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penitentiary. In Scotland, Mr. Cameron, of
the Royal British Bank, was sent to prison
for one year for a similar off ence, even be-
fore the Fraudulent Trustees' Act was made.
Would not an efficient audit have discovered
the fraud, if it was really committed, at
Winnipeg ? But people who do such things
are likely to use their best endeavors to
prevent an efficient audit. If the fraud in
question bas been committed, and if Rokeby
made the false entry himself, be alone may
be guilty. If made by a clerk, who knew
that it was false, he would share the guilt
of the act : no order from a superior officer
would shield him. It is just possible that
a clerk in such a situation might not be
conscious of the legal guilt, and might sup-
pose that the fact of bis acting under orders
would absolve him. The delusion is one
which ought to be dispelled.

Once more the Goverument of Newfound-
land is pressing for Imperial ratification of
the Bond-Blaine convention. The execu-
tive council of the island bas sent a private
memorandum to Mr. Gladstone, praying
that the royal sanction may no longer be
withheld. These island councillors profess
to know what would happen uin a negotia-
tion between Canada and the Republic-
what conditions the latter would insist on;
an assumption which, we should think, Mr.

We need look back but just beyond the
time when trouble came into the board
roon and the manager had ta be chauged,
ta see that some of the statements sent
forth ta the public through annual reports
and monthly returns te the Goverument,
were characterized by a want of candor and
by positive inaccuracy.

June 19,1883, the directors, acting in con-
nection with the general manager, and often
necessarily relying upon him, state that
" after making full provision for bad and
doubtful debts," there was a net profit for
the past year of $459,265.64. On the 17th
May, 1884, they tell how much net profits
remain after "providing for bad and doubt-
ful debts." It is true they do net say " all
bad and doubtful debts," but they must be
assumed ta have intended that their lan-
guage should be understood in this sense.

Subsequently events showed that, at this
time, bad debts had accumulated ta an
enormous extent. A state of things existed
which made it necessary ta change the
manager, and on the 28th June Mr. Yarker
came ta the aid of the bank, ta which it
was necessary ta bring the knowledge of an
expert. Atter examining the accounts for
four months, the new manager came ta the
conclusion that the bad debts, for which
just before his accession ta the manager-

Gladstone will not find it easy to accept assbip provision was said ta bave beau made,
beyond question. It is also contended that figured up ta $2,624,121.37, and doubttui
because Canada bas mackerel for which debts to $349,155.94. It is difficult to be-
she wants a narket, and Newfoundland lieve that the directors bad not the means
has none, the negotiation for the two of knowing, iu June, that sufficient provi-
countries would have to proceed upon dif- sion bad not beau made for bad and doubt-
ferent lines. It does not follow, even if fui debts, whicb, on investigation, vera
these facts be assumed, that the negotia. found in Novembar ta amount ta 62,973,-
tions had better be separate. Reference 277.31; and if thayhadnot taken the trouble
is made to the Halifax Fishery Commission, ta ascertain the tacts, tbay ilI 'liscbarged
which sat many years ago, to show what the dutias of thair office. No doubt the
Canada bas refused ; and on the strength directors relied te a great axtant, ottn
of this historical reference, the conclusion implicitly, on their ebief exacutive afficer.
is drawn that what she would not then do, In Jane, not only was it claimed that
neither will she now. By this process of bad and dauhtful debts had beau providad
reasoning it would be possible to prove for: $1,500,000 was paraded as standing at
anything; and we think the Imperial the cradit et the Rest acceunt. This
Governmeut will not find it possible to ac- amount was, se ta speak, a second capital,
c6pt it as ground of the action invoked. over and aboya the amount whicb appaared

on have be reguarly subscribed and paid
THE LAST 0F THE FEDERAL BANK. in.

At last, after years of doubt and liquida- Mr. Yarker, ater au xamination f four
tien, the affairs of the FaderaI Bank are re- mouth , tld the shareholders and the pube
portcd te ha practically wound up. In licsomething ef a startling nature about
1884, the capital was reducadtram $3,000- d500,000tof the regular capital.
000, et which $2,952,680 was represeutad as At a special meeting oe the Fadera Bank,
paid up, te61,250,000. The dufferince be- Nov. 20lth, 1884, he recommended othe
twaau these two amouats diappeared by a cancfllationin ws ped tha 5,000 sharas,
stroke et the peu. On the reduced capital 500,000 being part et the stock that has
a final dividend, luwiuding up, has bea reverted ta theo ank," giving as a reasn
paid et 5% par cent., so that about hait th that the appearanc et this amout I as part
remuant of $1,250,000 et the stock disap- et the paid-np stocklu eui Gavarument
peared te in the gulf of waste and disaster. statemnt is mislading, as the proper cou-
Bides this the Rest, atone tm stated at struction etsncb3an item is, that i3,r0pr0
$1,500,000, bas gene with the other lsses, sa ts capital paid into th hank lu zney,
and leavs not a wreck ehind. by bona fide sharee-ldars; whiia, as a mat-

Though teo muc that s dnet creditable ar ettact, in this case, Alesne such
ls knewn of the historyet the datunet bank, ting." Mr. Yarker frthar davalops the
thara 1e au absence et information on semae miechievous consequanoas et Lb. inaccurate
points, which makes it desirable tat, in retur by saying, truhy:as"ILbcenys tbe
sncb casas, seae public officer should he misleading idea that it rpresents te the
core asseiated with the management 'd depositor and nteholder a double iability,
required to report ou tha general condition w araasr.u raaity, heing aur own proparty,
Be which the Rncr, was found whean dis. it bas ne sucbfarce." This stock bad ra-
aster came. vertd te the ank principally tarsugh th
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Commercial L>an and Stock Company,
which became insolvent.

When the Commercial Lian and Stock
Company was formed, the suspicion that it
was intended ta operate in Federal stock,
expressed before a parliamentary commit-
tee, was met by blank denial. At first, it
dealt in other stocks as well as Federal ;
but in its latter days the one object of its
existence was to inflate Fede ail stock. At
one time, the bank granted ta this auxili-
ary company, which was on the road ta
bankruptcy, an overdraft of $1,500,000.
In this way, half a million of capital was
squeezed out of the bank. And in the
return ta the Government, as Mr. Yarker
showed, the capital was represented as
still there.

The directors and the first general
manager may consider themselves for-
tunate ta have escaped criminal prose-
cution. The English Act, known as the
Fraudulent Trustees' Act, makes the publi-
cation by any director or officer of a public
company, of a statement which ha knows
ta be false, "with intent ta induce any
person ta become a shareholder or part-
ner," a misdemeanor, punishable with
three years' imprisoument. This provision
of the English statute was incorporated
into the laws of Canada in 1858, in the
following words: "If any director, manager
or public officer of any body corporate
shall make, circulate or publish, or concur
in making, circulating or publishing, any
written statement or account, which ha
shall know ta be faise in any material par.
ticular, with intent ta deceive or defraud
any member, shareholder, or creditor, or
with intent to induce any person to becine a
shareholder or partner therein, or ta intrust
or advance any money or property ta such
body corporate or public company, or ta
enter into any security for the benefit
thereof, he shall be guilty of a misde-
meanor."

The penalty for this offence is three
years in the penitentiary. If such a thing
had occurred in England, the directors
would certainly have been put on trial for
a misdemeanor. In this case, only one of
the directors of the bank was a shareholder
in the Commercial Loan and Stock Com.
pany; and the other directors disclaimed,
in a note in the books of the bank, any
knowledge of certain advances made te be
used as loans on the stock of the bank.
There can ha no doubt that the object of
the advances on the stock of the bank was
ta inveigle outside parties into purchasing
the stock, into becoming "shareholders or
partners therein." The advances on the
stock, which were purchases in substance,
and became so in fact, were illegal; for
though the Commercial Loan and Stock
Company could legally advance on the
stock of the bank, the barLk could net,
directly or indirectly. loan upon its own
stock.

All the transactions in connection with
the loan by the bank on its own stock,
illegal as they were, and fraudulent as the
law may regard many of them, were in-
tended ta entrap the public into the pur-
chase of the stock, by creating the belief,
through high quotations, of its great value.
The bait was taken by a,11 sorts et people,
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