LECTURE 15
  PARTIES TO THE NEGOTIABLE INSTRUMENT
15.1. INTRODUCTION
Any person who is competent to contract may be a party to a negotiable instrument. This implies that the individual should be of the sound mind, of the age of majority and meet all other requirements of an ordinary contract. So if he is not disqualified by the law of the land from contracting, he can also be part of the negotiable instrument.
  
15.2. OBJECTIVES
This lecture will introduce the reader to the parties of the negotiable instruments.  At the end of this lecture the reader will be able to understand the competence of the parties in drawing, negotiating, accepting, indorsing and making a negotiable instrument and their capability in incurring liability.

15.3. BODY
 i)  Capacity of the parties
Every person who is competent to contract according to the law of contract may be a party to a negotiable instrument. He will be bound to the instrument and hence liable by the drawing, making, accepting, negotiating, deliver and indorsing of the negotiable instrument. However a minor though he can draw, deliver, negotiate and indorse an instrument, he is not competent to contract and therefore he cannot bound by becoming a party to a negotiable instrument. But he may negotiate, draw, deliver and indorse, a negotiable instrument and hence bind all other parties except himself. So a minor becomes a channel of conveying titles and liabilities but not to originate it.
 Like minors persons of unsound mind are not competent to contract. That implies that all agreements with idiots, lunatics, and drunken persons are void. Promissory notes, bills of exchange and cheques made or drawn by such persons are void against them; however other parties to the negotiable instrument remain liable, if at the time of implementing such instruments, they were incompetent of forming a coherent judgment as to the effects of such instruments.
Corporations’ contractual capacity relies on what is provided in the memorandum of association or in its charter of incorporation. If the corporation is allowed, expressly or impliedly, by the memorandum or the charter of its incorporation to do so, it may become a party to a negotiable instrument in any capacity; otherwise its agreement will be ultra vires.

ii)    Parities to a bill of exchange
The bill of exchange have different parties such as the drawer, drawee, holder, acceptor, payee, indorser, indorsee, and sometimes when a need arise there is also acceptor for honor.
iii)    Parties to a promissory note
The promissory note contains different parties such as the maker, holder, payee, indorser and the indorsee.
iv)  Parties to a cheque
A cheque has different parties such as the maker, drawee, payee, holder, indorser, and the indorsee.
The maker is a person who makes the promissory note and the drawer is person who draws or makes a bill of exchange. The drawee is anyone to whom the bill of exchange or a cheque is drawn to and directed to pay. A banker is the drawer always for a cheque transaction. The drawee of a bill of exchange becomes an acceptor when he accepts a bill.

A person named in the cheque, bill of exchange and promissory note and to whose order the money is to be paid is known as a payee. The drawer may turn and be a payee in a cheque and the bill of exchange if he draws the instrument in his own favour.
The person who signs on the face of an instrument so as to pass the title of it to another person is known as the indorser. The person to whose favour the instrument is indorsed to, is known as the indorsee.

A holder of a negotiable instrument is any person who for consideration becomes the holder of the negotiable instrument. It is any person allowed in his own name, to have the custody thereof and to receive or recover the sum due thereon from the parties prior to him to the instrument.
15.4. SUMMARY
The capacity of the parties to incur liability as a party to promissory note, bill of exchange or cheque is the same as his capacity to contract. A minor may be a conduit to pass the title and liability to others but he cannot be bound by the instrument. Individuals with unsound mind may draw bills and hence bound others, but the bill becomes void against themselves, if at the time of the effecting such instrument they was capable of forming rational judgment. Corporations being legal person can be part to the negotiable instruments only if the memorandum of association allows it.

A promissory note has parties such as the maker, payee, holder, indorser and indorsee. A bill of exchange has parties such as the drawer, payee, holder, acceptor, indorser, indorsee, drawee and acceptor of honour if the need arises. A cheque has different parties such as the drawer, drawee, holder, indorser, payee, and indorsee. A holder in due course is any person who for consideration becomes the possessor of the negotiable instrument.
15.5. LEARNING ACTIVITES
i) Main learning Activity
a) Examine to what extent a minor can be a party to a negotiable instrument.
ii) Minor Learning Activities

a) Define a holder.

 b) Who are the parties to a bill of exchange, promissory note and a cheque?
c) Define a holder in due course. What are his privileges under the Bill of Exchange Act?
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