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4, Treasury, 7th. August 30,

A further communicatien will be sent when the
Repert and Memerandum have been recd and-censidered.
Suggests that the obsens of General Hammond be
ebtained - i

A Cel.Walker fer H.Cmmr, 118. ....., 18th. July 30,
TROYEL UMDER 8147 W

(rs 12 cepies of the Repert ef the Depart-

Spares ir Si%iftal Cttee, 12 cepies of the Memerandum by the
X.E.A, General Manager and 2 cepies ef the Memerabhdum by
x . the statistician te the Gov's Canference.
‘IL‘(( \, " g'-
;e o 1 attach & Nota, ‘:mznﬁ‘w;“
4 St or e 11ability of the original
yi e Yadlway ioss no. enter into any
e aElcalotlens, iv would éeem
€1 170 ¢ aemtlor at the Treasury
BT o e s apset ©F the :uﬂgter/ in
io: 1.1 wne Truerest Reserve ‘~‘und/
1y e FeaRt, 8 3 dmd B Y LT yt the 28th
e 12d, or  x3ract Tran high is regis-
Erea 97704 1 1 S Trothet paragraph
g Ypana 1 .3 1o rhant Lhnt
- D 1 in this respect
L 01 evve) rob only to
i . i+tew r.duction in the
DN Yy o1 y.or, bul Tor the purpose
e wraisnd y loan charges in
pect oF “neovl irel cnpuital which ey
*0 be v i1 Y. <. LExceptlonal ieasures
necestery Lo 11 €L charge which
NOO per annum, and it wauld
iretle to anticipate the cgll on
v waintainin. rates and setting
teaporary surpluses to tide over
the trarsition perioa.
rds this liability, my
iapression 1 L General Rhodes would argue

it 15 a lilazilisy widch the Colonlal
verm.ent saould s..oul.er, since they LO‘)K(M‘/
£1,000, 500

~
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4o . . Tremsury, . 7th. August 30, |
A further cemmunioatier #ill be unt when

wn and Memerandum have buin reod nd-nmﬁ“_ pd”?,’

nm::: that the sbsens ef General Hammend M by

Col.Walker for n.cim.' 118, ....., 18th, Julylse
2re 12 copies of the Repert’ of fha'D u-i;- e
mental Cttee, 12 cepies’ st :ge Mmmdulapby

ap:/;;d in

E.A, General Manager and 2 cepies ef the Memer dnl b

’ g ,\\ thc statistician te the Gov's Cintnnnel.“ y
£ * A

(& T I attach a'Note, but as the.
/ 4

question of the 1ilability of the orig_;tn'al

JZ8TROYED Y }ﬁ mn‘;;

Cosh 0f the Railway does not”enter 1nTojdmypme s s,

0T tnese calculstions, it would seem

e3irable 130 %o men-ion “hat the Treasury -
vy

referre! o this rspect of the rmtter/ in pg

corvection with the Tnterest Reserve Fund/

ir pararepn 9 07 thelr 1:tter of the 28th b

arcn 1929, an extract from which is regis-

“éred as 1o.4 in 1:16Y7/24. Ir that paragraph i

~ne Treasury ssia

that"izis important that

someé provision =snould be :gade in this respect

(interest or general reserve) not only to
‘L a-severe but 1solated raeduction in the
feVENUE Or any one ycear, but for the purpose
the atdition to loan charges in
~neoriginal capital which may
all to be made in 1924, Exceptional meesures
be necessary to mcet a chargeé which
v/ reach £350,000 per annﬁm, and it wauld

ilreble to anticipate the cgll on

rev/or e by waintailning rates and setting '
asige “he temporary surpluses to tide over

the trarsition period*.

A8 regards thils liability, my Li
lmpression 1s that General Rhodes would argue
that 1t 1s a 1liaebility which the Colonial
should sn oulAer, since they took(/y/

£1 .ooo 000

overnuent

o~

' 21, ooo ooe in proﬁts pefore ﬁne swmuon ‘of
el | v the ﬁ.nancea of 'c.he coleny and the Reilway end
:' q also appropriated the mile:strip originally

‘;bedfor the' purpese of meeting tnis 1iability.
? In tne nrét 1natance, uut to Sir

with
John Cempbell wit.h 8 uiew £0 discussionm

o




Despite the rornmvie 7mss of papers
. -gtgu in. um m lgt mnnted
2. The tl.r.t point is the qgntion

we should,in coming tolﬁ'ttnm tlke,#nto
.ggmt the possibility that the b!u'ﬂui‘

» tha

falling upon the railway -dum-tutim will

That s perlnp.,
more a question of policy than of finance, My

own view 1s that the sounder course tg adopt,
op

all things considered,i
8 to duLM
situat-
ion as it now presents itself ,without

be heavily increased in 1934,

allowi;
for the fact 2}

thaet heavy additiona) 1iab111tiea

nay be incurred at that time. To allow rol:h- =
e
that now 18,1in g
. @ bense,to prejudge the question
L]
prejudge 1t n m
i g in & manner unfavourable to
Kenya. The ilabillivry

18 & contingent one ,and
t be adequately estimated at Ly

declded--in the surplus balances

“ase--1t

J lgnore this question for the present

sould {gn t
lgnore 1t here also, But it 18 very doubt-

i whether the ‘reasury will share this view

«n deciding this

question, one can hardly omit .
froz consideraty

n fetlon the very strong local feeling
in favour of

folng everything poseible ;in thig

pery ot F pr
deep depression,to assist the obviously
11fficult situation in Kenya,
‘he wecond point prelates to the repercussion
f the interest
rest sand sinking fund charges on the
situstiom.

General Rhodes agreed that the debt
bervice should be regarded as outside this
discussion. The Sinking fund charges are settled,
either by legislation or by contractual nlmf;-
ments;and they uv! clearly to be prwiM fnr.
Trextmanxhaaxtex¥ The loans have to be repaid

(z‘usd dntu;‘nnd the money must be there to

R
ek

e v g

S, -

them—-unless the Govt.' is prepared L_nh:Lch

hq fieid of diacussion.

Ie_.cm then to t'he queatiogrof renewals, :

variety of reasOns,phyncal gnd financial-=- °
be kept in a state of effici?ﬁcy. The réneulp
which physical circumstances demand must be ‘
made ,as they fall due;and money must be proviﬁed
to meet these demands »a8 they occur. The ;
discussion is narrowed down to the question
of howthis should be nrrangewr.

b it wc"tcf'ept the " life" apd " &
instalment" pl.n the result wonld hP mt
would always be nvnl-‘ble in'ithe x‘anen
the sums required for the renanl of eqch
ular work K as that rell due:, mrther éneg e
ically at any rate,the value of “the railway

at any glven moz\ngnt,plus the balance to the
credit of ‘the renewals fund,would equal the
original cost of the waating assets covered by
the f\md—-with of course, vax-iat.iona due to
changing cqsts,the cost of labour, errers ia -
estimating the “1ife",and 8o on. 'hmt is
clearly a ‘sound and satisfactory ppaition to
nttnin ‘and keep: it is eminently orthodox !
and safe,

6. Kenya's criticism is that such a policy
imposes,on ‘the preeeﬂt gere ration, a greater
burden than th;y should be called on 'to bear.
As the " life" of the various classes of

“RY
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assets variss the inevitable result 1s
that the renewals fund,at _ln}_givep w
contains not only the sums inadi:-
required for rene-u .bnt m

amount x-aq‘urod rer m~ w
/ time. That is n-u.--n fg

Kenym  #hess Fo¥E avks that.
made 80 that,while the fund ﬁunw- )
adequate to meet the calls npca 1‘&,“ :
contribution from revenue should be
low a8 possible, 2% is suggested, ',"”
Suggmatxtaxihat  propose is that ,as .
ions on the 2% basis indicate that all
on the " life" basis can be ut,lnftho
balance at the credit of the fund will @
steadily grow ti1Y 1946, 2% should be d
prescribed as the contribution {g_r t:;xl ng’
Jears--to 1940--and that the position shou)

be re-examined. They support this lqggoltiﬁ
by pointing out that,from 1947 onwards, relut'.
¥ill be obtained from the debt charges;and |
they show that, on the assumption that this

relief 1s applied to renewals,the hmo& of
the renswals fund,on the 2% busis Mhout 2
the period,would be & 1,437,998 in 1960,and

vould, Mrengleut Wi whole period have bean
substantial. The actual figures un be tm
on page 1Q of Ceneral Rhodes' uunto. ;
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assets varies ,mmviuug, result is
that the renewals fund,at u& given moment,
contains not only the sums nudu":eu "
required for renewals,but alao. l

of the sums 80 required 15 Putur ?::ﬂtw s
There will always be,in the fund, more ﬂun ﬁp

amount required for expenditure at any 31'./‘-’

/ time. That is true--it follgws necessarily

from the principle *—W the fhm‘o M/

e ‘( 3

Kenye therefore gaks that. m %

made 8o that,while the fund will always be
adequate to meet the calls upon it s the lnml
atribution from revenues should be kept .;

low as possible, 2% 1s suggested. ‘The plan shey
Sxxymatxtaximst propose is that ,as caloulat-
ions on the 2%

basis indicate that all rtnm],‘

on the " life" basis can be met ,and the

balance at the

credit of the fund will 8till

steadily grow till 19456, 2% should be definitely

prescribed as the contridbution for the next ten
years--to 1940--and that the position should then

be re-e ined ™y BDO
Iszlned. They support this Suggestion

ut that, from 1947 onwards, relief

¥il. be obtained from the debt charges;and
sy show thet, on the A8sumption that this
reller 1s apg

lisd o renewals,the balance of

the &% busis throughout
period would de & 1,457,998 in 1960 ,and

vould, theeagient the whole period have been

Substantilsl. The sctual figures will be found
page 10 or

t er.e 1
the recewals fund ,on

an

‘eneral Rhodes' ainute,

‘

e 4

5. As regards the 2% a\&ggaution th&iamtial ’I" .

point is that the detailed oalomnqn.---mm g

are made on the " 1ife" basis st.rti.ns'ﬁ:lth

the actual position ai the moment,and ah"

that the overdue renevﬂls are spread ovcr ln

eight year period-- show that this contr.thntion

would suffice to meet all charges during the

_ten'y’ear period,and wo{qd lead to'a Bteadily

growing balance in thé reﬁevals fund.

Purf.har the future would not be in any way:
1|pers.lled. The balance would grov ‘BISREXYY
e, ¢ e ¢

g nu -with very cn@t nuotmtiena 1n the
- i ‘d.o'nnrdl diuotion—rrom 942,026 in 1940 A
to £ £ 1,064,418 in 1945. A decline would then ;

set in;but by 1947 the funds released by
the repayment of the various loans would be

uni].-'ble, and they ars amply nurricient to

com .u rulmbln reneuh requix-enentl.
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asseta ‘aries,the inevitable result is ‘
that the renewals fund,at any given moment,
contains not ouly the suns inmediately -
required for renonh,but u_c - m-pm?.?
of the sums 8o Fequired in t'ut\u'o years, | )
There will always be,in the fund, more thu ti*
amount required for expenditure at any g:,m,(i..."

/ time. That is true--it 1’011"- necessarily .
from the primciple n—h-nu-.-., the fund.e M:/

Kenys r,bererore ctkl mtmu should be
made 80 that,while the fund will always be

adequate to meet the calle upcn 1: the annual

contribution from revenue 'Boﬂd' bc kept as

low as possible. £% is suggested. The plan vhey : kg 11- £ 500’000‘ onght to:ses thﬂn ﬂm

Aheon
¥ f;pm
two auccaasive and exceauonalu bad .vogm. i

I think the lﬂit might merofox:e be u

| figure. i

v

SugEEEtxtxxiRat propose is that ,as calmht-" 1

lons on the 2% basis indjcate that all renewals

on the " life” basis can be met and the

balance at the credit of the fund will stil] B “ds regards the o 5“85““0*‘4“ essential
Bteadily grow till 19456, 2% should be definitely Vpumt is ths!. the detailed calculﬁom--which a
prescribed as the contribution for the next ten are made on the " life" basis setarting with *
yeurs--to 1340--and that the position should them the actual position at the moment,and: “‘““”‘“
be re~examined. They support this Suggestion that the overdue renewals are spread o‘fﬁl' l.n :
inting out that,from 1947 onwards, relief eight year period-- show tha} this contribution

from the debt charges;and would. .suffice to meet all charges durjing the

t, vn the assumpti . n that this - ten year period,and would lead to a steadily

Pplied o remewals,the balance of growing balance in the renewals fund.
rorewals fund,on the &% busis throughout Purther,the future would not be in any way

uperillod. The balance would grov 'RINRRXYY
¢ n-i -vith very slight fluctuations in the
; downnrdi direction-fronm & £ 942,026 in 1940

th iod,would be & 1,437,998 in 1960 ,and
v u».:;‘.‘;{., the whole period have been

substantisl. The actual figures will be found

on page 10 of eneral Rhodes’ sinute. to £ £ 1,064,418 in 194b. A decline would then

set in;but by 1947 the funds released by
the rnpayment of the various loans would be

nvnih‘ble, and they are amply sufficient to

oom an reuemble reneuh requirements. X




Till 1960,the 2% contribution,with the new
money set free by debt romt,m].d 4
amply suffice to meet the rmﬁm as tha:

fell due. And summary ouou;latiuu mu 1. &

that,even after that date, n;nre 'au.:m bs uu«‘
than ample resources av-nam

9. The ‘*cnya o b fm o8
! muirenmt’% to" ,and a OMMMQ
the contribution at the same rate--with thq
debt money as it became nvailtblo-'on-ld p
for all requirements up to 1960 at 1“% B

I think we are therefore on_perfectly nto‘

ground in accepting it., I feel that perhaps .
an eight year period for the W&ﬁ"-tﬂl"ﬁl‘
Foag i

18 too long;but that is a tm-‘»ant,q,
which my opiniop has, 3o vAlgs. ‘nxcrﬁ_y.
physical difficul tise mq.nhemtuun‘

w—

10, - General Hammond should b. Mﬁa-

The d4th: Septesmber 1980. ‘//
o : %‘E

,: ‘v:;tp’”’u”*’}\
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Till 7960,the 2% contribution,with the new
money set freé by debt nt,mld Cae
amply suffice to meet the r;un.'u ﬁi m: 4.
fell due. And summary ul«hﬁo{u indicgte |
that,even after that date, there vould‘beb mrJ
than ample resources available, Y :
9. The “enya propesal,then, provides’ for ail-
requirements up to 1940;and a continuation of "
the contribution at the sane ﬁh—viith the |
dedbt soney as it bemo avellable--would provide
for all requirements 'up to 1960 at least;

I think we are therefore Wectly safe
ground in accepting 1t. I feel that perhaps

&n eight year period for the gverdus renewals

i8 too long;but that is & teghnical point ,on
which ay opinion has no value., Thers/ are
phyelcal difficulties in Soncentrating oysrdue
renevals within & short period of time, \

10, General Hammond should be consulted,

4
a’//,n
> ,%/

«4th: Septesder 1930.
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8 1 attach nanouné;‘u, !vré?h:ar with

~"(a) a statistical Hote, 'and

) a Note regsrding the Reserve Mund,
It will be eesn that it is necessary to

51 on con . Phia i :
16100/30. comsider wit: this paper the recent Treasury

letter relating to Loan requirenents,
loarty BPesch 0df, © rfoomcs &
€ ke iy J/ divtana whk Kb
S Gopbn
N2 279
1oy [n] 20

11

:»eq_ually be met, 'rhere 15 no logical or necess-'_ ;

placing the Tenevals arrangementn upon,a der-

inite, logica:l:,bg:is Which we! can aet‘end,an,d

lattsr is a physical necessity which must oo

ary connegction between the tvc.

3. The proposals we were prepared to approve
did in fact provide for the mngnsls,as fw&-
seen on the f‘ Life" basis,for te'n M'it *#
wag aleo ulear thEt,en {ht baii.g‘ omm
with the sums \vnlch 'oula @ availa‘g;e whsn
the unkmg ﬁmda were ﬂU longep _};equirﬁ., _
full’ proﬂsion soult be made’ for rene\nﬁ “h
+111 19603and the distant future,after 1950,
oould also be regarded as fully provided for. e
I 4o not think we :can reasonabl.y ssln fox' mqra
than this. The BCheme depends of coux‘se,
absolutely,on the utili.sation for rcnewals g
of the einking funds,as they become available, 1

that is of" the essence of the matter,and the

arz-angement could only be apyrqved on that :
'basia. Is that 'baaie too riﬂky? I think not,
\lle. cannot,in anyt!\ing,get higher thnn a denmte :
nrrangement apvaovod by the §/8 and acebpted
by the local Govennment. And thg S/s will, ik
preanmably,ho s'%nl here m "1940,armed mth :

the authority he How poasessee. 3
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3 ach memorandum, together with = —
!/
~"(a) a statistical Hote, and
b) a Mote reparding the Reserve Pund,
It will be seen that it is necessary to
J4 0on cogl 1t nis | t
N . sider wit: this paper the recent Treasury

letter relating to Loa: requirements,

/G“{z b Fasch 0bf, & rfomcs &
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Wi st ‘Wite 1ogical:,bhsie which we. can detend,and
: wh

;'latter is g physical,necesaity which must

‘yequally be met. There is no logical or necess-.

I'do not agree with General Hamiﬁoha's views..

2. We are now fmed with the necessity or

placing the ’renevals arrangements upon a der—, 5

ich vill nb;wince the Trqasgry. It seems toO

trccﬁu&l obliga/t.ion which miles be met , the

agy_cennection between the two.

3, Phe proposals We were prapéied to approve
aid in fact provide for the renewals,as fore-
seen .on the " .]ife" basis, for 3£n years;it
was also clgar thai,on that basis or ?ﬁ}!‘d
with the sume which would be avallahle WHhu'
the sinking funds wero o longer reauirc&;
full ‘provision could be made for rehewals
111 19603and the distant future,after 1960,
coqld_also be regarded as fully provided for.
1 80 not think we :can reagqnably Egk for more
than this. The scheme depends,of ‘course,
absolutely,on the utilisation for renewals

of the sinking funds,as they become available;
that is of the essence of the matter,and the
arrangement could only be approved on that
basis. Is that baais too rinky? I think not.
We cannot,in anything,get higher than a definite
lrrangement approved by the §/8 and aceepted
by the local Government.'And the S/S will,
presumably,be 8111 here 1n 1940,armed rith ;

the authority he now possesses.
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Of new r&.‘tnag Btoek. ( am: iio pr his
note). The brud and surﬂuﬁt .@atlncaum
for that view s that the un-nln rund,ulcul_
Gted somewhat closely with rerereno. wi'qu.— j_‘:
als onu,-m provided for renewale.gply,
ought not to be,and canmot i faot saPely
be, utilised for any other purpose,

A8 regurds oblolum% also,
in general ,with knauf&mdf But we were
not diecussing that point, And the major
@ifficulty there is that--so far as I know--
there 1s no uscertained basts yeither in general
practice or otnerw.se, on which to frame an.
cbeolescence ruind, such funds are,l believe,

't & recent! development -in comsercial ppac-

-~
tice. They ere of special uporuncﬁmd are

perraps created only in,the newer industries,

whilch sore in rapidly changin g oondltidnl.
sircral*, chLeajcal industries, eleotrigal

Wustrliecs, Kal.wn,8 are much more stabilisedq,

#¢ chunCl furesee 'Le future;but J think that,
the cuse of the 1 U My, dbsolescance will
Ve 0 teke 1ts chance,and uu hawe to look
‘he betterment fund,fed ﬁ'o- the mml
‘fpluses,for ite financisl mw-.
tne point 1s well worth taking M"
scjurate issue! I thihk it would “#
Sbscure mutters 1f we laid stress on ii
here and now ,and tried to lntuhun 0‘“1“'»
cence provisions into 'h% mf.‘ to h.




£,

a cloaely rusonad and. closely calculated

; schen; wﬁic.[t aenls only with renewals. ../

With things as ‘they un,the nuggntion h’bat

'ﬁnls fund should be nade plemty . . '_
b ough ,to provide an undtterminoa margin 5

made hld or course no connection whatever

with the loan charges,or with the renewals,

The idea was to have a I‘und,sﬁfficient to

provide for two bad years,which would enable

the railﬁy to carry on,without the edwsys
troublesome and disturbing difficulties caused
by rate changes. The reserve fund is.intended

to act as a balanc}ngireﬂm:voir, to :roid “the "\
necessity for undesirable shotks to the k
commerce and industry of the 'cvount.r.y.; : it
7. If we decide to adhere to the view elready
taken, perpaps the besst plan will be to have

& semi-official discussion with the Treasury,
and Gensral Hammond ¢ The 'I"reasury would of

course be supplied in advance with the necess-

ary papers.

The £Oth: November 1930, //
/%‘-

As it seems essential to have the discussion}
with the Treasury I need mot rush into,,thij“hw
toohnxcal matter. 1 may, hun“r, m that 1 1
onﬁﬂly agree with Sir J. Omp'bell'n 4 and 5.
The nearest approach to anything analogrous to

1 L.} ‘h!t oan fam'o wo d be a Buddaﬂ
1 ] ul
oblo escenc




 has been rapid ,(quite lpu't, ﬂh th
it is now: fm'ﬁsm pqi{[d of tp

there is mthing to be said for |

‘. pay for having railwags at all, = g :
- A discussion with the rm-nry should be 1
arranged, but 1t will be well ta vork it in with 1

¥ % a? Walorfeoth — S'o 4 DEC 10
<v/¢7a~4$u)w-w”; )
(..//c,.w w«gw"’wﬁ A

‘I/"* &
0 [i) Aot et g 05 Rsei
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told mm that I am the 4
I have 1-t.t,qr¢d‘cah.am passages in the

w ks
S e

o

hu been a ahon proviaion during 1929 and 19350,}. Ly
ahd tnese will have to be made up. I think,
therefore, that in this record "1929* should be
substituted for *1931Y in tne line marked 'A'.
B. In view of tne facts stated in the
IL " attached note, it seems to be quite incredible
that they cap possibly reach a figure of £600,000
for the reserve by the end of 1934+ but you da
no more Lhan agree that 11 should aim at that

Al Cnitd ok’ 0 Rbdareiunce
tixur( T think the Treasury understand that lt

7 te mn almoss lmpracticable Proposiflin: sid AhAL

1t 1s for this reaszon that they have al
C. Laid down that there should be no ratd
on the Renewals Fund without the consent of the
Ia.(/ - Treasury. T thought that this requirement related
#a¢ A 1o the reserve, but ir.Skevington assures me that |
f‘f*“.“,’ they ibean Renewals, and,persomally, T am glad
of 1t.
D. _AS regards this paragrapn, T nhave & not.l‘
L6 the sffect that you sald thet the policy to .8
ve laid down, ﬂnwle‘ae that the Colonial
Govemment shouldsdn each year up Lo and munu 4
1936 provide a surplus of such amount as would
brirg
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bring the total balance up: T.o £1~.000 000
at the end of v{z:f;-ye&r; that iI the Colonial
Government consider that they cannot in any i
year estimate for such a surplus, they will ‘
have to show good reason; and that if
during qny‘ year experience shows that th_e’
surplus budgeted for is not 11kely ‘to be
realised, the fact should De reported at once
with proposals for effecting economies, when
the matter could be discussed between the
ohr’ml Office and the Treasury. "I think
youuay wlsh to nave sonething to that effact
inserted in the minutes.
It would not Seem necessary

to send the rzcord to Rrigaaier-General

4a ruond, but it would only be courteous in
Jue course to infoma him of final declsions

on the rallway questions. Alsd, I doubt if
sou will tnirk it ncoessary to s.bmit the
record Lo 3ir J.Caapobell. Subject to this,
ani to ~uendments or the points I have uen-
_4omnes, 1f vou agree thut ~hey =re necessary

? T should %ell Mr. Skevingnon

fo o Jocn
i /o 1bree[ and [that, we will write to
wiuesn on toae varlous poim,??. I will then
.refs accordingly. I think 1t will be neces-
sar, ond certainly convenient, to send

sepnTale letters about the Transport and

Colony .oints.
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Sir §. Wilsen.

Tiese drafts would in any care have gone
forward for approval, but although they are self-
cxplmatory; i toidk it necessary to refer upochlxy_j
to the agreement which we have provisionally come to'
with the Treasury as regards the perceuntage to be
set sside for Renewals on the Jsilway, (see paras.3
and 4 of the Bailway Draft).

Yo hite previously considered that a 2 per 3
cent provision would be sufficient if supplemented
doe time by the aunual azounts Gl

g4 fow Siaking Fund, but it appeared_ that tln Treasury
considersd that those annval sums, when available,
nust be applied to the extinotion of Kenya's debt

" resp '



respect of ~the capita;l:cost of the original

g Uvanda Reilway. General Hamuond also was b
agamst our proposal, although his urgun.&ué :
*at least disputable, and 4t weald in lq

*rounstances have been diffioﬂlt to resist’
the Treasury prodosal(gmbodled '&fh the draft)

without bringing up prematurely,» ,’&

- disadvantageous to ourselves, the" ‘hoie qua‘

of the Uganda Railway liability.
I feel sure that the grrangement

we propose to accept is the best we can hope
for, and it has, at all events according to

my interpretation, the advantage that it makes
renswals, ‘and I hope the maintenance of an
adequate reserve), & prior charge before any
repaynent of the cepital liahilityy

/.;.(//_ P ;

22/ P 4

5
ee 47/;5724
/

/y
L ALL

26 /. 3/
&7 il /
ISR j"w‘j‘y (”/< datait ad/(‘l\ ;m//%
Ve reco ol Jf b IS ene, =M
} e = 0 famniy B Grtn
v s Teaory by 4 Ao [3

Wﬁw Sy e
W" )L" ot o Yo /o0
B 3t ’ o D Sans 5 - (Y i I ey N, oty 60T Nde Y, D

s WAk mely 3, '3 (~' Llslmend”$ ¥

s
I e T o




‘reapaet of the oapital oot ei tho nrlginal
 Uganda Railway.  General Hemmond also m
against our proposal, althongh. hil l.rguuonta
“were at. least disputable, and it I&ulﬁ in w
circumstances have been d:fﬁult to roliat
. the Treasury proposal (smbodied with the draft) |
without bringing up prematurely, and at a time
 diSadvantageous to ourselves,the whole guestion | .
of the Uganda Railway liability. : g
1 feel sure that the nrrangemont

-
1

2. ﬁy

we propose . to accept is the best we can hope tf
for, and it has, at all events according to £ .,'2.,
ny interpretation, the sdvantsgé that ¥} makest:
renswals, (and I hope the maintenange of an |
adequate reserve),a prior charge before any
repaynent of the capital liability.
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1n thh connnt’.hn.

with the becre*tary or stne'l propoull

to..the sattlement: .of “that important wuestion, Their Lordships' :
angiety with regard to the flna.ncial position of the Administratial

is oentred mainly in the absence of an adequate reserve fumd to

meet the contingenoy of reduced traffis receipts in times of

depression., In Their Lordships' opinion definite provision Ihoﬂl

made to raise the reserve fund to £600,000 by the snd of ﬁu ye

be taken to that end before They can ‘ut.horiu"ht M“tm

expenditure of £613,010 now proppsed.
9. There already exists as the nucleus of the reserve fﬁ‘
referred to the two sums of £100,000 and £58,000 alloeated Tor

in the Railway Estimates for 19290 & 1930

“Interest Reserve”

respectively, but the figure of £50,000 for 1930 may have to b.

adjusted 4f the amount provided for Renewals *und conuthu-
che Estimates for that yeax' exceeds or falls short of the »ropey

provision ap finally aftt.led I‘he proﬂuonn to whjich Their Le
refer for building ip the reslrvek fund would, of course, be af¥y
charging Renewals *'md crmt;-lbut.iona on an adequate basis == w8
approved by Them,

10, If My Lords receive t.he auirumo referred to in pw & §,
They will wish to-wtipulate that the t;-nn capital expénditure
1to be sanctioned shall bo?.rﬂd as far as possible lnth“m %

traffic outlook improves md that m ’ronno of n.um b
axpendifiure sball be reghreed q. final ugtil ;na‘m tn awr

e
3

&

L

L

B
¥

circumstances

/




' Extract from letter from Treasury dated 3rd ::;ouhr‘
5.32002/03/3, | L

1 S "

With regard to the Transport Administration, the quutlon

140 be
“nas Twwm -ettlad,_md My L ords win ‘no doubt e mﬁiﬁn 3 »
“with the becreta.ry of State's proposals in this connection, Subd

to. the settlement.of that important wuestion, Their Lordships'
mliety with regard to the fina.nolal position of the Administratioh

._1. centred mainly in the absence of an adequate reserve fund to

”
.
&
o

meet the contingency of reduced traffis receipts in times of
depression. In Their Lordships' opinion definite provision should
made to raise the reserve fund to £600,000 by the end of the year
1934, and They feel bound to ask for an assurance that steps will

be taken to that end before They ce authorise the fresh gapital

expenditure of £513,010 now proppsed,

9. There alreadv exists as the nucleus of the reservys Tupd
referred to the .wo sums of £100,000 and 50,000 allocatsd forw
“Interest Reserve® iIn the Railway Rstimates for 1929 & 1930
respectively, but the figure of £50,000 for 1930 may have to be
adjusted 4f the amount provided for Renewals fund contribution in
the Estimates for tnat.year exceeds or falls short of tha sropi
provision as finally sﬂt’t.lad fpe proviaionu to which Their Le
refer for building ip the rescﬁe \;und would, of course, be aftep
charging Renewals ::md ccmtxl‘ibutlons on an adequate basis sm a8
approved by Them,

10, If My Lords receive’ the’ assirance referred to in paragraph &

£ they will wish to-wkipulate that thefresk capival expend:ture

to be sanctioned shall beﬁomd ab far as possible until the é

traffic putlook improves and|that the programme of cut'»;l : g

expenditure shall be regarded as final uptil 1932 exvept in abtn ‘..
{ 1 iy

circumstances



1 have the heneour to

refer to my despatch No. 15 of
the 5th Pebruary regarding the
provision to be made for
Renewals and Reserve in the
accounts of the Kenya and
Uganda Railways and Harbours,
and to inform you that the
Lords Comnissioners of the
Treasury have now ajreed
to the propesals suizitted to
them in the letter from the
Colonial uffice of the 2 8th
January, a copy of which
acoompanied my despatch under
reference.

2, 1 therefore approve
as an _interim .rrug..t,




an annval contribution to the
Railways and Renewals Fynd of

2% per cent of the capital value
E;II" y,

of the wasting assets for the years

231-1233
on the understanding :-

{a) that the "life" basis is
acceptsd as the proper one:

'b) that the snort provisiond
diring the years 193%21933 are to
be made gnod in the later years, on
& plan to be subject to the appro-
val of the “ecretary of State aud
the Lords Commissioners of tho Trea-
sury:

*) that acceptan.a of this arrange -
~ent is not regarded as prejudicing
i.any way the decision to be taken.

/ nis fajesty's (overnment in 1934
as regards the liability in respect
of the cost of the original Uganda
Pailway.
While I regret that it has not been

vssible to apree even as a temporary
! Se

ueasure

. A " E
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\o‘

mausuro to the fnll reduction in the rat

of oontﬁbrutlon' rooomonlhd by the

st BT »;!”‘\A_'g““'_janngtngtho"bilny Advisory

,‘ omcn and your m?idmm. 1 feel

w'.',ui‘u that yoit i 4

" ressons for the Acom% hk‘l."f,,r’ ‘

whioh are full.v .gphhl‘ in oorTespoR- -

d.noo encloud in ny dnpatoh of the 3

(I“, 5%h l‘cbruary.
3. 1 have alse 4o convey o you

my approval of the reo%;muhtio%p
paragrnph,]_.l 'af, Sir Biwerd origs' s
No.l. despateh, No« 86 of-the 28nd May 17
s to the provisidn. for Fonewals in
‘respect of the flanine Jotor Jervices, and

‘ )farbﬁir Services: but T pegret that :

1 an unsble to agree to0 the recommenda-
: o “c ” b* 94
@“ 6 M1] 400! his ..m.fl- at when the -

,.§”onoo ‘W‘“ the poliog of

78 i
rblling etock eut oﬁ# depreciatiol

should be permitted.

L L



J
4. In paragraph 9 of his

despatch No. 86 of the 32nd May 1930, (No.1)
Sir Bdward Grigg com the
recommendation of the General Manager

that the-Reserve Fund should be built

up by annuvel eontributions .to a total
‘ v
»f £400,000. 1 consider, however, that
it would be more prudent to adopt a figure
] ot
of £600,000 for this purpose; ausd you will

onssrve that 1 have not felt able to give ¥

the Lora= Commissioners of the Treasury the

. = rance for wnich they asked that definite
crovisio: will pe made to raise Lhe Fund
to tnat fipure by 'a end of 1934, I have, )
nowever, unaertaken to rive instructions that
zbogund snall be raised to the amount of
2600,000 as rapidly es circunstances allow, and

/
if pessivle by the end of 1934. The Lords
‘5. issiopers of the Treasury have expressed

themselves content with this undertaking on

the understanding that thoir sanction will

o sought before any recourse is had to

the Renewals Fund to meet any anergency for

which




4,  In ‘paragraph 9 of his
despateh No. 86 of the 22nd May 1930,  (Ne.l)
Sir Bdward Grigg concurred in the
recommendation of tho Gclornlrlnnagnr

-that the Resemwe Fund should be built

up by annval eontribations to a total

v
of £400,000. 1 consider, however, that

it would be more prudent to adopt a figure
/
of £600,000 for this purpose; ard you will
y-esrve that 1 have not felt able to give
tr.e Lora= Commissioners of the Treasury the
irnich they asked that definite ~
w... e made to raise the fund
o and of 193%. 1 have,
-1ve instructions that
be raise. to tne amount of
) as rapicl; ee ciresnstances allow, and
/
le by the sud of 1934. The Lords
1ssiosers of tne Tressury have expressed
inemselves coutent with $bis underteking on
tne imdsrstanding that their sanction will

o sought before any receurse is had to

Hepewals Pu.d to meet eny anergenej-for

which




‘ No.d,

_.uhieh the hmdl in. reuru aro in- -

”_"ai:fﬂoiont. I have- tharcfnn to 4
'chon instructions in framing the

. :';Estimaha of ya?r m
5 the year 1932 anid’ snbuoqnuft

_ financial po

oo \e

R

t that regard may be hld, to.

Wi de v

5

and that in forwarding the: Bstim&,

for n.ch you‘ you will inolude
observationg on the ex“isting

sition and the s

prospscts of the Administration

fron this point of wiew.
5. In view of /the faot

1 have heen unable toffigt,eo to the |

reduction of the Railway _Rennill '

» - 5 i it
rate to 2 por oent, it youd of

course not be possible to give

offect to the recommendation in para

¢ / -graph 2 o!cisir Rdward Grigg's

dospatdl. No. 86 of the 22nd w
1930 Hu.t the sum of £56, 594 shoul

be transferred from B_ailvay Renewal

to the Reserve Fund. The h;la;u
to




to the oredit of the Reﬁerve Funa
/
as at 31st December 1931 is shown in

v
Appendix 1 to the Rstimates for the

) v
current year as ‘M but, for the

reasons given im the statement whioh

»

accomp#fiied ths letter to the Tréasury

of the 28tn 'anvary 1381, it must now

be anticipated that the balamce will.prove
to be substantially less than the

figure mentioned. I have referraed to
this aspect of the matter in paregraph

- (A
2. of my despatch No. ki

. / ¢
of ." 41( }d I ri1ng the Bstimates —
/‘61,/30

have to add tnat the approval
» Lords Com 1-signers of the Treasury
prorosed aiditional loan expenditure
"6s .88 tpen given on
various undertakings

1o this despatch wil]l be




0 thowidit of the Reserve Fund
/
L at 31st Dscember 1931 is shown in

Appendix 1 # the Latteates 6F she

: eurrent year as eass,vas,-' but’ for the
reasons given 8 the statement whioh

, Mogompanied the lefter to the Treasury

"o!';hc 28th Jansary LeS1, it most now
be anticipated that the balamce will .prove ‘
to be substantially less than the
figure mentioned. I have referred to
this aspeot of the matter in paregrap:

- ~ (4
22 of my despatch lo. o

s (
of ﬁ_a‘, Jd rear...g the 3stinates -
b 3%

for 1931.

] bave to ade tnat the a proval

2y e loras Cua ) signers the Treserury
b4 e rrososed a onal lo expe: diture
or tr ©rl o serv.ices 'ag Upen lven oL
couditlio. 1tral tre var.ous uncertakings

1o tnis despatch will ve

naol ‘r'LD

(Smney
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Ixtuct from letter from freasury, dated 24th. seb. '3l

5 _original on 16100%.30 K. 327‘)-/ ‘f/

X X b4 .

5. Their Lordships turn now to the question of the
provision to be made ror Henewals ang heserve in the
accounts ot the Aanyn and Uganda Railways and nsrhourl., )

8, With rogc_d to the ~enewals Fund contr:l.butionn

in respact or the nailways, My Lords concur in the views

expressed in paragrapd 4 o1 the letter under r,‘:.Ly hearing

the reference number 16850/30 and hay are willing to

agr o, as an {nterim arrangement, to an annual uontribution

or 2% | cent of the capital value oI the waaving genets

tor the years 1331 1233, on the underyanding=

(@) that tlle “1ife" basis 18 accepted as the
3

proper one:

(b) that the short provisions during the years

1931-1933 are to be made mood in tne later years

on a plan to be supject to approval 0¥ Their

Lordships;

(e) that mcceptance of this arrangement 18 not to

be regarded as “prejudicing in any way tne decision

to be taken oY nis Majesty's Government in 1934 asx

regards the liability in respect of the cost of the '

original Uganda Hailway. i A -




Extract from letter from u‘ra&uted 24th, ¥eb,'3ls

original on'16100! 30 K. 327°L/.y /J

-

LY X X X X

6. Tneir Lordships turn now to the question of the

provision to be made tor Henewals ana ieserve in the

accounts ot the Xenya and Uganda Railways and narbours.

‘he nenewals Fund contributions

8. With rege.d to

‘ in respect o1 the nailwey s, wy Lords concur in the views

expressed in paragrapi 4 o1 the lotter under reply bearing

NC |) the reference iumber 16250/50 and They are wihin‘k to

agr-e, as an interim aicrangement, to en wnnual contt ioution
o1 24 Wer cent of the capital valuc ot tne wasting assel

tor the years 1931-1933, on the understanding-

(&) that the #)ife" basis is a(;.rted a3 the

pioper one;
euTs

(b) thet the short provisions during the y

1931-1933 are to be made good in tne later years

on & plan to be supject to approval 0¥ Their

Lordships;

(c) that acceptance of this arrangement 18 not to
be regarded ua‘prejnaicing in any way tne decision
n oy uis uajesty's Government in 1934 asx

n respect of the cost of the

to be take
regards the liapility 1
original Uganda Hailway.
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proposal to approve the recommendstions conveys

paragraph 11 of the nign Commissioner's despatch of the
22nd. say 1930, with rererence to tne provision for ‘en
renewals in respect of tne marine, motor services and
narbour services; also in his ‘propOIll to inrorm the

nigh Commissioner that he is unable to agree to the Gerleral
uanager's recommendation tnat when the balance in the
Henewals Fund becomes adequate the policy of purchasing
rolling-stock out of accrued depreciation anoxﬁn e
permitted.

8. my lorde note that Lord rassfield feels some
difficulty in commi‘ting tne local Transpost Administration
to & podicy of sccumilating a Reserve Fund of £600,000 uwy
e fixed date, allowing no margin for tne continuance of
sdverse conditions. They will be content if he gives
i{nstructions for tne Heserve Pund to be raised to that
figure as rapidl, as circumstances allow,and if possivle
by the end of .i934, on tne understanding that Their sanctign,
will be sougnt berore any recourse is haa to the Henewals
¥und to meet any emeFgency tor which the funds in reserve

are insurficient,

X x X S §




7. Their Lordships cgnour in the oecretary'of State's:
proposal to w;wj‘o recommendations oonv‘e’)"c‘a 'in p
paragraph 11 of the nigh Commissioner's aespatch of the
22nd, say 1930, with reference to tne provision for “fen
repswals in respect of tne marine, motor services and

narbour services; also in his proposal to inrorm the

uigh Commissioner tnat he is unable to agree to the General
Managzer's recommendation tnat when the balance in the
wenewals Fund becomes adequate the policy ot purchasing
roliing-stock out of accrued depreciation snould be
permitted.

8. My Lords note that Lord rassfield reels some
difficulty in commi‘ting tne local Transport Administration
to & podicy of accumulating a Reserve Fund of £600,000 by

a fixed aate, allowing no ma:gin for tne continuance of

adverse conditions. They will be content if he gives
insgtructions for tne Heserve Fund to be raised to that
figure as rapidl, as circumstanceg airlow,and if possiole
by the end of 1934, on trne understanding that fheir sanctiom
will be sougnt berore any recourse is had to tne KHenewals
Yund to meet any emeFgency Ior which the fundas in reserve

are insurficient.

b A A A
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X.16250/30 Kenya. /
ur. Allen .
Mr. P Cﬂ‘)
' Mr. ¥
. My, Tomlisson. ' Downing Street,
Sin.C. Botiomley. - 1981,
B s Shpings..» 2 5 W' A b
Sir G. Grindle. o fangh ' .
) W, e 77 A
Pamt, US. of 5. »» 8ir,
Parly. US. of . . ;
Secretary 4 State S I have the honour to refer to!
\8 / 1
* for consom: .« Sir Edward Grigg's despatches No.86 off
/ N %
DRAFT. N 3
- / (1) the22nd May,1930, and ¥o0.118 of the |
ZIRANSPORT y O s
/ N~ - .
(5):(\13131 July,1930, regarding the provisigh
/5 d to be made for Renewals and Resarve &

. the accounts of the Kenya and Uganda
Hign Comar. N s
i[‘ ,‘ bse b . 3\ Rallway and Harbours, amd to trantmit]

for your information, coplies of corre

Apommce on the subject which has tak

place with Brigadier-General F.D.

Hemnond and yhe Lords Commissioners of
the Treasury.
. 2, I shall communicate witﬁ you

again when a reply is received to tha'

letter addressed to the Treasury on cnﬁ
28th Jamary .

o ¥
I have,etc.

1

' 4 t.m 4th enclosure.

3 A mouid hould b6 put wi 80/%0. / (@lEned) rasaribLl

“witn arafte on 161‘6/30 and :
 1eo@/s0, = P

I
|
|
|




wr. ledlgrtg” N 1 v “J_/ DOWNING STREST

. Mr.
Mﬂm‘ 2 §3anvary 1931.
t XSirC.M,I,L-‘3( £
Sii 7. Stuchiusgh.

Sir G. Grindle. Sir ‘ - v
Pow. U M 1.3/ ' . i
-+ ,/3 76 T rar
1 an dh’ictod by Lord

: Pty 08 oS r"
N Seerdary of Siae f):l ‘1
/ Asaheld to refer to the lotter
$a 2 i
t,,.,ﬁ_*”__&ﬂ_- Cacan: - § fyom this Department of the EYFINS
v g
HE SEORETARY No.d 5 Jecenber 1930, N1625¢/30, regarding |
TREASURY. o the provision to be made for

5

Ao fonewnls and Reserve in the gocountiet

> of the Kenya and UM‘!ﬁi)wq. and’:

farbours.

fheos matters have e 3

!/A '(“' 5 -
l) -~ I‘Ipo/}o

\l discus

-~
r \3\ tatives of the freasur; and the .
4

X ,[f ) wlonial Uffice st wi jch srigadiers

e
-~ b’) \f‘d\ General #. D. Hammond was present,

Pl L
and Lord Passfield now jesires to

sed at o gesting of reprou_‘»

~

submit the following observations

.

for the consideration of the Lords

Ly ‘ﬁ A~ /‘fOO/do Commissioners.
3. Lord Passfield folly
recognides . &



recogrises the importance of establish-

ing the principle of providing for ‘ : ®

renewals on & prope W:nis, i.e.,

for each wasting asset an annual

provision squivalent to the original

cost divided by the physical life. Un X
the basis of the existing wasting assets |
of the :enya and Ugande Railway, the sunm

of the annual provisioy, required is equi-

o~ . R
valent to an al] »owed rate of 3.11  per

n

cent of the capit~l value of those e Ve
asgets. it is truc that provisiou
at o lower rate would acat the actual
cash r auirc.ents for renewals for
some jrars to come, bat the ionger
the period to be ta en tne more closely ¢
: "
woild the provision on a "cash requirements
ow

basis approxiiute to that ef/a "life"
basis. ‘or {.1s reason, and having
reraru to t&e obsolescence and/other factors _

fﬁ.rq. 22 ’[ /

ferro1 to in/jeneral Hamiond's letter of 4’7
y

4
Jolbr  Alewaccr
tue 1Uth .ovem e?/, which/does not appear to

b An
ave been wweluded in the local cztllcula—

i ona))

provisio.



"" "recognisos the importance of establish-
ing the principle of providing for
tenewals on'a proper "life" basis, i.e.,
for ench wasting asset an annual
provision equivalenf to the original
cost divided by the physicel life. ~Un 4
the basis of the existing wasting assets
of the Kenya and Ugands Railwayp the sun
of the annual provisioy required is equi-

oN .
valent to an all-mesad rate of 3.11  per
cent of the capitel value of tnose
assets. It is true that provision
at a lower rate would neet the actual
cash rrquireuents for reuewals for
some years to come, but tae longsr

the period to be tw e Lhe more closely

would the rrovision ou & "casl requiremerts”
g
basis approxirazte to tuat of/n "life"
basis. Jur t.is reason, and having
repary to te obsolescence and other factors
/{04 227 '
/A
referrea to i:,/}ez,eral darmornd's letter of / o
1 /

Jolt  Alewaccr
the lUth f)ve:uoe% whi /Jom not appeer

b Ar
uave been imeluded 1o tre locul calcula-

txox;s)
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l\ .
provision on less than a "life" basis is

open to objection as being unsafe. (n

"lr hand, in so far as assets have

been acquired out of loans carrying ainking;

5

funds, and it is He% intenttld o v

on the repayment of the loans, the Rail-
“ 4y
wagpp bearing during the currency of the’

el
loawse interest te~the Ainking fand i

9

p7 oy 3 3

charges -oo%t cease on repayment. For this
warld e

reason ther%tppoar’ to be no objestion in ¢

2N

principle to a reduced provision for

renewals during the currency of~the 1osM‘ |
provided that the saviugs oo loan charges.

.

-cm. deficitel; earmarkea for raising/

,tore aunuel renewals provision to the
proper "1life” pasis, a.d in additionﬂ"'
.aking good the total aef1cieney of the
reuewals pravisions iu previous jears,

taking the "life” basis as? proper oneé

M My fuupame Al
L‘;vw‘u?? “ 1u the present ocase,

however, the positiou is complicated by. the

liability for the repayment to His Lajesty!
overnment of tne sums (amounting to

approximately .
|




E 6,920,000 /
approximately 2 )

expended on the Uganda Railwayf under

the Uganda Railways Acts 6-

~2988w= Lord Passfisld aﬁ

that pending a settlement of the
question,whicb~;as been postponed %!
until 1934, the Lnf&s Commissioners wased

1 I2% PN
feel ugab%é to sanction any arrange-

ment in regard to the provision for
renewals which would involve drawing
in due course on the savings on loan
charges.

4. 1 = tuerefore to suggest

#
that tusiz Lordskds should agiee #c
F‘ )

an interim arrangementlto an annnal
v
renewal provision of 2% per cent for
the years 1931 - 1933 on the under-
standing t== f
‘a) that the "life" basis is
accepted as the proper one;
‘b) that the short provisions
during the years 1931-1933 are to

be made good in later years on a

plan




Eé‘:'éw,m /
approximately —pod )

expended on the Uganda Railwayg under

the Uganda Railways Aptsw

~98fw= Lord Passfield appreciates

that pending a settlement of the

question,whieh has been postponed

until 1934, the Lords Conmissioners awased

772% PN '
feel uaab%é to sanction any arrange-
ment in regard to the provision for
renewals which would involve drawing
in due course on the savings on loan
charges.

4. 1 au therefore to suggest

that theis uordsh&ze should agree as
!

an interim arrangement to an annnal
!

v
renawal provision of 2% per cent for

the years 1931 - 1933 on the under-

gtandingte= r

a) that tne "life" basis is
accepteu as the proper one;

'5) that tne short provisions
during the years 1931-1J33 are to
be made pood in later years cn a

plan




ace
&pp&? depreciation gphould be

permitted.

As regards ths ‘.'Mﬂd,

the Loras Commissioners khsmxkaxxs

¥xxxxIgxaxgxx have asked in paragraph

8 of their letter of the 3rd November

v 3/,
1930, (S.32902/03/3,) for an essurance No}/ on 16100/30

that definite provision will be made

v/
to raise the Fand to £600,000 by the

end of 1934. As stuled in the letter

fra thio Lopartment of iue 4th December
Ve /
193u’y’5.6h;0/.”,u¥\v Loru Passfisld feels No.54 on 1610430

some ditficalty in  comuitting the local
\aministration to « pelicy of accumnla-
tion by a fixed date allowing no nargia
for elasticity, and he is confirmed in
%o

&h?t view by the fact that, as shown in
the accompanying statement, 1t is now
to be anticipated that the amount to
the credit of the Reserve FPund at the

ead of 1931 wasgh be sudstantislly Lap Hann

previously estimated.. Lord Passfield

is,




ace
M depreciation ghoyld be

permitted.

Te As regards the Reserve Fund,
‘the Loras Commissioners kizxkexxs
ixxxxzxksxaxx have asked in paragraph
8 of their letter of the 3rd November

v
1930, (S.32902/03/3,) for an assurance
that definite provision will be made
v
to raise the Fund to £600,000 by the
end of 1934, As stated in the letter
frow this Department of the 4th December
’Vo. \/

193u'/16h0/30\ Lord Passfield feels

A )
some difficilty in cowuitting the local
Aduinistratios to a policy of accumula-
tion by a fixed date allowing no margin
for elasticity, ana he is confirmed in
K
ﬁ?t view by the fact that, as shown in
the accompanying statement, 1t is now
to be anticipated that the amount to
the credit of the Reserve Pund at the

end of 1931 w be substantially &

previously estimated.. Lord Passfield

.

is,

J/
No% on 16100/30

No.54 on 1610¢/30

Z4

%)
is, however, anxious W

£ S’ ooty B @ wioimin,
adeqaate rasarzs should be accumu-

lated nﬁu possible; but
§ /

‘ vhua he agrees that it should be

the aim of the Transport Adminis-
K e Ay‘ﬂﬁé -~
tratioa %6 raish the reserve to &<

figure of £600,000 by the end of

1@4, hoﬁi'z“quito unable to give

any assurance that it will be
possible to achieve ‘that object.
If the Lords Commissionerspére
content to accept this tﬁiﬁﬁ.
Lord P‘.u,lllld will lnd_:ihh
that the smt‘ion of their Iord-
aiiips shall bg sought before any
recourse is had to the Renewals
“’ .
Pund to meét Ihs emergency v Afigl

‘cMu« Lade =rc

wml (o]
8, Lord Pasafjeld trusts

that their Lordehips will see
their way to agree to the proposals’
in this letter, and to authorise

additional |




additional loan expenditure on

transport services, subject to

the stipulat 1094 in paragraph

10 of theft letter of tae 3T 3 1 tbtoo (30

November 1930, $.32902/03/ 3

that this fresh éapital exﬁendi-
ture shall be deferred as far as
ossible until the traffic out-
look improves, and that the
progranns of capital expenditure

v
should be regarded as finel until
1932, except in abnormal ciroum-
stances. Lg is presumed that
their Lordship; will exclude from the
latter stipulation the provision

boo
for thynew branch raddway lines
tnctits W K e T L 00,077
referred to in paragraph 2°(d) i1
N
of wretr letter of the 3rd November. o
Tueir Lordships have already &8 M?‘;’\N M":"‘":”‘ "‘Q"M’T
(3
letter of the 15th January, $.32902/ $
H# N/
03/ OF,) Pl Gd e No. 9
d ) Ye218]30

M to Hgg%f Loan

#unds for the construction of o

branch




additional loan expenditure on
transport services, subj ;ct to
the stipulatiox;l in paragraph
10 of th%' letter of tne 3rd /
November 1930, S.329u%/03/3
that tis fresh capital expendi-
ture shall be deferred as far as
possible until the traffic out-
look improves, and that the
programne of capital expenditure

v
should be regarded as final until
1932, except in abnormal circum-
stances. I§ is presumed that
their Lordships.witll exclude from the
latter stipulation the provision

o
for thynew branch wedaway lines
tnctilis o K M T L oo, 090
referred to in paragraph 2 ( (@) ii

I~
of #retr letter of the 3rd November.

e ° vw..n-"
Their Lordships have already & theis P~ W""“"""

L.u.,\ n-laM
letter of the 15th January, $.32902/

v
US/ﬁJ) POl bfi00 i
prissspde O ;agﬂmvf Loan

#unas for the construction of 8

branch

¥ 1 Ibloo/ao

branch line from K;dova
(@] to Jamji. A despatch hes
‘ntly been received from the
Ofﬁur Aduinistering the
Gdvermment of hﬁya»fegnriu‘:i?if 4
- » remaining branch from Thifika
’)‘”7/"" towards ,y'to Sabuk, and a separate

letter will in due course be

;!i\

addressed to their Lordships in

regard to this extension.
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The balance to the credit of this account at the

Jlst Deceubior 1931 has basn eatindted sy Ba0s IR Wi

amount is apparently made up ‘as follows :- A ‘
Belance at 3lst December 1929 100,000 i
Contribution 1930 50,000 ‘=
Pransfer from Renewals ;
e ring 1980 5,59
timated balance at 318t Sy v
S December 1930 2(;5,&

@ .
fudron 60

“‘gnna; 1931 52’ / P

timated balance at 3lst : -

M December 1931 z E 7 1

The contributien for 1931 repressiits the differ- :
ence between provision for reiewals st 24 pir cent and

2 per cent. dssuming that the renewals rate is fixed

at 24 per cent this contribution of £60,132 will not be
a;rai]_.ablo for the reserve, and for the same reason the
tranafer of £56,594 in 1930 will not be possible, The
credit at the 3lst December 1931 will accordingly be
reduced to £150,000.

The latest reports as to the results for 1930
indicate that owing to the g#neral trade depression the
gross revenno/in that year will probably fall short of
the original estimates by about £350,000, and that in
consequence, and in spite of economies which have been
nadg, it is anticipated that after meeting all loan
oharges and depreciation, not only will thers be no
contribution to the Betterment Fund, but there will be no

contribution




MELOJRANDUMN

T Ey
The balance to the credit of this accouat at the
31st December 1931 has basn estimated at :,256.735./ This

amount is apparently nad® up as follows :-
Balance at 31lst December 1929 100,000

Contribution 1930 50, 000

5,594

. Pransfer from Renewals
g during 1

Bstimated balance at 3lst EY v
Dgoa-bor 1930 3\,6.&

% 1931 60,132 ,
Bstimated b:%mce at 3lst

December 1361 !E "5

The contributien for 1931 represents the differ-

snce between provision for remewals at 2% per cent aund
2 per cent. dssuming that the renewals rate is fixed
at 2% per cent this contribation of £60,132 will not be
available for the reserve, and for the same reason the
transfer of £56,5% in 1930 will not be possivle, The
oredit at the 31lst December 1981 will accordingly be
reduced to £150,000.
The latest reports as to the results ror 1930
E indieate thet owing to the gMueral trade depression the
‘ fﬁu"/"’“" gross rcuuo/in that year will probably fall short of
7o « 1 the original estimates by about £350,000, and that in
i /(J«J?.b - afge
Fera 2 2/
Z' “ M

consequence, and in spite of eoconomies which have been

made, it is anticipated that after meeting all loan
oharges and depreciation, not only will there be no

contribution to the Betterment Fund, but there will be uno

contribation
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contribution to the Reserve I-‘n:gd, and it may in fact be

necessary to draw on that fund to balance the accountd f»j!o.

Raseorroprr e T T 00 et et ittt O o vt Ran
o 100,44
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Position oI 'ohe Reserve AC %, '
Kenye and Ug WayS arpbours \

Tne total shown in the Estimates

for 1931 E !,ne credit of this account 18

£266,000. 3o .far as I can make out. this

amount,. 1s made up a8 follows: - s
] i B‘% (v

Balance at 31st Deceimber,1928

Contribution,193Q ... ..+ cev ceeoce 50,000 (&2
Transfer from Reynewals during 1930 . 56 o
Balance at 31st Decewber,1930 ... ... 206,000
contribution, 1931 .. ... ... e e _ 60,000 ¢¢/
Balance at 31st December, 1931 266

(c) represents the equivalent of
} pa2r cent Renewals, and will now have to g0 Lo
Romewals inutead of Reserve. Also, in viéw of
the decieions a3 regards Renewals (L) cannot be
{cansfered to Reserve Account, but will have to
be left in Renewals. Also, there 18 raason to
inunt whether it M?lfge pnasible Lo make the
¢ontribution at (a) during 1930. It therefore
seems that the asount to tne credit of the Reserv@
Account at the end of 193l may Le no uwore whar
£100,000, and even that .aay be a sauewhat
optimistic flgure.
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UGANDA RAILWAY: RENEWALS FUND. ' /Z/,

1. It iew ’.m.y publio Utility under-
taking to provide, as & charge against receipts, for the
renewal of wasting assets; and the charge should be
-urnuonf to provide for the remewal of the assats” R
during th;ir effective 1ife. »

2. This applies whether the capital for the
soguisition of the assets was provided by the proprietors
or borrowed.

3. A Railway is, of course, an aggregation of
assets wasting at different rates. In the case of the
Uganda Railwey it hes been caloulated locally that if the {
renewal of each waeting asset is provided forby an equal

~mnual chargs over its estimated 1ife, the total of ﬂuw

annual chargesfor all the wasting aspets amounts Ho 3.11%
of the total oapitel value of the amsets. i
4. on the basie of thess csloulations, if the
assets were required in perpetuity, i.0. tc be renswed
whenever and es often as they bearde useless, it would bo 1
necessary to provide for renewals a/:(——‘f&cqi-l 3.11% per :
be At amy particular point of time, however, &n
annual renewals provision on that basis (called the "nfo";
basis) would provide cash in excess of the emount needed
to pay for renewals already required, since full provision
would have been made for all assets which had reguired
renewal, 8nd some provisiom would have been made for assetd
not yet due for renewal. But the longer the Railway
continues the more closely would an annual rencvwals
provision on the “gash requirements" besis approximate

to the annual provision required on the “life" basis.

Aoccording




Aseording to the Table on page 38 of the Report of the
Departmental Committee, the Uganda Railway Renewals Fund
oash surplus or defiscit at the end of 100 years, for
different pon-,v,.-.e;gl'i M.pital value (£11,407,266) as
annual renewals provislons, would be as followsi-
Peroemtage of sarpluss Deficivt:
capital values £ £
3.11 5,086,083 -
3. 1,770,883 -
874 344,383 -
23 - 1,081,617
8% 3,933,317
2% 6,786,817
2. 9,637,017

6. Lf tha cepltai for the Bailvay i= borrowed, and
the loan cerrice on aanusl sinking fund caloulated to repay
the ioen after a &pecified aumber of yearsz, chen at lae
end of thet period, 1f the siaking fund instalaents have
been provided out of reveanue, tha Pallwey, or what i@
left of it, has been scquired out of revenue. And 1if,
in sddition, an annusl Penewals provision on & "life" basis
had been provided out of revenue, the proprietors would
have the squivalent of & new Railway (4.6, the Railway
as it stands plus a Renewals Fund equivalent to the
caloulated depreciation) free of encumbrence.

Te The proprietors could reborrow after paying off
the loan, and so alwaye have their sssets acguired out of

borrowed capital. In principle no objection could be

taken to that course provided t hat adequate provision i

for renswals on a "}ife" baeis ie made, 1.6. provided the
Renewals Fund cash balance end the Sinking Fund acoumula-

tion together never fall below the calculated daproeiltiolﬁ
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8. The Clnking Pund accumulation would not, however,
be available for mesting axpenditure on renewals; and in
Practice it wo be 1 ary to provide Renewals Pund
contributions large enough to produce sufficient cash to
pay for renewals as and when reguired, even if thope
oonuxbfﬂiona and the Sinking Pund acoumulations toz;thor‘
would exceed what would be required ss ronewals contribu-
tions on the "life" basis. It would not, however, then
be necessary to reborrow the whole of the loan after
repayment.

9. If on the other haad e fresh loan is not to be
raieed to replace inwhole or part the original loan after
its repaymert, {t will be necessary to provide all aloag
& Tenewals contributicn on the life basis in mdaaition to
the separate privision for einking fund,

10.  But in toat case, if (as would ususlly happen)
the ainking fund inatalments s1c invected 8o ar to
Scoumulate during t¢he period of the loan = suam & ifficient
L2 repay the loan at its msturdty, there will be during
the period of ine loan, a charge against Railway receipts
for sinking fund end interect on the full amouw:t of the
loan, and no charge for sinking fund and interest after-
vards.  Accordingly, with a 8% loan carrying a 1% sinking
fund to repay in 37 years, the annual charge against

Railway receipte, expressed as a percentage of the loan,

would be:-
First 37 years: Afterwards:
< %
Renewals Pund contri-
butions .11 3.11
Interest on loan: 6.0 -
Sinking Pund instal-
ment! 2a0 a—
9.11 3.11
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1., The General Manager expresses the view that with a
Govermmemt railway, where it te policy to provide
efficient transport at the cheapest possible rate, and where
the oapital ie borrowed, it is not nsoessary to do more
then the minimum negessary to ensure & seund financisl
position. Anything more, he urges, would unduly tax the
present generstion for the bemefit of a future one, whieh
is jartieulsrly undesiruble in s young, developing country.
18, He wants to provide s renswals contridution of 2j
for the next 10 years, und them review. He produces a
table (page 10) showing that, on & 25 basis, the Kenewals
Fund oredit balanoce would reash £1,064,418 by 1945, then
steadily decline to £19,20. by 1954, after which there would
be inereasing defioita, rising to 21,658,730 by 1960, ke
shows, however, that from 1947 oawards there would Ls savings
on loan charges due to repayment of loans, end that these
savings would be more than sufflcient to make good the ccah
shortage in the enewals Fuud. The scousulatsd mvings to
1980 are shown as £3,096,728, against the Lemewals Fund
osah shortage at that date of £1,6086,730,

13. General Hemmond .oes not support the Ceneral
Manager's proposal. He stresses the importance of & fully
sdequate anmual oherge for renews.s, and of ite definite
provisien 0.0.\-‘.;1 #0 as L0 avoid the risk of clamours
from Sredere for lower traffic rates at the expense of
,roper renewals provisions. He points out that the local
recewals expenditure celcoulations aure based on the estimated
ph sical lives of the assets, without making any allowance

for :-

(a)




Page 115 of
the hallway
Betimates for

1930 in S24543/3.

(a) obsolesosnce - improved types which would

make she use of the old types uneconomie before
they had physieally worn, BB
(b) wunder estimates of physiocal 1ives;
(o) possible rise u\; cost of replacement, in view
pu-ueu.n; of nighly probable rise in cest of
native labour;

(d) unforeseen contingencles.

ie, failure Lo make allowance for these faotors
would, nhe urges, condema the Railway to being able %o
replace assetis only when tiey were wurm out and not when
tiey became obsclete, whioh would be false eoonONy.

18. General Hammond advocates s definite annual
provision on s preper “1ife" basis, but he considers
that the sinking fund instalments might be wet from this
provisioa, and mot provided for in sddition. I attesh

a statement of the Ugsnds iamilway loans. This statement,
which does not inolude the ixshequer loan of £5§ mi.liens
odd for which mo repayussl arraungement has yet been nade,
shows that when siaking fund instalments ocommence 1B
respect of the Lenys loan of 1927 (40 1931 ., the Kewe
loan of 1828 (im 1932, , and the loan now veing raised to
cover temporary sdvences (say in L1934/, the total annual
einking fund charge will De about £115,000. Now the
snnual renewals provisioam oam s “life” basis (3.11})

ls £354,766, OUeducting from this the £115,000 for sinkls
fund there would be a balsnce of about £240,000, againmt
the .snersl Mansges's proposed L2286 453 on & Ej basis.
18, sir John Cempbell supperts the General Manager'

prepossl, but em the clear undarstacding that savings

loan charges after 1947 will be made avallable as




0

b

for renewals expenditure. He oonsiders that obsolescence
should take its chance out of the net surpiuses svailable for
betterment (see parsgraphs 22 to 24 of wy R s o

20th Ootober 1930 in this file).

17. 1 egree in prineiple with Cenersl Haumend that it ie
{mportant that definite sad epecific provision should be made
for renewsls oR & proper “11fe” basis. But, if, as would
appear, it is not intended to reborrow on the repagusient of &
losn, I do 20t agree with him that siuking fund iostalments
might be ##% out of the renewals provision: that would
inevitably produee a serious cash shortage in the Henewals
Pand in time.

18, 1 dieagres with the General Mansger's theory that
it would be sound emough %o .ix the renewals provision bW
reference to the ealoulste. cash regquiressntis over s longish
period. The table in pars.d above shows that this would be
dissstrous in the long run unless the jerceantage provisioa
approximated quite closely to the [reper “Life” basis provi-
eion. But one must, I think, comsider the ohalges for
interest, sinking fumd and renewals as together saking up the
snnual cost of the asseis; and 1 should not ordinarily eee
objection %o the renswals burden being ease. luring the
period in which losn charges are payable provide. that the
full savings on loan charges ars pald inte ihe henewals

Fund uatil the arrears of contributions om s ".ife" Dbasls are

made good.

19.




Table on
10 of

Namager's
semeTandum,

19, A Tenewals eontribution on the "life® basis
(3.11%) would be £2384,966, At %% it would be £828,453, =
differemes of £136,313 p.a, If 2% per ammam only «oie ”“@

provided the acoumulated arrears of contridutions on the
*1ife® basis at the end of 1946 would be £8,035,904 (16 x
£.86,313), After 1946 1t would be pessidle.” out of
savings on loan charges, to raise thi .und. contribution
te the full £384,766 and in addition previde the follewing

sums towards wiping off the ageumulated arrears at the end

of 1946,
1947-1500 3 £33,981 a year
1961 H £70,181
195621959 : £89,773 a year
1960 H £359,673

This wouldreduce the aceumulated =resrs te £863,033 in 1960;
and the arrears would be completely wiped eff by 1054,

20, Oxdinaxly this would not, I think, be unrecsonabie,
but it would nave te be glcarly umdersteed, both here and
leeslly, and clearly shown in ths Railway Kotimates and
Agcounts, that the proper annual sontribution ie £304 766,
and that the arrears are te be made goed out of the savings
on lean eharges, whioh, eo long as there are any arrears
will not be aviliable for amy other purpose,

21, But this takes ne acoount of the Exshequer debdt

of £5% =millions odd; end if the savings on loam charges
were hypethesated up to 1964 to make geod arrears of
renewals contributions there weuld be no foreseeadble margin
in the Railway revenme and expenditure aseounts up te 1964
for making any payment in liquidation of the dedt, apart
from the possibility of securing after 1934 the £100,000 p.a,
to be provided up te that year for reserve (T,L. 3/11/30
herein),

22,



s, It fe t7ue “hat we agreed thal the question of the
Exehoquer debt should stand over util 1934, But we eould
not reasomably be expested te sanstion mev any renevals
arrangement whieh would give us su‘muu of
getiing anything fpart from the possidle £100,000 a year
aftey 1934) before 1964, The substantisl relief from lean
charges after 1946 would p?mu a sonvenienmt pedtes out of
whieh our debt eoculd be liquidated without seriously
esbarrassing the Railway,

3o I would suggest as a feir arrangement that one
hal .. 7ings on lean charges, im respeet of existing and
all future leans, be hypetheeated for the 1i qidation of the

Axchoquer debt, and that, if this is mceepted, the debt be

not liquidated from any other reules,
24, This would give us £1,548,37¢ by 1960, and at least
£.83,198 p.a, thereafter,
28, But the other half of ¢he savinge »7 lesn shaiges
would not euffice to wipe off the rencwels eontribution
arreare within an ressonable t:me: i» faet the noousul ated
arreara would go ouw increasing umiil 1959, If the renewals
eontributicn wore 248, inctead of 2%, up te 1946, the
arrears a8 the end of that year would be 2,112,008
(23,026,904 = (16 x £67,113)), The available share of
savings on leas charges would reduce the arrears te
£569,000 by 1960, and wipe them off by 1964, That would be
reasonable,
26, Ny oonelusions are -

(s) That we ghould mot sanction anything less tham the

full ®1ife® basis renewals contribution unless and

until suitable provieion { s made for 1iquidating
the Exchequer dedt,
(b) That if we are guaranteed o half of ull leam
charges savinge we should agree to a renewals
sontridution
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%, It 4s tzue that we agreed thii the q\puuulof the
Exenoquer debt should stand over ustil 1934, But we eould
not reasomably be expested te sanetion mew any rensvals
arrengement whieh would give us little or no ehana: ;.“'2%
gotting anything Gpart from the poesidle £00,000 a year
aftey 1934) before 1964, The substantial relief from lean
charges after 1946 would previde a eonvenisit pesked cut of
whieh our debt ssuld be liquidated without seriously
embarrassing the Railway,

a3, I would suggest =c¢ a falr arrangement that one
half of savings ef lu. . .ucsges, im respeet of existing and
all future leans, be hypotheeanted for the liguidation of the
Exchequer debt, and that, if this is scoepted, the debdt be
not liquidated from any other souree,

24, This would give us 21,848,364 by 1960, ané al Least
£.83,198 p,a, thersafter,

28, But the ether half of the savings ¢n leca dhiarges
would not suffice to wipe off the reresdls eontribution
a¥rears witnin s ressonable t ms: 1in fest the neeumuloted
arrears would go on increasing until 1969, Ir the renewale
eontzibution were 2¢%, imstead of 28, up ta 1946, the
arrears @8 the end of that yeur would be £,112,006
(23,085,904 « (16 x £57,113)), The available share of
savings on leam charges would reduce the arrears to
£560,000 by 1960, and wipe them eoff by 1964, That weuld be
reasonable,

26, My ooneclusions are -

() That we ghowld mot sanction anything less tham the
full "life” basis renewals contribution unless and
until suitable provisiom i s made for liquidating
the Exchequer dedt,

(v) That if we are guaranteed a half of all lean

charges savirgs we should agree to a renswals
contridution




£

eontribution of S)% up te 1946 en the esleaur
understanding that the eontributice 11 be raised
to 3,115 after 1946 and thot e &r the
available half share of lean charges savings will
be applied for so long As may be. nesessary to wipe

off the arrears of rese¢wals sontridutions at the

end of 1946,




Usanda Bailwes Loans,
Loan Interest Sinking
Pund

£ £ £

1.  Busegs Railwey (1910/11) 170, 000 B, e8¢ ;mx,voo (1£)

2.  Port Bell - K /m!um 38,900 1,151 (84f) 494 (1#8)
1912/13)

Inprovements - Busegs 29,160 . 1,021 (3%7%) 437 (134)
Railway and Marine 2
(1912/13) s

Loan of £329,000 136,791 9,350 (Interest -

(1914/15) & Sinking

Fund
Annuities)

Temperary advar 5,000
pending loen

Kenyn loan of £8 m, (1921) 2,837,841 170,258 (8%)

Kenys Loan of £8 m, 4,431,238 2g1,062 (5%) -
(1927)
Lenya Loan of £8 m, 2,076,609 93,447 (417)
(1928)
9. Temper ary adveanoes
pending loan 32,878
£9,711,337) 540,614 39,581
)
plus )
temporary )
advences |
end ing )
§onn)

[




Netes of a Corferense at tae Colenial Office on 6th Jamiary,
1931, to consider the previsiems te be made for (1) Uganda
Railway remewals (3) Kenya amiUgands Railways and Harbours
reserve fund and (3) Kemya surplus bal nces.

Exsaanti-
siy v,C, Bottomley (Th the Chair)
8ir Johm Campbell Celonial COffice
Nr, Allen
Brig, Gemersl Hammond
Nr, Waterfield
ir, Skevington

g Tro:uv‘

P X

Mr. vaterfield said that the Treasury were
impressed with the impertanee (which had been mnolul vy
General Hammond) of estublishing t'» grinelple -f nmuu
for renewals on a preper "life® basis, i.,e. for eash !&dﬁ.
aseet an annual previasisn equivalent %o ibie original oest
divided by the estimated physiozl 14f=, Un the basis ef
the existing wasting ascets the sum of these anmusl provisions
werked out at an all over pereemtace of 3.11, Frovision on a
sere frugal basis weuld meet the astual onsh requirsmenia fer
renawals for some yea s, btut the lenger the period to de ) ‘
eongidered the more closely weuld the provision required-on &
*eash requirements® basis appreximate te that on the “1ife"
basis. Having regard to obsclessenes and other fastors whigh
had been referred to by Oemeral Hamsond, it would not be safe
te previde less tham on \h_- “1i{fe" basis,

He recognised however, that where (as appeared to
be comtemplated for the Uganda Railway) the railway assets
nad been asquired out of loans carrying sinking fumds, tlA " .\J
it was not imtended te reeborrow on the repayment of M

leans, the railway weuld be saddled with interest and -1-!“.
Y Y

B T3

7 -




fund charges during the urrengy of the loans and with 3‘?
nothing for these sharges afierwards. Jer this reasoen he
would not ordinarily ses any stréng ehjeetion to a reduced
Prevision for renewals during the currency of 4he leans on
the elear umderstanding that the subsequeit smn lean
charges would be definiteiy earmarked for raising the future
snmgal renewals prevision to the proper *life® basie and,
in addition, making goed the total defieiengy of the r-nmliv
provisions in previous years taking the "life® basis as the
proper one from the start,

In the present case, however, there was the
diffienlty Wikt nothing had yet been settled about the
liquidation of the Exchequer debt of £8f millione odd; and,
pending the settlement of that question, the Treasury did not
fecl able to sanetion any remewals arrangement wnieh would
'nvelve drawing in due course on the eavings on loen ;ﬁ.ﬁ--. -a
He reeegmised that it had been agreed to defer ¢ sideration ?
of the Exchequer debt umtil 1934, and whilet the Treasury :
did net wish te prejudice the dadsion in eny way they could
not igrere the faet of Lhe existenae of tha debt, Tl:#
Treasury weuld be prepared te¢ eunction an anmudl renewals
provieion of 345 for the period 1931 to 1033 on the uudere
standing that the "1ife* basis was ageepted ss the proper one

and that the short previsions during 1931 te 1933 would de
msde goed in later sears om a plan te be approved by the
Treasury,

Sir Ceeil Hottomley said he thought that a

reasonable arrangement on the umderstanding that its aecept- '/
anoe would not be taken as pt-:u‘ihu in any way the deai ]
te be takem in 1934 regarding tne Excnequer dedt. e

-,

2o




fund cha ges during the oirrengy of the loans and with 39
nething for these eharges afterwards. Jer this reasen he
would not ordinarily ses any streng ehjection to a reduced
prevision for renewals during the ourrency of the loans on
the elear understanding that the subsequent savings on iean
sharges would be definitely earmarked for raising the future
anmsal renewals prevision to the proper “"life* bml: and,

in addition, making goed the total defieiency of the renewals
provisions in previeus years taking the "life” basis as the
proper one from the start,

In the present case, lowever, there was the
diffieulty that nothing hud yet been settled about the
liquidation of the Exchequer debt of £8f millions odd; and,
vending the settlement of thut question, the Treasury did not
fecl able to sanction amy remewals arrangement wnich wouid

nvelve drawing in due course on the savings on loan .ohI?C.Io
He reeegmised that it had been agreed to derer ccnesideration

of the iExchequer debt umtil 1934, and whilst the Treasury

did net wish te prejudioe the dedeion in eny way they could

not lgnere the rfagt of the existenge of the debt, TN

Treasury weuld be prepared te sanction an annusl renewals
provision of 244 for the perfod 1931 to 1933 on the underv '
standing that the "life" basis was ageepted as the proper 0‘:; 1
and that the short previsions during 1931 to 1933 would be
msde goed in later .ears om a p_lu te be approved by the
Treasury,

S4r Ceeil Hottemley said he thought that a

reagsonable arrangement on the understanding that its accept-

anoce would not be taken as prejudieing in any way the dldlw
te be takem in 1934 regarding the Exchequer dopt. i

-
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8ir Ossil Bettomley said that it seemed very

Souddful whether it weuld be praetiesdle to raise the reserve
fund e £600,000 by the end of 1934, )lrt!e:e?;rm
renevals provision vas to be 24%, instead of 2% as the fijgh
Commi ssioner had eontemplated, The railways were at present
Maving a very lean time, The Gelenial Office were,
however, anxious that the reserve fumd should be raised to
£600,000 as soem ae n‘uluo, and whilst they would aim at
reaghing that figure by the end of 1934, they could not give
an assursaee il "ike object would be achieved.

Nr, 'l\jl'“.lld said the Treasury would be content
with that en the umderstanding that in the event of an
emsrgenay there weuld be no raid on the lisnewsias Fund without
the consent of the Treasury, V

Kanya _Sursius Bslanses. |
§

8iy Ceoil Bottomley said the Ceionial Offiee

fully appregiated the desireblility o7 increasing the supplus T‘

balenoes and had already adopted the policy of accumulating
not less tham 21,000,000 on a definite plan, In view,
nowever, of the preseRt abmormal conditicvis he did net
consider it practicable te insist on the £1,000,000 being
reached definitely by the end of 1936,

Nr, Vaterfield emphasised the importance of adequate
agoumulated bdalanees, and he instaneed in support the regent
remarkable ehange for the worse in the finances of the Sudan

owing te the slump in the price of cotton, The Treasury

PN S S

were interested im the maintenanee of adequate balanees in
Kemys by reason of the question of the war expenditure dedt,
wnich was to eome up for consideration in 1934, One milliem

peunds was less than half a year's Kenya revenue, and he

«de
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Sheugh$ an effort should be made te reach that figure E
the end of 1936, In provosing that date the Treasury had

Ssmumed that 1980 weuwld be = bad year, ppd that £4 weuld sct o
be possitle te add te the balances befi¥e 1938, but 1% now
Sppeared that the Estimates for 1931 showed a surplus of

TOVONNS over expenditure, He suggested that a definite plan
should bde adopted t_c!” inersasing the surplus balances

(ineluding the working balance) te £1,000,000 by the and of

1936 on the umderstanding that the Treasury would agree to

tzo provision being postponed, if necessary, in any bad year,

9
476, with one pestponement the amended plan would be to reach
£1,000,000 by the end of 1937,

8ir Ceeil Bettomley, suggested that theie wight be
& diffieulty through the Celenial Offiee and the Treasury
disagresing as te what censtituted a bad yoar, Mr, Watesfield
\heught there sheuld be no diffiewlty. The Colonial Offiee «3
and Treasury interests were not really in éenfliet, and he /

-

would usmdertake that the Treasury would ceal with the matter,

A

if it arese, in a reasenable spirit,
842 Cecil Bettemley said he would be content on

that understanding. )
It was arranged that when the weeerd of the

conglusions of the Conferenee had beem agreed the Colonial

Office would put forward the proposals officially if appreved,

where negessary, bty higher Celonial Offiee authority,
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‘ 8ir,
Parly. US. of S.
Secrelary of Stats. I am directed by Lord |
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cone tied, and 1 am to enclose a

copy of the Gorrespondence with him
which also deals with the question
of the Railway Reserve iund to which
their Lordships have referred in paragraghs
8 md 9 n;/f their letter 5/32902//3 V - 0
v/ - Tadedh
of the 3rd November relating to thoﬁm . N
requiranents of the Govemment of Kenya
and the Kemya and Uganda ?z;lv'a_ya and

A

at
Harbours. In/reply to tnedr letter

of to-day's date Loru Passfiela hae sug-

gosted that the question o’ the provislon -

L

1 to ne made for both/?euewals and Heserve

Punds should be discussed vetween repre-

sentatives of the Treasury and this Jepart- {1, e

sent, and that General Harurond should be -

invited to be present. o

eto.

. P ARKINSON

u. .
|;)A'.‘|\0L~0 Lo »




consulted, and I am to encloss &

‘copy of the correspondence with him

N
which also deals with the question <y
of the Railway Reserve ind to which ‘
their Lordships have referred in parapraghs
% (
8 md 9 of their letter 5/32902/®8/3 V "31'310’53)

of the 3rd Hovmbcr"/rolatmg to tnoﬁm
requiranents of the Govemment of Xemya
and the Kemya and Ugzanda 34 lvays and
b ‘
Haroours. In/repl; '- tnebr letter
of to-day's date Loru Passf.elu nae sup-
gested that the question o tne provision
'y
to be made for both/Renewals a.. isserve
Funde should be discussed ‘etwee. repre-
smtatives of the Treasury anu tnis epart-

ent, and thet Geueral :amnond snou.: He

invited to be presect.

rAR ?\\Nw*

esignedt A

e, /

Domning Strect,

/” £y

e 2‘% e l .
jCﬁ»—'M For Nr. Pu'kimn'
m signatyre.

;lsac.m.l.ll/p/
.&].SMM ______
"Sir G. Grindle. .
Pearmt. US. of 5. Qur offiecial letter ¢¢ P.- ;
Parly. US.of S r
Secraiary of Stats . _ ‘to-day's date, (16100/30) has

\"

sugrested that the two Deinrtmmt

2 DRAFT. s. '{thdso

- should odnfer on the outstand xig §

A. P. IATKR’IRLD m

quntioyrelating to the loan

requirements of {he Govermmen t .

of Xeya and the Xenga and Uganda

Railways and Harbours, and tha}

General Hammond shonld be invited )

to be present at the disoussion in

so far as it conserns the provisios

J..lnv"/ to be made in respect of the&ail-

way (eneull and ,fosorve }unds.

In a separate letterlalm of to-dqy's

date (16850/30) we have sent you .
/ -4

further papers reparding those fundss’
‘I J ‘ ¢ 5'4‘,4 et b

Ifﬁ“ﬁh—’ would be helpful if you

lotter




leti r with marginal notes made by
Sir John Campbell, together with &
copy of & minute written bp Sir
John Campbell on receipt of that
letfer. These.l encloses

We realae HKap -
ra M

' s/lu;’&, py: .5_
/a‘\ f% “/@ f__*.

Ch at
ottt vk f <o
A, Jek 2 My
P, s %
Gl Adtiiniotimling
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PARKINSON

signed) A C, C
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nd's views.
1Y ‘ t r trat tue qwestion
charpes shoul 6 rardel as tside the ras

erewal

lenewal s shoul

jeductio

provision

acoount

as1s of the
revenue in

uU a year,thouph

~
was recoyuised th there was no real aaequate uatg for

yeh a caloulation.
Aorna :

5) leneral Harnond conbendy.as, slisoundwthe luﬁgm

of
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» 4- 4
4 of the General Manager that when the balance of the Renewals
® fund becames adequate the policy of purchasing rolling stock

out of acerued depreciation should be pemitted. is
to this not merely because it depletes the Rannah"m
order to new assets, (though this objection would I am

sure be o::{nod by the Dirmzr om Aﬁﬁ“ﬁt also
on the ground that it wopld enable the General Manager to

inour capital 1iability without reference to higher authority. ‘
(1 doubt if there is anything in this latter objection, in

view of Sectiom 17 m -J..of the Urder-in-Council, which
require all oxpculnun Trom Renewalo Pund to be included in

the Zstimates which have to go before the Advisory Council,
the High Commissioner, the Legislative Council and the
Secretary of State; and that no money shall be withdrawn

from the Railway and Harbour Pund (which includes doprochuonm
moneys) except to satisfy a judgment of a court of law, or
except as approved on 3stinates sanetioned by the Secretary

of State.

To sum up, we have now got tne following rosition ;=
] ‘a) lecal propesal.
Jepreciation 2T for the next lU years,
Reserve Mund, C£AQ0,U00, to be built up by contributions of
fram £50,000 to £10U, WU annpally.
‘v)  geleaial Q{fice proposal.
Jepreciation 27 for the next lU jears, plus Reserve
Pund of £6W0,000.
(¢) General Hammond's proposal.
Depreciation ? proper life basis, presumably 37,
subject to’deduction equivalent to Sinking Mund charges on Loaa
u’-éé_?nwnmw wasting assets. Reserve Fund also




\.ﬂ\«—A

to boa-uq.irod, mw; at the expense of the Renewals

. Pund.
(d) Treasury view. : v §
The Treasury have not yet had an opporm j

considering the local depreciation proposals, ‘but they

previously considered that the rate_ghould not be less *
No.31 on  than 3%, and in the recent letter relating to Loan
1610d30

proposals they asked for an assurance that the Rourve Fund

shall be raised to 600,000 by the end of 1934, in addi-

tion to chnrgingﬁqwals Pund contributions on an adequate

i

ik
a

basis, as approved by them.
Personally, (but on such a technical mmtter one
can only speak with diffidence), I have always thought that |

reduction in respect of Redemption Charges would afferd us
opportunity of getting away with something less than the 3}.&
Ths Treasury have told us that they expected us teo oonsult
Gensral Hammond before communicating with them again on the 3
depreciation question, and having regard to his views, I do
not see now they can insist on the full 3¢ without taking |
into account Redemption Charges, al!though the other members
of the Guaranteed Loan Comnittee suggested that full prowi- 4
sion should be made for both, if the situation admits.

1t 1s sbundantly clear that the ZRailway cannot if'x'.‘fx-mt i
situation provldo‘; full 3% plus £100,000 annually

the next 4 yurs to Reserve, and in fact it is very doubtful
whether &hey cmnd more than about £5u,u00 for Reserve,

even if the deprecietion provision is cut down by an amount f
equivalent to the Hedemption Charges on waste assets bought |

from Loan.

Sl T ‘,
7/" /’ 5 b’ i ‘

S R N SRR 2 . :




STATISTICAL NUTE. ~

Th‘_mv'mg figures (which are rounded
off), are based on the capital value of £11,400,000,

arrived at by the Local Departnemtal Committee.
‘-

(The provision made few the 1931 BRstimates (£240,530)

is based on & somewhat higher capital value, and is :

caloulated at 2% only).

As this question of depreciation is also
mixed up with that of the Reserve, 1 attach a copy
of a Note dealing with the leserve which I previously

prepared in connection with the peneral Loan proposals

Taking
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Taking the comparison of deprophttnw 27 ‘
and the full provision of £100,000 for Reserve, 76t the 1

following annual charges on the above cai:al basis :- 4

Depreciation K4 ’

Reserve “ 100,000

Anpual charge ... f;m 000 . )
' (b)

Depreciatiga. 27 2228, 000

Reserve o 100, 000

Annual charpge ... —_— m

The actual prévision 35,1931 3stimates on the

abovo(baoia is :-

Depreciation 4 £228., 000
Reserve ' 60,000 -
Total .. ©288,000 . o

There is therefore & short fall as compared with (a)

'S
£15¢2, Wu, (b) £40,000.

The M*ton oharges for whiech provision is nade 'u;
the 1931 Bstinates in respect of the nain loans only, anount’;
to £94,000 decuctagtine 1o full fn‘“tue provision for 1

depreciation at 3" we pet: -

Depreciation £248, 000
Reserve 100, W0
Total s ws £348, 000

i.e., & short fall in 1931 of £60,000, or in other words,




*

W8
2-
Taking the comparison of depreciation at 3% and 27

and the full provision of £100,000 for Reserve, we get the
following annual charges on the above ui::ﬂ basis :-

“Depreciation 37 £342]
Reserve 100,000
Annual charge ... e s i{:_A_A_&_Q_()O__

| Depreciation 27 R r.aa(a?&w
Reserve 100, 000
Annual charpe ... ... £328,000

Phe actual prevision 1:]‘,‘2931 Zstimates on the
nbove{buu is -
Depreciation 27 2228, 000

Reserve _ 60,00
Total .. ©288,000

There is therefore & short fall as compared with (8)

r 4
£15¢2, W0, (b) £40,000.

The !bd+1on charpes for whioh provision is nade in
the 1901 Bastinmates in respect of the nain loans only, anount’

to 294,000 deductenwtiis in full Ja the provision for
depreciation at 3”7 we pet .-
Depreciation £248, 000

Reserve 100,00
Total cos £348, 000

i.e., a short fall in 1931 of £60,000, or in other words,




i |
|
o if the Bstinates provide for depreciation at £248,000, b
there would only be 240,000 left for Reserva. L i
General Hammond would at one time hnvo'?m 1
~ ) the deduction of full Redemption Charges, but now he 3
oo, wof s oo giders that the deduction should be limited to the 3
7.7 . 9 fae Redemption Charges in respect of expenditure from Loan »
o .. A~ : !

M gA; M fpoe wasting assets only. It is, however, not possible
to give that figure, Foreseeing the need for such a
figure the Secretary of State's despatch of the'8th
;
carried out it was unnecessary to nake calculations in repard '

4 on January 1930, said that it was assumed that as the result
15929/30 ) . )
of the investigation of the wasting assets it would be
possible to form an estimate of the reesht of such aasots
which represents expenditure from the proceeds of the 1
1927 and 1928 Loans. Unfortunately the local authorit!as

took the view that having regard to the exhaustive enquiries

to the wasting assets from the expenditure of cestain
specific ‘;oa:.a./

1f it is arpued that Redenption Charges should be
taken into account this would presumably apply to the kiax"bourl
as well &8 to the “milways, and the point is relevant since ||
the Amilway bears the existing loss on the h’arbours. The ||
position as regards Harbour uoprocmnou is that the
Departmental Committee recommended M figure of
£16,372 on a capital value of £587, @1, or approxinately
2o Redemption Charges on the Harbour portion of the three
Wk loans, amount to £28 ,446.

il i

‘ As regards the BZstimates for 1931 which we have just i
had in draft, the contributions to renewals are put at :-

R ailways



.. a

(a) :

0 Railways £240,530 ;
Mot ’ {

S:rs‘i.cu £6,782 ‘ ‘

Marine -
Harbours 24,425 Gl
Total ~271,737

(a) Tnis being 27 represents a capital velue
of roughly 12, 0 000.

v) Te substantial increase 1n uopreciation amounting
to ajproximately 5% more than the above mentioned

figore of £16,372 is due to provision having been

[ A ——

nade for the new berths.

In addition to the provision for depreciation, the
Bstimates provide in the net revenue account for the transfer

t3 the interest reserve fund of £60,132. The balance from

g ———

the milway e carried to the combined net revenue account g9 !

£%0,529, whioh is exaotly the anount of the loss carried from

the Harbours into the Jevenue account, with the result that the

combined net revenue acoount exactly balances, and there 1s

pothing left to carry to fmilway betterneat.
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The present position of the Roservf”
follows:~

Balance 3lst December, 1929 £100,000
Provided in 1930 Estimates o 50,000 (.I‘
Total £150.000
(a) In view of the fimancial positiom, it is possible
that it may not bs practicable to allocate this sum to the
Reserve a8 propegwd-in the Estimtes,
1. Local froposal.
It is proposed to build up the Heserve to a
; by annual contributions not exceeding
ot less than £50,000, 1t is alse proposed
sduction in the depreeistion rate to 2% is agreed,
to the deserve from the Remewals provisien for
lent of ¢ namely, £56,59%4, this with the
¢o would bring the total Heserve as af]
£206,59%4, leaving a further »
reach the contemplated total of
nio means that that figure woula be reached im
ars, f.0., D sarlicr than the 3lst December,

sapber, 1934,

It ie proposed that the Reserve should be built
up to £2600,000 instead of £4 0,000, i.e. an increase of
£200 ,000, the scoumnlation of which on the above basis would
take an additional two to four years, i.e. the £600,000
would be reached either by 3lst December, 1934, or by 3lst
)eaenber, 1936,

3.




3. Ireasury Proposal.
The Treasury propose that the
£600,000 should be aceumulated by the 318t
1934. Assuming on the above basis that the amount

in reserve at the end of 1930 is £206,594 it would = ,‘
mean that they would have to ao::mulate an additional
£393,406 in four years and place aside for this pur-
pose the full £100,000 a year. But the Treasury also
say that this is "after charging Renewals Pund con-
trihtion‘z‘;ailra‘n adequate basis as approved by them",
At the moment the question of the depreciation rate
is upder reference te General Hammond. He,like the
Treasury, wanted 32. The present provision is 2§
and the lossl Admimistration consider that &% wild
be adequate for the next ten years, when the satter
gould be reviewed, The local view is shared by Sii"
John Campbell. Taking round figures on a capital
valuc of £11,400,000 the 3% gomtributiocn is
£342,000, the 2#,. is £285,000, snd the 27 is
£228,000, If the Renewals ocontribution is reduced

to &, i.e. £228,0.0, the Transport Administration :
will no doubt sec¢ its way, if and when trade_condi\‘.ionl'
improve, to set aside £100,000 for the Reserve, making ,
8 total of £328,000 for the two purposes. In fact,
they already have suff{bient provision in the 1930
Rstimates, i.e. Henewals £285,000 and Reserve £50,000,
making £335,000. If, however, the maintenance of the
depreciation rate at 2§. is insisted on, they would
have to find & further £50,000 in order to make £285,000
for Renewals and £100,000 for Reserve. i.e.ﬂBf)A,O\OO :

in




3. Ireasury Proposal.

The Treasury propose that the total of
£600,000 should be aceumulated by the 31lst December,
1934. Assuning on the above basis that the amount
in reserve at the end of 1930 is £206,594 it u_o_uld
mean that they would have to accumulate an ad&ition@l
£393,406 in four years and place aside for this pur-
pose the full £100,000 a year. But the Treasury also
say that thie is "after chargins Renewals Pund con-
tridbutions on an ado.qu.ai';'t;ais as approved by them",
At the moment the question of the depreciation rate
is upnder reference to General Hammond. He,like the
Treasury, wanted 3.. The present provision is 2§
and the looal Administration consider that 27 will
be adequate for the next ten years, when the matter
oould be reviewea. The logcal view is shared by 3ir
John Campbell. Takingz round figures on a capital
valuc of £11,400,000 the 3% gomtributicn is
£342,000, the 2¢. is £285,000, snd the 2. is
£288,000. If the Renewals ocontribution is reduced
to &, i.e. £228,0.0, the Transport Administration
will no doubt s its way, if and when trade conditions
improve, to set aside £100,000 for the Reserve, making
& total of £328,000 for the two purposes. In fact,
they already have suffibient provision in the 1930
Bstimates, i.e. Henewals £385,000 and Heserve £50,000,
making £335,000. If, however, the maintenance of the
depreciation rate at 2§. is insisted on, they would
have to find a further £50,000 in order to make £285,000
for Henewals and £100,000 for Reserve. 1i.¢.£385,000

in




in all., Purther, if the depreciation rate was to.be f
restored to the old figure of 37 the addiﬁ‘m

to be found would be £107,000, meking £442,000 in all,
ives £342,000 for Renewals and £100,000 for Reserve,

That seems beyond reason, and woun‘certainly involvav
the General Manager in great political diffisulty.

It therefore appears impossible to give an undertaking
as to the £100,000 Reserve and leave the Treasury, so

to speak, a-%iWuk cheque with regards the depreciation
rate: and ] think the first step must be to get

General Hammond's views as soon as possible, and then

deal with this matter as a whole.
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The Under Secretary of State, -
Colonial Office, e
Downing Btreet,
Whitehall K 8.¥W .1.

8ir,

1 have the honour to acknowledge the receipt of your

Wlastéie s

.

letter 16250/30 of the 13th. October in which you ask me

e

to give an opinion om the proposals recommended by the

A

High Comnjesioner for Transport, Kenya and Uganda,

®

regarding the provision for renewals on the Kenya and

Ugands Rallways and Harbours and the Interest Reserve Pund,

/ The first comment whicn [ wisnh to make relates to the

)

»
()

¢

v

|

‘

¢
7
v

the letter under reply that, as at present

statement in

advised, the Becretary of State is of opxuxu;l that it will

be preferable Lo regard tlhe uestlion of sinking fumd

5 ki 1831

Lol

charges as outside the present discuselon, lLeaving the matt

AL a Cel

-
s -

as one of renewals, pure and simple, uncomplicated by any

reference to elnkimg fund charges, on the grounds that

/s
barey

such charges are settled b, legislation or contractual

canha Al
L e
4L

arrangements, that the loane must be repaid by a fixed

date, and that the funde required to redeem them must be

C8fry
lay

available at the due date.

(o278

’ with this method of approaching the Question I regret

that I cannot agree. 1 cannot eee that the fact that the

provision for sinking fund must receive priority in any way
Jaffects
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affects the question as to whether the provision thus made

should or should not be taken into account 1in deciding

the provieion t

the

the sinkir fund
2 £ €, and
this by uoting

redeemable at th

yea -
- la

s supporte

- banse
a suf lent bal

ce

contrary I consider that

s debentures.

made subse uently for renewals. On

the rate and iucidence of

have an important bearing on the question
caniot be ignored 1 would illustrate
the example of the Trans-Zambesig Railway

This 1ssue of £1,200,000 is

e ra.e £3%,000 u year. It would
te incorrect t lgynore the nizh rate at
has ntragted under the trust deed to
entures whner 1dering tr provision
make I a
botn L el reply and the
8 rendumn C ne & frect of the
account, because they ly Justify their
{f a 28 rate f renewals,6 which would
elewa und by J00, DY
relie a haryge wnhich the 1lway
pera »f the sinking
ef Xk that it} possible to
X & t T 110 € g ested
' - tha L! annual
va e C u 1eat
e e Yaler 2% of tue 1 ina
asling assele e unendation
e letter under eply The reasons upon
are L uch a percentage would provide
ance to meetl Llne expendilure which, 80 far
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as can be foreseen, would have to be incurred during the
next 10 years on renewals, and that this balance would
graduslly increase during that period. = After 1945 the”
balance starts to decrease until in 1955 there would be a
deficit wnich goes om increasing at a rapid rate. This
would be more than offset, however, by the reffiction which
would then be effected in lean charges by the action of
the sinking fund, the net revenue previously applied to the
loan charges being transferred to finance the renewals
fund. T

> As opposed to this, the ¥iew which 1 expressed in the
Rast African Suaranteed Loan Comuittee was that, provided
the annual provision for renewals was calculated on &
proper *life® basis, it was legitimate to deduct therefrom
the annual provisiem for sinking fund and place only the
balance thus obtaimed to the credit of remewals fund. 1
do mot think that it was specifically stated whether the
sinking fund deduction should be that proportion of $he
provision which related Lo ilhe capital spent on wasting
assets only, or the whole of the sinkidg fund provisiom
for the year. 1% the abeence of definite figures 1 think

1 would have been prepared to accept the latter, although

-
theoretically imcorrect, but now lhat 1 have been able to

study the figures 1in the Departmental Committee's Report 1
am of the opinion that this will be inadequate and that the
former and larger contribution should Ue sade Lo the renewals
fund. It should be noted that the Rast African Juaranteed
Loan Committee, while they agreed with my recommendation,
stated on 8ir George Schuster's suggestion that they
considered that provision should be made for sinking fund

/in
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in addition to the full renewale provision, if the
situation admitted.

If the tables on Pages 37-46 of the Report of the
Departmental Committee are examined it will be seen that
the reason why the 2% contribution would suffice to
maintain a substantial balance in the fund durifig the
first 15 years is because so little work would be required
during that time in the way of renewals. During the
firet 10 years, despite arrears which have to be made
good, the sums to be spemd-Would be insignificant, and
furing the next five years would remain small. It is
)nly after that time that the bulk of the expenditure
would have to be incurred, and sums would have to be spent
annually which aversge over 400,000 and on occasions
reach £800,000. This would cause such & rapid depletion
of the fund that the balance would have disappeared in 10
years and in 15 years there would be a deficit of over
£1 ,600,000. It is claimed as & sel-off that by then this
deficiency could be made good by the reduction in lean
charges.

*his is surely shifting on to the future the burden of

' making due provision for a liability which has been incurred

-

in the present on the plea that there will be no need to

spend the money for s me lime. It is precisely in order

to avoid thie and to ecqualise the burden that renewals funds
are intended.

It will no doubt be argued that by providing &« sinking
fund the present users are bearing their fair share of the
parden of providimg for the future, but that depends on the
rate of provision. The loans in question are redeemed in

37 years which is longer than the lives of all but a few




of the wasting assets. It must be assumed, too, that the
future users will also, when their turn comes, have to V
provide sinking funds for the loans they raise, and
furthermore the present users get a definite advantage
from the sinking fund because they get their money cheaper
- ]
on that account,
fo The probable financial results are, however, of greater
importance than these cons‘.deratioﬂs as to the theoretical
equity of the respective proposals. The tables in the 7

W
Report show the axpedlii¥dre which is likely to be imourred

in replacing worn-out assets over a peried’ of yékfnlido':{&.

a8 can be foreseen at present, but remewals funds iheuld A2
provide for the replacement of assets wh,i,dﬁ have Méqc
obsolete as well as for those that'are worn out, and it 1~s‘
prudent to provide a margin to allow fgr the unforeseen.

| If we examine the lives proposed by the Departmental
Committee we find that 30 years Is given as the life of
carriages and wagons. 1 agree thit they will j»mbnbl& not
wear out before then, but it is nearly'certain ythqt ‘they :
will become obsolete lung before.  Carriages 30 years old
will mot provide a great attraetion to the travelling
public. In the case of locomotives, allowance is made for
‘one new boiler, so that the actual period allowed for :
wearing out is 25 years. With the normal progress of
improvement a locomotive will probably become inefficient
and wasteful ip & si.orter time than this, .The same remarks

apply to the workshop tools, and the plant and machinery.

The additional cost of a new asset representing its increased |

earning power is & falr charge to capital, but, if there is
an insufficient balance in the renewals fund, the railway
cannot afford to pay for the replacement of the old asset

/till
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till long after it nas been out of date. The General
Manager refers to the tendency for renewals not to be

carried out as due, and hopes thereby to increase the

" balance in his renewale fund. I, on the contrary, regardA
-

it as a most unfortunate tendency because it is calculated
to hamper efficient and economical operation,
Y Besides this there is what may be called "abnormal
obsolesence® caused by new inventions. For instance it
ss1ble that €H 3% years Niesel or Diesel -
motives will be Lher‘mout economical motive
1 a rallway, A line wnich has a good
renewals fund will be able to take advantage
ner than one that has not, and with the

o
in invention “"abnorikal obsolea:nce' is

more lmportant in the future than it has been

Manager's only reference to obsoleacénce is
the whole railway becoming obsolete
levelopment, and he assumes
present argument railway assets
obsclete 1f properly maintained
reference to the need for money
the rallway 18 to be maintained
as a o und worklng concern,

'the seneral Manager asgumes also that replacement costs
will not be higher than the original casts of the assets,
and jJuetifies thise btcny“,uﬁy dr ll'h‘é;‘uléﬁs were buought
at peak prices just after the War. én t.h; other hand
many of the assets, including more than half of the rails
for which a life of 50 years has been taken, were bought at

pre-war figures, and the Departmental Committee state in

their Report that it is Very.questionable whether some of
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the post-war rails will have a longer life than 33 years",
There is further a certain amount of labour involved, for
example in relayings, and the cost of this may rise
considerably. The contingency,therefore, of a rise in
replacement coste is not a tactor which cun be entirely
iisregarded, nor can the contingency of the liv®8 of assets

| having been underestimated. For all these factors,

' : ¢
therrfore, of obsolesence, possible underestimation of lives,

possible ri in costs, or other unforeseen contingencies,
make provisiug hecause all expenditure incurred |
falr charge against revenue. The General
osal leaves trem entirely out of account.
Manager assumes that owing to the reductiéu
r 1946 there will be then a substantial
revenue account which will be available for
fund, and further assumes that it
The relief tnus afforded will be
yeare, rising to 215:/3)92 in 1952,
successor will adopt a
nan h+ has done himself, and
becaus+s nis successor will
necessity of replacing the worn out
the bulk of the actual cash rejuired
be allowed to transfer the funds?
an 1nsistent demand for reduction
always unpopular, wil. probably
ce again be made to take second place. There may be other
demands als satiefy when the surplus of net revenue
account is disclosed, such as the repayment to the British
Treasury of funds provided under the Uganda Railways Act.

8

percertage basis is that it can be varied at will to suit

Another strong objection that I see to an arbitrary
———

the views of the management or administration, or the
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finai ial exigencies of the moment. Although I do not wish

in any way to imply that the bresent General Manager
_would so use it, the system is one which lends itself to
opportunism in financial matters, Other serious results
likely to follow as a conse.juence of this whittling down Qf
the renewals provision, and more especially from the
arguments which have been used to justify it, So long as
provision is related to the lives of the assetB‘:t has a
clear-cut connection with the object for wnich the fund is
formed. It can be stron.ly defend=d on mzny grounds, not
the least of which is that it is approved by the best
authorities, including t% ¢ﬂ;cr-State Commerce Comnission
of America, which was established by the “overnment to

protect the users of the rzilways and enjoys a high

reputation, Once this basis is abandoned and the percentage
ie based instead ﬁerely on the expenditure which it is
thouzht will probably be required over « short period of
years (for 15 years is a short time in the life of a
rallway), many openings for attack are offered. Most of

the arguments =dduced to support the 2% rate could be used
equally in favour of reducing it '“,Ei‘if_l%% and

undoubtedly the present cause will be only the prelude to
further attempts on the part of interested parties to

obtain a further reiuction in the rate.

1 I agree that with the provision proposed by me the fund
will show & substantial surplus over the probable rejuirements
at any given moment, but this appears to me an advantage and
not a drawback. The "eneral Manager himself recomaends that
as there will only be a small margin in hand during the

next few years, the interest reserve fund should be built up
to £400,000 by annual contributions of not less than

£50,000, but preferably of £100,000. The forwarding letter

proposes to raise this limit to £600,000. The necessity for
funds




in reserve is tnhus recognised by beth, and from the wording
it is clear that tais allocation is intended to coupensate
for the cutting down of Lhe renewals fund provisioa. :
1 £100,000 a year would more than cover the difference
"between the "eneral ianager's proposal and mine, but with
this vital difference thut in mine it would ve tfTated as a
f ¢,
charée‘1g~workinglexpenditure receiving priority over

everything excepf the service of the loans,wnereas in his

the reserve fund would e fe%/Q€ fluctuating amounts and

would depend on the x@sul % year's working. I,
myself, consider that ihere anufﬁ be both an ade uate
renewals provis;on and a reserYﬁ,fund, put, if circumstances
compel one to be cut down, let it te Line reserve fund «nd
not the renewals provision. ~Hor can the limit of £600,000
to the reserve fund be considered a large warcin as it will
not be sufficient to cover one year's loan charges in 1331,
wilhiout taking any account of luture cownltwents.

F& the Neneral Manager suys that on & foveluwsnt Kallway
wit is not necegsary to bulld up reserve funds veyond the
winimum necessary to ensure & sound financiasl position®
whereas on a private railway “tne soundness ol 1L5

financial position as reflected in the extent of its reserve
funds and the dividends p.iu LO sharenolders 1s directly
remunerative when s turtner
capital®. 1t is“nob from choice that privatl. rallways
build up substantial renewals and reserve funds. They
would much nrefer to distribute these aliocatlions in
dividends, but both they and the investing public have
learnt from bipter experience thut they are necessary as a
safeguard aé;ikat bad times. Consequently 1t 1s now

universally recognised that the first test to be applic.

the finance of a commercial undertaking
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'iukes for depreciation or renewals. The financial:straits
in which the British Bailways find themselves today f:fdg-
in part to the fact that before the War they had no reﬁéﬁaiL
funds and merely replaced out of revenue each year' such

assets s they thought advisgple’ o

-

%ﬁ?flp* The only differences between a private and # Government
Hai

lway in this respect are that behind the latter stands
a y)' F»:;yd'the Fovernment guagant€éinw the service of its obligationms,
%jb P'“Jdﬁ i and whe privafb railways in many cases do not have sinking
4 r;d\ funds. Thesge two ’f‘\':LOI'B 'Certamly Justify the Government
p¢%ﬂ~‘%§ in not buildiﬁé up such lagge reaerveﬁ, whether in the
‘ reuewﬂls.or other funds, but the present proposal to wmy
mind takes excessive advantage of -them. ;b cuts dowii the
l[ renewals provision and %ISP présértbés‘leés‘tﬁﬁn'one year's
service o(_kﬁs loan ppafées as a maximum ror the reserve
fund. Purther, there would only be £2085000 in the reserve
fund by the end of 1930 and the maximum of £600,000 will
only be‘attained at the earliest by the end d% 1933, so
that the present hardly/;ppears the most sﬂitag}e time ‘to
cut down the provision for renéwals. Hard times come to
Government railways just as much as to private onpa‘ an& it
should be their aim so to order their tinances o« A8 to/
eliminate as far as possible the contingency of having to
call on the "overnment to implement its guarantee, more
especially as this is likely to occur when the Government
itself is experiencing financial difficulties. Td“;Asure
against this adequate reéerte funds are necessary; other-
wige the railways will be a source of weakness and not o}

strength to the Government.

W 1n private railwayé the General Manager has the backing
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of the Board and the shareholders when he has to fight

Q against the demand for uneconomic rates. On a State railwa,
r’)é the General Manager has to bear the brunt of the fight,
Q’\ sometimes without the support even of his own Government.

It is all the more necessary,therefore, that in order to
help‘&in his reserves,whether for renewals or otHer N
purposes, .should be" wed'l protected and that their provision
P should be as little dspende’nt im, possible on the- plsu]fa
of workingz, The General "'nager in thls case, as I see it,
is engaged in weakening his laat and strongest linevof
. p

defence. T
v

" To sum up, the present proposal only provides a

substantial palante in the fund for the first 15 years
beczuse the expenditure on repluoement‘ durlu; that time will
be small. Once the serious work of replacement beyins, the
balance dw.mdlea rapidly until in anqther 15 years the-fund
has a deficit oi over £1,600,000. The proposal =2ssumes

that thc balance on net revenue account, due to relief

from loan charges, will be large enough to compensate for
this, will not be required tor other purposes, and

will be so transferred. It makes no allowance for
absoles;pce, underestimation of lives of assets, possible
wige 1n kést of ‘re’placementk or any unforescen cuntingency” =~ &

and would thus condemm the rzilway to being able to repl\c‘d

assets only when they were worn out and not when they

*[ became obsolete. It lends itself to financial opportunism ﬁ
1j§ a8 the provision is based on an arbitrary percentage which
W “n ( can be varied at will. As a makeweight it is proposed to
'é & place £50,000 to £100,000 annually to the Intcrest Reserve

fund. “This sum, if applied continously to the renewals

fund would make it self-supporting, but the former allocation

would depend on the result of the year's working while the
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I;ttg} would be.a working charge. ° Furthermore, th;g ‘
yeserve fund is limited to a maximum of £600,000 Vhich would 78
be less than one year's servic;'of the loan charges.

Only £200,000 has as yet been applied-to this reserve;
nevertheless it is proposed to cut down the reriewals e g
provision before the maximum p;acgg upon reserve“dag beef

X I

s

reached. Despite the rgcqghf&ioﬁ tpax;reaéré%q;are

necessery, the provision of ‘flnds for them wi#iiieiﬁadQSmoqg,

precarious and the method.of’provieion w;llfsiépiify the

task of those who undbubted;x:g&ll try %o cpt‘dowp still "
o - . . e

' i
further the annual allocations for these-purposes.

79 The hall mark of prudent finance 15\;3 make ample
provision for the future. It is the é;preasedﬂinppqﬁion of
this proposal to provide only the minimumn, to place as large
a share as possible of the turada of providing for the
future on to the future itself. -

9 In conclusion I must refer to one other finunclial point
which has not been mentioned in the forwarding letter.

The feneral Manager recoumends that when the balance in the
renewals fund becomes adequate the policy of purchasing
rolling stock out of accrued depreciation should be
permitted. -

9 This means that if 10 locomotives were bought in 1930°{t #
would be permissible, say in five years' time,(to buy new
locomotives up to the amount contributed during that time$to‘_
the renewals fund on account of those 10 locomotives.
Both the Chief Accountant and the Acting Chiet Accountant

”state that they consider this procedure unsound. 3 A
\k I consider it not merely unsohnd in that it deplet@éy
the Renewals Fund in order to buy new assets but directly
opposed to one of thé'fundamental rules governing the condﬁct

of ordinary financial business in that it enables the
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neneral Manager to incur capital liability without referene
to higher authority. I do not think the Ceneral '
‘ca.n have fully realised this result of his recommendat =
i‘ ¥
27Th‘is can be best jllustrated by the example given ;bqlg. :

When the 10 n‘ew locomotives are bought out of acmcd

they : muet obviously be required to ooPQ ith
In the normal rmocedure the }lanage.@t

I
aud,» ask for

depreciation,
new traffic.

would go to its proprieters, the Government,

more capital to deal wit.h"g._lge.Jncrease in bua*ness. .

Instead the new 1ocomotives are bought out qﬂ_ the Henewals

Fund. At the end of 20 years the original' 10 locomotives

will be worn out and will have to be repliced, but, owing

to the 1ntermedipte purchase of locemotives, there will. not
be a sufficient balanCF‘ in the fund to replace mor® than
6 or 7. The"remammg, 4 or 3 will have to be bought out of

The‘l(anagement will have tnus increased the

' %
oq,é:i tal.

capit:l liability of the prnpriet'rs without their permissi

It is nb defence that the neceesity for raising the capital
has been'deferred for 10 years; : that is a matter rox the
Jjudgement vof tlr}e prpp:riet.ors, not of the Management. The
offence which’ the Management will have committed will have
been to force on the proprieters a liability to raise more

capital without their previous knowledge or comsent.

I have the honeur to be,
Sir,
»*
Your/Gbedi gnt, servanti)

E ﬂ“-bv-‘m
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1 am directed by"Lord Pulﬂold‘i‘; o

M o trangmit ‘*‘ﬂ' the sccompanying )"

oo'ot s despatch with enclosures, frem:,
w €.8,X;,0,8.0.,R.E.
2 o the High Commissione? for ‘!mno:t'.

Kenya and Uganda, on the subject of '
¢ v / > ”‘*L N
(a) the provisien for penewals in the
nu ”,1“0

(W61 )8ccounts of the Kenya and Ugandd
) Railways and Harbours, and (b) the
Interest Reserve Fund.

2. You will recellect that the
question of remewals ceme up in
connectien with the consideration of

‘_ . \h.)upud for the extension of the

Y

\ hl-r‘frulm- to Kampala a8 &~
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"leading up ta the present despatch from the High

Commissioner.

v/

5. In paragraph 9 of his present-
despatch, the High Commissioner recommends:’
2 (a) that as regards the Railway, &
VI aount
zﬂLcontribution to the Renewals Fund on

account of the depreciation of wasting ..
assets, should be definitely accepted for ten

years, and that the position should then be re-

examined and if necessary an glteration made;

(v) that the Interest Reserve Rund/ ,

V4

(which is to be rebniamed “Reserve Fund" or

"Reserve Account"’) should be :.Lgui.Lty up by
new contributions to a total \oryém\,gog. = 4

which contributiohs should, if possible, -
\ X 4 P
be at the rate of £100,000 % anyley, not -
a Yean i
less than zso‘,ooi; and
(c) that as regards 1930, the excess
par |
tR for depreciation already provided in the

v/
Estimates, namely Lbs.b%’ should be trans-

ferred to the credit of the Reserve Fund.
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" leading up ﬁe the preuo;i’ 4‘dn;atch from the High

tommissioner.

v/

13+« In paragraph 9 of his presest

—

despatch, the High Commissioner recommends:

- (a) that as regards the Railway, &
T i
2%/contribution to tle Renewals Fund on
account of the depreciation of wasting
assets, should be definitely accepted for ten
years, and that the position should then be re-
examined and if necessary an g.l;g.ez.'ation made;
(b) that the Interest Reserve Rand)
(which is to be re‘n}amed "Reserve Fund" or
*Reserve Account"’) should be built up by
new contributions to a votal of £400,000,
which contributiohs should, if possible,
. y S ,
\ e R s b \ :
be at the rate of £100,000 $ anyflow not ~/ P
a Yean . /
less than 150‘,007; and
\

!
(c) that as regards 1930, the excess
tR for depreciation already provided in the

/

v
Eetimatgs, namely 156.594/ should be trans-

ferred to the credit of the Reserve Fund.




4.  Reference has been made
shews to the guestion of th. rgln’.pp .
W."“S“" nuu ;’:iviuu-ﬁn .
p;cviuu for renewals; but/ as ;t
irnnn dvtu" t;:o Secretary of State
is of opinion that it will be preferable
to regard the question of debt servied ' -
as outside the present discuesion.
8inking fund charges are settled either
by legielation or by oontruct%.l arrange-
ments, and they have clearly to be
provided for. Loans nave to be repaid
by fixed dates, and the funds required
to repay them SuUSt be avallabdble unless
the Government is prepared lo takxe the

M résk of veing able &%

those dates to ralse fresh loans covering
the repaymeit.

'l. The matter tius becomes one
of renewnls, pure and simple, uncompliocated

by any reference teo sinking fund charges:




and the obvioug bar_ considemlzion is that
the 1ine must - for a variety of reasons, - . iy
Physical and financial . pe kept in a state
of efficiency. The renewals which physical
circumstances demand must be made, as they
fall due; and money must be provided to meet
these demands, as they occur. The discussion
is narrowed down to the question of how this
shoula be arranged .,

5. If the "lifen and "annual instalment®
plan i3 accepted, the result would be that there
Would always be available, in the renewals
fund, the sums require: for the renewal of each
particular Work, as tnag [e]) dug: further,
theoretical y a¢ #ny rate, the value of "the
railway® at any given moment, plus the balance
to the credit of the renewals fund, would
equal the original cost or the Wasting assets
covered by the fund - with, of course, ‘x
variations due to changing costs, the ﬁ[or

€rrors in estimating the “life", and so on.

That is ulearlx a sound and satisfactory

positien




position to attain’ and keep: 1t is l
eminently orthedox and uro;

7. The local criticism is that
such a policy imposes, on the PEssent
generation, a greater burden than it
should be called on to bear. As the
"life" o,r.__i}o_fv‘riou- classes of assets
varies, the inevitable result is that
the renewals fund, at any given moment ,
contains not only the sums immediately

Tequired for renewals, but also a

propertion of the sump 9o required im
N\

5

future y-&o. There will always be, '
in the fund, mere than tho amount
required for expemditure at any given
point of time. M—:‘H:W-n
follows necessarily fram the principle

on whigh the fiund is built up. The

leocal sdministratdon therefore asks

that arrangements should bemade s that,
7

while



and the obvioug basic consideration is that
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the line must - for a variety of realonl..
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Physical and financial . t

kept in a afn:o

eminently orthedox and safe.

of efficiency. mhe Teénewals which physical
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such a policy imposes, on the present

fall due; and money must be Provided to meet
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these deniands, as they occur. The discussion
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is narrowed down to the question of how this

“life" of the various classes € Wbsets
should be arranged.
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the renewals fund, at any given moment ,
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equal the original cost of

the Wasting assets
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S

variations due to changing costs, the ﬁ[ot

leoal sdministratdon therefore asks

€rrors in estimating the “life", and so on.

that arrangements should bemade so that,
That is clearly a gound ang satigfactory
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while the funa will always be adequate to meet

the calle _Upon 1%, the anmual contribution frem

= . 2 . £ ! ' /
. + 8- There would appear to be =
Y A N %
. ® substantial grounds te Juptify the adeptisy Lo
Tev. (e shou].d be kept as low as possible. 4 8 : "f . SR s
poren f ‘this suggestion - coupled, as it 1s,: o
rate of z&u- Buggested; and the plan proposed ARt G
: ‘ © puosf with the propo-&/ to build upydn ther "
is that, as elicuiatlo‘nu on the Wbuu ' ’ %n»v 1A
. manner explained, a reserve fund, . For
tindicate that all renewals on the “life" basis ' ~ i b y
this, s maximum of u,oo,ooo 18 nggu\,d- 3
can be met, dnd %the balance at’ the .credit of the fund will ¢ o : 3
)l ; but General lbodn made it clear ,"hen uu 1
sti11 stg”ndily grow till 1945, 2X should be e o
g - matter was disoussed with him t_h.t he
definitely prescrived as the tontribution for - ! : : ,.
. would have ne objection to a highex: figure, 3
the next ten years - to 1940 - an t the |
’ Yor various reasons examinmation of the i
Position should then be re-gxamined, Thise . ¢ b
: recent financial history of the railway #
'Buggestion is supported by pointing out that, - - 7
does not afford much nzdu;u in suggesting-
from 1949 onwards, relief will be obtained from :
£ 1imit" for the reserve; Wt , o fhe date :
Wb debt -.arges; and 1t is shown that,on * ' i ool
available, it would that a #
the aseumption that this reljes is applied to ’ ’ll"ﬂ '-’23- 4 :
e 4 a¢ a
uoo.ooo ough't' to : 1
renewals, the balance of the renewals fund, on - ’ ' =
und . / 9“‘""“
the 2X basis throughout the period

L two successive and sxgeptionally bad years,
» Would be £1,437,998 {n i 2y

“ mm
and that = might therefore reasonably
» Guring the whole period, have been

i
be adopted.

1960, and would

substantia], The actua) figures will be found

On page 10 of the Genera] Manager!'s

: 9. As regards the suggested rate of |
memorandum ‘ - | 1
ssen int is that the detailed
T uuah‘uso./ ! the e tial po 4
8.

caleulations - which are made on the "1ife®

basis; ‘starting with the actisl .’@tlg‘ fﬁ VB
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EX AR Lo o R ;
¢ Side contribution would suffige to meet all

charges duringthe iw‘\in’r"'lﬂd, and would lesd to &
'steadily growing balance in the renewals fund .
Further, the future would not be in any way
', imperilled. The balance would grow - with
‘occuionu very slight fluctuations in the down.
' J
wards direction - from £942,026 in 1940 to
v
. £1,064,418 in 1945. A decline would then set
v
in; but by 1947 the funds released Ly the rapayment
of p’. varicus loans wguld be available; and they
are empFy sufficient to cover all reasonable
renewals requirements. Till 1960, the er»kuy
contributic® with the new money set free by debt
repayment, would ﬁurﬂo. to meet the renewals as
they fekl cue. And summary calctlations indicate
that, even after tha® date, there would still be
nampmllap» smplc resources available. The local
propossals, tienm, provide for all erl up

to 1940; and a continuation of the contributien

at the same rate - with the debt money am is



Beomme available . wours provide for -
. 3 811 requirements yp to 1960 at least.
' It may of coprse be fe1t thnt an elgnt

= £ ym m.‘ for the overdue ewals |

(¥

is teo lm ht there nro‘plvniou

G B

l“ﬂuntn ll Soncentrating overdue

B

e Tenewals within a %Br time,
- - £

1l. Lord hnﬁe{.& ¥ould be much

st

. obliged 1t yoi'fike tne mittes fnto ?g
Consideration and 1nfcn him 'hothor yli ‘ {
concaur in the uuuuon that Oho proponul “
Tecommended by the llgh Commissioner may be
accepted. In that event Hig Imd;@ip

would invite the Lords dﬂulionoru of
. 7

the Treasury to agree u*ﬂ-.

ok

12. Lord Passfies is also Mvil‘od _
that t‘uﬂ is no reasem to take Oxo_‘ntxon
to the r‘u-ondcuoy in yuquph.;‘v.
of the High Commissioner's dn,udxnu

the prevision for renewals in ‘\ru’o‘os of iyl

the llﬂu, nb“!éill hllbcnr ctﬂ}no / ( i
‘ * i ' i s *‘ 15 “M'&' 4

g g I § St
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subject to any evsorvhstods Tam you may have

to makel he would ‘propose to approve them.
1As regards marine renewals & }ife value of
4 55 years might be regarded as exconivo/mvin;
regard to practice elsewhere; but, as & result of
discussion with General Rhodes,it appears that

the figure of 33 years is justified by Tecal ~

. ,‘experience.

_,‘1»‘\(’
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Note as to Provision for Henewals, ieaye-
wbd-Ugaade—uilnety

Provision for nonewals was first made in 1924.
//yﬁ J/,o During 1926, provision was made to ouver all wasting

, p §{ ebwa assets, both railway and marine, us in the two preceding
- years. The total contribution, however, was appropriated
to the railway sectica of the ienewals jund, as it was
considered that sufficient sums hau been set aside to
seet the rejuirements of the marine section for the
time being. ln the stimates for lvZ2y,-the provision
A A Tk , g ftor depresiation mas ro uoed from 3 per ocent to 2 per
=2 ,
L o daafbaln ™ ceat of the capital oust of wasting assots.
a - < When oonsidering the propusal for the extension
TUL a0 =
. ) ~ of the dailway frua Jinja tu Hampala, both the Treasury
ad (Sheo/X A - :
/)] ani the “s#t ifrican (uarantsod Loan .dvisory Committe:
b
{ expressed views in regard to this question of depreciation.

Ko M 1 ! The "reasury pointed out that in the report made by
Lo 29727 i Geperal Hammon. on the ioays aad Ugands Hmilway in 1921
- he recommended a rate ol appruxl ataly i per cent on
A replacement value, that this recumsendation did not
suggest that s rete of 3 per oeat oa capital value is
exoessive, and that it is, in faot, a fairly wsual over-

“_ ul. rat.. It s reccrded in the ainute of the :5th

e & © meeting of the Guaranteed .oan advisory Josaittes ua the
5e470% 2th July 195 that Gemersl Hammond stated that he wes,”
prepared to sooept a figure of 3 por cent as quite sound

prastioe, otm he recognised that, although out as
conservative




conservative as the figure named in his report, such a
figure would be approved by many authorities, being, in
fact, higher than that charged on many State Hailways.
Ho had always recommended, however, that where provision
is made for sinking fund, the renewals provision might
legitimately be reduced by an equivalent amount.

#ith these viquythe Guaranteed Loan idvisory
Oommittee wers in agreeuent, though, if the situation
admitted, they considered that the sinking fund provision
shoudd be mede in addition to tho renewals provision.
These views were sccordingly ceissuiicated in a despatch
dated the 23rd August 1926 to the High Commissioner who
was asked to take the matter into careful consideration
ith his advisers, snd furnish the Secretary of State with
his observations and recommendstions. In hie reply dated
the 26th Pebruary 1929 the ligh Comaissionof wsintained
the view of the Transport adainistration on the ground
that the experience of the Administration indicated that
the rate of 3 per osut was oo high, especially in view
of the fact that it was applied to the or iginal values and
aot diminishing values. It should also be borns in aind
that the standard of meintenande on the Kenya end Uganda
Hal lway is aow comparatively high. It was understood
that this also was the experience of other Hallways, and
thn; the percentage amount suggested, 2 per cont, amply
oovers the sctual rate of dopreciation. It was further
poiated sut that conourrently with this reduotion in the
peroentace of wasting assets an Interest ieserve fund




wes being estabiished. The High Commiseionsr folt
sonvinoed that with these sxplasaticns, ‘the Treesury
would not cbjest to the arrangements P”P“O‘o N\ h’
was inforsed in a despatch dated the 17th Juie 1929 that
it did mot appesr to the seeretary of State that 'hh i
explanations would, in all respects, meet the mug-nt-
of the Tressury. [Ho was, therefore, asked %0 furaish
a full statement, supported by figures of the arguments 8
which his advisers relied in maintaining that reduotion
of the percentage rate !r;:- 3 per oent to 2 per cent was
mmm in spite of the views expressed by the Treasury
and the Ousranteed Loan sdvicery -dpEEl tiee, and the
reasoned arguments {n Generai Hammond's feport of 1921.
The High Commissioner was, however, informed that in
preparing this statesment, account might properly be
taken of the apinion expressed by the Guaranteed Lean
Ldvisory Committes that where provision i8 pade for
sinking fund the remswals fund might logltmtely be
reduoed by an equivalent amount, although 1f the
situation admits, the sinking fund proviaion should be
sade in addition to the renewals provision The High
Cemmissioner was further informed that unless ths
Searetary of State oould be satisfied in th; patter, the
{aot that the rate of 2 pe¥ oent was adopted in drawiog
up the 7stimates for 12y cannot be regarded as
establishing & pmedmt for 1930, orF subsequent years.
In sddition, it was suggested to the High Cosmissioner
that it would be desirable 0 support bY figures the

statement in his despatch that the axperience of the
ndlinutnt\on
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Administration indicated that the rate of 3 por osat is

too high, espesially is yl-ﬁ the fact that it is
applied to original values and mot to dimimshiag values.
i :
In the Estimates for 1930, the perceatage nm,“‘\ .

mu-mmxmztou,umc. this {merease
being explained as followa in the memocrandum MN
the stisates.
“The ecatribution to the Henswals Fund wud for
reflects an incroase over the 1929 ooatributioa of
£94,638, due sainly to the faet that, on stroag
reccmmendations from the imperial Treasury, and
peading the result of the investigation of the
Asdministratioan’s wasting assets now in bnd.. it is
considered desirsble to inerease the pltt’ 5’0
te 24 - during 1925 an average rate of z.\il“d,
the basis of the Administration’s ecatribution to
this Fuad. FProvisies slsc has beea made for Rew
assets asquired during 19 .ceescceccsThe otatribution
to mmtmm-wmnwun 3
\nitial ecatributiea ia that year of .100,000-has ‘
besa redmced to 00,000 owing to the ascessity fof
tentatively inoreasing by &98,036 the ocmtributios
\o Honswals fund to meet depreciatioa”.
la approving the Istimates for 1930, the
searotary of State iafersed the ligh Comsissicaer that '
his approval was given on the understanding that the sew
rate, namely, %4 per osat, fixed for the contribution te
the lemewals Fund, is provisiomal, sad subjecet to further
consideretion. The Jeeretary of State’s despatoh assumed
that & considered reply to his despatoh of the A7th of

June
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Administration indicated that the rate of 3 per osat is
too high, espesially ia ;1ud the fact that it is
( applied to origimal values and mot to dimiashisg valuss.
in the Estimates for 1930, the perceatage rate -
has been Wd(matouwmt. this {morease
being sxplained as follows in the memorandux sccompanyiag
the ‘stisates.
“The eeatribution to the Henewals Fund provided for
reflects an incroase over the 1929 coatributiocn of
£94,638, de sainly to the faet that, oa strong
reccmmendations from the Imperial Tressury, aid
peading the result of the investigation of the
sdministration's wasting assets pow in hand, it is
considered desirsble to increase the putt’ “"
to 24 - during 192/ an average rate of 2\, forsad
the basis of the Administration's oon\rtb'uuu to
this Fusd. [rovisies slsc has been made for new
assets sequired Juring 19%9.c0seses...The ooatribution
to the laterest lsserve fusd - oreated in l.is by an
iaitial ecmtributica ia that year of 100, WO-has
besn reduoed to o, 000 owing to the asoessity for
teatatively {noressing by &98,030 the oceatributiocs

to Honewals Fund to meet depreciation”.
la approving the Estimates for 1930, the

Seeretary of State informed the liigh Commiseicner that

his approval was given oa the understanding that the sew

p rate, namely, 4g per cent, fixed for the geantributica teo
A:'&H the jiemewals Fund, is provisional, sad subject to further
sonsideretion. The Jeeretary of State's despatoh assumed
thet a considered reply to his despatch of the 17th of

June



June, 1929, would be sent whea the investigation of the
wasting sssets of the Tramspert admimistration is !
sompleted, and that as s result of this lavestigation, it
will be possible $o form an estimate of the value of the
wasting assets which represeat expenditure from the
proeeeds of 1921, 1927, and 1926 Loans - sush aa estimate
-nubootmmugnpr(tomnhuum
the oontributioas for Renewals and 5inking Fuad referred
to above.




The following matters are mwaiting discussiom.
A. Gsperal Manager's Rapert, 1929.

The pointa arising out of the High Comissiomer's
despatch commenting on the report:-

(a) The need for a comprehensive review of the Railway
Posi tion, including the relations between the two Bast
Africsn Railway systems by en sxpert.guiderity vith a
fresh eye to East African oon“tioni. The High
Commissioner pointe out that this review could be carried
out under the Secretary of State's imstructions as a
preliminary to the establishment of a central mthority,
but that it would be of little practical value usless a
central smtherity were establiched in the near future to
give it ocemsideration and effect; and
(») the Request of the Gemeral Manager that the

various figures and fimsacial tablbembodied in his repert
might be referred for enquiry by experts in Englemd,
In putting forward this request, the High Commissioner
expressed the view that it would be better if these
figures might also be exmined by a financial suthority
of the type already recemmended.  Assuming, however,
that & general emguiry by such & finsncial mthority
would be premture, it has been l'lhi by General
Hhodes that the sxamination whick b mmuma o
be oarried out w..ow-v o mmdm
| B

fhe Ouarsatesd Losn Oomd ttee nd the m
have .n-ddnanumo. n-lni um«w ,
~ e Ay Sl mﬁ :
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The following matters are awaiting discussion.
A. General Manager's Rapert, 1929.

The points arising out of the High Commissiomer's
despatch commenting on the report:-

(a) The need for a comprehensive review of the Railway
Position, including the relations between the two Bast
Africsn Railway systems by sn expert mthority with ¢
fresh eye to East Africen conditions.  The High
Commissioner points out that this review could be carried
out under the Secretary of State's instructions as 2
preliminary to the establishment of a central emthority,
but that it would be of little practical value unless a
central suthority were established in the near future to
give it oconsideration and effect; and

() the Request of the General Nanager that the
various figures and fimsmoial tabl¢embodied in his report
night be referred for enquiry by experts in England.

In putting forward this request, the High Commissiomer
expressed the view that it would be better if these
figures might also be exmined by a financial suthority
of the type slready recemmended. Assuming, however,
that s gemeral emguiry by such 8 finsncisl mathority
would be premature, it has been nuuhd by General
Rhodes that the szamination whick be' has mm-t-d nighd
be carried oat Ml Maistry of 1 mnpm. fad
). Daskasiatis. :
The Ouarsatesd Losn Oommittee and. the Tressury
nave contended Shst the rate, namely si, in forde frier ﬂ;
R, ©
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¥ 1920 should. be mddatalned; bub that where provisien
is asde for sinkifg fuid, renemals provision might
Legitimately be réduesd by an equivalent smownt, o
although if the situstion simits, sinking fund proviston
should be made in sddition to the renewsls provision.

In the Bstimates tor ‘19,. depreciation provision wes
reduced to 2%, but this was raised to 24% in 1930,

pending a finsl desision... W&o jnvestigetion of
the pesition was oslled for and the whele matter was
enquired into by @ B‘pnhnm Committee, as & result

of which recemmendstions have now been received from

the High Commissioner.  Briefly they are that the

rate of 2% for depreciation should be defimitely -
acoepted for the mext 10 years when the positien

should N pe~examined, but in view of the small mangin

of reserve thw provided, the -Int,ohlt Resarve Fund

(to be renssed Ressrve Pund) should he built up By

samuad conkeibutions to 6 total of 2400,000 which cen-
tributions should, if possidle, b ot ‘the rate of
£100,000, Wub myliow not leas than £50,000 & your.

ALso the excess &L provided in the 1930 Betinates for
depreciation, nsmely, 256,004, should be transferred

to the aredit of the Reserve pasd.  Purther, ‘
onmfmm for everdus renwwsls mounting to et
over 800,000 whioh will be outstanding at the end of i

1930 should be underteken at the rate of £100,000 8

d

{
|
|

yosr.
In sdditien there are recommendations a8

regsrds renewals in respect of the arine, Notor and
Harbour Services. o
Narisa. e life valw %o he raised from 20 years b £
touyan.nlu:ilhumnh-mug:
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contributions to be made after 1930 for 5 years when
the position will be reviewed. (This matter is further B
referred to under Sestion C of this memorsmdum.) ‘
Motor Services. The life value to be calculated at
5 years, and contributions to be made at 207 instesd of
257.
Haxbour Serviges.  As a result of the investigation
of the assets, the capital available is put at
£587,021 and it is recommended tiat the depreciation
contributhen should in future be fixed at £16,372 as
sgainst the exisiing rate of £16,605.
C. Marine Punds. ;
The question of the position of these funds
arose in connection with a propesal to charge against
the Marine Insurance Pand a sum of £17,000 in roipwt
of the cost of a tug and two lighters to be scquired
for service on the Kagera River. The recemmcudation :
of the High Commissioner in regard tc the Remswals Fud \;
is shown in the preceding section, B, in this memoranduw, §
namely that contributioms should be spspended for a
periad of 5 yosys, on the grousd that the fusd has now
been built up beyond requirements. The Trausport
Administration hed usder consideration’ the question of i
sbolishing the Insurance Mnd and dividing the belemce |f
on hend between the Renewals and Betterment Fumis.
After & full examimation of the whele case the High |
Commissioner does net recommend that the Pund should st
present be sbolished, but considers that it showld be J
drawn up for betterments amd replacements until &t |
eventually becomes exhsusted - the Remwwals Pamd
be inoressed by contributions if necessary s ﬂ
Insurance Fund decresses.  The High Co: 1 ongi
asks thef in view of the further explasst

he hes now furaished,the Seoretery of 8t
= b - e

nalts

. 'ﬁ" |




sanctien the provision of 27,000 from the Marine
Insursnee Nnd for the eraft for the Kagera River.
D. Ssaxss Raserve fund.

In 1927 & sum of £200,000 was transferred to the
Stores Pumd in propertions. of £150,000 from Renowels Fund
and £50,000 from Betterment fund,  The ostensible .
Sesnon was to finamce the pnrcuq. ;_f stores, but the
Dirsotor of Colonisl Audit chjected on the ground that .
there was o place in the sscounting” system for & Stores X
Pund whether devised with a view to fimancing stores
stock, ar merely imbended t¢ géruy 1f L Reserve l‘nmi in
comection with steres freasactions, Transfers were
made by mere bookkeepinsg entries, and this was defended
on the ground $hat 20 expendi ture was invelyed; This
procedure wes also ohjacted to 82 irregular by the
Director of Colonisd dudit. The High Commig@ioner hes
now recomsnded that as the mount now shiown s Stores
Beserve Fund is required as werkisg cepttal and a8 whuh
would find & [woper plaee in Cupital leoount, it showld
be tramsferred to "Cspital kgsount” &# s"entribution’ from
fovens” wnter the bendiag "Norkisg Copital (BXores .
the Seeretary of States despatalof the 31st March
1980, spftieiaed the explanstion of fhe, rirpose of the
Steres Reserve Pusd on page 114 of the Eetinaths tor‘l" 193
o thé groud that such o Pund’ {8 Hot required for. . S
financing stores stock. In his reply the Heh ©
Commiseioner uggests that this explanstion is open wi-.,
objectien ealy u 90 for s the designation of the Fomd
{s epen to ebjestiem. P
The questien of the poliey to be follow@d» in | .
futers
e,

I e ——




ssnotion the provision of £17,800 from the Narine
Iasursnce Pnd for the craft for the Kegers River.
D. Starss Ressrve Pund.

1n 1927 & sum of £200,000 was transferred to the
Stores Pumd in proportiens of £150,000 from Renewels Fund
and £50,000 from Bettermsnt fund,  The ostensible
sesson was to finamee the parchase Bf steres, but the
Director of Colonial Audit ehjoctil on the ground that
there was no place in the accomnting’ system for s Stores
Pand whether devised with a view to financing stores
stock, ar merely inbended to serve as a Reserve ?érd 4y
comection with steres trenssctions,  Tremsfers were
made by mere bookkeeping entries, and this was defended
on the grousd fhat mo expenditure wes invelyed, This
procedure was also objected to 88 irreguler by the
Directer of Oolonisl Judd t. The High Commissioner has
pow recommended that as the ‘ssount now shewn 88 Stores
Reserve Pund is required ss working cq')nai and as whsh -
would fimd & proper place in Cupital Account, it should
ve tramsferved to "Capital Agsoust’ as s"emtribution from
fovenns” wnder the besding Working Capital (Sfores ).
fhe Seeretary of State's despatalof the 31st Narch
1980, epftiotsed the explamstion of the, prirposs of the
Sterwe Hoserve Tunl e pags 114 of the Betimates for 1930
on thé grousd that such 8 pond (s ‘mot required for LR
fipancing stores stock. In his reply the High -
Gommissioner suggests that this oxplemation is open to
objectien eily in 89 far oo the designation of the Pund
is open to ojectiem. '
3. IatexestReseres Busd-

The questien of the poliey to be followed in

future
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futurs in regard to this Mand is referred to in seotion B
of this memorsndwm. In the Secrstary of State's despatch
of the 31st March 1930 it was pointed ou ¢ that the
explemation given on page 114 of the Bstimates for 1930 was
open to criticisa as being to » considerabla extent
{rrelevant to the purpese of a Reserve Fand striectly so
regarded.  The same despatch expressed the view that the
time had now arrived for reconsidering the whole question of
these Reserve Funds sad the substitution for them pf &
goneral reserve fund to be estsblished by duly suthorised
trags fors. The High Og¢mmipsigill’ Zow agrees that the
shoye-mentioned explanation is not entirely relevent and
ov-idon {t wojld be mare appropriate to designate this
fund ™Reserve Pund".

EB. The Secretary of State's dosp‘;tch of the 31st !
Narech 1930 dealt -nh both the Stores Reserve Pund and the
Interest Reserve Pud. and said thet it was proposed thet
these matters should be discussed with the Genersl Manager
hile he {6 in Eaglaad, and that in the mesntise, the ‘
Seeretary of State would refrain from giving any directions

in regard to the Stores trensactions in question.

r.
The main points of difference which remain
onnnding as s result of the discussione as to the

policy to be followed in this mtter may be sumsmrised ss

follows:-
what extent should individual Governments

(1) When end to
be oalled upon to guarsntes losses on the comstruction and

working of branch lines;
(2) Whether refunds should be made to gueranteeing

Gove raments in respect of any -omt paid by them under

their guarsntees; Gant ~—-r"‘~\',@w43
(3(3) Assuming the main n\m to & branch how should
the expenditure sad revemué to be allocated to the br.d :

USRI



3\
future in regard to this fund is referred to in section B
of this memorsndum. In the Seoretary of State's despatch
of the 31st March 1930 it was pointed ou t that the
explenation given on page 114 of the Betimates for 1930 was
open to oriticism as being to a considersble extent
irrelevant to the purpese of a Reserve FMund strictly so
regarded. The same despatch expressed the view that the
time had now arrived for reconsidering the whole question of
these Reserve Punds and the substitution for them pf &
gomeral reserve fund to be established by duly suthorised
tragsfors. The High Commissioner now agrece the!
sbove-mentioned explanation is not entirely relevant end
somsiders it woyld be mare appropriate to designate this
fund "Reserve Fund".

ELB. The Secretary of State's despetch of the 3lst
Narch 1930 dealt with both the Stores Reserve Fund and the
Interest Heserve Fund, and said thet it was proposed that
these matters should be discussed with the General Manager
while he is in England, and thet in the meantime, the
Seeretary of State would refrain from giving any directions
{n regard to the Stores transections in question.

r. Mwmmm .

The main points of difference which remain
ojptstanding 88 & result of the discussions as to the
polisy to be followed in this matter msy be sumBrised as
follows: -

(1) When and to what extent should individual Governments
be called upon to guarsntes losses on the comstruotion and
working of hr-;h lines;

(2) Whether refunds should be made to gueranteeing
Govermments in respect of sny emount paid by them under

LB 4 -
their guarsatess; G, e e
(3(3) Assuming the main lime)dura to 8 branch how should

the expenditure and revenus to be sllocated to the branch
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be assessed?

In his despatch of the ﬂthhmry 1930 duﬂu
with this matter, the High 0.-};.{@.;’ ..‘.“.d mt 165
would be insdvisable ?(h#%_iﬁ.ﬂmpﬂu, ;;g;
regard to the outstanding peiats congerning brangh 7 7 Ek*
construetion in Keny® and Ugands a8 the whele question might
have to e reconsidersd-in ;h course of & year or'so in
conjunction with renganyika.  As regerds Tengmyiks, this
Zatter was dealt with in paragraph M2 of Gemeral -
recent report, snd on the 15th May,1930, . d.cpihh ;ﬂ went
to the Govermor of Tengeayils asking foi' his vun, The
High Oommissioner for Sramsport was 80 {nformd in & despatch
of the same date, which stagdid that the matter would be
considered further on the receipt of the views of the
Governor of Teaganyiks, snd sdded that if in the meantime
there was 88 opportunity of dismmssion vith General Rhodes
advantage would be taken of it.
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In his despatch of the Y Jnu.n 1930 dnling
vith this matter, the High' uoduhgor suggeated mmt
vould be insdvisable 'éh..g«n o definite-poliay with
regard to the o\mcu&lu points gnoonin&m
sonstruction in Kenys #nd w- a8 the whole question might
have to be roemlhﬂl“‘u th course of & year or'so in
conjunction yith mih- As regerds Tengsayika, this -
matter was dealt with in p-ncqh M2 of General !w-ond’l
recent report, snd on the 15th lly.1930, s inp‘hh was sent
to the Govermer of Tengenyike esking for his whp. The
High Ovmmissioner for fransport was 80 {nforssd in & despatch
of the same date, shich stagild that the matter would be
sonsideved further on the receipt of the views of the
Governor of Teaganyiks, and soded that if in the mesntime
thers was a8 oppertusity of wtu vith General Rhodes
advantage would be taken of 1%.







NOTE. . s ROk

- The following table gives not only -
W % tnq{ﬁgurea dealt with in these papers, but also
" %hose in General Hammond's Report on the Ugenda
| 1Raiiway for 1921 and in his recent Report on-the
Targanylka Rallways. 1 ‘
E p;acement Costs. Annual ngt nbggloxb fPe&montago
Hanmond
1 s 1921  ~, 484,810 e LT 3.66
5,450,233 154,210 2.83 J
"%0th _Sept.'29 ‘ _ ”
of Report) 11,137,410 355,156 3.14
7/30th Nov: ke ‘
(83 of Report) 11,407,266 354,766 Y 7 3,11
nncr.eed ‘
bhee. & Tree.sury37 11,407,266 342,218 3.
it a‘béng rate 24% . /
stimates[«t) 11, 'I 6% /38870 ia’g;],.?g zs §
100 year period 11, 7 »266 d 327,960 (‘

E&p&_ 'ghe Departmental Committee Report mm
pege 36) that if calculations of depreciation qre
i based purely on the life of wastin % assets oyer a
i Yerlod of 10Q yesa, the contributions to mrmm
f at a rate of ag will iust. keep the Fund 4n
. credit, andalso make provision for the replumnam
E of all .assets at the correct theoretical date
General Meansger,
Railvai/ Adviso
ouncil and Hig
Canmissioner. 11,407,266 228,145 2.
aragraph 7 of despatech) |

%’, It is contended gp
the situation in g does not, actually occul
. ng to new assets be aequired, as through . 1
(ﬂlno*mlul development addit onal contributi -are
avallable; 80 that if the payments to the d we
mad on the 1ife of wasting assets, then the sums
in the Pund would always be in excess of the amoun
. required. Further, there is a tendency for e
W‘ renawa.lg not to be carried out when due on the ./ .
1ife bp 8 0f an asset, owing to the fact that =
asset ;ﬁ en outlive their estlnated 11fe.. g{u
2 ph' 2 ' the General Manager's memo
t appears tha a 2% centribution up to 1945 m.'bt
511 reb.mablo requiremem.s, ad with-the st.oreu,

Im.el_'ut.



Tnterest, Reserve and Betterment Funds, provide&
Fran 1945 onwards, th

adequde working capital.
palances decrease, un ntil from 1955 onwazds.

deficits are shown. But the general fin c% ot
position will however be compensated in the T

s mentioned at (a) above
le relief w 11 b.

1947 onwards, very cgpreciub
obtained fram Loan Charges, and thus, ﬁm% :
a 1o

‘ forming undue burden an increase in
T otes could be made if S equired). b
It 1is therefore rocmunmdod that
for depreclaticm ‘should be o
‘years, but. 3

‘the rate of 2%
definitely accepted for the next ton
that the positdon shm‘fd then be Te-examined unc.

i1 f necessary, &n alteration made.
In view, nowever, of the- small

margin of reserve which will ve providod 1 Nl

1t 1s also recomuended that the murest

way,
reserve fund (to be renamed reurve fund) should
be built up by annyal contributions to A votal

of £400,000, which contributions should, 1if
ve at the rate of £100,000, but ar:yhﬂ %
as 2#’7 nas beén :

possible,

not less than £50,000. Also0,
provided in the Estimates for 1930, it 1s
recoanended that the excess i%, namly, £56 59.-

(i.e. one-fifth ol the sear's contribution for
rransferred

railway renewals - £56, 596) should b97

to the credit of the reserve fund.
£100,000 at the end or

1929, and the Estimates ror 1930 provide for a

In view, nowever, of
so T gather

contribution of £50,000.
the change of circumstances it is,
from General Fhodes, unlikely that this £50,000

will in.fact prove aveilable.
Tt will be seen that they only

g in the question of redemption charges Lo

the

brin




(4‘\cn 15920) .
-

the extent pointed out.}‘.*rom 1947onwards relief
will pe obtained fram loan charges, when an
increase in aépreciation rates could be made 1!
required. The minutes of the Guaranteed Loan
Advisory Comnittee of t.he 25th July,1928,
attached 'to 1569728, show, that ‘General meond
said that he had dways. rec annended. that !hore N
provision is made for sinking fund, t.m mmh
provtsion ‘might 1e¢tw be reducod by an &
equivalent amount. 11&3&.4318 Mew;mne (‘oxrmltbee 72.
were in sgreement thetigh, 1f thé situation adm te
ved, they considered that.the sinking fund pmva-
sion should be madé 47 'addition to the renuu'a
provision. It was on account.of t& tnat in the "
gecretary of State's d¢spatch of the 8th Jw
1930, 1t was suggested that an estlaate algnt e

formed of the value of the wasting assels represe
{ng expenditure fras tne proceeds of:the 1921,1927
and 1928 leans, in order .o ascertaln what deducs

tion on this account might Tairly Le caonsidered.

It is understood, however, (phragraph & of this

jespatch). tnat this has not veen dore as 1t has
rotv beer Mt necessary. I still think,

'.y«eve;, 1t 18 a pivy W atd Tod do it, though
17, will enable wnab see 1 Lc bd a not irrelevant

camparison to, be madg. Ignoring™ un.qvnpe}ntlvely",
pegligible sinking funds in rpioci. blearlier
loans, the total sinkipg f\mdl on the 1921 1927
aml 1928 loans (siKing Tund ¥ rnpoct. or*uu
last laan becaming payable next year) mr, 10 'K
,968,  'The annual renewals ucrtributlon av 9

> is M&lﬂ and st 2% £228,745, a difference ot
". Ve £113,473



t&\;‘.

£113,473, or more than £10,000 in excess of thev
total sinking fund in respect of thosg three \

loans. Tt therefore seems clear thab if only
wasting assels are cansidered, the difference will

ve greater, and possibly substantially greater.

}

On the other hand, they are proposing, in addition

Lo the renewals provlsl on, to put asme at least

‘ £50,000 (which is approximately equivalem 10 47
)< ' rgnewals rate), and possibly, EIOO 000 (approxi-
mately 1% renewals rate) L0 TeSgIVE .. .-'the geem;
‘ a material factor since 1T the 3% 1is 1nsiat.ed upon|
I do not know that it 18 possible also Lo insist
on tnese further cortributions to reserve. (n" ,
ia 91 Ao +nis connection it may be noted that the Treamﬁy'
1 wbqr/¥ abdavos conteagplated the continuance of such
contributions). ¥
General Ph;oues is very strong in
nis view that a rate in excess of 2k is not
required apd is an unfalr demand an the present

generation. « He fully realises the Argument in

ravour of retainir, the ¥ rate, a higher rate
- 4 Lhan that strictly necessary 18 W
/ 1 1 net
acdormen 1d0EDN rve /; but h oints out th&
_ of way idden. rese e/ &P
i ~ {n the case of the KenyasUganda Redlway such &

regserve is not really hiaden, gince the local
‘ pedple Tully appeciate the position and know that
i they ars always contending bhlt. the exlsting rate
‘ fas toe effect of accumulaving/hidden rescrve,. snd
+5 this they object. There would therefore Seea
gomething in his cmtm;.icn thet it would be bette
to have ; i reserve thaﬁ a hidger resurv? v

Tt seems clear that General Hamnm'

will




Fhodes told me that he has furnished Gmral
Hammond with the papers and hes had stmé conver-
sation witn him about them, and I rather gathered -
that General Hammond did not see eye to eye with ..
him. Wnile General Rnodes 18, 80 I gather, feanay
perfectly combent LU agreé to referemce to General’
Hammond, it 1s a little unfortunate thet for

local reasons arising out of Ganeml Hanmond;
visit in 1921, (elnademi el B o was 1n -
way to blame) his views do not apparently carry
with the local people the weigh{'iko which they are
entitled, and therefore do not help the Rallway
Administration to the extent they should. However, |
if General Hammond, the Colonial Office and the
Treasury arrive at an agreement, I think bl;lsﬂ i
cambined weignt spoula be suffictent to & : .
the local views, /"‘his despatch also deals. vﬂih 1
renewals in respeéct of the marine motor sem\ ces !/

1

and harbour services- - see pamsraph 2Ly 3  \‘5~'4.'§

(Unless Sir J.Campbell or General T
Hammend have any criticisms on the recoirmendatidnsq
made on-this point, the local recamendations might
be accepted. ASs regards the marine Services, it =

should be noted that the question of renewals-is ,

to seme’extent bound up with the question of the
insurance fund, which is being discussed ea

:4»&1-*7_.
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BRoR¥TARY,

TBEASURY,
WHITRHALL, LONDON, 8.W.1,
and %N‘“m wumber guoted.
8.32902/03/2. August’, 1930:°

8ir,

I have laid before the .Lorxde cémiaiionsrs ot
Eis Majesty's Treasury Mr.Allen's letter of‘tﬁa"‘z&th»luly
(N"I‘g) 1920 (16250/30) enclosing & copy of & despateh from the
Eigh Commissioner for 'l‘ra.nspcrt Kenye end Ugand 8, On the
gubject of the provision for renewals in the sccounts of the
Eenya end Uganda Rellways end Harbours. ;

My Lords note that copies of the Report emd

&
=
(&)
e
=)
<

Memorendum referred to in parsgraph 3 of the despatch have
not yet been received sana thet s further communication will
be sddressed to Them when theee documerts have been réceived
end considered.

Lord ressfield will no‘doubt' obtain the
observations of Brigedier General Hammond before
communicsating further with Their Lordships.

I am, Sir
Your obadient Servant,

fhe Under Secretary of State : . -
Golonisl Office. ' RV Al
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June 1929, and gubseguent eorroapondenoe in oemot ¢

‘. with this Administration's estimates for 1930, remung ;
» " the provision which should- be ‘made for gmuh M tp
forward herewith my remarks on thiru‘hhr. A e
2. .ghe Gelay in forwerding bereply has Yora !
-~ tv the oomplisated mature ‘o7 the question, W
exhsustive consideration of thl 1ife ut
Wthc assebs end othet detailed enm
\ m 1 ocsticad Depu.!‘tmntll thtﬂ'

*wﬁ. of contributions to the ran-vnlt fugds nep

to elldw for gepreciation of waebting atsets m@
principles waich anould bo followed im 'vor}.ina m’ L
The detailed enguiries of dﬂ.s Comumd thes occupled n&:
six monthss The peport ot the Committee wes thEm

the Genersl Mamager, and the report tajﬂ."&ﬂ
Genersl Mangge®'s memorendum, on the lubuot ﬂ.u
by the Rallway .*d.v‘uory Council at thedir tﬁ mtmg '.t 4
Aprdl 28%h end 894k when the following resolution was
sdopted: :

g :»ta“,,;
L u ort o
the ol Mans g 4




m'm =

£56,59% to

" n-o”ur: for the

the following Resolution:

"AGREED to ﬂmsmt. in "
M#the Marine sand Motor stm“"

n-utm'- proposels be approved

(5)' :
# bl t no oantr!.
i N iﬁ uxt five years;
1‘ Ty T wpe reviewed at the end
¥ ftime; and
(b) MOZOR SERVICES. vt

vIife velue to be caloulat i
ognd that coutribduti be made
"on & 20 w uﬂ P h

erguments uged by the mpuwhl Gm Ehd’
Denenskl Mansger on this qustion to ijtnﬂw by :
statisticlan to thé Goverpors’ cc&mno, £

memorandum the following is-sm cxthot to TRl

*I am Q€Tinikely 0% he epinion. tbat
up? the Generel ».zre sefe
"und 1 am still furthér oonﬂubﬁ‘“

Texparience ip other Reil Orgenis
nghown thaet the full prc:a;ﬂol
'n-ﬂng pesets is never ub 4

Lose herewlith ure 12 eoples of the Repqrt by the

cpartmentel Committee, 12 coples of the !bmorané’m

A~
(\k\(("" \//\Gonervl Yaneger in which the report of the l)apnrtmon_ %
+ /‘/ evieved,as for w
/ ul")blél ot examinetion of this .
n\..e Coolmontl “Hiy be of use end a'copy of the mnormiﬁ

S

CO-utoe and the whole guestion is r
question seve ral coples al

¥y the sntuuaun to the |ova gors’' con'emee. T

<

ey

f u Will be odserved nm the mpumn&n. &




o
wasting dssets with &l‘eat cere f,nﬂmhough it appgars that

gome of the lives waieh $hey have ,estimated for. Qe}"““’hnt
etmmes gach as brif, & ”'- t\h hQ‘

fqgrrgs;ﬁnding, figures aocop ¢

! i ).\xl \edhtormd on the best expert o,pinion avedlk
mnf.rj. ow that thé whole prdt;lem has be
d.tatl, gny individual item can be checked a.t

03 nsidéred necessarye : :

§. In connection with this guestion of the 11fe ot' 3
waating assels reference is made to p&ragraph 2 of Your
whlp's despateli §o. 7 of the 8tk Ja.nua.ry, 1930. whu'e it ‘
1s suggested thet an estimate nisht be formed of the Yal\le
of the wasting essets representing ex;oonditm frou the
proceeds of the 1983-19471928 Lom. “In viw QI ‘sga
exheustive snquiries whioch have 'hun earried out ‘u the. -.a
De p‘rtment&l Gommitbee, which oam the deprncia‘aion 0% ul‘.\.
the washing assets inoluding those rsferred. to above, it hﬂ.s
appeared uancaessEry to make calvulg.tions with regard to thl
wasting asesls fyom the expenditure of oerttua speuﬁ.c lg

&y 1t appears to me thet 8 privupu owhed raily
is, as regurds the provision mceasaﬁ for ‘renewu@,,‘ in &
very aifferent position from & State-owmed rallwaye’ o

The former, whaioll has “to-pay & dividend to share-
nolders, may for varioua regsons such as the nead to make
prevision for & possible 1iquidation or the proepeot of
neving to raise new oapital,be expeoted to puild up big
reserves and tp make prwislon‘ to meet deprecietion
ealoulated on the theoretioal 1ife of its wasting agsets.

In a Oonmwt-owned railway. nowsver, where 11;

i the definite poliey %o provide efﬂ.olem: tra.nsb‘o“ﬁ'wb

mq'bc




neccssary %0 emsure & sound anuw finanoial

pogition would be of more velue if available for the coi

8 & reserve.

V. e gl fondittents Hpors shade: Wak
mcmuw for l»noutuﬁ are based jmly on the life.
of -n\m assets, then ﬂo?t ycriod of lﬂ,
gontrididions to the Fund if at .a/rat®of &F p:’

Just Xeop Wi Fund in ored¥t et e18dake pro
the replacement of all assets gt the eorre!ﬁ' thcmt! :
daves, The Gemerpl ¥anager, howevery tn his mem*ora.n&m ahon
thet this situation doces mot wotuilly ocemr, Owing to new
assets being soguired throngh normil uevsi«)pmnt. additio
contributions ere eveilshle; so that if the payments %o th(
Fund werc made on the life of wasting assets, then the s\uu
in the Pund would always be in excess of the amount req ;
Purther, M'h . tendeney for renewsls mot to be carri
out when &ue oOn the life bdasis of en asset owing to the |
oot that dssets often outlive their catimated. life,
For these reasons I agree with the General nanaw
Lgoumuorine thet oaly such minimum requirements ¢ shou‘.‘l.d bQ
SN0 8kt aside for Hesebve ant flencwsl Funds as are nevcessery %o |
 mefubain e sousd, finapolel positlen wnd thed in & State v
M in pew Colonies it is not necessary to make \

’ °°lﬁ¢$blﬂg




Tha genera:l. ttmoial
ition of the Rellway will hmver. be aompensa.ted in otho

onuards defioits aro ahovm.

ways, Turther contributions ton icbou.nt ‘of new assets p,gt .
got provided ere likely %o supply the deficif wmt'&1} the' < M

g

. renewals will probably not be carried out when theoretically 3

i\u. There is ‘thc further and important point that i‘rqiﬁ i
1947 onwards vor*\ appreciable relief will ‘be obbained from
loan charges #nd $inis, without foming sn undue 'burden, an
“.““’ﬁ” {n-deprestetion ratés qonla be made if
9. On the ulvise whioh has baen subild
scoordingly agrec with the Genare.ill!w&sar's recyl
: ﬁut the rete of 2 per-ognt for geprecistion sho\xlﬁ 'ﬁp
| 40l tely ¢ acoepted sor the next fen yqanq but that th
" postiien should m b, re-exauined End LT necessary anl L
7
ﬁwﬁ?umm, ’In wiew of the ‘smell mexgin of reserve
which vﬁ.‘.\. be provided in this wey I aleo egreé that the
Interest Reserve Fusd slewld be bullt up by annual
goptributions to & total of £400,000 which "ontribuuwm
should if possible be al the rate of £100,000 but axvhow no
less than £50,000, and in this yecr I em of the opini,omth‘, i
the exoess § per ocent slready provided in the Eatimtes va
£56,594, should be tpexsferred to the oredit of the Inteh, .
Reserve Fuud, In another dug;tob T have recomnmdqd tha.t ,
this fund should be rensmed the Reserve Fund \l mt neme.
would more sppropriately describe the purpose fox- whieh 4
fund is reguired.




] vi'o,ws expressed

t 1Lkely to be in
oxooo& oi tho original coat in view of the fact that

soms of the chief assets were acquired at peak <

pricee Just after the War.. I also consiMhat the
existing arrears Por overduf renewa}s amounting to
Just over £800,000 which wiif‘&pq :;ut“stand‘mg at
the end of this year 'shc;uld be overtaken at ‘the

S R

rate of £100,000 a year. 7_,': e T

‘SGURINE, MOTOR SERVICES AND HARBOUKS SEKVICE.
1l. ii%h re‘gard to the lge‘.‘rine,‘;l_lotor Services

and Harbour Servige, I coneur in the. recommendations
of the Departmental Committee and the Geieral

Mandg®r which were to the fullowing effoct:

MAKTEE:

, Life value. te be raised from twenty
years Yo 33 years and contributigms to be male
at & per cent: no contridution _to be wmade
aftér 1930 for five years when the “ro:ftion

will be reviewed.

MOTOK SEKVICKS:

Life value to be caloculated at
five years and contributions to be mude at

20 per cent instead of 25 per cent,

HARBOUS SERVICE,
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various stat

-y

advisers, the Lords Oommisalonurs o:r\th '

n#t’hority “for! .last Airicakit ) h an appom‘l;,ment 1=! 11’ ely

to ha nade at an e&r],ar ,d,ate,

M—:.Jestv's Govermment on t

eiven 'm fho nea.r future ther\ by some hirh a\\thu“"i.tv

' w;Lth w’ie bp 2 siipce of reilway finence who should be |

i\ X /
apyointaa for the puppose of examining and advising upon‘

the major finaneig problems affecting the railway . now

Lomuet beco..\e more

RS
n AT bl

hie quegtion..in anottar despatohy k

g ~ =
(ng - 1(”"}3) » I haws the honour to Ve, 4
) e My Tord,
- At o HV> Hre ; Your Lovdshipts most

obedietit, humble
sarvart,

HIGH COMMISSIONER.



Phnt suoh tha li‘ﬂ"y‘-’“h
oh that extensien to




though I am anxious to &imit sny 3cheme
rigldly as bosublo - r.q that unless
pices rise materially or unless consider-
| h‘e uducum in nrodueuo- gosts are
J .u.d Mhlo it would be very difficult
eaftn sueh a aystea ‘of uuer to present
o‘!p—mv.» The ctroct of any sueh exten-
Qs l the scbol. Sn :copo or time “ron
He ‘obtal cost will revvire serions considera-
foo espectnidyrin view of depleted surplus
l1'nces. Also it do@s.riot appear from your
telegrw that considgration has been giien
go the ;ossibility o"m;inl any redugtion
n freishts as wii-done in the aase
or % 427, 1 £ ’\
thet the posit fon miy be
re~-exam .’ ® . whole ip the !ight ®f these
rARATKY .

~Klso 1 iew ol heavy demanis which
\

af® bedng w-de cn urplud bilances &s a reY 1t

of agriculiur:l depressien the duration: of
which cannot be predicted I wonld strongly
urge necessity for a king every effort to
build up those balances M7 ostponing at once
-ll'wr.NLun pot of an essential character. ¢
Tais telegram shoull be regarded as
feplyinz 1lso to your Transport telegram ho.27

Becer.




11 and shipping charges. Purther -
M chough I am anxious to Mmit sny s&a‘o

‘( rizidly as possible i feel that tinless
{ces 'rise materially ur unless consider-

g ﬁle rodunw in produonon eOsts are

.‘.' ; “‘f .md mt;!.. it would be very difficult
s rnfbo meh A system of rouer to present

.
’} ol on"z Orop.s the effeckt of any sueh exten-

¥

R o
plors. & the wb,lo in 3cope or time “ron

tobal cost will remire serions considera-

on especinilyvin view of depleted surplus

al-nces. Also it dossyriot appear from your

telegram that consideration has been given

e
u: the rossibility of“seeuring any reduction

oce-n freizhts as wigdone in the case
Wor covior - 827 b
thet the /posit fon may be
re~6xna ' @ . whole iy the !ight of «vhese
rOmATKS.
»Alsc ir iew of thetvy demani~ wnich

>

are bednrg o e wplud dalapces as a result

s o agriculiur lesression the durasion: of
which cannot be predicted 1 wosld strongly
upge necessity for a-kiug every effort to
build up those balance ostponing at once

u'.x"; endiwupe ot of an es<ential character. ¢

uis telegrsm shoull dbe regarded as

feplyine ilso to yovur Transport Lelegram bho.27 (1)!

Becer.
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THE SECRETARY,
GOVERNORS' CONFERENCE,

NAIROBI«

I have ‘examined with mndcnbh uro the

orwarded to me uunntu 'tt.i the

on on thc!fnytluvonhm
and have had access to other relevant Wlt; in th. :
Railway nfﬁoe records. Taking into ennpumt‘i.u_n,y

s.
proposed by the Gcllﬂ'll W "‘,ﬂl &“‘M

been laid before me, 1 &R of ,ntu‘* g'\’
mdlﬁ-tm-mimww :
ve rise te any uum.-. -u.n
inancial stability ?f the

"yarious documents b4

provisien for depreciati

u,i;mun
data .'hioh bas
percentage suggested by
wasting assets will not gi
could lff."_l".l‘l.l] the b 4

Railway.
2.

Thé Depreciatien and Renewals Pund iw pr
saintéinithe ospital vALUS of any M
In the Reports Miu vlﬁ
en, tha Xeays ‘& Uganda n.u-..y. A
censider - one ‘h : 1

“. other 'uh

established to
at its originsl: f1gured.
pmﬂ.um for loproohuon,

' “there wre twe d-ﬂnn‘ prhnj;lu to
cengerned with- Ahe questien of fact and,

questien of poliey.

!
on the question of faot, we are confronted withs~

%'%s The capltal cost of n-ung assets.

estimated life of the wasting assets.
t and @ quent
e then WRLOD.

2. The

3.
intredustion of new eapi

- wemtritutions te \bw

; 1isbilities againat these
maturing in the a-ut futuye.
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TELEGRAMS :—

/ OrrFicR or THE - ¥
2/ =7 CONFRRENCE OF EAST AFPRICAN GOVERNORS,
“NAIROBI.'

3. . On questiens of polisy, it im Hesessary
te ‘ooi“c-

1. mthu the Railway should run en’ the same lll”
as & cemmercial umdertaking, er shether Gevernment
guarantees are te supersede these roqund »y j
cemuereial considerations.

2. The manner in which development sharges are to In ’
spread ever sucsessive generatiens.

3. VWhether insurance principles are to uupuu
to the provisien for renewals. R e

4. on the quuud‘; of fact, the
and the estimated life ot thc unttn‘ Il“‘ﬂ-m lﬁ!;
definitély in the table on rq- 8 of m nmmﬂ\n .". 3
Committee's Report. These figures are ,ivu as the s
considered estimates of :?/-ﬂ.ut o{!io!’l’ in the Kenya
& Uganda Railways. The life of certaim of the wasting
assets y somewhat Xo‘ucr in l‘”bific tfﬁtnncu than
cerresponding figures in Seuth Atrt"... but they muast be
aecepted as expert valuations. MNoreover, any crsﬁ‘“
Jjudgment in uuntiu these values will be prom&‘boly
corrected as the Genaral mor has -ll pnﬂliol fn'
revision at specified hno.rn.h of time, and a unnquou‘
reconsideration eof the basis on which provision is made
for depreciation. ‘ '

s. The intensity of future dov.lo’;ont and the |
ntroauouoﬂ of new capital assets which accompany it,

(the depreciation on which must naturally place the
renewals fund in a better pesition than the elder material (.
would permit) is a matter which must remain predlematise =




« CoNPGOV, NAIROBL"

Ref. No.

¢

O¥FICE OF THE
ConyxakNCE oF EAST AFRICAN Gov'ti;pns,

PrO-ROK=6R!.
"NAIROBIL.

in any case, but the evidence before us at the present
date all points to extension and development, at least
along the main trunk line toward the Cengo.

6. On questiems of poncy. eon-idoring

firstly the matter of commersial’or Govdrnlont ;urn.nteu,
a gommeraial undertaking paying 1vL«n§r t 3 fts sharehol- |
ders, and faced with the possibility or }imnntion.

might well be expected Lo make provigion for the « LN
saintemance of its capital assetsat their full face
value. Regarding the problem from the point of viu ‘
of the auditor amnd sbceuntant, provision fer the mx
value on a life basis could, with reasen; be insfpted
upon. In matters of Ratlway Poliey, Bewever, there is
ancertainty, even esm this qunun on. the .nn of g
expediency, inm the minds of thes® m’nu»o fer running ‘}
comsercial Railways. In the case of & Governmant cnhr- ;
prise, the question ef liquidation and dividends teo
shareholders does not arise, and the accumalatien of large
gnutilisable reserves for depresiatien, which must
ifnevitably be drawn upon for ether purposes, merely lays an

undue burden en U

present generation to u'u advaniage
of later generatiofy, whe will mnot have to ‘;eu‘ the other
neavy charges due loans fer initial capital expenses.
s quite true that mu,plu

) above are net applied « In

7. 124
referred to in h;..
insurance “"“l" the erves to be constituted are
saséd on the eglculated ectatien of life, and although
the better u‘~.. of the 1LPker ages lead ‘te the building up |

-




Orrice OF THE
oF EAST ArRl
NAIROBI,

present and future generatiena.

10. It should alse be remembered that
provision has beenmade for umu tul and ‘an interest
reserve fund, as stated in t.hn Righ Cemmissioner's
despatche No.31l of the 28th Fedbruary, 1929.

11. Yor these reascns; and nth&.
ut.‘urdu( previsions fer revisien ef the 'ﬁlo
pesition at stated intervals, I am “nll\oly of opinien
that the propesals of the General Manager are safe
-rruxom.. and I am still further mvtu“ of
the u’wunu in ether Rallway omm’
that the full pergentage required to replace lu
absets {9 never utilised. Frem BUE ta 40F is ald sﬁt
is required te meet charges fer “pnuun if nermal
‘dcvol.’-ont 18 assumed: the 2% preposed is well over the ~
higher limit of 6O%.

-




THE HIGH COMMISSIONER FOR TRANSPORT,

FROVISION FOR RENEWALS,

St ., With rererenoe to colonial,orfice nupatcn,
" No. 71 of the 17th of June, 1929, and to the High
Coniuicner'n letter No, T/Fin/A.l of 12, '7‘193\9,
now submit a memorandum containing my recomendationll“
with regard to the proper proviaion to be, made on ace
of depreciation of the wasting ‘capital assets of tM;
Administration, = ; N

2 In gxder to enable me to uu;tm report, T
considered it advisable to appoint a defiartmental .
committee to examine the quenion.omﬁin.y t{;‘i";\:" ‘
point of view of the rate of depreciation, of "life" of
individual wasting as;ota. It appou‘t.l that \ihateu:(‘

Tinal adjustment was agreed to, no proper appréotutloix:.'

{nformation, as fro..

and the date of renewal erﬁandnure for each as

3. The results of the labours of this Comlttse
have been printed amd are attached to this memorandul.

Their investigations involved considerable reae.rch

among old records and the information now collected, -“u
while mot in all cases based on “audited figures" t;ln ' o
be adopted as -ubatnﬁally correct and is of oouiderable ¢ »
value not only in pespect of the present investigation,
b“an.o in respect of future rﬂoomxduauon of thia ‘
quuiuon. ) 7




KENY: AND UGANDA BAIL7AYS AND HanBOURS.
General Manager's Office,

Nairobi. :
29th March, 1930, ; 4

*

THE HIGH COMMISSIONER FOR TRANSPORT,

FROVISION FOR RENEWALS.

sy .., With referencé to Colonial Office Despetch
No. 71 of the l7t.b of June, 1929, and to the High
Co_ia.iom{'u 1°‘3’3;)P T/Fin/A.1 of 12.7.1929,
I now sut.(! & memorandun containing my recomendationa
with regard to the proper provision to be made on account
of depreciation of the wasting capital assets af phis
Administration, S ‘
2. In order to epable me & make this report, [
considered it advisable to appoint a departmental
committee to examine the question carefully trolg the
point.of view of the rate of depreciatiom, of “life" of
individual wasting assets. It appeared that whatever
final ad justment was agreed to, no proper ap.preoiition -
of the position could be arrived at withoyt this fundamental
information, as fror  its "life" is calowlated the amount

i
¢

and the date of renewal expenditure for each asset, ;'{',

3. The results of the labours of this Committee
have been printed amd are attached to this memorandum,
Their investigations involved considerable resea.x:oh

amopg old records and the information now collected,
while not in all cases based on “"audited figures" can

be adopted as substantially correct and is of comnsiderable
valu® not only in respect of the presént investigation,
an in respeat of future r‘oonﬁdu-tton of this
quﬁien. ’




4, " Just before the Committee set to work, the

printed report of a similar committqe in South Airica
became available through the ’n‘ the General

Qo Manager of the Sm;th African Railways. This report proved
of graat.f‘valuc and assistance to my Committee in

considering their recommendations.

*» 5. A copy of the Report of the South Africanm -
Cormi tteé is enclosed for ready reference, and
@xtraets from this Report to whHich reference has b\"

k *#®6; have been included in the prim:ed Report of the i

Kenya and Uganda Reilways Committee.

6. The terms of referemce of the South A:rican
Comnittee are somewhat dANferent. from those Qi'lﬂ
to my Committec, but it will bc scen thlt the 14 t6
are in both cases dependent upcn the oalouhhd

1ifc of the wasting assets and it would nov' dppear that

this problcm could be approachgd from-any &her angle.,

y {8 It would notv be possible for a rdpidly growing
Adninistration such as this to -attompt 49 fix a smgiic

sum as a proper Rencvals contribution, as bas boeﬁ'\ ‘donQ

ih South Africa. It will be neccssary to adopt soﬂn&m

flexiblc method bascd on the actual capital valug at. She

timec of wasting asscts and so to allow Tor such fluptuas
tions and incrcvases in oapital cxponditure as may fIom 3_" Ml
.. v S TENR i 24 B b Tkt ad

timc to timoc takc place,

8. It will be soen that the Committee have bascd

.
all thoir caloulations on a capital valuc ofgmasting )\

R -
assots, so far as the Railway is concerncd, amounting to (i

£11,407,266, being the value on our books as at the Slst \

3 DeoomBer oeiecporcece
y : -
’:‘, 3 N




~ Y

December, 1928, Tho conclusions comc to ‘as a
result of these calculations will, Tdc.r the
me'thdl  recommended, hold good for any 'h “ratc of
increase in such capital value. e

i
9. In theory, the amount of moﬁ'cy available in a
Rencwals Fund should bo J‘nst adcquatqg to mcct the annuﬁi"":
depreciation of wasting ﬂ;!f%utﬁ. In practice, howcvor, '.
the current depreciation of any particular assct cannot
b met Ly £ anpual expenditure of moncy, but annugl
c’mtrn;:zions must bc accumulated until it becomes
necessary to rencw tnc asset, There will, thcrcfore, be
peak periods when cxpendfture greatdy ¥cduces all funds

available vhilc at other times there will by an cxccss of

funds.

10. Surt 8 funds, howgyver, fulfil a wer)
uscful function, as thoy cam bc uscd with advantage to
providc part of th. working capital that is rcquired t
fimancc th. currcnt ur f a Railway apd Hart
Administration,
1l. As wholc h aloulati £ the
amc unt I i 1 wal 3 ' iy ropur
1met r il 10 ts, ATy
AY Ay L ] 1der w tal "Ilv " undyr
p 4 1r itions,
12, ™ = \v.  _xami thls quostion
in 1ich g quotcd figures .to support
tho«lives rocommendced, 1 have cargfully comsidored, tEsir
rccommendations in this ruspect and consider that th.

ycars of 1lif for ¢ach typx f assct r d by thc

Committ.c to W rcposonable, This 1 1 matter that

POOQIM PGS ceoeeas




requires periodical revision as @ result of experience
and'1 therefo _ pFopose in ruture to publish such figures

in the annual-Betimates and Repor'cs:‘”

13, A furt.her prineciple of importance’-in considering'
this question must be discussed. On a private railway

the amount of money set aside by the Directors for fes‘em
funds, Renewals Fund, etc., subject of course te usual
State control, is largely gsverno'd'by the revenue that can
be abstracted from the users of the railway at the time,

A ptl;dfe;.‘é‘;niprxy nctur.x),ly builds up its reserves and pays
as high a dividend as 1t 'reels the traffic carried can bear
and the soundness of its general financial position as
reflected in the extent of its reserve tliuda.ind the
dividends paid to shareholders 1is directly remunerative

when such a Company has to roise further capital.,

14, On o Government rfAilway, on the other hand,

where it 1c jefinite policy to provide efficient tranc-
port at the cheapest possible rate and where capital i:
provided by loans issued by the 8gate, 11l is Q% necessury
to build up reserve funda beyond the minimum pece ry to
ensure und financial position, Anything more thian

the .bsQlute minjmwn h the dircct effect cf otill further
texing the pr nt generntion for the benefit of 1 futurs
cnge Pis copect of the matter 1s partigulirly impoytant

{n a young, developing sounty¥y, where the early genc rgtions

esannot usually bear high ovcerhe yharges 80 easily 18 MeRer
generations shoul e 1ble to 4o, (NOTE. It will become

ole~r from loter pcragraphs in this megorandum th:t unles:

agme ndjustment is made, ¢ rly generations are bowypd o, By

ah@byier charges than wild loter generations.) )
15, For these reasons, the greatcst cape must be

takeNeecoes . -~




nts only-dre set

taken to see that the minimum
Y aside for reserve and Rendm
to mtnwn & souné rlnwal positign snd m reeogv-

undaupﬁ to follow are baaed on}ﬂ? wtame £,
thﬁa principle.

3 necgssary o

16, '’ In'blt Committee's report, vu*douu
probleu are referred to which should’ B acalt wuh A
. ¢ coming finally to the consideration of ﬂ;g \gciihl ;

> oo ﬁ be set aside on account of Deﬁi‘ttog,. j

17, ASSETS SCRAPPED 4ND NOT REPLACED. ¥
B ‘8o far as Relling Stock ie concerned, action

has been taken to replace such Rolling Stock up to a
value of £125,000 (vide page 4, paragraph 6 and page 16,
paragraph & of the Report). So far e;:'other assets
are concerned, amounting to a sum of 045,190, I have to
’ recommend to the High Conu‘asioner that approgal be
given to the alternative peacommendation of the Committee,
ag recor!od on page 16, as being in accopdance with our
prountv practice, (vide Instruction econtained in
nExpenditure for New Works”, a copy of which is att‘ohed

f for ready reference.)

18, CREDITS FOR RECOVERED MaTERIAL. L FU
I, have approved of credits for recovered erial

W EMEY

being credited to the Renewals Fund in accordence h

,u- standard practice, 1 also agree with the recommendations
f the Committee (vmc pege 16, paragraph 8) that no
deductions should at the present time be made on this- .

acoount
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19, _Q_VERDUE RENEWALS ,
The Committee have atl my. made full
allowance for the Renewals overdue & he 31st

December, 1930. The sum involved is not unduly large,. ..
. ",“‘
being £810,931. This position is reasonably satisfactory

and is due to the fact that considerable progress has been

made during recent years in overtaking grreats. }t
shoilld at this stage be noted that had a Renevg'gra Find been ...","

.n the Railway was handed over td Gavernment from .

started wh

conatR®1on in 1903, the balance of the Fund, gmthé Lifie::
valuation assumed in the report, t.ould have been tncreaged,

by some £2,000,00C. In the absence of this balance, the

present cohtribution to the Renewals Fund mugt be highex

than would otherwise have becn necesSSAry. From ﬁhis et -
it will De ;en that the earlier generation has been lct

~ .

1
erf e¢ntirely, and, in comgequcence, a later gencration is ~
having tc pay. This follows the prineiple endorsed in

i
paragraph l4, but tc & somewhat exaggcrated Gpaikeq, ag M-;L'

Acht 1o having to be met pefore any relief from Interest
1] -
Sipking Fund chargcs becomos atallables

Ir. all casce the Commilitod have assumcd that :
placement values 111 be no greatpr than original qout.
Y i } v r gua tec that such will- T Lt casce

In fact, th. general tendency 1 froquently in. tho
() it iirection. As houuver maly of our assets such

as the Uasin Gishu Railvay werc acquired just aftcer the var,

st poak prices, this assumption is Jjust ifiable under \
the circumstancos. )
21 Turning now t® the Tablcs on pages 37 - 46

WO seeenee
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W

we can examine the financial positi:.gi inc_z Renewals
; Fund, based on estimated actual € tram year’ ta,
Q¥ year and on full contributions caleuldted bon the lifec i
basis already referred to. ! L 5.
”»
22, "It would appear that, with' the oxception of the

years 1931 ‘and 1932, there will always be & surplus balance
{n thc Fund which by the end of 1938 will ¢ ecd £1,000,000.. .
(1p-tigeeponncotion sco paragraph 10 above) @nd from 1940, "
gith the cxcepdion of one year, 1959, will excgod £2,0004000,

and will fluctuate to as high as £5,000,000 in 2015.

[
(£}

. 1

nese facts demonstrate clearly that contributlo.ns:
. & 1ife basis will provide more funds than are actually
requircd. In this .onpection, I reproduce herevitg™
paragraphs s, 37, 99 and 100 of the Report of the South
African Committ " summarising this aspoct of the -matter

very clearly.

"36. This proves, of ocourse, what has (doen
strecascd at various times in connegtion with the subjoet:
of depreciation, namcly, that the Sontributidns for reneval
of assets on thc life basis will always pyovide more funds
then will cver B¢ requircd, and is readily understood when
it {s remcmbered, that at no time ih the history of the
railvays will th whole of the asscts bo entirely noWy
so, as thc lifo asis implios having monics in the Rend

" Fund ccrrespon g to the differenee batwedn the origin

sost and the pn nt day valuc of thc assats in scrviee,

therc must always bc moni in-the Rencwals Fund that will
nevor bc roquired.

37, "By "never I Juired” 0T gourse youwr Cotmit400-
mcans that' as licuidation cr' S quostration of thc Railvays
probable ¢ ptingeney, there is no

.’)‘,( » 18 a vory remete and
N ¢d, at least fort yoars tc comc therc i{s no nced, to
Q" \ '\} 4 rovide funds to uch a contingency and th refore

| » ,, always, the full differonce

) there is no nced to have in g h
,} r vetween the original ost and The prescnt day valué of the
1 ) vasting esscts, or in other words, she full agsyucd dppre=
) \ ciation on thc vasting asscts in Service at @ny &iwen vimoMr

N




\

99, In this fcaturc of “the rojationship of tho
contribution that is nccessary to meet all repowal cxpendi-
turc, to tho contribution caleulated on the full lifc basis,
it is not a littlc gratifying to find at-in & rceent

g:blication of -the ,"Hoilwa&‘“o'g@ ’ ¢ forcmos?t
ilway Journals of Arcrica’ - doal! ailvays, it was
4 thorgin roported that gontributions %o, wals Fund on -
9 a full 1ifc basis ha@ boon found to provi funds ‘to. tho

extent of 50 por cent more than were roquired. < This is
oguivalent to saying that only 50 per eont of the full
:ontribution i requ!.rai! and your Colnit :o‘kwu‘athorifgm, in .
ete ning advocating per con warke Dy Lo
bearfm' in mind the stcoial aturcs of -thc: Fund con‘t?g:»;
. plated by thc Adminisiration arc satisricd $hat a ‘thoroughly
oL saf® and gound basis is advoocated, T

360, ' “The referencc to. the '‘Roilvay Age', mentioncd
above reads as follows :-

JP 71t 1s contonded that tho making of such
r"‘ =\, dcpreciation chargcs meroly results in
tho accumulation of 2 huge rescrve which will
' ¢ ¢ 1in timc fluctuatc round 50 per ccnt of the
v ‘I ;umﬂﬁl_ﬁﬂﬁ%mti that such o rescrve
Vo4 8 sorves no uscful purpoge; = ang that it is o
> 'f' J burden both upon tho-patrons of the Company
p" ’ andspon the invasto¥s in its scowritics.
! r*, If 1t worc to bc essumcd that tho compositc

property would at 3 sortain timg conc to the

, opd of 1te.1ifc, thero might bo necd for such

/ }P a rescrve, but in most &asve Such propor 1
may for ;il practical pu.rzoms it-ds ass ’

v }" 2 ’3 bc rcgarded as perpetuals
» P’r'{,. It would appcar from tho oboye TiEUres that,

Ny )y had comtributions to o Rencwals Fund boon milo from. tho

# ! somplotion dato of the railway, 1.0% 1903, s rato of
from B0-60% of thc ratc caloulatcd om a lifc basis would
have provided sufficicpt fundy'pt 2ll timos to noot
ol®ront oxp.nditured .- A8, in r.ct, a K ..m:_l:;l}‘u:;d vas
not stgrted unti) 1921, v sanfot adopt this formula, -and.
it xﬁAb.. ry to cxamin ".:. position gron anothel
aspeet, 4,0, th ..'.'.'.labllixty »f funds to mo¢t actual

} gxpopdituro as it folls Qué.

.
25, _ An oxamination of th¢ figurcs of cxpundi ture’

comtaincd in the Tables inclufed imthe roport opd o s pudy 4

of thc -summary shoun on page A6 @cmongdratc that oveyr =

b i

(5 2
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o long period a ratc of 2F Just provi!ca sufriolcat rw /
to moot all calls, This Tablc, however, docs ndt w b, 40%1c

into account the factors rcfcrrcd to in paragraphs

2% -Md 24 above. In cctual faet, owing to additional™
contributions fron ncw asscts acqﬁircd An nori‘i:xl *
dcvelopment, the actucl sums available atv this rate -
would 11.313 bc much in oxecas of thc amount rcquiroed,
H "'»";lor d'u.: +hc tablc cover the suggestion made in pu;gyggﬂ{
14, that the burdcn of tho prcsont gencration should be

. ooscd, ‘hy, transforring somo of thc charges o o latcr -

priod when relicf fron Loan Chargcs provides ag
opportunity for ad justment, It 1ll bC_BBecssSaryy :
thoroforc, in order to approeiatc tho“position eloarly, .
%6 Jofk to ruch eloscr figures and for a Shortor period. o s
26, The table shomi“Below hos, thoreforo, bodhn
proparcd.on & 2% b;s;u'!o‘r‘t:ls purposc of {llustroting
the problon, THis Tablé shous for c.oh yoar up to
1960 :- ‘
bald.incc u; $hé fand after ncoting 2ll
\nnualjexponditupe; s it falls dwo. .

NOTE: For this purposg it h.s8 kR, e sqn.
that the arrcars aounting to £ o
ar. ovcrtakcn at the rate of i 2N g
per gnnumsfpd not in onc ¥RER aa..rcgqh-
ncrded - in WAc xoport,
(b) ‘va nn.x m'lm rest ond Sinking FPun@ e

:( mwalug in 1947, duc ta ’

1 Loang 4 f il g% A

o > R




P

e AN

0

£ A ¢
1931 7 250,689 .
1932 . 238,82
1934
1935 421,398 -
%w 487,945
> o 580,343
1938 669,786
1939 778,941
1940
1941 935,578
1942 917,707
1943 948,
1944 927,649
1945 1,064,418
1946 931,970
1947 - 760,822 160,600
1948 711,541 :
1049 194,946 481,800
1950 138,592 -
1951 72,740 849, Tebedf®
1952 75,407 1,085,592 51639 %
1953 69,086 - 1,281,984 L na
1054 19,202 1,498,376
1955 g7,882)Dericit 1,714,768
1956 447,75 " , 951, ‘
1957 770,544 ] 2,147, Gk N\t
1058 1,363,540) % 1 2,363,084 4
1959 1,685,801) [/ B 2,730,838 § N
1960 1,658,730) it 3,096,728 Lﬁg‘g
27, An oxcninotion of the bolanecs shoum 38 te

v £

f

‘ (11 Scrviccs)

- Bbminine‘ Ba;:.méz; e Accumulated -
Year 7 {existing asscts) . Roliof from

el ALh A
wvailablc in the =bovc table, @ufinitoly dunonhw ; R
A ol

that up to 1945 a 2§ contribution roasonably mects’dXl

requircnonts, and with the storcs fund, intcrest rascrve’ .

fund and Bottormont fund providing adequatoly for working '.‘

Capital. Fron 1945 onwards, thc balancgs shovn, begin
to docroasc and by 1949, arc dofinitcly too lovuy thﬂ; fron }{«
i <
7

1955 onuards dcficits arc shevn.
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28. It is, howovor, morc than probablc that further
contributions on accoun.t_ of now X showvn on the
above table (for oxariple tho linc to the -Congo) will

fully suppl;f‘ the dytiéicncy. Further, there is & tcfﬁq

for rcncvals not to be earricd out as duc, and on this Ly ¢
account, thc balanccs actually availabld in fact will

.. bé rathcr groater than thoso showns,

29, But an cven moro significant fact rust be.
_ajgidd¥itcg, It will bo soon fron tho table tha', £rén -
1947 onwards, vcry appreciable relief will be obtaimzlv"‘

as a rcsult of anortization of Loans, pernitting, without it
hardship, an inerocasc in the ratc for dcprcclaiion“u'\‘ )

necded.,

30, It will bc ovidont fron tho¥0llouing figuresy.
that on thc prescnt rethod of financing thc Railrey and

Harbour Scrviccs, Loan and Roncval Charges operate

Futurc
( . or

80 yearpl,
k2

soncwhat as follovs =

Intorest > -
Sinking Fund -
Dcprecciation % say S,LLi

TOTAL, ;3 gay 3.13¢

8l. 1t appcars that during the [irst 40 ycars Loan
and Deprcciation liability tog th¢r arc sonc 5% norc than
aftcr 40 yearf vhon the loan has bo.w a:;o‘rﬁsod. \'Sucy a ‘
position would be Ju)ffiud if it 4s assucd that an assut
bocomos obsplote shoftly aftcr the cxpirdtion of-thc

pordod of the loans . &

&
- ey

g el

-

e
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'mlc such a "dsalbin‘wﬁlst mot be ov»rlookul in vicy g oY
road and air icvalom.nt, n would also appecar

of posglblb
that, should such an cventuality bo
would b& no nced to fully nain )
. / the ’W&‘“ oot ribution Ko
tbc.rcferc, bc rcduccd as so0

ﬂxc asgdt: vould boconc obsdlctcse

W, i :
: 32, 82 balancc, for thé p\u'po:scs of this &

argununt. 1t ;ust be asguncd khut &nlvay ‘ssds as

301; will :::t be com obaou«fo‘xr y'ﬁgcrly naintained’ s
L S = . h o K ;

. 33, It 1111, howover, b fair to x-cly on tho

)
t‘*‘{' bc provided 1f nccded to financc the chuvalmnn ovAr
v ¥
K. j to @ sonc hat lowepogats of ntribution Weing adopted
> at th. proscnt tic, than ould ot_lucr--uo bC neBgssary.
24, 1t is, thcroforg, Jusnnah;p‘:tv adopt the
#patc of % as shcin in the tablc in paragraph 286, rciying

%

4 ”~ "
s grthe olict all o w réduction of loan cherges fron

o - R
1} Mg fiares cor ,mvuug additdfnal funds fofthe &
Rowc 'l Fund, §n the v rv unlikcly gvcnt of contributions

- ok acoount of n.. 2ssets Talling fqv‘l*mtain adequate £
L} ‘o e w0 )
mi’mc\.‘s. : IR R T &

KRR . N
* 3 (- /88 {‘rvw-*"mn, therefore, that tH¥ lﬁte"b‘{% Bmld

.

. he dafipively adopted rer th’nixt ten yedars, but qgn
'r“,‘
™" .xuqn Ehopld ot thot date be nqh exan suf"&a 6‘ermea.

M. ',« St ahis %cuxmudqtun L qdwbd Inr the® ncit !‘e“‘r :
ym,q‘ﬁhm 1R u 2 msﬁn Mn andy otm

] I'; Lapt nroro. mm:- x-oeofua yuz \9- Ilkuvk
o i“"*"‘ i Wut u&d o A sbaidg 3% #160,000




should be built up by annual contributions to a

naxinun of £400,000.  If possibleys v
contributions should l;a ﬁgo 000, but ¢ 1aly-

not less then ﬁD.OOO

37. AQ 2 s the ;..ﬁe of contribution to the
lgn.-~1g Fond' gor the yeji 1629, and as 2,5% vas
&phed for IQS‘O pending the issue of this report, ¥
r+0nnend that the contribution for 1930 be Teduced o

&ﬁ te-mptmrain continuity, but that the saving thereby

ofir@cted of £66,594, should be placed to thE credit '

of the Interest Reserve Fund, bringing that iund to
<& &

a tgtal of £206,%94 af the end of "1930,

by e i)
38, It 7111 also be obvious that if contributiens o
to the henevals Fund are gyeduced to a-nifijimn, as
7 o4y
rec.:. ended, there caf be mo argucent in{favour or a%ill V¥

furthier reducing the cs"utrf‘nilox: by the &nount of

ESinking Fund Charges.

39, Further, until contributions on uicownt of e

assete, due to developnent, incroasé the balances avail-
'

able, 1t "11) not be possible to purchase rolling. stéck

cut of ccrued depreclation.

40, When, hovever, 1.';c balance ip the fund Pecanes
.mmunt.‘, I ‘mecorviend thkt’ the policy of purghosing
i

rcnu‘ ‘s took out of ase d depréciation smil be
pre'.ltloﬂ.

N4 QORLUSION @M SULARY , WA
~ ;t,ttll be seen lm;x the argupents presented imv .
thin rqport hts the tolforing procodure is recormendda :: V% 3¢
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(a) é;’linate the "life" of each form of wasting
asset. 3

® ey
I . a
© " This diske matter that requires

re riaaical examimation and revision
in.aeccordance with agtual experi¢nce.

(o} From (a) calculate annual expenditure for
all assetg over & comprehensive period of
years. v

(c) From (b) calculaté annual sum to be set
aside to meet the above expenditure,

{d)¥ Translate the figure-abteined from (c) as
a percentage of the totdl value of
wasting assets. - .

(e Use this percentage 1o calculate the _
ntribution due for any particular year
for assets as tapulated and for all new
1ssets added from time to time, ot

42, With reference to 41 (e}, it is recémmended
at tha percentage to be fixed for the gext«d0 years
sheuld be 290, but that the whole posiiion sk ‘;kV‘ be

- agedn reviewe 4 in 1940, when if development™takes

plage~at a reasonable rate, a fyirther’ reductjon can

be made,

43. I enable this to be dcne with the mifimum of
airs lty, Buitable ters will be maintdined of «he
vart fofms 'of Wasting essets.

e My recommendations, given abovg refer 1 the

Hailway Renewal Fund only. With, regerd to thelaripe,»
Motor Sgrvicos and the Harbour, I regdmiend -that the

A b

OO t¥E6 Vs paien.




% 38 -
L ' conmittn__,e's proposals be approved,. viz:- 4
. Marine Life value to be taken as Sf .

¥o contributions to be made for the

next 5 years amd the positiop to be
then reviewed. B Y AL,
(vide page 3 purn!raph 4),

/

A
=)

i

tor ‘Life to be calculated aty§ ycars and
&rv!

ses coptributions to be on basis, + >
1, \

- (vide page 3 paragraph ¥Ju’ Ve b

‘ wr Lives and contributibns as Yecommended
by the Committee.
(vide page 4 and page 9),

e —— y A o

- B

This MNemorandum, together with the Teport of the

Committee ch being placed before the Railway Advisory

Councilgfo eensidcration at their mext Mccting. )

f - *
. - "1 ,
Enclos. GENERAL MANAGER.




EXPENDITURE ON NEW.
WORKS. .




o

Kma and UgandaRailways and Harbours
 (INCLUDING MARINE AND MOTIOR SERVICES).

(2

INSTRUCTIONS GOVERNING THE

The various funds and accounts to which
authority necessary in each case are:

I. Loan Fu~ps.

Expenditure against loan funds is govcmd,by»w'mmuf - Schedules .~

#

laid down therein.

of expenditure attached to such Oudinances - mm('&md except under the authorjties
5 o o
1. PARLIAMENTARY GRANT. I ;

Expenditure against palapces ungder the: old Parliamentary Grant {Uganda
Rfi(%l-‘ay Agts, -WNMM bEJA’G“MW the sanction of the Secretary
of States 7 . - p
I11. ‘BETTERMENE FUNDS. v

These funds -$re: lished By eredits from net revenue with the object of pro-
viding means for cflecting improvements in capital assets, or, when justified by, financial
considerations; acq it i
bearing fhan funds. § .

Fjﬁer\dm frami these funds may be subsequently capitalised, as, for example,
in respeet of capital additions ‘and improvements made to increast revenue of deécrease
expenditure, of left as a final charge against the Betterment Fund, Spd-therefore yn-
capitalised 4 "

additiohal assets, without the necessity for using interest-

/g 4
Authorities for expegitliture from the Betterment Funds ‘will be contained ia
estimates sanctioned by the Legislature and the Secretary of Stage, but the Management
may approve of re-allocations in respect of individual items within the himit of the zotel
v

expenditure sanctioped . i
. ¥

IV. INSURANCE FUND (MARINE).

This fund has becn egtablished by credits from Révenue Accougt for the py 5
of replacing. of making goad, losses or damage to, steamers, tugs, hshncn, etc., ‘by ship-
wreck, fire, collisions or ofher risks. Expenditgre against this fund is included in
estimates for sanction by the Legialattre and the' Sec rerrLJ\%ta‘(_

iy
V  RENEWALS Fuyos

These funds are established by credits from Revenue Aecodnt for the purpose

of replacing or femewing wasting assely ;

Expenditire against these funds is ipckaded In egtimites for sanggion by the
Legislature and the Secretary of State, but the Managément may approve of yé-aljecations
in yespect of \ndividual itemas within the himits of the total ‘expenditure sanctioned
VI WORKING ACCOUNTS

Te the. ordinary working accounts are chargeable the maintenance, DUAOE ve
placements #nd rencwals of sxisting asscts  Expenditure agamst these heads is inchaded
10 estimates for sanction-by the Legisigture and the Secrgtary of Swite A

4 e ———— 4 aa!

a (O
' " PRINCIPLES GOVERNING mmncmolof EXPENDITURE AS
A E o BETWEEN THE ABOVE FUNDS. . § \
I Loaw Fusos . . Yoo f P
@ ,‘ “K‘P' fnes and rolling stock w
Ko ‘tﬁ (j'g/" new snd additional works and Mmprovements
Fale (‘7 G of sew. “;u{n‘ stock, steamers, rugsy lighters, cic,, for increased traffic

o




other assets : t ppr
by the Secretary of State. o Ay
n:nusw—-No-—hﬂ'nur

[1I. (a) BETTERMENT FUND_S—-(EXPENDITURE To BE C
BEARING). ) p
** Expenditur& on betterments to be'ca)
£2507includes i—
«(1) Capital alterations and a
/ Extension of platforms.
. Extgnsion of existing sidings.
! Additional accommodation in quarters,
Additions to station yards.
Extensions of cabin accommodation on steamers.
Enlargement of piers, docks, wharves, etc.

(2) Additional capital assets not providcd for under 1(8)-
(3) Proportion of cost of material in relaying track with heavier rails
4) Proporii[)n‘ of cost of replacing vessels with an improved type

(%) Loading banks at stations. L

6) ){ep‘l'adqgvear_th ballast with stone——'?ddlﬁonal cost involved.

@) Gost of triangles, turntables, engine pits, €tc-

(8). Cost.of material utilised in strengthening track, bridges, et

(9) Exty asions of water supplies. # N .

. {0} Installation of Tyer's tablets.’

{11y Othér. Capital Expenditure on improve
o crease earnings or reduce working expenses-

italised when the cost of any work. cxastdl

dditions to existing assets, ¢£-¢ -

4

etc.

ments or ‘additions which will in-

NOT/TO iz CAPITALISED)

() BETTERMENT FuNDS-HEXPENDITURE
Expenditure against final betterment (i.¢;, uot to be capitalised) when the cost
.- ofany work €xceeds £250 includes — . 3
1} Deviations of track : the full expenditure, except when the cost of the

new section exceeds that of the abandoned s.cction, when the additional

cost will be charged to Betterment to'be capitalised.

2, Marine -:ur\'c,s‘: the full expendittre exceqt when T

etc., are built when the cost may be capitalised.

g or raising track and improving curves

‘3) Regrading, &€, lowerin
n service

4)" 1mprovements 10 engines
, steamers and other craft already in
for burning oil fuel instead of coal
&, Protection works at a s#e whete a washaway has occurred
and sewerage connections to existing propertics
ines and- diversions not proceeded with

and rolling stock alccady ¢
service, ¢ g., mstallation

S; Improvements t¢
or wood

of apparatus

7 Drainage
8. Surveys of projected |
9, Sinking of boreholes or wells.
10 Remodeling station yards
(11 Additiondl culverts put in existing track
: 12 Concrete flooring replacingipanh floors.
. 13, Additional’ decking on ships.
*14 Converting engines and’ rolling stock fr
s 'r?,'\\'xdenmg'c'aniages.
v 16, ,Addmunal roads in Railway areas. ’ »
| 17, Labour charges incurred in strengthening track shiidges,
additional uzl value of the material is capiti r &)

om one type to another

[V. INSURANCE Funp/(Mafine) Gt iy
_ Expenditure against the Marine Insurance Fund' is- li

‘losses of or damage to stcamers, tugs, lightérs and other

wreck, fire, collision or other marine risks. 5 e R

rew harbours, piers,

Y

Los(e), a0 estimate,

2 e total cost “1abour and
.. nder when ost exceeds
pitalised) # i y
(2) Permanent Way, relaying, resl i u&m 4
jrop v S g o T N b (e
(3) Feneing. _
(4)Level crossing. ‘
(5) Signals. ’ K b
(6) Telegraph lines. S 4

@) Buildings, fixtures, engine sheds, turntables, water supplics, fuelling plant,

electric light and power plant, workshops and machinery, steamers,
ha

tugs, lighters, etc., (except when ,povered by 1V).
(8) "nw deck and engine room machinery.
(). for locomotives and m;n’n
> = (10) Renewing decking in’vesscls '
(11) Rolling stock to the extent of the accrued depnciniém of rolling ptock in
service as certified by the Chief Mechanical Engineer

Note.—(a) The value of old material returned s c x v
above works is to be credited to the Renewals Fundas. S \n#‘-onﬂﬂﬂon v the

.
(#) To avoid raising loans, new rolling stock requiréd to meet additional
) " traffic
requirements y be purch ‘fmmxhekcncwnhl"undlnth:enunwvﬂch
are avthl, provided the Chief Mechanical Engineer can give ¥ certificate undetﬁ(l{‘l*.
No adjustment of capital accoUut-s to be made in respect of such purchases but all ﬂedills
in respeet of stock withdrawn from service are to be passed 1o the Renewals Funds

V1. - WORKING ACCOUNT

Expenditure against working aceount includes the cost of mai i .pal.’ y
in good working_order and rondit;‘on To this also will be ch:lrge;l(z‘)‘::.enso:tvdm‘
works, minor additions and impr not ding £250 in any one case (8) the
cost of renewals and replacements sol exceeding £ in any one case, and 'm’anv
uggent and negessary work even if it exceeds £ 250 in cost when no provisioh has®een made
{or the work under Funds F o'V, and Fyads are available from savings i Working Vatgs.

VIl  WITHDRAWAL OF AsSSETS ¥ioM SERVICE $ )
17 'When it is desired to withdfaw from service ‘ ‘J
{a) ¥p assct which has been or is to be replaced at.a cdst excédding £250,

(#y'An asset pat to be replaced, the origieal test of which exceeded £250,

Jicaton must | 1a¢ M y "
application must be ma jeilo the General M:t‘lgu oh the ‘“l‘f-"_f‘fw_*“f )

v ‘ o« * .
. 2 s the ;&: of @ when plant of 'cq\.*ﬁmn # congerndna furvey gpor{en,
rsed with the ymendatio % .
G ith redommendations of & survey board st ac Cvnepany'h ?lk@!m
o Lo

© 3 When an asset 1s not to be replaged.the peason must be pve'n 8 s s
for Replactment " “Whea an asset hay m a replaced refertnrey
placement must be given under the same hc;dt*-kﬂ ¥ bd cu W

s No'nqu‘:l_‘ g abovrmlybr-hnnddne;i;r placed out bf vervice fo
um:dnpplncnmmLhang made to the Genéral Manager :‘n ll;‘:

J«v, Should any  assets so gobed be in «at the p time
they be reported to the” Manager ion that form Should it be desired to place

asset into servicp agein the fact should be reparted 1o the Generdl Manager 2

an
by, Uﬁ.-mmrn"q
« <5, When sanction hay been

Ch,e(A‘cmm-m s

to the alithdrawal of an asset as defined’i
estimated credit for m&& uut &w‘kx o m u:,"?;
Chief Ammwthﬁt}g&m 4 sanetion, forf‘. B O aie

4 )

F



6. When sanction has been given to the withdrawal of an asset as defined under
y ! (4) the pracedure will be as follows :— . L
v (), Such asset must be written, out of Capital Account by an adjustment
! debiting ** CapitaliAccount Receipts, ‘Contributions by Revente, Trans-
fers from Betterment Fund,”’ and crediting!the appropriate sub-head of
* Capital Account Expenditure.”
R
(i) When the amount realised (a) by the sale of stich asset:is greater than the
cost of same (8) as it appeared in Capital Account ffie latter amount

(4) must be. eredited to terment Fund, and ;
) e b t!A:ed to Net Revenue

»

this and ‘the amount realised (a) must be credil

Account. =y
When' the amount realised (a) by/ the sale of7an asset corresponds with
(8) as it appeared in Capital

. '&(;'}i)
"~ the cost of same
(@)must be credited to Betterment Fundp!

(74 WHen the amount realised (a) is less thanith
. ¢ Capital 'Account such amount (a) mu

. and the estimated amefint of depre i
to the difference betyees this amount (a)

. Capital Account must be credited to Betf

newals Funds. !

(¢ When an asset is abandoned the value of seconid-hand material recovered
ed to Betterment

from same less the cost of demolition must be credit
/  Fund and the estimated amount of depreciation through wear and tear
<4, up to the difference between the value of such second-hand matr‘nal
and: the cost of the asset as shown in Capital Account must be credited
to Betterment Fund, by debit to Renewals Funds
ent Fund as laid down in paras. (#v)

Acgount such amount
) o

“Sost () which appeared in
to Betterment Fund,
ough wear and tear up
ndxhe’cost (4) as shown in
wart Fund by debit to Re-

‘vi) When the total credit (@) to Betterm (
% and (v) is less than the cost (5) of an asset as it appeared in Capital
Account the difference between such credit (a) and the cost (4) must
e be credited to Betterment Fund by debit to Net Revenue Account.
of assets written out of Capital
ture upon works to be
from contributions from

Credits to Betterment Fund in respect
Account will only be available for expendi
capitalised.  They should be shown distinct
Revenue in the Chief Accountant’s Books. At the time the annual
estimates are preparéd a statement of such credits should be fapwarded
to the General Manager who will decide to what extent and upan what
specific works they are to be utilised in connection with the following

year's Betterment programme.

fvi1

7. 1In the case of assets abandoned an estimate allocated to Berterment Fund
showing the estimated cost of demolition and the estimated credit on account of muterial
tecovered must be submitted through the Chief Accountant to the General Manager
for sanction

. . 8. These instructions do not apply lo assets demolished and replaced or re-erected

. as a result of alterations at the same station, nor do they apply in cases where assets

are merely transferred from one place t ther, or from one Department of the Ad-
ministration's Services to another 4.’0(de from or to the Port of Mombasa

9. These instructions do, however, apply in cases where it is proposed to degwlish

an asset at one station and re-use a portion.of the material therefrapm at another ’hlivn,
the value of the material so re-used to be charged to the cost of the new work

< ”
. j
/
- G. D. RHODESB,
2
' Acting General Manager
& . . (TBZAI(IQA‘, MANAGER'S OFFICE 7
o 5 I SRt &
‘ 2 NATROWS . Y
b b Aprd e - =

difference between, -

APPLICATION

%

Description of Asset

Year placed in Service

Funds from which Asset was purchased
Original Cost

- 7 Estimated present market value ' ..

KEASONS FOR A®PLICATION FOR WITHDRAWAL

PROPOSALS

) Estimated value of scrap material £

FOR DISPOSAL IF _Ii\(lll'hlt\!l“! 1S SANCTIONED

5

Estimate No.

Differgnce £

Head of ['r*rlnr-l

- [ 4 ’

Estimated, cost of demolition £




~Date . S

ORDERS OF

To,
(hiel Accountant

Date

PAKTIECLARS
Demolition sahctioned nder Estumate
Sl L

P > -

vide,

PROPOSALS FOR REPLACEMENT

Head of Department

GENERAL MANAGER

remeval Momager

RELATING Yoo DisPusa

Kecewpt No Dated
-

A:.mmamoum Wh‘mdhcmﬁonmu
of 'Expenditure,” previotsly in force, the
following enplm!nry ncln are given for guid of all n 'this. ¢ ;

INCIDENCE OF EXPENDITURE Mw W

2. Thefullmltdlll

g Muuﬂnmbechugedwuhﬁse
:mmwuwmu-maﬁauyprmrmmm
(2) Per leepering and reb oftruklnhugﬂu
of!ullnnikndm. "
(8) Replacing deck and engine room machinery.

'9) New boilers for locomotives and steamers. o F L O

(10) Renewing decking in vessels

In this connection it should be n:(:d that ll(;re must be a tomplete ren:wl“‘
mcpmolthcndlcw“,ml cueol tkpaumtwwmmbe
Pk“" l: d, l—v d or *. md\eww;, b
(lO‘;th-deckmqolnI“mmb:m-udMn. ¥ &

s !Nauzhhﬁnngmlthapnd A(counlolthuhdmuﬂﬂnlm ol_;he"':
most varicd description, and cases will arise from time to mg where | ‘renewals
which are not provided for in |h schedule would nevestheless be dege qmnn
the Renewals Fund.

Such a case would arise whegd @n asset is cnmq-:d of m;!e” dnﬁenng dula

of materials, as for example, a bridgé ralsed on stone; pillars carrying jron girders wif
a wooden track The complete renewal of cither pillars, girders or lrack wauld be a.

proper clirge agegst the Repewals Funds,
Cases also will arisc where the grougihg of items is ;u.mﬁed as for instance the
renewal at one ume of & pumber of twiverts laid consecutively through a bank: .

All cases. however, not strictly favered by the wording of the * Instructions,”'
should be submutted to the General Manager for dt‘.oun full details being given.

INCIDENCE OF EXPENDITURE AS BETWEEN W()Rﬂhu Exrwmmu AND
) . “Berrermeny FuNDs
6. Workigg cxpenditure gaust be charged with the cost of an additional asset
when that cost ‘ﬁn pot exceed® £250
Bettesment or Lean Funds must be char with the cost of an additibnal asset

Avhen that cost exceeds £ 250, except as provided for under * V1.—Working Account, @
on page 3 of the ** lnstructions " réfgsred 19 above. Effect must riot howeves; be given it

to the provision under “Working Agcoumt, (¢),” without lpeelﬁq reference to the X
General Manager or before his authbrity has been obtained ~ R

7. . Working expeaditure must be charged with the cost of any betterment o im-
provement to an cxmu\g asset when such cost does not txceed LZSO

Retterment Funds must be charged with the cost of any bﬂtermem or nmpronment
m;nmmwhenmdl cost exceeds £250

3 * 8~ The instructiohs giy lbuvemultbel tnelch mn&(m&.
i, i o e fﬁ’""’ |
{ lﬂ'tk e S




St

~¢xactly similar to that to be replaced would be charged to the Renewals Funds and the

INCIDENCE OF EXPENDITURE AS BETWEEN RENEWALS AND BETTERMENT
FuNDs.

9. When an asset is completely worn out and is replaced the Renewals Funds
must be charged with the present day cost of providing jeal with that to
be replaced-(provided such cost exceeds £2.0) and the Betterm must be charged
with the diﬂg
(provided such difference exceeds £250). ;

10,, When an asset is replaced in any other circumstances, e.g., because if'is out
of date:of-because its capacity is no"l‘énger ‘up’tii?'r'eguifemgu, the amount of deprecia-
tion up-fo'the date of replatemént’ must be tharged to the Renewals Funds (provided
the presént ‘day, dpst of 'rep1acement would exceed £2:0), and the difference, if any,
between such ‘amaunt and the cost of the new asset actually acquired must be charged

(fo the Betterment Fund. (provided such difference exceeds £250). For example, if a
machine, the/life of which was<estimated at thirty years, were replaced by a machine of

3

balance to Betterment Fund ST

. R Yo .
. ¢ 2
In cases where the replacement of an asset is (@) partly in the nature of a Renewal

and, (6 partly in the nature of a Betterment, and thegcost of ‘neither (a) nor (&)
ext®ds 1770 LiiMotal cost forms a charge against working. =8
> s

rence, if any, between such cost and that of the asset actually acquired,’

improved pdttern'at thie-end of fifteen years, half the present day cost of a machine -




&
Kenya and Uganda Railways and Harbours

&

» W—
e

-

REPORT

DEPARTMENTAL COMMITTEE ON
THE AMOUNT OF CONTRIBUTION TO
RENEWALS FUNDS NECESSARY TO
ALLOW FOR DEPRECIATION OF
WASTING ASSETS.

1930

.
A
o Hamowm
PRINTED BY THE DOVERNMENT PRINTER,




No E F 391

Tae CHIEF ACCOUNTANT,
NAIROBI.

DEPRECIATION AND RENEWALS FUND.
Your letter No. GAP. 430/9506,-dated the 20th July, 1929.

I have decided to appoint a Committee, under your Chairmanship, com-

posed of :—

Yourself, as Chairman,
The Acting Chief Engineer,
“The: Mechanical Engineer,
with 08 Fana Assistant to the G | Manager, as Secretary, to consider
and report upon the t of ibutions that are idered y to
the Renewals Fund to allow for deprecistion of wasting assets and the prin-
ciples that should be followed in connection with the working of this acoount.

_ 9. In this connection it will be necessary to establish the average life of
wasting assets, and, from that, the percentage of original cost that should be
contributed annually te sllow for its replacement From the amount obtained
from this calculation should be deducted credits that might be expected due
to—

(@) assets scrapped and not roplactdd ;
(b) reduction in liability due to the amount of sinking funds provided in
reduction of interest bearing eapital ; .
(¢) credits for recovered material ;
(d) credits for surplus funds fonnd in practice to be available, due to
expenditiite on renewsl ususlly being overdue
3 Tt will also be necessary to calculste to what extent the wasting asgols
of the Administration have been properly renewed, or whethet there is an over-
due expenditure against the Renewals Fund
4 With the_above information svailable, it will be posgble 1o calculate
the snnual expefiliture thgt may: be expected against the Retibwals Fund
during the next, say, tefi years. ’

. 5 With the above information svailable, it weil also be possible o state
whether the practice of purchasing new rolling steck as against ' accrued
depreciation ' is possible and sdvisable ; and, finally, whether, aflat fixing the
rate for depreciation, whether s further limit should be set by fixing & minimum
percentage of revenue in any onue year as & congribution to the Renéwals Fund

6 In connection with the above matter, 1 would refer you for gudance
in your investigation the repart recently received from the South African Rail
ways and Harbours with regard the same question. This report will be of
extreme value, but its conclusions may have to be modified to some extént to
meet local conditions

7. 1 should be glad if this investigation could be carried out with as little
delay as posible, ss the Becretary of State has particularly asked us to report
on this matter in view of lagt year's proposals to reduce the contribution to
Renewals Pund fo two per cént on the original cost of wasting assets.

_ 8. Pending the receipt of further copies of the South African Railways
and Harbours Report, 1 am circulating the existing copy through the Acting
Chief Engineer and the Acting Chief Mechanical Engineer

G. D. RHODES,
Acting General Manager,
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GENERAL MANAGER'S OFFICE,
_ NAIROBI; 3rd August 1929.

KENVA COLONY

Tae CHIEF ACCOUNTANT,
NAIROBI.

\
DEPRECIATION AND RENEWALS FUND.
Your letter No. GAP. 430/9506,-dated the 20th July, 1929.
I have decided to appoint a Commuittee, under your Chairmanship, com-
posed of :— '
" Yourself, as Chairman,
The Acting Chief Engineer,

The Acting Chief Mechanical B?u P

with the Financial Assistant to the G i %’.mm&r
and report upon the nt of ibutions that are idered necessary to
the Renewals Fund to allow for depreciation of wasting assets and the prin
ciples that should be followed in connéction with the working of this sccount

. 9. In this connection it will be necessary to establish the average hfe of
wasting assets, and, from that, the percentage of original cost that should be
contributed annually te allow for its replacement. From the amount obtained
from this calculation should be deducted credits that might be expected due
to—

(a) assets scrapped and not replaced ; .
(b) reduction in liability due to the smount of sinking funds provided in
duction of interest bearing capital ;
(¢) credits for recovered material ;
(d) credits for surplus funds found in practice o be available, due to
expenditiité on renewal usually being overdue

3. Tt will also be necessary lo cileniste to what extent the wasting asggte
of the Administration have been property renewed, or whether there s an over
due expenditure against the Renewsls Fund

4 With the sbove igformation available, it will be possble to calculate
the snnual expenditure may be expected agiinst ffie Renewsls Fund
during the next, say, ten years

. 5. With the above infermation svailable, it will also be possible w0 state

whether the practice of purchasing new rolling stock as sgainst ' accrued
deprecistion ' is possible and advissble ; and, finally, whether_ after fixing the
rate for deprecistion, whether s further limit should be set by fixing s minimum
percentage of revenue in any one year as & sandribution to the Renéwals Fund

6. In connection with the above matter, 1 would refer you for gudance
n your investigation the repart receutly received from the South African Rall
ways and Harbours with regard to the same question. This report will be of
extreme value, but its eonclusions may have to be modified to some extent w
mieet local conditions

7. 1 should be glad !f this investigation could be earried out with as little
delay as posible, ss the Secretary of State has particularly asked us to report
on this matter in view of last year's proposals to reduce the contribution to
Renewals Pund to two per cent on the original cost of wasting ashets.

_ 8. Pending the receipt of further copies of the South African Railways

and Harbours Report, I am circulating the existing copy through the Acting
Chief Engineer and the Acting Chief Mechanical Engineer

G. D. RHODES,
’Aaﬁng General Manager.

&
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Kenya and Ugénda Railways and Harbours

/CHIEF ACCOUNTANT'S OFFICE.
i No. G.A.P. 430.
NAIROBI, 30th September, 1929.

KENYA® COLONY.

Tre HoON. ACTING GENERAL MANAGER,
' NAIROBI.

‘DEPRECIATION AND RENEWALS FUND. "

BiB,

In mndt;i;ce with your instructions as conveyed to
No. E.F. 39% dated August 3rd, 1929, we were appointe!
he amount of contributions t

consider and report upon &
to the Renewals Fund to allow for depreciation

us pide your letter
d a committee ‘' t0
hat are considered
of wasting assets
th the working of

n
and the principles that should be followed in connection wi
this account.”” -
2. Your letu;r‘r'efe;red to contained specific reference to the following :—
¢ (o) Life of wasting assets.
“~(b) Assets scrapped and not replaced.
(¢) Reduction in Lability due to the amount 6f sinking funds provided in
reduction ‘of interest bearing capital.
(d) Credits for recovered material.
(6) Credits for surplus funds found in practice to be available, due 0
expenditure on renewals usually being overdue.
(f) To what extent the wasting assets have been properly renewed, or
whether there is an overdue exper 1iture agninst the Renewals Fund.
() What annual expenditure may be expected against the Renewals
Tund during the next ten years. »
(h) Is the practice of purchasing new rolling stock 88 against '’ accrued
depreciation possible and advisable.
(i) After fixing rates for depreciation whether a further limit gb?u}d be
set by fixing @ minimum percentage ol revenue i auy oho year a8
a contribution to the T Lo wals Fund
All the foregoing points have received our close attention and consideration
and are referred to item by item in our report. :)‘:‘“_“{2_\

4. We are of opinion that it will serve a useful ‘porpose: if we set out
how and when our present renewals funds came: intabeing in their chrono-

logical order. Thaey afe-as follows :—

A Marine Rcwwﬂl&ﬁund.——&mtribuﬁons to an Insurance and Depreciation
Fund were utnrte(_i‘“ ag from April 1st, 1913, on the capital value of steamers,
tugs, lighters, etc.,” employed on our. Inland Lakes Services.

The rate of contribution wa8 § pér cent per annum. The accumulated
amount to the credit of this fund at December 31st, 1923, was £208,688/8/34.
The constitution of this fund vas-then altered and the amounts disposed of a8

follows :— )
, & 8h, Cta.

Renewals ... s 29,438 9 17
Betterment . X 50,000 0 00
Insurance D . &2 L
—————

Total .. £208,688 3 54

U —

X - he &
. - £ 8h. Ote.
Patiocaatns : 103,90 8 50
. o
/ Total ... 356,780 17 00

‘ 3 ¥ -

CGontributions at the rates of 5 per cent . # i

ok s » r pex. wgmm-d-hgpw i
‘;my‘;‘;l‘l:l.u?lndlm. and dmﬂ'ﬂnyﬂmﬁ st

rorcheyunmm.numﬁmibw_auiu“ '

mtwmmmﬂlymihdwﬂ‘?sﬂ'aywm:h":“dq

For the gears 1996, 1027 and 1998 the fund was credi
o ™ ted at
?maomemd%yw“m.uh
addition m@umhmdhmlmﬂlm,wu
lp:mtmc.pmwudmmm,m;hocmdiﬂbthh

O‘ibuﬁoulmhyﬂlmmwmhuduip.mt ‘

Motor Services—This fund was started as from January
MQy@lmﬂmmmmwnhnhd.;m.:h
the capital cost of motor vehicles. ’ i -

Fuhyﬂlmhnhduwrﬂ'm\ubuu.pﬁid.

Harbours.—This fund was started ss from J :

Harb " anuary 1lst, 1997, i
mnmbnmnlmb-edavuyngw.vhﬂwiubonlmdhu:.“h

(@) Lars or WasTING ASSETS. - » ~

4 Marine—The preseut hife nh.hutdmmy‘

L yoams. After
Mdﬂlm.wdm&vmdhwug
M‘,weMMbmmvdmhmdmhnﬂ
e, e ributions, il and when made in the future afier 1980, should be

calculated at 3 per cens.

We further recogginend that, afier 1980 no contributi shoyld be made
for five years, when the positiof could agsin b-m::r::i N - ' -
’ }t-hu,lw,lhbdmcolthhnd“ﬂ g
added the contributiens for the last six months g 'bd.amdm"‘ -
contributions for 1960. = o 10 aad e

Mfwnynpandnun‘-nmtobo

scurved )

for the next few years, we are of opink i:e‘:' 'U‘?Tl‘h:ﬁ
mﬂ-bmuyeﬂhwwh-ﬁw l
m::tm'..»-h lhl'n‘nt‘l.m Statement Al gives the following informa-

1. Details of ahaets.
10!!‘“*&“%.“ is based

3. Estimated life. )

4. Percentage recommended.

5. Amount of depreciation contributi ded
6. Present rates. 1] ! s

1. Punt;ﬁeuﬂ? i por cent.
. ices —Tho Fule st presen is 95
L e e
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NAIROBI, 30th September, 1929.
KENYA COLONY. 4

Tae HON. ACTING GENERAL MANACGER,
* NAIROBIL.

‘DEPREGIATION AND RENEWALS FUND. N

BB, 2

In acml‘dﬂnce with your instructions as conveyed to us vide your letter
No. E.F. 391 dated August 3rd, 1929, we were appointed 8 committee to
consider and report upon the amount of contributions that are considered
necessary to the Renewals Fund to allow for depreciation of wasting _aasets
and the principles that should be followed in connection with the working of
this account.’’

2. Your letterlreie;red to contained specific reference to the following i—

< (@) Life of wasting assets.

Tb) Assets scrapped and not replaced

(¢) Reduction in Lability due to the amount 6f sinking funds provided in
reduction ‘of interest bearing capital.

(d) Credits for recovered material

(6) Credits for surplus funds found in practice to be available, due t0
expenditure on renewals usually being overdue.

(f) To what extent the wasting assets have been properly renewed, or
whether there is an overdue expenditure against the Renewals Fund

() What annual expenditure may be expected against the Renewals
Fund during the next ten years. -

(h) Is the practice of purchusing new rolling stock 88 against '’ accrued
depreciution ™ possible and advisable.

(i) After fixing rates for depreciation whether a further limit AIJPu}d be
set by fixing 8 minimum percentage of revenue 10 any one year a8
a contribution to the Renewals Fund.

All the foregoing points have received our close attent
and are referred to item by item in our report. ..

3. We are of opinion that it will serve a wseful pol
how and when our:present renewals funds camerinto/being in their chrono-
logical order. They aré-as follows :—

A Marine Rem@ﬁiund.—(k)utrxl)utiona to an Insurance and Depreciation
Fidnd were started as from April 1st, 1913, on the capital value of steamers,
tugs, lighters, efc.,’ employed on our Inland Takes Services.

The rate of contribution Wa8 5 pér cent per annum. The accumulated
amount to the credit of this tund at December 31st, 1923, was £908,688/3/34.
The constitution of this fund W8 then altered and the amounts disposed of 88

follows :—
. £ B8h, Cta.
Renewals n oSl 29,436 9 17
Betterment ./~ 50,000 0 00
Insurance 199,251 14 17

PR

Total £908,688 3 34

jon and consideration

nag,
rpose if we set out

wuﬁul‘lﬁtnh-olSwunmumwmm

? : to the Fand

fortboyml!l,lmmdlm. d

e e e e and are being made for the year 1920 at
For the years 106 and 1937 bontributions calculated af the '

nntwmumnﬂya'diudwh’ﬁ-ﬂwuynenmnbm. WS g

quwmw 1991, the net profi

Administration ceased to be banded over ta. phya p-‘o:aol’z:
plscad to the credit of & et Pund. The
accumulated balance of this fund aé Décember S1st, If . wea £356,780/17/00.

'bocﬂhﬁondtblhﬂdmthmdﬂ.dad smount distributed as

" follows :—
& 80w
: - ‘ . 163,390 8 50
Bethormanie 199900 8 50
Total .. WETS0 LT 00

/

For the years 1994, 1925, 1926, 1027 adh 1996 the funiywas
mmdSpotgent.ontb-aqihloud’?, . ‘na.i:ed:::“
addition the contributions in respect of the years 1926 wnd 1927 calculated ot
6P¢eensancaphlvdnodluinnmngn-sh,wmdmc'mdnedlothn

Contributions for the year 1929 are calculated at 2 per cent

Motor Services —This fund was started as from Jan

‘ uary, 1997, and

mayqlmﬂMmeMcunwrnuoliap-m\oo;
thecaphloudolmatrvduch

Fuﬂnywlmﬁumdlb'),‘&prcemubangawln&

Harbours.—This fund was started ss from Jan

Harb uary lst, 1997,
contributions are bssed on varying rates, which 'illhvrefomdwhwmd e

(@) Lave or WasTING AsseTs

4 Merine.—The preseut lfe value is one of twen .

: ty yoars. After full
mnwdnﬂ(mi.udmmvnmdhlin’n&pn;\:r
:l;t, "twllm:dhb:' life value be ope of thirty-three years, snd

contributions, w made in the fut e
- gl wtare after 1980, should be

We further récommend that, after 1980 no coot
for five years, when the position could aguin be ":l:;:‘l'm Mgt Apman

At Jupe, 1929 the balance of the fund was £72.&

. 1989, 2,452, 1o whch
.dhl. Iho contributions for the last six months of 1999 m:l :h: :A:::::l::
contribations for 1960.
Allowing for sny sxpenditure that is likely to be urved
no against this fund
(athanx\!uyun,nmdm“!nh-hunamhbu will be
smple to cover any calls that may be made thergon

\ionm:—-, ._41. lh'qu“tuou Statement Al gives the fullowing informs

1. Details of shesls.
2. Capital value on which deprecistion is based
3. Estimated life.
R 4 Percentage recommended.
5. Amount of deprociath . o
6. Present rates. .
1. Present contributions st 8 per cent

&

7

Ty




i ‘over these services from the Government of Uganda, that the life of motor

vehicles should be calculated at five years.
Harbours.—Our recommendations under this hea

Statement A4.

- As far as possible we have applied the railway

) th nature. In other cases We have take M

aspets are more or less of the same : %ﬁh

/ onditions into ‘account, and to some extent we ha 1 Y
ions made by the Resident Engineer (Harbour Works)

frst new deep-water berths were handed over to the Administration.

4 are summarised in

We desire to point out that in all our recommendations, ¥e
have redeived from

%nso account the evidence, both oral agd writfen, we k! 0
officers of -the Administration, plus our, united logal kbowlédge, 88 2 résult of
long service under the Administration.
We have not been unduly influenced by
have we attached any great importance to w
applied to other railways, as We are of opinion tha
elsewhere do not necessarily hold good here.

reference 0 technical books, nor
hat lives and percentages are
t the conditions which apply

(b) ASSETS SCRAPPED AXD NoT REPLACED.
5. This proved to be a very large question and has involved considerable

research. .
The statements submitted by the various departments, vide your Rfafergngﬂ
F.1508 helped to somne extent. The full result of our detailed invest_xgnuon‘s,
after allowing for certain adjustments, which are being made in this years
accounts, leads us to believe that the capital value of assets, pide the mpllnl
account are npprnxmmtnly, (iyenstaled as follows :—

Railways. £

1. Buildings 20,000
J. Water Supphes 5,000
3. Engineenng Plant 5,000
4. Ferries and Jetties 1,500
5. Engines 50,000
6. Coaching Stock 25,000
50,000

7. (ioods Stock

8 Workshop Machinery 10,000
———

£166,500

et

Marine.

1. Lighters, Buoats, ete. £3,500

Harbours.

1. Buoys and-Begcons ol £190

6. ‘As regards 5, 6 and 7 Railways, the information was given to you in
advance, with the result, we understand, that you have inserted in the 1930
Estimates, a sum of £125,000 on account of engines and rojling stock, a8
expenditure against the Renewals Fund.

We recommend that steps be taken as early as possible to incur further
expenditure against the repewals of items 1, 2, 3, 4 and 8 Railways, 1 Marine
and 1 Harbours. -

The sums involved are :— . iy
Railways ... £41,500
Marine i - i 3,500
Harbours ... ; 190

We do not recommend that these assets ghould be written out of the
capital apcount, but consider they should be treated as assets to be replaced ss
soon as possible. ' & '

B

g e
34 Mg “
i 5 |

hays takell . . ¢ :

5

@)Emucno:ummmemmAuomo ) Funp
<Pnovmnl REDUCTION OF Im-mﬂmnmz é:::& *
.;%'mwyd@m‘wmmm

[ . respect of depreciation

@Mwﬁumyuﬂwemﬁm“ﬂu fund
&hribomdtmphondlu_nl. and a8

(d) Crepres vor RECOVERED MATHRIAL.

8. We are of opinion that this is s small f mend
that if should be taken irito sccount.. A T

(¢) Crepirs vom Surrius Fuxps Founp Pncntiro-‘Av DUR

7o Expexpitope o RENEWALS USUALLY BEING ‘OverouE. ¥

9. We are of opiniou that this point has not arisen

A 2 ! yet , ahd we do not

;mm;mqabm.u‘n;&nmnm-mmmmm
fature. md-i_nnn_nqo-hadm-uin.xhénic-ouldhﬂnobe-

matter for subsequent investigation. Mot oA :

() To waar Exhiorf Tas WASTING ASSETS HAVE BEEN PROPERLY RENEWED
" pEERs 18 AN OVERDUE EXPENDITURE AGAINST

e xun Rexgwars Fowo.

40. This i & very difficult question, and havi
b ng regard to the fiet
until recent years no Remewal Funds (Marine Insurance and Depnou::
l’und':wpd) existed, and further that to some extent, assets have been
:n; from re:lemae u_\fu:uwdlwy expenditure, it is not possible for us
jetermine with exscti , to what extent th
1o oty romewed I e wasting pssets have been
We can only place on record that if our
; proposals re percen
sdopted that in our opinion the question will gradually séttle l:aelf =
Dealing with the question &'%o whether there i
against the Renewals Fund, we would refi:lo p;l;:;“:g “};{:‘m"
doubtedly has s bearing on the point. On thé other hand upc;diwn b‘;;
small extent under the head of "' pearmanent way ** was inourred against th
fund before sufficient depreciation had socrued under this head i
This was due to the policy of * relaying " doub
to hranch line mnnmcnt:’w.'- uu;n:bliw hod 2o B s

(g) WHaT ANNUAL EXPENDITURE MAY W8 ExrPeoTED AOAINST THR RENEWAL
Powp puraNe THE NEXT TEx YRARS *
11. W4 regret we are unsble to furnish even ab
) A ! spproximation in th
case. To ensble ws to give any figures it would be necessary to k.mv i
ta) Future main line construction
(b) Future branch line construckion.
(¢) Future harbour construction
(d) Anticipsted vol of of traffic
P yeur by year which uught
result in additional engines, rolling stock, ete Having to be m.l::d
in order to cope with such incressed traffic
We might further state that we do not think
b ; it possible for an ¢
uxep—nlhmwpwwynhl‘umu.ﬁdfur ! St

) Is m Paaorics o Puscnasve Naw Bowiixa S1ook a8 Agarsst
AoosoRp DErmRsotarion ' Pum,;q.-w ;T

12, w...-mwmnbprﬁt-mmi.ﬁi‘.é.Q
ourselves thet it is advisable. mwmumi-w;‘

1

amongst
Qpndhmdpmnm,ndmbnitnmndlutmfm

(u)'l\yl-uldmthomm'iﬁupﬂmu
tary

new works, which were tioned o
which read :— v e ol P
i~

N\,




4.

that the life of motor

4 are summagised i

“gver these services from the Government of Uganda,
vehicles should be calculated at five years.
Harbours.—Our recommendations under this hea
Statement A4. . )
o As far as possible we have applied the railway rates 1n such cases & the
more or less of the same nature. In other cases we h_nve L
donditions into ‘account, and to some extent we have been guide
rééommendations made by the Resident Engineer (Harbour Works) WAEE
#ﬁt new deep-water berths were handed over to the Administrations <.

il We desire to point out that in all our recom ] :
! dnbo acoount the evidence, both oral agd writen, we have redeived from w o
officers of ‘the Administration, plus our, unitéd logal knowlédge, a8 8 T t of
long service under the Administration.

We have not been unduly influenced
have we attached any great importance
applied to other railways, as we are of opinion that the con
elsewhere do not necessarily hold good here.

Lspe

by reference {0 technical books, 10T
to what lives and percentages 8r¢
ditions which apply

(b) Assers SCRAPPED AND NOT REPLACED. '
5. This proved to be a very large question and has involved considerable

research. )

The statements submitted by the various departments, vude y.ou! I{‘eferfznc‘:e
£.1508 helped to some extent. The full result of our detailed mvestygnhon‘a.
after allowing for certain adjustments, which are being made in this years

accounts, leads us to beleve that the cupltal value of assets, pide the capxtal
d as follows :— 3

account are appruxuna{ely, overstate

Railways £

1. Buildings 20,000
9. Water Supphes 5,000
3. Engineering Plant 5,000
4. Ferries und Jetties 1,500
5. Engmnes 50,000
6. Coaching Stock 25,000
50,000

7. Goods Stock

R Workshop Marhinery 10,000
£166,500
—yyroét
Marine. A
1. Lighters, Boats, el £3,500
Harbours
1. Buoys and Beacons i £190

v

6. ‘As regards 5, 0 and 7 Railways, the \uformation was given o you in
advance, with the result, we understand, that you have inserted 10 the 1930
Hstimates, a sum of £125,000 on account of engines snd rolling stock, a8
expenditure against the Kenewals Fund

We recommend that steps be taken as early as possible to incur farther
expenditure against the repewals of items 1, 2., 4 and 8 Railways, 1 Marine
and 1 Harbours. -

The sums involved are :— . v
Railways : £41,500
Marine 3,500
Harbours — 55 190

oA .
We do not recommend that these assets should be written out of the
capital aceount, but consider they should be treated as assets to b8 replaced s

goon as possible

mendations, We hn&ukan o

5

(q)Rmuorm;mmeDmmmAnomo FuND|

¥ SINKING

Wm REDUCTION oF INTEREST BRARING CAPITAL. *
‘:Womqnzlyd,," that 10 redtetion in respect of deprsciati
made on nmm.udwemmiéthu:hem(&nd-h

:ﬁnnbenh'otbu. swuﬁ-ammmyum:;
the redemption of loans, and as such must be maintained

(d) CrEprrs ¥or RECOVERED MATERIAL.
e 8. We are of opinion that this is all f;
@ RoA~drh ol b .y » small factor, and we do not recommend

S -
¥, (¢) Crepirs rom Busrnus Fuwps Fousn v PRACTICE TO BE AVAILABLE DUE

10 EXPENDITUBE ON Blll’"ua UsvALLY BEING OVERDUE. %

9. We are of opinion that thig peint has not

h oint ha yet arisen, ahd we do not

::Tumm-l;wh* .m’hmmnisilt!blytom;mlze
- Mw.hnd_nqmdouuh-,thémh-whihwemua

matter for subsequent investigation.

(f) To waar Ex¥int yE WASTING AsSETs HAVE BEEN ProPERLY RENEWED
on, WHETHER THERS 18 A¥ OVERDOR EXPENDITURE AGAINST
ran Ruxewas Fowg,~ ~ 708
0. Thin is » very diffoult questian, asd havin
- g - b aving regard to the fact that
hmdmcnl ¥ MMM (Marine Insurance and Depreciation
! aoopnd' ) ex ' further that to some extent, assets have been
wmod x;:n m:’]enue u{d extraordinary expenditure, 1t 1s not possible for us
pmdw‘mm’ :mr::’ \ exactitude, to what extent the wasting pesets have been
We ean only place on record that if our proposals re
adopted that in our opinion the question will gr:dul.l!y ;"kl::ﬁ"‘““" u
Dealing with the question as o whether
against the Renewals Fund, we would refer l:h::‘:r:;n u.':‘d(l:) “‘P’I“:‘M"‘
doubtedly has s bearing on the point On the other hand upnduun-:.“:
small extent under the head of ** parmanent way ' was incurred against b
fund before sufficient deprecistion had secrued under this head A "

This was due to the policy of “ relaying '’ and no doubt having regard

to branch line construction wes ingvitable

(g) Waat ANNUAL EXPENDITURE MAY W8 ExpscTeD AGainst TR RENEWAL
Puowp purmve tas NEXT Ten YEass .
11. We regret we Wre ansble o furnish sver®
\ everran. Spprogimation n thi
case. To ensble us o give any figures it would be Decessry o know : '
t4) Future main line construction
(b) Future beanch line construction
{¢) Puture harbour canstruction
) A ged vol o of taffic b
Cip e year by year which uught
result in additional engines, rolling stock, etc. Having to be purchased
in order 1o cope with such increased traffi
We might further state that we do not think
it uble fo
e ey e e £ possible for anyone al

o 1s "..' Paaomies or Puscnssve Nuw Botne ST008 A8 AGAINST
AcoRvsp DEPEROIATION ' POSSINUA AND ADVISAOE . ..

12 Wommwwubw;lﬁn'mnﬂdh . '—,

-cn:phm-:nhh“. mmwm:.q;

w:-uy m.‘dmdulilmmdhmefdm

(-)mummmewmﬂ*
p g 3 expenditure on
new m,::mh were d by the tary of Blate and

-



bl -
6 ; g vF R
e i - . up the difference. This will right itael jja time_when buildings to be
qumu Fﬂt!a' episir i , scrapped are of equal quality to those with which they b , but at the
These fands are established by eredits fror pomenne present time wood and iron temparary buildings are ing re by more
the purpose of replacing or renewing wasting s fter tel = b struetures and, for the reasons stated
f[eiaofoinionthniw urchase & Jogomotive 82y & X oo ings are long overdue fos repl nt ir repl
years from wcrpiled deprec ﬁoll)!, is unsound, since the NN, the avilability, or otherwise, of b‘*’“‘ funds
it will eventually replace has yet another ten years” l_:fe, and he oofn- by Renewals Fuand. !
 dors i¢ wotild break down the whole syster? ol Hife valuation for Provided oqual value of assets are secured to the Admi
contributions. o cannot ste the value of adhering rigidly to the present sydteu of i
(b) It would lead to the Renewals Fund being operated on 8 81 Emer- scrapping an asset before any renewsl of general assets can be effected. In
. d‘“‘)%me Fund,”" in fact, as has already been done by trans- other words, in the example mentioned above, it should be permissible to
7. % gepring*the sum of £150,0007in 1927 to Stores Reserye Fund. replace assgts to the value of aberued depreciatian. This slso applies to rolling
(C)Vﬁe} Sesires to repeat the arguments put forward hx ﬁlle Acting Chuef < ltoe.k; e
Accountant (Mr. A. B."Mayne) in his letter t.{d’ 270/3281 _of () A¥rER FIxing RaTES ¥oR DEPRECIATION waETHER A FURTHER Lasrr b i
March 13th, 1929, to your address. your reference hnF, 1202. With ) SHOULD BE SET BY FIXiNG A MINmMUM PRRORNZAGE OF
such arguments he entirely agrees. They read :— 1 would, how- REVENUB IN ANY ONE YEAR A8 A CONTRIBUTION
ever like to place on record my opinion that the principle of pur- 70 THE RENEWALS FUND. . «
chasing new stock from accrued ' Arpre«-m‘nvm 18 unsound, and will 13. We do not ecommend that any pe of
eventually lead the Adiministration 1nto difficulties. Assume that shoald be fixed as & contribution. In our opinion once the rates dre fixed
forty locomotives have been purchased for £400,000 and that their contributions W accordingly and on no account departed hom’
estimated: life is twenty years At the end of ten years the exoept #"the evefit of grave financial difficulties arising, and then only as s.
" accrued ' depreciation amounts to £200,000 and 8 further twenty |ast resort.” '

locomotives are purchased. The capacity of the original forty loco-
motives remains practically the same as when they were first pur-
It can therefore be assumed that the objeet of purchasing

In the event of such position arising, not only would the fixed contribu-
tions ** have to go,”’ but s minimum percentage would also ** have to go.”’

chased.
the additional twenty would be to cope with sdditional traffic. At GuuERAL.
the end of twenty years the forty original locos vlv:l)ulddl?o reuud.. 14. We beg to enclose the following statements .—
We should then have twenty locomotives ten years old aD accr I!Od_ Al. Railways proposed .
depreciation to the amount of £200,000 from which 20 a_ddmoul AQ “m’; rates as compared with present rates;
locos might be purchased We should, however, require sixty looo- A3. Road services ;
motives to handle the traffic and should have to find funds for the A4. Harbours;
purchase of a further twenty. A5. Summary of present and proposed rates ;
Ioven if we pruvndcd for the depreciation of the stock puruhucd Bl Railway receipts since inceplion of present fund:
from * accrued ' depreciation, position would still be unsound. B2. Manne . - -
When the forty locos weie retired at the end of twenty years we B3. Road services ,
should have ' acerued ' depreciation 10 the amount of £200,000 1 B4 Harbours .
respect of these and £100,000 in respect of the twenty locos purchased C1. Railways expenditure since inception of present fund:
ten vears later. We should, therefore, be in & position t0 purchase (3. Manne;
an additonal thirty locomotives, making fifty in all and would still C3. Road services ;
have to find fundg for the purchase of another ten (4. Burbours
| Purchasing fros accrued | depreciation amounts o utilising and desire to pomt out tHe in all cases these must not be regarded a8
the Renewals Fund for the purpose of acquiring sdditional espital audited figures
assets .and in the long run, the result wmust be"@n the B.:m'* Our labours have involved looking into redords, staternents and statistics
Fund is unable to meet the cost of replacing retiring stock. going back over some thiyty years, and in some cases the figures must be to
‘'he Acting Chief Engineer and {he Acting Chief Mechanical Engineer some extent approximate
are of opinion that the policy of purchasing rolling stock against sccrued 15. In conclusion we desre to plsce on record the valuable services our ¢
depreciation 18 sound, and would cause more even operation on the fund than Becretary, Mr. C H. Bloomfield, has rendered 1o us

only renewing assets against actual assets scrapped. ‘We have the honowr to be
\ o e 3 v

“~ For example, if ten engines were purchased in 1930, the accrued de- 8ir
preciation ngainst these engines by 1940 would be equivalent to the value of !
five engines, and. it would be sound policy to purchase five engines in 1940,
should occasion demand such sction, 88 an instalment of the complete trans-
action, which would ctherwise ocuz in 1960.

Your cbedient Servauts,
H. E. GOODSHIP,
Ohief Acoountant, Chairmen

Further they consider that ‘the sbove principle can be applied to the A E HA!P.‘ ; -

replacement of buildings, but. would operate in & rather diffiercnt way. For . Acting ONié| Bwgineer, Member
example, ten, buildings are being sorapped, bt for velue can oaly be W. A, ANDREWS,

replaced by five ; it is customary to I¢ by, 1 ings, charging half, or Acting Chief Meghanicsl Engineer,
whatever the enhanced value of the asseb arrants, loan ar betterment -

fons The result of this policy is that full nse made of the Beews! ¢. H. BLOOMFTELD,

Fund, b of the frequent-shortage of betterment. funds to make Secretary.




o Renowals Funds.
These funds are established by credits from revenue socount -
thé of replacing or 7 ing sting assets.

He is of opinion that to purchase @ Jocomofive 83Y aftey ten
o BT AR five

years from accrued depreciation, i s .
it will eventually replace has yet "another ten years® life, and he oon-
siders it would break down the whole system ol life valuation for
contributions.
(b) It would lead to the Renewals Tund being operated on 88 an ‘¢ Emer-
-« - ganey Reserve Fund,” in fact, 8s has Slready been done by trans-
"I gewringthe sum of $150,000in 1921 to Stores Reserye FEH™
(c) . He Josires to repeat the arguments put forward by fhe Acting Chief
"« (Agcountant (Mr. A. £.“Mayne) in his letter GAP. 270/3281 .of
‘March 13th, 1929, to your address, your reference E.F. 1202. With
such arguments he entirely agrees. They read __ 1 would, how-
ever like to place on record my opinion that the principle of pur-
chasing new stock from ' accrued ' depreciation 18 ansound, and will
eventually lead the Administration 10 difficulties. Assume that
forty locomotives have been purchased for £400,000 and thst their
estimated life is twenty years. At the end of ten years the
+ acerued ' depreciation amounts to £200,000 and 8 further twenty
locomotives are purchased The capacity of the original forty loco-
motives remsains practically the same as when they were first pur-
chased. It can therefore be assumed that the objeet of purchasing
the additional twenty would be to cope with additional traffic. At
the end of twenty years the forty onginal Jocos would be retired
We should then have twenty Jocomotives ten years old and * accrued '
depreciation to the amount of £200,000 from which 20 additional
locos might be purclmsed. We should, however, require gixty Jooo-
motives to handle the traffic and should have to find funds for the
purchase of & further twenty.
Lven if we provided for the depreciation of the stock purchased
from * accrued ' depreciation, the position would still be unsound
When the forty locos were retired at the end of twenty years we
should have * accrued ' depreciation to the amount of £200,000 in
respect of these and £100,000 in respect of the twenty locos purchased
ten years later We should, therefore, be in 3 position to purchase
an additonal thirty locomotives, making fifty 1 all and would still
have to find fundg for the purchase of another ten
Purchasing from * accrued ' depreciation amounts to utilsing
the Renewals Fund for the purpose of acquinng sdditional cepitel
assets and in the long run, the result must be that the Benewsls
Fund is unable to meet the cost of replacing retiring stock."’

he Acting Chief Engineer and (he Acting Chief -Mechanical Engineer
are of opinion that the policy of purchasing rolling stock against
depreciation 18 sound, and would cause more even operation on the fund than
only repewing assets against actual assets scrapped

:-QF(H example, if ten engines weré purchased n 1930, the sccrued de-
prédiation sgainst these engines by 1940 would be equivalent to the value of
five engines, and it would be sound policy to purchase five engines in 1940,
should occasion demand such action, 88 an instalment of the complete trans-
action, which would otherwise ocur in 1950.

Turther they consider that the above principle can be spplied o the
replacement of buildings, but. would opetste in & rather different way. For
example, ten buildings are being bat vi for value can y
r_eplaced by five; it is customary t0 2y ten
shatever the enhanced value of the asset warrants, 0 @ mmwﬂ !
funds, The result of this policy is that full use of the Benews!
Fund: because of the frequent shortage of betterment clﬁ

&5 Y 4

up the difference. This will right iteéH in time.when the buildings

. ne. to be
;mdpdqquemybwmvimwhﬂmq-r&‘h, , but at the
p-mth?nwmdmdm_-u:;:nrybuﬂdmpm by more
P te struetur for the reasons stated sbove, many build-
gmm lll‘ ,:‘ ot Their repl t 8 y“‘by

, or , funds, and

b,m otherwise w not as they should be,

an'id-dquﬂvduafwhmmmdwtheAdminilmm the;
mmmmmamwwmwmqmmma{
_mm mgmtbdmmymwdd'mnlmunbeeﬂoehd. In
words, in the nunple\mlntimed above, it should be permissible to
:‘:kmunﬁlhthanludwuddepm. This also applies to rolling
(i) Avres Frxino Rates roB DEPRECIATION WHETHER A Furm«;m Lasrr
SuovLo e SET BY FIxe A MmvnuoM PERCENJAGE OF
REVESUS 0¥ ANY ONE YRAR A8 A CONTRIBUTION
70 THE RExgwars Fusp.
13. We do not recommend that suy s of r
shotld be fixed as a contribution. In our opinion once the rates. dre fixed,

Mw be made accordingly and on’®o .‘W from,
r m‘ event of grave financial d:&ummf only as »

l?‘ the event uf'uudl position arising, not only would the fixed contribu-
tions ** have to go,”’ but & minimum percentage would also ** have t0 go.”’
 GuNERAL.
14. We beg to enclose the following statements
Al. Railways proposed rates as compared with present rates;
A2, Marine; '
A3. Road services
A4. Harbours ;
A5. Summary of present and proposed rates
l;]} !!(uulm-;) receipts since inceplion of present fund
B3. Road services
B4 Harbours
C1. Railways expenditure since inceplion of present fund
(2 Manne
C3. Road services ;
(4. Harbours , i
and mu:‘ point out that in all cases these must not be regarded as
Our labours have mvolved looking mio records, statements and statistics
going back over same thigty years, and in some cases the figures must be to
some extent spproximate
15. ln conclusion we desire to place on record the valuable services our
Recretary, Mr. C H_ Bloomfield, has rendered o us
. 'We have the honour %o be
Bir,
Your cbedient Servants,
H. E. GOODSHIP,
Chief Acvountant, Chairman
A E. HAMP, :
Acting Ohief Buginger, Member
W, A, ANDREWS,
Acting Chief Mechanical Engincer,
Member,
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Dctaﬂs.oi Assc!s

BRIDGE WORK—
Major Bridges
Minor Bridges

FENCING—
Fencing. . .
Road Crossings
Mile and Gradient Pos\s

TELEGRAPH—
Telegraph
Tyer Tablets

PERMANENT WAY—
Permanent Way

STATIONS AND BUILDINGS—
Stations and Offices :
Temporary
Permanent *

Waorkshops and Stores

Staff Quarters
Temporary ..
Permanent

Station Machinery

ROLLING STOCK—
Locomotives .
Carriages and Wagons
Road Vehicles

PLANT—
Engineering
Locorotive
Station and Office Furniture
Stores

ETTIES AND FERRIES—
T D F
]emcs and Fernes

’ ToTAl
\ .
#*MAGADI RAITWAY

GranD TOTAL
*Magadi Railway
Major Bridges

Minor Bridges  * . °

ermanent Way

Buildings

| 3:287.841
|

107,444
349,375
‘ 257,765

242813
790,438
411,561

| 1433231
2,096,099

11,317,410

37,500
37,500
300,000

26,860

401,860

- Estimated
life.

100
661

2%
100
23

8

Percentage
recom-
mended.

3|

Amount ¢ of
Dcprccnuon
contribution

recommended.

344,207

3,494
3,866
9,713

BSZ)

8,040

10,949

RAILWAYS—BASIS OF DEPRECIATION, PRESENT AND PROPOSED.

3
3

www wew w

wLww

Al

Present
contribution.

3476

9

MARINE—BASIS OF DEPRECIATION, “PRESENT, A)IDl ?ROPOSED.

- e

— —— Y y

Motor Vans, Lornes and
Trailers
Toral
HARI OURS— BASIS Al

OF l!L)‘lPLlﬂIO\ PRESENT

AND PROPOSED.

Kibodini Old Prer ) 3
Whasf and Jetties 16, 17. 04 3 3
Fenders 11 w0 \ 10 120 3 %
Railways and Sidiags 40,558 o 3 1.216 3 1,216
Electrical Installaion, Cranes !
and Equipment 62,756 F Y ] 4138 | 5 4
Crane Roads 8,579 354 3 | =7 4 . . x
Macadamised Roadways o | 10 0 2,025 4 B0
| , Launches snd Pontooss 53,041 » ! ) 2682 5 2482
Buoys and Beacoss \,rn o u‘ | ) 1018 8 el
\Auu ‘Supply LR 33 | 3 7 3 n
Brick Transit Sheds 24008 w 1 21490 1 2140
{ ransit Sheds and Goods Sheds, \
etc 18,63 0 3 n 3 59
Fencing 2.2 oy 3 67 3 &7
Stations and Offices, ot 8.5% F ] 4 A | 3 =
Godowns 5,961 0 2 ne §. 3 (5
Stafl Quarters FE o i 25 | 3 54
ToTaL 887,021 16372 | 16,606
STATEMENT
Summary of Deprecia- | Presest + prGposed | lncrease | Decrease -
tion Conti H .
£ ‘: 2 = | al™
RAILWAYS \ A9,862 Alu I |§.w i 2%
MaRNE | zams J" ‘ 9,134 Mo
ROAD SERVICES 7820 e | ! 1,310 £,292
HARBOURS | 16,608 18372 ; 29 tb, bu 3"
4 366,528 391,446 15,594 10,677
) | e | L 3 vy ,}7

Net .. L4917

MOTOR bElHCE} _BASIS OF DZPREGIAT.ON, PRESENT, AND PROPOSED. "‘&‘;n,‘l Fil




RAILWAYS—BASIS OF D!

)

EPRECIATION, PRESENT AND PROP

v 1
i v Capital value Amount of
L SR on.whi preciation
Detatls.of Assets. Dbpmmuon contribution
is based.

"BRIDGE WORK—

Major Bridges
Minor Bridges
. A

FENCING—
Fencing: "
Road Cmssmgs
Mile and Gradient Posts

TELEGRAPH—
Telegraph
Tyer Tablets

PERMANENT WAY—
Permanent Way

STATIONS AND BUILDINGS—
Stations and Offices :
.. . Temporary ..
Permanent *

Waorkshops and Stores

Staff Quarters
Temporary ..
Permanent ..

Station Machinery

ROLLING STOCK—
Locomotives -
Carriages and Wagons
Road Vehicles

PLANT——
}'npncen'ng
Locomotive
Station and Office Furniture
Stores

JETTIES AND FERRIES—

Jcmes and Ferries

’ Toral
Vo
#MAGAD] RAILWAY

GRAND TOTAL

#Magadi Railway :
Major Bridges
Minor Bridges
Permanent Way

Buildings

‘ 3,287,841 334 3
107,444 25 4
349,375 100 1
257,765 66t 1)
242,813 25 4
790,438 100 1
411,561 223 44

1,433,231 20 5
2,096,099 30 34
44 994 63 15
181,384 15 6f
24,344 20 5
20,135 pA] 4
200,992

10,915,550
401,860

11,317,410

1

4,298
3,494

3,866
9,713

7,904
18,520

71,662
69,870

0OSED.

oW www W LW

LW

3,28
10,481
7,738
7,284
2,13
12,46

2997
62,

1,350
5,442

6,000

’/____J_,,,‘___;—/
Transferred to Motor Services,

¥
£ S

MARINE—BASIS OF DEPRECIATION, PRESENT, AND l"ROPOSEDA A2

Details of Assets.

| !

F3 ¢

4667\6

Steamers, T‘-, Lugh!zn ‘
Plant. efc. ..
l

—

SIS OF DZPREGIAT.ON, PRESENT AND PROPOSED
1

MOTOR SERVICES -

Motor Vans, Lormes and

Trailers
| - S S
ToTat | P
|
HARI OURS - BAs!S OF DEPRECIATION. PRESENT AND PROPOSED A4
= -
1 2 3 | 4 5 6 ?
PR - e I SRR SESSe L, Lo i
Cupital value | Amoustof | !
on which E od | P 1T Q Presest Present
Details of Assets [ ke e - ] contribution m-ulun-,
s based mended mommm-!cd ‘ q!
£ £ ! hr cent £
Kilindini Old Prer 70,4% o) "W 1,087 3 2114
Wharf and Jetties 16,27 o4 3 8 ) 488
Fenders L. w 10 120 3 »
Rallways and Sidings 40508 4 216 3 1.216
Electrical Installation, Crames
.nd:j:np—u 62,756 n g 4138 5 4.\
Crane R \ 85 o4 { p-3 4 34
M.udunnld Roadways o3 | 10 w 2,028 ‘ 810
ugs, Launches .-: Postoons P 1 F | 8 2,682 s 2882
ngm Beoys and Beacons ") \ 134 | 1Y = 1018 s [%:]
Water S P a4 ! 3 ” 3 n
Brick Transit Sheds 214008 o 1 2.1« 240
Transit Sheds and Goods Sheds,
ac 18,630 0 2 3 89 :
Fencing 22 34 3 6 3 &7 ;
Stations and Offices, ewc 4.5% F 3 4 44 3 F
Godowns 5,961 % 2 19 3 Y.} ]
Stafl Quarters 404 o ' F ) 3 o :
) e - . - ——— s
Totat | ssvom 16372 16,606 135%]
STATEMENT AS
i — 03 §
*m-nuydbvﬂl Present *-M Increase Decrease o
von Contributions |
S e p—— ___ﬁg__. _,_.,_...1,_ - S __,4] i —
i £ 24,
RAILWAYS l .Dl ‘lh i 1i,yu { ~
MARINE ‘ Bot | | 91 M0
ROAD SERvicEs 16 ! 1310 ‘,2 3
Haxsouss | = " bua
£ 15,504
2y 274




B2
;
B3

& g
-
7

P“

|
S
—
B4
Balance
5,285 5
[
42 i,
7% o
7.9
st
1818
1,004
Dr 6,941
180
5,210
1,000
3
“
a3
n
10,000

'

i W'
non| 188 N ”?‘f"'

e g e e S, i)

< Ru%r peasgaasss
fs- 3224 §E018agAnzR
. ER5% ERESAREY = °
[ Za%y § 9saege 3 R

—_— E P S

FUND.
£

|
1

98 |
£

Total
i- | Expen-

& months| bution | diture |
FJ

|

IR
” "
10,000

&
P

Total
contn.

£
g9
e

192 | ‘1928 ms\m\
'wmlh—v Fund.

Ban | 106 | o8| 987 | 208

ar

| 198

12,623
10,000 \

Year.

1

MARINE—CONTRIBUTION TO

£

al
1927 |
|

1=
[Tom

Cranes
weys ..
Pamtoons
Bhads, etc

Total

Net Total

2,406 | 15400 | 16,137 {17,538

MOTOR SERVICES-—-CONTRIBUTION TO RENEWALS FUND
'
198 1929
l £ £
|
| esa| 2508
'Tn-h“'.mhn‘.
p- 2
HARBOURS—CONTRIBUTION TO RENEWALS FUND

| +d82
Detas! of Assets,
Pier .. .
etties
Sudiag
1nscallation,

~

SrEAMESS, TUCS, LIGHT-
g8, PLANT, ETC., ETC.
Details of Assets.
MOTOR VANS, LORRIES

Lésg from Railways Fund

Miscellaneous Receipts

AND TRAILERS
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MARINE—CONTRIBUTION TO RENEWALS FUND.

B2.

Y,
91,600 | 19248 | 72432

Year.

£
7848

£
2,072

£

-w*ﬁiqrm

£
15490 | 16,137 | #17,538 | 20,09

£
546

-

SreaMERs, TUGS, LIGHT-

B3

MOTOR SERVICES—CONTRIBUTION TO RENEWALS FUND

MoToR VANE LORRIES
AND TRAILERS

B4

HARBOURS—CONTRIBUTION TO RENEWALS FUND
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RAILWAYS—EXPENDITURE AGAINST RENEWALS FUND. clL
Year Total
Details of Assets e | — Expendi-
ture
1924 1925 1926 1927 1928
BRIDGE WORK— £ £ £ £ £ £
Major Bridges i i s 24 4,885 6,516 1,004 13,465
Minor.Bdges ' 1. <. o} e L e B12 1% 2,119
FENCING—
Fencing ~. .- L . 72 | 3 | 806
Road Crossings .. . | a5 . e
Mile and Gradient Posts | i i | .
TELEGRAPH— N| | | ]
Telegraph. . e .. . E S ( ! o ' -
Tyer Tablets || e 1 | | | :
PERMANENT WAV-— i 1 {
Permanent Way .. ; 151985 | 173911 lCr 17,124 | 21,384 | 83746 495,011
STATIONS AND BUILDINGS— i | | | | |
Stations and Offices | ‘ ‘ |
Temporary oes 4310 | 12958 | 11667 | 4947 | 615 | 26,338
Permanent .. I l i 5 | 219 85 304
Workshops and Stores ! . 312, 3434 | 342 3 4,091
Staff Quartgys : | | | |
Temporary | 4382 2,533 558 7s | 906 5520 | - 14617
Permanent . | | . ..
Station Machinery g . 3,798 4088 (Cr. 81l | 395 7,470
ROLLING STOCK—- | i
Locomotives 19 6,550 102,444 2929 436 247 | 112,625
Carriages and Wagons | | 662 662
Road Vehicles boam e B 389
PLANT— ( ! |
Engineering |-
Locomotive | . 1
Station and Office Furniture 2,503 2,503
Stores ' | s .
JETTIES AND FEKRIES | 1 i
Jetties and Ferries 4133 508 | 511 2,087 \ 1,464 8,703
. i | S LN S
Total { 158,22 192,233 100,062 | 52,483 | 93,004 | 93.724 ‘] 689,763
Magadi Ralway | . ‘ 299 ‘ 299
Transferred from Motor Services 322 { e —-t 32
. . ‘ 2, oo
Grand Total 1 | 158,27 | 192,233 100,384 | 52,483 | 93,333 \ 93,724 | 690,384

I RENEWALS FUND. c2
Year _ Total
Detalls of Assets N { — === - '17 Expvnditure
| 6 months
| 1924 | 1926 | 1927 | 1928 | 1929
e - - ——1 . - e
I 4 £ L A | 4
Steamers, Tugs, Lighters, Plant, et | 4602 ; 7,629 11,738 585 | 778 19,248

MOTOR SERVIC _EXPENDITURE AGAINST
RENEWALS FUND.

Details of Assets TYear1926 | Toul |
- -
‘ !
Motor Vans, Lorries and Trailers 322 | m22
tor Vans, Lorries and Trate® |~ il _

#Transferred to Railway Fund

HARBOURS—EXPENDITURE AGAINST
RENEWALS FUND. C4

Details of Assets

Tugs, Launehes and Pontoons ..
Lights, Buoys apd Béacgns,

Total .+
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Kenya and Uganda ‘Railwg.'ys’,apd Harbouss
. (AL . A i

'GENERAL MANAGER'S OFFICE.
o. E. F. 391 PO | Wn 1929.
Rl i ’
Tae CHIEF ACCOUNTANT, o - 5
(Chairman. of Committee), T
NAIROBI, !

DEPRECIATION AND RENEWALS FUNP.CO A

T have to acknowledye the: receipt of the report of youf mmittee on

the above stibject. A considerable amount of useful work has begu done n‘IS
connection with this matter and 1 should thersfore be glad if: you wo

convey to your Committee my apprecinﬁonvol their efforts. i
9. There are, however, & number of points Which,an my view, mquim‘
further consideration, in view ot /the importance of the subject, and also
hacanss - ssary for me ¥ gnd the report home for consideration
by the Treasury in support of any policy that I may feel called upon to
recommend as a result of the facts disclosed. 1 feel also that sufficient study
have been fully

has not been given to several principles of importance that ha !
discussed by the South African Railways Committee. I will deal with
some of these points below, in the order in which they are referred to in

your re porv..

Lire oF WASTING ASSETS.

3. T do not wish to go into this"in detail at the momeil, as, Ml many
cases, this Railway is not yet_old enough to provide mﬂiciant experience
regarding the life of its assels. “SWhere, however, the life -shown by the
Committee is less than experience seems to show to be mecpssery in other
countries, and especially in 8 country under very similaf conditions; sweh
as South Africa, it is essential that the (lommittee should support their

view by quoting facts and figures.
K your Commitide give & fife of

Take, for example, locornotives, yvhic

50 years, but to which other countries give s life of 80 gr~Tnors” yeais,
especia]ly if one boiler renewal is allowed for. The Commifitee must support
their recommendation of 20 years by figures, showing our actual expenend®
on this Railway, making full allowance for such facts as failures due to

faulty design f(e.g. Mallets) and previous age if “taken over from other
railways, and-lack of suitable maintenance due 6 war conditions, efo. In
this connection see paras. 33 and 24 and 78-—8T.and statenents 28 and 31 snd
59 of the South African Report. Similar information should be produced by
your Committee in support of their recommendation.

Permanent Way.—No differentiation has been allowed &x Letween rails
and sleepers. In view of our experience, can we say that sleepers have the
same life as rails? Also, it should be clearly stated whether renewals of
ballast have been allowed for: also whether labour has been included. See
paras. 25, 52, 58, 55, 56, 57, 64, 65, 66, 67, 68, 96 and 121" a)

Small Items.—I note also that the Commitiee have imlud‘d & mumber
of small items, such as Fencing, Road Crossings, Gradignt Posts, Tyer Tablets
Farniture, Stores, ete. Is it not a fact. that few of these items would be
renewed out of the Renewal Fund? .

AgsETS SORAPPED AND. NOT REPLACED

4. I note & considerable sum is involved and thet the Committee
recommend that they should not be written out of capital, but that they should
be treated as assets to be replaced as soon as possible. While this may be
sound in some cases, such as rolling stock, it will be dangerous to sccept
it as a principle for future guidance, especially a8, in the present case, wany
of the items have not in fact contributed to the Renewsls Fund, owing to

\3%
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Details of Assets P |
‘ 6 months ture
1924 1925 1926 1927 1928 929
- I
BRIDGE WORK— £ £ £ 4 £ £
Major Bridges .. - & 24 4885 | 6516 1,004 13,465
Minor Bodges . .. 5 ol - 1,689 812 19 2,179
FENCING—
Fencing .. o : i .. 772 . 34 806
; *  Road Crossings .. .. . oo ) .
- ‘ Mile and Gradient Posts \ | |
TELEGRAPH— ! l
Telegraph. . = w . ‘ | | £
Tyer Tablets .. . ‘ | \
PERMANENT WAV— | | | i ‘
Permanent Way .. .. 151,085 | 173911 [Cr 17,124 | 21,384 83,746 495,011
STATIONS AND BUILDINGS— | | | |
Stations and Offices : | \ | i 1
Temporary L) e 4,310 12,958 | 11,667 | 4947 26,338
Permanent 5 : 3 ‘ | ‘, 219 304
Workshops and Stores | 312 3,434 342 4,09
Staff Quartgys : | \ | |
Temporary - i 14082 2,533 558 715 | 906 . 14,617
Permanent . | | <
Station Machinery | . 3,798 4,088 (Cr. 811 7,470
ROLLING STOCK—- |
Locomotives . 19 6,550 | 102,444 2929 436 | 112,625
Carriages and Wagons 662
Road Vehicles 427 38 389
PLANT— i
Engineering | .
Locomotive ‘ e
Station and Office Furniture 2,503 2,503
Stores ' - | .i
JETTIES AND FERRIES ! |
Jetties and Ferries 508 sit | 2087 ‘ 1,464 8,703
: ]
Tetal 4 182227 19 oos  soasa | oaoas | 9T | 689763
|
Magadi Railway | \ 299 299
Transferred from Mot r Services 322 | | e e 32
Grand Total 92255 | 10384 | 52483 | 93,330 | 931 690,334
MARINE. EXPENDITURE AGAINST RENEWALS FUND. c2
Year l Total
Details of AsSets — W == Expenditure
; i | | 6 months
| 1924 , 1925 1926 192/ 1928 | 1929
£ L £ £
Steamens; Tugs, Lighters, Plant, etc 4602 3919 7629 1,735 585 778 l 19,248
e B — | -5 . s
MOTOR SERVIC PENDITURE AGAINST
R .5 FUND
Details of Assets | Year 1926 Total |
SR ‘ ~— - -
Motor Vans, Lorries and Trailers | 322 | 322
*Transferred to Railway Fund
HARBOU TURE AGAINST
S FUND C4
- —_— ~
. ~ Year ‘ Total
D s = | E i
Details of Assets & moniths i x::::;d\
1928 1929 ‘
| £ £l £
Tugs, 1 aunehes and Pontoons 786 | 695 1,481
Lights, Buovs and Beacons - \‘ 7,563 13 7,676
o Toad A 8,349 808 9,157

RAILWAYS—EXPENDITURE AGAINST RENE!

R S isisss
Year Total
Expendi-

'WALS FUND. Ccl

Kenya and Uganda Railways .2

GENERAL MANAGER'S OFFICE.
. NAIROBL, 15th, October, 1929.
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o. E. F. 391. 3 A COLONY
Tae CHIEF ACCOUNTANT, g \ oo
(Chairman of Committee); g ¢
NAIROBI. ’

DEPRECIATION AND RENEWALS FUND. i
1 have to acknowledge the receipt of the report of your Committee on
the above subject. A considerable amount of useful wark has befm‘dm.w in
connection with this matter and I should theréfore be glad if- you would
convey to your Committee my appreciation of their efforts. :

however, & number of points which, in my view, require
e subject, and also
nsideration

called upon to

2. There are,
further consideration, in view of the importance of thi
because it will be necessary for me 4 Bend th Crepeit
by the Treasury in support of any policy that I m ‘
recommend as a result of the facts disclosed. I feel also that sufficient study
has not been given to geveral principles of importance that have been fu‘lI)
discussed by the South African Railways Committee. 1 will deal with
some of these points below, in the order in which they are referred to in

Zyour re port.

LiFE oF WASTING ASSETS.

3. T do not wish to go into this in detail at the moment, as, 1l &
cases, this Railway is not yeb old enough to provide sufficient experience
regarding the life of its assets. Where, however, the life shuwnvh) i
Committee is less than experience seems to show to be necessary in other
countries, and especially in & country under very similar conditions, such
as South Africa, it is essential that the Committee should support their
view by quoting facts and figures.

Take, for example, locomotives which your Commuttée give & fife
20 years, but to which other countries give a life of 80 or more years
especia]ly if one boiler renewal is allowed for. TPhe Committee must support
their recommendation of 20 years by figures, ghowing our actual experience
on this Railway, making; foll allowance for such facts as failures due tO
fanlty design (e.g. Mallets) and previous age if tafen pver from other
railways, and~lack of suilable maintenance due to war conditions, ete. In
this connection see parus. 23 and 94 and 78—87 and statements 25 and 31 and
59 of the South African Report. Similar information should be produced by
your Committee in support of their recommendation

Permanent Way.—No differentiation has been allowed as between rails
and sleepers. In view of our experience, can we say that sleepers have the
same life as rails? Also, it should be clearly stated whether renewals of
ballast have been allowed for; also whether labour has been included  See
paras. 25, 52, 53, b5, 56, 57, 64, 65, 66, 67, 68, 06 and 121 )

Small Items.—I note also that the Committee have includéd & number
of small items, such as Fencing, Road Crossings, Gradignt Posts, Tyer Tablets
Farniture, Stores, etc. Is it not a fact that few of these items would be
renewed out of the Renewal Fund?

i many

ASSETS SORAPPED AND. NOT REPLACED,
4. I note a considerable sum is involved and that the Committee
recommend that they should not be written out of capital, but that they should
be treated as assets to be replaced as soon as possible. While this may be
sound in some cases, such as rolling stock, it will be dungerons to acoept
it as a principle for future guidance, especially a8, in the present case, wany
of the items have not in fact contributed to the Renewals Fund, owing to
]

nd Harbours
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the latter not having been ‘started until comparatively recently. It has not
been shown that, funds are available for this purpose. See also paras. 58,
59 and 121 (b) of the Bouth African Report.

REDUOTION ON ACCOUNT OF SINKING Founps.

5. 1 note the recommendations of the Committee, but feel they have
failed to appreciate the full force of the arguments that can be produced
in this connection. A ffew of these are referred to in paras. 70, 71, 72, 78,
74 and 121 (¢). This quebtion is one of considerable importance at the
present time, as it is contended thaf the. present generation is being made
to finance the future generations to too great an extent. There appears to
be some force in this argument and if Sinking Fund confribations are
obhgatory, there would appear to be somé"case for reducing Rénewals Fand
contmbutions  accordingly.

CREDITS FOR RECOVERED MATERIAL.

6. This may be a small factor at the present moment, but may grow,
vide paras. 93, 94 and 121 (h) of the South African Report. - It is advisable
that the correct procedure should be laid down. /

Cgprrs DUg To RENgwaLs OVERDUE, OVERDUE EXPENDITURE AND ANNUAL

KAPENDITURE DURING THE NEXT 10 YEARS.
= 1 do not think the Committee have given sufficient thought to this
question. My chief cause for anxiety is to know whether we have sufficient
funds to meet rencwals as they come due, bearing in mind the fact that our
yund was started cery late

It ¢ essential that the Committee should prepare complete tables, such - .

- those shown i the South African Report. T agree that no one

/i is-fixed, this can be safely left. 1 must, however, know what
re on asscts already known wili“be necessary in the nhext 10 Years,
The Committee have already calgulated the assets now known;
i also no doubt, fix the approximate dates by years of capital

expenditurn I’xx.];l4;};r\§'}@e1A the agreed life of each form of asset, the
late of renewal and amount nvolved can be calculated. T should be glad
{ the Committee would go i ths pomnt further. See paras. 12, 13, 14, 27,

a8 29 30, 41, 82, 33, 2%, 38, 39, 40, 41, 42, 43, 44, 45, 46 and relevant
tables of the South African Report

EXPENDITURE AGAINST ACCRUED DEPRECIATION.

| appreciate. the arguwents for and against this procedure, but at
s stage would only draw your attention tu paras. 109, 110, 111, 112, 113,
114 115 and 116 of the South African Repart.

MixisoM DPEROENTAGE O REvesUE.

4 The Committee has missed tie point. There is no suggestion that
rates of depreciation should be altered, but rather that a further sum
14 be added due to excessive wear and tear in any pne year. See paras.
117, 118, 119, 120, 121 () of the South African Report.

FoLs CONTRIBUTION ACCORDING TO RATES FIXED.

|0 Finally, the Committee have ignored completely the points dealt
with in paras. 34, 85, 36, 37,97, 99, 100, 101, 102 and 121 (d). These are
st important and should be fully considered.

11 1 should be glad if you would discuss this letter with me before
re-assembling your Committee.

@. D. RHODES,
Acting General Manager.

tell future growth and expansion If, however, a suitable rate of -
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. Kenya ;and ‘Uganda Railways and Harbours.
CHIEF ACCOUNTANT'S OFFICE,

430.

B -
NAIROBI, 301 y lm~
KENYA COLONY.

s

THE HON. AG. GENERAL MANAGER,

Kenya and Uganda Ravlways- and Harbosrs,
NAIROBL

Re: DEPRECIATION AND RENEWALS FUND:
Ref. Your E.F. 891, dated 15-10-99. "~
.

We were cratified to learn from your above qﬁoted letter that:you were
of Opiigas Zi¥ a considerable amount of useful work had been done int
cunnection with this matter.

2. We also noted that you required us to further consider & number of
points, and also that sufficient study liad not been given to severn] .matters
of importance that have been fully discussed by the South African Rpilways.

Lire oF WASTING ABBETS.

3. In this connection we wish to refer specially to your direction that,
“* Where, however, the life shown by the Committee is less than experience
seems to show to be necessary.in other countries, and especially in a country
under very similar conditions, such as Sonth Africa, it is gsgential that the
Committee should support their view by quoting facts and res.'’

After detailed consideration, we are not of opinion_that the conditions in
South Africa are very similar to the conditions prevailing in Kenya and
Uganda.

South Africa is a sub-tropical country, and practically the whole of their
railway labour is European.

Keunya and Uganda are tropical ocountries, and a very large proportion
of the Hailway labour here is Indian or African.

In our opinion these factors of climate and labour must reflect to an
oxtent on the life of some wasting assets. We suggest that a better comparison
of the life of wasting assets could be made with the Nigerian Railways.

The question of the life of wasting assets is dealt with later in detail,
where we make comparisons both with Nigeria and South Africa.

PERMANENT WAY.

4. All items—rails, steel sleepers, ballast, crossings, wooden nleepe‘n-—
in connection with permanent way had been considered by us and duly taken
into account in arriving at our reommendation of 3 per cent. Please see

our remarks under ** Percentage of Wasting Assets ' for further details:

Smary, ITEMS.

5. The items referred to by.you were included, as it was laid down by
the late 8ir C. L. N. Pelling, when settling the basis of the Renewals Fund,
that they should be taken into sccount, However, we agree that ‘certain of
the items should disappear and have deleted Road Crossings, Gradient Posts
and Btafion and Office Furniture. The other items we consider should
remain, and‘in this connection we would invite attention to the paragraph

of this report—No. 13—dealing with the question of the life of wasting assets
in- detail.
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the latter not haying been ‘étarted until comparatively recently. It has not
been shown that, funds are available for this purpose. BSee also parad. 58,
59 and 121 (b) of the Bouth African Report.

REDUCTION ON ACCOUNT OF SINKING FUNDS.

5 1 note the recommendations of the Committee, but feel they have
failed to appreciate the full, force of the arguments that can be produced
in this connection. A ffew of these are referred to in paras. 70, 71, 12, 3,
74 and 191" (¢). This quedtion is one of considerable importance at the
present time, as it is contended thaf the. present generation is being made
to finance the future generations to too great “an extent. There :appears to
be some force in this argument and if Sinking TFund eontributions -are
obligatory, there would appear to be som@-case for reducing Rénewals Fumd
contrbutions accordingly.

CREDITS FOR RECOVERED MATERIAL.

6. 'This may be a small factor at the present moment, but may grow,
vide paras. 93, 94§a.nd 121 (h) of the South African Report.. - 1t is advisable
that the correct procedure should be laid down.

CrEpITs DUR T0 RENEWALS OVERDUE, (OVERDUE EXPENDITURE AND ANNUAL

EXPENDITURE DURING THE NEXT 10 YEARS.

7. 1 do not think the Committee¢ have given sufficient thought to this
question. My chief cause for anxiety 1s to know whether we have sufficient
funds to meet Tenciwcals as they come due, bearing in mind the fact that our
rund was started very late

It 18 essential that the Committee should prepare complete tables, such
s those shown in the South African Report. I agree that no one

an foretell future growth and expansion. If. however, & suitable rate of

ontribution is-fixed, this can be safely left. I must, however, know what
expenditure on assets already known will “be,necessary 1n the next 10 Yyears,
it least The Committee have already caledlated the assets -now known;
they can also. no doubl “fix the approximate dates by years of capital
expenditure Fmploye u the agreed life of each form of asset, the
dute of renewal and amount molved can be calculated. T should be glad
o ormtnittee would go mto this pont further. See paras. 12, 18, 14, 27,
98, 29, 30, W1, 32,33, 84, 38, 39, 40, 41, 42,43, 44, 45, 46 and relevant
tables of the South African Report

EXPENDITURE AGAINST ACCRUED DEPRECIATION.

“H 1 appreciate the arguments for and against this procedure, but at
this atape would only draw your attention to paras. 109, 110, 111, 112, 113,
114, 115 and 116 of the South Alfrican Report.

MixistuM PERCENTAGE OF REVENUE.

9 The Committee has missed the point. There is no suggestion that
the rates of depreciation should be altered, but rather that a further sum
sbould be added due to excessioe wear and tear in ary pne year. See paras.
117, 118, 119, 120, 121 () of the South African Report.

FuLe CONTRIBUTION ACCORDING TO RATES Fixep.

10 Finally, the Committee have \nored completely the points dealt
with in paras 34, 35, 36, 37,97, 99, 100, 101, 102 and 121 (d). These are
st important and should be fully considered.

11. 1 should be glad 1f you would discuss this letter with me before
re-assernbling vour Committee.

G. D. RHODES,
Acting General Manager.
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_ Kenya and Uganda Railways and - Harbours.
CHIEF ACCOUNTANT'S OFFICE,
No. GAP. 430.
‘4

NAIROBI, 30th November; 1929.

KENYA COLONY.

3

THE HON. AG. GENERAL MANAGER,
Kenya and Uganda Raslways.and Harbosgs,
NAIROBL

Re: DEPRECIATION AND RENEWALS FUND:
Ref. Your E.F. 891, dated 15-10-29. ”

-

We were gratified to learn from your above quoted letter that you were
of opinion that & considerable amount of vesfal wf"’ _W:’en done in
connection with this matter. -

2. We also noted that you required us to further consider a number of
points, and also that sufficient study had not been given to several matters
of importance that have been fully discussed by the South African Rpilways.

LirE oF WASTING ASSETS.

3. In this connection we wish to refer specially to your direction that,
“* Where, however, the life shown by the Committee is less than experience
seems to show to be necessary in other countries, and especially in a country
under very similar conditions, such a8 South Africa, it 18 essential thal the
Committee should support their view by quoting facts and figures. "’

After detailed consideration, we are not of opinion»tlliat the conditions 11
Qouth Africa are very similar to the conditions prevalling in Keoys and
Uganda.

South Africa is a sub-tropical country, and practicslly the whole of their
railway labour is European.

Kenya and Uganda are tropical countries, and a very large proportion
of the Railway labour here is Indian or African.

In our opinion these factors of climate and labour must reflect to s
extent on the life of some wasting assets. We suggest that a better companson
of the life of wasting assets could be made with the Nigerian HKallways

The question of the life of wasting assets is dealt with later in detas
where we make comparisons both with Nigeria and South Africa

PERMANENT WaY.

4. All items—rails, steel sleepers, ballast, crossings, wooden sleepers-
in connection with permanent way had been congidered by us and duly taken
into account in arriving at our recomtnendation of 8 per cent. Please see
our remarks under * Percentage of Wasting Assets ' for further details,

Buary Ireus.

5. The items referred to by you were included, as it was laid down by
the late 8ir C. L. N. Pelling, when settling the basis of the Renewals Fund,
that they should be taken into account. However, we agree that certain of
the items should disappear and have: deleted Road Crossings, Gradient Posts
and Stafion and Office Furniture. The other itemsp we consider should
remain, and in this connection we would invite attention to the paragraph

of this report—No. 13—dealing withthe question of the life of wasting assets
in detail.
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AssETs SCRAPPED AND NOT REPLACED.
6. The amount involved in our recommendation was £170,190, which
you have sccepted to the extent of £125,000, made up as follows . —

Engioes S . s
Coaching Vehicles .o e 25000
Goods Vehicles N . o 50,000

£125,000

The balance outstanding, £45,190, is made up as follows :—
£
20,000
6,000
Eaginecnog Plant . 5,000
Fernes and Jetties 1,500
Workshop Machinery 10,000
Eaghten, Boats, ek 3,500

Buoys and Beacoss 190

£45,190

% previous recommendations, we suggest for
of the Capital Aeccount as
febit b w follows -
£
35,190
10,000

£45,1%0

. st appru { what the book value of these assets
ewals Fund whilst the balance of £35,190 can be

Jduve been debited to Net Revenue

eed e had the procedure now in force,
Fapenditare on New Works,'" para. 1,

1 these assets actually
terment would have been

en 1n force wi
n that Be

» \ v oy SiNgiNe FunDs
4 wrguinents referred to by you,
aking ,ons, and we have again reviewed
clad
qepn 1 Le allow o sll wasting assets, whether the
jod lor under expe ¢ of & non-interest bearing nature

bearing cepital should not release the Administration
the medium of depreciation

& beanng ustore. Swnking funds are Lo redeemn interest bearing

Leresd

spheep of their asscls through

midtee oan soe no full force or reason wn any of the arguments
¢ been produced in this connection

suptrs ros RECOVERED MATERIAL
« Al presen! sny oredils are credited to the Renewsl Fund. We are
s the corvect procedure, and recommend that it should

4 opteson \hat th
e bomtinoed

We do not pecomend shet sny reduction on acovunt of depreciation
shodld be made on this account antil such time as credits for recovered
josterisl pepmesent an sppresiable ks to the R ls Fund. At
the present time they only smoupt o sous £9,000 per annum or 1 per cent
of the annual contribution, based st @ per cont.

ten years, 193110 1940, ‘Railw,
to 'make it clear that the figure:

old enginering abd scooi

information at our, disposal. No,
Marine . Agsets; owing to our remarks in our
‘4 A, Marine " we are of opinion that if our ‘sngge!
there. will be ample funds for any expenditure that ds’
required under this head. "« - /
’ s EXPENDITURE AGAINST

10. There is not” the slightest mmittes
any agreement on, this point.” The ‘toby you' Y
fully considered by all'ef us, and after again reviewing them ‘in detail; the

ntuatm_ggeni L : 5
- 0. PERGENTAGE OF BRVENUE. t

117 “As.far as the South African Railways sre concerned, the figure of 2
6 per cent is r ded. Had the depreciation as far as these railways -
were concerned been fixéd at'8'per cent. of wasting assets, it would have
meant & minimum percentage. of revenue of nearly 13 per. cenf, whilst a8
it is on the reduced contribution for-1980, based at 9% per cent of wasting
assets, the figure amounts to over 10 fer cent.

After full - congideration: we do mnot recommend that any minimum- )
percentage of revenue should be laid down as & minimum contribution to the e
Renewals Fund. 3 i e 2 A

Broadly speaking, excessive wear and tear chiefly appliés wlling stock,
which is adequately provided for in our recommendations.,

Furn CONTRIBUTIONS ACCORDING TO THE Rarrs FIXED, .

12. We note your remarks to the effect that the/ Committee, have
completely ignored this question, but weuld point ont thntw o dix
in your letter of the 3rd August, either spegific or general. Af
consideration we do not r d that any reduction be made. i W

Whilst fully’ appreciating what is cont ined in part 84,785, 86,
37, 97, 99, 100,£101; 102 and 121 of the Bouth African-Beport, the faght.
remains that the Renewals' Pund, 8o far as this Administration is con e
was brought into operation many years late, and this factor alone, apart...
from any other considerations, has'determined 8 in our opinion. .

From calculations that have been made, it has been approximated that .
had the fund been in existence during the period of yedrs:the profitaiof she
Railways were handed over o Government, the balance.of the fund would
have been increased by some £2,000,000,

CompariSON oF Live o WASTING Assers (RAILWAYS).

13. We now make, item by item, as far ag possible, comparison with
Nigeria and. South Africa. 3 p T
(A) MAJOR BRIDGES,

e O

Kenya.

75 years

Our conclusions are arpv
Conts o

SR e 100“;«:!

v

Mtoalmerk’ i e hied p e 50" years.
Takerhalf of each, allowing for viadusts.i... : 75, years. —. -

In arriving at thé lives of goncrete, magonry and steelwork, consideration
1V t: of st

=

has been given to the P g lwork in our main line

bg'ag'mg‘.'duehokheKikuyumde"“ Thpuah,“',theﬁfe »
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AssETs SCRAPPED AND NOT REPLACED. %
6. The smount involved in our recommendation Was £170,190, which
you have accepted to the extent of £125,000, made up as follows :—

£
Engines s . . e 50,000
Coaching Vehicls ' .. . B0
Goods Vehiches ; o5 .. 50,000
£125,000
e

The balance outstan £45,190, is made wp as follows :—

£
Buildings 20,000
Water Supphes 5,000
Enginecnng Plast . 5,000
Fernes and jetties 1,500
Workshop Machsnery 10,000
Eaghters, Boats, e 3,500
Buoys and Bescons 190
445,190
As an eleruatite L pr re mendations, we suggest for
mmdershon hat e e o { the Capital Account as
o A bt ~ Tullows
‘
setre 36,190
X . 10,000
445,190

e
i 3 W the book value of these assets

balance of £35,190 can be
v febited to Net Revetiug

Aces . . . procedure now in” foree,

b o, L e re ot New Works,”" pars. 7,

! liese assets actually

sased o8 that } ment would have been
xxinG FUwps

ts referred to by yom,

(e s s we have again reviewed

wasting assets, whether the
nievest bearing nature
edoern interest bearing

o \ aring csprial ¢ release the Administration

t 1A { their assots hr b the medium of depreciation
fusds

= , full force or reasom n sny of the arguments

- s *: obeclion
KEDITS / Racovesend MaTrria
- ¢ resest suy credis sre crediled W the Henewal Fund. Weare
4 oftion sl o 1a the ocorrect provedure and recommend that it should

be botlznued

We do ngl Teooli o ihat sny reduclon on acoSunt of depreciation
4 his account, until soch tume A8 eredits for recovered

should ! 2

ater , apprecishie contnbution to the Renewals Fund, At
the |t only amoupt W ecung £2 000 per snnum or 1 per cent
of the s Json, based b 2 per cend,

17
CREDITS TO RENBWALS Ovnnun——Ovmmm Exvx B &
; EXPENDITURE’ DURING - THE NEXT BT L S (7

9. We have prepared tables dealing with'the expenditure. for: the, next
ten ‘years; 1931 to 1940, Railways, Harbours and Motor Services, 'We: wish
to ‘make it clear that the figures’are not ‘' Audited Iﬂ@gesbaqnoa of many
old engineering and mu?tmg Tel ; 2 itk iporme cases

u'(l!'db. it-has”

to use. approxiste figures, ‘Bﬂﬁpﬁ dre satisfied ghat % 'ﬂﬂ a8-niear eorrect : X e
a8 it'is hunranly possible for them to be, besriﬂ&”“h\'mggx the' incomplete- Caorl

information at our - disposal. No statement has been prepared as ragards g
Marine -Absets; owing to our: Temarks in our previoua repor mnder. . .
4K, Marine2" we are of opinion that.if our ‘sug'g‘ql_tipw are adopted,

there. will be ample funds for any expenditure that. {'ever likely to be

requiréd under- this head. 5 i

; > 5 EXPENDITURE AGAINST .

4 g P

10, There is not the: slightest possibility-of the Commitiee reaching . .
any agreement on this point. The paragrapiws‘referred to'by you had been %
fully considered by all of us, and  after again reviewing them in detail, the
41 4 = 1¢, " > .

: i a4
MMM, PERGENTAGE OFF ENOE,

11. As far as the Soutl Airican'l?.n.ilwﬁf'l are concerned, the figure of
6 per cent is recommended. “Had the depreciation as far as these railways
were concerned been fixed at 8 per cent. of wasting assets, it would have
meant a minimum percentage of revenue of nearly 13 per. cent, whilst as
it is on the reduced contribution for:1930, based at 2} per cent of wasting
asgets, the figure amounts to over 10 per cent.

After full consideration:;we do not recommend that any minimum

percentage of revenue should be laid down as & minimum contribution to the
Renewals Fund. =

Broadly speaking, excessive wear and tear chiefly applies to rolling stock,
which is adequately provided for in our recommendations.

Fur, CONTRIBUTIONS ACCORDING TO THE RaTE8 FIXED.

12. We note your remarks to the effect that ‘the Commitiee have
completely ignored this question, but would point out that there is no direction
in your letter of the 3rd August, eithier specific or general. After full
consideration we do not recommend -that any reduction be made.

Whilst fully appreciating what is contained in paragraphs 34, 85, 36,
37, 97, 99, 100, 101, 102%and 131 of the South Afrifian Report, the fagt
remains that the Renewals Fund; so far as this Administration 1§ concerned, .
was brought into operation many years late, and this factor alone, apart

from any other considerations, has determined us in our opinion. .

From calculations that have been made, it has been approximated that
had the fund been in existence during the period of years the profits of the
Railways were handed over to Governiment, the balance of the fund would
have been increased by some £2,000,000,

CompARISON OF LiFe oF WASTING ASSETS (RAILWAYS).

13. We now make, item by item, as far as possible, comparison with
Nigeria and, South Africa. ¥
(A) MAJOR /BRIDGES.

Kenya , South Africa,
T 0w . v
Our conclusions ‘;’tg'uﬁved:,*, follows t+— R y
" Corierete and masonfy . l00yesrs. /
3 Bteelwork L PR G 50"§efm.
Take half of each, allowing for. viaduste .. {78 years. - -
In aeriving at the lives of p t , and stealwork iderati

has been given to the excessive percentage of steelwork in our main line
bridging, due to the Kikuyu and Maugyisducts. Though putting the life
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at 75 years,
mind, which would necessitate %
(B) MINOR III‘DGES. -
Kenya. Nigeria. South Africa.
100 years Oyears .. SOymn
Concrete and Masonry : 100 years.
The life of minor hubo-lphoednmyclﬂ.“'bﬂu
M“bbﬁdwmxmbndgummmm
structures. ) X
(C) FENCING
Not shown byliwusouthumu As fencing is likely to be &
fairly large ftem in future, vomdenrmndwuldmnhm the statement
J;GW.‘. Assots for Depreciation .
¢ Mad\ﬂyunnbu«!onchnplm'\lhw timber poles, s e :
M.ﬂhmwhnm}’emwmmuﬂ and which rds or _4ihehloo¢|msungmabmy_
'muwMyhbhwnumddwhyﬁn-ndgm ; -~ .Iuﬂwplhthnboencummuyhmm
TELEGRAPHS ; revenue, but at the present time several large
Kemye Ngos Sowth Africa 0 e ‘ of crossings, wlnch will be a mtnnl
|s§ youis 20 years 30 years ", 3 .
o thus ease we were largely sided by the opemon of the experts of the 2 QND OFF_XCES—TEMPORA.RY.
atal and Teiegraph Department 2 Nigeria. South Africa.
.. scoount that large numbers of timber 7 ... years .. 2Byears
+ cnparstively early date, snd also that The comperisons are 8o close. that no remarks are necessary.
st conmdersble altersiion to the present (H) STATIONS AND_ 0 FFICES—PERMANENT

Kenya. Nigeria. South Africa.
. telegraph system on the Railway are 100years .. 66} years .. 80years

i sre aiready showing signs of decay Our el \
‘ : recommendations under this head follow previons items, where tlis
ekl veaEE e e iedes als are very lisble to damage by estimated life of concrete and P

masonry.is g’lven as 100 years.  For example,
we see no reason why the Headquarters Offices should not last 100 ye#rs:

b TABLETS
— K s Ao () WORKSHOPS AND STORES.
8Y e & years 10 years Kenya. Nigeria.
Ouz remarks re enws of Potal end Telegraph experts apply to this In this case Lha“‘So’:t: = N“M:e o'f’ life shiaite
e The life of these buildings has been placed between mm 8 g
We sre of opunson thal (s leif should resusin in the statement of building and that o ik % one, as they 53 i ] l "
Wasting Assets for Depre aix o with galvanised iron mdl"lnd sides. g { -
When & scten of e s braneh line 1 opened, the whole
the cont of e metalistion « taricd W ( qlu. ~aid each instrument would J‘G) Sl'm Mm%-mﬂqtm %
becomne Gue for remewsl abuut e same date therefore the installafion and -vn-  Nigeria. ww
ot the individusl instfument o .ot be considered, w0 we do not recommend Zyeam .. HDyears . .. zm
that they shopld be renewed ! lie venue The comparisons are # close that no remarks are necessary.
Y bt e MANENT WAY (K) STAFF QUARTERS—PERMANENT. .
Konps Vigerea Sonth Afrus e 3
mya. Nigeria, Soutk Africa.
¢ yme e 0 e 100years .. 66§ years .. 80years
| rar recompendation of 33§ years is amved st as follows :— Please see remarks under (ED). b -
| Lfe, | Porvemtege | Permings ‘ (L) STATION mgmmw
Rasls, e Years of weal | o ‘ Parcentage 4 m
L. P | depreciation )
T T | = T e e f
aite . | = »n | 2 | Mo ini s maximum ' lif uld be
eel Sieegers » “-w | 34 | 6108 um life 00 uﬁmud. sﬁer
Balisst = ?g \ a | :l:x allowing for all local conditi ﬂ\m Y
! | 2 2
Lo 2 = . ‘. " nwﬂibenoudmthuMpmmuwmme!Nm
S - D ;
| R R 4
2050 : yean
Combinal precestage - o * Allowsfor one new boller. ¢sap.-m¢s.n.m




Postal and

jriee will bave

(C) FENCING.

Not shiown by Nigeria or Bou
in

Kemys
155 yoass

In this tase Wwe were largely yu
Telegraph Department

W lake

Tt was [ex cssary alse

replaced

the (ootrol Dy sl 5y

a

welallatsnt
Approsiuately &
wrne of: Linbet

Our remarks 7°

et

We ore of opns ’
Wasting Aseets for Ireper ot
Whea s soctson of
the cost of Uk sestaiistisos
bocune due for remewsl o
not the indsvidusl mebre

future, we conside!

th Africa.

As fencing is likely to be s

¢ that it should remain in the stelement

TELEGRAPHS

at

el they shopld Be rencwed '

Komps

1Dy yean

nir recomumendsison of

Rals o Yeurs

Ko %0
rert Siorpers »
Duliast s
—— 10

| tasboet Slhawgeers 24

Nigersa
2 years

L BOOORE
iparsuively early dste, snd slso that
derable alterstion to the present

N

OuT

e lebogt

are

South Africe.
30 years

jed by the opemon of the experts of the

1t that large numbers of timber

spts system oo the Railway are
siready showing signs of decay

. sl sre very lisble to damage by

South Afrea

O years

[ eiegraph experte spply 0 Hiis

recusin @ the statement of

. brasech line s apened, the whele of
Capital aind each instroment would

it dake

therebore the nstallation and

onsidered, w0 we o Dot recommend

- venue

T WAY

Comtaned precestage

Equals 280

vrived st we follows —

Sonth Afrivs
X years

i

.”V».ru. | Parventage
—t P e \
»n 2 | nX
“ w0 3 | elae
.60 2 | o
L% W0 | s
s 8 | 8.
[ ’V |l 05
2050
o
say 3 per oont,

than 80 years. RN y
As regards ¢ . the life of & crossing in a busy:station is certainly

not more than ten yea ’~vaitbppnnithubeencutommhmm

crossings y from revenue, but at the present timie several large .

station plet ) of crossings, which will be a natufal KRS

(G) STATIONS AND OFFICESL TEMPOURRE. >
‘Kmye.  Nigeria.  Sulth Africa.
e Byears .. 20years 25 years
The ocomparisons sre so close that no remarks are necessary-
(H) STATIONS AND,_ OFFICES—PERMANENT.

= . Kenya. Nigeria. South Africa.
100 years 66§ years 80 years

) Our recommendations under this head follow previous items, where the
estimated life of concrete and masonry is given as 100 years. For example
we see no reason why the Headquarters Offices should not last 100 years.

(I) WORKSHOPS AND STORES.
Kenya. " Nigeria. South Africa.
’ 66} years Not shown 66§ years
Ig:thiscant.hnﬂoﬁhm.utimmoflife and ours are the same. -
The life of these buildings has been placed between the life of a temporary
building and that of & pefmanent one, ss they are mainly steel structures
with galvanised iron roofs snd sides. " !
()] s&»\mqm'rns-—ﬁmonﬁn\'; “

Kowge. - Nigeria. - Sowth Africa: " ¥
Byears ... 0years 25 years .

The comparisons are so close that no remarks are necessary.
(K) STAFF QUARTERS—PERMANENT.
Kenya. Nigeria. South Africa.
100 years 66} years 80years
Please see remarks under (H),
(L) STATION MACHINERY.
Kenya. Nl‘\"i&[ { Sowth Africa.
z'}‘m me o (’”y-“ v Do @il
In our opinion this is the maximum life that could be estimated, sfter
allowing for sll local conditions, “ W P i
¢ will be noted in this case our life 8 Mmeﬁﬁmb’ﬂw :

(M) LOCOMOTIVES.
* Dyears .. 25 yeans .. +8 L

# Allows for one new boiler, + Sdpnpm&s.h.lth



Owuﬁmmdﬁ)ym,ﬁhh'umdly%yum allowing for one new
boiler at the end of 15 years, is arrived at as follows :—

Assuming that sn engive is purchased complete for £5,000: of this
ane-fifth (= £1,000) is to be regarded as the cost of the original boiler,

and cost of replacement.

Pc.reentage.
Therefore depreciate £4,000 for 25 years at 4 per cent = 18
Also depreciste £2,000 for 15 years at 6 2/3rds per cent = 13.33
20.33
‘ of 29.38 490 pe ent
Or spplying this basis of calculabior any giv
Engine 234
Boilers 1562 )
14 6
14 6
= i [er ent
3
¢ . it wilnesses, officials of the
,' - r way suggested that our
r of ut Adu cstration with
are proposing
Lhe YAMNOUS CIMERES
- - d inastralion
f 34 not new when
g 1904
»oow § 1904 Dot Dew
1t o en off 1904 ot
fly &3 b eived % and 16 recerved
K
4 re s o es as follows
]
2
3 -
4 .‘ . »
5 . A Bl an books, bt should
" bave bogn witien off
11 1wt be taken into accouns thet for yesrs wmsny of these sugines,
o the small trafhe did listle or wo work thay many were i
. that seversl of these engines underwent very heavy repalrs and
renowals, practically ameunting rebuilding them, wuecovomic & they

were

Aa a direot remult’of tha. non-exigtence of rapewals f
availability of new ‘capitals Htieconomic repairs \were’ done
revenue working expenses. N S T

() -n;l;,gm Jocombtives, ¥ Class, 21'received i

W
\

Our records show thb lite'of these engh;e‘s.si
M . Yeats
- 3L e iy

~

—nln Gy D

Our remarks under-B Class engines equally apply.

(g) Eighteen Mallet, engines, 2 received in 1913 and 16 ;{;;gg;g R

Written off hooks before attaining 20 yem'&'{o. _ Thieré are, how-
eircumstances as regards-fhese’ “engines that you
= aware of. )

[

"‘It will be remembered in taking into account the foregoing life of
engines, that the *‘ pooling ™" system was not in force in their time.

The evidence we have received points to the fact that -the life of .»
poolnd " engine will be five years shorter than that of a ** non-| ed ”’
engine, but that its milesge during its life will be gréiiter than that of a
* non-pooled "' one, in spite of the longer life.

. (N) CARRIAGES AND WAGONS.
¢, Kenya, R, South Africa.
v‘;‘!‘yun .. 25years .. 33} years
The differences in life are small and do not call for any special comment.

e
(0) ENGINEERING PLANT.

Kenya, Nigeria. South Africa.
6f years .. 15 years .. 20years
Presumably the plant referred to as Engineering Plant on the other
railways refers mainly to ** Workshop Plant.” i
On this system it has been the policy to concentrate_such plant in the
Chief Mecharteal Finginger's ‘Workshops, consequently by far “the greater
portion of these iteris refers to Engineering Construction Plant, such as
concrete mixers, stone -crushers and, transport plant, such as motor lorries
aud trollies ; this style of plant deteriorates rapidly and our lives are based on
actusl experience. 1f at any future dute';h‘?ﬂby%ok;nges and workshopa are
added to the Engineering Dapctmenb s fignyp- will have to Do revised.
® gl R
Kanya. Migeriaes
1§years .. 15years T, 20 years
No special comment necessary, but the wealk policy of retaining obsolete
machinery should be borne in mind. "
| (Q) STORES PLANT.
Kenya, Nigeria. South Africa.
Byen . ASyeas

¢ v Wyeary P
ase, ol | ¢ gives alonger life than both Nigugﬂm‘b
‘ iinery hes

¥

Afriea, ¢ fo be revised later, when more varied ma
1o be this Dopartudnt . . ¢ :
s " (R) JETTIES AND FERRIES, '« - 0 § 5
Keys .. Byan ; ‘ vt Vg
¥ b i “
¥,




Onruﬁmmdﬁ)yun.-ﬁdimﬂyﬁymdbﬁngbtoum
boileér at the end of 15 ynn.huﬁ!dnn!olhﬂ:—

i ine 4 for £5,000: of this
Assuming that an engine is purehased complete .00 !
one-fifth (= £1,000) is © be regarded as the cost of the original boiler,

and cost of replacement.

P:rcentage.
Therefore depreciate £4,000 for 25 years st 4 per cent = 16
Also depreciste £2,000 for 15 years at 6 2/3rds per cent = 18.33
20.33
dof 3 = 4.90 (say) 5 per cent
Or spplying this basis of calculation 1o 8ny ci ald give
Engine 2x4 8
Boilers 1162 66
14 68
14 6F
<r ent

" w L
" stralaon W
)
£ 1904 >
) f 1004 ool Dew
v - £ 1904 opot
v # seceived
1 b
o 1K
y o 3o lollows
2
P

Lave begs wotsen off

that for years msny of thess stgines,

traf ttle or no work, thet many were

gnes underwent very hesvy tepales and
P silding thetl, uneconowmic &8 they

Sl on Books, byt shoudd

ot the. ton-ssistence of ‘renewaly fand; a6d Tack of

As a direct result’of the ’
availability of new ‘capitals tiiéconomic repairs \were: done and charged to
revenue. working expenses,. AR I N

n 'Iiilggﬁur locomotives, F Class; 91'received 11808, 18 received in

W

Our records show' the lie of these engines as follows :—
Yo N Years
) i T 17
iy o 18
P 22 2 21 ;
} ; 22 1 Gyt
o S “ = 24 53

-l G R N
'

2 b Sy
Still on books, but should
hne/bgqnw

Our remarks under-B Class engines equally apply. A'\,',,
(g) Eighteen Mallet, engines, 2 received in 1913 and 16’ in40347 =
Written off books before attaining 20 years’ life.” There are, bow-
ever, special circumstances as reghuis W that' yon

are aware of. od

It will be remembered in taking into account the foregoing life of
engines, that the *‘ pooling ~ system was not in force in their time.

The evidence we have received points to the fact that the life of .a
““pooled " engine will be five years shorter than that of a ** non-pooled "’
engine, but that its mileage during its life will be greater than that of a
** non-pooled "' one, in spite of the longer life.

) (N) CARRIAGES AND WAGONS.
nys. Nigeria. South Africa.
<% 25years .. 33} years
The differendes in life are small and do not call for any special comment.
(0) ENGINEERING PLANT.
Kenya, Nigeria. South Africa.
6§ years .. 15 years .. 20years

Presumably the plant referred to as Engineering Plaut on the other
railways refers mainly to ** Workshop Plant.” 4

On this system it has been the. palicy to concentrate such plant in the
Chief Mechanical Engineer's* Workshop tly Wy far the greater

q

£

portion of these items refers to Engineering Construction Plant, such as
conorete mixers, stone crushers and transport plant, such as motor lorries
and trollies ; this style of plant deteriorates rapidly and our lives are based on
actual experience. If at any future date theﬁiaglhy:anes and workshops are

added to the Engineering Depcﬂmeng’ his will have to be revised.
() LOCOMOZA
Kenya.
16 years 3
No special comment necessary, but the weak policy of retaining obsolete
machinery should be borne in mind. i
. (Q) STORES PLANT.
Renya. Nigeria. - South Africa. ”
y By . {Syears: .. 20years # P
In this ease, inte gives a longer life than both Nigeria and;Bouth
Afriea, ."ﬂ ‘fo ba revised later, when mare varied machh ‘has
1o be used by this Depsrtuabnt., - Sy T A i
3 " (R) JETTIES AND FERRIES.
Kaqﬁ . 25 years

e

=




Nncwyuimmbemndnin i
available from the Nigeri and South African Reports.
Wamolopininltb‘tlnw' li!eil'%ym,owingwthphqnm
&hehﬂkd““mﬁmbﬂ',n.ndthnl.he-b-enceol-fnndinthe
past has mitigated sgainst thorough renewals when due
Livk or WasTING AsseTs (HARBOURS).
14. We do pot oousider it necessary to go into this in any detail, as

whatevet %is desided in the case of railways must be necessarily f ,
hirbours, and af“regards essentislly~deep-

assets, we have followed the advice of the Resident Engineer who was in
charge of construction
Lars or WASTING ASSETS, MoTOR SERVICES
Keonya . 5 years Nigeria 8 years
15. Having regard to our gxpenence n compection with the motor
service on the Masindi‘Butisba Road, we sre not prepared to estimate 8 longer
life than find yoars.

Lars o8 WasTING ASSETS MARINE
ttention to our recommendations

16. In this commection Wwe invite
vide pars. (4) A. of our letter of 27-9-29

GGENERAL
17 Your silentbon ollowing statements which
sccompany this report
A" Revised From whuc! will be seen that if oar proposals are
adopied the railway rates work W et e
K H M
Rasinays Hardowr Mosor Serv
i
‘ 2
y 3
4 4
‘
‘4

ef Mechanical Eangineer) baving

wing W M1 Andrews (AcL
¢ ham to sign this Beport

i\ on legve, 11 8 DOt possbic t

sitended all the mestings of the

thetor prceeded oo les
apd we can sasur e was entirely in scoord with what
ave now selaniited
We have he hosouws o be
Ser
Your obediont servanis
H E GOODSHIP
Chaef Accountant, Chairmen
A B HAMP,
Aoting Chinf Engineer, Member
¢ H BLOOMFIELD,

Seorelary

STATIONS AND BUILDINGS—
Snﬁ_l:_nl and Offices :
‘emporary 107,444 . A
Permanent M9,375 100 1 &m
Workshops and Stores 257,765 oy Sk 3,866
Staff Quarters : P
Temporary /. 242,813 2 4 9,113
Permavent .. w o 10 1 ;
Station Machinery .. 23 4 3
ROLLING STOCK~
" 1,433,231 2 5 71,662
and Wi !
S Gabicien - 54 - i o
PLAND— o
Engineering 44,994 6% 15
Locomotive 181,384 15 64
Stores. . 2,135 %
Jetties and Ferries .. = 00992 % 4
Total .. | 11,008,406
¢ Magadi Rallway N.“O *
Grand Total .. | 11ACT2%61 R
Ak
* MAGADI RAILWAY—
Major Bridges
Minor Bridges
* Permanent Way
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! i L RL L. v 8
1 o o ar = RENEWALS OF PERMANENT WAY. B " 1. /REIIWAYS.
4 o) _ RAI
' POSITION AND OPERATION OF FUND PRIOR TO 1931— g 2 RL 4
Renewals due to end of 1930 .. e G . . w" STATEMENT SM'II“"IOIIWAI-CO::::
\‘ Estimated renewals effected to end of 1990 .. Y A acatnas, 1908, A0 or YEARS
| i Estimated Contributions to end of 193¢ e ’ e SERYICE AND YEAR IN WHICH RENEWAL 18
“p v stoel sl Dn,y,b‘.gmmnewahﬂncdmlmﬂﬁ- HOT08 ox A BASI OF 25 YEARS LivE.
s = Note—The Renewals due were on account of jeepers rememal of ris, waused by relaying. These
accpunt,of sleepers and £2A7.011mup§ndfd on premature g 2 T LN
released vails wil still have twenty years' life in Branch Lines. “: md Lo ;—-ﬂyu " m 1 Onc:‘nl .
5 = | | Proposed
| Total ‘ Annual | Estimated Condition I g
¢ N { Contri- of Fund
against “;‘m,
Dat Ist 2nd | ‘manent | butions to -] 1929
{ ducfor | . ‘Rails | Rencwal | Reoewl | Bl | Cros. | Timber |G | Renewal | —— b - 198+
3 Renewal |/ Sleepers | Sleepers sings | SIeePer| @ eted Ex | Funds | ) 1931 24
d | [ [penditure | at3% | Credn Debit 2| 12 | n.::
18 |
| ! | I B — | 7 | ame
7
. L f ‘ { y; 1 1 8412
7 Z - £ L4 £ £ s | e am
(No renewals due before 1928) (Renewed out of R Gt \\ 156
0 [ l Revenue prior 1o 1991) } ‘i. k.- S5 148 | -
152,399 | - 8| 1946 4,751
144,4951 =457,444 ; | 17881 | 7 1947 673
160,550 /| : 1 6 1948 694
{ ] 98,638 | 15634 | =
123,500 98,635 | 4?9 0 £107,444
121,030 98,635 | AOAT4 L5058
83,980 98,635 e B
9,635 . * Overdue at 31-12-1930 (78,928
‘ 5% * Overdue at 31-12-1900, £3.162 ot L":;,"):- 17 to 1900 L«,on
98638 kb
96,636 o » £34,855
98,635 e
98,635 i
98 635
635 |
p % 635 |
2,745 = |
oo 9B 635 i
L.25 9,636 | A -
%638 — - ———
178,265 p |
o4 | 154084 1 v i
1 154,084 | g {
4 1949 J 116,830 | e
3 1950 ¢ 128,700 \ gt {
1951 | « 99, 90638 ;‘ RL S
# xggaz 9;% | S \ e RL A SraTewm Swowinc THE OmGINAL Cost OF
'954 62 | 16’055 . WA STamoNsaxg, Ormcss (PERMANENT) AS AT
A ! =+ . | iias poyrd STATEMEFY SHOwinG THE ORGixaL Cose or ET™ | \92% awp NU oF Years
:356 | 211570 | | s Tree TABLETS AS AT 3isv Ducssnsa, 1938, I SERWICE AxD YEAR N WHICH RENEWAL 15
el i 90,496 Ann NUMBER OF YRARS i% SERVICE AND YEAX Dus o & Basis or 100 YEARS ‘LugE.
1568 et | 251940 8438 s o2 i Wamcn Raxewad 18 Don o 4 Bass o Y —— onlioe a6 %
1959 | 144,495 :w& 111402 ) Viaw' Lwn. No of years | Veas i which |
190 | 160,560 #.03 181,987 . S wrvks | Resewslisdue |
191 | 123,500 %408 aaaa Mo damiet® Yoo B which | Ovigioal o ol B ol
% e i mR w ezt | ow s
1963 | 66330 | 3,90 | a1 3,99 e  hermtaialils . il I
1964 | 34650 . 1| L 4 ~ ‘ o . F "
1565 | l A Saae é { " 14 809
1966 | 146,850 | A 0 Oyerdue st | | w o 5947
1967 ‘ A% | 10 Y] 3-A2-198 ar it g: 3,944
1968 | | W | s i 31- 13-4 e | 2 o7 919
1969 | ‘ Was | 642 | 8 192 i ‘ed® . s \ 623
1920 ! | s | R | S i 19 au
1971 | | [ [-eaes | 2eG | { b | 8 2021 210
1972 | | . WA | INMT | w o 190 Loz | 1 02 T4l
1973 2,760 62,745 | B0 | wes | T . ¥ J P i M D 3896
1974 12870 | ez BHP | WA | TR 3 \ 5572 5 2024
1975 1 92,070 4 %72 | WA | BLWI H - . f— m
1976 79310 179265 | . 640 | 98,435 ¢ s v E) ! 3 l 2006 76,980
1977 155610 <7018 | w3 x | { 2 | w027
1978 256, | 61643 | | e . ‘ : ﬂ
S B RN ! - - | i g 57,244
a £0,50 s
. ‘, : — ==
* Overdue of 31-12-1900, {5,588
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1 oF 7664 'YEARS' LIFE.

5000 RATLWAYS.
: SRR 6. )
SpiowiNg. THE ORIGINAL COST OF
AND STORES As AT 31T DECEMBER,

'EARS IN SERVICE AND
WHICH RENEWAL 15 DUE ON 4 Basis

ON A Basis oF 100 YEARs' LiFE.

No;‘ of years | . Year in which Original No. of years | Year in which Original
'fi'[vﬁ!'yize Renewal is due Cost in service | Renewal is due Cont

L 4 10549

% 2 82,072 17 2012 549

20 % }77977 11 16 2013 27,446

Pl | w8 B A

. ORY 14 | 962
o 1982 80 e a3 T2 [

R.1

8

7

6
5 1992 19,237
4 1993 9,444
3 1994 20,142
2 1995 23,565
1 1996 34,364
- 1997 31,065
£257,765

STATEMENT SHOWING THE ORIGINAL COST OF
STAFF QUARTERS (TEMPORARY) AS AT 3IsT
DECEMBER, 1928, AND NUMBER OF YEARS IN

SERVICE AND YEAR IN WHICH RENEWAL

DUE ON A Basis OF 25 YEARs' LIFE

in service

N

I
Year in which |
Renewal 1s due

0. of years Original

Cost

5 | 1929
24 | 1930 |
3| 1931 |
2 | 1932
21 1933 |
2 1934
19 1936 i
18 1936
17 1937
16 | 1938
15| 1939
14 1940
13 1941
8 | 1946
6 | 19&5
4 1950
£242813
*Overdue at 31-12 1950 ) 12716‘406 .
Less Expenditure oo 1930 54,644
‘ 161,562

STATEMENT SHOWING THE ORIGINAL COST UF
STATION MACHINERY AS AT JIsT DECEMBLK
1928, AND NUMBER OF YEARS IN SERVICE AN

YEAR IN WHICH RENEWAL 1§ DUE ON A Bas

oF 22§ YEARS' LiFe

No,of years | Year in which Onginal
in service Renewal is due Cost
4 L
7‘-}6\': at
b3 3=12-1928 131,081°
P 31-12-1928 6,274*
Z 312198 | 4,045%
P: 1929 45400
145912
z 1530 1,744%
X 1931 930
1& 1933 m
17 1904 10,268
16 1935 11,014
15 1936 5073
i 19087 259
13 194 3,148
12 1949 1.108
1 194C 564
10 1941 4419
9 1942 933
4 1945 5,73
7 1944 5430
¢ 1945 7911
5 1946 18,710
1948 | 55,840
< 1949 41,410
1 1950 70,542
1951 ! 12,977
P 4411561
*Overduc at 31-12-1930 .. {147,686
Less Expenditure up to 1930 20,078
L1
—

R.L 8

STATEMENT SHOWING THE ORIGINAL COST OF
STAFF QUARTERS (PERMANENT) As AT SIST

m' AND NUMBER OF YEARS IN
snmuni%l'u WHICH RENEWAL 15 DUE

in service.
% by ¢
Yeat in b
I-x@
. 2

: —nu-uoﬂf‘ L

Brnr wal o duc

n eervice
wrnbeer o
- service
Yowe n whoch

<

Number of Coachis

200 X
29 | Fad
36 »
) 2
‘| 18
104 1%
8l raT
162 | o=
13
7 12

1106 | Average age
12 years )
Average cost {386

« Overdue at 31-12-1930 . (91,514

RL 12
STATEMENT SHOWING THE Omecinar Cost oF

4 1}
i N B vmEnp— !‘ Pravy (ENGINELRING AS Andisr Ducguser,
——t " Qe T, A Numass oF YEARS. | . AND
! | .‘, | ymas x Wiicw Rexawal 1 Dux ox A Basis
* | ® | or 8§ Yuans L
o » e G0Nt N
» | » { 34905
r IR | b ] 07
3 | n | A0
s | n kR
s| = e |
8| 9 . i
3| 18 N |
s | 17 ase | 11 33-12-198 |
" 1w e | 13 343198 |
2 " 130 &1 12 3121928
5 13 100 |
s 12 AL | y
0 11 571 5 ) ‘
‘a8 7 17,746 3 | ? !
* 6 14,604 2 | ¥
34 7 L
i by LM
é 3! I 199,059 | i ol
ot ER——— | z
£515,004 . 1121900 .. 438866
- Al .‘“ ‘ i z.u.ﬁm wpio 1900, 3167
it Average cost . L1317 | Y © 4389
4 e S v a1 31-13-1900 . (50,778 Py I o o
i

-




RAILWA : S
RL. 13, 4 ; RL.18.
STATEMENT SHOWING THE ORIGINAL COST OF ¥ 6 THE ORIGINAL COST Q
PLANT (LOCOMOTIVE) AS AT 31sT I R,
1928, AND NUMBER OF YEARS IN SERVICE AND
YEAR IN WHICH RENEWAL 1S DUE ON A Basis
OF 15 YEARS' LIFE.

No. of years Year in which Original
in service Renewal is due Cost

£

Overdue at
31-12-1928
31-12-1928
31-12-1928
1929

1930

SERRNRRNEY

leneeanda

URS.

STATEMENT SHOWING

* Overdue at 31-12-1930 X SHOWING FExpERs As AT dlsT
Less Expenditure up to 1930 ; = ::’:T‘ or Y‘A.l‘ +
) Yeans'

Less Expenditure up to 1930 11,014 |

No., of youss Year in which
mservice | Kenewal is Jus

it

-oﬂm{Q‘n 311241930 .. £26,743

15,729
\ £

N

13

v

' RL. 16
STATEMENT SHEWING THE ORIGINAL COST OF
MAJOR BRIDGES AS AT 3IST DECEMBER, 1928,
AND NUMBER OF YEARS IN SERVICE AND YEAR
RL. 14 IN WHICH RENEWAL Is DUE ON A Basis oF

75 YEARS' LIFE.
STATEMENT SHOWING THE ORIGINAL COST OF
PLANT (STORES) AS AT 31ST DECEMBER, 1928, | . | — s
AND NUMBER OF YEARS IN SERVICE AND YEAR No. of years | Yearin whch Original
IN WHICH RENEWAL 1S DUE ON A BASIS OF 25 in service. | Renewal is due. Cost.
YEARS' LIFE.

§E

CEEEEIBEN
{ »
3358

"

|
-
.

N'(L of years Year in which | Original
in service Renewal is due Cost

£
6,793%
7,705
4,768
630
47
192

=

CeneannBRRRNES

wusels

£20,135

Lo

* Overdue at 31-12-1930 .. £6,793




RL. 13

STATEMENT SHOWING THE ORIGINAL COST OF

PLANT (LOCOMOTIVE) AS AT 31ST DECEMBER,

1928, AND NUMBER OF YEARS IN SERVICE AND

YEAR IN WHICH RENEWAL 1s DUE ON A Basis
OF 15 YEARS' LIFE.

No. of years Year in which Original
in service Renewal is due Cost
£
Overdue at
2 31-12-1928 36,712%
17 31-12-1928 891+
16 31-12-1928 . 5,008*
15 1929 4,041%
3 46,682
14 1930 4,410%
13 1931 2,695
12 1932 - 94
7 1937 - 6,414
6 1938 M 7,684
5 1939 41,89
4 1940 1,859
3 1941 14,463
2 1942 26,340
1 1943 13,184
- 1944 15,663 7
6f 1948 3,262
= 5 1949
£181,384 4 1950 29,725
3 1951 50,
2 1952 21,866
* Overdue at 31-12-1930 £51,092 1 1953 6,274
Less Expenditure up to 1930 3,166 1954 1,777
£47,92 ~ £200992
*Overdye at 31-12-1930 .. £26,743
Less E%ﬂlluu up to 1930 11,014
\ £15,729
- —
¥
R L. 6.
STATEMENT SHEWING THE ORIGINAL COST OF
MAJOR BRIDGES AS AT 3IST DeCEMBER, 1928,
AND NUMBER OF YEARS IN SERVICE AND YEAR
R 14 IN WHICH RENEWAL Is DUE ON A Basis oF

STATEMENT SHOWING THE ORIGINAL COST OF

PLANT (STORES) AS AT 31ST DECEMBER, 1928,

AND NUMBER OF YEARS IN SERVICE AND YEAR

IN WHICH RENEWAL 1S DUE ON A BasIs OF 25
YEARS' LIFE.

No. of years Year in which Onginal
in service Renewal is due | Cost
|
| ;
£
2 1929 6,793%
15 1939 | 7,705
14 1940 4,768
13 ~1941 | 630
9 1945 | 47
3 1951 192
@
£20,135
* Overdue at 31-12-1930 .. £6,793

75 YEARS' LIFE.

ML

e ( Cost
sr Decusmss, 1938,

Nmovhnsummv

No. of years | Yearin whch Original
in service. Renewal is due. Cost.
£
2 1975 102,372
» 1976 102,37;
7 1977 102,3
2% 1978 1
5 1979 13:3} A
24 1930 249
2 . 1981 26,994
15 1989
5 1999 NS cl
4 2000
3 2001
2 2002. 102,327
1 2003 alx
€04 L9631
£810,123

A
b
.

B, >




.82,
HARBOURS."
$p L H.L. 5. B HL.8.
S1ATEMENT SHOWING THE ORIGINAL COST OF STATEMENT SHOWING THE ORIGINAL COST OF
ELECTRICAL INSTALLATION, CRANES AND TuUGS, LAUNCHES AND PONTOONS AS: AT 31ST
EQUIPMENT AS AT 31ST -DECEMBER; 1928, AND DECEMBER, 1928, AND NUMBER OF VYEARS IN
NUMBER OF YEARS IN SERVICE AND YEAR IN SERVICE AND YEAR IN WHICH RENEWAL 1S
WHICH RENEWAL Is DUE ON A Basis OF 20 DUE ON A BASIS OF 20 YEARS'.LIFE.
YEARS’ LIFE. =
1 *No. of years |  Year in which Original” *
No. of years Year in which Original ".in service Renewal is due Cost <
1 service Renewal is due Cost
L
' ~ £
16 . 1933 1,193 16 1933 1,347
15 1934 1 L 8 1941 285
14 1935 y 3 1946 18,735
3 1946 33182 2 1947 1,235
2 1947 to0 31,865 1 1948 2,197
1 1948 11,508 s 1949 29,242
i 1949 638
£82,756 £53,041
H.L. 9.
STATEMENT SHOWING THE ORIGINAL COST OF
Lit.nTs, BUOYS AND BEACONS AS AT 31ST DECEM-
H.L.6 BER, 1928, AND NUMBER OF YEARS IN SERVICE
STATEMENT SHOWING THE ORIGINAL COST OF AND YEAR IN WHICH RENEWAL IS DUE ON A

CRANE RoADS AS AT 31sT DECEMBE', 1928, |

AND NUMBER OF YEARS IN SFRVICE AND YEAR

IN WHICH RENEWAL 1S DUE ON A BASIS OF 334
YEARS LUFE

Nooof years Vear i whil Onpinal
1 service Renewal = due Cost
3 1954 b

1961

H.L7

STATEMENT SHOWING THE ORIGINAL COST O

MACADAMISED  ROADWAYS AS AT 3IsT

DECEMBER, 1928, AND NUMBER OF YEARS IN

SERVICE AND YEAR IN WHICH RENEWAL 1s Dt
ON A Basls OF 10 YEARS' LIFE.

BAsIS OF 134 YEARS' LIFE

N |

No. of years | Year in which Original
in service Renewal 1s due Cost

|

£
Overdue at
18 | 31-12-1928 1 0%

6 | 1936 3nm
3 1939 | 7,502
2 1940 833
1942 [ 4,615

*Overdue at 31-12-1930:.£250.

& H.L. 10.
STATEMENT SHOWING THE ORIGINAL CosT OF
WATER SUPPLY AS AT 31T DECEMBER, 1928,
AND NUMBER OF YEARS IN SERVICE AND YEAR
IN WHICH RENEWAL 1S DUE ON A Basis or 334

) | YEARS' LIFE.
| - )
No. of years ‘ Year in which Original No. of Y hich i
e Neeamnae | s | Smeninen. |
1 | !
£ | | £
3 IL)(. 15,000 3 1959 | 2,152
2 1937 5,251 2 1960 25
| ‘ £20,251 L2431

HL 1
STATEMENT NG THE ORIGINAL CoST OF
BRICK TRANSIT SHEDS AS AT 31sT DECEMBER,
1928, AND NUMBER OF YEARS IN SERVICE AND
YEAR IN WHICH RENEWAL 18 DUE ON A Basis
i 3 OF 100 YEARS' LIFE.

STATEMENT SHOWING THE ORIGINAL COST OF
STATIONS AND OFFICES, ETC., AS AT 31ST DECEM-
BER, 1928, AND NUMBER OF YEARS IN SERVICE
AND YEAR IN WHICH RENEWAL Is DUE ON A

l H.L 14
|
|
|
| Bas1s OF 25 YEARS' LIFE.

No. of years |  ¥ear in which ] Original “ No, of jeags | - Year in which Original
in service Renewal is due { Cost in sggvice Renewal is due { Gost
=] [~ l
: ' £ | £
3| 2026 200,000 18 199, Lg
x 14,009 4 )
: e ’ ‘ 7| 1947 549
= | 3 19851 32712
| £214009 2 ‘ wa2 3622
————— e | = it
1 £8,5%
= pr o 3
HL 12 | o
STATEMENT SHOWING THE OWGINAL (OST OF
TRANSIT SHEDS AND GOODS SHEDS As AT 31s7
DECEMBER, 1928, AND NUMBER OF YEARS IN
SERVICE AND YEAR IN WHICH Rexgwal s Dug
ON A Basis oF 50 YEaRs' Lire
No of years | Yearin w Onginal HL. 15,
‘ I du o
ki Henewalm dus ‘ STATEMENT SHOWING THE OmiGINAL CosT OF
- Gopowws AS AT 3IsT DECEMBRE, 1938, AND
NUMBER OF YEARS IN SERVICE AND YEAR 1e
15 1964 wHicH RENEWAL 13 DUE ox A Basis or S0
14 1968 Yrags' Lire
13 1966 = —_—
12 ,*’ No of vears Year in which Onginal
! “l ,g B service \Lkuieniyitm | Comt
9 1970
8 197
7 1m , oo
4 1978
3 1976
2 197 3
Iiad o6l
HL 1e
Rl TATEMENT HMOWING THE Omcinal CosT oF
STATEMENT SHOWING THE ORIGINAL (087 OF STAFY QU -RVSRS S Decessss, ,g
FENCING A3 AT 3let DECEMAER, 193, axv ann Nussss or Y Suavics AN YEAR
NUMBES OF YEARS In SERVICE A0 YEAR ix » W oicH ‘o A Bass oF 100
wiicR REspwal @ Dus on & Bass or 354
Veans' Live _..-_r— et———— T —
o T 1 = Np. of yeurs Veut in which | Un‘-tl‘
No. of years |  Vear in which | Oviginal L servwe ‘ Renowal > due | Comt
in service Repewyl wdue | Cant, - -1
AR ISR W S e [
' £ | s | |
3 1989 ! w P | o2 | 1287
2 1960 { 1,78 | (I Pl 4814
1 1961 i i | L o344
. v ¥ :
L3




W H.L.5.
STATEMENT SHOWING THE ORIGINAL COST OF
ELECTRICAL INSTALLATION, CRANES AND
EQUIPMENT AS AT 31ST DECEMBER; 1928, AND
NUMBER OF YEARS IN SERVICE AND YEAR IN
WHICH RENEWAL IS, DUE ON A Basis OF 20

HARBOURS

S IATEMENT

SERVICE AND.YEAR IN WHICH RENEWAL

THE
Tugs, LAUNCHES AND PONTOONS AS AT JIST
DECEMBER, 1928, AND NUMBER OF YEARS IN

L
i

DUE ON A BASIS OF 20 YRARS' LIFE.

YEARS' LIFE. 2
g " +"/No. of years Year in which
No. of years | ' Yearin which Original in service Renewal is due Cost ' 4
n service Renewal is due Cost g
L
; £ . 4

i 16 ¢ 1933 1,193 16 1933 1,347

15 1934 3 4,58 8 1941 285

14 1935 ” 3 1946 18,735

3 1946 i 33482, 2 1947 1,235

2 1947 oF 031,865 1 1948 2,197

1 1948 11,508 1949 29,242

@ 1949 638
£82,756 ) £53,041
i

H.L.9.

STATEMENT SHOWING THE ORIGINAL COST OF

H.L. 6 L1 1Ts, BUOYS AND BEACONS AS AT 31ST DECEM-

STATEMENT SHOWING THE ORIGINAL COST OF
CRANE ROADS AS AT 31ST DECEMBE', 1928,
AND NUMBER OF YEARS I SFRVICE AND YEAR
IN WHICH RENEWAT 18 DIUE ON A BASIS OF 334

YEARS L ¥
No. of yeais Yearn wh Orynnal
in service Renewal i due (
£
3 | -~ 1959 5,201
2. | 1960 2,79
1 1961 5a0

HL

STATEMENT SHOWING THE ORIGINAL CosT 1

MACADAMISED  ROADWAYS  AS AT 41|

DECEMBER, 1928, AND NUMBEK OF YEAR:

SERVICE AND YEAR IN WHICH RENEWAL 1s D1 ¢
ON A BASIS OF 10 YEARS' LIFE.

BER, 1928, AND NUMBER OF YEARS IN SERVICE
AND YEAR IN WHICH RENEWAL IS DUE ON A
Basls 0F 134 YEARS' LIFE

No. of years  Year in which Original
inservice | Renewalis due Cost

*Qverdue at 31-12-1930:. £250

el H.L. 10
STATEMENT SHOWING THE ORIGINAL COST OF
WATER SUPPLY AS AT 31ST DECEMBER, 1928,
AND NUMBER OF YEARS IN SERVICE AND YEAR
IN WHICH RENEWAL 1s DUE ON A BAsis or 334

YEARS' LIFE.
No. of years ' Year in which Orngin No. of years 1 Year in which Ori
,in service ‘ Renewal 15 due Cost n service ‘ Renewal is due w’l
| : 1,
3 1936 , \51600 | &
2 w3 ¢ | 5,251 ' ‘ o %
. WA —
£20,251 ) L2437

HL 11
STATEMENT SHOWING THE ORIGINAL CoST OF
BRICK TRANSIT SHEDS As AT 31sT DECEMEBER,
1928, AND NUMBER OF YEARS IN SERVICE AND
YEAR IN WHICH RENEWAL 18 DUE OK A Basis
T OF 100 YEARS' LIFE.

s
HARBOURS.

HL 14

STATEMENT SHOWING THE ORIGINAL COST OF

STATIONS AND OFFICES, ETC., AS AT 31T DECEM-

BER, 1928, AND NUMBER OF YEARS IN SERVICE

AND YEAR IN WHICH RENEWAL 1S DUE ON A
Basts OF 25 YEARS' LIFE.

No. of years |  ¥ear in which ] Original
Cost

in service Renewal is due

{
| o
3 “a026 200,000
2 27 ' ¥
L
| L2009
P! Vs . S ——
HL 12

STATEMENT SHOWING THE OmIGINAL (0ST OF

TRANSIT SHEDS AND GOODS SMEDS As AT 3lst

DECEMBER, 1928, AND MNUMBER OF Y RARS IN

SERVICE AND YEAR IN WHICK RENEWAL s DU
ON A Basts oF 50 YEans' Lire

No of years Year in whuch mginal
In service Renewal s due <
¢
15 1904 2389
14 1968 4
13 1966 1198
12 1967 pa}
§) 19 e
10 1969 8
9 1970 iy
8 197 27
7 1972 >
4 1978 $5¢
3 197%¢ [
2 1977 3.
Bl o2
{ [186
HL WL

STATEMENT SHOWING THE ORIGINAL (08T OF
FENCING A3 AT Jis7 DECEMAER, 1938, awo
NUNBER OF YRARS 1N SERVICE AkD YEAR %
wHich RENEWAL 15 Dus on & Bass or 334

Vians' Livs
No. of years | Year in which Onginal
in service Renewal w dus -t
e e
\ £
3 1999 ‘ w8
2 1960 { LI
1 1961 i
k ‘ Laaan

No, of yeass |  Yearin which |  Original
in Tice | Renewal is due | Quu
o o W —
I |4
5 1909 | 139
W 1940 | 1,008
r | 1947 549
3| 1951 32mn
2 1982 3622
£8.5%
H L 15

STATEMENT SHOWING THE OmicinaLt Cost or

Copowns AS AT 31sT DECEMBRE, 1928, AXD

MEER OF YEARS IX SERVICE AND YEAR IN

wHICH KENEWAL 138 DUE ON A Basis or 50
Yrans Lire

{ vears Y ear

service Renewal s
\

HL e

TATEMENT HMOWING TME Omcisxal CoST oF

STAPY QU BEERS Bisr Decunsas, 1908,
At Nuwske or Y Suavics A% YEAR
i Wonos RENEw O A Bass or 100
Yu Lz
e e =
Np of yours | - Veht in which | Origimal
e ! Ranownl s dee | Com
B iR (s EEE SRR
3 \2 | e
2 | | 1,287
v A B
| o )4
LB
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- Kenya. and Uganda Ra

No. E_F, 391.

P 'hm CHIEF ACCOUNTANT,
; NairosI.

DEPRECIATION AND RENEWALS
Your GsA.P. 430/ dated the 30th Nove

I have pow had. an opportunity of carefully stud: ing
Committee, of which you are Chairman, on the Depredlﬁoﬁ‘- I
w0 Fund. i

9. I wish again to, thank you, and through you your Committee, for
" having rendered a most useful report.

3. There is, I think, only one point on which I should like further
information. Tt is evident that the period of 10 years for which I asked you
to prepare expenditure figures is too short a period to demonstrate whether
the finances of the Fund are satisfactory. I should be glad therefore if you
could extend this table to cover a period of 100 years.

4. All data appears to be available and u]‘ready tabulated to enable you
to do this.

Your obedient servants,
H. E. GOODSHIP,
Chief Acoountant.
A. B. HAMP, '
Acting Chief Engineer.

5. Please also show on that table the annual contribution to the Fund
and the estimated condition of the Fund as a whole somewhat on the lines
of Table R.I,. 1.

L.

G. D. RHODES,
General Manager.




ora | 0099 |oes'ent | eosee  fomse | 0099
| cov's £88'9 068°S 66Z'1 ¥ 12 800's 1L s ox'y 6L « -+ sanmEg NV SERAA( i
oL & A iped o o 4 i A ;
| 9681y ¥89'L iy ¥6 £69C R6'LYy AR SRS, .. oo \
0Ze 91°e 0£L'1 'y 089 (o] & o1s 669'€E e e e Supsoudoy .
. P
.. = 2o ¢ 080" v 204'68 71816 3
90LZ1 oz'e 0z9'1 = L0E'9 - - S96'7E 8L6'8S T RN - e
has s oee'ee 081zl 0066 . a5 2 0 e e+ saanowooo] :
—3J0LS ONITIOY Y
9011 , €20 y10'11 8201 [ » g6 185221 PR .54 et 3
9621 S6z'y 889'c 006'1 8L¥'T * |z 66¥'1 Z98'191
‘/.A y. e . ..
s 6. - - y62' 4 - 958%¢
0s1Z - 081'C 0512 0s1'z 5154 051 0s1'z 051z 081z 000'%
Qs[5  |oeS  |ooss  |oose  ooss oS |oogs oS | onl
R 7 oge'es . | 0c0'tz1 . | oog'ezl | eRReOE
3 : 089’
PA 0s€'s o1'e
2951 ¢ 2951 195"t 1951 1951 2981 £95'1 £98'} L98°% o &
¥ ¥ ¥ ¥ ¥ ¥ ¥ ¥ s e, S I
66l | 8g6l ££61 9861 se61 ¥e61 €061 zest © | 1061 | osei-zI-IE
< 38 INPIRAD *SLESSY 40 STIVIEQ
3 AVEX
g g “1£61 NI ‘aEuun: AQ /TTV ONINOSSY: ‘99'¥SEF 40 NOLLOGTLLNOD TVARNY ¥0X ONIMOTTYV WALAV AVEX TVIONVNIL N
HOVE ho ANE LY NN J 30 ZONVIVE NV ‘1661 AMVANY( LS| MO¥d SAVEA Q0] 40 AOREJ V ¥OJ SISVH TdIT NO STIVAINTY NO TANLIANIIXH QALVNILIST THL ONIMOHS INIWILYIS s S

CLVMTIVY

,.\A.,.
4
e
3 o' gaans mem@m...uﬂmm¥h
i sousreq §E3 g8 &g
m il Sl i
8 formemrm | L EEEEECC
05 11 wo aru3 : : § 8
$ e | B888 334
Sl a8 8 3 SR
' wmr | NggE gy |8
M.M 2 3 3 8§ & A
z
-
mu 0061 JO pue o) <« & % X X 4 .
= e pun 4 jo souereq]
.y :
£2 s 8R8§ 1
iz £ q ¥ 28 3
2 v x o § 4 N
4
13
. -
R X
A
: ‘ PARARA A
3 e T 3
PR, | TR EN G
& RO ‘
2




e | wige | st

" 811'986't ,

§

M. ==
P

eizoeeT | acreier _ w6198 ” CUTHE | OruT | sewer | wetor | gf “
{ : } | f e - oad

: : XJ ANAEAAD TIV ONIMASEY ]
- HOVE 40 axu1v anag DEvIvg ‘ . n ISV WL T A woLss
Fe: % : k .‘,,, - 1061 “ABYQNY[ 451 WOwA SHYIA Q01 40 worERY ¥ wO4 Wiy




b vh . <

PIMUITHO)— SAV M TI VY

ovs'ozo'e | wes'ses’e | oLi'zes'e | ‘sez'osL'e | wEY'W'E | Ses'sNE
1L0'S19 880'11€ se'eiz SIV6R LRBLY 802791
£20'S19 280'11€ SLEEIZ S LR UZ'T
seL'ez 6.8 'e ows'e er's weT
oy
£99'S1 e | R | owwl 658’1 968' 1y
b oeL't | vy 069 0es a
o b 4 |
% 0 Wt 4 08t'L ‘1 zeL'6l 00679 0Z0'Ye | STy | | o'y
wﬁ\ﬂ— " 74 ﬁ.: 0991 00’1 | sesst | %S 618% sec" L1
f 01869 - o one'es o81°21 000's
i acEime gt e 1 st odo's 000'S 16'L , 8IF'E ar's o'ss
I oz 906 814 .S [>>-24 059y 2o i 9
. "
: st 3 . " 2L0°79
ik ] ey preatt - o'y 'l v w9 sy By
- e sl 081z 7 o8t 0812 081 oz %12 %17 o517
R = ‘o K8 N 9 as's 0089 008’9 0089 008’9 099 s’
= " - P 19 wi'u o'y e 00'se 000'se
RN > ; s L a5 o SRR Ty wem
e g g oo | oS oreadl 0L0'T8 T o
. x e {
; 5, g 95 - | 15 Y 9L 2s's 78y
3 - 8's Y | wo'c Al oY "yl
us's me e o | o | oo o5 | e o " o
T AN & - A - |
W ; P ugper | we | i !
L s 2ol Bine . 5008 Boe 0 R | Y Ly |y | ¥ 7
— + 4
T 6L61 st et | wet | wmm | wm f em | owm | um
5 LA
4 . B e e p——————— S et ;
DR tjpe) K EEEAOK) TX0LIGNIACT SNGEIAQ TTY ONINASSY ‘99C'WIET 40 NOLLAGIEANGO TVARNY B ONUMITTY ERAEY SVRA A
e G0 LHOVE 40 GNY LV AN 40 TONVIVE aNv ‘1061 ORVONY[ 191 RORA TEVEL 001 40 GOMRJ ¥ S04 SV Ay O TTY AENAN S0 BRAL S CORMNTY TRLVRELEY WA ONMMONS LNENRLVAS
’ Pommgne > GAV M TIVE D
S
SiT'ive' ~ T | vyt | asiree ) -
v LN S9C8CTT » 00 T
" (32 8k d wr ¥ i
) ey
~_ 1nd -
P e ] » pe
Ser 98141 SI0'REL N B B e e |
~ v S -
o' VIS ) copeadingy peseny e
! . »
| -y
= JEWE | | o N iy
nsh L e - » 7 - Avauvy oV
\ - S
MY X
“ €L @y ) ' wnid anv casiinf
- 2l 9 —o
S1gzn §~_ ,» . o]
R k wuL'vz ,,_ cov'se Mﬂcﬁw " s axv g
us'zy | ) o 96612 - »ets e v,
=3 oy | ou's ne’s oYy ' ot . saleiiie )
acei | , 00Y's p—
® . . ALy ONT TN
/ XS ™ 47
| g
,V i , T3 - ¢
, ost'z ™17 .
o w2 wr ‘ s M T
) ey 0§
v
08T 086 't a
: o'
. | i , R s
498 | cogt . , an
951 1951 b e L
4 &1
7 17 L ﬁ 7 5
6961 _{,’I,‘, - —— - 7 4
—— ® ] W | 96 wet T
3 —~ o) N 961 e |
v - - e t 1 o6 | 1981
% e e R A
= 1661 NI aa¥unoNt : — S &
. v ANZ LV anay 40 -uzgnnﬂnw%wv“cﬁzuﬂ““ﬂwvﬁ< ONINOSSY '99'YSCF 40 NOLLAETEANGS Ty, Y ey
RS 35 3¢ g % SWVIA 001 e SO TYONN D 4 o o
o 3 £ 40 AOTNIJ ¥ MO SISV Ra1] No ST thu..w__..zm “_ns”r”h( FRLAY UVER TViNVNL R

INTIXT qu
X QILVIILSH THI DNLMROES ENTHRAT vic



W» TR e -
s In'
; " 169 08L'6(ST
et | eonoe | 1oovere | vevore | eesz | ez | %66l
L
: [ + gorels
" yL0'L6t $08°1L 606'¥Z1 199'6L1 L' 629'veE | 892X
. - - - , * o'e |
g # |
R ||
| L 1,715!!, ==
) st ! 2 | oswze 995 19y
#0161 yOR'12 60691 el s | e 8¢ oo | wo
o 5 81§l 173 1 sﬂa A
et 9T - 195 u zvs nxg.»
i 9_.1 < 5 y'os W ow'st vo_...._
: . : .. o N'e | e @&y
ot o9 oce ,
5 - o't nzist |
x ‘n " 2 - Fie o) 5 Y "
% e oo b . -
(3 A ol 11
e us'tl T wrsy
ﬁ_ o Lol a4 )
y s v ’
§ qu g s90'1¢ " L ad e s el sl b
; ; ..u s e | o'y e | st
24 A %
‘1 ied ¥4 os1'T sT s 14
o'z [+ 14 081 =t v.... T eidle -4
; u“ o | 9 0089 059 08y
g.o _ - One T o vl N2
R o
e, _ [T ™
. »ﬂwm I e
. | (W 4 (A LW W
o561 81 181 “ L9 (9 (W i
SEP'Ty A . _
% & .Jm.... w A 5 - . 5 , . . )
T ot [ L.
w81 H 681 sl | el poo ! el | e ‘U:.l. -
o 6661 | .
e wYRA B — .
; RO SUALMNRXE TOGEIAQ T1V ONINASSY Nou AR TYIRRY S04 SNMGTTY WRLEY WRA WM T
4 " ‘amvianef a8 lon_.ﬂ.vu-i,ﬁ.( Ealaudll-w -!!l.l Ry - - ot WA L *
. HOVE 40 .’L&“ axv ‘Jge1 ‘A i 5

8 .—w’m- NI GEN¥NONI TANLIANEIXT TNAHIAQ B
HOVE- 40 ANT LV ONAX 40 TONVIVE ANV ‘166

1TV ONINOSSY ‘992'pSEF 40 NOLLOSIALN
1 "AVANY[ LS| WOM4 SUVE 001 40 QOTIAJ V ¥O4 SISVE 31

e

PEmMINO)— SAVMTIV YA

{ T . ! 1 1 3 i
LT | SITRT | WUt | izzset | vevioss w SEOTY | WET | covore | wewey | nenwe 7 T -
! | i i | gy ) ey sy uceagye
' | | e e 1oR1 - pasIOE s
| !lhl‘-b".lll
. R W 0 P
| i | e peng e s pereney
695709 60T | v 1S vioy o VW SCON ww | ot T snprpusdvy posmengsy ey
oI *- —
a6 | e I
. . | - poros.
N - } o Spuag L) -
= 3 LY WYY YoV
| s | ecere leﬂ‘xx @ VO "
o0es's o6zt ” ’ > it
o' 'y | 1 3
¥ 09 , -4 ,, 658 x..u wv
209 _Mm.m_ 614811 86'lS N Vi iy .
G 81681 zLv've NS %y
g ‘.ﬂ 06Z'ziz e 17 .
,n,',..ra ooy's weL's | ©vs siv'y oS »
60z e | w9 | sezy 999'c 008’1 v :
v st ﬁ Sov “ 059 | se vy vyl e
80489 ziv's 08’y 356 el |
{ |
051z os1'z o1z | ostz | osiz | osiz o817 -
0089 008'9 0089 i _ 0089 v Q08’9 | 0089 | ooga '
085091 Sev'PRl | osrss ; 0s€'181 sz sSEvLl | seewt | ow. wadaugy g
strexy
9L us's ﬁ 6L’y v ‘ iy g 1
5 ] | weru | et | ydeiBops |
1951 295"t 7 951 2981 | ees't 1 & EMHD_H “M
; A SApug sounpy
= z62'€ b Bpuyy ol
7 LA N S N S N SN N - i
0661 o861 | meel | el | omel sB61 =y ru6l 7861 teel
avay )

SLASSY 40 sV

0D TVIINNY HOd ONLMOTTV H3Ldv dyv 4y TYVIONVNI4
T NO STVAINTY NO FUNLIANIAX

4 JLLVWILSY AHL ONIMOHS INTRRLV L




| ) ]
YIL'V66'E | YEB'ELS'Y §96'888'y | OIS9LD'S | SEZREY “ Liv'oeL'y |

}
{
| .
| T PRy 6 Sewmg papemney
| namrrzusds i pogpusysy 1910

sduippng
g mouvasiag
pug soup
sadprag ot
AVMTIVE 1aYOV

SAINE4 ANV SHLLLE|
wang
|
Puuseuiduy

saanos 1
BIOLS ONTTIOY
. L
L,
damgondazs |
) o
Y
-
ssmsndume |
SONG) pU SO
ADKMIELIY SNV SNOLLY LS

we e

Fah 4 L2104
L

¥ 40 SOLINIEEED) TYONEY S04 ONLAOTYY BELLY SVIL TVIONVELY .

M SIOVEE B4T MO FIVARREM SO rralENiax g TALVRLLEY TMA ONLAONS AMANILYES

| ale L 4
TVIOL e

INIR WEEY PR W

IR6T NI GHEEADNL MNALIGNEINY XOONEAQ Ty
i gV

HOVE 40 GNT LV aXog E.Fulig U881 ‘AwvVONY[ L8| WOW4 savIL X
pormeaise SAVMTIVE

\ ]
e 00y |7 99 yee T jo von
aqumor) ey 108 e
ayge puv 108 W E“
Pualy anpaas) e Sunmene
rea) (eDuRGLy s o pum
Sy pum g Jo Jounpeg peremnsy

T mprpuadn iy prgaegsy oo [
sduppng

o9

0Z0'¥e

5’8
| ¥90'E9!

yio' 11

8sS

8 % %98
¥

40 S1VLI(]

‘1661 NI ATMUNONE FUNLIONZIXT FAATAQ 11V ONINASSY ‘Ga;° F a0 > ;
5 EES FAO TIV ONINASSY '99/'pGe f X i HALIV AVIK TV uz<z-h€
A LV ANAJ 40 YIYE ANV ‘1661 ‘AMVONY [ IST Woud suvag 3 VaaN qAaL .,< §q S
Hova 40 qNn: mu~«p Y IYE ANy Fast v o X NO STVMINTY NO d¥.1LIANTIXT nu,,_. WL - .ﬂ—:. ONIMOHS INTNIL
; K ' S INEWALVLS

<




RATLWAYS.—Continued.

INCURRED 1N 1931,

FRIOD OF 100 YEARS FROM IST JANUARY, 1931, AND BALANCE OF FUND AT END CF FACH

354.766, ASSUMING aLL OVERDUE EXPENDITURE

ONTRIEUTION OF £

URE ON RENEWALS ON LIFE BASIS FOR » P

FINANCIAL YEAR AFTER ALLOWING FOR ANNUAL

STATEMENT SHOWING THI ESTIMATED | XPFNDIY

g8 S8R g2uEy 49 %2 529 gang
-} ne 5 e f S e S e B
_E LS 1 ,3*"%5&’5 2§ CSRERY 9N & -
5 g 3. Adid® 2 g ...
8 R B :g;, & i :.:;:ﬁ.:;. 3!& gﬂ AR g 3
« .85 g s gy .. 5.88|3 ] P
g | B4 g8 g% &8 45-,;5 2|
« 8% Z.38% 3a. %85 % ¥ RIZ 2 i
8 E : . | = o
8| =7 §5°F .7 g8 R |2 o |
529838 §.288 K. B3 & R3 |5 a i
J% B ma goged  go gD et gy g % 5
[ o NI N
q | 83 5 ¥82 2 BRX § % 4 4 A 2
R| =5 "TEWes TgiYgeg s 4y
‘| :
EPIRELINN E: R T
‘gj g ¥ ]9 g g E
5|~ RE §2 £ 888 F3 2 g% g d g g s
;3‘ 8 el o - 2 £ -G v E; §
Ay i e I
|8 - - 3 | Z
‘ -
o l« & ¥ ogs8s 3 cs 3% 23 '3 ;
g RIS R i 3 - |7
| ¢
o - P
| « :g § 2E gz & o 3
Ro= < 3 I - 7 g
o = ] i
T i - - . A —
. R
- , 33434
2 J z i i ¢ 2 |- §]
= - : : R L 1
@ ‘ & }.E ., 2 ;gf i . <
= F 2 2 ER W 2 ¥
2 || ‘ TR TR
- ' ssiE0 8 GH 3 44
il HE G Tl
£-2 4

47

X DEPRECIATION.
Paragraphs of Report of South African Railways and Harbours referred to in
correspondence between (ieneral Manager and Committee of Inquiry
. into Depreciation of Assets and Renewals Fund :—
Paragraph 12.

To do this, it was idered jal to end to f
expenditure that would be incurred on the renewal of the various assets, as’
snd when | would becomye y, also, the expenditure that might
be incurred on renewal of the same ussets on a purely theoretical basis, that '
is, assuming that the renewal of esch class of asset ocgurred, in each case, on
the termination of the theoretical life allotted to each class.

Paragraph 13. 2

By w-doing; % would bé postible to establish the gross amount of the
contributions fhat would be\reguired to meet such expenditure, apd also
determine the sunual contribution that would be necessary o %8 to always
have sufficient funds in hand to meet the expenditure on remewals in every
year and comcurrently sccumulate sufficient funds to meet the expenditure of
the pesk year, that is the year jn which the expenditure will be the highest
for s considersble number of years before and after that year

Paragraph 14

Bisterpents are attached hereto (Nos | o 36) in which this information
is givelh for wach year, from the year 1925-26 w the year 1979-80 (inelusive),
s total pemod of 55 years, and un respect of each of the classes of assets

Pavagraph 23

It will be cbserved that particularly in the case of engines and carriages,
the case of wagons, the proposed rates in SBouth
ther railways ~

sand W & certain extent |

Afncs are higher than or
Paragraph U4

This s more evident when it s remembered that the rate for engines
on the Bnush railways includes the cust of ane botder renewal during the
lifetime of cach engine

Paragraph 25 .

Om the be noled that 1 the case of the permanent
way, the Brital, Hadways life is only di§ years ounpared with the 38§ years

vihier hand 8 18 W

for raple and 3! yeaps for @leepers 1 Sowth Africa
Paragraph 17
The result of employing the Lfc bams in determining the equal annual

ooptribution for depreciation hat sppiving she proposed percentdge rates
corresponding o the estunsted Lives of e redpective wasting asets, shows
that the annual contribution from revenue 10 the Renewals Fund should be
& is sot out in Blalements Nos. §7 and 39, commencing with & contmibotion
of £4,605,206 for the first year, 199596, and the same amount w the second
yoar, 1998-27, bul sugmented by #81 304 to provide for the estunsted snnus!
incresse due to expansion of the Railways, or o total of £2,684,500 for the
second year, and making the scoumulated total for the two years £5.987.796,
and £8,063.500 for the three years, and o on, mcressing steadily each year
thereafter

Paragreph 38

Biatements Nos. 42, ¢4 and 46 show in detail, and No. 48 in groms, the
estimated expenditure that would be incurred on the renewal of sssets each
year, if the sssets remained in service the exsct number of estimated years
of life.
Paragraph 20.

The mmount expended in 198596 would be £5.021,002, and in the year
198558 the expenditure of £3.,884 on the first renewal of the incresse in




s 48

. occurs.

" Paragraph 30. )

-~ -Owing to a very large quantity of the assets in service g.ﬁ&hqo&'llt March,
1925;-being overdue for renewal, their theoretical life having terminated, the
ture for the year 1925-26 is made to reflect the whole of these assets
as‘being renewed in that year. This, of course, is-now, knewn notito have
taken place—an impossibility almost by reason of the hiagnitude~and to the

extent to which it has not taken .place, the expenditure of the following' years ;

will be increased correspondingly.

Paragraph 31.

This phase is dealt with later kierein dnd for the purpose of the moment it
is sufficient to note the abnormality in this respect.

Paragraph 32. e -

The extent, and the cost, of assets overdue for renéyval at the 31st March,
1925, on the theoretical life basis is as follows :—

Assets Overdue Renewal Length or Quantity | Vide Statement
Expenditure. Nos.

* Sleepers. . ; £2,401,789 | 2,318 miles . 6and 8
Rails .. . 114,280 83 miles E 1and 2
Locomotives .. 646,640 223 in quantity . . 28
Carriages oo 562,422 499 in quantity . . 31
Wagons. . 3 496,218 2,850 in quantity . 34

Total £4,221,349

* Thesc amounts are arrived by deducting the amounts due for renewal in 1925-26,
but not overdue.

Paragraph 33

Data 1s not - vsilable from which w0 determine the extent to which other
classes of assets were overdue for renewal, but as they form a very small
portion of the whole of the assets (certwinly not more than 1 per cent) they
can safely be ignored for the purpose of det muning the incidence of the

renewal expenditure thereon during the first ten vears after 1924-25
Paragraph 34.

A comparigon of the congabuiions with the expenditure for each year is
shown on Statement No. 47 and 1t will be observed, that throughout the
whole of the 55 years, allowing for the balance of moneys on hand at 3lst

March, 1925, of £980.605 und the fact that the assets overdue for renewal
amounting as stated wbove 1o over £4,000,000 were not all renewed in 1925-26
nor will be for many vears thereafter, the accumulated contributions would be
always greater than the cumulated expenditure, and in consequence there
would be always 4 consilerable unexpended balance of moneys on hand./ This
is more apparent from study of Statement No. 50, which is dealt with

later on herein.
Paragraph 35.

It will be observed also, thut the balance at the credit of the Fund is
constantly increasing and that if the contributions due to the annual increase
in assets brought about by the expansion of the Railways is excluded from
the balance (vide Statetment No. 43) and the ** overdue renewal expenditure
shown as being all incurréd in the onc year 1925-26 is allowed for, it will be
found that there is a tendency for the accumulated balance at the credit of
the Fund to remain constant from 1965 onwards

assets due to the estimated-expansion of the Railway h\om‘ 1925-26 onwards

“first pask year is shown to be 1934-35, the pesk smount £8,944,195, and

+

never required  of course your Committes means that as liguidation
fion of the Railways is a vary remote and improbable contingency,
{ 1o need, at least for many years to come thefe is no need, to

fands to meet such a contingency and therefore. there is no need to have in
cash, always, the full difference between the original cost and present-dsy

'.ﬂmdthowuﬁngnnm,orinotbnm.ﬂuluumaddomw

the wasting assets in service at any gives time.
Paragraph 88.

ag‘u:;ﬁngnowtosmemenu)‘oc. 49 to 56, in which an endeavour has
been made to forecast the expenditure as it is likely to be experienced in actual
phagtice, that js, by still observing the same life in respect of each class of
asset, but assuming that each class will be renewed st the rate of one-tenth
of the fotal, annually, over a period of ten years, that is, from four years
before until five years after the year of theoretical renewal, it will be observed
that the balance at the eredit of the Fund at the close of each year remains

ble, and the extent to which the contribations are more
than the sum requir::—d to meet the calls upon the Fund for the expenditure
on repewals, and further, that the amount of the credit balance or excess
contributions is more or less constant and to & greater degree is this so than
the case where the renewal expenditure of each class is not spread over the
five years before and after the year of renewal. The reason for this, of course,
is the flattening effect which the ' spread over ' of ten years has upon the
expenditure-year by year.
Paragraph 39.

From all this, then, it becomes obvious that contnbutions 1o the Fund
need not exceed in amount the sum that is necessary to meet the expenditure
on actual renewals as they fall due. To determine that sum it is oaly
necessary to observe the period within which the. first highest or peak year 1s
reached, and then to determine the annual average sum thai would sccumu
late in the early years sufficient to meet the heavy call in the pesk year, when
it arrives.

5

Paragraph 40.

Then, if that annual average 1s not greater than the expenditure of the
year following the peak year, it will be necessary—becsuse the peak year will
have exhausted the moneys in the Fund—to increase the snnual contributions
from the year following the peak year, onwards, so as 10 more thas meet the
expenditure of those following years and thereby accumulste suficient o meet
the next peak year, and 50 on, from peak period to peak period
Paragraph 41.

To demonstrate this, take the figures given on Statement No. 55
renpect of the sssets in service at Slst March, 1925, only, and on which

8EFs

scoumulated amount to the end of that year, £99.512.940, ss shown
Btatement No. 50.

Paragraph 42.
The period up to the peak year is ten years, and the smount to
sccumulated to that year is £22 812,046, reduced by the amount of £980,608,

¥




50 R
which was available in the Fund at the 3lst March, 1925 (vide W‘

No. 56), making the net amount to be r'ﬂ"ulz'iiﬂ.nted_ £21, The annusl
average contribution ‘would  therefore -quire to | 3,234, being
£21,332,343 divided by ten—the numbe. of years to 1934-35

(inclusive).
Paragraph 43.

The period up to the next peak year, i.e. 1949-50, is fifteen years, the
peak amount £3,143,474, and the amount to be accumulated £60,821,064 ; less
£22,312,946, equuls £38,008.118. The annual average contribution during
these fifteen vears would therefore require to be £2,533,874, and as this sum
is greater than the previous annual average, and greater than the expenditure
of the first year following the peak year (1934-35) it would not be inequitable
to make the increased annual contribution of £2,533,874 effective from 1935-36.

Paragraph 44.

Of course an equal annual contribution could be determined for both of
these peak periods combined, but as this would mean a much higher contribu-
tion in the earlier years and for the first year, viz. 1925-26, and a much
heavier increase in the contribution for the first year after the second peak
year, it is considered inadvisable to envisage any more than one peak period
at a time, and so avoid placing an unduly heavy burden on the railway
users of the present generation

Paragraph 45.

In regard 1o the annual contribution of £2,133,234 stated in Paragraph 42
to be the annuul contribution necessary to meet the renewal expenditure
during the period canencing with 1¢ i and terminating in 1934-85, it will

be observed from Statements Nos 9 and 28 to 36 that this has been arrived

at by assuming that all assets in service at the 31st March, 1925, which were
overdue for renewal by more than one yenr by rewson of their theoretical life
having expired will be renewnd equally durnng the following ten years.

Paragraph 40

Ihis has the eiieet of wmluly tiasimg the renewal expenditure and,
consequentially, ots. of placing o wntuly beayy burden upon revenue during
these ten years 192526 to 1091 35 e lusi musuduch that the moneys
to renew these assets, which should live heen aviulubile in the Fund at the
3lst March, 1925, have now to be found before 1934-33.  As previously
stated, the balance available i the 1newals Fund at the 31st March, 1925,
was only £980.60:3 (eide Staterient No 70

Paragraph 52

Phe first and perbups the st tuportant by reason of its relative
agnitude as b wbagehs contnbutions to the R newals Fund in respect
of the track liave o feluded spesthic provision i respect of the labour costs
i the relivane and e Wing ol contmuons stretehies of one lLalf-mile and
over of sheeper als ad [astenings

Puaragraph o4

Phese costs were charoed to working expenditure, as and when incurred,
up to the st Maveh 1928 bhut <inee 1hat date they have heen clarged to the
Renewals Il without any specitie provision: having been made in the
contribution- Do vevene 1o tle Fund 1o meet such costs
Paragraph 55

From Stateiiur Noo 37 51 will be olwerved that the value of the per-
tanent way bl rvcorded i the Assets Registers of the Administration
at the st March, 1927w €19.626 19 while from Statements Nos. 2 and
B and the footnote to ~titenent Noo 97 11 wall be seen that the present day
cost of rencwing the wion of the permanent way material, including the
lubour costs i domng so s estimated at : Rails, £16,731,824; sleepers,

£12,866,085 ; a total of £29,509,909, or an increase of £9,973,060,

51

Paragraph 56. 2 . s

This difference, to the extent of one.thind, may be regarded as due to
Iabour costs fot included in the figure of £19.626849 at the 31st March,
1925, and the balance to present day prices of rails and sleepers be:lng ;n
excess of the prices when the lines were first constructed, second-hand rails

~-and sleepers being employed in some cases

R s s Fund, theref the cost of
tice of charging to the Repewals Fund, erefore, the

]n.bo:rf ::]lfesrrnewing andgreliying‘ rails and sleepers is conunued—m:djyour
Committee recommends that this be done, because the amount of expe turl.i
to be incurred in future years in this respect is so large in one year and smal
in -another that a Fund will be necessary in order to accumulate moneys
against the time when they will be required, and at the same time by equalising
the comtributions over a number of years avoid unduly taxing the revenue
of any one year—then it is imperative that the wmnbutmmvbe based upon
the labour costs of renewal as well as the material costs. Your Committee
has borne this in mind throughout this report and has taken it into
consideration wherever necessary

Paragraph 58.

Attention must also be directed to the fact that partly as a set-off against
the charging of labour costs in renewal of the track to the Renewals Fund, it
has been the practice to write out of Capital as a chiarge to net revenue (profit
and loss) all assets that are scrapped and not replaced, including l!‘kn‘e assets
on which contributions for renewal have been made to the Renewals Fund out
of Revenue. In this way the Renewals Fund s allowed to retain the
contributions that strictly speaking should have been applied to =~ wnting
off "' the assets out of Capital Account

Paragraph 59.

It is not possible at this date 1o state the exact extent to which the
Renewals Fund has benefited in this way, but 1t 15 of assistance o know
that since the 1st April, 1925, the onginal costs of all assets scrapped and

not replaced, and wntten out of Capital Account as a charge W net Revenue
has been : —

1923-24 £26 114

1924-25 W, 511

Mosos 50 573

1926-27 51,345

Paragraph 64.

Another feature of the machinery for operating on the Renewals Fund
is that whereby the cost of renewing ballast on the penuanent way 1s charged
to the Fund, notwithstanding that contnibutions from revenue to the Fund
to meet the cost thereof have at no time been made

Paragraph 65.

This has operated since the st of Apnil 1923, and was the outcome of
the opinion then held that the contributions then made to the Fund were
sufficiently large 1o meet this expenditure also, and without increasing the
contribution specifically for the purpose In this respect, the justifiestion
advanced is on @ par with that advanced in respect of the lsbour costs in
relaying and renewing rails apd sleepers, and in the opimion of your Committee
is distinctly unsound.

Paragraph 66,

Either contributions to meet the cost of re-ballasting should be madesto
the Fund ar the expenditure should be charged to the ordinary working votes.




Paragraph 67.

From the lst of April, 1923, fo,the Slst Mareh, 1
in thig respect charged to the Renewal: “und ]nns bugn,

CHARGED TO THE RENEWALS  UND FOR RE-{ALLAs'rmG

1928-2¢ .. . L A6 L

1924-25 & FR s woo 70,749

1925-26 .. - we o 49,125

1926-27 . oid “ .. 102,699 & 7

1927-28 e .. .. «+ 106,371 (9 months: April to

g December, 1927)
8 Total £356,580
. y

Average per annum:. £75,069.

Paragraph 68. ) . :

While no great damage’ has been done thaf cannot be repaired, “your,
Committee strongly advocates the inclusion of a lump sum, with the other'
contribation to the R 1s' Fund to meet the cost of re-ballasting. If the
difficulties in the way of estimating the expenditure that is likely to be
incurred on re-ballasting over a long period of years are insurmountable at
present—your Committee understands that such is the -ease—the. lump sum

should be determined by a survey of what may be necessary and, at the same
time, what can be accomp)

8ix years,
Paragraph 70.

Another financial provision out of Revenue which hag an indirect bearing.
upon the provision that should be made for depreciation is the contribution
of £250,000 that has been made annually since the year 1925-26 as s ** Con-
tribution towards reduction of Interest-bearing Capital,” £750,000 altogether
has been contributed in this respect up te 31st March, 1928,

Paragraph 71.

In actual practice this mone

y is placed with other capital moneys that
are interest-benring, and the gross amount js then employed as a whole in
financing the cost of new capital works and assets. By this means the net
result achieved is the same as if the contribution had actually been applied
to the reduction oi - Interest-bearing Capital " already incurred.
Paragraph 71

The €itéct of this contribution,
of the Adminstration and also its anr
while at the same time Revenue is
the major portion of the
loan obligatiens.
Paragraph 73,

Such a sound finadicial posit

however, is to reduce the loan liability
nual liability for interest out of Revenue,
being taxed to provide for the renewal of
same assets on which there will ultimately be no

lon of course is one that is more idealistic

than practical and is undoubtedly indulged in only by private companies that
have a superabundance of profits to dispose of, but so far as Government
Railways are concerned constitute

8 an undue tax upon the railway users’
of the present time, inasmuch that rates and tariffs must be higher than they
should be, otherwise such financial provision for reduction of - capital would
not be possible. The provision in the Act of Union in this regpect should
not be overlooked .
Paragraph 74.

Your Committee would suggest therefore that if assets are maintained
efficiency and safety out of Revenue annually,
sud provision is also made concurrently to build up a fund to meet the

ing assets, as such become necessary, then the
Revenue of each year is being sufficiently taxed for, and is | ing all the
demands that can legitimately be made upon it, and at e same. time
adherence thereto firovides an equitable distribution of the burden between
the railway users of this and future generations. 3

lished in re-ballasting during, say, the next five or -

Tddnrg vmemo(bdhriul‘l.(mgndtbeswmd
ti t::mbe.-ﬂ"" ‘MEG,M.-lunhmi:n‘thw-

y in place of 38§ s, which your
83} years that is, 3 per ek per sunum, in e IR o
Committes considers can be safely adopted until
- ﬁveio:::yun.'l ’,yb-gu“‘ i Y, €sn then be
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Paragraph 85.

These lives for locomotives and carriages if ndopﬁﬂ“"'rill be more in
keeping with the lives employed by the Contl@n md British Railways
being shorter, and therefore safer, in the case ¢ g

by
years, and in the case of the coaches three years longer.life thnn the British

Railways, but anything
Continental Railways.

Paragraph 86.
The comparative figures are :—
ESTIMATED LIFE.

Engines | Carriages Wagons,
—_—— A w0 >
Years Years Years <"
SOUTH AFRICA—
Present life .. . 5 25 25 25
~Recommended life .. iz 334 334 334
ND .. 5 . 40 50 50
GERMANY . v % .. 25 40 40
Berclum ., . i N 43} 50 50
SWITZERLAND 50 50
.- GREAT BRITAIN—
London, Midland and Scottish. . 40 30 30
London and North Eastern 40 30 30
Great Western . 40 40 40
Southern Railway 40 30 3¢

EQUIVALENT PERCENTAGE RATES PER ANNUM.

& Engines Carriages Wagons
* Per cent. Per cent. Per cent.
SouTtH AFRicA—! v
Present rate- /., . T4 4 4
Recommended fale @ 5o 3} (a) 3 3
HoLLAND. .. & v 24 2 2
GERMANY™ .. ba e 4 2} 2}
BELGIUM .. - v 23 2 2
SWITZERLAND . " 23 2 2
Gazas BRivany
London, M?dhnd and Scottish . 3 () 34 33
London snd N u.tl\ l:ast:ru . 3 () 34 33
Great W . 3() 2} 2}
Southerty ay v P i 3 (8) 3t 3

(a) Includes } per cent. to prowdc for ro-boilering
(6) Includes provision for re- boilering estimated at l per cent.
FParagraph 87,

The alteration in the life of the locomotives and coaches (including rail
motors) from 28} years to 33} $ears will affect the annual contribution of
£2,133,234, mentioned in paragraph 42 as being necessary from 1925-26 to
1934-35 Hndumve} to the extent of reducing it by £270,583 per annum,
making the net figure £1,862,651 per annum.

Paragraph 93.

" No allowance for the value of released material less the cost of demolishi g
the assets and securing the released material, has been made j in the foregoing
calculations, and this is not an inconsiderable source of revenue to the Renewals
Fund. For a period of 13 years from 1912-13 to 1924-25 the receipts in this
respect have been £2,545294 or approximately £195,792 per annum. The
details being as follows :—

SOURCE OF RELEASED MATERIAL.

From Permanent Way Assets .. & £2,026,053
From Rolling Stock - 519,241

tincluding addional b ilers)
Total .. £2,545,294

from seven to seventeen years shorter life than the

“If for. tha moment the one m
other, and your Committee is g&d‘.\!«
nnnnll wltrihtxon of £1,5600, or the rene f the.
stated: appr r £50,0 agnum.  In'
the relationship of #he sum of £1,551,684 to thn ;
neoeautymﬂnhlé e basis, yiz. £2,603,298 (v1d: m.
ent No, 37)—adjusted by reason of the life of i
83}, years but not the locomotives, :as the contrib R
i.e. 8} per cent, although the life ia inicréased to 88“}‘ unl Cage g

xt five to ten years in determining cﬂﬂﬁ
dmadeumgfot:eﬂ?:se y::rs Th{a relationship 5 60 per cent of the full life con-
ttibution ad]umd as stated, i.e. £2,563,983.
Paragmph 99. &g . g 2 5
In this feature of the rel ip of the ~ o
tion caleulated on
to t all renewal expenditure, to the contribu .
hfen::;m, it is not a hnlegrsﬂ!yhgwﬁndmm.wpubham
the Railway Age, onet;f the fo "ﬂ;l\::lw Jourt tol"“ 0, I"nnd
8, it was therein reported
:tf g‘i{d I;thm had been found to provide furids to the extent ﬂ 50 per :
a’”'w“ SR Tl by o C o
of the full bution ¥ req and your e
mining vocating 60 per cent to be worked upon, béaring in
spécial f¢ of the fund contemplated by the Administration are satisfied
that & nghly safe and sound basis is advocated.

Paragraph 100.
The reference to the:

n,

ﬁmwemnndmpcroﬁtﬂib . nt; that
:::;nreaamsemammemlm it is & burden both
upon the patrons of the Company and .
securities. Hnwomtobeumd,“ the com
would at a certain time come to the end ‘ihﬂ(l!e,ﬁhto ht be
meed for such a serve, butinn!odm:’ﬂg 'l?'h
-all purpomxtumarhd,bnegnﬂu o

E
F
¥

wﬁnﬂmﬁu- s
i (em ed in the caleulstion in

6 the ﬁuﬂnuvlk‘,
'Mert.hmtohunu.ﬁt
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required. This is all to the gopd; and when taken in conjunction with the -

fact that the lives recommendedsfor the various assets herein, particularly
Rolling Stock, Rails and Sloepersy by 4 won of their life being prolonged
through being employed on Branch lines, . g'enemllylhm“g}; than s likely
to be the actual experience, your Cogmittee has every Mllﬁaﬁme in ‘the
equity of its recommendation. :

Paragraph 102.

It may not be without interest to know that the American Railways have

h“fl‘ the question of provision for depreciation under intense consideration for .

many years, in fact, ever since 1914, and only now after most exhaustive
inquiries by the Inter-State Commerce Commission, have they come to a
decision to provide for depreciation on all wasting assets. -

* Paragraph 109.

Turning -now to the question of employing the accimulated moneys in
the Renewals Fund in respect of rolling stock, to the purchase of new rolling
stock, as referred to in the Report of the Select Committee on Railways and
Harbours (paragraph 3) your Committee has given this feature of operating'
on the Renewals Fund the fullest consideration and while admitting that
the practice has much to, recommend. it and that it has served an extremeiy
useful purpose in the past, it will not be possible, in the future, to amp‘l(vy
the accumulated funds to the same extent, for the reason that the contributions
are estimated to be sufficient to meet the annual expenditure on replacements
only. -
Paragraph 110

In the past the contributions have been considered sufficient to accumulate
funds to porvide for renewal as and when it occurred as well as the accrued
depreciation on the rolling stock in service. In fact the justification for
spending the woneys of the Fund upon new rolling stock has always been held
W be. that by so doing, the expired portion of ghe life of the rolling stock in
service was thereby made good, and provided full use could be made of such
additional rolhng stock then the best possible use was being made of the
moneys. Py
Paragraph 111

8ince the year 1912 the amount spent in this respect to the 31st March,
1925, has been £14,547,878. At that date the accumulated depreciation on
olling stk based upon the lives repommended for adoption by your Com-
wittee in this report, 1e. 3 per cent in respect of all classes, amounted to
£14.312 201 s that €235 677 had been spent out of Renewals Fund more
than should have been spent. This, however, was corrected early in the
following year. when the accrued depreciation not made good had amounted
l. £624,713 at the 31st March, 1926, vide Statement No. 66.

Puragraph 112.

It 18 also of interest to note that as a result of the policy that has been
pursued the onginal capital cost of all rolling stock in service at the Slst
March 1925 wmounted to £32,044,342 (excluding electric locomotives) while
at the saine tiue the total loan liability in respect of all rolling stock amounted
to only £19.131 431, A saving of interest on borrowed moneys annually has
therefore been effected to the extent of interest on £12,912911, or roughly
£500,000 per annum )

laragraph 113

Tt 15 true, of course, that as a set-off against this there would have been
Interest from the investment of £14,547,878 had it not been spent in buying
new rolling stock, but it is doubtful whether to the same extent . s
Paragraph 114.

Iu addition to this it is verv doubtful whether loan moneys to purchase’
uew rolliny stocketo the extent of £14,547,878 in addition to what has been

spent out of loan moneys could have been obtained at the time that the
Renewals Fund moneys were so spent.

undsirable. course
anntal distribution of the
assets.

Paragraph 119.

asgets to shorten
thereby been used to such an extent as ccherr
T i i m:l;dmmn"yy follow that.the Revenue of that year b
their life, ther it lication of the minimum percentage woud »ld e
bem‘ ‘Mmp*f(;’tbe Renewals Fund the necessary :do;ww | o
‘ ibuti ﬁv;)u:m“ the cost of renewal ;ﬂ l-ho:l date oft r:;n:::n e st
tuﬂumxon, estim! for and brought abou more
' '.)‘;ma::;:‘thnn w:‘::on:mplned when fixing the respective lives
“use of the. s

v
Pamgm'phpsmnlm. e of Revenue as the mimmuin contribution of any one year
T(glx‘mmitm“rgeommenda should be 6 per cent
your

Paragraph 121. )
i tions
. : e costs sleepers and
! and repewing rails, pe

e “M“ o l.bol::uld beul‘n:‘el:dyc:dngwub the matenal costs on which
the :‘;S:;iltion rates are to be calculated and thet, for u::

Register of permsnent way material

e Ases Rogsir of pomamat vay moter

nsed are as follows -

-
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(@) That the annual contribution for the renewal of permanent way
and rolling stock assets during the next five or ten years be
60 per cent of the sum arrived + by applying the various per-
centages, corresponding to the .Cspective lives of each class of
asset, to the full original cost of all such assets in service ; and
in addition, a lump sum to provide for one-fifth of the estimated
expenditure on re-ballasting during the next five years.

(e) That the annual contributions”for the reduction of '’ Interest-
bearing Capital "’ be discontinued, as-it is in the opinion of your
Committee a wholly u y “tax upon R when full
renewal of all wasting assets is being provided for out of revenue.

(h) That the value of second-hand material releaséd from assets on
which contributions are calculated, less the cost of recovering

and disposing of the material, ete., be credited to the Renewals
Fund.

(1) That as a safeguard against the undue wear and tear of assets
in any one year due to abnormal traffic, the total contribution for
Renewals of assets as indicated in (d) shall not be less than 6 per

cent of the Revenue of the current year plus the lump sum for
re-ballasting.

i 59

AT : DEPARTMENTAL
. nriTH AFRICAN RATLWAYS HARBOURS
4 gepoRt OF SOUTH ATRCANC)TOR OTHERWISE, OF THE CONTRIBUTION
rqouu.m!lop“ ANNUM FOR DEPRECIATION OF PE
OF £1,500,000 AND ROLLING STOCK ASSETS.

See page 7°“<T SHowiNG THE NUMBER, CosT, NUMBER oF YEARS IN SERVICE AND VEAR
STATEME!

YEARS' LIFE OF ALL ENGINES AS AT
W. DUE ON A Basis or 29
IN WHICH RENEWAL I8 : ) 1925,

: Year in which Original Cost
g | Noprpsien | QSN | e
| £
| Overdue unlb:l! of
| 29 years’ life at | 0
i " ‘ 3lst M;ﬁf;. 1925 | ;m
2 - ‘ Do 8,352
3 © Do. 18,829
6 pr: Do | 4,006
“ | 37 Do | 8,607
4 % Do. 30,000
10 38 Do | 148,602
52 [ N Do. 12,592
4 | ) Do 45,344
16 | 32 Do 159,066
% | 3 Do | 2,526
1 ‘ 4 Do 200,476
66 2 o
— ! . 646,640
oA » D 262,358
s =
— 1925-26 908,99
309 2 1926-27 364.250
% % 1927-28 14,838
6 = 1928-29 168,961
49 A 1929-30 375,818
86 2 1930-31 78,136
185 2 1931-32 475,128
120 2 1932-33 544,59
127 i = 193334 167,524
% | 19 1904-38 11,402
4 18 1936-36 7192
3 2 193637 4518
2 16 1937-38 46,630
9 15 190539 2%,118
65 1 190940 132922
3 3 1MO-41 218,396
44 2 194142 176,187
F] e 194243 611,470
10 194344 632,10
9% 9 194445 194,508
89 8 154546 2299
z 1946 47 412,08
30 1947 48 913,797
65 2 1943 49 1618876
11 A 1949-50 1,544,316
8 3 198061 2238
E 2 198182 2,29
2 1 198-83 64,587
8 ‘ 195364 592,192
SO* -
1,904 | Average age | 1176808
| 18 years
+
) Average cost—
| £6,181

* Includes 42 Electric Locomotives at a cost of £508,544,



