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THE CANADA WOOLEN MILLS CASE.

B

Result of the Appeal—The Sale Set Aside.

In fast issue a report was given of the procccdings‘ at
Osgoode Hall, Toronto, in the case of the Canada Woolen Mills,
Limted. It wall be remembered that upon the declaration of
msolveney of the company and the appointment of George
Davidson, the mspector of the company, as liquidator, the
Master-m-Chambers, J. §. Cartwright, was appointed referce,
and after the fadure to sccure satisfactory bids from adver-
tisements calhng for tenders, 1t was decided to sell the pro-
perties by auction on the 15th September last, At this meet-
ing no bids were made that could be entertained, and the meet-
ing adjourncd.  In talking the matter over in the Master’s
office, upen adjournment on this day, W, ID. Long, of Hamilton,
said he would make an offer himself, provided the offer was
cithsr accept~l or rejected, and not muade th: lever upon
which some one clse might raise the price on him.  Accord-
ing to the evidence submitted, it appeared that Mr. Long's offer
was ot known to some of those concerned, notably to George
F. Benson, of Montreal. At the latter mecting, as re-
ported in Jast issue, Mr. Long bid §250,000, which he afterwards
raised to §233.000 for the whole properties, and this offer was
accepted by Mr. Cartwright.  Mr. Benson strongly protested
against selling the milly ot that figare, which he congidered
too low. The hquidator also, it appeared, disapproved of the
sale.  G. . . Lee, the legal representative of the Dominion
Bank, advised the acceptance of Mr. Long's offer. Argument
was heard on Mr. Benson's protest on the sth October, and
judgment reserved till the 1ith, when Mre. Cartwright maine
tained the validity of the sale, and accepted Mr, Long's cheque,
drawn on the Dominion Bank, for $243,000 the balance of the
purchise money.

Mcantme on the 3oth September, Mr. Benson made a
formal offer of $275.000 for the properties, and agreed not to
withdraw the offer under penalty of the forfeitire of his de-
posit of $10,000.

Within a week after the referee’s decision, W, H. Blake
K.C.. counsel for Mr. Benson, entered an appeal against that
dcciaion on the following grounds:

. That the sale was not made by the liquidator, as the
stat e rcqurce, and that he did not accept thc offer of Mr.
Loug.

2nd. That Mr. Long was and is an inspector of the estate
and ¢o1ld not parchase.

ard. That the sale was made fmprovidently and at an
witdervatue, and not in accordance with the practice of the
court,

Ath. That the offer of Mr. Long and the acceptance by the
referee did not constitute a definite bargain capable of beinyg
enforced.  There was no written evidence of such bargain, and
its terms were not enforced

In his argument, Mr. Blake said he had no doubt the
referee had acted with the best intentions, but he had misread
the langnage of the Winding-up Act, and had assumed powers
not given to him by the statute.  According to the evideuce it
apprared that the propertics were originally valued at about
$002,000. The liquidator did not expect to reafize that sum,
but brought them down to something like half a million. \What
had taken place was that Mr. Long offered $253,000 for assets
worth hali a million, and then turned around and made use of
the knowledge he had acquired as an incpector to sell the pro-
perties in deta’l at a profit of nearly §125.000. When Mr. I.ong
made his purchase there was §30,000 of cash in the Lank, $75,-
000w hills receivable, $17,000 net in mansfactured  goods
(realized upon at 35 cents on the $1 on $32,000). $4.300 in re-
bates on insurance.
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Then there was the following valuation

FABRICS.”

df the mill propertics, based on what Mr. Long had been
offered or what he had put forward to prospective purchasers

‘as "bargain counter prices:” Lambton Mills, $6,000; Carleton

Place, $56,000; Hespeler, $125,000, and Watetloo, $34,000, mak-
ing in all $377,500. From this deduct the $253,000 accepted by
the referee, and there would be left the handsome margin of
$124,500. The question, however, was not whether. Mr. Long
was making an excessive profit by the transaction, but whether
the sale took place according to the practice prescribed by the
coart, whether the usual safcguards bad  been. taken and
whether it was a fair and orderly transaction, which the court
could sipport? On these points he dirceted attention to the
cvideuce of the liquidator, who had said that the reserve bid

-should not bz less than $350,000, "and who when asked as to

the sale at Mr. Long's figures, said: “I did not approve of the
sale. T did not object. I followed the direction of the court,
as its servant.” Mr. Davidson supposed he was bound ‘to obey
the direction of the court, but he disapproved of the sale, but
in the face of that disapproval there could bs no proper sale
unider the Act. Scction 31 of the Act states that “the liquidator
may, with the approval of the court, sell the real and personal
property, cte.”  While he requires the approval of the court
it will-be scen that the liquidator, not the court, is the contract-
ing party. ‘The liquidator has,’in this case, never cntered into
a contract or sale. He cited the case of.the Sun Lithograph-
ing Co., which was an appeal from the Master-in-Osdinary, as
to whether a compromise could be effected against a -dissent-
ing minority of the creditors. It was held that the court had
no jurisdiction to effect such a compromise, but that this power
was vested in the liguidator with the sanction: of the court.
The liguidator is not a nmiere ﬁgurc-hcad but is nominated by
the court for his fitness to wind up an estate in the best in-
terests of the sharcholders, and. he has absolute control of the
assets, and the creditors are cntitled to the benefit of his
experience and judgment, It is he who sells or deter-
ntines upon. a compromise, though his work is not
complete without the sanction of the court. Mr. Blake
then recounted the steps ‘that led up to the sale on the

22nd September, and remarked on the fact that only about a
quarter-of the sharcholders received notice of this mceting, the
notice itsclf. being vague and net stating the definite step that
was to be taken of sclling the assats without resezve. On
that date we have Mr. Long coming and purchasing at a figure
which lic must have known was utterly inadequate. As an in-
spector, he was there to get the most for the creditors, and as
an inspector he had access to special knowledge of the %affairs
of the compauy. It was not fair that he couw drop the char-
acter of inspector and umake use of the knowledge he had
gained to become a purchaser. Mr. Long was a shareliolder in
the Penman Mfg. Co., of Paris, Ont, to the extent of $64.000.
or $65,000, and to that company, within two days of his pur-
chase of the- properties, he offered -the Hespeler mills at what
he rezarded as a “bargain counter price”’ The letter was as
follows:

“There is in the mills at Hespeler:
Wool .ooivvverineniiiiiiiinn. $3,270 08

Shoddy ..ovecviier viiiiiaenn 1,433 53
Rags ..civiiiiiiiiniiiiiiienees = 023 03 .
Yarm coeieiin verieenn. creesnes 1633 50
Supplies ..iiiiiiiiiiiiiniiie. 5,439 69
Dyestaffs ooveviivivviierecnenees 2,343 80
Machine supplies .....evvnen.. 22 83
Office furniture ....ooovvveenee. 320 54
$16,207 93

As a director of the Penman Co.. T would reconunend that
you offer $130000 for the mills, houses, lands and everything




