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MIDLAND RAILWAY:
ACTION BY DEBENTURE-HOLDERS.

JUDGMENT OF THE PRIVY COUNCIL AND HER MAJESTY'S ORDER-IN-COUNCIL.

Laid upon the Table by the Hon. Mr. Hall-Jones, with the Leave of the House.

JUDGMENT OP THE LORDS OF THE JUDICIAL COMMITTEE OF THE PRIVY COUNCIL ON THE
APPEAL OF COATES (THE RECEIVER FOR DEBENTURE-HOLDERS OF THE NEW ZEALAND
MIDLAND RAILWAY COMPANY, LIMITED) V. THE QUEEN, FROK THE SUPREME COURT OF
NEW ZEALAND ; DELIVERED 17th FEBRUARY, 1900.

[Delivered by Lord Macnaghten.]
Peesbnt at the hearing: The Lord Chancellor, Lord Macnaghten, Lord Morris, Lord Shand,
Lord Davey, Lord Robertson.

The controversy between the parties to this appeal turns upon the true construction of two
statutes of the Legislature of New Zealand—" The Railways Construction and Land Act, 1881,"
and "The Bast and West Coast (Middle Island) and Nelson Railway and Railways Construction
Act, 1884." The question in substance is whether the right of the Crown under the Act of 1881to
retain possession of the railway which the New Zealand Midland Railway Company (Limited)
began to construct but were unable to finish is or is not subject to a charge in favour of the holders
of debentures issued by the company. .

The company was formed in England under " The Companies Act, 1862," for the purpose of
constructing and working the railway. Its nominal capital was £500,000, but it had unlimited bor-
rowing-powers. The contract for the construction of the railway, which was subject to the provisions
of the Acts of 1881 and 1884, was made under the authority of " The MidlandRailway Contract Act,
1887,"between HerMajesty the Queen, represented by the Governor,of the one part and the company
of the other. The railway was to be completed within ten years from the 17th January, 1885.
The proposed line was about 235 miles in length. It was intended to connect the east and west
coasts of the Middle Island, and at each extremity to form a junction with Government railways
then in operation. The total estimated cost was £2,500,000. In aid of the enterprise Her
Majesty agreed to deliver to the company possession of all lands then in the possession and at the
disposal of the Crown required for the purposes of the undertaking, and also to grant to the
company out of the public domain as the works proceeded and successive sections of the line were
completed lands of the value of 50 per cent, of the total estimated cost of construction.

The company raised £745,000 by the issue of debentures and began the work of construction.
In 1894 about seventy-five miles of the railway were completed. The cost of the work actually
completed was, according to the estimate in the contract, £470,000, and the company received from
the Crown grants of public land to the extent of 50 per cent, of that sum. Early in the year 1894
the operations of the company came to a standstill. The period fixed for the completion of the
railway expired in January, 1895. In the following May, under the powers of the Act of 1881,
section. 123,the Governor took possession of the railway and assumed the management of the part
which had been completed, and went on with the construction of the line. In accordance with the
provisions of that section accounts were rendered half-yearly showing the amounts expended and
received by the Government and the balances due from the company. For a time the company,
or the debenture-holders in the name of the company, satisfied the demands of the Government
out of the proceeds of sale of their land-grants. The last payment was in respect of the accounts
for the period between the Ist March and the 31st August, 1897,and was made on the 26th January,
1898. Since that date nothing whatever has been paid by or on behalf of the company to the
Government, and there is a large sum now due.

It is not disputed that the Governor was acting within the powers conferred upon him by
section 123 of the Act of 1881 in taking possession of the railway and assuming the management
thereof and proceeding with the works. Nor can it be denied that the company have failed to
make good public moneys expended on the line which, by their contract and the Act of 1881, they
were bound to repay. The only question is whether there is anything to prevent the Governor
availing himself of the further powers conferred upon him by sections 125 and 126 of the Act of
1881, and thereby acquiring an absolute title to the railway, to the exclusion of the company and
its debenture-holders.
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