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1875.

NEW ZEALAND.

NEGOTIATION OF £4,000,000 LOAN,
(CORRESPONDENCE RELATIVE TO THE).

Presented to both Houses of the General Assembly by Command of His Excellency.

No. 1.
The Loan Agents to the Hon. the Colonial Secretary.

Sir,— London, 19th March, 1875.
We have the honor to acknowledge the receipt, by the hands of the Hon. Julius Vogel, of the

Order in Council, dated 10th September, 1874, appointing that gentleman and ourselves joint agents
for raising four millions sterling under the Immigration and Public Works Loan Act of 1874.

As the order referred to contained no direction as to the date at which the Government desired
us to negotiate, nor any intimation as to whether we were expected to place the loan upon themarket
by one or more operations,we were necessarily governed upon these points by Mr. Vogel, and from
him we learned that the liabilities of the colony were such as to render it advisable that the whole
amount authorized by the Act should be disposed of by one operation.

Being aware that a portion of the last issue of New Zealand debentures was still in the hands of
speculators, and that the demand for those securities was of a very limited character, it was evident to
us that it would be hopeless to expect the open market to at once absorb so large an amount, and we
had therefore no alternative but that of resorting to a contractor or syndicate.

To forsake the old channel through which your loans have hitherto been so successfullyplaced
upon the London market, and to resort to either of these expensive, and by no means popular, agencies,
for dealing in loans, was a step that nothing could have justified our acceding to but the absolute
necessity under which we were placed of immediately raising (or procuring a guaranteeprice for) at
least double the amount that the public were prepared to lend.

Of the two agencies named, we should have preferred the syndicate, as presenting to the public
no apparent deviation from previous practice, and as being in all probability less costly; but after
breaking off our first negotiations with Messrs. N. M. Rothschild and Sons, because they declined to
give more than 88 net for a 4_ per cent, loan, wefound a syndicate unwilling to guaranteean acceptable
price for more than one-half the amount required, and we had consequently to revive our negotiations
with Messrs. Rothschild, which resulted in their accepting our offer at 91 net.

The enclosed copy of contract entered into with that firm, and copy of advertisement enclosed,
will place you in possession of the terms upon which we have disposed of debentures representing four
millions sterling, redeemableat par, in not less than five nor more than thirty years from the Ist of
February, and bearing interest from the Ist ofMarch, 1875, at the rate of 4\ per cent, per annum.

The reasons whicb originally led to the adoption of 4:_ per cent, as the rate of interest most
advisable for New Zealand loans, have been fully explained in previous correspondence, and it is only
necessary here to add that recent experience has tended to confirm ourbelief in the wisdomof adopting
that rate.

From the documents just referred to, it will be seen that the loan has been negotiatedat arate
which, after deducting allowances and commission, will secure to the Government ofNew Zealand a
net sum of about £91 in moneyfor every £100 of debt incurred.

At this rate the borrowers will pay (exclusive of the loss on redemption) about £4 18s. lid. per
cent, per annum for the money obtained, and the lenders will receive (exclusive of gain onrepayment)
about £4 17s. per cent. ; the difference being due to the expense attending the issue.

We have been informed by Messrs. Rothschild that they have allotted the whole £4,000,000, and
the enclosed return shows the amount paid to the credit of the New Zealand Public Account at the
Bank of New Zealand up to the present date.

I—B. 5.
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As the value of moneyon short loans in the open market is less than that allowedon instalments
paid in anticipation of the dates prescribed by the contract, it is probable thata still further amount
will be paid in advance.

Out of the money so received, we have already paid off £280,000 of temporary advances obtained
from the Bank of England on the security of guaranteed debentures, and we purpose paying the re-
mainder (amounting to £380,000) at intervals, as it falls due, between this and the 15th May next.

Having freed these securities from all liability, they willbe placed on deposit, as before, in tho
Bank ofEngland, subject to the joint order of any two of the Loan Agents, to be dealt with as the
Government of New Zealand may hereafter direct.

Had circumstances permitted us to negotiate the loan in two equal parts, with an interval of nine
or twelve months between them, we believe that we could with success have appealed direct to the
public, with a very considerable saving to the Colonial Exchequer, and withtheprobable advantage that
only a comparatively small portion of the loan wouldhave fallen into the hands of speculators. Under
the present arrangement, we are ignorant as to the character and number of the subscribers, and as to
the amount actually taken up by thepublic ; but reports current in well-informed circles incline us to
believe that the greaterpart of the loan is now held on speculation, and will for a long time to comebe
pressed upon the marketwhenever remunerative sales can be made.

Until that process is ended, if our surmise be correct, it appears to us, so far as it is possible to
judge of the future, that the Government of New Zealand will act wisely in abstaining from all
attempts to place upon this market any further loans.

The most immediate effect of the line of action that we have adopted appears in the depreciated
value of the new debentures. The net market price of the New Zealand 4_ per cents on the Ist
February was 97, whereas (without any change for the worse having taken place in the money
market in the interval) therate at which the public were invited to subscribe for the new loan was 94,
with deferredpayments, virtually reducing it to 93.

This depreciation of4 per cent, below the previously existing price, with certain rebates in the
shape of commission, was the highest point at which the contractors would undertake to guarantee the
taking up of the loan ; and these conditions were considerably more advantageous than we were at one
time led to expect.

The terms upon which this transaction has been carriedout appear to us, indeed, to be exception-
ally favourable, when it is considered how recently the previous loan was negotiated, how large is the
present operation, and how prejudicial were the circumstances by which it was surrounded.

Comparing this negotiation with those for identical securities which have preceded it, and
excluding from the calculations the incidental expenses—such as printing, advertising, stamping, &c,
which are in much the same proportion in all cases—the results are as follow, viz.:—

£ s. d.
Price realized on £500,000 4-_ per cents sold in January, 1874,

after deducting commission andbrokerage ... ... 97 4 2
Price realized on £1,500,0004_ per cents sold in May, 1874, after

deducting commission and brokerage ... ... ... 95 4 2
Price realized on £4,000,000 4_ per cents sold in March, 1875,

after deducting commission and brokerage ... ... 91 0 0
On the first of these loans acharge of £2 15s. lOd. per cent, on

the whole amountwill fall on the Government at maturity,
equal to ... ... ... ... ... ... 13,958 0 0

On the second, £4 15s. lOd. per cent. ... ... ... 71,875 0 0
On the third, £9 per cent. ... ... ... ... ... 360,000 0 0

In disposing of more of the colony's securities than the market was able at once to absorb, it
became absolutely necessary to make such areduction in price as might on the one hand, if possible,
tempt the general public largely to invest their money in these debentures, or as might on the other
hand induce speculators to purchase them with the prospect of selling hereafter on beneficial terms.
It must be remembered, however, that the higher price (£97) was on retailed transactions, relating to
small sales of £500 and upwards ; whereas the lower price (£94, virtually representing £93) was a
wholesale one, put forward with a view of inducing subscriptions to the extent of £4,000,000 sterling.

We regret extremely that Mr. Vogel so far dissents from the opinions expressed in this report as
to decline joining in it. We understand, however, that he will express his views in a separate report,
and we have thought it right to furnish him with a copy of this, though we regret that the time
occupied in trying to reconcile conflicting opinions has rendered it impossible for us to do this until
the afternoon of this day.

We have, &c,
P. G. JULYAN, "1
I. E. Featherston, > Loan Agents.
W. C. Sargeaunt, )

The Hon. the Colonial Secretary, Wellington, N.Z.
P.S. —A copy of a letter addressed to Mr. Vogel, enclosing a copy of this report, is herewith

transmitted.

Articles of Agreement entered into this twenty-sixth day of February, one thousand eight hundred
and seventy-five,between the Government of the Colony of New Zealand, by their duly con-
stituted Loan Agents, whose names are hereunto subscribed, of tho first part, and Baron Lionel
Nathan de Rothschild and Sir Anthony de Rothschild, of New Court, St. Swithin's Lane, London,
trading under the firm of Messieurs N. M. Rothschild and Sons, of tho second part.

Whereas by an Act of the General Assembly of the Colony of New Zealand entitled " The Immi-
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gration and Public Works Loan Act, 1874," the Governor of the said colony in Council was
authorized to raise a loan of not exceeding four million pounds, and to appoint any two or more
persons he might think fit to be Agents for raising and managing the said loan : And whereas the said
Governor in Council, by an Order made on the tenth September, one thousand eight hundred and
seventy-four, hath ordered and directed that the sum of four million pounds shall be borrowed and
raised under the said Act, and hath duly appointed the undersigned, the Honorable Julius Vogel,
William Charles Sargeaunt, and Isaac Earl Featherston, and Sir Penrose Goodchild Julyan, to act as
such Agents as aforesaid : And whereas theparties of the second part have proposed, on or before the
tenth March, one thousand eight hundred and seventy-five, to obtain purchasers of the sum of not
less than three million pounds, part of the said loan, and on or before the tenth March, one thousand
eight hundred and seventy-six, to obtain purchasers of the balance of the said loan, on the terms and
conditions hereinafter mentioned : Now these presents witness that for the considerations herein
appearing it is hereby mutually agreedby and between the parties hereto in mannerfollowing, that is
to say,—

1. The parties of the second part will procure purchasers for the full amount of the said loanof
four millionpounds at the price of ninety-four pounds for every one hundred pounds, on terms of the
payment of four pounds on application and ten pounds on allotment, and the balance by five instal-
ments, payable as follows, that is to say,'—An instalment of twenty pounds per cent, on the nominal
amount purchased on the seventh April, and instalments each of fifteen pounds per cent, on such
amount on thefourth May, the seventh June, the seventh July, and the ninth August, all in the year
one thousand eight hundred and seventy-five,with an option to the subscribers to pay up such balance
on or before the tenth March, one thousand eight hundred and seventy-five,less a discount of one
pound per cent. In respect of any of the one million pounds of the loan not purchased on or before
the tenth March, one thousand eight hundred and seventy-five, the balance beyond fourteen pounds
per one hundred pounds is to be payable by instalments at equally deferred dates, with an option to
pay up such balance with the fourteen pounds per cent., less a discount of one per cent. In the event
of any instalment not being punctually paid, interest thereon is to be charged at the rate of five
pounds per cent, per annum, and the parties of the first part are to have the option, by their Loan
Agents or any two of them, of declaring the allotment and scrip certificate, and all payments made on
account, absolutely forfeited. Any instalment may be prepaid at a discount at the rate of five pounds
per cent, per annum.

2 The loan is to carry interest at four and a-half per cent, per annum from first of March, one
thousand eight hundred and seventy-five,and to be paid off on the first February, one thousand nine
hundred and five, at the office of the Crown Agent for the Colonies, with theoption to the parties of
the first part to redeem the bonds on the first February or first August in any yearafter one thousand
eight hundred and seventy-nine at par.

3. The bonds are to be in sums of one thousand pounds, five hundred pounds, two hundred
pounds, and one hundredpounds as may be required, and are to be similar to those issuedby the said
Government in one thousand eight hundred and seventy-four, and are to have attached coupons for
the interest, payable half-yearlyon first August and first February, at the offices of the said Crown
Agents, the first coupon to be for five months' interest only; but if the whole amount of the loan be
not purchased on or before the tenth day of March, one thousandeight hundred and seventy-five, the
purchasers of any part of the one million pounds not so purchased shall pay on allotment to the parties
of the first part the interest which shall have accrued on the debentures between the tenth of March,
one thousand eight hundred and seventy-five, and the date of payment of the fourteen pounds per one
hundred pounds.

4. .The allotments of the loan are to be made by the parties of the second part, who are toreceive
the said deposit of four pounds, and the said sum of ten pounds payable on allotment, and the parties
of the second part will themselves purchase and take andpay fourteen pounds per one hundred pounds
of the nominal amount of the said loan, in respect of any part of the loan not purchased by other
parties, or on which fourteenpounds per such one hundred prounds shall not have been paid.

5. The parties of the first part will allow to theparties of the second part a commission of two
per cent, on the nominal amount of the loan for the trouble and risk to be taken and incurred
by them.

6. The parties of the second part will on orbefore the tenth day of March, one thousand eight
hundred and seventy-five, pay to the Bank of New Zealand at their place of business in London, for
and on behalf of the parties of the first part, the sum of three hundred and sixty thousand pounds,
being the fourteen per cent, payable as aforesaid in respect of the sum of three million pounds part
of the said loan, less two per cent, for such commission as aforesaid.

7. The parties of the second part will also pay to the said Bank of New Zealand as aforesaid, for
and on such behalf as aforesaid, on or before the tenth day of March, one thousand eight hundred and
seventy-six, the sum of one hundred and twenty thousand pounds, being thefourteen per cent, payable
as aforesaid in respect of the sum of one million pounds the balance of the said loan, less two per cent,
for such commission as aforesaid.

8. The sums payable under the two last preceding clauses are to be the absolute property of
the parties of the first part, and are to be liable to forfeiture as aforesaid if any instalment payable
upon any scrip certificates be not paid.

9. On payment of the sums so payable under Clauses Nos. 6 and 7 as aforesaid,by the parties of
the second part, the parties of thefirst part will cause to be handed over to the purchasers of the loan
proper scrip certificates for the amounts in respect of which the said percentage shall have been paid,
such certificates to be afterwards exchanged by the holders thereof for the bonds when all the said
balance shall have been paid. The scrip certificates are to be signed by two at least of the Loan
Agents of the parties of the first part, and the Bank of New Zealand are, by the ordinary signature
used by them in such cases, to sign receipts for all the said instalments.■ 10. The parties of the first part will pay or allow to the parties of the second part the sums
actually expended by them in advertizing the said loan.
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11. The Agents subscribing these presents on behalf of the parties of the first part are not to be
individually and personally responsible in any way under these presents.

As witness the hands of three of the said Agents, on behalf of the said parties of the first part,
and the hands of the said parties of the second part.

Julius Vogel.
W. C. Sargeaunt.
I. E. Featherston.
N. M. Rothschild and Sons.

Witness to the signatures of all parties, the alterations against which I have written my initials
having been first made.

Jno. Mackrell,
Solicitor, 21, Cannon Street, London.

Enclosure 2 in No. 1.
New Zealand 4£ per Cent. 5/30 Debenture Loan of £4,000,000.

Statement showing Amount Received on Account of the above Loan from 10th to 18th March,
1875, both days inclusive.

Enclosure 3 in No. 1.
Advertisement.

New Zealand Immigbation and Public Works Loan, for £4,000,000.—The General Assembly of
New Zealand in Parliament assembled has, by " The Immigration and Public Works Loan Act, 1874,"
authorized a loan of £4,000,000, of which £3,000,000 are for the construction ofrailways, £500,000 for
other public works, and £500,000 for immigration.

Messrs. N. M. Rothschild and Sons have to announce that they are authorized to receive, at
their office, subscriptions for this loan.

The loan is secured on the Consolidated Revenues of New Zealand, and will be raised on deben-
tures representing £1,000, £500, £200, and £100 respectively, and bearing interest at the rate of
4_ per cent, per annum, payable on the Ist February and Ist August in each year, at the offices
of the Crown Agents for the Colonies in London, where the first dividend for five months' interest
(viz.,from the Ist March proximo to the 31st July), at 4_ per cent, per annum, will be payable on
the Ist August next, on a coupon attached to the provisional scrip.

1875. Dr. £ s. d.
!arch 10. Amount paid to Bank of New Zealand by Messrs. Rothschild,

being 14 per cent, on £4,000,000 ... ... ... £560,000
Less Commission, at 2 per cent. ... ... ... 80,000

480,000 0 0
Amount paid to Bank of New Zealand by Messrs. Rothschild on scrip

for £1,636,200, paid up in full at 80 per cent. ... ... ... 1,308,960 0 0„ 11. Sundry subscribers on scrip for £72,000, paid up in full at 80 per cent. 57,600 0 0„ 12. Ditto ditto 86,500, at 80 per cent. ... ... 69,200 0 0„ 13. Ditto ditto 30,400 ditto ... ... 24,320 0 0„ 15. Ditto ditto 26,600 ditto ... ... 21,280 0 0„ 16. Ditto ditto 29,500 ditto ... ... 23,600 0 0„ 17. Ditto ditto 6,600 ditto ... ... 5,280 0 0
„ 18. Ditto ditto 17,400 ditto ... ... 13,920 0 0

£2.004.1 fin n 0£2,004,160 0 0*a,uo*, LOU u u

1875. Cb. £ s. d.
[arch 10. Messrs. Rothschild, discount at 1 per cent, on payment of80 per cent, in

full, on scrip for £1,636,200, as per contra ... ... ... 16,362 0 0„ 11. Sundry subscribers, discount at5 per cent, on payments made in full this
day on £72,000 scrip, as per contra ... ... ... ... 661 7 1„ 12. Ditto ' ditto £86,500 ditto ditto 785 10 0„ 13. Ditto ditto 30,400 ditto ditto 272 11 9„ 15. Ditto ditto 26,600 ditto ditto 232 15 0„ 16. Ditto ditto 29,500 ditto ditto 254 15 4„ 17. Ditto ditto 6,600 ditto ditto 56 6 10„ 18. Ditto ditto 17,400 ditto ditto 146 9 0

£18,771 15 0
Balance ... ... ... ... ... ... 1,985,388 5 0

£2,004,160 0 0

P. G. Julyan, ") t a t
London, 19th March, 1875. W. C. Sabgeaunt, j lj0an ASents-
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£94 0 0
Subscribers may pay up the remaining instalments under discount at the rate of 5 per cent, per

annum, after the allotment is made.
The failure to pay the whole of the instalments subjects all previous payments to forfeiture.
The principal willbe repaid at par, not earlier thanfive years, and not later than thirty years, from

the Ist February, 1875, the Governmentreserving to itself theright of paying it off onthe Ist February
or let August of any intermediateyear,upon giving six months' notice by advertisement in the London
Gazette and the Times newspaper of its intention to do so.

The debenture bonds will be signed by two or more of the Loan Agents—viz. : The Hon. Julius
Vogel, C.M.G.; Sir Penrose Goodchild Julyan, K.C.M.G., C.8.; William Charles Sargeaunt,Esq. ; and
IsaacEarl Featherston, Esq.

Applications for these bonds must be made in the annexed form, and accompanied with a deposit
of 4 per cent, on the amount applied for. In case the allotment should not require the whole deposit,
thesurplus willbe returned; and if the deposit be insufficient for the first instalment on the amount
allotted, the balance required must be paid forthwith.

In case of no allotment being made, the deposit of the applicant will be returned.
The scrip, which will be signed by two or more of the Loan Agents, will be issued by Messrs.

N. M. Rothschild and Sons ; but the subsequent instalments will be payable at the offices of the Bank
of New Zealand, in London, where the scrip will be exchanged for the bonds after payment of the last
instalment.

Subscription lists will be opened on Monday, the Ist March, and closed on or before Tuesday, the
2nd March.

New Court, 26th February, 1875.

Form of Application.

New Zealand Immigration and Public Works Loan, for £4,000,000.
To Messrs. N. M. Rothschild and Sons.

Gentlemen,— request that you will allot to £ , say ■ pounds
nominal capital of the above Stock, on which enclose the required deposit of 4 per cent., of
£, and agree to accept that amount, or any less sum that may be allottedto , and
to pay the balance of such allotment according to the conditions of your prospectus of the 26th
February, 1875.

Gentlemen, your obedient servant,
Name at length

London, — March, 1875. Address

Enclosure 4 in No, 1.
The Loan Agents to the Hon. Sir J. Vogel.

Sir,— London, 19th March, 1875.
Although you did not afford us the opportunity which we desired of a personal discussion on

thereports which we had prepared for transmission to the colony, and of which the drafts were sent to
you in Sir Penrose Julyan's letter of the 17thinstant, with a viewofeliciting any suggestions thatyou
might have to offer, yet we have carefully considered the objections you have raised on certainpoints
in conversation with Dr. Featherston ; and with a strong desire to remove, as far as we conscientiously
can, from our reports everything distasteful to you, we have determined to substitute, for the two
drafts already sent you, that which is herewith enclosed, and to which we trust you will find less
objection. Our intentions to adopt this course were, we understand, communicatedto you in a letter
sent to your house last evening by Dr. Featherston.

We have, &c,
(for Sir Penrose G. Julyan, Dr. Featherston, and self,)

The Hon. Sir J. Vogel. W. C. Sargeaunt.
P.S.—I enclose a statement* showing the amount paid into theßank of New Zealand on account

of the Four Million Loan, up to yesterday inclusive.
*See enclosure
No. 2.

No. 2.
The Hon. Sir J. Vogel to the Hon. Dr. Pollen.

7, Westminster Chambers, Victoria Street, Westminster, S.W.,
Sir— 18th March, 1875.

I find it desirable to separately report on the sale of the Four Million Loan. The reason for
my taking this course is as follows :—

The price of emission is 94 per cent., payable as follows :—
£ s. d.
4 0 0

10 0 0
20 0 0
15 0 0
15 0 0
15 0 0
15 0 0

on application
on allotment
on 7th April
on 4th May
on 7th June
on 7th July
on 9th A.ugust.
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2. On tho afternoon of the 9th instant, just before the closing of the Californian mail, the draft
of a letter to you,prepared by Sir Penrose G. Julyan, was brought to me by Mr. Sargeaunt and Mr.
Featherston, to be approved for transmissionby the mail. I pointed out that the calculations, and the
inferences drawn, were incorrect, and the draft was taken away. On the afternoon of the 17th, I
received two documents—one, the draft of a report which I was asked to sign ; and the other, a copy
iof a letter already signed by the other three Agents. My opinion of these productions may be gathered
from the letter* I addressed to the three Agents, a copy of which I send you. I also forward to you a
copy of the copy letter sent to me. You will observe that I have undertaken to reply to that letter.

3. If the letter had been signed by Sir P. G. Julyan and Mr. Sargeaunt alone, it would have been
worthy of little remark, for it would only have appeared to be an eager bid for securing the negotiation
of future loans. The addition of the Agent-General'ssignature gives to the letter another complexion.
I confess to feeling great surprise at his having signed the letter; and, ofcourse, the letter borrows
such weight, in consequence, as you and others may be disposedto accord to it.

4. I shall probably take another opportunity of placing on record my recollection of what took
place between the agents during the negotiation of the loan. I had immense difficulties to contend
with, in the natural reluctance felt by those interested in colonial loans to seeing such a house as that
of Messrs. N- M. Rothschild and Sons embarking in thebusiness. Sir P. G. Julyan so conducted the
negotiationswith that house as to lead to their utter break-down. I took them up, aud, with Mr.
Featherston's assistance, carried themto a result which those persons who have spoken to me on the
subject have told me they considered a brilliant success. I was under the impression thatMr. Feather-
ston coincided with me, and I was amazed at seeing his signature to the letter. He has told me that
he has not actually signed the letter, but he does not withdrawit; and it is incredible that Sir P. G.
Julyan and Mr. Sargeaunt would have attached his signature without considering they had authority
to do so. At present, I only observe upon the letter to say this—that the insinuation that Messrs.
Rothschild and Sons only bring out the loans of embarrassed States, or that it is injurious to the credit
of a State for them to bring out a loan, is absurd and ridiculous. They only bring out loans in which
they believe ; and the fact of their bringing out a loan gives it a reputation quite beyond anything in
the powerof Sir P. G. Julyan and Mr. Sargeaunt. People subscribe to Messrs. Rothschild and Sons'
loans because that house brings them out. lam not awarethat they adopt a similar course because of
the Crown Agents issuing loans. Those gentlemen areregarded as eminently respectable ; but they have
nothing like the money power, or the reputation for commercialsagacity, that belongs to Messrs. Roths-
child and Sons. Ido notbelieve that a syndicate, without Messrs. Rothschild and Sons, would have
taken up more than £2,000,000, or at more than 90 ; nor that the public, without a syndicate or
Messrs. Rothschild and Sons, would have taken up anything like that amount.

There are two circumstances in this matter to which you will no doubt attach much weight. I
allude, first, to the fact I have incidentally mentioned, that though Mr. Featherston informed me the
letter was not signed, a copy was sent me by Sir P. G. Julyan, in which Mr. Featherston'susual signature
was inserted between those of Sir P. G. Julyan and Mr. Sargeaunt. To say the least, this betrays an
alarminglaxity in dealing with a signature so important as tbat of the Agent-General.

The second circumstance is, that though I am one of the Agents, the other three Agents, without
inviting me to attend, prepared or approved, in what I maycall secret conclave, a report for submission
to me ; and also decided upon a letter for their separate signature. This was done behind my back;
though it is not too much to say that to me is due the successful negotiation of the loan.

5. I proceed to report to you on the sale of the four millions, reserving for possibly a future
occasion further remarks on the course adopted by the other Agents.

6. I forward you copy of the contract entered into with Messrs. Rothschild and Sons.
7. The large amount of the loan, and the condition of New Zealand securities in the money

market, caused me to think it desirable that such an arrangement should bemade. I believe that, when
all the circumstances are considered, the result should be regarded as exceedingly satisfactory, and as
one which only Messrs. Rothschild and Sons' immense influencecould have achieved. Those gentlemen
authorise me to say—(I quote their written words)—" The whole loan for four millionswas more than
fully applied for. We could have given the whole loan away, and not have kept sixpence ourselves.
We have made 1,700 allotments, and never had a better list of subscribers. Several banks and
insurance companies subscribed largely, and we have every reason to think that they will hold the
stock as an investment."

8. Necessarily, the arrangements with Messrs. Rothschild and Sons were not in accordance with
the interests of those who have been accustomed to deal with colonial securities. Consequently,
some amount of opposition to the loanhas been shown; but that was acontingency with which Messrs.
Rothschild and Sons had to deal.

9. The price at which the loan was issued was nominally £94. The instalments spread over a
period, in such a manner as to equal 1 per cent., making the price to thepublic £93. The commission
which Messrs. Rothschild and Sons received was 2 per cent., so that the net return to the Government
will be £91.

10. You will observe, from the terms of the contract, that for the commission of 2 per cent.
Messrs. Rothschild and Sons guaranteed the sale of the whole loan—three millions at once, and one
million within twelve months. Immediately after the applications had been received Messrs. Rothschild
and Sons notified that the whole loan was disposed of.

11. It will no doubt be interesting to the Government to compare the return obtained for this loan
with those of former loans, and also to know the actual rate per cent, per annum at which money has
vow been borrowed.

12. The £91 per £100 to be received on a4i per cent, loan, redeemable at thirty years, is tanta-
mount to borrowing at £5 3s. per cent., including the annual percentage necessary to represent the
difference between the price realized and par, which will have to be given when the loan is paid off
in full.

13. The first New Zealand loan bearing 4-_ per cent, interest was negotiated in January, 1874.
It was for £500,000, and was offered at a stated rate of £98. £369,500 was at once sold. The
balance, £130,500, had to be disposed of at an additional allowance of ■_ per cent.

* See enclosure to
Loan Agents
letter-post.
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14. In comparing this loan, and the others which will be mentioned, with the one negotiatedby
Messrs. Rothschild and Sons,it will be necessary to remember thatthe commissionto Sir P. G. Julyan
and Mr. Sargeauntwas i per cent., and that an additional J per cent, was allowedfor brokerage, so
that, of the £500,000, £369,500 netted£98, less Jper cent. ; and £130,500 netted £98, less f per cent.

I take the commissions stated above from what I understand to have been the rates charged.
But in one of the documents sent me by Sir P. G. Julyan and Mr. Sargeaunt,I observe that £97 4s. 2d.
is stated as the net price, so that larger concessions or allowances must have been made than appear in
the documents before me. I state this, not by way of complaint, but to explain a possible inaccuracy
on my part.

15. Thenext amountofferedat 4J per cent, was £1,500,000, in Maylast. The nominalprice of issue
was £98; but, taking into account the dates of the instalments, there was accrued interest equal to
£1 lis. Id. per cent, to be addedto the _ per cent, for commission and brokerage, so that theprice at
which the loan was offered amounted to £95 18s. lid. per cent. On these terms £673,400 was
applied for.

Thebalance, £826,600, was sold to an association or syndicate, at a considerable reduction—
namely, 1 per cent, extra for commission, besides the f per cent, for the usual brokerage and the
commission before mentioned, and an allowance for interest, by extending the payment of the instal-
ments, equal to £1 19s. 4d. The balance, therefore, realized only £94 10s. Bd.

16. It will be seen, then, that of the January loan of £500,000, £369,000 applied for realized
£97 10s. ; whilst the balance, £130,500, realized £97 ss.

That of the May loan, of £1,500,000, £673,400 applied for realized £95 18s. lid. ; whilst for the
balance, £526,600, only £94 10s. Bd. was obtained.

And that the recent loan of £4,000,000 realized £91.
17. It is instructive to observe the manner in which the previous loans had to be sold at reduced

rates, after applications had been invited from the public. The £1,500,000 offered in May last went
off with great difficulty, and was to a large extent only sold through the making of an extra concession
beyond what had been publicly advertised. The same course, though to a less extent, had to be
adopted with the loan in January, 1874. As to these additional concessions, I desire to point out that,
although the Agents found it necessary to make them, in order to effect a sale, they must have felt that
such a course was exceedingly distasteful, on account of the dissatisfaction any such proceeding is
calculated to create in the minds of those who, having responded to the advertisement—which they
suppose tells them the real price at which a loan is to be disposed of—find afterwards that much of it
has been sold by the Government at a rate lower than that which had been advertised. So much was
this felt to be the case with the May loan, that applications have beeu made by buyers of the first
portion of it for a concession in the shape of a reductionof price.

18. In the present instance, no objection can be made on that score. The loan was offered to
the public at a stated rate. As far as the Agents were concerned, Messrs. Rothschild and Sons were
to receive a stated commission—one that could not be considered excessive, seeing that they were to
guarantee the sale of the whole £4,000,000. In the present instance, too, the whole loan was at once
disposed of—a result which has not recently been the case with colonial loans.

19. Imay, in conclusion, express the hope that it will be some time before it will be necessary for
the Government again to have recourse to the money market; and that, by that time, New Zealand
securities will have very much increased in value.

I have, &c,
The Hon. the Acting Colonial Treasurer, New Zealand. Julius Vogel.

Enclosure 1 in No. 2.
The Loan Agents to the Hon. Dr. Pollen.

Sir,— London, 19th March, 1875.
Having, in another letter of this day's date, reported the arrangements that have been made

with reference to the loan of £4,000,000 sterling authorizedby " The Immigration and Public Works
Loan Act, 1874," we desire to append some observationsrespecting the course ofaction which we have
found ourselves constrained to pursue. By the Order in Council of 10th September, 1874, full power
was given to the Loan Agents to raise the loan,but we received no instructions from your Government
as to the period within which the money should be obtained, or whether in a single and immediate
transaction or by instalments. It has therefore been necessary for us to be guided in these respects
by the directions verbally conveyed to us by our colleague, the Hon. Julius Vogel, who has lately
arrived from the colony. We considered thatfrom his intimate acquaintance with the affairs of the
Government, and his high official positions in it as Premier and Treasurer, Mr. Vogel must be fully
informed as to the extent of the colony's immediaterequirements.

On his assurance that it was essential that themoney shouldbe raised with theexpedition specified
in the contract, we were induced, very much against our inclinations, to acquiesce in an arrangement
which, in our opinion, only the most urgent necessity could justify. The system of raising loans
through the agency of financial contractors is frequently resorted to by such foreign States as have
already anticipated their resources, or have not sufficiently assured credit iv the English market to
render it prudent for them to embark in large undertakingswithout a certainty that the capital required
will accrue in instalments as the works progress.- but this methodof prospectively insuring the receipt,
upon necessarily onerous terms, of such money as is needed has not hitherto, we believe, beenresorted
to by Colonial Governments, and we regret that in this instance New Zealand should have had to follow
such a course. And we believe that the mere fact that it has abandoned the Government department
through which its previous loans have been successfully placed in this country, must doubtless have a
prejudicial effect. Such changes invariably produce unfavourable influences on public credit, and,
unless for some very imperative reason, should, we think, be carefully avoided,
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In the present case we have endeavoured, as far as possible, to neutralize the effect by causing it
to be stated in the contractors' advertisements that the interest on the loan will be paid through the
customarychannel.

A previous loan of considerable magnitude having been so recently negotiated in this country by
the Government of New Zealand, and a portion of it still remaining undisposed of in the hands of the
original speculative purchasers, it was obvious that any attempt to get so large a sum as £4,000,000
sterling subscribed for by thepublic would have proved abortive; and as the necessity ofplacing the whole
loan at once on the market with a guarantee as to price was impressed upon us, we had no alternative
but that of resorting to a syndicate or contractor. Had circumstances permitted us to negotiate the
loan iD two equal parts, with an interval of nine or twelve months between them, we believe that we
could, with success, have appealed directly to the public, with a veryconsiderable saving to the Colonial
Exchequer, and with the probable advantagethat only a comparatively small portion of the loan would
have fallen into the hands of speculators. Under the present arrangement we are ignorant as to the
character and number of the subscribers, and as to the amountactually taken up by thepublic, the
applications having been received, and the allotments made, by the contractors in private ; and reports
current in well-informed circles, together with the unusual silence of the Press, incline us to believe
that the greater part of so much of the loan as has not beenretained by the contractors themselves
has been taken up for speculation, and will for a long time to come be pressed upon the market
whenever remunerative sales can be made. Until that process is ended, if our surmise be correct, it
appears to us, so far as it is possible to judgeof tbe future, that the Government of New Zealand will
find it necessary to abstain from all attempts to place upon this market any further loans.

The most immediateeffect of the line of action that we have been compelled to adopt appears in
the depreciated value of the new debentures. The net market price of New Zealand 4_ per cents,
on the Ist February was 97; whereas (without any change for tho worse having taken place in the
money market in the interval) the rate at which the public were invited to subscribe for the new loan
was 94, with -deferred payments, virtually reducing it to 93. This depreciation of 4 per cent, below the
previously existing price, with certain rebates in the shape of commission, was the highest point at
which the contractors would undertake to guarantee the taking up of the loan; and these conditions
were considerably more advantageous than we were at one time led to expect.

The terms on which the loan has been contracted appear to us indeed to be exceptionally favourable,
when it is considered how recently theprevious loan was negotiated, how large is the present operation,
and how prejudicial to a new transaction is the discussion now going on in the Press of this country as
to the soundness of the financial policy of the colony, coupled with the increasing apprehension among
bondfide investors that its liabilities are outgrowing the legitimate means of meeting them.

In bringing into the market more of the colony's securities than it was able at once to absorb, it
became absolutely necessary to make such areduction in price as might on the one hand, if possible,
tempt the general public largely to invest their money in these debentures, or as might, on the other
hand, induce speculators to purchase them with the prospect of selling hereafter on beneficial terms.
It must be remembered, moreover, that the higher price (97) was on retail transactions, relating to
small sales of £500 and upwards, whereas the lower price (94, virtually representing 93) was a
wholesale one, put forward with a view of inducing subscriptions to the extentof £4,000,000 sterling.

We have, &c,
P. G. Julyan.
I. E. Featherston.

The Hon. the Acting Colonial Treasurer, New Zealand. W. C. Sargeaunt.

Enclosure 2 in No. 2.
Draft of a Report which it is proposed that all the Loan Agents should unite in making to the

Government of New Zealand.
Sir,— London, 19th March, 1875.

We have the honor to report to you, for the information of the Government of New Zealand,
that under the powers conferred upon us by an Order in Council, dated 10th September, 1874, and
authorized by " The Immigration and Public Works Loan Act, 1874," we have disposed of debenture
bonds representing in value £4,000,000 sterling, redeemable at par in not less than five or more than
thirty years from the Ist of February, and bearing interest from Ist March, 1875, at the rate of4-_ per
cent, per annum. The reasons which originally led to the adoption of 4| per cent, as the rate of
interest most desirable for New Zealand loans have been fullyexplained in former letters, and need not
be enlarged upon here further than to state that the advantages of uniformity,coupled with the disin-
clination manifested by thepublic of this country to subscribe for 4 per cent, loansrecently offered in
this market by the Governments of New South Wales and South Australia, have added considerable
force to those reasons, and left no doubt on our minds that we should best consult the interests of the
colony by continuing the same rate. The amount to be immediately placed on the market was a point
upon which, in the absence of instructions, we were necessarily governedby the extent ofyour wants,
and these were represented to us by the Treasurerof the colony to be such as to render it most desir-
able to dispose of the whole four millions sterling forthwith. Being aware that a portion of the last
issue was still in the hands of speculators, and that the demand for New Zealand securities was of a
very limited character, it was evident to us that itwould be hopeless to expect the open market at once
to absorb so largean amount, and we had therefore no alternative but that of resorting to a contractor
or to a syndicate.

This being so, and the Treasurerpreferring the former, we opened negotiations with Messrs. Roths-
child and Sons, and finally entered into a contract with them by which they undertake to find
purchasers for the whole amount authorized by the Act. Copy of this contract, and of the advertise-
ment issued by them showing the method in which they have proceeded to comply with its terms, are
herewith enclosed,
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From these documents it will be seen that the loan has been negotiated at a rate which, after
deducting allowances and commission, will secure to the Government of New Zealand a net sum of
about £91 in moneyfor every £100 of debt incurred.

At this rate the borrowers will pay, exclusive of the loss on redemption, about £4 18s. lid. per
cent, per annumfor the money obtained, and the lenders will receive, exclusive of gain on repayment,
about £4 17s. per cent. ; the difference being due to the expense attending the issue. We have been
informed by Messrs. Rothschild that they have allotted the whole four millions, and the enclosed
return shows the amount paid by them to the credit of the New Zealand Public Account at the Bank
of New Zealand up to the present date.

As the value of moneyon short loans in the open market is less than thatallowed on instalments
paid in anticipation of the dates prescribed by the contract, it is probable that a still further amount
will be paid in advance. Out of the money so received we have already repaid to the Bank of
England £280,000 of temporary advances obtained on the security of guaranteed debentures, and
purpose paying theremainder (amounting to £380,000) at intervals between this and the 15th May
next.

Having freed these securities from all liability^theywill be placed on deposit, as before, in the
Bank of England, subject to the joint order of any two of the Loan Agents, to be dealt with as the
Government ofNew Zealand may hereafter direct.

Comparing this negotiation with those for identical securities which have preceded it, and
excluding from the calculations the incidental expenses—such as printing, advertising, stamping, &c,
which are in much the same proportion in all cases—the results are as follow, viz.:—

£ s. d.
Price realized on £500,000 4_ per cents, sold in January, 1874,

after deducting commission and brokerage ... ... 97 4 2
Ditto on £1,500,000 4. per cents, sold in May, 1874, ditto ditto ... 95 4 2
Ditto on £4,000,000 4. per cents, sold in March, 1875, ditto ditto 91 0 0
On the first of these loans a charge of 555. lOd. per cent, on the

whole amount will fall on the Government at maturity,
equal to ... ... ... ... ... ... 13,958 0 0

On the second, £4 15s. lOd. per cent. ... ... ... 71,875 0 0
On the third, £9 per cent. ... ... ... ... ... 360,000 0 0

In conclusion, we beg to call the attention of the Government to certain observations which have
been made by some of our number in a separate letter by this day's mail.

We have, &c,

The Hon. the Acting Colonial Treasurer, New Zealand.

See Enclosure
2 in No. 1.

No. 3.
The Loan Agents to the Hon. the Colonial Secretary.

Sir,— London, 6th April, 1875.
With reference to our letter of the 19th ultimo, a duplicate of which is herewithenclosed, we

now transmita statement, showing the amount received on account of the £4,000,000 Loan to the sth
instant inclusive. We have, &c,

P. G. Julyan.
The Hon. the Colonial Secretary, Wellington, New Zealand. W. C. Sargeaunt.

New Zealand 4_ per Cent. 5/30 Debenture Loan of £4,000,000.
Statement showing Amount Received on Account of the above Loan from 19th March, 1875, to

sth April, 1875, inclusive.
1875. Dr.

larch 19. Balance of former Statement
Sundry subscribers, beiug payments in full on accountof £51,000 scrip

(less 5 per cent, discount, as per contra)
„ 20. Ditto £4,300 ditto ditto„ 22. Ditto 13,900 ditto ditto„ 23. Ditto 7,700 ditto ditto
., 24 Ditto 5,200 ditto ditto„ 25. Ditto 4,900 ditto ditto„ 27. Ditto 5,900 ditto ditto„ 30. Ditto 56,500 ditto ditto
„ 31. Ditto 6,000 ditto ditto

pril 1. Ditto 24,200 ditto ditto
Ditto, first instalment, due 7th April, paid on account of £4,500 scrip ...„ 2. Ditto, second instalment, due 4th May, on £500 scrip
Ditto, payments in full on £10,100 scrip (less 5 per cent, discount, as

per contra)
,, 3. Ditto £4,600 ditto ditto

Ditto, first instalment, due 7th April, paid on account of £1,700 scrip...„ 5. Ditto ditto on £7,000 scrip...
Ditto, payments in full on £1,200 scrip (less 5 per cent, discount, as per

coutra)

£
1,985,388

40,800
3,440

11,120
6,160
4,160
3,920
4,720

45,200
4,800

19,360
900
100

8,080
3,680

340
1,400

960

s.
5

0
0
0
0
0
0
0
0
0
0
0
0

0
0
0
0

0

d.
0

0
0
0
0
0
0
0
0
0
0
0
0

0
0
0
0

0

£2,144,528 5 0

2—B. 5.



8.—5 10

No. 4.
The Hon. Sir J. Vogel to the Hon. the Acting Colonial Treasurer.

7, Westminster Chambers, VictoriaStreet, Westminster, S.W.,
Sib,— 6th April, 1875.

In continuation of my letter (No. 39.) of 18th March, I have the honor to forward to you
copy of further correspondence respecting the recent loan negotiations.

2. I do not send to you a copy of the letter of 19th March, to which Irefer in mine of25th March,
because I presume that the original has been forwarded to the colony, and that you will be able to
obtain it from the Colonial Secretary's Department; but a copy of the covering letter to me is
appended hereto.

3. A copy of the letter of Sir P. G. Julyan, covering the draft report and the copy of a signed
document, upon which I commented in mine of 18th March, was not sent to you by the last mail,
because I was notthen aware how far I was entitled to regard it as other thanprivate ; but, as you will
see, all difficulty upon thatpoint has now been removed.

I have, &c,
The Hon. the Acting Colonial Treasurer, New Zealand. Julius Vogel.

See enclosures in
loan Agents'
letter below.

No. 5.
The Loan Agents to the Hon. the Colonial Secretary.

Sib,— London, 16th April, 1875.
Adverting to our letter of the 19th ultimo, we have the honor to transmit to you, for the

information of the Government of New Zealand, copy of correspondence which has passed between
Mr. Vogel and ourselves respecting recent negotiations for the disposal of the Four Million Loan.

We regret the necessity which has renderedit necessary for us to troublethe Goverument of New
Zealand with this correspondence.

We have, &c,
P. G. Julyan.
I. E. Featiikrston.

The Hon. the Colonial Secretary, New Zealand. W. C. Sargeaunt.

Enclosure 1 in No. 5.
Sir P. G. Julyan to the Hon. Sir J. Vogel.

Mt Dear Sir,— Spring Gardens, 17th March, 1875.
After conferring together as to what form of report should be made to the Government of

New Zealand on our late negotiation of the Four Million Loan, Featherston, Sargeaunt, and myself
have agreed as to what we consider will fairly represent the facts, and we have draftedthe enclosed
report, which we shallbe glad to learn you are prepared to unite with us in signing.

We felt that it was due to you that we should abstain from giving expression in this report to
views upon which, as you arefully aware, materialdifferences of opinion existed,and we have therefore
thought it advisable to place those views on record in a supplementary letter, of which a copy is also
enclosed, and in which we shall only be too glad to learn that you can see your way to join.

Be good enough to return the draft, with any observations you may have to make on it, at your
early convenience; or if you prefer a personal conference withyour co-Agents on the subject, I am sure
theywill be willing to meet your wishes in the matter at any hour you may name.

I have, &c,
The Hon. Sir J. Vogel. P. G. Julyan.

1875. Cb. £ s. d.
March 19. Sundry subscribers, discount at 5 per cent, on payments made in full

this day, on £51,000 scrip, as per contra ... ... «... 423 5 7„ 20. Ditto £4,300 ditto ditto 35 4 3„ 22. Ditto 13,900 ditto ditto 110 15 9„ 23. Ditto 7,700 ditto ditto 60 12 3„ 24. Ditto 5,200 ditto ditto 40 6 7„ 25. Ditto 4,900 ditto ditto 37 10 0„ 27. Ditto 5,900 ditto ditto 43 16 11„ 30. Ditto 56,500 ditto ditto 400 17 9
„ 31. Ditto 6,000 ditto ditto 41 17 6

April 1. Ditto 24,200 ditto ditto 166 2 5
2. Ditto 10,100 ditto ditto 68 8 3„ 3. Ditto 4,600 ditto ditto 30 13 3„ 5. Ditto 1,200 ditto ditto 7 14 8

£1,467 5 2
Balance ... ... ... ... ... ... 2,143,060 19 10

£2,144,528 5 0

P. G. Julyan, ) t . ,
London, 6th April, 1875. W. C. Sargeaunt, j L>oan AScnts-
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Enclosure 2 in No. 5.
The Hon. Sir J. Vogel to the Loan Agents.

Gentlemen,— London, 18th March, 1875.
I have the honor to acknowledge the receipt of two documents—one the draft of a report,

which it is stated it is proposed thefour Loan Agents should sign; the other a copy of a letter to the
Acting Colonial Treasurer, already signed by you as three of the Agents.

2. The fact that this letterhas already been determined on and signed withoutany reference to
me, makes it unnecessary for me to consider that the matter still remains in abeyance, and therefore
to abstain from officiallyaddressingyou.

3. I am willing to make great allowance for the natural disappointment of two of the signatories
at the great success of the late negotiation through another channel than that hitherto adopted, and
after the failure of Sir Penrose Julyan's previous negotiations. Still, lamsurprised at the course
adopted, of sending such a letter to the Acting Treasurer, when I, the Colonial Treasurer, am here.
The letter can best be answeredby me ; and to send it to me shortly before the mail leaves, prevents
the answer going out with the letter.

4. I shall advise the Acting Colonial Treasurer that there is no necessity for him to answer the
letter, as 1 will do so ; and I propose sending you a reply in a few days.

5. I cannot sign the draft report submitted to me, because, though on the whole not absolutely
incorrect, it is of a nature to create incorrect impressions. Especially I do not consider that it gives
such a faithful account of thenegotiation of the last one millionand a half as to enable thatnegotiation
to be fairly compared with the present one.

6. I shall send out a statement of the actual facts. I shall be glad if you will forward me the
accounts immediately, so that I may send them by this mail.

I have, &c,
Sir P. G. Julyan, K.C.M.G. Julius Vogel.
I. E. Featherston, Esq.
W. C. Sargeaunt, Esq.

Enclosure 3 in No. 5.
The Hon. Sir J. Vogel to the Loan Agents.

Gentlemen,— London, 25th March, 1875.
I have to acknowledge the receipt of your letter dated March 19th, signed " for Sir P. G.

Julyan, Dr. Featherston, and self—W. C. Sargeaunt."
2. Tour reference to Sir P. G. Julyan's letter of March 17th relieves me from a difficulty in

which I was placed, through not knowing whether that letter was meant to be a private one, though
enclosingofficial documents. Not feeling certain on the point, I did not forward to the colony a copy
of Sir P. G. Julyan's letter, though Iforwarded copies of the documents it enclosed. I will supply the
omission by the next mail.

3. I regret to say that the letter to which I am now replying does not appear to me to correctly
describe that which has occurred. The circumstances do not warrant my considering thatyou either
" desired a personal discussion," or that " the reports " were sent to me " wdth a view ofeliciting any
suggestions "I " might have to offer." The documents which in your letter you term " reports " were,■—onea draft report, the other a copy of a letter fullysigned. Sir P. G. Julyan, in his covering letter
to those documents, stated: " After conferring together as to what form of report should be made to
the Government of New Zealand on our late negotiation of the Four Million Loan, Featherston,
Sargeaunt, and myself have agreed to what we consider will fairlyrepresent the facts, and we have
drafted the enclosed report, which we shall be glad to learn you are prepared to uuite with us in
signing." He further said, "Be good enough to return the draft, with any observationsyou may have
to make on it, at your early convenience ; or if you prefer a personal conference with your co-Agents
on the subject, I am sure theywill be willingto meet your wishes in the matter at any hour you may
name." From these extracts it is clear that, instead of my co-Agents desiring a personal discussion,
I was told that if I preferred one I might have it, or I was to " be good enough," to use Sir P. G.
Julyan's words, to return the draft, with any observations I might have to make. Sir P. G. Julyan
seemedto contemplate that, although the draft report was sent to me to agree " to unite " in signing
it, I might desire to make observations upon it. This is hardly tantamount to saying that it was sent
me " with a view of eliciting any suggestions " I wished to offer; and such a statement is certainly
wide of thefact in regard to the other enclosure. Respecting that other enclosure, Sir P. G. Julyan
wrote : "We felt that it was due to you that we should abstain from giving expression in this report
" to views upon which, as you are fully aware, material differences of opinion existed, and we have
thereforefelt it advisable to place those views on record in a supplementary letter, of which a copy is
also enclosed, and in which we shall only be too glad to learn that you can see your way to join."
This was no report for me to comment upon,but a letterprepared and writtento exhibitthe " material
differences of opinion " which my co-Agents considered existed. The suggestion to me to join in the
letter was unmeaning, seeing that it was expressly prepared because it was anticipated I did not agree
with it.

4. You are, further, not quite correct in supposing that I desired to raise objections to your
report and letter. I sent for Mr. Featherston, both from personally friendlymotives and also for
official reasons, to represent to him the grave mistake I thought he had made. In the course ofour
conversation I went through the documents, and pointed to certain passages as illustrating my previous
remarks, but I gave him clearly to understand that I considered I was taking exception not so much
to the documents as to the whole proceeding that had led to their production.

5. According to your letter now under consideration it would seem that you desired to consult
me. lam constrained to say that it appears to me otherwise. AlthoughI was one of the Agents, you
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the other three, held a meeting at which you did not invite me to attend, and, without consulting me,
agreed as to the report you would send out, and which I was expected to sign; and you also agreed to
a letter, of which letter, signed, Sir P. G. Julyan sent me a copy.

6. To have intrudedmyself upon the other three Agents,under such circumstances, was out of the
question, and I sent for Mr. Featherston with the object I have stated. I considered he had been
thoughtlessly led into a course from which I wished to give him an opportunity of withdrawing. I
regret to find he has not done so. He informed me that he had not signed the letter, a copy of which
was sent to me with his signature ostensibly copied. I cannot conceive any circumstance which justified
Sir P. G. Julyan in sending me such an incorrect copy. Assuming that Mr. Featherston had under-
takento sign, or had authorised Sir P. G. Julyan to sign—as Mr. Sargeaunt has signed the letter to
which lam replying—the copy should have stated tbe fact, and the unexecuted document should not
have been represented as signed. I assume the most favourable view, in assuming that Mr. Feather-
ston hadundertaken to sign ; but, ifso, such an authority is open to objection. It is obviously important
that the Agent-General, acting as aLoan Agent, should not give to others any authority to sign for him.
Even ifhe approved the draft of an important letter, he should consider it necessary to react the final
copy before attaching his signature. The document in question was meant to record disagreement
with the head of his Government. The letter now under reply has been signed by Mr. Sargeaunt " for
Dr. Featherston." In this case the act of agency is apparent, and therefore is less open to objection,
but I shall deem it my duty to officiallyinstruct Mr. Featherston that it is undesirable he should allow
any one to sign for him as Loan Agent.

7. I observe thatyou have not adhered to the letter of which the copy with signatures was sent to
me. You have sent out a letterwhich embodies some of the statements in the former draftreport, and
in the signed letter, omitting others. So far it is better, but still Ido not agree with it. You have
wisely modified the remarks in which you implied that only embarrassed States used the services of
financial houses, and that we exposed ourselves to this charge by employing Messrs. Rothschild and
Sons. A mere enumeration of tbe loans brought out by leading houses during many years past would
conclusivelycontradictthat implication ; and you have substitutedfor it au assertion that loans brought
out by contractors are unpopular, and that syndicate loans are preferable. I cannot say that I agree
with you. Your operation with the last syndicate occasioned grave dissatisfaction, and has led to
claims being made for compensation. I have learned this since I arrived in England, and it suggests
the question, whether you are justified in considering your last two operations so successful as you
claim them to have been. To sell a loan, a few days after public tenders have been sent in, at less than
the advertisedprice, is a proceeding which nothing but necessity could justify. Ido not say you were
to blame for doing so, but it is a fact that such was the case with the two last loan issues you disposed
of. In the letteryou have sent out, you disguise it, by averaging the totalprice ofeach issue ; but this
doesnot alter the fact that, after calling for tenders, at a certainrate, for £1,500,000, you disposed of
£673,400 at that rate, and the balance, £826,600, you sold at £1 Bs. 3d. per cent, less, by making an
allowance to the buyers of 1 per cent, under the name of commission, and of Bs. 3d. per cent, for
accrued interest, in addition to that the terms of the advertisementdisclosed. In the case of the sale
to Messrs. Rothschild and Sons,we alloweda commission of 2 per cent., and we have no reason to con-
ceal the fact : everyone may know it. When you compare transactions, do not forget that, as against
the 2 per cent, paid to Messrs. Rothschild and Sons,the various charges for commission, agency, and
brokerage paid by you for disposing of £826,600 of the last loan issue amounted to at least if per cent.

8. You state in your letter to the Colonial Secretary that you agreed to the negotiation of the
£4,000,000 on learning from me" that the liabilitiesof the colony were such as to render it advisable."
The use of the word "liabilities" might create the impression that youreferred to outstanding debts
instead ofto debts to become due as worksand immigration progressed. In substance, what I stated to
you was, that during this and the next year very heavy works would be completed; and that the
requirements of the colony were such as to make me desire the negotiation of the whole amount if
possible, and to make me not content with the negotiation of less than £3,000,000. If you had used,
for the word "liabilities," "requirements," or had qualified the expressionby making it read "present
and prospective liabilities," you would have more correctly interpreted me.

9. To the statement that if you had negotiated the loan in two equal portions, you could have,
with success, appealed to the public, I am forced to express my dissent, and my surprise at your
making it. I never understood you supposed you could raise £2,000,000, without a syndicate, at
anything like a price with which we should be satisfied. The only question seemed to be, whether to
syndicate before callingfor tenders, orafterwards, as was the case previously. Will you permit me to
say that the fallacy of the assertion is to be seen in the fact that, at the times which you admit were
more favourable, you only sold to the public £369,500 out of the £500,000 issue, and £673,400 out
of the £1,500,000 issue ?

I have, &c,
Sir P. G. Julyan, K.C.M.G. Julius Vogel.
I. E. Featherston, Esq.
W. C. Sargeaunt, Esq.

Enclosure 4 in No. 5.
The Loan Agents to the Hon. Sir J. Vogel.

Sir,— London, 12th April, 1875.
We have received your letter of the 25th ultimo, respecting the recent negotiations of the

New Zealand Government loan of four millions. From it, we learn thatyou take exception, not so
much to the draft report and letter which accompanied Sir P. G. Julyan's communication to you of the
17thultimo, as to the whole proceeding which had led to their production. You state also that, although
you were one of the agents, we, the other three, held a meeting, at which we did not invite you to
attend, and, without consulting you, agreed as to the report we would send out.
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We would remind you that the state of your health forbade us to hope for the possibility of your
meeting us. We considered thatwe adopted the most convenient course open to us under the circum-
stances of the case—viz., to prepare a draft report, and to furnish you with a copy of it. We regret
that it has appeared to you that we did not desire to consult you on the subject. We certainly were
ready to confer with you, not only as regards the draft report, but also as regards the letter; and we
think that the concluding paragraph of Sir P. G. Julyan's letterof theT7th ultimo fairly conveyed our
views on the subject. It is as follows :—" Be good enough to return thedraft, with any alterations you
may have to make on it at your early convenience ; or if you prefer a personal conference with your
co-Agents on the subject, I am sure they will be willing to meetyour wishes in the matter at any time
you may name."

With respect to thepreparation of the draft by us, to which step you take exception, we would
observe that you had yourself prepared a report of your joint proceedings without consulting any of us,
that you read your draft letter to one of us, and that the other two have not yet even seen it.

As the draft report and letter forwarded to you in Sir P. G. Julyan's semi-official letter were, as
you were afterwards officially informed, withdrawn, with a view of meeting the objections you had
verbally expressed to one of us, and another report substituted, they may be properly treated as
having no existence, discussion based on themwould therefore seem superfluous.

You observe that we have wisely modified the remarks in which we implied that only embarrassed
States used the services of " financial houses," and that the Government of New Zealand exposed
themselves to that charge by employing Messrs. Rothschild and Sons. Without pausing to discuss
your comments on that paragraph, we think it due to ourselves to point out that we are not aware of
having used the term "financial houses," but "financial contractors," and in our opinion there is a
widedifference between the two. A financial house, remunerated by a fixed commission, should have no
interest to serve but that of its employer: it is obviously otherwise with a financial contractor.

You state that, in the letter we have sent out, we " disguise" the fact that, after calling for
tenders for the last two issues at a certain rate, we disposed of a portion at that rate, and thebalance
at £1 Bs. 3d. per cent. less. It appears to us that the term " disguise"is quite inapplicable under the
circumstances of the case.

We were not reporting to the Government of New Zealand the course we had pursued on
previous occasions: thatwe had already done most fully, and we would invite your attention to our
letters of the 9th February and 2nd June last year, in which these circumstances are fully set forth,
and to your replies of the Bth May and 29th August. Our letter of the 2nd June last explained at
length the result of our negotiations with respect to the sale of the one and a half million
debentures, and in your letter of the 29th August last you informed us that our letter had received
your careful consideration, and you thanked us for the " clearness of our statements."

We agree with you in thinking that the sale of a loan, or a portion of one, a few days after public
tenders had been sent in, at less than the advertisedprice, is a proceedingwhich nothingbutnecessity can
justify; but in our opinion it is equally objectionable to sell a loan to a contractor, say at 91, and
allow him, acting as the declared agent of the borrowing Government, to invite subscriptions at 93.
We think that nothing but necessity could justify either proceeding.

In the case of the one and a half million issue you say that we sold £826,600 at £1 Bs. 3d.
per cent, less than the advertised price, by making an allowance to the buyers of 1 per cent,
under the name of commission,and Bs. 3d. per cent, for accrued interest. The course we adopted may
be thus described : We certainly agreed to take less cash for the debentures than we first asked,
and we did so to force a sale. It is, however, somewhat inconsistent with this view of the case, or
" fact," as you describe it, to urge us not to forget that, as against the 2 per cent, paid to Messrs.
Rothschild and Sons, the various charges for commission agency and brokerage paid by us for that
portion of the loan amounted to at least L_ per cent.

We accepted either the lower price, or we paid a higher commission—one or the other—not
both ; but in whatever way that operation may be described, there is no gainsaying the fact that, after
deducting commission and allowances to the purchasers by way ofaccrued interest on each transaction,
the net average prices respectively on the three issues of New Zealand Government 4^ per
cent. 5/30 debentures were,—

Price realized.
£ £ s. d.

January, 1874 ... ... ... 500,000 ... ... ... 97 7 3
May, „ ... ... ... 1,500,000 ... ... ... 95 4 2
March, 1875 ... ... ... 4,000,000 ... ... ... 91 0 0

We had no desire to enter into any discussion as to the commission paid by the Government of
New Zealand on therespective operations under review. Thinking it of importance, we recorded a
comparison we had made withrespect to the results of the three issuesof 5/30 4^ per cents as had been
done on former occasions.

Neither had we any wish to refer to our discussions prior to our contract with Messrs. Rothschild
and Sons; but as you have alluded to those discussions, we have no option in the matter, and must
therefore recall to your memory what passed between us.

On the 18th February last we met, at your request, at your residence, No. 49, George Street,
Portman Square. We found a leading member of the Stock Exchange with you, and you stated to
us that he had informed you that, in his opinion, two millions might be placed at a price to realize
92 per cent; three millions, 91 ; and four millions,90. He added, that if two millions were sold to
a syndicate at 92, he was of opinion that the other two millions might, in about eight months, be like-
wise disposed of. He suggested that the syndicate should have the option of taking the last two
millions at any time within the eight months.

You objected to those terms, and stated in his presence that " the necessities of the Government
of New Zealand were such that you must have the four millions taken firm," and added, "In fact the
Government was in a mess, and must get out of it as best it could."
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We, thefour Loan Agents, subsequently discussed the matter (the member of the Stock Exchange
having left), and you informed us that, in your opinion, it would be very advantageous to dispose of
the whole four millions to Messrs. Rothschild and Sons, if necessary, at the price offered by them—
viz. 88 net—but that you had reason to believe that they would give more, a net 90.

One of us declared in the most emphatic manner thathe for one would neither accept nor enter-
tain such a proposition till it had been proved that better terms could not be obtained elsewhere, and
in this determination your other co-Agents agreed.

You informed us that you considered that a serious responsibility would rest with us if we rejected
such terms. In turn we stated that, in our opinion, we should assume a much heavier responsibility by
agreeing to such a sacrifice.

You stated that in your opinion it would be an immense advantage to the colony to have at its
back such a financial house as that of Messrs. Rothschild and Sons ; that the credit of New Zealand
had already suffered seriously from the want of such an agency ; and that, if Messrs. Rothschild and
Sons had held such a position, you were sure that they would either have immediately answered tbe
articles hostile to New Zealand which appeared in " Eraser's Magazine" and the "Pall Mall Gazette,"
or have telegraphed to the Government for instructions on the subject. We did not concur in either
opinion.

During our discussion, finding that material differences of opinion existed between you and our-
selves, we reminded you thatwe were clothed, by the Order of the Governor in Council, with equal
powers with yourself, and that we were therefore bound to express our opinion freely, and exercise our
own judgment, guided by past experience.

You then stated that if you, as Colonial Treasurer, gave us an order, as Loan Agents, to accept
Messrs. Rothschild and Sons' terms, we should be bound to do so ; and when, on a subsequent occasion,
you repeated the same, we, without calling in question the propriety of such an intimation from our
co-Agent, or allowing it to influence our independence of action in the trust confided to us by the
Colonial Government, expressed our readiness and our intentionto be guided by the necessities of the
Government, upon which you alone could enlighten us. But, at the same time, one of us told you
distinctly that, in his opinion, the Order of the Governor in Council appointing the Loan Agents gave
you no powerto give your co-Agents such an order ; that he had carefully considered the question, and
that if you were determined on your own responsibility to sell to Messrs. Rothschild and Sons, at a
price he considered unsatisfactory, he would withdraw from all participation in the transaction ; but,
guided by the necessities of the New Zealand Government, would not decline to sign the debentures.
Such appeared theonly course open to him ; but in return for the confidencewhich successive Colonial
Cabinets had reposed in himself and Sir P. G. Julyan, which he had always highly prized, he would
be compelled to record the reasons which had induced him to pursue such a course of action.

We have been forced most reluctantly to refer at some length to these discussions, because the
eighth paragraph of your letter under acknowledgment appearsto us to be open to erroneous infer-
ences. We allude to the following portion of it, in which you say that, "insubstance, what I stated to
you was, that during this and tbe next year very heavy works would be completed; and that the
requirements of the colony were such as to make me desire the negotiationof the whole amount, if
possible, and to make me not content with the negotiationof less than three millions."

We frequently discussed with you the expediency or otherwise of raising the money by instal-
ments, instead of dealing with the whole loan by one operation. We are not aware of your having
told us that the proceeds of the sale of the Four Millions debentures would be required to pay for
public works to be completed "during this and the next year." On the contrary, we endeavoured to
elicit from you what the wants of the Government were which would justifyus in consenting to the
course you advocated of disposing of the wholeat once; and although we failed to obtain from you
any exact statement of your requirements, you distinctly informed us that negotiations must be con-
ducted on the basis of a fixed or firm price for the whole—three-fourthsof the money to be paid at
short intervals ending in August, 1875, and the remaining fourth not later than February, 1876.

Had we been given to understand that the expenditure of the money was to have been spread
over two years, we should most certainly have been no parties—in the absence of instructions—to the
raising of the whole amount so far in advance, a step which may, and probably will, entail upon the
colony considerable loss, inasmuch as we cannot hope to obtain upon proper security, for the temporary
loanof the money, the same rate of interest as will be paid for it, the difference between the two
rates beingat this moment upwards of2 per cent, against the Government.

We still think that a better price would have been secured for this loan if the requirements of
your Government had permitted the sale of it by two instalments, and we agreed to theprice finally
given by Messrs. Rothschild and Sons (91), on the understanding that it was necessary to secure at
once a " firm price " for the whole ; but we beg to repeat what we have already stated in ourreport to
the Colonial Secretary, dated 19th ultimo, that, considering its magnitude, " the terms upon which this
transaction has been carried out appearto us exceptionallyfavourable."

We have, &c,
P. G. Julyan.
I. E. Featherston.

The Hon. Julius Vogel, C.M.G. W. C. Sargeaunt.

Enclosure 5 in No. 5.
The Hon. Sir J. Vogel to the Loan Agents.

7, Westminster Chambers, Victoria Street, Westminster, S.W.,
Gentlemen,— 10th April, 1875.

In your letter of 19th March, 1875, to the Colonial Secretary of New Zealand, a copy ol
which you sent to me, I observe a statement that the price realized for £500,000 4^ per cent, deben-
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tures, sold' during January, " 1874, was £97 4s. 2d. per cent., after deducting commission and
brokerage.

As this statement does not correspond with information previously supplied by you, I shall be
obliged by your furnishing me with therates of commission and brokerage paid.

I have, &c,
Sir Penrose G. Julyan, K.C.M.G. Julius Vogel.
I. E. Featherston, Esq.
W. C. Sargeaunt, Esq.

Enclosure 6 in No. 5.
The Loan Agents to the Hon. Sir J. Vogel.

Sib,— London, 12th April, 1875.
Inreply to the inquiry contained in your letterof the 10th instant, we beg to inform you that

on the £500,000 4_ per cent, disposed of in January, 1874, the charges for commission and brokerage
were as follow:—

i per cent, commission on the whole ;
i „ brokerage on £388,900 ; and
i „ do. on £111,100.

If credit be takenfor the market value of a portion of the proceeds of this loan, received some
days in advance of the date when the debenturesbegan to bear interest, the £97 4s. 2d. referred to in
your letter under acknowledgment should be increased to £97 7s. 3d.
object. We have, &c,

P. G. Julyan.
W. C. Sargeaunt.
I. E. Featherston.

The Hon. Julius Vogel, C.M.G., 7, Westminster Chambers, S.W.

No. 6.
The Hon. Sir J. Vogel to the Hon. Dr. Pollen.

7, Westminster Chambers, Victoria Street, Westminster. S.W.,
Sib,— 4th May, 1875.

Since my letter of 6th April- enclosing copy of correspondence respecting the negotiation of
the Four Million Loan, I havereceived afurther communication from the three Agents.

I have had so very much business to attend to, that I have not yetbeen able to forward my reply ;
but I hopeto do so during the next few days, and to send you copies by the mail via Brindisi.

I have, &c,
The Hon. Dr. Pollen, &c. Julius Vogel.

No. 7.
The Hon. Sir J. Vogel to the Hon. Dr. Pollen.

7, Westminster Chambers, Victoria Street, Westminster, S.W.,
Sib,— 4th May, 1875.

I have the honor to forward to you copy of correspondence with the Bank of New Zealand on
the one hand, and with Sir P. G. Julyan, Mr. Featherston, and Mr. Sargeaunt on the other, respecting
the Government balances with the Bank.

2. I may observe that it was not until I had informed the Agent-General of the terms I had
made with theBank that any intimation was given to me of its being deemed desirable to remove part
of the account.

3. In explanation of my having negotiated with the Bank, I may state that recollection of the
warrant of January, 1873, had passed from my mind—or, rather, I remembered it only as a step
intended to give power to the Agents to remove the account in case of any difficulty arising, and as
certainly not intended to enable them, without some very strong reason, to upset the arrangement
between the Government and the Bank of New Zealand. I apprehend that if the Agents were to
upset thatarrangement withoutour having given six months' notice, the Bank might have a large claim
against us.

4. I felt no uneasiness about allowing the amount, which you will observe is mentioned, viz.
£1,500,000, to remainwith the Bank. On the contrary, I felt that, looking at the circumstances of the
colony, the very high rate of interest there, and the consequent heavy charge for discount, that the
colony would benefit by theBank being enabledto enlarge its colonial resources. Ido not doubt that
the rates of interest and of discount in the colony have already been reduced, or are about to be
reduced.

5. The unexpected extent to which deposits on the loan have been paid up makes the amount in
the Bank more than I had anticipated ; aud I shall endeavour to arrange for the investment in
Exchequerbills of all sums in excess of the one million and a half.

6. I hope that the Government will be satisfied with the course I have adopted, and which I
propose to adopt.

I have, &c,
The Hon. D. Pollen. Julius Vogel.
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Enclosure 1 in No. 7.
The Hon. Sir J. Vogel to the Manager, Bank of New Zealand.

7, Westminster Chambers, Victoria Street, Westminster, S.W.,
Sir— 16th March, 1875.

The largeness of the amount of the loan lately deposited, together with the fact that a con
siderable sum will probably be kept with your Bauk for more than the usual temporary period, lead me
to hope that you will see your way to offering some more favourable termsfor the deposit than you
have hitherto given.

I shall be glad to hear from you on the subject.
I have, &c.,

The Manager, Bank of New Zealand, Old Broad Street. Julius Vogel.

Enclosure 2 in No. 7.
The Manages, Bank of New Zealand, to the Hon. Sir J. Vogel.

Sib,— Bank of New Zealand, London, 30th March, 1875.
I have the honor to acknowledge the receipt of your letter of the 16th instant, expressing the

hope that this Bank may see its way clear to offer some more favourable terms for the Government
deposit than it has hitherto given, on the ground of the largeness of the amount, and that a con-
siderable sum will probably be left with it for more than the usual temporary period. Your letter has
been considered by the London Board of Directors, with an anxious desire to meet yourviews as nearly
as possible ; and, in reply, I am instructed to state that, although the inference seems reasonable, that
if on short notice of withdrawalthe Bank can afford to allow the Government 1 per cent, underBank
rate, it should be able to pay a higher rate on a deposit for longer than tho usual temporary period,
yet, with the explanation before you as to the means and practice of safely employing large sums of
money in this market, which cannot be used in ordinary banking business, and admitting the right of
the Bank to a small remuneration to coverrisk and trouble in investments,I think you will be satisfied
that a»y material increase in the rate, say of _ per cent, only, may change a small margin of profit
into positive loss, even without taking the risk of loss on investments into consideration. As you are
doubtless aware, there are at all times iv London two marketsopen for the employment of money—that
of Lombard Street for loans secured by the deposit of Bank and other bills and English Government
securities, and that of the Stock Exchange for loans on all kinds of Home and Foreign securities,
colonial bonds, railway stocks, &c. ; and the relative safety of the security offered in each case rules
the rate of interest on the loan.

In Lombard Street, for loans on Bank bills andEnglish Government securities the rate rules from
1 to I per cent, under the Bank rate for the time being when money is plentiful, to | to
■j per cent, under Bank rate when money is dear. On the Stock Exchange, for the period
between the bi-monthly days of settlement, the rate in easy times on good foreign non-speculative
stocks and colonial securities, deducting brokerage is Bank rate; whilst on the speculative stocks i
per cent, over Bank rate may be secured But upon the Stock Exchange the responsibility of
borrowers is not so ascertainable, and it is difficult, consistent with absolute safety, to lend any large
sums of money withcertainty. In excited times, and when money is very dear, higher prices than these
are current both in Lombard Streetand on the Stock Exchange, but it then becomes difficult to employ
a large sum ofmoney safely. Of the two markets, it need hardly be said that it is the Bank's practice
to lend its surplus funds in Lombard Street, on the grounds not oidy of the nature of the security
offered, but of the well-knownresponsibility of the borrowers. It will thereforebe apparent, in order
to judgeclearly of theposition of the Bank in regard to the Government deposits, and the fairness of
requiring an increasedpayment from it, that it will be necessary to comparethe rateof interest allowed
to the Government with the rate current in Lombard Street; and further to remember .that there are
times of pressure to lend, as well as times of pressure to borrow. When the former periods occur,
the Bank may be (and has in practice been) left with sums on hand which mayprove a positive loss,
and when the latter periods occur the risk of lending is largely enhanced. It does not therefore
appear that the circumstances warrant any concession being made in the rate allowed upon the tem-
porary balances of the Government. But with a view to meet the present exceptionalcondition of the
Government account, and as a course likely to prove satisfactory to both parties, we beg to propose :—1. That the Bank should act as agents for the Government in the loaningof the funds, on such securi-
ties as may be agreed upon, and that the Bank should receive a commission of per cent, for
such agency; or, 2. That the Bank (on the ground that some increased freedom of action in point of
time will be afforded) will allow a fixed rate of 3 per cent.; £1,500,000 to be fixed for twelvemonths
from a date to be agreed upon, the remainder of the Government balance to remain under the present
arrangement of 1 per cent, under Bank of England rate, and subject to the present condition
of ten days' notice, &c, this rate of 3 per cent, having been fixed in view of the present pros-
pect of cheap money, and by consideration of tbe fact that the average Bank of England rate for
1874 was £3 13s. 9d. per cent. ; or—3. That the Bank will allow the Government f per cent,
instead of 1 per cent, below the Bank rate for the time being on the sum of £1,500,000, to be fixed in
equal sums for six and twelve months respectively, and that the balance remain subject to the present
arrangementof 1 per cent, under Bank rate, rising and falling therewith, subject to withdrawal to
meet the financial requirements of the Government, of which reasonable notice is to be given.

The Directors confidently express the hope that the fairness of these propositions will enable
you to accept one of them.

I have, &c,
F. Larkworthy,

The Hon. J. Vogel, C.M.G. Managing Director.
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Enclosure 3 in No. 7.
The Hon. Sir J. Vogel to the Manager, Bank of New Zealand.

7, Westminster Chambers, Victoria Street, Westminster, S.W.,
Sib,— 7th April, 1875.

I have the honor to acknowledge the receipt of your letter of March 30th, in reply to mine
of 16th.

2. Your letter contains a very interesting statement of the various modes of advances upon
securities in the London market. I note with satisfaction the practice of your Bank to prefer lending
your surplus funds upon securities of the highest class, even at a sacrifice of interest, rather than
upon those of a more speculative character.

3. Respecting the three propositions you make, I may dismiss the first, by saying that it would be
foreign to theproper functions of the Government to enter into an arrangement which, though pro-
bably more profitable, would virtually throw upon the Government the whole responsibility for the
safety of the investments.

4. Your second proposition, for a fixed rate of interest, amounts to a speculative decision upon
the part both of the Government and the Bank: that is to say,if the rate of interest should materially
rise, the Government would be a loser, whilst, should there be a material fall in the rate, the Bank
would be a loser. Iv any event, the arrangement could not be satisfactory to both parties to it.
Where the rate of interest is subject to such constant variation as it is in the London market, a
fixed rate would be open to the objections I have pointed out. In the colony a fixed rate is adopted;
but there the price of money is less subject to change.

5. The third proposition I will entertain, if you will so modify it as to make it apply to all the
Government balancesof the loan in your hands during the year ending,say, sth April, 1876. I cannot
undertake positively to fix with your Bank £1,500,000 for six and twelve months as proposed; but the
proceeds of the loan will only be withdrawn from you to meet the purposes for which the loan is appli-
cable ; and your average balance during the ensuing year will certainly be not less than that which
your letter points to—namely, £1,500,000 during thefirst six months, and half that amount during the
next six months. I have, &c,

The Manager,Bank of New Zealand, Old Broad Street. Julius Vogel.

Enclosure 4 in No. 7.
The Manages, Bank of New Zealand, to the Hon. Sir J. Vogel.

Sic,— Bank of New Zealand, London, 15th April, 1875.
I have the honor to acknowledge the receipt of your letter of the 7th instant, which has been

submitted to the London Board of this Bank.
I am requested to inform you, in reply, that the directors agree to the modifications in their third

proposal, as suggested by your paragraph No. 5.
I am, &c,

F. Larkworthy,
The Hon. J. Vogel, C.M.G., 87, Gloucester Place, Portman Square. Managing Director.

Enclosure 5 in No. 7.
The Hon. Sir J. Vogel to the Agent-General.

Sir,— London, 16thApril, 1875.
The Colonial Treasurerhas the honor to inform the Agent-General that he has arranged with

the Bank of New Zealand here to increase, for one year, from sth April, 1785, the rate of interest
upon moneys of the Government deposited with the Bank; and that, instead of paying interest 1
per cent, less than the current rate of the Bank of England, the Bank of New Zealand will, during the
year specified, pay interestonly } per cent, less than the Bank of England rate.

It is desirable that the officer who checks the Government account with the Bank should be
informed of this arrangement. I have, &c,

The Agent-General for New Zealand. Julius Vogel.

Enclosure 6 in No. 7.
The Loan Agents to the Hon. Sir J. Vogel.

Sir,— London, 20th April, 1875.
In consequence of the purchasers of the recent £4,000,000 Loan having paid up, under

discount, the instalments in anticipation of the due date, the amount at present standing to the credit
of the New Zealand Public Account at theBank of New Zealand is £2,228,482.

We have anxiously considered the propriety of keeping so large an amount at any one Bank, and
by way of precaution we propose, acting under the powers vested in us by Governor's warrant of the
18thday of January, 1873, to divide the amount, by placing portions of it on depositwith some of the
large joint-stock Banks, such as the London and Westminster and London Joint Stock.

Before doing so, however, we desire to take advantage of your presence in this country, by
requesting you to be so good as to inform us whether you see any objection to the course we propose.

A copy of the warrant and of the letter which accompanied it, is herewith enclosed. s
We have,&c,

P. G. Julyan,
I. E. Featherston.

The Hon. Sir J. Vogel. W. C. Sargeaunt.
3—B. 5.

Seepage 23,
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Sub-Enclosure to Enclosure No. 6.
Mr. Hall to the Agent-Geneeal.

Sic,— Treasury, Wellington, New Zealand, 18th January, 1873.
I have the honor to enclose a copy of " The Public Revenues Amendment Act, 1872," and to

call your attention to section 16 of that Act.
I transmitlikewise a warrant under the hand of His Excellency the Governor, appointing you, in

conjunction with P. G. Julyan, Esq., C.8., and W. C. Sargeaunt, Esq., to be agents for appointing
the bank at which the New Zealand Public Account shall be kept, and authorizing any two of the
agents so appointed to operate on that account.

It is the desireof the Government that the account shall be kept at the Bank of New Zealand;
but, as a means of precaution, you areempowered, under thewarrantenclosed, to remove theaccount to
some other Bank, shouldcircumstances at any time render it expedient to adopt that step.

You will observe that the immediate effect of this constitution of the New Zealand Public Account
is to necessitate the maintenance of but one account at the Bank, from which account all transfers for
expenditure, to be made either by yourself or by the Crown Agents, will be made to subordinate
accountsin the namesof thepersonsoperating on those accounts, to be styled in each case the " Imprest
Account."

Thus, the transactions occurring in the " New Zealand Public Account" will be, on the one side,
all sums lodged to that account for loans raised, or other original receipts ; and, on the other side, the
several sums transferred for expenditureto the " Imprest Accounts."

These " Imprest Accounts " will consist of—
■The account of the Colonial Agent for moneys transferred to his credit, to make authorized

payments; and
The accounts of the Crown Agents for moneys transferred to their credit to pay interest and

sinking fund, or other authorized payments.
As the latestLondon accounts reaching New Zealand prior to the 30th June are those for the

month ending the 31st March previous, it is desirable that any balance at credit of your Imprest
Account on tbe date last namedshould be repaid on that date into the New Zealand Public Account,
and that any balance at the credit of the Crown Agents (except the balance ofmoneys in their hands
applicable to thepayment of interestand sinking fund dueprior to that date) should berepaid in like
manner; such sums as may be required for expenditure being reissued from the New Zealand Public
Account on the Ist April.

Thus, on closing the accounts of the colony on the 30th June, the English Imprest Accounts
incorporated thereinwill be found to be closed, and will be uniform with those of the colony at the end
of the financial year in that important particular.

You will be good enough to call the attention of the Bank to the requirements of section 18of the
Act in respect of the Bank sheet, and you will please to take care that the Imprest Accounts are
rendered in compliance with section 19.

I shall be glad if you will transmit a copy of this letter to Mr. Julyan, and one to Mr. Sargeaunt,
as there is not time to forward themfrom herebefore the closing of the mail.

I have, &c,
John Hall,

I. E. Featherston, Esq., M.D., (in the absence of Mr. Vogel).
Agent-General for New Zealand.

Sub-Enclosure.
Copy of Governor's Warrant.

Dated Wellington, 18th January, 1873.

Enclosure 7 in No. 7.
The Hon. Sir J. Vogel to the Loan Agents.

Westminster Chambers, Victoria Street, Westminster, S.W.,
Gentlemen,— 29th April, 1875.

I have the honor to acknowledge the receipt of your letter of the 20th April, enclosing to me
copy of a warrant,dated January, 1873, and of a letter which accompanied it, in which you state that
you propose actingunder the powers of that warrant,for the purpose of placing portions of the moneys
now deposited with the Bank of New Zealand in some of the large joint-stock banks, such as the
London and Westminster andLondon Joint Stock; and you ask me to state whether I see any objec-
tion to the course proposed.

2. In reply, I have to say that the warrant and the letter accompanying it, of which you forward
me a copy, were meant to give you power to remove the Government funds deposited with the Bank
of New Zealand,' in case you were of opinion that that bank was getting into difficulties, and that the
documents were not intended to be otherwise acted upon.

3. The Government are under an agreementwith the Bank of New Zealand, and six months'
notice is necessary, in order to end it. At the same time, there are frequent negotiations for modifica-
tions of the terms of the agreement.

4. In 1872, you addressed the Government uponthe question of keeping such large balances with
the Bank of New Zealand, and the reply was, that you might be at liberty to invest some portion of
the Governmentfunds in Exchequerbills, if you thought it desirable to do so; but tbat the balance was
to be kept at the Bank of New Zealand. Subsequently, legislation took place, with the view, as I have
said, of enabling the representatives of the colony in England to take action in case of difficulty
arising.

5. So little, however, did I contemplate the present necessity of moving the balances, or any
portion ofthem, from the Bank of New Zealand, that, as Colonial Treasurer, I lately negotiated with
the Bank for increasing therate of interest; and it was only after I had informed the Agent-General
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of the result of those negotiations—namely, a concession of . per cent.—that I was informed that you
proposed to disturb the balances.

6. You now ask my opinion upon the subject. I reply, that if you were to adopt the course you
propose, you would upset an arrangement which, as Colonial Treasurer, I had made. I am quite
unaware of any goodreason for withdrawing part of the account, as proposed by you. The interests
of the Bank of New Zealand are intimately bound up with the interests of the colony; and I do not
see why we should enter into relations with other Banks.

7. It is true that the balance is at present a very large one ; but it will shortly be much reduced.
In the colony it will be largely drawn against, and the bills purchased by theBank of New Zealand;
so that, in reality, the Bank will be giving to the Government, in the colony, a very considerable sum,
which nominally remains on deposit with the Bank, and bearing interest here.

8. I do not think that, upon the whole, the responsibilities of the Bank of New Zealand to the
Government are in excess of the general responsibilities of the Bank of New South Wales to the
Government of New South Wales ; and, unless you have weighty reasons for doing so, I cannot
conceive a course more prejudicial to the interests of the colony than that of throwing discredit upon
the principal local Bank.

9. With a view to this question being well considered by the Government, I am willing to take
upon myself the responsibility of instructing you not to act as you have proposed, except upon further
instructions from the colony.

A copy of the correspondencewith the Bank is attached.
I have, &c,

Sir Penrose G. Julyan, K.C.M.G. Julius Vogel.
I. E. Featherston, Esq.,
W. C. Sargeaunt, Esq.

No. 8.
The Loan Agents to the Hon. the Colonial Secretary.

Sib,— London, 4th May, 1875.
In continuation ofour letter of the 6th ultimo, we transmit to you a statement showing the

amounts received on account of the £4,000,000 loan, from the 6th April to the 3rd instant inclusive.
We have, &c,

I. E. Featheeston.
The Hon. the Colonial Secretary, Wellington, N.Z. W. C. Sargeaunt.

Enclosure in No. 8.
New Zealand 4_ per Cent. 5/30 Debenture Loan of £4,000,000.

Statement showing Amount Received on Account of the above Loan from 6th April to 3rd May,
1875, inclusive.
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5. Dr.
6. Balance of former Statement

Sundry subscribers, amount paid in full on £12,900 scrip (less 5 per cent.
discount, as per contra)

Ditto, first instalment, due 7th April, paid on account of £37,400 scrip ...
7. Ditto, amount paid in full on £198,600 scrip (less 5 per cent, discount,

as per contra)
Ditto, first instalment, due 7th April, paid on account of £1,080,700 scrip

8. Ditto £138,400 ditto ditto
Ditto, interest at 5 per cent, on instalments in arrear
Ditto, amount paid in full on £5,300 scrip (less 5 per cent, discount, as

per contra)
9. Ditto £2,100 ditto ditto

Ditto, first instalment, due 7th April, paid on account of £10,400 scrip...
Ditto, interest at 5 per cent. ditto ditto

10. Ditto, amountpaid in full on £800 scrip (less 5 per cent, discount, as
per contra)

Ditto, first instalment, due 7th April, paid on account of £26,300 scrip...
Ditto, interest at 5 per cent. ditto ditto

12. Ditto, amount paid in full on £2,000 scrip (less 5 per cent, discount, as
per contra

Ditto, first instalment, due 7th April, paid on accountof £243,000 scrip
Ditto, interest at 5 per cent. ditto ditto

13. Ditto bondholders, amount paid in full on £10,900 scrip (less 5 per cent,
discount, as per contra)

Ditto, first instalment, due 7th April, paid on accountof £9,800 scrip ...
Ditto, interest at 5 per cent. ditto ditto

14. Ditto, amount paid in full on £23,100 scrip (less 5 per cent, discount, as
per contra)

Ditto, first instalment, due 7th April, paid on account of £4,300scrip ...
Ditto, interest at 5 per cent. ditto ditto

15. Ditto, amountpaid in full on £262,800 scrip (less 5 per cent, discount, as
per contra)

£ s. d.
2,143,060 19 10

10,320 0 0
7,480 0 0

158,880 0 0
216,140 0 0
27,680 0 0

1 5 11

4,240 0 0
1,680 0 0
2,080 0 0

0 11 7
480 0 0

5,260 0 0
2 3 3

1,200 0 0
48,600 0 0

33 0 8

6,640 0 0
1,960 0 0

1 14 9

15,920 0 0
860 0 0

2 13 4

157,680 0 0
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Statement showing Amount Received—continued.
Sundry subscribers, first instalment, due 7th April, paid on account of

£15,2000 scrip ,., ... ... ... ... ... 3,040 0 0
Ditto, interest at 5 per cent. ditto ditto 3 6 7

April 16. Ditto, amount paid in full on £6,300 scrip (less 5 per cent, discount, as
per contra) ... ... ... ... ... ... 3,780 0 0

Ditto, first instalment,due 7th April, paid on account of £1,700 scrip ... 340 0 0
Ditto, interest at 5 per cent. ditto ditto 0 6 2„ 17. Ditto, amount paid in full on £2,100 scrip (less 5 per cent, discount, as

per contra) ... ... ... ... ... ... 1,260 0 0
Ditto, first instalment, due 7th April, paid on account of £5,400 scrip ... 1,080 0 0
Ditto, interest at 5 per cent. ditto ditto 19 8„ 19. Ditto, amount paid in full on £6,700 scrip (less 5 per cent, discount, as

per contra) ... ... ... ... ... ... 4,020 0 0Ditto, first instalment, due 7th April, paid on account of £31,500 scrip ... 6,300 0 0
Ditto, interest at 5 per cent. ditto ditto 10 7 1„ 20. Ditto, amount paid in full on £5,500 scrip (less 5 per cent, discount, as

per contra) ... ... ... ... ... ... 3,300 0 0
Ditto, first instalment, due 7th April, paid on account of £4,000 scrip ... 800 0 0
Ditto, interest at 5 per cent. ditto ditto 18 5„ 22. Ditto, subscribers, 80 per cent, on £100, scrip paid in full ... ... 80 0 0
Ditto, 60per cent, on £6,800 scrip (less 5 percent, discount, as per contra) 4,080 0 0
Ditto, interest at 5 per cent, on ditto ditto 0 0 10„ 23. Ditto, 60 per cent, on £100scrip paid in full (less 5 per cent, discount, as

per contra ... ... ... ... ... ... 60 0 0„ 24. Ditto, 15per cent, on £1,000 ditto, due 4th May ... ... ... 150 0 0„ 26. Ditto, 60 per cent, on £1,000 scrip paid in full (less 5 per cent, discount
as per contra) ... ... ... ... ... ... G00 0 0„ 27. Ditto, ditto on £21,300 ditto ditto 12,780 0 0„ 28. Ditto, ditto on £5,500 ditto ditto 3,300 0 0Ditto, 20 per cent, on £1,000 ditto due7th April 200 0 0Ditto, interest on ditto at 5 per cent. ... ... ... ... 0116„ 29. Ditto, 80 per cent, on £10,000 ditto paid in full 8,000 0 0Ditto, 60 per cent, on £7,700 ditto paid in full 4,620 0 0

Ditto, 15 per cent, on £15,100 ditto due 4th May... 2,365 0 0Ditto, interest on arrears at 5 per cent. ... ... ... ... 606„ 30. Ditto, 60 per cent, on £34,700 scrip paid in full ... ... ... 20,820 0 0Ditto, 20 per cent, on £3,000 ditto due 7th April... '600 0 0Ditto, 15per cent, on £2,600 ditto due 4th May... 390 0 0Ditto, interest on arrears at 5 per cent. ... ... ... ... 1 17 9May 1. Ditto, 15 per cent, on £1,000 scrip due 4th May ... ... ... 150 0 0„ 3. Ditto, ditto on £20,300 ditto ditto 3,030 0 0Ditto, 60 per cent, on £1,400 ditto paid in full (less 5 per
cent, discount as per contra) ... ... ... ... 840 0 0

£2,896,212 17 10
1875. Cb.

April G. Sundry subscribers, discount at 5 per cent, on payments made in full this £ s. d.day on £12,900 scrip, as per contra ... ... 81 16 3„ 7. Ditto ditto £198,600 ditto ... ... 1,237 0 7„ 8. Ditto ditto 5,300 ditto ... ... 32 11 6„ 9. Ditto ditto 2,100 ditto ... ... 12 14 5„ 10. Ditto ditto 800 ditto ... ... 4 15 7„ 12. Ditto ditto 2,000 ditto ... 11 12 5„ 13. Ditto ditto 10,9000 ditto 62 7 8„ 14. Ditto ditto 23,100 ditto ... ... 130 5 3„ 15. Ditto ditto 262,800 ditto ... ... 1,463 4 5„ 16. Ditto ditto 6,300 ditto ... ... 34 11 2„ 17. Ditto ditto 2,100 ditto ... ... 11 7 l„ 19. Ditto ditto 6,700 ditto ... 35 3 6„ 20. Ditto ditto 5,500 ditto ... ... 28 8 4„ 22. Ditto ditto 6,900 ditto ... ... 34 10 0„ 23. Ditto ditto 100 ditto ... 0 9 10„ 26. Ditto ditto 1,000 ditto ... ... 4 13 4„ 27. Ditto ditto 21,300 ditto ... ... 97 8 5„ 28. Ditto ditto 5,500 ditto ... 24 15 0„ 29. Ditto ditto 17,700 ditto ... ... 78 3 8„ 30. Ditto ditto 34,700 ditto ... ... 150 9 6May 3. Ditto ditto 1,400 ditto ... 5 13 1

£3,542 1 0
Balance ... 2,892,670 16 10

I. E. Featheeston, ~) T . ■ .
W. C. Sargeaunt, jLoan ASents- £2,896,212 17 10The Hon. the Colonial Secretary, Wellington, N. Z. ===—- -r-

London, 4th May, 1875.
£2,896,212 17 10
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No. 9.
The Hon. Sir J. Vogel to the Hon. Dr. Pollen.

7, Westminster Chambers, Victoria Street, Westminster, S.W.,
Sic,— 12th May, 1875.

I have now the honor to forward to you copy of the further correspondence respecting the
negotiation of the Four Million Loan, to which Ireferred in my letter of the 4th May.

I have, &c.,
The Hon. Dr. Pollen. Julius Vo&el.

Loan Agents,
12th April, and
reply of sth May.

No. 10.
The Loan Agents to the Hon. the Colonial Seceetaey.

Sic,— London, 13th May, 1875.
We have the honor to enclose a statement showing the sums received, since our lastadvice of

the 4th instant, in respect of the Four Million Loan lately contracted.
2. The total amount paid into theBank of New Zealand on this account, up to yesterday inclusive,

is £3,157,344 17s. 10d., and the balance standing to the credit of the Public Account with that Bank
is now £2,486,788 18s. 6d.

3. On the 19th April, 1872, when addressing you with reference to the disposal of the proceeds of
a loan of one million, we expressed ourselves as follows: —

" 8. Although we shall of course, in compliance with your instructions,place the whole of this
money on deposit with the same Bank, we feel that we should be assuming a very graveresponsibility
if we failed to draw the attention of the Government to the magnitude of the sum thus to be dealt
with ; and without for a moment calling in question the solvency and honour of the Bank of New
Zealand, we think we may fairly question the expediency ofventuring so large a sum with this, or any
other Bank similarly constituted, whosewhole capital—supposing it to be intact—is, we believe,but
£600,000 sterling."

4. In reply to that representation, the Colonial Treasurer, in a letter dated Bth Junefollowing,
informed the Agent-General that,—"Inview of the large sums that will have been received for the second instalment of the New
Zealand Loan, I have the honor to request thatyou will, if you think it desirable, invest aportion, say
about one-half the amount, in Exchequer bills."

5. With the recollection of these circumstances before us, and bearing in mind that the magnitude
of the amount now to be disposed of wouldrender the precautions we then advanced trebly necessary,
we came to the conclusion that it would be our duty, in the execution of the trust committed to us by
the warrant forwarded in Treasury letter of the 18th January, 1873, to distribute the risk, by dividing
the public balance into at least three equal parts, of which one should be left with the Bank of New
Zealand, and the others be placed with two of the leading joint-stock Banks of London.

6. We should here explain that in order to carry out an arrangement which, as we have since
been informed by the solicitor employed on the occasion, Mr. Vogel had entered into with Mr. Russell,
provision had been made in the contract with Messrs. Rothschild that tho moneyshould all be paid into
the Bank of New Zealand ; but in becoming parties to that arrangement we never for a moment con-
templated leaving more than a certain amount there : indeed, Baron Rothschild himself drew our
attention to the seriousresponsibility that leaving such a large sum with one Bank would necessarily
entail.

7. Before removing any part of it, however, we thought it right to ascertain the Treasurer's views
on the subject, and weenclose, for the information of the Government, copy of a letter addressed by
us to Mr. Vogel, and of his reply.

8. Upon receiving such a strong expression of the Treasurer's opinions, and with an earnestdesire
to respect the agreement to which he informs us the Government is committed for at least six months
to come, we thought it best to seek counsel's opinion, in order to ascertain what legal responsibilities
we should incur if we allowed the balance all to remain at one Bank, even though we might be con-
vinced of the imprudence of doing so ; and we find that the advice we have received—copy of which is
enclosed—will enable us to leave Mr. Vogel's arrangements undisturbed until we receive further
instructions from the Government.

9. It is as well, however, that we should point out that Mr. Vogel's view of the power conferred
upon us by the warrant is one which could hardly, under any circumstances, avail the Governmentin
respect of the particular Bank in which the money is deposited. The whole of the banking business
of the Bank of New Zealand is transacted in the colony, and it is from thence alone we could expect
(only when too late) to hear of such difficulties as we are told would justify our removing any part of
the Government balances.

10. The fact that " the interests of the Bank are so intimately bound up with the interests of the
colony " would appear to us to render reasonable precautions no less called for. All precautions of
the kind are taken in view of certain possible eventualities. No country is exempt from periods of
commercial distress, which tell more or less severely upon Banks, and it would only aggravate the
distress of the community, if upon such a crisis overtaking New Zealand any large portion of the
public balances were sacrificed.

11. It is true Mr. Vogel gives us to understand that the money will soon be largely drawn against
by bills sold to theBank in the colony, but we would remind you that your risk in respect of the
amount represented by such bills continues for ninety-three days after their acceptance here on your
behalf by the Crown Agents for the Colonies.

See ante.
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12. Indeed,it would appear to us that, considering the very low rate you now getfor the money
(2-J per cent.), and theprobability that short-dated bills would command a better price in the colony
than those of long date, it might be more advantageous that the available funds of the Government
should be drawn against at ten days' sight.

We have, &c,
P. G. Julyan.
I. E. Featherston.

The Hon. the Colonial Secretary, N.Z. W. C. Saegeaunt.

Enclosure 1 in No. 10.
New Zealand 4r} pee Cent. 5/30 Debentuee Loan £4,000,000.

Statement showing Amount Received on Account of the above Loan, from the 4th to the 13th
May, 1875, both days inclusive.

1875. Dr. £ s. d.
Hay 3. Balance of former Statement ... ... ... ... ... 2,892,670 16 10

Less £100, £2,365 instead of £2,265 having been credited on 29th April
last ... ... ... ... ... ... ... 100 0 0

2,892,570 16 10
„ 4. Sundry Subscribers, 60 per cent, on £79,300. Scrippaid in full (less discount

5 per cent, as per contra) ... ... ... ... ... 47,580 0 0
Ditto, 15 per cent, on £895,300. Scrip due this day ... ... ... 134,295 0 0„ 5. Ditto, 60 per cent, on £400. Ditto paid in full (less discount 5 percent., as

per contra) ... ... ... ... ... ... 240 0 0
Ditto, 15 per cent, on £135,300. Scrip due 4th May ... ... ... 20,295 0 0
Ditto, interest on arrears, at 5 per cent. ... ... ... ... 2 13 2

„ 6. Ditto, 45 per cent, on £2,000. Scrip paid infull (less discount 5 percent., as
per contra) ... ... ... ... ... ... 900 0 0

Ditto, 15 per cent, on £10,600. Scrip due 4th May ... ... ... 1,590 0 0
Ditto, interest on arrears,at 5 per cent. ... ... ... ... 081„ 7. Ditto, 60 per cent, on £400. Scrip paid in full (less discount 5 per cent., as

per contra) ... ... ... ... ... ... 240 0 0
Ditto, 15 per cent, on £10,300. Ditto due 4th May ... ... ... 1,545 0 0
Ditto, intereston arrears, at 5 per cent. ... ... ... ... 0 13 2„ 8. Ditto. 15 per cent on £12,000. Scrip due 4th May ... ... ... 1,800 0 0
Ditto, interest on arrears, at 5 per cent. ... ... ... ... 0 19 9„ 10. Ditto, 45 per cent, on £21,000. Scrip paid in full ... ... ... 9,450 0 0
Ditto, 35 per cent, on £2,000. Ditto due 7th April and 4th May ... 700 0 0
Ditto, interest on arrears (£700), at 5 per cent. ... ... ... 211
Ditto, 15 per cent, on £2,100. Scrip due 4th May ... ... ... 315 0 0
Ditto, interest on arrears (£315), at 5 per cent. ... ... ... 052„ 11. Ditto, 35 per cent, on £1,700. Scrip due 7th April and 4th May ... 595 0 0
Ditto, interest on arrears (£595), at 5 per cent. ... ... ... 1 16 7
Ditto, 15 per cent, on £1,000. Scrip due 4th May ... ... ... 150 0 0
Ditto, interest on arrears (£150), at 5 percent. ... ... ... 0 2 11„ 12. Ditto, 45 per cent, on £2,800. Scrip paid in full ... ... ... 1,260 0 0
Ditto, 15 per centon £11,100. Ditto due 4th May ... ... ... 1,665 0 0
Ditto, intereston arrears £1,665, at 5 per cent. ... ... ... 1 16 7„ 13. Ditto, 45per cent, on £36,700. Scrip paid in full (less discount 5 per cent.

as per contra) ... ... ... ... ... ... 16,515 0 0
Ditto, 15 per cent, on £12,300. Scrip due4th May ... ... ... 1,845 0 0
Ditto, 8 days' interest on £750, at 5 per cent.... ... ... ... 0 16 5
Ditto, 9 ditto ditto £1,095 at ditto ... ... ... ... 1 6 11

£3,133,563 16 8

1875. Cb. £ s. d.
Hay 4. Sundry Subscribers, discount at 5 per cent, on payments made in full this

day on £79,300 scrip, as per contra ... ... ... ... 317 17 8„ 5. Ditto ditto £400 ditto ditto 1 11 6„ 6. Ditto ditto 2,000 ditto ditto 7 15 4„ 7. Ditto ditto 400 ditto ditto 1 10 6„ 10. Ditto ditto 21,000 ditto ditto 76 7 7„ 12. Ditto ditto 2,800 ditto ditto 9 16 7„ 13. Ditto ditto 36,700 ditto ditto 126 10 3

£541 9 5
Balance 3,133,022 7 3

£3133 KfiS 1fi 8at<3,lS3,0t)3 10 »

t , ,^« ,«« wV"ESTOT> J Loan Agents.London, 14th May, 1875. W. C. Saegeaunt, ) 8

£3,133,563 16 8
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Enclosure 2 in No. 10.
Re New Zealand Public Moneys.

Case,preparedby Messrs. Mackrell and Co., and Opinion of Mr. Joseph Brown, Q.C., thereon.
By " The New Zealand Revenues Act, 1867," p. 649, a print of which is sent herewith, certain regula-
tions were laid down as to the management of the funds of the colony.

A loan was subsequently raised in England by the Crown Agents of the Colonies, under the
authority of an Act of the General Assembly, and with reference to the proceeds thereof the Crown
Agents wrote to the Colonial Authorities a letter, of which the following is a copy:—

" 8. Although we shall of course, iv compliance with our instructions, place the whole of this
money on deposit with the same Bank, we feel that we should be assuming a very grave responsibility
if we failed to draw the attention of the Government to the magnitude of the sum thus to be dealt
with; and without for a momentcalling in question the solvency and honour of the A.B.C. Bank, we
think we may fairly question theexpediency of venturing so large a sum with this or any other Bank
similarly constituted, whose whole capital, supposed to be intact, is, we believe, but £
sterling."

In reply to this letter, the Crown Agents * received aletterfrom the ColonialTreasurer, dated Bth
June, 1872, from which the following is an extract:—" Sir,—In view of the large sums that will have been received for the second instalment of the
New Zealand Loan, I have the honor to request that you will, if you think desirable, invest a portion
—say about one-half of the amount—in Exchequer bills, and from time to time sell such portions of
those bills as maybe necessary to provide funds for payments that you may be authorizedto make.

" The balance of proceeds of loan to be placed in deposit in the A.B.C. Bank, as heretofore."
Afterwards an Actwas passed, called "Tho Revenues Act, 1872," aprint of which is sent herewith

(p. 119). The following sectionsare the most important as regards this case :—
" 15. The 15th and three following sections of this Act shall be read as a part of the sth division

of ' The Public Revenues Act, 1867.'
" 16. All moneys, the propertyof the Government of New Zealand in any place beyond thecolony,

shall be paid into an account to be called 'The New Zealand Public Account,' at such bank or banks
as the Governor or as any person or persons duly authorized by the Governor, by warrant under his
hand in thatbehalf, shall direct; and all payments to be made on behalf of the Government of New
Zealand beyond the colony shall be made by such agent or agents as the Governor shall appoint for
that purpose, by cheque upon and shall be paid out of the New Zealand Public Account.

" 17. Such agent or agents shall, immediately after the close of each month, prepare and post to
the Colonial Treasurer an accountof all payments into and out of the New Zealand Public Account
during such month, supported by all such vouchers and other documents as the Colonial Treasurer or
the Commissioners (viz., Commissioners of Audit, section 2) may require.

" 18. Every bank in which the New Zealand Public Account is kept shall,immediately after the
close of each month, prepare and post to the Commissioners a bank sheet, showing the totals of the
creditand debitsides of the New ZealandPublic Account for such month, with the balance brought and
carried forward respectively.

" 19. Whenever such agentor agents shall withdraw moneyoutof the New ZealandPublic Account
by way of imprest for expenditure in the public service, the imprestee thereof shall, immediately after
the close of each month,prepare and post to the Colonial Treasureran account showing theexpenditure
of all such moneys during such month, supported by all such vouchers and other documents as the
Colonial Treasurer or the Commissioners may require. Such imprest shall be debited to a separate
account, called' The ForeignImprest Account,' and all duly authorized expenditure of such moneysshall,
as soon as the account thereof is received, be credited to the Foreign Imprest Account, andcharged
against theproper vote or other authority, but it shall not be necessary to repay the balance of such
moneys into the New Zealand Public Account at the end of the financial year."

In exercise of the authority thereby given to the Governor, he executed the follwing warrant:—Warrant.
To Isaac Earl Featherston, of the City of Westminster, in the United Kingdom of Great

Britain and Ireland, Agent-General for the Colony of New Zealand ; Penrose Goodchild
Julyan, of the Cityof Westminster, in the United Kingdom of Great Britain and Ire-
land, Companion of the Most Honorable Order of the Bath, one of the Crown Agents
for Her Majesty's Colonies; and William Charles Sargeaunt, of the City of London
aforesaid, Esquire, one of the Crown Agents for the Colonies aforesaid, greeting :—Whereas by the 16th section of " The Public Revenues Act, 1872," it is enacted that all moneys

the property of the Government of New Zealand, in any place beyond the colony, shall be paid into an
account to be called "The New Zealand Public Account," at such bank or banks as the Governor,
or as anyperson or persons duly authorizedby the Governor, by warrant under his hand in that behalf,
shall direct, and all payments to be made on behalf of the Government of New Zealand beyond the
colony shall be made by such agent or agents as the Governor shall appoint for that purpose, by cheque
upon and shall be paid out of the New Zealand Public Account.

Now therefore, I, Sir George Ferguson Bowen, K.C.M.G., Governor of New Zealand, do hereby,
in exercise and pursuance of the powers conferred on me by the hereinbefore recited section of the said
Act, authorize and empower you the said Isaac Earl Featherston, Penrose Goodchild Julyan, and
William Charles Sargeaunt, to direct and appoint into what bank or banks in the City of London, in
the United Kingdom of Great Britain and Ireland, all moneys the property of the Government of New
Zealand in the said Cityof London shall be paid to the said account, called the New Zealand Public
Account; and in further exercise and pursuance of the said powers, Ido hereby appoint you the said

Isaac Earl Featherston, Esq.;
Penrose Goodchild Julyan, Esq., C.8.; and
William Charles Sargeaunt, Esq.,

*It was not the Crown Agents, but the Agent-Generalwho received this letter; the mistake is Mr. MackreU's.
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to be Agents for the purpose of making payments on behalf of the Government of New Zealand within
the said United Kingdom of Great Britain and Ireland and tho Continent of Europe, and to be Agents
for the purpose of drawing moneys from the said account, kept at any bank or banks so directed or
appointed by you underthe authority hereinbefore given to you, and for signing cheques upon the said
account kept at any such bank or banks; and Ido further declare and appoint that any power or
authority hereinbefore given to you the said Isaac Earl Featherston, Penrose Goodchild Julyan, and
William Charles Sargeaunt may be exercisedby any two of you.

Given under the hand of His Excellency Sir George Ferguson Bowen, Knight Grand Cross
of the Most Distinguished Order of Saint Michael and Saint George, Governor and
Commander-in-Chief in and overHer Majesty's Colony of New Zealand and its Depend-
encies, andVice-Admiral of the same; and issuedat Wellington, this 18th day of January,
in the year of our Lord 1873.

John Hall.
Such warrantwas forwarded to the parties therein named with a letter of instructions on behalf

of the ColonialTreasurer, dated 18th January, 1873, of which the following is a copy :—■
" I have the honor to enclose a copy of ' The Public Revenues Amendment Act, 1872,' and to call

your attention to section 16 of that Act.
" I transmit likewise a warrant under the hand of His Excellency the Governor appointing you,

in conjunction with P. G. Julyan, Esq., C.8., and W. C. Sargeaunt, Esq., to be Agents for appointing
the bank at which the New Zealand Public Account shall be kept, and authorizing any two of the
Agents so appointed to operate on that account.

" It is the desire of the Government that the account shall bekept at the A. B. C. Bank ; but, as a
measure of precaution, you are empowered tinder the warrant enclosed to remove the account to some
other bank, should circumstances at any timerender it expedient to adopt that step.

" You will observe that the immediate effect of this constitution of the New Zealand Public
Account is to necessitatethe maintenance ofbut one accountat thebank, from which account all transfers
for expenditureto be made, either by yourself or by the Crown Agents, will be madeto subordinate
accounts in the hands of thepersons operating on those accounts, to be styled in each case ' The Im-
prest Account.'

" Thus the transactions occurring in ' The New Zealand Public Account' will be, on the one side
all sums lodged to that account for loans raised or other original receipts ; and on the other side the
several sums transferred for expenditure to ' The Imprest Accounts.' These Imprest Accounts will con-
sist of the account of the Colonial Agent for moneys transferred to his credit to make authorized
payments, and the accounts of the Crown Agents for moneys transferred to their credit to pay interest
on Sinking Fund or other authorized payments.

" As the latest London accounts reaching New Zealand prior to the 30th June are those for the
month ending the 30th March previous, it is desirable tbat any balance to the credit of your Imprest
Account on the date last named should be repaid on that date into the New Zealand Public Account,
and that any balance at credit of the Crown Agents (except the balance of moneys in their hands
applicable to the payment of interest and sinking fund due prior to that date) shouldbe repaid in like
manner—such sums as may be required for expenditurebeing reissued from the New Zealand Public
Account on the Ist April.

" Thus, on closing the accounts of the colony on the 30th of June, the English Imprest Accounts
incorporated therein will be found to be closed, and will be uniform with those of the colony at
theend of the financial year in that important particular.

" You will be good enough to call the attention of the Bank to the requirements of section 18 of
the Act inrespect of the Bank sheet, and you will please to takecare that the Imprest Accounts are
rendered in compliance with section 19.

" I shall be glad if you will transmita copy of this letterto Mr. Julyan, and one to Mr. Sargeaunt,
as there is not time to forward them from here before the closing of the mail."

The nominees in the warrant thereuponwrote to theA. B. C. Bank a letter, of which the following
is acopy :—" Sir, —We enclose for your information copy of an Act passedby tho General Assembly of New
Zealand, to amend the Public Revenues Acts of that colony, and also a copy of a warrant, under the
hand of tho Governor, appointing Messrs. Featherston, Julyan, and Sargeaunt to be Agents in London
for the purposes specified in the 16th and following sections of the Act.

" To enable us to comply with theprovisions of this Act, we have to request that you will, on the
31st instant, open a new account called the 'New Zealand Public Account,' and that you will transfer
to that account whatever balance may then be standing to the credit of the ' Public Works Account 'and to the ' Defence and Other Purposes Account,' together with all interest accrued thereon.

" Under instructions you will receive from the Crown Agents for the Coloniesand from the Agent-
General for New Zealand respectively, further sums will be paid in on the same date to the credit of
the ' New Zealand Public Account,' and thenceforward that account will be operated upon only by the
gentlemen named in the warrant, or by any two of them.

" We have further to request that you will, in compliance with the requirements of section 18 of
' The Public Revenues Act, 1872,' transmit to the Commissioners of Audit in New Zealand monthly,
commencing with the month of April next, a Bank sheet showing the totals of the debit and credit sides
of the ' New Zealand Public Account' for the preceding month, and the balance brought and carried
forward respectively.

" The directions contained in our letter of yesterday for the transfer, at theexpiration often days,
of £20,000 to the account of the Agent-General for New Zealand, will still hold good, only that the
transfer will necessarily be made from the 'New Zealand Public Account,' instead of from the ' Public
Works Deposit Account.' "

No formal appointment has been made of any Bank or Banks into which moneys of the Govern-
ment in England should be paid, but all moneys have been from time to time paid to theA. B. C. Bank
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to the credit of an account, as provided for by the Act of 1872, and such account has been drawn upon
from time to time by the nominees in the warrant as occasion has required, for the purposes of the
New Zealand Government.

It appearsby a Treasury minute that in 1873 an arrangement was come to between the Treasury
in the colony and. the A. B. C. Bank, whoso head office is there, ofwhich the following is a copy :—"As presented to both Houses of the General Assembly by command of His Excellency.
Memorandum of Arrangements under which Banking Business of the New Zealand Government is
conducted by the A. B. C. Bank.

The arrangements under which the bankingbusiness of the New Zealand Government is conducted
by the A. B. C. Bank areas follows :—

" The Colonial Account.
" All moneys lodged to credit of the Public Account at the several branches of the A. B. C. Bank

throughout the colony are transferred every Monday to the credit of the Public Account at the
Wellington Branch, where they arewithdrawnfor expenditure as required.

" Interest is credited on the average balance of the account at the rate of 4 per cent, when the
balance is under £50,000, and at 3 per cent, on the daily balance when above that amount.

" The London Account.
" Allmoneys received in London arepaid into the ' New ZealandPublic Account' at the A. B. C.

Bank, whence they are withdrawn for expenditure as required. Interest is credited on tho daily
balances of this account at the rate of 1 per cent, below the current Bank of England rate of discount
for the time being.

" Overdrafts.
" Interest is charged on debit balances at the rate of 6 per cent, when such balance is less than

£50,000, and 7 per cent, when above that sum, with proviso that if the discount rate of the Bank of
England shall continue for two months in excess of 6 per cent., then an increase in the above rates
shall be allowed for the whole period during which such excess is maintained, equal to the difference
between 6 per cent, and the Bank of England rates.

" Remittances.

" All remittances on Government account between the provinces of New Zealand are made
at par.

" All remittances between New Zealand and the Australian Coloniesare made by draft at fifteen
days at par.

"Remittances at shorter dates at one-half the current rates charged to the public.
" All remittances to London aremade by draft at sixty days at par.
" Remittances at shorter dates at a half per cent, below the current rate, but never below par.

" General Provisions.
" The Bank is to be thebankers for the Government until the arrangementbe determined by six

months' previous notice. All balances belonging to the Government are to be kept at the A. B. C.
Bank.

" C. T. Batkin,

' " Treasury, 2nd August, 1873." " Secretary to the Treasury."
It will be observed that this minute contains no provision as to transmission of moneys from

England to the colony, and that it seems not to have reference to any moneys raised in England, but
only to " balances," which it is considered mean those on ordinary revenue accounts.

It is understood that the Colonial Treasurer, who is now in England, has without any previous
communication thereon with the nominees in the warrant, made some arrangementwith the President
or Managing Director of the English branch of the A. B. C. Bank for the payment of a larger rate of
interest on certain large sums raised in England for the Government, and now in the hands of the
Bank, than is mentioned in the Treasury minute, or than is ordinarily allowedby banks ; and any
interference with such an arrangement,by withdrawing moneys from the Bank, might cause a loss of
such increased interest to the colony as well as probably a loss to the Bank, and a consequent claim
upon the colony for compensation.

These moneys can only be dealt with by cheques signed by the nominees in the warrant, or any two
of them, and in the ordinary way they would only operate upon the account as the requirements or
instructions of the Colonial Government may render necessary.

They have considered that, by virtue of the Act of 1872 and of the warrant given to them there-
under, they have been appointed Agents for managing in London thePublic Account of thecolony, and
that their authority could not be interfered with or controlled, except by some act of equal solemnity
to that which constituted it. But having regard to the large sum. now in the A. B. C. Bank, the
nominees under the warrant are desirous to be advised as to the nature and extent of their duties and
responsibilities under such warrant.

Nothing has been done towards appointing any Bank or Banks under the warrant, except writing
the letter to the A. B. C. Bank of 19th March, 1873.

The nominees in the warrant do notreceive any payment from the New Zealand Government in
respect of the matters therein referred to; but Mr. Featherston receives a salary as Agent-General
of the Colony, and Sir P. Julyan and Mr. Sargeaunt,as Crown Agents for the Colonies,receive certain
commissions in respect of payments of interest on loans raised for the colony.

Counsel is requested to advise—4—B. 5.
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1. Whether the nomineesin the warrant areunder any obligation to appoint oneor more Bank or
Banks for the purposes therein mentioned ?

2. What is the nature and extent of the authority conferred upon them ?—
(«.) As regards the appointment of tbe Bank or Banks, tbat is to say, Is it a continuing

authority to appoint from time to time as they think fit, or can they appoint only once
for all, or is it an authority to direct how moneys belonging to the colony shall from time
to timebe disposed of?

(b.) Would the nominees in the warrant bo controlled in the exercise of their power to
operate upon any banking account by any agreement or arrangement entered into by
the Treasury of the Colony, or by the Colonial Treasurer whilst in England; and how
must such an agreement or arrangement be entered into to be binding on the nominees?

3. What is the nature and extent of the duties and responsibilities of the nominees in the
warrant?—

(c.) As regards the drawing out of moneys from the A. B. C. Bank, or any other Bank into
which money may be paid by the direction or with thepermission of the nominees in the
warrant, that is to say, Are they so bound to exercise a discretion as to tbe amounts
from time to timepermitted to remain in any one Bank, as to be personally liable in
case of the failure of such Bank, if they neglected to drawout moneys, so as to keep the
balance within reasonable limits?

( d.) If theyacted in disregard of any such binding agreementor arrangementas mentioned in
par. {b.) would theybe personally responsible to the Governmentfor any loss of interest
thereby sustained, orfor any compensation thecolony might have to pay the Bank for the
breach of any such agreement or arrangement?

4. Generally, whether the nominees in the warrant are under any, and, if any, what responsibility,
if they allow the large sum at present in the A. B. C. Bank to remain there, and whether they would
be under any, and, if any, what responsibility if they remove it to some other Bank or Banks ?

5. Generally, in what manner, and by whom, can the authority given by the warrant be revoked,
cancelled, or controlled ?

6. How can the nominees in the warrant relieve themselves, or obtain relief, from any responsi-
bility they may be under in regard to it ?

7. And generally to advise the nominees named in the warrant as to their position, under the
circumstances, and the course they should take.

21, Cannon Street, 29th April, 1875.

Opinion.

I think the nominees in the warrant (whom I will term F. J. and S.), having accepted it and acted on
it, come under an obligation to appoint a Bank or Banks for the purposes mentioned.

2. I am of opinion that the warrant was anauthority to appointa Bank from time to time,and to
change it as they saw fit; but that the letteraccompanying the warrant fully authorizedF. J. and S.
to appoint the A. B. C. Bank, and freed them from responsibility for that selection and for its
continuance—leaving, however, to them the duty of removing the account should it become expedient
to do so from any change of circumstances affecting the Bank.

(J.) lam of opinion that F. J. and S. will be practically freefrom liability arising from any arrange-
mententered into by the Colonial Treasury with the Bank—the Treasury standing really in the place
of the Governor for this purpose—and the Governor being the principal of F. J. and S., who can
revoke their authority at any time. It is plain that the Colonial Treasury have made some arrange-
ment with the A.B. C. Bank (Minute of Aug. 2/73), and what the Colonial Treasurer has done in
England seems to be only an improvement or modification of that arrangement; andI think F. J. and S.
must not attempt to disturb it.

(c.) I am of opinion that they are in no way liable for anything which the Colonial Treasury or
Secretary have done with tho Bank, nor bound to exercise any discretion which will interfere with those
arrangements, and if they did so, afterknowing that such arrangements had the sanction of the Colonial
Treasury or the Governor. lam inclined to think they wouldbe responsible for any loss of interest or
damage arising therefrom.

4. This is answered above.
5. The Governor can revoke the warrantat any time. lam of opinion that he can also contract

the exercise of the power given by it, by directions accompanying the warrant, or by interfering
through his Government in the selection of the Bank, and by making arrangements with them.

6. 7. I think that all which F. J. and S. are called upon to do is, to write to the Government
calling their attention to the warrant of January 18/73, and the letter accompanying the same, to the
minute ofAugust 2/73, and to the arrangements made by the Colonial Secretary here with the Bank,
and pointing out that these arrangementsby the Government with the Bank relieve F. J. and S. from
all responsibility for the continuance of the Government account with the Bank as well as for the large
amount of money in its hands, reminding the Governmentof the letter of June 8/72 on occasion of the
former loan, and asking their instructions as to whether F. J. and S. are still to undertake the
responsibility of removing the accountfrom theBank in the event of any emergency arising which may
render it expedient to act before the Colonial Government can be communicated with. As there is no
pressing danger, nor likely to be for a good while to come, I think nothing more than this is required
to define the position ofF. J. and S., and free them from responsibility.

Temple, 30th April, 1875. Joseph Brown.

P.S.—Of course, if F. J. and S. know of any circumstances affecting the stability of the Bank, they
should communicate them to the Government; if they don't, they should say so.—J. B.
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No. 11.
Offices of the Crown Agents for the Colonies,

Silt,— Spring Gardens, London, S.W., 14th May, 1875.
We have the honor to enclose, for the information of the Government of New Zealand,

further correspondence which has taken place between Mr. Vogel and ourselves as Loan Agents, in con-
tinuation of that forwarded to you in our letter of the 16th ultimo.

We have, &c,
P. G. Julyan.
I. E. Featherston.

The Hon. the Colonial Secretary, New Zealand. W. C. Sargeaunt.

Enclosure 1 in No. 11.
The Hon. Sir J. Vogel to the Loan Agents.

7, Westminster Chambers, Victoria Street, Westminster, S.W.,
Gentlemen,— sth May, 1875.

I have the honor to acknowledge the receipt of your letter of 12th April. There are some
points in it to which I think it desirable to reply.

2. I cannot agree with you that the state of my health forbade you to hope for the possibility of
my meeting you, seeing thatI had never been unable to grantyou aninterview. It is true you had had
to meet at my house—-a course which had I been well it would not have been unreasonable to expect
you to follow. About the time of your preparing the report, I had been out several times ;so that
my illness could have had nothing to do with your isolating me from your proceedings. I prepared,
as you state, a draft letter, andread it to one of you. I read it to Mr. Featherston, at his office, and
he told me that a report had already been prepared, and was being forwarded to me. In the course
of an hour or two, when I reached my house, I found there two documents about which we are
corresponding. On the afternoon of 9th March, when the Californian Mail was leaving, I was first
informed of the desire to send a report. Mr. Featherston and Mr. Sargeaunt called on me with one
prepared. I pointed out its inaccuracies, and said I would prepare one. They took the document
away to point out its mistakes to Sir P. G. Julyan. When I afterwards asked for it, I was told Sir
P. G. Julyan had it, and that he was not at the office. I prepared a letter without it, and took the
draft to Mr. Featherston, who then told me of another report having been prepared; and, as I have
said, when I reached home, I found it with the copy of the letterwhich purported that the original had
been signed by each of you.

3. Ido not consider those documents beyond the right of comment. I had already written to the
colony before your letter of March 19th, enclosing anotherreport which you had adopted, reached me.
Besides, I should not in any event have consented to the documentpurporting to be a copy of a signed
original, but which original,it afterwards appeared, had not been signed, being withdrawn. The whole
proceeding was of a nature which my duty forbade me to overlook.

4. A great deal of your letter of April 12th does not require reply. All that you urge does not
do away with the facts that Messrs. L. N. Rothschild and Sons sold the loan well; that we obtained a
very good price for it; that they procured a large circle of new investors, thereby occasioning much
annoyance to some persons who had grown to look upon colonial loans as a sort of monopoly ; and that,
in stating the rates of your previous transactions, you donot accurately describe the sales effected.

5. You correctly state that I approved of the sale of the £1,500,000, and I do not recall that
approval, although until I reached London I was not aware of the discontent which the syndicating,
after obtaining a higher price from the public for a part of the loan, had occasioned.

6. You dwell upon my having required the sale of the £4,000,000 without having given you the
particulars of the requirements of the colony. You will permit me to say that those requirements
were freely discussed between us, and that on one occasion Mr. Featherston produced a calculation,
from which he showed theexpediency of negotiating the whole loan, and the necessity of negotiating
at least £3,000,000. You are not, however, accurate when you say that I insisted upon the sale of
the £4,000,000. I stated to you that I would be satisfied with the sale of £3,000,000, but that I
thought it better the £4,000,000 should be sold; for thatuntil the whole amount was sold the market
for our securities would be depressed.

7. Your recollections of what has passed between us at different interviews are inconsistent with
my own. lam aware that you have the advantage of numbers; but as I can prove some of your
recollections to be erroneous,and as some, though vouchedby all, are statements as to what took place
in the absence of some of you, I venture to strongly affirm that you are very much mistaken in a
great deal of what you state.

8. At the interview on the 18th February, the gentleman to whom yourefer (Mr. Scrimgeour),
who was present by appointment to meet us all, gave it as his opinion that 92 might be obtained for
£2,000,000, 91 for £3,000,000, and 90 for £4,000,000. The first, he said, he thought was probable;
the second less probable, and the third only possible. I deny making the statement about the Govern-
ment being "ina mess," and that I must have the four millions sold firm. On the contrary, I said I
would consent to a sale of £3,000,000; and when it was proposed to sell to a brokers' syndicate
£2,000,000, accepting their undertaking to lend us money on part of the balance, I said I would have
nothing to do with such a dangerous transaction, and would prefer obtaining the money in a different
way, by short-dated debentures. On Mr. Scrimgeour withdrawing, I expressed my opinion that we
should, if necessary, take 90 from Messrs. Rothschild and Sons, if we couldnot get more; 90 was the
price the broker had said it was barely possible to obtain for £4,000,000. It is absolutely incorrect
that I stated " it would be very advantageousto dispose of the whole £4,000,000 to Messrs Rothschild
and.Sons, if necessary, at the price offered by them, namely 88 net." The proof that this statement
is incorrect is, that Messrs. Rothschild and Sons had not offered 88 up to that time, nor was that price
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ever mentioned at that interview. On the 18th we were all of opinion that we could get 90 from
Messrs. Rothschild and Sons, and I proposed an authority to Sir P. G. Julyan to close at that price, on
theunderstandingthat he was to endeavourto getmore. But theother Agentsrefused to allow Sir P .G.
Julyanto accept less than 92, and it was agreed that he was to offer Messrs. Rothschild and Sons not less
than £3,000,000 at 92 ; and failing theiracceptance at that price, he was to ask Mr. Scrimgeour to get
up a syndicate at the same rate, and for the same amount. On the following day, Sir P. G. Julyan
wrote me that Messrs. Rothschild and Sons would not,give more than 88. This was the first time
such aprice was ever mooted to me. In the evening he came to me and told me the same, adding
that he would have taken upon himself the responsibility of selling at 90, if Baron Rothschild would
have given it. Sir P. G. Julyan further told me that he had written to Mr. Scrimgeour, authorizing
him to obtain offers for the whole or any part of the loan. I quite agreed that 88 was inadmissible,
and stated so emphatically ; but I asked Sir P. G. Julyan why he had not limited Mr. Scrimgeour to
not less thau 92 for not less than £3,000,000, as agreed to on the previous day. He said he thought
it was better not; and I expressedmyself strongly that the absence of a limit might lead to the loan
being hawked about at any price. Sir P. G. Julyan, however, explained that Mr. Scrimgeour was
only to have until Monday, to try what he could do. Meanwhile, he told me he had instructed Mr.
Scrimgeour, in accordance with a desire I expressed, to communicatewith me direct. This was on the
Friday evening, and Mr. Scrimgeour was to have until Monday. Before Monday, circumstances had
come to my knowledge which convinced me that the negotiationswith Messrs. Rothschild and Sons
had fallen through on account of the manner in which Sir P. G. Julyan had conducted them. I saw
Mr. de Rothschild, and learned from him that his father, driven to make an offer, had offered 88, but
that he had advised we could do better, and had offered to sell the loan on commission. He believed
that his father could procure quite a new circle of investors in colonial loans, and had no doubt that if
they offered the loan it would go off. I learned enough to show me how Sir P. G. Julyan had managed
the negotiation with Messrs. Rothschild and Sons. I sent for Mr. Peatherston, and, after telling him
what I thought of the matter, called upon him to support me. We agreed that we were bound to give
Mr. Scrimgeour until Monday evening, but no longer; and Mr. Featherston agreed to go into town on
Monday, and give Mr. Scrimgeour to understand that he must let meknow on Monday evening the
result ofhis negotiations. On Monday evening Mr. Scrimgeour came, and told me that he had done
nothing. He attributed his failure to Messrs. Rothschild and Sons refusing to dealwith him, and
their asserting that they still considered themselves in negotiation with us. Mr. Scrimgeour said he
could not do anything unless we were finally off with Messrs. Rothschild and Sons, but he added that
he did not ask us to do anything of the kind—we must use our own discretion. I said (I do not
vouch for the exact words) : " I understand tnat if you are to continue to act, it will bo necessary to
finally close with Messrs. Rothschild and Sons. What justification can you give me for so doing?
Will you undertake to sell even £2,000,000? Will you make me any offer?" He said he
was not able to do so. On the Tuesday the Agents met, with the exception of Sir P. G.
Julyan, who was unable to be present. In the course of the meeting Mr. Sargeaunt showed Borne
warmth, and asked me what I meant by sayingthat, if necessary, I would give directions to the Loan
Agents. I explained to him that the Loan Act provided for differentpowers being givento the Agents
—that it was not thought necessary to state this in the warrant—that it was supposed the Agents
would recognise my position. I admitted that, the warrant not stating otherwise, as Agent I stood
on an equality; but I added that I considered that if, as Colonial Treasurer, I gave directions, I should
expect them to be complied with.

Mr. Sargeaunt said, in that case he would be relieved of responsibility. I said of course the
responsibility would be mine if I adopted that course, but I hoped it would not be necessary. I then
proposed to take the negotiations with Messrs Rothschild and Sons into my own hands, and said I
should try to get 91 net, free of all allowances: that was to say, the issue price to be 94, with 1 per
cent, allowanceto the public for accrued interest, and 2 per cent, commission to Messrs. Rothschild and
Sons,they to guarantee the sale. I said I was willing to be bound by the limit of 91, and call the
Agents together if I could not get it; or they could, if they liked, agree that I should take 90, failing
my being able to sell for 91. Mr. Featherston at once said, he voted for my undertaking the negotia-
tion at 91 net. Mr. Sargeaunt acquiesced. It was agreed he should, for form sake, consult Sir P. G.
Julyan. I then turned to Mr. Featherston, and asked ifhe wouldcome into the City, and hear all that
passed with Messrs. Rothschild and Sons. Whilst we were with Messrs. Rothschild wereceived anote
from Mr. Sargeaunt, saying that Sir P. G. Julyan agreed to 91 for £3,000,000, and would, if necessary,
agreeto take 90 for £4,000,000.

7. Now, these are the facts, and they rebut the assertion that I was willing to take 88. I may
say that I expected to get 90, andknew that I could do so for £2,000,000. I felt quite certain, from
the most reliable sources, that Mr. Scrimgeour could not have done better than 90, and that for
£2,000,000 only; and then there would have been i per cent, to the Crown Agents, and i per cent, to
Messrs. Scrimgeour, so that the price realised would not have been more that 89| net.

8. Throughout, I urged that Messrs. Rothschild and Sons would do what they have done—obtain
new investors in colonial loans. Sir P. G. Julyan contemptuously snapped his fingers at this
possibility, when he described to me that Messrs. Rothschild and Sons themselves told him they could
do so.

9. You do not now support your former statement, that you could have sold £2,000,000 to the
public. You narrow the issue to the statement that the £4,000,000 sale was a good one, but that you
could have done better by selling in two parcels of £2,000,000 each. This statement is evidently made
to prejudice me with distant readers. Any one in London, not concerned in keeping up the old
monopoly, couldcontradict it, and would support me in recognizing how damaging and objectionable
it wouldhave been to make a sale of £2,000,000, with arrangements for borrowingon the security of
thebalance, with the risk of a forced sale in the case of a disturbance of the money market. When I
reached Florence, I was told it was desirable to keep out of the market as long as possible—that the
last sale of £1,500,000 had been managed with difficulty. When I reached London, I was told
£1,000,000 was possible; and shortly it rose to the possibility of £2,000,000 at most. An excellent
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authority, introduced to me by Mr. Featherston, told me that, as it was known we required to sell£4,000,000, selling half and keeping half would just as much depress the market as offering the
whole. No one whom I consulted thought we could do so well as we have done. No one whom I
have met since the operationhas failed to congratulateme on it as a most brilliant success.

10. Permit me to add, that your efforts to recai conversations that have taken place have
obscured your appreciation of what it was most incumbent on you to explain. You wholly fail to
justifySir P. G. Julyan's sending mo a document, purporting to be a copy of a signed letter, but
which was not signed. I cannot too strongly express my sense of the disastrous consequences to
political and commercial morality which such a course would be fraught with, if it were accepted as a
precedent. A person would not be able to express even a qualified approval of a document, without
being liable to find that his signature, with all its usual details, was attached to a copy of the document
sent to his friends. lam left, also, quite at a loss to understand how Mr. Featherston could reconcile
himself to overlook such an offence against his public position—l say nothing of his private feelings.
The reasons which actuated you in keeping me from your deliberations are not explained ; or, rather,
the attempt to explain them is wholly unsatisfactory.

The Government,in appointing the Agency, desired that one at least of tho Crown Agents and
the Agent-General should act together, but should each exercise his own judgment, and not depute
one to the other his functions. The affairs confided to your charge were of too great magnitude to be
left to the management of two partners (which Sir P. G. Julyan once described to me to be the
position of himself and Mr. Sargeaunt), or to a single management. When, in the colony,I dis-
covered the serious mistake which you had committed in making a large issue of wrong bonds, I felt
that such an error could be hardly possible if two persons independently watched all the details of the
transaction. I am, perhaps, very much to blame for overlooking that occurrence. It, as well as those
incidents of the purported copy of a signature, the indifference with which the act was regarded, the
exclusion of myself from your deliberations, and other incidents to which it is here unnecessary to
refer, point to tho conclusion that in reality all the very great responsibilities devolved upon the
Agents for the Colony rest upon one gentleman. I am not reflecting upon him whenI say that this
exclusive power is larger than it was meant he should possess.

I have, &c,
Sir Penrose G. Julyan, K.C.M.G., C.B. Julius Vogel.
I. E. Featherston, Esq.
W. C. Sargeaunt, Esq.

Enclosure 2 in No. 11.
The Loan Agents to the Hon. Sir. J. Vogel.

Sir,— London, 12th May, 1875.
Wo have to acknowledge the receipt of your letter of the sth instant, in reply to ours of the

12th ultimo.
Although we should have been amply justifiedin treating your observations on our proceedings as

Loan Agents in the light of a protest against tho conclusions at which the majority of your colleagues
had deliberately arrived—andas such calling for no further remark—still, we have thought it due to the
highofficialposition you occupy in thecolony, to give to whatyou have statedour most careful considera-
tion ; and having done so, we have come to the conclusion that the interests of the Government, no less
than a sense of what is due to ourselves,require that we should abstain from all further allusion to
those points which have already been dealt with, aud upon which our recollections and opinions are so
totally at variance with your own as to preclude all hope of agreement.

There are, however, one or two comparatively trivial occurrences which you have imported into
the discussion, by way, as it appears to'us, of endeavouring to neutralize the legitimate weight due to
the fact that the views we haveexpressed are those of three out of thefour Loau Agents, which call for
some notice.

1. You say—" When, in the colony, I discovered the serious mistake which you" (Julyan,
Featherston, and Sargeaunt) " had committediv making a largo issue of wrong bonds, 1 felt tbat such
an error could be hardly possible if two persons independently watched all the details of the transac-
tion ; " and you go ou to state that this aud other incidents " point to the conclusion that in reality all
the very great responsibilities devolved upon the Agents for the colony rest upon one gentleman."

To this charge our reply is, that the mistake to which you refer occurred just twenty-twomonths
ago ; that it has no relation to the differences of opinion which have unhappily existed between you
and ourselves as co-Agents for the loan recently contracted ; that the mistake was not of a nature such
as might be inferred from the manner in which you state it, but simply a misdescription in the printed
heading of 100 bonds, whereby the wrong Act was quoted, all of which was officiallyexplained to the
Government when the oversight was corrected; that the bonds referred to were prepared exactly as you
tell us the Government desire they should be, viz. by one Crown Agent and the Agent-General; and
finally, that Sir Penrose Julyan, to whose monopoly ofresponsibility you attribute this mistake, was, as
officiallyreported to you at the time, not in England when the bonds in question were created by
Messrs. Featherston and Sargeaunt.

Although it is evident that your conjectures in this case are widely at fault, we cannot lay claim
to infallibilityin our manipulation of debenture bonds, but we are reconciled to our failing by the
knowledge that out of the many thousands of such instruments we have created and dealt with for the
Government of New Zealand, this solitary and harmless mistake is the onlyone which hasbeen brought
to our notice.

' According to our experience in such matters, this circumstance abundantly testifies to the care and
attentionwithwhich, whatyou correctly term, "thevery greatresponsibilities devolvedupontheAgents,"
have beenfor so long aperiod successfully discharged.



8.—5 30

2. In your second series of paragraphs, No. 10, you inform your co-Agents that their appreciation
of what was most incumbent on them to explain, had been " obscured," inasmuch as they had wholly
failed to justifySir P. G. Julyan's sending you a document purporting to be a copy of a signed letter,
but which was not signed, adding that you " cannot too strongly express your sense of the disastrous
consequences to political and commercial morality which such a course would be fraught with, if it were
accepted as a precedent," and that you were " quite at a loss to understandhow Mr. Featherston could
reconcile himself to overlook such an offence against his public position, to say nothing of his private
feelings."

We arehappy to be able to assure you that neither political nor commercial morality were out-
raged on this occasion, but that the document in question was the deliberate and joint production of
all three, who chose to signify that fact to you by having their names written at the foot of the letter
theyproposed to send, subject to such modifications as your suggestions might possibly have led them
to adopt. It is scarcely necessary to explain that, under such circumstances, Mr. Featherston had no
offence against his public position to overlook, nor any wounded feelings to assuage ; but we may add
that in all matters connected with the Four Million Loan—as in others which have preceded it—we
have never failed to consult together,with an earnest desire to do thatwhich we believed best calculated
to promote the true interestsof the colony ; that whatever differences of opinion may have existed
between us,we have never failed to reconcile them on a reasonable basis ; thateach oneof us has taken
his full and independent share in discussion and responsibility ; and that in no one instance has there
been the least lack of cordial unanimity in the many important decisions which we have had jointly- to
arrive at.

3. After what we have above written, it would seem scarcely necessary tbat we should allude to
your statement about leaving affairs of magnitude to "the management of two partners" (which you
say Sir P. G. Julyan once described to you to be the position of himself and Mr. Sargeaunt) ; and as
the conversation in which tho expression occurred had no reference to the late negotiation, and
two of us were not parties to it, Sir P. G. Julyan has replied to it himself, in a letter which accom-
panies this.

We have, &c,
P. G. Julyan.
I. E. Featherston.
W. C. Sargeaunt.

The Hon. Julius Vogel, C.M.G., 87, Gloucester Place, Portman Square.

Enclosure 3 in No. 11.
Sir P. G. Julyan to the Hon. Sir J. Vogel.

Sib,— London, 12th May, 1875.
In a letteraddressedby you to your co-Agents for theNew Zealand Four Million Loan, on the

sth instant, you state that I had once described to you the position of myself and Mr. Sargeaunt as
that of " two partners."

The meaning with which you evidently seek to invest an expression used, in a qualified sense, by
me—when discussing another subject—-without giving the context, renders it necessary that I should
supply the omission, and place on record the circumstances under which the alleged words were made
use of.

In conversation with me in this office on one occasion, you inquired, interalia, in what manner the
public account at the Bank of New Zealand was operated upon; and in reply I stated that money
required for services conducted by the Agent-General was transferred to his account upon the joint
order of himself and one of his co-agents—or trustees—for managing the Government account; and
that all moneysrequired for services conducted by the Crown Agents were transferred to their bankers
on a joint order signed in like manner, adding that, although any two of the Agents were empowered
to operate on the account,yet as Mr. Sargeauntand myself, as Crown Agents, having a joint responsi-
bility, might possibly be regarded in much the same light as partners in one concern, we had arranged
with Mr. Featherston that whenever it was possible to do so he should unite with one of us in sign-
ing the order for transfer to the Crown Agents' account, so that Mr. Sargeaunt and myself, as
trustees, should not be withdrawing money for our use as Crown Agents without Mr. Featherston's

* co-operation.
I have, &c,

The Hon. Julius Vogel, 87, Gloucester Place. P. G. Julyan.

Enclosure 4 in No. 11.
The Hon. Sir J. Vogel to the Loan Agents.

Gentlemen,— London, 6th May, 1875.
I have the honor to point out to you that the debenture from which it is proposed to issue

for the Four Million Loan contains a provision that the principal of the loan will be payable at the
office of the Crown Agents.

2. The advertisement calling for the loan provided that interest should be payable at the Crown
Agents' office, but said nothing about the principal being made payable there; and lam of opinion
that it will be quite sufficient to say that the principal will be payable in London.

3. I am notprepared to say that the insertion of the words to whichI refer makes it incumbent
that the principal be payable at the office of the Crown Agents, but, supposing they amount to a con-
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dition, might entail a serious loss on the colony, which will probably have its own machinery for making
thepayment in London before the time when the debentures will be called in or become due.

4. It is not my fault that I am thus late in making this suggestion. No copy of the propo»ed
debenture was sent to me by the other Agents, and it was not until I had requested the same for quite
a week that I last night received a copy.

I have, &c,
Sir Penrose G. Julyan, K.C.M.G. Julius Vogel.
I. E. Featherston, Esq.
W. C. Sargeaunt, Esq.

Enclosure 5 in No. 11.
The Loan Agents to the Hon. Sir J. Vogel.

Sir,— London, 12th May, 1875.
We have had the honor to receive your letter of the 6th instant, pointing out that the form

of debenture which it is proposed to issue for the Four Million Loan contains a provision that the
principal of the loan will be payable at the offices of the Crown Agents for the Colonies, and express-
ing your opinion that, as nothing about the principal being made payable there was expressed in the
advertisement, it wouldbe sufficient to say that itwill be payable in London.

In reply, we have only to remind you that by clause 2 of our contract with Messrs. N. M.
Rothschild and Sons, prepared by Mr. Mackrell under your dictation, it is expressly provided that the
loan shall be paid off at the offices of the Crown Agents for the Colonies ; and by clause 3 it is further
provided that the bonds shall be similar to those issued in 1874.

These conditions were, we think, in the interests of both parties to the contract, wisely included
therein,for had the debentures of this loan not been identical in these respects with those of the
previous issue, we are of opinion that theirmarketablevalue would have been considerably lessened,
and that the difficulties now experienced by the contractors, and by the syndicate formed under
them, in getting these securities taken up by bondfide investors, would have been greatly aggravated.

While we regret that some delay inadvertently took place in complying with your verbal request
to be supplied with a copy of the debenture bond, we are glad to find that no serious consequences
are likely to result from that delay ; but we maybe allowed to remind you that, under the supposition
that it might be your wish to aid your colleaguesin carrying out the details which devolved upon the
Agents for the loan, you were, at a much earlier stage of the proceedings, requested to state whether
or not you desired any of the bonds sent to your house, and that your verbal reply was in the
negative.

We have, &c,
P. G. Julyan.
I. E. Featherston.

The Hon. Julius Vogel, 87, Gloucester Place. W. C. Sargeaunt.

No. 12.
The Hon. Sir J. Vogel to the Hon. Dr. Pollen.

7, Westminster Chambers, Victoria Street, Westminster, S.W.,
Sir,— 31st May, 1875.

I have the honor to forward to you herewith copy of correspondence respecting the
negotiation of the Four Million Loan, in continuation of that enclosed in my letter via Brindisi,
No. 111, of 12th May.

I have, &c,
The Hon. Dr. Pollen, &c. Julius Vogel.

Enclosure 1 in No. 12.
The Hon. Sir J. Vogel to the Loan Agents.

7, Westminster Chambers, Victoria Street, Westminster, S.W.,
Gentlemen,— 25th May, 1875.

I have the honor to acknowledge the receipt of your letter of May 12, in reply to mine of
May 5.

2. I shall confine my reply to the subjects to which you specially refer.
3. I do not agree with you that in my letter I misstated the nature of the mistake you made in

wrongly issuing bonds. All errors and mistakes are more or less susceptible of favourable definitions ;
and Ido not remember to have ever read one more plausible than that which you employ. One
hundred thousand pounds of debentures, under " The Defence and Other Purposes Loan Act," were
issued by you without any authority for doing so. You were authorized to raise money under " The
Immigration and Public Works Loan Act." On former occasions you had been authorized to raise
moneyunder both Acts, but your warrant on this occasion only gave you power under " The Immi-
gration and Public Works Act." The issue you made was grossly illegal, and was the result of
indefensible carelessness. Your statement that the mistake consisted of " simply a mis-description in
theprinted heading of one hundred debentures, whereby the wrong Act was quoted," is an example of
how all errors may be glossed overby ingenious descriptions.
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4. The fact which you tell me of Sir P. G. Julyan's absence, exonerates that gentleman from
personal blame, but it does not lessen the force of my remark " that such an errorcould be hardly
possible, if two persons independently watched all the details of the transaction."

0. With respect to the copy you sent me of a document with signatures purporting to be copied,
one at least of which signatures did not exist, you tell me, " the document in question was the
deliberate and joint production of all three, who chose to signify that fact to you by having their
names written at the foot of the letter they proposed to send." This is a very vague assertion. The
document you sent me had the various names opposite the word " Signed." This means, according to
all usage, that the signatures exist on the original; and the word " Signed " indicates that they are
copied. If an authority to sign by another person was given, it should have been stated. Iwas told
by Mr. Featherston himself that he had not signed the document; and I adhere to all I have said as
to the objectionable and mischievous nature of such a proceeding as sending copies of signatures
which exist only in imagination or intention. Granted that Mr. Featherston approved the draft, it
would have been open to him before signature to have altered his mind. The names appended to the
letter were written at a different time from the body of the letter,with different ink, and donot seem
to be in the same handwriting. There must, therefore, have been a deliberate object in attaching the
signatures ; it could not have been done inadvertently. It is not necessaryfor me now to conjecture
what thatobject was.

I have, &c,
Sir P. G. Julyan, K.C.M.G. * Julius Vogel.
1. E. Featherston, Esq.
W. C Sargeaunt, Esq.

Enclosure 2 in No. 12.
The Hon. Sir J. Vogel to Sir P. G. Julyan.

7, Westminster Chambers, Victoria Street, Westminster, S.W.,
Sir— May 26, 1875.

I have the honor to acknowledge the receipt of your letter of May 12th, upon the subject of
an expression contained in a letter of mine of the sth April to yourselfand Messrs. Featherston and
Sargeaunt.

In your letteryou describe correctly, as far as I recollect, the conversation to which you allude;
but which was not the conversation to which I alluded.

I have, &c.,
Sir P. G. Julyan, K.C.M.G. Julius Vogel.

Enclosure 3 in No. 12.
The Hon. Sir J. Vogel to the Loan Agents.

7, Westminster Chambers, Victoria Street,Westminster, S.W.,
Gentlemen,— 26th May, 1875.

I have the honor to acknowledge the receipt of your letter of the 12th May, in reply to mine
of the 6th May.

2. I have no doubt that Messrs. Rothschild and Sons would release the Agents from the necessity
of stating in the bonds that the principal sum would be payable at the Crown Agents. That they did
not attach importance to it is to be gathered from the fact that they did not insert it in the advertise-
ment. lam of opinion that the bonds would still be "similar,"if "London" were inserted, instead
of "the Office of the Crown Agents." It is impossible to suppose that it makes any difference to the
holders of bonds from what persons they receive their payments, if those payments are duly made, and
in the same city.

3. Your assertion that the contractors have experienced difficulties in getting the securities taken
up by bondfide investors is contrary to their own statement.

4. If the bonds are issued as you propose, I am under the impression that practice and usage
would still justifytheir being paid off at some otherplace within London thanthe Crown Agents' office.

I have, &c,
Julius Vogel.

Sir P. G. Julyan, K.C.M.G.
I. E. Featherston, Esq.
W. C. Sargeaunt, Esq.

No. 13.
The Hon. Sir J. Vogel to the Hon. Dr. Pollen.

7, Westminster Chambers, Victoria Street, Westminster, S.W.,
Sir,— Ist June, 1875.

1 have thought it advisable to ask Mr. Russell and the Managing Director of the Bank of
New Zealand to put into writing the information they gave me whilst the Four Million Loan was
being negotiated here. I forward you their letter.

2. In the correspondence which has passed between the other Agents and myself, they allege that
I was willing to accept 88. You will have observed that I totally deny that allegation,and state that
I was awarethat I could have got 90 for a part of the loan. Of course during the negotiation I
did my best to make myself acquainted with the opinions that prevailed. Amongst others, I found
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that Mr. Russell and Mr. Larkworthy were willing to give me all the information they could. I have
now asked them to put into writing the information they gave me, in order that the Government may
see I am not without warrant in stating that I was led to understand that 90 could have been obtained,
but not more.

3. When I state that the brokers who would have been employed by the Crown Agents to get up
a Syndicate would have applied to the Bank of New Zealand to help them to arrange it, you will see
that the information contained in tne letter enclosed bears out my assertion as to what could have
been done without the assistance of Messrs. Rothschild and Sons.

I have, &c,
The Hon. Dr. Pollen, &c, &c. Julius Vogel.

Enclosure in No. 13.
Messrs. Russell and Larkworthy to the Hon. Sir J. Vogel.

Sic Julius,— Bank of New Zealand, London, 29th May, 1875.
You have asked us to put in writing the advice we verbally gave you, when called upon to do

so, at the timeyou were engaged in yourrecent negotiation for the sale of the Four Million Loan.
You will remember the questionput to us by you was as to the amount of the loan you could probably
succeed in selling through the Crown Agents, andthe price you could realize for the same in the event
of your failure to make terms with the Messrs. Rothschild.

In order that ourreply might bereliable, wecommunicated with brokers who had had the most to do
with colonial bonds, and specially with the Messrs. Scrimgeour. The conclusion we arrivedat, and of
which we advised you, was that you could not sell more, through the Crown Agents, than £2,000,000
of4_ per cent, bonds, and that, for this amount, you could have got 90, but not more.

I have, &c,
Thomas Russell.

The Hon. Sir J. Vogel, &c, &c. F. Larkworthy.

.
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