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It wilI .beg enough thererora, to write to th‘

i

3 -backing will came rorward during the moratorium

' g that 1u the oircumstancss the S. or S. did not<

feal abla to re-open the question with tha“*

i

4t Company.,'

II,'_:E I submit 8 draft for conaideration to I.u
%“The lagt aentence 18 intended to enaure that
i the £10,000 p 8. payable by 14 'b'e' bxqe‘s“-'d'i\zvav
g a8 from the date: mantioned inGthe Hagadi Sodav.»a :
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ok iueiat upon the agreed valuﬂfion.'
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ol States it 13 -possible, for ressona stated, that - .
“A[mme.vpropo‘a‘e‘d gompromime will Rg__g.pggyj,,n ptable. i
. 7. .‘n:,auf-ﬂc;qgt:mtrjorrty““dfDe anture holders, o .
ST ShauTd this. be 5o anticipate that I.C,I's offer 0
ot i Bwillobe withdrawn, which will involve abandommenlt
SRR R moTatoriun scheme in'ypres
‘ 4% will e necessary for the

ent-fomi, .In. such cilras

, : _ - Lompany-to continuel -, f -
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Yes. There 1s~:a,"r'éréi~,élncé to this in.the ;aet
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L the I C I.- It followed that Mr Marrmtt's letter alao

Ty wag not read" a.nd the Meetmg nagatzved tne I, 0 heid
< _”""‘_scheme, o T

Lo Szr HY HcGowan Vaaw Mr: Ha.rrxott yesterday
(Sunda.y), a.nd they formed the deﬁmte opmion thn.t B

r . ) '_ term amd‘;\t ig though
t.hat tha rasult mll be that ne pr:gma.’ terma \nll
S e a.coepted. T

r n.nd to the extent of, ita
' .w!.{arriot,t.

'ill keep us mfonned und aa regarda o
e the Govarnor e muat. tolegrnph in order thu.t ‘he may ‘1
. N not ‘n mialed by my air man letter.
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INTRODUCTORY. -
. The objects

ff:hl's;-meetingfwiil'ah-'éagly"havé,:b,éerivméde clear'to ot by

heé térms of the Resolution as set forth.in the formal notice issued to all Debenture- .

holders. ““In addition

you will'have been made-aware by the dccompanying circular v

of the gmgrd,szqugnpe of evenits which have'led up to.the present position.” -

ordingly propose to'devate the greater patt of my.address;to'a further Sl
of those points of defail which are most material to the decision which’ .. "

‘YGu'\viu' har"\{e'tdf’makc.- :

"The present; issue” of ,Kfagadi_ Deébentutes, represents’ a:security- issiied in ©0 T

in substitution for.a similar amourit of Debentures originally issued in 19197

by .the formér Magadi“Sodi Company, with whicl, incidentally; Brunner, " Mond”. e

"and Company Limited was-in no-way: conngécted. " : o
In 1g23-the former. Company passed into the hands of.a Receiver owing ta. -

- = Do) e y .
‘before chargipg, Debentire in
the. e !

“Debentire: charges: 49:0791
reference’ to: the published Bl

ese; have not been .covered by ‘ >
saty moneys; to pay:Debenture inte

~redemption; and a
" will“disclose that th

time:L.C.I. has'

umtulated losses and the impossibility of meeting its Debenture interest, -
924 went into compulsory liquidation. ‘In’ the Same year Brunner, .
Company Limited put’ forward a scheme- fqr- the' reconstruction of- the L

y, which was accepted by the Debenture-holdars and Shareholders-an

any,ls-unfor-tuuatéehistery;—-t-he—}?)ebenttire=holdt:ré‘fw'ere‘_‘given 69

0

by ‘the Court, and it is worthy ‘of comment that, notwithstanding the = ,4 o

provided. the necessarym
31;.and to n_ajdc(:mxthe. Debe
-means of loans to°Magadiz' ' L.C.I. has thi
:. to cover interest and re

.- financial :assistance is in’

. 3oth=June, 19 nture quotd up.to:the:end-o
us provided Mag;
einption ‘as above and to.provid
addition:to-the ‘indirect jassist
.y the loss o “merchatiting in 1930 and 1g317already ‘men

th:,cash:res_qprc‘:es

he new Company to-the par valié of their old Debentures and lost
eir intefest:for two or three VRIS cocni i TN e e

Since that time the Company. had beer’ undef; t‘l?é‘”mahzigeinent' of an‘xhner,. S
Mond & Company Limited, dnd ImperialChemical Industries: Limited, and,.ns- -
‘you are 1o doubt already aware; the Company ‘was:for a few years-enabled to do -~

what it had.never done hefore, namely, earn good profits, . Whilst this was artly -
due to favourable market conditions, it was due even more, 45 has been explained: -

FUTURE POLICY.

ectors-have’ now. been
¢y fw i are Mo longér prepared tofinan

finance any further {r
. for the ‘payment of unearned.

'to youin our.two:circulars; to' the very'great -éfforts made by the:Managers, at;

~no-little-sacrifieé“totheir-other interests, to:placé the-Company on areally sound.

In more recent years,-howevet; even-these great eflorts have failed tor o
- stop-the gradual depreciation of your JO0Ipany-as a profit-earning venture. which */

due partly-to. general worl? onditions ‘and -partly t

PRESENT POSITION,

0"1more -

anent. ;-

- oo I need not re;state the factors-(set out jn the circular) which have hampered:, .
the Magadi Soda Company in-the course of its business.and have led to a serious -
contraction in profits of recent.years, except to émphasise that-this confraction
is one which the Board isfarced to regard as permanerit. -1 do also wish, however,
to stress the fact-that the.decline would have been far .more serious but for the -

.

ing companies-in disposing of Magadi ashi

L

2

“In"these ¢ircumstances. thie S
ny to call up“its:uncalled: ¢apital;.This am
ibutable by - Imperial “Che
rimerly hield by Brunner; Mond &:C
‘the Company would have, after:setting'off i
e £77:000: of. ash. contributal
£46.000_as would be.racov
ts. - As the annual Debenture inte
g losses varying within wide
dlante of cash remaining from
mpany to/carry on for.very, lon

auld, appatently, -be
otints: to 200,000,
some {154,000 "is " conf;
* aicquired the sharesin‘your,
<1f this' were done
-balance .of s6in
“proportion of the Yémaining
. Preferred Ordinary shareholde
- squota’is £49,000'edd, and tradin,
. incurred; it’is clear that the b
‘be sufficient-to allowthe Co!
..+ Clearly;"if: fhere ‘were ‘an oct ‘of ‘the Company’s Te-est:

; 1 the end of that time, the course of .action’
i but_the difficulty 'in which' I'and m
a faveurable resulf

e-fromi:the pithli
rest and redemption
limits are likely ta bhe

the calls would hardly -

“ is that we can’se& no: prospect ‘of ‘such







Secondly, al'thoug}'i,, anw'i'mpi'éve;‘r‘klent‘;_haé. recently beer’ manifested in’
production’ costs; and: general-econpmies- have been made,, these advantages aré -

4 lower/gutpit-and the incidence of iricreaséd railage rates and royalties.. - .

* GENERAL ,éONCL»USIOﬁN-‘.,’ Gl TRy
"7 In short, ther, the preseént position of the industryis
in :a declining market, both-as regards: tonnage-and price.-

that it is oberatlng

to a basis-upon which it can’earn even its Debenture interest. .’

=7 The prospects: of better times. aheadare’being’ progressively “diminished =
-by-the fhefent failings in the Magadi Compaiiy’s natural product, and this might

:.:be described as % _fresh illustration- of the general tendency for 'synthetic products.: -*
to displace  their natural rivals, owing:to. the fact that whereas the technical .®

~problems"of ‘the latter are confined tothe ‘mechanical’ difficulties’ of removing. .- = |

- ‘mregular quantities of impurities, the ‘syfithetic prodnct is constantly improving
its’ position by improvements in the chemistry of the process and a consequent
stéady cheapening of costs. e T e D B

At is not ‘overstating the casc to say that in every single foréign market the

'synthetit;_ product can iow be delivered at a much cheaper cost than natural soda, .,

besides commanding a higher price on account of quality. © In these circumstances -
it is'clear that even given unlimited market expansion and a very much higher price
level, natural soda can only, sustain®its position” with: the. help of and not ‘in

competition with the synthetic producers. .- That is to say, its market would always =~ ‘

counterbalanced by the. increased “overheads which are the ‘inevitable result. of .

i : - We cannot. at:the "
- present; time see any prospect of an improvement suffici¢nt to Yéstore the Company " 7" 7

he/moment and. deal
emselves’into ‘two

ttached R thie coni

<will herefore leave :this point: for

iese autvmatically divid
618, Which; With' ong lextception’
from the. Kenya, Government, and the floating

siopéd

the. Kenya. Government, e floatin ets;: consistin ks, sto
:delgtqrg. cash,étc.;-and; it. will-be~convenient rif :Iy'explain-these jtgg liglf:qdf x
- rough balancé shéet .prepared up to g1st.October. last - as being TE up-to-date '

thamthe_las{publis_hed alance shests:for rg30

Zo i With the‘exception of ‘the Ttlan
" ;- 1and: leased ftom the Kenya' Govetiiieht, and in
.- the leases they revert:to the’ Government if the

-/in 80 far as they come within'the scopé of trade fistur
" ‘options to purchase contaitied in some’ of the leases

situ pon

dance with': the ‘terms . of
es:are ‘terminated,. except. -
subject also to certain -

In these ciscumstances, it is only necgssa}y"for me to add that"I’3ind mY'ﬁ,’ Lai o

colleagues are convincedthat Magadi ‘is’ at-present a definitely . uneconomic |
preposition and islikely to'remain so. FE T s T R L s

S

DEBENTURE-HOLDERS' POSITION. -

Now, as regards ‘the Deber;tﬁré-hoiders, their ée;:udty reéfs‘upqn the vahie S

-of the Company’s assets. " As therc appears to be no’possibility of a-sale.on-a’ =
going-concern : basis; ‘that -value “must “be - a_ break-up:value:~The-assets-have -~
already been classified for. your convenience in the circular, and I will therefore .~/
deal .with. them seriatima R e

First, 4the‘nhcallé(lr‘capi(él due 'ﬁpdn.time_Preferfed Ordinafy im@ dfdinary

. - Shares which .are -only. 209 paid. up. . The,remaining 80%;: represents {200,000
{nominal),’ of ‘which'1.C.1.; nrepliab]e%or @%{154‘,005.",~.Thi5' \?ncn.]led ,céxpital is .
however expressly exclirded by the Trust Deed from the Debenturé charge. " Ttds -
‘therefore not-intended to be a'fund upon which the Debenture-holdersarcentitied
to'draw; and, in fact; it would only become available for the Debenture-holders in

a liquidation of the Company, when it'would be called up by the Liquidatorforthe 750
benefit of the: creditors. geperally and in'this event the Debenture-holders would "~

remaining after the charged assets had been realised. - -

raitk rateably with other unsecured ereditors for the balance of their indebtedness -

e

¥ e

T ‘Now,t}géiKgﬁyég{-G%gémmgnteﬁnvsfﬁéﬁght"t
. V,t'hewleas‘e: upon; .thf:fhap‘l.)emng of any. of the following even

‘As regards 1, the current thinimum obligation is: 100,006 4608 b anmi:
.. which’ is"quite out ‘of - the- uestiori.'fIg’fo'llows"toéi!t,ifzil:lzgts'xgiﬁgpé?‘;
.-vare not likely to-foreclose for- merely, technical hreaches ‘the ledses,  they. will’
w,_;W}pgﬁmnl_y#ak&@mevachm‘ inself-protection unlesC'thiey see any 'prgg ‘;:lé
oL the concessions being worked in a satisfactory manner, This action herr”
~take ‘the form: of ‘a relentry ' under. the leases, or, altemnitively, the Kewy
Goverriment t. prefer_to. treat.the leases .as_still- subsistingl"an‘dﬂ“tofs& e
d . why dg}g}d nade: in’ respect of. its ‘obl; unde

afigure .
ment

o ‘explairied ifi the circu a [ ' ink:that 1
. 1s;any-company. o¥ Individual in emstencémzh%":gggrs'b?g;%t szﬁ hr'? e
 satisfy-the Government.in this Tegard. " Not only therbtoreris pur ions could
: chase, but-we: cinnhot -see ‘any+ 6htsi:ilé :
-Governinent, ‘and in *:
: can be placed. on '




.2 found, but the:land would be'all he would buy, for the buildings é,rej"t},ei‘elict ang: "

6 the Compariy is at liberty fo fear tip the Railway aid 1o pull
ort: Depot and” sell: the. material as-scrap, .but” we- cannot: conceive any,
ircumstances in-which this could be done at & profit. . :

“. This only leaves the Irlam -Works unaccounted for; and I can only say that -

. the baok 'va.h;eyof £19,773 Tepresents-far-more than could possibly be realised for . @ :
-/ this property to-day:  In fact, since 1925 wehave medere forts to.d )
“ of it, but:no offer has been forthcoming. - Tt is just possible that with'a revival of al

edted efforts to dispose
demand ‘for factory sites in the Manchester area a prchaser might ultimately bg

have been ever since we took them over, as.it Was considered a' waste ofmoney ty i
< bring ‘them up to their original condition.agaif... Sl S :

"*1 therefore think that if we allow {5,6_06911 this ‘accotint T ; is';a;_gex;erousf
estimaj:e.t . L L L N ey
‘With'regard to the fivating assets, these have "been valued on the follpwng_'

- basis as at October 31st. . SR
Manufactured Stocks (Full currént nfaxjket,_‘reaiisaﬁbnjat i
" then current exchange rates) .. . X .
Stores Stocks (a). Bags; market price..;
(B) Oil, -

, (c} General @ about’ 25%, book value

" Furniture @ about 25% book wvalue, oo

Rolling Stock @-abbut 27%; book value

Sundry Debtors, book value - ... .
“Cash, actual e

crae {102,037 ¢
Or, say, £92,000, after allowing for preferential creditors and realisation ‘charges.

We thus arrive at the, positionthat. the realisable charged assets would, ds

ai October 31st, have realised (including-Irlam Works).a very doybtful £g7,600,"

or, say, 223% of the Debenture debt. . Tt is likely moreqver that the process of ~

realisation would take at least-two years, ‘and it may well take longer.” “If due
allowance is therefore made for the difficulties in disposing of manufac,t,ureq Stocks,,
I think 'we are justificd in: concluding that something very much und

the Debenture debt ultimately could materialise. RN .

This -therefore Tepresents the' possibilities . of ‘realisation by aReceiver;
and there then only: remaing to: be -assessed- the-percentage; of;u_n‘gz}‘lled.j “““ i ;
which might accrue to. the Debenture-holders:in the.event, of a/liquidation.- In:. oo
the latter_évent the Debenture-holders' would'rank as_ordinary ‘creditors ‘(so fap:
as’contérns their rights in respect of the uncalled capital), and’ their proportion’, .
is estimated to be of the order of from 60% to 80%,.according to the Pproportion.. -
of contingent claims admitted under the Company’s contracts and lepses: . i

As LC.1s contribution to the iincalled capital is £154,600, it follotys fror.
these percentages that the Debenture-hqlders'could expect ‘to-réceive in" due

w

own

. . would be"recdvered is Vvéry;problematical., . But. as

oY of

. eaurse of realisation Jalter sllowing for iquidato
1o £123,000- 0ut of thi mount; 1.e:,;a" furth
debty e T '
i~ In addition thereis boutf‘{ﬁ,
. Ordinary:.Shates which, are held by ‘the,

uncalled ca;p;igalilé;}ljéble on those Preferred
public and the: proportion ‘of. this which

L ssuming that ‘the; whole ‘were
;- recovered and: the: Debenture-holders received -80%, of {t—£36, =a - further’
“~849, of this debt, it will 'be Seen’that even’in ~the. mosi e cor

.50% or 57% is the most that Debenture-holders could expectss
period of receivership and lquidation, . -7

s This ‘represents the best possible outcome,

. “that figure,before .you, but‘I»;»-ca;indtdisg’pise Y "oWn
“‘optimistic, A mean pexcentage figure of 50 was ‘mentioned-in

" have received, but ‘a forced realisation is mich -more" likely;

thegclrcul:{rgny,ou :
forced : in: existing ‘world- "
conditions; to yield .a net sum lying between '40% and 45% of the nominal value
of the Debentures.: '/ G S LR e T
: .. In these, circlimstarces; I and. my c_olleagues,k:pnsnderwtvhat the T.C.I offer
-of 40%" on 'the -par-valiic of 'its" 7%, ‘Preférence 'Shares,. plus the: 3% “TDebenture -
" Yinterest which 1.C.I is prepared to-guarantee for.the second: half of this' year;”
/.-Tepresents a ‘very fair basis ‘of 'excha.nge,-particulérlijhen it is; borne in mind"
“r-that-a higher, rate of “interestis- provided ‘on_the 1.C.L. Preference’ Shares, ‘and”".
= the, Dehenture-holders: »rg:eiVe “a’negotiable. security -whigh' may~in
- appreciate in.capital value;: 5o 70 2 0T R g

LCL’s FINANCIALCIV?QSI‘TION., "
: " I:shonld'now like to yefer to-L.C.I’s; financial . fosition in
+: ay appear at first sight'as though that ‘Company were. paying out £170,000 od,
in’order to acquiré ‘assets estimated to realise some £100,000 and to’ obtain relief -
./from-calls on capital‘of £154,000° (i.e.;'£254,000in all). " First of all ther; I would "
. remind you'that if this Resolution goes “through, 1.C.I. will lose the amount of jts-
““loan:ta’ Magadi (about’ £77,000)" which;:if: the business were:continued; It -cowuld
. récover- from its liabilitgr.; on the uncalled: capital.
o £177,000,  In addition” Y

: This reduces:the £254,000'to
C.L's'guarantee to . the Goverament ‘of £10,000 for ten .
. .years, and.the annual costof maintenance, réprésent a capital value to-day -at
6% of ‘s,pme,_'{gﬁ.ooq.,-ﬁurther,J.C_.I.' will-have-to-bear the cost of ‘closing "the
* “works, ‘giving” due “Notice’ to staff; repatriation and similar” matters .which it ‘is
-.estimated will require o' further. capital $um of some £33,000, bé&ides'which there

~-May be certain heavy claimis {rom; gontingent creditors to be met." <
e In these circumstances; while T.C.I savesa et capital call of some. £77,000
. and receives'a doubtful frcn.oupi\votth.‘of»a_ssetsa‘svwel],-makl 52y, LT :
+8ll, it is committing itself to the following outlay 1~ .-

=0 > Acquisition of Deberitures (appro&imatelv
-."~.::Interest for'second half of XG3T: Lot
o0 Capitalised :value of payment to:

Looniraocost of maintenance 4
~"- Costs'of closing down’ -




50 72 T addition to  this; £314,000;:1.C: I

“_ liabilities that niay.axise upon contingent:claims fofi Teditors! 1
be observed that so far from: making 2 financial gain on’the deal, T.C

- :making on balance a considerable capital'outlay; viz,, {147,006, Which it
the risk -of being able to support out. of the manufacturing ‘ad

-, anticipated from the proposed moratorium arra) T

5 will'h
Has'to tak

CCONCLUSION, -~ - "=l e
7 T have now given you'a general outling of: the
stances in which they have heen made, and my.colle

- have your :gll support for the ReSolitioh now befors

%o Leel, in-conclusion, that T ought to ma e it qui 3
no dircumstances vary or increase the-offer-which-h been ma

I hope you will'agreé is fair. and ‘generous tinderall ircun
If this offeris:not accépted and the resolution is'notc:
and the Debenture-holders will then:be left in the Po
thefrsecurity. © oonooo o TR
1-shall mow. be ‘pleased ‘tosanswer any: questions W

put.

.




n addition to'this, ;£374,600; L.C.I. will:undér:the schieé &' tdke’ over any.
bilities that niay arjse upon contingent.claims. from. creditots. -1t will‘theérefor
e observed that so_far from’ making.a financial gain on the deal; 1.C.I. will-be
«.;‘making on balance @ considerable capital outlay, viz.;£137,006, ‘Which it Has to take.
o -the risk’ of ‘being able to support out of the ‘manufacturifig “advantages'to: b

anticipated from the proposed moratorium arrangément; el

CEONCLUSION,: - Ll el
ShLa T UL havé ow given you 2. general outline of the proposals dnd the circums
L “-stances in which:they have been made; and'my colleagues-and I trust that we shall
..+ have your full support for the, Resolution now before you. Gl
5 v T feel, in conclusion, that T ought g make.
no-circiumstances vary ‘or increase the offer-Which has-

~+If this offer is:not. accepted and the resolution is not carried it ngt HéTerewe

and the Debeénture-holders will then be left in, the position of having to relytpon
el sRCuty, s e e e Rn T U
I shall now be Pleased. fosansyer any quéstions which you ‘may ‘wish to . -

put.
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Dear oar m:mr wumn,

ba.nk, S.ﬂ.l. o

It is amttax' cr groat zeg:et to m thaz I am

S unable 0 ntwm o umm of the aebentum-nomem on
.10t Deccmber I mld aaryorthmforo kzndly to

oxpreaa m.v viama to tha Leotlns on the 'propona),u bemg pov) C)
befcrctnmn SNSRI g o

-‘avare, an imeptmdeni nesber of mo Bonxd . z:w—zunt«—««—- e
; ‘duty ag representauve or the Oovemmnt or Kenya 1s—to~aee—~~ i

'Va mnncx- thnt wul ‘be of groa.taat benorlt to Kum colony

I nm. ag the Debcnhuo—holdm aro mohably s

thnt tho buelnenn ot tho !agndl ":oan compaqy iu oanduot.ed in “‘

1 ‘have becn oloaely cannaotoa vitn liagadt. mre:

Wsinca tne ruat Ganmny vaa tomed am hava h.ul axccﬁtionb.),

i ; op,ormnuma for- ntudymz thﬁ r.o:unon s n has mmnmt
'fro'nyuartoyr.ﬁx.;. ;

mmnmimmmym only bwnhbloto G

carry on“aurlnc tho paut fen yearn boczmso n hzm been




,‘ nssoclu.tad ntn 1.G.I.. ;g
R - from: that COrporauon wholel

Yk mamxtactunnz m:q axapoamg ot m pxoauc: i
4 ‘ 'mB wnlch '19 the

azfordad, is not a.ttracﬂve to the xenyn‘ oL
“of tne n1gher trmport aouts and xeduced royaluea-mvolvad

~gnd um ‘moratorium coupled with tho anmml 'pasm‘t
" has been arrlved at a9 mss sul.tnb‘.la t ;keep 1!15 cmq’any,in

. exinmnca

'me con nt ars vunng to entor

Imparla.l mealcal Indun i.e - A
tha future of the

a.rrangement becmxsa
ed to undertake ma*raaponnlbxuty !or

g ~~"_<,

g cmpany, .

. I am dennnaly f f ﬂle Opuu.on thth‘n lt lB m~the

) ~ best lntarants of tho uagadi CDmpam‘ toat s armngement i
.. 'sbould bo oonfimed ond- the ‘atercata of enya: CoLony Wil
- ,%e best eerved by th&adopnon 01' the prapoanla now. hglng-»

B mftag‘ S =




“The
b2 ;o“thvumul&ﬂgsuéd by s Thduskxial

nndGanaml'I‘nmtoppoungthéoHanndo
w debentifraholders in:tho Mcguh Sodn

) linh‘ed'u roply.:" This doals with the profit {
~+{of £9532, after providing for dobenturo
ifitorest, ﬂmh wag mndn y . the -
Company in: 1028, It is - mmd lhat for
ths year d 1928 - nd’




i

§

tE

T

i

]

i

&

041













fﬂu.i or Decamber 10 oo

f.heu- nghta

Magadi Soda puny

surrender” by,

for Saven per. Cent. Pro-
of Tinperial

ferenca g
Austries”at the'
Hor 2100 ‘nominal “of. -Debentures,;

@ circumatan oed that have lod up to the|

proposal, and. the ccnaxdumﬁom wlneh :

Jjudgin, thoomxrm.ecomuen Inal
udg;g huabeen

cireular thai
Impenal * Ch

‘ ] pany.” The solo

which - ‘call: 8 minimum output
otlbo.mommofﬂoda ooudisﬁfr
annum, paruxg s 3
l&zomwnumt.lcg wiﬁmmxmy?

vernment: an- anj yment” o
'£10000 The moratorium gp:eoca{tamd
can

‘Ina)is
rate of 40°£1 Preference

'JDobuntuma {or. cancelln.! y

hPh Brunner Mond and Co, contrals( - ..

ded
conforred by the trtang dco‘(g
ol!urhof T1CY. s vnlmt. to” an

tion of 40 per cent, of
the par valuo of tha Dobeuluru, to which

| must bo added of Deben-
i} ture interost, wmchg:: becnenmad
. ror the ourrer(l hu;L ,

»
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: cover Debenture mterest and Debentum redemptwn

The reagona for the di lme m the proﬁtﬂ-W}uch Ane hhe vxew
of ‘tha Directors, are hkely to contracb iurther—oun be shor ,y' ;
: summa.nsed as follows :— - : i

Ay T explmtatlon of “thie" natu.ml‘ bqu.'ixi"'LIikev"f'. e
" Magadi he Company’s sol8 ! busiitss, ~Owing to the ™
f}}re&ent in the’ raw sodn. it has' been xmposalblu‘_«,». -
“economically’: to ‘produce " soda- equul‘ i quiality m}d .
appearance . o synthetw Soda; Although resen.rch hag'
S " beenl ca.rried on contmuously Do economic: punﬂcutxon
©x 7 -process " hnd; been - distovered - wlu h, would unprove the' o

" quality -of fogmh sodu. LalEE e
@) 'l‘lna defect in tha q\mhty of the soda coupled with”
" considerations of cost and rail and sea frexghts, havudeﬁmte]y
-+ limited the: markets for Magudl soda, and the Oompany has;
: nccordmgly fotnd;tho Far East—Japan in partamﬂar—mld; :
; to a lesser extént: South Amenca, its: main outlets

“impuriti h

- (3) Dven then, however, the stendy incroasein’ tho
G Uompzmya snles recorded up “to 1028 ‘was only obtmued'
by a déliberate poliey’ on-the part of Brunni “Mond & Co, -
-+ Limited (ag. -managers “of tha Compnny) of foremg sales By
o displacmg as: nmch i’ posmblo of: their own ;products. - The.. .

: f's\Gompuny hn.s no oontrol, been 2 senioux oontmobxon in thé S

: ** markots for Mngmdi soda, whloh ahowa aigns of permaneiics -

L . more especially-in Japan, where. the' loonl produoers,-with'
. ~the'nid of a- tnru'f, hn.ze_p_een gradunlly increasing :‘their

e share of the. trudo uud are:now in o pomhion to produce. .
: :ﬂ:,:,x’ T 'approximatelyﬂo per cent of Jupnn’s present mquu'emants &

sms—wsmo-.um : . ST '3 e




-(5) Notwithstanding this ‘vontraction irf the markets ..
: Which take Magadi soda, the Lompany, are oblignted under -
“tHeir leases from. the Kenya Government-to double” their
- present minimum output from the 1st Novémber 1031 and
fo produce. a ‘minitium of 100,000 tons of sadn goods pa

nnum or.-to: pay ‘royalty ‘and “railway - freight  on such’
Incréased minimum quantity, if not produced.” . N
: 0 ‘The prices for sods, oven in such markets, a8 are .

75, available for the Company, have declined to such ‘an extent

 that in the aggregato Magadi soda cantiot be sold at s figve;

of the Debenture inferest and Jéave tho Debsiture-holdera:
*"dach stepa 5 ‘be advised to enforce their. soi

- which will cover overhead oharges (including Gbsolescemice) -
“.and debenture interest, s On the other hand,-Magadi prices . - -

+ Debenture interest and sinking fund' and- any lo

~—have reoeiit 1y received special protootion in that the aggre- . . -
. gte Price’ realised by thé selling ‘companies controlled by =
Tmiperial Chiemical Industries Limited has been far leas than
the price returned to-the Magadi Sods’ Co. Limited., This,
" fogether with"thic'sales policy roforred to nbove, has been
‘dite: to. the strong” offorts” made by Imperint~Chemical -
" Industries Limited and its subsidiary companies, such ag. )7
Brunner Mond. & Co.. Limited, to ‘give the' Magadi Sodn ~ -
-Co. Limited every. poaibility of making good. e e
“T4{T). The inidieations. now being that. the Company is . "
_never lilkely 19 achieve success with the prestnt. quality of -
the’ product, Tmperial ‘Chervieal Industries Limited have
“decided that, in" fairness’ to their: own shargholders, they:
cantob any longer show any special diserimination in favour
of the Magadi Soda Co. Limited, with the resulf that the
latter must now 'u,b.ide by-the full economic rqgulﬁé’bf the
. inhereﬁt defect of it;s"p‘mdu‘qt.r '.;/; s e e

3

Since 1920, Imperial Chemical Industries Limited {(which now >
controls the ordinary capital of your Company) has sdvaficed the -
Company without ‘security. sufficient, - moneys " to. ‘enable . ‘the
Companyto ‘carry on'its business, In view, however, ‘of the .
circumstances. mentioned “above and the -doubtfulness. of the .
Lompany ever being restored to s profit-earning basis, Imperial * .+ >
Chemical Industries: Limited “hos -decided “thint it ia"no" longer

“prepared_ to. continne- financing ~the ‘Oompany: “under 'e"xjatjng*""?;‘f“" T

conditions; R,

Under’ theée ‘circrimﬂ;aneea : ktl‘xe inltam'a‘t.iveé ! heforé the

-7 eonferred 4byg£_119;_'.lv‘mstf:De'ed' _
;2 Company it would be ipplicable
- ond nnsecured créditors,

i can -hd' found o, §

holders, aro either to carry on its business with its own Tes0NrCes, =
which would necessitate calling up the un led capital (£200,000.
vominal) ot its érdinary tharesand. applylng the mongy: o
obtained in repaying the-balance. of tho advances -of Imperinl

Ohemieal. Industrics. Limited (g b s ;Y and mecting

Company, in'the absence  of Bame comproziaiss with the Dehanture:

conditions® which- wonld “enab
‘. produge at s profit batore the amount'so, ok
ara. exhaustod, o elserfor:the Company to default in"5a

Ii the increaied athn obligationa:

. /(s) The oluding* the
" factory ‘at’ t ‘Wworks; "all

The uncalled eap spocifical y.excluded frof'the chiarge
;+Therefore in s’ liguidatioti-‘of. the:,
Toteably fort niefitof secured -

- Tho_concession,
works, . only ‘repre

‘at ;sﬁeéitl' egl

92 years still to run’sand althoug

. it:18-evident that any;guoh ‘claim: might: very suriously - diminish

2 yeara. rand although the Kény, Government would - -
only: be unsecured creditors’ in respect of olaim . of ‘this nature -

B8e8 -on Workdng
— - TR T

‘2

-the..valuo.. of -the - Débenturc-holders' - rateablo- ir
< unealled eapital, o




: them and the ultimate realisation ﬂguré
o Noththstandmg “this, "

" As regnrds the mnnutachued stocks, stores and ﬂoatmg uassfs,
t would ba & lengthy;- expensive nnd‘ﬂfﬂiou.lb ‘matter to fealise
tremely problnmatxcal

of the assots and linpiities 0s at tha 31at Octobor .

: assets;' snd'in m‘nldng'pmvisioii‘fox"

e R preferential and ‘contingent liabilities,”the  Directars have neces: -

'th the Magsdi Soda
. arrived ata tentaﬁve arTibgemant with ‘the
"Ken CY Govemment und whmh, in’ comsideration’; of
Axed’ nmmal yent, of £10,000 tobe g'unmnwed byNImperinl
Cliemical Industries Limited, and an und that
Comypany that" the  property all. be :mAintain ",tl;e
Governnient wxll,beprepsredto waive for a périod up Lo ta

i "—“amly_llad-to ~bake-their-figures on s estimates; but they have gone i

“into all the facts' and ﬂgures with~ bheu‘ -experts:
- and from every angle,and have’ faken due account o
holders’ rateahle interest in. the uncalled’ capital,

RN w}uch suIs is eqmvalent to:(say) 50 Pper cent. of;
- Debefitare debt. . The Du-ecbors consider this is a

t‘mOst carefully;
the Dabenturo-
Tt would appear

; 'iron_lthlsstythubthem;mghtpossxblyba,afteruIengthypenodof“' T
- ”recewershxp&udhqmdatlon,nnetreahsutxonlymgbetweenﬂﬂO 000

. and £920,000in favouraf tlie: Debentnre—holdena, the méan of e
the outstanding D
Tensonable basis”

on.which the Debenbure~holdem can- form ‘their-own ~Views/as to

the fairneds -of ‘the offer. made’ by Impenal Ohermcal Indusmes ‘

Limited: whmh is detailed below:

S

" Tn'$hess’ cxroumstanccs, Impenn.l Ghemwul Industnes Lizmted

whlch would be ligble fur 8ome.£154,000" of the uno&ued onp)tal o

é.dvn.noes of £ 7?, T
Proposal ;—

- (&) Imperial Chumcnl Induntrxes Lumtcd wnl! plnco nt
.-the dmpaul of tho: Magadi Soda Co, Limited 170 ,280 7 por
‘Gent: cumulunvu prelerence ‘shares of £1 each in’ Impennl

(B). Thess s]mres will
. : Debentura—holdem .in’the ‘Mg, agadi: Sodn Co.

Chemical Industms Limited credited s fully paid. v L
be issued ‘and - gﬂottod to tho

rato'of:20 of such shnres for every £50 nommnl of Dabaniurn,
in satisfaction and. duohargo of theso Dabcntures, which will.-

be: dehvared “up to lho Mugs.dx Sodu
cancellation, =’

Cn. Lumted or ’

yem'ﬂ‘the eovennnts in:the! leases bindmg the' Msg}_’
-Oo.. Timited the’

T

; obl!gn-
" i Keny: p. Govemmen‘l: ‘nnd the llabllity
- Which -will "hs- sntailed by. the serviqe

-soda.

eference :

- ehares proposed to be issned.

: concessions to'bo'’

kept ¥o with % view to the Mogadi- Spds, Co. Liniited:
“To- commeneing productnon should, it at. some*mter date
(contrary. topresent eipeotations) bacome an’ eoonomio :
g propoaitxon to: produce ther: »

e ImpeﬂnT“chouﬁcal Industries Limited have entered into an:
lm s ggrement with the Magad_\ Boda Oo. Inmlted, Qesigned to give

e.t’fecf.-tosthesmproposalsrbntf-thm agreemont"is, of "COTTAG, con-
ditional 1iponthe’ proposals in 'questlon being- snnetiqneq-'_liyftha -
Debenture-holders by" means” of an’ ‘Extraordinary Besolutfon;
‘A meeting’ of ‘the Dobenture-holders will® ;accordingly ‘be ‘héld at -
‘Wmohcs ausé; “Old’ Broad’ Eﬁreet, E03, on’ Thurs?uy, the
10th- dn.y of Deoembsr 1931, at 8 o’ulook when the history of the
Magsdx Bodsa Qo, Limited anid ’bhe nafure z

(C) The - Deben!uro-holden mll ‘be psid on thu Eist,

Deocember next “the half yos

‘ : ‘s interést p
.De}:untures‘on that dats, and

" Imperinl Chemical Indu:trielL

10 profarence shares issued. to
'thom wxll carry dividend s from the 1st .Vnnusry 1938,

(D) In? “return for - the lnregomg, the Magadi Soda- Co. B
 Limited wnll issuo a frosh sorjes of 6 per. cent. Debentures. to

ixmtodtothenggrogntsnommﬂ i

aynhle. ‘on™ he T

(1)~I‘ormnl notice’ of the; ‘held on
10th day - of Decexnber - -1031, which noﬁoo sets oub the
Extraordinury Besolntion to be propoaed at thnt 1

: ~whish it is ho'ed that you wﬂl
and retirn forthwith if voun are unable to be presar
ab the meotlng g ;

valus of ‘!250




eopxr ot t.he agteament between the Gompnng Imparin
anucal Tndustries: Lmuted referred to nbuve is’ nva.ilablo foi-

N due oourse to the London Stook’Excimngefbr an official quommon A
o for the preference shares of Imperial Chemicnl Industries Limited:: SR
o proposed ‘to-be- issued “to~gi ‘qﬁeot'to these propdsals On tho VLS

ey .- basis of the preseiit market

VEEY

“pro =
. o' oaoh 5100 nommal Dabunture PR T
; *the‘%Déi nture~holders will: receive-8-per: <centi-intorest; ot
1eu mcomo ‘tsix, for 1he half’ ynnr to the 8ist Decemher 1931 which
il not have heen: arnéd, as“well as dividends on'the prelaranco
shares of Imperml GChemical: Tndusities lelhd du.nng ‘the ponod/

: :vaab Deed namely

BDSOLUTION

that would ba requu-ed for tho renlunﬁon ofthe’ Dobanhno-holders
secunty. o : . i

B _,'l‘he proposals oi Imperial Ohemmal Inﬁust:nes leited havef R

> QjBeen caretully considersd by the Board of the Magadi Bode’ Co. '
- Limifed.” Tn all’ the caroumstances the; Diréetord are” “definitely "
of opinion hat lzhe offer s one y,hmh lb uld‘be m bhe inmresm e
of the Deben(:ure-halders o accept LT :

- Yours fmthiully, -
- For THE MAGADI SODA COMPANY . LIMITED

ot ‘That t meetmg of ‘holders’ oi Debenturés’of : ithe. Magadi
VSoda Company Limited.constituted by Trust Deed, iated the Srd day
“of March 1025 nnd made betweenstlm Oompnny of' the one . part and
‘the Royal® Fxclmngq Asguruncc - Trostees of thy’ other'parr(wIﬂch"
mooting has been: “duly-conve ‘uane-tojhmpmvmmns ptained. .
cin Oln.use& 14 und 16 (3). of. the “Prugt Deed), hereby aanctxons xmd
declares bmdmg upon all“the I)ebnnture-holders the. followmg coms
5 promise of the rights of; t;he Debentm-e-holdors agoibst the Oompnny

By Order of the Bonrd, G e
"K_. ’E.;-‘GAWLER,

’uompmy‘n&mely =

S (A) The ‘Qompany ahall procure 1 perml Ohem.\cul Industne&
5 Lixmtcd ‘(herainnfter ‘onlled Tmperial ). "(in - pursuance. of “the’

s Secretary -

;aud. its_property charged by, the said ’.l‘rust Deed proposed by the - e

u,,u.emenrbetween “theCompanyaid Tmperial dated bhe,.‘aeth
.17 November: 1931 Whlch has-been laid hefore t %eetmg) o, allot;.
: -and issue to- the sevnml “persons who' ox;%st Jummry 1932 are

.. the. regmterad holders of \tho" Debentur ereinafter called W the

:;Dob‘en’cum-holdem”) ~£170,280: (nummnl nmqunt) ot“?r per’ cnnt" :
preterence shares' of Tmperisl credited naixﬂlppniiup,xmd ranking.

= for ‘dividend a5’ from " thie~1st" January 1932 7in’ propormon to the

LY

: ;;, and isaue to them reapeutive]y ol tully puid 7 pex' cent, prefmnce -
B LARWEIe 17380 el

respncﬂve‘holdings of " tlie" Delentures: g8t the Tate ot 520
~nominal nmount ‘of ‘such’ pteferonco shares for evary £50 pnnoipnl

. nmount; ‘of’ ‘.Debenhu-es held) such preterenco shares to rank’ pars. -
passu inpll: respcctu w:th -the issucd. 7. per cent. profemnce shares.

of Imperial.* In the case of jomt regmtered holders of Debentures

. the: preference slinres to: which tlmy ‘aro-entitled almll ba allottod

to them a4 joint” holders, * 7" :

(B} Tho seveml Debenture-holdera almll uccepb tlm nllotment‘




-31st December ]931,, ‘and (sub;aet to"the dite”'payment of
: Hinlf-year’s interest payable on'the-Debentures ¢ on the 315!; Dacember
1981 and to Imperml rendeting. the said pre!erence al;ates available
-7 for ipemestoy the ;Debentuire-holders -ua~ afore: d)ftﬁé,Deb'éntﬁi-es
: f : ehall as from the 1st Janum-y 1932 confer ﬁpon e}seveml holdars‘
: 4»,‘ " the right snd the right only to- hnve allotted nn vmsued t0: them
T ”’““-‘ﬂle ‘fn]ly‘pmd—preference—shar iperial-to=

(o) The Jegwter of tha Debent'ure»holders shall be olosed by

5 f-the Company at-mxdmghb on the 29th;’ December 1931 after whick’ -

" ‘fdnbe no further transfery of sny of the Debentuxeq shall be rncogmsed,;?
i or regmtered S et B

(D)*Tha*cerbxﬂcates for the id 170,28 tully.pmd preference;«
shares of Imperial shall be mado oub by Imperml in the names of the ;
De‘bentnre-holders to_whom the same sre “allotted as aforeazud and -
_delivered “on “the: Gth January 1932 f;o the Oompa.nys bankem

7 - Iloyds’ Bank’ ‘Limited,’ atter: which: ‘date- ‘the  same: shall “ be'

L available fof dehvery to the several Debenture-holders ipon: theu'
clnumng e same “in -manner presunbed by “the “Haid Bank
. ‘Accompanied by dehvery up: of their Debentur T eancpl!atlon
‘and suoh’ eyldence of. xdenmty»on,mﬂo_as_tho-smd-—
parhmulm- cuMy reasonably Tequire::

(e)- Upon its bemg proved to.the reasonable samsiactnon of:the
Trustees ‘that - the half-year’s interest: on the Debenimres to_ the:
) 318t December 1931 has ‘been pmd and: that ‘the said £170; 280. fu.lly,
T L pmfemnce shares: of Imperml hu.ve been duly- allotted-amf
T Jssuud_anithe.c_, ih@mi.@!::‘igli.v_eredftoihh:B&nkem:aforesaid‘
Jontpany’ Il costs - charges and -
expenses payabls, to the Tmabues ‘under the’ md “Prust Deed tha"‘
< Trustees shall ut the re‘q’ix?st and coat of the O ender
2 -~ releasoto the Compuny of ag'it shall dii-eob'f‘nll‘,th‘e' yropei‘tyf bmirge
B bythe Trust Deed freed atid ﬂlsuhnrgod—irom the Jprinmpnl pmxmums :
e ! and intorest of the Debontures” and a1l other moneys seoumd Dbythe ook

snid Trust Deed and such. releagp and: surrender shall Te. bind.mg‘ SN

upon nu the‘D‘benmm-huldem 3

Dated the lst

GAWLER, sl
L Sgerelary. o




“shares of Impsrial at the rato sforesaid in full & tion and
discharge’ of. the principal of their Debentures and sty premiums”
-~ thoreon ‘and- all: interest. to” accrne . thereon -subsegmently: to° the
18t December 1931.;. and_ (subject  to. the due ‘payment of the
half-year’s interest payable on'the Debentures on the 31st December-. -

931 and to Imperial rendering tho ssid preference shares available
for ‘issue: to-the ‘Debenture-holdérs -ss aforesaid). thé Dabentures:
“.".:..- shall'as from the 1at January 1932 confer upon the several holders
g . the right and the right only to have allotted andissued to them . o
T T T ﬂeﬁmaid*pretergncofshmﬂfp-lmp‘er‘ial~ﬁ9—which~therm P

- entitled under'the foregoing. provision ot -this resolution,. . "

. :117-{0) ‘The register of the Debenture-lolders shall ‘be cloged by = -
“fizs v Cothe Company ot midnight on the 20th Decembir 1931, after which - - =
Cetioo e dateno ﬁuth}ll.@_nafﬁzsﬁo_fﬂ!;xﬁi*the,l),ebenturesjahallberccogniaed e
: #.0- -or registered. s SR

':’"-’“4,—’(1))-“‘5[’11&‘cafﬁﬁcatés"fof‘the“aéid" ,280 Tully paid preference. . 50
.. ‘&hares of Tmperial shall be made out by Imperial in the names of the '
i -+ Debenture-holders o whom the same are allotted as aforesaid and ..

- delivered “on "the: 5th’ January 1932 ‘to the Company’s” Bankers - -
« - Dloyds  Ban¥ Limited; after, which date the. same< shall "be 1
w7 mvnilable for; delivery to- the soveral Debenture-holders ipon’ thair - :
“claiming ‘the - same.-in . manner  presoribed by “the “said. Bank T
"~ accompanied by delivery. up of their Debentiires for_.cancpllation . .~ -
..and such- evidencs ‘of identity -or. title-a8 the:said - Bank-in-any b 7o 0
Dpartiotlsr case' may reasonably require. I R e
(E) Upon itg being Proved to the ressonable satisfaction of the . = < e
Trustees ‘that the hslf-year's: interest on the “Debentures to the.. Sk
315t December 1931 has been paid and that the said-£170,280 fully -
- _.-Paid proference shares of Tmperial have ‘been dulyallotted -an
.- issued and the cértifleates therfor delivored o.tho Bankers aforessi
and. upont:.payment by’ the -Company of " all costa “charges  and
expenses payable £0. tho Trustees under the said: Trust Deed the
“Trustees shall ‘at"ths Teqiest and cost of ‘the Comipany snrrender or . -
releaso to the Company or as it; shall dircet'all the. property charged " " i
seve o by the Trust Deed froed and dischargéd4rom th principal preminms . -
+-and interest of the Debéntures and all other monoya secured by the ..
" #ald Trust Deed and such raloasp and surrender ahall be ‘binding’ * -
7T upon'all the Debentusehiolers;— e

Dated tho 1st day of Decomber 1031,

By Order of tiio Board, * ..

Ny 4 A B aawmem,c
S L. . Beerclary, . =







confirm that assumption, but reserved

‘the right to postpone~

his final ; ceﬁt- e

uwuﬂw o
ance 01 theLgrrangementssuggested until

=

the Governor or Kenya had had an opportunity

01 expressing his views.

fJ K talegram hae now been received

fﬁom‘the Governor indicating fhat ha iB

a0

1ot entirely Banisr

ied witn ‘the arrenge-L;

ente grogoaed ror valuing theJ

aould lAuilit&te conclderation by the

= 4

of S. or the: viGWs expreased by'

X Joaeph Byrne iF, Qp could: be 1nformad

rg, preciaely or the meaniug attachad by

)erial bhemical lnduutries
C(uu& £

5 Sy D
Setgit =anheir letter of z4tb Soptembcr K?l 3 ER

to the word

’
f.am %o reqyest” that ha muy e

iehed with o denailed He

t 'the "éa‘aetq"' ¢ .-







:would be prep ed prwr to moratonum to: agreervn.th tham a
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