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DESPATCH
ir George Arthur to Lord Glenelg, in
.,mrm&lro the ;‘inamn of the Province, with
suadry documents ; together with the sinswer
{’mm His Lordship to His Excelleacy the Lieuten-
“ar.l Governor.
7
Gwhﬁ:nl:l;}:l:;l:msr GovERNOR transmits to the
House of Assembly for their _iuforml(ion a copy of
. tch relat'nz to the Finances of the Prov-
1B ellis Excellency addressed to Her
“:‘,'P.’ o4 principal Secretary of State for the
(-O:{,,;f's, together with His Lordship’s Reply.
Government House,
12th March, 1839.

No. 9L
2 Government Hovss,
Toronto, 20th November, 1838,
My Lorp:

In my Despatch to your Lordship, No. 56,of
the 11th of August last, [ had :he ':’;:;’o'r".‘;"‘:'
it for your Lordship’s perusal, a "
::::tnl;cal)ion which lphad addressed to l@e Earl of
Darham, on the 30th of June _prec_eJm-.g:Ion the
sabject of Crown Lands and Emigration, "d‘"e""
ia connection with it, [ took occasion to advert to
the causes which had tended to produce derange-
aent in the finarces of this Province, and stated
that its resources had been nn(lClpaled to an ex-
1ent that was felt to be embarrassing.

Oceupied as [ am upon matters of the most ur-
eent nature, it is of the greatest importance that I
should without delay bring this matter under your
Lordship’s notice in & more spec)al' manaer, as in
the ensuing meeting of the Pru.vmﬂal Legulature
the question of how the pressing pecuniary de-
mands of the Province shall be suti<fied will
require to be discussed ; and, in anlici‘_mtiou of
such discussion, I would wish to receive your
Lordship’s isstructions on the point which I beg
leave to submit to your consideration.

In your Lord-hip’s Circul r Despatch to Sir

Fiancis Head of the 31st Angust, 1836, your
Lordship states, after some prelimicary observa-
tioas : * With this view, I have to desite that you
“will not permit any act, or ordinanee, or proc-
“lamation, or regulation, to come into eperation in
“the Co.ony under your Government, relating to
“the local Currency and Circulating Mediam, or
“lo the rates at which coins shall pass current or
“be a legal tender, or to the circulation of prom-
“issory notes or other paper, either by the Local
“Government, or by any corporate bodies or indi-
“viduals, without, having first received His Ma-
ly’s sanction, conveyed to you by the Secre-
y of State.”
Tuis Despateh, h-ving been submitted to the
House of Assembly by my Pred:cessor, formei the
subject of an address to him from that Body, en-
quiing *“if he would be prevented from giving
the Royal Assent to any Bank Bill ia fature,”
which Address, together with his reply to it, Sir
Francis Head transmitted to your Lordship in bis
D sparch, No. 10, of the 5th of February, 1837,—
the receipt thereof being acknowledzed in terms
of approbation in your Lordship’s Despatch, No.
162, of tue 19th of April following.

Fully concarring in the view taken by Sir
Francis Head respecting your Lordship’s instruc-
tions, as stated in his reply to the Address referred
te, [am desirous of adhering to them as strictly as
Lam able; buty as the very pecaliar circumstan-
css of the Province may render unavoidable some
departure from  them, [ wish to be prepared to
meet possible contingencies.

{ veuture, therefore, to suggest to vour Letdship,
that in the event of such a measure being propos-
ol o the Legislatare, [ should be provisionally
#elliorised to give the Royal assent to any Provin-
cial enactment, havin, for its object to allow the
feceiver General to issue, on the credit of the
Government, bills or notes, payable in Toronto at
welve months after date, to the amonnt « f £100,

Fro

Py

()

the borrowed capital. g

The unbappy troubles with which this Province
has been visited ; the doubis that bave been raised
as to the permanency of iis political institations,

d by the expression of opinions in quarters
whence the Colonies justly looked for support ;
and the threats of armed inteference in cur »ffairs
by the American Citizens, with the attempts made
to carry them into execution on various occasions,
are circumstances which have naturally tended to
induce a feeling of insecurity and a consequent
depreciation in the value of property which is be-
ginniug to be most severely felt,

The present inconvertibility of property leaves
without the means of n eeting their engagements
those who have become indebted on its security 3
and comparatively tiifling liabilities are thus found
sufficient to work the ruin of individuals hitherto
helieving themselves opulent, and who wonld ac-
tually be so could they realize what they.own.

By thie #ime unhappy causes, the ordinary ia-
flux of immigration and Biitish Capital has been
suspended ; so that anticipated income from public
works has not been forthcoming from the want of
inears to complete them.

Your Lordship may give me full credit, when I
assure you that it is this state of things, more than
any theoretic difference in regard to politics, which
renders the gevernment of this Country to the sat-
isfaction of the community so difficult as to be al-
most impossible; and I cannct blame,or be surprised
at, the discontents of a people who, though con-
nected with the most powerful Empire on the
earth, are nevertheless enduring evils usually at-
tendant only on the prostration of national strength.

It is not in my pawet, my Lord, to retrieve the
almost withered hopes of Upper Canada ; tor will
the suffering-inhabitants be able of themselves to
sustain their fortitude in the immediate neighbour-
hood of a poweiful hostile population and in the
rear of a renellious Province. I see very clearly
that if the present state ¢f things be suffered fo
continue for a much lonzer period, there must he
a general wreck of propeity ; and although ‘even-
tually public prosperity may be restored, and may
give to the young, ardent, and the unencumbered
an opportunity of growing rich, yet it will not re-
store to thuse who have been prosperous the well-
earned fiuts of former industry, nor replace the
pres ot holder of property in the possessions which
will have passed {from him.

The eflects of the moral deterioration which, it
is to be fcared, all this is working in the people
will finally make these Provinces indeed untenable
aod worthless ; since the energies of their inhabi-
tants, which can alone render them of sufficient
value to be worth retuinirg, will be unavailing,
unless supported by the feeling that the protec-
tion and security which the governed naturally
look for trom their Government are afforded to
their full extent.

The means, my Lotd, of averting these impend-
ing evils are not to be sought for in the Province.
but in the Mother Country ; and all will depend
upon the opinion of the British Governmest as to
the desire and power of England to retain the
country in the facc of all opposition. Tae present
friendly professions of the Government of America
may be sincere, however contradicted by the out-
rageous conduct of her border citizens. But there
is no rel security for their present continnance ;
and the question is not whether Canada can be
held, during a time of peace—but, whether in
peace or war it is to be protected or contended for
with the power of the Empire.

Assuming that Your Lordship holds 2n affirma-
tive opinion in this matter, the bright side of the
prospect presents itself, and I see little Jdifficulty
in pioducing the most desirable results from the
bold and decided measures that must follow.

It must be obvious to Your Lordship that the
prosperity of the Colony must m-inly hinge upon
the progressive developement of its resources by
the united agencies of immigration and British
capit I

Tte preliminaries to the efficient employment

005 to be wsed as a Cirenlating Medium, and

nale chargeable un the prospective tevenue of the
e

That such

deted

h, or a similar measure, may be ren-
ccessary by ewents, T consider highly pro-
i anil it appears te me, as far as I can judge
s moment, that no other so well calculaied,

7ils sumplicity to effect the desired object, could
i convemiently resorted to.

Thowgh the cases are pot exactly

: parallel, yet
ustration of the principle, and as sfford ng a
frecedent for such a course of proceeding, I would
instance the cirenmstance, that, during the last
War i these colonies, bills of the description 1
lase mentioned were i-sued by the Provincial
Lovernment, and  were found, as a temporary re
$ource, of the utmost value to the public service.
Debentares payable in the Province dte alto-
gker unsaleable from the want of local capitai ;
%< debentures payable in London, where alone
ey are negotiable, have beed already issued to a
Wzer amount than has yet found purchasers.
With reference to these Debentures, the accom-
Pnring letters from the Receiver General, (in-
sing othe:s addressed to him by Messrs. Baring,)
“port of the Executive Council on the sub-
o their contents, will put your Lerdship in
on of every neceasary information respect-
'\t trcumstances wnder which they were is-
iand your Lordship will,at once perceive
e “{“ﬁ‘:’::‘ﬂ powerful—and certainly they are
s Bw'tfmay_ be the arguments used by
. Daniags against the mode of their negoci-
that they conld only have been made
Ve for the immediate and urgent wants of
“rince, through the medium of the local
0 the manner which was practised,
fawing the attention of your Lordship to the
Suggested, I would will to impress
Ordship that, viewed as a continued
3t convertik |SM-” the i'\.suc of Gave_mmnt Paper,
Sl (‘“""}f_‘"’." Specie, to be detrimental to the
by “t;] fovince, and calculated to displace
less 1 - holesome convertible carrency. Un-
| see before me a prospect of
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¢ therefore, [ coul
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of these great means will be comprised in placing
the Province in a state of complete defence, and
in rassing the credit of the Colony in the British
markets.  This will attract capital, seeking profit-
able investment—that will inspire confidence as
well to the borrower as the lender ; for, my Lord,
| it must be remembered that capital is diveried trom
! the conntry into other channeis merely because a
doubt has been engendered- as to the permanency
of its political institations. To induce inmigration
oi a scale conmensurate with the importance of
the object which it is intended to promote, I would
respectfully suggest to your Lordship that it should
be directly faciliteted as a great national measure,
and considered ss that best calcalated to preserve,
at perhaps the least expense, the connexion of the
Coluony with the Parent State.
Your Lordship is aware too how narrow au ex-
tent the zesources of this Province have hitherto
becn trizd in the way of taxation Irvie(j on the
trade of the cocniry. Were the imports increased
to even one han of the amount in proporlt}og to
property raised throughous 1€ _‘?“,'":;f‘;“t n“‘:.'l':
the Provincial Revenues—provmeu 102! .",_eqi X
lity and confidence were restored—wotld ¢ A “b-
flourishing condition, and the interest on the ub-
lic debt could be met with tacility ; but unforta- |
nately the want of a sea-port places it beyond the
power of the local Government and Legisi. ture to
make any addition to the import duties; and even
if this could be effected, the want of confidence

| ject, not ha

ployed with money raised m
England.

My Lord, I have good reason to know that
many thousancs of Her Majesty’s subjects have
merely passed through tins Province, ana cressed
into the United States, becanse English capital,
which was to efford them ‘he means of profitatle
employment, was to be found there instead of
here. While such is the case, it is unjust to eulo-
gize the United States, as being so excellent a
market for British manufactures; for, were the
facts reversed, in proportion as we had British capi-
tal, so should we employ 1t profitably to ourselves
and to the advantage of those investing it. By
means such as these, the country would rapidly in-
crease in value and importance to England, and
perhaps at some future period prevent the loss of
the Awerican trade from being felt, when by the
employment of British capital and British artizans
the United States shall have been enabled to es-
tablish rival manufactories within ber own feiri-

mr%'v.

v.be effectual, such a measnre of refief as is
here suggested, shonld, in my opinion, be imme-
diate ; for if it be delayed unt. the general settle-
ment of oiher matters relating to the Colonies, the
time I fear will be gone by when its application
wonld pfove most salutary.

The payment of one or two years’ interest from
the capital advanced would not, I trust, be con-
sidered sufficiently ohjectionable to warrant the
rejection of a plan whereby so mach good may be
accomplished ; and I can assure Your Lordship
that by causing it to be promp ly and decigedly
carried into_effect, Her Majesty’s Government
would acquirs the lasting gratitude of a whols
geople, whose happiness and prosperity they would

ave been, in such case, so instramental in promo-
ting.

I'have been the more induced to enter into these
details in propeition as 1 Lave become sensible of
the importance of the matter to which they bave
reference.

Anticipating a stormy and unsatisfactory scssion,
scarcely any thing could give me greater satisfac-
tion, when I meet the Legislature, than the power
to offer fiom Her Majesty’s Government the great
boon to Upper Canada which I have here ventur-
ed to solicit on her behalf.

By granting it, many of my difficulties would
be materially overcome, and whilst thus affording
to the community so great an eacnest of the desire
of Her Majesty’s Gevernment, to promote as well

| their present, as their fature welfare, [ shculd look

forward with coniidence to the speedy restoration
of public tranquillity and security.
have, &c.
(Signed) GEO. ARTHUR.
The Right Honourable
The Lorp Greyerc, &ec. &e. &c.

[Here follow thiee letters from Messrs. Baring &
Co. of London on tke issue of Proviacial Deben-
tures. They object to their names being used as
Agents for the payment of Dividends witr.ont their
knowledge and consent being had to the issue of
such Debentures. The nature of the objection
made by them will be understood from the follow-
ing letter of the Hon. J, H. Duan, Receiver Gen-
eral.]

Enclosure No. 2. Despaick No. 91. 20tk Nove m*
3 2
Copy. Ricerver GeNeraL’s OFFicE,
Toronlo, 8th August, 1838,
Sin:

In reply to ycur communicationof the 6th
inst. I have the honor to report to you for the in-
formation of His Excelleny the Lieutmant Gov-
ernor, that during iy absence in Eigland last
year, His Excellency Sir Francis Head directed
the gentleman performing my duty b dispose of
to each of the Banks the undermentioled sams in
debentures amounting together to £138,650 stci~
ling, and to make them pay.ble, tigether with
the interest, at Messrs. Baring. Brothers & Com-
pany of London. Ths was a depaityre from the
usual course which had been adopted py me and
it appears to be object~d to by Messs. Baring &
Company. I suppose that Messrs. Jaring, who
conliacted with the Government throigh me for
the sum of £200,000 sterling at the mte of 10s,
preminm for cach £100, hold, or %eir friends
hold, a large portion of trese debentues, and may
desire to dispose of them, and as lon§ as dev.n-
tures are sold here to parties and trasmitted to
England to various agents who have no interest
in the transaction but o realize the sde of the de-
b.ntures and expose them to sale,ind perhaps
at impioper periods of the morey harket, will
bave the natural effect of depreciatingsuch Stock,

When contracts for loans or moneyare made in
the City of London, the purchaser wih whom the
contract is made, feels interested 1n'keeping up
and supportiug the credit of such stok, but when
sold in this Province, and fallen intapromiscuous
hands in London to be realized for is mucis as it
will bring in that Metiop lis, it wil and wmust
have un injurious tendency on the cedit of the
Province. ;

Messrs Baring, Brothers, & Co. a¢ made' the
agents for paying dividends on the Debentures
without their sanction, and whilst thér house ap-

ars on the face of these Debenturey 1 am not
surp.'iﬂf that they should feel anxietjyon the sub-

3 vinT any certainty as to the extent of
the issue of Debentnures which mayitake place
here.

that is at present felt would prevent the measure
from being attended with an immediate beneficial |
effect upon the public credit. |
Without no'v discussing in what manner Upper |
Canada is fo be permitted to have a port of her
owa, I trust I am not wrong in_supposing that the
giving her access to the sea will fuim a prominent |
feature in any remedial measures that may be pro- |
¢ in her bebalf in the British Parliament.— |

Wl:en this is accompl shed, the Revenue may be

at once materially incieased without the slightest |
inju'y to trade, without anticipating future re- |
sources, and without producing any discontent.

The very best security would be at the same |
time available to the public creditor, as a certain |
portion of such revenue might be inalienably st |
aside for the liquidation of the public debt. |

T look, my Lord, upon this prospect es a sub- |
stantial foundation for the e [ am about to
propose.. The preservation of this Province as a |
Co ony is essentially in the hands of England.—
Let En

{
bility and offer the security
mot furnish of the

{

gland then assume the pecuniary responsi- |
which the Province |

vey of its Govera- |
ment. Let it not rest as a mere matter of opinion !
an money lenders, but upoa the broad basis |
of British guarantee. e sum which would be

required to liquidate the whole public debt of the |
Province is small in comparison with the interests
which would be secured and

promoted by that li-
quidation ; and the British Treasury might nego-
ciate a loan upon its own security in London at
little more than half the rate paid at present by
the Province. The benefits accruing to the Prov- |
ince from such a measure would be incaiculable.
The public works in progress might be leted |

" to these Gentlemen by dividends arising out

On my retorn te this 1"10"0!::;.[ hduced His
Exéellency not to sell any more DiheHures with-
in the Province, but to send them to Lojdor. QC-
cordingly, I was desired to transmit E60,000" 10
Messrs. Baring & Co., which I accordngly dil,
but the Debenture acts confined the saleto five per
cent in London, and Messrs. Baring tould net,
nor have they yet been able to maky Sale of
them at par, and they remain in their hinds.

The pressure for want of monies to keep some of
the public works from going into rnin, and the ne-
cessity of prosecuting others this season, lefg no
alternative, but to sell debertures in thi- Province
to such parties as would give par value for them,
although it would have been a saving to the Prov-
ince to have soid them in London under par—the|
difference would have been made up by the premi-|
um on Exchange. This would not have been ac-|
cording to the Law, and by selling them for the
value of £100 Sterling bere, the Law has not bee
vinlated. o :

The present state of the Pablic debt to this da
stands thus—Issued in Upper Canada—Interest!

d Principal paid here £195,830 Curreney.
mlsn:;‘iga lp‘l don—I t and Principal paid
there £929,650 Sterling.

ere temains adebt due by Messrs. Thomas
Wilson and Company of ahout £83,000 Sterling.
Messts. Glynn, Halifux & Co., have paid divi-
dends on the £400,000 Sterling, contracted for by

! Thomas Wilson & Co., from January them in raising funds in Londou, either by way of
‘{‘8;7‘“;:!30: ::w, l;u« half ye'nrly periods of sale or by adding their own crecit to that of the
{ inter;s!. which will amoant to “about upwards of Goverament, aud thus obtaining advances,

£30,000, and which is contemplated to be re :;:
debt of £83,000.
The C: itk

of Finance of the last Session

and made tive ; all doubts ing the
intentions ¢ other Country would be remoy-
ed; and w peace was restored, the immigra- |
tion of men of property to Upper Canada would
recommence  instead of contributing to swell the |
resources of a foreign and an unfriendly country. !
Nor should we then see, as the labourin,

e wlegl of'a loss va-

popalation of the Piovince drawn #ilo the United |

of the Legislature, has made a long and full state-
ment of the Public Finances of the Province,
which is now printed, and to which I beg moest
respectfully to |;fer.

I bave, &ec.
(Sigaed) JOHN H. DUNN, RG.
To the Hon.
Jomw Macavray, Civil Seeretary.

.,

Sams in Debentures issued to the following Banks
during the Receiwver General’s absence under
the direction of Sir Francis Head, viz:

To the Bank of Upper Canada,. . . ... £44,100
¢ Commercial Bank,............ 44,050
g, o TR I e, 49,500
“  Agricuitural Bank,. ........... 1,000

Total,...... £128,650 St'g

Enclosure No. 3 Despatch No. 91. Nov. 20th 1838.
Copy. Receiver Generar’s Orsice.
5 Toronto, 29th Sept. 1838.
Sir:
Iu reply to your letter of the 28th inst. with
its enclosures, I have the honor to ~tate for the in-
formation of His Excellency the Lt. Governor in
relatior: to the meaus of ranving money tor the va-
rious public improvements now in progress—

The Debentures at six per cent authoised to be
raised in this country are unszleable ; I have ad-
vertised and made myself satisfied that under ex-
isting circomstan- es these Debentures cannot be
soid. The D.bentures payable in London at five |
per cent per annum I think can be disposed of here
at about par. These Debentures must of course be
made payable on the face of them at some house
or firm in the City of London. and I am not aware
nor am I authorised by any to offer their services
to the Government of Upper Canada for such |
an undertaking. It appewrs by Messrs. Baring
Brothers & Co.Js letter, under date the 14th June
last, that they deline being made Agents for De-
bentures sold in Upper Canada under these cir-
camstances ; and it appears to me that the Goy-
esnment cannot issne any more until Messrs, Ba-
ting’s permission be obtained or seme arrungement
can be made with some other house in London to |
act s Agents in these transactions, which will
require a fu l and complete investigation 1nto the
finances of the Province before I could expect to
obtain the consent of an Agent.

1 lament to observe that [ can see no way by
which money can be procured for the public works
unti!. Messes. Barings cither consent to permit
their house to be the Agents, or scme other Agent
be appointed, which will take time ; and as it is
now late in the season, perhaps the Legislature
will devise some other resources for meetng the
demands of the Province.

I have, &ec.,
JOHN H. DUNN,
H. M R.G.

P. 8.—The enclosures above refeired to, with
Report of the Houourable Executive Couacil, are
returned herewith,

The Honourable

Joux MacAuray,
Civil Sceretary.

No. 4. Despolch, No. 91.
20th November, 1838,

(Signed)

Enclosure,

Copy.
Ezeculive Council Chamber at Toronto,
Thursday, $th dugusr, 1838,
PRESENT:
The Hon, Rosert BALDWIN Suniivax, Presid-
ing Councilor,
WiLrias ArLay,
Aveustus BaLowin,
Joux ELmsiey,
WiLLiam Hesry Drarer.

To His Ezcellency Sir Georce Artaur, K. C. H.,
Lieutenane Governor of the Province of Upper
Canada, and Major General commanding Her
Majesty’s Forces therein, &c. &c. &c.

May it please Yous Ezcellency :

The Execotive Council bhave perused with
mach concern the Report of the Receiver-General
on the subject of loans negetiated in this Province,
payable in London,

he Council are not disposed in any particular
to dispute the statements and argumenis used by
the Receiver-General and by the house of Messrs.
Baring, Biothers, & Co. in the letters accompany-
ing that Officer’s Report, as to the injurious ten-
dency of forcing a negotiation of loans under un-
favourable circumstances in the money .narket,
and of negotiating these 1 ans, without the knowl-
edge of the agents by whom the interest had to be
P 1d, orof the negotiation of loans ut any depreci-
dtion to the injury of the bolders of Debentures
formerly issned.

The Executive Council feel bound, however, to
state circumstances whis h appeared of paramount
necessity, and which will, it is hoped, excuse the
measure adopted by this Government in  your Ex-
celiency’s wind, as well as to the house of Messrs.
B.ring, Bro‘hers, & Co., whose complaints appear
not to be without feundation.

Upcn the commencement of the crisis in the
mercantile affuirs of the United States, repoits in-
Jutious to the credit of the Lond: o liousts connect-
ed with the American tiade found their way into
tis Province, and serious apprehensions were en |
teitained by this Go:ernment as to the sufety of |
balances belonging to the Province in the gands of
the London Houses.

These rejotts induced his Excellency Sir Fran-
cis B. Head to direct Mr. Diaper to proceed to
England to cause the adoption of some measure of
security. and to prevent the dishonour of bills of
excnange crawn upon London by Government.

The Receiver General applieu for leave of ub-
sence and proceeded to England at the same time.

Debentures payable in the Province were found

leable in quence of the scarcily of money
throughout America.

Tbe greatest distress in the mercantile affairs of
the Province arose, and there was every prospect
of its being aggravated to a great and “dangerous
extent, by the stoppage of the public works, un-
dertaken under acts of Parliameut previously pass-
ed.

Advices from England continued to be disconr-
aging ; and from these it appeared that there was
0o prospect of the iminediate sale of Debentures
in the London market, where American secuiitics
appeared to be peculiarly unacceptable.

The house of Thomss Wilson & Co. suspended.

It was represented to the Government, that ex-
t-nsive losses would acerue from the decay of the
work~ undertaken, and from the breach of contrects
with the undertakers of public works and delay in
their accomplishment.

The Provincial Parliament was specially sum-

| to devise 1o meet the crisis which
had arrived. ;

One of the measures of relief adopted was, giv-
ing authority to the Government to issue Deben-
tures payable in London in lien of these payable
iu the Province found 1o be unsaleable.
| The House of A bly adopted this
\in anticipatien of the Debentures teing purchased
{by the Bauks in th's Province, who might use

| Thne Act wasso drawn as not 1o leave it in the
er of the Government to sell Debentures un-

r par : his was in confomity with all the other

ts authorizing the negofiation of loans,

‘The balances in the hands of Hu;s. Wil;n:hl:
Com appeared (0 be in jeopardy, an
Jaupt:nn!en{ruld not take the responsibility of
ing large amounts of public secusities to A-

in London

in .
If were 5o sent, it did not »
they cold be i st por, 40 o

» the

would not have the desired effect of giving imme-
diately available fands.

By a sale to the Banks in the Province, these
fands became immediateiy available.

It was necessary to name some house in Londen
st which the dividends or the Debentures should
be made payable.

Under the pressure of these circamstances, the
Council most reluctautly assented to the sale of
Debentures in the Piuviace, and, at the time, it
did rot appear that the Banks entered into the
transacti. n without considerable risk § as if depre-
Ciclion in American securities had continued to
increase, they must have been severe losers, not-
withstanding their gamn by the Exchange.

The Council were under the fall impression that
the transaction wauld huve been immedintely ex-
plained to Messis. Baring & Co., and their uppro-
val under the circamstances obtained, which they

textremnely was, however, not promptiy done.
fter the returnof the Reteiver General to the
Provinee, upou his reporting favorably of the per-
fect stability of the house of Messts, Baring, and
upon his statement that he was 50 well essured of
the Debentures being saleable in London, a further
sum of 60,000! was transmitted to that hous- for sale

It appears, howe, er, thut to thiy day they are
saleabie at par aceording to law.

The expenditure which these Debentures were
expecled to cover was in consequence obliged to
be borne partly out of the sum raised in the Pioy-
ince, though this appropriaticn was certainly not
strictly legal, and partly by a renewal of t.e mea-
sure of disposal of Debentures in the Province,
adopted wiih the approval of the Receiver General.

Had the Debentutes first negociated by the Banks
been sent 1o London in the usual mauner, as the
sum of £60,000 was afterwards sent, and had they
been drawa aguinst at once, which was the on'y
way of meeting public exigencies, and had they
proved uusaleable, the Bills must have been pro-
tested, aud the eredit of the Province would have
been rumed. This was a tisk which the Council
could not incur from any consideratious of expe-
divney or advantage in the transaction.

The Council in”their own justification beg to
state that the measure for the negociation of the
extensive loans authorized by Parliament, were in
no wise Government measures ; they originated al-
together in the House of Assembly, and tieir a.
doption was not witnessed by the Counril without
setious fears of consequent embarrassment.

The Council have made this general statement
of the principles upon which they felt themselves
compelled to act, und they hambly conceive that
subsequent events have not proved the want of
judgment in the measures advised by them ; they
endeavoured to proceed with safety, and, if piohit
was in an)y degree sacrificed thereto, the Council
hope that the state of publi: affairs will prove a
suificient excuse for their proceedings.

While the Council aép.it the principle that the
interests of holders of public ‘securities should be
most tenderly guarded in the negotiations of new
loans, these iterests cannot be held as superseding
all considerations of public welfare and conveni-
ence. The History of the National Debt of Eng-
land shows frequent and extreme depteciativn of
public securities, in consequence of new and ex-
tensive loans, and this has been too often the case
to admit of the recognition of the principle that
the interests of the old holders of Debentures
sheuld be so exclusively considered as to prevent
the negotiation of new loans in the best practicable
manaer, should the necessities of the Province or
the pablic interests require sach a measure.

Itis due to the Honorable Messis, Allan and
Drajer to say they were 2bsent when the first sum
of Debentares was sold to the Banks, and that
therefore they cannot be held liable to any censure
which may be held to attach to the transaction.

All which is respectfully submitted.

(Signed) R. B.SULLIVAN, P.cC.

Copy ¢f a Despalch from Lord Glenelg in answer to
to the foregoing.
Copy. No. 203,

Sin:

Dowsixg StrexT.

31st Junuary, 1839,
I' have received, and laid before my
colleagues, your Despatch of the 20th No-
vember last, No. 91, explaining the present
financial state of Upper Canada, and offering
variovs suggestions by which the existing
difficulties niay in your opinion be overcome.

"The importance of this subject, and the
manner in which you have brcught it under
our notice, have commanded our most ser-
ious attention,

You propose in the first place that, under
existing cis res, you should be per-
mitied so far © depart {rom my circular in-
structions of 31st August, 1836, us to assan t
to any bill which may be presented to you
*““having for its ohject 1o allow the Receiv-
*‘er General 1o issue, an the credit of the
**government, bills or notes payable in To-
*ronto at twelve months after date to the
“extent of £100,000, to be used as a circu-
“lating medium, and made chargeable on
¢the prosoective revenue of the province.

This, bowsver, you describe as a mere
femporary expedient ; and you express your
opinion, that the issue of government paper
not convertible into s s is detrimental 10
the credit of the province : and unless there
were a prospect of fi ial relief, founded
on a sound and simple basis, no good re-
sult could be lovked for from it. That
**sound and simnle basis” you subsequent-
ly explain to be the developement of the
tesovrces of the ccuntry by an emigra-
tion on a large scale, “directly faciliated as
a great national measure ;”” with the conse-
quent influx of British caputal; and the resto-
ration of confidence in the security of the
connection between the proviace and Great
Britain—the annexation to Upper Canada of
© sea-port, aud the increase of the import
duties—and lastly, the raising of a loan in
this country on the guarantee of the Imperial
revenues 1o pay off the provincial debt, By
the immediate adoption of such measures
you consider that the difficuities in which
the province is now involved may be effec-
tually removed- With respect to your first
proposition, | must observe that the restric-
tion imposed on the Lieut. Gov. ot Upper
Canada in regard to money bills by my cir-
cular despatch of 31st of August, 1836, was
conditionally withdiawn by my dzspaich to
yoursell of 26th Dee. 1837,

So far as that instruction is concerned,
you are therelore free 1o act on yo.ur omn dis-
cretion in accepting or reserving any bill
which may be presented to you by the Le-
gislature for the issue of paper mcney. But
before Her Majesty’s Government could give
their expres$ previous sanction to a measure

such as you contemplate, weuld require
much more detailed inﬁwnl:zu‘ g i
than is contained in your present

1 10 potice the poiuts oo w!

i

rmation is peculiarly Cefective.

them 28 & means of immediate t'vrnlr

b

|

You surgest that the cuntemplated notes
chould be used asa “Cireulating Medium.”
You do sot however:tate in what sums they
are to be issved, in what manner the fssue
is to be made, whether in payment for proa
vincial engngements and disburseients; or
upon securitics, or through the Banks; nor
whether it 1s designed to coustitute them a
legal tender fordetts. I peed not point out
the essential liflerence between a loan made
on public security by the issue of State Bonda
and a creation of paper mcney inconvertis,
b'e inte coin, but which is 10 be forced iuto
circulation with paper convertible into silver,
The first_plan only gives to capitalists §
means ol ihvestment, temvorary or perma-
nent, and' av the same time atiords to the
state'the use of the eapital lent. The seas
ond plan mcreases the whole circulation b¥
an issue which cannot possibly circulsts at
par with a paper bearing an iutrinsic value;
and must therelore, il made a legal tepder,
drive out of the Province a certain amourit of
the silver now there, either in circulavon, in
the Banks, or inthe Military Chest. The
tempora:y reliel, therefore, which such o
measure might afford, would be purchased
by an eventual inciease of the embarrass-
ment ot the Province, ;

Your repert is a'so defective ic anather
peint.  You state that the existing debt of
Upper Canada has been piincipally incurred
in the construction of public works§ but you.
do not state to what purpose the money to be
raised by the proposed notes is ta be applied.
Ifthe public ncome is insufficient to meet
the expenditure essentially public, the bal
ance must, in some way, be provided for
But if this balunce 13 wanted solely for pub-
lic works, orlocal improvements, every gen
eral principle is opposed to the raising it by,
an issue of inconvertible Government notes,
unless there be a surplus revenue or z state
of public credit that justifies the expenditure.
Under these circumstances it appears to Her
Majesty’s Government that the proper course_
would be after ascertaining the eaisting defi-,
citin the Revenue, to procure an enactment,
revoking in the first place the law which
prohibits the raising of loans in London on
less favourable terms than at par, bearing
5 per cent, interest, and authorising the ne-
gotiation of a loan in London to the amouut
of the deficit in the revenue, and no further,
on the most {avourable terms which can be
procured under the sanction and with the as-
sisiance of Her Majesty’s Goverament, but-
secured on the revenues of the Province. If
such a rmeasure should be adopted you would;
in reporting it to me, transeit for the infoi-
mation of Her Majesty’s Government a
statement showing the exact amount of the,
Revenues and Expendifure of U. C. withf
such explanations as might appear to you
necessary.

In respect to your proposal for the direct
encouragement of emigration to U. C., and
the annexation to the Province of a sea-port,
I refrain at preseat from enlering into any
detailed explanation, The latier of those.
propositions could of course only be effected
through the intervention ot Parliamwent ; and
until the plan of Her Majesty’s Ministers foe,
the future government of Canada shal have
been laid before Parliament, it would be oh-
viously inconvenient to enter into a discussi-
on on isolated portions ol it._ Butl beg
to assure you that neither of fhose subjects
has‘escaped our attentive consideration.

Lastly, you propose that Her Majesty’s
Government should, on the security, of the:
British Treasury, raise a loan in'E'rllglnnd
to pay, ofl the whole dcbt ot U. T.. The a-
mount of this debt is not less than £1,125,
000, of which the greater part has been in*
curred, not at the suggestion of the local
Goveroment, nor with the knowledge of the.
Secretary of ftate, or the Lords Commissi-
oners of the Treasury, but by the authority
of the Cclonel Legislature for public works
and local improvements: Her Majesty’s
governrrent can discover no ground on which
they could propose to Parliament to throw
on this country the burthen thus incurred .by
U. C. At all events they wonld feel it
impossible 10 hold out any prospect of this
nature at the present moment, when the gen-
eral affairs of Loth the Canadas dre engnging
their serious deliberation, and must shortly
be submilted for the consideration of Parlia®
meot.

I have the hogor, &e.
(Signed) GLENELG.
Major General
, K. C. H., &c.
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1. Resolved—That du
Legislature, a series off
" by this House, attrif
evils ander which

to thi@einjudicions divi Canada in
P , which, with an Address dated
Febraary, 1838, were transmi :

Govert.ment, praying for the ado,
sures as weuld carry the same 1

effe
2. Resolved—That the experience of the pqu'

year has forther confirmed this House in the opin-
ton, that the prosei: system does not answer.the,
original design of the Tmperial Parliament, apd is
not properly adapted to the peculiar sitmation of

these Provinces, T

3. Resolved.—That the Agricoltural, Commer-
cial, and Financial aflairs of this Province are in
a most depressed situition—That the circulating,
medium bears no proportion, to the real capital of
the country, that landed property canmot be con-
vetted into money, for commercial and other pur-
poses, that although Wheat, thé only article we
grow for exportation, commands at this time a
high price, arising from a partial f.ilure of the crop
the past year, still it dors not bear an equal value
to the saine atticle in the State of New- York, from

the_injurious operation of the Cauada trade Act.
1*4; credit is irxnpulr;d-sublic works dis-
& —Emigiation bas ceased—and very gen~

eral discontent prevails—arising from those causes,
4. Rerolved—That altlough the Loyajty of the
Inhabitants of Upper Cinada, of whatever arigin,
is nnquest:ocable; and fiom their local sitnation,
and personal interest, they are paturally the rivals
‘of the inhalitanis of the United
¥ are fot. placed in as sparoy
t and dissatisfaction will.continue to ppe

vail and increase—and the canse will be

respectiog it
hdicbu& Im

7 1o the system, or the M-phuuiu of !
Boncludel om fhe Tast Puge.
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