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PRIVY GOUNCIL,

_*l‘m: TEXAS COMPAVY LiMITED (PLAL\TII‘I‘S) 2, THE BO’\IBAY

. BAN KING CO\IPA’\IY AND ANOTIHER (DLFmDA\sz)
[On appeal from the High Court of J udicature 'at Bombay.]

. Principal and Aqent-—Ownership of money paid into - Bunk—Constructive notice

—Knowledge of a Jent unknown to. prmczpal—~00ntmct Adt (IX of 1872 ), -

sectzon 294,

V was the sole az,ent of the appellant Company for.securing the distribution .

~of oil under -an agreement, dated 25th October 1911, made between them

whereby on receipt by the'QQmpany of an order for oil,.a delivery order would
-be given in exchange for a specified deposit of security which could be realised.

by the Company on failure of V to remit the sale proceeds of the oil ‘which the
.ageat expressly agreed to send to the Company as they became due without
“any deduction; aud deposited with them Rs. 5,000 as a guarantee of good
faith. V entered into a series of sub-agencies bet_wcer_) himself and persons
uéperdting in the district whom he constituted his agents for a smaller com-
“mission, but in other respects according to the provisions of his agreewent
‘with the appeflant Company, but except so far as V was referred to as being

sole agent for the Oil (‘ompany no reference whatever was made to the Com-

.pany’ in the agreements. In addition to V's l)OSlthXl ag sole-agent he was
aléo & member of a firm which acted as Secretaries, Treasurers, and Agents, and
‘as General Managers of the aﬂ'airs of the reqpoudem bank under the latter’s
articles of association. In 1912 V’s account - with the respondent b’mk was
largely overdrawn and he paid into the bank” to the credit of his account
"Re. 65,000 which was pdid by cheque drawn by or on behalf of V on other
banks in Bombay. This money came from monies prowdcd by the -sub-

4

“agents either by way of guarantees or by’ monies paid for oil purchased. “The

‘tespondent bank suspended payment in October 1913. "In a suit by the appel-
lant Company claiming repayment. of the sum of Rs. 65,000 in priority to
'othex creditors of the bank on the ground that such sum represented their
" money in the hands of V and had been reccived b\ the bank with knowledge
of that fact, E

Held, that the deposit did not belong to the appellants. - There was no

’ .evidence to show that they had ever expressly or impliedly authorised V to

- enter mto any agreements with sub-agents, o that they ever krew ‘of the

‘ aﬂreemcnts or of their terms, which did not - establish any pnv1ty, between the

- oil Company and the sub-agents, or that V had o any 'mthonty to name any
pexson to act for the Oil Company '

e I’a esent i—Viscount Haldanc, Lord Buclxmastex aud Lord Duucdm.
ILR8-1 - _ .
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dleld, further, that from vshatovel source._ thie money was dwwn lt was not

. p"ml nto the b"m under circumstances that affected them with knowledge of ©

any infirmities in V's title either by reason of the form i in which FhP Eheques
were drawn. - or hy reason . of Vs association. with the firm that acted as

- Secretaries, Treasurers, Agents, aud Managers of the atfairs of the reﬁpundeut

bank.

- APPEAL No. 67 of 1918 from a decree (13th July 1916) -

* of the- High " Court at .Bombay in. the exercise of its

appellate ]umsdlctlon affirming a -decree (2nd  Octo-

_ber 1915) of o J udge of the same Court.in the exercise
- of its ordmary omgmal ]lll‘lSdlbthIl ‘

. «For the purpose of this. repmt the facts will be found

sufficiently - smted_ in--the ]udﬂment of " the: Iudlcml
Commlttee

The ]udfrment appealed from was that of Scott C. J

.‘and Heaton J.

On tlllb appeal

Zl[acl»mnon K. C’ and_ Hansell for the: appellants
contended that the moneys paid to the. respondent bank.
were the moneys of the appellants, and were so paid-
without their knowlgdge and authority : the persons-
appointed as-sub-agents by Vaidya became agents of.
‘the appellants, and money paid by them to deya
became the -money of the apoellants sce section 194 of

“the Contract Act (IX of 1872).. The money was held by -

their agents i in trust for the appellants ; and they were
entitled to follow ‘itin the hands iofthe respondent.

“bank or the liquidator respondent, and o recover it
'trom any person who had received- if with notice.

Reference was made to Kennedy v. Grecn“’ ‘ and In re

\Hallett’s Hstate®. . The appellants were not, it ‘was’

submitted; bound to establish that the 1'espondenn bank
had notice that the moneys Lélonged to the appellants
for under the cueumstances the bank mubb be presumed

o) (1834) 3 Mylue &Leen 699 at p. 700, @ (1879) 13 Cl. D. 696 at p. 709.
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‘jto'hz{ve_had hOﬁice_ that they were tlie‘ nﬁoneys of the .
appellants ; reference was made to Cave y. Cave® ; and
In re David Payne§ Co., Limited®. Also therespondent

bank should have been put on inquiry by the form of
_the cheque paid to them;. especmlly as'the bank had

. received benefit from the payment. The case of Cole- -
man V. Bucks and Oa;on Union Bank® * was distin-

_guishable from the present case. The appellants were

in any case entltled to an account. The ]ud"mentsi
-appealed from were erroneous and ought to be reversed.”

Upjohn K. C. and. L’ B. Raikes for the 1eSpondents
- were not called upon.’

1919 May. 30th :—The Judgment of theu' LOldShqh '

,_"W‘IS dehvered by C

LorD BUCKMASTEP —J,‘he appellants are o Co vpom—'

“tion, incorporated under the laws of the State of Texas
-in United States of America,and either owning or having:

_control over e extensive oil fields. Their head oflice fr>1~
India is'in Bombay, and for the purpose of sccuuuw‘f

“distribution of kerosene oil throughout. the district of
Bengal, they entered into an agreement in writing, on
she 25th October 1011 with, one Prabhakar Govind

Vaidya, Whelcby he was appointed for fivé years their

-exelusive agent for the sale of such oil \Vlthlll muned

areas on certain specmed terms.

~ Sofar as they are material to the present diéputu
_these terms provided that, on receipt by the Company .

of ans order from the agent for kerosene oil, they would
.give to bim a ddlvuy order for the quanmty required
in e\chfm% for a deposit by him with the Company

-of such an’ amount of certain specified securitics as,

-.should, at ‘hc market rate at the date of the de posit,

wepresent 5 per cent. ‘excess of the market rate ol Lhu ‘

o o (1380) 15 oh D. 039 N ® [1904] 2 Cli. 608
e 3 [1897] 2 Ch 243.
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011, and that they should_ have power to reahse the.

- securities after seven days’ notice of the failure by the
© agent to remit the sale proceeds of the oit, in respect of
“which the deposit was made. The price at which the oil.

was to be sold by the agent: was to.-be named by the.
Company from timeto time, and the agent guaranteed.
that the full sale proceeds should be paid to the Com-.
pany; Liis commission being 4 annas per 8 gallons of oil.
Sales were to be for cash, credits were to be.at the risk

‘of the agent and the agent 9Xpr_essly agreed to remit t'q
‘the Company all sale ‘proceeds directly they became

due, without any deduction on any dccount. The. only
other material pr0v1310n of this agreement was clause 23 ‘
which -is in the fo]lowmg terms :—

e 23 The Agent has deposmed Wlth the Company the sum of Bs. 5, 000 o
5 per.ceirt. “Tansa Bonds as a guamntee of good faith which amount is Hable to-

‘confiscation by the Company for any breach of any clause” of -this agr eemenfr :

and it is hercby cxpressly agreed and understood. that the interest accruing .-

_ on such Tansa Bond Deposit will be paid to the Agent by the Company so

long as the Ageut faithfully observes and performs the condltlons of tlns
Agreement. "7 o ; e .

- The agent proceeded to make trhlS agreement eﬂiectuaf»
by entering into a series of sub-agency agreements -
between himself and a variety of people operating in’ :
the district, constltutmg them as aﬂents on terms which
1)r0V1ded for a smaller rate of commission but in other
respects following the provisions of his agrecment with .

the Texas Oil Company. * They are entitled sub-agency

- agreements ; but, cxcept so far.as Vaidya is referred

to as being the sole agent for tﬁe Texas, Oil Company,
no reference whatever-is made to the Company in' the

.agreement, and no pm\uty whatever is established
‘Detween the Company and the- sub—agent Clause 23

of the original agreement found - its eqmvalent 1n

clause 2{, which ran.as follows :—. - : =
424, The Sub-Agcnt shall deposit with the Sole Agent the sum of money;

which the Sole Agent may fix from time to {ime as a guarantee of ‘good faith
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~whirh amount is liable to confiscation by the Sole Agent for any brcach of
~any clanes of this agreement and it is herely expressly agreed and understood
wthat interest at  * , per cent. pér apnum accruing on such deposit
-will be paid to the Sub-Agent by the Sole . Agent so long as. the Sub-Agent
~faithtully observes and performs the. conditions of this agreement.” -

~ Considerable business appears to' have been dono -
~«ander these agreements, and large sums of money were:
. reeewed by Vaidya pursuant to their terms, both from
--theé sale of the oil and from the deposﬂss made under .

.clause 24, the deposits alone amounting to at least
~ Rs. 52,000 in September 1912. In addition.to Vaidya’s
" “position a3 agent for the Texas Company, he was also,
xe:) member——too'ether W1th one Kothavle—in a firm,

~WV. N. Apte & Co, and this firm were the secretary,
. dreasurer and agent of the respondent’s bmk )

In October,of 1912 Vaidya, who had various accounts

- -with the bank, was overdrawn to the.extent of about
Rs. 3,00,000. At the beginning of this month the bank
finding themselveq face to face ‘with fast gwtheung
financial difficuities, Kothavle was asked by two.
. «directors to obtain from Vaidya the money ‘that ho-
owed . to them, - Valdya Was then returning from.
. England, and on his return an interview took place
_between him and Kothavle, with the result that Vaidya
sent to the bank the sum of Rs. 63,000—Rs. 60,000 in
. “October and Rs. 5,000 in.the following Febrnary. Of

~-this sum, Rs. 60,000 was paid in cash by cheques drawn

“by or on behalf'of Vaidya on the Indian Specie Bank,

..Bombay,‘andv Rst 5,000 by a cheque on the Eastern

Bank, Bombay. The moniés so received were credited
Dy the Bombay Bank as to Rs.. 52,000 to the personal
acecount of Vaidya, as to Rs. 8,000 to the account of

" Kothavle and Rs. 5,000 to an account headed Vaidya's

‘Tems Account.

®
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1919. . - Tt appears to be accepted in these proceedings that the
———— wLole of these monies came from the monies provided
L%;;:i} by the sub-agents, either by way of guarantees or by:

Lo, . monies paid for oil ‘purchased ; as to' Rs. 45,000 from

. ,l"m actual depokslts and purchase monies of oil, and as to-"
-Bowsar - Rs. 20,000 by a.loan granted to Vaidya on the security

C%;&‘;;f - of certain bonds which had been puichased by him out. :‘

of monies deuved from the same source.

 The Bombay Bank suspended pqyment in October“"
1918, and on the 13th February 1915, the appellant.
. Company instituted the proceedings out of which this.
appeal has arisen, claiming repayment of the sum of”
Rs. 65,000 in priority to other creditors of the bank, on..
the ground that such sum replesented their money in
. the hands.of Vaidya, and had been received by the--
- bank with ‘knowledge of this fact. In order that this.
claim should succeed, it is essential that the appellant
-Company should be in a pos1t10n to establish two in--
.. dependent facts :— - .o : - - ’

. Iirst, that the money was thelrs and held For them:-
by Vfudya as trustee, and T

~ Secondly, that the bank knew tlns factvxhen they"
1ece1veg1 .. L : -
-If theéy fail in- éstablishing Foth -theése points the-
question as. to how the money was dealt with does not—, ,
~arise. : : “

With regard to the ﬁlst matter the trial Judge Mr
- Justice Beaman, held that the aﬂgl egate amount of the
-deposits alone made by the sub-agents with Vaidya.
was some Rs. 68,000 in cash, and he decidedsthat these-
monies were never in any real sense the plaintiff’s .
monies at al: Upon the character and quality of these: .
Jnonies, so far as they represented deposms their Lord-- -
slnps, flom the eVldence bcf01e them on this appeal
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have no hesnatlon Wlmtever in acceptmﬂ he'tonclu-'
sions of the learned Judge. There is no evidence to
“show that the Oil- Company cver expressly or unphedly

authoubbd Vaidya to enter into any sub-angency-agree-
menrs atall, nor that they ever knew: of' the actual
agreements or of their . terms.: It has alveady been

‘pointed out that the agreements did not establish any -
“privity of relationship between the Texas Company
-and the sub-agents; nor did,the course of husiness.
‘between ‘the Company and Valdya noces»uﬂv imply -

that the parties must be assumed to contemplate the

‘establishment of such sub-agencies. The- appellants,_

‘however, say that such privity is established by scc-
tion 194 of -the Indlan Contract Act, 1812 which is in
these terms :—

o Where an agent, lmldmg al express or 1mphcd anthont} ie name another

pmson to act for the principal in the business of the agency, has named’

i\' another person accordingly, such person is not a sub-agent, but an agent of the
prmclpal for such part of the busvness of the ageucy as is entmsted to lum

" The answer to this contentlon is to be found in the '

fact already mentioned that "Vaidya never did have

“express or implied authority to name any person to act

_for the Texas Oil Company in the business ; that he did
~not appoint them to act” on behalf of the principal but

_on behalf of himself, and that the guarantecs and de-
posited monies were to secure him as against.them, and -

not for the secarity of the Oil Company. If, thereforve,
_the Rs. 65,000 consisted cntirely of these deposited

“monies, there would be no nced for any further investi-

.gation into the matter ; but in trath the appellants
~ made a strong ‘tase for showing that only Rs. 52,000
~were properly attributable to this source. In these
_circumstances it wmight have been necessary to hear the

respondents upon the question as to what was thie true -
~extent of -these monies, and whether there was not, in"

~ the circumsfances, some m'tter al dlﬁelonce between
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them 'uld the sale’ monies, had: it not been that fhem
LOldbulpb Lave comé t60 the clear conclusion that, from’

‘whatever source the money was drawn, it was not paid

into the bank under mrcumstances that affected them

with knowledgé of any infirmities in, Vaidya’s title.

The notice that it was dlleged they réceived was first
by reason of the form in which - some ‘of the cheques
were drawn, and secondly, by reason of Vaidya’s asso--

_.ciation with the firm of Apte & Co.. Upon the form. of

the chbque the notice i% assumed to come. from the
signature, which in four cases igin these terms :- '

“B R Manerikar,
‘ pcr pro P. G. ValdY‘L,
Sole agent for Bengal & U.P.”

Manenkar was the head clerk and. manager of Vai~
dya s agency for the appellants, and the signature was
authorised and honoured ; but there is nothlng‘ on the

" face of these documents that would lead the bank to

doubt that Vaidya was perfectly cntitled to deal with
the monies to which: they related in whatever manner
he thoughb fit. To affect a bank with knowledge of the.

 ownership of monies paid into the accounts of their

customers by the mere form of the signature on the

.negotiable  documents by which such monies are :

transferred is to proceed far beyond the recognised

- limits of the doctrine of notice, and such a principle if

accepted would. create a serious embarrassment ‘to the

" “conduct of banking business. The case of Coleman v.

Bucks and Ozon Union Bank® is an authority to

‘. show that even a direction to carry money to the credit

of a customer’s trust account when no such account

~ existed is insufficient for such a purpose. Had Vaidya’s

account, to which the proceeds'of the oil bu%ines‘s were
paid, been kept with the Bombay . Bank under

@ [1897]2Ch 213, -
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--civenmstances that could fairly 1mpute to themknowledge

- that the monies were not Vaidya’s, different considera-

tions would apply (see Gray v. Jolmston 1) s but’ in
~ this case there is nothing beyond the fact thab a eheque
swned per pro with a statement that Vaid ya is sole’

“agent for Bengal and United Provinces is hauded into
#he bank to be placed to the credit of Vaidya's account.

- Indeed, if the ledger account of the Indian Specie Bank’

be 'correctly stated in the 1ecord there is.nothing on’
+the face of that account itself to suggest any infirmity.

in Vaidya’s title, for it is simply headed * Account of
P. G. Vaidya, Esq.,” and there is no explanation otfered
of the meaning of bhe signature, which ind3éd appears
to have been quite unnecessary, for the cieque for
“Rs. 5,000 drawn on the 22nd February:- 1913, is signed
without any such qualification, and is met out of the
same account. Probably because of the infirmity of the

. proposmon it does not appear, from the documents and -

Judg rmeut that this point was ever raised in the whole
course of the proceedmrrs until the heaving of this appeal.

As to verbal notice the only person with whom itappears -

that any interview took place was Kothavle, and both

"deya nad Kothavle's evidence are in agreement upon
the fact that Kothavle ‘was told that Vaidya had com-

plete control over. the monies, and to quote Kothavle's
own evidence, Vaidya told ]um that the monies of all
the cheques belonged to his rock oil business, as is
shown by the following extract from this evilence :—
A, .. Vaidya told me that the monies of ail tho cheques, belong(,d to his

T ock oil bumness

—

Q. Anl- that he had full power - and authorxty tn gnc you those

- monies!?
CCA. Yes,
- *Q. Hedidnot te]l yon that he was giving you some one dse 5 money ?
e A - No. : T » '

. @0%anénh1mpn[

IT,R8—2 N
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" Q. As far ag you l\nc}v, the monies ,belonged to deyn ?

* A, They did as far asI Lnew

S Q You told your Dlrectors 50 after thc onies were paxd viz., r’nat‘l

' V'ud) a Jad pald in monies be]ongmg to lnmself ? .

YA Yes)Y

This ewdence Whlch appewrg tor have be@n wccppteﬁ,

"'by the Trial Judge, and was certainly not impaired by:.
B c1oss-e\'1m1nat1on 'is complete for the purpose-of: :
- showing that neither by the knowledge of the dlrectorm ,

nor of Kothfwle can notlce be imputed.

The1e remfuns only the questmn of whether the~

- knowledge of Vaidya himself is sufficient to form the:
“mnecessary- link. 'With regard to this it is important to- .

observe that the - banking company, ‘rhougha govelnecl :

--in the ordmfuy way by a board of dircctors, had, by

articles of association, al,pomted the firm of V. N. Apte
& Co., secretaries, treasurers, and. agents, and provided
that they should have the general management of the
busmess; But - this is entirely insufficient to bmng;
home to the company notice of an irregularity. on the-

“part of Vaidya in bis own private concerns which ‘was

only within his krowledge, and wus solely due to his.

own 1mpr0pe1 conduct,

Thele is no pmnmple and there is no authom’w to .

-establish that, in such cucums’can((s lie bank could -

be affected with notice, and anthorities mdeed estal lish
the exact apposite of such a proposition.

‘Without' considering the earlier decisions it is suffi-.
cient to.refer to the two cases of Cave v. Cave®, and
In re David Payne § Co., Lzmeted ® In the fo1me1. @
soficitor, who was the sole trustee of a settlement, pa1d
the trust money in the joint. name of his brother an(};

Com (1880) 15 Ch D. 6%9 @ {19047 2 Ch. 608.

-
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‘]nmself an d used the fundin the pur chase of lfmd w]uch
was conveycd 1o his ‘Pbrother alone. The prop_ertv was
then mortgaged in favour -of a mortgagee for whom
the’ trusted acted as solicitor ; but it was decided that
this fact could not affect the moxt agees with notice
of the 1mp10per use of the trust money in the purchase
of the estate

In the latter case, the director of a company induced

'vit]\e advance by . them of £6,000 on the security . of a
“sccond mortgage debenture. in another company, with

‘the intention of using - the money for. the purpose of
;tmwaxdmga scheme in which he was personally in-
terested, a scheme outside the scope of their business.
‘No other director of the lending company knew any-
athing of the cu'cumsi'mce It was sought to affeet the
lending company by the knowledge which the director
possessed. Lord Wrenbury—then Buckley J.—decided
“that no such notice could be imputed, and he ‘st(ited “the-

law in terms which their Lordslups regard as accurate

-and appropriate. He said :—

T understand the law to be-this :- fh').t if a lommunication be made to an-
agent which it would be hIS duty to hand on to 'm principals,.,....and if the:
ent. hias an interest wlnc‘h would lead him not to dmclose to his pnuclpuh

ag
the information which he has thus obtained, and in pmnt of fact he docs ot
_communicate it, you are not to impute to his ‘prucip: als knowledgoe by reason

of the fact that their agent knew something which it was not his interest .o

':h\Sdosc, and whiclrhe d1d not disclose.’?

- .

“And this we\v was agam support( d in the Court of
Appeal. ’

Y

The facts in the present case do not, in their Lord-.
ships' opinion. go so -far to constiture: notice.as those:
in the cases mentioned. In fact, they amount to noth-

ing more than this, that a company wanting- payment
‘of a debt from one of ‘its agents asked -that payment

should be made, and obtamed part of their debt withont.

191%.
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any Lnowlegde Wlmtever of the soarces from Whmh
~ the mohey came, . 1t Would be stmmmw the Jdostrine

of notice beyond all: L'easonable limits to hold that in

- guch circumstances. moneys received in absolute good
~ faith should be- earmarked thh qome indepaadent * -

ownership, becausé the debtor. wio was also a-servant
of the company, coinmitted a fraud in order to discharge -

his obligations.’

* Their Lordships will therefore humbly advise His ;

Majesty. that this. appe‘tl shoulc ‘he dtsmbsad with
costs.

Sohmtors for the- appellanbs ,'M:assfs._ Wiltiam A.
Crump J; Son. - . : Lo T
Sohcttom for the respondenb B l\Laqsr.s. . L. Wilsoi;
& 00. : e
Appeal Dismissed.
R A2

i et

APPELLATE CIVIL.

‘ Before Sir Basil Scott, Kt., C’/u'ef Justice, and Wr. Justice Hrtyu)ard,

ASHARAM G ANPATRAM GOR a¥p oTuERS ( ORIGINAL ArPLicaNTs )

. ApPELLANTS v. THE MANAGER or tne DARKORE TEMPLE COMMITTER
AND OTHERS. (ORL#INAL OPPONENTS AND ADDED RESPOXDENT), REsPonpENTS. ™

.

'Hiridn temple—Sangtuary of the z‘emplc——‘idmisﬁon ofpzlblic to the sanc-.

tumy—-L"vy offees Jor aclmzsswn not permwszblc—DaLorc femplo—Gors, .
mgﬁts of.

o Whilst-thek Sheviks were managing the affairs of the temple of Shri Ran-
- <bhod Raiji at Dikore, they istuad in 1883 rules levying fees from devotees

and Gors who entered the sanctuary of the temple, known as the Nij Mandir,
In a litigation brought to test the vahdxty of those rules, the rules were de~
<lared invalid ; but they continued to subsxst pendmg the framinge of the
scheme of mamgement of the temple. When the scheme came to be fxamed

¢ I‘ust Appeals Nos. 75 76, 78 80 121, 122, 149, 206 and 223 of 1919.
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