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STATE OF NEW YORK

5901
2013- 2014 Regul ar Sessi ons
I N SENATE
June 20, 2013

Introduced by Sen. FARLEY -- read twice and ordered printed, and when
printed to be committed to the Conmttee on Rul es

AN ACT to anend the uniform conmercial code, in relation to nodernizing
cormmercial law in New York state; and to repeal certain provisions of
such code relating thereto

THE PEOPLE OF THE STATE OF NEW YORK, REPRESENTED | N SENATE AND ASSEM
BLY, DO ENACT AS FOLLOWE:

Section 1. Article 1 of the uniformcomrercial code is REPEALED and a

new article 1 is added to read as foll ows:
ARTI CLE 1
PART 1
GENERAL PROVI SI ONS

SECTI ON 1--101. SHORT TI TLES.

(A) TH'S ACT MAY BE CI TED AS THE UNI FORM COMVERCI AL CODE.

(B) TH'S ARTI CLE MAY BE CI TED AS UNI FORM COMVERCI AL CODE -- GENERAL
PROVI SI ONS.
SECTI ON 1--102. SCOPE OF ARTI CLE.

THIS ARTICLE APPLIES TO A TRANSACTION TO THE EXTENT THAT IT IS
GOVERNED BY ANOTHER ARTI CLE OF THI S ACT.
SECTI ON 1--103. CONSTRUCTI ON OF UNI FORM COVWERCI AL CODE TO PROMOTE I TS

PURPOCSES AND POLICIES; APPLI CABI LI TY OF SUPPLEMENTAL
PRI NCI PLES OF LAW

(A) TH'S ACT MUST BE LI BERALLY CONSTRUED AND APPLIED TO PROMOTE |ITS
UNDERLYI NG PURPCSES AND PQOLI CI ES, VWH CH ARE:

(1) TO SIMLIFY, CLARI FY, AND MODERNI ZE THE LAW GOVERNI NG COVIVERCI AL
TRANSACTI ONS;

(2) TO PERM T THE CONTI NUED EXPANSI ON OF COMVERCI AL PRACTI CES THROUGH
CUSTOM USAGE, AND AGREEMENT COF THE PARTI ES; AND

(3) TO MAKE UNI FORM THE LAW AMONG THE VARI QUS JURI SDI CTI ONS.

(B) UNLESS DI SPLACED BY THE PARTI CULAR PROVI SIONS OF THI S ACT, THE
PRI NCl PLES OF LAW AND EQUI TY, | NCLUDI NG THE LAW MERCHANT AND THE LAW

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
LBD11480-01- 3
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RELATI VE TO CAPACI TY TO CONTRACT, PRI NCI PAL AND AGENT, ESTOPPEL, FRAUD,
M SREPRESENTATI ON, DURESS, CCOERCION, M STAKE, BANKRUPTCY, AND OTHER
VALI DATI NG OR | NVALI DATI NG CAUSE SUPPLEMENT | TS PROVI SI ONS.

SECTI ON 1--104. CONSTRUCTI ON AGAI NST | MPLI ED REPEAL.

TH'S ACT BEING A GENERAL ACT | NTENDED AS A UNI FI ED COVERAGE OF I TS
SUBJECT MATTER, NO PART OF IT SHALL BE DEEMED TO BE | MPLI EDLY REPEALED
BY SUBSEQUENT LEAQ SLATION |F SUCH CONSTRUCTION CAN REASONABLY BE
AVO DED.

SECTI ON 1--105. SEVERABI LI TY.

I F ANY PROVI SION OR CLAUSE OF THHS ACT OR |ITS APPLICATION TO ANY
PERSON OR CI RCUMSTANCE | S HELD I NVALI D, THE I NVALI DI TY DCES NOT AFFECT
OTHER PROVI SI ONS OR APPLI CATIONS OF THI S ACT WH CH CAN BE G VEN EFFECT
WTHOUT THE |INVALID PROVISION OR APPLICATION, AND TO TH S END THE
PROVI SIONS OF THI' S ACT ARE SEVERABLE.

SECTI ON 1--106. USE OF SI NGULAR AND PLURAL; GENDER

IN TH'S ACT, UNLESS THE STATUTORY CONTEXT OTHERW SE REQUI RES:

(1) WORDS I N THE SI NGULAR NUMBER | NCLUDE THE PLURAL, AND THOSE IN THE
PLURAL | NCLUDE THE SI NGULAR, AND

(2) WORDS OF ANY GENDER ALSO REFER TO ANY OTHER GENDER.

SECTI ON 1--107. SECTI ON CAPTI ONS.

SECTION CAPTIONS ARE PART OF TH S ACT. THE SUBSECTI ON HEADI NGS | N
ARTI CLE NI NE ARE NOT PART OF THI S ACT FOR PURPOSES OF CONSTRUCTI ON.

SECTI ON 1--108. RELATION TO ELECTRONI C SI GNATURES | N GLOBAL AND NATI ONAL
COMVERCE ACT.

TH' S ARTI CLE MODI FIES, LIMTS, AND SUPERSEDES THE FEDERAL ELECTRONIC
SIGNATURES | N GLOBAL AND NATI ONAL COWMMERCE ACT, 15 U. S. C. SECTION 7001
ET SEQ , EXCEPT THAT NOTHING IN THI S ARTI CLE MODI FIES, LIMTS, OR SUPER-
SEDES SECTI ON 7001(C) OF THAT ACT OR AUTHORI ZES ELECTRONI C DELI VERY OF
ANY OF THE NOTI CES DESCRI BED I N SECTI ON 7003(B) OF THAT ACT.

PART 2
GENERAL DEFI NI TI ONS AND PRI NCI PLES OF | NTERPRETATI ON
SECTI ON 1--201. GENERAL DEFI NI TI ONS.

(A) UNLESS THE CONTEXT OTHERW SE REQUI RES, WORDS OR PHRASES DEFI NED | N
TH'S SECTION, OR I N THE ADDI TI ONAL DEFI NI TI ONS CONTAI NED I N OTHER ARTI -
CLES OF TH S ACT THAT APPLY TO PARTI CULAR ARTICLES OR PARTS THERECF,
HAVE THE MEANI NGS STATED.

(B) SUBJECT TO DEFIN TIONS CONTAINED IN OTHER ARTI CLES OF THI S ACT
THAT APPLY TO PARTI CULAR ARTI CLES OR PARTS THERECF:

(1) "ACTION', IN THE SENSE OF A JUDI Cl AL PROCEEDI NG | NCLUDES RECOUP-
MENT, COUNTERCLAIM SET-OFF, SU T IN EQU TY, AND ANY OTHER PROCEEDI NG I N
VWH CH RI GHTS ARE DETERM NED.

(2) "AGGRI EVED PARTY" MEANS A PARTY ENTI TLED TO PURSUE A REMEDY.

(3) "AGREEMENT", AS DI STI NGU SHED FROM " CONTRACT", MEANS THE BARGAI N
OF THE PARTIES IN FACT, AS FOUND IN THEIR LANGUAGE OR | NFERRED FROM
OTHER Cl RCUMSTANCES, | NCLUDI NG COURSE OF PERFORVANCE, COURSE OF DEALI NG
OR USACGE OF TRADE AS PROVI DED | N SECTI ON 1--303.

(4) "BANK" NMEANS A PERSON ENGAGED | N THE BUSI NESS COF BANKI NG AND
| NCLUDES A SAVI NGS BANK, SAVI NGS AND LOAN ASSCOCI ATI ON, CREDIT UNI ON, AND
TRUST COVPANY.

(5) "BEARER' MEANS A PERSON IN CONTROL OF A NEGOTI ABLE ELECTRONI C
DOCUMENT OF TI TLE OR A PERSON | N POSSESSI ON OF A NEGOTI ABLE | NSTRUMENT,
NEGOTI ABLE TANG BLE DOCUMENT OF TI TLE, OR CERTI FI CATED SECURI TY THAT IS
PAYABLE TO BEARER OR | NDORSED | N BLANK.

(6) "BILL OF LADING' MEANS A DOCUMENT OF TI TLE EVI DENCI NG THE RECEI PT
OF GOODS FOR SHI PMENT | SSUED BY A PERSON ENGAGED IN THE BUSINESS OF
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DI RECTLY OR | NDI RECTLY TRANSPORTI NG OR FORWARDI NG GOODS. THE TERM DCES
NOT | NCLUDE A WAREHOUSE RECEI PT.

(7) "BRANCH' | NCLUDES A SEPARATELY | NCORPORATED FOREI GN BRANCH CF A
BANK.

(8) "BURDEN OF ESTABLI SHI NG' A FACT MEANS THE BURDEN OF PERSUADI NG THE
TRIER OF FACT THAT THE EXI STENCE OF THE FACT IS MORE PROBABLE THAN ITS
NONEXI STENCE.

(9) "BUYER IN ORD NARY COURSE OF BUSI NESS' MEANS A PERSON THAT BUYS
GOCDS | N GOOD FAI TH, W THOUT KNOW.EDGE THAT THE SALE VI OLATES THE RI GHTS
OF ANOTHER PERSON IN THE GOODS, AND IN THE ORDI NARY COURSE FROM A
PERSON, OTHER THAN A PAWNBROKER, IN THE BUSI NESS OF SELLI NG GOODS OF
THAT KIND. A PERSON BUYS GOODS | N THE ORDI NARY COURSE | F THE SALE TO THE
PERSON COVPORTS W TH THE USUAL OR CUSTOVARY PRACTICES IN THE KIND OF
BUSINESS IN VWH CH THE SELLER IS ENGAGED OR W TH THE SELLER S OAN USUAL
OR CUSTOVARY PRACTI CES. A PERSON THAT SELLS AL, GAS, OR OTHER M NERALS
AT THE WELLHEAD OR M NEHEAD IS A PERSON | N THE BUSI NESS OF SELLI NG GOCDS
OF THAT KIND. A BUYER I N ORDI NARY COURSE OF BUSI NESS MAY BUY FOR CASH,
BY EXCHANGE OF OTHER PROPERTY, OR ON SECURED OR UNSECURED CREDI T, AND
MAY ACQUI RE GOCDS OR DOCUMENTS OF TI TLE UNDER A PREEXI STI NG CONTRACT FOR
SALE. ONLY A BUYER THAT TAKES POSSESSI ON OF THE GOODS OR HAS A RIGHT TO
RECOVER THE GOODS FROM THE SELLER UNDER ARTI CLE 2 MAY BE A BUYER IN
ORDI NARY COURSE OF BUSI NESS. "BUYER | N ORDI NARY COURSE OF BUSI NESS' DOES
NOT | NCLUDE A PERSON THAT ACQUI RES GOODS IN A TRANSFER |IN BULK OR AS
SECURI TY FOR OR I N TOTAL OR PARTI AL SATI SFACTI ON OF A MONEY DEBT.

(10) "CONSPICUOUS', WTH REFERENCE TO A TERM MEANS SO WRI TTEN,
DI SPLAYED, OR PRESENTED THAT A REASONABLE PERSON AGAINST VHHCH IT IS TO
OPERATE OQUGHT TO HAVE NOTICED | T. WHETHER A TERM I S " CONSPI CUQUS" OR NOT
IS A DECI SION FOR THE COURT. CONSPI CUOUS TERMS | NCLUDE THE FOLLOW NG

(A) A HEADING IN CAPITALS EQUAL TO OR GREATER IN SIZE THAN THE
SURRCOUNDI NG TEXT, OR [IN CONTRASTING TYPE, FONI, OR COLOR TO THE
SURRCOUNDI NG TEXT OF THE SAME OR LESSER SI ZE; AND

(B) LANGUAGE IN THE BODY OF A RECORD OR DI SPLAY I N LARGER TYPE THAN
THE SURROUNDI NG TEXT, OR I N CONTRASTI NG TYPE, FONT, OR COLOR TO THE
SURROUNDI NG TEXT OF THE SAME Sl ZE, OR SET OFF FROM SURROUNDI NG TEXT OF
THE SAME SI ZE BY SYMBOLS OR OTHER MARKS THAT CALL ATTENTION TO THE
LANGUAGE.

(11) "CONSUMER' MEANS AN |NDI VIDUAL WHO ENTERS | NTO A TRANSACTI ON
PRI MARI LY FOR PERSONAL, FAM LY, OR HOUSEHOLD PURPCSES.

(12) "CONTRACT", AS DI STI NGUI SHED FROM " AGREEMENT", MEANS THE TOTAL
LEGAL OBLI GATI ON THAT RESULTS FROM THE PARTI ES' AGREEMENT AS DETERM NED
BY THHS ACT AS SUPPLEMENTED BY ANY OTHER APPLI CABLE LAWS.

(13) "CREDI TOR' | NCLUDES A GENERAL CREDI TOR, A SECURED CRED TOR, A
LI EN CRED TOR, AND ANY REPRESENTATI VE OF CREDI TORS, | NCLUDI NG AN ASSI G
NEE FOR THE BENEFI T OF CREDI TORS, A TRUSTEE I N BANKRUPTCY, A RECEIVER IN
EQUI TY, AND AN EXECUTOR OR ADM NI STRATOR OF AN | NSOLVENT DEBTOR S OR
ASSI GNOR' S ESTATE.

(14) " DEFENDANT" | NCLUDES A PERSON I N THE POCSI TI ON OF DEFENDANT I N A
COUNTERCLAI M  CROSS-CLAIM  OR THI RD- PARTY CLAIM

(15) "DELIVERY", W TH RESPECT TO AN ELECTRONI C DOCUMENT CF TI TLE MEANS
VOLUNTARY TRANSFER OF CONTRCL AND W TH RESPECT TO AN | NSTRUMENT, A
TANG BLE DOCUMENT OF Tl TLE, OR CHATTEL PAPER, MEANS VCOLUNTARY TRANSFER
OF POSSESSI ON.

(16) "DOCUMENT OF TITLE" MEANS A RECORD (A) THAT I N THE REGULAR COURSE
OF BUSI NESS OR FI NANCI NG | S TREATED AS ADEQUATELY EVI DENCI NG THAT THE
PERSON | N POSSESSION OR CONTROL OF THE RECORD | S ENTI TLED TO RECEI VE,
CONTROL, HOLD, AND DI SPOSE OF THE RECORD AND THE GOODS THE RECORD COVERS
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AND (B) THAT PURPORTS TO BE | SSUED BY OR ADDRESSED TO A BAILEE AND TO
COVER GOODS |N THE BAILEE S POSSESSI ON WHI CH ARE El THER | DENTI FI ED OR
ARE FUNG BLE PORTI ONS OF AN | DENTI FI ED MASS. THE TERM | NCLUDES A BI LL OF
LADI NG TRANSPORT DOCUMENT, DOCK WARRANT, DOCK RECEIPT, WAREHOUSE
RECEI PT, AND ORDER FOR DELI VERY OF GOODS. AN ELECTRONIC DOCUMENT OF
TITLE MEANS A DOCUMENT OF TITLE EVI DENCED BY A RECORD CONSI STI NG OF
| NFORMATI ON STORED | N AN ELECTRONI C MEDI UM A TANG BLE DOCUMENT OF TI TLE
MEANS A DOCUMENT OF TI TLE EVI DENCED BY A RECORD CONSI STING OF | NFORMA-
TION THAT |'S | NSCRI BED ON A TANG BLE MEDI UM

(17) "FAULT" MEANS A DEFAULT, BREACH, OR WRONGFUL ACT OR OM SSI ON.

(18) "FUNG BLE GOODS' MEANS:

(A)) GOODS OF WHICH ANY UNIT, BY NATURE OR USAGE OF TRADE, |S THE
EQUI VALENT OF ANY OTHER LIKE UNIT; OR

(B) GOODS THAT BY AGREEMENT ARE TREATED AS EQUI VALENT.

(19) "GENUI NE' MEANS FREE OF FORGERY OR COUNTERFEI TI NG

(20) "GOOD FAI TH' MEANS HONESTY | N FACT.

(21) "HOLDER' MEANS:

(A)  THE PERSON | N POSSESSI ON OF A NEGOTI ABLE | NSTRUVENT THAT IS PAYA-
BLE EITHER TO BEARER OR TO AN | DENTI FI ED PERSON THAT |'S THE PERSON | N
POSSESSI O\, OR

(B) THE PERSON | N POSSESSI ON OF A NEGOTI ABLE TANG BLE DOCUMENT OF
TITLE IF THE GOODS ARE DEL| VERABLE EI THER TO BEARER OR TO THE ORDER OF
THE PERSON | N POSSESSI ON, OR

(C) THE PERSON IN CONTROL OF A NEGOTI ABLE ELECTRONIC DOCUMENT OF
TI TLE.

(22) "1 NSOLVENCY PROCEEDI NG' | NCLUDES AN ASSI GNMENT FOR THE BENEFI T OF
CREDI TORS OR OTHER PROCEEDI NG | NTENDED TO LI QUI DATE OR REHABI LI TATE THE
ESTATE OF THE PERSON | NVOLVED.

(23) "I NSOLVENT" MEANS:

(A) HAVI NG GENERALLY CEASED TO PAY DEBTS IN THE ORDINARY COURSE OF
BUSI NESS OTHER THAN AS A RESULT OF BONA FI DE DI SPUTE;

(B) BEI NG UNABLE TO PAY DEBTS AS THEY BECOME DUE; OR

(C) BEING | NSOLVENT W THI N THE MEANI NG OF FEDERAL BANKRUPTCY LAW

(24) "MONEY" MEANS A MEDIUM OF EXCHANGE CURRENTLY AUTHORI ZED OR
ADOPTED BY A DOMVESTI C OR FOREI GN GOVERNMVENT. THE TERM | NCLUDES A  MONE-
TARY UNI T OF ACCOUNT ESTABLI SHED BY AN | NTERGOVERNVENTAL ORGANI ZATI ON OR
BY AGREEMENT BETWEEN TWD OR MORE COUNTRI ES.

(25) "ORGANI ZATI ON' MEANS A PERSON OTHER THAN AN | NDI VI DUAL.

(26) "PARTY", AS DI STI NGU SHED FROM "THI RD PARTY", MEANS A PERSON THAT
HAS ENGAGED I N A TRANSACTI ON OR MADE AN AGREEMENT SUBJECT TO TH S ACT.

(27) "PERSON' MEANS AN [|NDIVIDUAL, CORPORATION, BUSINESS TRUST,
ESTATE, TRUST, PARTNERSH P, LIMTED LIABILITY COVWPANY, ASSOCI ATl ON,
JONT VENTURE, GOVERNMENT, GOVERNMENTAL SUBDI VI SI ON, AGENCY, OR | NSTRU-
MENTALI TY, PUBLI C CORPORATI ON, OR ANY OTHER LEGAL OR COMMERCI AL ENTI TY.

(28) "PRESENT VALUE'" MEANS THE AMOUNT AS OF A DATE CERTAIN OF ONE OR
MORE ~SUMS PAYABLE | N THE FUTURE, DI SCOUNTED TO THE DATE CERTAIN BY USE
OF ElI THER AN | NTEREST RATE SPECI FI ED BY THE PARTIES | F THAT RATE IS NOT
MANI FESTLY UNREASONABLE AT THE TI ME THE TRANSACTI ON | S ENTERED | NTO OR,
I F AN | NTEREST RATE |'S NOT SO SPECI FI ED, A COVMERCI ALLY REASONABLE RATE
THAT TAKES |INTO ACCOUNT THE FACTS AND Cl RCUMBTANCES AT THE TI ME THE
TRANSACTI ON | S ENTERED | NTO.

(29) "PURCHASE" MEANS TAKI NG BY SALE, LEASE, DI SCOUNT, NEGOTI ATI ON,
MORTGAGE, PLEDGE, LIEN, SECURITY | NTEREST, |SSUE OR REI SSUE, G FT, OR
ANY OTHER VOLUNTARY TRANSACTI ON CREATI NG AN | NTEREST | N PROPERTY.

(30) "PURCHASER' MEANS A PERSON THAT TAKES BY PURCHASE.
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(31) "RECORD' MEANS | NFORVATI ON THAT IS | NSCRI BED ON A TANG BLE MEDI UM
OR THAT IS STORED IN AN ELECTRONI C OR OTHER MEDI UM AND | S RETRI EVABLE | N
PERCEI VABLE FORM

(32) "REMEDY" MEANS ANY REMEDI AL RI GHT TO WHI CH AN AGGRI EVED PARTY | S
ENTI TLED WTH OR W THOUT RESORT TO A TRI BUNAL.

(33) "REPRESENTATI VE' MEANS A PERSON EMPOAERED TO ACT FOR ANOTHER,
I NCLUDI NG AN ACGENT, AN OFFI CER OF A CORPORATI ON OR ASSOCI ATI ON, AND A
TRUSTEE, EXECUTOR, OR ADM NI STRATOR OF AN ESTATE.

(34) "RIGHT" | NCLUDES REMEDY.

(35) "SECURITY | NTEREST" MEANS AN | NTEREST |IN PERSONAL PROPERTY OR
FI XTURES WHI CH SECURES PAYMENT OR PERFORVANCE OF AN OBLI GATI ON. " SECURI -
TY I NTEREST" | NCLUDES ANY [INTEREST OF A CONSIGNOR AND A BUYER OF
ACCOUNTS, CHATTEL PAPER, A PAYMENT | NTANG BLE, OR A PROM SSORY NOTE IN A
TRANSACTI ON THAT IS SUBJECT TO ARTI CLE 9. "SECURI TY | NTEREST" DCES NOT
I NCLUDE THE SPECI AL PROPERTY | NTEREST OF A BUYER OF GOCDS ON | DENTI FI CA-
TION OF THOSE GOODS TO A CONTRACT FOR SALE UNDER SECTI ON 2--401, BUT A
BUYER MAY ALSO ACQUI RE A "SECURI TY | NTEREST" BY COVPLYING WTH ARTICLE
9. EXCEPT AS OTHERW SE PROVI DED | N SECTI ON 2--505, THE RIGHT OF A SELLER
OR LESSOR OF GOODS UNDER ARTICLE 2 OR 2-A TO RETAIN OR ACQUI RE
PCOSSESSI ON OF THE GOODS IS NOT' A "SECURI TY | NTEREST", BUT A SELLER OR
LESSOR MAY ALSO ACQUI RE A "SECURI TY | NTEREST" BY COWMPLYI NG W TH ARTI CLE
9. THE RETENTI ON OR RESERVATI ON OF TI TLE BY A SELLER OF GOCDS NOTW TH-
STANDI NG SHI PMENT OR DELIVERY TO THE BUYER UNDER SECTION 2--401 IS
LIMTED I N EFFECT TO A RESERVATI ON OF A "SECURI TY | NTEREST." WHETHER A
TRANSACTION IN THE FORM OF A LEASE CREATES A "SECURI TY | NTEREST" | S
DETERM NED PURSUANT TO SECTI ON 1--203.

(36) "SEND' I N CONNECTION WTH A WRI TI NG RECORD, OR NOTI CE MEANS:

(A) TODEPCSIT IN THE MAIL OR DELI VER FOR TRANSM SSION BY ANY OTHER
USUAL MEANS OF COVMUNI CATION WTH POSTAGE OR COST OF TRANSM SS| ON
PROVI DED FOR AND PROPERLY ADDRESSED AND, I N THE CASE OF AN | NSTRUMENT,
TO AN ADDRESS SPECI FI ED THEREON OR OTHERW SE AGREED, OR | F THERE BE NONE
TO ANY ADDRESS REASONABLE UNDER THE Cl RCUMSTANCES; OR

(B) IN ANY OIHER WAY TO CAUSE TO BE RECEI VED ANY RECORD OR NOTI CE
WTH N THE TIME | T WOULD HAVE ARRI VED | F PROPERLY SENT.

(37) "SIGNED' | NCLUDES USI NG ANY SYMBCL EXECUTED OR ADOPTED W TH PRES-
ENT | NTENTI ON TO ADOPT OR ACCEPT A WRI TI NG

(38) "STATE' MEANS A STATE OF THE UNITED STATES, THE D STRICT OF
COLUMBI A, PUERTO RICO, THE UNI TED STATES VI RG N | SLANDS, OR ANY TERRI TO-
RY OR | NSULAR POSSESSION SUBJECT TO THE JURI SDI CTI ON OF THE UN TED
STATES.

(39) "SURETY" | NCLUDES A GUARANTOR OR OTHER SECONDARY OBLI GOR.

(40) "TERM' MEANS A PORTI ON OF AN AGREEMENT THAT RELATES TO A PARTI C
ULAR MATTER.

(41) "UNAUTHORI ZED SI GNATURE" MEANS A SI GNATURE MADE W THOUT ACTUAL,
| MPLI ED, OR APPARENT AUTHORI TY. THE TERM | NCLUDES A FORCERY.

(42) "WAREHOUSE RECEI PT" MEANS A DOCUMENT OF TI TLE | SSUED BY A PERSON
ENGAGED | N THE BUSI NESS OF STORI NG GOODS FOR HI RE.

(43) "WRITING' |INCLUDES PRINTING TYPEWRI TING OR ANY OTHER | NTEN-
TI ONAL REDUCTI ON TO TANG BLE FORM  "WRI TTEN' HAS A CORRESPONDI NG MEAN-
I NG
SECTI ON 1--202. NOTI CE; KNOWLEDGE.

(A) SUBJECT TO SUBSECTION (F), A PERSON HAS "NOTI CE" OF A FACT IF THE
PERSON:

(1) HAS ACTUAL KNOW.EDGE CF IT,;

(2) HAS RECEI VED A NOTICE OR NOTIFI CATION OF IT; OR
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(3) FROM ALL THE FACTS AND Cl RCUMSTANCES KNOWN TO THE PERSON AT THE
TIME I N QUESTI ON, HAS REASON TO KNOW THAT | T EXI STS.

(B) "KNOALEDGE" MEANS ACTUAL KNOALEDGE. "KNOAS' HAS A CORRESPONDI NG
MVEANI NG

(© "DI SCOVER', "LEARN', OR WORDS CF SIM LAR | MPORT REFER TO KNOW.EDGE
RATHER THAN TO REASON TO KNOW

(D) A PERSON "NOTI FI ES" OR "Ad VES" A NOTI CE OR NOTI FI CATI ON TO ANOTHER
PERSON BY TAKI NG SUCH STEPS AS MAY BE REASONABLY REQUI RED TO | NFORM THE
OTHER PERSON | N ORDI NARY COURSE, VWHETHER OR NOT THE OTHER PERSON ACTUAL-
LY COVES TO KNOW OF I T.

(E) SUBJECT TO SUBSECTION (F), A PERSON "RECEI VES" A NOTI CE OR NOTI FI -
CATI ON VWHEN:

(1) I'T COMES TO THAT PERSON S ATTENTI ON, OR

(2) 1T 1S DULY DELI VERED I N A FORM REASONABLE UNDER THE ClI RCUMSTANCES
AT THE PLACE OF BUSI NESS THROUGH WVWHICH THE CONTRACT WAS MADE OR AT
ANOTHER LOCATION HELD OJT BY THAT PERSON AS THE PLACE FOR RECEI PT OF
SUCH COMMUNI CATI ONS.

(F) NOTI CE, KNOALEDGE, OR A NOTICE OR NOTIFI CATION RECEIVED BY AN
ORGANI ZATI ON | S EFFECTI VE FOR A PARTI CULAR TRANSACTI ON FROM THE TIME | T
'S BROUGHT TO THE ATTENTI ON OF THE | NDI VI DUAL CONDUCTI NG THAT TRANS-
ACTION AND, |IN ANY EVENT, FROM THE TIME I T WOULD HAVE BEEN BROUGHT TO
THE | NDI VI DUAL' S ATTENTI ON | F THE ORGANI ZATI ON HAD EXERCI SED DUE Dl LI -
GENCE. AN ORGANI ZATI ON EXERCI SES DUE DI LI GENCE I F | T MAI NTAI NS REASON-
ABLE ROUTI NES FOR COVMUNI CATI NG SI GNI FI CANT | NFORMATION TO THE PERSON
CONDUCTI NG THE TRANSACTI ON AND THERE | S REASONABLE COWPLI ANCE W TH THE
ROUTI NES. DUE DI LI GENCE DCES NOT REQUI RE AN | NDI VI DUAL  ACTING FOR THE
ORGANI ZATI ON TO COMMUNI CATE | NFORMATI ON UNLESS THE COMMUNI CATI ON | S PART
OF THE I NDI VI DUAL' S REGULAR DUTI ES OR THE | NDI VI DUAL HAS REASON TO KNOW
OF THE TRANSACTI ON AND THAT THE TRANSACTI ON WOULD BE MATERI ALLY AFFECTED
BY THE | NFORMATI ON.

SECTI ON 1--203. LEASE DI STI NGUJI SHED FROM SECURI TY | NTEREST.

(A) WHETHER A TRANSACTION IN THE FORM OF A LEASE CREATES A LEASE OR
SECURI TY | NTEREST IS DETERM NED BY THE FACTS OF EACH CASE.

(B) A TRANSACTION IN THE FORM OF A LEASE CREATES A SECURI TY | NTEREST
| F THE CONSI DERATI ON THAT THE LESSEE IS TO PAY THE LESSOR FOR THE RI GHT
TO POSSESSI ON AND USE OF THE GOODS IS AN OBLI GATI ON FOR THE TERM OF THE
LEASE AND IS NOT SUBJECT TO TERM NATI ON BY THE LESSEE, AND:

(1) THE ORIG NAL TERM OF THE LEASE IS EQUAL TO OR GREATER THAN THE
REMAI NI NG ECONOM C LI FE OF THE GOODS;

(2) THE LESSEE |'S BOUND TO RENEW THE LEASE FOR THE REMAI NI NG ECONOM C
LIFE OF THE GOCDS OR |'S BOUND TO BECOVE THE OMNER OF THE GOODS;

(3) THE LESSEE HAS AN OPTION TO RENEW THE LEASE FOR THE REMAI NI NG
ECONOM C LI FE OF THE GOODS FOR NO ADDI TI ONAL CONSI DERATI ON OR FOR NOM -
NAL ADDI TI ONAL CONSI DERATI ON UPON COVPLI ANCE W TH THE LEASE AGREEMENT,;
OR

(4) THE LESSEE HAS AN OPTI ON TO BECOVE THE OMNER OF THE GOODS FOR NO
ADDI TI ONAL CONSI DERATI ON OR FOR NOM NAL ADDI TI ONAL CONSI DERATI ON  UPON
COVPLI ANCE W TH THE LEASE AGREEMENT.

(© A TRANSACTION |IN THE FORM OF A LEASE DOES NOT CREATE A SECURI TY
| NTEREST MERELY BECAUSE:

(1) THE PRESENT VALUE OF THE CONSI DERATI ON THE LESSEE IS OBLI GATED TO
PAY THE LESSOR FOR THE RIGHT TO POSSESSI ON AND USE OF THE GOODS | S
SUBSTANTI ALLY EQUAL TO OR | S GREATER THAN THE FAI R MARKET VALUE OF THE
GOCDS AT THE TI ME THE LEASE | S ENTERED | NTQ,

(2) THE LESSEE ASSUMES RI SK OF LOSS OF THE GOODS;
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(3) THE LESSEE AGREES TO PAY, W TH RESPECT TO THE GOODS, TAXES, | NSUR-
ANCE, FILING RECORDI NG OR REQ STRATI ON FEES, OR SERVI CE OR MAI NTENANCE
COSTS;

(4) THE LESSEE HAS AN OPTI ON TO RENEW THE LEASE OR TO BECOVE THE OMNER
OF THE GOODS;

(5) THE LESSEE HAS AN OPTI ON TO RENEW THE LEASE FOR A FI XED RENT THAT
IS EQUAL TO OR GREATER THAN THE REASONABLY PREDI CTABLE FAI R MARKET RENT
FOR THE USE OF THE GOCDS FOR THE TERM OF THE RENEWAL AT THE TI ME THE
OPTION I S TO BE PERFORMED; OR

(6) THE LESSEE HAS AN OPTI ON TO BECOVE THE OMNER OF THE GOODS FOR A
FIXED PRICE THAT IS EQUAL TO OR GREATER THAN THE REASONABLY PREDI CTABLE
FAIR MARKET VALUE OF THE GOODS AT THE TIME THE OPTION IS TO BE
PERFORNMVED.

(D) ADDI TIONAL CONSIDERATION IS NOMNAL IF IT IS LESS THAN THE
LESSEE' S REASONABLY PREDI CTABLE COST OF PERFORM NG UNDER THE LEASE
AGREEMENT | F THE OPTION IS NOTI' EXERClI SED.  ADDI TI ONAL CONS| DERATION | S
NOT' NOM NAL | F:

(1) WHEN THE OPTI ON TO RENEW THE LEASE | S GRANTED TO THE LESSEE, THE
RENT 1S STATED TO BE THE FAIR MARKET RENT FOR THE USE OF THE GOODS FOR
THE TERM OF THE RENEWAL DETERM NED AT THE TIME THE OPTION IS TO BE
PERFORMED; OR

(2) WHEN THE OPTI ON TO BECOVE THE OAWNER OF THE GOODS |'S GRANTED TO THE
LESSEE, THE PRICE 1S STATED TO BE THE FAI R MARKET VALUE OF THE GOCDS
DETERM NED AT THE TIME THE OPTION | S TO BE PERFORVED.

(E) THE "REMAINING ECONOM C LIFE OF THE GGOODS' AND "REASONABLY
PREDI CTABLE" FAI R MARKET RENT, FAI R MARKET VALUE, OR COST OF PERFORM NG
UNDER THE LEASE AGREEMENT MUST BE DETERM NED W TH REFERENCE TO THE FACTS
AND Cl RCUMSTANCES AT THE TI ME THE TRANSACTI ON IS ENTERED | NTO.

SECTI ON 1--204. VALUE.

EXCEPT AS OTHERW SE PROVI DED | N ARTI CLES 3, 4, AND 5, A PERSON d VES
VALUE FOR RIGHTS I F THE PERSON ACQUI RES THEM

(A) IN RETURN FOR A BINDING COW TMENT TO EXTEND CREDI T OR FOR THE
EXTENSI ON OF | MVEDI ATELY AVAI LABLE CREDI T, WHETHER OR NOT DRAWN UPON AND
WHETHER OR NOT A CHARGE-BACK | S PROVI DED FOR I N THE EVENT OF DI FFI CUL-
TIES | N COLLECTI ON,

(B) AS SECURITY FOR, OR IN TOTAL OR PARTI AL SATI SFACTI ON OF, A PREEX-
| STI NG CLAI M

(© BY ACCEPTI NG DELI VERY UNDER A PREEXI STI NG CONTRACT FOR PURCHASE;

(D) IN RETURN FOR ANY CONSI DERATI ON SUFFI Cl ENT TO SUPPORT A SI MPLE
CONTRACT.

SECTI ON 1--205. REASONABLE TI ME; SEASONABLENESS.

(A) WHETHER A TIME FOR TAKING AN ACTION REQURED BY THIS ACT IS
REASONABLE DEPENDS ON THE NATURE, PURPGSE, AND Cl RCUMSTANCES OF THE
ACTI ON.

(B) AN ACTION | S TAKEN SEASONABLY IF I T IS TAKEN AT OR WTH N THE TI ME
AGREED OR, |F NO TIME | S AGREED, AT OR WTHI N A REASONABLE TI ME.

SECTI ON 1--206. PRESUVPTI ONS.

WHENEVER THI S ACT CREATES A "PRESUMPTI ON' W TH RESPECT TO A FACT, OR
PROVIDES THAT A FACT |IS "PRESUMED, " THE TRI ER OF FACT MJUST FIND THE
EXI STENCE OF THE FACT UNLESS AND UNTIL EVIDENCE 1S |NTRODUCED THAT
SUPPCORTS A FI NDI NG OF | TS NONEXI STENCE.

PART 3
TERRI TORI AL APPLI CABI LI TY AND GENERAL RULES
SECTI ON 1--301. TERRI TORIAL APPLICABILITY; PARTIES PONER TO CHOOSE
APPLI CABLE LAW
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(A) EXCEPT AS OTHERW SE PROVIDED IN THI' S SECTION, WHEN A TRANSACTI ON
BEARS A REASONABLE RELATI ON TO TH S STATE AND ALSO TO ANOTHER STATE OR
NATI ON, THE PARTI ES MAY AGREE THAT THE LAWEITHER OF TH'S STATE OR OF
SUCH OTHER STATE OR NATI ON SHALL GOVERN THEI R RI GHTS AND DUTI ES

(B) IN THE ABSENCE OF AN AGREEMENT EFFECTI VE UNDER SUBSECTI ON (A), AND
EXCEPT AS PROVI DED | N SUBSECTI ON (C), TH' S ACT APPLIES TO TRANSACTI ONS
BEARI NG AN APPROPRI ATE RELATI ON TO TH' S STATE

(C) IF ONE OF THE FOLLONNG PROVISIONS OF THIS ACT SPECIFIES THE
APPLI CABLE LAW THAT PROVISION GOVERNS AND A CONTRARY AGREEMENT IS
EFFECTI VE ONLY TO THE EXTENT PERM TTED BY THE LAW SO SPECI FI ED

(1) SECTI ON 2- - 402;

(2) SECTI ONS 2- A-- 105 AND 2- A- - 106;

(3) SECTI ON 4--102;

(4) SECTI ON 4- A--507;

(5) SECTI ON 5- - 116;

(6) SECTI ON 8--110; AND

(7) SECTI ONS 9--301 THROUGH 9- - 307.
SECTI ON 1--302. VARI ATI ON BY AGREEMENT.

(A) EXCEPT AS OTHERW SE PROVIDED I N SUBSECTION (B) OR ELSEWHERE |IN
TH'S ACT, THE EFFECT OF PROVISIONS OF THI S ACT MAY BE VARI ED BY AGREE-
IVENT.

(B) THE OBLI GATI ONS OF GOOD FAI TH, DI LI GENCE, REASONABLENESS, AND CARE
PRESCRI BED BY THI S ACT MAY NOT BE DI SCLAI MED BY AGREEMENT. THE PARTI ES,
BY AGREEMENT, MAY DETERM NE THE STANDARDS BY WHI CH THE PERFORMANCE OF
THOSE OBLI GATIONS |'S TO BE MEASURED | F THOSE STANDARDS ARE NOT NMANI FEST-
LY UNREASONABLE. WHENEVER TH S ACT REQUI RES AN ACTI ON TO BE TAKEN W TH-
IN A REASONABLE TI ME, A TIME THAT IS NOT MANI FESTLY UNREASONABLE MAY BE
FI XED BY AGREEMENT.

(© THE PRESENCE IN CERTAIN PROVISIONS OF THI S ACT OF THE PHRASE
"UNLESS OTHERW SE AGREED', OR WORDS OF SIM LAR | MPORT, DCES NOT' | MPLY
THAT THE EFFECT OF OTHER PROVI SI ONS MAY NOT BE VARI ED BY AGREEMENT UNDER
TH S SECTI ON.

SECTI ON 1--303. COURSE OF PERFORMANCE, COURSE OF DEALI NG AND USAGE OF
TRADE.

(A) A "COURSE OF PERFORMANCE" IS A SEQUENCE OF CONDUCT BETWEEN THE
PARTI ES TO A PARTI CULAR TRANSACTI ON THAT EXI STS | F:

(1) THE AGREEMENT COF THE PARTIES W TH RESPECT TO THE TRANSACTI ON
I NVOLVES REPEATED OCCASI ONS FOR PERFORVANCE BY A PARTY; AND

(2) THE OTHER PARTY, W TH KNOALEDGE OF THE NATURE OF THE PERFORMANCE
AND OPPORTUNITY FOR OBJECTION TO |IT, ACCEPTS THE PERFORMANCE OR
ACQUI ESCES TO I T W THOUT OBJECTI ON.

(B) A "COURSE OF DEALING' IS A SEQUENCE OF CONDUCT CONCERNI NG PREVI QUS
TRANSACTI ONS BETWEEN THE PARTIES TO A PARTI CULAR TRANSACTION THAT IS
FAIRLY TO BE REGARDED AS ESTABLI SHI NG A COMMON BASI S OF UNDERSTANDI NG
FOR | NTERPRETI NG THEI R EXPRESSI ONS AND OTHER CONDUCT.

(© A "USAGE OF TRADE" IS ANY PRACTICE OR METHOD OF DEALING HAVING
SUCH REGULARITY OF OBSERVANCE IN A PLACE, VOCATION, OR TRADE AS TO
JUSTI FY AN EXPECTATION THAT IT WLL BE OBSERVED WTH RESPECT TO THE
TRANSACTI ON I N QUESTI ON. THE EXI STENCE AND SCOPE OF SUCH A USAGE MUST BE
PROVED AS FACTS. IF I T IS ESTABLI SHED THAT SUCH A USAGE IS EMBODIED IN A
TRADE CODE OR SIMLAR RECORD, THE | NTERPRETATION OF THE RECORD | S A
QUESTI ON OF LAW

(D) A COURSE OF PERFORMANCE OR COURSE OF DEALI NG BETWEEN THE PARTIES
OR USAGE OF TRADE | N THE VOCATI ON OR TRADE I N WHI CH THEY ARE ENGAGED OR
OF WH CH THEY ARE OR SHOULD BE AWARE |S RELEVANT [IN ASCERTAINING THE
MEANING OF THE PARTIES  AGREEMENT, MAY G VE PARTI CULAR MEANI NG TO
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SPECI FI C TERVM5 OF THE AGREEMENT, AND MAY SUPPLEMENT OR QUALI FY THE TERMS
OF THE AGREEMENT. A USAGE OF TRADE APPL|I CABLE I N THE PLACE | N WH CH PART
OF THE PERFORMANCE UNDER THE AGREEMENT |S TO OCCUR MAY BE SO UTI LI ZED AS
TO THAT PART OF THE PERFORVANCE.

(E) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON (F), THE EXPRESS TERMS
OF AN AGREEMENT AND ANY APPLI CABLE COURSE OF PERFORVANCE, COURSE OF
DEALING OR USAGE OF TRADE MJST BE CONSTRUED WHENEVER REASONABLE AS
CONS| STENT WTH EACH OTHER | F SUCH A CONSTRUCTI ON | S UNREASONABLE:

(1) EXPRESS TERMS PREVAI L OVER COURSE OF PERFORVMANCE, COURSE OF DEAL-
I NG AND USAGE OF TRADE;

(2) COURSE OF PERFORMANCE PREVAILS OVER COURSE OF DEALI NG AND USAGE OF
TRADE; AND

(3) COURSE OF DEALI NG PREVAI LS OVER USAGE OF TRADE.

(F) SUBJECT TO SECTION 2--209, A COURSE OF PERFORVMANCE | S RELEVANT TO
SHOW A WAI VER OR MODI FI CATI ON OF ANY TERM | NCONSI STENT WTH THE COURSE
OF PERFORMANCE.

(G EVIDENCE OF A RELEVANT USAGE OF TRADE COFFERED BY ONE PARTY | S NOT
ADM SSI BLE UNLESS THAT PARTY HAS @ VEN THE OTHER PARTY NOTI CE THAT THE
COURT FI NDS SUFFI CI ENT TO PREVENT UNFAI R SURPRI SE TO THE OTHER PARTY.
SECTI ON 1--304. OBLI GATION OF GOOD FAI TH.

EVERY CONTRACT OR DUTY WTH N THI' S ACT | MPOSES AN OBLI GATI ON OF GOOD
FAITH IN | TS PERFORMANCE AND ENFORCEMENT.

SECTI ON 1--305. REMEDI ES TO BE LI BERALLY ADM NI STERED.

(A) THE REMEDI ES PROVI DED BY THI S ACT MUST BE LI BERALLY ADM NI STERED
TO THE END THAT THE AGGRI EVED PARTY MAY BE PUT |N AS GOOD A PCSI TI ON AS
| F THE OTHER PARTY HAD FULLY PERFORMED BUT NEI THER CONSEQUENTI AL OR
SPECI AL DAMAGES NOR PENAL DAMAGES WNAY BE HAD EXCEPT AS SPECI FI CALLY
PROVIDED IN THI S ACT OR BY OTHER RULE OF LAW

(B) ANY RI GHT OR OBLI GATI ON DECLARED BY THIS ACT 1S ENFORCEABLE BY
ACTION UNLESS THE PROVISION DECLARING |IT SPECIFIES A D FFERENT AND
LI M TED EFFECT.

SECTI ON 1--306. WAI VER OR RENUNCI ATI ON OF CLAIM OR RI GHT AFTER BREACH.

A CLAIM OR RI GHT ARI SI NG QUT OF AN ALLEGED BREACH MAY BE DI SCHARGED I N
VWHOLE OR I N PART W THOUT CONSI DERATI ON BY AGREEMENT OF THE AGGRI EVED
PARTY I N AN AUTHENTI CATED RECORD.

SECTI ON 1--307. PRI MA FACI E EVI DENCE BY THI RD- PARTY DOCUMENTS.

A DOCUMENT [IN DUE FORM PURPORTI NG TO BE A BILL OF LADI NG POLICY OR
CERTI FI CATE OF | NSURANCE, OFFI CI AL VEEI GHER' S OR | NSPECTOR S CERTI FI CATE,
CONSULAR I NVO CE, OR ANY OTHER DOCUMENT AUTHORI ZED OR REQUI RED BY THE
CONTRACT TO BE |1SSUED BY A TH RD PARTY IS PRIMA FACIE EVIDENCE OF I TS
OMN AUTHENTI CI TY AND GENUI NENESS AND OF THE FACTS STATED I N THE DOCUMENT
BY THE TH RD PARTY.

SECTI ON 1--308. PERFORMANCE OR ACCEPTANCE UNDER RESERVATI ON OF RI GHTS.

(A) A PARTY THAT WTH EXPLI CI T RESERVATI ON OF RI GHTS PERFORMS OR PROM
| SES PERFORMANCE OR ASSENTS TO PERFORVANCE IN A NMANNER DEMANDED OR
OFFERED BY THE OIHER PARTY DOES NOI' THEREBY PREJUDI CE THE RI GHTS
RESERVED. SUCH WORDS AS "W THOUT PREJUDI CE," "UNDER PROTEST," OR THE
LI KE ARE SUFFI ClI ENT.

(B) SUBSECTI ON (A) DOES NOT APPLY TO AN ACCORD AND SATI SFACTI ON.

SECTI ON 1--309. OPTI ON TO ACCELERATE AT WLL.

A  TERM PROVI DI NG THAT ONE PARTY OR THAT PARTY'S SUCCESSOR | N | NTEREST
MAY ACCELERATE PAYMENT OR PERFORMANCE OR REQUI RE COLLATERAL OR ADDI -
TI ONAL  COLLATERAL "AT WLL" OR WHEN THE PARTY "DEEMS | TSELF | NSECURE, "
OR WORDS OF SIM LAR | MPORT, MEANS THAT THE PARTY HAS PONER TO DO SO ONLY
| F THAT PARTY I N GOOD FAI TH BELI EVES THAT THE PROSPECT OF PAYMENT OR



Co~NOoOUIT~hWNE

S. 5901 10

PERFORVANCE |S | MPAI RED. THE BURDEN OF ESTABLI SHI NG LACK OF GOOD FAI TH
IS ON THE PARTY AGAI NST WHI CH THE POWER HAS BEEN EXERCI SED
SECTI ON 1--310. SUBORDI NATED OBLI GATI ONS.

AN OBLI GATI ON MAY BE | SSUED AS SUBCRDI NATED TO PERFORVMANCE OF ANOTHER
OBLI GATI ON OF THE PERSON OBLI GATED, OR A CREDI TOR MAY SUBORDI NATE ITS
RIGHT TO PERFORMANCE OF AN OBLIGATION BY AGREEMENT W TH ElI THER THE
PERSON OBLI GATED OR ANOTHER CREDI TOR OF THE PERSON OBLI GATED. SUBORDI -
NATI ON DCES NOT CREATE A SECURI TY | NTEREST AS AGAI NST ElI THER THE COMMVON
DEBTOR OR A SUBORDI NATED CREDI TOR

S 2. Subsection 3 of section 2--103 of the uniformcomercial code, as
anended by chapter 84 of the laws of 2001, is anended to read as
fol | ows:

(3) The following definitions in other Articles apply to this Article:

" Check". Section 3--104.
" Consi gnee". Section 7--102.
" Consi gnor". Section 7--102.
"Consumer goods". Section 9--102.
" CONTROL" . SECTI ON 7- - 106.
" Di shonor ™. Section 3--507.
“"Draft"”. Section 3--104.

S 3. Subsection 2 of section 2--104 of the uniformcomercial code is
amended to read as foll ows:

(2) "Financing agency" nmeans a bank, finance conpany or other person
who in the ordinary course of business nakes advances agai nst goods or
docunents of title or who by arrangenent with either the seller or the
buyer intervenes in ordinary course to nake or collect paynment due or
cl ai med under the contract for sale, as by purchasing or paying the
seller's draft or nmaki ng advances against it or by nerely taking it for
col | ecti on whet her or not docunents of title acconpany OR ARE ASSQOCI ATED
WTH the draft. "Financing agency" includes also a bank or other person
who simlarly intervenes between persons who are in the position of
sell er and buyer in respect to the goods (Section 2--707).

S 4. Section 2--202 of the uniformcomercial code is anmended to read
as foll ows:

Section 2--202. Final Witten Expression: Parol or Extrinsic Evidence.

Terns with respect to which the confirmatory nenoranda of the parties
agree or which are otherwise set forth in a witing intended by the
parties as a final expression of their agreenent with respect to such
ternms as are included therein nay not be contradicted by evidence of any
prior agreenment or of a contenporaneous oral agreenent but nay be
expl ai ned or suppl enent ed

(a) by COURSE OF PERFORMANCE, course of dealing, or usage of trade
(Section [1--205] 1--303) [or by course of perfornmance (Section
2--208)]; and

(b) by evidence of consistent additional terns unless the court finds
the witing to have been intended also as a conplete and exclusive
statenment of the terns of the agreenent.

S 5. Subsection (c) of section 2--310 of the uniform comrercial code
is amended to read as foll ows:

(c) if delivery 1is authorized and made by way of docunents of title
ot herwi se than by subsection (b) then paynment is due REGARDLESS OF WHERE
THE GOODS ARE TO BE RECEI VED (1) at the time and place at which the
buyer is to receive DELIVERY OF the TANG BLE docunents [regardl ess of
where the goods are to be received] OR (I1) AT THE TIME THE BUYER IS TO
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RECElI VE DELI VERY OF THE ELECTRONI C DOCUMENTS AND AT THE SELLER S PLACE
OF BUSINESS OR | F NONE, THE SELLER S RESI DENCE; and

S 6. The opening paragraph of subsection 2 of section 2-323 of the
uni form comerci al code is anended to read as foll ows:

Where in a case within subsection (1) a TANGBLE bill of |l|ading has
been issued in a set of parts, unless otherwi se agreed if the docunents
are not to be sent from abroad the buyer may denmand tender of the ful
set; otherwise only one part of the bill of |ading need be tendered.
Even if the agreenent expressly requires a full set:

S 7. Subsection 3 of section 2--401 of the uniformcomrercial code is
amended to read as foll ows:

(3) Unless otherwise explicitly agreed where delivery is to be nade
wi t hout noving the goods,

(a) if the seller is to deliver a TANG BLE docunent of title,
title passes at the tinme when and the place where he delivers
such docunents AND I F THE SELLER IS TO DELI VER AN ELECTRONI C
DOCUMENT OF TI TLE, TITLE PASSES WHEN THE SELLER DELI VERS THE
DOCUMENT; or

(b) if the goods are at the time of contracting already identi-
fied and no docunents OF TITLE are to be delivered, title
passes at the tine and place of contracting.

S 8. Paragraph (b) of subsection 4 of section 2--503 of the uniform
conmerci al code is anended to read as foll ows:

(b) tender to the buyer of a non-negotiable docunent of title or
of a [witten direction to] RECORD DI RECTING the bailee to
deliver is sufficient tender wunless the buyer seasonably
objects, and EXCEPT AS OITHERWSE PROVIDED IN ARTICLE 9
recei pt by the bailee of notification of the buyer's rights
fixes those rights as against the bailee and all third
persons; but risk of |loss of the goods and of any failure by
the bailee to honor the non-negotiable docunent of title or
to obey the direction remains on the seller until the buyer
has had a reasonable tine to present the docunent or direc-
tion, and a refusal by the bailee to honor the docunment or to
obey the direction defeats the tender.

S 9. Paragraph (b) of subsection 5 of section 2--503 of the uniform
conmerci al code is anended to read as foll ows:

(b) tender through customary banking channels is sufficient and
di shonor of a draft acconpanyi ng OR ASSCCI ATED W TH t he docu-
ments constitutes non-acceptance or rejection.

S 10. Section 2--505 of the uniformconmercial code is anended to
read as foll ows:

Section 2--505. Seller's Shipnent Under Reservation.
(1) Where the seller has identified goods to the contract by or before

shi pnent :
(a) his procurenment of a negotiable bill of lading to his own
order or otherwi se reserves in hima security interest in the
goods. Hi s procurenent of the bill to the order of a financ-

ing agency or of the buyer indicates in addition only the
seller's expectation of transferring that interest to the
per son naned.

(b) a non-negotiable bill of lading to hinmself or his nom nee
reserves possession of the goods as security but except in a
case of conditional delivery (subsection (2) of Section
2--507) a non-negotiable bill of lading nam ng the buyer as



Co~NOoOUIT~hWNE

S. 5901 12

consi gnee reserves no security interest even though the sell-
er retains possession OR CONTROL of the bill of Iading.

(2) Wien shipnment by the seller with reservation of a security inter-
est is in violation of the contract for sale it constitutes an i nproper
contract for transportation wthin the preceding section but inpairs
neither the rights given to the buyer by shipnent and identification of
the goods to the contract nor the seller's powers as a hol der of a nego-
tiabl e docunment OF TITLE.

S 11. Subsection 2 of section 2--506 of the uniformcomercial code is
amended to read as foll ows:

(2) The right to reinbursenment of a financing agency which has in good
faith honored or purchased the draft under conmtnent to or authority
fromthe buyer is not inpaired by subsequent discovery of defects wth
reference to any relevant docunent which was apparently regular [on its
face].

S 12. Subsection 2 of section 2--509 of the uniformcomercial code is
amended to read as foll ows:

(2) Where the goods are held by a bailee to be delivered w thout being
noved, the risk of |oss passes to the buyer

(a) on his receipt of POSSESSI ON OR CONTRCOL OF a negoti abl e docu-
ment of title covering the goods; or

(b) on acknow edgnent by the bailee of the buyer's right to
possessi on of the goods; or

(c) after his receipt of POSSESSI ON OR CONTROL OF a non-negoti a-
bl e docunment of title or other [witten] direction to deliver
IN A RECORD, as provided in subsection (4) (b) of Section
2--503.

S 13. Subsection 2 of section 2--605 of the uniformcomercial code is
amended to read as foll ows:

(2) Paynment against docunents made W thout reservation of rights
precl udes recovery of the paynent for defects apparent [on the face of]
I N the docunents.

S 14. Subsection 2 of section 2--705 of the uniformcomercial code is
amended to read as foll ows:

(2) As against such buyer the seller nmay stop delivery until

a) receipt of the goods by the buyer; or

(b) acknow edgnent to the buyer by any bail ee of the goods except
a carrier that the bailee holds the goods for the buyer; or

(c) such acknow edgnment to the buyer by a carrier by reshipnment
or as [warehousenan] A WAREHOUSE; or

(d) negotiation to the buyer of any negotiabl e docunent of title
covering the goods.

S 15. Paragraph (c) of subsection 3 of section 2--705 of the uniform
conmerci al code is anended to read as foll ows:

(c) If a negotiable docunent of title has been issued for goods the
bailee is not obliged to obey a notification to stop until surrender
OF POSSESSI ON OR CONTROL of the docunent.

S 16. Paragraphs (a) and (o) of subsection 1 of section 2-A--103 of
the uniform comercial code, as added by chapter 114 of the |laws of
1994, are anended to read as foll ows:

(a) "Buyer in ordinary course of business" neans a person who in
good faith and w thout know edge that the sale to him [or
her] is in wviolation of the ownership rights or security
interest or leasehold interest of a third party in the goods,
buys in ordinary course froma person in the business of
selling goods of that kind but does not include a pawnbroker.
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"Buyi ng®" may be for cash or by exchange of other property or
on secured or unsecured credit and includes [receiving]
ACQUI RING goods or docunents of title under a preexisting
contract for sale but does not include a transfer in bulk or
as security for or intotal or partial satisfaction of a
noney debt .

(o) "Lessee in ordinary course of business" neans a person who in
good faith and wthout know edge that the | ease to him|[or
her] is in violation of the ownership rights or security
interest or leasehold interest of a third party in the goods
| eases in ordinary course froma person in the business of
selling or |easing goods of that kind but does not include a
pawnbr oker . "Leasi ng" may be for cash or by exchange of
ot her property or on secured or unsecured credit and includes
[receiving] ACQU RING goods or docunents of title under a
preexi sting | ease contract but does not include a transfer in
bul k or as security for or in total or partial satisfaction
of a noney debt.

S 17. Subsection 3 of section 2-A--103 of the uniform conmercial code,
as anended by chapter 84 of the laws of 2001, is anmended to read as
fol | ows:

(3) The following definitions in other articles apply to this Article:

"Account ". Section 9--102(a)(2).
" Bet ween ner chants". Section 2--104(3).
" Buyer". Section 2--103(1)(a).
"Chattel paper". Section 9--102(a)(11).
"Consumer goods". Section 9--102(a)(23).
"Docunent . Section 9--102(a) (30).
"Entrusting". Section 2--403(3).
"General intangible". Section 9--102(a)(42).
"Good faith". Section 2--103(1)(b).
"I nstrunent". Section 9--102(a)(47).
“Mer chant . Section 2--104(1).
"Mort gage". Section 9--102(a)(55).
"Pursuant to commtnent”. Section [9--102(a)(68)]
9--102(A) (69).
"Recei pt". Section 2--103(1)(c).
" Sal e". Section 2--106(1).
"Sal e on approval ". Section 2--326.
"Sale or return". Section 2--326.
"Sel ler". Section 2--103(1)(d).

S 18. Section 2-A--207 of the uniformcomercial code is REPEALED

S 19. Subsection 4 of section 2-A--501 of the uniform conmercial code,
as added by chapter 114 of the laws of 1994, is anended to read as
fol | ows:

(4) Except as otherwi se provided in Section [1-106(1)] 1--305(A) or
this Article or the | ease agreenent, the rights and renmedies referred to
in subsections (2) and (3) are cunul ative.

S 20. Subsection 2 of section 2-A--514 of the wuniform comercia
code, as added by chapter 114 of the laws of 1994, is anmended to read as
fol | ows:

(2) A lessee's failure to reserve rights when paying rent or other
consi derati on agai nst docunents precludes recovery of the paynent for
defects apparent [on the face of] IN the docunents.



Co~NOoOUIT~hWNE

S. 5901 14

S 21. Subsection 2 of section 2-A--518 of the uniform conmercial code,
as added by chapter 114 of +the laws of 1994, is anmended to read as
fol | ows:

(2) Except as otherw se provided with respect to danages |liquidated in
the |lease agreenent (Section 2-A-504) or otherw se determ ned pursuant
to agreenent of the parties (Sections [1-102(3)] 1--302 and 2-A-503), if
a lessee's cover is by a | ease agreenent substantially simlar to the
original |ease agreenent and the new | ease agreenent is nade in good
faith and in a conmercially reasonabl e nanner, the |essee may recover
from the | essor as damages (a) the present value, as of the date of the
commencenent of the term of the new | ease agreenent, of the rent under
the new | ease agreenent applicable to that period of the new | ease term
which is conparable to the then remaining term of +the original |ease
agreenent mnus the present value as of the sane date of the total rent
for the then remaining | ease termof the original |ease agreenent, and
(b) any incidental or consequential damages, |ess expenses saved in
consequence of the lessor's default.

S 22. Subsection 1 of section 2-A--519 of the uniform conmercial code,
as added by chapter 114 of the laws of 1994, is anended to read as
fol | ows:

(1) Except as otherw se provided with respect to danages |liquidated in
the |ease agreenent (Section 2-A-504) or otherw se determ ned pursuant
to agreenent of the parties (Section [1-102(3)] 1--302 and 2-A-503), if
a lessee elects not to cover or a |lessee elects to cover and the cover
is by | ease agreenent, whether or not the | ease agreenent qualifies for
treatment under Section 2-A-518(2), or is by purchase or otherw se, the
neasur e of damamges for non-delivery or repudiation by the |essor or for
rejection or revocation of acceptance by the |essee is the present
val ue, as of the date of the default, of the then market rent mnus the
present value as of the sanme date of the original rent, conputed for the
remaining lease term of the original |ease agreenent, together with
i ncidental and consequential danages, |ess expenses saved in consequence
of the lessor's default.

S 23. Paragraph (c) of subsection 2 of section 2-A--526 of the uniform
commercial code, as added by chapter 114 of the laws of 1994, is anmended
to read as foll ows:

(c) such an acknow edgnent to the | essee by a carrier via reship-
ment or as [warehouseman] A WAREHOUSE

S 24. Subsection 2 of section 2-A--527 of the uniform conmercial code,
as added by chapter 114 of the laws of 1994, is anended to read as
fol | ows:

(2) Except as otherw se provided with respect to danages liquidated in
the |lease agreenent (Section 2-A-504) or otherw se determ ned pursuant
to agreenent of the parties (Sections [1-102(3)] 1--302 and 2-A-503), if
the disposition is by |ease agreenent substantially simlar to the
original |ease agreenent and the new | ease agreenent is nade in good
faith and in a conmercially reasonabl e nanner, the |essor rmay recover
fromthe | essee as damages (a) accrued and unpaid rent as of the date of
t he conmencenent of the termof the new | ease agreenent, (b) the present
value, as of the sanme date, of the total rent for the then renaining
| ease termof the original |ease agreenent mnus the present value, as
of the same date, of the rent under the new | ease agreenent applicable
to that period of the new | ease termwhich is conparable to the then
remai ning |ease termof the original |ease agreenent, and (c) any inci-
dental damages al |l owed under Section 2-A-530, |ess expenses saved in
consequence of the |lessee's default.
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S 25. Subsection 1 of section 2-A--528 of the uniform conmercial code,
as added by chapter 114 of +the laws of 1994, is anmended to read as
fol | ows:

(1) Except as otherw se provided with respect to danages liquidated in
the |lease agreenent (Section 2-A-504) or otherw se determ ned pursuant
to agreenent of the parties (Sections [1-102(3)] 1--302 and 2-A-503), if
a lessor elects to retain the goods or a lessor elects to dispose of the
goods and the disposition is by | ease agreenent whether or not the | ease
agreenent qualifies for treatnent under Section 2-A-527(2), or is by
sale or otherw se, the | essor may recover fromthe | essee as damages for
a default of the type described in Section 2-A-523(1) or 2-A-523 (3)(a),
or, if agreed, for other default of the | essee, (a) accrued and unpaid
rent as of the date of default if the | essee has never taken possession
of the goods, or, if the | essee has taken possession of the goods, as of
the date the |essor repossesses the goods or an earlier date on which
the | essee nmakes a tender of the goods to the lessor, (b) the present
value as of the date determ ned under clause (a) of the total rent for
the then remaining | ease termof the original |ease agreenent mnus the
present value as of the sane date of the narket rent at the place where
the goods are | ocated conputed for the sane lease term and (c) any
i ncidental danmages al |l owed under Section 2-A-530, |ess expenses saved in
consequence of the |lessee's default.

S 26. Article 3 of the uniformcomercial code is REPEALED and a new
article 3 is added to read as foll ows:

ARTI CLE 3
NEGOT| ABLE | NSTRUVENTS
PART 1
GENERAL PROVI SI ONS AND DEFI NI TI ONS
SECTI ON 3--101. SHORT TI TLE.

TH S ARTICLE MAY BE CITED AS UN FORM COWMMERCI AL CODE-- NEGOTI ABLE
| NSTRUVENTS.

SECTI ON 3--102. SUBJECT MATTER

(A) TH' S ARTI CLE APPLI ES TO NEGOTI ABLE | NSTRUMENTS. | T DOES NOT APPLY
TO MONEY, TO PAYMENT ORDERS GOVERNED BY ARTICLE 4A, OR TO SECURITIES
GOVERNED BY ARTI CLE 8.

(B) IF THERE IS CONFLICT BETWEEN TH S ARTI CLE AND ARTI CLE 4 OR 9,
ARTI CLES 4 AND 9 GOVERN.

(©) REGULATIONS OF THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE
SYSTEM AND OPERATING Cl RCULARS OF THE FEDERAL RESERVE BANKS SUPERSEDE
ANY | NCONSI STENT PROVI SION OF THI S ARTI CLE TO THE EXTENT OF THE | NCO\-
S| STENCY.

SECTI ON 3--103. DEFI NI Tl ONS.

(A) IN TH S ARTI CLE:

(1) "ACCEPTOR' MEANS A DRAVEE WHO HAS ACCEPTED A DRAFT.

(2) "CONSUMER ACCOUNT" MEANS AN ACCOUNT ESTABLI SHED BY AN | NDI VI DUAL
PRI MARI LY FOR PERSONAL, FAM LY, OR HOUSEHOLD PURPGCSES.

(3) "CONSUMER TRANSACTI ON' MEANS A TRANSACTI ON I N WHI CH AN | NDI VI DUAL
I NCURS AN OBLIGATION PRIMARILY FOR PERSONAL, FAMLY, OR HOUSEHOLD
PURPCSES.

(4) "DRAWEE' MEANS A PERSON ORDERED | N A DRAFT TO MAKE PAYMENT.

(5) "DRAVWER' MEANS A PERSON WHO SIGNS OR IS IDENTIFIED I N A DRAFT AS A
PERSON ORDERI NG PAYMENT.

(6) "GOOD FAI TH' MEANS HONESTY | N FACT AND THE OBSERVANCE OF REASON
ABLE COMMVERCI AL STANDARDS OF FAI R DEALI NG

(7) "MAKER' MEANS A PERSON WHO SIGNS OR IS IDENTIFIED I N A NOTE AS A
PERSON UNDERTAKI NG TO PAY.
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(8) "ORDER' MEANS A WRI TTEN | NSTRUCTI ON TO PAY MONEY SIGNED BY THE
PERSON G VING THE | NSTRUCTI ON.  THE | NSTRUCTI ON MAY BE ADDRESSED TO ANY
PERSON, | NCLUDI NG THE PERSON G VI NG THE | NSTRUCTI ON, OR TO ONE OR MORE
PERSONS JO NTLY OR I N THE ALTERNATI VE BUT NOT | N SUCCESSI ON. AN AUTHOR -
ZATION TO PAY IS NOT AN ORDER UNLESS THE PERSON AUTHORI ZED TO PAY IS
ALSO | NSTRUCTED TO PAY.

(9) "ORDI NARY CARE" |N THE CASE OF A PERSON ENGAGED | N BUSI NESS MEANS
OBSERVANCE OF REASONABLE COWMERCI AL STANDARDS, PREVAI LI NG I N THE AREA I N
WH CH THE PERSON |'S LOCATED, W TH RESPECT TO THE BUSI NESS | N WHI CH THE
PERSON | S ENGAGED. | N THE CASE OF A BANK THAT TAKES AN | NSTRUMENT FOR
PROCESSI NG FOR COLLECTION OR PAYMENT BY AUTOVATED MEANS, REASONABLE
COWWERCI AL STANDARDS DO NOT REQUI RE THE BANK TO EXAM NE THE | NSTRUMENT
IF THE FAILURE TO EXAM NE DOES NOT VI OLATE THE BANK' S PRESCRI BED PROCE-
DURES AND THE BANK' S PROCEDURES DO NOT VARY UNREASONABLY FROM GENERAL
BANKI NG USAGE NOT DI SAPPROVED BY TH' S ARTI CLE OR ARTI CLE 4.

(10) "PARTY" MEANS A PARTY TO AN | NSTRUMENT.

(11) "PRINCIPAL OBLIGOR " WTH RESPECT TO AN | NSTRUVENT, MEANS THE
ACCOMMVODATED PARTY OR ANY OTHER PARTY TO THE | NSTRUVENT AGAI NST WHOM A
SECONDARY OBLI GOR HAS RECOURSE UNDER THI S ARTI CLE.

(12) "PROM SE' MEANS A WRI TTEN UNDERTAKI NG TO PAY MONEY S| GNED BY THE
PERSON UNDERTAKI NG TO PAY. AN ACKNOALEDGVENT OF AN OBLI GATION BY THE
OBLIGOR IS NOT A PROM SE UNLESS THE OBLI GOR ALSO UNDERTAKES TO PAY THE
OBLI GATI ON.

(13) "PROVE' W TH RESPECT TO A FACT MEANS TO MEET THE BURDEN OF ESTAB-
LI SH NG THE FACT (SECTI ON 1-201(B)(8)).

(14) RESERVED.

(15) "REM TTER' MEANS A PERSON WHO PURCHASES AN | NSTRUMENT FROM TS
SSUER |F THE | NSTRUVENT |'S PAYABLE TO AN | DENTI FI ED PERSON OTHER THAN
THE PURCHASER

(16) "REMOTELY- CREATED CONSUMER | TEM' MEANS AN | TEM DRAWN ON A CONSUM
ER ACCOUNT, WH CH |'S NOT CREATED BY THE PAYOR BANK AND DOES NOT BEAR A
HANDWRI TTEN S| GNATURE PURPORTI NG TO BE THE S| GNATURE OF THE DRAVER.

(17) " SECONDARY OBLI GOR, " W TH RESPECT TO AN | NSTRUVENT, MEANS (A) AN
| NDORSER OR AN ACCOMMODATI ON PARTY, (B) A DRAVER HAVING THE OBLI GATI ON
DESCRI BED | N SECTI ON 3-414(D), OR (C) ANY OTHER PARTY TO THE | NSTRUVENT
THAT HAS RECOURSE AGAI NST ANOTHER PARTY TO THE | NSTRUMENT PURSUANT TO
SECTI ON 3- 116(B).

(B) OTHER DEFINI TIONS APPLYING TO THI S ARTI CLE AND THE SECTI ONS I N
WH CH THEY APPEAR ARE:

ACCEPTANCE" . . SECTI ON 3--409
"ACCOVMMODATED PARTY" . SECTI ON 3--419
"ACCOVMMODATI ON PARTY" . e SECTI ON 3--419
CACCOUNT . SECTI ON 4--104
CALTERATI ON' . SECTI ON 3--407
“ANOVALQOUS | NDORSEMENT™ . .. e SECTI ON 3--205
"BLANK I NDORSEMENT" . . . e SECTI ON 3--205
"CASHI ER S CHECK" . . .. . . SECTI ON 3--104
"CERTI FI CATE OF DEPCSI T". ... SECTI ON 3--104
"CERTI FI ED CHECK" . . .. e SECTI ON 3--409
CCHECK . SECTI ON 3--104
"CONSI DERATI ON' . L SECTI ON 3--303
DRAF T . SECTI ON 3--104
"HOLDER I N DUE COURSE". ....... ... . . . SECTI ON 3--302
“I'NCOVPLETE | NSTRUMENT" . ... . SECTI ON 3--115
CINDORSEMENT . o SECTI ON 3--204
CITNDORSER . . SECTI ON 3--204
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CENSTRUNMENT . SECTI ON 3--104
L SSUE" . SECTI ON 3--105
L SSUER . SECTI ON 3--105
“NEGOTI ABLE | NSTRUMENT" . .. . SECTI ON 3--104
CNEGOTT ATE ON' . SECTI ON 3--201
CNOTE . SECTI ON 3--104
"PAYABLE AT A DEFINITE TIME". . ... . SECTI ON 3--108
"PAYABLE ON DEMAND' . . ... SECTI ON 3--108
"PAYABLE TO BEARER'. . ... . . . SECTI ON 3--109
"PAYABLE TO ORDER'. .. ... . . SECTI ON 3--109
PAYMENT SECTI ON 3--602
"PERSON ENTI TLED TO ENFORCE". ... ... ... . . . . . SECTI ON 3--301
CPRESENTMVENT . SECTI ON 3--501
"REACQUI SITION' . L SECTI ON 3--207
"SPECI AL | NDORSENMENT" . . . e SECTI ON 3--205
"TELLER S CHECK" . .. . . SECTI ON 3--104
"TRANSFER OF | NSTRUMENT" . ... .. . SECTI ON 3--203
"TRAVELER S CHECK". .. ... . . SECTI ON 3--104
CVALUE" . SECTI ON 3--303

(© THE FOLLOW NG DEFI NI TIONS | N OTHER ARTI CLES APPLY TO THI S ARTI CLE:
CBANKI NG DAY . SECTI ON 4--104
"CLEARI NG HOUSE" . .. . . . . SECTI ON 4--104
"COLLECTI NG BANK" . . e SECTI ON 4--105
"DEPCSI TARY BANK" . . SECTI ON 4--105
"DOCUNMENTARY DRAFT" . . e SECTI ON 4--104
"I NTERMEDI ARY BANK" . . .. SECTI ON 4--105
T EM SECTI ON 4--104
CPAYOR BANK" . SECTI ON 4--105
"SUSPENDS PAYMENTS" . . .. e SECTI ON 4--104

(D) I'N ADDI TI ON, ARTI CLE 1 CONTAI NS GENERAL DEFI NI TI ONS AND PRI NCl PLES
OF CONSTRUCTI ON AND | NTERPRETATI ON APPL|I CABLE THROUGHOUT THI S ARTI CLE.
SECTI ON 3--104. NEGOTI ABLE | NSTRUMENT.

(A) EXCEPT AS PROVI DED I N SUBSECTI ONS (C) AND (D), "NEGOTI ABLE | NSTRU-
MENT"  MEANS AN UNCONDI TI ONAL PROM SE OR ORDER TO PAY A FI XED AMOUNT OF
MONEY, W TH OR W THOUT | NTEREST OR OTHER CHARGES DESCRI BED IN THE PROW
| SE OR ORDER, |F IT:

(1) 1'S PAYABLE TO BEARER OR TO ORDER AT THE TIME IT IS | SSUED OR FI RST
COMES | NTO POSSESSI ON OF A HOLDER;

(2) 1'S PAYABLE ON DEMAND OR AT A DEFINITE TI ME; AND

(3) DOES NOT STATE ANY OTHER UNDERTAKI NG OR | NSTRUCTI ON BY THE PERSON
PROM SI NG OR ORDERI NG PAYMENT TO DO ANY ACT IN ADDI TION TO THE PAYMENT
OF MONEY, BUT THE PROM SE OR CRDER MAY CONTAIN (1) AN UNDERTAKI NG OR
PONER TO G VE, MAI NTAIN, OR PROTECT COLLATERAL TO SECURE PAYMENT, (I1)
AN  AUTHORI ZATI ON OR POAER TO THE HOLDER TO CONFESS JUDGVENT OR REALI ZE
ON OR DI SPOSE OF COLLATERAL, OR (II1) A WAIVER OF THE BENEFI T OF ANY LAW
| NTENDED FOR THE ADVANTAGE OR PROTECTI ON OF AN OBLI GOR

(B) "I NSTRUMENT" MEANS A NEGOTI ABLE | NSTRUMENT.

(© AN ORDER THAT MEETS ALL OF THE REQUI REMENTS OF SUBSECTION (A),
EXCEPT PARAGRAPH (1), AND OIHERWSE FALLS WTH N THE DEFI NI TI ON OF
"CHECK" | N SUBSECTION (F) I'S A NEGOTI ABLE | NSTRUVENT AND A CHECK.

(D) A PROM SE OR ORDER OTHER THAN A CHECK IS NOT AN | NSTRUMENT | F, AT
THE TIME |IT IS [SSUED OR FI RST COVES | NTO POSSESSI ON OF A HOLDER, | T
CONTAI'NS A CONSPI CUOUS STATEMENT, HOWEVER EXPRESSED, TO THE EFFECT THAT
THE PROM SE OR ORDER |'S NOT NEGOTI ABLE OR I'S NOT AN | NSTRUMVENT GOVERNED
BY TH S ARTI CLE.
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(E) AN INSTRUMENT IS A "NOTE" IFIT IS APROMSE AND IS A "DRAFT" IF
IT IS AN CORDER | F AN I NSTRUMENT FALLS W TH N THE DEFI NI TI ON CF BOTH
“NOTE" AND "DRAFT," A PERSON ENTI TLED TO ENFORCE THE | NSTRUMENT NAY
TREAT I T AS El THER

(F) "CHECK" MEANS (1) A DRAFT, OTHER THAN A DOCUMENTARY DRAFT, PAYABLE
ON DEVMAND AND DRAWN ON A BANK OR (Il) A CASH ER S CHECK OR TELLER S
CHECK. AN | NSTRUVENT MAY BE A CHECK EVEN THOUGH IT IS DESCRIBED ON I TS
FACE BY ANOTHER TERM SUCH AS " MONEY ORDER. "

(G "CASH ER' S CHECK' MEANS A DRAFT W TH RESPECT TO WH CH THE DRAVEER
AND DRAVEE ARE THE SAME BANK OR BRANCHES OF THE SAME BANK

(H "TELLER S CHECK' MEANS A DRAFT DRAWN BY A BANK (1) ON ANOTHER
BANK, OR (I11) PAYABLE AT OR THROUGH A BANK.

(1) "TRAVELER S CHECK" MEANS AN |NSTRUMENT THAT (1) IS PAYABLE ON
DEMAND, (I11) I'S DRAWN ON OR PAYABLE AT OR THROUGH A BANK, (IIl) IS
DESI GNATED BY THE TERM " TRAVELER S CHECK" OR BY A SUBSTANTI ALLY SI M LAR
TERM AND (I1V) REQU RES, AS A CONDI TION TO PAYMENT, A COUNTERSI GNATURE
BY A PERSON VWHOSE SPECI MEN SI GNATURE APPEARS ON THE | NSTRUMENT.

(J) "CERTIFICATE OF DEPOSIT" MEANS AN |NSTRUMENT CONTAINING AN
ACKNOWLEDGVENT BY A BANK THAT A SUM OF MONEY HAS BEEN RECEIVED BY THE
BANK AND A PROM SE BY THE BANK TO REPAY THE SUM OF MONEY. A CERTI FI CATE
OF DEPCSIT IS A NOTE OF THE BANK
SECTI ON 3--105. | SSUE OF | NSTRUMENT.

(A) "ISSUE" MEANS THE FI RST DELI VERY OF AN | NSTRUMENT BY THE MAKER OR
DRAVER, WHETHER TO A HOLDER OR NONHOLDER, FOR THE PURPOSE OF G VI NG
RI GHTS ON THE | NSTRUVENT TO ANY PERSON.

(B) AN UNI SSUED | NSTRUMENT, OR AN UNI SSUED | NCOVPLETE | NSTRUVENT THAT
IS COWPLETED, |S BINDING ON THE MAKER OR DRAVER, BUT NONI SSUANCE IS A
DEFENSE. AN | NSTRUMVENT THAT IS CONDI TI ONALLY | SSUED OR I S I SSUED FOR A
SPECI AL PURPCSE 1S BIND NG ON THE MAKER OR DRAWER, BUT FAI LURE OF THE
CONDI TI ON OR SPECI AL PURPOSE TO BE FULFI LLED IS A DEFENSE.

(© "ISSUER' APPLIES TO | SSUED AND UNI SSUED | NSTRUVENTS AND MEANS
A MAKER OR DRAVER OF AN | NSTRUMENT.
SECTI ON 3--106. UNCONDI TI ONAL PROM SE OR ORDER

(A) EXCEPT AS PROVIDED IN THI S SECTION, FOR THE PURPOSES COF SECTION
3--104(A), A PROM SE OR ORDER |I'S UNCONDI TI ONAL UNLESS I T STATES (1) AN
EXPRESS CONDI TI ON TO PAYMENT, (I1) THAT THE PROM SE OR ORDER IS SUBJECT
TO OR GOVERNED BY ANOTHER RECORD, OR (I11) THAT RI GHTS OR OBLI GATI ONS
W TH RESPECT TO THE PROM SE OR ORDER ARE STATED IN ANOTHER RECORD. A
REFERENCE TO ANOTHER RECORD DCES NOT OF | TSELF MAKE THE PROM SE OR ORDER
CONDI Tl ONAL.

(B) A PROM SE OR ORDER |I'S NOT MADE CONDI TI ONAL (1) BY A REFERENCE TO
ANOTHER RECORD FOR A STATEMENT OF RIGHTS WTH RESPECT TO COLLATERAL,
PREPAYMENT, OR ACCELERATION, OR (II) BECAUSE PAYMENT IS LIMTED TO
RESORT TO A PARTI CULAR FUND OR SOURCE.

(O IF A PROM SE OR ORDER REQUI RES, AS A CONDI TI ON TO PAYMENT, A COUN-
TERSI GNATURE BY A PERSON WHOSE SPECI MEN SI GNATURE APPEARS ON THE PROM SE
OR ORDER, THE CONDI TI ON DOES NOT MAKE THE PROM SE OR ORDER CONDI TI ONAL
FOR THE PURPOSES OF SECTION 3--104(A). |F THE PERSON WHOSE SPECI MEN
SI GNATURE APPEARS ON AN | NSTRUMVENT FAI LS TO COUNTERSI GN THE | NSTRUVENT,
THE FAI LURE TO COUNTERSI GN | S A DEFENSE TO THE OBLI GATI ON OF THE | SSUER,
BUT THE FAILURE DOES NOI PREVENT A TRANSFEREE OF THE | NSTRUMENT FROM
BECOM NG A HOLDER OF THE | NSTRUVMENT.

(D) IF A PROM SE OR ORDER AT THE TIME IT I'S | SSUED OR FI RST COVES | NTO
PCSSESSI ON OF A HOLDER CONTAINS A STATEMENT, REQUI RED BY APPLI CABLE
STATUTORY OR ADM NI STRATIVE LAW TO THE EFFECT THAT THE RI GHTS OF A
HOLDER OR TRANSFEREE ARE SUBJECT TO CLAI M5 OR DEFENSES THAT THE | SSUER
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COULD ASSERT AGAINST THE ORI Q@ NAL PAYEE, THE PROM SE OR ORDER | S NOT
THEREBY MADE CONDI TI ONAL FOR THE PURPOSES OF SECTION 3-104(A); BUT |IF
THE PROM SE OR ORDER I'S AN | NSTRUMENT, THERE CANNOT BE A HOLDER | N DUE
COURSE OF THE | NSTRUMENT.

SECTI ON 3--107. | NSTRUVENT PAYABLE | N FOREI GN MONEY.

UNLESS THE | NSTRUMENT OTHERW SE PROVI DES, AN | NSTRUMENT THAT STATES
THE AMOUNT PAYABLE | N FOREI GN MONEY MAY BE PAID I N THE FOREI GN MONEY OR
IN AN EQUI VALENT AMOUNT I N DOLLARS CALCULATED BY USI NG THE CURRENT
BANK- OFFERED SPOT RATE AT THE PLACE OF PAYMENT FOR THE PURCHASE OF
DOLLARS ON THE DAY ON WHI CH THE | NSTRUMENT | S PAI D.

SECTI ON 3--108. PAYABLE ON DEMAND OR AT DEFI NI TE TI ME.

(A) A PROM SE OR ORDER | S "PAYABLE ON DEMAND' I F IT (I) STATES THAT IT
IS PAYABLE ON DEMAND OR AT SIGHT, OR OTHERW SE | NDI CATES THAT IT IS
PAYABLE AT THE WLL OF THE HOLDER, OR (I1) DCES NOT STATE ANY TIME OF
PAYMENT.

(B) A PROM SE OR CRDER | S "PAYABLE AT A DEFINITE TIME" IF IT I S PAYA-
BLE ON ELAPSE OF A DEFI NI TE PERIGD OF TI ME AFTER SI GHT OR ACCEPTANCE OR
AT A FI XED DATE OR DATES OR AT A TIME OR TI MES READI LY ASCERTAI NABLE AT
THE TIME THE PROM SE OR ORDER IS |SSUED, SUBJECT TO RIGHTS OF (I)
PREPAYMENT, (11) ACCELERATION, (I11) EXTENSION AT THE OPTION OF THE
HOLDER, OR (1V) EXTENSION TO A FURTHER DEFI NI TE TIME AT THE OPTION OF
THE MAKER OR ACCEPTOR OR AUTOVATI CALLY UPON OR AFTER A SPECI FI ED ACT OR
EVENT.

(© I F AN I NSTRUVENT, PAYABLE AT A FI XED DATE, IS ALSO PAYABLE UPON
DEMAND MADE BEFORE THE FI XED DATE, THE | NSTRUMENT | S PAYABLE ON DEMAND
UNTI L THE FI XED DATE AND, |F DEMAND FOR PAYMENT | S NOI' MADE BEFORE THAT
DATE, BECOMES PAYABLE AT A DEFIN TE TI ME ON THE FI XED DATE.

SECTI ON 3--109. PAYABLE TO BEARER OR TO ORDER

(A) A PROM SE OR ORDER | S PAYABLE TO BEARER I F IT:

(1) STATES THAT IT IS PAYABLE TO BEARER OR TO THE ORDER OF BEARER OR
OTHERW SE | NDI CATES THAT THE PERSON IN POSSESSION O THE PROM SE OR
ORDER | S ENTI TLED TO PAYMENT,;

(2) DCES NOT STATE A PAYEE; OR

(3) STATES THAT IT I S PAYABLE TO OR TO THE ORDER OF CASH OR OTHERW SE
I NDI CATES THAT I'T IS NOT PAYABLE TO AN | DENTI FI ED PERSON.

(B) A PROM SE OR ORDER THAT IS NOT PAYABLE TO BEARER |S PAYABLE TO
ORDER |IF IT IS PAYABLE (1) TO THE ORDER OF AN | DENTI FI ED PERSON OR (I1)
TO AN | DENTI FI ED PERSON OR ORDER. A PROM SE OR ORDER THAT IS PAYABLE TO
ORDER | S PAYABLE TO THE | DENTI FI ED PERSON.

(© AN | NSTRUMENT PAYABLE TO BEARER MAY BECOVE PAYABLE TO AN | DENTI -
FIED PERSON | F I T I S SPECI ALLY | NDORSED PURSUANT TO SECTION 3--205(A).
AN I NSTRUMENT PAYABLE TO AN | DENTIFI ED PERSON MAY BECOVE PAYABLE TO
BEARER IF IT I'S I NDORSED | N BLANK PURSUANT TO SECTI ON 3--205(B).

SECTI ON 3--110. | DENTI FI CATI ON OF PERSON TO WHOM | NSTRUMENT | S PAYABLE.

(A) THE PERSON TO WHOM AN I NSTRUVENT | S I NI TI ALLY PAYABLE |S DETER-
MNED BY THE |NTENT OF THE PERSON, WHETHER OR NOT AUTHORI ZED, SI GNI NG
AS, OR IN THE NAME OR BEHALF OF, THE |ISSUER OF THE |NSTRUMENT. THE
I NSTRUMENT | S PAYABLE TO THE PERSON | NTENDED BY THE SI GNER EVEN | F THAT
PERSON | S | DENTI FI ED I N THE | NSTRUMENT BY A NAMVE OR OTHER | DENTI FI CATI ON
THAT IS NOT THAT OF THE | NTENDED PERSON. | F MORE THAN ONE PERSON S| GNS
IN THE NAME OR BEHALF OF THE | SSUER OF AN | NSTRUVMENT AND ALL THE SI GNERS
DO NOT | NTEND THE SAME PERSON AS PAYEE, THE | NSTRUMENT | S PAYABLE TO ANY
PERSON | NTENDED BY ONE OR MORE OF THE SI GNERS.

(B) IF THE SIGNATURE OF THE | SSUER OF AN | NSTRUMENT IS MADE BY AUTO
MATED MEANS, SUCH AS A CHECK-VWRI TI NG MACHI NE, THE PAYEE OF THE | NSTRU-
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MENT | S DETERM NED BY THE | NTENT OF THE PERSON WHO SUPPLI ED THE NAME OR
| DENTI FI CATI ON OF THE PAYEE, WHETHER OR NOT AUTHORI ZED TO DO SO

(© A PERSON TO WHOM AN | NSTRUMENT | S PAYABLE MAY BE | DENTI FI ED I N ANY
VWAY, I NCLUDI NG BY NAME, | DENTIFYlI NG NUMBER, OFFI CE, OR ACCOUNT NUMBER.
FOR THE PURPCSE OF DETERM NI NG THE HOLDER OF AN | NSTRUMENT, THE FOLLOW
I NG RULES APPLY:

(1) I'F AN I NSTRUVENT | S PAYABLE TO AN ACCOUNT AND THE ACCOUNT | S | DEN-
TIFIED ONLY BY NUMBER, THE | NSTRUMENT | S PAYABLE TO THE PERSON TO WHOM
THE ACCOUNT IS PAYABLE. | F AN I NSTRUMVENT | S PAYABLE TO AN ACCOUNT | DEN-
TI FI ED BY NUMBER AND BY THE NAME OF A PERSON, THE | NSTRUMENT |'S PAYABLE
TO THE NAMED PERSON, WHETHER OR NOT THAT PERSON | S THE OAMNER OF THE
ACCQOUNT | DENTI FI ED BY NUVMBER.

(2) I'F AN I NSTRUVENT | S PAYABLE TO

(1) A TRUST, AN ESTATE, OR A PERSON DESCRI BED AS TRUSTEE OR REPRESEN-
TATIVE OF A TRUST OR ESTATE, THE | NSTRUVENT | S PAYABLE TO THE TRUSTEE,
THE REPRESENTATI VE, OR A SUCCESSOR OF ElI THER, WHETHER OR NOT THE BENEFI -
Cl ARY OR ESTATE IS ALSO NAMED;

(1'l) A PERSON DESCRI BED AS AGENT OR SI M LAR REPRESENTATI VE OF A NAMED
OR | DENTIFIED PERSON, THE |INSTRUVENT |S PAYABLE TO THE REPRESENTED
PERSON, THE REPRESENTATI VE, OR A SUCCESSOR OF THE REPRESENTATI VE;

(1''1) A FUND OR ORGANI ZATI ON THAT IS NOT A LEGAL ENTITY, THE |NSTRU
MENT | S PAYABLE TO A REPRESENTATI VE OF THE MEMBERS OF THE FUND OR ORGAN-
I ZATI ON; OR

(1'V) AN OFFICE OR TO A PERSON DESCRI BED AS HOLDI NG AN CFFI CE, THE
I NSTRUMENT | S PAYABLE TO THE NAMED PERSON, THE | NCUMBENT OF THE OFFI CE,
OR A SUCCESSOR TO THE | NCUMBENT.

(D) |F AN I NSTRUMENT IS PAYABLE TO TWO OR MORE PERSONS ALTERNATI VELY,
IT 1S PAYABLE TO ANY OF THEM AND NMNAY BE NEGOTI ATED, DI SCHARGED, OR
ENFORCED BY ANY OR ALL OF THEM I N POSSESSI ON OF THE | NSTRUMENT. | F AN
I NSTRUMENT |'S PAYABLE TO TWO OR MORE PERSONS NOT  ALTERNATI VELY, IT IS
PAYABLE TO ALL OF THEM AND MAY BE NEGOTI ATED, DI SCHARGED, OR ENFORCED
ONLY BY ALL OF THEM | F AN I NSTRUMENT PAYABLE TO TWO OR MORE PERSONS | S
AMBI QUOUS AS TO WHETHER I T | S PAYABLE TO THE PERSONS ALTERNATI VELY, THE
I NSTRUMENT | S PAYABLE TO THE PERSONS ALTERNATI VELY.

SECTI ON 3--111. PLACE OF PAYMENT.

EXCEPT AS OTHERW SE PROVI DED FOR | TEMS I N ARTI CLE 4, AN I NSTRUMENT IS
PAYABLE AT THE PLACE OF PAYMENT STATED IN THE I NSTRUMENT. | F NO PLACE OF
PAYMENT | S STATED, AN | NSTRUMENT | S PAYABLE AT THE ADDRESS OF THE DRAVEE
OR MAKER STATED I'N THE | NSTRUMENT. | F NO ADDRESS IS STATED, THE PLACE OF
PAYMENT | S THE PLACE OF BUSI NESS OF THE DRAVWEE OR MAKER. | F A DRAVEE OR
MAKER HAS MORE THAN ONE PLACE OF BUSI NESS, THE PLACE OF PAYMENT |S ANY
PLACE OF BUSINESS OF THE DRAVWVEE OR MAKER CHOSEN BY THE PERSON ENTI TLED
TO ENFORCE THE | NSTRUVENT. | F THE DRAVEE OR MAKER HAS NO PLACE OF BUSI -
NESS, THE PLACE OF PAYMENT | S THE RESI DENCE OF THE DRAVEE OR MAKER.

SECTI ON 3--112. | NTEREST.

(A)  UNLESS OTHERW SE PROVI DED I N THE | NSTRUMENT, (1) AN I NSTRUMENT | S
NOT PAYABLE W TH I NTEREST, AND (11) [INTEREST ON AN | NTEREST- BEARI NG
I NSTRUMENT | S PAYABLE FROM THE DATE OF THE | NSTRUMENT.

(B) |INTEREST NAY BE STATED IN AN | NSTRUMENT AS A FI XED OR VARI ABLE
AMOUNT OF MONEY OR I T MAY BE EXPRESSED AS A FI XED OR VARI ABLE RATE OR
RATES. THE AMOUNT OR RATE OF | NTEREST MAY BE STATED OR DESCRI BED I N THE
I NSTRUMENT | N ANY MANNER AND MAY REQUI RE REFERENCE TO | NFORMATI ON  NOT
CONTAINED I N THE | NSTRUVENT. | F AN | NSTRUMENT PROVI DES FOR | NTEREST, BUT
THE  AMOUNT  OF |INTEREST PAYABLE CANNOI BE ASCERTAINED FROM THE
DESCRI PTI ON, | NTEREST IS PAYABLE AT THE JUDGVENT RATE I N EFFECT AT THE
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PLACE OF PAYMENT OF THE |NSTRUVMENT AND AT THE TIME | NTEREST FI RST
ACCRUES.
SECTI ON 3--113. DATE OF | NSTRUMENT.

(A) AN [INSTRUMENT MAY BE ANTEDATED OR POSTDATED. THE DATE STATED
DETERM NES THE TI ME OF PAYMENT | F THE | NSTRUMENT | S PAYABLE AT A FIXED
PERIOD AFTER THE DATE. EXCEPT AS PROVIDED IN SECTION 4--401(C), AN
| NSTRUMENT PAYABLE ON DEMAND | S NOT' PAYABLE BEFORE THE DATE OF THE
I NSTRUMENT.

(B) I'F AN I NSTRUVENT | S UNDATED, | TS DATE IS THE DATE OF I TS | SSUE OR,
IN THE CASE OF AN UN SSUED | NSTRUMENT, THE DATE I T FI RST COVES | NTO
PCSSESSI ON OF A HOLDER.

SECTI ON 3--114. CONTRADI CTORY TERMS OF | NSTRUMENT.

IF AN | NSTRUVENT CONTAI NS CONTRADI CTORY TERMS, TYPEWRI TTEN TERMS
PREVAIL OVER PRI NTED TERMS, HANDWRI TTEN TERMS PREVAI L OVER BOTH, AND
WORDS PREVAI L OVER NUMBERS.

SECTI ON 3--115. | NCOVPLETE | NSTRUMENT.

(A) "1 NCOWPLETE | NSTRUMVENT" MEANS A SIGNED WRITING WHETHER OR NOT
| SSUED BY THE SI GNER, THE CONTENTS OF WHI CH SHOW AT THE TI ME OF SI GNI NG
THAT I'T I'S I NCOWLETE BUT THAT THE SI GNER | NTENDED | T TO BE COWLETED BY
THE ADDI TI ON OF WORDS OR NUMBERS.

(B) SUBJECT TO SUBSECTION (C), IF AN |INCOWLETE |INSTRUMENT 1S AN
I NSTRUMENT UNDER SECTION 3--104, | T MAY BE ENFORCED ACCORDI NG TO I TS
TERMS |F IT IS NOT COVWLETED, OR ACCORDI NG TO | TS TERMS AS AUGVENTED BY
COWPLETION. |F AN [|INCOVWPLETE |INSTRUMENT [|S NOT AN | NSTRUMENT UNDER
SECTI ON 3--104, BUT, AFTER COWPLETION, THE REQUI REMENTS OF SECTION
3--104 ARE MET, THE | NSTRUMENT MAY BE ENFORCED ACCORDI NG TO I TS TERMS AS
AUGVENTED BY COVPLETI ON.

(© | F WORDS OR NUMBERS ARE ADDED TO AN | NCOVPLETE | NSTRUMENT W THOUT
AUTHORI TY OF THE SIGNER, THERE [|S AN ALTERATION OF THE | NCOWLETE
I NSTRUMENT UNDER SECTI ON 3- - 407.

(D) THE BURDEN OF ESTABLI SHI NG THAT WORDS CR NUMBERS WERE ADDED TO AN
| NCOVPLETE | NSTRUMENT W THOUT AUTHORITY OF THE SIGNER | S ON THE PERSON
ASSERTI NG THE LACK OF AUTHORI TY.

SECTI ON 3--116. JO NT AND SEVERAL LI ABILITY; CONTRI BUTI ON.

(A) EXCEPT AS OIHERWSE PROVIDED IN THE |NSTRUMVENT, TWO OR MORE
PERSONS WHO HAVE THE SAME LI ABI LI TY ON AN | NSTRUVENT AS MAKERS, DRAVEERS,
ACCEPTORS, | NDORSERS WHO | NDORSE AS JO NT PAYEES, OR ANOVALOUS | NDORSERS
ARE JO NTLY AND SEVERALLY LI ABLE IN THE CAPACITY I N WH CH THEY SI G\.

(B) EXCEPT AS PROVIDED I N SECTION 3--419(F) OR BY AGCREEMENT OF THE
AFFECTED PARTIES, A PARTY HAVI NG JO NT AND SEVERAL LI ABI LI TY WHO PAYS
THE | NSTRUVENT |'S ENTI TLED TO RECEI VE FROM ANY PARTY HAVING THE SAME
JO NT AND SEVERAL LI ABILITY CONTRI BUTI ON I N ACCORDANCE W TH APPLI| CABLE
LAW
SECTI ON 3--117. OTHER AGREEMENTS AFFECTI NG | NSTRUMENT.

SUBJECT TO APPLI CABLE LAW REGARDI NG EXCLUSI ON OF PROOF OF CONTEMPORA-
NEQUS OR PREVI QUS AGREEMENTS, THE OBLI GATI ON OF A PARTY TO AN | NSTRUMENT
TO PAY THE | NSTRUVENT NMAY BE MODI FI ED, SUPPLEMENTED, OR NULLI FI ED BY A
SEPARATE AGREEMENT OF THE OBLI GOR AND A PERSON ENTI TLED TO ENFORCE THE
I NSTRUMENT, | F THE | NSTRUMENT | S | SSUED OR THE OBLI GATION | S | NCURRED I N
RELI ANCE ON THE AGREEMENT OR AS PART OF THE SAME TRANSACTI ON G VI NG RI SE
TO THE AGREEMENT. TO THE EXTENT AN OBLI GATI ON | S MODI FI ED, SUPPLEMENTED,
OR NULLIFIED BY AN AGREEMENT UNDER THI S SECTI ON, THE AGREEMENT | S A
DEFENSE TO THE OBLI GATI ON.

SECTI ON 3--118. STATUTE OF LI M TATI ONS.

(A) EXCEPT AS PROVIDED IN SUBSECTION (E), AN ACTION TO ENFORCE THE

OBLI GATION OF A PARTY TO PAY A NOTE PAYABLE AT A DEFINITE TI ME MJST BE
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COMVENCED W THI N SI X YEARS AFTER THE DUE DATE OR DATES STATED IN THE
NOTE OR, |F A DUE DATE | S ACCELERATED, W THI N SI X YEARS AFTER THE ACCEL-
ERATED DUE DATE.

(B) EXCEPT AS PROVIDED IN SUBSECTION (D) OR (E), |IF DEMAND FOR PAYMENT
IS MADE TO THE MAKER OF A NOTE PAYABLE ON DEVMAND, AN ACTI ON TO ENFORCE
THE OBLI GATI ON OF A PARTY TO PAY THE NOTE MJUST BE COVWWENCED WTH N SI X
YEARS AFTER THE DEMAND. | F NO DEMAND FOR PAYMENT | S MADE TO THE MAKER,
AN ACTI ON TO ENFORCE THE NOTE IS BARRED | F NEI THER PRI NCI PAL NOR | NTER-
EST ON THE NOTE HAS BEEN PAI D FOR A CONTI NUOUS PERI OD OF TEN YEARS.

(© EXCEPT AS PROVIDED | N SUBSECTION (D), AN ACTI ON TO ENFORCE THE
OBLI GATI ON OF A PARTY TO AN UNACCEPTED DRAFT TO PAY THE DRAFT MJST BE
COMVENCED W TH N THREE YEARS AFTER DI SHONOR OF THE DRAFT OR TEN YEARS
AFTER THE DATE OF THE DRAFT, VWH CHEVER PERI OD EXPI RES FI RST.

(D) AN ACTI ON TO ENFORCE THE OBLI GATI ON OF THE ACCEPTOR COF A CERTI FI ED
CHECK OR THE | SSUER OF A TELLER S CHECK, CASH ER S CHECK, OR TRAVELER S
CHECK MJST BE COMMENCED W THI N THREE YEARS AFTER DEMAND FOR PAYMENT | S
MADE TO THE ACCEPTOR OR | SSUER, AS THE CASE MAY BE.

(E) AN ACTI ON TO ENFORCE THE OBLI GATI ON OF A PARTY TO A CERTI FI CATE OF
DEPCSI T TO PAY THE | NSTRUMENT MJUST BE COMMENCED WTHI N SI X YEARS AFTER
DEMAND FOR PAYMENT |S MADE TO THE MAKER, BUT | F THE | NSTRUVENT STATES A
DUE DATE AND THE MAKER IS NOT REQUI RED TO PAY BEFORE THAT DATE, THE
SIX-YEAR PERIOD BEG NS WHEN A DEMAND FOR PAYMENT | S I N EFFECT AND THE
DUE DATE HAS PASSED.

(F) AN ACTI ON TO ENFORCE THE OBLI GATI ON OF A PARTY TO PAY AN ACCEPTED
DRAFT, OTHER THAN A CERTIFI ED CHECK, MJST BE COMMENCED (1) WTHI N SI X
YEARS AFTER THE DUE DATE OR DATES STATED IN THE DRAFT OR ACCEPTANCE |F
THE OBLIGATION OF THE ACCEPTOR IS PAYABLE AT A DEFINITE TIME, OR (2)
WTH N SI X YEARS AFTER THE DATE OF THE ACCEPTANCE I F THE OBLI GATION OF
THE ACCEPTOR | S PAYABLE ON DEMAND.

(G UNLESS GOVERNED BY OTHER LAW REGARDI NG CLAI M5 FOR | NDEMNI TY OR
CONTRI BUTI ON, AN ACTION (1) FOR CONVERSI ON OF AN | NSTRUMENT, FOR MONEY
HAD AND RECEI VED, OR LI KE ACTI ON BASED ON CONVERSI ON, (2) FOR BREACH COF
WARRANTY, OR (3) TO ENFORCE AN OBLI GATI ON, DUTY, OR RI GHT ARI SI NG UNDER
TH'S ARTICLE AND NOI GOVERNED BY TH S SECTI ON MJUST BE COMVENCED W THI N
THREE YEARS AFTER THE CAUSE OF ACTI ON ACCRUES.

SECTI ON 3--119. NOTI CE OF RI GHT TO DEFEND ACTI ON.

IN AN ACTI ON FOR BREACH OF AN OBLI GATION FOR VHHCH A THHRD PERSON IS
ANSVERABLE OVER PURSUANT TO THI S ARTI CLE OR ARTI CLE 4, THE DEFENDANT MNAY
GVE THE TH RD PERSON NOTICE OF THE LITIGATION I N A RECORD, AND THE
PERSON NOTI FI ED MAY THEN G VE SIM LAR NOTI CE TO ANY OTHER PERSON WVHO | S
ANSWERABLE OVER. | F THE NOTI CE STATES (1) THAT THE PERSON NOTI FI ED MAY
COMVE | N AND DEFEND AND (2) THAT FAILURE TO DO SO WLL BIND THE PERSON
NOTI FIED I N AN ACTI ON LATER BROUGHT BY THE PERSON G VI NG THE NOTI CE AS
TO ANY DETERM NATI ON OF FACT COMWON TO THE TWO LI TI GATIONS, THE PERSON
NOTI FIED 1S SO BOUND UNLESS AFTER SEASONABLE RECEI PT OF THE NOTI CE THE
PERSON NOTI FI ED DOES COME | N AND DEFEND.

PART 2
NEGOTI ATI ON, TRANSFER, AND | NDORSEMENT
SECTI ON 3--201. NEGOTI ATI ON.

(A) "NEGOTI ATI ON' MEANS A TRANSFER OF POSSESSI ON, WHETHER VOLUNTARY OR
I NVOLUNTARY, OF AN | NSTRUMENT BY A PERSON OTHER THAN THE ISSUER TO A
PERSON WHO THEREBY BECOMES | TS HOLDER.

(B) EXCEPT FOR NEGOTI ATION BY A REM TTER, | F AN | NSTRUMENT | S PAYABLE
TO AN | DENTI FI ED PERSQON, NEGOTI ATI ON REQUI RES TRANSFER OF POSSESSI ON  OF
THE | NSTRUMENT AND | TS | NDORSEMENT BY THE HOLDER. | F AN | NSTRUVENT | S
PAYABLE TO BEARER, | T MAY BE NEGOTI ATED BY TRANSFER OF POSSESSI ON ALONE.
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SECTI ON 3--202. NEGOTI ATI ON SUBJECT TO RESCI SSI ON.

(A) NEGOTIATION |S EFFECTIVE EVEN | F OBTAINED (1) FROM AN | NFANT, A
CORPORATI ON EXCEEDI NG | TS POAERS, OR A PERSON W THOUT CAPACITY, (2) BY
FRAUD, DURESS, OR M STAKE, OR (3) IN BREACH OF DUTY OR AS PART OF AN
| LLEGAL TRANSACTI ON.

(B) TO THE EXTENT PERM TTED BY OTHER LAW NEGOTI ATI ON MAY BE RESCI NDED
OR MAY BE SUBJECT TO OTHER REMEDI ES, BUT THOSE REMEDIES NMAY NOI' BE
ASSERTED AGAI NST A SUBSEQUENT HOLDER | N DUE COURSE OR A PERSON PAYI NG
THE | NSTRUVENT | N GOCD FAI TH AND W THOUT KNOW.EDGE OF FACTS THAT ARE A
BASI S FOR RESCI SSI ON OR OTHER REMEDY.

SECTI ON 3--203. TRANSFER OF | NSTRUMENT; RI GHTS ACQUI RED BY TRANSFER.

(A) AN INSTRUMENT |S TRANSFERRED WHEN I T | S DELI VERED BY A PERSON
OTHER THAN I TS | SSUER FOR THE PURPOSE OF 3 VI NG TO THE PERSON RECEI VI NG
DELI VERY THE RI GHT TO ENFORCE THE | NSTRUVMENT.

(B) TRANSFER OF AN | NSTRUVENT, WHETHER OR NOT THE TRANSFER IS A NEGO
TIATI ON, VESTS I N THE TRANSFEREE ANY Rl GHT OF THE TRANSFEROR TO ENFORCE
THE | NSTRUMENT, | NCLUDI NG ANY RI GHT AS A HOLDER I N DUE COURSE, BUT THE
TRANSFEREE CANNOT ACQUI RE RI GHTS OF A HOLDER I N DUE COURSE BY A TRANS-
FER, DI RECTLY OR I NDI RECTLY, FROM A HOLDER I N DUE COURSE | F THE TRANS-
FEREE ENGAGED | N FRAUD OR | LLEGALI TY AFFECTI NG THE | NSTRUMENT.

(© UNLESS OTHERW SE AGREED, | F AN I NSTRUMENT | S TRANSFERRED FOR VALUE
AND THE TRANSFEREE DOES NOT BECOVE A HOLDER BECAUSE OF LACK OF | NDORSE-
MENT BY THE TRANSFERCR, THE TRANSFEREE HAS A SPECI FI CALLY ENFORCEABLE
RI GHT TO THE UNQUALI FI ED | NDORSEMENT OF THE TRANSFEROR, BUT NEGOTI ATl ON
OF THE | NSTRUMENT DOES NOT OCCUR UNTI L THE | NDORSEMENT | S MADE.

(D) | F A TRANSFEROR PURPORTS TO TRANSFER LESS THAN THE ENTI RE | NSTRU-
VENT, NEGOTI ATION OF THE | NSTRUMENT DOES NOI' OCCUR. THE TRANSFEREE
OBTAINS NO RIGHTS UNDER THI'S ARTICLE AND HAS ONLY THE RI GHTS OF A
PARTI AL ASSI GNEE.

SECTI ON 3--204. | NDORSEMENT.

(A) "1 NDORSEMENT" MEANS A SI GNATURE, OTHER THAN THAT OF A SIGNER AS
MAKER, DRAWER, OR ACCEPTOR, THAT ALONE OR ACCOVPANI ED BY OTHER WORDS | S
MADE ON AN | NSTRUMENT FOR THE PURPOSE OF (1) NEGOTI ATI NG THE | NSTRUMENT,
(2) RESTRI CTI NG PAYMENT OF THE | NSTRUMENT, OR (3) | NCURRI NG | NDORSER S
LI ABI LI TY ON THE | NSTRUMENT, BUT REGARDLESS OF THE | NTENT OF THE SI GNER,
A SIGNATURE AND I TS ACCOVPANYI NG WORDS |'S AN | NDORSEMENT UNLESS THE
ACCOVPANYI NG WORDS, TERMS OF THE | NSTRUMENT, PLACE OF THE SI GNATURE, OR
OTHER Cl RCUMSTANCES UNAMBI GUOUSLY | NDI CATE THAT THE SI GNATURE WAS MADE
FOR A PURPCSE OTHER THAN | NDORSEMENT. FOR THE PURPCSE OF DETERM NI NG
WHETHER A SIGNATURE |S MADE ON AN | NSTRUMVENT, A PAPER AFFI XED TO THE
I NSTRUMENT IS A PART OF THE | NSTRUMENT.

(B) "1 NDORSER' MEANS A PERSON WHO MAKES AN | NDORSEMENT.

(© FOR THE PURPCSE COF DETERM NING WHETHER THE TRANSFEREE OF AN
I NSTRUMENT | S A HOLDER, AN | NDORSEMENT THAT TRANSFERS A SECURI TY | NTER-
EST IN THE | NSTRUMENT | S EFFECTI VE AS AN UNQUALI FI ED | NDORSEMENT OF THE
I NSTRUMENT.

(D) IF AN INSTRUMENT | S PAYABLE TO A HOLDER UNDER A NAME THAT IS NOT
THE NAME OF THE HOLDER, | NDORSEMENT MAY BE MADE BY THE HOLDER IN THE
NAVE STATED IN THE |INSTRUMENT OR |IN THE HOLDER S NAVE OR BOTH, BUT
SI GNATURE | N BOTH NAMES MAY BE REQUI RED BY A PERSON PAYI NG OR TAKI NG THE
I NSTRUMENT FOR VALUE OR CCOLLECTI ON.

SECTI ON 3--205. SPECI AL | NDORSEMENT; BLANK | NDORSEMENT; ANOVALQUS
| NDORSEMENT.

(A) |IF AN | NDORSEMENT |I'S MADE BY THE HOLDER OF AN | NSTRUMENT, WHETHER
PAYABLE TO AN | DENTI FI ED PERSON OR PAYABLE TO BEARER, AND THE | NDORSE-
MENT | DENTI FI ES A PERSON TO WHOM | T MAKES THE | NSTRUMVENT PAYABLE, I T IS
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A "SPECI AL | NDORSEMENT. " WHEN SPECI ALLY | NDORSED, AN | NSTRUVENT BECOMVES
PAYABLE TO THE |DENTIFIED PERSON AND MAY BE NEGOTI ATED ONLY BY THE
| NDORSEMENT OF THAT PERSON. THE PRI NCI PLES STATED IN SECTION 3--110
APPLY TO SPECI AL | NDORSEMENTS.

(B) I'F AN | NDORSEMENT |I'S MADE BY THE HOLDER OF AN I NSTRUMENT AND IT IS
NOT A SPECI AL | NDORSEMENT, | T IS A "BLANK | NDORSEMENT. " WHEN | NDORSED | N
BLANK, AN | NSTRUMENT BECOVES PAYABLE TO BEARER AND MAY BE NEGOTI ATED BY
TRANSFER OF POSSESSI ON ALONE UNTI L SPECI ALLY | NDORSED.

(© THE HOLDER MAY CONVERT A BLANK | NDORSEMENT THAT CONSI STS ONLY OF A
SI GNATURE | NTO A SPECI AL | NDORSEMENT BY WRI TI NG ABOVE THE SI GNATURE OF
THE | NDORSER, WORDS | DENTIFYI NG THE PERSON TO WHOM THE | NSTRUVENT | S
MADE PAYABLE.

(D) "ANOVALOUS | NDORSEMENT" MEANS AN | NDORSEMENT MADE BY A PERSON WHO
IS NOI' THE HOLDER OF THE | NSTRUVENT. AN ANOVALOUS | NDORSEMENT DCES NOT
AFFECT THE MANNER | N VWHI CH THE | NSTRUVENT MAY BE NEGOTI ATED.

SECTI ON 3--206. RESTRI CTI VE | NDORSEMENT.

(A) AN | NDORSEMENT LI M TI NG PAYMENT TO A PARTI CULAR PERSON OR OTHER-
WSE PRCOH BI TING FURTHER TRANSFER OR NEGOTI ATI ON OF THE | NSTRUMENT | S
NOT EFFECTI VE TO PREVENT FURTHER TRANSFER OR NEGOTI ATI ON OF THE | NSTRU-
IVENT.

(B) AN | NDORSEMENT STATI NG A CONDI TION TO THE RI GHT OF THE | NDORSEE TO
RECEI VE PAYMENT DOES NOT AFFECT THE RI GHT OF THE | NDORSEE TO ENFORCE THE
I NSTRUMENT. A PERSON PAYI NG THE | NSTRUMENT OR TAKING I'T FOR VALUE OR
COLLECTI ON MAY DI SREGARD THE CONDI TI ON, AND THE RIGHTS AND LI ABILITIES
OF THAT PERSON ARE NOI' AFFECTED BY WHETHER THE CONDI TI ON HAS BEEN
FULFI LLED.

(© IF AN I NSTRUVENT BEARS AN | NDORSEMENT (1) DESCRIBED |IN SECTION
4--201(B), OR (I1) I N BLANK OR TO A PARTI CULAR BANK USI NG THE WORDS " FCOR
DEPCSI T, " "FOR COLLECTION," OR OIHER WORDS | NDI CATI NG A PURPCSE OF
HAVI NG THE | NSTRUMENT COLLECTED BY A BANK FOR THE INDORSER OR FOR A
PARTI CULAR ACCOUNT, THE FOLLOW NG RULES APPLY:

(1) A PERSON, OTHER THAN A BANK, WHO PURCHASES THE | NSTRUVENT WHEN SO
| NDORSED CONVERTS THE | NSTRUMENT UNLESS THE AMOUNT PAI D FOR THE | NSTRU-
MENT 1S RECEIVED BY THE |NDORSER OR APPLIED CONSI STENTLY WTH THE
| NDORSEMENT.

(2) A DEPCSI TARY BANK THAT PURCHASES THE | NSTRUMENT OR TAKES |IT FOR
COLLECTION WHEN SO | NDORSED CONVERTS THE | NSTRUMENT UNLESS THE AMOUNT
PAI D BY THE BANK WTH RESPECT TO THE |INSTRUMENT |S RECEIVED BY THE
| NDORSER OR APPL| ED CONSI STENTLY W TH THE | NDORSEMENT.

(3) A PAYOR BANK THAT IS ALSO THE DEPCSI TARY BANK OR THAT TAKES THE
I NSTRUMENT FOR | MVEDI ATE PAYMENT OVER THE COUNTER FROM A PERSON OTHER
THAN A COLLECTI NG BANK CONVERTS THE | NSTRUMENT UNLESS THE PROCEEDS OF
THE | NSTRUVENT ARE RECEI VED BY THE | NDORSER OR APPLI ED CONSI STENTLY W TH
THE | NDORSEMENT.

(4) EXCEPT AS OTHERW SE PROVI DED | N PARAGRAPH (3), A PAYOR BANK OR
| NTERVEDI ARY BANK MAY DI SREGARD THE | NDORSEMENT AND IS NOT LI ABLE | F THE
PROCEEDS OF THE | NSTRUVENT ARE NOT RECEI VED BY THE | NDORSER OR APPLI ED
CONS| STENTLY W TH THE | NDORSEMENT.

(D) EXCEPT FOR AN | NDORSEMENT COVERED BY SUBSECTION (C), I F AN I NSTRU-
MVENT BEARS AN | NDORSEMENT USI NG WORDS TO THE EFFECT THAT PAYMENT [|S TO
BE MADE TO THE | NDORSEE AS AGENT, TRUSTEE, OR OTHER FI DUCI ARY FOR THE
BENEFI T OF THE | NDORSER OR ANOTHER PERSON, THE FOLLOW NG RULES APPLY:

(1) UNLESS THERE | S NOTI CE OF BREACH COF FI DUCI ARY DUTY AS PROVIDED IN
SECTION 3--307, A PERSON VWHO PURCHASES THE | NSTRUMENT FROM THE | NDORSEE
OR TAKES THE | NSTRUVENT FROM THE | NDORSEE FOR COLLECTI ON OR PAYMENT NAY
PAY THE PROCEEDS OF PAYMENT OR THE VALUE G VEN FOR THE | NSTRUMENT TO THE
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| NDORSEE W THOUT REGARD TO WHETHER THE | NDORSEE VI OLATES A FI DUCI ARY
DUTY TO THE | NDORSER.

(2) A SUBSEQUENT TRANSFEREE OF THE | NSTRUMENT OR PERSON WHO PAYS THE
I NSTRUMENT IS NEITHER G VEN NOTICE NOR OIHERW SE AFFECTED BY THE
RESTRI CTI ON | N THE | NDORSEMENT UNLESS THE TRANSFEREE OR PAYOR KNOWS THAT
THE FIDUCI ARY DEALT WTH THE I NSTRUMENT OR I TS PROCEEDS | N BREACH OF
FI DUCI ARY DUTY.

(E) THE PRESENCE ON AN | NSTRUVENT OF AN |NDORSEMENT TO WHICH TH'S
SECTION APPLIES DCES NOI' PREVENT A PURCHASER OF THE | NSTRUMVENT FROM
BECOM NG A HOLDER | N DUE COURSE OF THE | NSTRUMENT UNLESS THE PURCHASER
| S A CONVERTER UNDER SUBSECTI ON (C) OR HAS NOTI CE OR KNONLEDGE OF BREACH
OF FI DUCI ARY DUTY AS STATED I N SUBSECTI ON (D).

(F) IN AN ACTION TO ENFORCE THE OBLI GATION OF A PARTY TO PAY THE
I NSTRUMENT, THE OBLI GOR HAS A DEFENSE |F PAYMENT WOULD VIOLATE AN
I NDORSEMENT TO WHI CH THI' S SECTI ON APPLI ES AND THE PAYMENT | S NOT PERM T-
TED BY TH S SECTI ON.

SECTI ON 3--207. REACQUI SI Tl ON.

REACQUI SI TI ON OF AN | NSTRUMENT OCCURS | F I T IS TRANSFERRED TO A FORMER
HOLDER, BY NEGOTI ATI ON OR OTHERW SE. A FORMER HOLDER VWHO REACQUI RES THE
I NSTRUMENT MAY CANCEL | NDORSEMENTS MADE AFTER THE REACQUI RER FI RST
BECAME A HOLDER OF THE |INSTRUMENT. |F THE CANCELLATI ON CAUSES THE
I NSTRUMENT TO BE PAYABLE TO THE REACQUI RER OR TO BEARER, THE REACQUI RER
MAY NEGOTI ATE THE | NSTRUMENT. AN | NDORSER WHOSE | NDORSEMENT |'S CANCELED
I S DI SCHARGED, AND THE DI SCHARGE IS EFFECTI VE AGAI NST ANY SUBSEQUENT
HOLDER.

PART 3
ENFORCEMENT OF | NSTRUMENTS

SECTI ON 3--301. PERSON ENTI TLED TO ENFORCE | NSTRUMENT.

" PERSON ENTI TLED TO ENFORCE" AN | NSTRUVENT MEANS (1) THE HOLDER OF THE
| NSTRUMVENT, (2) A NONHOLDER I N POSSESSI ON OF THE | NSTRUMENT WHO HAS THE
RI GHTS OF A HOLDER, OR (3) A PERSON NOT I N POSSESSI ON OF THE | NSTRUVENT
VWHO | S ENTI TLED TO ENFORCE THE | NSTRUMENT PURSUANT TO SECTI ON 3--309 OR
3--418(D). A PERSON MAY BE A PERSON ENTI TLED TO ENFORCE THE | NSTRUMENT
EVEN THOUGH THE PERSON |S NOI' THE OMNER OF THE I NSTRUMENT OR IS IN
VWRONGFUL POSSESSI ON OF THE | NSTRUMENT.

SECTI ON 3--302. HOLDER I'N DUE COURSE.

(A) SUBJECT TO SUBSECTION (C) AND SECTION 3--106(D), "HOLDER IN DUE
COURSE" MEANS THE HOLDER OF AN | NSTRUMENT | F:

(1) THE |INSTRUVENT WHEN | SSUED OR NEGOTI ATED TO THE HOLDER DOES NOT
BEAR SUCH APPARENT EVI DENCE OF FORGERY OR ALTERATION OR |'S NOT OTHERW SE
SO | RREGULAR OR | NCOWPLETE AS TO CALL INTO QUESTION | TS AUTHENTICITY;
AND

(2) THE HOLDER TOOK THE I NSTRUMENT (1) FOR VALUE, (11) I N GOOD FAITH,
(I'r1) WTHOUT NOTI CE THAT THE | NSTRUMENT IS OVERDUE OR HAS BEEN DI SHON-
ORED OR THAT THERE [|S AN UNCURED DEFAULT W TH RESPECT TO PAYMENT OF
ANOTHER | NSTRUVENT | SSUED AS PART OF THE SAME SERIES, (IV) W THOUT
NOTI CE THAT THE | NSTRUMENT CONTAI NS AN UNAUTHORI ZED SI GNATURE OR HAS
BEEN ALTERED, (V) WTHOUT NOTICE OF ANY CLAIM TO THE | NSTRUVENT
DESCRI BED | N SECTI ON 3--306, AND (VI) WTHOUT NOTI CE THAT ANY PARTY HAS
A DEFENSE OR CLAI M | N RECOUPMENT DESCRI BED I N SECTI ON 3--305(A).

(B) NOTI CE OF DI SCHARGE OF A PARTY, OTHER THAN DI SCHARGE IN AN | NSOL-
VENCY PROCEEDI NG IS NOT NOTI CE OF A DEFENSE UNDER SUBSECTI ON (A), BUT
DI SCHARGE | S EFFECTI VE AGAI NST A PERSON WHO BECAME A HOLDER |IN DUE
COURSE WTH NOTICE OF THE DI SCHARGE. PUBLI C FI LI NG OR RECORDI NG CF A
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DOCUMENT DCES NOT OF | TSELF CONSTI TUTE NOTICE O A DEFENSE, CLAIM IN
RECOUPMENT, OR CLAIM TO THE | NSTRUMENT.

(© EXCEPT TO THE EXTENT A TRANSFERCR COR PREDECESSOR | N | NTEREST HAS
RI GHTS AS A HOLDER I N DUE COURSE, A PERSON DOES NOT ACQUI RE RI GHTS OF A
HOLDER | N DUE COURSE OF AN | NSTRUMENT TAKEN (1) BY LEGAL PROCESS OR BY
PURCHASE | N AN EXECUTI ON, BANKRUPTCY, OR CREDITOR S SALE OR SIM LAR
PROCEEDI NG (2) BY PURCHASE AS PART OF A BULK TRANSACTI ON NOT I N ORDI -
NARY COURSE OF BUSI NESS OF THE TRANSFEROR, OR (3) AS THE SUCCESSCR IN
| NTEREST TO AN ESTATE OR OTHER ORGANI ZATI ON.

(D) I'F, UNDER SECTION 3--303(A)(1), THE PROM SE OF PERFORVMANCE THAT IS
THE CONSI DERATI ON FOR AN | NSTRUMENT HAS BEEN PARTI ALLY PERFORMED, THE
HOLDER MAY ASSERT RI GHTS AS A HOLDER IN DUE COURSE OF THE | NSTRUMENT
ONLY TO THE FRACTI ON OF THE AMOUNT PAYABLE UNDER THE | NSTRUMENT EQUAL TO
THE VALUE OF THE PARTI AL PERFORVANCE DI VI DED BY THE VALUE OF THE PROW
| SED PERFORVANCE.

(E) I'F (1) THE PERSON ENTI TLED TO ENFORCE AN | NSTRUMENT HAS ONLY A
SECURITY |INTEREST |IN THE I NSTRUVENT AND (2) THE PERSON OBLI GED TO PAY
THE | NSTRUVENT HAS A DEFENSE, CLAIM |IN RECOUPMENT, OR CLAIM TO THE
I NSTRUMENT THAT MAY BE ASSERTED AGAI NST THE PERSON WHO GRANTED THE SECU-
RITY | NTEREST, THE PERSON ENTI TLED TO ENFORCE THE | NSTRUVENT MAY ASSERT
RI GHTS AS A HOLDER I N DUE COURSE ONLY TO AN AMOUNT PAYABLE UNDER THE
I NSTRUMENT WHI CH, AT THE TI ME OF ENFORCEMENT OF THE | NSTRUMENT, DCES NOT
EXCEED THE AMOUNT OF THE UNPAI D OBLI GATI ON SECURED.

(F) TO BE EFFECTI VE, NOTI CE MUST BE RECEI VED AT A TIME AND I N A MANNER
THAT G VES A REASONABLE OPPORTUNI TY TO ACT ON I T.

(G TH'S SECTION IS SUBJECT TO ANY LAWLIM TI NG STATUS AS A HOLDER I N
DUE COURSE | N PARTI CULAR CLASSES OF TRANSACTI ONS.

SECTI ON 3--303. VALUE AND CONSI DERATI ON.

(A) AN I NSTRUMENT | S | SSUED OR TRANSFERRED FOR VALUE | F:

(1) THE I NSTRUMENT | S | SSUED OR TRANSFERRED FOR A PROM SE OF PERFORM
ANCE, TO THE EXTENT THE PROM SE HAS BEEN PERFORMED;

(2) THE TRANSFEREE ACQUI RES A SECURITY | NTEREST OR OTHER LI EN I N THE
I NSTRUMENT OTHER THAN A LI EN OBTAI NED BY JUDI CI AL PROCEEDI NG

(3) THE I NSTRUMENT | S | SSUED OR TRANSFERRED AS PAYMENT OF, OR AS SECU
RITY FOR, AN ANTECEDENT CLAI M AGAI NST ANY PERSON, WHETHER OR NOI' THE
CLAIM | S DUE;

(4) THE INSTRUMENT IS | SSUED OR TRANSFERRED | N EXCHANGE FOR A NEGOTI -
ABLE | NSTRUMENT; OR

(5) THE I NSTRUMENT | S | SSUED OR TRANSFERRED | N EXCHANGE FOR THE | NCUR-
RI NG OF AN | RREVOCABLE OBLI GATI ON TO A THI RD PARTY BY THE PERSON TAKI NG
THE | NSTRUVMENT.

(B) " CONSI DERATI ON' MEANS ANY CONSI DERATI ON SUFFI CI ENT TO SUPPORT A
SI MPLE CONTRACT. THE DRAVER OR MAKER COF AN | NSTRUVENT HAS A DEFENSE | F
THE |INSTRUMENT [|S [|SSUED W THOUT CONSI DERATION. | F AN | NSTRUVENT | S
| SSUED FOR A PROM SE OF PERFORMANCE, THE | SSUER HAS A DEFENSE TO THE
EXTENT PERFORVANCE OF THE PROM SE IS DUE AND THE PROM SE HAS NOT BEEN
PERFORMED. | F AN | NSTRUMENT | S | SSUED FOR VALUE AS STATED I N SUBSECTI ON
(A), THE INSTRUMENT IS ALSO | SSUED FOR CONSI DERATI ON.

SECTI ON 3--304. OVERDUE | NSTRUMENT.

(A) AN | NSTRUVENT PAYABLE ON DEMAND BECOVES OVERDUE AT THE EARLI EST OF
THE FOLLOW NG TI MES:

(1) ON THE DAY AFTER THE DAY DEMAND FOR PAYMENT | S DULY MADE;

(2) I'F THE I NSTRUMENT IS A CHECK, NI NETY DAYS AFTER I TS DATE; OR

(3) IF THE |INSTRUMENT 1S NOT A CHECK, WHEN THE | NSTRUVENT HAS BEEN
OUTSTANDI NG FOR A PERIGD OF TIME AFTER I TS DATE VWHICH |S UNREASONABLY
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LONG UNDER THE Cl RCUMSTANCES OF THE PARTI CULAR CASE IN LI GHT OF THE
NATURE OF THE | NSTRUMENT AND USAGE OF THE TRADE.

(B) WTH RESPECT TO AN |INSTRUMENT PAYABLE AT A DEFINITE TIME THE
FOLLOW NG RULES APPLY:

(1) I'F THE PRI NCI PAL | S PAYABLE I N | NSTALLMENTS AND A DUE DATE HAS NOT
BEEN ACCELERATED, THE | NSTRUMENT BECOVES OVERDUE UPON DEFAULT UNDER THE
| NSTRUMENT FOR NONPAYMENT OF AN | NSTALLMENT, AND THE | NSTRUMVENT REMAI NS
OVERDUE UNTI L THE DEFAULT | S CURED.

(2) I'F THE PRINCI PAL | S NOT PAYABLE I N | NSTALLMENTS AND THE DUE DATE
HAS NOI BEEN ACCELERATED, THE | NSTRUMENT BECOVES OVERDUE ON THE DAY
AFTER THE DUE DATE.

(3) IF A DUE DATE W TH RESPECT TO PRI NCl PAL HAS BEEN ACCELERATED, THE
I NSTRUMENT BECOVES OVERDUE ON THE DAY AFTER THE ACCELERATED DUE DATE.

(© UNLESS THE DUE DATE OF PRI NClI PAL HAS BEEN ACCELERATED, AN | NSTRU-
MENT DOES NOT BECOVE OVERDUE | F THERE | S DEFAULT | N PAYMENT OF | NTEREST
BUT NO DEFAULT I N PAYMENT OF PRI NCI PAL.

SECTI ON 3--305. DEFENSES AND CLAIMS | N RECOUPMENT; CLAIMS | N CONSUMER
TRANSACTI ONS.

(A) EXCEPT AS OTHERW SE PROVIDED IN THI S SECTI ON, THE RI GHT TO ENFORCE
THE OBLI GATI ON OF A PARTY TO PAY AN | NSTRUMENT | S SUBJECT TO THE FOLLOW
I NG

(1) A DEFENSE OF THE OBLI GOR BASED ON (1) INFANCY OF THE OBLIGOR TO
THE EXTENT |IT IS A DEFENSE TO A SI MPLE CONTRACT, (11) DURESS, LACK OF
LEGAL CAPACI TY, OR I LLEGALITY OF THE TRANSACTI ON WH CH, UNDER OTHER LAW
NULLI FI ES THE OBLI GATION OF THE OBLIGOR, (I11) FRAUD THAT |NDUCED THE
OBLIGOR TO SIGN THE | NSTRUMENT W TH NEI THER KNOALEDGE NOR REASONABLE
OPPORTUNI TY TO LEARN OF I TS CHARACTER OR I TS ESSENTI AL TERMS, OR (IV)
DI SCHARGE OF THE OBLI GOR | N | NSOLVENCY PROCEEDI NGS;

(2) A DEFENSE OF THE OBLI GOR STATED I N ANOTHER SECTI ON OF THI S ARTI CLE
OR A DEFENSE OF THE OBLI GOR THAT WOULD BE AVAI LABLE | F THE PERSON ENTI -
TLED TO ENFORCE THE | NSTRUVENT WERE ENFORCI NG A RI GHT TO PAYMENT UNDER A
SI MPLE CONTRACT; AND

(3) A CLAIMIN RECOUPMENT OF THE OBLI GOR AGAI NST THE ORI G NAL PAYEE OF
THE | NSTRUVENT | F THE CLAI M AROSE FROM THE TRANSACTI ON THAT GAVE RI SE TO
THE | NSTRUVENT; BUT THE CLAIM OF THE OBLI GOR MAY BE ASSERTED AGAI NST A
TRANSFEREE OF THE |INSTRUMENT ONLY TO REDUCE THE AMOUNT OW NG ON THE
I NSTRUMENT AT THE TI ME THE ACTI ON | S BROUGHT.

(B) THE RIGHT OF A HOLDER I N DUE COURSE TO ENFORCE THE OBLI GATI ON CF A
PARTY TO PAY THE | NSTRUMENT | S SUBJECT TO DEFENSES OF THE OBLI GOR STATED
I N SUBSECTION (A) (1), BUT IS NOT SUBJECT TO DEFENSES OF THE OBLIGOR
STATED I N SUBSECTI ON (A)(2) OR CLAI M5 | N RECOUPMENT STATED | N SUBSECTI ON
(A) (3) AGAINST A PERSON OTHER THAN THE HOLDER.

(© EXCEPT AS STATED IN SUBSECTION (D), I N AN ACTI ON TO ENFORCE THE
OBLI GATI ON OF A PARTY TO PAY THE | NSTRUMENT, THE OBLI GOR MAY NOT ASSERT
AGAI NST THE PERSON ENTI TLED TO ENFORCE THE | NSTRUMENT A DEFENSE, CLAI M
| N RECOUPMENT, OR CLAI M TO THE | NSTRUMENT (SECTION 3--306) OF ANOTHER
PERSON, BUT THE OTHER PERSON S CLAI M TO THE | NSTRUMENT MAY BE ASSERTED
BY THE OBLIGCR |IF THE OIHER PERSON |S JONED IN THE ACTION AND
PERSONALLY ASSERTS THE CLAI M AGAI NST THE PERSON ENTI TLED TO ENFORCE THE
I NSTRUMENT. AN OBLIGOR IS NOT OBLIGED TO PAY THE |INSTRUMENT |F THE
PERSON SEEKI NG ENFORCEMENT OF THE | NSTRUMENT DOES NOT HAVE RI GHTS OF A
HOLDER | N DUE COURSE AND THE OBLI GOR PROVES THAT THE |INSTRUMENT IS A
LCST OR STOLEN | NSTRUMENT.

(D) IN AN ACTION TO ENFORCE THE OBLI GATI ON OF AN ACCOMMODATI ON PARTY
TO PAY AN | NSTRUMENT, THE ACCOVMODATI ON PARTY MAY ASSERT AGAINST THE
PERSON ENTITLED TO ENFORCE THE | NSTRUVENT ANY DEFENSE OR CLAIMIN
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RECOUPMENT UNDER SUBSECTI ON (A) THAT THE ACCOMMODATED PARTY COULD ASSERT
AGAI NST THE PERSON ENTITLED TO ENFORCE THE | NSTRUMENT, EXCEPT THE
DEFENSES OF DI SCHARGE | N | NSOLVENCY PROCEEDI NGS, | NFANCY, AND LACK OF
LEGAL CAPACI TY.

(E) IN A CONSUMER TRANSACTI ON, | F LAW OTHER THAN THI S ARTI CLE REQUI RES
THAT AN | NSTRUMENT | NCLUDE A STATEMENT TO THE EFFECT THAT THE RI GHTS OF
A HOLDER OR TRANSFEREE ARE SUBJECT TO A CLAI M OR DEFENSE THAT THE | SSUER
COULD ASSERT AGAI NST THE ORI Gl NAL PAYEE, AND THE |NSTRUMENT DOES NOT
| NCLUDE SUCH A STATEMENT:

(1) THE | NSTRUMVENT HAS THE SAME EFFECT AS | F THE | NSTRUVENT | NCLUDED
SUCH A STATEMENT:

(2) THE | SSUER MAY ASSERT AGAI NST THE HOLDER OR TRANSFEREE ALL CLAI MS
AND ~ DEFENSES THAT WOULD HAVE BEEN AVAI LABLE | F THE | NSTRUVENT | NCLUDED
SUCH A STATEMENT: AND

(3) THE EXTENT TO WHI CH CLAI M5 MAY BE ASSERTED AGAI NST THE HOLDER OR
TRANSFEREE | S DETERM NED AS | F THE | NSTRUVENT | NCLUDED SUCH A STATEMENT.

(F) TH'S SECTION |'S SUBJECT TO LAW OTHER THAN THI S ARTI CLE THAT ESTAB-
LI SHES A DI FFERENT RULE FOR CONSUMER TRANSACTI ONS.

SECTI ON 3--306. CLAIMS TO AN | NSTRUVENT.

A PERSON TAKI NG AN | NSTRUVENT, OTHER THAN A PERSON HAVI NG RI GHTS OF A
HOLDER | N DUE COURSE, |S SUBJECT TO A CLAIM OF A PROPERTY OR POSSESSORY
RIGHT |N THE | NSTRUVENT OR | TS PROCEEDS, | NCLUDING A CLAIM TO RESCI ND A
NEGOTI ATI ON AND TO RECOVER THE | NSTRUMENT OR |TS PROCEEDS. A PERSON
HAVING RIGHTS OF A HOLDER | N DUE COURSE TAKES FREE OF THE CLAIM TO THE
| NSTRUVENT.

SECTI ON 3--307. NOTI CE OF BREACH OF FI DUCI ARY DUTY.

(A) IN TH S SECTI ON:

1) "FIDUCI ARY" MEANS AN AGENT, TRUSTEE, PARTNER, CORPORATE OFFI CER OR
DI RECTOR, OR OTHER REPRESENTATI VE OW NG A FI DUCI ARY DUTY W TH RESPECT TO
AN | NSTRUVENT.

(2) "REPRESENTED PERSON' MEANS THE PRINCI PAL, BENEFICl ARY, PARTNER-
SHI P, CORPORATI ON, OR OTHER PERSON TO WHOM THE DUTY STATED | N PARAGRAPH
(1) 1S OAED.

(B) IF (1) AN INSTRUVENT IS TAKEN FROM A FIDUCI ARY FOR PAYMENT OR
COLLECTION "OR FOR VALUE, (2) THE TAKER HAS KNOALEDGE OF THE FI DUCI ARY
STATUS OF THE FI DUCI ARY, AND (3) THE REPRESENTED PERSON MAKES A CLAI M TO
THE | NSTRUMENT OR | TS PROCEEDS ON THE BASI S THAT THE TRANSACTI ON OF THE
FI DUCI ARY |'S A BREACH OF FI DUCI ARY DUTY, THE FOLLOW NG RULES APPLY:

(1) NOTICE OF BREACH OF FIDUCI ARY DUTY BY THE FIDUCI ARY |'S NOTI CE OF
THE CLAI M OF THE REPRESENTED PERSON.

(11) IN THE CASE OF AN | NSTRUVENT PAYABLE TO THE REPRESENTED PERSON OR
THE Fl DUCI ARY AS SUCH, THE TAKER HAS NOTI CE OF THE BREACH OF FI DUCI ARY
DUTY |F THE INSTRUMENT IS (A) TAKEN | N PAYMENT OF OR AS SECURI TY FOR A
DEBT KNOWN BY THE TAKER TO BE THE PERSONAL DEBT OF THE FIDUCI ARY, (B)
TAKEN | N A TRANSACTI ON KNOAN BY THE TAKER TO BE FOR THE PERSONAL BENEFI T
OF THE FIDUCI ARY, OR (C) DEPOSI TED TO AN ACCOUNT OTHER THAN AN ACCOUNT
OF THE FI DUCI ARY, AS SUCH, OR AN ACCOUNT OF THE REPRESENTED PERSON.

(I'11) IF AN I NSTRUVENT IS | SSUED BY THE REPRESENTED PERSON OR THE
FIDUCI ARY AS SUCH AND MADE PAYABLE TO THE FI DUCI ARY PERSONALLY, THE
TAKER DOES NOT HAVE NOTI CE OF THE BREACH OF FIDUCI ARY DUTY UNLESS THE
TAKER KNOAS OF THE BREACH OF FI DUCI ARY DUTY.

(I'V) |F AN | NSTRUVENT |'S | SSUED BY THE REPRESENTED PERSON OR THE FI DU-
Cl ARY AS SUCH, TO THE TAKER AS PAYEE, THE TAKER HAS NOTI CE OF THE BREACH
OF FIDUCIARY DUTY IF THE INSTRUVENT IS (A) TAKEN | N PAYMENT OF OR AS
SECURI TY FOR A DEBT KNOAN BY THE TAKER TO BE THE PERSONAL DEBT OF THE
FIDUCI ARY, (B) TAKEN IN A TRANSACTI ON KNOWN BY THE TAKER TO BE FOR THE
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PERSONAL BENEFI T OF THE FI DUCI ARY, OR (C) DEPCSI TED TO AN ACCOUNT OTHER
THAN AN ACCOUNT OF THE FI DUCI ARY, AS SUCH, OR AN ACCOUNT OF THE REPRES-
ENTED PERSON.

SECTI ON 3--308. PROOF OF SI GNATURES AND STATUS AS HOLDER | N DUE COURSE.

(A) IN AN ACTION W TH RESPECT TO AN | NSTRUVENT, THE AUTHENTI CI TY OF,
AND AUTHORI TY TO MAKE, EACH SIGNATURE ON THE |INSTRUMENT |S ADM TTED
UNLESS SPECI FI CALLY DENIED I N THE PLEADINGS. |F THE VALIDI TY OF A SI GNA-
TURE |S DENIED I N THE PLEADI NGS, THE BURDEN OF ESTABLI SHING VALIDITY IS
ON THE PERSON CLAI M NG VALI DI TY, BUT THE SIGNATURE IS PRESUMED TO BE
AUTHENTI C  AND AUTHORI ZED UNLESS THE ACTION IS TO ENFORCE THE LI ABI LI TY
OF THE PURPORTED SI GNER AND THE SIGNER |'S DEAD OR | NCOWPETENT AT THE
TIME OF TRIAL OF THE | SSUE OF VALI DI TY OF THE SI GNATURE. | F AN ACTI ON TO
ENFORCE THE | NSTRUMENT |S BROUGHT AGAINST A PERSON AS THE UNDI SCLOSED
PRINCI PAL OF A PERSON WHO SIGNED THE |NSTRUMENT AS A PARTY TO THE
| NSTRUVMENT, THE PLAINTIFF HAS THE BURDEN OF ESTABLI SH NG THAT THE
DEFENDANT | S LI ABLE ON THE | NSTRUMENT AS A REPRESENTED PERSON UNDER
SECTI ON 3- - 402( A) .

(B) |F THE VALIDI TY OF SI GNATURES |'S ADM TTED OR PROVED AND THERE IS
COVPLI ANCE W TH SUBSECTI ON (A), A PLAI NTI FF PRODUCI NG THE | NSTRUMENT IS
ENTI TLED TO PAYMENT | F THE PLAI NTI FF PROVES ENTI TLEMENT TO ENFORCE THE
| NSTRUVENT UNDER SECTI ON 3-- 301, UNLESS THE DEFENDANT PROVES A DEFENSE
OR CLAIM | N RECOUPMENT. |F A DEFENSE OR CLAI M | N RECOUPMENT |'S PROVED,
THE R GHT TO PAYMENT OF THE PLAINTIFF |S SUBJECT TO THE DEFENSE OR
CLAIM EXCEPT TO THE EXTENT THE PLAI NTI FF PROVES THAT THE PLAI NTI FF HAS
RI GHTS OF A HOLDER | N DUE COURSE WH CH ARE NOT SUBJECT TO THE DEFENSE OR
CLAI M
SECTI ON 3--309. ENFORCEMENT OF LOST, DESTROYED, OR STOLEN | NSTRUMENT.

(A) A PERSON NOT | N POSSESSI ON OF AN | NSTRUMVENT |'S ENTI TLED TO ENFORCE
THE | NSTRUMENT | F:

(1) THE PERSON SEEKI NG TO ENFORCE THE | NSTRUVENT:

(A) WAS ENTI TLED TO ENFORCE THE | NSTRUMENT WHEN LOSS OF POSSESSI ON
OCCURRED; OR

(B) HAS DIRECTLY OR | NDI RECTLY ACQUI RED OANERSHI P OF THE | NSTRUMENT
FROM A PERSON WHO WAS ENTI TLED TO ENFORCE THE | NSTRUVMENT WHEN LOSS OF
POSSESS| ON' OCCURRED;

(2) THE LOSS OF POSSESSI ON WAS NOT THE RESULT OF A TRANSFER BY THE
PERSON OR A LAWFUL SEI ZURE; AND

(3) THE PERSON CANNOT REASONABLY OBTAI N POSSESSI ON OF THE | NSTRUMENT
BECAUSE THE | NSTRUVENT WAS DESTROYED, | TS WHEREABOUTS CANNOT BE DETER-
MNED, ORIT IS IN THE WRONGFUL POSSESSI ON OF AN UNKNOWN PERSON OR A
PERSON THAT CANNOT BE FOUND OR |'S NOT AMENABLE TO SERVI CE OF PROCESS.

(B) A PERSON SEEKI NG ENFORCEMENT OF AN | NSTRUVENT UNDER SUBSECTI ON ( A)
MUST PROVE THE TERMS OF THE | NSTRUMVENT AND THE PERSON S RI GHT TO ENFORCE
THE |NSTRUMENT. |F THAT PROOF |'S MADE, SECTI ON 3--308 APPLIES TO THE
CASE AS | F THE PERSON SEEKI NG ENFORCEMENT HAD PRODUCED THE | NSTRUNMENT.
THE COURT MAY NOT ENTER JUDGMENT | N FAVOR OF THE PERSON SEEKI NG ENFORCE-
MENT UNLESS |T FINDS THAT THE PERSON REQUI RED TO PAY THE | NSTRUMENT | S
ADEQUATELY PROTECTED AGAI NST LOSS THAT M GHT OCCUR BY REASON OF A CLAI M
BY ANOTHER PERSON TO ENFORCE THE | NSTRUMENT. ADEQUATE PROTECTI ON MAY BE
PROVI DED BY ANY REASONABLE MEANS.

SECTI ON 3--310. EFFECT OF | NSTRUVENT ON OBLI GATI ON FOR WHI CH TAKEN.

(A) UNLESS OTHERW SE AGREED, |F A CERTI FI ED CHECK, CASHI ER S CHECK, OR
TELLER S CHECK |'S TAKEN FOR AN OBLI GATI ON, THE OBLI GATION |'S DI SCHARGED
TO THE SAME EXTENT DI SCHARGE WOULD RESULT | F AN AMOUNT OF MONEY EQUAL TO
THE AMOUNT OF THE | NSTRUMENT VERE TAKEN | N PAYMENT OF THE OBLI GATI ON.
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DI SCHARGE OF THE OBLI GATI ON DOES NOT AFFECT ANY LI ABILITY THAT THE OBLI -
GOR MAY HAVE AS AN | NDORSER OF THE | NSTRUMENT.

(B) UNLESS OTHERW SE AGREED AND EXCEPT AS PROVI DED I N SUBSECTI ON (A),
I F A NOTE OR AN UNCERTI FI ED CHECK | S TAKEN FOR AN OBLI GATI ON, THE OBLI -
GATION |S SUSPENDED TO THE SAME EXTENT THE OBLI GATION WOULD BE
DI SCHARGED | F AN AMOUNT OF MONEY EQUAL TO THE AMOUNT OF THE | NSTRUMENT
VWERE TAKEN, AND THE FOLLOW NG RULES APPLY:

(1) |IN THE CASE OF AN UNCERTI FI ED CHECK, SUSPENSI ON OF THE OBLI GATI ON
CONTI NUES UNTIL DI SHONOR OF THE CHECK OR UNTIL I'T IS PAID OR CERTI FI ED.
PAYMENT OR CERTI FI CATION OF THE CHECK RESULTS I N DI SCHARGE OF THE OBLI -
GATION TO THE EXTENT OF THE AMOUNT OF THE CHECK.

(2) IN THE CASE OF A NOTE, SUSPENSION COF THE OBLI GATI ON CONTI NUES
UNTIL DI SHONOR OF THE NOTE OR UNTIL IT IS PAID. PAYMENT OF THE NOTE
RESULTS | N DI SCHARGE OF THE OBLI GATI ON TO THE EXTENT OF THE PAYMENT.

(3) EXCEPT AS PROVIDED I N PARAGRAPH (4), IF THE CHECK OR NOTE 1S
DI SHONORED AND THE OBLI GEE OF THE OBLI GATI ON FOR VWHI CH THE | NSTRUMENT
WAS TAKEN | S THE PERSON ENTI TLED TO ENFORCE THE | NSTRUMENT, THE OBLI GEE
MAY ENFORCE EITHER THE | NSTRUMVENT OR THE OBLI GATION. I N THE CASE OF AN
| NSTRUMENT OF A THI RD PERSON VWHI CH | S NEGOTI ATED TO THE OBLI GEE BY THE
OBLI GOR, DI SCHARGE OF THE OBLI GOR ON THE | NSTRUMENT ALSO DI SCHARGES THE
OBLI GATI ON.

(4) I'F THE PERSON ENTI TLED TO ENFORCE THE |INSTRUMENT TAKEN FOR AN
OBLIGATION IS A PERSON OIHER THAN THE OBLI GEE, THE OBLI GEE MAY NOT
ENFORCE THE OBLI GATI ON TO THE EXTENT THE OBLI GATI ON | S SUSPENDED. | F THE
OBLI GEE | S THE PERSON ENTI TLED TO ENFORCE THE | NSTRUMVENT BUT NO LONGER
HAS POSSESSION OF | T BECAUSE | T WAS LOST, STOLEN, OR DESTROYED, THE
OBLI GATI ON MAY NOT BE ENFORCED TO THE EXTENT OF THE AMOUNT PAYABLE ON
THE | NSTRUMENT, AND TO THAT EXTENT THE OBLI GEE'S Rl GHTS AGAI NST THE
OBLI GOR ARE LI M TED TO ENFORCEMENT OF THE | NSTRUMENT.

(© IF AN I NSTRUVENT OTHER THAN ONE DESCRI BED | N SUBSECTI ON (A) OR (B)
IS TAKEN FOR AN OBLI GATI ON, THE EFFECT IS (1) THAT STATED IN SUBSECTI ON
(A) IF THE INSTRUVENT IS ONE ON WH CH A BANK IS LI ABLE AS MAKER OR
ACCEPTOR, OR (2) THAT STATED I N SUBSECTION (B) I N ANY OTHER CASE.

SECTI ON 3--311. ACCORD AND SATI SFACTI ON BY USE OF | NSTRUVMENT.

(A) IF A PERSON AGAI NST WVHOM A CLAI M | S ASSERTED PROVES THAT (1) THAT
PERSON IN GOOD FAITH TENDERED AN | NSTRUVENT TO THE CLAI MANT AS FULL
SATI SFACTION OF THE CLAIM (2) THE AMOUNT OF THE CLAI M WAS UNLI QUI DATED
OR SUBJECT TO A BONA FI DE DI SPUTE, AND (3) THE CLAI MANT OBTAI NED PAYMENT
OF THE | NSTRUMENT, THE FOLLOW NG SUBSECTI ONS APPLY.

(B) UNLESS SUBSECTION (C) APPLIES, THE CLAIMIS DI SCHARGED | F THE
PERSON AGAI NST WHOM THE CLAI M | S ASSERTED PROVES THAT THE | NSTRUMENT OR
AN  ACCOVPANYI NG WRI TTEN COMVUNI CATI ON CONTAI NED A CONSPI CUOUS STATEMENT
TO THE EFFECT THAT THE | NSTRUMENT WAS TENDERED AS FULL SATI SFACTI ON OF
THE CLAI M

(© SUBJECT TO SUBSECTION (D), A CLAIM IS NOT D SCHARGED UNDER
SUBSECTI ON (B) I F EI THER OF THE FOLLON NG APPLI ES:

(1) THE CLAI MANT, |F AN ORGANI ZATI ON, PROVES THAT (1) W TH N A REASON-
ABLE TI ME BEFORE THE TENDER, THE CLAI MANT SENT A CONSPI CUOUS STATEMENT
TO THE PERSON AGAINST WHOM THE CLAIM IS ASSERTED THAT COMMUNI CATI ONS
CONCERNI NG DI SPUTED DEBTS, | NCLUDI NG AN | NSTRUMENT TENDERED AS FULL
SATI SFACTION OF A DEBT, ARE TO BE SENT TO A DESI GNATED PERSON, OFFI CE,
OR PLACE, AND (I1) THE I NSTRUVENT OR ACCOVPANYI NG COMMUNI CATI ON WAS NOT
RECEI VED BY THAT DESI GNATED PERSON, OFFI CE, OR PLACE.

(2) THE CLAI MANT, WHETHER OR NOT AN ORGANI ZATI ON, PROVES THAT W THI N
NI NETY DAYS AFTER PAYMENT OF THE | NSTRUMENT, THE CLAI MANT TENDERED
REPAYMENT OF THE AMOUNT OF THE | NSTRUMENT TO THE PERSON AGAI NST WHOM THE
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CLAIM |S ASSERTED. THI S PARAGRAPH DOES NOT APPLY | F THE CLAI MANT IS AN
ORGANI ZATI ON THAT SENT A STATEMENT COMPLYI NG W TH PARAGRAPH (1) (1).

(D) A CLAIM IS DI SCHARGED |F THE PERSON AGAI NST WHOM THE CLAIM | S
ASSERTED PROVES THAT W THI N A REASONABLE TI ME BEFORE COLLECTION OF THE
| NSTRUMENT WAS | NI TIATED, THE CLAIMANT, OR AN AGENT OF THE CLAI MANT
HAVI NG DI RECT RESPONSI Bl LI TY W TH RESPECT TO THE DI SPUTED OBLI GATI ON,
KNEW THAT THE | NSTRUVENT WAS TENDERED | N FULL SATI SFACTI ON OF THE CLAI M
SECTI ON 3--312. LOST, DESTROYED, OR STOLEN CASHI ER S CHECK, TELLER S

CHECK, OR CERTI FI ED CHECK.

(A) IN TH S SECTI O\

(1) "CHECK' MEANS A CASHIER S CHECK, TELLER S CHECK, OR CERTIFIED
CHECK.

(2) "CLAIMANT" MEANS A PERSON WHO CLAIMS THE RI GHT TO RECEl VE THE
AMOUNT OF A CASHI ER S CHECK, TELLER S CHECK, OR CERTI FI ED CHECK THAT WAS
LOST, DESTROYED, OR STOLEN.

(3) "DECLARATI ON OF LOSS' MEANS A STATEMENT, MADE IN A RECORD UNDER
PENALTY OF PERJURY, TO THE EFFECT THAT (1) THE DECLARER LOST POSSESSI ON
OF A CHECK, (II) THE DECLARER IS THE DRAWER OR PAYEE OF THE CHECK, IN
THE CASE OF A CERTI FI ED CHECK, OR THE REM TTER OR PAYEE OF THE CHECK, IN
THE CASE OF A CASHIER S CHECK OR TELLER S CHECK, (111) THE LOSS OF
POSSESSI ON WAS NOT THE RESULT OF A TRANSFER BY THE DECLARER OR A LAWFUL
SEI ZURE, AND (IV) THE DECLARER CANNOT REASONABLY OBTAI N POSSESSI ON OF
THE CHECK BECAUSE THE CHECK WAS DESTROYED, |TS WHEREABOUTS CANNOT BE
DETERM NED, OR IT IS IN THE WRONGFUL POSSESSI ON OF AN UNKNOWN PERSON OR
A PERSON THAT CANNOT BE FOUND OR |'S NOT AMENABLE TO SERVI CE OF PROCESS.

(4) "OBLI GATED BANK" MEANS THE | SSUER OF A CASHI ER S CHECK OR TELLER S
CHECK OR THE ACCEPTOR OF A CERTI FI ED CHECK.

(B) A CLAI MANT MAY ASSERT A CLAIM TO THE AMOUNT OF A CHECK BY A COVM-
NI CATI ON TO THE OBLI GATED BANK DESCRIBING THE CHECK WTH REASONABLE
CERTAI NTY AND REQUESTI NG PAYMENT OF THE AMOUNT OF THE CHECK, |F (1) THE
CLAI MANT |'S THE DRAWER OR PAYEE OF A CERTI FI ED CHECK OR THE REM TTER OR
PAYEE OF A CASHER S CHECK OR TELLER S CHECK, (2) THE COVMUNI CATI ON
CONTAI NS OR |'S ACCOVPANI ED BY A DECLARATI ON OF LOSS OF THE CLAI MANT W TH
RESPECT TO THE CHECK, (3) THE COMMUNI CATI ON | S RECEI VED AT A TIME AND I N
A MANNER AFFORDI NG THE BANK A REASONABLE TIME TO ACT ON | T BEFORE THE
CHECK IS PAID, AND (4) THE CLAI MANT PROVI DES REASONABLE | DENTI FI CATI ON
| F REQUESTED BY THE OBLI GATED BANK. DELIVERY OF A DECLARATI ON OF LOSS IS
A WARRANTY OF THE TRUTH OF THE STATEMENTS MADE | N THE DECLARATION. IF A
CLAIM |S ASSERTED IN COWPLIANCE W TH THI S SUBSECTI ON, THE FOLLOW NG
RULES APPLY:

(1) THE CLAI M BECOVES ENFORCEABLE AT THE LATER OF (1) THE TIME THE
CLAIM IS ASSERTED, OR (I1) THE NI NETI ETH DAY FOLLON NG THE DATE OF THE
CHECK, | N THE CASE OF A CASHI ER S CHECK OR TELLER S CHECK, OR THE NI NE-
TIETH DAY FOLLON NG THE DATE OF THE ACCEPTANCE, | N THE CASE OF A CERTI -
FI ED CHECK.

(2) UNTIL THE CLAI M BECOVES ENFORCEABLE, |T HAS NO LEGAL EFFECT AND
THE ~OBLI GATED BANK MAY PAY THE CHECK OR |IN THE CASE OF A TELLER S
CHECK, MAY PERM T THE DRAWEE TO PAY THE CHECK. PAYMENT TO A PERSON ENTI -
TLED TO ENFORCE THE CHECK DI SCHARGES ALL LI ABI LI TY OF THE OBLI GATED BANK
W TH RESPECT TO THE CHECK.

(3) |F THE CLAI M BECOVES ENFORCEABLE BEFORE THE CHECK |'S PRESENTED FOR
PAYMENT, THE OBLI GATED BANK |'S NOT OBLI GED TO PAY THE CHECK.

(4) WHEN THE CLAl M BECOVES ENFORCEABLE, THE OBLI GATED BANK BECOVES
OBLI GED TO PAY THE AMOUNT OF THE CHECK TO THE CLAI MANT | F PAYMENT OF THE
CHECK HAS NOT BEEN MADE TO A PERSON ENTI TLED TO ENFORCE THE CHECK.
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SUBJECT TO SECTI ON 4-302(A) (1), PAYMENT TO THE CLAI MANT DI SCHARGES ALL
LI ABI LI TY OF THE OBLI GATED BANK W TH RESPECT TO THE CHECK.

(© |IF THE OBLIGATED BANK PAYS THE AMOUNT OF A CHECK TO A CLAI MANT
UNDER SUBSECTI ON (B)(4) AND THE CHECK IS PRESENTED FOR PAYMENT BY A
PERSON HAVI NG RI GHTS OF A HOLDER | N DUE COURSE, THE CLAI MANT | S OBLI GED
TO (1) REFUND THE PAYMENT TO THE OBLI GATED BANK | F THE CHECK IS PAID, OR
(2) PAY THE AMOUNT OF THE CHECK TO THE PERSON HAVI NG RI GATS OF A HOLDER
IN DUE COURSE | F THE CHECK | S DI SHONCRED.

(D) I'F A CLAI MANT HAS THE RI GHT TO ASSERT A CLAI M UNDER SUBSECTI ON ( B)
AND IS ALSO A PERSON ENTI TLED TO ENFORCE A CASH ER S CHECK, TELLER S
CHECK, OR CERTIFIED CHECK VHHCH IS LOST, DESTROYED, OR STOLEN, THE
CLAI MANT MAY ASSERT RI GHTS W TH RESPECT TO THE CHECK ElI THER UNDER THI S
SECTI ON OR SECTI ON 3--309.

PART 4
LI ABI LI TY OF PARTIES
SECTI ON 3--401. S| GNATURE.

(A) A PERSON IS NOT LI ABLE ON AN | NSTRUMENT UNLESS (1) THE PERSON
SIGNED THE | NSTRUMVENT, OR (2) THE PERSON | S REPRESENTED BY AN AGENT OR
REPRESENTATI VE WHO SI GNED THE | NSTRUMENT AND THE SI GNATURE |'S Bl NDI NG ON
THE REPRESENTED PERSON UNDER SECTI ON 3--402.

(B) A SIGNATURE MAY BE MADE (1) MANUALLY OR BY MEANS CF A DEVICE OR
MACHI NE, AND (2) BY THE USE OF ANY NAME, | NCLUDI NG A TRADE OR ASSUMED
NAMVE, OR BY A WORD, MARK, OR SYMBOL EXECUTED OR ADOPTED BY A PERSON W TH
PRESENT | NTENTI ON TO AUTHENTI CATE A VRI TI NG
SECTI ON 3--402. S| GNATURE BY REPRESENTATI VE.

(A) IF A PERSON ACTING OR PURPORTING TO ACT, AS A REPRESENTATIVE
SIGNS AN | NSTRUMENT BY SI GNI NG El THER THE NAME OF THE REPRESENTED PERSON
OR THE NAME OF THE SI GNER, THE REPRESENTED PERSON | S BOUND BY THE S| GNA-
TURE TO THE SAME EXTENT THE REPRESENTED PERSON WOULD BE BOUND | F THE
SI GNATURE WERE ON A SI MPLE CONTRACT. | F THE REPRESENTED PERSON | S BOUND,
THE SI GNATURE OF THE REPRESENTATI VE IS THE " AUTHORI ZED SI GNATURE OF THE
REPRESENTED PERSON' AND THE REPRESENTED PERSON IS LI ABLE ON THE | NSTRU-
MENT, WHETHER OR NOT | DENTI FI ED I N THE | NSTRUMENT.

(B) I'F A REPRESENTATI VE SIGNS THE NAME OF THE REPRESENTATIVE TO AN
I NSTRUMENT  AND THE SI GNATURE |'S AN AUTHORI ZED SI GNATURE OF THE REPRES-
ENTED PERSON, THE FOLLOW NG RULES APPLY:

(1) IF THE FORM OF THE SI GNATURE SHOAS UNAMBI GUOUSLY THAT THE Sl GNA-
TURE |S MADE ON BEHALF OF THE REPRESENTED PERSON WHO IS | DENTI FI ED I N
THE | NSTRUVENT, THE REPRESENTATI VE |'S NOT LI ABLE ON THE | NSTRUMENT.

(2) SUBJECT TO SUBSECTION (C), IF (1) THE FORM OF THE SI GNATURE DOCES
NOT  SHOW UNAMBI GUOUSLY THAT THE SI GNATURE |S MADE | N A REPRESENTATI VE
CAPACI TY OR (11) THE REPRESENTED PERSON IS NOT | DENTI FI ED I N THE | NSTRU-
MVENT, THE REPRESENTATIVE |'S LI ABLE ON THE | NSTRUMENT TO A HOLDER I N DUE
COURSE THAT TOOK THE | NSTRUMENT W THOUT NOTI CE THAT THE REPRESENTATI VE
WAS NOT | NTENDED TO BE LI ABLE ON THE | NSTRUMENT. WTH RESPECT TO ANY
OTHER PERSON, THE REPRESENTATI VE |'S LI ABLE ON THE | NSTRUMENT UNLESS THE
REPRESENTATI VE PROVES THAT THE ORIG NAL PARTIES DID NOI' |INTEND THE
REPRESENTATI VE TO BE LI ABLE ON THE | NSTRUMENT.

(© |IF A REPRESENTATI VE SI GNS THE NAME OF THE REPRESENTATI VE AS DRAVER
OF A CHECK W THOUT | NDI CATI ON OF THE REPRESENTATI VE STATUS AND THE CHECK
IS PAYABLE FROM AN ACCOUNT OF THE REPRESENTED PERSON WHO | S | DENTI FI ED
ON THE CHECK, THE SIGNER I'S NOT LI ABLE ON THE CHECK | F THE SI GNATURE | S
AN AUTHORI ZED SI GNATURE OF THE REPRESENTED PERSON.

SECTI ON 3--403. UNAUTHORI ZED S| GNATURE.

(A) UNLESS OTHERW SE PROVIDED IN THI S ARTI CLE OR ARTI CLE 4, AN UNAU

THORI ZED SI GNATURE |'S | NEFFECTI VE EXCEPT AS THE SI GNATURE OF THE UNAU-



Co~NOoOUIT~hWNE

S. 5901 33

THORI ZED SI GNER | N FAVOR OF A PERSON WWHO | N GOOD FAI TH PAYS THE | NSTRU-
MENT OR TAKES | T FOR VALUE. AN UNAUTHORI ZED S| GNATURE MAY BE RATI FI ED
FOR ALL PURPCSES OF TH' S ARTI CLE.

(B) |F THE SI GNATURE OF MORE THAN ONE PERSON | S REQUI RED TO CONSTI TUTE
THE AUTHORI ZED S| GNATURE OF AN ORGANI ZATI ON, THE SI GNATURE OF THE ORGAN-
| ZATI ON | S UNAUTHORI ZED | F ONE OF THE REQUI RED S| GNATURES | S LACKI NG

(C) THE CIVIL OR CRIM NAL LIABILITY OF A PERSON WHO MAKES AN UNAUTHOR-
| ZED SIGNATURE |S NOT AFFECTED BY ANY PROVI SION OF TH S ARTI CLE WH CH
MAKES THE UNAUTHORI ZED S| GNATURE EFFECTIVE FOR THE PURPCSES OF TH'S
ARTI| CLE.

SECTI ON 3- - 404. | MPOSTORS; FI CTI TI OUS PAYEES.

(A IF AN [MPOSTOR, BY USE OF THE MAILS OR OTHERW SE, | NDUCES THE
| SSUER OF AN | NSTRUMVENT TO | SSUE THE | NSTRUVENT TO THE | MPOSTOR, OR TO A
PERSON ACTI NG | N CONCERT W TH THE | MPOSTOR, BY | MPERSONATI NG THE PAYEE
OF THE INSTRUMENT OR A PERSON AUTHORI ZED TO ACT FOR THE PAYEE, AN
| NDORSEMENT OF THE | NSTRUMENT BY ANY PERSON | N THE NAME OF THE PAYEE IS
EFFECTIVE AS THE | NDORSEMENT OF THE PAYEE | N FAVOR OF A PERSON WHO, | N
GOOD FAI TH, PAYS THE | NSTRUVENT OR TAKES | T FOR VALUE OR FOR COLLECTI ON.

(B) IF (1) A PERSON WHOSE | NTENT DETERM NES TO WHOM AN | NSTRUMENT |S
PAYABLE (SECTI ON 3--110) DOES NOT | NTEND THE PERSON | DENTI FI ED AS PAYEE
TO HAVE ANY | NTEREST I N THE | NSTRUMENT, OR (2) THE PERSON | DENTI FIED AS
PAYEE OF AN | NSTRUMENT IS A FI CTI TI OUS PERSON, THE FOLLOW NG RULES APPLY
UNTI L THE | NSTRUVENT |S NEGOTI ATED BY SPECI AL | NDORSEMENT:

(1) ANY PERSON | N POSSESSI ON OF THE | NSTRUMENT IS | TS HOLDER.

(11) AN | NDORSEMENT BY ANY PERSON | N THE NAME OF THE PAYEE STATED IN
THE | NSTRUMENT |'S EFFECTI VE AS THE | NDORSEMENT OF THE PAYEE | N FAVOR OF
A PERSON WHO, | N GOOD FAI TH, PAYS THE | NSTRUMENT OR TAKES | T FOR VALUE
OR FOR COLLECTI ON.

(C) UNDER SUBSECTI ON (A) OR (B), AN | NDORSEMENT |S MADE | N THE NAME OF
A PAYEE IF (1) IT 1S MADE IN A NAVE SUBSTANTI ALLY SI M LAR TO THAT OF THE
PAYEE OR (2) THE | NSTRUVENT, WHETHER OR NOT | NDORSED, |S DEPCSITED IN A
DEPCSI TARY BANK TO AN ACCOUNT | N A NAVE SUBSTANTIALLY SIM LAR TO THAT OF
THE PAYEE.

(D) WTH RESPECT TO AN [|NSTRUVENT TO WHI CH SUBSECTION (A) OR (B)
APPLI ES, | F A PERSON PAYI NG THE | NSTRUVMENT OR TAKI NG | T FOR VALUE OR FOR
COLLECTI ON FAI LS TO EXERCI SE ORDI NARY CARE IN PAYING OR TAKING THE
| NSTRUVMENT AND THAT FAI LURE SUBSTANTI ALLY CONTRI BUTES TO LOSS RESULTI NG
FROM PAYMENT OF THE | NSTRUMENT, THE PERSON BEARI NG THE LOSS MAY RECOVER
FROM THE PERSON FAILING TO EXERCI SE ORDI NARY CARE TO THE EXTENT THE
FAI LURE TO EXERCI SE ORDI NARY CARE CONTRI BUTED TO THE LCSS.

SECTI ON 3- - 405. EMPLOYER S RESPONSI BI LI TY FOR FRAUDULENT | NDORSEMENT BY
EMPLOYEE.

(A) IN TH S SECTI O\:

(1) "EMPLOYEE' | NCLUDES AN | NDEPENDENT CONTRACTOR AND EMPLOYEE OF AN
| NDEPENDENT CONTRACTOR RETAI NED BY THE EMPLOYER.

(2) "FRAUDULENT | NDORSEMENT" MEANS (1) IN THE CASE OF AN | NSTRUMENT
PAYABLE TO THE EMPLOYER, A FORGED | NDORSEMENT PURPORTI NG TO BE THAT OF
THE EMPLOYER, OR (11) IN THE CASE OF AN | NSTRUMENT W TH RESPECT TO WHI CH
THE EMPLOYER |'S THE 1 SSUER, A FORGED | NDORSEMENT PURPORTI NG TO BE THAT
OF THE PERSON | DENTI FI ED AS PAYEE.

(3) "RESPONSIBILITY" W TH RESPECT TO | NSTRUVENTS MEANS AUTHORI TY (1)
TO SI GN OR | NDORSE | NSTRUMENTS ON BEHALF OF THE EMPLOYER (11) TO PROC-
ESS | NSTRUMENTS RECEI VED BY THE EMPLOYER FOR BOOKKEEPI NG PURPCSES, FOR
DEPCSI T TO AN ACCOUNT, OR FOR OTHER DISPCSITION, (I11) TO PREPARE OR
PROCESS | NSTRUMENTS FOR ISSUE IN THE NAME OF THE EMPLOYER (1V) TO
SUPPLY | NFORMATI ON DETERM NI NG THE NAMES OR ADDRESSES OF PAYEES OF
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| NSTRUMENTS TO BE | SSUED | N THE NAME OF THE EMPLOYER, (V) TO CONTROL THE
DI SPOSI TI ON - OF | NSTRUMENTS TO BE | SSUED I N THE NAVE OF THE EMPLOYER, OR
(M) TO ACT OTHERW SE WTH RESPECT TO |INSTRUMENTS IN A RESPONSIBLE
CAPACI TY. "RESPONSI Bl LI TY" DCES NOT | NCLUDE AUTHORI TY THAT MERELY ALLOWS
AN EMPLOYEE TO HAVE ACCESS TO | NSTRUMENTS OR BLANK OR | NCOVPLETE | NSTRU-
MENT FORMS THAT ARE BEI NG STORED OR TRANSPORTED OR ARE PART OF | NCOM NG
OR QUTGO NG MAI'L, OR SIM LAR ACCESS.

(B) FOR THE PURPCSE OF DETERM NING THE RIGHTS AND LIABILITIES OF A
PERSON WHO, | N GOOD FAI TH, PAYS AN | NSTRUMENT OR TAKES I'T FOR VALUE OR
FOR COLLECTION, | F AN EMPLOYER ENTRUSTED AN EMPLOYEE W TH RESPONSI BI LI TY
W TH RESPECT TO THE | NSTRUVENT AND THE EMPLOYEE OR A PERSON ACTING I[N
CONCERT W TH THE EMPLOYEE MAKES A FRAUDULENT | NDORSEMENT OF THE | NSTRU-
MENT, THE | NDORSEMENT | S EFFECTI VE AS THE | NDORSEMENT OF THE PERSON TO
VWHOM THE | NSTRUVENT |S PAYABLE |F I T IS MADE I N THE NAMVE OF THAT PERSON.
IF THE PERSON PAYING THE |INSTRUMENT OR TAKING |IT FOR VALUE OR FOR
COLLECTI ON FAI LS TO EXERCI SE ORDI NARY CARE [|IN PAYING OR TAKING THE
I NSTRUMENT  AND THAT FAI LURE SUBSTANTI ALLY CONTRI BUTES TO LOSS RESULTI NG
FROM THE FRAUD, THE PERSON BEARI NG THE LOSS MAY RECOVER FROM THE PERSON
FAI LI NG TO EXERCI SE ORDI NARY CARE TO THE EXTENT THE FAI LURE TO EXERCI SE
ORDI NARY CARE CONTRI BUTED TO THE LGSS.

(© UNDER SUBSECTI ON (B), AN I NDORSEMENT IS MADE IN THE NAME OF THE
PERSON TO WHOM AN |INSTRUMENT |S PAYABLE IF (1) IT 1S MADE IN A NAME
SUBSTANTI ALLY SIM LAR TO THE NAME OF THAT PERSON OR (2) THE | NSTRUMENT,
VWHETHER OR NOT | NDORSED, |S DEPCSI TED | N A DEPCSI TARY BANK TO AN ACCOUNT
N A NAME SUBSTANTI ALLY SI M LAR TO THE NAME OF THAT PERSON.

SECTI ON 3--406. NEG.I GENCE CONTRI BUTING TO FORGED SI GNATURE OR ALTER-
ATI ON OF | NSTRUVMENT.

(A) A PERSON WHOSE FAI LURE TO EXERCI SE ORDI NARY CARE SUBSTANTI ALLY
CONTRIBUTES TO AN ALTERATION OF AN INSTRUMENT OR TO THE MAKI NG CF A
FORGED SI GNATURE ON AN | NSTRUMENT | S PRECLUDED FROM ASSERTI NG THE ALTER-
ATI ON OR THE FORGERY AGAI NST A PERSON WHO, IN GOOD FAITH, PAYS THE
I NSTRUMENT OR TAKES | T FOR VALUE OR FOR COLLECTI ON.

(B) UNDER SUBSECTI ON (A), |IF THE PERSON ASSERTI NG THE PRECLUSI ON FAI LS
TO EXERCI SE ORDI NARY CARE | N PAYI NG OR TAKI NG THE | NSTRUVENT AND THAT
FAI LURE SUBSTANTI ALLY CONTRI BUTES TO LOSS, THE LOSS | S ALLOCATED BETWEEN
THE PERSON PRECLUDED AND THE PERSON ASSERTI NG THE PRECLUSI ON ACCORDI NG
TO THE EXTENT TO WH CH THE FAI LURE OF EACH TO EXERCI SE ORDI NARY CARE
CONTRI BUTED TO THE LGSS.

(© UNDER SUBSECTI ON (A), THE BURDEN OF PROVING FAILURE TO EXERC SE
ORDINARY CARE |S ON THE PERSON ASSERTING THE PRECLUSI ON. UNDER
SUBSECTI ON (B), THE BURDEN OF PROVI NG FAI LURE TO EXERCI SE ORDI NARY CARE
'S ON THE PERSON PRECLUDED.

SECTI ON 3--407. ALTERATI ON.

(A) "ALTERATION' NMEANS (1) AN UNAUTHORI ZED CHANGE | N AN | NSTRUMENT
THAT PURPORTS TO MODI FY I N ANY RESPECT THE OBLI GATI ON OF A PARTY, OR (2)
AN UNAUTHORI ZED ADDI TI ON OF WORDS OR NUMBERS OR OTHER CHANGE TO AN
| NCOVPLETE | NSTRUMENT RELATI NG TO THE OBLI GATI ON OF A PARTY.

(B) EXCEPT AS PROVIDED I N SUBSECTION (C), AN ALTERATI ON FRAUDULENTLY
MADE DI SCHARGES A PARTY WHOSE OBLI GATION | S AFFECTED BY THE ALTERATI ON
UNLESS THAT PARTY ASSENTS OR IS PRECLUDED FROM ASSERTI NG THE ALTERATI ON.
NO OIHER ALTERATION DI SCHARGES A PARTY, AND THE | NSTRUMENT MAY BE
ENFORCED ACCCRDI NG TO I TS ORI G NAL TERMS.

(© A PAYOR BANK OR DRAVEEE PAYI NG A FRAUDULENTLY ALTERED | NSTRUMENT OR
A PERSON TAKING I T FOR VALUE, IN GOOD FAI TH AND WTHOUT NOTICE OF THE
ALTERATION, MAY ENFORCE RIGHTS WTH RESPECT TO THE | NSTRUVENT (1)
ACCORDING TO I TS ORIA@ NAL TERMS, OR (2) IN THE CASE OF AN |NCOWLETE
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| NSTRUMENT ALTERED BY UNAUTHORI ZED COVPLETI ON, ACCORDI NG TO | TS TERMS AS
COVPLETED.
SECTI ON 3--408. DRAVEE NOT LI ABLE ON UNACCEPTED DRAFT.

A CHECK OR OTHER DRAFT DCES NOT OF | TSELF OPERATE AS AN ASSI GNVENT OF
FUNDS | N THE HANDS OF THE DRAVEE AVAI LABLE FOR | TS PAYMENT, AND THE
DRAVEE | S NOT LI ABLE ON THE | NSTRUMENT UNTI L THE DRAWEE ACCEPTS I T.

SECTI ON 3--409. ACCEPTANCE OF DRAFT; CERTI FI ED CHECK

(A) "ACCEPTANCE" MEANS THE DRAVWEE' S S| GNED AGREEMENT TO PAY A DRAFT AS
PRESENTED. | T MJST BE WRITTEN ON THE DRAFT AND MAY CONSI ST OF THE
DRAVEE' S SI GNATURE ALONE. ACCEPTANCE MAY BE MADE AT ANY TIME AND
BECOVES EFFECTI VE WHEN NOTI FI CATI ON PURSUANT TO I NSTRUCTIONS IS G VEN OR
THE ACCEPTED DRAFT | S DELI VERED FOR THE PURPOSE OF G VI NG RI GHTS ON THE
ACCEPTANCE TO ANY PERSON.

(B) A DRAFT MAY BE ACCEPTED ALTHOUGH I T HAS NOT BEEN SIGNED BY THE
DRAVER, | S OTHERW SE | NCOWPLETE, |S OVERDUE, OR HAS BEEN DI SHONORED.

(© IF A DRAFT | S PAYABLE AT A FI XED PERI OD AFTER SI GHT AND THE ACCEP-
TOR FAI LS TO DATE THE ACCEPTANCE, THE HOLDER MAY COMPLETE THE ACCEPTANCE
BY SUPPLYI NG A DATE IN GOOD FAI TH.

(D) "CERTIFIED CHECK' MEANS A CHECK ACCEPTED BY THE BANK ON VHICH I T
| S DRAWN. ACCEPTANCE MAY BE MADE AS STATED IN SUBSECTION (A) OR BY A
WRITING ON THE CHECK WHI CH | NDI CATES THAT THE CHECK | S CERTI FI ED. THE
DRAVEE OF A CHECK HAS NO OBLI GATI ON TO CERTI FY THE CHECK, AND REFUSAL TO
CERTI FY IS NOT DI SHONOR OF THE CHECK.

SECTI ON 3--410. ACCEPTANCE VARYI NG DRAFT.

(A) IF THE TERVS OF A DRAVWEE S ACCEPTANCE VARY FROM THE TERMS OF THE
DRAFT AS PRESENTED, THE HOLDER MAY REFUSE THE ACCEPTANCE AND TREAT THE
DRAFT AS DI SHONORED. | N THAT CASE, THE DRAWEE NMAY CANCEL THE ACCEPTANCE.

(B) THE TERMS OF A DRAFT ARE NOT VARI ED BY AN ACCEPTANCE TO PAY AT A
PARTI CULAR BANK OR PLACE |IN THE UNI TED STATES, UNLESS THE ACCEPTANCE
STATES THAT THE DRAFT IS TO BE PAID ONLY AT THAT BANK OR PLACE.

(© I F THE HOLDER ASSENTS TO AN ACCEPTANCE VARYING THE TERMS OF A
DRAFT, THE OBLI GATI ON OF EACH DRAWER AND | NDORSER THAT DCES NOT EXPRESS-
LY ASSENT TO THE ACCEPTANCE | S DI SCHARGED.

SECTI ON 3--411. REFUSAL TO PAY CASH ER S CHECKS, TELLER S CHECKS, AND
CERTI FI ED CHECKS.

(A) IN TH S SECTI O\, "OBLI GATED BANK" MEANS THE ACCEPTOR OF A CERTI -
FIED CHECK OR THE | SSUER OF A CASH ER S CHECK OR TELLER S CHECK BOUGHT
FROM THE | SSUER.

(B) I'F THE OBLI GATED BANK WRONGFULLY (1) REFUSES TO PAY A CASH ER S
CHECK OR CERTI FI ED CHECK, (2) STOPS PAYMENT OF A TELLER S CHECK, OR (3)
REFUSES TO PAY A DI SHONCRED TELLER S CHECK, THE PERSON ASSERTING THE
RIGHT TO ENFORCE THE CHECK IS ENTI TLED TO COMPENSATI ON FOR EXPENSES AND
LGSS OF | NTEREST RESULTI NG FROM THE NONPAYMENT AND MAY RECOVER CONSE-
QUENTI AL DAMAGES | F THE OBLI GATED BANK REFUSES TO PAY AFTER RECEI VI NG
NOTI CE OF PARTI CULAR Cl RCUMSTANCES G VI NG RI SE TO THE DAMAGES.

(© EXPENSES OR CONSEQUENTI AL DAMAGES UNDER SUBSECTION (B) ARE NOT
RECOVERABLE | F THE REFUSAL OF THE OBLI GATED BANK TO PAY OCCURS BECAUSE
(1) THE BANK SUSPENDS PAYMENTS, (2) THE OBLI GATED BANK ASSERTS A CLAIM
OR DEFENSE OF THE BANK THAT IT HAS REASONABLE GROUNDS TO BELI EVE | S
AVAI LABLE AGAI NST THE PERSON ENTI TLED TO ENFORCE THE | NSTRUMENT, (3) THE
OBLI GATED BANK HAS A REASONABLE DOUBT WHETHER THE PERSON DEMANDI NG
PAYMENT | S THE PERSON ENTI TLED TO ENFORCE THE | NSTRUVENT, OR (4) PAYMENT
I S PRCHI BI TED BY LAW
SECTI ON 3--412. OBLI GATION OF | SSUER OF NOTE OR CASH ER S CHECK

THE |ISSUER OF A NOTE OR CASH ER S CHECK OR OTHER DRAFT DRAWN ON THE
DRAVER | S OBLI GED TO PAY THE | NSTRUMENT (1) ACCORDING TO ITS TERMS AT
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THE TIME I T WAS | SSUED OR, | F NOT | SSUED, AT THE TIME I T FI RST CAME | NTO
POSSESSION OF A HOLDER, OR (2) I|F THE I SSUER SI GNED AN | NCOVPLETE
| NSTRUVENT, ACCORDI NG TO | TS TERVS WHEN COVPLETED, TO THE EXTENT STATED
IN SECTIONS 3--115 AND 3--407. THE OBLI GATION | S OAED TO A PERSON ENTI -
TLED TO ENFORCE THE | NSTRUMENT OR TO AN | NDORSER WHO PAI D THE | NSTRUMVENT
UNDER SECTI ON 3- - 415.

SECTI ON 3--413. OBLI GATI ON OF ACCEPTOR.

(A) THE ACCEPTOR OF A DRAFT |'S OBLI GED TO PAY THE DRAFT (1) ACCORDI NG
TO ITS TERMB AT THE TIME I T WAS ACCEPTED, EVEN THOUGH THE ACCEPTANCE
STATES THAT THE DRAFT |'S PAYABLE "AS ORI G NALLY DRAWN' OR EQUI VALENT
TERMS, (2) |F THE ACCEPTANCE VAR ES THE TERMS OF THE DRAFT, ACCORDI NG TO
THE TERMS OF THE DRAFT AS VAR ED, OR (3) |F THE ACCEPTANCE |'S OF A DRAFT
THAT |'S AN | NCOVPLETE | NSTRUMENT, ACCORDI NG TO | TS TERMS WHEN COMPLETED,
TO THE EXTENT STATED | N SECTI ONS 3--115 AND 3--407. THE OBLIGATION IS
OMED TO A PERSON ENTI TLED TO ENFORCE THE DRAFT OR TO THE DRAWER OR AN
| NDORSER WHO PAI D THE DRAFT UNDER SECTI ON 3--414 OR 3-- 415,

(B) IF THE CERTIFICATION OF A CHECK OR OTHER ACCEPTANCE OF A DRAFT
STATES THE AMOUNT CERTI FI ED OR ACCEPTED, THE OBLI GATI ON OF THE ACCEPTOR
|'S THAT AMOUNT. |F (1) THE CERTI FI CATI ON OR ACCEPTANCE DOES NOT STATE AN
AMOUNT, (2) THE AMOUNT OF THE | NSTRUMVENT |'S SUBSEQUENTLY RAI SED, AND (3)
THE | NSTRUMENT |'S THEN NEGOTI ATED TO A HOLDER | N DUE COURSE, THE OBLI -
GATI ON OF THE ACCEPTOR |'S THE AMOUNT OF THE | NSTRUMENT AT THE TIME IT
WAS TAKEN BY THE HOLDER | N DUE COURSE.

SECTI ON 3--414. OBLI GATI ON OF DRAVER.

(A) THI'S SECTION DOES NOT APPLY TO CASHI ER S CHECKS OR OTHER DRAFTS
DRAWN ON THE DRAVER.

(B) |F AN UNACCEPTED DRAFT | S DI SHONORED, THE DRAVER | S OBLI GED TO PAY
THE DRAFT (1) ACCORDI NG TO I TS TERMS AT THE TIME IT WAS |ISSUED OR |IF
NOT |SSUED, AT THE TIME I T FIRST CAME | NTO POSSESSI ON OF A HOLDER, OR
(2) |F THE DRAVER SI GNED AN | NCOWVPLETE | NSTRUMENT, ACCORDING TO TS
TERMS WHEN COMPLETED, TO THE EXTENT STATED |N SECTI ONS 3--115 AND
3--407. THE OBLI GATION IS OAED TO A PERSON ENTI TLED TO ENFORCE THE DRAFT
OR TO AN | NDORSER WHO PAI D THE DRAFT UNDER SECTI ON 3- - 415.

(C) |F A DRAFT IS ACCEPTED BY A BANK, THE DRAWER |S DI SCHARGED,
REGARDLESS OF WHEN OR BY WHOM ACCEPTANCE WAS OBTAI NED.

(D) I|F A DRAFT |'S ACCEPTED AND THE ACCEPTOR |'S NOT A BANK, THE OBLI -
GATI ON OF THE DRAWER TO PAY THE DRAFT | F THE DRAFT IS DI SHONORED BY THE
ACCEPTOR 1S THE SAME AS THE OBLI GATI ON OF AN | NDORSER UNDER SECTI ON
3--415(A) AND (CO).

(E) IF A DRAFT STATES THAT IT |'S DRAWN "W THOUT RECOURSE' OR OTHERW SE
DI SCLAI M5 LI ABI LI TY OF THE DRAVER TO PAY THE DRAFT, THE DRAWER |S NOT
LI ABLE UNDER SUBSECTION (B) TO PAY THE DRAFT |F THE DRAFT IS NOT A
CHECK. A DI SCLAI MER OF THE LI ABI LI TY STATED IN SUBSECTION (B) IS NOT
EFFECTI VE | F THE DRAFT IS A CHECK.

(F) IF (1) A CHECK |'S NOT PRESENTED FOR PAYMENT OR G VEN TO A DEPCSI -
TARY BANK FOR COLLECTI ON W THIN THI RTY DAYS AFTER |TS DATE, (2) THE
DRAVEE SUSPENDS PAYMENTS AFTER EXPI RATI ON OF THE THI RTY- DAY PERI OD W TH
OUT PAYI NG THE CHECK, AND (3) BECAUSE OF THE SUSPENSI ON OF PAYMENTS, THE
DRAVER |S DEPRI VED OF FUNDS MAI NTAI NED W TH THE DRAVEE TO COVER PAYMENT
OF THE CHECK, THE DRAWER TO THE EXTENT DEPRI VED OF FUNDS MAY DI SCHARGE
I TS OBLI GATION TO PAY THE CHECK BY ASSI GNI NG TO THE PERSON ENTI TLED TO
ENFORCE THE CHECK THE RI GHTS OF THE DRAWER AGAINST THE DRAVWEE W TH
RESPECT TO THE FUNDS.

SECTI ON 3- - 415. OBLI GATI ON OF | NDORSER.

(A) SUBJECT TO SUBSECTIONS (B), (O, (D), (E) AND TO SECTION

3--419(D), |F AN | NSTRUVENT IS DI SHONORED, AN | NDORSER |'S OBLI GED TO PAY
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THE AMOUNT DUE ON THE | NSTRUMENT (1) ACCORDING TO THE TERMS OF THE
| NSTRUVENT AT THE TIME I T WAS | NDORSED, OR (2) | F THE | NDORSER | NDORSED
AN | NCOVPLETE | NSTRUMENT, ACCORDI NG TO I TS TERVM5 WHEN COMPLETED, TO THE
EXTENT STATED IN SECTIONS 3--115 AND 3--407. THE OBLI GATI ON OF THE
| NDORSER | S OAED TO A PERSON ENTI TLED TO ENFORCE THE | NSTRUVENT OR TO A
SUBSEQUENT | NDORSER WHO PAI D THE | NSTRUMENT UNDER THI S SECTI ON.

(B) IF AN | NDORSEMENT STATES THAT IT I'S MADE "W THOUT RECOURSE" OR
OTHERW SE DI SCLAIMS LIABILITY OF THE |INDORSER, THE |INDORSER |S NOT
LI ABLE UNDER SUBSECTI ON (A) TO PAY THE | NSTRUMENT.

(©O |IF NOTICE OF DISHONCR OF AN I NSTRUMENT IS REQUI RED BY SECTI ON
3--503 AND NOTI CE OF DI SHONOR COVPLYI NG WTH THAT SECTION IS NOT' Q@ VEN
TO AN [INDORSER, THE LIABILITY OF THE | NDORSER UNDER SUBSECTION (A) IS
DI SCHARGED.

(D) I'F A DRAFT IS ACCEPTED BY A BANK AFTER AN | NDORSEMENT | S MADE, THE
LI ABI LI TY OF THE | NDORSER UNDER SUBSECTI ON (A) | S DI SCHARGED.

(E) I'F AN I NDORSER OF A CHECK | S LI ABLE UNDER SUBSECTION (A) AND THE
CHECK 1S NOI' PRESENTED FOR PAYMENT, OR G VEN TO A DEPGOSI TARY BANK FOR
COLLECTION, WTHI N TH RTY DAYS AFTER THE DAY THE | NDORSEMENT WAS MADE,
THE LI ABI LI TY OF THE | NDORSER UNDER SUBSECTI ON (A) | S DI SCHARGED.

SECTI ON 3--416. TRANSFER WARRANTI ES.

(A) A PERSON WHO TRANSFERS AN | NSTRUMENT FOR CONSI DERATI ON WARRANTS TO
THE TRANSFEREE AND, | F THE TRANSFER IS BY | NDORSEMENT, TO ANY SUBSEQUENT
TRANSFEREE THAT:

(1) THE WARRANTOR | S A PERSON ENTI TLED TO ENFORCE THE | NSTRUMENT;

(2) ALL SI GNATURES ON THE | NSTRUVENT ARE AUTHENTI C AND AUTHORI ZED,

(3) THE I NSTRUMENT HAS NOT BEEN ALTERED,

(4) THE INSTRUMENT IS NOT SUBJECT TO A DEFENSE OR CLAI M I N RECOUPMENT
OF ANY PARTY VWH CH CAN BE ASSERTED AGAI NST THE WARRANTOR;

(5) THE WARRANTOR HAS NO KNOALEDGE OF ANY | NSOLVENCY PROCEEDI NG
COMVENCED W TH RESPECT TO THE MAKER OR ACCEPTOR OR, I N THE CASE OF AN
UNACCEPTED DRAFT, THE DRAVER, AND

(6) WTH RESPECT TO A REMOTELY- CREATED CONSUMER | TEM THAT THE PERSON
ON WHOSE ACCOUNT THE | TEM IS DRAWN AUTHORI ZED THE | SSUANCE OF THE | TEM
IN THE AMOUNT FOR WHI CH THE | TEM I S DRAWN.

(B) A PERSON TO WHOM THE WARRANTI ES UNDER SUBSECTI ON (A) ARE MADE AND
WHO TOOK THE | NSTRUMENT | N GOOD FAI TH MAY RECOVER FROM THE WARRANTOR AS
DAVAGES FOR BREACH OF WARRANTY AN AMOUNT EQUAL TO THE LOSS SUFFERED AS A
RESULT OF THE BREACH, BUT NOT MORE THAN THE AMOUNT OF THE | NSTRUMENT
PLUS EXPENSES AND LOSS OF | NTEREST | NCURRED AS A RESULT OF THE BREACH.

(© THE WARRANTI ES STATED | N SUBSECTI ON (A) CANNOT BE DI SCLAI MED W TH
RESPECT TO CHECKS. UNLESS NOTI CE OF A CLAIM FOR BREACH OF WARRANTY IS
G VEN TO THE WARRANTOR W THI N THI RTY DAYS AFTER THE CLAI MANT HAS REASON
TO KNOW OF THE BREACH AND THE | DENTI TY OF THE WARRANTOR, THE LIABILITY
OF THE WARRANTCR UNDER SUBSECTI ON (B) IS DI SCHARGED TO THE EXTENT OF ANY
LGSS CAUSED BY THE DELAY I N G VING NOTI CE OF THE CLAI M

(D) A CAUSE OF ACTION FOR BREACH OF WARRANTY UNDER THI S SECTI ON
ACCRUES WHEN THE CLAI MANT HAS REASON TO KNOW OF THE BREACH.

SECTI ON 3--417. PRESENTMENT WARRANTI ES.

(A) I'F AN UNACCEPTED DRAFT | S PRESENTED TO THE DRAVEE FOR PAYMENT OR
ACCEPTANCE AND THE DRAWEE PAYS OR ACCEPTS THE DRAFT, (1) THE PERSON
OBTAI Nl NG PAYMENT OR ACCEPTANCE, AT THE TI ME OF PRESENTMENT, AND (2) A
PREVI QUS TRANSFEROR OF THE DRAFT, AT THE TI ME OF TRANSFER, WARRANT TO
THE DRAVEE MAKI NG PAYMENT OR ACCEPTI NG THE DRAFT I N GOOD FAI TH THAT:

(1) THE WARRANTOR | S, OR WAS, AT THE TIME THE WARRANTOR TRANSFERRED
THE DRAFT, A PERSON ENTITLED TO ENFORCE THE DRAFT OR AUTHORI ZED TO



Co~NOoOUIT~hWNE

S. 5901 38

OBTAI N PAYMENT OR ACCEPTANCE OF THE DRAFT ON BEHALF OF A PERSON ENTI TLED
TO ENFORCE THE DRAFT,

(1) THE DRAFT HAS NOT BEEN ALTERED;

(I'r1)y THE WARRANTOR HAS NO KNOALEDGE THAT THE SI GNATURE OF THE DRAVEER
OF THE DRAFT | S UNAUTHORI ZED;, AND

(1'V) WTH RESPECT TO ANY REMOTELY- CREATED CONSUMER |ITEM THAT THE
PERSON ON VWHOSE ACCOUNT THE | TEM IS DRAWN AUTHORI ZED THE | SSUANCE OF THE
I TEMIN THE AMOUNT FOR VHICH THE | TEM | S DRAWN.

(B) A DRAVEE MAKI NG PAYMENT MAY RECOVER FROM ANY WARRANTCR DAMAGES FOR
BREACH OF WARRANTY EQUAL TO THE AMOUNT PAI D BY THE DRAVEE LESS THE
AMOUNT THE DRAWEE RECEI VED OR IS ENTI TLED TO RECEIVE FROM THE DRAVER
BECAUSE OF THE PAYMENT. I N ADDI TI ON, THE DRAWEE | S ENTI TLED TO COVPEN-
SATI ON FOR EXPENSES AND LOSS OF | NTEREST RESULTI NG FROM THE BREACH. THE
RIGAT O THE DRAVWEE TO RECOVER DAMAGES UNDER THI S SUBSECTI ON IS NOT
AFFECTED BY ANY FAI LURE OF THE DRAWEE TO EXERCISE ORDI NARY CARE I[N
MAKI NG PAYMENT. | F THE DRAWEE ACCEPTS THE DRAFT, BREACH OF WARRANTY IS A
DEFENSE TO THE OBLI GATI ON OF THE ACCEPTOR. | F THE ACCEPTOR MAKES PAYMENT
WTH RESPECT TO THE DRAFT, THE ACCEPTOR IS ENTI TLED TO RECOVER FROM ANY
WARRANTOR FOR BREACH OF WARRANTY THE AMOUNTS STATED IN THI S SUBSECTI ON.

(O IF A DRAWEE ASSERTS A CLAIM FOR BREACH OF WARRANTY UNDER
SUBSECTI ON (A) BASED ON AN UNAUTHORI ZED | NDORSEMENT OF THE DRAFT OR AN
ALTERATI ON OF THE DRAFT, THE WARRANTCOR MAY DEFEND BY PROVI NG THAT THE
| NDORSEMENT | S EFFECTI VE UNDER SECTI ON 3--404 OR 3--405 OR THE DRAWER I S
PRECLUDED UNDER SECTION 3--406 OR 4--406 FROM ASSERTI NG AGAI NST THE
DRAVEE THE UNAUTHORI ZED | NDORSEMENT OR ALTERATI ON.

(D) I'F (1) A D SHONORED DRAFT | S PRESENTED FOR PAYMENT TO THE DRAVER
OR AN | NDORSER OR (2) ANY OTHER | NSTRUMENT | S PRESENTED FOR PAYMENT TO A
PARTY OBLIGED TO PAY THE | NSTRUMENT, AND (3) PAYMENT | S RECEI VED, THE
FOLLOW NG RULES APPLY:

(1) THE PERSON OBTAI NI NG PAYMENT AND A PRI OR TRANSFERCR COF THE | NSTRU-
MENT WARRANT TO THE PERSON MAKI NG PAYMENT | N GOCD FAI TH THAT THE WARRAN-
TOR IS, OR WAS, AT THE TI ME THE WARRANTOR TRANSFERRED THE | NSTRUMENT, A
PERSON ENTITLED TO ENFORCE THE | NSTRUVENT OR AUTHORIZED TO OBTAIN
PAYMENT ON BEHALF OF A PERSON ENTI TLED TO ENFORCE THE | NSTRUMENT.

(1'l) THE PERSON MAKI NG PAYMENT MAY RECOVER FROM ANY WARRANTOR FOR
BREACH OF WARRANTY AN AMOUNT EQUAL TO THE AMOUNT PAI D PLUS EXPENSES AND
LGSS OF | NTEREST RESULTI NG FROM THE BREACH.

(E) THE WARRANTIES STATED IN SUBSECTIONS (A) AND (D) CANNOT BE
DI SCLAIMED W TH RESPECT TO CHECKS. UNLESS NOTI CE OF A CLAIM FOR BREACH
OF WARRANTY IS G VEN TO THE WARRANTOR WTH N TH RTY DAYS AFTER THE
CLAI MANT HAS REASON TO KNOW OF THE BREACH AND THE | DENTITY OF THE
WARRANTOR, THE LI ABI LI TY OF THE WARRANTOR UNDER SUBSECTION (B) OR (D) IS
DI SCHARGED TO THE EXTENT OF ANY LOSS CAUSED BY THE DELAY [IN G VING
NOTlI CE OF THE CLAI M

(F) A CAUSE OF ACTION FOR BREACH OF WARRANTY UNDER THI S SECTI ON
ACCRUES WHEN THE CLAI MANT HAS REASON TO KNOW OF THE BREACH.

SECTI ON 3--418. PAYMENT OR ACCEPTANCE BY M STAKE.

(A) EXCEPT AS PROVIDED IN SUBSECTION (C), IF THE DRAWEE OF A DRAFT
PAYS OR ACCEPTS THE DRAFT AND THE DRAWEE ACTED ON THE M STAKEN BELI EF
THAT (1) PAYMENT OF THE DRAFT HAD NOT BEEN STOPPED PURSUANT TO SECTI ON
4--403 OR (2) THE SIGNATURE OF THE DRAVER OF THE DRAFT WAS AUTHORI ZED,
THE DRAVEE MAY RECOVER THE AMOUNT OF THE DRAFT FROM THE PERSON TO WHOM
OR FOR WHOSE BENEFI T PAYMENT WAS MADE OR, I N THE CASE OF ACCEPTANCE, MNAY
REVOKE THE ACCEPTANCE. RIGHTS OF THE DRAVEE UNDER THI S SUBSECTI ON ARE
NOT AFFECTED BY FAI LURE OF THE DRAWEE TO EXERCISE ORDINARY CARE IN
PAYI NG OR ACCEPTI NG THE DRAFT.
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(B) EXCEPT AS PROVIDED IN SUBSECTION (C), |IF AN I NSTRUVENT HAS BEEN
PAI D OR ACCEPTED BY M STAKE AND THE CASE IS NOT COVERED BY SUBSECTI ON
(A), THE PERSON PAYI NG OCR ACCEPTI NG MAY, TO THE EXTENT PERM TTED BY THE
LAW GOVERNI NG M STAKE AND RESTI TUTI ON, (1) RECOVER THE PAYMENT FROM THE
PERSON TO WHOM OR FOR WHOSE BENEFI T PAYMENT WAS MADE OR (2) IN THE CASE
OF ACCEPTANCE, MAY REVOKE THE ACCEPTANCE.

(© THE REMEDI ES PROVI DED BY SUBSECTION (A) OR (B) MAY NOT BE ASSERTED
AGAI NST A PERSON WHO TOOK THE I NSTRUMENT I N GOOD FAI TH AND FOR VALUE OR
VWHO I N GOOD FAI TH CHANGED POSI TI ON I N RELI ANCE ON THE PAYMENT OR ACCEPT-
ANCE. THI S SUBSECTI ON DOES NOT LIM T REMEDI ES PROVI DED BY SECTI ON 3--417
OR 4--407.

(D) NOTW THSTANDI NG SECTION 4--215, |IF AN INSTRUMENT IS PAID OR
ACCEPTED BY M STAKE AND THE PAYOR OR ACCEPTOR RECOVERS PAYMENT OR
REVOKES ACCEPTANCE UNDER SUBSECTION (A) OR (B), THE I NSTRUVENT | S DEEMED
NOT TO HAVE BEEN PAI D OR ACCEPTED AND | S TREATED AS DI SHONORED, AND THE
PERSON FROM VWHOM PAYMENT | S RECOVERED HAS RI GHTS AS A PERSON ENTI TLED TO
ENFORCE THE DI SHONORED | NSTRUVMENT.

SECTI ON 3--419. | NSTRUMENTS SI GNED FOR ACCOVMODATI ON.

(A) I'F AN INSTRUVENT | S | SSUED FOR VALUE J VEN FOR THE BENEFIT OF A
PARTY TO THE | NSTRUVENT (" ACCOMMODATED PARTY") AND ANOTHER PARTY TO THE
| NSTRUVENT (" ACCOVMODATI ON PARTY") SIGNS THE | NSTRUMENT FOR THE PURPCOSE
OF | NCURRI NG LI ABILITY ON THE | NSTRUMENT W THOUT BEI NG A DI RECT BENEFI -
Cl ARY OF THE VALUE d VEN FOR THE | NSTRUMENT, THE I NSTRUMENT IS SI GNED BY
THE ACCOVMODATI ON PARTY " FOR ACCOVMODATI ON. *

(B) AN ACCOMMODATI ON PARTY MAY SI GN THE | NSTRUMENT AS MAKER, DRAVER,
ACCEPTOR, OR | NDORSER AND, SUBJECT TO SUBSECTION (D), 1S OBLI GED TO PAY
THE | NSTRUMENT | N THE CAPACI TY I N WH CH THE ACCOVMODATI ON  PARTY  SI GNS.
THE OBLI GATI ON OF AN ACCOMMODATI ON PARTY NMAY BE ENFORCED NOTW THSTANDI NG
ANY STATUTE OF FRAUDS AND WHETHER OR NOI' THE ACCOVMODATI ON PARTY
RECEI VES CONSI DERATI ON FOR THE ACCOMMODATI ON.

(©) A PERSON SI GNI NG AN | NSTRUMENT | S PRESUMED TO BE AN  ACCOMMODATI ON
PARTY AND THERE |S NOTICE THAT THE | NSTRUMENT IS SI GNED FOR ACCOVMO-
DATION | F THE SI GNATURE IS AN ANOVALQUS | NDORSEMENT OR IS ACCOVWPANI ED BY
WORDS | NDI CATI NG THAT THE SI GNER |'S ACTI NG AS SURETY OR GUARANTOR W TH
RESPECT TO THE OBLI GATI ON OF ANOTHER PARTY TO THE | NSTRUVENT. EXCEPT AS
PROVI DED | N SECTI ON 3--605, THE OBLI GATI ON OF AN ACCOVMODATI ON PARTY TO
PAY THE | NSTRUMENT | S NOT AFFECTED BY THE FACT THAT THE PERSON ENFORCI NG
THE OBLI GATI ON  HAD NOTI CE WHEN THE | NSTRUVMENT WAS TAKEN BY THAT PERSON
THAT THE ACCOVMODATI ON PARTY SI GNED THE | NSTRUMVENT FOR ACCOVMODATI ON.

(D) I'F THE SI GNATURE OF A PARTY TO AN | NSTRUVENT 1S ACCOWAN ED BY
WORDS | NDI CATI NG UNAMBI GUOUSLY THAT THE PARTY | S GUARANTEEI NG COLLECTI ON
RATHER THAN PAYMENT OF THE OBLI GATI ON OF ANOTHER PARTY TO THE | NSTRU-
MENT, THE SIGNER IS OBLI GED TO PAY THE AMOUNT DUE ON THE | NSTRUMENT TO A
PERSON ENTI TLED TO ENFORCE THE | NSTRUMENT ONLY | F (1) EXECUTI ON OF JUDG
MENT AGAI NST THE OTHER PARTY HAS BEEN RETURNED UNSATISFIED, (2) THE
OTHER PARTY | S INSOCLVENT OR I N AN | NSCLVENCY PRCCEEDI NG, (3) THE OTHER
PARTY CANNOT BE SERVED W TH PROCESS, OR (4) IT |IS OITHERWSE APPARENT
THAT PAYMENT CANNOT BE OBTAI NED FROM THE OTHER PARTY.

(E) IF THE SIGNATURE OF A PARTY TO AN | NSTRUMENT | S ACCOVPANI ED BY
WORDS | NDI CATI NG THAT THE PARTY GUARANTEES PAYMENT OR THE SI GNER SI GNS
THE | NSTRUMENT AS AN ACCOVMODATI ON PARTY | N SOVE OTHER MANNER THAT DOES
NOT UNAMBI GUOUSLY | NDI CATE AN | NTENTI ON TO GUARANTEE COLLECTI ON RATHER
THAN PAYMENT, THE SIGNER IS OBLI GED TO PAY THE AMOUNT DUE ON THE | NSTRU-
MENT TO A PERSON ENTI TLED TO ENFORCE THE | NSTRUMENT | N THE SAME Cl RCUM
STANCES AS THE ACCOVMODATED PARTY WOULD BE OBLI GED, W THOUT PRI OR RESORT



Co~NOoOUIT~hWNE

S. 5901 40

TO THE ACCOVWODATED PARTY BY THE PERSON ENTI TLED TO ENFORCE THE | NSTRU-
IVENT.

(F) AN ACCOVMODATI ON PARTY WHO PAYS THE | NSTRUMVENT | S ENTI TLED TO
REI MBURSEMENT FROM THE ACCOVMODATED PARTY AND IS ENTI TLED TO ENFORCE THE
I NSTRUMENT AGAI NST THE ACCOVWODATED PARTY. | N PROPER CI RCUMSTANCES, AN
ACCOVMODATI ON  PARTY MAY OBTAIN RELI EF THAT REQUI RES THE ACCOVMODATED
PARTY TO PERFORM I TS OBLI GATIONS ON THE | NSTRUMENT. AN ACCOVMODATED
PARTY THAT PAYS THE | NSTRUMENT HAS NO RI GHT OF RECOURSE AGAI NST, AND IS
NOT ENTI TLED TO CONTRI BUTI ON FROM AN ACCOVMODATI ON PARTY.

SECTI ON 3--420. CONVERSI ON OF | NSTRUVMENT.

(A) THE LAW APPLI CABLE TO CONVERSI ON OF PERSONAL PROPERTY APPLIES TO
I NSTRUMENTS. AN | NSTRUVENT | S ALSO CONVERTED | F I'T | S TAKEN BY TRANSFER,
OTHER THAN A NEGOTI ATION, FROM A PERSON NOT ENTI TLED TO ENFORCE THE
| NSTRUMENT OR A BANK MAKES OR OBTAINS PAYMENT WTH RESPECT TO THE
I NSTRUMENT FOR A PERSON NOT' ENTITLED TO ENFORCE THE | NSTRUMENT OR
RECEI VE PAYMENT. AN ACTI ON FOR CONVERS|I ON OF AN | NSTRUMENT MAY NOT BE
BROUGHT BY (1) THE | SSUER OR ACCEPTOR OF THE | NSTRUMENT OR (2) A PAYEE
OR INDORSEE WHO DI D NOT'  RECElI VE DELIVERY OF THE | NSTRUMENT ElI THER
DI RECTLY OR THROUGH DELI VERY TO AN AGENT OR A CO- PAYEE.

(B) IN AN ACTION UNDER SUBSECTION (A), THE MEASURE OF LIABILITY IS
PRESUMED TO BE THE AMOUNT PAYABLE ON THE | NSTRUMENT, BUT RECOVERY NAY
NOT' EXCEED THE AMOUNT OF THE PLAI NTI FF''S | NTEREST I N THE | NSTRUMENT.

(© A REPRESENTATIVE, OTHER THAN A DEPCSI TARY BANK, WHO HAS I N GOOD
FAI TH DEALT W TH AN | NSTRUMENT OR | TS PROCEEDS ON BEHALF OF ONE WHO WAS
NOT THE PERSON ENTITLED TO ENFORCE THE |INSTRUMENT |'S NOT LI ABLE IN
CONVERSI ON TO THAT PERSON BEYOND THE AMOUNT OF ANY PROCEEDS THAT | T HAS
NOT PAI D QUT.

PART 5
DI SHONOR
SECTI ON 3--501. PRESENTMENT.

(A) "PRESENTMENT" MEANS A DEVMAND MADE BY OR ON BEHALF OF A PERSON
ENTI TLED TO ENFORCE AN | NSTRUMENT (1) TO PAY THE | NSTRUVENT MADE TO THE
DRAWVEE OR A PARTY OBLIGED TO PAY THE | NSTRUMENT OR, I N THE CASE OF A
NOTE OR ACCEPTED DRAFT PAYABLE AT A BANK, TO THE BANK, OR (2) TO ACCEPT
A DRAFT MADE TO THE DRAWEE.

(B) THE FOLLON NG RULES ARE SUBJECT TO ARTI CLE 4, AGREEMENT OF THE
PARTI ES, AND CLEARI NG HOUSE RULES AND THE LI KE:

(1) PRESENTMENT NMAY BE MADE AT THE PLACE OF PAYMENT OF THE | NSTRUMENT
AND MUST BE MADE AT THE PLACE OF PAYMENT | F THE | NSTRUMENT | S PAYABLE AT
A BANK IN THE UNI TED STATES; MAY BE MADE BY ANY COMMERCI ALLY REASONABLE
MEANS, | NCLUDI NG AN ORAL, WRITTEN, OR ELECTRONIC COMVUNI CATION, IS
EFFECTI VE WHEN THE DEMAND FOR PAYMENT OR ACCEPTANCE | S RECEI VED BY THE
PERSON TO VWHOM PRESENTMENT | S MADE;, AND | S EFFECTI VE | F MADE TO ANY ONE
OF TWO OR MORE MAKERS, ACCEPTORS, DRAVEES, OR OTHER PAYCRS.

(2) UPON DEMAND OF THE PERSON TO WHOM PRESENTMENT | S MADE, THE PERSON
MAKI NG PRESENTMVENT MUST (1) EXHI BIT THE | NSTRUVENT, (11) G VE REASONABLE
| DENTI FI CATI ON AND, | F PRESENTMENT IS MADE ON BEHALF OF ANOTHER PERSON,
REASONABLE EVIDENCE OF AUTHORITY TO DO SO, AND (I11) SIGN A RECElI PT ON
THE | NSTRUVENT FOR ANY PAYMENT MADE OR SURRENDER THE | NSTRUMENT | F  FULL
PAYMENT | S MADE.

(3) WTHOUT DI SHONORI NG THE | NSTRUVENT, THE PARTY TO WHOM PRESENTMENT
'S MADE MAY (1) RETURN THE | NSTRUVENT FOR LACK OF A NECESSARY | NDORSE-
MENT, OR (I1) REFUSE PAYMENT COR ACCEPTANCE FOR FAI LURE OF THE PRESENT-
MENT TO COMPLY WTH THE TERMS OF THE | NSTRUMENT, AN AGREEMENT OF THE
PARTI ES, OR OTHER APPLI CABLE LAW OR RULE.
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(4) THE PARTY TO WHOM PRESENTMENT |S MADE MAY TREAT PRESENTMENT AS
OCCURRI NG ON THE NEXT BUSI NESS DAY AFTER THE DAY OF PRESENTMENT |F THE
PARTY TO WHOM PRESENTMENT |S MADE HAS ESTABLI SHED A CUT- OFF HOUR NOT
EARLIER THAN 2 P.M FOR THE RECEIPT AND PROCESSING OF | NSTRUMENTS
PRESENTED FOR PAYMENT OR ACCEPTANCE AND PRESENTMENT |'S MADE AFTER THE
CUT- OFF HOUR.

SECTI ON 3- - 502. DI SHONOR.

(A) DI SHONOR OF A NOTE | S GOVERNED BY THE FOLLOW NG RULES:

(1) IF THE NOTE |'S PAYABLE ON DEMAND, THE NOTE IS DI SHONORED IF
PRESENTMENT 1S DULY MADE TO THE MAKER AND THE NOTE |'S NOT PAID ON THE
DAY OF PRESENTMENT.

(2) |F THE NOTE |'S NOT PAYABLE ON DEMAND AND | S PAYABLE AT OR THROUGH
A BANK OR THE TERMB OF THE NOTE REQUI RE PRESENTMENT, THE NOTE |'S DI SHON-
ORED | F PRESENTMENT |'S DULY MADE AND THE NOTE |'S NOT PAID ON THE DAY IT
BECOVES PAYABLE OR THE DAY OF PRESENTMENT, WH CHEVER | S LATER

(3) |F THE NOTE |'S NOT PAYABLE ON DEMAND AND PARAGRAPH (2) DOES NOT
APPLY, THE NOTE 1S DISHONORED IF IT IS NOT PAID ON THE DAY | T BECOMVES
PAYABLE.

(B) DI SHONOR OF AN UNACCEPTED DRAFT OTHER THAN A DOCUMENTARY DRAFT S
GOVERNED BY THE FOLLOW NG RULES:

(1) |F A CHECK |'S DULY PRESENTED FOR PAYMENT TO THE PAYOR BANK OTHER-
W SE THAN FOR | MVEDI ATE PAYMENT OVER THE COUNTER, THE CHECK 1S DI SHOM
ORED |F THE PAYOR BANK MAKES TI MELY RETURN OF THE CHECK OR SENDS TI MELY
NOTI CE OF DI SHONOR OR NONPAYMENT UNDER SECTION 4--301 OR 4--302, OR
BECOVES ACCOUNTABLE FOR THE AMOUNT OF THE CHECK UNDER SECTI ON 4- - 302.

(2) |F A DRAFT |'S PAYABLE ON DEMAND AND PARAGRAPH (1) DOES NOT APPLY,
THE DRAFT |'S DI SHONORED | F PRESENTMENT FOR PAYMENT |'S DULY MADE TO THE
DRAVEE AND THE DRAFT |'S NOT PAID ON THE DAY OF PRESENTMENT.

(3) |F A DRAFT |'S PAYABLE ON A DATE STATED I N THE DRAFT, THE DRAFT IS
DI SHONORED | F (1) PRESENTMENT FOR PAYMENT |'S DULY MADE TO THE DRAVEE AND
PAYMENT |'S NOT MADE ON THE DAY THE DRAFT BECOVES PAYABLE OR THE DAY OF
PRESENTMENT, WH CHEVER |S LATER OR (I1) PRESENTMENT FOR ACCEPTANCE | S
DULY MADE BEFORE THE DAY THE DRAFT BECOVES PAYABLE AND THE DRAFT IS NOT
ACCEPTED ON THE DAY OF PRESENTMENT.

(4) |F A DRAFT |'S PAYABLE ON ELAPSE OF A PERI OD OF TI ME AFTER SI GHT OR
ACCEPTANCE, THE DRAFT IS DI SHONORED | F PRESENTMENT FOR ACCEPTANCE IS
DULY MADE AND THE DRAFT |'S NOT ACCEPTED ON THE DAY OF PRESENTMENT.

(C) DI SHONOR OF AN UNACCEPTED DOCUMENTARY DRAFT OCCURS ACCORDI NG TO
THE RULES STATED IN SUBSECTIONS (B)(2), (3), AND (4), EXCEPT THAT
PAYMENT OR ACCEPTANCE MAY BE DELAYED W THOUT DI SHONOR UNTIL NO LATER
THAN THE CLOSE OF THE THI RD BUSI NESS DAY OF THE DRAVEE FOLLOW NG THE DAY
ON WHI CH PAYMENT OR ACCEPTANCE |'S REQUI RED BY THOSE PARAGRAPHS.

(D) DI SHONOR OF AN ACCEPTED DRAFT |'S GOVERNED BY THE FOLLOW NG RULES:
(1) |F THE DRAFT IS PAYABLE ON DEMAND, THE DRAFT |'S DI SHONORED |
PRESENTMENT FOR PAYMENT |'S DULY MADE TO THE ACCEPTOR AND THE DRAFT |

NOT PAID ON THE DAY OF PRESENTMENT.

(2) |F THE DRAFT |'S NOT PAYABLE ON DEMAND, THE DRAFT |'S DI SHONORED | F
PRESENTMENT FOR PAYMENT |'S DULY MADE TO THE ACCEPTOR AND PAYMENT IS NOT
MADE ON THE DAY | T BECOVES PAYABLE OR THE DAY OF PRESENTMENT, WH CHEVER
|'S LATER

(E) IN ANY CASE | N WHI CH PRESENTMENT | S OTHERW SE REQUI RED FOR DI SHON
OR UNDER THI'S SECTI ON AND PRESENTMENT |'S EXCUSED UNDER SECTI ON 3- - 504,
DI SHONOR OCCURS W THOUT PRESENTMENT |F THE |NSTRUMENT |S NOT DULY
ACCEPTED OR PAI D.

(F) |F A DRAFT |'S DI SHONORED BECAUSE TI MELY ACCEPTANCE OF THE DRAFT
WAS ~ NOT MADE AND THE PERSON ENTI TLED TO DEMAND ACCEPTANCE CONSENTS TO A

F
S
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LATE ACCEPTANCE, FROM THE Tl ME OF ACCEPTANCE THE DRAFT IS TREATED AS
NEVER HAVI NG BEEN DI SHONORED.
SECTI ON 3--503. NOTlI CE OF DI SHONOR.

(A) THE OBLI GATI ON OF AN | NDORSER STATED I N SECTI ON 3--415(A) AND THE
OBLI GATI ON OF A DRAVEER STATED I N SECTI ON 3--414(D) MAY NOT BE ENFORCED
UNLESS (1) THE |INDORSER OR DRAVER IS @ VEN NOTI CE OF DI SHONOR OF THE
| NSTRUVENT COMPLYING WTH THIS SECTION OR (2) NOTICE OF DISHONOR IS
EXCUSED UNDER SECTI ON 3--504(B).

(B) NOTI CE OF DI SHONOR MAY BE G VEN BY ANY PERSON, MAY BE G VEN BY ANY
COMVERCI ALLY REASONABLE MEANS, | NCLUDI NG AN ORAL, WRI TTEN, OR ELECTRONI C
COMVUNI CATI ON; AND |'S SUFFI CIENT | F I'T REASONABLY | DENTI FI ES THE | NSTRU-
MENT AND | NDI CATES THAT THE | NSTRUMENT HAS BEEN DI SHONORED OR HAS NOT
BEEN PAI D OR ACCEPTED. RETURN OF AN I NSTRUMENT G VEN TO A BANK FOR
COLLECTI ON I 'S SUFFI Cl ENT NOTI CE OF DI SHONOR.

(© SUBJECT TO SECTION 3--504(C), WTH RESPECT TO AN | NSTRUVENT TAKEN
FOR COLLECTI ON BY A COLLECTI NG BANK, NOTI CE OF DI SHONOR MJST BE @ VEN
(1) BY THE BANK BEFORE M DNI GHT OF THE NEXT BANKI NG DAY FOLLOW NG THE
BANKI NG DAY ON WHI CH THE BANK RECEI VES NOTI CE OF DI SHONOR OF THE | NSTRU-
MENT, OR (2) BY ANY OTHER PERSON W THI N THI RTY DAYS FOLLOW NG THE DAY ON
VWH CH THE PERSON RECEI VES NOTI CE OF DI SHONOR. W TH RESPECT TO ANY OTHER
I NSTRUMENT, NOTI CE OF DI SHONOR MUST BE G VEN W THI N THI RTY DAYS FOLLOW
I NG THE DAY ON WHI CH DI SHONOR OCCURS.

SECTI ON 3--504. EXCUSED PRESENTMENT AND NOTI CE OF DI SHONOR.

(A) PRESENTMENT FOR PAYMENT OR ACCEPTANCE OF AN I NSTRUMENT | S EXCUSED
IF (1) THE PERSON ENTI TLED TO PRESENT THE | NSTRUVENT CANNOT W TH REASON-
ABLE DI LI GENCE MAKE PRESENTMENT, (2) THE MAKER OR ACCEPTOR HAS REPUDI -
ATED AN OBLI GATION TO PAY THE I NSTRUMENT OR IS DEAD OR I N | NSOLVENCY
PROCEEDI NGS, (3) BY THE TERMS OF THE | NSTRUVENT PRESENTMENT | S NOT
NECESSARY TO ENFORCE THE OBLI GATI ON OF | NDORSERS OR THE DRAVER, (4) THE
DRAVER OR | NDORSER WHOSE OBLIGATION 1S BEING ENFORCED HAS WAI VED
PRESENTMENT OR OTHERW SE HAS NO REASON TO EXPECT OR RIGHT TO REQU RE
THAT THE | NSTRUMENT BE PAI D OR ACCEPTED, OR (5) THE DRAVER | NSTRUCTED
THE DRAVEE NOT TO PAY OR ACCEPT THE DRAFT OR THE DRAWEE WAS NOTI'  OBLI -
GATED TO THE DRAWER TO PAY THE DRAFT.

(B) NOTICE OF DI SHONOR IS EXCUSED I F (1) BY THE TERMS OF THE | NSTRU-
MENT NOTI CE OF DI SHONOR IS NOT' NECESSARY TO ENFORCE THE OBLI GATION OF A
PARTY TO PAY THE | NSTRUMENT, OR (2) THE PARTY WHOSE OBLI GATION IS BEI NG
ENFORCED WAI VED NOTI CE OF DI SHONOR. A WAl VER OF PRESENTMENT IS ALSO A
WAl VER OF NOTI CE OF DI SHONOR.

(© DELAY IN GVING NOTICE OF DI SHONCR | S EXCUSED | F THE DELAY WAS
CAUSED BY Cl RCUMSTANCES BEYOND THE CONTROL OF THE PERSON G VING THE
NOTI CE AND THE PERSON G VI NG THE NOTI CE EXERCI SED REASONABLE DI LI GENCE
AFTER THE CAUSE OF THE DELAY CEASED TO OPERATE.

SECTI ON 3--505. EVI DENCE OF DI SHONOR.

(A) THE FOLLOW NG ARE ADM SSI BLE AS EVI DENCE AND CREATE A PRESUMPTI ON
OF DI SHONOR AND OF ANY NOTI CE OF DI SHONCR STATED:

(1) A DOCUMENT REGULAR |IN FORM AS PROVI DED I N SUBSECTI ON (B) WHI CH
PURPORTS TO BE A PROTEST;

(2) A PURPORTED STAMP OR WRITING OF THE DRAVEE, PAYOR BANK, OR
PRESENTI NG BANK ON OR ACCOVPANYI NG THE | NSTRUMENT STATI NG THAT ACCEPT-
ANCE OR PAYMENT HAS BEEN REFUSED UNLESS REASONS FOR THE REFUSAL ARE
STATED AND THE REASONS ARE NOT CONSI STENT W TH DI SHONOR;

(3) A BOOX OR RECORD OF THE DRAVEE, PAYOR BANK, OR COLLECTI NG BANK,
KEPT I N THE USUAL COURSE OF BUSI NESS WHI CH SHOAS DI SHONOR, EVEN | F THERE
'S NO EVI DENCE OF WHO MADE THE ENTRY.
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(B) A PROTEST |'S A CERTI FI CATE OF DI SHONOR MADE BY A UNITED STATES
CONSUL OR VI CE CONSUL, OR A NOTARY PUBLIC OR OTHER PERSON AUTHORI ZED TO
ADM NI STER OATHS BY THE LAW OF THE PLACE WHERE DI SHONOR OCCURS. | T MAY
BE MADE UPON | NFORMATI ON SATI SFACTORY TO THAT PERSON. THE PROTEST MUST
I DENTI FY THE |NSTRUMENT AND CERTIFY El THER THAT PRESENTMENT HAS BEEN
MADE OR |F NOT MADE, THE REASON WHY IT WAS NOT MADE, AND THAT THE
I NSTRUMENT HAS BEEN DI SHONORED BY NONACCEPTANCE OR NONPAYMENT. THE
PROTEST MAY ALSO CERTI FY THAT NOTI CE OF DI SHONOR HAS BEEN G VEN TO SOME
OR ALL PARTI ES.

PART 6
DI SCHARGE AND PAYMENT
SECTI ON 3--601. DI SCHARGE AND EFFECT OF DI SCHARGE.

(A) THE OBLIGATION OF A PARTY TO PAY THE | NSTRUMVENT | S DI SCHARGED AS
STATED IN THI'S ARTI CLE OR BY AN ACT OR AGREEMENT WTH THE PARTY WHI CH
WOULD DI SCHARGE AN OBLI GATI ON TO PAY MONEY UNDER A S| MPLE CONTRACT.

(B) DI SCHARGE OF THE OBLI GATI ON OF A PARTY |'S NOT EFFECTI VE AGAI NST A
PERSON ACQUI RING RI GHTS OF A HOLDER IN DUE COURSE OF THE | NSTRUVENT
W THOUT NOTI CE OF THE DI SCHARGE.

SECTI ON 3- - 602. PAYNMENT.

(A) SUBJECT TO SUBSECTION (E), AN | NSTRUVENT |'S PAID TO THE EXTENT
PAYMENT |'S MADE BY OR ON BEHALF OF A PARTY OBLIGED TO PAY THE | NSTRU-
MENT, AND TO A PERSON ENTI TLED TO ENFORCE THE | NSTRUVENT.

(B) SUBJECT TO SUBSECTION (E), A NOTE IS PAID TO THE EXTENT PAYMENT IS
MADE BY OR ON BEHALF OF A PARTY OBLI GED TO PAY THE NOTE TO A PERSON THAT
FORMERLY WAS ENTITLED TO ENFORCE THE NOTE ONLY | F AT THE TIME OF THE
PAYMENT THE PARTY OBLI GED TO PAY HAS NOT RECEl VED ADEQUATE NOTI FI CATI ON
THAT THE NOTE HAS BEEN TRANSFERRED AND THAT PAYMENT |'S TO BE MADE TO THE
TRANSFEREE. A NOTIFICATION |S ADEQUATE ONLY IF IT IS SIGNED BY THE
TRANSFEROR OR THE TRANSFEREE; REASONABLY | DENTIFIES THE TRANSFERRED
NOTE; AND PROVI DES AN ADDRESS AT WH CH PAYMENTS SUBSEQUENTLY ARE TO BE
MADE. UPON REQUEST, A TRANSFEREE SHALL FURNI SH REASONABLE PROOF THAT THE
NOTE HAS BEEN TRANSFERRED. UNLESS THE TRANSFEREE COWPLIES WTH THE
REQUEST, A PAYMENT TO THE PERSON THAT FORMERLY WAS ENTI TLED TO ENFORCE
THE NOTE | S EFFECTI VE FOR PURPOSES OF SUBSECTION (C) EVEN |F THE PARTY
OBLIGED TO PAY THE NOTE HAS RECEI VED A NOTI FI CATI ON UNDER THI S PARA-
GRAPH.

(C) SUBJECT TO SUBSECTION (E), TO THE EXTENT OF A PAYMENT UNDER
SUBSECTI ONS (A) AND (B), THE OBLI GATI ON OF THE PARTY OBLI GED TO PAY THE
| NSTRUVENT | S DI SCHARGED EVEN THOUGH PAYMENT |'S MADE W TH KNOALEDGE OF A
CLAI M TO THE | NSTRUVENT UNDER SECTI ON 3- - 306 BY ANOTHER PERSON.

(D) SUBJECT TO SUBSECTION (E), A TRANSFEREE, OR ANY PARTY THAT HAS
ACQUI RED RIGHTS | N THE | NSTRUVENT DI RECTLY OR | NDI RECTLY FROM A TRANS-
FEREE, | NCLUDI NG ANY SUCH PARTY THAT HAS RIGHTS AS A HOLDER IN DUE
COURSE, |S DEEMED TO HAVE NOTICE OF ANY PAYMENT THAT |'S MADE UNDER
SUBSECTI ON (B) AFTER THE DATE THAT THE NOTE |'S TRANSFERRED TO THE TRANS-
FEREE BUT BEFORE THE PARTY OBLI GED TO PAY THE NOTE RECEIVES ADEQUATE
NOTI FI CATI ON OF THE TRANSFER.

(E) THE OBLI GATI ON OF A PARTY TO PAY THE | NSTRUMVENT |'S NOT DI SCHARGED
UNDER SUBSECTI ONS (A) THROUGH (D) | F:

(1) A CLAIM TO THE | NSTRUVMENT ~UNDER SECTION 3--306 |S ENFORCEABLE
AGAINST THE PARTY RECEI VI NG PAYMENT AND (1) PAYMENT |'S MADE W TH KNOW
LEDGE BY THE PAYOR THAT PAYMENT |'S PROH BI TED BY I NJUNCTION OR SIM LAR
PROCESS OF A COURT OF COVPETENT JURISDICTION, OR (I1) IN THE CASE OF AN
| NSTRUVENT OTHER THAN A CASH ER S CHECK, TELLER S CHECK, OR CERTI FI ED
CHECK, THE PARTY MAKI NG PAYMENT ACCEPTED, FROM THE PERSON HAVI NG A CLAI M
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TO THE | NSTRUMENT, | NDEMNI TY AGAI NST LOSS RESULTI NG FROM REFUSAL TO PAY
THE PERSON ENTI TLED TO ENFORCE THE | NSTRUVENT; OR

(2) THE PERSON NAKING PAYMENT KNOAS THAT THE | NSTRUVENT |S A STOLEN
| NSTRUVMENT AND PAYS A PERSON | T KNOAB | S | N WRONGFUL POSSESSI ON OF THE
I NSTRUMENT.

(F) AS USED IN TH' S SECTION, "SI GNED," W TH RESPECT TO A RECORD THAT
IS NOT A WRI TING | NCLUDES THE ATTACHVENT TO OR LOGE CAL ASSOCI ATION W TH
THE RECORD OF AN ELECTRONI C SYMBOL, SOUND, OR PROCESS WTH THE PRESENT
I NTENT TO ADCOPT OR ACCEPT THE RECORD.

SECTI ON 3--603. TENDER OF PAYMENT.

(A) | F TENDER OF PAYMENT OF AN OBLI GATI ON TO PAY AN | NSTRUMENT | S MADE
TO A PERSON ENTI TLED TO ENFORCE THE | NSTRUVENT, THE EFFECT OF TENDER | S
GOVERNED BY PRI NCI PLES OF LAW APPLI CABLE TO TENDER OF PAYMENT UNDER A
SI MPLE CONTRACT.

(B) I'F TENDER OF PAYMENT OF AN OBLI GATI ON TO PAY AN | NSTRUMENT | S MADE
TO A PERSON ENTITLED TO ENFORCE THE |INSTRUMENT AND THE TENDER | S
REFUSED, THERE IS DI SCHARGE, TO THE EXTENT OF THE AMOUNT OF THE TENDER,
OF THE OBLI GATI ON OF AN | NDORSER OR ACCOMMODATI ON PARTY HAVI NG A RI GHT
OF RECOURSE W TH RESPECT TO THE OBLI GATI ON TO WH CH THE TENDER RELATES.

(© | F TENDER OF PAYMENT OF AN AMOUNT DUE ON AN I NSTRUMENT |S MADE TO
A PERSON ENTI TLED TO ENFORCE THE | NSTRUMENT, THE OBLI GATI ON OF THE OBLI -
GOR TO PAY |[INTEREST AFTER THE DUE DATE ON THE AMOUNT TENDERED | S
DI SCHARGED. | F PRESENTMENT | S REQUI RED W TH RESPECT TO AN | NSTRUVENT AND
THE OBLI GOR IS ABLE AND READY TO PAY ON THE DUE DATE AT EVERY PLACE OF
PAYMENT STATED IN THE | NSTRUMENT, THE OBLI GOR | S DEEMED TO HAVE MADE
TENDER OF PAYMENT ON THE DUE DATE TO THE PERSON ENTI TLED TO ENFORCE THE
| NSTRUMENT.

SECTI ON 3--604. DI SCHARGE BY CANCELLATI ON OR RENUNCI ATI ON.

(A) A PERSON ENTITLED TO ENFORCE AN | NSTRUMENT, WTH OR W THOUT
CONS| DERATI ON, MAY DI SCHARGE THE OBLIGATION OF A PARTY TO PAY THE
| NSTRUVENT (1) BY AN | NTENTI ONAL VOLUNTARY ACT, SUCH AS SURRENDER OF THE
I NSTRUMENT TO THE PARTY, DESTRUCTI ON, MJTI LATI ON, OR CANCELLATI ON OF THE
I NSTRUMENT,  CANCELLATION OR STRIKING QUT OF THE PARTY' S SI GNATURE, OR
THE ADDI TI ON OF WORDS TO THE | NSTRUMENT | NDI CATI NG DI SCHARGE, OR (2) BY
AGREEI NG NOT TO SUE OR OTHERW SE RENOUNCI NG RI GHTS AGAI NST THE PARTY BY
A SI GNED RECORD.

(B) CANCELLATION OR STRIKING QUT OF AN | NDORSEMENT PURSUANT TO
SUBSECTI ON (A) DCES NOT AFFECT THE STATUS AND RI GHTS OF A PARTY DERI VED
FROM THE | NDORSEMENT.

(© INTH S SECTION, "SIGNED," WTH RESPECT TO A RECORD THAT IS NOT A
VWRI TING I NCLUDES THE ATTACHVENT TO OR LOG CAL ASSOCI ATION W TH THE
RECORD OF AN ELECTRONI C SYMBOL, SOUND, OR PROCESS WTH THE PRESENT
I NTENT TO ADOPT OR ACCEPT THE RECORD.

SECTI ON 3--605. DI SCHARGE OF SECONDARY OBLI GCORS.

(A) |IF A PERSON ENTI TLED TO ENFORCE AN | NSTRUMENT RELEASES THE OBLI -
GATI ON OF A PRI NCI PAL OBLI GOR | N VHOLE OR I N PART, AND ANOTHER PARTY TO
THE | NSTRUMENT |S A SECONDARY OBLI GOR W TH RESPECT TO THE OBLI GATI ON OF
THAT PRI NCI PAL OBLI GOR, THE FOLLOW NG RULES APPLY:

(1) ANY OBLI GATI ONS OF THE PRI NCI PAL OBLI GOR TO THE SECONDARY OBLI GOR
WTH RESPECT TO ANY PREVI QUS PAYMENT BY THE SECONDARY OBLI GOR ARE NOT
AFFECTED. UNLESS THE TERMS OF THE RELEASE PRESERVE THE SECONDARY
OBLIGOR' S RECOURSE, THE PRI NCI PAL OBLI GOR | S DI SCHARGED, TO THE EXTENT
OF THE RELEASE, FROM ANY OTHER DUTI ES TO THE SECONDARY OBLI GOR UNDER
TH S ARTI CLE.

(2) UNLESS THE TERMS OF THE RELEASE PROVI DE THAT THE PERSON ENTI TLED
TO ENFORCE THE | NSTRUVMENT RETAINS THE RIGHT TO ENFORCE THE | NSTRUMENT
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AGAI NST THE SECONDARY OBLI GOR, THE SECONDARY OBLI GOR |'S DI SCHARGED TO
THE SAME EXTENT AS THE PRI NCI PAL OBLI GOR FROM ANY UNPERFORMED PORTI ON OF
| TS OBLI GATION ON THE I NSTRUMENT. | F THE I NSTRUMENT IS A CHECK AND THE
OBLI GATION OF THE SECONDARY OBLI GOR |'S BASED ON AN | NDORSEMENT OF THE
CHECK, THE SECONDARY OBLIGOR |S DI SCHARGED W THOUT REGARD TO THE
LANGUAGE OR Cl RCUMSTANCES OF THE DI SCHARGE OR OTHER RELEASE.

(3) IF THE SECONDARY OBLI GOR |I'S NOT DI SCHARGED UNDER PARAGRAPH (2),
THE SECONDARY OBLI GOR | S DI SCHARGED TO THE EXTENT OF THE VALUE OF THE
CONS| DERATI ON  FOR THE RELEASE, AND TO THE EXTENT THAT THE RELEASE WOULD
OTHERW SE CAUSE THE SECONDARY OBLI GOR A LGSS.

(B) I'F A PERSON ENTI TLED TO ENFORCE AN | NSTRUVENT GRANTS A PRI NCI PAL
OBLI GOR AN EXTENSI ON OF THE TI ME AT WH CH ONE OR MORE PAYMENTS ARE DUE
ON THE | NSTRUMENT AND ANOTHER PARTY TO THE |INSTRUMENT [|S A SECONDARY
OBLIGOR WTH RESPECT TO THE OBLI GATI ON OF THAT PRI NCl PAL OBLI GOR, THE
FOLLOW NG RULES APPLY:

(1) ANY OBLI GATI ONS OF THE PRI NCI PAL OBLI GOR TO THE SECONDARY OBLI GOR
WTH RESPECT TO ANY PREVI QUS PAYMENT BY THE SECONDARY OBLI GOR ARE NOT
AFFECTED. UNLESS THE TERM5 OF THE EXTENSION PRESERVE THE SECONDARY
OBLIGOR' S RECOURSE, THE EXTENSI ON CORRESPONDI NGLY EXTENDS THE TI ME FOR
PERFORMANCE OF ANY OTHER DUTI ES OAED TO THE SECONDARY OBLIGOR BY THE
PRI NCI PAL OBLI GOR UNDER THI S ARTI CLE.

(2) THE SECONDARY OBLI GOR | S DI SCHARGED TO THE EXTENT THAT THE EXTEN-
SI ON WOULD OTHERW SE CAUSE THE SECONDARY OBLI GOR A LGSS.

(3) TO THE EXTENT THAT THE SECONDARY OBLI GOR IS NOT DI SCHARGED UNDER
PARAGRAPH (2), THE SECONDARY OBLI GOR MAY PERFORM | TS OBLI GATIONS TO A
PERSON ENTI TLED TO ENFORCE THE | NSTRUVENT AS | F THE TI ME FOR PAYMENT HAD
NOT BEEN EXTENDED OR, UNLESS THE TERMS OF THE EXTENSI ON PROVI DE THAT THE
PERSON ENTI TLED TO ENFORCE THE | NSTRUMENT RETAINS THE RIGHT TO ENFORCE
THE | NSTRUMENT AGAI NST THE SECONDARY OBLI GOR AS | F THE TI ME FOR PAYMENT
HAD NOT BEEN EXTENDED, TREAT THE Tl ME FOR PERFORMANCE OF | TS OBLI GATI ONS
AS HAVI NG BEEN EXTENDED CORRESPONDI NGLY.

(© IF A PERSON ENTI TLED TO ENFORCE AN | NSTRUMENT AGREES, WTH OR
W THOUT CONSI DERATI ON, TO A MODI FI CATI ON OF THE OBLI GATI ON OF A PRI NCI -
PAL OBLI GOR OTHER THAN A COVPLETE OR PARTI AL RELEASE OR AN EXTENSI ON OF
THE DUE DATE AND ANOTHER PARTY TO THE | NSTRUMENT | S A SECONDARY OBLI GOR
W TH RESPECT TO THE OBLI GATI ON OF THAT PRI NCI PAL OBLI GOR, THE FOLLOW NG
RULES APPLY:

(1) ANY OBLI GATIONS OF THE PRI NClI PAL OBLI GOR TO THE SECONDARY OBLI GOR
W TH RESPECT TO ANY PREVI QUS PAYMENT BY THE SECONDARY OBLI GOR ARE NOT
AFFECTED. THE MODI FI CATI ON CORRESPONDI NGLY MODI FI ES ANY OTHER DUTI ES
ONED TO THE SECONDARY OBLI GOR BY THE PRI NCl PAL OBLI GOR UNDER THI S ARTI -
CLE.

(2) THE SECONDARY OBLI GOR I'S DI SCHARGED FROM ANY UNPERFORMED PORTI ON
OF I'TS OBLI GATION TO THE EXTENT THAT THE MODI FI CATION WOULD OTHERW SE
CAUSE THE SECONDARY OBLI GOR A LGSS.

(3) TO THE EXTENT THAT THE SECONDARY OBLI GOR |I'S NOT DI SCHARGED UNDER
PARAGRAPH (2), THE SECONDARY OBLI GOR MAY SATI SFY I TS OBLI GATION ON THE
I NSTRUMENT AS | F THE MODI FI CATI ON HAD NOT OCCURRED, OR TREAT | TS OBLI -
GATI ON ON THE | NSTRUMENT AS HAVI NG BEEN MODI FI ED CORRESPONDI NGLY.

(D) I'F THE OBLI GATION OF A PRI NCI PAL OBLI GOR | S SECURED BY AN | NTEREST
I N COLLATERAL, ANOTHER PARTY TO THE I NSTRUMENT IS A SECONDARY OBLI GOR
WTH RESPECT TO THAT OBLI GATI ON, AND A PERSON ENTI TLED TO ENFORCE THE
I NSTRUMENT | MPAI RS THE VALUE OF THE | NTEREST I N COLLATERAL, THE OBLI -
GATION OF THE SECONDARY OBLIGOR |S DI SCHARGED TO THE EXTENT OF THE
| MPAI RVENT. THE VALUE OF AN I NTEREST IN COLLATERAL IS |IMPAIRED TO THE
EXTENT THE VALUE OF THE I NTEREST IS REDUCED TO AN AMOUNT LESS THAN THE
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AMOUNT OF THE RECOURSE OF THE SECONDARY OBLIGOR, OR THE REDUCTION IN
VALUE OF THE |NTEREST CAUSES AN I NCREASE IN THE AMOUNT BY WHI CH THE
AMOUNT OF THE RECOURSE EXCEEDS THE VALUE OF THE | NTEREST. FOR PURPCSES
OF THI'S SUBSECTIQON, | MPAIRI NG THE VALUE OF AN | NTEREST | N COLLATERAL
| NCLUDES FAI LURE TO OBTAI N OR NMAI NTAI N PERFECTI ON OR RECORDATI ON OF THE
| NTEREST |IN COLLATERAL, RELEASE OF COLLATERAL W THOUT SUBSTI TUTI ON OF
COLLATERAL OF EQUAL VALUE OR EQUI VALENT REDUCTION OF THE UNDERLYI NG
OBLI GATI ON, FAILURE TO PERFORM A DUTY TO PRESERVE THE VALUE OF COLLAT-
ERAL ONED, UNDER ARTI CLE 9 OR OTHER LAW TO A DEBTOR OR OTHER PERSON
SECONDARI LY LI ABLE, AND FAI LURE TO COWPLY W TH APPLI CABLE LAW | N DI SPCS-
| NG OF OR OTHERW SE ENFORCI NG THE | NTEREST | N COLLATERAL.

(E) A SECONDARY OBLIGOR |I'S NOT DI SCHARGED UNDER SUBSECTI ONS (A) (3),
(B), (O, OR (D) UNLESS THE PERSON ENTI TLED TO ENFORCE THE | NSTRUVENT
KNOWS THAT THE PERSON |'S A SECONDARY OBLI GOR OR HAS NOTI CE UNDER SECTI ON
3--419(C) THAT THE | NSTRUVENT WAS SI GNED FOR ACCOMMODATI ON.

(F) A SECONDARY OBLIGOR |I'S NOT DI SCHARGED UNDER THI S SECTION | F THE
SECONDARY OBLI GOR CONSENTS TO THE EVENT OR CONDUCT THAT IS THE BASIS OF
THE DI SCHARGE, OR THE | NSTRUMENT OR A SEPARATE AGREEMENT OF THE PARTY
PROVI DES FOR WAl VER OF DI SCHARGE UNDER THI' S SECTI ON SPECI FI CALLY OR BY
GENERAL LANGUAGE | NDI CATI NG THAT PARTI ES WAl VE DEFENSES BASED ON SURETY-
SHP OR | MA RVENT OF COLLATERAL. UNLESS THE Cl RCUMSTANCES | NDI CATE
OTHERW SE, CONSENT BY THE PRI NCI PAL OBLI GOR TO AN ACT THAT WOULD LEAD TO
A DI SCHARGE UNDER THI S SECTI ON CONSTI TUTES CONSENT TO THAT ACT BY THE
SECONDARY OBLI GOR | F THE SECONDARY OBLI GOR CONTROLS THE PRI NCl PAL OBLI -
GOR OR DEALS WTH THE PERSON ENTI TLED TO ENFORCE THE | NSTRUMENT ON
BEHALF OF THE PRI NCI PAL OBLI GOR.

(G A RELEASE OR EXTENSI ON PRESERVES A SECONDARY OBLI GOR' S RECOURSE | F
THE TERMS OF THE RELEASE OR EXTENSI ON PROVI DE THAT:

(1) THE PERSON ENTI TLED TO ENFORCE THE | NSTRUMENT RETAINS THE RI GHT TO
ENFORCE THE | NSTRUMENT AGAI NST THE SECONDARY OBLI GOR; AND

(2) THE RECOURSE OF THE SECONDARY OBLI GOR CONTI NUES AS | F THE RELEASE
OR EXTENSI ON HAD NOT BEEN GRANTED.

(H EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON (1), A SECONDARY OBLI -
GOR ASSERTI NG DI SCHARGE UNDER THI' S SECTI ON HAS THE BURDEN COF PERSUASI ON
BOTH W TH RESPECT TO THE OCCURRENCE OF THE ACTS ALLEGED TO HARM THE
SECONDARY OBLI GOR AND LOSS OR PREJUDI CE CAUSED BY THOSE ACTS.

(1) IF THE SECONDARY OBLIGOR DEMONSTRATES PREJUDI CE CAUSED BY AN
| MPAI RVENT OF | TS RECOURSE, AND THE Cl RCUMSTANCES OF THE CASE | NDI CATE
THAT THE AMOUNT OF LCSS |'S NOT REASONABLY SUSCEPTI BLE OF CALCULATI ON OR
REQUI RES PROOF OF FACTS THAT ARE NOT ASCERTAI NABLE, I T IS PRESUMED THAT
THE ACT |IMPAIRING RECOURSE CAUSED A LCSS OR | MPAI RVENT EQUAL TO THE
LI ABI LI TY OF THE SECONDARY OBLI GOR ON THE | NSTRUMENT. | N THAT EVENT, THE
BURDEN OF PERSUASI ON AS TO ANY LESSER AMOUNT OF THE LOSS IS ON THE
PERSON ENTI TLED TO ENFORCE THE | NSTRUMENT.

S 27. Article 4 of the uniformcomercial code is REPEALED and a new
article 4 is added to read as foll ows:

ARTI CLE 4
BANK DEPCSI TS- - COLLECTI ONS
GENERAL PROVI SI ONS AND DEFI NI TI ONS
PART 1
SECTI ON 4--101. SHORT TI TLE.

TH S ARTI CLE MAY BE ClI TED AS UNI FORM COMMERCI AL CODE- - BANK DEPCSI TS
AND COLLECTI ONS.

SECTI ON 4--102. APPLI CABI LI TY.
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(A) TO THE EXTENT THAT I TEMS WTHI N TH' S ARTI CLE ARE ALSO W THI N ARTI -
CLES 3 AND 8, THEY ARE SUBJECT TO THOSE ARTI CLES. |F THERE IS CONFLI CT,
TH S ARTI CLE GOVERNS ARTI CLE 3, BUT ARTICLE 8 GOVERNS THI S ARTI CLE.

(B) THE LIABILITY OF A BANK FOR ACTI ON OR NON- ACTI ON W TH RESPECT TO
AN |TEM HANDLED BY |IT FOR PURPCSES OF PRESENTMENT, PAYMENT, OR
COLLECTION IS GOVERNED BY THE LAW O THE PLACE WHERE THE BANK | S
LOCATED. | N THE CASE OF ACTI ON OR NON- ACTI ON BY OR AT A BRANCH OR SEPA-
RATE OFFI CE OF A BANK, I TS LIABILITY I'S GOVERNED BY THE LAW OF THE PLACE
VWHERE THE BRANCH OR SEPARATE OFFI CE | S LOCATED.

SECTI ON 4--103. VARI ATION BY AGREEMENT; MEASURE OF DANVAGES;, ACTION
CONSTI TUTI NG ORDI NARY CARE.

(A) THE EFFECT OF THE PROVISIONS OF THS ARTICLE MAY BE VAR ED BY
AGREEMENT, BUT THE PARTIES TO THE AGREEMENT CANNOT DI SCLAIM A BANK' S
RESPONSI BI LI TY FOR I TS LACK OF GOOD FAI TH OR FAI LURE TO EXERCI SE CRDI -
NARY CARE OR LIMT THE MEASURE OF DAMAGES FOR THE LACK OR FAI LURE.
HOANEVER, THE PARTI ES MAY DETERM NE BY AGREEMENT THE STANDARDS BY WH CH
THE BANK'S RESPONSIBILITY IS TO BE MEASURED | F THOSE STANDARDS ARE NOT
MANI FESTLY UNREASONABLE.

(B) FEDERAL RESERVE  REGULATI ONS  AND OPERATI NG Cl RCULARS,
CLEARI NG HOUSE RULES, AND THE LI KE HAVE THE EFFECT OF AGREEMENTS UNDER
SUBSECTI ON (A), WHETHER OR NOT SPECI FI CALLY ASSENTED TO BY ALL PARTIES
| NTERESTED | N | TEMS HANDLED.

(© ACTION OR NONACTION APPROVED BY TH'S ARTICLE OR PURSUANT TO
FEDERAL RESERVE REGULATI ONS OR OPERATI NG Cl RCULARS | S THE EXERCISE OF
ORDI NARY CARE AND, |IN THE ABSENCE OF SPECI AL | NSTRUCTI ONS, ACTI ON OR
NON- ACTI ON CONSI STENT W TH CLEARI NG HOUSE RULES AND THE LIKE OR WTH A
GENERAL BANKI NG USAGE NOT DI SAPPROVED BY THI S ARTI CLE, IS PRI MA FACI E
THE EXERCI SE OF ORDI NARY CARE.

(D) THE SPECI FI CATI ON OR APPROVAL COF CERTAI N PROCEDURES BY THI S ARTI -
CLE IS NOT DI SAPPROVAL OF OTHER PROCEDURES THAT MAY BE REASONABLE UNDER
THE Cl RCUMSTANCES.

(E) THE MEASURE OF DAMAGES FOR FAI LURE TO EXERCI SE ORDI NARY CARE IN
HANDLING AN |ITEM IS THE AMOUNT OF THE | TEM REDUCED BY AN AMOUNT THAT
COULD NOT' HAVE BEEN REALI ZED BY THE EXERCI SE OF ORDI NARY CARE. | F THERE
IS ALSO BAD FAITH I T | NCLUDES ANY OTHER DAMAGES THE PARTY SUFFERED AS A
PROXI MATE CONSEQUENCE.

SECTI ON 4--104. DEFI NI TIONS AND | NDEX OF DEFI NI TI ONS.

(A) IN TH S ARTI CLE, UNLESS THE CONTEXT OTHERW SE REQUI RES:

(1) "ACCOUNT" MEANS ANY DEPCSI T OR CREDI T ACCOUNT W TH A BANK, | NCLUD-
I NG A DEMAND, TI ME, SAVI NGS5, PASSBOOK, SHARE DRAFT, OR LIKE ACCOUNT,
OTHER THAN AN ACCOUNT EVI DENCED BY A CERTI FI CATE OF DEPCSI T,

(2) "AFTERNOON' MEANS THE PERI OD OF A DAY BETWEEN NOON AND M DNI GHT;

(3) "BANKING DAY" MEANS THE PART OF A DAY ON WHICH A BANK IS OPEN TO
THE PUBLI C FOR CARRYI NG ON SUBSTANTI ALLY ALL OF | TS BANKI NG FUNCTI ONS;

(4) "CLEARI NG HOUSE'" MEANS AN ASSOCI ATION OF BANKS OR OTHER PAYORS
REGULARLY CLEARI NG | TEMS;

(5 "CUSTOVER' MEANS A PERSON HAVI NG AN ACCOUNT WTH A BANK OR FOR
VWHOM A BANK HAS AGREED TO CCOLLECT | TEMS, | NCLUDI NG A BANK THAT MAI NTAI NS
AN ACCOUNT AT ANOTHER BANK;

(6) "DOCUMENTARY DRAFT" MEANS A DRAFT TO BE PRESENTED FOR ACCEPTANCE
OR PAYMENT |F SPECIFIED DOCUMENTS, CERTIFICATED SECURI TI ES ( SECTI ON
8--102) OR I NSTRUCTI ONS FOR UNCERTI FI CATED SECURI TI ES ( SECTION 8--102),
OR OTHER CERTI FI CATES, STATEMENTS, OR THE LI KE ARE TO BE RECEI VED BY THE
DRAVEE OR OTHER PAYOR BEFORE ACCEPTANCE OR PAYMENT OF THE DRAFT,

(7) "DRAFT" MEANS A DRAFT AS DEFINED IN SECTION 3--104 OR AN | TEM
OTHER THAN AN | NSTRUMENT, THAT 1S AN ORDER;
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(8) "DRAWEE' MEANS A PERSON ORDERED I N A DRAFT TO MAKE PAYMENT;

(9) "ITEM MEANS AN |NSTRUMENT OR A PROM SE OR ORDER TO PAY MONEY
HANDLED BY A BANK FOR COLLECTI ON OR PAYMENT. THE TERM DOES NOT | NCLUDE A
PAYMENT ORDER GOVERNED BY ARTICLE 4-A OR A CREDIT OR DEBI T CARD SLI P;

(10) "M DNl GHT DEADLI NE* W TH RESPECT TO A BANK IS MDNIGAT ON ITS
NEXT BANKING DAY FOLLON NG THE BANKING DAY ON WHI CH I T RECEI VES THE
RELEVANT I TEM OR NOTICE OR FROM VWH CH THE TIME FOR TAKING ACTION
COMVENCES TO RUN, VWH CHEVER | S LATER;

(11) "SETTLE" MEANS TO PAY I N CASH, BY CLEARI NG HOUSE SETTLEMENT, IN A
CHARGE OR CREDI T OR BY REM TTANCE, OR OTHERW SE AS AGREED. A SETTLEMENT
MAY BE EI THER PROVI SI ONAL OR FI NAL,;

(12) "SUSPENDS PAYMENTS" W TH RESPECT TO A BANK MEANS THAT | T HAS BEEN
CLCSED BY ORDER OF THE SUPERVI SORY AUTHORI TIES, THAT A PUBLIC OFFI CER
HAS BEEN APPO NTED TO TAKE | T OVER, OR THAT I T CEASES OR REFUSES TO MAKE
PAYMENTS | N THE ORDI NARY COURSE OF BUSI NESS.

(B) OTHER DEFINITIONS APPLYING TO TH S ARTI CLE AND THE SECTIONS I N
VWH CH THEY APPEAR ARE:

“AGREEMENT FOR ELECTRONI C PRESENTMENT" . ................ SECTI ON 4--110.
"COLLECTI NG BANK" .. e SECTI ON 4--105.
"DEPCSI TARY BANK" . . SECTI ON 4--105.
"I NTERMEDI ARY BANK" . . . SECTI ON 4--105.
CPAYOR BANK" SECTI ON 4--105.
"PRESENTI NG BANK" . . . SECTI ON 4--105.
"PRESENTMENT NOTI CE" . ... . SECTI ON 4--110.

(© THE FOLLOW NG DEFI NI TIONS | N OTHER ARTI CLES APPLY TO THI S ARTI CLE:
CACCEPTANCE" . . SECTI ON 3--4009.
CALTERATI ON' SECTI ON 3--407.
"CASHI ER' S CHECK" .. . . . . SECTI ON 3--104.
"CERTI FI CATE OF DEPOSI T" .. .. SECTI ON 3--104.
"CERTI FI ED CHECK" .. . . e SECTI ON 3--4009.
CHECK SECTI ON 3--104.
OONTROL SECTI ON 7--106.
TGOOD FAI TH' SECTI ON 3--103.
"HOLDER I N DUE COURSE" . ........ .. . . . . SECTI ON 3--302.
CENSTRUMENT SECTI ON 3--104.
“NOTI CE OF DI SHONOR' . ... e SECTI ON 3--503.
CORDER L SECTI ON 3--103.
"ORDI NARY CARE" .. SECTI ON 3--103.
"PERSON ENTI TLED TO ENFORCE" . ... ... ... . . . . . SECTI ON 3--301.
CPRESENTMENT SECTI ON 3--501.
CPROM SE" SECTI ON 3--103.
CPROVE" SECTI ON 3--103.
RECORD .. RESERVED.
"REMOTELY- CREATED CONSUMVER I TEM' .. ... ... .. SECTI ON 3--103.
"TELLER S CHECK" . .. . . . SECTI ON 3--104.
"UNAUTHORI ZED SI GNATURE" .. .. .. . . SECTI ON 3--403.

(D) IN ADDI TION, ARTI CLE 1 CONTAI NS GENERAL DEFI NI TI ONS AND PRI NCI PLES
OF CONSTRUCTI ON AND | NTERPRETATI ON APPLI CABLE THROUGHOUT THI'S ARTI CLE.
SECTI ON 4--105. DEFI NI TIONS OF TYPES OF BANKS.

IN TH S ARTI CLE:

(A) [ RESERVED]

(B) "DEPCSI TARY BANK' MEANS THE FI RST BANK TO TAKE AN | TEM EVEN THOUGH
IT 1S ALSO THE PAYOR BANK, UNLESS THE ITEM|S PRESENTED FOR | MVEDI ATE
PAYMENT OVER THE COUNTER;

(C) "PAYOR BANK' MEANS A BANK THAT |'S THE DRAVEE OF A DRAFT;
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(D) "I NTERVEDI ARY BANK" MEANS A BANK TO WHI CH AN | TEM | S TRANSFERRED
| N COURSE OF COLLECTI ON EXCEPT THE DEPCSI TARY OR PAYOR BANK;

(E) "COLLECTING BANK" MEANS A BANK HANDLI NG AN | TEM FOR COLLECTI ON
EXCEPT THE PAYOR BANK;

(F) "PRESENTI NG BANK" MEANS A BANK PRESENTI NG AN | TEM EXCEPT A PAYOR
BANK.

SECTI ON 4--106. PAYABLE THROUGH OR PAYABLE AT BANK: COLLECTI NG BANK.

(A) |F AN |TEM STATES THAT IT IS "PAYABLE THROUGH' A BANK | DENTI FI ED
IN THE | TEM (1) THE | TEM DESI GNATES THE BANK AS A COLLECTI NG BANK AND
DOES NOT BY | TSELF AUTHORI ZE THE BANK TO PAY THE I TEM AND (2) THE | TEM
MAY BE PRESENTED FOR PAYMENT ONLY BY OR THROUGH THE BANK.

(B) IF AN | TEM STATES THAT I T IS "PAYABLE AT" A BANK | DENTI FI ED I N THE
| TEM THE | TEM |'S EQUI VALENT TO A DRAFT DRAWN ON THE BANK.

(C) IF A DRAFT NAMVES A NONBANK DRAVWEE AND | T |'S UNCLEAR WHETHER A BANK
NAMVED | N THE DRAFT IS A CO- DRAVEE OR A COLLECTI NG BANK, THE BANK IS A
COLLECTI NG BANK.

SECTI ON 4--107. SEPARATE OFFI CE OF BANK.

A BRANCH OR SEPARATE OFFICE OF A BANK IS A SEPARATE BANK FOR THE
PURPOSE OF COVPUTI NG THE TIME W THI N WHI CH AND DETERM NI NG THE PLACE AT
OR TO WHICH ACTION MAY BE TAKEN OR NOTI CES OR ORDERS SHALL BE G VEN
UNDER THI S ARTI CLE AND UNDER ARTI CLE 3.

SECTI ON 4--108. TIME OF RECElI PT OF | TEMS.

(A) FOR THE PURPOSE OF ALLOW NG TI ME TO PROCESS | TEMS, PROVE BALANCES,
AND MAKE THE NECESSARY ENTRI ES ON | TS BOOKS TO DETERM NE | TS POSI TI ON
FOR THE DAY, A BANK MAY FI X AN AFTERNOON HOUR OF 2 P.M OR LATER AS A
CUTOFF HOUR FOR THE HANDLING OF MONEY AND |ITEMS AND THE MAKING OF
ENTRI ES ON | TS BOOKS.

(B) AN ITEM OR DEPCSIT OF MONEY RECElI VED ON ANY DAY AFTER A CUTOFF
HOUR SO FI XED OR AFTER THE CLOSE OF THE BANKI NG DAY MAY BE TREATED AS
BEI NG RECEI VED AT THE OPENI NG OF THE NEXT BANKI NG DAY.

SECTI ON 4--109. DELAYS,

(A) UNLESS OTHERW SE | NSTRUCTED, A COLLECTI NG BANK I N A GOOD FAI TH
EFFORT TO SECURE PAYMENT OF A SPECI FI C | TEM DRAWN ON A PAYOR OTHER THAN
A BANK, AND WTH OR W THOUT THE APPROVAL OF ANY PERSON | NVOLVED, MAY
WAl VE, MODI FY, OR EXTEND TIME LIM TS | MPOSED OR PERM TTED BY THI'S ACT
FOR A PERI OD NOT EXCEEDI NG TWO ADDI TI ONAL BANKI NG DAYS W THOUT DI SCHARGE
OF DRAVERS OR | NDORSERS OR LI ABILITY TO I TS TRANSFEROR OR A PRI OR PARTY.

(B) DELAY BY A COLLECTING BANK OR PAYOR BANK BEYOND TIME LIM TS
PRESCRI BED OR PERM TTED BY THI'S ACT OR BY | NSTRUCTI ONS | S EXCUSED | F (1)
THE DELAY |'S CAUSED BY | NTERRUPTI ON OF COVMUNI CATI ON OR COMPUTER FACI LI -
TIES, SUSPENSI ON OF PAYMENTS BY ANOTHER BANK, WAR, EMERGENCY CONDI TI ONS,
FAI LURE OF EQUI PMENT, OR OTHER Cl RCUMBTANCES BEYOND THE CONTROL OF THE
BANK, AND (2) THE BANK EXERCI SES SUCH DI LI GENCE AS THE Cl RCUMBTANCES
REQUI RE.

SECTI ON 4--110. ELECTRONI C PRESENTMENT.

(A) "AGREEMENT FOR ELECTRONI C PRESENTMENT" MEANS AN AGREEMENT, CLEAR-
I NG HOUSE RULE, OR FEDERAL RESERVE REGULATI ON OR OPERATI NG Cl RCULAR,
PROVI DI NG THAT PRESENTMENT OF AN | TEM MAY BE MADE BY TRANSM SSION OF AN
IMMGE OF AN ITEM OR | NFORVATION DESCRIBING THE | TEM (" PRESENTMENT
NOTI CE') RATHER THAN DELI VERY OF THE |TEM |TSELF. THE AGREEMENT MAY
PROVIDE FOR PROCEDURES GOVERNING RETENTI ON, PRESENTMENT, PAYMENT,
DI SHONOR, AND OTHER MATTERS CONCERNI NG | TEMS SUBJECT TO THE AGREENENT.

(B) PRESENTMENT OF AN | TEM PURSUANT TO AN AGREEMENT FOR PRESENTMENT | S
MADE WHEN THE PRESENTMENT NOTI CE |'S RECEI VED.
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(© | F PRESENTMENT IS MADE BY PRESENTMENT NOTICE, A REFERENCE TO
"ITEM OR "CHECK' |IN TH S ARTI CLE MEANS THE PRESENTMENT NOTI CE UNLESS
THE CONTEXT OTHERW SE | NDI CATES.

SECTI ON 4--111. STATUTE OF LI M TATI ONS.

AN ACTI ON TO ENFORCE AN OBLI GATI ON, DUTY, OR RI GHT ARI SI NG UNDER THI S
ARTI CLE MUST BE COMVENCED W THI N THREE YEARS AFTER THE CAUSE OF ACTION
ACCRUES.

PART 2
COLLECTI ON OF | TEMs: DEPCSI TARY AND COLLECTI NG BANKS
SECTI ON 4--201. STATUS OF COLLECTING BANK AS AGENT AND PROVI SI ONAL
STATUS OF CREDITS; APPLICABILITY OF ARTICLE, |TEM
| NDORSED " PAY ANY BANK".

(A)  UNLESS A CONTRARY | NTENT CLEARLY APPEARS AND BEFORE THE Tl ME THAT
A SETTLEMENT G VEN BY A COLLECTI NG BANK FOR AN | TEM IS OR BECOVES FI NAL,
THE BANK, W TH RESPECT TO AN I TEM |S AN AGENT OR SUB- AGENT OF THE OWNER
OF THE | TEM AND ANY SETTLEMENT G VEN FOR THE | TEM | S PROVI S| ONAL. TH S
PROVI SION  APPLIES REGARDLESS OF THE FORM OF | NDORSEMENT OR LACK OF
| NDORSEMENT AND EVEN THOUGH CREDIT G VEN FOR THE |ITEM IS SUBJECT TO
| MVEDI ATE WTHDRAWAL AS OF RIGHT OR IS [IN FACT WTHDRAW\, BUT THE
CONTI NUANCE OF OANERSHI P OF AN | TEM BY | TS OAMNER AND ANY RIGHTS OF THE
OMER TO PRCCEEDS OF THE | TEM ARE SUBJECT TO RI GHTS OF A COLLECTI NG
BANK, SUCH AS THOSE RESULTI NG FROM OQUTSTANDI NG ADVANCES ON THE | TEM AND
RIGATS OF RECOUPMENT OR SETOFF. |F AN ITEM IS HANDLED BY BANKS FOR
PURPOSES OF PRESENTMENT, PAYMENT, COLLECTION, OR RETURN, THE RELEVANT
PROVISIONS OF TH'S ARTICLE APPLY EVEN THOUGH ACTI ON OF THE PARTI ES
CLEARLY ESTABLI SHES THAT A PARTI CULAR BANK HAS PURCHASED THE | TEM AND | S
THE OMNER OF | T.

(B) AFTER AN | TEM HAS BEEN | NDORSED W TH THE WORDS " PAY ANY BANK" OR
THE LIKE, ONLY A BANK MAY ACQUI RE THE RI GHTS OF A HOLDER UNTIL THE | TEM
HAS BEEN:

(1) RETURNED TO THE CUSTOMER | NI TI ATI NG COLLECTI ON; OR

(2) SPECI ALLY | NDORSED BY A BANK TO A PERSON WHO | S NOT A BANK.

SECTI ON 4--202. RESPONSI BI LI TY FOR COLLECTION OR RETURN, WHEN ACTI ON
TI MELY.

(A) A COLLECTI NG BANK MUST EXERCI SE ORDI NARY CARE | N:

(1) PRESENTI NG AN | TEM OR SENDI NG | T FOR PRESENTNENT,;

(2) SENDING NOTICE OF DI SHONOR OR NONPAYMENT OR RETURNI NG AN | TEM
OTHER THAN A DOCUMENTARY DRAFT TO THE BANK' S TRANSFEROR AFTER LEARN NG
THAT THE | TEM HAS NOT BEEN PAI D OR ACCEPTED, AS THE CASE MAY BE;

(3) SETTLING FOR AN | TEM WHEN THE BANK RECEI VES FI NAL SETTLEMENT; AND

(4) NOTIFYING | TS TRANSFEROR OF ANY LOSS OR DELAY IN TRANSIT WTHI N A
REASONABLE Tl ME AFTER DI SCOVERY THERECF.

(B) A COLLECTI NG BANK EXERCI SES ORDI NARY CARE UNDER SUBSECTION (A) BY
TAKI NG PROPER ACTION BEFORE | TS M DNI GHT DEADLI NE FOLLOW NG RECEI PT OF
AN | TEM NOTI CE, OR SETTLEMENT. TAKI NG PROPER ACTION WTHIN A REASON
ABLY LONGER TI ME MAY CONSTI TUTE THE EXERCI SE OF ORDI NARY CARE, BUT THE
BANK HAS THE BURDEN OF ESTABLI SHI NG TI MELI NESS.

(© SUBJECT TO SUBSECTION (A) (1), A BANK IS NOT LI ABLE FOR THE | NSQOL-
VENCY, NEGLECT, M SCONDUCT, M STAKE, OR DEFAULT OF ANOTHER BANK OR
PERSON OR FOR LOSS OR DESTRUCTI ON OF AN | TEM I N THE POSSESSI ON OF OTHERS
OR I'N TRANSI T.

SECTI ON 4--203. EFFECT OF | NSTRUCTI ONS.

SUBJECT TO ARTI CLE 3 CONCERNI NG CONVERSION OF | NSTRUMENTS ( SECTI ON
3-420) AND RESTRICTIVE | NDORSEMENTS ( SECTI ON 3-206), ONLY A COLLECTI NG
BANK' S TRANSFEROR CAN G VE | NSTRUCTI ONS THAT AFFECT THE BANK OR CONSTI -
TUTE NOTICE TO IT, AND A COLLECTI NG BANK |'S NOT LI ABLE TO PRI OR PARTI ES
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FOR ANY ACTI ON TAKEN PURSUANT TO THE | NSTRUCTI ONS OR | N ACCORDANCE W TH

ANY AGREEMENT W TH I TS TRANSFEROR.

SECTI ON 4--204. METHODS OF SENDI NG AND PRESENTI NG SENDI NG DI RECTLY TO
PAYOR BANK.

(A) A COLLECTI NG BANK SHALL SEND | TEMS BY A REASONABLY PROVPT METHOD,
TAKI NG | NTO CONSI DERATI ON RELEVANT | NSTRUCTI ONS, THE NATURE OF THE | TEM
THE NUMBER OF THOSE | TEMS ON HAND, THE COST OF COLLECTI ON | NVOLVED, AND
THE METHOD GENERALLY USED BY I T OR OTHERS TO PRESENT THOSE | TEMS.

(B) A COLLECTI NG BANK MAY SEND:

(1) AN I TEM DI RECTLY TO THE PAYOR BANK;

(2) AN I TEM TO A NONBANK PAYOR | F AUTHORI ZED BY | TS TRANSFEROR; AND

(3) AN I TEM OTHER THAN DOCUMENTARY DRAFTS TO A NONBANK PAYOR, IF
AUTHORI ZED BY FEDERAL RESERVE REGULATI ON OR OPERATI NG Cl RCULAR, CLEAR-
I NG HOUSE RULE, OR THE LI KE.

(©) PRESENTMENT NMAY BE MADE BY A PRESENTI NG BANK AT A PLACE WHERE THE
PAYOR BANK OR OTHER PAYCR HAS REQUESTED THAT PRESENTMENT BE MADE.

SECTI ON 4--205. DEPCSI TARY BANK HOLDER OF UNI NDORSED | TEM

I F A CUSTOMER DELI VERS AN | TEM TO A DEPGSI TARY BANK FOR COLLECTI ON:

(A) THE DEPGCSI TARY BANK BECOVES A HOLDER OF THE | TEM AT THE TIME I T
RECEI VES THE | TEM FOR COLLECTION | F THE CUSTOMER AT THE TI ME OF DELI VERY
WAS A HOLDER OF THE | TEM WHETHER OR NOT THE CUSTOVER | NDORSES THE | TEM
AND, | F THE BANK SATI SFI ES THE OTHER REQUI REMENTS OF SECTION 3--302, |IT
'S A HOLDER | N DUE COURSE; AND

(B) THE DEPGCSI TARY BANK WARRANTS TO COLLECTI NG BANKS, THE PAYOR BANK
OR OTHER PAYOR, AND THE DRAWER THAT THE AMOUNT OF THE I TEM WAS PAID TO
THE CUSTOMER OR DEPOSI TED TO THE CUSTOMER S ACCOUNT.

SECTI ON 4--206. TRANSFER BETWEEN BANKS.

ANY AGREED METHOD THAT | DENTI FI ES THE TRANSFERCR BANK |'S SUFFI ClI ENT
FOR THE | TEM S FURTHER TRANSFER TO ANOTHER BANK.

SECTI ON 4--207. TRANSFER WARRANTI ES.

(A) A CUSTOVER OR COLLECTI NG BANK THAT TRANSFERS AN | TEM AND RECEI VES
A SETTLEMENT OR OTHER CONS| DERATI ON WARRANTS TO THE TRANSFEREE AND TO
ANY SUBSEQUENT COLLECTI NG BANK THAT:

(1) THE WARRANTOR IS A PERSON ENTI TLED TO ENFORCE THE | TEM

(2) ALL SIGNATURES ON THE | TEM ARE AUTHENTI C AND AUTHORI ZED;

(3) THE | TEM HAS NOT BEEN ALTERED,

(4) THE ITEM 1S NOT SUBJECT TO A DEFENSE OR CLAIM IN RECOUPMENT
(SECTION 3--305(A)) OF ANY PARTY THAT CAN BE ASSERTED AGAI NST THE
WARRANTOR;

(5) THE WARRANTOR HAS NO KNOALEDGE OF ANY | NSOLVENCY PROCEEDI NG
COMVENCED W TH RESPECT TO THE MAKER OR ACCEPTOR OR, I N THE CASE OF AN
UNACCEPTED DRAFT, THE DRAVER, AND

(6) WTH RESPECT TO ANY REMOTELY-CREATED CONSUMER |ITEM THAT THE
PERSON ON WHOSE ACCOUNT THE | TEM IS DRAWN AUTHORI ZED THE | SSUANCE OF THE
I TEMIN THE AMOUNT FOR VHICH THE | TEM | S DRAWN.

(B) IF AN ITEM IS DI SHONORED, A CUSTOMVER OR COLLECTI NG BANK TRANS-
FERRI NG THE | TEM AND RECEI VI NG SETTLEMENT OR OIHER CONSIDERATION IS
OBLI GED TO PAY THE AMOUNT DUE ON THE I TEM (1) ACCORDI NG TO THE TERMS OF
THE | TEM AT THE TIME I T WAS TRANSFERRED, OR (I1) I F THE TRANSFER WAS OF
AN | NCOWPLETE | TEM ACCORDI NG TO I TS TERMS WHEN COVPLETED AS STATED I N
SECTI ONS 3--115 AND 3--407. THE OBLI GATION OF A TRANSFEROR IS OANED TO
THE TRANSFEREE AND TO ANY SUBSEQUENT COLLECTI NG BANK THAT TAKES THE | TEM
IN GOOD FAITH A TRANSFEROR CANNOT DI SCLAIM I TS OBLI GATI ON UNDER THI S
SUBSECTI ON BY AN | NDORSEMENT STATI NG THAT I T IS MADE "W THOUT RECOURSE"
OR OTHERW SE DI SCLAI M NG LI ABI LI TY.



Co~NOoOUIT~hWNE

S. 5901 52

(© A PERSON TO WHOM THE WARRANTI ES UNDER SUBSECTI ON (A) ARE MADE AND
WHO TOOK THE ITEMIN GOOD FAITH MAY RECOVER FROM THE WARRANTOR AS
DAVAGES FOR BREACH OF WARRANTY AN AMOUNT EQUAL TO THE LOSS SUFFERED AS A
RESULT OF THE BREACH, BUT NOI' MORE THAN THE AMOUNT OF THE | TEM PLUS
EXPENSES AND LOSS OF | NTEREST | NCURRED AS A RESULT OF THE BREACH.

(D) THE WARRANTI ES STATED | N SUBSECTI ON (A) CANNOT BE DI SCLAI MED W TH
RESPECT TO CHECKS. UNLESS NOTI CE OF A CLAIM FOR BREACH OF WARRANTY IS
G VEN TO THE WARRANTOR W THI N THI RTY DAYS AFTER THE CLAI MANT HAS REASON
TO KNOW OF THE BREACH AND THE | DENTI TY OF THE WARRANTOR, THE WARRANTOR
IS DI SCHARGED TO THE EXTENT OF ANY LOSS CAUSED BY THE DELAY I N G VI NG
NOTlI CE OF THE CLAIM

(E) A CAUSE OF ACTION FOR BREACH OF WARRANTY UNDER THI'S SECTION
ACCRUES WHEN THE CLAI MANT HAS REASON TO KNOW OF THE BREACH.

SECTI ON 4--208. PRESENTMENT WARRANTI ES.

(A) |IF AN UNACCEPTED DRAFT | S PRESENTED TO THE DRAVEEE FOR PAYMENT OR
ACCEPTANCE AND THE DRAVEE PAYS OR ACCEPTS THE DRAFT, (I) THE PERSON
OBTAI NI NG PAYMENT OR ACCEPTANCE, AT THE TI ME OF PRESENTMENT, AND (I11) A
PREVI QUS TRANSFEROR OF THE DRAFT, AT THE TI ME OF TRANSFER, WARRANT TO
THE DRAVEE THAT PAYS OR ACCEPTS THE DRAFT | N GOOD FAI TH THAT:

(1) THE WARRANTOR |S, OR WAS, AT THE TI ME THE WARRANTCR TRANSFERRED
THE DRAFT, A PERSON ENTI TLED TO ENFORCE THE DRAFT OR AUTHORI ZED TO
OBTAI N PAYMENT OR ACCEPTANCE OF THE DRAFT ON BEHALF OF A PERSON ENTI TLED
TO ENFORCE THE DRAFT,;

(2) THE DRAFT HAS NOT BEEN ALTERED; AND

(3) THE WARRANTOR HAS NO KNOALEDGE THAT THE SI GNATURE OF THE PURPORTED
DRAVER OF THE DRAFT | S UNAUTHORI ZED; AND

(4) WTH RESPECT TO ANY REMOTELY-CREATED CONSUMER | TEM THAT THE
PERSON ON VWHOSE ACCOUNT THE | TEM IS DRAVWN AUTHORI ZED THE | SSUANCE OF THE
I TEMIN THE AMOUNT FOR VHICH THE | TEM | S DRAWN.

(B) A DRAVEE MAKI NG PAYMENT MAY RECOVER FROM A WARRANTOR DAMAGES FOR
BREACH OF WARRANTY EQUAL TO THE AMOUNT PAI D BY THE DRAVEE LESS THE
AMOUNT THE DRAWEE RECEI VED OR IS ENTI TLED TO RECEIVE FROM THE DRAVER
BECAUSE OF THE PAYMENT. I N ADDI TI ON, THE DRAWEE IS ENTI TLED TO COVPEN-
SATI ON FOR EXPENSES AND LOSS OF | NTEREST RESULTI NG FROM THE BREACH. THE
RIGAT O THE DRAVWEE TO RECOVER DAMAGES UNDER THI S SUBSECTI ON IS NOT
AFFECTED BY ANY FAI LURE OF THE DRAWEE TO EXERCISE ORDI NARY CARE I[N
MAKI NG PAYMENT. | F THE DRAWEE ACCEPTS THE DRAFT (1) BREACH OF WARRANTY
| S A DEFENSE TO THE OBLI GATI ON OF THE ACCEPTOR, AND (II1) IF THE ACCEPTOR
MAKES PAYMENT W TH RESPECT TO THE DRAFT, THE ACCEPTOR IS ENTITLED TO
RECOVER FROM A WARRANTOR FOR BREACH OF WARRANTY THE AMOUNTS STATED I N
TH' 'S SUBSECTI ON.

(O IF A DRAVWEE ASSERTS A CLAIM FOR BREACH OF WARRANTY UNDER
SUBSECTI ON (A) BASED ON AN UNAUTHORI ZED | NDORSEMENT OF THE DRAFT OR AN
ALTERATI ON OF THE DRAFT, THE WARRANTCOR MAY DEFEND BY PROVI NG THAT THE
| NDORSEMENT | S EFFECTI VE UNDER SECTI ON 3--404 OR 3--405 OR THE DRAWER I S
PRECLUDED UNDER SECTION 3--406 OR 4--406 FROM ASSERTI NG AGAI NST THE
DRAVEE THE UNAUTHORI ZED | NDORSEMENT OR ALTERATI ON.

(D) I'F (1) A D SHONORED DRAFT | S PRESENTED FOR PAYMENT TO THE DRAVER
OR AN INDORSER OR (Il) ANY OTHER I TEM IS PRESENTED FOR PAYMENT TO A
PARTY OBLI GED TO PAY THE I TEM AND THE ITEM IS PAI D, THE PERSON OBTAI N-
ING PAYMENT AND A PRI OR TRANSFEROR OF THE | TEM WARRANT TO THE PERSON
MAKI NG PAYMENT IN GOOD FAI TH THAT THE WARRANTOR IS, OR WAS, AT THE TI ME
THE WARRANTOR TRANSFERRED THE | TEM A PERSON ENTI TLED TO ENFORCE THE
| TEM OR AUTHCORI ZED TO OBTAI N PAYMENT ON BEHALF OF A PERSON ENTITLED TO
ENFORCE THE | TEM THE PERSON MAKI NG PAYMENT MAY RECOVER FROM ANY
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WARRANTOR FOR BREACH OF WARRANTY AN AMOUNT EQUAL TO THE AMOUNT PAI D PLUS
EXPENSES AND LOSS OF | NTEREST RESULTI NG FROM THE BREACH.

(E) THE WARRANTIES STATED IN SUBSECTIONS (A) AND (D) CANNOT BE
DI SCLAI MED W TH RESPECT TO CHECKS. UNLESS NOTICE OF A CLAIM FOR BREACH
OF WARRANTY IS GVEN TO THE WARRANTOR W THI N THI RTY DAYS AFTER THE
CLAI MANT HAS REASON TO KNONW OF THE BREACH AND THE IDENTITY OF THE
WARRANTOR, THE WARRANTOR |'S DI SCHARGED TO THE EXTENT OF ANY LOSS CAUSED
BY THE DELAY IN G VI NG NOTI CE OF THE CLAI M

(F) A CAUSE OF ACTION FOR BREACH OF WARRANTY UNDER THI'S SECTI ON
ACCRUES WHEN THE CLAI MANT HAS REASON TO KNOW OF THE BREACH.

SECTI ON 4--209. ENCODI NG AND RETENTI ON WARRANTI ES.

(A) A PERSON WHO ENCODES | NFORMATI ON ON OR W TH RESPECT TO AN | TEM
AFTER | SSUE WARRANTS TO ANY SUBSEQUENT COLLECTI NG BANK AND TO THE PAYOR
BANK OR OTHER PAYOR THAT THE | NFORMATI ON | S CORRECTLY ENCODED. |F THE
CUSTOVER OF A DEPOSI TARY BANK ENCODES, THAT BANK ALSO MAKES THE WARRAN-
TY.

(B) A PERSON WHO UNDERTAKES TO RETAI N AN | TEM PURSUANT TO AN AGREEMENT
FOR ELECTRONI C PRESENTMENT WARRANTS TO ANY SUBSEQUENT COLLECTI NG BANK
AND TO THE PAYOR BANK OR OTHER PAYOR THAT RETENTI ON AND PRESENTMENT OF
THE |TEM COMPLY W TH THE AGREEMENT. |F A CUSTOMER OF A DEPOSI TARY BANK
UNDERTAKES TO RETAIN AN | TEM THAT BANK ALSO MAKES THI S WARRANTY.

(C) A PERSON TO WHOM WARRANTI ES ARE MADE UNDER THI S SECTION, AND WHO
TOOK THE |TEM IN GOOD FAI TH, MAY RECOVER FROM THE WARRANTOR AS DAMAGES
FOR BREACH OF WARRANTY AN AMOUNT EQUAL TO THE LOSS SUFFERED AS A RESULT
OF THE BREACH, PLUS EXPENSES AND LOSS OF | NTEREST | NCURRED AS A RESULT
OF THE BREACH.

SECTI ON 4--210. SECURI TY | NTEREST OF COLLECTI NG BANK I N | TEMS, ACCOVPA-
NYI NG DOCUMENTS AND PROCEEDS.

(Al A COLLECTING BANK HAS A SECURITY I NTEREST IN AN | TEM AND ANY
ACCOMPANYI NG DOCUMENTS OR THE PROCEEDS OF El THER

(1) IN THE CASE OF AN | TEM DEPCSI TED I N AN ACCOUNT, TO THE EXTENT TO
WH CH CREDI T G VEN FOR THE | TEM HAS BEEN W THDRAWN OR APPLI ED;

(2) IN THE CASE OF AN | TEM FOR WHI CH | T HAS G VEN CREDI T AVAI LABLE FOR
W THDRAWAL AS OF RIGHT, TO THE EXTENT OF THE CREDI T G VEN, WHETHER OR
NOT THE CREDIT |'S DRAWN UPON OR THERE | S A RI GHT OF CHARGE- BACK; OR

(3) IF I T MAKES AN ADVANCE ON OR AGAI NST THE | TEM

(B) |F CREDIT G VEN FOR SEVERAL | TEMS RECEI VED AT ONE TI ME OR PURSUANT
TO A SI NGLE AGREEMENT |'S W THDRAWN OR APPLIED IN PART, THE SECURI TY
| NTEREST REMAI NS UPON ALL THE | TEMS, ANY ACCOVPANYI NG DOCUMENTS, OR THE
PROCEEDS OF El THER. FOR THE PURPCSE OF THI' S SECTI ON, CREDI TS FIRST G VEN
ARE FI RST W THDRAWN.

(C) RECEI PT BY A COLLECTI NG BANK OF A FI NAL SETTLEMENT FOR AN I TEM IS
A REALI ZATION ON I TS SECURI TY | NTEREST I N THE | TEM ACCOMPANYI NG DOCU-
MENTS, AND PROCEEDS. SO LONG AS THE BANK DOES NOT RECEIVE FINAL SETTLE-
MENT FOR THE ITEM OR G VE UP POSSESSI ON OF THE | TEM OR POSSESSI ON OR
CONTROL OF THE ACCOWPANYI NG DOCUMENTS FOR  PURPOSES OTHER  THAN
COLLECTION, THE SECURITY |NTEREST CONTINUES TO THAT EXTENT AND IS
SUBJECT TO ARTI CLE 9, BUT:

(1) NO SECURI TY AGREEMENT |S NECESSARY TO MAKE THE SECURI TY | NTEREST
ENFORCEABLE ( SECTI ON 9- - 203(B) (3) (A)) ;

(2) NO FILING | S REQUI RED TO PERFECT THE SECURI TY | NTEREST; AND

(3) THE SECURITY [INTEREST HAS PRI ORI TY OVER CONFLI CTI NG PERFECTED
SECURI TY | NTERESTS I N THE | TEM ACCOVPANYI NG DOCUMENTS, OR PROCEEDS.
SECTI ON 4--211. WHEN BANK G VES VALUE FOR PURPOSES OF HOLDER IN DUE

COURSE.
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FOR PURPOSES OF DETERM NING I TS STATUS AS A HOLDER | N DUE COURSE, A
BANK HAS @ VEN VALUE TO THE EXTENT IT HAS A SECURITY |INTEREST IN AN
ITEM | F THE BANK OTHERW SE COVPLI ES W TH THE REQUI REMENTS OF SECTI ON
3--302 ON WHAT CONSTI TUTES A HOLDER I N DUE COURSE.

SECTI ON 4--212. PRESENTMENT BY NOTICE OF | TEM NOT PAYABLE BY, THROUGH,
OR AT BANK; LIABILITY OF DRAVER OR | NDORSER.

(A) UNLESS OTHERW SE | NSTRUCTED, A COLLECTI NG BANK NMAY PRESENT AN | TEM
NOT' PAYABLE BY, THROUGH, OR AT A BANK BY SENDI NG TO THE PARTY TO ACCEPT
OR PAY A RECORD PROVID NG NOTICE THAT THE BANK HOLDS THE | TEM FOR
ACCEPTANCE OR PAYMENT. THE NOTI CE MJUST BE SENT IN TI ME TO BE RECEI VED ON
OR BEFORE THE DAY WHEN PRESENTMENT | S DUE, AND THE BANK MJST MEET ANY
REQUI REMENT OF THE PARTY TO ACCEPT OR PAY UNDER SECTI ON 3--501 BY THE
CLCSE OF THE BANK' S NEXT BANKI NG DAY AFTER | T KNOAS OF THE REQUI REMENT.

(B) I'F PRESENTMENT IS MADE BY NOTICE AND PAYMENT, ACCEPTANCE, OR
REQUEST FOR COWPLI ANCE W TH A REQUI REMENT UNDER SECTI ON 3--501 IS NOT
RECEI VED BY THE CLOSE OF BUSI NESS ON THE DAY AFTER MATURITY OR, IN THE
CASE OF DEMAND | TEM5, BY THE CLOSE OF BUSI NESS ON THE THI RD BANKI NG DAY
AFTER NOTI CE WAS SENT, THE PRESENTI NG BANK MAY TREAT THE | TEM AS DI SHON-
ORED AND CHARGE ANY DRAVWER OR | NDORSER BY SENDING IT NOTMICE OF THE
FACTS.

SECTI ON 4--213. MEDI UM AND TI ME OF SETTLEMENT BY BANK.

(A) WTH RESPECT TO SETTLEMENT BY A BANK, THE MEDI UM AND TI ME OF
SETTLEMENT MAY BE PRESCRI BED BY FEDERAL RESERVE REGULATIONS OR Cl RCU-
LARS, CLEARI NG HOUSE RULES, AND THE LIKE, OR BY AGREEMENT. IN THE
ABSENCE OF SUCH PRESCRI PTI ON:

(1) THE MEDI UM OF SETTLEMENT IS CASH CR CREDIT TO AN ACCOUNT IN A
FEDERAL RESERVE BANK OF, OR SPECI FI ED BY, THE PERSON TO RECEI VE SETTLE-
VENT; AND

(2) THE TIME OF SETTLEMENT, IS:

(1) WTH RESPECT TO TENDER OF SETTLEMENT BY CASH, A CASH ER S CHECK,
OR TELLER S CHECK, WHEN THE CASH OR CHECK IS SENT OR DELI VERED;

(I'l') WTH RESPECT TO TENDER OF SETTLEMENT BY CREDI T I N AN ACCOUNT IN A
FEDERAL RESERVE BANK, WHEN THE CREDI T | S MADE;

(I'r1)y WTH RESPECT TO TENDER OF SETTLEMENT BY A CREDIT OR DEBIT TO AN
ACCOUNT I'N A BANK, WHEN THE CREDIT OR DEBIT IS MADE OR, IN THE CASE OF
TENDER OF SETTLEMENT BY AUTHORI TY TO CHARGE AN ACCOUNT, WHEN THE AUTHOR-
I TY I'S SENT OR DELI VERED; OR

(1Y) WTH RESPECT TO TENDER OF SETTLEMENT BY A FUNDS TRANSFER, WHEN
PAYMENT | S MADE PURSUANT TO SECTI ON 4A--406(A) TO THE PERSON RECEI VI NG
SETTLEMENT.

(B) IF THE TENDER OF SETTLEMENT 1S NOT BY A MEDI UM AUTHORI ZED BY
SUBSECTI ON (A) OR THE TI ME OF SETTLEMENT IS NOT FI XED BY SUBSECTI ON (A),
NO SETTLEMENT OCCURS UNTI L THE TENDER OF SETTLEMENT | S ACCEPTED BY THE
PERSON RECEI VI NG SETTLEMENT.

(© |IF SETTLEMENT FOR AN I TEM IS MADE BY CASH ER S CHECK OR TELLER S
CHECK AND THE PERSON RECEI VI NG SETTLEMENT, BEFCORE | TS M DNI GHT DEADLI NE:

(1) PRESENTS OR FORWARDS THE CHECK FOR CCOLLECTI ON, SETTLEMENT | S FI NAL
WHEN THE CHECK IS FI NALLY PAID;, OR

(2) FAILS TO PRESENT OR FORWARD THE CHECK FOR COLLECTION, SETTLEMENT
IS FINAL AT THE M DNI GHT DEADLI NE OF THE PERSON RECEI VI NG SETTLEMENT.

(D) |IF SETTLEMENT FOR AN ITEM 1S MADE BY A VING AUTHORI TY TO CHARGE
THE ACCOUNT OF THE BANK G VI NG SETTLEMENT | N THE BANK RECEI VI NG SETTLE-
MENT, SETTLEMENT |'S FI NAL WHEN THE CHARGE | S MADE BY THE BANK RECEI VI NG
SETTLEMENT, |F THERE ARE FUNDS AVAI LABLE | N THE ACCOUNT FOR THE AMOUNT
OF THE | TEM
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SECTI ON 4--214. RIGHT OF CHARGE- BACK OR REFUND; LI ABILITY OF COLLECTI NG
BANK; RETURN OF | TEM

(A) IF A COLLECTING BANK HAS MADE PROVI SI ONAL SETTLEMENT W TH I TS
CUSTOVER FOR AN | TEM AND FAILS BY REASON OF DI SHONOR, SUSPENSI ON OF
PAYMENTS BY A BANK, OR OTHERW SE, TO RECEI VE SETTLEMENT FOR THE | TEM
VWH CH IS OR BECOMVES FI NAL, THE BANK MAY REVOKE THE SETTLEMENT G VEN BY
T, CHARGE BACK THE AMOUNT OF ANY CREDIT G VEN FOR THE ITEMTO I TS
CUSTOVER S ACCOUNT, OR OBTAIN REFUND FROM I TS CUSTOMVER, WHETHER OR NOT
IT IS ABLE TO RETURN THE ITEM |IF BY I TS M DNl GHT DEADLINE, OR WTH N A
LONGER REASONABLE TI ME AFTER | T LEARNS THE FACTS, I T RETURNS THE | TEM OR
SENDS NOTI FI CATI ON OF THE FACTS. |F THE RETURN OR NOTICE |S DELAYED
BEYOND THE BANK'S M DNI GHT DEADLI NE, OR A LONGER REASONABLE TI ME AFTER
| T LEARNS THE FACTS, THE BANK MAY REVOKE THE SETTLEMENT, CHARGE BACK THE
CREDI T, OR OBTAIN REFUND FROM | TS CUSTOMVER, BUT IT |S LIABLE FOR ANY
LCSS RESULTI NG FROM THE DELAY. THESE RI GHTS TO REVCKE, CHARGE BACK, AND
OBTAI N REFUND TERM NATE | F AND WHEN A SETTLEMENT FOR THE | TEM RECEI VED
BY THE BANK | S OR BECOVES FI NAL.

(B) A COLLECTI NG BANK RETURNS AN | TEM WHEN I T IS SENT OR DELI VERED TO
THE BANK' S CUSTOMER OR TRANSFEROR, OR PURSUANT TO | TS | NSTRUCTI ONS.

(© A DEPCSI TARY BANK THAT IS ALSO THE PAYOR MAY CHARGE BACK THE
AMOUNT OF AN ITEM TO ITS CUSTOMER S ACCOUNT OR OBTAIN A REFUND I N
ACCORDANCE W TH THE SECTI ON GOVERNI NG RETURN OF AN | TEM RECEIVED BY A
PAYOR BANK FOR CREDIT ON I TS BOCKS ( SECTI ON 4--301).

(D) THE RIGHT TO CHARGE BACK IS NOT AFFECTED BY:

(1) PREVIQUS USE OF A CREDIT G VEN FOR THE I TEM OR

(2) FAILURE BY ANY BANK TO EXERCI SE ORDI NARY CARE W TH RESPECT TO THE
| TEM BUT A BANK SO FAI LI NG REMAI NS LI ABLE.

(E) A FAI LURE TO CHARCGE BACK OR CLAIM REFUND DCES NOT AFFECT OTHER
RI GHTS OF THE BANK AGAI NST THE CUSTOMER OR ANY OTHER PARTY.

(F) IF CREDIT IS GVEN IN DOLLARS AS THE EQUI VALENT OF THE VALUE CF AN
| TEM PAYABLE | N FOREI GN MONEY, THE DOLLAR AMOUNT OF ANY CHARCGE- BACK OR
REFUND MJUST BE CALCULATED ON THE BASI S OF THE BANK- OFFERED SPOT RATE FOR
THE FOREI GN MONEY PREVAI LI NG ON THE DAY WHEN THE PERSON ENTI TLED TO THE
CHARGE-BACK OR REFUND LEARNS THAT I'T WLL NOT RECElI VE PAYMENT I N THE
ORDI NARY COURSE.

SECTI ON 4--215. FI NAL PAYMENT OF | TEM BY PAYOR BANK; WHEN PROVI SI ONAL
DEBI TS AND CREDI TS BECOVE FI NAL; VWHEN CERTAI N CREDI TS
BECOVE AVAI LABLE FOR W THDRAWAL.

(A) AN ITEM IS FINALLY PAID BY A PAYOR BANK WHEN THE BANK HAS FI RST
DONE ANY OF THE FOLLOW NG

(1) PAID FOR THE | TEM I N CASH;

(2) SETTLED FOR THE | TEM W THOUT HAVI NG A RI GHT TO REVOKE THE SETTLE-
MENT UNDER STATUTE, CLEARI NG HOUSE RULE, OR AGREEMENT; OR

(3) MADE A PROVI SI ONAL SETTLEMENT FOR THE | TEM AND FAILED TO REVOKE
THE  SETTLEMENT IN THE TIME AND NMANNER PERM TTED BY STATUTE,
CLEARI NG HOUSE RULE, OR AGREEMENT.

(B) I'F PROVI SIONAL SETTLEMENT FOR AN | TEM DCES NOT BECOME FINAL, THE
I TEM IS NOT FI NALLY PAI D.

(© |IF PROVISIONAL SETTLEMENT FOR AN | TEM BETWEEN THE PRESENTI NG AND
PAYOR BANKS | S MADE THROUGH A CLEARI NG HOUSE OR BY DEBITS OR CREDITS IN
AN ACCOUNT BETWEEN THEM THEN TO THE EXTENT THAT PROVI SI ONAL DEBI TS OR
CREDI TS FOR THE | TEM ARE ENTERED | N ACCOUNTS BETWEEN THE PRESENTI NG AND
PAYOR BANKS, OR BETWEEN THE PRESENTI NG AND SUCCESSI VE PRI OR COLLECTI NG
BANKS SERI ATI M THEY BECOVE FI NAL UPON FI NAL PAYMENT OF THE | TEM BY THE
PAYOR BANK.
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(D) I'F A COLLECTI NG BANK RECEI VES A SETTLEMENT FOR AN ITEMVWH CH I S OR
BECOVES FI NAL, THE BANK IS ACCOUNTABLE TO I TS CUSTOVER FOR THE AMOUNT OF
THE |ITEM AND ANY PROVISIONAL CREDIT G VEN FOR THE | TEM I N AN ACCOUNT
WTH I TS CUSTOMER BECOVES FI NAL.

(E) SUBJECT TO (1) APPLI CABLE LAW STATI NG A TI ME FOR AVAI LABI LI TY OF
FUNDS, AND (I1) ANY RIGHT OF THE BANK TO APPLY THE CREDIT TO AN OBLI -
GATION OF THE CUSTOMER, CREDIT 3 VEN BY A BANK FOR AN I TEM I N A CUSTOM
ER S ACCOUNT BECOMES AVAI LABLE FOR W THDRAWAL AS OF RI GHT:

(1) I'F THE BANK HAS RECEI VED A PROVI SI ONAL SETTLEMENT FOR THE | TEM
VWHEN THE SETTLEMENT BECOVES FI NAL AND THE BANK HAS HAD A REASONABLE TI ME
TO RECEI VE RETURN OF THE I TEM AND THE | TEM HAS NOT BEEN RECElI VED W THI N
THAT TI ME;

(2) IF THE BANK IS BOTH THE DEPCSI TARY BANK AND THE PAYOR BANK, AND
THE I TEM I S FI NALLY PAI D, AT THE OPENING OF THE BANK'S SECOND BANKI NG
DAY FOLLOW NG RECEI PT OF THE | TEM

(F) SUBJECT TO APPLI CABLE LAW STATING A TI ME FOR AVAI LABI LI TY OF FUNDS
AND ANY RI GHT OF A BANK TO APPLY A DEPCSI T TO AN OBLI GATI ON OF THE DEPG
SITOR, A DEPOSIT OF MONEY BECOVES AVAI LABLE FOR W THDRAWAL AS OF RI GHT
AT THE OPENI NG OF THE BANK' S NEXT BANKING DAY AFTER RECEIPT OF THE
DEPCSI T.

SECTI ON 4--216. | NSOLVENCY AND PREFERENCE.

(A IF AN ITEM IS IN OR COVES I NTO THE POSSESSI ON CF, A PAYOR OR
COLLECTI NG BANK THAT SUSPENDS PAYMENT AND THE | TEM HAS NOT BEEN FI NALLY
PAID, THE |TEM MJST BE RETURNED BY THE RECElI VER, TRUSTEE, OR AGENT IN
CHARCGE OF THE CLOSED BANK TO THE PRESENTI NG BANK OR THE CLOSED BANK' S
CUSTOVER.

(B) I'F A PAYOR BANK FI NALLY PAYS AN | TEM AND SUSPENDS PAYMENTS W THOUT
MAKING A SETTLEMENT FOR THE ITEMWTH I TS CUSTOVER OR THE PRESENTI NG
BANK VWH CH SETTLEMENT IS OR BECOMES FI NAL, THE OANER OF THE I TEM HAS A
PREFERRED CLAI M AGAI NST THE PAYOR BANK.

(O |IF A PAYOR BANK @ VES, OR A COLLECTI NG BANK G VES OR RECEI VES, A
PROVI SI ONAL SETTLEMENT FOR AN | TEM AND THEREAFTER SUSPENDS PAYMENTS, THE
SUSPENSI ON DOES NOT PREVENT OR | NTERFERE W TH THE SETTLEMENT' S BECOM NG
FINAL |F THE FINALITY OCCURS AUTOVATI CALLY UPON THE LAPSE OF CERTAIN
TI ME OR THE HAPPENI NG OF CERTAI N EVENTS.

(D) I'F A COLLECTI NG BANK RECEI VES FROM SUBSEQUENT PARTI ES SETTLEMENT
FOR AN | TEM WH CH SETTLEMENT IS OR BECOVES FI NAL, AND THE BANK SUSPENDS
PAYMENTS W THOUT MAKING A SETTLEMENT FOR THE ITEMWTH I TS CUSTOMER
VWH CH SETTLEMENT IS OR BECOMES FINAL, THE OMER OF THE |ITEM HAS A
PREFERRED CLAI M AGAI NST THE COLLECTI NG BANK.

PART 3
COLLECTI ON OF | TEMs: PAYOR BANKS
SECTI ON 4--301. POSTI NG RECOVERY OF PAYMENT BY RETURN OF | TEMS; TIME OF
DI SHONOR;, RETURN OF | TEMS BY PAYOR BANK.

(A) IF A PAYOR BANK SETTLES FOR A DEMAND | TEM OTHER THAN A DOCUMENTARY
DRAFT PRESENTED OTHERW SE THAN FOR | MMEDI ATE PAYMENT OVER THE COUNTER
BEFORE M DNI GHT OF THE BANKI NG DAY OF RECEI PT, THE PAYOR BANK MAY REVCKE
THE SETTLEMENT AND RECOVER THE SETTLEMENT | F, BEFORE | T HAS MADE FI NAL
PAYMENT AND BEFORE | TS M DNl GHT DEADLINE, |IT

(1) RETURNS THE | TEM

(2) RETURNS AN I MAGE OF THE ITEM |F THE PARTY TO WHICH THE RETURN | S
MADE HAS ENTERED | NTO AN AGREEMENT TO ACCEPT AN | MAGE AS A RETURN OF THE
| TEM AND THE | MAGE | S RETURNED | N ACCORDANCE W TH THAT AGREEMENT; OR

(3) SENDS A RECORD PROVI DI NG NOTI CE OF DI SHONOR OR NONPAYMENT | F THE
| TEM | S UNAVAI LABLE FOR RETURN.
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(B) IF A DEMAND I|TEM IS RECEIVED BY A PAYOR BANK FOR CREDIT ON | TS
BOOKS, | T MAY RETURN THE | TEM OR SEND NOTI CE OF DI SHONOR AND MAY REVOKE
ANY CREDIT G VEN OR RECOVER THE AMOUNT THEREOF W THDRAWN BY | TS CUSTOM
ER, IFIT ACTS WTH N THE TIME LIMT AND IN THE MANNER SPECIFIED [N
SUBSECTI ON ( A) .

(C) UNLESS PREVIOUS NOTICE OF DI SHONOR HAS BEEN SENT, AN ITEM IS
DI SHONORED AT THE TI ME WHEN FOR PURPOSES OF DI SHONOR I T IS RETURNED OR
NOTI CE SENT | N ACCORDANCE W TH TH' S SECTI ON.

(D) AN | TEM | S RETURNED:

(1) AS TO AN |TEM PRESENTED THROUGH A CLEARI NG HOUSE, WHEN IT IS
DELI VERED TO THE PRESENTI NG OR LAST COLLECTI NG BANK OR TO THE CLEARI NG
HOUSE OR |S SENT OR DELIVERED | N ACCORDANCE W TH CLEARI NG HOUSE RULES;
R

(2) IN ALL OTHER CASES, WHEN I T IS SENT OR DELIVERED TO THE BANK' S
CUSTOMER OR TRANSFEROR OR PURSUANT TO | NSTRUCTI ONS.

SECTI ON 4--302. PAYER S BANK RESPONSI BI LI TY FOR LATE RETURN OF | TEM

(A) |F AN I TEM IS PRESENTED TO AND RECEl VED BY A PAYOR BANK, THE BANK
| S ACCOUNTABLE FOR THE AMOUNT OF:

(1) A DEMAND | TEM OTHER THAN A DOCUMENTARY DRAFT, WHETHER PROPERLY
PAYABLE OR NOT, IF THE BANK, IN ANY CASE INWH CH IT IS NOT ALSO THE
DEPCS| TARY BANK, RETAINS THE | TEM BEYOND M DNl GHT OF THE BANKI NG DAY OF
RECEI PT W THOUT SETTLING FOR I T OR, WHETHER OR NOT IT IS ALSO THE DEPO-
SI TARY BANK, DOES NOT PAY OR RETURN THE | TEM OR SEND NOTI CE OF DI SHONOR
UNTI L AFTER | TS M DNI GHT DEADLINE; OR

(2) ANY OTHER PROPERLY PAYABLE | TEM UNLESS, W THI N THE TI ME ALLOWED
FOR ACCEPTANCE OR PAYMENT OF THAT | TEM THE BANK El THER ACCEPTS OR PAYS
THE | TEM OR RETURNS | T AND ACCOVPANY!I NG DOCUMENTS.

(B) THE LIABILITY OF A PAYOR BANK TO PAY AN [|TEM PURSUANT TO
SUBSECTI ON (A) |'S SUBJECT TO DEFENSES BASED ON BREACH OF A PRESENTMENT
WARRANTY ( SECTI ON  4--208) OR PROOF THAT THE PERSON SEEKI NG ENFORCEMENT
OF THE LI ABI LI TY PRESENTED OR TRANSFERRED THE | TEM FOR THE PURPOSE OF
DEFRAUDI NG THE PAYOR BANK.

SECTI ON 4--303. WHEN | TEMS SUBJECT TO NOTI CE, STOP- PAYVENT ORDER, LEGAL
PROCESS, OR SETOFF; ORDER IN WH CH ITEMS MAY BE
CHANGED OR CERTI FI ED.

(A) ANY KNOMEDGE, NOTICE, OR STOP- PAYMENT ORDER RECEl VED BY, LEGAL
PROCESS SERVED UPON, OR SETOFF EXERCI SED BY A PAYOR BANK COMES TOO LATE
TO TERM NATE, SUSPEND, OR MODI FY THE BANK' S RI GHT OR DUTY TO PAY AN | TEM
OR TO CHARGE ITS CUSTOMER S ACCOUNT FOR THE | TEM | F THE KNOW.EDGE,
NOTI CE, STOP- PAYMENT ORDER, OR LEGAL PROCESS | S RECEI VED OR SERVED AND A
REASONABLE TI ME FOR THE BANK TO ACT THEREON EXPIRES OR THE SETOFF IS
EXERCI SED AFTER THE EARLI EST OF THE FOLLOW NG

(1) THE BANK ACCEPTS OR CERTI FI ES THE | TEM

(2) THE BANK PAYS THE | TEM | N CASH;

(3) THE BANK SETTLES FOR THE | TEM W THOUT HAVI NG A RI GHT TO REVOKE THE
SETTLEMENT UNDER STATUTE, CLEARI NG HOUSE RULE, OR AGREEMENT;

(4) THE BANK BECOVES ACCOUNTABLE FOR THE AMOUNT OF THE | TEM UNDER
SECTI ON 4--302 DEALING W TH THE PAYOR BANK'S RESPONSIBILITY FOR LATE
RETURN OF | TEMS;, OR

(5 WTH RESPECT TO CHECKS, A CUTOFF HOUR NO EARLI ER THAN ONE HOUR
AFTER THE OPENI NG OF THE NEXT BANKI NG DAY AFTER THE BANKI NG DAY ON WHI CH
THE BANK RECElI VED THE CHECK AND NO LATER THAN THE CLOSE OF THAT NEXT
BANKING DAY OR |F NO CUTOFF HOUR | S FI XED, THE CLOSE OF THE NEXT BANK-
I NG DAY AFTER THE BANKI NG DAY ON WH CH THE BANK RECEI VED THE CHECK.

(B) SUBJECT TO SUBSECTI ON (A), | TEMS MAY BE ACCEPTED, PAID, CERTI FIED,
OR CHARGED TO THE | NDI CATED ACCOUNT OF | TS CUSTOMER | N ANY ORDER.
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PART 4
RELATI ONSHI P BETWEEN PAYOR BANK AND | TS CUSTOMER
SECTI ON 4--401. WHEN BANK MAY CHARGE CUSTOMER S ACCOUNT.

(A) A BANK MAY CHARCE AGAI NST THE ACCOUNT OF A CUSTOVER AN | TEM THAT
I S PROPERLY PAYABLE FROM THE ACCOUNT EVEN THOUGH THE CHARGE CREATES AN
OVERDRAFT. AN ITEM 1S PROPERLY PAYABLE I|F IT IS AUTHORI ZED BY THE
CUSTOVER AND | S I N ACCORDANCE W TH ANY AGREEMENT BETWEEN THE CUSTOVER
AND BANK.

(B) A CUSTOVER |S NOT LIABLE FOR THE AMOUNT OF AN OVERDRAFT | F THE
CUSTOVER NEI THER SI GNED THE | TEM NOR BENEFI TED FROM THE PROCEEDS OF THE
| TEM

(© A BANK MAY CHARCE AGAI NST THE ACCOUNT OF A CUSTOVER A CHECK THAT
| S OTHERW SE PROPERLY PAYABLE FROM THE ACCOUNT, EVEN THOUGH PAYMENT WAS
MADE BEFORE THE DATE OF THE CHECK, UNLESS THE CUSTOMER HAS G VEN NOTI CE
TO THE BANK OF THE POSTDATING DESCRIBING THE CHECK WTH REASONABLE
CERTAINTY. THE NOTICE IS EFFECTIVE FOR THE PERI OD STATED I N SECTI ON
4--403(B) FOR STOP- PAYMENT ORDERS, AND MUST BE RECElI VED AT SUCH TI ME AND
N SUCH MANNER AS TO AFFORD THE BANK A REASONABLE OPPORTUNI TY TO ACT ON
I T BEFORE THE BANK TAKES ANY ACTI ON W TH RESPECT TO THE CHECK DESCRI BED
I N SECTI ON 4--303. |IF A BANK CHARGES AGAI NST THE ACCOUNT OF A CUSTOMER A
CHECK BEFORE THE DATE STATED IN THE NOTI CE OF POSTDATING THE BANK IS
LI ABLE FOR DAMAGES FOR THE LCSS RESULTI NG FROM I TS ACT. THE LCSS NAY
| NCLUDE DAMAGES FOR DI SHONOR OF SUBSEQUENT | TEMS UNDER SECTI ON 4--402.

(D) A BANK THAT I N GOCD FAI TH MAKES PAYMENT TO A HOLDER MAY CHARGE THE
I NDI CATED ACCOUNT OF | TS CUSTOMER ACCORDI NG TO

(1) THE ORIG NAL TERMS OF THE ALTERED I TEM OR

(2) THE TERVMS OF THE COVPLETED | TEM EVEN THOUGH THE BANK KNOAS THE
| TEM HAS BEEN COWLETED UNLESS THE BANK HAS NOTI CE THAT THE COVPLETI ON
WAS | MPROPER.

SECTI ON 4--402. BANK'S LIABILITY TO CUSTOVER FOR WRONGFUL DI SHONOR, TI ME
OF DETERM NI NG | NSUFFI CI ENT BALANCE OF ACCOUNT.

(A) EXCEPT AS OTHERW SE PROVIDED I N THI' S ARTI CLE, A PAYOR BANK WRONG
FULLY DI SHONORS AN ITEMIF | T DI SHONORS AN | TEM THAT IS PROPERLY PAYA-
BLE, BUT A BANK MAY DI SHONOR AN | TEM THAT WOULD CREATE AN OVERDRAFT
UNLESS I T HAS AGREED TO PAY THE OVERDRAFT.

(B) A PAYOR BANK |S LIABLE TO ITS CUSTOVER FOR DAVAGES PROXI MATELY
CAUSED BY THE WRONGFUL DI SHONOR OF AN |ITEM LIABILITY IS LIMTED TO
ACTUAL DAMAGES PROVED AND NMAY | NCLUDE DAMAGES FOR AN ARREST OR PROSE-
CUTION OF THE CUSTOVER OR OTHER CONSEQUENTI AL DAMAGES. WHETHER ANY
CONSEQUENTI AL DAMAGES ARE PROXI MATELY CAUSED BY THE WRONGFUL DI SHONOR | S
A QUESTI ON OF FACT TO BE DETERM NED | N EACH CASE.

(© A PAYOR BANK' S DETERM NATI ON OF THE CUSTOMVER S ACCOUNT BALANCE ON
VWH CH A DECI SI ON TO DI SHONOR FOR | NSUFFI CI ENCY OF AVAILABLE FUNDS IS
BASED MAY BE MADE AT ANY TI ME BETWEEN THE TI ME THE | TEM | S RECEI VED BY
THE PAYOR BANK AND THE TI ME THAT THE PAYOR BANK RETURNS THE |ITEM OR
G VES NOTICE IN LIEU OF RETURN, AND NO MORE THAN ONE DETERM NATI ON NEED
BE MADE. |F, AT THE ELECTI ON OF THE PAYOR BANK, A SUBSEQUENT BALANCE
DETERM NATION IS MADE FOR THE PURPOSE OF REEVALUATI NG THE BANK' S DECI -
SION TO DI SHONOR THE | TEM THE ACCOUNT BALANCE AT THAT TIME IS DETERM -
NATI VE OF WHETHER A DI SHONOR FOR | NSUFFI Cl ENCY OF AVAI LABLE FUNDS | S
VRONGFUL.

SECTI ON 4--403. CUSTOVER S RI GHAT TO STOP PAYMENT, BURDEN OF PROOF OF
LCSS.

(A) A CUSTOVER OR ANY PERSON AUTHORI ZED TO DRAW ON THE ACCOUNT | F
THERE | S MORE THAN ONE PERSON MAY STOP PAYMENT OF ANY | TEM DRAVWN ON THE
CUSTOVER S ACCOUNT OR CLCSE THE ACCOUNT BY AN ORDER TO THE BANK DESCRI B-
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I NG THE | TEM OR ACCOUNT W TH REASONABLE CERTAI NTY RECEI VED AT A TI ME AND
IN A MANNER THAT AFFORDS THE BANK A REASONABLE OPPORTUNI TY TO ACT ON I T
BEFORE ANY ACTI ON BY THE BANK WTH RESPECT TO THE |TEM DESCRIBED IN
SECTION 4--303. |F THE SI GNATURE OF MORE THAN ONE PERSON IS REQUI RED TO
DRAW ON AN ACCOUNT, ANY OF THESE PERSONS MAY STOP PAYMENT OR CLOSE THE
ACCOUNT.

(B) A STOP-PAYMENT ORDER IS EFFECTI VE FOR SI X MONTHS, BUT | T LAPSES
AFTER FOURTEEN CALENDAR DAYS | F THE ORI G NAL ORDER WAS ORAL AND WAS NOT
CONFIRMED |IN A RECORD WTH N THAT PERI GD. A STOP- PAYMENT ORDER MAY BE
RENEWED FOR ADDI TI ONAL SI X- MONTH PERI GDS BY A RECORD G VEN TO THE BANK
WTH N A PERI OD DURI NG WH CH THE STOP- PAYMENT ORDER | S EFFECTI VE.

(© THE BURDEN OF ESTABLI SHI NG THE FACT AND AMOUNT OF LOSS RESULTI NG
FROM THE PAYMENT OF AN | TEM CONTRARY TO A STOP- PAYMENT ORDER OR ORDER TO
CLCSE AN ACCOUNT |'S ON THE CUSTOVER. THE LOSS FROM PAYMENT OF AN | TEM
CONTRARY TO A STOP-PAYMENT ORDER MAY | NCLUDE DAMAGES FOR DI SHONOR OF
SUBSEQUENT | TEMS UNDER SECTI ON 4--402.

SECTI ON 4--404. BANK NOT OBLI GED TO PAY CHECK MORE THAN SI X MONTHS QOLD.

A BANK | S UNDER NO OBLI GATION TO A CUSTOVER HAVI NG A CHECKI NG ACCOUNT
TO PAY A CHECK, OTHER THAN A CERTI FI ED CHECK, VWH CH | S PRESENTED MORE
THAN SI X MONTHS AFTER | TS DATE, BUT I T MAY CHARGE | TS CUSTOVER S ACCOUNT
FOR A PAYMENT MADE THEREAFTER | N GOOD FAI TH.

SECTI ON 4--405. DEATH OR | NCOWPETENCE OF CUSTOMER.

(A) A PAYOR OR COLLECTI NG BANK' S AUTHORI TY TO ACCEPT, PAY, OR COLLECT
AN ITEM OR TO ACCOUNT FOR PROCEEDS OF | TS COLLECTION, |F OIHERW SE
EFFECTI VE, IS NOT RENDERED | NEFFECTI VE BY | NCOVPETENCE OF A CUSTOMER OF
El THER BANK EXI STING AT THE TIME THE ITEMIS | SSUED OR I TS COLLECTION I S
UNDERTAKEN | F THE BANK DOES NOT KNOW OF AN ADJUDI CATI ON OF | NCOMPETENCE.
NEI THER DEATH NOR | NCOWETENCE OF A CUSTOVER REVOKES THE AUTHORI TY TO
ACCEPT, PAY, COLLECT, OR ACCOUNT UNTIL THE BANK KNONW OF THE FACT OF
DEATH OR OF AN ADJUDI CATI ON OF | NCOVPETENCE AND HAS REASONABLE OPPCRTU-
NI TY TO ACT ON IT.

(B) EVEN W TH KNOALEDGE, A BANK MAY FOR TEN DAYS AFTER THE DATE OF
DEATH PAY OR CERTI FY CHECKS DRAVWN ON OR BEFORE THAT DATE UNLESS ORDERED
TO STOP PAYMENT BY A PERSON CLAI M NG AN | NTEREST | N THE ACCOUNT.

SECTI ON 4--406. CUSTOVER S DUTY TO DI SCOVER AND REPORT UNAUTHCRI ZED
SI GNATURE OR ALTERATI ON.

(A) A BANK THAT SENDS OR MAKES AVAI LABLE TO A CUSTOVER A STATEMENT OF
ACCOUNT SHOW NG PAYMENT OF | TEMS FOR THE ACCOUNT SHALL ElI THER RETURN OR
MAKE AVAI LABLE TO THE CUSTOMER THE | TEMS PAI D OR PROVI DE | NFORVATI ON I N
THE STATEMENT OF ACCOUNT SUFFI CI ENT TO ALLOW THE CUSTOVER REASONABLY TO
| DENTIFY THE |ITEMs PAID. THE STATEMENT OF ACCOUNT PROVI DES SUFFI CI ENT
| NFORVATION | F THE | TEM | S DESCRI BED BY | TEM NUMBER, AMOUNT, AND DATE OF
PAYMENT.

(B) IF THE | TEMS ARE NOT RETURNED TO THE CUSTOMVER, THE PERSON RETAI N-
ING THE |ITEMS SHALL EITHER RETAIN THE |ITEMS OR |F THE | TEM5 ARE
DESTROYED, MAI NTAIN THE CAPACI TY TO FURNI SH LEG BLE COPI ES OF THE | TEMS
UNTIL THE EXPIRATION OF SEVEN YEARS AFTER RECEIPT OF THE I TEMs. A
CUSTOVER MAY REQUEST AN | TEM FROM THE BANK THAT PAID THE | TEM AND THAT
BANK MJST PROVIDE N A REASONABLE TIME EI THER THE I TEM OR, |F THE | TEM
HAS BEEN DESTROYED OR IS NOT OTHERW SE OBTAI NABLE, A LEGQ BLE COPY OF THE
| TEM

(O IF A BANK SENDS OR MAKES AVAI LABLE A STATEMENT OF ACCOUNT OR | TEMS
PURSUANT TO SUBSECTION (A), THE CUSTOVER MJST EXERCISE REASONABLE
PROVWTNESS | N EXAM NI NG THE STATEMENT OR THE | TEMS TO DETERM NE WHETHER
ANY PAYMENT WAS NOT AUTHORI ZED BECAUSE OF AN ALTERATION OF AN | TEM OR
BECAUSE A PURPORTED SI GNATURE BY OR ON BEHALF OF THE CUSTOMER WAS NOT
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AUTHORI ZED. | F, BASED ON THE STATEMENT OR | TEMS PROVI DED, THE CUSTOMER
SHOULD REASONABLY HAVE DI SCOVERED THE UNAUTHORI ZED PAYMENT, THE CUSTOVER
MUST PROMPTLY NOTI FY THE BANK OF THE RELEVANT FACTS.

(D) IF THE BANK PROVES THAT THE CUSTOVER FAI LED, W TH RESPECT TO AN
| TEM TO COVPLY WTH THE DUTIES | MPOSED ON THE CUSTOVER BY SUBSECTI ON
(©, THE CUSTOVER | S PRECLUDED FROM ASSERTI NG AGAI NST THE BANK:

(1) THE CUSTOVER S UNAUTHORI ZED Sl GNATURE OR ANY ALTERATI ON ON THE
I TEM |1 F THE BANK ALSO PROVES THAT I T SUFFERED A LOSS BY REASON OF THE
FAI LURE;, AND

(2) THE CUSTOVER S UNAUTHORI ZED Sl GNATURE OR ALTERATI ON BY THE SAME
VWRONGDOER ON ANY OTHER | TEM PAID IN GOOD FAITH BY THE BANK |F THE
PAYMENT WAS MADE BEFORE THE BANK RECEI VED NOTI CE FROM THE CUSTOVER OF
THE UNAUTHORI ZED SI GNATURE OR ALTERATI ON AND AFTER THE CUSTOMER HAD BEEN
AFFORDED A REASONABLE PERI OD OF TIME, NOTI' EXCEEDING TH RTY DAYS, I[N
VWH CH TO EXAM NE THE | TEM OR STATEMENT OF ACCOUNT AND NOTI FY THE BANK.

(E) IF SUBSECTION (D) APPLIES AND THE CUSTOVER PROVES THAT THE BANK
FAI LED TO EXERCI SE ORDI NARY CARE | N PAYI NG THE | TEM AND THAT THE FAI LURE
SUBSTANTI ALLY CONTRI BUTED TO LOSS, THE LOSS |S ALLOCATED BETWEEN THE
CUSTOVER PRECLUDED AND THE BANK ASSERTI NG THE PRECLUSI ON ACCORDI NG TO
THE EXTENT TO WHICH THE FAILURE O THE CUSTOMER TO COWLY WTH
SUBSECTION (C) AND THE FAILURE OF THE BANK TO EXERCI SE ORDI NARY CARE
CONTRI BUTED TO THE LGSS. | F THE CUSTOMER PROVES THAT THE BANK DID NOT
PAY THE | TEM I N GOOD FAI TH, THE PRECLUSI ON UNDER SUBSECTI ON (D) DOES NOT
APPLY.

(F) WTHOUT REGARD TO CARE OR LACK OF CARE OF ElI THER THE CUSTOVER OR
THE BANK, A CUSTOVER WHO DOES NOT' W THI N ONE YEAR AFTER THE STATEMENT OR
| TEMS ARE MADE AVAI LABLE TO THE CUSTOMVER ( SUBSECTI ON (A)) DI SCOVER AND
REPORT THE CUSTOVER S UNAUTHORI ZED SI GNATURE ON OR ANY ALTERATI ON ON THE
ITEM 1S PRECLUDED FROM ASSERTING AGAINST THE BANK THE UNAUTHORI ZED
SI GNATURE OR ALTERATION. IF THERE IS A PRECLUSI ON UNDER THI S SUBSECTI ON,
THE PAYOR BANK MAY NOT' RECOVER FOR BREACH OF WARRANTY UNDER SECTI ON
4--208 W TH RESPECT TO THE UNAUTHORI ZED SI GNATURE OR ALTERATI ON TO WHI CH
THE PRECLUSI ON APPLI ES.

SECTI ON 4--407. PAYOR BANK' S RI GHT TO SUBROGATI ON ON | MPROPER PAYMENT.

| F A PAYOR BANK HAS PAID AN | TEM OVER THE ORDER OF THE DRAVER OR MAKER
TO STOP PAYMENT, OR AFTER AN ACCOUNT HAS BEEN CLOSED, OR OTHERW SE UNDER
Cl RCUMSTANCES G VING A BASIS FOR OBJECTI ON BY THE DRAWER OR MAKER, TO
PREVENT UNJUST ENRI CHMVENT AND ONLY TO THE EXTENT NECESSARY TO PREVENT
LCSS TO THE BANK BY REASON OF I TS PAYMENT OF THE | TEM THE PAYOR BANK I S
SUBROGATED TO THE RI GHTS

(1) OF ANY HOLDER IN DUE COURSE ON THE | TEM AGAI NST THE DRAVER OR
MAKER;

(2) OF THE PAYEE OR ANY OTHER HOLDER OF THE | TEM AGAI NST THE DRAVER OR
MAKER ElI THER ON THE | TEM OR UNDER THE TRANSACTI ON OQUT OF WHICH THE | TEM
ARGCSE; AND

(3) OF THE DRAVER OR MAKER AGAI NST THE PAYEE OR ANY OTHER HOLDER OF
THE | TEM W TH RESPECT TO THE TRANSACTI ON QUT OF WHI CH THE | TEM ARCSE.

PART 5
COLLECTI ON OF DOCUMENTARY DRAFTS
SECTI ON 4--501. HANDLI NG OF DOCUMENTARY DRAFTS; DUTY TO SEND FOR
PRESENTMENT AND TO NOTI FY CUSTOVER OF DI SHONOR.

A BANK THAT TAKES A DOCUMENTARY DRAFT FOR COLLECTI ON SHALL PRESENT OR
SEND THE DRAFT AND ACCOVPANYI NG DOCUMENTS FOR PRESENTMENT AND, UPON
LEARNI NG THAT THE DRAFT HAS NOT BEEN PAI D OR ACCEPTED | N DUE COURSE,
SHALL REASONABLY NOTI FY | TS CUSTOMER OF THE FACT EVEN THOUGH | T MAY HAVE



Co~NOoOUIT~hWNE

S. 5901 61

DI SCOUNTED OR BOUGHT THE DRAFT OR EXTENDED CREDI T AVAILABLE FOR WTH
DRAVWAL AS OF RI GHT.
SECTI ON 4--502. PRESENTMENT OF "ON ARRI VAL" DRAFTS.

IF A DRAFT OR THE RELEVANT |NSTRUCTIONS REQUI RE PRESENTMENT "ON
ARRI VAL", "WHEN GOODS ARRI VE' OR THE LI KE, THE COLLECTI NG BANK NEED NOT
PRESENT UNTIL IN ITS JUDGVENT A REASONABLE TI ME FOR ARRI VAL OF THE GOODS
HAS EXPI RED. REFUSAL TO PAY OR ACCEPT BECAUSE THE GOODS HAVE NOT
ARRI VED | S NOT DI SHONOR; THE BANK MUST NOTIFY |ITS TRANSFEROR OF THE
REFUSAL BUT NEED NOT PRESENT THE DRAFT AGAIN UNTIL IT I'S I NSTRUCTED TO
DO SO OR LEARNS OF THE ARRI VAL OF THE GOODS.

SECTI ON 4--503. RESPONSI BI LI TY OF PRESENTI NG BANK FOR DOCUMENTS AND
GOODS; REPORT OF REASONS FOR DI SHONOR;, REFEREE | N CASE
OF NEED.

UNLESS OTHERW SE | NSTRUCTED AND EXCEPT AS PROVIDED IN ARTICLE 5, A
BANK PRESENTI NG A DOCUMENTARY DRAFT:

(1) MJST DELI VER THE DOCUMENTS TO THE DRAVEE ON ACCEPTANCE OF THE
DRAFT IF |IT |S PAYABLE MORE THAN THREE DAYS AFTER PRESENTMENT; OTHER-
W SE, ONLY ON PAYMENT; AND

(2) UPON DI SHONOR, EITHER I N THE CASE OF PRESENTMENT FOR ACCEPTANCE OR
PRESENTMENT FOR PAYMENT, MAY SEEK AND FOLLOW | NSTRUCTIONS FROM ANY
REFEREE | N CASE OF NEED DESI GNATED IN THE DRAFT OR, | F THE PRESENTI NG
BANK DOES NOT CHOOSE TO UTILIZE THE REFEREE'S SERVICES, |IT MJST USE
DILIGENCE AND GOOD FAITH TO ASCERTAIN THE REASON FOR DI SHONOR, MUST
NOTI FY | TS TRANSFEROR OF THE DI SHONOR AND OF THE RESULTS OF I TS EFFORT
TO ASCERTAI N THE REASONS THEREFOR, AND MUST REQUEST | NSTRUCTI ONS.

HONEVER THE PRESENTI NG BANK |S UNDER NO OBLI GATI ON W TH RESPECT TO
GOODS REPRESENTED BY THE DOCUMENTS EXCEPT TO FOLLOW ANY REASONABLE
| NSTRUCTI ONS REASONABLY RECEIVED;, | T HAS A RIGHT TO REI MBURSEMENT FOR
ANY EXPENSE | NCURRED | N FOLLOW NG | NSTRUCTI ONS AND TO PREPAYMENT OF OR
| NDEMNI TY FOR THOSE EXPENSES.

SECTI ON 4--504. PRI VI LEGE OF PRESENTI NG BANK TO DEAL W TH GOODS; SECURI -
TY | NTEREST FOR EXPENSES.

(A) A PRESENTING BANK THAT, FOLLOW NG THE DI SHONOR OF A DOCUMENTARY
DRAFT, HAS REASONABLY REQUESTED | NSTRUCTI ONS BUT DOES NOT RECElI VE THEM
WTH N A REASONABLE TIME MAY STORE, SELL, OR OTHERW SE DEAL W TH THE
GOODS | N ANY REASONABLE MANNER.

(B) FOR I TS REASONABLE EXPENSES | NCURRED BY ACTION UNDER SUBSECTI ON
(A) THE PRESENTING BANK HAS A LIEN UPON THE GOODS OR THEI R PROCEEDS,
VH CH MAY BE FORECLOSED I N THE SAVE MANNER AS AN UNPAI D SELLER S LI EN.

S 28. Paragraph (g) of subsection 1 of section 4-A-105 of the uniform
commerci al code, as added by chapter 208 of the laws of 1990, is amended
to read as foll ows:

(g) "Prove" wth respect to a fact neans to neet the burden of
establishing the fact (subsection (B)(8) of section 1-201).

S 29. Subsection 1 of section 4-A-106 of the uniformcomercial code,
as added by chapter 208 of +the laws of 1990, is anmended to read as
fol | ows:

(1) The time of receipt of a paynment order or communi cation cancelling
or amending a paynment order is determined by the rules applicable to
receipt of a notice stated in [subsection (27) of] Section [1-201]
1--202. A receiving bank may fix a cut-off time or times on a funds-
transfer business day for the receipt and processi ng of paynent orders
and comruni cations cancelling or anending paynment orders. Different
cut-off tinmes may apply to paynent orders, cancellations, or anendnents,
or to different categories of paynent orders, cancellations, or anend-
ments. A cut-off time nay apply to senders generally or different cut-
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off times may apply to different senders or categories of paynent
orders. |If a paynent order or comrunication cancelling or anending a
paynment order is received after the close of a funds-transfer business
day or after the appropriate cut-off time on a funds-transfer business
day, the receiving bank may treat the paynment order or communication as
recei ved at the opening of the next funds-transfer business day.

S 30. Subsection 2 of section 4-A-204 of the uniform conmercial code,
as added by chapter 208 of the laws of 1990, is anended to read as
fol | ows:

(2) Reasonable tinme under subsection (1) nay be fixed by agreenent as
stated in subsection (1) of Section [1-204] 1--302(B), but the obli-
gation of a receiving bank to refund paynent as stated in subsection (1)
may not ot herw se be varied by agreenent.

S 31. Subsection (c) of section 5--103 of the uniform conmercial code,
as added by chpater 471 of +the laws of 2000, is anmended to read as
fol | ows:

(c) Wth the exception of this subsection, subsections (a) and (d) of
this section, paragraphs (9) and (10) of subsection (a) of section
5--102, subsection (d) of section 5--106, and subsection (d) of section
5--114, and except to the extent prohibited in [subsection (3) of]
section [1--102] 1--302 and subsection (d) of section 5--117, the effect
of this article nay be varied by agreenent or by a provision stated or
incorporated by reference in an undertaking. A termin an agreenment or
undertaki ng generally excusing liability or generally limting renedies
for failure to performobligations is not sufficient to vary obligations
prescribed by this article.

S 32. Article 7 of the uniformcomercial code is REPEALED and a new
article 7 is added to read as foll ows:

ARTI CLE 7- DOCUMENTS OF TI TLE
PART 1
GENERAL
SECTI ON 7--101. SHORT TI TLE.

TH S ARTICLE MAY BE CITED AS UN FORM COWERCI AL CODE- DOCUMENTS OF
TI TLE.

SECTI ON 7--102. DEFI NI TI ONS AND | NDEX OF DEFI NI Tl ONS.

(A) IN TH S ARTI CLE, UNLESS THE CONTEXT OTHERW SE REQUI RES:

(1) "BAILEE" MEANS A PERSON THAT BY A WAREHOUSE RECEI PT, BILL OF
LADI NG OR OTHER DOCUMENT OF Tl TLE ACKNOW.EDGES POSSESSI ON OF GOODS AND
CONTRACTS TO DELI VER THEM

(2) "CARRIER' MEANS A PERSON THAT | SSUES A BILL OF LADI NG

(3) "CONSIGNEE'" MEANS A PERSON NAMED IN A BILL OF LADING TO WH CH OR
TO WHOSE ORDER THE BI LL PROM SES DELI VERY.

(4) " CONSI GNOR' MEANS A PERSON NAMED IN A BILL OF LADI NG AS THE PERSON
FROM WHI CH THE GOODS HAVE BEEN RECElI VED FOR SHI PMENT.

(5) "DELI VERY ORDER' MEANS A RECORD THAT CONTAI NS AN ORDER TO DELI VER
GOODS DIRECTED TO A WAREHOUSE, CARRIER, OR OTHER PERSON THAT I N THE
ORDI NARY COURSE OF BUSI NESS | SSUES WAREHOUSE RECEIPTS OR BILLS OF
LADI NG

(6) "GOOD FAITH' MEANS HONESTY I N FACT AND THE OBSERVANCE OF REASON-
ABLE COMVERCI AL STANDARDS OF FAI R DEALI NG

(7) "GOODS" MEANS ALL THINGS THAT ARE TREATED AS MOWABLE FOR THE
PURPOSES OF A CONTRACT FOR STORAGE OR TRANSPORTATI ON.

(8) "ISSUER' MEANS A BAI LEE THAT | SSUES A DOCUMENT OF TITLE OR, I N THE
CASE OF AN UNACCEPTED DELI VERY ORDER, THE PERSON THAT ORDERS THE POSSES-
SOR OF GOODS TO DELI VER. THE TERM | NCLUDES A PERSON FOR WH CH AN AGENT
OR EMPLOYEE PURPORTS TO ACT IN ISSUNG A DOCUMENT |IF THE AGENT OR
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EMPLOYEE HAS REAL OR APPARENT AUTHORI TY TO | SSUE DOCUMENTS, EVEN | F THE
| SSUER DI D NOT RECEI VE ANY GOODS, THE GOODS WERE M SDESCRI BED, OR | N ANY
OTHER RESPECT THE AGENT OR EMPLOYEE VI OLATED THE | SSUER S | NSTRUCTI ONS.

(9) "PERSON ENTI TLED UNDER THE DOCUMENT" MEANS THE HOLDER, | N THE CASE
OF A NEGOTI ABLE DOCUMENT OF TITLE, OR THE PERSON TO WHI CH DELI VERY OF
THE GOODS |'S TO BE MADE BY THE TERMS OF, OR PURSUANT TO | NSTRUCTIONS I N
A RECORD UNDER, A NONNEGOTI ABLE DOCUMENT OF TI TLE.

(10) [ RESERVED] .

(11) "SIGN' MEANS, WTH PRESENT | NTENT TO AUTHENTI CATE OR ADCPT A
RECORD:

(A) TO EXECUTE OR ADOPT A TANG BLE SYMBOL; OR

(B) TO ATTACH TO OR LOG CALLY ASSOCI ATE W TH THE RECORD AN ELECTRONI C
SOUND, SYMBOL, OR PROCESS.

(12) "SHI PPER' MEANS A PERSON THAT ENTERS | NTO A CONTRACT OF TRANSPOR-
TATI ON W TH A CARRI ER

(13) "WAREHOUSE" MEANS A PERSON ENGAGED | N THE BUSI NESS OF STORI NG
GOODS FOR HI RE.

(B) DEFINI TIONS | N OTHER ARTI CLES APPLYING TO THIS ARTICLE AND THE
SECTI ONS | N WHI CH THEY APPEAR ARE:

(1) "CONTRACT FOR SALE', SECTI ON 2- - 106.

(2) "LESSEE I N THE ORDI NARY COURSE OF BUSI NESS', SECTI ON 2A- - 103.

(3) "RECEI PT" OF GOODS, SECTI ON 2- - 103.

(C) IN ADDI TION, ARTI CLE 1 CONTAI NS GENERAL DEFI NI TI ONS AND PRI NCI PLES
OF CONSTRUCTI ON AND | NTERPRETATI ON APPLI CABLE THROUGHOUT THI'S ARTI CLE.
SECTI ON 7--103. RELATI ON OF ARTI CLE TO TREATY OR STATUTE.

(A TH'S ARTICLE IS SUBJECT TO ANY TREATY OR STATUTE OF THE UNI TED
STATES OR REGULATORY STATUTE OF THI'S STATE TO THE EXTENT THE TREATY,
STATUTE, OR REGULATORY STATUTE IS APPLI CABLE.

(B) THIS ARTICLE DOES NOT MODIFY OR REPEAL ANY LAW PRESCRI BI NG THE
FORM OR CONTENT OF A DOCUMENT OF TITLE OR THE SERVI CES OR FACILITIES TO
BE AFFORDED BY A BAI LEE, OR OTHERW SE REGULATI NG A BAI LEE' S BUSI NESS I N
RESPECTS NOT SPECI FI CALLY TREATED IN TH S ARTI CLE. HOWEVER, VI OLATI ON OF
SUCH A LAW DOES NOT AFFECT THE STATUS OF A DOCUMENT OF TI TLE THAT OTHER-
WSE IS WTH N THE DEFI NI TION OF A DOCUVENT OF TI TLE.

(C) TH'S ARTI CLE MODIFIES, LIM TS, AND SUPERSEDES THE FEDERAL ELEC
TRONI C S| GNATURES | N GLOBAL AND NATI ONAL COMMERCE ACT (15 U.S.C. SECTI ON
7001, ET. SEQ) BUT DOES NOT MODIFY, LIMT, OR SUPERSEDE SECTI ON 101(C)
OF THAT ACT (15 U.S.C. SECTI ON 7001(C)) OR AUTHORI ZE ELECTRONI C DELI VERY
OF ANY OF THE NOTI CES DESCRI BED | N SECTI ON 103(B) OF THAT ACT (15 U.S.C.
SECTI ON 7003(B)).

(D) TO THE EXTENT THERE |'S A CONFLI CT BETWEEN THE ELECTRONIC S| GNA-
TURES AND RECORDS ACT ( STATE TECHNOLOGY LAW 301 ET. SEQ) AND THI S ARTI -
CLE, THI S ARTI CLE GOVERNS.

SECTI ON 7--104. NEGOTI ABLE AND NONNEGOTI ABLE DOCUMENT OF TI TLE.

(A) EXCEPT AS OTHERWSE PROVIDED |N SUBSECTION (C), A DOCUMENT OF
TI TLE 1'S NEGOTI ABLE | F BY I TS TERMS THE GOODS ARE TO BE DELIVERED TO
BEARER OR TO THE ORDER OF A NAMED PERSON.

(B) A DOCUMENT OF TI TLE OTHER THAN ONE DESCRI BED | N SUBSECTION (A) IS
NONNEGOTI ABLE. A BILL OF LADI NG THAT STATES THAT THE GOODS ARE CONS| GNED
TO A NAMED PERSON |'S NOT MADE NEGOTI ABLE BY A PROVI SION THAT THE GOODS
ARE TO BE DELI VERED ONLY AGAI NST AN ORDER | N A RECORD S| GNED BY THE SAME
OR ANOTHER NAMED PERSON.

(C) A DOCUMENT OF TITLE |'S NONNEGOTI ABLE |F, AT THE TIME I T IS | SSUED,
THE DOCUMENT HAS A CONSPI CUOUS LEGEND, HOWEVER EXPRESSED, THAT IT IS
NONNEGOT| ABLE.

SECTI ON 7--105. REI SSUANCE | N ALTERNATI VE MEDI UM
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(A) UPON REQUEST OF A PERSON ENTI TLED UNDER AN ELECTRONI C DOCUMENT OF
TITLE, THE | SSUER OF THE ELECTRONI C DOCUMENT MAY | SSUE A TANG BLE DOCU-
MENT OF TITLE AS A SUBSTI TUTE FOR THE ELECTRONI C DOCUMENT | F:

(1) THE PERSON ENTITLED UNDER THE ELECTRONI C DOCUMENT SURRENDERS
CONTROL OF THE DOCUMENT TO THE | SSUER. AND

(2) THE TANG BLE DOCUMENT WHEN | SSUED CONTAI NS A STATEMENT THAT IT IS
| SSUED | N SUBSTI TUTI ON FOR THE ELECTRONI C DOCUNENT.

(B) UPON | SSUANCE OF A TANG BLE DOCUMENT OF TI TLE I N SUBSTI TUTI ON FOR
AN ELECTRONI C DOCUVENT OF TI TLE | N ACCORDANCE W TH SUBSECTI ON ( A):

(1) THE ELECTRONI C DOCUMENT CEASES TO HAVE ANY EFFECT OR VALIDITY; AND

(2) THE PERSON THAT PROCURED |SSUANCE OF THE TANG BLE DOCUMENT
WARRANTS TO ALL SUBSEQUENT PERSONS ENTI TLED UNDER THE TANG BLE DOCUMENT
THAT THE WARRANTOR WAS A PERSON ENTI TLED UNDER THE ELECTRONIC DOCUMENT
WHEN THE WARRANTOR SURRENDERED CONTROL OF THE ELECTRONI C DOCUMENT TO THE
| SSUER.

(C) UPON REQUEST OF A PERSON ENTI TLED UNDER A TANG BLE DOCUMENT OF
TITLE, THE | SSUER OF THE TANG BLE DOCUMENT MAY | SSUE AN ELECTRONI C DOCU-
MENT OF TITLE AS A SUBSTI TUTE FOR THE TANG BLE DOCUMENT | F:

(1) THE PERSON ENTITLED UNDER THE TANG BLE DOCUMENT SURRENDERS
POSSESSI ON OF THE DOCUMENT TO THE | SSUER, AND

(2) THE ELECTRONI C DOCUMENT WHEN | SSUED CONTAI NS A STATEMENT THAT I T
'S 1 SSUED | N SUBSTI TUTI ON FOR THE TANG BLE DOCUMENT.

(D) UPON | SSUANCE OF AN ELECTRONI C DOCUMENT OF TITLE [IN SUBSTI TUTI ON
FOR A TANG BLE DOCUMENT OF TI TLE | N ACCORDANCE W TH SUBSECTI ON (C):

(1) THE TANG BLE DOCUMENT CEASES TO HAVE ANY EFFECT OR VALIDI TY; AND

(2) THE PERSON THAT PROCURED |SSUANCE OF THE ELECTRONI C DOCUMENT
WARRANTS TO ALL SUBSEQUENT PERSONS ENTI TLED UNDER THE ELECTRONIC DOCU-
MENT THAT THE WARRANTOR WAS A PERSON ENTI TLED UNDER THE TANG BLE DOCU-
MENT WHEN THE WARRANTOR SURRENDERED POSSESSI ON OF THE TANG BLE DOCUNMENT
TO THE | SSUER
SECTI ON 7--106. CONTROL OF ELECTRONI C DOCUMENT OF TI TLE.

(A A PERSON HAS CONTROL OF AN ELECTRONI C DOCUMENT OF TITLE IF A
SYSTEM EMPLOYED FOR EVI DENCI NG THE TRANSFER OF | NTERESTS IN THE ELEG
TRONI C  DOCUMENT RELI ABLY ESTABLI SHES THAT PERSON AS THE PERSON TO V\HI CH
THE ELECTRONI C DOCUMENT WAS | SSUED OR TRANSFERRED.

(B) A SYSTEM SATI SFI ES SUBSECTI ON (A), AND A PERSON | S DEEMED TO HAVE
CONTROL OF AN ELECTRONI C DOCUMENT OF TI TLE, |F THE DOCUMENT | S CREATED,
STORED AND ASSI GNED | N SUCH A MANNER THAT:

(1) A SINGLE AUTHORI TATIVE COPY OF THE DOCUMENT EXISTS WHICH IS
UNI QUE, |DENTIFIABLE, AND, EXCEPT AS OTHERW SE PROVI DED | N PARAGRAPHS
(4), (5), AND (6), UNALTERABLE;

(2) THE AUTHORI TATI VE COPY | DENTI FI ES THE PERSON ASSERTI NG CONTROL AS:

(A) THE PERSON TO WHI CH THE DOCUMENT WAS | SSUED; OR

(B) |F THE AUTHORI TATI VE COPY | NDI CATES THAT THE DOCUMENT HAS BEEN
TRANSFERRED, THE PERSON TO WHI CH THE DOCUMENT WAS MOST RECENTLY TRANS-
FERRED;

(3) THE AUTHORI TATI VE COPY |'S COVMUNI CATED TO AND MAI NTAINED BY THE
PERSON ASSERTI NG CONTROL OR | TS DES|I GNATED CUSTODI AN;

(4) COPIES OR AVENDMENTS THAT ADD OR CHANGE AN | DENTI FI ED ASSI GNEE OF
THE AUTHORI TATI VE COPY CAN BE MADE ONLY W TH THE CONSENT OF THE PERSON
ASSERTI NG CONTROL;

(5 EACH COPY OF THE AUTHORI TATIVE COPY AND ANY COPY OF A COPY IS
READI LY | DENTI FI ABLE AS A COPY THAT |'S NOT THE AUTHORI TATI VE COPY; AND

(6) ANY AMENDMENT OF THE AUTHORI TATI VE COPY |'S READI LY | DENTI FI ABLE AS
AUTHORI ZED OR UNAUTHORI ZED.
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PART 2
WAREHOUSE RECEI PTS: SPECI AL PROVI SI ONS
SECTI ON 7--201. PERSON THAT MAY | SSUE A WAREHOUSE RECEI PT; STORAGE UNDER
BOND.

(A) A WAREHOUSE RECEI PT MAY BE | SSUED BY ANY WAREHOUSE.

(B) IF GOODS, |NCLUDING DI STILLED SPIRITS AND AGRI CULTURAL COMMOD-
| TIES, ARE STORED UNDER A STATUTE REQUI RI NG A BOND AGAI NST W THDRAWAL OR
A LI CENSE FOR THE | SSUANCE OF RECEIPTS IN THE NATURE OF WAREHOUSE
RECEI PTS, A RECEIPT |SSUED FOR THE GOODS | S DEEMED TO BE A WAREHOUSE
RECEI PT EVEN | F | SSUED BY A PERSON THAT | S THE O\ NER OF THE GOODS AND I S
NOT A WAREHOUSE.

SECTI ON 7--202. FORM OF WAREHOUSE RECEI PT; EFFECT OF OM SSI ON.

(A) A WAREHOUSE RECEI PT NEED NOT BE I N ANY PARTI CULAR FORM

(B) UNLESS A WAREHOUSE RECEI PT PROVI DES FOR EACH OF THE FOLLOW NG, THE
WAREHOUSE | S LI ABLE FOR DAMAGES CAUSED TO A PERSON | NJURED BY I TS OM S-
SI ON:

(1) A STATEMENT OF THE LOCATI ON OF THE WAREHOUSE FACI LI TY WHERE THE
GOCDS ARE STORED;

(2) THE DATE OF | SSUE OF THE RECEI PT,;

(3) THE UNI QUE | DENTI FI CATI ON CODE OF THE RECEI PT,;

(4) A STATEMENT WHETHER THE GOODS RECEI VED WLL BE DELIVERED TO THE
BEARER, TO A NAMED PERSON, OR TO A NAMED PERSON OR | TS ORDER;

(5) THE RATE OF STORAGE AND HANDLI NG CHARGES, UNLESS GOCDS ARE STORED
UNDER A FI ELD WAREHOUSI NG ARRANGEMENT, | N WHI CH CASE A STATEMENT OF THAT
FACT |'S SUFFI Cl ENT ON A NONNEGOTI ABLE RECEI PT,;

(6) A DESCRI PTI ON OF THE GOCDS OR THE PACKAGES CONTAI NI NG THEM

(7) THE SI GNATURE OF THE WAREHOUSE OR | TS AGENT;

(8) I'F THE RECEIPT IS | SSUED FOR GOODS THAT THE WAREHOUSE OWNS, EI THER
SOLELY, JO NTLY, OR IN COVWON W TH OTHERS, A STATEMENT OF THE FACT OF
THAT OANERSHI P;  AND

(9) A STATEMENT OF THE AMOUNT OF ADVANCES MADE AND CF LI ABILITIES
I NCURRED FOR WHI CH THE WAREHOUSE CLAIMS A LIEN OR SECURITY | NTEREST,
UNLESS THE PRECI SE AMOUNT OF ADVANCES MADE OR LI ABI LI TI ES | NCURRED, AT
THE TIME OF THE | SSUE OF THE RECEI PT, 1S UNKNOWN TO THE WAREHOUSE CR TO
I TS AGENT THAT | SSUED THE RECEI PT, I N WH CH CASE A STATEMENT OF THE FACT
THAT ADVANCES HAVE BEEN MADE OR LI ABI LI TI ES | NCURRED AND THE PURPCSE OF
THE ADVANCES OR LI ABILITIES I'S SUFFI Cl ENT.

(© A WAREHOUSE MAY INSERT IN ITS RECEIPT ANY TERMS THAT ARE NOT
CONTRARY TO THI'S ACT AND DO NOT | MPAIR I TS OBLI GATI ON OF DELI VERY UNDER
SECTION 7--403 OR I TS DUTY OF CARE UNDER SECTION 7--204. ANY CONTRARY
PROVI SI ON | S | NEFFECTI VE.

SECTI ON 7--203. LIABILITY FOR NONRECElI PT OR M SDESCRI PTI ON.

A PARTY TGO  OR PURCHASER FOR, VALUE I N GOOD FAI TH OF A DOCUMENT OF
TI' TLE, OTHER THAN A BILL OF LADI NG THAT RELI ES UPON THE DESCRI PTI ON OF
THE GOCDS | N THE DOCUMENT MAY RECOVER FROM THE | SSUER DAMAGES CAUSED BY
THE NONRECEI PT OR M SDESCRI PTI ON OF THE GOODS, EXCEPT TO THE EXTENT
THAT:

(1) THE DOCUMENT CONSPI CUOUSLY | NDI CATES THAT THE | SSUER DOES NOT KNOW
WHETHER ALL OR PART OF THE GOODS | N FACT WERE RECEI VED OR CONFORM TO THE
DESCRI PTIAON, SUCH AS A CASE IN WHCH THE DESCRIPTION IS I N TERMS OF
MARKS OR LABELS OR KIND, QUANTITY, OR CONDITION, OR THE RECEIPT OR
DESCRI PTION IS QUALI FI ED BY "CONTENTS, CONDI TI ON, AND QUALI TY UNKNOMW',
"SAID TO CONTAI N', OR WORDS OF SIM LAR IMPORT, |IF THE IND CATION IS
TRUE; OR

(2) THE PARTY OR PURCHASER OTHERW SE HAS NOTI CE OF THE NONRECEI PT OR
M SDESCRI PTI ON.
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SECTI ON 7--204. DUTY OF CARE; CONTRACTUAL LIMTATION OF WAREHOUSE' S
LI ABI LI TY.

(A) A WAREHOUSE IS LIABLE FOR DAMAGES FOR LOSS OF OR I NJURY TO THE
GOCDS CAUSED BY I TS FAI LURE TO EXERCI SE CARE WTH REGARD TO THE GOODS
THAT A REASONABLY CAREFUL PERSON WOULD EXERCI SE UNDER SI M LAR Cl RCUM
STANCES. UNLESS OTHERW SE AGREED, THE WAREHOUSE |S NOI' LIABLE FOR
DAVAGES THAT COULD NOT HAVE BEEN AVO DED BY THE EXERCI SE OF THAT CARE.

(B) DAMAGES MAY BE LIM TED BY A TERM | N THE WAREHOUSE RECEI PT OR STOR-
AGE AGREEMENT LIM TING THE AMOUNT OF LIABILITY I N CASE OF LOSS OR DAVAGE
BEYOND VWH CH THE WAREHOUSE |S NOTI' LIABLE. SUCH A LI M TATION IS NOT
EFFECTI VE W TH RESPECT TO THE WAREHOUSE' S LI ABILITY FOR CONVERSION TO
I TS OAN USE. ON REQUEST OF THE BAILOR I N A RECORD AT THE TI ME OF SI GNI NG
THE STORAGE AGREEMENT OR W THI N A REASONABLE TI ME AFTER RECEI PT OF THE
WAREHOUSE RECEI PT, THE WAREHOUSE' S LI ABI LI TY MAY BE | NCREASED ON PART OR
ALL OF THE GOODS COVERED BY THE STORAGE AGREEMENT OR THE WAREHOUSE
RECEIPT. IN TH'S EVENT, |INCREASED RATES MNAY BE CHARGED BASED ON AN
I NCREASED VALUATI ON OF THE GOODS.

(©) REASONABLE PROVI SIONS AS TO THE TIME AND MANNER OF PRESENTI NG
CLAIMS AND COMVENCI NG ACTI ONS BASED ON THE BAI LMENT MAY BE | NCLUDED | N
THE WAREHOUSE RECEI PT OR STORAGE AGREEMENT.

SECTI ON 7--205. TI TLE UNDER WAREHOUSE RECEI PT DEFEATED | N CERTAI N CASES.

A BUYER I N ORDI NARY COURSE OF BUSI NESS OF FUNG BLE GOODS SOLD AND
DELI VERED BY A WAREHOUSE THAT IS ALSO I N THE BUSI NESS OF BUYI NG AND
SELLI NG SUCH GOCDS TAKES THE GOODS FREE OF ANY CLAIM UNDER A WAREHOUSE
RECEI PT EVEN | F THE RECEI PT | S NEGOTI ABLE AND HAS BEEN DULY NEGOTI ATED.
SECTI ON 7--206. TERM NATI ON OF STORAGE AT WAREHOUSE' S OPTI ON.

(A) A WAREHOUSE, BY d VI NG NOTI CE TO THE PERSON ON WHOSE ACCOUNT THE
GOCDS ARE HELD AND ANY OTHER PERSON KNOWN TO CLAIM AN I NTEREST IN THE
GOCDS, MAY REQUI RE PAYMENT OF ANY CHARGES AND REMOVAL OF THE GOODS FROM
THE WAREHOUSE AT THE TERM NATI ON OF THE PERI OD OF STORACGE FI XED BY THE
DOCUMENT OF TITLE OR, IF A PERIOD IS NOT FI XED, WTH N A STATED PERI OD
NOT' LESS THAN 30 DAYS AFTER THE WAREHOUSE G VES NOTI CE. | F THE GOODS ARE
NOT REMOVED BEFORE THE DATE SPECI FI ED I N THE NOTI CE, THE WAREHOUSE NAY
SELL THEM PURSUANT TO SECTI ON 7--210.

(B) IF A WAREHOUSE IN GOOD FAI TH BELI EVES THAT GOODS ARE ABQUT TO
DETERI ORATE OR DECLINE I N VALUE TO LESS THAN THE AMOUNT OF |ITS LIEN
W TH N THE TI ME PROVI DED | N SUBSECTI ON (A) AND SECTION 7--210, THE WARE-
HOUSE MAY SPECIFY IN THE NOTI CE G VEN UNDER SUBSECTI ON (A) ANY REASON
ABLE SHORTER TI ME FOR REMOVAL OF THE GOODS AND, |IF THE GOODS ARE NOT
REMOVED, MAY SELL THEM AT PUBLI C SALE HELD NOT LESS THAN ONE WEEK AFTER
A SI NGLE ADVERTI SEMENT OR PCSTI NG

(O IF, AS A RESULT OF A QUALITY OR CONDITION OF THE GOODS OF WH CH
THE WAREHOUSE DI D NOT HAVE NOTI CE AT THE TI ME OF DEPCSI T, THE GOODS ARE
A HAZARD TO OTHER PROPERTY, THE WAREHOUSE FACI LI TIES, OR OTHER PERSONS,
THE WAREHOUSE MAY SELL THE GOODS AT PUBLI C OR PRI VATE SALE W THOUT
ADVERTI SEMENT OR POSTI NG ON REASONABLE NOTI FI CATI ON TO ALL PERSONS KNOWN
TO CLAIM AN I NTEREST IN THE GOODS. | F THE WAREHOUSE, AFTER A REASONABLE
EFFORT, |S UNABLE TO SELL THE GOCDS, IT MAY DI SPOSE O THEM IN ANY
LAWFUL MANNER AND DOES NOT | NCUR LI ABI LITY BY REASON OF THAT DI SPOSI -
TI ON.

(D) A WAREHOUSE SHALL DELI VER THE GOODS TO ANY PERSON ENTI TLED TO THEM
UNDER THI S ARTI CLE UPON DUE DEMAND MADE AT ANY Tl ME BEFORE SALE OR OTHER
DI SPOSI TI ON UNDER THI S SECTI ON.

(E) A WAREHOUSE MAY SATI SFY I TS LI EN FROM THE PROCEEDS OF ANY SALE OR
DI SPOSI TION  UNDER THI'S SECTI ON BUT SHALL HOLD THE BALANCE FOR DELI VERY
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ON THE DEMAND OF ANY PERSON TO WHI CH THE WAREHOUSE WOULD HAVE BEEN BOUND
TO DELI VER THE GOODS.
SECTI ON 7--207. GOODS MJUST BE KEPT SEPARATE; FUNG BLE GOODS.

(A) UNLESS THE WAREHOUSE RECEI PT PROVI DES OTHERW SE, A WAREHOUSE SHALL
KEEP SEPARATE THE GOODS COVERED BY EACH RECEI PT SO AS TO PERM T AT ALL
TI MES | DENTI FI CATI ON AND DELI VERY OF THOSE GOODS. HOWEVER, DI FFERENT
LOTS OF FUNG BLE GOODS MAY BE COMM NGLED.

(B) | F DIFFERENT LOTS OF FUNG BLE GOCDS ARE COW NGLED, THE GOODS ARE
OMED | N COMVON BY THE PERSONS ENTI TLED THERETO AND THE WAREHOUSE 1S
SEVERALLY LIABLE TO EACH OMNER FOR THAT OMNER S SHARE. | F, BECAUSE OF
OVERI SSUE, A MASS OF FUNG BLE GOODS IS [INSUFFICIENT TO MEET ALL THE
RECEI PTS THE WAREHOUSE HAS |SSUED AGAINST |IT, THE PERSONS ENTI TLED
I NCLUDE ALL HOLDERS TO WH CH OVERI SSUED RECEI PTS HAVE BEEN DULY NEGOTI -
ATED.

SECTI ON 7--208. ALTERED WAREHOUSE RECEI PTS.

IF A BLANK I N A NEGOTI ABLE TANG BLE WAREHOUSE RECEI PT HAS BEEN FI LLED
IN WTHOUT AUTHORITY, A GOOD-FAITH PURCHASER FOR VALUE AND W THOUT
NOTI CE OF THE LACK OF AUTHORI TY MAY TREAT THE | NSERTI ON AS AUTHCRI ZED.
ANY OTHER UNAUTHORI ZED ALTERATI ON LEAVES ANY TANG BLE OR ELECTRONI C
WAREHOUSE RECEI PT ENFORCEABLE AGAINST THE |SSUER ACCORDING TO I TS
ORI G NAL TENOR.

SECTI ON 7--209. LIEN OF WAREHOUSE.

(A) A WAREHOUSE HAS A LI EN AGAI NST THE BAI LOR ON THE GOODS COVERED BY
A WAREHOUSE RECEI PT OR STORAGE AGREEMENT OR ON THE PROCEEDS THEREOF | N
| TS POSSESSI ON FOR CHARGES FOR STORAGE OR TRANSPORTATI ON, | NCLUDI NG
DEMURRAGE AND TERM NAL CHARGES, | NSURANCE, LABOR, OR OTHER CHARGES,
PRESENT OR FUTURE, | N RELATION TO THE GOODS, AND FOR EXPENSES NECESSARY
FOR PRESERVATION OF THE GOODS OR REASONABLY | NCURRED I'N THEIR SALE
PURSUANT TO LAW | F THE PERSON ON WHOSE ACCOUNT THE GOODS ARE HELD IS
LI ABLE FOR SIM LAR CHARGES OR EXPENSES | N RELATI ON TO OTHER GOODS WWHEN-
EVER DEPCSI TED AND IT IS STATED IN THE WAREHOUSE RECEIPT OR STORAGE
AGREEMENT THAT A LIEN IS CLAI MED FOR CHARGES AND EXPENSES | N RELATI ON TO
OTHER @GOODS, THE WAREHOUSE ALSO HAS A LI EN AGAI NST THE GOODS COVERED BY
THE WAREHOUSE RECEI PT OR STORAGE AGREEMENT OR ON THE PROCEEDS THEREOF | N
| TS POSSESSI ON FOR THOSE CHARGES AND EXPENSES, WHETHER OR NOT THE OTHER
GOCDS HAVE BEEN DELI VERED BY THE WAREHOUSE. HOWEVER, AS AGAI NST A PERSON
TO VWH CH A NEGOTI ABLE WAREHOUSE RECEIPT IS DULY NEGOTI ATED, A WARE-
HOUSE'S LIEN IS LIM TED TO CHARGES I N AN AMOUNT OR AT A RATE SPECI FI ED
IN THE WAREHOUSE RECEIPT OR |IF NO CHARGES ARE SO SPECI FI ED, TO A
REASONABLE CHARGE FOR STORACGE OF THE SPECIFIC GOODS COVERED BY THE
RECEI PT SUBSEQUENT TO THE DATE OF THE RECEI PT.

(B) A WAREHOUSE NMAY ALSO RESERVE A SECURITY | NTEREST AGAI NST THE
BAI LOR FOR THE NMAXI MUM AMOUNT SPECI FI ED ON THE RECEI PT FOR CHARGES OTHER
THAN THOSE SPECI FI ED I N SUBSECTI ON (A), SUCH AS FOR MONEY ADVANCED AND
I NTEREST. THE SECURI TY | NTEREST | S GOVERNED BY ARTI CLE 9.

(© A WAREHOUSE' S LI EN FOR CHARGES AND EXPENSES UNDER SUBSECTI ON (A)
OR A SECURI TY | NTEREST UNDER SUBSECTION (B) IS ALSO EFFECTIVE AGAI NST
ANY PERSON THAT SO ENTRUSTED THE BAI LOR W TH POSSESSI ON OF THE GOCDS
THAT A PLEDGE OF THEM BY THE BAI LOR TO A GOOD- FAI TH PURCHASER FOR VALUE
WOULD HAVE BEEN VALID. HOWEVER, THE LI EN OR SECURI TY | NTEREST | S NOT
EFFECTI VE AGAI NST A PERSON THAT BEFORE | SSUANCE OF A DOCUMENT OF TITLE
HAD A LEGAL | NTEREST OR A PERFECTED SECURI TY | NTEREST I N THE GOODS AND
THAT DI D NOT:

(1) DELIVER OR ENTRUST THE GOODS OR ANY DOCUMENT OF TI TLE COVERI NG THE
GOCDS TO THE BAI LOR OR THE BAILOR S NOM NEE W TH:

(A) ACTUAL OR APPARENT AUTHORI TY TO SHI P, STORE, OR SELL;
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(B) POAER TO OBTAI N DELI VERY UNDER SECTI ON 7--403; OR

(O PONER  OF DI SPOSI TION  UNDER SECTIONS 2--403, 2A--304(2),
2A--305(2), 9--320, OR 9--321(C) OR OTHER STATUTE OR RULE OF LAW OR

(2) ACQUI ESCE I N THE PROCUREMENT BY THE BAILOR OR ITS NOM NEE OF ANY
DOCUMENT.

(D) A WAREHOUSE' S LI EN ON HOUSEHOLD GOODS FOR CHARGES AND EXPENSES | N
RELATI ON TO THE GOODS UNDER SUBSECTI ON (A) |'S ALSO EFFECTI VE AGAI NST ALL
PERSONS | F THE DEPOSI TOR WAS THE LEGAL POSSESSOR OF THE GOODS AT THE
TIME OF DEPOSIT. IN TH S SUBSECTI ON, "HOUSEHOLD GOCDS' MEANS FURN TURE,
FURNI SHI NGS, OR PERSONAL EFFECTS USED BY THE DEPOSI TOR I N A DVELLI NG

(E) A WAREHOUSE LOSES I TS LI EN ON ANY GOCDS THAT | T VOLUNTARI LY DELI V-
ERS OR UNJUSTI FI ABLY REFUSES TO DELI VER
SECTI ON 7--210. ENFORCEMENT OF WAREHOUSE' S LI EN.

(A) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON (B), A WAREHOUSE' S LI EN
MAY BE ENFORCED BY PUBLI C OR PRI VATE SALE OF THE GOODS, IN BULK OR IN
PACKAGES, AT ANY TIME OR PLACE AND ON ANY TERMS THAT ARE COWMMERCI ALLY
REASONABLE, AFTER NOTI FYI NG ALL PERSONS KNOMWN TO CLAIM AN | NTEREST IN
THE GOCDS. THE NOTI FI CATI ON MUST | NCLUDE A STATEMENT OF THE AMOUNT DUE,
THE NATURE OF THE PROPCSED SALE, AND THE TI ME AND PLACE OF ANY PUBLIC
SALE. THE FACT THAT A BETTER PRI CE COULD HAVE BEEN OBTAI NED BY A SALE AT
A DIFFERENT TIME OR IN A METHOD DI FFERENT FROM THAT SELECTED BY THE
WAREHOUSE 1S NOT' OF | TSELF SUFFI CI ENT TO ESTABLI SH THAT THE SALE WAS NOT
MADE | N A COMVERCI ALLY REASONABLE MANNER. THE WAREHOUSE SELLS IN A
COMVERCI ALLY REASONABLE MANNER | F THE WAREHOUSE SELLS THE GOODS I N THE
USUAL MANNER I N ANY RECOGNI ZED MARKET THEREFORE, SELLS AT THE PRICE
CURRENT IN THAT MARKET AT THE TIME OF THE SALE, OR OTHERW SE SELLS I N
CONFORM TY W TH COMVERCI ALLY REASONABLE PRACTI CES AMONG DEALERS |IN THE
TYPE OF GOODS SOLD. A SALE OF MORE GOODS THAN APPARENTLY NECESSARY TO BE
OFFERED TO ENSURE SATI SFACTION OF THE OBLI GATION IS NOT COMVERCI ALLY
REASONABLE, EXCEPT | N CASES COVERED BY THE PRECEDI NG SENTENCE.

(B) A WAREHOUSE MAY ENFORCE I TS LI EN ON GOODS, OTHER THAN GOODS STORED
BY A MERCHANT IN THE COURSE OF I TS BUSINESS, ONLY |F THE FOLLOW NG
REQUI REMENTS ARE SATI SFI ED:

(1) ALL PERSONS KNOAN TO CLAIM AN | NTEREST I N THE GOCDS MJUST BE NOTI -
FI ED.

(2) THE NOTI FI CATI ON MUST | NCLUDE AN | TEM ZED STATEMENT OF THE CLAIM
A DESCRIPTION OF THE GOCDS SUBJECT TO THE LI EN, A DEMAND FOR PAYMENT
WTH N A SPECI FI ED TI ME NOT' LESS THAN TEN DAYS AFTER RECEIPT OF THE
NOTI FI CATI ON, AND A CONSPI CUQUS STATEMENT THAT UNLESS THE CLAIM 1S PAID
WTH N THAT TI ME THE GOODS W LL BE ADVERTISED FOR SALE AND SOLD BY
AUCTI ON AT A SPECI FI ED TI ME AND PLACE.

(3) THE SALE MUST CONFORM TO THE TERMS OF THE NOTI FI CATI ON.

(4) THE SALE MUST BE HELD AT THE NEAREST SU TABLE PLACE TO WHERE THE
GOCDS ARE HELD OR STORED.

(5) AFTER THE EXPIRATION OF THE TIME G VEN IN THE NOTIFICATION, AN
ADVERTI SEMENT OF THE SALE MJUST BE PUBLI SHED ONCE A WEEK FOR TWO WEEKS
CONSECUTI VELY I N A NEWSPAPER OF GENERAL Cl RCULATI ON WHERE THE SALE IS TO
BE HELD. THE ADVERTI SEMENT MJUST | NCLUDE A DESCRI PTI ON OF THE GOODS, THE
NAVE OF THE PERSON ON WHOSE ACCOUNT THE GOCDS ARE BEI NG HELD, AND THE
TI ME AND PLACE OF THE SALE. THE SALE MJUST TAKE PLACE AT LEAST FIFTEEN
DAYS AFTER THE FIRST PUBLI CATION. |IF THERE IS NO NEWSPAPER OF GENERAL
Cl RCULATI ON WHERE THE SALE IS TO BE HELD, THE ADVERTISEMENT MJST BE
PCSTED AT LEAST TEN DAYS BEFORE THE SALE I N NOT FEWER THAN S| X CONSPI CU-
QUS PLACES | N THE NEI GHBORHOOD OF THE PROPOSED SALE.

(© BEFORE ANY SALE PURSUANT TO THI S SECTI ON, ANY PERSON CLAI M NG A
RIGHT I N THE GOODS MAY PAY THE AMOUNT NECESSARY TO SATI SFY THE LI EN AND
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THE REASONABLE EXPENSES | NCURRED | N COMPLYI NG WTH TH' S SECTI ON. | N THAT
EVENT, THE GOODS MAY NOT BE SOLD BUT MUST BE RETAI NED BY THE WAREHOUSE
SUBJECT TO THE TERMS OF THE RECEI PT AND TH' S ARTI CLE.

(D) A WAREHOUSE NMAY BUY AT ANY PUBLIC SALE HELD PURSUANT TO THI S
SECTI ON,

(E) A PURCHASER | N GOOD FAI TH OF GOODS SOLD TO ENFORCE A WAREHOUSE' S
LIEN TAKES THE GOODS FREE OF ANY RI GHTS OF PERSONS AGAI NST WH CH THE
LI EN WAS VALI D, DESPI TE THE WAREHOUSE' S NONCOVPLI ANCE W TH THI' S SECTI ON,

(F) A WAREHOUSE MAY SATI SFY | TS LI EN FROM THE PROCEEDS OF ANY SALE
PURSUANT TO TH' S SECTI ON BUT SHALL HOLD THE BALANCE, |F ANY, FOR DELI V-
ERY ON DEMAND TO ANY PERSON TO WHI CH THE WAREHOUSE WOULD HAVE BEEN BOUND
TO DELI VER THE GOODS.

(G THE RI GHTS PROVI DED BY THI'S SECTION ARE I N ADDITION TO ALL OTHER
RI GHTS ALLOWED BY LAW TO A CREDI TOR AGAI NST A DEBTOR

IF A LIEN IS ON GOODS STORED BY A MERCHANT | N THE COURSE OF I TS
BUSI NESS, THE LI EN MAY BE ENFORCED | N ACCORDANCE W TH SUBSECTI ON (A) OR
(B).
(1) A WAREHOUSE 1S LI ABLE FOR DAMAGES CAUSED BY FAI LURE TO COMPLY W TH
THE ~ REQU REMENTS FOR SALE UNDER THI S SECTI ON AND, | N CASE OF W LLFUL
VI OLATION, IS LI ABLE FOR CONVERSI ON.
PART 3

BI LLS OF LADING SPECI AL PROVI SI ONS
SECTI ON 7--301. LIABILITY FOR NONRECEI PT OR M SDESCR PTION. "SAID TO

CONTAI N'; "SH PPER S WEI GHT, LOAD, AND COUNT": | MPROP-

ER HANDLI NG

(A) A CONSIGNEE OF A NONNEGOTI ABLE Bl LL OF LADI NG WHI CH HAS G VEN
VALUE I N GOOD FAI TH, OR A HOLDER TO WHI CH A NEGOTI ABLE BILL HAS BEEN
DULY NEGOTI ATED, RELYI NG UPON THE DESCRI PTI ON OF THE GOODS I N THE BI LL
OR UPON THE DATE SHOM | N THE BILL, MAY RECOVER FROM THE | SSUER DAMAGES
CAUSED BY THE M SDATING OF THE BILL OR THE NONRECE! PT OR M SDESCRI PTI ON
OF THE GOODS, EXCEPT TO THE EXTENT THAT THE BILL |NDI CATES THAT THE
| SSUER DOES NOT KNOW WHETHER ANY PART OR ALL OF THE GOODS | N FACT WERE
RECE! VED OR CONFORM TO THE DESCRI PTION, SUCH AS IN A CASE IN WHI CH THE
DESCRI PTION IS IN TERVMB OF MARKS OR LABELS OR KI ND, QUANTITY, OR CONDI -
TI ON OR THE RECE! PT OR DESCRI PTI ON |'S QUALI FI ED BY "CONTENTS OR CONDI -
TION OF CONTENTS OF PACKAGES UNKNOWN', "SAID TO CONTAIN', "SHI PPER S
WEI GHT, LOAD, AND COUNT," OR WORDS OF SI M LAR | MPORT, | F THAT | NDI CATI ON
I'S TRUE.

(B) |F GOODS ARE LOADED BY THE | SSUER OF A BILL OF LADI NG

(1) THE | SSUER SHALL COUNT THE PACKAGES OF GOODS | F SHIPPED IN PACK-
AGES AND ASCERTAI N THE KIND AND QUANTITY | F SHI PPED | N BULK; AND

(2) WORDS SUCH AS "SHI PPER'S WEI GHT, LOAD, AND COUNT," OR WORDS OF
SI M LAR | MPORT | NDI CATI NG THAT THE DESCRI PTI ON WAS MADE BY THE SHI PPER
ARE | NEFFECTI VE EXCEPT AS TO GOODS CONCEALED | N PACKAGES.

(C) |F BULK GOODS ARE LOADED BY A SHI PPER THAT MAKES AVAI LABLE TO THE
| SSUER OF A BILL OF LADI NG ADEQUATE FACI LI TI ES FOR WEI GHl NG THOSE GOODS,
THE | SSUER SHALL ASCERTAIN THE KIND AND QUANTITY WTH N A REASONABLE
TI ME AFTER RECEI VI NG THE SHI PPER S REQUEST I N A RECORD TO DO SO | N THAT
CASE, "SHI PPER S WEI GHT" OR WORDS OF S| M LAR | MPORT ARE | NEFFECTI VE.

(D) THE I SSUER OF A BILL OF LADING BY I NCLUDI NG I N THE BILL THE WORDS
"SH PPER S WEI GHT, LOAD, AND COUNT," OR WORDS OF SI M LAR | MPORT, MAY
| NDI CATE THAT THE GOODS WERE LOADED BY THE SHI PPER, AND, | F THAT STATE-
MENT |'S TRUE, THE I SSUER | S NOT LI ABLE FOR DAMAGES CAUSED BY THE | MPROP-
ER LOADI NG HOWEVER, OM SSI ON OF SUCH WORDS DOES NOT | MPLY LI ABILITY FOR
DAMAGES CAUSED BY | MPROPER LOADI NG.
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(E) A SH PPER GUARANTEES TO AN |ISSUER THE ACCURACY AT THE TI ME OF
SHI PMENT OF THE DESCRI PTI ON, MARKS, LABELS, NUMBER, KIND, QUANTITY,
CONDI TGN, AND WEIGHT, AS FURNISHED BY THE SH PPER, AND THE SHI PPER
SHALL | NDEMNI FY THE | SSUER AGAI NST DAMAGE CAUSED BY | NACCURACIES |IN
THOSE PARTI CULARS. TH' S RIGHT OF | NDEMNI TY DOES NOT LIMT THE | SSUER S
RESPONSI Bl LI TY OR LI ABI LI TY UNDER THE CONTRACT OF CARRI AGE TO ANY PERSON
OTHER THAN THE SHI PPER.

SECTI ON 7--302. THROUGH BI LLS OF LADI NG AND SI M LAR DOCUMENTS OF TI TLE.

(A) THE | SSUER OF A THROUGH BI LL OF LADI NG OR OTHER DOCUMENT OF TI TLE
EMBCODYI NG AN UNDERTAKI NG TO BE PERFORVED | N PART BY A PERSON ACTING AS
ITS AGENT OR BY A PERFORM NG CARRI ER, |'S LI ABLE TO ANY PERSON ENTI TLED
TO RECOVER ON THE BI LL OR OTHER DOCUMENT FOR ANY BREACH BY THE OTHER
PERSON OR THE PERFORM NG CARRIER OF | TS OBLI GATI ON UNDER THE BI LL OR
OTHER DOCUMENT. HOWEVER, TO THE EXTENT THAT THE BILL OR OIHER DOCUMENT
COVERS AN UNDERTAKING TO BE PERFORMED OVERSEAS OR IN TERRI TORY NOT
CONTI GUOUS TO THE CONTI NENTAL UNI TED STATES OR AN UNDERTAKI NG | NCLUDI NG
MATTERS OTHER THAN TRANSPORTATION, TH'S LIABILITY FOR BREACH BY THE
OTHER PERSON OR THE PERFORM NG CARRI ER MAY BE VARI ED BY AGREEMENT OF THE
PARTI ES.

(B) I'F GOODS COVERED BY A THROUGH BI LL OF LADI NG OR OTHER DOCUMENT OF
TI TLE EMBODYI NG AN UNDERTAKI NG TO BE PERFORVED I N PART BY A PERSON OTHER
THAN THE | SSUER ARE RECEI VED BY THAT PERSON, THE PERSON | S SUBJECT, WTH
RESPECT TO I TS OMN PERFORMANCE VWHI LE THE GOODS ARE I N I TS POSSESSI ON, TO
THE OBLIGATION OF THE | SSUER. THE PERSON S OBLI GATI ON | S DI SCHARGED BY
DELI VERY OF THE GOODS TO ANOTHER PERSON PURSUANT TO THE BILL OR OTHER
DOCUMENT AND DCES NOT | NCLUDE LI ABI LI TY FOR BREACH BY ANY OTHER PERSON
OR BY THE | SSUER.

(© THE | SSUER OF A THROUGH BI LL OF LADI NG OR OTHER DOCUMENT OF TITLE
DESCRIBED |IN SUBSECTION (A) IS ENTI TLED TO RECOVER FROM THE PERFORM NG
CARRI ER, OR OTHER PERSON I N POSSESSI ON OF THE GOCDS WHEN THE BREACH OF
THE OBLI GATI ON UNDER THE BI LL OR OTHER DOCUMENT OCCURRED:

(1) THE AMOUNT |IT MAY BE REQU RED TO PAY TO ANY PERSON ENTI TLED TO
RECOVER ON THE BILL OR OIHER DOCUMENT FOR THE BREACH, AS MAY BE
EVI DENCED BY ANY RECEI PT, JUDGMVENT, OR TRANSCRI PT OF JUDGVENT; AND

(2) THE AMOUNT OF ANY EXPENSE REASONABLY | NCURRED BY THE | SSUER I N
DEFENDI NG ANY ACTI ON COMVENCED BY ANY PERSON ENTI TLED TO RECOVER ON THE
Bl LL OR OTHER DOCUMENT FOR THE BREACH.

SECTI ON 7--303. Dl VERSI ON; RECONSI GNVENT; CHANGE OF | NSTRUCTI ONS.

(A) UNLESS THE BI LL OF LADI NG OTHERW SE PROVI DES, A CARRI ER MAY DELI V-
ER THE GOODS TO A PERSON OR DESTI NATI ON OTHER THAN THAT STATED I N THE
BI LL OR MAY OTHERW SE DI SPOSE OF THE GOODS, W THOUT LI ABILITY FOR M SDE-
LI VERY, ON | NSTRUCTI ONS FROM

(1) THE HOLDER OF A NEGOTI ABLE BI LL;

(2) THE CONSI GNOR ON A NONNEGOTI ABLE BI LL, EVEN I F THE CONSI GNEE HAS
G VEN CONTRARY | NSTRUCTI ONS;

(3) THE CONSI GNEE ON A NONNEGOTI ABLE BI LL I N THE ABSENCE OF CONTRARY
I NSTRUCTI ONS FROM THE CONSI GNOR, | F THE GOODS HAVE ARRI VED AT THE BI LLED
DESTI NATION OR I F THE CONSI GNEE | S I N POSSESSI ON OF THE TANG BLE BI LL OR
IN CONTROL OF THE ELECTRONI C BI LL; OR

(4) THE CONSI GNEE ON A NONNEGOTI ABLE BI LL, IF THE CONSIGNEE 1S ENTI -
TLED AS AGAI NST THE CONSI GNOR TO DI SPOSE OF THE GOODS.

(B) UNLESS | NSTRUCTI ONS DESCRI BED | N SUBSECTI ON (A) ARE I NCLUDED IN A
NEGOTI ABLE BI LL OF LADI NG A PERSON TO WHICH THE BILL IS DULY NEGOTI ATED
MAY HOLD THE BAI LEE ACCCORDI NG TO THE ORI G NAL TERMS.

SECTI ON 7--304. TANG BLE BI LLS OF LADI NG I N A SET.
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(A) EXCEPT AS CUSTOMARY | N | NTERNATI ONAL TRANSPORTATION, A TANG BLE
BI LL  OF LADI NG MAY NOT BE | SSUED IN A SET OF PARTS. THE | SSUER IS LI ABLE
FOR DAMAGES CAUSED BY VI OLATI ON OF THI'S SUBSECTI ON.

(B) IF A TANG BLE BILL OF LADING IS LAWFULLY | SSUED I N A SET OF PARTS,
EACH OF WH CH CONTAINS AN | DENTI FI CATI ON CODE AND | S EXPRESSED TO BE
VALID ONLY | F THE GOODS HAVE NOT BEEN DELI VERED AGAI NST ANY OTHER PART,
THE WHOLE OF THE PARTS CONSTI TUTES ONE BI LL.

(O |IF A TANG BLE NEGOTI ABLE BILL OF LADING I'S LAWFULLY I SSUED IN A
SET OF PARTS AND DI FFERENT PARTS ARE NEGOTI ATED TO DI FFERENT PERSONS,
THE TITLE OF THE HOLDER TO WH CH THE FI RST DUE NEGOTI ATION | S MADE
PREVAI LS AS TO BOTH THE DOCUMENT OF TITLE AND THE GOODS EVEN |F ANY
LATER HOLDER MAY HAVE RECEI VED THE GOODS FROM THE CARRI ER | N GOOD FAI TH
AND DI SCHARGED THE CARRI ER S OBLI GATI ON BY SURRENDERI NG | TS PART.

(D) A PERSON THAT NEGOTI ATES OR TRANSFERS A SINGLE PART OF A TANG BLE
BILL OF LADING ISSUED IN A SET IS LI ABLE TO HOLDERS OF THAT PART AS | F
| T WERE THE WHOLE SET.

(E) THE BAI LEE SHALL DELIVER | N ACCORDANCE W TH PART 4 OF THI'S ARTI CLE
AGAI NST THE FI RST PRESENTED PART OF A TANG BLE BILL OF LADING LAWFULLY
ISSUED IN A SET. DELIVERY IN THI'S MANNER DI SCHARGES THE BAI LEE' S OBLI -
GATI ON ON THE WHOLE BI LL.

SECTI ON 7- - 305. DESTI NATI ON BI LLS.

(A) INSTEAD OF | SSUI NG A BILL OF LADI NG TO THE CONSI GNOR AT THE PLACE
OF SHI PMENT, A CARRI ER, AT THE REQUEST OF THE CONSI GNOR, MAY PROCURE THE
Bl LL TO BE | SSUED AT DESTI NATI ON OR AT ANY OTHER PLACE DES|I GNATED | N THE
REQUEST.

(B) UPON REQUEST OF ANY PERSON ENTITLED AS AGAINST A CARRI ER TO
CONTROL THE GOODS WHI LE | N TRANSI T AND ON SURRENDER OF POSSESSION  OR
CONTROL OF ANY OUTSTANDI NG BI LL OF LADI NG OR OTHER RECEI PT COVERI NG THE
GOODS, THE | SSUER, SUBJECT TO SECTION 7--105, MAY PROCURE A SUBSTI TUTE
BILL TO BE | SSUED AT ANY PLACE DESI GNATED | N THE REQUEST.

SECTI ON 7--306. ALTERED BILLS OF LADI NG

AN UNAUTHORI ZED ALTERATION OR FILLING IN OF A BLANK IN A BILL OF
LADI NG LEAVES THE BI LL ENFORCEABLE ACCORDI NG TO I TS ORI G NAL TENOR.

SECTI ON 7--307. LIEN OF CARRIER

(A) A CARRIER HAS A LIEN ON THE GOODS COVERED BY A BILL OF LADING OR
ON THE PROCEEDS THEREOF | N | TS POSSESSI ON FOR CHARGES AFTER THE DATE OF
THE CARRIER S RECEIPT OF THE GOODS FOR STORAGE OR TRANSPORTATI ON,
| NCLUDI NG DEMURRAGE AND TERM NAL CHARGES, AND FOR EXPENSES NECESSARY FOR
PRESERVATI ON OF THE GOODS | NCI DENT TO THEI R TRANSPORTATI ON OR REASONABLY
| NCURRED | N THEI R SALE PURSUANT TO LAW HOWEVER, AGAI NST A PURCHASER FOR
VALUE OF A NEGOTIABLE BILL OF LADING A CARRIER S LIEN IS LIM TED TO
CHARGES STATED IN THE BILL OR THE APPLI CABLE TARIFFS OR, |F NO CHARGES
ARE STATED, A REASONABLE CHARGE.

(B) A LIEN FOR CHARGES AND EXPENSES UNDER SUBSECTI ON (A) ON GOODS THAT
THE CARRI ER WAS REQUI RED BY LAW TO RECEI VE FOR TRANSPORTATI ON | S EFFEC-
TI VE AGAI NST THE CONSI GNOR OR ANY PERSON ENTI TLED TO THE GOODS UNLESS
THE CARRIER HAD NOTI CE THAT THE CONSI GNOR LACKED AUTHORI TY TO SUBJECT
THE GOODS TO THOSE CHARGES AND EXPENSES. ANY OTHER LIEN UNDER
SUBSECTION (A) |S EFFECTI VE AGAI NST THE CONSI GNOR AND ANY PERSON THAT
PERM TTED THE BAI LOR TO HAVE CONTROL OR POSSESSI ON OF THE GOODS UNLESS
THE CARRI ER HAD NOTI CE THAT THE BAI LOR LACKED AUTHORI TY.

(C) A CARRIER LOSES I TS LI EN ON ANY GOODS THAT | T VOLUNTARI LY DELI VERS
OR UNJUSTI FI ABLY REFUSES TO DELI VER,

SECTI ON 7- - 308. ENFORCEMENT OF CARRIER S LIEN.

(A) A CARRIER'S LIEN ON GOODS MAY BE ENFORCED BY PUBLI C OR PRI VATE

SALE OF THE GOODS, | N BULK OR I N PACKAGES, AT ANY TIME OR PLACE AND ON
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ANY TERMS THAT ARE COWMERCI ALLY REASONABLE, AFTER NOTI FYI NG ALL PERSONS
KNOWN TO CLAI M AN | NTEREST | N THE GOCDS. THE NOTI FI CATI ON MJUST | NCLUDE A
STATEMENT OF THE AMOUNT DUE, THE NATURE OF THE PROPOSED SALE, AND THE
TIME AND PLACE OF ANY PUBLIC SALE. THE FACT THAT A BETTER PRI CE COULD
HAVE BEEN OBTAI NED BY A SALE AT A DI FFERENT TIME OR IN A METHOD DI FFER-
ENT FROM THAT SELECTED BY THE CARRIER IS NOT OF | TSELF SUFFI Cl ENT TO
ESTABLI SH THAT THE SALE WAS NOT MADE IN A COMVERCI ALLY REASONABLE
MANNER. THE CARRIER SELLS GOODS | N A COMVERCI ALLY REASONABLE MANNER | F
THE CARRI ER SELLS THE GOODS | N THE USUAL MANNER | N ANY RECOGNI ZED MARKET
THEREFOR, SELLS AT THE PRI CE CURRENT | N THAT MARKET AT THE TIME OF THE
SALE, OR OIHERWSE SELLS IN CONFORM TY W TH COMMERCI ALLY REASONABLE
PRACTI CES AMONG DEALERS IN THE TYPE OF GOODS SOLD. A SALE OF MORE (GOCDS
THAN APPARENTLY NECESSARY TO BE OFFERED TO ENSURE SATI SFACTI ON OF THE
OBLI GATI ON | S NOT COMVERCI ALLY REASONABLE, EXCEPT IN CASES COVERED BY
THE PRECEDI NG SENTENCE.

(B) BEFORE ANY SALE PURSUANT TO THI S SECTI ON, ANY PERSON CLAI M NG A
RIGHT I N THE GOODS MAY PAY THE AMOUNT NECESSARY TO SATI SFY THE LI EN AND
THE REASONABLE EXPENSES | NCURRED | N COVMPLYI NG WTH THI' S SECTI ON. | N THAT
EVENT, THE GOODS MAY NOT BE SOLD BUT MJUST BE RETAI NED BY THE CARRI ER,
SUBJECT TO THE TERMS OF THE BILL OF LADI NG AND THI S ARTI CLE.

(© A CARRI ER MAY BUY AT ANY PUBLI C SALE PURSUANT TO THI S SECTI ON.

(D) A PURCHASER I N GOCD FAI TH OF GOODS SCLD TO ENFORCE A CARRIER S
LIEN TAKES THE GOODS FREE OF ANY RI GHTS OF PERSONS AGAI NST WHI CH THE
LI EN WAS VALI D, DESPI TE THE CARRI ER S NONCOWPLI ANCE W TH THI S SECTI ON.

(E) A CARRIER MAY SATISFY ITS LIEN FROM THE PROCEEDS OF ANY SALE
PURSUANT TO THI S SECTI ON BUT SHALL HOLD THE BALANCE, |F ANY, FOR DELI V-
ERY ON DEMAND TO ANY PERSON TO WH CH THE CARRI ER WOULD HAVE BEEN BOUND
TO DELI VER THE GOODS.

(F) THE RIGHTS PROVIDED BY THI S SECTI ON ARE I N ADDI TION TO ALL OTHER
Rl GHTS ALLOAED BY LAW TO A CREDI TOR AGAI NST A DEBTOR

(G A CARRIER S LIEN MAY BE ENFORCED PURSUANT TO EI THER SUBSECTI ON (A)
OR THE PROCEDURE SET FORTH I N SECTION 7--210(B).

(H A CARRIER | S LI ABLE FOR DAMAGES CAUSED BY FAILURE TO COWPLY W TH
THE REQUI REMENTS FOR SALE UNDER THI S SECTI ON AND, I N CASE OF W LLFUL
VI OLATION, |'S LI ABLE FOR CONVERSI ON.

SECTI ON 7--309. DUTY OF CARE;, CONTRACTUAL LIMTATION OF CARRIER S
LI ABI LI TY.

(A) A CARRIER THAT |ISSUES A BILL OF LADING WHETHER NEGOTI ABLE OR
NONNEGOTI ABLE, SHALL EXERCI SE THE DEGREE OF CARE |IN RELATION TO THE
GOCDS WHICH A REASONABLY CAREFUL PERSON WOULD EXERCI SE UNDER SI M LAR
Cl RCUMSTANCES. THI' S SUBSECTI ON DOES NOT AFFECT ANY STATUTE, REGULATI ON,
OR RULE OF LAW THAT | MPCSES LI ABI LI TY UPON A COMMON CARRI ER FOR DAMAGES
NOT' CAUSED BY | TS NEGLI GENCE.

(B) DAMAGES MAY BE LIMTED BY A TERMIN THE BILL OF LADING OR IN A
TRANSPORTATI ON  AGREEMENT THAT THE CARRIER S LI ABI LI TY MAY NOT EXCEED A
VALUE STATED IN THE Bl LL OR TRANSPORTATI ON AGREEMENT | F THE CARRIER S
RATES ARE DEPENDENT UPON VALUE AND THE CONSI GNOR | S AFFORDED AN OPPCRTU-
NITY TO DECLARE A H GHER VALUE AND THE CONSI GNOR |'S ADVI SED OF THE
OPPORTUNI TY. HOWEVER, SUCH A LIM TATION IS NOT' EFFECTI VE W TH RESPECT TO
THE CARRIER S LI ABILITY FOR CONVERSION TO I TS OMWN USE.

(©) REASONABLE PROVI SIONS AS TO THE TIME AND MANNER OF PRESENTI NG
CLAI M5 AND COMVENCI NG ACTI ONS BASED ON THE SHI PMENT MAY BE | NCLUDED I N A
Bl LL OF LADI NG OR A TRANSPORTATI ON AGREEMENT.

PART 4
WAREHOUSE RECEI PTS AND BI LLS OF LADI NG GENERAL OBLI GATI ONS
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SECTI ON 7--401. | RREGULARITIES IN | SSUE OF RECEI PT OR Bl LL OR CONDUCT OF
| SSUER.

THE OBLI GATI ONS | MPCSED BY THI S ARTI CLE ON AN | SSUER APPLY TO A DOCU-
MENT OF TITLE EVEN | F:

(1) THE DOCUMENT DCES NOT COWVPLY W TH THE REQUI REMENTS OF THI S ARTI CLE
OR OF ANY OTHER STATUTE, RULE, OR REGULATION REGARDING ITS | SSUANCE,
FORM OR CONTENT;

(2) THE | SSUER VI OLATED LAWS REGULATI NG THE CONDUCT OF | TS BUSI NESS;

(3) THE GOODS COVERED BY THE DOCUMENT WERE OMNED BY THE BAI LEE WHEN
THE DOCUMENT WAS | SSUED; OR

(4) THE PERSON | SSUI NG THE DOCUMENT IS NOT A WAREHOUSE BUT THE DOCU-
MENT PURPORTS TO BE A WAREHOUSE RECEI PT.

SECTI ON 7--402. DUPLI CATE DOCUMENT OF Tl TLE; OVERI SSUE.

A DUPLI CATE OR ANY OTHER DOCUMENT OF Tl TLE PURPORTI NG TO COVER GOODS
ALREADY REPRESENTED BY AN OQUTSTANDI NG DOCUMENT OF THE SAME | SSUER DCES
NOT CONFER ANY RIGHT | N THE GOCDS, EXCEPT AS PROVI DED I N THE CASE OF
TANG BLE BI LLS OF LADING IN A SET OF PARTS, OVERI SSUE OF DOCUMENTS FOR
FUNG BLE GOODS, SUBSTI TUTES FOR LOST, STOLEN, OR DESTROYED DOCUMENTS, OR
SUBSTI TUTE DOCUMENTS | SSUED PURSUANT TO SECTION 7--105. THE | SSUER | S
LI ABLE FOR DAMAGES CAUSED BY | TS OVERISSUE OR FAILURE TO |IDENTIFY A
DUPLI CATE DOCUMENT BY A CONSPI CUCUS NOTATI ON.

SECTI ON 7--403. OBLI GATI ON OF BAI LEE TO DELI VER; EXCUSE.

(A) A BAILEE SHALL DELIVER THE GOODS TO A PERSON ENTI TLED UNDER A
DOCUMENT OF TI TLE | F THE PERSON COWPLI ES W TH SUBSECTIONS (B) AND (O,
UNLESS AND TO THE EXTENT THAT THE BAI LEE ESTABLI SHES ANY OF THE FOLLOW
I NG

(1) DELIVERY OF THE GOODS TO A PERSON WHOSE RECEI PT WAS RIGHTFUL AS
AGAI NST THE CLAI MANT;

(2) DAMAGE TO OR DELAY, LOSS, OR DESTRUCTI ON OF THE GOODS FOR WHI CH
THE BAILEE | S NOT LI ABLE;

(3) PREVI QUS SALE OR OTHER DI SPCSI TION OF THE GOODS | N LAWFUL ENFORCE-
MENT OF A LI EN OR ON A WAREHOUSE' S LAWFUL TERM NATI ON OF STORACE;

(4) THE EXERCI SE BY A SELLER OF I TS RI GHT TO STOP DELI VERY PURSUANT TO
SECTI ON 2--705 OR BY A LESSOR OF I TS RIGHT TO STOP DELI VERY PURSUANT TO
SECTI ON 2- A- - 526;

(5 A DIVERSION, RECONSIGNVENT, OR OTHER DI SPCSI TI ON PURSUANT TO
SECTI ON 7--303;

(6) RELEASE, SATI SFACTION, OR ANY OTHER PERSONAL DEFENSE AGAI NST THE
CLAI MANT; OR

(7) ANY OTHER LAWFUL EXCUSE.

(B) A PERSON CLAIM NG GOODS COVERED BY A DOCUMENT OF TI TLE SHALL
SATI SFY THE BAILEE' S LIEN | F THE BAI LEE SO REQUESTS OR I F THE BAILEE IS
PROHI Bl TED BY LAW FROM DELI VERI NG THE GOODS UNTI L THE CHARGES ARE PAI D.

(© UNLESS A PERSON CLAIM NG THE GOCDS |I'S A PERSON AGAI NST WHI CH THE
DOCUMENT COF TI TLE DOES NOT CONFER A RI GHT UNDER SECTI ON 7--503(A):

(1) THE PERSON CLAI M NG UNDER A DOCUMENT SHALL SURRENDER POSSESSI ON OR
CONTROL OF ANY OUTSTANDI NG NEGOTI ABLE DOCUMENT COVERI NG THE GOODS FOR
CANCELLATI ON OR | NDI CATI ON OF PARTI AL DELI VERI ES; AND

(2) THE BAI LEE SHALL CANCEL THE DOCUMENT OR CONSPI CUOUSLY | NDI CATE I N
THE DOCUMENT THE PARTI AL DELI VERY OR THE BAILEE IS LI ABLE TO ANY PERSON
TO WHI CH THE DOCUMENT | S DULY NEGOTI ATED.

SECTI ON 7--404. NO LIABILITY FOR GOCD FAI TH DELI VERY PURSUANT TO DOCU-
MENT OF TITLE.

A BAI LEE THAT I N GOOD FAI TH HAS RECEI VED GOODS AND DELI VERED OR OTHER-
W SE DI SPOSED OF THE GOODS ACCORDI NG TO THE TERMS OF A DOCUMENT OF TI TLE
OR PURSUANT TO THI'S ARTICLE IS NOT LI ABLE FOR THE GOODS EVEN | F:
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(1) THE PERSON FROM WHI CH THE BAI LEE RECEI VED THE GOODS DID NOT HAVE
AUTHORI TY TO PROCURE THE DOCUMENT OR TO DI SPOSE OF THE GOODS; OR

(2) THE PERSON TO WHI CH THE BAI LEE DELI VERED THE GOODS DI D NOT HAVE
AUTHORI TY TO RECEI VE THE GOCDS.

PART 5
WAREHOUSE RECEI PTS AND BI LLS OF LADI NG NEGOTI ATI ON AND TRANSFER
SECTI ON 7--501. FORM OF NEGOTI ATI ON AND REQUI REMENTS OF DUE NEGOTI ATI ON.

(A) THE FOLLOW NG RULES APPLY TO A NEGOTI ABLE TANG BLE DOCUMENT OF
TI TLE:

(1) IF THE DOCUMENT'S ORIG NAL TERMS RUN TO THE ORDER OF A NAMED
PERSON, THE DOCUMENT | S NEGOTI ATED BY THE NAMED PERSON S | NDORSEMENT AND
DELI VERY. AFTER THE NAMVED PERSON S | NDORSEMENT | N BLANK OR TO BEARER,
ANY PERSON MAY NEGOTI ATE THE DOCUMENT BY DELI VERY ALONE.

(2) |IF THE DOCUMENT' S ORI G NAL TERMS RUN TO BEARER, I T I'S NEGOTI ATED
BY DELI VERY ALONE.

(3) I'F THE DOCUMENT'S ORIA@ NAL TERMS RUN TO THE ORDER OF A NAMED
PERSON AND |IT IS DELIVERED TO THE NAMED PERSON, THE EFFECT IS THE SAME
AS | F THE DOCUMENT HAD BEEN NEGOTI ATED.

(4) NEGOTI ATI ON OF THE DOCUMENT AFTER I T HAS BEEN | NDORSED TO A NAMED
PERSON REQUI RES | NDORSEMENT BY THE NAMED PERSON AND DELI VERY.

(5 A DOCUMENT |S DULY NEGOTIATED IF I T I S NEGOTI ATED I N THE MANNER
STATED IN THI' S SUBSECTI ON TO A HOLDER THAT PURCHASES IT IN GOOD FAITH,
W THOUT NOTI CE OF ANY DEFENSE AGAI NST OR CLAIM TO I T ON THE PART OF ANY
PERSON, AND FOR VALUE, UNLESS IT IS ESTABLI SHED THAT THE NEGOTI ATION IS
NOT I N THE REGULAR COURSE OF BUSI NESS OR FI NANCI NG OR | NVOLVES RECEI VI NG
THE DOCUMENT | N SETTLEMENT OR PAYMENT OF A MONETARY OBLI GATI ON.

(B) THE FOLLOW NG RULES APPLY TO A NEGOTI ABLE ELECTRONI C DOCUMENT OF
TI TLE:

(1) I'F THE DOCUMENT'S ORIA@ NAL TERMS RUN TO THE ORDER OF A NAMED
PERSON OR TO BEARER, THE DOCUMENT | S NEGOTI ATED BY DELI VERY OF THE DOCU-
MENT TO ANOTHER PERSON. | NDORSEMENT BY THE NAMED PERSON |'S NOT REQUI RED
TO NEGOTI ATE THE DOCUVMENT.

(2) I'F THE DOCUMENT'S ORIA@ NAL TERMS RUN TO THE ORDER OF A NAMED
PERSON AND THE NAMED PERSON HAS CONTROL OF THE DOCUMENT, THE EFFECT IS
THE SAME AS | F THE DOCUMENT HAD BEEN NEGOTI ATED.

(3) A DOCUMENT |S DULY NEGOTIATED IF I T IS NEGOTIATED IN THE MANNER
STATED IN TH S SUBSECTI ON TO A HOLDER THAT PURCHASES I T I N GOOD FAI TH,
W THOUT NOTI CE OF ANY DEFENSE AGAI NST OR CLAIM TO I'T ON THE PART OF ANY
PERSON, AND FOR VALUE, UNLESS IT IS ESTABLI SHED THAT THE NEGOTI ATION I S
NOT I N THE REGULAR COURSE OF BUSI NESS OR FI NANCI NG OR | NVOLVES TAKI NG
DELI VERY OF THE DOCUMENT I N SETTLEMENT OR PAYMENT OF A MONETARY OBLI -
GATI ON.

(© | NDORSEMENT OF A NONNEGOTI ABLE DOCUMENT OF TI TLE NEI THER MAKES | T
NEGOTI ABLE NCR ADDS TO THE TRANSFEREE' S RI GHTS.

(D) THE NAM NG I N A NEGOTI ABLE BILL OF LADI NG OF A PERSON TO BE NOTI -
FIED OF THE ARRI VAL OF THE GOODS DCES NOTI' LIM T THE NEGOTI ABI LI TY OF THE
Bl LL OR CONSTI TUTE NOTI CE TO A PURCHASER OF THE BI LL OF ANY | NTEREST OF
THAT PERSON I N THE GOODS.

SECTI ON 7--502. RI GHTS ACQUI RED BY DUE NEGOTI ATI ON.

(A) SUBJECT TO SECTIONS 7--205 AND 7--503, A HOLDER TO WHI CH A NEGOTI -
ABLE DOCUMENT OF Tl TLE HAS BEEN DULY NEGOTI ATED ACQUI RES THEREBY:

(1) TITLE TO THE DOCUMENT;

(2) TITLE TO THE GOODS;

(3) ALL RIGHTS ACCRU NG UNDER THE LAW OF AGENCY OR ESTOPPEL, | NCLUDI NG
RIGATS TO GOODS DELI VERED TO THE BAI LEE AFTER THE DOCUMENT WAS | SSUED;
AND
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(4) THE DI RECT OBLI GATION OF THE | SSUER TO HOLD OR DELIVER THE GOODS
ACCORDI NG TO THE TERM5S OF THE DOCUMENT FREE OF ANY DEFENSE OR CLAI M BY
THE | SSUER EXCEPT THOSE ARl SI NG UNDER THE TERMS OF THE DOCUMENT OR UNDER
TH' S ARTICLE, BUT IN THE CASE OF A DELIVERY ORDER, THE BAILEE S OBLI-
GATION ACCRUES ONLY UPON THE BAI LEE' S ACCEPTANCE OF THE DELI VERY ORDER
AND THE OBLI GATI ON ACQUI RED BY THE HOLDER | S THAT THE |SSUER AND ANY
| NDORSER W LL PROCURE THE ACCEPTANCE OF THE BAI LEE.

(B) SUBJECT TO SECTION 7--503, TITLE AND RI GHTS ACQUI RED BY DUE NEGO
TI ATI ON ARE NOT' DEFEATED BY ANY STOPPAGE OF THE GOODS REPRESENTED BY THE
DOCUMENT OF TI TLE OR BY SURRENDER OF THE GOCDS BY THE BAI LEE AND ARE NOT
| MPAI RED EVEN | F:

(1) THE DUE NEGOTI ATI ON OR ANY PRICR DUE NEGOTI ATION CONSTI TUTED A
BREACH OF DUTY;

(2) ANY PERSON HAS BEEN DEPRI VED OF POSSESSI ON OF A NEGOTI ABLE TANG -
BLE DOCUMENT OR CONTROL OF A NEGOTI ABLE ELECTRONI C DOCUMENT BY M SREPRE-
SENTATI ON, FRAUD, ACCI DENT, M STAKE, DURESS, LGCSS, THEFT, OR CONVERSI ON;
OR

(3) A PREVIOQUS SALE OR OTHER TRANSFER OF THE GOODS OR DOCUMENT HAS
BEEN MADE TO A THI RD PERSON.

SECTI ON 7--503. DOCUMENT OF TI TLE TO GOODS DEFEATED | N CERTAI N CASES.

(A) A DOCUMENT OF TITLE CONFERS NO RI GHT I N GOODS AGAI NST A PERSON
THAT BEFORE | SSUANCE OF THE DOCUMENT HAD A LEGAL | NTEREST OR A PERFECTED
SECURI TY | NTEREST I N THE GOODS AND THAT DI D NOT:

(1) DELIVER OR ENTRUST THE GOODS OR ANY DOCUMENT OF Tl TLE COVERI NG THE
GOCDS TO THE BAI LOR OR THE BAILOR' S NOM NEE W TH:

(A) ACTUAL OR APPARENT AUTHORI TY TO SHI P, STORE, OR SELL;

(B) POAER TO OBTAI N DELI VERY UNDER SECTI ON 7--403; OR

(© PONER OF DI SPOSITION UNDER  SECTION  2--403, 2- A--304(2),
2-A--305(2), 9--320, OR 9--321(C) OR OTHER STATUTE OR RULE OF LAW OR

(2) ACQUI ESCE I N THE PROCUREMENT BY THE BAILOR OR I TS NOM NEE OF ANY
DOCUMENT.

(B) TITLE TO GOODS BASED UPON AN UNACCEPTED DELI VERY ORDER IS SUBJECT
TO THE RIGHTS OF ANY PERSON TO VWH CH A NEGOTI ABLE WAREHOUSE RECEI PT OR
Bl LL OF LADI NG COVERI NG THE GOODS HAS BEEN DULY NEGOTI ATED. THAT TITLE
MAY BE DEFEATED UNDER SECTI ON 7--504 TO THE SAVE EXTENT AS THE RI GHTS OF
THE | SSUER OR A TRANSFEREE FROM THE | SSUER.

(© TITLE TO GOODS BASED UPON A BILL OF LADING | SSUED TO A FRElI GAT
FORWARDER | S SUBJECT TO THE RI GHTS OF ANY PERSON TO WHICH A BILL | SSUED
BY THE FREIGAT FORWARDER IS DULY NEGOTI ATED. HOANEVER, DELI VERY BY THE
CARRI ER | N ACCORDANCE W TH PART 4 OF THI S ARTI CLE PURSUANT TO ITS OW
Bl LL OF LADI NG DI SCHARGES THE CARRI ER S OBLI GATI ON TO DELI VER
SECTI ON 7--504. RI GHTS ACQUI RED | N ABSENCE OF DUE NEGOTI ATI ON, EFFECT OF

DI VERSI ON; STOPPAGE OF DELI VERY.

(A) A TRANSFEREE OF A DOCUMENT OF TI TLE, WHETHER NEGOTI ABLE OR NONNE-
GOTI ABLE, TO WH CH THE DOCUMENT HAS BEEN DELI VERED BUT NOT DULY NEGOTI -
ATED, ACQUI RES THE TI TLE AND RI GHTS THAT I TS TRANSFEROR HAD OR HAD ACTU
AL AUTHORI TY TO CONVEY.

(B) IN THE CASE OF A TRANSFER OF A NONNEGOTI ABLE DOCUMENT OF TI TLE,
UNTI L BUT NOT AFTER THE BAI LEE RECEIVES NOTICE OF THE TRANSFER, THE
RI GHTS OF THE TRANSFEREE NMAY BE DEFEATED:

(1) BY THOSE CREDI TORS OF THE TRANSFEROR WHI CH COULD TREAT THE TRANS-
FER AS VO D UNDER SECTI ON 2--402 OR 2- A--308;

(2) BY A BUYER FROM THE TRANSFEROR | N ORDI NARY COURSE OF BUSINESS |F
THE BAI LEE HAS DELI VERED THE GOCDS TO THE BUYER OR RECEI VED NOTI FI CATI ON
OF THE BUYER S RI GHTS;
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(3) BY A LESSEE FROM THE TRANSFERCR | N CRDI NARY COURSE OF BUSI NESS | F
THE BAI LEE HAS DELI VERED THE GOCDS TO THE LESSEE OR RECEI VED NOTI FI CA-
TION OF THE LESSEE' S Rl GHTS; OR

(4) AS AGAINST THE BAI LEE, BY GOOD- FAI TH DEALI NGS OF THE BAI LEE W TH
THE TRANSFEROR.

(© A D VERSION OR OTHER CHANGE OF SHI PPING |NSTRUCTIONS BY THE
CONSI GNOR | N A NONNEGOTI ABLE Bl LL OF LADI NG WHI CH CAUSES THE BAI LEE NOT
TO DELI VER THE GOODS TO THE CONSI GNEE DEFEATS THE CONSIGNEE'S TITLE TO
THE GOODS | F THE GOODS HAVE BEEN DELI VERED TO A BUYER I N ORDI NARY COURSE
OF BUSINESS OR A LESSEE IN ORDI NARY COURSE OF BUSI NESS AND, | N ANY
EVENT, DEFEATS THE CONSI GNEE' S Rl GHTS AGAI NST THE BAI LEE.

(D) DELIVERY OF THE GOODS PURSUANT TO A NONNEGOTI ABLE DOCUMENT OF
TI TLE MAY BE STOPPED BY A SELLER UNDER SECTI ON 2--705 OR A LESSOR UNDER
SECTI ON 2- A--526, SUBJECT TO THE REQUI REMENTS OF DUE NOTIFI CATION I N
THOSE ~ SECTI ONS. A BAILEE THAT HONORS THE SELLER' S OR LESSOR S
I NSTRUCTI ONS IS ENTI TLED TO BE | NDEMNIFIED BY THE SELLER OR LESSOR
AGAI NST ANY RESULTI NG LGSS OR EXPENSE.

SECTI ON 7--505. | NDORSER NOT GUARANTOR FOR OTHER PARTI ES.

THE | NDORSEMENT OF A TANG BLE DOCUMENT OF TI TLE | SSUED BY A BAl LEE
DCES NOI' MAKE THE | NDORSER LI ABLE FOR ANY DEFAULT BY THE BAILEE OR
PREVI QUS | NDORSERS.

SECTI ON 7--506. DELI VERY W THOUT | NDORSEMENT: RI GHT TO COMPEL | NDORSE-
IVENT.

THE TRANSFEREE OF A NEGOTI ABLE TANG BLE DOCUMENT OF TITLE HAS A
SPECI FI CALLY ENFORCEABLE RI GHT TO HAVE I TS TRANSFEROR SUPPLY ANY NECES-
SARY | NDORSEMENT, BUT THE TRANSFER BECOVES A NEGOTI ATI ON ONLY AS OF THE
TI ME THE | NDORSEMENT | S SUPPLI ED.

SECTI ON 7--507. WARRANTI ES ON NEGOTI ATION OR DELI VERY OF DOCUMENT OF
TI TLE.

I F A PERSON NEGOTI ATES OR DELI VERS A DOCUMENT OF TITLE FOR VALUE,
OTHERWSE THAN AS A MERE | NTERMEDI ARY UNDER SECTI ON 7--508, UNLESS
OTHERW SE AGREED, THE TRANSFEROR, | N ADDI TI ON TO ANY WARRANTY MADE I N
SELLING OR LEASI NG THE GOODS, WARRANTS TO I TS | MMEDI ATE PURCHASER ONLY
THAT:

(1) THE DOCUMENT | S GENU NE;

(2) THE TRANSFEROR DOES NOT HAVE KNOALEDGE OF ANY FACT THAT WOULD
| MPAI R THE DOCUMENT' S VALI DI TY OR WORTH;, AND

(3) THE NEGOTI ATION OR DELI VERY IS RIGHTFUL AND FULLY EFFECTI VE W TH
RESPECT TO THE TI TLE TO THE DOCUMENT AND THE GOCDS | T REPRESENTS.

SECTI ON 7--508. WARRANTI ES OF COLLECTI NG BANK AS TO DOCUMENTS OF TI TLE.

A COLLECTI NG BANK OR OTHER | NTERMEDI ARY KNOWN TO BE ENTRUSTED W TH
DOCUMENTS OF Tl TLE ON BEHALF OF ANOTHER OR W TH CCOLLECTI ON OF A DRAFT OR
OTHER CLAIM AGAI NST DELI VERY OF DOCUMENTS WARRANTS BY THE DELI VERY OF
THE DOCUMENTS ONLY I'TS OAN GOCD FAI TH AND AUTHORI TY EVEN | F THE COLLECT-
I NG BANK OR OTHER | NTERMEDI ARY HAS PURCHASED CR MADE ADVANCES AGAI NST
THE CLAI M OR DRAFT TO BE COLLECTED.

SECTI ON 7--509. ADEQUATE COWVPLI ANCE W TH COMMERCI AL CONTRACT.

WHETHER A DOCUMENT OF TITLE IS ADEQUATE TO FULFI LL THE OBLI GATI ONS OF
A CONTRACT FOR SALE, A CONTRACT FOR LEASE, OR THE CONDI TI ONS OF A LETTER
OF CREDIT IS DETERM NED BY ARTICLE 2, 2-A, OR 5.

PART 6
WAREHOUSE RECEI PTS AND BI LLS OF LADI NG
M SCELLANEQUS PROVI SI ONS
SECTI ON 7--601. LOST, STCOLEN, OR DESTROYED DOCUMENTS OF TI TLE.

(A) IF A DOCUMENT OF TITLE IS LOST, STOLEN, OR DESTROYED, A COURT MAY

ORDER DELI VERY OF THE GOODS OR | SSUANCE OF A SUBSTI TUTE DOCUMENT AND THE
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BAILEE MAY W THOUT LIABILITY TO ANY PERSON COWLY WTH THE ORDER. | F
THE DOCUMENT WAS NEGOTI ABLE, A COURT MAY NOT ORDER DELI VERY OF THE GOODS
OR | SSUANCE OF A SUBSTI TUTE DOCUMENT W THOUT THE CLAIMANT'S POSTI NG
SECURITY UNLESS IT FINDS THAT ANY PERSON THAT MAY SUFFER LOSS AS A
RESULT OF NONSURRENDER OF POSSESSION OR CONTROL OF THE DOCUMENT IS
ADEQUATELY PROTECTED AGAINST THE LGCSS. |F THE DOCUMENT WAS NONNEGOTI -
ABLE, THE COURT NMAY REQUI RE SECURI TY. THE COURT MAY ALSO ORDER PAYMENT
OF THE BAI LEE' S REASONABLE COSTS AND ATTORNEY' S FEES I N ANY ACTI ON UNDER
THI S SUBSECTI ON.

(B) A BAILEE THAT, W THOUT A COURT ORDER, DELIVERS GOODS TO A PERSON
CLAI M NG UNDER A M SSI NG NEGOTI ABLE DOCUMENT OF TITLE IS LIABLE TO ANY
PERSON | NJURED THEREBY. |F THE DELI VERY IS NOT | N GOOD FAI TH, THE BAI LEE
IS LIABLE FOR CONVERSION. DELIVERY IN GOOD FAITH I'S NOT CONVERSI ON | F
THE CLAI MANT POSTS SECURI TY W TH THE BAILEE I N AN AMOUNT AT LEAST DOUBLE
THE VALUE OF THE GOODS AT THE TIME OF POSTING TO | NDEMNI FY ANY PERSON
INJURED BY THE DELIVERY WHI CH FI LES A NOTI CE OF CLAIM W THI N ONE YEAR
AFTER THE DELI VERY.

SECTI ON 7--602. JUDI Cl AL PROCESS AGAI NST GOODS COVERED BY NEGOTI ABLE
DOCUMENT OF TI TLE.

UNLESS A DOCUMENT OF TI TLE WAS ORI G NALLY | SSUED UPON DELI VERY OF THE
GOODS BY A PERSON THAT DI D NOT HAVE POAER TO DISPCSE O THEM A LIEN
DOES NOT ATTACH BY VIRTUE OF ANY JUDI Cl AL PROCESS TO GOODS | N THE
POSSESSI ON OF A BAILEE FOR WHICH A NEGOTI ABLE DOCUMENT OF TITLE IS
OUTSTANDI NG UNLESS POSSESSION OR CONTROL OF THE DOCUMENT IS FI RST
SURRENDERED TO THE BAI LEE OR THE DOCUMENT' S NEGOTI ATION IS ENJO NED. THE
BAI LEE MAY NOT BE COWPELLED TO DELI VER THE GOODS PURSUANT TO PROCESS
UNTI L POSSESSI ON OR CONTROL OF THE DOCUMENT |'S SURRENDERED TO THE BAI LEE
OR TO THE COURT. A PURCHASER OF THE DOCUMENT FOR VALUE W THOUT NOTI CE OF
THE PROCESS OR | NJUNCTION TAKES FREE OF THE LI EN | MPCSED BY JUDI Cl AL
PROCESS.

SECTI ON 7--603. CONFLI CTI NG CLAI MS; | NTERPLEADER

| F MORE THAN ONE PERSON CLAIMS TI TLE TO OR POSSESSI ON OF THE GOODS,
THE BAILEE |S EXCUSED FROM DELI VERY UNTIL THE BAI LEE HAS A REASONABLE
TI ME TO ASCERTAIN THE VALIDI TY OF THE ADVERSE CLAIMS OR TO COWENCE AN
ACTI ON FOR | NTERPLEADER. THE BAI LEE MAY ASSERT AN | NTERPLEADER ElI THER | N
DEFENDI NG AN ACTI ON FOR NONDELI VERY OF THE GOODS OR BY ORI G NAL ACTI ON.

S 33. Section 8--103 of the uniformcomrercial code is anended by
addi ng two new subsections (g) and (h) to read as foll ows:

(G A DOCUMENT OF TITLE IS NOT A FINANCIAL ASSET UNLESS SECTION
8--102(A) (9)(I11) APPLIES.

AN OBLI GATI ON, SHARE, PARTI Cl PATI ON, OR | NTEREST DOES NOT SATI SFY
SECTI ON 8--102(A) (13)(I11) OR 8--102(A)(15) (1) MERELY BECAUSE THE | SSUER
OR A PERSON ACTI NG ON | TS BEHALF:

(1) MAINTAINS RECORDS OF THE OMNER THERECF FOR A PURPOSE OTHER THAN
REG STRATI ON OF TRANSFER, OR

(2) COULD, BUT DOES NOT, MAI NTAIN BOOKS FOR THE PURPOCSE OF REQ STRA-
TI ON OF TRANSFER

S 34. Section 8--106 of the uniformcomrercial code is anended by
addi ng two new subsections (h) and (i) to read as foll ows:

(H) UNDER SUBSECTION (C)(2) OR (D)(2), AUTHENTI CATI ON OF A RECORD DCES
NOT | MPOSE UPON THE | SSUER OR SECURI TI ES | NTERVEDI ARY ANY DUTY NOT
EXPRESSLY AGREED TO BY THE |SSUER OR SECURI TI ES | NTERVEDI ARY | N THE
RECORD.

(1) A PURCHASER HAS " CONTROL" UNDER SUBSECTION (C)(2) OR (D (2) EVEN
I|F ANY DUTY OF THE | SSUER OR THE SECURI TI ES | NTERMEDI ARY TO COWLY W TH
| NSTRUCTI ONS OR ENTI TLEMENT ORDERS ORI G NATED BY THE PURCHASER IS
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SUBJECT TO ANY CONDI TION OR CONDI TI ONS ( OTHER THAN FURTHER CONSENT BY
THE REG STERED OMNER OR THE ENTI TLEMENT HOLDER) .

S 35. Section 9--102 of the uniform conmercial code, as added by chap-
ter 84 of the laws of 2001, is anended to read as foll ows:
Section 9--102. Definitions And Index of Definitions.

(a) Article 9 definitions. In this article:

(1)

(2)

(3)

(4)

(5)

"Accessi on" neans goods that are physically united with other
goods in such a manner that the identity of the origina
goods is not |ost.

"“Account", except as used in "account for", neans a right to

paynment of a nonetary obligation, whether or not earned by

performance, (i) for property that has been or is to be sold,

| eased, licensed, assigned, or otherwi se disposed of, (ii)

for services rendered or to be rendered, (iii) for a policy

of insurance issued or to be issued, (iv) for a secondary
obligation incurred or to be incurred, (v) for energy

provi ded or to be provided, (vi) for the use or hire of a

vessel under a charter or other contract, (vii) arising out

of the use of a credit or <charge card or information
contained on or for use with the card, or (viii) as w nni ngs
in alottery or other gane of chance operated or sponsored by

a state, governmental unit of a State, or person |icensed or

authorized to operate the gane by a State or government al

unit of a State. The term includes health-care-insurance
recei vables. The term does not include (i) rights to paynent
evi denced by chattel paper or an instrunment, (ii) comercia
tort «clainms, (iii) deposit accounts, (iv) investment proper-

ty, (v) letter-of-credit rights or letters of credit, or (vi)

rights to paynent for noney or funds advanced or sold, other

than rights arising out of the use of a credit or charge card
or information contained on or for use with the card.

"Account debtor" nmeans a person obligated on an account,

chattel paper, or general intangible. The term does not

include persons obligated to pay a negotiable instrunent,
even if the instrunent constitutes part of chattel paper.

"Accounting", except as used in "accounting for", neans a

record:

(A) authenticated by a secured party;

(B) indicating the aggregate unpaid secured obligations as of
a date not nore than 35 days earlier or 35 days |ater
than the date of the record; and

(C identifying the conponents of the obligations in reason-
abl e detail.

“Agricultural lien" nmeans an interest[, other than a security

interest,] in farm products:

(A) which secures paynent or performance of an obligation
for:

(i) goods or services furnished in connection with a
debtor's farm ng operation; or

(ii) rent on real property leased by a debtor in
connection with its farm ng operation; and

(B) which is created by statute in favor of a person that:

(i) inthe ordinary course of its business furnished
goods or services to a debtor in connection with a
debtor's farm ng operation; or
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(8)

(9)
(10)

(11)
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(ii) leased real property to a debtor in connection wth
the debtor's farm ng operation; and
(C whose effectiveness does not depend on the person's
possessi on of the personal property.
"As-extracted collateral” neans:
(A) oil, gas, or other mnerals that are subject to a securi-
ty interest that:
(1) is created by a debtor having an interest in the
m neral s before extraction; and
(ii) attaches to the mnerals as extracted; or
(B) accounts arising out of the sale at the well head or m ne-
head of oil, gas, or other mnerals in which the debtor
had an interest before extraction.
" Aut henti cate" neans:
(A) to sign; or
(B) [to execute or otherw se adopt a synmbol, or encrypt or
simlarly process a record in whole or in part, wth the
present intent of the authenticating person to identify
the person and adopt or accept a record] W TH PRESENT
| NTENT TO ADOPT OR ACCEPT A RECORD, TO ATTACH TO OR
LOG CALLY ASSOCI ATE W TH THE RECORD AN ELECTRONI C SOUND
SYMBOL, OR PROCESS.
"Bank" neans an organi zation that is engaged in the business
of banki ng. The termincl udes savi ngs banks, savings and | oan
associ ations, credit unions, and trust conpani es.
"Cash proceeds" neans proceeds that are noney, checks, depos-
it accounts, or the like.
"Certificate of title" means a certificate of title with
respect to which a statute provides for the security inter-
est in question to be indicated on the certificate as a
condition or result of the security interest's obtaining
priority over the rights of a lien creditor with respect to
the collateral. SUCH TERM | NCLUDES ANOTHER RECORD NMNAI N-
TAINED AS AN ALTERNATIVE TO A CERTI FI CATE OF TI TLE BY THE
GOVERNVENTAL UNI T THAT | SSUES CERTI FI CATES OF TITLE IF A
STATUTE PERM TS THE SECURITY |NTEREST |N QUESTION TO BE
| NDI CATED ON THE RECORD AS A CONDITION OR RESULT OF THE
SECURI TY | NTEREST'S OBTAINING PRIORI TY OVER THE RI GHTS OF A
LI EN CREDI TOR W TH RESPECT TO THE COLLATERAL
"Chattel paper” neans a record or records that evidence both
a nonetary obligation and a security interest in specific
goods, a security interest in specific goods and software
used in the goods, a security interest in specific goods and
license of software used in the goods, a |lease of specific
goods, or a |lease of specific goods and |license of software
used in the goods. In this paragraph, "nonetary obligation”
nmeans a nonetary obligation secured by the goods or owed
under a | ease of the goods and includes a nonetary obli-
gation wth respect to software used in the goods. The term
does not include (i) charters or other <contracts involving
the wuse or hire of a vessel or (ii) records that evidence a
right to paynment arising out of the wuse of a credit or
charge card or information contained on or for use with the
card. If a transaction is evidenced by records that include
an instrunment or series of instruments, the group of records
taken together constitutes chattel paper.
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(11-a) "Check" nmeans (i) a draft, other than a docunentary draft,
payabl e on demand and drawn on a bank or (ii) a cashier's
check or a teller's check. An instrunent may be a check
even though it is described on its face by another term
such as "noney order”. An instrunent that (i) neets all of
the requirenents stated in Article 3 of this chapter to be
a negotiable instrunent other than stating that it is
payabl e to order or bearer and (ii) otherwi se qualifies as
a check is a negotiable instrument and a check.

(12) "Collateral” neans the property subject to a security inter-

est or agricultural lien. The term i ncl udes:

(A) proceeds to which a security interest attaches;

(B) accounts, chattel paper, paynment intangibles, and prom s-
sory notes that have been sold; and

(C) goods that are the subject of a consignnent.

(13) "Commercial tort claint neans a claimarising in tort wth
respect to which:

(A) the claimant is an organi zation; or

(B) the claimant is an individual and the claim
(i) arose in the <course of the claimant's business or

pr of essi on; and
(ii) does not include damages arising out of persona
injury to or the death of an individual.

(14) "Commodity account” neans an account naintai ned by a commod-
ity intermediary in which a coommodity contract is carried
for a conmodity custoner

(15) "Commodity contract" means a comodity futures contract, an
option on a comodity futures contract, a comodity option,
or another contract if the contract or option is:

(A) traded on or subject to the rules of a board of trade
that has been designated as a contract market for such a
contract pursuant to federal commodities |aws; or

(B) traded on a foreign commodity board of trade, exchange,
or market, and is carried on the books of a comodity
internmediary for a commopdity custoner

(16) "Commodity customer"™ nmeans a person for which a comodity
internmediary carries a commodity contract on its books.

(17) "Commodity intermediary” means a person that:

(A) is registered as a futures conmm ssion nerchant under
federal conmmodities |aw, or

(B) in the ordinary course of its business provides cl earance
or settlenent services for a board of trade that has been
designated as a contract market pursuant to federa
commodi ties | aw.

(18) "Communi cat e" neans:

(A) to send a witten or other tangible record;

(B) to transmt a record by any neans agreed upon by the
persons sending and receiving the record; or

(C in the case of transm ssion of a record to or by a filing
office, to transnmt a record by any neans prescribed by
filing-office rule.

(19) "Consignee" nmeans a nerchant to which goods are delivered in
a consi gnnent .

(20) "Consignnment"” neans a transaction, regardless of its form
in which a person delivers goods to a nerchant for the
pur pose of sal e and:
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(24)

(25)

(26)

(27)
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(A) the merchant:

(i) deals in goods of that kind under a nane other than
the nane of the person nmaking delivery;
(ii) is not an auctioneer; and
(ii1) is not generally known by its creditors to be
substantially engaged in selling the goods of
ot hers;

(B) with respect to each delivery, the aggregate val ue of the

goods is $1,000 or nore at the time of delivery;

(C the goods are not consumer goods imediately before

delivery; and

(D) the transaction does not create a security interest that

secures an obligation.
"Consignor" means a person that delivers goods to a
consi gnee in a consignnent.
"Consuner debtor" neans a debtor in a consunmer transaction.
"Consumer goods" means goods that are used or bought for use
primarily for personal, famly, or househol d purposes.
"Consurmer - goods transacti on” neans a consuner transaction in
whi ch:

(A an i ndi vi dual i ncurs an obligation primarily for

personal, famly, or househol d purposes; and

(B) a security interest in consumer goods secures the obli-

gati on.
"Consumer obligor" nmeans an obligor who is an individual and
who incurred the obligation as part of a transaction entered
into primarily for personal, fam |y, or househol d purposes.
"Consumer transaction”™ neans a transaction in which (i) an
i ndividual incurs an obligation primarily for personal,
famly, or household purposes, (ii) a security interest
secures the obligation, and (iii) the collateral is held or
acquired primarily for personal, famly, or household
pur poses. The term i ncl udes consuner-goods transacti ons.
“Continuation statenment” neans an anmendnment of a financing
statenment which:

(A) identifies, by its file nunber, the initial financing

statenent to which it relates; and

(B) indicates that it is a continuation statenent for, or

that it is filed to continue the effectiveness of, the
identified financing statenent.

(27-a) "Cooperative addendumt nmeans a record that satisfies

Section 9--502(e).

(27-b) "Cooperative interest” means an ownership interest in a

cooperative organi zation, which interest, when created, is
coupl ed with possessory rights of a proprietary nature in
identified physical space belonging to the cooperative
organi zati on. A subsequent term nation of the possessory
rights shall not cause an ownership interest to cease
bei ng a cooperative interest.

(27-c) "Cooperative organi zati on" means an organi zati on whi ch has

as its principal asset an interest in real property in
this state and in which organization all ownership inter-
ests are cooperative interests.

(27-d) "Cooperative organi zation security interest” means a secu-

rity interest which is in a cooperative interest, is 1in
favor of the cooperative organization, is created by the
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cooperative record, and secures only obligations incident
to ownership of that cooperative interest.

e) "Cooperative record" nmeans those records which, as a
whol e, evidence cooperative interests and define the nutu-
al rights and obligations of the owners of the cooperative
interests and the cooperative organization.

(27-f) "Cooperative unit" nmeans the physical space associated

(28)

(29)

(30)

(31)

(32)

(33)
(34)

(35)

(36)
(37)
(38)
(39)

(40)

with a cooperative interest.
“Debtor" neans:

(A) a person having an interest, other than a security inter-
est or other lien, in the collateral, whether or not the
person is an obligor;

(B) a seller of accounts, chattel paper, paynent intangibles,
or pronissory notes; or

(C a consignee.

"Deposit account" neans a demand, tine, savings, passbook,
or simlar account maintained with a bank. The term does not
include investnment property or accounts evidenced by an
i nstrument .

"Docunent" neans a docunent of title or a receipt of the
type described in Section 7--201[(2)] (B)

"El ectronic chattel paper” means chattel paper evidenced by
a record or records consisting of information stored in an
el ectroni ¢ nedi um

"Encunbrance” rmeans a right, other than an ownership inter-
est, in real property. The termincludes nortgages and ot her
liens on real property.

"Equi prent " neans goods ot her than inventory, farm products,
or consuner goods.

"Farm products" neans goods, other than standing tinber,
with respect to which the debtor is engaged in a farm ng
operation and which are:

(A) crops grown, growing, or to be grown, including:

(i) crops produced on trees, vines, and bushes; and
(ii) aquatic goods produced in aquacul tural operations;

(B) livestock, born or wunborn, including aquatic goods
produced in aquacul tural operations;

(C supplies used or produced in a farm ng operation; or

(D) products of <crops or livestock in their unmanufactured

st at es.
"“Farm ng operation"” neans raising, cultivating, propagating,
fattening, grazing, or any other farmng, |livestock, or

aquacul tural operation.

"File nunber” neans the nunber assigned to an initia
fi nanci ng statenent pursuant to Section 9--519(a).

"Filing office" neans an office designated in Section 9--501
as the place to file a financing statenent.

"Filing-office rule" neans a rule adopted pursuant to
Section 9--526.

"Financing statenment” neans a record or records conposed of
an initial financing statement and any filed record relating
to the initial financing statenent.

"Fixture filing" means the filing of a financing statenent
covering goods that are or are to becone fixtures and sati s-
fying Section 9--502(a) and (b). The termincludes the
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(45)

(46)
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filing of a financing statenment covering goods of a trans-
mtting utility which are or are to becone fixtures.

"Fi xtures" neans goods that have beconme so related to
particular real property that an interest in them arises
under real property |aw.

"General intangible" nmeans any personal property, including
things in action, other than accounts, chattel paper,
commercial tort clains, deposit accounts, docunents, goods,
i nstruments, investment property, letter-of-credit rights,
letters of «credit, noney, and oil, gas, or other mnerals
before extraction. The term i ncl udes paynent intangibles and
sof t war e.

"Good faith" means honesty in fact and the observance of
reasonabl e commerci al standards of fair dealing.

"Goods" neans all things that are novabl e when a security
interest attaches. The term includes (i) fixtures, (i)
standing tinber that is to be cut and renoved under a
conveyance or contract for sale, (iii) the unborn young of
animals, (iv) crops grown, growing, or to be grown, even if
the crops are produced on trees, vines, or bushes, and (v)
manuf actured hones. The term also includes a conputer
program enbedded in goods and any supporting information
provided in connection wth a transaction relating to the
programif (i) the programis associated with the goods in
such a manner that it customarily is considered part of the
goods, or (ii) by becom ng the owner of the goods, a person
acquires a right to use the programin connection with the
goods. The term does not include a computer program enbedded
in goods that consists solely of the nedium in which the

program is enbedded. The term also does not include
accounts, chattel paper, comercial tort clainms, deposit
accounts, docunent s, general intangibles, instrunents,
i nvestnment property, letter-of-credit rights, letters of
credit, noney, or oil, gas, or other mnerals before

extracti on.

"Governnental unit" nmeans a subdivi sion, agency, departnent,
county, parish, nunicipality, or other unit of the govern-
ment of the United States, a state, or a foreign country.
The termincludes an organi zati on having a separate corpo-
rate existence if the organization is eligible to issue debt
on which interest is exenpt frominconme taxation under the
| aws of the United States.

"Heal t h- care-i nsurance recei vabl e" nmeans an interest in or
claim under a policy of insurance which is aright to
paynment of a nonetary obligation for health-care goods or
services provided OR TO BE PROVI DED

"Instrunent” neans a negotiable instrunment or any other
witing that evidences a right to the paynent of a nonetary
obligation, is not itself a security agreenent or |ease, and
is of a type that in ordinary course of business is trans-
ferred by delivery with any necessary i ndorsenent or assign-
ment. The term does not include (i) investnent property,
(ii) letters of «credit, or (iii) witings that evidence a
right to paynment arising out of the wuse of a credit or
charge card or information contained on or for use with the
card.
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"I nventory" neans goods, other than farm products, which:

(A) are |leased by a person as |essor;
(B) are held by a person for sale or | ease or to be furnished

under a contract of service;

(C are furnished by a person under a contract of service; or
(D) consist of raw materials, work in process, or materials

used or consuned in a business.
"I nvestnent property" nmeans a security, whether certificated
or uncertificated, security entitlenment, securities account,
commodity contract, or conmmodity account.
"Jurisdiction of organization", with respect to a registered
organi zati on, neans the jurisdiction under whose |aw the
organi zation is FORVED OR organi zed.
"Letter-of-credit right" means a right to paynment or
performance under a letter of credit, whether or not the
beneficiary has denmanded or is at the tine entitled to
demand paynent or performance. The term does not include the
right of a beneficiary to demand paynment or perfornance
under a letter of credit.
“"Lien creditor" neans:

(A) a creditor that has acquired a lien on the property

i nvol ved by attachnent, levy, or the Ilike;

(B) an assignee for benefit of creditors from the tinme of

assi gnment ;

(C a trustee in bankruptcy fromthe date of the filing of

the petition; or

(D) a receiver in equity fromthe tinme of appointnent.

“Manuf act ured hone" nmeans a structure, transportable in one
or nore sections, which, in the traveling node, is eight
body feet or nore in width or 40 body feet or nore in
length, or, when erected on site, is 320 or nore square
feet, and which is built on a permanent chassis and desi gned
to be used as a dwelling with or without a pernmanent founda-
tion when connected to the required utilities, and includes
the plunbing, heating, air-conditioning, and electrica
systens contained therein. The termincludes any structure
that neets all of the requirenents of this paragraph except
the size requirenments and with respect to which the nmanufac-
turer voluntarily files a certification required by the
United States Secretary of Housing and Urban Devel opnent and
conplies wth the standards established under Title 42 of
the United States Code.

“Manuf act ur ed- hone transacti on” neans a secured transacti on:

(A) that creates a purchase-nbney security interest in a

manuf act ured hone, ot her than a manuf actured hone hel d as
i nventory; or

(B) in which a manufactured home, other than a manufactured

hone held as inventory, is the primary collateral.

"Mortgage" nmeans a consensual interest in real property,
including fixtures, which secures paynent or performance of
an obligation.

"New debtor" means a person that becones bound as debtor
under Section 9--203(d) by a security agreenent previously
entered into by another person.

“"New val ue" neans (i) noney, (ii) noney's worth in property,
services, or new credit, or (iii) release by a transferee of
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an interest in property previously transferred to the trans-
feree. The term does not include an obligation substituted
for another obligation.

"Noncash proceeds" neans proceeds other than cash proceeds.
“"bligor" neans a person that, with respect to an obligation
secured by a security interest in or an agricultural lien on
the collateral, (i) owes paynent or other performance of the
obligation, (ii) has provided property other than the coll a-
teral to secure paynent or other performance of the obli-
gation, or (iii) is otherwi se accountable in whole or in
part for payment or other performance of the obligation. The
term does not include issuers or nom nated persons under a
letter of credit.

"Original debtor", except as wused in Section 9--310(c),
neans a person that, as debtor, entered into a security
agreenent to which a new debtor has beconme bound under
Section 9--203(d).

"Payment intangi ble" nmeans a general intangible under which
the account debtor's principal obligation is a nonetary
obl i gation

"Person related to", with respect to an individual, neans:

(A) the spouse of the individual;
(B) a brother, brother-in-law, sister, or sister-in-Ilaw of

t he i ndi vi dual ;

(© an ancestor or lineal descendant of the individual or the

i ndi vi dual ' s spouse; or

(D) any other relative, by blood or marriage, of the individ-

ual or the individual's spouse who shares the sane hone
with the individual.
"Person related to", with respect to an organi zati on, neans:

(A) a person directly or indirectly controlling, controlled

by, or under common control with the organi zation;

(B) an officer or director of, or a person performng simlar

functions with respect to, the organization;

(C an officer or director of, or a person performng simlar

functions with respect to, a person described in subpara-
graph (A);

(D) the spouse of an individual described in subparagraph

(A, (B), or (O; or

(E) an individual who is related by blood or marriage to an

i ndi vi dual described in subparagraph (A, (B, (O, or

(D) and shares the same honme with the individual.
"Proceeds", except as used in Section 9--609(b), neans the
foll owi ng property:

(A) Whatever is acquired wupon the sale, |lease, |icense,

exchange, or other disposition of collateral;

(B) whatever is collected on, or distributed on account of,

coll ateral ;

(C rights arising out of collateral;
(D) to the extent of the value of collateral, clains arising

out of the |loss, nonconformity, or interference with the
use of, defects or infringenent of rights in, or danage
to, the collateral; or

(E) to the extent of the value of collateral and to the

extent payable to the debtor or the secured party, insur-
ance payabl e by reason of the loss or nonconformty of,
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defects or infringenent of rights in, or damage to, the
col lateral.

(65) "Promi ssory note" means an instrunent that evidences a prom
ise to pay a nonetary obligation, does not evidence an order
to pay, and does not contain an acknow edgnent by a bank
that the bank has received for deposit a sum of noney or
funds.

(66) "Proposal" nmeans a record authenticated by a secured party
whi ch includes the terns on which the secured party is wll-
ing to accept collateral in full or partial satisfaction of
the obligation it secures pursuant to Sections 9--620,
9--621, and 9--622.

(66-a) "Prove" with respect to a fact neans to neet the burden of

establishing the fact (Section 1-201(8)).

(67) "Public-finance transaction" neans a secured transaction in
connecti on wi th which:

(A) debt securities are issued,

(B) all or a portion of the securities issued have an initia
stated maturity of at |east 20 years; and

(C© the debtor, obligor, secured party, account debtor or
ot her person obligated on collateral, assignor or assig-
nee of a secured obligation, or assignor or assignee of a
security interest is a state or a governnental unit of a
state.

(68) "PUBLI C ORGANI C RECORD' MEANS A RECORD THAT | S AVAI LABLE TO
THE PUBLI C FOR | NSPECTI ON AND | S:

(A) A RECORD CONSI STING OF THE RECORD | NI TIALLY FI LED WTH OR
| SSUED BY A STATE OR THE UNI TED STATES TO FORM OR ORGAN-
| ZE AN ORGANI ZATI ON AND ANY RECORD FI LED WTH OR | SSUED
BY THE STATE OR THE UNITED STATES WH CH AMENDS OR
RESTATES THE | NI TI AL RECORD

(B) AN ORGANI C RECORD OF A BUSI NESS TRUST CONSI STING OF THE
RECORD | N TIALLY FILED WTH A STATE AND ANY RECORD FI LED
WTH THE STATE WHICH AMENDS OR RESTATES THE | N TIAL
RECORD, |F A STATUTE OF THE STATE GOVERNI NG BUSI NESS
TRUSTS REQUI RES THAT THE RECORD BE FILED WTH THE STATE
OR

(© A RECORD CONSI STI NG OF LEG SLATI ON ENACTED BY THE LEGQ S-
LATURE OF A STATE OR THE CONGRESS OF THE UNI TED STATES
VH CH FORMBE OR ORGANIZES AN ORGANI ZATI ON, ANY RECORD
AMVENDI NG THE LEG SLATI ON, AND ANY RECORD FILED WTH OR
| SSUED BY THE STATE OR THE UNI TED STATES WHI CH AMVENDS OR
RESTATES THE NAME OF THE ORGANI ZATI ON.

(69) "Pursuant to conmtnent”, with respect to an advance made or
ot her val ue given by a secured party, neans pursuant to the
secured party's obligation, whether or not a subsequent
event of default or other event not wthin the secured
party's control has relieved or nmay relieve the secured

party fromits obligation
[(69)] (70) "Record", except as wused in "for record", "of
record”, "record or legal title", and "record owner", neans

information that is inscribed on a tangi ble nedi umor which
is stored in an electronic or other nediumand is retrieva-
ble in perceivable form

[(70)] (71) "Registered organization" means an or gani zati on
FORMED OR organi zed solely under the Iaw of a single state
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or the United States [and as to which the state or the
United States nust nmintain a public record show ng the
organi zation to have been organized] BY THE FILING OF A
PUBLI C ORGANI C RECORD W TH, THE | SSUANCE OF A PUBLI C ORGANI C
RECORD BY, OR THE ENACTMENT OF LEQ SLATI ON BY THE STATE OR
THE UNI TED STATES. THE TERM | NCLUDES A BUSI NESS TRUST THAT
IS FORMED OR ORGANI ZED UNDER THE LAW OF A SINGLE STATE IF A
STATUTE OF THE STATE GOVERNI NG BUSI NESS TRUSTS REQUI RES THAT
THE BUSI NESS TRUST' S ORGANI C RECORD BE FI LED W TH THE STATE

[(71)] (72) "Secondary obligor" nmeans an obligor to the extent
t hat :

(A) the obligor's obligation is secondary; or

(B) the obligor has a right of recourse with respect to an
obligation secured by collateral against the debtor,
anot her obligor, or property of either.

[(72)] (73) "Secured party" mneans:

(A) a person in whose favor a security interest is created or
provided for wunder a security agreenent, whether or not
any obligation to be secured is outstanding;

(B) a person that holds an agricultural lien;

(C a consignor;

(D) a person to which accounts, chattel paper, paynent intan-
gi bl es, or pronissory notes have been sol d;

(E) a trustee, indenture trustee, agent, collateral agent, or
other representative in whose favor a security interest
or agricultural lien is created or provided for; or

(F) a person that holds a security interest arising under
Section 2--401, 2--505, 2--711(3), 2-A-508(5), 4--210, or
5--118.

[(73)] (74) "Security agreenent” neans an agreenent that creates
or provides for a security interest. A cooperative record
that provides that the owner of a cooperative interest has
an obligation to pay anmobunts to the cooperative organization
incident to ownership of that cooperative interest and which
states that the cooperative organization has a direct renedy
agai nst that cooperative interest if such amounts are not
paid is a security agreenent creating a cooperative organ-
I zation security interest.

[(74)] (75) "Send", in connection with a record or notification,
nmeans:
(A) to deposit inthe mail, deliver for transmssion, or

transmt by any other usual means of comrunication, with
postage or cost of transm ssion provided for, addressed
to any address reasonabl e under the circunstances; or

(B) to cause the record or notification to be received within
the time that it would have been received if properly
sent under subparagraph (A).

[(75)] (76) "Software" means a conputer program and any support-
ing information provided in connection with a transaction
relating to the program The term does not include a conput-
er programthat is included in the definition of goods.

[(76)] (77) "State" neans a state of the United States, the
District of Colunbia, Puerto Rico, the United States Virgin
I sl ands, or any territory or insular possession subject to
the jurisdiction of the United States.
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[(77)] (78) "Supporting obligation" nmeans a

right or secondary obligation that supports the

letter-of-credit

performance of an account, chattel paper,
general intangible, an instrunent, or invest ment property.
[(78)] (79) "Tangi bl e chattel paper" means

evi denced by a record or records consisting

that is inscribed on a tangi ble nedi um

[(79)] (80) ™"Termination statenment” means an

fi nanci ng statenent which:

(A) identifies, by its file nunber, the initia

statenent to which it relates; and

of

chatt el

amendnent

paynment or
a docunent,

a

paper

i nformati on

of a

fi nanci ng

(B) indicates either that it is a term nation statenment or
that the identified financing statenent

effecti ve.

[(80)] (81) ™"Transmitting wutility" neans a person

engaged in the business of:

is no |onger
primrily
troll ey

(A) operating a railroad, subway, street railway, or

bus;

(B) transmitting comunications electrically,

cally, or by light;

(C transmitting goods by pipeline or sewer;

or

el ectronmagneti -

(D) transmitting or producing and transmtting electricity,

steam gas, or water.
(b) Definitions in other articles. The foll ow ng defi
articles apply to this article:

" Appl i cant” Secti on
"Beneficiary" Secti on
"Br oker" Section
"Certificated security"” Secti on
"Cl earing corporation” Section
"Contract for sale" Sectio
" CONTROL" (W TH RESPECT TO A DOCUMENT SECTION
OF TITLE)

"Cust oner" Section
"Entitl enent hol der" Section
"Fi nanci al asset" Section
"Hol der in due course" Section
"Issuer"” (with respect to a letter of

credit or letter-of-credit right) Section
"Issuer"” (with respect to a security) Sectio
"1 SSUER" (W TH RESPECT TO DOCUMENT COF TI TLE) SECTION
"Lease" Section
"Lease agreenent” Secti on
"Lease contract"” Section
"Leasehol d i nterest" Section
"Lessee" Section
"Lessee in ordinary course of business" Secti on
"Lessor" Section
"Lessor's residual interest" Section
"Letter of credit" Section
"Mer chant " Section
"Negotiabl e instrunment” Secti on
“Noni nat ed person” Secti on
" Not e" Section
"Proceeds of a letter of credit" Section

nitions in

5--102.
5--102.
8--102.
8--102.
8--102.
2--106.
7--106.
4--104.
8--102.
8--102.
3--302.
5--102.
8--201.
7--102.
2- A-103.
2- A-103.
2- A-103.
2- A-103.
2- A-103.
2- A-103.
2- A-103.
2- A-103.
5--102.
2--104.
3--104.
5--102.
3--104.
5--114.

ot her



Co~NOoOUIT~hWNE

S. 5901 89

" PROVE" SECTI ON 3--103
" Sal e" Section 2--106.
"Securities account” Section 8--501.
"Securities intermediary"” Section 8--102.
"Security" Section 8--102.
"Security certificate" Section 8--102.
"Security entitlement” Section 8--102.
"Uncertificated security"” Section 8--102.

(c) Article 1 definitions and principles. Article 1 contains genera
definitions and principles of construction and interpretation applicable
t hroughout this article.

S 36. Section 9--104 of the uniform conmercial code, as added by chap-
ter 84 of the laws of 2001, is anmended to read as foll ows:

Section 9--104. Control of Deposit Account.

(a) Requirenents for control. A secured party has control of a deposit
account if:

(1) the secured party is the bank with which the deposit account
i S mai nt ai ned;

(2) the debtor, secured party, and bank have agreed in an authen-
ticated record that the bank will conply with instructions
originated by the secured party directing disposition of the
funds in the deposit account wi thout further consent by the
debtor; [or]

(3) the secured party becones the bank's custoner with respect to
t he deposit account;

(4) THE NAME ON THE DEPCSI T ACCOUNT IS THE NAME OF THE SECURED
PARTY OR | NDI CATES THAT THE SECURED PARTY HAS A SECURI TY
| NTEREST | N THE DEPOSI T ACCOUNT; OR

(5) ANOTHER PERSON HAS CONTROL OF THE DEPOSI T ACCOUNT ON BEHALF
OF THE SECURED PARTY OR, HAVI NG PREVI QUSLY ACQUI RED CONTROL
OF THE DEPCSI T ACCOUNT, ACKNOW.EDGES THAT I T HAS CONTROL ON
BEHALF OF THE SECURED PARTY.

(b) Debtor's right to direct disposition. A secured party that has
satisfied subsection (a) has control, even if the debtor retains the
right to direct the disposition of funds fromthe deposit account.

(© NO |IMPLIED DUTIES OF BANK. THE AUTHENTI CATI ON OF A RECORD BY THE
BANK UNDER SUBSECTI ON (A) (2) DOES NOT | MPOSE UPON THE BANK ANY DUTY NOT
EXPRESSLY AGREED TO BY THE BANK IN THE RECORD. THE NAM NG OF THE DEPCSI T
ACCOUNT | N THE NAME OF THE SECURED PARTY OR W TH AN | NDI CATI ON THAT THE
SECURED PARTY HAS A SECURITY |INTEREST IN THE DEPCSIT ACCOUNT UNDER
SUBSECTI ON (A)(4) DOES NOT | MPOSE UPON THE BANK ANY DUTY NOT EXPRESSLY
AGREED TO BY THE BANK

(D) CONDI TIONS NOT RELEVANT. A SECURED PARTY HAS CONTROL UNDER
SUBSECTION (A)(2) EVEN IF ANY DUTY O THE BANK TO COWLY WTH
| NSTRUCTI ONS ORI G NATED BY THE SECURED PARTY DI RECTI NG DI SPOSI TION OF
THE FUNDS | N THE DEPCSI T ACCOUNT | S SUBJECT TO ANY CONDI TI ON OR CONDI -
TIONS (OTHER THAN FURTHER CONSENT BY THE DEBTOR)

(E) NO I NFERENCES. THE PROCEDURES AND REQUI REMENTS OF SUBSECTI ON
(A) (4) AVAI LABLE TO OBTAI N CONTROL SHALL NOT BE USED | N | NTERPRETI NG THE
SUFFI CIl ENCY OF A SECURED PARTY'S COWPLI ANCE W TH THE PROCEDURES AND
REQUI REMENTS OF SUBSECTION (A) (1), (A(2) OR (A)(3) TO OBTAIN CONTROL.
THE PROVI SI ONS OF SUBSECTI ON (A) (4) SHALL CREATE NO | NFERENCE REGARDI NG
THE REQUI REMENTS FOR COWPLIANCE WTH SUBSECTION (A)(1), (A(2) OR
(A)(3).

S 37. Section 9--105 of the uniform conmercial code, as added by chap-
ter 84 of the laws of 2001, is anmended to read as foll ows:
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Section 9--105. Control of Electronic Chattel Paper.

(A) GENERAL RULE: CONTROL OF ELECTRONI C CHATTEL PAPER. A secured party
has control of electronic chattel paper iif A SYSTEM EMPLOYED FOR
EVI DENCI NG THE TRANSFER OF |INTERESTS IN THE CHATTEL PAPER RELI ABLY
ESTABLI SHES THE SECURED PARTY AS THE PERSON TO WHI CH THE CHATTEL PAPER
WAS ASSI GNED

(B) SPECI FI C FACTS G VI NG CONTROL. A SYSTEM SATI SFI ES SUBSECTI ON  ( A)
IF the record or records conprising the chattel paper are created,
stored, and assigned in such a manner that:

(1) a single authoritative copy of the record or records exists
which is wunique, identifiable and, except as otherw se
provi ded in paragraphs (4), (5), and (6), unalterable;

(2) the authoritative copy identifies the secured party as the
assi gnee of the record or records;

(3) the authoritative copy is communicated to and maintai ned by
the secured party or its designated custodian;

(4) copies or [revisions] AMENDVMVENTS that add or change an iden-
tified assignee of the authoritative copy can be nade only
with the [participation] CONSENT of the secured party;

(5) each copy of the authoritative copy and any copy of a copy is
readily identifiable as a copy that is not the authoritative
copy, and

(6) any [revision] AVENDMENT of the authoritative copy is readily
identifiable as [an] authorized or unauthorized [revision].

S 38. Subparagraph (D) of paragraph 3 of subsection (b) of section
9--203 of the uniformcomercial code, as added by chapter 84 of the
| aws of 2001, is anended to read as foll ows:

(D) the collateral is deposit accounts, electronic chattel
paper, investnent property, [or] letter-of-credit rights,
OR ELECTRONIC DOCUMENTS, and the secured party has
control under Section 7--106, 9--104, 9--105, 9--106, or
9--107 pursuant to the debtor's security agreenent.

S 39. Subsection (c) of section 9--207 of the uniform conmercial code,
as added by chapter 84 of the laws of 2001, is anended to read as
fol | ows:

(c) Duties and rights when secured party in possession or control.
Except as otherwi se provided in subsection (d), a secured party having
possession of collateral or control of collateral under Section 7--106,
9--104, 9--105, 9--106, or 9--107:

(1) may hold as additional security any proceeds, except noney or
funds, received fromthe collateral;

(2) shall apply noney or funds received from the collateral to
reduce the secured obligation, unless remtted to the debtor;
and

(3) may create a security interest in the collateral.

S 40. Paragraphs 4 and 5 of subsection (b) of section 9--208 of the
uni form comerci al code, as added by chapter 84 of the |aws of 2001, are
anmended, and a new paragraph 6 is added to read as foll ows:

(4) a secured party having control of investnent property under
Section 8--106(d)(2) or 9--106(b) shall send to the securi-
ties internmediary or coomodity intermediary with which the
security entitlenment or comodity contract is maintained an
aut henticated record that releases the securities interne-
diary or comodity intermediary fromany further obligation
to conply with entitlenent orders or directions originated by
the secured party; [and]
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(5) a secured party having control of a letter-of-credit right
under Section 9--107 shall send to each person having an
unfulfilled obligation to pay or deliver proceeds of the
letter-of-credit to the secured party an authenticated
release from any further obligation to pay or deliver
proceeds of the letter-of-credit to the secured party; AND

(6) A SECURED PARTY HAVING CONTROL OF AN ELECTRONIC DOCUMENT
SHALL:

(A) G VE CONTROL OF THE ELECTRONI C DOCUMENT TO THE DEBTOR OR
| TS DESI GNATED CUSTODI AN,

(B) I'F THE DEBTOR DESI GNATES A CUSTODI AN THAT IS THE DESIG
NATED CUSTODI AN W TH WHI CH THE AUTHORI TATI VE COPY OF THE
ELECTRONI C DOCUMENT |'S MAI NTAI NED FOR THE SECURED PARTY,
COVWUNI CATE TO THE CUSTODI AN AN AUTHENTI CATED RECORD
RELEASI NG THE DESI GNATED CUSTODI AN FROM ANY FURTHER OBLI -
GATION TO COWPLY WTH |INSTRUCTIONS ORI G NATED BY THE
SECURED PARTY AND |INSTRUCTING THE CUSTODI AN TO COWPLY
W TH | NSTRUCTI ONS ORI G NATED BY THE DEBTOR; AND

(©) TAKE APPROPRI ATE ACTION TO ENABLE THE DEBTOR OR ITS
DESI GNATED CUSTODI AN TO MAKE COPIES OF OR REVI SIONS TO
THE AUTHORI TATI VE COPY VWHI CH ADD OR CHANGE AN | DENTI FI ED
ASS| GNEE OF THE AUTHORI TATI VE COPY W THOUT THE CONSENT OF
THE SECURED PARTY.

S 41. Subsection (c) of section 9--301 of of the uniformcomercia
code, as added by chapter 84 of the |aws of 2001, is anended to read as
fol | ows:

(c) Except as otherw se provided in [paragraph] SUBSECTION (d), while
TANG BLE negoti abl e docunents, goods, instruments, noney, or tangible
chattel paper is located in a jurisdiction, the local law of that juris-
di cti on governs:

(1) perfection of a security interest in the goods by filing a
fixture filing;

(2) perfection of a security interest in tinber to be cut; and

(3) the effect of perfection or nonperfection and the priority of
a nonpossessory security interest in the collateral.

S 42. Paragraph 1 of subsection (b) of Section 9--304 of the uniform
commercial code, as added by chapter 84 of the |laws of 2001, is anmended
to read as foll ows:

(1) If an agreenment between the bank and [the debtor] I TS CUSTOM
ER governing the deposit account expressly provides that a
particul ar jurisdiction is the bank's jurisdiction for
pur poses of this part, this article, or this chapter, that
jurisdiction is the bank's jurisdiction.

S 43. Paragraph 2 of subsection (f) of section 9--307 of the uniform
commercial code, as added by chapter 84 of the |aws of 2001, is anmended
to read as foll ows:

(2) in the state that the registered organization, branch, or
agency designates, if the law of the United States authorizes
the regi stered organi zati on, branch, or agency to designate
its state of location, |NCLUDING BY DESIGNATING ITS MAIN
OFFI CE, HOVE OFFI CE, OR OTHER COWVPARABLE OFFI CE; or

S 44. Subsections 12 and 13 of section 9--309 of the wuniform conmer-
cial code, as added by chapter 84 of the | aws of 2001, are anended, and
a new subsection 14 is added to read as foll ows:

(12) an assignnent for the benefit of all creditors of the transferor
and subsequent transfers by the assignee thereunder; [and]



Co~NOoOUIT~hWNE

S. 5901 92

(13) a security interest created by an assignnment of a beneficia
interest in a decedent's estate; AND

(14) A SALE BY AN I NDI VI DUAL OF AN ACCOUNT THAT IS A RI GHT TO PAYMENT
OF WNNINGS IN A LOTTERY OR OTHER GAME OF CHANCE

S 45. Section (b) of section 9--310 of the uniformcomercial code, as
added by chapter 84 of the |laws of 2001, is amended to read as foll ows:

(b) Exceptions: filing not necessary. Except as provided in subsection
(d), the filing of a financing statenent is not necessary to perfect a
security interest:

) that is perfected under Section 9--308(d), (e), (f), or (9);
) that is perfected under Section 9--309 when it attaches;
) in property subject to a statute, regulation, or treaty

described in Section 9--311(a);

) in goods in possession of a bailee which is perfected under

Section 9--312(d)(1) or (2);

(5) in certificated securities, docunments, goods, or instrunents
which is perfected without filing, CONTROL, or possession
under Section 9--312(e), (f), or (9);

(6) in collateral in the secured party's possession under Section
9--313;

(7) in a certificated security which is perfected by delivery of
the security certificate to the secured party wunder Section
9--313;

(8) in deposit accounts, electronic chattel paper, ELECTRONI C
DOCUMENTS, investnent property, or letter-of-credit rights
which is perfected by control under Section 9--314;

(9) in proceeds which is perfected under Section 9--315;

(10) that is perfected under Section 9--316; or

(11) that is a cooperative organization security interest.

S 46. Paragraph 3 of subsection (a) of section 9--311 of the uniform
commerci al code, as added by chapter 84 of the |aws of 2001, is anmended
to read as foll ows:

(3) a [certificate-of-title] statute of another jurisdiction
whi ch provides for a security interest to be indicated on
[the] A certificate OF TITLE as a condition or result of
the security interest's obtaining priority over the
rights of a lien creditor with respect to the property.

S 47. Subsection (e) of section 9--312 of the uniform conmercial code,
as added by chapter 84 of the laws of 2001, is anended to read as
fol | ows:

(e) Tenporary perfection: new value. A security interest in certif-
i cated securities, negotiable docunents, or instruments is perfected
wi thout filing or the taking of possession OR CONTRCL for a period of 20
days from the tinme it attaches to the extent that it arises for new
val ue gi ven under an authenticated security agreenent.

S 48. Subsection (a) of section 9--313 of the uniform conmercial code,
as added by chapter 84 of the laws of 2001, is anmended to read as
fol | ows:

(a) Perfection by possession or delivery. Except as otherw se provided
in subsection (b), a secured party may perfect a security interest in
TANG BLE negoti abl e docunents, goods, instruments, noney, or tangible
chattel paper by taking possession of the collateral. A secured party
may perfect a security interest in certificated securities by taking
delivery of the certificated securities under Section 8--301.
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S 49. Subsections (a) and (b) of section 9--314 of the uniform comrer-
cial code, as added by chapter 84 of the Iaws of 2001, are anmended to
read as foll ows:

(a) Perfection by control. A security interest in investnment property,
deposit accounts, letter-of-credit rights, [or] electronic chattel
paper, OR ELECTRONI C DOCUMENTS nay be perfected by control of the colla-
teral under Section 7--106, 9--104, 9--105, 9--106, or 9--107.

(b) Specified collateral: time of perfection by control; continuation
of perfection. A security interest in deposit accounts, electronic chat-
tel paper, [or] letter-of-credit rights, OR ELECTRONIC DOCUMENTS is
perfected by control under Section 7--106, 9--104, 9--105, or 9--107
when the secured party obtains control and remains perfected by control
only while the secured party retains control.

S 50. The section headi ng of section 9--316 of the uniform conmercial
code, as added by chapter 84 of the |aws of 2001, is anended and two new
subsections (h) and (i) are added to read as foll ows:

Section 9--316. [Continued Perfection of Security Interest Foll ow ng]
EFFECT OF Change in Governing Law.
EFFECT ON FI LED FI NANCI NG STATEMENT OF CHANGE | N GOVERNI NG LAW
THE FOLLONNG RULES APPLY TO COLLATERAL TO WHI CH A SECURI TY | NTEREST
ATTACHES W THI N FOUR MONTHS AFTER THE DEBTOR CHANGES I TS LOCATION TO
ANOTHER JURI SDI CTI ON:
(1) A FI NANCI NG STATEMENT FI LED BEFORE THE CHANGE PURSUANT TO THE
LAW OF THE JURI SDI CTI ON DESI GNATED | N SECTION 9--301(A) OR
9--305(C) | S EFFECTI VE TO PERFECT A SECURI TY | NTEREST IN THE
COLLATERAL | F THE FI NANCI NG STATEMENT WOULD HAVE BEEN EFFEC-
TI VE TO PERFECT A SECURI TY | NTEREST IN THE COLLATERAL HAD THE
DEBTOR NOT CHANGED | TS LOCATI ON.
(2) I'F A SECURITY | NTEREST PERFECTED BY A FINANCI NG STATEMENT
THAT | S EFFECTI VE UNDER PARAGRAPH (1) BECOVES PERFECTED UNDER
THE LAW OF THE OTHER JURI SDI CTI ON BEFORE THE EARLI ER OF THE
TI ME THE FI NANCI NG STATEMENT WOULD HAVE BECOVE | NEFFECTI VE
UNDER THE LAW OF THE JURI SDI CTION DESI GNATED | N SECTI ON
9--301(A) OR 9--305(C) OR THE EXPI RATION OF THE FOUR- MONTH
PERIOD, | T REMAINS PERFECTED THEREAFTER |F THE SECURI TY
| NTEREST DOES NOT BECOVE PERFECTED UNDER THE LAW OF THE OTHER
JURI SDI CTI ON BEFORE THE EARLIER TIME OR EVENT, |T BECOVES
UNPERFECTED AND |S DEEMED NEVER TO HAVE BEEN PERFECTED AS
AGAI NST A PURCHASER OF THE COLLATERAL FOR VALUE.
(1) EFFECT OF CHANGE | N GOVERNI NG LAW ON FI NANCI NG STATE-
MENT FI LED AGAI NST ORI G NAL DEBTOR. | F A FI NANCI NG STATEMENT
NAM NG AN ORI G NAL DEBTOR IS FI LED PURSUANT TO THE LAW OF THE
JURI SDI CTI ON DESI GNATED | N SECTI ON 9--301(A) OR 9--305(C) AND
THE NEW DEBTOR |S LOCATED IN ANOTHER JURI SDICTION, THE
FOLLOW NG RULES APPLY:
(1) THE FINANCI NG STATEMENT | S EFFECTI VE TO PERFECT A SECURI TY
| NTEREST IN COLLATERAL IN WHICH THE NEW DEBTOR HAS OR
ACQUIRES RIGHTS BEFORE OR W THI N FOUR MONTHS AFTER THE NEW
DEBTOR BECOVES BOUND UNDER SECTI ON 9--203(D), |IF THE FI NANC
| NG STATEMENT WOULD HAVE BEEN EFFECTI VE TO PERFECT A SECURI TY
| NTEREST |IN THE COLLATERAL HAD THE COLLATERAL BEEN ACQUI RED
BY THE ORI G NAL DEBTOR.
(2) A SECURITY | NTEREST THAT | S PERFECTED BY THE FI NANCI NG STATE-
MENT AND VWHI CH BECOVES PERFECTED UNDER THE LAW OF THE OTHER
JURI SDI CTI ON BEFORE THE EARLI ER OF THE EXPI RATI ON OF THE FOUR
MONTH PERIOD OR THE TI ME THE FI NANCI NG STATEMENT WOULD HAVE
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BECOVE | NEFFECTI VE UNDER THE LAW OF THE JURI SDI CTI ON DESI G
NATED IN SECTION 9--301(A) OR 9--305(C) REMAINS PERFECTED
THEREAFTER. A SECURI TY | NTEREST THAT |S PERFECTED BY THE
FI NANCI NG STATEMENT BUT WHI CH DOES NOT BECOVE PERFECTED UNDER
THE LAW OF THE OTHER JURI SDI CTI ON BEFORE THE EARLI ER TI ME OR
EVENT BECOVES UNPERFECTED AND | S DEEMED NEVER TO HAVE BEEN
PERFECTED AS AGAI NST A PURCHASER OF THE COLLATERAL FOR VALUE

S 51. Subsections (b) and (d) of section 9--317 of the uniform comrer-
cial code, as added by chapter 84 of the Iaws of 2001, are anmended to
read as foll ows:

(b) Buyers that receive delivery. Except as otherwise provided in
subsection (e), a buyer, other than a secured party, of tangible chattel
paper, TANG BLE docunents, goods, instrunments, or a [security certif-
I cate] CERTIFI CATED SECURI TY takes free of a security interest or agri-
cultural lien if the buyer gives value and receives delivery of the
collateral w thout know edge of the security interest or agricultura
lien and before it is perfected.

(d) Licensees and buyers of certain collateral. A licensee of a gener-
al intangible or a buyer, other than a secured party, of accounts, elec-
tronic chattel paper, ELECTRONIC DOCUMENTS, general intangibles, or
i nvestment property other than a certificated security takes free of a
security interest if the Iicensee or buyer gives value w thout know edge
of the security interest and before it is perfected.

S 52. Section 9--326 of the uniformconmercial code, as added by chap-
ter 84 of the laws of 2001, is amended to read as foll ows:

Section 9--326. Priority of Security Interests Created by New Debtor.

(a) Subordination of security interest created by new debtor. Subject
to subsection (b), a security interest THAT IS created by a new debtor
[which is] IN COLLATERAL I N WHI CH THE NEW DEBTOR HAS OR ACQUI RES RI GHTS
AND | S perfected SOLELY by a filed financing statenent that [is effec-
tive solely under Section 9--508 in collateral in which a new debtor has
or acquires rights] WOULD BE | NEFFECTI VE TO PERFECT THE SECURI TY | NTER-
EST BUT FOR THE APPLI CATI ON OF SECTION 9--316(1)(1) OR 9--508 is subor-
dinate to a security interest in the sane collateral which is perfected
other than by SUCH a filed financing statenment [that is effective solely
under Section 9--508].

(b) Priority under other provisions; multiple original debtors. The
other provisions of this part determne the priority anong conflicting
security interests in the sane collateral perfected by filed financing
statenments [that are effective solely under Section 9--508] DESCRI BED IN
SUBSECTION (A). However, if the security agreenents to which a new
debt or becane bound as debtor were not entered into by the same origina
debtor, the conflicting security interests rank according to priority in
time of the new debtor's having becone bound.

S 53. Section 9--338 of the uniformconmercial code, as added by chap-
ter 84 of the laws of 2001, is anmended to read as foll ows:

Section 9--338. Priority of Security Interest or Agricultural Lien
Perf ect ed by Filed Financing Statenent Providing
Certain Incorrect Information.

If a security interest or agricultural lien is perfected by a filed
fi nanci ng st at enent provi di ng i nformati on described in Section
9--516(b)(5) which is incorrect at the time the financing statenent is
filed:

[(a)] (1) the security interest or agricultural lien is subordinate to
a conflicting perfected security interest in the <collateral to the
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extent that the holder of the conflicting security interest gives val ue
in reasonabl e reliance upon the incorrect informtion; and

[(b)](2) a purchaser, other than a secured party, of the collatera
takes free of the security interest or agricultural lien to the extent
that, in reasonable reliance wupon the incorrect information, the
pur chaser gives value and, in the case of TANG BLE chattel paper, TANG -
BLE docunents, goods, instrunents, or a security certificate, receives
delivery of the collateral.

S 54. Subsection (e) of section 9--406 of the uniform conmercial code,
as added by chapter 84 of the Ilaws of 2001, is amended to read as
fol | ows:

(e) Inapplicability of subsection (d) to certain sales. Subsection (d)
does not apply to the sale of a paynent intangible or prom ssory note,
OTHER THAN A SALE PURSUANT TO A DI SPCSI TI ON UNDER SECTI ON 9--610 OR AN
ACCEPTANCE OF COLLATERAL UNDER SECTI ON 9- - 620.

S 55. Subsection (b) of section 9--408 of the uniform conmercial code,
as added by chapter 84 of the laws of 2001, is anmended to read as
fol | ows:

(b) Applicability of subsection (a) to sales of certain rights to
paynment. Subsection (a) applies to a security interest in a paynent
intangible or promssory note only if the security interest arises out
of a sale of the paynment intangible or prom ssory note, OIHER THAN A
SALE PURSUANT TO A DI SPOSI TI ON UNDER SECTI ON 9--610 OR AN ACCEPTANCE OF
COLLATERAL UNDER SECTI ON 9--620.

S 56. Subsection (c) of section 9--502 of the uniform conmercial code,
as added by chapter 84 of the laws of 2001, is anended to read as
fol | ows:

(c) Record of nortgage as financing statenent. A record of a nortgage
is effective, fromthe date of recording, as a financing statenent filed
as a fixture filing or as a financing statenment covering as-extracted
collateral or tinber to be cut only if:

(1) the record indicates the goods or accounts that it covers;

(2) the goods are or are to becone fixtures related to the rea
property described in the record or the collateral is related
to the real property described in the record and is as-ex-
tracted collateral or tinber to be cut;

(3) the record satisfies the requirenents for a financing state-
ment in this section [other than an indication], BUT:

(A) THE RECORD NEED NOT | NDI CATE that it is to be filed in
the real property records; and

(B) THE RECORD SUFFI ClI ENTLY PROVI DES THE NAME OF A DEBTOR WHO
IS AN INDIVIDUAL |F IT PROVIDES THE | NDI VI DUAL NAVE OF
THE DEBTOR OR THE SURNAME AND FI RST PERSONAL NAME OF THE
DEBTOR, EVEN |F THE DEBTOR IS AN IND VIDUAL TO WHOM
SECTI ON 9--503(A) (4) APPLIES; AND

(4) the record is duly recorded.

S 57. Section 9--503 of the uniformconmercial code, as added by chap-
ter 84 of the laws of 2001, is anmended to read as foll ows:

Section 9--503. Nane of Debtor and Secured Party.

(a) Sufficiency of debtor's name. A financing statement sufficiently
provi des the nanme of the debtor:

(1) EXCEPT AS OTHERW SE PROVI DED | N PARAGRAPH (3), if the debtor
is a registered organi zation OR THE COLLATERAL IS HELD IN A
TRUST THAT IS A REG STERED ORGANI ZATION, only if the financ-
ing statenent provides the nane [of the debtor indicated]
THAT |S STATED TO BE THE REQ STERED ORGANI ZATI ON' S NAME on
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(2)

(3)

(4)

(5)

(6)

96

the public ORGANIC record [of] MOST RECENTLY FILED WTH OR

| SSUED OR ENACTED BY the [debtor's] REQ STERED ORGANI ZATI ON' S

jurisdiction of organization which [shows the debtor to have

been organized] PURPORTS TO STATE, AMEND, OR RESTATE THE

REG STERED ORGANI ZATI ON' S NAME;

SUBJECT TO SUBSECTION (F), if the [debtor is a decedent's

estate] COLLATERAL |S BEING ADM N STERED BY THE PERSONAL

REPRESENTATI VE OF A DECEDENT, only if the financing statenent

provi des, AS THE NAME OF THE DEBTOR, the nanme of the decedent

and, | N A SEPARATE PART OF THE FI NANCI NG STATEMENT, i ndi cates

that the [debtor is an estate] COLLATERAL IS BEING ADM NI S-

TERED BY A PERSONAL REPRESENTATI VE;

if the [debtor is a trust or a trustee acting with respect to

property held in trust, only if the financing statenent]

COLLATERAL | S HELD IN A TRUST THAT IS NOT A REG STERED ORGAN-

| ZATI ON, ONLY | F THE FI NANCI NG STATEMENT:

(A) [provides the nane specified for the trust in its organic
docunents or, if no name is specified, provides the nane
of the settlor and additional information sufficient to
di stingui sh the debtor fromother trusts having one or
nore of the same settlors; and] PROVIDES, AS THE NAME OF
THE DEBTOR:

(1) I'F THE ORGANI C RECORD OF THE TRUST SPECI FIES A NAME
FOR THE TRUST, THE NAME SPECI FI ED, OR

(1) |IF THE ORGANI C RECORD OF THE TRUST DOES NOT SPECI FY
A NAME FOR THE TRUST, THE NAME OF THE SETTLOR OR
TESTATOR; AND

(B) [indicates, in the debtor's nane or otherw se, that the
debtor is a trust or is a trustee acting with respect to
property held in trust;] IN A SEPARATE PART OF THE
FI NANCI NG STATEMENT:

(1) I'F THE NAVE | S PROVIDED | N ACCORDANCE W TH SUBPARA-
GRAPH (A) (1), | NDI CATES THAT THE COLLATERAL | S HELD

IN A TRUST; OR
(I'l) I'F THE NAME | S PROVI DED | N ACCORDANCE W TH SUBPARA-
GRAPH  (A)(I1), PROVI DES ADDI TI ONAL | NFORMATI ON
SUFFICIENT TO DI STINGU SH THE TRUST FROM OTHER
TRUSTS HAVING ONE OR MORE OF THE SAME SETTLORS OR
THE SAME TESTATOR AND | NDI CATES THAT THE COLLATERAL
IS HELD IN A TRUST, UNLESS THE ADDI TI ONAL | NFORNMA-

TI ON SO | NDI CATES;

SUBJECT TO SUBSECTION (G, |F THE DEBTOR IS AN I NDI VIDUAL TO

VHOM THI'S STATE HAS | SSUED A DRI VER S LI CENSE OR NON- DRI VER

PHOTO | DENTI FI CATI ON CARD THAT HAS NOT EXPI RED, ONLY |IF THE

FI NANCI NG STATEMENT PROVI DES THE NAME OF THE | NDI VI DUAL WHI CH

IS INDICATED ON THE DRIVER S LICENSE OR NON- DRI VER PHOTO

| DENTI FI CATI ON CARD;

| F THE DEBTOR IS AN | NDI VI DUAL TO WHOM PARAGRAPH (4) DOES NOT

APPLY, ONLY | F THE FI NANCI NG STATEMENT PROVI DES THE | NDI VI D-

UAL NAME OF THE DEBTOR OR THE SURNAME AND FI RST PERSONAL NAME

OF THE DEBTOR;, AND

i n other cases:

(A if the debtor has a nane, only if [it] THE FI NANCI NG
STATEMENT provides the [individual or] organizational
nane of the debtor; and
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(B) if the debtor does not have a nane, only if it provides
the nanes of the partners, nenbers, associates, or other
persons conprising the debtor, IN A MANNER THAT EACH NAME
PROVI DED WOULD BE SUFFI CI ENT | F THE PERSON NAMED WERE THE
DEBTOR.

(b) Additional debtor-related information. A financing statenent that
provi des the name of the debtor in accordance with subsection (a) is not
rendered i neffective by the absence of:

(1) a trade nane or other nanme of the debtor;
(2) unless required under subsection [(a)(4)(B)] (A (6)(B), nanes
of partners, nenbers, associates, or other persons conprising

t he debtor.

(c) Debtor's trade nane insufficient. A financing statenent that
provides only the debtor's trade nane does not sufficiently provide the
nane of the debtor.

(d) Representative capacity. Failure to indicate the representative
capacity of a secured party or representative of a secured party does
not affect the sufficiency of a financing statenent.

(e) Multiple debtors and secured parties. A financing statenment my
provide the nane of nore than one debtor and the nane of nore than one
secured party.

(F) NAME OF DECEDENT. THE NAME OF THE DECEDENT | NDI CATED ON THE ORDER
APPO NTING THE PERSONAL REPRESENTATIVE OF THE DECEDENT | SSUED BY THE
COURT HAVI NG JURI SDI CTI ON OVER THE COLLATERAL | S SUFFI Cl ENT AS THE " NAME
OF THE DECEDENT" UNDER SUBSECTI ON (A) (2).

(G MULTIPLE DRIVER S LICENSES. |IF TH S STATE HAS | SSUED TO AN | NDI -
VI DUAL MORE THAN ONE DRI VER S LI CENSE OR NON- DRI VER PHOTO | DENTI FI CATI ON
CARD OF A KIND DESCRIBED | N SUBSECTION (A)(4), THE ONE THAT WAS | SSUED
MOST RECENTLY IS THE ONE TO WHI CH SUBSECTI ON (A) (4) REFERS.

(H DEFINITION. IN TH S SECTION, THE "NAME OF THE SETTLOR OR TESTATOR'
MEANS:

(1) IF THE SETTLOR I S A REG STERED ORGANI ZATI ON, THE NAME THAT IS

STATED TO BE THE SETTLOR S NAME ON THE PUBLI C ORGANI C RECORD

MOST RECENTLY FILED WTH OR |ISSUED OR ENACTED BY THE

SETTLOR' S JURI SDI CTION OF ORGANI ZATION WHI CH PURPORTS TO

STATE, AMEND, OR RESTATE THE SETTLOR S NAME; OR

(2) IN OTHER CASES, THE NAME OF THE SETTLOR OR TESTATOR | NDI CATED

IN THE TRUST' S ORGANI C RECORD

S 58. Subsection (c) of section 9--507 of the uniform conmercial code,
as added by chapter 84 of the Ilaws of 2001, is amended to read as
fol | ows:

(c) Change in debtor's nane. If [a debtor so changes its] THE nane
that a filed financing statement PROVI DES FOR A DEBTOR becomres | NSUFFI -
Cl ENT AS THE NAME OF THE DEBTOR UNDER SECTION 9--503(A) SO THAT THE
FI NANCI NG STATEMENT BECOVES seriously m sl eadi ng under Section 9--506:

(1) the financing statenent 1is effective to perfect a security
interest in collateral acquired by the debtor before, or
within four nonths after, the [change] FILED FI NANCI NG STATE-

MENT BECOVES SERI QUSLY M SLEADI NG and

(2) the financing statenment is not effective to perfect a securi-
ty interest in collateral acquired by the debtor nore than
four nmonths after the [change] FILED FINANCI NG STATEMENT

BECOVES SERIOQUSLY M SLEADI NG unless an anendment to the

fi nanci ng statenent which renders the financing statenent not

seriously msleading is filed within four nonths after [the
change] THE FI NANCI NG STATEMENT BECAME SERI QUSLY M SLEADI NG
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S 59. Subsection (f) of section 9--515 of the uniform conmercial code,
as added by chapter 84 of the laws of 2001, is anmended to read as
fol | ows:

(f) Transmitting util
mtting utility and a fil
the financing statenent
filed.

S 60. Section 9--516 of the uniform conmercial code, as added by chap-
ter 84 of the laws of 2001, is anmended to read as foll ows:

Section 9--516. What Constitutes Filing; Effectiveness of Filing.

(a) Wiat constitutes filing. Except as ot herw se provi ded in
subsection (b), conmmunication of a record to a filing office and tender
of the filing fee or acceptance of the record by the filing office
constitutes filing.

(b) Refusal to accept record; filing does not occur. Filing does not
occur with respect to a record that a filing office refuses to accept
because:

(1) the record is not comunicated by a nethod or medi um of
comuni cation aut horized by the filing office;

(2) an amount equal to or greater than the applicable filing fee
i's not tendered,

(3) the filing office is unable to index the record because:

(A) in the case of an initial financing statenment, the record
does not provide a nane for the debtor;

(B) in the case of an anmendnent or [correction] | NFORVATI ON
statenment, the record:

(i) does not identify the initial financing statenent as
required by Section 9--512 or 9--518, as applicabl e;
or

(ii) identifies an initial financing statenent whose

ef fecti veness has | apsed under Section 9--515;

(O in the case of an initial financing statenment that
provi des the nanme of a debtor identified as an individua
or an anendnent that provides a nane of a debtor identi-
fied as an individual which was not previously provided
in the financing statenent to which the record relates,
the record does not identify the debtor's [last nane]
SURNAME; or

(D) inthe case of a record filed in the filing office
described in Section 9--501 (a) (1), the record does not
provide a sufficient description of the real property to
which it rel ates;

(4) in the case of an initial financing statenent or an anmendment
that adds a secured party of record, the record does not
provi de a nanme and mailing address for the secured party of
record;

(5) in the case of an initial financing statenent or an anmendment
that provides a nane of a debtor which was not previously
provided in the financing statenent to which the anendnent
rel ates, the record does not:

(A) provide a mailing address for the debtor; or

(B) indicate whether the NAME PROVIDED AS THE NAME OF THE
debtor is THE NAME OF an individual or an organi zation;

[(O if the financing statenent indicates that the debtor is
an organi zati on, provide:

(i) a type of organization for the debtor, or

ty financing statenent. If a debtor is a trans-
ed INITIAL financing statenent so indicates,
is effective until a termnation statement is
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(ii) ajurisdiction of organization for the debtor; or]
(6) in the case of an assignnent reflected in an initial financ-
i ng statenent under Section 9--514(a) or an anendnent filed
under Section 9--514(b), the record does not provide a nane
and mai ling address for the assignee; or
(7) in the case of a continuation statenment, the record is not
filed within the six-nonth period prescribed by Section
9--515(d).

(c) Rules applicable to subsection (b). For purposes of subsection
(b):

(1) a record does not provide information if the filing office is
unabl e to read or deci pher the information; and

(2) a record that does not indicate that it is an amendnment or
identify an initial financing statenent to which it relates,
as required by Section 9--512, 9--514, or 9--518, is an
initial financing statenent.

(d) Refusal to accept record; record effective as filed record. A
record that is conmunicated to the filing office with tender of the
filing fee, but which the filing office refuses to accept for a reason
other than one set forth in subsection (b), is effective as a filed
record except as agai nst a purchaser of the collateral which gives val ue
in reasonabl e reliance upon the absence of the record fromthe files.

(e) Special rule for cooperative interests; record effective as
notice. A filing that includes a cooperative addendum covering a coop-
erative interest constitutes notice of the existence of the security
interest in the cooperative interest as of the date of the filing of the
cooperative addendum except as against a purchaser of the collatera
whi ch gives value in reasonable reliance upon the absence of the record
fromthe files.

S 61. Section 9--518 of the uniform conmercial code, as added by chap-
ter 84 of the laws of 2001, is anmended to read as foll ows:

Section 9--518. C aim Concerning Inaccurate or Wongfully Filed Record.

(a) [Correction statenent] STATEMENT W TH RESPECT TO RECORD | NDEXED
UNDER PERSON' S NAME. A person my file in the filing office [a
correction] AN |INFORMATION statement with respect to a record indexed
there under the person's nanme if the person believes that the record is
i naccurate or was wongfully fil ed.

(b) [Sufficiency] CONTENTS of [correction] statenent UNDER SUBSECTI ON
(A). [A correction] AN | NFORMATI ON st at enent UNDER SUBSECTI ON (A) nust:

(1) identify the record to which it relates by:
(A) the file nunber assigned to the initial financing state-
ment to which the record relates; and
(B) if the [correction] |NFORVATION statenent relates to a
record filed in a filing office described in Section
9--501(a)(1), the date and tine that the initial financ-
ing statenent was filed and the information specified in
Section 9--502(b);
(2) indicate that it is [a correction] AN | NFORMATI ON st at enent;
and
(3) provide the basis for the person's belief that the record is
I naccurate and indicate the manner in which the person
bel i eves the record should be anended to cure any inaccuracy
or provide the basis for the person's belief that the record
was wrongfully fil ed.

(c) STATEMENT BY SECURED PARTY OF RECORD. A PERSON MAY FILE IN THE

FILING OFFICE AN | NFORVATI ON STATEMENT W TH RESPECT TO A RECORD FI LED
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THERE | F THE PERSON | S A SECURED PARTY OF RECORD W TH RESPECT TO THE
FI NANCI NG STATEMENT TO WH CH THE RECORD RELATES AND BELI EVES THAT THE
PERSON THAT FI LED THE RECORD WAS NOT ENTI TLED TO DO SO UNDER SECTI ON
9--509(D).

(D) CONTENTS OF STATEMENT UNDER SUBSECTI ON (C). AN | NFORMVATI ON STATE-
MENT UNDER SUBSECTI ON (C) MUST:

(1) IDENTIFY THE RECORD TO WHI CH | T RELATES BY:
(A) THE FI LE NUMBER ASSI GNED TO THE | NI TI AL FI NANCI NG STATE-
MENT TO WHI CH THE RECORD RELATES; AND
(B) I'F THE | NFORMATI ON STATEMENT RELATES TO A RECORD FI LED I N
A FILING OFFICE DESCRIBED IN SECTION 9--501(A) (1), THE
DATE THAT THE | NI TI AL FI NANCI NG STATEMENT WAS FILED AND
THE | NFORMATI ON SPECI FI ED | N SECTI ON 9--502(B);
(2) INDI CATE THAT I T IS AN | NFORVATI ON STATEMENT; AND
(3) PROVIDE THE BASIS FOR THE PERSON S BELI EF THAT THE PERSON
THAT FI LED THE RECORD WAS NOT ENTI TLED TO DO SO UNDER SECTI ON
9--509(D).

(E) Record not affected by [correction] |INFORVATION statenent. The
filing of a [correction] AN I NFORVATI ON st atenent does not affect the
ef fectiveness of an initial financing statenent or other filed record.

S 62. Section 9--521 of the uniform conmercial code, as added by chap-
ter 84 of the laws of 2001, is anmended to read as foll ows:

Section 9--521. Uniform Formof Witten Financing Statenent; Anmendnent;
and Cooperative Addendum

(a) [Initial financing statement form A filing office that accepts
witten records may not refuse to accept a witten initial financing
statenment in the form pronul gated by the departnment of state except for
a reason as set forth in Section 9--516(b).

(b) Anmendnent form A filing office that accepts witten records my
not refuse to accept a witten financing statenent amendnent in the form
promul gated by the departnment of state] A FILING OFFI CE THAT ACCEPTS
VRI TTEN RECORDS MAY NOT REFUSE TO ACCEPT A WRI TTEN RECORD IN THE FORM
AND FORMAT SET FORTH AS FORM UCC3 AND FORM UCC3AD I N THE FI NAL OFFI Cl AL
TEXT OF THE 2010 AVENDMENTS TO ARTICLE 9 OF THE UNI FORM COMVERCI AL  CODE
PROVULGATED BY THE AMERI CAN LAW | NSTI TUTE AND THE NATI ONAL CONFERENCE OF
COWM SSI ONERS ON UNI FORM STATE LAWS, except for a reason as set forth in
Section 9--516 (b).

[(c)] (B) Cooperative addendum form A filing office that accepts
witten records may not refuse to accept a witten cooperative addendum
in the formpromulgated by the departnent of state except for a reason
as set forth in Section 9--516 (b).

S 63. Subsection (b) of section 9--601 of the uniform conmercial code,
as added by chapter 84 of the laws of 2001, is anended to read as
fol | ows:

(b) Rights and duties of secured party in possession or control. A
secured party in possession of collateral or control of collateral under
Section 7--106, 9--104, 9--105, 9--106, or 9--107 has the rights and
duties provided in Section 9--207.

S 64. Subparagraph (A) of paragraph 2 of subsection (b) of section
9--607 of the uniformcomercial code, as added by chapter 84 of the
| aws of 2001, is anended to read as foll ows:

(A) a default has occurred WTH RESPECT TO THE OBLI GATI ON
SECURED BY THE MORTGAGE; and

S 65. Subsection (c) of section 9--625 of the uniform conmercial code,
as added by chapter 84 of the laws of 2001, is anended to read as
fol | ows:
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(c) Persons entitled to recover damages; statutory danages [in consunt
er-goods transaction] |IF COLLATERAL IS CONSUVER GOODS. Except as ot her-
wi se provided in Section 9--628:

(1) a person that, at the tine of the failure, was a debtor, was
an obligor, or held a security interest in or other Ilien on
the collateral nay recover damages under subsection (b) for
its loss; and

(2) if the collateral is consumer goods, a person that was a
debtor or a secondary obligor at the tine a secured party
failed to conply with this part may recover for that failure
in any event an amount not |ess than the credit service
charge plus 10 percent of the principal amount of the obli-
gation or the time-price differential plus 10 percent of the
cash pri ce.

S 66. Article 9 of the uniformcomercial code is anended by adding a
new Part 8 to read as foll ows:

PART 8
TRANSI TI ON PROVI SI ONS FOR 2012 AMENDMENTS
SECTI ON 9--801. SAVI NGS CLAUSE.

(A) AS USED IN THI' S PART, THE TERM "OWNI BUS ACT" MEANS THAT CHAPTER OF
THE LAWS OF 2013 WH CH REPEALED FORMER ARTICLES 1, 3, 4 AND 7 OF TH' S
CODE, ADDED THI S PART TO THI S ARTI CLE, AND MADE CONFORM NG AMENDMENTS TO
PROVI SI ONS OF OTHER ARTI CLES OF THI S CODE

(B) PRE- EFFECTI VE- DATE TRANSACTIONS OR LIENS. EXCEPT AS OTHERW SE
PROVIDED IN THI S PART, THI S OWNI BUS ACT APPLIES TO A TRANSACTI ON OR LI EN
WTH N |ITS SCOPE, EVEN IF THE TRANSACTI ON OR LI EN WAS ENTERED | NTO OR
CREATED BEFORE THI S OWNI BUS ACT TAKES EFFECT.

(O PRE- EFFECTI VE- DATE PROCEEDI NGS. THI'S OWNI BUS ACT DOES NOT AFFECT
AN ACTION, CASE, OR PROCEEDI NG COMMENCED BEFORE THI S OWNI BUS ACT TAKES
EFFECT.

SECTI ON 9--802. SECURI TY | NTEREST PERFECTED BEFORE EFFECTI VE DATE

(A) CONTI NU NG PERFECTI ON:  PERFECTI ON REQUI REMENTS SATI SFI ED. A SECU-
RITY |INTEREST THAT |IS A PERFECTED SECURI TY | NTEREST | MVEDI ATELY BEFORE
THI'S OWI BUS ACT TAKES EFFECT IS A PERFECTED SECURITY | NTEREST UNDER
ARTICLE 9 OF THIS ACT AS AMENDED BY THIS OWNI BUS ACT IF, WHEN THI S OWNI -
BUS ACT TAKES EFFECT, THE APPLI CABLE REQUI REMENTS FOR ATTACHVENT AND
PERFECTI ON UNDER ARTICLE 9 OF THIS ACT AS AMENDED BY THIS OWN BUS ACT
ARE SATI SFI ED W THOUT FURTHER ACTI ON

(B) CONTINU NG PERFECTI ON: PERFECTI ON REQUI REMENTS NOT SATI SFI ED
EXCEPT AS OTHERW SE PROVI DED I N SECTION 9--804, |IF, | MVEDI ATELY BEFORE
THIS OWI BUS ACT TAKES EFFECT, A SECURITY I NTEREST IS A PERFECTED SECU-
RI TY | NTEREST, BUT THE APPLI CABLE REQUI REMENTS FOR PERFECTI ON UNDER
ARTICLE 9 OF TH S ACT AS AMENDED BY THI S OWNI BUS ACT ARE NOT SATI SFI ED
VWHEN THI'S OWI BUS ACT TAKES EFFECT, THE SECURITY |NTEREST REMAINS
PERFECTED THEREAFTER ONLY | F THE APPLI CABLE REQUI REMENTS FOR PERFECTI ON
UNDER ARTICLE 9 OF THIS ACT AS AMENDED BY THI S OWNI BUS ACT ARE SATI SFI ED
W THI N ONE YEAR AFTER THI S OWNI BUS ACT TAKES EFFECT.

SECTI ON 9--803. SECURI TY | NTEREST UNPERFECTED BEFORE EFFECTI VE DATE

A SECURI TY | NTEREST THAT IS AN UNPERFECTED SECURITY | NTEREST | MVE-
DI ATELY BEFORE THI S OWNI BUS ACT TAKES EFFECT BECOVES A PERFECTED SECURI -
TY | NTEREST:

(A) WTHOUT FURTHER ACTI ON, WHEN THI S OWNI BUS ACT TAKES EFFECT | F THE
APPLI CABLE REQUI REMENTS FOR PERFECTI ON UNDER ARTICLE 9 OF THI'S ACT AS
AVENDED BY THI'S OWNI BUS ACT ARE SATI SFI ED BEFORE OR AT THAT TI ME; OR

(B) VWHEN THE APPLI CABLE REQUI REMENTS FOR PERFECTI ON ARE SATI SFIED | F
THE REQUI REMENTS ARE SATI SFI ED AFTER THAT TI ME.
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SECTI ON 9- - 804. EFFECTI VENESS OF ACTI ON TAKEN BEFORE EFFECTI VE DATE.

(A) PRE-EFFECTI VE- DATE FILING EFFECTIVE. THE FILING OF A FI NANCI NG
STATEMENT BEFORE THI'S OWNI BUS ACT TAKES EFFECT |'S EFFECTI VE TO PERFECT A
SECURI TY | NTEREST TO THE EXTENT THE FI LI NG WOULD SATI SFY THE APPLI CABLE
REQU REMENTS FOR PERFECTI ON UNDER ARTI CLE 9 OF TH'S ACT AS AMENDED BY
TH'S OWNI BUS ACT.

(B) WHEN PRE- EFFECTI VE- DATE FI LI NG BECOVES | NEFFECTIVE. THI'S OWNI BUS
ACT ~DOES NOT RENDER | NEFFECTI VE AN EFFECTI VE FI NANCI NG STATEMENT THAT,
BEFORE TH S OWVNI BUS ACT TAKES EFFECT, |S FILED AND SATI SFIES THE APPLI -
CABLE REQUI REMENTS FOR PERFECTION UNDER THE LAW OF THE JURI SDI CTI ON
GOVERNI NG PERFECTI ON AS PROVI DED | N ARTICLE 9 OF THIS ACT AS IT EXI STED
BEFORE TH'S OWI BUS ACT TOOK EFFECT. HOWEVER EXCEPT AS OTHERW SE
PROVI DED | N SUBSECTIONS (C) AND (D) OF THI'S SECTION, THE FINANCI NG
STATEMENT CEASES TO BE EFFECTI VE:

(1) |F THE FINANCING STATEMENT IS FILED IN TH S STATE, AT THE
TI ME THE FI NANCI NG STATEMENT WOULD HAVE CEASED TO BE EFFEC-
TIVE HAD THI'S OWMNI BUS ACT NOT TAKEN EFFECT; OR

(2) |F THE FI NANCI NG STATEMENT |'S FILED | N ANOTHER JURI SDI CTI ON,
AT THE EARLI ER OF:

(A) THE TIME THE FI NANCI NG STATEMENT WOULD HAVE CEASED TO BE
EFFECTI VE UNDER THE LAW OF THAT JURI SDI CTI O\, OR
(B) JUNE 30, 2018.

(C) CONTI NUATION STATEMENT. THE FILING OF A CONTI NUATI ON STATEMENT
AFTER THI'S OWNI BUS ACT TAKES EFFECT DOES NOT CONTI NUE THE EFFECTI VENESS
OF A FINANCING STATEMENT FILED BEFORE THI'S OWNI BUS ACT TAKES EFFECT.
HOWEVER, UPON THE TIMELY FILING OF A CONTI NUATI ON STATEMENT AFTER TH'S
OWNI BUS ACT TAKES EFFECT AND | N ACCORDANCE W TH THE LAW OF THE JURI SDI G-
TION GOVERNING PERFECTION AS PROVIDED IN ARTICLE 9 OF TH'S ACT AS
AVENDED BY THI'S OWNI BUS ACT, THE EFFECTI VENESS OF A FI NANCI NG STATEMENT
FILED IN THE SAME OFFI CE | N THAT JURI SDI CTI ON BEFORE TH S OWNI BUS ACT
TAKES EFFECT CONTI NUES FOR THE PERI OD PROVI DED BY THE LAW OF THAT JURI S-
DI CTI ON.

(D) APPLI CATI ON OF SUBPARAGRAPH (B) OF PARAGRAPH 2 OF SUBSECTION (B)
OF THI'S SECTION TO TRANSM TTI NG UTI LI TY FI NANCI NG STATEMENT. SUBPARA-
GRAPH (B) OF PARAGRAPH 2 OF SUBSECTION (B) OF THI'S SECTION APPLIES TO A
FI NANCI NG STATEMENT THAT, BEFORE TH S OWNI BUS ACT TAKES EFFECT, |S FI LED
AGAI NST A TRANSM TTI NG UTI LI TY AND SATI SFI ES THE APPLI CABLE REQUI REMENTS
FOR PERFECTI ON UNDER THE LAW OF THE JURI SDI CTI ON GOVERNI NG PERFECTI ON AS
PROVIDED IN ARTICLE 9 OF TH'S ACT AS | T EXI STED BEFORE TH S OWNI BUS ACT
TOOK EFFECT, ONLY TO THE EXTENT THAT ARTICLE 9 OF THI'S ACT AS AMENDED BY
TH'S OVNI BUS ACT PROVI DES THAT THE LAW OF A JURI SDI CTI ON OTHER THAN THE
JURISDICTION IN WHICH THE FINANCING STATEMENT IS FILED GOVERNS
PERFECTI ON OF A SECURI TY | NTEREST | N COLLATERAL COVERED BY THE FI NANCI NG
STATEMENT.

(E) APPLICATION OF PART 5. A FINANCING STATEMENT THAT |NCLUDES A
FI NANCI NG STATEMENT FILED BEFORE TH S OWNI BUS ACT TAKES EFFECT AND A
CONTI NUATI ON STATEMENT FI LED AFTER THIS OWNI BUS ACT TAKES EFFECT IS
EFFECTI VE ONLY TO THE EXTENT THAT | T SATI SFI ES THE REQUI REMENTS OF PART
5 OF ARTICLE 9 OF THI'S ACT AS AVENDED BY THI'S OWNI BUS ACT FOR AN I NI TI AL
FI NANCI NG STATEMENT. A FINANCI NG STATEMENT THAT | NDI CATES THAT THE
DEBTOR |S A DECEDENT'S ESTATE | NDI CATES THAT THE COLLATERAL |S BEI NG
ADM NI STERED BY A PERSONAL REPRESENTATIVE W THI N THE MEANING OF PARA-
GRAPH 2 OF SUBSECTION (A) OF SECTI ON 9--503 AS AMVENDED BY THI'S OWNI BUS
ACT. A FI NANCI NG STATEMENT THAT | NDI CATES THAT THE DEBTOR IS A TRUST OR
IS A TRUSTEE ACTING W TH RESPECT TO PROPERTY HELD I N TRUST | NDI CATES
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THAT THE COLLATERAL IS HELD IN A TRUST WTH N THE MEANI NG OF PARAGRAPH 3

OF SUBSECTI ON (A) OF SECTION 9--503 AS AMENDED BY THI S OWNI BUS ACT.

SECTI ON 9--805. WHEN | NI TI AL FI NANCI NG STATEMENT SUFFI CES TO CONTI NUE
EFFECTI VENESS OF FI NANCI NG STATEMENT.

(A) INITIAL FI NANCI NG STATEMENT IN LIEU OF CONTI NUATI ON STATEMENT.
THE FILING OF AN I NI TI AL FI NANCI NG STATEMENT | N THE OFFI CE SPECI FI ED I N
SECTI ON 9--501 CONTI NUES THE EFFECTIVENESS OF A FINANCI NG STATEMENT
FI LED BEFORE TH S OWNI BUS ACT TAKES EFFECT | F:

(1) THE FILING OF AN I NI TI AL FI NANCI NG STATEMENT I N THAT OFFI CE
WOULD BE EFFECTI VE TO PERFECT A SECURI TY | NTEREST UNDER ARTI -
CLE 9 OF THIS ACT AS AMENDED BY TH S OWNI BUS ACT;

(2) THE PRE- EFFECTI VE- DATE FI NANCI NG STATEMENT WAS FILED IN AN
OFFI CE | N ANOTHER STATE; AND

(3) THE |INTIAL FI NANCI NG STATEMENT SATI SFI ES SUBSECTION (C) OF
TH S SECTI ON.

(B) PERICD OF CONTINUED EFFECTIVENESS. THE FILING OF AN INTIAL
FI NANCI NG STATEMENT UNDER SUBSECTI ON (A) OF THI' S SECTI ON CONTI NUES THE
EFFECTI VENESS OF THE PRE- EFFECTI VE- DATE FI NANCI NG STATEMENT:

(1) I'F THE I NI TI AL FI NANCI NG STATEMENT | S FI LED BEFORE THI S OWNI -
BUS ACT TAKES EFFECT, FOR THE PERIOD PROVIDED |IN SECTION
9--515 OF ARTICLE 9 OF THS ACT BEFORE THI S OWMNI BUS ACT TOCK
EFFECT W TH RESPECT TO AN I NI TI AL FI NANCI NG STATEMENT; AND

(2) IF THE I NI TI AL FI NANCI NG STATEMENT | S FI LED AFTER THFS OWI -
BUS ACT TAKES EFFECT, FOR THE PERI GD PROVI DED | N SECTI ON
9--515 OF ARTICLE 9 OF THFS ACT AS AMENDED BY TH S OWI BUS
ACT WTH RESPECT TO AN I NI TI AL FI NANCI NG STATEMENT.

(© REQU REMENTS FOR |INTIAL FINANCING STATEMENT UNDER
SUBSECTI ON (A) OF THI' S SECTI ON. TO BE EFFECTI VE FOR PURPGCSES
OF SUCH SUBSECTION (A), AN I NI'TI AL FI NANCI NG STATEMENT MJST:

(1) SATISFY THE REQUI REMENTS OF PART 5 OF ARTICLE 9 OF THI S ACT
AS AMENDED BY THHS OWNIBUS ACT FOR AN IN TIAL FI NANCI NG
STATEMENT;

(2) | DENTIFY THE PRE- EFFECTI VE- DATE FI NANCI NG STATEMENT BY | NDI -
CATI NG THE OFFI CE I N WHI CH THE FI NANCI NG STATEMENT WAS FI LED
AND PROVI DI NG THE DATES OF FI LI NG AND FI LE NUMBERS, |F ANY,
OF THE FI NANCI NG STATEMENT AND OF THE MOST RECENT  CONTI NUA-
TI ON STATEMENT FI LED W TH RESPECT TO THE FI NANCI NG STATEMENT;
AND

(3) I NDI CATE THAT THE PRE- EFFECTI VE- DATE FI NANCI NG STATE-
MENT REMAI NS EFFECTI VE.
SECTI ON 9--806. AMENDMENT OF PRE- EFFECTI VE- DATE FI NANCI NG STATEMENT.

(A) " PRE-EFFECTI VE- DATE FI NANCI NG STATEMENT". IN TH'S  SECTI ON,
" PRE- EFFECTI VE- DATE FI NANCI NG STATEMENT" MEANS A FI NANCI NG STATEMENT
FI LED BEFORE TH S OWNI BUS ACT TAKES EFFECT.

(B) APPLI CABLE LAW AFTER THI S OWNI BUS ACT TAKES EFFECT, A PERSON MNAY
ADD OR DELETE COLLATERAL COVERED BY, CONTI NUE OR TERM NATE THE EFFEC
TI VENESS OF, OR OTHERW SE AMEND THE | NFORVATI ON PROVIDED IN, A PRE-EF-
FECTI VE- DATE FI NANCI NG STATEMENT ONLY | N ACCORDANCE W TH THE LAW OF THE
JURI SDI CTI ON GOVERNI NG PERFECTI ON AS PROVIDED IN ARTICLE 9 OF TH' S ACT
AS AVENDED BY THI'S OWNI BUS ACT. HOWAEVER, THE EFFECTI VENESS OF A PRE- EF-
FECTI VE- DATE FI NANCI NG STATEMENT ALSO MAY BE TERM NATED | N ACCORDANCE
WTH THE LAWOF THE JURI SDICTION IN VHICH THE FI NANCI NG STATEMENT IS
FI LED.

(© METHOD OF AVENDI NG GENERAL RULE. EXCEPT AS OTHERW SE PROVI DED I N
SUBSECTION (D) OF THHS SECTION, IF THE LAW OF TH'S STATE GOVERNS
PERFECTI ON O A SECURITY | NTEREST, THE INFORVATION IN A
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PRE- EFFECTI VE- DATE FI NANCI NG STATEMENT MAY BE AMENDED AFTER THI S OWNI BUS
ACT TAKES EFFECT ONLY | F:

(1) THE PRE-EFFECTIVE-DATE FI NANCI NG STATEMENT AND AN AMENDMENT ARE
FILED I N THE OFFI CE SPECI FI ED I N SECTI ON 9--501;

(2) AN AMENDMENT IS FILED IN THE OFFICE SPECIFIED IN SECTION 9--501
CONCURRENTLY WTH, OR AFTER THE FILING IN THAT OFFICE OF, AN I NI TI AL
FI NANCI NG STATEMENT THAT SATI SFI ES SUBSECTI ON (C) OF SECTION 9--806; OR

(3) AN I NI TI AL FI NANCI NG STATEMENT THAT PROVIDES THE | NFORMATI ON AS
AVENDED AND SATI SFI ES SUBSECTION (C) OF SECTION 9--805 IS FILED I N THE
OFFI CE SPECI FI ED | N SECTI ON 9--501.

(D) METHOD OF AMENDI NG CONTINUATION. | F THE LAWOF TH S STATE GOVERNS
PERFECTI ON OF A SECURI TY | NTEREST, THE EFFECTIVENESS OF A PRE-EFFEC
TI VE- DATE FI NANCI NG STATEMENT NMAY BE CONTI NUED ONLY UNDER SUBSECTI ONS
(C) AND (E) OF SECTION 9--804 OR SECTI ON 9- - 805.

(E) METHOD OF AMENDI NG ADDI TI ONAL TERM NATI ON RULE. WHETHER OR NOT
THE LAW OF TH'S STATE GOVERNS PERFECTI ON OF A SECURITY | NTEREST, THE
EFFECTI VENESS OF A PRE- EFFECTI VE- DATE FI NANCI NG STATEMENT FILED IN THI' S
STATE MAY BE TERM NATED AFTER THI S OWNI BUS ACT TAKES EFFECT BY FILING A
TERM NATI ON STATEMENT IN THE OFFICE IN VWHI CH THE PRE-EFFECTI VE- DATE
FI NANCI NG STATEMENT |'S FI LED, UNLESS AN | NI TI AL FI NANCI NG STATEMENT THAT
SATI SFI ES SUBSECTI ON (C) OF SECTI ON 9--805 HAS BEEN FILED IN THE OFFI CE
SPECI FIED BY THE LAW OF THE JURI SDI CTION GOVERNI NG PERFECTION AS
PROVIDED IN ARTICLE 9 AS AMENDED BY THI S OWNI BUS ACT AS THE OFFI CE I N
VWHI CH TO FI LE A FI NANCI NG STATEMENT.

SECTI ON 9--807. PERSON ENTI TLED TO FILE I NI TI AL FI NANCI NG STATEMENT OR
CONTI NUATI ON STATEMENT.

A PERSON MAY FILE AN I N TIAL FI NANCI NG STATEMENT OR A CONTI NUATI ON
STATEMENT UNDER THI S PART | F:

(A) THE SECURED PARTY OF RECORD AUTHORI ZES THE FI LI NG AND

(B) THE FILING I S NECESSARY UNDER THI S PART:

(1) TO CONTI NUE THE EFFECTI VENESS OF A FI NANCI NG STATEMENT FI LED
BEFORE THI S OWNI BUS ACT TAKES EFFECT; OR
(2) TO PERFECT OR CONTI NUE THE PERFECTI ON OF A SECURI TY | NTEREST.
SECTI ON 9--808. PRIORITY.

TH'S OWI BUS ACT DETERM NES THE PRIORITY OF CONFLI CTI NG CLAI M5 TO
COLLATERAL. HOWEVER, IF THE RELATIVE PRIORITIES OF THE CLAIMS WERE
ESTABLI SHED BEFORE THI S OWNI BUS ACT TAKES EFFECT, ARTICLE 9 OF THI S ACT
AS | T EXI STED BEFORE THI' S OWNI BUS ACT TOOK EFFECT DETERM NES PRI ORI TY.

S 67. This act shall take effect July 1, 2013; provided, however,

(a) The applicability of Article 9 of the Uniform Commercial Code, as
anmended by sections thirty-five through sixty-six of this act, is deter-
m ned by Sections 9--801 through 9--808 of such Article 9.

(b) The applicability of Articles 3, 4, and 7 of the Uniform Commer -
cial Code, as added by sections twenty-six, twenty-seven, and thirty-two
of this act, is determ ned by the follow ng rules:

(1) Such Articles 3, 4, and 7 of the Uniform Comrercial Code apply to
a negotiable instrunment, item or docunent of title that is issued, or a
bail ment that arises, on or after the effective date of this act. Such
Articles 3, 4, and 7 of the Uniform Commercial Code, as added by this
act, do not apply to a negotiable instrunent, item or docunment of title
that is issued or a bailnment that arises before the effective date of
this act even if the negotiable instrunment, item or docunent of title
or bailnment would be subject to such articles if the negotiable instru-
ment, item or docunent of title had been issued or bailnent had arisen
on or after the effective date of this act.
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(2) Such Articles 3, 4, and 7 of the Uniform Commercial Code do not
apply to a right of action that has accrued before the effective date of
this Act.

(3) Except to the extent that Article 9 of the Uniform Conmercia
Code, as anended by sections thirty-five through sixty-six of this act,
is applicable as provided in Sections 9--801 through 9--808 of such
Article 9, a negotiable instrunent, itemor docunent of title issued or
a bailment that arises before the effective date of this act and the
rights, obligations, and interests flowing fromthat negotiable instru-
ment or docunent or bailnment are governed by any statute or other rule
anmended or repealed by this act as if amendnment or repeal had not
occurred and may be ternmnated, conpleted, consummated, or enforced
under that statute or other rule.



