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gation, but 1 may say meajntime that cases of tbis kind are
being discovered almost daily. The following are a f ew
examples of misapprapriation or diversion of trust funds:

1. A client sent $250,000 for iinvestment in a first mort-
gage. This mortgage is suppased to be held in trust for
hÎm, but it bas been discovered that at least two other parties
have alie an interest in it.

2. Securities earmarked as, held for depasitors bave been
bypothecated ta the Royal Bank of Canada as security for
advances. It will be very hard ta trace these securities as
the earmarking for depositars was merely in a total, the de-
tails of the items so earmarked flot being stated in the books.
It seems fairly certain, however, tbat the debentures of the
British Columbia Securities, Limited, amnotnting ta $64aooo,
corne under this category..

Scotch Money was inv.sted.
3. The Edinburgh agents of the company have sent approx-

imately $6go,ooe for investneint. 0f this amounit about
$145,ooo bas flot been invested. The clirectors attempted
ta earmark certain securities on their behaîf on October 26,
1914, but I have been ïnstructed by my solicitors ta disre-
gard this earmarkiing meantime. The balance of the moneys
sent by the Edinburgh agents appear ta have been properly
invested, but I have not had time ta appraise their securi-
tics. It should be stated that the campany were allawed six
months in which ta find an investment for moneys rernitted
by the agents, and that practically no investmnents af these
maoneys bave been«made by the company in the six months
prier ta the.death of the late managiing director.
Sorne More Exemples.

4. A client sent $85,381.25 for investment ini a speciflc
securitv. As tbis meney went into the company's banik ac-
count and the investment was flot made, it would be almost
impossible ta trace the money naw so as ta give the client
a preference.'

5. The campany, while acting as trustee for a certain
company, used over $40,o00 of trust funds for their owa pur-
poses. Failure ta pay aver this money n hen demanded early
in October, 1914, made the situation -acute.

6. Securities which were earmarked far a certain sink-
ing fond were forwarded ta London for disposal.

7. Property was purchased from and paid for to the com-
pany as agents, and in some cases the purchasers have built
their homes, but as the company bas nlot paid over the
maneys received ta the government ta obtain titie, this has
worked a great hardship in very many cases. This is an-
other case where I trust the governiment will see their way
clear ta take the unsold lots as security for what is stili
awing tbem, and issue crown grants for the others, se that
the purchasers, can obtain title ta the land which they have
paid for in fu.
To Keep Comnpany AHve.

The above are only a.few examples of the many cases of
mlisappropriation which bave been discovered. Most of the
cases appear ta have been-attempts ta provide sufficient funds
ta keep the company alive. Tbe complications caused by
manipulations such as these may make it necessary ta have
points settled in the law courts before a final statement can
bie prepared.

The securities b eld by the, Royal Bank of Canada have
been hypathecated chiefly during tIi f ew months prier ta the
deatb of tbe late managîng director. Tbey have a total book
value of ever 81.5oo,ooo against advances by the banik of
approximately $167,427.3s. At the present finie, hawever, il
is impossible for me ta put any value on the reversion ta the
company out of these securities.
Ton Cents on thse Dollar.

The debentures of the B3ritish Columbia Securities, hav-
ing. a face value of $64o,oo, are included in this total, and
as there are prior mortgages on ail the properties supposed
ta be included Wn tbese debentures, I can only value them as
an ordînary dlaim against the company, uwlich I uuderstand
is worth froin le ta 2o cents on the dollar. Other large items
consist cf bonds, stocks and notes of erchard companies,
wfhich at the present time are financially emharrassed, and
rnost cf themn are in default on their bond interest. it may
be Possible tbat'with careful handling some of these securi-
ties rnay be Made gond, but they are unrealizable ait thepre-
sent time. y therefore consider the bank .fully secured, ifnet irnduly preferred, but expect no reversion from these
securities ta the company.

A statement of affairs is sumte herewith as part of
this report. From this statement it will be seen that the
total unsecured liabilities are estimated at 83,000,000 and
that my valuation of the assets, including the bonds deposited
with the government, witbout providing for the exPenses of
liquidation and for the preferred daims, is $985,0o0- 1 wovulj
like ta make it clear that if business conditions improve,
and if the first claimes against many cf the properties caon be
protected, the assets sbould realiie considerably more than
my valuations. The statement is prepared in a formn whicb
shows exactly where the shrinkage has accumred.

'Prospects of D Ividend.
At the date cf my appointment I hoped that we should

be able ta realize $250,000 immediately from the bonds held
by tbe government for the depositors 'and creditors. Ap-
parently this will not be paid lxi the near future, as the bond-
ing companies are disputing liability. There is also a legal
battle over the late Mr. Arnold's life insuraïnce, so that mean-,
time the most easily realized asset is the un-paid calîs on the
shares, which bave a bock value cf $8i,ogo, which, roughly
speaking, should be worth $ 100,00. Unless this amnount is
called up, the permanent liqu.idator will be left with no ready
cash ta disburse nový or lin the near future ta the" depositors
and creditors, and will possibly be in the awkward position
cf being uinable ta find enougb money te meet the immediate
casts cf the liquidation.

As pravisianial liquidator 1 do net consider it my duty
ta go inta the question cf who is responsible, for the present
position. A full investigation into this question will rno doubt
bie made hy the permanent liquidater.

In conclusion, I consider it orily. fair ta the Province cf
British Columbia in particular, and te the, Dominion cf Can-
ada in general ta state that fromi my investigations up te
date, it is amply proven ta me that the present position of
the Dominion Trust Company was bound to happen sooner
or later, and that the presenlt financial, stringency caused by
the war mierely accelerated the climax.

I reccmmend, that Messrs. Marwick, Mitchell, Peat and
Company be retained ta continue their investigations as they
have now got the work well under way.

You.rs truly,
(SÎgned) C. R. DRAYTON,

Provisional Liquidator.

APPROXIMATE STATEMENT 0F AFFAIRS 0F
DOMINION TRUST COMPANY.

As at October 20, 1914, (date o? lIquidation).

ASSETS.
Book, Value ltatimated

(Net) tu ResUsz.
Cash on hand and In banks ....................... * 18,587.35 $ 18,567.3Claim againat' Provincial Goveroment of Britiaû

Columibia on behaif of Depouitors and Creditors . .. .20,W0Calla on shares unpald................... ..... '*11.9.0O 0,00o.00ACCaOU ts Recelvable. . ... ................. ý.......2,81.78 io,om.00Balances due by Clients, Estâtes and Trusts .......... 971,06.96 294,048.62Loans ................. ............... 1,94,488,96 11,M0Sharea in Other Campantes.. ................... 05284.36 470'J090Bonds and fletentures............ .. 1.........42918.65 4,100.00R4UIty in OMfce Premiseea............... ..... ....... 441,881,91 100,000:0British Canadian Securities Limlled-
Shares and Advances (mot încluding Debentures
$640,000.M0 hypotheted tn Royal Bank of Canada>. , 91,704.2 38.000.0Reversion from Securities hypothecated ta Banik of
Scotland 1180 111.0Reverston fromn Seurities h'ýyPath'cst'ed ta 'R'o'yal Banke 3,0.2 1103
of Canada ... __............ ....................... 385f,450.66

Organisation Expenqs, etc.................... 72,33.59

Total Aaçets ......................... *5752,3.9 #9115.715i 97

Ded uct-
Preferred chusrn fo,' Ralaries and wages, Per contra

Net Pree Assetq available for distributon among un-
Secured creditors of *3.0,000.00 wlthout providing
for the exrpenses of liquidation.................... $970,71&.97

B3Xpected
Prefrre'-.Book Value, ta ranie.

Salaries and Wages; ta the date of liquidation <cati-
matéd). Deducted froni ssets.... ....... -....... 8 là,04o.o

Fully Secured <deducted Ponam saeta)-
Mortgaeo nOffice Premigsa.........._. ........... 22ç000,00
Royal Banke of Canada ...... ....... .............. 167,427M5
Banke cf S',otland..................... ........ 8909

*401,271.38
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