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T- Sir ■'/» Gowera /o U4(Iar.jhf,-(ite', ,

Tra. copy of Qorres. ™ith Weaaurer Kenya and 
anoaoaaa draft of further raply.

15 lirch I

16 March I936

2. ^ir timpbai 1' s Oiiiaion

a
To Sir .V. Goners /o^.
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a ' 'saying^^mrthing Rbcra^ ^sstMe means of.ndlieH^lg '

KSnya^iS '-fjlnsiides from some'of its de^.t, iiatJilijty. iii' 
thl?:^ititd.,otion he had seen the Vari'juS proposals fptP^ 
relief which had oeen examined from lime tcf time and ■
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11 By inii dale there »juid 
De an additional capital llahilily cl' i^6,o‘-)C.

I don't ti.iarc any action iS called for at 
IJEeggllS until .ve see »nat ,ir Alan ''un definitely 
PeanmendE, out 1 might send him a copy of

dowft to £57,160 in 1040.}

,:P#'if# W ^
Of ©\ copies of which were sent out to MP/.'ffajle,. 

the lot the only one tha± he thoughfcneff^y 
pracficfttre was Ho.,8 of the Crown Agents 
possioilities, that is'jdborrowing from year to 

to meet some of the deot charges up to

Its' 
!■ - '

..t

*1-
r-
tf 16 Ojull iVlr, Kai.soin's letter for ins li.J’orina t ion.year

rJ4o wnen the loan co:iies to ue >id off.
I;;

l y

'.Wien we v.ere discassing the thing a 
/iew tatcen was that it wc id beI- year ago, trie 

inadvlsaole to oorrjw in order to meet debt

Churgun and.oir alan bdinltlad tiial there was

fhe resUil of it
S

L.’.rs furidainenta 1 jojecliori, 
would ue, assuiairig tout Kenya borrowed say up 
to jIIOu.ooj a year ur'i! lhad to reel all its

5ea iV- 11 ■IS'^S/ss

,'3„ a

I
'd; ‘='1 /

—'dry
.'Ldt irere oe a,.11.ring r'n;.'; criarges 

. jlief 1.1 yearly payments ^.a .e"::,g rroi’i fl6u,JUU 7
n 4c, i-itn at. .ncrease in

J.,. 600. 600
o: the d;- my uj aoout in

letter shews that oir 'Ailliam

id.dh t

tJifr jffUt

\- ^-7hanso.Ti. . 'a' .

lowers tsicb t:.e )h;ect;on truiL, if there is to

ught to berelief auiiuai payments it 
P'Tt lona tely passed,;!, t; the hallway, and

a ny
go*' A

#

r

tnat if ti.ls was not done tnere might be 
■molests Iroin hail.,ay users. 1 am not so sure 
myself mat tuis ii, altogether sound and if the 

lucipie is admitted then borrowing for fhe 
Whole lot seems tne best way out of it.

If the Dorrowihg method was applied, 
not to the wools'hot but ohlfoitoy the .tQijlony' s
s neb .fif. ih^aiie 4 ben the

would taper fiom’£46,877-to £86,366“ by which' timh 
there would be an increased debt of £5oguOO 
- ■j iling r jr about £20,000 a year in annual

J: Urt! 4? ner cent«^loan was t:ZBfelud0'd 
t.h&il ’t.nc .^avin^; wonid De £66,000 in 1935 going

.-6v

cna ' ,;t;s.
f','1- ,■ -'o f-v-m,. bt.*■ -A.
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^ - , ,’ iu lcina;.--b,^i'. one .dlDilScBG It. It is useless
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Jthe enquiry and pointed out that 11 shov/s that any offfer of
©

voluntary oonveraion likely to be accented by holders ofjan'' 
appreciable amount of the stock v/ould be such as i§;,^pdi5;

•‘f''

have ■lado detkiled 
calculations v/lilch show that actuarlnlly (on n present vaiue 
basis) Kenya v/ould have profited by such a

cou

be justified from the Government's point of view. 
Incidentally, I nay add that ne

conversion on the 
.Pj £i30 for £100 basis if the rate of borrov/in - proved to be

a ' tao.f per,cent .or more In 1946 or by such conversion on the .:i39
'fnrSIOO’bas^o Ifmmm- '

people tiilght: hold, in view’of those actuarial 
- j’i f^es', ■ that^t^e aoveraraent juatiflad in trying the

' ^ ' 135'for <00 O^er. - .t the rtafiSifet l^oev of the 6 per^nent

t'etooa’ls'dt'iu-eseiit oh.y £124; the ratid 135 to 124 la tne

the public Plight regard 
“I" a hew3 peh cent, 

proper priee ^early 'par) ;

• Kenya's cnedit-mi|ht be seriously affaetod.

135/tO.O.bnBlB.

the rate 'proved to be L per cent or lore In

i-oid

holdings

_to any considerable anoupt, even on the ■ '

i'

Yours slnoerely,

. fb.S.-'■■■- : ;v
c . V •< ''sf’-islru.



4, MILLBANK.

WESTMINSTER.

LONDON. S W 1

fViCTORIA 77501

19th my, 193€

Dear Flood,

/X In reply to your letter of the 151^.,;*out Eeriya-

In December 1934 was tl^t^n offeriQ^i^. conversion, our view

conversion into a 3^ 1946 stock was a posS^bl^Wy ofVBA^^ing 
,{^ief to the extent of £27fOOO a year o)j?in^e aimuaia,5r tmICfeiSg 
1946 at the coat of extra charges thereaftajp (which. asi|^^

I9h6, we gave as £26,000-a year from 1946'IIa 495 level .in

1970^. • Now that 1946 is nearer, the annual saving woqid he 
greater hut for a shorter pc .’iod. It should not now he 
necessary to offer sp much as 130 of the newfon 100 of the
old stock.

i''s
The oh jeotion to such a scheme is, as you'^olnt out, 

that the ultimate cost to Kenya is unknown and that the '

a new loan in 1946 might involve raising

This tfas the objection raised hy „

..nepeMlty of'ralslng 
money then at a high rate.

3. E, W. Elood, Esg. , C.M.®.
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%. Flood, ll^
Mr. DOWNING STf(i<>:T

?T^ ^ /r May, lS3b.
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in 1946 assuming that that date jvas taken. 

Suppose, for Instance, you offered £130 at 

■3''pe'r :oent. Ihdn the holder would gefr- * 

£3>‘9'instead of £6, but in 10 years

’ f;''"’ I,-
' '-i' f'S

V;

/'"Or-i,’. ^‘i *• ".''t ^0 .■■■vr .1 i

slni^fng fund, pnlasi Indeed

prepared to risk not having 

.«i?&%%d at all and

borrowing. oKeij^’jhl 

, . f:i}at;i5yould

..

they •>■ 7:

r' Mr:
were. aSir C. Parkinson. 

Sir G, Tomlinson. 
Sir C. BottomUy 
Sir J. Shttckbur^h 
Pcrml. r.S. a/ S. 
ParlyrU.S. o/S.

te-ly On the

10 years

be another element
time

woula receive an extra £30 of capital. 1
f

i;.imay he ap wrong, of course,draft.
That would certainly be fairly attractive

but that is how it struck me personally,
is a gafible.

^^^||hejMoan to cover ui^ extrh'.^p,j|^ 

float._£t at p high ..inter^nf,,^ Further,

'4Er"""r
^y^nontribution would fitya^o be pretty dubetantial' 

-M^the .fund were, to wo^t to anything appraOiable,

If interest rates in ■5

iand I should like to Iknow what you
would have to 1

ithink about it.tU. \
IISYours sincerely^
♦1

V-
"■ .-'T •a;-

tA
■M-.

* {|!
I1 1

-? SI-Si;:,V

o'

IIIi'■ 'K6th,r"IS^
i

That would mean that the. actual burden 1.* K 'on the
1 # ■S £ V»

elhbv What .it would gMH in th^ wa^'oi Veal' if' *
llll

XVI
./■n . V -

4.' j-,'/; s i'pii5
interest It would lose in the way of Mmore

isinking
il s*3 f
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4;'°'Ur. Flood

• Ji: / ' . 1■ |■■'||;,3S6^4/^^6 Seorei. '7 i■{] 1•7 9^ "7
Mr. 1ilDOWNING SIRISiJT. 'Mr.

Sir C. Pflrliinsoii. k iifiMay, 1936..
Sir G. Tthidinscni-

11Sir C. Boltoi

Sir J.. Sfiu^urgh. 
Pfrmt.uis.o/S.

Parly. OSMS.

K
Dear Ransoci, ^

‘-■-t

iThfuii, you-.fdr your letter

f'r/of the 11th, qi encloeing a letter
jt-"sf/* -Imk

-ilik
‘ DRAE... I

from the Tfeaourer of Kenya and a
■f*:

draft of youf^eply on ihe suhject oft.'

f
;,

loan oonyefafon. ,'

I hays ahown It, to

S'Sir John Campbell and Sir Cecil
I
%-ottomlay and we agree that you are 

right in adylsing theit ‘to'dropithe ■;‘75
I
II:• V >rrTqtl'7inighkkquestion as you propose. IKI

add, however, that you ■understand'. ' f

that Sir Alan Plm will diaouss loan

■u conversion among other questions inFURTHER ACTION.

1his report wh^ch is how being finally

I■'1

prepared. '

"Yourp Bideerely, ,

'il

2^511

i1
I
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'.(YiCTORIA .7730) ■'1'/\
1 ■'"
Dear Flood,

-lUK May, 1936:5

\ r

is- 6 In your letter of the 16,th March, 
concurred in the terme of a letter which 
the treasurer of Kenya about voluntary 
achejnee.

you

: O :./ywe sent to
conversion

We have now received another letter from 
e subject, of which I enclose 

together with the draft'of a semi-
him 01. a copy

-off iol,al .letter
- . which we propose to send In'-repljr, e .< I . i /

let me know whetht^iS^^o^ ai^inS.' 
objection to our dealing'with the matter In^.th'l^-4y?

Would you

. ' **
n li.■S'-> -

■asiilMJ1
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qoPY. OF LETTRR PROM THE TPRA.ITroffip. KENYA, TO CROWN AGENTS
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t' Tile Treasury, 
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Keriya.
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i6th tSsf 1936.

4
ooar WBlah,

tear «sC«otol lo^%irttelI
Aprtl. ho.o./2W!1/»5* oncai lookjoaiweta^f^^ In B 
satbsr doUcnte position am X mTO th^iijiit to orite
to pen oeol-oXfloially am sossoot tmt sa ahould leave it 
anmujoSTQ&a

t!bo Qanoral lianas^ sussosts furttsr taTeatlsatlono
into tm possible o'oorse 
etf 17tli*»iiroh.

In para.3 I»>I o? our letter
tre msntions^itliat oourao in anooer to qaestlOn

■

Ibl in your letter or Jtli mt 00 addad that it nao
a qnootlon ■’otethor mttlod obloh «^oi4d Justify

^ontibnsa In para.a^ our letter of the 17th

Buoh an

j-

other'bonsib^i^tl^ beorins on tbs

M
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piV' ',S

OfOmaox OSSioe aca X asancataad that sarttmoaxs oaro 
i^at to OhOo eanX-afOrtaU, last vb/ito

Px ^ oxwaasteaath. l»rtp*tol
Jaotmsa In XawestiaatlBS tothwr^ istoxis nf a
jmeotMa ab^araica ottos, tha atase scaBW to hats 
toan naoh^ niton it ahoaXd to daoianl-ntothmr aantoal 
priatfSXss paraHt of a oomorsion offol'tofow tto
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poaamo towsa of ouoh tin offer aza iarootiaotod
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ona.'fOTthsr, there is-felt chns Lieiible obJecl^TO,^ 
*bioa TOuia. ii^reose. " '

t,-- v -on’Senira or tho^ fleiliv^. . 'F V v ; -
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i'Pif .14 'tairting up the

'Uhdertulcliigs Irr co^ptlon Vith thi'^ ^

- holdiof'thie'actual Sords used, y'/i >-,i,!si
■■ iyfv'.i

i'j
'■. r-' :. :

f

>■

i, ;
,'i

i )
!■■ ■■

*'■

' " ■> i' \r-t
4si



7

© MILLBANK,

" ■ WESTMINSTER.-^7
LONDON, S W 1

( VIC TOHia

25x11 Apri 1, 1 93b.

'^Dear piood»

7°'^ asked me to send jkdu adout the

expressedy-tey'air; William Gowers (which I menUoned to you bjr/ 
telephone), with reference to the proposal for the relle'f^f^^*.^'^ 

"Kenya finances which wae discussed with Sir, Alh^
It is that, although Kenya haVi,^drr|^^;^^^ 

■ . pay Sinking Fund charges might he legali:^~entg%^|6i:h^9^(g?7;

current r ,<T)enditure the money which it'.reoel'VeB\frdm ESe iKhiY®

view

and Uganda Railway for that purpose, y.et such action might be,\ ■ 
strongly objected to by US ere of the Railway not t)n(!.y''lyn^'e.h;^y 
but also in Ugahda. It .e true that the 'obllgatlhn t6 s'tpck- . 
holders to pay the sinking Fund contributions 'iB( ah ^b'ligatl,ojiv 
of^ the Kenya Gdvemment, ;but in practice It is a.aihblll’ly pf 
the Kenya and Uganda Railway, which provides the'-^opp^y it 

■ Bdght well be argued that any relief ought to bh'paas^^yph >to, \
for example,, might enablelj^t^ 

and Uganda Railway to reduce frelgnt rates - a mati!^|

^ ;

Railway, such relief,

• E.V/.Flood, Esq., C.M.Q.
L^.

...iiSmum,'^111
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4 MtLLBANK

WESTMINSTER,© LONDON, 8 W. 1

(VICTORIA 7TSOI

17tli March, 1936.

a' ,..peai; flood.
ff

,%li^ive placed on-; record, as i*eciileS;t!ea B? you on 
'' ' the telephone, that the Co:i.^|iJ|_,bfrioe has no 0BsenratJ;0iD^7.|^ 

‘.J, make, on the draft reply to^K^feSeepeoting voluntaw loan . '

"mer (d) "The effect of this on th^Colony's^redlt
financial standing cannot be expressed in any 
definite terms'*

m
Sf'\

have added the words '

"but we do not think that AX would neces^jarlly
be detrimental."

’̂ ^smmMiShu
, /X

■'“x'By

Sf■jT.

X.
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it'"h ' j

Downing Street,
i _

l,6tte.Iiaroh, 1936.

l€ --v'

‘' " Ip' '
aJ.JfeSi:£SEl

Stipifcm#.M.h t. .«.! >

5;S? ■v', |;Pear Oov/erp. :,k.K >{■-

f#

ilarch enoloa 
loans.

cf the draftVi^iy which'you^ 
in partibuliir'wo

Wo baTo no

glnfl that yM|are
m ‘■■

with ^eeotoni ,,.,S8 aent -all' tljaVotUlIl^; 
QO^.;tentially to the Coionial SebretarFbut 1apparently

1)
he hao not passed it on to the. Qonoroi J^nager 
the Ireosurar.

or toH/- r/
>‘r

V

,Xpu coy be interested to tie what Sir iohrf

as follows:-
1;

b»ie oubject wh^oh is 'a

’/ ■ "Every possible'variant has been examined

and fully dlbousasd.. And-thD nett

• -. ir:‘

/■
■l,?>

i

^riyrl
result wae what

■f suffice to0

^n*'* ciUfit pay

* . V One oa.T put on -i ‘ v"
.;>■

pooterity^VjL
JSIH nimUM OOWEfiS ' K.&-il.G. ‘ t- /•l:ii.
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PQ8|^ys^4-^apf:talc9 rlcks^ one'can,ao''thiB.afla:lh8t:

'■'bui paying mcjre, ia'the en<i."

)
'i

u.
&

\' .
:3stv Yours sincerely.^

!>

f f

, 1■,\-, - /l
\’ l!r.

■1I;■"C- '/
M:-rP 'jrndm-’

liiSIf'Msiw:widr'
4:pfptm

P-.
v:^

/ '
I,

, ■/‘IV 'A \
I■-/

‘d0‘ ’•:

:‘i '’i! ' MiW.-''■ /• f.'i

I’yyK \-'. /
■ 'a' I: s

W. )i
■■ /

' ■ >■y'

V.
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a 4-. MILLBANK, IWESTMINSTER.
LONDON, S.W 1.

I(VICTORIA 7730)

CONFIDENTIAL. 11th March, 1936.

. We received from the Government of Kenya In.. I

Deoemli^r hpote Uy Mr. Bailey, the Acting Chief Accountant 
Jof Ith^IlD Dganda Bailwaya 

H^eraion of Kenya loans.

r.leir that an ^ffer,,of £130 of 3^, , 1975, In exchange for 
19^6/56'Stoci: would not, he sufficiently 

atliractiVe,\Md auggeated &Btead an offer of £110 of 3,* 
1975 Sto&;,’ j

and Harbours, about the 
He expressed the

t;v9aun|a'i^oo I

i!
I

plus a cash payment of £20.
r enclose a copy of the it *er which 

reply, and of a letter on the subject which we have now 
reoelved from the Treasurer of Konya.

To hijpe to discuss the matter with our brokers 
In a few days' time, and meanwhile, in order to save time,
I enclose herewith the draft of our reply to Kenya, which '

I understand is not likely to be materially altered by that 
dlsouBsion. —Would you|jet no know whether you have any .

2. we sent In

X 3.

/objection '

' ■ :''1J. E. W. Flood, Eaq.

-'4^^ T
' i£
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Crown Agents for the Colonies 
41 Mlllhanlt,

LONDON, S.V/.l.

23rd December, I935.

A/218. ■C 6 P Y ., 1-
oonpidential

sir,

I have the honour to re%r to your letter of the,
■ Jm Itoi^B^er, Jo.(3/2YV11/29. enclbSlnr for our Me?yat^^ 

a letter f^<Jm Mr. tiA.Bailey: suggestln|/^ sohem^'for volunt^is 
conversion of the Kenya 6% Stock, 1946/^6.

'■We understand Mr. Balley^s yiew to be that\^:bffep

In exohan^^^r3pipY

to:., leBlu

npipber of stockholders. , ’ At the present low rate! 
I'jy'0 ' of feij^eat inveetors ar , naturally notpfavourabljr disposed'®''

^ - I .^Hw^aHs'longddYed htbolcB. ' ,4'

1: ■■ 'fe,''..,!!® the'stPdtholdhy
l,ad..omi£seaaon-for hhihrK^ ^aali'^if

BY«^y hhve tP seek, anothe|,8Ul1igRe; inve^titb^t S V ■ “' at

(j,^tainable.J ■ ' ' ^ '.■•■■•-'-
'-J||:yi have

¥.'
m ■'
//A„-
'i]0 'fji

2.

. . Of £130 of 3% stock
1 .!

i
iV'

4;-

‘ r any

an offer such/ ' C-

V

j.

-J ■7'■ '7

\
a;<'\ ■

,V. V .ift ri;,. -

riii
)

■:V,'■f.

m-»
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5 th Fehmaiy, 1936.

No.C/20/1/11/36

OarFIDENTIAL.
5

Oentlemen, 1
i

I have the honour to acknowledge the receipt of 
and to thank you for your Confidential letter No. A/218 of 
the 23rd December, 1935, the_,5)iont|nte of which have been 
oommunlcated to the Hon. (Jeneral Mahager, Kenya and Uganda

-J

i

Railways and Harbours for Jh.is .oonfl^ehtlal Information.

'’f.'"!;"" '.... AS the Transport Administration la oloaely j '
"cbneerhed with the 1921 Loan, the fldn&rai MdnagerV in common': 
.with the local Government, la nat.i^^lly anxloujB to obtalL 

.. available particulars on the eubjeot of Loan oohverslpn and 
Vsks whether It would be poaaible for you to supply, the '

a all

following addl^onal Information:-

i)|What are the principal factors governing 
the opinion expreaaad. In your letter 
of the 23rd of Debemb.er, 1935.

(b) What form of offer would. In your opinion, 
be Buf-lclently attractive to holders 
to ensure the success of a voluntary 
conversion soheme.j .'

'.',,(c) What would be the cost ..of attempting a
voluntary converaion l.e. what would 
the Colony stand to lose if It proved 
a complete falliire.

t.J

. ^ \

'A

I
'■f ■ .

(a) What would,, he the probable effect j3n the
Colony*a credit and financlaistandlng* ^ 
should the attempt prove a complete 
fallure-

ts.

(e) What,’ in your opinion, la likely to be the 
l^asia, of borrowing in 1946.

S
u'; '. i

/3. . i
^ Ivi. /. s



,. 'n
- 2

Tha epeoulatlve nature of these enquiries la ’ 
fully realized and the necessity for abstaining from 
quotation of any opinion you may oare to expreee confident 
tally is equally yr^ll understood, 
proper appreciation by the General Manager and myself of

3.

At the same time a

all aspects of the problem Is a matter of .some Importance 
and it la with this oljjeot that further information Is ' 
sought. f.

t

I/I/(SOD.) a. Walah-w .‘f a
V \■V

TREASUHER.

'V \
’i

■ 1 •' I
ri i

i.i I I
»I4 ;^ 1 : ■ i

' I . ■\ •

4;hS.! »•.
tr'A*

^V: ••S*

'44.3,f
• •-.({ i;■



draft .V2i8/•
C^PIDENTIAI

The Treasurer, 
Nairobi,

KENYA.'V
';■*

Sfr.» i
f

I have the honour to
5th February, No.0/28/1/11/36,

refer to your letter of'the, 
tranemlttlag certain enou'lrlee

i

from the aene'ral Manager of the Kenya and Uganda Railvaye 
and Harbours on the subject.of loan conversion.

The fbllortng answ^h,’ .hea^llng with the specific 
' thd proposal)made

\ August, 1935.

"'■ (Oonsideratioha bearing on

4^1on 6^1 voluntary loan conversion schemes which,have. 
\-, 'brieve, been coMinunlcated'

■ ' '

• "'ffir 'i.
^ 2.

in the Chief 
There are, of 
the general

J

■ i

!■

we •

P^ld^tialijr^p'j^ie colonial . -' 
^ ^etafv .ai,d were dlsbussb^, LohdW by^i^. FreeJton of ■ •

^Th^lng in ordor/the. polnt^: ralsed|,y„tle General ^

^ ^ger, our replied are as «hb^;

1
'I t'i

y-

ftf
3.

IMSV &8,„rves 1-^ f

' ,:K:\ -& «;

/P^ersl^on^*^'

!

' #?.■' '.r/N
V^5> 1
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/ 6HI>
interest, nor to any other stock­

holder influenced hy similar considerations. ■’

tVle^^^V Hf 19?f »s“?ite?r
3of oKft s°?h^^r^

Stockholders 'generally to convert.

■ «f

3\

Um)

■MI0
cS- •' .■. 5 ■ sfeH5ilriirL?“ ““'

^ the®cese!’ unlikely

' Of a .ehorter

.rnmed ,hich ^
la^ge^proportl^»l.«r^^l^e ejock. cut it is^ 

e audstion a-hhtherte«ta ^ou/d h4'4'-ettled e . 
which'would justify Buch,^7pffer. -•

, ,, Tha^ekpenso oi submi^^San'offer of vplunta^
' ' nC' , 'V ■ oo^^sx-sip to all to^ockhdjders-^p nohe?^

; of thei^ accepted, would ha .'nagUgi^l'e. "
U> fha opa-c^Of’ti^s 'on the-Col^il^^j^ 

:vr- fWal^Wng c^Otpe

, ...U„ ^ a«, .A «^t.|
-'a -4Pgo'hah1lUy Is that the fate -ff. ihterel^'^^ ' |i 

pen he higher than It is

An

.-i

r.f'. ■

1 ■n
of a;,'N

i\ ■
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