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ed year after year, but the receipts were cutcrcd in fnll
without these allowances being deducted. the books
Leing so manipulated as to conceal what is a nanifest
frand on the shareholders and the publie.  Auother de-
ception was, the placing amongst the receiptsof a large
sum which was created by swelling tie valuations of
certain properties of the company, and (reating this ad.
dition to the value of the assels as income. ‘I'hus. By
not deducting from the gross receipts the large rebates
which bad bheen made, and by enlarging them by merely
speculative additions to the values of properties, the
accounts were made 1o show a finaucial condition of
this system of roads, which was wholly fictitious. The
case of the Philadelphia & Reading Railroad Company,
now before the Courts is even more starlling than that
of the Atchison. A paper in the last number of 7Ze
Forum gives the following statement, which is enongh
to shake coufidence in all United States vailroud sceny-
ities. The president of that Company, when buying its
stock for 2 personal venture, took £30,000 fro.y the
treasury of the Company to make up a deficit n his
srivate funds. He went on speculating on a largescale
with wottey taken srom the Company, and, on the very
doy it went into the receiver's hands, he took $1,000.-
ooo in bonds and cash, the property of the company,
without authority, in order to engage in priv...¢ specu-
lations in its stock. When the attention of the Court
was called to these transactions, there was a Joss of
nearly $t,500,000, and securities 40 nearly 83,500,000in
par value had in the meanil: bheen involved, and
of course their absence from the treasury led to the
downfall of the Company. The dircctors, at an carly
stage of these transariions, passed a resolution con-
doning, if not actually approving them, from which
we are disposed to think that there was a scheme afoot
to “bull® the Company’s shares, or stop ther declin:
ing, a policy we have known adopted by a company in
times when its shares were shrinking in market value,
The directors, however, are said to have been ignorant
of the president having incurred a liability of six mil-
lions, aud ignorant too of the mumnber of shares he had
bought, and at what price. ‘These facts are not disputed,
they have been establishied in Court.

The most alarming feature in this case is that the
Master in Chancery, at Philadelphia, has given a deat-
sion stating the law to be as follows:

1. A president of a railroad company who cugages
Jor his owwn account in a stock specui.lion may secretly
take securities fromt the Company, and use tham as
margin in that speculation without involving himself in
criv sinal liability, the remedy of the Company being
sinply an act of conversion, if the act be not subse-
quently approved by the Board of Diicctors.

2. No remedy whatever remains if the Board ap-
proves of the use of certainof the securities taken from
the treasury, no matter what misrepresentations have
been made.

3. Ifapproval has been given to addefinite amount.
that approval is extended by implication of Iaw to the
lotal amount withdrawi,

4 The law implies that the approval of a limited
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anount of seeurities uscd as “margin” involves the
asswuption by the company of the whole sum to which
such “margin ' is applicable: in this ease such liabi-
lit\ is over $6.00,000.

3. ‘I'he law does uot vequire a presidest {o inform the
Bo'lrd about the details or extent of such transactions.

o. ‘I'he Company has no reeourse againust the Board
of Directors for assuming an unlimited and unkuown
liability by reason of such purcha«, there being no
forum to which they are ameunable m such matters. be-
youd that of their own couscience.

HHad not the above been declared publicly in a
Court of law as the law of the United States relating 1o
the powers of a railroad president, it would have heer
incredible that any corporate bod: should be so abso-
lutely at the merey of one official. But there stands this
decision, which virtually declares that a mailroad presi-
dent can use the cash and sccurities of his company as
absolutely as though they were his private property,
and that hie is 1ot Louud to state to what uses he has
put such propertics, nor is he to any extent whatever
responsible for what losses may be inflicted ~ the com-
pawny by his sprenlating with such cash anv securities.
Thisbeing the state of thelaw, it has come to pass that
ihe directors of many railroads have o permancnt in-
terests in their stocks. wiich are rejarded as mere ins-
truments for gambling on *Chauge. almost unlimited
facilities for which operatious aregiven hy the treasury
of the voads being at their disrsal for putting up
“margins.”’

Oue of the most important questions now before die
people of the States has arisen from the expost. of
the Atchison system of * cooking ™ accouants, the revela-
tions as to the doings of tiic President and Directors of
the Philadelphia & Reading Company:, with the deci-
sion relating thiereto of the Philadelphia Court. Legis:
Iation is to be sought to bring the law governing il
ways more into harmouy with common scuse. and made
more protestive to all interested W mifread propertics,
Asto auy reform coming from anaual mectings of
shareholders we are not as sanguine as those who sup-
pose this an effective remedy for the preseut evils. So
long as a president is vested with such control over =
co*x.mny' $ accounts and possessions. 30 tong 2« he
enjoys humunity from prosceution for any Rlshications
of the oue, or fraudulent usc of the other, <o long will
the ranh: and file of <harcholders be powerless to ywo-
tect thair own, and the interests of the public. Chang-
ing the Board will not change the syslesm wiich offers
terrible wcmpiativas to whicl ne othicial ought to be
Xy wde Solenyg as presidents can take without any
risk of prosccution a million of dollars srom a wil
road treasury for private speculations, so kng will pre
sidents avail themselves of Uiis powes, asnd so ong will
ey find colleaguivs toshare in these opcrations.  As
the falsification of accounts may casly be made tie
road 10 fortunc, that road will nol waul travelicys wo
long asitissafe. Thesame law which is in force
g'm‘hn" cibezzlements, and otlier forms of fand com-
nmitted by servants of x financial or mercaatike firy,
must be made applicable 1o milway ofhicials of what-




