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I have the honor to report to you upon the various matters in which I have been engaged
since I left New Zealand.

CALIFORNIA!* MAIL CONTRACT.
I have already communicated with you at great length upon the steps taken by me in connection

with the Californian Mail Contract.
When I left New Zealand, I had with me the contract entered into by Mr. Neilson, on behalf of

Mr. W. H. Webb and Messrs. Holladayand Brenham. I also had instructions from the Government
to the effect that, in case of difficulties arising as to carrying out that contract in its entirety, I
was to consider myself at liberty to consent to considerable modifications. On the voyage between
Honolulu and San Francisco, I deemedit desirable to recast the contract, and to enter into an agree-
ment with Mr. J. B. M. Stewart, who was the authorized representative of Mr. Webb and Mr. Ben
Holladay. It is to be remembered that, in adopting this course, I did not admit any informalityin the
contract with Mr. Neilson ; but it seemedto me that it was desirableto concede a great deal for the
sake of securing an amicable arrangement with Mr. Webb, rather than to fall back upon any powerwe
might have of forcing upon him a distasteful contract. Besides, any delay in concluding the negotia-
tion, or any dispute as to the validity of the contract, would in all probability have led to a result
much to be deplored—namely, the stoppage of the then existing service, before the commencement of
the new one. The fact winch I learned at Honolulu, that I should not fiud Mr. Webb in San Fran-
cisco—and that, therefore, if I failed to make an agreement before leaving that city, I should be in a
condition of great uncertainty as to the arrangements for carrying on the mail service -withoutinter-
ruption —madeit seem important that I should come to an understanding with Mr. Webb.

The Conteact.
It is not worth while now to discuss what hold Mr. Neilson's contract gave us upon his

principals. Mr. Ben Holladay personally admitted to me his liability under the contract;
and though Mr. Webb did not go so far as to admit liability, he did not expressly deny it. But
liability under the contract meant the option on the part of the contractors to pay £25,000 as a
penalty for non-performance; and I had to bear in mind, in dealing with Mr. Stewart, that the
object of the New Zealand Government was, not to obtain a sum of money by way of forfeiture,
but to establish an efficient mail service. The same arguments apply to the discretion which I
afterwards exercised, when I consented, at the request of Mr. Webb, to .slightly modify the agree-
ment entered into by Mr. Stewart, although Mr. Webb had, before I left San Francisco, telegraphed
his acceptance of it.

It was a source of very great gratification to mo that, finally, I concluded a contract which as
nearly as possible carried out the wishes of the Assembly, which is much more favourable than the
limitations of the Government permitted me to agree to, and which I am certain will secure for the
Colony results, direct and indirect, of an inestimably valuable nature.

When I consider the whole course of the protracted negotiations, from the time of the first
tentative arrangement with Mr. H. H. Hall—the amount of local opposition and difficulty thrown
in the way of the Government—the remarkable indisposition of some of the neighbouring Colonies to
render assistance to the line,when its continued existence seemed to depend, in a measure, upon their
assistance—the many and conflicting interests to be contended with—the unexpected refusal of the
United States Congress, at the last moment, to contribute to the subsidy, and the consequent great
increase of tbe responsibilities undertaken by the Contractors—I find it difficult sufficiently to
congratulate the Government upon the favourable contract which has been concluded.

On my return from England to the United States, I learned that Mr. Webb had already found
larger difficulties in his way than he had anticipated, and he urgently applied to me for a modifi-
cationof the contract. latonce informed him that I had nopowerwhatever,on my own responsibility,
to alter thecontract or to remit any of its provisions. I also expressed my opinion that the contract
as it stood was the one which theNew Zealand Government would insist upon being ultimately carried
out, and was, moreover, one which, with a little patience and forbearance, could be made entirely
satisfactory to the Contractors. Mr. Webb undertook, without delay, to have the " Dakotah " made
ready for the service. Thereupon, I informed him that, without in any way pledging my Government
to such an extent, I thought it quite possible that if he went to New Zealand, or if he sent thither a
thoroughly authorized agent, the Government might yield to a request thatsome temporary facilities
should be nflbrded to him, pending his being able to put more vessels on the line,but with the express
understanding that the "Dakotah" should be brought into use without any delay whatever. Mr.
Webb gave me to understandthat he would be satisfied if some temporary facilities were afforded, to
enable him to contend with the opposition which had unexpectedly sprung up in Australia; and that,
not insensible of the magnitude of thecontract ho had undertaken, he was determined thoroughly to
do justice to it.

I take the opportunity of expressing the opinion, that the contract as it stands is, in substance,
the one to which the New Zealand Government should rigidly adhere ; but that, consistent with such
adherence, it would not be out of place to show temporary consideration to the Contractors. lam
convinced that the contract as it stands will ultimately secure the support of the Australian Colonies;'
that it will lead to a most valuable service, and one which, with proper attention, will be made
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remunerative to the Contractors. But it cannot be denied that at the outset the service is subjected
to great disadvantages. It will require some time to teach the people at each end of the line the
inducements which it offers as regards passenger traffic, and a yet longer time may perhaps elapse
before the steamers secure that amount of freight which will ultimately be afforded them. I may
add, that there is goodreason to hope that the Contractors will yet obtain a subsidy from theUnited
States.

Mr. Stewart has accompanied me to New Zealand on behalf of Mr. Webb ; and that gentleman
himself intends to visit the Colony, by the boatwhich is to leave San Francisco in September.

It would not beright that I should omit from this general reference to the Californian Mail
Contract question, my testimony to the zealous and valuable services rendered to me throughout my
negotiations, by Mr. Gray, Inspector of Post Offices.

Postal Negotiations in London.
I have prepared, and will forward to you, a Memorandum on the subject of protracted negoti-

ations with the Postmaster-General respecting the mail service via California. I will merely observe
in addition, that there is reason to hope the matter has been placed in such a train as will lead
to the new service being adopted by the Imperial Government as a fortnightly alternative route
to that via Suez. It is hardly necessary to remark that such a result would very much add to the
character and status of the new service. During the existence of the Panama Service, the Imperial
Postal authorities altogether objected to an American route for an alternative service with thatvia
Suez; and that those authorities are now willing to reconsider the whole question, is at the least
a testimony in favour of the Californian Service. There has recently been developed, both
in England and America, a strong feeling in favour of a penny postage between those countries;
and Her Majesty's Government are pledged to endeavour to make arrangements to that effect.
Supposing, as there is reason to believe, such arrangements can be effected, and the rate of
postage be reduced, it will be competent to reduce the rate to New Zealand, eitherto the same extent,
or to (say) one-half the present amount.

You will learn from the Memorandum and the correspondence attached, the steps which, after
much consideration, I deemedit advisable to take in reference to the reduction in the rate of postage
from England to New Zealand.

American Duties on Wool and Flax.
It is highly gratifying to me to be able to assure the Government that my exertions in the

United States with the view of obtaining a remission of the duty on New Zealandand Australian wools,
and on New Zealand flax, are, I have good reason to believe, likely to meet with very great success.
It would be out of place to enter into the particulars of all my negotiations on this subject. Suffice it
to say, that Mr. Webb and other gentlemen have warmly interested themselves in it; and that,
whether in special connection with theparties to the contract, or iu some more general form, I have
reason to believe that, in the course of a few months, Congress will sanction a greatreduction in the
rates of import duty on New Zealand and Australian wools. At present, that duty is 10cents per lb.
and 11 per cent, ad valorem; whilst upon low-class or carpet wools, the duty is only 3 cents per lb.
I think it probable that, instead of a total remission, the duty upon our wools will be reduced to the
rate now chargedon carpet fl'ools, or to 5 cents, per lb. When it is considered that,notwithstanding
the present apparently prohibitory rates of duty, there are being forwarded (as I am informed on
good authority) large ordersfor the purchase of wool in New Zealandand Australia for theAmerican
markets, some conception maybe formed of the trade which is likely to grow up when the heavy duties
areremoved, or very considerably lightened. Should the establishment of the route lead to no other
direct commercial result than that of giving to the wool-growers of Australasia a new market for
their staple, a great gain for the Colonies will have been secured.

I am informed that the Contractors have made arrangementsto carry wool at the followingrates:
—From New Zealand to San Francisco, id. per lb. ; from New Zealand to New York, by railway from
San Francisco, l|d. per lb. or by the Isthmus of Panama, l|d. per lb. When these rates to New
York arecomparedwith the rate by sailing vessels, direct to NewYork or by way of England,and allow-
ance is made for the great saving in time which will be effected, it will be apparent that considerable
quantities of wool willbe sent by the contract steamers, not only for the Californian market, but for
NewYork. The importance to New Zealand of the main steamers calling at the differentports whence
wool is likely to be shipped, is very much increased by the prospect of this extensive trade in wool
direct with the United States.

It cannot be doubted that a remarkable impetus will be given to other branches of trade
and interchange. I have reason to hope that the duty now imposed by the United States upon New
Zealand flax will soon be reduced, if not altogether removed ; and there will doubtless then be a
large demand for the fibre, for rope-making and cordage, of which the consumption in the United
States is very large.

New Zealand Coal.
It will not be inappropriate to refer here to the New Zealand coal fields. If the Californiau

Mail Service encourage the development of the coal fields of the Colony, not only will the cost of the
service to New Zealandbe very much lightened, but, indirectly, results will be secured, the value of
which it would not be easy to estimate. While in England, I was more than once asked why the
excellent coal procurable in New Zealand—samples of which had been tried in Great Britain—
was not worked. The vessels employed iu the new service will consume fully 30,000 tons of
coal a year; and supposing the New Zealand coal could be supplied as cheaply as the Newcastle,
N.S.W. coal, there is noreason why the whole 30,000 tons should not be supplied from New Zealand
mines. If these mines were systematically worked, indeed, therequirements of the new service would
be small in comparison with those of the vast market which so excellent a coal would undoubtedly
create. Coal obtained in Vancouver's Island is very inferior, but it appears to be, at present, the only
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competitor with the New South Wales coal, not only amongst the islands of the South Pacific and
along the west coast ofNorth America, but also, as lam informed, in China. Were it known to ship-
owners that vessels could certainly obtain coal-freights in New Zealand, the heavy rates now charged
on shipments from Great Britain to the Colony, would, I believe, be materially reduced. The number
of immigrants it is proposed to introduce into the Colony, as well as the extensive shipments of
railway plant and material which will be required, will probably necessitate the employmentof many
more vessels than can be loaded back with wool; besides that the latter loading is onlv availablefor a
portion of the year. Ifcoal-freights were obtainable in the Colony, ships arriving from Great Britain
would be able to load for San Francisco or China, and then to load home with grain or tea. The
knowledge that such all-round charters were obtainable would, no doubt, very greatly reduce freights
to the Colony ; so that, in reality, the development of the New Zealand coal fields would indirectly
secure a reduction in the prices of all articles of commerce which now find their way to the Colony
from the home country.

Navigator Islands.
Beforeleaving the subject of theMail Service,I desire briefly to draw the attention of the Govern-

ment to the Navigator Islands. The contract permits calling at one of those islands ; and lam
informed that the Contractors intend to avail themselves of that privilege. lam told that, in
climate and fertility, the Navigators are not inferior to others of the Pacific groups. Their
geographical position gives them much importance; for they are centrally situated in respect to
the principal Pacific Islands, so that, sooner or later, they are likely to become more or less important
commercialcentres.

I deem it of importance that the islands of the Navigator group shouldnot be left without thepale
of legalized enforcement of lawand order. In aposthumously published work, by Lieut, the Hon. H.
Meade, R.N.,* it is stated that the people of the Navigator group desire to place themselves under
British protection. Notwithstanding the tenor of a Despatch, which was recently published in
Australia, wherein the Colonial Office expressly refuses either to takepossession of the Fiji group, or
to place those islands undera British Protectorate, I have reason to think that the Fijian question
will be subjected to further consideration, with a view of devising means by which one or more of the
Australian Colonies, or New Zealand, may, if so desired, take the islands under their protection.
Such a proceeding would not be altogether without precedent. The Government of Cape Colony, I
am informed, has been exercisingProtectoratepowers towards one of the South African Republics.

It appears to me that, so far as the islands of the Navigator group are concerned, New
Zealand should take steps to secure that such an amount of protection shall be afforded to the group
as the present rulers desire, and at their expense. I think that the Colony should co-operate with
those rulers, to prevent the islands becoming the scene of lawlessness such as prevails in the Fijis, and
especially that the Colony should aid in arresting any disposition to kidnap natives of the group into
slavery, under the pretence of hiring them as free labourers.

Her Majesty's Governmentare very anxious to repress the growing disposition to kidnap Natives
of the South Sea Islands, and would no doubt warmly co-operate in any efforts in that direction
which might be made by New Zealand.

THE LOANS.
Immediately on the contract with Messrs. Webb and Holladay being signed, I proceeded to

London, and there, as you are aware, I lost no time in making arrangements for negotiating the
two loans. I conceive that the Colony has every reason to be gratifiedwith theresults arrivedat. The
unguaranteed debentures were negotiated at a price which, on all hands, was considered to be most
satisfactory ; and such arrangements were made with the Treasury as will place the guaranteed
debentures in the position of a reserve fund, to be employed whenever occasion requires. Al-
though I had not any positive difficulties with the Treasury, yet the final settlement of the details
proved a long and tedious affair. As I have alreadyreported, debenturesfor £200,000 were at length
created, and, by my directions, were deposited by the Crown Agents with the Bank of England, there
to be subject to the instructions of the Government.

I have to acknowledge thevery cordial manner in which Mr. Julyan rendered me his assistance,
as associate Agent in negotiating the loans.

DEFENCE OF THE COLONY.—H.M. SHIPS ON THE COAST OF NEW ZEALAND.
In obedience to the instructions of the Government, I placed myself in communicationwith the

Colonial Office upon the subject of the defence of the Colony, and the necessity of keeping a Naval
force permanently upon the Coast of New Zealand. I have already forwarded to you the
correspondence which took place after lengthened negotiations, and which will have informed
you of the results arrived at. Ido not doubt you will agree with me that, putting on one side the
departmental objection to giving a specific assurance respecting the number of vessels to remain on
the coasts of the Colony, the Government have every reason to be satisfied, both with the assurance
that theAustralian Squadron willbe strengthened, and with the statement that the Commodoreon the
station has been informed of the opinion of Her Majesty's Government respecting the necessity of
showing the vessels under his command on the coast of New Zealand, as explained in the corre-
spondence.

In reference to the defence of the Colony from outward aggression, and more especially as to the
use of torpedoes for that purpose, the Secretary of State for the Colonies placed me in communication
with the War Office, by the authorities of which I was placed in communication with Colonel Jervois,
C.8., whose reputation in connection with coastal defenceis of a world-wide nature.

I forward to you, under a separate cover, papers which I received from Colonel Jervois, by which
you will observe that he has taken great pains with the matter, and has devised plans by which the

* "A Ride through the Disturbed Districts of New Zealand, together with some Account of the South Sea Islands;
being Selections from the Journals and Letters of Lieutenant the Hon. Herbert Meade, B.N. Edited by his Brother."
Second Edition. London: John Murray, 1871.
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Ports of Auckland, Wellington, Nelson, Lyttelton, and Otago can be placed in aposition to resist the
attacks of privateers and vessels not being ironclads, at a cost of £44,000, exclusive of expenses for
freight and certain enclosures of land. He has supplied me with maps showing plans, and also some
confidential reports.

I had several interviews with Colonel Jervois, and found him most cordially earnest in his desire
to afford all the assistance he could to the Colony. There was so little opportunity for considering the
papers handed to me by him, consistently with their importance, that I felt it to be my dutyto ask him
if he had any objection to hold direct communication on the subject with my colleague, the Defence
Minister, after my return to the Colony. Colonel Jervois informed me that he had no objection to
such a course, provided it was approved of by the Colonial Office. I at once addressed a letter to
Lord Kimberley on the subject. With great promptitude an answer was sent me, to the effect that,
although no official correspondence could take place in the way I had suggested, there was no objection
to unofficial communication being continued with Colonel Jervois. I have to express the hope that
such official thanks as can be given to that officer will be conveyed by the New Zealand Government
through the properchannel.

Throughout my negotiations with the Colonial Office, upon these and other subjects, I found, on
the part of Lord Kimberley, and of Mr. E. G. W. Herbert, the Permanent Under Secretary for the
Department,a strong desire to consult the wishes andrequirements of the Colony.

EAILWATS.
During the whole of my stay inLondon, I was actively engaged in negotiations with Messrs. John

Brogden and Sons, respecting the construction of railways in New Zealand.
Those gentlemen had, prior to my arrival, arranged to send out an agent, with a surveying staff.

Their object was to cause some of the lines of suggested railways to be examined, to enable the firm
afterwards to make proposals to the Government for their construction, should the preliminary
examinations prove satisfactory. Messrs. Brogden were under the impression that the Government
would, in any event, defray the cost of their agentand his staff; and, as I understand, the acceptance
of thatresponsibility would have been insisted upon by the agent, as a condition-precedent to the
commencement of surveying operations by himselfand his staff. Immediately afterIarrived in London,
Mr. Alexander Brogden, M.P. (the head of the firm), waited upon me, and asked whether I would
advise him to send out the party, and whetherI wasprepared onbehalf of the Government to guarantee
its cost. I replied, that I was not preparedto makeany recommendationon the subject, or to guarantee
the cost of the proposed expedition, because it appeared to me that, were I to do so, something like an
understandingwould be established that his firm should have the first offer to construct the railways,
and that, therefore, a very long time might elapse, whilst his agent was making investigations or
surveys, during which the Government might be held bound not to takeany other steps towards the
initiation of a railway system. It was my impression (I told Mr. Brogden) that the Government
were so bent upon proceeding with railway construction, that they would not be prepared to enter into
any arrangements which, from their very nature, would involve tediously protracted references to
England. Besides, I did not see why the Government should be at the cost of the proposed surveys,
since it was distinctly provided by the legislation of last Session that the Government should have
their own Engineer and Surveying Staff. Iadded, that I should be prepared to consider proposals for
an agreement, upon the basis of which somewhat more prompt measures for the construction of
railways in New Zealand might be devised.

Although- negotiations were uninterruptedly continued, it was only after very great difficulties on
both sides, that the agreements were signed.

I hand to you Herewith, the agreements as signed ; together with a letter from Mr. J. Mackrell,
the solicitor who acted for me throughout the negotiations, and who was recommended to me by
Mr. Magniac, M.P.; and also a letter from the gentleman who throughout acted as my counsel—Mr.
Charles Dennistoun Wood, formerlyAttorney-General ofVictoria.

I may with confidence assert that I have, on behalf of the Government, concludedan arrangement
highly favourableto the Colony, but one which should entailupon it the exerciseof great forbearance
and encouragement towards the Contractors, who, I am convinced, would not have concluded the
arrangement, had theynot calculated upon the Government affording to them all reasonable considera-
tion and aid.

The Governmenthave thepower of choosing between the two agreements, and of adopting either
orboth ofthem, and, whichever decision may be come to, it will be absolutelybinding upon the Con-
tractors. In negotiating with Messrs. Brogden, I took care that one of the contracts should be such
as to be completely within the limits of the discretion already intrusted to the Government by the
Assembly ; so that, whilst the commencement of works should be secured, the adoption of the larger
contract should be a matter upon which the opinion of the Assembly could be taken.

It did not escape my consideration that, possibly, the Assembly might prefer to enter into specific
arrangements for the construction of particular railways, but, obviously, it was not in my power to
make any such arrangements. The agreements as signed, however, not only leave to the Government
absolute discretion as to the railways to be constructed ; but, from the very nature of the agreements,
I have pleasure in stating, that should the Government prefer, in lieu of them, or of either of them,
to make with Messrs. Brogden specific arrangements for the construction of particular railways, there
will be found, on the part of those gentlemen, every disposition to consent to such a course. In
reality, therefore,what has been secured for the Colony is—power for the Government to secure the
construction of railways under the provisions of either or both of the agreements,or the holding ofa
position which enables the Government to ask Messrs. Brogden to substitute for the agreements
specific arrangements for the construction of particularrailways.

At New York, I received a telegram from Mr. AlexanderBrogden, M.P., stating that he would
leave England for New Zealandon 23rd August, and asking that the decisionbetween the agreements
should be deferred until after his arrival in the Colony. On receipt of that telegram, I telegraphed to
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Mr. John Morrison, authorizing him to inform Messrs. Brogden that, although I was not able to say-
that the decision would bo delayed, I felt sure that'the desire of the Government would be to show to
the Contractors every consideration consistent with the interests of the Colony. In order that the
Government might not be prejudiced if they delayed their decision, I asked Mr. Morrison to consult
Mr. Mackrell, and to get him to procure from Messrs. Brogden such an undertaking as would, in
the event of the Government consenting to await Mr. A. Brogden's arrival, secure that the rights of
the Government under the agreements should not be in any way prejudiced or jeopardized. On
reaching San Francisco, I received from Mr. Mackrell a telegram stating that Messrs. Brogden had
given such an undertaking as left the Government free to decide at once between the agreements, or
to delay the decision.

I may observe that, compared with the terms offered for the large number of colonial and foreign
railway enterprises that are being floated in the London market, the agreements made with Messrs.
Brogden arevery favourable to the Colony; and I feel sure that, with proper precautions, they will
lead to the construction of railways upon advantageous terms. It may be found desirable to make
some alterationsin the agreements; but I must repeat my conviction, that any wish in that direction
on the part of the Government will be readily responded to by Messrs. Brogden, who to the last
expressed themselves strongly as to the terms being rather harsh towards them, and as to their hope
that the agreements would be so worked out as to put them in as favourable a position as possible for
giving effect to their various provisions.

I have received from the Bank of New Zealand an acknowledgment of the deposit by Messrs.
Brogden and Sons of securities to the value of £25,000, for the due performance of the agreements.

Under the terms of the agreements, Mr. John Henderson, C.E., Messrs. Brogden's representative
or agent, has accompanied me to the Colony; and with him are Mr. C. N. Bell, C.E., and Mr. J. G.
Dees, surveyor.

I have the honor to state that throughout the progress of the negotiations with Messrs. Brogden,
Mr. John Morrison, Agent in London for the Government, rendered me most cordial and zealous
assistance, and that I have writtento him thanking him for the same.

Anticipations last Session, and the Terms of the Contract.
No doubt, very much interest will be manifested in comparing the arrangement now entered into

with Messrs. Brogden, with the anticipations expressed last Session as to the nature of the terms on
which it would be possible to secure the construction of railways in New Zealand. It willbe remem-
bered that those anticipations were largely based upon somewhat unreliable evidence—such, for
example, as newspaperreports, and brief sketches of the nature of certain arrangementsproposed by
other Colonies. lam convinced, by inquiries which I instituted in London, that we formed a some-
what too favourableestimate of the terms upon which we might secure the introduction of a large
amount of capital for constructing railways, under either a system of guaranteesor of land subsidies.
We wereunder the impression, for instance, that a railway was to be constructed in Tasmania upon a
bare guaranteeof 5 per cent. Although, on the surface, this will appear to be the fact, lam led to
believe that there are in the agreement collateral provisions which materially alter its nature. Thus,
as I am told, something like £25,000 for preliminary expenses and what is sometimes called " promotion
money," is to be put down to cost of construction. Further, I am informed that the gentlemen who
are entering into the arrangementat home, have sent out to the Colony insisting on a provision to the
effect that the amount of discount at which they may find it necessary to dispose of shares or other
securities, shall be considered as a portion of the construction money. Ido not mention these things
with any view of reflecting upon the agreement made by Tasmania : Imerely desire thatrNew Zealand
should understand that the assertions so freely inade that the construction of railways could easily be
secured upon a 5 or a o\ per cent, guarantee,maybe very much affected by other provisions contained
in an agreement, the basis of which appears to be simply such a guarantee. Many foreign and
colonial railway enterprises are being brought out in the London market, upon terms which wholly
put in the shade so low a rate ofguaranteeas that just stated. After I left England, I received from
Mr. John Morrison, copy of a prospectus of the Wellington, Grey, and Bruce Railway Company, of
Canada,announcing the intended issue of £71,000 7 per cent, first mortgage bonds, in which it is
stated:—

" Taking into account the dates of the payment of the instalments, and thefact that the full half-
year's interest will be allowed on Ist January, 1872, the price of issue is in effect reduced to 88J. At
this price the bonds yield 8 per cent, to the investor, in addition to the advantage arising from the
redemption fund provided under the agreements with the Great Western Railway Company, by the
application of which the wholeof the bonds will probably be paid off at par withinfourteen years."

Land Grants in Payment.

In respect to the construction of railways for land grants, I have to observe that I am very
doubtful whether we are likely to be able to arrange for the construction of any railway for such
grants only, upon any approach to terms that would be deemed admissible. One of the alternative
agreements with Messrs. Brogden does, as the Government will observe, provide for an arrangement
based on land grants, coupled with a guarantee; only one-fifth of the landto be granted being such as
wouldbe classed as " good " land, the rest being such as it may suit the convenience of the Colony to
part with ; and there being a clear understanding that the two million acres which it was proposed to
give for the Nelson Railway might bo included in the amount. Should it not be desirable to part with
the Nelson land, and with other land of the same character, I do not doubt but that Messrs. Brogden
would consent toreceive a very much smaller quantity of good land. The land-grant element in this
arrangement is no doubt of very much importance, inasmuch as it represents the profit which Messrs.
Brogden hope to make, the cost of the railway being otherwise minimized as much as possible. Had
I proposed thatrailways should be constructed wholly for land grants, I should have had to give, in
some form, a guaranteeas to the value of the land to be parted with. You arc aware that last year
Messrs. Brogden negotiated for the construction of a railway in Nelson Province, which was to be
paid for wholly in land. That land was exclusively of a mineral character, and the arrangement into
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which Messrs. Brogden proposed to enter—but which was not carried out—really amounted to this :
that, except in respect to a short railwayto the coal mine, they were to take three years to examine
into the character of the country, or, in Colonial phrase, to " prospect" it; and that,at the end of three
years, they were to be at liberty to decline to proceed further in the matter, in which event they were
to be compensated for the expense to which they had been put, by being allowed to select 5,000
acres of land free of cost. So that, in reality, what the Nelson Railway agreement would have
effected would have been this i—Messrs. Brogden would have incurred the outlay necessary for
examiningand surveying the country through which the railway was to pass, they having three years
for the purpose ; and in the event of their concluding that it was not worth their while to proceed with
the works, they were to be recouped their expenses by a free grant of 5,000 acres of land. Thus,
although the arrangement might have led to the construction of the railway for land grants only,
it would not have done so unless Messrs. Brogden became satisfied that the land they would receive
was specially valuable on account of minerals; and therefore the agreementwas not of a character to
come within the ordinary meaning of the phrase, " Railway to be constructed under land-grant
system." lam not taking any exception to the proposed arrangement. On the contrary, it was
devised with much care, and wouldin any case have led to the opening of theBrunner mine. No doubt,
railways have been, and are being, constructed under a system of land grants in other parts of the
world ; but in such cases the land subsidies given are enormous, the contractors are unfettered as
to the character of the railways to be constructed, and considerable grants of money are indirectly
obtained.

I am doubtful whether the extent of land available in New Zealand is sufficient to place the
Colony in the position of obtaining the construction of railways for land grants only ; although I do
not doubt that such portions of land as can be spared for the purpose may be employed as useful
adjuncts in obtaining the railways we require.

ENGINEER.
In pursuance of instructions received from the Government, I have, as already reported, engaged

as Engineer, Mr. John Carruthers. The engagement will, I think, be satisfactory to the Colony; but
in the event of its proving otherwise, the cost ofrescinding the engagementwill not be very serious.
Mr. Carruthers was very highly recommended; and I have no doubt that his services will be found
most valuable.

RAILWAY PLANT AND MATERIALS EOR CANTERBURY.—THE WAITAKI BRIDGE.
In obedience to instructions received from New Zealand, I arranged with Mr. Ottywell to procure

and ship certain specified plant and materials for the Canterbury railways, and materials for com-
mencing the bridge overthe Waitaki.

Iwas directed to availmyself of the services of Mr. G. "W. Hemans, C.E., in the preparation of
specifications and approval of tenders, that gentleman having for some time acted in a similar capacity
on behalf of the Canterbury Government. On his urgent recommendation, I approved ofmodifications
in the dimensions of some of the girders of the bridge.

Mr. Hemans had previously charged the Canterbury Government 2£ per cent on theprice of the
materials approved; but I arrangedwith him to reduce his commission, in the present case, to 2 per
cent. He has further agreed thatshould the Colonial Government appoint him to act for the Colony
generally in a "similar capacity, his commission shall be only 1-J per cent.

Mr. Hemans is held to be eminent in his profession; and as I had to name some one to approve of
plant and material to the value of £25,000, which Messrs. Brogden and Sons propose at once to ship
for the Colony, I named Mr. Hemans. He is to make a charge of li per cent, for this service.

It remains for the Government to decide whether or not they will permanently employ Mr.
Hemans, or will select some other engineer. I will only add that, for a gentleman holding such a
position as that which Mr. Hemans holds, the charge of H per cent, is very reasonable.

EMIGRATION.
In the absence of any agreements with the Provincial Governments, I did not feel that I was able

to enter into any specific arrangements for forwarding emigrants from Great Britain, beyond those
which I was empowered to make on behalf of the Canterbury Government, the instructions from the
Colony concerning which I faithfully carried out. I concluded arrangements for shipping emigrants
in the numbers and at the dates specified, andI also arranged that the necessary funds should be
forthcoming.

I left for the consideration of Dr. Featherston applications from several hundred Germans, which
Mr. John Douglas, the late Agent-General for Queensland, kindly enabled me to obtain from the
German Agent, Mr. Kirchner.

A condition of one of the agreements with Messrs. Brogden provides for the introduction to the
Colony of 10,000 immigrants. I should very gladly have seen thatnumber largely increased, convinced
as I am that the keystone of success of the Public Works policy is thecontemporaneous increase of the
population of the Colony. Indeed, so much is this the case, that the Government will do well to con-
sider whether they should not seek a more unfettered discretion in the matter than they at present
possess.

Whilst on the subject of Immigration, I may refer to the arrangement I made with Colonel the
Hon. W. Fielding, before his departure for Queensland, respecting which I have alreadyadvised you ;
and in terms of which, that gentleman, on the wish of the Government being expressed that he
should do so, will visitNew Zealand, with the view of arranging for special settlements, and otherwise
promoting emigration to the Colony, on behalf of the Emigrants and Colonists' Aid Corporation, which
company has entrusted to him the fullest discretion.
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FLAX.
I submitted some flax fibre to Professor .Abel, of theEo3Tal Arsenal, Woolwich, with a view to the

consideration of its adaptibility for the manufacture of explosive compounds, such as gun-cotton; but
the Professor's brief report, which I forward to you, was not of a favourable nature.

In accordance with the request of the Flax Commissioners, I placed myself in communication
with Mr. Christie, of the firm of Messrs. E. Christie and Co., London, with a view to arrangefor the
manufacture of certain fabrics from flax fibre. The letterreceived from Mr. Christie will inform you
of the result of his exertions in the matter.

There seems every reason to believe that the New Zealand fibre might be most profitably used
for rope-making purposes, and probablv in the manufacture of small cordage, of which, as I am
informed, the consumption, particularly in the United States, is enormous. But the generalrecogni-
tion of the value of the fibre has been very much prejudiced, and is likely to be more so, by its
admixture with Manilla hemp, for rope-making; becaxise, owing to their different shrinkage, their
combination, instead ofbeing a source of strength, is one ofweakness.

It seems to me, that whilst we may consider that for rope-making there is an assured use for
the New Zealand fibre, it would be desirable to institute investigations as to other uses to which
the fibre might advantageously bo put. Care should, however, be taken, that such investigations
are not allowed to cast doubt upon, or iu any way to prejudice, the constantly-growing conviction
that the New Zealand fibre is excellentlysuited for rope-making.

Amongst the causes tending to make the flax unpopular, are the great variety of conditions under
which it is sent to market, and, in many cases, the utter worthlessness of shipments on account of
bad preparation. "Were it possible, at the chief New Zealand ports, to appoint skilled examiners,
whose duty it should be to affix a stamp on each bale, indicative of the quality of the fibre, or the
mode of preparation to which it has been subjected, I am convinced that a very great deal wouldbe
done in the direction of facilitating the sale of the flax, and its profitable adaptation for manu-
facturing purposes.

I found it quite impossible to give much personal attention to the question of flax, or to other
questions relating to industries, which were referred to me by the Government, or by Dr. Hector on
behalf of the Flax Commissioners. But my Secretary (Mr. E. Fox) took interest in, and devoted a
great deal of time to, such questions ; and I have much pleasure in calling your attention to his
carefullyprepared and very valuable reports, forwarded from America, upon Sorghum Cultivation, Flax
and Flax Machinery, &c., and (forwarded from England, orwhich will be handed to you without delay)
upon Photozincography, Flax Machinery, the preparation of other fibres, and the prices of various
kinds of machinery.

SUBMAEINE TELEGEAPH.
I instituted inquiries as to the possibility of carrying out the provisions of " The Submarine

Telegraph Act, 1870," and thus connecting New Zealand with Australia by means of a cable. Ifound
that there was no prospect of Her Majesty's Government entertaining any proposition for the con-
struction of a cable; nor, in presence of the not decided opinion as to the permanence of long ocean
lines, any prospect ofprivate capital being forthcoming for the work, unless a guaranteewere given.

It is possible that confidence in such undertakings may soon be so restored as to cause the
monopoly of the lineto be a sufficient inducement to private capitalists to undertake its construction and
maintenance. Should such not be the case, it will bo for the Colony to consider whether other steps
should be taken for the construction of the line, and, if so, whether a guaranteeshould be given, or a
cable be provided by means of borrowed capital. My own opinion is, that a delay of twelve months,
before coming to a decision, will not be disadvantageous to the Colony.

THOMSON'S EOAD ENGINE.
Being aware of the interest felt in the Colony concerning Thomson'sEoad Engine, I procured from

the Crown Agents for the Colonies, copy of a voluminous report made to the War Office by officers
of thatDepartment, after many and careful trials of the engine. From all the inquiries I was able to
make, I conclude that the general opinion is, that Thomson's engine is the germ ofwhat willultimately
prove a most useful mechanical adaptation ; but there are various circumstances—especially the many
and strenuous efforts which arebeing made in the direction of improving road engines—lhe small extent
to which they are as yet used for purposes for which it was supposed they were exceedingly well
adapted—and their admittedfailure in some instances—which lead to the conclusion thatat present
they are not altogethera success ; and that it will be well for the Colony to pause before committing
itself to any considerableexpensein the introduction ofroad engines.

EECIPEOCITY BILL.
I had several interviews with the Secretary of State for the Colonies on the subject of the Eeci-

procity Bill, which, as you will remember, was passed last Session by the Assembly, and reserved for
the signification of Her Majesty's pleasure. The first question to be considered was the old one,
whether a Bill of the kind was not in conflict with the New Zealand Constitution Act, on
account of its conferring powers inconsistent with the treaty obligations of Great Britain.
I represented to Lord Kimberley that a satisfactory answer on this point was to be
found in the fact of Canada having constantly passed measures enabling it, by agreement
with the United States, to impose differential duties. I believe I am at liberty to state that, after
lengthened investigation, the conclusion was arrived at that the Bill was not open to the objection
of being inconsistent with treaty obligations. You are aware that the only restriction imposed by
the New Zealand Constitution Act in reference to a measure such as the Eeciprocity Bill is, that its
provisions shall not be inconsistent with treaty obligations; whilst in the case of the majority, if not
all, of theAustralian Colonies, the Constitution Acts provide specifically that the Colonies shall not
impose differential duties. Technically, therefore, the New ZealandEeciprocity Bill may be considered

3
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to be removed from the scope of the objection based on inconsistency with treaty obligations—in
other words, the Gist clause of the New ZealandConstitution Act does not stand in the way of such a
measure. But obviously it would be idle to give to New Zealand power to enter into reciprocal agree-
ments, if a like power was not possessed by other Colonies with which such agreements were to be
sought. The conclusion, therefore, is likely to be arrived at that to assent to the New Zealand Bill
would logically render it necessary that the Imperial Parliament should be moved so to modify the
ConstitutionActs of the other Colonies as to enable them also to pass Eeciprocity Bills.

This opens the whole question of the policy of such measures ; and very strong arguments have
been used to show that they are antagonistic to the interests of the Empire, inasmuch as their object—
or the purpose to which they might be put—may be to shut out the products of Great Britain r
in fact, that they are directly of a protectionist character. I held it to be my duty to urge that,
without entering into the question of protection, or denying that such measuresmight be used for the
purposes of protection, they might obviously be used only for carrying out arrangements to which the
advocates of free trade would not object. Especially I urged that, in the case of New Zealand, the
Eeeiproeity Bill passed through the Assembly with scarcely any opposition, notwithstanding that it
was shown during the Session that there was a decided majority opposed to protection, or to measures
that might be supposed to savour of protection. I was desirous of putting this very clearly, as also,
that Eeciprocity Bills might merely be employed for thepurpose of establishing amore orless complete
commercial federation —an object to which the Imperial Government has already expressed itself
favourable—because I considered that it would not be fair to the Assembly to allow it to be
assumed that theobject of theEeciprocity Bill was a step in the direction of protection. The Imperial
Government has expressed itself decidedly in favour of the Colonies having a common tariff.
By means of these Eeciprocity Bills, such an object, or an approach to it, could be secured;
and obviously, so far as the Colonies are concerned, it would be better for them to make
any such arrangements by mutual agreement and local legislation, than that they should be made on
behalf of the Colonies by the Imperial Legislature. I believe that, in view of what I have now stated
as to the inutility of the New Zealand Bill unless the other Colonies have powers to pass similar
measures—and seeing that delay as to New Zealand will not be productive of inconvenience in the
absence ofpowers to the other Colonies—the whole matter is likely to be againreferred to the Colony,
for further consideration.

INVESTMENT OF TEUST FUNDS.
I availed myself of the opportunity afforded by being in England, to make inquiries respecting a

measure which has been much spoken of in the Colonies, and which was the subject of intercolonial
communication, namely, the feasibility of proeuring the passing by the Imperial Parliament of a
measure to permit the investment of trust funds in Colonial securities or Colonial lands. There is
constantly a very large surplus of trust funds awaiting investment; and whilst I was in England, a
measure wasbeing passed by Parliament to legalize the investment of trust funds in railway securities.
From the careful inquiries Imade, I came to the conclusion that it was hopeless to expect thatany
similar provision would be extended to Colonial securities, so long as there exists, as there does at
present, grave doubt as to the permanence of the connection between the Colonies and the Mother
Country. Until it is finally understood that the Colonies are to be regarded as indissolubly parts
of the Empire, I doubt the possibility of procuring the passage of a measure such as that to which I
now refer.

FIEE-AEMS.
As I was informed that, through the medium of the Crown Agents, the Cape of Good Hope

Government had lately obtained a supply of fire-arms from England, Imade inquiries on the subject.
I conclude—as far as one unskilled in the matter can form an opinion—that, upon better terms than
the same can be obtained through the War Office, the Crown Agents would be able to supply New
Zealand with very suitable fire-arms. I have brought with me, for inspection by the Government,
samples of a six-chamber revolver and abreech-loading carbine, such as were supplied to the Cape
Government; and I hand to }'ou herewith a memorandum on the subject,which has been forwarded to
me by Mr. Julyan.

I have, &c,
The Hon. W. Fox, &c. Julius Vogel.
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APPENDIX A.

MAIL SEEYICE NEGOTIATIONS IN LONDON.
Memorandum by the Hon. ,T. VoaEL respecting Mail Service via San Francisco.

Soon after Mr. Voxel's arrival in London, lie communicated with the Earl of Kiinberley,
respecting the San Francisco Mail Route. A correspondence (copies of which is attached hereto)
ensued, from which it will be seen that his Lordship congratulated the Colony upon the establishment
of the new service, and recommended to the favourable consideration of the Post Office authorities
Mr. Vogel's request that they would give in aid of it such encouragementand assistance as they could.

In the course of a long interview, Mr. Vogel explained to the Right Hon. AV. Monsel], the
Postmaster-General, the nature of the new service, and asked that he would reconsider the letter of
Mr. Tilley, dated May 19th, 1870, and which was included in the correspondence laid before the
Assembly last Session; that letter containing a virtual refusal of assistance to the service. Recon-
sideration of the matter was requested, cither to the extent that the whole amount ofpostages received
in Great Britain should be handed to the Colony ; or that so much of the amount ofsuch postages as
was not needed to meet actual cash disbursements to the United States Postal Department,for the
carriage of New Zealand mails, should be handed over, and that the English Post Office authorities
should carry the mails free of charge between England and New York. Mr. Monsell did not hold out
much hope of either branch of the request being acceded to, but he agreed to take time to consider
the question. The great objection raised by him was, that the California Service would injure the one
via Suez ; that whatever postal receipts might accrue to the new line, would represent an amount, or
very nearly an amount,which, but for the existence of that line,would have been received by the Suez
Service.

A considerable time having passed, Mr. Vogel again saw Mr. Monsell, who stated thathe had not
been able to come to any conclusion on the subject. He again spoke of not seeing his way to parting
with any portion of the postal receipts without relinquishing to New Zealand moneys which, under
present arrangements, would be obtainable by the Suez Service, and he held out little hope of a result
favourable to the Colony.

As Mr. Vogel's stay in London was drawing near its close, and but little time remained to deal
with the matter, it was necessary that some determinationshould be arrived at, in order that theposition
of the Colony withrespect to the United States Post Office authorities—in case of any remission of
charges by those authorities—might be understood.

After mature consideration, Mr. Vogel concluded that nothing could be done by merely asking
the English Department to give up aportion of the postal receipts ; and that it would be better for the
Colony that, instead of thosereceipts passing into the hands of that Department, the benefit should
pass to the persons who used the new service—in other words, that the rates of postage from Great
Britain to the Colony should be reduced. Mr. Vogeltherefore determined to adopt the extreme course
ofproposing to the Post Office that, if the Department would not consent to relinquish to the Colony
the postal receipts on mails despatchedby the new route, therate of postage from Great Britain to the
Colony should be reduced to Id. per half-ounce. In coming to that conclusion, Mr. Vogel was actuated
by various considerations. A few weeks previously, an animated discussion had taken place in the
House of Commons in favour of a penny-postage rate to America and the Colonies. During that
debate, great stress was laid iipon the increase of business and the strengthening of friendly relations
which would follow such a reduction in the rate of postage. Considering the matter as specially
affecting the new service, Mr. Vogel concluded that nothing would be more likely to beneficially aid in
giving effect to the desire of the Colony to obtain immigrants, than the Colony being in a position to
offer to emigrants the assurance that their friends would be able to write to them at apostal charge of
Id. per letter. Further, the adoption of such a rate would be certain so to establish the new service as
to insure its permanency, and its adoption by other Colonies. Pecuniarily considered, Mr. Vogel
estimated that there would not be a loss, even if there was not aprofit, resulting to the Colony from
his proposal. He felt sure that the Id.rate would considerably increase the correspondence between
Great Britain and the Colony; and that supposing, in response to so large an increase, there was an
increase of only 25 per cent, in the correspondence from the Colony to Great Britain, the additional
receipts from that increase—assuming that the Colony retained the existing rates, which would be
quite an optional course—would give aconsiderable pecuniary return to the Colony. Of course, if the
Colony determined to reduce the rate of postage on its side, direct pecuniary benefit might not be
the result—it would, indeed, be a matter for determination in the Colony, whether the advantages
of a reduced rate would be sufficient to counterbalance the cost; whilst, if the present rate was con-
tinued, the increased receipts arising from increased correspondence on the side of the Colony would,
in all probability, represent a considerableaddition to its postal revenue.

Mr. Vogel had a long conference with the Earl of Kimberley, and also with Mr. Herbert, the
Permanent Under Secretary of the Colonial Department, on the subject; and the Colonial Office,
without delay, communicated with the Postmaster-General. A day or two afterwards, Mr. Vogel saw
Mr. Monsell, who professed himself unable to come to any immediate conclusion upon theproposal
which had been made to him. Thereupon, Mr. Vogel urged Mr. Monsell to make some counter-
proposal. Herepresented that the matter had been longunder consideration—that he was about to
return to New Zealand—that it was very desirable the Colony should know in what position it was
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to be placed in reference to the new service; and he especially urged that an arrangement should be
come to by which the Colony should derive advantage from any remission which the United States
Government might make in thecharges for the New Zealand mails. Mr. Vogel further proposed that,
if Mr. Monsell did not see his way to so large areduction as to a Id. rate, the reduction should be to
3d., ofwhich Id. should be retained by the English Post Office, and 2d. should be credited to the
Colony—the Colony also to enjoy the advantage of any remission made by the United States Govern-
ment, and the mails to be carried to New York free. Mr. Monsell again said he must take timeto
consider the matter.

A week afterwards, Mr. Vogel had another interview, and Mr. Monsell then informed him that
the Post Office authorities, after much consideration, had determined preliminarily —1. In case the
United States Governmentmade any remission of charges, credit for the same should be at once given
to the New Zealand Government; 2. That the authorities were willing, in reference to the service via
San Francisco, established by the 1\ ew Zealand Government, to reopen the question of a fortnightly
service to Australia. Mr. Monsell explained that that question had been considered by the Govern-
ment Post Office authorities a long while previously, and that it had been concluded if there was to be a
fortnightly mail, it should be secured by arranging that tiie service via Suez should be made fortnightly
instead of monthly, but that subsequently that proposal fell through. He was now willing to reopen
the question with a view to making the Californian Service the alternating one with thatvia Suez,
the times being arranged to secure, as nearly as possible, a fortnightly service to Australia and New
Zealand.

Mr. Vogel at once agreed that, supposing the result of the proposed consideration to be favour-
able, nothing could be better for the new service; and he very gladly, therefore, acquiesced in Mr.
Monsell's proposal to reconsider the whole question, but upon the clear understanding that, should
the decision as to a fortnightly service be unfavourable, the other questions which had been raised in
the course of the communications between the Postmaster-General and Mr. Vogel, should stillbe
open to consideration. It should be observed that Mr. Monsell did not give any pledge as to what
would be, or was likely to be, the nature of his decision; but he did give Mr. Vogel to understand
that the whole subject would be loyally considered, without reference to any past objections to the
Americanroute.

Mr. Vogel proposes, at New York, to give to the Agent-General (Dr. Featherston) a copy of this
Memorandum; and to urge upon him to do all he can to induce Mr. Monsell to arrive at afavourable
conclusion, and to enter into arrangementsby which the New Zealand Contract Service shall become
recognized as alternating with that via Suez, in supplying fortnightly mail communication between
Great Britain and the Australasian Colonies. In the case of such arrangements being effected,
provision would of course have to be made by which the cost of the servicewould be harmoniously
distributed. But Mr. Vogel attaches so much importance to the CalifornianService being made the
recognized alternating service with that via Suez, that he would be inclined to recommend, in respect
to pecuniary terms, a disposition to meet the views of the Postmaster-General, presuming that those
views will be, on the whole, not inequitable.

Although it was a source of regret to Mr. Vogel that the matter was not definitelysettled before
ho left Eugland, yet, considering the very large interests involved in the now proposed treatment of
the question, and the probability of a highly satisfactory conclusion being arrived at, he feels that he
has no reason to be otherwise than gratified with the progress of the negotiations.

Julius Vogel.
On board the Cunard s.s. " Algeria," 6th July, 1871.

The Hon. J. Vogel to the Seceetary of State for the Colonies.
My Lokd,— Charing Cross Hotel, London, 3rd April, 1871.

I have the honor to inform your Lordship, that, during a recent visit to the United States of
America, I succeeded, on behalf of the Government of New Zealand, in completing arrangementsfor a
permanent mail service between San Francisco and New Zealand and Australia, to be performed by
large steam-vessels, at a rate of speed which will enable communication between England and New
Zealand to be effected in a little overforty days.

Iventure to hope that this independent andreliable means of communication with the Australasian
Colonies, willbe considered by your Lordship to be of sufficient importance to justifyarecommendation
to the Post Office authorities to afford to the new service such assistance and encouragement as that
Department may be able to render.

I have, &c,
The Eight Hon. the Earl of Kimberley, &c. Julius Vogel.

Mr. H. T. Holland to the Hon. J. Vogel.
Sie,— Downing Street, 20th April, IS7I.

I am directed by the Earl of Kimberley to acquaint you that his Lordship fully appreciates
the enterprise shown by the Government of New Zealand, in establishing an efficient mail service
between SanFrancisco and New Zealand and Australia, and that he has recommended to the favourable
consideration of the Postmaster-General, therequest contained in your letter of the 3rd instant—that
the General Post Office should afford such assistance and encouragement as the Department may be
ableto render to the arrangements which you have completed for this service.

I have, &c,
Julius Vogel, Esq. H. T. Holland.
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The Hon. J. Vogel to the Secretary of State for the Colonies.
My Lord,— . Charing Cross Hotel, London, 3rd June, 1871.

I have not yet been able to effect any arrangement with the Post Office, in respect to the
postalreceipts by the new route to New Zealand and Australia,via San Francisco.

I have an ap2)ointment with the Postmaster-General, for Thursday next, the Bth instant; but,
meanwhile, it has occurred to me that probably the best plan would be for me to make a definite
proposal to your Lordship, in the hope that you will be able to recommend its acceptance by the
Postmaster-General.

To my applications for the allowance to New Zealand of the postages received on account of the
new route, over and above thepayments which have to be made to the American Government, there
has been urged the objection that thatroute is calculated to injure the old one via Suez.

It appears to me that ifI am able to show to your Lordship that, by theproposal I am about to
make, benefits will be conferred upon the Colony or Colonies interested, it could not be held, in
accordance with the principles which guide the management of such services, that new postal con-
veniences should be refused, or the attempt to supply them be discouraged, because ofa fear that the
pecuniary receipts by another service might possibly be lessened. I abstain from dwelling on the
possibility that, by encouraging an increase of correspondence, the existing service may be benefited
rather than injured.

From a debate which took place recently in the House of Commons,I observe that there is great
anxiety on the part of honorable Members for the establishment of a Id. postal rate to the Colonies ;
and it is, in effect, the establishmentof such a rate I am about to propose.

If the Postal authorities will cause our mails to be carried free to New York by the Thursday
steamer—for which the subsidy is not per letter, but by aggregatemails—I willagree, on behalf of the
New Zealand Government, to pay all the charges made by theAmerican Government, and to carry the
mailsfree from San Francisco to New Zealand; and Iwill also agree to the Post Office charging arate
of Id. per half-ounce for the carriage of letters : the receipts from that source, and from the post-
ageson newspapers and book-parcels, to pass in reduction of any amount which may have to be paid
to the American Government; the excess of payment (ifany) made by the Post Office to be refunded
by the Colony.

The Government of New Zealandhave not yet made an arrangementwith the Australian Colonies
to participate in subsidizing the new line. But I have no doubt that in the course of a few months
such an arrangement will be made; and, meanwhile, lam willing that mails should be sent to those
Colonies on the same terms as I have suggested in the case of New Zealand. If it should prove that
the Australian Colonies do not desire to use the new service, an intimation to that effect can be sent to
the Post Office by the Governmentof New Zealand.

In considering this j)roposal, I ask your Lordship to rememberhow vastly beneficialan influence
will follow such a reduction of postage between Great Britain and the Colonies. Not only will the
reduction tend to encourage emigration,but its effect in developing trade and strengthening friendly
relations between the mother country and her Colonies, caii hardly be exaggerated.

I may add, I have reason to think that if the proposal now made be acceded to, the American
Government will remit all the territorial charges upon Colonial mails passing through the United
States.

I have,&c,
The Eight Hon. the Earl ofKimberley, &c. Julius Vogel.

Mr. E. G. "W. Herbert to the Hon. J. Yogel.
Sir,— Downing Street, 6th June, 1871.

I am directed by the Earl of Kimberley to inform you that he referred to the Postmaster-
General your letter of the 3rd instant, suggesting the establishmentof apenny postal rate between the
United Kingdom and New Zealand via San Francisco ; and I am desired to transmitto you, for your
information, a copy of the letter which has been received in reply.

Tou will perceive that the Postmaster-General is desirous of receiving a further explanation of
your views with as little delay as possible.

I have, &c,
Julius Vogel, Esq., &c. Eobebt G. "W. Herbert.

Mr. J. Tillet to Mr. Herbert.
Sir,— General Post Office, 6th June, 1871.

With reference to your letter of the sth instant, enclosing copy of a communication from the
Postmaster-General of New Zealand, now in this country, in which he suggests the establishment of a
penny rate of postage for letters conveyed via San Francisco, between the United Kingdom and New
Zealand, I am directed by the Postmaster-General to request that you will state to the Earl of
Kimberley that the proposal made by Mr. Vogel, as it stands, refers only to letters despatched from
this country to New Zealand. It is not stated at whose expense the mailsfrom New Zealand are to
be conveyed from New Tork to this country, the cost of which is now defrayed by the United States
Post Office, and repaid by this Department.

As this point must be clearly understood before the proposal can be considered, the Postmaster-
General will be glad ifLord Kimberley will request Mr. Vogel to explain his views more specifically.

I have, &c,
E. G. W. Herbert, Esq., &c. John Tillet.
P.S.—Mr. Monsell will be very glad if the further explanation here asked for could be in his

hands before he receives a deputation on this subject which is to waitupon him on Thursday next.
4
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Hon. J. Vogel to Mr. Heebeet.
Sie,— Charing Cross Hotel, 7th June, 1871.

In reply to your letter of yesterday's date, containing copy of a communication from Mr.
Tilley, I have the honor to state that the cost of the carriage from NewYork to this country is part
of the expense to which I refer in the sentence in my letter to Lord Kimberley, " I will agree, on
behalfof the New Zealand Government, to pay all the charges made by the American Government."

I have, &c,
E. G. W. Herbert, Esq. Julius Vogel.

APPENDIX B.

THE LOANS.
The Hon. J. Vogel and Mr. P. G. Jultan, C.8., to the Hon. the Colonial Seceetary.

Sir,— London, 14th April, 1871.
We have the honor to advise you of the proceedings which, as Agents appointed by His

Excellency the Governor of New Zealand, we have taken in respect to the negotiation of the New-
Zealand loans.

2. On the arrival of the Colonial Treasurer (Mr. Vogel) in London, he placed himself in com-
munication with Mr. Julyan, and informed him of the desire of the Government of New Zealand that
he should act as joint Agent with Mr. Vogel in the management of the negotiation of the loans
authorized by the Defence and Other Purposes Loan Act and the Immigration and Public Works Loan
Act. Mr. Julyan promptly signified that he was willing to accept the appointment.

3. We at once proceeded to take into consideration the whole of the subject.
4. The first point we had to decide was, whether it was desirable, whilstaccepting the guarantee

of the Treasury under the terms of the Imperial Act of last year, to ask that there should be some
fresh legislation to make the terms of that Act more conformable to the extended proposals of the New
Zealand Assembly. A further question arose as to whether it was desirable, in case the Act as it
existed could be taken advantage of, to issue the guaranteed and unguaranteed debentures jointly or
separately.

5. After very anxiousreflection, we came to the conclusion that the market was in a sufficiently
favourable conditionfor the negotiation of unguaranteed debentures, to make it unwise to risk the
necessary delay which fresh legislation wouldrequire, even supposing—which was by no means certain
—that such fresh legislation could be obtained.

We further agreed that if the unguaranteed debentures could be negotiated, it wasbetter to leave
the guaranteed debentures as a reserve to fall back upon, whenever further sums of moneywere
required by the Colony. The guaranteed debentures would at any time be saleable, and by leaving
them available for the future, the Government of New Zealand would practically secure a reserve fund
in this country upon which they could at any time draw.

6. It became important, therefore, to ascertain whether the Treasury would consider the separate
issue of unguaranteed debentures inconsistent with the terms of the guarantee. Further, it became
important to ascertain what were the most favourable terms to which the Treasury would consent in
respect to allowing the guaranteedamounts to be cumulative, so that the Colony should not suft'er by
withholding the debentures from sale until it was required to use their proceeds.

7. It was therefore agreed that Mr. Vogel should at once officiallycommunicate with the Colonial
Office and the Treasury, first, for the purpose of obtaining the concurrence of the Treasury to the
issue of unguaranteed debentures without prejudice to the guarantee; second, to arrange for the
guaranteebeing cumulative.

8. Mr. Vogel was engaged in these negotiationsfor a few days, and finally, with very little delay,
he obtained an assurance from the Treasury that no objection would be offered to the issue of the
unguaranteed debentures,and that such issue would not prejudice the guarantee.

9. Immediately on the Secretary of the Treasury verbally intimating to Mr. Vogel the substance
of what has been stated, it was determined to issue the advertisement calling for tenders for the loan,
the terms of which we had previously decided.

We also agreedto arrange with the Crown Agents to call for tenders for the amount required,
upon the same terms as they had issued the loan for the Hon. Mr. Fitzherbert.

10. We should explain that there were several reasons for hastening the transaction. The
approach of the Easter holidays made it a question whether we should issue the loanafter a notice of
Beren days only, or should wait, probably a fortnight or three weeks, until the holidays were over. In
coming to a conclusion upon this point, we had to take into consideration that whenever the difficulties
in France were sufficiently adjusted to make it possible to negotiate a fresh loan on the London
market, a very large amount of speculative capital would be thereby absorbed, to the detriment of the
negotiation ofother loans.

Again, we hadreason to believe that some other Foreign, as well as Colonial, Governments pro-
posed to come into the market as borrowers. In fact, our apprehensions were to some extentspeedily
verified,for no sooner had our advertisement been published than it was followed by one from the
Argentine Republic, inviting subscriptions for £6,000,000, on termß which, yielded to the lenders 7i
per cent.



A.—No. tfMR. VOGEL'S MISSION TO ENGLAND. 15
Appendix B.

The Loans,

Thirdly, there were some reasons to be afraid that if a longer time were given, attempts might be
made to depreciate the value of New Zealand securities, for the purpose of reducing the price at which
the new stock could be bought. On the other hand, we were of course not blind to thefact that, in
inviting tenders for so comparatively large an amount, at a very short notice, we were undertaking
great responsibilitv, especially as some efforts were made, after we had announced the day, to induce
us to postpone it. The certainty, however, that the competition for money on tho London market
would be very great the moment the French difficulties were settled, induced us to remain firm on this
point, and we have every reason to be satisfied that we were so.

11. With respect to the terms of the loan, there were cogent reasons in favour of making them
entirely uniform with those of the consolidated loan, with the consequent probability that the Stock
Exchange would admit themto a uniform quotation.

12. In respect to the amount of the loan, we found that we were authorized to raise £500,000
under the Defence and Other Purposes Loan Act, and £1,000,000 under the Immigration and Public
Works Loan Act, or a total of £1,500,000. Two hundred thousand pounds of guaranteed debentures
there was no doubt would be immediately available; and we had, and have, hopes of being able so to
arrange with the Treasury that, after a year, a further amount of £200,000 will be available.

The Colonial Treasurer was able to say that the amounts which had been fixed in the Colony were
meant as a provision for eighteen months; and assuming that to be the case, and that the second
amount of guaranleed debentures could be obtained in twelve months, wo came to the conclusion that
by borrowing £1,200,000 on the unguaranteed debentures, we should be leaving a margin of £100,000
over the amountwe were authorized to borrow—i. e., that we should be placing the Government in the
position of obtaining £1,600,000 without any further issue of unguaranteed debentures; and that we
should also be able to state (what no doubt materially assisted the negotiation) that it was not
intended for twelve months to issue any further unguaranteed debentures.

13. We wish to be understood that we are by no means certain that the second parcel of
guaranteed debentures can be issued until twelvemonths after the sale of the firstparcel. Inthat case,
the Government might decide to sell thefirst parcel sooner than otherwise would be desirable. But we
have been assured that the Treasury will be inclined to agree—if it be found that the terms of the
Imperial Act can be construed to that effect—that it shall not be necessary to dispose of the first
parcel in order to obtain the guaranteefor the second and subsequent parcels ; provided that evidence
be produced of the annual expenditure, on the objects contemplated by the Imperial Act,of sums equal
to the several instalments.

14. We take this opportunity of stating that it was very gratifying to find, in connectionwith all
the representations made by the Colonial Treasurer to the Treasury and the Colonial Office, no excep-
tion was taken to the loans, to the mode of issue, or to the general policy on which those loans are
based. In fact, all the proposals made werewell received, and such objections as were urged were of a
technical nature.

We fixed the minimum at £95 10s. In doing so, we adopted a price which, whilst it was an
approximation to the net price obtained in the negotiationof the £1,114,000 under the Consolidated
Loan Act, we also had reason to suppose would insure the whole amount being taken up. The result
answered our expectations. The amount applied for under the minimum was £613,700; the amount
at and above the minimum was £1,200,000 ; and the average of the tenders accepted was £95 16s. 9d.

16. Wesubmit that this result is one with which the Colony of New Zealand has every reason to
be satisfied. A few days before the issue of the loan, the Bank of New South Wales invited tenders for
a small loan of £400,000 for the Colony of New South Wales. The grossprice obtainedwas £98 1.65.;
but deductingthe allowancefor accrued interest, and on account of deferred payments, the net price
was really £97 3s. B£d. Id the case of the New Zealand loan, we thought it desirable there
should bo no accrued interest; and the value of allowances for deferred payments amounted to
ss. 10-J-d. per cent.: so that the net price obtained for the New Zealand loan was £95 10s. 10^d., as
will be seenon reference to tho enclosed statement,marked B ; whilst the net price for the New South
Wales loan was £97 3s. B|d., showing a difference of £1 12s. lOd. in favour of New South Wales.
But, if wo deduct the difference of cost for negotiation—which is at least one-half per cent, more in the
case of New South Wales—the result will appear highly satisfactory.

17. When it is considered that ordinarily New South Wales debentures in the market rule from
1 to 2 per cent, higher than New Zealand debentures (at this moment 2 per cent.) ; and further, that
the amount borrowed by the Government of New South Wales was very small, whilst the money asked
for by New Zealand, besides being of a considerable amount, was but the first portion of a new and
large loan—we think it must be admitted that, as compared with the New South Wales negotiation,we
have everyreason to be satisfied with the result in the present case.

18. If we compare this result with that of the last negotiation on behalf of New Zealand, an
analysis of which appears in Statement B already referred to, there is no less reason to be satisfied.

19. It is fair to conclude from these comparisons, coupled with the surrounding circumstances,
that the financial proposals, of which the loans represent part, have met with approval in this country.

20. The amount borrowed represents £450,000 under the Defence and Other Purposes Loan Act,
and £750,000 under the Immigration and Public Works Loan Act.

21. We shall,with the leastpossible delay, cause the short-dated debentures to be retired.
22. We append Schedule showing the number of tenderers, and other particulars which may be

interestingin connection with the recent negotiation.
We have, <&c,

The Hon. the Colonial Secretary, Julius Vogel.
Wellington, New Zealand. Pjsneose G. Jttiyas.
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COMPARATIVE STATEMENT showing the Price realized by the Governments of New South Wales

and New Zealand respectively, for 5 per cent. Debentures disposed of in the London Market
within 10 days of each other.

A small loan like that of New South Wales, all placed on the market at once, is much less
calculated to depress prices than the comparatively large requirements—present and prospective—of
New Zealand, which amount to £5,000,000 sterling.

Julius Vogel.
London, 14thApril, 1871. Peneose G. Jultan.

The Hon. J. Vogel and Mr. P. G Julyan to the Hon. the Colonial Seceetart.
Sib,— Charing Cross Hotel, London, Ist June, 1871.

We are glad to be able to inform you that, after considerable delay, we have succeeded in
making satisfactory arrangements with the Lords Commissioners of Her Majesty's Treasuryrespecting
the issue of the £1,000,000 guaranteed loan.

From the accompanying correspondence it will be seen that the Imperial guaranteewill be at once
given to debenturesfor £200,000, which debentures are to bear date this day; and thata similaramount
will be guaranteed at intervals of not less than twelve months (provided the Imperial Government
be first satisfied that a like amount has been or is in course of being spent for thepurposes mentioned
in the GuaranteeingAct) until the total of £1,000,000 shall have been issued.

The Government will not be obliged to dispose of the debentures immediately on the guarantee
being given ; but they maybe kept and be disposed ofwhenever their proceeds are needed. Thus the
debentures will form an accumulative reserve fund ready for use at any time, but, until the money is
actually required, not involving any charge for interest.

It need scarcely be observed that the guaranteed debentures will always be saleable in any con-
dition of the money market.

We have, <fcc,
Julius Vogel.

The Hon. the Colonial Screteary. P. G. Jultan.

The Hon. J. Vogel and Mr. P. G. Julyan to the Pebjianent Seceetaby to the Tkeasubt.
Sib,— Charing Cross Hotel,London, 19th April, 1871.

We have the honor to acquaint you, for the information of the Lords Commissioners of Her
Majesty's Treasury, that we have been duly appointed by His Excellency the Governor of New
Zealand as Agents, under the 19th section of 33 and 34 Viet., No. SO (passed by the General Assembly
of the Colony during its last Session, and intituled " The Immigration and Public Works Loan Act,
1870,") for the purposeof giving to the Treasury the assurances required by the Imperial Act, 33 and
34 Viet. c. 40, respecting the guaranteeingofa loan of one million pounds sterling, to be raised by the
Colony.

The warrant of our appointment is enclosed, and we have the honor to state that, on behalf of the
Government of the Colony, we accept the guarantee under the conditions prescribed in the Imperial
Act. .

We propose that the Treasury at once guarantee a first instalment of two hundred thousand
pounds, on the understanding that the debentures are to be deposited at the Bank of England, to be
sold from time to time, as the Colonial Government may require. We have to ask that this be agreed
to without prejudice to our obtaining a guarantee for further instalments of two hundred thousand

New South Wales.
£407,100—soldon 28thMarch, 1871.

Net Price
Eealized.

New Zealand.
£1,200,000—soldon 6thApril, 1871.

Net Price
Eealized.

£ s. d. £ s. d.£ s. d. £ s. d. £ s. d.
lold with accrued Interest, from 1st
January, 1871,£5 payableon 28th
March, and balance on 2nd May,
At per 100 ... ... ... 98 16 0

)educt— £ s. d.
Interest on£5 for86 days

at 5 per cent, per an-
num ... ... 0 1 2

Ditto on £93 16s. for
121 days ... ... 1 11 H

Sold with Interest from 16th April,
1871, £5 payable on 8th April;
£45 on 20th April; and £45
16s. 9d. on 30th Hay, 1871. At
per 100 ... ... ... 95 16 9
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Interest on £45 for 4

days at 5 per cent.
per annum ... 0 0 6

Ditto on £45 16s. 9d.
for 44 days ... 0 5 61 12 3£

Net price ... ...
New Zealand net price

97 3 8i
95 10 10£ 0 6 0

£95 10 10|

Difference in favour of New South Wales;J £1 12 10
Less 5 per cent, on £5

paid8 daysin advance 0 0 li
0 5 10JI,

?he retail price of New South Wales debenk
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those of New Zealand. At this moment it is !

I
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r cent, above
2 per cent.
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The net price obtained on the £1,114,000 issuec
Public Debts and Consolidated Loan Acts,
£96 4s. 3Jd., as stated in the Honorable t
Treasurer's letter to the Crown Agents,
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pounds, at intervals of twelve months; the Treasury to be satisfied that amounts representing
previously guaranteed debentures have been expended, or are in course of expenditure, as provided by
the Imperial Act.

It appears to us important that great public works, once begun, should not be interrupted from
any temporary want of funds; and, by adopting the course we now propose, the terms of the Act,
with regard to amount, date, and expenditure, would be complied with; whilst the- Colony, by first
using money raised on its own unguaranteed debentures—for the sale of which the market is now
favourable—would be enabled to hold those guaranteedby theHome Governmentas a reserve fund, to
provide against any possible contingency of the kind, or they might be disposed of hereafter, as
circumstances shall be found to require.

On the other hand, if, by a rigorous interpretation of the Act, it is insisted that the money
expended each year, before afurther guaranteecan be given, must be the actual proceeds of previously
guaranteed debentures, the Colony will be subjected to unnecessary loss of interest.

We have, &c,
Julius Vogel.

The Secretary to the Treasury. P. G. Julyait.

Mr. Wit. Law to the Hon. J. Vogel and Mr. P. G. Jttlyan.
Gentlemen,— Treasury Chambers, 30th May, 1871.

The Lords Commissioners of Her Majesty's Treasury direct me to acknowledge receipt of
your letter of the 19th ultimo, enclosing your warrant of appointment by the Governor of New
Zealand, as Agents for the purpose of raising .and managing the loan authorized by the nineteenth
section of the New Zealand Act, 33 and 34 Viet. cap. 80, and by the Imperial Act, 33 and 34 Viet.
cap. 40, to be raised with the guarantee of this Board for immigration and public works in that
Colony, and stating that, on behalf of the Government of the Colony, you accept the guaranteeunder
the conditions prescribed in the Imperial Act.

Their Lordships direct me, in reply, to state that they are prepared to guarantee the first issue of
bonds to the amount of £200,000 on account of the loan to be raised under the provisions of the Act
33 and 34 Viet. cap. 40, and to guaranteefurther sums of £200,000 each, at intervals of twelve months,
until the whole loan of £1,000,000 has been raised, on satisfactory proof being afforded to this Board
that sums to the extentguaranteed have been or are in the course of being duly expended, for the
purposes specified in the second section of the said Act.

I am, &c,
Messrs. Vogel and Julyan, &c, &c. Wm. Law.

The Hon. J. Vogel and Mr. P. G. Jtjlyan to the Peemanent Seceetaet to the Teeasuby.
Sie,— Charing Cross Hotel, London, Ist June, IS7I.

"We have thehonor to acknowledge the receipt of your letter of the 30th ultimo, in reply to
ours of the 19th April, with reference to the New Zealand guaranteed loan of £1,000,000 sterling.

We will cause debentures for £200,000 of that loan, bearing date Ist June, 1871, to be at once
prepared.

We have,&c,
Julius Vogel.

The Permanent Secretary to the Treasury, &c, &c. P. G. Julyan.

The Ceown Agents to the Hon. J. Yogel and Mr. Julyan.

Offices of the Crown Agents for the Colonies,
Gentlemen,— Spring Gardens, London, S.W., 10th June, 1871.

As customary before printing debenture bonds for a guaranteed loan, the Crown Agents for
the Colonies submitted a form—of which a copy is enclosed—for the approval of the Lords Com-
missioners of Her Majesty's Treasury, and have now the honor to forward for your information copy of
their Lordship's reply.

As pointed out in their letter, it now becomes necessary to furnish the Treasury with the names
oftwo gentlemen to act on behalf of the New Zealand Government—in conjunction with two others to
be appointed by the Imperial Government—as Trustees to the Sinking Fund; and the Crown Agents
would suggest thatyou should comply with the request of theLords Commissioners as early as possible.

I have, &c,
The Hon. Julius Vogel and P. G. Julyan, Esq. W. C. Saegeaunt.

The Tkeastjby to the Ceown Agents.
Gentlemen,— . Treasury Chambers, 9th June, 1871.

I am directedby the Lords Commissioners of Her Majesty's Treasury, to acquaint you that
they see no reason to object to the form of debenture bond enclosed in Mr. Julyan's letter of the 7th
instant, and which it is proposed to use for thefirst issue of £200,000 on account of the New Zealand
loan to be guaranteed under the Act 33 and 34 Viet. cap. 40; and, upon learning the names of the
Trustees of the Sinking Fund of this loan, to be appointed by the Government of New Zealand, in
accordance with the provisions of the Gth clause of the 2nd section of the above-mentionedAct, my
Lords will direct the necessary warrant to be issued, authorizing an officer of this Department to act

5
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on behalf of this Board to giveeffect to the guarantee, and appointing two Trustees for the Sinking
Fund.

I have, &c,
Messrs. Julyan and Sargeaunt, Crown Agents. William Law.

The Hon.. J. Vogel and Mr. Julyan to the Crown Agents.
Gentlemen,— Charing Cross Hotel, London, 14th June, 1871.

In reply to your letterof the 11th inst.,respecting the nominationof two gentlemento act
onbehalf of theNew Zealand Government as Trustees of the Sinking Fund for the one million pounds
guaranteed loan, we have the honor to nominate, as such Trustees, Penrose G. Julyan, Esq., C.8.,
and W. C. Sergeaunt, Esq.; those gentlemen having together acted in like capacity with respect to
other loans raised by the Colony.

We have, &c,
Julius Vogel.

The Crown Agents for the Colonies. P. G. Julyan.

The Hon. J. Vogel to the Crown Agents.

Gentlemen,— Charing Cross Hotel, London, 24th June, 1871.
I have the honor to request that you will deposit in the custody of theBank of England, in

your joint and several names, the two hundred thousand pounds guaranteed debentures which Mr.
Julyan and myselfhave created ; the condition of the deposit to be, that the debentures shall not be
withdrawnfrom the Bank except in virtue ofinstructions sent to you direct by the Colonial Treasurer
of New Zealand or given by the Agent-General of the Colony in London.

I have, &c,
The Crown Agents for the Colonies. Julius Vogel.

The Hon. J. Vogel and Mr. Julyan to the Hon. the Premier.
Sib,— Charing Cross Hotel, London, 2Gth June, 1871.

We have the honor to state that we have created two hundred thousand pounds debentures,
bearing interest at 4 per cent, per annum,

No. Ito 80. 80 of £1,000 ... ... ... ... ... £80,000
No. 1 to IGO. IGO of £500 ... ... ... 80,000
No. Ito 100. 100 of £200 ... ... ... ... ... 20,000
No. 1 to 200. 200 of £100 ... ... ... ... ... 20,000

£200,000
guaranteedby the Imperial Government, and which, under the instructions of Mr. Vogel, are to be
deposited at the Bank of England, until otherwise directed by the Government, or by the Agent-
General, acting on behalf of the Government.

We have, &c,
Julius Vogel.

The Hon. the Premier, New Zealand, P. G. Julyan.

APPENDIX C.

DEFENCE OF THE COLONY.
H.M. Ships Stationed on the Coast of New Zealand.

The Hon. J. Vogel to the Hon. the Premier.
Sir,— Charing Cross Hotel, London, 6th June, 1871.

I have the honor to forward to you copy of correspondence respecting Her Majesty's vessels
stationed on the Coast of New Zealand.

I have had many interviews with the Earl of Kimberley on the subject to which the correspon-
dence refers, and one with Mr. Goschen,First Lord of the Admiralty.
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Tou will observe that there is something in the nature ofa departmentalobjectionraised to giving
the Colony a specific assurance in respect to the number of vessels to be stationed on the coast; but I
do not doubt thatyou will agree with me that the tenor of the correspondence evidences that, despite
the objectionreferred to, the intention is effectually to meet the requirements of the Colony.

I feel that the Government will be gratified by the assurance that it is intended to strengthen the
Bquadron now in the Australian waters ; and also by the passage in the letter to the Secretary to the
Admiralty, in which Lord Kimberley so clearly intimates his desire that Her Majesty's ships should
frequently visit such portions of the coast as will most certainly, wherever there may be inclination to
disaffection, " prevent any impression amongst the Natives that theremoval of the troops implies an
abandonment of the Colony by the Queen."

I have, &c,
The Hon. the Premier, New Zealand. Julius Vogel.

The Hon. J. Vogel to the Seceetaet of State for the Colonies.
Mt Loed,— Charing Cross Hotel, London, Ist May, 1871.

I have the honor to represent to your Lordship, that the Government of New Zealand, when
the troops were removed from the Colony, valued very highly what they understood to be the assurance
that they mightrely on the presence of two of Her Majesty's vessels on the Coast. It was not an
expectation or a desire that they might have to ask assistance from the vessels which caused the
arrangement to be so gratifyingto the Government; but they felt that the sense of security which the
vessels would afford, and the constant evidence which they would supply to the Native mind that the
removal of the troops was not to be regarded as an abandonmentof the Colony by Her Majesty,
wouldbe very valuable.

Prom a Despatch which your Lordship has sent to His Excellency the Governor of New Zealand,
in reply to a Memorandum by my colleague, Mr. Fox, the contents of which have been communicated
to me, I gather that your Lordship, while desiring to assist the Colony, objects to giving any specific
pledge which might be held to limit the exercise of future discretion as to the disposition ofHer
Majesty's vessels. The difficultywhich this objection raises may, I think, be easily surmounted. It
might be understood that such arrangements as your Lordship would be willing to make were liableto
be disturbed and varied, consequent upon unforeseen emergencies. Upon this footing, I respectfully
urge your Lordship to move the Admiralty to direct that two vessels should continue, for the
present, on the New Zealand Coast.

Without wishing to convey the impression that the Government of the Colony anticipate serious
difficulties, I may state that some disturbances may takeplace in connection with the murder of Mr.
Todd, and the continued freedom of To Kooti. Probably they would bo much more localized than has
been the case with previous disturbances; but, in any event, the support which the presence, and
especially the assurance of the presence, of two of Her Majesty's vessels would afford, would be
exceedingly valuable.

I respectfully urge, therefore, that the Colony may be assured of the presence of two of Her
Majesty's ships for (say) two years ; on the understanding that Her Majesty's Government reserve the
right of varying the arrangement, should circumstances induce them to do so.

I take the opportunity ofrespectfully urging that Her Majesty's Government should consider the
question of constituting New Zealand into a separate naval station.

I have, &c,
The Eight Hon. theEarl ofKimberley, &c. Julius Vogel.

Mr. Holland to the Hon. J. Vogel.
Sie,— Downing Street, Bth June, 1871.

"With reference to your letter of the Ist ultimo, respecting the naval assistance to be afforded
by Her Majesty's Government to the Colony of New Zealand, I am directed by the Earl of Kimberley
to transmit to you for your information a copy of a correspondence which has passed upon the subject
■with the Lords Commissioners of the Admiralty.

I have, &c,
Julius Vogel, Esq. H. T. Holland.

Mr. Holland to the Secbetaet to the Admealty.
Sin,— Downing Street, 18thMay, 1871.

I am directed by the Earl ofKimberley to transmit to you, for the consideration, of the Lords
Commissioners of the Admiralty, a copy ofa letter from Mr. Yogel, the Treasurerof New Zealand, on
the subject of the naval assistance to be afforded to the Colony by Her Majesty's Government.

His Lordship desires me to state, that the instructions sent at the request of Lord Granvillewere
not intended to convey an assurance that they might rely qn the presence of any particular number of
Her Majesty's vessels on the New Zealand Coast, and that he is fully aware that it would not be
consistent with the general arrangements of Her Majesty's Naval Service, to give apromise that any
particular number of vessels should always be kept there; but His Lordship attaches weight to the
considerations urged by Mr. Vogel, and regards it as a matter of importance that Her Majesty's
vessels should show themselves frequently in the ports of New Zealand, especially in those parts of the
Colony where disaffection is apprehended, for the purpose indicated by Mr. Vogel, namely, to prevent
any impression amongst the Natives that the removal of the troops implies an abandonment of the
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Colony by the Queen. Lord Kimberley would therefore be glad if the Lords Commissioners of the
Admiralty would give such instructions to the officers commanding HerMajesty's vessels as will insure
their special attention to this service.

I have, &c,
The Secretary to the Admiralty. H. T. Holland.

Mr. "Wolley to Sir F. Eogees, Bart.
Sir,— Admiralty, Ist June, 1871.

"With reference to your letterof the 18th ultimo,respecting theNaval assistance to be afforded
to the Colony of New Zealand, I am commanded by my Lords Commissioners of the Admiralty to
acquaint you, for the information of the Secretary of State for the Colonies, that Commodore Stirling
has been informed that it is intended eventually to reinforce the squadron under his orders by another
vessel; and, in the meantime, he has been directed to make such arrangementsfor meeting the wishes
of the Earl ofKimberley as maybe effected without prejudice to the requirements for visits of Her
Majesty's ships to other parts of the station.

I have, &c,
Sir Frederic Eogers, Bart., &c, &c, Colonial Office. Thomas "Wollet.

Hon. J. Vogel to the Sechetaet of State for the Colonies.
Mt Lokd,— Charing Cross Hotel, London, 12th June, 1871.

I have the honor to acknowledge the receipt of your Lordship's letter of the Bth instant,
enclosing copy of correspondence between the Colonial Office and the Board ofAdmiralty, respecting
Her Majesty's ships on the Coast of New Zealand; and I thank your Lordship for the same.

I have, &c,
The Eight Hon. the Earl of Kimberley, &c. Julius Vogel.

APPENDIX D.

DEFENCE OF THE COLONY.
TOEPEDOES.

Memorandum for the Hon. J. Vogel.
The question of the defence of the principal ports of the Colony against outward attack, in the event
of England being involved in war, has, as you are aware, seriously engaged the attention of the
Government, and has been the subject of communication to the Imperial Government.

Ministers understand that torpedoes form an effective and a comparatively inexpensive protection
of harbours against the attack of vessels, and they wish you, while you are in England, to obtain full
information on this subject. They also wish you, in continuation of the representations already made
by the Colonial Government, to communicate with the Imperial authorities, and ascertain whether
they would be willing to supply the Colony with torpedoes for the protection of its harbours, and if so,
on what terms.

It is not necessary to impress on you the strong claims which the Colony has on the Imperial
Government for its protection in the case of foreign war.

W. GISBORNE,
"Wellington, 2nd February, 1871. Colonial Secretary.

The Hon. J. Vogel to the Secbetaey of State for the Colonies.
MyLord,— Charing Cross Hotel, London, Ist May, 1871.

My Government write to me to represent to your Lordship the defenceless condition of New
Zealand, in the event of any attempt at foreign aggression. They especially wish to know, Whether
it is desirable that torpedoes shouldbe used for defending the harbours ofthe Colony; and, if so, upon
what terms Her Majesty's Government would supply them ?

I am unawarewhether it would be better to send out torpedoes ready made, or to send merely
instructions for making them. It is to be borne in mind, that whilst a few would berequired for the
purpose of familiarizing the proper persons in the different ports with their use, it might be years
before they would be required for actual service, ifeverthey were so required. Nevertheless,it would
be highly desirable that, in the event of their being required, there should be properly-trained persons
ready to use them.

I venture to suggest that the comparative security from aggressive attacks which torpedoes would
afford to the ports of distant Colonies, is of sufficient importance to Imperial interests to make it
desirable that the Colonies should be properly instructed as to their use.

In more than one of the ports of New Zealand there arealready efficient VolunteerNaval Brigade
forces ; and I have no doubt that companies of the same could be raised in all the chiefports.

I respectfully submit that it would be very desirable that the commanders of Her Majesty's ships
on the station—when they are able to do so without inconvenience to the requirements of the service,
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and the Colony paying any expenses incurred—should from time to time furnish an officer or officers,
whose duty it wouldbe to instruct the local forces as to the use of torpedoes. If this were done, there
would always be available on landwhen required a local force ready to co-operatewith Her Majesty's
vessels ; and I have no doubt that a valuable auxiliary force would be the result, without cost to the
Imperial service.

I have, &c.,
The Eight Hon. the Earl of Kimberley, &c. J. Vogel.

Mr. H. T. Holland to the Hon. J. Vogel.
Sir,— Downing Street, 10th May, 1871.

I am directedby the EarlofKimberley to acknowledge your letter of the Ist instant, respect-
ing the supply of torpedoes to the Government of New Zealand, for the defence of the harbours of" the
Colony.

I am desired to state that a copy of your letter has been forwarded to the War Office, with the
information that you had been requested to place yourself in communication with that Department on
the subject of it.

I have, &c,
J. Vogel, Esq. H. T. Holland.

Colonel Jeryois, C.8., to the Hon. J. Vogel.
Sib,— War Office, Pall Mall, May 15th, 1871.

I have been directed by the Secretary of State for War to place myself in communication
with you on the subject of your application to the Secretary' of State for the Colonies for information
relating to defence by torpedoes.

As your object would probably be attained more readily by a personal interview than in any other
manner, I shall be glad if you can make it convenient to call upon me at this office at 2 p.m. on
Wednesday next, the 17th instant.

I have, &c,
JuliusVogel, Esq. Wm. I\ D. Jervois.

The Hon. J. Vogel to the Secretary of State for the Colonies.
Mt Lord,— Charing Cross Hotel, London, 23rd June, 1871.

Adverting to your Lordship's letterof May 10th, in which (replying to my letter of May Ist)
you referred me to the authorities at the War Office, respecting the question of the defenceof the
Colony of New Zealand, I have the honor to inform your Lordship that, at the War Office, I was
placed in communication with Colonel Jervois, C.B. That gentleman has furnished me with a report
upon the defence of theprincipal ports of the Colony, which I feel assured will be most valuable, and
which I propose to submit to the Government of New Zealand as soon as possible.

It would be so inconvenient, now that communication on the subject has been established with
Colonel Jervois, to have it interrupted, that I desire to ask that your Lordship will consent that the
further correspondence with Colonel Jervois may be conducted by my colleague the Defence Minister.

I venture to submit that correspondence upon a subject of this kind, respecting which the
Government of New Zealand may require to ask Colonel Jervois's advice from time to time, can be
much more conveniently conducted direct than through the intervention of the Colonial Office and the
War Office.

I have, &c,
The Eight Hon. the Earl ofKimberley. J. Vogel.

Mr. Holland to the Hon. J. Vogel.
Sir,— Downing Street, 24th June, 1871.

I am directedby the Earl ofKimberley to acknowledge the receipt of your letter of the 23rd
instant, asking that a correspondence which has been commenced with Colonel Jervois,in reference to
the defence of New Zealand, may be continued by the Defence Minister of the Colony direct with
Colonel Jervois.

Lord Kimberley desires mo to inform you, in reply, that all official correspondence must of course
be with the Secretary of State, but that there will be, no objection to the non-official confidential
correspondence between Colonel Jervois and yourselfbeing continued by theDefence Minister.

I have, &c,
The Hon. Julius Vogel. H. T. Holland.

[The maps,reports, and other papers, received from Colonel Jervois, have been handed to the
Defence Minister, who may not consider it desirable to publish them : indeed, some are of a con-
fidential nature.]
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Articles of Agreement entered into this 26th day of June, 1871, between Sir &eoege Ferguson

Bowen, Knight Grand Cross of the Most Distinguished Order of Saint Michael and Saint George,
and Governor and Commander-in-Chief of Her Majesty's Colony of New Zealand and its Depen-
dencies, and Vice-Admiral of the same (hereinafter called "the Governor"), of the one part, and
AlexanderBeogden, M.P., Henry Beogden, and James Brogden, all of No. 4, Queen's Square,
in the City of Westminster, Eailway Contractors (hereinafter called "the Contractors"), of the
other part.

"Whereas by Articles of Agreement purporting to have been entered into on the 21st day of June,
1871, and to be made between the Governor and the Contractors : after reciting as therein is recited,
it is declared that it was thereby mutually covenanted and agreed by the Governor on behalf of him-
self and his successors with the Contractors, their executors,administrators, and assigns, and by the
Contractors, and each of them, for themselves, and himself, and for their respective heirs, executors,
administrators, and assigns, with the Governor, his successors, and assigns, in manner therein
mentioned (inter alia) that was to say : That the Governor would, as therein mentioned, entrust to
the Contractors, and they would make and execute such railways in New Zealand as the Governor
might desire, and provide such plant as he might require for the same, to an extent in cost not
exceeding£4,000,000. That the Governor would cause the necessary surveys, plans, and sections, of
the railways, the making of which was to be entrusted to the Contractors, to be prepared and
deposited ; and the said railway should be made in the order, and course, and generally as the
Governor should direct. That when and so soon as the plans, sections, and specifications should have
been so prepared, the said railway should be divided into sections as therein mentioned, and the
probable cost of making each such section, and the times within which such section should be
made, should be determined in manner therein mentioned. That the Minister, thereinafter defined to
mean the Minister for Public "Works, or other Public Officer at the head of that Department, and the
Contractors should, before the Contractors entered upon the making of the saidrailways, agree upou
a schedule of prices, according to which the Contractors should be paid for any deviations from the
saidplans and sections, or any alterations,diminutions, additions, or substitution of work or materials.
That the Governor should provide all land required for the said railway as and in manner therein
mentioned. That the Minister should be at liberty to direct any deviations, alterations, diminutions,
additions, or substitutions, to be made in, from, or to the said railway, in such manner and upon such
terms and conditions as were therein particularly mentioned. That the Contractors should not make
any deviations from the said plans, sections, and specification, unless authorized as therein mentioned.
That if, by reason of any deviation,alteration, addition, or substitution as aforesaid, the Contractors
should be delayed in completing the said railway, or any section thereof, within the time within which
the same ought to have been completed, the Contractors should be allowed an extended time to
complete the same, proportioned to such delay. That the Contractors would from time to time
deposit with the Colonial Treasurer the probable amount which they would require to expend in New
Zealand during the thennext three calendar months, to be estimated inmanner therein mentioned, which
should from time to time be paid out to them as the works progressed, upon certificates, as therein
mentioned, of the Engineer (the meaning of Engineer being therein defined). That all the railways
should be made in strict accordance with the said plans and specifications, and to the satisfaction in all
respects of the Engineer, and within the time therein mentioned or referred to. That the Contractors
should provide all such plant (which term is therein defined to mean engines, rolling stock, fixed stock,
and machinery for the working ofand carrying on of traffic upon the railways) as and in manner and
upon the terms therein particularly mentioned, and should pay for the same out of their own moneys.
That the Contractors should keep and maintain the railways in thorough efficient working order, and
properly work the same, and run such number of trains, and charge such fares andrates, as are therein
alsoparticularly mentioned. And by the said Articles ofAgreement provision is made that in case the
Contractprs, or either of them, should become bankrupt or insolvent, or make any composition or
arrangementwith their creditors, or should not carry on the said works with due diligence, after notice
as therein mentioned, the Governor might determine the now reciting Agreement as regards the said
railway, or any section or sections thereof, not then completed and open for traffic. And it is by the
said Articles of Agreement further declared that it was agreedthat the Contractors should in all things
abide by, comply with, and conform to all such laws, regulations, and by-laws as were therein men-
tioned or referred to, and would make compensation to all persons who might sustain injury or loss
through the negligence or wrongful act of the Contractors, in making or working any of the said
railways. And further, that the Contractors should not assign or sublet the now reciting Contract
without such approval, and subject to such conditions as were therein mentioned; and after providing
for the furnishing ofproper accounts relating to the said railways by the Contractors to the Governor,
and that the latter might deduct out of any moneys in his hands belonging or payable to the Con-
tractors all sums payable by them to him under the now reciting Articles of Agreement, and after
providing for the settlement of disputes and certain other matters therein mentioned by arbitration, as
and in manner therein particularly mentioned, provision was expressed to be made for the personal
indemnificationof the Governor in respect of the execution orratification by him of the nowreciting
Articles ofAgreement. And whereasby other ArticlesofAgreement, purporting to have been entered
into the 22nd day of June, 1871, and also made between the Governor and the Contractors, after
reciting as therein is recited, it is declared that it was thereby mutually covenanted and agreedby the
Governor, on behalf ofhimself and his successors, with the Contractors, their executors, administrators,
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and assigns, and by the Contractors, and each of them, for themselves and himself, and for their
respective heirs, executors, administrators, and assigns, with the Governor, his successors and assigns,
in manner therein mentioned (inter alia) that was to say : That the Governor would entrust to the
Contractors, and they would make and execute, such railways in New Zealand as the Governor might
desire, and provide such plant as he might require for the same, the total cost whereof should amount
to not less than £500,000, and after providing in terms similar to those expressed and contained in
the lastly recited Articles of Agreement for the following matters, namely—the making of the
necessary surveys, plans, sections, and specifications for such railways, the agreement upon a schedule
of prices previous to the entering upon the making thereof, the providing of land by the Governor for
such railways, the right to direct deviations, alterations, diminutions, additions, or substitutions in,
from, or to any such railways, the not making any deviations from the said plans, sections, and specifi-
cations, the extension of time, the deposit by the Contractors with the Colonial Treasurer of the
probable amountof expenditure during the then next three succeeding calendar months, and the pay-
ment out to them of the same moneys as the works progressed, the making of such railways in strict
accordance to the plans and specifications, and to such satisfaction and within the times therein
mentioned, the providing plant for the same, the keeping and maintaining the railways in thorough
efficient working order, and the properly working of the same, the provision in case of thebankruptcy,
insolvency, or otherwise, of the Contractors, or either of them, and also in case of their not carrying
on the works with due diligence, or making default in properly maintaining the railways and works;
the complying with and conforming to all such laws, regulations, and by-laws as were therein
mentioned or referred to, the making compensation to persons who might sustain injury or loss
through the negligence or wrongful acts of the Contractors in making or working the railways ; and
the prohibition against assigning or subletting the now reciting Articles of Agreement without
approval. And it is in andby the said Articles of Agreement now in recital, further expressed to be
provided and agreed in terms similar to those expressed and contained in the lastly-recited Articles of
Agreement, for the following matters,that is to say, the furnishing properaccounts, theright of the Go-
vernorto deduct, out ofmoneys in his hands, belonging orpayable to the Contractors, all sums payable
by them to him under the nowreciting Agreement, the settlement ofdisputes and other matters by arbi-
tration, and for the personal indemnity of the Governor. And whereas it was in consequence ofcertain
negotiations which had taken place between the HonorableJulius Vogel, the Colonial Treasurer of
New Zealand, acting as on behalf of the Governor and the Contractors, that the said recited Articles
of Agreement were prepared and have been executed by the Contractors. And whereas the Con-
tractors have also, in consequence of the said negotiations, deposited with the Bank of New Zealand,
on behalf of the said JuliusVogel, as such Colonial Treasurer, and acting as on behalf of the Governor,
certain securities for securing the sum of £25,000. And whereas the said Articles ofAgreement have
not, nor has either of them, been as yet executed by the Governor, and the said Julius Vogel had not
nor has authority to enter into an agreement on behalf of the Governor with the Contractors, upon
the terms contained in the said Articles of Agreement, or either of them, or to execute, on behalf of
the Governor, the said Articles, or either of them or these presents, but he has nevertheless agreed,
that in token of his approval, he will execute these presents as on behalf of the Governor. And
whereas he has further agreed that he will procure the Governor to execute one or both of the said
Articles of Agreement within the period of three calendar months hereinafter mentioned, and these
presents as soon as possible after the same shall have arrived in the said Colony. Now, these presents
witness that the Governor, (as far as he lawfully can or may, under or by virtue of any Act or Acts of
the General Assembly of New Zealand, and so far as he may be hereafter empowered by the General
Assembly of the said Colony, but not further or otherwise,) for himself and his successors, all of whom
are hereinafter included in the expression " the Governor " (so far as the agreements hereinafter
contained are to be observed and performed on his and their parts respectively), agree with the
Contractors, their executors,administrators, and assigns. And the Contractors and each of them, for
themselves and himself, and their respective heirs, executors,administrators, and assigns, so far as the
covenants and agreementshereinafter contained are to be observed and performed, on their parts do
and doth hereby covenant and agree with the Governor, his successors and assigns, in manner
following (that is to say) :—

1. The Governor will, within a period of three calendar months from the time when the said
Articles ofAgreement shall have arrived in the said Colony, execute one orboth of them; and until
the expiration of the said period, both of the said Articles of Agreement shall be binding upon the
Contractors as fully as if the Governor had executed both of them; and after the expiration of the
said period, then, as the case may be, both, or if the Governor shall have executed one only of the
said Articles of Agreement, such one only shall be binding upon the Contractors.

2. The part which the Governor shall execute of one or both of the said Articles ofAgreement
as the case maybe, shall be delivered to the Agent (if any) of the Contractors in the said Colony, or
be forwarded to them in England ; and the part thereofexecuted by the Contractors shall be retained
by the Governor.

3. The Contractors will,within one calendar month after the date of these presents, deposit with
the Bank of New Zealand, on behalf of the said Colonial Treasurer, the sum of £25,000 in lieu of the
said securities so deposited as above recited ; and in case of default, the Contractors will, upon request,
execute to the Colonial Treasurer for the timebeing of the said Colony ofNew Zealand, his successors
in office, and assigns, a valid assignment of the securities so deposited as above recited, upon trust
thereout by sale or mortgage of the same, to raise the sum of £25,000.

4. The sum of £25,000, so secured by deposit of securities as above recited, shall continue to be
so secured until the Contractors shall deposit the said sum of £25,000 as aforesaid, or until the same
sum shall be so raised as aforesaid; and the same sum, when so deposited or raised as aforesaid, shall,
at the risk of the Contractors, be invested from time to time in such securities as the Agent-General,
or other officer for the time acting in England on behalf of the Governor and the Contractors, shall
from time to time agree upon.
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5. The Colonial Treasurer for the time being shall, on behalf of the Governor, hold the said sum
of £25,000, and all securities for the same to that extent in value, as a security for the due perform-
ance and fulfilment by the Contractors of the covenants and agreements by and on the part of the
Contractors respectively contained in the said Articles of Agreement, or such one of the same as the
Governor shall have so executed, with reference to the making and completing the railways, and the
providing the plant for the same, as in the same Articles of Agreement respectively mentioned.

6. If the Engineer mentioned in the said Articles of Agreement respectively or such one of them
as shall be executedby the Governor, or the Minister to whom appeal from the Engineer lies, according
to the same articles, shall have given his certificates or certificate that all the railways to which both
or such one ofsuch Articles of Agreement as the case may be relate or relates, have been made and
completed to his satisfaction, and that all the plant for the same has been provided, and deliveredand
placed on the same, then, immediately after the giving of such certificates or certificate, the said sum
of £25,000, and all securities for the same shall, at the expense of the Contractors, be transferred and
delivered to them, or to such person orpersons as they shall direct.

7. If default shall be made by the Contractors in the dueperformance and fulfilment ofall or any
of the covenants and agreements in the said recited Articles of Agreement, or such one of the same as
may be executed by the Governor as aforesaid, as the case may be, respectively contained with
reference to the making and completing of all the railways to which the said Articles of Agreement
shallrelate, and the providing the plant for such railways, then immediately thereupon the said sum
of £25,000, or securities as aforesaid to the extent in value of £25,000, and no more; and all
dividends, interest, and moneys, thenceforth to become due and payable on or in respect of the same,
shall become absolutely forfeited to the Governor for the use of Her Majesty,—but all surplus
securities beyond the value of £25,000 shall be handed over to the Contractors.

8. Until, and unless the said sum or securities shall become forfeited to the Governor, as last
aforesaid, all dividends and interestwhich shall from time to time accrue and become due and payable,
and be actually received by or on behalf of the Governor or the Colonial Treasurerfor the time being,
on or in respect of any such securities as aforesaid shall, from timeto time as and when the same shall
be so received, be paid to the Contractors or to such person or persons as they shall direct.

9. The Governor, by executing these presents orratifying or confirming the same, shall bind only
the Colony of New Zealand, and shall not bo deemed to have bound himself personally, or to have
incurred any personal responsibility or liability whatsoever; and no action or suit, at law or in equity,
or other proceeding whatsoever shall be brought or taken against the Governor in respect of these
presents elsewhere than in the said Colony, nor in the said Colony, unless by some Act or Law of the
said Colony it is now or shall hereafter be provided that actions, suits, or proceedings, in respect of
contracts entered into by the Governor onbehalf of the Colony, may be brought or takenagainst the
Governor as a nominal defendant.

10. The said Julius Vogelshall not, by reason of his having entered into such negotiations as are
hereinbefore referred to, or of his executing these presents, incur, or be taken to have incurred, any
responsibility or liability whatsoever.

11. The aboverecitals shall not be held or construed in any manner, or to any extent to vary or
afFect the said recited Articles ofAgreement.

In witness whereof the Governor hath hereto set his hand and seal of office, the said Julius
Vogel hath hereto set his hand, and the Contractors have hereunto set their hands and
seals the day and year first above written.

No. 1.
Aeticles of Agreement entered into this 21st day of June, 1871, between Sir George Ferguson

Bowen, Knight Grand Cross of the Most DistinguishedOrderof Saint Michael and Saint George,
and Governor and Commander-in-Chief of Her Majesty's Colony of New Zealand and its
Dependencies,and Vice-Admiralof the same, of the one part; and Alexander Brogden,Esquire,
M.P., Hexey Brooded, and James Brogden, all of No. 4, Queen's Square, in the City of
Westminster, Railway Contractors, of the other part.

"Wiiereas by " The Immigration and Public Works Act, 1870," (and subject to the provisions of that
Act) the Governor is empowered (section 12) to construct or cause to be constructed any lines of
railway which shall be prescribed by the General Assembly as railways to be constructed under that
Act, and to acquire the necessary engines, plant, and machinery for working and using the same or
any of them, and (section 13) by Proclamation published in the New Zealand Gazette, to declare and
define the limits and description and line of such railways, and the lands proposed to be taken for the
purpose of the same (subject to the provisions of any Act defining such limits and descriptions), and
(section 15) to contract to pay for such works in money, or by grant of any lands which he may be
authorized by law to contract to grant as compensation for such works, or to agree (on such terms as
lie shall think fit) to let orrent such railway or guarantee to the contractor or his assigns, a certain
amount of profits on the working thereof, or (on such terms as he may think fit) to pay an annual
or other sum as subsidy for the construction or working thereof, or (on such terms as he shall think
fit) to sell or purchase such railway when constructed, and in such case, either with or without
conditions, for the re-purchase thereof, or that any such agreement may include any or all of such
arrangements, or any other arrangement which in the opinion of the Governor shall be calculated to
carry out the object of the Act, and not conflict with the same. And (section 39) the Governor is
empowered to enter into such contracts as may seem proper with any person or persons within or
without the Colony, for the selection of, conveyance to, or settlement in any Province of the Colony, of
such classes of immigrants, and in such numbers as the Superintendent of such Province shall request,
and any such contract may or not (as the Governor shall think fit) form part of any contract for
the construction of anyrailway which the Governor is by that Act authorized to construct, or may
provide for compensating the person with whom the contract may be made, by guaranteeingto such
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person an agreed amount of interest not exceeding 6 per cent, per annum on moneys expendedby
such person on or about such purposes as aforesaid, and guaranteeing repayment of the principal
moneys so expended. And whereas by " The Railways Act, 1870," the Governor is empowered
(section 3) under the provisions of the said firstlyrecited Act, to contract or enter into arrangements
with any personfor the construction of all or any of the railways mentioned in the First Schedule to
the now reciting Act, by guaranteeing to such person, during a period not exceeding thirty-fiveyears,
a minimumrate of interest not exceeding £5 10s. per cent, per annum of the cost ofconstruction, at a
rate per mile not exceeding that in the said First Schedule set oppositeto the nameof eachrailway, and
(section 4) subject to certain conditions such as are incorporated in this contract. And whereas by
" The Immigration and Public Works Loan Act, 1870," the Governor is empowered to borrow and
raise certain money as therein mentioned not exceeding £4,000,000 for all or any of the purposes
mentioned in the Schedule thereto, which Schedule specifies the sum of £2,000,000"for such railways
as shall, from timeto time, be determined by the General Assembly, including the expenses of raising
the part of tho loan, and specifies the sum of £1,000,000 for "Immigration, including expenses as
aforesaid." And whereas, with a view to the exerciseby tho Governor of this power, conferred on him
by the said Acts, and of such further or other powers as maybe conferred upon him by the General
Assembly of New Zealand, he has entered into arrangements with the contractors for their making
railways in, and introducing immigrants into New Zealand, upon the terms and in the mannerhereinafter
set forth. Now thesepresents witness that the Governor (so far as he lawfully can or may under or
by virtue of the said recited Acts or otherwise, and so far as he may be hereafter empowered by the
said General Assembly, but not further or otherwise) for himself and his successors (all of whom are
hereinafter included in the expression " the Governor ") so far as the covenants and agreements
hereinafter contained are to be observed and performed onhis and their parts respectively doth hereby
covenant and agree with the Contractors, their executors, administrators, and assigns (all of whom
are hereinafter included in the expression " the Contractors ") and the Contractors, and each of them
for themselves, and himself, and their respective heirs, executors, administrators and assigns (so far as
the covenants and agreements hereinafter contained are to be observed and performed on their parts)
do and doth hereby covenant and agree with the Governor, his successors and assigns, in manner
following (that is to say) :—

1. In the construction of these presents the following words and expressions have the following
meaning, unless such meaning shall be inconsistent with the context; the expression "Minister"
means the Minister at the head of the Department of Public Works, by whatever title he may be from
time to time designated, or the President of the Board of Works as the case may be ; " Engineer "
means the Engineer whom the Governor shall appoint to be, or whom the Minister shall from time to
time direct the Contractors to treat as the Engineer acting on behalf of the Government, in relation to
anyrailway or to any section thereof to which these presents relate, or to any particular class of
worksupon, or to plant intendedfor any suchrailway, or any sectionthereof, and it shall, if theGovernor
so direct, include also " the Minister," and as to the plant the Agent-General or other Crown Official
in Englandof the Colony of New Zealand. The words " railway " and " railways " include, not only
the railway and permanent way, but all stations, buildings, approaches, and other works shown upon,
or described in the plans and sections, or specifications, as works to be constructed by the Contractors,
and at least a single wire telegraph throughout the whole length, with all properapparatus for working
the same ; and the expressions " make the said railway," or " make a section of tho said railway," or
any similar expression, shall include, not only the making the railway and laying down the permanent
way, but tho building of stations, the making of approaches, and the doing of all works shown
upon, or described in the plans and sections, or specifications, and such telegraph and apparatus as
aforesaid,but not the providing of plant. The expression " plant" means engines, rolling and fixed
stock, and machinery required for using and working the said railways.

2. The Governor will, within eight years from the date of these presents, entrust to the
Contractors the making of railways in New Zealand, and the providing of all plant for suchrailways,
to the extentin total cost of £4,000,000. And the Contractors will to the extent aforesaid, make all
such railways and provide all such plant as the Governor shall require them to make and provide
during the said period of eight years. The Governor may also entrust to any other person or persons,
body or bodies politic, or corporate, the making of any railways or the providing of plant for the same.

3. The Governor will cause the necessary surveys, and plans and sections of the railways, the
making of which shall be so entrusted to the Contractors to be prepared, deposited and proclaimed, and
the Contractors will make and construct each ofsuch railways in the order and course, and upon such
terms and conditions relating to the making and constructing, and the materials for the same (such
terms and condition not being inconsistent with any of the provisions herein contained), and under
and according to such specification or specifications of the works and materials for the same, as the
Governor shall from time to time direct.

4. When and so soon as the plans, sections, and specification or specifications of anyrailway, and
such working plans and sections as shallberequisite to enable the probable cost of Buch railway to be
ascertained, shall have been prepared, the railway shall be divided (as the Governor shall direct) into
lengths of ten miles or as near thereto as conveniently maybe (which lengths are hereinafter referred
to by the expressions " section " or " sections ") and each section shall be distinguished by a separate
number.

5. The probable prime cost to the Contractors of making each section of such railway, and the
time within which each section shall be made and completed, shall with all convenient despatch be
determinedby agreementbetween the Minister and the Contractors, or in case they shall not agree,
by arbitration as hereinafter provided for, and in determining such probable prime cost, allowance shall
be made to the Contractors in respect of loss during construction of interest on the capital, which it
will.be necessary for them to expend in making the railways, not, however, reckoning interest on any
capital to be repaid by payments on account of " the subvention" hereinaftermentioned from the
times when it is estimated that such payment will be made. Such probable prime cost, including
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therein sucli allowance as aforesaid, with a profit for the Contractors of five per cent, upon such
probable prime cost (but not upon such allowance) added thereto is hereinafter referred to as " the-
agreed cost," and " the agreed cost," with such additions thereto or diminutions therefrom as are
hereinafter mentioned, with " the cost of the plant " hereinafter mentioned added to " the agreed cost,"
is hereinafter referred to as "the total cost," and when " the total cost of a railway " is hereinafter
referred to the total cost of all the several sections of such railway is meant.

G. The Minister and the Contractors will, before the Contractors enter upon the making of any
railway agree upon a schedule of prices, according to which the Contractors shall be paid in respect of
or allowed for, as the ease may be, any deviations from the original plans and sections thereof, or any
alteration, diminution, or additions in, from, or to the works thereof, or any substitutions of one kind
for another kind of work or materials.

7. The Governor will provide all the landrequired for any such railway, and will give possession
of the same to the Contractors in due time to enable them to complete each section within the time
fixed for its completion. Any delay iu so providing or giving possession of the landshall notinvalidate
or affect this contract, but shall entitle the Contractors to have the time for completion extended in
proportion to the delay.

8. The Minister shall be at liberty from time to time to authorize or dfrect by writing under 1113
hand any deviations, alterations, diminutions, additions, or substitutions to be made in, from, or to such
railway, and the Contractors will comply with such directions, and the same are not in any manner to
affect this contract, except that an addition to, or a deduction from "the agreed cost" shall be made
according to the said schedule of prices, so far as the same will apply or otherwise, as may be agreed
upon between the Governor and the Contractors, and in case any difference shall arise between the
Governor and the Contractors, as to such addition or deduction, the amount thereof as regards the
value thereof shall be settled by arbitration as hereinafter mentioned, but there shall be no reference
to arbitration as to what are,or are not, such deviations alterations, diminutions, additions, or substi-
tutions as aforesaid, upon which points the decision of the Minister shall be conclusive.

9. The Contractors will not, without such authority or direction as last aforesaid,and then onlyso
far as thereby expressly authorized, deviate from the saidplans and specifications, and if any alteration,
addition, or substitution whatever which shall be so authorized will involve an increased expenditure
upon the said railway exceeding the sum of £500, the Contractors will not act upon such authority
unless and until the consent of the Governor in Council to their doing so shall first be obtained, and
unless such consent shall have been so obtained, no addition shall be made to " the agreedcost" in
respect ofany deviationnot duly authorized. If by reason of any such deviation, alteration, diminu-
tion, addition, or substitution as aforesaid having been directedas aforesaid, the Contractors shall be
delayed in the completion of any section or sections within the time within which the same ought to
have boon completed, the Contractors shall be allowed an extended time to complete the same pro-
portioned to such delay.

10. The Engineer shall, as soon as the Contractors shall have been placed in a position to
commence the malting of any section or sections, and at the end of each calendar month thereafter,
estimate and deliver a certificate in writing to the Colonial Treasurer, and also to the Contractors,
stating the probable amounts of" the agreedcost " whichwill have to be expended in New Zealand in
making so much of such section or sections as in his opinion they ought to make during the then next
three calendarmonths, distinguishing the outlay in respect of each section, if more than one, and the
Contractors will, before they commence to make such section or sections, and thereafter on the giving
of each successive certificate, deposit with the Colonial Treasurer such a sum or sums as with the
unexpendedbalances (ifany) of any sums previously deposited with him in accordance with thisclause,
will be equal to the amounts which the Engineer shall have so certified as aforesaid, and when and so
often as the Contractors shall require any payment to be made to them on account of any such expendi-
ture aa aforesaid the Engineer shall certify in writing the value of the work executed and material
supplied since the date of his lastcertificate (distinguishing the payment to be made in respect of each
section) and thereupon the Colonial Treasurer, out of the sum or sums so depositedwith him as afore-
said, shall pay the Contractors such amounts as the Engineer shall so certify: Provided that if the
Contractors are dissatisfiedwith any such certificate of the Engineer, they may require the question
whether it is sufficient to be, and such question shall thereuponbe referred to the said Minister,and his
decision shall be deemed to be the certificate of the Engineer for the purposes of thisclause : Provided
also, that notwithstanding such reference the amount stated in the certificate shall be paid to the
Contractors as if no suchreference had been made, and be considered as a part paymenton account, in
case the Minister shall decide that the amountstated in the certificateof theEngineer was not sufficient.

11. Notwithstanding the last preceding clause hereof, theEngineer or the Colonial Treasurer may
pay the wages ofany labourers or other persons employed by the Contractors upon any railway which
may be due and unpaid, and any amount so paid may be deducted by the Colonial Treasurer from the
sum or sums so deposited with him as aforesaid, and shall for the purposes of these presents be taken
to be a payment made by the Colonial Treasurer to the Contractors.

12. The sum or sums so deposited with the Colonial Treasurershall not bear any interest.
13. Subject to the other provisions of these presents, the Contractors willmake every section of a

railway in strict accordance with the said plans and sections and specifications, and with such further
instructions and detailedplans and drawings as theEngineer shall give or provide, and subject to such
deviations, alterations, additions, omissions, or substitutions as aforesaid, and to the satisfaction in all
respects of the Engineer, and within the time determined and agreed upon for such completion and
suchrailway, or if the Minister shall so direct any section thereof, shall be opened for public traffic
when and so soon as the Engineer shall certify the due completion of the same and notearlier. If the
Contractors shall be dissatisfied with any decision of theEngineer, or with his withholding a certificate
of his satisfaction or ofdue completion under this clause or under clauses No. 35 or 36, they are to be
entitled to have the matterreferred to the decision of the Minister,and his decision shall be equivalent
to a decision or certificate of the Engineer.
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14. The Contractors will.beresponsible for, and make good any damage which may arise to any
railway or any section thereof, or any plant within twelve calendar months after the same shall have
been completed and opened for public traffic in case such damage shall, in the opinion of the Engineer,
arise from defective construction or materials or improper workmanship ; and no addition shall be made
to " the total cost" on account thereof; but if any such damage (the making good ofwhich would not,
in the opinion of the Engineer, come under the head ofordinary repairs) shall arise within such period
or at any time afterwardsby reason of storms, floods, insufficiencyof design, or war, or disturbancesin
the Colony, the Contractors will make good all such damagewith all convenient despatch to the satis-
faction of the Engineer; and ifafter any such railway or any section thereof, as the case may be, shall
have been opened for traffic the Governor shall at anytime or timesrequire that any further or altered
works shall be executedfor the better working and using of the same for the purposes of public traffic,
or otherwise, the Contractors will execute the same according to plans and specifications to be prepared
or approved by the Engineer, and the amount of the cost which shall be incurred by the Contractors in
making good any such damage as last aforesaid, or in executing such further or altered works, such
amount (to be agreed upon between the Governor and the Contractors, or determined by arbitration)
shall from time to time be added to " the total cost of the said railway," or the " total cost" of any
section thereof, as the case ma}' be, and included in the capital account hereinafter mentioned.

15. The Contractors will provide all such plant as the Governor shall require them to provide for
the working and carrying on of traffic upon any railway or any section thereof which may be about to
be opened for public traffic according to such drawings and specifications as the Governor shall direct
(adopting, so far as he maythink fit, any recommendation of theContractors), and the Contractorswill
cause the same to be placed upon the said railway or section, as the case may be, in allrespects com-
plete and ready for use seven days at leastbefore the time appointed by the Governor for the opening
of such railway or section thereof, aa the ease may be, for public traffic; and in case after such railway
or any section thereof shall have been opened for public traffic, theGovernor shall consider it necessary
OT expedient thatany further or other plant should be provided for suchrailway or section, as the case
may be, the Contractors will find and provide the same with all reasonable despatch after receiving
notice from the Governor requiring the same to be provided, all which further or other plant shall be
in strict accordance with such drawings and specifications as the Governor shall direct (adopting, so
far as he may think fit, any recommendationof the Contractors), and all such plant shall bo in all
respects to the satisfaction of theEngineer.

16. When the drawings and specifications shall have been settled and furnished to the Con-
tractors, they will obtain tenders for the supply of each description of plant from not less than six
respectable and responsible persons, whose names shall have been previously submitted to and approved
by the Engineer, in England, if such number shall be found willing to tender, or, ifnot, then from as
many of them as shall tender, such tenders to be based on the terms of payment in cash, and for
delivery and approval in England ; and when the tenders shall have been received, the Engineer in
England and the Contractors shall, having regard to the said tenders, agree as to the cost to be
incurred in obtainingthe various descriptions of plant respectively, and the amount so agreedupon,
or, in case the Engineer and the Contractors shall not agree, determined by arbitration, with all
charges and expenses ofapproval of plant, and for transport in England, shipment, freight, insurance,
and landing and transport, and erecting and fitting, in the Colony, which the Contractors shall incur,
together with interest thereon at the rate of £5 per cent, per annum, from the dates of payment for
the same by the Contractors until the plant shall be used, and together with £5 per cent, on such
agreed amount, charges, and expenses (but not on the said interest), for or by way of Contractors'
profit, shall be deemedto be " the cost of the plant," and shall be added to " the agreed cost," and form
part of " the totalcost " of the section, as hereinbefore provided, and shall be includedin the capital
account hereinafter mentioned. If it is intended that the plant shall be used in the working of and
carrying on traffic upon more than one section, " the cost of the plant" may, at the option of the
Minister, either be charged against any one section, or a proportionate part of the cost may be charged
against all the sections in the working of and carrying on traffic upon which it is intended that the
plant shall be used.

17. The Contractors shall not be bound to accept any of the tenders so received by them, and in
no case shall theybe allowedany profit upon the plant beyond the said profit of £5 per cent. ; but any
commission, discount, allowance, or proportion of profit which may be paid or allowedby the manu-
facturers of the plant, or any part thereof or otherwise, shall be deducted before the cost of plant shall
be added to the " agreed cost."

18. The Contractors will, out of their own moneys, pay for all manufactured materials and plant
"which it shall be necessary or expedient to obtain in England.

19. Any expense which the Colony may incur in approving the plant or any manufactured
materials in England, shall be repaid by the Contractors to the Governor upon demand; and the same
shall be added to the agreed cost, and form part of the total cost of the section as hereinbefore
provided, and shall be included in the capital account hereinafter mentioned.

20. The Contractors will keep a proper capital account relating to the construction of each
railway to be made by them, and relating to the original cost of plant, to be called " The
Eaihvoy Capital Account," to which the total cost of all moneys expended on capital account shall
from time to time be carried ; and such account shall be so prepared andkept as to distinguish, as far
as practicable, the expenditure inrespect of each section of such railway ; and when and so soon as
such railway or any section or sections thereof shall have been completed and furnished with the
necessary plant, and opened for public traffic, the said capital account shall from time to time be made
up, and a copy thereofshall be transmitted to the Governor, who shall cause the same to be examined,
and if they shall be found to be correct wifl approve of the same, having the right to cause any
corrections or disallowances to be made therein which ho may consider to be necessary or proper, and
such account, when approved, shallbe conclusive as to thetotal cost of eachrailway or section or sections
so opened for public traffic; and thenceforth, and from the opening of such railway or section or
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sections as the case may be, the Contractors will pay the cost of maintaining the same with the plant
in good working condition. But upon any additions, restorations, alterations, or improvements being
madeby agreement between the Governor and the Contractors to, of, or in such railway, section or
sections or plant, the cost whereof shall be properly chargeable to capital account, the cost necessarily
incurred in executing such additions, restorations, alterations, or improvements, shall be addedto and
included in the said capital account, and the said capital account shall from time to timebe made up
and stated afresh as occasion shall require, andbe examined and approved accordingly. Provided that if
in an)r such capital account the Governor shall make a disallowance or disallowances to the extent of
£500, the Contractor may require to have it referred to arbitration whether or not the sameshould to
any, and, if any, what extent prevail: and the account shall be rectified according to the award.

21. The Contractors will keep and maintain such railway, or section or sections thereof, so opened
for public traffic in thorough efficient working order,and will properly work and use the same, and run
thereupon not less than two trains each way daily, unless the Governor otherwise direct, and such
further number of trains as the Governor may from time to time direct, and will not charge in any case
rates for the conveyance of passengers or of cattle, minerals, goods, or any other thing below such
minimum or in excess of such maximum fares and rates as may from time to time be fixed by the
Governor in Council. Provided always that the Contractors may if they think proper require that it
shall be decidedby arbitrationwhether the expense of running any further number of trains is one
which they ought reasonably to be called upon to bear; and in such case it shallbe decided by arbitra-
tion whether the Contractors shall be bound to run any, and, if any, what further number of trains and
on what terms. Provided also that if and whenever the said minimum or maximum fares and rates are
objected to by the Contractors, while the earnings of the railways aresufficient to relieve the Governor
from any payment under the guarantee of interest hereinafter contained, they shall be settled by
arbitration in manner hereinafter mentioned.

22. The Contractors will in such forms and under such heads or divisions as shall be from time to
time prescribed by the Governor, keep accounts of all receipts and payments whatever in respect of
such railway or any section or sections thereof, which may for the time being be opened for public
traffic (except such receipts and payments as properly belong to capital account hereinbefore agreed to
bekept) and such accounts shall be called " The Eevenue Account of the Bailway,"
and shall be made up half-yeai'lyto the 30th day of June and the 31st day of December in every year,
or to such other days in the year as the Governor shall from time to time appoint, and shall be
regularly transmitted to the Governor, who shall cause the same to be examined and if they shall be
found to be correct will approve of the same, having the right at all times to cause any corrections or
disallowances to be made therein which he mayconsider to be necessary or proper, and the Contractors
will produce all such vouchers or other evidence as the Governor shall from time to time require to
verifyevery such account. The account when so made up, examined and approved, shall be conclusive
between the Governor and the Contractors as to the result of the working and carrying on of traffic
on the saidrailway or any section or sections thereof as the case may be during the time stated in such
half-yearlyaccount. Provided that if in any such half-yearlyaccount the Governor shall make a dis-
allowance or disallowances to the extent of £500, the Contractors mayrequire that it shall be referred
to arbitration,whetheror not the same should to any and, if any, what extent prevail, and the account
shall be rectified according to the award.

23. The Contractors will collect all fai'es, rates, and freights for the conveyance of passengers,
cattle, minerals, goods, and other things, and will at such periods, and in such form as they may be
required by the Governor so to do, and in addition to the said capital and revenueaccountsrespectively,
furnish him with a statement in detail of the amount of such fares and freights, and of all other sums
of money received by them in respect of every such railway, or any section or sections thereof so
opened for public traffic, and of the amounts expended by them from time to time, subsequent to the
opening of the same for public traffic, in therepair, and maintenance and otherwise of the saidrailway,
or any section or sections thereof, as the case may be, and in repairing and replacing theplant belong-
ing thereto, and in working expenses, and will at allreasonable times permit every person or persons
appointed by the Governor to inspect their books of account and all vouchers and other documents
relating to such receipts or expenditure, and take copies of the same, and will furnish all suchinforma-
tion in relation to the same as may at any time be reasonably required.

24. The rates of speed to be maintained in running trains shall be (including stoppages) not. less
than ten miles an hour on railways, the agreed cost of making which shall not exceed £3,000 per mile,
and not less than fifteen miles an hour on railways exceeding that cost, and not exceeding £4,000 a
mile, and not less than twenty miles an hour on railways exceedingthat cost, except over any part or
parts thereof respectively, where in the opinion of the Governor the gradients or curves do not justify
so high a rate of speed.

25. The Contractors will provide conveyances for, andconvey upon the railways, the Members of
the General Assembly andProvincial Councils at all times, and all military police and other forces
when proceeding on duty, and all Public Mails in the ordinary trains, at twenty-five per cent, below
the ordinary fares and rates, and in the event of war or civil commotion will, on the requisition of
the Governor, place the whole of the resources of the railways at his disposal at the charges actually
incurred.

26. The Governor, by his officers, shall have power at all reasonable times to enter into and upon
the saidrailway, or any part or parts thereof, to establishand lay down or erect new or enlarge exist-
ing lines of electric telegraph, and erect new or enlarge existing telegraph stations, and to use such
lines and stations without any chhrge, but not so as to obstruct the traffic on the said railway in such
laying down and erecting. .

27. If the Contractors shall do any of the following things, viz.:—
(a) Become bankrupt or insolvent, or make any general composition or arrangementwith

their creditors while any section of arailway which they shall be making shall be incom-
plete :
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(h) Fail to complete (unless delayed by storms, floods, insufficiency of design, war or dis-
turbances in the Colony, or by other causes entitling them to an extension of time for
completing) the railways respectively entrusted to them within the time fixed for their
completion, or within an extendedperiod equal in duration to the period during which
they were so delayed as aforesaid.

(c) Fail, while any of the railways entrusted to them are incomplete, to carry on the works
with due diligence after reasonable notice from the Minister specifying the nature and
extent of the failure imputed to them, and the rate of progress which, in the opinion of
such Engineer, is necessary to enable them to complete the railways within the respective
times fixed for their completion, or within the respective extendedperiod aforesaid, where
they areentitled to such extension.

And if the Engineer and Minister shall certify to the Governor that it is in their judgment expedient
so to do, the Governor may cause notice to be given to the Contractors of his intention to determine
this Contract, as to any section or sectionsof anyrailway as to which it shall not have been performed,
and in that case this Contract shall to that extent cease and determine, subject nevertheless to the
other provisions herein made with respect 1o that event, provided that the Governor shall not in the
event (I) so determine this Contractuntil the expiration of throe calendar months after he shall have
given notice to the Contractors of his intention to do so, nor unless the railwayshall then remain
uncompleted.

28. In case of such determinationof this Contract as aforesaid, the Governor may or may not, as
lie may think fit, take possession of all or' any of the sections referred to in such notice and also
of any completed section or sections of such railway, which he shall consider it desirable to
take possession of and use in connection with any of the sections included in such notice, and
of the plant belonging thereto, and in such case this Contract shall also cease and determine in
respect of any such completed section of the said railway and the plant belonging thereto, and the
Governor shall acespt all plant which at the time of the determination of this Contract shall be in
transitu from the manufacturers thereofin Europe, or in courseof construction by them, in pursuance-
of previous orders, for the section or sections of railway so taken possession of, and the Governor
may also take possession of all the Contractors' working plant, materials, and chattels upon all the
said railways, or section or sections thereof of which the Governor shall takepossession, and there-
upon the Contractorswill deliver to the Governor all plans, sections, drawings, and specifications in
any way relating to such railway section or sections.

29. In case of and upon such determination of this Contract to the extent aforesaid, the section or
sections of such railway then completed and opened for public traffic not takenpossession of by the
Governor as aforesaid, and the plant belonging thereto, shall be deemed to be the only section or
sections of such railway and plant to which the provisions of this Contract with respect to the
guaranteeof interest or profits on the totalcost thereof, and to the grant of land and to the purchase
by the Governor of the Contractors' rights and interest, and to the payment of the subvention, and
to the division of the surplus net receipts beyond what is sufficient to pay a given rate of interest or
profit on the total cost shall apply, and the said provisions shall remain in force with respect to such
section or sectionsof the said railway and the plant belonging thereto.

30. In case of and upon such determinationof this Contract, the Contractors shallbe entitled to
receive from the Governor payment for the said railway or the section or sections thereof so taken
possession of as aforesaid,and for the plant belonging thereto, and for theplant in transitu or in course
of manufacture for the same when delivered(but not for theContractors' workingplant, materials, and
chattels), as hereinafter mentioned, that is to say, in respect of any section or sections of the saidrail-
way, which had been completed, and theplant belonging thereto, such a sum or sums as the Governor
would have had to pay on purchase of the same, under the other provisions of these presents, but
deductingtherefrom any sum or sums paid by the Governor to the Contractors as the subvention in
respect thereof, and inrespect of any section or sections of the said railway not completed, such a sum
or sums as, with the sum or sums paid on account of the subvention in respect thereof, shall be equal
to the sum or sums at any time depositedby the Contractors with the Colonial Treasurer, in respect
thereof, according to the provisions in that behalf hereinbefore contained (so much of the sum or sums
so deposited as shall not have been paid to the Contractors upon the certificate or certificates of the
Engineer becoming the absolute property of the Governor), and in respect of the plant in transitu, or
in course of manufacture, the cost thereof, as fixed under clause No. 16 of these presents, togetherwith
such charges, expenses, and interest as mentioned in the same clause, but without any percentage of
profit added thereto. All sucli payments to be madein New ZealandGovernmentDebentures,payable
at the end of thirty years, with interest thereon, in the meantime, at the rate of £5 per cent, per
annum, from the date of taking possession.

31. Provided that if in the event mentioned in clause No. 27, sub-section (a) the Governor shall
cause such notice to be given as firstly in such clause mentioned, the assignees or trustees of the
Contractors shall have liberty at any time within twelve calendar months after the giving of such
notice to take up and proceed to complete and carry out the works, and to provide the plant in respect
of the section or sections of the said railway includedin such notice, and if within such period such
assignees or trustees shall repay, or cause to bo repaid to the Governor all sum or sums of money
which the Governor shall in his absolute discretion have thought fit in the meantimeto expend, and
shall have expended upon the same, and upon any other section or sections of which he may have
taken possession as hereinbefore authorized, or in providing plant for the same respectively, less the
amount of all such sum or sums of money which the Governor would have paid to the Contractors,
as the subvention in case the Contractors had duly proceeded with the making of the section or
sections included in the said notice, and in providing the plant for the same, and shall either them-
selves enter into or procure some respectable and responsible person or persons (to be approved by
the Governor) to enter into a proper contract with the Governor in substitution (as regards such
section or sections) of these presents, then the Governor will give possession to the person orpersons
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entering into such contract with him of the said railway, or the section or sections thereofof which
he shall so have taken possession, and of theplant belongingtheretorespectively.

32. If and whenever the Contractors shall make default in properly maintaining any railway or
any section thereof when completed (other than such as may have been taken possession of by the
Governor under any provision hereof), or in properly providing the plant for the same, andkeeping
the plant provided in good and sufficient working order and condition, or in properly working and
using the said railway or section, as the case may be, it shall be lawful for the Governor to direct the
necessary repairs to be done, as well to such railway or section as to the said plant, and to supply any
plant which ought to have beenbut shall not have been supplied, and to replace any of the plant that
may be worn out by others of the same or a similar description, and dispose of the old plant, and, at
the*cost of the Contractors, to enter upon, use, and work so much of such railway or section, as the
case may be, and the plant belonging to the same, as the Governor shall,from time to time, think fit
to use and work. And the Contractors will upon demand repay to the Governor all moneys expended
by him in and about any of the matters aforesaid, provided that if by the moneys which shall be
received from such working and using of such railway or section, and from the disposal of all plant, or
by the Contractors, the Governor shall, within six calendar months, have been repaid all moneys
expended by him under this clause, the Contractors shall be reinstated in the possession of the said
railway or section and plant, provided also that the Governor will, until the expiration of such period,
from time to time render to the Contractors accounts of his receipts and payments under this clause.

33. The Contractors will in all things abide by, comply with, and conform to all the laws and
regulationsfor the time being in force in New Zealand, and also all such general regulations and
by-laws for the maintenance of order and securing the safety of the public, as the Governor shall
from time to time frame and establish, and will make compensation and satisfaction to all persons,
who, according to law, may be entitled to compensation or satisfaction,for or in respect of any injury
or loss sustained by them in their person, property, or otherwise, through or in consequence of any
negligence or wrongful act whatsoever on the part of the Contractors, in making the saidrailway, or
any part thereof, or in working orcarrying on traffic thereupon.

34. The Contractors will not assign or sublet this contract or any part thereof without the
approval of the Governor,but with such approval and subject to such conditions as he may impose,
they may assign or sublet the same, or any part thereof, to one or more company or companies in
England or in the said Colony, in which case such company or companies shall enter into a formal
contract or formal contracts with the Governorto secure the due observance andperformance by it or
them of the stipulations herein contained, and in any such contract or contracts provisions shall be
made that the Governor shall have a right from time to time to appoint an ex-officio director upon the
board of directors of each such company in London or elsewhere in England, and also upon theboard
(if any) in the Colony, and that each of such ex-officio directors shallrank as and be one of theboard
of directors of the company, and be 'entitled in all things to act as such, and to exercise at his discretion
a right of veto at all proceedings whatsoever of the board (except proceedings for the purpose of
communicating with the legal advisers of the company) and shall not be removable except by order of
the Governor ; no such director, however, being entitled to any salary from the company; and, also,
the company shall record and keep in proper books for the purpose, full and particular accounts ofall
their transactions and proceedings, so as at all times to exhibit thereby fully and truly the state of
their affairs and proceedings, and also that any person or persons appointed by the Governor in that
behalf, shall,at all reasonable times, have full access to the books, accounts, papers, and documents of
the company (except communications with the legal advisers of the company on matters in difference
between the Governor and the company), and power to make copies of, or extracts from the same ; and
also that as between the Governor and the company or companies respectively, only such charges of
managementshall be allowedout of or against revenue account, as shall from time to time be approved
by the Governor ; and in any such contract or contracts, provision shall be made for such sums for
expensesof direction and management of the company during the construction of a railway, being
added to the total cost, as shall be approved by the Governor. Provided that this clause shall not
prevent the employment by the Contractors of competent sub-contractors in the execution of the
works under them, or in the maintenance of the same.

35. The Governor will grant to the Contractors land situate in such locality or localities as the
Governor shall in his discretion think fit, at the rate of three-quarters of an acre for every pound
sterling of " the total cost " of each and every section completed and open for public traffic as aforesaid,
according to the accounts as made up and approved as aforesaid, up to the time of opening the same
for public traffic, and one-fifth part of the whole quantity of land so to be granted shall be suitable for
settlement, and for settlers to take immediate possession of. Such portions of the land suitable for
settlement as are from time to time required for immigrants, shall be granted as and when required.
The residue of the land in respect of each section of a railway shall be granted on the giving of the
Engineer's certificate of the completion thereof. When a railway shall have been decided upon the
Governor will set apart the land out of which the grants inrespect of the same are to be made. And
if after the Contractors shall have entered upon the making of any section, and before the same shall
be completed the Governor can conveniently do so, he will provide all such land as aforesaid, and
permit the Contractors to occupy, use, and enjoy the same, but no grant of such land, except what is
required for immigrants, shall bo made until the Engineer shall have certified as last aforesaid.

36. The Governor will from the time of the opening of any railway or any section thereoffor
public traffic, and thenceforth half-yearlyuntil the expiration of forty years, to< be computed from the
time of the commencement of each said railway, or until the payment at an earlier period by the
Governor for the right and interest of the Contractors in such railway, or any section or sections
thereof as the case may be, and in the plant belonging thereto, pay to the Contractors such a sum as
with the net receipts from all the said railways or sections thereof constructed under the provisions of
these presents which shall have been opened for public traffic, and shall not then have been purchased
by the Governor, from time to time remaining after defraying all working expenses,maintenance, and,
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other outgoings properly chargeable against revenue in the case of Railway Companies, will be
sufficient to secure to the Contractors interest or a dividend at the rate of £5 ss. per cent, per annum
on the agregate amount of the total cost of all the saidrailways, or any section or sections thereofthen
open for public traffic, as such total cost shall appear from time to time by the said capital accounts
of each of the said railways to bo so made up, and when approved as aforesaid, after deducting from
such total cost all sums paid on account of the subvention in respect of each of the said railways or
sections thereof, as will make each half-yearly payment in England within four calendar months,after
he shall have been furnished with the half-yearly revenue accounts of all the samerailways and shall
have examinedand approved of the same respectively as aforesaid.

37. If and whenever the net receipts as last aforesaid appearing by all the saidhalf-yearlyrevenue
accounts of all the railways, which or a section or sections of which shall have been from time to time
opened for public traffic, and shall not then have been purchased by the Governor, when such accounts
shall have been examined and approved as aforesaid, shall in the aggregatehave amounted to a sum
sufficient to pay for that half-year interest or a dividend at a rate exceeding the rate of £8 per cent,
per annum upon the aggregate amount of the total cost of all the said railways, or any section or
sections thereof, which shall have been opened for public traffic, and from the respective times of their
being opened as such total cost shall appear from time to time by the said capital accountof each of
the saidrailways to be so made up, and when approved as aforesaid, after deducting from such total
cost all sums paid on account of the subvention in respect of each of the said railways or sections
thereof, then and whenever afterwards it shall so happen the amount of the excess shall be paid to the
Governor until he shall have beenrepaid the "whole of the sums paid by him as interest as aforesaid
under clause No. 36 of these presents, exceeding interest at the rate of £5 ss. per cent, per annum,
together with simple interest on such sums at the rate of £5 ss. per cent, per annum, and subject to
the provision last aforesaid, such excess shall from time to time be divided equally between the
Governor and the Contractors.

38. The Governor will make to the Contractors towards the purchase to be madefrom them of
their right and interest in every section made by them, and of the plant belonging to the same, as in
the next succeedingclause mentioned, a payment (in these presents referred to as "the subvention")
equal to one-third part of the amount of " the total cost " of a section, in the proportions and at the
times and in the mannerfollowing, that is to say :—"Whenever any amount shall be paid to the Con-
tractors out of the sum or sums deposited by them with the Colonial Treasurer, as aforesaid, the
Governor will in addition pay to the Contractors on account of the said subvention a sum equal to one-
sixth part of the amount so paid out of the sum or sums so deposited ; and whenever any manufactured
materials to be used in the making of a railway, or any plant shall have been placed or delivered upon
any section for the making of or upon which the same shall be intended to be used, the Engineer shall
certify what to the best of his judgment is the value thereof, and the Governor will pay to the Con-
tractors a sum equal to one-sixth of the value so certified, but the Contractors shall not be entitled to
any such payments on account of " the subvention " in excess of one-half of " the subvention," payable
in respect ofsuch section, until the Engineer shall have certified that such section has been completed
to his satisfaction, and that the plant for the same has been placed thereon. And as soon as the
Engineer shall have so certified, the Governor will pay to the Contractors the balance which may
remain due on account of " the subvention " in respect of the same section.

39. The Governor will at the expiration of forty years from the time when the Contractors com-
menced to make anyrailway, or ho may at any time sooner, if ho think fit, after he shall have given
twelve calendar months' notice of his intention so to do, purchase the right and interest of the
Contractors in such railway or any section or sections thereof, which shall have been completed and
opened for traffic and the plant belonging thereto, and the Contractors will sell the same to the
Governor at aprice to be agreed upon between him and the Contractors, or in case they shall not
agree, to be determinedby arbitration in the manner hereinafter mentioned, namely, the price to be so
paid being the total cost of such railway section or sections as it shall then appear by the said capital
account to be so made up, and when approved as aforesaid, after making a deduction from such total
cost of the amount by which such railway section or sections and the plant belonging thereto, shall
have deteriorated in value through wear and tear or want ofrepair since the samewas or were made or
suppliedrespectively, and after giving the Governor credit for the amount of" the subvention " paid
in respect of such railway or section or sections thereofrespectively, and at the expiration of the said
forty years or on thepayment of the purchase money, as the case may be, the said half-yearlypay-
ments of interest hereinbefore mentioned shall respectively cease ; and the Contractors will give to the
Governor peaceable possession of the said railway or section or sections, and of the plant belonging
thereto, and of all plans, sections, and specifications, books, papers, and documentsrelating to the
same, which it shall be necessary or desirablefor the Governor to have orpossess for use orreference.

40. The Governor will within twelve calendar months after the making of the agreement, or
awardas to theprice to be paid for the right and interest of the Contractors in the said railway or
section or sections thereof, as the case may be, and for the plant belonging thereto, pay the saidprice
to the Contractors in England.

41. If at any time before theexpiration of the said period of forty years or before the Governor
shall have giyen notice of his intention to purchase as aforesaid, the Contractorsshall desire to issue
debentures to the amount of the sum or sums which the Contractors shall be prospectively entitledto
receive in respect of any railway or section, the Governor will upon request from time to time cause
the Contractors to be supplied with a statement showing the amount which the Governor is then
entitled to have creditedto him in reduction of the price to be paid by him for the purchase of such
railway or section and the plant belonging thereto in respect ofpayments on account of the subvention
made by him, but nothing herein contained shall be deemed to amount to a guaranteeby the Governor
of the payment of any sum purporting to be secured by any such debenture.

42. The Contractors will, within ten years from the time when they shall have commenced to
make the saidrailway, land in New Zealand not less than 10,000 European immigrants, to be approved
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of before they shall sail from Europe by such officer or officers as may be from time to time appointed
by the Governor for the purpose, such proportion as the Governor shall from time to time direct to
consist ofmarried men and women with families, such immigrants shall bo landed in not less than the
following proportions:—During the first year, 500; during the second year, 750; during the third
year, 1,000; during the fourth year, 1,000; during the fifth year, 1,000; during the sixth year, 1,000;
during the seventh year, 1,250; during the eighth year, 1,250; during the ninth year, 1,250; and
during the tenth year, 1,000. The Governor wiil pay the Contractors for each immigrant so landed,
and whether or not employed upon an\ of the said railways, the sum of £1 in the month of December
in each year until the expiration of ten years from the time when each such immigrant shall have
landed in New Zealand, so that there shall be ten of such yearly payments in respect of each such
immigrant, unless such immigrant shall have sooner died or ceased to reside in New Zealand. The
Contractors shall, if required, furnish tho Governor with such evidence that such immigrant is alive
and resident in New Zealand, as he may reasonably require.

43. In order to encourage settlement on and improvement of the lands to be granted to the
Contractors as aforesaid, under this arrangement the Governor will guarantee the payment of
mortgagebonds issued in respect of any such lands, with interest at a rate not exceedingfive per cent.
per annum, for a period not exceeding ten years, to an amount not exceeding one-half of the amount
of money expended, to the satisfaction of the Governor or his officers appointed for that purpose,
upon tho lands referred to in the bonds respectively in the making of such improvements therein or
thereupon as may be approved by the Governor or such officers; but the total amount of such
mortgage bonds shall not exceed in the aggregate the sum of £500,000 sterling. The Governor to
.stand in the place of, and have all the remedies of the mortgageein respect of moneys which ho may
pay under the obligation of this guarantee.

41. The Governor may retain or deduct out of any moneys in his hands belonging to the
Contractors, or out of any moneys payable by the Governor to the Contractors, all sum and sums of
money payable to the Governorby the Contractors under or by virtueof these presents.

45. All payments under these presents shall, except where it is otherwise expressed, be made in
New Zealand.

4G. Wherever in these presents, the Governor, Colonial Treasurer, or Minister, or any other
person holding an official situation is referred to, the Governor, Colonial Treasurer,Minister, or person
holding such situation for the time being, shall be understood; and whenever by these presents the
Governor, Colonial Treasurer, or Minister is authorized or empowered to exercise any power, or do
any act whatsoever, the Governor, Colonial Treasurer, or Minister as the case may be, may from time
to time authorize any other person or persons to exercise such power, or to do such act, and any
power or act exercised or done by such person or persons within the scope of such authority, shall
have the same effect as ifexercised or done by the person by whom they shall have been so authorized,
and these presents shall be read as referring to such person or persons.

47. Any notice, request, declaration or direction to be given or made by the Governor, Colonial
Treasurer, Minister or any person acting on behalf or by the direction of them, may be given to the
reputed Agent of the Contractors for the time being in New Zealand, by delivering the same to him,
or leaving the same at his last known place of residence there, or if there be no such Agent, may be
given or made by publishing the same in the New Zealand Gazette,and any notice, request, declaration
or direction so given or made or publishedrespectively shall have the sameeffect to all intents and for all
purposes as if it had been given or made to the Contractors personally on the day when the samewas
so given or made or published respectively.

48. In case the Governor or the Minister, as the case may be, and the Contractors shall not agree
as to the probable prime cost of making the railways respectively, or as to any schedule of prices, or as
to the time or times within which the railways or any of them, or any part thereof are to be made, or
as to the amount to be added to or deducted from " the agreed cost" in respect of any such deviation,
diminution, addition or substitution hereinbefore mentioned, or as to the price to be paid for the pur-
chase of the right and interest of the Contractors in the said railways respectively, or the plant
belongingto the same, or in case any dispute or difference whatsoever shall arisebetween the Governor,
or Minister, or Colonial Treasurer, or the Engineer in England, referred to in clause 1G of these
presents, and the Contractors in the carrying out of these presents, and whether it shall or
shall not have been expressly hereinbefore provided, that in case the parties shall not agree the
matter shall be determined by arbitration; every such matter as to which they shall not agree,
dispute, or difference, shall be settled by arbitration to bo conducted in New Zealand, except
as regards the said clause No. 1G; as to which, any arbitration shall be conducted in England,
and for the purposes of this portion of these presents any matter of disagreement, dispute, or
difference between the Minister, or Colonial Treasurer, or the saidEngineer in England, and the Con-
tractors,shall be deemed a matter of disagreement, dispute, or difference between the Governorand the
Contractors ; and unless the Governor and the Contractors shall unite in the appointment of a single
arbitrator, the Governor and the Contractors shall each appoint an arbitrator, and if either party shall
for thirty days after receiving a request from tho otherparty to appoint an arbitrator, fail so to do or to
give notice of the appointment to tho party from whom ho received such request, then the arbitrator
appointed by the party who shall have made such request may proceed to hear and determine the
matter, dispute, or difference; and in such cases the awardor determination of such single arbitrator
shall be final. If each partjr shall appoint an arbitrator, such two arbitrators shall appoint a third
arbitrator; but if they shall be unable to agree upon the choice of a third arbitrator, then the third
arbitratorshall be appointed by such one of the Governors ofany of the Colonies of Australia or of the
Colony of Tasmania, as the Governor of New Zealand shall request to appoint an arbitrator. The
award or determinationofsuch three arbitrators or of any two of them shall be final and conclusive.
If, before the matter, dispute, or difference shall b,e determined, any arbitrator shall die or become
incapable orrefuse or neglect to act, the party by whom such arbitrator was appointed shall appoint
some other person in his stead; and if he shall for thirty days after receiving a request from the other
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party to appoint an arbitrator fail so to do or to give notice of his appointment to the other party, then
the party who shall have made such request may appoint an arbitrator in the stead of the arbitrator
who shall have so died, become incapable, or refused or neglected to act. If the arbitrator who shall
have so died, become incapable, or refused or neglected to act, shall be the arbitrator who was not
appointed by either of theparties then the -provisions hereinbefore containedas to the appointment of
a third arbitratorshall be applicable, and under them a successor shall be appointed in the steadof the
arbitratorso dying, becoming incapable, or refusing or neglecting to act. Every arbitrator to be so
substituted as aforesaid shall have the same authority as the original arbitrator. If a single arbitrator
shall have been appointed and he shall die, becomeincapable, or refuse or neglect to act, and the parties
shall not be able to unite in the appointment of another single arbitrator, then, in his stead, three
arbitrators shall be appointed in the manner hereinbefore mentioned. Notwithstanding anything
hereinbefore contained, the Engineer in England, in case any matter of disagreement, dispute, or
difference shall arise between him and the Contractors, shall have the same powers as are hereinbefore
conferred upon the Grovernor, as to the appointment of an arbitrator, so far as regards any question
which shall arise uuder the said 16th clause of these presents; and the said Engineer and the Con-
tractors shall have power, from time to time, to determine the manner in which the third arbitrator
shall be appointed, in case the arbitrators appointed by the Engineer and the Contractors, respectively,
shall not agree upon the choice of a third arbitrator. This submission to arbitration may be made a
rule of the Supreme Court of New Zealand, or of any of the Superior Courts of Westminster, as the
case maybe, or require. The costs of and attending the arbitration and award shall be in the discretion
of the arbitrators.

49. The Governor enters into this contract only on behalf of the Colony of New Zealand,and by
executing these presents shall bind only the said Colony, and not himself personally, and shall not be
deemedto have incurred any personal responsibility or liability whatsoever, and no action or suit at
law or in equity or other proceeding whatsoever shall be brought or taken against the Governor in
respect of these presents, or the contract hereby created or purported to bo created elsewhere than in
the said Colony, nor in the said Colony iinless by any Act or Law of the said Colony it is nowor shall
hereafterbe provided that actions, suits, or proceedings, in respect of contracts entered into by tho
G-overnor on behalf of the Colony, may be brought or taken against the Governor as a nominal
defendant.

In witness whereof the Governor hath hereunto set his hand andseal of office, and the Contractors
have hereunto respectively set their hands and seals, the day and year first abovewritten.

No. 2.
Aetici.es op Ageeement entered into this 22nd day of June, 1871, between Sie George Fergtjson-

Bowen", Knight Grand Cross of the Moat Distinguished Orderof Saint Michael and Saint George,
and Governor and Commander-in-Chief of Her Majesty's Colony of New Zealand and its
Dependencies, and Vice-Admiral of the same, of the one part; and Alexandeb Brogden, Esquire.
M.P., Henry Beogdek, and James Brogden, all of No. 4, Queen Square, in the City of
Westminster, Eailway Contractors, of the other part.

"Whereas by " The Immigration and Public Works Act, 1870," (and subject to the provisions of that
Act) the Governor is empowered (section 12) to construct or cause to be constructed any lines of
railway which shall be prescribed by the General Assembly as railways to be constructed under that
Act, and to acquire the necessary engines, plant, and machinery for working and using the same orany
ofthem, and (section 13) by Proclamation published in the New Zealand Gazette,to declare and define
the limits and description and line of such railways, and the lands proposed to be takenfor the purpose
of the same (subject to the provisions ofany Act defining such limitsand descriptions),and (section 15)
to contract to pay for such works in money, or to agree on such terms as he shall think fit to let or
rent such railway, or guarantee to the contractor or his assigns a certain amount of profits on the
working thereof,or, on such terms as he shall think fit, to sell or purchase such railwaywhenconstructed,
and in such case, eitherwith or without conditions for the re-purchase thereof, or any such agreement
may include any or all of such arrangements, or any other arrangement which in the opinion
of the G-overnor are calculated to carry out the object of the Act, and not conflict with the
same: And whereas by "The Railways Act, 1870," the Governor is empowered (section 3) under
the provisions of the said firstly-recitedAct, to contract or enter into arrangements with any person for
the construction of all or any of tho railways mentioned in the First Schedule to the now reciting Act,
by guaranteeing to such person, during a period not exceedingthirty-fiveyears, a minimum rate of
interest not exceeding £5 10s. per cent, per annum of the cost of construction, at a rate per mile not
exceeding that in the said First Schedule set opposite to the name of each railway, and (section 4)
subject to conditionsincorporated in this Contract. And whereasby " The Immigration andPublic Works
Loan Act, 1870," the Governor is empowered to borrow andraise certainmoney as therein mentioned
not exceeding £4,000,000 for all or any of the purposes mentioned in the Schedule thereto, which
Schedule specifies the sum of £2,000,000 for such railwaj^s as shall from time to time be determined bv
the General Assembly, including the expenses of raising the part of the loan, and specifies the sum of
£1,000.000 for "immigration including expenses as aforesaid." And whereas, with a view to the
exercise by the Governor of the powers conferred on him by tho said Acts, he has entered into arrange-
ments with the Contractors for their making railways in New Zealand, upon the terms and in the
manner hereinafter set forth. Now these presents witness that the Governor (so far as he lawfully
can or may, under orby virtue of the said recited Acts or otherwise, but not further or otherwise), for
himselfand his successors, all of whom are hereinafter included in the expression " the Governor," (so
far as the covenants and agreements hereinafter contained are to be observed and performed on his or
theirparts respectively), doth hereby covenant and agree with the contractors, their executors, adminis-
trators, and assigns, all of whom are hereinafter included in the expression " the Contractors," and the
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Contractors, and each of them, for themselves and himself, and their respective heirs, executors,
administrators, and assigns (so far as the covenants and agreementshereinafter contained are to be
observed andperformed on theirparts), do and doth hereby covenant and agree with the Governor, his
successors and assigns, in mannerfollowing (that is to say) :—

1. In the construction of these presents the following words and expressions have the following
meaning, unless such meaning shall be inconsistent with the context:—The expression " Minister"
means the Minister at the head of the Department of Public Works, by whatever title he may be from
time to time designated, or the President of the Board of Works as the case may be ; " Engineer"
means the Engineer whom the Governor shall appoint to be, or whom theMinister shall from time to
time direct the Contractors to treat as the Engineer acting on behalf of the Government, in relation to
anyrailway, or to any section thereof to which these presents relate, or to any particular class of works
upon, or to plant intended for any such railway or any section thereof, and it shall if the
Governor so direct include also " the Minister " and as to the plant, the Agent-General or other
Crown Official in England of the Colony of New Zealand; the words "railway " and " railways "
include not only the railway and permanent way, but all stations, buildings, approaches, and other
works shown upon or described in the plans and sections, or specifications, as works to be constructed
by the Contractors, and at least a single wire telegraph throughout the whole length, with all proper
apparatus for working the same ; and the expressions " make the said railway" or " make a section of
the said railway," or any similar expression, shall include not only the making the railway, and laying
downthe permanent way, but the building of stations, the making of approaches, and the doing of all
works shown upon, or described in the plans and sections or specifications, and such telegraph and
apparatus as aforesaid, but not the providing of plant; the expression " plant " means engines, rolling
and fixed stock and machinery required for using and working the said railways.

2. The Governor will, with all convenient despatch, entrust to the Contractors the making of
railways in New Zealand and the providing of all plant for such railways to the extent in total cost of
£500,000. And the Contractors will, to the extent aforesaid, make all such railways, and provide all
such plant as the Governor shall require them to make and provide. The Governor may also entrust
to any other person or persons,body or bodies, politic or corporate, the making of anyrailways or the
providing of plant for the same.

3. The Governor will cause the necessary surveys and plans and sections of the railways, the
making of which shall be so entrusted to the Contractors, to be prepared, deposited, and proclaimed,
and the Contractors will make and construct each of such railways in the order and course and upon
such terms and conditions relating to the making and constructing and the materialsfor the same
(such terms and conditions not being inconsistent with any of the provisions herein contained) and
under and according to such specification or specifications of the works and materials for the same as
the Governor shall from time to time direct.

4. When and so soon as the plans, sections, and specification or specifications of any railway and
such working plans and sections as shall be requisite to enable the probable cost of such railway to be
ascertained shall have been prepared, the railway shall be divided (as the Governor shall direct) into
lengths of ten miles or as nearthereto as conveniently may be (which lengths arehereinafterreferred
to by the expressions " section" or " sections "), and each section shallbe distinguishedby a separate
number.

5. The probable prime cost to the Contractors of makingeach section of the saidrailway, and the
time within which each section shall be made and completed shall with all convenient despatch be
determined by agreement between the Minister and the Contractors, or in case they shall not agree, by
arbitration as hereinafter provided for, and in estimating such probable prime cost no allowance shall
be made to the Contractors in respect of loss during construction of interest on the capital which it
will be necessary for them to expend in making the railways and providing the plant for the same,
inasmuch as interest is to be paid thereon by the Governor as hereinaftermentioned. Such probable
prime cost, with a profit of 5 per cent, for the Contractors added thereto, is hereinafter referred to as
" the agreed cost," and " the agreed cost," with such additions thereto or diminution therefrom a8
hereinafter mentioned, with the " costs of the plant" hereinafter mentioned added thereto, is herein-
after referred to as " the total cost," and when " the total cost of a railway " is hereinafter referred to
the total cost of all the several sections of such railway is meant.

G. The Minister and the Contractors will, before the Contractors enter upon the making of any
railway, agree upon a schedule of prices according to which the Contractors shall be paid in respect of
or allow for as the case may be any deviations from the original plans and sections thereof, or any
alteration,diminution, or additions in, from, or to the works thereof, or any substitutions of one kind
for another kind of work or materials.

7. The Governor will provide all the landrequired for any such railway and will give possession
of the same to the Contractors in due time to enable them to complete each section within the time
fixed for its completion. Any delay in so providing or giving possession of the landshall notinvalidate
-or affect this contract, but shall entitle the Contractors to have the time for completion extended in
proportion to the delay.

8. The Minister shall be at liberty from time to time to authorize or direct by writing under his
hand any deviations, alterations, diminutions, additions, or substitutionsto be made in, from, or to
such railway, and the Contractors will comply with such directions, and the same are not in any
mannerto affect this contract except that an addition to or a deduction from the " agreed cost " shall
be made according to the said schedule of prices so far as the same will apply or otherwise as may be
agreedupon between the Governorand the Contractors, and in case any difference shall arise between
the Governor and the Contractors as to such addition or deduction the amount thereofas regards the
value thereofshall be settled by arbitrationas hereinaftermentioned,but there shall be no reference to
arbitration as to what are or are not such deviations, alterations, diminutions, additions, or substi-
tutions as aforesaid, upon which points the decision of the Minister shall be conclusive.

9. The Contractors will not without such authority or direction as last aforesaid, and then only so
far as thereby expressly authorized, deviatefrom the said plans and specifications, and if any alteration
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whatever which shall be so authorized will involve an increased expenditure upon the said railway-
exceeding the sum of £500, the contractors will not act upon such authority unless and until the
consent of the Governor in Council to their doing so shall first be obtained, and unless such consent
shall have been so obtained no addition shall be made to " the agreed cost." If by reason of any such
deviation, alteration, diminution, addition, or substitution as aforesaid having been directed as afore-
said the contractors shall be delayed in the completion of any section or sections within the time
within which the same ought to have been completed, the contractors shall be allowed an extendedtime
to complete the sameproportioned to such delay.

10. The Engineer shall, as soon as the Contractors shall have been placed inaposition to commence
the making of any section or sections, and at the end of each calendar month thereafter, estimate and
deliver acertificate in writing to the Colonial Treasurer, and also to the Contractors, stating the
probable amounts of " the agreed cost" which will have to be expended in Xew Zealand in making so
much of such section or sections as in his opinion they ought to make during the then next three
calendar months, distinguishing the outlay in respect of each section, if more than one, and the
Contractors will, before they commence to ma"ke such section or sections, and thereafter on the giving
of each successive certificate, deposit with the Colonial Treasurer such a sum or sums as, with the
unexpended balances (if any) of any sums previously deposited with him in accordancewith thisclause,
will be equal to the amounts which the Engineer shall have so certified as aforesaid, and when and so
often as the Contractors shall require any payment to be made to them on account of any such
expenditure as aforesaid, the Engineer shall certify in writing the value of the work executed and
material supplied since the date of his last certificate (distinguishing the payment to be made in
respect ofeach section), and thereupon the Colonial Treasurer, out of the sum or sums so deposited
with him as aforesaid, shall pay the Contractors such amounts as the Engineer shall so certify:
Provided that if the Contractors are dissatisfiedwith any such certificate of the Engineer, they may
require the question whether it is sufficient to be, and such question shall thereupon be referred to the
said Minister, and his decision shall be deemed to be the certificate of the Engineer for the purposes of
this clause: Provided also that, notwithstanding such reference, the amount stated in the certificate
shall be paid to the Contractors as if no such reference had been made, and be considered as a part
payment on account, in case the Minister shall decide that the amount stated in the certificate of the
Engineer was not sufficient.

11. Notwithstanding the last preceding clause hereof the Engineer or the Colonial Treasurer may
pay the wages of any labourers or other persons employed by the Contractors upon any railway which
may be duo and unpaid, and any amount so paid may be deductedby the Colonial Treasurer from the
sum or sums so deposited with him as aforesaid, and shall, for the purposes of these presents, be taken
to be a payment made by the Colonial Treasurer to the Contractors.

12. The sum or sums so deposited with the Colonial Treasurer, and all moneys expended by the
Contractors in England for manufactured materials or plant as hereinafter mentioned, shall bear
interest at the rate of5J- per cent, per annum from the time or times when the same shall have been
so deposited, or from the date of such expenditure as the case may bo until the completion and
opening for public traffic of the said railway, or the section thereof to which the same relate
respectively, and such interest shall be paid to the Contractors half-yearly, on the last days of the
months of June and December in every year.

13. Subject to the other provisions of these presents the Contractors will make every section of a
railway in strict accordancewith the said plans, and sections, and specifications, and with such further
instructions and detailed plans and drawings as the Engineer shall give or provide, and subject to such
deviations, alterations, additions, omissions, or substitutions as aforesaid,and to the satisfaction in all
respects of the Engineer, and within the time determined and agreed upon for such completion, and
such railway, or if the Minister shall so direct any section thereof, shall be opened for public traffic
when and as soon as the Engineer shall certify the due completion of the same, and not earlier. If
the Contractors shall be dissatisfied with any decision of the Engineer, or his withholding a certificate
of his satisfaction on such completion under this clause, they are to be entitled to have the matter
referred to the decision of the Minister, and his decision shall be equivalent to a decision or certificate
of the Engineer.

11. The Contractors will be responsible for and make good any damage which may arise to any
railway or any section thereof, or any plant within twelve calendar months after the same shall have
been completed and opened for public traffic, in case such damage shall, in the opinion of the Engineer,
arise from defective construction, or materials, or improper workmanship, and no addition shall be
made to " the total cost " on account thereof; but ifany such damage (the making good of which would
not, in the opinion of the Engineer, come under the head of ordinary repairs), shall arise within such
period or at any time afterwards by reason of storms, floods, insufficiency of design, or war, or dis-
turbances in the Colony, the Contractors will make good all such damage with all convenient despatch
to the satisfaction of theEngineer, and if, after any such railway or any section thereof, as the case
may be, shall have been opened for traffic, the Governor shall at any time or timesrequire that any
further or altered works shall be executed for the better working and using the same for the purposes
of public traffic or otherwise, the Contractors will execute the same according to plans and specifica-
tions to be prepared or approvedby the Engineer, and the amountof the cost which shall be incurred
bv the Contractors in making good any such damage as last aforesaid, or in executing such further or
altered works, such amount (to be agreed upon between the Governor and the Contractors, or
determinedby arbitration),shall from time to time be added to " the total cost of the saidrailway," or
the "total cost" of any section thereof as the case may be, and included in the capital account herein-
after mentioned.

15. The Contractors will provide all such plant as the Governor shall require them to provide for
the working and carrying on of traffic upon any railway or any section thereof which may be about to
be opened for public traffic, according to such drawings and specifications as the Governor shall direct,
adopting so far as he may think fit any recommendation of the Contractors, and the Contractors will
cause the same to be placed upon the said railway or section or as the case may be, in all respects
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complete and ready for use seven days at least before the time appointed by the Governor for the
opening of such railway, or section thereof, as the case may be, for public traffic; and, in case after
such railway or any section thereof shall have been opened for public traffic, the Governor shall
consider it necessary orexpedient that any further or other plant should be provided for such railway
or section, as the case may be, the Contractors will find and provide the same with all reasonable
despatch after receiving noticefrom the Governorrequiring the same to be provided ; all which further
or other plant shall be in strict accordance with such drawings and specifications as the Governor shall
direct, adopting, so far as he may think fit, any recommendation of the Contractors, and all such plant
shall be in all respect to the satisfaction of the Engineer.

16. When the drawings and specifications shall have been settled and furnished to the Contractors
thev will obtain tenders for the supply of each description of plant from not less than six respectable
and responsible persons, whose names shall have been previously submitted to and approved by the
Engineer, in England, if such number shall be found willing to tender, or if not, then from as many of
them as shall tender, such tenders to be based on the terms of payment in cash, andfor delivery and
approval in England; and when the tenders shall have been received, the Engineer in England and the
Contractorsshall, having regard to the said tenders, agree as to the cost to be incurred in obtaining
the various descriptions of plant respectively, and the amount so agreed upon, or in case the Engineer
and the Contractors shall not agree, determined by arbitration, with all charges and expenses of
approval of plant for transport in England, shipment, freight, insurance, and landing, and transport,
and erection, and fitting in the Colony which the Contractors shall incur, together with £5 per cent,
on such agreed amount, charges, and expenses for or by way of Contractor's profit, shall be deemed to
be " the cost of the plant," and shall be added to " the agreed cost," and form part of " the total cost"
of the section, as hereinbefore provided, and shall be included in the capital account hereinafter
mentioned. If it is intended that the plant shall be used in theworking of and carrying on traffic upon
more than one section "the cost of the plant" may, at the option of the Minister either be charged
against any one section, or a proportionate part of the cost may be charged against all the sections in
the working of and carrying on traffic upon which it is intended that the plant shall be used.

17. The Contractors shall not be bound to accept any of the tenders so received by them, and in
no case shall they be allowed any profit upon theplant beyond the said profit of £5 per cent., but any
commission, discount, allowance,or proportion of profit which may be paid or allowedby the manu-
facturers of the plant, or any part thereof, or otherwise, shall be deducted before the cost of plant shall
be added to the " agreed cost."

18. The Contractors will, out of their own moneys,pay for all manufactured materials and plant
which it shall be necessary orexpedient to obtain in England.

19. Any expense which the Colony may incur in approving the plant or any manufactured
materials in England shall berepaid by the Contractors to the Governorupon demand, and the same
shall be added to the agreed cost and form part of the total cost of the section, as hereinbeforeprovided,
and shall be included in the capital amount hereinafter mentioned.

20. The Contractors will keep a proper capital accountrelating to theconstruction ofeachrailway
tobe made by them, and relating to the original cost ofplant, to be called "The
Eailway Capital Account," to which the total cost shall from time to time be carried, and such account
shall be so prepared and kept as to distinguish as far as practicable the expenditurein respect of each
section of such railway,and when and so soon as such railway, or any section or sections thereof, shall
have been completed and furnished with the necessary plant, and opened for public traffic, the said
capital account shall from time to time be made up, and a copy thereof shall be transmitted to the
Governor, who shall cause the same to be examined, and if they shall be found to be correct, will
approve of the same, having the right to cause any corrections ordisallowances to be made thereinwhich
he may consider to be necessarv or proper, and such account, when approved, shall be conclusive as to-
the total cost of eachrailway, or section or sections so opened for public traffic,and thenceforth and
from the openingof such railway, or section or sections, as the case maybe, the Contractors will pay
the cost of maintaining the same, with the plant, in good working condition ; but upon any additions,
restorations, alterations,or improvements being made by agreement between the Governorand the
Contractors, to,of, or in such railway section or sections, or plant, the cost whereof shall be properly
chargeable to capital account, the cost necessarily incurred in executing such additions, restorations,
alterations, or improvements shall be added to and included in the said capital account, and the said
capital account shall from time to timebe made up and stated afresh as occasion shall require, and be
examinedand approved accordingly ; provided that if in any such capital account the Governor shall
make a disallowanceor disallowancesto the expending of £500, the Contractors may require to have
it referred to arbitrationwhether or not the same should to any, and, if any, what, extent prevail, and
the account shall be rectified according to the award.

21. The Contractors will keep and maintain such railway, or section or sections thereof, so
opened for public traffic in thorough, efficient,working order, and will properly work and use the same,
andrun thereupon not less than two trains each way daily, unless the Governor otherwise direct, and
such furthernumber of trains as the Governormayfrom timeto timedirect; and will not charge in any
case rates for the conveyance of passengers or of cattle, minerals, goods, or any other thing, below such
minimum or in excess of such maximum fares and rates as may from time to time be fixed by the
Governor in Council. Provided always that the Contractors may, if they think proper, require that it
shall be decided by arbitration whether the expense of running any further number of trains is one
which they ought reasonably to be called upon to bear; and in such case it shall be decidedby arbitra-
tion whether the Contractors shall be bound to run any, and, if any, what further numberof trains,
and on what terms. Provided also that if and whenever the said minimum or maximumfares or rates
are objected to by the Contractors, while the earnings of the railways are sufficient to relieve the
Governor from any payment under the guarantee of interest hereinafter contained, they shall be
settled by arbitrationin manner hereinafter mentioned.

22. The Contractors will, in such forms and under such heads or divisions as shall be from time to
time prescribed by the Governor,keep accounts of all receipts and payments whatever inrespect of



MR. VOGEL'S MISSION TO ENGLAND. 37 A.—No. 6.

Appendix E,

Railways.

such railway, or any section or sections thereof, which mayfor the time being be opened for public
traffic (except such receipts and payments as properlybelong to capital account hereinbefore agreed
to be kept) ; and such accounts shall be called " The Bevenue Account of the Eailway,"
and shall be made up half-yearlyto the 30th day of June and the 31st day of December in every year,
or to such other days in the year as the Governor shall from time to time appoint, and shall be
regularly transmittedto the Governor, who shall cause the same to be examined, and, if they shall be
found to be correct, will approve of the same,—having the right at all times to cause any corrections
or disallowances to be made therein which he may consider to be necessary or proper; and the
Contractors will produce all such vouchers or other evidence as the Governor shall from time to time
require to verify every such account. The account, when so madeup, examined, and approved, shall
be conclusive between the Governor and the Contractors as to the result of theworking and carrying
on of traffic on the saidrailway, or any section or sections thereof, as the case may be, during the time
stated in such half-yearly account. Provided that if in any such half-yearlyaccount the Governor
shall make a disallowanceor disallowances to the extent of £500, the Contractors may require to have
it referred to arbitrationwhether or not the same should to any, and, if any, what extent, prevail; and
the account shall be rectified according to the award.

23. The Contractors will collect all fares, rates, and freights for the conveyance of passengers,
cattle, minerals, goods, and other things; and will at such periods and in such form as they may be
required by the Governor so to do, and in additionto the saidcapital andrevenueaccounts respectively,
furnish him with a statement in detail of the amount of such fares and freights, and of all other sums
of money received by them in respect of every such railway or any section or sections thereof so
opened for public traffic, and of the amounts expended by them from time to time subsequent to
the opening of the same for public traffic in the repair and maintenance and otherwiseof the said
railway or any section or sections thereof, as tho case may be ; and in repairing and replacing theplant
belonging thereto, and in working expenses; and will at all reasonable times permit every person or
persons appointed by the Governor to inspect their books of account, and all vouchers and other
documents relating to such receipts orexpenditure, and take copies of the same, and will furnish all
such information in relation to the same as may at any time bereasonably required.

24. The rates of speed to be maintainedin running trains shall be (including stoppages) not less
than ten miles an hour on railways the agreed cost of makingwhich shall not exceed £3,000 a mile ;
and not less than fifteen milesan hour onrailways exceeding that cost and not exceeding£4,000 a mile;
and not less than twenty milesan hour on railways exceeding that cost, except over any part or parts
thereof respectively where in tho opinion of the Governor the gradients or curves do not justifyso
high arate of speed.

25. The contractors will provide conveyances for and convey upon the railways the members of
the General Assembly and of Provincial Councils at all times in the ordinary trains, at 25 per cent,
below the ordinaryfares andrates, and all military, police, and other forces when proceeding on duty,
and all public mails free of charge; and in the event of war or civil commotionwill, on the requisi-
tion of the Governor, place the whole of the resources of the railways at his disposal at the charges
actually incurred.

26. The Governor by his officers shall have powerat all reasonable times to enter into and upon
the said railway or any part or parts thereof to establish and lay down or erect new or enlarge existing
linesof electric telegraph, anderect new or enlarge existing telegraph stations, and to use such lines and
stations without any charge, but not so as to obstruct the traffic on the said railway in such laying
down and erecting.

27. If the contractors shall do any of thefollowing things, viz.:—
(as.) Become bankrupt or insolvent, or make any general composition or arrangement with

their creditors, while any section of a railway which they shall be making shall be
incomplete.

(J>.) Fail to complete (unless delayedby storms, floods, insufficiency of design, war, or dis-
turbances in the Colony, or by other causes entitling them to an extension of timefor
completing) the railways respectively entrusted to them within the time fixed for their
completion, or within an extended period equal in duration to theperiod during which
they were so delayedas aforesaid.

(c.) Fail while any of therailways entrusted to them are incomplete to carry on the works
with due diligence after reasonable notice from the Minister specifying the nature and
extent of the failure imputed to them, and the rate of progress which in the opinion
of such Engineer is necessary to enable them to complete the railways within the
respective times fixed for their completion, or within the respective extended period
aforesaid, where they are entitled to such extension.

And if the Engineer aud Minister shall certify to the Governor that it is in their judgment expedient
so to do, the Governor may cause notice to be given to the Contractors of his intentionto determine
this contract, as to anv sectionor sections of any railway as to which it shall not have been performed;
and in that case this Contract shall to that extent cease and determine, subject nevertheless to the
otherprovisions herein made with respect to that event. Provided that the Governor shall not in the
event (&) so determine this Contract until the expiration of three calendar monthsafter he shall have
given notice to the Contractor of his intention to do so, nor unless the railway shall then remain
uncompleted.

28. In case of such determination of this Contract as aforesaid the Governor may or may not as he
may think fit takepossession of all or any of the sections referred to in such notice, and also of any
completed section or sections of such railway which he shall consider it desirable to take possession of
and use in connection with any of the sections included in such notice, and of the plant belonging
thereto ; and in such case this Contract shall also cease and determine in respect of any such completed
section of the said railway and the plant belonging thereto, and the Governor shall accept all plant
which at the timeof the determination of this Contract shall be in transitu from the manufacturers
thereof in Europe or in course of construction by them in pursuance of previous orders for the section
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or sections of railway so taken possession of; and the Governor may also takepossession of all the
Contractors' working plant, materials, and chattels upon all the said railways or section or sections
thereof of which the Governor shall take possession ; and thereupon the Contractors will deliver to the
G-overnor all plans, sections, drawings, and specifications in any way relating to such railway, section,
or sections.

29. In case of and upon such determination of this Contract to the extent aforesaid, the section
or sections of the saidrailway then completed and open for public traffic, and not taken possession of
by the Governor as aforesaid,and the plant belonging thereto, shall be deemedto be the only section.
or sections of the said railway and plant to which the provisions of this Contract with respect to the
guarantee of interest or profits on the total cost thereof, and to purchase by the Governor of the
Contractor's rights and interest, and to the division of the surplus net receipts beyond what ia
sufficient to pay a givenrate ofinterest or profit on the total cost shall apply; and the said provisions
shall remain in force with respect to such sectionor sections of the said railway and theplant belonging
thereto.

30. In case ofand upon such determination of this Contract the Contractors shall be entitled to
receive from the Governor paymentfor the said railway or the section or sections thereof so taken
possession of as aforesaid, and for the plant belonging thereto, and for the plant in transituor in course
ofmanufacture for the same when delivered (but not for the Contractor's working plant, materials,
and chattels), the prices to be ascertained in the following manner, that is to say : Firstly, in respect
ofany section or sections of tho said railway which had been completed and the plant belonging
thereto, such a sum or sums of money as the Governor would have had to pay on purchase of the
sameunder the other provisions of these presents ; secondly in respect of any section or sections of
the said railway not completed such a sum or sums of money as will be equal to the sum or sums
deposited by the Contractorswith the ColonialTreasurer in respect thereofaccording to theprovisions
in that behalfherein before contained (so much of the sum or sums so deposited as shall not -have been
paid to the Contractors upon the certificate or certificates of the Engineer becoming the absolute
property of the Governor) ; and thirdly, in respect of the plant in transitu or in course of manufacture
the cost thereof as settled under clause No. 16 of these presents together with such charges and
expenses as mentioned in the same clause, but without any percentage for profit added thereto.
The payments firstly and thirdly mentioned to be made in New Zealand Government debentures
payable at the end of30 vears, with interest thereon in the meantimeat the rate of £5 per cent, per
annum ; and the pavment secondly mentioned to be made by the grant of a Government Annuity at
the rate of5^ per cent, per annum, to continue for theresidue of the term ofthirty-fiveyears computed
from the commencement of the said railway or section or sections thereofas the case may be.

31. Provided that if in the event mentioned in clause No. 27, sub-section (a), the Governor shall
give such notice, as in such clause mentioned, the assignees or trustees of the Contractors shall have
liberty at any time within twelve calendar months after the giving ofsuch notice to takeup and proceed
to complete and carry out the works, and to provide theplant in respect of the section or sections of
the said railway, included in such notice, and if, within such period, such assignees or trustees shall
repay, or cause to be repaid, to the Governor all sum or sums of money which the Governor shall, in
his absolute discretion, have thought fit in the meantime to expend and shall have expended upon the
same, and upon any other section or sections, of which he may have taken possession, as hereinbefore
authorized, or in providing plant for the same, respectively, less the amount of all such sum or sums
of money which the Governor would have paid to the Contractors as the subvention, in case the said
Contractors had duly proceeded with the making of the section or sections included in the said notice,
and in providing the plant for the same; and shall either themselves enter into or procure some
respectable andresponsible person or persons (to be approved by the Governor) to enter into a proper
contract with the Governor in substitution (as regards such section or sections) of these presents, then
the Governor will give possession to the person or persons entering into such contract with him, of
the said railway, or the section or sections thereof, of which he shall so have taken possession, and of
the plant belongingthereto respectively.

32. If and whenever the Contractors shall make default in properly maintaining any railway, or
any section thereof, when completed (other than such as may have been taken possessionof by the
Governor under any provision hereof), or in properly providing the plant for the same, and keeping
the plant provided in good and sufficient working orderand condition, or in properly working and
using the said railway or section, as the case may be, it shall be lawful for the Governor to direct the
necessary repairs to be done as well to such railway or section as to the said plant, and to supply any
plant which ought to havebeen, but shall not have been supplied, and to replace any of the plant that
may be worn out by others of the same, or a similar description, and dispose of the old plant, and at
the cost of the Contractors, to enter upon, use, and work so much of such railway or section, as the
case may be, and theplant belonging to the same as the Governor shall from time to timethink fit, to use
and work. And the Contractors will, upon demand, repay to the Governor all moneys expended by
him in and about any of the matters aforesaid. Provided that if by the moneyswhich shall be received
from such working and using of such railway or section and from the disposal of allplant, orby the
Contractors, the Governor shall within six calendarmonths have beenrepaid all moneys expended by
him under this clause, the Contractors shall be reinstated in the possession of the said railway or
section and plant. Provided also that the Governor will,until the expiration of such period, fromtime
to time render to the Contractors accounts of his receipts andpayments under this clause.

33. The Contractors will in all things abide by, comply with, and conform to all the laws and
regulations for the time being in force in New Zealand, and also all such generalregulations and by-
laws, for the maintenance of order and securing the safetyof the public as the Governor shall from
time to time frame and establish, and will make compensation and satisfactionto all persons who,
according to law, may be entitled to compensation or satisfaction for or in respect of any"injury or
loss sustained by them in their person, property, or otherwise, through or in consequence of any
negligence or wrongful act whatsoever on the part of the Contractors in making the said railway or
any part thereof, or in working orcarrying on traffic thereupon.
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34. The Contractors will not assign or sub-let this contract or any part thereof, without the
approval of the Governor, but with such approval and subject to such conditions as he may impose,
they may assign or sub-let the same or any part thereof, ito one or more Company or Companies in
England, or in the said Colony, in which case such Company or Companies shall enter into a formal
Contract or Contracts with the Governor to secure the due observanceand performance by it or them
of the stipulations herein contained ; and in any such Contract or Contracts, provisions shall bo made
that the Governor shall have a right from time to time to appoint an ex-ojficioDirector upon the
Board of Directors, of each such Company in London or elsewhere in England; and also upon the
Board (if any) in the Colony, and that each of such ex-officio Directors shallrank as and be one of the
Board of Directors of the Company and be entitled in all things to act as such and to exercise at his
discretion a right of veto at all proceedings whatsoever of the Board (except proceedings for the
purpose of communicating with the legal advisers of the Company), and shall notbe removable except
by order of the Governor ; no such Director, however, being entitled to any salary from the Company
and also the Company shall record and keep in proper books, for the purpose, full and particular
accounts of all their transactions and proceedings, so as at all times to exhibit thereby fully and truly
the state of their affairs and proceedings; and also that any person or persons appointed by the
Governor in that behalf, shall at all reasonable times,have full access to the books, accounts, papers,
and documents of the Company (except communications with the legal advisers of the Company, on
matters in difference between the Governor and the Company), and power to make copies or extracts
from the same ; and also that as between the Governor and the Company or Companies respectively
only, such charges of management shall be allowedout of or against revenueaccount, as shall from
time to timebe approved of by the Governor; and in any such Contract or Contracts provision shall
be made for such sums for expenses of direction and management of the Company during the con-
struction of a railway, being added to the total cost as the Governor shall approve. Provided that
this clause shall not prevent theemployment of the Contractors or competent Sub-Contractors in the
execution of the works under them, or in the maintenance of the same.

35. The saidrailway, or, if the Governor shall think fit, any section or sections thereof, when
made, completed, and opened for public traffic, shall be demised and leased to the Contractors for the
term of ninety-nine years, at a nominal rent of one shilliug per mile, and shall at the expiration or
soonerdetermination of such term, revert to and become the property of Her Majesty.

36. Every such lease as aforesaid shall contain all reasonable and necessary covenants and
conditions for insuring the performance by the Contractors of all things which, according to the true
intent and meaning of these presents, ought on their part to be performed, includinga powerto the
Governor to re-enter upon the demisedpremises in case of breach or non-observance of the covenants ;
but such power shall be subject to a condition, that if within eighteen calendar months after he shall
at any time have so entered, he shall, bv perception of profits, or by any other means whatsoever,
have been satisfied or compensated for the breach of the covenant or condition in respect of which he
re-entered, the Contractors shall be reinstated in their original rights under the lease, and the
Governor shall account with them in respect of all his receipts and payments in the meantime.

37. The Governor will from the time of the opening of any railway or any section thereoffor
public traffic, and thenceforth half-yearly,until theexpiration of thirty-fiveyears, to be computedfrom
the timeof the commencement of each such railway, or until the payment at an earlier period by the
Governor, for the right and interest of the Contractor in such railway, or any section or sections
thereof, as the case may be, and in the plant belonging thereto, pay to the Contractors such sum as,
with the net receipts from all the said railways or sections thereof constructed under theprovisions of
these presents which shall have been opened for public traffic and shall not then have been purchased
by the Governor from time to timeremaining, after defraying all working expenses, maintenance, and
other out-goings properly chargeable against revenue in the case of liailway Companies, will be
sufficient to secure to the Contractors interest or a dividend at therate of 5^ per cent, per annum
on the aggregate amount of the total cost of all the said railways or any section or sections
thereof then open for public traffic, as such total cost shall appear from time to timeby the said capital
accounts ofeach of the saidrailways to be so made up, and when approved as aforesaid ; and will make
such half-yearly payments in England, within four calendarmonths, after he shall have been furnished
with the half-yearlyrevenue accounts of all the same railways, and shall have examined and approved
of the same respectively as aforesaid.

38. Ifand whenever the net receipts as last aforesaid appearing by all the said half-yearlyrevenue
accounts of all therailways which, or a section or sections of which, shall have been from time to time
opened for public traffic, and shall not then have been purchased by the Governor, when such accounts
shall have been examined and approved as aforesaid, shall in the aggregatehave amountedto a sum
sufficient to pay for that half-year'sinterest or a dividend at a rate exceedingthe rate of £5^ per cent,
per annum upon the aggregateamount of the total cost of all the saidrailways or any section or sections
thereofwhich shall have been opened for public traffic, and from the respective times of their being
opened, as such total costs shall appear from time to timeby the said capital account of each of the said
railways to be so made up ; and when approved as aforesaid, then and whenever afterwards it shall so
happen, the amount of the excess shall be paid to theGovernoruntil he shallhave beenrepaid thewhole of
the sums paid by him as interest as aforesaid,under clause No. 37 of thesepresents, exceeding interest at
therate of£51 per cent, perannum, togetherwith simple intereston such sums at therate of £5£ per cent,
per annum, and subject to the provision last aforesaid such excess shall from time to time be divided as
follows, viz., one-fourth to the Governorand three-fourths to the Contractors, until the Governor shall
by means of such one-fourth have beenrepaid the whole of the sums paid by him as interest as aforesaid,
together with simple interest on such sums at the rate aforesaid, and when from time to time when all
moneys paid by the Governor by way of interest as aforesaid and interest thereon, shall have been
repaid, the whole ofsuch excess shall belong to the Contractors.

39. The Governor may, at any time within twenty years from the time when any railway, or any
section thereof, shall have been completed, and after he shall have given twelve calendarmonths' notice
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of his intention so to do, purchase the right and interest of the Contractors in suchrailway, or section,
and the plant belonging thereto ; and the Contractors will, in such case, sell the same to the Governor
at a price to be agreed upon between him and the Contractors, or in case they shall not agree, to be
determined by arbitrationin mannerhereinafter mentioned—viz., the price to be so paid being the total
cost of such railway section, or sections, as it shall then appear by the said capital account to be so
made up, and when approved as aforesaid, after making a deduction from such total cost of the amount
by which such railway section, or sections, and the plant belonging thereto, shall have deteriorated in
value through wearand tear or wantof repair since the same was or were madeor supplied respectively.

40. Upon the expiration of the said notice the lease of the said railway, or section, or sections, as
the case may be, shall cease and determine, and the Contractors will give to the Governor peaceable
possession of the said railway, or section, or sections, and of the plant belonging thereto, and of all
plans, sections, specifications, books, papers, and documents, relating to the same, which it shall be
necessaryor desirablefor the Governor to have or possess for use or reference.

41. The Governor will, within twelvecalendar months after the making of the agreement or award
as to the price to be paid for theright and interest of the Contractors in the said railway, or section,
or sections, and plant, pay the said price to the Contractors in England, and thereupon the said half-
yearly payment of interest shall cease.

42. The Governormay retain or deduct out of anymoneys in his hand belonging to the Contractors,
or out of any moneys payable by the Governor to the Contractors, all sum and sums of money payable
to the Governor by the Contractors under orby virtue of these presents.

43. All payments under these presents shall, except whereit is otherwise expressed, be made in
New Zealand.

44. Wherever in these presents the Governor, Colonial Treasurer, or Minister, or any other
person holding an official situation, is referred to, the Governor, Colonial Treasurer, Minister, or
person holding such situation for the time being shall be understood ; and whenever by these presents
the Governor, Colonial Treasurer, or Minister, is authorized or empowered to exercise any power, or
do any act whatsoever, the Governor, Colonial Treasurer, or Minister, as the case may be, may from
time to time authorize any other person or persons to exercise such power, or do such act; and any
power or act exercised or done by such person or persons within the scope ofsuch authority, shall have
the same effect as if exercised or done by the person by whom they shall have been so authorized; and
these presents shall be read asreferring to such person or persons.

45. Any notice, request, declaration, or direction, to be given or made by the Governor, Colonial
Treasurer, Minister, or any person acting on behalf or by the direction of them, may be given to
thereputed Agent of the Contractors for the time being in New Zealand, by delivering the same to
him or leaving the same at his last known place of residence there, or if there be no such Agent may
be given or made by publishing the same in the Neiv Zealand Gazette; aud any notice, request,
declaration, or direction so given, or made, orpublished respectively, shall have the same effect to all
intents and for all purposes as ifit had been given or madeto the Contractors personally on the day
when the same was so given, or made, or published respectively.

46. In case the Governor or the Minister, as the case may be, and the Contractors shall not
agree as to the probable prime cost of making the railways respectively, or as to any schedule of
prices, or as to the time or timeswithin which the railways or any of them, or any part thereof are to
be made, or as to the amount to be added to or deductedfrom " the agreed cost" in respect of any
such deviation, diminution, addition, or substitution hereinbeforementioned, or as to the price to be
paid for thepurchase of theright and interest of the Contractors in the said railway respectively, or
the plant belonging to the same, or in ease any dispute or difference whatsoever shall arise between
the Governor or Minister, or Colonial Treasurer, or the Engineer in England, referred to in clause 16
of these presents, and the Contractors, in the carrying out of these presents, and whether it shall or
shall not have been expressly hereinbefore provided that in case the parties shall not agree, the matter
shall be determined by arbitration, every such matter as to which they shall not agree, dispute, or
difference, shall be settled by arbitration, to be conducted in New Zealand, except as regards the said
clause No. 16, as to which any arbitration shall be conducted in England; and for the purposes of
this portion of these presents, any matter of disagreement, dispute, or difference between the Minister
or Colonial Treasurer, or the saidEngineer in England and the Contractors, shall be deemed a matter
of disagreement, dispute or difference between the Governor and the Contractors ; and unless the
Governor and the Contractors shall unite in the appointmentof a single arbitrator, the Governor and
the Contractors shall each appoint an arbitrator; and if either party shall for thirty days after
receiving a request from the other party to appoint an arbitrator fail so to do, or to give notice of the
appointment to the party from whom he received such request, then the arbitrator appointed by the
party who shall have made such request may proceed to hear and determine the matter, dispute, or
difference, and in such cases the awardor determination of such single arbitrator shall be final. If
each party shall appoint an arbitrator, such two arbitrators shall appoint a third arbitrator: but if
they shall be unable to agree upon the choice of a third arbitrator, then the third arbitrator shall
be appointed by such one of the Governors of any of the Colonies of Australia, or of the Colony
of Tasmania, as the Governor of New Zealand shall request, to appoint an arbitrator. The award or
determination of such three arbitrators, or of any two of them, shall be final andconclusive. If before
the matter, dispute, or difference shall be determined, any arbitrator shall die or become incapable, or
refuse or neglect to act, the party by whom such arbitrator was appointed shall appoint some other
person in his stead, and if he shall for thirty days after receiving a request from the other party to
appoint an arbitrator fail so to do, or to give notice of his appointment to the other party, then the
party who shall have made such request may appoint an arbitrator in the stead of the arbitratorwho
shall have so died, becomeincapable, or refused or neglected to act. If the arbitratorwho shall have
so died, become incapable, or refused or neglected to act, shall be the arbitratorwho was not appointed
by either of the parties, then the provisions hereinbefore contained as to the appointment of
a third arbitrator shall be applicable, and under them a successor shall be appointed in the
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stead of the arbitrator so dying, becoming incapable, or refusing or neglecting to act. Every
arbitrator to be so substituted as aforesaid shall have the same authority as the original arbitrator. If
a single arbitratorshall have been appointed and he shall die, become incapable, or refuse or neglect to
act, and the parties shall not be able to unite in the appointment of another single arbitrator, then in
his stead three arbitratorsshall be appointed in the manner hereinbefore mentioned. Notwithstanding
anything hereinbefore contained, the Engineer in England, in case any matter ofdisagreement, dispute,
or difference shall arise between him and the Contractors, shall have the same powers as are hereinbe-
fore conferred upon the Governor as to the appointment ofan arbitrator, so far as regards any question
which shall arise under the said 16th clause of these presents, and the Engineer and the Contractors
shall have power from time to time to determine the manner in which the third arbitrator shall be ap-
pointed, in case the arbitrators appointed by the Engineer and the Contractors respectively shall not
agree upon the choice of a third arbitrator. This submission to arbitration maybe made a rule of the
Supreme Court of New Zealand,orof any of the Superior Courts of Westminster, as the case may be
or require. The cost of and attending the arbitration and award shall be in the discretion of the
arbitrators.

47. The Governor enters into this Contract only on behalf of the Colony of New Zealand, and by
executing these presents shall bind only the said Colony, and not himself personally; and shall notbe
deemed to have incurred any personal responsibility or liability whatsoever ; and no action or suit at
law or in equity or other proceeding whatsoever shall be brought or taken against the Governor in
respect of these presents, or the Contract hereby created or purported to be created, elsewhere than in
the said Colony, nor in the said Colony, unless by any Act or Law of the said Colony it is nowor shall
hereafter be provided that actions, suits, or proceedings in respect of Contracts entered into by the
Governor on behalf of the Colony may be brought or taken against the Governor as a nominal
defendant.

In witness whereof the Governor hath hereunto set his hand and seal of office, and the Con-
tractors have hereunto respectively set their hands and seals, the day andyear first above
written.

Mr. J. Mackrell to the Hon. .T. Vogel.
Dear Sir,— 21, Cannon Street, London, E.C., 28th June, 1871.

I think it may be convenient to you if I give a brief epitome of the arrangements you have
entered into with Messrs. Brogden and Sons for the construction of railways in New Zealand, and
point out in what respect these differ from the arrangements entered into by the Government of India,
and show how the former arrangements are more favourable in my opinion than the latter.

The contracts entered into with Messrs. Brogden are twofold, and for convenience, have been
called arrangement No. 1 and arrangement No. 2. Both arrangements have many stipulations in
common, but differ as to the amounts to be expended in railways, the amount of the guarantee of
dividend, the application of profits, aud the terms of purchase. I will first point out those stipulations
which are common to both, and which maybe said to be the general terms which govern both contracts,
and afterwards describe the special stipulations of each.

The Government are, at their absolute discretion, to select the lines of railway, and may regard
the requirements of the Colony irrespective of the remunerative character of the railways. When a
railway has been decided upon, the Government are to have the necessary surveys, plans, and sections
prepared, and the necessary proclamations made enabling them to take the land, and are to determine
the order and course and the terms of constructing the railway, and the specification of works and
materials. Each railway is to have a single wire telegraph with the necessary apparatus.

When such plans, sections, specifications, and working plans are prepared as will enable the
probable cost of the railway to be ascertained, the Government are to divideit into sections of about
ten miles each. The probable prime cost to the Contractors of making each section and the time
■within which the same is to be completed are then to be arranged between the Government and the
Contractors, or settledby arbitration, and to this prime cost 5 per cent, thereon is to be added for the
agreed profit for the Contractors. A schedule of prices to regulate the payment or allowance in
respect of any alterationin the original plans, &c, is in a similar way to be arranged or settled. The
Government are within proper time to provide the requisite land. The Government may order the
original plans, &c, to be altered or the works diminished or added to or others substituted, and the
settled price of the railway is in such case to be varied according to the schedule of prices. The
Government are alone to decide what are variations from the original plans, &c, but the question of
the value thereof may be referred in case of difference. The Contractors may not deviate from the
original plans, &c, without the special authority of the Government, and no alteration involving an
increased cost exceeding £500 maybe made without the consent of the Governor in Council. If the
works bo delayed by reason of any variations from the original plans, &c, the time for completion is
to be proportionately extended.

The Government Engineer, at the commencement of the railway and at the beginning of each
calendar month, is to estimate the probable expenditure in New Zealand during the then next three
months, and the Contractors are from time to time to deposit with the Colonial Treasurer enough
money, with what out of previous deposits may remain unexpended,to meet the same, and payments
thereout are to be made to the Contractors upon and according to certificates of the Government
Engineer, with liberty to the Contractors to appeal to the Government to have any certificate increased.
The Government may out ofmoneys so deposited pay any wages unpaid by the Contractors.

Every section of a railway is to be made in strict accordance with the original plans, &c, subject
to variation as above mentioned, and with such further instructions as the Government Engineer may
give, and to his satisfaction in all respects, and within the time appointed ; and, if the Government so
direct, is to be opened for public traffic upon the Engineer's certifying its completion. An appeal lies
to the Government against this certificate of the Engineer, or should he withhold a certificate.
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The Contractors areat their owncost to maintain the railway for twelve months after completion,
unless any damage shall, in the opinion of the Government Engineer, have arisen from storms, floods,
insufficiency of design, war, or disturbance in the Colony; in which case, whenever the same may
happen, the cost of making good such damage is to be defrayed by the Contractors, and added to the
settled cost of therailway.

Any further or altered works which the Government may afterwards require are to be executedby
the Contractors according to plans, &c, to be prepared or approved by the Government Engineer, and
the cost thereof is also to be added to the settled cost.

The Contractors are to provide all such plant, and according to such drawings and specifications,
as the Government shall direct, and place the same on the railways sevendaysbefore the timeappointed
for opening ; and afterwardsprovide such further plant, and according to such drawings and specifica-
tions as the Government may direct, all of which plant is to be to the satisfaction of the Government
Engineer.

When the description, drawings, Ac, of the plant have been decidedupon, the Contractors are to
obtain tenders from not less than six respectable and responsible persons previously approved by an
officer of the Government in England, such tenders to be based upon the terms of a cash payment, and
for delivery and approval in England ; and the Contractors and Government officer in England are
then, havingregard to the tenders, to agreeas to the cost to be incurred in obtaining the plant, failing
which the same is to be settled by arbitration. This cost, with all charges and expenses of approval,
transport in England, shipment, freight, insurance, landing, and transport, and erecting and fitting in
the Colony, with five per cent, thereon by way of Contractors' profit, is to be addedto the settled cost
of the railways.

Any commission, discount, allowance, or proportion of profit allowed to the Contractors by the
manufacturers of the plant is to be deducted from the cost of plant before being so included. The
Contractors are out of their own moneys to pay for all manufactured materials and plant obtained in
England, and any costs the Government may incur of approving the plant in England.

A proper capital accountof each railway distinguishing therein the cost of each section is to be
kept by the Contractors, and the same is to be from time to time submitted to and approved by the
Government who may disallow any items subject to a reference if the disallowances exceed £500.

The Contractors are to maintain the railways in thorough efficient working order, andrun not less
than two trains each way daily, unless the Government otherwise direct; and such further number of
trains as the Government may require, charging only fares andrates within limits to be fixed by the
Governor in Council. The question as to running more than two trains a day may be referred, and
as may also the question of rates and fares when the Government have to pay nothing under their
guarantee.

A proper revenueaccount of each railway is to be kept by the Contractors, which is to be sub-
mitted half-yearlyto the Government for approval, and the Government may disallowanyitems subject
to areference if the disallowances on any account exceed £500.

All fares tolls and freights are to be collected by the Contractors who are to furnish the Govern-
ment with all such detailed accounts and statements as maybe required, and the Government may at
all times inspect the Contractors'books ofaccount andvouchersrelating to thereceipts and expenditure
generally, and take copies of the same.

The trains are to be run at a speed including stoppages of not less than ten miles an hour on
railways costing under £3,000 a mile, fifteen milesan hour on those costing £4,000 a mile, and twen
miles an hour on those costing overthat amount, except where the Government consider the gradients
or curves do not justifyso high a rate of speed.

The Members of the General Assembly andProvincial Councils are to be conveyed in the ordinary
trains at 25 per cent, below ordinary fares and rates; and in the event of war or civil commotion, the
whole resources of the railways are to be placed at the disposal of the Government at cost price.

The Government may enter upon the railways to lay down or enlarge existing lines of telegraph,
and erect or enlarge stations, and may use such lines and stations without charge, but are not to
obstruct the traffic in laying down and erecting the lines, &c.

If the Contractors become bankrupt, &c, or fail to complete the railways in due time,
or fail to proceed with due diligence after notice, the Government, upon certain certificates,
may give notice and determine the Contract as to any sections in respect of which the
Contract is not properly observed; but in case of non-completion in due time, three months'
notice is to be given, and not to take effect if the railways are completed within that time.
Upon such determination the Government may or not, as they think fit, take possession of all or any
of the sections referred to in the notice, and also of any other completed sections which it may be
desirable to take possession of and use in connection with any other section, and alltheplant belonging
thereto; in which case the Contract is also to be determined in respect of such completed section and
the plant belonging thereto. The Government to accept all plant then in transitu or in course of
construction for the sections taken possession of, and may take possession of all the Contractors'
working plant, materials, and chattels thereon, and the Contractors are to deliver up all plans, &c,
relating to the same. Upon any such determination of the Contract, the provisions of the Contract
with respect to guaranteeofdividend, division of profits, andpurchase, areonly to apply to the section
or sections of arailway then completed, and opened for traffic, and not taken possession of, and the
plant belonging thereto.

If the Contract is determined by reason of the bankruptcy, &c, of the Contractors, their assignees
or trustees may, within twelve months, repay to the Government any moneys expended, and enter into
proper contracts with the Government for completing the railways and providing the plant, in which
case the Government are to restore possession of the sections and plant takenpossession of.

If the Contractors make default in maintainingarailway or providing plant and keeping the same
in good working order, or in properly working and using the railway, the Government may direct the
necessary repairs to be done and plant supplied, and replace any plant wornout, and enter and use and
work the railway, and the Contractors are to repay all moneys expended. If within six months the
Government are recouped the moneys expended, the Contractors are to be reinstated.
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The laws and regulations of New Zealand are to be complied with and conformed to, as well as any
by-laws which the Government mayestablish ; and theContractors are to compensate parties injured by
the negligence or wrongful act of the Contractors in making the railways or working the same.

The Contract is not to be assigned or subletwithout the approval of the Government. If assigned
to a Company, such Company are to enter into a formal Contract with the Government for securing
the due observance and performance of the stipulations of the Contract.

The Government are to have the right to appoint an ex qfficio Director on the Board of the
Company, both in England and in the Colony, with aright of veto at all proceedings of the Board, and
only such charges for the direction and management of the Company are to be allowed as the Govern-
ment shall approve of. The Company are to keep proper books, and the same arc to be open to the
inspection of the Government and its officers.

In the event of the Government purchasing the railways they are to pay for the same in England
within twelve months after the price is agreed upon or settled.

The Government may retain out of any moneys in their hands belonging to the contractors, any
sums due to the Government. All payments, except where otherwise expressed, are to be made in
New Zealand.

Any notices to the Contractors may be given to their Agent in New Zealand, or if therebe no such
Agent, may be published in the New Zealand Gazette.

3(\)r the determinationof such questions as may be referred to arbitration, the Government and
the Contractors may either agree as to a single arbitrator, or each appoint one, and the two so
appointed are to choose a third; but if they cannot agree, the third is to be appointed by such one of
the Governorsof any of the Colonies of Australia or of the Colony ofTasmania, as the Government of
New Zealand may request to do so. The award of such three arbitrators or any two of them to be
final.

Having thus described those stipulations which are common to both contracts, I now proceed to
point out thosewhich apply only to each particular contract.

The special provisions as regards No. 1 are as follows :—
Before the 21st June, 1879, the Government are to entrust to the Contractors the making and

providing of railways and plant, to cost £4,000,000, and the Contractorsare to make and provide the
Bame. The interest on capital employed during construction of a railway and in providing plant, is to
be estimated and added to the settled cost. The moneys depositedwith the Colonial Treasurer for
expenditure in New Zealand arenot to bear interest. The police and other forces when proceeding on
duty, and the public mails, are to be carried by the ordinary trains at 25 per cent, below ordinary fares
and rates.

In case offorfeiture of the railways, the Government arenot to pay for the Contractors' working
plant, &c, but the Government are to pay as follows:—For any completed section which they may
take possession of and its plant, the same sum as on purchase. For any non-completed sections such a
sum as, with the sums paid on account of subvention, will be equal to the sums deposited b3r the
Contractors with the Colonial Treasurer for expenditure in New Zealand, the Government retaining
any unexpended moneys ; and for plant in transitu or course of manufacture, the agreed cost thereof
with all charges and expenses, but without any percentage for profit. All such payments to be in
Government debentures having thirty years to run, with interest at 5 per cent.
i The Government are to grant to the Contractors such land and so situate as the Government
think fit, at therate of three-fourths of an acreper £1 of the cost of the railways and plant, one-fifth
only of which land need be suitable for settlement and for settlers to take immediatepossession of.
Such portions of this one-fifth as maybe required for immigrants are to be granted as required, and the
residue in respect of each section of railway on the completion thereof. When a railway is decided
upon, the lands out of which the grant is to be made are to be set apart, and the Government are to
allow the Contractors, so far as they can conveniently, to occupy the land in the meantime.

From the opening of a railway until the expiration of forty years, or the purchase thereof by the
Government at an earlier period, and until paymentof thepurchase money, the Government are to pav
to the Contractors in England such a sum as, with the net receipts from all the railways in the
Contractors' hands, then open for traffic,after defraying all working expenses, maintenance, and other
out-goings properly chargeable againstrevenue, will give the Contractorsa dividendat therate of £5 ss.
per cent, per annumon the aggregateamountof the total cost of all the same railways and their plant, as
appearing by the capital accounts of therespective railways, after deducting all sums paid by the Govern-
ment for subvention, within four months after the examinationand approval by the Government of the
half-yearlyrevenueaccounts. Whensuch net receipts are sufficient to pay a dividendexceeding8 percent,
on the aggregate cost ofall the saidrailways and plant, after deductingthe subvention, the excessthereof
is to be applied to recoup any advances made by the Government under their guarantee, exceeding
interest at the rate of £5 5s per cent, per annum, with interest at 5| per cent., and subject thereto, is
to be divided equally between the Government and the Contractors.

The Government are to pav to the Contractors in part payment of the purchase moneys, a sub-
vention equal to one-third of the cost of the railway and plant as follows :—-When any moneys are
paid out to the Contractors from the funds deposited by them with the Colonial Treasurer, a sum
equal to one-sixth of the amount so paid out is also to be paid to them on account of the subvention,
and when any manufactured materialsor plant are placed or deliveredupon arailway, the Government
are to pay to the Contractors a sum equal to one-sixth of the value thereof according to the certificate
of the GovernmentEngineer, such paymenton account not to exceed one-half of the subvention, until the
completion of each section, when the balance of the subvention in respect thereof is to be paid.

At the expiration of forty years the Government are to, and they may at any earliertime,on giving
twelve months' Tiotice, purchase the right and interest of the Contractors in any railway or any section
thereofcompleted and open for traffic, and the plant belonging thereto ; the price to be the total cost
thereof as appearing by the capital account so approved as aforesaid, deductingtherefrom the amount
of any deterioration in value through wear and tear or want of repair, and giving credit for the sums
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paid for subvention. The Contractors are to give up possession,with all plans, sections, and documents
relating thereto.

If before the Government purchase the railways the Contractors wish to issue debentures, the
Government are to furnish a statement showing what sum the Government is entitled to have allowed
on account of the subvention, but the Government are not to be deemed thereby in any way to
guaranteeany debentures.

Within ten years after the commencement of anyrailway, the Contractors are to landnot less than
10,000European immigrants, to be approved of by a Government, officer before sailing from Europe,
in not less than thefollowingproportion :—First year, 500 ; second year, 750 ; thirdyear, 1,000 ; fourth
year, 1,000 ; fifth year, 1,000; sixth year, 1,000 ; seventh year, 1,250 ; eighth year, 1,250 ; ninth year,
1,250 ; and tenth year, 1,000. The Government to pay for each immigraut so landed, whether or not
employed on the railways, £1 in the month of December in each year for ten years from the time when
each immigrant landed, unless in case of death or ceasing to reside in the Colony.

To encourage improvements the Governmentare to guaranteemortgagebonds, with interest not
exceeding5 per cent., for not exceeding ten years, to an amount not exceeding one-half of the moneys
expended, to the satisfaction of tho Government officers, in such improvements as may be approved by
the Government; such bonds not to exceed £500,000. The Government to have all the, mortgagees'
rights to recoup themselves for any moneys paid under such guarantee.

The special provisions relating to arrangement No. 2 areas follows :—The Government are, with all convenient despatch, to entrust to the Contractors the making and
providing railways and plant to cost £500,000, and the Contractors are to make and provide the same.
The Governmentare, during theconstruction of the railways, to pay interest at therate of5J- per cent,
per annum, on the last days of Juneand December in each year, on all moneys deposited with the
Colonial Treasurer for expenditure in New Zealand, and on all the moneys expendedby the Con-
tractors in England for manufactured materials or plant.

The military, police, and other forces, when proceeding on duty, and the public mails, are to be
carriedfree of charge.

In case of forfeiture of therailways, the Government are not to pay for the Contractors' working
plant, &c, but are to pay as follows :—Firstly, for any completed sections and plant belonging thereto,
the same sum as on purchase. Secondly, for any uncompleted sections, such a sum as will be equal to
the sums deposited with the Colonial Treasurer for expenditurein Now Zealand, the Government
retaining any unexpected moneys. And, thirdly, for plant in iransitu or course of manufacture, the
agreed cost thereof, with all charges and expenses, but without any percentage for profit. The pay-
ments firstly and third]}- mentioned to be in Government debentureshaving thirty years to run, with
interest at 5 per cent., and thepayment secondly mentioned,by a grantofa Government Annuity at 5 \
per cent., for the residue of the term of thirty-five years, computed from the commencement of the
railway or sections.

When the railway, or any section thereof, is completed and open for traffic, the same is to be
demised to the Contractors for ninety-nine years, at the nominal rent of one shilling per mile, and at
the expiration or sooner determination of the term, is to revert to and becomethe property of Her
Majesty.

The lease is to contain all reasonable and necessary covenants,with a forfeiture clause, but
subject to a condition that if, within eighteen calendar months after taking possession, the Government
shall, by perception of profits or other means, have been satisfied or compensated in respect of the
grounds of forfeiture, the Contractors are to be reinstated.

From the opening of any railway or section for public traffic, the Government are to pay to the
Contractors half-yearly, in England, until the expiration of thirty-fiveyears from the commencement
of such railway, or the purchase of the railways at an earlier period, and until the payment of the
purchase money, such a sum as, with the net receipts from all the railways in the Contractors' hands
then open for traffic, after paying all working expenses, maintenance, and other outgoings properly
chargeable against revenue, will give the Contractors a dividend at the rate of 5^- per cent, per
annum on the aggregateamount of the total cost of all the same railways and their plant, as appear-
ing by the capital accounts of therailways respectively, within four months after the examination and
approval by the Government of the half-yearlyrevenue accounts. When such net receipts are more
than sufficient to pay such dividend at"the rate of sg- per cent., the excess is to be first applied in
recouping to the Government any sums paid for working expenses, with interest at 5J per
cent., and the balance divided, one-fourth to the Government and three-fourths to the Contractors,
until the Government are recouped all advances under their guarantee,with a like interest thereon,
when the Contractors are to take all the profits.

At any time within twenty years after the completion of anyrailway, or any section thereof, the
Government may, on giving twelve months' notice, purchase the right and interest of the Contractors
in the railway, or section, and its plant; the price to be the total cost thereof, as then appearing by
the capital account so approved as aforesaid, deductingtherefrom theamountof any deterioration in
value through wear and tear or wantof repair.

1 have, for the sake of brevity, usedtheword " Government," although in the Contracts distinctions
are drawn between the Governor and the Minister orPresident of the Department of Public Works.

I will now shortly state the terms under which railways are constructed in India :—
The Railway Companies select their own lines of railway, and, of course, select onlv those which

are likely to be most remunerative, not regarding what maybe required to develop the resources of
the country. They are under no restrictions as regards the cost of therailways, but whatever sums
they expend in construction areallowedas between themselves and the Government. They pay their
capital to the Indian Treasury as fast as they think fit, and the Government pay 5 per cent, interest
from the time of such payment, paying out the moneys as wanted, but continuing to pay interest.
Having made their own selection of lines, the Companies take upon themselves the risk of working
expenses, and the Government covenant to pay them 5 per cent, interest on all their capital.
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The profits are applied, first, in exoneration of the covenant of the Government to pay interest,
and one moiety of the surplus is applied to recoup moneys previously advanced by the Government
under their guarantee, with interest at 5 per cent., and subject thereto all the profits belong to the
Eaihvay Companies.

The railways are granted to the Companies for ninety-nine years, and the Government have the
right to buy them up only at the expiration of the first twenty-five or fifty years, when they have to
repay to the Companies the marketvalue of all their capital, according to the last three years' average
price of the stock or shares, taking over all their propert}^. The Companies, however, have the privilege
ofrelinquishing their undertaking at any time during the ninety-nine years, in which case the Govern-
ment have to repay theircapital.

It will thus be seen that the Contracts you have secured for the New Zealand Government giveto
that Government advantages which the Indian Government have not obtained. The New Zealand
Government hr.ve the absoluteright of selection of the lines of railway, and may choose those best
calculated to develop the resources of the Colony, irrespective of the question of immediate profit;
nevertheless, very properly taking upon themselves any risk of the railways not paying their working
expenses, whereas the Indian Government have no such advantage.

The cost of the railways in NewZealand is limited to the net prime cost, with a simple addition
of 5 per cent, only for Contractors' profits, whereas there is really no limitation as to cost in the
Indian Contracts.

The New Zealand Government may alter the lines during construction in any way that they may
think fit, which is a privilege not accorded the Government in the case of the Indian railways.

The New Zealand Government maypurchase, at any time they think fit, under arrangementNo. 1,
within forty years, and under arrangement No. 2, writhin twenty years, any of the railways or any sec-
tions of any of the railways opened for traffic, with the plant belonging thereto, and at the bare cost of
the same, with 5 per cent, only for Contractors' profits, and with deductions in respect ofany deteriora-
tion in value ; whereas the Indian Government can only bujr up the whole ofarailway at certain stated
periods of twenty-five andfifty years, and have then to pay the full value of all the stock or shares of
the Company according to the average of the three preceding years, which, in the case of railways
selected by promoters, will probably be, at that distance of time, at a very considerablepremium.
Moreover, the Eaihvay Companies can at any timerelinquish their undertakings, and call upon the
Government to repay their capital.

I think you may fairly congratulate yourself that your protracted and most difficult negotia-
tion with Messrs. Brogden and Sons has been brought to so satisfactorya termination, and that there
has been deposited by them securities for the sum of £25,000, as a guarantee for the carrying out of
the obligations they have entered into.

From the many questions raised by Messrs. Brogden from time to time, and from the extreme
reluctance with which they concluded the arrangements, I must confess I doubted very much whether
the Contracts would have been completed and executed; and I cannot but feel that it was only owing
to your excellent diplomacy that (although at the very last moment) the arrangements were
brought to a satisfactory conclusion.

I have, <fcc,
The Hon. the Colonial Treasurer. John Mackbell.

Mr. J. Dennistoitn Wood's Opinion.

The Gotethjok of New Zealand and Messes. John Bbogdex and Sons,—The Colonial Treasurer wishes to be advised by Counsel as to the relative advantages (ifany)
which, in the opinion of Counsel, may have been secured to the Governor of New Zealand by the
Contract's entered into by Messrs. Brogden, as compared with those entered into by the Secretary of
State in Council with Railway Companies for the construction of railways in India.

Mr. Denistoun Wood is thereforerequested, by reference to theseContracts and the accompanying
print of one of the Contracts entered into by the Government of India, to advise accordingly.

21, Cannon Street, 28th June, 1871.
Opinion.

In comparing the two Contracts into one or both of which it is intended that the Governor of New
Zealand shall enter on behalf of the Colony, with the Contract madebetween the East India Company
and the Scinde Eaihvay Company, I will first of all remark upon the remuneration to be paid to
the Contractors, which may be considered under the two heads (1) of payments to be made not in the
nature of purchase money, and (2) of the terms of purchase.

As regards thefirst head:—The East India Company guarantees interest to the Eaihvay Company
at the rate of 5 per cent, upon the capital expended by it. The interest guaranteedby the Government
of New Zealand is somewhat higher, being 5} under Contract No. 1, and 5J- under ContractNo. 2 ;
but, on the other hand, under the Indian Contract the Governmentpays interest on the capital from the
day on which it was paid into the Treasury, and of the estimatedprobable expenditure of £500,000 no
less a sum than £270,845 Bs. 9d. was so paid or taken to have beenpaid before the date of the contract,

'whereas,under Contract No. 1, interest is not payable in respect of any section until it has been opened
for traffic ; and, under Contract No. 2, interest is payable only from the time when the amount which
according to estimate will be expended in making the railways during the next three months, is
deposited with the Colonial Treasurer, or, in the case of materials orplant purchased in England, only
from the timewhen thepurchase money is paid. Again, under the Indian Contract, only one-halfof the
profits is to be applied inrepaying the Government the sums previouslypaid by it under the guaranteeof
interest, the other half belonging to the Eaihvay Company; and when the whole of the sums paid by
the Government under the guaranteehave beenrepaid, then the whole of theprofits are to belongto
the Company; whereas, under Contract No. 1, although it is certainly not until theprofits exceed 8
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per cent, that they are to be applied in repaying the Government the sums paid by it under the
guaranteeof interest,yet,when this occurs, the whole amount by which the profits exceed 8 per cent, is
to be so applied, and when the Government has been repaid, the amountof such excess is to be equally
divided between the Government and the Contractors, instead of belonging entirely to the latter, as
under the Indian Contract and under Contract No. 2 ; when the profits exceed 5^ per cent, the whole
of the excess is in like manner to be applied in repaying the Government any sums paid by it under the
guaranteeof interest exceeding5^ per cent., and when these sums have been repaid, one-fourth of the
excess is to belongto the Government until all its advances under the guaranteehave been repaid with
interest.

As regards the terms of purchase, it is to be observed that, under the Indian Contract, the pur-
chase money is to be " the full amount of the value of all the shares or capital stock calculated
according to the mean market value in London of such shares or stock during the period immediately
preceding the expiration of theperiod of twenty-five years or fifty years," at which alone theEast
India Company had the right to purchase. The shares may have risen considerably above par, and it
is quite possible that the belief of an intention on the part of the Governmentto purchase, mayof itself
raise the value of shares above what it otherwise would be, and so increase the amount of thepurchase
money. Under both the New Zealand Contracts the purchase money is to be merely the amount of the
capital expended by the Contractors in making the railways and providing the plant, with a profit of
5 per cent, added, after makinga deductionfor the deterioration in value of the lines and plant, through
wear and tear and want ofrepair.

It would, however, be improper to omit reference to the fact that, under Contract No. 1, the
remuneration of the Contractors doesnot consist solely in money payments, as they are to receive a
grantof three-quarters of an acre of land for every pound expended by them in making the railways
andproviding plant. As to this, it may be pointed out that if the opening up of railway communica-
tion shallrender the grant of land valuable to the Contractors, it must, of course, have a likeeffect
upon the greatly larger extent of land retained by the Government, so that if, on the one hand, the
Contractors receive an advantage which they do not enjoy under the Indian Contract, on the other
hand the Government of New Zealand will derive,from the enhancement in the value of its waste lands,
an advantage which the Indian Government will not derive,or at all events not nearly to the same
extent. It is to be further remarked that for the remuneration given to the Contractors under
Contract No. 1, consisting as it does partly in money payments and partly in grants of land, they bind
themselves not merely to make the railways and supply the plant, but also to introduce 10,000 immi-
grantson terms which appear to be very advantageous to the Government, as, instead of paying a
lump sum on the arrival of each immigrant, it is required only to make ten annual payments of£1
each, and these payments are to cease if the immigrant diesor ceases to reside in the Colony.

As I have already incidentally mentioned,under the Indian Contract the Government can purchase
only at the expiration of twenty-five or fifty years from the Ist of May in the year in which the
contract was made, whereas the Government of New Zealand may purchase, under Contract No. 1, r.t
any time within forty years from the commencement of the making of a railway, or, under Contract
No. 2, at any time within twenty years from the completion of a railway.

The comparison, between the New Zealand Contracts and the Indian Contracts, as regards the
terms of the purchase, would be imperfect if I were to omit to point out that under the latter the
Government becomes the owner of the railway without purchase at the end of ninety-nine years,
supposing that it has not purchased at the expiration of the twenty-five or fiftyyears, whereas it is only
under Contract No. 2 thata like privilege has been accorded to the Government of New Zealand; the
Government, under Contract No. 1, being bound to purchase at the expiration of forty years, if it has
not sooner done so. It is, however, unlikely—having regard to the policy of the Australian Colonies,
in which the Government is almost universally the owner of the railways—that the Government of
New Zealand would not acquire the railways at as early a period as possible, so that a provision as to
a reversionary interest at the end of ninety-nine years would be practically of little value.

There are other advantages which the New Zealand Contracts appear to possess over the Indian
Contract. Under it the Company may at any time, after a portion of the railway has been in work
for three months, call on the Government to accept a surrender of the undertaking and pay the whole
of the capital then expended by the Company ; under the New Zealand Contracts the Contractors have
no such rights.

Under the New Zealand Contracts the cost of making each section is to be determinedbetween
the Contractors and the Government before the former enter upon it; and this cost they cannot exceed,
unless the Government should order alterations or deviations, and in that case the cost of them is
fixed by a schedule of prices previously agreed upon. Under the Indian Contract the Government
seeks to limit the expenditure by the somewhat complicated arrangement that the Company is to make
no contract and enter upon no undertaking not previously sanctionedby the East India Company.
This almostamounts to the Government becoming arailway contractor.

The Indian Contract fixes the termini of the railway (although there is a power to limit or extend
the route), and under the New Zealand Contracts the Governmenthas the absoluteright of determin-
ing the lines ofrailway.

June 29, 1871. J. Dennistoun Wood.

Notice as to the Securities Deposited.
To the Directors and Managers or the Bank of New Zealand,—

I hereby, on behalfof Sir GeorgeFerguson Bowen, G.C.M.G., the Governor, and ofthe Honor-
able Julius Vogel, the ColonialTreasurer of Her Majesty's Colony of New Zealand, give you notice that
the securities which were deposited with you by Alexander Brogden, Esquire, M.P., Henry Brogden,
and James Brogden, all of No. 4, Queen's Square, in the City of Westminster, railway contractors, on



MR. VOGEL'S MISSION TO ENGLAND. 47 A.—No. 6.

Appendix E

Kailways.

or. about the 23rd day of June instant, were by articles of agreement dated the 26th day of June,
1871, and made or expressed to be made between the said Sir George Ferguson Bowen of the one
part, and the said AlexanderBrogden, Henry Brogden, and James Brogdeu, of the other part, declared
to have been so deposited for and on behalf of the said Colonial Treasurer, on behalf of the said
Governor, and for thepurposes expressed and declared, or referred to in and by the same articles of
agreement. And Ido hereby accordingly give you further notice, and require you to hold all sucji
securities respectively for and on behalf of the said Governor and Colonial Treasurer, and not to part
with the same or any of them, or any part thereof respectively, without the express direction or
consent in writing of the Governor or Colonial Treasurer for the time being of the said Colony of
New Zealand, or the Agent-General of the said Colony in England for the time being, except on
payment to you of the sum of twenty-five thousand pounds.

Dated this 28th day of June, 1871. Joiin Mackeell,
21, Cannon Street, London, Solicitor, acting

for and on behalf of the said Governor
and Colonial Treasurer.

On behalf of the Bank of New Zealand I accept this notice, and acknowledge that the securities
deposited with the Bank by Messrs. John Brogden and Sons are held by the Bank on behalf of the
Governor and Colonial Treasurer of New Zealand, on the terms stated in the agreement mentioned in
this notice.

For the Bank of New Zealand,
A. Lakkwobthy,

London, 28th June, 1871. Managing Director.

The securities referred to in this notice arepromissory noteof Messrs. John Brogden and Sons to
Bank of New Zealand on demand, for £14,000, ditto for £11,000, total£25,000; and lease, Queen to
Messrs. Brogden, of coal, ironstone, &c, within the Manor of Ogmore, in the County of Glamorgan,
Duchy ofLancaster, dated 30th August, 1865.—A.L.

The Hon. Mr. Vogel to the Secbetaey of State for the Colonies.
Mt Loed,— Charing Cross Hotel, London, 3rd June, 1871.

I have the honor to inform your Lordship that, on behalf of the Government of New Zealand,
I am about to make an arrangementfor the constructionof railways in that Colony.

Under that arrangement, it may from timeto time be necessary that umpires should be appointed
to act in cases of arbitrationas to the prices to be paid for different works, and as to other questions
arising out of the agreement.

It is desirable that such appointments should be made outside New Zealand.
I have, therefore, to ask, whether your Lordship will permit the Governorsof Victoria, New South

Wales, South Australia, Queensland, and Tasmania, respectively, to appoint an umpire or umpires
when required, leavingit to the discretion of the Government of New Zealand to make the request to
any one of their Excellencies to do so.

Of course the Government of New Zealand will undertake to pay all the expenses in connection
with any such appointment.

I have, &c,
The Eight Hon. the Earl ofKimberley, &c, &c. Julius Vogel.

Mr. R. H. Meade to the Hon. J. Vogel.
Sib,— Downing Street, 10th June, 1871.

I am directed by the Earl ofKimberley to acknowledge your letter of the 3rd instant, and to
inform you that the Governor of each of the Colonies you mention will be requested to comply with
any application he mayreceive from the Government of New Zealand for the appointment of an umpire
or umpires in the event of any questions arisingwhich might call for arbitrationunder the arrangement
you are about to make for the construction of railways in New Zealand.

I have, Ac,
Julius Vogel, Esq. B- H. Meade.

Messrs. Bbogden find Sons to the Hon. J. Vogel.
Sib,— 4, Queen Square, Westminster, S.W., 21th June, 1871.

We intend at once to send out rails, engines, goods waggons, and other plant for the New
Zealand railways, to the extent of about twenty-five thousand pounds, and we have the honor to
request that you will name some Engineer in England with whom we can communicate, and who will
be authorized to approve the specifications, and inspect and pass the material when ready for shipment.

We have, &c.,
The Hon. J. Vogel, Charing Cross Hotel, W.C. John Bkogden and Sons.

The Hon. J. Vogel to Messrs. Bbooden and Sons.
Gentlemen,— Charing Cross Hotel, London, 24th June, 1871.

I have the honor to acknowledge the receipt of your letter of this day's date, respecting a
proposed shipment by you, to New Zealand, of certain railway plant and material, and the appoint-
ment of an Engineer to inspect the same.
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In reply, I have the honor to enclose to you a copy of a letter on the subject, which I have
addressed to Mr. A. O. Ottywell, of 16, Charing Cross, who has recently been acting onbehalf of the
Government of New Zealand as to railways in Canterbury.

I have, &c,
Messrs. John Brogden and Sons. . Julius Vogel.

The Hon. J. Vogel to Mr. Ottywell.
Sir,— Charing Cross Hotel, London, 24th June, 1871.

Under the terms of a contract entered into with Messrs. Brogden and Sons, those gentlemen
propose to ship certain railway materials and plant to New Zealand, and have applied to me to appoint
an Engineer to inspect and approve of the same.

I have, therefore, the honor to request that you will move Mr. G-. W. Hemans, C.E., to prepare
specifications, or to consider specifications submitted by Messrs. Brogden and Sons ; and, if he thinks
it right so to do, to approve of the same. In either case, Mr. Hemans will inspect, and certify
respecting, the plant and materialbefore they are shipped.

It is proposed to send out—Hails, suitable for light railways ; engines; and goods waggons:
the total value not to exceed £25,000. You should consider that the gauge is to be 3 feet 6 inches,
and that the railways are to be light—say, to cost from £3,000 to £5,000 a mile.

As this is business in the nature of that which Mr. Hemans contemplated, I beg you will arrange
with him thathis charges shall be limited to 1| per cent.

You willbe so good as at once to place yourself in communication with Messrs. Brogden on the
matter generally. I have, &c,

A. O. Ottywell, Esq.. 16, Charing Cross. Julius Vogel.

The Hon. J. Vogel to Messrs. Brogden and Sons.
Gentlemen.— Charmg Cross Hotel, London, 26th June, 1871.

I have the honor to enclose to you copy of a letter which I have this day addressed to
Mr. A. O. Ottywell, pf 16, Charing Cross.

I have, &c,
Messrs. John Brogden and Sons. Julius Vogel.

The Hon. J. Vogel to Mr. Ottywell.
Sir, — Charing Cross Hotel, London, 26th June, 1871.

Referring to my letter of the 24th instant, as to certain railway plant and materials to be
shipped to New Zealand by Messrs. Brogden and Sons, and as to the services in connection therewith
which you are to move Mr. G-. "W. Hemans, C.E., to render,

I "have the honor to add, that when tenders are received by Messrs. Brogden and Sons, and
submitted to Mr. Hemans, he is to consult those gentlemen, and to come to some determinationwith
them as to the tender or tendersto be accepted.

I have, Ac,
A. 0. Ottywell, Esq., 16, Charing Cross. Julius Vogel.

The Hon. J. Vogel to Mr. Morrison.
Dear Sib— New York, U.S., 10th July, 1871.

The shortness of my stay in London, after the contract with Messrs. Brogden was signed, did
notpermit me time to write to thank you for the cordial assistance you rendered me throughout the
protracted negotiations with those gentlemen.

I now, therefore, take the opportunity of conveying to you my thanks for that assistance, as also
for the readiness with which you lent me your valuable services for other purposes during my stay in
London. I am, &c,

John Morrison, Esq. Julius Vogel.

The Hon. J. Vogel to Mr. J. Morrison.
My deae Mr. Morrison,— San Francisco, Cal., 20th July, 1871.

Many thanks for your letter of June 29th, and for the copy of advertisementsenclosedin it.
I have received safely the letter from Mr. Mackrell, and its enclosures.
In reply to your question, whether you are at liberty to use the explanation I gave you orally as

to the reason why I referred Mr. Brogden to Mr. Ottywell instead of to yourself, I have to say that
you are fully at liberty to use that explanation. I may add, that it was only in the hurry of the
moment it occurred to me to employ Mr. Ottywell, and that if I had had time to think overthe
matter, I should certainly have referred Mr. Brogden to you, leaving it to you to make arrangements
with Mr. Ottywell. I have, further, explicitly to assure you that it was only in consequence of my
having been brought into contact with Mr. Ottywell in respect to Canterbury matters, for similar
purposes, that the idea of employing him upon the occasion in question occurred to me. Nothing was
further from my mind than the idea of putting any slight upon yourself. Indeed, I had reason to be
very much obliged to you for the great zeal you showed throughout the negotiations with Messrs.
Brogden.

I am, &c,
John Morrison, Esq. Julius Vogel.
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APPENDIX F.

IMMIGRATION.
Colonel the Hon. W. Fielding to the Hon. J. Vogel.

Sir,— 23, Brook Street, W., 12th May, 1871.
With reference to the interviews which I have had with you, on the proposed operations of

the Emigrants and Colonists' Aid Corporation in New Zealand, in concert with the Colonial Govern-
ment, and as it appears that your Government is desirous to encourage an extensive emigration from
the United Kingdom in connection with the settlement of its waste lands and theconstruction of
works of public utility, I have the honor to request that you will inform your Government thatI am
about to visit the Australian Colonies, with full powers to carry out the objects of the Corporation ;
and that, if agreeable to your Government, I would proceed to New Zealand to open negotiations with
them, with the view of making definite arrangements for the attainment of that which they so much
desire, through the intervention of the Corporation.

I expect to be in Queensland about the beginning of July, and to remain there about two months.
My address willbe, " Government House, Brisbane," where I shallbe glad to receive a communication
from the Government of New Zealand.

I have,&c,
Hon. Julius Vogel, &c. W. Fielding, Colonel.

The Hon. Mr. Vogel to the Hon. Colonel Fielding.
Sie,— Charing Cross Hotel, London, 13th May, 1871.

I have the honor to acknowledge the receipt of your letterof yesterday's date, in which you
refer to the various interviews we have had, and you inform me of the time about which you will be
able to visit New Zealand.

In reply, I have the honor to state that I will lay before my Government your letter,and I do
not doubt that they will gladly avail themselves of your offer to visit New Zealand.

I have, &c,
Colonel the Hon. "W". Fielding, &c. Julius Vogel.
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