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^-i^ I «aw Mr:'Ostvia attout this to-day.

;':’; Wa;twc) polata which seoaed to wa:jt fui'ther 
SSS'-'V'iooklng into:— ' T "■

'(i) a legal point. Boea the wopdiijg of aaotion
l' _ ' -

33 of the Oeneral i-oan and Inaoribad 
Stool^ Ordinance allow of t^ arrgt: proposed,

Iwhera ,.something loore la given than the amoont 
necessary " to make up the difference in saleable 
value"? My own view Is that v.e cannot .under '.he 
Ordinance, give^ any " turn" to inake the conversion 
offer more occeptabie to holders of the 0%, loan 
stock. Mr: Davis, I understand .agrees. It inltht 
be V.eil to consult tne .,egal advisers us to this

mtr^- ■ f- -e®

I. .. i
/

rate of a'ccumulatlon might, be taken at 4i5;.!
i whole period. The rough oalcuvlatlohsThere over the

will show an advantage.jfi that conversionsuggest 
in terms of " present value", of a sum of the

the assumption- that 
.leri.ed. If the exact 

confirm that msuit.conversion would

o
about 1; lou.oou, onorder of

whole loan wstthe

cif-isirti'ble ,even at the
c o ft i d e t’ ab 1 lind

t v'limcult

• .C seem

The Itm diate effect 
would relieve 
situation

V. card be

What us at present a rsos 
;and the thin,, would be prof i^tab ic ,on 

told hi...

meantime,the legal point

v.ati nO h'-irry.tne reOv^rC- the whoie.
pel-hap .1 beciii:

looked into )j 
The ‘and; -archmatter, domethln^, .more than the aifferen,;e in

have to besaleable value will a;iarsiiM..

givenja.ul It looks us if ai amendiaant of the 
Ordinance would be necessary to permit of tluit.

I assume that,as Important i;itere8ts are concerned

Uruinaaoe of thisand for obvious reasons, a.m

kind must be strictly conatrued.

- Ill) a financial point. The discussions hitherto 
have been ll.mlted to what one iiay perhaps call 
the more i.mmediate financial effect. Mr: Davis

Mr. Vejpmn.
to the hegal Adviser 

if the General

Before this goes

I think it desirable to see
precedent which would help ufl.Division have any

Kenya General Loan and Inscribed Stock
form, and questione of t

agrees that, before we can judge of the desirab-
ought to The

ility of the proposed conversion, v»e
Ordinance is in ooranfin 
oonvereion have no

have the two alternatives reduced to a common
doubt arisen in other Colonies. .

:—which would be the " present value" of the 
incurred in each case. We discus8«4

measure

full obligations

the detaijlB to-day;and he is having the thing 
basis which we agreed tmwiMJ.worked out, on a V *VC*#3r' Vwk*; . ?•;-1The calculations,ii^ei> ooftipleted, will show the

Wkrelative flhanoial advantage ( or diaadvantage ) 1
J>g. 4

i

Ol A
X^‘ of ecsMf^^Cai,qn the traaaaotion as a whole.

Certain aaaumptlona have of ooui-ae to he made: X

^ Vw^VLu.-. — -*\L4
-akt-Ow ,1^ .Jfinstance, we agi-eed that the sinking fund :•-i

ri'-fu;:-ri-. iiL
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rs,.os;vEe !..-_^.

- BI^Dapti
file as to this matter, liy 

wo points to
There Is aK>

r; recollection Is that the>ojer_^
aecide-which -ere of course^lnterl^^d^e

l/gal, the other flnsncUl. This ndfe^deals ^ 
the second polnte

• r * • -■

#i.-'

'i "A -n
/ik solely with

Hr: Davis has taken a
matter ^nd ^ :

great deal of tro^i-®
£.

if ouBtom permits 
.'e‘thanked I agree wl%|i- with this

I

1 acggeat that he be 
bis minute. calculation which seems theThe

la in 3tat:
moat suited to ail the circumstances

llo basis. The " present value"1, on the n 
-allowing for roughly l 9 per ... 100 from the 

he credited to revenue- 
the same for "doing

existing sinking fund to 
works out almost exactly

" and for " conversion”. The immediatenothing
various asaujaptions,

v. lth Slr1*fenry
advantage to the Colony,on 
is discussed by Mr: Davis. I agree
Lambert’s criticism as regards postponement of

fund payments: I see no justificationthe sinking 
for that, on a conversion.

to bOsil down to this: — 
a number of plausible assumptions.

The whole thing seems3.
r:

(1) conversion,on
assumptions, would involve 

real additional liability.
which are still however 
little or no
ill) the lame-dlate‘gato,if'the sinking fund 

it should be, would beis applied at once,as 
small.

» *

I formerly expressed be(Hi) if the view 
eorreot, conversion hSro would ne'oessltate ',p-

k
It would imply negotiationslegislation.

rather difficult character rtth the 
lhading holders of the 6^ stock ;and if they?

. i■M.-

i of a
ViPi*

than £ Ho ( wSich asomsI I held out for more
j

m
- i':- i114mM
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, quite ppotatla) any eonoesaion in that aattay 
wSuid result in a net increase in the real

f T
r

■• •rj

irtL^- Avy ^ ■r’ <*-r
I liahility of the Kenya Qovtr.

I Xi^)< I db not ttilnk that the existence of a bjS 
I stock, selling pound about lQ8i-109, is at all 
I prejudicial to Kenya's credit. The

f-
for tlB low price are well known:—Trustee Stock 
limitations, etc. Their credit la measured by the 
pploe of the 4^?^ g,took;and the recent issue 
makes that point abundantly clear.

4. On the whole,then—it Is a question of 
trying to balance various imponderabllla—iny view 
is that it la not worth while trying to convert. 
Bpt admittedly there is not much in it,either way. 
'ky guess—it oan only be a guess—la that Kenya 
will do better, financially, by not converting.

«
^ ,<Wu»KIf

reasons
^rr->Hc,

The feOth: April l'J31.
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''V1-.1 is unweil, and unable io ddalr•^Wc. A0 >**-nn '' jM •: . ;' ’'Dr.' J^hiela :

with this filebff#e;ie goes to Geneva'.

■
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V

He tiieFel’ore asked me to said It on to

Lord Passfield.

1V6/?1. ""/k/ v: ^ ^

'I'f '“^0
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28th August 1931,
C»nsid»rs would not bs Justified in converting 

loan and reoomtaende matter ha allowed to stand ever.
Sir J.Byrne e/o

a

I am afraid that 'ZW will be found 
engraved on General Hhodee'e heart.

The recent developments have, of course, 
put out of the quertiop any possibility of a

. ‘v • ‘

conversion loan within apy foreseeable period. -
For example, Mr. liavis, to whom I have spoken, tells ' 
me that there were in the early part of the month 
transactions in the 6% Kenya Loan gt 102 and 103. J 

Whatever wei^t, if any, should be attenhed 
to General Rhodes's point, it seraa useless -to^ - ^ 
into it now, and perhaps it will be suflicient to 
reply to Sir J. Ryrne, noting what he ea^s, Iwt 
remarking that, in view of the p^apged oircumetances ^.... <A

jZZ ^

^W. •p

3-^

r
V,

\

ISSSEi'^«w fe<.- ;■>
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1
but-if lat»r on b«

>^1,-
C--

f)p^itlo4.U 8tabili8«d:
the quSBtion -to be further pursued he y/rir/ 5/

'’Sill no doubt send an official despatoh ae 
already^,BUggeeted to him at the end of No. 8 
of the file.

.4 t ‘-^■:
mi--> m-iV■'■ >■-■ ■' -• UIf, however, you think that General 

Rhodes's point is^eally relevant, or in any 
case^uffioient ifflportance to influence the 
question of conversion one way or the other, 
Sir John Ryrne might be so informed, in which 

should get back to his view that it ie

mm
- — -----

-T .
_ e

y
case we
not justifiable to convert this loan at the 
expense of posterity, an') the matter would drop.

r
^ ^ 4C.

— ^

3«4'o

i

I have not been following the prloea for kenya 
. loans reoentlyjand in any case—in a tricky

matter of this kind—would not like to pronounce 
any definite opinion till the calculutiona 
had again been worked out on the ns* basie.

At present,there is of course ho real bosla; 
prices^a^lwp^ng about dallyiand no one 
knows hew^or when,they will become relatively 
Stable.
I would simply let the thing reet where the 
Govr: wleheei—that the whole matter be 
allowed to etand over for the present. If

C--

u hr^^-!

L / •*-

a^iur^ /6e—

^cu -

i,_-:
- V

-S
• :4jteTiytL wanV it j^aken UP again,it will be for 

them to make a'lmov#,

•me 6th: 'October ^siai;'. ;■
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Hiqh Commissioner for Transport, 5 
Qovkrnmbnt Housk,

Nairobi,
Kbnva.

<r Ofpic
Pbn TRAROI^RT.

I\
'. F., \

5<5“ September, 1931 
I. t

Sir,
1 have the honour to refer to Lar4 Paasfleld'a ] 

aesputch Transport, Kenja-Uganda,^ of the S7th of July, |

^ conveying His Lordship's decision not to re-open with the 
Treasui-y the arnmgement that the Transport Administration 
should provide for oontrlhutlons to the Renewals Fund at the 
rate of Bj- per cent in 1932 and 1933, and, thereafter, in 
the ahsonea of any further arrangement, at the full "life" 
rate, the short provision in the earlier years also to he 
made good.

/■

T

i
%

This important decision, in ooujunctlon with the 
financial position now confronting these Services ns a result 
of the general collapse of values of all staple products 
upon which the revenue of the Railways and Harbours depends 
so vitally, compels me to solicit your consideration of the 
problem, with a view to finding some means whereby the 
financial burden now resting on the Hallways may be ^ased.

3. TaJang the year 1929 as a normal one, but owing te 
a general lowering of values one fdr which a parallel may not 
again occur for some years, it produced!-

A Hallway Eeveme of. . . . . .   £,448,9&0
With Working TScpenditure of. . . . .  1.445.069 '
Leavii^. . . . . . . . . . . . . . . . . fl,003,891

towards mestlng contributions to the Renewals Lout

2.

-t •o 
vs IK 
K.

.K

If!aV

4^'
^1

Charges, Loss on Port Working and other ezpehdltore on Bst 
Revenue Aooount.

. 4":''***
m RIGHT HONOORABLE 

J.H. mOULS, U.P
SHJHKEAET OP STATE FOR THE COLQUIES, 

DOWBIEa 3TBSBT, S.W.l.
• I

- -A Aisaaki,-.0,4...
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In 3.989, iihoii th« Port loss was £81,620, the total 
aepreoiattoa and Loaa Ohargeo on Port Assets was £178,487. 
Io-4ay,,. those liahillties are £849,308 - an ineroaso of 
£75,881. .. ..

4.

Y

• s
Until, therefore, the trade of the Port expands so 

as to yield a rerenne in excess of that earned Ifi 1989, it is 
clear that the anwnal Port loss cannot ho hrougbt ii^oh lower

5.

than £90,000.
It is only hy the substantial economies which have 

been, and are being, made that in the meantime a greater loss 
can be avoided.

6.

The position, therefore, is that ths liabilities of 
the Railways in respect of (a) contribution to the Renewals 
Fund at the rates laid down by your predecessor, (b) loan 
Charges and (c) Port loss are:-

7.

Depreciation 
on Railway 
Assets O 3fj.

Depreciation 
on Railway 
Assets a

£7T7
483.896
654,180
90,000

(a Depreciation 
(b Doan Charges 
(c) loss on Port Oorhlng

356,671
654,180
90,000

£1,167,416£1,100,791

8. under conditions as favourable, therefore, as those 
which obtained in 1989, irtien the amount available towards 
meeting these liabilities was £1,003,891, ths RaUway woild 
fail to meet its oommitments:-

(a) When contributing to the Renewals
Fund at the rate of by. . . .

(b) When contributing to toe Renewals
Fhnd at the rate of ajS by. . . . .

9. I do not propose at the moment to attempt to re-open 
the ^estion of the rate of contribution to the Renewals Fund,, 
but I would point out that a rate of 8${ would have represent^ 

a reduction of £133,850 on the total of £1,167,416 given la
paxagznph..

£
96,900

163,685.

f/

•v

‘l,
•'■'1. -M 4 mMd
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paragraph 7 which rcaiiotlon, with the economies in Hailway

effected and still to te aohieVed, would■>

woricixig
enahled these SerTices to have met all liabilities.have

in the tonnages of the staple productsThe oontinued increase
territories being conveyed Indicates also that, butof these

for the collapse of the world’s markets, a revsna* in the 
neighbourhood of £3.000,000 par annum, which was ewpaoted in
1934. would have been received, from which the reserve funds
necessary also could have been created.

It will be clear from the foregoing that the
to the Renewals Fund the withdrawals 

estimated losses in 1931 and 1938. contemplated 
Transport despatch Ho. 151 of the 7th of September,

10.

possibility of repaying 
to meet the

/ViTV
in my
and of contributing to a Reserve Fund a sum approaching that/

which the Lords Commissioners of the Treasury regard as a 
mluimm contribution, la extremely unlikely until the

of the Hallway exceeds considerably £8.500,000, and 
then only on the clear understanding that no further capital
revenue

liabilities are incurred.
One reason for the financial embarrassment now 

confronting the Transport Services Is the fact that of the 
total capital expenditure 64f5 is represented by loans, 
analogous so far as the charge on revenue is concerned, to 
the redeemable debentures of a private company. 
Administration has no ordinary stock the dividend on idiioh 
can he reduced or even passed.

Another source of embarrassment is the increase in

11.

The

18.

the rate of oontributions to the Renewals Fund, to which I 
Ho private Railway, so far as I ajsalready have referred, 

aware, both oontrlhutes on a life basis in respect of all

■-'I

lit ^ V- v'-
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its wasting assets and also malntalas llqu.ia all its 
contributions as this Administration is cumptlleft to do.

In this coonection^ it may bs stated that from th. 
rSTenuB of tbs Railway £a,958,£b£ has bsen in»8st«d In Storss 
and now Capital Assets but which your pradsaessors hare not 
seen their way to recognise as a contribution in respect of 
depreciation in excess of cash raguiied to loalntsSis wasting 
asBBts in the form of an investment of what I haw# described 
as the “Surplus Renewals Balance".

Because the AdJBiniatratlon’s proposals for meetihg 
all the oomEiitmeuts of these Services and balancing Ite 
budget - propos..le baaed on well recognised Railway practice - 
have been partly vetoed, a position is created whereby, 
under normal conditions, these Servloes could not meat all 
commitments.

13.

14.

even

15. I am oompelled, tiisrefore, to eeeh advice as to 
what other means now should bo taJcen to enable the 
Administration to meet all commitments and place its finances 
on a sound footing.

16. Having explored every possible means for reducing 
working expenditure, and being of the opinion that, at a tims 
of depression suoh as this the resouroes of these territories 
oannot yield additional revenue by any rates revision, I can 
at the moment suggest only one course by means of which a 
substantial measure of relief tQ the !^ansport finances say

I have in mind the conyerslon of the £5,0Q0,0Cybe secured.

6 per cent Stock, 1946-66.

Statements are attached showing (A) the annual 
charge on the transport Services proportion of the £6,CX)0,000 
on the assumption that it could he converted at the rate of

17.

(a)....

1I'-’

il■&V.:t r V

...
itiy
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(a) £119 4i^ Stouk per £100 of existing Stoot, (b) £116 
4rJ^ StocJt pay £100 Of existii* SbiPfi, and (B) the 
oorrespoading charges aesiuning the conversion loan ooTild 
he raised at 4^.

18. These statements ehow:-

1,

Oaloulatlon (S)
Present loan paid off Present 
in 1946. New loan of 
£8,600,000 raised 
with sinking fund of 

without rest.

Calculation (6)
loan con- 

verted to £115 4i^ 
stock. Sinking Fond 
of present loan to 
accusiulate. Sinking 
fund of conversion 
loan £0.420.

Annum charge per 
£100 of original loan.
Present value per 
£100 of original loan.
Total einnual charge 
on AdmJ,nlstratlon's 
proportion of loan 
assuming in the case 
of (6) that the whole 
is converted.

Until 1946 £7.3
After 1946 £2.86 £5.658

£105.7309 £104.5312

Until 1946 £309,913 
After 1946 £121,418 £240,204

If it were necessary to convert at £119, all other 
conditions being as above the comparison with Calculation (2) 
above would be:-

Calculatlon (4)
Present loan converted to £119 4^ 
stock. Sinking find of present loan 
to accumulate. Sinking fund of 
conversion loan £0.436.

Annual charge per £100 
of original loan
Present value per £100 
of original loan
Total annual charge of 
Administration's propor­
tion of loan assuming that 

^ole is converted

£5.874

£108.6218

£249,3,74.

It is clear from the foregoing that there Is 
Justification for ei^ilorlng the possibility of raising a 
conversion loan, even If on somewhat more favourable terms 
than those used In the enclosures, hereto, and I shall be glad

19.

?

/-
• If* e» ♦*

V

i:V i..-

^ ■■ .i..'
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If I may be favoured with your opinion on these proposals 
with particular reference to calculations (4) and (6).

It may he also that the possihlllty of 6<^verting 
other loans for longer terms at lower rates of Interest in 
order to reduce the present annual charge Justifies '

investigation, and I should he glad if this also could he 
examined.

>•

20.

As the Government of Kenya is also interested ih 
this question its yiews will follow at an early date.

I have the honour to ho.

21.

Sir,

HIGH COMKCSSIOHEE.

i

L

--^'1 i .. V
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X.17020/1931 Kenya
o. o.

7 /lu/31Mr. Allen
Mr.

Mr.
Q.to. for Sir C. Bottocilay'a elg.Mr. TomUnson.

5t> C. BoUotiiUy. p. 
Sir J. Shuckburgh. 
Sir G. GrindU.

(
Downing Street,

CQMFIIir^NTlAL ^October, 1931.■fe.
PerrrU. U.S. 0/ S. 
Parly. U.S. of S. 
Secretary of State.

lU^

Thanks for your letter of
DRAFT, ; /;

the 26th (f iuguat, on the subjeot of
BRlOAn.'lH-GSNERAL

SIR JOSEPH BYRNB, K.C.M.G., 
K.B.3., 

C.B.
the oonversion of the £S,000,000

Kenya 6 per cent Stock 1946-86.

Clroumetaiioes haTe, of

course, radically altered since I

wrote to you in June last, and ire

quite concur in your recomnendatloa

that the whole matter should be

allowed to stand over for the pre»
I

If later you-Bho»14 wlhb tisent.

pursue it further, you ttlll no douh

put it on an official baeta aB-^ -~

Buggeeted ti.ipy letter of the; S4th
\

of June.

vSrgnedj W, C. (iOTTOMLEV.' j

r-
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j H E r r 1 V E D 
i ?''qrpi9?i

OFFICE

GOVERNMENT HOUSE, 
ifENYA,

• r. i EAST AFRICA

28th August, 1931.
a

’ly dear Bottoroley,
Tlie following refers to your letter 1702C/31

f of the 24th June on the subject of the conversion of the
I have consulted the

r'».
£,000,00C Kenya St ftook 1946-55. 
financial experts botn of the .9ail;my and of this Covernraent 
a;-,;! the conclusion I have come to is that we should not be 
justified in converting this Loan at ttie expense of posterity, 
Riiodea, however, makes tiie follovdng remarks;-

•I era in apyreement witn the views expressed in toe 
•last paragraph of Sir Cecil Bottoaley's letter of 24th 
"June, provided the Secretly of otate agrees tp oi^ 
"proposals in connection with tiie rate oi contribution 
"to toe Renewals Fund.

"Hie position will Oe different if contribution at 
"toe rate of 2¥/o is still insisted upon.

(T'

"In such oircuinstanoes it would seem that there 
"would be a definite advantage in convereion since it 
"would reduce our annual loan charge between now and 
"1946.

"It is suggested that Sir Cecil Bottomley be 
"advised in the terras of the foregoing and that the 
"matter then be allowed to rest until such time as the 
"Secretary of State has given a final decision regard- 
•ing our Renewals contrintition."

which lead me to reconmend that the udiole natter be allowed
to stand.............. .

(1)

ii



Ao

afeunMIBT HOWt,
KCHYA,

28th August, 1951.
#4

*• •
to stand over for the present.

%Yours siwerelyv

.• ■%

/.:
;.

I

. t
,V.'yj. .

Mini
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/H/t ;iri.
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/ 6-4«—
Do-BioKStl^et.

at-JUNwsi

6%l!oyeober. 1930.

K regarding the

Qonversion of the fiB^.OOO Kenya 

6 per cent Stock 1946-1956.

Kzechiel replied to Hoore 

saying that the Crown Agents have 

i been making enquiries regarding this 7| 

, . « !wU«r, and prouislBg:4o lef him too#

. ma-
JOSEPH KtBE.

K.0.ii.O..K.B.S..0.B.

Jtfyieu^ Vt 

> -tAa
iiloore wrote to Ezei

I
t'•?;

the t

Subsequently, Eaechiel sent
*

on the-20th February a letter givinga»

IP '
f ? ‘.:7 -

the result of those enquiries, aad I ■7

epoiose » copy of it for your infor^tioai
■?•• -

iwir-Financial Adviser, v^iq ad#l«ed us

CS& thi# we oonsulteii' .|aia|fi«l;i

tip F
as in the achoiapanying d^^.'<>f ;« minute i

;V;-

P-
... .,7

You will see that:'dated the 2nd iJsreh■.i ^f

-'r.-'-'



WL
.;tii

:' V- wis«d points - one legal -'t 

and the other financial.

1 Bill dial first

which, p|t shortly, ■ 

raised the question whetfe thefe- is 

any .authority under existing 

legislation to arrange such a 

conversion even if decidsd" upon. It

“•yT-

? -

Vi0m

the legal one.>'

is fully set out in the letter which, 

i sent to L^ert.on the fnd AJril,, 

and to which he replied on th« 14th 

I enclose copies of h^fh

(

.ia

april.

letters. Vie again o*8ults^-0^:
'--'S'-

advised thatlegal people and were

*|sr ^egiplation would he^neoessary.;:;'mmmmfx :■:

■ -r-as ..J o ^liilthe financial side, havisy

of j^ii^fe ngint4.Tihn had tatow
-i'J

ted gone to

?&:m . - Hongkong, sent Camphell a note dated ,

V the iVth April - copy enclosed -

giving him. the riesultB.of the-furthef
h, y'"

'., y..-:

Gomputatidns mad# oni the
Suggoa|ed

t-,
ja2.v.iy



y?'.

suggested by Caiq)bell in his mihlte
t:-. of the find Uarch.

Campbell advised^urther in 
minute of the ^.'"th apriJ,^bopy 

enclosed, '.‘ihile recognisinf that any

.y.:

I*
. -y

ti

conolusior. is neoetsarily largely a

matter of guesswork he expresses the

view that it is not worth while trying ■

to convert, and that Kenya will on the

while do better financially by not
-t-'’

converting. That is shared by ell of. .'V.t

us here, but I am sending you th^ papers 

in order that you may look into the 

raaityr with your-advisers and :^orm ypur

..>V> r .
V.

S'"|;«-v

-Opinion. I'f you concur-in piur'viev? .<

, it will be ssufficient if jou wi:|lrseh4

^me.a line to^ that effect so thafc^ we

rV - i
't

■ '

“St'*:;*-:-'
have your opinion on rocordi'\ 11^can

however, you think the question might

be further pursued it would he convenient

if
■

/. ;
jmmMiUB
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^ou would^.pav'ifS;firi«^^

1

i
f:y .«s,4s

’’Siryki 
" •''• °‘ ■•■‘^^g|y ’ll

a re^BO

A
lifAt of the enclosed paperf 

should, of course, be kept, Stlfictllf' 'I
st

confidential.
t

(Sifinedj'W'lT.TSOrrOMLit,
■'Ja

-J%'-
«;s,

t
o;:.' /! ,'• >.-•■

■ Msm^i
.'--1

'U
f

%i-
. /■

*r .

/ *
'- -i'■ i

*5-gSwr^f 7 tf» : 0^.-m 4£RSWgs;?'•y
"di'-

'ti 1M1 /:mmHi-

•.Cv
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4. MiLLBANK, %
Ui^^,B.W.1. %>

( ViOTODIA »7S0) ^SP-

> 29th any, 1931 .
V
35

u eTvTd**|
3a WAY 1931

Your confidential letter' Pf~ ^ ^

I see no objection to your

z
Uy dear Bottomley,

cy
[ 2?'th asy 1 /'02C/51.

sending the papers ebout the proposed Kenya 
conversion to Byrne in the confidential aeml-

I return the draft,on page 2 
of which I have made a sniell verbal alteration.

b

official letter.

< ^

J •v^ I gladly convoyed to Davis the 
appreciation of hla work expressed In your 
letter.

: I,>

ii *

sir Oeoll Bpttonley, K.C.H.O.
O.S.^

■' fV iKi
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Minnt# by Sir John CmbiA>«11 daU^ 2nd Uareb, 1931.

A
1 MW lir. Oavis about thia to-day. Thero

wre t»o pelats *hiah ssssad to aant furtbar lookln^^ 
into:-

(i) a lafpi poini. 3o»a tha earding ef aeotlon 33 
of the General Loan anc. inacribed Stock Ordisaitoe allo«
of the arrangement proposed, where aomethlng iaore la 
given than the amount neceesary 'to make up the 
difference in saleable value' Uy own view is that we
cannot, under the Ordir.ance, give any 'turn* to make 
..he conversion <^for more acceptable to holders of 
the 6a, loan stock. Mr. Oavie. 1 understand, agrees.
It mi^t be well to co.nsult t.be Legal Advisers as bo this 
matter. Something more than the difference in saleable 
value will apparently have to be given; 
if an amendment of the Ordinance would be neceaaary

and it isoka as

to pencit of that. 1 assume that, as important 
interests are conoemed, and for obvious reasons, any
ordinance of this kind must be etriotly construed, 
(ii) a financial point. fhe diecueeionehitherto
have been limited to what one may perhape call the 
more immediate financial 'effect. Mr. Davie agreee 
that, before we can judge of the desirability of the 
proposed convereion, we oupjit to have the two alternatives 
re<hiced to a common meaeure - which would bo the 
"present value" of the full obli^tione incurred in each 

We discusaed the detaile today; and he ia having 
the- thing worked out. on a basie which we agreed, 
fhe oaloulabione. ehen oompleted. will ehow the 
relative financial advantage (or disadvantage }

ca89.

of

m-, ■■
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r

of oonversion, en th» mnsootism m o iriiolo. (Cortels 
unuiptloni hoTo of coarte to b# aadoi for inatanoo, 
w ogroad tiui tho oinking ftmd raio of aaeaaadatioa 
■Igjit bo takon at 4i%, o»or tho aholo poriod. Ite roa^^ 
oalonlationo snggoat that oonvoroion will show as 
adrantago, in toraa of 'iproomt raluo*, of a 
tho ordor of about £100,000 on tho aaoumptlon that tho 
*olo loan waa conTortod. If tho oaaot oaloulationo 
oonfim that result, conreroion would ssodi dosirablo, 
erOB at tho 119£ por aoo rate. Tho iraudiaU offset 
would be eonsldorablo, and would rolioro what is at 
proaont a most difficult oituationi and Uis thlr« would 
bo profiUblo, on Uio whole.

?■

of

-I
t ■&

M ■-rr
'T. X. .. kiLf
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IP.MJP '
j:- HQM BT 815 JQHH OAiiraw.L PAwn antk apbti.. iQa»::A

f; . IhBir* ia B fH# as to thlo matter.
WoollaotieB 1. that there wre tw polnta to dicide - 
Aleh were ef conree to eome extent interlinked - 
legal, the other finaneial.

By-
K
j.-‘

one.I This note hy Ur. SaTle
deale eolely *iti’’the second point.*

2. Mr. Darie has taken a great deal of trouble 
I agree with his minute. Thewith this matter, 

oaloulation which seeme the most suited to all the 
oiroumetanoee is in Stat.l. on the £116 basia.
"present ralue" - allowing for roughly £9 per £100 from 
the existing sinking fund to be credited to 
works out almofft exactly the same for "doing nothing" and 
for “conrersion".

the

rewenue -

The immediate advantage to the 
Colony, on various aseumptions, is disoussed by Mr.Davis, 
I agree with Sir Henry Lambert's orltieiem as regards 
postponement of the einklng fUnd payments^ I 
Justification for that, on a conversion.

see no

3. The whole thing seems to boil down to thi»c 
(i) conversion, on a number of planeible

assumptions, which are still however assumptions, would 
involve little or no real additional liability.

(ii) the inmodiate gain, if the sinking flind is 
applied at once, ae it should be, would be small.

(Hi) if the view I formerly expressed be oorreot, 
conversion here would neoessitate legislation, 
would imply negotiations of a rather difficult oharaoter 
with the leading holders ef the tf, stooki add if they 
held out for more than 4116 (idiioh seems (piite pnbable)

It

any oonoession in that matter would result in a net 
inoroaso in the real liability of the Kenya aeveraiipit.

(iv) 1 do not think that the existenoe of a 6^ 
stock , seilint, round about 108t-109, is at all

#isj(.iiioUi:;^,:, 4,^
k-
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t;-- prajBdioial to lbm7»'a erodit. nto rwtiona for tho 
lev prtoa aro well known: • fruatee Stock lloltotloM, 
etc. Their cradit ie mooeurad by the price of the 
4i% atook) and the recent iaaue nakea that paint 
abondantly clear.

4. On the whole, then - It la a qaeatlan of trying 
to balance rarloua impondarabilla > ny view ta that It la 
net worth iriiile trying to oonrert. But aMttodly thofO 
la net Mioh in it, either way. Uy 0ieaa • it ean only 
be a gaeaa - la that Kenya will do bettor, flaanoially, 
by net oonrerting.

■»v

<
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A

m

r
^1*

s.
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l^Jadiolal to JUnys'o orodit. Tho roaeono for the 
low prioo aro well known: - Trustee Stock lialtationi, 
otc. Thair oradit ia meaaured by tha piioa of ttaa 
4,i/% atooki and tha raoant iasue makaa that point 
abundantly olaar.

4. On tha whole, than - it ia a <iiiaation of trying 
to^;,l|alanoa rarioua impondarabilia - ny via* la that It ia 
net worth while trying to oonrert. But a(faiittadly thora 
ia net aaioh in it, either way. liy guaaa • it ean only 
ba a guaaa - ia that Kenya will do bettor, financially, 
by net oonrerting.

* ■

I •

i
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J/r. K
• nonfiM^wtlal.^iir.TowUnuon.. ^ ^ ----

1^ Sir C. BoUtmiv. /f- »"■
Srf.SImMMek.

SlfG.GriKdh.

Prrmi. VS. tfS.
Pity. VS. <^S.
SrcttUry rj StaU.

■■-' ■«

Downing Strest

OI
<1

o
V) ' W- -ft'c

yf

On the 6th BowenUer, 1950, roovWi.
■ .' ■' ' ■■ J

(nno, to 2) '* wrote to KseoUiel regarfllng the oonverolon ^ 
Sin JOSEPH BYKHE, K.C.’/.G., v 

r.B.E. .C.B.ll

rDRAFT.

of the £5,000,000 Kenyw 6 per een^t ' ‘itoclc ,’

, S’s 1946-1950.1 replied ta^MooJ* eaying ' 

• ^ that the Grown Atients tove been making 

^ enquiries regarding thh matter, and

(see No.2) 
. INO.21

v.''

EaecMel

jeby-EiechisUS 
^------ Sir

i 1
(4

::i
■Jlet him know the result.
;S(4> ^......

Subsequently, P.zeohlel'd'lnt IDS

"... ■ r. t'..lif 1:.-... .- -.;.
l^^e 20th lufihlOJ^ a. ll^tar tM(.No.2) 4

/Ual^ruliu

^ pf tiipap ^uiries^^and r

it toe yoiii:;ip&ri^ion.
-k M

eo'ltoewe eiSilfela ei^
■r ' •;■ (AdwJEser, who ■adTlsed. uBihfl I'n-tho

^2 drafts «■
/X ■

ooooiop^nylhK copy of a'minute dated the
f ■

- ,A
4 Ke'ralKbd two^Maxoh. Ydii will see tha»^/■k

.r :i-s."'..;K;....
: - ^ ," '-.-■4^;. ;■,

- Ar
W-K-*-' • ■!'



• , . .•:,••■.*r V- •■•t -----
^-i.-r 'V

points - one ieitti and JJlia other financial*
M - \ "\ " \v :. .- ■ ^

ai^ ifwillj'^eaX first with the legal one,
’ - '■' I

whioli, "put shortly, rslsedt-the question M

whether t'4er|i is any authority under existing

;lo^slation to arrange such a conversion even

“If decided upon.

rr Mn>Jr
It is fully ees*^ in the letter.1;

f
which I sent to’Lambert on the 2nd April, and (31

to which he replied'on the 14th April. (41I

enclose copies of both letters. We again

ooneulted our legal people and were advised
- :;
tliot legislation would be necessary.

On the financial side, Davis of the
e>^ tk. 
hn fjem EzechlelCrown Agents

(5)who had gone to Hong Kong, sent Campbell

:a note dated the' 17th April - copy enclosed -
h h
' giving him the results of-1^ further 00m-

■ ptatipns mad? on the lines suggested by 

: §«mpbeli in his minute of the 2ad March,
- .4

Campbell advised further in a

minute of the 20th April - copy enclosed®
• ;5:i5

ttet While recognising that any conclusion 'll'.
.‘t'l :• h- ts:



^r-^.
*^:r: .

■■-s*

■

tr
-l«re«Xy, • SBttsr 'll(^^^euessworj

^’-4, §.^:'iis 'S'iiJraBBas th# yIbw that It l|t. B®'t' "Ore’ll
.0:
while tr*jrlns to ooiiTerti ajiS that Kenya

wiil/do better financially by not conrert-

fhat ta ate view +* iB snared

all’bf a* here, but I am sandln*; you the

papers In order-that you may looK late the
'■ ->

O^ter with your advisera and for* your o*a 

aplnlon. ff yoii concur In our Tiaw, It wiX3

:r.^;^._gj(fflclejit If you will sand me a IttuT

I to that effect go that •■■e ean have your

I If, however, you tninlfjopinion bn record.

the question might be further pursued It .s

t:,-.
would be oonyehient If yon won^ put -It ^ t

:S . an offiolal basis, and send a reasoned

■ -,r. . despatch to the Secretary of State In the

of course, fee kept strictly 11^ '^.’4

■- - - - - - - - - - *.*,

.- :rri4

‘?%-4
'

l^V'

W-';
i:-.

>
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'xn^my'
Kenya.'r.iVr" S«-:.>■■i':-■;■■■

Ut.
V f Mr. TomUnsm. /

X sfr C. /f - ^ \
Sir J. Shuckburgh.
SirG-GrinOt.
Permt. US. o/S.
Parly. V.S.O/S.
Srcrrlary o/Slalt.

Downing street,

/i
ai "ay.lSii.Confidential.

•• •?,

Many thanks for y ^etfer of'

DRAFT. the 14th April .et.arding the question of

L.'.II3Hi!T.K.C.’'.t;. ,C.B. the conversion of the £5,000,f)no Kenya 

b per cent^took 1946-19^6.

SIH liKNhf

Your letter

has been shown to our legal people, and we

are advised that legislation would be

nsoessary.

But after consideration of

Davis' note of the 17th April, Campbell,

while recognising that any conclusion Is

lll^ largely a (natter of ghsaswork.neoessar

haa expressed the-vlew that It le nbt wortli

vihi'le. trylne to e'.oiwerlifj^ aod ttot Kenya

A.
wi'll/do better flnaneially by not oonvertin 

Heyel^ all^ooncmr in •frhls view, but we

\

^ j;.i

drafts
gl''? -the Oovernor.an.

%
\\

Li '■ •

V'''^px ■
..

opportunity-of forming his own opinion, aili•V-"

f
■ ■- \

ifiL-:.'?
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If you ha!t>9 no objootion, ,1 propooe to

write to B:rrna as In tbs acoompanylog

draft. I also enolos4.floples of Campbell's ,

.ulnutSBof the 2ad-Uaroh and 20th iprll.
'}

rou miebt llko to bare on oonflden>r:
T hopo you will not objecttlftl record.

to our sending copies of the other papers

^ which the draft purp'>rts to an-^losa, as
j

’ it is obviously the most convenient course
f ,■ '

1^-.

■ and I am ashing Byrne to treat them as

atrtctly confidential.
ir
P-'. We all agree with Campbell that
r
Davis has taken a great deal of trouble

over this matter, and we should like you
I ■'!

! to toll him how much 'tie appreciate the

valuable help he has given ub In oonelder-

Ing this intricate bueltiess.

'f-;-
(Sl^) Wr«;flOTTOMt«tj

Cr

f
if

pfs^ife,' 
finite
V-

tm,.mm
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i;' Sir John .S&mpbeJJ.*

m \ tr'-.
-Tl

ponTarslon of Kenya 6)t Btook 19*6/56

> The proposed oonTeralon of this stock 
Kenya 4^ stock 1961/71 likely to prove so
good as It appeared when we dissuased the aattei aoaie 
time ago I If skamlned on the basis which you have 
suggested*cv

We have prepared the attached two statesents 
with a view to finding out how the present liability 
of the Colonial Covernmeut In respect of the 6j( stock 
compsirea with the liability which would be Incurred 
as the result of a conversion*

You will see that we have allowed for the 
conversion of £100 Kenya 6^ Stock Into (a) £119 
(b) £115 Kenya Stock 1961/71* 
unreasonably large amount for a holder to expect and 
we might) for the present, work on a figure of £115* 
in the memo enclosed in Sceohlel'e letter to Bottonley 
of 20th Pebruary we assumed that a holder of £100 of 
the (>% stock would be able to sell his holding and re* 
Invest the proceeds in £111*5/- Kbnya Btook 1961/71*

A
Thia^was based on a selling price of 111 for Kenya 
stock ai4 a buying price of 98| nett* (l,e» exoluslTs 
Of aocrnad^but InoludlBg ocMiasioa)* Theat prlow 
■eaned to b« to tho advantaga of tha 6^ stoo^oldaora

■O

•7

s
J

£119 Is an'•■Ji
‘ t-

/

4^4

/

I .
1^.. \
■ ^ > •VI.Ls.yC^ and It might prove possible to Improve on the figure of

- -

Am a Apir

£1
r.. IB Statement lo*1 we have assumed that if and 

tdMn the 6{( stock is redeemed in 1946', it wiXl be

/Bboessniy

A"''''
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Md tho roto of USS
-.- .'S,

tQT MiaktBs nuidi
f

'•v, :
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haa theroforo boon taken at the a rate, jn
Btatanont n*2 we baTo aeauaad 4% p^. a* tbO Tato.■f.

t:-- la both Btatemente 4^ p.a. haa been taken aa the
U ,5 aotliated rata of earning for the existing slnklre

w»tlH I94i - thla pi a fair rate hawing 
tei^d to the fact that the 7l«ld on tha InweatMata 
aXroady held la at the rats of orer p.a.

on a 4i$( baale (statsaMnt Ho.1) the difference 
In present Talus la approzlaatalj/ln faTour of tha ^ 
stook, but idien the £9 idiloh, it la satlnatsd, eould 
be released to reTonue for erer? glSO of if steak 
oonrerted is taken into aooaunt. this dlfferanoa

'V

dlaappears. On a 4)( baale tha dlffaronoa la estliwted 
at g15.3f, or, allowing for tha g9 to be ralaaaed to 
rewenne out of the sinking fund of the steak an 
oonTerslon^g6.3 nett In favour of that stock.
Hut 4jl Is a very low rate and If It la ass«asd that 
yields will not be lower than 4;t by 1971 • higher 
average rate ought to be taken. it Is laqpoaslbXo to 
say what the rata will bo,but if we aaavaie that on,the 
baele of oonparlsaa whloh you have saggaated the pgresertt
valne of the liability raspsot of tha 4^ lean wouU 
be about 3f •> *}t Ugher than that la the ease of the 
^ loaa''^lt should be a question of deetdlng etaether the 
annual saving in rasi^ot of Interest and slnMeg fUsd 
oontributlona untll'liddi^oufir^lfei^ inportauat t« 

l^nya thin a possibly tadsietr HabUlty fweai t9«« M
mH ^ ^

fe".
■ ?;

im-'' ■ %
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■,.v■v,:
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present eliarges on 
<100 Kenya 6% 8tlc«

H«« ohargee on £115 
StooJc 1961/71

2.58 January, 1932 
2.58 July, 1932 
2-58 January, 1933 
2.58 July, 1933 
2.5a January, 193* 
3.35 July, 1934 
3.35 January, 1935 
3*35 end onwards

£3.65 half yearly

The annual saving In respect of^every £100
6^ stock converted Into £115 etook 194-1/71 would,

V
on this basis, be £2.2.10. until the sinking fund

If Itbegins, and at the rate of 12/- afterwards, 
should prove possible to do better than £115 the 
position would bo Improved not only on a comparison 
of the liability but also as regards the annual saving
to Kenya.

1 have shown the above and the snolosures to
He orltloises the allowanoe made InSir H.Iambert.

tbs statements for the postponement of the oontrlbutions 
to sinking jund on the 1961/71 until 1934. “4 »“ 
the contemplated new loan to be raised after the repayment 
of the b% stock, until l950^on the ground that as Kenya 

allowed three years grace after the 6% steek was 
Issued there is no reason why they should liet be eaUed 
upon to oontrlbute to the new sinking funds wlthsmt s 

ihe only reason tv poatpd^iag the ei

wars

-■ rest.
1<f a slaking fund is to enable the railway or .other

entojfpwtod to be oonatr^oted out of the loan meney^to begin
tre .swah reason can apply In the case of a■--to .eai|i.

\

m



the amount or ^
riret tisTM y«ar» »^t«r o<mT«rilW
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ar the e>0> oonfirm thta Tle« 
tenjra durtne the 
would oe reduoad to tuab an extant M to malca tbl!

, owtareKW or llttXa ndTantaga to tba Wlony.
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Tl«w Ui« amount of aaTl^'»o^ 

nrat tbraa yeara a^tex oonwaiwi
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K: f •

tf the 0>0> oonfira tbla 
aanya Auxinc tha 
would•»• ladttoaA to attoH an amtant M to maka tha
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V eoaxaiaKW of itttia ndrantaga to tha polony.
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- ^ ^:-. ■ -'■ !./'.—■'if ■#%...., (») £119 ttnya 44X BtooJt 19*1/71
: Ji:;:'!

:yi*

\1y^i. i-■*■'■■

r

I
Vi. JK1M 40f StOQk: ,i^S‘sa*„4i.'V^=il,y

Ic«s«Bt Tala* of faalf-]r*arl7 pajpaeat of £3>*5

. *
(t>) £115 X*n}a 4^ atoek 19*1/71 .*• M 15*1^ MPt*.1931<

*5*355 iat«t«*t - 41.314 aiaklaa H*ttm 1.7*3**'

m-
(a) £119 4|;( Btoak abbuaI ckarB**

I foe a p*clo£ of 15 year*

j, 3.65 * ai.*4532 {• *¥( »*•*) Raiant Talus of half-ysarljr payasat of 2.*775 
fair a psxled|*f 2| ysar* l,s. froa Ist jaB.1932 
to 1st July 1934.
2.6775 a 4.6794

valus on lit July 1934 of a balf-ysarly payasnt 
0^ 3*33*5 far a psrlsa of 3*4 ysars 
3.33*5 a 35*6866

PTssent Talus of £116.9969 dus on 1st 
July 1934 l.a. at snd of say 2\ ysars 
(2i ysars) 118.9969 x .894? s

79*005*
JfesraM (1) tltat £5.000,000 Loan now outstanding will 

)M paid off SB 15tk •spt.19*6 (2) that th* sinking 
>Ud on that dat* will haws aoeunulatsd (sso 
attaAod statoaont) to £2.*00,000; that It wlU bo 
Booossary to hoTO a firosh loan In ordsr to ralss ths 
balonoo^Tls. £2.600.000 l.s. for 52;t of ths original 
anoogt; that this now lean will bear Interest at 4|)( 
por annaa. will bo ropajrabls in 1971 (th* sasia year 
no th* 4M Btook) and will haw* a sinking fund at a 
rat* safflolont to onsur* Its ropayment in 1971* 
Xhan in respeot of th* £52 th* annual oharges would

2*3*
1.512

12.5290

s
118.9969> f i 

■'4
■2

106.4*65 10* .***5 '4
118.9955b*t4 interest

Sinking pond (froa 15th 
Wtreh 1950) (b) £115 *i/t stock Annual ohargSB ^ 5*17|

Present value of half-y»«jly payasnt of 2.5875
2.5875 X 4.6794

Talus on 1st July 1934 of a half-yearly payasnt 
of 3.2215 for a period of 36* years 
3.2215 z 35*6866 s 114.96*3
114.9643 X .8947 s 102.8585

interest 
Slaking fd.fr< 1*7*3**Tnln* on 15th sept.19*6 of a half-yearly

payaont of £1.17 for a period of say 25 years
1.17 X 29.8343 a 34.9061

Proaent Tolu* of 34.^61
34.9O6I X .51290

12.1079due 15th Sept.1946 •*
17*9061

Taluo on 15th JIaroh 195O of a half-yearly 
pagpsnt of .756 for a period of say 21 years 
.756 X 26.9879 > 20.4028 

Prosont Tala* of 20.4028 d 
20.4028 z .4389

102.8585dus on 15th liar oh ')950
8.95*7 114.9664

1105*8662

tSini^ixis fund contribution at a rate auffiolent (on a 
p«a« basic} to radean loan at its dua data*

h
U:i•Vps

'A
-A. -
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Tha praaent f«lus of tka annual ctaargaa on

(а) £119 Kenya 4+jS Stoolc 1961/71

(б) £115 Kenya 4^^ Stock 1961/71 M on 15tli Saptwkar 193I

4^ Tka praeant Talua of tSa annual ckargaa on

£100 KSm 6X STOCK 1946^6 M OP Igtli Bn)tanOer,193j

^ par annua 
•6«-« par annum

mtaraat 
Sinking iund£l

Talue of Kalf-yaarly payaont of £3*65

£100 Kenya 6% stock

(a) £119 4^^ stock Annual oUargea mtaraat
Sinking Fund from 

1.7.34 K
praaant

for a parled of 15 Foara
praaent laluo of nalf-yaarly payment of 2.6775 for a 

poriod of yeara, i.a> from lat January 1932 
to lat July 1934 

6775 X 4.7134 (4^)

Value an lat July I934 of a half-yaarly payment 
of 3*411 for a period of 364 yeara 
3*411 X 3B.2196 (4^) a

praaent ralue of 130*3670 due on lat 
January I934 l.o« at end of aay 
24 yeara
4 yeara 130-3670 x *9057 (+^) e 118.0733

81-74683.65 X 22*3964 (O *%)
aaauaa tkat £5,000,000 loan now outatandlng will

, will Da naooaaaury to have a freak ^an 1“ 
Lar to ralaa the kalaaoa, wdai- £2,600,000

12*62012* ■

130*3670smfuta?
•t a rau auffiolant to anaura Ito repayment in 
1971. Ikon la roe pact of the £52 the onnuia 
ohargaa would lioi“ Intaraat 2*98

Sinking fund (from 15t^»oh 1950)

118*07^1

130*6934
1*602
3*682 (0) £115 stock Annual ohargaa

preaant value of half yearly payment of
2*5875 •
2*5875 x 4*7130(4^) a

value on let July 1934 of a half-yearly payment 
of 3*296 for a period of (aay) 36^ yaara : 
3.296 X 38*2196 (*%) s 125*9718
125*9718 X 9057 {*%) a 114*0926

5*175 intaraat 
1*417 sinking fund from

1.7*34 4valua on 15th saptamber 1940 or a nair-yaarxy 
payment of 1*04 far a period of aay 25 yeara 
1*04 X 31*423 . 32*6805

praaant value of duo 15th September 1946
32*^5 X .55

12-1959
18*0419

vttua on 15tk naroh 1950 of a half-yearly payment 
of *801 for a poriod of (aay) 21 yaara 
*801 X 28*2347 (4^) a 22*6159 

praaant valua of 22*6159 due on 15th March 1950
■ 22*6159 A *^6l {i%) >

114*0926

10*8694 126*2685

110*6581
4 Sinking fund contribution at a rate auffiolant on 

a 4)( haaia to rodoam loan at Ita duo data.r \



KBSU. - Slnklix Wnd 8t»<*

as at:
XOBlnal7b« 0«A*B Amount s

-^89 12 10 , 
37056 10 7 
28971 1* 5 
11587 18 '

86704 8 6

96924 17 -

4631* 6 8 
1472 6 2 
3329 6 9 
1256 8 1 

44280 9 9

# 795936 5 2

36329 18 8 
27076 7 6 
13632 16 6 
81032 3 6 
88113 10 - 
454O6 4 2

1443 8 10

4214 7 *

1295 5 3 
♦7l0fc 1b - 

1000 - - 
26785 17 8 
27942 - 7

3132 2 .4 
12670 19 7

Kttlana »tk.1923/*5

^ WJl S5 Stk. 1946/53 
0.Coast 6jt 8tk. 1945/70 
.janaica 3*# Stk.1919/49 
Ksnjra 6% Stk.19*6/56 

\igsria 6J( Btk.1949/79

Stk.1947/57

5^ atk.l950/60 
SJIlgerla 3i# Stk.1930/55 
Straits Stk. 1935/45

H.Zealand 5? Stk.19*9 
4** Stk.1947 
4j^ Stk.1945 

Caps 3tJ< Stk. 1929/49 
j»tal 3Jr;< stk, 1934/44 

do stk. 1929/49 
Mlddlossx County council

Stk.1927/47

•’V,

102

107

85

107

110

102
do

102
do

79

97

94

90090
do

24107 5 11 
22912 9 3 

2693 12 4 
9756 13 1

90do
82

66

77

20060 - -852 3600

^443,017 19 4£446,718 4 9

3940 2 9^ 
900 17 -

On Deposit 
in k/a

t
£447,858 19 1

892696 13

1499482 2 19k-
k .

£2,392,178 15 10
c •

i ^ ■■ ...

' 'll - ’ ■ - J
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TToTTvecTI
TO

UM90E. B-W.l-I iVtCTOm* TTSO) V/•
/,y ^ ivth April Iffl

Hr dear Bottoaley,

J Your letter ilo.17020/}1 of the and of April 
concemlng the question of converting Kenya 6^,

A converalon aueh as we have recently been

Tie
V

considering sas not conteiq|)lated when the aodel Oenersi} Ixiaa 
and Inscribed Stock Ordinance on the lines of whlcdi Kenya

I egrea that

z

CV Ordinance No.17 of 1921 la based was drafted, 
there Is nothing in Ordinance 17 of 1921 or In any other 
Ordinance which would pemlt the Governor to sanction a 
conversion of this kind; on the other hand, I can sea nothing 
in that Ordinance to preclnda the (bvernor fron offering 
an arrangoaent with the holders of the (fll stock for the 
eonver^lpn of their holdings into sons other stook which they 
are free to aecapt or reject. 'Whether the Ooweiewr gbenld^ 
do this under his osacutlwe posers or Whether he ehenld 
obtain the necessary ssoiotlon in the fom of fresh l^lsletlon 
ssens to be a question of general constitutional usage.

o
I “7

cs

i i
4- y

1^

flr 'Oeoil Sottoaley, -r

•7,
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I return the copies of tbs QrAlnsnasSsns 
/ Olreular Despatch which you encioesd is y«ip Utter.

Yours elneerely,
~l..

=ij

y.

. 7^ • ■> s..v;

..i.
I •S' I*-■

•,i
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0.0,

C. Bpttoailt'i'H rV. , -..'
W'^:•:

For Sir-
v/

*
' Sir /. Shttckburgh. 

- Sir G. Gri^. 
Ptrmt. U.S. of S.

. Parly. V.S. of S. 
Saerrtary of SU^.

j't'j'. p(+»v.LeuwrXK/<r,

>' You will no doubt kno?®iiit 

Ezechiel wrote ', > ice on thei^Sh
ti DRAR.
r SIR HErei UHBIiRT, K.G.Li.f'..,C.B-.

lebruary with re-^ard to the ouestion
/-fi/

of the conversion of th^l'enye 6jrf - 

^oen 1940^50, which has been discussed 

from time to lime in recorit' years. !

y
i

k

I.

iipart from the financial aspects 

of the icatter, which h»« be*'n^lookedif-

into, there is a legal point which I

should like to put to you. It is t^i’le
legislafron

is there any authority under existing 

io arrange such afcoi^i^aioo ie^n 

,deuided uppn^

;■

. i

9- ■ :fhi^|9a^|jh#:fe§|uthori5^r
Uie'^ecific ■ hoahJlrii^kceh^.'BS;:# 

i9R]jjtnd ttasVissued undtfr. lHd

- ?••
. -^■

'ti*"
i

ii'ds;few.
, '1^..

*0'4i‘«W’V ,0. ‘ 'T-
.;;^pioi^r#:the-GeneralJiSai,, and

%
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iBBarilief l&took Ordinuno* Ba^7
' ■■ ■■

|.v-,oX
-■■ji ..'^. . '-t ,.' ., . . ^ -,j^

letter OirdlBitDce

I'i
3.eei8lsitlOf3si theo in fbroe ^ r^-^

” 5„ti» 33 £.11.. ..,-i'- - 1

:^mbatia eeotioDE 31 and 32 of (sBb //V .• j.

.i''Big*ri«|r Ordioaoce Bo.2« of 1916/"
••' ir.

i and also seat Iona 31 und 32 of

the SSodel Oi'dinance sent oat to

the Oploilea In the Seoretar; of

State's circular despatch of the

ym ilay. 19i3.

Section 32 of the Kenya
P ■

^Ordinance !»ives ttf the '^.overnor,

subjeo't to the limitations imposed

? by Section 33, certain powers of
&

conTersion; but,, as at. present
■'i-s

.advised, Bushe thinkf .these powers
■ ^ / •:

i.' Shly apply to ioMe'oats'tanding

at,:the. time the Ordinanoe was
ft

and do not confer' on thepaesei

^■Ccvernor any authority to convert
i;

/’ ; loans isaufd suTsiequeiitly.
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j

that interju'etation there is,at
■■- i

[■reaur.t no lc,;'it.lo L ive aulliorily

ki;ri;icr '.'.'’.loli l!!!. l:''i Oufi CCul'l

;;ri’ial Ordinanceccnverte;: ^nc l.

liOl.lr ''C i.c'-u;t^;'V t .. riv^J^J'tect to 

it , r iceeded '.vith.the . :• I
'.ir.'

::hould ..u*’: .r-iired if you would
•i,

leL lilt l.iiuw hov, fur 3 ou upree v/ith

It!ec uL-Jve aai'fuii'.ents und c-nclusion-s.

J

F

*--
■3(

^AAjJU .d-0
ej. . ;

• V''iiSned) W. O. BOTTOMJ^y,
• > i -:;f
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<^K '■ A4, MILLBANK. ,'r/
WESTMiNB-^ER.

LONDON. 8.W.I.

(VICTORIA 7730)

20th pehruary, 1931.
<

/■ rDear Bottoaley,

1 enclose a copy of a letter which I have received 
regarding the Resolution passed by the

3

4■+ from H.M.M.Moore
Ol 3Advisory council with regard to the interest and 

the Kenya 6l£ Stock 1946/56.
•3Railway

■3 Jsinking fund charges on*7

3
writing to Moore to say that we have been making; ••I am

entjuiries regarding the possibility of arranging an offer
i

to holders of the 6* Stock to convert into some other issue 
which would be advantageous to the Colony and the 

Railway Administration and will let him know the result.

3

on terms
1

'S

we have consulted our Brokers as to the possibility 
of arranging such an offer, and as we have recently issued the 1 
Kenya 4il8 Loan 1961/71 the first sinking fund contrlbutlob 
which will probably not be taken until the Ist July, 1934;

1
■j

iAe
‘i
A

Sir Cecil Bottomley,
■4



- 2 -•

wo hav^ tlionght It advisable to aake enquiries with a visa to 
ascertaining what sort of terse would have to be offered la

order to aake conversion Into that stock attractive t? holders 
pros enquiries made by our hrokerstof anof the (H Stock.

Insurance Conpany which Is the largest Individual stockholder. 
It seeaa that the best terns (fron the Kenya point of view)

1
»

which that Conpany Is likely to consider are a conversion on 
a basis of <"119 of the stock 1961/71 for every f.100 of the

The enclosed neniorandon shows shat saving(,% Stock i9if6/56. 
would be effected by a conversion on this basis.

It is Impossible to say to what extent holders of 
the Stock, other than the Insurance Conpany referred to, would 
convert their holdings, but If a conversion scheme on the 
terns suggeatod Is likely to be acceptable, I think we could 
arrange to convert at least f690i000 which we hold 00 behalf 
of various Colonial oovemnents' Funds. A conversion of this

tew

anonnt in nddltlOT to f150,000 held by the Insurance Company 
would mean a saving at the rate of £19,600 a year up to Joly 
193A and £7,600 afterwards and in addition a sun of £9)0,000

could be released fron the sinking fund of the 6i Stock and
transferred to revenue Innediately after conversion.
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will have to consult the Treasury before anythingpresume you
can he done, hut perhaps you will let us know In due course,

whether It Is desired that we should pyoqeed with the matter. 
If meanwhile you would like any further explanation^, Davis 
here, would be able to give them to you.

Yours sincerely.

E."
■i

-vS

V •
< '**■

Si_nii
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1 oov:5iierM!3iw Hcusa# s

NAlROBlf

KElfYA*

6th November , 1930*
%

Dear Mr•Ssechiel,
The following Reaolutlon with regard to the 

Interest and alnhlng fund Charges oh the 1921 loan of 
Five Million pounds was passed by the Railway Advisory 
Council at its aeptember meeting.

"AQRSEID to suggest that tlie 
question might bo oonsidiWMd 
as to whether the present la a 
desirable time .o try and redeem 
this loan and whether it would 
be to the advantage of the Railway 
Adiuinistration to do so."

attention has been drawn to your letter of the I5thand my
February,1924, to air Robert Coryndon and to his reply of ■V«

the 26th March in tliat year.
I understand the question of loan oonversion 

aisoussed with you by the late Sir Christian Felling 
in June,1924, and later by air Edward Qrigg in April,

1927.

•<
waia

'2?

not wish to raise the matter in formal 
the aeoretary of State at the presenttime, 

aa Sir Edward Grigg has, I know, always held the view that 
should Closer Union in East Africa be effected, the loan 

1927 and 1928 would perforce be eitamlned 
with a view to separating items of Colonial from Transport 1

I do
3

ueapatohea to

iasuea of 19^1I *

loan finance.:<
I should, however, be moat grateful if the 

question qould be borne in mind, and perhaps, if ^ou eo> J 
an opportunity of doing so, you wwl4 dtsouso, the auMer 
with Sir Edward >*io is now on leave In giigland.

yours slnoerely,

I.
"s: •

k

i S.H.ihEdfilEl, BSQ
THB OROWM AHEM'

J/ . 4, mnBAMK, Westminster,
IQBDO.H, 3,W.1,

., 0*11.0., ____
T3 FCR THE OOlCIHtBS, ISgd.l R,l[.M.Moore, 2 1

. .si

AMUkdiililiiimiUk



^ W Lean 154^/56. 11
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- i
th«t an offer of <!pnrt»8lon Intoit la aMgoat«4

vW Stock 1961/71 ahoBia be nade to all holdore of „ 
i% Stock 19^6/56 on the next dividend date

# Kenya 
the Ken^a
(15th karch 1931) on? dh later dividend datee |

15th March 193Jf, and that the anount of Kenyauntil the
offered in exchange for each £100 of the 

amount of the it4f^ Stock
Stock to he

i% Stock ehould he such anKenya

holder of the 6$ Stock couldas It la eatlmated that a
the Bale of his stock on the market and theacquire hy

re-investment of the prooeede, plus some attraction in the
The totalof additional stock or dividend, or both.

the attraction to he added would have to he
form

value of
eonaldered on the occasion of each offer and it wae thought 
that this offer need not he more than £2 or £3, partly in
the form of additional stock, partly hy offering a full
six months dividend on the new stock on the Intereat date

por instance.immediately after the date of conversion, 
suppose on the 15th March 1931 a holder of £100 Kenya 6% 
Stock could sell his holding and re-lnvdit the (Mtceeas In

£111.5.0. Kenya 4iiS stock 1961/71: then an offer might he 
made to convert £100 of Konya 6% Stock Into (say) £11g,5,0. |

Konya kW Stock I961/71. This would Involve giving mn 
additional £1 stock, and the value of the accrued Interest

A'

A"' on the £112.5.0. kW Stock at the 15th March 1931 would ho 
£1.1,0. But from enquiries made through the Grown Agents' | 
brokers it appoare that a certain Ineursnce Company which ^ 
Is the largest individual holder of Kenya (ijl Stock would 
expect ah 'dffar of about £119 of the Stock I96I/7I tp*

£100 of the 6^ Stock 19i^/54.^^ This Insu^inmI every

Oompsny Is apparently no* prsi^surod to-siteiSh eery WUJh 
importance, to 1210 fact that If they converted th^ wiiidd

..ft:..

W-.,-



ba aovilplng a atoeic glTtas • aubatantlal flat ytald tor 
30 yaaPB In axchange fop ona heaping a highep pate fop 
only 15i yeapa (aaaqalng tlia 6)J atook will be pepaU In 
19J^6) and they aeea dlapoaed to ppafap to aetata thalp 
pieaent high yield of Intopaat and to pun tba Plak of 
haring to re-Invest an leas favourable tarae irtian th*

6% loan la paid off. Tholr ragueat for about 3113 of 
^ Stock for every £100 of the 6% Staok la baaed on 

aeeurlng the aaae redeaptlon yield froa the now atock aa 
they pooelvo from the present otook.

The present charges on £100 stock 1946/56 each

• '

the

half year until 15th September 1934 will ba:-
3*6515th Sept. 1931 

15th garch 1932 
sept. 1932 
March 1933 
Sept. 1933 
March 1934 
Sept. 1934

Ths nos chargee on (1) £118 4i^ Stk.

3-65 
3*65 
3-65 ;

3-65 ^

3*65 
3-65 ‘

1961/72 and (2)' £119

7*3

7-»

7-3

4^ Stock 1961/71 would be:-
2*65 
2-65 
2-65 ) 
2*65 
2-65 
a.*65

(2) 2-67(1) 1st July 1931 
Jan. 1932 
July 1932 
Jan. 1933 
July 1933 
Jan. ISflIb .

July 193b 
Jan. 1935 
July 1935

The annual aavlng In raapeo-t of every £100 6% gtock

2-67] 5-34.5-3
2*67 )

2-67
5-345-3

2-67 
2-67 
3*26 
3*26 

*“8*26

5-935-69
3-24

3*24 6*526-4b
3*24 t-. -i

converted Into £119 4W Stock 1961/7I would tharafor* ba %

r ■■
..ir -Pilfer'

i



I !
3. 1

5b
at the rate of £1-96 
and at the rate of £-78

per cent until the tinting fiaSi toglna

per cent afterwarda.
If any of the Stock la converted 

be releaaed to Bevanuo
there should

a proportionate anount of the 
acounulated elnkln* rand l.o. for every £100 converted 
there should bo released 1/^0,000 
as the total value of the sinking fund 
1331 elll be about £460,000 
released to revenue In 
would be about £9 on that date.

of the sinking fund, and 
at the 13th March 

the aaount which could be

respect of each £100 converted

...a
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If Mr. .?arkj.nsoft^ , ,, .....

Sir Uaward'Grigg cfflne to see Sjj; S.Hil«>ii;|
'■• ';;V'f-- • •■-m

.il •

and mentijjiied the following points, jirhieji Sir 
Wilson promised to look into;- . -0:'xX X•-

f' ■i
(4) ConTei?^iQn of the 192]

Sir Edward Grigg mentioned this to Sir S. r ,
Wilson, but I cannot say what particular point he
wished to make.

“-ir ii. "ilson would be glad of observations oit^i
any of these points. I a® afraid I have put sopie
of them rather vaguely, but in some cases I aw not
aware of what Sir k, Grigg actually did ssy.

(sgd) C.A.L. Cliffe.
13.12.30.

il

Ir

w
'•'x iX X

(4) 1921 Loan
in f^faddtf id Novembef,

The loan was for £5,000,000 with interest
This loan was floated 

at 95«!. 
at o'. The currency of the loan is 35 years with 
option of redemption at par by the Kenya Government
at any time after 14th Sej^tember 1946, on giving 
six months' notice.

Without knowing exactly what Sir B. Grigg said
I-
i tt is a little difficult to minute, but I suppose 

. .hi.5 iiipa is that that loan is an expensive one for 
the Kenya Government and he would like some conver­
sion arrangement. Whether this is practicable ’ 

offhand, doubtful, but we are inhklng serni-p- -4, ■ '■

©i.... seems, J
official enquiryCrclwn Agents;;^
be able to .send on a <f^lVther^:gp'l|^4^W’;d^ Vv%

llr. ltepehiBV^enttoned it to bb a fortni^t 
I understood that ho would put forward a minute. 'J£3f4*

'Mr.,,'.a. ••’f-
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70M
Slr’’Sdv.ara Grlgg c-irne to see Sir g. •' 

V.llEon and mentioned the .lollov.ing points, whlnh ^ 
Sir G. Wilson promised to look Ir.to:-

^ '■A- - - - 5^
(l) f^over!;f^f'rlt Hou^^e Vote*

Sir B. Grlgg Jlo not thins it i';.ir to

» . . Mr^.

ir'^f ■ : J
.'V - ■„

¥■

1

Sir J. Byrne th. l there r.hould be reduction in this:

■n.,tt mpl.-.tea.lit j’lderstood .Vote,

Life'jL.-. cent-r or. Cio .•>: r L’nion. •{■■) ' v-’-'r/

5 \ . Ai Sir 1. Grigg thought tnot-the 
tost -iiio„n Governn^ents com Inuig theirIrofL trie

01. trie Cio.or Union ; tt.oos! i.= .-houj J beV 1 i. V, ^ •?

pulu L ehf n. "t-

hiioc. tic..'i 01 aiiit-rv expenditure.(i)

1 urn not cic.-.r exoctly wh; t Sir t. Grlgg's | 
point SUE, but I g ther that he mode some compiolnt ; 
about the nev, oijocation oi ir.llitr.ry 
expendltpre bot.een Ktny:

opp rnntly he mr.lr.ttlned tho t Keuy,. v.ts chorged 
;.lth £; 0,000 o yeer more.

Conversion oi the 1911 Loan.

Sir Edv.trd Grlgg mentioned this to 
Sir S. Wilson, but I cannot soy v.hfat portibult-r 
point he ftlshed to moke.

Sir S. Wilson nould be glad of

g.
a.. .

-na Ugondo, unaer ehlchS'

fe' ■ 'i fh)
p nVi
k: •

■mi- iim'observations on any oi' these points, 
afraid I htve put some ol thein rather ve^uely>

• p-

“ii

!r

but in sdilie coses I am not a^ore of what Sir S,i:' •e Grlgg actually did sny..

L

fer. h'it- vpr . ■■'i

mmmmrn
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■■ mSSSiS: ■ M *->; i'^. 4-;B
Bat that is iw»t«rial SB the .y ? 

offered to*4ir .’.nyrES with the Baae eaola

i 4 as too generous.

post was _ _ ^
mentB oe Sir E.Grif'g had, and the O.ky. was ,,s;

that no’ohanf^ would be allowed. ' ' , * .;

■Tf-3
'•k.

(i') " ftewamment Hahse ’^te.

The prowlsion'Tsfide in the draft Bstlaatea
^ ) is £18,000;' 

this is exactly the same sum ..s was provided in the 
sanctioned estimates for 1956. ..'e have not had the

Kstimates for Kenya in the form in which they have 
passed the Lefjislative Council, but there is no 
reason to su’pose that that vote hai been altered 
so far as one can judpe froln the press rc orts.

I

It is true that we asked the C.AS-. to puss lepis- 
.lation. before the arrival of Jir /oseph ' yrr.e, to 
give the Governor of Kenya exemption froj customs

p;-* ;;

I' ■ ,

^ : S ■
■■

Ks lS ' •

!under H.B. the Oovernor (Mead;} •,

(2) naa| atchfis oil gloser Union.

It is clear that Sir S.^-ri'^r wrote his
view to publication.desoaiches on this subjecfawith a 

The despatches from all the three "overnors were J 
uit Oormnittae and it will he fo-r V

UU
a>x K

«■ imported for his own use so /as to put

obtained for the
int Oommitted-to decuie whether or not they -theI

ppendix to theshould be published, presumably 
report

as an a
ultimately presented by the Committee.

mistake to hold thempersonally 1 thinx it would ne a

though in certain respects they are ve^7>- up even

critical of the 
that the Secretary of State will agree, 
heard him say or, one occasion

^ the Tovernor of Kenya on a par
Uganda and Tanganyika in the matter.

Ay-with the Covernors of Government scheme, but I am not
I think I ;i-hut on ner-

sonal representations from Sr... oore this has not 
been proceeded with; Sir .’.?yrne who war nonsuited

that they were not ,

'fit for publicafion■.

fully agreed that it would be undesirable to attempt
If a "in-h

ilnnat.inn of tiilitarv 'dxoenditure.(3)
.. *s»,nA>-»Vv^

to introduce the legislation now.

Commissioner is appointed for liast .ifrioa then, as
This must refer to tftS i 

allocation oi the cost of the Northern Irigade, K.A.H.,
On the 7th November '■ 

tele.gram explaining that the Estimate| 
the basis that

Sfr ,7. Byrne knows, the emoluments of the Governor 
will be reduced and we have placed it on record in 
a confidential despatch to the O.u.C. that if such 
reduction takes place that will be a convenient 
occasion to arrange for the exemption from customs 

'duty.

as between i!enja and Uganda, 
iir.iioore sent a

for the K.a.’i. had been orawn up on 
expenditure as uetwecn -'enya and Uganda should be in , 
proportions of 61,,' and 39^ instead of 66$^ and 33^^ 
as laid down in a despatch from the Colonial Officey 
Ur. iioore was inio^ed by telegram that there was . i 
no objection to his carrying on with his estimates ui 

Ve shall receive detai^d representa-' 
tions by mail and the master can then he settled

' „ J
ii'

ISe know from lJr.i3p.ojj^ that unofficial 
55pinion in the Legislative CouEcil regards the 
emoliuaents of the Covemor of Kenya (with the £.1,000 

: ]received hy him as Hi^ Coaimissioner for Transport)

r#-

on this basis.
'a- ■■■•/

as-‘>s¥. ■
' - ■■

I-

.4 w liii
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•Sir ii. .Grigg knows this position because he 
sent officially on the 17th November (at the 
request of Mr.Moore) copies of the^elegraphio 
correspondence.

(4) 1921 T,oan.

This loan was floated in London in 
November, 1921 at i:,95%, 
with interest at 6%.

The loan was lor £5,000,000 
The currency of the loan is 

35 years with option of redenption at par by the 
Kenya Oovernment at any time after lith .-ieptember 
1946, on giving six months' notice.

!

iVithdut knowing exactly what 5ir E. 
Grigg said it is a little difficult to minute, 
but 1 suppose his idea is that that loan is an 
expensive one for the Kenya Governtant and he 
would like some conversion arrangement.

'.'.'helher this is practicable seems, offhand, 
doubtful^ but v.e are flaking semi-official er.ouiry 
from the Grown ..i^ents and i hope to be able to 
send on a further note in a few days.

UUJUUfl^

4^
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