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1t
cumulation might be taken at 43%,

rate of &ac

I saw ‘Mr: Davis about this to-da calculations

-
m :
¥. There the whole period. The rou;h ¢

over

were two points which seemed to want further

looking into:=- i 0 &

(1) a legal point. Boes th

roion will show an advantage,

that conve

; — W of u sum ihe
in terms of " pre ;ent value', of & sum ol h

wopding of section tion that

10U ,uul, on the

oprder of ubout < 1YY,

33 of the General Loan and Inscribed ) Cowan cunverted. I the zrach

the whole loan ¥

8tock Ordinance allow of the arrgt: proposed, suleulut ions confirs shat rosult,conversion would
calculul.leita ==

where something more is given than the .luu rate.

necessary " to make up the difference deruble,und

;+ difficult

value"? My own view is that we cannot,under LO8

Ordinance, give any " turn" to maks the convel sion ‘ot'itab.=,0n
i . P

offer more acceplabl to hol of tt % loan nurry.

stock. Mr: Davis, I

§5 im0 5
meantlne Lo i

. be well to consult the .egn rs us to thes Cee )

- luooked 1nio /.

) ' N e /
matter. 3omethi: mopre than e fference ! 2 4 1 ’/

saleablie value will u A0 SH L have bt g A
g

dgivenjaind 1t J0Ks uy if Al wmendment of th -

! " ” Ly ©
- Ordinance would be necessary to permit of that. Lo Z,,_ Y s
I assu ti Lus important incerests are concerned = e
| ' B ’ 9 Ac
I8 for obvious reusons, &ny Urulnanee ol this

kind must be strictly construed.

(ii) a financiml point. The discussions hitherto Mr. VepnOn.

Before this goes to the Legal Adviser

b have

linited to what one may pe

the more immediate financiul erfect. hr: Davis I think it desirable to see if the General
agrees that, before we can judge ol the desirab- Division have any precedent which would help us.
ility of the proposed conversion, #e ought to The Kenya General Loan armd Inscribed Stock
have the two alternatives reduced to a common Ordinance is in common form, and questiqps of
: peasure:--which would be the " present value" of the ‘ conversion have no doubt arisen in other Colonies.

full obligations incurred in each case. We discupssed

: the details to-day;and he 1is having the thing /é M

N worked out, on a basis which we agreed kmedny. j J}{
The calculations,when completed, will show the Ve \‘"“‘r"““ﬂ CanSac. MM Lo .

relative financial asdvantage ( or disadvantage )

| e i I N T

of conversion,on the transaction &s a whole.

— Ve. 4 -,M\,\“.“‘ O -

( Certain assumptions have of cour

to be made :‘[

for instunée, we agx-eed that
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E A Dept:.
There is & file &8 to this matter.'My

recollection i8 that there wers two, points to
&

asemd
jde-~which were of course‘interlinked——oqe,
et phaeisd

*
legal, the cther financial. This n eadeals

dec

olely with the secand point.
<. Mr: Davis has taken & great deal of trouble
with this muttev=ana ( if custom permits ﬁﬁgt)
1 suggest that he bé Lnanke@] 1 agree with
his minute, The calculution which seems the
most suited to all the circumstances 1is in Stat:

1, on the = 11u basis. The " present value"

-aliowing for roughly « 9 per « 100 frou the
existing sinking fund to be credited to revenue-
works out almost exactly the same for "doing
nothing" and for conversion". The immediate
advantage to the Colony ,on various agsuaptions,

is discussed by Mr: pavis. I agree with Sir‘ﬁ%nry
Lambert's criticism uas regards postponement of

the sinking fund payments: I see no justification
for that, on & conversion.

3, The whole thing seems to boil down io thigs=-
(i) conversion,on & number of plausiﬁle assumptions,
which are still however assumptions, would involve
little or no real additional liability.

(ii) the immediate gain,if the sinking fund

is applied at once,as it should be, would be

small.

(1ii) if the view I formerly expressed he
correct, conversion here would necessitate
legislation. It would imply negotiations

of a rather difficult charactar with the

1eading holders of the 6% stock and if they
held out for more than & 116 ( which seems



| quite probable) any cmqesaion in that matter
would result in'a net increase in the real
liability of the Kenya Govt:. Q
. (iv)i I do not think that the sxistence of a 6%
stock, selling round about 1084-109, is at all
prejudicial to Kenya's credit. The reasons

for thl; low price are well known:--Trustee Stock
limjtations, etc. Their credit is measured by ths
price of t':he 4% gtock;and the recent issue

makes that point abundantly clear.

4. On the whole,then--it is & question of
trying to balance various imponderabilia--my view
is that it is not worth while trying to convert.
But admittedly there is not much in it,either way.
Ky guess--it can only be a guess--is that Kenya

will do better, finsncially, by not converting.

—~ A/A' Lo w
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Mr; McSweeney, /3
Q Dr. Shiels is wwell, and unable to deal -
with this file befofe_ne goes to Leneva. &
He tuerefgre asked me Lo send it on te
Lord Passfield.
PH Mo

11/6/%1.
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10 Sir J.Byrne 8/0 .i..iiecneens 28th August 1931,

Considers would not be justified in converting
loan and recomnends matter be allowed to stand over.

] am afraid that '24%' will be found
engraved on General Rhodes's heart.

The recent developments have, of course,
put out of the question any possibility of a
conversion loan within any foreseeable pel1od
For example, Mr. Davis, to whom I have spoken, tells
me that there were in the early part of the month
transactions in the 6% Kenya Loan at 102 and 103.

Whatever weight, if any, should be attached
to General Rhodes's point, it seems useless to.go
into it now, ani perhaps it will be Buffici:.ent.' to
reply to 8ir J. Byrne noting what he says, but
remarking that, in view of the changed circulutmcu )




0t stabilised; but-if later on he *)
¢ i the qul:ltipn‘io be further pursued he
"will no doubt send an official despatch as
alrca:iyf,auggoetad to him at the end of No. 8

of the f@le.

1f, however, you think that General

Rhodes's point isﬁeally relevant, or in any
Aot of . . . o

case sufficient importance to influence the
question of conversion one way or the other,
Sir Jonn Byrne might be so informed, in which
case we should get back to his view that it is
not justifiable to convert this loan at the

expense of posterity, ani the matter woull dreom.

1Y Wi,
w73,
/

I have not been following the prices for Kenya
loans recently;and in any case--in a tricky
matter of this kind--would not like to pronounce
any dgfinite opinion till the calculations

had again been worked out on the new basis.

At present,there is of course no real busia;
pric:s/:z;")zsyng about daily;and no cne

knows he'*or when,they will become relatively
stable. .

I would simply l\ét the thing rest where the .
Govr: wishes:——l/that the whole matter be
allowed to stand over for the present: ) o
[enya wanty it taken up again_,it will be for
them to make a move.

The 6th: October 1981, .
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WA .
€. i OrricEOF 7¥HE HiaH COMMISSIONER FOR TRANSPORT,
“ GOVERNMENT HOUSE,
= ! NairoBi,
-
KeENYA.

30 September, 1931

Sir,
I have the honour to refer to Lord Passfleld’s
Go o el
despatch Trznsport, Kenya-Uganda, of the 27th of July,

conveying His Lordship's decision not to re-open with the

Treasury the arrungement that the Transport Administration
should provide for contributions tc the Renewals Fund at the
rete of 24 per cent in 1932 and 1933, and, thereafter, in
the sbscnce of any further arrangement, at the full "life"
rete, the short provision in the earlier years also to ber
made good.

2% This important decision, in conjunctior with the
finencial position now confronting these Services as a result
of the general collapse of values of all staple products
upon which the revenus 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 Reilways may be gased.

3. Teking the year 1929 as a normel one, but owing to_

¥ 7
a general lowering of values one f£o0r which & parallel may not
agein occur for some years, it produced:-

o
A Railway Reveme Of............. 2,448,960
With Working Expenditure of...... 1,445,069

Leaving..cecseccccennsssencessneal, 003,891
towards meeting contributions to the Renewsls Fiud, Loen

Charges, Loss on Port Working and other expenditure on Nek

Reverme Account.

des

THE RIGHT HONOURABLE ;
J.H. THOMAS, M.P., 4

SECRETARY OF STATE FOR THE COLONIES,

DOWNING STREET, S.W.l.

B s



4, In 1929, when the Port loss was £21,630, the totel

depreciation amd Loan Charges on Port Assets was 5175,487.
To-day, those liabilities are £249,308 - en increase of
£75,821. Y .

5. Until, therefore, the itrade of the Port expands &0
as to yleld a revemue in excess of that aarned 1n 1929, it is
¢clsar that the anmal Port loss camact be bruught mich lower
than £90,000.

6. It is only by the substantial economies which have
been, and are being, mede that in the meantime a greater loss
can be avoided.

e The position, therefore, is that the lisbilities of
the Railways in respect of (a) contribution to the Renswals
Pund at the rates laid down by your predecessor, (b) Loan
Charges and (c) Port loss are:-

Depreciation Depreciation

on Railway on Railway
Assets @ 24%. Assets @ 39%.
-

() Depreciation 56,671 423,296
(b) Loan Charges 654,120 654,120
(¢) Loss on Port Working 90,000 90,000

£1,100,791 21,167,416

8. Under conditions as favourable, therefore, as those
which obteined in 1929, when the amount available towards
meeting these liabilities was £1,003,891, the Railway would
feil to meet its commitments:-

() When contributing to the Renewals e

Fund at the rate of 24% by....... 96,900

(b) When contributing to the Renewals
Fund at the rate of 3% by........ 163,525.

9. I do not propose at the moment to abtempt to re-open

the question of the rate of contribution to the Renewals Fund,.

but I would point out that & rate of 2% would have rsprelent."
a reduction of £133,250 on the total of £1,167,416 given in

paragraph..;:




paragraph 7 which reduction, with the sconomies in Railway
working expenditure effected and still to be achieved, would
have snzbled these Services o have met all liabilities.

The contimued increase in the tonnages of the stapls products
of these territoriss being conveyed injicates also that, but
for the collapse of the world's markets, a revems in ths
neighbourhood of £3,000,000 per anmm, which was expected in
1934, would have been received, from which the raserve funds
necessary also could have been created.

10. It will be clear from the foregoing that the
possibility of repaylng to the Renewals Fund the withdrawals
to meet the estimated losses in 1941 =nd 1952, contemplated
in my Transport despatch No. 151 of the 7th of September,
and of contributing to a Reserve Fund a sum approaching that
which the Lords Commissioners of the Treasury regard as a
pinimm coatribution, Lo extremely unlikely until the
revemie of the Railway exceeds considerably £2,500,000, end
then only on the clear understanding that no further capital
1liabilities are incurred.

11. One veason for the financial embarrassment now
confronting the Transport Services is the fact that of the
total capital expenditure 64% is represented by loans,
analogous so far as the charge on revemue is concerned, to
the redeemable debentures of a private company. The
Administration has no ordinary stock the dividend on which
can be reduced or even passed.

1z2. Another source of embarrassment is the increase in
the rete of contributions to the Renewals Fund, to which I
already have referred. No private Railway, so far as I am

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

168400 d




-

o

its wasting assets and 2180 mainteins 11 quid ell its
contributions s this Administrztion is c ompelled to do.

13. In this connection, it mey be stuted that from the
reverme of the Rsilway 22,958,235 has been invested in Stores
and new Capital Asssts but which your predecessors have not
seen their way to recognise as a contrivution in respect of
depreciation in excess of cash roquired to maintgil westing
assets in the form of an investment of what I havs described
u8 the "Surplus Renewals Balance™

14, Because the Administration's proposals for meeting
all the commitments of thess Services and balencing its
budget - proposcls besed on well recognised Rel lway practice =
have been partly vetoed, a position is created whereby, sven
under normal conditions, these Services could not meet all
commitments.

15. I am compelled, therefore, tc seek advice as to
what other means now should be teken to enuble the
Administration to meet 211 commitments wnd place its finances
on & sound footing,

16, Having explored every possible means for reducing
working expenditure, and being of the opinion that, at & time
of depression such as this the resources of these territories
cannot yield additional revenue by any ratss revision, I can
at the moment suggest only one course by meane of which =

substantial measure of relief tQ the T]ans“or» fiuapees may

be secured. I have in mind the conyersion of the £5,008,
6 per cent Stock, 1946-56.

17, Statements are attached showing (A) the anmal
charge on the Transport Services proportion of the £5,000,000

on the assumption that it could be converted at the rate of

() R




() 2119 £3% stock per £100 of existing Stock, (b) £115
43% Stock per £100 of existihg $togk, and (B) the
corresponding charges assuming the conversion loan could
be raised at 4%.

18, These statements show:-

Galculation (2). Caloulation (6)
Present loan pald oTff Present Toan con-
in 1946. New loan of verted to £115 4}
£2,600,000 raised stoek. Sinking Fund
with sinking fund of of present loan to
1% without rest. accumlate. Sinking

fund of conversion
loan £0.420,

Anmial charge per Until 1946 2£7.3
2100 of original loen. After 1946 £2.86 £5.658

Present value per
£100 of original loan. £105. 7309 2104.5312

Total anmual charge

on Administration's

proportion of loan

agsuming in the case Until 1946 £309,913

of (6) that the whole After 1946 £121,418 £240,204
is converted.

If 1t wers necessary to convert at £119, all other

conditions being as above the comparison with Calculation (2)

Calculation (4
Present loan converted to %119 434
stock. Sinking fund of present lean

to accumlate. Sinking fund of
conversion loan £0,436.

above would be:-

Anmual charge per £100
of original loan £5.874

Present value per £100
of original loan £108. 5218

Total anmual charge of
Administration's propor-
tion of loan assuming that
the whole is converted £849,374.
19. It is clear from the foregoing that there is
Justification for exploring the possibility of raising &

conversion loen, even if on somewhat more favourable terms

than those used in the enclosures herefo, and I shall be gludt

,1f.wa-ov 1




if I may be favoured with your opinion on these proposels
with particular reference t0 calculations (4) and (6).

20. It may be also that the possibility of dQuverting
other loans for longer terms azt lower rates of 1nt;rest in
order to reduce the present ammeal charge Jjustifies '
investigation, and I should be gled if this elso could bs
examined.

21. As the Government of Kenya is also interested in
this question its views will follow at un sarly date,

I have the honour to bve,

su,

Your m;iy/abe ient
ble/servant,
/Pi/ j/’:j§7(

HIGH COIMRMISSIONER.
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X.17020/1931 Kenya

. Allen 7 /1u/31

Mr.

Mr.

Mr. Tomlinson “to. for Sir C. Bottomley's sig.

(~ Str C. Bottonile; ;’ @ 4 ;

P 4 Duwiiing Stireet

Sir J. Shuckburgh. e e !

Sir G. Grindle. CONSILANTIAL /}4‘/ ? velober, 1831,
4

Permt. U.S. of S. L

Parly. U.S. of S. h"d'/' Aray 5;le_i-
Secretary of State.

Thanks for your letter of
DRAFT. a4 M /0)
pesiluclosellioiis qw ( the 26thaf August, on the subject of]
BRIGADIZR-GENERAL
SIR JOSEPH BYRNE, ¥K.C.M.G., the conversion of the £5,000,000
K.B.X

Kenys & per cent Stock 1946-56.
Circumstances have, of
cuurse, radically altered since T
wrote to you in June last, and we
quite concur in your recommendation
that the whole matter should be

allowed to stand over for the pre-

5

sent . If later you should wish ¢

pursue it further, you willl no doub

- *
put it on an official basis as~ -

suggested in my letter of the 24th

\

of June.

7.4;; s;@j

‘Bigned) W.C, BOTTOMLEY. .
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HECTIVED \\H
é i . arp 1921 COVERNMENT HOUSE, ~
; ,‘FF‘[«H E HENYA
't 'Ok | EAST AFRICA

L5 — ————

28th hugust, 1931,

iy dear Rottomley,

The followin. rafers to your letter 17020/31

5f the 24th June on the subject of the conversion of the

|
2

£,000,00C Kenya 5% “tock 1945-55. 1 have consulted the
financial experts bota of the Railuny and of this Government

| +he conclusion 1 have come to is that we should not be

o

e ——————s———

19

Justified in converting this Loan at the expense of posterity.

however, makes the fullowing remarks:-

Rinodss,

‘ 9] gm in agreement witn the views ex ressed in the
*last paragraph of 3ir Cecll Bottomley's etter of 24th
®June, provided tae Jecretary of ltate ngrees to our
= " )rogo:sels in connection with tue rate of contribution
";(,o the Renewals Fund.

ERASLIESES ST
7
///
e

*The pjosition will ve different if conuribution at
“the rate of 24 is still insisted upon.

*In such circumstances it would seem that there
"would be a definite advantage in conversion since it
:vlvgzo}d reduce our annual loan charge between now and

"It is sugzested that Sir Cecil Bottomley be
"advised in the terms of the foregoing and that the
"matter then be allowed to rest until such time as the
"3ecretary of State has given a final decision regard-
*ing our Renewals contribuition.®

ey oA

which lead me to rgacorrmend that the whole matter be allowed
to stand....ccveuee




% |

QOVERNMENT HOUSE,

KENYA,

EAST AFRICA. °

o8th August, 1931.

7
to stand over for the present. /

s S
Yours slf’eral /
N7
,//

7




e
V fv CW Downing St.faet,
wt;umluc

»

M ‘ <& Jun 1931
/”I;uﬁ ’n the 6 November, 1930,

to EzecH reparding the
conversion of the £5,000,000 Kenya
6 per cent Stock 1946-1956.

Lzechiel replied to lioore
saying that the Crown Agents have
been making enquiries repgarding this
matter, and pronising to let hi..m know

the restilt.

/
7

Subsequently, Ezeqhiel sent
me on the 20th February a letter giving

the result of those enquiries, =ad I

enclosé u copy of it for your informat on
% e

our inancial Adviser, who adwised

. : s
acCompanying Ay o

-~

as in the




he raised two points - one legal J:
and the other finuncial.

[ will deal first with
the lepal ong, which, puf ghortly,
raised the question wﬁéﬂ there is
any authority under existiné
lerislation Lo arrange such a
convérsion even if decided upon. It
is fully set oqt in the letter which
t eent to Lagbert on the 2nd Abpil, |
and to which he rep}ied on thé 14th

1

april. [ enclose copies of bath

letters. e again gonsulted out-

legul peorle and were advised that

legislation would hg?neG&éSdry




suggested by Campbell in his minute
of the 2nd larch.

Campbell ddvised further in

4 minute of the 27th aApril® qopy
enclosed. "Thile recoonising fhat any
¢onclusion is necevsarily largely a
matter of guesswork he expresses the
view thut it is not worth while trying
to copvert, and that Kenya will 6n the
whole do better financially by not
converting. That is sh&red By all of
us here, but I am sending you the papers
in order that you may look into the
matter with your.advisers and form your
own o?inipn. AIY you concur .in Qur'yiew

tsend

it will be'sufficient if you wil

me.a line to that effect so thuthweb
can have your opinion on reecord.’ 1f
however, you think the quedtion mipht '

be further pursued it would be conveni




confidential.

(Signed) W, €. BOTTOMLEY.
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éb__._'__ official letter.
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S

4, MILLBANK, [N
WESTHMINETER,
* S
LONBOH, 8.w. 1.

{¥iGTORIA 7738}

29th May, 1931.

My dear Bottomley,

SOL. C T

Your confidentiasl letter Gf

t 271ih HMey 17020/21. I see no objection to your

sending the paperas ebout the proposed Kenya
conversion to Byrne in the confidential semi-
I veturn the draft ,on page 2

of which I have mede a smell verbal alteration.
I gladly conveyed to Devis the
appreciation of his work expressed in your

\ letter. /7

Cecil Bottomley, K.C.H.G.
C.B., 0.B.E.




e
Minute by Sir John Campbell dated 2nd March, 1931.

I saw ¥r. Davis about this to-day. There
wera two pointe whioh ssemed to want further looking
into: -

(1) & legal poini. Doss the wording af section 33
of the Generel Losn anc inscribsd Jtock Ordimance allow
of the arrangement proposed, where somsthing more is
¢iven than the amount necessary "tLo make up the
difference in saleabls vajue® My own view is that we
camnet, under the Ordinance, w«ive any "turn® to make
-he conversion gffer more acceptable to holders of
the 6/ loan atock. #r. Davis. | understand, agrees.

It might be well Lo censult the Lagel hdvisere as to this
matter. Something mers than the difference in saleabls
value will apparsntly have Lo bs wiven; eand 1t locks as
if an amendment of the Ordinsnce would be NeCesBaAry

to permit of that. | amsume that, ae important
interests are concerned, and for obvious reasons, any
ordinance of this kind must be strictly construed.

(ii) & financial point. The discussionshitherto

have been limited to whet one may perhape call the

more immediate financial sffect. Vr. Davis agrees

that, before we can judge of the desirability of the
proposed conversion, we ought tc have ths two alternatives
reduced to a common measure - which would be the

"present value" of the full obligations incurred in each
case. Ve discussed the details today; and he is having
the thing worked out, on a basis which we agreed.

the calculations, when completed, will show the
reletive financial advantage (or disadvantegs )
of




of conversion, on the transsstisn as a whole. (Certain
assumptions heve of course to'be made; for instance,

w6 agresd that the sinking fund rate of accumulation
might be taken at 44%, over the whole period. The rough
calculations suggsst that conversion will shee &
advantage, in terms of “present value®, of & l‘ of

the order of about £100,000 on the assumption that the
whole loan was converted. If the exsct calculatiens
confirm that result, conversion would seem desirsble,
even at the 119£ per £100 rate. The immediate effect
would be considerable, and would relieve what is at
present a most difficult eitustion; and ths thing would
be profitable, en the whole.




Thers is a file as to this matier. My

' rocollection is that there were two poinis to ddeide -
which were of course to some extent interlinked - one,
legal, the other ﬁna.ncial. Thies note by Mr. Davis
deals solely vith ‘the second point.

2. Mr. Davis has taksn s great deal of trouble
with this matter. agree with his minute. The
calculation which seeme the most suited te all the
circumstances is in Stat.l, on the £115 basis. The
"present value" - allowing for roughly £9 per £100 from
the existing sinking fund to be credited to revenue -
works out almost exectly the same for "doing nothing" and
for "conversion”. The imediaf.e ndvantagn to the
Colony, on various assumptions, is discussed by Mr.Davis,

I agree with Sir Henry Lambert's oriticism as regards
postponement of the sinking fund payments; I see no
justification for that, on a conversion.
8. The whole thing seems to boil down to this:-
(1)  conversion, on & rumber of plausible
assumptions, which are still however assumptions, would
involve little or no real additional liability.
(1i)  the immediate gain, if the sinking fund {s
applied at once, as it should be, would be small.
(1ii)  if the view I fo?mefly expressed be correct,
conversion here would necessitate legislation. It

would imply negotiations of a rather difficult charecter
with the leading holders of the 8% stook; and if they 4
held out for more than £115 (which seems quite probabls)
any concession in that matter would result in a net
increase in the real liability of the Kenya Gevermment.

(4v) I do not think that the exiatence of a 6%
stock , selling round about 106¢-109, is at all




prejudicial to Kenya's credit. The reasons for the
low price are well known: - Trustee Stock limitations,

etc. Their oredit is measured by the price of the
4¥% stock; sand the recent issue makes that point
abundantly clear. :

4. On the whole, then - it is & questien of trying
to balance various imponderabilia - my view iﬂtblt it is
not worth while trying to convert. But admittedly there
is not much in it, either way. My guess - it can only
be a guess - is that Kenya will do better, fimancially,
by not converting.




~"

prejudicial to Kenya's credit. The reasons for the
low price are well known: - Trustee Stock limitetions,
etc. Their oredit is measured by the price of the
447 stock; sand the recent issue makes that point
abundantly clear.

4. On the wholse, then - it is 2 question of trying
to balance verious imponderabilia - my view is that it is
not worth while trying to convert. But admittedly there
is not much in it, either way. Uy guess - it can only
be & guess - is that Kenya will do better, financially,
by not converting.
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seane Y St/ weivs

Mr. ey ;
Q. Towtinen, . : & featidentiel. —

Eakil >
K Si C.butomiey. /95 2 [BRance —  Downlug Street,
Sir J. Shuckburgh. B

Sir G. Grindle. “ ' iy, 1031, 9
Parmt. US. of 5. :: ' :

Parly. US. of S. >

Secrelary of State. € =edeemae--

>
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On the bth Novemuer, 1930, Moore

:

-

.
wrote to lzechiel regarding the conversi

e

b
Y
o

of the £5,000,000 Fenya b per cen*%wtock ¢

=
3
E 1946-195b.
i

Ezechiel replied to Moore saying

that the Crown Agents have been meking

enquiries regarding the natter, and

let him know the result.

Subsequently, Tzechiel ‘d8nt me on

of those enquiries, and T enclose

it for your inforugsion. .

e g ©\ On Bhife we coNe

A e P M#g_ezl'" who 'u&}}i'&éﬂ.,:u % %

4 % s % '1" . s s
ou will Aage thw? ‘K‘evru?.”d tw




ts - one lsgal and the other finnnc1a%,
o

will deal first with the legal one,
hich, put shortly, raiselLthe question

‘.whather tharg»is any authority under existing

‘flegislation to arrenge such & conversion even

zfif decided upon.
7 - S
: It is fully fd in the letter

- which I sent to Lambert on the 2nd April, and (3)

" to which he repliedion the 14th April. I s
enclose copies of both letters. We again
consulted our legal people and were advised

that legislation would be necessary.

On the financial side, Devis of the (M
thesnce Of

- Crown Age:fmﬁmm Ezechiel %MJ

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

: a'note dated the 17th April - copy enclosed -

_giving him the results'of the further com-

putations mede on the lines suggested by

.b;li in his minute of the 2nd March, N

Campbell advised further in a

f the 20th April - copy enclosed &



et B ot i 5
é‘,@;pe«qmrily largely & matter of uesswo:
} : g

:wggle trying to convert, and that ¥enya
o Y Mooty
e yl}l[ho better financielly by not convert-

fﬂs; . Phat toiiie view sttt 18 shared

by wll-of @& here, but I am sending you the
pabers in order that you may look iato the

s metter %ith your advisers and form your own

opinion. If you concur in our view, it will
Po sufficlent 1f you will send ie & lfhe®
to that effect so that we ean have your

opinion on record. If, however, you think

3 Vi the question migit be further pursued it

would be convendent if you would put At om .|

4 ! _en officiel basis, and send & reasonsd

. - ; despatch to the Secretary of Stete in the 0

b % T
light of the enclosed papers which showld

4 2 S
of course, be kept htricﬁly donfidential




MiRalien 8 %o " %.17020/31 ¥enye.

; My. ; i A’} !
' My. Tomlinson. N \F’)‘

X sir C. Botiomley. /9- s fy’f :

Sir J. Shuckburgh. . -

Sir G. Grindle. Confidential. L - 1931.

Downing Street,

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

Secretary of State.
Muny thanks for your letter of
H/ .
- he 14th April _egarding the question of
T the 14th April ling the g i

SIL LUENLY v.¢. ,C.B. the conversion of the £5,000,000 Kenya
b per rent/toek 1946-1956. Your letter
has been shown to our legul people, and we
ure ndvised that legislation would be
MW %f) necessary.
S+
But, after consideration of
Davis' note of tlhe 17th April, Campbell,
while recognising thut any conclusion is

nev’:cssux'ilé’ largely a matter of guesswork,

. a
has expressed the view that it is not worthy

1

while trying o convert, und that Kenye
a. Uy #ete i ) , 5l
will/do better finencially by not converti
(Safon oo K frofiomn baie fime)
Here ‘?\g_ all‘Lconcur in this view, but we

L
2 drafts Cendan .’

kmm,‘s ©  mist, of coursg, give the Covernor en

- ¥

opportunity -of form,irmg nis own opir

ion,

R




draft. I also enclose  copies of Campbell's

05 you might like to have on confiden-

‘f'tltl record. T hope you will not object

to our sending copies of the other pupers

. which the draft purports to ennlose, &s ' -

$
it is obviously the most convenient course

- and T am asking Byrne to trest them as

O 5
-~ strietly confidéntial.

We all agree with Campbell that

‘Davis has teken a great deal of trouble
_over this matter, and we should like you
vf%bll him how much we appreciate the

tl

sluable help he hes piven ub in consider-

lné'this intricate business.

A,__gM/"‘”a ‘ ; e A

)



gir Johx}/ _Qampbell.

2

<0 f!\ N

gonversion of Kenya 6% Btodk 1946/56

The proposed converaion of this stock #fto
Kenya 44% Stock 1961/71 is not likely io prove so
good as it appearaed when we discussed the matter sams
time ago, if examined on the basis which ycu have
suggested.

We have prepared the attached two statements
with & view to finding out how the present liability
of the Colonial Govermment in respect of the &% stock
compares with the liability which would be incurred
a8 the result of a conversione

You will see that we have allowsd for the
conversion of 2100 Xenye &% Stock inte {a) £119
(b) £115 Kenya 43% 8tock 1361/71. &£119 is an
unreasonably large amount for a holder to ex;;ct and
we might, for the present, work on a figure of £115:
In the memo enclosed in Bzechiel's letter to Bottomley
of 20th February we assumed that a holder of £100 of
the 6% stock would be able to sell his holding and re-
invest the proceeds in £111.5/~ Kenya 4§#% 8tock 1961/71.
This was based on a selling price of 1;1 for Kenya &%
stock and a buying price of 983 netts (1,6 exclusive

(" SEPL s
of cocruodkbut anluq.‘-.u cammission). These prices

seemed.to be to the advantage of the 6% stockholders
i V4 ',/'_"fi.a# and it might prove po_sltblo to improve on the figure of

: |
L 6 Gpece ~ £13Fa,
A Lol A
el W 1;”, & In Statement Ho.1 we have assumed that if and
i when the 6% stock iz redeemed in 1946, it will be
.:Z;;i

/neceasary




" ‘fund until 1946 - this seems & fair rate having

I 4 ‘kw—}r’\v}»«.

neuuary to pay as mch n Aﬁ p.n. rn- the n-uh
bqrrov&ns and the rate of m for sinking funds
m therefore been taken at the same rate. In

Btatement ¥o.2 we have assumed 4% p.a. as the rates

Ia both statements 44% pe.a. has been taken as the
estimated rate of earning for the existing sinking

regard to the fact that the yisld on ths investmenta
already held is at the rate of over 5% peas

on & 4% basis (statement ¥o.{) the differemcs
in present value is approximately/in favour of the &%
stook, but when the £9 which, it is estimated, sould
be released tc revenue for every 2190 of &% stock
converted is taken into account, this difference
disappearse On & 4% basis the difference is estimated
at &15.3, or allowing fer the £9 to be released to
revenue out of the sinking fund of the 6% stock on
conversion, £6.3 nett in favour of that stock. kﬁ
But 4% 18 a very low rate and if 1t is assumed that
yields will nof: be lower than 4% by 1971 a higher

average rate ought to be taken. It is impossibls to

say what the rate will be but if we assume that on the
basis of comparison which you bhave suggested the m-uﬂ",
value of the liability 1nb respect of the 4}% lean would
be about 3% or 4% hlshu than that in the uu of the

6% lou,it should bc s qnnuan of mum ilnthn the
annual saving in respest

contributions uﬁl 46
Kenya than a pessibly W liability from ﬂit o

1”1%*‘ Y"G"WHWM“H‘ *&*—'U(

-
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4 - 1.“
z.z. o

P 1/

Present ¢harges on New charges on £115
moo Kenya 6% Stk 43% stock 1961/71
33.65 half yearly 2.58 January, 1932

2.58 July, 1932
2.58 Jamuary, 1933
2.58 July, 1933
2.58 January, 1934
3.35 July, 193¢
3.35 January, 1935
3.35 and onwards

The annual saving in respect of avery £100
6% stock converted into £115 4}% stoock 1941/71 would,
on this basis, be zz.fa.w. until the sinking fund
begins, and at the rate of 12/~ afterwards. If it
should prove possible to do better than £115 the
position would be improved not only on a comparison
of the liability btut alsc as regards the annual saving
to Kenyae.

1 have shown the above and the enclosures to
8ir H.Lambert. He critI;ises the allowanoo made in
the atatements for the postponement of the contributions

to ginking Pund on the 4§% 1961/71 until 1934, and on

the contemplated new loan to be raised after the repayment
of the 6% stock, until 1950§on the ground that as Kenya
were allowed thre;)yeul grace after the 6% stoock was

issued there is no reason why they lh;uld not be called
upon to onntrumt.o to the new sinking rnm without a

rest. The only reason for postponing the cmt

of a sinking fund is toenable the railway or other . .
enterprise to be constfacted out of the loan memey,to begim ;
to earn. No guch reason ‘ovm;» apply in the m of & %

conversion. e L AE




Af the G+0. confirm this view the amount of uﬂl‘g" 0 %

Lanya during the rirst three years after conversion

& would be reduced to such an sxtent as to make
sanversion of little advantage to the Jolonye.
7
o
o
/!
BCe. -
17+4.31. v =¥

o=
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-’ 4l - A
Aif the 0«0. confirm this view the amount of snruyrtO,_ I =3
Kenya during the rirst three years after conversion 5y
& would be reduced to sush an extent as to make the

conversion or little advantmge te the Golonys

BGe wo e
17.4.31. L




 BTATEMENT W01

.
g A
N

TS et 1931 \’fno present value of the anmual charges en
g (2) £119  Kenya 44% Btock 1961/71

£100 Xonys &8 Btook _ terest

i e T 8inkipg yund £14fe=. Per annum (b) €115 Kenya 44% 8tock 1961/71 as en 15th Bept.,1331.
resent value of half=- 7 payment of £3 '
. M S . e f3055 {a) 2119 43% 8tock Aumual charges 5355 latezest 4
' ‘for a period of 15 years o ’ N 1314 Binking M.ire= 1:7-38
65 x 21 2 o J Present value of half-yearly payment of 28
365 «64532 (@ 448 pene) 79.0054 {u1.tp"iﬁg;§4q years 1,e. from tst Jungﬁ
Assume (1) that £5,000,000 Ioan now ocutstanding will 0 lstv July . .
Be e id ot i 1oen BaDe. 1906 (2) that the Bimiing 246775 x 446734 125290
3 d on that date will have accumulated (see
w/ attached statemens) to £2,400,000; that it will be Velue on {st July 1934 of a half-yearly payment
"~". mecessary to have a fresh loan in order to raise the of 343345 fer & period of 36} years
balance,vis. £2,600,000 1.e. for 52% of the original 33345 x 35.6866 L 118.9969

amount; that this new loan will bear interest at 4§%

per annum, will be repayable in 1971 (the same year Present value of £118.9969 due on 1at

as the 4}% Btock) and will have a sinking fund at a July 1934 1.e0 at end of say 2} yeare |

rate sufficient to ensure its repayment in 1971. (2 years) 118.9969 x 8347 = 16604665 1064465 ;
i Then in respect of the £52 the annual charges would 11849955 ;
; bes+ Interest 2.34 f
& Sinking Fund (from 15th S ———
: ' March 1950) Te512 (b) 2115 4j% Btock Annual charges , 5.175 interest
value ﬂt15:h ?011‘;&19“ of a };:lf-ye&rlg 1.268 ginking Pd.from 1.7+34.
: of £1.17 for a period of say 25 years balfevanyly men 2 o5
10173 29.8343 = 34,9061 Toestn rasgpes NNy pament of 2IVI5 ers
E Prosent. value of 34.9061 due 15th Sept.1946
‘ 34.9061 x 512 179061 Value on 18t July 1934 of & half-ysarly payment

of 3.2215 for a period of ysars

. Value on 15th March 1950 of a half-yearly

ment 0f o756 for a period of say 21 years 3+2215 x 3546866 #  E1Ae3643

56 x 26+ ®» 20.4028 . 5 e
Pl;z.it 'uhzazg 20.4028 due on 15th March 1950 114:9643 x 8947 ® 102.8585 102058
20.4028 x 4389 8.9547 114 .9664
m
1058662 L

e el L miais ST Rl bt &

X'8inking Fund contribution at a rate sufficient (om a
4}% p.a. basis) Lo redeem loan at its due dats.

;
:
2
;‘




. fhe present velus of the annual charges on
2100 KENYA 6% STOGK 1946/56 as on 15tk September, 1931

N Ge 2o

STATEMENT

6% 8toeck
£100 genys 63 ginking mndgl

present value of half-yearly payment of £3465
for & period of 15 years
3965 x 22°3964 (@ 4%)

Assume that £5,000,000 Loan now outstanding will

id off on 1 September 1946 and that the
: :.inrh: yund on mt date will have accumlated

see statement attached) to £2,400090MA. Then
t will be necessary to have & freah loan in
order to raise the belance, wias- £2,600,000
1.0¢ for 52% of the original amunt. ASSume

that this new loan will bear interest at 4% per
will be repayable in 1971 (the same year

annums

as the 44% and will have & sinking fund

Stock

at & rate sufficient to ensure its repayment in

1971« Then in respect of the £52 the annual
charges would b;:-f {.;::r::ch — 208
ing fun rom
Binking fund (£xe (@ 4%) 1602

34682

value on 15th September 1946 of a half-yearly

payment of 1°04 for & period of say 25 years

1°04 X 31°4236 % = 3246805

Present value of 32¢ g due 15th September 1946
3206805 x +55207 (4% -

yalue on 15th yarch 1950 of a half-yearly payment
.go.am for & period of (say) 21 years
*801 x 23'23472?12 - *6159

present value of 22°6159 due on 15th March 1950
= 22:6159 x 48061 (43) =«

Intereat 26 per annum
obe=e per annum

8147468

18°0419

108694

1106581

The present wvalue of the annual charges on
(®) £119 Kenye 4§% stock 1961/71
(b) 2115 Kenya 4}% Stock 1961/71 aa on 15tk September 1931

(a) &119 4§4% stock Annusl charges 215.22; Igteron
* Sinking Fund from
167034 %

Present value of half-yearly payment of 2:6775 for a
period of 2} years, ice. from 18t January 1932
to 1at July 1934
206775 X 427134 (4%) =

1206201
Value én 1at July i934 of a half-yearly payment
of 3°411 for a period of 36} yeara
3°411 x ﬁ-2196 (4%) H 130-3670
Present value of 130°3670 due on 1st
January 1934 i.e. at end of aay
years ;
2} years 130°3670 x <9057 (4%) s 118.0733
118'0233
130°6934
X e e S

(b) &115 4}% Stock Annual charges (5°175 Interest
1°417 Sinking mnd from

pro;o;g’];uue of half yearly payment of 16734 X
2°5875 x 47134 (42) = 121959

value on 1at July 1934 of & half-yearly payment

of 3°296 for a period of (say) 36} years =
30206 x 38°2196 (4%) = 125+9718
125°9718 x 9057 (4%) = 1140926
114°0926
126°2885
A AT .

% ginking fund contribution at a rate sufficient onm
a 4% basis to redeem loan at ita due date.




The Ger's Nominal Price yalue.
| ——l e i R ———

Amount« _
“mum 3% BEk.1923/45 5936 5 2 79 4689 12
. Fijl 5% Stk.1946/53 36329 16 8 102 37056 10
- G.Ooaat 6% Btk.1945/70 27076 7 6 107 28971 14
Jamaica 3% Btk.1919/49 13632 16 6 85 11587 18
| Koya 6% 8tk.1946/56 81032 3 6 107 8704 8
Nigeria 6% Stk.1949/79 88113 10 = 110 96924 17
" 4o 5% §tk.1947/57 45406 4 2 102 46314 ©
do 5% 8tk.1950/60 1443 8§ 10 102 1472 6
S.Nigeria 3% Stk.1930/55 4214 7 - 79 3329 6
Straits 44% Stk.1935/45 1295 5 3 97 1256 8
Ne.Zealand 5% Stk«1%49 a710c W = 94 44280 9
do 44% Btk.1947 1006 - = 90 900 -
do 43% Stka1945 26785 17 8 90 24107 5
Cape 3}% Stk.1929/43 27942 - 7 82 22912 9
Fatel 3}% Buk.1934/44 3142 2 .4 1 2693 2
de 3% Btk.1929/49 12670 19 7 77 9756 13
Middlesex County Council
3} Btk.1927/47 23600 - = 85 20060
£046,718 4 9 £443,017 19 4
~ On Deposit 3940 2 9 .
in A/e %00 17 =
Y —————————————

£447,858 19

e

2447,858.19. ui. accrued @ 4% until 15.9.46 =
447858954 x 1.993254 i 892696 13 =

Contribution £32,500 half yearly
32500 x 46.137912 1499482 2 10 -

£2,392,178 15 10




4, MILLBARK,

9 WESTMINSTER,

: T LONDON, 8.%. 1
T-;‘EE—E_TV (vicToRiA 773G}

t 1hth April 19%

16 Al 30

My dear Bottomley,

No J Your letter No.17020/31 of the 2nd of April
+J concerning the guestion of converting Kenya &%.
S A conversion such as we have recently been
f=p ]
_; considering was not contemplated when the model General Loan

and Inacribed Stock Ordinance on the lines of which Kenys

ol

Ordinance No.17 of 1921 is based was drafted. 1 agree that

there is nothing in Ordinance 17 of 1921 or in any other

Oordinance which would permit the Governor to sanction a

27 MAY 1

‘(:J
~
o
o
5&1 conversion of this kind; on the other hand, I can see nothing
N in that Ordinance to preclude the (vernor from offering
é Q an arrangement with the holders of the 6% etock for the
oy conversion of their holdings ﬁuto some other stock which they
\g\ are free to sccept or reject. Whether the Governor should
do this under his executive powers or whether he should
g obtain the necessary sanction in the form of fresh lsgislation
seeme to be & question of general constitutionsl usage.
DR .00

8ir Cecil Bottomley, K.C,.M.G.

—




I return the coples of the Ordinancedand
~
[ Clrgular Despatch whic

h you enclosed ia your lstisr.

Yours eincerely,




Permt. U.S. of S.
- Parly. US. of S.
Secvetary of State.

DRAFT.
SIR WEFRY LAUBIRT, K.

n
9]

o

1 )
cdda ey ue e

: «6,17 Ae ] Bapms. 50 24 Jup 1931 £y

ZAoun 1940}56, which has been discussed |

You will no coubt knowiEhat
Lzechiel wrote ' we on the %ﬁ%h

Vebruary wilh remurd Lo the nuestion

1/ bfoy et

of the conversior of the

/ﬁ’unya Gi{ -

from time Lo time in recent years, |

apart frow the finuncial agpeets

of the matter, which hﬁ:& becﬁyiooked
e
into, there is « legal point which I
should like to put to you. It is thie
' legislation
is there wuny authority under existing
to arrange such u/convergion even i
4 it

'deuided upon?




e und
ver-
Bhitim sections 31 énd 32 of the

(g 2]

2¢
“igeriag Ordinavce ¥o.24 of 1916/ (G, wih 226233/

Mf/

also sections 31 und 32 of
Model Ordinance gent out. to
Colonies in the Secretary of

State's circular despatch of the

Section 32 of the Kenya
Ordinance zives ¥ the "overnor,
subject to the limitations imposed

by Section 33, certain powers of

conversion; but, ws at present

-advised, Pushe thinks these powers Geed




retaution there is. at

that interg

. prescil no lerislative uu'_A‘.f-L'lLy_
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. 4, MILLBANK,
WEsTMlNBI.ER,
LONDCON, 8.W. 1,

(VICTORIA 7730)

| ] ' :-ﬂ 20th February, 1931.
/ 2~

F  peer Bottomley,

? 1 enclose & copy of a letter which I have received
-Z from H.M.M.Moore regarding the Resolution passed by the

Rsilway advisory Council with regard to the interest and

7 sinking fund charges on the Kenya (% stock 1946/56.

N

3
oL, I am writing to Moore to say that we have been making

encuiries regarding the possibility of arranging an offer
to nolders of the A% 3Stock to convert into some other issue
on terms which would be advantageous to the Colony and the

Reilway Administration and will let him know the result.

Wwe have consulted our Brokers as to the possibility
of arranging such an offer, and as we have recently issued the

Kenys 4% Loan 1961/71 the first sinking fund contribution

/gﬁ /&’/oul‘ ‘/"6’)/}: Aol 3

which will probably not be taken until the 1st July, 193%;

/we

Sir Cecil Bottomley, K.C,M.G. 8 ’




we have thought it advisable to make enguiries with a view to

ascertaining what sort of terms would have to be offered in
order to make conversion into that stock sttractive %o holders
of the 6% Stock. From gnquiriee made by our Brokers of an
Insurance Company which is the largest imdividual stockholder,
it seems that the best terms (from the Kenya point of view)
which thet Company is likely to consider are a conversion on

a basis of ©119 of the 4#% Stock 1961/71 for every £400 of the
6% Stock 1946/56. The enclosed memorandum shows what saving

would be effected by a conversiocn on this basis.

It is impossible to say to what extent holders of
the Stock, other than the Insurance Company referred to, would
convert their holdings, but if a conversion scheme on the
terms suggested is likely to be acceptable, I think we could
arrvange to convert at least £850,000 which we hold on behalf
of various Colonial Governments' PFunds. A conversion of this
amount in addition to £150,000 held by the Insurance Company
would mean a gsving at the rate of 219,600 a year up to July
1934 and £7,800 afteriurda and in addition a sum of egg%poo
could be released from the sinking fund of the é% Stock and

transferred. to revenue immediately after conversion. I




presume you will have to consult the Treasury before anything
can be done, but perhaps you will let us know in due course,
whether it is desired that we should proceed with the metter.

1f meanwhile you would like any further explanationg Davis

here, would be able to give them to you.

Yours sincerely,




GOVIRITHENT HOUSEs
NAIRORI,

u‘. KENYA«

6th November ,1930.

Dear Mr.Bzechiel,
The following Resolution with regard to the
Intcreat and Sinking Fund Churges on the 1921 Loan of
Five Million pounds was passed by the Raillway Advisory
gouncil at its September meeting,
"AGREED to suggest that the
question might be considawed
as to whether the present is a
desirable time .o try and redsem
this loan and whether it would
be to the advantage of the Railway
Administration to do soe®
and my attention has becen drawn to your letter of the 15th
February ,1924, to sSir Robert coryndon and to his reply of
the 26th Merch in that yeare
I understend the guestion of loan conversion
was aiscussed with you by the late Sir Christian Felling
in June, 1924, and later by Sir Bdward Grigg in April,
1927«

1 do not wish to raise the matter in formal

.espatches to the Secretary of state at the present time,

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

J issues of 1921, 1927 and 1928 would perforce be examined

with a view to separating Ltems of Colonial from Transport
loan finances.

I should, nowsver; be most gratefu; if the
question could be berne in mind, und perhaps, if you get
an opportunity of doing so, you would discuss the i‘tiﬁr-i i

with Sir Edward who is now on leave in nnéiand-

. P.H.EZECHIEL; BSQes QeMeGey Yours sincerely, . i
THE CROWN -AGENTS FOR COLONIES, % ‘
4, MILIBANK, Westminster, Isgd.] HeatMoores




KENYA €% LOAN 1946/56.
ggested that an offer of convérsion into

It is su
Kenya 4i% Stock 1961/71 should be made to all holders of

the Kenge 6% Stock 1946/56 on the next dividend date

(15th March 1931)
arch 1934, and that the amount of Kenya

and perhaps also oh later dividend dates
o e

until the 15th M
k4% Stock to be offered in exc
Kenye 6% Stock ehould ‘be such an smount of the 4% stock

nange for each £100 of the

as it 1s estimated that a holder of the 6% Stock could

acquire by the ssale of his stock on the market and the

re-investment of the proceeds, plus some attraction in the
form of additionel stock or dividend, or both. The total
value of the attraction to be added would have to be

ccasion of each offer and it was thought

considered on the o
that this offer need not be more than £2 or £3, partly in
the form of additional stock, partly by offering a full
six months dividend on the new stock on the interest d;;to
immediately after the date of conversion. For inetance,
suppose on the 15th March 1931 a holder of £100 Kenya 6%
stoek could sell his holding and re-invest the proceeds in
£111.5.0, Kenya 4% stock 1961/71: then an offer might be
made to convert £00 of Kenya 6% Stock into (say) £112,5,0.
Kenya 4% Stock 1961/71.  This would involve giving .an
additional £1 stock, and the value of the accrued interest
on the £112.5.0. 4% Stock at the 15th lllrch.1931 would be
£1.1.0.. But from enguiries made through the Crown Agents'
brokers it appears that a certain Insur.ance Company which
is the largest individual holder of Kenya “ Stock would
expect an dffer of sbout £119 of the 4% Btock 1961/71 for
every £100 of the 6% Stock 19’3.5/56., This Inmneo
Company is apparently not prcpned to; -ttlbh very much'

importance 39 Jhe fact thnt i.f thoy convortod they 'Qfllll




be mcquiring a stock giving e substantisl flat yield for

80 years in oxchan_.o for one bearing a higher rate for
only 154 years (assuming the 6% stock will be repaid in
1946) and they seem disposed to prefer to retain their
present high yield of interest and to run the risk of
having to re-invest on less fnvoul:ﬂbla terms when the .
6% loen is peid off. Their request for about £119 of
the 44% Stock for every £100 of ths 6% Stock ie based on
securing the same redemption yield from the new stock as
they receive from the present stock.

The present charges on £100 &% Stock 1946/56 esch

nelf year until 15th Septembsr 1934 will be:-

15th Sept. 1931 3465
15th March 1932 3-65 ;
7°3
Sept. 1932 365 )
March 1933 365
7-8
Sept. 1933 3465
March 1934 365 i
7°3
Sept. 1934 3°65 )

The new cherges on (1) £118 4% Stk. 1961/72 and (2) e119

44% 3tock 1961/71 would be:-

(1) 1et July 1931 2465 (2) 2-67
Jen. 1932 2°65 ) 2+67 g
$ 53 5 34
July 1932 2+65 ) 2°67.)
Jan. 1933 2°65 § 2°67 % -
53 53k
July 1933 2465 2467
Jen. 193% 2°65 2-67
5483 593
July 1934 324 326
Jan. 1935 324 : 3426
? g 646 ; 6°52
July 1935 3°24 -‘3-2§h

The annual saving .in respect of every £100 6% stock

converted into 6115 4% Stock 1961/71 would therefore be




et the pate 2996 per cent antil

fund peging
and at the rate of £'78 per cent afterwards.
If eany of the 6% Stock is converted there should

be released to Revenue a pr

tionatie amount of the

sccurulated sinking funa i.e. fogr avery £100 converted
there should be relessed 1/50,000 of the sinking fund, sand
as the total value of the #inking fund st the 15th March
1931 7ill be about £460,000 the amount which could be
released to revenue in respect of each £100 converted

#ould be about £9 on that dste.




Mr. Parkmson

and mentioned the following points, whu.h 8ir S.
fiilson promised to look into:- ‘

X X X
(4) {onversion o e 192

Sir Edward Grigg mentioned this to Sir S.‘

Wilson, but I camot say what particular point he

wished to make,

~ir G, wilson would be glad of observations on

any of these points. I am afraid [ have put some

of them rather vaguely, but in some cases I am not
aware of what Sir &, Grigg actually did say.
(sgd) C.AL thfe

3. L,. 30. p)) f'
"X X X X g
(4) 1921 Loan.

This loan was floated in féndbtf in ‘November, 1921
at 957, The loan was for £5,000,000 with intersst |
at 0. The currency of the loan is 35 years with
option of redemption at par by the Kenya Government
at eny time after 14th September 1946, on giving
six months' notice. ;

iithout knowing exactly what Sir E. Grigg said
it is & little difficult to minute, but I suppose
his idea is that that loen is an expensive one fqr
the Xenya Government and he would like some conver-
sion arrangement. Whether this is practicable -
seems, offhand, doubtful, but we are meking semi-
official enquiry. from the. Crown Agents and .I irape
be sble to semd on a further note in -8 few days.

B kinson."-'
(Bgd) ﬁa} ;

Mr. Ezechial mentioned it to me n fortrught agp 2
I understnod thgt he would put forward a minut.e.




=

. Mr. P%rkinggﬁ.
& s
i ' ﬁ ) S
; NA

Sirzﬁdw:rduGrigg cuzme to see Sir S.

Wilson und merntloned the rellowing points, vhich /

o Sir S. Wilson promised to look En&z:- " )/ e
iy ! /
(1) QGovernvent HOL‘J’:& Vote. s

s Sir F. Grigg Jdid rot thimk 1t riir to
sir J. Byrne th. t there :hould be reauction ir this
Vouve, 1 Juderstood centemplotead. 3

(:) Decpitenes ot Ciacer Union.

L 12 -

o Gir b. Grigg thcught tnot-the desSpetches
Crom tre resl siricen Governments cont iring thelr
viewe o tae Cru.er Unic roLost Ls choul t be
puLL L Ehea

(o) o vl Miiit.ry_erpenditure. :
e, "

I um not clesr exuetly whet Sir E. Grize's
point wusz, but I 2 ther thet he mwde some compl_inﬁ
zbout the ney liocition or military
expenditure betyeen Keny na Uzind:c, unaer which
wpy rently he medirteined thet Keny. vwey cherged
+lth &£ 0,000 j€eT mOTe.

(’(4) Conversion oy the 18i1 Loun.
5ir Edwerd Grice mentioned this to
sir . Wilson, but I cunnot suy what particuler 3
point he wished to mike. '
/';‘ Sir S. Wilson would be glad of
ey ¥ ~/ observ:iions on «ny ol these polnts. I am

atruid I heve put some ol them rather veguely,
but in some cuses I um not zwzre of what Bir E.

g Grigg wctuzlly did suy. L ;



(1) Government House Vote. &
The provis%on\mﬁﬁe in the draft Estimates
under H.E. the Governor (Head 35.\ is £18,000:
this is exactly the same sum .o wus | ed in the
sanctioned estimates for 1930. e have not had the
Estimates for Kenya in the form in which they have
passed the Legislative Council, but there
reason to sunpose thut that vote has neen
8o far us one can judge frnh t
[t is true that we asked the U .4."
lation, before the arrival of _ir Jos
give the fovernor of Kenya exemption
duty on goods imported for his own use
the fovernor of Kenya on u par with the fovernors of
Uganda and Tangunyika in the matter. “ut on ner-
sonal representations frow .r..oore
been proceeded with; Sir J.lyrne who vas consulted
fully'agreed that it would be undesirable to attempt
to introduce the legislation now.
Commissioner is appointed for Last .frica lhen, as
S¥r J. Byrne knows, the emoluments of the Tovernor
will be reduced and we have placed it on record in
a confidential despatch to the 0...7. that if such
reduction takes pluce that will be u convenient
occasion to arrange for the exemption [rom customs
duty.
Tle know-from Mr.Jooxe that unofficial
Spinion in the Legislative Council regards the
emoluments of the Governor of Kenya (with the £1,000
'received by him as High Commissioner for Transport)

as

as too gencrous. But that is impaterial as the

post was offered tor3ir J.Byrne with the sane emolu-
mente ae Sir B.Origg had, and the 0.4.0. was told
thut no chanre would be allowed.

(2) Despatches on Gloser Union.

[t is clear that Sir B.%ri7g wrote his
destatches on thiv subjectzwith & view to
he despatches [ron wll the three Tovernors were
obtained for the . .int Committee and it will be for
or not they -

appendix to the

the Committee.

take to hold them

up even though in cerlein ruspects they are very
critical of the "overnment scheme, but I am not sure
state will agree. [ think I

-casion that they were not

wllocation of Jiilitary Zxpenditure.

) NN s
This must refer to t¥& M&

allocation of the cost of the Vorthern Irigade, K.A.R

as between enj 14 Upanda.  On the 7th November 3
“r.loore sent a tei;*ru@ explaining that the Lstimates
for the V...%. had been drawn up on the basis that
expenditure ax velween Yenya and Uganda should be in
proportions of ol/‘and 399 instead of 664 and 3347
as laid down in a despatch from the Colonial office.
Wr. Loore was iniormed by telegram that there was i
no objection to his carrying on with his estimﬂtcﬁn
on this basis. Ve shall receive delailed representa

o
tions by mail and the matfer can then be settled.




3ir E._Grigg knows this position because he wa %
sent officially on the 17th November (at the
request of lMr.Moore) copies of the telegraphic
correspondence. : '
st
E‘ (4) 921 Loan.

This loan was floated in London in
November, 1921 at £95%. The loan was tor £5,000,000
with interest at 6. The currency of the loan is
35 years with option of redemption ut par by the
Kenya fovernment at any time after lath September
1946, on gzivings six wonths' notice.

ﬁithdut knowing exactly what Sir &
Grigg said it is a little difficult to minute,
but | suppose his idea is that that lour is un
gxpensive one lor the Yenya Hoverncent and he
would like some conversion arrangement.
Uhether this is practicable seens, offhund,
doubtiul but ve are .aking semi-official enuiey
from the Crovn ..wents and | hope to be able to

send on a further note in a few days.

- ! Z\) t %
E o kit domei e 3,/[“:1.,:,:.'
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