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The Honourable Cmarres A. Dunning, M.P.,
Minister of Finance, .
Ottawa.

S1r,—1 have the honour to submit my third Annual Report on the ad-
ministration of the Bankruptey Act during the year ending December 31, 1935.

I have endeavoured to make this report as informative as possible in the
hope that it may continue to serve not only as a record but also as material
for the study of an important aspect of our economic activities. With this in
view the tables comprising the Appendix have been revised and rearranged
to some extent and a number of new tables, dealing with different phases of
bankruptey administration with regard to which authoritative information has not
hitherto been available, have been added.

Yours very truly,

. | W..J. REILLEY,
' ‘Superintendent of Bankruptcy.

Orrawa, June 24, 1936
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ANNUAL REPORT OF THE SUPERINTENDEN'I
OF BANKRUPTCY FOR THE CALENDAR YEAR 1935

- For an outline of the background of the legislation introducing The Bank-
ruptcy Act Amendment Act, 1932, which by proclamation came into effect on
December 1, 1932, readers of this report are referred to the Annual Report for
the Calendar Year 1934. The report for 1934 also contains brief accounts of the
methods adopted for-the bonding of trustees, for the progressive supelmsmn of
estates and other relevant sub] ects not, dealt with in the- present repmt

1. APPOINTMENTS UNDER THE BANKRUPTCY ACT
(a) OrriciaL RECEIVERS

Donald F. MacLaren, Hsq., Barrister, Barrie, appointed Official Recelver for

~ Bankruptey Division No. 3, Ontauo vice John MecKay; resigned. (P.C. 719.

March 25, 1935.)

I‘1edeuck James Albro Hall, Esq., Local Reglstlal of the Supleme Coult
Pete1boroue;h, appointed Ofﬁmal Recelve1 for ‘Bankruptey Division No. 10,

" Ontario, vice George J. Sherry, deceased. (P.C. 1223. May 9, 1935.)

Charles-Emile Bachand, Esq., Prothonotary of the. Supeum Court, Sher-

- brooke, Division No. 4 (St. Flangms -Bedford) Quebec, vice Leonard and Ba-

chand, Ml John Leonard having died 1st May, 1935. (P.C: 1258. May 15,1935.)
Albert Desilets, Esq., K.C., Sherbrooke, appointed Official Receiver for

- Bankruptey Division No. 4 (St. Flangms—Bedfmd) Quebee, to act with Charles-

Emlie Ba)clmnd under the ﬁlm name of Bachand and Desilets. (P.C. 1746 June
26, 1935

Alexander Douglas Muggah, Dsq, Prothonotary of the Supreme Court, Syd-
ney, appointed Official Receiver for Bankiuptey Division No. 3, Nova Sco’ma,
vice Henry F. Muggah, resigned. (P.C. 1997. July 16, 1935.)

James Kenneth MacLennan, Esq., Barrister, Sudbmy, appointed Official
Receiver for Bankruptecy Division No. 2,  Ontario, v1ce Alexander H. Bea’oh

- resigned. (P.C. 2881. Septembel 14 1935)

(b) REGISTRAR N BANKRUPTCY AND TAXING OFFICER :
Alexander Douglas Muggah, Esq., Prothonotary of the.Supreme Court,

" Sydney, appointed by the Honomable Chief Justice of the Supreme Court of
. Nova Scotia to be Registrar in Bankruptey for the Counties of Cape Breton,

Richmond, Inverness and Victoria, August 15, 1935, in‘ the place and stead of
Henry F. Muggah, 1851gned also to be Ta*(lng Ofﬁce1 unde1 the Bankluptcy

- Act.

2. LICENSING AND SUPERVISORY ACTIVITIES -
( ). LICENSING oF TRUSTDES 4

(a) Licences granted for 1935.

Renewal certificates for 1935 were issued to 301 of the 344 t1ustees whose
licences expired on December 31, 1934. In addition, -19- new. licences were
granted during the yezu 1935, blmgmg the total numbel of hcences in force
in 1935 to 320 . T

(b) Licences cancelled in 1985 : :
Three licences were cancelled during the year, owing to the deaths of two

trustees and the wﬂhdmwal from plactme of anotheI
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(e) Renewal of Licences for 1936.

Of the 317 trustees whose licences explred on December 31, 1935, 293 apphed
for certificates of 1enewal for 1936.. 292 apphcatlons for 1enewal have been
granted. : .

(d) Distribution of Licences.

The following table shows the dlstrlbutlon by provinces of ’ohe 292 licences
renewed for 1936. In this table trustees licensed to operate in two or more
provinces are shown only in the province in which their head oiﬁces are
situated:—

Nova Scotia..... 12- Quebeec . 134 Saskatchewan ... b

New Brunswick.. 7 Ontario........ 99 Alberta......... 7
Prince Ed. Island. 2  Manitoba . - '8 ' 'British Columbia. 18

A more accurate picture of the 51tuat10n is given by the table below,
which shows the number of trustees actually licensed to operate in each of
the - provinces. In thls table trustees licenséd to opelate in ‘two- or more
provinees are included in the total for ‘each provinee in which they operate:

Nova Secotia..... 17  Quebec........ 144  Saskatchewan ... 16
. New Brumswick.. 12 Ontario .. ..... 110 Alberta .. ......, '18
‘Prince Ed. Island. 4. Manitoba...... "16  British Columbia.' 24

Nor thwesb Terl itories 1.

The ﬁgules given above, when compal ed with those for the years 1933 and
1934, indicate the reduction that is gradually being made in the number of
licensed, trustees -in accordance with the policy that has been adopted in this
respect and to which a reference was made in my .report for the year 1934.
The number of licences issued for 1933 was 364. This was reduced to 351 in
1934, and to 320 in 1935. These reductions have come about mainly through
the voluntary withdrawal from practice of licencees who found that the amount
of bankruptcy work they received was not sufficient to warrant the renewal of
their licences and qualifying bonds.” In many cases licencees received no appoint-
ments as trustees at all. While the number of licencees has been reduced to more
reasonable proportions (292 at the end of 1935) it is felt that the number of
trustees licensed to operate in the larger centres, notably in Montreal and
Toronto, is still out of ploportlon to the amount of bankruptey work to be
done in these centres. : .

(ii) BANKRUPTCID,S REPORTDD AND EsTATES ADMINISTERED

| New Tstates—
Carried” over from 1934 to 1935 (a,dmlmstratmn not

completed In 1984) .......oeiiriiiririrrerrnneenns 1,545
Reported during 1985......c0viininnilivenn.n, e 1,263
Total new estafes under administration in 1985........ - 2,808

Old Hstates— (in existence prior to 1st December, 1932) ¢
Carried over from 1934 to 1935 (admmlstratlon not

completed in 1934) 1,477
Reported during 1935 ' v .. 343
Total old estates under admmlstratlon in 1935,........ 1,820

Total of all estates under administration in 1985..,.......... 4,628
The 1,198 new estates closed in 1935 represented:
Total liabilities estimated (by debtors) at............ $19,402,471

] Total assets valued (by debtors) at.................. 14,039,847

‘which realized....vvuee e eenn e veierranrennnnnns 2,797,009

Distributed as follows:

. Payments to ereditors.......coveviiiiieiniinneennnns 2,020,868
Payments to debtors in lieu of exemphons ; 12,524
Administrative €0SbS..vusvririniiinin it i, 763,617
Average percentage cost of administration per estate, .

27-3 per cent.

The 428 old estates closed in 1935 represented:
A total realization of....................... reeeaaenn $ 2,684,505
Total administrative costs of ., ...ovvviveenrennnnnnnn. 731,512

Average percentage cost of administration per estate,
27-2 per cent.
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Detailed information regarding the number of bankruptcies by provinges,

" size of estates, realization of assets, administrative costs, ete., will be found in

the tables fonmng the Appendix to 'this report. A spe01a1 effort has been made
to make these tables as informative as possible and with this in view a number
of new tables are published in this report for the first time. These deal with
such matbers as comparative costs for the years 1933, 1934 and 1935. (Table
X): percentage costs of administration by districts (Table XIV): the number
of bankrupteies settled by proposals of composition (Table XVI): apphca‘mons
of debtors for their discharge from bankruptey (Table \VII) and an occupa-
tional classification of debtors (Table XVIII). ’

. There were 1,263 bankluptmes reported in 1935 compaled Cwith 1 411
reported in 1934, a decrease of 148 in 1935. Compalatlve ﬁgules f01 all prov-
1nces f01 the yeals 1933, 1934 and 1935 are as follows :

—. N.8. ’ N.B. lP.E.I. "Que. | Mont. | Ont. ’ Tor. Mau“ Sask. | Alta. |-B.C. | Total
*1033....... |68 | svo| 12 |0 | ese |83 | 180 | 7o |73 | 102 |07 | 2,604
1934........] 42 | ‘34 8 | 365 | 420 | 260 05 | 54 | 31 | a1 53 | l.411
1035........ 36, |- 35 4 | 303 | 490 | 208 | 82 | 31 [ 23 22 | 34 | 1,263

* These ﬁgmes cover the thirteen-month permd from lst December, 1932 (when the Bankwptcy
Act Amendmcnt Act, 1932, came into effeet) to 315t Decembel 1933

These ﬁgules indicate a gradual decrease in the numbel of banklup‘omes
reported during the three year period for all provinces. It will be noted, how-
ever, that the metropolitan area .of Montreal shows a substantial increase in
1935 compared with 1934: .Owing to the importance of Montreal and Toronto
as industrial and commercial ceritres it lias been found desnable to maintain
separate records for each of these cities.

 The numbers of assignments (voluntary ploceedlngs) and receiving orders
(forced bankluptmes) in 1935 were 1,066 and 197 1espect1vely, as compared
with 1,228 and 183 in 1934. In 1935 the percentage of 1ecelvmg orders was
15+6 per cent of the total number of bankruptcies reported; in 1934 it was 13
per cent of: the total. These figures effectively dispel- the populal impression
that the maJonty of debtors are forced into bankrup‘ocy by then‘ cr ed1t01s

(111) CoST or ADMINISTRATION OF ES’I‘A’I‘DS

The analytical statements forming Part II of the Appendix furnish impor-
tant information regarding the cost of the admmls‘ma’mon of the 1,198 estates
closed in 1935.  The information contained in Part III, in which is set forth
the cost of administration according to the size of the estates administered, is
also of value in this regard. A brief comment on these tables may no‘o be ou‘o
of place here.

It will be noted that the avelage cost of admmlstelmg an estate depends
largely upon the size of the estates administered. Certain ‘necessary and un-
avoidable costs, such as the costs of the assignment or receiving order, disburse-
ments incurred in-the conservation and disposal of assets, costs of pr epaung and
mauhng no’mces and statements, and court fees on trustee’s discharge, do. not

" increase in proportion to the value of the assets. These costs fall p10p01t10n—

ately heavier on small estates than on large, and in very small estates they may
absorb most, if not.all, of the proceeds. The assets of bankrupt estates have
in the past four or ﬁve vears fallen off appreeciably to produce a. resulting lower
average in the size of the estates, a fact that cannot be over looked when aver-
age costs are considered. . . .
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The comparative statement of average administrative costs for the years
1933, 1934 and 1935 (Table X) would appear to indicate that these costs have
inereased considerably over this period. However, this is not actually the case.
The figures for 1933 represent 850 estates only of the 2,604 estates which came
into existence in that year, the administration of the remaining 1,754 estates
being carried over into 1934, Similarly, 1,620 only of the 3,165 estates under
administration in 1934 were closed in that year, the balance of 1,545 being car-
ried over into 1935. Of the 2,808 estates under administration in 1935, 1,610
have been carried over into 1936. In other words, the estates closed in 1935
included a proportion of those which came into existence in 1933 and 1934,

and the cost of administering estates must also depend to some extent upon the -

length of time during which the estates are under administration. The delay
in the winding-up of estates is due in many cases to the difficulties encountered
in realizing upon the assets, particularly in cases in which the assets to be dis-
posed of consist of real plopelty

A brief statement of the prineipal items entering mto the cost of admin-
istering bankrupt estates was published in the report for the year 1934, and this
phase of the administration of estates has continued to receive special attention.
Care has been taken to see that the provisions of The Bankruptcy Act regulat-
ing or limiting the remuneration, fees and costs of custodians, trustees, inspect-
ors, solicitors and court officials "have been more closely obselved and that all
such disbursements from estate funds have been properly authonzed Lack of
uniformity in the interpretation and application of the provisions of the Act
dealing with these matters has been mainly responsible for differences in bank-
ruptey costs found to oceur in different bankruptey distriets, and it has conse-
quently been necessary, in dealing with these matters, to distinguish between
cases in which costs are generally above the average and those cases of indi-
vidual estates in which, for some reason, the administrative costs are higher than
usual, In the first categmy of cases—those oceurring in bankruptey distriets
in which the costs allowed are generally higher than elsewhere—the situation
has been discussed with the judges and the officials of the courts with a view to
obtaining a greater degree of uniformity in the interpretation and application of
these special provisions of the Act. These- discussions have already resulted in
an appreciable improvement in the direetion of reduced costs, and it 1s hoped that
with the co-operation of the court officials a still greater deglee of uniformity
may be obtained. In the second class of cases—particular cases in which the
administrative costs seem unusually high—the administration of these estates
has been examined very carefully to determine the reason therefor and particu-
larly whether or nof, the various provisions of the Aet have been properly
observed.. General instructions and .comment on individual cases are given to
trustees on these matters, and it is gratifying to observe that in the majority
of cases they have been calefully noted and put into effeet. The detatled exam-
ination of administrative costs will necessarily continue to be an important phase
of ‘supervision to ensure compliance with-the- provisions of- the Act govelmng
these matters.

The systematic examination of the administration. of individual estates
occasionally reveals the existence of practices contrary to the prineiples govern-
ing the administration of trust funds. In one case where the trustee had assisted
the debtors to prepare and file the assignment it was found that a solicitor’s bill
for costs on an a551gnment was paid by the trustee although the solicitor had
rendered no serviees whatever.. On investigating the matter I have been in-
formed that it is not unusual in that distriet to enter the name of a solicitor on
the deed of assignment and for the solicitor to receive. payment for services
stated to have heen rendered to the. debtor in the preparation and filing of the
assignment although, as a matter of fact, the solicitor- may have rendered no
services and may have had nothing to do with the assignment. The attention
of those concerned having heen called to the impropriety of this practice it is
experted that it will not be continued.

el
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Instances have also been noted of payment of charges obviously in excess
of the limitations placed thereon by the Act. In some of these cases the trustees
had not been present when the bills were taxed, and these were paid, without
further formality, on presentation. In some cases the bills had not even been
taxed. REach of these cases has been carefully examined and the attention of
the trustees directed to the importance of the proper observance of the provi-
sions of the Act governing the employment of solicitors and agents and regu-
lating the amount of the costs that may be paid. Appreciable progress has been
made in this direction and it is hoped that the continuance of these efforts will
result in a better understanding of the economy of the Act and in corresponding .
benefits to the estates. -

Care has been taken to ensure the return to estates of funds rightfully
repayable to them. An example of the services rendered to estates in this way
is that found in the repayment to estates during the past two years of the
unexpired portions of bond of indemnity premiums, which in many cases had
not been reclaimed. By promptly notifying the bonding companies of the term-
ination of the liability the trustees now obtain the refund of the unexpired . por-
tion of the premiums. Refunds have also been obtained in many cases in which
the premiums had been in excess of the rates fixed by the tariff of the Canadian
Casualty Underwriters Association. While the amount of the refund to the in-
dividual estate may not be great, yet the aggregate amount of these refunds
reaches a.substantial figure for all estates in the course of a year.

(iv) OBSERVATIONS ON THE ADMINISTRATION OF HESTATES

As in previous years close- contact has been maintained with all trustees
and with the progress madec in the administration of cach estate. Trustees
have been advised on problems of procedure and have. been aided, wherever
possible, to overcome the difficulties preventing the prompt Wlndmg-up of
estates. In many cases, particularly in the rural distriets, the administration
of estates had been left in suspense because of some technical difficulty which
the trustees had themselves been unable to solve and with regard to which they
were unable, owing to lack of funds, to obtain legal advice. Much success has
been attained in having the administration of many of these estates completed
during the year. With regard to the compar atively large number of estates in
which the bankrupteies took place prior to the coming into effect of The Bank-
ruptcy Act Amendment Act, 1932, and in which the administration has not yet
been completed, I have agam to express my appreciation of the continued co-
operation of tlusteeb court officials and the officers of the bonding companies
who have furnished their assistance in order that these matters may be disposed
of as soon as possible,

One important cause of delay in the winding-up of estates of which trustees
frequently complain arises from. the difficulty in getting solicitors who have
acted for the trustee to have their bills of costs taxed -and submitted. Cases
have been noted in which the taxation of bills of costs has been continually put
off, and the trustees’ repeated requests for the bills to be taxed ignored. There
is vely little excuse for these delays in most casés, and reasonable promptitude

on the part of solicitors in proceeding to the taxation of their costs would materi-
ally assist the trustees and enable them to close the administration of estates
without unnecessary delay on this account.
~ Many delays have been encountered in the admnnbtlatlon of estates, .par—
ticularly in the last five or six years, which are almost entirely unavoidable due
to the very pronounced decrease in the values of assets during this period, more
particularly with respect to real estate. In many cases, it is found that no matter
what the reasonable present value may be it is not saleable at any price.

" Inspectors and creditors are naturally reluctant to allow such assets to be sold .

at the low prices obtainable, and the administration of the estates is continued
in the hope of a recovery in values taking place or of a more reasonable offer
228092
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being received in the meantime: In such circumstances there is little that can
be done, but in cases in which the completion of the administration is likely to
be postponed for any considerable length of time the trustees are advised to
make an interim distribution and proceed to a partial discharge when this can
be done, in order that the creditors may be fully informed of the progress made
and of the cause of the delay in completing the administration.

The continued operation of the debtor’s business by the trustee; in the
hope of selling to better advantage, has been found to result in many cases in
heavy losses to estates, and notwithstanding the experience that has been gained
- in this regard there remains a strong tendency to engage in these operations,
In many of these ventures the operations have had eventually to be abandoned
owing to lack of funds and the remaining assets sold at auction. Cases have been
noted in which immediate realization would have provided for the payment of
a small dividend, and in which through operation losses nothing whatever has
been left for the creditors. I have consistently advised trustees not to recom-
mend the continuance of the business of a debtor unless there is a reasonable
assurance of an early sale being made or that the business will not have to be
operated at a loss. However, the prospect of ultimately disposing of the estate
as a going concern is often sufficient to induce the creditors to take these risks
without due consideration having been given to the elementary principles just
mentioned.

An appreciable variation is noted in the length of time taken in different
parts of the Dominion to wind up an estate. This is due, apparently, not only
to different economic conditions but also, at least in part, to a different concep-
tion of credit values. Accounts receivable which would ordinarily be abandoned
in Montreal or Toronto in-a year or two appear to be regarded as collectable in
the western provinces at the end of four or five years, and the estates are kept
open as long as there is a possibility of further collections being made. In other
words, there seems to be a greater desire in the central and eastern provinces to
have the assets of the debtor promptly liquidated and disposed of, and for all
concerned to begin over again.

The attention of trustees has been particularly directed to the necessity of a
strict observance of the provisions of the Act with respect to the handling- of
estate funds. Section 50, which provides that “ the trustee shall deposit in a
chartered bank the proceeds of the sale of the property of the estate . . . and
all other moneys realized on account of any trust estate which he 1s administering
under the Act. . ... ... 7 clearly indicates the intention that a separate trust
account shall be maintained in a chartered bank for each bankrupt estate, and
that the maintenance of a “ general” trust account, in which the funds of a
number of estates are pooled, is not a proper compliance with these provisions.
It was found during the past year that the general instructions given to trustecs
in this regard in May, 1933 (Circular Memorandum No. 1) had not been observed
in all cases and corrective action had to be taken in those instances which came
ander observation, )

The present supervisory system is designed to follow the progress of each
estate from thé time the assignment or receiving order is made through the various
stages of the administration, to the final winding-up and discharge of the trustee
and of the debtor. It is instrumental in'securing in a reasonably prompt and
business-like way the realization of the goods of the debtor and the distribution
of the proceeds thereof among the creditors and, when this has been accomplished,
a proper accounting by the trustee of his charge. The fulfilment of this latter
duty—that of rendering to the court, to the créditors and to the debtor an account
of their stewardship—was probably that most frequently omitted before the

amendments of 1932 came into effect. In a fairly large number of estatbes,

many trustees omitted to have their accounts examined by the court or to make
application for their discharge. All that was done was to mail a final statement
to the creditors but often this formality was also overlooked. In many such
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cases the trustees. were entirely inexperienced. In some of the larger centres,
however; these same duties were being ignored by trustees who were well aware
of their ex1stence Occasionally it would happen that, although the estate had
been honestly administered, the trustee was left without the necessary funds with
which to procure his discharge, but there were also cases in which the trustee did
not dare present his accounts to the examination of a court official. Many grada-
tions and degreeés of negligence or dislionesty lay between these two extremes.
In a few centres an abuse had arisen which had for its special fleld assignments
in bankruptey by wage-earners and salaried persons. In these cases a fee was
collected from the assignor, the assignment was filed and gazetted, and the pro-
ceedings went no further. The debtor gained a brief respite, often illusory, the
tlustee gained his fee, and the creditors, to institute or continue an action, were
put to the expense of obtaining the permission of the bankiuptey court. -

Every effort has been made to curtail these practices since The Bankr uptcy
Act Amendment, 1932, came into effect. Trustees are now expected to carry
forward the adm1n1st1at10n of their estates with due diligence, to pay interim
dividends - whenever possible, to complete the administration -of estates with
reasonable despatch and to proceed promptly to their discharge in all estates.
To prevent undue delay in carrying out the duties imposed upon them by the
Act, and to prevent personal losses on their part, I have consistently advised
them not to accept appointments to estates in which theré are no visible assets
or in which the assets are insufficient to meet the bankruptcy costs, unless these
are paid in advance or guaranteed by a responsible party. I am pleased to
report that I have received the actlvc and almost entire co- operation of the
trustees in these matters.

One of the phases of bankruptey administration to receive special attention

during the year was that dealing with the applications of debtors for their dis-

charge from bankruptey, with regard to which a serious lack of uniformity was
found to exist in various bankruptey districts throughout the Dominion.
Although not directly related to the actual administration  of estates, the diverg-
ency from the prescribed procedure was found to be sufficiently serious to malke
it incumbent upon me to inquire into the matter. In some provinces the
Registrar, in Bankruptey, heard and disposed of all unopposed applications of
debtors for a discharge, notwithstanding the provisions  of bankruptey rule
157(1) by which certain applications are deemed to be opposed applications
within the meaning of section 159(1) (¢), and accordingly could only be heard
by a judge. As the error in procedure had arisen merely through a misconcep—
tion- of these provisions it has been found necessary, i order to correct the
situation, only to bring the matter to the attention of the officials concerned. It
may, however, be a matter of very serious concern to the large number of
debtors who believe that they have been discharged but legally are still
bankrupts.

It was also noted that in many bankluptmeq settled by the debtors sub- -

mitting proposals of composition, extension or scheme of arrangement, it had
been assumed that the debtors were fully dischar ged w1thout further formality,
when the proposal had been accepted by the.creditors and approved by the
court and the terms thereof fulfilled. In each of these cases the trustees have
been advised that approval and payment of the composition does not discharge
the debtor and that in such cases,.unless the composition order annuls the bank-
ruptey or authorized assngnment in accordance with the provisions of section
19(5) it would be necessary that the debtor make an application to the court. f01
his discharge in the usual way.

In some cases, also, the trustees believed themselves to be discharged from
all further duties and obhgatlons with respect to the estate on the approval by
the court of a proposal of composition and fulfilment of the terms thereof. . The
trustees in these cases have been advised that such is not the case, and. that 1t

22809—2}
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is necessary for them to make application for their discharge in each estate in
which they have acted as trustee, notice of the application having duly been
given to each creditor and to the debtor as required. :

(v) CompLaINTs FrRoM CREDITORS AND OTHERS

During the year eighty-six complaints were received as compared with 105
received in 1934 and 134 received during the thirteen-month period ending
December 31, 1933. Of the eighty-six complaints received in 1935 sixty-three
related to estates under the administration of licensed trustees, and twenty-
three to the administration by unlicensed trustees of estates in existence prior
to December 1, 1932. These complaints, however, do not include the innumerable
matters dealt with in the day to day routine of the office. :

Most of the complaints received in 1935 deal with delays in the winding-up
of estates and in the payment of claims. Few have been of a serious character,
many were of minor importance or were found on investigation to be without
real grounds. Creditors whose claims rank in priority to those of ordinary
creditors often feel that they are entitled to payment no matter what the eir-
cumstances of the case may be, and it is difficult for them to understand that
there are other claims which rank in priority to theirs. Numerous complaints
of this kind are received from wage-earner creditors, many of whom are unem-
ployed and who naturally feel that they should receive special consideration in
the distribution of the proceeds of the estates. Unfortunately, so many secured
and preferred claims are by statute allocated before the claims of wage-earners
that the latter are frequently disappointed. It is only fair to say, however, that
in many cases other preferred ereditors such as municipal corporations and the
provincial and Dominion authorities are willing to forego part of the amount
of their claims in order that the wage-earner creditors may share in the dis-
tribution. The trustees of the estates invariably endeavour to bring about
adjustments of this kind wherever possible. ,

Of the few serious complaints received one had reference to an estate in the
hands of a trustee whose licence expired at the end of 1934 and which was then
being definitely wound up. In the two other serious cases the trustees’ licences
were not renewed for 1936. As in previous years a number of letters were
received from debtors complaining of unfair treatment and each of these cases
was carefully investigated. ,

(vi) INVESTIGATIONS

Seven personal investigations were made by members of the staff during

the year following the receipt of complaints from creditors and others. In one -

case the administration of an estate had become involved through the continued
operation of the business by a former director under the supervision of the
trustee. The intervention of this office resulted in the appointment of a new
trustee who has taken the estate in hand with a view to its being wound up as
soon as possible. Another investigation revealed the existence of very unsatis-
factory conditions in the administration of an estate for which the trustee, whose
licence has not been renewed, was found to be responsible. A third investigation
disclosed certain irregularities in the collection of proofs of debt and proxies.
These were reported to the Crown authorities and a prosecution resulted. An
investigation was also made into the validity of certain administrative and legal
costs in an estate. A reference to this matter has already been made on page 8.
The three remaining investigations covered (1) an examination of the records
and accounts of a trustee whose licence expired on December 31, 1934; (2) an
inquiry into the relationship of a trustee with a company in liquidation, in con-
nection with which 'he had been appointed liquidator, and (8) a preliminary
‘mquiry into the delay in the winding up of a certain estate.

(o}
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A number of miscellaneous matters of .a general character were also investi~
gated by the Superintendent or by members of his staff while on business out-
side of Ottawa. Thesc were of lesser importance than the special investigations
referred to above and need not be dealt with particularly. I would again express
my appreciation of the assistance rendered by the officers and personnel of the
Royal Canadian Mounted Police in the more important of these matters.

3. PROSECUTIONS IN BANKRUPTCY MATTERS

In the section of my report, for 1934 on this subject fifty-three cases of
offences in bankruptey matters were discussed, all but eleven of which had then
been closed. TForty-three additional cases, in most of which there are reasonable
grounds for believing that offences have been committed and in all-of which an
investigation of some sort has been made, have since been reported. Thirty-
three of these fifty-four c¢ases have now been closed. . In the remaining twenty-
one- proceedings are pending or contemplated, or the investigations are being
continued.

_The accused were brought to trial in seventeen of the thirty-three cases that
have been- closed. In two the criminal proceeedings were dropped on restitution
or a satisfactory settlement being made. In nine the investigations were- not
proceeded with for various reasons, principally because of insufficient evidence,
lack of funds and reluctance of credjtors to go to further expense. In five the
accused escaped prosecution, temporarily -at least, by absconding.

Convictions were obtained in ten of the seventeen cases brought to trial.
In the remaining seven the accused were acquitted or the complaints were
dismissed. In six of the cases in which convictions were obtained the accused
were sentenced to terms of imprisonment varying from two months to one
vear {(in four of these cases fines varying from two hundred to five hundred
dollars were also imposed) ; in two the sentence of the court was suspended on
partial restitution being made; fines were imposed in the two remaining cases.
Appeals were entered against four of the above convictions but in each case the

conviction was confirmed. No appewl against sentence was enteled in any of

_ the cases reported.

‘The difficulties encount01ed in bankruptcy prosecutions have been the
subject of a special study during the year, the results of which have been sum-
marized and published by a member of the staff in a paper entitled “Criminal
Prosecutions in Bankruptey Matters” which appeared in the April, 1936, number’
of the Canadian Bar Review. The proposed remedies therein cons1deled are
(1) the establishment and maintenance by the various trdde associations of a
central bureau for the investigation of bankruptcy offences and the proseciution
of offenders; (2) the investigation and prosecution of bankruptcy offences by
the proposed Director of Public Prosecutions to be appointed under The Trade
and Industry Comamassion Act, 1935: (3) the extension of the duties- of the
Superintendent of Bankruptcy to include the investigation and prosecution of
bankiuptey offences. In view of the interest taken in this subject by Boards of
Trade, Chambers of Commercé, trade associations and other creditor organ-
izations, all of whom appear to be unanimous in their opinion that the present
niethod of dealing with bankruptey offences is not satisfactory, consider amon of
this subject is entltled to serious study to find a remedy therefor.

4. THE FARMERS’' CREDITORS ARRANGEMENT ACT, 1934

" Sixbty-one assignments were made by farmers under this ‘Act during the
period September 31-December 31, 1934, and two hundred and eighty-five
were made during 1935, bringing’ the total numbet of' assignments for the sixteen
month period ending Decembel 31, 1935, to 346. In addition, two 1ece1v1ng
orders ‘were made against farmers ‘in 1935, Assignments were made only in
those cases in which the farmers were hopelessly insolvent and in’ many cases’
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the assignments followed the Tejection of proposals submitted to the creditors.
Receiving orders are made only in cases in which the farmers have failed to
{glﬁl thettelms of their ploposals as accepted by the 01ed1t01s and approved by
e cour
These 348 estates represented liabilities and assets as estimated by the -
farmers of $3,062,787 and $1,581,505 respectively. Of the 348 farmers who
assigned or were, adjudged bankrupt 102 had made application for their dis-
. charges from bankruptey by the end of December, 1935. FEighty of these
applications were granted unconditionally, -one was demed one was suspended
for a period of one year, two were granted on condition that certain payments
© be made to unsecured creditors, and eighteen had not been disposed of at the
close of the period. Two prosecutions were instituted against farmers who had
failed to disclose all of their assets. In the first case the charges were dis-
roissed as there was some doubt that the accused understood the questions put
to him by the Official Receiver. In the second case the accused was convieted
and fined in the sum of $25.00 and costs or two months’ imprisonment. In both
cases the assets which had not been disclosed were brought into the estates.

Of the 348 estates under administration during this period ninety-four were
completely administered and the trustees released by December 31, 1935. The
total liabilities- and assets. for these ninety-four cases, as estimated by the
farmers on their statements of affairs, amounted to $729,202.51 and $352,029.75
respectively. In all but a few cases the land was repossessed by the mortgagees
or other secured creditors. . In many cases all the available chattels, over and
above the farmers’ statutory exemptions, were also turned over to secured
creditors. Receipts from the sale of assets. over and above the statutory
exemptions of the farmers amounted to $20,041.17 of which the sum of $18,-
311.91 was paid to creditors on account of their claims. Secured and preferred
creditors received $15,560.16; ordinary creditors veceived $2,7561.756. The balance
of $1,729.26 is accounted for as follows: trustees’ disbursements, $1,606.43; levy,
$87.73;. refunds and undistributed assets, $35.10. - In quite a number of these
estates in which there were no assets and consequently no realization the
trustees’ disbursements were paid by the Department. These additional costs
came to $689.13, bringing the total of the trustees’ disbursements for these
ninety-four estates to $2,295.56 or an average of $24.42 for all estates. It should
be noted that this sum of $2,295.56 represents merely the actual dishursements
ineurred by the trustees in the administration of the estates, such as court
fees, postage on notices, fees of inspectors, and travelling expenses. To these
relatively small and incidental disbursements must be added the portion of the
salaries of the official receiver-trustees for the time spent by them on these
assignments, as well as the cost of their office accommodation, stenographic
assistance and stationery, all of which was paid by the Department to the
end of December, 1935, from the appropriation provided for the administration
of the Farmers’ Creditors Arrangement Act.

These figures have no reference to the large number of proposals made by
farmers under the Act during this period of which the documents in 14,429 cases
have been received and recorded as required by the Aet. By close co-operation
these files have been made available to the official of the department immediately
in charge of the administration of the Act for all necessary purposes.

"5. REVENUE AND EXPENDITURES

Detailed statements of the monthly revenues and of expenditures during
1935 are given below.

There has been a substantial decrease in the amount of the levy received
in 1935 compared with the receipts from-the same source which in 1934 amounted
to $26,728.73. This has been due principally to the fact that a considerable
proportion of the levy in 1934 was received from estates in existence prior to
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December 1, 1932, a large number of which were closed in 1934; it is also due
to the smaller number of estates closed in 1935 as well as to the relatively
smaller realization during this year from the assets of estates. The moderate
net deficit resulting from this year's operations is fully covered by the sur-
pluses accrued in 1933 and 1934.

STATEMENT OFF REVENUE—CALENDAR YEAR 1935

1935 Licence Levy Totals
' : Tees :

S cts. $ cts. ‘S ots.

LT L 347 50 1,350 61 1,698 11
Y 03 R e 95 00 1,748 03 1,843 03
5 Y N 25 00 1,171 61 1,196 61
April........... PR 35 00 1,735 19 01,770 19
B 0 O 115 00 1,104 55 1,219 55
June. ¥ ..o e ettt e e, 15 00 1,738 07 1,753 07
3 150 00 1,990 50 2,140 50
August...... e e b niiaeneiieiacesiatteenanensatanatantireniaenonn . .25 00 828 53 8563 53
September....... O P Nil 973 01 §|. 973 01
10 10 7o) o3 P IR 1,150 00 1,458 31 2,608 31
Novemboer............... e e et anaeataaareaaaraiaaaeaara, .. 4,560 00 1,232 77 5,792 77
B LT 11 =S O R 382 50 999 84 1,382 34

6,900 00 [ 16,331 02 23,231 02

STATEMENT OF EXPENDITURE—CALENDAR YEAR 1935

Salaries.................. S P S 23,4060 36 -
Printing and Stationery ... .o i e e - 821 86
B oY S © 351 93
Rent and Maintenance. ... ...t iiiiiiie it e aaniiaaeenaananans 1,929 35,
£ LT LY O e 440 83
Total. cv o Y $ 27,004 33




e
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PART I

THE SUPERINTENDENT OF BANKRUPTCY

BANKRUPTCIES REPORTED IN 1935
TABLE I.—NEW BANKRUPTCIES REPORTED

N.8. | N.B. |P.E‘I. ‘Que

. | M'tl.

| Ont. l Tor.

" Man. 1 Sask.

Alta.

B.C.

l Total -

36, ‘ 35 ‘ 4| 303 ‘ 490

‘ 203 . ] 82.

31 | 23

22

34

1,263

BANKRUPTCIES IN. EXISTDNCL‘ PRIOR.TO 18T DDCDMBDR 1932 (OLD DSTATDD)

_REPORTED
N.S. | N.B. | P.EI| Que. I'M"t'l. - Ont. | Tor. | Man: | Sask. | Alta. | B.C. | Total
16. 4. 0 n| m| s | a1 _ 4 25 63 15 | 343
TOTAL 'OF ALL BANKRUPTCIES REPORTED
N.8. | N.B. P.E.I.| Que. | M'tL | Ont. | Tor. | Man. | Sask. | Alta. | B.C. | Total
52 39 4 | 374 ‘ 561 256 103 | .3 | - 48 85 | 49 1,606
.. TABLE. II—NEW BANKRUPTCIES REPORTED IN 1035
=" 777 IN.SJIN.B.|'P.E.L | Que. [Mont.| Ont. [ Tor. | Man, |Sask. | Alta.| B.C. | Total
Jonuary..........0. 4| 1 o325 |w| 7] 5| 1] of 1 129
February........... 2| -3 . 1| 31 | 46| 14 7 9 2 3 4 122
March,.\ ..o .iaons 3 1 1.( 8 | 37.| 17 | 10 1 3 1 0 104
April..... .00 5 3 0 21 | 41 | 28 9 2 4 b 6 119
May...... i 301 1 (-3 | 8 | 15 2 1 4 2 4 101
June........ e 2 | .4 0| 18 3 |13 | 11 3 1] 2 2 89
July.ooeineneiiin, 1 4 0| 22 | 3 [ 15 5 0 4 4 2 96
August........ JRRUSH IR A Y A 0 | 29 | 35 | 23 7] 2 1 0 1 107
September.......... 2 4 ‘0 19 36 17 b 2 1 0. 4 90
October........ 5 4 0 | 23 | 38 | 12 7 3 0 1 2 95
November.......... 4 1 21 | 52 17 8 2 0 2 5 115
December.......... 2 1 0 21 42 18 4 1 2 2 3 96
Total........... 36 | 35 4 1303 |400 | 208 | 82 | 31 | 23 | 22 | 84 1,263

TABLD IIT—COMPARISON OF THE NUMBER OTF ASSIGNMENTS AND RECEIVING
- ORDERS IN REGARD ‘TO THE TOTAL NUMBER OIF BANKRUPTCIES

Assignments Receiving Orders Totals
Provinee or City -
Numper | Per cent | Number | Per cent | Number | Per cent

Nova Scotia. veeeireeiinereenenenanins. 29 80-6 7 19-4 36 100
New Brunswick....."....colviennnn... 31 88-6 4 11-4 35 100
Prince Bdward Island.................. 4 100 0 0 4 100
QUEDEC. veeveir et rineneeinraaanniaans 27 89-4 32 10-6 303 100
Montreal....oovuuieiiiivinineinnannn... 412 84.1 78 15-9 490 100
[0)137:5 5 T T 175 86-2 28 13-8 203 100
Toronto...vueieeinieneeieeneniiien.. 57 . 69-5 25 30:5 82 100
Manitoba....uueerviviieiernnennronins,. 28 90-3 3 9.7 31 100
Saskatchewan.......................... 18 78-3 5 217 23 100
L o7 7 J P 15 68-2 7 31:8 22 100
British Columbia...............ovueen. 26 76-5 8 23-5 34 100
Total.eviievivinernrnnnnns, 1,066 84:4 197 15:6 1,263 100

o
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" TABLE IV—ASSETS AND LIABILITIES ACCORDING TO DEBTORS' STATEMENTS

ToTAL AND AVERAGES FOR ALL NEw EstaTes REPORTED IN 1035

Number, Total Average per éstate
Province or City ~of - :
. estates Assets Liabilitieg, Assets Liabilities
$ $ -8 $
Nova Seotia...cvieiiiiiiiiiiaiiiiienians 36 326,552 358,407 9,071 9,955
New Brunswick.....oo.vve... e . 35 269,316 445,324 7,695 12,724
Prince Edward Island 4 46,496 38,310 11,624 9,577
QUEbEC. v viveiiriianains [N 303 | 6,874,025 | 7,487,801 22,687 24,712
Montreal.. 490 | 7,556,857 | 10,013,177 15,422 20,435
Ontario....... e, 203 | 3,636,243 | 4,453,177 17,913 21,937
3 e 11 TN 82 | 3,518,460 { 2,003,337 42,847 31 748
Manitoba.....ooveeiiiiiniiiiain. 31 302,740 431,460 9,766 13 918
Saskatchewan....ooovivetiiriiiiiieninan e 23 121,470 202, 664 5,281 8, 811
[c3 572 A 22 203, 667 262, 601 9,258 11,936
Bntxsh Columbm..... .......... AR 34 713,858 |- 1,385,515 20.990 40,750
B 0] 71 1,203 | 23,564,684 | 27,681,779 18, 658 21,917
PART II

ESTATES COMPLETELY ADMINiSrI‘EREb IN 1935
TABLE V.—ASSETS AND LIABILITIES ACCORDING TO DEBTORS' STATEMENTS

TOTAL AND AVERAGES FOR ALL NEwW Esrares Crosep 1N 1935

Number Total Average per estate
Province or City of
Estates- |  Assets Liabilities | _Assets | Liabilities
$ -8 $ $

Nova Scotia... FE N 32 184,836 252,428 | 5,776 7,888
Now Brunswick 25 159,361 256, 135 6,374 10,245
Prince Edward Is]and 7 52,066 65,333 7,438, 9,333
Quebec 339 | 4,418,316 | 7,194,471 13,033 21,223
Montreal 377 | 4,276,142 [ 5,490,181 11,343 14, 563
Ontario.. .. 203 | 2,253,278 [ 2,601,727 11,100 12,816
B 53 (o 1 o T 92 | 1,073,004 2,109,828 18,185 ‘72 933
Manitoba. .ot it e 32 179, 657 282,730 5,614 8,835
Saskatchcwan e, 36 351,127 365,329 9,754 10, 148
N TS 20 195,106 201, 631 9,755 10, 082
British Columbia.........cocvviievninnn. 35 296, 954 582, 678 8,484 16, 648
1 7Y O 1,198 | 14,039,847 | 19,402,471 | 11,719 16,196

TABLE VI.—TOTAL REALIZATION OF ASSETS AND COST OF ADMINISTRATION

Number Net receipts - - Total cost
. s Gross Total JO%
Province or City o : {from o of adminis-
o Estates Receipts .operations Realization tration
$ cts. $ cts. $ ects. § - ects.
Nova Scotin.....coovvineninaians 32 48,964 65 903 12 49,867 77 12,294 66
New Brunswick. . 26 52,683 89 ... .......... 52,583 59 12,288 98
Prince Edward Island. 7 6,856 00 |.. 6,856 00 - 2,453 06
QuebeC.......ovevnnnnn 339 853,022 99 3,992 88 857,015 87 251,149 30
Montreal 377 720,287 07 8,847 12 729,134 19 205,837 21
QOatario. , 203 450,865 26 3,185 76 454, 051 02 122,176 05
Toronto... .. 92 360,751 70 14,0060 54 374,812 24 87,884 73
Manitoba.......... [N 32 46,0890 29 |..........uues 46,089 29 15,713 86
Saskatehewan......coooovvevnnnn, 36 106, 632 73 404 29 107,037 02 27,181 62
N5 o 20 | © 25,431 33 570 00* 24,801 33 9,078 28
British Columbia................. 35 92,596 24 2,104 44 94,700 68 17,559 65
Totalieeioiviviiiiana, 1,198 | 2,764,080 85 32,928 15 | 2,797,009 00 763,617 40

* Deficit. -



TABLE VII.—ANALYSIS OF ADMINISTRATIVE COSTS

Average Net Realization and
Cost of Administration

Average Cost per Estate

Province or City Nug%ber Average | Percentage Less Net cost

estaes || Ayome | ool || 0ol | Cusodian | Trustes | Logal | Tovy | TS | ol

tration tration deficit tration
§  octs. S cts. % S cts. $§ cts.] § cts.| § cts. $ cts. S ects.
Nova Seotia. .oveiiuiniiiiiiiiiiin i, 32 1(,05)58 37 384 21 24-66 67 08 259 97 »53 91 595 27 384 21
New B.runswick ............................ 25 2,103 3¢ 491 56 23-37 94 48 32024 | 7429 808 14 53 ‘491 56
Prince Edward Island...............oocoee 7 979 43 350 44 3578 58 97 195 15 | 102 72 3 16 9 57 350 44
Quebec....ooooviiiii 339 2,528 07 740 85 29-31 138 29 433 85 | 173 37| 865 13 30 740 85
Montreal......ocoooiiiiiiiii i 377 1,934 04 545 98 28-23 108 62 341 03 | 103 19 7 30 14 16 545 98
Ontario.....ooviiiiiiiii i 203 2,236 70 601 85 26-91 112 54 367 14 | 121 52 775 710 601 85
TOTOMEC e+ <« e e e v ee e eeee e e e e eeanes 92 4,074 04 955 27 23-45 167 97 579 94 | 202 08 | 14 90 9 62 955 27
Manitoba. . c.ceurii i e 32 1,440 28 491 06 34-10 148 90 200 74 | 48 42 4 67 166 491 06
Saskatchewan................oiciiiial 36 2,973 25 755 05 25-40 210 54 401 44 | 133 09 | 11 16 119 755 05
Alberta....cooviiiiiiiii e 20 1,243 07 453 91 36-52 115 69 254 87 | 92 56 4 04 13 25 453 91
Eritish Columbia..........cooviiiiiiint. 35 2,705 73 501 70 18-54 99 43 323 66 | 7436 | 1113 6 87 501 70
1,198 2,334 73 637 41 27.30 124 53 385 33 | 130 24 8 40 11 09 637 41

(a) Based on the realization of assets.

14
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TABLE VIII.—SUMMARY O TOTAL ADMINISTRATIVE COSTS

. . Num- : : Less Netb cost
Province or City | ber of | Custodian | Trustee Legal Lovy net of adminis-

estates | - ) " deficit “tration
$ cts. $ octs. S  cts. $ cts. § cts. $ cta.
Nova Scotia....... 32 2,146 41 8,319 19 1,725 25 190 39 86 58 12,294 66
New Brunswick... 25 2,362 09 8,230 95 1,857 32 201 96 363 34 12,288 98
Prince Edward Id. 7 412 80 1,366 04 719 05 22 13 | . 66 96 2,453 06
Quebec............ 339 | 46,880 98 | 147,074 75 | 58,771 85 2,932 06 4,510 34 | 251,149 30
Montreal 377 | 40,948 50 | 128,569 25 | 38,002 20 2,753 74 5,336 48 | 205,837 21
Ontario. . 203 22,845 93 74,529 25 | 24,0608 902 1,573 80 1,441 85 | 122,176 05
Toronto. . . 92 | 15,453 36 | 53,3564 06 | 18,591 ¢4 1,370 73 885 06 87,884 73
Manitoba 32 4,764 771 - 9,303 69 1,549 37 149 30 53 27 15,713 86
Saskatchewan 36 7,579 G0 14,451 96 4,791 30 401 68 42 92 27,181 62
Alberta 20 2,313 83 | . 5,007 47 1,851 18 80 75 264 95 9,078 28
British Columbia 35 3,480 10 11,328 00 2,602 55 389 50 240 50 17,559 65
Total........ 1,198 | 149,188 37 | 461,624 61 | 156,030 63 10,066 04 | 13,292 25 | 763,617 40

TABLE IX.—ANALYTICAL STATEMENT SHOWING TOTAL OF ALL ITEMS O RECEIPTS

FOR EBACH ITEM

AND DISBURSEMENTS FOR ALL NEW ESTATES CLOSED (1,198) AND AVERAGE

B Total —_ Average —
REcerrTs . S cts. S cts $ cts. $ cts.
GroSS TBCEIPES, « v v v et i e 2,764,080 85 [.............. 2,307 25 8
Net receipts from operations............coveviis 32,928 15 |...ovivinnnnn 27 49
Total realization.........oovvvvvenfiivions e 2,797,009 00 [............ 2,334 74
DISBURSEMENTS
Custodian—
Tees of Official Receiver.....vvevv e ivvnvnans 19,438 68 [.....o0vuvnnnn 16 22
AdVertising. ..o i V860 17 ..ol 19 07
Notices to creditors... 15,178 T4 §..oooveinenn. 12 67
Postage. ...ooov i e 7,060 16 ...l 5 08
Possession and stocktaking............o..oil 56,48 77 (... ... ... 46 30
Bond and insurance preminms. ............... 9,980 34 |.........oit 8 33
MiSCCIlANCOUS. ¢ vvv i s e et e ven e e ernananes 19 127 61 ..o 15 96
Total custodian.......oooveneiiiini]orineaninnne. 149,188 37 |......c.otnn 124 53
Trustce— )
Advertising.......ooiiiiii s 22,650 78 |......iiinnn 18 91
Bond and insurance premiums................ 27,349 54 ... ... ... 22 83
Auetioncer............o i, 11,348 34 | ...l g 47
Notices to c1ed1tms 25,084 73 |......c..o.tt. 20 94
Postage. .......c.... 13,750 22 [.......ooits 11 48
Registrar’s fECS. i e 2443780 ... ...t 20 39
Inspectors’ fees and disbursements........... 32,682 12 )........ ..., 27 28
Trustee's remuneration...........ooovvienen.. 195,219 31 |..o..oooennn 162 96
Miscellaneous.................. Ceerreeiaeaane 109,101 77 |...ooveennnnn 91 07 ]
Total Trustee.........ooveurs U IR 461,624 61 ... ... 0., 385 33
Legal—
On petition or assignment.........covevvinn.. 52,649 83 .. ... it 43 87
Solicitor to estate..,...... 08,486 06 f.......0vuiann 82 21
Awarded against trustee........... . 4,995 04 [...oiainn. 417
Total Le@al. . .vevevrrreneneneneslonnenananennn 156,030 63 " 130 25
7R T N 10,066 04 8.40
776,909 65 648 51
Less trustee's deficits overresidue.......ocovvi oo 13,202 25 [......... ... - 1110
Net cost of administration........ocoiviiviiiii i 763,617 40 .. ... ....... 637 41
Exemptions allowed debtor.....ovvveiiiviiiii]ireinneeinen. 12,5824°09 |.oovninnn. 10 46
" Secured creditors........oiiiiiiiii i 453,906 20% 378 89
Preferred creditors......oooviiiiiiii i 580, 540 89 484 59
Ordinary ereditors. . vvee v nivireneannaiarsaras 986,420 33 823 39
Total paid to creditors. v vvnenafivevirnncanns 2,020,867 51 |......uunn.. 1,686 87
Total payments......cooovinviiendiniiiiiiinn, 2,797,009 00 ). ........... 2,334 74

* In addition, secured creditors have also realized directly upon their securities in the amount of

$5,208,382 (or an average of £4,347,56 per estate).
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TABLE X.—ANALYTICAL STATEMENT SHOWING AVERAGE OF ALL ITEMS OF RE-
CEIPTS AND DISBURSEMENTS FOR ALL NEW ESTATES CLOSED

COMPARATIVE STATEMENT FOR THE YEARS 1933, 1934 anp 1935

_— 1933 1934 1935
S cts. S cts. 8 cts. § cts. $ cts. § cts.
RECEIFTS ' :
Gross receipts........cveieiieiniinn.. 2,114 21 1..........1 2,204 00 |.......... 2,307 25
Net receipts from operations............ 97 57 |l 5220 0.......... 27 49
Total realization...............|[.......... 2,211 78 |.......... 2,346 29 |.......... 2,334 74
DI1SBURSEMENTS
Custodian—
Tees of Official Receiver.............. 16 22
Advertising..............o i 19 07
Notices to creditors.................. 12 67
Postage.............v.. e 5 08
Possession and Stocktaking........... 46 30
Bond and ingurance premiums......,.. 8 33
Miscellanecous.............. P 15 96
Total Custodian..............|.......oo.| 11526 [..o....on| 11064 ).......... 124 53
Trustee—
Advertising........oovvineniiiiiien.. 1B72(.......... 1808 [.......... 18 91
Bond and insurance premiums......... 1425 1.......... 2031 4.......... 22 83
Auctioneer.........coiviiiniiiiinn.. 11031].......... 102].......... 9 47
Notices to creditors.................. 1960 [.......... 1894 [.......... 20 94
Postage......covveeiiiiiiiiii i 823 |.......... 968 1.......... 11 48
Registrar'sfees.......ocoveivennnnn.. 2242 |.......... 1994 ).......... 20 39
Inspectors’ fees and disbursements.... 22650, ......... 242 40.......... 27 28
Trustee’s remuneration............... 132 44 |.......... 13996 |.......... 162 96
Miscellaneous. ........ [ 5624 .......... 7521 |.......... 91 07
Total Trustee.........oovvven|vevinnn... 30248 |......u... 336 76 |.......... 385 33
Legal—
On petition or assignment,.,,......... 2834 [....o..0.. 3804 |.......... 43 87
. Solicitor to estate.................... 5231 .......... 6040 {.......... 82 21
Awarded against trustee.............. 186 [o....ee. 182 (.......... 4 17
" Potal Tegal....oveeeeenereniifernnnnn. 8201 [.ovvr.... 9996 0.......... 130 25
B 814 |.......... 70 [....ocont 8 40
Total disbursements........c..co.oovveiifeernnenns 507 89 |..vvnnnn. 555 35 1.......... 648 51
Less trustee’s deficits over residue......|.......... 9026 (.......... 1165 [.......... 11 10
Net cost of administration..............[.......... 498 63 | ...vu..l. 543 70 |.......... 637 41
Exemptions allowed debtor.............}0.......... 798.......... 7581 [c......... 10 46
350 44 |.......... 483 16 [.......... 378 89
57503 {.......... 502 17 |.......... 484 59
7707 |.......... 809 75 |,......... 823 39
Total paid to ereditors........[.......... 1,705 17 }.......... 1,795 08 |.......... 1,686 87
Total payments..............L.......... 2,211 78 | ... 102,346 20 ... 2,334 74

‘o
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PART I
COMPARATIVE COST OF ADMINISTRATION ACCORDING
TO SIZE OF ESTATES
TABLE XI.—CLASSIFICATION OF ESTATES ACCORDING TO SIZE
Procinen o (5 §500 or | 501~ | 81,001~ | 82,501~ | 85,001~ | Over
Province or Gity under | 1,000 | 2,50 | 5000 | 10,000 | sioo0 | Total
Nova Scotin............. . 14 6 9 2 b 1 .32
New Bruuswick.............. - 12 5 4 2 |l 2 . 25
Prince Edward Island........ 3 oo 3 ) S PPN PN 7
Quebet....ovivieiiiieiiiianan ' 124 67 67 39 25 17 339
Montreal.........oovivvinn -. 190 70 70 19 11 17 377
Ontario . ..o.olviieieinnnne.. 71 42 43 26 14 7 203
Toronto......coovivevinnen.. 28 15 22 11 8 8 92
Manitoba...o.oocvvviiineon 10 7 8 6 | U PN 32
Saskatchewan,.............. 7 8 9 5 . 4 3 36
Alberta, . ......ivoviiiiiinn 12 2 2 3 ) T 20
British Columbig..,......... 11 6 6 7 3 2 35
Total.............. 482 228 243 121 i 67 57 1,198
Percentage......... 40.24 .19-03 20-28 1010 - 5-59 4;76 100-00
TABLE XII (1)—COST OTF ADMINISTRATION ACCORDING TO SIZE OF ESTATD
Esrares or 8500 or LEss
) . | Total R Average
Province or Cit Nulg}bel Total cost of - A;l’:; z:)gfe cost of
rovince or Lty Tistates realization | adminis- tate adminis-
s tration es tration
8 $ cts: $ ots.
NovaScotin......cooviiviiiiiiiiniennnn. ) 14 2,901 - 2,054 207 21 146 71
New Brunswick. ..o eiiiiiiiianennn, 12 3,049 1,961 254 08 163 42
I’unce Edward Island...... e, 3 669 .40 223 00 180 00
124 32,279 27,872 260 31 222 36
190 41,001 35,940 215 79 189 16
71 15,847 13,371 223 20 188 32
28 5,799 [ - 4,470 207 11 159 64
10 2,491 | . 2,213 249 10 221 30
qukatchewan ............. 7 1,971 1,497 281 57 213 86
Alberta, o i i i e 12 . 2,795 2,054 232 92 171 17
British Columbin. . BTN 11 . 1,428 1,264 129 82 114 91
Total...voveiiiiii i e, 482 110,230 92,936 228 69 192 81

- Average percentage cost of administration‘k, 84-31%.
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TABLE XII (2).—COST OF ADMINISTRATION ACCORDING TO SIZE OF ESTATE

Esrares over $500 up To $1,000

Provi Cit Number {  rpogq) contof Avorage P

rovinee or Lity o realization | adminis- size O adminis-

Estates tration estato tration
S S S ets $ cts.
Nova Seotia,........... . 6 3,828 1,674 638 00 279 00
New Brunswick......... s 5 3,532 2,087 706- 40 407 40
Prince Edward Island..................... [N T PN P TP R
Quebee.. ... e 67 49,525 27,394 739 18 408 87
Montreal. ... 70 49,867 28,168 712 39 402 40
Ontario.,.... 42 30,684 14,341 730 57 341 45
Toronto..... 15 10,218 6,017 681 20 401 13
Manitoba 7 5,236 2,523 748 00 360 43
Sagkatchewan, 8 5,558 2,756 694 75 344 50
Alberta.............. [T 2 1,399 773 699 50 386 50
British Columbia........................ 6 4,651 1,748 775 17 201 33
Total,.........ooooitiiiiain, 228 164,498 87,431 721 48 383 47

Average percentage cost of administration, 53-15%.

TABLE XII (3)—COST OF ADMINISTRATION ACCORDING TO SIZE OF ESTATL
Israres oveR $1,000 up 1o $2,5600

Total N Average

Provinee or City Nug}ber Total cost of ASYAB(; ::)%e cost of

Tstates realization | adminis- estate adminis-

tration ¢ tration
S S S ets. S ets.
Nova Scotian. . ,.oovvrevrniinvninrinnnn. 9 - 15,463 3,939 1,718 11 437 67
New Brunswick..................... 4 5,494 1,824 1,373 50 456 00
Prinee Edward Island 3 3,512 1,149 1,170 67 383 00
Quebee. ... o.ii e 67 110,172 44,208 1,644 36 650 82
Montreal........oovviveiinninnann, 70 109,435 43,647 1,563 36 623 53
Ontario.....o.oveennnennuonnnnna 43 66,207 26,038 1,539 70 605 53
Toronto...........ccovvvviinin 22 37,049 12,340 1,684 05 560 91
Manitoba, .....ovveviiniiiiii e 8 11,121 3,419 1,890 12 427 37
Sagkatehewan.................coiiiieian. 9 14,265 4,097 1,585 00 455 22
Alberta.................ooeul 2 3,006 714 1,503 00 357 00
British Columbia....................cooee i} 9,279 2,425 1,546 50 404 16
Total,.....ooviiinei i, 243 385,003 143,800 1,584 37 591 77

Average percentage cost of administration, 87-35%.

TABLE XII (4).—COST OF ADMINISTRATION ACCORDING TO SIZE OF ESTATE
EsTaTEs ovER $2,500 Ur To $5,000

Total Average
Number ) Average

Provinee or City of ) Total Sost:, of size of ?lost:, of

Estates realization | adminis- estato adminis-

tration tration
S 8 S cts. S ects.
Nova Seotia.,....oooviveivininininnn.. 2 8,116 1,216 4,058 00 608 00
New Brunswiek..........oovvvuvniienen.. 2 6,484 1,938 3,242 00 969 00
Prince Edward Island..................... 1 2,675 764 2,675 00 764 00
Quebee.......oooii i 39 138,418 36,574 3,549 18 937 79
Montr_eal ............................... 19 69,901 17,873 3,679 00 940 68
Ontario...,......oovveiviiviiniinnnns 26 88,351 26,017 3,308 12 1,000 65
Torqnto .............................. 11 47,159 14,109 4,287 18 1,282 64
Manitoba.............coo i 6 21,215 5,862 3,535 83 977 00
Saskatchewan. , 5 15,5567 3,281 3,111 40 656 20
Al!gel‘ta ......... 3 11,341 3,737 3,780 33 1,245 66
British Columbia......................... 7 28,717 5,541 4,102 43 791 57
Total......oovviviiveiniia 121 437,934 116,912 3,619 29 966 21

Average percentage cost of administration, 26:70%.
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TABLE XII (5).—COST OF ADMINISTRATION ACCORDING TO SIZE OF ESTATE

Bsrares over $5,000 ur o $10,000

’ Total Average
Number Average
Province or City of rez'lll‘i(;g.atilion a(c)ﬁrslgl?ifs- size of a?l(;rslgngé-
Estate§ tration estate tration
8 $ § «cts $ ots.
Nova Seotin....ooviiiiiiiiiiiiinaaesenns [
Now Brunswick,.ivv.ovieviienieenionans 1
Prince Bdward Is]and [N PO
QUEDbEC. . vttt i i e s 25 182,921 1,374 84
Montreal, . .oiviiiii it 11 75,677 1,888 G4
(01075 o T T P 14 94,505 1,760 64
Toronto.......... et e 8 56,477 1,775 87
Manitoba,......covvvi i 1 6,026 1,697 00
Saskatchewan,...........coueue. 4 31,023 | 2,074 50
Alberta.,....... 1 6,320 1,800 00
British Columbin.......... 3 19,662 3,488 6,554 00 1,162 67
Total..ooveiiniiiiiiinns 67 473,511 109,281 7,067 33 1,631 06

Averago percentage cost of administration, 23-08%.
TABLE XII (6).—COST OF ADMINISTRATION ACCORDING TO SIZE OF ESTATE

Esrares over $10,000

Nomber | mer | ot | Averago | Avereso
Province or-City o realizai.ion nfl(l)iinis- size of adminis-
Estatos | tration estate tration
S S . $ ots. S cts.
Nove S00tia, .o veiiiiiiiiiiniiaierinn. 1 19,560 3,412 } 19,560 00 3,412 00
New Brunswick.............ovennnn, 2 34,024 4,529 | 17,012 00 2
Prince deard Island.....coocoviiinnvnnnn [ N PO Y I PSIN PO
QUEbBC.. .. v e 17 343,701 81,030 | 20,217 71
Montreal......... SN 17 383,254 59,433 | 22,544 35
Ontario...ooveveennvansns e 7 158,457 17,760 22,636 71
B3 311 7 TN 8 218,111 36, 746 27,263 87
Manitoba. ... iiiii i B 2 S PO O
Saskatehewan,...oviviviei e 3 37,763 7,253 | 12,587 G7
Alborta. ,.ovovoi i T O I T
British Columbia.........ocoviiiieiiann, 2 30,963 3,004 | 15,481 50 1,547 00
Total. . iooiiiiiiiiiiinnnn, 571 1,225,833 213,257 | 21,505 84 3,741 35

Average percentage cost of administration, 17-40%.

TABLD XIII. —RECAPITULATION OF COST OF ADMINISTRATION ACCORDING

TO SIZE OF ESTATES

: ) . Average -| Percentage

Sive; of Estate . Number '{Otil ag?r?itn(i)é— A\l'erzige gost_'. of gost} of

e : realization e realization | adminis- adminis-

! . | Dstates tration tration tration
_ $ 8 8 cts. $ ots.| Percont .
$500 or under..... .. e A4>82 110,230 92,936 228 69 192 81 84.31
8501 — $1,000. . .. "228 164,498 87,431 721 48 383 47 53:15
81,001 — 82,500. 243 385,003 143,800 1,584 37 591 77 37.35
$2,501 ~ §5,000 121 437,934 116,912 3,619 29 966 21 26-70
$5,001 ~ $§10,000 67 473,511 109,281 7,067 33 1,631 06 23.08
Over $10,000 57§ 1,225,833 218,257 | 21,505 84 3,741 35 17.40
Total 1,198 | 2,797,009 763,617 2,334 73 637 41 27-30
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TABLE XIV.—PERCENTAGE COST OF ADMINISTRATION ACCORDING TO SIZE

OF ESTATES

s - s 8500 or 8501~ 81,001~ | $2,501- | $5,001- Over All
Province or City under $1,000 | $2,500 | $5,000 | $10,000 | $10,000 | Estates
% % % % % % %
Nova Scotia................. 70-81 43-73 25.47 14.98 f.......... 17-44 24.66
New Brunswick.............. 64-32 57-67 33-20 29-89 |.......... 13-31 23-37
Prince BEdward Island........ 80-72 |[.......... 32-72 2856 |......ioi|iviiin... 35-78
Quebee...o.oviiiiiiiennan, 85-42 - 55-31 40-13 26-42 18-79 2358 29-31
Montreal.. cevieiinena...| 8766 56-49 39-88 25-57 27-45 15-51 28-23
Ontario....... '. e, 84-38 | 46-74 39-33 29-45 26-08 11.21 26-91
Toronto.................. vl 7708 58-89 33-31 29-92 25-14 16-85 2345
Manitoba.................... 88-84 48-19 3074 27-63 28-16 |[.......... 34-10
Saskatchewan....... et 75:95 49-59 | . 28-72 21-09 25-99 19-21 25-40
Alberta.........oovvvivenen.. . 73-49 55.25 23-75 32-95 28-48 |....... .. 36-52
British Columbia............ 8852 . 37.58 26-13 19-30 17-74 9-99 1854
A.verage pereentage cost for )
Canada.........o.vnvnnn. 84.31 53:15 37.35 26-70 23-08 1740 2730
PART IV
OLD ESTATES CLOSED IN 1935
TABLE XV.—OLD ESTATES CLOSED IN 1935
REAL1ZATiON AND COST OF ADMINISTRATION ACCORDING To SIZE oF IESTATES
. Number Total Clost of
Amount of realization ol ro al'o ation | adminis-
Bstates 1zatio tration
_ $ -8
8500 OT AN . ieevsessesnenesnnsn PO 130 32,415 28,852
8501 - 81,000........ PN 59 43,314 28,538
B1,001 ~ 82,500, . .10 et et et et i 82 134,915 61, 140
82,501 = S5,000. . 0.0ennsieei i e e 59 206, 820 79,023
$5,001 - SlO 000, ettt e i e, 42 203,212 98, 610
Over 81[).000 ..................................................... 56 | 1,973,829 435,349
428 | 2,684,505 731,512
A Avezagfe Percenta}ge
P verage cost o cost o
Amount of realization realization | adminis-~ adminis-
. tration tration
. $ cts. $ cts.] Percent
$500 or under. ......v...... .. 249 25 221 94 89-0
$501 = 81,000, .. 0vuensneiteniie e e aas 734 14 483 69 65-9
81,001 ~$2,500. . c00venenrennnnannns. 1,645 30 745 61 45-3
82,501 =$5,000..0..0nvnenennnnnnnnn, 3,605 42 1,339 37 38-2
25,001 - $10,000.... 6,981 24 2,347 86 336
Over 810,000 ..................................................... 35,246 95 7,774 09 22-1
6,272 21 1,709 14° 27-2
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PART 'V
MISCELLANEOUS INFORMATION
TABLE XVI.—BANKRUPTCIES SDTTLDD BY PROTOSALS OF CO\[POSITION
EXTENSION, OR SCHEME OF ARRANGEMENT
Number . Number
Nova Secotia...iv...... ................. 0 TOrONEO. vt verevreeereansvreneenens 1
New Brunswick.......... ; : 1 Manitoba..:...ooviiiiiii i 0
Prince Edward Island.. 0 Saskatchewan............ooovents .. 2
Quebee......voiiiiiiiia 33 Alberta............. v v, 0
Montreal..........oovun 27 British Columbia........cooeeviiennns 0
: Ontauo ......... e ee ettt 3
Total.eveiiniviiinninnnennss 67
TABLE XVIIL.—APPLICATIONS OI‘ DDBTORS FOR THEIR DISCHARGE I‘ROM
BANKRUPTCY DEALT WITH IN 1935
Nu.mb'er . Suspended Sﬁs.penciled Oti\er A- lic
) s of appli- | Uncon- for for more | - con- pplica-
Province or Cl_ty . cations | ditional | 1 year than ditional tigogsd
~ heard or less 1 year [discharges| &' ¢
. Nova Scotif....cocvveniivinnn. Vieraenes 5 4 1. 0 0 0
New Brunswick......ovveiiiviiianinans 0 0 0 0 0 0
Prince Edward Island.. .. ..... .ot o1 0 "1 0 0 0 .
QUEDEC: . vviv i s 01 83 5 3 0 0
Montreal....voeirviiiriieiiiiianeinans 113 44 49 14 5 1
Ontario. . .o.oovvveinenn. e 29 28 1 0 0 0
B0 Co1 18 7o PN 10 7 2 1 0. 0
Manitoba, . oeeveeriiiniiniiiniiiiinn., 11 11 0 0 0 0
Saskatchewan. ... o o oeiiiiiiiiienn 6 { 4 1 0 0 1
N 07 4 3 0 0 1 0
Britishy Columbid.......ooovviiviiiannn 2 2 .0 0 0. 0
T_otal ...................... 272 186 60 18- 6 2
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TABLE XVIIL.—OCCUPATIONS, BUSINESSES OR PROFESSIONS OF DEBTORS

—_— N.S. | N.B.|P.E.I| Que. [Mont.| Ont. | Tor. | Man. [ Sask.| Alta. | B.C. | Total
MANUFACTURE AND INDUSTRY—
Lumber and woodworking, b 1 8 29
Mining.......%cevevevrernnes 1 2 1 14
Tox farming. , .. 1 11]...... 3
Tood products....v.eveveisrnenrnnans 4 10 1 18
Furniture, ..oovenvenra e 2 2 9
Shoes and leather goods 3 cere 9
Rubber 1 Civees 2
Clothing .. 1 33
Textile 3 6
Auto supplies...... e e s anis s ceeen 2
0 T . 2
TPOYB . esesaesnseraseasonienaanss 2. 2
Brass and Iron Works.........cco0evann 2 -2
PrINtiNE. .. evreererrrrarrernaessonnn 2 16
Miscellaneous. ......... ernanes veeeens 2 24
Total..... PR PP 6 2|..... 19 66 24 36 4 1 1 11 170
TRADE—
Tuels.......oonn. e Cieieiaeaes 1 21...... 2 12 29
Dry goods 4 78 ... 30 61 152
Food produets ....... 11 6 3 77 | 100 262
Garage and auto supplies.. 1 1...... 14 11 44
-General merchants. ..., ves 4 8 1 46 7 94
Footwear......... 1 1f...... 9 2%
9 25
3 17
8 24
1
1
7 18
6 15
6 1z
241 734
OrnrRs— .
Transportation. IS I O P 3 1{...... I PR N ERTTTT Frppe 5
TINanee..co.vvevereeneronnencnnonenses| 1leweiii]oonnns 3| 10| 4 7 | 1]...... 28
Service:
"Professional.,, 21
Business., 3
Recreational. 2
Pergonal.,. .8
Laundry... ]
Hotel...... 28
Construction., 43
Wage carners.. 195
Miscellnneous. .. .. ..\ vevernrnansnnns 26
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‘ CIRCULAR MEMORA\IDUM No. &
To Oﬂwml Recewvers (md T7 ustees i1 chlmuptcy

The followmg comment and’ suggestlon has been received 1ecent1y from the
Honourable Mr. Justice Boyer of the Superior Court in Montreal, the judge
especially . assigned to exercise jurisdiction -in ‘Bankruptcy mattels by the
Honourable the Chief Justice of the Superior Court. of the P10v1nce of Quebec
pursuant to Section 156 of the Bankluptcy Act:—

In connectlon with dlachalges I notice that. the reports’ of the tlustees are often
unsatisfactory in so far as they do.not give any information as o whether or not
- there have been offences against the Act (section 191), and as to the facts (section
143) -which justify the Court to refuse an- uncondxtlonal order, the whole as required
by Form 73, paragraph 7, sub-paragraphs b, ¢, and d. .
In many cases also, the debtm has, not been . examined before -the Receiver
rmd no copy of the e*{nmmatlon is filed.
- It might be useful that a circular letter should be senk them on you1 paut T
insisting upon their complying with the ‘Act in this respect.

" The atteéntion of tiustees is acco1d1ngly directed to the p10\71s1ons of séction
141 (4) and (5) and to Form No. 73 of the Bankluptcy Act., Form No. 73
should be completed accurately and fully in every detail in each case, particulasly
with respect to any acts of the debtor or any facts which under Sections 142 (2)
and 143 would affect his dischalge Trustees must not forget that the duty is
imposed on them of including in their reports all relevant facts, no matter how
prejudicial these facts may be to debtors, as the Court must 1ely implicitly on
the trustee’s report not only as prima facw evidence of the statements contained
therein but also as to all the facts Wthh ought to be brought to the knowledge
of the Court.

Some trustees appear to adopt the attitude that if the 1ep01t cannot be
helpful to the debtor they should not at least report anythmg to his disadvantage,
and so they omit to refer to any of the facts mentioned in Section 143, or to the
penal offences referred to in Section 142 (2) as described in Sections 191, 192
and 193, or in the analogous provisions of .the Criminal Code. It is not for the
trustee to set up his opinion as to what facts should be included- in the report.
He must state all the facts and it is then for the Cowrt to determine what
consideration shall be given.to them. For instance, some trustees seem to think
that an acquittal by the Cowrt or a jury relieves them of the responsibility of
making any reference to the evidence on which a prosecution may have been
based. This is an entirely mistaken idea as it is their duty notwithstanding an
acquittal to ‘include all such facts because facts which may mot warrant a
. conviction for a penal offence might well, when combined with other facts not in
evidence on the trial, have a very. different significance to a judge in arriving at
a decision on a debtor’s application. Trustees must be absolutely independent
and their reports made without fear or favour. So long as the facts stated are
made in good faith, without malice and with an honest belief in the truth thereof
after a reasonable investigation, the report is privileged.. The co-operation of all
trustees in making these 1epmts as complete and as mfonnatlve as possible is
accordingly 1equeated

EXAMINATION OF DDBTORS BY OI‘I‘ICIAL RDCDIVDRS

The attentlon of Official Receivers. particularly, and of trustees as well, is
also directed to the commeit of the Honourable Mr. Justice Boyer 1espect1ng
thee examination of debtors by the Official Receiver. The practice of Form No. 50
being completed and filed merely as a matter of form is not sufficient for the
purposes of the -Act. The relevant sections of the Act are as follows:—

) 128 Where a receiving order or an authorized assignment is made, the bankrupt
or assignor shall present himself before the Official Receiver who shall -examine -him as

to the- causes -of his insolvency and the disposition of his assets, and shall put to him
the questions provided by the General Rules or questions to the like effect.
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9. The Official Receiver shall make notes of such examination and shall communicate
them to the creditors at their first meeling. o o

3. If the bankrupt or assignor fails to present himself for such examination within
three days from the making of the receiving order or the filing of the assignment, the
court may by warrant cause him to be apprehended and brought up for examination, and
may order him to be committed to-the common gaol of the judicial district in which he
resides for a term not exceeding twelve months. :

123. Whenever the . bankrupt. or authorized assignor- is a covporation, the officer
. executing the assignment or such other officer or officers .as” the Official Receiver shall
direct, shall present himself before the Official Receiver for examination under section
one hundred and twenty-eight, and, in case of failure to perform such duty, such officer
shall be punishable as if he were the debtor. . : :

Section 138 and Bankruptcy Rules 46, 47, 48, 49, 85 and 110, all of which contain
further provisions. concerning the matter, should also be carefully noted and
followed. S , ,

The purpose of a thorough examination of the debtor cannot be better
explained than as given in a recent address by V. R. Jones, Esq., Official Receiver
at the City of Calgary, whose comprehensive survey of the need of these
provisions of the Act being more closely followed leaves little to be added thereto.
Mr. Jones’ experience in these matters makes the following remarks of particular
value and, with his permjssion, they are quoted in full:— ‘

. It would be of interest to.you if I told you how'I came to adopt the procedure which
I follow as official receiver and the reasons which prompted me to deviate from what
T understand is the usual practice of official receivers in Canada. ‘ ) C
When I took office I found that the practice existing was similar to that of most
other official receivers in Canada, so far as I have been able to.ascertain. The practice
was to call,the debtor into a private. office some time. prior to the first meeting .of
creditors, to read to him the questions set forth in Form 50 and, generally speaking, to
acecept his answers without any real attempt at cross-examination; to insert a short
summary of them opposite the questions and leave it to the creditors to ask further
questions at the meeting if they so desired. At the beginning I followed this practice.
I don’t know how many of you have ever read or seen IForm.50. It consists of a number
of questions for thie debtor to answer. The questions are worded in a very comprehensive
manner and are sometimes difficult to understand. Indeed, I have had lawyers come and
seek my advice as o what some of the questions mean. Therefore it was not unusual to
find that not only did the debtor fail to understand the questions, but that he usually
_came to the examination unprepared and was therefore unable to give definite answers.
My first variation of the practice was to require the custodian or the debtor’s solicitor,
where he was represented, to interview the debtor prior to the meeting and go over the
questions with him so that the Iform 50 might be left with me with the debtor’s answers
made, some time previous to the examination of the debtor. Af the examination I then
went over the form again. with the debtor, paying particular attenftion to those answers
which, in my opinion, either required some amplification or were in some other respects
unsatisfactory. I then completed the form by swearing the debtor and gave the creditors
at the first meeting a short summary of the debtor's position as a result of the
examination. : T i ‘ ) '
" As soon as I adopted the practice of delving into the answers made, I found that
I frequently obtained answers from debtors which were of great importance to creditors
in deciding the rights of ereditors amongst themselves and also their rights against the
debtor. Sometimes I found the debtor’s answers evasive and his explanabions lengthy,
so that it was exceedingly difficult to do justice to all parties concerned, if I attempted
to summarize the answers in longhand. I therefore developed the idea of ealling in
a Court reporter when I had reached the stage where the debtor began to make important
admissions. This became necessary on so many ocecasions that 1t was difficult to get
a reporter at a moment’s notice. Frequently the debbtor’s answers were interwoven with
the answers given before the reporter came in; sometimes, after having a few moments
to reflect, the debtor, realizing the effect of his answers, would change answers which he
had. made before they were being taken down by the reporter: and so it seemed
to me it was mecessary to ‘have the whole examination taken down by the reporter.
" .As soon as I began the practice of attempting to scratch below the surface, I found
that the debtor usually either would not, or could not, commit himself definitely ‘without
going more fully into his affairs. I was therefore met by the answer, which in many
cases was_ justified, that the debtor did not know. It was quite obvious that if that
explanation was accepted, it provided a very easy means by which a debtor could escape
investigation, and so it was frequently found mnecessary to adjourn so’ that the debtor
might obtain definite information on the points in question. Then, as there did not
arpear to be any good reason why the examination of the debtor should take place in

™
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private, creditors who were Jntelested were encouraged to attend the -examination.
I found that it assisted the debtor in. making more accurate answers when some of the
creditors who had knowledge of his affairs were present. Sometimes the creditors who
were present fur m<hed information which assisted in checking the truth of the statements
made by the debtor.” I saw nothing in the Act which: plolubxted a public examination,
and could see every reason in favom of it.

Finally, as I saw the position, it was 1mp0§1b]e to e\mmme the debtm ploperly unless
I prepared for the e\"amum{,lon I therefore adopted the practice of notifying the
custodian on appointment in each case of my requirements—(1) that I wished to be
furnished. with as much information as possible with reference to the debtor’s affairs,
particularly with all balance sheets and all other documents, books and. records which
disclosed the nature of the business and any transactions of an unusual nature; (2) that
I should like the custodian 1o .advise the debtor that it would. be necessary to file the
Form 50, with answers duly sworn to, -at least three days before the. examination;
(3) that in addition the debtor should go into his business affans so that he would be able
to give me a general outline of the course of his bubme and glve ‘me deﬁnlte 1nf01mat10n
of the transactions to which I have referred.

I also took steps to see that all ereditors and solxcltom mtelesbed in the banl\mptcy
were advised that I would welcome information regarding the debtor's affairs before the
examination, and was “prepared to insist that the debtor give me definite.information with

" regard ‘to any matters which appeared to require mvcstlga,tlon I further directed the
“custodian to bring to my attention anything of & suspicious 'nature in connectlon w1th
the business which came to his notice while carrying out his dubies. - -

. The result was that, while the preparation was necessarily limited in 1ts scope yet it
was sufficient to give me some genelal khowledge of the debtor’s. affairs and some xnfm-
mation regarding matters of a suspicious character, so that I might start him explaining
and’ wonderi-ng %ow much I neally did know. I found that a fittle knowledge worke
wonders in getting the debtor to give me an accurate account and in checkmg any
false explanations. .

I then decided thal', since these examinations did reveal many things of which
perhaps creditors were not aware and did flequently reveal conduct which was often
extremely reprehensible from the point of view of the ereditors and sometimes contrary
to law, it was of great advantage to the creditors to hear the examinations,: to see the
attitude taken by the debtor on his examination so that they might form their con-
clusions coucerning the conduct of the debtor. In addition to the moral effect on the
debtor of answering questions in the presence of his creditors, about which I have
previously spoken, T also found that if there was any question as to the scope of my
examination, which, while very wide, is restricted 'to the causes of the insolveney and
the dlaposmon of the assets and the questions in Form 50, I could still make use,
if necessary, of the greater scope given at the first meeting of creditors by Section 131
of the Banluuptcy Act, where it is provided that the debtor shall submit to such
examination and give such information as the meeting may require. If any adjourn-
ments of the examinations are necessary, it is customary for the creditors, after appointing
the trustees and inspectors, and disposing of the formal business at the first meeting, to
adjourn the first meetmg to the same date and place as the examination is adjourned,
so that I may still give my report to creditors at-the meeting in accordance with the
Act. In addition to that, it is usually directed that the trustee incorporate a copy of
my veport in the minutes of the meeting, which he sends to all creditors, so that even
those who are not able to attend may be advised as to the .general situation from my
summary. )

So much for the practice. And now to my reasons. In a large majority of the cases
I found that the creditors were the real owners of the business. Sometimes they had
realized the fact before the bankruptey; sometimes they had not. In any event, the
debtor had failed in his trust. If he had failed for a perfectly legitimate reason
he had nothing to fear from an exhaustive examination into his affairs. If he had betrayed
the trust of his creditors, then I felt that creditors were entitled in all cases to know
exactly what had been done. Sometimes the debtor’s disposition of his assets was such
that by law creditors were entitled to recover some of their losses from third parties.
Frequently some creditors had obtained unlawful preferences. Sometimes the debtor’s
conduct’ justified a prosecution or, in other cases, opposition to a compromise or his
application for discharge.

Under the. old system you might have your suspicions and your doubts, but it was
necessary for you to employ a solicitor to embark on an expensive fishing operation
by examination before you could even ascertain whether you had any 11(rhts ab .all.
Under the new practice you could go to your lawyer charged with facts and valuable
admissions made by the debtor.

Under the old system examinations wers seldom held ,even in large estates, never
in small ornes, so that the worst cases. where the debtor had exhausted all the assets
before going into bankruptey, were never 1nvest1gated at all.

If the whole situation is uncovered, you are then in a position to size up the situation
for yourselves and decide what you want to do about ib.




32 THE SUPERINTENDENT OF BANKRUPTCY

The purpose and usefulness -of such an examination of the debtor . being
made befo:e the - ﬁlst meetlng of creditors 1s held may be- summauzed as
follows:—

. 1..The report of the Official Receiver is made available at the.first meetlng,
thus enabling the debtor to be further examined on any points raised in-the
report, and 1mmedlately enabhng the creditors to take whatever additional
proceédings that may be necessary.

2. The information obtained may be extremely useful to the trustee in the
administration of the estate. :

3. The report is avallable for the. Court When the debtor makes an applica~
tion for discharge:-

4. The knowledge that the debtor’s conduct and deahngs prior to bankluptcy
are subject to close scrutiny by the Official Receiver is in itself an effective
deterrent, to- those contemplating dishonest or fraudulent transactions.

It is particularly important to emphasize the fact that the duty has been
imposed on Official Receivers by the Bankruptey Act to examine debtors along
the lines 1nd1cated above. The judge having called attention to the fact that
these provisions of the Act are not alwayb being observed will, I am sure, be
sufficient to bring about an improvement in the present practice. I shall be glad
to give any further advice or assistance that any Official Receiver may 1equne in
this connection.

W. J. REILLEY,
Superintendent of Bankrupicy

April 5, 1935.
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