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Negotiahle Instroments:-

Negoﬁable Instroments is an Instyument which is

reely transferable from one persom to another by mere
delivery or bg indovsement and delivery.

[ Promissory Notes: |

A promissory note’ is an instroment in witing
(not belng a bank-note or a cvrrency note) contam\ng
an unconditional ondertuking 5790(’6? by the maiker, 1o
pay a certain som of money only 0, or to the order of,
a (eyta\n persom, o1 to the bearer of the instroment.

Parhes to promissery note'-
) Maker- The person who makes the promise b pay
is called the maker.

He is the debtor and must sign the instrument.

2) Payee:- Fayee is the persom to whom the amount on the
note is payable.



Essential chavacterstics of a Prom‘lssmg notesl-
@ In wnting:- An oral promise pay is not sufficient .

5) There must be an express promise f© pay.
Mere acknowledgement of debt is insufficlent.

g The promise fo pay should be dehinite and
unconditional. Howevet, The promise o pay may be
subject t© @ condition, which acovdmg o the didinay
experience of mankind ,is bound to happen.
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Salman khan promises [0 pay ¥ 5,00,000 ® Ankita mam.
seven doys after his maniage with AishwaryaRai.



(The promissory note is invalid as marriage with
F\‘\shwmga Ral may of Moy not happen)

d] A promissory note must be signed by the maker
otherwise 1t is incomplete and inefective.

e) Promise o pay money only.

t) Pomise fo pay a Cerfain som.

q) The maker and payee must be certain, debnite and
cifferent pevsons. A promissory vote cannot be made
payable fo the bearer.

R Stamping:- A Promissory note must be properly

stamped in accordance with the provisions of the
Indian Stamp Act.



A Bill of exchange is on instument in writing
containing on unconditonal ovder, signed by the maker.
d'\recHng o cevtain person. o Pa{ a certam sum of
monel only to of b the ovder of a certain person o fo
[he bearer of the instrument

Pavhies to the Bill of exchange'-
d) Drower- The maker of a Bill of exchange.

b) Draweel- The person divected by the dvawer b pay
is called the dvawee.
On Accepfance of the bill, he is called an acoptor
and he is Mable for the payment of the bill
His liability 7s primary and unconditional.

) Payee- The person named in the instument , i
whom or o whose order the money is by the
insbument , divected b be paid.



Essential characterstics of Bill of exchange:-

a) Tt most be in wﬁh’ng.
D) Must contain an express order 1o pay.

¢) The order fo pay must be definite and unconditional.
d) The drawey must Sigﬂ the inshument.

e) Dyawer, drawee and payee must be certain.

) The sym wmust be certain.
9 The order most be 1 pay money only.
h) It must be stamped.

Difrence between promissory note and bill of

exchange.
S.no Basis Note Bill of Exchange
Promissory
1. | Definition "A  Promissory Note" is an|"A bill of exchange" is an}|
instrument in writing (not being a | instrument in writing containing |
banknote or a currency-note) | an unconditional order, signed by
containing an  unconditional | the maker, directing a certain |
undertaking 5'9”_€d by the maker, | person to pay a certain sum of |
fo pay a certain sum of money | noney only to, or to the order of
only TO' or fo the order of, a|, ceptain person or to the bearer
cerfam. person, or to the bearer oF #he ThetrlirmeET.
of the instrument.
2. | Nature of | In a promissory note, there is a | In a bill of exchange, there is an
Instrument | promise to pay money. order for making payment.
3. | Parties In a promissory note, there are | In a bill of exchange, there are 3 |
only 2 parties namely: parties which are as under:
i.  the maker and i.  the drawer
ii. the payee ii.  the drawee
iii. the payee
4. | Acceptance | A promissory note does not|A bills of exchange needs |
require any acceptance, as it is | acceptance from the drawee.
signed by the person who is liable
to pay.
5. | Payable to| A promissory note cannot be | On the other hand, a bill of |
bearer made payable to bearer. exchange can be drawn payable |
to bearer. However, it cannot be |
payable to bearer on demand.




[Chegue -

A cheque is a Bill of exchange drawn on
specified banker and not expressed to be payable
othewise than on demand and it incudes the
electyonic image of a tunacted cheque and c
cheque in the electronic Form.

Parttes to cheque

) Dvawer- The person who dvaws a cheque i.e, makes
the cheque (Debto). His llability is primary
and condiHenal

1] Drawee- The specfic bank on whom cheque is drawn.
He makes the payment of the dheque
In case of cheque, dvawee i alwugs banker.

" dvawee in case of need - When in the bill or in
any indorsement thereon, the name of any person
I given in addition fo the dvawee k be restoved
D in case of need such person Is called a
“drawee 0 case of need”

] Payee- The pevson navmed in the instrument , fo whom
oY b whose ovder the money is. by the instument
divected o be paid , s called the payee

The payee may be the dvawer himself oy thivd

pmhd.



/

cssential chavactershics of a cheque-

A cheque is o spedes of Bill of exchange. Thus, it
should fulklL:-

@) AN the essential characterstics.

5) Must be drawn on a specibed banker.

Tt must be payable on demand.

) Bearer Instrument -
It is an instument where the name of the payee
s blank.

5] Ovder Instrument -
It is an instrument which is paléable to a peyson,

such instrvment can he negohated by Indovsement
and ddi\mtd.

3 Inland Instrumentr
A promissory note, Bill of exchange or cheque
dyawn or made n India and moj@ pagab]e n,
or drawn vpm any person vesident i India shall
be deemed tv be an inland \nstrument.



4] Foreign Instroment -
A Fmreign nstrument is one which s not an
inland instrument

Liability of maker) dvawer of foreign bill

The " liabllity of the maker of the dvawer of a foreign
promi ssory note or bill of exchange ov cheque s
T@gu\ated in all essenbial matters bH the law of
the place wheve he made the instiument , and the
respechive liabilites of the acceptor and indorser by the
law of the place where the Instrument is made
payable.

5) Inchoate 1nstrument

It means an insfrument that 's incomplete in certain
Yespecls .

The drawer/ maker/ acteptor /inclorser of a negohiable
inshument may sfgn and deliver the instrument 1o
another person in-his cupacly leaving the Instrument.
either who\\y blank o3 having wyitten ‘on it on the
word incomp]el‘e.

Such an instument is caulled an inchoate nstument
and this gives a power to its holder fo make it
comp\ete by Milafs any amount either within |tmits
spec\f-N?d theren or” within the Limiks specitred bg the
stamp s afhxed on .



L'iab'\lirg on dYawmg choate nstrument |-

The persom signing and clelive'ring the inchoate instrument
’s liable both o a holder and holder 1n dve course

However, The holder of such an insthument cannot recover

the amount ™ the excess of the amount. intended o be

paid by the signor.

The holder in due cowse can. however. vecover any
amount on such instrument provided it is
covered by the stamp aHixed on the instrument.

6) Ambiguous Instroment:

Where an Ynstrument may be construed either as

promissory note oy bill of exchange , the holder may
at his elechn treat it as either, and the instrument

shall be Hence forword reated &cfovcllngly.' that
the holder may al his discretion  treat itos either
and the Inshument shall thereafter be treated
accordingly . Thus, abter excercising his option, the
holder cannot change thal 1t is the other kind of
instrument .



Negotiation (Transfer) of Negotiable Instruments:-

When « negoliable instrument is bransterved to
any person with a view fo conshivte the person

holder thereof, the inskument is deemed to have
been  negotated.

1] A promissory note, Bill of exchange or cheque
payable W “bearer is negoliable "by the delivery
thereof .

i) A promissory nofe, Bill of exchange or cheque
payable t order 1s negotiable by the holder by
indovsement and delivery thereof

Excepbion: A promissory note, Bill of exchange or

cheque delivered on condfin that it is not to take
effect except in a cevtaln event is not negohiable.
less such event happer

Importance of Del‘\vmg in Negohah(m

Delivery of an mstrument i essential whether the
instrument s payab\e to bearer or order for efffch\ng
the negotiation .

The del\\le*rg most be vfoltmtcnrg and theobect of
delivery should be to pass the' property and the
instument to the person o whom |t is delivered.



When an instument is conditionally, or for a special
purpose onlg, he pﬂ)peﬂy in it does not puss fo the
transfevee | even though Stis indovsed o him, unless the
instrument is negoliated to a helder in due course

The contvact on « Y\Q;,Oh”able instument  unhi) dQHvPTH
remains incomplete and revocable.

The dQ“VE”{a is essenBal not onlg at the bme of
nego Hation “but also af the time' of making or drawing
of negoﬁab\e Insfr yment.

The 7ights in the mstyment are not transferved to the
indorsee unless after the indovsement the same has been
delivered.
1F a person makes the Indovsement of instrument but
before the same could be delivered o the indorsee the
indorser dies, The legal vepresentalives of the deceased
person cannot negolfate the same by mere delivery
there of .



Dishonour of  Cheques for insufficiency of funds in the

a

Where any cheque dvaum by a person on an account
maintained by him with a banker -

o fox pay ment of any amount of MoNngy

* To anpther pevson From that accovnt.

* for the discharge, in whole or in part, of cny debt ov
other lability LA cheque given as gitt oF dona{'on,ov
6s o securily or In discharge of u mere moral
obligation, or for an illegal consideraion, would be
ovfside the purview of Fai‘s sechiom)

* Is reluned by the bank unpaid.

* cither becavse of the-

i) amount of money sfcmcling fo the cvedit of that
accont s insuftident [ honor the cheque, or

1] that ft exceeds e amount ananged to be
paid fiom that account by an agreement made
with that bank, sudh person shall be deemed b
have «mmitted oan oHence and shall | be
pmished with mprisonment for o tem which
may extend v two years, or with Fne which may
extend t hwice the amount of the cheque o
Wi th  both,



When section 13¢, shall be not apply : ynless the helow
given_conditons are complied with -

) Cheque presented within validity period:-

The chegque has been pﬂ?Sin‘Qc\ © the bonk within & -

period of thvee months hym the date on which i Is
dvawn or Within the perfod of itu&lﬁi%ﬂ whi chever is -
earlier. 4

k) Demand for the pay ment th'rbUghihe notice:-

The payee Or the holder in dve covrse of the cheque
makes « demand for bhepagment of the said amount
ob money by giving a nohice , In_Liting . o the dvawer
of the cheque ,mﬁm\n 30 days. of the veceipt of
information by him_From_the” bank Tegmcliﬂg the vetoyn
of the cheque as «wnpaid

() Failure of drawer fo make payment -

The dvawer of such cheque fails o make the
P“HmQ”tOF the said amount of money to the payee
or, os the case May be. v the holder In due (ourse of the
cheque within fitbeen days of the receipt of the said

NORCL-




F’resumphtm in Favour OF holderl

When o cheque is dishonoured | it shall be presumed
that the holder of a cheque veceieved the cheque for the

discharge  1n whole o7 in paTt or_any debt or other
quhﬂﬂx&,-

Defence which may not be allowed in any pmsecuHon )
onder sectiom 133

It shall not be a defence in o proseco Hon of an
offence onder secton 133 that the dyawer had no
reason (o believe when he issued the cheque may be
dishonmouwred on Presentmtént for the yeasons stabed In
that sechon.

Presentment for acceptan ce:-

A Billof exchange payable after sight must be
presented “fo.the drawee thereof for acceptance by a
povson entitled b demand. aceeprance , within o reastmable

_Bme after it is dyawn and In Business houys on a
business dagﬁ



Presentment of promissory nobe o sight -

A Pmmisswg note, pa able at a certaln peﬂod after
sight ,must be presented to the maker thereof for the
sight by a person entitled © demand pagment within
o veasonable Hme after 1t is made and 1n Bysiess hous
on o busingss dag,

In default of such presentment, no parly therelo is liable
thereon o the person making such defavlt:

Drawee's Hme for deliberation -

Presentment  fox paamenf -



1n_defavlt of such presentment , the ‘other partes there
ave not liable tereon to such holder.

o~

Exception:- Where o promissory note is pagable on demand

and Is not payable at a spedﬁecl place, no_presentment is

NP(C ’n DIAPY 10 cNATg N Makl

Houvs for presentment -
Presentment for payment: must be made dusing the
usval hours of business.

Presentment for payment of instument payable affer
dabe oy sight.
A pmm\ssorg note or Bill of exChange,made pc«aable

uf o spected “period atter date or sight” theveof , most be
presented for payment or matusity.

Presentments for Payment ofF promi ssory s
payable by instalments:

A_promissosy note payable by instalments must be
presented for..payment~on the third day after the dote
“Fixed for the pa\dment of euch instalment and non-payment
- on such“presentment has the same effect as non- payment

of nmethnaJm\ly



Presentment for payment of instument payable at specified.
place and not else where'-

A Promissory note, Bill of exchange 0 cheque madle,
draun o auepfed Payqble at a specified pluce and not
else where most, in ordor o chmge any party thereto, be
presented for payment at that place.

Instument payable af specified place:

A Promissovg note o1 Bill of exchange made, drawn or
acepted payable ot o specified place” must, in order. ko
charge the maker or drawer theve of, pe presented for
payment at that place

Presentment  where no exclusive place specified

A Promissory note 67 Bill of exchange , not made payable
ot a spedhied plae most be presented for payment at the
plute of business or at the ysval residence, of the maker,

dvawee ov acceptor theveof, asthe case may be

Presentment when maker,etc has no known place of
busingss o1 vesidence

IF the maker , drawee or acceplor of a negotiable
instument has no knoun place of business Or fixed
residence, and no place Is specitied In the instivment for

presentment may be made ko him in. pevson where ver he
can be found



Presentment of cheque to charge dvawer:-

A cheque must , in order I charge the drawer, be
presented ot the bank opon which it is drawn before the
velation between the drawer and his bantey has been
altered b the préjudice of the dvawer.

Presentment of cheque o charge any other person'-

R cheque must, n order fo charge any pevson except the
dvawer, be presented within o veasonable tme after
delivery there ok such person.

Presentment of Instvuments Pagable on demand-

Negotiable nstroment payable on demand must be
presented for payment within o« reasonable fime after it
Is veceieved by the holder.

Presentment by or fo aaent, representakive of deceassed,
or asignee of insolvent -

Presentment for aceptance or payment may ke made b
the duly avthovised agent of the dvawee, makor or atceplov
as the Case may be o where the drawee ,makor oy acceploy
has died or his legal vepresentative ov where he has been
declored on insolyent o his kssignee.



Excuse for delay i presentment for uceptance or
payment -

Delay in presentment for acceptance or pagment is
excused iF the delay is cased by civ cumstances beyond the
control of the holder and not impotable to his defavit,
misconduct o negligence. When the cause of delay

ceases o operate , presentment must be made within o
Yeasonable time.

When Presenhn@nt oNnecessary -

No presentment for payment is necessary and the
inshument is dishonoured at the dve dabe For presentment
in any of the Follou)ing COSLS -

o] ) 1F the maker, drawee or aceplor intenbionally
prevents the presentment of the Insvument, or

) 1F the \nstroment be‘ina pqyab)ﬁ at his P\aaz
of busivess , he closes such place on G business dug
dw‘mg the usugl business houys

) IF the instrument b@‘mg pc.yalole at the some Other
specified place , neither he nor any person
aothorised fo pay Tt attends at such place
during the osual ~ business hours o7



i) IF the instiuments not being payable at any
specified place, he cannot after due seurch be

found.

b) As Against any  party sought fo be chorrgecl there
with Tk he has” engaged to pay ot with sfandiﬂg
noN- pv esen tment .

Q Ps against any pmty if, affer matwily, with knowledge
that the instrument has not been presented -

° he makes a part payment on account of the
amount due on the insbhument

* o promises ko pay the amount due thereon I
whole or in paif.

* 0 othevwise waives his ¥ight fo take advantage of
any default in presentment for payment.

dj As agoinst the dyawer,if the drawer covld not
soHey damaﬂe fom the want of such presentment.



The Compensabm payable In case of dishonour of
promissory note , Bl of exchange or cheque , by any

party liable to the holder oy any endorsee , shall be
deteymined bg the Follow'ing Y05 - N

@) The holder is enkitled to the amount dve upon the
nstrument , together with the expenses malg
Incurred i presenting , notng and. probesting it :

0] When the person chavged vesides ot & place different

from that ot which e tostument was payable,
the holder is enHtled fo yeceieve such sum at the

curvent vate of exchange between the buo places

¢) An endovsey who, being ITable , has pald the amount
dve on e same is enhitled b the amount so paid
with Tterest ot 184 pev annum from the date of
Pa&ment unti] tender or vealisaton thereof, bogether

with all expenses cavsed by the dishonour and
payment-

4 When the person chavged and such endovser reside
at dittvent places, the endovser 15 entitlec] to vecejeve
such sum at the curent vate of exchange behueen

the two places.




