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Banking—Bills and notes—Collateral security—Pledging—Bills of Exchange Act, R.S.C, 1927, c. 16

APPEAL from the decision of the Court of King’s Bench, appeal side, Province of Quebec
, reversing the judgment of the Superior Court, Trahan J.1 and reducing the amount awarded to the respondent from $6,584.98 to $2,579.05.

The respondent bank sued the appellant as endorser of certain promissory notes, which, with others, had before maturity been transferred to the bank by one Dussault, as collateral security for moneys owing or to become owing to the bank by Dussault. The appellant, by his defence, denied in general terms that the bank was holder in due course of the notes. The Court of King’s Bench unanimously concurred with the view of the trial judge that the bank was entitled to enforce payment of the notes up to the amount chargeable against them by the bank as pledgee; and the Supreme Court of Canada affirmed that decision.

But the respondent bank cross-appealed on two grounds: first, that it was entitled to judgment against the appellant for the full amount of the notes and interest, and secondly, that it should be reimbursed the amount of certain costs paid to the appellant as the costs of a successful appeal made by the latter in respect of some promissory notes of which due notice of dishonour had not been proved; and the bank relied upon the terms of Dussault’s letter of hypothecation, which authorized it to charge as pledgee “toutes les dépenses encourues et les déboursés faits par la banque à ce sujet.”

As to the first ground, the Supreme Court of Canada agreed with the view of the majority of the judges of the Court of King’s Bench that, on the whole evidence, the respondent bank’s claim was not valid, in so far as it rested upon the existence of a liability on the part of the appellant to Dussault. And on the second point, the Supreme Court of
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Canada affirmed the judgment of the court appealed from rejecting that claim, on the ground that, prima facie, the bank’s liability for these costs resulted directly from its own fault and nothing in the letter of credit authorized it to put upon its customer the burden of a disbursement exacted from it under such circumstances.

Appeal and cross-appeal dismissed with costs.
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