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Banking and Business Methods.

REM TIONS BETWEEN A BANK AND ITS CUSTOMERS.

N business life there {3 no wore complex or important relation than that
which exists the men g and the banks, and it
should be guarded wi.. lealous care, 8o that both may retain 1he full confls
dence of the other, Business development in the Unlted States has pro-
with such gigantic strides that it has long slnce passed the stage

where It Is even poasible to earry on busicess wlthuut. the agency of banks,
They are to-day o in the i and making ex-
changes, It has been sald, and with a srem. deal of truth, that in the
present day the entire and sole object and result of business Is the transfer
of eredits on the books of the banking houses.; and that about the only use
to which money ia put is in making small change or paying balances, Bus-
Iness,In the most general and comprehensive sense, is almost wholly carrled
on by the ald of banks with checks,drafts and exchange, And It will be seen
what o very important part the element of confidence plays In business
life, when it is remembered that every cheek or draft that changes hands,
implies the confidence on the part of the party recelviog and sccepting 1t,

that It will be honored at the bank when presgnted.

(PENING AN ACCOUNT,

TUE PIRST STEP in the matter of 1 Inzad 1 and of
o bank is the Interview with the banker, either the President, or Cashler,
ns the ense may be  If nnknown to the banker it is necessary for some one
who ia known to ldentify and vouch for the applicant as being honorable
nnd stralghtforward, for banks are compelled to be eareful in this matter
as they unhm.-quenll.y must handle all the checks, drafts or exchanges that
the prosp in his business, so that while the busi-
ness of an 'I:uru-nl man is valuable to them and s appreciated, that of &
dishonest man s shunned by them as an element of risk and danger—the
same to them as to every one else with whom he deals,

The identifieation and ref b + being satlsf.

v the pros-

1o glvethe bank timeto give anabuodant notice to the parties, If the custo-
mer deslres to make » “slght" or “time draft" upon a debtor, upon appll=-
eatlon the bank will fornlsh hlm with blank drafts.

STATEMENTS AND BALANCES.

FEW words and bal will not be lnappropri-

ate In this connection.  Every customer of & bank should always and
without fail, once in each month, have his * Pass Book ™ balanced by the
banker, This role should always be observed to correct any error that
might eecur and avold loss and complications, The amount of deposlts la
added up a3d n balance is struck by deducting the total amount of the cus-
tomer's cheeks which the bank has either pald or “accepted" (cersiled)
during the month, The cancelled checks are returned to the eostomer, If
any error la discovered it should be reported jmmediately te th. bank so
that it may be investigated and rectified,

ﬂE GOTIABLE PAPER.

ROBABLY the greatesi factor in the business world of to-day Ia “Negotl-
able Paper," without whichitisnotp that
could have assumed the vast proportions that it has reached in Amerfea;
nnd without which the business of the clvillzed world could not be carrled
on. This term includes a varlety of Instruments, such as promissory notes,
checks, drafts and bills of exchange. The bill of exchange Is one of the
oldest forms of negotiable paper, and has been In use for a number of
eenturies. The draft nnd check come Into use at a much later day, and the
¥ note 5 & y recent invention, and has very largely
l.ukw the place of the bill of exchange as it was used in former times. The
most important attribute of promissory notes, bills of exchange, and other
Instruments of the same class, which distiogulsh them from all other con-
tracts, is thelr negetiabilily. This consists of two entively distinet elementa
or branches—firat, the power of transferring the paper from one owner to
another, so that the assignee shall assume o complete title, and be able to
ane on it} second, the effect upon the rights of the parties produced by such
a transfer when made before maturits, In the regular course of business,
for a consideration to a purchaser in good faith, and without notice of any
defect or defense, wherehy all defenses of the maker {with few exceptions)
are cut off, and the holder becomes absolutely ¢ tled o recover,
A written order or promise may be perfectly valid as a contract; but it
will nnt e nl:;ullah'le unless certain requisites are eomplied with, The
are Ind wle: It must be written; must be slgned ;
It must be absolute, not dependigr upon any contlngeney ;it must be to pay
certain amount or in an amount capable of being certaln by
computation; the time of r ayment must be certain or such as will become
t when no t! ae i expressed the law Implies that payment s due

pective customer §s given o pass book or neconnt book, writes
in a book kept for that purpose, is made known to the recelving and paying
tellers, makes hls first deposit and Is then a full Aedged customer and
depositor of the bank.

DerosiTs.

Dzrosn‘s are made in the following manner: A “Deposit Ticket™ or * De-

posit Blank" is fuornished the enstomer, and he enters upon this a full
deseription of all the tems which he desires entered to his credit, stating
whether it Is gold, sllver or currency and making a separate entry for each
draft or check that he deposlts, In entering such items s drafis and checks
some banks require o separate entry for each ilem which will show upon
what bank or at least what eity or town each draft or check is drawn.
After having endorsed his name on the back of all checks and deafts he
hands the “Deposit Ticket," together with all the items nomed upon it, and
his Pass Book, to the recelving teller,who examines it, eheeks off the varions
ftems to see that they nre all there, % the total amount to the
customer's eredit in the ' Pass Book ;" and it lsalsocarried to hlseredit from
the Deposit Tleket onto the books of the bank. The * Deposit Ticket” 1s an
Important feature of the i and the s required to 811
this out with Ink, It bears his oame aod the date and s carelully pre-
served for future reference by the bank to settle any dispute or difference
thatmay arlse. As all men are liable to ervor the depositor, to prevent mis-
takes, should always seo that the nmonnt of the deposit is correctly entered
in his book before leavi it Is made when n eustomer
has not lis @ Pass Book™ o duplicate ticket should be taken, and the amount
entered properly when next at the bank.

It will be seen from the above that all checks and drafis are entered to
the credit of the ru»ltnnl'r at the time he deposits them, the same as eash
Items, The deposl s held r for the non payment of
nll checks, drafta and other items osited as cash until payment has been
ascertalned by the bank, The bank, however, must use due difigence in
attending to them withln a reasonable time. I o check or draftis held
beyond o me and, mes hile, the bank npon which it is drawn
falls, the receiving bank would be compelled to lose it. Whatis a reason.
able timé, according to decisions of the courts, depends upon the cireum-
gitances nnd varies indifferent cases  Inelties, where they have a Clearing-
Honse, checks on other ety banks are expected to reach the Clearing-House
on the next day succeeding the timeof the deposit; but to checks and
deafis drawn upon otheror distant citles, nreasonable time must beallowed
for them to be presented for payment,  If the banker, however, I8 negligent
eoncerning i1, he must stund the loss.  Such cases very rarely, if ever, oceur,
and It may safely be stated that in the absence of any special or unusual
conditions for all itemssuch as checks, drafts, ete., the banker only receives
them for collection for the account of the depositor and therefor acts only
as his agent and assuch Is charged with uslog only due diligence in attend-
fng to the buriness,

[1scounTs, LoANS, ETC.

HE word “Dnseount” is applied to interest when it Is deducted from the

amount at the time & loan {8 made—in other words, interest that is paid

in advance, Itlsthe general rule of banks in making “sbort time' loans to
customers to give credit for the amount of the lean, less the interest,

Many business men fail to obtain the full benetit that & bank ean glve
them, through hesitaney or diffidence in asking forn loan; amd in many in-
stances will borrow of o nelghboring business man and thus, frequently
embarass him, rather i @0 to the banker, whose business it is to help
him through such times of need, when possible. This s what banks are
established for largely, and they are always glad to “get thelr money out
and keep it out” provided they can be reasonably sure of its return, If an
applicant is unable to furnish reasonable security, or Is Irresponsible or
wnworthy e must necessarily be refused, but In secuving money which he
ecannot guarantee the return of, whether (L be from o banker or another
business man he does an injustice to the interests of business generally.
Howeve ery business man in need of financial help, whether his needs
b grreent or little, should go to the banker fréf and submit the situation,
securitles, eote, to him, ns of all men he isby training the best judge and nd-
vigor in such matters. He may be compelled to declins to give the required
afd, but this refusal should sever be taken ns a perso matter, as it must
be remembered that he has other interests to serve and depositors, stock-
holders and directors 1o protect before following his own personal desires.

CoLLecTions.

[N’ leaving notes or other ltems for enllection the customer writes on the

back of each the words: * For Collection for Account of ™ and places his
signature below it. Upon receipt of this, the proper officer or clerk of the
bank, will enter the items either in the back of the customer’s “pass book"
orgive a separate receipt as the case may be,  When the bank recelves
payment on the tems the cnstomer is notified and the amount is entered to
his credit both on his Pass book and on the books of the bank the same
a8 any other deposit, Abank in receiving paper for collection acts only as
the agent of the eustomer and does not assume any responsibility beyond
due diligence on its part. All banks make collections either in or out of
the city whera they are located for thelr customers at very moderate rates,
These items shounld always be left at the bank before they become due,s0 as

1y; and lastly, the order or fse must bo by
words of negotiabllity—that Is payable to a certain payee's order or to
bearer.

PROMISSORY NOTES.

CCORDING to the general “law merchant,” unaffected by statute, &
F promissory note {s the written promise of a person, called the * maker ™
to pay acertain snm of money at acertain time 1o a designated person termed
the * payee " or to his order or bearer, Tt must have all the requisites that
bave been mentloned for negotianble paper, otherwise, if it fails in any of
these mattors it becomes aeontraet, as it thus loses the element of negotia~
billty. Contracts may Le perd 1y valid without all of these requisites, bat
they do not possess-4he peenlinrgqualities which belong to promissory notes.

It is customary In all promissory notes to write the words * value re-
celved ™ but this is not o 1; inl, nea fom amd value
Is lmplied in every note, draft, check, LIl of exchange or endorsement. Tt
Is the common law of both England and this conntry that no promise can be
enforecd unless male for a conslleration or sealed but negotiable instra-
ments as iorule are an e tion tothis. Between the original parties a
want of consideration e pleaded in defense and would operate to de.
feut a rec have the snme effeet as between an endorser and
only applies to immediate parties or to those who
or beeame holders of the paper after maturlty. It
s that no defense will operate to
A boeen negotiated and passod Into the
he regular course of business, befor:
e ol any of these wiil
il will defeat peeo
i 1l awant of eonslderas
tion, that it wis ol sy duress, or frand or eireumvention, or Inreen;
or that the considerntion was illegal, In order to eut off these defonses
and give the holler the absolute right 1o recover, all of the conditiona
pamed must be falfilled. If he purchases the note even oneday after it
beecomes due it is *=en = sblect o any defense or set off which the waker
may have ust tne onizinal payee,

Demand of payment for a note must be made at the place where it ia
payable at the time of maturity; if oot paid notice must immedintely be
given to the cndorsers, otherwise, in a majority of the States, all endorse.
ments thal are ne: alifled will be released, If o note Is notdated it will
not defent it, bot wil be considered as dated when it was made; bt o writ-
ten date is prima focle evidenes of the time of making, When o note falls
due on Sunday, or & legal holiday, it becomes payable o ¥ previous, I
o sum [s written at length In the body and also in fizures at the corner
the written words control it. It destroys the negotiability of a note to write
In the body of it any conditiona or contingencies, A valuable conslderation
i not always money. It may be either any gain or advantage to the prom-
isor, or injury by the p i at the y k B request, A pres
vious debt, or a fluctuating balance, or o debt due from o thind person,
might be a valuable consideration. 8o is a moral consideration, if fonnded
upon a previonslegal conslderntion; as, where one promises (o pay a debt
that ia bareed by limitation or by infancy. But a merely moral consjueration
ns one fonnded upon natural love and affection 18 no legal consideration,
No conslderatlon is sufflelent inlaw (£ it be lllegal in its nature, or if dis-
tnetly opposed to public polley. If & noto is payable nt o bank it is only

hands of an innocent puechnse
maturity nod for vialue, The
allow a defense to be setuy
third parties if it ean

(CHECKS.
—_—
ﬂ CHECK on & bank 1sone form of an “Inland Bill of Exchange,™ bat there

18 some slight difference in the liabllity of the parties tolt. A check
requires noacceplance, as a bank Is boundto pay the checks of Its deposi-
tors while still in possessionof their funds, and the drawer of a check having
funds on deposit has an action for damage for refusal to honor his check,
under such cireumstances, on the ground of an lmplled obligation to pay
checks according to the usual course of business. Checks are nsually
drawn payable immediately, but they may be made payable ata futare
day, and In thi their tom bill of {| 1s very close.
As stated, n check requires no acceptance, sofar as payment or liability of
the drawer I8 concerned, but it creates no obligation against a bank in
favor of the holder untll acceptance. When accepted by the bank the word
“pccepted” is stamped on 18 face with the signature of the banker. It la
then sald tobe certified and thereafter the bank Is liable to the holder.
As soon ns the cheek is “certified” the amount la charged against the
necount of the *drawer™ the same as if pald, and itis considered pall so
far as the “drawer” is concerned.

The drawer of & check I8 vot a surety Lo the same sense asls the drawer
of & bill of exchange, but is the principal debtor like the maker of a note, He
eannot complain of any delay in the presentment, for It is an absolote ap-
propriation to the holder of =0 much money, in the hands of the bank, nnd
thereit may lie at the holder's pleasure. The delay, however, i3 at the
holder's risk, and If the bank should full after he could have got his money
the loss 18 his, If, before he presents the check, the bank pays out all the
money of the deawer, then he may look to the deawer for payment. 11 the
holder of o check transfers it to anotler he has the right 1o expect that it
wlll be presented for payment within a reasonable time. He has the right
to expect that it will either be presented the next day or started to the
polnt on which It is deawn,  If 1t s held beyond a reasonable time and &
Toes Is occasioned thereby, the party responsible for the delay must bear
the loss, If n bank pays o forged check It 1s so far Its own loss that it can-
not charge the money 1o the depasitor whose name was forged,  But it is
entitled to recover the money from the party who presented it, Ifitpay a
check of which the amonnt has been falsely amd frandulently increased, it
ecan charge the deawer only with the original amount, provided the drawer
himself has not caused or facilitated furgery by earelessly writing It or
leaving it in sunch handsas to make the forgery oralteration easy. In some
of the States the Supreme Court has decided in eases where checks were
Yralsed" that the drawer must bear the loss as they led to take renson:
able precaution to prevent it. Perforating and cutting machines are on the
market which make it almost impoasible to rajseor alter the amounts so
&s to avoid detection, and the tendeney of the declslons isto regard the use
of these as only n reasonable precantion on the part of check drawers (o
save thelr bank from trouble and loss, Some, however, adopt the plan of
writlng the amount In red ink across their signature.

If many persons, not partners, joln In o deposit they must joln in o
check, Ifa payee's name is misspelled or wrong in a check, the usnal plan
isto endorse it firstexactly ns Itappears and then slgn the name correctly.

There is no settled rale as to how checks should be drawn. Innearly all
the cities it is an almoest invariable rule to make them payable “to order™
g0 na to require the endorsement of the payee; in smaller towns many
check denwers make them payable “to bearer, in which ease they require
no endorsement, and if lost or stolen may cause loss—as whoever presents
euch a check at the bank is entitled to payment.

Drarrs.

DRAFT Is aform of an " inland bill of exchange.,” The two forms of bills
of exchange nsually called * drafta™ are the bank draft (or exchange)
and the*sight or time draft.” The bank draftis, to all intents and pur-
poses, the same ns o cheek, but tho term is usually applied to * eheeks ™
drawn by one bank upon funds which It may have in some other bank,
termed [ts *correspondent,” A deaft is but very seldom made payable to
bearer, it being almost an invariable rule to make them payable to o cer-
tain payee or order. They are negotiable and ean be transferred Indefi-
ely by endorsement. Tf o draft is lost or stolen, plying to 1l ank
that issued it, the payment ean be stopped, and after the expleation of
thirty days s duplieate will be lasued.

The “8ight Draft" or * Time Draft,” in which ease It reads to pay after
nocertnin pumber of days, is a very common methoed of making collections
to-day by ereditors, and it serves the double purpose of belng an order to
pay o n bank or third party, and i3 also a recelpt to the debtor, Tt is slm-
ple in its wording, the following being n general form:

RI000 Crtcano, JUxe 1, 1RM
Ataight (or &0 many s after sight s the case may be) pay to the
order of Bank One Thousand Dollars and charge to my aceount.
To GED, Sivs, NEW York, N, Y Jonx Sius,

[ENDORSEMENTS.

GHE slgnature of any payee or holder on the back of any check, draft,

note, Lill of exehange or other negotiable instroment is termed his “en-
dorsement,” It simply means the placing of the name of the holder, or
payee, on the back of the instrament, thus Indicating that, for o considers
ation, he has relinguished his title to it, aod in the absenco of any condi-
tion or g expresamd in the end . It implics that the en-
dorser will Bee that the instrament is paid in case it [s not taken up by the
maker or payor. Where the instrument is made payable to “bearer,” nsto
ohn Sims or bearer,” no endorsement §s necessary to pass the title—1t
passes with delivery amd may collect orsue upon [t ihe snme as
if he wers the o — T n case of thiskind T aosy holder en-
dorses the instrument, the law is constroed strictly agninst him, aml, as it
was ot necessary for him (o endorse (o pouss Gitle, the law presumes in the
absence of o positive qualification that his endorsement was o Sor the
purpose of indieating that he would pay it if the payor fai o doso,
Whrr- several payees are named o the Instroment 18 must bears the en-
of all of them to pass the title and malke one transfer of it, In

seeessary 1o have the note at the bank at the st d time o
a sufficient demand: and If there are no funds there to meet it, this Is suf-
flelent refusal
Davs of Grack,—In a great many States three “Daysof Grace,” asthey
are termed, are allowed o otiable instruments beyond the date set for
payment, This is not the universal rale, however, s the tendeney of late
years has been toward doing awny with this eustom, and a number of
bolishing the *Days of Grace.” Where
s not specifieally waived in the instra-
ment the payor isentithed to the three days as fully as thongh it were so
stipulated, and the holder cannot enforce collection until the expiration of
three days after the date set for payment.

8".18 OF EXCHANGE.

'HE “bill of exchange' is an open lettor or onder whereby one person e
quests another to pay a third party (or order or bearer) a cortain fived
wum of money. They are of two kinds, the Inland and Foreign bills, the
names of which imply the difference between them. The three parties to
the bill are enlled the Drawer, Drawee aml Payee, The bill must be pre-
wented to the Drawee and if he agrees to obey the order he “accepts™ the
Bill by writing the word “accepted™ across its face and signs his name be.
low it—and thus becomes the *Acceptor.’” The instrument is usually made
negotinble and the payee can transfer it to others by endorsement, which

method of transfer may go on Indefinitely.
The following i% a common form of an inlar
BiLl oF EXCHANGE.

CmicAgo, iz ., June 1, 1804,

Sixty days after sight pay to John Sims, oo order, Six Hundred Dollars,
and charge same 1o my pecount.

To Hesry HoLt & Co.

Boston, Mass.

"1l of exchange:

Joux DoE,

this case, however, their lial ns endorsers s jolnt, not several. But
where two or more hollers endorse one after the other in making o transfer
trem one 1o the other their lability s several, not Joint.

Every check, deaft, bill of exchange, note or other negotiable instru.
ment whi % made i eertain pe 0F order™ must bear the
endorsement of the party named, to pass the title, and even In ecases where
they nre mude payable to “bearer™ it is pencrally enstomary for the party
to whom a traesfer js m 1 qaire the persan from whown be secures it
to ploce his endorsement thereon,

‘There are several kinds of endorsement which should be mentioned in
this connection. The first is the “blank endorsem Sor Yendorsement in
blank," in making which the payec simply places his signature on the back
of the instrument, hout condition or qualiffieation of any kind. This
passes the title to * Instrument, . from that thne on, it becomes pay-
able to bearer, nnd the ttle passes with delivery, ustll some subsequent
holiter sees it to fimit it by making It payable to some other payee, or
places some other qualification o in the end . Whena
negotia lhlf- instrument bearing o * blank endorsement,” has once been put
in i i any 1 holider of it has the Fight to limit orrestrict
it by writing the conditions over his own endorsement, or, by writing over
the endorsement of the original payee, words making It payable to himself
or some other party, *or order,” This point has been decided by the
supreéme courts of several of the States,

The endorsement may ba restricted or qualified in & number of ways.
One, which is called o **full " ia very in the busi
world. It isslmply the act of the payes named making it payable to some
other certain payee or order. To do this, the endorser writes on the back of
the inatrument, the directions, as: * Pay to John Sims, or order,” and places
his signature below it. This does not limit his lability as an endorser, but
the title to the instrument must thereafter pass through John Sims, and it
must bear his endorsement before 1t will be paid or honored.

—
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