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Ministry of Finance

The Ministry of Finance (Vitta Mantralaya) is a
Ministry within the Government of India
It concerned with the economy of India,
serving as the Treasury of India
It concerns itself with taxation, financial
legislation, financial institutions, capital
markets, centre and state finances, and the
Union Budget
As a Chartered Accountant, many of your day-
to-day work life will be impacted by this
ministry and its proclamations
This Ministry is so important that many
ministers have preferred to hold the portfolio
of Finance Minister
One of the important functions of the Finance
Ministry is the presentation of the Union
Budget.
Union Budget provides for the rates of taxes
and budget allocations for the ensuing year.
Apex controlling authority of 4 civil services &
ICMAS
Departments

e  Department of Economic Affiars

*  Department of Expenditure

*  Department of Revenue

*  Department of Financial Services

e Department of Investment and Public

Asset management
e Department of Public Enterprises

Ministries of Central Government

Ministry of Corporate Affairs

It is an Indian Government Ministry.
It is concerned with administration of
e the Companies Act 2013,
e the Companies Act 1956,
e the Limited Liability Partnership Act,
2008, and
e the Insolvency and Bankruptcy Code,
2016.
It is responsible mainly for the regulation of
Indian enterprises in the industrial and
services sector.
Ministry is mostly run by civil servants of the
ICLS cadre
These officers are elected through the Civil
Services Examination conducted by Union
Public Service Commission.
The highest post, Director General of
Corporate Affairs (DGCoA), is fixed at Apex
Scale for the ICLS.

Ministry of Home Affairs

It is an Indian Government Ministry
As an interior ministry of India, it is mainly
responsible for the maintenance of internal
security and domestic policy.
The Home Ministry is headed by Union
Minister of Home Affairs
Departments
*  Department of Border Management
*  Department of Internal Security
* Department of Home
*  Department of Jammu, Kashmir and
Ladakh Affairs
*  Department of States
* Department of Official Language
O Central Translation Bureau
O Central Hindi Training
Translation
O Directorate of Census
Operations

Ministry of Law & Justice

It is an Indian Government Ministry
Department of Legal Affairs is concerned with
advising the various Ministries of the Central
Government while the Legislative Department
is concerned with drafting of principal
legislation for the Central Government.
Deals with
* management of the legal affairs,
through the Department of Legal
Affairs
* legislative activities through the
Legislative Department
* administration of justice in India
through the Department of Justice
Departments
*  Department of Legal Affairs
* Legislative Department
*  Department of Justice









THE INDIAN CONTRACT ACT, 1872
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Section 10 — Essentials of Contract Other than Section 10 — Essentials of |
(C2L2AN) Contract — (COP3)

Free Consent Certainty of meaning

Competency of the Parties Other Formalities to be complied

Lawful Consideration Possibility of Performance

Legal Object Parties intend to create legal relation - -
Agreement 2 Parties

Not expressly declared Void - -
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Invitation by company to public for Statement of Intention
subscribing its shares

Display of Goods for sale in shop Statement of Price
Advertisement of Auction Sales Statement of Announcement
Price Quotation in reply to query of price Invitation to Offer

Menu card/price tags etc.




v v

v

v

-
-

v

I e [ e
v
. .

v




v v v v v v v
F----F-=




UNIT 3

Essentials of
Valid Contract

| Minor — Every person domiciled in India who not
l l l l Age of majority is regulated by Indian completed as 18 years of age will be
Majority Act, 1875 termed as minor
Competent to Free Consent vl Not Expressly
Contract (Not caused Consideration and declared Void
(Sec11) by) Object unless like Contract with Minor is Void ab initio Guardian can enter into contract for
| I | benefit of minor
| A L4 No ratification after attaini jorit Minor is not liable f ifi
q . " o ratification after attaining majority inor is not liable for specific
Major e e Made by Agreerr?ent in performance
(completed 18 (Sec 15) Law Incompetent restraint of
years of age) Parties trade Minor can be beneficiary or take benefit Minor cannot become a partner in
| I I I I out of contract partnership
Undue :
. Influence I?gfeat Bilateral AT 1T Promissory note can be made in favour of | Minor can be admitted to benefits of
Sound Mind provision/rule . restraint of Legal ) hio with £ all
(Sec 16) of law Mistake of fact oroceedings Minor partnership with consent of all partners
| | I | | Minor is liable for torts (civil wrong) Minor cannot be declared insolvent
Unlawful Agreement —
Not Disqualified Fraud Fraudulent Consideration Uncertain For Necessaries, Minor’s estate is liable Minor can become agent but not liable to
by Law (Sec 17) or Object meaning but he is not personally liable principal
I | Agree!ment I Minor cannot bind guardian or parent Adult will be liable in case of joint promise
. Mist ) Injury to without AV\::z:;nnis by Minor and adult
erj(;ezsrl;)lon person or Consideration & Minor cannot become shareholder of the Surety (adult) of minor is directly liable to
property | | Company. Company will remove name of third party
I | Agreement in Agreements to minor from member register if he
Mistake restraint of do impossible mistakenly becomes a member
(Sec 20,21, co::f;i%:{ds marriage Acts However through legal guardian, minor Minor can always plead minority even
22) can become shareholder of fully paid when earlier he falsely represent himself
| shares by transfer or transmission. as major. Reule of estoppel not applicable
Opposed to

public Policy




1. | Where consent is not Free due to

a) Coercion
b) Fraud
c)  Misrepresentation

d) Undue influence

2. | Party preventing event on which the
contract is to take effect (Sec 53)

3. | Effect of failure to perform at fixed time, in
which time is essential (Sec 55)
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Forbidden by Law
Defeat the provisions of Law

Fraudulent

el I ol B o

Involves injury to the person or property of another

5. Court regards it as immoral

6. Opposed to Public Policy (9 Cases)

1. Made by incompetent parties (Section 11) 6. Agreement in restraint of marriage (Section
26)
Agreements in restraint of trade (Section 27)

2. Agreements made under Bilateral mistake 7.
offact (Section 20)

2o

3. Agreements the consideration or object of
which is unlawful (Section 23)

Agreement in restraint of legal proceedings
(Section 28)

Agreement the meaning of which is
uncertain(Section 29)

4. Agreement the consideration or object of 9.
whichis unlawful in parts (Section 24)

5. Agreements made without consideration 10 Agreements to do impossible Acts (Section
(Section 25) . 56)
11 Wagering Agreement (Sec 30)

Exception to
Agreement in

restraint of trade

v

Sale of
Goodwill

Seller agreed
to refrain from
carrying similar

business

Within
specified local
limits

Local limits
must be
reasonable

——

v

Agreement
with outgoing
partner

With
continuing
partners

He will not carry
similar business

Within a
specified
period

Or within
specified local
limits

v

Valid Contract

—

Agreement
between
partners

Not to carry
business

During
continuance of
partnership

Agreement of service where employee bind himself
during term of agreement , not to compete with

employer is in restraint of trade
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Succession

Succeeded by law
Both Burden and benefits get devolve on
legal heir

Ex :- A son becomes owner of estate of his
father after his death

Liability of son is limited to the extent of
the property inherited by him

Voluntarily

Only benefits can get assigned to assignee
and not the liabilities thereunder

Ex :- Creditors assigns the benefit of a
promise, he thereby entitles the assignee
to realise the debt from the debtor

In case of personal consideration, benefit
cannot be assigned.



Time & Place for Performance of the Contract
(Sec 46 to 50)
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Joint Promisor & Promisee

Sequence for Appropriation of Payments

Devolution of Join Liabilities
(Sec 42 to Sec 44)

Devolution of Joint Rights
(Sec 45)

When two or more persons have made a
joint promise, then all such persons during
lives, must jointly perform the promise

After the death of any of joint promisor,
then legal representative jointly with the
survivors must fulfil the promise

In case of death of all the joint promisors,
then legal representative of all joint
promisors jointly must fulfil the promise

When a person has made a promise to
two or more persons jointly, then unless a
contrary intention appears from the
contract, the right to claim performance
rests, as between him and them, with
them during their joint lives, and after the
death of any of them, with the
representative of such deceased person
jointly with the survivor or survivors, and
after the death of the last survivor, with
the representatives of all jointly

Promise may compel any one or more of
joint promisors to perform the whole of
promise

If one of the joint promisors is made to
perform the whole contract, such Joint
Promisor may compel other joint
promisors to compel equally

A release of one of such joint promisors by
the promisee does not discharge the other
joint promisors neither it does free the
joint promisor from responsibility to the
other joint promisors

In case of default in contribution by the
joint promisor(s), remaining joint
promisors must bear the loss arising from
such default in equal shares

Sec 59 :- At the time of payment, debtor has the right to expressly intimate regarding appropriation
of payment or circumstances imply the payment to be adjusted against particular debt

Sec 60 :- If there is no intimation from debtor & no circumstances, then creditor can apply as per its
choice to any debt including time barred debt but not against disputed debt.

Sec 61 :- Neither Debtor nor Creditor appropriated, then apply payment in order of time including
time barred debts. If the debt are of equal standing then then apply proportionately

9 Ways to Discharge a Contract

v

v

v

7. Promisee may

v

9. Effect of
neglect of
promisee to
afford promisor
reasonable
facilities for
performance

1. By 4. By Lapse of waive or remit
Performance time performance of
I I promise
2. By Mutual 5. By operation ;
Agreement of Law 8. M.erger 0
Rights
3.B
. y 6. By Breach of
Impossibility of
Contract
Contract
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Reasonable estimate of likely loss in case
of breach

Sum payable is approx. to the probable
damage

Liquidated damages is a genuine pre-
estimate of the damage

An amount arbitrarily fixed as the
damages payable

Sum payable is so large as to be far in
excess of probable damages

Penalty is amount stipulated as terrorem
of the offending party
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Particulars — Subagent

Liable to 3" Party for Acts of
subagents

Liability of Agent to Principal
Sub Agent is liable to Agent

Sub Agent is liable to Principal

Properly Without
Appointed | Authority

Principal

Yes

Yes

No
(Except
fraud/
willful
wrong)

Agent

Yes

Yes

No

)
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THE SALE OF GOODS ACT, 1930
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THE INDIAN PARTNERSHIP ACT, 1932






Formalities related to Partnership Deed

Partnership is the result of an agreement.
No particular formalities are required for
an agreement of partnership.

It may be in writing or formed verbally.
But it is desirable to have the partnership
agreement in writing to avoid future
disputes.

The document in writing containing the
various terms and conditions as to the
relationship of the partners to each other
is called the ‘partnership deed’.

It should be drafted with care and be
stamped according to the provisions of
the Stamp Act, 1899.

Where the partnership comprises
immovable property, the instrument of
partnership must be in writing, stamped

and registered under the Registration Act.

Partnership
Deed

Partnership deed may contain the following
information:-

. Name of the partnership firm.

. Names of all the partners.

. Nature and place of the business of the firm.
. Date of commencement of partnership.

. Duration of the partnership firm.

. Capital contribution of each partner.

. Profit Sharing ratio of the partners.

. Admission and Retirement of a partner.

. Rates of interest on Capital, Drawings and
loans.

10. Provisions for settlement of accounts in the
case of dissolution of the firm.

11. Provisions for Salaries or commissions,
payable to the partners, if any.

12. Provisions for expulsion of a partnerin case
of gross breach of duty or fraud.

A partnership firm may add or delete any
provision according to the needs of the firm.

OCoOoONOOTULL A WN R

Kind of

Partnership

Based on
extent of
business

Particular
Partnership

Partnership in
particular
adventure or
undertaking

Dissolved on
completion of
the adventure
or undertaking

General
Partnership

Partnership
constituted for
business in
general

A general
partnership is
different from

a particular
partnership.

Based on
duration

Partnership at
will (Sec 7)

2 Conditions to
be satisfied :-
1. No fixed
period has
been agreed &

2. No provision
made as to
determination
of the
partnership

Dissolved by
any partner by
giving notice in

writing to all
other partners
of his intention
to dissolve the

same

Partnership for
fixed period

Provision is
made by
contract for
the duration

Partnership
comes to end
after expiry of

duration.

If fixed
partnership is
continued
after the
expiry of such
term then
treated as
partnership at
will
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Sec 45
On Dissolution
of firm

Public Notice is Public Notice is

not given given
Partners Partners
remain liable remain not
to third parties liable to third
for acts done parties for acts
after done after
dissolution dissolution

Note :- Insolvent Partner, Property
of deceased partner and dormant
partner are not liable to third party
even if no public notice is given

Sec 47

After dissolution, each partner has
the authority which is necessary to
wind up the affairs of the firm and
complete the unfinished
transactions

Sec 48 Mode

of Settlement

of Partnership
Accounts

Consequences of Non-Registration
(Section 69)

Exceptions :- Non — Registration of firm
does not, however the following rights

Losses including
deficiencies of
capital shall be

Assets must be applied
in following manner:-

Debts of the firm to
3" parties

paid - To each partner

- First out of what is due to him
profits; from advances

- Next out of - To each partner
capital what is due to him

- Lastly by the on account of

partners in the
proportions in
profit sharing

capital
The residue if any
shall be divided

ratio among the partners
in the proportion in
profit sharing ratio
Sec 46
Rights of partner
after dissolution
Surplus
Property of
. P y . distributed
Firm applied in th
debts and among the
partners or
payments of tati
the firm representatives

to their rights

1. No suit in civil court by firm or other co-
partners against third party

1. Right of third parties to sue the firm or
any partner

2. No relief to firm or partner for set-off of
claim

2. Right of partners to sue for the
dissolution of the firm or for the
settlement of the accounts of a dissolved
firm, or for realization of the property of a
dissolved firm.

3. Aggrieved partner cannot partner legal
action against firm or other partners

3. The power of an Official Assignees,
Receiver of Court to release the property
of the insolvent partner and to bring an
action

4. Third party can sue both registered or
unregistered firm

4. The right to sue or claim a set-off if the
value of suit does not exceed Rs. 100 in
value

5. The right to suit and proceeding
instituted by legal representatives or heirs
of the deceased partner of a firm for
account s of the firm or to realise the
property of the firm

Sec 49
Property
Of firm Of partner
First applied . .
against debts Flrzt :ipnzltled
of firm and &

then share of

separate debts

and then

each partner
against
separate debts

against each
debts of firm




Modes of Dissolution of Firm

Without Court Intervention ~ With Court Intervention (Section 44)

Insanity / Unsound Mind

Dissolution by Agreement (Section 40)
Permanent Incapacity

Dissolution by notice (in partnership at will)
(Section 43)

Misconduct

Persistent Breach of agreement

Compulsory dissolution of firm (Section 41)
S 1. Al partners/ all partners except one as insolvent ' TranSfer Of IntereSt
2. Any event making firm business unlawful

Dissolution on happening of certain Continuous Losses / Perpetual Losses
contingencies (Section 42)

Just & equitable grounds

Deadlock in Management

Partners are not in talking terms

Loss of substratum

Gambling by partner on a stock exchenge

After expiry of fixed term of partnership
Completion of adventure/undertaking
Death of a partner

Adjudication of partner as insolvent
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One Person

Company
Procedure
Only one ini i
ersgln s simplified No minimum Nominee
p A through paid up capital clause in MOA
member exemptions

Significant points of OPC:-

@ Only one person as member.

4 Minimum paid up capital — no limit prescribed.

4 The memorandum of OPC shall indicate the name of the other person, who shall,
in the event of the subscriber’s death or his incapacity to contract, become the
member of the company.

@ The other person whose name is given in the memorandum shall give his prior
written consent in prescribed form and the same shall be filed with Registrar of
companies at the time of incorporation of the company along with its e-
memorandum and e-articles.

@ Such other person may be given the right to withdraw his consent.

€ The member of OPC may at any time change the name of such other person by
giving notice to the company and the company shall intimate the same to the
Registrar.

@ Any such change in the name of the person shall not be deemed to be an
alteration of the memorandum.

@ Only a natural person who is an Indian citizen whether resident in India or
otherwise

¢ shall be eligible to incorporate a OPC;

¢ shall be a nominee for the sole member of a OPC.

@ No person shall be eligible to incorporate more than one OPC or become nominee

in more than one such company.

4 No minor shall become member or nominee of the OPC or can hold share with
beneficial interest.

@ Such Company cannot be incorporated or converted into a company under
section 8 of the Act. Though it may be converted to private or public companies in
certain cases.

@ Such Company cannot carry out Non-Banking Financial Investment activities
including investment in securities of any body corporate.

@ Here the member can be the sole member and director.

Section 8
Company
Deals With Co. Which are o
formation of formed to in
company promote
charitable
objects
Prohibit
Promote its payment of
objects dividend to
members

Significant Points of Section 8 Company

€ Formed for the promotion of commerce, art, science, religion, charity, protection of environment, sports, etc.
€ Requirement of minimum share capital does not apply.

@ Uses its profits for the promotion of the objective for which it is formed.

@ Does not declare dividend to members.

@ Operates under a special licence from Central Government.

€ Need not use the word Ltd./ Pvt. Ltd. in its name and adopt a more suitable name such as club, chambers of
commerce etc.

# Licence revoked if conditions contravened.

4 On revocation, Central Government may direct it to

—Converts its status and change its name

—Wind — up

—Amalgamate with another company having similar object.

# Can call its general meeting by giving a clear 14 days’ notice instead of 21 days.

@ Requirement of minimum number of directors, independent directors etc. does not apply.

#Need not constitute Nomination and Remuneration Committee and Shareholders Relationship Committee

# A partnership firm can be a member of Section 8 company.
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Section 7 - INCORPORATION OF COMPANY




Address for Correspondence till its
registered office is established

Particulars of Subscribers to MOA and
First Directors

Particulars of interest of the person
named as First Directors in Other Firm or
Body Corporate

Memorandum and Articles Duly
signed by all the subscribers

Proof of Identity of Subscribers to
MOA and First Directors

Written consent to Acts as director
of The Company

Declaration by person engaged in the
formation of Co.
(Advocate/CA/CMA/CS in practice)
and by person named in articles as
(director manager or secretary)

- All the requirements of this Act and
rules thereunder have been complied
with

Declaration from each Subscribers to

MOA and First Directors

- Not convicted of Offence involving
promotion/formation/
management of the Company

- Not found guilty of fraud,
misfeasance, breach of duty under
this Act during last 5 years

- All documents filed with RoC
contain correct, complete and true
info












MOA

Content Charter of Co.
Contains object

Name Clause of Co. for which

it is formed
: Identifies

Registered possible scope
Office Clause of its operations
MOA is a public

Liability Clause

Capital Clause

A 4

Association
Clause

Nominee Clause

document u/s
399 of CA, 2013

A\ 4

Not include
person acting in
professional
capacity eg.

____Banker, etc.

Limited by shares

Limited by guarantee and not having share capital
Limited by guarantee and having a share capital
Unlimited Company not having share capital

Unlimited Company having share capital

Table A
Table B
Table C
Table D
Table E

Table F
Table H
Table G
Table J
Table |









Doctrine of
Ultra Vires

Any act done
or a contract
made by the
company
which travels
beyond the
powers of the
company is
wholly void
and
inoperative in
law and is
therefore not
binding on the
company

The impact of
the doctrine of
ultra vires is
that a
company can
neither be
sued on an
ultra vires
transaction,
nor can it sue
onit

Doctrines

Doctrine of
Constructive
Notice

Memorandum
and articles of
association of
a company
when
registered with
Registrar of
Companies,
become public
documents,
and they are
available for
inspection to
any person, on
the payment
of a nominal
fees.

Whether a
person reads
the documents
or not, he is
not only
presumed to
have read the
documents but
also
understood
them in their
true
perspective

Doctrine of
Indoor
Management

The Doctrine
of Indoor
Management
is the
exception to

the doctrine of

constructive
notice.

This is the
doctrine of
indoor
management
popularly
known as

Turquand Rule.

Doctrine of
constructive
notice does in
no sense mean
that outsiders
are deemed to
have notice of
the internal
affairs of the
company

Exception to
Doctrine of
Indoor
Management

1. Actual or
constructive
knowledge of

irregularity

The rule does
not protect any
person when the
person dealing
with the
company has
notice, whether
actual or
constructive, of
the irregularity.

2. Suspicion of
Irregularity
The doctrine in
no way, rewards
those who
behave
negligently

3. Forgery
It cannot apply
to forgery which
must be
regarded as
nullity.

Ashbury Railway Carriage and Iron Company Limited v. Riche-(1875).

The facts of the case are:

The main objects of a company were:

- To carry on the business of mechanical engineers and general contractors.

The directors of the company entered into a contract with Riche, for financing the
construction of a railway line in Belgium, and the company further ratified this act of
the directors by passing a special resolution. The company however, repudiated the
contract as being ultra- vires. And Riche brought an action for damages for breach of
contract. His contention was that the contract was well within the meaning of the
word general contractors and hence within its powers. Moreover, it had been ratified
by a majority of shareholders.

Held :- However, it was held by the Court that the contract was null and void. It said
that the terms general contractors was associated with mechanical engineers, i.e. it
had to be read in connection with the company’s main business. If, the term general
contractor’s was not so interpreted, it would authorize the making of contracts of any
kind and every description, for example, marine and fire insurance.

FACTS of the Royal British Bank vs. Turquand

Mr. Turquand was the official manager (liquidator) of the insolvent Cameron’s
Coalbrook Steam, Coal and Swansea and Loughor Railway Company. It was
incorporated under the Joint Stock Companies Act, 1844. The company had given a
bond for £ 2,000 to the Royal British Bank, which secured the company’s drawings on
its current account. The bond was under the company’s seal, signed by two directors
and the secretary. When the company was sued, it alleged that under its registered
deed of settlement (the articles of association), directors only had power to borrow
up to an amount authorized by a company resolution. A resolution had been passed
but not specifying how much the directors could borrow.

Held, it was decided that the bond was valid, so the Royal British Bank could enforce
the terms. He said the bank was deemed to be aware that the directors could borrow
only up to the amount resolutions allowed. Articles of association were registered
with Companies House, so there was constructive notice. But the bank could not be
deemed to know which ordinary resolutions passed, because these were not
registrable. The bond was valid because there was no requirement to look into the
company'’s internal workings. This is the indoor management rule, that the company’s
indoor affairs are the company’s problem.
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Presentment for Acceptance (BOE)
Must be presented within reasonable time, in business hours on

BOE payable after sight -

In default of presentment No party liable there to

Directed to drawee at

particular place
Drawee not found after
reasonable search

Must be presented at such place
BOE is Dishonored

Time for Acceptance 48 Hours Excluding Public Holidays

Presentment of Promissory Note for Sight
Must be presented within reasonable time, in business hours on
a business day

P/N payable at a certain period
after sieght

In default of presentment No party liable there to

When Presentment is unnecessary

Maker, Drawee or acceptor prevents the payment

Payable at business place & that’s closed on business day during usual business hours
Payable at a specified place & liable party doesn’t attend place

Not payable at specified place & liable party not found after search

Liable party engaged to pay non-withstanding non-presentment

Liable party makes part payment

Liable party waives off his right to take advantage

If drawer could not suffer damage from want of such presentment

o = @ o= BN =

Rules as to Compensation (Section 117)

In case of Dishonor of NI, holder can claim:

1. Amount due upon NI

2. Expenses incurred in presenting, noting & protesting

3. Interest 18%p.a. from due date of payment to date of realization

Note :- when person charged and holder reside at different places, Current Range of exchange

Section 57
If the person makes indorsement but dies before delivery, the legal representative of deceased
person cannot negotiate the same by delivery of negotiable instrument

Rules regarding presentment for payment

To whom Maker (P/N), Acceptor (BOE), Drawee (Cheque)

If default in presentment No Party liable thereto

If P/N is payable on demand and is not payable at a specified

Exception .
place, no presentment is necessary

Time of presentment During usual business hours

If instrument payable after
date/sight
If instrument payable on
demand

Must be presented for payment at maturity
Must be presented for payment within reasonable time

P/N payable in instalments Presented on 3 day after date fixed for each instalment

Instrument payable at specified

olace Must be presented for payment at specified place

No exclusive place is specified Must be presented at Place of business or usual residence

Unknown place of business or
residence
Delay is presentment for acceptance or payment can be excused if the delay is caused by
circumstances beyond the control of holder

Presentment made to him in person wherever he can be forund

Dishonor of Cheque (Section 138 — 140)

Applicability — Where any cheque drawn by a person is returned by the bank unpaid,

either because of the—

amount of money standing to the credit of that account is insufficient to honor the cheque, or

that it exceeds the amount arranged to be paid from that account by an agreement made with that
bank,

Conditions —

(1) Cheque presented within a period of 3 months

(2) payee or the holder in due course makes the demand by written notice within 30 days
(3) Drawer fails to pay within 15 days of receipt of demand

(4) Cheque issued for discharge of any debt or other liability (gift, donations not covered)
Punishment - imprisonment up to 2 years or fine up to twice the amount of cheque or both.
Rebuttable Presumption — Holder received the cheque for discharge of debt or liability
Defence not Allowed — Drawer had no reason to believe that cheque may be dishonored on
presentment for reasons mentioned in section 138
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