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i. That the moneys were to be invested. in or loaned upon
sucli securities as the trust company should deema safe and
advantageous, to be taken in the namne of the trust comn-
pany, but to be held by the trust company as trustee for the
depositor.
Pay oni Demiand.

2. That the trust company should guarantee the repay-
ment of the above mentioned sums upon demand, or upon
fifteen days' notice at the option of the trust company, to-
gether with interest on the said soins at the rate Of 4 per cent.
per annum, etc.

It should be stated that there was carmarked by memori-
andum in the books of the company a sufficient amount of
securities to cover the balance of deposits and uninvested
trust funds in the hands of the company. In this earmark-
ing, however, the specific securities supposed to be earmarked
were not 'mentioned. In fact when the company's liabilities
became pressing some of the securities supposedly earmarked
on the books for the deposits, and uninvested trust funds,
were hvpothecated to the Royal B3ank for advances. As I am
advised by my solicitors that it is ver-y doubtful whether
this earmarking will stand, I have disregarded it altogether.
Cannot Pay Depositors.

Under their Dominion charter the company were obliged
to subrait annually tn, the minister of finance, a statement
setting forth the assets, and liabilities of the company and
the trust property heid by it, mnade up to December 31st, in
each 'year. Under the Trust Companies Regulation.ý Act of
British Columbia, r1911, the company had to forward to the
minister of finance quarterly a report setting out ail the
assets and liabilities of the compauy and other statements
giving details of certain of the items. Both the Dominion
and the British Columbia Provincial Governments were there-
fore aware that this company was carrying a large amount of
deposits.

The goverunent has made a formai demand upon tue as
provisional liquidator to pny off the depositors, which, of
course, it is impossible for me to do, and they are therefore
cailing upon the bonding company to pay them the sutu of
$200.000, the amount of the bond. I am informed that the
bonding company disputes the liabiiity, and there will posý-
sibly be a long drawn out lawsuit, probably going to the Privy
Council. I have interviewed the premier and attorney-geueral
of British Columbia, and have tried to make thetu see the
situation in the saine light as I do, nameiy, that as the Do-
minion and British Columbia Governments knew that deposits
sbould neyer have been taken, and as they were aware this
was being violated, 1 think they should reimbur$e ail depositors
with the exception of the directors 'of the company. If the
government do nlot do this, the question will arise as to
wbether the deposits taken on and after january ist, 1013.
will have any standing at aIl.

Nlighty 8pulatvo Asset8.
Passing now to the second cause of the liquidation, the

învestment by the company in highly speculative assets and
in the shares and bonds of highlv speculative comipanies, I
would mention the following accounts, and the iuterest of the
coxnpany in eacb:

Approximate Interest.
British Canadian Securities, Limited........$,23,74-72
Western Canada City Properties, Limited ... 339,232.34
Alvo von Alvensleben, Limited................528,48319
Syndicate No. 8, W, R. Arnold ............ 392,664.35
Central Okanagan Lands, Limited; Colum bia

Valley Orchards, Limited; Seymuour Atm
Estates, Limited............**...........870,959.56

Vancouver Industrial Sites, Limited............46,719-S9

Grand total ........................... 3,409,763.75

In addition io the above amounts, there 'are large' con-
tingent liabilities, for example, Alvo von Alvensleben, $514e-
421,68.

I.oans Should Net Have Seen Made.
.I my opinion, not one of the above loans or advances

were such as should have been made by a trust company. In
addition to these advances, many of the above companies
also received substantial advances frotu the British Columbia

- Securities, Lirnited. AIl of the accounts had suail bie-
gIinigs, but further advances were required from time to

time to protect the company's security, and at the present
time the finances of nearly ail of these companies are in a
very bail shiape. The advances to the British Columbia Se-
curîties are madle up as follows:
Stock which is now val-ueless (being ahl the shares

of the company except 17 shares held by the
directors)...........................$ 248,300-00

Debentures, security for which, in my opinion, is
vaiueless, and for which the company will
tank as ordinary creditors in the liquidation
of the British Columbia Securities, Limited. 640,0o0.00

Advances for whîch no security is heid .... 343,404.72

$ 1,231,704-72

Rank as Ordlnary Cre«ttrs.
The company will tank as ordinary creditors for the de-

bentures and advances, amounting to $983,404.72, wbicb may
only psy between ten to twenty cents on the dollar. Many of
the other companies are in bad fluancial condition, aud will
require careful handling if the company's security is to be
protected. tinder present conditions it is impossible to realize
anything frotu sucli securities, and while they may be of
some value ultimately, 1 have put no value on them in thse
statement now stlbmîtted.

As many of these securities have oniy what I termi cthink
equities," their value depends largely on whether the first
charges can be protected, aud there will also arise the question
in a great many cases wbetber, even if they can be protected,
it would be wise for the liquidatoir to do so. To give oe
example, the company owns a property wbere, there is a ftrst
mortgage of $50,000 on the wbole of it.
Monoy Sent, But Mortgago U npald.

A client sent to the company $5o,ooo to place on first
mortgage, whicb sum was placed onthis property, but thse
first mortgage was flot paid off. The client bas, therefore, a
second mortgage of $5o,o(o, making a total of $ xoo,ooo prier
dlaims against part of this property. The company have also
started te erect upon'part of this property a building which
now is only partly finisbed, sud upon which there are me-
cbanics' liens of about $7,00. It requires about $ 13,00o0
te finish the building, yet this property was carried on thse
company's 'books as an asset of $3o,ooo. It is very doubtful,
in my opinion, whether the ýcompany bave any asset at all ir
this property.

No Separate Trust Account.
The third cause of liquidatio, stated above was the

absence of a separate trust accounit for trust moneys in the
hands of the company uhich were uninvested. At the date
of the death of *the late managing director there were lu thse
bauds of the comparny uniuvested trust funds and clients'
aind agelncy moneys amatunting te over $î ,ooo,ooo. This
figure does flot include deposits, wbich, at that date, aise.
amounted to over *900,000. Iu this connection is it note>-
wvorthy that the first item of business at meetings of the ad-
visory committee of directors always was the receipt of a
report by the secretary showing the batik balances.

No mention is macle in tbe minutes, bowever, of thse
balance of uninvestcd trust funds on baud. It ïs, therefore,
evident that trust aud clients' funds were used for the pur-
poses of thse company, snd I think it is safe to state that iu
receut years tbese moneys were used te keep the subsidiary
aud allied companies alive. It is impossible to go very
fully into this phase of the situation with the incomplete in-
formation wbich I have at baud, but this, feature will be fully
brought out in thse final report of the auditors.

Misappropriatlen of Funds.
The foitrtb cause of the pereseut position was ststed te,

be the misappropiition of trust funds and securities and thse
inabilitv of the company to baind over trust funds wben de-
manded. .In -Adition to the trust funds mentioued above as
uniiivested, tise compauy bas made a large number of iuvest-
ments on behaîf of clients wbich are contrary te their specific
instructions, kn the event of loss thse company will be re-
spousible and I expect dlaimas against thse company arising
itn this way v. i amnount to a cousiderable figure. 'The cern-
pa.nv have also disregarded thse f act that securitieýs were ear-
marked or beld in trust and bave eitber bypothecated or sold
theru te other parties. This is a feature tissu cannot be fully
discussed until thse suditors bave completed their investi-
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