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LAW OF NEGOTIABLE INSTRUMENTS
DEFINITION. "An instrument is called negotiable when the legal
title to the instrument itself, and the whole amount of money 
expressed upon its face, may be transferred from one to another 
by indorsement and delivered by the holde or by delivery only." 
Negotiable paper or instruments, are synonymous terms. At a 
very early day in the history of primitive peoples, the commerce 
was conducted exclusively by barter and exchange of commodities.
A given number of cattle would be exchanged for a given number of 
horses, or some bushesl or measures of wheat for a certain 
quantity of some other com-odity. But almost in the dawn of history 
the use and value o money for the facilitaLlon of t»ade were 
recognized, and instead of barter and exchange, it became the 
common custom to sell the commodity for so manjp pieces of money.
DISTINCTIVE CHARACTERISTICS.- -Although negotiable instruments
are contracts in a broad sense of the word, they posses two 
distinctive characteristics wherein they differ from ordinary 
contracts. These are negotiablility and the presumption of 
consideration.
NEGOTIABILITY.— --Megbtlability is that quality wherecy.,(l) 
the legal title is transferred oy indorsement and delivery or 
by delivery only; and (2) the transferee obtains a good titlle 
provided he is a purchaser for value without any notice of hhe 
infirmity of the instrument even though the title of his trans
feror was defective. Ordinary contracts pass by assignment; 
the assignee being suoject to all defensed that may exist between 
the original parties.



PRESUMPTION OF CONSIDERATUM Consideration la negotiable
instruments is presumed conslusively between remote parties 
but subject to rebuttal between Immediate parties. "Between 
the immediate parties to any contract evidenced by the draw
ing accepting, making or indorsing a bill or note, it may 
be shown that there y?as no consideration, as that it was 
for accommodation; or that the contract failed, or a set-off 
may be pleaded; but as between other parties remote to each 
other, none of these defenses is admissible.11 
CLASSIFICATION CP NEGOTIABLE INSTRUMENTS.— Althogght there 
are many kinds of negotiable instruments, they may be broad
ly classified as; (1) promissory notes, and (2) bills of ex
change .
PROMISSORY NOTE,—  A promissory note Is an unconditional 
promise to pay to another’s order or to bearer a specified 
sum of money at a specified time. The person who executes the 
note is celled the maker, and he to whom it is made payable 
is called the payee. It is not kn wn positively when promis - 
ory notes, as commercial or negotiable paper, we e flr-t 
recognized by the courts. It cannot be doubted that as ordin
ary obligations to pay money they must have been used general
ly in all ages and In all parts of the world where commerce 
thrived at all. But it is quite certain that they did not 
possess 'he quality of negotiability, until foreign bills of 
exchange had been for some time in use and had acquired their 
negotiable character. But when inland bills of exchange were 
introduced Into commerce, promissory notes, with the claim 
for them of negotiability, also appeared, and in many oftthe 
cases of that period they were confounded with inland bills, 
the courts as well as the merchants, failing to distinguish 
between them.



BILLS 0 ' EEGHANGE— A bill of exchange is an undoddltlonal 
written order uy one person on another, directing him to 
pay to a third person or to his order , or to the bearer 
the sum of money herein named. He, who draws the bill 
is called the drawer, the person on whom it is drqwn, the 
drqwee, and the one in whose favor it is drqwn, to whom or 
to whose order the money is to be paid, the payee. Until 
the drawee agrees to honor the bil1, he is under no obligat- 
on to the payee or holder. But when he accepts it, he binds 
himself to pay the sum of money elled- called for by the bill. 
The name "bill of exchange," is adopted from the French 
"billet de change," is adopted palpably the object of the 
paper, viz.; the exchange or thansfer of money from one person 
to another. It Is not known very deflnlt-ly, when bills of 
exchange first came into use. Certain passages in the writ
ings of Isocrates and Cicero have been supposed to indicate 
that they were in use ar-ong the Greks and Romans. It is cert
ain that on one occasion, at the request of Cicero, one his 
friends in Rome, who had money payable to him In Athens, 
directed his Athenian debtor to pay a sum of money to Cicero’s 
son. It is extremely likely that such orders were used in 
commerce even at a much earlier day. But it is very proper
ly observed that these orders did not resemble, nor did they 
hawe the distinguishing characteristics of, the modern bill of 
exchange.
UNIFORM NEGOTIABLE INSTRUMENTS LAW— The law governing negoti
able instruments developed from the custom of merchants and was 
gradually incorporated Into the common law of the land and 
referred to as the LAW MERCHANx. During the past century the 
common law on negotiable Instruments has been codified from



time to time in nearly every Jurisdiction founded on Anglo- 
Eacon Jurispriidence. At present all the stat s of the United 
States with the exception of Georgia, have adopted the Uni
form Negotiable Instruments Law as devised by thee commissioners 
appointed for that purpose.

"The Negotiable Instrument Act was adopted by the sever
al for the purpose of establishing uniformity in the law re
gulating negotiable instruments. Where the act speaks , it 
con
controls and its meaning should be ascertained by interpreting 
the language used, and not by assuming that t e common law on 
the subject should remain unaltered." Although the statute 
generally known as "The Negotiable Instruments Law " super
sedes the common law, it lr at times necessary to refer to 
the common law for a correct interpretation of the statute.

The New York Negotiable Instruments Law is followed with 
reference to the numbering of sections. Sections of the law 
are quoted In their entirety in some instances; in othex’s 
a comprehensive digest adhering as close to the statute as 
possible is set forth. Court decisions and comments inter
preting the statute are given immediately after a number of 
sections of the law.
FORM OF NEGOTIABLE INSTRUMENTS.
(1) It must be in writing and signed by ^be maker or drawer.
(2) Must contain an unconditional promise or order to pay a 

sum certain in money.
(3) Must be payable on demand, or at a fixed or determlnalbe 

future time.
(4) Must be payable to order or to b arer; and
(5) Where the instruments is addressed to a drawee , he must 

be named or otherwise indicated therein with reasonable 
certaIntv.

W r i t i n g — May be with pencil, ink, crqyon,or any means to
record a signature. (Brayley v. ielly, 25 Minn. 160)

SIGNATURE— May be any mark, inital,name, code or designation 
a party may choose to ad pt and Intend to bind himself



ORDER — The word"" to order1, to bearer or equivalent words 
must be used to make an instrument negotiable.

An Instrument payable to a named person and not payable to 
order is not negotiable. A note nayable bo the estate of 
a certain death is not payable to order and is not negot
iable . An instrument wherein either bearer or drder of 
a named person is hot indicated, is not a negotiable instru
ment .
CERTAINTY AE TO SUMt- The sum payable Is a sum cert-lnw
•ithlng the meaning of this act, although it is to be paid.:
Cl) With interest: or
(2' By strted instalments; or
(3) By stated Instalments, with a provision thatu upon de

fault in payment of any instalement or of Interest, 
the whole shal-1 become due; or

(4) With exchange, whether at a fixed rate or at the current 
rate; or

(5) with costs of collection or an attorney's fee, in case 
payment shall not be made at maturity.

SUM CERTAIN —  An other essential to the negotiability of a
bill or note is, that the amount to be paid on such paper must
be certain and stated in the body of the note or bill. It
is customary to write the sum of money In full In the body
of the commerdial paper, and also to express it in figures
in t.he upper or lower* left hand corner. But this statement
of the amount In figures in the comer is a mere memorandum
and is not permitted to control the construction of the bill
or note. "here there is a variance between the figures adn
the written words will in the body of paper, the written
words will invariably determine the amount to be paid. So
immaterial is the marginal statement in figures of the ~um
to be paid that it has been lawful for any holder to change
the figures, so that they may agree with the written st'tement
of the amount in the body of the instrument. But if the
amount is not stated at all in the body of the bill or note
not even in figures, the instrument is held in this country
to be fatally defective.

The amount for the payment of which the pill or note calls



must not only be stated In the body of the Instrument; but 
It must also be certain . A bill or note for an Indefinite 
sum, although the exact amount can be ascertained by a ref
erence to other papers or accounts, is not negotiable.
But where the uncertainty or indefiniteness of the amount 
can be cured by a reference to some other part o ' the note 
its back or its f ce the paper will be treated rs negotiable 
An instrument has thus been held to be negotiable, which 
promised to p :y a certain sum per acre for as many acres 
as a given tract contained,when the number of the acres was 
indorsed upon it.
INSTALMENTS Negotiability is not affected by instalments
payments.
EXCHANGE — Most of the courts have passed on the subject. 
ATTORNEY1 £ FEES — A provision in a note to pay attorney's fees 
in case of non-payment, suit, or after maturity does not destroy 
its negotiability. "Ooon a careful rBview of the authorities 
we can perceive no reason why a note otherwise imbued with 
all the attributes of negotiability is rendered maturity of 
the note and its dishonor by the maker. The amount to be 
paid is certain during the currency of then tnote as a 
negotiable instrument and it only becomes uncertain aftefc it 
ceases to be negotiable by default of the maker In its 
payments. It is Just that the creditor who has Incurred an 
expense in the collection of the debt should be reimbursed 
by the debtor by whom the action was rendered necessary and 
the expenses entailed.



PROMISE IQ PAY UNCONDITIONAL" .— An unqualified order or promise 
to pay is unconditional within themeanlng of this act, though 
coupled with: (1) An indication of a particular fund outof 
which reimbursement is to be made, or a particular account to be 
debited with the amount: or (2) A statement of the transaction 
which gives rise to the instrument. But an order or promise 
to pay out of a particular fund is not unconditional.
PARTICULAR FUND INDICATED — Payment out of a particular fund 
destroys the negotiability of an instrument.
REIMBURSE., .sT out of a particular fund does not destroy the 
negotiability. The determining factor is whether the drawee 
is limited to a particularrfund or whether he can charge the 
amount of the bill against the general account of the drawer 
when the specific fund named in the i-.strument is Insufficient 
to satisfy the instrument.
STATEMENT 0? TRANSACTION.— In the instrument does not affect 
negotiability . Such provisions are generally found in rail
way equipment notes.
CONTINGENCY IN STATEMENT 0? TRANSACTION — A note issued con
taining a statement of the transaction on which it was Issued 
and where the contents of the note are dependent on the out
come of a contract referred to therein is not a negotiable 
Instrument under the law .
TIME 0" PAYMENT!— An instrument is payable at a determable 
future time, within the meaning of this act, which is ex
pressed to be payable: (1) At a fixed period after date or 
sight; or (2) On ar before a fixed or determinable future 
time specified therein; or (3) On or at a fixed period after 
the occurrence of a speclflied event, which is certain to 
happen, though the time of happening be tin certain. An instr-



payable upon a contingency is not negotiable, and the 
hapoenlng of the event does not cure the defect.
CERTAINTY Q"1 TIME— There must be a fixed or ascertainable 
future time or a time which can be computed after the 
occurrence of an event certain to happen although the time 
of happening may be uncertain. Must be Indicated in the 
Instrument. A note payable at d3ath or a given number 
of days or months after death of the maker is a promissory 
note under the statute, because death Is certain although 
the time Is uncertain. Notes payable wiihan a person marries 
becomes of age, or when his ship comes in, are not within 
the statue, as the time depends on a contingency which may 
never hapnen.
ADDITIONAL PROVISIONS IN INSIRUMENTt — An instrument 
whidh contains an order or promise to do any act in adlitlon 
to the payment of maoney is not negotiable . But the negot
iable character of an instrument otherwise negotiable is not 
affected by a provision which: (1) authorizes the sale of 
collarteral secruitles in case the instrument be not paid 
at maturity : or(2) Authorises a confession of judgement 
if the instrument be not paid at maturity ; or (3) Waives 
the benefit of any law intended for the advantage or pro
tection of the obligor; or(4) Gives the holder an election 
to require something to be done in llew of payment of money. 
COLLATERAL SECURITY — NEGOTIABILITY, is not affected by 
a recital in the note that collateral secrulty has been 
deposited for the security of* the note which is to be sold 
if the note is not paid at maturity.



Judgment Notes -— AREin use in some states. I others 
as New York, they are unknown. Confession of juggment 
is effective only at maturity. Where a note authorized 
confession of judgment before maturity , it is not a 
negotiable instrument under the statute.
HOLDER1S ELECrION — There the holder has the election the 
instrument to within the law. If, however, the maker has 
the alternative of paying money or someth ng else, the 
instrument is not negotiable.
OMISSIONS. SEAL. PARTICULAR iiONl Y-— The validity and 
negotiable character of an instrument are not affected by 
the fact that: (1) It is not dated: or (2) Does not specify 
the value given, or thet any value has been given therefor, 
or(3) Does not specify the place where it is drawn or the
place where it is oayafcle, or (4) Bears a seal; Or(5) De
signates a particular kind of current money _n which pay
ment is to be made. But nothing in this section shall 
alter or reoeal any statute p requiring in certain cases 
the nature of the consideration to be stated in the instrument. 
Val le presumed. Seal is surplausage. Negotiability not 
affected. Negotiability not affected if the instrument 
is to be paid in godd, or bank notes, or other current 
money. Some states require that where an instrument 
is given for a patent right or a speculative consideration
it shall be so stated in the note.
WHEN PA .JBLE ON DRM/vND — An instrument is payableon de
mand; (1) There it is expressed to be payable on demand, 
or at sight, or on presentation; or (2) In which no time 
for payment is expressed. There an instrument is issued 
accepted or indorsed whan overdue, it is, as regarda the



WHERE NO JI-,E IS EXPRESS D — The words on demand may be 
added without affecting the instrument. A holder of over 
due instruments which were negotiated before maturity can 
sue thereon in his own name.
RIGHTS 0? HOLDER IN DUE COURSE  A holder in due course
holds the Instrument free from any defect of title of prior 
parties and free from defenses available to prior parties 
among themselves, and may enforce payment of the Instru
ment for the full amount thereof against all parties liable 
thereon.
STOLEN SECURITIES.— An incomplete instrument stolen before 
negotiated is not valid in the hhands of a holder. There, 
however, the instrument has been negotaia „ed, an innocent 
purchaser for value becomes a holder in due course even if 
his title Is derived from one who has stolen the instrument 
after issue.
INSTRUMENTS ISS'J D IN VIOLATIO;; 0/ L..',7. The decisions of
the courts Interpreting this section are in conflict. The 
predominating rule seems to hold tnat a negotiable instru
ment issued in violation of some statute and void between 
original parties is, however, good and enforcible against 
the maker if in the hands of a holder In due course. 
Probably hhe weight of aut ority is to construe this sect
ion to meet the requirements of commerce as expressed by 
Judge Van: "The business of the cound.ry is done so large
ly by means of commercial paper that the interests of 
commerce require that a promlsssory note, fair on its 
face, should be as negotiable as * government bond. Every 
restriction upon the circulation of negotiable pppers is an 
Injury to the state, for it t.nds to derange trade and



hinder the transaction of business." Coutts of other states 
hold that a negotiable Instrument Issued in violation of 
law is Invalid against the maker even in the hands of 
Innocent purchasers on the ground of public policy.
INfT .UtE.NTS PURCHASED UNDER P A R  "We ere of opinion that
a purchaser of negotiable security before maturity, in 
case where he is net personally chargeable with fraud 
is entitled to recover its full amount against t its 
maker hough he may have paid les3 than par value whatevr 
may have been the original infirmity."
WHEN SU3JL.T TO ORIGIN .L DEFENDED In the hands of
any holder other than a holder In due course, a negotiable 
instrument is subject to the same defenses as if It sere 
non-negotiable. But a holder who derives his title 
through a holder in due course, and who is not him self 
a narty to any fraud or illegality affecting the Instru
ment has all the rights of such former holder in respect 
of all parties prior to the latter.
"■HO IB DEEM'D HOLDER IN DUE COURSE. Every holder la
deemed prima facia to be a holder in due course; but when 
it is shown that the title of any person who has negot
iated the instruments was defective, the burden is on the 
holder in due course. But the last mentioned rule does 
not apply in favor of a party who became bound on the 
instrument prior to the acquisition of such defective 
title.
LIABILITY Q71 MAKER The maker of a negotiable instrument
by making It engages that he will pay it according to its 
tenor; and admits the existence of the payee and his then 
capacity to Indorse.



The maker is orimarlly liable even if he signed only 
for accommodlatlon . Where an indorser deposited security 
for the payment of the instrument this is not a defense for 
the maker. If an assumed or -rade name is used fos an 
existing payee, the maker is estopned from setting up 
that the ppyee is fictitious.
LIABILIITY 07 DRAWER. ---The drawer by drawing the instru
ment admits the existence of the payee n and his then cap
acity to indorse; and engages that on due presentation 
the instrument will be accepted and paid , or both, accord
ing to its t nor, and that it is the di honored and the 
necessary proceedings on the dishonor be duly taken, he 
will pay the amount thereof to the holder, or to any sub
sequent indorser who may be compelled to pay it. But the 
drawer may insert in the instrument an express stipulation 
negativing or limiting his own liability to the holer.
LI/BIIH’Y 0 ? A -CEPTQB The acceptor by accepting the
instrument engages that he will pay it according to the 
tenor of his acceptance; and admits; (1) the existence 
of the drqv.er, the gen inenese of his signature, and his 
capacity and authority to drqw the instrument; and(2) The 
existence of the payee and his then capacity to indorse.
The acceptor is estopped from setting up incapacity of 
drawer whe e the instrument is drawn by an infant, married 
wom5.n, or a corporation without such power. Drawee cannot 
ho^d the drqwer where acceptance was for accommodation u 
until he 'the drawee) has paid the instrument.



INDORSER—  A person placing his signature upon an instru
ment otherwise than as maker, drawer or acceptor is deemed 
to he an Indorser, unless b he clearly indicates by 
appropriate words his intention to be bound in some other 
capcity. Intention to be bound otherwise must be clear 
and distinct by appropriate language and cannot be inferr
ed by equivocal language or conduct. Individual liability 
is not incurred by an officer Indorsing as an ofrleer of the 
corporation. The rule is that a partner Indorsing in his 
individual capacity, different than or in adiition to his 
Dartners’̂ip indorsement, Incurs a double liability from 
the two separate and dlsilnct Indorsements made by him.
IRREGULAR INDO LRR ---7T- ere a person, not otherwise a party
to an instrument, places the eon his signature in blank 
before delivery, he is liable as indorser In accordance 
with the following rules: (1) If the instrument is payable 
to the order of a third person, he is liable to the payee 
and to all subsequent parties. (2) If the Instrument is 
payable to the order of a third person, he is liable i>D 
is payable to bearer , he is liable to all parties subseq- 
ent to the maker or drawer. (3) If he signs for the accomm
odation of the payee he la liable to all parties subsequent 
to the payee.



LIABILITY OF INDORSER-  Liability of Indorser where paper
negotisble by delivery he incurs all the liabilities of an 
indorser. Jrder t in which indorsers are liable—  As res
pects one another, indorsers are liable prima facie in the 
order in which they indorse; but evidence is admissible 
to s'-ow that as between or a^ong themselves they have agreed 
otherwise. Joint payees or Joint indorsees who indorse are 
deemed to indorse Jointly and severally.
LIABILITY OF AGENT:- Where a broker or other agent negotiates
an instrument without indorsement, he incurs all the 
liabilities prescribed by section one hundred and fifteen 
of this act, unless he discloses the name of his principal, 
and the fact h that Hie is acting only as gaenfcr agent. 
PRESENTMENT FOR PAYEMENT:...Effects of want of demand on 
principal debtor..Presentment for payment is not necessary 
in order to charge the person primarily liable on uhe instru
ment; but if the instrument is, by its terms, payable at a 
special place, and he is able and willing to pay it there 
at maturity and has funds there available for that purpose 
such ability and willingness are wqulvalent to a tender of 
payment upon his part. But except as herein otherwise pro
vided, presentment for payment is necessary in order to charge 
the drawer and indorsers. The rule in the United States is 
that although the instrument is payable at a particular place 
it is not necessary, to recover from the maker , to prove 
presentment or demand for payment at such a place. However 
failure to present at that place relieves the party primar
ily liable from costs or damages if he was ready, able, and 
willing to make payment at that place.



WARRANTY WHERE NEGOTIATION BY DELIVERY  Every person
negotiating an instrument by delivery or by a qualified 
Indorsement, warrants: (1) That the instrument Is genuine and
in all respects what it purports to be: (2) That he has a good

*

title to it: (3) That ali orior parties had capacity to contract
(4) That he has no knowledge of any fact which would impair 
the validity of the instrument or render It valueless. But 
when the negotiation is by delivery only, the warranty extends 
in favor of no holder other than the immediate transferee.
The provisions of subdivision three of this section do not 
aooly to persons negotiating public or corporate securities, 
other than bills and notes. If an indorser knows an instru
ment is void he wl'1'1 be liable to the purchaser.
GENERAL INDORSER-— Liability of general indorser—  Every in
dorser who indorses without qualification, warrants to all 
subsequent holders in due course: (1) The matter and things
mentioned in subdivisions one, tow and three of the next 
preceding section: and(2) That the instrument is at the time 
of his indorsement valid and subsisting. And In addition, he 
engages that on due presentment; it shall be accepted or paid 
or both, as the case may be, according to its tenor, and 
that If it be dishonored, and the necessary proceedings on 
dishonor be duly t&ken, he will pay the amount thereof to the 
holder, or toa any subsequent indorser w o  may be cmpelled 
to pay it. The warranties are in favor of subsequent holders 
ohly. indorsement guaranteed on back of an Instrument 
guarantees the entire instrument and all Indorsements except 
the signature of the dra er. It is beyond the power of an 
executor to bind the estate of which he is executor by a 
contracto of Indorsement.



PRESENTMENT THERE NOT PAYABLE ON DEMAND.— -Where the Instru
ment Is not payable on demand, presentment must be made on the 
day it falls due. Where it is payable on demand, presentment 
must be made on the day it falls daue. Where it is payable 
on demand, presentment must be made within a reasonable time 
after its issue, except that in case of a bill of exchange, 
presentment for payment will be sufficient if made within a 
reasonable time after the last negotiation thereof. Reasonable 
time depends on circumstances in each case. No definite rule 
laid down by the courts. Usage of trade seems to govern 
As banks generally make paper payable within 4 months, this is 
deemed a reasonable time to oresent paper payable on demand.
In Massachusetts, in the absence of usage of trade a reasonable 
time to present demand instrumensts in order to hold indorsers 
is 60 days.
What Constitutes Sufficient Presentment-—  Presentment for pay
ment to be sufficient, must be made; (1) By the holder, or by 
some person authorised to receive nayment on his behalf; (2) At a 
reasonable hour on a business day; (3) At a proper place as here
in defined: (4) To the person primarily liable on the Tastru- 
ment or if he is absent or inaccessible, to any person found 
at the place where the presentment is made. Instruments payable 
at a bank must be presented within banking hours; at a plac3 
of business within usual business bouBs; at a residence be
fore the usual hours of rest, as late as 9 P.M. having been 
held a reasonable hour.



PLACE OF PRESENTMENT Presentment for payment is made at the 
proper palace; 1st. where a place of payment is specified 
a in the Instrument and it is there presented; 2nd. Where 
no place of payment is specified, but the address of the 
person to make payment is given in the instrument and it 
is there presented; 3rd. Where no place of payment is ape
specified and the instrument is presented at the usual place
of business or residence of the person to make payment. 4th.
In any case if presented to the person to make payment
wherever he can be found, or If presented to the person to
make payment wherever he can be found, or if presented at
his last known place of business or residence. The maker's 
usual place of business is sufficient even if no one is there 
to answer, as the maker is bound to have a person there to 
answer t and pay his note if presented. Thel Instrument 
must b exhibited to the person from whoa payment Is demadded
and when it is paid must be delivered up to the party pay
ing it .

Demand over telephone is not sufficient as it does not 
comply with the statute. Rqquest for payment in an informal 
manner not Intended, as presentment is insufficient.

Where the instrument is payable at a bank, presentment 
for payment must be make during banking hours, unless the 
person to make the payment has no funds there to meet it at 
any time duing the day, in which case presentment at any 
hour before * the bank is closed And in the hands of 
receiver, demand on receiver personally is not necessary, 
instruments, however may be presented at the bank or as 
set fofcfch in.



There the person primarily liable on the instrument 
as dead, and no place of a payment is specified, present
ment for payment must be mate to his oersonal representative.

’"here the persons primarily liable on the instrument 
may be made to any one of them , even though there has 
been a dissolution of the fIra. Where there are several 
persons not partners primarily liable on the instruments 
and no place of payment is specified, presentment, must be 
made to them all.

Presentment for payment is ot required in order to 
chare© the drawer where he has no right to expect or require 
that the drawee or acceptor will nay the instrument. Although 
the drawer has no funds in the hands of the drawee, present
ment is not dispensed with.

Presentment for payment is not required in ofcder to 
char e an indorser where the instrument was made or accept
ed for his accommodation, and he has no reason to expect 
that the instrument will be paid if presented.

Delay in making presentment for payment is excused when 
the delay is caused by circumstances beyond the control of 
the holder and not imputable to his default, misconduct or 
negligence. When the cause of delay cesses to onerate, 
presentment must be made with reasonable diligence. Sick
ness is not an excusefor failure to oresenta note for pay© 
ment ment at the proper time, unless the illness Is so 
seve e t^at the holder cannot direct another to present it.
In that case presentment must be made as soon as the dis
ability is removed.



DISHONOR BY NON-PAYMENT. The instrument is dishonored by 
non-payment when; It is duly presented for payment and 
payment is refused or cannot be obtained; or Presentment 
is excuse^ and the Instrument is overdue and unpaid.

Liablllt of person secondarily liable, when instru
ment dishonored. Subject to the provisions of this act, 
when the instrument Is dishonored by non-oayment, an 
immediate right of recourse to all parties secondarily 
liable thereon, accrues to the holder.
TIME 0? MATURITY. Every negotiable Instrument is payable 
at the time fixed therein without grace. Then the day of 
maturity falls upon Sunday or a holiday, the instrument Is 
paybble Pn the next succeeding business day. Instruments 
falling due or becoming payable on Saturday are to be 
presented for payment on the next succeeding business 
day, except that instruments payable on demand may, at 
the option of the holder, be presented for payment before 
twelve o'clock noon on Saturday when that entire day is 
not a holiday,.

Time; how computed.— Where the instrument is payable at 
a fixed period after date, after sight, or after the 
happening of a soecified event, the time of payment 
is determined by excluding, the day from which the time is 
to begin to run, and by Including the date of payment.

Payable at Bank. Rule where instrument payable at bank 
Where the instrument Is made payable at a ban: it is equivalent 
to an order to the bank to pay the same for the account 
of the principal debtor thereon.



NOTICE 0? DISHONOR. To whom notice of dishonor must be 
given Except as herein otherwise provided, when a 
negotiable instrument has been dishonored by non- 
acceptance on non-payment, notice of dishonor must be 
given to the drawer and to eac'̂  indorser, and any drawer 
or indorser to whom such notice is not given is discharged. 
To ^0ld an accommodation indorser t he must be given 
notice of dishonor the same as any other indorser. Where 
a note given to a bank for collection is dishonored, it is 
the duty of the bank to give notice to its customer.

GUARANTORS do not come under the rule a requiring 
notice . By whom given— The notice may be given oy or 
on behalf of the holder, or by or on behalf of any party 
to the instrument who might be compelled to pay it to the 
holder, and who, upQn taxing it up, would have a right 
to reimbursement from the party to whom the notice is 
given. "A notice by a stranger to the instrument is not 
sufficient". Notice b given by an agent Notice of dis
honor may be given by an agent either in his own name 
or in the name o any party entitled to give notice 
whether that party be hie principal or not. Banks having 
instruments for collection act as agents and have authority 
to receive and give notice on behalf of the holders of the 
instruments. A notary who is an agent for the owner of a 
negotiable instrament may give notice even though acting 
in his official capacity. Effect of notice given on behalf 
of holder, where notice is given oy or on behalf of the 
holder, it enures for the benefit of' all subsequent holders 
anrt all prior parties who have a right of recourse against 
the party co whom it is given.



DISCHARGE. Instruments how discharged....A negotiable 
instrument is discharged; (1) by payment In due course 
by or on behalf of thep principal debtor; (2) By payment 
In due couwse by the party accommodated, where the 
Instruments is made or accepted for accommodation;

(3 ) Ey the intentional cancellation thereof by the holder
(4) By any other s act which will discharge a simple con
tract for the payment of money; (0) When the principal 
debtor becomes the holder of the instrument at or after mat
urity in his own right.
WHEN PERSONS SECONDARILY LIABLE ON, DISCHARGED.— A person 
secondarily liable on the Instrument is discharged* (1 ) Ey 
an act which discharges the instrument: (2) Ey the intent
ional cancellation of his signature by the holder; (3) By 
the discharge of a prior party; ( 4) By a valid ten'er 
of payment made by a prior party; (5 ) By a relaes e of the 
principal debtor, unless the holder’s right of recourse 
against the r; rty secondarily liab’e is expressly reserved;

(6 ) By any agreement binding upon the holder to extend the 
time of payment or to postpone bhe holder's right to enforce 

the instrument, unless the fight of recourse against such 
party is expressly reserved.
RIGHT O’* TARTY WHO DISCHARGED INSYRUMJ NT— -Where the instrum
ent is naid ty a party secondarily liable thereon , it is 
not discharged; but the party so paying it is remitted to 
his former rights as regards all prior part-es, and he may 
strike out his own and all subsequent indorsements, and again 
negotiate the Instrument, except; (l) Where it is payable 
to t'-'e order of a third person, and has been paid by the 
dx-awer; and (2) Where It was made or ac-epted for accommod-



LIABILIATY OF HOLDER WHO INDORSES TWO OR-MORE PARTS O'" A SEX TO
DIFFE: ;T PERSONS .55— Where the holder of a set indorses two
or more parts to different persons he Is liable on every
such part, and every indorser subsequent to him is liable on
part he has himself indorsed, as if such parts were separate
bills. The acceptance •’■ay be written on any part, and it
mu8 be written on one part only. If the drawee ac epts
more than one part, and such accepted parts are negotiated
to different holders in due course, he is liable on every
such part as if It were a separate oill. When the acceptor

of a dll drawn in a set pays it without requiring the pabt
bearin,. his acceptance to os d. livered up to him, and
that part at maturity is o utstanding in the hands of a
holder In due course, he is liable to the holder thereon,
T.HEN PA1/.3I£ Tj ORDER, The Instrument is payacle to order
where it id drawn payable to the order of a specified person
or to him or his order. It may be drawn payable to the order
of: L (1) A payee who is not maker, drawer or drawee; or
(2) The drawer or maker;. (3) the drawee; or (4) Two or
more payees jointly; or (3) One or some of several pa. eesl;
or (6 ) The holder of an office for the time being. Where
the Instrument is oayable to order the payee must oe named

or otherwise indicated therein with reasonable certainty.
An instrument payable to a specified person only without

*
the word order is not negotiable.
PAYABLE TO MAKER Is not payacle to either of two persons
only may be indorsed by either. A note payable to a holder 
of an office or his successor Is negotiable. Payee Indicat
ed— Need not be by name but may be done in any way to 
indicate his identity.



RENUNCIATION BY HOLDER. - — The holder may expressly renonnce 
his rights against any party to t’-e Instrument, before, at or 

after its maturity. An absolute and unconditional renunciation 
of his rights against t’-e principal debtor made at or agter 

the maturity of the instrument, discharges the Instrument.
But a renunciation does not affect the rights of holder 
in due course without notice. A renunciation does not affect 
the rights of a holder in due course without notice. A 
renunciation must be in writing, unless the instrument isd 
delivered up to the person primarily liable thereon. 
CANCELLATION: UNINTENTIONAL: BURDEN 0? PROOF, A cancell

ation made unintentionally, or under a mistake, or with
out the authority of the holder, is inoperative; but there 
an instrument or any signature thereon appears to have been 

canceled the burden of proof lies on the proof lies on the 
party who alleges that the cancellation was made unintenfc 
tionally, or under a mistake or without authority.
BILED IN A SET. Constitute one bill, is drawn in a set, 
each paxt of the set being numbered and containing a 
reference to the other parts, the whole of the parts 
constitute one bill.
RIGHT 0? HOLDERS THERE DIFFERENT PARTI ARE NEGOTIATED. There 
two or more parts of a set are negotiated to different holders 
in due course, the holder whose title first accrues is as 
between such holders the true owner of the bill. But 
nothing in this section affects the rights of a person who 
in due course accepts or pays the part first presented toh him.



WHEN PAYABLE TO BEARER The instrument is payable to bear

er: (1 ) ’Then it is expressed to be so payable; or(2 ) Alien
it is payable to a person named therein or bearer; or
(3) When It is payable to the order of a fictitious or 
non^existlng person, and such fact was known to the person 
making It so payable; or (4) When the name of the payee 
does not purport to be the name of any person (3) When
t^e only or last indorsement is an indorsement in blank.
FICTITIOUS :R NON-EXISTING PERSONS. Must be known as such

to the maker. A fraudulent representation as to t’~e Identity 
of he payee is not a fictitious person. If drawn to an 
existing person but the maker did not intend that it should 
be delivered, or indorsed by that person, the instrument is 
deemed to be payable to a fictitious person and therefore to 

the be are i'.
LAST INDORSEMENT IN BLANK An indorsement in blank on a
non-payment) non-aegotlable under the law. The Instrument 
need not follow the language of this act, but any terns are
sufficient which clearly indicate an intention to conform to
the requirements hereof.
FOREIGN LANGUAGE. An instrument, otherwise sufficient,

drawn in a foreign language Is within the statute.
DATE--Where the instrument o: an acceptance or any indorce- 
ment thereon is dated, such date is deemed prima facie tcbbe 

the true date of the making, drawing, acceptance or 
indorsement, as the case may be. The instrument is not 
invalid for the reason only that it is ante-dated, provided 
this is not done for an illegal or fraudulent purnose. The 
person to whom an instrument so dat^d is delivered acquire 
the title thereto as of the date of delivery.



An instrument postdated or antedated for nn illegal 
purpose is void to all persons having knowledge of it, other
wise it Is good. WHEN DAIS MAY BE I^EATFE. there
an instrument expressed to be payable at a fixed period 
a/'ter date is issued undated, or where the acceptance of an 

instrument payable at a fixed period after sight is undated 

any .ho&der may insert therein the true insertion of a wrong 
date does not avoid the instrument in the hands of a sub
sequent holder in due course;; but as to him , the date 
so inserte 1 is to ce reg'arded as the Lrue date.

Any holder may insert the rue date of issue or 
acceptance of a valid undated Instrument. The insertion 
of the wrong date does not avoid the instrument but the 
date so inserted a is regarded as the true date to sub
sequent holders in due course.

m ee A negotiable Instrument is presumed to be made 
at he place it is dated.
FILLING BLAMS A7TEA DELIVERY. Where the Instrument isw

wanting in any material particular, the person in possess, on 
thereof has a prirna facie authority to completed it oy 
filing up the blanks therein. And a signature on a blank 
paper delivered by the person making the signature in ord er 
that the paper may be converted into a negotiable instrument 
operates as a prirna facie authority to fill it up ce such 
for any amount. In order, however , that any such Instrument 
when completed, may be enfor ced against any person wio 
becomes a party thereto prior to its completion, it must 
be filled up strictly in accordance with the authority given 
and within a reasonable time. But if any such instrument, 
after completion, la negotiated to a holder in due course,



it is valid and effectual for all1 purposes in his hands 
and he may enforce it as if it had been filled up strictly 
in accordance -with the authority given nd within a reason
able time. There are two different hinds of omissions 
or blank spaces in negotiate instruments which should be

distinguished: (1) Blank spaces of such a nature that
*

the ins i canent is incomplete ’until they are filled in,

(2 ) Instruments apparently complete in context but with 
blank spaces which do not fill the paper. The statute 
apolies only to omissions indicated of the first kind. As 
to the second kind the decisions are in conflict.
mi, WHEN AND H ;Y* INSERTION IS Ti 3Z HADE. Blanks
must be filled up strictly in accordance with authority 
to complete the instruments in full, which must be done 
within a reasonable time. As to a holder in due eou se an 
instrument is valid for all purposes where blanks are filled 
up but not in cases where there have been alterations.

INCJnPLEi’ES INETHUilENi1 AND UNDELIVERED. Whene an
incomplete instrument has not been delivered it will not, 

if completed and negotiated, without authority, be a valid 
contract in the hands of-any holder, as against any person 
whose a signature was placed thereon before delivery.
EIQLEN INSTRUMENTS An instrument never actually delivered
is not negotiated and there can be no recovery 0:1 it even 
in the hands of an innocent purchaser for value. Where 
an instrument is stolen before delivery, as where a blank 
check is stolen and then filled out and passed to a holder 
for value, no recovery can be had on it.



DELIVERY. Every contract on a negotiable In atrument la
Incomplete and revocable until delivery of the Inatrument 
for the purpoae of giving effect there to. As between 
immediate parties, and as regards a remote party other than 
a holder in due coiirse, the delivery, in order to be effect
ual must be made either by or under the authority of the 
party making, drawing, accepting or Indorsing, as the case 
may be; and s in such cease the delivery may be shown to have 
been conditional, or for a special purpose only, and not for 
the purpose of transferring the property in the instrument. 
But where the Instrument Is in the hands of a volder in due 
course, a valid delivery thereof by all parties prior to him 
so as to make them liable to him is conclusively presamed.
And where the Instrument is no longer in the possession 
of a party whose signature appears thereon, a valid and 
intentional delivery by him is presemed until the contrary 
is proved.
An Instrument has no valid existence until delivered in 
accordance with the Intent of the parties and takeseffect 
from the time of delivery only. Parol evidence between 
original parties regarding conditional delivery of an instru
ment is admitted and is not considered as an attempt to 
modify a written instrument. In the hands of a holder 
in due course delivery ia conclusively presemed .



SIGNATURE AND LIABILITY.
TRADE or ASSUMED NAME.-— No person Is liable on the instru
ment whose signature does not apnear thereon, except as 
herein otherwise expressly provided, But one who signs in 
a trade or assumed name will be liable to the same extent 
as if he had signed in his own name. "A person may be- 
come a party to a bill or note by any mark or desi nation 
he chooses to adopt , provided it be used as a substitute 
for his name and he Intends to be bound by It.* AGENTS.
SIGNATURE.- ^he signature of any party may be made by a
duly authorised agent. No particular form of ap ointment 
is necessary for this purpose; and the authority of the 
agent may be established as in other cases of agency.
LIABILITY OP PERSON SIGNING A i AGENT.— there the instru
ment contains or a person adds to his slngature words 
indicati g that he signs for or on behalf of a principal 
or in a representative capacity, he is not liable on the 
instrument if he was duly authorized; but the mere addition 
of words describing him as an agent, or a- filing a representa
tive character, without disclosing his principal, does not 
exempt him from persona"1 liability.

A duly authorized agent binds his principal on a 
negotiable instrument and he is not pe sonally liable if he 
discloses his principal . A failure to disclose his prin
cipal makes him personally liable.



DESCRIPTIVE TEP.M A person signing an instrument by mere
ly adding a descriptive term such as trustee, agant, etc. 
does not relieve himself from personal liability.
CORPORATE OFFICER. An officer of a corporation sigging
a negotiable instrument of the corporation in his own name 
without a description of his official title or without 
qualifications is personally liable on the instrument.
PROCURATION A signature by "procuration"operates as notice
that the agent has but a limited au hority to sign, and tue 
principal is bound only in case the agent in so aiming 
acted within the actual limits of his authority. Such sign
ature is not used much in the United States.
INDORSEMENT BY INFANT OR CORPORATION-— T’-e indorsement or 
assignment of the instrument by a coorporation or by an 
infant passes the property theieln, notwithstanding that 
from want of capacity the corporation or Infant may incur 
no liability thereon.
FORGED SINGATURE. --Where a signature Is forged or made
without authority of the person whose signature it pur
ports to be, It is wholly inoperative , and no rlgut to 
retain the instrument or to give a discharge therefor, or 
to enforce payment thereof against any party thereto, can 
be acquired through or under such signature, unless the 
par$y against whom it is sought to en’orce such right 
is precluded from setting up the forgery or want of authority.



CONSIDERATION Every negotiable instrument is deemed
prima facie to have been Issued for a valuable consideration 
and eve; y person whose signature a pears thereon to have be
come a party thereto for value. Words value received are 
surplusage. Their omission does not impair negotiabilit 
These words are important in non# negotiable Instruments as 
they amount to an admission that the instrument was issued 
for a consideration.

Value is nay consideration sufficient to support a 
simple contract. An antecedent or pre-existing debt 
constitutes value; and is deemed such whether the instrument 
is payable on demand or at a future time. "A valuable 
consideration may consist of some right, interest, profit 
or benefit accruing to one party, or some forbearance, 
detriment, loss or responsibility given, suffered or under
by the other." EXCHANGE OF NOTES, One promissory note
co stltutes a good onsideration for the other. In an ex
change of notes , one note is a consideration for the other 
and neither prry is regarded as an accommodation party.
HOLDER FOR VALUE. "'here value has at any time been given
for the instrument, the holder is deemed a holder for 
value in respect to all parties w’~o became such prior to 
that time. Where the holder has a lien on the Instrument, 
arising eith r from contract or by Implication df law, he is 
deemed a holder for value to the extent of his lien.

Effect of want of considera ion .— Absence or failure 
of consideration is matter of defense as against any person 
not a holder In due course; and partial failure o ’ consider
ation is a defdnnse- defense pro- tanto, whether the failure 
is an ascertain d and liquidated amount or otherwise.



LIABILITY OF ACCOMMODATION PARTY. An accommodation party
is one who has signed the lnstrumnt as maker, drawer, 
acceptor or Indorser, without receiving value therefor, and 
for t’-e purooee of lending his name to some other person.
Such a person is liable on the instrument to a holder for 
value, notwithstanding such holder at the time of taking 
the instrument knew him to be only an accommodation party.

"A mutual exchange of notes will amount to a sufficient 
consideration so that the notes will not be regarded as 
accommodation paper".
'HAT CONSTITUTES NEGOTIATION.  An Instrument is negotiated
when it is transferred from one person to another in such 
manner ar to constitute the transferee the holder thereof.
If payable to bearer it is negotlrted by delivery; if pay
able to order it is negotiated, by the indorsement of the 
holder completed by delivery. NECESSITY FOR DELIVERY.-—  
Indorsement without delivery conveys no title.
The Indorsement must be written on the instrument ltsftlf or 
up@n a paper attached thereto. The signature of the indor
ser , without additional words, is a sufficient Indorsement.
PLACE OF INDORSEMENT. is usually on the back of an
instrument but may be anywhere on it . indorsement made 
by rubber stamp signature by one having authority with Intent 
to indorse the instrument, is a valid Indorsement. The 
holder ha? the burden of proving the genuineness of each 
indorsement necessary to support his title.



INDORSEMENT MUST BE OP ENTIRE INSTRUMENT. I'he indorsement
must be an a indorsement of the entire instrument. An 
indorsement, which purports to transfer to the indorsee 
a part only of the amount payable, or which purports to 
transfer the instrument to two or more indorsees severally 
does not operate as a negotiation of the Instrument. But 
where the Instrument has been paid in part, it may be in
dorsed as to the residue . KINDS OF INDORSEMENT.----An in
dorsement may be either special or in blank; and it, may 
also be either restrictive or qualified, or conditional.
SPECIAL INDORSEMENT. INDORSEMENT IN BLANK. A special
Indorsement specifies the person to whom , or to whose 
order the instrument Is to be payable; and the indorsement 
of such Indorsee is necessary to the further negotiation of
the instrument. An indorsement In blank specifies no 
indorsee, and an instrument &o payable to Dearer, and may
be ne otlated by delivery.
BLAbiK INDORSEMENT: HOW CHANGED TO SPECIAL INDORSEMENT.— The 
holder may convert a bl nk Indorsement into a special in
dorsement. Into a special Indorsement by writing over the 
signature of the indorser in blank any contract consistent 
with thf? character of the indorsement.
WHEN INDORSEMENT RESTRICIVE .— An indorsement is restrictive 
which either; (1) Prohibits the further negotiation of the 
instrument; or (2) Constitutes the indorsee the agent of the 
indorser; or (3) Vests the title in the Indorsee In trust for 
or to the use or som e other person. But the mere absence 
of words implying power to negotiate does not make an 
lndorrement restrictive.



CHECKS AND DRAFTS D— deposited with banka for collection 
are generally Indorse under. An illustration of restive 
lndoreemen under an act is * Pay X for account of Y."
Title passes to X but the indorsement Is limited to the 
extent thrt it gives notice that the Instrument cannot 
be negotiated by X for his own benefit.
EFFECT OF RESTRICTIVE INDORSEMENT.— RIGHTS OF INDORSEE. A 
restrictive Indorsement confers upon the Indorsee the 
right; (1) To receive payment of the Instrument: (2)
To bring any action thereon that the indorser could bring
(3) To transfer his rights as such indorsee, where the form 
of the Indorsement authorises hi^ to do so. But all sub
sequent indorsees acquire only the title of the frst indorsee 
under he restrictive indorsement. QUALIFIED INDORSEMENT.
A qualified indorsement constitutes the indorse: a mere 
assignor of the title to the instrument . It may be made >y 
adding to the Indorser's signature the words " without recourse 
or any words of similar import. Such an indorsement doean not 
impair the negotiable character of the Instrument.
QUALIFIED INDORSEMENT.— may be made by adding to the indorsement 
cons "without recourse" or words of similar import. A 
qualified or es restrictive indorsement does not impair 
the negotiable character of the Instrument.

CONDITIONAL INDORSEMENT.— -Where an indorsement is conditional 
a party required to pay the Instrument may disregard the 
condition and make payment to the indorsee or his trans
feree, whether the condition has been fulfilled or not. But 
any person to whom an instrument so Indorsed is negotiated 
will hold the same, or the proceeds thereof subject to the 
rights of the person indorsing conditionally.



INDORSEMENT OF INSTRUMENT PAYABLE TO BEARER.— Where an 

instrument is payable to the order of two or more Is 
Indorsed specially, it may nevertheless be further negotiated 

by delivery; but the person indorsing specially is liable 
as Indorser to only such holders as make title through 
his indorsement.
INDORSEMENT WHERE PAYABLE TO TWO OR MORE PERSONS.— Where an 
instrument is payable to he- the order of two or more payees 
or indorsees who are not partners, all must Indorse , unless 
the one indorsing has authority to indorse for the others.
INDORSEMENT WHERE NAME IE MISSPELLED, ET CETERA. Where the

name of a payee or indorsee is wrongly designated or misspelled 

he may indorse the instrument as therein described, adding 
if he think fit, his proper signature.
INDORSEMENT IN REPRESENTATIVE CAPACITY.-— Where any person is 

under obligation to indorse in a representative capacity, he 
may Indorse in such terms as to negative personal liability.
TIME 0F INDORSEMENT: PRESEMPTION. Except where an Indorsement
bears date after the maturity of the inatruement every negot
iation is deemed prima facie to have been effected before the 
instrument was overdue.
PLACE OF INDORSEMENT: PRESUMPTION.— -Eseept where the contrary 
appears every indorsement Is presumed prima facie to have been 
made at the place where the Instrument is dated.

The importance of this section is realised when i is recalled 
that an indorsement not alone transfers the Instrument but is 
also a new contract embodying the contents of the Instrument. 
As, for instance, a note made In one state and subsequently 
Indorsed in another becomes a contract governed by the laws of 
the latter state.



CONTINUATION OF NEGOTABLE CHARACTER. An instrument negotiable
in its origin continues to be negotiable until it has restrictlvely 
Indorsed or discharged by payment or otherwise..
STRIKING OUT INDORSEMENT.— The holder may at any time strike out 
any indorsement which is not necessary to his title. The In
dorser whose lndorsemBbt Is struck out, and all Indorsers sub
sequent to him, are thereby relieved from liability on the 
instrument .
TRANSFER WITHOUT INDORSEMENT: EFFECT OF. Where the holder of an
Inbstrument payable to his order transflers it for value without 
indorseing it, the transfer vests in the transferee such title 
as the transferrer had therein, and the transferee acquires 
in addition, the right to have the Indorsement of the trans- 
ferrer. But for the purpose of determining whether the transfer
ee is a holder in due course, the negotiation takes effect as of 
the time when the Indorsement is actually made.
WHEN PRIOR PARTY MAY NEGOTIATE INSTRUMENT. Where an Instrument
is negotiated back to a prior oarty, such party may, subject 
to the provisions of this act reissue and further negotiate 
the same. But he is not entitled to enforce payment thereof 
against any Intervening party to whom he was personally liable. 
HOLDER IN DUE COURSE.---
WHAT CONSTITUTES A HOLDER IN DUE COURSE. A holder in due
course is a holder Who has taken the Instrument under the 
following conditions. (1) That it Is complete and regular 
upon its face; (2) That he became the holder of it before it was 
overdue, and without notice that it had been previously dis
honored if such were the fact: (3) That he took it in good 
faith and for value; (4) That at the time it was negotiated to 
him he had no notice of any infirmity In the Instrument.



COMPLETENESS AND REGULARIT¥ -r Ne go tlable instruments acquired
after maturity become subject to the same defenses as if non- 
negotiable. A bank die count in. -paper and merely placing amount 
to the credit of customer does not becomea holder in due 

co’xrse. Eut if the sum so credited is drawn on and checked out 

the bank becomes a holder in due course. A gift of a negotiable 
instrument does not make the donee a holder in due course.

"hen person dot deemed hoi'er in due course.— Where an 
instrument payable on demand is negotiated an unreasonable length" 
of time after its issue, the holder Is not deemed a holder in 
due course.

What constitutes a reasonable time depends on the facts 
in each care. Notice before full amount paid.— Where the trans
feree receives notice of any infirmity in the instrument or 
defect in the title of the person negotiating the same before 
he has paid the full amount agreed to be paid therefor, be will 
be deemed a holder in due course only to the extent of the amount 

thereto fore paid by him.
WHEN TITL DEFECTIVE. The title of a person who negotiates

an instrument is defective within the meaning of this act when 
he obtained the Instrument, or any signature thereto, by fraud 
duress, or force and fear, or other unlawful means , or for an 
illegal consideration, or when he negotiates it in branch of 
faith, or under such circumstances as amount to s fraud 
WHAT CONSTITUTES NOTICE JF DEFECT.- - To constitute notice 
of an infirmity In the instrument or defect in the title of the 
person negotiating the same, the person to whom it is negotiated 
must hsve had actual knowledge of the infirmity or defebt, or 
knowledge of such facts that his action in taking the instrument 
amounted to bad faith.



INQUIRY. The transferee is not required to make Inquiry.
A holder's knowledge of the poor financial condition of the 
maker is not sufficient to put him on notice of a defect, as 
he has a right to rely on the indorsements. A Durchanse 
at discount, even though It is large, is not sufficient to 
deorlve the holder of rights of a holder dn due course. If 
the discount is vei’y large and thereare ne- other factors 
they in- y be considered together to determine if he became 
a holder for value In good faith. Negotiable instrument is ued 
by a corporate officer for his personal benefit or use is prima 
facie unlawful and unless authorized b the person taking such 
paper does so at his peril. Negotiable instrument issued under 
duress is void.
PROMISSORY NOTES AND CHECKS.— -Definition. A negotiable promissory 
note within the meaning of this act is an unconditlonal promise 
in writing made by one person to another, signed by the maker 
engaging to pay on demand or at a fixed or determinable future 
time a sum certain in money to order or to bearer. Where a note 
Is drawn to the maker's own order, it is not complete until 
indorsed oy him.
CHECH DEFINED.— A check must be presented or a bill of exchange 
drawn on a banc, payaole on demand. Except as herein otherwise 
provided, the provisions of this act applicable to a bill of 
exchange payable on demand apply on demand a to a check.

A check must be presented for payment within a reasonable 
tl-̂ e after its issue or the drawer will be discharged from 
liability thereon to the extent of hhe loss caused by the delay.



CERTIFICATION CHECK: EFFECT OF. ---’There a check is certified.

"here a check is certified hy the hank on which It Ir drawn 
the certification is equivalent toan acceptance.
EFFECT WHERE THE HOLDER 0" CRECK PROCURES II TO BF. CERTIFIED.—  
Where t'e holder of a chek procures it to be acccepted or 
certified the drawer and all indorers are discharged from 
liability thereon.

A check must be presented for payment within a reasonable 
tire after Its Issue or the drqwer trill be discharged from 
liability hereon to the extent of the loss caused by the delay

A check of itself does not operate as an asslgnement of any 
part of the funds to the credit 6f the drawer with the bank, 
and the bank is not liable to the holder,unless and until it 
accepts or certifies the check.
RECOVERY OF FORGED C,TECK.— -No bank sha1! be liable to a depositor 
for the payment by It of a forged or raised check, unless within 
one year after the return to the depositor of the voucher of 
such payment, such depositor s^all notify the bank that the check 
so paid was forged or raised.
NEGOTI BLE INSTRUMENTS GIVEN FOR PATENT RIGHTS. A promissory
note or other negotiable instrument, the consideration of which 
consists wholly or partly of the right to make use or sel1 any 
invention claimed or represented by the vendor at the time 
of sale to be patented, must contain the words * given for a patent 
right" prominently and legibly writ en or nrlnted on the face 
of such note or instrument above rthe signature thereto; and 
such note or instrument in the hands of any purchaser or holder 
is subject o to the same defenses as in the hands of the original 
holder; but this section does not apply to a negotiable Instrument



given solely for the purchase price or the use of a patented a 
artlcel.
NEGOTI 3LE INSTRUMENTS ^OR A SPECULATIVE CONSIDER TIDN. —  -If the 
consideration of a promissory note or other negotiable instrument 
consists in whole or in part of the purchase price of any farm 
product, at a price greater by at least four times than the 
fair market value of the same px'oduct at the time, in the 
locality, or of the membership and rights in an association, 
company or combination to produce or sell any farm product at a 
fictitious rate, or of a contract or bond to purchase or sell 
any farm product at a price greater by four tires than the mar; et 
value of the same product at the time in the loeality ,the 
words, '‘given for a speculative consideration," or other words 
clearly showing the narure of the consideration, must be 
prominently and legibly written or printed on the face of such 
note or instrument above the signature thereof; and such note 
or instrument, in the hands of any purchaser or holder is sub
ject to the same defenses as in the hands of the original owner 
or holder.
HOW NEGOTIABLE BONDS ARE MADE NON-NEGOTIABLE.— The oener
or holder of an^ corporate or municipal bond or obligation (except 
such as are designated to circulate as money , payable to bearer 
heretofore or hereafter issued in and payable in this State, 
but not registered In pursuance of any State law, may make such 
bond or obligation, or the interest coupon accompanying the same 
non-negotl&ble , by subscribing his name to a statement indorsed 
thereon that such bond, obligation or coupon is his property, and 
thereon the principal sum therein mentioned is payable only to such 
owner or holder, or his legal representatives or assigns, unless 
such bond, obligation or coupon be transferred by Indorsement



HOW NEGOTIABLE BOND ARE MADE NON-NEGOTTABLE.(cont) 
in blank , or payable to bearer , or to orer, with the 
addition of the assignor’s place of residence.


