


Shortanswers:

1)Whatismeantbyconsideration?

‘QuidProQuo’isaLatinphrasethemeaningofwhichis‘somethinginreturn.Apartyto

anagreementwhopromisestodosomethingmustgainsomethinginreturn.Thisis

calledCONSIDERATION.

2)Whoistheminor?

Inlaw,aminorisapersonunderacertainage,usuallytheageofmajority,whichlegally

demarcateschildhoodfrom adulthood.Theageofmajoritydependsuponjurisdiction

andapplication,butitisgenerally18.

3)Writethemeaningofrescission.

Itreferstothecancellationofmacontractbyapartyduetothefailureoftheother

partytofulfilhisobligationsarisingunderthecontract.

4)Whatismeantbysurety?

Heisthepersonwhoguaranteethepaymentofdebtbyadebtortothecreditor.

5)Whatisagency?

Agencyisanareaofcommerciallawdealingwithasetofcontractual,quasi-contractual

andnoncontractualfiduciaryrelationshipsthatinvolveaperson,calledtheagent,that

isauthorisedtoactonbehalfofanother(Principal)tocreatelegalrelationswithathird

party.

6)Definesales

A contractofsaleisalegalcontractanexchangeofgoods,servicesandpropertytobe

exchangedfrom sellertobuyerforanagreeduponvalueinmoneypaidthepromiseto

paythesame.

7)Whatisthemeaningofauctionsale?

Anauctionsaleisapublicsalewheredifferentintendingbuyerstrytooutbideachother.

Thetransactionisfinallysettledinfavourofthehighestbidder.

8)Definecheque.

Achequeisadocumentthatordersabanktopayaspecificamountofmoneyfrom a

person’saccounttothepersoninwhosenamethechequehasbeenissued.

9)Whoisdrawer?



Adrawerisapersonorentitytopaytheamountstatedinaninstrument,suchas,a

personwhowritesacheckandthemakerofanoteordraft.Draweristheonewho

makesthebillofexchange.

10) Defineoffer.

An‘offer’iaalsoknownasa‘proposal’.AccordingtoSection2(a),“whenoneperson

signifiestoanotherhiswillingnesstodoorabstainfrom doinganythingwithaviewto

obtainingtheassentofthatothertosuchactorabstinence,heissaidtomakea

proposal”.

11) Whatiscontingentcontract?

Itisacontracttodoornottodosomethingifsomeevent,collateraltosuchcontract,

doesordoesnothappen.

12) Whatismeantbynovation?

Ittakesplacewhenacontractissubstitutednyanothercontracteitherbetweenthe

samepartiesorbetweenoneofthepartiesandathirdparty.

13) Whatismeantbyperformanceofcontract?

Thepartiestoacontractmusteitherperform oroffertoperform theirrespective

promisesunlesssuchperformanceisdispensedwithorexcusedundertheprovisoinsof

thisActorofanyotherlaw.

14) /Whatismeantbycontractofindemnity?

Acontractbywhichonepartypromisestosavetheotherfrom losscausedtohim by

theconductofthepromisorhimselforbytheconductofanyotherpersoniscalleda

contractofindemnity.

15) Whatismeantbypledge?

Itisthebailmentofgoodsassecurityforthepaymentofadebtorperformanceofa

promise.

16) Whatisagreementofsale?

Anagreementofsaleisalegaldocumentthatoutlinesthetermsofarealestate

transactions.Itliststhepriceandotherdetailsofthetransaction,andissignedbythe

sellertothebuyer.

17) Definecondition.



Itisastipulationthatisessentialtothemainpurposeofthecontractthebreachof

whichgivestheotherpartytherighttorepudiatethecontract.

18) Whatispromissorynotes?

Promissorynoteisadocumentthatrecordsapromiseropaybackmoneythathas

beenloanedbyonepersontoanother.Thepartymakingthepromisetorepayisknown

asthedebtororthemakerofthenotesandthepartyloaningthemoneyiscalledthe

creditorortheholderofthenote.

19) Whatismeantbynegotiableinstruments?

Anegotiableinstrumentisadocumentguaranteeingthepaymentofaspecificamount

ofmoney,eitherondemand,oratasettime,withthepayernamedonthedocument.

20) Whatisexpressoffer?

Anoffermadebyexpresswords-spokenorwrittenisknownasexpressoffer.

Eg:PtellsQ”willyoubuymycycleforRs.1000?”

21) Whatdoyoumeanbycoercion?

CoercionisthecommittingorthreateningtocommitanyactforbiddenbytheIndian

penalcodeortheunlawfuldetainingorthreateningtodetainanypropertytothe

prejudiceofanypersonwhatever,withtheintentionofcausinganypersontoenterinto

anagreement.

22) WhatisQuasicontract?

Itiscreatedbylawanditrestsonthegroundthatapersonshallnotbeallowedto

enrichhimselfunjustlyatthecostofanother.

23) Whatdoyoumeanbydeliveryofgoods?

DeliveryofgoodsintheSaleofgoodsActisdefinedasavoluntarytransferof

possessionfrom onepersontoanother.

24) Whatisgeneralcrossing?

Ingeneralcrossing,thechequebearsacrossitsfaceanadditionoftwoparallel

transverselinesand/ortheadditionofwords’andco’or’notnegotiable’betweenthem.

25) Whatisendorsement?

Endorsementhasdifferentmeanings,butinthelawofnegotiableinstrumentssuchas

checkandsecurities,itistheactoftheownerorpayeesigninghis/hernametothe



backofacheque,billofexchangeorothernegotiableinstrumentsoastomakeit

payabletoanother.

26) Whatisthemeaningofvoidagreement?

AccordingtoSection2(g),”anagreementnotenforceablebylawissaidtobevoid”.

27) Whoiswaiver?

Theintentionalandvoluntarygivingupofsomething,suchasaright,eitherbyan

expressstatementorbyconduct.Theproblem whichmayariseisthatawaivermaybe

interpretedasgivinguptherighttoenforcethesamerightinthefuture.

28) Whatisattemptedperformanceofcontract?

Sometimes,thepromisormayoffertoperform hisobligationunderthecontractonthe

duedatebutthepromisormayrefusetoacceptperformance.Thisiswhatisknownas

‘AttemptedPerformance’.

29) Whatiscontractofguarantee?

Acontracttoperform thepromiseordischargetheliabilityofathirdpersonincaseof

hisdefault.

30) Whatisthemeaningofwarranty?

Itisastipulationthatiscollateraltothemainpurposeofthecontractthebreachof

whichgivestheotherpartytherighttoclaim damagesonly.

31) Definebillofexchange

Abillofexchangeisawritingbyapartyorderinganother(payor)topayacertain

amounttoathirdparty(payee).

32) Differencebetweenvoidcontractandvoidagreement.

VOIDAGREEMENT VOIDCONTRACT

MEANING Voidagreementreferstoan

agreementwhichasperlaw,is

unenforceableandhastolegal

consequences.

Voidcontractimpliesavalidcontract,

thatceasestobeenforceablebylaw,

becomesavoidcontract,whenit

lacksenforceability.

VOID

ABINITO

Itisvoidfrom theverybeginning. Itisvalidatthebeginningbutlateron

becomesvoid.

PERIOD Itisnevervalid. Itisvalid,tillitdoesnotceasetobe



OF

VALIDITY

enforceable.

CAUSES Duetoabsenceofoneofmore

essentials.

Duetoimpossibilityofperformance.

33) Whatismeantbyfreeconsent?

Consentissaidtobefreewhenitisnotcausedbycoercion,undueinfluence,fraud,

misrepresentationormistake.

34) WhatisQuantum Meruit?

‘Quantum Meruit’means’asmuchasmerited’or‘asmuchasearned’.Insimpleterms,it

meanspaymentinproportiontotheamountofworkdone.

Briefanswers:

1)Explainthekindsofconsideration.

Consideration:

‘QuidProQuo’isaLatinphrasethemeaningofwhichis‘somethinginreturn.Apartyto

anagreementwhopromisestodosomethingmustgainsomethinginreturn.Thisis

calledCONSIDERATION.

Kindsofconsideration:

i)Pastconsideration...

Itreferstoconsiderationprovidedalreadyinthepastbyapartyforapresentpromise.

Eg:Twoweeksago,therewasafireaccidentwhenXsavedcertaingoodsbelongingto.

YpromisesnowtopayXRs.500forhisservices.ThisisvalidundertheIndianlaw.The

Englishlawdoesnotrecognisepastconsideration.

ii)Presentconsideration...

Itreferstoconsiderationprovidedsimultaneouslywiththepromise.Inany’scashand

carrybusiness’,theconsiderationmovessimultaneouslywiththepromise.

Eg:AdepartmentalstoresellsprovisionsworthRs.1,000toRforwhichRpayscash

immediately.

iii)Futureconsideration...



Itreferstoconsiderationtobeprovidedinfuturebytheparties,i.e.,aftertheformation

ofthecontract.

Eg:ThereisacontractbetweenPandQbywhichPagreestosellanddeliverhisbicycle

aftertwodaysandQagreestopaythepriceofRs.500withinaweekaftertaking

delivery.

2)Writeashortnoteona)Minorb)Apersonofunsoundmindc)otherpersond

disqualifiedfrom contracting

A)Minor...

Aminorisapersonwhohasnotcompletedeighteenyearsofage.Heisunderthecare

ofhisparentswhoarecalled‘naturalguardians’.Iftheparentsofaminorarenotalive,

theCourtwillappointaguardianforhim.Insuchacase,theminorwillattainmajority

onlyattheageof21.

B)ApersonofUnsoundMind...

“Apersonissaidtobeofsoundmindforthepurposeofmakingacontract,if,atthe

timewhenhemakesit,heiscapableofunderstandingitandofformingarational

judgementastoitseffectuponhisinterests”.Aperson,whoisusuallyofunsoundmind,

butoccasionallyofsoundmind,maymakeacontractwhenheisofsoundmind.

C)OtherpersonsDisqualifiedfrom contracting...

Apartfrom minorsandpersonofunsoundmind,thefollowingpersonstooare

disqualifiedfrom contractingunderlaw:

1)Alienenemies

2)Foreignambassadors

3)Convicts

4)Insolvents

3)Discussthelegalrulesregardingacceptance.

1]Acceptancenustbeabsoluteandunqualified:Itmeansthatthetermsofoffermust

befullyacceptabletotheofferee.

2]Merementalacceptanceisnotenough:Acceptance,tobevalid,mustbeproperly

communicatedtotheofferor.

3]Acceptancemustbegivenaccordingtotheprescribedmode.



4]Acceptancemustbegivenwithinthetimespecifiedintheoffer.

5]Acceptancemustbegivenonlybythepersontowhom theofferismadeorbyan

authorisedpersonandthattooofficially.

6]Acceptancemustbeconveyedonlytotheofferororapersonauthorisedbyhim

7]Underthenormalcircumstances,acceptancecannotbeimpliedfrom thesilenceof

theoffereeorhisfailuretoreply.

8]Anacceptancebasedonthepresumptionofanofferisnotvalid.

9]Acceptancemustbegivenbeforetheofferlapsesoriswithdrawn.

4)Whataretheconditionsofavalidoffertoperform.

Offerofperformanceortender,tobevalid,mustfulfilthefollowingconditions:

1]Unconditional:Anoffertoperform isunconditionalifitismadeasperthetermsof

thecontract.

2]Propertime:Anoffertoperform mustbemadewithinthestipulatedtimeandduring

businesshoursonaworkingday.

3]Properplace:Itmustbemadeatthestipulatedplace.Ifthereisnostipulationasto

place,itmustbemadeatthepromisee’splaceofbusiness.

4]Opportunitytoexamine:Iftheofferistodelivercertaingoods,thepromisemustbe

givenareasonableopportunitytoexaminethegoodstoensurethatitisthesameas

whatthepromisorisboundtodeliver.

5]FortheWholeObligation:Theoffertoperform mustbeinrespectofthewhole

obligationofthepromisorandnotforapartofthewholeobligation.

6]Totheproperperson:Tobevalid,theoffertoperform mustbemadetothepromise

orhisdulyauthorisedagent.

7]Paymentinlegaltendermoney:Whereadebtormakesanoffertopaythecreditor,it

mustbefortheexactamountdueandinthelegaltendermoney.

5)Explainthetypesofdamages.

Thedamagesawardedtoanaffectedpartyincaseofbreachofcontractmaybeofthe

followingtypes:

1]Ordinarydamages...



Thedamagesthatarise’naturallyintheusualcourseofthingsfrom thebreach’(Section

73)ofacontractarewhatarecalled‘ordinarydamages’.

2]Specialdamages...

Thedamagesthatthepartiestothecontractknow,whentheymakethecontract,tobe

likelytoresultfrom thebreach(Section73)arecalled‘specialdamages’.

3]Vindictivedamages...

Damagesofavindictivenature,i.e.,tendingtotakerevenge,canbeclaimedonlyunder

thefollowingtwocircumstances:

1)Breachofpromisetomarryand

2)Wrongfuldishonourofachequebyabanker

4]Nominaldamages...

Thesedamagesareawardedtotheaffectedpartywhohasnotactuallysufferedany

lossduetothebreachofcontractbytheotherparty.

5]Damagesforinconvenienceanddiscomfort...

Suchdamagesareawardedtotheaggrievedpersonforthephysicalinconvenienceand

discomfortcausedtohim.

6]Damagesforlossofreputation...

Thecreditworthinessofabusinessmanissomethingthatisveryimportantforhim to

stayinbusinessandtosustainitsrepitation.

6)Writeashortnotetimeasanessentialfactorinacontract.

Section46to50laydowntherulesinrespectoftimeandplaceofperformanceofa

contract.Thesearestatedbelow.

1]Wherebythecontract,apromisoristoperform hispromisewithoutapplicationby

thepromiseandnotimeforperformanceisspecified,thepromisemustbeperformed

withinareasonabletime(Section46).

2]Whereapromiseistobeperformedonacertaindayandthepromisorhas

undertakentoperform itwithoutapplicationbythepromise,thepromisormayperform

itatanytimeduringtheusualhoursofbusinessonsuchdayandattheplaceatwhich

thepromiseoughtobeperformed(Section47).

3]Whenapromiseistobeperformedonacertaindayandthepromisorhasnot



undertakentoperform itwithoutapplicationbythepromise,itisthedutyofthepromise

toapplyforperformanceataproperplaceandwithintheusualhoursofbusiness

(Section48).

4]Whenapromiseistobeperformedwithoutapplicationbythepromiseandnoplace

isfixedfortheperformanceofit,itisthedutyofthepromisortoapplytothepromise

tofixareasonableplacefortheperformanceofthepromiseandtoperform itatsucha

place(Section49).

5]Theperformanceofanypromisemaybemadeinanymanneroratanytimewhich

thepromiseeprescribesorsanctions(Section50).

7) Differencebetweenbailmentandsale.

BAILMENT SALE

Abailmentisthedeliveryofgoodsby

onepersontoanotherforsomepurpose,

uponacontract.

Asaleisthetransferofgoodsform one

persontoanotherpermanently.

Thereistwoperson,theyarebailorand

bailee.

Twopersonsareinvolvedinsale,they

werebuyerandseller.

Inbailment,thereisonlytransferof

possessionofgoods.

Thereistransferofbothpossessionand

titleinrespectofthegoodssold.

Thebaileehastotakecareofthegoods

bailedtohim asamanofordinary

prudencewouldtakecareofhisgoods

ofthesametype.

Thebuyerhasnosuchresponsibility.

Thegoodsaretobereturnedtothe

bailoroncethepurposeofbailmenthas

beenfulfilled.

Thebuyerdoesnotretunthegoodsina

sale.

Itmaybegratuitous. Saleisnevergratuitous.

8)Impliedconditionsincontractofsale,explain.

1]Conditionastotiltle-Section14(a):Inacontractofsalethereisanimpliedcondition

thatinthecaseofasale,thesellerhasarighttosellthegoodsandinthecaseofan

agreementtosell,hewillhavearighttosellthegoodsatthetimewhenthepropertyis

topass.



2]Salebydescription(Sedtion15):Whengoodsaresoldbydescriptionthereisan

impliedconditionthatthegoodsshallcorrespondwiththedescription.Otherwise,the

buyerisnotboundtoacceptthesame.

3]Conditionastoqualityorfitness-Section16(1):Generally,inacontractofsalethere

isnoimpliedconditionastoqualityorfitnessofthegoodsforaparticularpurpose.

4]ConditionastoMerchantablequality-Section16(2):Wheregoodsareboughtby

descriptionfrom asellerwhodealsingoodsofthatdescription,thereisanimplied

conditionthatthegoodsofquality.

5]Conditionimpliedbycustom-Section16(3):Insomecases,thepurposeforwhichthe

goodsarerequiredmaybeascertainedfrom theactsandconductofthepartiestothe

saleorfrom thenatureofdescriptionofthearticlepurchased.

6]SalebySample-Section17:Inthecaseofacontractforsalebysample,thereisan

impliedconditionthatthebulkshallcorrespondwiththesampleinqualityandthebuyer

shallhaveareasonableopportunityofcomparingthebulkwiththesample.

7]Conditionastowholesomeness:Inthecaseofeatablesandprovisions,inaddition

totheconditionastomerchantability,thereisanotherimpliedconditionthatthegoods

shallbewholesome-goodforhealth.

9) Statetheexceptionstoruleofcaveemptor.

1]Consentobtainedbyfraud:Wherethesellerobtainstheconsentofthebuyerby

fraudorwherethesellerknowinglyconcealsadefectthatcannotbediscoveredona

reasonableexaminationofthegoods,thedoctrineofcaveatemptorisnotapplicable,

2]Salebydescription(Sedtion15):Whengoodsaresoldbydescriptionthereisan

impliedconditionthatthegoodsshallcorrespondwiththedescription.Otherwise,the

buyerisnotboundtoacceptthesame.

3]Conditionastoqualityorfitness-Section16(1):Generally,inacontractofsalethere

isnoimpliedconditionastoqualityorfitnessofthegoodsforaparticularpurpose.

4]ConditionastoMerchantablequality-Section16(2):Wheregoodsareboughtby

descriptionfrom asellerwhodealsingoodsofthatdescription,thereisanimplied

conditionthatthegoodsofquality.

5]Conditionimpliedbycustom-Section16(3):Insomecases,thepurposeforwhichthe

goodsarerequiredmaybeascertainedfrom theactsandconductofthepartiestothe

saleorfrom thenatureofdescriptionofthearticlepurchased.

6]SalebySample-Section17:Inthecaseofacontractforsalebysample,thereisan



impliedconditionthatthebulkshallcorrespondwiththesampleinqualityandthebuyer

shallhaveareasonableopportunityofcomparingthebulkwiththesample.

10) Explaintherightsanddutiesofagent.

RightsofanAgent:

1]Agent’srightofretaineroutofsumsreceivedonprincipal’saccount.

2]Whenagent’sremunerationbecomesdue.

3]Agent’srightoflienonprincipal’sproperty.

4]Agenttobeindemnifiedagainsttheconsequencesoflawfulacts.

5]Agenttobeindemnifiedagainsttheconsequencesofactsdoneingoodfaith.

6]Compensationtoagentforinjurycausedbyprincipal’sneglect.

DutiesofanAgent:

1]Nottodelegate.

2]Agent’sdutyonterminationofagencybyprincipal’sdeathorinsanity.

3]Agent’sdutyinconductingprincipal’sbusiness.

4]Skillandintelligencerequiredfrom agent.

5]Agent’sdutytopaysumsreceivedforprincipal.

6]Agent’saccount.

7]Agent’sdutytocommunicatewithprincipal

8]Nottomakesecretprofit

9]Dutynottouseinformationobtainedinthebusinessofagencyagainsttheprincipal.

10]Dutynottoputhimselfinapositionwherethereisaconflictofinterestandduty.

11) Whatarerequisitesofbailment?

i)Contract:Bailmentisusuallytheresultofanexpresscontractbetweenthebailorand

thebailee.

ii)Deliveryofgoods:Deliveryofgoodsbyonepersontoanotherisimportantin

bailment.Deliverymaybe‘actual’or‘constructive’.



iii)Transferofpossessiononlyandnottitle:Inbailment,thereisonlyatransferof

possessionofgoodsbythebailortothebaileeandthereisnotransferoftitle.

iv)Somedefinitepurpose:Goodsaredeliveredbythebailortothebaileeforsome

purpose.

v)Returnofspecificgoods:Thegoods,entrustedtothebailee,aretobereturnedtothe

bailoroncethepurposeforwhichtheyhavebeenentrustedhasbeenfulfilled.

vi)ConcernedonlywithMovableproperty:Bailmentisconcernedonlywithgoods,i.e.,

movableproperty.Ithasnothingtodowithimmovablepropertylikelandandbuilding.

vii)MoneypaymentorDetrimentsufferedasconsideration:Consideration,inacontract

ofbailment,isusuallyintheform ofmoneypaymentbythebailororthebailee.The

detrimentsufferdbythebailor,inpartingwithpossessionofthegoods,isalsoa

sufficientconsiderationtosupportthecontractofbailment.

12) Explainthedutiesofbailor.

1]Todisclosefaultsingoodsbailed(Section150):Thebailorisboundtodisclose,atthe

timeofbailment,theknownfaultsinthegoodstothebailee.Ifhedoesnotmakesuch

disclosure,heisresponsiblefordamagearisingtothebaileedirectlyfrom suchfaults.

2]Tobeartheriskofloss(Section152):If,inspiteoftheprecautionstakenbythe

bailee,therisloss,destructionordeteriorationofthethingbailed,thebailedcannot

holdthebaileeliable.Insuchacase,thebailorhastobearthelosshimself.

3]Torepaythebaileethenecessaryexpensesincurredbyhim (Section158):Incase

thebailmentisforthebenefitisforthebenefitofthebailor,heshallrepaythebaileeall

thenecessaryexpensesincurredbythelatterfortheprotectionandpreservationof

whathasbeendeliveredtohim.

4]Toindemnifythebaileeincaseofprematureterminationofgratuitousbailment

(Section159):Thebailormayterminateagratuitousbailmentatanytimeevenifthe

bailmentisforaspecifiedtimeorpurpose.

5]Toreceivebackthegoods(Section164):If,aftertheexpiryoftheterm ofbailmentor

theaccomplishmentofitspurpose,thebailordoesnotreceivebackthegoods,the

baileecanclaim compensationfortheexpensesofcustody.

6]Toindemnifythebailee(Section164):Where,owingtothebailor’sdefectivetitle,in

respectofthegoodsbailed,thebaileesuffers,theformershallindemnifythelatter.

13) Writeshortnoteona)Chequeb)Promissorynotec)Billofexchange



A)Cheque...

Achequeisabillofexchangedrawnonaspecifiedbanker.Itisexpressedtobe

payableotherwisethanondemand.Itwasinwrittenform.Itexpressordertopaythe

mentionedamounttothebearer.Therewerethreepersonsinvolvedincheque,drawer,

draweeandpayee.Thedrawerisapersonwhodrawsthecheque.Thedraweeisthe

holderofthecheque.Payeeisthebank,towhom ortowhoseorderthemoneyare

directedtobepaidbytheinstruments.Thepersonnamedintheinstrumentonly.

B)PromissoryNote...

Itcontainsanunconditionalundertakingwhichissignedbythemakertopayofcertain

sum ofmoneyto,totheorderofcertainperson,ortothebeareroftheinstruments.The

person,whomakesthepromissorynote,promisestopayandiscalledmaker.The

persontowhom thepaymentistobemodeiscalledthepayee.

C)Billofexchange...

Itisaninstrumentinwriting.Further,itcontainsanunconditionalordersignedbythe

maker,directingacertainpersontopayacertainsum ofmoneyonlyto,ortotheorder

orcertainpersontothebeareroftheinstrument.Thebillpayablemaybeeitheron

demandorafteraspecidiedperiod.

14) Whatarethetypesofcrossing?

Crossing:Theamountpayableforthecrossedchequeistransferredtothebank

accountofthepayee.TypesofchequecrossingareGeneralcrossing,specialcrossing

andrestrictivecrossing.

i)Generalcrossing:Ingeneralcrossing,thechequebearsacrossitsfaceanadditionof

twoparalleltransverselinesand/ortheadditionofwords‘andCo’or‘notnegotiable’

betweenthem.

ii)Specialcrossing:Inspecialcrossing,thechequebearsacrossitsfaceanadditionof

thebanker’sname,withorwithoutthewords‘notnegotiable’.Inthiscase,thepaying

bankerwillpaytheamountofchequeonlytothebankerwhosenameappearsinthe

crossingortohiscollectingagent.

iii)Restrictivecrossing:Thistypeofcrossingrestrictsthenegotiabilityofthecheque.It

directsthecollectingbankerthatheneedstocredittheamountofchequeonlytothe

accountofthepayee,orthepartynamedorhisagent.

iv)Notnegotiablecrossing:Itiswhenthewords‘Notnegotiable’arewrittenbetween

thetwoparalleltransverselinesacrossthefaceofthechequesinthecaseofgeneral

crossingorinthecaseofspecialcrossingalongwiththenameofthebanker.



15) Explainthecharacteristicsofnegotiableinstrument.

Negotiableinstrument...

AsperSection13(a)oftheAct,“Negotiableinstrumentmeansapromissorynote,billof

exchangeorchequepayableeithertoorderortobearer,whethertheword“order”or

“bearer”appearontheinstrumentornot”.

CharacteristicsofNegotiableinstrument...

1]Property:Thepossessorofnegotiableinstrumentisacknowledgestobetheowner

ofthepropertycontainedtherein.Negotiableinstrumentdoesnotsimplygive

ownershipoftheinstrumentbutrighttopropertyaswell.

2]Title:Thetransfereeofnegotiableinstrumentiscalled‘holderinduecourse’.A

genuinetransfereeforvalueisnotaffectedbyanyflawoftitleonthepartoftransferor

orofanyofthepreviousholdersofinstrument.

3]Rights:Thetransfereeofnegotiableinstrumentcantakelegalactioninhisownname,

incaseofdishonour.Itcanbereassignedanynumberoftimestillitisattainsmaturity.

4]Presumptions:Certainpresumptionsareapplicabletoallnegotiableinstrumentsi.e,.a

presumptionthatdeliberationhasbeenpaidunderit.

5]PromptPayment:Anegotiableinstrumentfacilitatestheholdertoanticipateprompt

paymentbecausedishonourreferstotheruinsofcreditofallpersonswhoareparties

totheinstrument.

16) Explaintheterm holderandholderinduecourse.

Holder:Section8oftheActcontemplatesthatanypersonwhoisentitledtogetthe

possessionandsubsequentlyreceivepaymentorrecoverpaymentfrom thepartiesfor

apromissorynote,billofexchange,chequewhichheisentitledtoposses.

RightsofHolder:

1)Toendorsetheinstrument

2)Tocrosstheinstrumentafteritisissued

3)Togetaduplicateoftheinstrumentwhichislost

4)Toconvertblankendorsementtofullendorsement

Holderinduecourse:Section9oftheActcontemplatesthatanypersonwhobecomes

thepossessorofapromissorynote,billofexchangeorachequeforaconsideration



andtheinstrumentispayabletobearerorpayeeorendorsebeforetheamountbecame

payableandhebelievesthatnodefectexistsinthetitleofthepersonfrom whom he

derivedhistitleiscalledaholderinduecourse.

RightsofHolderinduecourse:

1)Sec118oftheActcontemplatesthateveryholderispresumedtobeaholderin

duecourse.

2)Sec121oftheactcontemplatesthatthemakerofapromissorynote,billof

exchangeorachequecannotdenythevalidityofpayee’scapacityatthedateof

thepromissorynote,billofexchangeorachequetoendorsethesame.

3)Sec58oftheactcontemplatesthattheholderinduecoursehasabettertitleto

thetransferoroftheinstrument.


