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© T attach a letter from Mr. A.S.L. Young, M.P.|
regarding & Kenya income tax case. Mr.MacDonald
mhmumu&mtmputup
the draft of a further reply which he might send.

e

@+ QA 4L y.-? { Gekot. u/"/“
D UNbeR WTATUTE

& @ g &
RO e o
& .rhmﬂ |
t t '*‘M‘;
‘“}u“ Ga

", —
Vol Wi




It is clesrly impossible for the Bast , "“rr"' g “H
Africen Depsrteest 1o sdviee oo & mstter like this L s A g
v -~
without consulting the Governor, to whom we should 1, I Vem ", _ .
e sccordingly write as in dreft serewitn. The i . ew.
— Cooer— |
SECretary o6 JLate s0ould perieps el Lost we

sre doing so in case ur. loung should spesk to him . ‘
ot the Jouse before the Governor's reply is received. )
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' Company to Income Tax paysble in 1957 was based on

the Conpsny's position,ss disclosed by its Accounts in

respect of the year ending S0th September, 1988, The

Company st that dete shewed an excess of sssets over

- llebilities - oot locluding share cspitsl - of over

 £%,000, snd s profit on the year's working of

spproximstely £6,166. There wes sn overdraft of
£5;604, secured by an equitable mortgage on the
Compen, 's property of £15,000. Apsrt from this
security, the overdrafi was saply covered by stocks in
hand of over £8,600.

F- The locome upon which tax is paysble has

iug provisionslly sssessed at £6,000 bearing tex of

s
-~

.
=
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M According to the ilnforsstion supplied to the
a-tutonor of Income T“;Th dividend peid out of
the profits amounts to £3,660 net, upon which tex of
£285 has been or will be allowed or refunded to
shareholders, so thst the net burden to the Compeny
will thewefore be somewhers betwesn LU0 snd £360.
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‘ RECEIVED /& WOVEMEER, 1988,
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8ir,
I have the honour to refer to your :

Oonfidential despateh of the 22nd October transmitting

8 copy o letter from Mr. A.S.L.Young, M.P., on the |

subject of the assessment to Income Tax of Messrs. i

Swift Rutherfoord snd Compsny Limited of Makuyu.

3. The facts are that the assessment of this
Company to Income Tax payable in 1957 was based on
the Company's position,as disclosed by its Accounts in
respect of the year ending 50th September, 1956, The
Company at that date shewed an excess of assets over
lisbilities - not including share capital - of over
£%,000, and & profit on the year's working of
spproximately £6,156. There was an overdraft of
£5,664, secured by an equitable mortgage on the
Oompeny's property of £15,000. Apart from this
security, the overdraft was smply cowered by stocks in
hand of over £8,500.

5. The income upon which tax is paysble hes
been provisionally assessed at £8,000 bearing tax of
£800. According to the information supplied to the
Oommissioner of Income Tax, the dvu_sl peid out of
the profits amcunts to £2,550 net, upon which tax of
£385 has been or will be allowed or refunded to
shareholders, so that the net burden to the
vill therefore be somewhere between £300 snd £860.




4. Ino the light of these figures it is cleerly
{wpossible seriously to contend that the payment of this
tax will either "bresk the Company" or 'cwh acute
distress to six Buropeans®, or that "400 natives would
be thrown out of work."

5. “he Company recently appealed unaudeeumlly,
under section 90 of the Income Tex Ordinance, to the
Governor in Council for exemption from Income Tax
on grounds of hardship. I enclose for your information
copies of the pepers submitted to Bxecutive Oouncil in
this connection contsining the claim for exemption made
by Messrs. Swift Rutherfoord & Co.Ltd., the comments of
the Commissioner of Income Tex on their claim, together
with other correspondence between the Company snd the
Oommissioner of Income Tax.

6. whet the Compeny's arguments amount to are
(a) thet they have made losses in the pest, and (b)
thet the profits which ere subject to tex have been fully
otilised or distributed so thst cash for tax psyment no
longer remsins. With regard to (a), the set-off of
previous losses has been dealt with generously under the
Ordinance, and with regard to (b) sny income tax payer
could place himself in the seme position and many find
themselves in that pesition.

7. It is relevant to observe that Mr. Rutherfoord
hes been one of the opponents to the introduction of
income tax into Kenys. There is no evidence whatever
to support the statement contained in Mr. Young's letter
that the settlers in Kenys are dissstisfied with the
trestment sccorded them by the Administration, so fer
s income tex is concerned.

I have the h:mr to be,
. wost Mm.&'.lo servant,




e & CIRCULLTRD TC WEMBERS OF
EXBCUTIVE COUNCIL OF oovvvvnnnnsns

- ne, >
ClLeN FOR EXRGPTICH UNDSR SRCTICN 9C.

The cecumpunying cleim under Lecticm 90 of the
Inccme Tex Ordinence, 1937, mede by Messrs. Swift

Futherfoord & Cu. L%d. 18 sulmitted four cunsiderstiun

by Council.
2. The comments .f the Cummiseicner of Incume Tex

‘re o8 fllowes~

*l. sny rcference in their letter tc the
. euntribution the Cumpeny hie mode to the Siscl
Industry ond t¢ the emcunt which is rc“ cut ce
weges, etc., hos nc boering cm ite licbility t«
Incume Tex. There must be moeny eimiley
cuncerns in the Ciluny whe eculd put forwerd in
equilly guud clegm.
2. The Cumpeny hee en sescesed proviedomelly
in the sum I £6,000 beiring tex of £60C but the
figures vre nct yet fincl pending cn cxumincticn
of the .cocunte. Sctticment 16 being deliyed
4t the mument &8 One of the Compeny's (fficiile
is sy n leuve.
3. scocrdl t¢ the Belince Shect ot the 30tr
Soptember, 1936, the Compiny's fimemedil peeiti n
Shuwed un (xcess of cescte cver licbilitice,
excluding thu Ghere Cupitel, of more then
£39,00¢C, There wis oo Overdreft of £3,554
Scourec by un Lguitcble Nertgige on the Cimpiny'e
Property of £15,000, Apert from this the
Overcreft wes wmply cuverce by Stecks in hund
of Jwer £6,500,
.. The refircnos t. the sucecesful plicing
Bew cupitel of £3,000 end £1,000 “Pposrs t. b
Blslceoing. From eviccnes submitted with to.
Cmpeny's heturns it secme r.uu that thesc
“B.unts were merely conversi.n of L.ouns medc by
the Cmpuny's mncger in 1933 cnd 1935, . tiet
B+ Bew capitel wis in fuet intr.duced int. the
inees. .
. The stetoment thet ct the time the profit  f
£6,158 :&0 wvedleble for Dividend therc wes n
Feto.n t. cxpoet thet Inccmo Tox wiuld be intr. -
0.-:.‘ . L inecrrect. The Divi




theref Y
7. fhe stitement thut Inc.me
LI T
e %t‘" ruft foeilitice cre cveil-
< wble to +000.
8 !;m fr.m the cpperently inccrrect inf r-
u.un which hee been given in uz'-, eostin

it secms te eleor thut the Compeny 48 in ¢
‘T positicn S0t the iandisty sithcet Eny b xts
|
|

vrc, be 8. mewherc
be

enip. Their pueition 48 no wiree thn they
hed mde & it f £5,540 inetesd of £6,185.
9. The Compeny hee slreecy enguired ‘wir ther
1 weuld suppert en eppliceticn uncer Seeticn 90
énd 1 enclise o ecpy <f thedr letter of the 19th
Junusry lust onc my reply <f the 2let idem f'r
inf.rmsticn.

10. ] submit thet their cpplicaticn ehiuld be
refused.*

-

Copy of letter frim

SN1FT WUTHZRFOORD & CO.LTD.
Pels bukuyu.
A9te Junuery, A938.

The Cummiesiiner of Income Tex,
Beirobd.

& Gir,
W refer t.o your letter of the 20th N.ovr.
You will uncerstand that, co c.ples of y.ur
letter md t. be circulited ¢c Dirccture #nd
; «thers, there we unvviideble deley in replying.
Your lotter hos cur cermest cttentiomy
» guite uncerstond thet you must clhere t. the
terms of the Orcinemce, ond wo hepe thit y . u,
“n your sicc, will spprecicte thot we must ¢«
ewrything in .ur puewer to cveld bteldng forec
int. bunkruptey by the sc-celled Imcime Tux
Orcinunce.
Pe feel thot we cennit cocopt your w ling
that we Lre not ontitled ¢t the m-‘u o f
¢ fcotien 19; Af profite thet hive been treneferred
t. Reserve omd left in cusk in the Benk o in-
weate Lre not Aicble to Inoeme Tix, thenm,
s Pr.Lite which meve beon trensferre’
- GNC uBec t. cunvert &n Owercreft
iote & nil Wlence must Lls. be uﬂt frim Tux.
In eny ouse we uncerstocd the Columiel
tive C.umeil teot




it S
X , '?".4‘}"- 24 '."
ut‘ ¢inerily greve, ené we foel thut wio
mue ‘3.. .-g pussible meens t. proecrve
. existence. Befcre we ceel with Sceticn
uﬂ y-u plecse give th tter y.ur very
cireful cttontien vnd write end ocviec us .
t. whether you would s

cur
te the Governcr in Ccuneil for &
uncer Eceticn 9C of the Ordinince.

Yours fcoithfully,
SWIFT RUTHZRFCORD & ~C ID
(&€.) G.H."rren,
Yenoger.

........... -

INL.ND KEVENUZ CFF1C3,”
N.IRCBl, 218t Junuiry, 1936,

The Munuger, ) ) )
Mcsers., Lwift Rutherfoord & Cuultd.
P.Cs Mukuyu.

Oir,

I huve te cclmumlecdge the roceipt f
your letters cf the 17th end 19th inetint,
which 1 received ticey.

»® regurce ycur letter of the 19th inet,,
y-u heve my assurcnce thet if, in eny inet wo ce,
the peyment ¢f Incume Tex wiulé foree @ tri ¢y
intc¢ Benkruptey, 1 shiulc immecictely toke
Btepe t. repert the metter tc Gevernment,
6C for &8 ycur Compeny is ecnecerned, en cxog-
initiun cf the Balence Gheet ¢t the 30tk
September, 1936, incicctes en gxcees cf ueecte
“ver licbilitics (the shere ccpitul being
exclucec) of cppzuln.ulz £39,00C, e if y.u
Cén priduce eny ovicence tc show that tfter
muking & prufit of £6,000 in the yecr 1936
the puyment f Inccme Tux will hove the effect |
«f wiping cut thet excces, 1 shull be glud |
Ceal with the mbtter on the lince 1 meve |
indicutec, |

With regurc t. your refoerence t. the ‘
Culenicl beeretery, 1 shell be_glec Af you wild
let me know precisely t. what ltﬂ“lt yu
refer, .

1 regret thet 1 em unsble te “coept y.ur
cwntention s regercs the cperetiuam of “0:1-.

19 of the Orcinunce, «nc -n the fucts befire me
1 wm not prepered t. suppurt ény epplicetion
may wish t. meke for exemption under Lectiin

With reforence t. your letter of the 17th
inetant, e co" »t‘tln wccounts wes forwercc te

me by Lr. T & r of ycur P
eToare de nc 8 mman 2t
ounfidentic
it you ..uu".:ls .




(c.py)

m. ? P.Co Bux 481
1 Nearcdi, Kenye.

S5th Lugust, 1938,

The Clers te the Executive Cuuneil,
The Secreturiut,
Neirobd.

s . res Swift Rutherfcord & Cc.ltc.

We beg tv inferm ycu thot we heve been instructes
by Méssrs., Swift Rutherfocr? & Co.1t¢., tu cek that the
uncermenticncc feets mey be pleced before His Sxcellency
the Guverncr in Council for the purpese of being ccnedlerc
in suppurt of en sppliceticn which the scid Cumpeny hercby
mekes for cxempticn from pé yment of Incime Tex uncer the
provieicne of Sectien 90 of the Income Tex Criine nce,1937,

Thie Cumpeny has ccntributed to the 6isel Incuetry
f Kenya & cdcgree of tgriculturel work end picncering
(cvelcpmemt &né cxperiment mtt equalled by eny cther edmiloy
¢incern in the Coleny, It wes the actucl picneer cf Sis: 1l
in Kenye Cclony wunc wee the first enterpriee tc grow siscl
in the highlunce of ény country. The Compeny wlec init-
iutec the gystem of wiuter-burne wostée and wishing the siecl
in the ceccerticuter. Later, Mr.Rutherfccré, the ¥enegin,
Directur of the Cumpuny, in celluberation with kr.lcon of
Keny. &iecl Procucts L{‘.. cevelipec the present system of
Ww.ete roclematiin which enc blec Kenye Sisel Procucts Lte,
tc ereet & fuetiry for the Precuctiun of begs micve from
fibre which, priur to the cevelipment of the weste reclimction
Systém, wus lust,

For the Cumpany's fineneicl your ending 30th
September, 1936, the Cumpeny shewcd o trecing profit om ite
Bulence Sheet wnd Profit ene Loés iLccount of 5he.123,091/87
“F Lppruximetely £6,155, w8 the Compony'e Belince Bhocte
£ro svalleble foy exeminction by His Bxee lency the Gevern »
in Couneil if requirec, ¢nd ere €xprcesed in terme of
Shillings un¢ Cents, we propose for the seke cf simplicity
tc refer to the neerest £ sterling in the remaincer f this
letter,

The Cumpeny hee been G8seesel to Inccme Tox ot £615
©uncer the Incume Tux inence, 1937, in respect of the

tbeve menticned (1936 Profit, end whilst it is net ot precent

the intenticn of the Company to contest this GBscrement, it
Submite thet ite cuse is ‘ne cf harcehip enc that the greuncs
hereinafter set for 4re sufficient tc enable Hie Tixvellene
the Guverncr in 11 to exempt the Ccmpeny from pe yment «
:: :33'«'3“""" under the privieicns of Secticn Fu

During the
Plentin -;ﬁuh. Tesultes in un
coe (] LY € t
f Suuth .ﬂlu“tm:oc wa :‘:m""u:‘u:&.'?f:f.ﬂf

the 30th teptember, 1932, 4t n. less then £11,910,
14 heulc cleo be rememberec tht uring the yeorc |
e £/



« ueprcesiin the Cumpeny cic not shut Cown proucticn
a: :'“::lxy cther Sisul Cumpenied enc it ¢iC not cismise
ite s unc netive empliyece. Cn the c.mtrury, it cw riec
un ite enterprise in .rcer t. keep the cmpliyces tigether
t¢lthough meking precticully no profit for itsclf. It mey

e Lccec thut the steff vilunteerec t. toke 337 cuts in toir
sclury without eny pricr hinte or suggestiune t¢ this effect
e-nn{ frum the Dirccters. Incicentully thie Xecuces
any pvesible cluime fur rebute of Incume Tex un the your .f
descesment 1936, the only reel guue yeor for meny yo.re poet.

In the yeors 1933, 1934 on¢ 1935 the Compiny mece
cortein profites ve fillowss~ i

1933 £29.10, €
1934 £162. 0. ©
1936 £3,026. 0. ©

It will be cbserved thut the aggregote cf thesc profite ¢oce
little t¢ recuce the Ccmpeny's incebteCnese tc the Btencerc
Bank of Scuth /frice limitec. Nevertheless, by cereful e
ceuticus manugement an¢ prucent working the Compeny succec. of
in diminis its indcbtednees t¢ the Stencerd Banmk «f Scuth
ifrice Limi » 8¢ thot the cverdreft by the 30tk September,
1935, hsed been recuced tou £7,343.

&t this stage the Cumpuny Cecided te enfcoviur t.
ruise additicnel capital to be deveted to the further rocuc-
ticn of ite incobtecness to the Benk wund cwing to ite reput-
“tivn for guod work unc gencral gool neme wee uug:utul in
releing u« further £3,000 . thut, togcther with Lesistince
of @ purtivn of the 1936 profite, the cverdrift wee further
reducec by the 30th ptember, 1936, t. £3,554. In this
finencisl yeur (1936) the Cumpuny succcedec in meking the
Profit «bove referrec to £6155,

It is pertinent tu cbserve 4t this Jumcture thet it
the time this profit wes availedble f.r distributicn t. the
shereh.lcers or for such other purpeee os the Dircetire mignt
fove ceemcd rcquisite, there wae nc Inccme Tax in the Celony
tnc therc uppesrcd et thet time to the Dircotors to be no
rcascn to cxpeet thet an Inc.me Tex should be impeec? eimec the
permanent fiscsl pclicy cf the Cileny wee whelly ine mpet 1ble
-n‘: ..ton of further direet taxsticm cn egriculturel
enterprise. "

~cecrcingly the Directire dceided thet it w.uld be
in the best intercste of the Compeny tc océ to the cumpeny ‘e
cepital « fur £1,000, the iesue of whick was succesefully
xhud. It will therefcre be ecen that the Compeny he? ¢t
te cispcsel a sum of £7,155 end en cvercraft .f £3,554.

In view f the fects thet for &rs pest the
Cumpany he¢ been uncble to declere sny ¢} d‘m .&' thet
twe of its moet impirtunt shurehcliers - Yr. T.R.butft of
Nyeri enc Mr. E.D. Rutherfcore of = wore slmcet entirdly
ccponcent upen ite etrnings for their neimes, it wes cunsidered
“Cvisuble tu declire & Cividenc of loOf. In pust yeurs
Ar.hutherfoure, &6 Mune Directur, hac drewn ¢ micest sulury
frum the Cumpuny but kr. Bec receivec fur meny yeure
nething whatever priur t. this Civicend. The cm.unt
grabc by g.pm of the cividend wes £2,615 anc mest
-‘thuut o 16 were coveted to dmprovement
of the c,.o W'ﬁ ae fullowes -

<
)

0




3
ller £1550 5
£ 820
1s £ 434
funcry luprovements, etc. £176
Towl  ggmeo

The belence of the profits were devoted to peying off
the Company's ovo.nnﬂ with the vid of the freskh cepitel
clrecdy referred to. «

It will therefore be scen thut of the £6,158 of
profits not & single penny remeins in liguic form eveilgble
&8 cueh for the purpcses of the Cumpuny. Nevertheless, the
Cumpeny 18 now ssscioed to pey & sum of £615 by wuy of Incime
Tux. This Tex cnly becume offective in Junc 1937 end in
fuct no ubsesament thercuncer was mace until & perice of
clmost & further finencisl yeer hec been tlliwee to expire.
buring such pericc the 1936 profits bec been cistributec e
efuresild leuving nething whetscever frum which the Cempeny cen
Py Tex.

At must be remembered thet the yeir 1936 wus the firet
your in which the Cumpeny succeecec in meking anything $pproeeh-
ing & ross Profit having regerc to its lseuec cupitel of
(:t thet time) £285,500. Cunscquently, pricr to thet yeer
it b been uneble to emberk upen Lny necessary mechinery
replecements, planting progremme end similer necesstry im-
provements and cevelopment. Nevertheless, os scon se it
founc iteelf sble tc do ¢ and after peyment of the smell
Cividend referrec tc above, 1t Cevite! its available ek,

BLt to further peyments te the herc presse! sharehclicrs
Whe hac welitiec for oc lung for eny dividend ot ell, but tc
cepitel improvoments which cannct hclg.hlu of sesistance
Tt its enterprise in perticulir, tc the Siscl InCustry in
sonercl, enc sc incircetly tc the entire Celeny. -

It is wlsc significent t. ncte thet in the yeur
immecistely following this profit the smcunt of me tive wgee
peic by the © Dy &8 £2,850, wheress in the ycurs of
copressicn, (t € 1934 8 wn exemple) the cmcunt puicd by
the Company to the me tive oummunity by wey of weges wue cnly
£1,928, In 1934 seleries end cummissicns smcunted to wnly
l"“. shich cennct be ocnsicerec excessive shen it is remembored
thet At e te be cividel Detween & Buripedn Lineging Dircetce,
3 Burcpewns sné 3 aslans. Bven in 1937 win the Cumpuny's
Pesiticn wes finencielly evnsiiersbly more sutiefectory, this
item wmunts to waly £1,603 which Lesin cennct be cunsller.:
GXcesaive when it 18 remembered thet it hes to be Civicec
Witween & Lur.pesn Lensging Dirceter, 3 Durcpesns anc S..sicne.

o
oy It will therefure be clesr thet this Cumpeny bes

'uomt SL8 Dalt® cCuring the yours of depression enc hus
becn Lo carry on wnly bocwuse of its cxeepticnel
Seonimicsl munegement which in turn bue caly boen possidle cwing
Lo the hesvy seerifices of the storehcléers end the Compeny's
espliyees h

It will thus be seen Ahet the créer in which olnoo'u y f
nuc- nuo:‘:c with the Owmpeny bemefit from eny unun:ot

the of elmcat 51,
N ‘extent of -
“I is on fmportent
a‘..ilnl lﬂut:y :-e
+ one/




f

for the ressons elresdy etet ec o

incressec :m x;.ru te

replece even mercly tc neome Tox
--).Lh m"tuuucmu“nuﬂu

fovour of the T st two classes set cut above.

Such setion would inflict t hercdekip c¢n the
- tg.:nuuuuo of the

Cumpuny . To or reise further cepitel for such 3

umﬁmltuducl ome Tix is o
m-.:-t iceble finenciol propesition
cven for sc well knuen and respectel & Cumpeny «8 bwift,
hutherfoord & Cu.lte.

If the Compeny in this end succeeling yeers is to
find iteelf centinucusly in the ﬁontu Cepicted «buve,
there is little coubt that it wi beve to revise ite
pediey te the detriment of the Sisal Incustry in the

Colony.

The Compeny therefore humbly petitions His
molluz the Govermer im Council for exemptiim from
£615 being the sseessment under the Income Tex
inence 1937 in respect of its profit for the {ur ending
30tk h!'w. 1936, on the grounds that it will be
impoverished in me such & t snd thet such im-
poverishment constitutes & ha ip tc the ladeur,
enployees, and sherehcliers; on it further submits thut
the grounce set forth in this letter ere cmply suffieicat
t. Justify the gremting of this sppliceticn fur excmption,

We haw the huncur tc be,
T
Your cbedient servants,

for DAOKE A. SHAY & BUCKINY.
(8¢.) R.N.Buckley.
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74 Balshagray Avenue
Glasgow 7. 1.

30th September, 1938.

A. 5. L. Young Begq. N.P.

Dear Mr. Young,
I have to thank you for listening so patiently to me

at the Partick Club, and also for your offer to have a word with the
Colonial Secretary; I, and others, would be very grateful if you could

do we. ;
The immediate trouble concerns SWIFT RUTHRRFOORD & CO.

LYD. MAKUYU, KENYA.

They have received a demand for 2600 for Income Tax
on 25,000 profit made in 1936, and used in reduction of a Bank Overdraf
The overdraft is not extinguished, and, in the present disturbed comn-
ditions, this demand may break the Comppny. I cannot see that this woul
do anyon® any godd; it would cause acute distress to six Zuropeans and
400 natives would e thrown out of work:- some are specialists.

fhe Commissioner of Income Tax in Kenys seems to taink
that Banks will grant unlimited overdrafts on the security of lund: he
is wrong.

I cannot see that delay would do any harm; further, 1
gather that & sucoessful appeal has been made to the Colonial Secretary
in another case.

I do not 1ike Sroubling you, but I feel I must,

Yours sincerely,
“- '
8. N,
H‘ S o w ulp? QM A;éb“z‘__k..




