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ENGLISH PRACTICAL BANKING. 

BY THO~IAS n. MOXON, 
1'&/,LQW OF 1'118 1/'ISTITUTII QP BANKERS 

~
N writing this small treatise, which originally appeared in 

the Journal of the Institute of Bankers, it has been the 
endeavour of the writer to present as concisely as possible 
a synopsis of actual banking practice, from which all digres• 

eions, historical and theoretical, are excluded. 
As banking is so much a matter of figures, it will be hardly out 

of place to observe, by way of introduction, that the signs for the 
figures which we now employ-the Arabic numerals-are not mere 
arbitrary symbols, but are derived from the shapes of the initial 
letters of the Sanscrit words for the numerals. In that language 
these words conveniently began each with a different letter. 

CorNs. 

Our currency system is based upon the "sovereign,'' which con
tains ll3 ·0016 grains of fine gold, weighs, including the alloy, 
123 · 27 4 grains when of standard weight, and is a legal tender so 
long as it weighs not less than 122 · 5 grains. 

Any person who chooses to take to the Mint bar gold of the 
value oi £20,000 is entitled to have it returned to him in sovereigns, 
containing the exact amount of gold which he brought, but, as the 
Bank of England buys bar gold of standard purity or fineness at 
.£3 17 s. 9d. per ounce, in practice all bars are sold to the Bank, the 
loss of 1 !d. per ounce being just equivalent to the loss of interest 
and other expenses incident on passing gold through the Mint. The 

A 
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half .. sovereign is exactly half of a sovereign except that its least 
current weight is 61 ·125 grains, .and it, with the gold coins issued 
by the Australian Mints at Sydney and Melbourne, is also legal 
tender here. The grains referred to are, of course, troy weight, of 
which 5,760 ma.ke a pound troy, and 7,000 a pound avoirdupois. 

Pre-Victorian gold coins are no longer legal tender. 

The Coinage Act, 1891, provides that gold coins not more than 
three grains (whether sovereigns or half sovereigns) below the stan
dard weight may be exchanged by the Mint at their nominal value. 

The silver subsidiary coinage is based upon the shilling, whose 
standard weight is 87 · 272 grains. The bronze coins are the penny, 
which should weigh on issue 145 · 833 grains, the halfpenny 87 ·50(} 
grains, and the farthing 43 · 750 grains. Three new pennies weigh 
exactly an ounce avoirdupois, and a halfpenny is exactly an inch in 
diameter. 

Our silver and bronze coins are termed token money because they 
only represent certain fractions of a sovereign, and are not intrinsi
cally worth what they represent, the country making a profit, called 
"Seigniorage," upon their issue. For instance, an ounce of silver, 
which can be bought for say 26d., is actually coined into 5 shillings 
and 1 sixpence, showing a profit of 3s. 4d. per ounce. 

Gold coins are a legal tender for any amount, that is to say, may 
be used to discharge any debt. Silver coins are only legal tender in 
payment of an amount not exceeding 40s., and bronze coins in 
payment of an amount not exceeding Is. 

BULLION. 

Remittances from abroad are sometimes made in bullion, i.e., 
precious metal of variable fineness, in bars, dust, or "groups," that. 
is, mixed coins, medals, and morsels of gold. These are sent to a 
bullion broker, who will, after assay and weighing, furnish an account 
sales, showing the weight, fineness, and money value of the remit
tance. If coin or bullion is sent by rail it should be insured for 
safe delivery, the policy to cover all risks until delivered into th~ 
hands of the consignee. 
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BANK NoTES. 

Bank of England Notes are legal tender as well as our gold 
c"ins, so long as the Bank pays them in legal coin on demand, but 
no one is bound to give out change if the value of the notes exceeds 
the amount of the debt to be paid. They are not legal tender by 
the Bnnk of England or its Branches, where sovereigns can be 
demanded, but not half-sovereigns or silver. All Bank of England 
notes are exchangeable into sovereigns at the London Office, but at 
a Branch change can only be demanded for notes issued thereat. 
They are current but not legal tender in Scotland or Ireland. 

C uuntr y Bank Notes are not a legal tender, and unless received 
for an antecedent debt any loss arising from the failure of the 
issuers will rest upon the receiver, if there has been a reasonable 
time for him to have presented them for payment. Some country 
bankers when they receive them from customers stipulate that their 
clients shall not be discharged from responsibility for say ten days 
If notes are forged, the receiver can undoubtedly reclaim their 
amount from the person who paid them to him. 

Foreign Bank Notes should be treated as foreign bills, and sold 
through a broker. Australian notes are expressed in sterling, but 
there is a heavy loss in realising them here . 

• Yotes by Post.-Full particulars of the number, date, place of 
issue, and denomination of every note sent by post ~hould be taken, 
and unless oruers are given to the contrary they should be cut in 
two, and the halves sent by different mails, one letter at least being 
registered. If they are transmitted by the channel and in the manner 
indicated by a customer any loas that may arise will fall upon him. 

Lost K otes.-If notes are lost, although the loser can recover 
them from the finder, yet if the finder has paid them away for value 
to any person not aware that they are lost notes, the holder has a 
good title to them and the original owner cannot touch him. The 
finder, whilst they are in his hands, haa a good title against all the 
world except the loser. If the loser can give full particulars he may 
claim fresh notes for the like amount on giving a satisfactory 
indemnity. 
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"Stt;>pping" Bank Notes.-In case of notes being lost they can 
be " stopped" by giving full particulars to the issuing bank, who 
thereafter, if the notes are presented for payment, will make inquiries 
as to the title of the presenter. If his answers are satisfactory they 
are bound to pay the notes, and can only give the stopper informlli' 
tion as to the circumstances under which they have been paid. When 
notes are stopped at the Bank of England the bank makes a charge 
of 2s. 6d. for registering the stop. 

Half N otes.-It is dangerous to make advances upon half notes, 
as the holder may have received them under conditions which he 
has not fulfilled, and in that case the sender can reclaim the halves 
already sent. 

Destroyed N otes.-The value of notes that have been partially 
or wholly destroyed can be recovered from the issuers, on satis· 
factory proof of the destruction and a full description of the notes 
being given. The issuers are, of course, entitled to a satisfactory 
guarantee in such a case. The Bank of England has its own forms 
for such indemnities. 

CHEQUES. 

A cheque is an order on a banker for the payment on demand 
of a stated sum of sterling money.* If the amount is described in a 
foreign currency a ban~er is not bound to pay the document, but, 
should he elect to do so, it is customary to convert the amount into 
sterling at the current rate of exchange at the place and on the day 
of payment. 

All cheques sho1;1ld be drawn on the forms furnished by the 
banker, as a protection against forgery, and a printed order for a 
new book should be inserted in each book near the end, to remind 
the customer that he will require a new one, and to make it more 
difficult for oile to be improperly obtained. 

Type written cheques should be discouraged; they can so 
easily be altered. 

Number.-Cheques in books should be:ar a running number, the 
first and last numbers being noted in the Cheque Book Register, 
which is signed by the customer or his messenger when a. new book 
is issued. If a cheque should turn up ·under suspicious circum 
stances it can tnen be ascertained from ·the out of whose 
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Look it has been obtained. Many banks post cheques to their 
customer's account by the number, and not by the payee's name. 

Date.-lf a cheque is undated, I think the Bills of Exchange 
Act, 1882, impliedly entitles the holder to insert what he believe~ 
to be the true date, though no alteration of a date can be allowed 
unless initialled by the drawer. A cheque may be dated on a Sun
day, and if post-dated (i.e.,bearing a date after the day on which. it 
was actually issued) it is valid even in the hands of a holder who 
took it knowingly, and whether it be to bearer or to order. A 
banker paying a post-dated cheque incurs no penalty, but he cannot 
debit it before the day of its date to his customer's account, and 
meanwhile the customer may fail. On 9th August, 1895, th:e Supreme 
Court of Queensland held that "a banker is justified in paying a 
post-dated cheque before its date, and if by reason of the payment 
thereof the customer's balance becomes insufficient to pay cheque~ 
presented subsequently, which consequently are dishonoured, the 
banker is not liable for damages"; but this is only a local decision 

Stale Cheques.-What length of time makes a cheque out of date 
depends entirely on the circumstances of each individual case. A 
cheque which had been outstanding twelve months would certainly 
be refused payment on that ground, but the drawer of a cheque is not 
discharged from liability upon it for six yea~, unless he suffer loss 
by the delay in presentation and then only to the extent of that loss. 

Drawee.-The banker upon whom a cheque is drawn is under no 
obligation whatever to the payee or presenter of the cheque unless 
he chooses to incur one. His contract is with his customer alone 
·and to hi~ only is he accountable. The Scotch la~ is otherwise. 
(See page 15.) · 

Bearer or Order.-1\!ost cheques are made payable to bearer or 
to order, but if these words are omitted, unless there are words pro
hibiting transfer, the cheque (or bill, or note) is still held to be 

payable to order. The payee, as well as the drawer, may alter a 
cheque from bearer to order, but only the drawer can alter an order 
cheque ·to bearer, in which case he must affix his initials to the 
alteration. In this, as in all other alterations to cheques, every 
person who joins in the drawing of a cheque should initial any altera· 
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tion. It is not sufficient that the secretary or other official should 
alone initial it. The Local Government Board will not allow any 
cheques under their control to be made payable to bearer. 

Endorsements.-A banker need not pay any attention to the 
endorsements of a cheque to bearer, but if it is to order he must see 
that it is properly endorsed, and that any special endorsements upon 
it are duly completed, although they are in a foreign language. A 
special endorsement is one in which an endorser orders payment to 
be made to the order of another party, who in his turn must endorse 
the cheque to complete the discharge. A blank endorsement is a 
simple signature without such an order. 

An endorsement shcmld be on the back of a cheque, but it may 
be upon the face. 

If a cheque to order does not bear the name. of the payee the 
drawer should endorse it; so he should if to the order of "self." 
[f it is to the order of two or more persons, not being partners, each 
and all of them should endorse, but bankers often are authorised to 
pay dividend warrants on the endorsement of any one of the payees. 
If the payee's name is wrongly spelled on the cheque, he should 
endorse it in the same manner, writing his usual signature beneath. 

An endorsement in pencil is not illegal, but would generally be 
refused, a.s it might become illegible. An endorsement by an 
impressed stamp solely should be guaranteed by a banker, as it 
would be difficult to prove that it had been impressed by proper 
hands. 

Although a cheque be payable to A.. B. for credit of C. D., "r to 
A. B. of London, &c., &c., the endorsement should consist simply ol 
the payee's name without any addition. 

No titles of courtesy, such as Mr., Esquire, &c., should be given 
in endorsements, and a cheque to Mr. A. Brown endorsed "Mr. A. 
BroWn " would be refused payment, though a cheque to Dr. A. Brown 
would be paid if endorsed " A. Brown, M.D.," and an endorsement 
"per pro Mr. Jno. Smith, A. Jcmes," is quite in order. Christia.Jl 
names need not be given in full in an endorsement; it is sufficient 
if the initials agree with the Christian :Q.ames on the face of the 
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cheque. A cheque to Messrs. Brown may be endorsed " J. & J. 
Brown," or" Brown & Bro.," or" Brown & Son," or "Browns." A 
cll(~que to Miss Smith, now married to Mr. Jones, may be endorsed 
"A. Jones, nee Smith." A cheque to Mrs. John Smith may be 
endorsed "M. A. Smith, wife of John Smith." 

If the payee cannot write he should make his mark in presen"!e 
of a witness, thus:- his 

John x Smith, 
mark. 

Witness, James Jones, 
243, East Street, London. 

A cheque in favour of a man now deceased may be endorsed by 
his legal representatives. Any one executor or administrator can 
give a good discharge, but all trustees must join in an endorsement, 
whether trustees under a will, a deed, or an Act of Parliament (as 
trustees in bankruptcy), the form being-

For J. Hobinson, 
J. Green, an Executor. 

For self and co-executors of J. Robinson
J. Green. 

For J. Robinson, 

J. Green, } 
T B 

Trustees . 
. rown, 

It is customary, however, for such endorsements to be confirrn~d 
by a banker. 

A cheque payable to " cash" or order, or " rent" or order, mny 
be treated as to bearer. 

A cheque to a Company, limited or unlimited, should be endorsed 
"The---Co.," or " For the--Co.," or " On a/c the---Co.," or 
" per pro the--Co." In the first form the signer should state his 
official position (though it is not absolutely necessary that he 
should even write his own name, if he write the name of Lhe 
Compauy by authority), in the others it is desirable, but not 
imperative, that he should do so, though some banks insist on it. 

An endorsement" per pro The Dynamite Co., Limited, per pro 
J. Green, secretary, A. Brown," is not a good discharge, because the 
holder of a procuration usually has no power to delegate his 
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authority, and such an endorsement ought to be confirmed by a_ 

bank. 
The signer of a procurajtlion endorsement must give his full ordi

nary signature, not his ba.re initials. 
Dividend warrants ~ust always be signed by the actual person to 

whom they are payable. Procuration endorsements are not accepted 
on the~ under a.ny circumstances. 

Procuration endorsements are not accepted by Poor Law auditors, 

unless confirmed by a bank. 
Endorsements where " for" or " pro " is prefixed instead of " p. p." 

are not usually accepted, though there have been legal decisions in 
their favour, and even the endorsement of " S.-- & Co., per S. 
K.-- agent," has been decided to be a good discharge to the paying 
banker. 

Though procuration endorsements are now aooepted by all the 
banks in the United Kingdom, there is no legal compulsion to accept 
them, where it is considered desirable to have a confirmation. 

If an agent endorses cheques payable to his principal by pro
curation, without authority, and fraudulently places them to ·his 
own acco-unt, his bankers will be liable to refund the money they 
have received for such cheques, unless, perhaps, they happen to be 

crossed cheques when handed to the bank. (See page 61.) 

In .place of endorsement by the payee a banker will sometimes 
write on a cheque "Placed to the cre~t of payee with us. P.P. 
Central Bank, A. Gill," but, though this guarantees that the money 
has passed into the right hands, many banks refuse to accept such 
er.dorsements, unless prefixed by " Endorsed by arder of and," &c. 
Cheques, however, made payable to a. company for a ca.ll are usually 
honoured when endorsed " Received in payment of call and passed to 
credit of payees," the signature of the bank of course being attached. 

A banker cannot demand a. receipt on payxnent of a. cheque to 
order, when duly endorsed. 

An- endorser of a cheque guarantees the genuineness of it, and 
also its due payxnent, a transferor by simple delivery without 
endorsement only guarantees its genuineness, but as' a. banker 
usually acts simply as collector, he can charge his customers with any 
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cheques returned unpaid, whether endorsed or not, so long as he has 
not been guilty of laches (negligence). 

It is said that the guarantoo vi an endorsement requires a six
penny st.lJllp. "Endorsement confirmed" would evade tllli! liability. 

All cheques should bear the endorsement or name stamp of the 
firm paying them to the bank, but they should not be specially 
endorsed to the bank. It is much preferable that the customer 
should simply cross them with a stamp thus, "Ionian Bank afc 
Green & Co.,'' and the bank will again, if necessary, cross them to 

their collecting agents. 
The addition " afc, Green & Co.," has no legal warrant, though 

few bankers would care to- dispute their liability for loss arising 
through their neglect to attend to the instruction. 

Though the paying be.nker is absolved, should the apparently 
correct endorsement of a cheque prove to be a forgery, the banker 
who collected the cheque may be required to repay the money, unless 
the cheque were already crossed when it came into his hands, and 
were collected for a regular customer, not from a casual one.* Under 
any circumstance the person for whom he collected the money would 
be called upon to repay it. (See page 61.)t 

Amount to be Pqid.-When words and figures differ, the banker 
may pay the amount in words, but usually such a cheque is returned 
with answer, "words and figures differ." Where it is clear what 
amount is intended to be paid, a cheque should not be returned 
because of a trivial omission, thus, twenty one four shillings and six 
pence should be paid as £21. 4s. 6d. Customers are often careless in 
filling up cheques, and by the use of pale ink, by disconnected words, 
by slovenly writing, and by the issue of cheques to unknown indivi
duals, offer facilities for fraud that unforturiately too often cause loss 
to the banker instead of to the customer. Perhaps the easiest 
amount to alter is eight pounds, which by the insertion of "y" in 
the words and " 0" in the figures is C"onverted into £80. The use 
of punches, "Under Ten Pounds," "Under Fifty Pounds," &c., &c., 

m;,terially spoils the field for the forger. Where a cheque has to be 

• (Jue trnnRa.ction does DQt make '' a customer!' 
t ::;ee Clark. v. London a.nd Cou1.1ty Hank. Law Times, 18971 page 293. 
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dra.wn for the balance of an account, and the amount of interest is 
unknown, it should be filled up " the balance of my account, Twent;y 
pounds and accrued interest," lea.ving the figure space blank f0r the 
·banker to fill in the corrent. amount. 

If the amount of a cheque has been altered a bona fide holder 
has a. right to the origina.l a.mount of the cheque. 

Drawer.-A cheque should be signed to correspond exactly with 
the spe()imen signature in the banker's sign"a.ture book, which need 
not give the Christian name in full. It is not, however, essential 
that in any banking do()ument the signature should be at the end of 
it. " I, John Jones, requ.est" is perfootly good, if you can identify 
the writing as tb:a.t of your ()ustomer, but all variations from the usual 
form should be discouraged, and a banker is entitled to return a 
cheque signed in an unusual ma.nner. 

Companies' ()heques should clearly set f~>rth that they are drawn 
fox the Company, but a. cheque for a Limited C1>mpany may be drawn 
in the na.me of the Company simply, thus, "The Borneo Tea Co. 
Limited "-without any persona.l signa.ture-by a person duly 
authorised. (See also page 7.) 

A cheque drawn by an illiterate drawer should be witnessed in 
the same wa.y a.s an endorsement by mark. Such cheques should 
alwa.ys be signed at the bank, and, if possible, the witness should 
not be a bank officia.l, certa.inly not the pa.ying teller. 

In case of sickness, the doctor should give a certificate that the 
customer is unable to write, but is of clear and understanding mind; 
and he and some other respoota.ble person should witness the mark. 
It may be an advantage to obtain a receipt on the cheque from the 
person to whom the money is paid. 

If a. customer is pa.rtially under the influence of alcohol, it is 
desirable, when possible, to have a witness to the signature of the 
cheque and the payment of the money. 

Forged Signatwres.-A forged cheque oa.nnot, of course, be 

charged to a customer; but if the forgery is discovered the day the 
cheque is pa.id, a.nd before the position ol. the person to whom it 
has been paid is altered, probably the money may be recovered 
from him, but after the da.y of payment there is no rooourse against 
him. 
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If a forged cheque comes forward, it is well to telegraph at once 
to the banker through whom it is presented, so as to nip the fraud in 
the bud. 

Stamps.-Cheques, for however small an amount they may be, 
must be stamped, either with an impressed penny stamp, a penny 
postage, or two halfpenny postage stamps. If unstamped when 
presented for payment, the banker can stamp them and deduct the 
penny from the amount to be paid, or charge it to his customer. 
Cheques drawn abroad may bear an impressed stamp. 

Cheques issued by industrial sooieties, building societies, and 
rural sanitary authorities require to be stamped, but those of poor
taw guardians and Government departments are exempt. Cheques 
Qf friendly societies are exempt (Inland Revenue Circular, Nov. 10, 
1894); also those of a Registrar of a. County Court on his publio 
aocount. Cheques and bills drawn by any officer of a. public depart
ment upon any account used only for public money, are also exempt. 

A receipt on a stamped cheque for £2 or above requires a 
receipt stamp. 

Crossed Cheques.-The crossed cheque is originally peculiar to 
the United Kingdom, but is now recognised in France. It is a 
cheque crossed on its face by two parallel transverse lines, with or 

without the words" and Company," "Not negotiable," "Under-
pounds," or the name of a banker without the parallel lines. The 
dfect of the crossing is that the banker upon whom the cheque is 
Jrawn is required to pay it only to some other banker, or, if a parti
eular bank is specified in the crossing, then only to that bank. 
Any holder may cross a cheque ·or convert a general croosing into a 
special crossing. If a cheque is crossed by two banks, unless it is 
clear that one of the two is acting as agent for the other, payment 
should be refused. In practice such cheques are paid against an 
indemnity from the bank that receives the proceeds. If it is desired 
to cancel a crossing, the drawer, and he only, should write acroos 
the cheque "Pay cash," adding his signature. 

"Not Negotiable" Cheques.-A crossed cheque bearing these 
words warns all holders that if there is any flaw in the title to it 
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the rightful (}wner may recover fr(}m wh(}IIUioever obtains cash for 
it. The bank that oollects such a cheque for a customer is pro
tected, th(}ugh the customer himself ma,y have to refund. The 
paying bank incurs no special liability oo these oheques. 

Presentment for Payment.-No delay should be made in sending 
forward cheques for payment, especially if they are to go through the 
Country Clearing. , Legally, until the close of the first business day 

after the day of receipt is allowed to present theta (}r send them 
forward, if they are sent direct, but if delayed looger any loss 
incurred will fall upon the person r~ponsible for the delay. In 
practice, all cheques which have to be sent by post are forwarded on 
the very day on which they are received. If it is desired to know 

early whether a cheque is paid or no·t, it should be sent direct to the 
drawees with request to them to advise its "fate." If a. telegram is 
requested, only if unpaid, it is difficult to make sure of its payment 
until the close of the day, and hardly then. No cheques presented 

\ 
through the London Clearing House are absolutely paid until the end 
of the day, and the clearing London banks invariably present all 
cheques through this channel, therefore a London cheque should be 
sent through some non-clearing correspondent if early advice of its 
fate is required. 

Cheques for large amounts, particularly if received from weak 
customers, or issued by weak drawers, may often advantageously 

be sent direct to the draw!les for payment to agents in London. 
Such remittances should be attended to on the day of· receipt, for 
though legally they may be retained until the day following, the 
remitting bank should advise its customer if it does not receive 
advice of payment in course of post. . As a banker has no right to 
debit his customer with a cheque before the day he pays it, no 
matter when it is drawn, he incurs no loss by paying it over at 
once, and the courtesy of bankers to each other requires this prompt 
attention, which is rarely neglected. 

Payment Stopped.-Tb.e drawer of a cheque is the proper person 
to stop payment of it, and should any other person apply to do ~o 
he should be required to obtain the requisite order from the drawer. 
though of course meanwhile care should be exercised not to pay 
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the cheque, should it be presented, until it is ascertained that the 
presenter is entitled thereto. .Alter orders are received from the 

drawer not to pay, the loss will fall upon the banker if he should 
pay it. He should therefore promptly advise every office where 
that particular customer's cheque6 are payable of the stop. He 
is not bound to act on an unauthenticated telegram. 

A strong argument againat paying cheques out of hours is that 
if by doing so the drawer is deprived of the opportunity of stopping 
payment of a cheque, and thereby he incurs loss, the banker rnll.y 
be held liable to recoup him. Although no responsibility to the 
holder of a stopped cheque devolves upon the banker on whom it 
is drawn, yet if it is out of the hands of the payee when the payment 
is stopped, and is not tainted with forgery, any holder for value can 
sue the drawer upon it, unless it is a " not negotiable" cheque. 

It is not requisite for the drawer to stop payment of a cheque 
because the payee is bankrupt; in fact, it might be dangerous so 
to do, as a bona fide holder would be entitled to demand payment 
of it. 

Drawer Dead.-Aiter a banker hears of the death of a customer. 
he must not pay his cheques, but return them marked "drawer 
deceased." A:ny cheques paid after his death, but before notice of 
it is received, are in order, and can be debited as usual. Thi' · 
regulation only refers to personal accounts, or where the deceased 
is sole partner in the firm. The death of a partner does not stop 
payment of cheques signed by him in the firm's name, but his 

estate is not liabl~ for payments made by the banker after notice 
of death. • The death of a treasurer does not affect cheques drawn 
by him officially. 

Donatio Mortis Causa.-Though a cheque delivered but not 
oaahed before the death of the drawer cannot be cashed by the 
banker after notice of his death, yet if the recipient has endorsed 
it over to a third party for valuable consideration before, or without 
notice of, the death, it is a completed gift, and the executors will 

have to pay it. 
A cheque, promissory note, or bill in favour of B, but not 

endorsed, and given by him during his last illness to his son, will 

pa@s to the son as donatio mortu cawui. 
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Act of Bankruptcy.-As soon as a banker knows that his cus
tomer has committed an act of bankruptcy he must cease to pay 
his cheques, but it must be an actual act of bankruptcy. Thus, if 
the customer says, that unless he receives help, he must stop payment, 
that is not enough in law to make an "act of bankruptcy," th()ugh 
after such a remark the banker would, of course, take care not to 
let him overdraw or increase his liabilities to the bank. If the notice 
is not direet from the customer or someone acting for him, it will 
be well to send to his place of business and obtain confirmation oi 
the rumour before dishonouring his cheques. 

A verbal statement that the speaker is unable to pay his debts in 
full is not an act of bankruptcy under the Act of 1883, unless made 
formally and deliberately, but the House of Lords (7th July, 1891} 
declared a circular "being unable to meet my engagements" to be 
an act of bankruptcy. 

P ayment.-Having seen that the details of the cheque are in 
order, and tli.at the cheque is not stopped, and the drawer is not 
dead, and has not failed, the cashier may proceed to payment, 
subj~t to the state of the drawer's account. Great care must be 
taken to make sure that everything is credited before a cheque is 
dishonoure< · on the ground of want of funds, for a banker will cer
tainly be mulcted in damages, should he improperly refuse payment, 
and so damage his customer's credit. 

If it has been the custom to pay cheques against securities, 
the privilege must not be withdrawn without first advising the 
customer, unless the s~urities have suddenly depreciated in value. 
If there are sufficient funds, irresp~tive of interest and charges, 
these charges should not be debited at an unusual time, without 
notice, and then a cheque dishonoured for want of funds, bU:t it is 
thought a cheque may be returned with answer, " effects not 
cleared," though previously the customer has been permitted to 
draw ~inst cheques, &c., paid to credit, before they have been 
encashed.* If a banker holds a cheque over instead of returning 
it, and the drawer pays in to his credit enough to cover it, the 
banker is bound to pay the cheque, irrespective of the state of the 

* There is sollle doubt as to this.. 
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drawer's account. Instead of holding a cheque over and advising 
the remitter, it is wiser to return the cheque at once, and to recall 
it by telegraph when in a position w pay it. (See also page 48-
" Credits in Account.") 

Jf the total amount of the cheques presented exceeds the avail· 
able ftmds of the drawer in his banker's hands, W!ually those cheques 
would be pAid which are within the available amount, but in a 
similar case the Bank of England returned all the cheques presented. 

When a cheque is returned for want of funds, the best answer 
to give is ·• Refer to drawer" (or "R/D "), but if the answer is 
"Not sufficient funds" (or."NJS"), on no account should the 
amount of the deficiency be stated. After a cheque has been 
refused which exceeded the customer's balance, smaller cheques may 
still be paid when presented. In Scotland, however, it is not so; 
presentment of a cheque there establishing a lien on the balance in 
tJ,e banker's hands in favour of the holder of the cheque. 

When payment of a cheque is refused on technical grounds, it 
is desirable to express them so clearly that no imputation can oo 
cast upon the credit of the drawer, and therefore it is often desirable 
to add to the answer, "will pay on banker's indemnity." If a 
cheque can conveniently be sent to a customer for the correction of 
a technical flaw it is much better to do so, rather than to return 

it unpaid. 

If &. cheque has been cancelled in error, the cancellation may be 
annulled by writing under it ·• cancelled in error," and the initials. 
of the canceller. In some foreign countries this is not permitted. 

If a cheque is presented with a bill attached to it, but to which 
it makf's no reference, a banker is not entitled to refW!e the cheque 
becaW!e of any irregularity in the bill, but it is otherwise if the 

cheque refers to the bill. 

Legally, if B pays to his credit with X a cheque drawn upon X 
by A, and X receives it without remark, X may return it unpaid to 
B's debit the day after receipt, but in this, as in many other cases, 
tt is well not to rely upon legal rights too strongly, for such action 
would tend to discredit a bank in the eyes of the public. It is not 
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reasonable that B should occupy a worse position through being 
a customer than if he had been a stranger. 

A. cheque is paid so soon as the money is passed across the 
counter, and a banker has no legal right to demand it back again. 
The payment dates from the actual day of payment, not from the 
date of the cheque, 'aJld the interest account should be calculated 
accordingly; a cheque paid by an agent under standing orders 
should be charged, as to interest, from day of payment, ·not 
from day of receipt by the drawer's bankers. 

Mutilated Gheque.-If a cheque bears evidence of having been 
torn, as though to cancel it, paymeni; should be refused. If it has 
been cut or torn in two, it is usually returned, unless endorsed in 
some such form as " Accidentally mutilated by us," followed by a 
banker's signature. · 

Dishonoured Gheque.-Fo·r whatever cause a. cheque is dis
honoured notice should i=edia.tely be given to the customer from 
whom it has been received, if it is not a.ctually returned to him. If 
it is desirable to retain a hold on the drawer, notice should be given 
to him also, without delay, on a. simila.r form to that used for dis
honoured bills. 

If a banker has to return a cheque, he should send it back to the 
bank or person from whom he received it, unless it comes through 
the London Clearing House, when it· should be sent to the bank 
who, from the crossing, appear to have sent it to be cleared, not 
to their London agents. 

Even if a dishonoured cheque is reclaimed by the bank on whom 
it is drawn, the banker to whom it was returned should let his 
customer know of the return, as it is an indication of the weakness 
of his customer which he should be made aware of. 

If a dishonoured cheque bears foreign endorsements it may be 
desirable to treat it like a bill and have it protested, but this will 
depend upon the instructions given by the customer when paying 
it in. If any delay is occasioned by obtaining protest, notice of the 
dishon<mr should be given at once, without waiting for the docu
ments. If a. cheque is dishonoured and paid on re-presentation, 
commission upoo it cannot be claimed from the paying banker. 
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Cruhing Chequa.-If cheques on other offices or banks arc 
caabed against standing orders, they fall under the rules for the 

pa:•ment of chequL•; but if cashed without authority from the bank 
on whom they are drawn, the presenter, who should endorse the 

cheques, is liable if the cheques are returned. If a cheque is cashed 
Cor a stranger, it is much safer to take a bearer cheque, or one 
payable to the Cashing Bank, because if it is paid by the banker 
on whom drawn, though it should afterwards prove to be a forgery, 

if l1e does not give notice of the forgery on the day he paid the 
cheque, he cannot recover the money from the banker to whom he 
paid it, though the latter would be liable on a forged endorsement. 

A cheque may be accepted, but it is not desirable for a bank 
to encourage this practice, known in An1erica as the "certification 
of cheques." 

All paid cheques should be visibly cancelled before they are put 

away or given up. This is often done by punching a hole in them 

Paid cheque~ are the legal property of the drawer, but the 
paying banker is entitled to an acknowledgment that they are 
<Jorrect, and con·eotly charged to the customer's debit, before 1e 

parts with them. 

Lost Cheques.-!£ the payee selects the channel through which 

the remittance is made, or the ordinary means of communication 
are made use of, the loss falls upon him,* and he must find thi 

indemnity requisite before a new cheque is issued. On a satisfac· 
tory indemnity being offered he can insist upon a new cheque being 

given to him. 

When a cheque is lost the loser should at once advise all who 
are parties to it, get payment stopped by drawer, and advertise the 
loss, but if no forgery is requisite to enable the cheque io be 
.cashed, any person who takes it hone.<Jtly and for value can compel 

thl' drawer, not the banker on whom drawn, to pa,v it. if it is not 
'' not negotiable." The drawer must in such ~ case recover upon 
the indemnity if he has issued a duplicate. 

• A l""llal dechiQ~ ~o:iven ~ few years ago demoostta.tes the desirability of obtaining 
~pedfic orders to rem1t by the post. 

B 
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CASH 0RDBRS. 

These are inland drafts on demand, drawn by traders on traders 
(therein differing from cheques). Generally they are subject to the 
laws of bills of exchange. 

They should be presented for payment within the business hour& 
of the drawee, and the presenter may insist upon being paid in 
legal tender, though it is usual to accept silver, if sent by the 
drawee to the bank. If the collecting clerk h.a.s permission, he 
may give the order up in exchange for the drawee's check, or the 
order may be held till the cheque is paid, or it may be attached to 
the cheque. A cheque given for a cash order has this advantage, 
the holder can sue the drawer of it, though he could not sue him 
as drawee of the cash order. If the order is not paid on presentli
tion a notice is usually left describing it, and requesting payment 
to be made at the bank that same day before the close of the bank's 
business hours. If the order is not taken up by the close of the 
business day following the day on which the order was presented 
for payment, it is returned to the remitter with answer " Notice 
left." Part payment should not be accepted unless authorised by 
remitter. 

Cash orders are not noted, being usually inland documents. If 
they are foreign drawn they are treated in all respects as bills or 
exchange. 

Some banks object to collecting cash orders, and either make 
a heavy charge upon them or refuse to receive them at all. 

The acknowledgment of receipt of a cash order must not be 
accepted as an indication that it has been paid, though if it is held 
over unpaid it is much the better plan to say so in the acknowledg
ment. Sometimes a customer gives standing instructions to pay 
orders drawn upon him by specified individuals, but it is well to 
require advice from him of each order, so 8B to lessen the risk of 
paying a forgery, the loss on which would fall upon the banker. 

PosTAL ORDERS AND PosTAL NoTBs. 

Wherever these are made payable they can all be actually cashed 
at the General Office in London, and also in some of the larger 
cities. A banker is not required to give the name of the remitter, 
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but on the other hand a banker has been called upon to repay a 
Post Office Order six weeks after he received cash for it, and he 
cannot receive payment of crossed Postal Notes until they have 
been examined at the General Office, unless he signs a special 
undertaking. 

Postal Orders are not " negotiable instruments," therefore if 
they have been purloined the holder can give no title to them. 

! 
I 

BILLS OF ExcHANGE AND PROMissoRY NoTES. 

These form a. very important part of a banker's assets, and it 
requires considerable discrimiriation to discern what bills are based 
upon proper mercantile transactions, what are practically mortgages 
upon inconvertible property, and what are simply accommodation 
bills though called by a much less offensive name. Bills drawn by 
merchants on manufacturers, by manufacturers on wholesale dealers, 
and by wholesale dealers on retailers, are regular and proper in 
most trades, though it is necessary to know the customs of each 
trade before its bills can be criticised. Accommodation bills, 
created simply to assist one of the parties thereto, can often be 
detected by a consideration of the business relations of the two 
parties, but only experience can teach the manifold phases which 
Lills of this character assume. 

Inland Bills are those both drawn and payable within the 
British Isles, or drawn within them upon some person resident. 
therein. The British Isles are Great Britain and Ireland, the 
Islands of Man, Guernsey, Jersey, Alderney, and Sark, and the 
islands adjacent thereto, being· part of the King's dominions. 
Such bills are generally "sola " bills, that is to say, are represented 
by only one document, not by duplicate or triplicate documents, 
called a "set," as in the case of foreign bills. 

As far as regards the revenue stamp on bills, the Channel 
!~lands and the Isle of Man are considered "foreign" places. 

Alterations.-Any material alteration in a bill, whether it be 
in the date, the currency, or the amount, should be initialled by all 
the parties to the bill. 
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The Date.-A bill should be dated. If it is not, any lawful 
holder may put in what he believes to be the true date, but the 
acceptor should be advised of the date inserted, so that he may 
rightly calculate when the bill falls due. 

A bill may bear date prior to or subsequent to the day on which 
it was actually made, or to the date of the impressed stamp, and 
it may be dated on Sunday. 

The Currency of a bill is the period of time which must elapse 
before it is due. If the period is expressed in months, calendar 
months are meant, and the three days' grace are added at the end 
of the term. Thus, a bill at three months' date, dated 28th 
November, would complete the three months on the 28th February, 
and the three days' grace would make it due 3rd March, unless, 
being lenp-year, February had 29 days, when it would be due 2nd 
March. In calculating the months no allowance is made for lacking 
days, so a bill at three months' date from 30th November would 
complete its three months at the end of February, the 28th or 29th, 
as the case might be, and would consequently still fall due on the 
3rd March. 

Bank post bills issued by the Bank of England take no grace. 
All other bills, even those drawn upon that bank by its correspon
dents, follow the rule and take three days, even if drawn payable 
on a stated date.* Days of grace are alike granted upon bills of 
exchange and promissory notes. If they are payable by instalments 
grace is allowed on each instalment. Bills are always described as 
due on the third day of grace, even if it falls on a holiday or a 
Sunday. If in the above case 3rd March were a Sunday, to 
describe the bill as 'due 2nd March would probably cause its 
dishonour, although actually it would be presented and paid on 
that day. Some Russian and other Eastern-drawn bills are dated 
according to the old style, to which 13 days must be added before 
the computation of maturity, to bring the date into accord with 
tho Gregorinn calt>uda.r.-8ee Foreign Bills . 

.At Sight drafts are payable on demand, and take no grace. 

" Unle88 drP.wn th'JB •• On 3rd Feb,, 1893, jf.z;,d." 



ESGLISH PRJ.CTICAL BANXlNG. 21 

After Sight Drafts.-The currency is reckoned from the datt: 
on which the bill was left with the dra11'ee. If it has been noted or 
protested for non-acceptance, the period is calculated from the date 
of noting, and anyone intervening for honour must calculate the 
currency from that date, not from the date of his intervention. 

Datt of Payment.-If a. bill falls due on Sunday, Clu·istmas 
Day, Good Friday, or on a. public fast or thanksgiving, or on a 
holiday, not being a" bank holiday," appointed by royal proclama
tion, it must actually be presented and paid on the previous business 
day, but if it falls due on a bank holiday it must be presented and 
paid on the business day next after the holiday. 

When a bill falls due on a Sunday, and the Saturday is a Bank 
Holiday, the bill is actually payable on the Monday following. 

When Christmas Day falls on Saturday, bills maturing on the 
following Sunday are payable on the preceding Friday in England, 
hut apparently on the following Monday in Scotland. 

Bank Holidays in England and Ireland are Easter Monday, 
Whitsun ~Ionday, the first Monday in August, and the 26th of 
December, or, if that is a Sunday, then the 27th December. ln 
Scotland they are: New Year's Day (or, if this falls on Sunday, 
then the following Monday), and the first Monday in May and 
August. Christmas Day and Good Friday are now Common Law 
Holidays in Scotland. 

Overdue Bills.-If bills are overdue the holder cannot acquire 
or gi;e a better title than the person had from whom he received 
them. 

Arnount.-The words in the body of a bill or note fix the 
amount of the bill, the figures are but a memorandum. If they 
diffe1, the customer and the acceptor should be advised of the 
correct amount, as given in words, and it should be marked 
o\·er the figures. It is better, however, to return such bills for 
correction. 

V al~U Rueivtd, or similar words, need not be inserted in an 
inland bill, but are requisite in a foreign one. Reference to parti
cular securities or goods described by their marks does not give 
the holder of the bill any lien on them, unless he has the actual 
documents of title. 
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Foreign Money.-If the amount is specified in foreign ~oney 
the sum .. to be paid is calculated at the rate of exchange for demand 
drafts, at the place where the bill is payable on the day it is due, 
unless the bill is drawn "Exchange as per endorsement," or some 
other indication is given in the doou~ent of the amount to be paid 
in sterling . 

.Drawer . ....:..The drawer guarantees by drawing that the bill will 
be duly accepted and paid at maturity. If he is a minor, although 
the holder has no rycourse against him, he may derive through him 
a right of action against the acceptor of the bill, and similarly if 
the drawer be a company or corporation who acted ultra vires in 
drawing the bill. 

H drawn by a company, the name must be correctly stated and 
the bill signed "for" the company, or the signers are personally 
liable. (See also pages 7 and 10.) 

Acceptance.-Until a bill is accepted no one except the drawer 
has any ciaim whatever upon the drawee.* Before sending out a. 
bill for acceptance a banker should, if the bill is his own, make it 
specially payable to himself, or to the agent through whom he will 
send it for payment. Although a bill be unaccepted, if it be a 
bill from abroad, it may have an indication anywhere about it, 
indicating that another part of the " set" is accepted and in the 
hands of a specified person ; often expressed " First and in need 
with Messrs. --." The advantage of this plan is that earlier 
acceptance is obtained, with its additional security. In such a 
case the banker will exhibit the "part" he holds to the person 
indicated as the holder of the accepted part, applying for it, and 
the holder is required to hand over the acceptance if the two parts 
agree; probably there may be no endorsements upon the accepted 
part, or only a portion of the series of endorsements which are on 
the other, but if as far as they go the two parts agree, they are 
fastened together and form one bill. 

No time 11hocld be lost in presenting a bill for acceptance. 
Unreasonable delay would, in case o.f the fitilure of the drawee, 
discharge the endorsers, if the bill is drawn "after sight," and eveey 

*Tlc'tefore beware of bills drawn" unacceptable. u 
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day's delay postpones the day for payment of the bill. Bills should 
be sent out for acceptance at latest on the business day next follow· 
ing the day of receipt. In London, bills after date having more 
than three days to run are presented for acceptance. 

The bill must be tendered to the drawee fo·r acceptance; he IS 

not required to call to see it. It can be sent by post, but if the 
holder does not care to trust the drawee with it, and he resides at 
a distance and is asked to call, the person from whom it has been 
received should be promptly advised of the course adopted. If it 
be sent by post, either direct to drawee or to a bank, a stamped 
envelope should be enclosed for its return, unless the bank to whom 
it is sent is a recognised agent of the sender. Presentation should 
be during the usual business hours of the drawee, and he is not 
required to date his acceptance from the actual day on which the 
bill was left, if left after such hours. He is not required to accept 
it at once, but is entitled to have until the close of the following 
business day to decide upon the course he will adopt. If, however, 
when the bill is tendered he chooses to give an answer at once, the 
presenter need not wait until the following day before dealing 
further with the bill. 

If the bill has documents attached to it, they should be exhibited 
with the bill for examination (both bills of lading and insurance 
policy, &c.), but the drawee cannot demand that these should be 
left with him, and it is not customary to do so unless the drawee 
be a banker. If documents are so left, and the drawee wrong· 
fully retains them, he commits a criminal offence. When docu· 
ments are attached to a bill, there should be a ticket stating whether 
the instructions are to deliver " Documents on payment," or " Docu· 
menta on acceptance." If the holder sends the bill by post ffJr 
acceptance, he should repeat these instructions, and any other such, 
as "protest if not accepted," or "incur no expense," &c., &c., in 
the letter. These instructions should be strictly attended to in all 
bills received to procure acceptance of, because any neglect of them 
may involve the party guilty of n~ligence in liability on the bill. 
It is customary when presenting bills for acceptance to attach a 
ticket, " Left for acceptance by of , 17th February, 
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1904." In country towns it is advisable to add ''to whom only 

the bill must be returned," and, if the bill entitles you to say it, 
" to be accepted payable in London." 

If the bills are on demand, payable elsewhere than at the 
residence of the drawee, an endeavour should be made to recover 
them before the close of business hours on the day on which they 
are presented for acceptance. 

If a bill is drawn payable at any other place than the drawee's 
residence or place of business, it must be presented to him for 
acceptance before it is sent for payment, even though this will 
prevent the bill arriving at the town where it has to be paid until 
after the due date, but in such a case notice of the circumstance 
should be sent to the remitter, particularly if the bill has foreign 
endorsements.* If the drawee is de.a.d, an attempt should be made 
to find out his personal representatives, and to present the bill to 
them; if they are not known, it should be presented at his last 
residence. If he is bankrupt, the bill may be presented to him or 
his trustee. If there are several drawees, the bill should be pre
sented to each of them if they are not in partnership. 

Acceptance is signified by the signature of the drawee upon the 
bill (even on the back), and that in English law is sufficient, with· 
out any addition. If the bill is after sight, the date of sighting 
must be added. If the bill does not specify where the bill is to be 
made p~yable, the acceptor is not entitled to make it payable out 
of the town in which he resides, unless perhaps in London, according 
to custom, and nothing must be added to his acceptance to indicate 
where it is to be paid, without his sanction. 

Acceptances for a company should set forth clearly that they are 
accepted for the company. 

The acceptance can be given before the bill is signed by the 
drawer, or whilst it is otherwise incomplete. If instead of accepting 
a bill the drawee gives a cheque (not requiring endorsement), and 
bearing the due date of the bill, this is not an acceptance within 
the ten:J;~S of the Act of 1882, and the endorsers should be advised 
thereof and their approval obtained. 
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The drawee of a bill must be very careful not to accept more 
than one part when the bill is drawn in a set (" first, second, and 
third of exchange"), for if he accepts two parts he may have to pay 
both of them. 

The drawee will be careful not to accept any draft drawn under 
a per procuration which is not known by him to be authorised by 
his correspondent. 

The acceptor may cancel his acceptance so long as it remains 
in his own hands, provided he has not declared his intention to 
accept, and thereby caused a third party to rely on the bill. Aiter 
he has delivered the acceptance he must not revoke it, nor can he 
thereafter dispute the drawer'!! signature. If he has been induced 
to accept the bill by fraud, he, of course, can repudiate liability on 
the bill, but not simply because the consideration for which he gave 
the acceptance has failed, if the bill is in the hands of a bona fide 
holder for value, as, for instance, where the bills of lading attached 
to the bill turn out to be forgeries. 

t\n acceptance is termed " general" if it consists simply of a 
signature, or of a signature and an indication of the place of 
payment, witl1out the addition of the words, " and there only and 
not elsewhere," or their equivalent. These words would make it a 
., qualified " acceptance. 

A general, or "clean" acceptance, enables the holder to present 
the bill at maturity to the acceptor himself, without presenting it at 
the indicated place of payment (domicile); but by doing so, though 
l:le would retain his recourse against the acceptor, he would release 
111l the endorsers. A qualified or conditional acceptance is sometimes 
tendered, particularly in the case. of bills with documents attached 
which are to be given up on payment. It s.eems natural that the 
acceptor should embody this stipulation in his acceptance, but if 
the holder accepts such a qualification without the authority of 
the prior parties to the bill they are relieved from liability on it. 
It is said that if, in place of noting this qualification on the bill, 
a " back letter" be given, undertaking in consideration of the 
acceptance to give up the documents on payment, the prior parties 
are equally released. In the Indian trade, however, &uch qualified 
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B.cceptances are recognised by the custom of merchants. In any 
case of qualification a banker will, of course, notify his customer 
and obtain his instructions or confirmation, ~eanwhile stating that 
he only receives the bill without prejudice to any interests therein. 

If a documentary bill is sent out or received for acceptance 
precise instructions should be attached, indicating whether the 
documents may be given up on acceptance or on payment, whether 
insurance policy or certificate is annexed or is required, and whether 
it must be stamped with the English Revenue Stamp. If the 
Insurance Certificate refers to an open policy, and the bill is held 
for collection, application should be made to the Insurance Company 
or broker issuing the policy, for confirmation. If an acceptor of a 
documentary bill who is not entitled to the documents on acceptance 
desire to obtain them, by merchants' custom he is allowed to have 
them on payment of the a.mo·unt of the bill under rebate (or dis
count) at one half per cent abo·ve the advertised rate for short 
deposits with the chief London Joint Stock Banks. The rebate 
should be calculated from the day upon which the actual cash will 
be obtained by the owner of the bill at the place where it is 
payable, not from the date upon which he will receive the draft for 
the amount, and he is entitled to this payment free of any charge 
for co=ission or exchange. A bill taken up under rebate should 
be duly stamped and discharged. Sometimes documents are 
obtained by a banker intervening on behalf of the acceptor and 
guaranteeing the due payment of the bill at maturity, which, by 
the by, was a few years ago declared ultra vires in a case where 
the bank had no power by its memorandum to guarantee, though 
bad the bank simply endorsed the bill no question of capacity could 
have arisen. Sometimes the documents are surrendered to a broker 
on his undertaking to pay over the whole of the net proceeds of the 
produce or absolutely to pay the bill at maturity, but whoever 
applies for the documents should produce an order from the drawee 
of the bill, authorising the delivery of the documents to the 
applicant or to his order. If a documentary bill is taken it is 
desirable that the bills of lading, &c., should be endorsed in blank, 
and not specially, so as to avoid any question as to the perEonal 
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liability of the holder, not being actual owner of the goods, for 

lreight. 
Bills of Lading only purport to be for certain articles, and 

may turn out to represent rubbish, therefore they should only be 

relied upon when received from strictly honourable people. The 

ireight and customs' duties may prove so heavy that if the goods 

are thrown on the hands of the holder of the bill they may realise 
but a trivial amount compared with their apparent value when 

ljhipped. (See pages 104 and 105.) 

The drawee is the person who himself or by his agent should 

accept the bill, and if his name and address are inaccurately given on 

the bill they may be corrected. Acceptances by minors are invalid. 
Acceptances by a partner in a non-trading partnership, such as a 

£rm of doctors or lawyers, do not bind the firm, but only the 

individual signer. Per procuration acceptances only bind the drawee 

to the extent of the authority he has given the signer. 
Two distinct firms, having one or two partners in common, and 

trading w1der the same style, are liable on each other's acceptances 

to a bona fide holder without notice, and directors of a company 

which has no power t,o accept bills are themselves personally liable 

on their acceptances purporting to be on behalf of the company, to 
a. holder for value who is unaware of the incapacity of the company 

to accept. 

After Sight Bills.-The acceptance should bear the date of the 

day on which the bill was first left with the drawee, not that of the 
<lay on which the acceptance is written on the bill. If accepted 
thus, "Sighted 20th December, accepted 21st December," the 

currency must be calculated from the sighting date. After sight 
bills must be presented for acceptance within. a reasonable time or 

prior endorsers to the bills are discharged. If the sighting date 

has been omitted, any holder may insert the true date of sighting. 

Partial .Acceptance.-If a bill is aocepted for a less amount 

than that for which it is drawn, the holder must, without delay, get 
the approval of the person from whom he received it or reject the 

bill. If it is a foreign bill it must be protested for the unaccepted 
balance. 
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Acceptance for Honour.-If a bill is refused accP~ptance by the 
drawee, or if it is protested "for better security" after his accept
ance and subsequent failure it may be protested for honour. Afte!' 

protest it should be presented to any " case of need" named on it, 
and if the case of need iqtervenes he should accept thus-

" Acoepted for honour and account of A. n. & Co. (drawer or •ndorser), with 
£ 8. d. Notarial Charges, and will be paid if reg.,Jarly presented 
when due. N. Y. & Co." 

Application for Accepted Bills.-On the day following that on 
which the bill has been left for acceptance, it should be applied for 

and described by its amount, the applicant also giving the name of 
the presenter. If the presenter by negligence allows these parti
culars to become known, so· as to enable a stranger to apply for the 
bill, the loss falls upon the presenter. On receiving it the applicant 
will see, before leaving the acceptor's office, whether the acceptance 
is regular and completed. If there is any delay in recovering the 
bill, notice should at once be given to the persO'Il from whom the 
banker received it. 

Non-Acceptance.-Bills refused acceptance should be promptly 
returned to the owner. An inland bill does not require noting or 
protesting, but a foreign bill should always be protested unless the 
holder is instructed to the contrary. A form of protest for use 
where no notary is available is given in the section on non-payment. 
Sometimes it is convenient simply to note a bill and obtain the 
owner's instructions before incurring the greater expense of protest
ing, for if a bill be duly noted a protest can be extended at any 
timll. 

In the United Kingdom the holder is entitled to recover the 
amount of an unaccepted bill at once from the prior parties, and 
so h~ is in the United States, but elsewhere he can. only demand 
better security for payment at maturity. Bills drawn upon the 
United Kingdom are, of course, subject to its laws in this matter 
so far as concerns residents therein. 

Unauthorised Draft.-A depositor cannot insist upon a banker 
accepting an undue draft against his deposit, without his prior 

consent. 
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Failed Acceptors.-A banker cannot compel his customer by 
law to withdraw the acceptances of a failed firm before maturity, 
but some bankers nevertheless require them to be taken out of 
their hands upon the announcement of the failure. 

Endorsements.-In the United Kingdom a bill may be to bearer 
or order. If to order, of course it must be endorsed. If only 
drawn payable to a specified individual, without the words, "or 
order" or "or bearer," it is treated as payable to order, unless there 
is a clear indication that it is not to be transferred. It may be 
endorsed on the face. The endorsement should agree letter for 
letter with name given as payee or indorsee on the bill. If it is 
wrongly given, the endorser should write it in the same manner, 
and add his proper signature under. 

All bills paid to credit should be endorsed by the customer to 
whose credit they are to be passed, but if a banker has received 
unendorsed hills, for good consideration, he can compel endorsement 
by his customer or by his trustee in bankruptcy. It is desirable 
that the same partner should draw and endorse bills, as it assists 
the paying banker, who would be liable to his customer if he paid 
a forged endorsement or refused a valid one. If the endorsement 
is per procuration the banker may require proof of authority to 
endorse, though this is not usual. 

If a banker pays a bill on a forged endorsement he cannot 
reclaim the amount from a bona fide holder after such an interval 
of time that the position of the holder may have been altered. If a 
bill is payable to several persons, not partners, each one of them 
must endorse. A minor may en~orse so as to transfer a good title, 
though he will not be liable on the bill himself. An executor or 
trustee may endorse, but usually such endorsements are confirmed 
by his bankers. 

A forged endorsement, or an unauthorised one, is inoperative, 
and gives the holder of the bill no right to retain or to deal with it. 

A bill with a restrictive endorsement should not be taken-" Pay 
A.. B. for my account" is such an endorsement. The payer of a 
bill with such a.n. endorsement is not responsible for the correct 
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application of the proceeds. Aill endorsement as surety must b& 
beneath the endorsements it guarantees, and a note from the 
endorser stating in what capacity he endorses is advantageous. 

An endorser " without recourse" (sam recours) is liable on any 
previous forgeries, though not for failure of payment of the bill. 

An endorser, or any othet party to a bill to whom it is endorsed 
back again, cannot sue any of the intermediate parties. 

A bankrupt endorser gives a good title to a person taking the 
bill in good faith, without notice and for value. 

Bills remitted for collection should no.t be specially endorsed, 
but any specialty sho·uld be completed by an endorsement in blank 
and the remitter's stamp on the back. " Remitted from B. bank to 
C. bank for collection." 

Revenue Stamp.-All bills drawn in the United Kingdom n:mst 
. be drawn on stamped paper. If drawn abroad the proper adhesive 
stamps muilt be affixed when the bill is put into circulation (they 
need not be on when the bill is accepted), and should be cancelled 

. by the name or initials of the firm affixing them, with the true 
date of so doing. Penalty for not thus cancelling them is £10. 

Bills drawn in the Channel Islands and in the Isle of Man are 
"foreign bills" as far as the Stamp Act is concerned only. 

If the bill is in a set, a stamp for the full duty should be affixed 
to one of the parts. A bill drawn abroad upon an English 
impressed stamp does not satisfy the law; the stamp, if the bill 
is not on demand, must be an adhesive one. Foreign drawn bills on 
demand require an inland revenue, not a foreign bill stamp. 

If the bill is in foreign currency, its amount, for purposes of 
the Stamp Act, is calculated at the rate of exchange on the day of 
its date unless fixed in the bill. 

Occasionally a bill is received from abroad, duly accepted, but 
purporting to be drawn in the United Kingdom upon unstamped 
paper; in such a case a copy of the bill may be drawn upon a 
properly stamped form, and attached to the acceptance after being 
duly signed by the drawer of the bill. This is a. practical way out 
of the difficulty, though its legality may be questioned. 
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Unless it is deRirable to secure right of action in foreign coUrt6, 
it is not necessary to give attention to the foreign stamp. If th& 

bill is payable with interest, the stamp need only cover the amount 
of principal. 

No stamp duty shall be chargeable upon a bill of exchange 
drawn in the United Kingdom for the sole purpose of remitting 

money to be placed to any account of public revenue. Customs 
and Inland Revenue Act, 1890. 

Spoiled Stamps may be recovered within two years from their
date, if the bills have not been accepted or presented for accep

tance. Fuller information will be found in the Banker's Almanac, 
or can be obtained from any stamp distributor. 

The stamp cannot be impreased upon inland bills after they are
made, nor can a stamp of insufficient value be supplemented. A 

fresh bill must be drawn. 

Prtsentation for Payment.--On the day a bill matures it should, 

without fail, be presented for payment at the place indicated in the
acceptance, even if the holders have met the acceptor elsewhere, or 
if he has said, before maturity, that he will not pay it, or if he has 

failed, or is dead. It need not be to the acceptor himself, if pr~· 
sented at his office or house to anyone apparently in a position to
give an answer, and it must be tendered within his usual busiu~s~ 

hours. The bill itself should be actually presented; the acceptor 

is not bound to send down for it. If it is not presented on the due 
date, though the endorsers are discharged, he is still liable upon the 

bill, subject to relief for any loss accruing to him in consequence 
of the delay. If the bill has been accepted for honour, it should be
first presented for payment to the original drawee, and, on his. 

refusal, notice should be given at once to the acceptor for honour, 
to whom, after protest for non-payment, application should be made 

for payment with charges, not later than the business day following

the due date.* If the drawees are not partners, the bill must be 

presented to each of them, unless a place of payment is indicated 

upon it. 

See Appeudix. 
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Some banks do not like to receive bills for collection more than 
three or four days before maturity, but it is well that they should 
arrive at least the da.y before ma.turity, or a little earlier if not 
payable at a bank, because the banker may wish for special instruo
tions before incurring heavy charges for presenting, if the acceptor 
iives miles away, as sometim~ happens. 

Banks usually endorse bills they send out for collection, placing 
over the endorsement the word " received," thus converting it into 
a receipt and hindering further negotiation in case the bills are 
lost. Receipts written on bills and cheques now require a receipt 
~tamp. 

When a bill not domiciled at a bank is not paid on presenta
tion, it is usual to leave a notice describing it, and requesting that 
the amount may be sent to the bank within business hours. 

If a bill for collection falls due after the death of the depositor, 
it should, on collection, be passed to the credit of his executors, 
unless the banker has a lien on the document. 

Delay in presentation is excused so long as it is entirely beyond 
the control of the holder. 

Payment should be made at the place indicated in the accep
tance. The acceptor naturally is the person who ought to pay the 
bill at maturity; but if he does not, any endorser paying it is 
entitled to prove upon the acceptor's estate for the amount, with 
expenses and interest, and he is also entitled to the benefit of any 
l!ecurities which may have been deposited with the holder by the 
acceptor to cover the bill. 

If payment is not made in legal tender the bill should not, 
u.nder ordinary circumstances, be surrendered until the articles 
received in payment have been converted into oash, and even then 
>Should anything be reclaimed, there is no recourse against any of 
the parties to the bill, except the acceptor, unless they have given 
their permission for such articles to be taken in payment. If a 
~heque is tendered in payment the bill ahould not be surrendered 
but attached to the cheque, to be given up with it on its being 



ENGLISH PRACTICAL BANKING. 33 

cashed, and under no circumstances should a cheque be received 
which cannot be converted into cash on the day the bill is due. 

Part payment should be endorsed on the bill thus:-" Received 
pounds in part payment of within bill, without 

prejudice to the rights of other parties." If the bill has to be sent 
abroad it should be protested for the unpaid balance. 

In case of payment after dishonour, the drawee should reimburse 
the holder for the expense of noting or protest. 

Payment by a bank where the bill is domiciled can be made, 
if the acceptor keeps his account there, without any advice beyond 
the acceptance on the bill, though some provincial banks refuse 
payment of such bills unless special orders to pay are given by 
the acceptors, and this course should always be adopted. 

Bills Advised but not Presented for Payment.-When orders 
are received by a banker to retire a bill payable at his London 
agents he will debit his customer and credit them. If the bill is 
not paid within a reasonable time, he should advise his customer 
and seek his instructions. If he desires the order to be cancelled, 
after having done so and having made sure that the advice is also 
cancelled by his agents, the banker should reverse the entry and 
credit his customer again. One judge has, somewhat unreasonably, 
demurred to interest being charged against the customer under 
such circumstances whilst the amount was standing to his debit. 

Orders to Retire Acceptances.-These should be signed exactly 
the same as a cheque, unless special instructions are given at the 
opening of an account. 

If such an order is received near the maturity of a bill, and the 
customer's account will not warrant the bankers in providing for 
it, it is not enough simply to acknowledge receipt of the order, they 
must distinctly intimate that their attention to it depends upon 
their being provided with funds. 

If the bill is payable at the London agents of his bankers, the 
acceptor must, of course, request them (his bankers) to ord~r their 
agents to pay it, and such instructions should be given sufficiently 
before maturity of the bill to enable them to be repeated to London 

c 
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before the due date. A customer's order to his bankers to protect 
his own acceptances requires no revenue stamp ; if to retire another 
man's acceptances, it should probably be stamped. If 'documents 
are attached to an acceptance they should be fully described in the 
order to retire it. Care should be taken to disclaim all responsi· 
bility in case of bills to be retired which are not payable at the 
office of the country bank's own agents, or which are to be taken 
up with noting. The order may be advantageously worded, 
" Instruct your London agents to pay above acceptances when 
presented at their office." 

Special Appropriations of payments to credit must be attended 
to, and if a customer pays in money, and at the same time declares 
it is to meet certain bills, the banker is bound so to appropriate it. 

Acceptances of Strangers.-A banker cannot be compelled to 
receive money to retire bills domiciled with him or his agents by 
persons having no account with. him, and he should always refuse 
to retire bills at the request of persons other than the acceptors, 
even if he knows them, because this opens a field for fraud and 
forgery. Attention to this rule would prove of mutual advantagl' 
to all bankers. 

The Death of Acceptor before payment of the bill, if known to 
the bankers, cancels their authority to pay, and so does his bank· 

ruptcy. 

Payment must, of course, be only made upon the accepted part 
when a, bill is drawn in sets, a.nd all endorsements must be followed 
even though there be a break in the specialty, and though the 
endorsements are in a foreign lan,"'Uage. 

If payment is made to a holder whose title depends upon a 
forged endorsement, the payer cannot charge his customer with the 
bill (unless it be payable to order on demand and drawn on. a 
banker), nor can he recover the money from a bond fide holder 
whose position has been altered since the payment. If the forgery 
be in the acceptance itself, not in the endorsements, he cannot 
recover from the holder, unless he discover the forgery and give 
notice of it on the very day the bill is due. The like holds good 
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as to letters of credit, where the issuer stands in the sarue position. 
as to forgery, as the acceptor of a bill. 

Payment for H onour.-This should only be made after the bill 
has been presented to the drawee and protested for non-payment.
See Appendix. 

Payment under Rebate.-In addition to the notes on this point 
under the head of " Acceptance," it may be remarked that the dis-
charge should be "Received payment from under rebate 
@ per cent this day of ." If a bill has no 
documents attached to it, or if they are surrendered to the acceptor 
on acceptance, or at any time before the maturity of the bill, he 
cannot insist on the bill being given up under rebate. 

If a bill is given up under rebate because the acceptor is weak 
or has failed, the person who receives the money should cancel hia 
endorsement, so as to preclude future liability under any possible 
circumstances. 

Bills Recalled.-lt is well to ascertain the reason of the recall, 
whether because the acceptor has remitted direct to the drawer, or 
because he requires assistance to meet the bill or a renewal of it, in 
which case a note should be made in the opinion book for future 
guidance. Acceptances recalled before maturity should not be 
cancelled, neither should they at maturity if retired by other than 
the acceptors, in which case therefore do not order payment but 
"withdrawal" of the bills. 

Non-payment.-If a bill is not paid on presentation on the due 
date, it should, if not a purely inland bill, be certainly noted the 
same day, though the protest can be completed on a future day. 
If, however, there is no available notary, the protest must be mad& 
on the due date. It is useless to attempt a protest after the due 
date, unless in the usual course of business a bill has been sent by 
post direct to the house where it is domiciled, when it can, imme
diately on its return, be protested as from the due date, if it leave 
the domicile on that date. Where no notary is available, any 
householder or responsible person may give a certificate, signed by 
two witnesses, attesting the dishonour of a bill, which will operate 

in all respects as a protest. 
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The certificate should run-

Know all men that I, A. B. (householder), of in the county 
of · in the D'nited Kingdom, at the request of C. D., there being 
no notary public available, did on the day of 190 , at 

demand payment (or acceptance) of the bill of exchange hereunder 
written from E. F., to which demand he made answer 

wherefore I now, in the presence of 
G. H. and I. K., do protest the said bill of exchange. 

(Signed) A. B. 
G. H., } Witnesses. 
I. K., 

(Who give full addresses and occupations.) 

A precise copy of the bill, back and front, with all that is 
written thereon, should follow. 

This form of protest must be duly stamped, for which postage 
stamps are a.va.ilable. 

It is not now neoessary to note inland bills on dishonour, but il 
the amount is of any importance, and tliere is any probability of 
legal prooeedings being required, it is perhaps expedient to do so. 
Notarial charges. can be recovered from any party liable on the 
bill. Bills of Exchange Act, 1882, s. 57 c. 

Upon a bill being dishonoured, it should, on the day following 
the due date, be returned to the customer and his account be debited; 
but if the banker doe!! not wish to give up his lien on the bill, it 
should be retained, and notice of the dishonour sent in writing to 
all the parties to the bill whose addresses are known, and against 
whom he wishes to have recourse. A useful form for notice is-

Ba.nk, Stratford, 17th Felrr'IJ.Oii'1J, 1905. 
To of . Please take notice that C. D.'s draft upon E. F. of Y., dated 

12th November, 1904, at 3 months' date, due 15th February, 1905, pa.yable a.t 
Jones, Lloyd & Co., upon which you are liable as (drawer, endoreer, or acceptor) 
bas been returned to us di•honoured by non-acceptance (or non-payment) and we 
request immediate payment thereof by you wi~h expenses, £ 
Total, £ (Signed) G. H. & Co. 

If this notice is sent by post, its miscarriage, if due to the 
Post-o·ffice, does not prejudice the holder's claim. If the addresses 
on the bill are insufficient or incorrect, and the full or correct 
addresses cannot be ascertained, the notices should be sent to the 
addresses tha.t are given on the bill. Neither the death nor ba:nk
ruptcy of any of the parties should deter the holder from serving 



ENGLISH PRACTICAL BANKING. 37 

notice upon their representatives, and he should, if possible, send 
notice on the very day he hears of the dishonour, though if the 
person to whom he has to send it is in another place, he may be 
allowed to send it on the business day following the day on which 
he became aware of the dishonour. 

If instead of an endorsement any person guarantees due pay
ment of the bill, " as though endorsed by me," notice should also 
be given to him. The ho~der of a dishonoured bill is entitled to 
recover the amount of the bill, interest from the due date, or from 
date of presentation if a demand document, and also the expense 
of noting and of protest, if necessary. 

If the dishonoured document is one received from a casual cus· 
tomer, the banker should not wait for him to call before giving 
notice, but should advise him at once of the dishonour. If a bill 
has been protested for non-acceptance, it should, when refused 
payment, be again protested .. 

When a bill is paid on presentation by the notary after dishonour, 
it is customary for him to insist upon his fee being also paid. 
There is, however, a legal decision to the effect that he cannot 
enforce this claim against the acceptor. After a bill has been dis· 
honoured, great care must be exercised in making any definite 
arrangement as to postponing payment with any of the principal 
parties, or the holder may lose his claim against the other persons 
liable on the bill, unless when making it he stipulates " without 
prejudice to my claim on the other persons liable thereon or to any 
of their rights." It is well, therefore, to obtain the written sanction 
of anyone on whom the holder relies to such an arrangement before 
completing it. Of course a banker will not exchange a dishonoured 
bill for one payable at a future date, unless he is prepared to give 
up all his rights against the parties to the old bill in exchange for 
those acquired upon the new one. A composition accepted from an 
acceptor voluntarily (i.e., without compulsion of law) releases the 
endorsers unless their consent is first secured. It is usual not to 
return an unpaid bill until the day following its dishonour, therefore 
it is not safe to assume that a bill is paid until time has elapsed 
for it to have anived if returned the day after it fell due, assuming 
t,here iR no delay in the post-o,ffice. 
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All dishonours which are not due to clerical errors, or which are 
not satisfactorily explained, should be l).Oted in the opinion register 
against the acceptor. 

An action cannot be commenced. on a dishonoured bill before the 
expiration of the last day of grace. 

Short Bills.-Bills not discounted, or which are not by the 
custom between the bank and the customer considered as actually 
sold to the banker, remain the customer's property subject to the 
banker's lien, but if the banker has wrongfully parted with them 
to a third party the customer cannot follow them. Such bills are 
sometimes oalled "Bills for collection," sometimes " Short Bills,'" 
because often they are not carried out into the cash column of the 
pass book, but entered " sh~>rt" of it. 

Cancelled in Error.-Where the holder of a bill, under a mis
apprehensi~>n and without authority, allowed an accept~>r to cancel 
his acceptance, the cancellation was held to be inoperative. (15 
Court of Sessions Cases--Scotch-408.) 

· Lost Bills and N otes.-The remarks up~>n lost cheques are 
applicable here, but if bankers are requested to stop payment 
of a draft issued by themselves, it will be well for them to be quite 
satisfied that the applicant has good cause to warrant his applica
tion, and they should take a good indemnity for so doing, as if 
there is no forgery a bona fide holder may compel them to pay him. 

If a bill is lost or destroyed, application for acceptance or pay· 
ment should be made on a written copy or on a written description, 
by a notary, or in protest form, and the drawee should be warned 
against accepting or paying on the demand of any other person 
than the one on whose behalf the protest is made. 

Bills withdrawn from a banker should be applied for by the 
drawee's name, the due date and the amount. 

Applications for the issue of bills or banker's drafts, to be 
charged to an account, require a revenue stamp. (Inland Revenue 
Department, 24th January, 1896.) 

PBowssol!.Y NoTES. 

These generally are subject to the law of bills of exchange ; 
they must be duly. stamped with an ail 'IJalorem stamp, even if oa 
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demand, contain an absolute promise of payment, and should 
state the consideration, i.e., " for value received," &c., &c., though 
this is immaterial in the hands of a. bona fide holder for value. 

They may be given by one promiser or by several. In the latter 
case the promisers (or makers) may promise jointly, severally, or 
jointly and severally. They may be payable to bearer or order or 
to a designated individual only. They are subject to the Statute 
of Limitations, which may be pleaded in bar if, fQII' six years after 
date of maturity, no acknowledgment has been made of the liability, 
either actually or inferentially, as by payment of interest on the 
principal sum. Such acknowledgment only binds those who make 
it. If they contain a pledge of collateral security with an authority 
to dispose of it they are not invalidated thereby, but great care 
should be taken not to make the note into an agreement. 

A joint note is good only against all makers together; a joint 
'!.nd several note is good against all together or against each of 
the makers separately. A note in the form "I promise to pay," 
signed by several makers, is considered a joint and several note. 

The death of any signatory of a note that is only joint terminates 

his liability. 
FoREIGN BILLS. 

(Kindly revised by Messrs. Samuel Montagu & Co., of London.) 

Bills payable out of the United Kindom are usually sold through 
exchange brokers in London, and should be in their hands on 
Tuesdays or Thursdays, those being the days on which the official 
market is held. 'l'b.e prooeeds are paid on the following day. 

DisHONOURiD FoREIGN BILLS. 

In Russia a bill at sight may be held for twelve months before 
recourse is lost against endorsers; and after protest (within the 
twelve months) action may he brought within two years of date of 
protest-i.e., three years in all. (Messrs. Samuel Montagu & Co.) 

Crossed cheques are not as common abroad as here, but 
the use of them is increasing.* Bills upon Germany, Austria, 

• In F'rnnce a red cheque, called ,, m'\ndn.t rouge," acts as a crossed cheqne between 
t'!URtomera of the Bank of France being a transfer from one accr;unt h~ tl"le other. ln Ger~any 
lteiC'hsbank Cheques markt?d :. nur zur Verrechnung 11 serve a stn:nhu purpo'le. ome 
French Banke tune croased cheques. 
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Italy, Switzerland, and Russia must bear the words "bill 
of exchange" upon them or they are not looked upon as bills, 
and acceptance of them cannot be demanded. Instruction as 
to whether the documents are to be given up on acceptance or on 
payment should be clearly written on the bills to avoid dispute. 
Bills on India with shlpping documents attached, if to be sold in 
London (not sent for cclleotion), should have a freight receipt. 

The full set of bills of lading and •insurance policy should 
accompany every documentary bill sent for sale, and they should 
be to the order of the shipper, and endorsed in blank, never made 
out to the order of the drawee of the bill. All foreign bills above 
£50 in value should be drawn in sets of at least two, in order that 
one may be sent forward immediately for acceptance, whilst the 
other, having a reference upon it to the person who will hold the 
accepted first, may be negotiated as seems most advantageous. 

All bills upon Portugal, Spain, America, Australia, and' India, 
whatever their value, should be always in sets of two at least. Some
times a second bill of exchange is not obtainable, in which case a 
literal copy of the bill should be drawn out, with all the endorse
ments except that (}f the holder. This duplicate should be marked 
"copy" on the face, and at back, below the ·last endorsement 
copied, " So far copy " should be written, and then the customer 
should endorse both bill and copy, as also should his banker when 
sending them for sale. In sets of bills on Germany and Russia, 
one of the set should not be endorsed at all, as to which, see 
" Stamps" (seq.) Bills with alterations should not be passed, even 
if initialled, if it is possible to get them redrawn. 

Foreign Bills for Oollection.-If they do not bear the clause 
" exchange as per endorsement," should be drawn "payable with 
approved banker's cheque on London for full face value," if on 
countries where exchange fluctuates rapidly (as Spain or Portugal, 
Shanghai, and Valparaiso); or "payable at banker's drawing rate 
for sight bills on London on date of payment," if on countries 
where exchange is steady (as Germany or Holland) ; otherwise they 
may be paid at the short rate for commercial Bills. Even with 
this precaution there may be a loss on bills on less important towns. 
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Date.-Cheques on France should contain the word " cheque" 
in their text, and have the date written fully in words, not in 
figures-thus, Eighteenth February, 1885; then the stamp 
duty is only 20 centimes (reduced to 10 cents, for those drawn 
and payable in the same place), instead of the ad valorem stamp. 
Cheques drawn in Belgium, if payable in the town where drawn, 
must be presented for payment within three days from their date, 
or the endorsers are discharged;* if payable elsewhere six days are 
allowed. In France the currency of a cheque is five or eight days, 
according as it is payable where issued or elsewhere. After eight 
days from date, the ordinary rules of protesting to preserve recourse 
do not apply. 

Bills drawn in Russia and some other Eastern parts are often 
dated according to the old style, which is thirteen days behind the 
Gregorian calendar we use. To arrive therefore at the due date we 
must add thirteen days to the nominal date of issue, and calculate 
the maturity accordingly. Often the date is given in both styles, 
thus--" llij28 Feb." In Warsaw the new style has been adopted, 
and by law aU bills drawn abroad on Russia coniorm to it. 

Currency.-Bills having over three months to run are not 
readily sold on the Exchange. In Portugal all months are reckoned 
as 30 days, so that a bill @ 3 mfd is identical with one @ 90 dfd. 

Amount.-It is desirable to insert in all foreign bills "value in 
account," "value in goods," &c. Bi!ls on Spain and Portugal are 
payable in " legal money." Ste,rJing bill& on Holland are, convertible 
at a short exchange, usually less favourable to the holder than the 
actual course of exchange. It is illegal to draw Russian drafts 
in "silver roubles," and bills drawn in other than Russian currency 
cannot be protested. If bills are drawn in sterling, the clause, 
"exchange as per endorsement in London," should be inserted in 
the body of the bill. By this means the loss in exchange and 
interest falls on the foreign drawee, and the holder here will obtain 

the full amount of his bill less brokerage only. 
Acceptance.-The French, Spanish, Russian, and Swedish codes 

requira the equivalent word for " accepted" as part of an accep
tance. In and France, acceptance is allowed for a portion 

• The holder. takinQ" the drawers place if the 
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of the bill, the balance being protested for. If a foreign bill is 
refused acceptance, it is protested, and notification given to prior 
parties, who may be required to give security for the bill being paid 
at maturity, but the bill itself is not returned until dishonoured by 
non-payment. What we .term supra protest is, in France, termed 
"par intervention." Aooeptanoe is not usually obtained of bills 
under .£50 or having less than one month to run when they arrive 
in London for sale. The holders of bills on Spain are not bound 
to present bills for acceptance, unless after sight, and even then are 
allowed forty days from arrival of bills in Spain. 

Endorsements.-French cheques may be to bearer,but all foreign 
bills should be to order, except Italian, which may be as here, " To 
Mr--." All endorsements should be special, and bear the words 
" value in account " (or in goods, &c.), and the date and place of 
endorsement. The wo·rds " retour sans prot2t" or " sans f'T'ais," 
indicate that the endo.rser does not wish expense to be incurred in 
case 9f any irregularity, but they should be repeated with every 
endorsement .if still intended to be operative, and such bills are not 
so readily dealt with, and in many countries-e.g., Italy, Germany 
-it is not obligatory to respect this clause. 

"Sans 'l'ecours" written by an endorsement, disclaims liability in 
case of non-payment, but probably, as in England, it would be no 
protection in case of a prior forgery. In Germany an endor~er may 
limit the time for which he will be liable on his endorsement by 
adding thereto words to that effect. 

Where there is no room on a bill for fresh endorsements, a slip, 
called an allonge, is attached, on which they can be written ~ the 
first endorsement on it should be so connected with the bill as to 
show that the two papers appertain the one to the oth~r. 

Domiciled Bills.-Se~ Appendix. 
Stamps.-All bills negotiated here must conform to our stamp 

laws, and should also conform to the laws of the countries in which 
any of the parties thereto are domiciled. Bills on France,* Belgium, 
Rolland, Italy, Austria, and Spain, must be stamped on acceptance, 
so must bills drawn on but payable out of Genp.any. Bills payable 
in Germany and Russia require stamping as soon as they are put 

* Frenoh bill stamps must be cancelled with indelible ink: coloured inks are irregular. 
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into circulation there, but not whilst they are only sent for accep
tance. One, therefore, of the set should not be endorsed at all 
but crossed on the back, to prevent endorsement, and headed on th~ 
face, "Nur zum Accept bestimmt" (only for acceptance). Some 
countries are particular as to the place on the bill on which the 
stamp should be placed, but on this point, and as to the proper 
value of the stamp to be affixed, your broker will guide you. 

It is only necessary, in the case of Russian bills, that there 
should be no endorsements on the copy destined for acceptance 
only. On a German bill there may be endorsements, and the 
crossing would commence from the last endorsement made abroad 
(i.e., out of Germany). 

The Course of Exchange indicates the quotations current for 
foreign bills-the better quotation is that for fine banker's bills, thE" 
worse that for fair mercantile bills. In most cases the rate is quoted 
in the amount of foreign money given for a sovereign ; thus, the 
Paris Exchange (short) may be quoted 25 ·32~, which means that 
the purchaser of a bill on Paris obtains 25 francs 32z cents for every 
sovereign he pays here. It is clear that the more francs he can get 
in Paris for the pound he pays here the more favourable is the 
exchange to this country. Russian, Spanish, Portuguese, Indian, 
Chinese, and American exchanges are quoted in pence for their stan
dard coin-rouble, peso duro, milreis (in legal currency), rupee, 
tael, dollar, respectively-and in these cases it is equally clear that 
the most favourable rate here is the one where the fewest pence here 
purchase the most of the money in which the bill is payable. In 
some cases the rate of exchange- given is for drafts on demand, but 
in most it is for drafts having three months to run. If, then, a 
bill has only two months to run-payable in Paris, say-the rate 
of exchange might be arrived at either by adding two months' 
interest, at the current rate in Paris, to the sight exchange, plus a 
consideration for risk and stamp, or by taking the three months' 
rate and deducting from it a month's interest. If the bill were on 
New York, say, or any other place, for which the exchange is quoted 
in pence, the reverse operation would be required, instead of adding 
to the sight rate we should deduct, and instead of deducting from 
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the loDg, or three months' rate, the interest should be added. If a 
rate is thus constructed for a bill. at a currency not corresponding 
with the customary term, it is termed a tel quel rate. Sometimes, 
instead of making ~>uch a rate, the bill is sold at the customary 
course of exchange, and interest for' the· difference in currency 
allowed or charged, as the case :~~my be. 

The following tables indicate the trend of the exchanges for 
or against us,· although allowance has still to be made for the 
price of gold here and the premiums abroad:-

~oido~d~:~ Par of Exchange. to~~J::~es 
Paris (short) ... ... fc. 2~·30 25'22~ 25•15 
Berlin ... ... ... Mk. 20'48 20'43 20'39 
New York (short)... $ 4'890 4'867 4'84 

Stamps.-The 10 cent duty on a French eheque drawn and 
payable in the same place must be impressed; the additional duty 
of 10 cents for a cheque drawn in one place and payable in another 
(e.g., in Marseilles on Paris) may be, and the whole 20 cents on a 
cheque drawn abroad are, necessarily, denoted by adhesive stamps. 

German cheques drawn on a banker require a stamp of 10 pf. 
if they contain the words " aus unserem Guthaben " (from our 
deposit) or their equivalent. Spanish cheques pay a duty of 10 
cents if payable to the person who actually cashes them, otherwise 
they are charged as bills. 

Holland has a uniform duty of 5 cents for all bills payable oul 

of the kingdom. 
Bills passing through France, &c., by way of endorsement, are 

subjected to a special tariff (usually half the ordinary rates), but 
Germany passes such bills free of duty. 

In most countries if one of a set is stamped the others are 
exempt. However, in Austria (except for bills drawn there on 
abroad, when the first may be issued unendorsed, without stamp, 
and marked .for " acceptance only"), all the copies in circulation 
must bear full duty. Bills drawn and payable out of Austria pay 
a smaller tax. In Italy the accepted bill is stamped ad valorem, 

so are copies up to L1,900; above tha.t sum they bear a uniform 
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duty of 11·20. Italy charges a higher duty on bills m·er six 
months, and a lower duty on bills drawn abroad which conform 
to the stamp laws of country of origin. In Austria the higher duty 
is on inland-drawn bills of over six and on foreign-drawn bills of 
over twelve months' currency. 

Protests are usually levied on the day following the maturity. 
Many places allow two working days for taking out protest. In 
France, a protest levied on the day of maturity itself would not 
be legal, but a dishonoured bill, duly protested, may be returned any 
time within 14 days after maturity, and if returned to a foreign 
place still longer delay is al)owed by law. 

Bills falling due on Sunday or a holiday are payable, in most 
Continental places, on the business day following, but France and 
one or two other countries adopt our custom in this matter. 

Days of Grace.-In Russia there are no days of grace. A 
bill may be presented for payment on its due date, or on 
one of the two nearest following business days. 

Bills on Germany, France, Italy, Denmark, Swe<len, Norway, 
Holland, Belgium, and the State of New York, carry no days of 
grace, but in Holland and Belgium protests are levied two days 
after maturity. lndeed, so far are these days accounted " days of 
grace," in the former country, th.at it is th.e custom to charge two 
extra days on discounts, as though the bills fell due two days after 
the actual maturity. Again, in Germany, Italy, and elsewhere, 
the protests may be taken out with.in two working days of maturity. 
In Holland "the drawees of bills marked sans frais are usually 
allowed 15 days' grace. 

LETTERS OF CREDIT (DELEGATIONS OR MANDATES, MARGINAL CREDITS), 

CIRCULAR NoTES, DRAFTS ON ABROAD, &c., &c., 

A letter of credit (oth.erwise called a delegation or- mandate) is 
a document authorising the addressee to h.old a given sum at the 
disposal of the payee, or authorising the addressee to draw upon the 
grantor for a certain amount. In the latter case it is usual to 
stipulate that the drafts are to be drawn at certain currencies and 
before a certain date, and the grantor undertakes to honour such 
drafts on proper presentation. Sometimes stipulations are added 
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that securities or shipping documents are to accompany the drafts, 
and in all cases it is required that any drafts against the credits are 
to be endorse(! on the original letter of credit. 

If a credit of the first character is required, it is desirable to 
furnish the grantor with two· specimen signatures of the person who 
is to receive the money, which can be sent to the addressee to enable 
.him the better to identify the payee on his application. 

If credits of the second class are issued, these specimen signatures 
are equally desirable to enable the issuer to verify the drafts drawn 
under the credit when they come forward. They should also be 
furnished, where possible, when drafts payable abroad are required 
in favour of persons non-resident at the place of payment. 

Marginal Letters of Credit are similar in form to ordinary 
letters of credit; but the authority to draw and the undertaking , 
to accept, with all conditions, is on the margin of the bill form upon 
which .the draft is to be drawn. 'l1he issuer is bound to accept any 
draft drawn in proper form, according to the expressed conditions . 
of the credit, irrespective of any private understandings between 
himself and the grantee, and even· though the grantee may have 
failed after he has drawn the draft, but before it has been presented 
to the issuer of the credit. 

Before any repayment is made of the unused portion of a credit 
the "original letter must be restored to the issuer, or if a credit or 
draft hM been issued in duplicate, both parts must be so returned. 
If a correspondent, instead of issuing a letter of credit, writes to a 
banker establishing a credit, the banker should advise the person 
in whose favour it is opened of the amount and conditions of the 
credit. 

Delegations, or mandates, from abroad, if on demand, require a 
penny revenue stamp; if endorsed but not payable on demand, they 
must bear the ad valorem stamp, and carry three days' grace. 

Circular Notes are practically credits issued by the issuers on 
their own special form and referring to a letter of indication 
addressed to their agents generally. This letter bears the signature 
of the person to whom it is issued, as well as that of the grantors, 
who request thell' correspondents to cash these credits to the grantee, 
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on his signature being given to the order endorsed thereupon. The 
number and amount of the notes are usually stated on the letter of 
indication. If these circular notes are required, the issuers should 
be furnished with two specimens of the signature of the person in 
whose favour they are to ~e issued, and the amount of the notes 
required should at once be paid to the issuers. Should it become 
necessary to recover the value of any notes not used, they should be 
signed at back by the grantee before being sent up for repayment. 

If circular notes or letters of credit are tendered for encashment, 
having first made sure of the authenticity of the letter of indication 
or of credit, the banker will then verify the signature of the pre
senter as that of the person authorised by the issuers to receive 
the money, and the better to protect himself, it is desirable to 
insist that all such signatures shall be actually signed in his own 
presence, and not tendered in a completed stage, as a forgery cannot 
then so readily be perpetrated without detection. If the payment 
is made under a letter of credit, the banker must see that in addition 
to the credit being genuine, it is still available and not out of date, 
that the amount for which it is issued has not been tampered with, 
that the amounts of the payments already endorsed upon it show 
no signs of having been altered, and that their total, with that 
applied for in addition, do not exceed the amount for which the 
credit is issued. He must then see that the draft against which 
he is going to make the payment conforms exactly with the instruc
tions on the credit, and especially that it quotes the number and 
date of the credit, and the name of its issuers if the draft is to be 
drawn upon a third firm for account of the issuers. The draft being 
in order, the amount of it should be endorsed on the credit in 
words as well as figures before paying the money to the applicant. 
If the banker recoups himself for his trouble by deducting a com· 
mission and any demur is made, an explanation that it is the mode 
in which he makes a rate of exchange on the place where the draft 
is payable, will usually be accepted as satisfactory. 

The bearer of circular notes should be careful to keep his note~ 
and his letter of indication apart; for if through his carelessneRs 
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in this resp•oct the documents are stolen and the notes cashed, he 
will probably be debarred from recovering his loss from the issuers. 

"Marginal Receipts."-These are receipts given for the balance 
of documentary bills, which is not paid over to the seller of the bills 
until advice of payment has been received. If deposited with a 
third party as security, notice should be given to the issuer, and 
then he will have no lien upon them for any fresh liabilities con
tracted by the original owner, after receipt of the notice. 

CREDlTS IN AccouNT. 

When bankers receive anything for credit of an account, they are 
bound to appropriate it strictly in conformity with the instructions 
given at the time it is paid to them, whatever may be the position 
of affairs between them and the person to whose account the money , 
is paid: Once having received an amount for the credit of a third 
party, the bankers should on no account permit the transaction to 
be revok(}d, if they have in any way informed the person to whose 
credit it has gone of its receipt, or if they have once issued any form 
of receipt for it, because though the. receipt may be returned to them 
it may, in the interval, have been exhibited to their customer, and 
on the strength thereof he may have altered his position with the 
payer. These receipts, if they only mention the name of the person 
to whom the money is to be accounted for (i.e., the banker's 
customer), require no revenue stamp. Should bankers receive any
thing but legal tender for the credit of a customer from a third 
party, they should, in advising their client, describe the items of the 
credit, as "Local Notes," " Cheques not yet cleared," " Country 
Cheques not yet cleared," ·• Bankers' Draft due on such a date," 
&c. ; and it is well to give full particulars of each article in the 
credit. Unless they have special instructions to do so, they should 
decline to receive undue trade bills altogether. If bankers have 
occasion to advise a correspondent of the receipt of any items for his 
credit the letter of advice should invariably be confirmed by the 
signature of an authorised officiaL 

A banker does not lose the protection of Sect. 82 Bills of 
Exchange Act by crediting a customer. before he a.ctually rooeives 
payment of a cheque (see 1906 Act). 
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If an amount is wrongly credited to an account, the banker must 
not return cheques drawn on faith of the credit. The mistake must 
be rectified later. (See Holland v. M. and L. District Bank, 1!!09.) 

Payments for Account.-From time to time a banker is required 
to make payments for his customers against their special orders. 
Thus, he may be instructed to pay club subscriptions, insurance 

premiums, &c., &c., as they fall due. The standing order given to 
him by his customer should bear a penny stamp, and great care 
must be excercised in attending to the orders; for if once he agrees to 
pay, say, insurance premiums, should he thereafter forget to do so 

he will be liable for any loss that may consequently occur to his 
customer. If a customer wishes the banker to arrange for his cheques 

to be paid elsewhere, it is desirable that in his request he should 
agree that the office at which his cheques are to be paid shall be 

in the same position as his own banker, as to non-liability for forged. 
endorsements on his cheques. 

All credits of this kind which are established should be noted in 
the customer's account as well as in the Register of Credits opened, 

60 that if he stops a cheque every office where his cheques are pay· 
able may be advised thereof. The letter opening a credit should 
distinctly bind the banker who opens it to honour all payments 

made under it until it expires, either by lapse of time or by being 

withdrawn. Of course, the letter will be signed by a duly authorised 
official, whose signature the receiving bank will verify, and the 
letter should contain specimens of the signatures of the individual 
or individuals (if a firm) as they will appear on the cheques. It 
is perhaps most convenient that. these cheques should be drawn upon 
the bank opening the credit, and marked " payable at 

bank." 
CouPoNs. 

These should not be credited until advice is received. of the exact 
amount they have realised., because of the differences that are sure 
to arise in the calculation of Income Tax. Although it should be 
easy to determine the exact deduction to be made ffYl' this tax, yet, 
•ince the Government year does not coincide with the commercial 

year, difficulties often arise. It may be observed that the paying 
D 
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banke-r simply follows the instructions of the issuer of the bond as 
to the rate at which he deducts the tax; any co~plaint should 
therefore be addressed to the issuer or his agent, not to the banker. 

In orde~ that the coupons may be cashed on the due date, they 
should be sent up at least ten days befo·re maturity. Neglect of 
this precaution causes delay and much consequent complaint. 

Some coupons, at the holder's option, are payable either here 
or abroad, and, when the rate of exchange is favourable, they are . 
often sold, the Income Tax being deducted by the banker, by order 
of a recent Act of Parliament. In such cases the banker should 
have precise instructions as to whether they are to be collected or 
sold, or he may be censured, in the one case for obtaining so little, 
or in the other for causing loss to his customer, because the pur
chaser of such coupons will reclaim t;le amount, should the Company 
liable on the coupons stop payment in the interval between the sale 
here and the time when they could be presented at the paying office 
abroad, as happened in the case of an American railway some 
years ago. 

Coupons do not require any revenue stamp now, and should not 
be "crossed," because, if they are returned unpaid, the "crossing" 
will prevent the sale of the relative bonds on the Stock Exchange, 
where they will not be a "good delivery." Coupons should be sent 
up in numerical order, and with the coupons of each class of bonds, 
as well as of each Company or State, on a separate list. Drawn 
bonds sent for collection should be treated in the same way as 
coupons. 

Deposit Receipts.-These receipts for deposits are not transfer4 

able documents, but they have been held to be a good subject of a 
donatio mortis ca1ut1, even on the uncorroborated evidence of the 
donee, if endorsed by the dep06itor. (Emden 143, 144, 1888. 134, 
1890.) If they are issued to more than one person, particulars as 
to withdrawal, and as to the rights of survivors, should be endorsed on 
them at the time of issue.* Specimens of the depositors' signatures 
should always be taken in the signature book. Great care should be 

• OtheT'wise they pass to the sW'vi vors a.nd can b~ Withdrawn by thom on proof of den.th 
joint depd~itor. But see page 66. · 

\ 
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exercised in paying them ii the depositor does not attend in person, 
and no cheques should be paid against an amount for which a deposit 
receipt has been issued without its production. If the receipt 
declares the deposit to be at seven days' call, it should not be paid 

until the notice has expired. Although properly receipted by the 
depositor it might be presented by a wrongful holder, and not being 
a transferable document, the banker might be required to pay the 

~mount again ii ~e paid it before maturity. f the deposit receipt 
IS lodged as secur1ty for payment of a bill, a memorandum should be 
taken to that effect, or a cheque given, "pay A. B.'s acceptance," to 
be held until the bill matures. If a banker has to collect t• deposit 
receipt of another bank, the person in whose favour it is issued 
should sign a receipt at the back in these terms: "Received within 

named sum of , with interest to this date," and a 
receipt stamp should be affixed. 

STOCKS AND SHARES. 

When customers have instructed a banker to ouy or sell stocks, 
it is not unusual for dissatisfaction to be expressed because they have 
not obtained the best quotation of the day. The explanation is 
that the broker, to whom the banker gives the order, applies to a 

"dealer" in the security to which the ord "r relates, and, without 
indicating to him whether he is a buyer or seller, asks him to make a 
price. The dealer names two prices, at the lower of which he will 
buy, and at the higher of which he will sell, and the sale or purchase 
is then effected if the prices are within the limits of the order. By 
this method the customer is most equitably treated, though it is clear 
he cannot buy at the lowest or sell at the highest price, the dealer 
taking the "tum" between the two prices )le quotes, as his remune
ration for offering a ready market. 

Transactions on the Stock Exchange are usually made for "the 
settlement," of which, for most stocks, there are two in each month, 
une near the middle, the other at the end. For Government (English) 
stock there is however only one settling day, at the beginning of 
each month, but the market for these stocks is so active that they 
can readily be bought "for cash," "for account" (or settling-day), 
or for any intermediate term that may be desired. 
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.A. banker shouldkeep a record of aL! transactions on behalf of 
his clients. The responsibili-ty of the Banker for any forged deeds 
must be kept carefully in mind.-<Lord Mayor of Sheffield v. 
Barclay, 1905. 

The following form contains the particulars which should be ob· 
tained from a customer and communicated to the broker, the 
variable details being those in italics :-

To Bank. 
Manchester, 18 JUly, 190-. 

Instruct your Brokers to {buy} 
sell { 

for cash } 
fo•· account 

{ 
Two thousand pO'Unds Oonsols } at { not over } £ 
One hundred shares in the Baku Go., not untkr {

per cent, 1 
per share I 

{ 
to be registe~·ed in the names of} 
n•>W standing in the names of (giving full Christian names 

and precise addresses and occupations) and 
{ 

charge } , 
credit same to the account 

proceeds of 
of 
This order to remain in force until { cancelled in writing, , 

· 28 July, 190-. 
(Signed} A. B. 

If a purchase, this order should be signed by the person whose 
account is to be debited with the cost, in exactly the same way that 
the banker would require a cheque to be signed. If a sale, it should 
be . signed by all the parties in whose name the securities are 
registered, or, if they are unregistered or transferable by mere 
delivery, by all those who are represented as the owners. 

Sometimes an order is given to " invest " a given sum of money 
in a purchase, nat to " purchase" a given amount of stock. The 
effect may of course be very different, and in all cases orders should 
be carried out to the letter, particularly if given thr()ugh a solicitor, 
only seeing that he furnishes the proper authority of the owners of 
the money or securities, as the case may be. 

When the order has been executed the broker will send a contract 
note, setting forth the conditions upon which the transaction has 
been concluded, and in purchases he> must be provided with the 
amount of his account, in cash, on the day fixed by the contract for 
completion of the purchase. 

In stocks, 'of which the Bank of England keep the transfer books, 
the following regulations will apt>ly :-
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The bank provide their own forms for all documents required in 
dealing with stocks. 

Not more than four holders will be registered in one account, 
and no cognisance is taken of any trust. 

If stock is to be registered in the name of a Corporation the bank 
require such of the following documents as are applicable to the 
particular case: -A certified copy of the minute or resolution of the 
board, or of the clause in the articles of association, which prescribes 
the mode of affixing and attesting the seal; an office copy of the 
registrar of joint stock companies' certificate of incorporation ; a 
printed copy of any privat!) Act of Parliament under which the body 
is incorporated; a certified extract from charter, or other deed of 
incorporation, or from the statutes, in which the mode of affixing 
and attesting the seal shall be set forth. 

Additions to joint holdings are not permitted where any of the 
registered holders are dead, but the survivors can purchase for a new 

account, and give a written request for the old account to be trans
ferred to it. 

The stock receipt issued when a transfer is made is of no value. 
The title is the entry in the bank's books, and this can be verified 

by " accepting" the stock or by obtaining a " verification ce·rtificate." 
Transfers must be executed in the books at the bank, except for 

Indian Railway Debenture and one or two other stocks, where the 
usual stamped deeds and certificates are required. Usually all the 
stockho!Jers (identified by a stockbroker) or their Attorney, must 
attend personally to execute a transfer. 

If any holder changes her name by marriage the bank must be 
informed of the fact. 

To obtain a power of attorney full and precise particulars of the 
names, addresses, and occupations of the stockholders, as registered 

in the bank's books, must be given, and also the exact amount of 
stock helJ, unless the power is only to apply to a portion thereof. A 
power of attorney for sale or transfer, or both sale and transfer, and 
dividends, with which a power to accept stock will be included on 
request, costs lls. 6d.-a power for sale of stock not exceeding 
£100 costs 4s.- a power for dividends can be obtained, but under 
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the regulations now in force (see next page) it is an unnecessary 
expense. If dividends are to be sent by post fue power should 
not refer to them. A power for sale or for dividends is still 
available after death of some of the stockholders in a joint account, 
if the de·aths have been proved at the bank. The name <>f a stock
holder is IIOt removed from an account when his death is proved. 

Applications for powers of attorney should be made personally, 
or by an agent, not by post. 

If a stockholder,' after the issue of a power, personally operates 
upon his account or executes a new power, the old power is thereby 
revoked. 

The instructions as to the execution of powers, printed ,!1-t the 
back of the forms must be scrupulously attended to. 

If a stockholder dies, his death must be proved at the bank. If 
he were a sole holder, or the last survivor in a joint account, probate 
of his will or letters of administration must be e:xhibited; and 
wherever the deceased died, these must be under grant from the 
High Court of Justice. If the sole or last surviving executor of the 
stockholder dies, probate of his (the exooutor's) will must be pro
duced; or if he died intestate, a grant de. bonis 'IWn to the estate of 
the ~tockholder to whom he was e:x:ecutor is required, which last is 
also needed on the death of the sole or last surviving administrator. 

If a probate or letters of administration have already been 
exhibited at the bank, it will usually be sufficient to cite the bank 
mark thereon. All Scotch or Irish grants must be sealed by the 
English Court. 

If there be a surviving stockholder or executor, or administra
tor of a. stookho.Jder, left in the account, death may be proved by 
exhibition of probate or letters of administration, or citation of 
Bank of En and mark thereon, or by death certificate of the 

(only) of London, Dublin, or Edinburgh, or by 
te of a Scotch District Registry, endorsed by the 

Rexton or undert ker as to date and place of burial, or by a properly 
certified extract f , m a re!rister of burials. 

\ 
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If the death occur in a foreit,"'l country, it may be proved by an 
extract from the register of burials kept by the British chaplain, or 

a certificate of death or burial conforming to the law of the country 

where the deceased died, the signature to the extract or certificate 

to b~:~ authenticated by the British consul or vice-consul (under his 
official seal), or other competent authority.-See Appendix. 

Various declarations of comparison or identity may be required 
with these, and are prepared by the Bank of England after pro
duction of above, and a claim must be made upon a form furnished 
by the bank. 

Dividends are sent by post to stockholders, their attorneys, or 

nominees, or will be paid to stockholders or duly authorised 

attorneys personally at the head office of the Bank, or, by arrange

ment, at any of its country branches, on written request. Ordinary 

forms of request can usually be obtained at a Money Order Office. 

For attorneys or residents outside the British Isles or Ireland, appli

cation must be made to the Postal Warrant Office at the bank. In 
applications if any dividends are overdue they should be specified. 

If possible, applications should be lodged six weeks before the 

dividend they relate to is due. Notices of changes in address 
should reach the bank at least three days before the dividends are 

due. The bank will not specially cross warrants or indicate on 

thetll the accounts to which they are to be placed. The bank's 

own forms must be used. 
Where one of several joint holders is a lunatic a power for 

dividends can be obtained after a production of a statutory declara

tion from his regular medical attendant, and if he is in an asylum, 
a declaration from the keeper of the asylum, or if he is at home, 

from a second medical practitioner, in . all cases 8Upported by a 

declaration of identity. Details of the declarations required can be 

obtained from the bank.-See Appendix. 
Income-tax is deducted, failing instructions to the contrary from 

the Inland Revenue Department, from all dividends of £5 and 

upwards, and exemption from or repayment of Income-tax must be 

claimed t11rough the surveyor of taxes for the district where the 

stockholder resides No certihates of deduction are issued by the 

bank. 
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Indian Government Promissory Note (Rupee) Loans.-These 
can be held as notes o·r registered as stock. Notes must be left with 
the bank (no·t sent by p01>t) at least seven days, when the interest 
bill is claimed. The interest bills will be delivered to the owner of 
the no·tes or stock or his attorney or agent, or posted to him o:r his 
authorised agent on signature of a form obtainable at the India 
Office, Bank. Notes C'all be converted into registered stock at the 
bank, and promissory notes obtained for stock (or filled up notes) 
for 2s. per note. Registered rupee stock is subject to almost the 
same regulations as the English funds. Some Indian rupee loans 
are issued als<> in the form of coupon bonds. 

Dividends on Indian Railway Debenture Stocks and Chinese 5 
per ce~t Stock are all sent by post to the stockholder or to his 
nominee. 

The following Stock Exchange regulations may be noted :-Stocks 
transferable by mere delivery must be delivered by 2-30 p.m. on 
the settling day, o·r they can be "bought in" on the following day, 
at the expense of the vendor. Shares requiring a transfer may be 
delivered within ten days from the settling day, The purchasing 
broker will not pay until the transfer is tendered in proper order, 
but the vendor's broker is entitled to demand payment on the 
settling day, or as soon after as the transfer is ready. 

Sometimes instead of settling stock transactious direct with the 
broker, a banker instructs his agents to pay the broker ou delivery 
of the specified securities, if in apparent order. In this case the 
order should indicate whether the money may be paid pro rata for 
the securities when tendered piecemeal, and whether share certificates 
are to accompany the transfer, or whether a "certified" transfer 
xnay be taken. A certified transfer is one which, in place of having 
share certificates accompanying it, has a certificate up<:>n it, from the 
registrar of the company whose share it refers to, certifying that 
share certificates to meet the transfer are already lodged with the 
company. A similar certificate is often given by a. stock exchange 
secretary, and a transfer with such a. certificate by the Secretary o·f 
the Share and Loan Department of the London Stock Exchange is 
held to be a good delivery in the London market. Such certificates 
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by an individual broker would not be accepted, and I am informed: 

that the certificates of some provincial stock exchange secretaries 
would not readily be accepted out of their own loml market. 

In some cases it will be desirable to ascertain, before parting
with the purchase money, whether the company's regulations require 

the name of a new shareholder to be submitted for approval, whether 

all calls have been paid, and whether the company have a lien on 
their shares which they have reason to enforce; but these are not 

points with which a banker need concern himself, except where he 

accepts orders qua broker. Then, in addition, he should see that 

his client obtains any dividend to which he may be entitled. 

When a transfer is sent" in it should be executed as promptly as 

possible by the purchaser, and sent, with share certificates attached, 

for registration, either through the broker or direct to the company 

to whose shares it nhtes, in which case enclose the transfer fee. 

In the case of sales, similarly, securities are sometimes sent 
direct to an agent, to be surrendered against payment. The broker 

is entitled to examine them, to see if they are in order, before paying

for them, but the banker should not deliver them to him except in 

exchange for .cash, tiDless specially authorised to do so·. The
consideration money mentioned in the transfer may not ag-ree with 

the amount for which the banker's customer has sold the stock. 

This is explained by the fact that it may have been sold over and 
over again before it was actually transferred, and the price given 

by the lu.st purchaser, not that taken by the first vendor, is inserted 

in the deed. 
"The Stock Exchange Official lntdligence" is essential in any 

office whero much stock and share dealing is transacted, or where 

many marketable oecurities are held; and " The Country Banker's 

Handbook," by George Kiddy, is also very useful. 

AccouNTS oF CusToMERs. 

'Vhen a stranger proposes to opt.!u an account, a banker should 

require an introduction from some person known to him. This 
introduction, if not given person·a!ly, should clearly set forth th& 

purpose for which it was given, and should bear the signature of th& 
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introducer; his address card should not be accepted as suffic1ent, 
and even a written introduction should be only accepted as a preli
minary, fo·r so·me people are so ready to give letters that a banker 
would never think of giving credit on the strength of an introduc
tion, unless very explicitly worded, without first ascertaining from 
the writer, privately, what he really knows of the introduced person. 
He may, however, on presentation of the letter, open the acoount so 
fal' as to take the presenter's signature in the signature book, receive 
his deposits, and obtain from him such information concerning him
self as he is disposed to impart, or M the banker is able to extract 
from him. Having done this, the banker will take the earliest 
(lpportunity of communicating with the introducer. 

The opening of a.n acco•unt is a matter of some importance. From 
the first interview the customer will receive impressioos that may, 
a.nd probably will, affect all his future coonection with the bank; a 
little attention and courtesy will secure his good will, and dispose 
him to commend the bank to his friends. The ideas he then receives 
(If the banker's manner of doing business will guide him in all his 
future dealings ; to secure, then, his confidence, to induce him to 
speak freely of his financial a.ffairs, to make him feel that in his 
ba.nker he has a trustwo·rthy confidant and a prudent adviser, is to 
ensure that his future dealings with the bank will be on an agree
able and safe basis. Neglect to secure these advantages a.t the 
oommencement is unwise, and likely in the long run to cause 
annoyance, anxiety, and perhaps even loss. 

By patient listening, by suggestive remarks, and courteous 
questions, the banker will ascertain his customer's business, its 
character and customs, the length of time he has been engaged in 
it on his own account, his previous experience, and where acquired, 
the names of the principal firms he buys from or sells to, the extent 
of his business, the nature of his receipts and payments, the name 
(If his previous banker, and his reason for moving his account, or 
whether he proposes to keep more than one banker (an operation 
usually costly alike to the customer and to the bankers), the amount 
(If his capital, and the details respecting it, more fully referred to in 
the notes on Balance Sheets and Advances. These and many other 
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t~uch details it is of advantage for the banker to know, and by 

aoquiring such information he shows his ability, and does much 
towards protecting himself from bad debts. 

If the customer makes large deposits, the banker will make such 
arrangements respecting notice of their withdrawal as his business 
'!'enders expedient, particularly when offered in seasons of pressure 
at a high rate of interest. 

Minors' accounts are not desirable, though no doubt payments 
made to a minor against his cheques upon his own deposit account 
are a good discharge. An advance to a minor cannot be recovered. 

It has been held that a Receiving Order could not be made 
against a finn because one· of the partners was an infant, but the 
order may be amended by adding "other than the infant partner." 

Personal .Accounts.-If a customer has several accounts, he may 
elect to which account his payments to credit shall go; but if he 
indicates no preference, then the banker has a right to P'ass them to 
whichever account he pleases. (See page 48.) 

However many accounts a customer may have in his own name, 
unless there are indications that any of them are trust accounts, the 
banker may treat them al1 as one, even if kept at different offices of 
the bank, in estimating his liability to the bank; and if any of the 
accounts turn out, after the customer's failure, to be trust accounts. 
the banker can still retain the balances against any other of his 
accounts that are oYerdrawn. This consolidation of accounts only 
applies to accounts in the customer's own name. The banker cannot 
retain the balance of a partner's private account against a debt due 
from his firm or vice versa ; and if the individual, to obtain better 
te!'IllB, desires that for the purpose of interest the accounts should 
be treated as one, he should give a written authority to the banker 
authorising him to hold the current balance of his private account 
against any liability that his firm may at any time be under to the 
bank. A married woman's account cannot be set off against her 

husband's without a similar authority. 
ll! arried W omen.--Should a spinster or widow be married, her 

account should be transferred from her former name into her 
married name, and headed, " Mrs. ---, formerly Miss ---, or 
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formerly Mrs. a widow." Should the right of a married 
woman to the balance of her account be disputed, it rests upon the 
claimant to prove his title, or obtain an injunction, but the banker 
should at once give his customer information of the notice served 
upon him. In any dispute the bank ma.y a.pply summarily to any 
judge, who ma.y make an order as to the dispute and as to costs, 
and the bank will only be treated as stake-holder. 

The Married Women's Property .Act, 1882, does not affect settle
ments made prior to the .A.ct, and as to wives married prior to 1st 
January, 1883, it only affects property that may accrue to them 
after that date. The .A.ct of 1870 protected their earnings and pro
perty acquired thereby, if earned after 9th January, 1870. A 
woman married since 1st January, 1883, keeps as her own all her 
property then belonging to her, and since acquired by or devolving 
upon her; and whenever married, she keeps all property acquired 
by or devoMng upon her since that date (1st January, 1883), in 
whatsoever way obtained. If stock or money stands in her own 
sole name, that is prima facie evidence, empowering her to deal 
with it without the consent of her husband. 

Lunatic Customers . .,.-Striotly, a banker should be furnished with 
the legal authority, appointing a person or persons the "Com
mittee," of the lunatic's estate, all of whom should sign all docu
ments ; but if the person who wishes to intervene will provide a 
statutory declaration by two medical men, declaring that the 
customer is of unsound mind, and incapable of managing his own 
affairs, and, further, lodge a satisfactory guarantee or seclll'"ity, the 
legal authority may under some cases be dispensed with. Until a 
customer has been officially declared to be a lunatic, or a receiver 
of his estate has been appointed, a. banker has no legal right to 
refuse to pay his cheques . 

.Agents for Customers.-If a customer empO'Wers another to deal 
with his account, he should give in writing a proper authority for 
the banker to honour his nominee's signature, and specify precisely 
the extent of the power with which he entrusts him. It should 
recite that ha may draw and endorse cheques and bills, give 
acceptance to drafts, and in every wa! operate upon the customer's 
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account, in the same manner and to the same extent as the customer 
could himself, and that the authority is to continue until revoked in 
writing. If it is intended that he should have power to obtain 
advances from the banker, or operate on an overdrawn account. 
this should be explicitly set forth, or the customer will not be 
liable. But see Reid v. Rigby, 10 Reports, 280 (189±). 

An agent may be authorised to sign the finn's name (thus, A. B. 
& c· ), though usually he is authorised to sign per procuration 
(p.p. A. B. & c•., C. D.), but if he signs in this usual way, it is 
incumbent upon the banker to satisfy himself that he really has the 
authority he assumes. He may have authority to draw bills, but not 
to endorse or accept them, and in that case any endorsed or accepted 
by him do not bind his principal. or give a title to anyone who has 
to claim through the endorsement. 

It may be repeated that if an agent endorses without authority 
uncrossed cheques, payable to the order of his employer, and passes 
them to credit of his primte account, the employer may recover from 
his agent's banker the full amount of such cheques which he may 
have encashed, and the crossing of a cheque by the banker is not 
retrospective in the protection it gives. 

In a recent case bankers who h·ad so treated cheques, which were 
croosed when tendered to them, were declared to· be liable to the 
employers in whose favour the cheques were drawn, on the ground 
that they had been guilty of negligence in not enquiring as to the 

agent's authority to endorse. 
All authorities of agents are cancelled by the death, bankruptcy, 

or insanity (legally declare.d) of the principal, and no agent has 
power to delegate any of his powers, unless the instrument appoint· 

ing him explicitly gi•es him power so to do. 
Although an infant cannot contmct for himself he may be 

empowered to act as an agent. 
The letter sent by a customer to the banker, authorising him to 

honour his agent's signature, does not require a revenue stamp, 

unless it contains an agreement also. 
If an agent is acting under a power of attorney, its provisions 

ehould be carefully scrutinised, for the giver is only bound to the 
extent set forth b the document. A full power of attorney should 
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give the agent power to draw, endorse, accept, and negotiate bills or 
cheques, borrow on the liability of the giver, pledge his property, 
real and personal, and in every way to eperate on his account as he 
could himself if present. If it is intended that the agent should 
sell property, it should also empower him to convey the same, and 
it may give him power to a.ppoint one or more substitutes, with all 
or a pGrtion of the powers delegated to him. 

An attorney may sign his principal's name solely, but it is better 
to add "by his attorney C. D.," if he do not sign by procuration 
in the usual ma-nner of agents. 

Under a power of attorney, which recited that the grantor was 
going abroad and was desirous of appointing attorneys to act for 
him in his absence, without any more precise limitation of the 
dura.tion of their powers, it was held tha.t a cha.rge given fra.udu
lently by the 11.ttorneys, after his return to England, was invalid, 
though the bankers to whom it was given were not aware that the 
granto·r had returned to England. 

Deceased Gustomer.-When an individual dies, all transactions 
upon his account must cease until probate of his will or letters of 
administration. a.re issued, when the persons nominated therein 
become his legal representa-tives, and any action taken on the 
strength of those doouments is good, even though in the former case 
probate is based on a will which afterwa.rds turns out to have been 
forged, and though in the latter a will is discovered after adminis
tration has been granted. In the case of a minor, administration 
must be taken out by his next-of-kin. 

It has beeU: decided that a banker cannot set off the credit 
balance of a deceased customer against a note maturing after his 
death, nor has he a lien on the executors' account for any debt 
from the deceased. 

A deceased married woman's sepe.rate property must be con
trolled by the usual probate or administration. A married woman 
may be an executrix, administratrix or trustee, alone or jointly, 
and may act in these capaoities entirely without her husband, who, 
of course, incurs no liabilities for her acts. 

If advances are granted, for the convenience of the customers, 
before production of the probate or adminie:tration order, to the 
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nominated representatives, for payment of probate duty, it should 
be oo the introduction of respectable solicitors, who can assure the 
banker of the position of affairs, and show the will if there be one, 
appointing the executors, and the banker should advance upon the 
signatures of them, or of the heir, if there be freehold estate. 

Production of Probate or Letters of Administration.-When 

these are produced, the banker should take specimens of the signa
tures of the representatives of the deceased, and transfer the account, 
if in credit, into their names. He will take a record of the particulars 
given in the probate, and supplement them with an abstract of the 
will, so that if the deceased ha.s left authority for his business to be 
carried on, he may see who are entrusted with the management of it, 
under what conditions, with what powers, and particularly whether 
they have power to draw, accept, and endorse bills, enter into any 
usual business contracts, borrow money, mortgage and sell property, 
execute deeds, &c., &c., and to what extent the capital of the business 
will be reduced by the payment of legacies, &c., &c. 

The registers of all deaths (and also births and marriages) are 
kept at Somerset House, and any period not exceeding five years 
may be searched over on payment of one shilling. It can also 
be ascertained whether probate or letters of administration have 
been granted, and wills may be perused. 

Bankruptcy.-Any payment made after knowledge of an act 
of bankruptcy may involve loss. No account should be opened with 
an undischarged bankrupt, but if one be opened the banker must 
honour cheques for the balance till the trustee* intervenes. 

Executors' Accounts.-lf an account is opened in the names of 
executors, as executors, precise instructions should be taken in 
writing and signed by all of them as to their wishes with regard to 
operations upon it. If they decide that all cheques on, or other 
orders to debit, the account are to be signed by two or more of 
them, the banker should act accordingly, and can refuse a cheque 
signed by one of them, though in absence of such orders any one 
executor or administrator is capable of dealing with the funds of 
the estate, and can give a good discharge, in this differing from 

• See czek v. Lloyds llauk.-Tlma, 15th Jan., 1908. 
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trustees, all of whom must unite in all transactions. An executor 
cannot bind his co-executors by any transactions he may enter into 
alone, although he can, as far as his powers go, bind the estate. 
Executors are personally liable, as are administrators, on all con
-tracts they make in dealing with an estate. 

If the executors propose to continue the business of the deceased, 
'they can only bind the estate so far as their special authority in 
the will may empower them, though they will be personally liable 
>for all contracts they may make in connection with the business. 

A married woman may be an executrix; but her husband and 
·his property are under no liability for her acts in that capacity. 

If a last surviving executor die, and no other provisions are 
made in the will, his duties devolve upon his executor. 

If a sole administrator die, fresh letters of administration must 
be taken out; the representative of a deceased administrator is not 
1"ecognised. 

Executors, if they intend to act, must prove the will appointing 
them within six months after the death of testator. Penalty,. £50. 

If an executor, indebted to the banker in his own private 
{)apacity, on being pressed to reduce his balance, transfers any sum 
;from his executo:rship account, the banker cannot hold to the money 
in case of fraud on the executor's part, but will have to refund it. 

If an executor disburse the proceeds of an estate in payment of 
the liabilities of the deceased in order of their, legal priority, he is 
not liable for any deficiency in the estate. An executor or adminis
trator, unless appointed qua creditor, can retain his own claim out 
·of legal assets in priority to others of equal degree. • 

Joint Accounts.-When two or more persons, not being partners, 
·Open an account, it is desirable that they should at the time declare 
;in writi]lg that it is "with benefit to the survivor," for though this 
is the legal devolution of such an account it will save future mis
.apprehension if all is made clear at first. All that survivors have 
to do in such a case to establish their claim, as far as the banker is 
concerned, is to furnish satisfactory proo·f of the death of the 
deceased by production of certificate of death or burial, which 

* ~ac Kules of Prob&te Court, 1900. Tb.e uew torm of Buud exclud.es preftn-ence. 
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sometimes it is desirable to have supported by a declaration of 
identity. 

Instructions (signed by all) should be given as to signing of 
cheques, otherwise all must sign every cheque, and every cheque 
should bear the full heading of the account, as it appears in the 
bank's books. 

In case of a joint account being opened in the names of husband 
and wife, or father and child, the Inland Revenue Department say 
the banker should require production of the probate or letters of 
administration of the deceased, in order to establish the sole claim 
of the survivor. The obligation to do so is doubtful. 

Although in a joint account it may have been arranged that 
any one of the joint depositors should sign alone, any of them may 
cancel this authority, and the banker incurs no liability by following 
these later instructions. The executors of a joint depositor have 
equal power to forbid payment of any part of the balance to the 
survivors without their consent, and their instructions must be 
attended to.-See Appendix "Joint Accounts." 

Partnership Accounts.-Anyone who, by word, writing, or 
action, leads others to believe that he is a partner, or knowingly 
allows such representations to be made, is liable on the contracts 
entered into in faith of such representations, even though actually 
he may not be a partner.* A banker should in all cases endeavour 
to secure a written acknowledgment of the liability of every person 
on whom he relies in dealing with a firm, unless his partnership is a 
matter of common notoriety. He should, therefore, require al1 
partners to sign the name of the firm in his books, and to 
write " partner " after each personal signature. A partnership 
may consist of not more than ·ten partners if the business of thtt 
firm is that of bankers, and of not exceeding twenty partners in any 
other business. Firms with a large number of partners come under 
the Joint Stock Companies Acts. 

It will be well to obtain from a firm, on th..; opening of an 
account, particulars as to the capital of the firm, the proportion in 
which the various partners contribute it, and the extent and nature 
CYf their private means. If there is borrowed money, it is 

E • As to minors who are partner• aee page 59. 
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desirable to know whether it is lent to the firm or to an individual 
partner, and on what security. If lent to the firm it is, of course, 
a liability of the firm; but if lent to a partner himself it is a 
liability of his private estate only, and does not rank upon the assets 
of the firm in case of failure. After all the firm's own debts have 
been paid in full, the surplus is allotted to the partners' private 
estates rateably to their contributions to the capital of the firm, 
and out of this the private debts must be liquidated. 

It would save much dispute if all partnerships were entered into 
by deed or in writing; but unfortunately many are merely verbal 
arrangements. Howev.er, a banker is not bound to know the con
ditions of the partnership as between the partners; and a person 
once having held himself out to be a partner, cannot rid himself of 
the liabilities of his firm, until he has given notice to eao]). creditor 
of the termination of the partnership, and if the partnership was 
limited to a certain period, it must be shown that such was known 
to the creditor. This notice need not be in writing, and it is not 
necessary that it should be gazetted to bind a credit(}r, It is slilli
cient that it can be prO'ved that he was aware of the dissolution, 
however it came to his knowledge. Death or bankruptcy terminates 
the liability of a partner in respect of all contracts entered into by 
the firm after either of those events. 

Every person held out as a partner is liable for all the firm's 
debts contracted in the usual course of business, to the full extent 
of his means, and the creditor is entitled to look to all the partners 
for repayment, notwith&tanding any private arrangement between 
them. 

Though the partnership deed prohibits it, a partner dealing 
with bills in the partnership name and in the ordinary course of 
business, binds the firm as far as outsiders a:re concerned; but if 
a banker is instructed not to honour the signature of any individual 
partner on behalf of the firm, he must not do so, and he incurs no 
liability f(}r refusing it. As to Infant Partners, see Minors, page 59. 

Any partner may borrow for the firm on its credit, sell or pledge 
its goods, enter into simple contracts in the usual course of business. 
give discharges for· payments, and perhaps give an equitable charge 
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on its real estate, though a legal mortgage or any other deed must 
be executed by each individual partner interested in the property 
to which it relates. 

If a finn is wound up, its assets are thus to be divided :-1. In 
payment of preference claims. 2. In payment of general creditors. 
3. In payment of loans by partners, who cannot come into compe
tition with general creditors. Any surplus is divided pro rata 
among the partners, according to their contributions to. the capital 
of the firm, and fonns part of their separate ,estates. Separate 
estates are distributed in the same manner, the partnership not 
being able to prove on the separate estates in competition with 
private creditors, unless the individual partner has had a distinct 
business apart from that of the firm, and the debt has arisen in 
the usual course of business, or unless there has been fraudulent 
conversion of partnership property without knowledge or subsequent 
condonation by the other partners. The Scotch law is not on the 
same lines. 

If a person makes contracts with a partner on behalf of his firm, 
knowing at the same time the other partners have disclaimed lia
bility on such contracts, he cannot make them responsible, nor can 
he if aware that the contracts are beyond the partner's authority or 

in fraud of his co-partners. 
Transactions to bind a fum must be apparently in the interests 

of the partnership and for its business, therefore a banker should 
be wary in receiving visibly partnership money, bills, or property 
in payment of private debts. 

If a customer of a finn stipulates with a partner for special 
advantages, in consideration of an agreement for the private bene
fit of that partner, the firm is .not liable on any business done in 
pursuance thereof, and if a partner improperly makes use of trust 
funds, his co-partners are not liable, if they did not and could not 
reasonably be expected to know of the breach of trust. 

A firm may select any name or style under which to carry on 
bW!iness, but once established, no other firm in the same line of 
business may adopt a like or similar title so as to be likely to 
deceive. If a. finn trades under the sole name of one of its partners 
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it will be desirable to scrutinise any transactions which do not 
appear on the face to be really for partnership purposes. It is not 
now necessary to sue a firm in the names of its partners ; it can be 
sued in its partnership name. 

Dissolutio% of Firm.-A partnership may be dissolved, 1st, by 
notice of dissolution; 2nd, by death of a partner; 3rd, by bank· 
ruptcy or outlawry of a partner; 4th, by order of Court for reason
able cause shown. Whenever a dissolution takes place, if the banker 
desires to retain a lien on the retiring partner's estate, he should 
stop the firm's account and require the continuing partners to open 
a new account, and to pass all future tra.nsactions through it, 
giving him authority to charge to it all outstanding· cheques and 
charges. He cannot open a new account without their authority, 
though he can stop the old account. If he does not stop it, every 
payment to credit goes to reduce the debt of the old firm, whilst 
every charge to debit forms a debt of the new firm, no matter how 
the daily balance may run. 

On the retirement of a partner the banker should ascertain what 
amount of capital will be withdrawn from the firm, and how and 
when it is to be paid, and whether the articles of partnership 
establish a lien over the freehold, leasehold, and copyhold partner· 
ship property in his favour, as no subsequent charge would over· 
ride this.-H all v. Hall, Law Times Reports, 25th August, 1894:. 
He will consider how the fum can stand this draft upon its resources, 
not forgetting that though the repayment may be spread over some 
years, what was capital available for payment of the debts of the 
:firm has become a. debt itself, and a. liability ranking with the trade 
creditors of the new firm. 

If new partners are introduced and a banker decides to accept 
the new firm for the old firm's liabilities, he must get the new 
partners' declaration that they accept this liability, or they will 
not be responsible. He should, therefore, get them individually to 
sign the order to transfer the account of the old firm to the new 
firm, and to charge to \t all dishonoured bills, outstanding cheques, 

&c., &c. 
If the style of the firm is changed it will, and if not changed it 
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may, be necessary to have a fresh deposit of any securities or 
guardll.tees lodged against advances, but this will depend to some 
extent upon the form in which the documents are drawn out. 

Although it may be desirable to stop an account on the retire
ment of a partner, it is not necessary to refuse payment of cheques 
or bills signed by him in the partnership name before, but presented 
after his retirement. If the position of the account is satisfactory 
to the banker, and they appear to be legitimately drawn, these 
should be paid, unless he has been ordered to refuse them. 

The estate of a deceased partner is not liable on contracts made 
or other partnership liabilities incurred after his death, even though 
the creditor was unaware of it, but it is liable for those made during 
his life whilst he purported to be a partner. 

A surviving partner is entitled to deal with the partnership 
property standing in the firm's name, and can give a good discharge 
for all payments made to him in good faith. 

Limited Partnerships.-Under the Limited Partnership Act 
(28 & 29 Vic., c. 86), a loan upon a written contract, whereby in 
place of interest a share of profits is to be paid to the lender, does 
not make the lender a partner; but in case of failure he cannot 
claim any repayment as regards these particular loans, until all 
the ordinary creditors are paid in full, though he ranks with them 
for any other loans he may have made at a fixed rate of interest. 

To come within the protection of this Act the advance must be 
clearly a loan, and the lender must not interfere with the conduct 
of the business in any way. 

The Act also protects a servant remunerated by a share in the 
profits, or a widow or child_ of a deceased partner receiving a 
portion of the profits by way of annuity .. 

If, however, the contract for the loan provides thai the lender i& 
to share losses, he may be held liable as a partner. 

Limited Partnerships Act, 1907'.-Under this .Act one or more 
persons may join a firm as limited partners. They oan take no 
part in the management, but may share profits. Their liability is 
limited to the amount of their contribution to the capital. The 
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agreement must be registered at the office of Joint Stock Companies, 
and the register oan be inspected on payment of a fee. There 
must be at least one member with unlimited liability. 

Trust Accounts.-Bankers, as far as possible, endeavour to avoid 
opening accounts in the names of trustees, as trustees, preferring to 
have them as ordinary joint accounts, without any reference to any 
trust; but although an account may be thus opened as a joint 
account, if it comes to the banker's knowledge that it is actually a 
trust account, he !cannot evade any liability attaching to such an 
account. It is noi incumbent upon him, or even desirable for him 
to know the terms of the trust, and he need not ascertain who are 
the appointed trustees, except where transferring the balance of a 
deceased customer's account. He can accept the representations of 
the persons opening the account, leaving it to any aggrieved person 
to settle his claim with those purporting to be trustees. If, however, 
he knows the account is actually a trust account, he should insist 
upon all.cheques upon the account being invariably signed by all 
the persons represented to him as custodians of the money; for 
trustees' powers are joint, and unless specially and explicitly em
powered by the deed of appointment, they cannot delegate any of 
their powers, even to one or more of themselves; all must sign to 
give an effectual discharge. There is but one exception to this 
rule--trustees may delegate to a portion of their number the power 
to distljbute the income of the trust; but it is not tlesirable to 
encourage this exception. 

Having secured the signature of all known trustees, it is not 
necessary that the banker should concern himself as to the mode in 
which the· mooey withdrawn is appropriated,' though of course he 
must not permit what he knows to be a clear misappropriation of 
the trust-money, as where trustees transfer money from a trust 
account to pay ofi their private debt t() the banker. 

If a trustee pays trust-money into his private account, the persons 
interested therein can establish a charge upon it, but not so as to 
prejudice the position of a banker who was unaware of the nature 

. of the credit. A trustee does not lose his right to deal with the 
trust funds by reaso11 of his bankruptcy, unless he be a Trustee in 
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a Bankruptcy. If a. trustee dies, his death should be proved by the 
production of a certificate of his death or burial, which may be 
supplemented, in cases where the banker has any suspicion of fraud, 
by a statutory declaration identifying the person named in the certi
ficate with the trustee. It is not necessary to see his will, as the 
surviving trustees have full right to the trust property. Of course, 
under no circumstances can a trust account be held us a set off 
against a private account. 

Charitable Trusts, d:c.-In these cases the banker should be 
furnished with copies of the resolutions appointing a treasurer, and 
stating in what manner cheques are to be signed, and the account 
should be opened as " A. B., Treasurer to the C. Trust," or " A. B., 
C. D., and E. F., Joint Treasurers." The treasurers are not person
ally liable in these cases. 

Official Liquidators, Assignees, &c.-The banker will derive his 
knowledge of their appointment from the Gazette. If more than one 
is appointed, at least two must sign cheques, &c., unless the share
holders or creditors decide otherwise, and the banker will see from 
the order of appointment the extent of the powers granted, and the 
limitations thereto. If a committee of inspection is appointed, 
he should see how far he will require the committee's sanction to 
the trustees' acts. In the case of trustees in private liquidations, 
the appointment of trustee and the conditions imposed upon him 
will be proved by the deed of assignment. (See also Appendix.) 

Rrceivers and ..,1/anagers a!' pointed by the Court of Ch tucery are 
personally lbble. It will be well to take legal advice us to their powers. 

Companies' Accounts.-When a company opens an account, ita 
certificate of incorporation and authority w commence business 
should be exhibited, if a public company, and a oopy of its memo· 
randum and articles of association, and filed for future reference. 
From these will be gathered the regulations as to the opening of a 
banking account, and the way it is w be operated on,* and as 
to the power of the company to borrow money, or over-
draw its account. These regulations should be embodied in a . 
resolution which, on being passed by the directors and duly authen
ticated (say signed by the chairman and countersigned by the 
secretary, and, if necessary, sealed with the officia.l seal), will serve 

• S><> pageo 7 to 10 aa to oiguatures. 
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as the banker's authority for dealing with the company: These 
resolutions will be good, as far as the banker is concerned, even if 
they have been irregularly passed, so long as they are within the 
powers given by the memorandum and articles. It is very necessary 
to see whether they give power to draw, endorse, and accept bills, 
and in what form. The authority should be as explicit in the 
powers it gives as one given by an individual in favour of an agent. 

The articles of association of any joint stock company may be 
inspected by any person at the Registry of Joint Stock Companies 
for the division of t}le kingdom in which it is registered (i.e., in 
Lo·ndon, Edinburgh, or Dublin), on payment of the fee of one 
shilling; and if a public limited company oontinue business 
when there are less than seven members, each member aware of the 
fact is liable for all the debts contracted by the company whilst there 
are less than the statutory number of members. Every member of 
a limited company is liable to the extent of the uncalled amount on 
his shares. for one year from his eea.<sing to be a member, for all 
debts incurred whilst he was a member, in the event of, and to the 
extent of, his transferee being unable to pay the calls made. 

A private limited company may consist of two sharehold~rs. 
It is necessary to carefully study the "memorandum," as it 

limits a~d controls the " articles." 
Corporatiom.-Unless these h:ave special authority by their 

constitution they canno·t make or endorse bills. The authority to 
honour ·the signatures of their nominees usually should be given 
under the common seal, and usually, unless all the cheques are 
signed by three members of the finance committee, there should be 
a schedule of the cheques to be paid, which should bear these three 
signatures. 

Banker!! cannot exercise the right of " set-off " in public cor
poration accounts. 

Poor Law, Highway Board, and District Council accounts 
should be opened by a formal resolution appointing the 
treasurer, and cheques should be signed by the ohairm'an and two 
members of the board, and countersigned by the clerk or by his 
substitute, who must be duly authorised. All their cheques must be 
made to order, and per prooura.tion endorsements are not accepted, 
unless guaranteed by a bank, and no·t always even then. 
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Friendly and Building Societies.-Their accounts must be kept 
'in strict conformity with their respective rules, which must have 
been registered by the Registrar of Friendly Societies. 

Land Societies sometimes are established under the Joint Stock 
Gompaniu Act, and sometimes under the Friendly Societies· Act. 
Great care must be taken, on the opening of an account, to ascertain 
under which Act the society is constituted, and whether its regula
tions conform to law. 

Bankers' Charges, Pass Book, Acquiescence of Customer in 
Entries.-A valuable case for reference on these points is Spencer 
v. Wakefield, Times Law Reports, No. 10, Vol. IV. 

Balance-Sheets.-The investigation of a balance-sheet may be 
taken as a desirable preliminary to the granting of any ·accommoda
tion to a firm, and requires much care, for many men, either from 
incapacity or deliberate attempt at deception, will make most Inis- . 
leading statements of their position. A balance-sheet prepared by 
a public accountant can be more depended upon, but even there it 
must be remembered that he can only deal with the accounts set 
before him, and if books are deliberately and systematically 
falsified, he may easily be Inisled. A balance-sheet prepared in the 
handwriting of a customer, or signed by him, will enable an action 
for fraud to be brought against him, if it can be shown to have 
been a deliberate misrepresentation of his position. 

In respect of capital it is desirable to see what relation it bears 
to the total liabilities disolosed in the statement, and in what form 
it is invested, whether in realisable assets or only in margin between 
the mortgages or other charges on the property, and the estimated 
actual value of it; the banker should then ascertain whether it is 
actually the customer's own money, as sometimes loans to the 
individual, or even to a firm, are wrongly set down under this head. 
It may be desirable to enquire whether there are a.ny mortgages, 
acceptances, or settlements, or other charges to which the customer's 
assets are subject, although they may not appear in the account, for, 
strange as it may seem, cases have been known where, with hardly 
an intent to defraud, mortgages have been left out on one side, and 
the mortgaged propert:v on the other, and in one case, at any rate, 
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a customer did not insert the aooopta.nces he had signed, justifying 
his action by saying that he had Mt taken as an asset the goods 
for which they were given. In firm's accounts it will be well to see 
if the capital is practically reduced by partners having overdrawn 
their private accounts. 

If there are loans to the firm (already the difference between 
loans to a firm and loans to any of its pa-rtners, as individuals, has 
been pointed out), the banker will want to know if they are secured, · 
and how, whether by cha.rges on the firm's property, or on the 
?artners' private estates, or by the aid of friends or relatives; also 
the conditions for repayment, whether they are demand loans or 
repayable at a fixed date. 

The character of the accounts owing by the firm deserves scru
tiny. " Accounts owing" ~ometimes includes mortgages and cash 
advances, as well ·as trade debts, although they stand in very 
different categories in a banker's valuation. 

Looking at the assets, their general character must be noted. 
What amoun.t is fixed in land, buildings, machinery, and those 
articles commonly known as fixed stock 7 How does this total 
compare with the total capital of the firm 1 Have they fixed all or 
more than all their own capital1 If so, they are dependent on their 
credit for their wo;rking capital. .A:re the properties mortgaged 1 
If so, what propo-rtion does the mortgage bear to the value of the 
property7 Are the mortgages only over the freehold, or a.re they 
registered as bills of sale, there by covering the loose trade machi
nery7* Are the works and machinery properly and regularly written 
dorwn in value, to provide for depreciation 1 Is the value set upon 
them reasonable and moderate, remembering that the value of works 
and machinery valued " as a going concern," is a very different thing 
from their value at auction prices 7 

Is goodwill taken as an asset, or any other such fluctuating item, 
which only too surely vanishes if an estate has to be realised 1 

Are there any assets with a contingent li'a.bility upon them 
(shares not fully paid up, &c., &o.), and what pr()bability is there of 
such liability becoming an actual claim on the estate 1 , 

• ~•• also page 97, 
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Are the assets readily convertible, and what proportion do the 
liquid assets (cash, stock in hand, accounts owing to the firm, and 
such items) bear to the open liabilities of the firm 1 Is the stock 
saleable, or is it old and hard to get rid of1 What is the character 
of the accounts owing to the finn 1 Are they all good debts and 
trade debts, are the amounts well divided, or does the firm depend 
(a most unhealthy and dangerous state for any firm to be in) on the 
solvency of one or two large customers 1 

If the firm rents its works, it may be desirable to ascertain the 
rental, the duration of the lease, &c., &c., particularly if it also rents 
the machinery, because then the rent becomes a heavy item, and the 
right of distress by the landlord, if only for a single year's rent, 
may make a serious hole in the assets avail·able for division among 
the general creditors. 

In dealing with the Profit and Loss Account, it is desirable to 
know if liberal provision is made for bad debts; if depreciation is 
allowed for, in case it is not provided fo·r before the transfer to 
Profit and Loss Account; whether interest on capital is deducted 
before the profit is estimated; whether the partners' expenses are 
less than, or in excess of, the profit, &c., &c. 

These are some of the points which a banker would like to be 
informed upon, when he is required to give CTedit to a firm, and the 
enumeration of them will show how misleading the mere statement 
of a firm's capital may be. 

ADVANCES. 

No prudent banker will allow his bank's stability to be depen
dent upon the prosperity of any one or two firms, and, therefore, he 
will take care that no single advance he may make shall be larger 
in amount than he could support if it became a bad debt. Advances 
out of proportion to a bank's capital, even if fully secured, are to be 
avoided, unless the security is of such a. character that its imm&
diate conversion into cash at any time, if required, is beyond 
possibility of question. Neglect of this precaution has caused the 
failure of more banks than any other banking indiscretion. 

When a banker is requested to grant accommodation he will 
desire to know the position of his customer, and if at the opening of 
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the account he has acquired the informa.tion previously suggested, 
he will be muoh better qualified to deal with the a.pplica.tion. Apart 
from wha.t his customer may tell him, he will ha.ve noticed his 

manner of doing business, gathered some idea of his reputa.tion 
among firms in his own trade, and genera.lly sa.tisfied himself as to 
his customer's thrift, a.b1lity, industry, and integrity. Presuming 
that these enquiries have inspired confidence, he will wish for 
information as to the amount of adV'a.llce desired, the purpose for 
which it is wanted, the length of time for which it is required, and 
the security, if any, which is to be given for it. It will be more 
than ever necessa.ry if the a.dva.nce is unsecured tha.t he should 
thoroughly understand the ohara.cter of his customer's business, or 
he may be much misled by the appearance of his account. Agents 
may be poor, and yet keep up a very satisfactory account by means 
of their principals' moneys. Some firms buy on credit and sell for 
cash, and their accounts therefore give no indication of their position. 
Some tradesmen receive large quantities of goods on irale or return, 
and the " show" in their shops may theref()re be very far from a true 
representation of their position. 

Moreover, t() pro·vide against attempts at deliberate fraud, it 
must be remembered that marriage settlements·, even of visible 
goods and chattels, if made ()r agreed t() before the marriage, do n()t 
require to be registered as bills of sale. A marriage settlement, 
made after marriage, is void if the maker becomes bankrupt within 
two years, and is voidable until ten years from its date, if it can 
be proved that at the time of making it he W8.4 not able to pay his 
debts, without the aid of the property comprised in it; but after 
it has been in existence ten years it is indefeasible. 

Banking advances should be for commercial purposes, as an 
addition to working capital. Adva.nces employed as :fixed capital 
are more of the character of mortgages, and should only be granted 
by a banker to a very limited extent, if at all. 

An overdraft granted for a. specified time may be terminated 
earlier upon notice from the ba.nk to the debtor.-Rouse v. Brad
ford Banking Co., 1894. 

The case ol Gilbert v. Gonard, referred to in "Emden's Digest 
for 1885," p. 475, may be of interest to lenders. 
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The decision is stated to be that where money is advanced by 
way of loan for the purpose of being applied for a specific purpose, 
and on the undertaking of the borrower so to apply it, in the event 
of the bankruptcy of the borrower before the undertaking has been 
fulfilled, the lender is entitled to follow and recover the money, in 
the same manner as if it had been in terms a trust fund. 

Whenever an advance is granted, particularly if unsecured, it 
should be clearly understood that the banker reserves to himself 
the right to recall or cancel it at any time in his discretion. 

In case the banker is asked for assistance to tide over a tern· 
porary embarrassment, he will want to know the full amount of 
present and prospective liabilities, so that he may judge whether 
the assistance asked for will clear the way, how it is proposed to 
repay the advance, and whether the estimate of his customer allows 
for those uncertainties of trade which are so certain to arise. In 
connection with this his own knowledge of the state of trade gener
ally, and of the applicant's branch of it in particular, will assist 
him in estimating the safety and propriety of his granting aid. 

It may come to the banker's knowledge when, or after making 
an advance, that his customer is under liability as a shareholder in 
some company tottering to its fall, and it will then be of advantage 
to remember that he can himself, or by an agent, inspect the return 
of shareholders kept at the Registry of Joint Stock Companies for a 
small fee (the charge at the Registry is ls. per inspection, and a 
certified copy of any part of a registered document costs 6d. per 
folio), and thence ascertain his precise holding up to a comparatively 
recent date. 

If for some special reason, and relying on his integrity and 
ability, a banker grants assistance to a man of small capital, he 
may wisely require him to deposit an assurance policy, but care 
must be taken to see that this is not already settled on his wife or 

children. 
If the advance is applied for by a firm whose principal establish

ment is in the Colonies or abroad, the banker will not fail to take 
into consideration this fact. In case of disaster he would have more 
or less difficulty in recovering his money, and in some cases would 
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be placed at a disadvantage, as compared with looal creditors. If 
the applicant is a farmer, his position with regard to his landlord 
as to payment of his rent is an imp(}rtant considerati(}n. 

Married Women, if married since 1st January, 1883, have for 
most business purposes the rights of spinsters, and can bind their 
own property, but their husbands are in no way responsible for their 
private debts. .A. woman, married sinoe that date, may have a 
marriage settlement, simply giving her a right to the income, 
during life, of the property held in tru11t. It is prudent to fu&ve 
all securities given by a woman attested by her own solicitor, and 
particularly those of a wife for her husband. 

The Married Women's Property Act, 1893, makes. the separate 
property of a married woman liable fo:r her contracts whether she 
had or had not separate property at the time she made them . 

.A. married woman not carrying on a. trade separa.tely from her 
husband cannot be made a bankrupt . 

.A. husband is responsible for the ante-nuptial debts of his wife to 
the extent of any property he may have obtained through her. 

By the Married W(}men's Property Act of 1882, if a. married 
woman has made loans to her husband for the purpose of his busi· 
ness, she cannot prove on his estate for them in competition with his 
general creditors, and the creditors can follow a.ny fraudulent invest
ments in her na.me of her husband's money. She can, however, 
prove in competition with other creditors for money lent to him 
for private purpooes, a.nd al110 for money lent to a. firm in which 
he is a. partner. If an executrix she ha.s the " right of retainer." 

The Statute of Limitations applies as between husband and wife. 
Agents.-.A.n agent should not be allowed to overdraw his prin· 

cipal's account, to negotia.te a loan on his account, or to pledge 
his securities, unless his authority gives him explicit power to do so. 
But if he has power to borrow, any limita.tion (in a.mount) does not 
affect a. bona fide lender una. ware of it. 

Deceased Debtor's Representatives.-.A.lthough the a.ccount of the 
deceased may ha.ve been unwisely transferred to his representa
tives, the banker is entitled to retain the securities deposited by 
him as aga.inst this hal~nce, but unless the will gives them power 
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to borrow, it is questionable whether these securities could be held 
against advances made to the representatives, in opposition, for 
instance, to the claim of the heir-at-law to the real estate, though 
the executors or administrators would themselves be personally 
liable for advances made at their request and on their account. 

Though such representatives cannot pledge the trust estate 
generally, they may, under certain circumstances, borrow on specific 
securities without being authorised in the will, though not in direct 
opposition to its provisions; and it ha.<J been decided that it is not 
irregular for a banker to advance money to one of two executors if 
he was led to believe it was for the purposes of the will. 

Where executors and trustees are em powered to realise real estate, 
they have power to pledge a part of it or to pledge a specific personal 
asset as security for a loan, but for any debt not specifically secured, 
or if tile pledged security does not prove sufficient to repay the loan, 
they alone are personally liable, not the estate. To avoid dispute it 
may be well to take the personal guarantee of executors or trustees 
for any loan made to them. 

Partnerships.-It is worthy of note that partners may convert 
any portion of partnership property into the personal property of 
any of the partners, and vice versa, and if the transaction has been 
made in good faith it binds creditors even in bankruptcy, if the 
conversion ha.<J been completed before the failure. 

Receiver1 and Liquidators of Estates are persoually* liable for 
advances made to them, and they cannot bind the estate unless 
their appointment empowers them to borrow, in which case care 
must be taken that the transaction is in strictly legal form. 

Companies, Societies, and Corporations.-It is necessary to see 
that their regulations and the laws under which they are formed 
give them authority to borrow, or to· make themselves liable upon 
bills. A trading Company h~U4 implied authority to borrow even if 
no express power to borrow is given in its memorandum and articles 
of association.-Law Times Reports, 1892, p. 188. A company or 
sooiety may have power to borrow to a limited extent, b11t if the 
directors borrow in excess of its borrowing powers, the company 
--;;c;,;;;:~t of Appeal, December, 1894,-but see in re Boynton Hoffman v. Boynton, 

12th Feb., 1910. 
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is not Hable for the exoess, though the loans are obtained by false 
representations ; the directors who ma.k:e the misrepresentation 
alone are liable. A building society, having power to borrow, can
not give an equitable charge on any of the mortgages it holds, in 
favour of particular creditors. If a society has not by its rules 
power to borrow it is very dangerous to make advances to it. In 
every case the regulations of the company or society as to borrowing 
should be strictly followed or the advanoo may be held ultra viru. 
Beware of making loans in excess of borrowing powers. 

Highway and District Boards have no power to overdraw 
their banking accounts, and snch overdrafts cannot be recovered 
at law. 

!Amited Companies.-Their powers to borrow and to charge 
any of their assets are strictly defined by the memorandum and 
articles of association, which must be carefully studied. 

All their charges ought to be entered in their register of mort
gages and must ,be registered in the Registry of Joint Stocl!:. Com
pani€6, or they will be valueless. 

Any person for a small fee may inspect the register at the 
Registry, and therefore can see what charges are in existence. 

Scotch creditors may obtain a preferential charge on the uncalled 
capital of shares held by Scotch shareholders.-Law ~rimes Reports, 
1892, p. 4:33. 

The Working of an Acco'!Nnt.-Ha.ving granted an advance, a 
banker will keep a careful eye on the customer's account to detect 
the first signs of weakness. If the customer always appears to be 
at the full extent of his limit, if he takes longer credit, if be pro
vides for his acceptanCes at the last minute, or retires them by 
telegram, or with notin{!:. if he tenders bills drawn upon inferior 
firms, and assists the acceptors to meet them at maturity, the banker 
will have his suspicions aroused, a.n.d will ta.k:e what steps he can to 
ma.k:e h\mself sa.fe. 

Limitation8, Statute of.-If for six years no acknowledgment of 
a. simple contract debt (a.s on an account or on a. bill of exoh.ange). 
has been made, the debtor may avoid payment of it by pleading 

• '' Aeseta " will Include uncalled co pita!. 
Fobru&ry 2nd, 1898 Property will not, 

v. lnlern~li<m<J.I .dgmey, Law Tlmea 



ENGLISH PRACTICAL BANKING. 81 

this statute. To prevent him from availing himself of it a clear 
acknowledgment of liability, from which a promise to pay can be 
inferred, made by the debtor direct to the holder, not through a 
third party, must be proved. If the debtor voluntarily pays interest 
on the debt that is a sufficient recognition of it; but it is not suffi
cient that the banker should charge interest in his own books. On 
notes payable on demand the statute begins to run from the date 
of the note. On guarantees the statute commences to run from the 
date on which the last payment was debited to the account* 
or on which demand for repayment is made of the guarantor. 
If a debt is only partly secured, i.e., if the securities when realised 
do not cover the debt, the statute runs aa to the deficit from the date 
of the original dE>,bt, not from the date of the realisation of the secu
rities.-Court of Appeal, re l\fcHenry, 72, S. J., 616. If more than 
one person is liable, only those who have acknowledged their 
liability are debarred from pleading the statute. The statute does 
not bar the right of eet-off and does not operate to free securities. 

If debentures are held as security, the stipulated interest should 
be collected from time to time to avoid this statute. 

Set off.-In order that a banker may exercise the right of setting 
off any payment due by him to his customer, against any debt of 
his customer's to him, they must both be legal claims, not merely 
equitable, and they must be strictly mutual. He cannot set off a 
partner's credit balance against a balance due from his firm; but if 
a man trados without a partner as a firm, all the accounts in whioil. 
he alone is interested may be consolidated.-See also page 62. 

SECURITIES. 

Speaking generally, a banker has a lien upon all banking articles 
in his hands as a h.'tnker, though not on those he holds as guardian 
(as things left for safe custody), or which he holds as agent (as 
bonds entrusted to him to obtain the interest on, or to obtain new 
coupon sheets, or to exchange for new securities). Anything which 
is in his hands to sell or to collect he has a lien on, and this lien 
avails over bills or notes, or other documents transferable by de
livery, eYen if they are trnst property, if at the time they were 

• 8eo page SP. 
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placed in his hands he had no notice or knowledge of their fiduciary 
character. If, h01Wever, they require the execution of a deed to 
transfer the property in them, the banker can maintain no lien on 
them if the trustee has fraudulently obtained advances on them. 

Unless securities have been deposited specifically to cover certain 
stated advances, the banker can hold them against any and every 
claim he may have a.ga.inst the person on whose behalf they have 
been pledged; but if they are given aga.inst specific advances they 
can only be held against those, and when the litLbility for which 
they were pledges has ceased, the banker must return them. If, 
however, the security has been realised, the banker may, 
perhaps, retain the surplus proceeds against other liabilities. 
(Jones v. Peppercorn, 1908.) Much care, therefore, should 
be taken in the making of arrangements as to security, 
and the memorandum of deposit should clearly set forth 
whether the securities are fo!l' general liabilities or for special ones. 
Where several distinct securities, deposited by several individuals, 
ll.re held for one account, if one of the depositors thereof dies, the 
account should be stopped, and, by arrangement with the customer, 
all transactions should pass through a new account until fresh 
arrangements are made, after which operations on the old account 
should be resumed, but only if the memorandum of depooit in each 
case allows the substitution of securities. In valuing securities in 
bankruptcy, a creditor may lump them and assess them as a whole. 

Completion of Title.-Offi.cial Receivers are instructed to mab 
a. substantial charge where their assistance is required to convert a.n 
equitable into a legal.title to lileourities. 

Collateral Securities.-Securities belonging to, and pledged by, 
an individual 0!1' by a firm to secure its own account, have in case 
of failure to be realised, and the full amount obtained from them 
deducted from the debt due to the banker. He can o·nly prove on 
the estate for tbe balance of the debt remaining unpaid; but if a.n 
individual partner, or any pel'iilon not a partner, give security not 
being the property of the debtor, this is termed collateral security. 
and the banker may prove on the debtor's firm for the full amount 
of the debt. If he does not receive payment in full from the estate 
he can claim from the surety the deficiency, so far as the deposited 
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security will cover it. It is desirable that the instrument establish
ing the security should distinctly renounce in favour of the banker 
all right of proof upon the estate of the principal debtor. As 
securities in private partners' names often turn out in case of 
failure to be the firm's property, it is not well to calculate too cer
tainly on partners' securities being collateral. In obtaining col
lateral socurity there IOIJSt be no misrepresentations aa to previous 
dealings, or aa to the present state of the llfcount. Any such 
deception or suppression of the truth will viti~te the security. A 
surety is entitled at any time to know the extent of the total 
liabilities of the person he is bound for to the bank, and the manner 
in which his account works, but he is not entitled to see the details 
of it. 

Realisation of Securitiu.-Securities, whether personal or col
lateral, should never be realised until after demand for repayment 
of the amount due, and neglect of the customer to repay. If the 
customer is bankrupt, his trustee should be consulted before any 
securities belonging to the bankrupt are sold. Proceeds of 
oollateral securities should be put to a separate account. 

If a banker neglecta to deal promptly and properly with 
securities received from his debtor, he may loee the advantage of 
any collateral security he holds, though this will depend to some 
extent upon the terms ot the memorandum which accompanies the 
deposit of the collaterals. 

If the surety pays off the whole of the debt, he is entitled to 
take all the securities held by the banker against the account, but 
the banker should advise all interested in the account before giving 
them up. 

If collateral security is hel.d, the banker should be very careful 
in accepting any security from, or making any agreement with, the 
principal debtor by which payment of the debt is deferred. Unless 
the surety assents to such an arrangement, he will be released from 
his liability, but a banker does not release his surety by simply 
delaying to ta.ke action against his debtor. 

Where collateral securities are received, through the hands of 
the debtor, and not direct from the surety, in the event of their 
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having been given up and again deposited, the banker 'should make 
sure that the re-deposit is made with the sanction o·f the surety. 

Memorandwn of Deposit.-The wording of. the memorandum 
setting forth the conditions upon ·which securities are pledged with 
a banker is of very great importaJioe, particularly in the case of 
collateral securities. The banker will be furnished by his solicitor 
with a form for general. use, but there are times when the bank~ 
may have to write out one without reference to his legal adviser, in 
which case the following points will be worthy of notice. 

The memorandum should be dated and must be signed by the 
depositor of the securities, which, of course, must be his own absolute 
property, and his sigrrature should be witnessed by some reliable 
disinterested person, or by a bank o·flicial. It should set forth the 
name of the person or firni on whose behalf they are deposited. If 
fo:o: a firm, it should provide for changes in its style or constitution 
by snoh words as "of whomsoever the said firm may from time to 
time consist." If the security is given to a private banking firm, a 
similar clause should be inserted in its favour. Sometimes it is 
advantageous to take security to cover advances " to· A. B., or to the 
said A. B. in partnership with any other person or persons." It 
should contain a clause undertaking to repay the banker, to the 
extent of the value of the securities, amounts owing to him by the 
principal debtor, within a fixed time after demand, the demand being 
at the option o·f the banker on the failure of his customer to repay 
the amount owing, whether. that failure to repay should be owing to 
his death, lunacy, failure, suspension, or 8.l1Y other. cause whatsoever. 
Unless it is intended that the full value of the property deposited is 
to be treated as security, the memorandum sho·uld set forth the 
amount to which the security is to hold good, and if it is collateral 
it should provide that the ba.nker is to retain the right to prove 
upon his debtor's estate for the full amount of his debt, without 
any deduction of the amount which he may realise from these 
securities. The security oa.nnot be held for a larger amount than 1s 
specified in the memorandum of deposit, though that amount may 
be increased by an additional agreement. It should cover lia.bili· 
ties by way of loans, overdrafts, or debts incurred in any way by 
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the customer, including liabilities arising upon bills of exchange, 
whether as drawer, acceptor, or endo·rser. It should provide that 
the security is to be a continuing security, and it is to hold good 
notwithstanding any statement or settlement and re-opening of 
accounts between the hank and the debtor. It should allow of 
additional advances, other and additional securities, and the sub
stitution of securities. It should declare th11t it is in addition to, 
not in substitution for, or concurrent with, any other securities. 
It should state the manner in which the liability of the depositor is 
to be revoked. It should provide that the security is to remai1:: 
valid in case of the death of the depositor, until his representatives 
give notice of its withdrawal. It should allow the bank to stop the 
debtor's account, in case of the death of the surety, or at any other 
time, to open a new account, and to apply future payments to credit 
of the new account without prejudice to the banker's claim on the 
security. Any bills, &c., covered by the guarantee, if dishonoured, 
will, of course, be charged to the old account. 

If the surety notifies his intention of terminating his liability, 
the banker will at once inform his customer, and arrange with him 
for the opening of a new account through which all new transactions 
may pass, until the old acco·unt is satisfactorily provided for. (The 
custome•r must indioote on all payments to credit that they are for 
the new account.) The banker will acquaint the surety with the 
amount of the liabilities of his customer, both on loans and advances 
and also on bills of exchange, and remind him that he holds his 
securities bound until those liabilities are discharged. 

It should give the banker the right to appropriate any funds or 
other securities in his hands to the repayment of whatever liabilities 
of the debtor he chooses, and ·to claim upon the securities to which 
the lllemorandum refers for the balance. · 

It ~hould empower the banker to vary in any way the agreement 
between himself and his customer, to give him time, to accept a 
composition from the principal debtor, or from any person jointly 
liable with him, to stop the account for which the security is given, 
e.nd to open fresh accounts without prejudice to the security. 

Finally, it should declare that the securities deposited are the 
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actual personal property of. the depO!!itor, free· from· any charge, 
lien, or trust, other than those appearing on the face of them, and 
the depositor should covenant for himself, his executors, adminis-
trators, anu assigns. . 

In the case of companies and societies, securities should be pledged 
and given up in strict conformity with the requirements of their 
rules and regulations. 

It need hardly be said that in all cases it. is not possible to o bta.in 
such a complete security as would be given by the memorandum 
sketched, but it will be easy to see which condition can be dispensed 
with in any particular case, though care should always be taken to 
have the security described as " a continuing security," or it may 
be held only to apply to the original loan. Thus, if a banker 
advances to a customer £1,000, the customer may, say in a week, 
pay to his credit sums aggregating £1,000, but concurrently, he 
may draw cheques upon his banker for £1,000, which, being paid, 
make his daily balance keep steadily debit about £1,000. At the 
week's end he stands Dr. £1,000, and if the security is a continuing 
security, the banker holds it against the outstanding balance, but 
if it is a non-.continuing security, in law, the £1,000 the customer 
has paid to his credit went to pay off the original advance, and the 
cheques the banker has paid during the week are a new advance, 
for wuich the security is not liable. This rule as to the appropria
tion of payments (known as " Clayton's rule") is one which a banker 
shoUld carefully keep in mind, not only in connection with securi
ties, but wherever there has been, through death or any other cause, 
an alteration in the personnel of the parties jointly liable to him 
on any account. 

Guarantees.-If a guarantee is propO!!ed as security for an 
account the banker will c<>nsider whether the propOi!ed guarantor 
is in a position to promptly pay the amount of the gua1·antee if 
called upon to do so, and whether he would be crippled in his 
resources by such payment. Above all, it is desirable that the 
banker's information as to the guarantor's means should be precise. 
A person may live in good style, but spending the whole of his 
income, and that dependent on a life interest, an annuity, a pension, 
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or a marriage settlement. In such a case much difficulty would be 
experienced, and much inconvenience caused, in procuring payment. 

However good a guarantor may be at the time he places himself 
under obligation, the banker will not fail to keep himself p08ted up 
M to his position, from time to time. In addition to the mis· 
fortunes which may befall any man, whether in business or living 
on his private income, if a guarantor determines to be a rogue, he 
may by deed of gift, marriage settlement, or other subterfuge, 
dispose of his property and means, and deprive his guarantee of 
all its value. 

If a surety fails, and the banker desires to claim against his 
estate on a guarantee, he should take steps to call in the advance, 
and in default of repayment he will be able to prove on the surety's 
estate. 

Wlzo may Guarantee.-An individual may of course make him
self responsible under a guarantee, but one partner cannot bind hi~ 
firm by giving one, unless it is the usage of his firm and of their 
trade to give guarantees, no, not even though it should appear 
reasonable in this particular instance that the firm should do so. To 
avoid disputes, therefore, it will be desirable that a guarantee by a 
firm should be signed by every partner in it, and that in case of 
any change in the firm a new guarantee be obtained. The guarantor, 
like any other surety, should covenant for himself, his executors, 
administrators, or assigns. 

If several persons unite in a guarantee, they may undertake the 
liability severally, jointly, or jointly and severally. If severally, any 
of the guarantors may be sued for the full amount of the guarantee; 
if jointly, they mu.st all be sued together ; but if jointly and 
severally, they may be sued in whichever way the banker prefers. 
If a joint and several guarantee is prepared, and one of the proposed 
guarantors refuses to sign, it is said the others who do sign are liable 
upon it; but, nevertheless, it is the safer course to have a new 
guarantee prepared, containing only the names of those whose 
signatures will be affixed. 

If any one of the several sureties gives notice of his desire to 
be released, the banker in acknowledging it should expressly reserve 
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his rights against the others, and it will save disputes if he advise 
his customer and the other sureties, and stop the account until fresh 
arrangements are made. TMs course should be adopted if the death 
of any of them should come to the knowledge of the banker, unless. 
the instrument provides for the continuing liability of a deceased 
surety's estate. The representatives of the deceased surety should 
be advised of his liability. . 

A promise to be liable for a debt for which another is already 
or is to become lia,ble, irrespective of whether tha,t other fail to 
satisfy the li-ability, is an indemnity and not a guarantee, and need 
not be in writing.-Guild v. Conrad, 1894. 

Form of Guarantee.-A guarantee should be on a. sixpenny 
agreement stamp, if it is a simple contract only under hand. If it 
is a bond or deed under seaJ. it must bear the usual ad valorem 
sta,mp. It must be an actual guarantee, not a mere undertaking to 
give a guarantee : " I do not object to give a guarantee" is not a 
guarantee in law. If under hand it should state the consideration, 
tmd if it is to secure advances already made it must so provide. 

It should give to the banker right to prove on the debtor's estate 
for the full amount of his debt. The following form will do that : 
"I will be liable for £250 of the ultimate amount which A. B. 
!l'hall owe you at any time until I withdraw this guarantee by 
notice in writing." 

A banker retains the right of proof for the full amount of his 
claim though he may have given up the guarantee against payment 
by the guarantor.-Yorkshire Banking Co. v. Thomas, Q B., 20th 
March, 1896. It is prudent to reserve claims against other parties 
and right of proof in the receipt. 

If the same guarantor signs more than one guarantee for the 
S'8Jlle person, each succeeding guarantee should refer to th011e pre
viously signed, and should declare " this is an addition to, and not 
in substitution of, my guarantee for £ dated 

If the guarantee is for a. stated period, and at the expiration 
thereof is renewed, the renewal endorsement should bear a new 
stamp, and be signed by all the guarantors. 

At the end of the fixed period the account should be stopped, 
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and notice given to the guarantor of the amount for which he stands 
liable, but although for a fixed period the guarantor may terminate 
the guarantee earlier, unless he has renounced the right so to do. 

If the guarantee is not stamped when signed the stamp may 
be impressed without penalty within fourteen days from the date 
of its execution. If a bond or deed, it may be stamped within thirty 
days without penalty. With a penalty, deeds may be stamped for 
a considerably longer period. 

As to the general provisions which a guarantee should include, 
they are referred to in the paragraphs on Memorandum of Deposit; 
but it may be as well to recite a few things which a banker should 
not do, unless his guarantee specially allows them. 

He should not agree with his debtor to defer payment to a future 
time by express agreement, nor surrender other securities known 
by the guarantor to be in his hands as security, nor accept a 
voluntary composition from his debtor, nor grant further advances 
and take further security. None of these things should he do 
without his surety's consent in writing, unless the guarantee specially 
allows them. The Statute of Limitations does not begin to run 
with respect to guarantees until the date when cause for action first 
arises. It runs, however, from the date of the last advance.* 

Bonds under Seal.-The Statute of Limitation does not avail 
until twenty years from their date,t and the consideration for them 
cannot be disputed. One partner cannot bind his firm by deed 
without express authority to do so. 

Post Obit Bond.~ are bonds the performance of which is con
tingent on the death of a specified person. They are perfectly good 
security if not tainted by fraud, and ha"l'e priority over subsequent 
~ettlements and charges. 

Stocks and Shares.-When. these are offered as security it will 
be necessary for the banker to satisfy himself as to their actual 
value, which is usually very different from their nominal or face 
value. It is not always safe to rely upon the market quotation for 
them. They may not be readily saleable, in which case the nominal 
value may be much in excess of the price at which they can be 

• Parr• Bank v. Y•tes. Law Times Heport, 3rd Dec., 18~8, p. 321. 
t Possibly from date when cause for action first arises. 
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sold, or they ma,y be a,t an extraordinary price, much beyond their 
intrinsic va,lue, a,s measured by the income they yield, a,nd particu· 
la,rly if due consideration is given to the prob·a,bility of the ra,te of 
dividend being mainta,ined in the future. If they purport to be 
preference or gua,rwteed securities, regard should be had to the 
amount of the stocks that CQme after them, a,nd to the rate of 
divid~nd paid upon these junior stocks. In some ca,ses the ordinary 
stocks ha,ve not a,ctu'ally been paid for in money or money's worth, 
and the nominal preference stocks a,re rea,lly th true capit'al of the 
undertaking. 

It is desirable also to see whether the securities are fully paid 
up, or whether calls have been ma,de but not paid, or can in future 
be made. Usually, companies reserve to themselves the right to 
forfeit shares upon which calls are unpa,id, and as the certificates 
often do not indicate how much is paid up per share, and the shares 
may be forfeited without the certificate being returned, it is possible 
for a dishonest shareholder to o·ffer the certificates of shares in 
a company of fair standing, which are actually of no value whatever. 

Moreover, most tmding cQmpanies ha,ve a, first lien on their 
shares for any debts due by the sha,reholder to them, and in that 
case there ma,y be no value in the certificate as a security to the 
banker. 

The company's lien, however, does not cover debts incurred by 
the shareholder to the company after it has received notice tha,t he 
has pledged the certificates elsewhere. 

In the case of the Bradford Banking Co. v. Briggs, it has been 
decided tha,t though the a,rticles of association of a compwy pro
vided that the company should have a first and pa,ramount lien and 
cha,rge, ava.ilable by law and in equity, upon every sha,re for a,ll 
debts due from the holder thereof, debts which became due from the 
shareholder after notice of deposit of the certificate of shares with 
a bwk, cannot claim priority over advances by the ba.nk made 
after such notice. 

If a banker should take securities not fully paid up it may be 
well to take an authority from the person on whose account they are 
held to pa,y a.ny calls tha,t may be made and oha,rge them to his 
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debit, though this is not essential where the owner of the securities 
and the customer are identical. 

It need hardly be said that no oDe except the person in whose 
name the shares are registered, or his legal representatives, can give 
any title whatever to the banker to retain them. 

Unless shares or stocks are transferable by simple delivery, their 
value as securities is lessened by the possibility of their being trust 
property, in which case the banker can be compelled to give them up 
without compensation, unless he has, before he became aware of the 
trust, caused them to be transferred into the name of himself or his 
nominee. If, however, to bearer, they are a good security to a 
bauker who ha.s taken tbem in good faith, notwithstanding the 
trust. 

A banker establishes his lien on shares most firmly by having 
them transferred into his own name, but, if they are not paid up, 
he ma.kes himself liable for any calls that may be made by so doing. 
Most large companies have adopted a general form of transfer, 
known as a "railway transfer," which can be obtained at any law 
stationers a.nd most stamp offices ready printed, but it will be well 
by a reference to "Official Intelligenoo" to see whether the company 
whose shares a.re to be transferred use a special form before getting 
the deed executed. Any deed can. be stamped within thirty days 
from ite date, or from its arrival in the United Kingdom, without 
a. peualty. * 

When securities are re-transferred, great care should be exercised 
to see that they are conveyed to the rightful owners, or that the 
transfer is sanctioned by them. 

Unless a transfer i':l registered in the books of a company it 
gives the banker no legal ho~d upon the securities it refers to. If, 
therefore, a banker does not immediately have them transferred he 
can only obtain a legal lien by giving notice to the company that 
the certificates have been deposited with him by the proprietor a.s 
a security, and though the company may not, cannot, take cogni
sance of any trust, it is bound to take notice of such a lien, if it 
receives it before the bankruptcy of the registered owner of the 
shares. The notice must be sent to the registered office of the com· 

• See Harrold 1:. Plenty, 7'tmu, 24th May, HWl, as to deposit of share certificate 
without any written charge. 
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pany, and it is desirable that the ba.nker should be abl~ to prove the 
delivery or the posting of it, as some companies will not acknow• 
ledge receipt of such communications. The advantage of taking 
certificates with a transfer which is not registered, and giving 
notice of lien, is that the banker personally incurs none of the 
liabilities of a shareholder. The transfer should, however, be taken 
in a complete form, with the transferee's name filled in, as a trans
fer in blank is not legally capable of completion by insertion ot the 
transferee's name a.fter it has been executed by the transferor.* The 
disadvantage is that his security, being only on an equitable cha.rge, 
ma.y be over-ridden by some trust or other legal title to the secu· 
rities.-See also " Completion of Title," p. 82, and note, p. 91. 

The notice of lien must be given to the company prior to the 
bankruptcy of the shareholder, though it has been held that where 
the R.Ct of bankruptcy was committed on January 27th, 1884, but 
the petition in bankruptcy was not filed until February 2nd, a notice 
received by the company on the 31st January, 1884, took the shares 
out of the order and disposition of the bankrupt, and therefore 
established the lien. 

The giving of notice should not be neglected if the shares are 
deposited to secure a firm's account, though registered in the name 
of a partner, because they may be the property of the firm. 

If the certificate of shares has on it a note to the effect that the 
certificate must be surrendered before the sha.res it relates to can be 
transferred, notice to the issuing company is not essential to ta.ke 
the shares out of the order and disposition of the shareholder, should 
he become banll:rupt. Nevertheless, it is unwise, even with such 
certificates, to neglect to give notice. 

If shares untransferred are equitably assigned or mortgaged more 
than once, the priority of the assignees depends on the priority of 
the assignments, not on the priolfity of the notices of the company. 

If notice of lien has been given it should be withdrawn by the 
banker when he surrenders the certificates . 

.Amerir-an Railway Shares.-In these the certificate usually has 
a blank power of attorney at the back, which should be executed 

• A power of attorney irrevocable is sometimes 
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in blank by the person who is described as the proprietor; but it 
may be remembered that in some cases, when such shares are sent 
in for registration, verification of the sign·ature of the proprietor is 
insisted on. 

Moreover, such certificates are not "negotiable instruments" in 
law, and there may be a.n infirmity in the holder's title. 

Debentures and Bonds.-A debenture may simply be an ack.now· 
ledgment of indebtedness, therefore it is necessary to carefully 
examine the conditions, to ascertain its value, and whether the 

issuers have power to grant it, and that the total amount is within 
their borrowing powers.-See also Appendix. 

Under a "floating charge" debenture the issuing company can 
deal with its assets freely s.o long as it is a going concern. 

It is desirable to give notice of lien on debentures lodged as 
security, and if they have only a short time to run to have the signa· 
tures of the persons declared to be the registered owners written at 
the back, with an authority to engross a receipt above their sigrra
tures. If debentures are registered, the issuing company may have 
a lien on them for calls on shares in the name of the registered 
owner of the debentures made prior to notice of equitable mortgage. 

Bearer Bonds, of the character known on the Stock Exchange, 
should have the serial number undefaced on the bond and on each 
coupon; the nominal value should be clearly expressed and not 
tampered with; and the date of payment should be on the coupons, 
unless in case of share certificates, where the coupons ·are merely 
numbered. All the unpaid coupons should be attached, particularly 
if any payments are in default; and if redeemable by lot the banker 
will do well to distinctly disclaim any responsibility in connection 
with the drawings for redemption. 

If the coupons are not attached the bonds are not saleable 
securities, and then if the customer's title is defective the banker 
cannot retain them against the lawful owner. 

Notices of Lien.-Jl a banker is served with notice that any 
person other th:an the depositor of the securities claims an interest 
in them, and requires him not to pa.rt with them, he should at once 
mform the depositor and take counsel with his legal adviser. 
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Life Policies .. -These are unreliable as securities. Their worth 
should never be estimated at more than the surrender value. They 
should be charged by deed, duly stamped, and notice of lien given 
to the issuing companies, with an inquiry whether any prior 
charges have been recorded, and a request that duplicates of 
notices affecting the policies may be sent to the bank. The age 
of insurer should be admitted by the issuers, and care taken to 
see that renewal premiums .are paid in due time to avoid lapses. 

All previous assignments must be preserved. 

A life policy may be settled on the nominee's wif~ or family· 
beyond the control of his creditors, but this will be apparent from 
the wording of the policy. Policies issued by Friendly Societies 
cannot be relied on as a security, owing to "power of nomination." 

Land Securities.-Land may be either real estate or personal 
property. Real estate includes-an estate in fee simple, where the 
owner has full power to deal with it in every way, and if he dies 
intestate it goes to his heirs ; an estate in fee tail, commonly 
known as an entailed estate, which can now, in most cases, be made 
into an estate in fee simple by the owner in possession enrolling a 
disentailing deed in Chancery (if the owner in possession becomes 
bankrupt, his trustee has the like power); an estate for life; and 
copyhold or customary freehold property, these last two now being 
practically synonymous. All the above are freehold estates, and 
it is worthy of note that although there may be a yearly rent-charge 
upon the pro·perty, it is nevertheless freehold, though "freehold " 
is often wrongly used where it is intended to intimate that the land is 
free from rent charge, chief rent, or ground rent. Personal pro
perty includes land held for a term of years (leasehold) or held at 
the will of the owner (except copyhold land, at the wiU of the lord 
of the manor), or on sufferance, as, where a lease being ended, a 
~enant continues in possession. 

Of estates in land, where there is more th~n one owner, there 
may be (a) owners in severalty, where each has full power to deal 
with his own share; (b) joint owners (joint tenants), where they 
must all unite in any dealings with the property, and on the death of 
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any one of them, his share falls to the survivors; (c) coparceners, where 
the owners, being females, have inherited the property, all having 
equal interests in it, and on the death of one, her interest descends 
to her heirs; here, too, all the owners must unite in any dealings 
with the property; (d) tenants in common, where the owners are 
all interested in the same property, though in different proportions. 
In these cases, if there should be any dispute among the owners, 
it may be necessary to apply to the Court of Chancery for a parti· 
tion order. They are, therefore, not at all desirable security for a 
bfLnker, unless he obtains a legal mortgage, with power of sale, 
executed by all the interested parties. 

Although landed property is popularly considered the perfection 
of security, a prudent banker will, as a rule, decline to advance upon 
it until the holder's title has been verlfied by the banker's own 
solicitor, and its value ascertained by an independent valuation. 

In the first place, the person in possession of the deeds may only 
have a life interest in the property, in which case, unless the banker 
secures a life insurance policy, the death of the depositor will deprive 
him of his security and probably saddle him with a bad debt. 

The deeds of title may refer to a large estate, but a considerable 
portion of it may have been sold by the owner, and as such sales are 
often not endorsed on the original deeds, the banker can only 
ascertain by enquiry the actual extent of the land which his customer 
may control. Or there may be an annuity or rent charge or 
marriage settlement, or even a mortgage upon the property, and 
though any person concealing such charges is liable to pains and 
penalties, yet these will not restore to the banker money advanced, 
owing to the misrepresentation. It will, then, be readily seen how 
desirable it is that a duly qualified individual should examine the 
deeds, report upon the title of the holder, and indicate what he 
considers to be necessary to make the deposit a valid security. Even 
then a banker should endeavour to satisfy himself by personal 
enquiry as to the probability of the property being subject to any 
trust, for if any such existed prior to the deposit of the deeds with 
him, he would find himself compelled to part with the deeds 
without any compensation. 
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So strongly do the Courts maintain the legal title as opposed to 

the equitable charge, that where a morlgagee has parted with the 
title deeds of the property he holds as security, and through his 
negligence in allowing them to remain out of his hands, has left 
it in the power of the mortgagor to effect, in fraud, a new mortgage, 
they have decided that the negligent mortgagee retains his mortgage 
title to the property, unless it can be proved that he parted with 
the deeds in bad faith, and with the purpose of enabling the mort
gagor .to perpetrate a fraud. In such a case, therefore, the second 
person who has advanced money on the property, and has taken 
every precaution to secure his safety, is deprived of his security in 
favour of the negligent legal owner.-See Appendix. 

By Act 56 and 57, Vic. C. 21, voluntary conveyances, if bond 
fide, can no longer be avoided under 27 Eliz, C. 4. 

Deeds of property may become security to a banker by (a} legal 
mortgage, (b) simple deposit of the deeds as security without any 
verbal or written conditions, (c) deposit of deeds with a memoran
dum setting forth the terms upon which they are deposited. In 
case a or c the banker's title will be strictly limited by the words 
of the deed or agreement, which may, however, be varied from time 
to time by mutual agreement, but a deed can only be varied by 
a deed and an agreement in writing by a subsequent written agree
ment. 

Under the Conveyancing Act, 1881, s. 25 (ii.), the Court has 
power to order a sale in lieu of foreclosure at the request of an 
equitable mortgagee by deposit, although there was no agreement· 
to execute a legal mortgage nor any memorandum of the charge. 

M ortgages.-Il a legal mortgage is taken, it should contain a 
general undertaking to pay the advance, a power to sell the p1·operty 
in case of default of repayment, convenants to insure premises and 
fixtures, and to apply proceeds, in case of fire, in repairing and 
replacing the destroyed property, and such other conditions as the 
case may seem to require. I1 it is to be held as security for a 
current account, that fact should be stated, and it should be declared 
to be a continuing security. Under some circumstances it may be 
advantageous to make a special mortgage loan account, and provide 
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that payments to the credit of the general account are not to be 
taken in repayment and reduction of the mortgage; but in that 
ease, if once the loan, or a portion of the loan, be repaid, the 
security is not valid for a renewal of the portion of the loan repaid; 
and the banker cannot charge compound interest on the advance. 

If, whilst the banker holds the deeds, either under a legal or 
un<ler an equitable mortgage, he receives notice that his customer 
L.as created a second charge upon the property, he should stop all 
further transactions upon his customer's account, and consult his 
lawyer as to his position, or, a~ before explained, he may find the 
old secured debt has been paid off, and a new unstlcured advance 
has been created. If, after receiving notice of a second charge, the 
balance due to the banker has been repaid, he must have the second 
mortgagee's consent before he surrenders the securities to the 
mortgagor. (See Deeley v. Lloyd's Bank, 1909, re "Clayton's Rule.") 

Ii the property mortgaged is situ~te in Middlesex or Yorkshire, 
the mortgage should be enrolled at the district registry. 

If a mortgage is intended to cover trade machinery or growing 
crops, it must be registered as a bill of sale, within seven days 
from the date of its execution. But a decision in 1888 declares that 
everything attached to the freehold (even trade machinery) is 
.covered by a mortgage which does not specifically refer to the 
Ynachinery, without registration as a bill of sale. (Batchelder v. 
Yates. Law Reports, June, 1888, Chancery Division.) 

An equitable mortgage may be given by deposit of deeds either 
with or without a memorandum, or by a written order to the person 
who holds the title deeds, to deposit them with the lender, and an 
equitable mortgagee can compel a legal mortgage to be given, even 
if he has no memorandum of, deposit. It is true that an equitable 
mortgage is postponed to a legal one, provided the legal holder 
has no notice of the existence of the equitable charge; but if the 
equitable claimant keeps the title deeds in his own possession, 
there is a little danger of a legal charge being effected. If, then, 
<leeds are lent, it should be upon the undertaking of a reputable 
solicitor that they shall be returned, without detriment to the 
banker's security. Equitable mortgages on property in Middlesex 
Qr Yorkshire can also be entered in the registers. 

G 
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Although no written memorandum is required ·to create an 
equitable mortgage, yet it is generally an advantage to have nne, 
though its preparation needs considerable legal acumen, as the rights 
of the holder will be read strictly according to its provisions. 1i 
the property belongs to several partners, all those whose names 
appe.ar in the deed should sign the memorandum. 

An agreement to execute a mortgage on demand creates, without 
demand, a valid equitable mortgage on the occurrence of the condi
tions for which it is given. An equitable mortgage comes under 
the Statute of Limitations. 

Copyhold property affords little security by way of equitable 
mortgage. The usual method of creating n. charge upon it is by 
surrendering it to the lord of the manor, for the use of the mort
gagee, subject to the repayment of the money advanced, and usually 
the mortgagee does not claim admittance, though the surrender 
must be entered upon the Co~rt Roll. 

All mortgages and charges by limited companies should be 
entered on their register of mortgages; but neglect of this formality 
does not affect the position of a mortgagee in good faith. 

All charges must be registered with the Registrar of Joint 
Stock Companies or they will be valueless. 

Second Mortgages.-These are a most unsatisfactor~• form of 
security. The bolder of the first mortgage will not consider the 
interests of the second mortgagee, when l;le finds it desirable to 
realise his security ; and by the legal processes of consolidation o} 
mortgages, or of tacking, which we shall refer to hereafter, the holder 
of the second charge may be deprived of all his security. If, how
ever, a second mortgage has to be taken, notice of the second charge 
should be given to the holder of the prior mortgage, and also te
the Assurance Company, unless a separate polioy is taken out f&r 
the second charge. The first mortgagee can add unpaid interest to 
his olaim. 

ua.seholds.-Leasehold property is that which is leased to tb.& 
lessee for a definite period of time, but not '' for life," which is a 
freehold estate. It may be for only a few years or for a considerable 
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period. The provisions often inserted in leases make them an 
uncertain security, and every lease should be carefully examined to 
see the conditions as to the uses which may be made of the property, 
as to repairs, insurances, underleases, thil payments of taxes, rates, 
and assessments (which should be very precisely defined), and par
ticularly as to the defaults and offences which forfeit the lease, 
among which, 1t may be noted, that often it is provided in short 
leases, that the bankruptcy of the lessee makes void the lease. 

If a lease is taken as a legal security, the~ usual plan is not to 
take an assignment for the full unexpired term of the lease, because 
this renders the assignee liable for all the original covenants, but 
rather to take a sub-lease, if allowable, for a shorter period, if only 
one day shorter than the· original lease. This plan relieves the sub
lessee from all the liabilities on the original covenant, unless he 
euters into possession; though, on the other hand, he is at the mercy 
of the original lessee, whose defaults may deprive the sub-lease of 
any value whatever. 

If only an equitable deposit is taken of a lease, the banker 
cannot be compelled to accept a legal assignment of the leasehold, 
but if he enters into possession of the property he is liable ou the 
covenants of the original lease, while he holds posse<~sion. 

Mortgage Deeds, deposited as security. If a customer deposits 
with his banker deeds of property upon which he, the customer, 
holds a mortgage, the banker should have an acknowledgment from 
the mortgagor that the full amount stated in the deed is still owing, 
ant! he should serve him with a notice of his lien, and a warning not 
to pay anything in reduction of the mortgage, except to the bank. 
The receipt of this notice should be acknowledged by the n10rtgagor. 
If a mortgage deed is assigned to the banker by way of charge, and 
not absolutely, he cannot sue upon it in his own name. If an 
equitable mortgage, held by a customer, is deposited with a banker 
(an equitable mortgage of an equitable mortgage), it is not essential 
that he should hold the memorandum of deposit given by the person 
who OWIUI the property, though, of course, it is very desirable that 
he ~hould do so. 



100 BNGLillH PRACTICAL BANKIN~. 

Equity of Redemption.-However many charges a ruan may 
give upon his property, there is still reserved to him the right to 
redeem it on the repayment of these charges. This right is called. 
his " Equity of Redemption." If he parts with this he surrenders 
all future claim to his property. As a security, its value is most 
WlCertain, being dependent upon the amount of the charges on, as 
compared with the value of, the property, and also upon the powen 
of consolidation that may be in existence. 

Consolidation of Mortgagu.-This is an old regulation, now 
abolished, as far as relates to mortgages created since 31st 
December, 1881, unless specifically granted. Its effect is this: A 
mortgages estate X to B and estate Y to C (or direct to B). B takes 
11 transfer of C's mortgage to himself, and so holds the mortgages 
on both properties. A. makes default in connection with mortgage 
X, afterwards he proposes to repay mortgage Y, and retake posses
sion of that property. B can decline to part with estate Y, unless 
the mortgage X is also repaid. That is to say, he can take any 
surplus in value of the one estate to contribute to the deficiency in 
the other. 

Tacking.-This somewhat unjust provision was abolished in 
1874, but restored in 1876. Its effect is this: A blds a first mort;. 
gage on some property; he is said to have the legal estate vested in 
him; B has a second mortgage on the same property; and C, 
without knowledge at the time of B's mortgage, takes a third mort
gage on the same property. If C obtains an assignment of A's 
mortgage, he secures the legal estate, and can add the amount of 
bis third mortgage to tha.t of the first mortgage. The total ·of these 
becomes a first charge on the property, and' B is left out in the cold, 
or, at any rate, is put in a much worse position than he supposed him· 
self to be. In the same way, if the first mortgage provides for further 
advances, unl;ess the second mortgagee gives notice to the first of 
bia charge, the additional advances made by the original mortgagee 
can be tacked to his original first mortgage. Tacking is not 
now permitted in Yorkshire in transactions after 1st January, 1885. 
(Yorkshire Registries Act, 1884:.) 
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Finally, it may be suggested that unless the banker has the legal 
estate vested in him, with power of sale, he should not enter into 
any contract for the disposal of the security he holds from an 
insolvent customer, without the consent of the legal representative 
of the estate, and even if he has the power to convey the property, 
he may incur liabilities to the estate, if he does not take the precau· 
tion of conferring with the trustee. 

V aluations.-Having satisfied himself as to the title of his 
customer to the securities he offers, the banker's next business will 
be to ascertain their value. 

The best plan, where possible, is to construct a plan of the area 
as described in the deed, so as to realise the exact position of the 
land, and then, by personal inspection, to see what actually standa 
upon the land. Through neglect of this precaution the lender some
times does not discover until too late that the buildings which he 
has looked upon as his security are, unfortunately for him, erected 
upon land over which he has no control. The site having beeo 
verified, it is then necessary to ascertain whether the property stiU 
belongs to the holder of the deeds, and what is the actual rent 
received from the property. From the gross rental, deductioi.ts may 
have to be made for ground rent or chief rent, land tax, tithe rent, 
or other imposts falling on the landlord, for insurance, house repairs, 
casualties (as empty houses). If the property is short leasehold, 
the present value of the net rental for the unexpired term of the 
lease must be estimated. 

The valuation will also be affected by the character of the ground 
rent, if any. It may be an original rent charged upon the property, 
or it may be an apportioned! rent, as where an estate is bought, 
subject to a ground rent of £80 per annum, and resold in five plots, 
subject to a ground rent of £20 each. In this case, if default is 
made in payment of the original rent, the person entitled to it 
may recover the full amount. from any one of the plots, and leave 
the owner of that plot to obtain his remedy from the sub-lessor or 
his neighbours. In an apportioned rent, then, it is of importance 
to know how the other portions are secured. It is sometimes 
desirable to see the receipts, showing that the ground rent last 
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accrued due has· been actually paid. In estimating the value of 
house ·property, it is also necessary to consider the distance from a 
town, railway, main road; shops, schools, &c., &c., the class of 
neighbours, the pr<>bable alteration or conversion to other purposes 
of adjacent property, the present or prospective nuisances in the 
neighbourhood, the style and. age of the property, its aspect, the 
accommodation, the water supply and drainage, its construction and 
state of repair, and ,whether damp, the nature of the soil and sub
soil, &c., &c. ·If cot~age property, the probability of the employ
ment of tenants proving permanent, is a matter f<>r consideration. 
It is also nooessary to ascertain whether all paving, draining, or 
other local requirements have been executed, and paid for, or are a 
contingent liability on the property. The insurance must also be 
looked to, as to amount, and date when premiums fall due, so that 
the renewal rooeipts may be inspected. Much valuable information 
on this subject will be found in Tar buck's "Handbook of House 
Property." 

In the case of shops and warehouses, the policies should be 
examined to see how much ·of the insurance is on the freehold and 
fixtures, and how much on: stock. If the policy is in the name of 
the customer, iii case of fire notice may be given to the compmy 
of the banker's lien. 

In the case of uncovered land, its value may depend on its 
adaptability and availability as building land, in which case many 
of the considerations affecting the value of houses will affect it, or 
its value may depend on its agricultural worth, which will be affected 
by its proximity to a town and by convenient railway or canal 
facilities. 

Ground Rents are sometimes offered as security, and it will be 
well to ascertain by personal inspection of the land in what manner 
they are secured; as the rent may easily be created by a deed, which 
~dds nothing to the intrinsic value of the land, if no buildings are 
erected upon it:· 

Works, Mines, &:c;-The· valuation of works and mines requires 
the skill of an expert. The following points need consideration: 
Te~ure.-Is the rent ot royalty a fair one, or has it been fixed in 
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~nfiated times 1 If a lease, does it allow for fair wear and tear, or are 
the repairing clauses stringent 1 Situation.-Does it present natural 
advantages 1 What are the conveniences for conveyance1 Is labour 
obtainable readily? Permanency of employment.-Are the works 
<iependent on certain natural supplies of limited extent, and not 
replaceable, or on fluctuations in fashions 1 Possibility of process 
being superseded by new inventions. Special risks from situation 
·(as from floods) or from manufacture (as extra hazardous fire risks). 
Depreciation.-Has it been freely charged 1 Have repairs been 
thoroughly attended to 1 Have renewals been charged to capital, 
or has revenue borne a full share of their cost 1 Adaptability of 
buildings for economical working by size and arrangement. Intrinsic 
value of site. Rental value.-What are gross rents 1 Do they 
include charge for machines and turning1 If so, is depreciation 
regularly charged, and at what rate1 Matheson on the "Deprecia
tion of Factories" is a valuable work on this subject. 

If the banker wishes to consider the possibility of his customers 
working profitably, he may, in addition, consider the ability of their 
management, the amount of mortgages on the works, and on what 
terms as to interest, recall, and repayment, the relation the capital 
bears to the out-turn, and the adequacy of their resources to the 
extent of their business. 

Fire Losses.-It may be remarked that in England there is a 
diversity of practice in dealing with fire losses on land as compared 
with those at sea. If goods valued at £10,000 are insured for 
£8,000, and are damaged to the extent of £8,000 (i.e., "partial 
loss"), under a marine policy only eighth-tenths of £8,000 would 
be paid by the underwriters, but in an inland policy the whole 
£8,000 would be paid, according to the custom of English offices. 
The foreign custom is that' adopted here in marine policies, there
fore policies issued by foreign companies should be carefully 
examined with reference to this point.-See Appendix. 

Goods as Security.-If a banker secures actual possession of the 
goods themselves, subject to the following conditions, he has good 
security, and so if he secures the documents of title to such goods; 
but care must Le taken to distinguish between documents giving a 
title and those simply authorising a transfer of the goods. 
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It is now decided that where actual possessi~n of the goods 
or of a document of title is given, no registration under the Bills ol 

Sale Act is required. 

Bills of lading, dock and warehouse warrants, if endorsed by 
the nominee, pass a complete title to ,goods; but delivery orders, 
warehouse certificates,. and documents of a similar character do not 
give a complete title until either the goods they refer to are actually 
obtained possession of, or are registered in the name of the claimant. 
Not only is the real owner o.f the goods able to pledge them, but 
any agent, in possession of goods or of documents or transfers of 
title thereto, in the ordinary way of his business for sale, may also 
pledge them, even in fraud of his principal, if the person who makes 
advances upon them acts bona fide, and has no knowledge of any 
fraudulent intent on the part of the agent. Such pledges, however, 
are only valid for loans made after the goods or the documents 
appertaining thereto· are actually in the possession or under the 
control. of the agent. If pledged for prectding advances, the agent 
can only pledge the goods to the extent of his own interest in them. 
A forwarding agent, or one who in the usual way of business simply 
handles the goods, but does not deal in them, cannot give a title 
by way of pledge. 

Bills of Lading, when endorsed, convey an absolute title to the 
goods, subject to the claims of the shipowner for freight, etc., and to 

dock dues and duties. Usually, they are issued in duplicate or 
triplicate; the number in the set is stated on the face of each one, 
though often they are not marked " first'' " second," &c. It is 
desirable, to perfect the security, that the whole set should be 
obtained, and they should indicate that the goods are deliverable 
to order of the shipper Oil' to his assignee. In some trades the 
mate's teceipt is required in addition to the bill of lading, because, 
although not a valid security in itself, it binds the shipowner to 
account for the full amount of goods specified, whereas if the bill of 
lading is signed for more than is actually taken on board, the ship 
owner is not liable for the excess above the actual shipment, thongb. 
he has the onus of proving that he has delivered the same quantity 
that he received. It is desirable to carefully inspect the bill of 
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lading, as conditions are sometimes inserted vitiating its value as a 
security. The "ship's copy" is quite valueless. 

It is needless to say that the intrinsic value of a bill of lading 
is dependent upon the honesty of the shipper; the captain or agent 
simply certifies the number or weight of the packages, and under· 
takes no responsibility for th~ir contents or the quality thereof. 

If a banker is instructed to accept drafts against production of 
bills of lading, and these latter turn out to be forged, he can, never· 
theless, require his customer to indemnify him for the payment of 
the drafts he has accepted. 

Bills of lading should be accompanied by insurance policies or 
certificates of insurance. If these are payable in the United 
Kingdom, they must be stamped within ten days after arrival in 
this country, unless they refer to an open policy already stamped. 
If the insurance is declared under an open policy, the banker should 
obtain the insurance companies' confirmation of the appropriation, 
which should fully cover the value of the goods; the description of 
the goods in the policy, numbers, weights, and marks must agree 
with the description given in the bill of lading. 

Bills of Sale.-Where goods and chattels are in the apparent 
possession of ~n individual, if it is desired to obtain a security over 
them, a bill of sale must be taken and registered within seven days 
from its date, and if the loan continues, re-registration must be 
effected every five years. Marriage settlements, made before 
marriage, do not, however, require registration. If a bill of sale is 
made voluntarily, i.e., not for valuable consideration, it is void if 
the maker becomes bankrupt within two years from its date, and if 
he fails within ten years, the claimants under it must prove that, 
exclusive of the property it comprises, the maker was solvent at the 
time he made it. A bill of s~le is not valid if given by a bankrupt 
or to a person who knows that the m~ker has committed an act 
of bankruptcy within three months of its date, or if it is within itself 
an act of bankruptcy, or so far as it relates to goods in his posses· 
sion when he committed the act on which he is adjudicated a bank· 
rupt, or if given by way of fraudulent preference. !t cannot cover 
all, or practically all, the bankrupt's property to secure a debt 
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previously incv.aed, but· if it embodies a distinct undertaking to 

make further substantial advances to bona fide assist the maker to· 
·continue his business, it may cover a past debt as well as present 
.advances. A bill of sale may even assign future book debts. 

A memorandum by way of equitable sub-mortgage of a registered 
bill of sale, accompanied by deposit of the registered bill of sale 
and transfer, does not require registration. 

The appearance of a customer's name in the bills of sale list, as 
maker, is an omen of coming disaster which a banker will not fail 
to give heed to. 

Sto1Jpage in Transitu.-This is a right which the vendor of 
goods possesses to stop delivery of them to his purchaser at any 
time before they are given into the purchasers' control. Thus, A, 
in India, sends a cargo of wheat to B, in London; he sends the bill . 
of lading direct to B. Before the cargo is delivered to B, A hears · 
that he (B) is not solvent, thereupon he instructs the carrier of the 
goods not to deliver them to B, and gives notice to B that he is not 
empowered to deal with the bill of lading or the goods. This is his 
right of stoppage in transitu, and unless B has parted with the bill 
of lading or other document of title, for valuable consideration, the 
goods will remain the property of A. It must be noted that a 
bona fide holqer for value of the documents for title cannot be 
deprived of his right to the goods by this power, even if he has 
taken them after B's authority was withdrawn, but with no know
ledge of that withdrawal. 

It· seems imperative that the notice to stop the goods should be 

given to the carrier or his agent. It is not enough to give it only 
to the consignee. 

Mortgages of Ships.-These must be effected on a prescribed 
form, and registered at the Port of Registry. The first mortgagee 
on the register has the best title, irrespective of the date of his 
mortgage, and registration must be effected before bankruptcy to be 
good against the trustee of the estate. For a fee of one shilling the 
register o:t! any ship can be searched, when it will be seen whether any 
charge is entered against. it or against the shares held by any of the 
joint owners. For purposes of registry, a ship is divided always 
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into 64 equal shares, neither more nor less. If the mortgage is to 
cover the whole of the ship, it should specify boats, coals, ballast, 

stores, freight, &c., &c. 
There are many maritime liens which have a preference to the 

ordinary mortgage of the ship, and wherever a mortgage is taken it 
should be supported by a marine insurance policy. 

Dock and Ware house Warrants.-These, when endorsed, curry, 
!ike bills of lading, the legal title to the goods referred to, without 
any notice to the issuers, but their value as a security is dependent 
upon the probity of the consignor of the goods and of the ware
bouse-keeper. Warehouse-keepers, dock-keepers, wharfingers, packers, 
calico printers, &c., have a lien upon goods in their hands, not 
only for their charges on those particular goods, but for all ordinary 
debts due to them from the person for whose account they are 
placed in their hands. They cannot sell the goods, but they are 
entitled to retain them until their claim is satisfied. Where 
warrants are issued as documents of absolute title, this general 
lien is extinguished, and rent can only be charged from the date 
of the warrant, unless it is otherwise stated on the document. 

If goods are dutiable and warehoused in bond, the duty must 
not be overlooked in estimating their value. As previously 
remarked, to secure a legal title to goods represented only by a 
certificate or delivery order, or other simple authority to claim 
them, as distinguished from warrants or bills of lading, the goods 
must be transferred into the name of the mortgagee. 

Assig11ments of Debts.-A debtor, A, may assign to his creditor, 
B, any debts owing to him by C, and upon the debtor's debtor, C, 
receiving notice of the assignment, he is bound to pay the debt to 
the assignee, B, who takes exactly the same rights as the assignor, A, 
had. If the debtor C had the. right of set off against A, he is not 
dt>prived of that relief by the assignment. It is desirable that the 
assignment should be in writing; care must be taken that it is not 
in itself an act of bankruptcy, and notice of it should be given as 
soon as possible to the person to whom it is addressed, who will. 
of course, require to be satisfied that his creditor has actually 
assigned the debt. It is well to be in a position to prove the sending 
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of notice, in case the debtor declines to acknowledge receipt of it, 
for if there is more than one assignment, the one of which notice 
is first given has a prior claim on the funds assigned. The debtor 
is not bound, when he receives notice, to give any information as 
to any earlier assignment of which he may have been informed, or 
of any prior charge in his own favour. ABsignments can be made 
to cover future debts. ABsignment of book debts by limited com
panies must be registered in the Registry of Joint Stock Companies. 

The security must be an absolute assignment of the debt due to 
the assignor, or of a portion of it, and the assignee has full power 
to give a good discharge of the debt, to the extent of his assignment, 
although the instrument from which he derives his title makes no 
special provisions of that character. It must not be merely an 
order to pay, but it must specify the fund or debt out of which it is 
to be paid.-Notice Wigram v. Buckley, 1894. 

A landlord may direct his tenant to pay his rent to the land
lord's creditor, until the order is countermanded by the creditor, 
and this gives the creditor the right to sue the tenant for the rent. 

Warrants of Attorney, Oognovits, J ooges' Orders.-These are 
termed judgment securities. They must be registered, like bills of 
sale, within seven days of their completion; they remain in force for 
twelve years, and execution can be issued at any time within six year& 
from the date of the judgment without any further authority being 
required; they do not make the holder a preference creditor in case 
of bankruptcy, unless he has realised his security before notice of 
an act of bankruptcy. They entitle the holder to obtain a garnishee 
order on debts due to the defendant, or a. charging order upon any 
stocks or shares he may own, subject, however, to any prior charge 
that may be in existence. 

A Warrant of Attorney is a written authority, given by a debtor 
to a solicitor named by his creditor, authorising him to represent the 
debtor in an action, and to allow judgment to be given against him. 
It must be witnessed by a solicitor, who has explained the effect of 
it to the debtor. 

A Cognovit, fully styled a Cognovit Actionem. When an action 
has been commenced against a. debtor, he may, in consideration of 
t.ime being granted to him, or on any other grounds, execute a. 
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cognovit acknowledging his liability, and undertaking not to 
obstruct his creditor in obtaining judgment against him. 

Judges' Orders.-Where both parties to an action for recovery 
of a debt agree, a judge may make an order to stay proceedings, 
with a proviso that if the debt and costs are not paid within a 
certain time, judgment may be entered up, and an execution levied 
upon the debtor's goods. 

Garnishee Order (i.e., a warning order).-Where a creditor has 
obtained judgment against his debtor, if he can discover anyone 
owing money to his debtor, or any company in which his debtor 
holds shares, he may further obtain a garnishee order, warning the 
person indebted to, or the company whose shares belong to, his 
debtor, that he, the creditor, has a charge upon the debt or shares, 
subject, however, to any prior lien, legal or equitable, that may be 
in exist~nce. A garnishee order is good in bankruptcy only if 
payment of the debt or realisation of the shares is effected before 
notice of bankruptcy. If a person is served with a garnishee order 
after he has given his creditor a cheque, but before it is cashed, 
it is no duty of his to stop payment of the cheque. 

A valuable article on "Garnishee Proceedings" will be found in 
the Law Times, 15th August, 1896, p. 367. 

On receipt of a garnishee order, a banker should advise his cus
tomer of its receipt, and pay no more cheques-even if the balance 
of the account considerably exceeds the amount of the judgment. 

Writ of Elegit.-Where a creditor has obtained judgment, and 
finds that his debtor is possessed of lands, he may elect to have this 
land delivered to him in pursuance of such judgment, and he can 
obtain an order for the sale of the land from the Court of Chancery. 

Banl.·ers' Books Evidence Act, 1879.-By this Act, a copy of the 
entries in a banker's books may be produced in lieu of the books 
themselves. (See Law Times, 17th October, 1908, Rex v. 
Kinghorn.) 

The "Handbook of Commercial Law," by F. G. Neave, is a most 
valuable book, and Mew's Annual Digest of Decided Cases deserves 
a. place in every banker's library. 
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ADDITIONAL REGULATIONS OF THE BANK OF ENGLAND 

RESPECTING STOCKS. 

Probates, &c., should be left by hand. The bank will retru-n 
them by registered post for a fee of one shilling. 

Proof of Death.-Where none of the specified certificates are 
attainable-if the deceased died within the United Kingdom-the 
bank requires three statutory declarations. 1. By some responsible 
person who saw deceased after death. 2. By some other person 
present at the funeraL-These must set forth the late residence of 
deceased, date of death, and date and place of burial. 3. By the 
minister at the place of burial, declaring either that no register of 
burials is kept, or that deceased's burial is not entered therein. If 
deceased died in India, the Colonies, or Dependencies, in place of 
No. 3, a declaration by some official to the effect that there is no 
registration of deaths or burials, or that there is no record of 
deceased's death or burial, is required. 

Declarations may be made in the United Kingdom before a 
Justice of the Peace (who must state his county), a Notary-Public, or 
a Commissioner to administer oaths in the Supreme Court; in the 
Colonies, &c., before the Governor, Lieutenant-Governor, or a 
Notary-Public, or before any official duly qualified to administer 
oaths in the Colony, whose signature is authenticated by the 
Governor, the Lieutenant-Governor, or a Notary. Notaries must 
attach seal. In foreign . countries they should be made before a 
British Consul, Vice-Consul, or other competent British Authority, 
or before a duly-qualified Foreign Official, authenticated by a com
petent British Authority. Consuls and Vice-Consuls must attach 
their seals. 

Cumulative Investments.-The Dividends on Consols, and most 
other Imperial Stocks, Transvaal, Indian Government, Metro
politan, London County, and London Corporation 2! Stocks, 
will be invested in like stock by the ba.nk, until the amount of 
stock reaches .£.1,000, at a charge of one penny for each pound 
invested, and threepence for each advice of investment, if required. 
This can be done even where the stock stands in the name of a 
minor, at the request of the parent, guardian, or next friend. Proof 
of date of birth of any minor must be ~odged at the bank. Orders 
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for investment of dividends become void when the minor comes. 
of age or the bank has notice of death of stockholder (minor or 
adult). A stockholder may have four accounts up to £1,000 each 
in each stock. 

Forms can be obtained at most Money Order Offices or un 
application at the bank. 

Dividends unclaimed for ten years are handed over to the 
National Debt Commissioners, but are repaid without interest upon 
proof of title. 

CHARGES 0::.1 LA..'iD. 

Where the owner of deeds placed them under control of an agent 
who pledged them for a larger sum than his principal had authoriseJ 
to a person acting bona fide and without notice of limitation, it 
was held that the owner could not redeem them without paying the 
full amount advanced. (Brocklesby v. Temperance, .i·c., Building· 
Society-Court of Appeal No. 2, 2ith June, 3rd July, 1893.) 

PAYMEXT FOR HoNOUR, P. 31. 

If a bill, drawn on Liverr"ool payable in London, is protested 
for non-acceptance, it is not customary to protest in Liverpool on 
non-payment. The protest is made in London before presentation 
to acceptor for honour. 

This is the custom, though we doubt its legality. 

DEBENTURES, P. 93. 
The decisions affecting debentures are so intricate, that it is. 

always desirable to obtain good legal advice in dealing with them. 
Care should be taken to see that power to issue any prior charge 

is renounced, and it must not be forgotten that a company, whilst 
a going concern, has full power to deal with all its floating assets, 
even though its debentures may be a floating charge. 

In Nelson and Co. v. Faber and Co., Law Times Reports. 
5th September, 1903, holders of third debentures retained the right 
of set-off for a debt for goods, against claims of first debentures. 

Debentures issued by 'sQcieties under the Industrial and Pro· 
vident Societies Acts must, if they charge personal chattels, be 
registered as bills of sale. Those issued by companies under the 
Joint Stock Companies Acts must be registered with the Registrar 
of Joint Stock Companies. 

In the Court of Appeal (January 11th, 12th, & 30th, 1897, Lee v. 
The RoundU'rwd Colliery Company), it was decided that a distress. 
made on the goO<ls of a company before the rommencement of ~ 
winding-up thereof, and before a receiver is effectively appointed. 
i~ valid as against the debenture holders of the company, whose 
debentures create a floating charge on its goods and chattels. 
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A floating charge cannot cover any uncalled capital which by 
the company's articles is only callable in the event of winding up. 

FmE INsuRANcEs, P. 103. 
Altho11gh an insurer may value his property at, say, £10,000, 

and pay the premium to cover this amGunt for many years, he will 
find that, if his property is totally destroyed by fire, the insurance 
company will insist upon a valuation of the property as it stood 
immediately befo·re the fire, with deductions for depreciation. &c .. 
so that very probably he will get much less than he expected and 
insured for. This does not appear to be generally known, bui. 
enquiry will prove it to be the fact, unjust though it be. 

CHEQUES, P. 4. 
Sec. 17 of 46 anil 4 7 Vic., c. 55, appears to legalise the 

objectionable form ordering payment of ·• the amount specified in 
annexed receipt when duly stamped, signed, and dated," but it 
does not render such a document a negotiable instrument; an 
important reservation, and the House of Lords has held that it is 
not a bill of exchange within the meaning of the Act. 

DoMICILED BILLS. 

Sir Samuel Montagu, in a letter to the Times (Nov. 20th, 1901), 
pointed out that whilst in England and the United States of 
America the liability of an acceptor on a bill continues for six years, 
and in France and Belgium for five years, in Germany, Italy, 
Bulgaria, probably RGumania, and to a certain extent in Holland, 
if a merchant in one town accepts his bill payable in another town 
(or in another cGuntry), if the bill be not presented on the due date 
(and, .if nec~ary, pro<tested in due time) the claim against the 
acceptor on the bill as well as against the drawer and endorsers is 
lost. There is, the.refore, a serious risk in taking any domiciled 
bills which come under the law of those countri~. 

AssiGNMENTS FOR BENEFIT OF CREDITORS. 

No money or securities belonging to a customer should be given 
to a trustee under a deed of assignment until the expiration of 
three months from the date of the deed; for if during that period 
bankruptcy enSU\'lS the banker may be oompelled to pay the amount 
again to the trustee in bankruptoy. . 

In assenting to. assignments all rights ~..gainst sureties and 
securities should be distinctly reserved. 

JoiNT Accoums. 
When boiTOwers are not in partnership the death of one of them 

releases his estate from liability to repay, unless the loan was clearly 
made on their joint and several liability. 

JOBN 


