
Yiy Dear Prirne Mi .n i s te r ,  

S have t h e  honour t o  r e f e r  t o  d i s c u s s i o n s  which 
have r e c e n t l y  taken  p l a c e  between r e p r e s e n t . a t i v e s  of 
o u r  r e s p e c t i v e  Governments concern ing  t h e  gra.nt of a 
l.oan. by " c b c  Governmen-t of N e w  Zea.l.and t o  tlze Government 
of t h e  Coolr. I s l a n d s  t o  enable t.lzc purchase  of t h e  h o t e l  
known as  t h e  Rarotongan Hote l  and i-ts p l a n t  and 
f  u r ~ l i s h i n g  s ( " t h e  h.o,tel 'V cc.~:rem.tly owrled by Cook I s l a n d s  
Ho te l s  Ltd .  I now propose on behalf of t h e  Government 
of N e w  Zealand t h a t  an agreement; be reached between. o u r  
.kwo Governrncrats i n  t h e  fo l lowing  terms: 

The Government of RPW Zea3-and shall make 
a v a i l a b l e  ts t h e  Government of t h e  Cook 
Is lands  on the Is3c day of A p r i l  1 9 8 2  a Loan 
of t h e  s~zrr!  of five n ~ i l l i o n  f i v e  hundred 
thousand dol.l.ars f$5,5C10,000) ("the p r j n c j p a l  
surn") i n  New Zealand cur rency  t o  be  appl-icd 
by t h e  Governrnmt of t h e  Cook I s l a n d s  o n l y  
f o r  on-1-ending t o  a company ( " t h e  comrpany" ) 
t o  be  i n c o r p o r a t e d  f o r  t h e  purpose of pu rchas ing  
t h e  h o t e l .  

2 .  The loan  s h a l l  be  repayable  over  a tc rm of 
28 y e a r s  co~mnencing on t h e  1st day of April 
2983. 

3 .  The Government of t h e  Cook I s l a n d s  s h a l l  pay 
i n t e r e s t  on t h e  l oan  a t  t h e  r a t e  of seven 
p e r c e n t  ( 7 % )  p e r  annralx caLcula ted  wi th  q u a r t e r l y  
rests fro111 t h e  1st day of A p r i l  1982, such 
i n t e r e s t  t o  be  paid q u a r t e r l y  on t h e  Ist days  
of A p r i l ,  J u l y ,  Octaher and January i n  each  
and every  y e a r  t h a t  t h e  p r i n c i p a l  sum o r  any 
p a r t  t he reo f  remains o u t s t a n d i n g :  p rov ided  
however t h a t  t h e  f i r s t  payment s h a l l  be  made 
on t h e  1st day of J u l y  l983  and i n t e r e s t  f o r  
the pe r iod  from t h e  1st day of A p r i l  1 9 8 2  t o  t h e  

/3 l r ; t  day 

Hon. S i r  Thornas Llavis, KBE, 
P r i m e  Minis-i.:e~: of the 

Coolr I s l a . nds ,  
Rzrotonga, 
COOK ISL.ANU>S. 



3 1 s t  day QE 1\Iarchc?l983 s h a l l  be  c a p i t a l i s e d  and 
added t o  t h e  p r i n c i p a l  su.m. 

4 ,  The p r i n c i p a l  sum, c a p i t a l - i s e d  i n t e r e s t  and 
i n t e r e s t  shall be  p a i d  by t h e  Government of 
t h e  Coolc. Jsl.,auds t o  the  Government of Mew 
Zealand by q u a r t e r l y  i n s t a i m e n t s  of $120,209.36 
i n  N e w  Zealand cur rency  on t h e  Lst days of  A p r i l ,  
J u l y ,  October and January i n  each and eve ry  y e a r  
w i th  t h e  f i r s t  payment t o  be made on t h e  1st day 
of July 1983. Payment s h a l l  be  e f f e c t e d  by 
t e l e g r a p h i c  t r a n s f e r  t o  t h e  Reserve Bank, 
Wcl-lington f o r  t h e  c r e d i t  of t h e  P u b l i c  Account. 

5.  ( a )  The Government of t h e  Cook I s l a n d s  s h a l l  
be  f r e e  a t  any t ime t o  repay t o  t h e  Govern- 
ment of N e w  Zealand i n  New Zealand cu r r ency  
t h e  whole of t h e  l oan  t h a t  i s  t h e n  o u t s t a n d i n g ,  
t o g e t h e r  w i t h  i n t e r e s t  t he reon ,  i n c l u d i n g  
c a p i t a l i s e d  i n t e r e s t ,  c a l c u l a t e d  up t o  t h e  
d a t e  of repayment, 

( b )  The Government of t h e  Cook I s l a n d s  s h a l l  
n o t  s e l l - ,  a s s i g n ,  transfer o r  d i s p o s e  of 
t h e  h o t e l  o r  e n t e r  i n t o  an agreement f o r  
t h i s  purpose wi thou t  s a t i s f y i n g  t h e  
N e w  Zealand Government a s  t o  t-he means by 
which t h e  l oan  i s  t o  be  r epa id .  

6 .  The Government of t h e  Cook I s l a n d s  s h a l l :  

(a) on-lend t h e  p r i n c i p a l  sum t o  t h e  company 
upon t h e  same t e r m s  as t o  payment o f  
p r i n c i p a l  and i n t e r e s t ,  i n c l u d i n g  c a p i t a l i s e d  
i n t e r e s t ,  on which t h e  p r i n c i p a l  sum i s  
advanced by t h e  Government of New Zealand 
t o  t h e  Government of t h e  Cook , I s l ands ;  

(b )  t a k e  and r e t a i n ,  u n t i l  al.1 moneys 
o u t s t a n d i n g  t o  t h e  Government of New Zealand 
under t h e  l oan  have been r e p a i d ,  t h e  
m a j o r i t y  sha reho ld ing  i n  t h e  company and 
ensu re  t h a t  t h e  o t h e r  s h a r e h o l d e r s  i n c l u d e  
t h e  c o n t r a c t o r s  r e s p o n s i b l e  f o r  t h e  
management of t h e  h o t e l ,  

/7 .  R e p r e s e n t a t i v e s  



7.  Represen k a t i v e s  oz,, t h e  Government of 
New Zealand and the Government of t h e  
Coolc I s l a n d s  s h a l l  s e t t l e  t o  t h e  s a t i s f a c t i o n  
of bo th  Governments such f u r t h e r  t e rms  and 
arrangements  as may be  neces sa ry  t o  g i v e  
e f f e c t  t o  t h i s  agreement. 

I f  t h e  foregoj-ng p r o v i s i o n s  are a c c e p t a b l e  t o  t h e  
Government of t h e  Cook I s l a n d s  S have t h e  honour t o  
sugges t  t h a t  t h e  p r e s e n t  l e t t e r  and your  r e p l y  t o  t h a t  
e f f e c t  s h a l l  c o n s t i t u t e  an agreement between o u r  two 
Goverrlnzeriks which sha3.l e n t e r  i n t o  f o r c e  on t h e  d a t e  of  
your  r e p l y .  

Yours s i n c e r e l y ,  



5  A p r i l  1982 

R t  Won R D Muldoon CH 
Prime M i n i s t e r  
Wel l ing ton  
NEW ZEALAND 

My Dear Prime M i n i s t e r  

I have t h e  honour t o  r e f e r  t o  your  l e t t e r  d a t e d  1 A p r i l  1982,  
t h e  t e x t  o f  which i s  a s  fo l lows :  

" I  have t h e  honour t o  r e f e r  t o  d i s c u s s i o n s  which 
have r e c e n t l y  t a k e n  p l a c e  between r e p r e s e n t a t i v e s  
o f  o u r  r e s p e c t i v e  Governments c o n c e r n i n g  t h e  g r a n t  
of  a  l o a n  by t h e  Government o f  New Zealand t o  t h e  
G o v e r n ~ ~ e n t  o f  t h e  Cook I s l a n d s  t o  e n a b l e  t h e  p u r c h a s e  
of  t h e  h o t e l  known a s  t h e  Rarotonqan H o t e l  and i t s  
p l a n t  and f u r n i s h i n g s  ( " t h e  h o t e l " )  c u r r e n t l y  owned 
by Cook I s l a n d s  H o t e l s  L td .  I now propose  on b e h a l f  
of  t h e  Government o f  New Zealand t h a t  an a g r e e v e n t  
be  reached  between o u r  two Governments i n  t h e  
f o l l o w i n g  t e r m s :  

1. The Government o f  New Zealand s h a l l  make 
a v a i l a b l e  t o  t h e  Government o f  t h e  Cook 
I s l a n d s  on t h e  1 s t  day of  A p r i l  1982 a  
l o a n  o f  t h e  sum of  f i v e  m i l l i o n  f i v e  
hdndred thousand  d o l l a r s  ($5 ,500,000)  
( " t h e  p r i n c i p a l  sum") i n  New Zealand 
c u r r e n c y  t o  be  a p p l i e d  by t h e  Government 
o f  t h e  Cook I s l a n d s  o n l y  f o r  on- lending 
t o  a  company ( " t h e  company") t o  be  i n c o r -  
p o r a t e d  f o r  t h e  purpose  o f  p u r c h a s i n g  t h e  
h o t e l .  

2 .  The loan  s h a l l  be  r e p a y a b l e  o v e r  a  t e rm o f  
28 y e a r s  commencing bn- t h e  1st day o f  A p r i l  
1983. 

3. The Government o f  t h e  Cook I s l a n d s  s h a l l  pay 
i n t e r e s t  on t h e  l o a n  a t  t h e  r a t e  of  seven 
p e r c e n t  ( 7 % )  p e r  annum c a l c u l a t e d  w i t h  
q u a r t e r l y  rests from t h e  1s t  day of  A p r i l  
1982, such i n t e r e s t  t o  be  p a i d  q u a r t e r l y  
on t h e  1 s t  days o f  A p r i l ,  J u l y ,  October  
and J a n u a r y  i n  each and e v e r y  y e a r  t h a t  
t h e  p r i n c i p a l  sum o r  any p a r t  t h e r e o f  remains  
o u t s t a n d i n a :  p rov ided  however t h a t  t h e  f i r s t  
payment s h a l l  be  made on t h e  1st day o f  
J u l y  1983 and i n t e r e s t  f o r  t h e  p e r i o d  from 
t h e  1st day o f  A p r i l  1982 t o  t h e  3 1 s t  day of 
March 1983 s h a l l  be  c a p i t a l i s e d  and added t o  

t h e  p r i n c i p a l  sum. 



Z. 
R t  Hon R D Muldoon CH 

4 .  The p r i n c i p a l  sum, c a p i t a l i s e d  i n t e r e s t  and 
i n t e r e s t  s h a l l  be p a i d  by t h e  Government of  
t h e  Cook I s l a n d s  t o  t h e  Government of  New 
Zealand by q u a r t e r l y  i n s t a lmen t s  o f  $120,209.36 
i n  N e w  Zealand currency on t h e  1st days of  A p r i l ,  
J u l y ,  October and January i n  each and every yea r  
wi th  t h e  f i r s t  payment t o  be made on t h e  1st day 
of J u l y  1983. Payment s h a l l  be e f f e c t e d  by 
t e l e g r a p h i c  t r a n s f e r  t o  t h e  Reserve Bank, 
Well ington f o r  t h e  c r e d i t  of t h e  Pub l i c  Account. 

5 .  ( a )  The Government of  t h e  Cook I s l a n d s  s h a l l  
be f r e e  a t  any t i m e  t o  repay t o  t h e  
Government o f  N e w  Zealand i n  New Zealand 
currency t h e  whole of t h e  loan  t h a t  i s  
then ou t s t and ing ,  t o g e t h e r  wi th  i n t e r e s t  
t he reon ,  i n c l u d i n g  c a p i t a l i s e d  i n t e r e s t ,  
c a l c u l a t e d  up t o  t h e  d a t e  of repayment. 

( b )  The Government of t h e  Cook I s l a n d s  s h a l l  
n o t  s e l l ,  a s s i g n ,  t r a n s f e r  o r  d i spose  of  
t h e  h o t e l  o r  e n t e r  i n t o  an agreement f o r  
t h i s  purpose wi thout  s a t i s f y i n g  t h e  
N e w  Zealand Government a s  t o  t h e  means by 
which t h e  loan i s  t o  be r epa id .  

6 .  The Government of  t h e  Cook I s l a n d s  s h a l l :  

( a )  on-lend t h e  p r i n c i p a l  sum t o  t h e  company 
upon t h e  same t e r m s  a s  t o  payment of  
p r i n c i p a l  and i n t e r e s t ,  i n c l u d i n g  c a p i t a l i s e d  
i n t e r e s t ,  on which t h e  p r i n c i p a l  sum i s  
advanced by t h e  Government of  New Zealand 
t o  t h e  Government of t he  Cook I s l a n d s ;  

( b )  t a k e  and r e t a i n ,  u n t i l  a l l  moneys 
ou t s t and ing  t o  t h e  Government of New Zealand 
under t h e  loan have been r e p a i d ,  t h e  
ma jo r i t y  sharehold ing  i n  t h e  company and 
ensure  t h a t  t h e  o t h e r  sha reho lde r s  i nc lude  
t h e  c o n t r a c t o r s  r e spons ib l e  f o r  t h e  
management of  t h e  h o t e l .  

7.  Represen ta t ives  o f  t h e  Government of New Zealand 
and t h e  Government of  t h e  Cook I s l a n d s  s h a l l  
se t t le  t o  t h e  s a t i s f a c t i o n  of both Governments 
such f u r t h e r  terms and arrangements a s  may be 
necessary  t o  g ive  e f f e c t  t o  t h i s  agreement. 



3. 
R t  Hon R D Muldoon CH 

I f  t h e  foregoing  p rov i s ions  a r e  accep tab le  t o  t h e  
Government of t h e  Cook I s l a n d s  I have t h e  honour 
t o  sugges t  t h a t  t h e  p r e s e n t  l e t t e r  and your r e p l y  
t o  t h a t  e f f e c t  s h a l l  c o n s t i t u t e  an agreement between 
ou r  two aovernments which s h a l l  e n t e r  i n t o  fo rce  on 
t h e  d a t e  of  your r e p l y . "  

I n  summary, a l l  t h e  p rov i s ions  i n  your above l e t t e r  a r e  
accep tab le  t o  my Government, and I agree  t h a t  your l e t t e r  
and t h i s  r e p l y  s h a l l  c o n s t i t u t e  an agreement between o u r  
two Governments, t o  e n t e r  i n t o  f o r c e  on t h e  d a t e  of t h i s  
l e t t e r  . 

Yours s i n c e r e l y  

Prime M i n i s t e r  


