
TULE, TRA)E RVIEW A.ND ONFCLMA.OTN. F CONýMURCfl.

TRE DEET OF CANADA AND QtTEBEC AND
ONTARIO.

TRIC ARBITRÂTION.TDE foiiowving la the firat portirrn of the Supplemen-
t&ry Retnrn to the Âddress of the Ontarilu Legis3-

lative Asscmbly for information on the above subject:
OTTAwA, Nuov. 2Ist, 1868.

Sin,-Your letter of the 9hh inîstant only reaclied me
on the l6ih. on my returu trom Q ehec.

The communication to von of thie satement of affaira
haviug been onît iniormal, with tihe object of eîicitlng
a like informai exprescion of opinion on the varions
points involv. d. before the Dominion Governmeut
Inally determined the anmunt of debi. I Uad not, look-

ed to being put lu posseýsion of your c1"nchusiona lu
the formai shape in which you have uow conveved
them without soure inrther intermediate discussion
But I accept by anticipation liais expression of your
views, and 1 hose no lime in repiying as far as neceasary
to the diffèrent points raised by vou.

I tru,t, lîowever tUat you will pardon my saying
that we wii both encouniter difficulty lu arrîvîng at
common conclusions, by arîempting lu di.;cuas the.e
questions in writing, and that more progreas would
have been made in narrowing the points 0f differenc s,'liad much ot what yon now advance lormed the saU-

ject 0f" oral discussion.
1 feel vsry strongly thie duty of dealiig with the

finauîcial Interests of the varions Province, in their re-
lation with the Dominion in a meit and hUberai spirit,
sud I amn solicitous that the reai intention of the Union
Act as to its finanilial provisions shonld be laithfuliy
carried ont as regarde the fiur Provinces.

I amn sure that you are octualed by the came desire,
and whilejt is the dîîty of Ontlario 10 see thtt its inter-'esta are not overlooked, you would nul seek to assert
for Ihiat Province an luterpretation af the Union Act,whicb would be unlair 10 the other sections 0f lUe Do-
mninion

lu this belief I trust that the observations 1 have 10
offucr may lead 10 a m:>dification 0f the vmiewc von bave
put forward with reference ho certain items lu tUe ac.
counta.

lUhe points of primary importance 10 which you cail
attention may be reduced 10 five lu number.

lat. That y ou wisb the three railway debte due by
the Great Western tUe Northeru, and tUe Grandl
Trunk Companies to go In diminution of tUe debt of
O)ntarlo sud Q uebec ah hhsir par valne.

2nd. That he amount dite by the Rank of Upper
Canada should be taken at its face by thie Dominion as
a banker's balance, and deductsd front the Provincial
deU

t
.

8rd. That ail investments by the late Province 0f
Canada ont of trust moneyp, and ou account ot trust
fonds, should bei rehalned by the Dominion at thîcir
lace, that the teush funda slîouhd be a liability of the
Dominion to thîeir full amount. but tUaI the Dominion
should keep as assets, and deduct from the debt oif On-
tario and Quebec tUe full arnount oaf thiese invesîments,
wiîether tiîey be good or not.

4th That the wbole oU what is termed indirect debt,
incurred for account. or as security for varions institu.
thons, shouid be put on the saine footing and deducted
abgololely lrom the grosa llahilîty.

&hU. That you do not consider the propsltion tUai
tUe Dominion shalh pay five per cent semi-annuaîlv or
tUe amnont at tue credit of the Common School Funil
-U. C. Grammar School-Superior Education Fond
L C , iuciuding the Superannuated Teachers' Fund
thme Normai lichool Fund, one which can Us entertainec
at pressut. but tUaI it ongbt 10 stand over for Inde
pendent negotiatlons at a future day.

'ruese five heada comprise the différent points raiset
by you ln lUe first ten paragmrapha 0f your lelter, in re
ference to tUe mode of stating and dealing with th
debt. 1 wili notice laier those paragrapha wlîich reteî
to the miles proposed 10 govemu transactions since la
Juhy, 1867.

iI. Tfmen as; to tUe deduction 0f tUe three railwa
debta msntioned by you.

1 foarbear sntering into a crilcial discussion as ho tU
strict legal interpretahion of the Union Act.

I cannot. Uowever, agree wth thUe views you put for
ward, for, hested even by the strct rules of leiai con
ttruciion, 1 subii and am advised that tUsse amount
are to be considered the absolute property of the Do
minion, for whicb no allowance la to be made 10 On
îario and Quebec. But indepsndently of the arguruen
derived from a correct roadin g of Ithe Act, I under
stand 1h was a mîtter 0f* compact hUaI those railîwa
alebts should become tUe absolute property of thi
Dominion as a contribution by the late Province o
Canada 0f 50 mucb railwsy property in returfi for asseS
of a corrsispouding nature via., railwavs costing $11
U00,000, conhributed by New Brunswick and Nov
Scolie, and for whicli no allowauce wua made ho thes
P'rovinces by way of reduction in their debt. 1 ai
sure it wil suffice 10 mention thîs arrangement as ei,
isting lu tUe mindg 0f tUe framers of tUs Bill, and thi
(iovemnmeut oh Ontario will thinir It unnecesary t
discusa tUe point, and will flot onîy wlthdraw th
objections yon maire, founded on the literai wordin
u thUe Act, but wilh be tUe firat to urge thai an mine

pretati in shall be given to It lu consonance witi i
underatanding I bave meulioned.

I do flot. I thîhi, mistake tUe aimx which I believ
ho be common ho us boîh, via., to ascertain the real iu
tention in tUe minda of thoge who epres;ented 1h
varions Provinces of tUe Union when the Act wî
framed, and to give a broad aud hUberai interpretatio
ho its msaning, 8o as 1.0 carry out those intiention
rether lUan ho strive for sny more favourabis coi
struction eihber 1, thue Dominion or to any of tt
Provi-ces, whhch strict mules of legal critlclsm mugi
sanction.

2nd As te the debt of the Bank of Upper Canai
your argument seeme ho Uetwo-fold bat, you 0081en
tuat It as a banker's balance aud that on a correct i

;~rpstatog af ts Ate lao be saumud eh ilts U0'nl u

figure wholhy iuuespuctive of* its real vause; sud 2nuiIy,
von eay tUaI the Dominion f;ovcriimeiît, and the Do-
miniton Goveraumeut, ahane, hie lfile powser ho mate at
worth ies lace. and thuat, Iierefore, if the Daminion
(overnimeîît abtaiue fr ým ûxprrcising Ihat power, if
onghît niot to subjeci Onitario and Qnetec 10 bass. MIy
rep y to the first poinst (kpppi,,g iii view thie principces
0f construction t0 whîiclî 1 have juQt adverhed. as
those which should gi:e us.)le Ilit tie words

l-ianker's Balance"~ chearly namans cash available to
flias Dominion, lu the hinade of thie Bankera of thei
several Provinces et the limep of the Union, and not
doubtful d Uts, wliether dito by Banks or îîtluer ulse.
Thils amount hisd f'or ym'ara befire tuhe Union been
treated by fliac Province îuf <'aunda as a debt. Its
Betîker's balance huandm'd uver to thie flomiuioii wus in
tue liands of' anolhi-r Iuîs1tuion lime Bank of Mont-
reah. BY arrangement under va iotas orders in Council
tuhe hale Province had given time to lias Bankr of' Upper
Catiae ho psy thas amoi.

As Sar back as December, 1861. the Bank admitted
ils inabihitv t0 p-ty lu i-si the 6.-posita which St h hd
ou Goverument accout. tlien amouuling ho nearly
oie ana a liall* millions, aud whaich wae tuien spoken
of as a debt due 10 the Goverjimeait. Tuat debt the
Bank agreed 10 liquidats by lietf.yearhv instalments
of fifîy rhîousand dollars sacli witU interetat et hrep
per centl.

[llie Bank waa unable ho me"t the first of tîsese in-
stalmetîts, and lu Augtaet 1864, app;ied for and oh-
tained an extension ou hume o- coudýtion of deposit-
ang eÎ83,300 of Grand Triink Postai Bonda as col'a-
ferai s'ciirity.

Faîrtber nezotiaicuis took place from lime 10 lime
for the liq uldition o' liais debt. ail anterior to the
Union, and ir i. msaiifrst fromn lUs character in whaich
tUe laite Province Uad Itsesf rezarded it, sud from. ail
the attendant circum4lamîces, that tiseamount conld nol
be viewed in tUe ligUl ni an availabie Bankeras balance
10 be assumed by fUs Dominion as ciah.

Let me lest your argument Uy refemence Ici a fact of
recent occurrence.

The Governmeîît of New Bruniswick lias since liae
Union kept lheir accouant viih thi Commercial Bank
oh St. John, which ciosed ils mioors a few daya ago,
having a balance in its hands Uslonging to the Locah
(iovernment.

S~uppose tUis lied takein plac- before She Union, I
anm sure tUai yon, as represeaîting Ontario, wonhd not
have bu.en wiîlirag tbat tue Dominion shontd have
taken tUat balance over et ils fime, and credit New
Brunswvick with fuic foul aniount on accounit of ils
deUl, eupposîug il 10 be oaîly w rth twenty-five cents
ho lUe dollar, 1 tluink it la quite obviotas tUaI thUe
wvord4 ' Baiker's Balance"~ couid only bave meant
available cash.

Tuhe seconid part cal your argument, via , that tUe
Dominion has tUe power t i meke it a good debt, and
if for Dominion purposes 1h refrains frorn exercising
hhat power tuas Provinces shisuld not suifer, wonld Us
more plausible If' it were fuuiadefi on fact. But Ucaw
are the fades? CouliS thas Dominion up ho lii lime
have coîiected il i lu li? NVould it have been lu tUe
inh.-resh of' the Dominion generelly. or in Shah oaf Ou-
tarioa or Quebsu, or 8pechall,ý thal of tUe former Pro-
vince, tUat ccaecive legmi measures ahund, previcaus to
this time, have besu instituted under the double
liabiîity clause agaînat the sh.irehoiders.

la hliers not sorne doubts whether the whole caf tUe
asels must not he reaimed behore sucb a pmcceeding
can Ue effe -tuaîly laken, aaud wouid ycan have wisbed
10 have substituted f'or tuis sybtem pursued up 10 Ibis
time, of realiiing tUe propert y as judiciously and
vigorouuly as circumahances wili permi t, thUe arbitramy
proceas or a writ of extent witU ail ira attendant coat
sud sacrifice? TUe Goverument of the Dominion wilI
continue 10 make, as thîey have hitherto used every
effort lia meke this a good deUt, and until unque8tican.

e able lacbes on tUe part oaf the Dominion, or a formai
r abandou.meul cal its privileged rights shahl have taken
t place, it is prematore icaa tUaI the Dominion muai

accept tUe deUt ah its faice. If you are flot satisfied wlth
lhe assurance that every effort has been and will con

ytinus 10 be made 10 coliect 11., and if ycau helieve tUai
ethe debt cen Us irnmediatehy ealiaed, are ycau willing

Ici assume it as part of' tUe liabilihy caf Ontario if tha
Dominion deducis it fram, tUs debt of' the late Pro.
vince of Canada and saîbrogatea you lu ail ils righta

ansd in lUe use of ils naine.
Srdly. Ths subjech of the investments of tUe Imus

fonds enu Uardly, 1 thiîk, have been vhewed Uv you fi
tail its aspects, for 1 arn persnaded that lurther con

aideralion will satiefy you of the injustice oaf applyinj
tUe rnis you propose with reference ho tUemn.

L twio d aiîount1tuaiis: TUs eProvinces o'Ontarice tand Quebec when lormea iy co-partuers, invested fondu
Us eiomgiug to certain trusts in secorîlies caf diffemen
kinds.

TUsse securlties became the prcaperty caf lUe partie
einîerested in the trusts, sorne caf tUe securities are o

doubtîni value, bol yoo wlsU limaI the -Dominion or th
aîsw conceru shoold lake Ihean ail off lUe onuda ofl Oa

s tarin, and Quebc aI par aîîd redoce your deUt accard
0 in gly.

me ou do not seem 10 hhitk hhat tUe elernent of valu
g uoth ew tiarînera ouglit 10 Us teken into considera
r- lion, but tUaI, wbetiier gond, Uad or doubtîi, tUs:

ieare ail ho Us credited Io ilie <>16 partners at par. Ucaw
5ever injudiciona thiose oid partners may have Usen i
e the selection of the securilies, or even if lhey have b

lhsir own ectsrendered thîemwortlileusB. ifthlUe s a
and you thiat i, riguit prînciple that ahi secorilies mua

s taken hmy the Domiiion at par-min what principi
n do you omit 10 ciaina limaI ail lue raihway debta, with

8.ont ditinction, whiicl yoo sey eue 10 Us credhted 1,
n- Ontario sud Quebec shail Ute in like manner written o
as y oor deht aI par?
t 'You oîaly pick ont tiires whhch ycau consider goot

via.: lUe Grsat Westûrn, a suaIeh part osf tUe Nortbeîr
la and a amaîl paît ou ltue Granid 1 ruir
md îlot ou wlîel possible principle. it, asu~ oatn

n.al wtcuriti0; are la Us taken hy theoXm4o~ Ip
ah Su rsiaueticiiii rf uoiuiial r bht, tiQ 4>yOme-i i i

rest of tie amoulîts dite bv the Grand rrunk and
N,îrthern llailwavm? Thev amoutît in the agoertgate
to $29.345 000, and if vour rulp la 'îpp11ied wniid ire-
duc the debt of OntRrio and Quetî'c, ai-cor ling t0
to votir statemenit of it, to about, in rouni figureF,

1 cannot but think that you will, on refi 'cti -n, rep
the manife8t fairnpss of thtis proposi ai, ac iule'ce
in the rule rrop 'sed viz -- Th -t the tru4 qe--uri i
shall gr with the fond-. Tiiere would be n . bjyc-
Uina to the [omini ii iaking thptm et thcir i-z v oIue
if flint couid be flxf-d bu' as it is imp îs-ihi- t0 a8cer-
tnin it, the 'nnet practicai wav i flint tlîey liîaIl sL-
comnaniv fands and bi îiedîîcted froîn th ý amonut
which the Dominion has to pay on acco'în: nf the e
Trust Fundq. You wiIi perceivA that pract ciliv it
mnakps no difféerence wliether the h)omiuîio i pays on
the grogs amount of the rragt Fiiiirî wilh 'uit de-
ductiin of' thp securities. or on the net cmn uir atter
deductisu. beciuse in the former cias the excesa 0f
debt, the latereqit on which would have to be de.
ducted from the qub4idy of Ontario and Qu bec would
be tncreaapd in exacet correipondence with the addi-
tional arnount. payable by the Dominion on the trust
accounit.

4thVy. Indirect debt.
Yon wiab thmt the $151.400 of what is termçed In-

direct debt shall bc e uductod as welI as the $603 06
which i Ia proposed to dpduct

But you are misttakei n .uppisingthlit tlic Dominion
15 only citiiigpntIv hable for this amount.

'rhe deben*urpg issued are uuidistinguiahable fromn
any oth-r debentures It la true that the lundi are
boond to repav ue and are weli able to do go. but Oni.
tario and Quebec have poîssess;ion of hesfo adi. 1 r
tbey will pay us the amnunt we mav atrike it out 1 f
we leave it there we dli not aak ttîem to pay nsq. Lt
makes no manner of dinLrence to tlîern or to us wlîlcit
way yon treat IL

5th. Paym'nt flic Dominion of the five per cent.
inte-reat on the fundq meuitioned In paragraph 7, viz:
Ciýmmon School Fond Uppu'r Canada Grammar
School Superior Education Fond, Lower Canadat, in-
cluding the Superannated Teacluers' Fond and the
Normal Schooi Building Fund, Upper Canada Build-
ing Fund.

I don't see hnw it la poisible to avoid settling thîja
now. There can be na obi -rtion in principle io ilie
plan we propose, or to the rale of Intere-t, hecu e in
aIl transactions bet.ween the Dominion and the Vro-
vinces, 5 per cent la thgý fixpd rate

The Dominion pays exactly the saine rate of interest
to the Province on the dpbt composed of ihese ýunds
as lîcharged to the Provinces on thee-xcessof debtbe-
voud the 62j millions which la created partly by the
fonds. and as you do flot indicate any distinct ground
of obj .ctiun ho 1h15 plan, I may reusonably couclode
tîsat nons occurs to yonr own mimd.

Having now dlscusaed the varitus questions of any
moment adverted to by you as bearing on the amount
of debt as at 30th Jone, 1867, it remamîs oniy to, notice
the lItb aud 12th pa -agrapha of your letter, wherein
you aulmadvert on the lith rule, which il is proposed
1.0 spply t0 transactions subeequent to l[une 30. 1 amn
happy to perceive that you give a general acquiesceuce
in the more important of tiiese rotes, and esîîecially lu
the 3rd, 4th, 5tb, 6<lî, 151h. 16rb an 1 l7tit and in a quali-
lied or conditionai, sense in ail the others except the
9th, 10ih and 111h, by whîcb three la,4h rules It is pro-

p a)ed to, change certain pensions and gratuities to the
lae P>rovince of Canada

As ho thUe rule by which it la proposed to change al
payments since June 30, 1867, in vi. tue of pre-exiilng
engagements againat the Province confracting the en-
gagement; it is, of course, impossible to say that Iu
some cases 1h may not work inequitably, bait as tiiere
muat be some mile, it ii believed the one adopted ap-
plies with more generai fairneas than any other tUat
cou d be laid down and that the exceptional case in
wbicb it would work uni airly will be found to, befewer
than if any otber principie were adopted. If there are
any cases of sufficient importance to warrant the ap-
plication of a separafe mile they cao be considered as

tthey arise. But the same mIle muat be extended to
the transactions with ail the Provinces.

RULES TWO ÂZ<D SEVEN, VIZ

Payment ot balances of appropriation for surveys of
public buildings, sud arrears due by Urowu Laud

¶tis obvious that we liave no power to receive ap-
-proprisins in respect of which no cautract had been

9 entered inho, or liabi ity 0f any kmud arisen, but if the
@urveys were in progress on tUe condition laid d wn lu

tereport, via., ttiey could not have been atopped
8wiilîout prejudiceto some indîvidual,ithey wi.l be paid

t and chargeli as an arrear to the Province.
1 ou wifl, I thlnk, êee the injustice of varying tUe 7éth

8 rule, as you propose>in the llth paragrapa of your lot-
1 ter, go as to maire the Dominion assume as gocîd debtg

ailh the arrears due by former Urown Land Agents ouf
- anada. Tihe Dominion ouitht n to be called on to

assume any bad debt8 of auy of the Provinces, more
especially whmen arising out o services left to th isella-

e rate administration of those Provinces

y RULE EIGHTH UAPITALIZINGOF 0FR~IMONS AT SIX
II5STEAD OF FIVE FER CE'ST.

n I arn at a very great losa to perce ive on what ground
Y you asir that au exceptloual rate uf Intereet shail

apply ho tbi clas or liabilities to that wbich governa
SI every otiier transaction hetween the D)ominion and
e the eruiviiices.

The Dominion charges you but 5 per cent. on the4
Ocapital ol tUsse pensions and there can be no gond

ff reason wby a diffmreiît rate shotild regulate tise inveat-
ment of the amoui requis-ite to provide the annuity.

Yotr agir us to capitalize these payments at 6 per
n cent, andi oîîly f0 receive from you per cent, and 1 arn

Sure that refllction will satisfly you of the Injustice or
i, is proposei

ýr Ior4 wiih tbzt the pension su oapit-alizeil, should ha
a PoIliWfl 10 th i~ <4 by law, 4 siý ppt thlk tif il


