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Title. 
1. Short Title. 
2. To what companies Act applies. 
3. Liability for statements in prospectus. 
4. Indemnity where name of person has been 

improperly inserted as a director. 

5. Oontribution from co.directors, &c. 
G. Person inserting name of another in prospectus 

as director. &c., without authority, guilty 
of a misdemeanour. 

7. Person wilfully making or issuing false certifi
oate, report, &c., guilty of a misdemeanour. 

S. Limitation of action. 

1891, No. 5. 
AN AOT to amend the Law relating to the Liability of Directors 

and Others for Statements in Prospectuses and other Docu
ments soliciting Applications for Shares or Debentures. 

[4th August, 1891. 
BE IT ENACTED by the General Assembly of New Zealand in 
Parliament assembled, and by the authority of the same, as follows :-

1. The Shmt Title of this Act is " The Promoters' and Directors' 
Liability Act, 1891." 

2. This Act shall apply to or in respect of a company fmmed 
or registered, mintenden to be formed or registered, under the pro
visions of "'rhe Companies Act, 1882," or to a company formed or 
registered, or intended to ~e formed or registered, under the provisions 
of "The Mining Companies Act, 1886," or formed or intended to 
be formed under any other Act of the General Assembly now or here
after in force; and the provisions of this Act shall be construed in 
accordance 'ivith the Act under which the company is (}Teated, formed, 
or registered, m intended to be created, formed, registered, or con
stituted, as the case may require. 

s: (1.) .Where, after the passing of this Act, a prospectus or 
notice invites persons ~o subscribe for shares in or debentures or 
deben.ture-stock of a company, every person who is a director of the 
company at the time of the issue of the prospectus or notice, and 
every person who, having authorised such naming of him, is named in 
the prospectus or notice as a director of the company, or as having 
agreed to become a director of the company either immediately or 
after an interval of time, and every promoter of the company, and 
every person who has authorised the issue of the prospectus or 
notice, sball be liable to pay compensation to all persons who shall 
subscribe for any shares, debentures, or debenture-stock on the faith 
of such prospectus or notice for the loss or damage they may have 
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sustained by reason of any untrue statement in the prospeotns 01' 
notice, or in Rny report or memontndulll appea.ring on the face 
thereof, or by referenoe incorporated therein or issued therewith, 
unless it is proved,-

(a ,) With respect to every sueh untl'Utl state1l1~nt not purporting 
to be 1l1f£de on the authority of an expel't or of a public 
official dooument or statement, that he had reasonable 
ground to believe, Hnc} did up to the time of the allotment 
of the shares, debelltl..UeS, or debenture-otoek, as the (:use 
may be, believe, t hat the statement was true; ,md 

(b.) \Vith respect to every such untrue BtfLtelllent pnrportillg to 
be a statement by, Qr cOlltNined in what plll"ports to be a 
copy of 01' extract fi'om any assay certificate or other 
dooument whatsoever setting forth the capaoity, pro
ductiveness, qua.lity, ,or capability of any matter 01' thing 
respe0ting the objects 01' plll'poses for whi(:h the company 
is formed or intended to be formed, or any of them, 01' 

from any report or valuation of, fm engineer, valuer, 
accountant, or other expert, that it fairly represented the 
statement made by such engineer, yalner, accountant, or 
other expert, or was a correct and fair copy of or extract 
from the assay certificate or other document as aforesaid, 01' 

from such report ar valuation: Provided always that, not
withstanding that such untrue statement fairly represented 
the statement made by such engineer, valuer, accountant , 
or other expert, or Was a correct and fai r copy of an 
extmct from the assay certifioate, document, l;eport, or 
valuation, such director, person named, promoter, or other 
person who author;ised the issue of the prospectus 01' 

notice as aforesaid shall be liable to pay compensation as 
aforesaid if it be proved that he had no reasonable ground 
to believe that the person making the statement, assay 
certificate, document, report, or valuation was competent 
to make it.; and 

(c.) vVith respect to. every such untrue statement purporting to 
be a statement made by an official person, or oontained in 
'\vhat purports to be a copy of or extract fl.'om a public 
official document, t,hat it was a conect and fair representa~ 
tio]) of such statement or copy of or extract from such 
dooument; 

01' unless it is proved that, having oonsented to beoolUe a director of 
the company, he withdrew his consent before the issue of the pro
spectus or notice, and that the prospectus or notice ,vas issued 
with~)Ut his authority or consent, or that the prospectus 01' notice 
was issued without his knowledge 01' consent, and that on becoming 
1.tware of its issue he forthwith gave reasonable public notice that 
it was so issued without his knowledge or consent, or that after the 
issue of such prospectus 01' notice, and before allotment thereunder, 
he, on becoming aware of any untrue statement therein, withdrew 
his consent thereto, and ca11sed reasonable public notice of such 
withdrawal, and of th.e reason therefor, to be given. 

(2.) A "promoter" in this sedion means a promoter who \ra~ <L 
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party to the preparation of the prospectus 01' notice, 01' of the portion 
thereof containing sucb untrue statement, but' shall not include any 
person by reason of his aoting in a professional capacity for persons 
engaged in procuring the formation of the company. 

(3.) Vvhere any company exist ing at the pas8ing of this Act, 
wh ich h as issued shares or debentUl'es, sball be desirous of obtaining 
further capital by subscriptions for shares 0 1' debentures, and for that 
purpose shall issue a prospectns or notice, no director of such com
pany shall be liable in respect of any statement therein unless he 
shall have authorised the issue of such prospectus or notice, or have 
adopted or ratified the same. 

(4.) I n this section the word" expert" includes any person 
whose profession 01' occupation, 0 1' assumed profession 0 1' occupation, 
gives authority to a statement made by him . 

Every action or other legal proceeding under this section sball 
be commenced within three years after the cause of action shall have 
arisen, and not afterwards. 

4. Where any such prospectus 01' notice as aforesaid contains 
the name of a person as a promoter or director of the company, or 
as ha.ving agreed to become a promoter 01' director t hereof, and such 
person has not consented to become a promoter or director, or has 
withdrawn h:i's consent before the issue of such prospectus 01' notice, 
and has not authorised or consented to the issue thereof, the promoters 
or directors of the company, except any without whose knowledge 01' 

consent the prospectus or notice was issued, and any other person who 
authorised the issne of suoh prospectus or notice, shall be liable to 
indemnify the person named as a promoter 01' director- of the com
pany, or as having agreed to become a promoter 01' director. t hereof 
as aforesaid, against all damages, costs, cha,rges, and expenses to 
which he may be made liable by reason of his name having been 
inserted in the prospectus or notice, or in defending himself against 
any action 01' legal proceedings brought against him in respect 
the1·eof. 

5. Every person who, hy reason of his being a 'Promoter or 
director, or named as a promoter or director, or as having agreed to 
become a promoter or director, 01' of his having anthol'ised the issue 
of the prospectus or notice, has become liable. to ma.ke any payment 
nnder the provisions of this Act, shall be entitled to recover contri
bution, as in cases of contract, from any other person who, if sued 
separately, would have been liabJe to make the same payment. 

Every action or oth.er legal proceeding under this section sha.ll 
be commenced within tlll'ee years after the liability to contribnte 
shall have m·jsen, and not afterwards. 

6 . I f any person shall knowingly and wilfully inser t, or cause 
to be inserted, in any prospectus 01' notice inviting persons to 
subscribe for shares 01' debentures or debenture-stock of a company, 
t he name of any other person, whether as director, broker, or solici tor, 
withont the express authority in writing of t he person whose name 
appears on snch prospectus, the person so offending shall be deemed 
guilty of a misdemeanour, and on conviction thereof shall be liable 
to be imprisoned for any term not exceeding three years with or 
without harc11aboUl', or, at t he discretion of the COl1l't -before whid1 



54&55VICT. [Promoters' and Directors' Liability. [1891, No . 5 . 

such conviction shall be had, may be adjudged to pay a fine not 
exceeding one hundred pounds. 

The foregoing provisions shall not prejudice or affect any other 
liability imposed by or under this Act. 

15 

7 . If any person being an engineer, valuer, accountant, 01' other Pers?n wilf,ull,r. 
"expert" within the meaning of the third section of this Act making or Issumg 

• J. •• ' fa.lse cert,fu)o,t.e. 
knowmgly and WIlfully makes, sIgns, or gIves, or causes to be made, report, &le., guilty of 
signed, 0 1' given, any false assay, certificate, report, valuation, 01' III 1D1SdeID(l&lloux. 

other document whatsoever relating to 01' setting forth the ca.pacity, 
productiveness, quality, or capability of any matter or thing respecting 
the objects or p1Uposes for which any oompany is formed or is intended 
to be formed, or, knowing the same to be false, shall issne, utter, offer 
01' dispose of any such assay, oertificate, report, valuation, or other 
dooument whatsoever as aforesaid1 he shall be deemed guilty of a mis-
demeanour, and on conviction thereof shall be liable to be Imprisoned 
with or without ha.rd labour for any term not exceeding three years. 

8 . Every prosecutioll or otber criminal proceedings fOl' any offence Li~lito,tionof 
under sections six or seven of this Act shall be commenced or taken a.etlOn. 

within three yean after the alleged offence shall have beeu committed, 
and not afterwards. 
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