
18 CANADIAN COMPANY LAW.

mischief is likely to result from blurring the distinction between care­
lessness and fraud, and equally holding a man fraudulent, whether 
his acts can or cannot be justly so designated.” Lord Liudley’s deduc­
tions from these observations are, that, if the matter to be enquired 
into is fraud, it is actionable, if it is not fraud, but merely carlessness, 
it is not.1

A director can be rendered liable only for his own personal fraud 
or for the fraud of his eo-directors or of other agents of the company 
which he has either expressly authorized or has connived at.2 * A pro­
visional director may have the authority of his co-directors to take the 
prospectus around, and, upon the strength of its statements, to canvass 
for subscriptions for stock, but he is not the agent of the other direc­
tors to make, and has no implied authority to make, any representa­
tions outside of the prospectus by which, if false and fraudulent, they 
could be made responsible for such false and fraudulent representa­
tions.8

As already stated, a person who has been induced to enter into a 
contract by the fraudulent conduct of those with whom he has con­
tracted is entitled to rescind such contract, but he must do so within 
a reasonable time after his discovery of the fraud. In such case the 
contract is voidable, not void.4 But the contract must be avoided, 
or that must be done which is equivalent to avoidance, before the 
commencement of the winding-up.5 6 The fact that the company is 
going on and trading, and the rights of shareholders and others varying 
from day to day, is a most material circumstance to be taken into con­
sideration when deciding whether the repudiation has taken place 
within a reasonable time, for after any considerable length of time 
the rights of third parties will be injuriously affected by repudiation.8 

In this case a person must repudiate his shares within the shortest 
limit of time which was fairly possible in such a case.7 He must also
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