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__PUBLICATION OF FALSE

COM
PANY — <

MISREPRESENTATION IN PROSPECTUS—FRAUD
PURCHASE OF SHARES IN

STATEMENTS
MARKE’:ENH. To CONFIRM THOSE OF PROSPECTUS—
BY RECIPIENT OF PROSPECTUS.

broj;(f:“;w v /;,/0‘.:{,][0.“{’ (18‘96) 1 Q.B. 372, was an action
to defray dy the plcfun.tlff ag_amst -the df.tfendants for conspiring
tions t, the plaintiff b'y inducing him by false representa-
father qul)(lierhase shares in a company. The defendants were
issue d; son, and were promoters of the company. They
which thPYOSpectus as to the company containing statements
tiff ; he d‘?g knew to be false. One of them was sent to the plain-
Prospecty lt)lOt Z}pply for an allotment of shares, but kept the
the 1“1';za,s.~ y him, and s'orne months after read a statement in
Mentg ma’(‘i’”{ News which purported to confirm the state
of the pro e in the prospectus, and he thereupon, on the faith
shareg Ii)n :}Il)ectus and the confirmatory statement, purchased
and the q fe market. The confirmatory statement was false,
Shortly afte endants }Tad. procured the same to be published.
Shares de lt?r the plaintift purchased his shares the price of
Without Clged anq Fhe company was ultimately wound up
1iability 523;1}?8' a dividend. The def§n4a}1ts sought to escape
O an allot e ground that the plamt‘lﬁ not having applied
coulq nOtO nllent of Sharf:s on the faith of the prospectus,
and that ¢ rely on tl?e misrepresentations therein contained,
lisheq ip t:len assuming that the confirmatory statement pub-
action beg e l'zr‘mncml News was untrue, it gave no right of
intent thaf'lfse it was not shown that it was published with
dcted on b ' §h0111d be communicated to the plaintiff and
fanch of };hhlm' None of the previous decisions on this
ussell, ¢ e law seem exactly to cover this case. Lord
the p ai’nti.f.l "fWhO tried the action, gave judgment in favor of
f the shar or the ar.nount expfanded 1?y him in the purchase
ourt of Aes in question, and his decision was upheld by the
L) J.) on gf)eal (Lord Esher, M.R., and Smith and Rigby,
Not me rely ¢ € ground that .the 'object of the prospectus was
but algy 4, .Odmduce an application for an allotment of shares
In the maﬂ:n uce persons to whom it was sent to buy shares,
a'llotment ‘bet.’ and that its function was not exhausted by an
ore liable f ing made, and that the defendants Wer® there-
Quent]y 1, or the damage sustained by the plaintiff subse-
uying shares in the market on the faith of the



