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CASE COMMENTARY: THE APPLICABILITY OF
“BAILMENT” ONBANK LOCKERS

AUTHORED BY - AADITYA KUMAR! &
KHUSHI JAINZ

INTRODUCTION:

The bank locker of United Bank of India in Kolkata has been the subject matter of a bailment
dispute between the locker holder and the bank. The ruling in Amitabha Dasgupta V. United
Bankof India and Ors.? by the Supreme Court of India have cleared and clarified many
provisions regarding the Section 148 of The Indian Contract Act which defines “Bailment”,
“Bailor” and “Bailee”. This judgement will have much significance in other jurisdictions and in
such jurisdictionare very likely to follow developed in this landmark case. Clearly, this case
will guide many courtsthroughout India to evaluate the relationship between bailment and
bank lockers. It’s interesting tonote that the Indian Court has started to accept the standards

laid down in Amitabha case which provides guidelines to operate bank lockers.

The core of this case discusses the dispute between Amitabha Dasgupta, who was the holder
of thebank locker and United Bank of India (UBI). Amitabha alleges that there was a
deficiency in the services provided by UBI for bank lockers as the contents were missing and
subsequently filed a consumer complaint. Further, UBI has been charged with several

liabilities: misconduct and negligence, contractual liabilities, mental agony and deficiency of

1 Aaditya Kumar, 1%t Year, ICFAI Law School, Hyderabad
2 Khushi Jain, 1st Year, ICFAI Law School, Hyderabad.

3 Amitabha Dasgupta Versus United Bank of India and Others [2021] 2 ML]J 459. Judgement Dated: 19t February
2021.



services in bank.

The District Forum* held the bank liable for deficiency in service as they’ve opened their
locker even though there were no pending dues but there was no evidence for the missing
content and instead of the request of compensation for Rs. 3,00,000 the forum allowed a
compensation of Rs.50,000 only for mental agony, harassment and the cost of litigation
stating that banklockers beinga part of the constructive bailment under Section 148 of Indian
Contract Act 1872. It was challenged in The State Commission®> for less compensation
amount which even reduced the amount to Rs. 30,000 which was further challenged in The

Apex Court after going through The National Consumer Dispute Redressal Commission.

4 The District Consumer Disputes Redressal Commission.
5 The State Consumer Disputes Redressal Commission, Kolkata.



The Supreme Court of India relied on the guidelines of RBI regarding bank lockers and the
judgement of previous court and quashed the judgement of High Court addressing that bank
can’tgo away from the liabilities towards their customer after violating the rights of
consumer servicesand also addressed the bank lockers as not being a part of bailment. The
decision given by The Supreme Court of India also addresses some appropriate questions

about bank locker services especially regards to bailment with a global significance.

Brief Facts:

The mother of the appellant took a locker (No. A-222) for rent in the 1950’s in the Deshapriya
Park, Kolkata branch. When the appellant re-visited the bank to operate the locker, he was
informedthat the bank had broken the locker on 22.09.1994 because of the non-payment of
payment of rentdues for the period of 1993 to 1994 and the locker was reallocated to another

person.

The appellant claimed that the conduct of bank by breaking the locker was illegal since he
clearedall the dues of 1993-1994 before the breaking up of locker. After this the chief
manager of that bank admitted that he had broken the locker of the appellant without any

justification, and he apologized for the course of his action.

After that, the appellant has gone to collect the contents of the locker on 17.06.1995, but he
only found only one pair of bangles and only one pair of ear pussa out of the 7 ornaments he
sealed in an envelope. However, the bank said that those were the only two ornaments found

in the appellant's locker when it was broken open.

The appellant filed a consumer complaint before The District Consumer forum, to return all
thoseseven ornaments or claim to compensate with Rs. 3,00,000 towards the recovery of the
cost of jewellery. The district consumer forum allowed the complaint and held the bank liable
and told them to compensate Rs.50,000 for the deficiency in service, mental agony and the
cost of litigationas there were no evidence of the presence of all those 7 ornaments. Then

appellant then gone to the State Consumer Forum, and the order came on 12.10.2004 they
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even reduced the amount fromRs. 50,000 to Rs. 30,000.

They further filed the revision petition to The National Consumer Dispute Redressal

commissionwhich was dismissed.

Provisions That Were Applied:

* Definition of Bailment, Bailor, and Bailee Section under 148 of The Indian
ContractAct,1872.
* Delivery of bailee under Section 149 of the Indian Contract Act, 1872.

» Special leave to appeal that is granted by the Supreme Court under Article 136 of The

Indian Constitution.
* RBI Draft Circular on Safe Deposit Locker (2006 Circular)® Issues:

1. Whether the bank owes a duty to the locker holder under Section 148 that defines
“bailment”, “bailor” and “bailee” or any other provisions of The Indian Contract,
18727

2. Whether the appellant has suffered any loss because of the misconduct,
negligence or
breach of contract by respondent?

3. Whetherany compensation should be provided to the plaintiff for such non-

compliance ofduty of care?

Arguments Made by the Parties:

By The Appellant:

1. It was argued that it would be difficult to discover what is in the locker if the matter
was returned to the ordinary court because only the locker owner is aware of it. They

brought up the Charan Singh v. Healing Touch Hospital and Others 7 case to argue that
4



compensation for the service provider's attitude to shift significantly, payment must
be given. In thatinstance, the court ruled that the injured party should be compensated
to forcethe service provider to act better going forward.

2. The counsel also states that once the relationship between the respondent and the
appellantis established as that of bailor and bailee, the respondent's ignorance would
not impact theirobligation to pay the appellant. The counsel maintained on many
occasions that the parties'relationship is one of bailment as that term is defined in
Section 148 of the Indian ContractAct of 1872 and cited the case of Cussen v. Southern
Cal. Savings Bank® which made the bank liable after the money was lost from locker

under bailment in The Supreme Court ofCalifornia.

By The Respondent:

1. Therespondentargued that the earlier decision is completely correct and stated that
if thereis no evidence that all the seven ornaments were there in the locker then one

can’t ask for

6 Draft Circular on Safe-Deposit Lockers (‘2006 Circular’) by RBL
https://rbi.org.in/Scripts/BS_CircularindexDisplay.aspx?1d=3196.
7 Charan Singh v. Healing Touch Hospital and ‘Others LNIND 2000 SC 2115 (2000) 7 SCC 668 :AIR 2000 SC

3138.
8 Cussen v. Southern Cal. Savings Bank, 65.P. 1099 (1901).



compensation regarding the same. They’ve also stated that they already gave

compensationto the appellant regarding the deficiency in their service.

2. The respondent also argued that holding a bank locker doesn’t amount to bailment
under Section 148 of The Indian Contract Act as the bank don’t have any idea about

the contentsof locker which doesn’t fulfil one of the essentials of bailment.

JUDGEMENT:

Despite the fact that the bank was unaware of the contents of the locker, the Supreme Court
ruledthat the relationship between the bank and the locker holder was unquestionably one
of bailor and bailee. The worldwide viewpoint established in Roberts v. Stuyvesant Safe
Deposit Co.” has alwaysbeen there. They also held the bank liable and observed that even
though the client paid all his debts, and they didn't notify him in advance, they nevertheless
broke into his locker. It took the client a whole year to find out! This was a serious betrayal of

trust and wasn't supposed to happen.

This error has no justification. It was the bank's own negligence, not an accident or someone

else'sfault. Here, there was subpar service.

The bank must compensate the consumer with Rs. 5,00,000 as a result. The relevant workers'
salaries—assuming they are still employed—will be the source of this funding. The bank is
responsible for paying itself if they retire. In addition, the consumer would receive Rs.

1,00,000 topay the expense of court fees.

ANALYSIS:

Coming to the analysis, we can see that although many allegations were levelled against the

UnitedBank of India, the main problem revolved around whether bank lockers come under
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the ambit of bailment or not. The prevailing perspective held by courts worldwide is that,
regarding the items the locker holder has placed inside, the bank is in the role of a bailee. In
the case of Roberts v. Stuyvesant Safe Deposit Co.?, the defendant corporation granted the
police permission to inspect and seize the items found in the plaintiff's locker. The items were
later taken from police possession, nevertheless. The plaintiff filed a lawsuit, claiming that by
allowing the police to seizeitems that weren't specified in the search warrant, the defendant
corporation violated the legal dutyof care. The Court of Appeals of New York upheld the

plaintiff's claims and noted the following regarding the parties' relationship of bailment:

"This dispute arose from the defendant's legal connection with the plaintiff, which was that
of a bailee or depositary for hire. Whether the defendant fulfilled the legal responsibilities
and obligations to the plaintiff for the care and custody of her property based on the
uncontested evidence in the record is the central question in this case. It did note, though,
that the plaintiff would have to establish beyond a reasonable doubt that they had placed the
money in the locker

before it was lost. The onus of evidence would thereafter transfer to the defendant bank to
demonstrate that it took the appropriate precautions as mandated by bailment rules to

safeguard itscontents.

Therefore, the court must determine whether the plaintiff had given the bank ownership of

the objects before applying the bailment rules based on the specific facts of the case.

Referring first to the pertinent sections of the Indian Contract Act, 1872 (the "Contract Act")
is important to determine if the bank and the locker holder have a relationship of bailment

under Indian law.

Regulating whether banks are liable under bailment rules for lost items kept within lockers
is a question that is sadly unanswered by substantive domestic legislation or sector-specific
regulations. The Reserve Bank of India (RBI) published a draft circular on safe-deposit
lockers on December 4, 2006.1% Since this circular was simply sent to the banks as a
recommendation, it is not legally enforceable. Reading the 2006 Circular makes it clear that,
even if the bank is unawareof the contents of the locker, at that time the RBI had advised that

the laws of bailment should govern the relationship between the bank and the locker holder.



Additionally, the RBI has released instructions on a number of topics, including the safe
custody of items stored within lockers in 2007 Circular on 17.04.200711, However, the
observation was made that this may not be very relevant to the current case because it was
made in the specific context of returning the safe custody of items to the survivors or legal

heirs of dead locker holders.

The Court further noted that appellants received compensation for items that were stolen or
lost from bank lockers in cases like Mahender Singh Siwach v. Punjab and Sind Bank!! and

Punjab National Bank v. K.B. Shetty12.

One remark from the Supreme Court is that our nation's locker management system is
confusing and ineffective. Therefore, it established a set of recommendations to guarantee
that banks exercisedue diligence while managing their locker facilities until appropriate
directives are given by the appropriate body. Maintaining the locker register, informing the
locker holder of any changes, utilizing contemporary technology for digitization, keeping
track of locker access, carrying out locker verification processes, and other related

requirements were some of the crucial directives.

9 Roberts v. Stuyvesant Safe Deposit Co (1890) 123 N.Y 57.

10 supra.
11 https://www.rbi.org.in/Scripts/BS CircularIndexDisplay.aspx?ld=3422
11 Mahender Singh Siwach v. Punjab And Sind Bank (2006) 4 CP]
231(NQ).
12 Punjab National Bank, Bombay v. K.B. Shetty 1991 (1) C.P.C. 592.



https://www.rbi.org.in/Scripts/BS_CircularIndexDisplay.aspx?Id=3422

Ultimately, the Court decided that, despite the appellant having settled all of his debts, the
bank's action to enter his locker without giving him any prior warning or justification was
unjustified. Therefore, there was an obvious lack of service and a breach of the bank's duty

to the client as a service provider.

CONCLUSION:

Similarly to the bond between a bailor and a bailee, banks have a distinct duty of care to their
clients. The defence that they had no idea what was in the locker is not one they can use. The
confidence of investors and bank customers would be undermined if banks adhered to the
principleof non-liability. In light of this, the Supreme Court ordered the RBI to publish detailed
instructionsin this ruling, dictating the actions banks must take to manage their locker
facilities. It also stipulated that until these rules are released—which must happen within six

months—the comprehensive set of criteria established in this ruling would be adhered to.

Additionally, the RBI establishes detailed guidelines dictating the actions banks must take to
maintain safe deposit and locker facilities. The ability of banks to unilaterally and unfairly

imposeterms on customers should be restricted.



