
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The Negotiable Instruments

Act 1881

Definition sa13 A Negotiable instrument mean a

Promissory note PIN Bill of Exchange BIE
or cheque payable either to order or

to bearer

characteristic Features

1 Freely transerable

a A NI may be transferredby Delivery
or Endorsement delivery

1b NI can be transferred any number

of times till its satisfaction

2 Holder to sue in his own Name The holder in
due course of NI can sue on the

Instrument in his own name

3 Free from defect The HDC obtain thegood
title to the instrument notwithstanding any

defect in previous holder title A HDC

is one who receive the instrument

1 For Considention

2 beforeMaturity
3 without any notice as to
defect in title of Transfero



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

of

4 Presumptions A NI is subject to
Certain presumption

a Considertion Every NI was made accepted
indorsedetc for Considertion

b Date Every NI bearing a date was made or

drawn on that date

Cel stamp That a lost PIN BOE chple was

duly stamped

d HDI That the holder of NI is HDI

c Time
oftransfer Every transfer of NI was made

before its maturity



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Classification ofNegotiable Instruments

Demandorder
Bearer Inland Foreig
Instrument

Instrument
instrument Instrum

in x time

Instrument

chequex

1 order Instrument An Instrument

cal Payable toparticularperson
Ibl does not Containword prohibitingdtransfer

2 Bearer Instrument An instrument ispayable to bearer

a it is expressed to be so payable of
b on which the only or last endorsement is
an endorsement in blank

3 DemandInstrument An instrument whichsatisfies

following Condition

a Time for payment is not specified
b Expressed to be payable on demand

c Can be presented forpayment atanytime



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Note A PIN or Ble in which no time for payment
is specified and a cheque are

Payable on demand Secta

4 Time instrument An instrument in which timeforpayment
is specified and may be payable
at after a specifiedperiod or

b on a specified day or

41 Certain period afterSight or

d on happening of Certain event

5 Inland_Instrument A PIN Ble or cheque is said to be

an Inland instrument if any one of thefollowing
Condition is satisfied

a Drawn or made in India andmadepayable in2nd

or

b Drawn or made inIndiaanddrawn upon PRII

Note Evenif Inland Bill is endorsed toforeign Country it
Cont to be an Inland instrument

6 Foreign Instrument other Than Snland Instrument

7 Ambiguous where an Instrument
may

be Contrued

Instrument either as PN or as a BIE the

holder
may at his option treat it as either

and instrument shall henceforth be treated

accordingly



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

8 Inchoate Instrument

a
Meaning An Inchoate Instrument mean an Instrum

that is in complete in Certain respects

b Treatment when it is in complete Aperson signand
delivers to another a paper stamped in

accordance with law relating to NI either wholly blank
or having written

thereon an incomplete NI

P N Beaver

cheque Time



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

JIGN

PromissoryffI a p.nl is promise topay

1 an instrument in writing
notbeing a banknote orGreeny

2 Containing an unconditional
undertaking

3 signed by maker

4 to pay a certain sum of money
5 to or tothe orderof certain person or to thebearer

Note A PIN cannot be madepayable to Bearer See31of
RBI Act1934 permit only RBI and CG to MakePIN

Payable to bearer on demand

eg al I Promise to
pay

balu or order 500

1b I acknowledge myself tobe indebted toBalu

for 1000 to bepaid on demandfor valuedeleived

C Mr Ball I 0.0 1000

d I Promise topay a sumof 10,000toBalu

after 3 Month



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

PIN

Rohini
5000 Mansi

Payee
Maker
Borrower

lender

Drawer Drawee
Lender or



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

creditor Debtor
credit

peptonegoods

BillofEjÉBoei
1 an Instrument in writing
2 unconditional order
3 signed
4 directing a Certainperson
5 to

pay a certain sum of money
6 to or to the order of certairperson or

to the bearer

Lote A BOE cannot be made payable to Bearer on

demand because ser31 of RBI Act 1934 permit
only RBI CG to make a BOE payable to

Beare

Acceptance of Bill

meaning Acceptance is the indication
of Drawee's assent to the

order of the Drawer

who shall accept A BOE may be acceptedby

a The Drawee of Bill



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

b where there is more than one

Drawee by all or more than one of them



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Q Diff b w Promissory Note and BOE

ANS

Basis PIN 4 B E 5

1 Number Two 1 Makes 2 Payee Three a Drawer

ofParty b Drawee C Payee

2 Maker The maker is the Debtor who The Drawer is the Credito
Position undertake promise to pay who directs the drawee

3 Nature Contains an unconditional Contain an unconditionalorder

ofPaymentpromise by the maker to payee to the Drawee topay to
thepayee

4 Payable cannot be made payable to can be madepayable
toBearerbearerby any person other to Bearer though it

than RBI CG cannot be made payable
to bearer on demand



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

cheque

1
Meaning cheque is a Bill of Exchange

drawn on
a specified Banker and not expressed to
be payable otherwise than on Demand

It include the electronic image of a truncatedcheque
and a cheque in the electronic form

PIN Ble cheque

Olt
Old
BID X X

BIT

Truncated cheque mean a cheque which is truncated

during the course of clearing cycle
either by the

clearing
house or by Bank whether paying or

receiving payment immediately ongeneration of
electronic image for transmission

substituting the

further physical movement
of cheque in writing



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

11 Truncation means Conversion into another form

4 Thephycheque is Converted into an electronic image

c orlfitiiingte.sn

Fety
cities

ImageRettain

Paying
Bank

3 onle original cheques truncated are treated as

Candled and they are kept at Collectingbranch

for any future verification

6 This Process in known as CTs cheque
Truection

system



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

similarities bw BOE cheque

1 Both are BOE

2 Both have threeparties Drawer Drawee andPayee

3 The Drawer and payee may be one and sameperson in both the
Instrument

4 Both must be written Signed
5 Both must contain an unconditional order topay a

certain sum of money
6 Both may be endorsed

Diff b w BOE cheque

Basis BOE cheque

1 Drawee canbe drawn on anyperson including
shouldbe drawnonly

Banker on Specific Banker

2 Payment Payable either on demand or Always payable on

after specified time demand

3 GracedayGenerally B E is entitled to 3days not entitle to anygrate
of grace

4 Crossing Crossing of Ble is notpossible A chylemaybe
Crossed

5 Stoppayment not possible but before presented



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

I cy

Acceptance is not

6 Acceptance A Billmustbe accepted
required

beforepayment canbe
demanded for a

cheque

Negotiation and Endorsement

Negotiation Secly when PIN BLE cheque is transferred
to
any person so as to constitute that

person the holder thereof the instrument is
said to be negotiated

Mode of Negotiation

negotiationby delivery Negotiationby
Endorsement andDelive

Y

1 Serut Instrument payable to 1 See48 Instrumentpaya
Bearer is negotiatedby to order is negotiatedb

simple delivery indorsement and delivery

2 Negotiationoforderinstrum

require twoformalities Holder

should endure it and then he
should deliver it to the
Endorsee



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Types of delivery

Iactual Constructive Conditional

The instrument is The instrument isdelivered Theinstrument is
phy handed over to anAgent or servant delivered upon a

of endorsee Condition orfor
specialpurpose
The instrument

Cannotbe negotiated
untill the Condition
is satisfied

Endorsement

s Definition 15

A Negotiable Instrument is said to be

indorsed

s when the maker or Holderof NI
2 Sign the same

3 for the purpose of negotiation

4 on the back or face thereof or on a

slipof paper annexed thereto
allonge



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Timeinstrument after sight
ispayable a specified numberofdays afterthedate of presented

at sight Payable on demand

2 Parties
Endorser thePerson whomakes the Endorsement

Indorsee ThePerson towhomthe istrument is indorsed

Presentment

1 Presentmentfor Acceptance of BOE 61

a ABOE payable aftersight where no
place or time is specifiedforpresentment
shallbe

Presentedto the Drawer for acceptance

within a reasonable time

on a businessday dairy thebusinesshour

b when the drawee cannot befound after
reasonable search the B E is dishonoured

11 where a BIE is directed to the Drawee at

a particular place it shall be presented at
thatplace

Idl whereas at the due dateof presentment
Drawee Cannot befound after creasonable Search

the BIE is dishonoured



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

e on a defaultof presentment no party thereto is

liable to the person making default
Presentment by Registered letter is also sufficient if
authorised

by Agreement

2 entmentfor q.GEfaie certainperiod aftersight
shallbe

Presented to theMakertherofforsight
by a person entitled to demand payment

within reasonabletime after it is made

on a Business day during Business hour

b on a defaultof presentment no partythereto is

liable to the person making default

3 Presentment forpayment 64 presentment forpayment
shall be as under

Instrument Presented to Presentedby
PIN Maker Holder or anyBOE Acceptor

Person on his
cheque Drawee behalf



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

4 Time of Presentment

a NI Payable in Demand within reasonabletime after it is
received by holder

b NI payable aftersight Pln or B E made payable at specified
date 66 period after sight must bepresented

for payment at Maturity

4 PIN payable in InstalmentsSuchPln must be presentedforpayment
67 on 3ʳᵈday after datefixedforpaymed

of each
instalment

d Hoursforpresentment During the Business hour
65

5 Place
of

presentment

a onlyat specified place shallbepresented or payment atspecified
68.69 Place

b no Place specified at the placeof
business or at Residence

70

a POB ResidencenotknownPresentment may be made to him in
71 Person at aplace wherever he canbe

found



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

6 Presentment
of cheque

a Place must be presented at the bankuponwhich is drawn

b Time withinreasonabletime Bankinghour after delivery

IEP 1 Situations when presentment is not necessary see76

No presentment forpayment is necessary
and Instrument

is treated as dishonoured at the due date

for payment in the following
cases

a Aganist the Maker Drawee or Acceptor

11 If themaker Drawee or acceptor intentionallyprevents
the presentment of

instrument

1 If the instrument is payable at his POB and
he close the Place during the

usual business hour on the due date
iii If the Instrument is payable at some other specified
place and neither he nor any person authorised

topay is found present at such place during the

normal business hour



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

live If the
instrument is one not being Payable

at
any specifiedplace but he cannot befound

after due search

b Thcircumstates wherepresentment is not required

it where the drawee is a fictitious person or

one incompetent to Contract i e Minor
11 where Drawer and Drawee are the Same

person
lil where presentment has become impossible



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Dishonour of NI

Dishonourofchque.mg

1 Dishonour
of cheque for insufficiency offunds see138

where any cheque drawn by a person on an

accountmaintained by him with a Banker

for the purpose of full or Part discharge of
a debt or any other liability
is returned unpaid by bank for

a Insufficiency offund in the account or

b the cheque amount being in Excessofarrangement
Made

Then suchperson shallbe
a deemed to have committed an offence and
b liable topunishment with imprisonment 1
or fine twicethe Amount or Both



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

2 Condition for invoking action uls138

Aspect Explanation

a Reasonfor return a or

b

Ibl presentment chequeshouldbe presented to the
Banker within 3Monthfrm the date

of issue of cheque

4 Notice to Drawer a in writing b MadebyPayee
or HDC

c should clearly demand the payment

d Madewithin 30days of receiptof
info from bank as to dishonour

d Failure of Drawer
The Drawerfails to makepayment
topayeewith in 15daysofmeceptf
Notice

a Complaint withins Month see142 Payee or HDC shouldgive a
Complaint within 1 Month of causeofaction
iefailuretopay within 15days ofNotice

Not Therefore we may
Conclude that Complaint Canb

filed after us days of
dishonor of cheque



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

3 Defence not allowed in prosecution uls 138 See 140

It shall not be a defence in a prosecution

for an offence uls 138 that the drawer
had no reason to believe when he issued the

cheque that the cheque would be dishonoured on

Presentment for the aforesaid reasons i e want of
funds or amount

exceeding arrangment

AInaelangye
See140 of NI Act 1881 clarifies that in a

prosecution under section 138 dishonor of cheque

for insufficiency of fund it is not a valid

defense for the drawer of the cheque to claim

they had no reason to believe the cheque

would be dishonored Essentially the drawer



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Cannot claim ignorance about the

state of their account when issuing the

cheque

See 17
Rules as to Compensation

In Case of dishonour of NI holder Can claim

1 Amount due on NI
2 Exp incurred in presenting noting etc

3 Int 18 p.a



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Summary

Dishoniff
NegÉtiation indorsemlent

Typeset cheque

PIN Promise Holder
BearerInstrument orderinstrument

BOE order Delivery Delivery indorsement T
cheque raaker instfficente

classification disthour

1 aug 1mg

madein did Payable did Autual Constantine conditional

madeinIndia PRII Holder
deemed delivery

2 order Bearer
notice3odaY

Tent ETation

3 Demand Time Drawer

Pay 15days
toHoldefnot

Presentment 11th
ComplaiTime place see



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

IpPI
1 Specimen of PIN

2 Diff b w BOE cheque PIN

3 Truncated cheque cheque in e Form

4 Inland Instrument Inchoate Instrument

5 See47 48 138 76


