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sion thereof. The President of the United States of
America. and Her Mjesty the Queen of Great Britain
and Ireland, solenly and mlncerely engage to con-
ider the decision of the commissioners, or umpire,

as the case may be, as absoluteiy final and conclusive
upon each claim decided upon by thern respectively;
and f0 give fuil effect to such decisions without any
objection. evasion, or deiay, whstsoever; it la agreed
that no dlaim arising ouft of any transaction of a date
prier te February 8, 1853, shall be admissible uuder
tibsconvention.

ARTICLEIII1. Every dlaim shall be presented to the
commissioners within six months from the day of
their first meeting, untess in any case where reasons
for delay shall be established to the satisfaction of the
commisioners differing in opinion thereupon, and
then, in anu such case, th e period for presenting the
dlaim may bU ex ten ded not exceoding three montha

longer The commissioners shial be bound to exa-
mine and dEclde upon every claim within two years
from the day of their firgt meeting, which meeting
shahl be hield in the city of Washington.

ARTICLEN IV. A.11 surns of money whieh rnay be
awarded by the commissioners. or by the arbitrator
or umpire, on account of any dlaim, shalh be paifi in
coin, or its equivalont, by the one goverrnent to the
other, as the case may be, within eighteen montha
atter the date of the decision without interest.

ARTICLE V. The high contracting parties engaged
te consider the result of the proceeding8 at this com-
mission as a fuit, periect and final settiement of (every
claim upon ether goveroment arising out of any
transaction of a date prier to the exohanze of the ra-
tifications of' the present convention, and further
engage that every such dlaim, whether or net the
samne may bave been presented to the notice of, made,p referred, or laid betore the said commission, shait.rom and after the conclusion of the proceedings of
the sald commission, be considered and treated as
fins ly settled, and thenceforth inadmissible.

ARTICLE VI The commissioners, and the arbitra-
tor or umpire, shahl keep an accurate record, sud cor-
rect minuîtes or notes otfaiH their proceedlngs, with the
dates thereof, and shahl appoint and employ a clerk,
or other persona to assist themn in the transaction of
the business which may corne before fhem. A secre-
tary and clerks are to be appointed conjnintly. The
wbole expenses of the commission, including contin-
gent expenses, shall be defrayed equally between the
two governuients

ARTICLEC VII. The present convention shahl be rai-
fied by the President o! the United States, by and with
the ad vice and consent offhe Senafe thereof, and by
Her Britannie Majesty. andi the ratifications shah bc
exchanged at bondon as soon as may be, witbin
twelve monthe fromn the date hereof.

In wineus whereof the respective pienipotentiaries
have igned the same, and have affixed thereto the
ssis o! ftheir arma.

Done ai bondon, the fourteenth day of January,
A.D. tighteen hundred and sixty-nine.

CLARENDON, [. 1
REVERtDY JOdINSiON, [Il. s.]

THE DEBT 0F CANADA AND QURBEC AND
ONTARLIO.

THE ARBITRATION.
(Continîîed.)

TEÂsuRL I&PAn'IMEIÇT,
Toronto, Dec. 5, 1868S R-Unavoidable absence from Toronto, and other

pressing maiters connecied with the business of
the Legisaîture, now in Session, have prevented me
fi-arn sotîner replying to your letier of the 318t Novent-
ber

I shahl regret if potiing my views in tbe formai shape
in which they appear in my letter of 9th November
shail have the effsct o! embarrassing or delaying the
final conclusion wblch I ara mosi deirous of reaching
-the determlolng the debt o! the late Province of Ca-
nada, and the ascertaining of the debta, credits, lia-
bilities, properties, and assets of Ontario and Quebec,
in order to thei speedy division and adjustmenf, as
provided by the B rtish North American Act.

Permit me to say, that ail the p oints ralsed in my
letter of 9tb November had formed the subjeci 0f oral
discussion, sud, until I received your letter o! the 22ud
November, I was led to hope, lrom what trauspirod in
those discussions, tbat you were prepared to acknow-
ledge the justice o! the changes pro posed in the 'Stato.
ment of fflairs," and that you might bA induced te in-
corporate those changes in a I evised btatemeot o!
Âffairs, and Rule% to govern transactions ince 811h
Jone, 1867"I

But the tenor 0f your letter 0f the 3rd Novemnber dis-
pelled ail secb bopes.

As, therefore, the items opon which we differed ivere
large, and, asï. saw Do reason for believing that any
sstisfactory conclusion would be arrivefi at by foriher
personai interviews, and, as the public at lar-e, whose
servante ws are, were atone interested. and bad a rtght
ta know the vlews of parties charged with the grave
responsibilities invoivefi ln the points of difféerence
under consideration, 1 conceived if0 be my duty, in
the intereat of the public and for the purpose 0f' effect-
lng an early settietuent, to state formally the views 1
had sougbt te Impreas upon you snd the Auditor in
the Informai Interviews we had had on the subject.

1 am nent convlnced that I was wrong; iodeed, I wus
doing what you yourgelf suggeated, Il itlaer tlnaiiy to
accepi the statement of debt as lurnished, or place the
Dcniinion Governmeut formait y in possession of the
points in respect 0f which 1 ha d objections."

You do DOL miinterpret me lu the estîmate you form
of my alucere desire to act both liberally and fairly
wllh ail sections 0f the Dominion

I wlll now proceed te notice brief1v the fiee points to
whichyou have given speAial prominence in yoor let-
fer o!f 4o 2lât November.

GIRÂAT WBBTBltl R&ILWÂY DEnT.
I !oily agree with you that bv the British North

Amnenca Act, 1' tested even by the stricfeat rmies o!
legai construction, raitway dehts are the absolue pro-
perty of the Dominion, just as are stocks, cash,
bankers' balances and securities for money," but are

to be taken in redaicfion oJ the public debf, of)15e fate
J'rnvince of Canada. It fa not arguahie, that the
money owing hy fthe Great Western Railway Is Dot a
deht, sud if s debt, thon a Ilsecurity for money."
Therefore, confining ourseives 10 the record. the con-,
clusion la inevitah e, that whiei e b deht la the pro-
perty of tho Dominion, il must go in reduction of the
debt o! the late Province o! Canada. No argument
againat this conclusion can ho derived from the third
achedule f0 the Biiish North Amneracan ActInl that
echedule la a generai enumeratinn o! the pmnperty
which shouid belong 10 ftbe Dominion If it ho con-
ceded that the words Ilmortgaies and other debts due
by Ifaiiway Companlea" were iutended to luchude
sud d-a include aiiway debts lu the laie Province o!
Canada, socb a concesiion ia in perflect harmony with
the construction for whicb I confond. Sncb dehts
are tho property of!the Dominion, Ilbut saMil be taken
mn reduction of the debe qof the taie Pr'ovince qa Ca-
nada." It la opeon te argument, I admit, but vaewed
lu the aurroun ding circumatances, sud interprot..d lu
counedtion witb the whole Act, it ld manifeat, I think.
that the Ilrailwaya, railway stocks, mortgagea sud
thrô third achedule, have no referenco wbatever 10
other debta due byrwy companies." mentioned lu
railways, railîvay stck, morigagea, or debta due by
railway comnanies In the lat'ý Province inf Canada
But as you do not appear to entertalu the opinion
that the third achedule bas any material bearing opon
the construction to be given ta the clauses o! the Âct
with respect ta the subjedi now under conaideratlon, 1
forboar mentioning the numerous arguments which
crowd upon lu support of the proposition, that the
third sch edule bas Do reference te the raiiwaya rail-
way stocks, mortgsgos or aebts due by railway
compaules in the late Province of Canada, sud that
wbat 1 atu now contendîug for is not lu costict but ln
har.anony with even a6 contrary constructîi o!o thu
third achedule.

1 know uothiug 0f the !act outalde the record, frotu
whicb yoe derive your chIe! argument in respect 0f
the aitway debts in controversy. 1 for one arn of
opinion, tlasi but littîe waa. or wilho, added to the
weaîth or revenues o! the Dominion b% the acquisi-
tion o! the New Brunaswick sud Nova Scotian tai-
ways It witl, I sebrait, ho quito enougb for Ontario
to contrihote, hy is taxes. the larger portion o! the
expenses whicb will bave to ho annually takon froni
the Dominion excheqaem, to maintain and un thée
rai lways without hoiug cailefi upon to give op $48659,.
272 038 of good debts, ender the prefence that it fa juat
and equitabte, so to do, as a set off againts railways,
wbicb wili ho a constant drain upon the revenues o!
the Dominion. If railwaya, much more fsvourahly
situate tor business, cau harely psy unning expenses,
under the management o! prîvate companies, whst fa
10 ho expecied o! those Easatern Raitwaya undor the
management of the Goenet Ontario, as yoe
very properIy tate, wili bave to hear the larger por-
tion o!fth taxation o! the Dominion, sud wiit, there-
fore, bave to Sy the larger portion of the largo sutu
tu ho expon ded for ftho construction of the Inter-
colonial Railway-a work whîch, when completefi,
wall also, 1 fear, prove 10, be a constant drain upon tho
revenues o! the Dominion; therefore, I suhmlt Ihat
the sacrifices Ontario bas made. sud la preparefi te
make, are sulicient witbout requiring ber f0 add tu
the many concessions abe bas slready made, the large
Oum o! $44,59,272.03. 1 800 neither law, equify or jus-
tice lu the demand.

I will, bereafter, remark upon tha spocial debt8 o!
the Grand Trunk and Nortbern Railwavs.

DANK ROF UPPER CANADA.

Aside f romi the observations I made In my tetter 0f
the 9th Noveanher, sud fromn the argument derived
frotu the plain readiug of the statule, permit me to caîl
your attention to the obvicaus distinction drawn lu the
1O7th section o! the British North American Acf ho
tween asIlbanker's balance" and Ilcash." This dis-
tInciion, 80 dîearly marked, rendors it unnecessary for
me ta say ans tbing on the arguments you have drawn
frorn the supposition and assemption that IIcash" sud
Ilhanker'a balances" meaus one sud the saine thln1g.

Notwithatandlng your suggestions to the contrary,1i
arn informed that the Goverumneut ot the laie Provance
o! Canada difi Dot pas anay Order lu Council (I ques-
tion if they bafiftho power to do soi hy which the psy-
mont ci thia dlaim was prejudlced or poat p ned. Ihfa,
therefore admitted that, upon sud alter the formation
of the Govermmnt at Ottawa, Ibis dlaim was goofi,
that there were sufilcient assets 10 meet It without
proceeding againat the aharehoiders ai ail, sud that a
writ o! extent would have realized the dlaim lu fuît.

1 make oo romark on the doohi you express as to
whether or Dot the whole assets muai Dot have hesu
6i realizefi hefore a proceeding by extont coulfi have
beon effectuslly taken. if seema f0 me to catI for
noue.

Thon, white the dlaim ivas sdmittediy good-assets
sulficion ti-writ of exteut ilsale -the Ottawa Goveru-
ment Intervene sud assume ibis dlaim, sud by its logis-
lation hast session, 31 Vic , cap. 17, without the con-
pent o! the (ioverumeait of Ontario, deat wlth in such
a way as 10 deprive itself o! ail the advautagoa which
il hafi, sud whlch wero abondant to enable It to ohiain
the luth particulars offt hoewhole daim. I hsrdly tink
if now rests wlth the (Joverumeut et Ottawa 10 aay
thatitilla saow s doubtful dlaimansd that It ought Dot
to ha called epon ta, tako it at a par in reductlon o!
tie deht ot the Iste Province o! Canada. it woutd ho
q cte impossible, eow, for the Dominion to subrogate
Ontarlo inlUi the rlghts the Dominion hai prior 10 the

Adt of test session.
The proposition, therefore, i»iai Ontario shalh take

the cliam, sud assume it as part ai theo llabilify ai Ou-
taio, bas Do significauce.'.

TRUST JUND INVESTMEB5TS.
I by Do means admit iba concinsivenesa of yoer ar-

guments in respect of trust fend investments. The
considerations you offer had not escaped Day attention,
but ht seemed te me that the Act was 100 plain andllx-
plicit to admit 0f treatlng these inveatments in the
manner you proposed, and I must coneas I see noth-
ing in your observations to induce mue tn change the
opinion I hadl formed on the subjeci. However, as
these investments are mlot so hopeleasiy bad as to be
beyond the possibiiity o! recovery, I do mot think fI
worth while periinaciousiy to insiat upon an fron mIle
o! constructfi n as te ttaeir disposition. Were these in-
vestments the oniy groonda o! difference, 1 arn dis-
posed to think a compromise mlgbt be arrlved ai astis-
factory t0 ail parties.

Your observations to the effect that the principle 1
propose would comprehend aIl debisq, good, bad and
doubtful have, I thînk, but lîttie force wben considet-
ed ln conneciion witb the reinarks I made in nsy letter
te y ou on the 9th Novemnber, 1, that I was not unaware
that there were manv debts te which 1 had flot allnded,
and whlch h mlgbt be ciaimed sboold go in redoction
0f the debt, but that the&e debta by speclal legislatlon,
sheer neglect and other causes, were perlectly wortb-
les., and that It wonid be unreasonabIe te ask te bave
them allowed in reduction o! the debtIl O! course 1
referrefi to.the Grand Trunk Rallway c ipitai debt
and the Nortbern Ratilway capial debi, which hait
been practocally wipod out by legllation. Theemake
up the major part of the $29,8 1,000jon mention.

Doyocned tht the"e rallway debtA (1 mean
the capital debt )f the Grand Trunk aud Nortbem
Railwayswrestoff as sometblng substantlalagainat the railways lu I'sew Brunswick and Noya

Scotia by tbe framers of the acheme o! Confeders-
tion! If not, if ln !act legisiation had practically
blotted them out, If aIl parties treated them as obe, -
lete, what lnoonsisfency la there thien in my se Iresý-
iug them ln the construction o! the British North
America A.ct?

In thîs connection 1 wisb to caîl your attention te
the fact, that the Grand Trunk Raiîway Bonde ($248-
406 38) stand upon an entirely différent footing frona
wbat you catI Grand Trunk Railwsy capital. Ti>e
debt arose long subsequent te the construction o! the
Railway. The Goverumeni made advances te flhat
Railway, and under the arrangemenit Act o! 1862,
these bonds were Issued. The Northeru Railwsy
bonds ($218 333) are aise the resuli of a compromit ei
under the Act by whicb the advanoes made te that
Railway were practicaliy wlped oui for certain Intereatt
lu arrear They are emphaically securfiies for île
payament o! money.

Th ey might have been aold at any time in the mar-
ket, even the day before Union Âct came mbt opera-
tlon; therefore, in respect af these bonds of the Grand
Trunk and Nortbern Rallways, it seems te me there
can ho no controversy.

Indeed, as they are Included In the Consoldated
Fuud Inve8ttuent Account, il of 'ahich (8997,6672)
1 propoaed te deduct !rom the public dehi, and f0
wbicb proposition you have offered Do objection, 1
assume yoo assent to -the correcineas ai the vlews
advanced, as weti ln respect oaf these Rallway bonds
as o! aIl the other items In the Consoldated Fund
Invesîment Accouni.

INDIBXCT DET.
I suggested as the simpleat mode of dealing wih ibe

indirect Debt te trike it ail ouf o! hoth aies et't ha
Ilstatenient o! afiair.' To this yon ofl'er as a ground

of objection, that the Dominion is prlmarily lablse,
Technicaliy you are correct Pracflcaliy you are iD
error. The Iaw, In each case. makes lb oblgatory
upon each institution or concemu on whose bebat! ihe
advance was made througb debentures by the tata
Province of Canada, fe provide for the Ps yment o!
the InteresALnd debt o! Ibese debenturea. H owever,
as fhe Institutions or fends on the credit of whlch
$150,40D deht excepted wus creafed will, wlthout re-
duction and fres froni thes charges, comn@ te the Pro-
vinoces, there la no recondilabte confiliciln respect of
the Il Indirect Debt."

Common Scbool Fend, U. C. Grammar Bchool Fend,
Superlor Education Fend, Lower Canada ln-
cluding Superannuated reaober's Fend snd Nor-
mai School uilding Fend, aud Upper Canada
Building Fend.

I do not tbiuk the Government o! Ontario bave any
aufhorfty to deal with these fonda as Von propose. lis
action would he ultra vires. If the people of Ontario
should decido te have thesofonds lnvesied If may be,
and moat ikely would ho thai fhey could Invesi them
lu good securittes at 6 per cent. Yonr Govemnient
owes ibese monies. Instead etf psying the principal
you propose to psy 5 per cent lu perpetuiy. I arn
Dot prepsred te 55V the peoplle of Ontario will accept
this proposition. 1 Dote what you sasy about 6 per
cent on ail transactions between the Dominion and
the Provinces. That ride does not appiy te debts

iowing by Dominion to third parties, as ls the case
witb tbe debta enfler consideration. As theée funds
are for public perposes, It may ho that Ontario and
Quebec msy swoep f hem away altogether, andi marge
them lu the Reneral revenues o! the Provinces and
provide hy annual grants or otharwlse for the objecta
contAmpisted by the creathon oftiese special fonda'.
By dolog se It woutd save much labour and many
complications. 1 repeat your proposition In respect
o! tbese funda bas nothlng te do wltb apcertainlng
the debt o! tbe late Province of' Canada, and can<ot
at present be entertainefi.

I tbtnk 1 bave now noblced, bot mot so mnoh at
leugth as 1 wouid desîre te do, had 1 urne. the main
points lu your letter. I say nothin lan regard to the
"Rules" I arno!the opinion that byoraldsuio

we coutid. agree opon nome prînciples wbich would
work justice to ail parties. Buit 1arn reluctanilY coin-
peited tcsaay thaï, I greatiy fear the il Rntes"Il ro-
poundefi hy you wîhl ho ond, when pot te *eetest, to
work iDjUiticO, I repeai,lIthlnk ilunwisetpomaniî


