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2.

THE NEGOTIABLE
INSTRUMENTS ACT OF THE KINGDOM OF BHUTAN
2000

An Act to define the law relating to promissory estbills of exchange and cheques

WHEREAS it is expedient to define the law relattogpromissory notes, bills of
exchange and cheques;

It is hereby enacted by the National Assenablys 78 session as follows:

PART |
PRELIMINARY

Shot title
This Act may be called the Negotiable Instruraeidt of Kingdom of Bhutan, 2000.

Local extent and Commencementlt extends to the whole of the Kingdom of Bhutan;

and it shall come into force on the ...... day of, ...... @00

Application of the Act
Every negotiable instrument shall be governed leypitovisions of this Act, and

except as otherwise provided in this Act, no usaigeustom at variance with any such

provision shall apply to any such instrument.

Interpretation clause

In this Act, unless there is anything repugnarihasubject or context, -

(a) “banker” means a person transacting the busineasaafpting, for the purpose of

lending or investment, of deposits of money frone thublic, repayable on
demand or otherwise and withdrawable by chequdt, dnaler or otherwise, and

includes any post office saving bank;

(b) “bearer” means a person who by negotiation comés possession of a
negotiable instrument, which is payable to bearer;

(c) “delivery” means transfer of possession, actuatarstructive, from one person
to another;



(d) “issue” means the first delivery of a promissoryeidill of exchange or cheque
complete in form to a person who takes it as adrolahd

(e) “material alteration” in relation to a promissorgta, bill of exchange or cheque
includes any alteration of the date, the sum payathle time of payment, the

place of payment, and, where any such instrumentikan accepted generally,
the addition of a place of payment without the atoes assent.

PART Il
OF NOTES, BILLS AND CHEQUES
“Promissory note”

A “Promissory note” is an instrument in writing ¢(nbeing a bank-note or a
currency-note) containing an unconditional undénglsigned by the maker, to pay a
certain sum of money only to, or to the order ofeaain person, or to the bearer of the
instrument.

ILLUSTRATIONS

A signs instruments in the following terms:

(a) “I promise to pay B or order Nu.500.”

(b) “I acknowledge myself to be indebted to B in NuQQOto be paid on
demand, for value received.”

(c) “Mr. B 1 OU Nu.1,000.”
(d) “I promise to pay B Nu.500 and all other sums wigbhll be due to him.”

(e) “I promise to pay B Nu.500, first deducting thecefr any money which he
may owe me”

(H “l promise to pay B Nu.500 seven days after my rage with C.”

(9) “I promise to pay B Nu.500 on D’s death, providedeave me enough to
pay that sum.”

(h) “I promise to pay B Nu. 500 and to deliver to hiny tack horse on®°1
January next.”

The instruments respectively marked (a) and (b) @mamissory notes. The
instruments respectively marked (c), (d), (e), (@), and (h) are not promissory
notes.



“Bill of exchange”

A “bill of exchange” is an instrument in writing Btaining an unconditional
order, signed by the maker, directing a certaisq®eto pay a certain sum of money only
to, or to the order of, a certain person or toltbarer of the instrument.

A promise or order to pay is not “conditional” withthe meaning of this section
and section 4, by reason of the time for paymenh@famount or any installment thereof
being expressed to be on the lapse of a certaindpafter the occurrence of a specified
event which, according to the ordinary expectatddrmankind, is certain to happen,
although the time of its happening may be uncertain

The sum payable may be “certain”, within the megrifthis section and section
4, although it includes future interest or is pdgadt an indicated rate of exchange, or is
payable at the current rate of exchange, and athdus to be paid in stated installments
and contains a provision that on default of paymenbne or more instruments or
interest, the whole of the unpaid balance shalbbecdue.

Where the person intended can reasonably be asesrtitom the promissory
note or the bill of exchange, he is a “certain petswithin the meaning of this section
and section 4, although he is misnamed or desidrmstelescription only.

“Cheque”

A “cheque” is a bill of exchange drawn on a spedfbanker and not expressed
to be payable otherwise than on demand.

“Drawer”, “drawee”

The maker of a bill of exchange or cheque is caled‘drawer” the person
thereby directed to pay is called the “drawee”.

“Drawee in case of need”:When the bill or in any indorsement thereon the
name of any person is given in addition to the @&wo be resorted to in case of need
such person is called a “drawee in case of need”.

“Acceptor”; After the drawee of a bill has signed his asseontthe bill, or, if
there are more parts thereof than one, upon osaadbf parts, and delivered the same, or
given notice of such signing to the holder or tmegerson on his behalf, he is called the
“acceptor”.

“Acceptor for honour”. When acceptance of a bill of exchange has been
refused and any person knowing of such refusalpgsdefor honour of the drawer or of
any one of the indorser, such person is called‘acckptor for honour”.

“Payee”: The person named in the instrument, to whom erttose order the
money is by the instrument director to be paidailted the “payee”.



10.

11.

12.

13.

“Holder”

The “holder of a promissory note, bill of exchargecheque means any person
entitled in his own name to the possession thesadfto receive or recover the amount
due thereon from the parties thereto.

Where the note, bill or cheque is lost or destroytdholder is the person so
entitled at time of such loss or destruction.

“Holder in due course”

“Holder in due course” means any person who forsieration became the
possessor of a promissory note, bill of exchangeheque if payable to bearer, or the
payee or indorsee thereof, if payable to ordemieethe amount mentioned in it became
payable, and without having sufficient cause tdelvel that any defect existed in the title
of the person from whom he derived his title.

“Payment in due course”

“Payment in due course” means payment in accordaittethe apparent tenor
of the instrument in good faith and without negtige to any person in possession
thereof under circumstances which do not affor@éasonable ground for believing that
he is not entitled to receive payment of the amd¢hetein mentioned.

“Inland instrument”

A promissory note, bill of exchange or cheque drawmade in the Kingdom of
Bhutan and made payable in, or drawn upon any perssident in the Kingdom of
Bhutan shall be deemed to be an inland instrument.

“Foreign instrument”

Any such instrument not so drawn, made or madelpayshall be deemed to be
a foreign instrument.

“Negotiable instrument”

(1) A “negotiable instrument” means a promissoryendill of exchange or
cheque payable either to order or to bearer.

Explanation 1:A promissory note, hill of exchange or chequeaggble to order
which is expressed to be so payable or which isesged to be payable to a particular
person, and does not contain words prohibitingsfiemor indicating an intention that it
shall not be transferable.
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15.

16.

17.

18.

Explanation 2:A promissory note, bill of exchange or cheque ayable to
bearer which is expressed to be so payable or achwie only or last indorsement is an
indorsement in bank.

Explanation 3:Where a promissory note, bill of exchange or eitirgginally or
by indorsement, is expressed to be so payablectortiter of a specified person, and not
to him or his order, it is nevertheless payabldita or his order at his option in the
alternative to one of two, or one or some of sdyeagees.

(2) A negotiable instrument may be made payable/toor more payees jointly,
or it may be made payable in the alternative to @htwvo, or one or some of several
payees.

Negotiation

When a promissory note, hill of exchange or chaegueansferred to any person,
S0 as to constitute that person the holder thetieefinstrument is said to be negotiated.

Indorsement

When the maker or holder of a negotiable instrunségrs the same, otherwise
than as such maker, for the purpose of negotiatiothe back or face thereof or on a slip
of paper annexed thereto, or so signs for the gammose a stamped paper intended to be
completed as a negotiable instrument, he is saehtiorse the same, and is called the
“indorser”.

Indorsement “in blank” and “in full’- “indorsee”

(2) If the indorser signs his name only, the indarent is said to be “in blank”,
and if he adds a direction to pay the amount meatian the instrument to, or to the
order of, a specified person, the indorsement ig ®abe “in full”, and the person so
specified is called the “indorsee” of the instrumen

(2) The provisions of this Act relating to a paygll apply with the necessary
modifications to an indorsee.

Ambiguous instruments

When an instrument may be construed either as migsory note or bill of
exchange, the holder may at his election treat ieither and the instrument shall be
thenceforward treated accordingly.
Where amount is stated differently in figures and werds

If the amount undertaken or ordered to be paidai®d differently in figures and

in words, the amount stated in words shall be theumt undertaken or ordered to be
paid.
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20.

21.

Instruments payable on demand

A promissory note or bill of exchange is payabledemand, -

(a) where it is expressed to be so, or to be payaisight or on presentment; or
(b) where no time for payment is specified in it; o

(c) where the note or bill accepted or indorsedraftis overdue, as regards the person
accepting or indorsing it.

Inchoate stamped instruments

(1) where one person signs and delivers to anatipaper stamped in accordance
with the law relating to stamp duty chargeable egatiable instruments then in force in
the Kingdom Bhutan, either wholly blank or havingitten thereon an incomplete
negotiable instrument, in order that it may be maatecompleted into a negotiable
instrument he thereby gives prima facie authoatthe person who receives that paper to
make or complete it, as the case may be, into atiadde instrument, for the amount, if
any specified therein or where no amount is spatifior any amount, not exceeding, in
either case, the amount covered by the stamp.

(2) The person so signing shall, subject to theviprons of sub-section (3), be
liable upon such instrument, in the capacity incltie signed the same, to any holder in
due course, for the amount specified in the instminor filled up therein:

Provided that no person other than a holder inaugse shall receive from the
person so signing the paper anything in excesseofimount intended by him to be paid
thereunder.

(3) In order that any such instrument may on cofigriebe enforceable against
any person who became a party thereto before somtpletion, it must be filled up
within a reasonable time and strictly in accordanith the authority given:

Provided that if any such instrument after compleis negotiated to a holder in
due course, it shall be valid and effectual for mlfposes in his hands, and he may
enforce it as if it had been filled up within a seaable time and strictly in accordance
with the authority given.

“At sight”, “On presentment”, “After sight”
In a promissory note or hill of exchange the exgims “at sight” and “on

presentment” mean on demand. The expression ‘Gffbt’ means, in a promissory note,
after presentment for sight, and, in a bill of exebe after acceptance or non-acceptance.
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23.

24.

25.

“Maturity”

The maturity of a promissory note or bill of excharis the date at which it falls
due.

Days of grace: Every promissory note or bill of lesege which is not expressed
to be payable on demand, at sight or on presentimettmaturity on the third day after
the day on which it is expressed to be payable.

Calculating maturity of hill or note payable so mary months after date or sight

In calculating the date at which a promissory notebill of exchange, made
payable at stated number of months after dateter sight, or after a certain event, is at
maturity, the period stated shall be held to teat@non the day of the month, which
corresponds with the day on which the instrumedbigd, or presented for acceptance or
sight, or noted for non-acceptance, or protesteddn-acceptance, or the event happens
or, where the instrument is a bill of exchange mpalgable a stated number of months
after sight and has been accepted for honour, thittilay on which it was so accepted. If
the month in which the period would terminate hasorresponding day, the period shall
be held to terminate on the last day of such month.

ILLUSTRATIONS

(@) A negotiable instrument, dated 29 January, 187@ade payable at one month after
date. The instrument is at maturity on the thirg dtter the 28 February, 1878.

(b) A negotiable instrument, dated"™8Bugust, 1878, is made payable three month after
date. The instrument is at maturity on tffedy of December, 1878.

(c) A promissory note or bill of exchange, dated 3ugust, 1878, is made payable
three months after date. The instrument is at ritgton the 3' December 1878.

Calculating maturity of bill or note payable so mary days after date or sight

In calculating the date at which a promissory notebill of exchange made
payable at certain number of days after date @r &fght or after a certain event is at
maturity, the day of the date, or of presentmemtdoceptance or sight, or of non-
acceptance, or on which the event happens, shakdaded.

When day of maturity is a holiday

When the day on which a promissory note or bilewthange is at maturity is a
public holiday, the instrument shall be deemedédalbe on the next preceding business
day.

Explanation.— The expression “public holiday” includes Sundaysl the days
declared by the Royal Government of Bhutan, byfication in the official, circular, to
be public holidays.
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27.

PART Il
PARTIES TO NOTES, BILLS CHEQUES

Capacity to make, etc., promissory notes, etc.

Every person who is of the age of majority accaydio the law to which he is
subject, and who is of sound mind and is not dibfigc from contracting by any law to
which he is subject, may bind himself and be bdmpthe making, drawing, acceptance,
indorsement, delivery and negotiation of a promigsmte, bill of exchange or cheque.

Where such an instrument is made, drawn or negdtiay a minor, the making,
drawing or negotiation entitles the holder to reegbayment of such instrument and to
enforce it against any party thereto other thamthreor.

Nothing herein contained shall be deemed to emp@ameorporation to make,
indorse or accept such instruments except in dasekich, under the law for the time
being in force, they are so empowered.

Agency

Every person capable of binding himself or of bebmund, by the making,
drawing, acceptance or negotiation of a negotiadg#ument, may so bind himself or be
bound by a duly authorised agent acting in his name

A general authority to transact business and teivecand discharge debts does
not confer upon an agent the power of acceptingawarsing bills of exchange so as to
bind his principal.

An authority to draw bills of exchange does noftsélf import an authority to
indorse.

27A. AUTHORITY OF PARTNERS

28.

A partner acting in the firm name may bind the fioy the making, drawing,
acceptance or negotiation of a negotiable instramerthe extent authorized by the
agreement relating to partnership.

Liability of agent signing

(1) Where a person signs a promissory note, bilexdfhange or cheque without

adding to his signature words indicating that lymsiit as an agent for and on behalf of a
principal or in a representative character, heeasgnally liable thereon but the mere
addition to his signature of words describing hsraa agent or as filling a representative
character does not exempt him from personal ligbili

(2) Notwithstanding anything contained in sub-s®tt{l), any person signing on a
promissory note, bill of exchange or cheque for amdbehalf of the principal is not liable



to a person who induces him to sign upon the béfiaef the principal alone would be
held liable.

29. Liability of legal representative signing

A legal representative of a deceased person whns $iig name to a promissory
note, bill of exchange or cheque is liable perdgrithereon unless he expressly limits his
liability to the extent of the assets received g hs such.

29A. SIGNATURE ESSENTIAL TO LIABILITY

No person is liable as maker, drawer, indorseacmeptor of a promissory note,
bill of exchange or cheque who has not signed suas.

Provided that where a person signs any such msitiin a trade or assumed
name he is liable thereon as if he had signed it mame.

29B. FORGED OR UNAUTHORIZED SIGNATURE

Subiject to the provisions of this Act, where a aigine on a promissory note, bill
of exchange or cheque is forged or placed therethowt the authority of the person
whose signature it purports to be, the forged oautimorized signature is wholly
inoperative, and no right to retain the instrumento give a discharge therefore or to
enforce payment thereof against any party theratobe acquired through or under that
signature unless the party against whom it is sbtahetain or enforce payment of the
instrument is precluded from setting up the forgaryant of authority.

Provided that nothing in this section shall affatie ratification of an
unauthorized signature not amounting to a forgery.

The penalty for forged or unauthorized signatureaopromissory note, bill of
exchange or cheque shall be in accordance with réhevant provisions of the
Thrimzhung Chenpo.

29C. STRANGER SIGNING INSTRUMENT PRESUMED TO BE INDORSER
A person placing his signature upon a negotiabdériment otherwise than as
maker, drawer or acceptor is presumed to be arrsedanless he clearly indicates by
appropriate words his intention to be bound in sother capacity.
30. Liability of drawer
The drawer of a bill of exchange or cheque is boanchse of dishonour by the

drawee or acceptor thereof, to compensate the hgldavided due notice of dishonour
has been given to, or received by, the drawer asredter provided.
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32.

33.

34.

35.

36.

37.

Liability of drawee of cheque

The drawee of a cheque having sufficient fundshef drawer in his hands properly
applicable to the payment of such cheque must ipagheque when duly required so to
do, and in default of such payment, must compertbatelrawer for any loss or damage
caused by such default.

Liability of maker of note and acceptor of bill

In the absence of a contract to the contrary, thkemof a promissory note and
the acceptor before maturity of a bill of exchaage bound to pay the amount thereof at
maturity according to the apparent tenor of theeratacceptance respectively, and the
acceptor of a bill of exchange at or after matuistypound to pay the amount thereof to
the holder on demand.

Only drawee can be acceptor except in need or foohour

No person except the drawee of a bill of exchamgeall or some of several
drawees, or a person named therein as a draweasi af need, or an acceptor for
honour, can bind himself by an acceptance.
Acceptance by several drawees not partners

Where there are several drawees of a bill of exghavho are not partners, each
of them can accept it for himself, but none of theam accept it for another without his
authority.
Liability of indorser

In the absence of a contract to the contrary, whoévwdorses and delivers a
negotiable instrument before maturity, withoutsirch indorsement, expressly excluding
or making conditional his own liability, is boundetreby to every subsequent holder, in
case of dishonour by the drawee, acceptor or makerpmpensate such holder for any
loss or damage caused to him by such dishonouwvjde® due notice of dishonour has
been given to, or received by, such indorser asitaiter provided.
Liability of prior parties to holder in due course

Every prior party to a negotiable instrument iblkathereon to a holder in due
course until the instrument is duly satisfied.

Maker, drawer, and acceptor principals

The maker of a promissory note or cheque, the draiva bill of exchange until
acceptance, and the acceptor are, in the abserceanitract to the contrary, respectively

10



38.

39.

40.

liable thereon as principle debtors, and the offeties thereto are liable thereon as
sureties for the maker, drawer or acceptor, asdke may be.

Prior party a principal in respect of each subsequet party

As between the parties so liable as sureties, pachparty is, in the absence or
a contract to the contrary, also liable thereoragwincipal debtor in respect of each
subsequent party.

ILLUSTRATION

A draws a bill payable to his own order on B whoegts. A afterwards indorses the bill
to C. Cto D, and D to E. As between E and B, B principal debtor, and A, C and D are his
sureties. As between E and A, A is the principditde and C and D are his sureties. As between
E and C, C is the principal debtor, and D is thetsu

Suretyship

When the holder of an accepted bill of exchangersrito any contract with the
acceptor by which, the other parties are dischargetly any act or omission, the legal
consequence of which is the discharge of the opagties, the holder may expressly
reserve his right to charge the other parties,iasdch case they are not discharged.

Discharge or indorser’s liability

Where the holder of a negotiable instrument, withtba consent of the indorser,
destroys or impairs the indorser’s remedy againstia party, the indorser is discharged
from liability to the holder to the same extentifishe instrument had been paid at
maturity.

ILLUSTRATION

A is the holder of a bill of exchange made payabléhe order of B, which contains the
following indorsements in blank: -

First indorsement, “B”.

Second indorsement, “Pema’.
Third indorsement, “Rinchen”.
Fourth indorsement, “Jamyang”.

This bill A puts in suit against Jamyang and s&ikeit, without Jamyang’s consent, the
indorsements by Pema, and Rinchen A is not entitledcover anything from Jamyang.

11
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43.

44,

Acceptor bound, although indorsement forged

An acceptor of a bill of exchange already indorisedot relieved from liability
by reason that such indorsement is forged, if hewknor had reason to believe the
indorsement to be forged when he accepted the bill.

Acceptance of bill drawn in fictitious name

An acceptor of a bill of exchange drawn in a fiotis name and payable to the
drawer’s order is not, by reason that such narfietisous, relieved from liability to any
holder in due course claiming under an indorserbgnthe same hand as the drawer’s
signature, and purporting to be made by the drawer.

Negotiable instrument made, etc. without considerain

A negotiable instrument made, drawn, accepted,rgmth or transferred without
consideration, or for a consideration which failseates no obligation of payment
between the parties to the transaction. But ifsugh party has transferred the instrument
with or without indorsement to a holder for a coesation, such holder, and every
subsequent holder deriving title from him, may memothe amount due on such
instrument from the transferor for consideratiorany prior party thereto.

Exception I: No party for whose accommodation a negotiablerunsént has
been made, drawn, accepted or indorsed can, ibbgdhid the amount thereof, recover
thereon such amount from any person who becametq fmasuch instrument for his
accommodation.

Exception II: No party to the instrument who has induced any roffsety to
make draw, accept, indorse or transfer the sanhnidor a consideration which he has
failed to pay or perform in full shall recover tear an amount exceeding the value of the
consideration (if any) which he has actually paig@formed.

Partial absence or failure of money-consideration

When the consideration for which a person signgurcamissory note, bill of
exchange or cheque consisted of money and wasnalligiabsent in part, or has
subsequently failed in part, the sum which a hoktanding in immediate relation with
such signer is entitled to receive from him is mmdipnally reduced.

Explanation— The drawer of a bill of exchange stand in immedia
relationship with the acceptor. The maker of a pssory note, bill of exchange
or cheque stands in immediate relationship withpghgee, and the indorser with
his indorsee. Other signors may by agreement staimdmediate relation with a
holder.
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ILLUSTRATION

A draws a bill on B for Nu.500 payable to the orddrA. B accepts the bill, but
subsequently dishonours it by non-payment. A sues Bhe bill. B proves that it was accepted for
value as Nu.400, and as an accommodation to thetiffl@s to the residue. A can recover only
Nu.400.

45, Partial failure of consideration not consisting ofmoney

Where a part of the consideration for which a persigned a promissory
note, bill of exchange or cheque, though not caoimgjf money, is ascertainable
in money without collateral enquiry, and there hasn a failure of that party, the
sum which a holder standing in immediate relatioth wuch signer is entitled to
receive from him is proportionally reduced.

45A. Holder’s right to duplicate of lost bill

46.

Where a bill of exchange has been lost before @visrdue, the person
who was the holder of it may apply to the drawegitee him another bill of the
same tenor, giving security to the drawer, if regdj to indemnify him against all
person whatever in case the bill alleged to haen hest shall be found again.

If the drawer on request as aforesaid refusesv®gyich duplicate bill, he
may be compelled to do so.

PART IV
OF NEGOTIATION

Delivery

The making, acceptance or indorsement of a promyissote, bill of
exchange or cheque is completed by delivery, actuabnstructive.

As between parties standing in immediate relatii@hyery to be effectual
must be made by the party making, accepting orrgidg the instrument, or by a
person authorised by him in that behalf.

As between such parties and any holder of theumsnt other than a
holder in due course, it may be shown that theruns¢nt was delivered
conditionally or for a special purpose only, and foo the purpose of transferring
absolutely the property therein.
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A promissory note, bill of exchange or cheque p&yao bearer is
negotiable by the delivery thereof.

A promissory note, bill of exchange or cheque p#&yato order is
negotiable by the holder by indorsement and delitteereof.

47.Negotiation by delivery

Subject to the provisions of section 58, a prommgsote, bill of exchange
or cheque payable to bearer is negotiable by dglivesreof.

Exception: A promissory note, bill of exchangeabveque delivered on
condition that it is not to take effect except irtextain event is not negotiable
(except in the hands of a holder for value withootice of the condition) unless
such event happens.

ILLUSTRATIONS

(a) A, the holder of a negotiable instrument payablbedarer, delivers it to B’'s agent to
keep for B. The instrument has been negotiated.

(b) A, the holder of a negotiable instrument payabléd¢arer, which is in the hands of
A’s banker, who is at the time the banker of Bedis the banker to transfer the
instrument to B’s credit in the banker's accounthwB. The banker does so, and
accordingly now possesses the instrument as B'stadée instrument has been
negotiated, and B has become the holder of it.

48. Negotiation by indorsements

Subject to the provisions of section 58, a prommgsote, bill of exchange
or cheque payable to order, is negotiable by thielenoby indorsement and
delivery thereof.

49. Conversion of indorsement in blank into indorsementn full

When a negotiable instrument has been indorsethitkbany holder may,
without signing his own name, convert the blankorsgment into an indorsement
in full by writing above the endorser’s signaturdigection to pay the amount to
or the order of himself or some other person; dred lolder does not thereby
incur the responsibility of an indorser.
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50. Effect of indorsement

1)

Subject to the provisions of this Act relatitogrestrictive, conditional and

qualified indorsement, the indorsement of a nep@iastrument followed by the
delivery transfers to the indorsee the propertydinewith the right of further
negotiable.

(2)

An indorsement is restrictive which either-

@) restricts or excludes the right to further rtege the instrument; or

(b) constitutes the indorsee an agent of the imgtors indorse the
instrument or to receive its contents for the iisdoror for some
other specified person:

Provided that the mere absence of word implyingtrig negotiate does
not make the indorsement restrictive.

ILLUSTRATIONS

B signs the following indorsements on different oigple instruments payable to bearer:

(a) “Pay the contents to C only.”

(b) “Pay C for my use.”

(c) “Pay C or order for the account of B.”
(d) “The within must be credited to C.”

These indorsements exclude the right of furtheptiatjon by C.

(e) “PayC.”

(f) “Pay C value in account with the Bhutan NationahBa

(g) “Pay the contents to C, being part of the constiterain a certain deed of
assignment executed by C to the Indorser and others

These indorsements do not exclude the right ohé&urrhegotiation by C.

51.Who may negotiate

Every sole maker, drawer, payee or indorsee, oroflkeveral joint

makers, drawers, payees or indorsees, of a netgptiabtrument may, if the
negotiability of such instrument has not been e or excluded as mentioned
is section 50, indorse and negotiate the same.

Explanation:Nothing in this section enables a maker or drawendorse

or negotiate an instrument, unless he is in lawhgsession or is holder thereof,
or enables a payee or indorsee to endorse or aggain instrument, unless he is
holder thereof.
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ILLUSTRATION

A bill is drawn payable to A or order. A indorsédd B, the indorsement not containing
the words “or order” or any equivalent words. B nma&gotiate the instrument.

52.Indorser who excludes his own liability or makes iconditional

The indorser of a negotiable instrument may, byresp words in the
indorsement, exclude his own liability thereonnmake such liability or the right
of the endorsee to receive the amount due therependl upon the happening of a
specified event, although such event may neverdrapp

Where an indorser so excludes his own liability afterwards becomes
the holder of the instrument, all intermediatesonsers are liable to him.

Where the right of an indorsee to receive the athdue on the negotiable
instrument is made dependent in the aforesaid matireecondition is valid only
as between the indorser and the indorsee.

Where the indorsement of a negotiable instrumentpgrts to be
conditional, the payer may disregard the conditaord payment to the indorsee is
valid whether the condition has been fulfilled ot.n

ILLUSTRATIONS

(@) The indorser of a negotiable instrument signs hasneé adding the words — “without
recourse”.
Upon this indorsement he incurs no liability.

(b) A is the payee and holder of a negotiable instrumErcluding personal liability by an

indorsement “without recourse,” he transfers thetriiment to B, and B indorses it to A. A is
not only reinstated in his former rights, but Hae tights of an indorsee against B.

53.Holder deriving title from holder in due course
A holder of a negotiable instrument who deriveg titom a holder in due
course has the rights thereon of that holder incugse.
53A. RIGHTS OF HOLDER IN DUE COURSE
A holder in due course holds the negotiable insémimfree from any
defect of title of prior parties, and free from ele$es available to prior parties

among themselves, and may enforce payment of teeument for the full
amount thereof against all parties liable thereon.

16



54.Instrument endorsed in blank

Subject to the provisions hereinafter containedoasrossed cheques, a
negotiable instrument indorsed in blank is payablehe bearer thereof even
although originally payable to order.

55. Conversion of indorsement in blank into indorsementn full

If a negotiable instrument, after having been isddrin blank, is indorsed in full,
the amount of it cannot be claimed from the indonsdull, except by the person
to whom it has been indorsed in full, or by one vadasives title through such
person.

56.Indorsement for part of sum due

No writing on a negotiable instrument is valid fdre purpose of
negotiation if such writing purports to transferlyra part of the amount
appearing to be due on the instrument; but whecd sumount has been partly
paid, a note to that effect may be indorsed onirtegument, which, may then be
negotiated for the balance.

57.Legal representative cannot by delivery only negadite instrument indorsed
by deceased

The legal representative of a deceased person taagotiate by delivery
only a promissory note, bill of exchange or chepagable to order and indorsed
by the deceased but not delivered.

58. Instrument obtained by unlawful means or for unlawiul consideration

When a negotiable instrument has been lost, orbkeas obtained from
any maker, drawer, acceptor or holder thereof bgmaef an offence or fraud, or
for an unlawful consideration, no possessor or ligg® who claims through the
person who found or so obtained the instrumenhigled to receive the amount
due thereon from such maker, drawer, acceptor loiehoor from any party prior
to such holder, unless such possessor or indossear isome person through
whom he claims was, a holder thereof in due course.
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59.Instrument acquired after dishonour or when overdue

The holder of a negotiable instrument, who has aedut after dishonour,
whether by non-acceptance or non-payment, wittcadliereof, or after maturity,
has only, as against the other parties, the ritjigion of his transferor.

Accommodation note or bill: Provided that any person who, in good
faith and for consideration, becomes the holdderahaturity, of a promissory
note or bill of exchange made, drawn or acceptatiout consideration, for the
purpose of enabling some party thereto to raiseeydhereon, may recover the
amount of the note or bill from any prior party.

ILLUSTRATION

The acceptor of a bill of exchange, when he acckipteeposited with the drawer certain
goods as a collateral security for the paymenthef lill, with power to the drawer to sell the
goods and apply the proceeds in discharge of thé liwere not paid at maturity. The bill not
having been paid at maturity, the drawer sold thedg and retained the proceeds, but indorsed the
bill to A. A's title is subject to the same objiect as the drawer’s title.

60. Instrument negotiable till payment or satisfaction

A negotiable instrument may be negotiated (excepthe maker, drawee or
acceptor after maturity) until payment or satigtactthereof by the maker,
drawee or acceptor at or after, maturity, but fii@rauch payment or satisfaction.

PART V
OF PRESENTMENT

61.Presentment for acceptance

A bill of exchange payable after sight must, iftmoe or place is specified
therein for presentment, be presented to the dralereof for acceptance, if he
can, after reasonable search, be found, by a perddied to demand acceptance,
within a reasonable time after it is drawn, andusiness hours on a business day.
In default of such presentment, no party theretbaisle thereon to the person
making such default.

If the drawee cannot, after reasonable searchfohad, the bill is
dishonoured.
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If the bill is directed to the drawee at a paitacuplace, it must be
presented at that place; and if at the due dateresentment he cannot, after
reasonable search, be found there, the bill isodistired.

When authorised by agreement or usage, a preseinthrengh the post
office by means of a registered letter is suffitien

62.Presentment of promissory note for sight

A promissory note, payable at a certain periodrafight must be
presented to the maker thereof for sight (if he after reasonable search be
found) by a person entitled to demand payment,imvishreasonable time after it
is made and in business hours on a business daféwlt of such presentment,
no party thereto is liable thereon to the persokingasuch default.

63. Drawee’s time for deliberation
The holder must, if so required by the drawee dbila of exchange
presented to him for acceptance, allow the drawag-€ight hours (exclusive of
public holidays to consider whether he will acaept
64.Presentment for payment
Promissory notes, bills of exchange and chequed brigpresented for
payment to the maker, acceptor or drawee therspieively, by or on behalf of
the holder as hereinafter provided. In default ofhs presentment, the other

parties thereto are not liable thereon to sucherold

Where authorised by agreement or usage, a presenthrough the post
office by means of a registered letter is suffitien

Exception: Where a promissory note is payable on demand ambi
payable at a specified place, no presentment isssacy in order to charge the
maker thereof.

65. Hours for presentment

Presentment for payment must be made during the bsurrs of business
and, if at a banker’s, within banking hours.
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66. Presentment for payment of instrument payable aftedate or sight

A promissory note or bill of exchange, made payala specified period
after date or sight thereof, must be presentegdgment at maturity.

67.Presentment for payment of promissory note payablby instalments

A promissory note payable by instalments must lesgmted for payment
on the third day after the date fixed for paymeheach instalment; and non-

payment on such presentment has the same effestrapayment of a note at
maturity.

68.Presentment for payment of instrument payable at sgcified place and not
elsewhere

A promissory note, bill of exchange or cheque mattayn or accepted
payable at a specified place and not elsewhere, imustder to charge any party
thereto, be presented for payment at that place.

69. Instrument payable at specified place

A promissory note or bill of exchange made, drawaacepted payable at
a specified place must, in order to charge the makedrawer thereof, be
presented for payment at that place.

70.Presentment where no exclusive place specified.

A promissory note or bill of exchange, not madeghdg as mentioned in
sections 68 and 69, must be presented for paymeahteaddress of the maker,
acceptor or drawee given in the instrument, amtbiuch address is given at the
place of business (if known), or at the ordinargidence (if known), of the
maker, drawee or acceptor thereof, as the caséomay

71.Presentment when maker, etc., has no known place bfisiness or residence
If the maker, drawee, or acceptor of a negotiatd&riment has no known
place of business or residence, and no place isfigokin the instrument for

presentment for acceptance or payment such presehtmay be made to him in
person wherever he can be found.
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Explanation: In this section and sections 68 and 69, “specifiate”
means a place sufficiently described so as to enttd person presenting the

instrument to locate it.

71A. What Constitutes valid presentment and mode gfresentment

(1) To constitute a valid presentment it shall be sigfit if instead of the
original negotiable instrument a copy thereof éiedito be true by the
holder is delivered to the person liable theredthee personally or by
registered post or by other effective means.

(2) If, after such delivery, the person liable to paydemands, the holder
shall allow him to inspect the original negotialistrument during the
hours of business of the holder, and if the hofdiés to do so within a
reasonable time, the presentment shall be deemealitvalid.

72.Presentment of cheque to charge drawer

Subject to the provisions of section 84, a chequstmn order to charge
the drawer, be presented at the bank on which drasvn before the relation
between the drawer and his banker has been altetbd prejudice of the drawer.

73.Presentment of cheque to charge any other person

A cheque must, in order to charge any person extteptdrawer, be
presented within a reasonable time after delivieeydof by such person.

74.Presentment of instrument payable at demand.

Subject to the provisions of section 31, a negtgiaistrument payable on
demand must be presented for payment within a nade time after it is

received by the holder.

75.Presentment by or to agent, representative of decsad, or assignee of
insolvent.

Presentment for acceptance, or payment may be n@dée duly
authorised agent of the drawee, maker or accepgathe case may be, or, where
the drawee, maker or acceptor has died, to hid legaesentative, or where he

has been declared an insolvent, to his assignee.
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75A. Excuse for delay in presentment for acceptanaa payment

Delay in presentment for acceptance of paymemntésised if the delay is
caused by circumstances beyond the control of théeh and not imputable to
his default, misconduct or negligence. When theseaof the delay ceases to
operate, presentment must be made within a realsotiaie.

76.When presentment unnecessary

No presentment for payment is necessary, and tsteument shall be
deemed to be dishonoured at the due date for gresat) in any of the following
cases:

(a) if the maker, drawee or acceptor intentionally preg the presentment of
the instrument, or
if the instrument being payable at his place ofiless, he closes such
place on a business day during the usual busirwess,lor
if the instrument being payable at some other &pécplace, neither he
nor any person authorised to pay it attends at plate during the usual
business hours, or
if the instrument not being payable at any spetiptace, he cannot after
due search be found;

(b) as against any party sought to be charged thereilvile has engaged to
pay notwithstanding non-presentment;

(c) as against any party if, after maturity, with knedde that the instrument
has not been presented-
he makes a part payment on account of the amownbxuhe instrument,
or promises to pay the amount due therein whole part,
or otherwise waives his right to take advantageaal/ default in
presentment for payment;

(d) as against the drawer, if the drawer could notesuddmage from the want
of such presentment; and

(e) where, after the exercise of reasonable diligepoesentment as required
by this Act cannot be effected.

77.Liability of banker for negligently dealing with bi ll presented for payment

When a bill of exchange, accepted payable at aifsggedank, has been
duly presented there for payment and dishonoufedeibanker so negligently or
improperly keep, deals with or delivers back sudhds to cause loss to the
holder, he must compensate the holder for such loss
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PART VI
OF PAYMENT AND INTEREST

78.To whom payment should be made

Subject to the provision of section 82, clause gayment of the amount
due on promissory notes, bill of exchange or chegust, in order to discharge
the maker or acceptor, be made to the holder ohteument.

79.Interest when rate specified

When interest at a specified rate is expressly mpdgable on a
promissory note or bill of exchange, interest shmdl calculated at the rate
specified, on the amount to the principal money theeeon, from the date of the
instrument, until tender or realization of such amo or until such date after the
institution of a suit to recover such amount asdatert directs.

80. Interest when no rate specified

When no rate of interest is specified in the insieat, interest on the
amount due thereon shall, notwithstanding any ages¢ relating to interest
between any parties to the instrument, be calallatehe rate of fifteen per cent
per annum, from the date at which the same oughave been paid by the party
charged, until tender or realization of the amadun¢ thereon, or until such date
after the institution of a suit to recover such amtaas the court directs.

Explanation: When the party charged is the indorser of an unsént
dishonoured by non-payment, he is liable to pagredt only from the time that
he receives notice of the dishonour.

81.Delivery of instrument on payment or indemnity in @ase of loss

Any person liable to pay, and called upon by thieléwothereof to pay, the
amount due on a promissory note, bill of exchangeheque is before payment
entitled to have it shown, and is on payment exttitio have it delivered up to
him, or, if the instrument is lost or cannot bedurced, to be indemnified against
any further claim thereon against him.
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PART VI
OF DISCHARGE FROM LIABILITY ON NOTES, BILLS AND CHRUES

82.Discharge from liability

The maker, acceptor or indorser respectively oégotiable instrument is
discharged from liability thereon —

(a) By cancellation — to a holder thereof who cancelshsacceptor’s or
indorser's name with intent to discharge him, amcft parties claiming
under such holder;

(b) By release — to a holder thereof who otherwise hdigge such maker,
acceptor or indorser, and to all parties deriviitig tunder such holder
after notice of such discharge;

(c) By payment — to all parties thereto, if the instamhis payable to bearer,
or has been indorsed in blank, and such makerptarcer indorser makes
payment in due course of the amount due thereon.

83.Discharge by allowing drawee more than forty-eighhours to accept

If the holder of a bill of exchange allows the desamore than forty eight
hours, exclusive of public holidays, to considerettter he will accept the same,
all previous parties not consenting to such allaveaare thereby discharged from
liability to such holder.

84.When cheque not duly presented and drawer damagetiéreby

(1) Where a cheque is not presented for paymemirwé reasonable time of
its issue, and the drawer of person on whose atébimndrawn had right, at the
time when presentment ought to have been madeetagedn himself and the
banker, to have the cheque paid and suffers adamahge through the delays, he
is discharged to the extent of such damage, thiat $ay, to the extent to which
such drawer or person is a creditor of the banker large amount than he would
have been if such cheque had been paid.

(2) In determining what is a reasonable time, régdnall be had to the nature

of the instrument, the usage of trade and of banlard the facts of the particular
case.
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3) The holder of the cheques as to which such eraw person is so
discharged shall be a creditor, in lieu of suchndraor person, of such banker to
the extent of such discharged and entitled to recthe amount from him.

ILUSTRATIONS

(a) A draws a cheque for Nu.1000, and, when the cheggt to be presented, has
funds at the bank to meet it. The bank fails befibie cheque is presented. The
drawer is discharged, but the holder can provenag#iie bank for the amount of the
cheque.

(b) A draws a cheque at Umballa on a bank in Calctitia.bank fails before the cheque
could be presented in ordinary course. A is nothdisged, for he has not suffered
actual damage through any delay in presentingtiegue.

85.Cheque payable to order

(1) Where a cheque payable to order purports tmd@sed by or on behalf
of the payee, the drawee is discharged by paymeshie course.

(2) Where a cheque is originally expressed to lyalpe to bearer, the drawee
is discharged by payment in due course to the béagesof, notwithstanding any
indorsement whether in full or in blank appearihgreon, and notwithstanding
that any such indorsement purports to restricixoluele further negotiation.

85A. Drafts drawn by one branch of a bank on anothepayable to order

Where any draft, that is an order to pay moneydrhy one office of a
bank upon another office of the same bank for a simoney payable to order
on demand, purports to be indorsed by or behalthef payee, the bank is
discharged by payment in due course.

86. Parties not consenting discharged by qualified oiirnited acceptance

If the holder of a bill of exchange acquiesces gualified acceptance, or
one limited to part of the sum mentioned in thd, mF which substitutes a
different place or time for payment, or which, wiaéne drawees are not partners,
is not signed by all the drawees, all previousipanvhose consent is not obtained
to such acceptance are discharged as against lifher lamd those claiming under
him, unless on notice given by the holder theym@tstgesuch acceptance.
Explanation: An acceptance is qualified —

(a) where it is conditional, declaring the payment éodependent on the
happening of an event therein stated,
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(b) where it undertakes the payment of part only ofgt ordered to be
paid,

(c) where, no place of payment being specified on tderat undertakes
the payment at a specified place, and not otheraiselsewhere; or
where, a place of payment being specified in tliegrit undertakes
the payment at some other place and not otherwisksewhere;

(d) where it undertakes the payment at a time othem that at which
under the order it would be legally due.

87.Effect of material alteration

Any material alteration of a negotiable instrumestiders the same void
as against anyone who is a party thereto at the eihmaking such alteration and
does not consent thereto, unless it was made ier aodcarry out the common
intention of the original parties;

Alteration by indorsee: and any such alteration, if made by an indorsee,
discharges his indorser from all liability to him respect of the consideration
thereof.

The provisions of this section are subject to thofssections 20, 49, 86
and 125.

88. Acceptor or indorser bound notwithstanding previousalteration

An acceptor or indorser of a negotiable instrumesntoound by the
acceptance or indorsement notwithstanding any eusvialteration of the
instrument.

89. Payment of instrument on which alteration is not aparent

Where a promissory note, bill of exchange or chdupge been materially
altered but does not appear to have been so gltered

or where a cheque is presented for payment whiels dot at the time of
presentation appear to be crossed or to have hawssing which has been
obliterated,

payment thereof by a person or banker liable togay paying the same
according to the apparent tenor thereof at the tifnpayment and otherwise in
due course, shall discharge such a person or bémkerall liability thereon, and
such payment shall not be questioned by reasomiseoinstrument having been
altered, or the cheque crossed.
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90. Extinguishment of rights of a action on bill in aceptor’s hands

If a bill of exchange, which has been negotiatedatsor after maturity,
held by the acceptor in his own right, all rightsaotion thereon are extinguished.

PART VII
OF NOTICE OF DISHONOUR

91. Dishonour by non-acceptance

A bill of exchange is said to be dishonoured by-anoceptance when the
drawee, or one of several drawees not being pattneakes default in acceptance
upon being duly required to accept the bill, or rehpresentment is excused and
the bill is not accepted.

Where the drawee is incompetent to contract, or dbeeptance is
gualified the bill may be treated as dishonoured.

92.Dishonour by non-payment

A promissory note, bill of exchange or cheque id sabe dishonoured by
non-payment when the maker of the note, acceptdhefill or drawee of the
cheque makes default in payment upon being dulyired, to pay the same.

93.By and to whom notice should be given

When a promissory note, bill of exchange or chegudishonoured by
non-acceptance or non-payment, the holder themrofome party thereto who
remains liable thereon, must give notice that thetrument has been so
dishonoured to all other parties whom the holdeksdo make severally liable
thereon, and to some one of several parties whoseéks to make jointly liable
thereon.

Nothing in this section renders it necessary te giotice to the maker to

the dishonoured promissory note, or the draweecoemor of the dishonoured
bill of exchange or cheque.
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94.Mode in which notice may be given

Notice of dishonour may be given to a duly authextiagent of the person
to whom it is required to be given, or, where hes ldhed, to his legal
representative, or, where he has been declaredsatvent, to his assignee; may
be oral or written; may, if written, be sent by p@nd may be in any form; but it
must inform the party to whom it is given, either eéxpress terms or by
reasonable intendment that the instrument has destronoured, and in what
way, and that he will be held liable thereon; ahdnust be given within a
reasonable time after dishonour, at the place siness or (in case such party has
no place of business) at the residence of the partyhom it is intended.

If the notice is duly directed and sent by post anidcarries, such
miscarriage does not render the notice invalid.

95. Party receiving must transmit notice of dishonour

Any party receiving notice of dishonour must, id@r to render any prior
party liable to himself, give notice of dishonoarduch party within a reasonable
time, unless such party otherwise receives due@ais provided by section 93.

96. Agent for presentment

When the instrument is deposited with an agenpfesentment, the agent
is entitled to the same time to give notice tognacipal as if he were the holder
giving notice of dishonour, and the principal igiged to a further like period to
give notice of dishonour.

97.When notice of dishonour is unnecessary

When the party to whom notice of dishonour is disped is dead, but the
party dispatching the notice is ignorant of histdethe notice is sufficient.

98.When notice of dishonour is unnecessary

No notice of dishonour is necessary —

(a) when it is dispensed with by the party entitled ¢he;

(b) in order to charge the drawer, when he has couatsied payment,

(c) when the party charged could not suffer damagewé#mit of notice;

(d) when the party entitled to notice cannot after dearch be found; or the
party bound to give notice is, for any other reasamable without any
fault of his own to give it;
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(e) to charge the drawers, when the acceptor is atkavaer;

() in the case of a promissory note which is not nebt#; and

(g) when the party entitled to notice, knowing the g$actpromises
unconditionally to pay the amount due on the imagnt.

PART IX
OF REASONABLE TIME

99. Reasonable time

In determining what is a reasonable time for prament for acceptance or
payment or for giving notice of dishonour, regandlsbe had to the nature of the
instrument and the usual course of dealing witlpeesto similar instruments;
and, in calculating such time, public holidays sbalexcluded.

100. Reasonable time of giving notice of dishonour

If the holder and the party to whom notice of distiar is given carry on
business or live (as the case may be) in diffepates, such notice is given

within a reasonable time if it is dispatched by tiext post or on the day next
after the day of dishonour.

If the said parties carry on business or live i@ $ame place, such notice
is given within a reasonable time if it is dispadtin time to reach its destination
on the date next after the day of dishonour.

101. Reasonable time for transmitting such notice

A party receiving notice of dishonour, who seeksetdorce his right
against a prior party, transmits the notice withireasonable time if he transmits

it within the same time after its receipt, as haildchave had to give notice if he
had been the holder.
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PART X
OF ACCEPTANCE AND PAYMENT FOR HONOUR
AND REFERENCE CASE OF NEED

102. Acceptance for honour

When an acceptance on a bill of exchange has kased, any person
not being a party already liable thereon may, il consent of the holder, by
writing on the bill accept the same for the honoluany party thereto.

103. How acceptance for honour must be made

A person desiring to accept for honour must, bytimgion the bill under
his hand, declare that he accepts that bill undetegt for the honour of the
drawer or of a particular indorser whom he nameggeaerally for honour.

104. Acceptance not specifying for whose honour it is noe

Where the acceptance does not express for whossuhdnis made it
shall be deemed to be made for the honour of theeir.

105. Liability of acceptor for honour

An acceptor for honour binds himself to all parsebsequent to the party
for whose honour he accepts to pay the amounteobithif the drawee dose not;
and such party and all prior parties are liablethair respective capacities to
compensate the acceptor for honour for all losslamnage sustained by him in
consequence of such acceptance.

But an acceptor for honour is not liable to thedeolof the bill unless it is
presented, or (in case the address given by sumdptmr on the bill is a place
other than the place where the bill is made paydblsvarded for presentment,
not later than the day next after the day of it$umity.

106. When acceptor for honour may be charged
An acceptor for honour cannot be charged unlessbitiehas at its

maturity been presented to the drawee for paynaeot,has been dishonoured by
him.
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107. Payment for honour

When payment on a bill of exchange has been refusmeg person may
pay the same for the honour of any party liablpayp the same; provided that the
person so paying or his agent in that behalf hasipusly declared in writing the
party for whose honour he pays, and that such deia has been recorded on
the bill itself.

108. Right of payer for honour

Any person so paying is entitled to all the righitsyespect of the bill, of
the holder at the time of such payment, and magvercfrom the party for whose
honour he pays all sums so paid, with interestethrerand with all expenses
property incurred in making such payment.

1009. Drawee in case of need

Where a drawee in case of need is named in afb@kchange, or in any
indorsement thereon, the bill is not dishonouretl itrhas been dishonoured by
such drawee.

110. Acceptance and payment by drawee in need

A drawee in case of need may accept and pay thefbéxchange even
where acceptance and payment of the bill has besmopsly refused.

PART XI
OF COMPENSATION

111. Rules as to compensation

The compensation payable in case of dishonourahimsory note, bill of
exchange or cheque, by any party liable to thedrotat any indorsee, shall be
determined by the following rules:

(a) the holder is entitled to the amount due upon tisé&riiment together with
the expense properly incurred in presenting ibarards its dishonour;

(b) when the person charged resides at a place différen that at which the
instrument was payable, the holder is entitledetceive such sum at the
current rate of exchange between the two places;
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112.

(c) an indorser who, being liable, has paid the amauw® on the same is

entitled to the amount so paid with interest aeé&h per cent per annum
from the date of payment until tender or realizatibereof, together with
all expenses caused by the dishonour and payment;

(d) when the person charged and such indorser residéfexrent places, the

indorser is entitled to receive such sum at theectirrate of exchange
between the two places;

(e) the party entitled to compensation may draw augbn the party liable to

compensate him, payable at sight or on demandth®ramount due to
him, together with all expenses properly incurrgdhbm. Such bill must
be accompanied by the instrument dishonoured. IEhsuill is

dishonoured, the party dishonouring the same ibldiato make
compensation thereof in the same manner as inese af the original bill.

PART XII
SPECIAL RULES OF EVIDENCE

Presumption as to negotiable instruments of considation

Until the contrary is proved, the following presuiops shall be made:-

(a) of consideration — that every negotiable instrunvesis made or drawn for

consideration, and that every such instrument, wheas been accepted,
indorsed, negotiated or transferred, was accepedrsed, negotiated or
transferred for consideration;

(b) as to date — that every negotiable instrument bgaxidate was made or

drawn on such date;

(c) as to time of acceptance — that every acceptedobikxchange was

accepted within a reasonable time after its datiebafore its maturity;

(d) as to time of transfer — that every transfer ofatiadple instrument was

made before its maturity;

(e) as to order of indorsements — that the indorsemappearing upon a

negotiable instrument were made in the order inctwhihey appear
thereon;

(H as to stamps — that a lost promissory note, bihathange or cheque was

duly stamped; and

(g) that holder is a holder in due course — that thieldroof a negotiable

instrument is a holder in due course; provided, théere the instrument
has been obtained from its lawful owner, or frony aerson if lawful
custody thereof, by means of an offence or fraudhas been obtained
from the maker or acceptor thereof by means offeemce or fraud, or for
unlawful consideration, the burden of proving ttregt holder is a holder in
due course lies upon him.
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113. Presumption on proof of dishonour

In a suit upon an instrument, which has been dishied, the court shall,
on proof of issuance of the notice, presume thedadishonour, unless and until
such fact is disproved.

114. Estoppel against denying original validity of instument

No maker of a promissory note, and no drawer ofllaob exchange or
cheque, and no acceptor of a bill of exchangeHerhonour of the drawer, shall,
in a suit thereon by a holder in due course, bejesd to deny the validity of the
instrument as originally made or drawn.

115. Estoppel against denying capacity of payee to indse

No maker of a promissory note, and no acceptor bfllaof exchange
payable to order shall, in suit thereon by a holdedue course, be permitted to
deny the payee’s capacity, at the date of notallptdindorse the same.

116. Estoppel against denying signature or capacity ofrpr party

No indorser of a negotiable instrument shall, irswat thereon by a
subsequent holder, be permitted to deny the sigmatucapacity to contract of
any prior party to the instrument.

PART XIII
OF CROSSED CHEQUES

117. Cheque crossed generally

Where a cheque bears across its face an additiomeofwords “and
company” or any abbreviation thereof, between taralbel transverse lines, or of
two parallel transverse lines simply, either with without the words “not
negotiable”, that addition shall be deemed a cngssand the cheque shall be
deemed to be crossed generally.
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117A. CHEQUE CROSSED “ACCOUNT PAYEE”

(1) Where a cheque crossed generally bears at¢sosee an addition of
the words “account payee” between the two paraideisverse lines
constituting the general crossing, the cheque desdbeing crossed
generally, is said to be crossed “ account payee”.

(2) When a cheque is crossed “account payee”-
(a) it shall cease to be negotiable; and
(b) it shall be the duty of the banker collecting pagpmef the
cheque to credit the proceeds thereof only to toeunt of the
payee named in the cheque.

118. Cheque crossed specially

Where a cheque bears across its face an additidre ofame of a banker,
either with or without the words “not negotiabl#iat addition shall be deemed a
crossing and the cheque shall be deemed to beedrepgcially, and to be crossed
to that banker.

119. Crossing after issue

Where a cheque is uncrossed, the holder may ctoggnerally or
specially.

Where a cheque is crossed generally, the holdercnaeg it specially.
Where a cheque is crossed generally or speciaéyhblder may add the
words “not negotiable”.

Where a cheque is crossed specially, the bankehton it is crossed may
again cross it specially to another banker, hisigder collection.

When an uncrossed cheque, or a cheque crossedaljgnier sent to a
banker for collection, he may cross it speciallfitmself.

119A. Crossing a material part of a cheque
A crossing authorized by this Act is a materialtperthe cheque; it shall

not be lawful for any person to obliterate, or, epicas authorized by this Act, to
add to or alter, the crossing.

120. Payment of cheque crossed generally

Where a cheque is crossed generally, the bankethom it is drawn shall
not pay it otherwise than to a banker.
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Payment of cheque crossed specially: Where a chequessed specially,
the banker to whom it is drawn shall not pay itevthise than to the banker to
whom it is crossed, or his agent for collection.

121. Payment of cheque crossed specially more than once

Where a cheque is crossed specially to more tharbanker, except when
crossed to an agent for the purpose of collectiom panker on whom it is drawn
shall refuse payment thereof.

122. Payment in due course of crossed cheque

Where the banker on whom a crossed cheque is dnas/ipaid the same
is due course, the banker paying the cheque, arch§e such cheque has come to
the hands of the payee) the drawer thereof, skapactively be entitled to the
same rights, and be placed in the same positical isespect, as they would
respectively be entitled to and place in if the antof the cheque had been paid
to and received by the true owner thereof.

123. Payment of crossed cheque out of due course

Any banker paying a cheque crossed generally otkerthan to a banker,
or a cheque crossed specially otherwise than tdoam&er to whom the same is
crossed, or his agent for collection, being a bgng&bkall be liable to the true
owner of the cheque for any loss he may sustain@ta the cheque having been
S0 paid.

124. Cheque bearing “not negotiable”

A person taking a cheque crossed generally or alhgdbearing in either
case the words “non negotiable”, shall not havesdradl not be capable of giving,
a better title to the cheque than that which thegefrom whom he took it had.

125. Non-liability of banker receiving payment of cheque

Subject to the provisions of this Act relating teeques crossed “account
payee”, where a banker who has in good faith aniout negligence received
payment for a customer of a cheque crossed geyeratipecially to himself shall
not, in case the title to the cheque proves defectncur any liability to the true
owner of the cheque by reason only of having rexesuch payment.
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Explanation: A banker receives payment of a crossed chequeafor
customer within the meaning of this section notatiéimding that he credits his
customer’s account with the amount of the chequeréereceiving payment
thereof.

125A. Application of Part to drafts

The provisions of this Part shall apply to any tiraé defined in section
85A, as if the draft were a cheque.

PART XIV
OF BILLS IN SETS

126. Set of bills

Bills of exchange may be drawn in parts, each pamg numbered and
containing a provision that it shall continue pdgabnly as long as the others
remain unpaid. All the parts together make a set;thbe whole set constitutes
only one bill, and is extinguished when one of laets if a separate bill, would be
extinguished.

Exception— When a person accepts or indorses differens péthe bill in
favor of different persons, he and the subsequeltdrsers of each part are liable
on such part as if it were a separate bill.

127. Holder of first acquired part entitled to all
As between holders in due course of different paftthe same set, he

who first acquired title to his part is entitled tloe other parts and the money
represented by the bill.
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PART XV
OF INTERNATIONAL LAW

128. Law governing liability of parties to a foreign indrument

In the absence of contract to the contrary andestiltp the provisions of
section 130, in the case of a foreign promissory t& bill of exchange or
cheque, -

(a) the law of the place where the instrument was noadiawn, or accepted
or negotiated shall determine-

(i) the capacity of the parties; and
(ii) the validity of the instrument or, as the case rbay of its
acceptance or negotiation;
Provided that such instrument shall not be validimadmissible in
evidence by reason only that it was not stampechar sufficiently
stamped according to the law of the place wherag made.

(b) the law of the place where such instrument is playsiiall determine,-

(i) the liability of all parties thereto;

(i) the duties of the holder with respect to presentmiem
acceptance or payment;

(ii)the date of maturity of the instrument;

(iv)what constitutes dishonour;

(v) the necessity for and sufficiency of a notice shdinour; and

(vi)all questions relating to payment and satisfactratuding the
currency in which and the rate of exchange at whilcé
instrument is to be paid.

ILLUSTRATION

A bill of exchange was drawn by A in California, erle the rate of interest is 25%, and
accepted by B, payable in Washington, where treahinterest is 6 per cent. The bill is indorsed
in Bhutan, and is dishonoured. An action on theidibrought against B in Bhutan. He is liable to
pay interest at the rate of 15 per cent only; ib&,is charged as drawer, A is liable to pay iefsr
at the rate 25 per cent.

129. Instrument made, etc. out of Bhutan, but in accordace with the law
of Bhutan

If a negotiable instrument is made, drawn acceptethdorsed outside

Bhutan, but in accordance with the law of Bhutdig tircumstances that any
agreement evidenced by such instrument is invalmb@aing to the law of the
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country wherein it was entered into does not idatk any subsequent acceptance
or indorsement made thereon within Bhutan.

130. Presumption as to foreign law

The law of any foreign country regarding promissargtes, bills of
exchange and cheques shall be presumed to bertteeasathat of Bhutan, unless
and until the contrary is proved.

PART XVI
OF PENALITIES IN CASE OF DISHOUR OF CERTAIN CHEQUE®R
INSFFICIENCY OF FUNDS IN THE ACCOUNTS

131. Dishonour of cheque for insufficiency, etc., of fuds in the accounts

Where any cheque drawn by a person on an accountaimgd by him
with a banker for payment of any amount of monegriother person from out of
that account for the discharge, in whole or in pairany debt or other liability, is
returned by the bank unpaid, either because o&theunt of money standing to
the credit of that account is insufficient to honthe cheque or that it exceeds the
amount arranged to be paid from that account bpgreement made with that
bank, such person shall be deemed to have commatedffence and shall,
without prejudice to any other provision of this tAde punished with
imprisonment for a term or with fine or both aseatetined with the provisions of
the Thrimzhung Chenpo.

Provided that nothing contained in this sectiorlls@ply unless:

@ the cheque has been presented to the bank witheni@d of six
months from the date on which it is drawn or withie period
of its validity, whichever is earlier.

(b) the payee or the holder in due course of the cheapuithe case
may be, makes a demand for the payment of theasaadint of
money by giving a notice, in writing, to the drawef the
cheque, within fifteen days of the receipt of imf@tion by him
from the bank regarding the return of the chequenasid, and

(c) the drawer of such cheque fails to make the paywietite said
amount of money to the payee or, as the case maiolibe
holder in due course of the cheque, within fiftelys of the
receipt of the said notice.
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Explanation —For the purposes of this section, “debt or otledbility”
means a legally enforceable debt or other liability

132. Presumption in favour of holder

It shall be presumed, unless the contrary is proteat the holder of a
cheque received the cheque of the nature refewenh tsection 131 for the
discharge, in whole or in part, of any debt or offability.

133. Defence which may not be allowed in any prosecutiorunder
section 131

It shall not be defense in a prosecution for aerafé under section 131
that the drawer had no reason to believe when $igeds the cheque that the
cheque may be dishonoured on presentment for #s®me stated in that section.

134. Offences by companies

(2) If the person committing an offence under sectil31l is a
company, every person who, at the time the offemas committed, was in
charged of, and was responsible to, the companth&rconduct of the business
of the company, as well as the company, shall meed to be guilty of the
offence and shall be liable to be proceeded agamipunished accordingly.

Provided that nothing contained in this sub-secsioall render any person
liable to punishment if he proves that the offeme@s committed without his
knowledge, or that he had exercised all due dikgeto prevent the commission
of such offence.

(2) Notwithstanding anything contained in sub-s&ti{l), where any
offence under this Act has been committed by a @m@nd it is proved that the
offence has been committed with the consent or iganne of, or is attributable
to, any neglect on the part of, any director, managecretary or other officer of
the company, such director, manager, secretarytlogr cofficer shall also be
deemed to be guilty of that offence and shall labld to be to be proceeded
against and punished accordingly.

Explanation — For the purposes of this section, -

€) “company” means any body corporate and incladfsn or other
association of individuals; and
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(b) “director”, in relation to a firm, means a peet in the firm.

135. Cognizance of offences

Notwithstanding anything contained in any law foe time being in force, -
€) no court shall take cognizance of any offenaaighable under
section 131 except upon a complaint, in writingdmay the payee or, as
the case may be, the holder in due course of tegush and

(b) Such complaint is made within one month ofdlaée on which the
cause-of-action arises under clause (c) of theipodwo section 131.
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