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security to the plaintifsé upon the sulphite s0 purehased for the
advances so made. It was iii these circumestances that the ad-
vances were made on the notes sued on. The money was directly
used -for the purchase of suiphite. Craig, as manager of the
company and as owner of the suiphite, ailowed the sanie to be
used in the manufacture of paper, upon. the understaxiding that
the amount 80 used should ho repiaced front tine- to time by
the company. This was done. Paper was manufactured and
soid and the suiphite replaced down to, May, 1906, The compaxny
cont 'inued tci use the suiphite without repiaeing it,~ and by July
it had been ail used ýup. The defendant contends thiat it wen;t
into paper, which was soid, and of which the plaintiffs got tiie
benefit; in short, that they were paid lu fuit for the advances
Made upon the notes by reeiving the whole of the proceeds of
the paper when manufaetured and soid; and that the plaintiffs
were' bound to aceount to the defendant, to the extent of tiie
value of the suiphite, on a sale of the paper; whihi, hie contenda,
realised sufficient to pay the notes ln fuit.

It is, I think, rather a question of fact than of law.
It is clear that the plaintiffs did not lose their secuirity for

the advances made to the defexidant by the substituition of other
siulphite in place of that first given lu pledge, as this was the
intention of ail parties under the arrangement.

Sub-section 2 of sec. 88 expressiy provides that the baxik
may ailow the goods eovered by such seeurity to be remnoved,
and other goods of substantiaily the saine cliaracter and value
substituted therefor, and snob substituted goods shail ho covered
by the security as if originaily covered tbereby. Under sec. 89
t is provided that the bank may continue to hold security during

the process and after completion of its manufacture wlth the
samne right and titie by whicb it heid the original goods. $tub).
section 2 gives the bank priority over an unpaid vendor, unIess
the vendor also bas a lien known to the banlc....

lu deaiing with questions of fact, the triai Judge stt. that
ho had no reason to doubt the veracity of any of tihe wites:
but that the recoliection of other witnesses was to be preferred
to that of the defendant in regard to matters on whieh th.y
disagreed. After a careful perusal of the evidence, 1 have
formed the saine opinion.

Tiie case turns iargely upon what took place iu cs.rrying on
the business between the lat May and the. end of Jun or the. lt
July, wben the crash came. Watson was assistant-treasurer,
acting undor the direction of the defendant. He did the. financ-

1636


