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The J. G. Ward Farmers' Association

Examination Of The Hon. J. G. Ward.
(Reprinted from the Otago Daily Times.)

A sitting of the Supreme Court was held yesterday for the purpose of taking evidence in connection with
the proceedings for the liquidation of the Ward Farmers' Association.

His Honor took his seat on the bench at 11 a.m., and the proceedings having been called on,

Mr Macdonald (of Invercargill) said that he appeared with Mr Solomon for the official liquidator.

Mr F. R. Chapman: | appear with Mr Cooper (of Auckland) for Mr Ward.

Mr Gallaway: | Appear for Mr Birch, one of the parties.

Mr Chapman: Mr friend Mr Cooper and | appear for other witnesses, but | only mentioned Mr Ward now,
as | understood he was to be examined first. We had notice of that.

His Honor: Of course the examination of each witnessis a separate proceeding.

Mr Chapman: That evidently is so His Honor: This examination of course, is not a public examination.

Mr Solomon: There is one point in connection with the matter that | should Like to be clear about——

Mr Chapman: | wish to address your Honor on that subject.

Mr Solomon: | should like to put the liquidator's position before the court. In the first instance, as your
Honor putsit, prima facieit is a private examination, and it can only be a public examination by the expressed
wish of both aides, It has been suggested to usthat it is unfair to Mr Ward that the liquidator's report should go
before the public, and that he should not have an opportunity of justifying himself or of denying the statements
contained in that report.

His Honor: If the parties wish it may be public, but not otherwise.

Mr Solomon: | should like to say—

Mr Chapman: | can nave my friend some trouble, perhaps, your Honor. On behalf of Mr Ward we have to
ask that it should be tested as a public proceeding. The only hesitation we have had on the subject at all isthis:
Mr Ward has asked from the first—from the time of the publication of the report Mr Ward has applied to the
liguidator to be examined, and he has wished from the first to be examined in public—the only difficulty that
we felt about it is the circumstance that the private affairs of alarge number of people would have to be
practically put before the world out of matters which must necessarily arise in the examination. However, Mr
Ward isin this position: The report has been made public, and the report in many ways makes imputations and
charges against him. The moment he saw that report, Mr Ward formed the determination to ask for a public
examination, and he applied to the liquidator for a public examination, and be has in no way receded from that
position, We have, therefore, on Mr Ward's behalf, to ask that these proceedings should be treated as public.

Mr Solomon: On behalf of the liquidator, | consent.

His Honor: The request is perfectly reasonable.

Mr Solomon: We had no thought of opposing it.

Mr Chapman: | did not suggest that.

His Honor: Very well; the proceedings will be open to the public.

Joseph George Ward, having been sworn, was examined by Mr Solomon on behalf of the officia
liguidator, and deposed that be bad for 11 or 12 years been in businessin Invercargill asadealer in grain and
other produce. In October or November, 1892, Mr Fisher wasin his employ, and bad been in his employ for
some years, and for the greater portion of the time as manager, Mr Anderson was the chief bookkeeper, but as
manager Mr Fisher would, witness presumed, have supervision or control over the bookkeeping; but this he did
not know positively. Witness was the head of the business, and, as fat as he could, made himself acquainted
with the state of the business.

Mr Solomon: What do you mean by "as far as you could"? Did you actively supervise the busmen?—That
is not the question you asked me, Mr Solomon.

Then we will go back to the other question if it is not the question. What | did ask you was, "Did you
supervise the business' ?>—I answered, "Asfact as| could.”

What was there to prevent you thoroughly knowing the state of your own all affairs>—Not more than there
would be to prevent any other men in the same position.

Then you were in no different position from any other man?—Excepting that | was away a good deal.

But you knew how you stood, | suppose?—I did.



And you, | presume, from time to time, inspected your own books, the same as any other business man
would?—No, | did not.

You did not at all?—I was going to answer, if you will allow me. | did not. | book the statements from time
to time, which were carefully prepared and placed before me, and the bal ance sheets that were placed before
me.

By whom?—By the manager.

Then am | to understand that in your own business you implicitly relied upon these statements and took no
steps to see how you yourself stood?—I did not way that.

Answer the question then—I do not know whether you said it or not. Am | to understand that you in regard
to the conduct of your own business implicitly relied upon the statements of others, and took no steps yourself
to see if the statements were true?—So far as | could | familiarised myself with the whole business.

Isthat also asfar as you could?—Exactly.

Witness continued: No man with alarge business could familiarised himself with the details of his
business; he must be guided, asin every business, by having the details placed before him from time to time.
He did not check the statements of Mr Anderson or his manager. In November, 1892, he knew his position.
That was at the time of the formation of the Ward Farmers Association. The 31st March, 1892, was the usual
time of balancing. Did not think they balanced half-yearly. The total assets then were: Properties, £22,638 14s
5d—made up by property at Tuturau (£1653 19s). residence at Goal Stream (£1438 7s 4d), residence at Bluff
(£352 15s 10d). brick stores at Bluff (£1249 14s 1d), and offices at Bluff (£410 16s 2d). Going back to 1888,
the first properties in the statements were Love's store at Bluff £2500, eight sections of land £600, the property
at Invercargill known as "The Crescent" £4500. On that there was a £2000 mortgage; office fittings, &c., £665
13s6d. That was atotal of £7765 3,6d. That was brought forward to next year. The assets that year were £8950
2s 2d. inclusive of the sum carried forward. Next year was commenced with atotal el £8947 7s 2d. The values
were face values, less depreciation. They wen the actual value, in the opinion of those who set them down, leas
depreciation and plus the value of interest There was a preliminary agreement undertake to sell the freezing
works at a date ahead. He had not got the date of that agreement in court, but it was some time before the actual
carrying out of the preliminary agreement was given effect to. The final agreement carrying out the intention of
the first one was dated on the 18th of June, 1894. That was the memorandum of agreement implementing the
£50,000 sale. Thefirst agreement to which he referred undertook to carry out the original sale, which was for a
lesser amount—viz., £32,000.

Mr Solomon: Y ou agreed to sell to Nelson Bros. for £32,000, roughly speaking. | want to know whether
those freezing works bad not been trebled in value between November, 1892, and the time you sold them.

Mr Ward: Well, treble would make it come to £96,000.

It was three times the value it would have been if you had sold it when the Ward Farmers' Association was
floated?—No; that is not so.

In reply to further guestions, witness said he knew the newspaper produced—the Southland Farmer. It was
his own trade journal, published in the office of William Smith, of Invercargill. The written matter was
prepared in witness's office and sent to the publishing office. There had been articles published in the Evening
Pressin Wellington criticising the business of the Ward Farmers Association. He sent areply to the New
Zedland Times to what was regarded to be a most unfair political article about a private business. He afterwards
sent that reply to the journal published at the office of William Smith.

Mr Solomon asked witness what withess meant by saying in that reply that the Ocean Beach works were
being trebled in capacity.

Mr Ward: Yes. Very well. Y ou want to know what inference is to be drawn from you question and my
answer about trebling the capacity. | will tell you. | purchased the freezing works and | trebled the capacity of
the existing freezing works from what the Ocean Beach Works were at that time. But it does not follow that the
works were trebled in their value when they were trebled in size.

Mr Solomon: | want to know what was the value at the time you agreed to sell them for £32,0007—I will
give you the value in March—£14,400 odd.

| want to know the value of the freezing works in 1892?—In March, 1892, the value was £14,000, and
there was a continuous expenditure in extending the works from that time on.

What were your other assets?—Book debts, £27,526 15s.

Isthat their face value, or the value after providing for bad debts>—That is the value at this date after bed
debts have been provided for.

Anything else?—Bills receivable for collection, £11,578 14s 11d; consignments of produce. £270 14s 2d;
companies shares £2263 4s 10d; sundry stocks, as per inventory attached £23,227 5s 10d; produce stocks, as
per inventory, £1956 11s 3d. That is the whole of the assets, amounting to £103,671 14s 6d.

Mr Solomon said he now wished to call Mr Weymouth to product the bank's books, but he understood that



that officer had something to say to the court.

Mr Weymouth asked whether the bank were bound produce these books.

His Honor inquired as to what books were referred to

Mr Salomon said he wanted the bank ledger with Mr Ward's account for November, 1892

Mr Weymouth said the bank objected simply for the protection of their customers.

His Honor decided that Mr Weymouth ought to produce the books. There was an order to produce, and
until that was set aside it stood good.

Mr Salomon (to witness): What was the state of your ordinary account in March, 1892?

Mr Ward: | will tell you the state of all accounts. The total position of all accounts on March 31, 1892. was
an overdraft of £54 323 2s 4d. It consisted of an overdraft of Invercargill of £45,911 5s 11d; at Gore, £317 17s
91, special account in connection with a shipment of sugar, £7396 13s 3d; outstanding cheques, £755 5s 5d
(Invercargill, £597 13s 1d; Gore, £157 125s).

In it not afact that your overdraft with the Colonial Bank on November 29, 1892, was £85 073 16s?—I
cannot say that it isafact; but if you have gone into the bank's books and say it isso | will not deny it; but in
the interval between March 31, 1892, and December an enormous expenditure had gone on in connection with
the freezing works alone, | presume you don't want to put me in an unfair position. If you are trying to show the
difference between the overdraft in March, 1892, and November, it is surely right that | should tell you that
there had been an enormous expenditure in the freezing works, for which | got £50,000 afterwards.

If the bank books show that your overdraft in November, 1892, was £85,073 16s, will you say that is not
correct?—Certainly not.

If in addition to that the discounts on 29th November amount to £11,318 8s 9d, will you dispute that?—If
the bank books show that, and we have been advised of that, certainly not.

And the British bills at that date, against the stock which you have taken credit for—if the bank books show
£9174, will you dispute that?—Not if they were correct—certainly not; but you are asking me about what had
been done by other peoplein their books.

Will you admit it?>—No.

Will you dispute that on November 29, 1892, your total liability, direct and contingent, was £127,0007—If
that isthe liability in the books book's | will not dispute it, but | think you should set out in detail the whole of
the assets.

| want to know what assets there are?—Take the Hokonui Railway Company for instance. The Hokonui
Railway Company was valued for the purpose of placing the business before the court at Isin the pound. The
liquidator has already, | think, got 10sin the pound for it. If that is not so the liquidator will perhaps say so.

It isnot so. Isit not afact, then, that irrespective of any contingent liability at all upon guarantees your
direct liability to the Colonial Bank in respect of your business on November 29, 1892, was
£107,9007—Witness replied: Supposing it was, the fact remained that on March 31, 1892, the assets amounted
to £103,871, and from that date to November there was an enormous expenditure on the freezing works and
other properties.

Mr Salomon: Y ou show an asitem of assets £11,000 of bills receivable?—Witness: Yes.

And you owe the bank £9000 out of those hills. If you take credit for it as an asset you must surely debit
yourself with the liability to the bank?—It is done. The fact remains, Mr Solomon, that my assetsin March
were £103,671, and they would have increased up to November by whatever amount of additional expenditure
had been made on the fretting works, or by the acquirement of stocks, or by anything else that was done for the
general business.

| want to find out from the books what the state of your assets and liabilities was on the 29th November,
1892. The nearest we can get is that you do not dispute that you owed the bank £99,000.—I do not disputeit,
because | do not know it.

Did you ever get a copy of this statement of your accounts (produced) taken from the bank's books?—No.

Will you look at the assets, and say if, they are correct?—I cannot tell by reference to that statement
whether they are corrector not.

Among these properties of which you have been speaking there was one that was mortgaged to Kenyon and
someone else as trustees for £20007—Y es.

Am | right in saying that the whole of the rest of the properties that you had on the 29th November, 1892,
were subject to an unregistered mortgage to the Colonial Bank?—Not the whole of them.

Nearly the whole of them, with a small exception?—I said not the whole of them, but the greater portion of
them were.

| want to draw your attention to aletter of yoursin the Southland Farmer of September, 1893, in which you
state your intention to publish the "venomous article” of the Evening Press in the paper which issued from ye or
own office, and which circulated among the farmers of the district. Y ou intended the farmers to see that letter,



and it is published in September, 1895, while, as you admit, nearly the whole of year property, warehouses, and
private properties were subject to a second mortgage to the Colonial Bank?—To0 an unregistered mortgage.

What do you mean by this statement in the letter: "I may add, further, that the whole of my warehouses and
private properties, with one email exception, are un mortgaged and unencumbered" ?—It was so.

Further questioned, witness paid it would be afair thing to get the leading articles of the Press and read it.
(The article was produced, and handed to witness.) The witness proceeded to say that Mr Solomon might have
slated that the article did not refer to the business of J. G. Ward at al, but to the business of the Ward Farmers
Association. At that time withers was out of business, and as a matter of fact there was the difference of a year
between the two occasions involved in counsel's questions There was a statement in the letter, too, to this effort:
"The bank hold securities as against the advance which the association had from it of no less than £62,000
independently of £20,000 of uncalled capital of the Farmers Association at that date." He would like to know,
from the books, what the state of his account was in September. When he wrote the |etter he would have afair
knowledge of the state of his account. He was in Wellington at the time, sad he did not send to Invercargill to
get figures. He replied to the article to the best of his ability.

Mr Solomon: Have you not stated that the greater portion of your assets was mortgaged to the Colonial
Bank?—Y es. They were held as collateral security.

Is that statement not untrue to year own knowledge?—There is a difference of 12 months.

The mortgage still existed?—I say thereis adifference of 12 months. This statement has no reference to the
private account of J. G. Ward, but to the accounts of the Ward Association, and you know that. Y ou are putting
a position about my private accounts, and | say that the whole of my securities were at the back of the
association, and it says so virtually in thisletter.

His Honor: Mr Ward says he would like to have that letter read in full and not isolated phrases, and it might
be that that would be advisable.

Mr Solomon: | wish to hereit read, but | shall refer to almost every line of it later on.

Witness: | think the letter and also the article should be read.

His Honor: Very well.

Mr Solomon: Mr Ward sent down from Wellington to Mr Fisher aletter and a copy of the article, and the
whole of it appearsin Mr Ward's paper.

Witness: | think that as afair thing, Mr Solomon, you should give the accounts in September sad the figures
at the time you say my securities were encumbered, and you will see thereis a great reduction.

Mr Solomon: That has nothing to do with my question, which refersto this point: According to my
instructions you made a statement which was untrue, and untrue to your own knowledge, and you made it with
the direct intention of distributing it amongst the shareholders.

His Honor: That shows that the original article and the letter should be read, and then Mr Ward can explain.

The article and the letter in reply were then read by the registrar, the reading occupying 35 minutes. They
were as follows.—

The J. G. Ward Company.

A SEVERE ATTACK ON THE COMPANY'S FINANCIAL POSITION.
MR WARD'S INCISIVE AND VIGOROUS REPLY.

The Biter But.

A Rapid Road to Fortune.

(Evening Press, August 26th, 1893.)

We have before us the seven-months' report, balance sheet, and report of general meeting of shareholders
of the J. G Ward Farmers' Association of New Zealand. It is very interesting reading, romantic in some parts,
pathetic In others, and instructive everywhere. It indicates that the genius of the heaven-born financier, who
prepared the Budget of the colony for the present session, in no way exhausted itself in the preparation of that
extensive, if somewhat fallacious, statement of the affairs of the colony. That he had gifts of no ordinary kind is
amply proved by the Fact that he has succeeded in already producing another phenomenon In no way inferior Is
proof of hisfitnessto be where he isin the Seddon Administration. Thereis asort of Y ankee look about the
whole of the J. G. Ward Association reports, which permeates the type used in the printing, the high-falutin’
style of the report, and the utter disregard for the conditions usually followed in the disclosure of the real state
of affairsin joint Stock Companies which ate suggestive of Mark Twain's editorship of an agricultural journal.



To begin with, the first line in the balance sheet starts well, with—capital, 20,000 shares at £5
each—£100,000. This has anice, round, full-bodied tone about it, smacking of wealth; but afew lines of
deductions bring the capital down to the miserable thimbleful of £5276 10s—a shadow of a shade,—and
brought about in thisway: Only 5090 shares are taken up, which have paid £1 each; calls have been paid in
advance £220; and there are unpaid calls of £33 10s—which represents the £5276 the company has for its
working capital. There isthen Mr Ward's own interest, which is represented by £15,000 for the purchase of his
business by the association; and the peculiar manner in which this amount it set down in the balance sheet is
puzzling, till one asks himself how It would appear on the asset side, As amatter of fact, It does not appear at
al, and, if it bad, it must have been set down as "goodwill," Before coming to the next Item among the
liabilities, it will clear matters if we here make an extract from Mr J. G. Ward's speech on moving the adoption
of the report and balance sheet. He said: "Our custom is always to buy for cash; we never buy on bills. Every
article we purchase we got at bedrock price." Thisis asound and healthy style of doing things, which awell
to-do merchant is always proud of; and, as Mr J. G. Ward is Treasurer of the colony, and chairman of directors
of the J. G. Ward Association, we are exercised in our minds how the following two items managed to creep
into the statement of affairs. "Amount to credit of shareholders, £4251 12s 7d, and sundry creditors £1562 18s
3d." Evidently, the first item must have been for produce purchased and not paid for, at bed-rock prices, and the
other probably for merchandise for the business. The overdraft to the Colonial Bank is £26,278 6s7d, and it
would have only been necessary to have paid off the two first-mentioned items—atotal of £5514 10s
10d—through the bank, and added it on to that institution's balance, to have made the chairman's figures fit his
speech. Somehow, we feel a surmise that either the bank had warned the association that it had better "provide"
for any further cheques which might be drawn, or that it was the association which was running the Colonial
Bank, and not the bank the association. It isonly surmise, but it looks asif one or the o her prevailed.

Then we come to the assets; and on this point Mr Ward, in his speech is very emphatic. He says. "l may
also state that nothing whatever of a speculative nature is entered upon by the association.” Again we have a
sound, healthy policy enunciated; and again we find a contradictory item,” book debts. £5348 6s 2d." Thisisa
[unclear: trefle] more than the whole of the paid-up capital of the association—Ieaving out of the question Mr
Ward's paid-up shares,—and we would ask any business man whether he would consider he was engaged in a
venture of a"speculative nature” if he had al he posessed out in book debts? We don't wait for an answer,
knowing what it would be, but go on to the next item of" stock on hand, £17,088 5s 7d, and advances against
produce, afloat and ashore, £49,502 17s 2d." Now, if investing in stock and produce is not speculation, we must
look for some meaning of the word not given in any dictionary in our possession. It is the very essence of
speculation, in the accepted meaning of the term—the meaning understood by commercial people who are one
and all speculators. The kernel of the balance sheet is this; The association has liabilities. £87,220 2s 7d. of
which £27610s is share-holders money, and all the rest is pure unadulterated debt. In other words, for each £1
of capital in the concern thereis £15 10s of somebody else's. Yet Mr J. G. Ward says "our financial
arrangements are such that we are In a perfectly independent position." So were the Australian banks; they, like
the J G. Ward Association, "could not be cornered,” as he jauntily put it to his admiring colleaguesin this
flourishing concern; but the banks were cornered with much better-looking statements than the Southland
prodigy can show. One other point in connection with this first cousin to the Budget, and we will pass on to
another phase of the question. The bank overdraft is stated at £26,278, and the interest paid for the
seven-months period at £134 5s 2d. It it not the custom of banks, in our dealings with them, to grant overdrafts
at from 1 to 1% per cent. interest, that is what this statement implies. Taken at 7 per cent. for seven months, on
the amount stated, the interest would be £1703, Evidently there is something here not disclosed. It may be that
interest was charged to clients having advances, but if such was the case it should be shown. On the face of the
published accounts of the association there is so much left to imagination and guesswork that Edgar Allan Poe's
tales of "Imagination and Mystery" are mere children's stories in Comparison. The statement is compiled for a
period of seven months; it may be that thisimmature period is selected because of its birth having been
somewhat hurried; but at the same time it is curious that the end of the seven months—June 30—is also
coterminous with the end of the produce season. Grain, wool, butter, meat, &c., are all shipped and done with
for the season by that time, and three to four months of slack times for farmers, merchants, and shippers then
setin.

But look at the profitsl—£4414 19s |d—the dividends. 10 per cent. on paid-up capital! the refund of
commission. 20 per cent. off the charges on wool! the bonus to shareholders who bought goods, 2 per cent. on
their purchases! another bonus to the lucky clerks and store men in the employ of "vigorous and progressive a
company!!" and £1000 the reserve fund!! and, finally, the balance to next year's profit and loan!!! These are
facts no critic can cavil at. Nor shall we; we merely desire to observe, en passant, that, as arule, one man's gain
isanother'sloss, and that if large profits are made and extensive bonuses dispensed, and large sums carried
forward, someone must find the money to do it with. Mr J. G. Ward, in his great speech, showed how it was



done, and he has taught our business community something which early training, constant study, and lifelong
experience in business has failed to instil into their minds—but he is a genius, and they only ordinarily
rule-of-thumb people, Perhaps he will at his leisure, undertake the preparation of a primer for the use of schools
on "How to Prepare Balance Sheets, with a Few Observations on Glowing Reports. Illustrated with Examples
from Personal Experience." We feel convinced that his enterprising colleague, the Minister for Education,
would undertake that It should he made a compulsory text book in the schools of the colony. In his addressto
the grown-up people of Southland he gives afew promiscuous examples of the blessed advantages gained by
dealing at his shop There are seven happy customers selected to clinch his argument with. We take the first it to
illustrate his methods of reasoning "A farmer from Drummond has two shares, upon which £2 has been paid,
and gets back £1 12s 6d as dividend and bonus." Thisis abit startling, and the other six lucky dogsin the
association all seem to have fared equally well, A little investigation, however, showsthat it is not such arosy
affair after all, Firstly, he gets his 10 per cent, on his shares—viz., 4s on the £2 he paid in, which leaves £1 8s
4d as bonus. The bonus on goods purchased was 2% per cent., so that he must, in tie seven months, have bought
goods to the extent of £56 13s 4d, and his bonus simply amounted to a discount of 2% per cent. Where did this
come from? And whence did the Other be nudes and profits arise? From only one possible source—from the
high percentage of profits charged. The whole of the reasoning irresistibly reminds us of a circumstance which
happed in a saloon bar in 'Frisco. A dead-beat went in and asked the bar-tender "how much them cakes were?"
"Five cents," said the barman, "Then I'll take one," said the fellow; "and how much is a glass of whisky?" "Five
cents, aid the barman again. "Then I'll change my mind, and take the whisky," said he of the seedy clothes. He
drank it and was making for the door, when the barman called out, "Hi, you haven't paid for that whisky,"
"Didn't | give you the cake for it?' asked the other. "But you didn't pay for the cake." "Well, you've got the
cake, haven't you?' said the dead-beat; and before the barman could pull himself together sufficiently to see
where his shortage of five cents came in, the man was out of sight round the corner.

Mr J. G. Ward's philanthropy in handing over a business which he shows had paid a net profit of £4414 19s
Id in seven months to a company for £15,000 in paid up shares cannot be too highly estimated, and decidedly
entitles him to a marble statue on avery high pedestal in the best situation in Invercargill He, in pathetic terms,
deplored that bin fellow-shareholdersin earlier say, before his dexterous mind and diplomatic knowledge came
to their aid, had been connected with other co-operative companies of one sort or another in Southland. "They
did little or no good. It could not be expected they would; they were crippled for want of capital, and
handicapped greatly by the strong competition of my firm's business' Further on, he tells them how he has
taken over no less than three of these concerns, which could do no good and were "crippled.” It is very, very
funny! Hein another place and on a subject quite apart from the Farmers Association, say, "l studiously avoid
attacking an opponent”; the opponent in this case being; an opposition meat-freezing concern running against
his own private one, and in which some of the shareholders present held stock. And he goes on to preach up his
own as the real Simon Pure, which gave them "the highest cash price for fat sheep"—implying that the other
shop did the other thing.

We have extended this article to too great alength, and will conclude with a delicious bit of pathos—or
bathos; our readers may please themselves which term they apply to it:—"This businessis not a thing of to-day
| am sanguine enough to believe that when | am dead—(sobs from the audience—and gone—(handkerchiefs
and sniffs)—this association will be still in existence; and | firmly believe it will do good service to the farmers
of Southland.—(Applause.)"

Mr Ward's Reply.

(To the Editor of the New Zealand Times.)

SIR.—I should feel obliged if you would favour me with space to reply to an article which appeared in the
Evening Press of thin city on Saturday last, having reference to myself and the Farmers Association, of which |
am chairman, | have no intention of communicating with the paper in question. It is generally understood that
many of its articles are communicated by what are known as "outsiders." the coward is generally conspicuous
for his bravery when his adversary is absent. He prefers not to meet him In the open; and | think it will
generally be conceded that any man who has the use of the leading columns of a paper at his command, and
who avails himself of it for the purpose of writing vindictively and with a clear den ire to damage, or even ruin
(if it were possible) a man against whom he is politically opposed, and so covets up his identity, should be
classed amongst the meanest and most contemptible of cowards conceivable. Of course, the paper itself
becomes responsible for the opinions expressed in its leading article. Thisis fortunate, because it at any rate
gives a person who feels seriously aggrieved the opportunity of redressing, in a proper way, anything that is
maliciously written. It is, however, a matter or great surprise that soma of the men who are connected with the
Evening Press should allow it to be used, so far as business matters are concerned, in away that nine business
men out of 10 would pronounce to be un-English. Let it write against a man's public acts as strongly asiit likes,



but it should not try to ruin his business. Others could, if necessary retaliate in the same way, though | admit it
would become intolerable were such a course followed. In dealing with the article in question | find it necessary
to treat of my individual financial affairsfirst, and with the financial affairs of the association next. It is
perhaps, a matter of little or no concern to anyone, except my own immediate friends, as to what my financial
position is; and, excepting those immediately interested, it is also of little concern to anyone as to what the
financial position and strength of the Farmers Association is However, as avery unusual journalistic
course—that of attempting to damage myself and the association—has been followed, | must be pardoned for
referring both to my own private affairs and to those of the association. Matters of business pertaining to myself
| have never paraded before anyone. | do so now simply because | feel that a cowardly and contemptible attack
has been made upon me, | have worked hard and honestly for many yearsin business, and | have the
satisfaction of having built up one of the best and most profitable businesses in the district of Southland. There

| am well known to every man in the district, | enjoy the respect of my opponents; and the innuendoes and
imputations contained in the article referred to would, in the district in which | have served the greater portion
of alifetime, be treated with scorn. The object of the writer is possibly political; it is, however, a new method of
attacking a political opponent to try and do It through his business or calling. It iswell known that the Farmers
Association is closely identified with myself. The innuendoes concerning both it and myself are as untrue and
unfounded as anything well can be. It is distasteful to have to refer to my private affairs, hut the circumstances
call for it. Last year | was one of 75 people in this colony who paid income tax upon an Income of over £3000 a
year; and, as | am perhaps dealing with afastidious critic, | should say hero that | was not then in receipt of any
Ministeria salary, nor of any Government moneys, and none were included in my Income tax return. In
addition to income tax | also paid a considerable sum for land tax, | may add further that the whole of my
warehouses and private properties, with one small exception, are unmortgaged, unencumbered. | abill not state
their value here further than to lay that it is very considerably In excess of any sum that the Farmers
Association bad from its bankers for the accommodation of its business at the date of Its balance. | have never
made the slightest pretension to being arich or awealthy man, nor have | now any intention of posing an such;
but | am thankful to say that 1 am not a poor man. Apart from myself, my immediate relatives in the south
cannot in any sense be classed as poor. They have afair share of worldly goods, their properties are
unmortgaged and unencumbered, and they have considerable sumsinvested. If | wanted their assistance | am
proud to know that they have sufficient trust in me to give it.

So much for myself. And now for the Farmers Association, For malignant and untrue misrepresentation,
the statements made in the article could scarcely be excelled. The association in question baa no interest where
the Evening Press circulates It has do shareholders hero; it ban not a creditor to the extent of a£5 note in this
district. The association, since its formation, has never paid anyone to canvass for shares; it has not advertised
the sale of shares; it has not employed a broker for the sale of Its shares, nor has It asked for £5 worth of credit
from any business firm or individual in the colony. It is, therefore, evident that the article in question could in
no sense be construed into having been written for the public good. Animus, spite, and other motives are, isthe
opinion of everyone who has so far conversed with me upon the matter, the [unclear: f u] dation of it. And here
| would thank those who have been kind enough to call and personally express to me their sympathy, and
detestation of what some of them have termed arascally attack, Let me deal with the overdraft at the date of
balance first. It was upon that date £26,278. The writer makes the statement, by way of surmise, that either the
bank bad warned the association that it bad better 'provide’ for any further cheques which might be drawn, or
that it was the association which was running the Colonia Bank, and not the bank the association.” | merely
wish to say that upon the date In question, the bank held securities as against the advance which the association
had from it of no less than £62,(100, independently of £20,000 of uncalled capital of the Farmers Association
at that date. The imputation contained in this statement could only have been made for the purpose of damaging
the credit of the association. Now, let me deal with another Item:—'Stock on hand, £17,038, and advances
against produce, afloat and ashore, £49,502." The writer says. "If investing in stock and produce is not
speculation, we must look for some new meaning for the word not given in any dictionary in our possession. It
isthe very essence of speculation, in the accepted meaning of the term—the meaning understood by
commercing people, who art; one and all speculators,” Now, what can be thought of the malice of the writer,
who could easily have ascertained the particulars from me here, when | tell you that not one shilling of the £40
502 referred to there belonged to the association, or concerning which it bad any financia liability. Nearly the
whole amount was advances against produce sold through the association as agent, and against which British
bills (covered by credits) were drawn at date of shipment. Anyone who knows anything of commercial business
will tell you that a British bill drawn against a credit is as good at cash; but the point is this. what this writer
attempts to twist into a speculation to the extent of £49,000 on the association account, not one penny of it is
speculative, nor bad the Farmers Association any direct risk connected therewith. Ordinary general stocks of
merchandise which are going out daily to farmers, and which mood at that date at £17,088, cannot, in any



sense, be termed a speculation. Again, the association's liabilities are "£87,220 2s 7d, of which 10sis
shareholders money, and alt the rest in pure unadulterated debt.” So says this vindictive writer. Now, when |
say that in thisitem ho has included British bills against |etters of credit, not one sixpence of which is a debt,
nor indeed even aliability, the improper strictures of the article will at once become apparent. Brought down In
the sum again are the stocks of merchandise as well as the advances to farmers against produce afloat and in
store, aswell as the ordinary advances to farmers that were secured to the association. To make the position
clear upon the date that this vindictive writer refersto, in which he states the liabilities of the association to be
£87,220, the actual sum upon which interest was directly payable by the association was under £16,000. Every
other amount which the writer has include in the £87,220 was represented by either British bills and letters of
credit or secured advances to farmers, upon the whole of which they were paying interest to the association.
Thiswriter, whose motives, | repeat, throughout the article are everywhere stamped by the word "malice,”
again endeavours to paint the position of this association, so far usits share capital is concerned, in the blackest
possible way.

As| said before, | had built up alarge, successful, and profitable business. | decided to convert my business
into a Farmers' Ass elation. A prospectus was issued to our clients, in which it was stated that £1 would be
called up within the first 12 months, and thereatter calls of £1. The announcement was made in my own trade
journal No advertising of any description for shares was done, and no brokers were employed. The times of
balance were made half-yearly. It wasin no sense like the establishment of a new business; it was taking over a
profitable, healthy, and live business, which, every single year, from the time | started it, paid considerable
profits. The earning power of the business Immediately went to the Farmers' Association. Many of those
acquainted with the business in the district became shareholders; and upon the date when the first balance was
issued, 5090 shares had been allotted, This writer throughout carefully covers up the fact that at that date there
was £20,000 uncalled capital. That, however, isin keeping with his whole object of attempting to damage the
financial status of the association. There was authority in the prospectus for the is ue of 10,000 shares. At the
first half-yearly meeting authority was obtained for the issue of afurther 3000 shares, making 13,000 shares
altogether for allotment, Including 1500 applied for at the half-yearly meeting; there have since been allotted
2018 shares, making 8708 contributing shares issued date, and quite independent of my own 3000 paid-up
shares. In accordance with the terms of the prospectus, only £1 per sharein the first 12 months could be called
up. At the rate the shares have been taken up, before the end of the present year | think there islittle doubt that
the whole of the 10,000 contributing shares will be subscribed; and after the first 12 months a second £1 per
share will he paid, giving us £20,000 paid-up, and with uncalled £30,000. Those who are connected with this
company believe thisin enough to work its business; and, if it is not, | have every confidence they can get
more.

| pass op to the criticisms of the interest paid on the bank overdraft, which is correctly and truly stated in
the balance sheet at £134 5s 2d. He says; "It is not the custom of banks in our dealings with them to grant
overdrafts at from 1 to 1% per cent. interest, but it is what this statement implies. Taken at 7 per cent, for seven
months, on the amount stated, the interest would be £1073." The writer at once assumes that this
accommodation had been obtained from the bank for the whole seven mouths. | require to state only one fact to
show the utter un reliance that is to be attached to his strictures. Three days preceding the balance, two large
sums were paid out for the purchase of stocks and advances taken over from another business. As a matter of
fact, the average amount of accommodation would not have stood during the period of seven months at over
£7000 None of the advances against farmers produce in store would have been made, at the earliest, before
March—the greater portion of them in April. However, | have said enough on this point. There are hundreds of
others besides myself shareholdersin this association. It is not in my opinion, right that alarge number of
honourable, well-to-do and energetic men who are shareholders in the association which happens to bear my
name should be made the subject of a malicious attack through me simply to enable the writer to hurt me
politically; and with the belief that | correctly interpret the intention of the writer to attempt to destroy the credit
of the association, and in away that | have never seen donein this colony before, | have sent thin article to the
directors of the association, Invercargill, to consider it and take the opinion of their solicitors; and | have also
myself referred it to two other leading solicitors. Upon their opinions | will be guided. It appearsto meto be a
malicious and libellous criticism, | have the share-list of the Evening Press Company before me and fromiit |
Kind there are several prominent Opposition members among its shareholders, 1 should be sorry to think that
this paper represents in this matter the wishes of the leading members of the Opposition. | should hope that the
majority of them are above such a practice asis hereinitiated. If, however, the financial positions of members
of the House are to be used by the press to attempt to blacken them, as far as| am concerned | am quite open to
deal with the financial position of others. If it isto be general, and | am ready to court the fullest inquiry into
my own affairs | never during the whole course of my own business gave a bill or a promissory note to any man
or any firm. | never had an accommodation bill in my life. The Farmers' Association with which | am connected



has laid down the same lines, and will follow them. If it cannot from time to time carry Its business on upon the
basis of cash for al its requirement it will undoubtedly limit its operations accordingly. Every business man
knows that all large commercial businesses use at times the capital of othersin the carrying on of their affairs.
If I had not been able to have properly used other people's money when | required it, one thing is very patent,
that | would not have been a second time entrusted with the use of it.

| have never bad, in connection with my owe operations (which at times have been large), the use of capital
which has not been fully secured to those from whom | got it. | have made money in business; and, apparently,
atrait in my character, which meets with the disapproval of such cowardly writers as the author of the articlein
guestion, isthat | have not been niggardly, and that | have had the course to put it out in order to try and make
more, | at any rate, have the satisfaction of knowing that | have done a considerable amount of good to numbers
of peoplein the district to which | belong. It has been my privilege to bring into life and to put on a stable
footing no less than six independent businesses and industries, which are to-day giving direct employment to
between 300 and 400 people, upon each of whom there in dependent at least two others, or from 900 to 1200
mouths | say nothing of the people who are indirectly receiving benefits resulting from these undertakings. | am
further proud to know that every one of them ban succeeded, and that they are proving lucrative Investments to
those concerned in them. In Southland, where | it well-known in business, the insinuation made by the writer in
the Press, that anyone who has done business with me has ever had to wait an hour for his money would be
treated with derision. The secret of my personal successto alarge extent has been that | have never entered into
an undertaking until | first knew how | was going to pay for it. There is nothing whatever to prevent me from
searching into the financial position of some of the shareholders of the Evening Press Company, and | wonder
how some of them would like it if they were made the subjects of such grow misrepresentation as | have been! |
have no desire to do anything that would be hurtful or injurious to the business of any person or firm here, but if
people who have no interest whatever, either directly or indirectly, in my affairsimagine that | am going to be
attacked with impunity they will quickly find they have mistaken then man. It is my intention to publish the
venomous article of the Evening Press, together with this reply in the Southland Fanner, the trade journal which
issues from my own office, and circulates amongst the whole of the share holders of the Farmers Association
throughout the Southland district. Thiswill enable those who are closely interested in the affairs of the
association to form atrue estimate of the character of the criticism.—For the present | remain,

&c.
Weéllington,
August 28.

J. G. Ward,

Mr Solomon: The articles have now been read. We find in August and September, 1893 you wore indebted
to the Colonial Bank for overdraft £53,000. | want you to tell me. Isthat statement of yoursin the article true of
untrue?—How do you make it £53,000?

On overdraft?—Yes.

Mr Solomon: We have taken them from the bank. The account will show you them. Thereisyour own
account; you can look.

Witness: | don't propose to look hack. | want you to tell me.

Mr Solomon: It is not put of my businessto tell you that.

Witness: Then you are asking me questions | cannot answer.

Mr Solomon: Isit true or untrue that in September, 1893, the whole of your warehouses and private houses,
with one small exception, were absolutely without mortgage and encumbrance?—I have replied before that the
majority were on unregistered mortgage in the bank as collateral security.

Mr Solomon: | most ask your Honor to direct an answer.

His Honor: Y ou have answered it as far as you can.

Mr Solomon: Will you answer? Is that statement true or not?—I| have answered the question.

Mr Chapman: 1 understood his Honor ruled that Mr Ward had answered it.

Mr Solomon: 1 will make my object clear. We intend to prove later on in this business that Mr Ward has
made misrepresentations. We intend to prove that misstatements have been made, and that the balance sheets
signed were untrue. It is my object to show that that was intentional, and | use thisillustration to show that
misstatements have been made. If | can prove misstatements—I don't say that | can, but | mean to try—it ismy
businessto do so.

His Honor: Y ou have brought out the fact that there was a memorandum of mortgage unregistered in



possession of the Colonial Bank over the greater part of thin property Y ou have also the fact that in that |etter
Mr Ward states that his properties were not mortgaged or encumbered at the date of that L etter Y ou cannot
carry it further, can you?

Mr Solomon: | think | can, but | will put it in another way.

To witness: Will you Explain to meif it was the fact that the properties were so mortgaged when you
circulated the abatement that they were not?

Witness: Y ou are not stating the fact. Y ou are dealing wish two different positions Y ou are making a
statement about the amount of indebtedness at one date and the valuation of encumbered properties at another
date. Y ou have given two sets of figures. Y ou have stated that the overdraft was a certain amount in September,
be you have not stated what it was at the other time, or the conditions under which the agreement to mortgage
was given.

Mr Solomon: Do you accept it as afact that at the date the bulk of your property was subject to mortgage to
the bank?—At what date?

When you wrote this letter?—I have already answered that question.

Mr Solomon: Will you answer it again, then? Do you accept it as afact or not?—I do not accept it as a fact
the dates are different. Y ou are putting two different positions. | cannot say whether it was a fact that the
properties continued mortgaged at the latter date.

His Honor: Mr Ward's answer, | under stand, was that he did not know whether the mortgage had or had
not been released at the data of the letter.

Mr Ward: It had never been registered at that date.

Mr Solomon: Never mind. Do you mean to tell me you did not know whether the mortgage was in
existence or not?—I have answered the question.

Mr Solomon: Will you answer it again?—How many times?

Mr Solomon: Well, answer me whether you do know.

His Honor: | did not catch whether you said you knew or did not know, or were uncertain.

Witness | answered, your Honor, that | have said | did not know whether the mortgages were rel eased at the
date Mr Solomon refersto. The circumstances were different at the different dates. If for the par pose of
securing an account an undertaking to register, or even an unregistered mortgage, was left with the banker, and
in the interval the accommodation over which it was given was greatly released, the bank, | think, would have
no right to exercise rights over the mortgage, and the position was altered the indebtedness to the bank was
£80,000, and it came down to £53,000, and, as a matter of fact, thin had taken place: that the Ward Farmers
Association account had obtained at the back of it one of the largest English firms, which very largely took his
position. That relieved him, he considered, of responsibility to an enormous extent.

Mr Solomon: Then the only explanation you can give meis that your account with the Colonia Bank had
altered?—I have said that | regarded the petition as being undoubted, and the bank, in my opinion, had no right
to exercise any rights from the unregistered mortgage given at the time the accommodation was granted.

Weéll, then, Mr Ward, have it that you owed the bank £80,000 or £90,000, roughly speaking. What were
your terms with your banker at that moment? Was he willing to give you further accommodation?—Just about
that time, at anyrate—I can only speak from memory—the bank agreed to give me further accommodation. Ai
the ordinary facilities that | required were being furnished by the bank.

Were they not pressing you to reduce your account?—I have no recollection of it. If it was no it would be in
correspondence to myself.

We now come to the formation of the company. Who suggested the formation of the company?—It was
suggested by myself in the first instance.

To whom?—To the officers of the association—to my principal people.

And then afterwards you referred it to the officers of the bank, did you not?—I formulated a scheme and
submitted it to the bank, because they were the financial institution conducting my finances, and they were the
right people to know | formed the association chiefly because | had embarked on the freezing works, in addition
to which | saw the nucleus of afarmers business arising in Southland.

Did not the bunk urge on you the desirability of the formation of the company?—They fell in withit. It
would be to the interest of the back and to the interest of myself to make it a shareholders' business.

The bank would have the security of the shareholders?—It would broaden the basis of the whole thing.

Wasit or wasit not understood between you and the bank at the time the company was formed that you
should go on speculating, and that the association should find the money for you to do so?—If that was so, it
was in writing. | cannot tell. The grain operations were to be carried on by the Farmers' Association in my
name.

For whose benefit?>—Well, the liquidator has said in his report that the losses were borne by the association
| dispute that, and can prove that it is not so. The position was this: that to prevent the Farmers' Association



from specul ating the grain operations were to bo carried on in my name on the understanding that any losses
were to be borne by me, and if any profits were to be made the Farmer' Association was to have them.

Now, then, the business was formed, by the prospectus, to acquire your business>—That isto.

Did you not yourself, from the very initiation of this company, obtain large advances from it for the
purpose of speculating?—There was an arrangement with the association that it was to conduct the whole of the
sheep business for the Ocean Beach Freezing Works, and the association did conduct the whole of the sheep
business for the Ocean Beach Works, The liquidator in his report—very unfairly in my opinion—putsit that
there were £200,000 worth of purchases of sheep, and he cannot see that any payment was obtained by the
association for it. That information ought to be, and is, in the hands of the liquidators of the Ward Farmers
Association. The report omits to state that day by day payments amounting to £200,000 were made, and that
ought to be stated. That was one of the arrangements made with the Ward Farmers Association in the first
instance, and in addition to that there was an arrangement to carry on all of the operations for the Ocean Beach
Works.

That is not what | am referring to, Mr Ward. Did you not, from the very initiation of the company, get large
accommodation from it, not only for freezing but for other purposes?—There was nothing in connection with
the business of the Ward Farmers' Association but a wool account, and perhaps some of the side products of the
Ocean Beach Works, for which any accommodation was advanced to me personally at all

What was the wool account?—Witness replied that from the sheep that were handled at the Ocean Reach
Works there was necessarily avery large quantity of wool to bo shipped Home, and to enable him to purchase
wool on his own account to ship with the freezing works account to London an advance was arranged to the
extent of £3000 The first cheque drawn by the Farmers' Association was a cirque for the purchase of his stock;
the second cheque was a cheque for £3000 to him for the purchase of wool.

Were the directors consulted before that cheque was drawn?—The whole of the directors knew. The
directors absolutely trusted me in the matter.

Did you not know that the memorandum and articles of association of the company provided that advances
were only to be made with the consent of the directors?>—Witness, after reading the articles to which counsel
referred him, said distinctly that it was not so. The advance was not unsecured, because the whole of his
securities were in the bank—he was personally a guarantor to the bank,—and in addition to that there was
security behind him

Can you show me any authority for such an advance without the sanction of the directors>—The thing is
done every day by every public company in the world, and | say that if a meeting of the directors had to be
called to authorise every advance that was to be made companies could not carry on business at all.

Did the directors know of this advance?—The directors were perfectly cognisant that it was not intended
that the Farmers Association should speculate, and that as far as possible | should put business into the
association; and | did so to the best of my ability.

Were the directors cognisant that you as managing director, on the day of the inception of the company, got
an advance of £30007—1 do not know if the; were aware.

| ask you it you can point to me, from that time on, any notification of any sort in any of the minutes of the
association of the fact that you obtained accommodation from the association?—The directors knew perfectly
well that 1 wasto do what | could to assist the company's finances. Asfar aswasin my power | carried
business to the association, and the directors knew that, and no exception was taken to it.

That is not what | want to know, | ask you [unclear: ] you can point to the minutes of the association to
one minute of the fact of you, an naming director, obtaining an advance from be association?—I have not gone
through the minutes, but the directors were perfectly well ware.

Did you ever bring your account before the [unclear: lirectors|?—I say that the whole

Was the state of your account with this association at any meeting of the directors over officially brought
before them?—I cannot tell that it was, but | know that the whole of the accounts of the Ward Farmers
Association from time to time came before the directors.

Do you not know, Mr Ward, that your account was never brought before the directors.? No, | do not.

Do you know if there were any meeting of the directors at which you were not present?—Y es, there were.

One, | think?—I cannot tell how many.

Was the position of your account with the association ever brought before the directors at any meeting at
which you were present?—I cannot tell whether it was or was not.

| ask you, Mr Ward, if balance sheets ware from time to time issued by the association?—They were.

Istherein any one of these balance sheets, from commencement to end, any reference to the fact that you
were indebted to the association | have never yet seen a balance sheet in which an individual account

Will you please answer my question? Is there in any of the balance sheets issued by the association any
reference whatever to the fact that you, Mr Ward, were indebted to the association? Will you say, yes or no?—I



say, No, at once, for this reason that | have never yet seen any balance sheet of any company in which an
individual account was mentioned, except in the model balance sheet of the liquidator in the liquidator's report.

Y ou appeared as managing director at several meetings of shareholders. Did you ever in any way refer to
the fact of your indebtedness to the association?—Certainly not; but it was known to the whole of the
shareholders that practically 1 owned four-fifths of the Farmers' Association and was largely responsible for its
finance, and that to avery large extent the business was carried on for them by me.

Now on the first balancing day—the 30th June, 1893—you owed the Farmers' Association, | think,
£23,000. did you not?—I understand it was £21,587 7s 4d. according to the report. 1 take that from the
statement in the report.

Call it whatever you like—call it £21,000?>—What is the date?

30th June, 1893. You say it is £21,0007—That iswhat isin the report.

What was the actual paid-up capital of the company at that time?—On the 1st December, 1894 it was——

| asked you about th-30th, June, 1893?—At the 30th June, 1893, it wad £5276 10s.

Paid-up capital—Yes.

How isit made up?

His Honor: You will seeit in the balance sheet.

Mr Solomon: Very well. Did you not think it necessary to let the shareholders know that their managing
director owed the association four times the amount of the paid-up capital at that time?—I did not.

Was there anything of any sort, written or spoken, to lead them to come to such a conclusion?—No, there
was not.

If you take your bank pass book—from October, 1892—you will find, | think, that your account became
over drawn to the extent of £16 000 odd at once?—At what date?

From the 29th November?—It is December in the books.

At any rate, your overdraft at once becomes £16,0007—Y es.

| mean, of course, the association's overdraft.—Yes, that is so.

Isit ever less than that amount up to June 307—I think it is probable it was not.

And it went up from £16,000 on the day on which it was initiated till, on the day before the balance, it
was—what amount?—On the day before which balance sheet?

The June balance sheet of 1893?—It was £21,000.

What was it two days before?—The Ward Farmers' account.

Y es. What was the Ward Farmers' overdraft?—I have not the information here.

Weasiit not £47,0007—It was about £47,000.

So that it had never been less than £16 000, and had gradually gone up to £47,000 from £16,0007—Quite
so; within the limits of the arrangement made with the bank.

| want to know whether this statement is true—a statement in this letter written just after the balance day of
June, 1893:—"As a matter of fact the average amount of accommodation would not have stood during the
period of seven months at over £7000" That is your statement. The fact is, you nay your overdraft was £17,003
when you started and it went op to £47,000, and now how do you explain that statement in your L etter?>—Will
you allow me to see the letter?

Certainly. | call your attention to that statement, because it was intentionally circulated by you.—Y ou
cannot discuss the question, | think, Mr Solomon.

| want to know why you made that statement, and made it for the purpose of being distributed amongst the
farmers of the district>—As a matter of fact, | do not think you can, as amatter of pure assumption, assert that
the balance at the date of the balance sheet will give you any idea of the accommodation over a period. For all |
know to the contrary, then may have been a considerable accumulation of stocks at any point during the period.

Y ou state that in al probability the account was never less than £17,000, and that it went up to £47,000? Is
the statement in the letter true or untrue?—I cannot give you any further Answer. The accommodation was a
fluctuating one. It seemsit did not run under £17,000.

How did you come to make that statement? How did you come to distribute it among the shareholders? Isit
not grossly misleading?—I cannot tell you any more than | have already told you.

WEéll, look at the first paragraph. There |s another statement that was distributed amongst the shareholders;
"To make the position dear, upon the date that this vindictive writer refers to, at which he states the liabilities of
the association to be £87,000, the actual sum on which Interest was directly payable by the association was
under £16,000. Now, this letter iswritten in August, 1893. Did you not know that two months before that date
the actual sum on which interest was payable was £47,000?—That has no connection with the matter. The
statement is that the actual sum was under £16,000, Every client of the association was paying interest to the
association on his accommodation and the association was paying interest to the bank on the net amount for
which it was responsible to the bank, and | do not know that this amount was over £16,000.



The association would pay interest on its overdraft, would it not?—The association was responsible for the
difference between what its clients paid to it and what was due by it to the bank.

When the company was started you took up 1000 shares?—Y es.

And there was payabl e on those shares 10s on application and 10s on allotment?—Y es.

Did you pay for those shares in cash?—£500 was paid.

£500 out of the £1000? Were you debited with the balance of the amount; and if not, why were you not?
(The witness here referred to some papers) Do you not know that you were debited with the amount until on
the eve of the balancing day?—It may be so.

And on the eve of the balancing day you took on another 500 shares?—I think it was on the 23rd June | was
debited with it.

And on the eve of the balancing day you took other shares, did you not?—I know that | took up 7600
shares altogether.

Y ou took up 2000 before June, 1893; 1000 in November, 1893; and 1000 in May—at the last meeting of
the directors before the first balance sheet. Did you pay anything for those shares at al in cash?—As a matter of
fact | cannot give you a positive answer. | do not thi[unclear: nl; did.

Were you not debited with the amount? is convenient for you to take the [unclear: statements| seriatim, |
could give you the answers the have looked up.

Did you, or did you not, pay for the application and allotment on the second thousands From memory, |
cannot tell you.

| must get an answer to the question to your bank account.—I am not going to with the bank's bocks.

They are your own books; | am not [unclear: de| with the bank's books now. It is stated he "Call on shares,
£1000."—Yes, that is so.

So that you paid £500 out of the [unclear: £2] only?—That is so.

Now | cannot understand this: you evidence before Mr Justice Williams some [unclear: to] ago, and on
oath you were asked these [unclear: g tions referring to these shares. "Did you [unclear: a] £1 a share for those
shares?—I did. [unclear: alcash?—Yes." How do you explain that. [unclear: al think that is a catch way of
putting it Y oung put a question to me when | was [unclear: b] Mr Justice Williams previously, and | [unclear:
u] stood him to ask whether | paid cash, [unclear: al then wanted to know whether the shares [unclear: alpaid
forin cash, and | said "Yes."

Witness continued: He clearly [unclear: under] Mr Y oung's question as to whether he had [unclear: a] cash
for the shares to apply to the position the time the question was put. He was [unclear: a] if he had paid for
them, and he replied that had done so. He had said he had paid £1[unclear: al share upon 800, but was speaking
without [unclear: al ference to books or documents. It [unclear: appe] had paid £1 per share upon 500 or 10s
per [unclear: al upon 1000. He understood Mr Y uung's [unclear: & tion to mean whether his shares had
[unclear: al had in full or not; and they had been paid [unclear: al had he known his private account was
[unclear: alinquired into he would have had his [unclear: pas| but, speaking roughly from memory, he
[unclear: al the Colonial Bank in June, 1893, £25,[unclear: 00] against 25,000 shares in the Ocean Beach
[unclear: c| pany, and £16,000 as against 16,000 [unclear: sh] Nelson's, and the balance was something
[unclear: al£6500, The grain account in June, 1893,[unclear: 0] nothing to do with the matter; it [unclear: al
account of aspecial character which, in [unclear: a] went out of existence, and was not [unclear: se| his
properties.

Mr Solomon: Wasiit not the fact that still owed the bank in some way or [unclear: al £80,000?—I cannot
say it was.

Will you deny it?—Without reference to passbooks | will not say yes or no.

And you owed the Ward Farmers [unclear: Ass| £23,0007—£21,000 according to the Liquid [unclear: &
report.

You cal it £21,000? Did you not [unclear: thict] was only right under these circumstances it should be
known that you as [unclear: man| [unclear: irector] not only owed this large amount to the [unclear: nk], but
were actually not paying for your [unclear: bares|?—Pardon me, the greater portion of that mount was an
account which was taken upon my [unclear: ouldres| for the Ward Farmers' Association. [unclear: bat] isthe
special grain account of £43,000. [unclear: tou] and others have tried to make out that | as not in a position to
meet my personal in-[unclear: ebtedness| at that date. | say | was, and [unclear: der] that belief the bank was
perfectly justi-[unclear: ad] in allowing me to have that accommodation. [unclear: had] nothing from them for
nothing, and was [unclear: repared] to meet my responsibilitiesif | had [unclear: een] allowed to.

Witness continued: The accommodation he [unclear: ad] from the bank was very largely for the
association. At that date he was in aposition [unclear: al pay for the shares. He could not tell from memory
whether the directors were aware that [unclear: €| had not paid for the shares in the next year—1894—he took
up 5000 shares. On these [unclear: €] paid no deposit, but he took them up in [unclear: nnection] with the



position the Farmers' association had got into, and because, in view | that position, it was desirable for him to
[unclear: ike] them. At theinstigation of the bank, in [unclear: he] first instance, he had taken over avery
[unclear: irge] account, which had aided materially the [unclear: nances| of the Farmers Association. After
[unclear: hat] the bank had called upon him to increase is personal guarantee from £5000 to £20,000. [unclear:
as| amatter of fact he objected to that, but in [unclear: he| interval he thought it was better to take [unclear:
000] extra shares for the purpose of strengthening the association, and had done so. The principal people
connected with the association knew that he had taken these shares, but it was not officially mentioned to them,
because that was not the usual thing to do, and he did not think it the proper thing to mention it. When counsel
talked about his personal in[unclear: ebtednesal to the association he entirely over-[unclear: oked] the fact that
he and his friends who were behind the association owned four-fifthsif it.

How much did you owe the association at that time when you were debited with these [unclear: 000]
shares—on there of the 1894 balance [unclear: heet]?—It is stated in the report of the tiqui[unclear: lator] at
£43,346 9s 11d.

Y ou owed the association £43,000, and how much you owe the Colonial Bank then?—The books will show
that; | cannot tell from memory.

Have you any idea?—I could only give you a guess, and do not think that desirable.

Did you not think that, with £43,000 [unclear: debtedness| to this association, it was only proper you
should state that you had not paid anything for these shares?—Do you mean to tell me it was my business to
wreck the association for the purpose of doing that?

Do you mean to tell methat if you told the association you had taken them over for nothing you would
have wrecked it?—1 mean to say it was not my business to go and discredit the association for which | was
working.

Do you mean to say that if you had told the association you bad done this it would have wrecked it?—I
mean to say that if | wasin aposition, as 1 believed | was, to pay for them, if | had told the meeting that | had
got the 5000 shares for nothing, it would not have been true, and | should have been doing awrong thing.

Exclusive of the money you owed, what was the actual capital of the association at the time of the balance
sheet in 1894?—£7189.

Exclusive of the money you owed, the actual paid-up capital was £7100. Then, at that time, Mr Ward, you
actually yourself, as managing director of thisinstitution, irrespective of what you owed to other institutions,
owed this ingtitution seven times the amount of its paid-up capital >—Is that a question, Mr Solomon?

Yes,; itisaquestion. You owed this association seven times the amount of its paid-up capital ?—I think that
isan assertion, | will answer questions.

| will put it as a question. Did you not at this time owe the association seven times the amount of its paid up
capital>—No; | did not.

Mr Chapman: What amount do you say we owed?

Mr Solomon: At any rate you owed £43,000, as against a paid-up capital of £7000, (To witness); Do you
not think it was only reasonable and fair that the shareholders should know, under the circumstances that you
had taken up 5000 sharesin order to strengthen the association, as you call it, and had not paid for them?—In
that case 1 think the shareholders should also have known what my private securities were and my affairs from
top to bottom, and | do not think that would be reasonable.

Then at that time, in 1894, you owed the association all this money, which nobody could know about
officially? That is not correct.

Why?—I have just told you that is not correct.

The shareholders could not possibly know about it. Who was told officially that you owed the association
£43,000?—1 do not know who was told, but | answer your former question that that is not correct.

Were the directors at thistime told that you owed the association £43,0007—As a matter of fact.

Mr Solomon: | must ask your Honor whether or not | am entitled to an answer—" Yes' or "No."

His Honor: Y our question is whether they were told officially.

Witness replied that he could not say that they were told officially. He could not say what in that £43,000
was his own and what was the association's. The association books were in the possession of the liquidator.

Mr Solomon: They are open for your inspection if you like—They were available to me by paying, not in
the way you suggest.

Were the directors informed that you had obtained these 5000 shares without paying Anything for
them?—I cannot say generally whether they were told anything about the matter or not. | intended to par for
them, and as a matter of fact | have paid for them.

Did you think it was a proper thing for you to take op these shares without paying down anything for them,
and to keep that fact quiet?—I took them entirely for the purpose of assisting the association.

At the meeting of shareholdersin 1894, did you not |ead the shareholders to believe that these shares were



taken up in the open market in the ordinary way and by ordinary persons?—After consulting a document,
witness said he could find nothing about it. He believed in the association, and they had never canvassed for
shares. In taking the 5000 shares he took upon himself liability for £25,000, and at the same time he had given
his own guarantee for £15,000 to assist the association. He did not owe the association anything. When the
association was first datted the Ocean Beach Freezing Works were excluded. The association had not financed
the whole of the operations of the freezing works, as the liquidator bad affirmed, The fact was that the
association did not require the works, and were not interested in them. The liquidator had farther said that the
clerical work had been done without remuneration. That was not so, and the liquidator must have known that
the agency commission paid by the steamers—amounting to £2000—was paid over to the association for doing
this business. The statement of the liquidator that the Farmers' Association had financed the freezing works to
the extent of £200,000 was not correct. There was an arrangement by which the sheep were to be paid for day
by day and week by week without any risk whatever to the association. They would not run the risk of losing a
sixpence, The association found the money for the sheep, and in 99 out of 100 cases the money was provided
before the sheep were purchased. It was one of the best arrangements that could have been made. He said so
deliberately. Yet it had been allowed to go abroad that it was a very improper and a very bad arrangement,
whereas it was nothing of the kind. It was not the fact that this arrangement was carefully concealed from the
shareholders and the public. He could not give adirect answer to the question whether any mention appeared in
the minute book of the association, or whether it was stated at any meeting of shareholders or was mentioned in
the balance sheet, of the fact that the association was practically running the freezing uni The shareholders
knew of this arrangem and that the association was doing a good flourishing business. It was not kept [unclear:
galas a matter of fact, they had one of their: in every portion of theisland. It was likely that a man would
advertise his basis broadcast for the purpose of allowing opponents to pick holesin his broades But not only is
no mention made of the [unclear: arr] ment, but it was actually concealed from shareholders by the account
being squared by the balance sheets. Y ou have been [unclear: en] wrongly instructed.

Never mind about my instructions. Is| isnot afact that the amount was [unclear: withde|] on each
balancing day, and the account repots afterwards?>—What was there to conceal there was no risk ? There was
no risk to body, and as a matter of fact there was not to conceal.

As amatter of fact the account was [unclear: sg| up each balancing day before the balance the amount
being carried forward to [unclear: || private account?—Probably it was so, but [unclear: || was ho conceal ment
about the matter report of the Liquidator on this point entirely incorrect. It was the fact that in the freezing
account was closed just before balance and transferred to his general [unclear: acc| and the account reopened a
few days [unclear: iJwards, but the pal pable object waa not to coal this business—nothing of the sort, could not
say why it was done. | was a matter for his bookkeepers, [unclear: bot] whom were in court, to answer. The
[unclear: i] kind of thing was done in 1894. So far [unclear: al knew it was not done to conceal the fact. gave
no instructions to his bookkeepers [unclear: al so, and he was perfectly certain that it done with any improper
design. It was the fact that from the very inception then a deliberate system adopted, the result of [unclear: al
was to conceal from everybody the fact the was being financed by the association atBut he knew this fact—that
everybody nected with the association could within minutes have ascertained the position of whole of his (Mr
Ward's) accounts. So [unclear: al his knowledge went, it was not the fact from this time a system was adopted
by [unclear: al hisbeing largely financed by the [unclear: assoc] was carefully concealed from the public,
through the balance sheet and the his own statements at the annual [unclear: al ings. He had already sworn that
it not so, to the best of his knowledge, [unclear: h| clared that 99 per cent. of the statements inliquidator's report
were not correct. At time of the balance in June, 1893, he owed association £21,570. It was very [unclear: prci]
that he knew at that time how much he overdrawn to the association, but he [unclear: cou] give the specific
amount. He gave cheques—one for £15,000, the other Tor £6000—at about that time for the purpose of paying
off his own account. He did not think he told his banker what he did, but there was no doubt that Mr Birch
knew about it. The Cheques would not have been paid unless he had known about it. The banker would have to
be asked about it. He (Mr Ward) personally did not tell the banker anything about it, nor did he (Mr Ward) tell
anybody else. All he could say was that the cheques were paid for the purpose of paying off his own account.
He had do recollection of haring told anybody that he was going to do so. He had no recollection whatever of
having told his banker anything about it; in fact, he was certain that he did not, The sums were repaid within a
day or two after the balance. When he put in the two cheques for the £15,000 and £6000 on the 29th of June, he
intended to have thorn redrawn a day or two after the balance for the purpose of reducing his account at
balancing time. the overdraft would go down subsequently. He did not think he paid in the cheques personally.
The manager would pay them in. Witness thought he signed the cheques. He had no recollection of telling Mr
Fisher to draw the money out again. It was very unlikely that he told the directors be was going to do so. His
opinion was that the bank desired the account to be reduced at that date. He had no recollection of someone
asking him to put in the two cheques for £21,000 on the eve of the balance and to take them out afterwards. The



transaction was thought to be a proper thing at the time. The effect was that the asset and the liability
disappeared for the time.

Mr Solomon: Was not the effect of that transaction to lead the shareholdersto believe that at the balance of
1893 the association owed the Colonial Bank £26,000, whereas, as a matter of fact, it owed £47,000.

Witness. That was the effect of it.

So that not oneillustration of what | say isaconcealing of the state of the affairs of the association from the
shareholders?—It was not intended.

But was not that the effect of the system adopted?—I say that there was not any such system.

Isit not one instance of concealment of the true state of affairs from the shareholder?—What | say is that
my account was reduced before the balance. Thereisagreat deal to be said Against it, | admit, but as a matter
of fact | believeit isacommon thing and has been done a number of times. | am not now attempting to justify
it. The object was to reduce my balance, and it was done with the knowledge of all parties concerned.

Do you say with the full knowledge of the bank?—The bank was bound to know.

Why?—Because the amount was very large.

Do you know except by inference that the bank knew?—I should say by inference that the bank knew all
about it but | have no recollection of saying anything about it.

Before doing it, did you not think it necessary to see if the directors approved of the transaction?—As a
matter of tact | cannot remember the circumstances at all; but it seemsto me that at the time the payment was
made for the purpose of reducing that account, and it was believed to be aright thing to do or else it would not
have been done

Were the directors consulted?—It is very unlikely. Not so far as 1 know.

His Honor asked what object of the transaction was. As between the association and the bank there could
have been no object—it was not the bank's balance.

Witness: My impression—jprobably the manager of the association could tell more than | can—isthat it
was the bank who asked for it, but | do not know myself.

Mr Solomon: Asked who?

Witness: | cannot tell you.

Do you not know yourself that if it was to have any effect at all by way of concealment it was the
shareholders who were being deceived and no one else? Y our directors were not consulted, the managing
director knew all about it, and the directors and the shareholders were kept in the dark and deceived?—I have
already answered your question two or three times. | have told you quite straightforwardly so far as| know, |
say that the account was reduced at that date by the payment of a chegue on my private account, and both asset
and liability disappeared.

WEéll, come to the next thing. In 1894 the same thing was done, only instead of being done to the extent of
£21,000 it was to the extent of £35,000. | want to know the circumstances under which that was done, Who
suggested it?—As a matter of fact it was the bank.

What officer of the bank?—In the first instance application was made to Mr Fisher.

By whom?—The manager of the bank.

Mr Birch?—So | understand.

What did he want done?—The account to be reduced.

Why?—Mr Fisher must answer that. | cannot speak from memory.

Did you see the manager yourself?—I do net know.

To your knowledge did Mr Birch write to Mr Henry Mackenzie asking him to allow it to be done?—Y es.

Y ou have seen the |etter?—I have.

How did that letter come into your possession?—It was aletter written by Mr Birch be Mr Mackenzie, and
Mr Mackenzie sent it to me with a memorandum attached.

What has become of it?—I haveit.

The witness handed the letters to Mr Solomon, who read them as follows.—

The Colonia Bank of New Zealand, Invercargill,
20th June, 1894.

Dear Mr Mackenzie—The Ward Farmers balance on 30th inst., and Mr Ward proposes drawing his own
cheque for £40,000 on that day and handing the amount to the Farmers' until Monday, 2nd July, | presume this
transaction will bein order. We must not show all the overdraft to the public thistime, as there are too many
timid people about at present. If | do not hear from you | take it silence gives consent.—Y ours sincerely.



CH. A. BIRCH.

(Private.) Wellington,
29th June, 1894.
My Dear Ward.—

| Intended to show you the enclosed letter, but remembered to do so only after | left your office.

| have not replied to it—fact is, | cannot,—but | have no objection to your wiring that you have seen me,
and | have no objection to the matter being arranged in the way indicated.—Y ours,

H. Mackenzie.

Sir Solomon observed that Mr Mackenzie's Statement was that he could not consent to the transaction, (To
witness): Did you wireto Mr Birch?—No, | did not.

Y ou did not do what Mr Mackenzie asked you to do>—No, | put the letter in my drawer in Wellington, and
left it there.

Why did you do that—why did you keep the Letter and not send it on?—I had no special reason for it so far
as| know

Y ou knew that the result of not sending the letter would be that the thing would be done?—I knew that if it
was sent a cheque for £40,000 would be given.

And that if it was not sent a cheque would be given?—A cheque for £40,000 was not given.

Y ou knew that Mr Birch, not getting areply from Mr Mackenzie, would know that Mr Mackenzie did not
object to the balancing?—the letter implies that.

Did you not know well that that amounted to a compact between you and the bank that this was to be done
to the extent of £40,0007—I knew that my private account would be reduced to some extent—to what extent 1
cannot say.

Y our indebtedness was reduced on the very eve of the balance sheet, and with the intention of giving a
wrong balance sheet? Again, Mr Ward, were the directors consulted about the transaction at the time?—Not so
far an | know.

Why not? Do you not now think that it would be only a proper thing to consult the directors>—As a matter
of fact, in the Light of my experience, | have altered my opinion about the whole business.

| suppose we may take it now that you think that was an improper thing to do—an improper thing for you
to do, and an improper thing for the bank to allow you to do?—I would not do it again; | say that at once.

Was not that another instance in which the shareholders of this institution and the public were deceived as
to itsreal position?—The assets and liabilities to the extent of £35,000 went out before the balance.

Do you think that the shareholders of the company, on seeing that balance sheet in 1894, could for a
moment dream that on the day before the balance sheet was issued the overdraft was £35,000 more than
appeared in the balance sheet, and that the day after the balance sheet it would be correspondingly
increased?—No.

And to that extent, whatever the intently was, they were actually deceived? Now, isit not afact that you
deliberately did this so that the overdraft in the balance sheet might appeal £35,000 less than it was?—I did not
do it to deceive the shareholders, | did not do it to deceive anybody; and | did not do it. (Laughter.) If you look
at the cheque you will seel did not do it.

Did you not know when you got the letter that this balancing business would be done?—I have replied that
the letter conveyed that impression.

Did you not know when you put the letter in your escritoire that this balancing business would be done?—I
knew exactly what the letter conveyed. | knew that my private account would be reduced to some extent—to
what extent | did not know,—but | did no send the |etter away.

Did you not know that the result would [unclear: b] to deceive the shareholders asto thereal [unclear: sti]
of the bank account?—I have said that liabilities and assets would disappear, and that the shareholders could
not tell that from the balance sheet.

Will you please give me a plain answer to my question? Did you not know that the [unclear: rm] would be
to deceive the shareholders as to the condition of the bank account | have aready said, and | repeat it, that the
effect of the operation was that my private account reduced by £35,000, and that assets disappeared; but it was
not done with the intention deceiving the shareholders, and at the [unclear: tim] it was believed to be not an
improper thing to do.

| ask you again if you did not know that the result of that transaction would be to [unclear: decel] the
shareholders as to the state of the balance sheet?—I have answered that it was [unclear: n| intended.

| ask you, do you not know that the [unclear: res| would be to deceive the shareholders>—The would be



the effect of it, but It was not [unclear: ds| with that intention.

| am just going to ask that. Did you not [unclear: d] it with that intention—No, | did not.

With what intention did you do it?—It was none with the intention of reducing my private account and it
was abated that it was not an unusual thing to do.

Had you ever at any time during the year that elapsed between June, 1893, and June, 1894. told any of the
directors that you had done the £21,000 transaction in June, 18937 Y ou did not consult the directors before you
did so?—I have already told you, and 1 repeat, that the directors were not told.

| am asking you if they were ever told afterward?—And 1 have answered three or four times that | have no
recollection of it.

Did you ever tell anybody else, any officer of the association except Mr Fisher, that this had been done?—1
do not recollect discussing the matter with anybody at all.

So that nobody connected with the association knew of the matter except you and Mr Fisher?—I have not
said so.

So far as you know, nobody else knew?—I did not discuss the business of the association outside at all.

Mr Solomon: The next matter that | want to call your attention to in the question of the debentures. After
1894 aresolution was passed, Mr Ward, in December, 1894, or January, 18957?

His Honor, referring to the letters by Messrs Birch and Mackenzie, said: From the terms of these |etters one
would judge that the act of the bank was not to deceive the shareholders of the Ward Association, but morein
order to provent it going forth to the shareholders of the Colonial Bank that the overdraft was so large as it was.
The bank's consent seems to have been given more for the purpose of throwing dust in the eyes of the
shareholders of the Colonial Bank than of deceiving the shareholders of the Ward Farmers' Association.

Mr Solomon: That to deceive their own shareholders they had to deceive the shareholders of the Ward
Farmers' Association in the meantime. What Mr Ward admits is that he deliberately did a thing which he knew
would have the effect of deceiving, and he says he did not intend to deceive. He knew the effect, and knowing
that, he deliberately did it. That istheway | put it. Now, we come to the debentures, Mr Ward In December,
1894, aresolution was passed that 500 debentures of £100 a-piece should be floated and sold. Is that so?—That
iSs0.

It was |eft to you to sell them?—Y es; that to so.

The first hundred of these debentures you hypothecated to the Colonial Bank?—That would be—how
much?

£10,000.—No. 1 do not think they were hypothecated. | know that that term has been used.

What did you do with them?—It was the last £10,000.

Weéll, | won't say it was the first £10,000.—They were handed to the Colonial Bank to be sold, and on
realisation the proceeds were to be paid into the general account of the Ward Association. They were to be sold
at par, and until they were sold they did not come into existence, asfar as| know.

Was there any written agreement between you and the Colonial Bank as to this £10,000 of debentures?—I|
think it was correspondence only.

We have been informed by the Liquidators of the Colonial Bank that these shares were hypothecated to the
bank.—I do not think they were.

We would like to know that.—I think the correspondence on it makes the position clear asfar as |
remember, and | will look it up. My recollection is that the £10,000 of debentures were, by correspondence, to
be held by the bank, and that as they were sold the proceeds were to be paid into the general fund of the Ward
Association, the limitation being that they were to be sold, at par, but | have no recollection of their being
hypothecated.

Were they not to be held as against the account—against the association's indebtedness to the bank? |'s that
not the arrangement ?—I shall be glad to look up the correspondence. It may have been stipul ated that they
were to be hold as against the Account, but it was agreed they were to be sold, and that the proceeds were to be
paid into the general fund of the Farmers Association.

We shall come to that to-morrow, then. Y ou sold 200 of these debentures to the Colonial Bank and 200 of
them to the Bank of New Zealand?—That is so.

That is, £20,000 each, with no commission in one case and leas commission in the other? When you sold
that £20,000 of debentures did you inform Mr Fisher or any other officer of the association that you had sold
them?—I think it is probable that 1 did, but | have no recollection of it.

What was the proper thing to do in the books of the association when that was done?—To open a debenture
account and place the proceeds to the credit of the account.

What was done, as a matter of fact, in your company—do you know?—I did not know until 1 read in the
liquidator's report what had been done.

| do not blame you, Mr Ward, but | want to know what was done. Do you know now?—Y es; | know now.



The amounts are placed to your credit, are they not? The sum of £40,000 was placed to the credit of your
account?—That was done temporarily, | find by examination of the books.

Isthere any justification for that, Mr Ward?—The officer of the association, who was respon- sible for it
has since spoken to me about it. It was not done for the purpose you think it was. He has explained to me that

Did you think it was a proper thing to do? | do not want to know the excuse—I have already said that the
amount should have gone to the credit of a debenture account.

And until the entry was reverted, was not the effect to conceal in the books the true state of your
account?—The effect of the amount standing at the credit of my account would be to reduce my account, but it
was cot done for the purpose of concealment at all.

| am not asking whether it was or was not. | have asked whether there was a system adopted of concealing
the state of affairs and the state of your account?—As a matter of fact, although the liquidator's report states the
opposite, this did not affect the state of the balance.

| ask you, Mr Ward, is that not another instance in which the state of your account was concealed, during
that temporary period, from everybody except the person who made that entry?—No, As a matter of fact the
bank or any person concerned in the association could have found out the position of my account by inquiring.
There was no instruction given to cover up my personal account.

| have not asked that.—But you have said it.

| ask you, was not the effect to conceal the state of your account?—There was no intention to conceal
anything.

Was not the effect of the transaction to conceal the state of your account by £40,000 until balancing
day—from January, when the debentures were sold, until the balance sheet came out?—I answered the same
guestion before by saying that it reduced my account while it was there.

It concealed the state of the account?—That was not the intention.

That was the result?—No; because any person who went to the association's office could have seen that the
£40,000 ought not to have been where it was.

Why not?—Because it ought to have gone to the credit of a debenture account.

| ask you, looking at your private account, how anybody could say that that £20,000 was wrongly entered?
The fact isthat on that date you are credited " Cash, Colonial Bank, £20,000," and how could anybody see that
that was not right?—Y ou would require to look at the folio in 38 and 36, and any person could immediately see
it.

Will you look and see if there is a memorandum of any sort to that effect ? Is It not the fact that you are
simply credited with £20,000 cash?—Y es, that is so.

Isthat not a plain instance, then—I do not ask the intention,—in which the state of your account was
concealed to the extent of £40,0007—That is the effect, but as a matter of fact I know that the man who made
the entry did not know what it was for.

| am not asking that. When balancing day came in June, 1895, it became necessary to show that account,
did it not?—Yes, that is so.

Because you had to show the directors and auditors that this debenture account had been opened. So that on
balancing day of 1895 you did what ought to have been done by somebody—I do not say you are
responsible—in January, 18957 Y our account is then re-debited. That is so, isit not, Mr Ward?—Y es, that is
SO.

So that then, apparently, your large indebtedness to the association would again appear on balancing day
because you had been [unclear: po| straight?—1 had been just the opposite, 1 should say.

Y our big indebtedness would again show. It had not shown before that day. Y our indebtedness of £42,000
had only shown as £2000?—But on being transferred my account would show £40,000 more.

On being transferred to the debenture account at balance time it would show £40,000 more. But did it show
that £40,000?—cannot tell you that.

Do you Dot know that, by another instance of the same nature, it was debited on the one hand with
£40,000, and immediately credited with some other things that it should not have been credited with? Do you
not know that?—I would be glad if you would state what they are.

Do you mean to tell me that you do not know?—I know that an amount of £30,000 went to my credit.

Nothing else?—From memory, | know of nothing else.

If your account had appeared in the balance sheet as it ought to have appeared on that day, it would have
shown about £54,000 that you owed the association?—£55,000.

Do you know at what it stood in the balance sheet, after you had been debited with the £40,000? Do you
not know that although you owed the association on balancing day, 1895 the sum of £55,000, it appeared in the
balance sheet of the same time that the associate owed you £167—Y es, that is so, according to information
placed before me now.



By means of this £40,000 your account was kept concealed. Y ou say it was not intentional and probably it
was not. We will see about that by-and-bye. Unintentional, we will of it, but as a matter of fact the account was
kept concealed from January until June, and then became necessary to show the debentures, and your account
was immediately concealed in another way. | will show now how it was concealed. At that time the association
drew of John Connell and Co. in England for £30,000, did not they?—That is so.

Wasit or was it not a proper thing to do with that £30,000 draft to drawn? It was honoured by the bank and
placed to the credit ofthe Ward Farmers' Association; it was the proper thing to do, at the same time was it not
to credit Connell and Co. with it? If by means of that overdraft you owed the bank £30,000 less, you therefore
owed the person who had to pay the draft £30,000 more?—That is so.

Was that planed to the credit of Connell and Co.?—I do not think it was.

Whose credit was it placed to?—It was placed to the credit of my own account.

Was that the result of that transaction, that instead of showing that they owed Connell and Co. this £30,000
they did not show it at all, and showed that you owed them £30,000 |ess>—That was the effect of it.

Isthere any justification for that. Can you find any justification for it?—Well, | think it is a matter the
person responsible for it should be asked about.

| ask you isthat a proper thing to do?—I do not know the circumstances or the reasons for its being done.
Asamatter of fact | did not do it.

Mr Solomon: | did not say you did.—Witness: | do not know why it was done, As a matter of fact | do not
know anything about it.

Witness (continued): He could not say the exact period when he was told of this. Mr Fisher told him of it a
considerable time after it was done, and probably he told him in Wellington, By this entry in the book his
account with the association was again concealed, and the concealment of £40,000 by the debentures was
carried on to the extent of £30,000 by this draft. That was the effect of it, although he did not think it was the
intention. On the date of the balance sheet for 1895 Robert Brooks and Co. were stated in the books as creditors
of the association to the extent of £18,000, and when the balance sheet was struck—

Mr Solomon (interjecting): On that day, by the books of the association, if the balance sheet had correctly
stated the affairs of the institution it would have shown that the association owed Robert Brooks and Co.
£18,000. That is s0, isit not?>—That is so.

When the balance sheet was struck on that date did the books show that they owed Robert Brooks and Co.
£18,0007—Y es, they showed that, and they further showed that it was transferred to me.

In the balance sheet of June, 1895, do these people appear as your' creditors at all>—No, they do not.

How do you account for that? Y ou still owed them the money. The association still owed them the £18,000
on the date of the balance sheet?>—Well, that is a matter upon which you must ask the officer concerned.

Is not that another plain and pal pabl e instance of an act the effect of which was to carefully conceal the
state of your account from the shareholders?>—Well, | can only give you the same answer which | gave before:
That was the effect of it, but | don't think it was tie intention. (Witness continued): He did not believe there was
any system of concealment or intention of concealment. There was certainly no such system or intention to his
knowledge From the ledger account of John Connell and Co. of £38,000 they had to deduct £27,624, so that the
amount owing them, according to the books, was £11,000.

Mr Solomon: Of the £564,500 you owed to the association, by the transactions | have spoken
about—Connell's draft for £30,000 and Robert Brooks's account of £18,000—there has been concealment to the
extent of £48,000_Thereis still the £6500 to account for that you owe to the association. Do you see that item
£6500 there?—I do.

That item on the balancing day was taken off the account. That was owing to John Connell and Co., was it
not, and at the same time credited to you? Is not that so, irrespective of the £30,000 draft?

Witness replied that that was so. The effect of that was to conceal the state of his own account and wipe out
his debt. He could not say why that was done. It was true that he owed these people £11,000 on balancing day,
but he could not tell why the balance sheet dii not show it. The officer concerned in them transactions was the
proper man from whom to get the information. He did not know when he first knew of the item of £22,000. It
was after be came back to New Zealand when Mr Fisher came to see him in Wellington. He [unclear: hal] not
signed any of the balance sheets of the association. He thought that Mr Fisher submitted the 1895 balance sheet
to him when he came to see him in Wellington. That would be in August.

Mr Salomon: Was it at that meeting in Wellington that Mr Fisher told you about the two transactions for
£18,000 and £6500?—No, 1 do not think so.

Wasit at that meeting be told you about the £30,000 draft?—It was before that. It was before the balance
sheet he told me about them.

Where?—In Wellington.

He met you twice there, then?—Y es; he must have met me on two different occasions.



Mr Solomon at this stage drew attention to the fact that Mr Fisher was prompting Mr Ward. Up to that
point he had had no objection, but he thought that in view of the importance of the questions he was about to
put Mr Fisher should now not interfere.

His Honor asked if Mr Solomon wished that Mr Fisher should not help Mr Ward's memory.

Mr Solomon replied that that was so, and Mr Fisher said that he would not interfere.

Mr Solomon (to witness): Did you know that the £30,000 was placed to jour credit?—No.

Did you know after the interview in August that it was placed to your credit >—No, | have got an
impression that it was considerably after that time when | knew.

Mr Fisher told you in August about the £15,000 and the £6000 placed to your credit?—No; | do not think
so. | said it was some time after my return to Wellington. It was not before the shareholders' meeting.

Examination continued: He (Mr Ward) did not think that the effect of these transactions had been to
conceal the true position of affairs from the shareholders, or the extent of the association's overdraft from the
directors of the Colonial Bank. He would certainly deny that Mr Fisher had drawn to the extent of £30,000 or
£40,000 on persons without authority. He combated the statements in the liquidator's report in regard to these
drafts, and said that they had been inquired into, and there was no foundation for what the liquidator had said.
He could not say anything about any drafts that were not mentioned in the liquidator's report, because he had
had no opportunity of obtaining any information about them.

At this stage Mr Solomon commenced to ask questions concerning drafts which it was alleged Mr Fisher
drew on the Monday (bank balancing day at Invercargill), not intending them to be used, and on the
Wednesday, before they could be presented, withdrew them. The first of this class was one drawn on February
20, 1893, for £1650.

Mr Gallaway said that this was not mentioned in the liquidator's report.

Mr Chapman said that they had asked for information on this point, and had been told that Mr Ward would
be examined on the liquidator's report and two or three specific matters outside of that. The drafts mentioned in
the report had been investigated by Mr Fisher.

Mr Ward asked that he should be examined in respect to the drafts investigated by Mr Fisher, and

Mr Chapman requested that they should be furnished with the List referred to by Mr Solomon.

Mr Solomon said it was a reasonable request, and he would supply the other side with the list. He intimated
that he had disposed of what he might call the preliminary matters, but the more serious ones he preferred to
take next day.

At 4.10 the court adjourned till It am, next

SECOND DAY—FRIDAY, JuLY 10.

The case was resumed on Friday morning.

Mr Solomon handed in the lists of drafts promised on the previous night, these being the drafts referred to
by him and proposed to be inquired into. He supposed that the otherside would require some little time to
inquire into them, and would not be prepared to go into them now.

Mr Chapman said that they did not know anything about these drafts. Were they included in those
specifically mentioned in the liquidator's report?

Mr Solomon did not know whether they were or were not; he had not looked into then himself. He
proposed to deal with each of these drafts, and to include them under one of the three heads to which be had
referred last night. He bad prepared alist of the drafts so clarified, and would be glad to show it to Mr
Chapman.

Mr Chapman: Arethey in their classified Order?

Mr Solomon: No. The three classes of draft he proposed to deal with were these: Class A were cases where
the association, expecting to be able to draw on the bank or firm, had anticipated that drawing by drawing on
the Monday (the bank's balancing day), not expecting that draft to be used at all, and then got that bill retired
and substituted by the proper bill later on. Class B were those cases in which agents having reported to the head
office sales of goods, instead of waiting till the goods were shipped and drawing Against shipping documentsin
the ordinary way, direct to the customers, the association had immediately drawn on the agent for an
approximate amount, not intending to use that draft at all, and had subsequently withdrawn the draft, and drawn
on the customers in the proper way. The third class of cases ("C") were those in which tie association had
drawn upon persons apparently without any authority whatever, never intending that the draft should be used,
and retiring it before it was presented. (The learned counsel then read alist of the items, some 20, of which
explanation were required, specifying the glasses in which they were deemed to be, and intimated that any
assistance that was necessary would be given by the official liquidator, all books and documents being in court)
Mr Solomon (continuing) said: There is one other question | propose to put to Mr Ward. | quite see that it might



be unfair to put it now, but | wish to give notice so that you may prepare an answer for it. The question isthis;
When at the date of the 1895 balance sheet Mr Ward was indebted to the Farmers' Association in the sum of
£55,000, during the three years that that association bad been in existence he paid into it by way of salary and
other emoluments a sum which we make out to be £12,000. so that in these two and a-half or three years he
either lost or spent £67,000, We cannot make out where it has gone to, and we want Mr Ward to explain it. We
can only account for £43,000 cut of the £67,000, and want Mr Ward to explain to us what has become of that
money. Of course, It would be unfair to expect an answer without careful consideration,

Mr Chapman asked if he understood that his friend was now going to examine the witness as to the drafts
mentioned by the liquidator in his report.

Mr Solomon replied that it was his Intention to examine only on the list of drafts supplied by him that
morning, but if Mr Chapman wished him to examine on those mentioned in the report as well, to give Mr Ward
an opportunity of explaining, he would do so with pleasure. Referring to Mr Birch's letter of the 20th June,
counsel said he wished witness to explain this sentence "The Ward Farmers' balance on the 30th, and Mr Ward
proposes drawing his cheque for £40,000 on that day, and lending the amount to the Farmers' Association."
Could witness say whether Mr Birch was aware that witness owed the Farmers association that amount of
money and more at that date, or whether he thought that this transition was a loan by witness and not a
reduction of his account?—Witness said, in answer to the first question, that he was not aware of what Mr
Birch know. In reply to the second, he said he had no communication with Mr Birch on the matter.

Joseph George Ward, who had given evidence on the previous day, further examined, said: As managing
director he was not often brought into contact with Mr Birch He saw him very little indeed. The bank knew that
he had an account with the association, So far as witness knew it was not afact that throughout the whole
existence of the Farmers Association the amount of its indebtedness to the bank was concealed from the public
and the shareholders, They were made aware of the state of the indebtedness by the balance sheet.

Mr Solomon: Doesthe real state of the overdraft at any time appear in any balance sheet?—It depends
entirely on the way in which the payment before balance is regarded.

But do you contend, if you owe the Colonial Bank on the 28th June the sum of £47,000, and you know that
you will owe it on the 2nd July the same £47,000, and the balance sheet is manipulated in the meantime, that
the balance sheet truly states the overdraft as £21,0007—If an amount was due after the balance, and if it was
paid off with the knowledge of the bank, and if it is a proper payment, then it must be correct.

Mr Solomon asked whether there was anything of any sort published in connection with this company by
which the shareholders or the public could know that, with the exception of those couple of daysin 1894 and
1895, the overdraft was what it was?

Witness replied that it was similar to what was done with other companies under similar conditions.

Mr Sulomon said that that reply did not meet his question, and he must ask for an answer.

His Honor: Other companies have nothing whatever to do with it. Y ou should answer Mr Solomon's
guestion.

Mr Solomon: | ask if anything was published in connection with this company at any time during its
existence from which the shareholders or the public could gather that with the exception of a couple of daysin
1894 and 1895—indeed, in 1893 and 1894—the overdraft to the bank was what it wan?

Witness: There was nothing but the balance sheet and the report.

And that did not show it?—It showed the position as | have indicated.

But it did not show the position of the overdraft, with the exception of a couple of days?>—That is so.

His Honor: It did not show the true relation with the bank.

Mr Solomon: That is so. (To witness) Did the directors know the true condition of your account with the
bank?

Witness; | answered that yesterday.

WEéll, please answer to-day?—I must gift you the same answer as yesterday.

What isit?—I have no knowledge whether they did or not.

Further examined, witness said that |e signed the balance sheets as correct, He approval was the last thing
done in connection with each balance sheet.

Mr Solomon called witness's attention to the item in the bank account representing £26,514 to be the
balance of the overdraft of the 30th June, 1894, and counsel asked whether Mr Ward personally placed
anything before the directors to lead them to believe before that balance sheet was passed that that item was
anything except the ordinary overdraft to the bank.

Witness said that he was not in Invercargill from the 18th June to the 29th October, so that in the interval
he could not have seen the directors. He did not remember instructing anyone to tell them, and he did not tell
then when he went to Invercargill, hut he subjected to Mr Solomon's imputation that he concealed the
information in his breast. His colleagues on the board could have got the information.



Mr Solomon: Who from?

Witness. The officials of the association.

Who besides yourself and Mr Fisher knew of it? Did the secretary know?—I could not say.

You say it could have been got from the officers of the association. Who are the officers? There isthe
manager, and the secretary, and the directors. Are there any others?>—Those are the head officials.

So that if the directors ever wanted knowledge they must have got it from you or the secretary?>—My
answer isthat the directors could have had the fullest knowledge If they had inquired or if it was thought they
required detailed information. As a matter of fact details are furnished when the balance sheet is made up.

Witness further said that he did not withheld information from the directors. So far as he was concerned the
matter was just this: that there was a payment of £21,000 to pay off hit account before the balance, and that
information was available to anybody so far as he was concerned.

Mr Solomon: The question | asked is, Can you tell me one individual to whom you told this?—I have no
knowledge of telling this to anyone.

Witness (continuing) said he had no knowledge of haring told thin to anyone. He repeated that so far as he
knew throughout the existence of the Ward Farmers' Association there had been no system for the purpose or
concealing the true state of affairs from the shareholders and from the public.

Mr Solomon:One question arises out of yesterday's examination. | called your attention to the fact that
£18,000 bad been taken out of Brook's account to be paid to your credit, and £6000 from Connell's account to
be paid to your credit on the balancing day in 1895. Did you know those entries were redebited immediately
after balance?—1 did not know.

Do you know now?—I know from what has been reported. That is one question on which the officers
concerned should be asked; | do not know anything about it.

Continuing, witness said that in 1893 a J. G. Ward grain account was opened, which represented
transactions in grain by the association. The instruction a were that the association were to enter on no
speculations which would involve aloss. It was true that all profits were to go to the association and all losses
were to be he me by himself. His recollection of the matter was that the directors clearly understood the
position of affairs, although there may not be any reference to it in the minutes, On the balance day the grain
account showed a debit of £6617, and that sum was paid by him (witness). He did not know at this time that he
was awere then of this debit in the grain account. He could not tell whether he had taken upon his own
shoulders an; other losses in connection with the grain account. He did not know of any other losses, hut if he
had been told of them at the time he certainly would know.

Mr Solomon: Do you know how many losses you took over?

Witness: | know there was a debit of £55,000 standing to me.

Y ou cannot tell me whether any other losses in grain were debited to you | have already answered that.

When you took those losses over in the year 1895 and they were debited to your account?—I cannot tell
that. Whatever was drawn was shown in the books.

Give me an answer?—On June 29, 1894, an amount of £6997 7s 7d to grain account appears here (referring
to ledger) astransferred to produce account, folio 161. | see under the head of "J. G. Ward grain account” there
isatransfer someone hasfilled in there: "Produce account, 161," in lead pencil. | do not think that produce
account is an entry made by the Ward Farmers' Association at all.

Do you really think that is not carried forward to produce account?—If the item isthan | shall be glad to
refer toit.

In the balance sheet of 1894 that account would stand to your debit; the J. G. Ward grain account is debited
to that extent?—No; that is not so. In the book on June 29, 1894, the amount is £6997 7s 7d.

What was your position in June, 1894—that is, 1895?—There was a balance of £6617 6s 1d.

That is adebit balance?—Yes.

Show me the produce account for 1895 | want to draw your attention to the evident given before the court
before. Speaking of the account, Mr Y oung asked you: "What position did you take up with regard to that
account and with regard to shipments? "In reply to that you said: "I took over the looses. | was advised to do
this, and | agreed to take over the losses." How can it be, if those losses are yours originally, that in 1895 you
took them over, that you were advised to do so, and agreed to do it?—I cannot specifically deal with the actual
words you read, but | undertook to provide for those losses.

How do you explain that?—I cannot explain printed reports. . . . So far as | understand the losses would be
debited by me, and this amount of £7000 was charged to me and paid for by me.

Show me thisitem carried forward—"Produce account” (referring to the account as stated in the books). If
this was provided for, will you explain to me how it is carried forward to the association account, and not to
your own account?—I say | paid that account. It is perfectly uselessto ask me about detailsin the books. | say |
paid that account.



If that was your debt to the association was it a proper thing to include it in that account?—I cannot tell you
that, All 1 know isthat | paid it.

That item is the association's account, isit not?—It is entered so in the general journal so far as| can see.

| ask you to turn to that produce account That was the account of the association's dealingsin grain, was it
not?—yYes; | understand so.

An account with which you personally had nothing to do?—That is so, so far as| know.

In reply to further questions, witness said he could not explain how it was that the losses were carried
forward to the association account and not to his own account. He, however, paid the account. He could not tell
whether on the debit side of the produce account appeared the stock purchased for that account by the
association. It depended altogether on what the produce account was. He can is only give an opinion, and so far
as he was concerned he was there to give facts. Those responsible for keeping the books must give the
information desired. It was not the fact that the Bluff store account from 1894 to 1895 showed outgoings £1309
18s 3d, and earning only 10s 8d. That was quite absurd The debit of wages was transferred to some other
account, but he could net tell what. Again he said that those responsible for keeping the books must give the
details; he could not do so, According to the books now shown it appeared that the expenditure on the Bluff
store account that year was £1309 18s 3d, and the receipts 10s 8d, but he knew that that was not so. It was not
the fact that there had been aloss on that store account that year. The detailed explanations of the items must be
given by those responsible for the bookkeeping. Asto the £6217 15s, he was virtually asked to giro answers
respecting an account which must be carried forward and focussed somewhere el se.

Mr Solomon: Cannot you see that the result of carrying that £1000 from the debit of the produce account
towards that account, makes it appear an if there were assets in the year to the extent of £1000, whereas there
were no assets?—I| should not say that, but | should say at once that that is probably the worst possible
construction that could be put upon it.

What is the meaning of carrying that sum of £1000 out of that account to the debit of profit and loss?>—My
reply isthat the information must be given by those who kept the books, Everybody who knows anything of
bookkeeping most recognise that there may be an account under a particular head of a Ledger which requiresto
be divided up and charged or credited to other accounts, and it is only those who are responsible for the details
who know what account is fairly and equitably entitled to its respective amount. Y ou are picking out an item in
a particular account of which I know nothing, and then you ask me if a certain thing should not have been
done?

Witness continued; Whether or not the result of the entry would be to swell the assets would depend
entirely upon whether or not it was the proper thing to distribute the £1000 in the way the accountants had
done, and that was information be could not give. The £1500 debited to Mr Ward in balance 1st of July, 1895
asrent, appeared in the book produced as reversed. He did not remember anything about it.

Mr Solomon: Does not that mean that you were entitled to receive from the association [unclear: y]way of
tent and salary a sum of money with which you had previously been credited every year, and which you were
credited with every year by the association?—Where has it been credited?

Y ou were entitled to receive from the association certain salaries and rents which you [unclear: wre]
credited with year by year>—Which | ought to have been credited with.

Witness continued: He saw by the [unclear: boks| that he was credited with £1500 for rent [unclear: ad]
salary. He was credited with that sum on [unclear: he] 29th June, just before the balance, and on [unclear: te]
same day he was debited with a similar sum, but he could not say that the two items refered to the same
amount. Whoever was responsible for the entry would explain it. Witness id not know about it, and he could
not undertake to explain a matter about which he know nothing.

Mr Solomon; It means, does it not, that you are credited with money that you are entiled to receive? Hereis
your own salary, £50; rent of Gore stores, £250; and rent of Invercargill stores, £750,—£1500 in all. Isthere
any reason why you should be debited with that again?—I see there is an entry of £1500 reversed, and an entry
of £1500, salery and teat received, and | do not know that they are the same.

My point isthis, Mr Ward: Whatever elsit means, it shows on the one baud that on received £1500 and on
the other that you pid £1500, whether it is the same or not.

His Honor: The books appear to show that.

Mr Solomon: Now, Mr Ward, | will ask on to look at that sum of £1500 in the joural. It is carried forward
to the debit of the gods account?—I cannot tell you, because | do not know.

Is not this the net result; If you had not been debited with the £1500 the profit: of he Ward Parmers
Association for that year world have been £1500 less than it was after you were debited with it?—I cannot help
you that. It depends on what the entries are for, as | cannot explain the entries to you, because | do not know
what they arefor.

Isit not clear that your salary and rent were forgone by you that year, and that the amount isput in asa



profit for the year?—I have already said that as | do not know the detits, and as | do not know why the entries
were made, | cannot give you an explanation.

Cannot you say what the effect is2—Goe-rally speaking. | should say that if an account is debited with
£1500 and credited with he same amount, and if the person who ough to have got the amount did not get it,
something else gets the credit of It; but | do not know that that is done here.

Y ou cannot say that the result of the debit is that the association made as a profit £1500 more than it would
have made if the entry had not been put in the books?—That is a statement made by you.

But isit not correct?—I do not sayit is correct, because | do not know. As a matter of fact, that year was a
good one. The profits on merchandise were £5541 8s 8d, on commit too and storage £6217 15s, and on
discount and interest £612 10a 5d, and the net profit was £6516 5s 3d. Even if your assumption was
right—which | do not admit—and you take away the £1500 it would still leave £5000.

Mr Solomon asked whether it was not a fact that this was only shown as a profit by taking credit for the
items "Profit on merchandise" and "Produce sold" and treating them as an asset, whereas they were not an
assets.

Witness said that that was an assumption which the records of the association did not bear out. He bad
already said that he did not know, with respect to the £1500, whether the position was as Mr Solomon had
indicated, but as a matter of fact the detailed goods account was available. There were in his possession detailed
statements of every account in the association's business as focussed in the balance sheet, and they would show
that the position was not as indicated in the liquidator's report, He (witness) would have been willing to hand
that information to the liquidator if asked for it. Probably many of the incorrect statements in that report were
owing to the faulty information supplied to the liquidator. He (witness) and others had been practically charged
with al sorts of things in connection with this matter, and he thought he should have an opportunity of dealing
in detail with the liquidator's report. On the questions asked he had not been able to gat out the facts.

His Honor said that of course Mr Ward would have an opportunity of contradicting anything he took
exception to in the report.

Mr Solomon asked how the item "£5541 profit on goods' in that year was made up.

Witness replied that if details were wanted it meant going through the records of 12 months work and
taking out the items, and he could not do that.

Mr Solomon asked whether it was not inevitable that in order to arrive at a profit in the balance sheet this
£1500 which was placed to the debit of the goods account must dome in as showing part of the profit.

Witness said that that brought them back to the three entries in August, concerning which he hid already
said he could give no explanation. That explanation must be got from witnesses who could give it. The item of
£2209 11s 5d carried forward included the item of £1500 that was carried forward in the stock account to show
aprofit.

Mr Solomon: Isit not inevitable that if that £1500 was not there the profit on goods for that year would
have been £1500 less ?

Witness: Of courseit followsthat if there is £1500 less there would be £1500 less, but | do not agree with
you that it isthe £1500 you state.

We will show you where the ledger account is carried forward to the journal.—How can that make any
difference? What is the use putting a question 20 timesin 20 different ways? | can only tell you that | do not
know anything about it. Upon the detailsin the books, of which | know nothing, | can give you no information.

Can you or can you not say that, by reason of the £1500 charged against you, the gross profits of the goods
account were increased by £15007—In the absence of the information 1 should have about the details 1 cannot
giveyou "yes' or "no."

What information do you want about this item?—The officers responsible for adjusting the accounts, and
who are familiar with the books, ought to give you the information you want. 1 cannot.

Examination continued; Witness said that when the balance sheets were submitted to him he took no steps
to verify the figures. He had every confidence in Mr Fisher, Mr Hannah, and Mr Anderson, and accepted
implicitly what they placed before him, and he trusted them implicitly still. When be signed the balance sheet
he had the profit and loss account before him, but no detailed infor to wasin his possession. He was [unclear: a
b] surathat be read the balance sheets before signing them. He had no recollection of so doing, hot in the
ordinary course of events he must have read them, although he could not say positively that he had done so, At
balance times he thought it was likely he would have known within in reasonable amount what was the abate of
his own account.

Mr Solomon: It was about. $21,000. Did you know on the day of the 1894 balance what you owed the
association?—I think it is very probable | knew within a reasonable mount.

Can you not say that you did know?—I can't say 1 did not know, and | can't say | did know.

As amatter of fact you must have known that at that time you owed over £40,000?7—I cannot tell you that 1



knew the amount at that time.

Y ou knew in 1894 that Mr Birch had made application for your account to be reduced by £40 000 for the
purpose of the balance sheet?—That is so.

Y ou must have known, then, in 1894 that your account was over £40,000?—That would be the assumption.

Now | want you to refer to the 1893 balance sheet, Take the association's drafts against shippers—Yes.

Mr Solomon: There you charge yourself on one side, Mr Ward—and, we say, very properly,—with the
amount that you owe—that has been drawn against shipments.

Witness: Yes, £32,692.

Y ou take credit for £49,000 for the corresponding amount. Y ou take as an asset for the money owing to you
the goods assigned, and you debit yourself with aliability for the amount received. That is the proper thing to
do. Y ou see the effect, don't you, Mr Ward?—I Cannot tell you from the face of the balance sheet what was
done with regard to those two items.

Y ou know that there was a corresponding asset for the liability—that liability of £32,000. The liability
meant the advances you received on goods. The assets were the goods themselves, or the book debts owing
from the farmers to you for advances made on those goods. That must be so. It is obvious?>—That isthe
inference, but | cannot say that it in so specificaly.

| say that thisis a perfectly proper thing to do—to put it in that way—and that you did thisin 1893 and
1894 and stopped doing it in 1895. Now, the balance sheet upon which | wish to examine you most closely is
the 1895 balance sheet, and | am drawing your attention to what was done in the 1893 balance sheet.—These
are shown in the '93 balance sheet in thisway and not in the '95 one. That is so.

The next thing isin the '93 balance sheet you show "bills under discount,” £12,000 odd?—That is so.

The corresponding item against that is "bills receivable," £13,0007—Y es.

That means that you charge as a liability the amount you receive from the bank as discount for these hills,
and you charge as an asset the bills themselves?—Y es; the bills discounted are set out as a liability, and those
receivable are set out as an asset.

The result of that transaction is to show how many bills you have got?—It shows the number of them.

And the result of the transaction is to show the amount of advances you have got an against
shipments?—Y es—that is, whereit is shown so.

Of course, in each of those cases the effect isthis; that on the liability side of the balance sheet you have
got an actual debt which you have got to pay. In the case of the consignments you have got to pay the persons
from whom you received the goods; and in the case of the bills you have to pay the bank, On the other side, you
have the possible amount that the goods will realise, and the possible amount that the bills will realise?—I
suppose the one is set off against the other.

Only that your debt is certain and your liability is certain, but your asset is uncertain?—That isthe casein
nearly every ordinary business.

That is the reason why you should set out in your balance sheet the amount of bills under discount, so that
the shareholders might have an idea of the extent of 'he business you do?—It was set out in the first and second
balance sheets, but not in the third.

And the drafts against shipments in the same way assume that is so.

Y ou notice in the 1893 balance sheet, and al through, you have got; on your liability side £15,000 on
paid-up shares. That you received, And as against that you have £15,000 goodwill account?—That is not so. It
appears as aliability in the 1893 balance sheet, but is not carried out.

It is put on and then taken off again. Now, Mr Ward, you know—don't you?—that thisis not a good item to
have in a balance sheet: "Goodwill"? It shows that you have parted with your money, and all the assets you
have got for it isthisitem; "Goodwill."—I don't see why it should not be in the balance sheet at all, | don't
know anything against it.

Do you think it isagood item to have in a balance sheet?—It isavery usual thing.

| want to point this out: that in what ought to be done. The shareholders ought to know that they have
parted with so many shares, which are aliability, and that what you have got for those shares is an asset which
consists of goodwill. That ought to be shown in the balance sheet, ought it not?—I think it ought to be.

Witness, dealing next with the balance sheet of the Farmers' Association for 1894, said he purchased
between 1893 and 1894 the business of Carswell and. Co., for which he £9004 for the stock (as per valuation)
and £5000 for the goodwill, for which Carswell received 1004 fully paid-up shares in the association, Cars well
and his friends agreeing to take up [unclear: 104] shares.

Was that a good purchase?—No.

As amatter of fact, it was avery bad purchase?—It was.

| think that we can fairly say that it was as the instigation of the Colonial Bank that you took the business
over?—That was so.



In consequence of your indebtedness to the Colonial Bank you were practically forced to take over that
business>—No, | should not like to say that. It was represented as being a good business and a parable one,
with which there was a large clientele, and that the probabilities were that competition on the same lines as our
own concern would be started by Carswell and Co. in the shape of a pro pre-prietary business.

Witness continued: That representation was made by Mr Watson, the bank's inspector. That £10,000 was
treated as a special account. His recollection was that it was to be treated as an entirely independent account,
the bank undertaking to provide separate finance for it, In the balance sheet of 1894 the specia overdraft was
done away with, and the bank book abill for £9636. During the same year they purchased another
business—the United Farmers Association.

Mr Solomon: Look at your balance sheet and tell meif there in any word there at all to show the
shareholders the terms of the purchase of Carswell's business>—No, there is not; there was no money paid for
Carswell's business.

Witness continued: No money was paid for the goodwill of Carswell's business, bet £5000 worth of shares
were given. It would he best to read the agreement with Carswell and Co., and then to explain it. The agreement
was as follows.—

Memorandum of agreement made and entered into this 11th day of May, 1883, between the J. G. Ward
Farmers Association of New Zealand (Limited) hereafter called the said association) of the one part, and Hugh
Carawell, both for himself and the firm of H. Carswell and Co., and assigns of the other part (hereinafter called
the said firm), witnesseth that it is hereby agreed by end between the said parties as follows.—1st, That on the
1st of July, 1893, the said association shall purchase and the said H. Carawell shall sell to the said association
the goodwill and current business of the said firm with the transfer of all agencies where possible (which
agencies the said H. Carswell undertakes to do his best to transfer) for and at the price of one thousand fully
paid-up shares of are pounds each in the said association, said sharesto rank in all respects equal to the ordinary
shares of the said Association. 2nd. That the said association shall purchase and the said firm shall sell to the
said association al stocks of the said firm, comprising seeds, manures, corn sacks, and general merchandise,
including oats (the latter to be taken over at valuation at the option of the association after Mr Carswell has
submitted list of prices, qualities, and quantities within three days from date hereof) for cash value of same to
be agreed upon between the parties hereto; and failing such agreement as to values being arrived at a evaluator
to be appointed by each party, and In the event of their disagreeing the said. association to appoint an umpire,
whose decision shall be mutually binding on both parties, 3rd, That the said association agrees to take over all
approved advance accounts in the books of the said firm, paying cash therefor, both as regards principal and
interest due. 4th. The said association agrees, at the option of the said H. Carswell (such option to be exercised
by him and his decision given on or before the 20th of day, 1893), that he be received into the service of the
said association (on the same conditions as other employees of the association) at a salary of £300 per annum:
and the said H, Carswell agrees that in the event of his not entering the service of the said association he will
neverthel ess support them with al loyalty, and elected to the position of a director to the [unclear: €]
association he will act in that capacity at [unclear: t] same remuneration as shall be paid [unclear: to] ordinary
director of the said association. [unclear: 5] The said H. Carswell shall not for the [unclear: space| seven years
from the 1st day of July, 1893—unclear: that] to say, until the 1st day of July, 1900,—enter [unclear: ]
businessin Southland either singly, [unclear: jointly] otherwise, in competition with the said [unclear: assoc|
tion, except as regards aland agent, or the [unclear: final necessary for the sals or purchase of such [unclear:
lands| connection with the said land agency, [unclear: or] regards conducting such agencies or other [unclear:
ent] prises as the said association shall permit [unclear: him.] writing to do. That the said H. Carswell [unclear:
sh| subscribe for himself or procure from third [unclear: party] applications for at least 100 ordinary shares
[unclear: in t] said association, and will endeavour to [unclear: obu] shares for the said association from his
[unclear: frien] the remuneration to Mr Carswell to be [unclear: hal] crown per alotted share so obtained
[unclear: through] by him. 6th. In further consideration [unclear: for] goodwill paid to him Mr H. Carswell to
[unclear: Influe] all business he can to this association, only [unclear: d] ing the currency of this agreement.
The [unclear: penal] for non-performance of this agreement [unclear: to] £5000 sterling. It is farther mutually
[unclear: ag] that no disclosure of the existence of this [unclear: ag] ment isto be made until the consent of Mr
[unclear: J| Ward isfirst given.

J. G. WARD,
Managing Director
H. CARSWELL.
11th May, 1893.

Signed on behalf of the J. G. Ward [unclear: Farme] Association of New Zealand (Limited) [unclear: in]



presence of, and the common seal of same [unclear: w] affixed in the presence of J. Fisher, [unclear: Compal
Manager, Invercargill.
Signed by the said Hugh Carswell in the [unclear: presess| of A. A. Birch, bank manager, Invercargill.
There was also a further [unclear: agreement,] follows.—

Invercargill,
May 11, 1893

In connection with the attached [unclear: agreements| this day's date between Mr H. Carewell [unclear:
and] J. G. Ward Farmers Association, it is|[unclear: further] agreed that the said association isto [unclear:
accept| position Mr Carswell now holds under [unclear: agreem| between him and Mr William [unclear:
Cruickshanks| the purchase of twine. It is understood that [unclear: th] agreement isfor 12 months from date of
[unclear: sal with the option of continuing for three years. [unclear: T| foregoing is subject to Mr
Cruickshanks' [unclear: conse|

J. G. WARD,
Managing Director.
H. CARSWELL.

Invercargill.
May 11.

It Isunderstood, as arranged verbally [unclear: with] Watson, none of the shares paid for Mr [unclear:
Carswe| business are to be put upon the market for [unclear: t] yearsfrom the 1st July, 1893, and that the
[unclear: J] Ward Association have the right to [unclear: substity] cash for such shares should they (the J.G
[unclear: || Association) prefer to do so.—Signed by [unclear: J| Ward, H. Carswell, and witnessed [unclear:
by]| Fishrr.

Witness continued: The agreement came [unclear: in] effect on the 1st of July. but the result was [unclear:
v| different from what had been anticipated,|unclear: as| it promptly became a subject of [unclear: negotiation|
ancel the 5000 shares—and, as a matter of act, he himself paid £1100 cash for the cancellation of these shares.
The negotiation for the cancellation of these shares were proceeding prior to the telegram of the 20th October,
1894, and he was [unclear: usrtain| he would get the shares cancelled. The telegram was as
follows.—"Telegram received from Hon. J. G. Ward, Wellington, advising that he had arranged with the
Colonia Bank of New Zealand to cancel Mr Carswell's shares absolutely without consideration "What was
meant by that was without cost to the company, as he had said, be had himself paid for the cancellation of the
shares.

Mr Solomon: Now, | want to ask you, Mr Ward, whether you noticed yourself in the balance sheet of 1894
that the item did not appear, and whether it is, as you say, that you consented to the item not appearing because
you felt satisfied that the shares would be ultimately cancelled ?

Witness: We determined that the business was other than we believed it would be, and that the cancellation
of the shares was a certainty.

So far as the £5000 was concerned you determined, after consideration, | suppose, not to put the item
in?—1 knew that the cancellation of the shares would take place, and the only question was what | was to pay
for it.

Y ou intentionally—it may be with a perfectly proper object and motive—omitted to put the item in?>—The
item was not put in because | knew we could not carry out the agreement.

I want to know where that matter was diseased and with whom—the propriety of putting in that item of
£5000?—Mr Fisher and | discussed it, and we came to the conclusion that—1 do not think it was done
intentionally—the business had turned out quite differently from what it had been represented, and we
determined that the agreement must not be carried out.

Did it not occur to you, seeing that this was a bad purchase, whatever you might think of it, that you were
purposely stating—I do not Say with abad object—purposely concealing—again let me impress upon you that
it might be perfectly justifiable—the true state of the Farmers Association's affairs by omitting thin item?—No,
| do not agree with that at all. Asamatter of fact | felt determined that the shares should be cancelled,—and |
undertook myself to pay for their cancellation.

Why did you not tell the shareholders that?>—My answer to that in that if the whole of the details of a



business are to be discussed at a shareholders' meeting no company could carry on business.

Y ou cannot call this adetail. Y ou parted with £5000 worth of shares for Carswell's goodwill>—Which |
knew would have to be cancelled, It was merely a question of how much to pay for the cancellation, which 1
undertook to pay myself.

But anything might have happened, Mr Ward; you might have died. Why did you not tell them of the fact
that you had paid away this amount of money for a business, but that it was not the business you thought it was,
and that you were going to get the shares cancelled?—My answer to that is, assuming 1 had done that, it has to
be remembered that the association had the greater portion of these accountsin its business, and if 1 had gone
and announced publicly such a statement it is not too much to suppose that, so far as the business of the
association is concerned, it would have done it considerable injury.

Y ou purposely concealed the true state of affairs because you thought that to publish the true state of affairs
would have done the association harm?—That is not so.

Isthat not so?—No. | say that from the start of the business it was such that it could not be carried out, and
1 paid £1100 out of my own account to Cancel the shares.

From which account?—I paid £1100 out of my own account—there was no Farmers' Association about it, |
paid £1100 cash for the cancellation of the shares.

From your own account in the Colonial Bank?—I have said, from my own account.

Which account?—My account in the Colonial Bank—my account which was supported by my ordinary
securities.

Then you say you deliberately concealed——I have not said that.

Y ou deliberately concealed the condition of the company at balancing day?— have not said that.

The position of the company at balancing day was that it bad parted with £5000 worth of shares and had as
the result the goodwill of Carswell's business?—I have told you that after the business was acquired it turned
out differently from what it bad been represented, and | undertook to get a cancellation of the shares, and | paid
for that; and 1 think that under the circumstances it was far and away the best thing to do.

What | want to get at is that nothing was said about the purchase of the businessin any way in the balance
sheet or the report the item of goodwill is kept out, and nothing it said about the purchase at all >—Pardon me.
An advertisement was put in the Southland papers at my instigation. 1 cannot give the exact date. | can give
you near it, and | will have the date verified, | sent this letter from Wellington to Mr Carswell on the 3rd July,
1893:—"Y ours of the 26th inst., enclosing public notice, duly received, and | note contents of same 1 would
suggest you leave out the words in the advertisement, 'and such other agencies as may be arranged with the
above association,’ 1 think if you read the advertisement again you will find it is better to leave this out. The
fact of doing so, of course, does not in any way affect the arrangement made. However, it is a point upon which
you can please yourself. Kindly see Mr Fisher in order to fix the date for issuing the advertisement.”

But again | say, Mr Ward, no mention was made by you to the shareholders or the public of the terms of the
purchase of Carswells business, and the fact of putting in thin item "Bills accepted."—Before we met as
shareholders again that arrangement bad been terminated, because the shares had been cancelled and paid for.
The arrangement was to take effect from the 23rd July, 1893, and as a matter of fact after that date | paid £1100
for the cancellation of the 5000 shares, and when we met the sharehol ders next time these shares did not exist.

In 18947—When we met our sharehol ders between 30th June, 1894, and 1895.

Mr Solomon: When you met your shareholders in 1894 those shares did exist.

Mr Chapman: No; that is not so. The shares were cancelled on the 20th September, 1894. and the meeting
was on the 27th October, 1894; so that Mr Ward is right in saying that when he met the shareholders those
shares did not exist.

Mr Solomon: But when the balance sheet was made up those shares did exist.

Mr Chapman: the date on the printed balance sheet is 12 days before the date of the meeting, and it went
out sometime between that and the 27th October.

Mr Solomon: And the balance was made up to the 30th June. But there is nothing, Mr Ward, to show to
your shareholders the amount of money paid for stocking this business?

Mr Cooper: Thereisthe draft.

Witness : In abusiness such as thisthere is no necessity for such athing as indicating to shareholders what
the amount of any purchase of that kind is.

Mr Solomon: When you purchased a business that turned out badly, it was the proper thing, wasit not, to
tell the shareholders how much money you had parted with?—As a matter of fact, the business was of the same
class on which we were already engaged, and there was nothing unusual about it. Before that the association
had bought a business worth several thousand pounds, and such a fact was never mentioned to the shareholders.

At anyrate, then, the fact is that go intimation of any sort was conveyed to the shareholders of the nature of
the purchase?



His Honor: the shareholders knew that there had been a purchase, and if they bad wanted information they
could have asked for it. The only suggestion of concealment that | can see is the omission in the balance sheet
to put in the shares which they had given for the goodwill, but they do not take credit for the goodwill among
their assets, and Mr Ward [unclear: as| that at the time the balance sheet was put [unclear: fo] ward be bad
made up his mind, and had [unclear: pm]| tically arranged, that the shares would be [unclear: ex] celled. There
does not seem to be very [unclear: [unclear: ag|] init.

Mr Chapman: If they had been enters there should be some undefined claim again Carswell on the other
side.

Mr Solomon: That may be so. Your [unclear: hon| it isof course, as much my businessto get [unclear: &
explanation which exculpates Mr Ward as|unclear: al get one which incul pates him.

His Honor: Quite so.

Mr Solomon: Now, Mr Ward, in this balance sheet you still adopt the plan of chargin amongst your
liahilities bills under discount as as assets bills receivable?—Yes.

Did you take any steps to inquire before the balance sheet was issued bow many bills had [unclear: be]
passed to the past due bill account—had [unclear: be] dishonoured?—No. My answer isthat | [unclear: d] with
the balance sheet as it was placed before me.

Quite so. Did you make any inquiries [unclear: ab] it?—In abusiness such as that there would [unclear: h]
from time to time past due bills going [unclear: al probably every month, and if the management the
association, when a past due bill—a farmer bill particularly—was held as a past due bill had chosen to send for
the man and get a[unclear: red] tion the past due bills would largely [unclear: diminis| and the position of the
past due bills when the got into our hands—long before the association was put into liquidation—wav not only
[unclear: as| abnormal one but an unusual one, for the reason that the bank at a particular stage refused to
accept any renewals.

But isit not a proper thing to take out [unclear: d] the amount of bills receivable the past [unclear: to]bills?
Thereisadirect liability on those, [unclear: is| there not?—It depends on the circumstances.

But they cease, so far as the bank is concerned?—If the Farmers Association [unclear: held] £5000 of past
due debts on behalf of client who had security in the hands of the association in the shape of goods—say, grain
to be sold,-it isnot at all unusual for arenewal of apast due bill for the full amount to he given. If the
management knew they were good marks it would not become a liability.

Supposing they had not security?—And sup posing they had, if the mark was a good one what of it?

It amounts to this then; that you took out on the liability side of your balance sheet the direct debt you must
pay to the bank, and you treat on the other side these dishonoured bills as so many sovereigns, and put one
against the other?—In the balance sheet?

Y es,—I have never seen it done.

| ask you, isthat not the effect?—I reply again that it depends on the circumstances If you bad, | repeat, a
number of past doe hills, even without security, in respect to which the drawers were good, it is no reason why
they should be treated as you suggest.

His Honor: Are you referring to the balance sheet of 18947

Mr Salomon: Yes.

His Honor: | the bills under discount Amount to £33,000 odd. They would be a liability under one head or
Another.

Mr Solomon: | say that the shareholders are led to believe that they are bills under discount, whereas, as a
matter of fact, they are dishonoured bills. Our point isthat in 1894 the association held £2000 of dishonoured
bills, which appeared as current bills, and in 1895 £10,000, which appeared in the same way.—Witness: | have
conferred with Mr Anderson, the accountant of the association, and | understand that a past due bill is regarded
by the banks as a bill under discount.

It istreated by you as a bill under discount in your balance sheet?—So far as | understand, that is so, but |
am assured that that is done by the banks.

That may be so, but | want an explanation from you of this matter It is afact, Mr Ward, whether the
practice isright or wrong, that these dishonoured bills—£2000 in the year 1894—are not shown to the
shareholders?

His Honor: Not shown separately?

Mr Solomon: Not shown at all.

His Honor: They are included in bills under discount.

Witness: Mr Solomon said they were dishonoured, and | entirely disagree with him in that. They are not
dishonoured.

Mr Solomon: Not if they are past due bills>—Some of them, if looked at, would be found to be given
specifically against produce to come in it a particular date; and if the produce bad not come to hand the farmer



would have been seen on the matter and the bill renewed.

And if renewed, it would not be a past due bill?>—Pardon me, Mr Solomon; the question was on the point
of dishonour.

| am speaking about bills which were past due, and therefore must be dishonoured?—And my reply is that,
as his Honor baa stated, past due bills are regarded as bills under discount.

In your balance sheet?—If there are many there, that is so.

His Honor; A bill would be dishonoured if the association was under an obligation to renew it and did not
do so.

Mr Solomon: Then it would not be past due.

His Honor said be understood the practice to be that bills were drawn against produce, and in some cases
the produce was not sold, so that the bills were practically dishonoured.

Mr Solomon asked where withess's account appeared in the assets—under what heading?He referred to the
money Mr Ward owed the association. He was still speaking of the 1894 bal ance sheet?

Witness said that in the detailed statement furnished to him it appeared as"J. G. Ward's business account
£8368 5s 11d," and "J. G. grain account £6617." That was the detailed list of book-debts due to the association
at that date.

Examined further witness said that he could not say without looking at the papers what was the average
amount of the association's ordinary current account—the account, mostly farmers' accounts, probably owing to
the association. He could not answer without looking at the papers; but, referring to the papers, he found that in
1894 it amounted to £52,000 in round numbers, apportioned in the books of the association an "advances
£41700," and "book debts £10 300 "—round numbers in both cases. That Included witnesses's own account,
and also £1982 4s 2d due by the Hokonui Railway and Coal Company. This Last item would, he thought, he
included in the advances the list he was looking at was alist of current accounts. He could not tell whether there
was any List of the £30,000 owing. The amounts were set forth in the list he was speaking of, and he gave the
totals as they appeared. There was no detail of the £36,000 owed, or of the £10,000, The heads that made up the
figures were given, but there was no detail. The statement from which he was quoting was in Mr Anderson's
writing. He came back from England to the Colony in July, 1895, and it was very shortly After that that Mr
Fisher came to Wellington to see him. He did not know how long after his arrival it was, but it was either in
July or August. He thought it was on the occasion of Mr Fisher's first visit that he told him (witness) that he was
afraid losses Amounting to ££20,000 or £25,000 would have to be provided for.

Mr Solomon: Did Mr Fibber tell you that that |oss was the result of that year's operations of the
association?—I do not know what he did say. | understood that it was the result of depreciation in the values of
produce and that the losses had accrued by debits on grain, purchases, and the general depreciation of business.

Do 1 understand you to say that the business was from £20,000 to £25,000 worse off than it was the year
before?—The balance sheet the year before anticipated no losses at all.

He gave you to understand the losses had accrued in the interval ?—I should not like to say that. It may
have been as the result of an examination extending over afew years.

Hetold you that the losses not ascertained before were from £20,000 to £25,000, and would have to be
provided for to put the association straight?—Y es.

And | think you have said that as aresult of that you thought it necessary to tell the bank to make an
investigation?—What | did was to report to the general manager of the bank, and | suggested that someone
should be sent down to look into the position of the business.

Examination continued: If the losses had not exceeded £25,000 he would not have looked upon it as
serious. He realised that the whole position of affairs was serious. As a matter of fact, he knew now that what
he should have done was to retire from all his other positions and devote himself to his own business affairs. He
believed at the time that he could take liability for £25,000 upon himself. He did not then know there was to be
a permanent liability of £65,000. He knew that there were 3000 people attached to the business, and that they
could have provided for the whole amount within a reasonable time.

Mr Solomon: Y our position was £7000 worse in 1895 than it was in 1894. At that time you owed the
association £47,000, and with the £7000 on the grain account you only owed it £54,000 in 18957—It isavery
easy matter to look back upon it now, but the year before that he did not know that his debit was going to
remain or accrue into losses at all. | believed that there were things passing through that account which would
come to my credit. | did not know that a permanent debt of £40,000 bad arisen upon my shoulders.

Mr Solomon: Y ou knew in 1894 that you owed the association £47,000.

Witness: But | did not know that it was going to be converted into practically what it was afterwards—a
fixed debt.

What of that £47,000 was not afixed debt?>—As a matter of fact, the details of that £47,000 | was not
familiar with.



Do you not know that that £47,000 included sales in grain?—I have told you | did not know what it
included.

Your position, | take it from you, is that although you knew you owed the association £47,000, you did not
know it was your own debt?—I did not say that there was not a debt. Y ou are twisting it. 1 did not say that, and
you have no business to say it.

What did you say?—I said that | did not know the year preceding what the amount which was at my debit
was, but it turned out finally to be turned into afixed debt. | was not familiar with the details of that account. |
say that, and that there were fluctuating items in it—grain operations and shipping items—which 1 thought
would have reduced the amount materially. Asit turned out, 1 was mistaken.

Y ou did not know your own petition?—I knew my own position outside of that account.

What position was there outside of that account?—That was not the whole of my indebtedness, and it was
not the whole of my responsibility. | had an amount of £16,000 against 16,000 of Nelson's shares, and [unclear:
£25,0] against 25,000 Ocean Beach shared.

It was atrade fluctuating account?—Y es, was a trade account on the books of the [unclear: ws| Farmers
Association.

Y ou knew when you left New Zealand [unclear: th] the association owed the Colonial Bank [unclear: or]
£40,000?—Whatever the debit was at that [unclear: it] | knew.

Y ou knew that £40,000 was proposed to drawn in reduction of your overdraft at [unclear: t| 1894 balance.
Therefore it must have been [unclear: w] £40,000?—Y ou are talking about my person account.

| am speaking of the overdraft of the [unclear: ass| tion at the bank.—I cannot tell you what [unclear: th]
was. If you will tell me | will try and sun you.

It was £43,000 so far m | can get it. [unclear: walwas it shown in the balance sheet at? £26,000 and
£35,000.

£61,0007—Y es, the two items, £61,000.

And your indebtedness to the association 1894 was £43,000, Now, when you came to the colony, Mr Ward,
Mr Fisher told [unclear: |] that losses to the extent of £20,000 or [unclear: £30,0] had been made. In the first
place 1 want know how it is under those circumstances [unclear: alalowed a balance sheet to be issued shown
aprofit of £5000 or £6000, and says nothing about this loss?>—Because profits [unclear: wal made.

What about the losses?—I have told [unclear: y] already | had undertaken to provide for the losses. If
losses were made from £20,000 £25,000, | undertook the responsibility of the It turned out to be £55,000, and |
understood though without intending it, to provide for this

Y ou provided for them by the bank [unclear: which] them out?—I provided for them in a perfect bona fide
way. The £55,000 was paid so far the association was concerned.

In the balance sheet of 1895 appears [unclear: th] item as aliability: "Bank account,” [unclear: £11] You
saw that, | suppose Yes.

Knowing, asyou did, when you left [unclear: ne|] Zealand in 1894, that the overdraft at [unclear: ]
Colonia Bank was £60,000, how could [unclear: y] possibly allow a balance sheet to go out at [unclear: th]
time which showed that the overdraft was [unclear: of] £1100? Did you not know, Mr Ward, [unclear: th] that
would not be correct?>—Well, | dealt [unclear: wt] that balance sheet as it was placed before [unclear: in] |
knew that this did occur. | knew the the £30,000 had been provided for, and the the bank had taken a draft upon
John [unclear: Con| and Co., of London. When | knew that | [unclear: gr] instructions that the draft was not to
[unclear: w]| forward.

Witness continued: There had been [unclear: £40,0] worth of debenturesissued in the intern In addition
there was a draft for £30,000 [unclear: a] Connell and Co., which he stopped from [unclear: go] forward and
from being paid by the association He believed that that balance sheet, as placed before him, was right.

Do | understand you to say that you were led to the conclusion that that £1185 was the true amount of your
indebtedness to the back, without giving credit for the £30,000 draft>—1 have already said, in addition to the
debentures, because | could not give you aright answer otherwise.

Do you think that that shows the correct debit balance with the bank, when the bank took credit amongst
other things for this £30,000 draft?—I know that | gave instruction that it was not to come back to the
association.

What do you mean by saying: "It was not to come back to the association?'—It was to be repaid by the
association by way of overdraft, 1 know that, in the first instance, when | found that the draft was not drawn in
terms of the latter of credit 1 stopped that draft from going forward. In addition to that, | told Mr Fisher that that
draft was not to be repaid by the association.

According to the balance sheet, it is plain that the draft having been pat to the credit of the association it
must also go as a debit to the person on whom it is draws. |Is not that no?—yes.

Why does that not appear in this balance sheet?—But that went out of the balance sheet.



But it did not>—Yeait did, What T state, and 1 do so distinctly, isthat when 1 knew of this draft of
£30,000 on Connell and Co. | stopped it from going forward. In addition, | declined to alow it to come back to
the association, which is true; consequently it had no right to appear there.

What made you think, knowing that the bank overdraft was over £60,000 in 1894, that it could get as low
down as £1185 in 1895?—I have already told you that £40,000 worth of debentures were issued. That brings it
back to £20,000, does it not?

Don't you know that the £40,000 worth of debentures appears as a special item?—But that reduced the
overdraft of £60,000 by £40,000.

Even then, where did you think the £20,000 had gone to?—If you ware to ask me this question: If |
consider that £1180 is the right amount to appear in the balance sheet? then 1 say that | did so consider at the
time, because 1 knew that the overdraft had at the time been reduced amongst other things by £70,000 odd.

That is by the £40,000 of debentures and the £30,000 draft>—Which was retired afterwards.

Do you not know that the £30,000 draft must appear as a debit, but does not so appear?—I knew that it did
not appear, but | don't think it ought to so appear. | say that the asset and liability both disappeared from the
balance sheet.

But they don't, for you take credit for the £30,000 in your overdraft?—I| understood that the asset
disappeared. As amatter of fact, the £30,000 was supposed to be against grain. | contend that both the asset and
liability went out.

But does it not follow that if you want to take out the £30,000 as a debt you must raise your bank overdraft
by £30,000?—If you had an overdraft for £30,000 and the bank bought a foreign bill from you for £30,000,
your overdraft would go down by that amount.

Then it amountsto this: Y ou owed the bank, if you are right, £31,000. | asked you how you signed this
bal ance sheet, which showed your indebtedness to the bank to be only £1100, and you reply that you did so
because you know that £30,000 had been paid into the bank?—I knew that £30,000 had been taken completely
out of the bank under the letter of credit of Connell and Co. As a matter of fact, that draft for £30,000 never
went against the Farmers' Association.

But it went in as a paper item?—it did not go in as a paper item. It went out in the first instance as a British
bill. In the ordinary course of business it would have come forward and been paid by the people at the other
end, but | stopped it.

Do you not know now that the two entries ought to have been simultaneous—crediting the bank with the
amount and debiting Connell and Co; then, when your draft wan not presented, these; two items should have
both disappeared, and the overdraft would have gone up again by £30,0007—But | stopped that; consequently it
could not have gone up again. | stopped the draft being repaid by the association.

Y ou did not get the £30,000 from it, so that the position of affairs remained exactly as before?—That is not
so. The bank purchased the draft for £30,000, but it was held over, and did not go forward.

But it was placed to your credit, although held over?—Quite so. But | did not know it then. On my return to
the colony 1 did two things: | stopped the bill from going forward, and | declined alowing it being repaid by
the association. | did that because Mr Fisher told me in the interval that he expected to make losses of between
£20,000 and £25,000. | told the hank manager so at the same time | should have to provide for losses of
between £20,000 and £25,000, and | say it was covered by that £30,000.

Now | ask you again, Mr Ward: Y ou were told that things had gone bad, and that you would probably have
to take over aliability on your shoulders, How could you possibly sign this balance sheet for 1895, which
shows that the total amount of the assets due to this company, outside of bills receivable and stocks— the total
amount of debts owing to the association—was £44,0007—I understood it was £87,000.

Excluding stocks and bills receivable, the whole amount of the debts owing to the association—that is,
advances against produce and current accounts—in that balance sheet is £44,000, How could you possibly sign
such a balance sheet when you knew that you yourself owed the association more than that amount?—I did not
know it.

Y ou did not know that you owed more than £47,000?—I did not know it, and that istrue, | say | did not
know what you are now stating.

Did you think that item was correct and that the total amount of debts due to the association was
£44,0007—When?

When the balance sheet was signed F—Y ou were speaking just now of the year previous.

Y ou knew in 1894 that you owed the association £47,000, did you not?—I did not know | owed the
association £47,000, When you put the question before you stated the amount at £43,000 or £44,000, and | said
| probably owed that amount at the time, | said | believed that part of the debt was fluctuating, and from time to
time would probably be reduced and wiped out, but | did not thick that it was a permanent debt which was
likely to be put on my shoulders. | did not know that a debt of £55,000 was going to be put on my shoulders.



| ask you this, Mr Ward: Y ou did know in 1894 what your indebtedness was is the books Of the
association?—I would know what the debit at my account was.

Y ou knew that things had net gone well in the meantime, that losses had been sustained. | ask you, Mr
Ward, did you honestly believe that the total amount owing to the association in 1895 was £44,0007—I
believed the statements that were placed before me.

Y ou made no inquiries?—Pardon me. It was Stated to me that losses of £20,000 to £25,000 had been made,
| requested the bank to send some one to make an investigation and they did so. The result of that investigation
was to place against me a debit of £55,000. | took up that debit and | bona the responsibility of It. | believed
that in doing that | would save the association, and it would have saved it—

Y ou knew that in 1894, on the eve of the balance sheet, the items or £21,000 and £35,000 took place. Did it
never occur to you a transaction similar to that might have taken place?—As a matter of fact the debts went up
in one year from £21,000 to £35,000. There was no reason in a business of this kind why the account should not
have gone down another £25,000 in the next 12 months.

When you saw this amount of debts, "Current debts, £20,000" and "Advances against produce, £34,000,"
did you not say to Mr Fisher, "I must owe the association as [unclear: r] asthat myself "P—As a matter of
[unclear: fact] accepted the statement as planed before [unclear: me| | believed it to be right.

Did you read the balance sheet before [unclear: y| signed it?—I have very little doubt | [unclear: did] knew
that a change In the system of [unclear: shown| the discounts had taken place, and | knew [unclear: th] £40,000
of debts had been provided [unclear: for,] that made atremendous difference, | [unclear: did] know that the
amount of £55,000 was [unclear: stand| at my debit, and | believed that the [unclear: docume] before me were
right.

Y ou knew that on this side of the [unclear: balal sheet you must owe avery large amount [unclear: to]
association—that it was a certainty that [unclear: y] must owe avery large amount P—I knew [unclear: th]
there was a debit against me undoubtedly.

Y ou knew that it was avery large one? unclear: d] have answered already, and | cannot alter [unclear: it] |
will not alter it, that | did not [unclear: know] amount that was standing at my debit at [unclear: t] time.

His Honor: Mr Ward had this balance [unclear: sh] furnished to him. | understand there [unclear: were]
number of papers attached to it. Do [unclear: th] papers show anything? Y ou produce [unclear: s| papers which
Mr Fisher brought to [unclear: yon] Ward, with this balance sheet?>—Witness: [unclear: T| position was, that
the balance sheet and [unclear: pr] and loss account were brought to me. [unclear: T| whole of the detail
statements were the [unclear: wol ing up of the association, and they were [unclear: attact] to the balance sheet
on the return of the [unclear: doc|] ments

Mr Solomon: When you came back to | [unclear: ne| cargill, before you met the shareholders, did
[unclear: yo| not examine and see the condition of [unclear: yo] own account?—Witness: No, | did [unclear:
not] arrived in Invercargill in the morning or [unclear: aft] noon; J met the shareholders next morning,
[unclear: al left on the same afternoon. | admit now [unclear: that] was probably trying to do too much. |
[unclear: had] the time on my hands to do so.

Do you not know now that this balance [unclear: sh] does not put at al before the shareholder? [unclear:
th] position of the company?—I know now [unclear: that] the bills under discount and British bills [unclear: h]
been treated in the balance shett asin the [unclear: t] previous onesit does not do so. | was not [unclear: the at
the time that the system was [unclear: atered] was altered by the manager of the [unclear: association] on the
representation or accountants with [unclear: who| he was familiar. He believed it was a[unclear: rig] thing to
do, and | believe he has [unclear: authorities| and very good ones, too—showing that it [unclear: was| right
thing.

Does the balance sheet correctly state [unclear: th] bank overdraft at the time?—Asfar as| [unclear:
know| at thetimeit did.

But now?—I cannot tell you if it does [unclear: not|

Do you not know that £30,000 [unclear: indebtedu] to the bank on balancing day was [unclear: redebited?]
It was not redebited.

Never?—It never was redebited. | have said that before, and | am very roach surprised to find that some
people try to make oat that it is go. It is very well known—and | do act know how, with a knowledge of all the
circumstances, anyone can dispute it—that it was paid by a £30,000 cheque when the association was in credit
to the extent of £55,000, or something like that. It was paid and lifted when the association was in credit, and
the warrant which covered it was returned to me.

| see what you mean: It was paid as part of that £55,000?—That is not what you said. Y ou said it was
redebited to the association. Now you say you see what | mean. | mean what | said. | said that it was paid by
cheque for £30,000 when the association was in credit beyond that amount. It was lifted by payment cheque
when the association was in credit.



Does not that amount to precisely the name thing, although it was done in a different way?—That isthe
difference. The inference was that that £30,000 was redebited to the account of the Ward Farmers
Association?l say it never was.

But it was owing?—There is agreat difference between redebited and owing.

What it amountsto isthis, that the shareholders were led to believe that the overdraft of the bank was
£1000, the fact being that the association owed the bank £1000 and you owed the bank £31,000?—I have said
we did not owe the bank £31,000. | have made the explanation, whether | am right or wrong, that | believed 1
was able to undertake to make provision for the loss of the association and that £30,000 was transferred to me,
and | gave the manager specific instructions that he was not to allow that to be redebited to the association. If he
had allowed that to be done, the indebtedness of the association would have gone up £30,000, which as a matter
of fact it never did.

It may be—I do not seeit, but it seems to me, the position is clear?—The mistake | made was in taking the
responsibility of the whole thing, but | took it and | have suffered for it.

Y ou have suffered for it in a sense, but you have not paid the bill>—As a matter of fact, | think you will
find that the liquidators of the Colonial Bank have taken good care to claim for the £65,000, and on that to vote
against my getting my discharge from bankruptcy.

Was it not the fact that without this £55,000 you were perfectly insolvent It was not the fact.

Isit not the fact that, irrespective of that £55,000, you were altogether insolvent?—As a matter of Fact |
was not; 1 do not know who suggestsiit. The banks between them got the Farmers Association, | have no
hesitation in saying, for personal and political reasons. If | had been allowed, | wasin aposition originally to
have paid interest on the whole amount of money 1 owed, including the £35 000, the £35,000, the £11,000, and
the £7000; and although it has been overlooked by some people, the £25,000 for the Ocean Beach shares are
referred to in the liquidators' report without setting out the material fact—which ought to have been set
out—that there was a guarantee of 7 per cent. against them for seven years by Nelson Bros. making them
first-class security, asfar as a bank is concerned; and seven years was time enough for most people to have
extricated themselves from aliability of that sort. Then | got £25,000 cash for some of them within 18 months,
and if | had been allowed areasonable time | should have done it for the lot. If it comes to a question of
insolvency 1 fay that to-day some of the largest financial institutions in this country, and in most other
countries, if called upon to pay up their indebtedness within three months, would prove to be just as insolvent.

Very likely, and if their balance sheets were looked into they might be in the same condition. But what |
want to know isis this balance sheet atrue statement of your accounts?—Y es, so far as| knew at thetime it
was.

Witness continued: He did not know what had become of Carswell's bill for £9000. Counsel must ascertain
from the manager of the association under what circumstances he treated bills under discount and why he had
so treated them, He presumed it had been discounted by the bank for the association. Mr Fisher would be able
to speak about it; he (witness) could not tell what had been done with it. It was very plausible to suggest that he
had not asked about it, but the suggestion was disingenuous, for when one had to deal with finance to the extent
of £750,000 ayear. as had been the case with the Ward Farmers' Association, and with 4000 or 5000 clients,
and to work from daylight to dark, it was unfair to ask if attention had not been called to a particular bill. Under
such circumstances he did not think they would find any business man doing so unless he knew that there was
something specially wrong. He had a special account with the bank called the "grain and railage account.” If the
amount that account was in debit was not shown in the balance sheet for 1895, he could not tell anything about
it, because he had no knowledge of it.

Mr Solomon: Cannot you say this: In June, 1895, that account was overdrawn to the extent of
£9900?—Witness: | do not know, but if you say so | will accept your statement.

| will show it to you.—If you say it isso | will accept your statement.

On the 29th June the debit was £9975 (account produced and shown to witness)?—That is so.

Do you not see now, Mr Ward, that at that time—June, 1895—there was a specia debt to the bank of
£9975?—That is so.

Should it not have appeared in the balance sheet ?—Y es, | think it should.

All of can say about it is that you made no inquiries and knew nothing about it, although you were the
managing director of the association?—As a matter of fact, | was not here when it was done, and | know
nothing about it. | believe that Mr Fisher, the manager of the association, can explain it, but | cannot explain a
thing of which | know nothing.

| do not say you can, but | want to get it from you, in order to come to Mr Fisher afterwards, whether that
should not have appeared. There is another amount—the accrued interest?—Before you go to that | believe this
special debt does appear. It isin the documents attached to the balance sheet.

But it is not in the balance sheet. The only liabilities we have in the balance sheet are: Debentures, £40,000;



amount at credit of shareholders and clients' current account, £10,000; reserve fund, £2000; profit and Ross
account, £6000 The only other item in the balance sheet in which it might be included is the bank account, and
the special indebtedness can not be there because the total is only £1100.—I said that in the detailed statement
it does appear, bat | cannot say where or how.

Now isthere any item in the liabilities of interest owing by the association?—No; for the reason that on the
12 mouths the association made a profit on discount of £610 12s 5d.

| am not speaking of profit and loss. But amongst those liabilities is there any entry of interest owing by the
association?—No, thereis not.

Now, look at the interest account of 1895. Assuming for the moment, as | will proveto you shortly, that
there is £1800 owing at thistime to the bank for accrued interest, should it not have appeared as aliability Asa
matter of fact, 1 think 1 am right in saying that if you take the public balance sheets of some of our largest
ingtitutions, dealing with interest on both sides, they do not show the gross interest paid and the gross interest
received. They show either adebt if alossis made or acredit if aprofit is made, and, as far as| know, that is
what the association did.

| am not speaking of debit and credit, or of profits and loss, but of assets and liabilities, and | want to know
if thereis not at balance day a sum of £1800 which should have appeared as aliability>—Do you refer to the
suspense account?

Y es.—I do not think it should.

It is accrued interest due to the bank?>—Witness said that for the purposes of book-keeping it was kept in a
suspense account until it became due. This was precisely what was done with another item mentioned in the
liquidator's report with reference to an [unclear: aco| of £184 between Calcutta and New Zealand|[unclear: .

Can you suggest any way in which [unclear: th] balance sheet can be called atrue and [unclear: al rect
balance sheet when an item of [unclear: £90] overdraft to the bank on special account [unclear: do] not
appear?—I can only say, so far as It informed by those who are responsible, and it are still to come before you,
that it is provide for.

But it isnot shown as aliability?—I [unclear: al only tell you what | am told.

| have now brought certain factsto [unclear: yo|notice, and | put it to you In thisway: [unclear: || matter
whether it is provided for or not, if does not appear it could only be provided [unclear: a] by some cross entry ?
It mast either appear aliability or be a cross entry?—I should [unclear: a] that is so. For al | know to the court
it may be dealt with in the same way as [unclear: t] interest you have referred to. If alegitims contra account
was set off against it the [unclear: bal alone might be provided for.

What contra account might there be? cannot tell you, as| do not know.

Now, after going through the balance she do you say that the balance sheet isatrue [unclear: t] correct
statement of the affairs of the association?—So far as my knowledge goesit is.

But after what | have brought to your not do you say it is>—Well, 1 will just ask you question, Mr
Solomon.—(L aughter.)

Mr Solomon: Never mind about that, 1 Ward, | am asking you questions. 1 think [unclear: y] will admit |
hate had quite enough to do [unclear: & the last two days without answering question

Witness: | will give you a poser.

Mr Solomon: | daresay you will, Mr [unclear: w| But answer my question now: Can you a after what has
been brought under your note that the 1895 balance sheet is atrue and corn statement at that day of the affairs
of they association?

Witness: | believeitis. Now | will ask [unclear: al aquestion, Mr Solomon.

Mr Solomon: Well, tit for tat isfair [unclear: pal After asking you so many questionsit isafair that you
should ask meone, and I'll it if | can.

Witness: Can you tell me how it isthat [unclear: 1] liquidator of the Ward Farmers' Association has | eft out
£3000 cash and 9000 sacks of a andtreated the omission in exactly the [unclear: w]| way asyou try to make out
| have done? [unclear: C] you tell me how that is?

Mr Solomon: No, | cannot. | cannot better than fallow your lead and reply, | must ask Mr
Fisher.—(Laughter.)

Mr Solomon intimated at this stage [unclear: al p.m.) that he bad expected to have been ablecarry through
until the close of the day [unclear: ac] Mr Ward by means of the drafts, but he [unclear: at] not expect his
friends on the other side to on with those now; but be would be [unclear: prep] to go on with the subject in the
morning if hisfriends were ready.

Mr Chapman replied that he did not know how long the necessary investigation would take, but it was
extremely unlikely that they would be ready in the morning.

Mr Solomon said he wished Mr Ward to remember that he wanted an answer when Mr Ward was prepared
to giveit to his question as to what bad become of the £67,000.



Mr Ward said he was only too glad to answer the question, because he did not like it to go forth to the
world as an imputation that he had net accounted for £24,000. He had understood the liquidator to say that he
made no imputation against any person, connected with the Ward Farmers' Association having received any
personel benefit.

Mr Cook: No, | do not.

Mr Solomon; We do not for amoment suggest any dishonesty on your part by the question. It would be a
very improper thing to do, and I, on behalf of the liquidator, have no intention whatever of doing it; but the
liquidator has not been able to make out how that item of £60,000 is accounted for, and he is compelled to ask
you, as managing director of the company, to do it.

His Honor consented to sit the following morning at 10.30, and

The court rose at 3 50 p.m.

Third Day—saturday.

The case was resumed on Saturday morning.

Mr Solomon: | understand that my friend is not ready with the drafts, so | propose to examine the auditor,
Mr Hannah.

His Honor: Very well. Do you appear for Mr Hannah, Mr Chapman?

Mr Chapman: Y es, with my friend Mr Cooper.

Hie Honor; Do you wish this examination to be in public also?

Mr Chapman: It can proceed in the same

James Ewart Hannah, being sworn, said in answer to Mr Solomon, that he was an accountant by profession,
and lived at Invercargill, and had been employed as auditor to the Ward Farmers' Association since, its
inception. Previously he had been employed as auditor by other companies—by Murray, Dalgleish, and Co.,
and by the British and New Zealand Company white that concern was in existence. He had been auditing
accounts more or lose for 15 or 16 years. It was part of his duties to examine the books of the association. He
examined the journal and ledger balances.

Mr Solomon: Do you mean that you went through the ledger or the ledger balances?

Witness: The ledger balances principally.

Was it your duty to see that the entries in the journal corresponded with the entriesin the ledger?—Yes.

Examination continued; His first investigation or inspection of the company's books was about June of
1893 His salary was £20 in the first year; after that it was £50. When he examined the books he saw that Mr
Ward owed the company alarge amount of money.

Mr Solomon: It was your duty, amongst other things, to start your audit by going to the bank and getting
from the bank a certificate as to the condition of the bank's account?

Witness: | got the bank book.

Did you not get a certificate showing the balances?—I cannot say that | did.

Of course you would, amongst other things, go through Mr Ward's account in coming to your audit of June,
1893. Do you recognise that [indicating the ledger] as Mr Ward's account?—Y es.

When you audited your books at this date you would see that Mr Ward was credited at balance day with
£21,0007—That is so.

Examination continued: Coming to the 1894 audit, he saw that the first entry was on the 30th June, and the
next dates in order were the 8th. July, then the 10th, then the 1st, then the 18th, and then the 1st.

Mr Solomon: Did nothing strike you there as peculiar?

Witness: | saw that further advances had been made to Mr Ward.

But did it not strike you as peculiar that the first entry was on the 30th June, the next on the 8th July, then
the 10th, then the 1st, then the 18tb. and then the 1st. Y ou saw this?—Y es.

Did you make any inquiry about these dates?—I do not recollect.

Then you saw the item of £21,0007—Y es.

Y ou noticed on the day of the balance sheet that £21,000 was paid in to Mr Ward's account?—Y es.

And when you came to audit the 1894 balance sheet you noticed that the day after the balance sheet it was
drawn out again?—Yes.

Did that strike you as suspicious?—I cannot that it did.

Y ou had no reason | suppose at that time to think that was anything but an ordinary transaction?—That was
0.

When you came to analyse the accounts the following year did you notice that on the balance day again the
same account is credited with £35,0007—Y es.

Did that strike you as suspicious?—No; because | aways assumed that Mr Ward was a man of money and



could pay off his accounts at any time.

Who assured you of that?—The manager, Mr Fisher. He could not say that he had made any inquiries why
that had been done. The fact of the same thing having occurred on two successive balance days did not strike
him as being for the purpose of concealing the position of Mr Ward's account from the shareholders. It now had
some appearance of being for that purpose. When examining the books for the 1895 balanse, the fact that the
£35 000 had been repaid the day after the previous balance, and Mr Ward's account brought busk to its original
position, he did not have any suspicions aroused because it was satisfactorily explained to him that the debit
bad been repaid, and the amount was a further advance. It was either Mr Anderson or Mr Fisher who told him
that. He was led to believe that these were ordinary transactions and Dot balancing entries. If he knew what he
did now it is probable he would not hare passed the entries.

Mr Solomon: Having learned that on the eve of the balance day in 1693 Mr Ward was credited with
£21,000, in 1894 with £35,000, | take you to the 1895 balance sheet. Y ou found that Mr Ward was credited in
one item with £33,000 by transfer, and, on the same date, although not on the same day, for some. unexplained
reason, heis credited with £18,000 by transfer from Brooks's account and £6500 Connelly's account. That was
on the very eve of the balance sheet, and you found Mr Ward is credited with £54,000, Were your suspicions
not at last around then?—In the explanation given to me of those transfers——

Be kind enough to answer my question.—I cannot say. If | had suspicions | made inquiries.

From whom?—The manager, Mr Fisher.

Did he satisfy you that they were all right?—Yes.

What did he tell you?—That these two accounts and Mr Ward's were connected with the purchase of grain.

Again let me ask you, before we go into details, who told you this?—I was told by the manager.

Witness continued: He saw the account of Brooks and Co., which showed that on June 30 the association
owed the firm £18,016 9s 3d, and the whole amount was on that date transferred in the ledger to J. G. Ward and
Co. He had asked the reason for this, and was told that all these accounts were treated as one, and were
dovetailed into each other. The accounts, he was told, were inseparable. He could not give any explanation
other than that which he accepted at the time.

Mr Solomon: Did not you deem it year duty, Mr Hannah, as auditor of the company, before that item of
indebtedness to Robert Brooks and Co. left the books to see that the association did not owe the money any
more, Did not you deem it your duty to satisfy yourself on that?—I accepted the explanations.

But what did you take the explanation, that those three accounts were treated together, to mean? Did not
you say to Mr Fisher, "What do you mean by that? "—I do not recollect exactly al that took place at the time.

Isit not the fact that what book place amounts to this: Mr Fisher said to you, "Thisis al right; these three
accounts are all the [unclear: a] thing," and you took his word?—[unclear: Probably] may amount to that.

Do you think that was a proper thing [unclear: for] to do as auditor?—At the time | had no [unclear: susp|
at all.

What do you think now?—I [unclear: cannot] exactly.

Witness continued: If he had known [unclear: t] what he now knew, he probably would [unclear: b] made
farther inquiry into it. Asto the [unclear: £30] draft with which Mr Ward was [unclear: credited,] understood
that was a payment into Mr [unclear: \Wal credit. He never heard about a draft, [unclear: but] told there was a
payment to that amonnt [unclear: to] Ward's account, He was not told [unclear: where] money came from.

Mr Solomon: When the association [unclear: drew| Connell and Co. for £30,000 they owed [unclear: th]
that money, did they not??—because the [unclear: b] discounted the draft and they got credit [unclear: fo] in
their bank account. Did They not [unclear: then] Connell and Co. in London £30,000? [unclear: Do| you see
that?—I do not quite see it.

Mr Cooper: Not unless Connell [unclear: and] accepted the draft.

Mr Solomon: Then if Connell and [unclear: Col not accept the draft they owed the [unclear: b] £30,000.
As soon as these people [unclear: drew] put the draft into the bank for [unclear: discount] proper thing was,
was it not, to credit the [unclear: b] account by £30,000 and at the same time [unclear: c|] Connell and Co.
£30,0007? If Connell [unclear: and] then dishonoured the draft, the proper [unclear: th] was to replace the
position of the bank [unclear: acc] and debit Connell and Co. to the same [unclear: am] Is not that so?—I do
not quite seeit [unclear: in] samelight.

What do you say ought to have been [unclear: done| | say that If there is apayment in to the [unclear: cr]
of Mr Ward's account from Mr Ward it [unclear: ou] to reduce his account.

But do not you see it did not some [unclear: from] Ward?—Mr Ward was not in the colony. [unclear: |]
that happened was that the association [unclear: de] from one of its clients £30,000, which was [unclear: p]
into the bank account; the net result [unclear: be| that the bank account was reduced by [unclear: t] amount,
and they do not show on the [unclear: other] that they owe the money to the other [unclear: people]

His Honor; | would rather that Mr [unclear: Hal would speak in reference to the informal [unclear: n]



received. If the information he [unclear: received] correct—that it was a payment on Mr [unclear: \Wal account
to the company—then, if that [unclear: was| case, Mr Hannah was justified in his action.

Mr Solomon: Y our Honor, | am not [unclear: blam] Mr Hannah, The only thing that one [unclear: m|
say—and it is comparatively bringing—is [unclear: th] isaquestion whether he should have [unclear: accept]
the explanation.

His Honor: If the explanation was [unclear: correct] wasright.

Mr Salomon: Yes, But | would like to know [unclear: f] Mr Hannah does not see now that he was received.
That iswhat | want to ask. Mr [unclear: hjannah, you say you were led to believe that his was a payment m by
Mr Ward to his account, but do you not see now that it was not [unclear: o], and that you were deceived?

Witness: Well, it assumes a different aspect [unclear: ow,] no doubt, knowing what | now know.

But do you not see that you were misled as [unclear: o] the real nature of the transaction?—Not except that
the explanation was not full [unclear: noughl.

But was it true?—I really cannot say asto the truth of it.

What else do you think should have been told to you in explanation?—If | had been told that it was a draft
on the association 1 would have understood it differently.

And you would not have passed the account?—Probably not. Circumstanced have altered since then.

Y ou now find that it was a draft, do you not? Y ou heard that yesterday?—Y es, | heard it.

If you had been told what you now find to be the fact you probably would not have passed the
item?—Probably not.

Now, let us go to the debenture account. (Books produced.) Do you see those two entries—" January 7,
£20,000; January 28, £19,000"?—Y es.

Y ou had as auditor to satisfiy yourself that those moneys had been paid into the account?—Those entries
were reversed before 1 saw the books to audit them.

Did you find out what the nature of the cross entries was?—The explanation given to me was that it was a
mistake on the part of the clerk who kept the ledger—that he had entered those to the credit of Mr Ward
without consulting anyone.

Who was the clerk?—I think it was a Mr Smith.

Who gave that explanation?—I cannot exactly say, but it was someone who was in the office when | asked
for the information.

Was it Mr Fisher?—Probably it was Mr Anderson.

Mr Ward went away from New Zealand at the time that this amount was credited to him. The sum of
£20,000 is credited on the 28th, and Mr Ward |eft on the 29th. in his absence there was another chairman of
directors, was there not?—There would be, no doubt.

Did it not occur to you, Mr Hannah, that during Mr Ward's absence inquiries might be made by that
gentleman or by others as to the state of the account, and that by reason of this transaction it would show to be
£40,000 better off than it really was?—No doubt it would have appeared so during that period.

Seeing that, year by year, on the very eve of the balance sheet, you found when you came to this 1895
balance sheet that in every balance sheet of the association the managing director's account was so manipul ated
that, whatever the intention, its condition was concealed from the shareholders, did you not consider it your
duty to call the attention of the shareholders to this item of £40,000 or to the balancing entriesin 1895?—When
| came to examine the books on this occasion the £40,000 had disappeared.

But it had remained at his account for six months?—Y es.

Was that not awrong thing, then?—Y es, it was wrong.

In the one case the amount was at Mr Ward's credit for six months all but seven days—from the 7th
January till the 30th June—and in the other case all but five months, Now, Mr Hannah, | want to draw your
attention to this: that by reason of those two entries the state of Mr Ward's account was concealed from January
till June. Was that not so?—It would be so with those items appearing to its credit.

And immediately it was revealed by these accounts being transferred again it was further concealed by the
£30,000, the £18,000, and the £6500, is that not so?—Of course, it altered the position of the accounts
altogether.

Then, Mr Hannah, when you sawthe effect of this, whatever the intention was, on an account of such
magnitude-that account being the account of the managing director—why did you not report it to the
shareholders?—I accepted the statement made to me that it was an error on the part of the clerk—that he had
made an entry in mistake.

Do you think now, Mr Hannah, that you satisfied your duties as auditor by simply accepting the word of a
man in the office on such transactions as these?—The concern was agoing concern, and it seemed a payable
concern, and perhaps | was——(Reply unfinished).

| suppose that your duties as auditor, being paid so much per year, were something more than inspecting



the books; that it was part of your duties as auditor to have access continuously to these books?—I presume that
1 had, but | only went there once a year.

Did you ever speak to Mr Ward about his account?>—No, | cannot say that | ever did.

Nor mention the state of his account to anyone?—No, except the manager.

| want to ask you what you consider your duties are in regard to cash and to stock. First, asto cash, do you
not consider that it is your duty to see every item of cash said to have been paid out has been paid out?—Y es.

And your duty also isto get for that as vouchers the receipts of the persons to whom the money has been
paid?—Yes.

And your duty also in to find out that every item of cash said to have been received has been
received?—Yes.

And you get as Touchers for that the block receipts given by the association?—I don't suppose that they
kept any blocks of receipts.

But you did not get any vouchers for that?—No.

Asto stock, It isyour business, isit not, to satisfy yourself that every item of stock said to have been
received into the store has been received?—No. No auditor would overtake a duty like that.

How do your journal entries as to stock appear?—As purchases that had been made. | could not ascertain
that the stock was actually there in the store. The purchases went to the credit of the people from whom they
were bought.

Take this account. Here is a produce journal account. All the entries on the debit side of that account
represent prodace bought, do they not?—They have something to do with produce.

That account shows on the debit side the stock bought and on the credit side the stock sold. Is that not what
it means?—Yes; it Means al that was bought on produce account and all charges on account of
produce—storage for instance.

But, apart from storage, it isarecord of all goods that were bought and of all charges placed upon them,
and is carried forward here as an asset?—Yes.

But the item there is not charges at all; It appears there as interest. What does that mean?—I presume it
means interest on the outlay on stock purchased up to the time mentioned.

Isthat a proper entry of a debt of that kind?—I cannot say that it is not.

Isit not the fact that you carried that item forward to the stock account and brought to the credit of the stock
account as an asset the sum of £5007—Y es, and 1 think that the stock account had aright to bear that charge.
The stock had increased in value to that extent, and the account fairly chargeable with that.

I will now take you to another item, showing assets transferred—

His Honor: Has this particular item been referred to before?

Mr Solomon: Yes. Mr Ward was examined about it, and he said that he could not explain it; that | would
have to ask the officer who made the entry. (To witness;) In the debit of that account there appears this entry:
One-third profits transferred £1000. That increases that account by £1000, and was carried forward into the
schedule as £1000 worth of stock, How could you then possibly allow that item to be debited to that
account?—I don't recollect it for the moment.

Look at it and give to it the same consideration that you ought to have given to it then?—1 don't recollect
for the moment what it is.

Mr Solomon: There you are, there is Bluff store account; £1000 is carried form to the debit of that account.
Whereis[unclear: al asset for it?

Witness: The only explanation 1 can [unclear: g] that it isacharge for storage, and it [unclear: w]increase
in value to that extent.

But if the money is not there how can it passed to the debit of that account and carried forward to
schedule?—I say it [unclear: wal fair charge on the stock there.

| suppose, Mr Hannah, that supposing: goods were stored for another year they [unclear: w]| rightly debited
with another item of £1000: They would be rightly charged with storage.

But don't you see that by doing that you day by day and year by year creating an aswhich you think you
ought to have, but [unclear: w] you have not got; because, if you have alot oats, however long you may keep
them you not make them of any more value?—|unclear: W] think the produce ought to bear that charge.

We all know that it should bear a[unclear: chi] but should not that be shown in "charged No; | think it
should go straight to [unclear: pro] and at the end of the year go to profit and [unclear: k]

But seeif | cannot convince you that you [unclear: alwrong. By doing that you are not [unclear: mal the
produce account bear aloss, but are [unclear: f] not concealing the loss by treating it [unclear:
as| asset—making an asset which does not [unclear: exb] It al depends upon the prices realised.

But the result of putting that there instead of showing that the goods cost [unclear: £11] more, to say "I
have there £1000 in [unclear: hal] Hereisasimpler way of illustrating [unclear: wh] mean. Mr Ward is debited



in his account[unclear: s| "Rent and salary reversed, £1500" on [unclear: bals| day of 1895. What explanation
did you ask that?—I was told that he had forgone [unclear: a] and given it to the association.

| thought so. Y ou were told by Mr [unclear: fi] that Mr Ward had forgone that.

Mr Chapman said that that was not [unclear: f] answer. Witness had not mentioned [unclear: i] Fisher.

Further questioned, witness fluid he [unclear: al has been told this either by Mr Fisher or [unclear: !]
Anderson. He did not recollect hearing [unclear: a] Ward say yesterday that he had never heard the transaction.
He (witness) had, [unclear: how| satisfied himself of what the fact was—name that Mr Ward was entitled to so
much [unclear: s] and had given it up, That being the [unclear: al when the £1500 was debited to Mr Ward
ought to have gone to the credit of profit[unclear: s| loss.

Mr Solomon: Or elsein reduction of charge Should not the shareholders have been [unclear: ct] aware that
the profits said to have been [unclear: m]thatyear were only made by Mr Ward [unclear: mal a present of that
sum to the association?—I not know that they were not aware.

| ask you whether they should not have been told?

His Honor: By whom?

Mr Solomon: By the account submitted to the shareholders For approval.

Witness: Possibly it should have been put that way.

But was not that the proper thing to do?—I think it would have been proper, considering that Mr Ward did
concedeit.

But was it not an improper thing not to do it? If the fact is thus concealed, does it not show the association
to be in amuch stronger position than it really was?—It ought to have been shown.

Further examined, witness said he did not know that the shareholders were unaware of that fact. After
consulting the balance sheets for that year, witness said there was nothing on any of them to lead the
shareholdersto believe that Mr Ward had made a present of £1500 to the association. It certainly appeared at if
the shareholders would be led to wrongly believe that a profit of £1500 had been made in the ordinary way of
business. The company's paying dividends with the £1500 was quite right so long as Me Ward was good for
that amount. The effect of treating the £1500 in the way it had been treated would be to lead one to suppose that
that £1500 was profit, and not profit derived by reduction of office charges for the purpose of being able to pay
dividends.

Mr Solomon: That sum of £1500 was not placed to the credit of the "charges account.” | will show you
what was done with it. What is done with it there (referring to ledger)?—It appear? to the credit of goods
account.

That means that by that entry you show you have £1500 worth of goods more than you know you have got;
and it isonly by that entry of £1500 that you can get the gross profit on merchandise and produce sold up to
that amount, isit not? It is only by taking credit for that £1500 that you can show that gross profit on the goods
told?—Y es, that would be the effect of it.

Witness continued: Without that item the profit instead of being £5500 should have been £4000 He could
not tell why he did not see that at the time of audit. If he had been then told by Mr Fisher or Mr Anderson as
much as he now knew he would have stated the items separately. It was his duty as auditor to see that the item
account at credit of shareholders and the clients' credit account showed all the amounts owing to the customers
of the association.

Y ou knew this, did you not, that Robert Brooksand Co. appeared in the books of the association as creditors
to the extent of £18,000?—T he amount was transferred when | saw the booksfirst.

But till the transfer took place these people, known merchants, stood in the books of the association as
creditors to that amount?—Y es.

How could you possibly take the word of a man who said these accounts are all the name thing?—I
accepted the statement in good faith, that isall | can say.

Mr Solomon: | want you to tell me now, as nearly as you possibly can, what explanation was given to you
by either Mr Fisher or Mr Anderson as to the two accounts of Council and Brooks, by which you allowed them
to transfer the items of £18,000 (Brooks) and £6500 (Connell's) from one account to the other?—I can only
repeat what 1 said before, that to the best of my recollection these accounts were kept, for the sake of
convenience, in separate accounts, but In reality they were all connected with Mr Ward's accounts. | cannot
recollect the exact words. He could not say more than that he had looked upon them as being the same: that
they were the grain accounts. Had he then known that Robert Brooks and Co. were separate creditors he did not
suppose he should have passed that item of £10,000.

Mr Solomon: Do you not know of necessity, Mr Hannah, that if you had known what the facts really
were—if you had not been misled by the officer, whoever he was—you would have known that that item of
£10,000 would have had to be increased by £30,000 to Connell and Co. by £18,000 to Brooks, and by another
£6500 to Connell and Co. Y ou would have had to add on to that liability stated in the balance sheet £54,000,



would you not, if you had known what the facts were?—I cannot say as to the £30,000.

It you had known at that balance day that that draft of £30,000 had been drawn on Connell and Co., you
would have had to increase the debt. owing by the association by that £30,000 until the draft was dishonoured
or retired? Is that not the fact?—Instead of going to the credit of Mr Ward it would have gone somewhere else,
no doubt.

It would have appeared as a debt. So then, if you had been told of the affairs of the association as they
really existed, you must have added to the liability side of the balance sheet the £54,000 in those three
items?—Y es, that would have been so, and the assets would have increased by Mr Ward's indebtedness.

But the liabilities would have had to be increased by £54,000 Now, again | ask you, if you had knownthen
what you knowto-day would you have passed that item in the balance sheet?—I say, as | said before.

| ask you to answer "Yes' or "No," Mr Hannah. If you had known on that day what you know to-day would
you have passed that item in the balance sheet?—I do not think | would have passed it asit is now stated.

Here (pointing to the book) are the [unclear: term] | have referred you to—amounts at credit of
shareholders and clients' current accounts. That we have shown is altogether wrong. On that date is another
account—the grain and railage account—which isin debit to the extent of £9975?—That is so.

That is a debt of the association. the association on that special account owes the bank £9975?—As regards
that amount, it was stated to me that it belonged to the bank, and that they held goods against it. It was a specia
account, apart from the association's ordinary business.

Isit not adebt doe by the association to the back?—On a specia account, for which the bank held grain
against it.

Did you take any steps to verify that?—At this moment | do not recollect.

But whether it was so or not—whether it was a special account secured, or whether it was a special account
unsecured—it still was a debt due by the association to the bank, was it not?—Y es.

Well, whereisit in the balance sheet?—It is not in the balance sheet.

Why not? It isonly fair that you should be taxed with this, Mr Hannah, Knowing that there was a debt in
existence due by the association to the bank why did you not see that it was included in the balance sheet?—I
forget the circumstances, but it was kept out for some reason or other—I forget what.

But if it is kept out there must be a contrafor it or it could not be kept out? How could you keep out of the
balance sheet an item that appears as a liability in the books? If thereis aliability in the books it must go into
the balance sheet?—Not if there is a corresponding asset kept out.

But did you consent to [unclear: rab] out aliability. That is what we are complaining about all through. Did
you allow the balance sheet to be squared by rubbing out aliability on the one side and a corresponding asset
on the other?—I forget the exact circumstances connected with the matter.

Supposing, for instance, that there are £10,000 of securities in the bank against a general account of
£50,000. Could you then allow the overdraft to be reduced by £10,000, and that £10,000 of securitiesto be
rubbed out on the other?—I understood there was specia security held by the bank apart from the other security
it held.

But if so, it was your duty surely to see the on the one side of the balance sheet alt the liability of the
association appeared. | cannot be satisfied, Mr Hannah, with your explanation "I cannot tell you why it was
done." | want you to tell me why it was done, and if you can not tell me now 1 want you to get the information
for me?—I cannot recollect at the moment.

Do you know anything about that account? Do you know whether it was true what was told you—that the
bank held the security? [unclear: by] | do not know. | believed at the time [unclear: tha] wastrue.

Did you not ascertain also that there [unclear: wal owing to the bank at that date, on abill [unclear: he| by
the back, some £10,000 for Carswell [unclear: hal goods? Did you not know that? It may [unclear: be] fair to
ask you such athing from memory [unclear: a] Mr Hannah, so | will show you the account [unclear: s| the
books. (Book produced.) Thereis[unclear: a] promissory note outstanding there of £10,000. a promissory note
of the association's held [unclear: al the Colonial Bank. That isadebt of [unclear: th] association's outstanding
at thetime, isit not and why isit not in the balance sheet?>—Thisis on asimilar footing with the other. |
[unclear: w] given to understand that the amount was [unclear: is| dispute, and that it would be reduced
consider ably | was told that the goods had not [unclear: turn| out satisfactorily, and that on that account
[unclear: as| amount had been deducted from the [unclear: stock] sheets.

£10,0007—Yes.

Mr Solomon: Y ou remember what Mr Ward told us about this yesterday. Thisin the ordinary stock—the
stock of Carswell. Thisis the business purchased by the association is 1893; and it had been in existence for
two years. Inthe first place it was purchased in the ordinary way, and an overdraft drawn for it. [unclear: Thn]
in 1894 that overdraft was changed into a promissory note; and in 1895 that promissory note was renewed from
time to time, until the amount appears in 1895 as a promissory note for £10,000 The stock was purchased in



1893, and Mr Ward has told us that it went into the ordinary stock That stock had never been paid for; and at
that time the bank held a promissory note of £10,000 for it. It does not appear anywhere in the balance sheet. |
want to know why not?

Witness: The explanation given to me was that it was in dispute to that amount. Stock was held for the
amount given. The amount was held over, | understand, by request.

By whose request? Do you not see that whatever the explanation might he there is aliability that ought to
appear in the balance sheet? How did you wipe it out? What [unclear: al responding entry did you take out to
wipe it out with?—The stock was reduced to that extent.

Supposing it was, take you stock sheets and show me the items—That isall | can say. | was informed by
the manager.

Did you not look to see that This was balanced by another item in the books of the association, irrespective
altogether of the question whether you should have allowed such athing at all?>—I do not recollect the
circumstances now.

Let me put thisto you Mr Hannah; that whereas the total liabilities, independent of debentures—the total
amount said to be owing by this association on that date is £10,000. Y ou admit that there was £54,000 that
should have been added to that. There was £9900 that ought to have been added to it, and you cannot say what
it was not. That was £64,000; and there is another £10,000 that ought to have been added to it, and you cannot
tell me what It was not. So taking it altogether, in this balance sheet there is actually £74,000 that should have
been added to the liabilities of the association, and you can give me no explanation why it has not been added.
Whatever deductions, whatever manipulation there might have been, that is very thing I complain about. Y ou
take off £10,000 on one side, and £10,000 on the other. But do you not see that the shareholders of the
association were led to believe that the association only owed £10,000, whereas you admit to me now they
owed £84,000? Don't you see that, Mr Hannah? Whatever the cross entries might be, do you not see that the
debts ought to be £84,0007—If the full amounts had been given on each side it would have increased the
amount.

And should not the full amounts have been given on each side? Did you ever hear of such athing asthis
before? Did you ever pass it before?—No.

Why do you pass it now?—I cannot tell you.

| will take you to the other side of the ledger—the assets. Y ou have got two items—A dvances against
produce afloat and in store" and " Current accounts." These represent the assets of the association in the sense
that they are moneys owing to the association by its clients. The first item, 1 suppose, represents secured debts,
doesit not?—Y ess.

Thisitem (referring to another item in the account book) represents unsecured debts?>—To open account.

L ook at the schedules, and show me where you got your information from.

His Honor (to witness): Y ou compared those schedul es?

Mr Solomon: | understand Mr Anderson did so.

His Honor: Isit from those returns that the balance sheet was made up?

Witness: It is from those that the balance sheet was made up.

He had those papers before him?—Yes.

Witness being questioned as to the debts due to the association, a number of papers were searched, and it
was noted down that at Invercargill) the advances were £29,920 19s 54, and the book debts £6888 Is 5d; and at
Gore the advances were £10,798 10s 9d, and the book debts £4180 15s 7d.

Mr Solomon said the total was £46,000 That was the statement of advances against produce.

His Honor: As distinguished from current accounts?

Mr Solomon said they were only advances. They consisted of £29,000 debts due at Invercargill and the
other item, to which he should refer, in which £1500 on the Bluff store and £500 interest appeared as taken in
as an asset. That was the produce account of 1894, and the produce account of 1895 was taken in to the extent
of £16,000 Continuing, Mr Solomon said: Now | think | can get to the bottom of it, Mr Hannah. Thisisalist of
advances against stock and book debts?

Witness: Yes.

That is taken out there as " Advances against stock, £29,000," leaving the book debts ?—Y es.

The advances against stock are carried forward. In addition £16,000, produce account for 1894 and 1895,
was carried forward as an asset, making atotal of £46,000 assets in the hands of the association. Instead of
showing that total of assetsin the books, you first deduct from that the whole amount of the past due bills,
£10,000, do you not?—Yes.

So that, Instead of the real assets appearing, you wiped out altogether the past due bills, and have simply
taken off the amount of the assets?—These past due bills were held by the bank, and were virtually under
discount They had been charged to customers' accounts.



But you do not show them as aliability at all; you simply took them off the assets. Is not that so >—Yes.

The next thing you do is to take off the £9775, which you owed to the bank on the grain account, and you
reduced your assets by that amount; instead of that sum appearing in the schedules as a liability, you wiped it
out altogether, and you struck a balance?—That was so.

When | now show you these things, can you in any way justify such a practice? By any process of
reasoning you can get at now, isit Justifiable in any sense whatever?—It ought to have been stated from the
present point of view.

| will take your answer at that. Y ou have told me already in respect to the first item that you cannot
recollect why the £9775 was not shown; but you know now why it was not shown—it was simply wiped out. |
must ask you now for a direct answer: Is not that awholly unjustifiable proceeding?—I can only repeat my
former answer: It ought to have been stated.

His Honor: What is the difference between the present point of view and the point of view then? The matter
was before you then.

Witness: It was before me then, but it was explained to me, as 1 have before stated, that it was a special
thing.

Mr Solomon: It was a debt, was it not; you knew then it was a debt, but instead of being paid it was simply
sguared off 2—There it some thing el se taken off.

Let us see what that is £2120 is taken off. "The amount due en consignments or upon account of Brooks
and Co." The net balance is £2120, which ought to have been added; out it is not shown at all; it is simply
wiped out. | seethetotal is £42,000, of which £40,000 has been wiped out. On what possible reasoning can you
explain that?—I do not recollect it.

Can you not see now—who it responsible for it | do net know—that this practice in a deliberate
concealment of the state of the affairs of the association from the shareholders by wilfully stating an untrue
state of the association's liabilities, and at the same time wilfully stating an untrue state of assets?—It should
have been stated differently.

| must ask you for adirect answer to my question Y ou must say either yes or no, if you can; or if you
cannot answer most say so. Do not you, as an experienced accountant and auditor, now see that someone—who
the responsible person was | do not know—has wilfully concealed the true state of the association's affairs?>—I
cannot say about wilfully; but it might have been stated the other way.

WEell have they not concealed the state of the company's affairs. Is that not so?—Yes.

There is one other thing | want to know in this account. Y ou have atotal amount of £36,000 of debts,
which at the bottom are subdivided into £29,000 advances and £6000 book debts, How do you know those are
correct. You have told as that advances ate secured debts and that book debts are unsecured debts. Now in the
schedule they are ssmply subdivided at the bottom. How did you know they were correct?—BYy going over
them with the secretary at the time.

Did you take the items, out?—They would be taken out on a separate sheet.

What has become of that sheet?—I do not know.

Y ou satisfied yourself about the securities?>—Y es.

What did you do?—I went over them with the secretary.

And hetold you?—Yes.

Then all you had was the secretary's statement that these were the proper amounts?—Y es. He went through
the accounts and told me which was which.

Did it not occur to you that the secretary might have told you an untruth? Surely before you could sign such
a statement to go to the Shareholders, that there were £29,000 of secured debts, you should have known
positively that these securities really existed?—Supposing, instead of being £29000 secured debts and £6000
unsecured debts, it was the other way about and there were only £6000 of secured debts and £29,000 unsesured
debts, hew would you have protected the shareholders there? Does it not now occur to you that, [unclear:
Instead] having the statement of these things all [unclear: jumbl] up together, there should have been [unclear:
separ| statements of each list of debts, with [unclear: t] vouchers of the securities attached?—I [unclear: €] see
now It would have been better to [unclear: have] it so.

Now about the goods in hand and [unclear: affo] What evidence had you?—T he statements [unclear: t] the
stocks of produce attached.

But no stocks were taken?—I [unclear: understo] they were taken.

Did you get any Storeman's certificate [unclear: th] the stocks were there, or did you simply [unclear: th]
the stock sheets?—I only took the stock [unclear: shee| and the manager's statement that they [unclear: we]
correct.

But you did not get any store certificates [unclear: 7] No.

The total amount of goods shown by you [unclear: y] assetsin store and afloat was £17,840 [unclear: 7|



Yes.

If you look at the books (goods account) [unclear: ye| will see that although your total stocks [unclear: u]
given in the balance as only £17,000, there [unclear: €] actually in stock in Invercargill alone £23, [unclear:
737]—Yes.

Y ou say that your accounts were [unclear: made| from the stock sheets?—Y es.

Now you see by that, that that amount [unclear: || goods was there?—Y es.

Witness continued: There were also [unclear: goods| Gore to the amount of £2370, rye and [unclear: gr]
£2500, which with the £23,000. brought up [unclear: th] value of stock in hand to £27,500, while [unclear: ]
amount of stock in hand was stated at £17, [unclear: 00] Ten thousand of that was Carswell's.

Mr Solomon: go instead of showing aa [unclear: yo| ought to have done on one side of the [unclear: |edg]
£27,000 worth of stock and on the other [unclear: side| the ledger £10,000 owing to the bank for [unclear: Gal
well's stock, what you did again was to [unclear: scr] the two items out—one on each side of [unclear: {]
ledger—and reduce the liabilities by £10, [unclear: 00] Y ou told me you could not remember [unclear: th]
explanation. Now you have got it, can [unclear: y] justify it on any grounds whatever?—I [unclear: thi] that is
0.

Answer my question. Can you justify [unclear: th] proceeding—wiping out from the [unclear: indebtedn]
£10,000 on the one side of the ledger, and [unclear: wip] out deliberately, with your eyes open, £10,[unclear:
00] worth of stock on the other. | ask you, [unclear: es| you justify that at all? From your [unclear: experie| can
you?—It should have been stated [unclear: otherwise| | admit.

Isthere any excuse for it?—I would [unclear: rather] not answer that.

But | would rather you did answer it, [unclear: M| Hannah. Isthere any excuse for it? [unclear: Answ]| me,
please.—The circumstances appeared [unclear: to] different at the time from what they do [unclear: now.]

But, as his Honor put it to you, the [unclear: circu] stances are not different. The schedules [unclear: y] see
to-day are the schedules you saw that day. the facts as they are to-day are the facts as they were that day. Is
there any excuse for the proceeding?—I cannot say thereis.

Mr Solomon said he had not yet finished with Mr Hannah, as he should have to keep him for a considerable
length of time upon the question of profit and loss—so far having dealt only with the question of liability. He
therefore suggested that it might now be convenient to adjourn.

His Honor concurred, and the court was adjourned until 11 o'clock on Monday morning.

FOURTH DAY—MONDAY.

The cue was resumed on Monday morning

Mr Solomon asked if Mr Chapman and Mr Cooper were prepared to go on with Mr Ward's examination on
the drafts, and

Mr Chapman replied that they were not.

Mr Solomon said that before he went any further he proposed to proceed with Mr Hannah's examination.
For reasons that were obvious to him, however, it was necessary that Mr Ward's examination should then be
completed as far as possible.

Mr Chapman said that only one third of the drafts submitted by his learned friend had been investigated.

His Honor: So far as the drafts go, you cannot expect Mr Ward to give much information. Y ou most get
that information from Mr Fisher.

Mr Chapman said that what Mr Ward could say would be ssmply the result of Mr Fisher's examination of
Them, for personally he (Mr Ward) knew nothing of the explanation.

His Honor: That iswhat | thought.

Mr Solomon asked when they could have the statement as to the £67,000, and as to Mr Ward's petition at
the time the company was started.

Mr Chapman said he could not tell that. Mr Fisher would make the investigations when he could find time.

Mr Solomon said he could not have Mr Ward's examination indefinitely postponed in that way. They could
proceed with Mr Ward's examination on every point except that.

Mr Chapman said he did not know how far Mr Ward's examination was finished, and they had not gone
into the position at al asto how far it would be necessary to re-examine him. He was going to ask that time
should be allowed to go over the evidence and see how far it was necessary to examine Mr Ward.

Mr Solomon said it was quite proper that Mr Ward should get whatever time was necessary. His point was
that until Mr Ward's examination was disposed of the examination of the other witnesses should not be
proceeded with. He thought he had aright to get Mr Ward's explanation of these circumstances independently
before he had an opportunity of hearing the explanations of the others.

After farther discussion,



His Honor said Mr Solomon could go on with his examination of Mr Hannah and then of Mr Ward as far as
be could, and after any reasonable interval that was desired Mr Chapman could re-examine Mr Ward. That
allowed Mr Solomon to get Mr Ward's independent explanation of the matters about which he had been
guestioned. Other witnesses could then be called, and if Mr Ward desired to be recalled after that to make an
explanation as to any particular matters one could then see how far it would be reasonable to allow such an
explanation.

Mr Solomon said he would have no objection to that course.

Mr Chapman mentioned another matter. His learned friend wished to examine Mr Ward as to a sum of
£67,000, but the necessary investigation to enable Mr Ward bo answer could not very well be made without an
inspection of his several accountsin the Colonial Bank books. The books were in the hands of the Bank of New
Zedand, the manager of which raised no objection to such an inspection.

His Honor said that that being so the books could be examined.

The examination of J. E. Hannah, auditor of the books of the association, was then continued. Witness said
it was the fact that in the Farmers' Association in 1895 the past due bills of the institution were treated as bills
under discount. They were held by the bank as overdue bills, but not charged to any account. When the bills
were dishonoured the amounts were debited to the customers' accounts, so that part of the assets was the
amount owing to the company by their clients. He believed that past due bills were debited to customers
accounts. Asked as to whether if the true position were stated, it would not have shown £10,000 more assets,
debts owing to the firm, and £10,000 more liability to the bank, witness said that that account was in the same
position as the others. It would be as Mr Solomon stated if not conceded. The item £2133 7s 7d, in the produce
account of June, 1895, which was the excess of debit over credit, was put in as an asset of the association, but it
was not so shown in the balance sheet. The consignment account showed the difference between the two sides
of the account, and he thought he was justified in so stating it, and not showing the actual difference been assets
and liabilities. He did not recollect ever having before seen a balance sheet like the one produced to him. In the
illustration placed before him the sum of £10,000 due to the bank in connection with one of the stocks was not
shown as aliability, but the amount was simply deducted from stocks in the bilance sheet.

Do you not thick now that it is a very important thing indeed to show not the excess of assets over
liabilities, but the actual amount of assets sad the actual amount of liabilities>—Y esit is. The unliquidated
assets were always open to doubt.

But isit not of the highest importance that the shareholders of the institution should know the actual
amount which the institution owed?—Y es.

Do you not now see that the result of that—no matter who did it—was absolutely to hide from the
sharehol ders the immense amount of debt which the institution carried on its shoulders—no matter who isto
blame for it, or what was the intention?—I thought that the statements here would have been submitted to the
shareholders along with the balance sheet.

Do you not see that the result of what was done was to completely conceal the immense amount of debt
which the institution was bearing?—Y es, | can see that now.

Now look at this report which bears your certificate as auditor. After hearing what has been brought under
your notice here, would you have signed that voucher in these terms?—At that time |

| am not asking you that. Would you sign that report to-day, after hearing what has now been brought under
your notice?—Probably, | would not.

Isthat all you can say?—I would not sign it.

Then why did you sign it?—Taken in conjunction with each other | had satisfied myself that the amount
was there, | cannot recollect anything about the conversations that took place with the manager at that time. |
was induced to alow it to be done through what | was told by the manager and secretary.

Now, so far, | have confined my investigations to this one point: that the accounts have so far produced in
one flense a proper result, because the balance of the calculations is correct. What we have complained of so far
isthat is stead of the actual assets and the actual liabilities being shown, only the surplusis shown, | want now
to take you to a much more serious aspect of the matter, and to inquire if the balance sheets do not show assets
which did not exist, and profits that have not been made?—They do not to my knowledge.

Witness continued: £16,000 assets were placed to the debit of the produce account, and the record of
product was concealed. Referring to the Bluff store, witness said that one side of the Bluff store account
showed total outgoings amounting to £1309, and incomings, which was really only repayment of an
overcharge, 10s 8d. The profit and loss Account shows aloss of £309. He knew that £1000 was placed to the
debit of that account, and thereby became one of the assets of the association. There was such an asset, because
the year's storage of the [unclear: gal had increased its cost to the association. [unclear: t] charge of £1000 for
storage was afair one, [unclear: al it increased the price at which the grain [unclear: wal have to be sold.

His Honor: It is a case of bad bookkeeping | suppose?



Mr Solomon: No, your Honor. But for [unclear: tal £1000 they could not have paid a [unclear: dividen]
Take the item £500 for interest. The effects that was to make these oats worth £500 |unclear: mot| because the
money earned nothing so long [unclear: al the grain was stored and cost you that [unclear: glinterest. You have
added that £500 to [unclear: t] value of the stock, have you not?

Witness: Y es; that wastaken in as [unclear: 1] asset. He did not know that losses to [unclear: ti] extent of
thousands of pounds had been [unclear: on]cealed. It appeared from an entry in [unclear: th] journa that aloss
of £204 15s 3d had been made an a shipment of oats out of the Crusade He did not recollect theitem. The
on[unclear: al explanation he could give with regard to it [unclear: m| that it had been treated as an asset.

Mr Solomon: Isit atrue entry—isit not deliberately untrue entry?

Witness: | cannot explain it.

That is no answer to my question. Is[unclear: n| that adeliberately untrue entry of an [unclear: as| that
does not exist at all?—That is so.

In reply to further questions, witness [unclear: s| that a deficit of £800 17s10d on a shipment of oats out of
the ship Esther, which had been carried forward to produce account, should have been shown as a debit to profit
and lossit the oats in baud did not cover the loss.

Mr Solomon; What you mean to say is the the profits made out of those oats should [unclear: hal been
reduced by the loss on those oats. It order to conceal that loss, instead of deducting that oss from profits that
had been made, isit not afact that they carried it to the debit of produce account to create another asset that did
not exist at all?

Witness. That is the amount of debit to that account.

Witness was examined at length on the detailed entries showing debits to produce account amounting to
£2544 for the year 1894-95, the effect of which was to misstate the accounts by setting out assets which did not
exist, thus concealing the losses. The list produced showed aloss on tallow of £391 17s10d in Mr Ward's own
account. It was posted direct as a debit to the produce account and treated as an asset of the association.

Mr Solomon: Hereis another one. "J. G. Ward loss £92 9s," carried "forward as a debit to the produce
account. Here also—"J. G. Ward £109 10s 5d" and "J. G. Ward £63 [unclear: a] 9d "carried forward—atotal of
£657 7s on these four items. Here, again, deficiency on oats by Hauroto, £33 17s 7d; by the Tarawera, £84
11s9d; by the Rotokino, £13 18s 7d; by the Sarah and Mary, £90 3s 5d; by the Rotokino, £36 16s 2d—all to the
debit of produce Again, £4 4s 3d deficit W. M'Kinnon's oats; £152 3s 4d deficit on Harrison, Jones, and
Devlin's oats, tarried forward to produce account—atotal loss of over £2544 in 1894-95, and atotal from June
of 1895 until the 21st June of 1896 of £4512 18s. And | want to go back now to the Stums up to July 1894. |
commenced at 1895, your Honor, because | was then dealing with that balance sheet.

His Honor: What is the amount?

Mr Solomon: £770 in 1894. (To witness.: So far as these items are concerned, | again ask you, isit not
clear that if these are losses made by the association they should be debited to profit and 10ss?

Witness: They should have found their way there, undoubtedly.

And as aresult of this process they continued not to find their way to profit and loss>—They are chargedto
the produce account there, no doubt.

And treated as if they were there?—No answer.

And the result of these two things is that the books of the institution show more profits than were made and
by the same sum more assets than the association possessed. The company's profits are shown to amount to
more than was really made?—Unless there is some explanation it does. | do not know of any.

Isit not afact, also, that by that process the company's assets are shown to be more by that amount than it
really possessed?—On the face of it it does. The debit side of the produce account represented what the goods
had cost, and should show what the stocks in hand cost. The entries would do no harm at all if they took in as
assets only such stocks an were in hand at stock-taking. There should be goods to represent the goods taken
forward. He took no steps to see that the goods said to be in hand were there, and did not think it was part of bin
duty as auditor to ascertain what stocks were in hand There must have been stock sheets, but on Looking now it
did not appear so. The entries produced represented the amount at which these assets had been taken in. He
could not say whether the goods were there or not. the same practice was adopted in 1894, the sum of £459 7s
6d having been credited to storage, and in the same wav debited to the produce account. On June 26, 1893, the
produce debit of £147 14s 6d was credited as charges, and taken to the debit of that account in the same way.
The supplementary entries made on June 30, 1895, were probably items that had been overlooked during the
year. For the year it amounted to £48,000, He could not say that he had inquired particularly into each one, but
he would have done so generally. They were balancing entries

Mr Solomon; Isthat a proper thing to do ?For instance, here is a sum of £7000 transferred in one lump
from Mr Ward and entered as a credit. What vouchers are there for these? Where are your ticks opposite to
them?—Witness: | do not know.



Y ou would place atick opposite each item, would you not, if you bad gone through them?—They are not
there.

When did you go through them?—I can't be sure, 1 think | saw them.

Now there is one other thing | want to draw your attention to. Y ou must have noticed that from this ledger
the pages from 367 to 372 have been torn out; and here is amemorandum saying that no entries had been made
on the pages torn out?—I did not see that.

Now, look at thin reference in the journal: "Invercargill store account, June"'30 (balancing day), profit and
loss account £842 14, 7d, ledger folio 369." That folio is not there, but in its place is a memorandum saving that
the leaves are taken out, there being no entries on them?

Witness: It does not appear anywhere el se.

Witness added that be had no recollection of seeing the memorandum which Mr Solomon had read from
the ledger. The memorandum could not have been there when he went throng the books.

Mr Chapman asked if Mr Solomon said that the entries which, according to the journal, should have
appeared on the missing leaver did not appear any where.

Mr Solomon: No. What | say isthat there are two leaves taken out, and at the same time thereisa
memorandum at the top which in manifestly not true. 1 am going to try and And out who knows about them.

Now | want you to look at this please: "Ocean Beach Freezing Works." What was the debit of that account
at the time of the balance sheet of 18937 £7513, that isit, isit not?>—There is a transferon the other side. £900
odd, That appears on both sides, but there was transferred to J. G. Ward's private account on that day £7518, so
that on the balancing day of 1893 there was taken out of the freezing works and debited to J. G. Ward £7000
odd, and immediately afterwardsit is recredited to Ward and taken back to the freezing works. If that operation
had not been done, Mr Hannah, and this item had been carried forward in the ordinary way to the Ocean Beach
Freezing Works, it would appear in these schedules, would it not ?7—Y es, it would.

And any of the directors of the company could see that the freezing works were being carried on by the
association?—I do not know of that; that the Ocean Beach works were a creditor.

That the Ocean Beach Freezing Works were a creditor of the association at that time for £7000. The effect
of these entries was to conceal that fact altogether? As the matter is now, no one wold tell that the works were
being carried on by the association at all or that the works owed the association any money at the time?—That
iSs0.

And, of course, contemporaneously with that, you knew now that not only was the fact of the association
running this show absolutely kept secret, but at the same time Warden account was reduced by £21,0007—Y es,
| know that now.

Now, go on to 1895,—The same thing has happened.

To the extent of how much?—£14,612.

At that time the freezing works owed the association £14,009, and on balancing day that amount was
transferred to Mr Ward's private account and redebited afterwards?—I do not know that it was redebited.

At any rate, it is debited. Again the effect of what was done in 1894 is to bide even from the directors the
fact that the freezing works were being run by the association?—If it was not redebited it must have been in Mr
Ward's [unclear: unt] It is not redebited to the freezing works.

Yes. | know that, but 1 am speaking about this account. Was not the effect of that closing entry to hide
from the directors of the association the fact that on that day the freezing works owed the association £14,000;
and, in fact, to hide altogether that the freezing works were being run by the association?—I cannot say if that
was the object.

| do not ask what the object was. |s there anything in the balance sheet of 1894 or in the schedul es attached
to show that the business was being run at all?>—That is transferred absolutely to Mr Ward.

Answer my question. That istransferred absolutely to Mr Ward. And is there anything to show the directors
of thisinstitution that these freezing works were being carried on by them?—Nothing there to show.

First of all Mr Ward s account is debited with £14,000, and contemporaneously with that the balance of
debtsis reduced by £35,0007—Y es.

So not only isthe fact of those works being run concealed, but the state of Mr Ward's account is concealed
at the same time?—Y es.

Were you ever shown, Mr Hannah, any register of securities>—No.

Did you not think it necessary to inquire for those? Show me the list of book debts for 1895. Y ou see that
list [referring to the list produced] isfirst of al called book debts, isit not?—Yes.

And it shows atotal amount of £36,0007—Y es.

Now | find it subdivided into £29,000 of advances, which you told us were secured debts, and £6288 of
unsecured debts. | find on looking at page 29 of this book that the Hokonui Railway Company is a debtor to the
association far £3919 Ibs 5d, and on page U | find that [unclear: t] Southland Rope and Twine Company isa



unclear: debt] for £2079, making atotal indebtedness [unclear: betal these two of £6000. The total amount of
[unclear: ab] debts unsecured is only £6288. Take the amounts. Did you not think it necessary satisfy yourself
in some way that those among were advances against shipments?—I [unclear: da] recollect.

Did you make any inquiries for aregister securities? | suppose you usually find is company thereis such a
thing?—Y es.

What were you told when you inquired! | don't recollect.

Y ou don't recollect inquiring?—I [unclear: d] recollect.

Do you remember what oats were in store? Asto the oats in store | took the [unclear: manal word asto
what oats were there.

Y ou took the manager's word that the were oats in store to the extent of that £16,0 worth of produce?—Y es.

Do you think it at all proper to put in [unclear: a] association's books the fact that they [unclear: ab]
£16,000 worth of oatsin store and take [unclear: o] the manager's word tor it?—I must have [unclear: sa] fied
myself at the time, but | cannot say [unclear: no|

Surely we are entitled to some more [unclear: pal cularity than that. Y ou say you must [unclear: h]satisfied
yourself in some way. What step [unclear: d]you take to get anything beyond the manage word?—I don't know
that | did.

Did you not know that avery few most after this the oats in stock, according to [unclear: al books, were
some £16,000 short?—I did [unclear: b] know that.

Mr Solomon intimated that he was [unclear: finish] with Mr Hannah's examination, and Mr [unclear: Ch|
man said he did not propose to ask any [unclear: questions].

Mr Solomon said that so far as Mr Ward [unclear: aconcerned he had no more questionsto [unclear: &l
except the questions relating to his person position. That was to say, he desired [unclear: him] supply details as
to how he stood at the [unclear: instion| of the company, and also with a[unclear: statem] of how the £67,000
was made up. Of course was probable that time was wanted for the There was only one other question he
[unclear: m] want to put to Mr Ward, and he (Mr [unclear: Solome| would like time to consider whether it
[unclear: al advisableto put it.

Mr Chapman: What is the question?

Mr Solomon: 1 say 1 may want to put [unclear: al other question, but | have not made up my [unclear: m]
to that. Otherwise | have finished Mr Ward examination.

Mr Chapman, in reply to his Honor, said the were not prepared to go on with Mr Ward's, examination.
They would haveto [unclear: coos| what topics must be gone into, and what [unclear: ft] ther subjects they
should examine upon, and he felt that they must wait till Mr Ward's [unclear: exal nation closed before they
could consider that Mr Solomon suggested that an adjournment should be mule till Wednesday, as, in his
opinion, that would give Mr Ward ample time.

Mr Chapman applied, on behalf of Mr Ward, for access to books and documents.

Mr Solomon asked if Mr Chapman agreed to an adjournment until Wednesday morning.

His Honor thought Mr Chapman ought to be ready to go on on Wednesday .

Mr Chapman: Ihope so. The newmatter ismainly that which baa still to come.

Mr Solomon: There is no new matter that | know of except one neat question. The other new matter 1 have
indicated before, and al that | want is an answer.

The court then adjourned until Wednesday forenoon, it being understood that Mr Ward and his advisers
should have access to the books and documents under the supervision of the deputyregistrar of the court.

FIFTH DAY—WEDNESDAY.

His Honor Mr Justice Williams sat in the Supreme Court yesterday, when the taking of evidencein
connection with the proceedings for the liquidation of the J. G. Ward Farmers' Association was continued.

Mr Macdonald (of Invercargill) appeared, with Mr Solomon, for the official liquidator (Mr W. R. Cook);
Mr F. R. Chapman, with Mr Theo. Cooper (of Auckland), for the Hon, J. G. Ward and the officers of the
Farmers Association; and Mr Gallaway on behalf of Mr C A. Birch, formerly manager of the Colonial Bank at
Invercargill.

Mr Solomon, before continuing the examination of Mr Ward, said that there were two things that he
deaired to mention. One matter, which in the rush of things he had omitted to mention, was in connection with
the produce account. In connection with that account he showed that by reason of the entries to debit certain
profits had been made which had not been made and certain assets created which did not exist, but he forgot to
mention that there was creditedto the same account the sum of £67 14s 1d. Were hie learned friends on the
other side prepared to give the information be had asked for in regard to Mr Ward's drawings from the
business?



Mr Chapman said perhaps Mr Solomon would examine Mr Ward upon that.

Mr Solomon replied in the negative. He asked for the particulars now.

Mr Chapman: We do not understand the question now. An endeavour has been made to furnish the
information, but we do not understand on what basis the question Is put.

MrCooper: My Learned friend has given us certainfigures, but we cannot see what basis is represented by
them. For instance, a sum of £12,000 has been put in, and we do not see how that has been made up.

Mr Solomon would put that matter in such away that there could be no misunderstanding about it. At the
end of 1895 Mr Ward, as showed by his books and his promissory note, owed the association £55,000. In
addition to that Mr Ward had paid into the association as his bankers a sum which the liquidator made out to be
£12,000. It might have been alarger sum, but if it were so Mr Ward's position was accentuated. That £12,000
represented the sum Mr Ward was entitled to draw by way of salary, honorarium and otherwise. He (Mr
Solomon) wanted to know where that £12,000, as well as the £55,000, had gone.

Mr Ward said that besides the £12,000 there were numerous credits, extending over a period of three years,
amounting to several thousands of pounds, There were also debits amounting to many thousands of pounds. Mr
Solomon had mentioned a specific amount of debits amounting to £43,000 and credits amounting to £12,000.
They could not find items in the books which would tally with Mr Solomon's suggested expenditure of £43,000
or the suggested credits of £12,000. He wanted to know the basis upon which Mr Cook arrived at the two totals
of £43,000 and £12,000, for unless he had that they might be working on an entirely different basisto that
which Mr Cook has worked upon.

Mr Solomon said he could give all the information which appeared in the books. Mr Ward's payments in of
money amounted to £12,000.

Mr Cooper: Will you give us those items?

Mr Solomon: | cannot.

Mr Cooper; Mr Cook can, surely.

Mr Solomon; It was admitted here in the examination by Mr Ward, and it is avery simple matter to arrive
at it. Mr Ward's salary of £500 ayear in three years amounts to £1500.

His Honor; That was paid in.

Mr Solomon; Yes: | can take you up to £12,000 that be paid in in amoment, But my point isthis. that he
owes in addition to that £55,000 more, That is atotal sum he has drawn out of £67,000.

His Honor: That appears by the books.

Mr Solomon said that the books showed that that amount had been drawn out, but only £47,000 could be
traced. He wanted to know what the £67,000 Mr Ward drew out was for—whether it was to pay |osses made,
payment for himself, or the payment of debts. It bad been stated in areport which could not be put before the
court that of that £53,000 £20,000 consisted of debts Mr Ward owed at the time the association was formed,
and which he got the association to pay for him. That has been stated distinctly, so that instead of Mr Ward
taking over the association's debts, it had been the other way, mud the association had paid Mr Ward's debts. If
it was misleading he (Mr Solomon) could Dot help it. The matter had been dragged out of him. If it was not
true no one would be more pleased than the liquidator to find that it was not true.

Mr Cooper again asked for information to give them a basis on which to start their investigation. They
wanted the material upon which the £12,000 and the £43,000 were based. With that information they could
easily go through the books, but without it it entailed the necessity of going through this whole of the books
during the existence of the association, and taking out all the items having reference to Mr Ward and the
association.

His Honor: There were a number of drawings out. It is suggested that these drawings out, or some of them,
were for the purpose of paying off Mr Ward's liabilities prior to the formation of the association, and the; want
to find out if that is so.

Mr Cooper said that the association received considerable sums of money from Mr Ward and disbursed
considerable sums for Mr Ward.

Mr Salomon: Of course, but, whatever was disbursed and whatever was received, the result, nevertheless,
in fact, isthat they disbursed £565 000 more than they received, and the £12,000 is also gone.

His Honor said he understood Mr Cooper to say that more than £12,000 was paid in.

Mr Solomon replied that if Mr Ward paid in more than £12,000 of his private moneys he had more than
£67,000 to account for—the £55,000 and the more than £12,000. the more be had paid in the more there was to
account for. His (Mr Solomon's) point was that, whereas Mr Ward had received from the association £67,000
more than he gave the association, he (Mr Solomon) could only find out that he had lost £43,000, and the
inquiry was as to what he had got the other for.

His Honor asked whether Mr Solomon could give the information.

Mr Solomon answered that he could.



Mr Cooper asked why he had not given it before.

Mr Solomon said that he had not been asked for it, and it was not his place to offer it.

The document was thereupon banded to Mr Cooper.

Mr Solomon said there was one question that he had previously said he might ask. the reason why he had
said he would like to consider whether he would put the question was that he considered it at least arguable
whether it had reference to the affairs of the association or not; but it had been brought directly before the
notice of the liquidator, and it was as much as anything to alow Mr Ward an opportunity of explanation that be
now asked his friends whether they wished the question to be asked.

Mr Ward: | understand the whole matter to be gone into.

His Honor suggested that counsel [unclear: shot] consult as to the question.

This being done,

Mr Solomon said: Mr Ward, there was company started in Invercargill in July of [unclear: 188] called the
Southland Rope and Twine [unclear: Co] pany. | find on examining the books of [unclear: fe] company that
the first cheque written by [unclear: al company is acheque for the amount of [unclear: b] money that was paid
for its stock—you [unclear: t]accept my assurance that it was so—and [unclear: i] second cheque given by the
company isa[unclear: ch| for £6000 and some odd hundreds—[unclear: al] Cooper: "£6464")—paid to you.
That is not, Mr Ward?

Witness said that was so, The [unclear: cheq] £3000 was not for the purchase of stocks.? position was this;
Mr William Ross at one [unclear: b] owned the Southland Rope and Twine [unclear: fal in Invercargill, He
was carrying on his be ness with the Colonial Bank, which at [unclear: p] ticular juncture would not allow him
to [unclear: c] on the manager of the bank, Mr [unclear: Ban| interviewed him (Mr Ward) and asked [unclear:
alto assist Rosa out of histroubles. He [unclear: w] nto the matter, and finally agreed to take [unclear: i] output
from Mr Ross of histwine works. [unclear: t] quantity of the twine sold to witness came something over £5000
at the date of the [unclear: t] mation of the company. About this time inspector of the bank disagreed with Mr
[unclear: r] and would not carry on his private account connection with his factory. Mr Ross's [unclear: o] draft
at the time ran in something like [unclear: £25] which was not for twine stocks at all, but connection with the
factory for the [unclear: manufactre] of twine. A second time the head officials [unclear: to] him they would
not carry on Mr [unclear: ro] account, and for the purpose of saving [unclear: t] from pressure by the bank
witness agreed put the business into a company, [unclear: stipuk] that the stocks he had purchased from Ross
should, in the first place, be taken [unclear: to] by the company—that was the stocks of [unclear: alplus
interest and all charges, to the [unclear: dat] company was created the value of the which witness had
previously purchased [unclear: in] Mr Ross, as aprivate individual, with [unclear: into] and chargesto date,
ran into £6464. Asa[unclear: m| of fact, the statement had been made—[unclear: w] he understood Mr
Solomon wanted him clear up—the statement had been made Mr Ross that he knew nothing of the [unclear:
char] for £6464, but it was a fact that the cheque [unclear: s| signed by Mr William Ross himself, as [unclear:
al Solomon knew.

Mr Solomon: Of courseitis.

Mr Ward; Then why did you not say before?

Mr Solomon: Excuse me, if you want [unclear: al explanation you can haveit, but | prefer not giveit.

Mr Ward: | do not object to it.

Mr Solomon: Understand, | merely ask questions. | make no comment. | am only acting on my instruction,
and have studiously avoided making any comment, but if My Ward wants the explanation | can give it.

Mr Ward: Y our Honor, thisis avery important matter to me, and | know this question has been put by the
liquidator at Mr Ross's request

Mr Solomon said that was not the case. He had made it clear as noonday that he would not put the question
unless witness's counsel desired it.

Witness continued: The cheque showed on the face of it the specific purpose for which it set out—£6464
foe 161 tons 11cwt twine, and cheque as per contra entered on the ether side. He stipulated at the formation of
the company that this should be taken over. It was not likely he would start a company unless that were done,
and compete against his own stock. Mr Ross, he understood, had told the liquidator that when he was shown the
entry £6464 it was the first he had seen of it, and gave him a great shock. The fact was Mr Ross had himsel f
signed the cheque. His recollection of the circumstances as to the formation of the company was this: Ross was
practically in adifficulty asfar as the bank was concerned, and at the time, to get the whole position put on a
basis favorable to Ross, witness agreed to put the business into a company, and paid £500 for shares and gave
his guarantee, with others, at the back of the account to support it when it was created. The stipulation as to the
stock being taken off his hands was made with Rosa, among others. Ross was the principal on the one side, and
witness on the other. The stock was taken over, and; the cheque was paid by Ross, and it was singular and
remarkable that, although years had passed by, nothing had been said about it until the present juncture. He



could not say if he told the bank or anybody about this stipulation. He was to get £40 aton for the twine, and
every-body interested in the matter at the time must have known he was making a profit by the transaction.

Mr Solomon: Was this matter brought before the board of directors of the Rope and Twine Company and
sanctioned?—I do not know whether it was brought before the board or not; if so, It will appear in the minutes.

Further examined: Some of the twine was paid for at the rate of £33 aton and some at £38. He was told by
Mr Fisher that some was paid for at £38. He knew nothing of the details himself, and he was bound to take
information from those who did know.

Mr Solomon: | suppose we must get it from Mr Fisher. The point is: Isor isit not afact the board of
directors were made aware that you should sell the stock of twine on your hands at a given profit, or whether it
was hidden?

Witness: There was nothing hidden about it; and my answer to that specifically is that two of the directors
signed that cheque—that Mr William Ross signed it,—and the purpose for which the cheque was given was
stated across the face of it.

It was to his obvious interest to sign the cheque P—It would not be his obvious interest to sign a cheques
for £6450 unless it was aright cheque to sign. Thisis nothing whatever to do with the Ward Farmers
Association. It was brought forward as it had been reported that | had improperly got a cheque for £6450.

| was asked to bring the matter forward, and thisis all the thanks | get.—I would have brought it forward if
you hadn't.

Mr Chapman: Then asto this, Mr Ward, while it in before the court | will ask you this: Did | understand
you to say that Ross did not hold stocks in connectiou with this factory himself, but that you had bought (over a
series of years) all bis stocks?

Witness: We had bought the whole of the twine stocks?

All in:, manufactured stockss?—All his manufactured stocks.

And what he had of his primary manufacture, his machinery, and his crude material>—That is so, so far as|
understand.

Suppose he nad come to grief and gone out of business, you would have had his stock on hand?—That is
SO.

And probably the only stock held in Southland?—I don't know about that. There might have been other
stocks held there, but we would have have had the principal stocks. We should have sold the whole of that
stock in connection with our ordinary business perfectly easily.

And this £40 aton; could you have realised that if you had gained, and supposing he had come
down?—The stocks would have been sold by ns at so much per pound to farmers. | cannot give the exact
poundage rate at the time, but | am perfectly confident that at aretail price we should have realised that, if not
more.

Do you know at what rate the company retailed them?—I cannot say from memory. | don't know whether |
have anote of it here.

Itdoes not matter if you don't actually know.—I don't actually know.

The price. | understand you to say, would have covered the cost of charges and so on?—I would not have
sold them to the Southland Rope and Twine Company unless they had paid me interest and charges and profit
aswell. | was under no obligation to Mr Boss of any sort. 1 took £500 of shares in the company, and paid for
them, to assist them to come into existence. | personally new charged the Southland Rope and Twine Company
ashilling for anything 1 did, and | don't know why Mr Ross should regard me as a philanthropist in connection
with an ordinary matter of business

In reply to further questions, witness said the paragraph in the liquidator's report relative to acquiring the
goodwill of the freezing works business fairly stated the position be thought; but the paragraph in question did
cot indicate the full position. The inference from the statement was that, although it was stated that the frilling
works were established not to be acquired by the Farmers' Automation, that the association did acquire them
after ward. That was not quite correct, The association carried on a considerable portion of the business and
assisted in creating the business, but it never acquired the Ocean Beach freeing worts at all. Thu paragraph in
the liquidation report referring to the agreement to purchase the freezing works was not correct, and he
complaint that the report wait in many respects a biassed one. He also complained of the liquidator having
italicised certain words in the agreement, no italics appearing in the agreement itself. Next there was areference
to hie appointment at a salary of £500 a year, but that was in accordant with the agreement, in the first instance,
in connection with the formation of the company. With reference to the fresh share capital and the capital taken
by himself (Mr Ward) Mr Solomon had endeavoured to make out that he (Mr Ward) had paid nothing on his
shares, but bn wished to point out, as would be seen by his account with the Farmers Association, that there
had been an appropriation of capital paid in from time to time by himself, and if there were a debit of £1 per
share set against himself in the first instance it wan only fair that that appropriation of capital should be



regarded as a payment by him of £1 per share. He wished farther to say that no sharebrokers were employed in
obtaining shared or in pushing the male of shares, and no brokerage was paid. Nor were there any legal
expenses incurred in the formation of the company beyond the payment of the Solicitor's fee. With reference to
the liquidator's comment on the issue of fresh capital on May 3l, 1894, the impression was conveyed, whether
intentional or not, that there was some motive for showing the proposal to increase the capital. There was a
motive, and the motive or intention of that proceeding would hive been readily supplied to the liquidator if he
had made any inquiry of him (Mr Ward). It was contemplated at the time to increase the nominal capital from
£140,000 to £230,000, with aview in the future to attach perhaps the Ocean Beach Freezing Works to the
Farmers Association as a proprietary institution owned by farming shareholders; and in order to be in readiness
to take that step, when considered advisable and feasible, they decided to take authority to increase their
nominal capital to £250,000.

His Honor did not think it was suggest that there was anything improper in kb increase of capital.

Hr Solomon: | do not say so.

His Honor: It might have been done for very good reason,

Mr Ward: | am very glad to know that, to cause, as a matter of tot, | have seen it commented on in the
opposite direction; indeed, has been commented on all over the Upon the the question of the £100 debenten
hypothecated to the Colonial Bank, there [unclear: alcorrespondence upon that between the [unclear: manag]
of the bank at Invercargill and the association but that correspondence was probably at [unclear: a] hotel. That
letter said nothing about hypthecation at all. The position, as a matter fact, was that these £100 debentures we
lodged with the Colonial Bank as [unclear: colster] security of the Ward Farmers' Associate There was an
agreement in writing that the were to be sold at par, and the proceeds were go to the credit of the association,
and [unclear: al interest was to be charged until they were [unclear: a] Asamatter of fact, they were regarded
by [unclear: al (Mr Ward) as though they did not exist [unclear: a] they were sold, and until the association had
pay interest on them.

Mr Chapman: In other words, you [unclear: beli] they were free and lodged as collateral [unclear: sec| for
an indebtedness which bore [unclear: independe] interest, not at the rate stated in the debt tures, and the bank at
the same time it agentsto sell them at par and credit the [unclear: ass| with the proceeds.

His Honor: They were lodged with the [unclear: a| collateral security for an advance, hat [unclear: al did
not hear interest. The bank wasto [unclear: al them first.

Mr Chapman: No doubt, a court of [unclear: eq] would deal at with it as a charge in detail.

His Honor: If deposited as [unclear: collat] security it would be open for the bank to [unclear: a] them at
any time.

Mr Chapman: Crediting to par; for the They were agents for sale at par.

Mr Solomon: The bank's accounts [unclear: seem| show it isamere matter of detail that: 20,000 shares
were hypothecated, but were [unclear: al to be treated by the bank as having been [unclear: so|

Mr Chapman: They did not debit [unclear: a] different rate of interest.

Mr Ward: There was no interest on then all. The position is that the £20,000 [unclear: a] interest at the rate
of 6 per cent., and [unclear: al £10,000 worth paid no interest until they [unclear: al sold.

Examination continued: Referring to £20,000 in connection with the [unclear: deben| which had been
placed to his credit, Mr [unclear: al said that he gave no authority for thisto done, or in any way suggested that
it should done. In regard to the second lot of 300 [unclear: deb] turts, he had aso given no instructions
directions as to how they should be treated—| unclear: al was, of course, so far as any individual account was
concerned.

Mr Chapman said that paragraph 29 of the liquidator's report stated that the statement of liabilities omitted
from the capital account the 3000 fully paid-up shares allotted to Mr Ward for the goodwill of the business,
which should appear as aliability for £15,000.

Witness replied that it did appear in the balance sheet. It appeared as "L ess shares for purchase of business
£15,000." The amount of goodwill on the other side of the balance sheet did not appear. One should be set of f
against the other. If it had been it would have been shown on the liability side. But the £15,000 did appear in
the balance sheet.

Mr Chapman said that the next paragraph appeared to make a complaint that certain specific items were not
mentioned in the statement of assets in the balance sheet. The report said they were presumably included in the
gross. Wasit, so far as witness's knowledge and experience went, usual to set out specific items of that kind in a
balance sheet?

Witness answered that he did not think it was usual. He had never seen it done. But, as a matter of fact, the
whole of these items did appear in the detailed statement attached to the balance sheet, so far as he know. There
was the Hokonui Railway and Coal Company, for instance, in the statement of the 30th June, appearing as a
debit of £1363 0s 7d. That was the first item, and the others all appeared.



Mr Solomon's point was that these detailed statements did not go before the sharehol ders.

Mr Chapman said that he was referring not to anything his friend had said but to the liquidator's report,
which apparently made a complaint that these detailed items were not set forth in the balance sheets.

Mr Solomon: That is so. That is our point exactly.

Mr Chapman: Now we come to paragraph 32.

Witness: That statement is relative to the entry of £1053, in which the liquidator says that on the 30th June
there was a balance of £10,553 4s 3d to the credit of Nelson Bros., and that "on the same date the following
entry appears on the debit side of that company's account, 17,753 carcases of mutton in store at date, £10,553 4s
3d." And lower down he says:. "In October the following entry was made on the credit side of Nelson Bros.'
account; 'June 30, invoice reversed, £10,553 4s 3d'; and a corresponding entry was made on the debit side of Mr
Ward's Ocean Beach Freezing Works account.” As amatter of fact it was agreed as part of the contract between
Nelson Bros. and myself that each steamer should clear the works, or, failing to do so, that the balance of the
meat should be paid for. The steamer did not absolutely clear the works on the 8th July, but she took 16,408
carcases, valued at £10,308 9s 2d. The steamer shut out a portion of the carcases that Nelson Bros. were entitled
to pay for, and, as a matter of fact, at the time the next steamer followed, the balance unpaid at that date
amounted to the difference of the invoice, £10,553 4s 3d, which was drawn for correctly in the first instance,
and the value of the meat shipped, £10,308 9s 2d. The difference under one system of book keeping would be
that the balance would be deducted and carried forward to Nelson Bros.—that is, the amount of the invoice
would be deducted from the actual amount that Nelsons were entitled to clear the works for and pay for; but
instead of deducting that difference and making the entry so, for the purposes of bookkeeping the entry was
reversed and the £10,303 was entered again, and the difference went forward to the next shipment, There was a
reversal of entries for the purpose of covering the balance. The amount was due by Nelson Bros. and paid by
them, and a full explanation can be given by the accountant when he gives his evidence.

Mr Chapman: The liquidator sets out what may be termed a model balance sheet which he has prepared
himself from the books of the association, setting out what he considers the published balance sheet ought to
have shown. Isthere any particular observation you would make on that?

Witness: | should like to say it will be found that although the official liquidator takes exceptionsin his
report and calls attention to the fact that certain items ought to be brought to debit before balancing day-interest,
among other things, not being brought to the debit-it will be found that when ha brings them to the debit he
makes the profit and loss balance exactly the same. Now, that being so, it is not possible, | think, for anyone to
come to any other conclusion than that these amounts must have been provided for, or a similar result could not
have been provided for, or asimilar result could not have been arrived by by the liquidator when he sets the
facts out. | know no reason myself why, for instance, in the balance sheet of the liquidator " Cooper and
Nephews, England, £1563 18s 3d," is set out. | am certain-and Mr Cook will agree with me-that, unlessit isfor
the purpose of reporting to the court, that in no commercial balance sheet, giving particulars of business, would
the balance be set out in thisway. | have never seen in done; and | have asked other commercial men questions
on the point, and they agree with me. The same remark applies to the detailed items set out among the items in
this balance sheet.

Witness continued: Asto the statement in the liquidator's report that goods were stated in the association's
balance sheet at £25,665 4s 2d, whereas they were in reality £28,682 12s 10d, the association's balance sheet
was correct,. as one item, £3017 18s 6d, was the value of a consignment from Cooper and Nephews The
consignment was held for Cooper and Nephews, and was not included In the stocks because it was not the
property of the association. He was satisfied that no trading company could possibly make up its balance sheet
in the way the liquidator had done.

Mr Chapman: In paragraph 62 there is a statement that "the balance doe to the bank is shown as 'Bank
account, £1185 4s 1d," This represents the amount without accrued interest at the close of business on the 29th
June, 1895, the association's balancing day, and includes cheques drawn and not presented."—Well, | wish
specifically to draw attention to thisfact, and | think the liquidator himself, upon consideration, will seeit is so:
In the balance sheet where be makes the comment that the £1185 4s 1d (without accrued interest) is debited to
the bank he himself in the books of the association draws up a profit and loss statement, and it will be seen that
in that profit and loss statement he specifically names "Colonia Bank interest accrued £1843 18s 6d,"and Mr
Cook there brings out exactly the same result of profits to the association asis brought out in the balance sheet
where he says that amount should appear. Now, unless that amount had been carried to suspense account and
interest debited it is not possible for the balance sheet under the different systems to bring about the same
results, | repeat that until the time arrived for the actual debit of interest to be charged——

Mr Solomon: Perhaps you are omitting to notice, Mr Ward, that Mr Cook himself says that in making up
his results he takes your figures.

Mr Cooper: But he shows the interest.



Witness: My point isthis: The liquidator complains that that item of accrued interest is not dealt with asit
ought to have been at the time of the balance of the association, and as a matter of fact upon the books.
Although he setsit out in detail he brings out the same resullt.

Mr Cook: | only had the same figures, These are the association's figures.

Witness: It shows, if you bring about the same result, that it was not wrong in the first instance.

Mr Chapman: Then the next paragraph refers the draft on J. Connell and Co., London, for £30,000: "On
that day a draft on J. Connell and Co., London, for £30,000 was negotiated by the bank for the association, and
the renewed promissory note for £10,000 in the Carswell transaction was discounted. Neither of these
transactions is shown in the balance sheet."—My answer to that in simitar to what | have already stated, In the
first place, in my absence Mr Fisher intimated to the bank that the question of whether or not that operation was
in accordance with what they had indicated to [unclear: m] wasto stand over until | was consulted on [unclear:
my] return. Alter my return, when was [unclear: con| | stated that the draft was net [unclear: algo forward,
became it was not carried or under the arrangements of the credit as [unclear: fir] by me.

That is, fixed between you and Connell?—Y es: and in addition to that | instructed him that it was not to be
brought again to the [unclear: debt] of the association, and | consequently took the over, and | say it was not
brought to the [unclear: de!] of the association again. Afterwards, when [unclear: th] association wasin credit,
the draft was [unclear: lit] and the warrant was returned to me.

Then paragraph 71 says: "As an illustration of the importance of this [referring to the previous paragraph], |
may mention that the past due bills on the 30th June, 1894, amounted to £2028 7s 2d, while or the 30th June,
1895, they had risen to the large sum of £10,438 19s 8d, and on the 20th June 1896. the date of the liquidation,
to £34,639 [unclear: 10s| 10d."—The cause of that was that the company was practicaly in liquidation for a
considerable time before those amounts had swelled up [unclear: a] wasfor a considerable period really in the
hands of the liquidators, and no ordinary business [unclear: a] the company was carried On beyond shrinkage
[unclear: al far as possible, and renewals were not agreed [unclear: t] by the bank: they would not give
renewals.

Mr Solomon: Was the company in [unclear: liquidstion] at the balance of 18957

Mr Chapman: No, in 1896. In paragraph 76 of the liquidator's report the liquidator says: "I am unable to
discover any trace of the [unclear: al warrants which are said to have supported this draft,” referring to the draft
for £30,000 drawn upon Connell and Co.—That warrant was [unclear: r] turned to me, and as a matter of fact |
haveit

Y ou have stated in a previous answer that the transaction was left in suspense until you should return to the
colony and give instructions as to whether that draft should go forward?—Y es. On my return that operation was
distinctly regarded by the bank as for me because they returned me the warrant.

Asto the liquidator's observation that he isunable to discover atrace of the oat warrants we see it now to be
one warrant. Did the liquidator ask you for it?>—No.

Now, in paragraph 79 the report says. "The liquidators of the Colonial Bank, in there interim report
observe: 'On the 31st August, 1894. Mr Ward discounted a British bill [unclear: a] Cooper and Nephews for
£25,000 and proceeds were placed to his credit. The bill was forwarded in due course to London, but we learn
from the inspector's report of 8th May that in had not been presented but was held in London by the bank. The
bill was subsequently returned to the colony without having been presented and debited to Mr Ward's account
on the 6th September, 1895. And further [unclear: al they ask 'With regard to the London draft for £25,000 on
Cooper and Nephews, why it was specialy instructed that this draft was not presented, and why it was kept in
London for nearly 12 months? | am required by Mr Justice Williams to report on this and also on the
transference to London of £16,000 of Mr Ward's indebtedness to the Colonial Bank, and on the giving up of
Mrs Barron's guarantees for £5000 on the 4th September, 1895, as set forth in the liquidators report.” In the
next paragraph of the liquidator's report he says: "Except to state that Messrs Cooper and Nephews appear on
the 31st August. 1894. to be creditors of the association for £3017 8s 8d, | am unable to give the court any
information on the matters referred to, m the books of the association contain to record of any of them."—I
remark, in thefirst place, that the books of the association contain no record of them because the association
has nothing whatever to do with it. And in dealing with the draft of £25 000 upon Cooper and Nephews first,
the following are the circumstances.—When | sold the Ocean Beach Freezing Works. the following is a copy of
the agreement signed between myself and the company in reference to the 25.000 shares that | held in the
freezing company: "In consideration of the foregoing, and of Nelsons having the control and management of
the company business as hereinbefore provided, Nelsons hereby guarantee to the said Joseph George Ward a
dividend of not lew than £5 per [unclear: tum| per annum on the sum of £24, 865 (being the value of 4975 £5
shares held by the said Joseph George Ward in the company) for a period of seven years computed from the 1st
of January, 1894." Negotiations were going on for the sale of those shares, As amatter of the draft was put in
with the security of those £25,000, in round numbers. That draft whsput in with that security, and with a



guarantee with regard to the rate of interest, guaranteeing 5 per cent, interest payable for seven years, attached
to it the date of the agreement to which | have just referred is the 18th of June, 1894. The letter bearing upon it,
so far as the bank is concerned, is as follows.—

Weéllington,
3lst August, 1894.

With reference to the demand bill for $25,000 on Messrs W. Cooper and Nephews, Berkham-stead,
England, negotiated for you to-day, we underlake and agree with you that on receipt by us of a cablegram,
which we have arranged to have sent London, advising us when this bill is duly paid, we shall deliver to you or
your appointee, free of lieu, the scrip for £24,865 fully paid-up shares in the Ocean Beach Freezing Company
and scrip for £16,000 fully paid-up share in Nelson Bros. (Limited), now held by [unclear: o r] Invercargill
branch under letter of [unclear: Ifen] from you.

In the first instance purchase was delayed. It was afterwards, however, completed, and £25,000, less the
difference | have referred to—viz., £24,800,—was paid into the Colonial Bank at Wellington; and | wish
particularly to call attention to the fact that | had the right to take the £16,000 of Nelson's shares under the
agreement without any further payment whatever. As a matter of fact, | ought to have taken this £16,000 worth
of Nelson's shares out and handed them over to the Farmers' Association at that time in support of my general
account, but it was afterwards decided to sell those shares—aslo in Wellington. | should like to state before |
leave that question of the 25,000 shares, and at the same time the guarantee of 5 per cent. for seven years, that
there was another point in connection with the £25,000. An appointment was made in connection with the sale
by which | wasto receive £500 per annum, and the following is the letter bearing on the matter:—"June 8,
1894—Referring to sundry proposals for adjustment of the ‘Ocean Beach Co., it is understood by the
undersigned that you take the position of managing director at a salary of £500 per annum from January 1,
1894" Thisissigned by W. Wilson an G. L. Sunderland. That is also in connection with the £25,000 to which |
have referred. So, in addition, | aso had asalary fixed at £500 per annum, | had aright to take Nelson's shares
upon that sale being completed, as it was to have; taken them out from the bank.

Witness continued: Regarding the £16000 draft upon Nelson Bros., he wrote to the bank on August 19 a
letter in which he gave them directions to send scrip for the 16,000 shares to Loudon for sale. In hisletter to the
bank in London he limited the price at which the shares were to be sold at £9. He would like to point out in
justification of placing that price on them that the year previous Nelson Bros. had paid a dividend of 10 per
cent. The frozen meat business afterwards became very much disorganised, and the value of sharesfell
enormousdly. the following was the letter he wrote to Mr Cowie, manager of the bank in London:—

WEellington,
August 21, 1895.
George Cowie, Esqg, London. Dear sir,—

In refernce to my power of attorney, signed by me this day to you, | hereby instruct you to dispos of these
shares (Nelson. Bros. and Co., Limited) at or better then £9 per share, but not lower thanthat figure. With the
additional financial strength Nelson Bros (Limited) have gained by the recent alteration in their business their
shares should go to par, and | trust to you torealise par if you can possibly do so.—J. G. Ward.

He also wrote privately to one or two gentlemen in London asking them to further the sale of the shareson
his behalf. Referring to Mrs Barron's guarantee, he said that that guarantee was given up directly in accordance
with the arrangement made by him when the guarantee was given in the first instance by Mrs Barron. Any
suggestion that this was a conclusion or a subsidy obtained by him on the guarantee which he was not entitled
to get was absolutely without foundation. The following memorandum in Mr Henry Mackenzie's handwriting
was handed to him at the time the guarantee win given:—"The freezing account to come down £2500 a year
until £5000 is reached, when we will give up Mrs Barron's guarantee; life policy for £5000 to be assigned to the
bank." He had the receipt of the life policy which he took out, and which he at signed to the bank. The account
came down below the amount turned, and it was no question of favour to get the guarantee back; it wan aright,
Asamatter of fact, he did not demand the return of the guarantee, but he would not have paid the cheque into
the Colonial Bank at Wellington, Dunedin, Invercargill, or anywhere else unless that arrangement had been first
carried out. The transaction was purely a matter of business, in accordance with an arrangement made, and
there no favour on the part of the bank extended to him at all. The draft on Cooper nod Nephews was drawn on
them in the Brat instance because he had business transactions with them, and because he proposed to



constitute them his agents for receiving the proceeds of the sale of the sharesin Nelson Bros. (Limited), The
draft was not to be presented, in accordance with his letter to the bank, till be cabled, An alteration in the
arrange merits, so far as the sale was concerned, was made, and in accordance with the arrangement with the
bank that matter was allowed to stand over until after his arrival in England. While he was in England be
completed the sale of the shares, and |eft the payment to stand over until he aimed in the colony. On hisreturn
to the colony the money was paid in, and the draft lilted. There wan no reason, so far as be (Mr Ward) was
concerned, why the draft could not have been obtained in the first instance. Since the matter was put to me this
morning by Mr Solomon, | have both looked into it and made inquiries, and | find that the sale to the Southland
Rope and Twine Company was not effected at a profit at al, so far as| was concerned. The pale was the cost at
the time plus charges, plus interest and storage, and it left no profit to me. In addition to that | may say that
what was paid by me for the twine to Ross in the first instance was not £33 as indicated by Mr Solomon, but the
price ran from £38 down to £34 per ton, and | find, moreover, what the selling price at the same time was £42
10s.

At what time?—At the time of the sale by me to the Southland Rope and Twine Company.

Y ou got £40 aton, but the selling price at that time was higher?—£42 10s a ton.

Irrespective of the question of freedom of contract, supposing that Ross had wholly railed?—That was the
selling price at [unclear: th] time, £42 10s aton.

Now, Mr Ward, continuing the references [unclear: th] the liquidator's report: It is stated that [unclear: no]
provision has been made in any of the balance sheets for bad and doubtful debts. Isthat the ease That is not the
case. Some provision [unclear: in] made in the balance sheets for bad and doubtful debts.

Mr Chapman: The amount is not stated, [unclear: bu] the profits are stated to be after deducting [unclear:
b] debts.

Mr Solomon: We could not go into that question, Mr Ward. We will have to go into this at greater length
later on. Before we go on | might be able to save a good deal of time by interjecting [unclear: al question about
bad and doubtful debts, Mr Cook shows that £600, | think, was written off for bad and doubtful debts. That is
our point—that except the sums written off there it no provision for bad and doubtful debts. If you will look at
the report you will see that "as has already been remarked, no provision was made for doubtful debts, but in the
year ending the 30th June, 1894, the sum of [unclear: £463] 7swas written off as bad, and in the year ending?
29th June, 1895, £813 17s 4d was so written off." Our point is that irrespective of thesetwo amounts there are
thousands and thousand of bad and doubtful debts for which then [unclear: is|no provision.

Mr Chapman: The paragraph | called attention to is that no provision has been made for bad and doubtful
debts.

Witness: In that paragraph it says no provision has been made. In one of the last paragraphs it says that
some provision has been made.

Mr Chapman:Now, Mr Ward, | think Icome now to the head of the report "methods of finance," Y ou were
not asked any questions about these drafts, and | have only one question to ask you, whether you personally
have any knowledge or means of explaining a answering these suggestions, that 174 drafts were discounted,
representing no business oftheassociation—with no trace of business with the drawees to support any of
them—whether you have any personal knowledge of the purpose of these drafts?—I have not gone through
then myself and personally investigated these drafts, but | never heard of the association issuing draftsin the
way indicated in Mr Cook's repot and | know, from information that has been furnished to me by those who
have gone through the books, that the statements [unclear: con| tained in Mr Cook's report are not correct.

Mr Solomon; In all esses?

Witness: | say that in all casesthe [unclear: spe] mensindicated by Mr Cook in hisreport [unclear: th]
answer to them is specific and clear, and [unclear: al show that what is stated by the liquidators contrary to
fact; and, asto the 41 drafts which Mr Solomon says he has personally investigated, | know from an
investigation which has been made that the statement he made that they are unsupported by business on the
draweesis also contrary to fact.

Mr Chapman: But these facts you do not derive from any investigation of your own?—That is so.. | have
no knowledge of the Fact at the time of the drawing, but | know that Mr Fisher and Mr Anderson have traced
the drafts individually through the boohs—both those that ate indicated in the report of the liquidator and the 41
additional which Mr Solomon has referred to—and upon that information the statement made m the report is
not correct, nor is the statement that was made by Mr Solomon.

Questioned as to the paragraphs of the report dealing with the produce account, witness laid that the
detailed information had better be asked from the manager of the association, who was familiar with it. But he
might state again that an investigation of the report did not bear out the liquidator's statement in reference to
this matter. Items in the books showed that to many material respects that statement was contrary to fact.
Proceeding next to the liquidator's remarks in the report on profits from interest, witness said the course



adopted was that interest was charged upon all accounts owing to the association at a rate exceeding what was
being paid for the accommodation, and stock accounts were subjected to the same method. That was the
method adopted by trading houses, and rightly so, as by that means each of the various claves of accounts bore
its proper proportion of charges, and at balance time what was shown was the difference between what was
received and what was paid, instead of showing all that was received and all that was paid, and be contended
that the course followed was the usual one.

Mr Chapman next read to witness that portion of the report in which the liquidator said he had found it
necessary to prepare fresh statements of profit and lots, in which he had corrected the improper debite for losses
on shipments, interest, and storage; and, continuing. Mr Chapman said: Now, do you agree with the method and
results adopted by the liquidator?

Witness: Well | not only do not agree with it, but | am perfectly satisfied as the result of investigations that
the liquidator is entirely wrong in many of his conclusions upon this matter. In the first year's statement of
profit and loss account, | say that the liquidator started from awrong basis, and has perpetuated that mistake
throughout. For example, the sums £272 Os 6d, £136 Os 3d, £201 7s 4d, and £60, which Mr Cook deducts from
profit as wrongly charged, were, when credited to the respective accounts entitled to them, and taken into profit
on June, 1893, debited to the "J. G. Ward grain account." The items £459 7s 6d, £147 14s 6d were debited to
produce account, and the whole balance of that account, as reported by Mr Cook elsewhere, after being charged
up with these two items, was transferred to the debit of the J. G. Ward grain account, by charging Mr Ward up
with al stocks on hand at a price, inclusive of above charges, sufficient to cover the entire debit balance, and
the produce account was closed, the new J. G. Ward grain account becoming an asset of the association. The
first four items mentioned above were also charged to this account, and the whole responsibility of that account
devolved upon me, and the whole amounts shown continued in that account till it was finally closed in 1895, up
to which date the balance had always been treated as an asset. The balance as shown by Mr Cook of £6997 11s
7d was transferred or merged into the produce account of that year, and against which produce account was
credited with £7000, and that entry can be found at page 164 in the Ward Farmers' books—Journal B1.

Mr Solomon: We referred to that.

Witness: Y es. but you have not carried it out, and J. G. Ward's private account is specially referred to in the
entry of Journal B. The amounts remained to Mr Ward's credit till the amount was paid in 1895.

Mr Solomon: May | ask what you are reading From?

Witness: From my notes attached to the liquidators report.

His Honor; | understand that he had the report before him, and that he has been through the books. Of
course he could hardly be expected to carry al thisin his head.

Mr Solomon Of course. | noticed he was reading.

His Honor: That is so. You are reading results that you have made?

Witness: That the officers have made, and that | have gone over since. The amount remained to J. G.
Ward's debit when the account was paid in November, 1895, Now, having followed this account from its
inception to its close, and having found it actually paid, | do not see how Mr Cook can justify his contention
that the amounts were wrongly charged; and how can be deduct amounts which have actually been paid by the
person to whom they have been charged? Exactly the same remarks apply to the item £770 1s 2d in the 1894
profit and loss statement, the whole of which, being a collection of sundry losses, was debited through the
produce account to the J. G Ward grain account, and was included in the ultimate debit balance of that account
when paid in the manner specified already. The item £481 18s 9d, deducted by Mr Cook as having, after being
charged to J. G. Ward, been reversed and borne by the association, requires a different explanation. And here,
again, Mr Cook is at fault and has drawn awrong conclusion, resulting his deciding to deduct from profit
shown an amount which, had he traced it to its finale, he would have found was ultimately borne by Mr Ward,
asoriginally charged, and did not devolve upon the association. When the produce account in 1893 was closed
and the whol e debit of same and stocks representing it were taken over by Mr Ward in the J. G. Ward grain
account the total amounted to £27,630 16s 2d, being the price of the grain (£27,135 3s1d), as per Mr Cook's
report under produce account, and the several charges for storage, & ¢., amounting to £695 13, 1d. It was settled
for by various payments by Mr Ward amounting to £27,348 17s 5d, leaving a balance of £481 18s 9d,
representing aloss on oats, This balance was at various times transferred from one account to another for
reasons of which | am not aware, and | only follow the result from the actual entries, anathey are as follows
First, Journal page 149—£481 18s 9d debited to J. G. Ward business account, and credited to J. G. Ward grain
account, which closed that account for 1893. Second, Journal page 166—£481 18s 9d transferred by redebit to
J. G. Ward grain account and credit to J. G. Ward business account, and in J. G. Ward grain account it remained
in debit till that account was finally paid off in the manner | have described. It will be noticed that, though
transferred on more than one occasion, the amount never passed from my debit, but was ultimately paid by me;
so that Mr Cook is absolutely wrong in deducting it from profit. Then £752 12s 5d, deducted by Mr Cook,



requires a special reference, as the error made by him over this amount is of such an extraordinary nature asto
demand a paragraph to Itself, amounting as it doesto what | call an error in perpetuity, This Amount
represented at the June, 1893, balance the debit of the J. G. Ward wool account, and as such was taken as an
asset, the amount being the balance (1oss) created over certain wool transactions being carried on at the time of
the formation of the association and completed subsequently. Had the various amounts representing this amount
been debited to the profit and loss account as the various losses arose, there is no doubt that the 1893 profit
would have been that amount less than actually appeared, and no J. G. Ward wool account would have been
created. Up to this point Mr Cook is probably correct in deducting the amount from the 1893 profit, but, having
thus deducted it, Mr Cook has entirely lost sight of the fact that our next year's profit was reduced by this
amount, and in order to write off the J. G. Ward wool account we wrote off the profit and loss account of that
year an equa amount, thus reducing our actually earned profit for that year by that amount, so that if we were
wrong in taking into profit in 1893 [unclear: al have subsequently provided for it out of [unclear: al profit
earned. Now the result of Mr [unclear: c] figuresisthat, having taken as the basis of [unclear: €] profit and loss
statement our amount of [unclear: £4] 19s 1d, he commences to deduct from same [unclear: a] theitems| have
already described, amounts [unclear: al in al to £2511 1s 3d. and brings down [unclear: al balance of £1903
17, 10d asthe actual [unclear: p] earned for the year 1893 Supposing that [unclear: a] Mr Cook's contentions
areright—and | [unclear: sh| shown that they are all wrong.—Mr Cook [unclear: g] to this point: He has
already written ten off [unclear: th] item of £752 12s5d, and got it out of sight, but [unclear: al addition to this
he piles on the agony in [unclear: a] second year's report by taking our balance [unclear: a] profit earned for
the year—£5746 1s 1d—[unclear: al commences again to deduct various [unclear: amo] which he finds
charged up to various [unclear: acco| he denies are entitled to bear them, entirely [unclear: a] getting that the
profit so earned of £5746 [unclear: a| is earned after we have charged profit and [unclear: k| account with £752
12s5d to pay off the old [unclear: a] G. Ward wool account, and that, had we [unclear: be| written off that
account, our net profit [unclear: w| have been £5746 1s 1d plus £752 12. 5d, equal £6498 13s 6d; so that if we
took too much [unclear: p] thefirst year, we provided for it out of [unclear: pr] earned the second year. But Mr
Cook takes [unclear: is| cognisance of this, and the result is he has [unclear: dal ducted it from first year's
profit and duplication the reduction by forgetting to add to the balance of profit earned the amount of £752 12s
in written off commission account. Now, if [unclear: t] analysis of that profit and loss account, as [unclear: al
dicated by Mr Cook in hisreport, is careful, gone into, it will bear out what | have states and if the one item
alonethat | refer to of [unclear: £f] has been dealt with twice in the way Mr [unclear: c| has dealt with it, it
shows clearly he has [unclear: m]amistake in the report as indicated showing [unclear: al position of the profit
and loss account, [unclear: al on this point, | want to say thisin connected with the contention that | heard Mr
[unclear: so| putting to the auditor of the company the [unclear: de| before yesterday. Mr Solomon took, in
[unclear: al grain consignment account, anumber of [unclear: defeat] He specified the ships and the amounts,
but [unclear: al forgot to deal similarly with the surpluses, [unclear: a] gave us only asmall portion of them
this morning—not all of them.

Mr Salomon: | referred you to al | [unclear: kne| and if there are others | do not know of them.

Witness; On this profit and loss acoout [unclear: al that isthe point | want to emphasise,—MTr [unclear:

Sc| mon has got the auditor to state this: that [unclear: el] deflcit upon the consignment accounts to be carried
straight to profit and loss [unclear: acou] That would mean, if the system was carried [unclear: at] that in the
profit and loss statement in [unclear: th] books of abusiness of this magnitude page [unclear: aff] page would
have to be used solely for the [unclear: car] ing of the debits or credits to profit and [unclear: |os| account. Mr
Solomon did not do the following which | think he ought to have done: When he [unclear: was| dealing with
the consignment accounts of [unclear: he| association he should have also put to the [unclear: Auditor]-who to
my mind was very fogged [unclear: on] the business, that in addition to [unclear: he|] consignment of grain
there was an [unclear: normous| number of cash sales of grain [unclear: not] dealt with in the consignment
account. [unclear: upposing] there had been £10,000 of deflcits [unclear: upon] the consignment brance Mr
Solomon is[unclear: lealing] with, and that on the cash sales of grain [unclear: hree| had been £10,000 of
profit, what would [unclear: be| the position if Mr Solomon's countention was [unclear: ollowed]| out-that you
ought to carry the [unclear: deflcit] on the consignment branch only to profit and loss account? It would be that
you would [unclear: throw] it out by £10,000 unless you also carried the profit upon cash sales to the credit of
the account, when both sides would balance.

Mr Solomon: Certainly not. The position is the same.

Witness: The position is not the same. | say that both amounts should be carried to the debit and credit of
produce account, and afterwards whatever deflcit or surplus existed should be carried to profit and loss account.
To the cash sales of grain, which are numerous in the books of the association, running into many thousands of
pounds, no reference has been made by Mr Solomon or by anyone on his side [unclear: to] the profits of thoses
cash sales, and they have not shown where the profits are carried to, for this reason: that where the cash sales of



grain are shown you do not get the individual profits of each shipment. Y ou have to wait until the and of the
year to find out the profits of each consignment the company has made. What Mr Solomon has been contending
for-and he iswrong-is that the deflcit on a consignment of grain ought to be carried straight to the debit of
profit and loss instead of being carried to the debit of produce account, ignoring the fact that the profit on cash
sales would have to go to the credit of produce account, and that it would be the difference between the debit
and credit at the end of the season that would be carried to the profit and loss account. | say that the way in
which Mr Solomon placed the matter before the auditor, that officer could not, in the absence of information
which was not before him, have been expected to deal with question. Mr Solomon was dealing with the deflcits
on consignment account, and not placing the whole of the grain account before him, and this was not fair to the
auditor. There are agood many items that have gone to the credit of produce account in the way | say that have
not been mentioned by him.

Mr Solomon: Will you get them for us?

Mr Chapman: Y es. The amount brought forward this morning was £87 14s 1d, made up of a number of
items.

Mr Solomon: That is so.

Mr Chapman: Was that to include all the items of profit on sale of shipments and cash sales?

Mr Solomon: It would be impossible to show the cash sales. We include al the items shown in the books.
Of course, the cash sales go forward in the ordinary way; they get credit for them.

Witness: In profit and loss account?

Mr Solomon: Y es; you have credit for every ounce.

Witness: | would like you to point them out.

His Honor: the person who has had charge of the books will be able to give afull explanation.

Witness: Y es, your Honor. For instance, in that very question | have been speaking about, and which Mr
Solomon put before the auditor, he asked that gentleman if a particular sum had not been carried to the debit of
produce account, and if it was not allowed to remain there as an asset; and he insisted upon his view by
showing the particular item in the book, and the auditor made reply that such was the case. In that question |
say that particular item was actually paid for by me, and could not have been carried to the account as he
showed, and yet by pressing the auditor Mr Solomon got him to answer "Yes."

Mr Solomon: What is the amount?

Witness: £379.

Mr Chapman: The particular question was put to Mr Hannah as to whether it had been carried forward.
Now, Mr Ward, paragraph 121 says: "I now come to the time when at the instance of the liquidators of the
Colonia Bank | prepared a statement of the liabilities and assets of the association on the 20th March, 1896." A
copy of that statement follows showing a deflciency of £48,456 16s 4d, and valuing the book debts at £47,696
12s10d, and stock, plant, shares, &c., at various sums. That was the statement made before the company went
into liquidation, but while it was, as Mr Ward says, in a state of suspense.

Witness: What | wish to say on this aspect of the liquidator's report is this: If worked out under forced
liquidation the deficiency estimated by Mr Cook of £48,456 16s 4d may be correct, but it cannot be accepted as
afair indication of what the business was as a going concern, and | think that that same remark appliesto the
values of stocks which were written down to a price they were expected to realise under liquidation. | have no
hesitation in saying that that value did not approach by many thousands of pounds what atrading concern
would make out of them. The valuation of the book debts at the best is only an assumed one, and cannot be said
to even approximately assess the amount as it would be under the wing of a going concern.

Examination continued; There were something like 1250 accounts oat of 1750 that bid been paid in full,
and a number of theaccounts that were averagely valued at 7s in the pound bad realised 16s 8d in the pound,
The gross valuation of those debts was £4662 13s 1d, but they had produced £12,168 9s 3d, so that the surplus
on the valuation was £7505 16s 2d, and the total surplus on the 54 accounts was £9229 10s 3d; that was over
and Above the valuations. Of 54 of the worst accounts, which werevalued at £5657 13s 6d, there written off
£12,351. The amount of these 54 accounts was £18,008 13s 6d, and they bad realised £14,867 3s9d in the
process of liquidation. Now, as a matter of fact, the whole of the debentures (£40,000) had been paid off, and
the liquidator had still many thousands of pounds in hand. He did not think, under the circumstances,
considering that everything—almost every thing possible—had been written and said about this—

Mr Cook: That isincorrect. Not one penny of the debentures has been paid off

Witness; | understand £40,000 has been placed at the disposal of the liquidators, hasit not?

Mr Cook: Not one penny. Y our statement is absolutely incorrect.

Witness: Isit not afact that you have the money to pay the debentures with?

Mr Cook: No. You are entirely wrong about that.

Witness said that the whole of the vat nations of these accounts were based on figures supplied by Mr Cook



himself, and the results of those valuations were also based on Mr Cook's own figures, Be bad been informed
on thoroughly reliable and independent information that these debentures bad teen paid off, but, of course, be
accepted Mr Cook's assurance that that was not so. He thought Mr Cook should state what amount he had
already been paid—

Mr Solomon did not like to interrupt the witness but he was now making statements which the liquidator
said were alt wrong. The information supplied to Mr Ward was information which in a number of instances the
liquidator knew to be absolutely incorrect.

Witness repeated that his valuations were based principally on the figures furnished to him by Mr Cook.

Mr Solomon did not wish to interrupt Mr Ward while making his statement, which was not evidence, being
based on statements given to him by outside persons, and which in some particulars was wholly incorrect.

Witness: | do not with to do anything that is unfair to Mr Cook.

Mr Solomon: Pardon me—

Witness: | am addressing the court, not you. The liquidator had drawn up areport that reflected not only on
himself but on everybody connected with the Farmers' [unclear: Assoc] and surety as a matter of fairness no
one [unclear: al exception to him now being alowed [unclear: w]| the first time an opportunity of dealing
[unclear: al specific itemsin that report.

Mr Solomon objected to Mr Ward telling [unclear: al court what he had beard from other people [unclear:
al must be clearly understood that Mr Ward [unclear: al drawn anumber of inferences that were [unclear: al
utely incorrect.

Witness: | can give you the name of [unclear: a] singleindividual who at this particular owed an account to
the association, | [unclear: al given the values taken at the nine, the [unclear: al paid since, and the amount
paid as profit [unclear: a | repeat that the figures which | have [unclear: althe result of an investigation which |
have [unclear: al into the official report asit is now subject inquiry, and personally | should hope that [unclear:
al results will more than justify and better [unclear: al figures which | have placed before the court [unclear: al

Mr Chapman read the following extract [unclear: al liquidator's report;—"1n the courses Ward's
examination during that applicant was stated that the association had credited with any gains arising from
[unclear: ship] but that any losses had been placed to debit of his private account. | have [unclear: a] gated the
transactions, and they were [unclear: al numerous, but | have been unable to [unclear: dis| that any looses
made by the association debited to him; on the contrary, | find [unclear: al the association has borne al its own
losses [unclear: al also find that on the 24th September, [unclear: al losses on shipments of tallow made on
[unclear: al Ward's private account and amounting to [unclear: £] 17s 3d were debited to the association.
[unclear: alon the 19th February, 1895, aloss of [unclear: £63] on tallow made on a private venture of
[unclear: al Ward's was also borne by the association."

With regard to the statement by the [unclear: al tor that he bad been unable to discover [unclear: that]
losses made by the association upon [unclear: ship] had been debited to Mr Ward. witness would he found that
an item of £7000 had debited to him and actually paid by him [unclear: almatter of tact, the £7000 was
included m £65,000 draft, That was admitted, but [unclear: a] paid by him to the association.

Mr Solomon (laughing: You paid it if [unclear: a] call that a payment. You oweit to [unclear: al else
instead of to us.

Mr Cooper: The company got the full [unclear: al in Cash.

Mr Solomon: The bank took Mr Ward's for £55,000 and let us off the debt.

Witness, continuing, said with [unclear: refern|the statement in the report that "Mr during 1894 was short
credited £375 [unclear: a] rent and salary due to him" [unclear: that] cheque was paid to him on the/ unclear: al
October 1893 for £375 for one quarter's [unclear: al and salary to the 30th September 1893, [unclear: aldebited
to charges.

Mr Solomon: So that you did get your [unclear: Jsry.]

Witness: But the point isthit the report [unclear: ys| | was short-credited. The liquidstors' port is rough
enough on me, and surely when gave the opportunity of dealing with it and of [unclear: inting] out what isa
patent fact and of giving [unclear: erences|——

Mr Solomon: The cheque isin 1893, the port refersto 1894.

Witness: It isfor the year ending 1894. That [unclear: ths| year you are referring to in your report. Mr
Solomon: You tell us of the £375 and [unclear: €] £7000 but, to stop you for amoment, [unclear: t] anything
about the real matters we [unclear: m| plain of; why have you not referred to [unclear: al losses on tallow, and
why have you said thing about this £15007? you have [unclear: omitf] I we complain of, and have addressed
your If to things we don't say are wrong.

Witness: | have addressed myself to things [unclear: jay]| areright.

Mr Solomon; But not to things we pay are [unclear: rflg.] It iseasy enough for you to justify [unclear: itig]
we do not complain about What | [unclear: wt] you to do isto justify the things we [unclear: comain| about.



Witness: | think | have justified several [unclear: portal things.

Mr Solomon: All right. | simply call [unclear: attention] that, if you propose to leaveit, | am [unclear:
otent]

Witness: | do not propose to leave the items [unclear: 75] and losses on tallow. | find they were [unclear:
bited] to the association, and they ought not [unclear: a] have been so debited. They should have [unclear: al
debited to me.

Mr Solomon: So we say.

Witness: | say so too.

Mr Solomon: What we say was, why was [unclear: thing] said to the shareholders about the [unclear:
1500] of profit? Why was nothing said about [unclear: t]?

Witness: Did it alter the result to the share unclear: ers|?

Of courseit did?—Of courseit did not.

[unclear: al It led them to believe that a profit had been [unclear: al ode in the ordinary way?—As a matter
of [unclear: act] the £1500 did not ater the results to the [unclear: shrehal deral—the net result was the same.

Mr Solomon: Very well, if you think that is[unclear: efficiental that isall right.

Witness (the re-examination by Mr Chapman [unclear: sing] continued) said Carswell's purchase was
[unclear: commended] by the bank, and there was adi [unclear: net] understanding at the time that the
[unclear: nance] required for the account should be [unclear: proved] independent of the Farmers' Association.
[unclear: ran] into £30,000 or £40,000, including the wine contract with Mr Cruickshanks. He [unclear:
nought] he had aright to complain about the [unclear: riticiam] that had been made of this business the bank
knew the accommodation that would [unclear: al required by this business before the Farmers' Association
took it over, and as the result of the report made upon the business there was a complaint that so many
thousands were had by the Ward Farmers' Association, the fact being entirely overlooked that £30 000 or
£40,000 of that in 1894 was acquired for the purpose of carrying on abusiness of the bank's. He had heard it
stated in an investigation in that court that there was a continuous effort to keep the figures of the Ward
Farmers' Association down, and yet the bank, with athorough knowledge of the business taken over from them,
represented repeatedly to the manager of the association the desirability of taking up various accounts to
connection with Carswell that ran into many thousands of pounds. In connection with the association, that
business of the bank's was responsible for from £36,000 to £40,000.

Then under the heading " The Ocean Beach Freezing Works" it is stated: "In the agreement for taking over
Mr Ward's business, care was taken to make it clear thit the business carried on by the Ocean Beach Freezing
Works was exempted from its operation, In the face of this, it isinteresting to note that the operations of the
association on behaf of Mr Ward's business of freezing were exceedingly heavy, and within three months of
the association's incorporation the debit on this account was over £25 000. The association's payments on this
account for the balancing periods were as follows.—

All office work attendant upon the operations of the association for this business, was apparently supplied
without any remuneration or profit. The only advantage to the association that | can perceiveis, that the
purchases of sheep and wool through its agency enabled it to get orders for payment of its accounts from
farmers and others, and so deduct any sum due to it, and there would probably be some advantage derived by
the association as agents for the carrying companies from the shipments of carcases of mutton."—Well, | think
for the purpose of placing the position fairly that when the total amount of accommodation for each period
named, there is set out amounting to £219,401 17s 1d, that as a matter of fairness in connection with the Ocean
Beach Freezing Works opposite to it should have been stated the association's receipts for the three respective
years in settlement of the payments specified were: June 20, 1893. £86,269 14s 2d; June 20, 1894, £94,531 5s
9d; June 20, 1895, £38 877 0s 10d; total, £219,188 0,9d,

Mr Cook: That in set nut in the balances. | have not put it unfairly, | have put the grow amount and the
balances. If you deduct one from the other you have four figures.

Witness: That is so, except that the impression conveyed by this particular portion of the report.

Mr Solomon: Conveyed to whom ?

Witness: To many people the impression conveyed was that the Farmers' Association had practically lost
£219,000 during that period, when as a milter of fact the real position isthat the greater portion of these
amounts were paid directly by Nelson Bros. under an agreement | made with them in connection with the
freezing works by which they were to pay a certain rate per Ib for sheep. That agreement was carried out, but
owing to very severe competition heavy losses were caused. The actual operations referred to were cash
payments from Nelson Bros. | do not deny that the figures are correct, but set out as they are they convey an
impression that alarge sum of money had been used, and | think that the set-off to that might have been shown.

Mr Chapman: The report says that there would "probably be some advantage derived by the association as
agents for the carrying companies from the shipments of carcases of mutton."



Witness said that they were worth upwards of ££2000 a year. They consisted of the agency for the Tyser
line and for the Shaw, Savill, and Albion Company. The greater portion of the meat was carried by the Tyser
line at the rate of 5 per cent., afterwards reduced to 2% per cent., and the Shaw, Savill Company's general
commission on the meat carried was 5 per cent., divided into two parts with another firm.

Mr Cook said that in the commission account he gave credit for that.

Mr Chapman said that the report referred to it in acasual way as some advantage, He had asked Mr Ward
what the average earnings of the association were from that source, and the reply wasthat the amount was about
£2000 ayear.

Witness said that that was largely due to the important fact that, unlike a business carried on by an
individual or afirm, there were attached to the association alarge number of farmers—about 3000, he
thought,—the greater portion of them men who did their business through the association voluntarily. They
found facilities given them for freeing and shipping, and it suited them to bring their other ousiness, and this
added materially to the business of the association. It bad been stated in the course of thisinvestigation that no
proper securities were kept, but as a matter of fact no business in Southland had such opportunities of settling
its business weekly, monthly, or quarterly with its clients as this association had; and this was largely due to the
fact that a great many sheep were [unclear: pif] through from farmers who came and [unclear: w] up their
accounts and brought other [unclear: bu] Indirectly the advantages of this were [unclear: st| mom.

Mr Chapman said that the next [unclear: head] the report, commencing at paragraph 141, [unclear: al
headed "Hokonui Railway and Coal [unclear: ca] (Limited)."

Witness said that the association wanted [unclear: al to something like the extent of 4000 or [unclear: al
tons, if not more, ayear for their own [unclear: al nesses. The gentleman who cameto [unclear: sell] concern
in the first instance was very [unclear: al to get clear of it, and after going into the [unclear: a] witness believed
that if afair output [unclear: co| obtained over what the association [unclear: r] they could make it pay under
proper [unclear: a] ment. He got afirst-class mining [unclear: engin] report, and sent a careful mine manager
[unclear: al over the property before the purchase. [unclear: al expenditure ran to a considerable sum, [unclear:
b] was a very good business so far as [unclear: on] was concerned, and it was only the [unclear: cal up of his
troubles that prevented [unclear: al from selling it for £12,000. The coal [unclear: al was under offer to the
representative [unclear: of] English syndicate, and witness had his [unclear: as| ance that his company would
have taken mine for £12,000. However, [unclear: circum| transpired which put the coal company [unclear: al
liquidation. But be would like to say [unclear: al He had seen an affidavit in connection with [unclear: al
company which represented it as not being [unclear: w] more than Isin the pound, He was [unclear: con|
dieted on this point by the liquidator a[unclear: day] two ago, but be would here say that [unclear: al affidavit
was upon the value to the [unclear: co] Bank—the value of the debt to the [unclear: Co] Bank,—and he
believed that the coal [unclear: co] was going to realise 10s in the pound on [unclear: al debt.

Mr Chapman said that there was a [unclear: re] in paragraphs 146 and onward to special [unclear: al
accounts.

Witness said that the provision for [unclear: al trust accounts was set out at length in theport, the
concluding paragraph being, "I [unclear: al find that any such special trust account [unclear: wal by the
association." Asamatter [unclear: al fact it was opened, and publicly [unclear: dis| the time, for the purpose of
dealing with [unclear: al one of the farmers and the association; [unclear: bul] general run of their business
with the [unclear: ass| tion was buying and selling, and so far [unclear: al knew there were no accounts that
[unclear: coul] termed trust accounts and that the [unclear: al ought to have been opened for. At [unclear: any]
they had the fact that there were no [unclear: al upon consignments or upon goods from [unclear: far] that
ought to have gone into atrust [unclear: acc|] There [unclear: wer he| thought, no such debts, [unclear: al by
Wilson Hall, at the time the association [unclear: ito] difficulties and there were no losses made [unclear:
of|theabsence of a trustaccount.

There isaheading in the report, "Mr Ward's [unclear: taouut,"] under which is stated: "On the [unclear: th]
November, 1895, the Colonial Bank credited [unclear: a] association with 'Cash, £55,150.' On the [unclear: bal
day Mr Ward's accounts in the books of [unclear: a] association was credited with 'Cash. [unclear: 55,150, ]
living a balance to his credit of £313 [unclear: 2d]—I wish to say upon the question of the [unclear: 55,150]
that the association was paid as far as [unclear: a| association was concerned id full—every[unclear: thing] at
the debit of my account, including [unclear: interest] and charges,—and | am not going into [unclear: as| other
aspect of the matter further than to [unclear: al that | took over the responsibility at atimethen | believed | was
able to pay interest on the [unclear: hole] sum. When 1 took it over | signed an agreement undertaking to
transfer the whole of [unclear: ay| assets, for whatever they were worth, to the of the account in order to further
[unclear: urg] it.

Now, the last matters, Mr Ward, In the [unclear: port] consist of a series of clauses containing [unclear: €]
liquidators summary of the causes of in-[unclear: vency] from his own point of view:—I"(1) In-[unclear:



ficieucy] of capital, (2) imprudent advances, [unclear: 3] absortion of the association's capital by Mr [unclear:
vard] own business, (4) losses on shipments." [unclear: do]you agree that those are the causes?—| unclear:
rding] insufficiencyof capital the [unclear: liquidate] has called attention to the fact that the capital in £12,114,
and then he gives the[unclear: ave] amount of the stock that the association was carrying at upwards of
£25,000. | [unclear: unk,] to alow the public to understand this/unclear: ort] it should have shown what the
uncalled[unclear: tal] was, and that it might also, in fairness,[unclear: al shown what the credits were that the
[unclear: institution] had in connection with the English [unclear: ing] houses with which it was dealing. | say,
[unclear: orthtr], that there are many large commercial [unclear: Polities| carrying on business that are
[unclear: depenent] to alarge extent on the support they get, [unclear: ot] entirely from their banker, but from
the [unclear: houses| with which they deal; and it was an [unclear: mportant] aspect of the business of the
Ward [unclear: farmers| Association that it was largely supported in the direction in which | have indicated. If
the basis that has been stated, even in[unclear: se| course of this examination, were to beunclear: take] asthe
one giving a correct amount of [unclear: pital] for the carrying on of an institution, | [unclear: say| that
notwithstanding all the remarks made [unclear: bout] the association, it would be found that [unclear: osme] of
the best trading institutions and [unclear: sucial] institutions carrying on business within the colony at the
present moment, in [unclear: portion| to the liabilities they have to carry [unclear: on] their capital, the
comparison is not against the Ward Farmers' Association, Regarding [unclear: paprudent] advances, both the
Hokonui Coal [unclear: oipany| and the Southland Twine Company. [unclear: is| true, did business with the
Ward Farmers' Association. The Hokonui Coal Company, as | have indicated, supplied coal at a cheaper rate
than we could get it for elsewhere for factories in which the association had no direct pecuniary interest, but ia
which it was interested to the extent that they about be successfully carried on. In the case of the Southland
Hope and Twine Company similar remarks apply. It was a business that was Largely interwoven with the
district, and in which the association's clients and shareholders were to some extent interested. Upon the same
guestion of imprudent advances, in afarmers business carried Onby an association such asthis, it is almost
impossible, except in the larger accounts, to do what one would like to see done, or to do what it is apparently
thought we ought to have done. It is almost impossible with a wholesale semi-retail business to have the
farmers, on whom the association is dependent for trade, practically tied up as far us securities are concerned.
In redlity, though there were Rome accounts which they were being paid for at periods during the year, it took
the place in Southland, to alarge client, of alarge semi-retail business, and there are a great number of those
accounts which | have no hesitation in declaring that, while the officers of the association were familiar with
the position of the men, and were able to accurately and fairly gauge their capacities to pay the accounts, a
gentleman going into the business and |ooking through the books inthe first instance would probably have
expected to find them secured al round, as they might be in alarge wholesale house. As aresult of my
experience it isimpossible—and | know it from conferring with others in the same line of business—to get the
class of securitiesin connection with a business such as this as one would like, The liquidator finds fault with
the accounts not being secured, but in practice it isimpossible to carry it out thoroughly. There have been
advances made in the association which should not have been made, and there have been L osses made, That
goes without saying; but it applies to all businesses, and on this question of imprudent advances we are, 1 think,
painted perhaps worse than we ought to be. Upon the question of the absorption of the association's capital, as
referred to by the liquidator, it is quite Correct that alarge amount of capital was required in the carrying on of
businessesin my name; but | Aay from the inception of the business, in the first instance, upon its merits,
thebusiness |had gathered round me was themainstay of the association, and it was known to everyone
concerned that the business | formerly held wan the business that gave the association a standing in the place. In
addition to the absorption of capital referred to, | say that one of the further causes of the business getting into
trouble was the fact that in 1894, we took up, on the recommendation of the bank, a very large business,
amounting to bet we a £30,000 and £40,000. It crippled our finance to alarge extent after we had it; it was not
anticipated that it would do so, but it added enormously to our burdens. At anyrate | was completely clear of the
freezing works and the Rope and Twine Company, and the time was approaching when | would be clear of the
Hokonui Railway and Coal Company. In addition to the circumstances stated by the liquidater, it should not be
forgotten that we had passed through fire years of troublous times in the agricultural world. We bad passed
through atime in which other institutions had suspended payments, and we had tided farmers over difficulties
in atime which other institutions there could not and would not have tided them over. | make these remarks by
general way of comment on the liquidators statements of the causes of the association's insolvency, and in
doing so | am not taking exception to the statements made by him, but it will be recognised that the causes were
greater than he has indicated in his report, In addition | should state that while it is and has been a subject of a
good deal of attack from afew of the shareholders of the Colonial Bank, | think | ought to mention that during
the three years, between the Ward Farmers' Association and my own businesses, we paid the Colonial Bank of
New Zealand no less than £39,300 in interest alone.



Mr Solomon: They lost £100,000.

Witness: That is their own fault.

Mr Solomon: It is not much use getting £39,000 if they lose £100,000.

Witness: They attacked the institution themselves, and brought about a good deal of the trouble.

Mr Chapman: Well, at anyrate, there is one question further | wish to ask you, Mr Ward. Y ou heard the
examination of Mr Hannah, the auditor?—Y es.

Did you at any time in any way interfere with or influence the auditor in his investigation of the company's
accounts, or in the performance of his duties as auditor>—No, | never interfered with the auditor. | never spoke
bo him as to how he should audit the Accounts, and | never gave or attempted to give adirection of any sort or
kind to him; and he never spoke or communicated with me on any matter in connection with the accounts.

Were you present during his investigations or otherwise when he was performing his duties as
auditor>—No, | was never present at any time when he was performing his duties as auditor.

Mr Solomon: | won't detain you long, Mr Ward. First of all, | want to call your attention to the minute book
of the Southland Twine Company. | cal attention to the personnel of the first meeting, at which there [unclear:
atten] Mr John Fisher, who is now associated you in thisingtitution; Dr Hanan, who [unclear: t] director until
he died, and who was [unclear: ass| with you in the Hokouui Company; Mr [unclear: 1] the proprietor of the
business Mr R.Anderson, who is now associated with [unclear: y| accountant; and one Mr Kenzie.

Witness said that that was so.

Is there any statement in the minute [unclear: bo| the sale of your twineto the [unclear: comp;] anything in
the agreement or anywhere [unclear: t] shew that you bad taken that twine?—I [unclear: al see anything in the
minutes.

Witness continued: There was nothing [unclear: t] minutes bearing on the sale of twine so [unclear: f] he
knew, nor was it usual to record [unclear: talminutes. He read the first two clauses [unclear: o] agreement bet
weep himself and the [unclear: Soul] Rope and Twine Company. Thefirst [unclear: al was an undertaking to
take over the dressing, twiner-spinning, and machinery plant otherwise connected with the [unclear: cult] of
phormium tenax from William Ross the second clause, among other things, [unclear: p| for the purchase of the
manufactured [unclear: prol. since this matter had cropped up again, [unclear: t] to say that it was agreed, in
thefirst [unclear: tal by him to take Mr Ross out of a difficult which be had got with the bank; to [unclear: &l
him to the extent of £2500 to £3000. was what the one cheque paid to Ross for [unclear: al wasfor, and in that
there waft no twins [unclear: t] This had nothing whatever to do with [unclear: the] sold to the company. In
addition to [unclear: tha] in connection therewith, the company [unclear: al take over stocks of twine which be
held that as a matter of fact was done £6462 was paid for them. As an tional fact, he found on reference to
journal of the company, which he not for the first time, that the first entries were this cheque for £6462 and the
[unclear: al for £3000, both of which were signed [unclear: by| Ross as manager of the company. [unclear:

Y e] book had been at Mr Ross's disposal for thing like five years, and now at this[unclear: to] for the first time
the matter was [unclear: brought] He repeated that one of the specific [unclear: oby] forming that company
was to take over stocks of twine. He had already said there was nothing in the minutes on the ject, and he did
not think them: be found in the minutes of any [unclear: i] tion any entry of atransaction of kind. Ross owed
him now some as a matter of fact, in connection [unclear: withs| ance that he (Mr Ward) had given bin way of
financing. By some [unclear: extra] means these bills had got into the posses which they had no right to do—of
a gent who had nothing to do with them. H Ward's) firm belief was that Ross, [unclear: w] found that he was
likely to be called on; these bills, had asked the liquidator to inquire into this matter, which was quite outside
the affairs of the Farmers' Association. These bills were left amount bis (Mr Ward's) private documentsin the
liquidator's office, and the; belonged to him entirely, and now formed part of the assets of his estate. He
repeated that the arrangement about the purchase of twine was put of the original purpose for which the Twine
Company was formed, and Ross was the principal party to it on the other side, and the cheque that was signed
by Ross himself showed on its face the specific purpose for which that cheque was drawn. This whole business
must have arisen through Ross either communicating with the liquidator or with the liquidator's solicitor. The
agreement to purchase the twine was known to one of the directors and to a third party, who became a director.
He was not referring to Mr Fisher nor to Mr Ross.

Mr Solomon: Y ou have made a number of statements, Mr Ward, regarding the report in reference to things
we do not say are wrong. The charges we have made amount to this: The squaring of accounts by the £21,000
and £35,000 cheques in the 1893 and 1894 balance sheets—that we say was wrong; also, the crediting to your
account of £18,000 of Brooks's and £6500 of Connell's was wrong. The taking forward of the prodace account
as assets was also wrong. The concealing of the amount owing to the bank for Carswell's business is wrong,
The taking over by the association of the losses on tallow was wrong. The amount of £1500 forgone by you not
having been reported to the shareholdersis wrong, and | want an explanation of these, | understand you to say
the balancing of entries for 1893 and 1894 is quite correct?



Witness: | give exactly the same answer that | gave before, Mr Solomon. Y ou say that | have not referred to
matters which you said are wrong. Ihave answered every matter you put in the list, and | am quite prepared to
take each of them again and answer each of them.

The £21,000. Do you say that was aright thing to do?—I say that was done for the purpose of squaring an
account due by me at that date to the Ward Farmers' Association.

Do you say that was aright thing to do?—I am not here to give you opinions,

Mr Solomon: It seemsto me that Mr Ward is here to opinions. The very object of the elimination is that the
Liquidator may he satisfied as to his position, both for the purpose of realising the assets and in order to know
what the effect of the action of the officersis.

Mr Chapman asked his Honor to rule as to the regulation of the mode of proceeding, Hislearned friend had
already examined at length upon these questions, and he told Mr Ward in his prefatory statement that he (Mr
Chapman) had not asked questions about them. That observation was correct as to many things where it was
thought that he (Mr Chapman) would not be justified in taking up time by obtaining a repetition of answers
already given to hislearned friend in the examination. Why should his friend now be allowed to start and
examine Mr Ward apparently over again on matters on which be had already been fully examined and on which
he (Mr Chapman) had not examined? His learned friend was now attempting to ask over again a series of
guestions which be bad already asked and which did not rise in any way out of the series of questions which he
(Mr Chapman) had put.

His Honor, after hearing counsel on the point, said: Ican hardly anyobjection to Mr Solomon calling Mr
Ward's attention to particular matters which have not been fully explained. It seemsto meto be simply a
guestion of waste of time. | understand that Mr Solomon is going to ask about half a dozen questions, and |
think that Mr Ward should be prepared to answer them, if there is any question that Mr Ward cannot answer he
can simply say "l cannot answer."

Mr Solomon asked his Honor to rule whether it was not proper to ask Mr Ward for opinions.

His Honor: Y ou have aright to ask for opinions. He has aright to say he declines to give an opinion.

Mr Solomon submitted that in an examination of this sort a witness was not allowed to refuse to answer. If
the question was a proper question be must answer it. There were certain circumstances under which awitness
could decline to answer. He could decline to answer any question that might criminate him.

His Honor: The question of whether athing is proper or not is relevant, but whether it is proper or notisa
circumstance that is entirely independent of awitness's opinion.

Mr Solomon; Well, | will put it in another way, Mr Ward. Have you known of similar things in any other
institution—of an account on balancing day being reduced by immense amounts and of these being redebited
on the day after?

Witness: | have nothing bo do with other institutions. 1 am under examination about this institution.

Mr Solomon: | ask you, Mr Ward, if you have ever known of such athing being done in other institutions?

His Honor; | think you should answer, Mr Ward, to the best of your knowledge.

Witness: | could only give an answer upon second-hand information.

Mr Solomon: Well giveit, please, Mr Ward.

Witness: Pardon me. Allow me first—I cannot speak from my own knowledge.

Have you ever heard of such athing as this being done in other institutions, of a debit being reduced on the
ere of the balancing day by thousands and thousands of pounds which ware redebitoed on the day after >—Yes,
| have.

Can you give an instance?—I| have heard of asimilar thing being done,

Where?—I do not propose to tell you.

But | ask you to tell me?—I do not propose to tell you.

Mr Solomon appealed to his Honor to direct the witness to answer

His Honor: | think, Mr Ward, if you have heard of its being done by another institution you should mention
the ingtitution.

Mr Solomon:1 want to know whether it is true or not.

Witness: With all due deference bo your Honor—I recognise my position—I do not think 1 am justified in
repeating a thing which came to me confidentially in my own business when Mr Solomon says he may in future
be proceeding against me in another direction.

Mr Solomon: If you refuse to answer because it may criminate you there is an end of the matter.

Witness: | do not say anything of the sort.

Mr Solomon: Then | ask that Mr Ward be ordered to answer.

His Honor: | do not see exactly why you should not answer, Mr Ward, unless your answer is that it might
criminate you or that it might be used against you in proceedings of a criminal nature.

Witness; | declineto say that.



His Honor: Then, if you decline to say that, | think you should answer.

Mr Chapman: The question might affect some ether institution.

Mr Solomon: That has nothing to do with Mr Ward.

His Honor: That rather impresses me, that we do not want to have brought out what is practically gossip
about some other ingtitution which might affect its credit.

Witness: | can name one institution if | am ordered to do so. | can name an important trading institution in
the colony, carrying on an important business, which | have every reason to believe has done that which Mr
Solomon in questioning me about. They are carrying on avery large business and carrying on a very important
business.

His Honor: Isit desirable, Mr Solomon, that the name of some other institution should be mentioned and its
credit impeached on what if idle gossip? | should have some difficulty in compelling Mr Ward to answer a
guestion of thiskind.

Mr Solomon said that he required the answer to show bona fides.

Mr Cooper submitted that the question was not admissible. By section 128 of the Companies Act the
examination was an examination concerning the affaire, dealings, assets, and facts of this company, and Mr
Ward was asked concerning the affairs, assets, facts, and [unclear: alings of another company.

His Honor said that it would be very [unclear: a] sirable that gossip about some other [unclear: comp]
should be brought out as evidence, [unclear: because] might affect the credit of other companies.

Mr Solomon said he would not trench [unclear: aldebatable matter, and he did not [unclear: wist] pressthe
guestion if hie Honor had any do about it. To witness: Will you answer [unclear: al other question? In your
opinion, was [unclear: al proper thing to do what you did respecting £20,000 and the ££25,000 ?

Witness: 1 believed it at thetime, or [unclear: a] not have doneit.

In your opinion now, was it proper?—I not here to give opinions now.

Then you are prepared to give what was opinion then. You will not give it now? said 1 believed at the time
it was proper [unclear: al would not have been done. | am not here give opinions now.

Do you know now any reason why you she have been credited with the amounts?—Y es know that the
officer responsible believed [unclear: al these three accounts were regarded as one [unclear: al | know that is
why he did it

He thought there was no money owing Brooks and Co.?—1 cannot give you thoughts; | have given you my
answer.

Witness continued: He could not tell [unclear: alwas in the manager's mind or on what founded his belief.
The amount to [unclear: con] and Co. was an amount owing, and asa[unclear: al of fact the three accounts
were actually in pendent one of another.

Mr Salomon: And yet the manager ofinstitution thought they were one?

Witness: | think, Mr Solomon, it isnot [unclear: al of you to put questions to me reflecting [unclear: &l
another man who isto give evidence.

Mr Solomon: But you told us—

Witness: Pardon me, | try to answers question, and then you make an [unclear: affirm| statement reflecting
upon somebody else [unclear: al duty | should say, with al deference, isto questions.

Mr Solomon: If | had to teach you [unclear: alduty the result would have been very [unclear: diffe]

Witness: Isthat if our' positions [unclear: al reversed?

Mr Solomon: Y ou would get off very [unclear: lig] | have no doubt.

Witness; 1 do not think you would.

Mr Solomon; As amatter of fact, [unclear: al accounts were perfectly independent of [unclear: a] other ?

Witness: So far as| know they were.

Do you as amatter of fact justify [unclear: al transactions?—I believe the manager of association at the
time did what be [unclear: those|] wasright. | have no doubt that [unclear: whatever] did was done with the
best intentions, and | not say that | do not justify a man tinder such circumstances.

Y ou would justify this because you believe what he did he did with the best intentions?—I have aready
said | am not going to attempt to justify or otherwise.

Witness, in answer to Further questions, said that he did not know it was afact that in order to arrive at the
amount in the balance sheet they had to take credit for amounts which should not have bean credited. In the
absence of proper information he must decline toanswer questions as to individual items, He could cot tell from
the information before him whether the item £16,000 was taken credit for as part of the assets or not.

Mr Solomon: Will you tell me what other information you require?

Witness: Well, | should require information placed before me by an accountant, at say rate, who understood
his business and | had confidencein.

That is another item that we have complained about. Ton say you don't justify it. Y ou cannot tell me



whether it isafact or not. Are you able to tell me, Mr Ward, looking at these schedules (indication schedulesin
counsel's hands), whether the fact that you owed the bank £9000 odd upon grain and railage is not shows? | will
tell you where the information isin your own schedules, and perhaps you will be able to tell me this There are
the schedules (pointing out the schedules) attached to the balance sheet which were banded to me by you. | call
your attention to that amount of £9000 to the debit of grain and railage account (as per ledger) in this statement.
According to our view of the matter the assets are added up there. Our point is: that the item "advances against
shipments' is taken forward as an asset, and so is the prodace account.—Well, | should say that the advances
should be taken forward as an asset.

Wall | quite agree with you; bat instead of the whole of the assets and the whole of the liabilities being
shown the net ran It is only shown.—Y ou are asking me now upon a certain statement here. Y ou are asking me
whether | can tell you if certain things are so. | cannot answer your question. Were you to ask me specifically
upon certain points | might be ableto say "Yes" or "No," bat | cannot say "Yea" or "No" to your question, as|
am not at all sure whether you are properly putting the position.

Do you mean to tell me you cannot by looking at this schedule see that instead of showing the whole of the
assets and liabilities the liabilities have been deducted from the assets and the balance shown?—I know as a
general statement that the difference between liabilities and assets have been shown in certain esses, but |
cannot tell you whether such athing has been done in particular cases or not. If | were required to do that |
would want time to do it.

Can you not age dearly that instead of showing the *bole of those assets on one side and the liability on the
other, they have ssimply shown the difference between the two as an asset?—It appearsto be so. | cannot say so
positively.

Isthat justifiable?—I am not here to say what is justifiable and what is not.

Y ou don't attempt justify it?—I have not said that.

Do you attempt to justify the fact that the losses you made in tallow were charged as losses to the
association?—I have said in my examination before that the debit ought not to have gone to the association. It
ought have gone to me.

Do you attempt to justify the fact that the shareholders were kept in the dark, that the profits of 1895 were
only made by your presenting the institution with £1500?—That is a question | am not here to answer, but asa
matter of fact only seven shareholders have taken any exception to what has been dyne. As to entering upon
details regarding that businessit is not customary or desirable to go into details at a shareholders meeting, for
the very obvious reason that you might wreck the institution.

That is no answer to my question. Did you know yourself, Mr Ward, when that balance sheet was taken out
in 1895 that you had made this present to the association P Did Mr Fisher tell you before you signed the
balance sheet?—I cannot recollect, | have no doubt be would.

Knowing that—knowing that these dividends could only be made by your making this present, you kept it
quiet from the shareholders?>—As a matter of fact, the result would have been exactly the same.

| am not asking you that. Knowing that these dividends only could be made by your making a present of
£1500 to the association you kept it quiet?—I say that is not so. | have told you the result would be the samein
any case.

If you had not been debited with £1500, profits would not have been made,—Wby?

Because the profits were so much less that year.—Pardon me, | say as a matter of fact that dividends would
have been paid.

| did not say dividends. | said profits—Y ou said dividends.

Could you have shown the profits that you did that year without your being debited with £15007—If £1500
is made by a debit the institution has aright to get the benefit of it.

Could you show profits that 'ear without debising yourself with £15007—Y es; | say profits could have been
shown without debiting myself with £1500.

Show me how?—The Ward Farmers' Association has never written up its stocks, bat if it wished to put ain
intending statement before its shareholders there was nothing to prevent it putting the stocks before the
shareholders at a higher valuation than it did.

His Honor: | understand Mr Ward to say that if the association deaired to put misleading statements before
the shareholders they could have shown profits without taking into account Mr Ward's £1500.

Mr Solomon: That is quite so.

Witness: | did not say that would have been dune, but | said that could have been done.

Asthe fact wasin order to show the profits which you did make that year you took credit for that
£15007—£1500 was taken credit for.

And that was part of the profits?>—Y es, as Credit given by me.

And is there anything in the balance sheet to show the public that is the case?—I| am not aware whether it is



usual.

| do not ask that Bat | am going to answer you. 1 do not know of anything being there, and as a matter of
fact | repeat again that it is not usual to give details to shareholders on matters of this sort.

Do you not think it was necesary that the public or the shareholders should know that the position placed
before them was only arrived at by you making a present of £1500 to the association?—1 do not think, asfar as
| am concerned, that | had aright in this particular business to consider the public at all.

Do you know as a matter of fact what amount of book debts—bad and doubtful debts—there was in your
ingtitution in June, 1895—I know they were valued by an officer of the bank who inspected the institution at a
few thousand pounds.

A few thousand pounds? How many thousands?—I do not know. It was not alarge sum, comparatively.

Do you not know that the bank's officer estimated them At £6400?—I do not know it.

Do you not know that your own manager estimated them at £5300?—I do not.

Do you not know that no provision was made for bad debts, except £600 written off >—Provision was made
tor bad debts at the time to the extent of what was regarded as proper provision to make.

| put it to you again. These items are the principal items of which we complain—the £21 000 in 1893: the
£35,000 in 1894; the wrong debit, as we call it, of £18,000 and £6500 in 1895; the produce account being taken
credit for as an asset in 1895; the concealment of the position of matters by this cheque of Carswell's; the grain
and railage account; and the looses on tallow, These are the principal things of which we complain. | have put
them to you this afternoon again, and | ask you, Do you offer any justification at all of any of these items?—I
have already answered every question you have put to me on those individual items. Y ou have made along
statement about them, hut if you want to put [unclear: al question to me asto any of them, 1 will answer it.

Do you offer to me and to the courts any justification of these items | have mentioned to you?—My answer
isthat at the time the circumstances came before me 1 believed everything was right.

His Honor; you really want to know whet the Mr Ward has anything further to say about them?

Witness: | have nothing further to say.

Mr Solomon: T put it thisway: Does Mr Ward offer any justification?

His Honor: Anything further than what he has said?

Mr Chapman: He wants him to go over it [unclear: alagain.

Hr Solomon; Even if it it so, | submit the the wasting of half an hour is of no importance whatever as
compared with the importance of those matters | have named.

Witness: 1 have dealt with every point you have mentioned twice over, and 1 have nothing further to say
about them.

Mr Solomon then intimated that Mr Ward examination bad closed, except so far as[unclear: h| statement
of the £67,000 was concerned.

Witness said he would gut the [unclear: statemec| ready by to-morrow, if possible.

Mr Solomon remarked that all he wanted [unclear: al know was the amount of Mr Ward's [unclear: priv]
expenditure and the amount of hislossest the 242 years.

Witness said he would get the informations soon as he could.

In answer to his Honor, Mr Solomon state that his next witness would be Mr Anderson the accountant.

At 4.45 p.m. the court adjourned until [unclear: 1] o'clock next morning.

SIXTH DAY—THURSDAY

On the court resuming at 11 am.,

Robert A. Anderson, secretary of the [unclear: walFarmers Association, was called, and said the his age
was 31 years. He had been associate for eight fears with Mr Ward, and for between 15 and 16 years with Mr
Fisher. He [unclear: be|] always been in the office with Mr Fight except on two different occasions, making
[unclear: abo] three years altogether, and had been subject: his orders. Ever since be was 20 years of [unclear:
as| he had been continuously under Mr Fisher orders, and had been associated with him [unclear: al business.
When the Farmers Association [unclear: w| started witnhess was employed by Mr Ward's bookkeeper, Mr
Fisher being the manager [unclear: al theinitiation of the Farmers' Association—for the first three or four
months—witness kept to books, but owing to the increase of business [unclear: al attended to the merchandise
sales and: the local correspondence. If anything crapped up about the boots the bookkeeper would no doubt
have asked witness about it. The several bookkeepers were named Ennis, Smith, and Royds, while the cashier
was Mclntosh. Each of them knew quite as much about bookkeeping as witness. He could not remember
getting instructions from Fisher to make any of the entries in the books, nor did be give such instructions to the
bookkeepers. Practically speaking, he (witness) had nothing to do with the books after the four months referred
to. At page 163 of the book produced there were entries in three different handwritings—witness's, Mr Smith's,



and Mr Royds's. These were supplementary entries. At balancing time, when the bookkeepers and everybody
else were busily employed, one had to turn from the general routine and in ageneral way assist, Thirty-four
entries in that book were in witness's handwriting, and were mainly correction of entries wronglydebited or
credited, as the case might be. It was very likely that the mistakes were traced by the bookkeepers themsel ves.
The item stated " Carswell's 1000 shares cancelled,” but he could not say where he got the information. He
might have got it from Air Fisher. The item of £1500 was not in witness's handwriting and he knew nothing
about it further than that he saw it in the book. Very likely he saw it at the time it was made. It stated "salary
and rent allowed,” and what witness understood it to be was salary and rent allowed by Mr Ward. The words
"salary and rent allowed, £1500," were in Mr Smith's handwriting, and witness had added "J, G, Ward." It
appeared to witness that he was posting with the bookkeeper, and that on coming to thisitem be added "J. G.
Ward." If the bookkeeper put in the first part of the item only he would know what the transaction referred
to—he would know that the rent and salary were alowed by Mr Ward, because no ope else drew so much from
the association. The amount was posted to the credit of goods account by the clerk. It was possible that Mr
Fisher told him to put in Mr Ward's name.

Mr Solomon: Do you mean to say that this £1500 baa passed out of your mind? Do you not remember that
Mr Fisher told you that Mr Ward wan going to allow the amount?—It is possible he did.

Of course he did; but isit not afact? Did he or did be not tell you so?—I have told you it is possible he did.

But did hetell you?—I have aready told you | do not remember the circumstances.

But you surely understand what | ask you: Did Mr Fisher tell you that Mr Ward was going to allow the
money?—I do not remember the circumstances.

Mr Cooper: Don't bully the witness.

Mr Solomon: If | am putting it too severely the court will interfere. (To witness:) Do you still say you do
not remember whether Mr Fisher told you about the transaction of £1500 with Mr Ward?—I say that Mr Fisher
isamost certain to have told me.

Was that before or after be saw Mr Ward in Wellington?—I could not say that.

Witness was examined in detail asto the list of advances against goods and produce afloat and ashore. So
far as be could recollect he took the amounts down from Mr Fishar, who was conversant with the accounts.
There was nothing in the details to show what was open and what secured. To the bent of hisbelief the items
were true. He could not say whether the item " Southland Rope and Twine Company's account™” was or was not
against produce afloat or in store. He could not tell if the account was secured. He knew nothing more about the
Hokonui account than appeared in the statement, and could not say whether it was secured or not. Asto being
secretary of thin company, he might say it was a purely nominal office, athough his name appeared in the
balance sheet as secretary. He could not tell whether the item £3900 waa a secured or an unsecured item. It was
the cane that the Hokonui coal account was not secured on produce afloat or ashore. Respecting the item
Southland Hope and Twine Company, he did not know that it was not secured. As be had said, the Ward
Association stored targe quantities of flex and O.I. He did not know what advances were made. He could not
say whether the item loan £3919 16s 3d (Hokonui Coal Company) and another item £2079 wtre back debits or
not the figures referred to were made up by himself and Mr Fisher, and he believed they were correct. He
believed the amounts to be correct, because Mr Fisher gave him the details.

Mr Solomon: So the whole thing again comes to this: the whole correctness of these figures rests on Mr
Fishery word, and you, like Mr Ward, believed in it implicitly?—Of course | would take any statement Mr
Fisher made as correct.

Witness continued: It had not occurred to him that proper schedules should bemade up showing advances
and securities. He was not supposed to know the position, but accepted the word of his superior officer the item
1st October, 1895, £10,000, was the amount due to the Colonial Bank fur the purchase of Carswell's stock, and
he knew that amount was owing. The statement as to the consignment was in his handwriting. It did not mean
that £2120 19s 104 had been overdrawn and was owing by the association; the amounts were drawn against
oats in store. According to the statement produced £42,000 was owing, and they bad £40,000 of goods, so that
on that £2000 was owing. On the grain and railage account £9975 was owing to the Colonial Bank. The
produce Account represented the balance of oatsin store; and be believed they went in store. the put doe bills
had been debited pro forma to the customers' accounts.

Mr Solomon: | want to know what the fact is?

Witness; The books show,

And they, therefore, came in as assets it) thisthis>—Yes.

Hence, this amount would be aliability Actually due to the bank?—Only so far as being discounted bills.
They have never been debited to the account.

With the bank?—With the bank.

But it was money actually owing to the bank, because you have aready received cash for them, and,



besides, taken credit for them, not that so?—Y es.

That means, therefore, that thisis a debt owing by the association?—Only in the sense that they are
discounted bills.

Takeit in any sense at all, you owed the money directly to the bank Indirectly; the bank would look to
those people,

But you have treated it as aliability on the very next page There it is—£10,000. Now, isit not afact that in
view of the process adopted, of taking credit for these aft assets, you must treat the past due bills account as a
lability to the bank?—I do not think so, | think they are treated exactly in the way of discounted bills.

| will show you that you have yourself treated it as aliability.—I do not think so.

We will see. What does this mean? This A statement 21, advances against produce in store and afloat—as
per statement No, 6 £29,000 odd, and produce account £18,000, lens amount as per statement No. 20, £10,436,
past due bills; No. 17. grain railage account, £9000; and as per statement No. 11, overdraft on shipments,
£3120. | ask you what that means? Who told you to prepare that statement, or did anyone tell you?—The
balance sheet was drawn up by Mr Fisher.

Be kind enough to answer my question. Did anyone tell you to prepare that statement? If so, who?—Mr
Fisher would tell me.

| ask you not what "would he," but what was done. Did he tell you to do so?>—Mr Fisher would give me a
skeleton of the balance sheet and ask me to make up the details.

Did he ?7—Hedid.

Did he giro you this (statement produced)? What was the skeleton, by-the-bye, of the balance sheet? Have
you got it?—I have not.

What did the skeleton contain?—Practically the draft balance sheet; that iswhat it meant. It would be
practically the same as the printed balance sheet.

Do you know whether that isin existence now?—If it isit will be in the office.

Mr Fisher gave you a draft balance sheet, and practically you made ap the details?—Y es.

Is thiswhat you mean. Mr Anderson—the balance sheet of 1895?—I do not know whether it was exactly in
that form.

But those are the figures>—As they came out, yes.

He told you to make up that item, for instance (item indicated). How were you to make up the details, or
did hetall you? What information did be give you by which to make them up?—I expect the totals of these
would be made up from rough sheets before being finally prepared.

And the result of each of these items would be made out?—Y es.

How did you get at that figure, for instance?—From the list.

Did you only get it from alittle cal culation made—by subtracting one lot of figures from another
tot?—Quite so; but they would be practically made out from the rough sheet.

You say again "would be." | ask, Were they?—I do not remember whether they were or not.

Now we come to thisitem (indicated). Who told you to do this cal culation?—The manager.

Did hetell you why, and did he tell you to bring this result out there? Did he tell you why that calculation
was to be made?—I cannot say that | recollect.

Did you not know that it was a very wrong thing to do—that that calculation alone was a wrong thing to
do? Do you swear that?—I say that to the beat of my knowledge and belief it is correct.

What is correct?—The statement there.

The calculation? Do you not know that the ersult of that calculation is that, instead of allowing the assets
and liabilities of the association, you simply show the difference between asset* and liabilities?

Witness: That isnot afair way to put it.

Don't trouble your head about that. Please answer my question. Do you not know that, instead of showing
the assets and liabilities, you simply show the difference?—I do not think it is.

Do you swear that?—I say 1 believe it to be a correct statement.

The question was repeated two or three timesin itsoriginal form, and at last

His Honor said that witness should give as answer and make any necessary explanation afterwards.

Witness then replied that the result of that cal culation was certainty to reduce the assets—that is, on the
face of it. The deductions he considered legitimate, and he did not think it an improper thing to do. He thought
it was legitimate, so far as those items were concerned, to put the assets on one side and the liabilities on the
other, subtract the difference and so present it. Past due bills were treated aft bills. discounted, in order that they
might not be lost sight of; but so far as the bint was concerned they were left oat of [unclear: it] balance sheets.
The item of grain railage account” was, he believed, secured by the association and treated as a special account.
That item was treated in exactly the same way as Mr Coot had prepared his statement of March 20. He admitted
that there was nothing in the balance sheet to show that the item was a debt due to the Colonia Bank, Certainly



the shareholders would not know it from that statement; they bad no means of knowing it, He wan not supposed
to give opinions on matters of that sort. It was not for him to say what was right and proper information for him
to give to the shareholders. He had already said that the office of secretary did not carry such responsibility with
it. He was secretary of the association, but the position did not carry any salary. It was aformal office, it being
necessary under the articles of association to have one in order to complete legal documents, which had to be
signed by two directors and the secretary. He believed the statement in the balance sheet bo be correct. No one
told him that it was a purely formal matter to put his name to the balance sheet, and that doing so carried no
responsibility with it.

His Honor: | see by section 112 of the articles of association that it has to be signed by the secretary and
two of the directors, but it is not signed by two of the directors.

Mr Solomon: That is one of the things that 1 shall come to by-and-bye. It is not in the articles of
association, but one of the first resolutions recorded in the minutes is that all cheques shall be signed in a
certain way, but immediately afterwards the cheques are signed in atotally different way.

Witness continued: He did not remember till the fact was pointed out by bin Honor that the balance sheet
had to be signed by two directors as well as by the secretary, He repeated that be put his name to the balance
sheets simply to complete alegal document, and it was donein aformal way.

Did you not pause, before you allowed these things to pass from your bauds, to inquire whether or not you
were doing an improper thing by biding thisitem of £9000 from the shareholders; or, again, did you merely
take Mr Fisher's worth and did what he anted you to do?—I took his word.

Isit not afact that Mr Fisher asked you to make that calculation, and you did so?—I believed it to be
correct, and did so,

Y ou believed it to be correct just because he told you that it was correct?—Quite so.

So that we have at last got this: Thisitem of £40,000 rests on Mr Fisher's word?—Y es.

Witness continued: He understood from Mr Fisher that goods to the extent of £10,000 were held by the
Colonia Bank as security for the payment of the promissory note given for the purchase of Cornwell's business
Ho did not remember the exact date of the purchase of those goods, but be believed it wasin 1893. He could
only say that he believed that the bank was so secured—that was what the manager told him. He did nob know
himself whether it was true or not. He admitted that that £10,000 item was not shown to, but not that it was
concealed from the shareholders, The difference was this. when you wanted to conceal athing you specially
wished to hide it. Nor would be admit that this £10,000 was effectually kept out of the sight of the shareholders,
Though the goods were specially secured to the Colonial Bank they did not belong to the bank practically. By
no process of reasoning could be explain the fact that the Farmers' Association owed the Colonial Bank the
£10,000 on the date mentioned. Nor could he by any process of reasoning away from the fact that the balance
sheet did not show that item. He did not know what ought or ought not to have appeared in the balance sheet.

Do you mean to tell me, as secretary of this company, that you do not know what ought to appear in the
balance sheet?>—Not in every case.

After having had 10 years experience as an accountant, under the guidance of Mr Fisher—at the end of that
time you really mean to say that you do not know what ought to be put in the balance sheet?—I do not say that.

Will you swear, if you did not think it was a proper thing to be shown, that that was a proper thing to
do?—I am not bound to express an opinion.

Now that the facts are known to you, if the balance were to be submitted to you to-day for your signature,
would you sign you hameto it?—That is a question of opinion, which | am not supposed to answer.

Do you mean that you will not answer?—I am not bound to express opinions,

Mr Solomon submitted that be was entitled to pet an answer from the witness, and

His Honor expressed concurrence.

Do you, as an experienced business man, say you have any doubt for an instant as to whether you would
sign a balance whee! that showed a debt to the bank of £1100 when the debt was ££20,000 at least?—I believe
that if the items were specially secured it was not an absolute necessity to state the amount on the balance sheet.

Then all specially secured liabilities disappear from the balance sheet altogether—Not necessarily so.

Do | understand you still to say that al the length you will go is that you have a doubt as to whether you
would now sign the balance sheet or not?—With the information | had at thetime | signed it, and | have no
different information to-day, and would still sign it.

Further examined: The item of debentures, £40,000, was specially secured over capital and appeared in the
balance sheet, but the other accounts were more specially secured. The securities were realisable in a different
way to the uncalled capital. He did Dot know that the Colonial Bank had no security over Cardwell's goods in
respect to the item of £10,000. Assuming there was no security over the stock, he would ask for the amount to
be included in the balance sheet. In the book produced wan an entry to transfer to No. 2 ledger, folio in the
bookkeeper's handwriting, and in the middle of the entry was a space, which was afterwards filled up by



witness with the words "J. G. Ward's account,” The bookkeeper was not kept in the dark. He was opening a new
ledger, and would think it was going to Brooks's account in another ledger, but it was afterwards altered. It was
transferred to Mr Ward's Account on instructions from Mr Fisher, It did not occur to him as strange that he and
net the bookkeeper had been asked to make the transfer, for, as he had said, he often made entries at balancing
time. He did this because he was Asked by Mr Fisher to do it. On the 30th of June, 1895, there was a net sum of
£6500 transferred again from the credit of Connell And Co. to J. G. Ward. The entry was made on the balancing
day, and the effect was to reduce the credit standing to the account, and At the flame time to reduce the amount
owing by Mr Ward to the association. It was beyond his province to inquire into the foundation of the
instructions be received from Mr Fisher, and he did not think it was bis duty to make inquiries. He knew
nothing further about the matter now than he did then, The item £18,000 had been transferred the day before the
balance sheet to Mr Ward, and the day after the whole thing was put back again.

Mr Solomon: Does not that strike you as suspicious?—No.

Do you think that an ordinary transaction>——Yes.

Witness continued: He had nob trade inquiries about it since, and had no suspicions about it even now. He
knew nothing mere about it now than then, and had no suspicions then or now. Witness had kept Mr Ward's
private account from July, 1895. The entry of £1500 on July 1, which was taken into the balance on June 30,
was simply a misdating—an apparent clerical error, and so far as witness was concerned it was an ordinary
error. He could not remember the circumstances under which these alterations were made. So far as be could
remember, he was not told to make them and put them straight again the day after the balance. He put the
entries there at Mr Fisher's dictation, but he believed at the time that they were ordinary transactions. He did not
remember the circumstance of Mr Fisher statin? at the time why it was put back to July 1. go far as he
remembered he was not told, but he would not swear.

Mr Solomon: Did you know anything about this £30,000 draft? Had you any knowledge about it it all?

Witness: Not about the transaction.

Do you know what the effect of these two entries in the book is?>—What two entries?

Those two entries (indicating two entries in the book).—Their effect is to reduce Mr "Ward's account—to
credit the account.

The effect isfor one day to reduce Mr Ward's account.—to reduce the account that Mr Ward owes the
association by £24,000 roughly. and at the name time to reduce the amount that is owed by the Ward
Association to Brooks by £18,000, and to reduce the account owed by the Ward Association to Connell by
£6000,—That is the position.

For one day alone Yes.

And you have no suspicion about that transaction now?—I have no further knowledge now than what | had
then.

That iff not what | aabed.—I have no suspicion at al.

| want to ask you, Mr Anderson, whether, as secretary of this company, you had no means of knowing
whether Mr Fisher's statement that these three accounts—Brooks and Co., Connell and Co., and Wart?—were
not one?—No; | had no means of knowing.

As secretary of the company, did you know anything about, those leaves being torn out of the
ledger?—Y es, After it had been done my attention was called to it.

By whom?—BY the gentleman who had dona it—Mr Smith.

Y es, well>—He told me his reasons for doing it. He said that he had spilt ink on the page., and he did not
like to see the book in such amess, and he took out the pages. Immediately the question cropped up in court |
sent him atelegram to where he is non, and if you have no objection | would like to read it.

Certainly. | have no objection.—It isto Mr A. W. Smith, Booth and Macdonald, Christchurch. "See Times
report re missing folios. Kindly explain why and how you took them out." The reply that be sent is. "l removed
pages owing to accidentally upsetting ink over them. Any entries thereon were made onfresh pages at the
time.—A. Smith." The thing was pointed out to me after the pages were torn out.

That was after it was done?—After it was done.

Y our statement written down there at that time is that there were no entries on the page. Yes, | believe it
was.

Y ou see now by that telegram the statement is not true.—I knew what be meant. His meaning was that no
permanent entries were mads on that page.

What do you mean by permanent entries>—No entries that had not been transferred on to the other page.

The page that was substituted?-Y es.

In reply to further questions, witness said he did not take any stepsto seeif the statement that no entries
had been made on the pages was true. He took the statement to mean that no entries were made that affected
any account. He knew of one other instance in the affairs of the association when aleaf had been taken out of



the books. In that case be took aleaf out of the minute book himself. This was a minute of a meeting of
directors held on May 29, 1896, at which there were present the five directors and Messrs J. B. Reid, A. Lee
Smith, and Mr Woodhouse, solicitor. Mr Woodhouse made out a rough draft of the agreement between Reid
and Smith and the Colonia Bank for the purchase of the estate of the Ward Farmers Association and the Ward
accounts. From this he did not gather clearly what was the meaning of the agreement. He had not seen the
agreement itself. After having entered the minutes Messrs Reid and Smith asked him if he would send them a
copy of what he had recorded in the minutes. He did so, and they immediately wrote back saying that there was
amistake in the copy of the minutes he had sent. The mistake was that he had recorded in the minutes that
Messrs Reid and Smith were to receive £6000 in cash. Witness did not know what was meant in the minutes by
the statement "£6000 in cash." He did not know where the original minutes were. When he left the company's
employment he left the original draft in the books. He (witness) took the names of those present at the meeting.
Mr Woodhouse did not take the rought minutes, but he wrote out from memory the substance of what he
(witness) recorded in the minute book.

Mr Solomon: Did Mr Woodhouse not take the rough minutes of the meeting?

Witness: No; | took the names of those who were there, and you will find that there was nothing else done.

Further examined, witness said that Mr Woodhouse took a note in his own handwriting of what took place,
and from his own note of the commencement and Mr Woodhouse's note of the conclusion he (witness) had
prepared the statement of the minutes. The mistake which Messrs Reid and Smith said he had made in the
minutes was that he had stated that Messrs Reid and Smith were to receive £6000 in cash. Messrs Reid and
Smith said they did not want to have a minute recorded which would convey awrong impression he did not ask
anybody about it, but altered the minutes in accordance with the request of Messrs Reid and Smith.

Mr Solomon: Why did you not alter the minutes and leave the page in the book?

Witness: | |eft the original draft of the minutes in the book to show that | had no wrong intention.

Mr Solomon: | will read you the original that Mr Woodhouse wrote: "Messrs Reid and Smith said that if
they purchased the debt due by the association to the Colonial Bank of New Zealand, amounting on the 20th
March last to £92,179 9s 2d, they would release it to the association on the following terms:-£50,000 to be paid
either by present debentures or by the issue of £50,000 substituted debentures payable on demand, bearing
interest at 6 per cent. per annum, and charged on the assets of the company, to be issued to them in exchange
for the existing debentures if required, and secured by atrust deed; £32,000 to be applied in payment of the
amount unpaid on Mr Ward's 8000 shares, the shares to be afterwards transferred to the association; £6000 to
be paid to Messrs Reid and Smith; the balance of the debt to be released; Messrs Reid and Smith to be elected
directors and managing directors of the association; no sharesto be transferred in trust without the consent of
the trustees of the debenture deed; the name of the association to be changed; the articles of association to be
altered so asto give effect to this agreement; Messrs Smith and Reid's expenses to be paid; an agreement
embodying the above terms with the necessary provisions to be prepared by Messrs Reid and Smith's solicitors
and signed by all parties; moved by Mr Green and seconded by Mr Baldey-'That the offer of Messrs Smith and
Reid be accepted.’ This (Mr Woodhouse's rough draft) was found among the papers of the association. After the
words "the debt was to be purchased" you added the words "for £56,000." Why did you do that?-Witness:
Messrs Reid and Smith, when | sent them a copy of the minutes, said that they did not show clearly the
position; that it was open to inference that they were to get £6000 for doing the business, for which they were to
get not a solitary cent.

Why did you add this amount of £56,000?-Because £50,000 debentures and £6000 make £56,000.

Was it mentioned at that meeting that £56,000 was the purchase money?-It was stated clearly that Messrs
Reid and Smith were to be paid nothing.

Isthat in Mr Woodhouse's minutes?-I do not know that Mr Woodhouse's are the only minutes.

Where are the others?-I have no others.

Were there any others?-1 cannot say at this date.

Where did you get these words from?-1 believe that either Mr Reid or Mr Smith said that.

Y ou are sure?-To the best of my knowledge.

There is not aword ofit in Mr Woodhouse's memorandum or in yours?-That is not conclusive proof that the
words were not used. | think it isonly fair that this should be submitted to Mr Woodhouse and that he should be
asked it it is correct.

Mr Solomon said lie had suggested that they should ask Mr Woodhouse about it, but he did not know what
Mr Woodhouse would say

Mr Macdonald said that Mr Woodhouse did Dot know all that took place, but he thought the minute was a
correct one.

Mr Solomon said the whole point in the matter wu the insertion of the words in ink, which ho complained
of more than of the tearing out of the Leaf, and probably there was a simple explanation of it to be given. The



reason it was obscured was that both debts were bought at the name time—Mr Ward's debt of £60,000 or
£70,000 and the association's debt of £90 000, It was proposed to buy the two of them for £62,000. and the
guestion was, How was that apportioned? It was possible that it was apportioned that the £90,000 should be
sold For £56,000 and the £60,000 for £6000, but they were not able to find that out.

His Honor said there was no particular reason why that should not be so, looking at the securities at the
back of the amount.

Mr Solomon (to witness): | want to know; Was it stated at the meeting that the amount to bo paid by Reid
And Smith for the association's debt was £56,0007—I believe it was.

After adiscussion, it wan agreed to ask Mr Woodhouse, who was in court, to explain the matter.

Mr Woodhouse said the explanation was this. The debts owing by the Ward Association and Mr Ward to
the Colonial Bank, which were the subject matter of the agreement with the liquidators, were to be purchased in
globo for £62,750, and the arrangement which Messrs Reid and Smith made was that they would release to the
association the Ward Association debt for £56,000, and release Mr Ward's debt for £6750. The association
would pay Held and Smith £50,000 in debentures and £6750 in cash, Mr Ward would pay them £6000 in cash,
and they would take that money to the Colonial Bank and get the debts, handing over one to the association and
the other to Mr Ward, Messrs Reid and Smith would get nothing out of the transaction.

Mr Solomon said the matter was one that required explanation, which the liquidator was entitled to, and
that explanation bad now been given. (To witness:) Now, Mr Hannah, the auditor, says he passed these cross
entries between Brooks and Co. and Connell and Co. because an officer of the association told him the accounts
were al the same. Wasiit you?—No; | do not think it was.

Did you have conversations with Mr Hannah when he was taking the audit?>—Not about the audit He
usually had another room.

Did you have any conversation with him When he was auditing the 1895 balance?—In what respect?

Did he make any inquiries as to whether the statements in the balance sheet were correct?—Not to my
knowledge

Now, take the produce account of 1895. [unclear: Tht] amount (pointing to the book), which is the debit
balance of the produce account—that is the excess of the debit side of the account over the credit side—is taken
credit for in the balance sheet as as asset?—Y es.

Y ou have heard about these amounts being debited to this account from time to time?—Y es.

L osses on shipments from time to time?—Y es.

Isit aproper thing to do?—Yes.

And after debiting aloss on a shipment to that products account is it a proper thing to take the debit balance
forward as an asset?—It isa proper thing if there is stuff there to represent it.

But it would be avary ssimple matter [unclear: t] arrive at that. Toe proper method was to [unclear: tal
stock, bub you did not do that. All you [unclear: d] was to take the back entries as assets whether? there was
stock there or not?—How do you know that the stock was not there?

We know you were £16,000 worth of [unclear: stoe] short according to the books, as noon as If Cook took
possession?—I do not know that.

But | know it, You asked meand | [unclear: tel]you. But do you not know that stock was no taken on the
balance, that you only took [unclear: th] book entries?—I do not know that at all.

Do you know that stock was taken?—I know that Mr Fisher said that oats represented [unclear: th] balance.

Oh'! again that depends on Mr Fisher word?>—Whose word should we take if not manager's?

Y es; you only had Mr Fisher'sword for the fact that the oats were there, and if the [unclear: at] were not
there it was improper?—If the [unclear: al were not there the balance should not go [unclear: in] the balance
sheet.

Witness was then examined as to the [unclear: exten] of the sales and as to the non-taking of [unclear: sf]
Asto stock he admitted that he had depends on Mr Fisher's word. He had never [unclear: al tended meetings of
directors, and [unclear: repeated] that his position as secretary was [unclear: mer] nominal.

Mr Solomon: Who attended meeting beside the directors?

Witness: The manager.

Y ou never attended meetings of the director although you were the secretary?>—Quite so.

Y ou were never asked for any particulars never caled in to give any explanations?—No

Who attended the meetings besides [unclear: th] directors>—The manager.

And the managing di rector?—If he was [unclear: the| his name would be in the book.

Do you not now think it strange that you the secretary of the company, should not has attended the meeting,
kept the minutes, as so on? Who kept the minutes?>—The minutes were taken by the manager and afterwards
Written up from rough drafts by me.

How do you know that they were correct?—I do not know whether they were correct or not. | can only



assume they were correct, because when they went before the next meeting they were confirmed.

Y ou do not know whether it is the rule for the secretary to be in the confidence of the director! >—I believe
itistherule.

Can you conceive why you should not have been?—I can only say that 1 all along looked upon the office of
secretary as being purely nominal, as | told you this morning.

Y ou recognise now, that whatever your appointment may have been, your actions as secretary were merely
nominal. Who acted as the real secretary of this company None of the directors acted as secretary?—, on.

Did any of the clerks act as aecretary?—No.

Then we come back again, the real secretary was Mr Fisher That is so.

Mr Solomon: Be was aregular Pooh Bah.

Witness continued: He did not believe he had been intentionally kept in the dark, or that those who had got
him to sign the statements had made use of his same, and purposely back from him what wan the real state of
affairs.

Mr Solomon: Bat do not you now know positively they did not tell you the real state of affairs?>—I say | did
not know of the transactions of the company.

Quite so; you did not know the transactions of thecompany, and yet they used your name as secretary. Do
not you think, Mr Anderson, that the secretary ought to know every transaction of the company? What is be
there for>—Well, 1 do not know. It depends if the man appointed as manager is really the man who has got to
do with the company.

Mr Solomon: Quite so, and the secretary as well, surely. Do you moan to tell me that a man can perform his
duties as secretary of acompany and be kept in the dark as to the real state of its affaires? In order to earn your
salary and perform your duties as secretary did you not think it necessary to be informed of all all its affairs?

Witness replied that he had plenty of work to do without that, and, as a matter of fact, he was not informed
of al its affairs.

Would you take a position as secretary on the tame terms again?—I would consider it.

Witness continued: The reverted entries of £21,000 on the eve of the balance sheet of 1893 were entered in
the baud writing of Mr Innes, who was the bookkeeper at the time. The hooks were open for the inspection of
witness at any time be wanted to see them. He could not say when he first knew of the transaction, but it was
shortly afterwards.

Had you any idea that that was a balancing transaction?—No.

Did not the coincidence occur to you or the payment on the day of the balance and the redebiting on the day
after?—I do not know that | would seeif it was drawn out on the dayafter.

If you saw the entries you would look at the two together. But you say that you did not know that it was
going to be done. Did they never take you into confidence as Monetary and tell you this was going to be
done?—No

Y ou were perfectly in the dark?—1 did not know that anything wan going to he done.

Take the 1891 balance sheet. Did you know that anything was going to be done there? The £35 000 cheque:
whose entry is that (referring to the ledger)>—Mr Smith's, He was the bookkeeper then.

Were you told that that was going to be done?—No, 1 was not.

Were you told that it had been done?—I was not told anything at all about it.

When did you first find it out?—I do not remember when | saw it.

Taking this transaction in conjunction with the last one—namely, that Mr Ward's account was credited
practically with £21,000 at the balance of 1893, and redebited on the day after—taking that in conjunction with
this, when you did find it out, what did you think about it? Does it not occur to you that that was a balancing
transaction?—I would want to know something more about it.

Well you have sat in court all these days and you have heard Mr Ward's explanation. Have you any doubt
about it now, that that was a balancing transaction?—Well, that is a very difficult thing to answer. | would not
know what was in the minds of other people.

Do you not think you could perfectly well divine that?—No, | am not a diviner.—(Laughter.)

And you, as secretary of this company, were kept quite in the dark about it, and you do not know what is
meant by these entries? Do you really want usto believe that, Mr Anderson? Y ou have no suspicion about why
that £35,000 was paid in on the day before and taken out on the day after the balance?—A pparently, on the face
of it, it was given to reduce the account.

For what purpose? Do you not see that the obvious purpose was to prevent the shareholders knowing that
Mr Ward owed so much to the association, and at the name time to prevent the shareholders knowing that the
association owed so much to the bank?—Of courseit is quite plain that it is to reduce the account.

The result of that was to show that Mr Ward owed £35,000 less than ha owed. The result is that £35,000 is
placed to the credit of the bank account and that account showed that on that day the association owed £35,000



lessthan it did owe. In the face of that on the eve of the balance sheet, can you doubt that the object for which it
was done was to conceal the state of the batik account?—I do not know what the object was, but that looks like
the object.

Replying to further questions, witness said bo knew that in January, 1893, £50,000 worth of debenture were
handed to Mr Ward to dispose of, but he did not know anything about the ledger entries respecting them. He
did not see the credits Tot some months afterwards as he was absent in Australiafrom February until some time
in June. Trial balance sheets were taken out every month.

But we have been told that there were debentures credited to Me Ward by the association. Could that be the
case in face of the monthly balance?—Y es, the man who made the entries might believe they were to go to Mr
Ward's account.

But the monthly accounts would be submitted to Mr Fisher as managing director, or to Mr Fisher as
manager, or to Mr Fisher as secretary. They must have come before him in some capacity, and he must have
known it was wrung, lait not a fact that be must have seen it was wrong?—If he bad seen the balances and had
known the balance to Mr Ward's account be must have seen that Home big credit had goneto it. A trial balance
is for the bookkeeper to seeif al entries are made.

But isit not submitted to anybody | do not know; not necessarily.

When you were bookkeeper, did you submit it to anybody?—No; | did not,

Mr Solomon: So that, according to you, Mr Ward's account might have been wrongly In credit £40,000 for
months, and nobody know anything about it?

Witness replied that unless Mr Fisher went to the balance of Mr Ward's account no one would know
anything about it. He could not say from his own knowledge whether the directors knew anything about the
position of Mr Ward's account, Nor could he say that he, as secretary, ever submitted to the directors anything
where from they could gather Mr Ward's debtedness to the institution. He did not attend directors meetings,
consequently did not know what was done. He did not know of anything thing being kept in the association's
office that would show the true state of the association's affair. He acted as manager of the association during
October and November, 1895, while Mr Fisher wasin Australia. By that time Mr Ward's account was paid. He
never heard from Mr Birch, on behalf of the Colonial Bank, how Mr Ward's account stood. He did not come
into contact with Mi Birch, except when Mr Fisher was away in Australia.

Mr Chapman said that his learned friend (Mr Cooper) and he would like to consider whether they would
re-examine Mr Anderson.

Mr Solomon would not object. In order not to waste time—he proposed to examine Mr Fisher next
day—he wished his friends on the other side to know that he proposed to ask Mr Fisher what was the total
amount of [unclear: goi] sold to the Australian agents of the association?

Mr Cooper: Y ou mean produce?

Mr Chapman i In connection with [unclear: the] series of 41 drafts you have aready [unclear: mal

Mr Solomon: No; the total business [unclear: don] Australia and the total amount drawn upon;

Mr Cooper; The total sold in Austria during the whole period of the associate operations?

Mr Solomon: Y es and the amount of [unclear: a] drafts drawn upon these goods.

Mr Cooper: It isvery possible, four [unclear: Hose| that we shall conclude that we ought not toe examine
Mr Anderson.

Mr Solomon: | hope, your Honor, to [unclear: be] now to get through by next Monday. | try to get through
with Mr Fisher to-month Before 1 can complete Mr Fisher's [unclear: examinal shall want that statement | have
already [unclear: asih] for of what Mr Ward has done with [unclear: the]£55,000 and that £12,000, and in order
to [unclear: al time asmuch as possible | shall want an [unclear: op] tunity of considering it.

Mr Cooper was understood to say that [unclear: th] turn would be ready before the examination [unclear:
al Mr Fisher was finished.

At 3.40 p.m. the court adjourned till 11 [unclear: al next day.

SEVENTH DAY—FRIDAY.

On the court resuming at 11 o'clock,

Mr Chapman mentioned that he did not [unclear: a] to reexamine Mr Anderson.

John Fisher was then called, He said [unclear: al he was manager of the Ward Farmers [unclear: ass| tion
since the inception thereof. He could [unclear: a| say that anyone had defined his dutiesto [unclear: ta] A
definition might be in the articles of [unclear: ass| lion, but he was not prepared to say. The [unclear: out|
officer? of the association were the [unclear: manager| director, the secretary, the directors, and [unclear: g
clerks. Mr Ward was the managing [unclear: dirc|] and as such initiated the policy of the [unclear: comp]
arranged the finance, and acted the part [unclear: the] managing director usually did, Necessary all matters of



policy came before the [unclear: manal director, and he arranged all matters of [unclear: fin] He could not give
any more information [unclear: to] was contained in the books. By "carrying, the policy of the company" he
meant do" what business he could, and getting as [unclear: m] out of it as he could. Mr Ward was [unclear: ab]
great deal from Invercargill, and the [unclear: man| of the association performed his duties [unclear: du] his
absences. A chairman would be form [unclear: al appointed during his absences.

His Honor: There is definite [unclear: provision|] that in the articles of association.

Mr Solomon: | shall cometo that [unclear: pres| your Honor, No such appointment was [unclear: mal

Witness continued: He believed that it [unclear: al provided in at tide 88 of the articles of [unclear: ass|
[unclear: al to appoint one of the directors to be [unclear: duty] managing director during the absence he
managing director, but he could not say [unclear: al that was done he, however, know that [unclear: ing] Mr
Ward's absences mr Green acted as [unclear: irman,] and he looked on him as deputy [unclear: aging) director.
The minutes did not say [unclear: s| adeputy manager was appointed. If no [unclear: uty] was appointed it was
very probable [unclear: is| he (Mr Fisher) did the work attendant [unclear: on] the position. But a managing
director, [unclear: no] if at a distance, might be able to attend his duties, to a certain extent, and he be-[unclear:
ed| that Mr Ward did so when away from [unclear: ercargill.] He was not prepared to say that was in touch
with the affairs of the association all the time. He did not think the [unclear: aaging] director would be in touch
at al [unclear: rh] all the details of those affairs. Asa[unclear: tter] of fact, Mr Ward was never in touch
[unclear: h] al the details. Probably, as a matter of [unclear: s,| withess during Mr Ward's absences took
[unclear: his] own shoulders all the duties of managing [unclear: director.]

Mr Solomon: so that so far you acted as manager, and, to put it your way, partialy as[unclear: aging]
director. We have heard from Mr [unclear: derson| that you also acted as secretary. Is [unclear: t] true?

Witness: Well if Mr Anderson says so. | [unclear: er] took particular notice of what the duties secretary
were. Continuing, witness said [unclear: t] he attended the meetings of directors [unclear: i] took the minutes.
The secretary was not [unclear: vented] from being present, but he did not and the meetings, because it was not
necessary, as he (witness) took the minutes. The [unclear: € es| of association provided that al bills. [unclear:
ques,| drafts, and promissory notes were to signed by a director or amanager of one of branches after the same
had been authorised writing by the managing director. He (wi[unclear: s|) was neither a director nor a branch
manager; he was manager of the head office, [unclear: he| signed the cheques on a letter of autho-[unclear: v]
by the managing director that he (witness) [unclear: ould] sign cheques. That authority was given the first day
of the association's inauguration, [unclear: |] he did not know if any cheques, except in absence, had been
signed by directors He [unclear: 1] signed the balance sheets, and he thought was a usual thing that balance
sheets of a[unclear: pany] were signed by the manager of the [unclear: pany.] If it was the case that the articles
association provided for the balance sheets [unclear: ng| signed by two directors and countersigned the
secretary he expected he had known of but he had entirely forgotten it if it wasthe [unclear: e]

Mr Solomon: Y ou were manager, managing [unclear: director,] director, and secretary?

Witness: Y ou can have it that way.

[unclear: You] took asharein the audit?-1 don't think

When Mr Hannah came to go through the books for the audit he was given certain figures, he asked if they
were correct, you told him they were correct, and he made his audit accordingly?-Y ou had Mr Hannah here; he
had never been in court before, and you hamoezled him, and gave him questions he did not understand.

Will you deny that Mr Hannah asked you about certain figures when making his audit, and you said there
were correct?=| will not deny it, but | have no knowledge of it so far as my memory goes.

Examination continued; With reference to the subdivision of the amounts representing goods in store and
afloat and book debts, witness did not know what information the auditor had to go on, but he went through the
details. Witness made the subdivision He would not swear against Mr Hannah that he (witness) had told him
that the subdivision was correct, but he had no recollection of having told him anything of the sort. He did not
know that Mr hannah had any vouchers for the £16,000 in the produce account he would not deny the truth of
the auditor's statement that he had had no store intormation, but he would not say that he did not have any such
information from the stores he did not bear all Mr Hannah's evidence, for he saw that Mr Solomon was turning
him inside out, and he got sick of it. He did not remember Mr hannah asking him about £18,000 and £6500
being debited to Brooks and Connells. Mr Hannah would have the entries in the journal to show that they were
correct. He did not remember Mr Hannah asking him if they were correct He had no recollection of having told
him that they were correct or that the accounts were al one.

Mr Solomon: Do you contradict Mr Hannah-he swears positively?-1 have given my answer, and really |
cannot take the matter any further. If you want a couple of hoursin which to pull yourself together | am quite
willing to go on answering.

Never mind my pulling myself together. Don't you trouble yourself about that, you have enough to do
without it. You must put it further than that you don't recollect?-No. | have not the dlightest recollection.



Mr Ward also has sworn here that he was told the same thing by an officer of the association-either by you
or Mr Auderson?-1 do not think Mr Ward has sworn anything of the sort. Have you the minute of his evidence?

If you say he did not admit it, | won't bother about it.-1 do not think it is correct all the same.

Do | understand you to say that you did not interfere with the audit at all>-No; | never interfered with the
audit at all, so far as| can recollect. Mr Hannah was there to do his duty, and if he liked he could have
challenged anything.

Mr Solomon: So you were only acting as manager, managing director, director, and secretary, that isall. |
thought we could have proved you were auditor as well; but apparently that is not clear.

Witness' examination continued: He attended the meetings of directors, with, perhaps, very few exceptions,
and kept the minutes An to the item £3000, be did not think the directors were consulted before that money was
given to Hr Ward. The directors bad free access to the books—the books were there to denote what bad been
done, but the hooka were not taken into the meetings of directors, and the state of Mr Ward's account, so far as
he could remember, was never referred to in the meetings of directors Or officially brought before the directors
If it bad been done it would appear in the minutes, and from the statement that there was no such minute he
should gather that the state of the accost was not brought officially before the directors.

Mr Solomon: Please answer my question, Was there at any time dimug the whol e existence of this
ingtitution any statement ever laid before the directors from which they could gather that Mr Ward was largely
indebted to the association?—Y es. They could gather it from the books.

Do you not understand the question?

His Honor: Please answer the question—Y es or No,—and afterwards give your explanation.

Witness: | do not know that officialy it ever was put before them, but the books were at the directors
disposal. | said that from the first.

Mr Solomon: Not at all.

Witness continued: He could not say that a document on the subject had been put before the directors. The
books were at their disposal, but had not been taken into the meetings, and be did not think the directors were
referred to them.

Mr Solomon: Isit not the fact, Mr Fie her, that not only were the directors never taken into confidence as to
the conditions of Mr Ward's account and the affairs of the association, but that, in addition to that, aregular
system of concealment was adopted, by means of which the real slate of affairs was concealed, not only from
the public and the shareholders, hut even from your directors themselves>—No, | do not think so Mr Solomon.

Witness continued: He did not think what was done amounted to a system of concealment. In the
prospectus it was stated, "The company now submitted to the public does not include the Ocean Beach Freezing
Works. These will be carried on by Mr Ward quite independently as hitherto."

Mr Solomon: Now isit not the fact, although that is the rase, that the company immediately found the
money for Mr Ward to finance the whole of bis transactions in the freezing works>—Not entirely at all.

WEeéll, at any rate, they found money [unclear: al extent of hundreds of thousands of [unclear: pou] Oh, no!
Pardon me one moment. The [unclear: company| took the agency of the Ocean [unclear: beal it would any
other agency that [unclear: al financing from time to time. It came [unclear: the| the evidence of Mr Ward and
Mr [unclear: ander] when they were examined, and in Mr [unclear: al report, that the company financed the
[unclear: al Beach Company to the extent of £/unclear: 21] but, as against that you entirely forget [unclear: al
they received £219,000.

Did they receive that £219,0007—|unclear: Ess| of it, excepting £200, or something [unclear: like| It was
subsequently paid.

Mr Ward's losses on freeter?—They [unclear: al been paid.

Oh'! that is part of the £565,0007—] unclear: at] the association is concerned they [unclear: bal paid. What |
was going to say wasthis[unclear: al rotated just now the Ward Association [unclear: exp| about £150,000
accommodation to the [unclear: al works. Y ou might aswell tell aman [unclear: a] arranged for an overdraft
of £1000, [unclear: al has had aturnover of £40,000, that [unclear: the] has given him £40,000.

Witness continued: The directors [unclear: kn] Ocean Beach business was done [unclear: thro| association.
The directors were not[unclear: al aware of Mr Ward's account more than [unclear: al account of any other
person, He did [unclear: not] whether the directors saw the books or he [unclear: a] (witness) was very seldom
in the [unclear: pub] of the company.

Further examined: The account was [unclear: al the books as "freezer account” [unclear: simply]
convenience, The effect of thiswas not [unclear: al secret from the directorsthe fact [unclear: al freezing work
was being carried on [unclear: the| plated plainly "transfer to J. G. Ward? [unclear: a| the directors had access
to all the books [unclear: al wished. In the ached dies of the [unclear: balat] brought before the directors
nothing was [unclear: al from which they could trace the freezer acid [unclear: acid] No statement of details
was ever brought [unclear: a] the directors.



Mr Salomon; If this operation of [unclear: clu] freezer account on June 30, [unclear: transferr] Mr Ward,
and reopening it on July | [unclear: al been adopted the directors would [unclear: a] able to see the state of the
account on [unclear: al at the schedules?—Y es, they would.

Whatever the object might have been, [unclear: a] not the first instance of what 1 call a[unclear: &
concealment by which the state of [unclear: aff] hidden from the directors>—No; | [unclear: a think itisat all.

But it had that result?—Y es.

It kept from the directors [unclear: informal| would otherwise have gone before them [unclear: al has been
the result.

Further examined: Mr Anderson, the [unclear: al tary, would know that Mr Ward's [unclear: acc| never
brought officially before the [unclear: direction] | was more than probable, however, [unclear: th] [unclear: al
told the directors of his position, This[unclear: al strike witness as another illustration of [unclear: ealment]
The books ware in the office; although the directors were never invited [unclear: al at them, they were at liberty
to do so [unclear: hey] desired.

[unclear: Mr]Solomon: Now then, on the 30th June, [unclear: al we come to the £21,000 manipulation,
[unclear: need] not weary everybody with It. It was [unclear: abcquee] for £15,000 nod £6000, drawn on
[unclear: al 30th June, paid into the bank to credit of Ward's account, and taken out on the 1st [unclear: al
When wasiit first decided to adopt that [unclear: al?—I believe 1 got an intimation from the [unclear: nager|
the bank at Invercargill that | was [unclear: al to draw on Mr Ward's account tothe [unclear: al of £21,000.

[unclear: did] you know that it was drawn out next?—Probably | did, but 1 cannot tell you [unclear: &
what happened.

[unclear: al you know the object?—know that it re[unclear: a] Mr Ward's account by £21,000.

[unclear: have] you any doubt asto the object of the manipulation? Do you not know perfectly [unclear: al
that the object was to reduce the state of [unclear: al balance at the bank over balance day la must ask the bank
officer.

[unclear: was| not the effect to decrease the bank over-[unclear: al by £21,000?—That is the effect.

And that went out upon your balance day?—|unclear: al; that is so.

The consequence was that on balance day the [unclear: al appeared £21,000 more than it really [unclear:
as|—No; it appeared £21,000 less.

It appeared £21,000 less than it really was?—[unclear: a| it was exactly the amount stated on that [unclear:
al.

It was exactly the amount stated on that day, [unclear: educed] the account by £21,000 of the amount was
the day before and the day after>—That 10 the effect.

In reply to further gquestions. witness said he [unclear: al not say that the effect was to conceal the me state
of affairs from the shareholders The feet was to reduce Mr Ward's bank account, [unclear: al not give anybody
instructions to make [unclear: a in the books with regard to the £21,000. [unclear: al would probably put a
cheque through for [unclear: 221,000 and credit Mr Ward with the amount, [unclear: a] the cashier would
debit Mr Ward. He [unclear: tought] it probable that he had some conversion with Mr Birch about the
transaction, [unclear: al could not draw the cheque without having [unclear: al a conversation with him.

Mr Solomon: Would you deny that Mr Birch [unclear: al you that this was to be aloan by Mr Ward
[unclear: ver] balance day of £21,000?

Witness: | can only tell you what | recollect, [unclear: al | have no recollection of anything of the [unclear:
ind].

Now we will come to the 1894 balance sheet. [unclear: the] same performance was gone through again a
1894. When did you first become aware that [unclear: a] 35,000 on that day was to be placed to Mr Ward's
credit?—1 got my information from Mr Birch.

Weas that averbal communication or written?—Verbal.

Just tell me what he fold you.—1 was to bo permitted to draw £35,000

Did hetell you on this occasion Mr Ward was lending £35,0007—No

Are you sure?—I| have no recollection of it whatever.

Did you tell him that this money would be in reduction of Mr Ward's account?—I have no recollection of
what | drew the money for.

Can you tell meif Mr Birch knew that Mr Ward owed any snob sum as this to the association at that
time?—Mr Birch knew he owed the bank alarge amount, | don't know that he knew the exact amount.

In reply to further questions, witness said Mr Birch knew perfectly well that Mr Ward bad no other source
of income outside of the association, Large sums were paid by the association to the bank on Mr Ward's behalf.
The bank credited these to Mr Ward, and they must have known that large sums were running up. They knew
that he was a large shareholder in the company. His calls alone were £8000, and were debited to his account
with the bank. Witness believed the bank knew that Mr Ward had not paid for these shares. He also believed



that Mr Ward told the bank, The bank knew Mr Ward's position precisely up to March of the previous year, as
they bad his balance sheet. They also knew Mr Ward's transactions in the interval between himself and
themselves, and they knew what his arrangements were with the association. The arrangements were pet out in
the agreement between the association and Mr Ward. Mr Birch rover asked him aword as to the state of Mr
Ward's account. It did not strike witness that if Mr Birch thought Mr Ward owed large sums of money to the
association he (witness) would have heard some' thing about it.

His Honor said it occurred to him, as to the back's knowledge, that the bank knew Mr Ward was carrying
on the frying works on bis own account. The bank would also know that they were not finding the money, and
they would be aimost certain to inquire as to who was financing him with respect to the freezing works. If
cheques were passing between the association and Mr Ward it would be reasonable for the bank to infer that the
association were financing him for the freezing works, and, if so, that there was always a possibility of his
becoming indebted more or less.

Mr Solomon said that that was what he was trying to get from Mr Fisher, But the question of whether the
bank did or did not know was apart from the question of right and wrong. (To witness?) Thisis aletter that Mr
Birch wrote to Mr Mackenzie on the 5rd September 1895.—

Dear Mr Mackenzie—Beforathis reaches you Mr Davidson's report on his investigation of the affairs of
the Ward Farmers Company will be in your hands, and you will see by it that terrible disclosures have come to
light. The day Mr Davidson appeared an engagement was made with Mr Fisher for half-put 7 in the evening,
and half an hour before that time the latter came along to the bank and made a confession of his crimes which
fairly staggered me The amount owing to the association by Mr Ward is a perfect revelation, and fully explains
why | could never keep the account down. The outcome now is that instead of Mr Ward being arich man, as he
led meto believe, and | always thought, he has lost every shilling, and is something like £30,000 behind
besides, Fisher ownsup to being 75,000 sacks of oats short of my warrants (exclusive of the 80,000 sacks
attached to the British bill for £30,000), and says he baa lied and deceived me hand rods and hundreds of times
during the past five gears: in fact, be says the truth has not been in him, Thisis a nice confession for aman
holding the position he does, and from one | had the greatest respect and trust in. It is truly appalling to me. and
isthe rudest shock | have ever experienced in my life. My own opinion is that we could put Fisher, Anderson,
the directors, the auditor, Ac., in gaol over this, to me, huge swindle, if necessary. Y ou, of course, will know
what is best to be done, and therefore | await your directions before moving further. Withvery much regretat the
outcome of things," | am, &c.,

C. A. BIRCH.

Now, so far asthisis concerned, Mr Fisher, the part bo which | am referring isthis. Do you or do you not
say that so far as you knew what Mr Birch says there is true or not—thst the state of Mr Ward's account was a
revelation to him?

Witness: | cannot be responsible for Air Birch's eexpressions, | have aready Maid it was inevitable that Mr
Birch must have known that Mr Ward owed large sums of money.

Further questioned witness said that he had an interview with Mr Birch, but did not say that Mr Ward was
ruined. He thought that Mr Ward wan pretty far behind, but did not consider him ruined. There was a question
whether be could pay his debts, but at the time it was not in withess's mind a serious question. It was shortly
before Mr Ward's return from England that witness thought Mr Ward might be unable to pay his debts. Witness
thought he might be from £20,000 to £25,000 behind. That was only witness's assumption. He had not made a
minute calculation. He would not say he knew that Mr Ward owed the association £20,000 more than be could
pay, If Mr Ward had said that he could pay the £55,000 he owed altogether he (witness) would have accepted
the statement. Mr Ward had assets amounting to more than the £55,000, but witness could not get at them. He
believed there was an unregistered mortgage over the properties. He believed that before Mr Ward went to
England he was perfectly good for any amount that he owed, but that in the interval his position weakened.
Various things had happened to cause that weakening. There were [unclear: ver] consignments on Mr Ward's
own [unclear: acc| connection with the freezing works. [unclear: who| did not know that Mr Ward made any
[unclear: all] on the freezing works up to 1895, [unclear: bur] association had drawn upon Connell or [unclear:
ec| to a certain extent, and during Mr [unclear: won| absence there were drawbacks to the [unclear: exe]
£9000, which witness had to meet, [unclear: addi] weakened the association's position, [unclear: thi] thiswas
association businessit was [unclear: al connected with Mr Ward. If [unclear: witt] membered rightly, there
were a[unclear: tremend] of shipments on Mr Ward's account—he [unclear: al on the freezer account. He had
not [unclear: sal he found Mr Ward's position weakened, [unclear: a] believed it was not so strong as before |
interest account was tunning up, and [unclear: hos| perties were not increasing in value, [unclear: action|
hel ped to weaken his position.

Witness was strongly of opinion [unclear: the] Ward, while in England, had gone [unclear: bet] £20,000 to
£25,000. All the financial [unclear: of] tionsin the country bad been weakened [unclear: ac| time; Mr Ward's



own position was [unclear: wea| and that had an effect on the Farmers' [unclear: &l tion, If Mr Ward had sworn
that it [unclear: al covered during his absence that his[unclear: losses| £25,000, which afterwards turned out
[unclear: al nearer £50,000, he must have been [unclear: al stood. Withess did not understand Mr [unclear: &l
in the same way as Mr Solomon. [unclear: when| Mr Ward in Wellington after his[unclear: al he did not tell
him in the interim had made actual losses of between £/ unclear: al and £25,000, but that he had come
conclusion that his (Mr Ward's) [unclear: al was not so strong by that amount, and [unclear: al indebtedness
was getting too heavy. [unclear: al reckoned that Mr Ward's properties had [unclear: al depreciated in the
interval. Nelson [unclear: a| shares had depreciated, his earning [unclear: al gone down, and he had lost his
salary [unclear: al ayear as managing director of the [unclear: ocean| works. He could not say anything
[unclear: al Ward's evidence before the judge in [unclear: a] last year, when he said he first beard of oflosses
from witness on hisarrival in [unclear: Welling] he If Mr Ward bad sworn sohe (witness) [unclear: al not
contradict him. If witness on that or had said that be knew what losses [unclear: h] made isthe interval he
would have [unclear: state] was not true.

Mr Solomon: We don't require any [unclear: al to tell usthat, Mr Fisher.—(Laughter.) [unclear: al you tell
me, please, isit true or not [unclear: tro] you then said that losses to the extent; £25,000 had been made?

Witness said be believed it was true [unclear: al he nor Mr Ward knew what the losses [unclear: alin 1894
in connection with the freezer recognised the circular (produced) that [unclear: al dressed in February, 1895, to
the [unclear: a] the association. The statement made [unclear: al that Mr Ward had not been [unclear: spec]
[unclear: n| purchases of sheep was correct. They [unclear: ad] not been buying sheep at that time, [unclear:
for] was he, far as witness recollected, [unclear: [ling] mutton, but, as a matter of fact, there [unclear: were]
enormous quantities of sheep in England, [unclear: al on their way there, which had not been accounted; so that
the losses could not have [unclear: been| ascertained at that time. It had taken the [unclear: uidator] with a staff
of accountants and clerks [unclear: over] 12 monthsto go through these things. How to earth then, could he
answer them in five [unclear: inutes|? Farther questioned an to how the [unclear: 55,000] of the association's
debts which Mr [unclear: ward] had taken upon his own shoulders was [unclear: was|, withess could only
remember the one [unclear: them] of £7000.

Mr Solomon: Mr Ward in his sworn statement [unclear: said] that when the debts of the association were
[unclear: ound] to be £55,000 he took the responsibility [unclear: on] hisown shoulders. Wasiit true that this
[unclear: £55,000] were losses of the association, as Mr Ward says, and that he took the responsibility of them
his own shoulders?>—Witness: | [unclear: a] not understand that they represent lossesit all.

| am asking you about what Mr Ward has [unclear: worn| to.—I do not know what was passing through Mr
Ward's mind, and therefore do not know.

That is not an answer to my guestion. If Mr Ward has sworn that the £55,000 which he We the promissory
note for were debts of the association which he took upon his own shoulders, isit true?—I do not think it is
inferred in it.

His Honor: If Mr Ward swore that it istrue you do not commit yourself to saying that Mr Ward did make
the statement, and the statement might be capable of quite a different construction.

Witness: | do not see how it can possibly be correct,

Further questioned! witness said that if Mr Ward, knowing it did not represent entirely the losses of the
association, swore it was the losses of the association, it would not be correct; but he did not think Mr Ward
ever had made such [unclear: al assertion. Witness could not say what item other than the £7000 Mr Ward had
taken upon his own shoulders, but be knew that Mr Ward had taken upon himself alarge amount of
responsibilities, and he also became responsible for alot of business which might have come to the association
and have accrued to losses to the association.

Mr Solomon: Can you point me to one shilling outside of the £7000 that Mr Ward took upon his own
shoulders?

Witness; | do not know that | can.

| want to know bow the £55,000 was made up?—Y ou have got a great deal more information about that
than | have, for you have the books.

Can you tell me how that amount was made up? Y ou met Mr Ward in Wellington, did you not?—I think
SO.

And you told him about the £56,0007—Y es, | believe | did, What time do you refer to?

When you went to Wellington to see Mr Ward.—I did not go to Wellington to see him; | only saw him
when passing through Wellington.

Y ou saw biro in Wellington?—Y es.

And you told him what bis position then was?—Y es.

Witness continued: He concluded while Mr Ward was in England that his (Mr Ward's) position bad
weakened to the extent of £20,000 or £25,000. He did not tell that to the directors, and did not think it his duty



to do so. He did not know when the directors were told, but it was his impression that they were told. Mr Ward
may have told them. They were not told officially at the meeting held an hour before the meeting of
shareholders, because if they had then been told officially it would have been minuted and there was no such
minute. He was not prepared to say that a single word was said about it at the meeting, and had no distinct
recollection of attending the meeting, though he might have been there He thought he bad told Mr Ward the
conclusion he had arrived at, and that this was mentioned to him In Wellington. Witness did not go to
Weéllington to see Mr Ward about thin, but saw him when he (witness) was on hisway to Auckland in
connection with entirely other business.

Do you mean to say that on so vital a question in connection with the affairs of the institution you cannot
say positively whether you told him that or not?—I cannot say positively as to anything | said two years ago.

Witness continued: He could not say absolutely whether he was present at the meeting or not. He could see
nothing had been stated officially about Mr Ward's affairs at the directors meeting, but he could not say the
directors did not know of them.

Mr Solomon: Does it not strike you as a very strange Hate of affairs that this knowledge should be in your
breast and in Mr Ward's breast, and that it should not have been brought before the directors or before the
meeting of shareholders?>—No, not if Mr Ward considered himself in a position to pay.

But you did not consider him in a position to pay?—I am not the man who owed the money.

At any rate, we have the bald fact that it was not brought forward?—It was not officially brought forward.

At the shareholders meeting, was there the dightest indication given to the shareholders that this state of
affairs existed?—I do not think so.

Y ou were present at the shareholders' meeting, as manager?—Y es.

Did you not think it necessary that it should be stated?—Not If Mr Ward considered be could pay the
money.

WEell, we have beard the secretary say he was only nominally secretary, and that he had no responsibility,
and we have heard Mr Ward say he was so much away that he could not go into the detail What, then, were
your responsibilities as maungnr?—I think | bad a good dual of responsibility. | waft manager of the company.

And what steps did you take to inquire if Mr Ward was able to pay the money?—Well, shortly afterwards
he did pay it.

Oh, again we come to the £55,150.—It was paid to the association, anyhow.

Further examined: It was after the shareholders' meeting that witness beard of Mr Davidson's report on the
affairs of the association being presented to the bank, The fact that witness and Mr Ward did not tell the
shareholders the position of matters was not a concealment, but it certainly did not make the position plain to
them. The shareholders and the directors could not know at that time that Mr Ward was £25,000 behind, and
there was no reason why they should know, if Mr Ward could pay the amount Even in abank's business it was
not stated to the shareholders that so-and-so owed so much. and that be could pay it. He did net know that such
athing would even be intimated to the directors.

Mr Solomon: Now, as to this £21,000 again. | forgot to ask you if your directors were told about it?—No.

Was there anything submitted to the directors by which they could gather that the £26,000 then put down as
the overdraft to the Colonial Bank was not the ordinary overdraft?—It was the overdraft on that day.

But was there anything to show the directors that, whereas the balance sheet showed an overdraft of
£26,000, it was on the day previous £47,000, and on the day after £47,0007—T here was nothing in the balance
sheet to show that,

Was there anything anywhere el se to show them?—The books.

But the books were not submitted is not customary to submit them. | did not submit them.

And who else could?>—Any of the officers.

The books, then, were not submitted to the directors, and there was nothing in the balance sheet, so bow
could the directors who ran the institution gather that while the item was £26,000 on one day, it had been
£47,000 on the day previous, and was to be £47,000 again on the day following?—They had the books of the
company.

And they were not submitted to the directors>—No; but they were available.

They were not submitted?—They were not submitted.

And isthat not afurther item in the plea conceal meat, that prevented even your directors from knowing the
true state affair>—I cannot say that it is, That [unclear: chi] was paid, Mr Solomon.

Now we come to the balancing day of Is Y ou have told us what happened then [unclear: al balance was
manipulated by £35,000 for [unclear: al day again. Was anything stated to the [unclear: dis|tors about that?—If
itit not in the [unclear: minute] would not be

After looking at the minutes, witness [unclear: a| there was nothing in the minutes with [unclear: refe] to
the matter, the fact of Mr Ward's [unclear: acc|] being manipulated to the extent of £35,000 [unclear: al not



reported to the directors. He did [unclear: al think it ought to have been reported when cheque was paid.

Mr Solomon: Now | want to you at [unclear: al the debentures. In January, 1895, [unclear: £50] worth of
debentures were placed in Mr [unclear: \Wal hands ato dispose of He sold £40,000 wort. £20,000 to the Bank
of New Zealand [unclear: f] £20,000 to the Colonial Bank?

Witness. That is so.

| suppose he reported to you that be had [unclear: al that?—Sure to.

Did you give any instructions asto [unclear: al entries were to be made in the books?—Sc [unclear: a] |
recollect, | had never been in any [unclear: al cern that had kept a debenture account, [unclear: al was pot very
conversant with it. Mr [unclear: Anden]| was absent at the time, and the [unclear: bookke] were making up
these books. Two entries [unclear: al been placed to our credit in the bank [unclear: al They would probably
ask me what they As| told you, | was totally unconversant [unclear: al how a debenture account was usually
and | would say with regard to those [unclear: pro]of debentures, "Put them to Mr Ward's [unclear: al until we
understand how the account should [unclear: al opened.”

In answer to further questions, witness [unclear: al Mr Anderson came back in May Witness [unclear: al
not know that he absolutely spoke to Mr [unclear: al son until the end of the financial year, and [unclear: al
they set off a different debenture accounts Mr Ward's own account. The account, [unclear: al simply been put
to Mr Ward's credit [unclear: a| porarily.

Mr Solomon: In the balance of 1895 [unclear: a] drew another draft of £35,000 at Mr [unclear: v] request?

Witness; Yes.

To whose credit did you place that [unclear: al—To the credit of Mr Ward.

Why?—It was for Mr Ward.

Explain that, please. How did you [unclear: al was for Mr Ward?—It was for Mr Ward [unclear: al way; It
was the proceeds of adraft [unclear: al under aletter of credit that the bank [unclear: al received. | had never
seen that [unclear: |etter] credit. It was intimated to me that it letter Mr Ward had arranged. | drew [unclear: &l
put it to Mr Ward's credit, and intimated: | Mr Vigers At the time, 1 thought it a very strange thing that they
should have a letter or credit when | had not heard am thing about it; and | paid the matter could not go forward.
If there is anything wrong about it, you must settle it with him. That was done, and Mr Ward took the debt over.

| understand that you mean that that was no much money Lent to the association by Mr Ward?—I did not
say that. So much money. paid to the association by Mr Ward.

Witness, in reply to further questions, said he did not part with oats of the association for that draft. He
gave awarrant for the oats, but he bid no right to do so an it turned out.

Mr Solomon: On balancing day the bank account was reduced by £30,000, and it was treated as if Mr Ward
had paid the money to the Mediation?

Witness. That is so.

On the same day Mr Ward's account was further reduced by two sums—£18,000 and £6500?—That is so.

Did you give instructions that that should be done?—I think it is almost certain that | did

Witness, further questioned, said be treated Mr Ward's account as one account. If Mr Ward had been in
credit £15,000. and Brooks and Connell had been in debit, be would have transferred the account to Brooks and
Council.

Mr Solomon: Y ou owed these people £18,016?7—Witness: That is so.

Y ou owed Connell and Co. alarger amount than £6500 P—That is so.

And after giving credit for this £30,000, Mr Ward owed you £24,000?—Something like that.

Now, you say you treated these three accounts as our, did you really think you did not owe the money to
Brooks?—I did not think that.

Y ou knew you owed the money to Brooks?—Y es.

And you knew you owed the money to Concell>—Y es.

Y ou knew that Ward owed money to the association, How, then, were these three accounts treated as
one?—I| considered that these accounts had been drawn and bad origin Dated miner Mr Ward's personality. The
whole of the grain, wool produce, and that had been entirely on account of Mr Ward.

But you knew that the debts were owing?—Y es.

However the accounts were originated, you knew that these three facts existed. Y our association owed that
money to Brooks, Did not the effect of debiting that amount to Brooks and Co. prevent it being shown in the
balance sheet that they were creditors to that amount?—do not know about preventing, but the thing would not
be shown.

Did you not make that entry? If you had not made that entry it would have appeared in the balance
sheet?—Y es. it would have been shown under "sundry creditors.”

To that amount?—Y es,

Y ou knew you owed the money all the time?—Yes.



Why did you not show it?—I have given you my reason

Give me your reason again?—I treated the three accounts as one

Do you mean to say that you understood at that dare that they were one account?—That that were working
inone.

How do you mean? Will you repeat that again?—I| mean that | might have done all the transactions under
one name in these accounts.

Do you swear, Mr Fisher, that in June, 1895, you thought Brooks and Co. were realty Ward?—I do not
mean that, 1 know that Brooks and Co are not Ward.

Do you mean to say that Brooks and Co. and Connell and Co. and Ward were a partnership?—No.

WEell, what did you understand to be the state of affairs on the 30th June, 1895?—I menu that the whole of
the three accounts were being worked by the association as one account. How was that P They were all kept
separately in the books?—Like alot of other accounts, they were kept separate for convenience' sake.

Did Mr Ward say they were to be one account>—Mr Ward had told me that the transactions in London and
the losses sustained by him were to be on his own account, Practically that is what it amounted to. That does
not exactly put it. Asamutter of fact, if large amounts came to debit and the association was not in a position to
bear them, Mr Ward considered it to be his duty and advisable to take them on his own shoulders.

Did be ever take these on his own shoulder>—He took all the grain account

Did he ever take this over?—He has not done so now.

And on the day after the balance sheet you showed the correct statement again Transferred the amounts.

Did you tret any instructions to do so?—None whatever.

Did you tell Mr Ward you had done it>—Not till long afterwards

Do you think that was strange?—I do not think so.

Did you tell the directors?—I did not. | thought it was aright thing to do and | did it.

Would you do so again?—Y es, | would do exactly the same thing again, and if you want an authority for it
| refer you to Mr Cook.

Mr Solomon: Y ou need not trouble about Mr Cook. Y ou are dealing only with me.

Witness: | will give you the information if you like.

Mr Solomon: Y ou can give it to your own advisers. | want to ask you again, Mr Fisher, what you mean
when you say that on the 30th June, 1895, you considered these accounts to be one?

Witness: | have already given you my explanation, and | cannot enlarge on it.

Mr Solomon: 1 must ask you again.

Witness: | cannot tell you any more than | did

Mr Solomon: Tell me again.

Witness: | do not know how to explain it any plainer.

Mr Solomon: We must try to get an explanation, It is avery important matter. Let tell you that these three
items arc the principal gravamen of the whole thing, that the liquidator suggests that thisin a deliberate
falsification of the balance sheet, and | want your explanation of it.

Witness: have aready given it asfar as| can.

Mr Solomon: Give usit again, What did you understand on the 30th June, 1895, to be the condition of these
three accounts?—I have already told you, and | cannot enlarge on it now.

Mr Solomon; Answer me again. If you have already told me, | must ask you to tell me again. What did you
understand to be the condition of the three accounts on the 30th June?

Witness: | can only repeat exactly what | have already said.

His Honor: Let us have the details of how the accounts stood in the books on that day, and work it out.

Witness: The position stood thus: Brooks and Co. stood in credit £18,000; Connell and Co. stood in credit
an amount exceeding £6500. Mr Ward stood in debit—

Mr Solomon: Let us get the exact amount.

Witness: | say an amount exceeding £6500. | think it was £11,000, Mr Ward stood in debit £24,000. |
considered that the whole things were worked in one, and | transferred Brooks and Co. to the credit of Mr
Ward. The result is that Brooks and Co,'s credit disappeared, and sodid Mr Ward's debit.

Why did you take £6500 out of the £11,000?—Because it did not matter.

Y ou squired Mr Ward's account except about £16?—That was the effect of it.

His Honor; What has occurred to meis: If they are the same account, if they are all worked together as one,
you would have debited Mr Ward's account in addition to these. If Mr Ward was taking on himself the liability
of these accounts, the £18,000 and the £6000, the proper transaction would be not to credit him with these,
would it not?

Mr Solomon (to witness): The fact was that on that day your association owed Connell and Co. £11,000,
and your association owed Brooks and Co. £18,000?



Witness said that was so, and Mr Ward owed the association £24,000. Witness did not know any
arrangement or agreement of any sort that Mr Ward was responsible for payment of the debts due by the
association to Connell and [unclear: a] and to Brooks and Co. He was aware] unclear: althe association owed
that money to [unclear: al people.

Mr Solomon: | want to know what [unclear: exal tion you have to give of why you did not [unclear: al itin
the balance shest.

Witness: | treated the three accounts one.

In what sense do you mean?—Mr Ward [unclear: a] given it to you in his evidence that the [unclear: |o]
shipments were to be at hisrisk if any [unclear: al occurred.

Further examined, witness said that [unclear: altreating the three accounts as one he [unclear: p] Ward's
account back again for the convex [unclear: alof bookkeeping. At balancing time [unclear: al Ward's accounts
were focussed [unclear: t] Witness did not say that Mr Ward was if the money, but ho was at the back [unclear:
of] account, and if any loss had occurred Mr [unclear: al would have stood it. He (witness) [unclear: had] said
he knew that Mr Ward was behind. What he said was that it [unclear: a] assumption, and as it had turned out
[unclear: al wrong. Witness treated the three [unclear: acc] one on bin own responsibility. Thu [unclear: risk]
Mr Ward took was from the very [unclear: comm| ment of the association's career [unclear: wit] English
business. Witness did not think [unclear: at] duty to toll the directors that he had [unclear: to] the three
accounts as one. He die personally take them into his confident [unclear: a] he did not think there was anybody
[unclear: else] them. Mr Ward was away, and there [unclear: al nobody else to tell them.

Mr Solomon: Could the directors [unclear: a] know that you owed Connell and Co. and [unclear: al and
Co. £24,000 more than appeared balance sheet?

Witness: The books were open to them—|unclear: al But if they looked at the books they [unclear: co]
have told in this instance They could [unclear: a] told that it had gone to Mr Ward, and [unclear: al balance day
there was £24,000 less [unclear: that] admit there was?—The books showed it.[unclear: &l

But you never submitted them [unclear: al directors, and never told them [unclear: amount] matter, and
how could they possibly [unclear: althat the association owed £25,000 on [unclear: to] A alone more than was
shown in the [unclear: a] sheet?—By looking at the books.

But you admit they never inspected [unclear: al | do not think they did.

Have you ever heard of their [unclear: in] | them?—I have not.

And there were no other means of [unclear: al out?—Only through the books.

There is another item in the 1895 balance | want to refer to. When you cameto [unclear: a] profit and loss
for 1895 somebody [unclear: der] that Mr Ward should forgo £1500 that [unclear: al entitled to for salary and
rentals?

Witness replied that as Mr Ward [unclear: a in the colony at the time he (witness) [unclear: £55] have
decided that. In the ordinary course of business, the amount was first credited and then debited. Witness was
answering morestraight forwardly than Mr Solomon anticipated. When interrupted he was just about to say that
he inferred that there was a debit and a say He was also about to explain that when they came to June 30, the
bookkeepers, on finding the debits to charges or produce, would place such items to whatever charges they
ware entitled to be borne by and debit them to Mr Ward Witness said that he wan Id ant Mr Ward to forgo these
sums; whereupon the two items were credited back inthebooks and debited to Mr Ward. That was done, he
believed.

His Honor: | see in the profit and loss account salary and wages paid is put down at £4886 16s 5d. Does
that item include the £15007?

Mr Solomon: It ought to have been taken out of that, your Honor, but was not. Instead of being credited to
charges it wan debited to the goods account.

Witness continued: Article 101 of the articles of association provided for the declaration of dividends.
When the dividend for 1895 was estimated Mr Ward was out of the colony, and it at that time he owed the
association something estimated like £54,000.

Then you say that you made up your mind to ask Mr Ward to forgo this £1500?—Y es, and | got him to do
it.

Witness repeated that it was merely his private assumption that Mr Ward was behind tothe amount of
£25,000. but he was afterwards good for the whole £55,000.

When he actually owed you £55,000, of which accordingto your own admission he was only good for
£30,000, was it a proper thing to enter that £1500 as profit and divide it up as dividends?—It is not what |
thought, but what | did.

Did you at that moment divine that the Colonial Bank for its own purposes was going to let Mr Ward off
that £55,0007—They did not do so. We got paid.

Oh, that promissory note again. It istime, | think, that was dropped; that farce has been kept up long



enough?—But we got paid for it, and if you refer to the bank book you wilt see that it was.

The plain fact of the matter is, isit not, that at the end of 1895 the Colonial Bank found that Mr Ward owed
the association £55,000, and found at the same moment that the association owed them £55,000, and instead of
taking the association's indebtedness they [unclear: ook] Mr Ward's promissory note for that amount?—That is
not how | should put it. It was not so to my mind. The way | would put it isthis: Mr Ward owed the association
£55,000, and if the Colonial Bank, or any other body, or any other man likes to come along and take over Mr
Ward's account it has nothing to do with the first man.

The effect so far as the Colonial Back is concerned is to wipe out his debt, and the bank are the happy
possessors of his promissory note?—Y es, The bank now rank on the estate in respect to that promissory note.
Consequently Mr Ward discharged his debt, and . therefore, say that | rightly treated that £1500 as profit. | am
not prepared to say whether Mr Ward knew it was so treated before the balance sheet, nor have | the slightest
recollection of having told him so.

Witness continued: He did not know whether he told Mr Ward about it before the balance sheet was signed
or not. He held Mr Ward's attorney, and he knew that Mr Ward would not draw back from anything he
(witness) had done. He could not say within ayear when it was that he had told Mr Ward, He knew about it, but
he did not tell any of the directors or anybody else. It was not his duty to do so. They would have found out for
themselves by looking at the books and seeing that the entering of the salary was reversed. They bad saved
£1500, and had quite aright to show it as an asset.

Further examination elicited the fact that the £1500 wan not debited to the goods account but was placed to
the credit of that account as a profit on goods. It was shown as a prolit, because it was £1500 saved. He had no
recollection of why the charges were not reduced, but that £1500 would have made no difference to the charges.

Mr Solomon: The balance sheet shows that salaries and wages amounting to £4086 were paid?—Y es.

Did you pay that amount?—I think we did. Witness referred to the books to show how the amount of
salaries was made up.

Mr Solomon: Is that £1500 taken off? Amongst the items setting out the charge for salaries for that year is
thisitem"J. G. Ward £500"?—That is so, but there is no thousand pounds there.

Never mind that We won't bother about the balance. We will deal in the meantime with the £500, Did he
get that salary?>—No, he waived it.

This was charged up?—£ think | explained at the commencement that it ought to be put up, and then it was
afterwards reversed. | got it reversed afterwards.

Y ou knew Mr Ward had not his salary for the year?—Y es.

And here it appears that he did get the salary for the year?>—That appears so; | do not know that it is so.

Witness continued: He did not prepare the detail schedules; the clerks did, and up to June 30 they put every
debit, debiting the charges with Mr Ward's salary, and when the £1000 was afterwards reversed they should
have been taken out. If the amount of salary had been struck out, this could not have happened, bub it would
not have made a scrap of difference—ultimately the result would have been the same.

Mr Solomon: | will try and show you whether it is so or not. Y ou are not going to get out of it in that way.
Is not thisthe Tact: that if you bad reduced the charges by this £1500, tin you should have done that would have
shown that you could only bring out that profit you made by reducing your changes by £1500?—And what
would have been the difference?

The difference would have been that the shareholders and the public would have known what the Fact
really was, that in order to make the profit you had reduced your charges, whereas in the way you did it you led
the public to believe that your charges remained the same this year aslast, and that the net profit was made | do
not see that it makes a scrap of difference; the result was exactly the same.

Supposing you yourself looked at two balance sheets of a company. One year you looked and said, "Hulloa,
these people have made £5000 this year and their charges are £5000—after deducting the £5000 charges they
have made £5000." Y ou look at the balance sheet next year and pay, "Here we are again; these people have
again made £5000, their charges are still £5000; their businessis just the same as it was lust year." But
supposing when you looked at the balance sheet again, instead of finding these people had made £5000. you
find that the profits are £5000, and the other charges are £3500. you would then say as | think any reasonable
person would, "It is true you show £5000 profit, but to do that you had to reduce profits £1500 would not say
anything of the sort. | would see they had made £5000 and should be satisfied with that.

Further examined: In the matter of the £1500 the balance sheet did not show an absolute untruth. The result
of the entry of £500 salary was to show the salaries at that amount more than they were, but the sum was
waived. It was not the fact that it was not shown; it was shown in the journals. The £1500 was treated as a gross
profit, which it was. Money saved was money made. The Amount was taken credit for in the item "Profit on
merchandise and produce sold, £5500." He did not know that the amount should have been shown as a
reduction in charges. He had before stated that he got Mr Ward to forgo the £1500. What he meant by that was



that the amount was included in the balance sheet, and that witness afterwards got Mr Warden consent to the
transaction. He held a power of attorney from Mr Ward, and although he did not require Mr Ward's consent he
mentioned the matter to him as a matter of courtesy He did not think he got Mr Ward's consent before the
balance.

Mr Solomon: Y ou have told usthat [unclear: you] up your mind to auk Mr Ward to give [unclear: hi] sent,
you have told usthat you did [unclear: sal to do to and got him to do it, and yet [unclear: a] usthat you cannot
say whether you said [unclear: al thing to him before the balance.

Witness: That isnot the point at al [unclear: al.

Did you not tell me you had made up [unclear: al mind to ask him ?—Yes. | said this. | Mr Ward and | got
him to do it. Whit [unclear: a] say wasthat | could not tell you whet [unclear: her] him that before the balance
sheet or not.

His Honor: The question you are [unclear: disci] just now is these amounts that were [unclear: cre] Ward
from Connell account. As 1 [unclear: al stand it the association had a credit of [unclear: £11] and that £6000 of
that wan credited [unclear: a] Ward on the ground that these three [unclear: acc| were into one That iswhat 1
[unclear: underst] to say, Mr Fisher.

Witness: | beg your Honor's [unclear: pan] thought you were speaking to Mr Solomon: His Honor: 1
understand you to [unclear: a Fisher, that the reason why the sum of [unclear: £] due to Brooks and
£6000—part of that [unclear: a] Connell—was credited to Mr Ward just [unclear: a] the balancing day?

Y es! your Honor.

And so you credited £18,000 from [unclear: br] Co.'s account to Mr Ward, and you [unclear: a] dited
£6000 to Mr Ward, Why did [unclear: a| credit the whole of the £11,000?—It. [unclear: al make any
difference if the whole three [unclear: ajwere treated as One.

If you treated the whole three as [unclear: al were you not logical in the treatment [unclear: of| why credit
part and not the whole?—I see that it makes any difference. It is[unclear: a] the same result.

Why did you transfer them back again [unclear: al removed the account for the [unclear: convel
bookkeeping

If you treated them as one account, [unclear: al see why you should remove a part of the [unclear: a] and
not the whole. If Mr Ward was [unclear: al to be credited with £6000 he was entitled [unclear: al credited with
£11,000.—That is so.

That is so; and you did not do it?—[unclear: al

Mr Solomon: The result of that is[unclear: al you had credited the whole of Connell [unclear: al you
would have then shown that Ward £45007?

Witness: His account would have [unclear: al credit to that extent.

It would not have done to show that [unclear: al to have brought Mr Ward's name in. [unclear: a] have
done was to wipe Mr Ward's name [unclear: al That would have made no difference. [unclear: al Ward is not
wiped out yet.

| did not say hewas, and | am [unclear: al glad to have this opportunity of [unclear: say| very difficult to
wipe out as brave a[unclear: al Ward is. Now, Mr Fisher, we will [unclear: come] produce account. Look at
article [unclear: 110] articles of association. What that says [unclear: al The directors shall cause true and
complete [unclear: caunts| to be kept of the stocks, effects, re-'[unclear: pts|, expenditure,” and so on. You
knew [unclear: it] there was such an article?—I expect | [unclear: i], Mr Solomon. | did not know the articles
by heart.

Y ou kept a complete account of your stocks? | think we did fairly well.

[unclear: in] reply to further questions witness said [unclear: i] schedules gave a pretty accurate account of
[unclear: i] stocks. Each account stood on its own [unclear: sis|. The association did not keep what [unclear:
tinsel] called a stock book. It was his duty [unclear: see] that there was an account of the stocks [unclear: pt].
Probably it was one of the thingsin [unclear: ich] he bad failed in his duty.

Mr Solomon: Did you not keep an account

Witnees: We did not keep a stock book and [unclear: ck] list, so far as| know.

Did you keep anything to show the amount stocks in hand?—Y ou have the schedules.

They ware only made at the end of the year? Exactly, and from taking stock.

Did you keep any lists of stocks?—I do not [unclear: ink] so.

None at al [unclear: ?]—No.

Mr Solomon: Did you have no accountsto [unclear: ow] what stocks you had in hand?

Witness: Do you mean statements of all we [unclear: celved] and all we sent out? Mr Solomon: Y es.
Witness: We did not.

Why?—I cannot tell you. We did not do it. Now, in June, 1895, what amount of oats of [unclear: ] sorts
and kinds whatever did you have in [unclear: ock]?—I cannot tell you.



Did you not take stock?—The storeman [unclear: would] be sure to count the bags and let me now, and |
would probably count them my-[unclear: If]. | do not recollect. There was sufficient [unclear: eck] in hand to
cover the accounts.

Were your own stocks separated from the [unclear: er] people's?—They were not kept in sepa-[unclear:
Irte] stores.

Had you anything to show which was yours [unclear: ad] which was other people's?—I think so. |
[unclear: Ddot] tell exactly how the storeman did.

Can you tell me what quantity of oatsyou [unclear: id] in hand of all sorts, of your own and of [unclear:
her] peoplé€'s, in June, 1895?-About 92,000,

Where did you get that from?—I know | got [unclear: je] information at the time. | may have got it
[unclear: v] telephone from the different stores.

Did you get stock lists made up?—I did not.

Thisisan account 1 have had taken out, Mr [unclear: VVher] (document produced to witness),
show-[unclear: jg] the purchase of produce between June and [unclear: Agust] and the sales. | suppose you
may [unclear: scept] my word that these figures are correct. [unclear: hey| have been carefully taken from the
books [unclear: y] an accountant. This shows that 3000 sacks [unclear: ere|] purchased more in these three
months [unclear: n| were sold. Mr Davidson was sent down by the bank to make areport. Mr Davidson
conferred with you, did he not?—Y es, to a certain extent.

Now that wasin August, 1895. At that time, | think, Mr Fisher, you had granted warrants to Brooks and
Co. for 22,700 sacks of oats?—Probably so. | cannot recollect the quantity.

Mr Solomon: Look at this and see.

Witness: | am not going to say absolutely it was so.

Mr Solomon: | must get an answer. | am not going to take a probability in this case.

Witness: | cannot say any more.

Mr Solomon: Y ou must look at the books and find out.

Witness: | cannot.

Mr Solomon: Why not?

Witness: | do not know where to look.

Mr Solomon: Y ou were the manager of the company. Y ou should know.

Witness: Show me the warrants and | will tell you. Approximately, | believe that is correct.

Mr Solomon: Approximately; that will do us. At the same time you had given warrants of oats to Ceonell
and Co. for 39,000 bags?

Witness: We'll say approximately that was correct, too.

Approximately that is correct; and against the grain railage account you had given warrants to the bank at
the same time for 35,000 sacks of oats?—I suppose it would be about that.

And on the ordinary account you had given warrants for 12,000 bags of oats in connection with Wilson
Hall?—That would be about it.

So far, that is 110,299 sacks of oats that you were supposed to hold for others. At the same time you had
given drafts to the Bank of New Zealand on account of Robert Brooks and Co. for 16.000 bags of oats?—I
think so.

Making 126,000 bags of oats that you were supposed to hold for other persons?—That is so.

Now, taking these figures—if you cannot accept the figures, | shall have to ask you, Mr Fisher, to go
through the books. | do not know if you are prepared to accept them or not. These figures show that between
the June balance day and this date you had purchased 3000 sacks more than you sold—I could not say but |
believe that probably that would be al right.

Did you tell Mr Davidson how many sacks of oats you really had in hand?—I think that Mr Davidson
satisfied himself.

That you had in hand 35.000 sacks?—If Mr Davidson says we had only 35,000 sacks, he iswrong.

How many had you?—Something over 70,000.

Of course you understand you had given, besides this, warrants for 80,000 sacks, but that is debatable
ground. That is the 80,000 sacks for which you had given warrants, to Coanell and Co. Does that interfere with
your calculation as to your having something over 70,000 sacks?—I do not think so. When | say there were
70,000 bags, | believe that.

Can you tell me, Mr Fisher, whether all the oats warrants that | have referred to—Brooks and Co.'s,
Connell and Co.'s, the grain rail age account, and Wilson Hall's account, and the Bank of New
Zedland's—when they came into existence?—I do not quite catch yon.

We will take them one by one, then Take the warrant for Brooks and Co.'s 22,000 sacks. When Was that
given?—Some months before. Before June?—I think so. Y es. And Connell and Co.'s>—Some months before



too.

And the grain railage account, of course was?—Y es.

Wilson Hall's account. When was that warrant given?—I do not remember giving that warrant at all.

And the Bank of New Zealand's, when was that purchase?—I s that Brooks and Co.'s? Y es—Some time
before Jane. So, according to you, you had in stock in August something between 70,000 and 80,000 sacks of
oats?—So far as| recollect that is the case.

According to you, if Mr Davidson says you only had in store 35.000 sacks of oats, will you contradict
him?—I certainly would.

Did you tell him how many you had?—Mr Davidson got hisinformation, | believe, for himself.

From whom?—Direct from the store. Did you tell him anything about it yourself?—I believe | did. |
believe he discussed it with me.

Did you tell him you had enough in store to meet the warrants that were out?—I think | told him | had not
enough.

Take down these calculations. Y ou had warrants out for 126,000 sacks of oats, and you only had, according
to yourself, 70,000 or 80,000 sacks in store?—In June | think | had 90.000.

Takeit at anything you like; we are leaving out the 80,000 sacks. Such atrifle as that we will not bother
about. We will deal with the rest. Putting it your way, you were supposed to hold oats of other people to the
extent of 126,000 sacks?—I did not say oats of other people—oats we had aright to handle and deal with.

Y ou had pledged these oats [unclear: ?—]Yes. And were 36,000 sacks short, according to your own
showing?—Something like 35,000 sacks.

And had taken credit for advances against goods afloat and in store to the extent of £25,000, hadn't
you?—Whatever isin the balance sheet.

And those would be ashore also?—No; they would have been shipped.

Were they all shipped, or were any supposed to be in store?—Any that were in store are included in that.

What did become of those oats?>—They [unclear: w] there when 1 gave the warrants originally, [unclear:
w/| had been used and the money paid into [unclear: cred]

And the people who held your [unclear: war] thought that there were oats in your [unclear: stoi] represent
them?—They would think so.

And as amatter of fact they were there?—No; they were short.

Under those circumstances you would have oats of your own at all?—That does follow.

Why?—The 92,000 included;what was own.

| am only speaking now of moneysyou |unclear: t] borrowed and given oats warrants for? [unclear: |]
come to your oatsin the meantime. You [unclear: |] credit, in addition, for 16,000 sacks of [unclear: oaf] the
produce account?—Certainly. They [unclear: i] our own.

So, although you owed other people [unclear: 12C] bags of oats, and only had 92,000 to pay [unclear: was|
you took credit out of this 16,000 to yourse as well P—I do not say that. The 16,000 [unclear: 1] ours. Asa
matter of fact, the whole of oats were oursto handle.

How do you mean?—As amoney-[unclear: riij] basis. It was not a question of having sold [unclear: ]
belonging to other people. A lot of the [unclear: al belonged to ourselves.

But if you had oats in respect of which [unclear: c|] gave warrants to other people, if you sold [unclear: 1]
oats the moneys realised would have to [unclear: ] their credit?—It did so, or it went to [unclear: what]
account was entitled to it.

But it could not go to your credit. If gave awarrant for 10,000 sacks to aman, [unclear: al it not mean that
you have 10,000 sacksto [unclear: al it with?—That is what we ought to have.

Y ou hold those oats on account of the [unclear: pel] to whom you bad given the warrant, and [unclear: if]
it ought to passto credit.—And who would the proceeds?

The person for whom you hold the oats—| unclear: |] said just now we should debit those people held the
warrants.

Take an instance. If you give a[unclear: warm| the Colonial Bank for 10,000 sacks of oats, [unclear: r]
you sell those oats you take back the [unclear: wk] and give the money?—Y es.

So you hold the oats on behalf of the [unclear: bul], But if we paid some third party for the [unclear: a] are
they not our own?

Certainly not.—Whose are they?

The bank's. What do you give the warm for?—For advance.

So you say you can get advances from Colonial Bank in respect to 10,000 sacks, Warrants for them, sell
them, and put money into yonr pockets?—I do not say [unclear: it] say if | buy 10,000 sacks of oats | [unclear:
debt] produce account with the price of them borrow money from the bank over them, [unclear: '] not owe the
bank for them. When | sell [unclear: s| | debit the produce account.



Y ou admit that at that time you had 30,000 [unclear: or] 40,000 sacks of oats less than you had issued
[unclear: Warrants| for, and at the same time you main-[unclear: brain| you could treat al the oatsin store as
your [unclear: own]?—No. | do not say so at al. A lot of the oats that we gave warrants for were our own, and
some were our clients. And there was no distinction?—In the books there was.

And there is no record in the store. They were not earmarked?—If a man sent in oats to the store the
storeman would know which was which.

Where were your oats to come from if there were not enough to satisfy other people?—I cannot make it
plainer. Y ou hate not got the-hang of the thing at all. When the Colonial Bank came down and ascertained the
position we were 35,000 sacks short, and | have told you where they had gone. What you are talking about is
absolutely misunderstandable.

And yet you contend that, although you were short by 35,000 sacks in the store, you had other oats
belonging to yourselves?—Decidedly so. It is a pure matter of bookkeeping and you know it.

It isavery ssimple thing to create assetsin [unclear: that] way?—It is nothing of the sort. Y ou understand
the position perfectly well.

| understand perfectly. It means that you pretended to have oats there and you had not?—That is not so.

Witness, in further examination, said they made a loss of several thousands of pounds and simply debited it
to produce account, and it was usual to do so. The effect would be to swell the produce account to the extent of
that |oss.

Mr Solomon: It amounts, does it not, to creating an asset to that extent?

Witness: Not necessarily if you had not got the oats there—(L aughter) There was not an oat against the
£400 item, and the effect would be to create a corresponding asset in the books. Mr Solomon knew perfectly
well that it was not the fact that |osses were pnt to the produce account, and so created an asset. It al depended
what stocks of your own there were in hand at the time. The warrants being our did not affect the produce
account. He could only repeat that they were 35,000 sacks short at that time. He did not know of the shortage
till Mr Davidson came down to Invercargill. He repeated that the amount of warrants out did not affect the
produce account at all. There was no use arguing the point with Mr Solomon, because he would not grasp
it—(Laughter.) At about the same time Mr Ward made a loss of £593 on tallow, which was debited to the
goods account, but that was subsequent to the June balance. It was so debited by the bookkeeper, but it would
not have been there long.

Mr Solomon intimated that as this transaction took place in September, 1895, be would not pursue the
inquiry in referenceto it further.

Witness, examined in reference to the Bluff storage account, said that goods belonging to other people were
stored there in addition to their own goods. There were no credits in 1894-5 in respect to that account, but the
explanation was this: To that account was debited all the charges paid at the Bluff, and, therefore, it was entitled
to storage earned in ordinary circumstances. He believed what was done was this:. that the storage on both their
own goods and those of other people was credited to the produce account, and at the end of the year the produce
accouut was debited with the storage of the whole lot, and redebited with the wages that had been paid out. The
Bluff store stood them in £1000 for charges. They took the produce account, in as an asset. The produce
account was entitled to bear the charge of the grain just as it would bear the charge for railage. The putting of
the £1000 to the debit of the produce account would increase the assets of the association by that amount. For
the 1895 balance sheet he had got his information of the amount of stock there was from the storeman. He had
put down as an asset the actual amount standing to the debit of the produce account.

Mr Solomon: That could not possibly be an asset?—If the oats were there to represent it, it wac

What steps did you take to find out that you bad the oats?—I took the information from the storeman.

He told you how much you had?—He told me we had enough to cover the amount; | do uot know the exact
amount.

Y ou had more than £16,000 worth of oats, irrespective of the question of the warrants for oats? Did these
oats belong to yourselves for the purposes of the balance sheet?—Y es; that is so.

Do you know the price they were taken in at?—The current price.

What was that?—I cannot tell you.

Do you swear you had atotal amount altogether?>—Y es; | believe we had.

Will you swear you had?—I will not swear we had.

Will you swear you had even 16,000 sacks of oats in the store altogether?—Y es; there is no question about

In Juue?—No question about it at all.

Let metell you what Mr Birch says: "Fisher owns up to having 75,000 sacks of oats short to meet the
warrants, exclusive of the 80,000 sacks attached to the British bill." That is dated 3rd September. |s that
true?—I do not think so.



Will you contradict Mr Birch?—I cannot accept the responsibility of what Mr Birch writes.

Y ou won't say it is not true or incorrect?—I would not say absolutely, but | don't think it is. | will not
contradict Mr Birch, but | do not believe the statement is correct, all the same.

Now, Mr Birch also says that at that interview you admitted to him you had lied and deceived him
hundreds of times during the last five years. Do jou contradict that?—Y es.

He also says that you said the truth was not in yon. Will you swear you did not say that?—I have no
recollection of it.

If Mr Birch swears that you admitted to him that the truth had not been in you will you contradict
him?—Mr Birch is at liberty to say what he likes.

Y ou have got to answer my question. Will you contradict him on oath?—I think | would.

Y on think you would?—Y es.

Say yes or no?—I have no recollection of using any such words.

| want an answer "yes' or "no"?—I cannot give an answer to what happened or did not happen two years
ago.
Then you will not contradict Mr Birch, if he swears that?—If he takes the responsibility of swearing that, |
think he would take the responsibility of swearing anything.

Will you contradict him?—I cannot say | would, because | do not know what happened.

| do not suppose we can take it further than that. | want to call your attention, Mr Fisher, to a statement of
yours, which | suppose was made upon oath before the Legidative Council. Y ou were examined by the hon.
chairman—I do not know who that was—about these oats to show what your opinion was of the oats you held
in store?—Yes.

The honourable chairman says this: "Was there any security for thisdraft?' Thisisyour reply: "Well, the
position was this: that the dratt was not issued at al upon any coloiiial security, but it was iesued upon the basis
of this presumed credit in London, and subsegnently, or immediately after this draft was rawn, Mr Vigers, the
officer who conducted the negotiations un behalf of the bank, asked if | bad oats in store, and what quantity. |
replied that we had 80,000 bags in store. He asked for awarrant for that quantity, and | gave awarrant. | had
very considerably in excess of 80,000 in store at the time. The balance over and above the 80,000 were held on
behalf of outside clients, to whom we had after-wards to deliver them." | want to draw your attention to
that.—Yes.

"The balance over and above the 80,000 were held on behalf of outside clients, to whom we had afterwards
to deliver them. One's actions are sometimes controlled by the exigencies of the moment, and some time after |
had given it | concluded that in giving it | had probably made a mistake, because of not niaking the position
exactly clear. The bank held at that particular time warrants as special custodians for other people to an almost
Similar extent, or something in excess of 70,000 sacks, and | inferred that in giving one [unclear: we| rant for
80,000, the desire of the bank was [unclear: t] get one concrete warrant for all the oats [unclear: hel] and that
the other warrants previously [unclear: he| would, of course, be cancelled. | did not [unclear: mtf-] that clear to
Mr Vigers—in fact it never [unclear: strut] me at the timethat | told Mr Vigors [unclear: that] had 80,000 bags
of oatsin store, which [unclear: was| absolutely and positively correct. | had [unclear: mcrjj] than 80,000
sacks, but, as | say, the bank [unclear: was| aware that | had 80,000 sacks of oats at [unclear: the| time,
because they held special warrants for [unclear: ip] almost similar amount." Now, | want to [unclear: drg/] your
attention to this question and [unclear: answsi| The question is. "Which did not belong [unclear: fl] the
association?' and your answer on [unclear: ottfl] wasthfs: "Which did not entirely belong [unclear: ib] the
association. We held them as [unclear: warehouse] men for the bank for advances? "—Witness Y es.

Now, you swear there you held the whole [unclear: of] that 80,000 sacks of oats as warehousemen? That is
right.

How can you possibly say when you held [unclear: til] whole of the oata that you had in store [unclear:
metfC] as warehousemen that you had the right [unclear: :*] take credit for them as an asset of your [unclear:
owtt]—I cannot make it plainer than | have [unclear: door] So much of these oats were oats we [unclear:
advance| against to farmers; so much was our own [unclear: tw] we paid for. The warrants for them the
[unclear: beal held the whole lot on their own account, [unclear: s| course, but there was so much of our own
[unclear: s| eluded. | cannot make it plainer, and do [unclear: a] see how | could if | wereto talk for 12 montt a

Isit true, as you swore, that you held [unclear: that] 80,000 sacks of oats as warehousemen? unclear: -]
think so; perfectly true.

Mr Cooper: They were held for advances.

Mr Solomon: Certainly for advances?—|unclear: W] piss: | think that is perfectly true.

And yet you say you were entitled to [unclear: tw] them as your own asset?—Certaiuly, if [unclear: the]
were our own oats held for the bank. | [unclear: caoub] make it plainer than that. Thereis a different between
bookkeeping and the oats being there



Mr Solomon: Yes, that is exactly what [unclear: w]| say; there is a difference between [unclear:
bookkeeping] and the onts being there.

There is one thing | want to draw your [unclear: attal tionto. You wer asked this. "You [unclear: stat] you
knew an account of £55,150?" and [unclear: yal answered "Yes." That, of course, was [unclear: ft] Ward's
account you were referring to?—Yes. [unclear: 1]

"And you stated that that was the [unclear: amount] owing to the association?—Yes." "How [unclear: h|
that arisen—from alonger account, or what? unclear: -] It was over a period of perhapstwo years [unclear:
thal it had arisen to that extent." "During the [unclear: |a] 12 monthsit had increased very largely [unclear:
previal to the 30th of June; isthat true?—Y es, £7000." Is that true?—I think perfectly [unclear: truel.

Do you swear that Mr Ward's account [unclear: si] creased during the last 12 months £7000?—/[unclear: T|
me the dates?

From June, 1894, to June, 1895. The fact is that the account to the debit of Mr Ward isthe [unclear: name]
in 1894 asin 18957—Yes, but it might [unclear: have| gone down.

Witness continued: When he said it had [unclear: increased] within 12 months they might see he [unclear:
was| speaking in round figures. A large proportion of Mr Ward's lossers had been created by [unclear:
Carswell's| business from the oats bought of Qarswell in 1893. The £7000 he believed was S|unclear: part] of
the £27,000. The association took up alinees, on the representations of the Colonial Bank, which involved an
outlay of £30,000. Thiswas a statement made by witness in his Evidence before the Legidative Council. The
business he referred to was Carswell's. The stock was £10,000. and the goodwill £5000 in shares and £17,000
of oats. Thiswas fought by Mr Ward for the association—he forgot which. The oats would go into the grain
account, but he did not recollect. He Knew tbe history fairly well. The association did Dot pay Carswell for
them, but Mr Ward did, and the oats were afterwards worked through the association. Mr Ward lost on oats
Ethat were sent Home, and that was one of the [unclear: reason| why he bought the business. It was understood
that the profits on oats sent Hume should go to the association and the losses to Mr Ward, but he did not think
that underrstanding was brought before the directors.

Mr Solomon said be had now closed his questions on the produce account, and suggested an adjournment.
He would continue Mr Fisher's examination till lunch hour tomorrow.

At 4.25 p.m. the court adjourned till 10.30 hext (Saturday) morning.

EIGHTH DAY—SATURDAY.

His Honor took his seat at 10.30 am.

In reply to Mr Solomon, who asked whether the statement of Mr Ward's account was prepared.

Mr Cooper replied in the affirmative, and handed in the statement.

Mr Solomon: There is the statement of Mr Ward's position in 1892.

Mr Cooper: We will give you that later on in the morning, Mr Solomon.

Mr Solomon: | asked my friends to supply me, your Honor, with the statement as to how the £67,000, as |
made it, was made up. That is to say, the money Mr Ward had spent. It comesto £72,200 10s 5.1 in addition to
the £12,000. | was pretty near the mark in setting it down at £12,000, for the salaries, rents, and emoluments
amount to £12,584 14s. | think it Isaswell | should read this.

Mr Solomon; That is one side, and the other is as follows.—

Mr Solomon: That is everything we want, with one exception. | do not understand what is meant by "paid
to the Colonial Bank." | want to know how that is made up, when it was paid, and what it was paid for. That is
theitem | want explained. All we can find oat by Mr Cook's examination is that Mr Ward's losses were less by
£20,000 than the amount he gave, the promissory note for. That iswhat | want to find out. This statement
contains an item "£20,000 to the Colonial Bank" | want to know how that amount is made up, when paid, and
what it isfor.

Mr Cooper: We only gave you general results.

Mr Solomon: Quite so; | have nothing to complain of in this statement, but that—

Mr Cooper: We will get you that this morning, and tne other also.

The examination of Mr Fisher was then resumed

In reply to questions by Mr Solomon, witness said he was made aware by Mr Birch that the two cheques
for £21,000 and £35,000 which he wastold to draw on Mr Ward and pay into the association on the balancing
days of 1893 and 1894 respectively were to be taken out again the day after balance. If Mr Birch said that the
cheques paying is the amount and the ones withdrawing them were handed to the bank simultaneously he
would not contradict him. Mr Birch did not tell him that the object of the transaction was to prevent
shareholders seeing the real state of the overdraft. Witness's opinion was that the effect was to reduce Mr
Ward's account, but he formed no opinion that he could remember what the object of it was. The intention, he



presumed, was to have Mr Ward's account put into the best possible condition for the balance.

The examination of John Fisher, manager of the association, was then resumed.

Mr Solomon: There is another item | want to get at. Did you keep a book in which yonc stocks were
entered—I am not speaking of produce?—Of goods in stock, | think we had. | did not know personally of the
books that were kept.

Y ou did not know what?—I did not know of the boobs that were kept, bnt | believe the atoreman kept
in-and-out books

Y ou tell me that you, as manager of the association, did not know of the books that were kept?—Certainly
not; how can a manager know all the books of the company.

Y on do not know whether a book was kept keeping a record of your goods?—It was part of the business of
the man who had charge of the department to keep the books.

And it isno part of your business to know whether such book was kept or not?—I do not think so. | did not
keep charge of the department.

Did you not think it part of you duties to know whether such abook was in existence?—I believe it was.

Was there such a book?—I do not know.

Don't you know?—If you produce the book | will know.

Mr Solomon: Y ou do not know whether there was such a book to keep arecord of your goods?

Witness replied that he believed therawas at Invercargill, but he did not know that there was at other places
He did not koow whether there was any book recording the amount of produce in stock; he did not know what
the Btoreman kept Witness knew pretty well what oats were coming in and out.

Do you mean to say that you carried in your head all the time the amount of oats you had in store?—I don't
say that.

Then how did you know? Do you know anything about what is usually done in business in regard to these
matters? Do you know if it isausual thing for acompauy or business of this*ort to beep a stock account or
goods account, so that you can at any moment look up and see what stocks you have in hand?—I have, had no
experience of that sort.

Then you don't know whether it is a usual thing?—I do not know.

Take Brooks and Co., for instance, to whom you gave warrants for 22,000 sacks of oats, What means had
you of knowing whether you had in hand sacks for the warrants you had given to them?—I would get word
from the storeman of what oats there were on hand anc of what were standing.

Did you do that in each case?—I cannot sgj that | did.

If you did not do so, bow else did you know 1—I knew; that isall | cantell you. | knew that | bad not given
warrants for oats that! had not in band.

What means had you except asking the store man?—I don't know that | had any means

If you had the oats in store, gave warrants fo them, and sold any of the oats it would be you duty, would it
not, to place the amount in re duction of the account of the person to whom you had given the warrants?—I
expect [unclear: the| that would be my duty.

But how could they possibly get them if tb oats were short?—Because in agood many [unclear: cas|
amounts were paid in that were not written [unclear: c| by warrants.

By whom?—BYy the Colouia Bank.

What? Paid in to the credit of those [unclear: pt] sons?—I don't think it was. We paid it [unclear: in] the
Colonial Bank, who should have written off.

But your association got credit, did they [unclear: ill] for the moneys paid in?—That may be so.

How can you justify it P You sold the [unclear: od] belonging to these people, from whom you [unclear:
hi] borrowed money upon them, and take the [unclear: mou] from the sale of these oats yourselves P—It
[unclear: m] simply replaced by other securities—|unclear: whatefl] the money wan exoended on.

Where are those securities?>—They have [unclear: n| got securities apparently, but we have not [unclear: i]
the money now.

What you did isthis, isit not: You [unclear: borrow] money on these oats, gave warrants for [unclear: the)
sold the oats, and took the proceeds?—|unclear: That] about what it amounts to.

Can you justify it?>—The money was [unclear: pal into the bank, and should have been [unclear: writt]] off

But it went into your pocket?—No.

Into the coffers of the association, then? No.

How?—Into other business represented by [unclear: the| association.

But it went to the oredit of the associate did it not?—That was so.

Oats pledged to your customers were [unclear: and] and the proceeds paid into your credit?—[unclear: Th]
iSsO

Isthere any excuse whatever for such a[unclear: m| ceeding?—I don't think thereis.



At last we bave got a straight answer. [unclear: The|] accounts for the fact that the oats were [unclear: she]
You still say that, although these oats [unclear: w] sold and you got the money for them, you [unclear: in] a
right to take credit tor any oats in stock your own property?—Y es, for any oats of [unclear: i] own.

How could they possibly be your own [unclear: who| you knew that you had sold other [unclear: peoplée]
oats and taken the money they brought?—[unclear: 1] credited it to the other people and paid [unclear: the] for
them.

But you did not. Show me a single credit [unclear: c| you can, having been made to these other [unclear:
peofl] They held the warrants, but you had the oats [unclear: al the money?—I know that alot of the [unclear:
warn| were held, and alot of money paid on [unclear: the] warrants, but was not written off.

How do you mean?—I know that a[unclear: |ot] money was remitted to the peoplein [unclear: Lond] |
cannot say that any eash has been credited that way either to Brooks or Connells. [unclear: |s] that we bad a
right to replace these oats [unclear: w| other stuff.

But the oats have gone and, you have the money P—They have got a debit balance. | say that as the oate
were paid for we had aright to take them.

And yet you say that you have aright to take credit for oate in store as your own property>—Certainly.
Oats that were paid for we have aright to take.

Although pledged to other people?—It is not case of pledging to other people.

If you have 10,000 sacks of oats on which you borrow £8000 or £9000. and you give warrants for those
oats to the bank, do you say those oats are till yours?—I cannot say they are, but it does not affect the matter of
book-keeping.

| am not asking that.—Then | cannot make it plainer than | have done.

Do the oats not belong to the person who has the warrant?—Y es; to the extent of the warrant

And all the oatsin "took are more than (covered by warrants?—Y es.

Y ou admit, then, that those oats are the property of somebody €else to the extent of the warrants. That being
so, how can you say you have asingle oat in store that belongs to you?—I cannot explain it to you more than |
have. If we paid for the oats originally, the proceeds of those oats (when sold) would go to a certain account.

Do you not know that every oat is more than covered by warrants?—Y es; but it does not affect the position
of the oats belonging to ust on a particular account.

Did ihey belong to you at all>—We took the amount in as aliability, and consequently we are allowed to
take them in as an asset. Further examined: In the 1895 balance sheet the produce account was taken in at
£16,243 9s 1d, but the stock had not been valued minutely to arrive at that amount. He got from the storeman
the approximate amount of the stock on hand, and with other produce he reckoned: on he came to the sum set
out. What counsel evidently wanted to infer was that the association was 16,000 sacks short.

Mr Solomon said it was not for witness to infer anything; he would find later on what was inferred. (To
witness): When you made up your statement of assets, why did you not put in the actually accurate assets?

Witness: | do not know why | did not.

Did you ever put in not the actual amount, but an approximation, except in this case?—I do not think | ever
did.

Do you not know that you did not?—Are there any in the schedules?

Answer my question. Do you not know you did not?—No, | do not.

Then in every other case, in putting down the statement of assets you correctly got all the assets there, but
not in this case. Can you tell me why you did not in this case also?—I cannot tell why.

Questioned as to the interview with Mr Ward in Wellington, Witness said he could not say whether, when
he told Mr Ward that he owed the association £55,000, he (withess) also told Mr Ward that he was good for
only £35,000. He probably told Mr Ward that he approximated the amount to be £25,000 short, but did not
know that he did.

Mr Solomon: But you can say that you told Mr Ward in Wellington, before the balance sheet came out, that
he owed the association £55,000?

Witness: | do not think there is any doubt about it.

Will you then explain, by any process of reasoning, how it came about that Mr Ward as managing director
of tbe company, and you as manager of the same company, you having told him that he owed the association at
that date £55,000,—how you as the manager and he as the managing director then put your names to a balance
sheet which showed the total debts owing to the association on al classes whatever to be £44,000 when he and
you knew that he owed £10,000 more than the total debts put down in the balance sheet?—I cannot say.

L ook at the balance sheet and see if my figures are not correct. All the debts owing to the association on
that date £44,000—£34,000 advances against shipments and £10,000 current accounts. Not another item of any
sort. Isthat not so?—Yes.

Y ou and be knew that Mr Ward at that date owed the association £10,000 more than the total there



shown?—I cannot explain it at all.

Mr Solomon said he was glad that they could now get away from debatable ground. They had been
guarrelling long enough. He now wanted witness to assist the liquidator in respect to a matter concerning the
realisation of assets. The association shipped alot of oats by the Prince Albert, the oats of different people.
These oats were of different classes, and realised different prices, some of the shippers making a profit and
some aloss.

Witness said that that was so.

Mr Solomon said that the people who were shown to have made aloss said that they did not make aloss,
and the liquidator wanted to know how the oats were sold. The liquidator had been given to understand that,
instead of each man getting credit for the amount his shipment realised, the whole amount was Jumped together
and then divided, and the liquidator wanted to know his position.

Witness said that was not correct. The Prince Albert took a shipment of 43,000 sacks on account of 50 or
60 persons. Different invoices were sent for each lot, and different brands, and each lot was marked with a
separate account sale. When they got to London a great number of them were sold absolutely on their own
brands. Some grading was done by the consignees, and some of the brands were mixed. When the account sales
came out they were fairly approximately in accordance with each lot gent Home, but the ones that had been
graded had to be dissected, and through some error in London alot of individual account sales came out with
wrong weights on them, some going live bushels to the bag and some three and a-half, which was on the face of
it wrong. The association had to take the total weight shipped and the total weight realised and find out what the
lossin weight was. Then, when they got out the total lossin weight, they averaged it per bag and gave account
sales for the shipped weight, less the ascertained loss in weight. The prices in some cases were grade prices, and
three or four folks who got account sals were dissatisfied with the price, and said that their oats could not have
been sold on their merits; and in one case, one man's oats, that they knew must have been amongst the best oats
sold, and have brought the best price, the account sales afterwards came out at 19s per quarter, which evidently
was an error, and must have referred to some lower grade oats. They accounted to this man, who disputed it,
and the Gore manager arranged with him—a Mr Wendell—that owing to that error the association would take
over the loss. The account was something over £100. Most of the folks had paid the losses that had accrued, but
there were two or three in the same way. A lot of people had paid long before Mr Cook went into possession.

Mr Cook: You will find it is a good many more than two or three; that is why | want the explanation.

Witness said he had given the explanation, but Mr Anderson knew more about this matter than he did and
would give any information. The account sales were either in the office or had been sent to the people.

Mr Solomon said that was what the people complained of—why did they not send the account sales; the
people said the association had made up account sales of its own.

Witness said that had only heen done in the way he had explained, but further information could be given
by Mr Anderson. The expenses were only lumped in the same way he had indicated.

Mr Solomon then intimated that he was going to ask about the drafts of which notice had been given,
divided into three classes: (a) draf te drawn on a particular day, expecting to be able to draw later on the same
person; (b) drafts drawn in the expectation of being able to draw and drawing on some other person; (c) drafts
drawn which it was not intended should be used. Mr Solomon continued: What we complain of, and what we
want you to explain, isthis: The word bogus has been used about those. | do Dot know how the word has crept
in, but it has crept in. Thisis our contention: that these drafts were all drawn, and when they were drawn it was
not intended they should be used. That isthe point, and it is on that we [unclear: want] your explanation.

His Honor: That appliesto all.

Mr Solomon: To every one of the 174 [unclear: cases| not to these items only. | have selected [unclear:
these| particular ones to whioh we call attention, [unclear: but] we say iu every ease in the whole £118,00 when
the drafts were drawn—no matter [unclear: how| they were treated afterwards—it was [unclear: never]
intended that they should be presented, [unclear: and] they were drawn apparently for the purpose [unclear: of]
concealing the state of the accounts. The [unclear: con| tention is that the whole of the drafts [unclear: wen|
fictitious in this sense: that they were [unclear: issaei| and not intended to be used, iu the [unclear: ordinary|
way of business, and we want an explanation [unclear: of] these things.

Mr Chapman suggested that Mr [unclear: Solomon] should read the portion of the report [unclear: bearing]
on the question.

Mr Solomon read from the report as follows "l have aready alluded to some [unclear: peculiarity] inthe
method of carrying on the [unclear: banking] account of the association. My examination [unclear: of| the
books has disclosed the fact that [unclear: almost] from the establishment of the association [unclear: J| system
has been pursued of effecting [unclear: temporw]| reductions of its overdraft which is open [unclear: to] grave
objection. | find that from the 25th February, 1893, to the 18th November, [unclear: 189]; drafts varyiugin
amount from £100 to [unclear: £615] drawn by the association upon persons or [unclear: firs| in other parts of



the colony, and also in [unclear: A] traliawere discounted at the bank, and [unclear: shortfc] afterwards taken
up by the [unclear: associatiol| apparently without having been presented [unclear: |] the drawees. The number
of these drafts [unclear: ci] 174, representing atotal sum of £118,330 4s. [unclear: J| find that none of those
were entered in the [unclear: bt] book, that they were all drafts on [unclear: demii] (excepting two), and that
thereis no trace [unclear: i] business with the drawees to support any [unclear: o] them." After reading this Mr
Solomon said That is what we want to get at. We [unclear: maintti] our position precisely.

Mr Cooper: The whole number? Mr Solomon: The whole number. | [unclear: m] only calling attention to
this, Mr Cooper. isimpossible for me to go through the [unclear: whose|: number. The instances that we have
given [unclear: oi] the report you have examined into.

Mr Cooper: The 41 instances you [unclear: have| given in the report we have examined [unclear: into] but
we cannot be expected to examine [unclear: ia] them all.

Mr Solomon: | intended that for the [unclear: bend] of your side. | say we hold to all our [unclear: count]
now, and if you can show that we are [unclear: wrooi| so much the better for you. We don't want [unclear: oti]
do anything unfair.

Mr Cooper: It ismanifestly unfair to us [unclear: it] expect usto answer any matter in [unclear: connect]
with these drafts other than the [unclear: spec]-instances which are given to us. [unclear: Therefal we have
confined our attention to those [unclear: specif] instances, and we have nothing to do with the other 130
instances.

His Honor: | understand Mr Solomon did not intend to go into any more than those. If Mr Solomon makes
out a case in respect to those, probably heisright asto the rest.

Mr Cooper: If not he ought to withdraw his statement as to the rest.

His Honor: | think so.

Mr Solomon: If we are wrong.

His Honor: If you don't make out a case for those instances you ought to withdraw the rest.

Mr Solomon said if he could not succeed on those it was not very likely that he could succeed on the rest.
His cootention was that there wae no business to support the particular drafts that he bad mentioned.

Mr Cooper: We have gone into every one of those.

Mr Solomon: We will take the first case. It isonethat is referred to as adraft for £6150.

Witness:. Y es; drawn on Nelson Bros., Dunedin.

Have they got an establishment in Dunedin?—They had then.

You drew for £6150?7—Y es.

Why did you draw that draft?>—Against a shipment of mutton being made by the Hawke's Bay on that day.

My point is throughout that you did not intend these drafts to be used.—I think in this case it was intended
to go forward. Instead of paying that, Nelson Bros sent their cheque two days afterwards for £6623 7s, for
which we retired the draft for £6150. Either that, or we drew £6150 and retired the cheque for £6623 7s.

Don't you know which it is?—I have given the effect. | think it was one or the other.

Does this draft of £6150 appear in your books?—Y es.

Examination continued: Witness said that he could find no record of the cheque for £6150 in the books.
The only explanation he could give was that the bank had debited back the £6150 without getting a cheque for
it when they got the cheque for £6623 to replace it. Whatever his explanation might be he could find no tracein
the books of the drawing on Nelson Bros, for £6150. On the balancing day, Monday, February 20, they were
entitled to money from Nelson Bros. for sheep shipped by the Hawke's Bay. The agreement with Nelson Bros,
was that they were to pay for the balance of the sheep the steamers did not take from the freezing works. The
non-entry of the other draft was an error of bookkeeping, but it did not make a scrap of difference. The drafts
were not presented on the name day; as a matter of fact there was a couple of days difference, but in the
interval the association received Nelson feros.' cheque. In this particular instance the association were entitled
to receive this money from Nelsons, and they paid in the draft in anticipation, and retired it with their cheque.
That was a matter of everyday business, and was done in Dunedin repeatedly. He could not explain why the
transaction was not entered in the books; he admitted that it should have been entered in full from tbe bank
book, but the result was exactly the same. He could not say why the draft was not retired on February 22
instead of the 25th. He could not explain why Nelson's second draft was dishonoured; he knew there was
mutton in store to represent it.

| want to know what was the object in putting the first draft>—We were entitled to the money, and we
required it.

What for?-To keep the overdraft within limits.

That is my point exactly—But do you not see the bild reading of the statement is this. that we issued those
drafts—

Do not trouble your head about that, Mr Fisher.—I am answering your question, and | do not care if you



take a week to propound a question. Y ou are not going to dictate my answer. | say that on that particular date
we were entitled to receive £6150, and we anticipated our shipping documents by drawing our money, and
when we got payment for the documents we retired the draft. If the amount was not paid in we did not twice get
the money.

The plain fact remains that on balance day you reduced your overdraft by £6150?—Y es.

Y ou drew adraft which you did not enter in the books?—I cannot expiain the entry; it should have been
there. Thereis no question about it that it should have been there.

Can you say that that draft for £6150 was supported by business?—Y es, to the extent of the balance that we
did not ship.

But there was no business done to support the draft?>—Y es.

My point isthis, Mr Fisher: Class A appliesto casesin which you drew on a man expecting to be able to
draw on that man in afew days. Y ou did not enter it in the books and withdrew it in favour of others. Isthis
case not that class exactly?—What | say isthis: that we were entitled to draw on Nelson Bros, and if we
anticipated the draft by two days that was a pure matter between ourselves and our client.

| do not care whether you were able to draw or not. | give you illustrations of cases that fall within my
words, and | say that class A iathat class of bill in which tbe association drew abill on the bank on balance
day, not intending it to be presented, but expecting to be able to draw on the same people in the course of afew
days, and then withdraw the draft and issue others. Does not that transaction come within my words?—Y es, but
it does not follow that you have not business with the people. It isathing that is done every day. A business
firm will anticipate a draft any day. We do not get £6150, plus the amount of the invoice-we ultimately draw,
because with the value of the invoice we retire the draft we had previously drawn.

His Honor: Mr Fisher answers as you say, bat he says too that it is alegitimate transaction.

Mr Solomon: That is so. He says he was entitled to do it, and we say he was not. | suppose this tribunal
canoot decide who isright. Now, we will go to class C, Mr Fisher, which is more important. Go to the 17th
September, 1894, and you will find this group of accounts: S Sinclair, £350; 24th September (next week), S.
Sinclair, £200; 1st October (next Monday), S. Sinclair, £750; 8th October (next Monday), S. Sinclair, £500;
15th October (next Monday), S. Sinclair, £250?—: That is right.

Now, we will take these drafts. On the 17th September you drew on Sinclair for £350?—Y es.

Was that draft presented?—I do not think so.

What was the business to support it?—Sales made through Sinclair; and on the 24bh September, a week
later, instead of the whole shipment going forward we shipped £225 of goods to Sawtell and Wachsmann and
Kaye and Carter.

Y ou drew on Sinclair?—Y es, as our agent for these people.

Asyour agent? What right had you to draw on your agent?—When we could not ship the stuff in time, and
could not draw on the people it was going to, we drew on the agent, and after we had shipped the stuff we
withdrew the draft.

What light had you to draw on your own agent—your own servant?—I cannot express to you the right, but
what | say isthat it makes no difference. Y our statement, directly put, isthat all these drafts were being drawn
without business to support them.

We will see about that. Y ou say that thisitemisclassB, and | say it is class C?—I take it as one of alot
which | do not divide into classes at all.

Did you think that the draft would go forward?—I do not think we did.

Y ou drew the draft on a dummy?—No. We had business to come behind it.

In order to reduce your liability you drew on a man whom you knew jou had no right to draw on?—I do not
say that at all.

Answer my question, please. Y ou are answering something else. It would not surprise me at all, after the
replies | have been getting, if | asked whether it was not afine day to-day to hear that it was a beautiful day
yesterday. That isthe class of answer | have been getting for the past week. | can only find out such asimple
thing as what sort of day it is after about 10 minutes questioning. Now, do tell me this. | want to know, apart
from any explanation, whether you thought then or [unclear: thir] now that you then had any right to draw
[unclear: |] Sinclair>=—Only in the direction | have [unclear: in] cated.

Had you any right to expect him to [unclear: hono| your draft?—If the goods were going to [unclear: h]
there would be.

But under the circumstances as [unclear: th] were?—Then | say we had aright to draw [unclear: i] him.

He might have honoured the draft under [unclear: c|] cumstances different to what they were?-[unclear: i]
Say we had aright to draw upou him as [unclear: u] agent when we anticipated shipping the goods.

Did you intend to ship the goods?—| unclear: 1] never intended that draft to go forward.

Show me the shipment of goods that [unclear: ttfi] place on the 24th to support it?—It was [unclear: 1]



Sawtell and Wachsmann.

Where isit?—It was on the 24th September 1894.

To what amount P—£184 8s, and there [unclear: v] Kaye and Carter's £40 14s5d. Thereitis. [unclear: i]

Ryegrass. You drew, you know, on the [unclear: 11] September for £350. Show me that? [unclear: Ti]
have shown me £184 of it We will pass [unclear: til] by—There was Kaye and Co.

£40, | think you said.

Mr Cooper: £40 14s 5d.

Mr Solomon: Who are Sawtell and [unclear: \Was| mann.

Witness: Merchants in Christchurch.

That is £220 you have shown me out of [unclear: £33] Where is the balance?—The balance was [unclear:
she] shipped.

The fact isthat you drew for £350 on [unclear: b] balancing day, and £130 of that was never [unclear: al]
at all P—That is so; until later on.

We will come to that. For this £130 you [unclear: hl] absolutely no business to support the draft! [unclear:
I] 1t does not necessarily follow if the stuff [unclear: i] shut out.

On the following week, the 24th, you [unclear: dr] £140?—We drew £200, and that was the [unclear: pj]
ceeds of retiring the previous draft.

What was that £200 for?—Against [unclear: further] shipments to be made.

What were those? Y ou still had the [unclear: £m] draft?>—No; we paid for that out of [unclear: proceed]
and on the 10th October we sent the [unclear: shipms| on.

Seventeen days afterwards?—Y es.

But in the meantime you had drawn [unclear: £7507] That was against other business. On the [unclear: 1]
October we drew the draft for £750.

Quite so; but in the meantime thereis [unclear: £1i] you got credit for at the bank that you do [unclear: no]
account for at all ?—It does not follow that [unclear: w] have not business against it. Suppose [unclear: the]
steamer had taken the whole of those good, [unclear: al draft would have been retired in full.

What was the £200 for the next week? unclear: -] Goods shut out of that shipment. We [unclear: d] £350,
and if all the goods had gone we would have had sufficient to pay our account on balancing day.

When you drew on the 24th, had you notice from Mr Sinclair that he had sold those goods?—I cannot tell
you without the letters. The whole of Mr Sinclair's correspondence is not here.

Why did you draw on him at all ?>—Because of the goods to go forward.

But they could not go forward until they were sold?

Witness: Perhaps they had been. He had sold £225 worth of them for certain.

And what about the balance?—I cannot say he had not.

It seems to me that because you bad a certain amount of goods in store that you could sell you drew against
them ou some imaginary person.—We did not draw until they went forward.

Y ou do not send goods to Mr Sinclair without his having sold them?—Oh yes, we do.

Show me what Mr Sinclair had sold on the 24th December?—I have told you it was to the extent of £224
2s 5d. On the 10th of October he drew on Sawtell and Wachs#ann for £156 17s 4d, and on the Canterbury Seed
Company for £59 13s 2d. The draft for £200 was retired, and on the same day he drew on Sinclair and Co., the
agentsin Christchurch, £750 on 700 bags of ryegrass to be sent forward The ryegrass was not sent forward, and
the draft was retired on the 8th of October. They then drew for £600, the balance being made up of shipment to
Mills and Co. and Kaye and Carter. The only sale that had gone on up to that time was £150. He drew for the
£750 because he was looking forward to a shipment of ryegrass, which afterwards was not sent. Mr Cook was
not correct in calling that a bogus transaction.

His Honor: Were no drafts ever sent forward to Sinclair and Co.?

Mr Solomon: Not asingle draft. They drew week after week, and not one was sent forward, and there is not
asingle line of correspondence referring to a single draft The whole business he did for the company during the
whole time was £33, and here in one week they drew for £750.

Witness: Y es; but he was our agent.

Witness continued: There did not appear to be much business done with Mr Sinclair as their agent, but
there was some. Up to September, 1894, they had only sold him goods to the extent of £8, but he had sold alot
as agent for the association. When he drew for £750 it was intended that the ryegrass should go forward. He
could not show any business to represent £600 of the draft for £750; but he had given his explanation of that.
He did not admit there was no right to draw for that £750; if the ryegrass had been sent forward that would have
been all right. In this instance no goods were sent. He did not know that they had ever sent goods to Sinclair
and Co. to be stored and sold for them.

Mr Solomon: Well now, what happened with the £600 draft?



Witness: | have told you we retired it. In that particular instance no business was done.

Oh, there was not? Y ou admit that that £600 isa"C" item?—I don't say what itemitis. Putitin"C."

It ought to be there?—I don't say what list it ought to bein. Put it inthe "C" list.

Y ou cannot show any business to represent it?>—No.

It isabogus draft?—It is not a bogus draft.

It isadraft drawn on a man who owed no money, who had not bought goods or sold them, and you cannot
show me atittle of business to represent it?—It is following out what is done every day in business.

| want you to answer about that draft of £600. It was drawn on a man who had not bought goods to that
extent?—That is so.

It was drawn on a man that had not sold goods to that extent?—That is so.

It was not presented?—No.

Was it never intended to be presented?—No; because it never went forward.

The exchange was refunded?—That might have been so. Yes.

Now, next week—the next balancing day—you drew on Sinclair again for £2507—Y es, against a shipment
to Kaye and Carter of £149 16s 3d.

There is £100 of that draft with nothing to support it at all. Y ou cannot show any business to support the
balance of the £3507—No.

Y ou have got £107 and £100. That is £207, and £600 is £807 that you cannot show any business for at all.
Now, let us take Y oung. On the 7th of May you drew on Y oung, of Auckland, for £1700?—Y es.

On the 30th April you drew on Y oung, of Auckland, for £1550?—Y es; we replaced that by a draft on the
7th of May of £1700.

In reply to further questions, witness said on the 12th of May the second draft was retired, and goods
shipped to the value of £1815 10s 4d.

Were either of those drafts ever presented?—No.

Were they ever intended to be presented?—I don't think they were.

They were purely tor the purpose of reducing your balance at the bank over balance day?—That isthe
effect they had, but as a matter of fact they were to represent actual business that Mr Y oung had done with us.

As amatter of fact don't you know that you did not get credit for that amount? Although your bank balance
had been reduced by that amount you paid interest just asif it had been drawn?—Y es.

Mr Solomon: And all items of recharges were credited to it?

Witness replied that that was so. He read the list of drafts drawn against shipments amounting to £1815 10s
4d. They had not drawn on the people to whom the goods were sold, because they could not draw until the bills
of lading were attached. He bad drawn on Nelson Bros. without the bills of lading, but that was for the balance
which they had left in the works, and the arrangement was, as had previously been stated, that Nelson Bros.
were to pay for al sheep shut off at the works. The sheep not taken away were, however, paid for separately.
The whole of the drawings were focussed on to Y oung, the agent, and his draft was lifted when the actual
business went forward.

Mr Solomon: As an actual fact, the drawing on Y oung meant absolutely nothing?—Witness: It meant a
great deal.

It meant that the directors of the Colonial Bank were deceived as to the actual position of the account on
that day?—Nothing of the sort.

What actual business was there for the drafts>—Mr Birch will tell you whether the bank were deceived on
any of these drafts.

Never mind about that. We will have Mr M'Lean here next week, and we will hear what he hasto say on
that.—There never was one of these drafts went forward but that the bank knew of it—in every instance.

| fancy that istrue, but the Colonial Bank must fight their own battles. It looks to me at present asif you
had put your heads together about this the same as you did about the £21,000 cheque. What | want to know is
this: What was the business object of making these drafts on Y oung at al?—We required money on that day,
and we drew on him and paid the draft off by the business that followed.

Why did you require the money on that day?—Probably to keep the overdraft down to its limit.

Y ou say "probably." You must know. Give us something definite?—It is certain that that was the cause.

It is absolutely certain?—It is probably certain.

These drafts were all drawn on a Monday?—Y es——I don't know that they were all drawn on aMonday |
am not sure.

It does not make much difference. Y ou will not take my word for it.—It may suit you to say so.

| will not allow you to make remarks of that sort.

Mr Cooper: Y ou make some unpleasant remarks about Mr Fisher.

Mr Solomon: But | support them by fact. If not, you and Mr Chapman would not i' there silent day after



day. If I make one unpleasant remark about Mr Fisher that is not true, | challenge you or your friend to stop me
at once.

His Honor: Y ou were saying that the [unclear: do] were al on aMonday.

Mr Solomon: Take this particular one the 30th April, 1894. Y ou say it suits me make these statements.
Now | will fix [unclear: y] Look at the calendar. What day of the [unclear: w]| was the 50th of April, when you
drew the [unclear: d] for £15507?

Winners: Monday.

And the next one, the 7th of May?—[unclear: T] follows, of course; it was a Monday.

WEell, you see my statement is correct? [unclear: O] far; but you said just now that all this[unclear: busis|
was done on Mondays, and you know that your wo list itisnot so |

| say that every draft | call attention to is a Monday—Y ou qualify it now.

Mr Solomon: Very well. But never [unclear: mi] | am quite ashamed that | [unclear: condescended]| argue
with you at all. However, what was business effect of that draft?

Witness said it went to the [unclear: association] credit on that particular day, and reduced [unclear: th]
bank balance. He knew the draft was [unclear: ness| be presented, but the business was to [unclear: fo] on.
Thiswas done every day in [unclear: business|. the association were entitled to the £1500 [unclear: the] drew
on Young. That did him no [unclear: harm], the association got £1500 and wiped it [unclear: out] the actual
shipment of the stuff. The draft £300 on Harrison, Jones, and Devlin [unclear: was| Australian draft. That was
not retired til days after it was drawn. It was not [unclear: al forward It could have been sent forward any time
the association liked There [unclear: no| £900 worth of business to support that [unclear: draft].

What | want to call your attention [unclear: to] this: you will remember that | pointed [unclear: ou]
peculiarity in connection with Nelson's [unclear: dral | asked you how it was that you [unclear: presented]
draft and the cheque to retire it on the [unclear: sa] date?—Yes.

You replied, "Oh, no, I do not admit [unclear: th] at all. The cheque is dated the same [unclear: day],
whenever achequeisgivento retirea[unclear: draft] cheque is always dated the day of the [unclear: draft] |
believe that is so.

Now this draft is dated 3rd [unclear: December], the chequeto retire it bears date 8th [unclear: January].
That is amistake of the bank's. Asa[unclear: mat] of fact, according—

But thisis your own cheque?—If it is[unclear: deb] on the 8th January they could only charge interest
from that date, and in the internval would have saved interest.

If it was the proper thing to date it [unclear: the] December, why was it not done?—I do [unclear: t] know.
The writing is not mine, but the [unclear: sig] tureis. The writing isthat of the book [unclear: keep| inthe
office.

At any rate you were debited with 36 [unclear: dr] interest on Harrison, Jones, and Devlin's [unclear: ch]
and got arefund of charges?—Yes.

So, to take this case, thisis a cheque [unclear: dral on a man which remains for 36 days, [unclear: and] can
give me no trace of business to support it?>—But in the case of Harrison, Jones, and Devlin we had the right to
ship anything and draw—

And why did you not use the draft>—Immediately we drew the draft the market took an unfavourable turn
and we would not [unclear: ship].

But you kept it for 36 days?—Probably the market was bad all the time.

Did you intend to ship when you drew the first draft>—Oh, yes; no question about it.

Had you the goods?—Y es.

Y ou bad enough to ship if you had wanted to?—Y es, and it was our intention.

And why did you not ship?—We required the draft on that day, and if the steamer had been in at that time
the goods would have gone forward.

At 1.5 p.m. the court adjourned till 11 o'clock on Monday morning.

NINTH DAY—MONDAY, JULY 28.

His Honor took his seat on the bench at 11.5 am.

Mr Solomon said he was very anxious to cut the proceedings as short as he could now. The whole facts
were now before the court, and it [unclear: occurred| to him, on this question of the drafts, [unclear: hat] as
there seemed to be some misunderstanding between himself and his learned friends, by simple explanation they
might save agreat [unclear: |eal] of time. Mr Chapman took exception to a[unclear: art] of theliquidator's
report with regard to the [unclear: rafts|. He (Mr Solomon) thought from what he [unclear: eard] from Mr
Fisher on Saturday that they were at one as to the facts. It seemed that his[unclear: earned] friends had
examined into these drafts, [unclear: and] they said in alarge number of cases there was business subsequent to



the drawing of these [unclear: rafts|, and it wasin respect of that business [unclear: hat] the drafts were drawn.
The only point [unclear: hat] arose so far as that was concerned was, was [unclear: hat] a proper thing to do or
not? Mr Fisher admitted exactly the things that were stated in [unclear: he| liquidator's report.

His Honor said the other side might consider [unclear: hat] the liquidator meant not only that there
[unclear: was| no actual business at the moment the drafts [unclear: ere] drawn, but that there was no
immediate [unclear: rospect] of business.

Mr Solomon: In thefirst place, so far as[unclear: usiness| with the drawees is concerned, it is|[unclear:
retty] well admitted that there was no business with the drawees at all.

His Honor: Well, yes, with the drawees. you are thinking of Sinclair's case.

Mr Solomon: And of Young's case.

His Honor: We have not come to Y oung.

Mr Solomon said they had. It was [unclear: admitted] in the case of Young, of Auckland, [unclear: hat]
there was no business with him; but the [unclear: other] side bad said that there was business with [unclear:
other] people through Y oung. Y oung had done nothing which entitled them to draw on him, and it was
admitted by Mr Fisher that he had no right to draw on Y oung; that it was never intended that the bill should be
presented to Y oung, and if the bill was presented, of course, it was inevitable that it would not be honoured. But
at the same time Mr Fisher said that they heard from Y oung that there was other business coming, and they
considered they had aright to anticipate that business and draw on Y oung for the money. The only point was
that Mr Fisher said that was a proper thing to do, and the liquidator said it was not. He (Mr Solomon) did not
want for amoment to suggest that he receded from the position taken up by the liquidator. He maintained that
Mr Cook's report was absolutely proved.

His Honor: | understand you to say that they have examined as to certain instancesin the list.

Mr Solomon: Y es, your Honor.

His Honor: Y ou assert that the other instances mentioned in the list are similar.

Mr Solomon: Quite so.

His Honor: If the other side wish to go into them—if they deny they are similar—then probably it would be
best for you to go into them.

Mr Solomon: | shall go into one or two of these draftsin any case, but | don't want to lengthen the
proceedings. At the sametime, | don't wish to leave awrong impression, which might be unfair to my
opponents.

Mr Chapman: We don't admit that these are typical cases that my friend has examined. We take it that they
are exceptional cases.

His Honor: If the other side don't admit that they are typical cases, | should think it would be better for you,
Mr Solomon, not to leave it.

Mr Solomon: Well, | shall go on.

Mr Chapman said no one could read the report without coming to the conclusion that it meant that these
transactions were wholly and purely bogus transactions, put forward for financial purposes.

Mr Solomon: That iswhat | exactly say now.

Mr Chapman: That iswhere | take issue with my learned friend.

Mr Solomon: The facts on which they are based are the same in a great many instances.

His Honor: Mr Chapman says the oases examined on are not typical.

Mr Chapman: Nor do we admit that even the facts obtained as to those justify the statement that they are
bogus transactions—not for a moment.

The examination of John Fisher, who was manager of the association, was then resumed.

Mr Solomon said he had examined as to two illustrations in which Mr Fisher admitted there was no
business whatever, and he would now go on to ask Mr Fisher about others. First, he wished to ask the witness,
asto the draft of £6000, if the association were justified in drawing on Nelson Bros. for carcases in store?—No;
carcases that were being shipped.

That were in store?—I will endeavour to make it plain to you in thisway: if we had 10,000 carcases of
mutton in store and a steamer came along and took the whole lot we were entitled to draw on Nelson Bros. for
the invoice value for the whole lot; but if the steamer took 5000 we were entitled to draw for the invoice value
of 5000, and also draw on Nelson for the balance in store without supporting it with the shipping documents.

Then you say that the £6150 draft was an ordinary business draft?—I say this: that when the vessel was
alongside the wharf we would not allow the draft to go forward until it was supported, seeing the vessel was
there; but Nelsons owed us the money and we drew for that amount. It was a matter entirely of arrangement as
between ourselves and our bankers, and when the shipment was compl eted two days later—as it was in this
case—and we got the shipping documents and attached them, we drew on Nelsons, and with the proceeds of
what we got we retired the draft we had anticipated.



Had you made Nelson Bros, aware that you would do that?—I do not think so.

When you put the draft in, did you intend it to be presented?—I do not think so.

"Was any business done to support that particular draft?>—There was the business that | told you of to
support it.

Mr Solomon: Isthere any trace of business to support that draft?

Witness replied that he could not say that. There might bo something in the correspondence to the effect
that they were going to send the goods forward He could not find anything in the journals or ledgers to show
that any stuff went forward, and it was obviously unfair to ask him now to look for particulars. He had not
months in which to look up this matter. Access to the books had cost 5s per hour, and he could not afford
prolonged investigations; he could not pay for it. It was true he could not show atrace of business to support
this draft On the 5th of July, 1895, he drew on Saintell and Wachsmann for £1000. That was drawn against a
shipment of 1048 sacks of barley. The barley was sampled at the Bluff and refused, business being done only to
the extent of £120, but that was because of the refusal to take the goods, which had been sold on sample. On the
12th of August he drew on Cave and Co., Adelaide, for £1000. That was against a consignment of oatsto be
sent to Perth. In this case only 1000 sacks were sent instead of 3000, and drew for £350, withdrawing the
balance of the goods. The draft would have been presented immediately the goods were shipped. It was a
demand on draft. The association had the option with several firms—Cave and [unclear: C] being one—on
which they could draw on [unclear: dem] for consignments. He did not admit [unclear: they] not the right to
draw in anticipation of [unclear: s| ments. If the banker arranged they [unclear: sh| draw in that manner that
was a|unclear: mal between them and the banker, so long as [unclear: he| paid.

Mr Solomon: It could be an [unclear: arrange| between any people to "fly kites," but [unclear: d] you see
the deception of it>—No, | do not.

Witness continued: The banker had [unclear: age] that the association should have the [unclear: rigt] draw
these drafts in anticipation of the [unclear: g] going forward, and when they were not [unclear: k] for any
reason another draft for the [unclear: amou] goods forwarded was substituted.

His Honor: The draft that was [unclear: actually] forward was for the goods that were [unclear: sent] Yes.

On demand?—Y es, your Honor. He [unclear: ce| not put the matter any plainer than [unclear: he| already
done. In al cases drafts on [unclear: dem| were not actually sent forward. In [unclear: occas| cases, like this
one of Cave's, they [unclear: we| liberty to extend their drafts for 30 days, the goods had actually gone forward
[unclear: Cal draft would have been presented. The [unclear: w] thing cameto this: they anticipated these
[unclear: g] going forward and replacing the drafts by [unclear: o] representing the goods actually going
[unclear: form] The same reply had to be given in [unclear: restpect] shipmentsto Jew and Co., of [unclear:
Melbo] (£446 5s 9d), to Wynn and Kidd, of [unclear: Melbo] (£79 19s 4d), and to Carter and Co., [unclear:
Melbo] (nearly £2000). He could not say if there a single case in which he had drawn [unclear: fo] amount of
the consignment and sent [unclear: for] the actual amount of goods, but in [unclear: Jew's| they had £1000
worth of goods sold to [unclear: the| go forward.

Mr Solomon: But you did not send [unclear: the] goods. Can you give me asingle [unclear: ins| among the
whole 174 that we have been [unclear: ta] of where you made up consignmentsto a[unclear: ce| amount, drew
for that amount, then [unclear: sent] proper amount of goods, and sent on the [unclear: ori] draft?

Witness: No. | do not say that. [unclear: ] told you already that if the goods did [unclear: not] exactly the
same day asthe origina [unclear: d] was altered to the same date and tenor [unclear: al shipping documents, so
that the draft [uncl ear: s| comeinto line with the documents. Y ou me just now to give you any instance
[unclear: w] consignments went forward exactly [unclear: al draft. Hereisacase in point. On [unclear: Ju]
1894, we drew for £900 on Jew and [unclear: Ch] July 18 we sent forward 2999 sacks [unclear: oal we drew
on them for the exact [unclear: amo] £900.

Witness continued: In regard to [unclear: the] action with Jew, the association drew [unclear: for] and
anticipated sending the goods [unclear: for] There was no advantage in making a[unclear: b] with the bank.
The draft was against goods to go forward. The transaction of the 1st of June, few, £1500, was an exactly
similar case. It was a draft against 5000 sacks of oats sold on the 16th May and shot out till June. The reason of
not drawing until June was that instructions were probably given not to ship for agiven time. There was
business on that draft. The 5000 sacks of oats had to go forward. These goods were shipped to Jew on the 21st
and the 25th June and the 9th July, and it was on the 24th June that witness drew for £1000, withdrawing the
original draft of the 17th June. That draft was never presented. When the draft was put in witness knew it never
would be presented until the goods went forward. If the steamer had not been there to take the goods the draft
would have been replaced by another. If that draft had not been drawn at all the association's account would
have been £1500 higher, but the association would have had £1500 worth of free goods.

Mr Solomon: But this £1500 worth of goods were sold, and were therefore not free.

Witness; They were free until we got the money.



If you had drawn in the ordinary way on these people when the goods went forward your bank account
would have remained £1500 higher?—Y es.

And you got atemporary reduction of your overdraft by putting in a draft that you knew would never be
presented?—Y es.

Further examined witness said he did not know what quantity of goods was sent to Jew in June and July.
Jew was in many cases not the principal, but only the broker, and in some cases even when he was the broker
the association received from him direct, and he retired their draft.

Mr Solomon: In the first instance the practice with the bank was, | think, to put in your drafts and then send
forward a cheque to retire them?

Witness: When the draft was put in with the documents the bank would ask us for a cheque. 1 don't know
whether that was che case in every instance.

As the thing has become quite common you don't go through that formality?—I don't know about that.

Y ou never did retire the draft at all, but simply drew and made a corresponding entry?—I do not know that.
The bookkeepers might have put it through in that way, but | did not know of it.

Did you make any arrangements to that effect>—No; | did not. | don't believe in every instance it was done.

Do you not know it isamost unusual thing to do without sending forward a credit to represent it?—I think
itis.

You think it isamost unusual thing to do?—I believe it isamost unusual thing to do.

Mr Cooper: Y ou asked a question about a draft on Carter for £2000. Y ou said you would come back to it.

Mr Solomon: | thought | had disposed of that. (To witness): On the 1st of June you drew for £2000 on
Carter.

Witness. Werretired that on June 10.

How much goods went forward?—That was a draft against a shipment of 7000 bags of oats sold on May 16
and May 22, and on the 8th of June there was a shipment of 5000 bags. We drew two sums in respect to those
oats amounting to £1978.

How much goods were originally sold?—210,000 bags.

How much in money?—Something under £3000.

On that day was there a ship to take them forward?—I cannot tell you.

Did they go forward?—The first one went forward on the 8th of June, and the balance on the 20th of June.

Did you intend that £2000 draft to be presented?—No; | intended it to be replaced.

We have got the fact that you did not intend the draft to be preseuted?—Y es; only | don't think that meets
the case mentioned in the liquidator's report where it says there is no trace of business to support it.

The 1st of June, 1895; that isa Monday, | suppose?—I expect it is.

The 4th of August after-wards—another Monday. Look at the amounts you drew on those days—£6000
odd.—We had the goods to go forward.

Y ou withdrew nearly the whole lot?—The goods replaced them in the way | say.

On the 1st of June you drew to the extent of £5180. The drafts were not presented at all, though you drew in
one day £3900 and £2000.—But | have told you why the drafts did not go forward. They would be replaced by
drafts with the shipment documents.

Now take the last two on the list. On June 29 you drew on Mr Y oung for £1750. Mr Y oung was an agent of
yours in Auckland, was he not?—Y es.

Did you ever draw adraft on Mr Y oung that was presented to him?—Y es.

In respect to what?—I could not tell you.

In respect to goods he sold on your account?—I think so. Yes.

Do you fed sure?—If you let me see Mr Y oung's account | will probably be able to tell you. After looking
at the account, witness proceeded to say: On the 3rd of September, 1894, we drew on Mr Y oung for £165 19s
6d, and on the 10th for £164 16s. In each case it must have been the proceeds of goods he had sold. We used to
consign to Mr Y oung, and he was acting as our broker as well.

Why did he not remit the amounts he sold?—In a number of instances you will find that Mr Y oung asked
us to draw upon him.

Did you tell him you had drawn on him?—No.

Did you tell Sinclair that you had drawn on him?—No.

He was quite unaware of it?—He was quite uuaware or it; but | have explained why it was done. It was
perfectly apparent at the time. We could have given Mr Cook all this information.

Look at the £1750. Did Mr Ward know that this was being done?—No; | don't think so. It isentirely a
matter of detail.

Will you swear that he did not know?—I don't know.

Did you ever tell him that it was being done?—I don't know. | know that Mr Ward was totally inconversant



with the details of the business.

Mr Solomon: | ask you if you ever told Mr Ward that you were doing this business?

Witness replied that he could not say that he did. He did not tell the directors about the matter. On the 29th
June, which was a Saturday and the association's balance day. Y oung, of Auckland, was drawn on for £1750,
and in this instance no business was done, as the goods that were to go to Auckland were diverted to Sydney.
The bank kept the draft for two months. It was retired on the 30th August, and on that day another was given
for the same amount. This draft was retired on the 8th October, on which date £1200 of goods were sent to
Sydney. The result was that for a period the association's account had been shown in the bank's books to be
£1750 lower than it really was, but the bank bad the record of the draft all the time.

Mr Solomon: Of course, the bank wasin it; you were both in it, but you cannot get out of your difficulties
by putting them on the shoulders of the bank.

Witness: | am not putting it on the shoulders of the bank at all. | would not dream of such athing.

Mr Solomon: No, quite so; you have enough to do to fight your own battle. Now, | want to ask you what
amount of goods you sent to Australia, what amount you sold in Australia, and what amount you drew against
them?—I cannot tell yon.

Will you deny that you sent £50,000 of goods and drew against them £86,000?—I would not say so. The
fact remains that these drafts were withdrawn. Y ou have taken the duplicate drafts instead of the single ones.

Can you say how much you drew on agentsin New Zealand?—I cannot say.

Will you deny that you drew to the extent of £45,0007—I would not deny it; probably it is within the mark.

And how much did you sell?>—An amount exceeding that, 1 should say.

Mr Solomon asked for the particulars of [unclear: th] £20,000 which the other side had promised [unclear:
t] prepare.

Mr Cooper handed a statement of Mr [unclear: Ward] position, which was as follows.—

On December 5, 1892, a cheque to the [unclear: associ] tion for £3000 was paid to the credit of J. [unclear:
G.] Ward's ordinary account, along with a cheque [unclear: fo] stocks and plant of £13,941.

The cheque was dr. to the usual account [unclear: u] association's books.

Mr Solomon Mid this information was [unclear: n| what he wanted. He required [unclear: particulars| to
what became of the money. He did not [unclear: fo] amoment suggest than Mr Ward had got [unclear: th]
money, but he wanted him to show that he [unclear: h] not got it.

Mr Cooper said the money as shown [unclear: h] gonein reduction of the amount owing to [unclear: t]
Colonia Bank. It was stated clearly [unclear: enoug] that it had gone to the credit of Mr Ward's [unclear: ov|
draft.

Mr Solomon: That isto say, the [unclear: associat] have paid his debts.

Mr Cooper: You can put it in that way if [unclear: you] like.

Mr Chapman: He owed the association, [unclear: t] the result of the transactions, £55,000.

His Honor asked if that was not a[unclear: compl] answer. These cheques went to the [unclear: Colon]
Bank in reduction of his overdraft.

Mr Solomon thought that was not so. [unclear: B] wished to know what the bank's books [unclear: wo] not
show: why this money was paid in [unclear: and] what purpose it was applied. The £20,000 [unclear: k] been
eitber lost or spent. If it was paid [unclear: in] the bank was it a bona fide reduction of [unclear: dek] He
wanted more information respecting [unclear: the| losses.

Mr Solomon said he might want to [unclear: ask] Ward about these things, and he [unclear: wanted]
information to assist him in asking [unclear: question] He wanted to know what Mr Ward had [unclear: d] with
the money.

Mr Cooper: Y ou have had the money [unclear: back]

Mr Solomon: Not one penny of it. [unclear: E| learned friends have had over aweek to [unclear: p] this
information, but what they have [unclear: given] could have been got by anyone from the bank's books in five
minutes. It is not what | want.

Mr Cooper: My learned friend has made a charge. Mr Solomon: What charge? Mr Cooper: That we kept
you in the dark for a week.

Mr Solomon: Y ou have twisted my words to a meaning they do not bear. | merely said that | had been kept
for aweek without the information | want.

Mr Cooper: So far back as June 9 we, as Mr Ward's solicitors, applied to the solicitors for the liquidator
inquiring the points on which he wanted information, and received areply that the liquidator's solicitors could
not give any information as to the points Mr Ward would be examined upon, except that they would be upon
the liquidator's report and the Southland Rope and Twine Company.

Mr Macdonald: And the indebtedness of the association at the time. There were three points.

Mr Cooper said that an examination like this, extending over the greater part of aday, left very little time



for going into such matters; but they had given all the information possible with the limited time they had bad
the materia at their hand. If Mr Solomon wanted to go into the state of Mr Ward's account from the time of his
connection with the Colonia Bank till the formation of the association and the subsequent liquidation of the
latter, it would be an endless task.

His Honor: | don't think Mr Solomon wants that.

Mr Cooper: We have said that these amounts were paid in in reduction of the amount due to the bank. To
show what moneys were paid and where the money has gone would take many months. No doubt Mr Ward
owed these moneys to the bank, but they were paid to specific accounts. For example, Mr Ward's sheep account
isgivenin full in the bank's books.

His Honor: Mr Solomon, you have your answer. Mr Cooper says that these sums were paid into the
Colonia Bank in each case in payment of moneys which Mr Ward owed to the bank.

Mr Solomon: If that is down in the statement it will do me.

Mr Cooper: That isthe fact. We do not disguiseit at all.

Mr Solomon: Isit a payment by the association to meet Mr Ward's debt?

Mr Cooper: You can put it that way if you like. It is debited to Mr Ward in the books of the association.

Mr Solomon: Although the money was paid out in reduction of his debt to the bank, | want to know what
has been the result of that—why it was taken out of the account, and why he got the benefit of it. We want to
know what has become of the money?

His Honor: Y ou can see, | suppose, by looking at the account, and can infer whether it took place or not.

Mr Solomon: | don't think | am asking for too much. If my friends cannot give me the information the
matter must stand whereit is.

Mr Cooper said it would be avery different matter if Mr Ward owed the association so much money, and
his learned friend wanted to trace an asset.

Mr Solomon said that was exactly the position.

Mr Cooper submitted in that case that this was not the proper tribunal to make that discovery. The
bankruptcy jurisdiction was the proper place to make it.

Mr Solomon could not understand a moreillogical position than that taken up by his friend. He (Mr
Solomon) said that Mr Ward did owe this money, and he wanted to search for an asset to represent it. He
submitted that it was a proper thing to do.

Mr Cooper said their position was perfectly clear. So far as any money was concerned, every penny had
been repaid to the association. Mr Ward's estate was now in bankruptcy, and the Bankruptcy Court was the
proper court to inquire as to what had become of any asset that Mr Ward had had at any particular time;
certainly not the present proceeding, which was one for giving information concerning the company's affairs.
His learned friend was end eavouring to turn this proceeding into a bankruptcy one. They had given al the
information it was reasonabl e for them to give. They had shown that the money was paid to the Colonial Bank
in reduction of his debt to that institution; and Mr Ward had consented to the liquidator examining every itemin
his account with the bank.

Mr Solomon said that it was perfectly obvious that this examination was for the purpose of discovery, in
order to enable the liquidator to understand his position. He referred the court to "Emden's Winding-up
Practice" in support of bis contention that it was permissible in such an examination to go into these matters.

Mr Cooper said they could not give any further explanation at the present time except a by copy of the bank
account, which would take some time to prepare

Mr Solomon: Well, take any time you like.

Mr Cooper: What explanation do you want? We say it is paid into the bank in reduction of a debt due to the
bank.

His Honor: Mr Solomon's possible suggestion would be, | suppose, that although the money was paid into
the Colonial Bank in reduction of an account, it was after-wards drawn out again by Mr Ward and has not been
accounted for.

Mr Solomon said that was so. He wanted, however, to make it quite clear that he made no suggestion of the
sort, he wanted that suggestion removed.

Mr Cooper said if that was the feeling of his learned friend he could remove it without any difficulty by
showing the Colonial Bank account.

Mr Solomon said that that was not all. He wanted to know why at that moment the money was paid in at
all.

His Honor: That is a reasonable question. Y ou are entitled to explanation of why such a large sum of
money was paid in at that particular moment.

Mr Solomon: And why it was drawn out and how soon after-wards.

Mr Cooper said that if his friend would be satisfied with awritten statement by Mr Ward, that could be



given; but Mr Ward would prefer it should be given under examination on oath.

Mr Solomon contended that he had aright to what had been promised him.

His Honor said he thought it probable that any written statement that was prepared would be found not full
enough for Mr Solomon's purposes, and it would have to be supplemented by verbal examination.

Mr Cooper urged that it would be more satisfactory to take those items and ask Mr Ward about them, and
then areference could be made to the books if necessary.

Mr Solomon said he was entirely in the hands of the court. He was entitled to further information, and
thought that as he bad been promised a statement be ought to have something more than had been handed to
him.

His Honor: The other side say they have a difficulty in giving you more than this, and perhaps they have.

Mr Solomon: If you will allow me, your Honor, | will think the matter over for an hour. | would not take up
such afirm position if it were not a serious matter—serious not only to our side, but to the other side also.

Mr Cooper: | should not like you to run away with the impression that we are withholding information.

Mr Solomon: | do not think so for amoment. Very likely there is some misunderstanding.

The court at 12.55 p.m. adjourned until 2 p.m.

After the luncheon adjournment,

Mr Solomon said he was compelled to ask his Honor to direct that he should get a more complete return
than he had got. He had asked his friend to give an item in their account, which stood at £20,350. They handed
him particulars which amounted to £20,600—not the item he referred to at all.

His Honor: | suppose it is a discrepancy.

Mr Solomon' said if it was he wanted it explained; but it was something very much more important than
that. If bis Honor looked at the items of £5000 odd and £4000 odd he would find that they amounted to £10,000
exactly. That was paid into the Colonial Bank on a particular day, and then £7200 was paid in on another day.
They took credit for those moneys [unclear: pal to the bank in reduction of their account, [unclear: b] those
moneys had been paid to the [unclear: assoc] tion.

Mr Cooper: They arein the £55,000.

Mr Solomon: Not at al. The £7000 and [unclear: th] £4000 Mr Ward borrowed from us, and it [unclear: b]
been repaid, but it is not included in the [unclear: £55,000] at all. They say that we paid their debtsto [unclear:
th] Colonial Bank to the extent of £17,000, [unclear: by] their own books showed that that is not [unclear: true
We lent them the money for some months, [unclear: b] they repaid it, and | still want to know [unclear: wh] Mr
Ward has done with the moneys. | [unclear: fe] myself in this position: | don't think [unclear: there] any means
by which | can compel Mr [unclear: Ward] give me awritten statement.

His Honor: | don't think so.

Mr Solomon proceeded to say that his[unclear: learn] friend told him that these were moneys [unclear:
whi] were paid to the Colonial Bank in [unclear: payment] the debts owing by Mr Ward to the [unclear: Colon|
Bank. He (Mr Solomon) said the [unclear: associatic| got the money back.

Mr Cooper: This money was used for [unclear: othe] purposes.

Mr Solomon: No; it was paid to us.

Mr Cooper: In reduction of the account.

Mr Solomon: If Mr Cooper says that [unclear: th] moneys were paid by the association to [unclear: red]
Mr Ward's overdraft, | may possibly [unclear: have| ask Mr Ward about that.

Mr Cooper said the only way was for [unclear: al analysisto be made of the whole account of [unclear: th]
Ward Farmers' Association with Mr Ward [unclear: fro] the beginning. It seemed to him that the [unclear: fall]
of Mr Solomon's position was this. He [unclear: hal taken out a sum of £55,000, which was [unclear: ti]
amount of the debit in 1895, and [unclear: || had also added £12,000 of credit. But [unclear: as| (Mr Cooper)
had pointed out three or four [unclear: day] ago the total amount at the credit [unclear: of] Ward's account and
the Ward Farmers [unclear: Ass| ciation was very much more. The [unclear: tot] amount of debit was also
very much [unclear: mo] There had been cross accounts and cross [unclear: tral actions from the beginning of
the account [unclear: un] the final closing of it. In order that [unclear: th] account might be properly
understood the [unclear: bal that Mr Solomon had started on was an [unclear: in] proper basis. What was
wanted [unclear: was| analysis of the whole account, to show [unclear: how| £55,000 comes out, and not a
bald [unclear: stateme] of figures such as had been given by Mr [unclear: Solom| That was one way of putting
it, but [unclear: the] position was this: There were debits [unclear: extend] over three years from December,
1892, [unclear: as| until nearly the end of 1895. There [unclear: wal credits extending over the same [unclear:
peri] The ultimate balance upon that [unclear: account] £55,000. In order to ascertain how [unclear: this| made
up it was useless to say that [unclear: £43,000] could be accounted for and the balance [unclear: was|
accounted for. They must go through [unclear: th] account from the first item until the [unclear: |ast,] arrive at
what was the net result. The £55,150 was not made up of specific items; it was the net account, and therefore



the examination of the whole account was necessary. The only way to arrive at what Mr Solomon suggested
was to analyse the account from first to last to see how the ultimate balance was arrived at, and he (Mr Cooper)
was prepared to do that.

Mr Solomon thought he had stated his portion clearly. He wanted to know what Mr Ward had lost and
spent in the last 242 years on every account. He did not ask for anything beyond that, and if he got that he would
be satisfied

His Honor: Are you prepared, Mr Cooper, to give Mr Solomon that information, and if not how long would
it taketo giveit?

Mr Cooper replied that it would take a little time to prepare the statement.

Mr Solomon (to witness): Did you know that the association was paying Mr Ward's debts?

Witness: | knew we were paying these amounts to his credit.

Did you know what that was?—I knew the account they went to the credit of.

| did not ask you that.—I say | knew the account they went to the credit of

Did you know that it was to pay debts that Mr Ward then owed?—Y es, | knew; debts that he owed to the
Colonial Bank.

| gather from this, if thisinformation is correct, that from the date when you started business in November,
1892, in the first six months of your business, before your first balance, you had paid debts that Sir Ward owed
to the extent of £20,0007—I knew that that amount was paid into his credit.

| do not say that. | say did you, as manager of the company, know that in the first six months of its
existence you paid debts that Mr Ward then owed to the extent of over £20,000?—I knew that Mr Ward owed
these amounts to the Colonial Bank and we paid them.

Did the directors know that?—They did not know Mr Ward's account at all from the commencement.

They had no ideathat you had paid Mr Ward's debts, from the inception of the company, to the extent of
£20,000? Neither you as manager nor Mr Ward as managing director informed them?—I tell you that the
directors did not know Mr Ward's account.

Do you know whether you had security from Mr Ward?—I knew there were Mr Ward's shares.

What was that amount?—I think £23,000.

Was that all?—That was al the security we had.

In addition to that, there was the debt on the shares Mr Ward owed for trading. And you had no direct
security for the payment of the debts>—No.

Who decided that that was a proper thing to do, that the association should pay moneys which Mr Ward
owed to the bank?—I expect that | decided it myself.

Y ou decided yourself?>—So far as | can recollect. | do not recollect receiving instruction from anyone.

| suppose Mr Ward knew that the association was paying his debts?>—He would know of these cheques.

Did Mr Ward know that the association was paying his debts?—I cannot tell if Mr Ward did know to that
extent, for we were collecting money for him at the same time.

That is not my question. Y ou knew that you were paying Mr Ward's debts?—I knew that | was paying this
money to the Colonial Bank.

Did you know that you were paying these debts which he owed to the bank?—I knew that

Did you or did you not tell Mr Ward that you were doing that?—I cannot recollect. | expect | did, but |
cannot say from my memory of what occurred three years ago

| suppose you would not pay Mr Ward's debts to the Colonial Bank without he asked you?—But we were
collecting money for him.

| am not asking you that. Did you or did you not pay Mr Ward's debts without asking Mr Ward?—I am not
prepared to say. | do not expect | would have, but | have no recollection of it.

But nobody knew of the fact of the association paying Mr Ward's debts except you and perhaps Mr
Ward?—I do not know that they did.

Do you know that they did not>—No; | do not.

Did the bank know that the association was paying his debts?—I think that is very apparent.

Tell me, please—The bank must have known for they received the money. The money was paid into his
credit. Of course the bank knew that the association was paying the money.

At any rate the fact is this: When the association is started Mr Ward owes thousands and thousands of
pounds to the Colonial Bank, and from the very inception of the institution you start to pay his debts to the
Colonia Bank without the knowledge of the directors?—And got it al paid back.

Mr Solomon: Oh, the £55,000 again !

Witness: It paid the account, Mr Solomon.

Will you confine your attention to 1892? When this institution was started in 1892, you pay debts of Mr
Ward to the extent of £20,000 before the first half year is over, and nobody knew anything about it?>—That is



the fact, | suppose. The thing is apparent, but we collected money at the same time.

You alowed Mr Ward to get into debt to alarger extent. Do you not know that at the 1893 balance Mr
Ward owed you £25,000, of which £20,000 went in paying his debts?—That is quite apparent.

And nobody but you and the managing director knew anything about it?—I am not prepared to say that.

Now, you were appointed liquidator of the Southland Twine Company?—Y es.

And after the company went into liquidation you allowed the company in liquidation to become indebted to
the Ward Farmers' Association to the extent of hundreds of pounds?—I cannot recollect. | believe | did.

After the company was in liquidation?—I cannot recollect, but | believe there was a payment of £100
after-wards.

Mr Solomon: Of £100! It is £700 that | am talking about.

Witness: £100.

Mr Cook: £1300.

Mr Solomon: £700 | know of.

Witness; | bave not the slightest recollection. They may have been debts they owed at the time.

Y ou cannot say that is so?—No; | have no recollection.

There is one other thing | want explained. When the company was formed it gave that cheque for £3000
(produced) for the purchase of the business?—Y es, for part purchase. The price was £5000, and £3000 was paid
on that day.

And the whole amount of the stock purchased by the Twine Company was £5000?—No; | do not say that at
all. That isthe price of the plant and buildings, and so on.

What was the amount of the stock?—£6462.

That is the amount of the stock of Ross?—I do not know what stock Ross had.

| suppose you can fiod that for me?—No; | cannot. | have no means of finding.

Look at the books and you will see what was given by the Southland Twine Company for Rosa's stock to
Ross.—I cannot tell you.

The books will show us—There may have been £400 or £500. | do not know.

Isit not afact, Mr Fisher, that £5000 was the price of the whole business—stock and all>—Certainly not.
£5000 was the price of the property so far as Ross's interest was concerned, but that does not include, if he had
it, any raw flax fibre or oil, or working stuff like that.

Did you buy that?—I cannot tell. | expect we did.

Witness continued: The whole price paid to Ross for the purpose was £56500. He supposed the directors
knew about it, but had no distinct recollection of the circumstances. The amount of £6460 paid to Mr Ward was
for an accumulation of stocks for year, and the amount was, of course, more than had been paid to Mr Ross.
When the cheque for £6460 was signed it was in the same condition as now. It was not true that Mr Ross had
signed it in blank The chegue book had al the time been at Mr Ross's disposal, and he had signed cheques
before and after this. Mr Ross bad known from [unclear: the| ception all about the transaction.

Mr Solomon: | accept your statement [unclear: p] fectly, but these are questions | had to [unclear: ask],
you have given complete answer.

Witness: Y ou must excuse me. | feel [unclear: wal upon it because of the insinuations that [unclear: hal
been made.

Mr Solomon: | accept your [unclear: statements|. you had answered as straight on other [unclear: points]
should have got on quickly.

Witness continued; His name [unclear: appeared] the 1895 balance sheet. He believed [unclear: at] time
the balance sheet was correct, [unclear: as| believed so still. It set out the whole of [unclear: t] assets with the
deductions that had [unclear: be] discussed.

Mr Solomon; Does the balance sheet [unclear: sef] all your assets?—Witness replied that [unclear: it] them
out exactly in the way be had [unclear: indicate] with the exception of the reductions they [unclear: b
discussed. The stocks were set out less [unclear: £10,000] for Carswell's which was held for the [unclear: bal
That amount was deducted because [unclear: there] an undertaking that it should be held [unclear: for] bank.
The stock was not earmarked, [unclear: b stock to that amount was held [unclear: held] the bank on account of
the [unclear: indebted] for Cars well's stock. He could not [unclear: give| answer other than that the stock was
[unclear: held] thisway; it wasto be held for the bank [unclear: un] the indebtedness on Cars well's [unclear:
account] liquidated. He considered this aright [unclear: thing] do, and that the statement was properly
[unclear: mu] up. The amount was shown in 1894, but [unclear: not] 1895, asin 1695 bills were not shown
[unclear: at] Thiswas a bill—a promissory note of the [unclear: ass| ciation which the bank had discounted
[unclear: for] association. It was the association's [unclear: own] that the bank discounted. All discounts
[unclear: cas| out of the 1695 balance sheet when they [unclear: to] on the goods. He could not make [unclear:
It] plainer.



Do you mean to tell me that if you [unclear: bu] £40,000 of liabilities and £40,000 of [unclear: assets| your
balance sheet you consider yourself [unclear: jou] tied in taking £20,000 off your liabilities [unclear: an|
£20,000 off your assets?—I believed then [unclear: th] | wasjustified, and | believe so till. [unclear: |] give
you one little instance that will [unclear: convial you on the subject.

If you gave me 100,000 instances it [unclear: womal not convince me that you were [unclear: right]
exactly similar instance occursin Mr [unclear: Cook] statement of June 20, 1696 That [unclear: statment] sets
out the whole of the assets and [unclear: liabilite] on that particular date. They are [unclear: shown] their
entirety, but, as a matter of fact, | [unclear: en] not find an item of £2500 which [unclear: constituted] asset—a
very tangible asset. Where [unclear: can] come from, unless he hastreated it in [unclear: exac| the same way
as | have done. Then, in [unclear: tal valuation of stocks | can fiod no trace of [unclear: 89] sacks, valued at
something like £3000. [unclear: The] must have come in as assets, or else [unclear: bee| [unclear: ducted]
from the liability side. Surely in al [unclear: airnees| if itisaright thing for Mr Cook to do [unclear: it] isa
right thing for me to do.

Mr Cook: But | didn't do it. What you say [unclear: s| entirely untrue.

Witness continued: He could not say that [unclear: be| had ever heard of similar eliminations before. He
still thought it was a proper thing to do, and in exactly similar circumstances he would [unclear: so| again.

Mr Solomon: Do you mean to say that you [unclear: deliberately] and with your eyes open out out
[unclear: the] figures which showed large assets on the [unclear: one| side and corresponding liabilities on the
[unclear: other] side?

Witness: Yes; and | have given you the [unclear: reason|.

All the talking in the world will not make it [unclear: any]| different. That isall | have to ask this[unclear:
witness|. (After some discussion:) Thereis[unclear: one| question that | have overlooked. Y ou were [unclear:
asked] by the Colonial Bank on November 30, 1895, were you not, to prepare a balance sheet, and you gave in
this one [appended] ?>—I [unclear: gave| them a statement of the company's position.

Thisisthe document, isit not?—Y es.

Why did you not adopt here what you know complain of ? But here you show your grain [unclear: and]
railage account and your past due bills?>—[unclear: Yes|, | do, but it isa confidential statement for [unclear:
the] back. They asked meto put it exactly as | have done there.

Thisisaletter you wrote, isit not?—Yes.

Invercargill,
18th December, 1895.
[unclear: Hon.] George M'Lean, Dunedin. Dear Sir,—

Mr Birch has delivered me your [unclear: messagel, and the balance sheet and details of [unclear: same|
asked for by Mr Vigers are being prepared, and will be sent along in the course of afew days. [unclear: || am
perfectly prepared to stand or fall upon the [unclear: figures| givenin same, and if you can detect me as
[unclear: in] any way misleading you, you are at perfect [unclear: liberty] to pat your threat into operation. |
have [unclear: been| absolutely candid and truthful in the information given to Messrs Vigers and Davidson,
and [unclear: the] balance sheet being sent you is an exact [unclear: exposure| of the position of the association
ason [unclear: 30th] November—the date of the balance—Y ours, [unclear: &c.],

(Signed) J. FISHER,

Thisisatrue and correct, statement of the assets and liabilities of this association as at above date
(Signed) J. FISHER.

How do you explain the fact that, if it was a proper thing to eliminate from your public balance sheet the
grain railage account and past due bills account that they appear here?—I was asked for an exact interpretation
of the whole state of the business. They wanted everything out in detail—an absol ute balance sheet with the
whole of the details of everything.

What is that? An absolute balance sheet?—All the details.

It is astatement of the assets of the association?—Y es.

If in that statement to the bank it was necessary to show the whole of the assets on the one side and the
whole of the liabilities on the other, why was it not necessary also to do so in the balance sheet given to the
public?—It was not necessary in this case. Anything that was not shown in full in the other case was in the
possession of the bank.

What was in the possession of the bank?—The past due hills, the grain railage account, and Cars well's
account.

But that information was not given to the public?—I do not say it was.



And the bank threatened that if you did not give them a correct statement of your position they would put
you in gaol >—That was not so at all.

What was it?—That if they could detect me in any way misleading them they would arrest me, and that was
absolutely after they had got their own officers to dissect the information.

Mr M'Lean sent a message to you by Mr Birch that if you did not give them a perfectly straight—?—It was
not in thoseterms at all. As 1 havetold you, it was simply this: Mr M'Lean sent a verbal message to me by Mr
Birch that if they could get me misleading them in any way at all they would have me arrested.

What you do in reply is, you send the balance sheet and say, "I am perfectly prepared to stand or fall upon
the figuresin the same, and if you can detect me misleading you at all you are welcome to put your threat into
operation"?—WeEell, they had the balance sheet for June 30, showing the figures.

Y ou say you are prepared to stand or fall by that balance sheet?—Y es.

| suppose you recognised it as your duty to submit to the public the whole position?—I have given you an
answer as to why the amounts were cut out.

Did you not consider it your duty to show the whole of the details of the position?—I considered it my duty
to givewhat | did.

And did not you consider what you were doing in concealing from the shareholders and the public the
immense responsibility the association were taking upon their shoulders>—No, | do not say so.

Y ou show, as a matter of fact, that the association were owing £30,000 or £40,000 lens than they did
owe?—And as against the bills the bank had security.

Did you not see that what you were doing was to show an institution that had about £50,000 or £60,000
liabilities less than it really had, and £50,000 or £60,000 |ess assets than it had? That is what the balance sheet
showed?—I think so.

Isnot that afact?>—Totalling it up with everything taken out, that would be the case.

Isit not afact that the balance sheet showed an institution with £50,000 or £60,000 |less assets and £50,000
or £60,000 less liahilities than it really had?—That is what it amountsto, and | have given you the explanation.

Give me an answer, "yes' or "no."—That iswhat it amounts to.

Only one more guestion. If you thought it a proper thing to put a balance sheet like that before the
shareholders, why did you not put a similar balance sheet before the bank when threatened with arrest?—It was
not in consequence of being threatened with arrest, for previousto receiving Mr M'Lean's message it was being
prepared at Mr Vigers's request, in any case.

If you had thought it sufficient to give the public and the shareholders the balance sheet you did, why did
you not give the same to the bank?>—Because the bank asked me to prepare an absol ute expose of everything.

Y ou did rot give the shareholders any indication whatever that your balance sheet was incorrect?—I do not
say it was incorrect.

Y ou know it was in respect to details?>—I do not say so. | have given an explanation of why the amounts
were kept out.

And you can give me no reason why this [unclear: com| plete balance sheet was given to Mr M'Lean. None
further than | have given yon.

This concluded Mr Solomon's [unclear: examination] the witness.

Mr Solomon said he would like to [unclear: get] matter concluded next day, if possible.

Mr Cooper said their examination [unclear: would] short.

Mr Solomon remarked that with the [unclear: exe] tion of Mr Ward's statement they [unclear: ought] be
able to finish next day.

In reply to his Honor, Mr Gallaway [unclear: said] would prefer that Mr Birch's [unclear: examinal should
stand over till next day.

The court rose at 3 p.m. until 11 o'clock [unclear: in] morning.

TENTH DAY—TUESDAY.

His Honor Mr Justice Williams sat [unclear: in] Supreme Court yesterday, when the [unclear: taking)]
evidence in connection with the [unclear: proceding)] the liquidation of the J. G. Ward [unclear: Farm|
Association was continued

Mr Macdonald (of Invercargill), [unclear: appear] with Mr Solomon, tor the official [unclear: liquidator]
W. R. Cook); Mr F. R. Chapman, [unclear: with] Theo. Cooper of Auckland), for the [unclear: Hon. J.] Ward
and the officers of the Farmers' [unclear: Ass| tion; and Mr Gallaway on behalf of Mr [unclear: C] Birch,
formerly manager of the Colonia [unclear: Ba| at Invercargill.

His Honor took his seat on the bench [unclear: a] am.

Mr Cooper proceeded at once with [unclear: the] examination of Mr Fisher.



Mr Cooper: | think you have said [unclear: that] Ward had nothing to do with the details [unclear: of]
business of the J. G. Ward Farmers' [unclear: Ass| tion?—Witness. Nothing whatever.

They were left entirely to your [unclear: man] ment?—Yes.

The cheques for £6000 and £15,000 in and of £34,000 in 1894, were those [unclear: signel] you or by Mr
Ward?—By me.

They were cheques on Mr Ward's [unclear: account] Yes.

You had, | think, authority from Mr [unclear: \W] to operate upon his account?—Yes; | [unclear: d]
cheques usually oniit.

Y ou signed these cheques"J. G. [unclear: Ward], J. Fisher "?—Yes.

Y ou would infer from that that Mr [unclear: Ward] not in Invercargill at the time the [unclear: cheques|
given?—Y es, that would be so.

The transfers that were made—the [unclear: £44] proceeds of the debentures that were [unclear: place] Mr
Ward's account by the book [unclear: keeper] that done under any instructions or [unclear: auth] from Mr
Ward?—Mr Ward never knew [unclear: al it until it appeared in the liquidator's [unclear: repo]

And the other transfers that you have [unclear: sp| about from Connell's account to [unclear: Bro]
[unclear: ount]>—They were done entirely by me. Mr [unclear: rd] was absent from the colony.

Examination continued: Witness said thai he [unclear: pared] the balance sheet of 1895 entirely upon
[unclear: own] responsibility, and no details were sub[unclear: ted] to Mr Ward. He believed that he told Mr
[unclear: rd] (in the interview at Wellington) the state [unclear: his| account, but he had no data but his own
[unclear: mory] to go on. With reference to the trans|unclear: ion] with Mr Ross, the twine was resold at
[unclear: per] ton, and had been bought by Mr Ward [unclear: m|] Mr Ross at £35 and £38 per
ton—princi[unclear: ly] at £38 per ton. The price it was sold for [unclear: ply] cleared its cost, insurance, and
interest [unclear: ges|. Mr Ward made no profit on it. That [unclear: s| only stock of twine that the Southland
[unclear: pe|] and Twine Company started business [unclear: on], with the exception of avery little raw
[unclear: terial]. Mr Ross was the manager of that [unclear: mpany] and also adirector. Mr Anderson [unclear:
al not adirector, but a shareholder. The [unclear: okkeeper] for the company was Mr Borne, and [unclear: €]
bookkeeper was continually in contact with [unclear: Ross|, the manager.

In reply to questions concerning drafts [unclear: ness| said that in respect to the draft of 2nd July, 1894, for
£300 on Laing, of Napier, their [unclear: ant], oats were shipped to Murray, Roberts, [unclear: Co.|, Laing's
principals, on the 4th. They [unclear: ew] for £386 6s 11d for these oats, and in that [unclear: t] draft withdrew
the one for £300. The [unclear: ft] represented business in hand when it was [unclear: awn]. In Mr Cook's
report there was a draft [unclear: t] £300 on Jew, 6th August, 1894. In respect [unclear: that] a shipment of oats
was made by the [unclear: auroto], and the draft on Jew was retired. [unclear: €| businessin connection with
that was [unclear: mpleted] the day after. On September 16 [unclear: ere] was adraft for £300 on Campbell,
and [unclear: €] next day they shipped 1000 sacks of [unclear: te] and replaced the draft by one dated 17th
[unclear: ptember] for the same amount. Another [unclear: aft] was for £500 on Cave, July 20, 1895. a July 16
they drew £500 on Cave and Co., [unclear: elaide], and on July 20 made four small ship[unclear: ents| of
linseed and grain, and drew on those [unclear: ments| for an amount the total of which was [unclear: 506] 15s
10d. A draft Mr Solomon had not [unclear: ferred] to was for £1100 on Laing, the [unclear: sociation's| agent
at Napier, and that was on [unclear: €] 7th May 1894; and on the 11th they made [unclear: pments| by the
Ohau to various consignees to [unclear: hom]|. Mr Laing had sold the cargo, amounting; [unclear: all] to £1016
7s4d, and retired the draft [unclear: ith] the proceeds. There was business on the [unclear: h| May, 1894,
which was carried through [unclear: y] Mr Laing, though the shipments had [unclear: ot] then been made.
Another draft was [unclear: h] July 9, 1894—R. O. Y oung, for £300. [unclear: hey] drew for 300 on Y oung,
and the [unclear: [lowing] day made a shipment by the Poherua, [unclear: hich], he believed, was loading that
day, the [unclear: voices| amounting to £1100 6s 6d. They paid [unclear: at] and retired the draft on Mr Y oung.
On [unclear: eptember]| 24 there was another draft for £200. That was retired on the 11th October by a
shipment by the Poherua amounting to £20819s 9d. That business was in hand on September 24, and was part
of a contract Mr Y oung bad fixed up early in the season. On December 3, 1894, they drew on Y oung for £300.
That was retired by a shipment on December 6 by a sailing vessel. They consigned to Mr Y oung any goods
which were on hand at the time, drew a draft, telegraphed the names of the principals, and then they drew for
£382 2s 4d, and retired the draft. On March 4, 1895, they drew on A S. Paterson and Co. for £500, and sent
consignments of ryegrass on the 19th, 27th, and 29th March, the shipments coming to £639 3s 3d, and then they
retired the draft. The business was in hand prior to the 4th March, when the draft was withdrawn. Asto the draft
on R. O. Young for £300 on June 26, 1893, they retired that draft on June 29 by avery considerable shipment
made by the Poherua, amounting to £752 Is 5d. Mr Birch, the manager of the bank, was fully aware of the
course that was taken in connection with these drafts. He (witness) did not know anyone was injured by the
duplication of the drafts. The course that had been adopted was this: They drew upon agent or principal, and a



few days later, when they shipped the goods, they drew a draft and retired the other one instead of sending the
original draft, but they did not get any fresh money by that, and the bank was perfectly cognisant of the
transaction. There was no one injured, and no one deceived, because the bank knew exactly what they were
doing. Asfor the draft of £6150 on Nelsons, Nelsons had to pay for the mutton which was shut out. That was
done under the agreement with Nelsons. If there was more mutton than the ship could take Nelsons had to pay
for what was left. That was in accordance with a clause in the agreement.

George Atkinson Birch, examined by Mr Solomon, said he was manager of the Colonial Bank at
Invercargill at the time of the initiation of the Ward Farmers' Association. He was aware of Mr Ward's position
at that time.

Mr Solomon: At thistime—November, 1892—were you pressing Mr Ward to keep his account
down?—No; | do not think we were.

Were you willing that he should get extra accommodation?—He got all the accommodation be ever applied
for.

And were you consulted as to the initiation of the company by Mr Ward or by Mr Fisher, or by anybody
else?—No.

Did you have any conversation with them about it?>—No, | cannot remember any. As a matter of fact, Mr
Solomon, | was away when Mr Ward's business was merged into the association; | was away on a holiday.

Y ou had conversations with Mr Ward or Mr Fisher after the company came into existence? Y es.

We have been told by Mr Fisher that within the first few months of the company's initiation debts of Mr
Ward's that he owed to you to the extent of £20,000 were paid by the association. Did you know that?—That
the bank was being paid Mr Ward's debts at the expense of the association? Certainly not.

What did you think these large sums of money were being paid into Mr Ward's account by the association
for?—I can explain agood many of these items, | should say very satisfactorily, in thelist read in court
yesterday. | was away, as| said before, when the company took over Mr Ward's businesses, but | noticed that
there was a cheque for £3000 paid into the credit of Mr Ward. That was supposed to be for wool account. Well,
if that was paid in for wool account, where was the wool >—T he association took the wool and paid us the
money for it.

But we have now been told it was not paid in for the wool account at all It was simply paid in payment of
Mr Ward's debt, and nothing was got for it.—That is news to me.

On December 5, 1892, according to a statement furnished by Mr Ward, his debts to the bank were paid to
the extent of £20,600, and among the debts to the bank is that £3000 that you thought was to buy wool with. It
is certainly put into the wool account, but that is not what it is for.—There was supposed to be wool
representing that account.

What steps did you take to find out?—Y ou never do take stepsin athing of that sort.

What did you think the money was for?—I never thought anything about it at all. There was a limit
arranged by the head office for the account, and | never looked into the thing.

Why did you not want to know what it was for?—If you had alimit fixed up, | don't care twopence what
you did with the money.

What was the limit at the initiation of the company?—There appears to be no limi marked up at the
initiation of the account. It have no doubt that there was one three months after-wards—a limit of £45,000.

Had you any instructions from your head office as to what the advances were given 