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L #o8a Go. I%a.

We have to rcpoz-‘t that we yesterdey attended the Meeting
b2 tﬁ- Shareholders of the Maged! Soda Company Itd. The disqupe ton.
asted more tham two hours but réeulted in & doadloek. The
esoluttien for the Yoluntary winding up of the Gompuu/ and the
ppo Intment of Mr Talt as aole Elquidator was opposed by Mx.
ennell o:- of the shareholders who stated that he held proxies
overing 308,000 shsres. Mr Pemmell proposed en smendment thgt
should be gppointed Joint Liquidetor with Mr. Talt. !lh
@minemt was epposed by the lura/ md s great majority o€ the
arsholders prement. A second amenduent was suggeated hy Ceptetnm
1 for appolnting two 014 shareholders of the Gompeny as
oprosentatives of the Ordinery end Beferred Sharecholiers to m;

& Gommittes with My 2ait i commeotion with the Liquidetion,

thie ww Was opposed by Mr. Pennell and was st put te



i \ ’ 5 ‘. \*' : “,'1
t of which sheuid he knows to-dug./Ts vizL s |

l'llﬂﬂ
n;onm, to convens smother I"MC‘J

The Qhalrman in moviag the roulltion for Voluntary
biquidation steted that since the Lasue of the clrouler a
further proposel hed been made for the reorganlsatien of the
Oompany which would lnvolve mo asaessment on the shares dut
would neeessitate a conslderable reductiem. He l‘““”&” the
Board were not at liberty to dlvulge the source of this alter-
native scheme as the negotiations hed not proceeded tl:im“.

¥e enoclese a full cepy of the Chalrman’'s speesh frgm which
you will gee that he stated that Lf ¥r Pennell porsisted Ln his
attempts to have himeelf appoimted as Joint Lignidater a
S@endleck must aripe as the Board neld proxies covering 189,000
shersa. Mr Pounell however sald that he would peraist snd he
ro!‘ul to oomsider any other suggeation or smendment etatiamg
jhg},ho was 'ﬁ;to to fight."

The Ohalrnan repertsd thety fhe llalilities of the Sowpany ss |

/

st Pobruary 1923 vere n;tg]./;nu-:l LibGG i el
tu this Qonntyy. ' :; 2503, 000
In Rhet Africa - 10,900
8313 ,900




He 3sld 1% was imposaible to give any later figures as returns
hed to be made from Inldta Japan and Bast Africa but he ocome

< . ¥
sidered there had beem no trading losses slmce the réeceiver

00k poesession Lg‘ the Bebenturé dnterest were loft out of sscount.
Another l;otug #11l be convened shortly which we propese
to at‘tnd,ud the result of which we will report to youm.
it ,mou“thutrmw of th‘e shareholders who had given
proxies to Mr., Pomnell were desirous of withdrawing them, but
We were unable to gsuge the extemt of thla defectlom, Only
shereholdera st the Meeting ocould have withdrawn before the
proxies were nused,
Mr, Rennell’'s smendment will probably bs passed as a result
of the poll amd thie w11l render the proceedings at the Neeting
abortive,

It !a intended toc summon a freeh mesting and agalm to propose a
resolution for voluntary liqutidation, probedly accempanled by the
alternative :ocoutruct.lon scheme,

We wnderstand that in splte of the appsreat d1ffismitisa the
Board are p)ungnuu of belng able to pesa = .A;hﬁl'_ani 1%

often happens in such csses tha¥ some errangesment {s made at




29th Jesuary 1924.

the laat moment with less diffioculty then might be smtiosipated,
¥e have the homour to be,
itr,
Your ohsﬂlontpsrvann, (/‘ /
/ .
\.
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The Under Segretary cf State,

QGoloniel 0ffice,




muonnum m mmw. 28th JANUARY 1924‘
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Ladies and Gentlemmn,

The Seorstary has read you the Wotice éonvening this é
Meeting, the object of which is to pasp a Resolution for the:

voluntary winding up of the Compeny, which became necessary

owing to the heavy liabilities incurred and the consequent

necessity of raising fr;ah Capital by means of a New Company

to be formed to teke aver the old Company,

It wae impossible to call the Sharehalders together at
an earlier date, as the differant Pproposals for the

Reconstruction involved coneiderable negotiations anad
consequent unavoidable delaya beyond the Board's contreol. In
fact the negotiations with the Colonial Office which ure ;
referred to in the next peragraph were not definitely
completed uwntil the 17th Janugry of this yvear. |

Your Directors have been able to consult some of the
larger Debenture Holders and Creditors and also - most
Amportent ~ with the Colonial 'Génrmont. with regard to the

N_ﬁlﬂ-o{ the reconstruction scheme. We gave you an outline |

of the ssfieme whioh was proposed to present to-phe Court
. which will ve asked to convene meetings of Shareholders and

oreditou for the pnrpou of: aonsidering and if thought fit
approving the propoma. ¢

i Sinoe.we issued. qu' ciﬂuhr ¥he prospect hes arisen
,:ot & Tesorga nisation se ting xz-u; Muum 'l;ﬁ.gh
we had previnusly had d vﬁlq.!i no u« cmm ‘

¥ W




g hrce but I can say that this Schemo ‘would 1nﬂ11tto
nmnmont on the shareholders, But would an the o
h-nd mesn their Capital interest would be eonudenbly
written down and they would permamently loss any right "',
to the future profite of the property with the excep-
tien of a small fixed interest.

This meeting has not ' been called, a8 you might
gather from Mr. Pemmellls’ si¥cular, for the purpese of |
vaesing any binding Resolutien in commection with the
Scheme but only for the purpose of plecing the Company
in voluntery liquidation and of giving Sharsholders

preliminary information im regerd to tHie Scheme.

It 18 essemtial, if we are to have a Reconstruction
b

in which the Ordinary and Deferred Shayehoiders can
participete, that this Resolution for the Voluntary
Liq\udatioﬁ Bhould be ecarried eo—'day,'i‘beouuse wa

believe that all the principal creditors, except the

Clearing Office for Enemy Debts, to whom the Company

owe £9050. 4. 3. have agreed to the settlement proponod‘}
As this 18 probadly the last time that the old -
Board of the Magadi Soda Company will call the
Sharsholders together, I should like to put before you
the figures showing the position of the cémpany at the
ond of Detember 1922. That year \closed with a Debit
bnlnnco of @143 354.11.10, 1In this there is, however,
includu tnhnpt on Debentures and Bank Interest
£35,680.14.9. Depreciation £57,713.0.5. and a Debit
Balance brought forward ¢rom Trading ccount of
£35, 984,19, 9. which, of conrsdﬁ is owingfto the éxpenses |
of vorkin; tho emall quantity” ‘Wnich we could produce. i




Shareholdoru hava received a cireular from Mr.
Pennell Qlking far their Proxies. In thie ciroular Mr.
Pennell states that he i6 & holdcr of 15,000 Ordinary
Shares and 14,000 Deferred Shﬁ;ea, and also 3,000
Debentures. He does not tell the Sharehclders that ne
was pot a Shareholder at the time of the appointment of
the Receiver. Mr. Pennell in his remakrs in his
circular also states "Many shares and Debentures were
sacrificed at rubbish prices". Mr. Pennell ought for
this emall mercy to thank the Directors of the old
Company hecause he has been able to secure his Shares
and Debentures at these rubbish prices which he complaixti
about 80 mueh, and under the new scheme Mr. Pennell will
meke more than 100 per cent profit on the Debentures
that he hae bought. This probably accounte for his
Terark that he does not see much to take objection to
in the Scheme, Knowing perfectly well that the Company
wae in the hands of a Receiver, he also does not tell
the Shareholders what his reason was for buyins shares.
The majority of his Ordinary Shares were bought at
under 2/6, and I believe the bulk of his Deferred
S8heres were bought at certainly not more than 6d. each
According to the Transfer Book, the last purchase he
, made of Debentures was at £42.10.0C. I eay here publicly
that Mr. Pemmell is not entitled to any sympathy, and
he 18 not entitled logically to complain in any way of
the cauduo§ of the Company prior to his becoming a

Shareholder, a&s he bought the Shares with his syea open

: "the benefit of the old

fonma ulterior objeot; and E& q ',phillmhmp:tqt

Wdara of the companv. ¢
Nr. Penn.ll also states that bis friend, anpt,

Coft :gpor, whose name comes nextiito his on #he proxy




Jiahe sharse,

Vsl X rind tw cuﬁ. uog;- “'Mﬁ'”ﬂﬁim Bot more Limn
£10 in m}; laat, 1‘3‘ um: the Regeiver had been

Woim.ad, o puﬁw loo thu.ru, and Lhet s all he
b.n!de Lo=day.  Hers mln I do not think BNy sm--
holdu' prvum. d.u dieapree ;uh e in saying mu.
gapt,. Moor has m uors t.o complain abcu; than ‘E
Ponnell, }B lih ¥r. Pennell, knew ‘exactly the
Position of tro Gompany in April lmss, -ban;p b ought
_r.)u Shn.ree Jobody except Mr, Pennell &ukad_hd.n:“;to '

with np exception of ¢ffeneive perscnalities

Mr. Pennell's circular contains two main pointe (1) vhakf

[

‘uuq a1 drnn up, pune {a: muhxnerx and. other mn.t.erial.
f -
g m rop ort”m were: %ry t&io,urab; 7

he sese® no real objection 1o the scheme (2) thet he
should be appointed jodnt Liquidator with Mr. Tait. I
may be permitted to remark ihmt ¢ far I fail to see in. |
what wey the srpointment of Mr. ‘Ponnsll ss joint
Liquigator will 1mpro'n thHe mobemeé or bepefit t.p.
Bhtrohuldar-. .

It mey be well et this peint to give @ mgﬂ
qwngy of the Megadi Sods Company’s oreation sud wopk.
;_ rae rpoposal was brought w m tlnm by & concern /
‘N&‘ the Bast African Syndigebe. W sent outitc East |
A{r;‘pu m“qﬁpoqip‘un of euxaru‘;gn:-nmine the !b_,h and
1o report on Yhe. _prospecte of woiking it at a rrofit, 4




up the businees and form & aompany for dsi‘el opment.,

Thie wae done, and’ the gompany formed. Before, however,
we could geL>511 our Machinery cut the wcrld was plunged
intoc the great war and much of thre wac! inery wes lc-t,
when we started tre work with that part of the Mactinecy
that we could get, it wae found inadequate, and .e hLad
Lo get the Scde by hrand labour, which wae very ccetl
Soon after, our Reilway, cur water Supply, and ciher
materiale were commandeered for military purpceses and

the whole of our operations suspended. Wwe had & numb-g

of ekilled men cul in Bast Africa undic contraci, and wse

had to pay and maintain them, which, o¢f cource, invclved
the Company in very heavy losees.
When the War came lc an end, cur reecLrces aere

exhausted, but we rad (c¢ replace & lol of Machinery at
very high rricee. 7Tc¢ acquice .iis Macvinery se fiund
that it would be necessary LC have more cap ital wrict
was found by the iesue of COnvertible Debentures. Later
¢n for the purposes of lre Compeny il was necessary ¢
borrow further money from tre Bank. On c.c Balance Sre&t
¢f course, we could borrow notring, and the company gave
tc the Bank ae ccllateral securiiy & Seccnd Debertuce,
Bven on thie the Bank required a guarantee, and I gave
my own perscnal guarantee, bul I am nct \re gwnec of Lhe ‘
Second Debenture. In the hope of pulling Lhe Compuny :
round L0 a paying baele [ alsc gave me perscnal guarantee
for sdyances medg"in Bast 'A‘I‘ri‘ca‘lt.c ‘ou‘ry‘ :pn‘ the  bus ine 8e

for which the Na#€iorsl Bawk of India had no other !

security. I eay withouu hesitation, and without fear

;

of cE“ngi;‘digticn, that there is no cther man<in the Cily

{"&z:“;ﬁodld Tave dénevfor any compeny exfetisg



what I.hgt."ﬁbﬁo,_,-ith v.m"imu obﬁect of carrying on 'E
the Magadi Soda Company for the bemefit of the Ahare. =
holders, im the hope that they might be ablé te pull 1t
round without tvhe necessity of riiaing further carital.

I bave taken on responsibilities of over £250,000. 1In
additicn to that, Ceptain walter Samuel , my brother and |
myeelf hold 68,000 Ordinary Shares which we have reid

for and held from the beginning of the Company, and
Captein walter Samuel and myeelf hold about 160,000
Deferred =sharee which we rad eliotted to ue at the

formation of the company. Our efforte have resultea in

bringing the company tc a point very near success. The
Dredger is gaining economically and the method of pump-
ing the S0das Ash to the Washers has resulted in very
great eccnomies. We are doing away with manuval labour.
It wae only owing 1o the urgent pressure cf creditcre for
payment that we were unable to carry on.

I therefcre put it 1o tre intelligence and gcod
feeling of the Shareholders cf the company whether they
think they ecan truet me, baving such a very lurge interssl
and having had iv all through, and raving dcne everything;
I can to eafeguard and promcte their intereets, or
whether they wculd eooner fallow & men who had nc
interest in the Company until after it wae in the hande
of the Receiver, and #ho, apparently in my opinicn, only
acquired his interest witr ultericr molives fer his cwn
benefit, becauee what e claime ie: "Fut hint'dn ae &
Joint riquidetor and put bim inte the new Company se a
Director® with - naturally - afirector'e fees. 5 ¢

Another faled' statement “in Mei Permellie circular ie

that none of the new Directore have beem in Bast Africa,
~

%




?ﬁoater really has very large intereete in Kenya

sn& ba‘s been there more than cnce, ané is

pre}«arod Lo take & latge.inte*een financiully In the new
GOMPNU. He ie himeelf a Mining Bngineer cf greal rep.te.

Mr. Penrnell, in & further roetecriypt, in red ink,
tegging for Prcsxiae, etates: ®If you ge¢ tc tre Meeting,
C? not pay any regard Lo slstements shich I &m not eiven
[ chln;:a ¢f anewering, er wae ile cBee at tre lust meeting
I want all I can 16 give their Fruay and attend the
meeiirg. We d¢ not went & packed meeling®. So¢ far es
your Directcre are cconcerned, there ie no slilem} Ul U
have & packed meeting. We lave not asked arybudy tc
come here, and we have issued nc¢ circular seking for
proxiee. Therefore, Mr. Pennell evidently hae been
trying tu pack tre meeting, Al Lhe laet meeting Mr.
Pennell said all re had L¢ eay which cunsisted mortily
of personal ahuse and Lhe sharehcldere refused Lo hear
him further. Many wh¢ had given him their jrumies withe-
drew them at Lhe meeting.

In reference Lc Lhe etatemert ¢! Mr. Fennell about
Mr, Teit, everybody who knows tle firm of Gecrge A.
Touwshe & Cu. reccgniees trat they are s firm of the very
higheel repute, snd stand seccnd te no firm of Accoiniants
in thie ccuntry. Mr. Teit, wae trerefcre, spjpcintcd by
the Truetees for Lhe Dehenture Heldere tc¢ safeguard treir

interests.

Mr. Tait, on iaking up his peedition, of course, rad
for & short time to etop all work in Kenys, but
operat;one wex'e recommenced ir July last and the cutjutl
’blhce Lhat r.ima har been eteadily increasing.

Mr. Pennell's statement that the Board lad not




businees m%te:e be would know that on the eppcintment
by the com't of a Recelver and Manager who takse
possession of the assete of the company and manages lie
; businese the Board have no further executive duties to
perform.

The new Dredging plant, when it wae at work, has
proved 1o bte highly successful, and cculd produce three
timese the quentity of Soda that can be handled by the

.other parte of the Machinery. Wwe have alsc introduced

purping to the shkore which is & great econpmy. When the
company ie reecnsirueted, it will be essentisi to
increase the capacity in all the different departments
of producticn and provide reserve plant sc¢ that the shcle |
machinery will not be brouglt to & staendetild by any part.
giving ocut.

The Sharehcldere have recelived an cutline of the
Scheme for Reeonstruction which the Bcard recommend.
This ie ¢ poesible Sokeme which, with the approval of
Lm Shareh¢lders, could be eubmitted t¢ the Court. You
will see from lhe gireular that we shell pay nothing
for the underwriting of the new Ctmpany, We have, &se
compeneation, given undersritere & call on 750,000
Ordinary Shares at 5/-. That le the per value, which
you wi.zlvl agree, ehows their faith in the soundness of

the undertak ing,

we are pleased Lo inform the Shareholders that our
negoviations with the cclonlal Offiee have been, in our
opinion, succeseful., For the ‘firstl fiva‘/y'afa, the

Bnilway carrisge and Royalvty: ocnﬁ:!mbd wu.l ahow
) V#




tons” nnlx pqr mﬂﬁa."\ If the prox!,uouan exceeds m.ooo‘} i
tons, ,“ e, Aimuen ELtee (-ha &% the present time the
'ra,té cf product.lon is‘ l.u exocea of that figure) then the
rates wily be q«t;\ll peTY reduced. We further have a j
pfuni«e, lhich uhc pt-esant Company has never had bercre, !
\'kxama}fu a mm\mx rate of railway freight after the
firss five y‘ara have expired. Thie maximum again is
noTs {Avd&rnhle than the terme which the rresent Company
‘have. '
Foon what I new ¢aid, the Shareholders will ses
the absclute necessily t0 liquidate the present compariy
at once, and the. Reeolur.ion suggeete the spppintmm of
Mr. A.W. !a.it, who has cnrried on the work ‘of kho'
Coempany in a most satisfactory way d.uring ‘the time he
has been in charge, under very difficuit circumstances.
Aes to having & Joint Liquidator, it would only put the
Shareholders of the New Ccmpany L0 unneceesary expensas
and, therefore, as a large Sharehclder end & creditor, I .f
strongly recommend you to arpoint Mr., Tait the Sole :
Liquidator. I would point out thet this Resclution
requiree & three fourths majority and that if Mr.Pennell
persiste in his desire tc have himself appointed as

"Joint Liquidator a deadlcock must ogcur.

I have received a letter from Mr. A. Chester Beatty

which I -111 read.  In.this he says that three, ahullngn
; md slamun} per. . nhg;n is the nin!.n-l amount uac mue;”










