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PREFACE.

To the Preference Bondholders of the Grand Trunk
Railway Company of Canade :

Bacon said, «“ It is generally better to deal by speech than
by letter,” and I should much have preferred udopiing this
course, had circumstances permitted my attending those meet-
ings in England which have been convencd to discuss the
important questions which so much affect your interexts in this
undertaking. Having, however, felt it incumbent upon me to
come before you, I have decided to do so in wriiing, rather
than not at all.

In indicating a policy for the Preference Bondholders, in
the autumn of 1860, and thence until a verv rccent date, I
had received for it the approbation of those wio were active-
ly engaged in asserting and protecting their rights; und in
conducting the legal proceedings referred to in the following
pages, I had also received unequivocal assurances of satisfac-
tion.

No one will deny that the litigating Bondholders had a right
to file their bill for the purposes before mentioned, and to press
their suit. Their position in this particular is indefensible.
During the progress of this litigation, none but the Defendants,
the Judgment Creditors, and the Company and their respective
friends, have questioned the policy of this proceeding.

At the meeting of the 24th December, 1861, when all parties
determined to unite their endeavours to obtain Government
relief for the road, the proceedings in the suit were, in con-
sequence of this arrangement, stayed; and that meeting de-
cided ¢ that the Government and Legislature of Canadu
should be impressed with the importance of prompt action in
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dealing with the question of the Postal Subsidy and its
Capitalization, as the only practical means of relieving this
concern from its financial embarrassments.”

As this is the most recent official indication of the policy to be
pursued, | assume that the Preference Bondholders have been
convinced of its entire practicability in thus committing them-
selves to it as the only alternative.

I have re<iimed that a Capitalization scheme cannot pass
the Legi:iature of this Province. 1 have shewn that if it did
-—the Preference Bondholders would in nowise be benefitted
by its passage.

The legal proceedings in Canada having been stayed, I have
prepared this brochure upon a subject of great Provincial im-
portance ; and now submit it, with the simple statement, that
its publication is made solely by inyself, without arthorization
from, or j:cjudice to, the litigating parties.

I have embraced tu.s opportunity to give a concise his-
tory of the ““ case " of the Preference Bondholders, as evidenced

by the proceedings and meetings here and at home since
October, 1860.

RICHARD SNELLING.

Toronto, 24th February, 1862.
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VI\HE

Grand Crunk Railway Company of Canada,

INTRODUCTION.

THE Report of the London Directors of the Grand Trunk
Railway Company, issued on the 26th October, 1860—first
originated the discussion betwceen the varivus classes interested
in the Railway, and particulartv between the Preference Bond-
holders on the one hund, a'J{ ihe Judgmei:r Creditors on the
other, as to the order of | rority in which their re.p-ctive
claims were enforceable acainst the revenue, lands, plant «nd
rolling stock ot the Railway. In thi~ Report an announce-
ment was made which :lariaed the Freference Bondholders.
It was as follows :—

“In the present embarrasscd state of the Company’s affairs,
and the uncertainty of relief trom the Governmeny
adequate to meet its liabilities;, Messrs. Baring
Brothers and Co., and Messrs. Glyn, Mills and Co,,
have obtained a Judgment against the Company for
debts due to them and others whom thev repie-
sent, which vests in their agenls the power of seizure
of the rolline stock of the roud, but thus measure liis
been adopied for the general benefit of all presn
creditors, to guard against hostile prosecution of indi-
vidual claims, and for the protection of the Company’s
interests.”

Immediately after the issue of the Report of the 26th Octo-
ber, 1860, a meeting of First Preference Bondholders was
convened, and on the 2nd November, 1860, they resolved—

«¢ 1st, That a Comnittee be appointed to cousider the circum-
stances and conditions of the First Priference Bond-
holders, and to take immediate aid active measuares
for the protection of their interests. ‘

« ond, That it aipears to this meeting that the interests ol the
Preference Bondholders are so nearly identical with
the general interests of the proprietors, that the Com-
mittee ought to be prepared to co-operate with the
other interests in the undertaking.”



o}

On the 17th December, 1860, the Committee appointed by
the said resolutions presented their Report, to which (except in
co far as it deals with the question of the Judgments which had
been obtained by Messrs. Baring and Glyn) it is unnecessary to
make further reference. I therefore extract the following :—

“ In the personal communications which have taken place
between the Committee and the London Directors,
the subject of this Judgment has been specially
referred to, and the London Directors have reiterated
10 the Committee the statement just quoted from the
Report of the 26th October last, adding, however,
that they do nol counsider the First Preference Bond-
holiders as present creditors.

« The London Directors (including Mr. Baring and Mr. Glyn)
have personally assured the Committee that the Judg:
ment is not intended to be used in any manner
hostile to the general interests of the claimants on
the line, that it is specially de<izned to prevent
effectu:lly any interruption to the working of the
line, whi~h wmich! by possibility be occasioned by
the vindiciir: wmeasures on the part of small local
credifors ; and that as far as ¢.n be ascertained, the
Judgment will be eatirely cfficicious for these ends.

¢« The Judgments ontained are tor advauces and other ordinary
contract dcbts, and the Lonuon Directors describe
the measure to confer alegal power to seize the
rolling siock of the line.”

A« 1o the lezal v nedies for overdue interest and principal,
this Committe: reported : “ A« to the remedy for overdue in-
terest, they (the First Preference Bondholders) will be entitled
to apply to the Courts in Canada to appoint u Receiver over
the line empowered to pay as far as possible the interest on
tie First Preference Bonds after first defraying the necessary
working charges of the concern.” ’

“ The remedy of the First Preference Bondholders for the
Principal amount of the Bonds themselves, it may
e pretty safely nssumed would not be legally avail-
ahle till the due date of the Bonds in December, 1881,

and that remedy would then le against the lands and
builidings of the Company.”

The views entertained by this Committee, as to the rights of
the First Preterence Bondtiolders, were evidently opposed to
a correct appreciation of their true position, and were evi-
dently expressed in the interesi of other claimants—then and
now deeply interested in the undertaking—the Judgment
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Creditors, Messrs. Baring & Co., and Messrs. Glyn & Co. This
Committee were aware at the time of the compilation of their
report, that it would not find favor with the majority. 'The fol-
lowing statement in the report, from which [ quote, confirms
this view :—-

“'They have to stat», however, that other First Preference
Boudholders, acting independently of the Committee,
have already taken the opinions of eminent counsel
as regards the rights of First Preference Bondlolders,
and the remedies available. These parties have also
forwarded instructions to Canada, with a view 1o an
early assertion of their rights before the proper
Court.”

This latter statement presents my first identification with,
and engagement on behall of the interests of the First Prefer-
ence Bondholders. At the period referred to, 1 was instructed
by Messrs. Ashurst, Son & Morris to take the nccessary pro-
ceedings on the part of the First Preference Bondholders
referred to in the before-mentioned Report, for the purpose of
having their rights settled and determined.

It had been advised by eminent counscl at home, :n!l their
opinion had been concurred in by eminent counsel practising
on the Equity side of the Upper Canadian Bar;

That the Preference Bondholders were entitled to a ch rge
of the sume nature and extent as that which the Province for-
merly had.

That the lien of the Province extended to th: rolling stock
and plant, and that consequently the charge created in tivour
of the First Preference Bondholders by the act of 1356. also
comprised the same property.

That as defaul: hal been made in tie payment of inter-st
on such Bouds, the holders thereof were entitled to have a
Receiver and Manager appointed, and also to have the Judg-
ment Creditors restrained by injunction from seizing the rolling
stock or plant under their executions.

In effect that they were in the position of First Mortgagees
on all the property of the Company, inc'uding the rolling stock,
and therefore that no Judgments against the Company could
be enforced except subject to the prior claimsof the Bond-

holders.

CASE OF THE PREFERENCE BONDHOLDERS.

The ¢ Case ” of the Preference Bondholders has already been
very fully discussed, and in one section of this Proyince adjudi-
cated upon ; still, to render myself intelligible, I may properly
refer to a very able exposition of their position and rights, as

B



issued by Messrs. Ashurst, Son & Morris, on the 7th February,
1861, and from this brochure 1 make the following quotations:

«So much misconception prevails asto the rights of the Pre-
ference Boundholders. and as to the effect of the
exercise of those rights on the general interests of
the Railway, that it ix deemed desirable, for the in-
formation of all classes interested, to give an outline
of the case, aiud of the course intended lo be pursued
in asseriing the rights of the Preference Bondholders,
as first incumbrancers, against the claine st up by
Judgment Creditors to seize the rolling stock and
plant.

“Prior to the year 1856, the Province of C:mula had ad-.
vanced to this railway £3,111,500 ; for which it had,
by the several Acts constituting the Company, a
first lien or charge on the Railw.y and property of
the Company.

“Jn 1856 the Company, being unable to raise the further
capital required to proceed with the works, applied
to the Government of Canada for aid: and asthe
result of negotiation between the Company and the
Government the Relief Act of 1856 was passed,
under which the First Preference Bonds were issued.

“ That Act provides as follows :—

“ ¢For the purpose of enabling the Grand Trunk Railway
Company of Canada to complete their undertaking,
the Governor in Council shall be and iz hereby
authorized to carry into cffect the arrangement pro-
visionally entered into between the Government of
Canada and the said Company, based upon the fol-
lowing terms, viz.:—

‘The said Cowpany shall be aurhorized to iscue preferential
bonds to the extent of Two Millions of Pounds
sterling.  The holders of such bonds to have priority
of claim therefor over the present first lien of the
province.

“The proceeds of the said bouds shall be deposited with the
provincial agents in London, and released to the
Company on the certificates of the Receiver General,
upon proof, to the xatisfaction of the Governor in
Council, of progress of the several works hercin-
after micntioned.’

“ Shortly after the pussing of this Act, subscriptions were
solicited towards the First Preference Bonds in a
circular signed by the Secretary of the Company, and
dated the 9th of December, 1856, in which it was
stated that ¢the holders of such Bonds are to have a
priority of claim over the present first lien of the
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Province.” In the same circular, the Act of 1856
was described as a concession by the Government of

“the first charge on 'he undertaking, amounting to

upwards of three millions sterling.” The last para-
graph of the ecircular is in these words:—* It has
been before mentioned that these Debentures vre to
have priority of claim ovcr the prescut first lien of
the Province, and TUERE CANNOT, THEREFORE, BE ANY
DOUBT AS TO THEIR SECURITY AND VALUE AS AN INVEST-
MENT.’

“In 1858, a further Relief Act was passed,* under which
the Second Preference Bonds were issued for £1 111.-
500, being the balance of the Province’s lien beyond
the two millions First Preference Bonds.

“In a circular, dated 3rd March, 1859, signed by all the

London Direclor:, and soliciting subscriptions for

the S-cond Preference Bonds, the following state-
ment appears:—* The sum of £3.111,500 has bren
raised on Bonds of the Province of Canada, the
interest on which formed the first clain on the Rail-
road.” In the =ame circular tie Dircctors state that
¢ the proposed new issue of £1,111,500 of S-cond

* That of 22 Vie. ¢h. 52, by which the Company was authorized to increase
itz capital, and whereby it was enacted that the further capital so authorized
might be raized by Preferential Bonds, which should be decemed to he Preferen-
tial Bonds within the meaning of the said Act of the 19th and 20th years of
Her Majestv's reirn. c. 111, and that such bonds, together with the Preferential
Bonds already issued under the authority of the suid Act; should be entitled to
the pri\'ilt*;_ru;' conferred on Preferential Bonds by the said Act: or that such
increaze ot capital might be effected by bonds not preferential, or by mort-
gagr, or by the issue of new shares; anid it was therchy further enacted that,
subject to the rights and powrrs of the Atlantic and St. Lawrence Railroad
Company under a certain leuse, as to the portion of the undertaking thereby
demised, the earnings of the Grand Trunk Railway Company of (‘anada, afier
deduction of working expenses, should in each half year be appropriated and
applied as follows :—First, in and towards the payment of the interest upon
the amount which for the time being should have heen raised by the issue of
Preferential Bonds ag therein and hereinbefore mentioncd; Secondly, in and
towards payment of the interest npon the loan capital of the Company, for the
time being Taised and subsisting upon and in respect of the several classes of
its bonds and debentures other than the said Preferential Bonds: and Thirdly,
in and towards pavment of 4 dividead at the rite of 6 per cent. per annum on
the stock and shares of the Company @ and after pavment of such dividend,
then in or towards the payment of the interest on the Provincial Debentures,
issued in aid of the Company from time to time to the extent of £3,111,500 3ter-
ling in all; and after payment of such interest, the surplus, if any, should be
applied in payment of a further dividend upon the stock and shares of the
Company. _ ] .

Under the lazt mentioned Act, Second Preferential Bonds have h.ncr} L\'Allmi
for £1,111,500 sterling, being the residue of the amount of the ﬂprovmcml lien,
after deducting that of the First Preferential Bonds ; but such Second Preferen-
tial Bonds have not even yet been all taken up, nor has the Company adequ.a,tely
increased its capital in any of the methods p_ruscnbed by the last-mentioned
Act, but has incurred heavy debts, called floating dqbts, for the completion and
equipment of its railway, and for other purposes which should have been provi-
«ded for out of capital, and were by no means chargeable against earnings.
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Preference Debentures will, with the £2,000,000
ol First Preference already issued, assume the position
originally occupied by the Provincial Debentures of
£3,111.500.° It has been repeatedly asserted by the
Directors, and it is borne out by the Acts, that the
Provinee, prior to the Act of 1856, were first mortga-
gres, and had the jirst claim on the receipts of the
iine. These, then, are the rights which the Prcferer.ce
Bond olcers ook wlhen they assumed the position
of the Provinee.

“ Previous to the issuing of the Report of the Directors, dated
26.h October, 1860, no one doubted that the Prefer-
ence Bonds, as had been always represented, and as
their name implied, conferred on the holders a first
charge ; and so late a~ April. 1860, subscriptions
were solicited for the Second Preference Bonds, on
a representation that a certain amount of gross traffic
would, after deducting working expenses, leave
sufficient to pay the interest on the First and Second
I’reference Debentures, showing clearly that, at that
time, it was not supposed that unsccured creditors
could, by obtaining judetnents, interfere with the
rights vo repeatedly asvertcd to be posscssed by the
secured creditors,”

Messrs, Ashurst, Son & Morris had reason:bly hoped that
the litigation into which the Prefercuce Bondholders had em-
barked would not be a protracted one—ani I make the follow-
ing extract from their *¢ case ™ with « view of further reference
to the ~subject hereafter : —

“ Axregards the time it will tuke, much will depend on the
character of the opposition ; but remembering who
are the principal Judgment Creditors, and the large
inferests involved, it is assumed that no difficulty
will be thrown in the way of a speedy decision."

I have one other quotation to make on the subject of the
litigation, which is as follows :—

“The Grand Trunk is notyeta wreck, and, whoever eise may
abandon it, the Preference Bondholders do not intend
to do so, asthe procecdings they are now taking suffi-
ciently indicate.”

INSTITUTION OF SUIT IN CANADA.

The hitigation was fairly embarked upon on the 3rd January,
1861. and a Bill was filed in the ¢ ourt of Chancery at
Toronto, against the Grand Trunk Railway Company of
Canada. the Judgment Creditors, (DMessrs. Baring and Co.,,
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and Messrs. Glyn and Co.), and Her Majesty’s Attorney General
for Upper Canada, as representing the interests of the (‘rown in
respect of its lien.

The Plaintiff’s Bill of Complaint,—after stating the various
Acts of the Provincial Parliament upon which their first
charge depended, and which may be referred to as follows :

IQVic.cho 2{’..........'.0... ]849
14 and 15 Vic. ¢h. 73......... 185t

N3 ot ¢ 51.00.00..0 1851
16 Vic.ch. 37 «.oviveiiiaens 1852
‘¢ e ;;t’.....‘...ll.... ]852

18 Vie.eh. 33..vive vt venee. 1854

‘e AR % S £ 151 )
19 and 20 Vic. ch. 111 vvvve. .. 1856
20 Vie.eh. 11,00t vvieeene.. 1857
22Vie.eh. 52, 0v v, 1858

The charce as to Inferest, being creaie: by the act of 1349
that as to Principual, by the act of 1851; the Railway being
incorporated by the act of 1552 ; the aun: lenmation of the various
lines by the act of 18515 the loan of £900,000, by -he act of
1855 ; the first Preference Bonds being created bv the act of
1856,—concluded with the allegations fi llwing :

“ The receipts and earnings of the xaid Railway Company, as
the same i~ &1 pres nt managed, are not sutlicient to
pav the expenses incurred in working the said Rail-
way and incidental thereto, and there ix no fund
available 1o the siid Railway Conpany, out of which
to pay the overlue interest on the said Preferential
Bonds.

¢ The Plaintiff charges that the said Preferential Bonds consti-
tuteacharge or lien, not only up: nthe said Ruilway and
the profits and 10lls thereof, aud the lands aud real
Estate of the said Company, but also upon the En-
gines, Carriages and other Roiling Stock, and upon
the Plant ani all the other tangible perso..al property
of the said Railway Comypany.

4 The security of the holdzrs of the said Preferential Bonds
would be arcatly impaired if the said Defe idants
having the aforesaid Judgments were to sell the
Rolling Stock and Plant of the said Company under
the s4id Exe-utions, inasmueh as the swvil Preferen-
tial Bondhold: rs would then have no means of making
the ~ i} failway avuilable to satisfy their claims by
working the e throush the intervention of a Re-
ceiver and Manazer, and the preperty on which
such holders deped as secarity for the payment of
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their claims would be diminished, not merely in
the marketable value of the said Rolling Stock, which
i~ worth about One Million pounds—but by the
breaking up of the Traffic on the said Railway,
which it would be impossible to restore for a con-
siderable time, or without an ex;«nditure of several
Millions of dollars.

¢ The plaintff charges that the holders of the first Preferential
Bonds are cntitled to priority in respect of their first
charge or lien, upon the said Railway, its Tolls and
Profits) and upoa the Rolling Stock and Plant, and
all the «ther property, real and personal of the said
Raitway Company, over the respective charges and
Liens of ihe Provineial Government and of the said
Exccoticn Creditors.

“ The plaintiff also ¢harges that the said first Prelerential ond-
holders are entitlcd 10 have a Receiver and Manager
of the ~iid Railway appointed, by whom the said
Line «f Railway muy be worked for the benefit of
the res ective classes of lieniolders therein, in their
proper order of priority.”

And alzo with the followi ing prayer :—

“ 1. That the Puintiff and the said other, the said first Prefer-
entiai Bondholders may be declared eutitled to a first
charie or lien in respect of their said securities upon
the xaid Railway, and the Tolls, Profits and Revenue
thereol, and upon the Engines, Cuiriages, Rolling
Steck ind Plant of the said Company, and upon all
the reul and personal property of the said Campany.

‘2. That a proper person inay be appointed as Receiver and
Manager of the said Railway, by whom the traffic
thereof may be carried on, and that the profits derived
from such traffic may be applicd in the satisfaction of
the overdue interest and other debts and demands of
the said several elasses of Creditors in their proper
or er ol priority,

‘8. That the said d=fendants, Messrs. Baring and Co., and
Messs. Glyn and Co., may be restrained by the
Order and Injunction of this Honorable Court from
s izing, selling or in any way interfering with any of
tic Engines, Carriages, Rolling Stock or Plant of the
vaid Railway Company,” )

The Bill was sexved on all parties.

This was the position of matters in Canada in the early part
of Jaiuary, 1861, and the suit was in staiw quo, until the
answers of the Judgment Creditors and the Company were
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filed, the former on the 50 April, 1561, ad the latter on the
24th April, 1861.

In Engliand, however, much wa. go'ngon during this p-riod.

PROCEEDINGS IN ENGLAND.—JAN. 1861.

On the 2nd January, 1861, an importa:t Meeting, convened
by the London Directors, wa= held (@ full report of which has
already appeared.)

The Committee ot Preference Bendbold. rs in their report of
the 17th December, 1860, from which I have already quoted—
in discussing the ¢ Policy to be at present adonted,” state as
follows :

“The great object to be now accomplished, is the raising
of twocr two and a half millions =t rling, for the pur-
pose of liquidating present debts and placing the
line in an eflicient condition for m etin< the require-
ments of the trathic.

“ The Committee {eel strongly that the Grand Trunk Conpany
has « right to look to the Canwlian (focernment for
oid tn this eotreme difficw’y, aright founded upon a
fuir and reasonable interpretaiion of the coaditions
and circumstanees under whieh ten millions of Line-
lix: capital have been spent in conferring upm
Canada the best and most perfect system oi” Ruilway
transit to be found in North Amerizo.”

The original piospectus was issned in 1353, and the report
proceeds as follows :—

“In the =everal applications which, since 1853, have been
male by the Compauy. to the Canadian Governiment,
for faciliti=s and for aid in prosecuting the works,
the moral responsibility of the Province 1o the under-
taking has been uviformly urged as the basix of theve
spplictions, and that moral re<ponsibility has been
in effect admitted by the languoge of the public acts,
under which assistance has been rendered to the
Company.

“ The Commilter are qu''c prepared to find fhat errors and ex-
travazance mey be delected 1 som - portions of the
policy pursu « ia the construction of the lin.”

The result of the nreting of the 2nd Januar:, 1861, as will
be gathered from the printed Report of the proceedings ther at
was 1 —

That a Sclect Committee of s+ ven persons, viz.: 2 First Pref-
erence Bondholders: 1 Second Preference Bondholder; 2 Ordi-
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nary Bondholders and 2 Shareholders, was appvinted to confer
with the Directors.

That Committee was composed of the following gentle-
men:

R. W. Crawford, M.P., Chairman, '

William Newmarch, London, (Chairman of former Commit-
tee of Preference Bondholders.)

Samuel T. Arnold, Liverpool.

William Evans, Manchester.

William Hartridge, London, (Member of former Committee
of Preference Bondholders.)

William Smith, London, (Member of former Committee of
Preference Bondholders.)

Henry Wheeler, London.

And it was referred to this Committee to consider a scheme
which had been proposed for equipping the line with plant and
rolling stock and for extricating the Company from its prisent
financial difficultics; and toreport thereon a: d on any an-nded
or substituted scheme which they might wdvise, at the earliest
period.

On the 6t February, 1561, the first report of this Committee
was put forth to th- pubic.

This Commuttee did uoi consider it prudent to entertain the
proposcd scheme, aud advised “that the Share and Bond-
holders ~hould awuit intellizenee of the course taken by the
Canadian Government and Parliament.”  They also adopted
the conclusion that ¢ the best and most effective means of
advancing the claim ol the Grand Trunk Company upon the
consideration of the Canadian Government and Houses of
Assembly, will be by means of a Petition to be sent by the
Share and Bondholders, praying gencrally for relief and
assistance in the presenat embarassments of the Line.”

The Prefercnce Bendholders, who had commenced legal
proceedings, appear to Lave had very little faith (and very
rightly so) in the ultimate <uccess of this course. | again
refer to the “ Caxe,” and I quote thercfrom as follows :—

“In the present embarrassed state of the Conmpany’s affairs,
the Dircctors have applizd to the Government of
Cauada tor further aid, and we have been asked to
suspend proccediugs until the result of that appeal
shall be known.

“We cannot aivise the Preferenc: Bondholders to delay

proceedings on the chance of what the Government of
Canada may do.

“Tle Preference Bondiol ers, if rightly advised, hive al-
ready a first charge over everything. They, there-
fore, cwn gaic wothing by legislation : while the
Judgment Creditors, on the oiher hand, have every-
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thing to gain and nothing to lose by legislative inter-
ference. The Governmeut of Canada are plodged
lo introduce some measure as to the Grand Tru k in
the coming Session: it has been openly suggested
(although we do not believe that the suseestion will or
can be adopted), that the Government should advance
the two millions and 2 half sterling, which is said to
be wanted to pay ofl’ the flonting debt and provide
additional rolling ~tock, and take a first charee for it.”

The Committee of Share and Bondholders supplemented o0
their Report various *reasons” in =upport of their Petition
applying for aid 1o the Canadian Parliament, and rcsted their
appeal thereto on six principal grounds:

“ First, On the circumstances conneeted with the introduction
of the Grand Trunk scheme into the English money
market extly in 1553.

‘ Necond, On the declared policy of the Legislatur of Canada
on the subject of Railwivs for several vears prior to
the Prospectus of 1553,

¢ Third, On the apportionment of nearly two-thirds of the trial
aid granted by the Province to the construction of
Lines, which at present, ond for s veral yrars to
come, are, and st be, wuolly aor-commercial in
their character, that ix to sav, that while desirable as
public works fo: the bencfit of 'unada, ar: indefensi-
bl- as mercantile inve-timents for purposes of divi-
dend.

“ Fourth, On the obligations to aid—which have been admitted
by the Province in the course of discussions which
have tidien place curing the last four years.

¢“ Fifth, On the benefits which have bion eonterred by the
Grand Trunk Sistea: on the Province.

“ And Sixth, On the considerations of zeneral pulicy touching
the future progress of Canada as inscparable from
the financial credit of the Grand Trunk Railway
Company..”

Thes reasons ave elaberated throngh almost tweaty pages
of printed matter, which coucludes the report, and whieh will
be rore particularly discussed, in so far as they affect the
present position of affairs, herealter.

The 3ch-me of arrasgement which had been prepar:d for
the coasidoration of tre different elasses interested in this
Railway, and whic'y this Commiitee declined to entertain, was
as it states ~specially franed, so as lo avoid as fur as poss:ble
asking the Governmenl of (unada for any assistance except
that based upon consideration of proper security and the interest
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of the Province, closely indentified as such interests are with
the proper development and prosperiry ot this Railway, to say
nothing of the interext which the Province has in the Road in
respect of its own debt, or the importance tn Canadian cre !it
generally that this concern sh 1l b put upon « healthy footing.”

The heads of vuch Ncheme of \rrans ment were as follows:—

« 1, That the Government of Canida b applied to for an
advanee of a1 sum rot exceeding £500,000, <pecially
and solely for the parpose of providing additional
Rolling =tock and plant, 1o he securcd by a perpelnal
first rent-charge on the Railway after the rate of 5
per cert. peran um on (he wmount advanced, and
that means be taken to ~ccure the proper and econo-
mical application of =uch advince to the purpose for
which it is intended.

3. That the Government of C:ulada be applied "o for an in-
crease to the p:exsit postal subsidy, and that the
amount ol any ~uch increase be capitalised for the
ben- fit ot the Hoati-g debt er ditors: who shall agree,
if by such meqns a million sterling can Ye raised, to
accept such o Dividend as that amount will pay on
their debts, and to rank tor th+ bhalunce with interest
after all the oxisting I3 nd Croditors of every elass,

“3. In order to proteet tie Road and the property of the
Company from seizure at any thine hereafler by hostile
creditors, and to cusure the application ol the net
earnings from time to time in payment of the different
clas.es aceording to their legal priorities, a permancnt
Recetver shail be apyointed in the suit instituted by
a Preference Bondholder in Cunata, who =hall con-
tinie until the wet procecd  of the Line shall be
sufficient to meet th- smmal intrest on the whole
Bonded debr of the Company. T'he title of the
Receiver to be confirmed and hix duties defined by
Act of Parhaineut 5 two prov.sion: being essential—
viz:—1Ist. Phat the Receiver remit the net receipts
perivdic:lly 1o the Bankers in England, unless im-
pounded by order of the C'anadian Courts to satisty
the clams of partes residing in Canada. 2nd. That
all claimaiis against the Company be rostrained from
pro-ceding at law, but ~hall have in lieu thereof a
summary mode of applying to the Court in Canada
to settl: (subject to an apjeal) their legal priorities
in accordance with the existing acis, «nd that the net
receipts Lie from time to time applied in accordance
with xuch priorities.

‘4. That ingsmuch as clauses 1 and 2 affeet the claim of the
Prefcrence Bondholders to a first charge on the earn-
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ings, a meeting shall forthwith be held in London
of the Preference Bondheldirs, to consider this pro-
posed arrangement, of which due uotice <hall be given,
and if, notwithstar.ding the approval of such meeting,
one- fourth in value of the Preference Bondholders shall
within 10 days after the date of such Meeting join in
dissenting from the proposed arrancement, such dis-
sent shall negative the sime.  That as an inducement
to the Preference Bondhiolders to assent, their claims,
as defined by the join' opinien of Sir Huch Calms
Mr. Ampblet, Q. C. and Mr. Westlake, shall be
confirmed to them by Act ot I'arliament.

¢ 5. This arrangement to be without prejudice to the legal
rights of any Judgment Crediter who may object to
accept the provisions of ¢'ause 2 in satisfaction of his
debt, but a limited time to be fixed within which all
creditors shall determine  whether they will accept
such provision or not, and those only to be ¢ntitled to
the benefit of it who aceept it within that time.

“6. An Arrangement Act to be prepared for the purpose of giv-
ing cileet to this :mrangem nt, and fo contain, 1n
addition, provisions, (1) Lm/muvn.w th: Company
zl'l'tlt l/ze conscnt of the Governor in Counci! to stop
up or lease «ll noi-pying porti ns of the line. (2)
To oive up or make fresh r//)r:ww’))lmz/s with reference
to the leased iines, if the swue shouid be fownd not to
pay the renls (3) To oive effect to the recommendation
of the intended commission as lo the working arrange-
ments of the line, in order o ils best alapiation as a
paJum‘commuual:mn era. (4) To make such alicra-
tzons in the constitution of the Company as Il be
fair and just to the British Capitalistswho hare {ivest-
ed their money in the videriakivr, and aswill sccure
to all classes interesic b a proper core in the manage-
ment.

“7%. Inasmuch as the supply of projer Rolling Siock and
Plant, and an arrangement with the floating debt
credltw\ cannot te postpon d \without ziving rise
to fiexh complications and cmban'l\\menla, the
Government of Canada be ursed it once to bring
forward a mecasure of v lief, and to press the same
upon Parliument withoul waitinz for the Report of
the Dng'ish Commission as to the futare working
arranaemenh of the Line, which are quiie :eparate
and distinet from irs financial embaras=ments, and
without an arrangement of the latter no re-organisa-
tion for the »\orluno of the Liue can be ¢ Mective,

¢ 8 That these Ileads be circulated amonust the different
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classes interested and then be further considered at an
adjourned Mecting to be held at the _

London, on the  day of January now instant, so
that the sime may, if then approved of, be sent out
for the consideration of the Government of Canada
prior to the meeting of the Canadinn Parliament in
February.”

The “reasons” in favouar of the proposed arrangement
scheme were shortly stated as follows:

“ 1. The government are in a position of difficulty. They must
either (1) grant the Company the full velief it requires
or (2) do nothing. The former they can’t do if they
would. After a good deal of time lo-t it will end
therefore in their doing nothins, unless some middle
cours: can b+ sucgested.  The full relief which the
Company wants to pay off all it owes, ard stand a
fair chance of keeping out of debt for the future, is
not limited to T'wo millions and a half.  Some pro-
vision would have to be made for the large annual
charge lor interest on debt which the net proceeds
clearly will not be sufficicnt to meet for ut least some
time to come.

“ 2. Anything in the natur: of an arrangemen! must emanate
from the parties interested.  No scheme which may
be put forward simply as a Government measure
would stand a fair chance. so strong is party teeling
in Canada ; and having beeu in Canadarecently,[ am
bound to say, that amongst all classes with whom [
conversed. many of whom were very competent to
form an opinion, the strongest prejudice exists
agaiust th- Grand Trunk, under its prescut manage-
ment, and I am quit: sure that it will require to
present the scheme in 2 practical business-like form
to get the people of Canada to listen to any measure
of relief. Ii it be conceded that the scheme should
emanate from this side, then the question is, whether
the parties interested can better bring it forward now,
or after an wbortive attempt by the Government to do
something? Could the Government then so well take
up a scheme, involvines even a» limited amount of
relief, as they could do now? Would not the Govern-
ment then be all hut powerless ?

“3. An arrangement scheme emanating from the parties in-
terested in England would be regarded as their
scheme ; th- people would look favourably on a
scheme which secured them, (1) The Railway free
from any chance of future embarassmentsa, nd (2)
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The Province from being called upon for any further
aid,—and which further promised to give the Province
security for the limited aid now asked.

%4, Suppose the Company could raise enough to equip the
road, what is there to prevent its afterwards making
its own terms with the Government for carrying the
Mails? Would not the Province have then to pa
quite as much as is now asked? Of course the Com-
pany must bind itself to carry the Mails for a certain
number of years at the rate now to be agreed on.
If therefore the province do not at once get the full
benefit of the advance, regarded merely as a Postal
bargain, they will do <o before long ; but there are
collateral advantages which more than counter-balance
any present loss which the Province may sustain in
respect of the interest on the million.

“5, As to the £500,000 for the rolling Stock, the Province will
zet full security for the interest on it. The Company
might raise this elscwherc on the same security.
[t could not at present be raised in England, but
contractors might be found who w. uld undertake to
stock the Road and take payment in such a sccurity
as is here proposed ; but this would involve a
sacrifice in (1) A higher rate of interest and (2) The
Contractor making his own terms [or what he sup-
plies ; whereas it is to the interest of all parties con-
cerned, and the Province as well as the rest, that the
Company should be able to borrow this money on
easy terms, and that it should be economically appli-
ed, so as to give the road the {ull benefit of 1t.

6. Lhe Canadians will see that it will be better for the Pro-
vince to fall into the proposed arrangement than risk
the complications and delay of litigation with the
certainty that, except as part of an arrangemeut, the
Railway cannot be properly equipped until the rights
of the parties have been settled by the Courts, which
will take a long time, and in the meantime the Pro-
vince will suffer in common with the Railway. As
to the “condition” in the Act of 1857, counsel is of
opinion that it is not binding on the Preference Bond-
holders, and that consequently they may appropriate
to themselves the net earnings of the line without
being under the obligations which that condition im-
poses. The Province may therefore find after much
delay, and the injury resulting therefrom, that it will
be for the interest of the country to come forward
and aid the Road.—They could not do so so well,
nor on such easy terms at any future time, as they
could now.
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« 7. The Canadians must be impressed with the fact that it is
impossible to raise further capital in England until
the credit of the concern is restored. If therefore they
will not aid the Company, the sooner the parties
interested know it the better, in order that they may
lose no time in having their rights settled by the
Courts. ]

«8, The floating debt creditors should consider (1) What
they will get even if it should be held 1hat.they are
entitled to the Rolling Stock 7 By the time the
question is finally decid~d the floating debt will ha\{e
increased immensely, (2) What they will gecif Sir
Hugh Cairns® opinion ix upheld? By the proposed
arrangement they will get 10s. down and Bonds which
would certainly be worth at once 50 per cent for the
balance ; that iz 15s in the £. with the fair prospect
of getting 20s,, if the Road, properly organized and
equipped, should earn enough to pay inferest on its
honded Debt.

«¢9, If the floating debt creditors have no confidence in get-
ting aid to the extent of the million, then what use
is it for them to rely, as they are at present doing,
on the hope of not only getting the Two millions and
a half, but such further aid as I have already shewn
the Government must grant if they undertake to carry
the Company *“ through”’ ? If no aid can be obtained,
why delay the proceedings for a settlement of the
legal rights ? The chance of getting the limited aid
proposed will be much increased, if the floating debt
creditors will join in pressing the matter on the
Government. As to the Government undertaking all
the responsibilities of this Company, or granting it
any extended measure of relief, it would not be desira-
ble to accept it ev n if it could be obtained. It would
have the effect of placing the Road under Government
control, which would not command the confidence of
any class, either at home or in Canada, and would be
utterly at variance with the working of this Line
purely as a Commercial ccncern, which all now
agree is the great desideratum.

¢ 10. Nothing would tend more to restore confidence in the
concern than firsf, to clear it of its present indebted-
ness ; and next. the appointment of a permanent
Receiver, with large powers as suggested by the
scheme. Such appointinent would secure to the British
capitalist a due and regular application of the net
receipts, would prevent the possibility of the concern
ever getting into fresh complications ; because, how-
ever small might be the net earnings, they would



23

have to be applied according to the leual priorities ;
and instcad of having class against claxs, as we have
at present, each claimant would have & summary
mode of settling any question as to priorities on ap-
plving to the Court in Canada under whose direction
the Receiver will be acting.
“ 11. The only class who can, [ think, object, are the Bond
creditors whose Bonds mature at the earlier dates.
They have an advantace at present which they may
fancy the arrancement takes away from them, bhut
this is so ouly in appearance. It is not so in realily
and for this reason— It is clear, that af present, the
Preference Bondholders and the Judgment Creditors,
between them, cover the whole of the property of
every kind. It is right therefore that thev <hould
stipulate for that property being protected froq future
sejzure ; but it the Bond Creditors whose Bonds
become due in 1862 should then in=ist on their prin-
cipal beins repaid they can do xo, only that they
must take paymentcut of the surplus earnings instead
of by seizure, assuming that the Company cannot then
renew the Loan, which however they would doubt-
less be able to do if they could shew by that time
sufficient net earnings to pay the interest ; whereas if
there be no arrangement, the 15862 Bond Creditors
risk both principal and interest, for no one can say
what may be the result, to the common property, of a
lengthened litization, and the Kouad in the meantime
being left in Chancery, with no one havinz the duty
or interest to equip it with proper Rolling Stock, &e.,
which all agree is so essential to its proper develop-
ment. The Preference Bond-holders will clearly have
no interest to make out of it more than their
interest, and it cannot be expected that they will give
up any part of that for the purpose of equipping the
Road for the benefit of those coming after them.

PROCEEDINGS IN QUEBEC.

The Committee appointed at the meeting of the 2nd Jan’y ,
1861, havine determined to rely upon relief from the Canadian
Government, and acting in the full belief that Parliament
would respond to their appeal, the Preference Bondholders
who had commenced proceedings, decided upon prosecuting
their suit with sl possible despateh. They, however, sent an
agent to this Province for the purpose of watching legislation
on their behalf, and if possible to assist in the passing of a
measure of relief founded upon the arrangement scheme already
referred to.
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1 cannot better illustrate the position of matters at this period,
than by quoting from « published letter iidressed by the Agent
of the Prefcrence Bondholders, on the 17th April, 1861, to one
of the Members of the Executive :—

«] have been patiently waiting since my arrival here, to see
the kind of measure, if any, which might be submitted
1o the Legislature, to relicve the Grand Trunk from
its present very critical position. 1 kno“‘r that great
expectations were formed on the other side by the
framers of the Petition to Parliament, that the Go-
vernment and the Legislature would not let this Ses-
sion pass without some relief in the premises. The
Petition was, however, allowed to pass unnoticed,
and yowself and two other Members of the Govern-
ment informed iue, that they could not if they would,
extend any further pecuniary aid to th» Company.
Still, I was told that a Bill intended to aftect the Rail-
way in certain contingoncies, was in preparation, and
as 1 was kindly promised an carly copy of that Bill,
I thought it respeciful and proper to wait and see its
contents, before any nicasure was suggested by me on
the part of the Preierence Bondholders whom 1
represent.

““ As, however, vour note of last evening informs me, that ¢ it
i= v.ry doubtful what course the Government will
pursuc,—as tie Session, intended not 1o be a long
onvy is already far advanced ; and as Grand Trunk
affairs are duily becoming financially worse, and
more complicated, anl there ix real danger of a stop-
page of the road—it becomes a duty, the performance
of which [ feel I ean no longer delay, to submit to
the Governmnent a Bill, the great leading features of
which are ; —

“1. To pre=erve the property intact, by the appointment of a
Recciver, pending the =ettlement of legal rights and
priorities, which are in no way interfired with by
the Bill.

2. To give cnabling powers 10 raise, with consent of present
Preference Bondholders, a new Preferential Capital
to pay the Judument Creditors—if the Courts shall
decide that they have a first lien over any part of the
property—instead of allowing the property to be
seized and sold, and the line to be stopped.

“3. To give enabling piwers, also, to raise a further sum as
new Preferential Capital-—with consent as above—
properly 10 equip the road, and give enlarged facili-
ties for its development, under the present manage-
ment, which the Bill dees not propose to interfere with.
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“You will see that by this mensure, if adopted, the Preference
Bondholders would be making a concession, which,
1 believe, they need not do, if they were disposed to
press their extreme rights, regardless of those behind
them ; or were conteut to wait aud let thines drift
ax they may.  Thosc whom 1 represent have, how-
ever, no xuch selfish policy. They are desirous of
seeing i cour<e adopted; which shall benefit all in-
terests. and henee [ ventare to sahinit, without preju-
dice, acecording to instructions, the heads of a mea-
sure, which am prepared to explain in detail. May
[ aslk, therefore, that you will kindly lay this letter
betore vour colleaones in the Government, and let
me hcar from you thercon 2

He ably d: sceribes the fhen eondition of Grand Trunk
affairs in the following words, also extracted from hix pub-
lished correspondence :—

‘1. The Grand Trank Company is admittedly insolvent.

2. It has tricd in vain to obtain yecuniary aid from the Pro-
vince by memorial to the Government, and Petition
to Parliim+nt.

“3. The Government has repeatedly di clared its inubility, if
even it hiad the will, to imake further advances.

¥4, Messrs. Baring & Glyn have obtained judgment fir an
unusually large :num; one of the Contractors has
commenced proceedings for overdue Bills of Ex-
change to a large amount: and the Preference Bond-
holders are before the Courts to assert their rights and
priorities.  From the proceedings of these several
parties the integrity of the property is menaced ; but
should they forbear for the moment to press their
claims to the utmost limit of their legal rights, there
are still—

“5, Numerous simple contract creditors who will immedi-
ately commence suits against the Company, when
they find this session puss over without an attempt
oun the part of any to come to the rescue; and who
will unquestionably seize andsell the property.

“6. The non-pavmeut of the rent and interest due in respect
of the lease of the Atlantic and St. Lawrence Com-
pany exposing this part of the property, with all its
improvements and equipment, to be taken possession
of at any hour, without notice, aund the leasc to be
forfeited.

‘7. Whilst the concern is thus threatened from without, its
vitality is endangered from within, and it may any
day come to a stand from sheer inanition.  The very

(o]
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wages of labour run into arrear, a laxity of discipline
is thereby induced, threatening a complete disorgani-
zation of the staff’; whilst from these causes and the
bad material condition of the road, the traffic is car-
ried on at an enormous risk to life and property.”

The Government however, declined to interfere at the in-
stance of the Preference Bondholders in any way whatever—
they threatened to bring in a Bill, which would indirectly affect
the Railway, by vesting in the executive the right of appointing
a Receiver, and the agent before referred to, Mr. WILL. PARE,
accordingly served the notice, of which the following is a copy :

“[Cory.] Russenn’s Hotkt,
Quebec, 4th May, 1861.

To the Hon. GEorGE E. CarTIER,
Premier, &c., &c., &ec.

¢« Sir—As agent of the first Preferential Bondholders of the
Grand Trunk Railway, I beg to give you notice that they are
—in the event of the management of the Railway by the
Company not meeting the Statatory requirements imposed upon
the Company by any Act of Parliament—prepared as parties
primarily interested in the successful working of the Railway,
to take the entire management and control of the undertaking
into their own hands; and provide for the efficient working of
the road, ind the proper maintenance of the Postal service, the
conveyance of Her Majesty’s troops, and all traffic; and in all
respects for the due performance of all obligations to the
public.

(Signed,) WILL. PARE”

The session was concluded without anything being done in
regard to Gran1 Trunk legislation.

PROGRESS OF SUIT IN CANADA.

The suit thereupon proceed.d; all attempts at legislation
having failed.

The confilence entertained in England in the prosp:ect of a
speedy decision, was not realized. The English Solicitors, as
I'have already stated, expressed thems:lves upon this subject,
“ that much would depend on the character of the opposition.”
They had hoped that “remembering who were the Principal
Judgment Creditors,” no impediment would be * thrown in
the way of a speedy decision,” but this was not the case;
the defences put in by the Judgment Creditors and the Com-
pany were as lechnical as they well could be. So much was
this felt by the Judgment Creditors that they instructed their
Solicitors to withdraw one of such defences, viz., that “founded
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on the non-execution of a mortgage or conveyance to trustees
by the Company, to secure the Preference Bonds.”

The defence set up by the Judgment Creditors, may be thus
shortly stated :

¢ That the act of 1856, only authorised the Company to issue
Bonds, with such priority of cliim as therein mentioned, and
even supposing the authority to create a charze prior to
that of the Province, the only proper method of creating such a
charge was by executing and registering a mortgage, and as
that was not done, the conclusion is, that the Company suc-
ceeded in raising the money without putting in force the power
to give a Preference with which it was armed by the act.

Then question~ are raised as to the property covered by the
charge, supposing it to exist.

Then questions are raised as to after-acquired plant, both
simply and on the allevation that the Defendants alvanced
a part of their money for its purchase, and on an express con
tract for its security.

Then the question ix raised that the Crown is a Trustee for the
Plaintiffs of the rights which they claim, and that a Trust cannot
be enforced against the Crown, by a Bill in equity, but only by
Petition of Right.

Then the question of ¢ nstruction of the several acts, is con-
tended for as against the plaintiff ’s rights.

Th> defence by the Company may be also shortly stated, as
follows:

That the first Preference Bonds were not issued under the act
of 1856, but under the act of 1857 (20 Vic., ch. 11,) and that
these acts must be construed together.

That the Railway passes through five jurisdictions, and thata
Receiver would be of no u-we and would be disastrous, and
that no case is made for a Recciver,

Her Majexty’s Attorney General has resisted the jurisdiction
of the Court throuchout the proceedings—and the course he
has been advised to take with relerence to this suit has been
resistance throuchout.  The Bill was taken as confessed
against him, from which decision he bas appealed to the Court
of Appeal.

The objections to the Plain:iff ’s rights, were on the whole,
purely technical, (save and exeept the simple question of the
construction of the various acts of Parliament.)

To question the extent or nature of the priority contemplated
by th> act of 1856, is onc thing; to contend that whatever the
priority contemplated wax, the Preferential B ndholders did not
get it on account of a fechnical slip in carrying out the act,
notwithstanding that the Bouds were issued under the act of
1856, is quite another thinyg; expecially wlhen the Chief Direc-
tors who made the slip (if any,) are among the Defendant’s
who took the objection. It is attempted to throw blame
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upon the Bondholders for not availing themselves of the pro-
visions of the act. The Company issued the Bonds. The
Directors made it appear on_the face of the Bonds, that they
were issacd under the act of 1856, and who was to blame?
Obviously not the Bondholders. .

But it was unnecessary to evecule and register a mortgage,
The idea of registering each Bond separately in all the Coun-
ties in Canada through which the Railway passes 1s absurd,
no machinery existed therefor; nothing 1s sald in the act
about morteare—no land is described in the Bond§._ The
Acts of 1857 anl 1533, by directiny the payment of interest
on the Preferential Bonds to le first paid, treat them (certain-
ly by implication) as having been issted under the act of
1856. .

The Act of 1856 g.ve the Preference Boudholders indepen-
dent rights. They were put in the place of the Province. If
the Crown was a Trustee us the Defendants contended—the
Preference Bondholders were the cestuls que Trust.  What
would be the weaning of a crstuis que {rust having priority of
claim over his Trustee? The Cr wn does not admit the
Trusteeship.

HERRICK ». THE GRAND TRUNK.

On the 17th June, 1360, a friendly proceeding was adopted,
under the Tide of * Herrick v. The Grand Trunk Railway
Company,”’ to determine the matters, which are betterevidenced
by reference to the prayer of the Plaintiff’s Bill in that suit :—

‘ 1st. That it inay be dcclared by this Hinorable Court, that
under the circumstances hereinbefore mentioned, the
weekly and other earnings of the said road should be
applied, :.fter the payment of the ordinary and current
expenses ¢f mantcing, maintaining, and working the
said road, in and towards the purchase and acquisition
of such rollinx stock, plant, stores, and other appli-
ances, as may be requisite for the more efficient
working of the said Railway, and in and towards the
payment and discharge of the floating debt of the
said Company, in prefercnce to and before any pay-
ment in respect of the Preferential Bonds aforesaid,
or the interest thereon, or any part of the funded debt
of the said Company.

“2nd. That the Defendants, the Directors of the xaid Company,
may be restrained from auy other apj lication or ap-
propriation of the said earnings.

¢“3rd. That (if necessary) for ths purposes aforesaid, all pro-
per directions may be given, and accounts taken.
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¢“4th. That th: Plaintiff may hve such further and other
relief in the premixes as the nature and cirenmstances
of the cas: may reqguire, and to this I norable Court
shall seem meet.”

The case was arrued at ereat length, before the Vie --Chan-
cellors Esten and Sprazae, by eminent counsel for ali parties,
and the Court in giving judgm nt, staed as folloas (—

“ His Honor Mr, V. C. Esten said : After the best considera-
tion we have hoeen able, in o short a time, to vive to
thiz caxe, we have come to the conclusion that the
Plaintif’s bill must be dismissed. Tt appears 1o us
that the situation of the Prelerence Boadholders is
clear—their pozition and theiv richts have been well
defined by the Acts. His Lotdship then refeired to
and quoted from 12 Vie., cli. 29, which uave .the
Crown the lien for interest 5 18 Vie., ch. 174, which
extended that lien to principal as well as interest
and 19 & 20 Vie, c¢h. 111, which authorized the
issue of the Prefercnce Bonds  Now, this last act,
said his Lorlship, suthorized ithix Company to issue
Prcferential Bonds to the extent off two millions of
pounrls sterling. Tue holders of sach bonids to bave
priority of clum the etor oo, the present first lien of
the Province. As Boadh:ld: rsmerely, th -y have no
lien, but Ly this enactment their Len (for they gt the
lien which the Government already posesed) at-
taches to the whole property of the Conpany, present
and future, for Prn ipal as well a: Interest,

¢ The rights of th: Pref-rence Bondholders thus erveated are
not impaired by anv sulisequent enactments, and in
my view the Act 22 Vie. ch. 52, r.her coafirms
those richis,

¢ Now the object of this =uit is to restrain the Dircctors from
puying the interest now due anl uapaid on the Pre-
ference Ind-.  Apart from the Acts of Parliament,
this Court has no power to interf v».  This Court
must decide the questions which are raised upon
these pleadings, accorling to the several Acts of Par-
liament which hear upon the subjecr; and i1 we
refer to those Acts, az we have done, we find it clearly
expres<cd, Tuar T PREFERENCE BONDUOLDERS ARE
IN THE POSITION OF PREFZRRED CREDIIORS, DAVING A
LIEY UPON THE ROAD AND A'.L THii WORKS AND PRO-
PERTY OF THE RALWAY. Then, asain, on looking at
those parts of the Acts which have been ci(ml. as de-
scribing th: order of distribution of the carnings of
the road, we do not find that in those Acts the rights
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of the Bondholders are in any wise impaired. There
is no doubt in my mind but that the Bondholders can
institate a suit to restrain the Directors from applying
the earnines of the road in any other way than in the
order #ppointed by the Acts. This case is to be dis-
tinguislh.ed frem Zorry v. Londonderry and Enniskillen
Raihvay Company.

“ We cannot suy how the past debts, due and unpaid, are to
be met; but it is quite clear to me that a person
having a lien is not obliged to submit to payments of
past dcbts which the Directors have neglected to
pay ; and I consider that the Preference Bondholders
of the Grand Trunk Railway Company are in that
position.

“From the best consideration we have becn able to give to the
case, we have concluded that the Bill must be dis-
missed, and with coxts.

“ His Honor Mr. V. C. SpraceE regretted that he had not been
able to give this case more consideration before ren-
dering judgment  There were two branches in the
case. (His Lordship then read the priyer of the Bill.)
He was of opinion that it would be a breach of trust
to apply the exrnin2s< in any way unauthorised by the
Acts.  He was in doubt «s to the expenses of main-
taining and working, and whether the Preference
Bondholders were entitled to any thing more than the
¢profits.”  He theught that the statutex 12, 19, 20, and
22 Vic., should ke read in pari maferia. His lord-
ship, however, desir: d to reserve his opinion on these
points, as he had not sufficiently coi sidered the effect
of the numerous statutes which had been referred
to, and he desired to look more {ully inty the case of
Corry v. Londonderry, &c ; ut any rate his leaning
was in Frvour of the decision come to by his learned
brothier EsTen, and he should agree pro-forma, that
the bill be dismissed.

“ His Honor Mr. V. C. Spracer considered that the suit was
not preperly censtituted,”

. Immediatcly after this decision had been rendered the Plain-
tifl’s Bill was wmended and a Secind Preference Bondholder
made a party thereto » s co-Plaintift,

The long vacaticn thers upon arrived, and it was found im-
possible to continue the litigntion until it had expired.

Meantime, and before the Plaintift’s proccedings were pro-
ceeded with, two events occurred.

Ist. In pursuance of a commission which had been di-
rected by the Government to John Langton, J. Lewis Grant,
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and Toussaint Trudeau, Esquires, to enquire into the manage-
ment of the Grand Truuk Railway—the compliance of the
Company with the conditions of the relief acts—the present
ﬁna}ncial‘position and generally into the mode of expense of
maintaining and working the line, with the tratfic arrangements
connected therewith,—Messrs. Langton and Grant repgrted in
execution of the said commission, and their report was pub-
lished. To this report I shall make further reference here-
after.

2nd. The Nelect Committee of Share and Bondholders ap-
pointed at the meeting of the 2nd January, 1861, hereinbefore
meptioned, on the 9th July, 1861, issued their second report.
This Report, extending over 64 paves of printed matter has
been published.

SCHEME OF RELIEF.

It is urnccessary to make o very particular reference to this
Report, and I propose confining mysclf to the plun of re-organ-
ization and relief which the Committee recommended to all
the claimants on thie Company, the principles of which were.
(a) The ruisine in England of £500,000, to equip the line;
(b) A scheme of general concession for the five years 1862-
1866 ; (¢) A plan of reformed and efficient manigement ; and
(d) a consolidation in the simplest form of nll the Statutes and
legal technicalities aflectiny the line,

Th= £500,000 to be raized iz England for cquipment to he
called an ¢ Equipment Mortgage,” the Debentures to be for
10 or 15 yr ars; the interest to be payable half-vearly in Lon-
don in <terlin, and to b» = charge bhefore the leases; ard next
after working expenses,

The L:-use Rentsof the Afluatic and St. Linivrence Line to be
reduced to 5 per cent., jcr an-um, ior the next five years.

The Preference Bon's (1st and 2nd) to be reduced to 5 per
cent., per annum, for “he 5 vears, 1562 66, and the holders to
have the option of converting the Bond. into ¢ First and Sec-
ond priority Stock,’—carrying votes—the priority of the first
over the second being preserved.

Tiie “ Ordinary Bonds™ to be converted into ¢ Perpetual
Preference Stock,” and carry votes.

The Ordinary Bo s to be reduced to 3 per cent., 1862-66,
and after 1866 to hear b per cent. in perprludy.

The £500,000 Ordinary Bonds (due 1962) to have priority
over rest of Ordinary Bonds, and to bear intcrest at 4 per
per cent., 1862-66.

The dividend on ¢ Share Capital” to bc subject to same
reductions, 1862-66. The legal domicile of the Company to
be in London.

The Company in Canada to be managed by a Delegated
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Commission ” of three persons—one to be nominated by the
Canadian Government, one by the Preference Bondholders,
and the other by the Preference and Ordinary Stockholders.

In consideration of these roncessions the following applica-
tion was made to the Canadian Government :

* The Canadian Goverament to be applied to to advauce at once
to the Grand Trunk Company Province Bonds,
bearing 5 per cent., p-r annum, payable in London,
and for a term of say 25 or 30 years, the sum of one
and a half millions sterling, such one and a half mil-
lions to be the capitalised payment for the 25 or 30
vears of the total unnual amounts to be due to the
Company for postal and military subsidy, reasonable
provision beinz of course male for the imposition of
limits as regards the extent of service to be required
by the Province.

“Qut of the proceeds of these one and a half millions the
juwlgment anl simple contract creditors to be piid a
present cash dividend of not less than ten <hillings in
the pound on the principal of their debts, taking the
bulance of the debts in stock (o rank aiter the 1+t and
2nd Preference Bonds, anl the £500,000 Bonds due
in October, 1862.”

The gentleman to whom was entru-ted the imptant duty of
carrying out these negoiiations, Mrv. Watkin the Gen.ral Muna-
ger of the Manch.ster, »heflicld and Lincolnshire Railway,
arrived in thiz Provine: in Auzgnst last: th- resuit of his
labours i contained in his report ol Docember 2, 1561, to which
I shall herenfter have occasion to rfer. He returned to
England in Oc¢tober last. 3eawime, as Mr. Watkin had to
all appearances failled in the sp cial object of his mission,—
the proccedings in the «ni's of * Morrison »# The Grand Trunk
Railway Company,” were proze ded with, in the month of
October, in both Upper and Lower Canada.

JUDGMENT OBTAINED IN LOWER CANADA.

The suit in Lower Cauada came on for argument belore
Mr. Justice Monk on the 23rd O -tober, and oceupi. d that and
the two following diays: the Honorables Messrs. Drummond
and Dorion and Mr. A. Robhertson appeared as cou. sel for the
the Plaintifls, and Messrs. Riichie and Pominville for the
Def-ndants. A fall repori of the arguments has already been
printed and publi hod. Judgment was rendered in writing on
the 27th November, 1861, and it is certululy o ver, z?dble
document. It decrees to the Plaintiff the amount due to him for
Interest on his bouds, but did not give him a receiver or



sequestre, considering that by law and the constitution of the
Court the juds. hal no power «r authority to name and appoint
a sequestre, and declaring that such an office. ax app-in‘ed to
take posses-ion of an | tomanaze Ra hw oy vroperty wis unknewn
to Lower Cavalian law, and that the law relating to the
sequestration of prop rty had no application to the judicial
sequestration of the property of budics politic ani corporate
incorporated by Act of Pwliament, unless by and with the
consent of =uch bodies politic and corp rate.  The learned
judge, however, pronounsed upon the hmportant que-tion of
the legal rivhts and priorvities of the Pr fevence Bondholders,
and fully confirimed their contention. 1 extract from his judg-
ment as {ol.ows: °

“Hisx Honor then allaled to the Sainres - —

“16th Clanse of the Act, 14 h and 151th Victoria, eap. 73

«20th Section of the 13 h Victoria, cap. 33, (Culled  the
Amalonnetion Act)

“2ntand 3! Sections iath Victoria, cap. 154

“2pd and Srd Sectioes 19th and 200 Victoa, cap. 3.

«4th Nection 20th Vieioria, cap. 11 whereby it is declared
that the Provinee foregoes «li i rest, on ity claim
agains' the Comrany on ¢ rudu conditions therein
specified

“ Previous to the prsxng of this Aet, the Trovinee L, under
the severe! guaranees = 1 futh in the various Stn-
tutes above named, advaneed to the defendanis, the
Compiay. £3,111L76D steriing tor which the {‘rown
und subtedly liel:d ¢ the dir-t hypothee, morteage and
lien upon the road, tollsan<t pro ity of the Company.?
This ix a<{ apprelsnd vn all viaduets, brifzes,
siations, houses, depots, and o hee worles i chinery,
and encines, vessels carriges anh things of every
kind, wiich may be secessaiy or conveuicnt to the
working and using ol any rulway, “and upon all
toils iz ng toerelrom.

“The hypothee, morigae or lien of ine Provinee extended
to all ihese objcts, and the Provineinl Government
held by express lecisiative enactiient all thes> various
securiiics for the prment of the diiieren: loans and
advane-s which it .d from time fo iim: made to
the Company. We inay nov enguire whether the
first preferone bo dhollers have @ claim upon the
¢Railway ? ax above defined, and also upon e tolls,
superlsr to fin s Ly po Lie s and morione, privilese, or
li-n of the Province 1 of opinion that the ques-
tion i~ susceptiole ol very e a i ulty. The Act
19 axd 20 Vie, Cap. 3. ex;icssly enacts as before
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stated ¢that the said Company shall be authorised to
issue Preferential Bonds, to the extent of £2,000,000
stg. The holders of such bonds to have proirity of
claim therefor over the present first lien of the Pro-
vince.” In strict legal technicality, we may be at
some loss to define or classify this substitution of one
creditor in the rights of another. If desirous to find
a name for it, we might have some doubts whether
we should term it a surrender, transter, assignment,
renunciation, subrogation, or a simple postponement,
but the language devoid of technical accuracy in this
respect is, however, unambiguous, and to my mind,
its effect is clearly beyond controversy, assuming that
there is nothing in the form and language of these
First Preference Bonds at variance with this enact-
ment, and upon reference to the form of preferential
Bond given in the Plaintitf’s complaint, and its cor-
rectness is not disputed by the defendants,—the
holder of this bond is entitled by law to priority over
the exixting first lirn of the Province upon the under-
taking of the (nand Trunk Railway Company of
Canada in respect o the debt of the Company to the
Province. T apprehend this Act (of 1856) places the
first preference bondholders in precisely the same posi-
tion in rcgard to the “railway ” and its tolls and
property, as that previously held by the Province.
Aud I think that this privilece is applicable to both
capital and interest. [ cannot adopt the pretension
that the Act of 1356 inust be int rpreted by reference
to the 20 Vie. chap. 11 (Act of 1857). Circumstan-
ces may Iimpair or diminish the security of the first
preference bondholders, hut no hing less than fature
legislative cnactment, or their own acts, can defeat
their priority of claimn over the *first lien’ of the
Province. I think the Act of 1856, if it means any-
thing, means this. I am not of opinion that the Act
of 1857, 4th clause, interferes in any way with the
rights of the first preferentinl bondholders. By the
Act of 1856, the Province in effect subrogated these
bondholders in all the rizhts resulting from its © first
lien’ to the extent of £2,000,000 stg. By the Act of
1857, it foregoes, on certain conditions, all interest
on its claim of £5,111,500 stg., against the Company,
until the ear.ings aud profits of the Company shall
be sufficient to defray certain charges therein specified,
and among which charges is the interest on the
first preferential bonds. If the Acts of 1856 and 1857
are to be interpreted together, the interpretation [ think
would be in favor of the first preferential bondholders.
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“1 do not therefore view this as a contingent or conditional
right conceded to these bondholders, but a privilege,
a ‘first lien’ as clear, absolute and indefeasible, as
that of the Province previous to the Act of 1856.
The Act of 1858 (22 Vict. ehap. 52), amending other
Acts, provides for the increase of the capital of the
Company, by preferential bonds, which are deemed
preferential under the Act of 1856, or by other bonds
not preferential, or by mort:age, or by the issue of
new sharcx.  (Refers to sec 3.)"

‘“ I am further of opinion that this Act does not affect in any
way the rights of the first preferential bondholders.”

PROCEEDINGS IN UPPER CANADA.

The proceedings in Upper (‘anada were also continued by
the Plaintifts giving a notice of motion on the 18th October,
1861, of an intended application to the Court for the appoint-
ment of a Receiver and Manager in terms of the prayer of
their Bill. In support of such application, they proposed to rely
upon their own uflidavits verifyins their Bill, and other mere
formal matters; and the affidavits of their agent, Mr. WILL,
PARE, and of THOS. C. KEEFER, Esq., Civil Engineer,
who had, on behall of the Plaintiffs, been engaged for the four
months previous in examining into the condition of the road.
On the 11th November they alvo gave notice of an intention to
bring their cause on fir hearing that their legal rights might
be settled and determined by tiie decision of the Court.

From the affidavit of William Pare, of Dublin, Engineer,
the Agent of the Plaintifts, | extract the following:—

¢ 27. I say, that [rom information I received from Joseph Elliott,
the Sccretary ond Treasurer of the delcndants, the
Grand Trunk Railway Company of Canada, and also
from the Honorable Mr. Ferrier, one of the Canadian
Directors of the =aid Company, { have rcason to
believe,and [ do verily believe, thnat the Company are
paying gencral Creditors of the (ompany, and other-
wise discharging by pa.ment simple confr:ct debts,
which ought not to le paid betore the interest is paid
on the first and second Pref.rence Bonds, and which
debts, the sail Mr. Ferrier informed me, they could
not and would not have paid but for the cighth clause
of an Act passed during the last Session of the Can-
adian Parliament, 24 Vie. chap. 17, and entitled, ¢ An
¢ Act to explain and anend the Railway Aet ;” and
respecting which Act a petition has been presented to
Her Majesty th. Queen, and a Meworial to the Duke
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of Newcastle, the Secretary of the Colonies, to dis-
allow the =aid Act, and the same i< now under consi-
deration.

Th- aflidavit made by Mr. KEEFER was as follows :—

¢« 1, That I have examined into the condition of the Grand
Trunk Railway by going over the wholeline, as well
ax by cxamining the Official Reports of the Directors
and Ollicers of raid Railway, and I believe that the
renewils of the perishable materials on the said Rail-
way have bcen =o nezlected, that for several years to
come the necessary outlay for this purpose as well
as for other works of repair and reconstruction, will
absorb ihe whole of the net earnings which may be
counted up-m, so as to leave nothing to pay the rents
due by the said Company, and that if said rents are
paid these rencwals must be provided for from
sources other than the earnines of the road.

“ 2, That unless a large sum of money is soon c¢xpended upon
the renewals, the value of the Railway will be still
more deteriorated, and the expense and risk of con-
ducting its traffic increased.”

Every possible opposition was offered to the Plaintiff’s pro-
ceedings. On the 31st October, 1861, the Defendants, the
Judgment Creditors, and the Company cross-examined MR.
KEEFER, and the Judgment Creditors afterwards examined
him as a witness cn their behalf.  His evidence is sufficiently
important to b given in ex/easo.  On cross-examination on
his affidavit, he said :—

“J made an affidavit in this cause. Inmakine the examination
referred to in my affidavit 1 travelled on the cars on
several occasions between June and September last.
I went over the line for the purpose of making this
examination; it was especial business, and I was
paid for it by the Plaintiffs. I travelled as a pas-
senger. I travelled in one ot the passenger cars. 1
could sce the condition of the track very well by
riding over it in this way. So far as | derived infor-
mation from per-onal inspection, it was derived in
this way «t i.l-rmediate places between stations;
but atterminal pointsand stations I had opportunities
of examining the track and establishments as much
as 1 wished, and did so. My first trip was from
Toronto to Monireal. I did not examine the line on
that trip. [ submitted a <eries of questions through
Mr. Pure to the Secretary of the Company, and these
questions were returned to me through Mr. Pare,
answered by the Engineer, Trembicki. I look upon
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the exhibit now produced aid shewn to me, marked
with the letters A. A.; these are the answers of Mr.
Trembicki to my questions, with the questions. My
aftidavit ix founded on my personal inspection of the
line—on the answers of Mr. Trembicki to my ques-
tions—the reports and accounts ot the Company as
published in Lonrdon and Canrada, the Reports of the
Lngineers of the Company, and information obtained
fromthe Engincersof the Company. My cxamination
was extended from Portland to Rivicre du Loup, and
to Detroit—in fact the whole line of the Campany,
My first trip to Montreal was in June; inJuly 1 went
to ~umia. [ wenr on a Thursday, and remained till
the (ollowineg Monday—visiting Detroit in the mean
time. The examination I made on the road to Sarnia,
was by sitting at the rear seat of the re:r car, and
looking out asx we proceeded, except at stations where
I could get cut and I ok around.  This is the kind of
examination I give to all the rcad except at terminal
points and stations. 1 know M. Shanly ; he is a
Civil Engineer: he is Traflic Superintendent of the
whole line of the Grand Trunk Ruilroad.

« By Mr. Strong.—With regard to the track itsclf, T consider
my examination was sufficient in connection with
the official information extant ; but to have made my
examination complete, it should have been extended
to bridges, culverts and masonry. After obtaining the
answer to my questions by Trembicki, 1 applied to
the Necretary of the Compuny through Mr. lare for
facilitics for inspecting the line : to be forwarded by
a hand-car from structare to structure, and an order
for the divisional Engineers to furnish me with any
information I might require. At first I was informed
that the Directors had resigned, and nothing could be
done, and ultimately my application was refused.
My affidavit is based upon the assuniption that the
bridges and otler principal structures were in good
order generally ; but [ saw some of the stone masonry
in the Quebec and Richmond Division, and the brick
work on the Central Division, were getting out of
order and repair. 1My object in asking the hand-car
was not for the purpose of cxamining the track, but
for the examination of the structures, of which the
Official Reports of the Company gave nic no infer-
mation.”

On being called as a witness on behalf of Messrs, Baring
& Glyn, he said :—

« The whole line was divided into five divisions, with a local
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“ Ly M.

Engineer to each division. The duty of these Engi-
neers is to superintend the condition of the road in
the respects mentioned in my aflidavit; they are
nearly constantly von the road, and that is what they
are employed for. I made a written Report to Mr.
Pare of my examination, and delivered it to him. On
some points these local Superintendents had better
opportunities of judging of the condition of the road
than I had, particularly as to the masonry and strue-
tures. If they had not reported fully on other points,
they would have had better information on all. Mr.
Blackwell is an Engineer, and I understand is Mana-
ging Director and Head of the Engineer Department,
I understand that Trembicki performed some of the
duties of Head Engineer ; but others of the Local
Engincers disputed his authority. If Mr. Shanly’s
attention had been called to the points alluded to in
my aflidavit, he would be capable of forming good
Judgment thereon, but his official duties would in my
opinion preclude his going into it, unless his attention
was specially called toit. Mr. Shaunly is general
Traffic Superintendent for the whole line, I believe.

I'think there must be one gencral Superintendent of
the Traflic Departmeut. 1 understand that the gross
earnings of the line have lately reached upwards of
ninety thousand dollars weekly. Any establishment
like the Grand Trank as a whole, requires one Gene-
ral Superintendent.

Strong.—There would be no difficulty in dividing
the line into portions or sections, and managing each
separately. It would involve an increased expense ;
if’ there was the usual friendly interchange of traffic
between the separate portions, it would practically
make no difference ; if worked as one line there
wouid be no difference. If the trains of one section
were allowed to run over the other section, it would
be practically conducted as one line, and in that case
there would be no difference in the expense, except
so far as the employment of two Managers instead of
one would increase the expense, and other office
clerks, but it would not increase the working traffic
expenses.

McDonald—1 never have been a Manager on any
Railway. The traffic on a road bringing in an
income of upwards of ninety thousand dollars a week
could not of course be managed so economically in
two lines as in one line. I think if I own=d the
Grand Trunk Railway, I would cut it up into several
pieces: I would cut off the two lines in the United
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States at each end, if I could, because I think I could
derive as much benefit by working in connection
with them, and at less expense than at present, and
because they arc more di pendent on the Canadian
line than the Canadian !ine o' them. The two lines
are leased lines, which I would cut off.  I'he line from
Point Levi to Riviere du Loup could be w.rked as at
present ; all the remainder on the south side of the
St. Lawrence could form a separate division.  From
Montreal to Sarnia, I think I would work as one
line, except 1 could make a favorable arrangement
with the Great Wextern, the Buffilo and Lake Huron
and Northern Railways, and in that caxe 1 woull dro
the line xe~tof St Mary's, as part of the through
line. The Victoria Bridge would belong to the
Eastern Division. or through business the road could
not be worked as I have just mentioned, as well as if
conductel as one entire line. Wshile I would cut off
the leased lines and would maintain intact the section
fr.m Montreal to Lake Huron—if satisfactory traffic
arranzements were sccured for the portion cast of
Montreal for througzh business I see no objection to
it being worked as 2 separate line.  1f T were com-
pelled to keep the leased lines—that is the Portland
an:! Detroit extensios—I would keep the whole as at
preseit ; but whetl:er I would w -tk the Detroit and
Port Huron section or no woull depend on its being
able to pay working expenses,—unless compelled
by the charter.  There woull be no difficulty in
working a line producing a hundred tiiousand dollars
per week in conuection with other lines, provided
proper traffic arrangements were made. If the local
business on any one li e were <o great as to block up
that line, then of course there would be no passage
for through traffic ; the greater amount of lozal trafhe
on any one line, the greater inconvenience it will
occasion the throuch traffic, or the through trafhe to
it. [ donotsee thatthe greater amount of local traflic
would increase the difficulty of managing in sections
as compared with managing as one line, because if
the local traffic on the line as it now ix becomes
sufficient to block it up, no through business can be
done as in the other case. As I have already stated,
I think it more advantageous or convenient to work
such a line as this under one Superintendent.

“ By My, Strong.—I think the earnings of the road have not
amounted to ninety thousand dollars a weelk until very
lately ; it is beyond the average receipts—that is—the
harvest of the road; the receipts are higher at this
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Upper Canudu and the line in Lower Canada to be
fwo separate and distnet lines, the inteichange of
tr-thic would be eventually forerd upon each other.

« By Mr. McDonald.—Thr scexon continties cood for the road
until the freights hocome scarce in Montreal.

EXHIBIT A A, REFERRED TO IN DEPOSITION OF
THOMANX C. KEEFER.
ANSWERS TO QUESTIONS BY MR. PARE.
« Question.—Length—\What is the l.ngth of Main line and

sidings? o
« Ansirer.—Length ol Main line and Branch Sidings.

'Te:Er n g’n
M:zin Line. prgel 4
s & 2
R
— - - -
Portland Division.—Portland to Island Pond................. 149} 25%
Eastern Division.—Isliand Pond to Montreal* ............ 144
Point Levi to Richmond.......... o0, 034
2391 | 274
Riviere-du-foup.—From Chandiére Junction to Rivitre-du-Loup. | 118} 33
Central Division.—From Montreal to Toronto ................ 385 293
Western Division.—From Toronto to London and Sarnia...... 190! 224
Detroit Extension.—Port Huron to Detroit Junction .......... .59 | 8%
BRANCHES. f
Berlin Branch.—Portland division .o.ovvviiieiiiie, ce- 13
Longueuil to Charone Junction. .....oooviiviiiiiaait, 4 2}
Kingston Branch ... .coiiiiiiii i | 3
Total main line and branches. . ........eevvenn. 11097 | 1204
Total siding8 ................ ! Lo |
|
~ I .
* 17 Miles of this is in the State of Vermont. Total track.. |1217 |miles.

“ Question.— Fencing—How much of cach,—board, post and
rail, snake or other kind ? Is any portion of the line
not fenced, and how much? What renewals are now
required, and how soon must all be renewed ? Please
give the annual required expenditure till renewed.

“ Answer.—It is impossible for me to tell what length of board.
post and rail or snake fence there is on the whole line,
without having it all measured. There are about 10
miles of line on the Portland Division unfenced.
The adjoining lands are wild, and as a rule, whenever
they are reclaimed, notice is given to the Company to
fence them off. Renewals extra to ordinary mainte-
nance are only required on parts of the Central and
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Eastern Division, and it the end of three vears at
furthest all their fencing must have been renewed.
The annna! expenditare for these renewals will be
about %24,000, and for the whole line diring the
years 1861-62-63-6F, about £30,000.

* Question.— Ballast—What quantity on lme ! What i< required
to fully ballast, and what will be the cost, and at
what rate may it be deferred !

“ Answer.—None is required except what is put on annually in
the ordinary course of maintenanc:, excepling p ‘1~!1}1ps,
on some sections of the Central Division, where trom
original defici»ncy, or bad quality, more than the
average cuantity iz required. This, however, has
abways been and will coatinue to be included in the
maintenance.

“ Question.— Bridzes and Culverts—What is the coadition of
masomy and superstructure 7 What immediate ont-
lay is required, and what annual averaze outlay for
renewals will be needed till all are renewed ?

“ Answer.—The bridges west of Montreal, and brtveen
Richmond and Riviére-du-Loup are all in such goo:d
condition, both 2s to masonry and superstructure, as
to require no extraordinary repair. Between Mo treal
and Portland nearly all the old bridges have been
renewed either in iron or with improved timber trusses,
and although the cost of examining and maint:uning
them is greater than on the other sections of the Line,
the work is done by the regular cang.  Any trifling
renewals that may from time to time be required may
be fairly included in the maintenance. Scveral of
the Culverts on the Central and Portland divisions are
still in bad order, but the cost of repairing them is
included in the maintenance. The only ones requir-
ing renewal are on the latter section, these are mostly
of timber, and the work is done by our regular Car-
penters’ Gang.

¢ Question.— Tirs—What number should now be replaced and
at what cost > What is the condition of the remain-
der, and at what rate of annual expenditure must the
renewal be made? And how soon must all be
renewed !

¢ Answer.-~The number of Ties to be replaced this season is
184,000, their average cost is about 22 cents each, the
condilion of the remainder is satisfactory, and
renewals at the same rate for the next four years will
be sufficient, after that the Riviere-du-Lovp line and
the West of St. Mary’s will require some ties to be
renewed in addition to the number above stated.

“ Question.— Chairs—What is their state? To what extent,

"
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and at what rate and cost must they be replaced?
Are more expensive ones needed ?

« Auswer.—We are gradually doing aw.y with the use of them,
as we lay new fish plate Iron. The few that are
renewed are of a superior quality and pattern.

¢« Question.— Rails—Ilow many of each pattern? How many
have becn taken up since the opening of line?  How
many re-rolled rails «r: laid ? How long have they
been down, and how do they wear? How many are
now worn out, nud at what rate and cost can renewals
be deferred ?

« Answer.—On the 15t January, 1861, we bad 161 miles of fish
plate iron laid on the line, ti:e remainder (929 miles
of main line) is composed of both U an: T iron, not
fish plated.  Siv.c the commencement of 1858, up to
the end of last year, about 95 miles have been taken
np and relaid, nrespective of rails put in to replace
broken ones. About 7.500 tons of re-rolled rails are
lai¢, of which 4000 are in the Porthwmd district.
Tliese do not wear wll, and other arrangements have
recent'y been miade to improve the quality. The
ratls from the Toronto Mill have worn well.  Some
have been laid down since July 1860, and us yet none
are worn out. Rail renewals will be required as
follows: In 1261 about 72 miles; 1862, 90 miles;
1863, 110 miles; 186.f and 65, about 120 ; after that
about 100 miles per annum.

“ Qurstion.— Road Be//—Wh:t ix state of side and cross drain-
age, and of cuttings and embankments?  What
expenditure is required to complete them?  Are there
any portions of th- Line where extraordinary outlay
or works of protection are needed 2 What will these
cost, and how lonz may they be deferred ?

* Answer.—The side and cross diains are in fair average order
as also the slopes of the cuttines and embankments,
the coxst of keepin: them in order is borne by mainte-
nance. There are portions of the line where extraor-
dinary outlay for works of protection are required, viz.:
near Port Hope and Port Union, where [.ake Ontario
has made great inroads into the land, separating it
from the Railway. The cost of such works cannot
he given but as a rough approximation, inasmuch as

heir extent much depends upon the action of the
water, An expenditure this year of about $10,000
will be ample to guard against any immediete
danger.
A. L. TREMBICKI.
Montreal, 19th June, 1861. Asst. Engineer.
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The Company on the 21st November filed several affidavits—
by Edward Williain Watkin, Esq., muperintending Commis-
issioner of the Railway; he deposed as fellows

“ 1. Am Superiniending Commissioner of the Grand Trunk
Railwuy.

“a, ] was nominated 1o thet office on he unanimous recom-
mendation of & Committee compo~ed of represinia-
tives of the first and =ccond and other Bondholders
aind wlso of Shareholders of the Grand Trunk Rail-
way Company.

*3. That -hie =add Coanni e was appointed by a Public
Meeting of such holders, aud its procecdings were
confirmed by another public meeting larzely attrnded
by person- bolding the ~uid Bonds aud Share securi-
ties held in Lemdon on the 16th July last.

“4. My =said appointiacat was wienimon-y approv-d of by
such Meeting, and 1 thercfore represent official'y the
Ist and 2nd and other Brndholders as well as :he
Sharcholders of the Gran.l Truni Railway Company.

“5. | believe I represent the interestxol al rue najority of the
Ist and 2nd Preferential Bondholders in both amount
and number. '

“6. Acting in the interests of guch Bondholders and of the
Company at large, | have taken the necdful steps 10
protect all their interests which are now placed in
the position of ureater safely to secure whic . they
they sent me to Canada.

«7. [ leave for England on the 23rd inst., to report my pro-
ceedings to the Bond and Shareholders and to ask for
their further instructions, and I return to Canada as
as soon as | have received =uch instructions, which
which will probably be about January next.

«§. [ have this day learnt at 10 o’clock, P.M.. that notice of a
motion has been given at Toronto in this causz at the
instization of parties who, I believe, do not represent
the general body «f the Bondholders to appoint a
Receiver over the portion of the Railway in Upper
Canada. o

«g. I believe such an appointment to be at thix juncture
wholly unnecessary aud likely to lead to the destruc-
tion of the credit of the Company and to the stoppage
of the Railway as n means of through communica-
tjon during the cnsuing winter. -

“10. I belicve =uch stoppaze would be destructive to the
interesrs especially of the first Preference Bon'ldholder's,
and that the vaxt majority of themon learning of this
proceeding will disavow and disapprove the same.”
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REMARKS ON THE EVIDENCE.

Mr. Ellvot, Mr. Shanly, and others also made affidavits.

Mr. Elliot satd : The road is of such a character that it must
necessarily be conducied in all its parts like a single machine
under one inanagement, and its Rolling Stock must necessarily
be, and is in fact, continually pussing and re-passing from and
to Sarnia and Portland.

The Awswer to which might have been readily given as
follows: At the present moment the Great Western are send-
ing their own rolling stock over the Grand Trunk Railway
from Detroit to Portland.  Also, before the amalgamation—
trains from Montreal ran to Portland through four separate
jurisdictions.

The narrow guage lines between Montreal ana Boston
and New York send and have scnt both passenger and freight
cars between these points, over scveral distinct railwavs «nd
through several di~tinct jurisdictions ; and the narrow guage
lines terminating in Detroll, bring ther cars from Illinois
through Indiana, Ohio, and Michigan to Port Huron, over a
leased section of’ the Grand Trunk; and did the guage permit
these loaded cars would no doubt pass through to Canada when
desired to New linuland, Montreal or Torounto.

In short, affidavits could be filed to <hew that the existenc: of
different corporations and jurisdictions ix no impediment to
railway traffic between New York and Chicago, and farther
when desirable.

Lastly, the appointment of a Receiver and Manager, acting
under the Court, over any section of the Grand Trunk, need not
“nc essarily,” to use Mr. Elliot’s words, couflict with the road
beinz worked *“ like a single machine.”

Mr. Shanly said: the roadway and its appurtenances are in
good and eflicient repair.

The Answer tothis would be: Itisonly in a state of ¢‘ repair,”
it has never been completed. Mr. Shanly does not allude to
the question of the renewals or rebut any affidavits filed by
the Plaintiffs, which had no doubt been scen by him.

Again, he says ‘““none of the above has been allowed 1o run
down or get out of repair.” This is intended, no doubt, to
apply to the Rolling Stock, and not to the roadway and its
appurtenances, as it ix notorious that the means of the Com-
pany have been insufficient to do anything like justice to the
line.  Elliot’s Evidence, sec. 9, shews tha the company has
been compelled to pay debts to prevent [orfeitures, &c., and
that they have lately had no other resources than the earnings,
so that the renewals have necessarily been neglected.

The leading wants of the road are:

1. The road bed is not completed as 1o slopes, drainage and
width of embankments,
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2. The Ballast is insufficient in quantity and quality,

3. The Nleepers are do. do. do.

4. The Rails are bad in quality and much worn.

5. The Chairs are too small und ~houl | be replaced,

This of course dees not apply 1o the whole of the roadbed,
ballast, sleepers, rails, and chujrs.

On all these items a larze outlay must be made, and cannot
be longer postponed; aud none of the nett carnines can be
applied to othe~ souices without injustice to these demands for
years to come.

It is to be observed thet, aihiongh M. Stonly in lis aflidavit
alludes 1o 1he $96.000 weckiy receipts, his ubil v with proper
appliances to have earned %20,000 mere, his refusal of freight
offered at tuir prices for want of menis of transport, &e., he
does not assert that the net earnings for the year vill meet the
rents ard r-newals, nor doex hie rebnt our affidavit in this
respect.”  He knew iht in Oc ober, 1860, 1o receipts ran
up to somewhere about %80 000 a week, but that the Com-
pany could rot oot through the winter without aid from the
Government, and o ilure 1o pay on all sides.

On the 23rd November, the Judgment Creditos and the
Company crossexarcined Mr. Pare.  The plaintiffs were
desirous and deemied it necessary to eross-examine Mr. Shanly
on his aflidavirs ver three weeks elapsed before the defend-
ants, the Compa v, produced hiv for examinat’ on, potwith
standins the eflor s which  were o4de Ly the plaintifts to
procure b x att ndauce ina <horter time.  Application wax then
made 0 speein! cyv o earthe motion, consolidated) and
the earlies: appol tmet hat could b obinlued was for the
I5th January, 186

Meautime tmporiant procee lings < ere soing on in England.

PROCVENDINGS IN LNGLAN—DECEMBEY, 1861.

On the 5th December, 1561, the renort made by Mr. Watkin
was promuleated, and on the 21th Dec, a mecting of the
Share u:d Bond holders, postponed from the 1Sth in<t., was
held at ihe Lonlo Tavern, Mr. T. Barixe. M.P., in the chair.
The proc eding< of this iuecting have been fully reported. It
Is neces-ary that T %ould roproduce the ob-crvatious of the
Chairman and M. Morvis, which T do from - renort in the
Daily Niows of the 25 D «., as follows :—

* Neither does he endorsc Mr. Ellin!’s oninion that a Receiver ou one por-
tion would be disastronz, nor say it wonld he hnpossible to work the line in
sections. He says it is ‘‘ub:olutcly necessary that it should Dbe under one
executive control,” which evidently refers to the throuch traffic, and (his might
be done with a Leceiver and Manager on any portion ; the necessary avrecments
a8 to the through traffic between the several sections forming a through line,
constitutes “ one executive control.”
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¢ The report and accounts previously issicd and circulated,
hiving been taken as read,

¢ The Cuairman said the proprietors were aware that that
was the halityearly meeting, convened to receive the
report of the directers, and the snzgestions laid down
in Mr Watkiw- report. They must. he was sure,
all feel in the present critical state of America the
desirableness of Leing repnesented there by a gentle-
man of =0 much knowledge. judument, and discre-
tion as Mr. Watkin. (Cheers.) They must alxo be
sensible of the need of harmony for the purpose of
improving the postion and promoting the interests
alike of bondholders and sharcholders. He conclu-
ded v moving the [ollowing resolution :—¢ That the
yerort of the dir -etors, the acconnty, and the report
of Mr. Watkin, be reccived and avopted 5 that Mr.
Watkin be thanked for his great services; that the
ho vt do appaint an ageat to proeced to C o nada to
continue nevotiaticns with the government, and to
carry out the re- g’z tion ofthe line, and the other
arran-cements regommended 1 Mre, Watkin’s v port ;
that for this purpose such agent b+ empowered to re-
present =1 classcs with the fullest powers, and that
the government anl teisloto,c ot Canada be impr-oss-
ed with 1the impoct nee of prompt action in dealing
with the question of the | o~ al subs.dy and its capi-
talizacior ax the ouly practical means cf relieving
this corcern irem ty financial embani.sxments.’

# Mr. Morris seconded the vesolution, and observed that he,
as representing a larye amount it not a large number
of the preference bondiwlders, had had sever. inter-
views with Mr. Watkin, having felt that hLis report
could not be adopted without explanation, and the
result was that an understanding had been come to
between himself and Mr. Watkin, by which he would
be able v carry out the negotiations and organize fthe
concern, so as to obinin the largest amount of net
income, the poi:it in which they were all most deeply
interested, but that understanding was coupled with
the condition thot nothing siiould be done by legisla-
tion in Canada or otherwise to affect the jeculiar
position of the preference bondhollers. There was
one maderial consideration which must not te lost
sight of, and that ' -us that the lcased lines must be
confined within the four corners of their respcctive
leases.  The net revenue must nct go into the pock-
ets of any one class. But the first thing was to
clear themselves of their presnt difficulties. 'They
could do nothing while a heavy d.bt was hanging
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upon them, and he helieved that in the case of the
Northern Railway the mere faci of clearing off the
debt so as to enable them to huy evervthine with
readv money and at ihe first market h:d made a dif-
ference of 200 per cent.  Until they cleared off the
floating debt they could not volize the fall amount of
net profits. e thounght Mr. Watkin should b trust-
ed with the cavrvine out of rhie proposed scheme, be-
cause il there was a divided anthority it was obvious
Mr. Warkin would be unable to effect anything.”

The whole proceedings of the meetag were characterized
by an cvident intention to leave nniried no « it for the resto-
ration of the Company to o josition of financial prosperity.
It was admitted that the pre<ent was no time for <ectional difh-
culties or party foeling, but thet every particular interest must
in every sense give wav to the common benefit of the entire
body of creditors. The mecting felt thor, at a momeni wwhen
it was necessary to inake a sustained effort to ohiain tae assis-
tance of the Canadian Legislatare ir would not be seciuly to
shew thems=clves at viriance with each otuer, and that sow
there was every rexson to hope that success woull be the ve-
sult of plans which had been dictated by the prudence of Mr.
Watkin, if crurvied out by tie cnanimous vote of the vroprietary.
Of course th2 meeling was usanimous, all heing actaated by
the same hope.

I have now. I telieve, fnirly si-ted the ense of the Prefer-
ence Bondholders. histori-ally, frem the mouth of October,
1860, to the present tine. 3y next, and ors difficult duty,
will be to draw such conclusions ther-fro n as the facts justify
and as are n2cesuy 1 d - [enl that policy with which I bave
been identificd, and with the carrying out «t which I have been
actively engaged. in the intersst of the Prelcrnce Bondholders.

POSITION OF PARTIES.

When the Plaiatiff’s somenced their litication they very
properly defined the position of the Preference Bondiolders,
We are not in th> position of purties who want to get anything
—we merely want {0 hold whit we have.

“ The Prefer-uce Bontholders, if rightly advised. have already
a first charge over everyibing. They thercfore can
eain nothing by | gislation ; whil» the Judgment
Creditors, on the other hand, have cverything to gain
and nothing o lns-, by legistative interference.”

The Preference Bondholders very justly started with the
proposition,  that they cared nothing about government reliet,
unless it could be obtained upon easy terms.”
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makingany claiin uponthe Government for pecuniary assistance.
They relied upon their Bonds—they relied upon the priority
of claim given to them by th3 act of 1856, over all the property
of the Company—over the presenl first lien of the Province.
Doubts had been suzuested ax to whether they had such a
charge created in their favour by the act of 1856. If there
existed «ny lecal defect, (the intention being clear,) then they
claimed goveinment assistance to remedy the defect. They say:

“The Governinent and peo:le of Canada not only therefore
cannot dispute, but are bound to support, the Prefer-
ence Bondholders’ claim. It the Government Act of
1856 should (aliliough we do not admit that it does)
f41l to zive cifect to what wis the admitted intention,
the Prefercuc: Bondholders would have a right to call
on the Government to remedy the defect.”

Evi'ently the course the Preference Boadhollers pursued,
was plain and intellicible an:l having ragard to the facts which
are herein stated, was just und reasonable. ¥What is that
cours¢ !

“ The Judgment Creditors having resorte:d to legal proceedings,
the Preference Boadholders are conpelled, in self-
defen-e, 1o tike steps to protect thie rolling stock from
suizure.

I am satizfied, however, that from the first, the Judgment Cre-
ditors felt the weakness of their position, lega/ly, and were
anxicus to and did urge the morality of their claim, and relied
on their power ot obslruction for ultimate success.  This posi-
tion of the Judgment cr:ditors has heen approved by the course
they have puisued from the first,

If the act of 1856 did not give us a full and conplete lien
and charge uver cveryihing belongine 1o the Company, present
and fature, until we were paid, then it ourlit to have done so ;
and the Provine-e is morally bound to set richt any looseness
or ambiguity in the wor.!ing of that act to give effect to the
clear intention—an intention which is ernfirmed by subse-
quent legislation defining the order of appiyin: the net earnings.

This was done by the Imp-ril Parliament in the case of
the « Red Se: Tele_raph,” where a doubt was expressed whe-
ther the wording ol an Act of Parlinmeat giving a government
guarantee, was soflicie tly extensive.  Having rezard to the
failure of the concern, the Imyerial Government felt bound to
bring iu a declaratory act—und in the discussions thereupon,
1L was put ~imply on tha ground of wood faith on the part of
the Gorernment—io carry oni what was the clearintention, and
every attempt to mix up and discuss other matters with that
point, wus opposed iy the Goviinment. The sirgument was, the
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guarantee was supposed to be' absolute, the public subseribed
their money upon the fuith of its being so, and it is simply now
a question of good fuith on the part ot the Government which
ought not and cannot take advantage of any technical defect.
The reasons which ::pplied to that case, are much
when applied to this; both as recards the Province, th
pany, and the uns cured Creditors of the Conmpany.

The Company, that is the Dircctors and Shareholders and
various other classes at houie, other than the Prefel’rence
Bondholders, imagined that they could procmie relief from the
Government, and they petitioned ther fore during the last session
of parliament. No relief was promised. The Comnitiee of the
2nd Jany, as I have befor. stated, recommended afl parlies to
join together in a petiticn to the Parliament of Canada, setting
out their case, and concluding with a prayer lor relicf in gen-
eral terms, and there is no doubi that, having recird to the
case, and reasons in support thercof—it was well conccived.
It was assumed at the time that the government would be
powerles: to help thom.  ad the government come forward
with a measure of velief, without prejudice to the claiias of the
Preferewce Bondholders, they wonld have no doubt facilitated
that object. No act was brought .  'T'he Petition was
ordered to lie upon the table. ‘ihe adviscis of the Preference
Bondholders however, having in view thai

stronger
e Com-

““The intercstz of the Preference DRondholders and of the
ordicary Dond and Shareholders wer: identical, in
keeping the road open and ‘eveloping its resources,
while the uecessary eflect of enforcing the claim of
the Judzment Creditors by seizure of the rolling stock
would be to stop the road, and so do irreparable
damace to all classs interested, whether as ~hare-
holders or Bondholders,”

endeavoured to procure the passing of the Permissive Bill 1
have before referred to; and MMy William Piace, their agent,
presented 1o the House a petition, having previously submitted
his proposed Bill to members of the Government. This
petition i~ an imvrortant docun.ent, it ably de<cribes the po<ition
of the Prefererce Bondholder-, then and nme, for their position
is unchanged. [t clearly defives the position of parties then
and #oir, which is alike unchanged. It soucht reliet—actual
relief—without invoking sectional oppo=ition—without the ne-
cessity of any pecuniary advonce frem the Province,  Subse-
quent events, preduc: d by Mr. Watkin’s Mission and Report,
and the action of the meeting of the 24th December, have
apparently induced a diffcrent conclusion, but I-ave in nowise
altered the position of parties
The petition of Mr. William Pare was as follows :—
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To the Legislative Asscmbly of the Province of Canada in
Parliament assembled :

The Humble Petition of the undersigned William Pare, of
London, England, as Agent of Preference Bondhold-
ers of the ¢ iirand 'Trunk Railway Company of
Canada,” resiling within the United Kingdom of
Great Britain wd Ireland ;

SHEWETH :—

¢ 1. That the affairs of the Grand Trurk Railway Company of
Canada have been in an embarrassed condition for
< e time past; nearly, if not the whole of the pay-
ments, as they have become exigible, have been left
unpaid, nid payment thereof indefinitely postponed.

“2. That the parties for whom vour Petitioner is acting,—-the
interext on whos: Bonds, in common with that of all
the other Bonded debts, is in arrear,—caused a
notice to be servedd upon the Directors of the Com-
pany, insisting that all payments, after working
expenscs, shall be inade in the order directed in the
several Acts of Parliament un:ecr which the Compa-
ny is authorised : whereupon the Directors passed a
resolution of their body statinz that if such notice be
act-d uprn, it “will in a very short time lead to the
seizure—in the United States more particularly—of
the Loconistive and other rolling Stock of the Com-
pany, ani will inevitably be followed by the cutire
stoppacr of the road.”

“3. That Me-srs. Baring, Brothers, & Co., and Messrs. Glyn,
Mills, & Co., have obtained a judziment against the
Company for a sum of ab.ur £800,000 sterling, and
that executions ;nny at any time be issued, and the
rollinz stock of the road scized and =old, and thereby
an immediate an | cntire stoppage of the road would
follow,

“4, That the Judziment Crelitors having resorted to legal pro-
ceedines as in last paragraph stated, the Preference
Boudholders represented by your petitioner were
compelled on behalf of themselves and ¢ all other
the holders of the first Preferestial Bonds of the
Grand Trunk Railway Company of Canada. issued
pursuant to the provision: of an Act passed in the
19th and 20th years of Her Majesty’s reign, intitnled :
An Act to grant additional «id to the Grand Trunk
Railway Campany of Canada,” in self d.fence to
commeiice proceedings in the Courts of Upper and
Lower Canada, to protect the Rolling Stock from
seizure, and to determine the rights and priorities of
the respective parties interested.
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“5, That inasmuch as the richt of appeal to Her Mije-1v's
Privy Couneil will undoubsiedly b vesorted 1o, there
ts reason to believe that the litigation may b pro-
longed o a perviod fatal to the interest of all those
clas~es in order of priority behind that elass ii. ihe in-
terest o which your Petitioner appears.

“6. That thix delay will iikewiso oecasion great inconvenience
and lo=x to the mevehants, freivhiers aud others, users
ot the Railway, by the inability of the Company, us
declared by 1tx Divectors in o reeent report—* over-
wrelmed by an enormons floating debi, and miet at
every moment by diseredit and Ltienticu,”—to pro-
vide facilities such as are pequired for carrying on
the trathc odered 10 tiwe Jond.

“7. That in prool of this it is within the knowlei'ge of your
petitioner. that laree quantities of produce {ram the
Wesrern “tates have veen, in the ordinary course of
business. and =ivee lis arvival in mis conairy, effered
to the Manvaers of the Comypany. wha have declared
their inability to carry 17 ¢ =ane o waat of increazed
rollinz stock and other appliznees,

“ 8. That the Company is lurgely indebted o simple contract
claims within the Previnee, whi bt has wo present
means t. dischirge, and many of wheet claims are
now in juagiaent. and autnercus other such clam-
ants are alreq.dy threteaing swt waich, il carried to
execution wonld cive poawer 1. seiz  the Rolling
Stock ar d thereby etiect o ~toppage of the road.

«9. That if restrained, wi L-ut o her meavs kemg provided
for the =+ tloment of their elaims. creat inconvenicnee
and - <itve loss muost thereupon ensue w the,

10, That your Honourabls House has uoon its rable o Peti-
tion-—prescnted at th commencemeat of the Hession
—trom ¢ Share aid Boudholders 1 the Company,
residling in Great Britwin ao.d [relawl,” prayinz—

¢Thai fuliy rescrving all the legad rights pertain-
“ing to the several Linds ol xerurities they hold,
‘.\0<r Petiticners therelore, humbiv pray your
<ijonourable House to afiird 1o your Peiitioners
¢suc . spredy and effectual rciiet, as in the wis-
¢dom of vour Honorabl: House may be best
cadapted to the merits of the case of your Peti-
‘tioners. and may be moxt consiztent with the
‘rights of all parties.’

¢ 11, That your Petitioner hasbeen waiting to sve whether any
action would b~ taken by the Government, or othet-
wite, in consequence of said Petition. _

“12. That your Petitioner having learn:< that a Bill was In
preparation, intended, in ceitiin contingencies, to
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affect the Grand T:unk Railway Company, felt it de-
sirable to wait and see the provisions of such intended
Bill, forc taking steps t-+ submit to your Honorable
House according to instructions, a Bill, having for
its object the preservation of the property of th'e Rail-
way pensding the siits which are before the Tribunals,
as al.cady measioned in parizraph 4 and enabling
funds to be raised 10 extricnte the concern from its
present difficulties, and put the line in a condition to
mect the prese t and growiee wa s of the ecommu-
nity. -

« 13, That your Petiioner has ~ubscquently learred that it is
not intended 1. proceed with the Bill herein first allu-
ded to. and he 1s now therefore desirous to lay the
laxt nam-d Bill before your Honorable House, but is
intormed that this cannot now be done without the
special j.ermission of yvour Honorable Hou:e, inas-
much as the time hLa- expired when, under the
Standing Orders, =uch Bill coul: be introduced in the
ordinary cours:

%14, That «aid last mentioned 1311 ix permissive iv its charac-
ter, and does not =eck (o compromise; or 1 any way
affect, prejudici.liy. the interesis of any parties
having prop rty in the s.id railway, and could only
take effect ufter consent of said parties had and
obtained.

¢« 15, That much loss and injury «will be sustained by the par-
tiex for whom your Petiticner i- acting, in common
with all others nterested in the property of said rail-
way, by the po-tponcmeni of any relief in the premi-
ses nniil the meeting of auother Parliament.

“ 16. That your Uciitic wer huibly submits that the prayer of
the petition already on the table of your Honorable
House ant referrd to in paricrvaph 10, affords a
reason for the action of the legislature this session—
and that the Bill herein referred to, with such altera-
tions and amerndients as to vour Honourable House
may scenn fit, will entirely conform to the prayer of
the =.id petition.

“ Your Petitioner therefore humily prays your
Honorable House, that the proposed Bill may
be allowed to be submitted to the consideration
of your Honorabl: House or that such other
relicf may be afforded in the premises as in the
wisdom o your ilonoiable {louse may seem
meet.

And your petitioner will ever pray, &e. &c.

(Signed,) WILL: PARE.
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I think 1t hgyond adoubt, that it was, and still i, the jnterest
of the Canadian governmert to facilitate the clunix of the
Preference Bondholders; for if the prescnt Jucome o Ureditors
can seize, any other Creditor can ohiain judement and do like-
wise—so that the road never could be worked, 2 legislative
interference would be necessary to protcei the 1,,',.[,.,',-/?/. The
Government would not interfere to exclude 1 Judoent Cre.
ditor morc than another ; indeed, the intercst~ of the Govern-
ment and the Preference Bondholders v 1 catical.  The
Government lien, although postponed, bas not been at au end
1o, and the Attorney General might at ouee (ile an information
to restrain the Judgment Creditors by virtu: of the Government
lien. If thix had been done, it woull have been a protection to
the Preference Bondholders. [t wus not doae, and the Prefer-
ence Bondholders essayed to protect thems=elves ; and there is
no doubt that the best thing for all parties, woula have
been to have the Preference Bondholders’ rizhisupheld, for they
alone could protect the property for the bencfit of all interests,
accordiny to their legal prioritiex.

What, [ say, is the position of the Government ? As regards
legal rights 1t is clear that the Government lien dors remain—
but that it ranks after the Preference Bonds (1st and 2nd), as
a charge on the property, :nd afier all the other interests as a
charge upon income. /i~ between the 1s1 wnd 2nd Preference
Bondholders and the Government, the latiey stands in the posi-
tion of 2nd mortgagees, and can only execrcise any legal
richts—snbject to the prior mortznce of the Preference Bond-
holders. It follows then that it the Goernment put in force
the machinery of the Courix of Law, itcou in no way inter-
fere with the rights of the Dreicrence Bondholders,

The Preference Bondholders having delayed their prociedings
in the expectation that Mr. Watkin would in the qutumn of last
year give some positive evidence of the success of his mission,
and which expectation was in nowise realized, resuined their
legal proceedinas in the manner and form alreily entioned,
and with a view to their profrction they applied for a Receiver
and Manager. They had faith in appealing to a Court of
Law; they believed that a Court ol Law was more likely 1> be
influenced by reason and strict views of right, and in obtain-
ing the appointment of a Receiver and Manager, they might
then have come to the Legislature during the ensuing session,
for a short Act extending the appointment to both sections of
the Province, and thereby rcmoving the legal difficulties
elaborated by Judge Monk when he gave his judgment on the
case heard in Lower Canada in October list. These Bondholders
were pursuing a strictly honest course: they applied first to
the Courts to obtain the appointment of an officer to protect
the property, pending the adjudication upon legal rights.
They would then have applied to Parliament to extend the



powers of the Receiver and Manager for the better and more
efficient workinz of the [ine. '

This application in Upper C.mada, aad the final hearing of
the cause th.re, was just anticipaied by the announcement of
the arranzc-nents come to by all porties at the meeting of the
2.4tk Deemiber, held in London, ugiand  Such is the posi-
tion of partics

POSITION OF TIHE ROAD.

[ canno: explain this more satisfac'orily than by referring to
the evidene» which T have already sct out ziven by Mr. KEEFER,
in the suit of ¢ Morrison . The Graad Truonk Railway Com-
pai.y.” 1hat gentleman, “owever. made a profe<ional report
on t e line, also vefeired to 1 1is examination, which shews
that althonoh over a million n! o half sterling have bern ex-
pande by hie Coumpa vin exiroworks, &, sine they ie?sed,
purchuscd, or took off the contract r's hands the different
sectiows of the road, and another million st-rling must be pro-
vided ior couipletion, renew:ls, and equipment-iund, to be ex-
peudii within the next four yoars.  Alsy, that the rents and
interest on mortzages payabie by the Company, exclusive of
all Bond imerest or interest on floating debt, will absorb any
probable net rovenue of the road left after paywent of working
expenses; =0 that provision for the renewals (which, from
the cmbarras-ment of the Company, have been allowed to
fall ¢reatly in arrear) cannot be depended upon out of the in-
corne without an extraorainary increase of the net earnings,
which, in the present condition of the line, ix almost imprac-
ticable.

The chief deficiencies are the wiat ot ballast, of a sufficient
number of sound slecper<, and proper chairs 10 preserve the
iron, and of a better quality in the rails themselves, which, by
the policy of re-rollivg adopted by th: Company, are doomed
to retain too much of the orizinal bad quality of the old rails,
until, by repeated re-rolling, the same can be expelled. The
Company would save hetween $100,000 and $200,000 per
annum by selling their old rails and purchasing new ones of
better material, instead of re-roiiing under their present con-
tract, and thus retaining the bad iron.

THE LEASED LINES.

One is quite sick of the nonsense =o frequently repeated in
the history of the Grand Trunk—about the importance of the
leased lines—as if the Grand Trunk was not more important
to thes» extensions, than tue cxicnsions are to the Grand
Trunk. They could 7ot work without the Grand Trunk, and
the very best thing th:t could happened to the (Girand Trunk,



would be to limit the leased lines to their own c¢ornings. The
leased lines might either work under a scparate manigemem
or under the Grand Trunk munagement. 1 should say that’
they had better work under their own mas auement, because it
would be lessening the encimous amount of responsibility of
working such a lenath of railway as ix now comprised under
the head of ¢ The Grand Trank Railway Comrany of Crinndal?
If the attention of the managing hody was cencentrated to a
smailer length of Railw.y—the Grand Trunk proper—and
each of the lea~cd linex had an indepondent manasement
looking afier them, ench would feed the other, whereas now
the whole is collap-eid togethier.

A few such transactions as the Detvoit an. ~arui» lease, and
the sccuiity of the Preference  Bon fhollers is practically
destroyed.

What said Mr. Couybeare o this question?  His communi-
cation upon the Listory ol this lease trinsaction s highly
important.  The case is st ed in aaost Ineidd mances by this
gentleman as tollows - — ’

THE GRAND TRUNK AN TWIE DETROIT AND
SARNIA LEASE.

“ 1. T.e Government Cowm.ssioters cisvacterize this as the
most  “improvident axreement ever made by the
Grand Trank with otier Companiex,” and one ot the
most difficalt and important questious under the pro-
posed Scheme-will be to determine how 1o deal with
it.  To aid the Share and Bon . holders in arriving at
a ~ale conclusion, it i essential thev shoutd know the
facrs.  1'h~ object of the follow ay siatement is to
narrate them for their information.

“ 2, The Detroit Line was projected in 1533 bran independent
{"ompany, of which the principat London Directors
of the Grand Trunk were Dire~tor<. Th- Shares
were offered to the Shareholders and Bondholders of
the Grind Trunk, but were not taken up by them.
Nevertheless arrangements were ertered into by its
promoters for makin: the Line, and Mr. Blackwell in
his Report of 30th Septeinber, 1858, annotnced the
fact, aud stated that it had been =ccured for the Grand
Trunk by an arran:cmont whereby the Detroit Line
was to rceive Fifty per Cent.on its gioss irallic.

“8. Nothing more was said aboui this Lince witil the Report
of the 27th March, 1950, when it wax statec that the
Detroit and Sarmia Railway was  *proposed to be
¢ Leased to the Grand {'vunk for 999 Yeurs, at such a
¢ proportion of the receipts earned on that Railway as
¢ will secure a Dividend to the Sharcholders of that
* Company of not less than Six per Ceut, with a
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¢ contingent increase up to Eight per Cent. on the
¢ Share Capital of the Company.’

«4, This Report was issued a day or two before the Meeting

in London of the 30th of March, 18_60. At_ that
Meeting, Mr. Baring, the Chairman, said, referring to
this Lease, that this= ¢is a Line which in an estimate
« will pay of itself, if disconnected and severed from
¢ the Grand Trunk.’ He adds, ‘those who are at
¢ present interested in the Branch undertaking, are not
¢ desirous of abandoning their own interest, because
¢ they believe it to be a good Line.’

« & One is curious to know who were the disinterested persons

«g, It app

who were thus giving up what they considered such
a good thing ; for certainly they very much misled
the Directors of the Grand Trunk. Whether the
latter are free from blame, and whether the former
are guilty of such misrepresentation as will vitiate
the Lease, will better appear when we get at all the
facts; and it will be a most important ingredient in
the case if it should turn out that the London Direct-
tors, who recommended the Lease to their own
Shareholders, were themselves principally or largely
interested in the Detroit Line. In that case, Lessor
and Lessee would be substantially the same parties,
and any negotiations would have been an idle form ;
but although I have heard al this suggested I have
no evidence on the subject, and I hope therefore it
will not turn out to be as has been represented. My
reference to this part of the subject will at all e-ents
suggest the necessity for a full explanation, and I
think it only fair to the Directors to give them this
opportunity of making such explanation

ears {rom a Postseript to the Report of the 27th
March, 1860, that the London Directors had at that
date actually received (although they state there was
not time to print them before the Meeting on the 30th)
accounts shewing that the Detroit Line had been
worked at a great loss up to the 31st December, 1859,
It is but reasonable also to assume that the London
Directors were acquainted by the Weekly Returns
with the actual traffic on that Line, between the 31st
December, 1859, and up to say the beginning of
March, 1860.

«7. It was not long after the date of the March Meeting that

the London Directors required from the Manager in
Canada some explanation asto “the very poor re-
turns on this line,” and accordingly Mr. Shanl
made a Special Report thereon, dated 18th August,
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1860, now for the first tivie published in the Appendix,
p. 140, to the Government Conmnnissioners? Report.

#8, From thix Report it appears that the Gross Trathic for the
half year ending Stth June, 1560, hiad Feen 523 per
mile per weex—the working expenses heing %40,
and the Rent under the intended lease $53 per mile
per week 5 and Mr. Shanly shews conelusively that
the line is not likely for =ome time to come to pay
working expenses, and he therefore advises that the
proposed Lease should not he civried into effect.
Yet the lease was exeeuted on ihe 11tk October,
1860, Mr. Biackwell signing it as President of the
Detroit Line (he Leing also Viee-President of the
Grani Trank), and the Hon. John Ross signing it as
President of the Grund Trunk. )

¢9, Not only ix this Lease ¢ improvident” as bindinz the
Grand Trunk to pay, jsor the fulure,rent which the
Line cannot earn, but it alxo throws upon th+ Grand
Trunk back Rent in the shap- of interest on the Capi-
tal of the Detroit Conpany, although not & word was
said about this in the only communication ever made
to the Grand Trunk Shavcholders in the Murch Re-
port.

<« 10, That the fifty per cent. arrangement was i actual ojvra-
tion up to the 31t December, 1859, appears frm the
accouuits which the London Dircctors hud, as before
stated, received from Canada prior to, but wuich
were not printed iill after the 30th of March Aiecet-
inz.  (See the last page of the accounts, with cir-
cular of the 11th of April; 1360.) No explanation
wasx aiven at that Meeting why the fifty per cent.
arranceiient was chanoed to a fived Reul Lease.
The fornee was not even referred to, either in the
Report, or in My, Baring’s speech.

« 11. Prior to the Leasc the Grand Trunk appears to have
made lrge advances to the Detroit Line, which were
wiped out by the back Rent. o

“ 12, Under the fifty per cent. arrangement the Detroit Line
was boennd, as it seoms, to find its own rolling stock,
of which it was most dclicient at the date of the
Leasc; and the Griand Trank had, in addition to its
other oblizations, the duty cast upen it by the l.case
of supplying this deficency, which it has not yet
been able to do for want of means. '

%13, The actual Rent fixed by the Lease is, for a portion of
the time eight per cent. on the whole capital, viz.,
£430,000—alterwards, eight per cent, on on¢ half
the capital, and -ix per cent. increasable to eight per
cent. on the other half. This Rent is to be yaid

B
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wholly without refirence to the actual receipts of the
Line.. Theouly part of it dependent von the recelpts
i< the increase on the second half from six per cent.
to eight per cent.  Is the statcment in the March Re-
port as to thix, a fuir one?

¢« 14. The fixe«! Rent both for the back #nd the future the Grand
Trunk bound itsclf 1o pay by the Lease at a time
when it was prying nothing to its own Shareholders,
nor cven to its bonded or ot'.er ereditors. Both the
Government Commissioners in their Report, and Mr.
Giles, the Engineer, (sce Report of January meeting)
state that the cot «f this Line ix most excesxive.

15. All the facts which have sine: come out as to this Leaxe
were caxily obtainable aund ought to have been
obtained before the Lendon Directors took upon
themselves to recommer 1 a lea:e at the March Meet-
ing. In ordinary life, no cne would think of tuking
a farm for twenty-one yoars (mneh Jess a lease like
this for 999 years, which ix tautunourt to a pur-
chase) without a smvey and written report, especial-
ly if the party or partes negotiating o the Lease
were acting on behalf of other ard distant parties.
Did the London Directors ob‘ain auy I'eport on the
Line before recommending the Lease? Where is the
“estimate ” 1eferred to by Mr. Baring in his speech ?

“16. At the end of Ajril, 1860, the London Directors issued
an advertisement, soliciting subscriptions for the
Sccond Preference Bonds, in which it was stated that
£13 15s. a mile a weck would pay the 1ent on the
Atlantic and St. Lawrence and the interest on the
Fir<t and Second Preference Bonds.  INo reference
was made to the rent of the Detroit L'ne, and the
omission as 1 have been informed is jusiified by the
Directors on the ground that there was ther no lease.
If this was a sufficiert justification in April aand May
when those advertisements were issued, was there
anything actually bindinz in law between the two
Companies, at the date ol Mr. Suavry’s Report in
August, which rendered it imipossible for the propos-
ed Lease to be ““retreated fr m,” ux advise!l by Mr.
SHANLY in that Report ?

17. Now the specific complaints against the London Direc-
tors are—(1.) That they never ought to have recom-
mended a Lease on such terms ; or at all events, that
they should not have done so without a full communi-
cation of all the facts, (2.) That the Lease which
had not been =xigned at the date of Mr. SHANLY’s
Report of Aagust, ought not to have been proceeded
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with after that Report.  (8.) That tlat Report was
kept by ihe Directors from their Sharcholders. (4.)
That at the date of the Lease the Grand Trank was
I a cont <xediy hankrapt «tate, having made default
In payment of interest onitxhond debr, both ordinary
and preferential, and the two principal London Direc-
tors havine prior to that date obtained judements
azainst the Company for nearly a million ;l(-n'ling.

¢ 18, The » Referenee ™ proposed by Claus: 9 of the Ncheme
is vague and far too general. I any reference is
made. it must extend 1o an inquiry into al/ the ar-
rangements between the two Companies, the Grand
Trunk protesting against the existing Lense being in
any way recoonized as valid, until we hve the whole
of the {actx Lelore us, and have ¢ome to a decision
thereon.

“19. Mr. HExry Crapyan's ¢ Charz: <2 and the Government
Commissioners’ Revori, show how ihis Lease is
viewed in Canada. and any attemnt to oloss it over
will convinee the people of Canala that there is to be
no bna fide chinge in the constitution and manage-
ment of the Company. They will look with sus-
picion upon the ¢ Schieme,” and all chance of further
aid will be lost. Thixs transaction must not be classed
with tho-e ¢ past ” ones which there scenis <o much

esire not to enquire into, and an enquiry into which
would not lead to like practical results.  The neces
ity for an enquiry is admitted by the Scheme, and
the only question is whether it shall be partial or
complete.  Indeed an arrangement with reference to
thix Line muxt be an esscntial part of the piroposed
reorzanisation as it affects the future working of the
Line, and also the annual chargrs on the Grand
Trunk.

20. I merely desire an investigation into the facts —with thos»
facts before them in the form of a Report ou the
whole case, it will be for the Share and Bondholders
to form their judgzment, and to decide what is proper
to be done, both as to the past wud the fature.

J. C. CONYBEARE,

A holder of Frst and Sccond Profereaee Bowls, and likewise
the Seeen per Cend. and Ordinwry Londs,

CouLsDON GRANGE, near (CROYDON,
15th July, 1861.
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POSITION OF THE COMPANY FINANCIALLY
CONSIDERED.

FINANCIAL OUTLINE.

Leasges. Annual charge. Due.
Atlantic and si. Lawr.nice—6 pen g £73,564 £147,128
centoon £1,226075 0,000

Detroit unl Sarnia—5 per cent on
£450,000 ovvtiviiiiiiieenn

; 36,000 72,000
Interest on Piclerence Bonds— g

>
6 per cent., due 31xt Dec., 1561 120,000[Jan.’62] 180,000

Second Prefirence Bonds—6 per
cent., due Ist April, 1879 .....
Ordmaly 6 per cent. Bouds— (lue
July, 1875, und Juiy, 1879 .... %
Ordinary 7 per cent. bund\—ducg
{
)

66,690 [Oct.’61] 91,767
138,840 [Jan.’62]193,377

July, 157~ and July, 1879 6,300 « 9.450

7 per cent. Bonds £500,000 —due

Oct. 1562, Oct. IHLJ,dnd Oct. 1872 05,000 “ 156,563

————— e—— ———

Annual charae oot £546,594
Arrears, Ist Jan , 1862 ... cee £750,285
FLOATING DEBT.

Company’~ Statement, under oath, £2,196,500 -
Judgment—Baring & Co........ 396,176

“ Glyn & Co....... ces 407,051
G Peto & Co.......... 340,176
£3,350,203

Renewals and Equipments, per

Mr. Ko for's report, estimaled o § 000,000

——  £4,350,203

——

£5,100,488

Amount required by the Company on the
Ist January, 1862; stg.cuvives . unenn... i
This is wholly exclusive of Interest on the
over-due payments ....... ceeee s
Exclusive «lso of the Inte |e\l and chl\ now
aceruing for the eurrent veir oviun..n. ..
Exclusive also of £500,000 of 7 per cent,
Bonds due in October, 1562
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THE FINANCIAL PONITION OF THE COMPA:
v \ 1PAY
AS MODIFIED BY THE PROPOSED ~CHgMp

Amount to be raised for Fyuipment, 1o be called
the “ Equipment Morteaoe ” o0 00, L. £500,000
Anloun.t to be ruised Ly eapitalization of the Postal ,
Subsidy uuvns i i e e 1,500,000

—_—

£2,000,000

Amount now due by Company, as per former
SEUCMONT sttt i cveeevnososs vaveos £4.100488
2 0

Exclusive of interest thereon vaveee venenn....

Amount= payabie under terins of propo<-d arrange-
MEN SCheMIC e ens s iiees tavenn cnnennneonns
Rents and Interest, as per former state-
ment ..., 750,255
These payments are to be reduced from
1562 to 1866 only, asx lhiercinaiter
Judqr/y?cm and Sitople Contraci Debts,
1) puvamaial. inhe Con principd,. 1,675,101
. — e £2,125,386

/
Amount p.y:ble in chy if prop sed schome is

CHITIE L Ol Lttt ive e in s vene cnnnnannss oo £2,125,386
Amcunt to be veccived lLom capiialization of

Postal Subsidy «ceeveevianeriiiiiiiiiiiiiees 1,500,000

Immediate Deficiency ooveeenes  £925,386

To this adl insufficiency of Equipment; as per
Mr. Keefer’s report, which estimates the sum re-
quired at £1,000,000, in<tead of £50°),0600, as to
be provided for by Ilouipment Movgage ....... 500,000

ACTUAL DEFICIENCY....... £1,125,556

The simple contract debts, cxclusive of labililies in Canada,
were in December, 1560, e<timated at £2,165,654, vide Report
of 17th December, 1860. Now let reference be made to the
amount yearly requred to mcet the payments on rents aud
Bond Interest, and Iuterest on Equipment Mortgage :—
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Interest on Equipment mortgage on £500,000 @
6 1F CONL vuve sonnessnnsaseassvavasnss nne
Ailantic and St. Lawience renc o per cent on
L1.226,070. c0ees covennnses sosasenancsscons 61,304
Detro t and Sarna rent 5 per cent. on £450 000 .. 22,500
Intercst on Ist Preferential Bonds £2,000,000 @

£30,000

D Per CONl. vaeooo soeanesnsesoanasseetsaonns 100,000
Interest on 2nd Preferential Bonds £1,111500 @
S per conlevevecens e ineens 55,5675
Ordinary Bonds £3,403,087 @ 3 cr cent vovauaes 102,119
Do. due 1862 ..00eeeeeeses. 500,000
BAPPT CCNLavavravensnnnons sveeeeess 20,000
——— 520,000

Amount payable by Comprny du.ing year 1862 g :
after ,);ll_s nent ofy\'\:m KIS CXPUNSCS vevvae oo £891,498
Add to thix the balance of floaiug debt £1,675,101
which is to be funded and toiank afier Ist and
2nd Prefvence Bouds, and iftir £500,000 - nds

due in 1862, hearing interesi @ 3 per cent .ooe. 50,253
Fotal casoant payabie, 1862000000 941951

For 1863 wevviiiiniioenien 75T
For 1864 voveivnn o 111,751
‘.‘:—_

For 1867 e ittt neneroneinnnns 411,751
FOI’ 186(.’ 58 00 00 950 9000 800 tson ’111,751

The deficicney on st January, 1862, as I have be-

fore stated, 15 vveevveroneosssneces 1125386

Payments for 1862 ....coivviiiiiee 944751
— £2,367,137

Execlusive of cash payments ) b2 mde under the
[roposed scheme, and axsuminz the Company
can rencw the .£500,600 bonds due in Octo e,
1862,—the cash required e this year, wlier
payment of working expeuses, is veveeeeeiees £1,867,137

The gross receipts for 1850, werz v iiieenennn, 43,522,274
The working expenses (34 vor cent) and rents
and vuortrage mterest for 1o63, were vaeee vovees $3,395,158

Bondholders may be unable to obtain interest, and other Credi-
torsinny be powerless, but there is no es~ape from the payvment
of rents and morigage interest, if insisted on; and if the revenue
be insuflicient for these, what is the pro<p-ct of the ordinary
Bondholder, or evin the Prelecence Bondhelder, before whom
the spectre of Renewals riscs up?
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THE IMPOSSIBILITY OF T"HE PROVINCE ¢lANTING
ANY ADEQUATE RELIEF IN THE PREMISES.

1 propose to deil with (his vropoxition uader the (bll()wjng
heads:

1st. From its own finan-ial po-ition.

2nd. From the (celing of the Courtry as expreseod at the polls,

i at the p. 1'73(':(.1‘0[' the . cent generad election. .

3rd. From the inabiliry of the Company 1o give any security
whatover for the due pecloneance of those scivices
for which the capitalization o1 the postal subsidyy is
as anticipated pavinent for 39 venve and also from
the absenc» ol anyv cuarine - that another de aand
tov relicr would not immediately llow, (and taving
r=gard to what has alrendy Feen shean, this is not
problematical.y and that thercby the connection -
tween the Government and tihe Cowpany woul  le
perpetuated, to the injury of the Provines, its credit
an! its popul:tion,

4th. From the convietion thet the Conpany con only be ade-
quat-lv velieved froar its pre~-nt ewbarrass ce.ts by
itz Coryorate deven e,

5th. From the nccessy econ-equenze which st follovr, if
redief be extended 1o this Railway, ax proposed, that
It must, i comi 0 fairiess, be uilke exiended by the
Provinee to other Frovincial I ohways, Unddertakings,
and Muncipaiitex, which are in e wonon with the
Gran'l ‘Irouk Conany  laboucing rader severe
finan-ial emboressinen's,

Much micht be vieeed in sapport <[ these prooositions, ]
shall conten” mvscll) bovev 1y wi have y lew raicks, as the
prop - itions the-nseives will eeessarily o the chisl topie of

1

discn=<ion in the columnns «f the v e i—
1. FROAM IT OW T FINANCIAL PO05ITION,

The advines ia pay cent of te posi |sepvices for 25 or 30
years, would anp - o he 1,509,000 of Provia il Bouleg
but thexe Bolswe to bear werest, which, s well as prineipal,
is to be paid by tha Pro-nee. The prinepal antintorest olrthe
advance isto ¢ con-ileve { s an cqnivaleni tpaymeoni. The
Governiwont is 9 give Provineinl Bowds lor £1,500,000, to
bear iuterot @ 6 yer ceni.; and which prineipol ’unzl|1nt rest
are to be taken us payiment for postal services reaes e by the
Company for 50 yews, ia wlheeh peial the Bonds ave to
mature. Tne Compny will not require any sinking fund to
meet these Bouds: they are to be paid by tue Provinee. Itis
not a loan to be repaid by the Comypany ; but an advance by
the Province in payment of postal crvices to be rendered
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during a period of 30 years ; so that the advance to the Com-
pany actually mace will stan.t thus :—
Bonds 10 be ¢iven veeveecnrrsenensess  £1,500,000
Intercst thercon for 3t years at 6 per cent 2,700,000

If for 30 vears, al 6 per cent «ceovee e £4,200,000
Orou'.'.'..l...c.'.Q.O'Q..O "‘}‘21,000,000
H for 20 yrarsvveeeeeceneneeaveenons £3,750,000
OF voeevesensceneansasssssss 518,750,000

Now it is quite elear that in the pre<ent ~tate of ihe finances
of the Proviree, it cannot «ffor! to pry $430906 interest and
1.801h of the principal, $230,000—a total sum of #760,000 a
year for the conveyance of the meils, .

From estineates alrealdy extant, it appenrs that the difference
between the revenue and expenditure cf the Provinee for 1857,
’58, 759, 760 was, about twelve w:illions of dolluv.

Tiie actaal debt of the Provinee, inclasive of every engage-
ment direct and inlirect, in the bands of the publie, for which
its eredit end revenues are pledeed, according to the last state-
ment of the Minister of 'innce, 1s ..o ... $58,292,469%

The revenue of 1860, supplicd only about two-thirds of
the «am expended. Tha deliciency had heen as great for
several previous years.  The great probability s that, apart
from any Granid Trunk pocuniary relief, it will continue.

If the average deficit of” the last four years be maintained
(and the assumption ¢f new burdens is not likely to diminish
it), the interest on the Postal Subsidy Bonds will be borroved
money, and, with the principal, will, at the end of thirty years,
represent an incrcase of the Public Debt t» the extent of
$21,000.000.

The embarrassments of the Municipalities—the  Public
Buillings at Ottawa—the Interest upon an increasing Public
Debt—and, more than all, the orcanization of a Volunteer
Force and the (. fences of the Province, will at least absorb
any incr:ave of revenue—or any redaction of exp -nditure—
or both—that may be eflected ; so that su long as the Provin-
cial Credit is maintained, it can hardly be expected that the
average deficiency of the four years eading with 1860 will be
reduced.  In that case the Debt, when the Postal Subsidy
Bonds fall due, will be something as follows:

The present Dot being—say.ceveeees $59,000,000
Postal Subsidy Bonds......oovvivei oo 7,500,000
Average annunal increase of Debt in 30

years, at %3,000,000 per annum.. § 90,000,000

156,500,000
* The z)ppositioh papers estimate thc‘pﬁu‘bili;drcbt_a-é' high oi.s>$7-0,(7)070,600.
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In the face of this almost inevitable prospeet, it is hopeless
to expect the Canadians to squander t'eir resources on 1 par-
ticular railway already more favoured—only heciauase more
importunate—than others, especially since there ix an absence
of all neecessity tor it

It ix not necessary, heenuse the Canadian portion of the road
is now well able, by its earzings, to pay working expenses,
and gradually to tully complete and equip itself, which is as
much as can be expected, or ever should have been expected,
from it. [t is pot, therefore, in a ¢onditton in which the Pro-
vince would Le warranted in borrowing,-—10 lend to an Inacl-
vent Company,—chiefly for the purpose of enabling them to
purchase a temyporary peace.ond to pay six and eight per cent,
interest upon the cost of leaxed lites (v @ forcign comntry,
and which may at any day be employved as enuines of war
against Canada), which in the one case does aot ¢ an four per
cent., and in the other dees not pay even wirking expenses.

2. FROM THE FEELING OI" THE COUNTRY AS EX.
PRENSED AT THE POLLsS AT THE PERIOD OF
THE RECENT GEN[RAL ELECTION.

The expres<ion of feeling at the last general election acainst
granting further aid to the Grand Trunk wis almost universal.
In the addresses of candidates (particalarly new candidaies)
to their constituencies, the fetowing paraeraph wis almost
universally adopteil :—¢ T object to further aid to the Grand
Trank Railway, and I desire ty cee all connection ~evered
between it and the Governmeat” In the spreches of the
various candid tes to the eleciors, even stronzer language is
used—languag: probably less suarded:— I also strongly
oppose any further grant of public money to the Grand
Trunk ;” T will oppose any pecuniary aid whatever;” ¢ Let
the Bondholders take theroad.””  Even the Gevernment organ,
the Quebec Clronicle, <hortlv befove the clections, wrote as
follows :—¢ The Grand Trunk Railway will never be in the
position it ought to occupy, until itx real owners, \‘vhf) afier z’fll
are the DBondbolders, have the managanent of 1ty  and iIn
referring to the <chewe of relief sought for fast <ession, and
the absence of unanimity in Grand Trunk couneils, it pro-
ceeds :— Pcrhaps the hope, chevished even aainst hope, that
the Government of Canada would again act the berevolentand
charitable has been the real eavs=e of this supinrne<, and the
man for the times will more readily be [ound, now it is un{l.cr-
stood, in Engtand us well as here, that the Bondholders, like
other mortals, must help themselves"— Gulce Morning
Chronicle,” 4th My, 1561, .

It is not my intention to travel through the fi'es of the vari-
ous Cavadian journals of all shades of politics, which have
one and all spoken out upon this question during the pa-t year.
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Neither shall [ refer to the addresses of the various candidates
for Legislativ:: honours; but it isevident that the Press and the
addresses will iend overy confinnation to the proposition that
the unanimous leeling of the people of Canada is against the
granting of any pccuniary relief by the Province to this
Railway.

3. FROM TII! INABILITY OF TIHIE COMPANY TO
GIVE ANY SECURITY WHATEVER FOR THE
DUE PERFORMANCI, OF THOSE SERVICES FOR
WHICH THiS CAPITALIZAYION OF THE POSTAL
SUSIDY IS AN ANIICIPATED PAYMLENT FOR
THIRTY YEARS, AND ALSO FROM THE AB-
SENCE OF ANY GUARANTEE THAT ANOTHER
DEMAND FOR RELIEF WOULD NOT I1MMEDI-
ATELY FOLLOW—(AND HAVING REGARD TO
WIHAT HAS ALREADY BEEN SHEWN, THIS IS
NOT PROBLEMATICAL)—AND THAT THEREBY
THE COMNNECTION BETWEEN THE GOVERN-
MENT AND THE COMPANY WOULD BE PER-
PETUATED, TO THE INJURY OF FPHE PRO-
VINCE, I'Ts ¢ REDIT, AND ITS POPULATION.

Mr. Watkin, in his recent report, section S, bearing upon
this proposition, mikesthe [hilowing statement :—*¢ [ was able,
I believe, to convince the Government, after devoting some
time to a j.ersoncd examination of the Railway and its position,
that, physi-aliy an'l pecuniarily, the material guarantees for
the pertormaice of this scrviee were really beyond cavil.”

It is to be -eovett d that Mo, Watkin did no: ofler some evi-
deace othes than amere genired dietwin of his own, as to where
the materis! cuarantees existed. The means resorted 1o by
him to olinin the necessury evidence, viz, ¢ a personal x uni-
nation of the Railway @ud (s position.” are clearly insufficient
data. The uilway i a Railway might ce able to periorm
the service 3 dts position may e sueh as Jusiity the belief
that it could be perfinied s but the question is whether a
Company wh'h niw ix aud beyond doubt for some ye.rs to
come, must continue to be in hopelessly insolvent eircumstan-
ces, can possibly offer any silldactory vuarantee to the Pro-
vince for the fue perlirm vice ol such a contract.

4. FROM THE CONVICTION THAT THI. COMPANY
CAN ONLY BE ADIQUATELY LELIEVED BY
75 CORPORATE »DiECEASE.

The Report of the Comowissioners to which I have before
relerred, hos an viport:nt reierencs to this proposition. The
Commizstoners deal with tie guestion of the Grand Trunlk
undertaking in its entirety.  On page 61 of that Report, I find
the following :—* But supposing all these Improvements to be
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introduced—granting that th trade had erery accomodation
which it conld reazonably exvect—that the ivaflic anrangenents
were stuch as to insure purctaality, ond thet the fr isht were
carried at remunerative rates, sl there wou'd he one me:<nre
more neces<ary before the Grand Vronk counld take irs place as
a solvent undertaling It ix cisolutelv esseniial that the nome-
inal capital should be reduced. The Habili v of the Company
for interest and rents exelusive of shace capitad, at th date
June 30, 1RGO, is given in the wypeadix (p.o 51), and was
within a teifle 1 33000000, wud iF additond e tal were
raised more ful'y to 1o equip he voad, the fiability weuld
excerd this sum : but the blaviee of revenue account, accord-
irg even to the Comiany™ own way ol shewing it) was not
more than %1.-452.000  We have thus an @annnal el ce upon
revenue of double the amount o the a@eorogale nel carnings
during the cight yoars toe voad has beetosen It is unpossible
that any increase of trafhie, or nyv improvemcut of manioe-
ment, ¢ 1 make head agaimst <ucl a load of dcht i

[t is imyo=sible to be bling to the e, tha nothing boi the
sacrifice of a lavee part of thie copitd iuves ed con justily a
hope of saving any of the vmaiwder. Fw dlie prosedt postion
of the Comp-ny. no erteraa aid con avedl anythip g Fleen
if it were possibie to cbluin wears o ffict o Lonplrery rel'ef, it
wanid only the mor- sp-edily, aud the mere cericinly, boiag on
the final crisi<.”

Sach was the expre- ed opinon of the Goveonmiut Coms-
micsioners,

5. FIOM THE NECUSSARY CONSEQUENTE s WHICH
MUS . FOLILOW IF RELISE Bl EVPYENDUD TO
THIS RAILVWAY A8 PROPOSED; TUHAT IT MUST,
IN COMMON FAIRNESS, 0E ALIKE CXTENDED
BY 7THE PROVINCE 70O OTHER POVINCIAL
RAILWAYS, UNDERTARKUGS, AND MUNICIPAL-
ITIES, WHICH ABL. [ ¢ OMMOGN Wont TIHE
GRAND TAUNK COMPANY, LABDURING UNLUER
SEVERE FINANCIAL BHBARRASSVLI TN,

This proposition is szlf-cvident M oy Momicipaliics ore
fearfully embarrassed. They owoe about §3,000,0649;5 and
many are beia: sued by the Crown at this mticnt, to cn-
force payment, which cannot but bring about a large anonat
of local and dircci municipal taxation.

As to the other Railways.— th Bufl' & Lake Huron and
the Great Western,—enouch is already known i Englond and
in this Province as to these lives, and us to the present codi-
tion of their aflairs, to render any paiticular refercoce thereto
unnecessary.
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THE NORTHERN RAILWAY.

By an act of the Provincial Parlinment 22 Vie. ch. 89,
(1859) « An nct reiating to The Northern Raihvay Company
of Canada,” Puliament denlt with the cmbarrassments of a
Provinci:l Railroad, whose positi m then was analagous to the
present condition of the Grand Trunk. 'The Northern Rail-
way was much embairassed financially, the Prefercnce Bond-
holders had commenced suits upon their Bonds—the road was
in bad condition—its credit was impaired—iis development
wholly impossible, and its extrication heset with difficulty.
All interests essayed to obtain Parliamentury .id, and failed.
Unitedly tiey procured the passag: of an act, the result of
which has becn in a couple of years to restore the eredit of the
Company, and to conduce to its material prosperity.

This act, <hortly stated, 1s as follows :—

“1. Northern Railway of Cun:ula vesied in the Crown for the
fellowing purposcs @ —

I. Goverr: v in Council may cause the Railway to be
put in repairs at a co-t not execeding $60,000.

2. Railway may be woiked either by intervention of
the Company, or by other persons,

3. Railway may be sold on or after 1st August, 1859,
an:'d proceeds of sale distributed among creditors in
proper order of priority.

4. Railway may be bought by the Province.

“2. Governor in Council may treat and :grce with the Com-
pany or Bradliolders for the tran-ier of the Railway,
steek. plant, rights, and privileges to the Company or
to the Bondholders, and allow n:w capital to be
raised by Preferential Bonds, to be applied in the
repair and improvement of the Railway and stock.

“Order in Council for truuster to be bindng on all persons
having any iuterest in the present capital of the
Company, whether as Stockholders or Boudholders.
The cflect of such order being to vest the property
and richts in the persons mentioned in such order of
Council.

“Priovity «f lien and divid-nds may be grant:d by the
Governor in Council for new capital, and subscribers
therefor to vote.

“Order of Council to provide for matters incidental to the
ilailway and its management.”

What is there to prevent suc'' an arrangement being come
to with respeet to the Grand Trunk? The peculiar position of
the Judgment Creditors, who, as Financial Agents of this
Province, arc enabled to exerciss more than ordinary influence
over provincial legislation, has, no deubt, heen the reason why
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an exceptional policy is followed in the case «f the Girnd
Trank Railway. It should r ot be concealed that there eyisis a
strong conviction in Canada, that the Judguient Croditors i ve
derived advantaces from their contrel over (i provineial
finances which should <o Lu to neutraliz> theiv advances to
the Railway, and that on this account other suflerers have
stronger claims up.n contributions to be made by the Provipce.

CONCLUSION.

During the past twelve months the people of Canida have
been cenerally aware that efforts wonld be iwde 1o obtain
peceniary aid for this Companv, from the Province. The
appeal made by the Sharcholders during the last session was
unsuccessful, and as far as the tone of the pres<; of all shades of
politics, and the addresses of new members to their constitu-
ents at the recent elections, can be regarded asan iiiex of the
public sentiment, there scems to be little doubt that any
appeal for aid will he regarded with disfavour; I might go
further and sayv it would be strennously opposed.  The expres-
sion of thix opinion does not emanaie from fuction or poaty, it
is not an expression of triumph that having gol the road they
seek to avoid paying for i.  Opposition to pecuniary aid
from the province is not rested on any technical ground,—the
Colony dues not seck to avoid the responsibility of any engage-
ment to which it is not bound by any strictly legal form.  The
functions of the Canadian community ar: not limited to the
securing the railway first, and then Liaghing <t the siinplicity
of those who embarked their means in the undertaking.  The
Colony svmpathises with those widows and orphans; those
small capitalists, and la g: ones also, who have invested their
means in the undertaking. The Colonists assume a higher
ground and rext their casc on anything but sleader preraises.

It has never been prete. ded that any /legal responsililiy can
be urged by the claimants for relief, and they are content to
rest their case on the ~trong mos/ claim they have upon the
Province. At the same time, and with the sime breath, they
urge that in Canada, moral c¢laims are not understood.

It appears to be forzotten that there tre two sides to the
question, and that Canada lias also a moral claim to urge on
behalf of her own people. It is urged that if Cioinda reluses
the sacrifice now claimed at her hands, ‘it will not require
much furesizht to pereeive that she will have taken a down-
ward siep, to be recovered only by prolonged and costly sacri-
fices.” It may be also urged with equal foree, that <hould
she make the sacrifice sk:c may be pinnging hersclf into rain
and inevitable and continuing Bankruptey :(—and my reasons
before mentioned shewing why she cannot make the advance
go far to establish such a proposition. To whom would the
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advance go, if made? To the Judgment Creditors, Messrs,
Baring and Glyn and Mezsre, Peto and Co., the contractors, in
greatcr parl.  The poor hareholders would not benefit a whit.
The Bondholders might g-ta yeayr’s int-rest, and that is all.
Thix is a ~trong fact for the consideration sf those English
people wi are contendiny; that pecuniary aid from the Province
1s their jus=t right.

The L« ixlature of ‘his Province grinted a specific amount
of aid to tre Railway, and sanctioned, through a Committee
of the [House, the contra: t mode in which the enterprise was
to be under.aken; but neither ih- Legizl:ture nor the Govern-
ment, as such, mere | ariics to the pro-pectas, the eoncoction of
which took pla ¢ in Lon irn, under b.th Englizh and Canadian
auspices, and the fallacions promises of which have ¢ ‘nstituted
the basis of the “moral ¢! 1ms” yut forth. At the sime time -
1t i» but just to admit, thar ths Gov rom-ni ol this Pr vince
assuined tae responsibility of a supervi-on ol the expenditure ;
and in so far as the present embanassmenis of the Company
are pro.iuced or incressed by its failure faithfully to discharge
that duty, it is answerable. And if any of its members or
oflicials are responsible for the 1nany frauds which have been
practised upon the Stockhollers, anl which have done so much
to cxhaust the capital and destroy the uscfulness of the road,
as well o« its ability to make a return, a moral responsibility
has been incurr:d.  The Prefercnce Boudholders may also
justiy complain that their money w:s obtained under a s ecies
of tulsc pretences, as the report «f the Government Commis-
sioners has shewn that ~ystematic conceaiment of the true
finar.cial condition of the Company hax been practis.d ; and it
may reasonably be expccted, that from the connection between
the Government and the Comypany, as well as from the contre |
supposed to be excreis o over all corp:rations,—and especially
railways,—und-r the Railway Inspecrion Act, that such prac-
fices would not have bien allowed.

I'am «: fisfied that an advance by the Province will not
influence the extim:tion in which for'the future Canada will
be held in England. 1! an English merchant ascertains tha
hix customer ix trading largeiy beyond his capit:1, if a body o/
merchants on ’Change, are well aware that the imports of a
Colony largely exceed its exports, if financiers are convinced
that the debts of the borrower far exceed his available resources
and his means of baynmieat, we weil know the consequences
which enxue, and if a b mkrap: company endeavour to bolster
up their alrcady lost credit Ly means which—although they
may tide it over for a searon—-annot re-establish its credit,
we know the English maxim is “wind it up.” If a pro-
perty is mortgazed far beyond its value, we know that the
prudent course of the morigagees ix to realize, as their chances
of ultimate payment ar. diminished by the accumulations of
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.
interest—by the depr-ciation of the security—by a host of
continzencies, with which every Mortgagre and busiress man
is well acquainted.  When a property is born down by theve
calamitics, it can only be re.csablished, ordeveloped, or im-
pro~ed in other hands—and when freed from the incubus of
heavy debt which had impeded its re-establistmient to credit,
its development, and its improvement.

Nivce Dec., 1859, the interest has not bheen paid o the
three millions of share capital, and since Tune 1860 the pay-
m nt of all interext has been suspended on the seven millions
of bonds of varions orders ot priority. 1 have already <hewn
what the floating debt amounts 1o —the Company being over-
whelmed with debt, wholly dextitute of credit) lajxed into
utter ivsoiveney and coutusion—it is sought to s<hape this
chaos into order, to restore thisinscelvent wreek to commereial
prosperity, not by means nsnally resorted to in xuch cases, but
by a fruitless application for an advance, which, even should it
be «btained, would amount to ubout one-third of the sum ac-
tually required for the purpoxe.

I, we assume that the ~chcie projoseq is aillepted, after
a very <hort time, if not in its inception—if iy tigures are cor-
rect—the Grand Trunk must relapse into continued pecuniary
embarrassiuent. | have said that the Preference Bondholders
cannot be benefitted by its passage, it appears to me, how-
ever, that they must be scriously prejudiced when as first
mortgagees they have, in crder to =ave their securities, to take
possession of and work the road. and asx that event mayv soon
happen,—should it take place, they will find themclves bereft
of a most important source of income. According to estimates
prepared for the passage of the proposed relief s:heme, a sum
of $350,000, and .} of £1,500,000, equal to $250,000, or a total
of $700,000 yearly for the carriaze of the maits, will iinve been
already paid in advance for 30 y-urs by the Province.  They
will find that they are bound to this contracy, they will have to
carry the mails without remuneration for many years, and from
the anticipated payment wiil not have devived any other al-
vantage than perhups the payment of a year’s int-rvest on their
bonds—

The principal of tli- new postal bonds is  £1,500.000
The interest for thirty years.ooooooo oo £2,700,000

£.1.200.000

And the consideration for this advance, services io be rendered
by the Company for a like p-riod.  Assimins the Company
fail. and the Preference Bondholders wre competled to take
possession to -ave themsclves, it isin eflect putiing le’on_'e
their claim £4,200,000 ; it atters not whether this sum 18
placed before them as cash advanced, or in services o be ren-
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dered, because for the latter they should, when in possession,
receive so much cash. Th- service must be performed without
payment, therefore to such an cxtent it is to them a positive
loss

If, then, the scheme of arrangement—the capitalzation of the
Postal Subsidy—as proposed at the meeting held in London,
in July last, and confirmed for adoption in December, ¢ as the
only practical means of velieving this concern from its finan-
cial embarrassments”” cannot and will not be adopted by the
Legislature of this Province, it secems clear that the question
of the Postal Subsidy cun only be presented in one other form,
viz, that the Legislature, acting upon the willingness of the
Government to arbitrate as to th» amount to be paid, may
sanction a contract for some amount to be paid for Postal
Service annually, into the hands of Trastees. during a term of
years, for the purpose ol providing the interest atleast on a
new issuc of Bonds by the Company. In other words, that
the Company, under their corporate powers, might issue new
Bonds, the interest on which should be paid by the Provirnce,
out of the amount which the Province may agree to pay for
Postal Services,—the Province capitalizing that sum to meet
the interest yearly.

The law of 1849, which only extended the Provincial gua-
rantee /0 lhe inlerest on railway loans, proved Inoperative ;
and it is therefore probable that any amount to be annually
paid by the Province must be sufficient to form a Sinking Fund
for, as well to meet the interest on, the new issue of the Com-
pany’s Bouds.  This necessity calls for a more liberal subsidy
or a reduvced issue of Bond-s,

The present Postmaster General, when addres<ing, at Peter-
boro’, the <lectors, at the recent Trent election,* referring to
the question of payment to the Grand Trunk for Postal Services,
aaid, “ A bargain had been m-de hetween th- Government,
through Jir. Morris, and the Company, that the latter <hould
be paid $110 per mile tor Poxtal Services. When 1 took office,
I considered that $70 a mile was sufficient ; and the Company
had never been paid more than $70 since Mr. Postinaster
General Moiris” tise.  The Company claimed the difference,
and it wis a just one—-it was certainly not a traunped up one ;
but I nevertheless insixted that the country could not afford to
pay $11¢ a mile. I had fixed the amount at $70, because [
honestly believed that the country could not afford 1o pay more,
[ alwayx rexisted 1he payment ol *the $40 a mile exlra, from
the time I reduced it. [t was under these circumstances that
the Company offered Preferential Bonds, and good security,
for a temporary loan of $245,000, to be paid by the Post Office
Services Fund.”

¢ Vide Toronto Leader of August 23rd, 1861.
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The Government Commissioners® Report, pac» 57, states the
facts with reference to the aillowance to the Company for
Postal Services, and they agree with the statement made by
the Hon. Sidney Smith. It further appears, fron this roport,
that the United Statex Goveermnent payvs the Grand Truak, on
the Atlantic district, 3100, and on the Detroit distriet, yi3
per mile.

The average rate paid in the United States, in 1360, was
$172.24 per mile.  But the railways in the States carry mnore
mails, and perform ¢ extra™ services: they deliver the mails
at the post offices at the terminal stations, and at all way oflices
not more than a quaricer of a mile froim the raiiway 5 whilst in
Canada, the the post office receives the mails on the platform.

From these authorities, it is clear that the amoun: to be paid
cannot be expected to excecd 5100 a mile. Wha amount
would this produce us a =ource of yearly revenue tor Postal
Services?

The length of the roaiis ...oviiieeiiiees 1097 mifes.
Deduct from this—
Portland division ...oeee.aee.. 1491
Detroit eXtension cee.vees casese 99
Eastern division, in the State of
Vermont.eeeee seeese eanees 17
Branches coveveereiieevioen vnns 7l

Tots! number of miles....... 865}
Producing a revenue of ...... $36.509

When we remember that the Company only run one through
train in the twenty-four hours; that the Riviere du Loup Ex-
tension has only one train daily; and that between Torouto
and Sarnia there is another railway to compete for the through
mails,—it is evident that no extra trains (cxcept in connection
with the arrival of an ocean stcamer) are run for the mails.
That in fact, if no mails wrre earried, the trains weunld run as
they now do, for passenger accommoilation only - and fixiig
the value of the servica perforined by the rates paid by the
Express Companics for a greater »mount of fonnage carried,
the annual value of the Mail ~ervice would not exceed the
above estimate. The Conpany performs the business of the
Express Companies for about £7,000 or £8,000 per annum:
and allowing for the difforence in the services, three times this
amount should be the full value for the maiix. .

Again, the Legislature will be deterred from assenting io
any excessive mileage allowance to the Grand Trunk Railway
for postal purposes, by the consideration that there are about
one thousand miles of railway in Canada belinging to oth~y
Companies, to whom a proportionate subsidy must be given.

»
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To meet the exigences of the arrangement scheme already
eferred to, the Company require—

Yearly cooeevieneevennaccccnnnaenn... $700,000

And this, I have shewn, is insufficient to meet its
present requirements; and here we have an
amount of only ceseeececsrecccesaseecss. 86,500

Leaving the deficiency .... .. $613,500

A yearly payment of interest equal to $86,500, would only
meet the interest payable on a capital of under £300,000. This
would not pay the interest on the proposed “Equipment”
Mortgage of £500,000; and rents, interest on bonds, and
floating debt, would remain as they are at present—unsatis-
fied. We may therefore dismiss this alternative proposition
without further consideration.

Lastly. The Shareholders can never hope for any return
unless placed on a par with their creditors; but as the pro-
prietors of the charter, and the real managers of the property,
they have a position perhaps more profitable to the controlling
members than that of any other class. Although railways
may be unable to pay interest or dividend,—the disbursement
of the whole receipts in working expenses, renewals, exten-
sions, &c., gives rise to profitable English commissions on
iron, locomotives, &c.; and the contracts for sleepers, fuel,
oil, &ec., afford a local patronage availible for political pur-
poses. Again: the power of appointing the three thousand
employés may compensate many shareholders for the loss of
dividends,—=as friends and relations may thus be provided for,
or political support be purchased. The largest shareholder—
if he exercises his power--may make more out of a bankrupt
railway than the highest dividend; and thus a powerful com-
bination of shareholders, high-salaried oftlicials, supernumerary
employés, and politicians, may be expected to unite, promise
and attempt impossibilities to maintain the staetu quo, and pro-
Jong their official existence at the expense of the Bondholders
and other creditors of this unfortunate undertaking. It is from
this interest the Preference Bondholders have most to fear.

[t is not my duty to say more thanI have already urged on
this question. Upon all important questions of finance,—
whether as pertaining to “home” or abroad,—Englishmen
generally possess sound and enlarged views, and in their
hands I may safely leave the subject. ]
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