"
y‘v{":vﬁw»
£y

1957

| A

KENYA

38060 | ~Hs533/78 38060

VYY) SQDp Corrmoryy L 7.
e —

s W

" . Pmﬂou/ “ o . 27 &

T
; 1736 - £ ?49 el
’ ' 7%

AN |

! -

I i |

R

ansm m‘.‘qﬂltl.l" Go- 001

——




| X ; " ’ .
c.1. 1.H.F.MARRIQTT " o19.5.87. L
Bnecles.,with gomments, three copies of Report of the
TITLE. Directors and Balance Sheet for 1936 and three copies
Nominal of Proceedinge at 12th Ordinary General Meeting held on
30th April,1937.

< - /93¢
* s, L Z
il and g s o

Q‘A,‘A;' ;%g 262 2oy

AZ; Auvels: Aat (ot e Awesd {i
43{ 4*“ 2L = ‘:‘L
éé"‘i; Catay 9 “ix e /‘1‘5“‘4/
P &“.a‘"/“‘ 77 - Ko
Fau. c:,-Atl,LJT r- aud ZZ;
XYoo flres lhe ZcaurXrH.
Alormpony hn frat Ao J
Cdvenn sy LaVle 7
éa{‘)s viel.
OCﬂ /f?ﬁ'éu‘;— y o
62546 Zz‘AVA(—v
1"7’73)
S ¢ Belond,

There is a good deal of general interest
in this letter from Mr.Marriott. We all know that
the market for Magadi soda is precarious. Up to
now it has been kept up by sales to Australia
. and Japan, and, es a result, the Company has been
able to send about 40,000 tone & year over the
K.U.R. The agreement provides for 20,000 tons a

WG year
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? b yeer in its present form (or rather 40,000 tous
every two years), and I understand that this
\ 4. HUGH F.MAK o 6.3
ig not regarded as & profiteble amount by the  J ® VARHIOTT(S/C TO SIk C.BOTTOMLEY) . ... &1.5.87.

Trs.,with comments, three -vies cf a Circular which has
r been issued to Debenture b ders.

Rai'way- Hence, the K.U.R. management is

arxious to meke tne Company reil more stuff. l l Ze_.._)“f7, d‘ Ay il 4 /‘T\ %"—4

Of course the éompany cannot because there ) d" j!‘ fiis i M_‘M/ A}’fu:;o{ M
ig rowhere they can sell it. All the same, 2Py & A wrn u..u/: c;\f‘a 24

Lhel Rai}lway goes on with its curious attempts | 2/ 2 ‘ u/ /e M{
to opemsthe Company in a1l sorts of directicns. i he &/_ e dl//u:

It is i.teresting to see that the « (p) - /z (L o2 7
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retes on salt.

The Compeny hes sold its pler at g -
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¥iliadini for £804000. You will remember // )
thet the Reilway was quite prepsred to pay ?/
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more owing to & mistaken reading of the BCA gad bt O Dok tie ol B s
Axreement. The Compeny ie, of course, not olak by wndl  ne ol pendi b Magatn
“ a perticularly sound corcern, but it goee on T K W R bl geilaes Bal S Uaol el mof
. ‘ struggling. aud as long as it does I think Al L cam ~t "
{t must be described as an asset to Kenya .
v T
though. possibly, the Railway does not regard [
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loth Merch, 1938.

/A a. ,; o Jisa
Aoy !

You will remember thet you wrote to us on
the 15th December sbout the sffsire of the Megadi
So0da Company . 1 hed intended to write to you before
you went to Aner;ou to esk what ped happened as
regards the fiuaendial ‘arrgngements whioh you had
reported in your previcuse létter of May J1st
(encloeing ocopies of a circular wh(oh had been issued
19 the debenture nelderc) . T™ie papers came to me
for the purpose, however, on -he day when you left
50:‘ America.

I shall be very gled if you can toli ue,
in continuation of your previoue letters, sometbing
about the poeition of the Company ss you find it on
your return. Possibly the time is inopportune as
I.C.I. must, if the newspapers are a safe guide, be
fully immersed in ite own affairs.

H. P. MARRIOTT, sSq,



alerica.

B il - FUIC N




America.

1 hope that You nhad a successful trip to
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ArFrica House.
TELEPHONE HOLBORN 88487
KINGSWAY. -

RECEIVED
137 7C 1337

LoNDON. W.C.2

15th lecember 137

o I\_.‘

The Under Seczetary of State for the “olonies,
Colonial Office,

Downine Street, Ce
S. V. 1. bt ~"’r \e/
<ot

Sir,
Ma~adi Snda Comvany Ltd.

Iimve to adrise ynu of the rer‘ent changes in the

'finanﬂinl pksl%ion and outlook for thia uomnany- i
Thqfnew arrangehent with thh bebqnuure ﬁo}de 8

iﬂhis arrangement wiich has now come into forée 13 embmdxed 4n a

Supplementury Trust Deed of which I enclose three coplep for vour

{

\information.

(8 The “ompany hdas always éaﬁ d a 1lsrre cash balance 4nd
tﬁis has recently been sugmented by the amrunt recelve  from

the Kenya and ﬁganda Railways for the trans©=rence t~ them nf
the Conpany'= Port Works. It was therefore ~onsiiered a"*ﬂnblé
to. reduce the Uebenture radition arc these 'ove hpen.reﬁ»eﬂad

#0 the nominal amount of £150,700, leavinr .e'enftures to the
amount of £275,000 still outstan@inf. Of tiese all but £4,750

have been acquired by Imverial Chemical Indnstries,

The Board have had before them for se-eral "Pﬂﬁs the

8
prospect of further limitation of their markets in ‘arious

5 v , { - A



_to meet all the doda needs of that country are now ‘completed and

~ tons annually.

ﬂ
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couhtries and the reductiors already foreshadowed byxhe to ynn!
from time to time are nov materialising.

Japan must be considerec as out of the market at any
rate for the forth-coming year and time alone will show 1if sales
to that country can thereafter be resumed. This vill recduce the {
output for 1938 by about 20,000 tons.

The arrangements for buildin- a factory in Australia

the factory should be in working operation during 1939. This mean

a reduction of output for Magadi of a further 6,000 to 12,000

Arrangemeﬁhs are being made for a factory to be 5u11t
in dndia which 1s estimated to be completed in 1941. This will
result in a further reduction in the output of Magadi of 5,000
tons annually.

This leaves Maggdi in the position of supplying little
else besides South Afri#a Qnd the eastern ports of South America.

In view of these forthcoming reductions, negotiations

are. in progress with Imperial Chemical Industries for a recast of

the yﬁonnt of the pronortionate sales in these countries wiich
hava been the subject of/working agreement wetween Imperial
Chemical Industries and Magadl for some years.

The total output for 1938 which includes both Australia
and Indla 48 estimated to be within the region of 25,000,€ons"
and in view of this reduction below the previous averagb, .

modifications are being made in the personel at the Lake with a




view to reducin expenses,.

The cereral outlook for the imiture, after A *raita
and India are no ion-er available to rurcnsse our soda, a reers
to be that the salt incdustry wnico 1is evelorin~ inrtn a healthy
and profitable tusiness i~ coninnction with a lerrer -rovntt!non
0(‘ the sales of soda in toose rountrier still épen tn Hur rrnamuct
will keep the .a~adil Soda 'nn any in beln- ant “he .rrlta at
the -Lake in ~~rtinuons nrerati-n - rendy for renewe’ exransinn

in the event of a revi'al ‘n trade,

Your obe - Vtent servant,

n h e waprrin-t

-



view to gpducing expenses.

The general outlook for the future, after Au-tralia
and Indla are no longer available to purchase ovv-soda, a-pears
to be that the salt industry which is ueveaninr into a healthy
and profitable business in conjunction with a larger rronnnt*on
of5the sales of soda in those countries still épen to nur product
will keep the .lagadi Soda Comrany in belins and the works at
the -Lake, in nontimious operatisn =: ready for renewe- exvanstc;h
1n the event of a revival in trade.

I am

3

Your obesitént servant,

iu h ¥, iarrio-r
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countries and the reductigme already foreshadowed by me to von
fprom time to time are nov materialising.

Japan must be considerec as out of the market at any

rate for the forth-coming year and time alone will show if sales

to that country can thereafter be resumed. This will recuce thne
output for 1938 by about 20,000 tons.

The arrangements for buildin~ a factorw in Australia
‘to meet all the doda needs of that country are .iow completed and
the factory should be in working operation durins 1939. This meang
a reduction of output for Magadil of a further 6,000 to 12,007
tons annually.

‘ Arrangeménts are Eelng made for a factory to be built
in dndia which 1is estimated to be completed in 1941. ‘'his will
result in a further reductionlin the output of Magééi of 5,000
tons annually.

This leaves Magadi in the rosition of suprlying little

else hesides South Africa and the eastern ports of South America.

In view of these forthcoming reductions, nezotiations
are in progress with Imperial Chemical Industries for a recast of
the amountiof the proportionate sales in these countries wihich
IEave been the subject of;working agreement between Imperial
Chemical Industries and Magadi for some years.

« The total output for 1938 which includes both Australia
and India 18 estimated to be within the region of 26,000 tons ~

and in view of this reduction below the previous averagce,

modifications are being made in the personel at the Lake with a



view to reducinc exnpenses,

The general outlook for the future, after Au-tralia
and India are no ioncer avallable to vurciase our soda, a pears

£o be that the salt industry which 1is developing into a healthy

and profitable husiness in conjunction with a larger rropobtion

of the sales of soda in those countries still épen to our product

will keep the .a~adi Soda Comcany in beins and the .orks at

tne-Lake in ~~ntinuons operati-n ¢ ready for renewe? exranston

in the event of a revival in trade.

Your ober¥ént servantf“
)E ; Z : ‘

v h ¥, darrio-t




15th December 1937

The Under Sesretary of State for the Colonies,
Celonial Offioce,

nvning Street,

8: W, 1.

8ir,
Naaad) Seds Oompeny Itd
.

I have to advise you ef the recent changes in the
financial position and outlook for this GCompanye

Phe.new spyangement with the Debenture holders whieh
hes been the subject of negotiations for some tias, has been -
carried through sucoessfully asd confirmed unanimously at a
Debenture Stoskiolders Meeting held on glat October 1937,
This arrengsment-whioch has now come into force is embodied in a
Supplementary Trust Deed of whieh I enclose three coples for your
information,

The Company has always carried a large cash balance and
this-has recently bean augmented by the amount received from
the Kenys and Uganda Railways for the transference to them of
the Company's FPort lem. It was therefore oonsidered advisable
to reduce the Debenture position and these have been redeemed
to the nomimal amount of £180,700, leaving Debentures to the
amount of £876,000 still outstasding. Of these all but £4,780
have been asquired by Zmperisl Chemical Industries.

The Boa§d have had bafere them for several years the
luitetion of their markets in various

L T




countries and tne r:muctlr)m nlready foresha ‘e. by me to yni
from timé t’o‘ ‘timo are now maceriallsing.

Japan must be consicerec as out of the market at any
rate for the forth-comling year and time elone will s.cw 1f sales
to that country can thcreafter be resumed, This will recuce the
output for 1938 by ebout 20,70 tons,

T e arrengements for buildin a factor 1in Australis
to meet all the doda nceds of that country are now comjlected and
+he factory should be in workin; operation Buring 1939, This nreans
s recuction o: output for Hagadl Q! a ﬁxrt;fxer 6,000 to 12,700
tons annually.

Arrangements are belayg made for a ractory to b: bullt
in dndis whioch 1s estimated to be completed in 194l. This will
result in a further reductlon in tne output or «agadi or 5,) 0
tons annually.

This leaves idarsd! 1in the position of supplyin, little
s1se ! esides South Africa end che castern ports of SHouth America.

in view of these forthcomi:n redu:tions, negotiations
are in progress with Imperial Shem'cal Industries for a recast of
tne gmount of the proportionate sales in these countries w.ich
have been tlie subject or;vorking aizreement Wetween Imperial
Chemical Industries and Magadl for some yS&rs.

The total output for 1938 whic tnelndes both Australia
and . dia 1s estimated to be within the reglon of 25,070 tons
and in view of this reduction below the previous average,

modifications are being made 1. the personcl at the Lake witl &



view to reducing expenses.

The general outlook ‘or the future, after nu tralie
and Indla are no longer available to purchase our soda, & pears
to be that the salt industry wiioh is devedpping into a healthy
and profitable husiness in corjunction with a larger propostion
of the sales of soda in those countries still &pen to our product
w111 ¥een the dagadl Soda Com any in beling and the Works at
. iLeke L. r~ntinuous operatisn an ready for renewed expansion
{1 the event of a revival in trade.

! 1 am,

Your obedient servant,

su h ¥, Marriott



DATED 22ND NOVEMBER, 1937,

THE MAGADI SODA COMPANY LIMITED
— AND —

THE ROYAL EXCHANGE ASSURANCE.

N.L.8.8 —WLASSUR-13914



Stamp
10/-

mblg Btzb made the Twenty-second day of November

One thousand nine hundred and thirty-seven BETWEEN THE MAGADI
SODA COMPANY LIMITED whose registered  office s at Imperial
Chemical House Millbank in the City of Westminster (hereinafter called
“the Company ) of the one part and THE ROYAL EXCHANGE
ASSURANCE of the Roval Exchange in the City of London (hereinadter
called * the Trustees ™) of the other part SUPPLEMENTAL to an
Indenture (hereinafter called ** the Principal Trust Deed ) dated the
Third day of March One thousand nine hundred and twenty-five and made
between the same parties being a Trust Deed gecuring a series of Debentures
of the Company of the nominal amount of Five ‘hundred thousand pounds
carrying interest at the rate of six per centum per annum and to a
Supplemental Trust Deed (hereinafter called * the Supplemental Trust
Deed ') dated the Fourteenth duy of July One thousand nine hundred and
thirty-two and made between the same parties as the Principal Trust Deed
whereby the provisions of the Principal Trust Deed were modified in
certain respects

WHEREAS :—

(4) Four hundred and ninety-nine thousand nine hundred and fifty
pounds of the said Debentures have been issucd and Two hundred and
seventy-five thousand pounds thereof are now outstanding

(B) The Company is desirous of modifying the rights of the holders
of the said Debentuges and the provisions of the Principal Trust Deed and
the Sapplemental Trust Deed in manner hereinafter appearing

(¢) At a meeting of the holders of the said Debentures duly convened
for and held on the Twenty-first day of October One thousand nine hundred
and thirty-scven in accordance with the provisions of Clause 14 of the
Prinetpal Trust Deed an Extraordinary Resolution of such holders within
the meaning of Clauuse 17 thercof was duly passed in the terms of the
Resolution_sét forth in the Schedule hereto

vy % (v) The draft Supplemental Trust Deed referred to i the said

‘Resolutiop was the draft of these presents

(8) Words alld expressions defined in the Principal Trust Deed
are intended to bear the same meaning in these presents where the context

- 50 admits N
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NOW THESE PRESENTS WITNESS and it is hereby agreed and

A oas follows :— i

t

| CLAUSES 1 to b inclusive of the Supplemental Trust Deed shall
wlled and shall gease to have effect and in lieu thereof the following

provisions shall have éﬂeet that is to say :— ’

All libbiliﬁes and’ obligations of the Company (so Far as the
same have not been discharged orgfulfilled) for or in respect of the
p;l)’,(]uj" or provision of interest on the Debentures in respect of the
period f five years ‘commencing on the First day of Junuary
One thotsand nine hundred and thirty-two or any part thereol
and all liabilities and obligations of the Company for or in respect
of the payment or provision appropriation or application of any
wum which during the period of ten vears commencing on the
First iy of January One thousand nine hundred and thirty-two
oughit 1o have been or o be appropriated and applied by the
Company in the purchase or redemption of Debentures whether
the s shall have arisen or shall or would but for these presents
arise under or pursuant to the conditions indorsed on the Debentures
or the Prineipal Trust Deed or the Supplemental Trust Deed or
the Agreement referred to in Clause 3 of the Supplemental Trust
Deed o1 otherwise are hereby cancelled and determined and the
Company shall be and it is hereby released therefrom accordingly
and (he omission or failure of the Company to pay or provide
or to appropriate or apply any such interest or redemption or
purchase moneys as aforesaid shall not constitute or be deemed
to by o constituted a default on the part of the Company rendering
the seeurity for the Debentures enforceable or the principal moneys
thereby secured payvable.

T following provisions shall have effect in regard to the

puyment of interest on the Debentures i respect of the period of five years
commencing on the First day of J:mugﬁ One thousand nine hunured

and thir

tv-seven that is to say :—

(\) Two-thirds only of such interest (namely interest at the
pate of four per centum per annum) shall be payable in any event
by cqual half-yearly payments on the half-yearly dates for pay-
ment of interest fixed by the Debentures PROVIDED ALWAYS
that the first of such half-yearly payments being that due on the
Thirtieth day of June One thousand nine hundred and thirty-seven
having been calculated and paid at the rate of three per centum

the second half-yearly pavinent to bece due and payable on
the Thirty-first day of, December One thousand nine hundred
and thirty-seven shall be culenlated and paid at the rate Gf one
per centum.

(8) The remaining one third of such interest namely interest
at the rate of two per centium per annum (hereinafter sometimes
referred to as * the deferred interest ') shall be payable only as
and when and to the extent that the profits of the Company (us
hereinafter detined) shall from time to time be sufticient to pay
the same but so nevertheless that such deferred interest shall be
cumulative and shall be paid in full (8o Tar as accrued to date)
before any dividend or bonus 18 at any tune hereafter declared or
paid upon any shares of the Company and any part thereof not
previously paid shall becon immediately payable (irrespeetive of
whether there are profits of the Company available for paying the
same) in the event of the security constitnted by the Debentures
and by the Principal Trust Deed as moditied by the Supplemental
Trust Deed and by these presents beconming enforceable whilst any
such interest remains unpaid and any steps hang taken to enforee
such security.

fo) The expression S profits ot the Compuny 7 as herein
waed sholl mean s regards caeh spelt venr as aforesand the exeess
ot the Company’s meome foxelusive ol Capilud proiiis e losses)
over its outgoings on a properly drawi ievenue and profit and loss
aceount to which there shall be charged all working and adminis-
tration expenses of ihe Company in aceordance with the Company's
present practice and provision for depreciation and obsolescence
of buildings at the rate of two and i half per centum per annum on
the original cost of plant and nachinery .and other fixed assets at
the rate of five per centum per angum on the original cost of
moveable assets at rates sul)stanhiaﬁy in accordance with the
Company’s existing practice and also interest on the Debentures
for such year at the rate of four per centum per annum but before
making any appropriation to reserve and so that the certificate of
the Company’s auditors ax (o the amount of the profits of the
Company for each such year as aforesaid shall be hinding and
conclusive on the Company and the Debenture-holders.

4. NOTHING herein contained shall affect or derogate from the

obligation of the Company to appropriate and apply the agreed sums
which under the Agreement referred to in Clause 3 of the Supplemental



foa
SPpgst Deed are due to Mappfobﬁuted and applied annually by the Company
indthe purchuse or redemption of Debentures during the period from the
First day of Junuary One thousand nine hundred and forty-two to the
Thirty-first day of December One thousand nine hundred and forty-five

(hoth days inclusive).

1. DURING the said period of five years from the Kirst day of
January One thousand nine hundred and thirty-seven and thereafter so
long as any part of the deferred interest which shall become payable
pursuant to the foregoing provisions hercof remains unpa{mid the deferred
interest shall be paid by the Company (to the extent to which the profits
of the Company are from time to time sufficient to provide the same)
within one month after the accounts of the Company showing such profits
are submitted fo the Company in general meeting but not later in any
event than the Thirtieth day of June next following the expiration gf the
vear in which <ieh accounts are submitted PROVIDED that the deferred
interest shall be paid only in amounts being one-quarter per centum or an
exact multiple of one-quarter per centum upon the principal ambunt of
the Debentures and so long as any of the deferred interest remains unpaid
any profits or balance of profits of the Company for any year not sufficient
to pay one-quuider per cenfum interest on the Debentures shall be carried
forward (o (ho accounts of the following year AND PROVIDED
FURTHER that the obligations in respect of deferred interest imposed
by this clause shall not apply in respect of Debentures redeemed by the
Company while deferred interest is outstanding thereon.

5 THE Principal Trust Deed the Supplemental Trust Deed the
Debentures and these presents shall be read together and the Principal
Trust Deed and the Debentures shall have effect henceforth subject to
and with the benefit of the provisions herein contained and so far as
possible as though the provisions herein contained had originally been
contained or ¢mbodied in the Principal Trust Deed and the Debentures
as originally cxecuted and the Princ% Trust Deed and the Debentures
shall be deemed to be modified accordfhgly.

6. EACIH of the Debenturc-holders shall as and when called upon
by the Company so to do produce to the Company all the Debentures
held by him wand permit notice of these presents and of the provisions
herein contained to be indorsed thercon.

IN WITN KSS whereof the Company and the Trustees have hereunto
caused their respeetive Common Seals to be affixed the day and year first
above written

THE SCHEDULE above referred 1o
RESOLUTION.

“ That this meeting of the holders of the Debentures of The Magadi
Soda Company Limited secured by ‘T'rust D dated the 3rd March 1925
and made between the Company of the one part and The Royal Exchange
Assurance as Trustees of the other part as modified by Supplemental
Trust Deed dated the 14th July 1932 and made between the same parties
hereby approves and sanctions the draft further Supplemental Trust Deed
submitted to this meeting and for the purposes of . identification signed
by the Chairman thereof and all modifications of the rights of the said
Debenture holders against the Company or its property and all modifications
of the provisions of the said Trust Deed and Supplemental Trust Deed
which are expressed to be effected thereby or are involved thereip (including
the release of the Company from and the cancellation of all’ obligations
and liabilities of the Company under or by virtue of the said Trust Deed
or Supplemental Trust Deed for or relating to any payments of interest
or provisions for redemption or purchase on or of or in respect of the said;
Debentures or any of them for or during or in respect of the period fronr
the 1st January 1932 to the 31st December 1936 both dates inclusive or
any part thereof) and hereby authorises and directs the ‘l'rustees to concur
with the Company in executing a further Suppleincnial Trast Deed in the
form of the said draft with such modifications o detail (it any) as the said
Trustees may approve and declares that the Supplemental Trust Deed
so executed shall be bindiig upon ail the said Debenture-holders.™

THE COMMON SEAL of The Magadi
Soda Company Limited was hercunto @
affixed in the presence of !

A. E. GAWLER, [hrector

J. D, EAarLAM, Seeretary



THE COMMON SEAL of The Royal
Exchange Assurance was hereunto
| affixed in the presence of

RicHARD F. CAVENDISH,
Director.
_ (By Order of the Committee
in Waiting)
R. E. OLDFIELD,
Assistant General Manager.
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Reference . ITEM XV
GOVFRNORS CON’FERENFE CON(‘LUSIONS,
B[ T

Reference

The Secretary to the Governors' Conference

ad has the hen
from. and to ihe novernment..of th
dated 10th May. and 23rd July.res

information.

THE UNDER SEGRETARY OF STATE,

\,( COLONTAL OFFICE,
DOWNING STREET, S.W.1.

onour to forward the accompanying...

Y U
presents his compliments
copy of letters

e.Tanganyika Tsrri tory,

pectively, for....



H.cl““/"'c
TH. suolul-Ri.T,
2R B3 salaale
gonglzhh
10tk Mey, 1937.
sir,

1 s Alrested ke refer to your letter lo.!‘r/m.‘l
of the 158k Jenusry eomeeyming the taxation of salld ia
Sast afriea and %o infesm yeu Shat this Jovernment hus now
sonsidered the recommendations made in seetion B of
memorandum 00(36)34. These recomuendctions were i<

(3 shet the Tanganyike Governmoat be requested
te enter into negotiations with the iysunsa sald
Mines (Tanganyika) limited, with a view to seeuring
the agresment of sompeny %o the imposition of nn
exeine duty on salt produeed at Uvinsajy and

(2) that the dovernment of Panguuyika be requested
to examine the position in all its aspeets with o
view %0 ¢ steps as soon as be possible Lo bring
the neansures takea to safeguard the Tangany Lka salt
industry within the agope of the Customs igrecments.

t 9 The former peiamt was raised as u reliminayy to
tho.fnm.{ conuuont::n of the possibilisy of intreducing
su { 1) Q! ] lawg e i
coulm uﬁ:“o 5.- lp;tﬂ: ov=r gl; ﬁ‘n:;
.Greement avea, the ¢ Sien huving beea mede im‘ not
fully examined] that internsl taxatiem of saly within
that aves mi he placed en ea exeise duty basis and
operated in aseordanse with the Exeiss 8. it will
be suffieient to stats, that on this mutler, that the
question has been put {o the eompany eoncersed sad thet
there is reason to believe that the eompasy would agree
%o a modification in the terms of the present liceaes
under which exeise duty would desome paysble om Uvinsa
salf against adjustmen 1a the fixzed snuusl sum payaeble
ander the lieence, This preseat impedimont to fur
consideration may therefere be treated :s surmounteble.

The ika Government does not, Rowever, wish
1t to be iaf % it is prepured, without further
exsmination, “’nu‘tﬁ ia prianeiple the introduetion of o
aystea of dutles on selt. 1Ihe sonsidcrations ndvuneed
ia the su 1 rmn of tuis letter ure relevant
te this isswd and it may alsede abded first that this
Soverameat sees no et of being able to oolleat
effestively sither Foyally cr exgise duty ca ralt wen by
) cans frem the sea or frea inland .skes or puns (o0
tshat Re comprehensive 1.11.-‘10- of vesimilated caarges
%o all salt won ia the Territory is possible), sad secondly
that the imposition of exelse duty oa o low=rated commocity
such as salt preseats specisl diffieuliies in practiee.

de1he/
TME JBORETART,

PHE QOVERKORS! QONFURENGE,
NAIROBI,



4.

e fhe cwuona regumandstioa lé Lhe more farereaahing.
sertoln esss.tlal foots regurding the aag.a,lza pult
industry wore d¢sorived ia the memur u.lum in y.estion,
from whigh the foll wing quotation L = de f.r voavenle.us
of reforence .-

PeLlne Busl luduptry ia PeuguayliRe s been bullt

up wi.sr the auweltor of « keavy WX oa wll salt

i perted ilnte Whe Territory ln .cdition to the subd-
atontinl C.stoms 6uty and  rivete caterprise hus reliicd
upon this proteciivae The mar<et ie pui 'y loanl except
for the export of selt from Jviag: Lo th .ong0. 40 far

w8 18 ruoun 10 uugbaylks Bali n.n ocntered elther
Lenysu oFr ., nda 1or may years.
{t omnnot be doubted thet the . riuyilke lalt Tax is

gontrery to the spirit of the  ustoms .yreemeats but
it existed oefore these .grecmneuts were signed wund n.s
been aliowed %o so.tinue in for ¢, © & Jonseoyusuoe
not only was %the lioenee to the yunza .alt lines
completed when the ialt Tax was su eeseatial part of
the protsctioan afforded to the indusiry st Jvinsa, but
stepa to rutionslise the ovest .l salt industry buve
been teken comporatively receatly whieh presuppose
the ooutinuanae of this tax ot lenst untll the end
of the flye-,enr p riod eovarad by Joverament otliue
10,189 of the 19th .agust, 1933 w«nlch restriotis
prospeoting for salt in the ~stern -rovinge”,

y

iy
4. it willfapparent from the ubove deascription tnutl
the !angenyika s&lt inaustry ingludes:=-

(a) .r.auatlon ad the Hyunia Lult Lines, wuose luoul
merket it in the osntrpal and .eatern partms of the
jerritory including the _ake 'rovinee and who export
salit to the Belgien UJongo and the | sndated Terrlitory of
Runnda=yrundi; eand

(b) _unBtel produdtlion by licensees, wuoase wirket is
in thevestern parts of the Territory,
“here is also - third outegory, vis :=

(o) sroductioa o, nstives of i(rloa from the sea or
elsewhers, for sossumption, burter or s:le, This L.d.stry
noe existed from time ismssorinl and oy be mald to lie
outside the scope of preseat disousszions to the extent
thut its eontlouanee L8 ualikely Lo ve affeoted by au,
figsenl ocuvngoa} bat it 1ls not sn iadusiry whose
exletenge ¢nn be Agmored ian counslidering the Tamgan,lka
s2lt iudustry ns & whole, 1t is ounly neoessary to .dd,
in regurd to thls netive productioca, t 't native rights
are safuguarded by wection 7 of the loiug ur@inunce,
1929, wanleh provides thet “lotnlig ia this ordinunce
ebell be de.med bo prevent ,.. i, u.tive of the
Territory f om taking, sabjeot to suoh couditlons ns
be¢ presoribéd, nay noheprecious m.neéral from lsads 7: =
which it nns been the austom of the membera f the
gommu.iity to which taat antive nel nge to tuke the a.w

be soastal procuctioa by lioensees nes coeu made preslb v
o, nlgh protective duties dotiuy frou vefore toe sritish
H stration, his proteation is esse . tial to xsep L.
Ladustry slive agaiust eompetition from den sad the
Bemadir Ooast, no other field hevii. offered oompetiti
ia the psast, .lthough this iadustr, is 4t preseat
protested by the 1 yosition upon forel,n salt o0f an 4o, it
duty of shel/= ,:r 100 lbs, und the s: 1t tex of Lhe,2/ %
per 10U lbs,, thc view taken by thls werncent is tho b e
legitimate intercats of thla Ludumir, soild be adey .ntely
perved - after the 19th .ugust, 1988 - Ly Lhe uoeept..ee
of » basio plus suspended duty of .he..;3 per lL(Olbae in
uny proportion to eult the Jovernwents .f .enya and .grad
provided/




e

(e

provided thot saltb roduged u% jagadd Ls eclled upon o
bear the normal turlff rute petweon kagadl and the soaste
This covernmeat is apt awere of the prossat intention in
this regard but notes from paragreph o of 00(156)18 tant
1t was {ropoud to sake notlom en se limes when
moratorium dus %0 expire ba 19246 onmwe up for reconsidsratlon.
“nder these vo.dlilions the view of the Teagany ika government
is that such ueasures &s might be asoeasar; Yo briag thet
portion of the lzngaugike salt industry wisd is souducted
by ligensees on the eoaes within the sovpe of the Justons
greements oould in principle be applied with effegt from
ugust, 1938,

6. The 9ase resented by produation st GAe liyaasa Lalt
sines is difforeat, in its Jenge morket whe @0 op«rites
without teriff proteatioa, , salt Lmported from sl

enn pass through Tengenyika a8 ods in trensit, its
security in thut narxet depesds upon the aeceptable qualivy
of ite produgts aaa its gc:g- ael position, the aines
being some scveaty miles o rom rigomde BO sarlft
adjustment esn effeet ivs positiod 1o khat market,

reapesh of sales within she borders of Tengeayika it would
pecome immediately vulmersble ia one of its most importent
margets if the Tanganyike salt tox wore renoved aad free
competition £70m M were S0 toie places IR poteantial
point of contaet between xegodd and Jvinse lies in the ’axe
provinee of this Territorye. Uvinsa nas not in the past beend
able to mest the demands ~f any part of the renye OF Jganda
market and does nod expeat $o de aple to do.so in the future.
But the .ake crovinee provides & market and im that area
Jvinsas satisfles fully so mueh of tne loanl demend aa 18 ot
sorved by ealt won assives from ILeke syassi and other
salt lakes in the ne ﬂboarhoo 1o the faoe of possible
gompetition from Lagall, Uvinsa's positios in thet nnrket
mnet be aaderminsd anlema the Tengoayiks salt tnx is rei:iaed
and the view neld sy 4¥ Goverament is thnt if ths Uvinza
gompeny is to sutfer damiige io thut nerked there should be
ndequate oompensating aldvantages oloswhere,

Te Bus LheFe im uo ovidzagse that sueh sompensatlng
adventuges will aacrul. the comsumer will not benefit,
peosuse Balt is retailed in small quantities at @0 many oc.-L8®
a pagket und the profit to the retallor is lrrgee This is «u
old-established guatom and the retall prioce is unlikely to
be affected even bWy relatively substontli .l changes in tae
wholesale pﬂnt a reduotion 1ln wholesale priee of Sh#.c., U
a ton, or 1 oeant 8 1b,, would not be nsaed on %o the

sor of 8 & 0%, pasket, yagadl -gll not bdenefit at siJ
rete uatil produgtion at Magedi exceocds the effective dor-ad
for Magadi salt 1n Kenye and Ugnunds, .nd Lt io to be noted
that a$ oo time LA the yuestion of tae ranganyiks salt [ 3
been raised b{ the Nkagadi Jompanye Jntil, at 1te aorm:l prioes,
that company nus gntisfied ‘ne demand Lo ienys sald Ugand: o 4%
gen achieve no sjyealal profit by faveding Tangaayika nar<etse

B These eonsideruiions leud tuis soverament to the
oonglusion that although the ‘angeayika salt tax is sontirary
to the epirit of the Justoms .greements, it is doing no harm
to any interests cutside fanganyikas and, as it was lo 1x1ab
epe the Customs " greements were n.gno& and formed a vit 1
of the siroucstances in whieh the llicence to the vin:e

QOuPLY )




T

4.

A
oomprAy «.8 negotl lLed, thut Lt whould eonbvinue in toxk'*u
Quring the term of thst lioenee, th: L L3, until the
3lst CGetober, 1947, This Goverament fully recognAses thct
the salt tax is » method of raising reveaue or proteoting
loenl industries which is in many respvote wiweslrable
and It hem no i.teation of proposiug \Lae pplioution of
u sicllar pricoiple to any other fau,wsaa L.destry
but it is oconsidered tnnt, in the Ll Lt ° ine
olrounzotances whioh have iud to the exia .uw o/ tuls
tax and of thc frot that it wes ln Torse scfore Lhe
Justoms .greements wore mode, there is 8irong angde for
the tax to be regnrded s v solitury e.ceptlom to the
poliey underlying those .greemeuls {or such periocd
as i eatill required to gomplete the term of « lliceuce
losued st . time when the tex wae recognised without
question as o part of the flegul s, stem of this Territory,
i short, this soverament feels tiot Lhe nngauyike salt
lodustry hus, throughout Ltu history, biea developed on
Tenganyliea rother then oa .Luet ..frican lines and that,
lnasmueh as it h.s never sought, =nd l: uot like !y fn the
future to euek, u «rcet for iLa procuct iu ienye or
Jganda, this oue comaodity oan, for the period up to
Xovember, 1947, b: exempted frowm the *.ll operutioa of
the Justoms .jireements without i perilling the major
objeotives involved,

L Luve Lhy nomour tu e,
Sir,

four ob L ol = rvant,

isgd) e le o currilye



’ 2 o 'alv. 197,

ar,

/4th referense Lo your lett.r of the L0th ‘ay )
(Na,18898/565), regariin; the taxation of salt In &'t ifrica, °
r . f have the nhomour t> state thst ! am aov in'wuuuhi of the
Low o Wiewmoof the sovermaents of ‘euys nd Uganda-apon np mmmu
f‘ & ad ;-t foreard by your uodpu-ent
‘\“ “ - 8, »\'m lmﬁm a* *m inforns me tuo.t. 5: viee f
.mimﬂsfn S the prodles made by the ioveys
«wmmnﬂuary th 8y m’ha mm

Tas émt F 3 J!gm}n tnforas we, 1n h stter é!iuia

by your Gavernsent thit salt @iosld he exempted “rom the an
. upnnnna a7 the the poliey aaderlylnc tne Customs 'gresmeats, for

'\M pﬂ'hﬂ u tq M'mbnt, 1947,
a0y *.«"u m;wla. neia;
, oftne correspondence 13 de'n,.

wat o tae -";-aw;:nu*?fta
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EAST AFRICAN GOVERNORS' CONFEKENCE,1937.

P
EXTRACT FROM BUMMARY OF ACTION TAKEN ON CONCLUSIONS

OF GOVERNORS'
9 CONFERENCE,1936. _ -

T

M
Cugﬂszx‘

-

iII ané XV SALT INDUSTRY IN BAST AFRICA

Appropriats action was taken by. the Govermment of Kenya
as regards the requests made by the Maggd Soda Companye.

On the broader question of salt ‘taxation, the Goverpmenk
of Taenganyika has recently suggested that salt produoced in
that territory can ve exempted from the full operation of the
Qustomns Agresments. This suggestion has bz23n 'raferrsﬁ to ﬂ:n

Govarnmants of Kenya md Uganda.




8th June, 1947,

ity dear lurriott,

Many thanks for your letter or the .ilat ey
in which you sent me the papers wubout the I._.I. ollur
to purchase the Lugadi Debentures,

I do not think there iu unything we can do ut
present but I ecree thut we shull huve to huve . tuik
7hen the trensaotion is coupleted und peranps you will
let we know to whut extent tne invitution hus been
sooepted b, the date fixed und we .1ll then Ui nge o
disocussion,

fours osincerely,

ol L/kf/) Ao

H.LUMARRIOTT, BSy.
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TELEPHONE HOLBORN 86 ( } {4 AFrica House e
KiINGSWAY

! LoNDON. W.C 2

s1st Jay 1937

3ir Cecil Bottomley, K.C.Y.5., C.=.
Colonial Office,
Downing Street,
London, S. W. 1.

A b pPt

Magadi Soda Company Limited.

The negotiations, the commencement of wnie

have already informed you, between the Beard of Imperial
Chemical Industries Ltd. and the Trustees for the !'ebenture

g Holders, backed by a Debenture Holders Uommitfee, have now
} taken shape with the result that a Cipcular has been i.sned to
the Debenture Helders by the Debenture “olders Commlttae
atrongly recommending Debenture Holdars to acrept an »ffer
thet has been made by Impertal- “hem!cdlandustraes to. ~wrvhaqe
) all of the outstending Debentures at 75% of their %ace v;lgp:
This is a considerably hisher fisure than the hizhest at whi;h
the Debenture Stock has stood in the market for several years and
T should think thnt the Debenture Holders would é% onlv‘th”
zlad to accept it. I am- conflrmed in this n"*nidg when | see

that the Stogk hxchany mark!in in "The Times" nn’ 2 th ‘lay was

74, the orﬁ.r being 7540
5&‘ This transactﬂdn 1s not & direct concern of the
Compafiy as it 1s, from thg;r point of view, merely a change-over

‘ofife debt dus by them from oﬁe holder to another, but wnen the

e

s B
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transaction 1is completed and Imperial Chemical Industries
will then be holders of 81l the Debentures and all the
ordinary shares I should think that the time would be oprortune
for a re-organisation of the finances of the Company on lines
more in accordance with the commercial outlook. Then would
be the time for us to confer together so &s to safeguard
the interests of the Colony.ih the matter.

I enclose thpee copies of thé Circular that
has been issued to Debenture Holders and two coples of my
letter for your convenience in passing on the information
contained therein if you desire to do s0.

Yours very sincerely,

M)W
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No. 1, PINNER'S HaLL,
GREAT WINCHESTER STREET,

L.oNpoN, EC 2.

26th May, 1937.

To the holders of
6 PER CENT. MORTGAGE DEBENTURES OF"

THE MAGADI SODA COMPANY LIMITED.

DEAR SIR (or MADAM),

The Moratorium in respect of partial payment of ipterest and provision
of Sinking Fund on the Debentures expired on 31st December last.

The Company's Circular to Shareholders, dated 2oth April, 1936, set out
the constitution and history of the Company and dealt with its then position
and progpects.. The Circular, a reprint of which is enclosed, envisaged the necessity
for the Company to re-open negotiations with the Debenture Holders.

In view of the cxpiry of the Moratorium, Royal Exchange Assurance, as
Trustees, invited the following representatives of the Debenture Holders, Messrs.
L. A. Stride of the Industrial & General Trust Ltd., F. R. Cottell of Anglo-French
Exploration Company Ltd., A. S. Colley of the Trustees Corporation Ltd.,
to act as a Committee to assist them in negotiations on behalf of the Debenture
Holders.

As Imperial Chemical Industries Ltd. are interested in the management and
capital of your Company and as your Committee felt that Imperial Chemical
Industries Ltd. might be disposed to consider the acquisition of your Debentures,
they consulted with Imperial Chemical Industries Ltd., and arising,out of these
discussions it was agreed that the presemt position of the Company’s affairs
should be reported on by Messrs. Thomson McLintock & Company, Chartered
Accountants, representing Imperial Chemical Industries, and Messrs. Brown,
Fleming & Murray, Chartered Accountants, representing the Magadi Debenture
Holders. It was-also agreed at the time that their ]mnt Report should be
accepted as a basis for negotiation by both parties.

)



The salient features of the present situation in so far as the Debenture
Holders are concerned may be briefly summarised thus :—

(@) The Magadi Soda Company has not earned its Debenture Interest
and Sinking Fund in full, after depreciation, from the time when Sinking
Fund payments were due to commence, 7.e. 1929.

(4) The,Magadi Company’s Annual Report for 1936, issued under date
215t April, 1937, shows some improvement, but even the interest at the
reduced rate of Four per cent., amounting to £17,028 per annum, was not
fully earned during 1936 or indeed in any single year of the period of the
Moratorium. In the absencepf any further arrangement, the amount required
to meet interest and sinkiig fund payments in the present year will be
at least £49,000. i !

o

(¢) The prospects for the future in our. opinion are not encouraging,
and in this connection it is desirable to point out that it is expected that
within the next two years the Australian trade is likely to disappear owing
to the establishment of adequately protected local productien. As the
Australian market is, next to ?apa.n, the Iirgest for the Company’s products,
it is obvious that should this market disappear the effect on the profits of
the Company will be a serious one, arid whilst the full interest and Sinking
Fund could be paid for a limited period out of the present liquid assets,
this would very probably only lead to a further impairment of "the capital
position.

(d) Practically all the fixed assets appearing in the Balafice Sheet are
situated on leasehold property, and in the event of default in the terms of
the Lease would be liable to revert to the Kenya Government.

(¢) The price of the Debentures on the market at the time of the issue
of the Company's 1936 Annual Report was about {55 per cent. and there
have been recent markings in the neighbourhood of £60 per cent.

We are pleased to inform you that as a result of our ¢vnversations Imperial
Chemical Industries have indicated that they are willing to purchase the whole
of the outstanding Debentures at the rate of £75 per cent. cash, including all
arrcars of interest accrued and accruing and free to them of all costs and expenses
excrpt Stamp Duties and Transfer Fees. Should the whole of the Debentures
outstandfng not be made available for purchase by Imperial Chemical Industries
that Company reserves the right either to withdraw from the whole transaction
or to accept such Debentures as have been deposited at the 21st June, 1937.

We have satisfied ourselves that in the event of a complete default on the
Debentures and the appointment of a Receiver, the Debenture Holders would
be unlikely to recover as much as 75 per cent. of the face value of their
Debentures.

REPRINT.
THE MA: \DI SODA COMPANY, LIMITED.

IMrERIAL CieMIcal Hovsk,
MILLBANK,
Loxpon, S W
2oth Aprid. 130

To the Shareholders of THE Macapl Soba Co., Lip

The following notes on the constitution and history of
the Company are circulated by the authority of the Board
of Directors, for the information of the Shareholders.

The present Magadi Soda Company was mceorporated in 1925 to take over
the undertaking carried on by the former Company of the same name, which was
at that time in liquidation. The latter was incorporated in 1g11, and had operated
continuously at a loss, with the result that no dividends had cver been paid on
the shares and a considerable amount of the capital had been lost

The new Company was formed under the management of Brunner. Mond
& Co. Ltd. (now a subsidiarv of Imperial Chemical Industries Ltd) who were
in no way conniected with the old Company

The Debenture-hoiders Sharchoiders and Creditors of the old Compar
were allotted the following mt»-r'ﬂ%s in the new Company

OLp CoMpany : NEWw CoMpany HoLpiNG axp Vars
Iirst Debentures v . “ New G oper cent. Debentures of an
equivalent amount
Second Debentures and  certain 0 per cent. First Preference Shares
Creditors. to an amount equal to 75 per cent

of the liability.

Ordmary and Deferred Sharcholders.. 0 per cent Second Preference Shares
to an amount equal to 25 per cent
of the value of the original shares

Two new classes of Shares were also created, namely, 12§ per cent. Preferred
Ordinary (£150,000) in 5s. Shares and Ordinary (£100,000) in 41 Shares. The
Second Preferénce Shareholders in the new Company were invited to subscribe
for the Preferred Ordinary issuc in the proportion which cach Sharcholder’s



holding bore to the total Second Preference issue. Actually only about 39 per
cent. of the Preferred Ordinaries were taken up in this way, and Brunner, Mond
& Co. Ltd. took up the remaining 61 per cent. as well as all the Ordinary Shares.
The whole of the Ordinary Capital and 3s. of the 5s. nominal value of the Preferred
Ordinary shares have been called up, so that the new cash invested in the present
Company has been £1go,000 made up (in round ﬁguresf as follows :—

Brunner, Mond & Co. Ltd. (now a subsidiary of 1.C.I. Ltd))

Ordinary Shares £100,000

Preferred Ordinary .. 2 £ 55,500
Total 1.C1 w5 £155,500

Other Sharcholders :
Preferred Ordinary Shares . . [;54,500

L £190,000
- - e

The Company works ander concessions granted by the Kenya Government
and its main activity s the manufacture of soda ash (sodium cu_rlxmat“ef from
the natural deposits of crude soda (trona) found at Magadi n almost unlimited
quantities. The process used is a simple washing and calcining operation, but
His the disadvantage that it produces only a moderately pure product. Although
okt ash s an industrial chemical of great importance and is consumed in large
quantities, only a relatively small market exists for the Magadi product as 1t
i~ impossible to produce a purified product equal in quality to that made by
the ammonia~oda process, the prinetpal senree f supply, eveept at prohibitive

o=t

11 wae mainly for thewe reasons and the added disads autage ol a rail haul
of 380 miles to Mombasa the nearest port, that the original company achieved
unsatisfactory results

When the new  Company began  operanois under the management  of
Brunner, Mond & (o. Ltd. (themselves large producers of alkali) it was found
possible, with the aid of the technical advice and assistance thus made available,
1 effect a progressive improvement in costs. By exporting Magadi Soda to its
natural cconomic markets (in order of importance  Japan, Australia, India,
Rinver Plate, Brazil, China, and south Africa) with the active help of the Brunner
Mond selling orgamsations, it was also possible to build up a reasonably profitable

lld\i\'/

I'Hus from 1925 to 1928 sales increased from 49,000 tons 1o 80,000 tons per
annum at satisfactory prices, and full Dividends were paid on the 1st and 2nd
Preference Shares in 1927, 1928 and 1929. A dividend was paid on the Preferred
Ordinary shares w 1428, but no dividend has ever been paid on the Ordinary
Capital. Debenture mtercest at the full rate of b per cent. was paid in respect of
the year 1925 and from 1927 to 1931 clusive. From 1932 onwards Debenture

interest has been id at the rate of 4 per cent. under a Supplemental Trust Deed
Debentures to a ¢ .inal value of £74,250 were redeemed by purchase between
1929 and 1931 in accordance with the provisions of the original Debenture Trust
Deed.

Japan being a large industnal market, was Magadi's Dest customer, and in
1928 took about 60 per cent. of the Company's total output, so that when Juapan
began manufacturing alkali on a large scale by the Ammonia Soda prm-c;\, the
Magadi tonnage was immediately affected. Since then, Japanese production his
increased until that country is now almost self-supporting and in addition exports
considerable quantities. Although by accepting very low prices some share of
the Japanese market has been retained by Magadi, other markets have provided
little compensation, partly because of the limited demand for Magadi Soda, and
partly because Japanese, Russian and other competition have resulted in a
considerable and apparently permanent fall in world prices.

To illustrate this the following table showmg comparative nett costs and
realisations in representative years will be of interest, the fear 1925 being tuken
as the basis (= 100).

Nett Manutacturing Nett Kealsation

Output Tonnige Lonnage ~old

ot per Lo et ton
1925 v 100 o0 100 100
1928 156 74 103 « 120
1931 92 91 89 100
1934 - 63 ‘ 85 03 97
1935 vas 93 O 76 6

It will be seen that realisations have stice 1928 shown a progressive reduction,
while costs (having regard to the fact that production in g1, 1934 and 1935 was
very much lower than that for the peak yvear 1928) have shown a notable
unprovement,

As the actual and potential demand o soda i Magadi's home muarket (East
Africa) is negligible, export markets must obviously be the Company ~ main
outlet, and as productive capacity throughout the world s now aimost every -
where mexcess of consumption, 1t is possible @t present to discern httle prospect
of improved conditions

< The raw materials available m the Lake Magadi deposit do noc permt the
manufacture of a wide range of products, hut other types of Alkal have been
developed 1n recent years, although the demand for these is relatively small
The only product other than natural Soda which s available i quantity is Salt
but its separation presents certain special problems and the high cost of transport
to the sca coast renders competition i export markets out of the question The



" internal market for Salt in Kenya and Uganda may be secured, but as this does
not amount to more than 8,000/10,000 tons per annum, its complete diversion to
Magadi Salt, while undoubtedly of financial benefit \tq_ the Company, would not
-alter the dividend prospects to any materiarl extent. "

All the Company's properties in Kenya Colony, ing ;ding the Magadi Branch
‘Railway, are held oh gg-years Jeases from the \Keny& Government, and by the
terms of its concessions, the Company is liable to cPﬁtain minimum payments on
account of Royalties and Railage. As these minimum payments are based on
an output far in exXcess of the market for the Company’s present pr9ducts,
supplemental agreements have been made wjth the Kenya Government from

time to time whereby the minimum payments have temporarily been fixed at a
reduced level.

The establishment of alkall factories in increasing numbers throughout
the world renders the position of the Company progressively more difficult,
and while every endeavour is made to maintain existing business, the efforts
of your Board ‘and its technical advisers are necessarily directed to improving
costs and methods of production, to developing Salt and secondary products,
and to conserving the Company's resources

In regard to the Debenture position, the outstanding balance of the present
issue amounts to {425,700, and interest thereon is pavable under the original
Trust Deed at the rate of O per cent. per annum. By virtue of a Supplemmental
Trust Deed cntered into by agreement with the Debenture holders in 1932,
Debenture Redemption was suspended and 2 per cent. interest 1cbated for a period
of 5 vears ending 31st December, 1936, but the amount so rebated remains as a
contingent liability to be discharged if and when the profits of the Company
permit this to be done  As the Supplemental Deed expires at the end of this
vear, negotiations will shortly be reopened with the Debenture-holders.

¢

i

Accordingly, we have no hesitation in recommending you to sell your
holdings of Debentures at the rate of £75 net for each £100 Debenture, and
pro rata for other denominations.

We are authorised to inform you that the Royal lixchange Assurance as
Trustees concur'in our recommendation.

We shall, therefore, be glad if you will scnd, in the cnclosed registered
e/nyelope, to the Union Bank of Scotland Ltd., 62, Cornhill, London, E.C.3, the
enclosed form of offer of sale, duly completed, and blank transfer signed by you
and duly witnessed, together with your Debentures, at thc carliest possible
moment, but in any event so.as to reach that address not later than Monday,
the 21st June, 1937. ‘

It is essential that the Tramsfers should not be dated nor the name
of the purchaser inserted, and any alterations initialled.

In the event of your offer being accepted your transfer will be completed
with the name of Imperial Chemical Industries Ltd, as transferces, and you will
receive a cheque for the amount of the purchase money. If your offer is not
accepted your Debentures and the transfer and form of offer signed by you will
be retarned by registered post.

We are already advised by thé Tiolders of upwards of £60,000 Debentures of
their willingness to sell their holdings at the abave price.

We would urge on the Debenture Holders the advisability of their
tendering the whole of their Debentures as suggested above, as unless
100 per cent. of the Debentures are available for purchase by Imperial
Chemical Industries Ltd, that Company has the right to withdraw from
the wheole transaction. o

~'The total purchase price has been deposited in the joint names of the
Trustees and the Union Bank of Scotland Ltd. to complete the purchase subjeot
fo the above-mentioned conditions.

L. A. STRIDE. :
F. R. COTTELL. : Debe:.uurc ‘Holdzrs
A S. COLLEY Commitiee.

Ao
&



31st xay 1037

Sir Cecll Bottomley, K.C.M.0&, CsB.,

Colonial Office, g
Downing Stl‘O.ti -
London, 8

My dear Bottomley,
Magad) Sods Company Limited.

The negotiations, the commencement of whic: I
have already informed you, between the Board of Imperial
Chemical Industries Ltd, and the Trustees for the Debenture
Holders, backed by & Debenture Holders Committee, have now
teken shape with the result that a Circular has been 1issued to
the Debenture Holders by the Debenture Holders Committee
strongly recommending Debenture Holders to accept ak offer
that has been made by Imperial Chem’ ocal Industries to pﬁrchnu

all of the outatonding Debentures at 75f of their face value,
This 18 a considerably higher figure than the highest at whioh
the Debenture Stock has stood in the market for several years and
I should think that the Debenture Holders would be only too
zlad to accept 1it, 1 am confirmed in this opinion when I see

’ that the Stock Exchange markin, in "The Times" on 23th May was
74, the offer being 75,

This transaotion is not a direet concera of the

O-n-vuuu.m-mum.:nn.mu-mm /
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transaction is completed and Imperial Chemical Industries

{
&

will then be holders of all the Debentures and all the
ordinary shares I should think that the time would be oppoFtune '
for s re-organisation otj the finances of the Company -on 1inge ‘as;\
mcre 1n aceordance with the commercial outlook. Then would
be the timse for us o confer together so as to safeguard

the interests of the Colomy.in the matter. .

1 enclose thwee copies of the Cinﬁlar toat

has been issued to Debenture Holders and two copies of my
letter for your convenience in paseing on the information

oontained therein if you desire to do so,

Yours very sincerely,

HUGH F. MARRTOTT _ 5



No. 1, PINNER’s HaLL,
GREAT WINCHESTER STREET,
Lonpon, E.C.2.

26th May, 1937.

To the holders of
6 PER CENT. MORTGAGE DEBENTURES OF

' THE MAGADI SODA COMPANY LIMITED.

DEAR SIR (or Mapawm),

The Moratorium in respect of partial payment of interest and provision
of Sinking Fund on the Debentures expired on 31st December last.

The Company’s Circular to Shareholdefs, dated zoth April, 1936, set out
the constitution and history of the Company and dealt with'its then_position
and prospeets. The Circular, a reprint of which is enclaged; envisaged the Necessity
for the Company to Te-open negotiations with the Debenture Holders,

Industries Ltd. might be disposed to consider the acquisition of your Debentures,
they consulted with Imperial Chemical Industries Ltd., and arising out of these
discussions it was agreed that the present position of the Company's affairs
should be reported on by Messrs, Thomson McLintock & Company, Chartered
Accountants, representing Imperial Chemical Industries, and Messrs. Brown,
Fleming & Murray, Chartered Accountants, representing the Magadi Debenture
Holders, It was also agreed at the time that their joint Report should be
accepted as a basis for negotiation by both parties



The salient features of the present situation in so far’as the Debentire

Holders are concerned may be briefly summarised thus :—

(a) The Magadi Soda Company has not earned its Debenture Interest
and Sinking Fund in full, after depreciation, from the time when Sinking
Fund payments were due to commence, #.e. 1929.

(b) The Magadi Company’s Annual Regort for 1936, issued under date
z1st April, 1937, shesvs some improvement, but even the interest at the
reduced rate of Four per cent., amounting to £17,028 per annum, was not
fully earned during 1936 or indeed in any single year of the period of the
Moratorium. In the absence of any further arrangement, the amount required
to meet interest and sinking fund payments in the present year will be
at least £49,000. .

(¢) The prospects for the future in our opinion are not encouraging,
and in this connection it is desirable to point out that it is expected that
within the next two years the Australian trade is likely to disappear owing
to the establishment of adequately protected local production. As the
Australian market is, next to Japan, the largest for the Company’s products,
it is obvious that should this market disappear the effect on the profits of
the Company will be a serious one, and whilst the full interest and Sinking
Fund could be paid for a limited period out of the present liquid assets,
this would very probably only lead to a further impairment of the capital
position.

(d) Practically all the fixed assets appearing in the Balance Sheet are
situated on leasehold property, and in the event of default in the terms of
the Lease would be liable to revert to the Kenya Government.

(e} The price of the Debentures on the market at the time of the issue
of the Company's 1936 Annual Report was about £55 per cent. and there
have been recent markings in the neighbourhood of £60 per cent.

We are pleased to inform you that as a result of our conversations Imperial
Chemicil Industries have indicated that they are willing to purchase the whole
of the outstanding Debentures at the rate of £75 per cent. cash, including all
arrears of interest accrued and accruing and free to them of all costs and expenses
except Stamp Duyes and Transfer Fees. Should the whole of the Debentures
outstanding not W€ made available for purchase by Imperial Chemical Industries
that Company reserves the right either to withdraw from the whole transaction
or to accept such Debentures as have been deposited at the 21st June, 1937.

We have satisfied ~urselves that in the event of a complete default on the

Debentures and the appointment of a Receiver, the Debenture Holders would °

be unlikely to recover as much as 75 per cent. of the face value of their
Debentures,

THE MAGADI ,ODA COMPANY, LIMITED.

IMpErIAL CHEMICAL HoUsk,
MILLBANK,
LoNxpon, S W
20th April, 1436

To the Sharcholders of THE Mauapt Sona Co o Lin

The following notes on the constitution and history of
the Company are circulated by the authority of the Board
of Directors, for the information of the Shareholders.

The present Magadi Soda Company was mcorporated m 1425 to take over
the undertaking carried on by the former Company of the same name, which was
at that time in liquidation. The latter was incorporated in 111, and had operated

continuously at a loss, with the result that no dividends had cever heen paid on
the shares and a considerable amount of the capital had been lost

The new Company was formed under the management of Brunner, Mond
& Co. Ltd. (now a subsidiary of Imperial Chemical Industries Ttd), who wen

in no way connected with the old Company

The Debenture-holders, Sharcholders aind Creditors of the old Compuan
were allotted the following interests in the new Company
OLp COMPANY. New Company Horpina anp Varce
First Debentures ¥ i New 0 per cent Debentures of wn

equivalent amount

Second Debentures and certain O per cent. First Preference Shares
Creditors. to an amount equal to 75 per cent
of the liability

Ordinary and Deferred Shareholders. 6 per cent. Second Preference Shares
to an amount equal to 25 per cent
. of the value of the original shares

Two new classes of Shares were also created, namely, 12} per cent. Preferred
Ordinary (£150,000) in §s. Shares and Ordinary (£100,000) in £1 Shares.  The
Second- Preference Shareholders in the new Company were invited to subscribe
for the Preferred Ordinary issue in the proportion which each Shareholder's



holding bore to the total Second Preference issue. Actually only about 39 per
cent. of the Preferred Ordinaries were taken up in this way, and Brunner, Mond
& Co. Ltd. took up the remaining 61 per cent. as well as all the Ordinary Shares
I'he whole-of the Ordinary Capital and 3s. of the 5s. nomjnal value of the Preferred
Ordinary shares have been called up, so that the new cash invested in the present
Company has been £190,000 made up (in round figures) as follows :—

Brunner, Mond & Co. Ltd. (now a subsidiary of 1.C.I. Ltd.)

Ordinary Shares £100,000

Preferred Ordinary ... « ... £ 55,500
Total 1.C.1. 1_'1575,::,00
Other Shareholders ¢
Preferred Ordinary Shares ... . £34.500
o £190,000

The Company works under concession granted by the Kenya Government
and 1ty main activity is the manufacture of soda ash (sodium carbonate) from
the natural deposits of crude soda (trona) found at Magadi - almost unlimited
quantities. The process used 1s a simple washing and calcining operation, but
lis the disadvantage that it produces only a moderately pure product.  Although
sochtash s an mdustrial chemical of great importance and is consumed i large
quantities, only a relatively small market exists for the Magadi product as
= oampossible 1o produce a punticd product equal in guabiv to that made by
the ammontacsoda process: the principal source of snpply exeepr ai prolibitive

st

It was mamly tor these reasons ad the added disadsantage of a rail baal
of socmiles to Mombasa, the nearest port, that the original company achieved
utisatisfactory results

MWhen the new Company began operations, under  the management ot
Brouner: Mond & Coo Ltd (themselves large producers of alkali) it was found
possibles with the wid of the technical advice and assistance thus made available,
Lo effect @ progressive improvement m costs. By exporting Magadi Soda to its
natural cconomic markets (inorder of importance - Japan, Australia, India,
Iiver Plate, Brazl, China, and South Africa), with the active help of the Brunner
Mond sellig organisations, 1t was also possible to buila up « reasonably profitable
trade

I'tns from 1925 to 1928 sales inereased from 4g,000 tons to 80,000 tons per
annnn at satistactory prices, and full Dividends were paid on the 1st and 2nd
Preference Shares 127, 1928 and 1929, A dividend was paid on the Preferred
Ordmary shares i 128, but no dividend has ever been paid on the Ordinary
Capital  Debenture interest at the full rate of 6 per cent. was paid in respect of
the year 1925 and from 1427 to 1931 mclusive.  From 1932 onwards Debenture

&

interest has been paid at the rate or - er cent. under a Supplemental Trust Deed
Debentures to a nominal value of /4,250 were redeemed by purchase between
1929 and 1931 in accordance with the provisions of the original Debenture Trust
Deed.

Japan being a large industrial market, was Magadi’s best customer, and in
1928 took about 6u per cent. of the Company’s total output, so that when Japan
began manufacturing alkali on a large scale by the Ammonia Soda process, the
Magadi tonnage was immediately affected.  Since then, Japanese production has
increased until that country is now almost self-supporting and in addition exports
considerable quantities. Although by accepting very low prices some share of
the Japanese market has been retained by Magadi, other markets have provided
little compensation, partly because of the limited demand for Magadi Soda, and
partly because Japanese, Russian and other competition have resulted in a
considerable and apparently permancnt fall in world prices

To illustrate this the followmg table showimg comparative nett costs and
realisations in representative vears will be of nterest, the vear 19235 being taken
as the basis (= 100).

Nett Manulacturing Nett Keaisation

Gutput Lonnage it fiGE T Lonnage ~old et ety
1925 . 100 100 10 it
1928 156 74 163 120
1031 92 g1 Sq 100
1934 63 85 03 97
1935 93 01 70 LG

[t will be seen that reahsations have stnce 1928 showiw progressive reduction,
while couts (having regard to the fact that production m 1g31, 1934 and 1435 was
very much lower than that for the peak vear 1g28) have shown o notable
improvement

As the actual and potential demand tor sodaom Magadi's home market (East
Africa) is negligible, export markets must obvioushv be o the Company - madn
outlet, and as productive capacity throughout the world s now ahimost eveny
where 11 excess of consumption, 1L 1s possible at present to discern hittle prospect
of improved conditions.

The raw materials available ne the Lake Magadi deposit do ot permt th
manufacture of a wide runge of products, but other types of Alkialt have been
developed 1 recent vears, although the demand for these s relatively amall
The only product other than natural Soda which 15 avatlable i quantity is Salt
but its separation presents certain spectal problems and the high cost of transport
to the sea coast renders competition i export markets out of the question The



internal market for Salt in Kenya and Uganda may be secured, but as this docs
not amount to more than 8,000/10,000 tons per annum, its complete diversion to
Magadi Salt, while undoubtedly of financial benefit to the Company, would not
alter the dividend prospects to any material extent.

All the Company's properties in Kenya Colony, including the Magadi Branch
Railway, are held on gg-years lcases from the Kenya Government, and by the
terms of its concessions, the Company is liable to certain minimum payments on
account of Royalties and Railage. As these minimum payments are based on
an output far in excess of the market for the Company's present products,
supplemental agreements have been made with the Kenya Government from
time to time whereby the minimum payments have temporarily been fixed at a
reduced level.

The establishment of alkali factories in increasing numbers throughout
the world renders the position of the Company progressively more difgcult,
and while ¢very endéavour is made to maintain existing business, the efforts
of your Board and its technical advisers are necessarily directed to improving
costs and methods of production, to developing Salt and secondary products,
and to conserving the Company’s resources.

I regard to the Debenture position, the outstanding balance of the present
Issue amounts to £425,700, and interest thereon is payable under the original
Trust Deed at the rate of 6 per cent. per annum. By-virtue of a Supplemental
Irust Deed entered into by agreement with the Debenture-holders in 1932,
Debenture Redemption was suspended and 2 per cent. interest rebated for a period
of 5 vears ending 31st December, 1936, but the amount so rebated remains as a
contingent hability to be discharged if and when the profits of the Company
permit this to be done  As the Supplemental Deed expires at the end of this
vear, negotiations will shortly be reopened with the Debenture-holders.

s

be returned by registered post.

Accordingly, we have no hesitation in recommending you to sell your

- holdings of Debentures at the rate of £75 net for each £100 Debenture, and

pro rata for other denominations: -

We are authorised to inform you that the Royal Exchange Assurance as
Trustees concur in our recommendation.

We shall, therefore, be glad if you will send, in the enclosed registered
envelope, to the Union Bank of Scotland Ltd., 62, Cornhill, London, E.C.3, the
enclosed form of offer of sale, duly completed, and blank transfer signed by you *
and duly witnessed, together with your Debentures, at the earliest possible
moment, but in any event so as to reach that address not later than Monday,
the 21st June, 1937.

.
¢

It is essential that the Transfers should not be dated nor the.name

of the purchaser inserted, and any alterations lull‘!alled. o Y

In the event of your offer being accepted your itransfer willbe completed
with the name of Imperial Chemical Industries Ltd. a8’ ftansferee
receive a cheque for the afount of the purchase money;:
accepted your Debentures and the transfer and fornx bf «

We are already advised by the holdérs of upwards of
their willingness to sell their holdings at the above i

We would urge on the Debenture |
tendering the. whole of their, Debentures iﬂ«“
100 per cent. i the J)Qbentut.,' avaﬂnb{!‘
Chemical Industries Ltd. that Company has th
the whole transaction, - - ' il

P
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19th May 1937

The Under-Secretary of State for the Colonies,
Colonial Office,

Downing Street,

London, S. W. 1.

Sir
! Magedi Soda Compeany Ltd.

I have the lbnour to enclose herewith three
coples of the Report of the Directors and tre PBalance Sheet
for the year ended 31st December 1936 and three copies of
the $ocopdings at the 12th Ordinary General Meeting of the
Cogpany held in London on 30th April 1937.

3 The output of soda for the past year has been
maintained at the same level as in the rrevious year, the
largest sales teing as before to Japan and Australila.

In spibe of many rumours to the contrary, Japan
nas maintained her purchases and the threatened action against
soda importers’ into that country by increase of duties has not
been brou ‘ht into forpe. Japan has, for several years, been &
very uncertain market and must be expected to remain so. Orders
from Japan are useful in helping to mainta n a higher rate of
output and* ghus assdist in keepinp down the vorkinb costs per
ston but the prices‘are cut very fine and there 1is little or no

ﬁ}bfit to the Company in the business done with that country.

There 1s a definite time limit to the business bvelr -




- 2= A
done with Australia as th¢ .oda factory belng built tnere to
supply their own requirements should be completed in the next
two or three years.

It appears inevitable that the time will come and
1s not far distant when the output from the Lake will be
restricted to those countries now being supplied by us which are
not making sny arrangements for their own manufacture and these
markets will only be held by us in agreement with Imperial
Chemical Industries under a partnership arrangement &s exists
to-day. Reduced output carries with 1£ increased costs per
ton and although there has been e xcellent work done in the rast
few years in the way of reducing the costs of manufacture,
ecomomiea will have to be carried st11l further to meet the
situation. In this connection the salt industry which is being
bullt up =t the Lake snoulc Le cf matsirial ssistance. Its
expansion has besn agreed upcn vy the Board ana further
substantial outlay on capital account 15 now only swaiting the
result, of negotiations which are belng carried on with the
Debenture holders for a re-settlement of their rosition.

The Pler and Port Works at Kilindinl have been disposec
of to the Kenya and Uganda Rallways and Harbour Administration
for the sum of £50,000 and the liguid resources of the Company
have been increased by this esmount.

The financial structure of the Company will rrobably
be aubjeet to some alteration when a conclusion has been arrived

at on the Debenture position. When this stage has been reached
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I will report to you again on the subjeci.
I am,

Your obedient servant,

W),M.

Hugh F. Marriott.



THE MAGADI SODA COMPANY, LIMITED.

%
5 ; 4
Birectors :
J. G. NICHOLSON (Chairmar
P. F. FLETCHER.
A. E. GAWLER.

W. F. LUTYENS
H. F. MARRIOTT
C. G. SAUNDERS

Secretary
]. D. EARLAM

REPORT OF THE DIRECTORS.

The Directors present herewith the Balance Sheet as at 31st December, 1936, together with the Auditors’
Report thereon, and the Profit and l.oss Account for the year ended 31st December. 1936

The Profit and Loss Account shows a debit balance tor the year of £3,204 after charging Obsolescence
and Debenture Interest, and the Directors therefore regret that no dividends can be paid for the year under

review.

The Port Depot and Works at Kilindini which were held by the Company on a 99 years Lease from
Ist November, 1924, were acquired by the Kenya & Uganda Railways and Harbours on 31st December
last. The assets covered by this transaction were valued in the Company's books at £104,256. Alter
prolonged negotiations 1t was agreed 1o dispose of them for a cash payment of £50,000. The Company
will not be placed at any disadvantage by the Surrender of the | ease, as a satisfactory Agreement running
concurrently with the Leases of the Magadi lake and Railway has been entered into, whereby the Port
Administration will in future attend to the storage and shiploading of the Company's products at the Coast.

The Company s obligations to the Kenya Government and the Kenya & Uganda Railways have been

Provision has been made during the year for Obsolescence on Buildings and Plant amounting to £16375
and, after wniting off the book loss of £54,256 on the sale of the Kilindini property the total reserve on this
account as at 31st December, 1936, was £66,724

Debenture Interest amounting to £17,028 for the year has been paid, being at the rate of 4 per cent. in
accordance with the moratorium scheme approved by the Debenture-holders on 8th July, 1932. A note has been
inserted on the face of the Balance Sheet drawing attention to the contingent liability for Debenture Interest and
Red ion pay itted under this scheme. The moratorium expired on 31st December, 1936, and
negotiations for the future have not yet been completed.
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at £49,754 were
Secretary.

Stocks or Mortgages.
flers

p(theKum&Upnwa-ylM;}hboun
. pin'" P ;
of these securities exceeded the bdok value.

46,200 at the end of 1935,

a3

J. D. EARLAM,

s

By order of the Board,

. 1936, stood at £207,316, against £1

! the incresée being accounted for in the main by the incluliol; .
British Go

The Auditors, Messrs. Pric’e, Waterhouse & Co., retire, and, being eligible, offer themselves for re-
WesTMInsTER, S.W.1.

election..

D

Under the Articles of Association, Mr. W. F. Lutyens retires from the Board, and, being eligible, of

N
#
himself for re-election.

Net\floating asscts as at 315t December,
MILLBANK,
21st April, 1937
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as debtors for £50,000 in respect of the Kilindini propx
in securities of or guaranteed by:the
and'at 3]st December, 1936, the market value

ImperiaL CHemicAL House,
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THE

MA_GADI{?S@Q‘A ‘COMPANY LIMITED.

The Twelfth Ordinary General Mecting of The Magadi Soda. Comipany ' Lirutrd was
held on Friday, April 3oth, 1937, at the Caxton Hall, Westminster, London*SW. 1, the
Chairman, Mr. J G. NicHOLSON, presiding !

The Secretary having read the notice convening the meeting and the Aunditory Report
THE CHAIRMAN addressed the meeting and said = -

Ladies and Gentlemen With your permission I wilt take the Report and Accounts

as read, as these have been in vour possession for some days

Ihe Balance Sheet for the vear under review shows i number of chianges ob excep
tonal interest and importance, and L therefore propose to-deal with thi~ section of the
Account~ in rather more than ordinary detail  On the Liabilities side, apart from au
increase of £53 i the paid up capitad represented by the further pavment of cadls i arears
on the Preferred Ordinary Shares, the maim items of interest are Sundry Creditors and
the Obsolescence Reserve. Creditors have inereased by 25050 bt this dtem consists
almost entirely of dayv-to dayv trade creditors and may be comparca with i cortesponiding
fluidity in respect of Debtors. On Janmuary 1t 1930, the excess of Debtors over ( reditors
was £12.145, and on December st 1430 excluding a sum of £50.000 due to the Copan
on account of the sale of the Port property), b was 411040 0 other words aovery smadl
difference.  The £50.000 to which T have justaeferred has ot course simee been pard to the
Company.

For 1936 we have allotted a sum ot £16 374 to Obsolescence Reserve wctigure cadeulaed
on our usual standard basis. At the same time we have made @ laree appropriation et

of this reserve for reasons which T shadl explain more fully later

On the Assets side you will note that Buildings, Plant, ¢t have been reduceal T
the sum of £104,255, representing the book value of our Port property, which T beon
acquired by the Kenya and Uganda Railways and Harbours Administration Ihe cirenn
stances attending the disposal of this asset are as follows

Our Port concession was held under a Lease from the Kenya Government opetatin:
for a period of gy years as from November 1st, 1924, and at its expiry the Government

3



would have been entitled-to“take -over the whole.propqrty free of any payment to the

Company. Thetleasey however, also provided that during its currency Government could
acquire the property at any. time on payment to the Company of a sum representing the

Leost of certdin l‘.)'l.@dings and works, less depreciation, but with adjustments for
iti8hs and improvements,

%, - Al i

g . : “ & iy b3, s . ood

I.n 1936 this sum stdods at about “70,000.:! ‘Th'ére was alse. in the Lease a provision

that if the Government exercisgd its option to purchase durir ,{’cﬁe"currmxéy of the lease,

the Company would retain the right to use the property for its own purposes as heretofore.
. AN

Some time ago the K(‘ny; and Uganda Railways and ‘Harbours Administration (who
n-presente'dv ﬂ?e Government in is matter) intimated that they wished to acquire the
property in pursuance of their plans for the further development of Kilindini Harbour
in the general interests of the Colony.  They pointed out, hottever, that there was no
advantage to them in buying if the Company were to retain a mbasure of control over
the property whilst using it for its own purposes. They therefore put forward a proposal
which in brief entailed the handing over of the property free of any residual rights of enjoy-
ment by the Company, but with an undertaking on the Railway’s part to handle tiw
Company's trathic on terms and conditions not less favourable than those which the Company
could attamn had 1t continued to operate on 1ty own account ‘

Prolonged and detailed negotiations finally led to an agreement whereby the Company
surrendered the property and all ns residual rights therein for a lumnp sun payiisent of
450,000 together with a formal coutract with the Administration which provides

taking all relevant considerations into account, a satisfactory basis i0 haudling
at the port. Your directors are satisfied that it would have heen impossible to secure any
better terms, and that in choosing between a opportunity of converting a fixed asset into
cash, or of retaaiming and working the Port Works as heretofore, the case in favour of the
former course was clear, particularly when it s borne i nand that we have at gll times
received every constderation from the Government and the Raflway in miu‘ga\i}mg our
nummunm tonnage obligations under our Main Leases L

we tieve been able to negotiate a further extension for two vears of the Agreement which
substantally modities our obligations m this respect

I he result of this transaction s that we have to dispose of @ book loss of some {54,000,
and vour Directors have considered 1/Appru|,n.nc' that the whole of this sum should be
debited against Obsolescence Reserve. Our new Agreement with the Railway, already
mentioned s of conrse an asset of considerable value to the Company, and although it might
Jiove been captadised . so reducmg or even elinmating the sum to be written off, your Board

saw 1o particular object i taking this line, specially as 1t would be difficult to attach to
1oan actual money value

[ndeed, in the year under review,'

-

. _ For this reason also the disposal of. the ‘Xf;és irij ¢ »fit and Loss Account would not have
" been justified, and as ‘yo‘ur Directors are satigﬁég ﬂ\iaf the,_gg.laqé(z Eg;_nu.imng in Obsolescence
Account is adequate for the remainder6f the "1546¢’ they have'little doubt that you will:
agree that the method adopted was ‘in_all the circumstances the best
Of the other'Assets, you will not"{ce that Stores, Stocks of manufactured products
Furniture, etc., are feduced in value by £13,526, most of which is duc to a drop in the
stocks of finished products, an item governcd largely by the incidence of shipping.

Sundry Debtors 1 have alre;c'ly dealt with, and in the remaining Floating Assets.
namely, Investments and Cash, you will observe a net increase of £23,000 odd. Invest-
ments have been reduced by redemptions, but "the money so released has not been re-
invested pending a clearer outlook in the gilt-edged market position, but has been left
on deposit at satisfactory interest rates. The aggregate increase of £23,000 is accounted
for partly by the decrease in stocks and partly by improved trading results. The loss on
the year of £5,204 is arrived at after allocating £16,374 to Obsolescence Reserve which is
not a cash item and if added back would show a nett profit on the year of about f11,000.

In the Profit-and Loss Account, the figures are very much on the same lines as in the
past few years, except that the Trading Profit has increased by £13,492, due to an increased
volume of sales and a'further reduction in costs of production.

The output of Soda in 1936 amounted to 42,733 tons, 389 tons less than the 1935
output, while sales-were 40,121 tons as against 37,688 tons, due mainly to increased ship-
ments to Brazil and Australia.

The oﬁtput and sales of salt amounted to 1,708 tons, and sales of sundry products
totalled 688 tans.

With regard to: the general market position, there are signs at long last of some
itnproverent in prices. Against this, however, we shall have n future to set off a not
ineonsiderable advance in sea freights, whilst within the next two years our Australian
trade is likely to disappear owing to the establishment of adequately protected local
production.

Although the Japanese market has not yet been closed to us, it has again been
necessary to accept very low realisations.  Prices have recently advanced slightly, but it
has now become essential to obtain licences for the sterling exchange required to pay f £
our gooc“ls.

With the Australian position as outlined, with the likelihood of local production 1.1
India now entering a more definite stage and with a continued increase in local ’{nﬁnufactun'e
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hair im previpus years that our

in Japan, I'can only repeat what has been ‘said from this C
tant section of it may in fact

export trade seems bound to diminish, and that an impor
disappear altogether in the not toe distant future.

On the other hand, our i'nves.tjg’ations into Salt production have proved promising and

we have jdecided that a further outlay of £17,000 in capital expenditure would now be

justified ‘toiincrease output to a level sufficient to supply most of the internal requirements
a reasonably

of Kenya and Uganda, and it is calculated that this expenditure should show
satisfactory return. The export of salt from *Magadi can never be economic owing to the
distance of the Lake from the coast and the consequent heavy freight charges.

So far as our internal organisation- is concerned, the work done on Salt production

and the further reduction in costs is, Tyt 'gk;.@l‘hple evidenge that everything possible is
_sfill being, done fo jmprove the Compdny’s Pesition from 4 mianufacturing point of view.
. Tor thesg Tesults we are indebted o e“ogkoh»qr staff at Lake Magadi and the co-

4 operation of the Technical D&pﬁﬁiﬁlﬁi,oihﬂpefhﬁ Chemical Industries, Limited. The
" Producer Gas Plant burning "wood: fuel, which 1’ mentioned last year, has proved an
) unq\mlfiﬁesi success, and helps to acgotint for lower opstsi. EeS R T ’

y iR P A ¢

' Trj general terms our palicy, miist be govertied by the situation that.1 have outlined,
and this scems: @ point moxe :and mere in the irection of a limited and selective export
of, Sodd” te farkets.
developriient®ef th
" of any dividerids’ must‘ii\ the absence of any quite anforeseen gventuﬁty
! o

remain very’

o A problematical.

y - . agedt

P As you HZW' ll;@bﬁchyea:--Debenture moratorium expired on December 31st,

’ .1936, and techﬁ\ “the Cotfipany is once again in the position of having to pay 6 per

A cent..instead M‘vpe&écnt. 'interest per arinum, and {o appropriate and apply 2 further sum

- of £24,000 thi year for the purchase og’,‘redex“nptim'\ by-drawing of Debentures. Negotia-

; e modification of the TRIST Deed have been unavoidably protracted, but it
B '

i, s 2 g i ) .
the !ﬁoption of the Réport and Accounts. This Resolution

de' aftetquestions by Shareholders had been replied
tried dhanimo usly. ’

The re-election of Mr. W. B
e Chairman, seconded by Mr.

6

ts. which can still be supplied economically and profitably, and -the |
{rade in Salt. ~Even so, in view ef our prior charges, the. prospects,

2 new agreement before the next interest payment




