SUBJEOT

L.MAGADI COMPAXY

Trs memo.bRailway G.M. T mtes for
freight and royalty on soda in event of
reconstruction of Coy,Trusts any draft contrac
to be negociated willbe submitted for local
examination before final settlement.
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In roply to Your Grace's despatch ¥o.1147
of Au&ust 15th, I have the honour to transmit for Yomr
Grace's consideration copy of a memorandum by the
General im;gei-, Uganda Railway, regarding the revised |
rates for freight and royalty on Soda exported by the
Magadi Soda Cempany in the event of its ultimate
reconstruction, Mr,Felling's proposels were reviewed ;
recently in Executive Council and their acceptance x
wes ,qf’g;#nqﬁdcd, as intimated in my telegram No.272
gt a;n ath, Asiptunbor. The conditions, on which
écocp wm:st necesserily be contingent in t.he
ohm’n of this ‘¢overmment, were summarized in that
olbli. _ The following observations are to explain
the ’attitude adopted by this volony and the Railway

N
%‘-A&ninistrat ion,
L

27 ‘Imay state at the outset that the need
for an early decision precluded any consultation by
the General Manager with the Inter-Colonial Rajlwey
Council, whose advice on changes in railway tariff
is required by standing instructions. 7The Uouncil
however is anxious to see the resumption of the
1nduatry,.aa communicated in Sir uharles Bowring's
telegram No,l41 of the 15th May, and will not object

to the proposals now contemplated, more particularly

since
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* with relative reductiens in

i“‘wummtu price ot Seds. Q!ourm u

ona Min; basis
tion to incresses in

the velwme of traffic.

3. In view of the emphasis laid in the past
on the losses incurred by the Railway Administration
on NMagadi traffic my advisers agreed that it would
only be equitable for both the Celomy u%ﬂny te |
share in the further reductions of rovm inulting
from the special eououdl.todjnto. It is conmsidered
advisable that the Uolony should be content, at any
rate for a short periocd, with lower receipts fram :
roynnn in order to afford a further mortunt; o . /

the vempany to re-establish itself, and to avoid the
)n-ﬁuny of & loss of this source of rmo w@“ﬂ

any rate a temporary cessation of work, I feel
confident that Your Grace will conecur in this n.u\-cnt.

4. It {s, however, essential, as the ueneral
Manager, Uganda Railway, points out, that woverment
should be. satisfied that the market price figures for
soda submitted by the Company should be confirmed by
specific investigation not only before any fresh
cemmitments are entered inte, but also by periodical
serutiny in the future, ;{m market price is

confirmed, it is comsidered that the durstien of the .
Lew rates should be for as restried m tem as

W

ple - twe years is the peried suggested =
ﬂ 1 Administration would so aveid the possibility
of the less of legitimate revenue when low rates sre
e lenger Justified eftner by the erations of the %

”“”unwmtm



 attitude on mun is u-tntol by -uuu influences.

5. I sm glad te note that at the interview in

> Beatt !
the Gelonial Office nr.m-ur/--chm the view that the

previsien of transport would be a metter of ArFAzgement
between the Campeny and Railway, The General Namger,
Ugands Railway, points out under Head (2) in his memorands
um that on econemic grounds any differentisl guaramtes of
relling stock and locomotives in favour of the Campany is -
inadviesble even to the extent of the present commitment,
but that all ressomable endeavours to meet the Vempany's
requirements in motive power will be under taken on cqul.
terme with other consignors of traffic, provided that
acourate forecastes of output are submitted. The Campany
need be under ne apprehension that the rolling stock which
they may require will not be forthceming. It is in the
{nterest of all concerned that they should be afforded

all possible facilities.

6. It is essential under the accepted accounting
arrangments that the Magsdi sranch should be werked by :
the Railwey Administration as an integral portion of the
Ugands Railway and its ascillary services.

e et that it will be panaible fer
@refs centract vhich 1o negetisted to be sulmitted
final settlement for exmmination by ﬁu uv“-mm“
the Railwey swthorities. \




‘Naper decressiag sccording to traffio.
_ offer is suoh sounder Shan befors.

- fhe sotusl offer is not very clear, but the

appesr 10 be . ] !

8 Offer  Less Royadty Ratlway Rate
% %o 60,000 tons 18/~ ¥- T
% % 150,000 teme 17/= 3/- 1e/=

%o 300,000
» o /e a- Aa/e

-“-u !




LR Mh. Abe Ralivey &r‘i hnll ‘ooruu. Ino:und ';
eraffio would justify his. On the othes mq, the umu-o;

revenue would incrempe. ; - |
. 3 « - ' % 4 . l

1 sake She foregoing recomsendation on the. assusption

N bui -nbjoot to omﬂa\u\un lt Just~-
1f ‘the Gonmdt meets

short pothd mm
ified by the figures of the Oémpany.

she Company it 4 entitled to ask for the right o
1 oa.m\ot help fesling that the

iwuo

the books from time to time.
Company has not yet disclosed everything.

In conneetion with the other points I would obaserve: -

(1) The olaim made by Mr. Chester Beatty that the

advantages derived from return tzaffic in the case
otullmgnuc thau in the oase of maise 18




ﬁh uﬁ‘lqga ;agn‘:oﬁnlu.

- , (.) 1 an m-u I mot ao“pt ‘the view of the
: Glhahl Mﬂu in Munu of’ .ﬂu pu- and
tml m}y. The thln wade by Vajor- Hhodu.on my
mmm.x- vital to thie n.nm When the
ﬁw m _to pcmu 'oﬂbupamonnin

co\mtty dovolon m n. :
-‘au um rﬁnspg stook will be useful for sgrioult~
ural and other ‘pro@otn. g

The Raflway; under any new arrangemengs, would
dndoxmo to do its best to handle expeditiously any
-soda output from the lake, but it is unreasonable to
expeot the R;lluy %0 alwaye have in reserve logo-
motives and wagons, even up to the 160,000 tons
PRM'C for in previous arxrangemente. In any new

m.-t m Oomny wust understand that the n.u-




) sibaitted estimated
. m furned ous to be Nvdonuy
w and unzelisdle,

) To e now Silenat i question of separate
wooounte for the Kagadi Branch must dissppear. The
Company must agree to the branoh being worked as. an
integral portion of the Ugands Ruilway.

The present ﬁunt was based on the uu-pluﬁv'
that there would be a profit.on the line, Aaut
from the first ysar, ther's has always been a loss;
She ! 8 and,on the basis of a mileage division of sju new.
5 low rates,there will probably continue %o be. papes.
losses on the branch for years %o oome. 'u hxve had
%0 ourry these losses, and it 1s rhbdiculous to go
%o the expense of sepasate agoounts. Certainly mo
profit should ever be handed over until past losses
are deduoted.

(4) The ultisate muu': Af any, on reconstruotion
should be sent here for socutiny, but I cuanot see
why an slaborate contraot is necessary. It should }
be as simple as possible. ‘
T
As far ss presticable the Magadi Company should

B,

&8 osher oonnpuo ot
‘ Tates agreed upon, Ild raoelv]



‘urned oud o be hopelesily

e

:  (3) In the new oontrach all question of separate
' wooounts for the Magadi Branch must disuppear. The .
Company must-agree to the branoh being worked as an
integral portion of the Uganda Rullway,

n- wuut mttnt was based on the un-ptuu
that “ would bo o profit on the line. Apart.
from ﬁo first yar. theré has always bo- & loss,

L] and,on the basis of a milecage diviaion of the m
low rates,shere will probably continue to be paper

losses on the branch for years to oome. Io have had
%0 oarYy these losses, and it is rhdiculous to go

%o the sxpemse of sepadate accounts. Certainly no
profit should ever be handed over until past losses
are deduoted.

4

(4) The ultimate contract, if any, on reconstruotion
| ’ should be sent here for scoutiny, but I owanot ses
why an slaborate ocontrsot is necessary. It should
be as simple as possible.

} Shhes agresa upes, and nnl
Folidng stook available for
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““‘prejudice to the d;scuqnon)

o) Gmt wath an ouiput of 100,000

Southborougx) oanazdered that it woul
do more harm than @od l? wsuaded
Captain Sn.rm,‘{ not 'oo send 1t until 13
had been”in commnication -with us. .
Lord Soythborough ‘showed me a copy of :
the proposed letter, and 1 asked hun tq
let me keep it as. showmg (uﬂmut

in, Gaptq.m Samuel'ﬁ mind.,

t.g the parkgra.pl’s of t.ha ) fqoa&‘n
Paregraph 2. The.ra

& blunder of mine in drafting on
18/- is raignt. As regards the rates - 3
proposed.being for the whole of the
year's output and are not cumulat.iv9. 4
there has been no doubt in our minds,
The words "up to " in the Governor's
telegram are certasnly ambignous; but |
there is no reason to suppose, in viéw
of Captain Samuel's letter of the 26th |
July, that the Goveruor really mesae r
tons a yen;' the ‘rate should be 18/« !ot
the first %, 000 tons and 17/- for
the second 0,000 tens).

Perhaps



\ ‘ﬂus =y .,
paragraph of our let;te\!f 'pa tcmn;mh
condensed, The? mtent.’lo; was to eﬁ?’“

fhat at.thedla '_ f/pe said -
;m & th. $oda rge!oxﬁ;a w‘}‘ﬂl"£3gl5g4‘,m”‘[ A
r&,&&&thl’gm R
“to s Bovertr.we' har maAe it clear T
that the consideration of the question .

Perhapa the! m&m!‘

mist be governed by this statement.

The Governor on his side has said that

he will accept the statement if it is
proved. As regards proof, 1 do not

think we can accept anything more than
the Accountant's certificate. Of course
there are no sales f.o.b, K1lmd.am,~
and all we can expect is a value\;a;blh\aéﬁlé
on. the. Company's acoounts, equiv\alg,pwi 5
to f.0.b. Kilindini price. g

Paragraph 3. The objection 1 %

anticipated to a railway rate based on

gelling price was tnat we should be told
that the selling price must vary for

s

each contract, which would be secured:
on the best terms available, not'only : o 1
on the particular date, ut also for
the particular place. Captain Samel's
view is rather that the selling price
will have to depend on the railway
rate, and no doubt this is equally
tenable.

Lord Southborough, however i
laid greater strees on the two years' ‘

period, which he said was far too

ghort, as forward contracts areglmost

invariably e T -




uﬁdpzbd to keeping the Wi
“business alive, the value of ﬂn Mag
traffic today, whatever it may ammi
to, mst be regarded as tampora.ry. In

«’tn e éonrnnrﬁwe Yok mnds” it claar ’
" that the cona:.deratmn of the' question : e i-?"-:

| mst be governed by this statement. ' . e
", The Governor on his side has said that ‘

| he will accept the statement if it is two years, or whatever time is necessary

proved. As regards proof.§ do not . to develop vegetable production to the
| think we can accept any tling more than RN S s “Wﬂt{ #he 'Sada ‘traffic will be &

! the Accountant's certificate. 0f course . = | RECTRGAN e k.

| there are no sales f.o.b. Kilindind, -

{ end all we can expect is a value@,ﬁﬂhe&:: g ; . v det o ,,,‘i o 3

*on. the Company's acoounts. equivalenty . -

o fio.b. Kilindini price.

: ! Paragraph 3. The objection I
.anticipated to @ railway rate based on
‘_} gelling price wih trat we should be told
that the selling price must vary for

¥ each contract, which would be secured.
.| on the best terms available, not only

| on the particalar date, but also for

the particular place. Captein Samel's
;‘ view is rather that the selling price
¢ will have to depend on the railway
Erau, and no doubt this is equally
? tenable.
. Lord Southborough, however
leid greater stress on the m‘{u'
- period, which he said was far too

| short, as forward contracts areglmost

1invariebly

Kenya Government Gould not ba—expecte

to take on an everlasting bad barge.m.y
He had his own idea as to gptting over
the difficulty, but he was so anxious
that 1t shoulc not be produced as
emanating from him, that I hesitate tw
record it. As regarde Captain Samuel's
last point, 1 stall think that it would
take a very long time to get a complete-
ly new instrument drafted and agreed,
providing for the proposed temporary
terms subject to recousideration at a
lagter date, and that there should be
ne imuperaulol difficul ty in the
reconstructed Company aceapt:mg the .
1922 lease with temporsry medifica '-‘m
After all, the old Company acoepted ﬂi;}
loame of 1922 and they have not yet
3 shown




lmbla to ,prgvxdo (and huve pronded)
mea.ns of t..ra.nsport. there be
o trouble; bit, I should be inclined

to stand out against accepting any
r..}bwlute liability to carry more.
Captain Samel has no doubt in
mnd ¢lause 22 of the 192@ lease, which
_provides that the Company' 8 traffic
?‘éf;ier ‘the Branch shall not be pre ju-
gy’dlciva.lly affected by other traffic
over the Bramch. Tt does not seem to
' mean that all waffic on the system
as a whole shall be held up for the
sada.

In any oazeg the  Company, cannot

Roth throw over tie 1922 Lesse and take

mto t.he dmcusnon of terma lf a _
scheme is ug'eod upon behou the re-
conatruct.o;js and the Govemment, it “
will be t.he duty of the Receiver to
bring the matter before the aMe-
qﬁd"';’g( nll be for them to

%r hzm. or someone else,

the o}d Compsny »

b

‘V%' Gampeny. or whethar he will refuse
on the gtound tha.t he w111 be throwing
goed money, after bad. To the extent
that there are refusals, a call will be
made on the unden'ntzra . Lord
Southborough's point was that there
could be no reconstruction without:
liquidation, and that there could be
no liguidation without a scheme on
'h:.ch the Receiver eould dmcharge his
K i‘tmm as Reoo;vor.




"!ho Ha@.e evury o‘thax‘
thiumk u ono of the

willing to‘iuut us in this me
if he can fix an- appoi.nﬁmt. 'e eﬁ
then, I think, telegraph at onos ‘to
the Governor clearing up the point
under (2) as to the rates being non- -

cumlative, and say that at present

wqpond. u.nd 1t m by m{a.aa
: ‘we should no tb'}.
Ihqﬂs, ﬁmrougzly

v o " we see no chance of obtammg afoepim
' of the condition of rgy stor

Ny T : ¥ so short a permd‘u ﬁo"‘ r
Yo the railway rate being based s

on the sellmg price of nd't"'

& A

- ik 7,/0,23, .

thafi»n mist be ano ther mee ting; ) - v

bat I suggested to Lord Southborough : ‘ ) J SR M“

! that it might be necessary for us to : }%"/"
wait until Sir James Shnmn'- i

i pemtm w it mhbh for
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PoAPaTa] 10 MErish en scosmtent's certificste thad 1%

$orn mon, uscoed 0730 6 weth £.6.0. Kilindint if et wid

o AEGUDEN S 9L mecE. T4 is Aiffieult Ao Ses Nby elte.
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T N IR S p;;;:, o ves s quite
SIPIBEIIS 40 sesbnsiTin: She Genpamy on the bisis of W
wiaRed LR0S MR NN FesTR 'mkl. and I en rather surprised’
Uy Wii, auithon SAle Be made in view of ths feots Sheb
wexe pubt befere the Gevermment at the meeting st the Colsmtel

oftioe. In its presest, form your sugcestion sppears to be
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g ‘madz .woﬂq.r"(q‘ :
L .& ,“‘““ | aad i every
Tara

i

lWay ate, bs the sum &

hen i wages (meinly native) st the uagadi Lex
and st the'port, . = A o

the p:‘lt’lyflrall.uizro remain 'in the country, and
are re-employed in further production; the profits
from soda leaves the couniry. L
(2_1 I aw afrsid I oannot acoep the v

colonial uffice 13, ¢ bhe, et § ’
Aruck i etp g e B ¢

oy

-

motives and ks ik
‘prioyided for in previous 813 AN0
q’rmmn‘t the Company’ Wust un
Reilway camot have engings and rol
ing traffic Which not
ther hend, if the ovVeB,. ts
2 that it omsn be relied upen for
' 44 will produce, tlien.the Rallway

$agonable motive power is \

ilway's experianc# in this
actory in thq&-’ht. gvar
, as pubmbttad sstimated
ned aut to BE \elessly
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" | Naroms, |
el \'C‘Q'.S iy 'K:Wg.“'s

| October 1oty 1923,

proceédings for forfeiture or 1f ¢ Bank failed to
esbablish its claim to an equitable mortgage or

1 reglistered lien, The facte which led the Acting
Attorney General to this conclusion are briefly as

followe:=.
7 The first title issued to the Compeny in

July 1921 eontméi 10 restriction in any shape or
form against a legal cherge sé’permitted by the
Reglatration of Titles Ordinance, 1919, Part VI, It
is established that Major Dymett handed tnis title to
_ ‘the Bank in 1921 &s security against an overdraftt A
 @RACE ot
 THE DUKE OF DEVONSHIRE, K.G., P.C., G.C,M.G., G.C.V.0.,

- SEORETARY OF STATE FOR THE COLONIES,
DOWNING STREET, MONDON, 8.,




. the mm D&nnon‘b of ‘tiie dedt. mn npmm 1t was 3

. reperted te Your ﬂ'm'-u-u'ﬂecum and was approved in

gemerally the premises of e ‘@rant whose conseny &uq
m ovemdnafte. It Was understood that the trustiss
mum: mﬁm of the ar

~.

intimated. b0 ~m thiat: Gnmmm‘ prepﬂm o walve the
hmm ¥aich vman 885 m“ ‘gw’-gs 0n the tisle
ods, 114 m as!'ael % .mﬁm Mviner fimancisl |
assigtance up to & total of approximgtely £10,000
,1m as the Bank's Security wonld be mpu'ovd by
thds action of Government.,

the proposal *bo ‘Wwaive the Stand Premium was

Bis telegram of Jamuary 13th, 1922, Thereupon & new
graut was dresm containing & condition that trustees
should be appointed by Govermment tp wperimm

*mﬂuumm.mqhmormmm

woukd rebesly give consmnt to & fetal‘overarats “. N1
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