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NOTES FOR INTRODUCING THE “ISCY]S]ICTI*
! %

THE MAGADI SOTCO!IPANY

____________ N
Sincethe discussion last July*and the
Governor's consideration of the questicn on his
.
return to Kenya, it ee sit]le t aKe
81 tan t rozress towards reeme e
ipts rnpetd in-Crpulir Vs r Samuel's letter
.
£ 4 9kt £y 1+ - o § ‘
I € coln ol Jyly. i 1 16AY 1yv=-tne
Joverr t..e Genera. Mana-e¥ of  tue Upanda
Railwe les: anxiols toasg ve 1n-sie Coloniai "
( resrosenratvrves of tie C 1y , bo
: A E: J/ . sl
“ae t 1 vt Lel 80, t! ere o |
A ,
The rew 1 f fretght anx royalty are
-
¥ B bl - ’
Biie 5 " " -
iy ( r E " g
"y e “
orde Vi e Governnent
receivii,; 2 sraller frr say b1,000 tons tnan
for & ,000 tons, e Govorncr proposes that wuete ‘
e anount carried 1s er 50,000 tons, the total
. = [Cob-on St g0 ng o™ 5
payment should be not less ',‘1'3'- & tom, witii a '
similar condition waere t.e traffic exceeds 150,000 "
tons, _Tois arrandgeent—wil., no-doubt, be ]

- \

caapped. Ot Fae, o oo <

2. As regards the period for whicu the new

Pa—

reduced rates sheuld be in force, the original
proposal that the period should be two years hes
been objected to by the Company on the grouid” that
it



u is foo tm. ~On_the othier hand, it is not
p“tlbl’ br the Oovornult to loavo the poriod
= mdofmito and the propon.l whmh xt. is wished ;
. to dima,‘n this head is that tha new h\!\u should
A H in- {.mo for a period.of three years from the - R
- e dlto'of't'ho ‘completion of tho new Agreenent and thg

2t : ﬁun the raten.&ld down “in ﬁu draftlease of+19g2
‘3‘%:“’~0hm}d -l'au.yo (tho arrangements for periodic&.

e

— . "o Yé¥inion being the nﬂq a.uf thT ] oRBw hadeoigp <
e Bﬁ?w nmtmgg in operat.mp) su.éct‘fd"ita
- bozng clearly Mood that any repre,mt]!ﬂnl E
which the Company n'v t.hen wisgh tom as-to t.m
conditions on-#hich they are working will reoch‘ -
every possible cona}dpr“atmn. .
On this point, however, it is desirable
T ~that the position of the Po]nr{;] Office should ~
- ~ be made clear~fran the out set. %‘I'Buagga’f te- - |
= v cmpeuuve and any competition which the Magadi
~Boda'Cempany has to meet is a rcasorisble factor
in any representations they maey make, but it
.. Would not be possible for the Secretary of State
3 b0 form hig ephin as to the treatmént which the
- Company rquiﬂ on the basia that it is engaged
or wishes to engage in cut-throat competitisi with’
cny otger fim cowcmod in toe soda bulmmr
598 TR Sk T rw the -vidoncc to be produced
by tﬁdﬁompmv in support of its claim, the Secreta
be_wiil ing to, accept th‘ Accountant's

ﬁl& ‘H)O pruqvh.luo of t.nq

R p.



it is top short. On the other hand, it is not
possible for m‘(ﬁvemwenb to leave the period

indefinite, and the proposal which it is wished
to duc\u’on thu head is®that the new rates should
_be in force for n penod of tnveo ye?ru from tue
ﬂ—"‘%ﬁ.._-.-—&_
o= sze - dabe of the campletion of .the new jree*:ent, and vha
> o, “then the rates laid down in the dreftlease of 1922
should revive (the arraggements for periodical
revision being the sarie as if that lease had c. e
into and had continugd in operatien) su Jech o its
being clearly understood that ary representations
which the Company ma then wish to mixe a: to tae
conditions which tliey ~are working will receive

everv possitle conaideratio

Cn tnis point, nwever, it is desirar]e
that tne posidion of tie "ol.miil ffi<e snould
te made clear fro~ +.e cu.se. 1.1 buiginess 18
Canpetitive and any mpetitior waic: Lhe Magadi

I

Boda Company has to meet 1s a r-asoiatle factor

ln any representations t €y may maxe

\’“" “" h would not be possible for tne Secrevar. of State

to form his opinién as to the tieatment wh.ch the
/tu .
P ‘ 2 w Company requiree on tie basis that it is e ngsaed
or-wishes to engage in cut-throat corpetition wits

“ Oanny
< & - i | .
/ 3 ] any other fim cgneerned in t.e sod® business.
ot maer M ;
“ 3. As regards the evidence to be produced

by the Company in support of its claim, the Secr. tary
of State will be willin: to accept the Accountant's
g (erlE

certifica A n Captain Samel's letter of tue 10tn
October as evidence that the present value of t-e
an:ld be t-ahn as equivaelent to £3. 15. 0

Ae’ N@.rdl ufutun the Governor con+

~8lderg :




-siders it import.ant-z,}:nt the selling price should

again be tq.kgn into consideration in settling

i .
any future rewisign-of rat,off\ I+ hardly seems

possible to decide }W"":f‘a precisely what
svidence oj,m‘xfm'.price wvill be required.
ﬁrw;ﬁny recognises tuat tne present reduc-
tion is a temporary ®xpedient to meet t leir neces-
sities, they will, no doubt, be prepared to keep,
and produce wheén It (w\‘}'l'f‘j"! state ent-of all. their
principal contracts particulars of freignt
expenditure incurred in connection w1tl=bnean, which

will make 1t

reviously coutemplated 1s stlll necessary

4. The condition desired b; t.e General
Manager of tne Railw v.at M'a.;ad1l Company
must rark sinoly A ] ers of utne
Rai 1y Adrar trat r Y

mut Ye 1:ft to work the sysier wiole
e required t 1ve preference tne Magadi
to
TpANY w ot jected, U, Saruel on bthe grounu

at it was inconsistent wit: the exislingZ agree-
ments. There is r iesire to press toe p(\mt,ﬂ‘
56 existing agreements are being o al tered
to meet the Company, "ni the point %as put to-fhe
Governer in order L ascertain how mucn importance
tne General Manager attacned tc his conditlon fro

the point of view of tne

transport of tre

It is necessary to state quite franki;

that he would rather lose tue Magadi traffic 1

& submit




B < etidia Bl

I g [ TR | o
ety 7 o S S . . o b
' WA \ ' h
i Wn to-the cmdum of priority being added
' %o f.ho temporary reduction of rates.

5. * 1f.w€ oan glear these,outstanding pomt.s
- out of the -W it only remains to decide on tne
S : general form of the nv agrnmcnt, and for this

puFpose it .am oucntxa.l ‘that that form should -
.sbe enosen which carr ve got throuzh moet qulck}y.,

. DJ'-ﬁ;
- R alpecntly as tne Goyernor hus desired tiat uue
' draft 8nould be submitted t- hin vefore it 18
o executed:” It 'a!?.ér tois reason thit 1t wds
proposec in the Colonial Office letter of tne 1g
ctover thit tne lease a reed upon at tre-end
of 1922 saould be formally completed nna a simple
modifyin, instrument 4died to it; but, beet if t.e
Company see ot pction to thie ccurse, 1L would e
ewually satisfActory if a ner le-iie were prepared
caged a8 c}osely as possible on + .4 1922 draft
tut e-bodying the necessary —cdifications in tae

lense itself.
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1 attach Mr. Seel's reocord of Monday's discuesion
and the mimute which I sen® on to you the naxt day.

Thia.latz-1 vas Wft aith nms vhen Mr. Chester
Jeatty. Col. Symonda and Mr. Micklem called *his
morninz. Mr. Seel was with me. We could not
oarry the )i"ﬂ*;:ion muck #urtkor and the only
points of note were *hat -

(a) When Mr. C.< B, said .that oertaim matters
wepe agreed on Monday, Col. symonds at once anid
nothing wae agreed then

(b) Mr. C.- ®. =12 st pains to shoy that the
fa0t that he was American (with long Rri*tish resldan
-ce) did& not imply tna risk of american control. 1

+

@aid that that had not ro:biad us ard that we wer»®
oontent with the "British 3tar™ clause 8 of
the abortive lease.

(a) MrasMioklem p
Lrokoht-profit-Rad-any-reiation
#reight and_1 *h of a penny pr £1t hil any relation
to onm another it meant 1247 profit. Colonel

Symonds said that the Railway ocould twiat 25(G) so

. .
as to show whatever profit or 1p38 they chose.

The annexed draft telegram which Mr Seel has
written out after settling the terms of 1t with me
is I hope self explanatory, bhut I have marked -gome
passages

X. If thers is a bluff, it must be for the locsal
people to say whether it is to be ocalled.

Y. This is the only way 3} bringing togethar tne
Company's letter and its nclssure. We cant leave §
the hope expressed iu the letter unnotioed. In 3(A)

I prepose to turn it down.

Z., The 3/- royalty is a fundamental condition of




the original concession, and although Mr. Chester

( Beatty was no dpubt right in urging this morning
that Magadi will never be the bonanza that was
originally axbaotod I think the Colony may

reasonably claif so muok,
2 Thd minimun of 9/16ths 4. is also an original
£

gondition amd, sven if it drews out as 3 minimum it
18 a rensan&b)o figure to take as the datum point
for the quid pro quo which I sugrest that the
Governme nt” should press for. 4ssum'ng the annugl

outpnt to be 50,000, 100,000, 150,000, 200,000

ind 200,000 tone in the successive years, I maks
out that the amount gtanding to tha cradit of the
Sovernmart 3t tha ond of the 5 years under my plan
ould be about £146,00
Tha objnction to> the pdan ie of courss that
it reducsas tres assets on which the debanture holderal
£500, 000 are secured; but ahat do thay stand to get if the
1iturea is.ued
raehstruction oreak {
‘
a8 Lo paragrapr o 2f the draft telegram, the

opies 07 the uneaxecutei lease will arrive inm

Nairobti by the «nd of November, ard i* 15 not at all

cartain ~hen the Governor and the General Manmagsr

will retrun

from Uganda. Bu! I could na%t ohtain

agreamant to the matter heing held over &7 Renya

until -the. copieg arrive #nd the reference to the
last draft which the Governor has already ot 1c
“herefore neceseary.
The aurning in péragraph 6 is I think
required, As 8oon 3e tke money has besn pledgad
we shall have little or no bargaining power.
Ww.C.3. 21/22. X1. 1923.
5.G.B, 22/11
kTR ”/"/))



's record 0f the meeting is as

somewhat discursive discussion
freely interlarded with interruptions can possiby
be, i .

Os,t_lin Samuel was chiefly concerned
to -;huuo the amount of loney which the
Comipany had already logt m this vmtnr- This
does not nm-L to me, as whnt we aréd considering
18 how the business ocan be put on its feet and

how to make good the loss of the
past which had apparently been due as much to ha®
method uzufortme.

Mr. Chester Beatty, of course, had his
eye to making as good terms for the future as
possible, md:&r 1¢norJu1togather the material
fact which 1t is our duty to remember, that Kenya
has handed over to this concern a valuable

asset

mineral asset (its only pineral), and that unlees
the country gets something substantial out of it
the transaction cannot je defended. It is
useless to compare the Company's product with
such a commodity as maize, the result of the
productive effort of the general population,
And'nlth.ugh it was not possible to meet the

A panly
point mn!, there is all the difference in the
world between special rates for farmers' 'produoo,
the yigld from which is*almost entirely spent
in the oountry md/"h. produce of & Company
of this kind, which will in a large measure be
lost to the country entirely. When Colonel

Symonds called here a week or two ago, he

Mu““nol good hopes of the Company making an

all-round

A

4




all-round profit of £1 per ton, which, on the
basia of 1,182, a ton f,0.b. Kilindini, is very
handsame, Apart from depreciation, the whole of
te available to pay London expenses and
rext on ~apital, ¥r, Chester Beatty n)lhd,
“‘-1 point mé-that there would be heavy
payments in respect of Income Tax to.besmmte-on
the e . That is absolutely nothing to
L’-»,;.xrwh'n'n will reap nqoﬁenefit fram the tax.

¥r. Tait seemed anxious to put the
nture holders in g better pos!tion now that =
ire in danger of losing their mon.y,thnn they
irn when they lent it. We should I consider
nothing to do with any proposal for a

ton of the royalty, and it should be brought
nto operation,coupled with a railway rate,
will at all events represent some profit

e milway as s0on as we can.

The representative of the UUnderwriters
na part in the discuesion, and T am not
rised as "olonel Symonds had told me that
were prepared to underwrite the issue on the

basis of ir letter of the 1lst of October.

v
v

We must await.their written proponlll‘_uh will
come in tomerrow, and ﬁre must put the case to the
Governor fully. The chief difficvlty which I
felt in the discussion was that we did not know

how

how far the General Manage® #uld welcome a
return to the terms of the contract, in view of
the necassity which is apparently involved for
keeping separate acoounts. You will notice that
Seatton 8*4 contemplates an entirely different
tasis for uloul‘ltlng the cost of working from
that lafd down in Clause 29,1n connection with the
determination of profits for the purpose of the
Company receiving half the nett profits. The

tter is simply a matter of a proportion which
can be eas1ly taken out of the genermal accounts
of the railwmy. I consider thnt/if‘ there is any
opportunity of getting back to the:o.ntnct' terms
of freight or any other terms which (:3:3;. the
profit to bed‘-a(:‘ilom similar rule.of-thumd
means of determining profits should be substituted
for 25 0.

Generally I think that we should make

it clear to the Governor tfmt he is not being
pressed to agree to anything more favourable to
the Company than the reat;rnnon of the contract
terms at the end of theé period of five years of
reduced freights. But, if anything more
favourable is decided upon in order to get a

settlement and to avoid the possibility of a

break-down (mioh, undesirable. in itself wo¥ld be

specially awk-rd"* until we hagigacquired the

present G;p-ﬁy's Railway we could notfind a fresh
lessee for the p?‘operty)} to-give—tarther

4




dmassaiase, I wiggest WAt
coupled with a *lﬂﬁ.‘,ﬁt while ﬂ‘
to be made by the co'ny are less ﬁ*c i \ ¥
3s. royalty: plus rru‘pn of 9/16d. per ton .ﬂ‘
the uﬂnhaq) “accumulate at 4% M
ifiterest, — -nouu POR™ nhn’\lo *i
payable by uu Goverment under Clauses ﬂbﬂ"’ 2
of the 1922 lease for ‘the expropristion: 019. '
nu-y, and, mrthtr that ‘hilc ﬁ'.m.'
to de ndc by the Company are less i-a

I have -onuonod “there should be no ml\; '”&_.
hal f nett profits on the branch railwy’ \o!ﬂ"“ﬂ‘

R Z
to the Cempany. :




coupled with a uauun “‘w
to be made by the mmnnloﬂ . ¥
3s. royalty pl\n m;t of 9/164. per m’:m,
the doﬂ.oi.ney loomh“ at & M
interest, sl -heuld go to reduce the *‘
payable by the Govermment under Clauses l‘-’f
of the 1922 lease for tn. expropriation of n..-
railway; and, further, thit while il&m“

to be made by the Compahy are 1.--1.-. the “-"F“'

1 have mentioned, there should de ne .nlti.ﬂ a

hal © nett profits on the branch rallway being nt(_;

to the Company.

-

- "ES’"‘ u"%k@nﬁ&“""‘ (.(.‘J)
24,7 “"ﬁb-‘ Reo s NZ-. = ‘
L Lt B Y
[‘y r\ w e, ) v ,"r

h,. S et

|

&

& s it lfk. ).

 Doys 6. D Rbodan. (Cwﬁ-w-»

(s Gudion hg».ae. &uj




- PUBLIC RECORD OFFICE

CONTINUED ON NEXT FILM

C0333/305

TOTAL EXPOSURES =



R

of 0 this direction wouls
? At &a\ ”\&- o\pvnod‘ tions and with the
zvpt, the question

N J— numml_v. Tis re)
M&o ™m "kobmwdw'twmne, he forwarded
Rough Notes to s

o System of L- X

‘r:.l 2 (Zc e rough no
:}}f%_,% \ﬁf“"’a‘ﬂlﬂ"’c‘ ":‘rmfoiﬁth“odm‘h“fv} a .

, AR cwhPed ki

ST A Gl I

v .go Pl . i :T‘ =%
k - 3

L PN S

WA s TR

FS{ —

ﬁ/’ ea0 — + R ote

T > -
u ¢ &9’ Lty disew: vion ult
ted =2 fficial
'?fj/ # it e RECORD e 2
amated in vn‘riml_ﬂ g - . —% 5 unofficial me:

ATRET e T L TR wns
o " R o L~ have sccu
-ec! represen* 3 ’

As 'WT‘ < \.S‘:‘ OFFICE v;:_ - 1 him
ifficultiey E-T 3 SERI . ( l 3t 1
andiy O T S X

* N = ‘2{.«23 < .E,T A Y
; 2

-

g @ §~‘- j'_ “,
N Y S
? T mIo Anndtin 1ob *[}‘V&\’ (8 ):; 1"
%“_ oner Angh a2 fefia & s’ N =
ture %h’: < ad manns Mnmt(vd ‘ © {"
AN

ot .'::o;;?m omian fmno pom At 3’;&\\; s
e Bt ¢ @i s qo o6 BegsBn 7 X



