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CURRENCY EQUIVALENTS

L 1 Rhodesian a L I Sterling

L 1 a U.S. $2.80

L I million - U.S. $2.8 million
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SUMvARY

The Rhodesia Railways have prepared a Deve'opmnent Program estimated
to cost £45 mil7ion covering the period from March 31, 1957 to June 30,
1962. The Government of the Federation of Rhodesia and 111yasaland has
approached the Bank for assistance to carry out the Program and for this
purpose is seeking a loan of $15 million from the Bank.

The Rhodesia Railways is a statutory corporation under Federal
control governed by a Railway Board assisted by a General ivianager. The
Railways' system comprises about 2,700 route-miles of single track line.

The management and technical staff of the Railways are competent.
Operations are conducted efficiently and the Railwaysr facilities are
maintained in good condition. There has been some difficulty in the past
in maintaining European and African staff at full strength, but at present
there is no shortage of labor.

The traffic growth in recent years has been very rapid. In the
five-year period ending March 31, 1957 the traffic has increased by 58%
in tons hauled, and by 52% in net ton-miles. The principal commodities
are coal and minerals (copper, chrome, asbestos). The rates applied to
freight traffic are generally adequate to meet working costs and loan charges,
and to generate a surplus.

The financial position of the Railways is sound. Their earnings
record has been favorable, and equity has been rising rapidly. Current
assets are 4.2 times current liabilities.

Future prospects for the Railways are favorable. Traffic fore-
casts however, are influenced by the current recession in mineral prices.
The Railways have based their Deve'lopment Program on a rate of traffic
growth estimated for the next five years at only about half of the growth
in the preceding five-year period.

The Development Program to June 1962 is designed to provide
additional facilities to meet the traffic, and to improve existing facili-
ties. Of the total cost of the Program 72% is to be borrowed, and 28% to
be financed from the Railwayst own resources. Borrowing would amount to
about £32.5 million to be raised as follows: £24.4 million from the Federal
Government; £2.7 million from the Pension Fund; and £5.4 million (equiv-
alent'. to t'!l15 million) from a proposed Bank loan.

While the Program as a whole is sound, well balanced and condu-
cive to more efficient operation, that part of the Program hrhich covers
the later years is less firm and is subject to revision in the event of
changed traffic prospects. It was therefore considered appropriate to
limit Bank participation to the earlier period of the Program.



ii.

The loan Project covers that part of the Program to be carried
out in the period between January 1, 1958 and June 30, 1960, supplemented
by track rehabilitation work to be done through December 31, 1960. A Bank
loan of .15 million to meet part of the cost of investments during the
Project period is justified.

The proposed Bank loan to be made to the Federation would be for
a term of 18 years including a three-year grace period. Ihe proceeds of
the loan are to be relent by the Federation to the Railways on terms satis-
factory to the Bank.



APPRAISAL OF HE RHODESIA RAILWAYS DEVELOPMENT fROGRAH

I. INTRODUCTION

1. In March 1953 the Bank made a loan of 14 million to the Territory
of Northern Rhodesia for the Rhodesia Railways. The purpose of the loan
was to help finance an improvement and modernization program, and Bank funds
were used to finance locomotives, rolling stock and permanent way materials
for the construction of a new line to the Portuguese East African border
to serve as an outlet to the sea at Lourenco Aarques. The loan has been
fully disbursed and the project in respect to which the loan was made has
been satisfactorily completed.

2. Late in 1957 the Government of the Federation of Rhodesia and
Iyasaland approached the Bank for further assistance to finance a Railway
Development Program. The amount sought is $15 million. The Bank loan
would be made to the Federa-tion and the proceeds relent to the Rhodesia
Railways.

3. The Rhodesia Railways have prepared a Development Program covering
the period from March 31, 1957 to June 30, 1962. A Bank mission discussed
this Program in Rhodesia with the Railway Ianagement, with Government
officials concerned with transport matters and with leading shippers.
Field investigations of the Railway facilities and operations were also
made. This report appraises the Rhodesia Railways and its Develnpment
Program.

II. OWNERSHIP

4. The ahodesia Railways system was constructed in stages from 1893
to 1932 by various companies formed or controlled by the British South
Africa Company. By 1937 all of these companies had been merged into the
Rhodesia Railways, Ltd. with the exception of the Shabani Railway Co. Ltd.,
owner of a short branch line.

5. In 1947 the Legislature of Southern Rhodesia authorized the
raising of a loan of £30 million for the purchase of the shares of Rhodesia
Railways, Ltd., the redemption of its debentures and for additional working
capital for the Railways. As a result the Railwiays passed uider the
ownership and control of the Gover ument of Southern Rhodesia without change
in corporate form.

6. In 1949 legislation passed by Southern Rhodesia created a new
statutory body known as Rhodesia Railways whose operations in Northern
Rhodesia and in the Bechuanaland Protectorate were also regulated under
similar legislation concurrently passed there. The Rhodesia Railways took
over on ,Jovember 1, 1949 the undertakings then owned and operated by the
.Ihodesia Railways, Ltd. The Shabani Railway Co. Ltd. remained in private
ownership until 1951 when it was purchased by th3 Rhodesia Railways.
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III. ORGANIZATION ANID 3ANAGnEN'

7. As established by legislation the Rhodesia Railways is a body
corporate consisting of an authority known as the Rhodesia Railways Higher
Authority, and of a board of management known as the Rhodesia Railways
Board. In addition, the legislation provides for a General Manager of the
Rhodesia Railways. It is the duty of the Railways to provide an efficient
and adequate system of public transport of goods and passengers, and for
that purpose to take necessary steps for extending and improving rail trans-
port facilities. The Railways are required to administer its undertakings
on business principles with due regard to the needs of the public and the
development of agriculture, commerce, industry and mining, by means of
cheap and efficient transport.

8. The Higher Authority at first consisted of four members represent-
ing Southern Rhodesia, Northern Rhodesia and the Bechuanala,nd Protectorate,
and a Minister of the Crown in Southern Rhodesia. After Federation its
duties were vested in the Federal Minister of Transport. The functions of
the Higher Authority are to determine the policy of the Railways, to appoint
the members of the Board and General Manager, and to give the Board general
directions on matters of policy and specific directions on matters which
legally require the Authority's prior approval. 14atters which require the
prior approval of the Authority include important questions of railway
policy; alterations of rates and fares structure; the raising of new
capital; capital expenditures on any one work involving £50,000 or more;
and any other matter that the Authority may direct from time to time to
be reserved for its approval.

9. The Board consists of not more than six, nor less than five
m-embers, selected because of their experience in administration, agriculture,
commerce, industry, raining, transport or financial affairs. The function
of the Board is to conduct and manage the business of the Railways in
accordance with the policy determined by the higher Authority. The Board
is authorized, with the approval of the Authority, to borrow money for
capital purposes including the execution of permanent works and the
provision of working capital.

10. The General Manager is required to be a person of wide expe-
dance in railway administration, and is appointed by the Higher Authority
after consultation with the Board. As chief executive officer of the
Railways, it is his function generally to direct the operation and main-
tenance of the Railways' undertakings, subject to the prior approval of
the Board on certain matters.

11. The Railways' Internal Organization is based on functional
(departmental) rather than on geographic (divisional) lines. The admin-
istration of the Railways is conducted from Railway Headquarters in Bulawayo
where each of the department heads is responsible for the operations of
his department on the entire system (see organization chart in Annex 1).
Because of the spread of traffic over a distance of 1,270 route-miles
between the Congo and Portuguese East African borders, consideration is
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presently being given to the establishment of a limited number of divisions
embracing sectlons of the main line. Each division would be headed by a
superintendent directly responsible to the General Manager of the Railways.

12. The ianagement of the Railways is experienced. The newly appointed
ueneral 1ianager is a man w-ho has risen through the ranks, and who intimately
knows all the aspects of the Railways' operation. Hie is assisted by a Deputy
General vianager and a Principal Executive Officer (technical) who are both
men of high qualifications. The position of the Principal Executive Officer
(movement) is presently vacant but is expected to be filled shortly. The
technical staff of the Railways is generally competent.

IV. LABOR

13. In contrast to many other railways, the Rhodesia Railways have
experienced difficulties in the past in maintaining a full complement of
staff. This situation has gradually improved and during the last year there
has been no difficulty in maintaining both the European and tne African
labor force at full strength. The following table shows the number of
employees in selected years:

Number of Employees 19h7 1956 1957

Europeans 4,251 9,122 9,789
Africans and other non-Europeans 12,912 21,930 23,435

Total 17,223 31,052 33,224

14. Average annual wages of Europeans and Africans in 1957 were £1,139
and £108 respectively. The number of other non-European employees is very
small and their rate of pay is about 7% lower than that of Europeans. Details
in respect to employee emoluments are given in Aninex 2.

15. There exist two unions for Rail:Jay workers, one for Europeans and
Colored and one for Africans. The African union is subiect to territorial
legislation and agreements with the union are submitted for approval to the
National Industrial Council. The only jobs open to Africans are those of
common labor. In the last few years negotiations have taken place between
Management and the European and African unions to extend African employment
to some 25 simple semi-skilled jobs. The European union, apprehensive that
employment of Africans will reduce wage standards, has insisted that all
replacement be on the basis of "equal pay for equal work". No agreement
has yet been reached and further negotiations are likely to be protracted
in view of the present plentiful labor supply.

V. THE PROPERTY

16. The system of the Rhodesia Railways comprises 2,708 route_miles
of single-track 3'6" gauge railway line. The track mileage, including
14 miles of double track is 3,370 miles. From Bulawayo as a center, the
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main line extends northward 800 miles to the Congo border, eastward 470 miles
to the Portuguese East African border and southward 580 miles to Vryburg in
the Union of South Africa. The Bulawayo-Vryburg line is operated for the
Xhodesia Railways by the South African Railways. A map of the Rhodesia
Railway System an. its connections to other railways is attached.

17. Permanent Way All of the main track of the Northern and Eastern
sections is now laid with 80 lb. rail. All other parts of the system have
60 lb. rail. Re-railing of the last section between Umtali and Salisbury
was only recently completed and has improved the operation on this section
of the diesel locomotives financed under the first Bank loan. Operations
remain difficult on this section because of sharp line curvature and severe
grades. System standards of track maintenance are satisfactory. Hardwood
sleepers from Portuguese East Africa and steel sleepers are used in about
equal proportion on the main line. The ballasting is adequate and of good
quality, although some of it is oversized and will have to be screened.
Bridges and culverts are well maintained.

18. Locomotives and Rolling Stock The following table shows the
equipment in service on March 31, 1957.

Number Added
Type of Vehicle Number in the last 5_years

Locomotives:
Steam: Straights 171

Garratts 194
Diesel 27 392 106 (27%)

Passenger Coaches: 581 108 (28.5%)
Freight Cars: 11,728 4,940 (42%)

19. The equipment is maintained in good operating condition as explained
in the following paragraph.

20. Repair Facilities The main workshops are at Bulawayo and Umtali,
with sheds for running repairs at Ndola, Broken Hill, Livingstone, Wankie,
Bulawayo) Gwelo, Salisbury and Umtali. With the rapid increase in railway
equipment, there has been a continuing need to increase repair shop capacity
and to modernize the shop equipment. Sizeable extens-ons to shop buildings
have been completed, or are under construction. A new wagon shop has been
built at Bulawayo, as well as extensions to the wagon and machine shops and
foundry. At Umtali an extension of the wagon shop has just been completed
and work has been started on an extension of the diesel shop. The workshop
equipment with few exceptions is relatively new. Satisfactory shop procedures
are in effect for regular inspection of locomotives and rolling stock, and
for the scheduling of repairs.

VI. TRAFFIC

21. Areas Served Of the some 11 million tons of total traffic during
the year ended March 31, 1957 about 7 million moved wholly within the borders
of the Federation. Traffic to and from Portuguese East Africa slightly
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exceeded 3 million tons; movements to and from the Union of 3outh Africa
came to about 1.2 million tons, while movements between the Congo and
Rhodesia amcunt to slightly over 100,000 tons. The traffic to and from
Portuguese ports and the Congo is rather evenly balanced as to direction,
but the flow from South Africa to iRhodesia is snore than twice as great as
in the other direction.

22. The major movements are in long-haul traffic. Coal and coke moves
northward from Wankie to the Copperbelt (4b5 miles) and smaller quantities
to the Congo and southward to Bulawayo and Salisbury) and intermediate points
like Que Que. the site of a small but expanding steel plant. Copper moves
about 1,400 miles from the Copperbelt to Beira and Lourenco miarques and to
South African ports. In the past year a small volume of copper also moved
to Lobito v-a the Congo. Lead and zinc from Broken Hill, itorthern Rhodesia
(l,340 miles) and chrome and asbestos from the Southern Rhodesian mines
(about 360 miles) move to Beira and Lourenco Marques.

23. Because of the preponderance of long haul traffic the average haul
per ton has been about 400 miles in recent years.

24. Past Traffic Trends I'he following discussion of past traffic trends
is confined to mileage and operations North of Bulawayo. Traffic has grown
very rapidly until late 1957. In the last five-year period (comparing the
years ended 'riarch 31, 1952 and 1957) percentage increases in various indices
of traffic were as follows:

Tons Carried 58%
Afet Ton- iles 52%

25. Traffic tonnage carried is largely minerals, with the largest tonnages
in coal and coke, copper metal and chrome ore. The following table shows the
changes between the fiscal years 1946, 1952 and 1957 respectively.

Y e a r E n d e d
September 30 March 31 March 31

1946 1952 1957
(000 tons) % (000 tons) % (000 tons) %

Coal and Coke 1,569 40.0 2,335 34.2 3,705 34.4
Copper ji.etal 249 6.3 419 6.1 580 5.4
Chrome Ore 167 4.3 305 4.5 713 6.6
Other linerals 421 10.7 751 11.0 1,295 12.0
General Goods 1,519 38.7 3 017 44.2 4,485 41.6

3,9 2 100.0 6,127 100.0 1077T77 100.0

26. The working results for the year ended iIarch 31, 1957 indicate a
new high in dai1ways'taatMties.. The increase in freight movement over the
preceding, year was 11.8%; the number of passengers increased by 4.3%.
General operating statistics are given in Annex 3.

27. Until 1957 traffic had generally exceeded the Railwayst capacity
for more than a decade. Shortages of rolling stock as well as difficulties
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in recruiting and training new personnel had prevented movement of all
freight offered. Large stockpiles of chrome ore could not be moved and
coal stocks at power plants were low. Ihis situation has changed and does
not appear likely to recur under presently foreseeable circumstances.

VII. RAILWAY OPERATIONS

28. The Railways have encountered a number of problems in meeting the
rapid increase in traffic in the past years. On the whole they have made
good use of their resources. The problem of continuing expansion of rail
capacity is all the more complicated because of the difficulties arising
from the operation of a single track line, and of maintaining staff to operate
the points and crossings at isolated locations. The acquisition of more
powerful locomotives, and the lengthening of sidings, have resulted in the
operation of heavier trains of up to 1,600 gross tons. Ihe number of trains
operated daily in both directions on the steam operated sections of the
main line has been increased within the limits of safety regulations under
the present paper order system of train control.

29. Under this system there are no signals except at the entrance to
main stations, and the engine driver is given written instructions on how
to proceed between stations and crossings. This results in many delays in
the departure and arrival of trains. To remedy this situation and provide
for additional rail capacity, the Railways have decided to install Central-
ized Train Control (CTC) on the entire length of the main line. With this
systera all the signals and the points at the crossings are power operated
from a single cabin which controls the entire section between two principal
stations. Two sections have been completed totaling a little over 10% of
the main line. The dispatching of trains and the regularity of service
already shows a marked improvement on these sections.

30. The availability of steam locomotives averaged 77% during 1957,
somewhat lower than in the preceding year. This reflects a condition known
as "tcaustic embrittlement" which developed for reasons as yet undetermined,
in the boilers of certain class 16 Garratt locomotives, causing 14 of these
locomotives to be temporarily withdrawn from service. The large number of
locomotive failures due to hot boxes, also reduced the availability of steam
locomotives.

31. The unit coal consumption per lOOO gross ton miles has steadily
increased from 152.75 lbs. in 1945 to a maximum of 196.50 lbs. in 1955,
but has since improved to 174.50 lbs. in the nine months ending December 31,
1957. The sharp increase which took place earlier was apparently due to a
number of factors, such as quality of coal, scarcity of trained firemen,
overloading of locomotives and long train delays. These factors are now
under better control and the extension of CTC should have a beneficial effect
in reducing train delays.

32. The Umtali-Salisbury section has been fully dieselized. The gross
weight of trains has been considerably increased with a resulting reduction
in the number of trains per day. Operating speeds have been increased,
although speed limits are still low because of the difficult contour of
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the track. Operating costs are lowier t.kan for steam locomotives, but no
precise figures are available on savings, Diesel operation has been handi-
capped by a number of head-on collisions in which 14 diesel locomotives were
seriously damaged, two of them beyond repair. The accidents, due to human
failure, kept a number of locomotives out of service for considerable tirme.
The availability for service of the diesel locomotives dropped to a low of
70% in December 1957 and averaged only 83% for the entire year. As a trial,
additional safety devices are being installed on these locomotives.

VIII. TARIFFS

33. The Railways can initiate modifications in rates and make rate
adjustments of minor nature but larger increases and alterations of the
tariff structure require the Authority's prior approval.

3h. Passengers Passenger traffic accounts for approximately only 5%
of the Railwayst revenues. There are four classes of passenger travel, the
two lower ones being normally used by Africans. The fares are mileage fares
degressive with the distance. The fourth class fare amounts to 20% to 23%
of the price of a first class ticket. The last revision of passenger fares
was made in June 1954 when fares were increased by 10%.

35. Freight, which provides nearly 90% of the Railways' operating
revenues is subject to two principal types of rates:

(a) Commodity rates, numbering 22, apply mostly to minerals. The
principal commodities covered are coal and coke, copper and chrome,
Coal and coke account for 11% of revenue, copper for 17?o, m d
chrome for almost 2%.

(b) Class rates apply to all other goods. These are mileage rates
which increase per hundredweight less than proportionately to
the distance, and vary in accordance to lh numbered classes.

36. The Rhodesia Railways was one of the few cormaon carriers in the
world to maintain its pre-war freight rates until as late as October 1953,
when a general surcharge of 10% on all existing rates became effective
pending a detailed re-examination of the rating structure as a whole. This
revision was undertaken with the double purpose of providing additional
revenue to meet rising costs and to remove certain anomalies from the structure.

37. The revised tariff, which became operative on June 1, 1954 resulted
in a 2CYoto 25% increase over the rates in effect before the overall increase
of October 1953. In particular, the new tariff increased the rates for a
number of low-rated conmodities such as coal, chrome, raw sugar, maize,
fertilizers, etc., towards a more renunerative level.

38. The special long-term agreements with the Northern Rhodesia copper
mines which governed copper rates expired September 30, 1956. Opportunity
was then taken for a new adjustment of the rates for all mineral traffic.
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As a consequence, rates for export copper were increased approximately 90%
as of October 1, 1956; new rates also became effective January 1, 1957
for other minerals, including chrome, for which rates were increased by
about 20%.

39. The Rhodesia Railways' average revenue per ton-mile was in 1956-
1957 for an average haul of about 400 miles 1.156 d. (1.34 cts. equivalent).
This is somewhat below the average revenue per ton-mile of about 142 cts.
in 1956 on U. S. railways which have a similar average haul distaice, although
traffic on the latter is more varied.

4o. On certain low-value commodities rates are well below the Railwayst
average revenue per ton-mile. The rate for chrome for example., is 0.55 d.
per ton-mile, and that for coal is 0.56 d. per ton-mile on a 400 mile distance.

41. On the other hand the average rate for export copper from points
on the Copperbelt to Beira or Lourenco 'farques, a distance slightly exceeding
l,LOO miles, is about M l4.15.0 per ton, or U. S. 4h1.30 equivalent, which
compares with a rate of U. S. $23.55 per ton for the 1488 mile distance from
Salt Lake City to Chicago.

12. It is understood however, that a reduction of copper rates amounting
to 30 shillings per ton was decided recently to take effect on April 1, 1958.
This will result in an estimaLed yearly redtction of gross revenue of about
£660,000.

43. In Miarch 1958 a commission was appointed to inquire into the whole
rating structure of the Railways and report in about 18 months to the
Authority and the Government.

IX. ROAD CO'viPETITION

44. The Railways operate a Road Hiotor Service (RItS) in Southern
Rhodesia. RAS operates as a feeder service to rail transport at important
Railway centers, and as a substitution for rail service between Salisbury-
Sinoia, Salisbury-Shamva, and Bulawayo-West Nicholson (see map). In fiscal
1956-1957 it carried 320,000 passengers, 400,000 tons of goods, and 40,000
head of livestock. The increase in traffic over the preceding year was 8%
in the number of passengers and 17% in the tonnage of goods. Ri4S in 1956-
1957 incurred a net loss of £13,000.

45. Private road competition is significant. All transport by road
is regulated by a Road Service Board set up by legislation in 1936 as an
independent body on whaich the Railways are represented in an advisory
capacity. The Board issues permits to private road operators for passenger
or for freight service on designated routes only, provided that the rates
are not lower than the rates of the Railway or of iU4rS (except for hauls of
50 miles or less). Private operation however, is profitable because contrary
to RAIS and to the Railway, the truckers, (a) do not have to maintain scheduled
runs; (b) employ African drivers at lower wages; (c) frequently offer
faster service than the Railway, and make door-to-door delivery; (d)
specialize in traffic in the higher rate classifications, such as perishables
and small consignments.



- 9 -

46. The short-haul traffic (under 50 miles) is acknowledged by the
Railways to be unprofitable and such business has been largely pre-empted
by the truckers. On longer-haul traffic, truck competition is strongest
on special routes like Salisbury-Lusaka where the road distance is appreciably
shorter than the rail distance.

47. Private road transport is concentrated in the hands of a limited
number of larger undertakings which are efficiently operated, and are
expanding their operations in respect to selected classes of goods and
short distance passenger traffic. Ihineral traffic however is not vulnerable
to truck competition. viiost imported goods, subject as they are to degressive
rates per mile, are also unlikely to oe diverted to trucks. For these and
other reasons, traffic diversion to trucks in the near future is unlikely
to pose a serious problem to the Railways.

X. FINAiNCIAL ASPECTS

48. Balance Sheet The latest available balance sheet, as of March 31,
1957 is given in Aanex 4. Its main items are summarized below:

Fixed Assets (£000) Long-Term Debt (£000)

Unit Assets 51,h42 Government Loans 66,o64
Less Depreciation 12,640 Loans from Others 9,329

Net Unit Assets 38,802
Group Assets 30,185 Gross 75X393

Less Sinking Fund Assets 4,778
Total 68,987 Net 70,615

Investment Securities 4,124 Equity Equivalent 13,435

Working Capital

Current Assets 14,369
Current Liabilities 3,430
lNet 10,939

Grand Total £84,050 Grand Total £84,05o

49. Total fixed assets, net of depreciation, are about £69 million.
Fixed assets are divided into two main classes. "Unit Assets" are those
separate units such as rolling stock, locomotives, etc., which are eventually
scrapped on replaceraent. These assets are depreciated on the basis of their
individual useful life. "Group Assets" include permanent way, structures,
telecommunications, etc., which are valued conservatively and represent
approximately 43% of the total net fixed assets. These assets are renewed
out of revenue by means of a special account created to spread the financing
of necessarily fluctuating expenditure over the years.

50. As shown in the above summary, current assets exceeded current
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liabilities by 10.9 million, or a ratio of 4.19 to 1. Investment securities
amounting to £4.1 million as of Mvlarch 31 are not included in current assets.

51. Financial Structure The capitalization of the Railways is in
the form of debt, except for such surplus reserves as were acquired when
the Railways became Government owned, and reserves accumulated since then.
In the five-year period ended March 31, 1957 these reserves have increased
from £7.0 million to £13.4 million, and on the latter date represented
almost 16% of total liabilities. As of Piarch 31, 1957 the long-term debt
amounted to £75.4 million) against which £4.8 million had been accumulated
in sinking fund assets held outside the Railways, leaving a net long-term
debt of £70.6 million.

52. Operating Results Until 1957 the Railways' fiscal year ended
March 31. From 1956 on, it will end as of June 30 in order to tie in with
the Federal Government's financial year.

53. A detailed table of past revenues and expenditures for the five
years to March 31, 1957 and of estimates for the 54 years to June 30, 1962
is given in Annex 5.

54. In the five-year period ended March 31, 1957 net revenues have
increased substantially from £1.4 million to almost £4.4 million, reflecting
a sharp rise in gross revenues and an improved operating ratio which fell
from 89.0 in 1951-1952 to 83.5 in 1956-1957.

55. Gross operating revenue increased by 107%. This reflects, (a)
an increase in net ton-miles of 52%, and (b) the rate increases referred
to in paragraphs 36 to 38.

56. Operating expenses increased less rapidly (94% over the same five-
year period). Ihis reflects mainly increases of 34% in the total number
of employees, of 34% in the average wage for Europeans and 55% in the average
wage for Africans.

57. While Annex 5 shows an apparent fall in depreciation charges in
1955-1956 and later years, this is the result of a change in accounting
practice. In fact, the combined charge for depreciation and renewals was
increased substantially both absolutely and relatively, and ia considered
adequate.

58. Earnings * The improvement in revenues referred to under para-
graph 54 above is reflected in the improved earnings cover for interest
and total debt service as indicated below (details in Annex 6).

* The Railways are exempt from income tax.
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Times Times
Interest Covered Total Debt Service Covered

1952-1953 1,27 1.36
1953-19514 1.3! 1.36
i954-1955 2.32 2000
1955-1956 1.61 1.74
1956-1957 1.93 1.85

The return on net fixed assets rose from about 31% in 1952-1953 to over 7%
in 1956-1957, a significant improvement.

59. Disuosition of Net Income. The Rhodesia Railways distribute no
dividends. i\Net earnings are ap-oropriated to various reserves, principally
for improvement and betterment and for redermption of loans.

'I. DEVELOP13DT PROGRALM

6o. Traffic Forecast As indicated earlier, traffic grovth has been
extremely raoid in recent vears, showing a groith in the five-year -eriod
ended MIarch 31, 1957 of; (a) 58-' in tons hauled, and (b) 52% in net ton-
miles. Traffic estimates for the next five years -prepared by the Traffic
Estimates Committee in the fall of 1957 wTere -redicated on a growth of about
29% in total tonnage carried and about 28% in net ton-miles.

61. The details of these estimates iere discussed by the INission Ti th
Railway officials and wTith representatives of lead]ing shippers (particularly
for coal, chrome and copper). As a result, the estimates for coal and chrome
were revised dowwm-ard.

62. In the light of a reduced demqand for coal in 1Northern Rhodesia which
is largely due to greater availabilities of Congo oower and some decline in
copper outout, estimates of coal movtercnt for fiscal 1958 1-ere revised dowmDiard
slightly. Since th-e future coal mover;ent estimates included an allowance for
substantial exoorts, for Twhlich market had not yet been developed, further
downTward revisions were made for later years. These are intended to reflect
the expected reduction in thernal o1 er out nut when Kariba comes ilnto op?eration.
For ,Durposes of revenue anc expense projections, no export movement has been
included.

63. In the case of chrome traffic, estimates were nredicated on a rise
in exoort tonnage of about 80% to a level of over 1,25C,000 tons. In view
of thie announced curtailment of stock:-Aling by U. S. A. nnd the i-moending
expiration of U. S. barter contracts for -erro-clrome, this projection appeared
unrealistic. The revised forecast is based on rise of about 303 to a level of
about 910,000 tons in 1961-1962 consistent with a moderate rise in the share of
orobcble wrorld consumption ihich Rhodesia would suT3ly.

5L. Co-oer is not cx-oected to show arr, apo-reciable chan,e in ton-miles of
moovement, since much of the expected increase in production over 1956
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levels is expectecl to move via Iobito, involving only a very:r short haul on
Rhodesia Railways.

65. The following projection-s of movement of other categories of traffic
appear reasonable in the light of developments. The rates of increase assumed
are sigrificantly lower than the boom rates in the last five-year period
(1952-1957) as shomn in the following table:

1951-1952 1956-1957 1961-1962
Oc O 000 % 000 %
Tons Tons Increase Tons Increase

1 / - _ _ _ _ _ _ _ _ _ _ _ _

Other Ianerals 751 1, 295 72 1,525 18
Tobacco 98 170 73 233 37
General Goods 2,146 4,309 101 5,499 28

66. The nast and probable future trends in total traffic are shown in
the following, table:

Tons Carried Net Ton-ICiles
Total % Increase over Total v Increase over

Millions Previous Period Ifilons Previous Period

1951-52 6.83 2.815
1952-53 7.[46 9.2 3, 053 8.5
1953-5!, 8.13 9.0 3,379 10.7

1954-55 8.56 5.3 3,54ho 4.8
1955-56 9.59 12.0 3,913 10.5
1956-57 10.78 12.4 4,283 9.5

Esstimated
1957-58- 11.27 4.6 4h,54o 6.o
1958-59 11.76 4.4 L4,710 3.7
1959-60 12.23 11.o 4h,880 3.6

1960-61 12.13 -0.9 4,800 -1.6
1961-62 12.L0 2.2 b',890 1.9

Chiange from 1956-57 to 1961-62

1.62 15.0 607 12-.L

67. Cost of the Program The total Development Program contemplates
the exoenditures of fb.5.1 million over a neriod of 51 years beginning A-pril 1,
1957. Approximately 3L7.2 million were exr-ended in the nine months period end-
ing Decermber 31, 1957. ",x)enditures for the 2 -. year period beginning January 1,
1958 are estimated at £24.3 million, leaving a balance of £13.6 million to spend
after June 1960. A breakdown of exiDenditures for the total period and for the
period between January 1, 1958 and June 30, 1960 by major categories is showm
below.

1/ Exclusive of coal, chrome and copper
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Development Program - April 1, 1957 - June 30, 1962

Expenditures During Period
Item Total Expenditures Jan. 1, 1958 - June 30, 1960

(£000,000): (£000,000)
Traffic & Operating

Facilities (incl. CTC) 9.0 4.8
Housing: European 3.2 2.4
Housing: African 2.8 1.k
Permanent W4ay 8 Bridges 9.5 4.9
,gorkshops & Other Buildings 1.1 .4
Plant & Machinery .9 .4
Administration Buildings .3 .2
Road Aotor 7ervice Vehicles .6 .5
Deviations & Regrading 1.7 .4
Water Supplies .5 .3
Locomotives & Rolling Stock 10.4 5.4
Items Under £6,000 3.9 2.3
riiscellaneous 1.2 .9

145.1 24.3

A breakdown in foreign and local currency expenditures is given in Annex 7.
The estimates for the period ending June 30, 1960 are based on recent
quotations for imported equipment and materials and to a large extent,
on contract prices with an appropriate allowance for escalation. Reasonable
contingencies have been included in the estimates, of the order of 5% to
15%. Costs in local currency for various types of construction have been
estimated on the basis of prevailing unit prices. The estimates for this
part of the Program are reasonable but the estimates in respect to items
scheduled after mid-1960 are more uncertain and will undoubtedly have to
be revised when final specifications are prepared.

68. Financing of the Program Of the total cost of the Program, 72%
is to be borrowed and 28% to be financed from the Railwayst own resources.
Borrowing would amount to about £32.5 million, to be raised as follows:
£24.4 million from the Federal Government; £2.7 million from the Pension
Fund; and £5.4 million (equivalent to q15 million) from a proposed Bank
loan.

69. Appraisal of the Program The Program's purpose is to modernize
and increase the Railways' facilities in line with requirements. A short
description of the principal items with reasons for their inclusion in the
Development program is to be found in Annex 8.

70. The planned expenditures for the later years of the Program are
of course, more subject to revision in the event of possibly changing
circumstances than those for earlier years. In fact Tmuch of the £24 million
expenditure estimated for the 21- years ending June 1960 has already been
committed and manly orders placed. If, as now seems likely, future traffic
trends are less favorable than the estimates on which the Program was
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originally based, the later part of the Program could be reduced or deferred,
affecting mainly expenditures after 1960. It will be mainly after 1960
due to the impact of the start of iariba's operations on coal movement that
traffic may remain about constant. It is reasonable to assume however
that the estimated 13% growth over the three years ending mid-1960 will
materialize.

71. The items most directly related to total system traffic growth
are of course, rolling stock and locomotives. Since the only goods wagons
to be procured in the period to June 1960 are some needed special types
(e.g. refrigerator cars), there is little likelihood of reduction here.
In the latter part of the Program period, acquisitions of wagons were
contemplated but these may be deferred, except for specialized types in
short supply. Ihe passenger coaches being procured are mainly replacements
with new additions only in lower class services.

72. Locomotives are being added in the early period to balance tractive
power capacity with the present adequate stock of goods wagons to meet the
expected growth in traffic to June 1960. Presently contemplated acquisitions
after June 1960 are very small and also subject to review.

73. Other major items of the r-rogram are closely related not to total
system traffic but rather to requirements of particular areas or aspects of
the Railways' operations. Centralized Train Control is being installed to
increase capacity on special sections of heavy traffic density. Housing
requirements are obviously related to specific areas. Shop facilities and
equipment are related to special factors, such as increasing dieselization,
the age and condition of existing equipment and economies to be derived from
re-arrangenent of work flow in shops. Other iteras are sirmilarly subject to
special considerations, rather than fluctuations in total system traffic.
These program expenditures until mid-1960 appear justified in light of the
particular purposes.

74. In the circumstiances it can be said that the part of the Program
to be carried out until mid-1960 is sound and justified, even if the growth
in traffic should be interrupted for a few years after 1960.

XII. PROJECT DESC'rIPTION

75. The proposed Project is that part of the Program of the Rhodesia
Railways scheduled to be carried out from January 1, 1958 through June 30,
1960, and in respect to the strengthening and improvement of the permanent
way and bridges through December 31, 1960. The Project is estimated to cost
£25.3 million, of which £24.3 million will be expended in the first 21 years,
and £1.0 million for the permanent way during the following six months.

76. A list of goods considered suitable for financing by the Bank has
been tentatively agreed upon. Apart from the new diesels which are additional
units of a type initially bought under international competitive bidding,
all these goods have been or will be purchased on the basis of international
competition. The list of goods by categories is given in the following table.
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Category Expenditures During Project Period
(£000)

(i) Locomotives and Boilers 1,400
(ii) Coaching Stock 1,LOO
(iii) Permarent Way Materials 1,60o
(iv) Wagons 250
(v) Shop Equipment 150
(vi) Unallocated 560

Dollar Equivalent $15 million

77. Firm contracts have already been awarded in respect to all items
of equipment 1isted above and also for about 40,0 of the permanent way materials.
The list of goods to be finm ced does not include items such as installations
on that part of the Bulawayo-Vryburg line located outside the borders of
the Federation and the procurement of sleepers from Portuguese territories.

XIII. FI1AANOIAL PROJECIION

78. Earnings Projections Detailed forecasts of revenuep expenses and
earnings for the 5-1 years to June 30, 1962 are given in Arnex 5. These fore-
casts have been prepared on the following assumptions:

(a) traffic growth as explained in paragraphs 60 to 65 above;
(b) the existing scale of goods and passenger tariffs;
(c) no change in operating efficiency, as reflected in the

operating ratio;
(d) interest charges on present debt plus assumed interest rates

for calculation purposes only of 6f% on £27.08 million
in loans from local sources and of 5 3/870 on an 18-year
I.B.i.D. loan of U.S. $15.00 million (£5.36 million
equivalent).

79. The estimates take into account the recent reduction of copper
tariffs. Provision has also been made in the forecasts for the possibility
of a rise in wage rates that would not be matched by a corresponding increase
of tariffs, as seemed likely in the light of the present economic circumstances.

80. On the basis of these conservative assumptions, net revenues are
expected to increase from £h.4 million in 1956-1957 to £5.8 million in 1961-
1962, or over 31%. This increase while substantial, is smaller than the
considerable increases of the previous period described under paragraph 54
above.

81. As shown in Annex 6, both interest cover and total debt service
cover on the existing and proposed long-term debt would on the average be
slightly over 1.5 for the period. In 1961-1962 a large repayment of £600,000
to Rhodesian Anglo American Limited would temporarily reduce the debt service
coverage to 1.4.
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82. The rate of return on net fixed assets would be 6% or more
throughout the period (Annex 7).

83. Projected Financial Position Ln Annex 9 the future financial
position is shown in the comparative balance sheets for iarch 31, 1957 and
subsequent years to June 30, 1962.

84. Gross capital expenditure of £45.1 million will result in a net
increase of fixed assets of only £30.8 million. The difference is represented
by charges to income such as renewals of permanent way assets (£6.7 million),
retirements of other existing assets (£1.9 million) and depreciation charges
(£5.7 million).

85. Net debt would increase about £20.8 million, only about 67.5% of
the increase in net fixed assets, with undistributed earnings financing the
balance. Total equity equivalent would increase 102$ to represent 23% of
total liabilities as against 16% as of iiarch 31, 1957.

86. Get working capital would increase from £10.9 million to £12.7
million reflecting the cash surplus generated during the period, as shown
in the cash flow statement in Annex 10. In addition, the Railways have
arranged to purchase £2 million worth of Treasury Bonds and, as a result,
investment securities will rise to £6.1 million. To tiS extent the railways
could finance future capital expenditure without turning to the Federal
Treasury.

XIV. CONMLUSI01US

The affairs of the Rhodesia Railways are efficiently conducted
and their Development Program as a whole is sound. A Bank loan of t15 million
to meet part of the cost of investments to be made during the Project period
(as described in paragraph 75) is justified. The loan to be made to the
Federation would be relent by it to the Railways on terms satisfactory to
the Bank. The proposed term of 18 years including a grace period of three
years is acceptable



RHODESIA RAILWAYS
ORGANIZATION CHART

GENERAL MANAGER

I
DEPUTY GENERAL MANAGER

PRINCIPAL EXECUTIVE OFFICER (MOVEMENT) PRINCIPAL EXECUTIVE OFFICER (TECHNICAL)

ROAD MOTOR CIVIL MECHANICAL ACCOUNTS and
TRANSPORTATION SERVICES COMMERCiAL CATERING ENGINEERING ENGINEERING FINANCE AFRICAN AFFAIRS (a) STORES MEDICAL

Movement Movement Rates and Fares Dining Cars Planning, Planning of Accounting Employment Purchases Health of
Design and Motive Power Employees

Motive Power Maintenance of Terminal Organ- Refreshment Construction and Rolling Costing and Working Stock Levels
Section Lorries and ization at Stations Rooms on account of Stock Cost Analysis Conditions Medical

Equipment Development Deliveries Statistics
Basic Planningt Claims Hotels Program Maintenance of Budgetary Training

Development Locomotives Control Recoupment
Road Motor Publicity Canteens Maintenance and Rolling Regulations
Services of Way and Stock in Work- Financial Catalogues

Public Relations Kiosks Works shops Reports Welfare

Road Competition African Signal and Installation and Pay Sheets Housing
Refreshment Telegraph: Maintenance of and pay

I g Stores Construction Electrical Works procedure Staff
CHIEF STAFF PROGRAM and CHIEF STUDY ~~~~~~~~~~and Mainten- Statistics

OFFI STAFF STATPRSTGCRALM OFFCER OFFICER ance Standardization Costs andOFFICER STATISTICAL OFF'ICER OFFICER ~~~~~~~on account of Statistics Workmen's
Standardization Mechanical Compensation
on account of Engineering, Internal
Civil Engineer- Equipment and Audit Recruitment

Employment Coordination of Work Study ing, Equipment Procedure
Development and Procedure Depreciation Rations

Working Program between
Conditions Departments Pens ion

Schemes (a) In respect of
Training CoUation of GENERAL anCd LANDS African Staff

Statistics between and TRAINS SECTIONS
Regulations Departments

Welfare

Workmen's
Compensatton

Staff Statistics

Recruitment x

APRIL 1958 IBRD-471



ANNEX 2

RHO DES IA RA I LWA Y S

European and Colored Staff
Total Annual

Emoluments Average Wdages
L ~~~~~~~~T

1959 4,234,212 711.6
1951 4,993,499 796.7
1952 5,755,603 846.9
1953 7,142,193 957.4
1954 7,823,235 976.9
1955 8,618,489 1042.0
1956 9,780,741 1087.7
1957 11,156,942 1139.5

1958 (estimated) 11,600,000 1157.0

African Staff
Total Emoluments Annual Average Wages

Plus Cost of Rations including Rations

1950 835,574 55.5
1951 968,670 61.9
1952 1,162,397 67.8
1953 1,395,873 74.2
1954 1,482,816 75.1
1955 1,678,203 85.0
1956 1,875,951 89.0
1957 2,369,188 105.4

1958 (estimated) 2,566,000 108.4

Definition:

(a) Emoluments in respect of European and Colored staff
include basic pay, sick pay, leave pay, overtime and Sunday
pay, cost of living allowance, married accommodation allowances,
children's allowqance, pay in lieu of leave and other sundry
allowances. Travelling expenses and al'owances for use of
private motor cars are not included. No allowance has been
made for pension and rmiedical contributions payable by the
Administration in respect of such staff.

(b) Emoluments in respect of African staff represent the
total gross pay and allowances including overtime and Sunday
pay, family allowances, food a'lowances etc., as shown in the
pay sheets. To obtain average emoluments rations in kind
were added to total gross pay. No allowance has been made for
housing, firewood, uniforms, gratuities, etc.



ANVEI 3

G E _B 3^_> T AT 5! 1 _11-C fi
(North of Bulawayo)

Y- Ye arn h71 31 9 555§ 15 19S4 152L3 1___9__ 252-1951

Tonm Carried 10,778,24? 9,594,321 8,558,782 8,128,71*9 7,457,754 6,827,174 6,242,733 5,377,661

Gross Ton Mile (000'.) 9,497,256 8,767,243 7,981,975 7,540,277 6,769,235 6,249,172 5,701,245 4,984,198

Net Ton Miles (000's) 4,283,242 3,912,909 3,540,229 3,379,310 3,053,159 2,815,471 2,613,753 2,282,597

Train Miles 12,503,830 11,862,954 11,454,234 11,183,559 10,401,128 9,541,534 8,757,606 7,818,934

Train Ingine Hours 828,361 770,495 738,064 707,539 664,157 600,906 538,902 466,760

Train Miles per Train Engine Hour 15.1 15.4 15.5 15.8 15.7 15.9 16.3 16.8

Average Gross Train Load: Tons 760 739 697 674 651 655 651 637

Average Net Train Load: Tons 343 330 309 302 294 295 298 292

Average Haul: Miles 397 407 411 413 407 409 415 421

Receipts per Net Ton Miles for
Principal Cargo 1.156d 1.038d 1.003d .830d .805d .704d .680d .648d

Average Wagon Load (Loaded Wagons
only): Tons 27.98 27.80 27.51 27,56 27.86 27.53 27.74 26.67

Wagon Miles per Wagon Day 54.72 55.42 53.86 58.57 56.89 60.55 61.92 67.01

Neton Miles Rer Wagon Day 988.64 994.14 955.43, _- I 72 1.0i49.63 l.101.81 1.94>.10 1.210.57

NMEER OF W4PLOYUS

luropean 9,789 9,122 8,505 7,846 7,792 6,892 _ _

African & Coloured 29,41'5 21.910 22.88' o _ i866_

Total 33.224 31,052 29,390 27,942 27,406 24,758 - _



ANNEX 4

RHODESIA RAIL.AYS
Summary Balance Sheet
as of March 31, 19$7

ASSETS (o 0oo) I LIABILITIES (o 000)
t

Fixed Assets ' Long Term Debt
-~~~~~~~~~~~~~~~~~~~~~~~~~~~

Unit assets 51,4T2 ' Government loans 54,611
Less depreciation 12,640 ' ECA, FOA 6,791
Net unit assets 382 ' I ED 4,662
Group assets 30,185 ' RaiDlays Pension Funds 8,429

t Rhod.Anglo American Ltd. 900

Total 68,987 '
1 Total 75,393

Investnent Securitiest !, 12ht '
I Less sinking fund assets 4,778

Working Capital
Current Assets ITet long term debt 70.615

Temporary investments* Eq,h90 Euity Equivalent
Inventories 6,626 1

Receivables 3,897 t Non Interest bearing
Cash in Banks 2,356 ' capital 5,942

Capital Redemption
Total 14,369 ' account 4,778

i Miscellaneous reserves 2,715
Current Liabilities

Total 13,435
Creditors 3,034
Provisions 396

Total 3,430

Net Working Capital 10,939 '

Grand Total 84,050 Grand Total 84,050

The Balance Sheet as published by the Rhodesia Railays, has been amended by
transferring ; 1,606,000 .-!orth of Savings Bonds and Southern Rhodesia Stock

from "Temporary Investments" into "Investment Securities" on the grounds that
they could not be sold 'iithout loss. "Investment Securities" include mostly
British and Rhodesian Government Stock.



RHODESIA RAILlWAYS ANNEX 5
Actual and Estimated Income 1952-53 - 1961-62

' ( . o O O)

A c t u a 1 Years endiing March 31, lstimated Years end.in4 June 30,
1952-5.53 1953-54 1954-55 19556 1956-5 17-8 1958-59 195926 0 1960-61 1961-62

I. 0peratinr Revenues 1 (15 months)
A. Railways 15,397 17,096 20,821 23,159 26,791 ' 37,402 30,340 31,467 32,016 32,866
B. Others* 471 544 627 1,096 1,212 ' 1,669 1,330 1,350 1,350 1,370

15,868 17,640 21,448 24,255 28,003 ' 39,071 31,670 32,817 33,366 34,236
II. Operatine 2gqgp
(excluding d.eprecielcm)

A. Railwa>-s 13,055 13,967 15,190 18,280 21,288 29,284 24,347 25,191 25,242 25,560
B. Others* 623 620 669 1,o95 1,190 1,641 1,310 1,329 1,328 1,347

13,678 14,587 15,859 19,375 22,478 ' 30,925 25,657 26,520 26,570 26,907
III. Depreciation

A. Railways 937 1,190 1,441 1,317 1,112 I 1,486 1,324 1,394 1,464 1,536
B. Others* 65 69 92 70 71 72 73

937 1,190 1, 441 1,382 1,181 ' 1,578 1,394 1,465 1,536 1,609
IV. O?e ratl- BExpenses
(incbluing deprdation)

A. Railways 13,992 15,157 16,631 19,597 22,400 o 30,770 25,671 26,585 26,706 27,o96
B. Others* 623 620 669 1,160 1,259 -1,733 1 1,380 1,400 1,400 1,420

14,615 15,777 17,300 20,757 23,659 ' 32,503 27,051 27,985 28,106 28,516

V. Ooeratir Ratiq,** 90.8 88.7 80.0 84.6 835 ' 82.2 84.3 84.4 83.4 82.4

VI. Yet OperatixRevenues
A. Railways 1,405 1,939 4,190 3,562 4,391 ' 6,632 4,669 4,882 5, 10 5,770
B. Others' (152) (76) (42) (64) (47-) _(64) (50) (50) __0) (5_

1,2S3 1,86i 4,148 3,498 4,344 * 6,s68 4,619 4,832 5.260 5,720
VII. Non Onenatin Income

.I inte rest Uiet) 144 101 82 1 1 230 ' 185 250 270 290 310
B. Rtents, etc.. 181 258 299 3L1199. 579 440 440 440 40

325 359 381 128 629 i 764 690 710 730 750
VIII. Net In;ome beore I

fixed' charges 1,578 2,222 4,529 3,626 4,973 7,332 5,309 5,542 5,990 6,470

IX. InteZest 1,237 1,652 1,947 2,247 2,574 3,531 3,451 3,719 3.933 4,184

X. Net Income 520 A72 2,582 _1,379 1 3801 1,823 25Z 2,286
* Road Motor Services and Catering Department. ** Railwrays only.



AiNEX 6

RHODESIA RAILW'AYS

Interest Coverage and Debt Service Coverage
1952-53 - 1961-62

-( 0 0 0)

Provision Available
Net Income Interest for Depre- for Total Debt

before Charges ciLation & Debt Service
P e r i o d Interest Amount Ratio Renewirals Service Amount Ratio

Col. (Col. (Col.
2 to 3) 2f 5) 6 to 7)

(1) (2) (3) (4) (5) (6) (7) (8)

Actual

1952-53 1,578 1,237 1.27 937 2,515 1,845 1.36

1953-54 2,222 1,652 1.34 1,190 3,412 2,495 1.36

1954-55 4,529 1,947 2.32 1,441 5,970 2,984 2.00

1955-56 3,626 2,247 1.61 2,152 5,778 3,317 1.74

1956-57 4,973 2,574 1.93 2,334 7,307 3,942 1.85

Estimated

1957-58 (15 months) 7,332 3,531 2.08 3,007 10,339 5,428 1.90

1958-59 5,309 3,451 1.53 2,554 7,863 5,129 1.53

1959-60 5,542 3,719 1.49 3,036 8,578 5,504 1.55

1960-61 5,990 3,933 1.52 2,902 8,892 6,304 1.41

1961-62 6,470 4,184 1.54 2,765 9,235 6,141 1.50



ANNEX 7

Estimates of Foreign and Local Currency

Expenditures for -the 5-1/4 Year Program

Local Foreign
Total Currency Currency

('000) (LOOO) (;0O0)

Traffic & Operating (including C.T.C.) 9,044 4,744 4,300

Housing Evropear. 3,154 3,154

ft African 2,786 2,786

Permanent Way & Bridges 9,442 2,067 7,375

Workshops and Bulildings 1,126 926 200

Plant and Machine2rj 904 150 754

Adrinistration Buildings 325 325

Road MIotor Service Vehicles 563 56 507

Deviation and Regrading 1,713 60o 1,113

Water Supplies 481 321 160

locomotives and Rolling Stock 10,442 750 9,692

Items under T 6000 3,882 2,912 970

Hiscellaneous 1,243 1,003 240

;45,105 419,794 X25,311

Note: It must be appreciated that in some cases e.g.
locomotives and rolling stock, thle allocation
between foreign anid local currency expenses, al-
though approximate, can be reasonably estimated.
Much of the Program, however, consists of items
whose nature is such that they consist of both
foreign and local expenditures and the al-
location, therefore, contains a much greater
element of estimation; neverthleless it is
considered that the overall allocation is
reasonable.



ANNEX 8

DESCRIPTTON AND JjSTIFICATIO N OF PFIBTCIPAL ITES1S

INCLUDED IN THE DEVELOPfNTT PROGRAI

TRAFFIC ALP OPE?f.TDIG FACILITIES (419.0 million)

a. New Gocds Depots and Extensions

The program comprises the completion of goods sheds at Nkana,
and additions or improvements to facilities at N1afeking, Lobatsi, Iisasa
and Gwelo, and provision of sheds and offices at Salisbury. These works
are required to permit the flow of increased traffic and better use of
rolling stock.

b. New R-nning Sheds and Fueling Facilities

Engine sheds at many division points are inadequate for the
present number of locomotives. Provisions are made under this head for
improvements and new depots at Nkana and Thompson Junction and for the
improvement of the depot at Livingstone, including coaling plant and ash
handling facilities and other related works.

c. New Service Lines, Station Yards and Crossing Loops

In view of the continuous increase in traffic, certain stations
have to be expanded and additional crossings added.

d. Improvements to Communications

The Railways are in the process of improving communications to
obtain increased operating efficiency. This item includes additional
channels between Bulawayo and Mafeking, and carrier system between Gwelo
and Malvernia.

e. Signalling and Centralized Train Control

The decision has been made to replace the paper order system of
train control on the entire main line by Centralized Train Control including
powier operated points and advanced starter signals. Centralized Train Con-
trol will considerably increase the capacity of the line and will allow
expansion of traffic movement for many years to come, in addition reducing
running times. The cost is estimated at ;29,COO per crossing including
control cabins and cables. The total armounts to T5.5 million spread over
the period of the program.

f. New Stations Including Offices and Track Work

The program envisages the completion of the alterations at
Bulawayo station and the construction and remodeling at Salisbury,
Livingstone and Ndola.
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EUROPEAN HOUSING (;,3.2 rillion)

Because of the general shortage of housing, the Railways have
had to adopt an extensive housing program for their European personnel.
Where alterr:ative accommodation is available, only staff in what is known
as the "emergent" category are ertitled to married quarters. This cate-
gory comprises staff subject to "call-outt' and those who mus live near
their work. In Northern Rhodesia, because of the almost complete absence
of other housing, the Railways have to provide housing for the majority
of the Railways' staff. The Railways in conjunction with building so-
cieties have worked out a plan to make it possible for the employees to
purchase their own properties on instalment plan.

AFRICAN HOUSING (12.8 million)

This item includes urban housing, rural housing, including water
and sanitation, portable houses for mobile gangs, and general items con-
nected with houses, roads, lighting, etc. A total of about 3,750 urban
houses, and 1,300 rondavels in rural sect_ons are to be provided. The
Railways have the obligation of housing their African staff and must ful-
fill this obligation in order to have an adequate labor force.

PEMIANEaT WAY AND BRIDGES (T,9.5 million)

A program for track renewals has been established by the Rail-
ways for three main categories.

(a) For the strengthening of the main line.

(b) For the rehabilitation of branch lines with heavy rails where
existing 60 lb. rails are being overstressed by heavy mineral
traffic.

(c) For the replacement of worn-out 60 lb. rails on other sections
where second hand rails can be used.

In 1056 at the request of the Railways, the South African Rail-
ways and Harbours Administration undertook a number of fatigue tests on
various sections of the Rhodesia system. These tests produced important
information on endurance limits and have served as a basis for the program
of rail relaying. Consequently, it was decided to strengthen the Northern
part of the main line by relaying 225 miles with 90 lb. rails and to use
the 80 lb. rails that will be withdrawn for relaying the heavier traffic
sections of the secondary lines. In addition some hO miles of new 80 lb.
rails, and 1C6 miles of 60 lb. rails will be procured for the Vryburg -
IHlafeking line and for the secondary lines. An adequate number of new steel
and hardwood sleepers will be placed on the tracks.

About ;6oo,0o0 will be spent for the strengthening and replacing
of bridges.
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The strengthening of the track and bridges is an essential part
of the development program in order to maintain the heavy traffic of coal
and minerals.

BUILDINGS A ITD WRCS0HOPS (4l.l million)

This item covers new buildings and additions at the main work-
shops to provide for repair of the increased number of locomotives and
rolling stock, Included also are the extensions to store buildings to
maintain an adequate supply of spares.

PLANT AND 1YCHINERY (4900 thousand)

Thlis item will provide machine tools and equipment for the en-
larged repair shops and for modernization of some of the existing equip-
ment. Included is also the replacement of the earth moving equipment which
has completed its economic service life. Additional electrical instal-
lations are also provided.

ADMINISTRATION BUILDINGS (4325 tlhousand)

This item covers the first stage of the construction of a new
building for Railway headquarters in Bulawayo which has become necessary
to accommodate the increased number of Railwaay staff. Some alterations
are also included for office buildings in Salisbury, Owelo, etc.

DEVIATIONS AND REGRADING (-1.7 million)

In view of the increase in traffic movement it is necessary to
double the line on the outskirts of certain large centers such as Salisbury,
Gwelo, Bulawayo, Broken Hill, Ndola, and others. Provision for these works
are included in the program, but construction will depend upon the operating
requirements.

LOCOMOTIVES AND ROLLING STOCK (010-4 million)

Locomotives In 1956 the Rhodesia Railways retained the firm of
consulting engineers, lerz and iNloLellan, to investigate the economic aspects
of an electrification program for the Railways. WZhile the report of the
consultants submitted in July 1°57 showed that substantial economies could
be achieved in running costs by converting certain sections from steam to
electric operation, in the light of conditions now prevailing the Railways
have decided not to embark on a costly electrification program for the
present. The Railways had on order a sizeable number of new steam and
diesel locomotives, some of which were recently delivered. With these ad-
ditions to the existing locomotive fleet, it is calculated that the tractive
effort available will be adequate to meet demands for some years to come.
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The number of locomotives to be procured under the Program is 61, consisting
of 46 steam Garratt locomotives and 15 diesel-electric locornotives. The
Garratt locomotives and 12 diesel locomotives have already been ordered.

Coaches The programmed additions and replacements to the coach-
ing stock comprise 88 coaches of various classes and 75 guards vans for
both goods and passenger traffic.

The coaching stock will serve to renew the overaged equipment on
a condition basis, whilst at the same time due cognizance- has been taken
of the changing trends towards increased African passenger movement.

Wagons Orders have been placed for 40 refrigerator wagons and
30 hopper uagons remain to be ordered. In addition 1[5C covered wagons are
tentatively included in the program. Half of these wagons are general pur-
pose wagons, and the other half are for bulk wheat imported from Australia.
INheat has until now been imported in bags, but future imports from Australia
are expected to be in bulk. The actual number of covered wagons to be
purchased will depend on the development of traffic and on the form of wheat
imports.

Arrangements have been made to lease wagons from Anglo American
Rhodesian Development Corporation under a special agreement. Since the
capital cost of these wagons is to be borne by the latter, it has not been
included in the Development Progran.

Others Two breakdown cranes are included in the program as well
as underframes for repair of coaches, cabooses, etc.
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RHODESIA RAILTTYS

Actual. and EstimaLted Bal&meo Sqheets-19574.962
(11 000,000)

Actual Estimated
March 31, Fiiscal year ending June 30,
1957 1958 1959 1960 1961 1962

ASSETS

1. Plant and Equipment* 81.8 93.5 101.5 107.8 113.0 118.3
2. Depreciation Reserve* (12.8) (13.9) (14.9) (16.0) (17.2) (18.5)

3. Net Plant and Equipment 69.0 79.6 86.6 91.8 95.8 99.8

. Net Working Capital 10.9 10.3 10.7 11.2 11.2 12.7
5. Other Investments 4.1 6.1 6.1 6.1 6.1 6.1

6. Grand Total 84.0 96.0 103.1 109.1 113.1 118.6

LIABILITIES

7. Direct Government Loans 54.6 63.7 66.5 70.5 73.1 77.9
8. Indirect Government Loans 11.5 10.h 13.3 13.4 13.5 12.4
9. Loans from Others 9.3 10.0 10.4 10.7 10.5 10.3

10. Gross Long Term Debt 75.4 8h.1 90.2 94.6 97.1 100.6

11. Less Sinking Fund Assets 4.8 5.6 6.5 7.4 8.4 9.2

12. Net Long Term Debt 70.6 78.5 83.7 87.2 88.7 91.4

13. Capital Redemption Account h.8 5.6 6.5 7.4 8.h 9.2
14. Non Interest Bearing Capital 5.9 9.0 10.2 11.4 12.9 1h.7
15. Other Reserves 2.7 2.9 3.0 3.1 3.1 3.3

16. Equity Equivalent 13.4 17.5 19.7 21.9 2h.h 27.2

17. Grand Total 84.0 96.0 103.h 109.1 113.1 118.6

Ratios

1. Debt/Equity ratio 84/16 81/19 80/20 79/21 78/22 77/23

2. Rate of Return on
Net Plant and Equipment % 7.2 7.0 6.1 6.0 6.2 6.5

* Net of retirementsamounting to a total of i 1.9 million over the 5 1/4
year period.
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FRHOND1SIA RAII7-fYS

Estimated Cash Requirements and Sources of Funds
April 1st, 1957-June 30th, 1962

(L 000,(X0)

15 months
to Juine
30, 1958 1958-59 1959-60 1960-61 1961-62 T o t al

I. Cash Requirements

A. Debt Service
1. Interest 3.53 3.245 3.72 3.93 4.18 18.81
2. Capital Pedemption 1.90 1.68 1.78 2.37 1.96 9.69

Total 5.43 5.13 5.50 6.30 6.14 28.50

B. Capital Expenditure
1. In renewals of non-

depreciable assets 1.43 1.16 1.57 1.36 1.16 6.68
2. In additional assetsl2.20 8.39 6.64 5.55 5.64 38.42

Total 13.63 9.55 8.21 6.91 6.80 45.10

C. Investment in Treasury
Bonds 2.00 2.00

Total Cash Requirements21.06 14.68 13.71 13.21 12.94 75.60

II. Sources of Funds

A. Cash Generated
1. Net Income before

fixed charges 7.33 5.31 5.5L 5.99 6.47 30.64
2. Provision for

renewals 1.43 1.16 1.57 1.36 1.16 6.68
3. Depreciation 1.58 1.39 1.416 1.54 1.61 7.58

Total 10.34 7.86 8.57 8.89 9.2 244.90

B. Borroaiings
1. Federal Government 9.25 2.99 4.21 2.85 5.13 24.43
2. IBRD - 3.65 .85 .86 - 5.36
3. Pension Funds .85 .60 .60 .60 - 2.65

Total 10.10 7.24 5.66 4.31 5.13 32.44

TotalSources of'Fnds 20.242 15.10 14.23 13.20 124.37 77.34

III. Cash Flowu
1. Cash balance at

beginning ofpiod 2.36 1.724 2.16 2.68 2.67
2. Cash surplus for

the period -62 .242 +k52 -.01 1.43 +1-7h
3. Cumulative cash

surplus 1.72 2.16 2.68 2.67 4.10
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