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blocks along the line, and of a subsidy of $30,000,000 (say £6,000,00() storling). Of this
sunm, the interest of £2,250,000, which, by the transference of the fortification loan
to the same account, bLecame eventunlly £3,800,000, was guaranteed by the Imperin
Government.

The Session closed on the 14th June. Puarlimment was dissolved on the 8th July.
On the 26th June I arrived in this country, and berame personally cognizant of many of
the events | now proceed to record.

From the 15th of July to the 12th of October the olcetions were being held.  As
soon as they woere eoncluded, Sir John Mardonall veturned to Ottawa, and the Canadian
Pucific Railway hecune a fioguont topic of convoersation between us. My Government
never seem to havo fuvoured the idea of giving the contract to either of the rival com.
panies, who were then competing for the preference.  In Seunator Macplerson’s company
an Ontario iuterest was very strongly represontad.  In Siv Zugh Allan’s o Quobec
interest predominated. The contemplated undertaking would evidently tux the resources
of the country to the utmost. It would be undesirable, therefore, Sir Jakn argued, that
any Canadians desirons of putting their shoulders to the wheel should be excluded, and o
fusion of the two Compauies ~as vrovided for in their incorporation acts, and contem-
plated by the Act of Parlinment—was the object to be attnined.  Into the intricato and
somewhat obsenre negotiations which then ensued between Mr. Haepherson and 8iv [ligh

Allan, at the instance of my Government, I ueednot enter.  They are sufliciently
No. 2. displayed in the Blue Book which I subjein, and which I have marked for reference,
It suflices to say that, notwithstanding Sir Jokn Macdonald’s ellorts to bring the parties to
an understanding, the negotintion altogether failed, principally, as it was alleged on the
one side, hecause Siv flugh Allan had not really broken off his connection with the
American interest, nud on tho other, because Mr. M acpherson was not willing to recognize
the clyims to the chuirmanship of Siv /1. Al/an, whose pretensions my Government were
disposed to favour, in considwration, as they stated, not only of his influential position in
the provinee of Quebee, but as having beea the first Canadian in the field to nssociate
himself with the enterprize. :

In reference to this point, I may observe that, although T have no means of knowing
cither when or to what extent my Ministers may have pledged themselves to favour Sir
Hugh Allan’s election to tho chairmanship, the selection of such o person, the orviginator
of the Oceanic line of communication Letween (reat Britain and Canada, a gentleman
who might fairly be regarded as the represontative capitalist of the Dominion, and who
would be more likely than any other to make an impression upon the English money
market, was a choice which, at that time, few secmed disposed to question,

Baffled in their efforts to effect the amnlgamation they desived, Sir Jokn Macdonald
and his colleagues annnounced their inteution of promoting tho formation of a new and
independent Company, out of whatever elements of atrength were to be found throughout
the Dowinion, and shortly before the meeting of the new Parliament in Maveh, a
Board of Directors was constituted, which included not only some of the leading pro-
moters of the two defunct companies, buc representative men from each of the
Provinces of the Dominion. Ot this Board, Siv éugh Allan seems to have been elected
Chaiiman as a matter of course, vnd to the company it rvepresented the Charter was
eventually issued.

In previous despatches I have already described to Your Lordship the precau-
tions which were taken to prevent any American interest or foreign capital ever
obtaining control over the concern. 1 nm not sufficiently. conversant with railway
finaneing to assert, on iy own acthority, that the restrictions introduced into the
Charter, with this view ave sufficient for their purpose. Money, like water, has a very
narrow shoulder, and will find its way wherever it is likely to fructify,—~but as far as T
‘ean judge, every reasonable precnution scems to huve been taken. All the Directors must
be Lritish subjects, The President and the manjority of the Directors must reside in
Canada, and though the shares are transfernble, no transter can be made for the fixst six




