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Introduction: The term "Negotiable" means transferable from one person to another  and the term "instrument " means a written document by which a right created in favour of some person. The law relating to “Negotiable Instruments” is contained in The Negotiable Instruments Act ,1881. According to section 13, of the negotiable instrument act 1881, negotiable instrument means 
1.A promissory note
2.bill of Exchange
3.cheque.
According to justice wills" A negotiable instrument is one the property in which is acquired by anyone who takes it bonafide and for value nothwithstanding any defect of the title in the person from whom he look it ".
Characteristics of negotiable instruments
Negotiable instruments must be written and signed by the parties according to the rules relating to promissory notes, bills of exchange. Negotiable instrument are payable by legal tender money of India. The liabilities of the parties of negotiable instrument are fixed and determined in terms of legal tender money .negotiable instruments can be transferred from one person to another by a simple process.  It is not necessary to give notice of transfer of a negotiable instrument to the party liable to pay certain presumption apply to all negotiable instrument.
1. Easy negotiable:   
They are transferable from one person to another without any formality .by delivery merely and no farther evidence of transfer is needed.
2. Transferee can sue in his own name without giving notice to the debtor:
 A bill, note cheque represents a debt. in case of transfer of an ordinary “actionable claim”  under the transfer of property Act ,notice to the debtor is necessary  in order  to make the transferee entitled to sue in his own name, otherwise he has always too join his transferor.
3. Better title a bona fide transferee for value:
A bona fide transferee of a negotiable instrument for value gets the instrument “free from all defects”. An “actionable claim” is right which can be enforce by action is a court of law, e.g., book debts. It is designated in English law a “chose in action” by way of distinguishing such personal property from tangible chattels. 
4. Presumption:

   Section 118 and 119 lay down the following presumption:
a. Transferred for consideration
b. Drawn on such  date
c. Reasonable time 
d. Made before its maturity 
e. That a  lost negotiable instrument was duly stamped 
f. Must  be lawful custody 
g. The instrument was dishonored the fact of “protest “is proved .the above presumption are rebuttable.      


Example of negotiable instrument
I. Bills of exchange
II. Promissory notes
III. Cheques 
IV. Government promissory notes 
V. Treasury bills 
VI. Dividend  warrants  
VII.  Share warrants etc.
    
Example of non-negotiable instrument 
I. Money orders 
II. Postal orders
III. Fixed deposit receipts
IV. Share certificates
V. Letters of credit 
   

Example of quasi -negotiable instrument 
I. Bills of lading
II. Dock warrants 
III. Railway receipts etc.


· Types of Negotiable Instrument
     According to Negotiable instrument Act,1881

1.Promissory Note
2.Bill of Exchange
3.Cheque

1. Promissory Note
Simply it contains with the term --- "promise to pay " also  A maker And A lander. 
According to section 4 of negotiable instrument act,1881.... A promissory note's is an instrument in writing (not being  a bank note  or a currency note) containing an unconditional undertaking signed by maker to pay a certain sum of money only to or to the order of, a certain person, or to the bearer of instrument”

Essential elements --
1. In writing: A promissory note must be in written.
2. Promise to pay:In the case of Muthu Sastrigal VsVisvanathait was held that a document contsining the following words 
                “Amount of cash borrow of you by me is Tk 350. I shall in two weeks time returning this  sum with interest , get back this letter has been unconditional undertaking to repay the borrowed money”
There is a valid promissory note even thoughtthe words “ Promise to pay” may not have been used . it is so because the phrase “Payable on Demand” necessarily implies ‘ a promise to pay at once or immediately”
3.Unconditional: A promissory note must contain an unconditional promise to pay . Tis is not depend upon any uncertain event or contingency.
4.Signed by the maker: The person promise to pay must sign the instrument.
5.Certain parties: there are two party the person who make the note known as maker and payee to whom the promise is made.
6.Promise to pay money only :If the instrument contains a promise to pay something in addition money it can not be a promissory note.
7.With duly stamped: A promissory note which is not so stamped is a nullity
.[image: A Specimen of Promissory Note]

2.Bill of Exchange
according to section 5 of the negotiable instrument act 1881,A bill of exchange is an instrument in writing containing an unconditional order, signed by the maker, directing to certain person to pay a certain some of money only to or to the order of certain person or to the bearer of the instrument,
Essential elements of bill of exchange
1.Must be in writing
2.Must contain and order to pay
3.The order contained in the bill should be unconditional
4.Bills payable out of a particular fund
5. Must be signed by the drawer
6.Thedrawee must be certain.
7.Money must be certain 
      Example[image: ]
Difference Between Bill of Exchange & Promissory Note 
(1) Acceptance.
A bill of exchange requires an acceptance of the drawee before it is presented for payment, while a promissory note does not require any acceptance since it is signed by the persons who is liable to pay.
(2) Liability.
The liability of the maker of a promissory note is primary and absolute, while the liability of a drawer of bill of exchange is secondary and conditional. It is only when the drawee fails to pay that the drawer would be liable as a surety.
(3) Notice of dishonor.
In case of dishonor of bill of exchange either due to non-payment or non-acceptance, notice must be given to all persons liable to pay. But in the case of a promissory note, notice of dishonor to the maker is not necessary.
(4) Maker’s position.
The drawer of a bill of exchange stands in immediate relationship with the acceptor and not the payee. While in the case of a promissory note, the maker stands in immediate relationship with the payee.
(5) Copies.
A bill of exchange can be drawn in sets, but a promissory note cannot be drawn in sets.
(6) Payable to bearer.
A promissory note cannot be made payable to a bearer, while a bill of exchange can be so drawn provided it is not payable to bearer on demand.
(7) Payable to maker.
In a promissory note, the maker cannot pay to himself. While in the case of a bill of exchange, the drawer and the payee may be one person.

3.Cheque
According to section 6,of Negotiable instrument Act 1881. "A cheque is a bill of exchange drawn on a specified banker and not expressed to be payable otherwise than on demand.
Thus a chaque is bill of exchange with two more qualification
1.it is always drawn on a specified banker
2.it is always payable on demand of exchange and promissory note..
Party of Cheque
· Drawer (Maker of Cheque) – The person who issue the cheque or hold the account with bank.
· Drawee – The Person who is directed to make the payment against cheque. In case of cheque, it is bank.
· Payee – A person whose name is mentioned in the cheque or to whom the drawee makes payment. If drawer has drawn the cheque in favour of self then drawer is payee.
Elements of Cheque
1. It must be in writing
2. It should be drawn on banker
3. It contains an unconditional order to pay
4. The check must have an order to pay a certain sum
5. It should be signed by the drawer and should be dated
6. It is payable on demand
8. It may be payable to the drawer himself
9. Banker is liable only to the drawer
10. It does not require acceptance and stamp
Kinds of cheque
1. Bearer Cheque
When the words "or bearer" appearing on the face of the cheque are not cancelled, the cheque is called a bearer cheque. The bearer cheque is payable to the person specified therein or to any other else who presents it to the bank for payment. However, such cheques are risky, this is because if such cheques are lost, the finder of the cheque can collect payment from the bank.
2. Order Cheque
When the word "bearer" appearing on the face of a cheque is cancelled and when in its place the word "or order" is written on the face of the cheque, the cheque is called an order cheque. Such a cheque is payable to the person specified therein as the payee, or to any one else to whom it is endorsed (transferred).
3. Uncrossed / Open Cheque
When a cheque is not crossed, it is known as an "Open Cheque" or an "Uncrossed Cheque". The payment of such a cheque can be obtained at the counter of the bank. An open cheque may be a bearer cheque or an order one.
4. Crossed Cheque
Crossing of cheque means drawing two parallel lines on the face of the cheque with or without additional words like "& CO." or "Account Payee" or "Not Negotiable". A crossed cheque cannot be encashed at the cash counter of a bank but it can only be credited to the payee's account.
5. Anti-Dated Cheque
If a cheque bears a date earlier than the date on which it is presented to the bank, it is called as "anti-dated cheque". Such a cheque is valid upto three months from the date of the cheque.
6. Post-Dated Cheque
If a cheque bears a date which is yet to come (future date) then it is known as post-dated cheque. A post datedcheque cannot be honoured earlier than the date on the cheque.

7. Stale Cheque
If a cheque is presented for payment after three months from the date of the cheque it is called stale cheque. A stale cheque is not honoured by the bank.
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‘Three months after date, we promise to pay M/s Lakhmi Chand & Sons or
their order a sum of Rupees Ten Thousand Only, for value received.

To For /s Aggarwal Stores
M’s Lakhmi Chand & Sons, (Signed) Nakul Gupta
126, Chandni Chowk, (Nakul Gupta)
Delhi-11006

Parmer
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Three months after date, pay to us or our order a sum of Rupees Ten Thousand
Only, for value received.
Stamp
Accepted
For M/s Aggarwal Stores
To (Signed) Nakul Gupta g s | akhmi Chand & Sons.
Mis Aggarwal Stores, 5.5.2012 (Signed) Lakhmi Chand
216, Malka Ganj, Partner (Lakhmi Chand)

Delhi-11007 Partner





