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                                   BILLS OF EXCHANGE 

Section 5 of Negotiable Instrument Act defines a bills of exchange as, “ A bills of 

exchange is an instrument in writing containing an unconditional order, signed 

by the maker, directing a certain person to pay certain sum of money only to, or 

to the order of, a certain person or to the bearer of the instrument.” 

Unlike a pronote, the b.o.e contains an order from creditor to the debtor, to pay 

a certain sum, to a certain person, after a certain period. 

Thus, a bill is always drawn by the creditor on the debtor. 

Parties to bills of exchange: 

There are three parties: 

A. Drawer: 

The person who draws or makes the bill is called drawer. 

B. Drawee: 

The person on whom it is drawn is drawee. In other words, the person 

who is directed to pay is called drawee. 

C. Payee: 

The person to whom the payment is to be made is called payee. 
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Specimen of a Bills of Exchange: 

 

 

Features of Bills of Exchange 

Following are some important features of bills of exchange: 

i. It must be in writing. 

ii. It must contain an order to pay: 

A mere request to pay on account, will not amount to an order. 

It should be expressed in polite language. 

iii. The order to pay must be unconditional: 

It means it must not depends upon uncertain event. 

iv. It must be signed by the drawer. 

v. The drawer, drawee and payee must be certain: 

                                                                      Bills of Exchange 

 

                                                                                                                  <   Address of Drawer> 

        <Amount in Numbers>                                                    <Date> 

 

<Period> after the date, pay to me or payee or my/ his/her order, the sum of 

rupees < in words> only for the value received.    

                                                                                                                       Sd/- 

                                                       Accepted                                            Drawer    

                                                          Sd/- Drawee 

       To,                                             Date of Acceptance    

       Drawee Name 

       < Addess>                                                

     Stamp 



A bill cannot be drawn on two or more drawees in the alternative 

because of the rule of law that “ where liability lies, no ambiguity 

must lie.” 

vi. The sum payable must be certain 

vii. The bill must obtain an order to pay money only. 

viii. It must comply with the formalities as regards date, 

consideration, stamps etc. 

 

(Note: Fundamental features of bills of exchange are more or less 

similar to that of pronote.) 
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