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reading the covenant without the recitals lie was of opinion that,
on the authorities, the surne conclusion must be reached as to
the legal effect of the covenanit.

BulaN<~8oCIT~'I>Ow~ T LOA ONFIRS M0Tt;oNE. Ly-PAYMCN1 OF
f»ýR or NMORTtI(*ACd.[?. OF0 SacmUr!'y >Fk BfLANcIP-
ULi TRA~~~BRonN

In Portsea i>tiildi;tg Soci0tY v. J3arclaY, (1894) 3 Ch. 86; 8 R',
Aug. 167, the plaintiffs were a building society, and uîîder their
rules they were only enipowered to lend rnoney on the security of
first inortgages. TÎhev had lent £17,000 to a mani named House
on the securitv of a first m, tgage. It wvas subsequently dis-
covered that the plaintitUs had exceeded their borrowing powers,
and notwithstanding this an applirnllon %vas mnade by the plain-
tiffs to the Ixnperial Life Insurance ~pany for an advance, and
in pursuatnce of that application the follow~iing ztriangement was
mnade and carried out. *The insurance conipany lent Housu
£'6,ooo on tht security of the property covered by' the plaintiffs
rnortgage. This sum he handed over to the plaintiffis, and they
applied it on accouint of his mortgage to them., and the plaintiffs
joined in House's mortgage to the insurance conlpany, and
thereby agreed te postpone the plaintiffs' nîortgage tu that' of the
insurance company for the £6,oo-o so advanced by theni. The
plaintiff companv wvas subsequentlv ordeved to be wvound upj,
and the liquidator now contended tlmt the above transaction
was u1tri vires of the di-ectors, su far as the postponentint
of thc plintiffs' mortgage was concerned. Rorner, J., was of
opinion thda the transaction amiotnted to an attemxpt to boan on
a second iinortgage, wh'ch was contrary to the rUles, andi tliat,
therefore, the comnpany was not bound hw the deed mwl'ereby they
purr nýted to postpone their nortgage to that of the insurancc

re eu. pany; and that thu latter were not entitled tu rank pari pts- ii
PSI with the plaintiffs in respect of the C'6,ooo as purchasers pro 1antn
E of House's securitv to the plaintiffs ,neither could the insurane

tUIcornpany be treý,'ed as creditors of the plaintiffs f(ý the c6,oooadvanced by them to House ; and he, therefore. gave dnent in
favour of the plai-itiffs, declaring them to bc entitled to priority
over the insurance company for the balance due on their (the
plinifT mortgagc.


