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LIA BILJTY 0F BANK FOR FAILINO TO DETECT
FORGERIES WVHEN DEPOSITOR MOES NOT

VERIFY .BANK STATEMENT.

Does the fact that a depositor fails to verify bis bank statemen't
eceh rnonth anid examine his cancclled checks release a bank
fromn liability for forgeries comxnitted by an employe? The U.S.
Circuit Court of Appeals <2rid Cir.) receritly held that it doesi.
Harnierschlag Mfg. Co. v. Importers ani Traders National Bank,
262 Fed. Itep. 266. I this case it appeared that defendant
permitted its bookkeeper to make out ail checks which were thexi
sigued by the vice-presidenit. Sonie ýuf thesec'hecks were payable
to bearer and interided to compensate the bookkeeper for petty
cash items. These checks, after signing, were raised by the book-
keeper to larger figures an~d cashed at the bank. TI's practice
contiued for more thsm a year before it was fînelly discovered,

uln which the plaintiff coinpany sought to hold the bauk liable
for paying the checks which had been so raised. The bank
clalimed that since plaintiff corporation had made no complaint
of the improper payrnent of checks on reeeipt of its monthly'
statemnents and eancelled checks, deferidant was reHieved of
liabiity for cheti paid more than a year previous to plaintiff la
demand. The trial court took the case away froni the jury, first,
on the que;t.ion of fact, whether the alteration was 'discoverable
by reasonable cart on the part of the bank; and second, on the
question of law, whether plaintiff was not guilty of laches ini failing
to conipiain to the bank within 30 days after receipt of cancelled
checks in accordance with the rule of the bank. The Court of
Appeals, in affinming the trial Court's decision, decided both these
questions in favor of the barik.

It la difficult to understand on what ground the trial Court
feit bound to take the case from the jury on the question of fact
as the evidence set out by the Court was confiicting. On the
second point respecting plaintiff's niegligence in failig to exwmine
its cancelled checks, the position of the Court of Appeals, ln
sustaixiing the trial Court's Lrtion, raises au interesting question.
'The Court said:


