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National Consumers Disputes Redressal
Commission- Date of order 13t March, 2015

Issue:

Whether, Bank is vicariously liable for the acts of its
employees?

Facts:

Complainants had placed various fixed deposits
with the Bank between 2001 to 2005. The deposits
have staggered dates of maturity at an agreed rate of
interest. Bank issued Fixed Deposit Receipts (FDRs)
to the Complainants on the printed stationary bearing
signature of Manager of the Bank. In 2005 Bank issued
an advertisement in the news papers informing the
public that its Manager had stolen certain Fixed Deposit
Leaves (mentioning their numbers) and that the bank
has filed criminal cases against him. After reading the
said advertisement, Complainants approached the
Bank for encashment of their respective Fixed Deposits
(FDs). The Bank refused encashment on the ground
that- the FDRs were issued without depositing actual
consideration on the respective FDs, the then manager
has played fraud on the Bank and that the Bank has
already filed criminal complaint against the said Manager
for cheating/breach of trust.

Legal Decisions Affecting Bankers

On the refusal of Bank to encash the respective FDs,
Complainants filed Consumer Complaint before District
Consumer Disputes Redressal Forum (District Forum)
interalia seeking directions against the bank to pay back
their money against encashment of respective FDs in
question and for other ancillary reliefs. Bank countered
the complaint submitting that FDRs in question were
not issued by the Bank, there is no privity of contract
between Complaints & Bank, no entry in the records of
the Bank relating to said FDs, Bank is not vicariously
liable and that the Forum cannot entertain the complaint
since the complaint involves complicated questions of
law.

Allowing the complaints, Forum directed the Bank to
honor its obligation and discharge the liability arising
out of acceptance of Fixed Deposits as the Bank is
vicariously liable for the acts of its employee.

Aggrieved by the decision of Forum, Bank filed Appeals
before State Consumer Disputes Redressal Commission
(SCDRC). SCDRC dismissed the Appeals filed by the
Banks. The Bank challenged the said orders by filing
a Revision Petition before National Consumer Disputes
Redressal Commission (NCDRC).

Observations and Decision:

The FDRs in question were issued by the Manager of the
Bank in the course of his employment. FDRs bear the
signature of said Manager though alleged to have been
stolen by him. The FDRs were used for the purpose for
which they were meant for and bear the serial numbers.
It is not the case of the Bank that the said Manager was
not authorized to sign and issue such Receipts. The
Bank in its Complaint/FIR has alleged that the ‘said
Manager had stolen certain numbered FDRs belonging
to the Bank and has used them for misappropriating
public money, without proper entries in Bank’s books of
accounts’. Hence, the Bank’s contention that there is no
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evidence to show that it has received money from the
Complainants towards Fixed Deposit is not proper. The
bank although in its written statement stated that the
Manager played fraud on the bank in connivance with
the Complainants but in the FIR neither such allegations
were made nor Complainants were named as suspects.
There is nothing on record from the Bank to show that
when and how the alleged fraud was noticed and what
prompted it to lodge FIR against its Manager.

Hence the Bank is liable for the fraud committed by its
Manager in the course of his employment and should
pay the amounts due against FDRs in question to the
respective holders.

The National Commission agreeing with orders of
District Forum and State Commission dismissed the
Revision Petitions of Bank.
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