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Promlssory note
\W AW B l\\N LAW  LAW

A promssoﬁ&note S dhn Instrumentiin Wrkting

(not b ank-note ior a, “edfr ‘
coftaini nconditioal uflceredi o 'SI |
by the maker to pay a certain_gtim of money

only-to; or to the order of, a certain person, or
to the bearer of the instrument®™™

y
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A signs instruments in the following terms
(a)"l promise-to pay %r order Rs. SQO-u

(b)" 1 acknowedge myself to be indeljied t<$>

B in Rs: Q(gto be pa«dﬁn Q)@Mffﬁm g

value received:”
(c) Mr. B, O U Rs::1;000."

(d) | promise to pay B Rs:500 and all.other
sums which shall be dueto him."

(e) | promise to pay % 500, first ‘
deducting there out @iy money which he
may owe me." £
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. Other formalities -
It may be payable on %and or after a definite

Essentials of Pro Note

VWV AW : \N LAW LAW
It must be in wrltlng\‘\ S

The promise to pay must be express S R
The promise t6' pay must‘be uncondltlonau—' ! g

It must-be sighed by theimaker _ > >
t be certﬁ / E’ /i g
ng r%e to pay rtaﬂ\ sum . " '
The promlse should be to pay mone‘y and money
Only e = .'.'."' " -
The payee must be certain 4 o

period
t cannot be made payable to bearer on demand




Specimen for of pro note
\W s AW \!p\\N' | LAW LAW
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deftand promlse A(/’ r oér |
Rs.2000 ( Rupees two thousand onjy) with interest

at8 per cent pQ.t annum-for value recelved
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| » Stamp
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Holder in.due course
W AW T AW LAW

"Holder In due course® means any person

who | for ‘EonS|de‘r’\tlon becam§ g
pOSSessor of, a prom| SOLy, Rote |
emhaé heque | yalﬂd@"@a&r
the payee or endorsee thereof, lisfpayable to
order]; before the“amount méntioned in it

became payable and  without Ing
sufficient cause to %eve that an ect
f

existed in the title of glae person from whom
he derived his title.



Holder

Wa AWS % ;\\N LAW  LAW

The "holder" of a promissory note, b|II of

exchange or Cheqme means any% g
entitled”in hiS;own na%‘to the—possEssi|
thie*reoé.I d grecelve reclf(/ﬂ!!ﬁ.’alﬂou
due thereon from the partigs thereto.

Where the note, bill" or Cheque IS lost or
destroyed its holder is the- pe$ SO

entitted it the time ~0of such or
destruction. /
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Paym‘ent In due course
\W AW | \;\\N LAW LAW

“Payment in-due courseé: means payfn.ent tn..
accordance with the-apparent tenor3si

mgrur%n % good altl'y/,,im i hol%
neglige any person In possessm
thereof under circumstances, which do not
afford a ‘reasonable ground_fgr believing,

that lie iIs not entitled to receive pam of
the amount therein meftioned.



Endorsement
WA AWE" AW LAW

When the maker oréﬁplder of a ne?iable

mstrument signs th ,&me otherwi

ﬁégoi% gieerbac fheéelg r& ﬁ)r

a slip of paper annexed theretopor so signs
for ‘the same purpose a stamped paper
intended to be completed aSTa negssiable

Instrument, he'Is said 40 endorse the=same,
and Is called the "end@fser".

o’-



Bills Of Exchange

W3R NS LAW AW

U/s 5
“oan mstrument m" ertlng cont@ng _an
unconditi rder ed, ~by—th -
dlref;tlnggI certaln (ff (HEHQ/ (’hly
to order of a certain person or to»‘the bearer of

"

the instrument,”

- —



Essentials of a bill of Exchange

W AW & \I\\N LAW LAW
1.1t must be in writing

2.1t must contailn an unconditional ordeir tp P
3. tmust t.be %ed by}o drawer %L

“Tcni b e sy

|H$tru
5.The order must be 1o pay a ce'rtaln sum of

money.

6.The mstrument must contain‘an orcemss pay
money and money on —

/.1t must comply the formalities as

regards date, consideration, stamp etc.



Spec:lmen form_of bill of Exchange

W& LAWS \N
B ChandlgéAP)N
Jan 3~1l 2009
Three months after date, pay to Ram '_"r;for._\" '

the suni_of RS« 1000 @
onlyl), Fo ceived.

T0O

M/s Nath Bros /

Chowk Bazar -+
Indore



Comparison Bills of Exchange & Pro Note

Parties

Nature of Payment

Acceptance

Liability

Notice of Dishonour

Maker’s Position

Three Parties
1.Drawer 2.Drawee
3.Payee

Unconditional Order to Pay.

Acceptance of drawee is

required before
presentment.
Drawer liability IS

secondary & conditional
To all person liable to pay

Drawer has immediate
relationship with acceptor
and not the payee

Two Parties
1.Maker
2.Payee

Unconditional Promise to
pay.

No acceptance is required

Maker is primarily and
absolutely liable.

No notice to maker

Maker stands in immediate
relationship with the payee




Bills of Exchange Process

Payee Drawer

Govt Of MP

Reliance Industries

Bill of Exchange Generated
by Reliance & Forwarded
to Govt of MP

Acceptance in
writing

\fter 3 1 'onths

Drawee Drawee After 3 months

Bank of Baroda S.B.1 100 cr

Bob A/c Dr/ Reli.Cr

Rs 100 BOB Cr/Govt of Dr




Comparlson Cont. et

\ W

;/\

Nature of Acceptance

Payable to bearer

Payable to maker

Protest

Applicability of certain
provision

\,I\

Can be conditional

It can be so drawn provided
not payable to bearer on
demand

Drawer and payee may be
one person.

Must be protested for
dishonor

Presentment for
acceptance, acceptance,
acceptance for honour are
applicable

Never Conditional

It can not be bearer

Maker can not pay to
himself

It can not be protested

These are not applicable




JAN bl” Of,@XChrange drav‘y on a Spec|f Gris

and_not prﬁed to biﬁyqplm%’se gcm
on dema t iIncludesthe electgonic iImage-of

5 truncated Cheque and.a cheque Tﬁ the electronic
fOrm S e -

.\ "
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WV LAW S \N

A cheque;is akmd of bilkof exchange gk
™we adqﬁ'ongbquallflc ns namely -

15t is %/aygrawn on peglffﬁg l!ér 2

2.°1t1S alwaysfpayable on demand without any
days of grace. -_

/ e



Comparison Cheque and bill of exchange

Drawee

Acceptance

Payment

Crossing
Notice of dishonor

Payable to bearer on
demand

Stamp
Countermand( cancel)

Protection

Always on bank or banker

Not required

Payable immediately

May be crossed
Not necessary

Can be bearer on demand

Stamping not required
It can

Protection by bank

To any person including a
banker

Required

3 days grace period

Can not
Necessary

It can not

Must
It can not

No protection
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General Crossing



Special Crossing

LAV LAW |
It requires name of the banker to 'B& alitiéd

across the face of the cheque with or WIthout the
words ‘not ne@btlable\"r ransverse |lIn€S™ *
Necess | >




Negotiation U/s 14

W LAW S \. F\\N , LAW LAW

e “
When a pr |ssor te bill of ex '-_:ang

S % A i

thereof, the instrument 1S said to be
‘negotiated.




‘I\/Iodes oNegotlatlon
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Dishonour by non-acceptance
WS LAV i LAW LAW

A Dbill of exchange |el\m,a|d to be dlshonoured
by non- acceptance en the drawert_'rI og
of .seve Wwees | e|ng=- tner
m@esia u%(ni accep%c 8 nd du§
required to accept the bill,ssor where
presentment is excused and.the bill is not
accepted : B
Where the draW?is incompe%en{—- to

contract, or the acceptance is qualified the
bill may be treated gs dishonoured.



Dishonour by non-payment

W LANES (T LAW  LAW
| g —
A promlssgw note |II of exchang.e |

chequ% aid ﬁ] g )m%
hen th aker, of not

acceptor of the bill or drawee of'the cheque

makes default in payment upon being duly
required to pay the same. — ===

 —
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Discharge from liability
Wi LAVES™ o LAW LAW
The maker acceptor or e\‘ldorser respectively of a negotlable
iInstrument is discharged from liability thereon-
(a) By caneellation=#to a h r thereof who Caaee

acceptor's oL endor, rs namesbzx?cy iIntent to dlschangE h|m d
to all partles alm nder suc der ' $
Vi=yy =
(b) By relea holder thereof who othegmse dischargés
such maker, acceptor or endorser, and to all- plartles deriving title
under.suchholder afternotice of such discharge;

(c) By payment.-to all parties thereto, if theﬁnstrummayable
to bearer, or has been end% In blank, andsueti™ maker,

acceptor or endorser makes/gpayment in due course of the
amount due thereon.

'



Discharge by allowing drawee more than forty-eight hours to accept

R LAW AW

If the holder-of a bl|l¢0‘f exchange altows

drawee moresthan [for ght] hours, e'&'elusﬁ?
of,pub% % ysS, to (Klzldéﬁ Wgetbar'pe \g
accept me, all” previous yparties no

consenting: to. sueh=-allowance" "are thereby

discharged from liability to such.holder _
: 4 -_—

_ —
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Negotiation U/s 14

W LAW S \. F\\N , LAW LAW

e “
When a pr |ssor te bill of ex '-_:ang

S % A i

thereof, the instrument 1S said to be
‘negotiated.




‘I\/Iodes oNegotlatlon
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Dishonour by non-acceptance
WS LAV i LAW LAW

A Dbill of exchange |el\m,a|d to be dlshonoured
by non- acceptance en the drawert_'rI og
of .seve Wwees | e|ng=- tner
m@esia u%(ni accep%c 8 nd du§
required to accept the bill,ssor where
presentment is excused and.the bill is not
accepted : B
Where the draW?is incompe%en{—- to

contract, or the acceptance is qualified the
bill may be treated gs dishonoured.






