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A iﬁa negm;iable instrurln(:;r'lt can enforce his clajm very quickly ‘ément. The holder
rovisions relating to negotiable inst S
; ,,Tt?f\clz’ 1881. The Act 1s applicable to the Whr;;n:fl:llts(jlii given in th.e Negotiable Instry-
| melspeciany deals with Promissory Notes, Bills of Rk :
; o exclude other instruments if they satisfy the congjt;
1 om of the trade. For instance, Hundi is the most
| gare warrant, Port Trust Debenture. etc.

THE RESERVE BANK OF INDIA ACT. 1934

| The Negotiable Instrument Act, 1881 does not affect the isi :

] : provisions of e
| fthe Reserve Baf}k of India Act, 1934, The Central Government and theslicet:::vzgﬁai

| pdiahave been given the monopoly rights of 1ssuing notes (currency notes) in India :

Further Sec. 31 of the Reserve Bank of India Act, 1934 lays down that no person in- India

1 ither than the Reserve Bank of India or the Central Government can draw, accept, make or

{ sswanybill of exchange, hund, promissory note or engagement for the payment of money
myable to bearer on demand. .

No person other than the Reserve Bank, or the Central Government, can make or issue

. apromissory note expressed to be payable to the bearer of the instrument.

,4 PENALTY \
Sec.32 of the RBI Act provides penalty for violating the provisions of Sec. 31. If any

| person makes such instruments, he shall be punishable with fine which may extend to the
amount of the bill, note etc such bill, will be illegal.

‘ DEFINITION OF NEGOTIABLE INSTRUMENT

According to Section 13 "Negotiable Instrument” means a promissory note, bill of ex-

j : tange or cheque payable either to order or to the bearer. ‘ ;
| Sec. 31 of R.B.I Act. the words ‘or to bearer' in respect of promissory notes are inope-
We. However, a promissory note or a bill of exchange, on being endorsed in blank can

payable to bearer on demand.
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e tiable instrument, it rather descrih,
Ab finition hardly defines a negot1a : €8 g o
instngiS iy saying that it means a promissory note, bill of‘exchange or che(IuaeagetI&hl
Law of Banking observes, "An instrument can only be said to be fully neg, tig 8,8

A 3 2 blel ;
the absolute ownershx;_) of the property represented by the instrument vestg i h:{ .
so that (1) he is not prejud :

iced by any defect in his transferor's title and (2) he cang,

instrument in his own name'. . . €op thé |
This definition does not explain the salient features ofa negotta}ble msmﬂﬂent 1

fines a negotiable instrument as if one defines a horse as a horse-like animg) He:i It &

<hall examine the following definition given by Justice Willis : %y,
"A negotiable instrume isub‘ne, the properfy in which 1s aqqulred by any One

it bona fide and for value notwithstanding any defect of title in the person from wh::lk}‘:ﬂ

took it."

i 3 e e
AT AT A POUT B B Pt
e i o A

Above definition concludes that a person acquires a good title if he has take, 5
le of the transferor wqq Neg,, |

tiable instrument bona fide and for value even if the tit A i defoeg
e.2., if he takes a bearer cheque bona fide and for value for even from a thief or 5 £ ey Vhe‘

will acquire a good title. he |
FEATURER OF A NEGOTIABLE INSTRUMENT

Following are the charactertics of negotiable instrument

1. Easy transferability—The property in a negotiableA instrument is transferre
by delivery and endorsement if pay
A

mere delivery, if the instrument is payable to bearer,
able to order.

2. Transferee's title free from all defects—The transferee, who f:akes its bong i
for value and befare maturity (called holder in due course) gets a gf"’d title. .

3. Transferee can sue in his own name—A transferee has right to sue upon 4 egy
tiable instrument in his own name. : :

4. Notice of transfer not necessary—The transferee is not required to give 5 Notige
of transfer to the person liable to pay. '

5. Presumptions—There are many presumptions which are applied to a negotiah,
instrument unless the contrary is proved.

In Marimuthu Kounder v. Radhakrishnan and others, AIR 1991 Ker 39 the Keraly
High Court observed that the presumption as to existence of consideration is not irrefy;.
able. When once the Court finds that the defendant has executed the promissory note, the
the burden is on the defendant to prove that there is no consideration. The initial burde
rests on the plaintiff, who has to prove that the promissory note is executed by the detendant |
If there is an admission by the defendant, certainly there is no burden on the plaintifft, |
prove the execution.

1. As to Consideration—Every negotiable instrument deemed to have been made or
drawn, accepted, endorsed, negotiated or transferred for consideration. As such the holder
need not prove consideration. However, this presumptions would not arise if it is proved
that the instrument was obtained from its owner by any offence. fraud or for unlawful
consideration. £

2. As to Date—Every negotiable instrument is presumed to have been made on the |
date which it bears. o 3

8. As to Acceptance—It is presumed that every accepted bill was accepted withina g
reasonable time and before the date of its maturity.
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£ t is presum '
(ransfer— It18 p ed that every transfer was made before maturity

1o - of endorsem %
b As P t;l: same order in which they appear ndorsements are presumed to have
in : aqQe o 1M ety . !
&ma"e tlo gtamp—I1 C‘:f(‘ AN Instrumentis los
A7 A8 as cancelled.
b “pqmp W .
: far polder is holder in due course,
to

{ e
: }nd'f' MrSe If it is filed
; urs®: a suit is filed for d; .
o 0 ghonour—lia; or dishonour
e o D1 P umes the fact of dishonour of ingty u(::l ::tmstrument the Court, on the
..or denies the execution of the prom; : :
rorkﬁl:zk RS ils) Onn:}s;(;rjlr) ]x:;::atit;k:ng the plea that he
b 01;;011317 Rav v Udayanarayan Panda & Another, AIR 1991 ofi;;;o;; e
; 'ﬂ fhetr N egotiable Instruments ;
¥ s ;
jable Instrument Act deals with only three types of negotiable instruments
!, - sory notes. (lu)_ bills of exchange and (iii) cheques. However, it does not excludc;
_ ﬂy(ﬂpfo jnstfument if it 18 translfelrable by usage or custom of trade. Accordingly, ‘hund;’
; o omz:'rr oo ndividend warrant’, 'bearer debentures', etc, are included in the category of
»hare:'ble instrumellts. ; ' : : -
1 ot ol Bill of Lading—A b1‘11 o.f 'ladmg.ls not a negotiable instrument as it does not
.‘ sta he tWiD conditions of negotlablhty. It is transferable like a negotiable instrument
| ﬂﬁi{ly : does not acquire a good title. It is a semi negotiable instrument.

3

t18 presumed that it was duly stamped

A A TR S B A e

Every holder is presumed to be a holder

b

t SIS .1-.‘-.1.“.4\..-“: E
=1

e Negot

e ransferee
i PROMISSORY NOTE

Sec. 4 A "promissory note" is an instrument in writing (not being a bank-
cy note) containing an unconditional undertaking signed by the maker to
f money only to, or to the order of a certain person or to the bearer of the

According to
{ peor 8 G
B certain sum 0

sstrument- : :
making the promise to pay is known as "maker". The person to whom the

The person :
gyment is lo be made is known as payee.

Examples. A signs instruments in the following terms :

() Ipromise to pay Bor order Rs. 2000
@ I acknowledge myself to be indebted to B in Rs. 4000 be paid on demand for value

received.
(i) "Mr. B., 1.O.U. Rs. 4000 (1.0.U. means, I owe you).

(iv) "I promise to pay B Rs. 2000 and all other sums which shall be due to him." :
) Ipromise to pay B Rs. 2000 first deducting thereout any money which he may owe me."
issory notes and the rest are no

Ofall the above instruments only (i) and (ii) are promi

issory notes. .

. ESSENTIALS OR CHARACTERCISTICS
OF A VALID PROMISSORY NOTE

Following are the essentials of a promissory note : . L

1. In writing. A promissory note must be in writing. An oral promise canno ome
omissory note.
i 2 Promise to pay. There must be an expres
e acknowledgement of a debt is not sufficient.
Mebted to pay B Rs. 5007, is not a promissory note.

pay. It cannot be implied, A

s promise to
4 ote, “I am

For example, a promissory n

e
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aCHe ay promnussory note.

3. Certain and unconditional. The promis
ditional,

FExamples. :
(a) “I promise to pay B Rs. 2000 when I am able topay
(b) “I promise to pay B Rs. 2000 on my marriage with C.
However, a promise to pay on the condition of the happe
happen is not conditional within the meaning of Sec. 4 For example :
1. Promise to pay at a specified time.
2. Promise to pay at a specified place.
3. Promise to pay after the happening o
4. Signed by the maker—The promisso

it has been written by the promisor himself in ! :
done at any place, even at the top or at the back of the instrument. It is not necessary thyy

the signature should be done at the bottom. The signature may be in full or in mere initig)s
It may be in in ink or pencil. Even a rubber stamp or facsimile may be used. The only thing

is that it should prima facie show the intention of the maker to sign the instrument. In cage

the maker is illiterate, his thumb impression is sufficient.
5. Sum of Money—The amount to be paid must be certain, otherwise the instrument

will be invalid. For example, X promises to pay ¥ Rs. 500 and all other sums which become

due. This is not a valid promissory note.
A promise to pay money with interest is valid. If the rate of interest is not given, it will

not be valid. For example, X promise to pay Y Rs. 2000 with interest is not valid.
A promissory note cannot be drawn payable to the maker himself. Such a note is a
nullity. But. if it is endorsed by the maker to some other person, or endorsed in blank, it
becomes a valid promissory note [Gay v. Landal (1848) LT CP 286]
6. Promise to pay must be in legal tender money—The promise to pay must be in

legal tender money.

Examples :
(i) Promises to pay to Y 2000 at Agra. It is not a valid promissory note.

(i) Promises to pay to Y 2000 and a suit. It is also not a valid promissory note.
7. Bank note or currency note is not a promissory note—A bank note or a cur-

rency note is money itself.

e to be valid must be certain ang uncoy

ning of an event which Mygt

f an event which is certain to happen.
ry note must be signed by the maker eyey, i
his own handwriting. The signature may he
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Negotiable Instruments Act, 188] ;
egotiable 1o Mtu’ia:«‘t:rl:;

L Certain p ;

3 s'mt is to be m“"ties--’l,‘l\ta person making the Promige 1.0 the person by whom the
¢ Pw,;nu K Ade and the person to whom the PAYmIor » Loy, the perst k

Py may amed or their designations may be given Mt 18 to be made must be certain,

e
1 [n case

there are two or more persons they wil] bind {}ye
lemselves jointly but not alterna-

vely:
: ”WFORM OF PROMISSORY NOTE

e law has not given any specific form of 4 Pro
must satisfy all the essential conditiong

n but it

for?

Rs. 20,000

On demand, 1 promise to pay Dy Rani

To

" pr. Rani

l“iSS( } : ¢
e LY note, As such it may be in any
entioned above, \

Specimen of a Py,
ote

Kanpur
January 6, 2009
-

Revenue
Stamp
Sd/Deepa

148, Ramnagar
Kanpur-208 001

BILL OF EXCHANGE

rding to sections 5—A bil < : :

ccoditimﬁll order BlEasi b ke L‘Jf l:‘-;\Chl}nge'_ls an mstrument in writing. ¢ ini
neon ’ A 1aker, directing a certain person { e st vl
0 pay a certain sum

i
of mon

pers

ey only, t:l or to the :);‘rder. of.. a certain person or to the bearer of the i :
ere are wree .;\)an SR ..lt—-The maker of the bill is call L; ’m"mbtmn""m'(".
on dlr‘,’fcted t‘.{ pI{fl'v is called the "drawee", The person to whom th e .drmvor ‘ 'l i
d the "payee . the payee holds the bill, he is called the holdere e ishobo pele

calle R L S
it is essential in certain cases for the holder to present the bi

Ta » X . ’ Lo e blu t, \l g ATE) . 2

se of his acceptance. When the drawee signifies his acceptance b(\)r fxli:ﬁ(ii:l;\;;ttl'}:\l htlllll{

[n some cas
n his agent the, drawer and the drawee are the same. Drawer and payee may also be

pill 0
the same.

an acceptor.
es drawer and drawee may be the same person. When a principal draws a

Some other Features—
(i Promise to pay money only.

(i) It may be payable in instruments.

(iii) It may be payable on demand or after a definte period.

(iv) It cannot be made payable to bearer pn demond,

Specimen of a Bill of Excange

Rs. 20,000 Kanpur
January 6, 2009

Three months after date Dr. Ajay Gupta or order a sum of rupees twenty
thousand only, for value received
To S/d

: Accepted Rani
‘ - Ajn Revenue

Vijay Gflp ta. it Stamp

148, Vaishali, :

Kanpur-208 001
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ents Act, 1881 “ Introqy,, tion

SBPD Publications Negotiable InstrutT7

Characteristics of a Bill of Exchange o as follows :
The essential elements of a bill of exchange Ar¢ 2
1. It must be in writing. S omise
It must contain an order to pay and not & P! :
The order must not be conditional.
The drawer must sign the bill.
The sum payable must be certain or capable © s
There are three parties i.e., drawer, drawee and P
The sum payable must be in legal tender money:
It must be stamped.
. A bill cannot originally be drawn, and the words “for value Teceiveq,
b ap

10. The other formalities, like, date, place
drawer. Vijay is the drawee and A:

or request,

r being made certajy

PRI A wy

enw

necessary.

In the specimen given above Rani is the ! i ay
payee. When Ajay accepts the bill by signing the bill, he becom acceptor algy b |

DIFFERENCE BETWEEN A BILL OF EXCHANGE
AND A PROMISSORY NOT

There are the following points of distinction between a bill of exchange anq 4 prmmmﬁIy

note : R
1. A bill is an unconditional order, whereas a note is an unconil)ltlonal Promigq
2. In a bill the drawer and drawee, or drawer and payee can be the same Person.A

promissory note cannot be made payable to the maker himsglf.
3. In abill there can be three parties. In case af g RIDIISSOCy R0t Lo Aare only bwg

parties.
4. A bill payable after sight cannot be presented for payment before it hag been 4,

cepted. A promissory note is not at all required to be accepted.
5. The position of a drawer in a bill is like that of a surety. In a promissory p, the

liability of the maker is primary and absolute. :
6. A bill can be drawn payable to bearer, whereas a promissory note cannot he drayy

payable to bearer. ;
7. Notice of dishonour of a bill by the holder to the drawer and intermediate endorgeys |

is required. In case of a promissory note no such notice is needed.
8. The drawer of a bill of exchange stands in an immediate relation with the accepter |
The maker of a promissory note, stands in an immediate relation with the payee, and th, |

endorser with his endorsee.
9. Presentment for acceptance is applicable to certain types of bills. A promissory note

1s not at all required to be accepted.
10. Foreign bills are generally drawn in sets of three. A foreign promissory note is not

drawn in sets, only one copy is prepared.
11. A bill can be accepted for honour. A promissory note is not at all required to be

accepted.
12. A foreign bill must be protested for dishonour if it is required under the law of the

country where it is drawn. In case of a foreign note, there is no need lor such a protest.

i
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:« a special type of bill
ue is a special typ 1l of exchan
Acheqing to section 6 A 'cheque’ s a bi%le‘

Acczg vo be payable only on demanq

d ba k
3 ' nker with
moneyv Wh()m the dr 1
itﬂd ;he 1t is always payable on demand ang Bt o awer has depos-
5 > sal g A ise,
rhus it can be said that all cheques aré bills of exch’d::;e'but all bil;
2ques: il ilis of exchange are not
ch Pecimen of Cheque
pAY ©. D.K. Verma T
RUPEES : Twenty Thousand only
OR ORDER
XYZ BANK

Shasm Nagar, Lajpat Nagar, Kanpur
DIFFERENCE BETWEEN A BILL OF EXCHANGE AND A CHEQUE

There are following points of difference
1. A bill of exchange may be drawn on any person. A chequa i '
swiﬁed il o qu2 1s always drawn on a
9. Abill of exchange has to be stamped. Stamp is not necessary on a cheque 1
. Abill of exchange cannot be made payable to bearer on de d : ;
made pay able to the bearer on demand. s e

4. A bill of exchange may be payable on demand or after a certain period. A cheque is
Jlways payable on demand.

5. Certain types of bills of exchange must be accepted before they are presented for
yment. In case of a cheque acceptance is not necessary.

6. In a bill three days of grace are allowed to the acceptor for payment. In case of a
cheque no such grace period is allowed.

7. If a bill of exchange is not presented for payment, the drawer is discharged from his
liability. Failure to present the cheque discharges the drawer, only when he has suffered
any loss due to the failure of the holder to present the cheque for payment within a reason-
able time of its issue. | :

Example. X has 2000 rupees in his bank. X draws a cheque of Rs. 1500 to Y. The bank
fails before Y presents the cheque. X is discharged but Y can prove against the bank for the
amourit of the cheque.

8. Payment of a bill of Exchange cannot be stopped. The payment of a cheque can
always be stopped.

9. A bill of exchange cannot be crossed. A cheque can be crossed.

il
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it i ked "after sight
In case the instrument is a bill of exchange and ltésfﬁchzptancerbzlfgol;t thep %
ment cannot; be demanded unless it has been presente € Payy,
Specified period has been over
; . The Reserve B
5_- ;ﬂStnment payable to the bemr on d:;n::;:ble fbaarer to dzr;lk f quia
prohibits issue of bill of exchange or promissory N0 pn ¢ which can issue bi]ls?;d' It iﬁoﬁlq

the Reserve Bank of India and the Central Government ¥ Oteg ¥
: s or notes pa 8
able to bearer on demand. Any person who issues such bt PuEe bear .

t of the ingt
demand is punishable with fine which may extend t0 the amount of the ing b 5
CROSSING OF CHEQUES

cross a cheque two tr.ansverse par :
It is also usual to write the WOrds?geé ling,
0 LI

1

A cheque can be made safe by crossing it. To

are drawn on the left hand corner of the cheque. 4o th
es
between these two lines. However. It is not necessary to:wnile e words. A Crog

T he holder at the coup 81“81'5
direction t : the money to t ter, 3
1on to the paying banker not to pay Clearing House. The name of .

Crossing of cheques had its origin in London R
whose claimgwas cle(:lred was writteg1 across the face of the Chi‘%:;:;:}gt{‘;‘;"o Para]jq) bank,
In the beginning of 19th century, this practice became as ant o t.a ety. =

Crossing is a unique feature affecting to certain fexten th(:i 28 Igsdl.on. of the o
banker and also its negotiable character. It is a pecul.lar me o g %g the msytl:f
ment to the banker for payment of the cheque. Crossing on a o que 1s a directi,, f tb‘
paying banker by the drawer that payment should not be m}f arfk across the Countey, Th:
payment on a crossed cheque can be collected onl()ifl thcli‘ Ougl'lbzd = ae:;' e

i : escri ctio

According to Chorley, crossing may be broadly it broeided pertain congjg::; the

drawer to his banker, that he is only to pay the instrum its f: o are
fulfilled.” According to Section 123, "Where a cheque bears across 11 1ace an additjo, of the

words 'and company' or any abbreviation thereof, between two parallel trﬁ‘f’s"el‘se lines ,
of two parallel transverse lines simply, either with or without the words 'not Degotigh)y
that addition shall be deemed a crossing and the cheque shall be deemed to po CT0sgeg
generally. _

Crossing of a cheque is effected by drawing two par: allel transversg lines with or Withot
the words 'and company' or any abbreviation thereof. A cheque that is not crosseq jg calleg

an open cheque.

Types of Crossing

Crossing are of the following types :

1. General crossing.

2. Special crossing.

(3) However, there is yet one type of crossing which is recognized by usage and custom,
called restrictive crossing ;

(4) Not negotiable crossing.
1. General crossing—In a general crossing, simply two parallel transverse line, with

or without the words not negotiable in between may be drawn. Such a cheque is crossed
generally.

Section 123 in this regard provides “Where a cheque bears across its face addition of the
words ‘and company’ or any abbreviation thereof, between two parallel transverse lines or
of two parallel transverse lines simply, either with or without the words not negotiable that
additional shall be deemed a crossing and the cheque shall be deemed to be crossed

generally.”

‘ : il
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~__ent of the cheque wil] not he maq
€ at the o
payﬂ‘ L Unter,

e al crossing. In a speci
gpeci * Special crogg
: iw nﬁﬁ"’tiable‘ 18 written on the ch ng the Name of 5
“que. Such che %‘Vi{hmwﬁbﬂm
Specially

#‘ .1 crossing implies the specificat
e i oD of the name
F coction 124 in this regard, reads. Whe of the banke,
| T A cheque begy T on the

’qﬁ se of a bank, either with or wig}
ﬁ’”:‘awsmg and the cheque sh t the wOlﬁsm ¢
’d Jel lines is not necessary in be deemed to be : abh' thﬂiadd‘mmm

# R f special crossing i :
e object of 5§ SSING 15 1o direct the drawee banj
. ated through the particular bank ; the chegque

\ mentioned therein, il due only if it

- gyotransverse parallel lines are Necessary for
a -
general crossing. Whereas for o special

_imo po such lines are necessary,

e
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bank. In a cheque or bill the drawer and the payee may be one and the same person

HOLDER AND HOLDER IN DUE COURSE

According to section 8 the holder of a promissory note, bill of exchange or
means any person entitled in his own name to the possession thereof and tq
recover the amount thereon from the parties thereto.

Essential Conditions of a Holder

(i) He should be entitled in his own name to the possession of the negotiable instrumey

(ii) Either holder has the possession or he is entitled to recover the possession. :

A cheqy,

(iii) He should be a de jure (in law) holder and need not be a de facto (in fact) holder

except in case of a bearer instrument. A person who is not in actual possession of 3 nego.
tiable instrument but is entitled to the possession of the instrument is a holder.

Example.

X lost his cheque, It is found by Y, Y is in actual possession but X being the owner, is
entitled to the possession of the cheque. Hence, Y is not holder, although he is in possessio
of the cheque. Here is X the holder, although cheque is not in his possession yet he is
entitled to the possession of the instrument in his own name.

A holder in case of an instrument payable order can be a payee or indorsee. If the
ingtrument is payable to bearer, holder means the possessor. Thus, a benamidar or a trustee
or a guardian who has taken the instrument in his own name is a holder. A heneficial owner
- can not be a holder because he is not entitled to the instrument in his own name,
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Parties To A Negotiable Instruments

HOLDER IN Dyg COURsE

. otrument, the transfe :
. ple INSLELE : ree acqui : )
aﬂegon bl ferce is 2 Rolder s COur(;e res a better title, However, it is possible

27

3‘ &’ﬁf"’fﬂiﬁeque bona fide for value and before mgfy 5y,
(TP % Gue course must satisfy the following diti
C g gder P the holder for valuah] € “Onditions;
L ) po became : Aluable Consideration ;

ge 55esS0T of the negotiable instrument if the : ¥or valuable consideration

the instrument is payable to ordey instrument is payable to bearer, or

.

. dorsee if
o i7" ame the holder before maturity of the ;
fg. He become a holder before maturity. However fouis
i 've When he becomes holder after maturity o
‘1’9 ; }éélled fa holder in due course. Consequently, he
e tra‘n . . '
j g;: 0 e be came phe holder in good faith. Holder became
“;c; 3t 0oV e gohbelz%z: that any defect existed in the title of
& rderive i 1. =
L it 0 <t of good faith is ?vl‘let.he:r holder took the negotiable inst
e te % e mo ( rume
| B care. If yes, e acquired 1t in good faith. He shouid not have been negligent at th,
L b ¢ taking a0 instrument. If a person has suspicion at the time of taking an instrume (ta
.00 ' i z
o3 otbed holder 1n ‘du‘; course., Hg must make enquiry so as to find out the truth. If he
_ bzes = make @y en.qmrifli E ;:lannot e called a.holder in due course,
| } ok es G A bi)li wh c has been tqrn up into pieces and pasted together creates a
, is just possible that the payee might have cancelled it by tearing.

£ ] s
do“](’ﬁ) Where alteration is apparent on the face of it.

Holder should not have notice of defects whether actual or constructive. Notice should
. relation to defects of the person from whom he took it. A defect i i i
111 does not affect the title. ' 0 Lhe EL of pior

parféase Law : Defendants No. 2 to 4 who were partners in a Firm. Defendant No. 1
- pplied certain goods to defendant No. 6 Defendant No. 6 issued two cheques in favour of
e firm in part payment of tl}e cost of goods. The cheques were bought by the plaintiff bank
and their proceeds were credited to the account of the firm and the amount was withdrawn
oo various dates. When the cheques were presented for payment these were returned with
o0 endorsement. full cover not received. It was contended that the plaintiff bank was only a
wllecting agent that there was no consideration for the payment of cheques and he was not
sholder in due course. The plaintiff had acted negligently and as such had no cause of action
sgainst the defendant.

The Trial Court and the High Court held that the plaintiff was entitiled in enforce the
kahility against the detendant the maker of the cheques. The Supreme Court held that the
plaintiff was a holder in due course for value consideration. He could validly maintain action
against all the defendants. Under the Indian law a holder in due course must not only
aoquire the bill, note or cheque for valid consideration but should have acquired the cheque
without having sufficient cause to believe that any defert existed in the title of the person
from whom he derived his title. This condition requires that he should act in good faith and
with reasonable caution. However mere failure to prove in good faith or absence or negli-
gence on his part would not negate his claim. In the present case the plaintiff bank provided

trument : For 4 bill or note he

a cheque, there is no question
even on the day of maturity, he
may not get a better title tilan

a holder without having
the person from whom he

nt honestly and

e i
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TH6T of an iInstrument be permitic Fie: g3
4 an < DE permitied Lo deny the signa.
L’AB“JTY PA;':-)m’r Party to the instrument. 3
IES T
1. Liabjjjy a0

TIABLE INSTRUMENTS

v
H

boun.d in cage O?d(;:h?l‘awer : Acobsa (Becs. 30 to 32, und 35 to 42)
provided due Notice O'f’n_‘mr by the . ”'f“f o Bection 30 the dra wer of & bill or cheque is

2. Liability d"—“honour ha:%i:[:tar’m' drawee thereof to compensate the holder,
cheque h aving gy o & cheqn Biven tx;{, or received by, the drawer.
of such cheque musten f'und,; of the draw:e’ :_ Hfiff'hﬂn 32 lays down that the drawees of 4
must compensa,. thep:;y the cheque thx;r n bm hands properly applicable to the payrerit

This liabiljt Tawer for any | duly Presented and in default of such payment,

1y of the draweg ;. . - 'O88 or Amage caused by such fault

to any compensatiq, for 4n, eel”t‘“wafdﬂ the drawe, only. A hold ,f} -l" : has i

5. Liability = Y damg %€ SUfferey by hi;n ¥ A holder of a cheque has ng right
the :gstincn‘i :;eat;ontr 0 the cor tr::;‘ e oPLor of a bill : Section 32 Tays down that in
bou 7 € Paymens de on the .. %€ of 3 note and the acceptor of a bill are
contrary, the make, of a Promigg, ° Instrument, Ip, the absence of 4 contract to the
exchange are bound ¢, pPay the &mt)urgtnot" and the acceptor before maturity of 4 bill of
of the note or accep Pectivel, thp;eg

e an

default Il for any loss or 44 Or acceptor is bound to compensate
e :

m and caused by such
4. Liability of indorser - g 5
2 : Sect n 35 ArHG
the contrary every indorger of a l_aYS down that in the

: Degotiable
subsequent holder in case of gigh, Ofthe‘{‘;;mr:znt before ma
has been given to or received by,

absence of a contract to
turity is liable to every

- ent, provided due notice of dishonour
; : such indorser, Every indorser, after dishonour is liable as
if the instrument is payable on demand.

5. Liability.of prior parties - Section 36 lays that all prior parties 6 a negotiable
instrument are liable thereon to a holder in due course until the instrument js duly
E Sﬂﬁﬁﬁed

6. Liability of maker, drawer, and acceptor as principal : Section 37 savs that
maker of a note or a cheque, the drawer of a bill of exchange until acceptance, and the
acceptor, after acceptance, in the absence of 2 contract to the contrary, are respectively
liable on the instrument as principal debtors.
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Parties To A Negotiable Instruments

SBPD Publications
ther parties as surety : Section 37 further provid%ﬂm\
for the maker drawer or acceptor asthe 0
. W:the o>
G,

7. Liability of © ]
parties thereto are liable thereon as sureties
may be. _
8. Liability of prior party in respect of each subsequent party. Sec;;
down that each of the above such surety 1s, 11 the absence of a contract to the CoLit n3
tor in respect of each subsequent party. T,
bill payable to his own order on B. A later on indorseg ot
B, Bis the principal debtor, and A, C i Dlilre 0

30

aya

liable as a principal deb
F and

JFixample. A draws &
('to Dand Dto F As between
he principal debtor and 1is his surety.

sureties. As between AandC,Cist

9. Liability of agent. According to Section 28 an agent who signs or indoy
tiable instrument, without clearly signifying on it, that he is signing merely ag anses 8 ngg,
be personally liable on the instrument. &gent,wﬂ]

An agent who si to a agent promissory note, bill of exchange
without indicating ther 0
personal responsibility,
him to sign upon the belie

gns his name -
con that he signs as agent, or that he does no, intend th r cheque

is liable personally on the instrument, except to those w‘ﬁ'el?y e

¢ that the principal only would be held liable. 0 Indy
10. Liability of legal representative : Liability of the legal representative |

a negotiable instrument is unlirited. However, he may, by express agTeementw}-lo s

liability. A legal representative of a deceased person who signs his name to a 4 h"{it his

note, bill of exchange of cheque is liable persunally thereon unless he express] pll'?m_lsm

liability to the extent of the assests received by him as such. 7 Y lmitg his
11. Liability in case of contract of suretyship : According to Section 39 of t},

the holder of an accepted bill of exchange enters into any contract with the acceptg € Actif

under Sec. 134 or 135 of the Indian Contract Act. 1872, would discharge the othe T, Which

the holder may expressly reserve his right to charge the other parties and in such T Partieg

are not discharged. Case they
12. Liability of acceptor when indorsement is forged : Section 41 lays d

acceptor of a bill of exchange already indorsed is not relieved from his liability bOWn that

that such indorsement is forged if he knew or had reason to believe the indors Y reason,

forged when he accepted the bill. ement to e
13. Liability for acceptance of bill drawn in fictitious name : An accepto

a fictitious bill. An acceptor of a bill of exchange drawn inpa ﬁl‘ c;??mt

e drawer’s order is not by reason that such name is fictitious mﬁﬁ

from liability to any holder in due course claiming under an indorsement by the same hanq

as the drawer’s signature, and purporting to be made by the drawer.
14. Liability for instrument made ete. without consideration : According to Sec-

tion 43 a hold.er in due course is not affected by the absence of consideration on the part of
the prior parties. As such he can hold the traasferer liable on the instrument. :

escape his liability on
name and payable to th
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Basy transferah)j ;
A negotiable instrumes One of the e
1 Trs.msfer by ass; nt May . tra:()fl'tant ch
pent: AsSlgflment me&nsgt:;?lent- neg:tffl‘red + 1. by assignment, or 2. by negotiation.
of the Transfer of Pmperty 1 Sf-‘ero ownerfgl.)le Instrument can be transferred by assign-
case Law. X execy, Ak P by a written document under the provisions
der 2 sale deed to 2.2, Suicll) romiss(n.y note in

older in due course, n, suit ecover the favour of Y. Y sold this note by assignment
jue course, yet heis g holdey ‘:is Maintain g, aﬂm““t- X contended that since Z was not a
A, 1881 as he is in POSSessiq h ﬁeani.n V\;as he.ld, although 7 was not a holder in
. his OWD name. An jngy,. € Note ang e Se?*t.-,mn 8 of lthe negotiable instrument
b es only those rightg 2  can b ¢ 48 an assignee entitled to recover the amount
quir hing Panda v. A' Which the transf, ransferred by assignment. But a transferee ac-
[Nal'S i ek Nal‘su,nha w‘tl?yer(oll;)gg?oat_ the time of assignment and no more.

o] rissa 194).
. fftf’eCF“’“ 4,1f an instrument is transferred to
Ol the instrument, the instrument is said to be

OW negotiatiq
ry (Sec.

aracteristics of an instrument,

e view 0
son holqg

(i) Negotiation by delive
1 bearer can ‘be effected by mere deli
sory Dote, bill of exchange or chequ

n is effected ?

v:z;' 'gh(}; f:ransfer of a neggtiable mstrument payable

Dk vablll Ject to the‘provmlqns of Section 58, a prom-
A promissory note, bill of o yable to bearer is negotiable by delivery thereof,

take effect except in a certain event izgsenO: Chequ-e delivered on condition that it is not to

value without notice of the condition) unl(; nggzﬁf‘)’l:n(teicept in the hands of a holder for
(a) X the holder of a negotiabl appens.

, e instrument, payable t st delivers; i 4
keep for Y. The instrument has been negoti ateg_ yable to bearer, delivers it to Y’s agent to

) & the ho!der . Il'egotiable instrument payable to bearer, which is in the hands of
X's bank.er-, who is at the’ time the bax.lker of Y directs the maker to transfer the instrument
Ys credit in the banker’s account with Y. The banker does so, and accordingly now pos-

sesses the instrument as Y’s agent. The instrument has been negotiated and Y has become
the holder of it.

(ii) Negotiation by endorsements and delivery (Sec. 48). A negotiable instrument,
payable to order, is negotiable by the holder, by and delivery thereof.

~ Example : A holds a cheque payable to order. A signs on the back of the cheque and
| wites 'Pay B’. Thereafter A delivers the cheque to B. It is negotiation by endorsement and

dehvery

&
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1] . — A uOLcations Negotiation
e torm ‘delive,

tive deliv ory with unj', nt.q very significant in negatiation, Delivery meang actug)
1o o ot Intention of {y e b d i Or :
mstrumant 18 executed butiis ansferring property in the negotiable ingty, q’"ﬂt /

Exﬂmplu not, dclivered, there is no negotiation. "‘L‘nt, Ifnt}u):
Payee. The nra.: écuted a promissory note but died before deh"en‘n :
T'here jg he : ' Was found in his papers and it was delivered o theg- "'tOt}, .
€ cannot recover the amount, g, ¢ §
to bearer was accidentally lost and picked y i
_ld not acquire any title. However, if he transfe

I it say t, KII?- %aa%
. i i1l acquire d title t i '
Kinds of Deliyeyy, ¢Vl Aedults 8 goud t 1o g NStrumegy - %hy

types for special purpose.
L .iVel'y. I't means physical transft?r. '
hE S h tl}']l:‘c‘tlve dellve.ry. Constructive delivery means delivery ip effect. I
’ Instrument ig helq by one party as an agent for both the Parties My
insnl'&:,‘:x?le : Both X anq v h.ave their accounts in C Bank. X.the holder of , nt-?got'

‘Nt payable to bearer, directs the banker to transfer the instrument ¢, Y o lfib}e
banker does so and accordingly now Bank POSseg:dlt
gent. In this case there is a constructive delivery. 8 the
al delivery, It is delivery for a special purpose, Itiis commg

deliver instrument conditionally or for a special purpose. If condition is pet flllﬁlledIl i
transferee wil) not receive any title, -

Example : X the hol
tion. The bank ne
transfers the inst

3. Condition

der of a bearer negotiable instrument gave it to 4 bank for collee.
gotiated it by delivery to Y. Y will not acquire any title, HOWever, ity
rument to Z, a holder in due course, Z will acquire a good title,
Distinction between Negotiation and Assignment

S. No. Basis Negotiation Assignment

s Act It is effected under the Nego- | It is effected under the
tiable Instruments Act. Transfer of Property Act.

2. Formality No formality is necessary, as | It must be in writing unde,

such it can be effected by de- | the provisions of the Trans.
livery or by indorsement and | fer of Property law.

delivery.

3: Notice No notice of negotiation by | Notice of assignment to the
the transferor to the debtor | debtor must be given to make
is required. assignment effective.

4. Defect of title The transferee is not affected | The transferee is affected by

by the defect of title of the | the defect of title of the trans.
transferor. feror, as such transferee will
not get a better title than
that of the transforer.

5. | Consideration | Consideration ispresumedin | Consideration is not p::(i
case of negotiation. sumed but ha}s to be pro

| in case of assignment.

T ————— S —
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: : tiable instrument to the dr
resenting or showinga nego % : awe
e e o ot 4
- ac'cerl)’re‘ tment for acceptance: Only certain types of billsiof exciange T€quir,
@ t f:: :cceptance. The following bills must be P resented for acceptance ; ™ Pre
B bill payable after sight or after presentment, must be presented for accepy,
(a) A bill pay lated that it shall be presented f,, Ncg,
Aceq
P

(b) A bill in which it has been expressly stipu
or a certain number of days after g
a
te Nogg

tance before payment.
: d day
A bill payable on demand, or on & fixe ’ : . He
not be I;reger}l'ted for acceptance. If presentmex;t fgr acgtzp:?;lg% ilfi 32210::2 ult-is < d"isable
i t the bene rity of g

resent the bill for acceptance SC a8 to ge 2 i
rI:ame and immediate cause of action against the drawee for dishonour by non'a“eptan: :
Rules of valid acceptance are : :
the bill. The ac

1. Acceptance must be given on
P ts, only one of the copies should be accepted. If the acceptq, 2
e course as if each part were a separa, bil
i

case the bill is drawn in se
on all the parts, he will be liable to holder in du ! Yemg
2. Acceptance must be signed by the drawee or by his a'g'ent. Slgl:mg on the b
the drawee, or his duly authorised agent, is essential. The word "accepted" may or may no};
be used but signature must be there.
mpleted by delivering the instrument : Acceptancy .

3. Acceptance must be co
complete only when the accepted bill is delivered to the holder
de in time. Presentment for acceptance must he mage .

4. Ppesentment must be ma
a reasonable time on a business day and
Bill must be presented for acceptanc

ceptance must be given on the b |

before maturity.
e before maturity. Where a period for a presen,
ment is specified, it must be presented within that period. Where no period is specified apg

the presentment is obligatory, it must be made within a reasonable time.
de on a business day and within business hoyrg

Further, the presentment must be ma
Regarding place of presentment, a bill should be presented at the place of business apg
at his residence. Where the bill is presented at the

where drawee has no place of business,

residence, it must be at the reasonable hour.
5. Not more than 48 hours should be given to accept the bill. Not more than 4§

hours should be allowed to the drawee to consider whether or not he will accept the bill
To whom presentment for acceptance be made ? |
Obviously, to the drawee. However, presentment for acceptance may be made to the

following :
1. To drawee or his duly authorised agent.

BR—
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F 2, To his lﬁgal re and Di&?ho . >
¥ 3 Tohis Omcialm‘eaenm 3 nour of Negotiable Instruments 49

| ‘ v g '
J doClared an insolveny (Se *Coiver “h.e drawee, before acceptance, has died.
" 4. Todrawee i caa:t‘ﬂh. 75), U0 if the drawee, before, acceptance, has been
i N
B. :PO acceplor f()r hungu:.eed (Sectiﬂn 3‘%)
6. To all the drawges 1 Section 00,
e they are partnerg to ‘; Gl l

€re
Time and place of Y of th mwt\re More drawees and they are not partners, In
Time of Presentmane rent f pacsr - )
pat time otherwise Within s . X Acceptance

time
a8 bee y : £
done as S00n as Possible as‘mab[e t been preseribed, it must be presented within

> ) 3 me, . ¢ ;
According to Section 6 but N any . 3 Where presentment is not obligatory it should
ours of business, ang j¢ ast' > D!‘esentme’ s maburiy.
- ] e
mgde at an unreasonah)e hoa b 's, ux':f ﬁ{: Payment must be made during the usual
pent is deemed to be duly Ur but the 8 banking hours. However, if presentment is

. Payment ; X
According to Section Bspresem‘ed for payn:e:’tmfu%d on some other ground, the instru-

A note :
eof, must be presen or hil] m
ther ted for ade payable at a specific period after date or sight

: . Paym
According to Section 74 Nent at matypit ; il
e ent within s Kok a Negotiable I ¥ An earlier presentment 1s ineffective,

nab 1 nStmment aya o &) 3
Share 't ote i§ le time afte payable on demand must be presented

. T receipt by t}
e Payable by ; Pt by the holder.

rd day afte Y in :
he thgif;)an wi}{l }&Jetg‘: date for Payment o;::n’:n_ents, it must be presented for payment on
senta € Same effect g5 non- % instalment, and non-payment on such pre-

Place of presentment, gayment of a note at maturity.
speclﬁedv it should be Presented at that ) 9, 70 and 71) In case place of presentment is
Place, otherwise at the drawee,s place of business or

Where a negotiable instrument ;
is ;
it must be presented for payment gt &lade paygble at a specified place and not elsewhere,
Sections 68 an d 69). If no place js *ft Dlac_e n order to make any party liable thereon
S Eusiness; if any, .o abitheiia Specified, it must be presented for payment at the place
e of maker drawee or acceptor, (Section 70).

cAs

a ion : If presentation for acceptance is com-
and the helder fails to pre i :
g::sgirg;harged saleleny liabilli)tyst?)n:ht:; gﬁll :Icl)'r acceptance, the drawee and all the indorsers

Presentment for acceptance when not necessary or excused

In the following cases presentment for acceptance is not essential.

1. If the drawee is a fictitious person.

2. If the drawee is incapable of entering into contract.

3. If although the presentment is irregular, yet acceptance has been refused.

4. When the drawee is dead or has been declared insolvent, the bill may be presented
for acceptance to the legal representative or the Official Receiver or Assignee, as the case
may be.

yIn case of death or insolvency of the drawee. When the bill is not presgnted to the legal
 Tepresentative or Official Receiver or Assignee, the drawer and other indorsers are not

,Marged from their liability to the holder.
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NOTING

Noting (Section 39) is the recording of the fact of dishonour by a It‘}Ot&rY Publi.c upon g,
negotiable instrument. Thus, it is an authentic proof of dishonour ot & note or bi]].

Section 99 provides that if a promissory note or bill of exchange has been dishony,
by non-acceptance or non-payment, the holder may cause such dishonour to be nete dby,
notary public upon the instrument, or upon a paper attache(.i thereto, or partly upop each,

Such note must be made within a reasonable time after dishonour, and must specig, the
date of dishonour, the reason, if any, assigned for such dishonour, or, if .the instrument N
not been expressly dishonoured, the reason why the holder treats 1t as dlshonoured, and th

notary's charges.
PROTEST

Alter a note or bill has been noted for dishonour by a Notary Public, it may he got
certified by the Notary Public. Such certificate is called a protest. The protest is the formg)
certificate given by the Notary Public. This certificate is based upon the above noting.

According to Section 100, when a promissory note or bill of exchange has been dishonoureq
by non acceptance or non payment, the holder may, within a reasonable time, cause such
dishonour to be noted and certified by a notary public. Such certificate is called a Protest.

Protest for better security. If the acceptor f a bill of exchange has become insolyept
or his credit has been publicaly impeached , before the maturity of the bill the holder may
within a reasonable time, cause a notary public to demand better security of the acceptor
and on its being refused may, with a reasonable time, cause such facts to be noted anq
certified as aforesaid. Such certificate is called a protest for better security.

Contents of protest-(Section 101). A protest under section 100 must contain the fo]-
lowing ;

(i) either the instrument itself, or a literal transcript of the instrument and of every-
thing written or printed thereupon;

- (ié) the name of the person for whom and against whom the instrument has been pro-
ted;

(1ii) a statement that payment or acceptance, or better security has been demanded of

such person by the notary public; the terms of his answer, if any, or a statement that he
gave no answer, or that he could not be found;
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Presentment and Dishonour of Negotiable Instruments

f dishonour, and,

Whe note or bill has been dishonoured, the place and time 0
on better security has been refused, the place and time of refusal;

(v) the subscription of the notary public making the protest;

in the event of an acceptance for honour or of a payment for honour, the name of the

- n which, such acceptance or

rson by whom, of the person for whom, and the manner i

ayment was offered and effected. -

2 A notary public may make the demand mentioned in clause (iii) in person or by his clerk
or, where authorised by agreement or usage, by registered letter.

Notice of protest. According to Section 102. When a promissory note or bill of ex-
change is required by law to be protested, notice of such protest must be given, in§tead of
notice of dishonour, in the same manner and subject to the same conditions. The notice may
be given by the Notary Public who makes the protest. ;

Protest of foreign bills. According to Section 109. Foreign bills of exchange must be
protested for honour when such protest is required by the law of the place where they were
drawn.

Right as to compensation (Section 117)

If a negotiable instrument is dishonoured, the holder or payee is entitled to receive
compensation from the person liable to pay.

The rules regarding compensation are as follows :

1. The holder is entitled to the amount due upon the instrument and the expenses
properly incurred in presenting, noting and protesting it.

2. If the person charged lives at a place different from that at which the instrument was
payable, the holder is entitled to receive such sum at the current rate of exchange between
the two places.

3. An indorser, who being liable, after paying the amount, is entitled to the amount so
paid with 18% interest p.a. from the date of payment until tender or realisation thereof
together, with all expenses caused by the dishonour and non-payment.”

4. If the person charged and such indorser reside at different places, the indorser is
entitled to receive such sum at the current rate of exchange between the two places.

5. If bill is dishonoured, it is a usual practice to re-draw a bill for the amount due
together with expenses properly incurred on noting and protesting, etc. The second bill
must be accompanied by the instrument dishonoured and protested. If the second bill is also
dishonoured, the compensation in the same manner, as in the case of original bill, can be

( Byerciaz )

claimed.
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; : : : instruments has two connotat;
The term discharge in relation to negOtlable; or more parties. e

. : of on
charge of the instrument, and (2) discharge nstrument is discharged i

5 3 tiable 1
1. Discharge of the instrument. A negot to b : t
rights under it gre existinguished so that the instrument ceases L0 b€ negotiahle p he

5 : t isdi Or ;
ample, if the party primarily liable on the pegotlabletl?:gi‘;izgeﬁ ansf}}:: f:r‘:z e ne;x&
tiable instrument is also discharged. Aﬁer mstrumex;annOt i ofles ar o
discharged from their liability. Holder in due course the ingty,
ment from any party to the instrument. Tk :

; . rty is said to be discharged from hjg .., .
Digeharge af one or moke parties. apey d. If only some of the pa:t}ibmty

RS ! en

when his liability on the instrument comes to an : :
] : ; i ment continous to be negotiah] a
negotiable instrument are discharged, the instru € ang g,

undischarged parties remain liable on it. The disqharge of ongtor mOIt'féupsl'tleS to an sty
ment does not discharge the instrument and the rights under it can still be enforceq 8gaing
those parties who continue to be liable thereon. 5

The term ‘discharge of instrument’ is wider than the term discharge of party(ies) 1
Instrument is discharged, all the parties to the instrument are al_so discharged automgy;
cally. However, discharge of one or more parties does not necessarily discharge the instyy.

ment.

Discharge of the instrument

An instrument is discharged in the following ways : fal

1. By payment in due course [Section 10 and 82(c)l. .ThIS is the most naturg] and
usual mode of discharge of an instrument. All parties to an instrument are dischargeq by
payment made in due course.

Essential rules regarding payment : These as given below :

(1) The payment should be made by the party primarily liable. When the paymentis |
made by any indorser, the instrument will not be discharged; only that indorser and subge.
quent parties will be discharged.

(2) The payment of the instrument should be made at or after maturity. When te
payment is made before maturity, it will not discharge the instrument unless the instry. |
ment is cancelled. If it is not cancelled if is likely to reach again in the hands of a holderin
due course who can enforce payment /Burbridgev. Manners (1812) 3 Camp. 193. 1951, |

(3) Section 78 provides that Pavment should he made to the holder otherwise if will not
discharge the party liable to pay. In the ease the instrument is payable to bearer, the pay-
ment may be made to any person in possession of the instrument unless there is a suspicion
to show that he is not entitled to payment. In that case payment even to thief or finder wil

(1) iy

|
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’ .DJ. : -
dxscharge the . SC'balge of Ne tiabl : .
made to the p;ylsetl‘ument, Wh gotable Instruments [63] .

' Exampy, A € Dameq.

; €re the instrument ig Payable to order, the payment should be
payment. The . Ul wag dr

awn

g the acceptor ““eptor In ngt dipayable to S.N. Another S.N.

o Howevep : Schargeq The trye S.N. can
o aWhere a cheq. %38e of 5 ch
5 er equ e .

wee is disgh Davable to orgue’ “Pecia] Protection has heen
s dre 5 Dischararged by YIne:tr- TS t0 be indorseq

: Ee by ¢ 0 due coypggr

. . : anc . urse",
| intention °f.d13°hargmg the ation (5., 82@a)]. 1f tp,
| jpstrument is g; € ingt . e holder of an
{ insSY Schay, e Tumen¢ cancels the £

the instrument itSeH'wit}; neg"tiable : ame of the part

may cancel the nepotintys in Btention op .

Eeamales e Tl e I;:ment i Scoriarg}ng all the pa.rne‘s to the instrument. He
: E, the holder N S 2000 op v : :
: , ebh 1 Y. indorsed the p, 11t ¢

e liabilitl > Cance]g the ng €billtoZ,Z, to D and D to £,

me of the ¢
It should be noted ¢, ty S depeng € drawer X Now Y, Z and D are also

®t Upon the Jighil;
3 ; ¥ of the drg i
An accidenta] cance]] Cance ation ghgy i

. ou be intellt.o l
at ()n wi 10na .

M charge the jngt To dj : |
: il Y prim 2 g Strument Tq discharge the instry.
who is secondarily liab]e is cane arily liaple should he cancelled. When the name of a party

= - : Can el] ; s
quent parties will be gjg ed i the instryme, o Will not be discharged; only the subse-

so that it may not e us al case, The instrument should be destroyed physically
Case Laws :

X accepted a bil] anq Yfor gets;
i

and returned the bil] 4 X, X tore the bil] i, hallflg it discounted, y failed to 'discount the bill

the pieces on the rogaq. Y pickeg % With the intention of cancelling it ang threw
appeared to have beep folded fop S

gfgll?) :tieges anl;i Pasted them together sq nicely that it 7
. 0dy rather-than cancelled. Y d it so that it
ched a holder in dye course, ) bassed it so that i
;fzf'zm erose (1897) TOB (.. €. The coypt held that x was liable on the bjj]. {Ingham v.
3. By acceptor of a bill b

When a bill of exch h‘j‘"’mm' & its holder (Section, 90
€n a bill of exchange whjcp has been ne otiated is. at A
acceptor in his own right, the Instrument is g; g 18, at or after maturity, helq by the

picked up the bill and got the
still recover the amount from

ACE L e SOl

e

granted by Section 85(1) :
by or on behalf of the payee, the

FE L e G N U A

instrument with the
¥ primarily liable the

L

PR A ek 3

ed agajn

been cancelled then all the indorsers subsequent to him will be dischgrged but thqse prior to
m will remain liable. Where the cancellation is done under a mistake, or without the
aﬁthority of the holder it would be inoperative and can not discharge any party.
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egutiable Instruments
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W : nt releases the Pm}’m
2. By release [Section: 82(b)]. If the instruel’ | on js also dischane.n iy
the instrument or otherwise discharges him. 1h€  liaKle og fh oy
3. By payment [Section. 82(c)]. When the Paft'g’ pr;rties AT instrue Ingt
makes the payment, the instrument as will as all the p Ment

charged.

4. Discharge by allowing more than 48 o han 48 hours t o
[Section 83] If the holder of bill of exchange allows ~I00% t S to the g, . Ml

. i arties not co . raw
consider whether or not he will accept the.blﬂ, all P}:‘;";{’&fr-p nsenting to?u:’
allowance, are discharged from their liability to suc A ien i8] Achs h

5. Discharge by delay in presenting cheques [5€ : que myg¢ b

2 is not
sented for payment within a reasonable time- Where &la;}ézfxl;:gle throrl)xrge}?et?;teg for ayn?:&
within a reasonable time and the drawer suffers actul 9 celay, he j s

: s Sty | g
that extent discharged from his liability. )
Example. X issued a cheque for Rs 5000 to Y- W}l;e? :1111: cc}]::q::: should gy, -
presented, there was enough balance in his accm.lnt- o fisch 4 dlfs‘r dElaned beyo 1
reasoaabls time and the bank fails in the meantine. - ;Snklsc TR L e liahili?(i
However Y can claim Rs. 5000 from the liquidator of the b : di 4
In this example if before X could present the cheque ' '{he (:I S
fails X will not be discharged because X has not suffered any loss due to the pres
the cheque which was in time. ; ;
6. I;lischarge by qualified acceptance. [Section.86]. A holclller is e_ntltled t0 object .
qualified acceptance. However, where he does not object to suc guahﬁed acceptancg a
alified acceptance are discharged to sych holge
r

other parties who do not consent to such qualified a¢ s MelderaE
and those claiming under him unless, on notice given by the holder, they agree t, such

acceptance. . :
7. Discharge by material alteration [Section 87]. Any material alteration ofs &
d as against any one who is party theretq g the

negotiable instrument renders the same voi :
he party consents to such alteration or it Wag

time of making alteration. However, when t : . :
made to carry out the common intention of the parties, the alteration does not discharge the

original party. ol -
Any alteration made by the indorsee, discharges his indorser from all liability to hy,

However, an acceptor or indorser is bound by his acceptance of indorsement if the alterp,.
tion was before he accepted or indorsed the instrument.

An alteration is void only if it is made subsequent to acceptance or indorsement.

8. Discharge by payment of instrument on which alteration is not apparen;
[Section 89]. When an instrument has been materially altered but does not look like that o
where cheque has been crossed but does not appear to have been crossed, e.g., crossing
clearly erased, the person paying or the banker is discharged from all liabilities thereon,

Section 89 (1) lays down that where a promissory note, bill of exchange or cheque has
been materially altered but does not appear to have been so altered, or where a cheque is
presented for payment which does not at the time of presentation appear to be crossed or to

have had a crossing which has been obliterated, payment thereof by a person or banker
liable to pay, and paying the same according to the apparent tenor thereof at the time of
payment shall discharge such person or banker from all liability thereon; and such payment
shall not be questioned by reason of the instrument having been altered, or the cheque

crossed.
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