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Drayton Report on Dominion Trust Company
Vancouver, B. C., Company, conditlenvl upon tho assumption by the net do thls, the question will arise an to wheth&r

December ath. 1914. new Company of the obligatione and liabilities of the deposits taken on and after January 1, 191S,

these, comparriea. The charter gave no power to will have any st&nd-irýZ ut &Il.

Te the Credýitore, Contributorles and Shareboldem take deposits, and, in f&ot, stated that nerhing in

Dominion Truet Company in Liquidation. the A-Dt shauld be conotrued to authorize the Coin-

pany te engage ln the business of bankIng. 11. Passing now to 'the second cauee of the d1quide.-

dOn October 27th, 1914, a petition for the wind. 
ýtion, the investment by the Company ln h.ghly

powera by the Dominion Chexter were largely con- speculative assets and in the shares and bonds of

kng-up f the, Dominion Trust Company wax fined to those of recelving money ln trust for highly apeculative companles, I would ment

presont.d* and n ex parte order for my appont- 
Ion the

investment on firgt mortgage on Improved free- foilowing accounts, and the Interest of the Com-

ment as ProvIcional Liquidater was made. My holà property in Dorainion, Frov.ncial, Municipal pany in each:-

appoint-ment gave me practically no powers or Sehocl Bonds, or ln securlties authorized by the

except to take possession of the property, docu- terme of the trust 'HDwever, en March let, 1913, Name. Alyproxfmaýte Int.

M-ents and securities of the Company. On Novem- the Legiel-ature of the Province of British Colum- British Canadlan Securitie;s, Ltd. ... .$1,231,704.72

ber 9th, 1914, however. a winding-up order was bia paeeed an Act ratifyIng the agretaient to take western Canada City Propert.es, Ltd. 339,232,34

granted by the Court under the Dominion Winding- over the property and righte of the old Company, Alvo von Alveneleben, Ltd . .......... 628,483.19

up Act, and 1 was appointed Provinicynai LiQu.dator and ut the same time 1>rofeegliig to give tu the Syndicat-& No. 8-W. R. Arnold, ...... 392,664.35

witàà limited power,». By thst order 1 was Gon-,pany the power exPressly refus,ýd tu It by the Central Okanagan Landa, Ltd.-Colum-

authorized tu employ, and did empley, the f4rin of Dominion Parifament, namely, the jeower to take bla Valley Orchards, Ltd.-Seymour

Marwick, Mitchell, Peat & Co.. Chartered Ac- depeaits. (in March 4th, 1914, the eame Legisla- ATrn Estates, Ltd . ................. 870,959,66

counta tu. te Malte a complets investigation and ture repealed the last-name>d power. Vancouver Industrial Sites, Lte ....... 46,7l9ý59

reportnon the affaira of the Company. They

Imýrnedletely began their work bore, and gave The next Act affe0tin-g thiR Company was the Grand Total ...................... $3,409,763ý76

Instruct.ona te theLr vartous branches te take up "Trust Companies Act," puned by the Province of In addition te the above amourita, there are large

the work et the branches of the Dominion Trust British Columbia on March 4, 1914. This Act ntingent liabilities; for example, Alvu, von AI-
Gonnpony. The whole work la now well ln hand. allowed compantes doing a trust business eighteen Co

OwIng tu the large number of adjustruenta required menthe from. the Passing of the Act n which to, verraleben, $514,421.68.

ln the books at the Head Office and Vancouver 
in my opinion net one Of the above kxms or

comply vplth ite provisions and to apply for regie-

Branch. and tu, Ühe lirait me ait thair disposai, tration thereunder. lie provisions regardIng the advanceu were such as should have been mode by a
edUrtýa trtiot Company. In add-it5on te, these Investrnents

they have netùrâ2ly been ble to prepaxe final Management and inventrnent of moneys received. on

figures as Ootober 26th, 1914, the date of the depoelt were very stringent. Ali moirleye recelved Many of the ýabove coinýpan-leB aloo recelved sub-

w1mIng-Up. ut I have. however, obtained an ap- on deposit bad to be kept separate front the Com- stant.al advances from the B. C. Securities, Ltd,

Ali of the acecunts, hed umall beginttingis, but

ptexdmete etatement of aaaets and ýliabillties which pan'y a own funds and ln a eeparate department, further adviances were requIred from time te time

I present horewIth. and ail inveatments of the moneya deposited had tu prote-et the Company'u security, and ait the
As tlie rarnIficatons to be kept eeparate and distinct froin the general prescrit time the finances of nearly ail of these

of the Company wore very buzIn-ez» of the Company. The Act aise requIred

large, and the persans and intereste affected by every trust Company tu have on hand an a reserve cornpanies are ln very bad ahape.

the Companyes fallure very numerous and w.de- ln lawful money of the Dominion of Canada at The Investment in -the B. C. !Sec-uritiea lu made up

apread, it bas been neceosary for nie tu, attend least twenty-flve par cent. of &1,1 such depocits as follows:-
personally te a «-reat deal of the detail work, and recelved by the Oompany whlch were withdraw- Stock which lu now va-luelegs (being all

impossible for me, therefore, co Malte a complets able on demand. The Act aluo reqUired that nu the shareâ of the Company except 17

valuation of the C&rnpany's, properties and securi- company ehou«:d curry on a trust business ln the shares held hy the directora) .... . ... $ 2 4 8,3 0,0.0 0

tien, and glve a full report an te the exact position ProvInce of British Celumbla after Ju-ly 1, 1U4, Debentures, aecurity for wh.ch ln My

of there. Many of their Investiments axe outuid-) unle*s It had depo*lted with the M.nlzter of opInion la valueless, and for which

of Vancouver, amd lit would require a few months Finance and Agriculture a depoait of net leu t-han the Company will runk as ordinary

te Inspect thern and get an absolutely correct $25,00,0.Oe nor more than $200,000.00, as the In-

valuation. However, as before my appo.ntment 1 
creditors in the liquidation of the

apector of Trust Companles may front time tu B. Q SecuritiM Ltd ............... 640,000.00

wu# mure or less faralliax wtth quite a number of time require. In accordance with ithls provision, Advances for wh4oh no zacurlty du held 843.404.72

thelr Investiments, I have been able, In the short a bond of the RailwaY Paasengers Aziçurance Com-

time et My digvosal, to approximate more or less pany, daied May 29, 1914, for $200,000, and a bond $1,231,704.72

closely the value of nome of the more Important of the London Guarantee and Accident Company,

of the propertieu and zecurities. This al)prox.niate LImited. Of London. ]Dngland, detod April 30, 1913, The Company will rank su ordjuary credýtors for

valwat],on will be fùun& ln the statement siibnilttea fer $50,ODO, were depoie.ted with the Minister 0 the debentures and advanýces, amountln.g to $988,-

herevpith. Finaince and Agriculture. No application, how- 404.72, which may onIy pay between ten to twenty

The direct causes of the liquidation, no far au .1 ever, wan made by the Company for regIztretion cents on the dollar. Many of the other companlea

have been able te ascertain, May b-e ahortly etuted under the Act, no that the provWonaiýOf the Act axe In bail financial condition, and will reQuire

regarding the management Of dopez te did, not carefui handling if the (lompany's security la te

apply. be protected. Under present conddtions dit a frappe-

1. The fact that ln violation of lis POwerg the sIble te realize amythJng from sueh eecurýiIeà, and

Company recelved dep«Aji and kept in band litlle 'The new Company lenued a pans book tu deposit- while they may bc of #orne value ultimately, 1 have

1 Ors, ln the front of which was an agre.-ment put no value on them In the statement now eub-
or no liquId amets w1th which co meet a possibe between the Company and the registered owmer of Mitted.
run. ' the pase book, calle-d 'ýthe depos.tor," wherein the

2. The fact th4vt nieneys la band, both trust Co>mpany acknowledged tu have recelved from. the -AU M«nY of theue securitles have only what I

moneya and the Companym own muneys, ware in- depoottor the aurris entered therein in trust for term 'ýthlnk equltles," their Value dePenda large1Y

veivted, net as required b3r the provisions of lits Investinent on accourit Of the deposItor, same of on whether the first charges can, be protected, and

charter, but ln hivhly »PeculatIve aàwetit and in the conditions menticried being air foilows- there w-Il aime arlze the question ln a great many

the sharea or bondis of blghlY OPecul&tive OOM- 
cases whether, even If they eau be proteoted, it

paniez, where more and More advances were noces- 1. That the moneye were t'O be Inveeted In or would be wiwe for the liquidator tu do no, Te glve

bary tu protect the coinpany,$ 4MCWLty- loaned upon oueh securit4ea as the Trust Company one example; The COMPany owns, a, property

ohould deem safe and advantageous, te be taken ln where there la a fiTRt =Çrtgago Of $50.000,00 on the

the naintes of the Trust Company, but to be, held by whole of Il. A client sent to the Company $50.OW

S. Tbe l'set Mial moneya entrueted for InVent- 
Affl)

ment were not ke>Pt »eParate, nor ln a. separate the Tru»t COMPunY as truetee fýor the depooltor. te place on firet mortgage, whieh aura wau placed

bank accouat, aithough the Companya charter 
on this Vr0p&rtyý -but the firut hwrtinge was net

2. That the Trust Company éhould guarantee the pafd ofr. The client bas tlerefore a second mort-

required th-le te be dons. At the date of liquida- repsyment -of the above-mentloned surnit upon de- g&ge, of $&O.OH.U, Tnumn-g a total of $I00,00Gý00

tien the Cornipauy had under ite control trust mand, or upon fifteen daysI not1ce ut the opt-on of Prior elaima aga.n»t part of this proPerty. Tho

moneys amounting te between four and Clve million the Trust Company, together w.th Intere*t on the C50MPRIkY have alac, started te erect upon part of

dollara. Part of thle w« 4alwaYs unnvented, and Oald uums ut the rate of 4 per cent. per annum, etc. this property a building WhIch now la only partly

alwayu carrIed. in -the conmmnyla balik aocount finlahed, and Upon WhIch there are inecliantes-

mixed wit,11 lits oWn mon ey. and often, If net al- It ahould be sitated thut -there wu@ earmarked by liens of about $7,00.00. It requires about $18,0,00
waya, deait with sa If It were lie oW= MoneY. MeMorandum in the bcooks of the Company a suff4-

Clent amOunIt of securities -te cover to finish the butMinig, yet this proýp&rty wal carried,

appropriation of the balance of on the Company's booka sa an asset of lgo.000.()O,
4. The ftet of the =10 trust and depoulte and uninvegted trust lunds ln the hands of

other securities. This apfflirs to have -been a valln the Company. In this earmarking, It le very doubtiul, in my op rr.jen, w.hether the
however, the Company have eny aftzet et «Il In thi» property.

abtemgt te gave the oitu&t.,on, and h" been Most &Declflo ocCurities OUPposeil te be earmiLrkad were
noticeable during the few menths prier te liquida- net mentloned. In fact, when the Companym The third muse Of ll"ldatlon *tated above wau,

tion. The Inability Of the Comnqany te band over 11ahilit.es became pressing nome of the aecuii;tleg, the absence el ;& seVerate trust accouut for trugt

truet funde ýwhen deciauded rendored the oltuàLtion SUPPO$e,ýIIY e&rM«rked on the books fer the depoÈte moneys In the handu of the Company which were

acute. and uninvested trust funds, were hypothecated te uninveâted. At the date of the death Of the lote

aura up -the situation, the Company georne tho Royal Bank for advances, Au 1 am advJaed by man«glnt dttecter there were In the hands of the

te 'have dune Most things that & Trust Company MY 6011citOM that It te VoTY doubtful whether thls Comparry unJnvested trUât fumft and clients? il

eBrnlarkdng wle stand, 1 have dWressrded it site- &gerkey mens" amouutIng ýto over $jý040,00 an

ehould net do, and thils Company luid no power cethýer. 
0.00.

te do, and rew thinge that & Tiruat Company chould This figure does net include deýposftm, whýcb, et that
date 01*0 &MOUIlted ta over $9ù0ý0@0.0« In t.hig

do. 11mder their DomtMon Charter the Company
were oblig d te joubin.t annually -to thet Mjnl&ter or cýOnnectiOn Il La in-oteworthy that the tirait Itern -of

Before dealin« wkth the above causer ln detttil e business ut Meetings of the adviaory Comrojttee of

1 would jike te atate that, In my opInIOný the INnance a statement settilig forth the amen and directiors alwaya waa the reeelPt of a report by the 5,
liabIlItlea of the Company and tho trust property aocretory ahowlng the bank baitn-ces. No mention

extraordIne.ry Condition» prevanLng today on ac- he)d by It, M&de UV to December 31in In eaeh year, Io made in the minutes, h
clourit of the w4r should not have contrlbuted very 

however, of t e balance of

=Stersally -te the downfiýIL 01 the Comparry. Under the Trust CýompiLnieW RegUlat4on Act of unJnve@tLd trust funde on band, XI
since British Cýolurncbla, 1911, la therefore

Augurt 1. 1914 practleilly no tunds have been the Company had te fur- evident th«t trutt and ClientiW funda were Used r
ward te the Ulninter of Finance luarterly a report fe

recelve from týe Old Country ter lwve»t4nent, oo he DUrDo»" Of the CýoMpany, and 1 think It J» aafe
oettint out &14 the *mets and liab Itlez ut the com- l'O state that ln recent years thons moneys were ýe

that the Company have had no zie"e mince that
their own t au they Dony and Other let8temontu glvlng details of certain u6ed te keep the aubsid4at-y &M &II

d"e tu reptenieh bank acoeun' 
led 'Companles h>

had dons In the P"t Th-la naturally holPed te Of the tteTnlg- BOLVII the Dominion and the BrItiah &Iive. It la ImPoutble te go very fUlly in-to thié

vtew or the tact CulumbM Provincial Gcv8rnment» were, therefore, phaze of the a tuatlon with the %.

make the tUuat4on acute, and in &WRre that thlz Company wa, _rry, ng a lerige tien ýfrhIch 1 have et band, -but Ind2iOmPlete Informa . .... ...

that the situation wu» bound tu 49POW worte BD qAnount of depoeta thle feature wj1j be

long Ou the L'empany was managed as St had been, fUllY brought out in the rffltt Of the aUdltorg.

the war wait probably a blessing in dàng,,udse for the 'MO GýOvUTÉment ]las Made a formal dtmand Upon The fourth cauge of the prenant position ws,
Dom4niolà Truet Company. me as P70vlsi0mi liQui"tor to PaY Off the deposit- Stated tO ho the migappropriation of trust funda a

Retmiainc te th fir»t oeuse of the liquidation, DM Wh1ehl Of COUMOI It 111 trADOMiblle fer Me lto, dO, and »ecurltier "d the inablisty of th@ Conlo«ny to t, ,
and tbey are theret"e mjllng Upen the bondjng band over trust fumg when jemamed. in ad'u-

the takfus et a large amouat of depogits with. no cgmPâuy to puy them the sum Of $200.0,00.00, the tien te thé trust fiands mentloned
liquW sesatm, 1 would Mke tu mute thait in my amount of the bond. 1 am lnformed thet the bond- above SA un:n, ý4

opinion the depositers have le A very lexge extent verted, the Company t," Mude , large number of

Ing Company dimputee the ii«bdllty. am there 
rýý

heen vletlmized. The old C*mp«*yý the Dorn.nion wil 1 Invmtmente on h&hajt of clients Whjh are con-

Truat eomapîLn7, Limfted, which wiao Incoeperated poà«b,],y be a long-drawnout I&wguit, probubly, trRry te tbolt, Opeolfic instruCtians, la the event

by, lettors petezFt 14 the ProvImce a »rUiah Colum- soins tu t'ho PrWy Couzif4L 1 have Interviewed the of le- the comoany Will be responafflo, and
Prémiér and of Dritieh (3olurnbla, expect elaime affainet the Co sxhan'g lm ttkIs

bIS, oub*equentlY conti't=" and extended by and have tried to m"e thèm see the situation 1, In
ChaPtem 69 of th* gt&tlgeg of liffl of Britiah th&l $&in» Uht « 1 do, Vjzý, tUt &« the Dominion way W111 amount te a 'Conr.ý%.e figure. Tho

COMPAZIY have alffl ditruardtd the fact jhat ff4ý
Ck>lumblt, appl$ed, for am recelved a Dominion and lpQVinojâI1ý ckpvernmen" kftOw t"t dep=IU ourlties wore earmarlted or hela in trubt, and have
chêrttS ti th nm>mhl4on Truet cl>mpany Oh-01114 hever have been 4&ken,
Oh èbýgrgor "vu the new com- and « they wom ettber hypotheemed or md>ld the= tg Othel. partýme

gaftY poWer ta 0,1-,QuWe the bUoint" of ths old &WATe thi-0 'Was bO'ng vi*)&t" 1 ibhtuk they should Th'» 10 IR f0eture that Sulot be ful;y djeugt*4
r«Zmýlný &Il depotitere with the exception of the %Mtu 'the atuutoro bava empl:tbd thelr lav" .

f"MVUIU'F. "d of the et Camda Trofta directort et the bompaby, XI the Govellunentu do tlol% but 1 =y azy mémum tbut Ouffl 0


