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Sept.7th 1923
® o Und.r‘ioorotlry of State
Colonial Office

8.w.1

sir,

& I have the honour to acknowledge receipt of youp letter
no. 39607/1983 of the 84th August
P
pery I aa,
. Bir,
% . Your gbedient servant
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These proposals have been diﬂw“}y" 4
8ir Robert Coryndon. He is divided in mind between hjs™
keen desire to obtain Harbour control, his dofib¥ as to
the suitabilit§ of the terms offersd, and his 3
reluctance to form an opinion without consulting his
local advisers and his Executive Council. .

It has to be remembered that if the
Government takes a fimancial interest ip the Company
(by which I mean throushout Major Grogan's Bstate and |

Development Compuny) it may be letting itself in for a
much greater liability than appears. We have previous
experience showing that, if the Government guarantees
any part of the liabilities of an undertaking, it has to
incur further liability if at any txmé_tne undertaking
gete into difficulty, in order that the Government may !
not lose its first outlay witiout anything to show for
it.

In this instance, the Company appears to have
no resources to fall back on, as it would appear that
the Shares issued rank as fully paid (although there is
some arrangement for def~rr.d payment), and the
unissued shares would of course not help in time of

stress, as it would be impossitle to “ind subscribers.

It follows that, unless the Governuent contemplated
foreclosure by the Debenture Holders,they would in
practice be liable to pay the whole of the ground rent, |}
the whole of the debenture interest, and any loss on

working.



ﬁrkhg 14. lh!('bc a condﬂi&' of any arra.ngnont
(- that any ton!él pﬂ by the ‘ddrrmng, either under
the ﬂannml which s gjvea of on any Aher accolnt,
Oilﬁictcd with the Compeny, should be repaylblo to ‘the
Government as & charge on the Comoany second only to
the payment of ground rent and debenture interast.

In the second place, Major Grdgan Sir R.

Ooryndon are agroed (an# I am sure they are right) that:
it is impossible to eftimate the real velue of%{e land
lying behind the sea front. Any comparidoh With other
values would be misleading, since there has 'Y‘gaﬁ) )
complete stagnation in land t;'muctionl since the boom
of 1919 and 1920. Murther, Sir R. Coryndon eenaiden the
if, a® he anticipates, Mbaraki dovelops a8’ an oxport
harbour for dealing with homogen eous produce such as
maize, sisal, and cotton (rather than as-&a general
export and import harbour), there will be little use for
godowns on the estats, and therefore, little prospect o
the sites beinz taken up at a profitable figure. Thie
is a matter which requires local coneideration, but it
emphasizes the speculative nature of the transaction.
A point that has to be remambered is th“t/QKOJ;: the
payment of £120,000 might not do more than clear dzjor
Grogan's obligations to the Bank, it might rehabilitate
his credit: it is conceivaile that, immediately on
waking this payment, the Government would ird that tae
« construction of a new whar? on the Wbaraki front was
being put in hand.

ALTERNATIVE 1 .

v " . . , .
This is & combination of the old Alternatives

I and II, s0 as to give the Government the option to

purcnase



In e

evenson suggested.

4 g
e guarant

purchase
exercised,

&7,




L
l9,0& ¥ £24,250 Per annum . This is attractive as

avoiding a lump sum Payment, but like any other
a
proposal feor leCJrlng“c:' tr {’ﬂ interast, 1t
the poesible obligations of the Governmer+
There is one consideratior

borne carefyl

Treasury is thut th

the 't of the war dept al .

rank second only to the debt charger on + w 8
(z.*,o:,;,;uo and £3,000, 60 The effact would be ¢
the revenue for any v ar woul e reduced vy tne
'J.‘1 th i0an larges the exceass the 12U
obtained over ] itum lire wo,] e 1ivi
half a nall vetwean *he Bxec equ L a

1t would pe its i1 tna* Kenya w

4pon to make 13 payments e und it ara
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and not merely half of what remained after the

Payment of debenture interest. I am doubtful, howeves,

whether local opinion would carry us through a scheme
for putting Major Grogan into a Loan schedule.

8ir R.Coryndon s Inciined to prefer to come
some arrengement which will have the effeoct of
Major Grogan's preamble, that is to
friction over the ‘Tates

to

say, to avoid ™

for vorking the two ports. I
m afraid that such an arrangement will be difficylt,
a8 between a private user of the Mbaraki Wh

the Government working of Kilindini.
Lines

arf and
If the Shipping
are in charge of Mbaraki, they can reduce the

charges there as much as they like'to attract traffic,

and they can make up their loss

on ocean freights. If
the Government raduced its

charges at Kilindini in
competition with Mbaraki,

recoup itself by inc

it would find it difficult to
reasing railway freights withou!
incurring a storm of protest from consignors. Thij:

however, distinctly lpoint for local considerati

If it is agreed that the matter must be

examined further on the spot, the question is what we

can do here; that is to 8ay, whether we can

such provisional terms with Major Grogan as will
justify him in approaching Lord Inchcape on Lie quegtlon
of the African Wharfage Company giving up its optios to

purchase. I think that we cannot do so,
must keep both Major Grogan and Lord I

for a decision.

end that we

nchcape waiting

b cd ,
L & 1L
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and not merely half of what remained after the

Paysent of debenture interest. I"am doubtful, however ;

whether local oplnion"‘uld carry us through a scheme
for putting Major Grogan into a Loan scgeduke

8ir R.Coryndon Is inclined to prefer to come
to some nrrangliant which will have the effect of
Ydjor Grosln'b-prodlble, that is to say, to avoid
frietion over the rates for working the two ports. I
am afraid that such an arrangement will be difficult,
as Vetween a private user of the Mbaraki Wnarf and

T

the Gowerrment working of Kilindini. If the Shipping

Lines are in charge of Mbaraki, they can reduce the

charges there as much as they like to attract traf©io

T

and they can make up their lass on ocean freights. If
the Govermment reduced its charges at Kilindini in
competition with Mbaraki, it would find it di“ficult *c
recoup iteelf by increasing railway ‘reignts without
inc4rr1n; a storm of protes* frou consignors. Ihie 1
however, distinctly gpoint for lscal considerati

If it is agr.eei that tne matter must be
examined furthe:r on the spot, the question is what we
can do here; that is to say

such provisional terms with Major Grogan as will

justify him in approaching Lord Inchcape on tne juestion

of the African Wharf age Company &iving up its optin- to
purchase. I think that we cannot do 80, and that we
must keep both Major Grogan and Lord Inchcape waiting

for a decision.
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(3) If Government guaranteec or behalf of

Accordance with the SpArit and i1ntenty

nance:that, in fine, there- should be no
t8oever between the portyon of tne Port
Ped by Government at the public charge an: the
ortion of the Poprt being developed by private enterprigse
under atthority grarited by the Govenment, )

or (2) that tne Govepment,1f 1t now wﬂ‘

to intervene, can only properly do so by acquiring control
the Kilindag) Company ana operating under that aut: rity;
by purchasing -r leasing from the Company the land nd r
which-the Government, wlshee to con€rol.

The alternative 8eans dlscussed uopear t be the 5% Yowing: ‘

(1) Govemment w11l definitely ofrer to purchase .f-oa the 4
Com &ny the area now leased o the AW, Co.for thHe sum of
£120,000 ana subject to ruch ovided only that tig
Company can induce ti. A.¥.Co. Ive the optiem to
purchase which the A.% Co. /e under the term- of
the lease,
In the event of 1. Governy
8lve tne Governméent - tw
him such proporti- of his interest dn the Ordinary sn
of the Co'n'wnny R ] zive the Government the voting
control of the Cor ANy “or tue cum of £60,000 nr vided th
the Government wil) on behaldf of the Conr ny rrntee tLh

v
ouchsuing,Grozan will
8 on!ﬂwn to murc.asse from

due payment of the £15,250 ground -rent paysbl«
Company.

(2) Grogan w11l se1l wo - . Gov

above defined for t.e o

ment guaranteecs the naymert

0

-’

of the interest »,000
Whilch 1ntere:st wyll r.elders
reduceu frow 8% to 5%,

Note. To facilitate fhe “ypat

Grogan would iEree 171 recnect of
to take at the Qomn ny's sption
measuring 50'x160' it the rate
of interest for tie “ypg twe
a) payment of the £15, by th or
(b) payment or 6% out o° I
£150,000 Debentire (Note.The Debentur:s
redeemable in 10 year at 81x months notice
could therefore wit: Government
and relscued under Government guarantes
rate of interest.)
Grogan will transfer to Governme:
broportion of hie interest in
the Government t:ie voting ¢ ntr

51/]/&3 us




diserimination what
being~developeq By Go
portion of the Port being devel
under authority granted b{ the Gove nment,

to

B. The alternative means
(1) Government w11l definitely ofrer t

(2)

the Kilindin) Company an@ operating
by purchasing or leasing from the Com: ny
which the Governmegt wishee to

s x 0i0n

'
18 (1) that the K2indiny

Offige

Comprny shou}
L onjoyment of its ‘Property under tne auty

1 b Thment; that the Water=frontage should be
&8 an integra i

oped by privute

or (2) that the Government

ir
intervene, can only properly do s

by ac:u}

control,
l1scussed near

Company the aren noy leaset tn t
£120,000 ana sub ject to '
Company can induce ti. A.
purchase which e AT
the lease, .
In the event or 1., toverngent U
8lve the Government two yaup
him such pProportion of hig in
of the C(rnmm_\' rg MmN h
control of tne Co iy "or t.ie L g o
the Government will } >
due payment of the £15,250 gr
Company.
Grogan will sel] t- - ver
above defined for 1. e i gl
ment guarantecs the o yImer,
of the interest on -4 £1

r :
0,000 I witli] XNKNFEKY |

which i1nterest w1 ] 1r r.aider ) ;

reduced from 8% to 5%.

Ot®y To facilitate tne fipat .t e

rogan would agree 1 reanect £ o9

to take at the Compn
measuring 50'x180"' )
of interest for i« irst tw
If Government guarantee ) f )
(82 bayment of the £15,253 ground-rant yable
(b) payment of 6% out o wh. 8% interest pay.
£150,000 Debenture 1 ue:(Note.The Debent:
redeemable in 10 yea: at 81x month- n
could therefore with Gove nnent asg-iutance
and reiscued under Government ruarante
rate of intereat.)
Grogan will transfer to Governnent fres
proportion of hie interest in ne
the Government tie voting o nt:

behalf

5!/,/1-3 s

1 part of the Port Terminal:th:
“rate of the Port should be levi
Accordance with the syirit and i1ntenti
hance:that, in fine, there should be n
Soever between the portiosn of tne
vernment at the public charge

‘'t only

ol
1




000 in £1 shares,
S Oorax
»000 8%

to ®
Assets. (1) 800 noro-?

Yo which about 20
The land 1teg betw
frontage of Kilindiny Harbour and between

(2) WAln yarde and the residential area of Hombasa,
The existing deep~water pler at Mbarak: wiw
sheda,q Nge, roads, surveys etc, tire piley
enance ng let at ue,goo per annum.

(3) Concessyon from Government en: bling cor: trucvse:

plers,warves and reclamaticn on tihe whole foreshore

of the Company's lands.
The area affords:
DEEP WATER FRONTAGE 4800 feet.
CREEK FRONTAGE 5200 feet (Note. Boringe n.ve
thie 1e all mud Bovtom whiich coulc ¢t
Suction dfedged to give deep water bher
Titles.All titles have been confirmed by th- Lana Court,
dround-rents payable by the Company are £16,766 per mnnun
£15,850 1s payable in respeect of lana leased from
1story.The Company was originally formed as
syndicate.In 1920 Boulton Bros.purchased 10,000 shares
for £100,000 with option to acquire another 10,000 shap
for £100,000.B.B. late defaulted s to laet payment o
£60,000 and option lapsed.Thereupon Grogan continued *K

developuments started by B.B. and ha: financi&lly nureed t
Company .Mbaraki Pier wi s completed end of 1922 and lewsed

4

is above,The A.W.Co. h nent £ 1 on 1mp vegent L.

and tne bulk of the ex . f the n re v be:

handled over th) Ple: rogr land * & hden

prepared but not yet lsunc
VALUE OF TH: ESTAM "
1e i1mposeible to estimi te
a4 country ut the precent
remembered however that foula
for Port Development strictl,
{interland ure infinite,In tiie
a: New Yorx and Bombay becone
values reallsable within -
following ex.mples of actual
(1) The ldombasa Bonded Warehouse
of some acres a mean rental
(2) At a Government =.le of
plots were sold at prices whic
the capitalised equivalent
(3) Two plots 60'x 150" on t
recently to Sir.N.M.at a rate
well siltuated in Nairohl sel)
lded bazatr areas in Nalrob:
of £10,000 to £20,000 ner acre.
(4) A City Syndicate 1s now negot
of the plots comprised in tie 5
hereto for a cafite]l sum of B
(56) Messrs Boul'ton Bros.
and poscibilitier of * .e
at the rate of £160,000 f
and paid at this rate until
(6) Should the Government rc
Memorandum,Grogan will .rringe
to liquidate the whole capital f
the transfer of the blue-hatched ares ac
thus controlled by Government,so desires.

In the latter event the finance would appear an follows;

Government guarantee of ground-rent would amount to £16,25C

.




2,000 per adnuyn lesving un
10ings of Compeany ere -precti 11y

half intérest with voting cor
1sting of 860C feet of

s of the Estate 1nclud¥ng :
the water front.

ver acre which 1 » lower eum
by Governzent pexblot of 40' x
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