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Th2 proper way to do xvould s eem to be to debit the dellciency
accOunt with th2 entire amotînt due on Decemnher 31st, tO wit

$795e8O4.04, and credit it witb such sums as the coînpany should
1ecelve [romn Mr. Sanchez in excess of the balances dute on current
ftccOunt ; but tben Mr. Sanchez would have to live on $3o,000 a year
a1 mucb longer time.

Another item tbat qhould bave entened into tbe amount fixed as the
delicit is the company's sbare of the profits for tbe yean 189o. The
ei'tire profits for that year wenc $ 144,259.54, of wbich the company's
share wouîd bc $48,086.5i. Mn. Sanîchez contends that as this new
Contract provides for the application of ail profits, including tbe comn-
Pany's sbare, to the cancellation of the deficit, and as the defalcation
was discovered in 1890 (November 25 th), and before the accounts for
tbe year had been made up, therefone the company is not entibled to
any shane of the profits for tbat yean. W e do not quite agree witb tibis
reasoning -

The work of obtaining these facts bas been very difficult and tedious
on account of the devious and unusual metbods of bookkeeping em-
Ployed bv the company. As an instance of tbis, wve will again refer
to the accounit of profits, of which a copy is given above, dated Deceni-
ber 31i;t, 1889. This account shows that after deducting Bertheiot's
'alai'y and expenses there wvas due t0 the company the sum Of $49,-
861.28, for wbich amount a check was subsequently sent to thecon
Pany. The amnount of titis check was diiiy credited up to the account
Of tbe Spanisb American Department on the generai ledger, but no-
Whene on the books could we find any record of that department having
be-en debited witb tbe profits or creditcd with Bei îheiob's expenses. It
appears that certain other items of expense wbich it was desired to
allow tbe Spanislb Americaa Department, but which it was flot desir-
able 10 bave appear upon the books, were set off against the amnount
that would be debited to the company as profits. 'Ihese items in the
aggregate amount to $67,348.94, being $ 17,487 66 in excess of the
arnount of said ch. ck. This excess was tbereîîpon entered in a lum
s'insi imply as agency expenses, the check fur $49,861.28 being credîi ed

*Oni the current account. On ibis particulan point the evidcnce is as
follows -_

Q. Does tbat $49,ooo appear in this balance sheet ?
Mn.r Stamford : INo.
Q. 1 caniiot quite understand yet bow you could give them a credit

for that cash remittatîce without cbarging tbett the balance due on net
hoft.Now titis particular accounit bere, those three items of corn-

rnhdcoliissionls t find in this $322,309.27, iîut 1I(do not quite un-
detrstand wbiy tbey'stiould receive credit on the general account for that

$490oo0 wîthoîît beîng charged witb the net profits. I bat $49,ooo,
'f i is includedj in th.t $303,000, goes t0 reduce-their deficiency.

A. Tb-ît is, apparentiy; it is nil real. If there is a charge on the
'debit side of $ 5 5 ,ooo and there is a credit on the same account of

$ 50,000, it sometimes happens, on ocduis, that instead of putting this
On One sîde and that on the othen, Ibis entirely disappears so far as the
ledger is concenned, leaving only $5,ooo, which is on the saine account,
Wbich saves so much bookkeepîng.

Q.- That migbt be so if in ibis case the amourit received bad been
$52 2 000, and înstead of giving them credit fur $352,000 in cash you

gave tbem credit for oniy $ 303,000.
A- On bhe other sîde, Mr. Shannon, thene are $34,0w.
Q. In whicb book ?
A. Suppose tbere was some fresh account which would take Up

$40)Ooreîr? We do rot carry tbat to the account under tbis par-
ticular beadintr, bîut you carry tbat amnount less $49,000 cash. It will
Fave tbe bou),kkeeping.

Q. 18 there aiîyýtàatement here whicb shows tbese different transfers ?
A. Ves, tbcieis a satenicot. There is an account wbichlI ave in

.y nid 'and froniwhiclî tbis is male up-il would be necessary for
y'u le bave that b-fore you could understand it.

Mr, Shannon: V es, 1 cannol understand il witboul baving thal ac-

cobln the foregoing statement of facts we must conclude that Sanchez

and Merzbacher svere tneated witli a degrce of lîberality inconisaent
'Witb tbe best interesîs of the conipaliy.

Mr Banta in bis stalements nefers 10 certain entnies made on the
ledger account of tbe Spanish American Depanîmnenl at the close of
eacit yean. These ciiiries coîîzist of a credit given the Spanislb Ameni-
C'ln Departmentlaipp tiii,. t represent the antount of money deposited
with Various banks iii Sot,îîb Aincrica, but which bad îlOt aI tse tinte
been turne(î over 10 the conpany, and upon opening the accounit for
the'succeeding year ib is debited back wibh a like amiount ; for in-
stance, on Decenîber 3Ist, i 888, tise Spanish American Departimeil
rectived a net credit on this accounit of $283,535.42, and inl February,
1889) said account was debited wibh, a like amnount. This is a nacre
b0okkeeping expedient for the p'urpose Oif obtaining credil for suci,
amoutit as an a,,set ini the item "~ deposited witb banks and bankers iii

other cil es " Which is an admiss-ible asset, instead or baving it includrt-
in the item of agents' balances îybicb are flot allowed as an asset by the
tîlsurance department. If the amount is on deposit 10 the credit of the
co'nPaîly in baniks stlected by il, these entries are entirely proper,
Olberwise nol.

Mr. Beers, in bis letter of l)ecember 16th. 1890, which was accepted
an5d Made part of the conînact by Mr. Sanchez, lays down a rule that
it WOtild seera oughî to be applied t0 ahi agents, It is as follows :

IIt is agreed that the propositions that ail accounts rendered by the
"Spanish American Department subsequent t o the Ps5t December
~shallbe accompanied by a remittance to cover any debit balance
"that may show ; and that to enable this to be done, the Spanish Ameni-
"can Department shall have a fioating credit for- buch an amount not

exceeding $ iooooo as may be found necessary. "
Col. A. G, Dickinson, tbe predecessor* of Sanchez and Merzbacher

as agent in the Spanish American counitries, was requested, at the
sugzeýtion of Mr, Banta, to testify as to bis knowleutge of matters
connected with the management of the comjrany and the Spanish
American Depaitment. fIe refused to do so, and as the iaws do flot
gîve the Superintendent of the Insurance Department power to compel,
witnesses to testify, we are unable to present his testirnony.

L. C. VAN UXEM &- CO.

Referring to L. C. Vanuxem & Co., Mr. Banta, in bis original
charge, says:

IlThe officers have given a ternitorv, covering several of the most
populous States, to the tirm to whoin thcy are mo.-t indebted for proxies,
and have made the most extravagant allowances, and have allowed
tbeir account to be overdrawn several hundred thousand dollars. They
have ioaned this finm $3o,ooo of the company's funds on personal notes
of their st.b-agents-notes which remain unpaid though overdue more
th.-n a year,"

To thîs Mr. Beers' reply is as follows
-J As to Specifications i and 2, refenning to tbe firms of More &-

Vanuxem and Vanuxem &- Co., the charge made is that a large terni-
tory was given to this firm in return for proxies, and that extravagant
allowances have been made to tbem, and thein account allowed to be
overd awvn.

"lThese were fully investigated by the Committee of Trustees, nnd
nothing new is cited by Mr. Banta in bis comnufication to you. The
fact is no special consideration or favor bas been sbown' to tbis firn
because of any obtaining of proxies, nor bave any advances been made
to îbemn except fromn a purely business standpoint, with the object of
increasing the business of the cornpany. The amounit of proxies which,
biad been obtained tbrough this firm nt the time of tbe former exam-
inat.ion was merely nomîinal,-to the best of my recollection not over a
dozen. Since that urne some additional proxies have been received
front them, but no more than fromn otber agents in p>roportio>n to thein
bu'iness. No funds of tbe Company have been spent lin obtaining said
proxies. As to the statement of tbe accounts with that firmi, tbe
anunt owing b)y tbemn is mticb less to-day, in proportion to their busi-
neFs, than il was in 1887. Trie amouint dues not now exceed wvhat we
coiîsider it good business to advance to any good dcpartment or agent
doing as large a business. Tht officers of the company have had no
motive whatever in their dealings with this hirm, or any other agents,
except to advance the jntenests of the company.

"lThe sub.agent's notes, referred to in Specification 2, wene merely
taken as additional collateral security to the indebtedîîess of Vanuxemn
& Co.'

On August 17th, 1887, the balance due the company by L. C.
Xanuxemn '- Co. was $35 1,468.92. This is known as the "4oid
,tccoutit." On this accounit, up to October 3 lst, 1891, paymient bas
been muade to the amouint Of $187,5oo, being at the rate of $5o,ooo
per annum. This leaves a balance of $ 163,569,09 due on the old ac-
count, exclusive of interest. In addition to titis balance there is another
accqpiuma, created in accordance with the followiîîg agreement :

Tits AGREEMENT made this fifteenth day of May, 1888, by and
between Louis C. Vanuxeni, William L. More and Joseph S. Neti, of
Plîîladelphia) ilennsylvania, doing businîess as agents of the New York
tife Insurance Company, under the firm namne of L. C. Vanuxeun &'

Comipany, subject to the approval of said New York Life Insurance
Company-;

14'herea:, the Rloating indebtedness of said L. C. Vanuxem &- Comn-
pany to said New York Life Insurance Company is estinmated to be
Seventy-five thousand dollars ($75,000) ;

Anud uhereas the estiniated annual cost of carrying on tbe business
(lotie by said L. C. Vauuxem & Company for said Nev York Lite
Insurance Comnpany amnounts to the sumn of two bundred and one
tlîuusand orne bundred and foi ty-nine and 27-100 dollars ($201,A49,27)

per annum, as per annexed statement A, wbîch is made a part of tiis
agreemient ;

And whereas, wbile the total annual income of said L. C. Van.
usýen1 & Company from commissions, bonuses and collection fees on
said business, under agreements now existing with said New York Life
Insurance Company, is estimated to more than equal said estimated
animal cost of carnying on said business, the inconie in certain monthis
miay be less ani in other montbs grcater than the montbly paymenîs
necessary;

AInd whereas, it is desirable that the income and dîsbursements of
said L. C. Vanuxem &- Company shahi be so adjusted as 10 obviate
any necessity for their raising or horrowing any money front outside
sources t0 carry on said business or pay off said floating indebted-
nesb ;

Now this agreement witnesseth, that for the above purposes and for
the purposes hereinafter menlioned, the enlire assets and linancial bus -

ness of the said L. C. Vanuxern 4- Company shail be placed from Ibis

amban


