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GoveErRNmENT Mouse
Nairosi
KENnYA

/7 Jenuary, 1959,

I have the honour to refer to your
Despatch No. 728 of the 5th December, 1938, regarding
certain proposals for the repayment by the Fldoret
Municipal Board of the outstanding belance of the
loan made to it by Government and to inform you that

it is proposed to adopt the alternative accounting

arrangenents shggested by you in paragraph J‘oi your
despatch,

I have the honour to be;.
Bir,

Your most obedient, humbl e-servafit,

Ao -t

CHIEF MARSHAL,

g
GOVERNGEééT

THE RIGHT HONOURABLE
MALCOLY MACDONALD
SECRETARY OF od*ATE FCR THE COLONIES,
DOWNING STREET,
LONDON. . ..3.W,1. .
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- @ ) M Costley wnite. S/ /38,

" My 'alkerQ:j] " p ‘% . e
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Mr. A. ]. Dawe. / =

DOWNING STREET.

Sir H. Moore.

Sir G. Tomlinson. ’ lovember—3986.

|

Sir . Shuckburgh.
! Permt. U.S. of S.

Parly. US of S,

Secretary of State.

S8ir,

!R-ﬂ : I have ete. to

. acuhowisfige the receipt of yd
e

- &

St M  despator No.537 of-the 20th of

Governor., .
September, and to inform you that

1 dppruve your propussl blat the

Eldoret Munieipal Board should

fe

s enter into a new agx‘eeinerit' in the
terme and subject to the conditiong
specified in your despatch, for the

repayment of the outstanding

FURTHER ACTION. balance of the loan made to it
by W# Government in connection
with the acquisition of the
Elderet Water Supply.

2. As regards (he sccounting

s v arrangemerts




arrangements prbpoaed in the penultimate

peragraph of your despatch, I am-adyleed hrgwd ]

thet—it would-not he in accordance with-—th

% :
Sinking Fund)[ I would euggest that the most

G tome

d-_ph method by which the necessary formal
authority can be aecu;'ed would be to transfer
to revenue the innﬂng 8inking Fund and future
cnpit;l repayménts, and to include under a
Special Expenditure head § contributiongof a
similar amount to the general Bupplementary
8inking PFund.

1 have, etc. R

e’

«©

&
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GOVERNMENT House
) Naiqas!
Bk - Kenva
RECEIVED
27 SEP 1938

90 September 1928.
C. 0. REQGY
L= > HENS

8ir,
I have the honour to refer to Kenya despatch

No.311 of the 9th lay, 1933, from Sir Philip Cunliffe
Lister (how Lord Swinton) concerning the acquisition
by the Eldaret Municipal Roard of the Eldoret Water
Supplye. ’ >

2. The El'doret MYunicipal Board hgs been somewhat
d isappointed with the financial results of the
adfiinistration of the. Water Supply. Aftsr pro¥iding
for the payment of the instalmeuts.-to Government, and
the cont of operation and maintenancs, & chargs to
oonlunrl of §h.3 per thouunl gallous glves & trading
-profit which has reached only £600 per annum. in .
1933 and 1934 losses .ggt;gating £466 were sustained,
and the maintenence of profits at the pregent level
mast largely depend on the continuance’of prosperlty
in that netghbourhood ai.uu‘gprif{., 18 yot et present gossible

to foresee any marked ‘an;;nass. in the pbpulaticn of E

the town. ’ ® »

3e In 1937, the costs of operation and maintenance

amounted to £610.12.75 and the annual instalment due

to this Government in repayment of capital and interest

is £3,055. Economi’e‘s have slready been made in the
cost of operation and maintenance which in 1933 amounted
to £836. The rate of Sh.3 per 1,000 gallons compares
with Sh.2/- charged in Nalrobi end Nakuru, and Sh.2/50
in Vombasa, and is only equalled in certaln minor water
suppligs/

THE RTGHT HONCURABLE
MELGOLM MACDOTALD, ¥.P..
HSECRETARY OF S8TATE JOR TUE COLONIRS,
DOWNING STREET,

w1

s
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supp] lge. . Tus Dldored J,,mu.cix;a.. Boara b g thereicre
A conclal‘lkmnt the ‘only way of offectlhp unv impiovement |
;i_?‘l Lhe'( fiﬁ’ancas of the water supply iles i a revisicn
of the terms of repayment of the ;:apit;al cost td the
Government .
4. The present financial rosition is regarded
as belng unsatlisfactory for the following reascn. The
water is supplied by gravity, tut the gravitatiovn main
i comparatively lon¢ and the pressure high. Con=
sequently, while the operatior and maintenance costs are
low, the capital cost is relgtively large, and so long
#5 iInterest and sinking fund charges are payable on the
" whole of the capital there cau be little prospect of
any reduttion ln s rateé or of the lunicipal Board
| Tecelving that measurs ot profit for which 1i naturally
,‘ looks., . The aim of the L‘hmicipal Board is therefare to
. build up & Panawa‘.; Fund with a viow to decreasing and
evatsﬁually elimiva ting thue hsavy .capital charges. It is
eptima ted that the sysﬁem will regqaire replacement in
1950, but the present profits wooumulated in u renswals
£ xnf would not realise much more tha.n £7,000 by that
~g“'r1me. - -It"is urged that 4this figure repxesénti too >
small a proportion of the original valuation of £31,871,
S. It is therefore proposed that the present loan
agreement should be cancelled, and that‘ the Government
and the lunicipal Board should enter into a new agreement
providing for the repayment of the outstanding balance
of £24,359 over a period of twenty years from the lst
January, 1938, and for redu¢tion of the rate of interest
from 5.23% to 5.17%4, the latter being the rate
applicable to‘ a loan for twenty years or more. The

repayment of capitsl will continue to be calculated on

the/




.ﬁhw

e mmul psynnt by th; Bou'd will ba _reduged tu‘t
25 058 to 82,111,

6. An esunt‘lal condition of these revised terms
is that all surplus earnings of the Water Supply shall
be carried to a renewale fund, and it is estimated that
by 1960 it should be possible by this means to
accumulate nearly £20,000. This condition has been
accepted by the Municipal Board.

7.  In paragraph 2(ii) of his despatch }o.116
of the 13th February, 1931, it was declared vy Lord
Passfield that the period of a loan snould not exceed

_ the probable estimated life of the work on which the

money will.be expended . Tt must be assumed, of course,

that in 1980 the I!unlolp'.l Board will have to replass
the gc

it part of the plant and that & renewal s ruad
of cun #80,000 will provs to be t@Egufrislent. In

m lhnneo of other remerveés the Board would aonlequ;!

be compelled to raise & neéw i6an for the purpose before
the existing losn is fully rapmid, Op the other hand,

it dan safely-be assumed that the ammmt" of the new

lowmaz nth the outntanding bnlunca of me -2

0rig1aul loan would .mou.nt to a. aum ‘less than the cost
of repla.cemnnt, the’ balance being found from the
:Ironewgla fund. Consequently, the value of the asset
wpuld exceed the total amount outstanding on loan .
l;scnunt, and there would in fact be no departure from
the principle underlying ghe statement quoted at the
beginning of this paragraph.

8. In accordance with th: procedure outlined in
your predacuoor‘l circular deapa.toin of the 25th

/?/ 7 Novumber, 1937, the item in the Colony's Balance Sheset
7663/ e,

/,,#/

"Advences/



o e

sgalnst the carresponding item "Loan. Funds - 3ale of

_ "Advences, Ildoret Manicipel Board" will be writ

® % Eldoret ater mﬁply*, and the gpecial n.ccm{pl:}ng i i
o arrangements detailed in paragrephs 9 and 10 of Sir
I/SI,} 33 Joseph Byrne's cdespatch 0.171 of the 16th lMarch, 1938,

: will thereupon lapse. At the same tj:ma it is proposed
thet the Eldoret Water Works Supplementary Sinking Fund
should be absorbed in the general ‘Supplementa.ry Sinking
Fund, to which Tepayments of capital by the EZldoret

lunfoipal Board will in future be direatly credited.

9 I shall be glad to receive your approval of

| ; the proposals contained in this despatch.

e I have thé Honour Lo ha,
8ir,
Youk mewh SHadient,
umitle servent, - =

_ ' (o

GOVERNOR'S DEFGTX.

€ &




