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8ir,

The Lords Commigsionsrs of His Majesty's Treasury
nave had before gpﬁm Mr. Fiddes's le*ter of the 29th
December last (36042/1910) and the accompanying copy of a
despatch from the Governor of the Fast Africa Protectorste
on the subject of the installation of private “elecraph and
tele; Wore lires.

Iro vopldy, I an uirected to state that, if the
Protectorate funds are insufficient to allow the provision
of the lines at Government expense, My lLords will offer no
objection in principle to the adoption of a scheme under
which the necessary capital will be found by the private
customer.

Before, however, giving a general sanction to S8ir
Percy Girousrd's proposal to provide such cepltal 1) 4 requirilg
the customer to pay a suffmlent rumber of yaa,re pen’b in "

“The U‘pder Sucret.ary ofv’ &l#:e,
Colonipl Office.



any sb@et;aiom 2 %6 ‘the main principles on which the
finance of such a scheme should be elaboratéd. The memoranda,
}owever, ty the expert vtficers of the Post Office with
which the Pogtmagter General has been geod enough to furnish
Their Loerdships wrfortumstes, show that there are likely to
te sC wany a:fforencen Letween conaitlcens in Kast Africa and
Cthose of whion tne Pest Offics have sxparience that it will
probably be difticuiz to get much giidance from the practice
nothia counrg,

Jopies of *liu meroranda ars however enclosed 1in
cuse Lney sno.ic be of a., aBsistance to the Secretary of
State and the autnorit.es of the Protectorate.

The prima fucis consideraticns which occur to My
Lorde are as [0lioWs: =

They assume " rut leuses would be arranged on the
basip of the lines becoming the property of the Administra-
“ion ut ‘re ena of "ne agrecd -erm, in accordance with the
(rirciple <hat evermment shoulc own and maintain all such
lines, and -nere would be nothing unfair in this, inasmuch as
the capital cost would be provided out of moneys due to the

“Governmert for rental under this lease, . f:hwd'l paid in advance :
of the times when stich remtal would noruﬁfhecm duss

’t-minbd with ra

struct t‘.glma.




then, U"ine the ycrloa pefore remt agaln began 10 be paid,

the Governmert, would be incurring out of pocket expenditure
and renewals of plant

on administration, wurking oXp.enses,
for which at the momert it wou.u he recsiving no raturn.
Therafors a constant rsnt fixed for the periocd of the lease
would have to be fixed at such & rate 88 woula not only
cover the said charges for the remainder of the period while
the rent was being paid annually, but also recoup to the
Government the similar outlay for the earlier perlod.
My Lorde do not doubt that it would be possible to calculate
a rental which would satisfy this requirement, but it woula
require care; end of course the amourt, to be allowed for
_administration, working expersss, mairtenance and renevals
of plant would require elaktorate calculations which should be
based so far as possible on uctual experience of the life of
plart and of the cost of working, maintenance, etc. of such
lines under the conditions prevailing in East Mrica.

It would no doubt be well for gafety's sake to
include & slight margin of profit, but My Lords will be
ready to giye Their best considerstion to a scheme worked
out in detail, with conerete figures, in thexligh& of the ’ i
above remarks and of the Post Office mrmﬂa provided
that it is shown to satisfy the gne sxsential requiremert,;
that of safeguarding the Protectorata {and therefore the '
Exchequer) fram any loss. e

)




Otfice,‘ Lﬁnﬂon, on the financial proposals of the East .

Mrica Protectorate.

It may, it is thought, be laid down as sound pro-

cedure in conmection with rented telegraph and telaphone

lines that the Lessor should recover during the period of

rental:-

oD
.

Interest on the Capital outlay.

The sum ropresert ng the depreciation suffered by
the plent, i.e. the difference between the first
cost of the gl&nt and its value a8 a realisasble
aspet when abarndened by the remter.

e coste of maintenance incurred.

In the special case of & line 1n the Bast Africa

Protectorate of which the prospective renter pays the first

cost 1.,

"Interest on the Capital outlay" is, of course,

entirely eliminated so far as the undertaker is concermsd.

As regards 2 the annusl ampymt. chargesble depiends s

Pt

i m&gn.e f.lmt the retmm. Kumg borne tHe nr%t cost” -

of the line, would be unlikely to abandon 1t and thus

anr1f1ce h1s intgrast t¥9r01n until the expxnntion of the
. W ¥

lee
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% ife of 1he plant. This being the case

depreciation may be

gy read wniformly cver the ¢41. 1ife of the plant. In view

of the fact that, in puving the aspreciat.ion charges, the

rertur Wil. te, noht rep ind O <a. experded by the lesscr,
bt ruther ,reviaing a f.nd for vne renewal of plant, it

Jnsidored crat the wammo2ncl ded, for dsprecia’.on, 1N the

a tvg g nkiry fund paslie.

c.la te cal iiet-a 0%

& wlioa cf calcuiatior has Lo aife s f redacing “i8
rie o Crec.t L the corner #itn the sccretlons
¢ srereet LTt Bns repald. Some doubt is fe.t,

Lewer annu.l rentel com; ri8ine enly

Negthied Tne

narpes (even thoush the

1 ui. cee.ttuhaliCs a0 duplod LatlCh o

Latte e CalClilatol 8B Blgpstel Lo Sinkirg fund basis)

We eee Lo rupert ato afrabgoment wrice ‘ne runter would

Culg.dm o e .li.C.ently coupensaty pom for hie intiial

i, s Morwiver “heequity of 1mpoBird ful. vepreciation

Crarecn Uichs portaps veo Curtustad ar &4 & .r arrangemant, |

applise to Boc A clT T, apparentiy assumes that the 1‘

circuit mill be rentea in perpetuity.
g

In thesge circumstances 1t is suggested that the
annual ps{lﬁem required ;of the rentdr ghoula be only the cost
of A.;mtenﬁ;co with an addition for sprofit but that the
asredment shpuld provide for the renter to bear the cost of

ul}. rsn"alak they become necessary, or, altomat,ivsly,
thnt &n annualk payment for deyrecxa&zon be imposed on ‘the
underats.ndmg that in the event of bha line being gxum A ¢

- 8ay bala.nca in respect of pa.‘yments m&a under thin “head over

the costs incurred for ranewals will be refunded to the

ranter. Whetrsr this proposal be adoPUed or 'xot. T
BUWTH.J.SB o
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autpnorities in the Bast AfT

1ca Prutectore®s will

require

to the cost of

to obtain inalspersu: .- .nforma®ion &g
maintainins *he Telegraph and Telepi.one plant inder vne1r
cortrol, ard it 1s thowh rat the nethod ade ted o = gy
BY‘I'.NB'? Post Office of obtu.nille Bimidal ihioimablon 9.oas
rreva of tnecret lcal f ner pruct vl int Y A LY
of the Uni* Mair’sr.a.ce Cos® ¢ N B ard & v E
forms 1n use 10 ‘.8 Depa 3ot 8 ..bod e
CTENBMIAN .G Y0 s Ve Ll s Priutgd ra*e = Lue
foliuWing 10%38 8a, .1 wt ur, [ r- a N foeveithita
148 conslasrat. o,

Speakin- genoriliy the it Malrtsrance oyt Saterm
proviges for tne aiiccation of @.i costy lur labual,

materiuls, Lruvellilng s%c.,

Maintenance,

whicn nscessitates the expendilirs.

P LiCit"

sncurred 1n the course of

40 *he vario.s classes of plant “he upkeej of

For the sake of sim-

ths recora of labour 18 kept in nours, sumnarised at

the end of each quarter and converted into money at the
avem hourly rate of pay of the men anployed on llamtenu.nce

P ®

7
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~ Quantities of stores u used’ p.re recorded at the time

of use in the dianes ka‘b by the Maintenance staff- ﬁ.nd
n.lued in bhlk for. sach Ltem of plant by tha opat ﬁlark e»t\

. to be a.scert.a.tnad. Rocen‘oly, haw er, it hggﬁbeen the
prac‘b 8. t0 treat 'oha

. gﬁgg gfus ymxcal@n whmh engbie’ "’b‘k
‘ ceadedpmn with each work“ -“ li

total tra.velling '¢Bi ts mi:m:‘red (fu,rlng
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each class of plant is divided by ths number of *Units" i.s.
)
by the number of miles in the tase of wire und of "sets®

in the cass of instrments.

Switchboards need spscil-:l treatmen* in the defin:-
~ticn of units on account of the variation in the size of the
boards. The custs incurred in connection w141 a switehboard
to which Exchanse subscribers lines and Junction circuie
(i.s. ocircuits to o%ner exchanges) are cemmsctsa, are
recorded separately for tne subscribers' and junction
portion of the equipment and divided by the numbsr of workine

gubscribers' and working junctlon circults respectlveiy.

In addition to furnishins exact figures for use in
rental calculations the Jnit Maintonance Cost system hus

two otner principal uses.

1. It providss the comparative chgek on costs now
universally recognisad as the best means of securing soonomy

and af’ficipncy, and ~ v BTN e ek

2 Ip_‘%tur;nishas data which inds




Roport from the Accoun‘oa.n‘b Gemral'a Depar‘cmen‘c of the
@General Post Office, London, ‘on fh& proposala of the R

Fast Africa Protectorate, .

e

TR
e
@

Thé unusyal, but essential part of the suggestion
ig, that the user of the line ahall provide the Capital
required for its construction and “hat it is desired %o
facilitate the extension of the Telephone system. The
problem is on what conditions can the renter be encouraged

to proceed without actual loss ensuing to the Administration.

I agres with Major 0'Meara that 1f the user also

provided funds for maintenance, renewal and depreciation he

would not be likely to consider the arrangsment equi%able
sesing that at the end of the agreed term the lins would
become the property of the Mministration. It is understood
that the wires in question are to be an extension to the
existing system but the cost of operating at the Exchange
might perhaps in all the circumstances be left out eof the

‘ calcplamon a8 the Admnutra.tlon would derive some ulnm.ago

from calls in the oppoute direction.

>

‘Wdfielsntly nintai;nad and it énama t.lwntaru tha.t,‘ 8
it di’vinon of the cost of mntemmco ull rembi.l might pa hit -
- “jipon vhich w%ould not frighten the. rember shd not'‘be. w‘itwﬁ" ‘
_"’bb the’ Admmiatrat,ioh. Rougqu the cost of maifbenance and
Renewal in our system is 5% of the Capital 1m(ested 'I'he
conditions in the Fast African Protectorate are no doubt
diﬁ%ron‘& and it might be necessary to reckon a higher . A

1 lf& A A_’ 8 ;Ntlon ‘would perhaps be” t‘or o s O
ay ‘s’ sum of money in the fom esm.,

Both partxu wuld have an, 1nterepi n th

Mgintenance . [
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gith compound

1

Maintenance and Renewal untlli the amount,

Capital advanced by the
teoff

interest at J% reachsd 7% of tne

agidarsd as o B8

gser. Thu otner 2% couia be o0

against deprec.alicn W indimact chardss.

Ass unig 3% for Renewal and Maintenance pirpoacs
and dividing the cos' vlualiy Lehw¥eusd Lne two parties bhu
actiuml ou' of poCKel sXpensub of “rne Administrataion for a
(suy) 15 years' leass would bo £60 for wver, £100 ol Capabai

vave fouat

provided by *he user #.C &uuid 8lso 23 £A0 for
fgnotacutes Ly

Maint2nance and Tenewal. ™ Wires shouia

property of the Aministra' 1un.

At the end of tae perivu ol louse shg illd Loult Le

rouswed where necessary with the accrisd finas and were

¥ould bs 1o need in the spscial circumstancus ©0 wisd
provide a fund fur deprec.a’iCrn.

It is not possible to suwggest exact rentuls and
terms of agresment where the conditions are unknovwm, but
admitting the desirability of modification in the proportion
of maintenance to be paid by either party, the length of |

period for which it may le. désirabls to grant a leass and: the

amount to be estimated for Maintenance and reneval it is é‘
thought that the scheme ou'ol;ned mxght uwst. a possibie Rt {j

wa.y of meet.iug a dxfflculty.

- “ * -










