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STATE OF NEW YORK

4608
2015- 2016 Regul ar Sessi ons
I N SENATE
March 30, 2015

Introduced by Sen. FARLEY -- read twice and ordered printed, and when
printed to be committed to the Conmittee on Judiciary

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 Article 3 of the uniformcomrercial code is REPEALED and a
new article 3 is added to read as foll ows:
ARTI CLE 3
NEGOTI| 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 COWERCI AL CCDE- - NEGOTI ABLE
| NSTRUVENTS.

SECTI ON 3--102. SUBJECT MATTER

(A) TH S ARTI CLE APPLI ES TO NEGOTI ABLE | NSTRUVENTS. | 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 THI S ARTI CLE AND ARTICLE 4 OR 9,
ARTI CLES 4 AND 9 GOVERN.

(CO REGULATIONS OF THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE
SYSTEM AND OPERATI NG Cl RCULARS OF THE FEDERAL RESERVE BANKS SUPERSEDE
ANY | NCONSI STENT PROVI SION OF THI S ARTI CLE TO THE EXTENT OF THE | NCON-
S| STENCY.

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

(A) INTH 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 PURPCSES.

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
LBD10173-01-5
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(3) "CONSUMER TRANSACTI ON' MEANS A TRANSACTI ON | N WHI CH AN | NDI VI DUAL
INCURS AN OBLIGATION PRIMARILY FOR PERSONAL, FAMLY, OR HOUSEHOLD
PURPCSES.

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

(5) "DRAVWER' MEANS A PERSON WHO SIGNS OR IS I DENTIFIED IN 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 IN A NOTE AS A
PERSON UNDERTAKI NG TO PAY.

(8) "ORDER' MEANS A WRI TTEN | NSTRUCTI ON TO PAY MONEY S| GNED BY THE
PERSON G VI NG THE | NSTRUCTI ON.  THE | NSTRUCTI ON MAY BE ADDRESSED TO ANY
PERSON, | NCLUDING 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 AUTHORI -
ZATI ON TO PAY |'S 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 | N THE AREA I N
WH CH THE PERSON | S LOCATED, W TH RESPECT TO THE BUSI NESS IN WHICH THE
PERSON |S ENGAGED. |N THE CASE OF A BANK THAT TAKES AN | NSTRUVENT FOR
PROCESSI NG FOR COLLECTI ON OR PAYMENT BY AUTOMATED MEANS, REASONABLE
COWERCI AL STANDARDS DO NOT REQUI RE THE BANK TO EXAM NE THE | NSTRUVENT
| F THE FAI LURE 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) "PRINCI PAL OBLI GOR, " W TH RESPECT TO AN |NSTRUMENT, MEANS THE
ACCOMMODATED 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 SI GNED BY THE
PERSON UNDERTAKI NG TO PAY. AN ACKNOW.EDGVENT OF AN OBLI GATI ON BY THE
OBLIGOR |'S 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 | NSTRUVENT FROM | TS
| SSUER | F THE | NSTRUMENT | 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 IS 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 HAVI NG 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 DEFI NI TI ONS APPLYI NG TO THI'S ARTICLE AND THE SECTIONS [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
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"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
CHECK . 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 . SECTI ON 3--204
CITNDORSER" . . SECTI ON 3--204
CENSTRUMENT . 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 . o 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
"DOCUMENTARY DRAFT" . . 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| 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 PROM
| 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, (I11)
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
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(B) "I NSTRUMENT" MEANS A NEGOTI ABLE | NSTRUMENT.

(© AN ORDER THAT MEETS ALL OF THE REQUI REMENTS OF SUBSECTI ON (A),
EXCEPT PARAGRAPH (1), AND OTHERW SE FALLS WTH N THE DEFINITION OF
"CHECK" | N SUBSECTION (F) 1I'S A NEGOTI ABLE | NSTRUMENT AND A CHECK.

(D) A PROM SE OR ORDER OTHER THAN A CHECK IS NOT AN | NSTRUMENT | F, AT
THE TIME I T IS I SSUED OR FI RST COVES | NTO POSSESSION O A HOLDER, IT
CONTAINS A CONSPI CUOUS STATEMENT, HOWEVER EXPRESSED, TO THE EFFECT THAT
THE PROM SE OR ORDER IS NOT' NEGOTI ABLE OR |'S NOT AN | NSTRUMENT  GOVERNED
BY TH S ARTI CLE.

(E) AN INSTRUMENT IS A"NOTE" IFITIS A PROMSE AND | S A "DRAFT" | F
ITI1S AN ORDER | F AN | NSTRUMENT FALLS WTHIN THE DEFINITION OF BOTH
“NOTE" AND "DRAFT," A PERSON ENTITLED TO ENFORCE THE | NSTRUMENT NAY
TREAT I T AS El THER

(F) "CHECK" MEANS (1) A DRAFT, OTHER THAN A DOCUMENTARY DRAFT, PAYABLE
ON DEMAND AND DRAWN ON A BANK OR (I'l) A CASHER S CHECK OR TELLER S
CHECK. AN | NSTRUMENT MAY BE A CHECK EVEN THOUGH I T IS DESCRI BED ON | TS
FACE BY ANOTHER TERM SUCH AS " MONEY ORDER. "

(G "CASH ER S CHECK" MEANS A DRAFT W TH RESPECT TO WHICH THE DRAVER
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 (I1) PAYABLE AT OR THROUGH A BANK.

(1) "TRAVELER S CHECK" MEANS AN I NSTRUVENT THAT (1) |S PAYABLE ON
DEMAND, (I1) IS DRAWN ON OR PAYABLE AT OR THROUGH A BANK, (III) IS
DESI GNATED BY THE TERM "TRAVELER S CHECK" OR BY A SUBSTANTI ALLY SIM LAR
TERM AND (1V) REQUI RES, AS A CONDI TI ON 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 RECEI VED 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, VWHETHER TO A HOLDER OR NONHOLDER, FOR THE PURPOSE OF QG VING
RI GHTS ON THE | NSTRUVENT TO ANY PERSON.

(B) AN UNI SSUED | NSTRUMENT, OR AN UNI SSUED | NCOVPLETE | NSTRUVENT THAT
IS COVWPLETED, |S BI NDI NG ON THE MAKER OR DRAVER, BUT NONISSUANCE IS A
DEFENSE. AN | NSTRUMENT THAT |I'S CONDI TI ONALLY | SSUED OR IS | SSUED FOR A
SPECI AL PURPGCSE IS BI NDI NG ON THE MAKER OR DRAVER, BUT FAILURE OF THE
CONDI TI ON OR SPECI AL PURPOSE TO BE FULFI LLED IS A DEFENSE.

(© "ISSUER' APPLIES TO | SSUED AND UNI SSUED | NSTRUMENTS 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 OF 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 DCOES 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 (Il) 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
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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 | NSTRUVMENT,
THE FAI LURE TO COUNTERSI GN | S A DEFENSE TO THE OBLI GATI ON OF THE | SSUER,
BUT THE FAILURE DOES NOT PREVENT A TRANSFEREE OF THE | NSTRUMENT FROM
BECOM NG A HOLDER OF THE | NSTRUVENT.

(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
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
I N AN EQUI VALENT AMOUNT IN DOLLARS CALCULATED BY USING 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' IF IT (I) STATES THAT IT
| S PAYABLE ON DEMAND OR AT SIGHT, OR OTHERW SE | NDI CATES THAT IT IS
PAYABLE AT THE WLL OF THE HOLDER, OR (I1) DOCES NOT STATE ANY Tl ME OF
PAYMENT.

(B) A PROM SE OR ORDER | S "PAYABLE AT A DEFINITE TIME" IF IT IS PAYA-
BLE ON ELAPSE OF A DEFINITE PERI OD 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 PROMSE OR ORDER IS |1SSUED, SUBJECT TO RI GHTS OF (1)
PREPAYMENT, (I11) ACCELERATION, (I11) EXTENSION AT THE OPTION OF THE
HOLDER, OR (1V) EXTENSION TO A FURTHER DEFI NI TE TI ME AT THE OPTI ON OF
THE MAKER OR ACCEPTOR OR AUTOVATI CALLY UPON OR AFTER A SPECI FI ED ACT OR
EVENT.

(© |IF AN |INSTRUVENT, PAYABLE AT A FI XED DATE, IS ALSO PAYABLE UPCN
DEMAND MADE BEFORE THE FI XED DATE, THE | NSTRUMENT | S PAYABLE ON DEMAND
UNTIL THE FI XED DATE AND, | F DEMAND FOR PAYMENT | S NOT 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 CRDER CF BEARER OR
OTHERW SE | NDI CATES THAT THE PERSON | N POSSESSI ON OF THE PROM SE OR
ORDER | S ENTI TLED TO PAYMENT,;

(2) DCES NOT STATE A PAYEE; OR

(3) STATES THAT IT IS 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 PROMSE OR ORDER THAT IS NOT PAYABLE TO BEARER IS 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 | S PAYABLE TO
ORDER | S PAYABLE TO THE | DENTI FI ED PERSON.

(© AN I NSTRUMENT PAYABLE TO BEARER MAY BECOVE PAYABLE TO AN | DENTI -
FIED PERSON |IF IT IS SPECI ALLY | NDORSED PURSUANT TO SECTI ON 3--205(A).
AN | NSTRUMVENT PAYABLE TO AN | DENTI FI ED PERSON NMAY 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 VWHOM AN | NSTRUVENT IS I NI TI ALLY PAYABLE | S DETER-
M NED BY THE I NTENT OF THE PERSON, WHETHER OR NOI' AUTHORI ZED, SI GNI NG
AS, OR IN THE NAME OR BEHALF OF, THE | SSUER OF THE | NSTRUMENT. THE
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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 NAVE OR OTHER | DENTI FI CATI ON
THAT S NOTI' THAT OF THE | NTENDED PERSON. | F MORE THAN ONE PERSON S| GNS
IN THE NAME OR BEHALF OF THE | SSUER OF AN | NSTRUMENT AND ALL THE SI GNERS
DO NOT | NTEND THE SAME PERSON AS PAYEE, THE | NSTRUMENT IS PAYABLE TO ANY
PERSON | NTENDED BY ONE OR MORE OF THE SI GNERS.

(B) IF THE SIGNATURE OF THE | SSUER OF AN | NSTRUMENT |I'S MADE BY AUTO
MATED MEANS, SUCH AS A CHECK-VWRI TI NG MACHI NE, THE PAYEE OF THE | NSTRU-
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, | NCLUDI NG BY NAME, | DENTI FYI NG NUMBER, OFFI CE, OR ACCOUNT NUMBER
FOR THE PURPOSE OF DETERM NI NG THE HOLDER OF AN | NSTRUMVENT, THE FOLLOW
I NG RULES APPLY:

(1) I'F AN I NSTRUVENT | S PAYABLE TO AN ACCOUNT AND THE ACCOUNT | S | DEN-
TIFI ED ONLY BY NUMBER, THE | NSTRUMENT | S PAYABLE TO THE PERSON TO WHOM
THE ACCOUNT IS PAYABLE. | F AN I NSTRUMENT | S PAYABLE TO AN ACCOUNT | DEN-
TIFIED BY NUMBER AND BY THE NAME OF A PERSON, THE | NSTRUMENT | S PAYABLE
TO THE NAMED PERSON, WHETHER OR NOT' THAT PERSON IS THE OWMER 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 COR SI M LAR REPRESENTATI VE OF A NAMED
OR I DENTI FI ED PERSON, THE |INSTRUMENT |S PAYABLE TO THE REPRESENTED
PERSON, THE REPRESENTATI VE, OR A SUCCESSOR OF THE REPRESENTATI VE;

(I''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 OFFI CE OR TO A PERSON DESCRIBED AS HOLDING AN OFFICE, THE
I NSTRUMENT | S PAYABLE TO THE NAMED PERSON, THE | NCUMBENT OF THE OFFI CE,
OR A SUCCESSOR TO THE | NCUMBENT.

(D) I'F AN I NSTRUVENT | S PAYABLE TO TWO OR MORE PERSONS ALTERNATI VELY,
IT IS PAYABLE TO ANY OF THEM AND MAY 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 NMAY BE NEGOTI ATED, DI SCHARGED, OR ENFORCED
ONLY BY ALL OF THEM | F AN | NSTRUMENT PAYABLE TO TWO OR MORE PERSONS | S
AMBl QUOUS AS TO WVHETHER 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 | N ARTI CLE 4, AN I NSTRUMENT I S
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 | S 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 IS ANY
PLACE OF BUSI NESS OF THE DRAWEE OR MAKER CHOSEN BY THE PERSON ENTI TLED
TO ENFORCE THE | NSTRUMENT. | F THE DRAVWVEE 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 PROVIDED I N THE | NSTRUMENT, (1) AN I NSTRUMENT IS
NOT PAYABLE WTH |INTEREST, AND (II) INTEREST ON AN | NTEREST- BEARI NG
I NSTRUMENT |'S PAYABLE FROM THE DATE OF THE | NSTRUMENT.
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(B) I NTEREST MAY BE STATED IN AN | NSTRUMENT AS A FIXED OR VAR ABLE
AMOUNT  OF MONEY OR |IT MAY BE EXPRESSED AS A FI XED OR VARI ABLE RATE OR
RATES. THE AMOUNT OR RATE OF | NTEREST MAY BE STATED OR DESCRIBED IN THE
I NSTRUMENT | N  ANY MANNER AND MAY REQUI RE REFERENCE TO | NFORMVATI ON NOT
CONTAINED | N THE | NSTRUVENT. | F AN | NSTRUMENT PROVI DES FOR | NTEREST, BUT
THE  AMOUNT  OF |INTEREST PAYABLE CANNOT BE ASCERTAINED FROM THE
DESCRI PTI ON, | NTEREST IS PAYABLE AT THE JUDGVENT RATE I N EFFECT AT THE
PLACE OF PAYMENT OF THE |NSTRUVMENT AND AT THE TI ME | NTEREST FI RST
ACCRUES.

SECTI ON 3--113. DATE OF | NSTRUMENT.

(A) AN I NSTRUMENT MAY BE ANTEDATED OR POSTDATED. THE DATE STATED
DETERM NES THE TIME OF PAYMENT | F THE | NSTRUVENT | S PAYABLE AT A FI XED
PERI OD AFTER THE DATE. EXCEPT AS PROVIDED IN SECTION 4--401(C), AN
I NSTRUMENT PAYABLE ON DEMAND IS NOTI' 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 UNI SSUED | NSTRUMENT, THE DATE IT FIRST COVES |[|NTO
PCSSESSI ON OF A HOLDER.

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

IF AN | NSTRUMENT CONTAINS CONTRADI CTORY TERMS, TYPEWRI TTEN TERMS
PREVAI L OVER PRI NTED TERMS5, HANDWRI TTEN TERMS PREVAIL OVER BOIH, AND
WORDS PREVAI L OVER NUMBERS.

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

(A)  "INCOWPLETE | NSTRUMENT" MEANS A SIGNED WRI TI NG 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 I NSTRUVENT |S AN
| NSTRUMENT UNDER SECTI ON 3--104, |IT MAY BE ENFORCED ACCORDING TO ITS
TERMS |F IT 1S NOT COWPLETED, OR ACCORDI NG TO I TS TERMS AS AUGVENTED BY
COWPLETI ON. |F AN I NCOVWPLETE |INSTRUMENT IS NOT AN | NSTRUVENT UNDER
SECTION 3--104, BUT, AFTER COWPLETION, THE REQUI REMENTS OF SECTI ON
3--104 ARE MET, THE | NSTRUMENT MAY BE ENFORCED ACCORDI NG TO I TS TERMS AS
AUGVENTED BY COVPLETI ON.

(O |IF WORDS OR NUMBERS ARE ADDED TO AN | NCOVPLETE | NSTRUVENT W THOUT
AUTHORITY OF THE SIGNER, THERE |S AN ALTERATI ON OF THE | NCOVWPLETE
I NSTRUMENT UNDER SECTI ON 3- - 407.

(D) THE BURDEN OF ESTABLI SHI NG THAT WORDS OR 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 OTHERWSE PROVIDED IN THE |INSTRUMENT, TWO OR MORE
PERSONS WHO HAVE THE SAME LI ABI LI TY ON AN | NSTRUVENT AS MAKERS, DRAVERS,
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 |IN SECTION 3--419(F) OR BY AGREEMENT OF THE
AFFECTED PARTI ES, A PARTY HAVI NG JO NT AND SEVERAL LIABILITY WHO PAYS
THE |INSTRUMENT [|S ENTITLED TO RECElIVE FROM ANY PARTY HAVI NG THE SAME
JO NT AND SEVERAL LI ABI LI TY 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 | NSTRUMENT MAY BE MODI FI ED, SUPPLEMENTED, OR NULLIFIED 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
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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 NULLI FI ED BY AN AGREEMENT UNDER THIS SECTION, THE AGREEMENT IS A
DEFENSE TO THE OBLI GATI ON.

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

(A) EXCEPT AS PROVIDED | N SUBSECTION (E), AN ACTI ON TO ENFORCE THE
OBLI GATI ON OF A PARTY TO PAY A NOTE PAYABLE AT A DEFINITE TIME MJST BE
COMVENCED WTH N SIX 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 DEMAND, AN ACTION TO ENFORCE
THE OBLIGATION OF A PARTY TO PAY THE NOTE MUST BE COMMENCED W THI N SI X
YEARS AFTER THE DEMAND. | F NO DEMAND FOR PAYMENT | S MADE TO THE MAKER,
AN ACTI ON TO ENFORCE THE NOTE | S 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 IN SUBSECTION (D), AN ACTION TO ENFORCE THE
OBLIGATION OF A PARTY TO AN UNACCEPTED DRAFT TO PAY THE DRAFT MJUST BE
COMVENCED W THI N THREE YEARS AFTER DI SHONOR OF THE DRAFT OR TEN YEARS
AFTER THE DATE OF THE DRAFT, VWWH CHEVER PERI OD EXPI RES FI RST.

(D) AN ACTI ON TO ENFORCE THE OBLI GATI ON OF THE ACCEPTCOR COF A CERTI FI ED
CHECK OR THE I SSUER OF A TELLER S CHECK, CASH ER S CHECK, OR TRAVELER S
CHECK MUST 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 | NSTRUMVENT MJUST BE COMMENCED W THI N SI X YEARS AFTER
DEMAND FOR PAYMENT IS MADE TO THE MAKER, BUT | F THE | NSTRUMENT STATES A
DUE DATE AND THE MAKER 1S NOT REQUI RED TO PAY BEFORE THAT DATE, THE
SI X- YEAR PERI CD BEG NS WHEN A DEMAND FOR PAYMENT IS IN EFFECT AND THE
DUE DATE HAS PASSED.

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

(G UNLESS GOVERNED BY OTHER LAW REGARDI NG CLAIMS FOR INDEWNITY OR
CONTRI BUTI ON, AN ACTION (1) FOR CONVERSI ON OF AN | NSTRUVENT, FOR MONEY
HAD AND RECEI VED, OR LI KE ACTI ON BASED ON CONVERSI ON, (2) FOR BREACH OF
WARRANTY, OR (3) TO ENFORCE AN OBLI GATI ON, DUTY, OR RI GHT ARI SI NG UNDER
TH' 'S ARTI CLE AND NOT' GOVERNED BY THI' S SECTI ON MJUST BE COWENCED 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 GATI ON FOR VHICH A THI RD PERSON | S
ANSVERABLE OVER PURSUANT TO THI S ARTI CLE OR ARTI CLE 4, THE DEFENDANT MNAY
G VE THE THI RD PERSON NOTICE OF THE LITIGATION IN A RECORD, AND THE
PERSON NOTI FI ED MAY THEN G VE SI M LAR NOTI CE TO ANY OTHER PERSON WHO | S
ANSWERABLE OVER. | F THE NOTI CE STATES (1) THAT THE PERSON NOTIFI ED MAY
COVME |IN AND DEFEND AND (2) THAT FAILURE TO DO SO WLL BI ND THE PERSON
NOTI FI ED | N AN ACTI ON LATER BROUGHT BY THE PERSON G VI NG THE NOTICE AS
TO ANY DETERM NATI ON OF FACT COWON TO THE TWO LI TI GATI ONS, THE PERSON
NOTI FI ED IS SO BOUND UNLESS AFTER SEASONABLE RECEI PT OF THE NOTICE THE
PERSON NOTI FI ED DOES COME | N AND DEFEND.

PART 2
NEGOTI ATI ON, TRANSFER, AND | NDORSEMENT
SECTI ON 3--201. NEGOTI ATl ON.
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(A) "NEGOTI ATI ON' MEANS A TRANSFER OF POSSESSI ON, WHETHER VOLUNTARY OR
I NVOLUNTARY, OF AN [|INSTRUMENT BY A PERSON OTHER THAN THE | SSUER 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.
SECTI ON 3--202. NEGOTI ATI ON SUBJECT TO RESCI SSI ON.

(A) NEGOTIATION IS EFFECTI VE EVEN | F OBTAINED (1) FROM AN |INFANT, A
CORPORATI ON  EXCEEDI NG | TS PONERS, OR A PERSON W THOUT CAPACI TY, (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 OIHER REMEDIES, BUT THOSE REMEDI ES MAY NOT BE
ASSERTED AGAI NST A SUBSEQUENT HOLDER IN DUE COURSE OR A PERSON PAYI NG
THE | NSTRUMENT | 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 I NSTRUVMENT |'S TRANSFERRED WHEN IT IS DELIVERED BY A PERSON
OTHER THAN I TS | SSUER FOR THE PURPCSE OF G VI NG TO THE PERSON RECEI VI NG
DELI VERY THE RI GHT TO ENFORCE THE | NSTRUVMENT.

(B) TRANSFER OF AN | NSTRUMENT, WHETHER OR NOT THE TRANSFER I S A NEGO
TIATION, VESTS I N THE TRANSFEREE ANY RI GHT OF THE TRANSFEROR TO ENFORCE
THE | NSTRUMVENT, | 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 I 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 DOCES NOT BECOVE A HOLDER BECAUSE OF LACK OF | NDORSE-
MENT BY THE TRANSFEROR, 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) I'F A TRANSFEROR PURPORTS TO TRANSFER LESS THAN THE ENTI RE | NSTRU-
MENT, NEGOTIATION OF THE |NSTRUVENT DOES NOI' OCCUR THE TRANSFEREE
OBTAINS NO RIGHTS UNDER THIS ARTICLE AND HAS ONLY THE RIGHTS OF A
PARTI AL ASSI GNEE.

SECTI ON 3--204. | NDORSEMENT.

(A) "I NDORSEMENT" MEANS A SI GNATURE, OTHER THAN THAT OF A SI GNER AS
MAKER, DRAVER, 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) RESTRICTING 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 SI GNATURE AND | 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 OIHER THAN | NDORSEMENT. FOR THE PURPCSE OF DETERM NI NG
WHETHER A SI GNATURE | S MADE ON AN | NSTRUMENT, A PAPER AFFIXED TO THE
I NSTRUMENT IS A PART OF THE | NSTRUMENT.

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

(©) FOR THE PURPCSE OF DETERM NING WHETHER THE TRANSFEREE COF AN
I NSTRUMENT IS 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) I'F AN I NSTRUVENT | S PAYABLE TO A HOLDER UNDER A NAME THAT IS NOT
THE NAME OF THE HOLDER, | NDORSEMENT MAY BE MADE BY THE HOLDER I N THE
NAVE STATED IN THE I NSTRUMENT OR IN THE HOLDER S NAME OR BOTH, BUT



Co~NOoOUIT~hWNE

S. 4608 10

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;  ANOVALOUS
| NDORSEMENT.

(A) I'F 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-
MVENT | DENTI FI ES A PERSON TO WHOM | T MAKES THE | NSTRUMENT PAYABLE, IT IS
A "SPECI AL | NDORSEMENT. " WHEN SPECI ALLY | NDORSED, AN | NSTRUMENT BECOMVES
PAYABLE TO THE | DENTI FI ED PERSON AND NAY BE NEGOTI ATED ONLY BY THE
| NDORSEMENT OF THAT PERSON. THE PRI NCI PLES STATED I N 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 | NSTRUVENT 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 VI TI NG, ABOVE THE SI GNATURE OF
THE | NDORSER, WORDS | DENTI FYI NG THE PERSON TO WHOM THE | NSTRUMENT | S
MADE PAYABLE.

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

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

(A) AN | NDORSEMENT LI M TI NG PAYMENT TO A PARTI CULAR PERSON OR OTHER-
W SE PRCHI Bl TI NG FURTHER TRANSFER OR NEGOTI ATION OF THE | NSTRUMENT IS
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 IT FOR VALUE OR
COLLECTI ON  MAY DI SREGARD THE CONDI TI ON, AND THE RI GHTS AND LI ABI LI TI ES
OF THAT PERSON ARE NOI' AFFECTED BY WHETHER THE CONDI TION HAS BEEN
FULFI LLED.

(© |IF AN |INSTRUVENT BEARS AN | NDORSEMENT (1) DESCRI BED I N SECTI ON
4--201(B), OR (I1) I N BLANK OR TO A PARTI CULAR BANK USI NG THE WORDS " FCR
DEPCSI T, " "FOR COLLECTION," OR OIHER WORDS | NDI CATING A PURPCSE OF
HAVING THE | NSTRUMENT COLLECTED BY A BANK FOR THE | NDORSER OR FOR A
PARTI CULAR ACCOUNT, THE FOLLOW NG RULES APPLY:

(1) A PERSON, OTHER THAN A BANK, WHO PURCHASES THE | NSTRUMENT WHEN SO
I NDORSED CONVERTS THE | NSTRUMENT UNLESS THE AMOUNT PAI D FOR THE | NSTRU-
MENT | S RECEI VED BY THE |INDORSER OR APPLIED CONSISTENTLY WTH THE
| NDORSEMENT.

(2) A DEPCSI TARY BANK THAT PURCHASES THE | NSTRUMENT OR TAKES I T FOR
COLLECTI ON VWHEN SO | NDORSED CONVERTS THE | NSTRUVENT UNLESS THE AMOUNT
PAID BY THE BANK WTH RESPECT TO THE | NSTRUMENT | S RECEI VED 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
| NTERMVEDI 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.
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(D) EXCEPT FOR AN | NDORSEMENT COVERED BY SUBSECTION (C), I F AN I NSTRU-
MENT BEARS AN | NDORSEMENT USI NG WORDS TO THE EFFECT THAT PAYMENT IS TO
BE MADE TO THE | NDORSEE AS AGENT, TRUSTEE, OR OTHER FIDUCI ARY FOR THE
BENEFI T OF THE | NDORSER OR ANOTHER PERSON, THE FOLLOW NG RULES APPLY:

(1) UNLESS THERE IS NOTI CE OF BREACH OF FI DUCI ARY DUTY AS PROVI DED I N
SECTI ON 3--307, A PERSON WHO PURCHASES THE | NSTRUVENT FROM THE | NDORSEE
OR TAKES THE | NSTRUMENT FROM THE | NDORSEE FOR CCLLECTI ON OR PAYMENT NAY
PAY THE PROCEEDS OF PAYMENT OR THE VALUE G VEN FOR THE | NSTRUMENT TO THE
| 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 OIHERWSE 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
| 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 IT 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 | NSTRUMENT | SSUED AS PART OF THE SAME SERIES, (IV) W THOUT
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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) W THOUT 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 I N AN | NSOL-
VENCY PROCEEDI NG, 1S NOT NOTI CE OF A DEFENSE UNDER SUBSECTION (A), BUT
DI SCHARGE |S EFFECTIVE AGAINST A PERSON WHO BECAME A HOLDER | N DUE
COURSE W TH NOTI CE OF THE DI SCHARGE. PUBLIC FILING OR RECORDING OF A
DOCUMENT DOES NOTI' OF | TSELF CONSTI TUTE NOTI CE OF A DEFENSE, CLAIMIN
RECOUPMENT, OR CLAIM TO THE | NSTRUMENT.

(© EXCEPT TO THE EXTENT A TRANSFEROR OR PREDECESSCR I N | NTEREST HAS
RIGATS AS A HOLDER | N DUE COURSE, A PERSON DCES NOI' ACQUI RE RI GHTS OF A
HOLDER | N DUE COURSE OF AN | NSTRUVENT TAKEN (1) BY LEGAL PROCESS OR BY
PURCHASE I N AN EXECUTION, BANKRUPTCY, OR CREDITOR S SALE OR SIM LAR
PROCEEDI NG (2) BY PURCHASE AS PART OF A BULK TRANSACTION NOT IN ORDI -
NARY COURSE OF BUSINESS OF THE TRANSFEROR, OR (3) AS THE SUCCESSOR I N
| 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 PERFORVED, THE
HOLDER MAY ASSERT RIGHTS AS A HOLDER I N 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 PERFORMANCE DI VI DED BY THE VALUE OF THE PROW
| SED PERFORVANCE.

(E) IF (1) THE PERSON ENTI TLED TO ENFORCE AN | NSTRUVENT HAS ONLY A
SECURI TY | NTEREST IN THE | NSTRUVENT AND (2) THE PERSON OBLIGED TO PAY
THE |INSTRUMENT HAS A DEFENSE, CLAIM | N RECOUPMENT, OR CLAIM TO THE
I NSTRUMENT THAT MAY BE ASSERTED AGAI NST THE PERSON WHO GRANTED THE SECU-
RI TY | NTEREST, THE PERSON ENTI TLED TO ENFORCE THE | NSTRUMENT MAY ASSERT
RIGATS AS A HOLDER | 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 | S SUBJECT TO ANY LAW LI M 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 INSTRUMENT | 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 SECURI TY | NTEREST OR OTHER LIEN IN 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, VWHETHER OR NOT THE
CLAIM | S DUE;

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

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

(B) " CONSI DERATI ON' MEANS ANY CONSI DERATI ON SUFFI CI ENT TO SUPPORT A
SI MPLE CONTRACT. THE DRAVER OR MAKER OF AN | NSTRUMENT HAS A DEFENSE | F
THE | NSTRUVENT |S | SSUED W THOUT CONSI DERATION. | F AN INSTRUMENT | S
ISSUED FOR A PROM SE OF PERFORMANCE, THE | SSUER HAS A DEFENSE TO THE
EXTENT PERFORVANCE OF THE PROM SE | S DUE AND THE PROM SE HAS NOT BEEN
PERFORMED. | F AN | NSTRUVENT |S | SSUED FOR VALUE AS STATED I N SUBSECTI ON
(A), THE INSTRUMENT IS ALSO | SSUED FOR CONSI DERATI ON.
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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
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 | NSTRUVENT 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 | NSTRUVENT BECOVES OVERDUE UPON DEFAULT UNDER THE
| NSTRUMENT FOR NONPAYMENT OF AN | NSTALLMENT, AND THE | NSTRUMENT REMAI NS
OVERDUE UNTI L THE DEFAULT | S CURED.

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

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

(© UNLESS THE DUE DATE OF PRI NCI 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 CLAI MS I N RECOUPMENT; CLAIMS I N CONSUMER
TRANSACTI ONS.

(A) EXCEPT AS OTHERW SE PROVIDED I N 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) I NFANCY OF THE OBLI GOR 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 FIES THE OBLIGATION OF THE OBLIGOR, (I11) FRAUD THAT | NDUCED THE
OBLI GOR TO SI GN THE | NSTRUMENT W TH NEI THER KNOALEDGE NOR REASONABLE
OPPORTUNITY TO LEARN OF ITS CHARACTER OR I TS ESSENTI AL TERM5, 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 AROCSE FROM THE TRANSACTI ON THAT GAVE RI SE TO
THE | NSTRUMENT; BUT THE CLAIM OF THE OBLI GOR MAY BE ASSERTED AGAI NST A
TRANSFEREE OF THE | NSTRUMENT ONLY TO REDUCE THE AMOUNT OWNG 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
IN SUBSECTION (A)(1), BUT 1S NOTI SUBJECT TO DEFENSES OF THE OBLI GOR
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 I N SUBSECTION (D), IN AN ACTION TO ENFORCE THE
OBLI GATION  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, CLAIM
IN RECOUPMENT, OR CLAIM TO THE | NSTRUMENT ( SECTI ON 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 ACTI ON AND
PERSONALLY ASSERTS THE CLAI M AGAI NST THE PERSON ENTI TLED TO ENFORCE THE
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I NSTRUMENT. AN OBLIGOR IS NOT OBLIGED TO PAY THE | NSTRUMENT | F THE
PERSON SEEKI NG ENFORCEMENT OF THE | NSTRUVENT DOES NOT HAVE RIGHTS OF A
HOLDER IN DUE COURSE AND THE OBLI GOR PROVES THAT THE | NSTRUMENT IS A
LOST OR STOLEN | NSTRUVENT.

(D) IN AN ACTI ON TO ENFORCE THE OBLI GATI ON OF AN ACCOVMODATI ON PARTY
TO PAY AN | NSTRUMENT, THE ACCOVMODATI ON PARTY MAY ASSERT AGAI NST THE
PERSON ENTITLED TO ENFORCE THE |NSTRUMENT ANY DEFENSE OR CLAIM I N
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 AGAINST THE ORI G NAL PAYEE, AND THE | NSTRUVENT DOES NOT
| NCLUDE SUCH A STATEMENT:

(1) THE | NSTRUVENT 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 I N THE | NSTRUVENT OR | TS PROCEEDS, | NCLUDING A CLAIM TO RESCIND A
NEGOTI ATION AND TO RECOVER THE | NSTRUMENT OR | TS PROCEEDS. A PERSON
HAVI NG RI GHTS 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 O\:

(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 PRI NCI PAL, BENEFI Cl ARY, PARTNER-
SHI P, CORPORATI ON, OR OTHER PERSON TO WHOM THE DUTY STATED IN PARAGRAPH
(1) 1S OWED.

(B) IF (1) AN INSTRUMENT IS TAKEN FROM A FI DUCI ARY FOR PAYMENT OR
COLLECTI ON OR FOR VALUE, (2) THE TAKER HAS KNOM.EDGE 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) NOTI CE OF BREACH OF FIDUCI ARY DUTY BY THE FIDUCI ARY IS NOTICE OF
THE CLAI M OF THE REPRESENTED PERSON.

(11) IN THE CASE OF AN | NSTRUVENT PAYABLE TO THE REPRESENTED PERSON OR
THE FIDUCI ARY AS SUCH, THE TAKER HAS NOTI CE OF THE BREACH OF FI DUCI ARY
DUTY | F THE | NSTRUMENT |S (A) TAKEN | N PAYMENT OF OR AS SECURITY FOR A
DEBT KNOWN BY THE TAKER TO BE THE PERSONAL DEBT OF THE FI DUCI ARY, (B)
TAKEN | N A TRANSACTI ON KNOAN BY THE TAKER TO BE FOR THE PERSONAL BENEFI T
OF THE FI DUCI 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.

(I1'1) IF AN INSTRUMENT IS [|SSUED BY THE REPRESENTED PERSON OR THE
FI DUCI ARY AS SUCH, AND MADE PAYABLE TO THE FIDUCI ARY PERSONALLY, THE
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TAKER DOES NOT HAVE NOTI CE OF THE BREACH OF FI DUCI 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
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 ACTI ON W TH RESPECT TO AN | NSTRUVENT, THE AUTHENTICI TY OF,
AND ~AUTHORITY TO MAKE, EACH S| GNATURE ON THE | NSTRUVENT |'S ADM TTED
UNLESS SPECI FI CALLY DENIED I N THE PLEADINGS. |F THE VALIDI TY OF A SI GNA-
TURE |'S DENI ED | N THE PLEADI NGS, THE BURDEN OF ESTABLI SHING VALIDITY 1S
ON THE PERSON CLAIM NG VALIDITY, BUT THE SI GNATURE |'S PRESUMED TO BE
AUTHENTI C AND AUTHORI ZED UNLESS THE ACTION IS TO ENFORCE THE LI ABI LI TY
OF THE PURPORTED SIGNER AND THE SI GNER |'S DEAD OR | NCOVPETENT AT THE
TIME OF TRIAL OF THE | SSUE OF VALI DI TY OF THE SI GNATURE. | F AN ACTI ON TO
ENFORCE THE | NSTRUMVENT | S BROUGHT AGAINST A PERSON AS THE UNDI SCLOSED
PRINCCPAL OF A PERSON WHO SIGNED THE | NSTRUMENT AS A PARTY TO THE
| NSTRUVENT, THE PLAINTIFF HAS THE BURDEN OF ESTABLISH NG THAT THE
DEFENDANT 1S LIABLE 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
COWPLI 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
| NSTRUMENT UNDER SECTI ON 3--301, UNLESS THE DEFENDANT PROVES A DEFENSE
OR CLAI M | N RECOUPMENT. |F A DEFENSE OR CLAI M I N RECOUPMENT |S PROVED,
THE RIGHT TO PAYMENT OF THE PLAINTIFF I'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 | NSTRUMENT |'S ENTI TLED TO ENFORCE
THE | NSTRUMENT | F:

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

(A) WAS ENTITLED TO ENFORCE THE | NSTRUVENT WHEN LOSS OF POSSESSI ON
OCCURRED; OR

(B) HAS DI RECTLY OR | NDI RECTLY ACQUI RED OMNERSHI P OF THE | NSTRUVENT
FROM A PERSON WHO WAS ENTI TLED TO ENFORCE THE | NSTRUVENT WHEN LOSS OF
POSSESSI 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 | NSTRUVENT
BECAUSE THE | NSTRUVENT WAS DESTROYED, | TS WHEREABOUTS CANNOT BE DETER-
MNED, 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.

(B) A PERSON SEEKI NG ENFORCEMENT OF AN | NSTRUVENT UNDER SUBSECTI ON ( A)
MUST PROVE THE TERVS OF THE | NSTRUVENT AND THE PERSON S RI GHT TO ENFORCE
THE | NSTRUMENT. | F THAT PROOF |'S MADE, SECTION 3--308 APPLIES TO THE
CASE AS |F THE PERSON SEEKI NG ENFORCEMENT HAD PRODUCED THE | NSTRUVMENT.
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
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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 VWH CH TAKEN.

(A) UNLESS OTHERW SE AGREED, | F A CERTIFI ED CHECK, CASH ER S CHECK, OR
TELLER S CHECK IS TAKEN FOR AN OBLI| GATI ON, THE OBLI GATI ON | S DI SCHARGED
TO THE SAME EXTENT DI SCHARGE WOULD RESULT | F AN AMOUNT OF MONEY EQUAL TO
THE AMOUNT OF THE | NSTRUMENT WERE TAKEN | N PAYMENT OF THE OBLI GATI ON.
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 | 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 IS 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 |IT 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 | NSTRUMENT.

(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
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CONCERNI NG DI SPUTED DEBTS, | NCLUDING 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 COVMUNI 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 CLAIMANT TENDERED
REPAYMENT OF THE AMOUNT OF THE | NSTRUMVENT TO THE PERSON AGAI NST WHOM THE
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 |'S DI SCHARGED | F THE PERSON AGAINST WHOM THE CLAIM IS
ASSERTED PROVES THAT W THI N A REASONABLE TI ME BEFORE COLLECTI ON OF THE
| NSTRUVENT WAS | NI TI ATED, THE CLAI MANT, OR AN AGENT OF THE CLAI MANT
HAVING DI RECT RESPONSIBILITY 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 CASHIER 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 CERTI FI ED
CHECK.

(2) "CLAI MANT" MEANS A PERSON WHO CLAIMS THE RIGHT TO RECEIVE THE
AMOUNT OF A CASHI ER S CHECK, TELLER S CHECK, OR CERTI FI ED CHECK THAT WAS
LOST, DESTROYED, OR STOLEN.

(3) "DECLARATION OF LOSS' MEANS A STATEMENT, MADE | N 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, (I11) 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 OBTAIN POSSESSION OF
THE CHECK BECAUSE THE CHECK WAS DESTROYED, | TS WHEREABOUTS CANNOT BE
DETERM NED, OR IT IS I N 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 CATION TO THE OBLI GATED BANK DESCRI BI NG THE CHECK W TH REASONABLE
CERTAI NTY AND REQUESTI NG PAYMENT OF THE AMOUNT OF THE CHECK, IF (1) THE
CLAI MANT |S THE DRAWER OR PAYEE OF A CERTI FI ED CHECK OR THE REM TTER OR
PAYEE OF A CASH ER 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 TI ME TO ACT ON | T BEFORE THE
CHECK |'S 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. | F A
CLAIM | S ASSERTED I N COMPLIANCE WTH THI'S SUBSECTION, THE FOLLON NG
RULES APPLY:

(1) THE CLAIM BECOVES ENFORCEABLE AT THE LATER OF (1) THE TIME THE
CLAI M IS ASSERTED, OR (I1) THE NI NETI ETH DAY FOLLON NG THE DATE OF THE
CHECK, |IN THE CASE OF A CASHI ER S CHECK OR TELLER S CHECK, OR THE NI NE-
TI ETH DAY FOLLON NG THE DATE OF THE ACCEPTANCE, I 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 -
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TLED TO ENFORCE THE CHECK DI SCHARGES ALL LI ABILITY OF THE OBLI GATED BANK
W TH RESPECT TO THE CHECK

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

(4) WHEN THE CLAIM 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 ENTITLED TO ENFORCE THE CHECK.
SUBJECT TO SECTION 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.

(© I F THE OBLI GATED BANK PAYS THE AMOUNT OF A. CHECK TO A CLAI MANT
UNDER SUBSECTION (B)(4) AND THE CHECK IS PRESENTED FOR PAYMENT BY A
PERSON HAVI NG RI GHTS OF A HOLDER I N DUE COURSE, THE CLAI MANT IS 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 GHTS 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 |'S ALSO A PERSON ENTI TLED TO ENFORCE A CASH ER S CHECK, TELLER S
CHECK, OR CERTIFIED CHECK VWHCH |S LOST, DESTROYED, OR STCOLEN, THE
CLAI MANT MAY ASSERT RI GHTS W TH RESPECT TO THE CHECK EI 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 LIABLE ON AN I NSTRUMENT UNLESS (1) THE PERSON
SI GNED THE | NSTRUMENT, 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 COF A DEVICE OR
MACHI NE, AND (2) BY THE USE OF ANY NAME, | NCLUDING 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 V\RI TI NG
SECTI ON 3--402. S| GNATURE BY REPRESENTATI VE.

(A) IF A PERSON ACTING OR PURPORTING TO ACT, AS A REPRESENTATI VE
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 | S THE " AUTHORI ZED S| GNATURE OF THE
REPRESENTED PERSON' AND THE REPRESENTED PERSON | S LI ABLE ON THE | NSTRU-
MENT, WHETHER OR NOT | DENTI FI ED I N THE | NSTRUMENT.

(B) IF A REPRESENTATIVE SIGNS THE NAME OF THE REPRESENTATI VE TO AN
I NSTRUVMENT 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 SI GNA-
TURE | S MADE ON BEHALF OF THE REPRESENTED PERSON WHO IS |IDENTIFIED 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 DCES
NOT SHOW UNAMBI GUOUSLY THAT THE SI GNATURE |S MADE |IN A REPRESENTATI VE
CAPACI TY OR (11) THE REPRESENTED PERSON IS NOT | DENTI FI ED I N THE | NSTRU-
MENT, THE REPRESENTATIVE IS LI ABLE ON THE | NSTRUMENT TO A HOLDER I N DUE
COURSE THAT TOOK THE | NSTRUVENT W THOUT NOTI CE THAT THE REPRESENTATI VE
WAS NOT |INTENDED TO BE LI ABLE ON THE | NSTRUMENT. W TH RESPECT TO ANY
OTHER PERSON, THE REPRESENTATI VE | S LI ABLE ON THE | NSTRUMENT UNLESS THE
REPRESENTATI VE PROVES THAT THE ORIG NAL PARTIES DI D NOT | NTEND THE
REPRESENTATI VE TO BE LI ABLE ON THE | NSTRUMENT.
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(O |F 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
| S PAYABLE FROM AN ACCOUNT OF THE REPRESENTED PERSON WHO |'S | DENTI FI ED
ON THE CHECK, THE SIGNER IS NOT LI ABLE ON THE CHECK | F THE SI GNATURE IS
AN AUTHORI ZED S| GNATURE OF THE REPRESENTED PERSON.

SECTI ON 3- - 403. UNAUTHORI ZED SI GNATURE.

(A) UNLESS OTHERW SE PROVIDED I N 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-
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 I F (1) IT IS 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 SUBSECTI ON (A) OR (B)
APPLI ES, | F A PERSON PAYI NG THE | NSTRUMENT 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 | NSTRUMVENT, 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 | NSTRUVENT
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
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THE EMPLOYER | S THE | SSUER, A FORCGED | NDORSEMENT PURPCRTI NG TO BE THAT
OF THE PERSON | DENTI FI ED AS PAYEE.

(3) "RESPONSIBILITY" WTH 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 BOCOKKEEPI NG PURPCSES, FOR
DEPCSI T TO AN ACCOUNT, OR FOR OTHER DI SPCSITION, (I11) TO PREPARE OR
PROCESS | NSTRUMENTS FOR ISSUE IN THE NAME OF THE EMPLOYER, (IV) TO
SUPPLY | NFORVATI ON DETERM NI NG THE NAMES OR ADDRESSES OF PAYEES OF
| 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 NAMVE 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 NAME 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 IS MADE I N 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
I 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 S| GNATURE OR ALTER-
ATI ON OF | NSTRUVMENT.

(A) A PERSON WHOSE FAI LURE TO EXERCI SE ORDI NARY CARE SUBSTANTI ALLY
CONTRI BUTES 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 PRECLUSION. 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' MEANS (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.
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(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 | S 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 IT FOR VALUE, I N GOOD FAI TH AND W THOUT NOTI CE OF THE
ALTERATI ON, MAY ENFORCE RIGATS WTH RESPECT TO THE |INSTRUMENT (1)
ACCORDING TO ITS ORIA@NAL TERMS5, OR (2) IN THE CASE OF AN | NCOWLETE
| NSTRUMVENT 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 DOES NOT OF | TSELF OPERATE AS AN ASSI GNMENT OF
FUNDS IN THE HANDS OF THE DRAVEE AVAI LABLE FOR I 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; CERTIFI ED CHECK

(A) "ACCEPTANCE" MEANS THE DRAVEE' S S| GNED AGREEMENT TO PAY A DRAFT AS
PRESENTED. |I'T MJUST BE WRITTEN ON THE DRAFT AND MAY CONSIST OF THE
DRAVEE' S SI GNATURE ALONE. ACCEPTANCE MAY BE MADE AT ANY TI ME AND
BECOVES EFFECTI VE WHEN NOTI FI CATI ON PURSUANT TO I NSTRUCTI ONS IS @ VEN OR
THE ACCEPTED DRAFT | S DELI VERED FOR THE PURPCSE OF G VING RIGHTS ON  THE
ACCEPTANCE TO ANY PERSON.

(B) A DRAFT NMAY BE ACCEPTED ALTHOUGH I T HAS NOT BEEN SI GNED 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 I N GOOD FAI TH.

(D) "CERTIFI ED CHECK" MEANS A CHECK ACCEPTED BY THE BANK ON WHICH I T
IS DRAWN. ACCEPTANCE MAY BE MADE AS STATED I N SUBSECTION (A) OR BY A
VRI TI NG ON THE CHECK WHI CH | NDI CATES THAT THE CHECK |S CERTIFIED. 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 DRAWEE' 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.

(© |IF THE HOLDER ASSENTS TO AN ACCEPTANCE VARYI NG THE TERMS COF 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 SECTION, "OBLI GATED BANK" MEANS THE ACCEPTCOR OF A CERTI -
FI ED CHECK OR THE | SSUER OF A CASH ER S CHECK OR TELLER S CHECK BOUGHT
FROM THE | SSUER.

(B) IF 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 SHONORED TELLER S CHECK, THE PERSON ASSERTI NG THE
RI GHT TO ENFORCE THE CHECK | S ENTI TLED TO COVPENSATI ON FOR EXPENSES AND
LCSS OF | NTEREST RESULTI NG FROM THE NONPAYMENT AND MAY RECOVER CONSE-
QUENTI AL DAMAGES | F THE OBLI GATED BANK REFUSES TO PAY AFTER RECElI VI NG
NOTI CE OF PARTI CULAR Cl RCUMSTANCES G VI NG RI SE TO THE DAMAGES.

(© EXPENSES OR CONSEQUENTI AL DAMAGES UNDER SUBSECTI ON (B) ARE NOT
RECOVERABLE | F THE REFUSAL OF THE OBLI GATED BANK TO PAY OCCURS BECAUSE
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(1) THE BANK SUSPENDS PAYMENTS, (2) THE OBLI GATED BANK ASSERTS A CLAI M
OR DEFENSE OF THE BANK THAT I T HAS REASONABLE GROUNDS TO BELIEVE IS
AVAI LABLE AGAI NST THE PERSON ENTI TLED TO ENFORCE THE | NSTRUMVENT, (3) THE
OBLI GATED BANK HAS A REASONABLE DOUBT WHETHER THE PERSON DEMANDI NG
PAYMENT |'S THE PERSON ENTI TLED TO ENFORCE THE | NSTRUMENT, OR (4) PAYMENT
| S PROHI Bl TED BY LAW

SECTI ON 3--412. OBLI GATI ON OF | SSUER OF NOTE OR CASHI ER S CHECK.

THE | SSUER OF A NOTE OR CASHI ER S CHECK OR OTHER DRAFT DRAWN ON THE
DRAVER |S OBLIGED TO PAY THE | NSTRUMVENT (1) ACCORDI NG TO | TS TERVS AT
THE TIME I T WAS | SSUED OR, | F NOT | SSUED, AT THE TIME I T FI RST CAME | NTO
POSSESSI ON OF A HOLDER, OR (2) IF THE ISSUER SIGNED AN | NCOVPLETE
| NSTRUVENT, ACCORDI NG TO | TS TERVMS WHEN COVPLETED, TO THE EXTENT STATED
I N SECTI ONS 3--115 AND 3--407. THE OBLI GATION | S OAED TO A PERSON ENTI -
TLED TO ENFORCE THE | NSTRUMENT OR TO AN | NDORSER WWHO 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 I TS TERMB AT THE TIME | 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 DRAVWER OR AN
| NDORSER WHO PAI D THE DRAFT UNDER SECTI ON 3--414 OR 3- - 415,

(B) |F THE CERTI FI CATION 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 -
GATION OF THE ACCEPTOR |'S THE AMOUNT OF THE | NSTRUVENT AT THE TIME IT
WAS TAKEN BY THE HOLDER | N DUE COURSE.

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

(A) TH' S SECTI ON 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 I T WAS | SSUED OR | F
NOT | SSUED, AT THE TIME I T FIRST CAME | NTO POSSESSION OF A HOLDER, OR
(2) |F THE DRAWER SIGNED AN | NCOWPLETE | NSTRUVENT, ACCORDI NG TO | TS
TERMS 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 DRAFT
OR TO AN | NDORSER WHO PAI D THE DRAFT UNDER SECTI ON 3- - 415.

(O IF A DRAFT IS ACCEPTED BY A BANK, THE DRAVER | S DI SCHARGED,
REGARDLESS OF WHEN OR BY WHOM ACCEPTANCE WAS OBTAI NED.

(D) |F A DRAFT |'S ACCEPTED AND THE ACCEPTOR |S NOT A BANK, THE OBLI -
GATION OF THE DRAWER TO PAY THE DRAFT | F THE DRAFT IS DI SHONORED BY THE
ACCEPTOR |'S THE SAME AS THE OBLI GATION 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
DISCLAIMS LIABILITY OF THE DRAVER TO PAY THE DRAFT, THE DRAVER | S NOT
LI ABLE UNDER SUBSECTI ON (B) TO PAY THE DRAFT |F THE DRAFT IS NOT A
CHECK. A DISCLAIMER OF THE LIABILITY STATED I N SUBSECTION (B) IS NOT
EFFECTI VE | F THE DRAFT | S A CHECK.

(F) IF (1) A CHECK |'S NOT PRESENTED FOR PAYMENT OR G VEN TO A DEPCSI -
TARY BANK FOR COLLECTION WTHIN THI RTY DAYS AFTER | TS DATE, (2) THE
DRAVEE SUSPENDS PAYMENTS AFTER EXPI RATI ON OF THE THI RTY- DAY PERI 0D W TH
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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
THE AMOUNT DUE ON THE | NSTRUMENT (1) ACCORDING TO THE TERMB OF THE
| NSTRUVENT AT THE TIME | T WAS | NDORSED, OR (2) |F THE | NDORSER | NDORSED
AN | NCOVPLETE | NSTRUVENT, ACCORDI NG TO | TS TERMS 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 | NSTRUMENT OR TO A
SUBSEQUENT | NDORSER WHO PAI D THE | NSTRUVENT UNDER THI' S SECTI ON.

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

(O IF NOTICE OF DI SHONOR OF AN | NSTRUMVENT |'S REQUI RED BY SECTI ON
3--503 AND NOTI CE OF DI SHONOR COMPLYI NG W TH THAT SECTION IS NOT G VEN
TO AN |NDORSER ~ THE LIABILITY OF THE | NDORSER UNDER SUBSECTION (A) IS
DI SCHARGED.

(D) |F A DRAFT |'S 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 | NDORSER OF A CHECK |'S LI ABLE UNDER SUBSECTION (A) AND THE
CHECK IS NOT PRESENTED FOR PAYMENT, OR G VEN TO A DEPOSI TARY BANK FOR
COLLECTI ON, W THI N THI 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 | NSTRUVENT FOR CONSI DERATI ON WARRANTS TO
THE TRANSFEREE AND, | F THE TRANSFER |'S BY | NDORSEMENT, TO ANY SUBSEQUENT
TRANSFEREE THAT:

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

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

(3) THE | NSTRUVENT HAS NOT BEEN ALTERED;

(4) THE | NSTRUVENT |'S NOT SUBJECT TO A DEFENSE OR CLAI M | N RECOUPNMENT
OF ANY PARTY WHI CH CAN BE ASSERTED AGAI NST THE WARRANTOR:

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

(6) W TH 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 | S DRAWK.

(B) A PERSON TO WHOM THE WARRANTI ES UNDER SUBSECTI ON (A) ARE MADE AND
WHO ~ TOOK THE | NSTRUVENT | N 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, BUT NOT MORE THAN THE AMOUNT OF THE | NSTRUVENT
PLUS EXPENSES AND LOSS OF | NTEREST | NCURRED AS A RESULT OF THE BREACH.

(C) 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 |[S
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 LI ABILITY
OF THE WARRANTOR UNDER SUBSECTI ON (B) IS DI SCHARGED TO THE EXTENT OF ANY
LOSS CAUSED BY THE DELAY IN G VI NG 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.
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SECTI ON 3--417. 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, (1) THE PERSON
OBTAI NI 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 NMAKI NG PAYMENT OR ACCEPTI NG THE DRAFT I 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,;

(1) THE DRAFT HAS NOT BEEN ALTERED;

(1'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 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, 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 TH 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 [N 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.
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(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 DRAWEE 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, NAY
REVOKE THE ACCEPTANCE. RI GHTS OF THE DRAVWEE UNDER TH' S SUBSECTI ON ARE
NOT AFFECTED BY FAILURE OF THE DRAWEE TO EXERCI SE ORDI NARY CARE I N
PAYI NG OR ACCEPTI NG THE DRAFT.

(B) EXCEPT AS PROVIDED IN SUBSECTION (C), IF AN |NSTRUMENT HAS BEEN
PAID OR ACCEPTED BY M STAKE AND THE CASE IS NOI' COVERED BY SUBSECTI ON
(A), THE PERSON PAYI NG OR 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 VWHOSE 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 | NSTRUVENT | N GOCD 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 SHONCRED, 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) IF AN INSTRUMENT IS | SSUED FOR VALUE G VEN FOR THE BENEFI T OF A
PARTY TO THE | NSTRUMENT (" ACCOVMODATED PARTY") AND ANOTHER PARTY TO THE
| NSTRUVENT (" ACCOMMODATI ON PARTY") SIGNS THE | NSTRUVENT FOR THE PURPOSE
OF I NCURRI NG LI ABI LI TY ON THE | NSTRUVENT 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 ACCOVMODATI ON PARTY MAY SI GN THE | NSTRUVENT AS MAKER, DRAVER,
ACCEPTOR, OR | NDORSER AND, SUBJECT TO SUBSECTION (D), IS OBLIGED TO PAY
THE | NSTRUMENT [N THE CAPACITY I N VWH 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 ACCOMMODATI ON PARTY
RECEI VES CONSI DERATI ON FOR THE ACCOMMODATI ON.

(© A PERSON SI GNI NG AN I NSTRUMENT | S PRESUMED TO BE AN ACCOMMODATI ON
PARTY AND THERE | S NOTI CE THAT THE INSTRUMENT |S SIGNED FOR ACCOVMO-
DATION | F THE SI GNATURE IS AN ANOVALQUS | NDORSEMENT OR IS ACCOWPANI 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 | NSTRUMENT. EXCEPT AS
PROVI DED | N SECTI ON 3--605, THE OBLI GATI ON OF AN ACCOMMODATI 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 | NSTRUVENT WAS TAKEN BY THAT PERSON
THAT THE ACCOVMODATI ON PARTY SI GNED THE | NSTRUMVENT FOR ACCOVMODATI ON.

(D) IF THE SIGNATURE OF A PARTY TO AN | NSTRUMENT |'S ACCOVPANI 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 AGAINST THE OTHER PARTY HAS BEEN RETURNED UNSATI SFI ED, (2) THE
OTHER PARTY IS I NSOLVENT OR I N AN I NSOLVENCY PROCEEDI NG, (3) THE OTHER
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PARTY CANNOT BE SERVED WTH PROCESS, OR (4) IT IS OTHERW SE 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
TO THE ACCOVWODATED PARTY BY THE PERSON ENTI TLED TO ENFORCE THE | NSTRU-
IVENT.

(F) AN ACCOVMODATI ON PARTY WHO PAYS THE | NSTRUMENT | 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 Cl RCUMSTANCES, AN
ACCOVMODATI ON  PARTY NMAY 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 I S
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 I 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 NMAY 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 FOLLONNG 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,
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REASONABLE EVI DENCE OF AUTHORITY TO DO SO, AND (I11) SIGN A RECEI PT ON
THE | NSTRUMENT FOR ANY PAYMENT MADE OR SURRENDER THE | NSTRUMENT | F FULL
PAYMENT | S MADE.

(3) W THOUT DI SHONORI NG THE | NSTRUMVENT, THE PARTY TO WHOM PRESENTMENT
| S MADE MAY (1) RETURN THE | NSTRUMENT FOR LACK OF A NECESSARY | NDORSE-
MENT, OR (I1) REFUSE PAYMENT OR ACCEPTANCE FOR FAI LURE OF THE PRESENT-
MENT TO COMPLY W TH THE TERVS OF THE | NSTRUMENT, AN AGREEMENT OF THE
PARTI ES, OR OTHER APPLI CABLE LAW OR RULE.

(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 | 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 VHI 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 |

PRESENTMENT FOR PAYMENT |S DULY MADE TO THE ACCEPTOR AND PAYMENT IS NOT

F
S
F
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MADE ON THE DAY I T BECOVES PAYABLE OR THE DAY OF PRESENTMENT, WH CHEVER
I S LATER

(E) I'N ANY CASE I 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 |INSTRUVENT 1S NOT DULY
ACCEPTED OR PAI D.

(F) IF A DRAFT IS DI SHONORED BECAUSE TI MELY ACCEPTANCE OF THE DRAFT
WAS NOT' MADE AND THE PERSON ENTI TLED TO DEMAND ACCEPTANCE CONSENTS TO A
LATE ACCEPTANCE, FROM THE TIME 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 GATION OF A DRAWER STATED I N SECTI ON 3--414(D) MAY NOT BE ENFORCED
UNLESS (1) THE | NDORSER OR DRAWER IS G VEN NOTICE OF DISHONOR OF THE
| NSTRUMENT COWPLYING WTH THIS SECTION OR (2) NOTICE OF DI SHONOR I S
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 I F I'T REASONABLY | DENTI FI ES THE | NSTRU-
MENT AND | NDI CATES THAT THE | NSTRUMENT HAS BEEN DI SHONCRED OR HAS NOT
BEEN PAID OR ACCEPTED. RETURN OF AN I NSTRUMENT G VEN TO A BANK FOR
COLLECTI ON I S SUFFI CI ENT NOTI CE OF DI SHONOR.

(© SUBJECT TO SECTION 3--504(C), WTH RESPECT TO AN | NSTRUVENT TAKEN
FOR COLLECTION BY A COLLECTI NG BANK, NOTICE OF DI SHONCR MJUST BE G VEN
(1) BY THE BANK BEFORE M DNI GHT OF THE NEXT BANKI NG DAY FOLLOAN 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 MJUST BE G VEN WTHI 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 | 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 OBLIGATION TO PAY THE I NSTRUMENT OR IS DEAD OR | N | NSOLVENCY
PROCEEDI NGS, (3) BY THE TERMS OF THE |NSTRUMENT PRESENTMENT 1S NOT
NECESSARY TO ENFORCE THE OBLI GATI ON OF | NDORSERS OR THE DRAVER, (4) THE
DRAVER OR | NDORSER WHOSE OBLIGATION |S BEING ENFORCED HAS WAIVED
PRESENTMENT OR OIHERW SE HAS NO REASON TO EXPECT OR RI GHT TO REQUI RE
THAT THE | NSTRUVENT BE PAI D OR ACCEPTED, OR (5) THE DRAWER | NSTRUCTED
THE DRAWEE NOT TO PAY OR ACCEPT THE DRAFT OR THE DRAVEE WAS NOT OBLI -
GATED TO THE DRAVWER TO PAY THE DRAFT.

(B) NOTICE OF DISHONOR IS EXCUSED I F (1) BY THE TERVM5 OF THE | NSTRU
MENT NOTI CE OF DI SHONOR |'S NOT' NECESSARY TO ENFORCE THE OBLI GATI ON OF A
PARTY TO PAY THE | NSTRUMENT, OR (2) THE PARTY WHOSE OBLI GATION IS BEI NG
ENFORCED WAIVED NOTICE OF DI SHONOR. A WAI VER OF PRESENTMENT | S ALSO A
WAl VER OF NOTI CE OF DI SHONOR.

(© DELAY IN G VING NOTICE OF DISHONOR | S EXCUSED | F THE DELAY WAS
CAUSED BY Cl RCUMSTANCES BEYOND THE CONTROL OF THE PERSON G VI NG 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 PROVIDED IN SUBSECTION (B) WH CH
PURPORTS TO BE A PROTEST;
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(2) A PURPORTED STAMP OR WRITING OF THE DRAVEE, PAYCR BANK, OR
PRESENTI NG BANK ON OR ACCOMPANYI NG THE | NSTRUVENT STATING 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 BOOK OR RECORD OF THE DRAVEE, PAYOR BANK, OR COLLECTI NG BANK,
KEPT I N THE USUAL COURSE OF BUSI NESS WH CH SHOWS DI SHONOR, EVEN | F THERE
|' S NO EVI DENCE OF WHO MADE THE ENTRY.

(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
| DENTI FY THE | NSTRUVENT AND CERTI FY El THER THAT PRESENTMENT HAS BEEN
MADE OR |F NOT MADE, THE REASON WHY | T WAS NOT MADE, AND THAT THE
| NSTRUVENT 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 SOVE
OR ALL PARTI ES.

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

(A) THE OBLI GATI ON OF A PARTY TO PAY THE | NSTRUMENT IS DI SCHARGED AS
STATED IN THI'S ARTICLE OR BY AN ACT OR AGREEMENT W TH 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 EFFECTIVE AGAI NST A
PERSON ACQURING RIGHTS OF A HOLDER | N DUE COURSE OF THE | NSTRUVENT
W THOUT NOTI CE OF THE DI SCHARGE.

SECTI ON 3- - 602. PAYNMENT.

(A) SUBJECT TO SUBSECTI ON (E), AN INSTRUMENT IS PAID TO THE EXTENT
PAYMENT |S MADE BY OR ON BEHALF OF A PARTY OBLI GED 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 ENTI TLED TO ENFORCE THE NOTE ONLY IF AT THE TIME OF THE
PAYMENT THE PARTY OBLI GED TO PAY HAS NOT RECEI VED ADEQUATE NOTI FI CATI ON
THAT THE NOTE HAS BEEN TRANSFERRED AND THAT PAYMENT |'S TO BE MADE TO THE
TRANSFEREE. A NOTI FI CATION |'S ADEQUATE ONLY IF IT IS SIGNED BY THE
TRANSFEROR OR THE TRANSFEREE, REASONABLY | DENTI FI ES 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 W TH THE
REQUEST, A PAYMENT TO THE PERSON THAT FORMERLY WAS ENTI TLED TO ENFORCE
THE NOTE |S EFFECTI VE FOR PURPOSES OF SUBSECTI ON (C) EVEN | F THE PARTY
OBLI GED TO PAY THE NOTE HAS RECEI VED A NOTI FI CATION 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 RI GHTS I N THE | NSTRUVENT DI RECTLY OR | NDI RECTLY FROM A TRANS-
FEREE, INCLUDING ANY SUCH PARTY THAT HAS RIGHTS AS A HOLDER | N DUE
COURSE, |'S DEEMED TO HAVE NOTI CE OF ANY PAYMENT THAT IS 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 RECEI VES 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:
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(1) A CLAIM TO THE | NSTRUMENT UNDER SECTI ON 3--306 | S ENFORCEABLE
AGAI NST THE PARTY RECEI VI NG PAYMENT AND (1) PAYMENT IS MADE WTH KNOW
LEDGE BY THE PAYOR THAT PAYMENT | S PRCHI Bl TED BY | NJUNCTI ON OR SI M LAR
PROCESS OF A COURT OF COVPETENT JURI SDICTION, OR (Il) IN THE CASE OF AN
I NSTRUMENT OTHER THAN A CASH ER S CHECK, TELLER S CHECK, OR CERTIFI ED
CHECK, THE PARTY NMAKI NG PAYMENT ACCEPTED, FROM THE PERSON HAVI NG A CLAI M
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
| NSTRUVENT 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 LOG 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
I 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 GORS.

(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 ANOCTHER 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



Co~NOoOUIT~hWNE

S. 4608 31

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 RI GHT TO ENFORCE THE | NSTRUMVENT
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 | NSTRUVMENT 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 |INSTRUMENT 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.
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(D) IF THE OBLI GATION OF A PRI NCI PAL OBLI GOR | S SECURED BY AN | NTEREST
| 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
| NSTRUVENT | MPAIRS 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 | NTEREST I N COLLATERAL IS |IMPAIRED TO THE
EXTENT THE VALUE OF THE | NTEREST | S REDUCED TO AN AMOUNT LESS THAN THE
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, | MPAIRING 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.

EXCEPT AS OTHERW SE PROVI DED | N SUBSECTION (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 2. Aticle 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
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GENERAL PROVI SI ONS AND DEFI NI TI ONS
PART 1
SECTI ON 4--101. SHORT TI TLE.

TH'S ARTICLE MAY BE C TED AS UN FORM COMVERCI AL CODE- - BANK DEPCSI TS
AND COLLECTI ONS.

SECTI ON 4--102. APPLI CABI LI TY.

(A) TO THE EXTENT THAT I TEMS WTH N TH S ARTI CLE ARE ALSO W THI N ARTI -
CLES 3 AND 8, THEY ARE SUBJECT TO THOSE ARTICLES. |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 DANAGES; 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 OCRDI -
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 D 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 NGS, 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;
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(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 IS AN ORDER;

(8) "DRAWEE' MEANS A PERSON ORDERED I N A DRAFT TO MAKE PAYMENT;

(9) "ITEM MEANS AN | NSTRUVENT 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 DN GHT DEADLINE" WTH RESPECT TO A BANK IS MDNIGHT ON I TS
NEXT BANKI NG DAY FOLLOW NG THE BANKING DAY ON VWHICH |IT RECEIVES THE
RELEVANT |ITEM OR NOIICE OR FROM VWHCH THE TIM FOR TAKI NG ACTI ON
COMVENCES TO RUN, VWH CHEVER | S LATER;

(11) "SETTLE" MEANS TO PAY I N CASH, BY CLEARI NG HOUSE SETTLEMENT, IN A
CHARCGE OR CREDIT 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 TI ES, THAT A PUBLI C 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 DEFI NI TI ONS APPLYING TO THIS ARTICLE AND THE SECTIONS |IN
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' ... ... .. o o SECTI ON 3--103.
"TELLER S CHECK" . ... . . SECTI ON 3--104.
"UNAUTHORI ZED SI GNATURE" .. .. ... . . e SECTI ON 3--403.

(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 4--105. DEFI NI TIONS OF TYPES OF BANKS.



Co~NOoOUIT~hWNE

S. 4608 35

IN TH' S ARTI CLE:

(A) [ RESERVED]

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

(C) "PAYOR BANK' MEANS A BANK THAT |'S THE DRAVEE OF A DRAFT;

D) "I NTERVEDI ARY BANK' MEANS A BANK TO WHI CH AN I TEM |S TRANSFERRED
I 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 PAYCR
BANK.

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

(A) |F AN ITEM STATES THAT I T IS "PAYABLE THROUGH' A BANK | DENTI FI ED
IN THE I TEM (1) THE | TEM DESI GNATES THE BANK AS A COLLECTING 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 IT I'S "PAYABLE AT" A BANK | DENTI FIED I N THE
I TEM THE I TEM IS EQU VALENT TO A DRAFT DRAWN ON THE BANK.

(C) IF A DRAFT NAVES A NONBANK DRAVEE AND | T |'S UNCLEAR WHETHER A BANK
NAVED | N THE DRAFT |'S A CO DRAVEE OR A COLLECTING 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
PURPCSE OF COMPUTI 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 I 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 |TEMS AND THE MAKING OF
ENTRI ES ON | TS BOOKS.

(B) AN ITEM OR DEPCSI T OF MONEY RECEI 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 | 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 THIS ACT
FOR A PERI OD NOT EXCEEDI NG TWD ADDI TI ONAL BANKI NG DAYS W THOUT DI SCHARGE
OF DRAVWERS OR | NDORSERS OR LI ABI LI TY 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 TH' 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 RCUMSTANCES BEYOND THE CONTROL OF THE
BANK, AND (2) THE BANK EXERCI SES SUCH DI LI GENCE AS THE Cl RCUMSTANCES
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 SSI ON OF AN
IMMGE OF AN ITEM OR |NFORMATION DESCRIBING THE | TEM (" PRESENTMENT
NOTI CE") RATHER THAN DELIVERY OF THE |TEM |TSELF. THE AGREEMENT MAY
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PROVI DE FOR PROCEDURES GOVERNI NG RETENTION, PRESENTMENT, PAYMENT,
DI SHONOR, AND OTHER MATTERS CONCERNI NG | TEM5S SUBJECT TO THE AGREEMENT.

(B) PRESENTMENT OF AN | TEM PURSUANT TO AN AGREEMENT FOR PRESENTMENT | S
MADE WHEN THE PRESENTMENT NOTI CE | S RECEI VED.

(© |IF PRESENTMENT IS MADE BY PRESENTMENT NOTI CE, A REFERENCE TO
"I'TEM 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
I NDORSED " PAY ANY BANK".

(A)  UNLESS A CONTRARY | NTENT CLEARLY APPEARS AND BEFORE THE TI ME THAT
A SETTLEMENT G VEN BY A COLLECTI NG BANK FOR AN | TEM IS OR BECOMVES 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 I 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 I'S 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.
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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
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 ITEM OTHER THAN DOCUMENTARY DRAFTS TO A NONBANK PAYOR, | F
AUTHORI ZED BY FEDERAL RESERVE REGULATI ON OR OPERATI NG Cl RCULAR, CLEAR-
I NG HOUSE RULE, OR THE LI KE.

(© PRESENTMENT MAY 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 DEPCSI TARY BANK BECOMES A HOLDER OF THE ITEM AT THE TIME |IT
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 SECTI ON 3--302, I|IT
'S A HOLDER | N DUE COURSE;, AND

(B) THE DEPCSI TARY BANK WARRANTS TO COLLECTI NG BANKS, THE PAYOR BANK
OR OITHER PAYOR, AND THE DRAVWER THAT THE AMOUNT OF THE | 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 TRANSFEROR BANK IS 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 CONSI 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 IS NOTI' SUBJECT TO A DEFENSE OR CLAI M I N RECOUPMENT
(SECTI ON 3--305(A)) OF ANY PARTY THAT CAN BE ASSERTED AGAINST THE
WARRANTOR;

(5 THE WARRANTOR HAS NO KNONEDGE OF ANY | NSOLVENCY PROCEEDI NG
COMVENCED W TH RESPECT TO THE MAKER OR ACCEPTOR OR, IN THE CASE OF AN
UNACCEPTED DRAFT, THE DRAVER;, AND

(6) WTH RESPECT TO ANY REMOTELY-CREATED CONSUMER | TEM THAT THE
PERSON ON VWHOSE ACCOUNT THE I 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 CUSTOMER OR COLLECTING BANK TRANS-
FERRING THE |TEM AND RECElIVING SETTLEMENT OR OTHER CONS|I DERATION I S
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 | TS TERMS WHEN COVPLETED AS STATED I[N
SECTIONS 3--115 AND 3--407. THE OBLI GATI ON OF A TRANSFEROR IS ONED TO
THE TRANSFEREE AND TO ANY SUBSEQUENT COLLECTI NG BANK THAT TAKES THE | TEM
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N GOOD FAI TH. A TRANSFERCR CANNOT DI SCLAIM TS OBLI GATION UNDER THI S
SUBSECTI ON  BY AN | NDORSEMENT STATI NG THAT IT IS MADE "W THOUT RECOURSE"
OR OTHERW SE DI SCLAI M NG LI ABI LI TY.

(© A PERSON TO WHOM THE WARRANTI ES UNDER SUBSECTI ON (A) ARE MADE AND
WHO TOOK THE I TEMIN GOOCD 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 I N SUBSECTI ON (A) CANNOT BE DI SCLAIMED W TH
RESPECT TO CHECKS. UNLESS NOTICE OF A CLAIM FOR BREACH OF WARRANTY | S
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 WARRANTCOR, THE WARRANTOR
I S DI SCHARGED TO THE EXTENT OF ANY LOSS CAUSED BY THE DELAY [IN G VING
NOTlI CE OF THE CLAI M

(E) 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--208. 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 (11) 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 TIME THE WARRANTOR TRANSFERRED
THE DRAFT, A PERSON ENTITLED 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 |ITEM 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 WARRANTCR DAMAGES FOR
BREACH OF WARRANTY EQUAL TO THE AMOUNT PAID BY THE DRAWEE LESS THE
AMOUNT THE DRAWEE RECEIVED OR IS ENTI TLED TO RECElI VE FROM THE DRAVER
BECAUSE OF THE PAYMENT. I N ADDI TI ON, THE DRAWEE IS ENTI TLED TO COVPEN-
SATI ON  FOR EXPENSES AND LCSS OF | NTEREST RESULTI NG FROM THE BREACH. THE
RI GHT OF THE DRAVEE TO RECOVER DAMAGES UNDER THI'S SUBSECTION IS NOT
AFFECTED BY ANY FAILURE O THE DRAVEE TO EXERCI SE ORDI NARY CARE | N
MAKI NG PAYMENT. | F THE DRAVEE 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 WTH RESPECT TO THE DRAFT, THE ACCEPTOR | S ENTI TLED TO
RECOVER FROM A WARRANTOR FOR BREACH OF WARRANTY THE AMOUNTS STATED IN
TH' 'S SUBSECTI ON.

(©O IF A DRAVWEE ASSERTS A CLAIM FOR BREACH OF WARRANTY UNDER
SUBSECTI ON (A) BASED ON AN UNAUTHCRI ZED | NDORSEMENT OF THE DRAFT OR AN
ALTERATION OF THE DRAFT, THE WARRANTOR 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 SECTI ON 3--406 OR 4--406 FROM ASSERTI NG AGAINST THE
DRAVEE THE UNAUTHORI ZED | NDORSEMENT OR ALTERATI ON.

(D) IF (1) A D SHONCRED DRAFT IS PRESENTED FOR PAYMENT TO THE DRAVEER
OR AN I NDORSER OR (I1) ANY OTHER ITEM IS PRESENTED FOR PAYMENT TO A
PARTY OBLI GED TO PAY THE ITEM AND THE | TEM I S PAI D, THE PERSON OBTAI N-
I NG PAYMENT AND A PRI OR TRANSFEROR OF THE | TEM WARRANT TO THE PERSON
MAKI NG PAYMENT | N GOOD FAI TH THAT THE WARRANTOR | S, OR WAS, AT THE TI ME
THE WARRANTOR TRANSFERRED THE | TEM A PERSON ENTITLED TO ENFORCE THE
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I TEM OR AUTHORI ZED TO OBTAI N PAYMENT ON BEHALF OF A PERSON ENTI TLED TO
ENFORCE THE I TEM  THE PERSON MAKING PAYMENT MAY RECOVER FROM ANY
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 | 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) I|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 SECURI TY [INTEREST HAS PRI ORI TY OVER CONFLI CTI NG PERFECTED
SECURI TY | NTERESTS I N THE | TEM ACCOMPANYI NG DOCUMENTS, OR PROCEEDS.
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SECTI ON 4--211. WHEN BANK G VES VALUE FOR PURPOSES OF HOLDER | N DUE
COURSE.

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 NOTI CE OF | TEM NOT' PAYABLE BY, THROUGH,
OR AT BANK; LIABILITY OF DRAVER OR | NDORSER.

(A) UNLESS OTHERW SE | NSTRUCTED, A COLLECTI NG BANK MAY PRESENT AN | TEM
NOT  PAYABLE BY, THROUGH, OR AT A BANK BY SENDI NG TO THE PARTY TO ACCEPT
OR PAY A RECORD PROVI DI NG NOTI CE 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 IS DUE, AND THE BANK MJUST MEET ANY
REQUI REMENT OF THE PARTY TO ACCEPT OR PAY UNDER SECTION 3--501 BY THE
CLCSE OF THE BANK' S NEXT BANKI NG DAY AFTER | T KNOAS OF THE REQUI REMENT.

(B) |IF PRESENTMENT IS MADE BY NOTICE AND PAYMENT, ACCEPTANCE, OR
REQUEST FOR COVPLI ANCE W TH A REQUI REMENT UNDER SECTION 3--501 IS NOT
RECEI VED BY THE CLOSE OF BUSI NESS ON THE DAY AFTER MATURITY OR, I N THE
CASE OF DEMAND | TEMS, 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 DRAWER OR | NDORSER BY SENDI NG I T NOTI CE 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 MEDIUM AND TIME OF
SETTLEMENT MAY BE PRESCRI BED BY FEDERAL RESERVE REGULATI ONS OR Cl RCU-
LARS, CLEARI NG HOUSE RULES, AND THE LIKE, OR BY AGREEMENT. |IN THE
ABSENCE OF SUCH PRESCRI PTI ON:

(1) THE WMEDIUM OF SETTLEMENT |S CASH OR CREDIT TO AN ACCOUNT IN A
FEDERAL RESERVE BANK OF, OR SPECI FI ED BY, THE PERSON TO RECElI 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''l)y WTH RESPECT TO TENDER OF SETTLEMENT BY A CREDIT OR DEBIT TO AN
ACCOUNT IN A BANK, WHEN THE CREDIT OR DEBIT IS MADE OR, I N 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

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

(B) I'F THE TENDER OF SETTLEMENT IS 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 UNTIL THE TENDER OF SETTLEMENT | S ACCEPTED BY THE
PERSON RECEI VI NG SETTLEMENT.

(© I F SETTLEMENT FOR AN ITEM 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 COLLECTI ON, SETTLEMENT | S FI NAL
WHEN THE CHECK IS FI NALLY PAID; OR

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

(D) I'F SETTLEMENT FOR AN ITEM IS MADE BY AVING AUTHORITY TO CHARGE
THE ACCOUNT OF THE BANK G VI NG SETTLEMENT IN THE BANK RECEI VI NG SETTLE-
MENT, SETTLEMENT IS FI NAL WHEN THE CHARGE | S MADE BY THE BANK RECEI VI NG
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SETTLEMENT, | F THERE ARE FUNDS AVAI LABLE | N THE ACCOUNT FOR THE AMOUNT

OF THE | TEM

SECTI ON 4--214. RIGHT OF CHARGE- BACK OR REFUND; LI ABILITY OF COLLECTI NG
BANK; RETURN OF | TEM

(A) IF A COLLECTI NG BANK HAS MADE PROVI SIONAL SETTLEMENT WTH ITS
CUSTOVER FOR AN |ITEM AND FAILS BY REASON OF DI SHONOR, SUSPENSI ON OF
PAYMENTS BY A BANK, OR OTHERW SE, TO RECEIVE SETTLEMENT FOR THE | TEM
VHCH IS OR BECOVES FI NAL, THE BANK MAY REVOKE THE SETTLEMENT G VEN BY
| T, CHARGE BACK THE AMOUNT OF ANY CREDIT G VEN FOR THE ITEM TO ITS
CUSTOVER S ACCOUNT, OR OBTAIN REFUND FROM I TS CUSTOMER, WHETHER OR NOT
ITI1S ABLE TO RETURN THE ITEM |F BY ITS M DNl GHT DEADLINE, OR WTHI N A
LONGER REASONABLE TI ME AFTER | T LEARNS THE FACTS, |I'T RETURNS THE | TEM OR
SENDS NOTI FICATION OF THE FACTS. | F THE RETURN OR NOTI CE | 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
CREDIT, OR OBTAIN REFUND FROMITS CUSTOVER, BUT IT IS LI ABLE FOR ANY
LCSS RESULTI NG FROM THE DELAY. THESE RI GHTS TO REVOKE, CHARGE BACK, AND
OBTAIN REFUND TERM NATE | F AND VHEN A SETTLEMENT FOR THE | TEM RECEI VED
BY THE BANK | S OR BECOVES FI NAL.

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

(© A DEPCSITARY BANK THAT 1S 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 RECEI VED 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) FAI LURE 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 FAILURE TO CHARGE 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 I N FOREI GN MONEY, THE DCOLLAR AMOUNT OF ANY CHARGE- 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 RECEIVE PAYMENT |IN THE
ORDI NARY COURSE.

SECTI ON 4--215. FINAL PAYMENT OF | TEM BY PAYOR BANK; WHEN PROVI SI ONAL
DEBI TS AND CREDI TS BECOMVE FI NAL; WHEN CERTAIN 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 PROVISIONAL SETTLEMENT FOR THE | TEM AND FAI LED TO REVOKE
THE SETTLEMENT IN THE TIME AND MANNER PERM TTED BY  STATUTE,
CLEARI NG HOUSE RULE, OR AGREEMENT.

(B) | F PROVISIONAL SETTLEMENT FOR AN | TEM DOES NOT BECOVE FI NAL, THE
I TEM IS NOT FI NALLY PAI D.

(O I F PROVI SIONAL SETTLEMENT FOR AN | TEM BETWEEN THE PRESENTI NG AND
PAYOR BANKS IS MADE THROUGH A CLEARI NG HOUSE OR BY DEBITS OR CREDI TS I N
AN ACCOUNT BETWEEN THEM THEN TO THE EXTENT THAT PROVI SIONAL DEBITS 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
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BANKS SERI ATIM THEY BECOVE FI NAL UPON FI NAL PAYMENT OF THE | TEM BY THE
PAYOR BANK.

(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 STATING A TIME FOR AVAILABILITY OF
FUNDS, AND (I1) ANY RIGHT OF THE BANK TO APPLY THE CREDI T TO AN OBLI -
GATION OF THE CUSTOVER, CREDI T G VEN BY A BANK FOR AN I TEM IN A CUSTOM
ER S ACCOUNT BECOMES AVAI LABLE FOR W THDRAWAL AS OF RI GHT:

(1) IF 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) I'F THE BANK IS BOTH THE DEPCSI TARY BANK AND THE PAYCR BANK, AND
THE |ITEM |IS FINALLY PAID, AT THE OPENI NG 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 RIGHT
AT THE OPENING OF THE BANK' S NEXT BANKI NG DAY AFTER RECElI PT OF THE
DEPCSI T.

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

(A) IF ANITEMIS IN, OR COVES INTO THE POSSESSION OF, A PAYOR OR
COLLECTI NG BANK THAT SUSPENDS PAYMENT AND THE | TEM HAS NOT BEEN FI NALLY
PAI D, THE | TEM MJUST BE RETURNED BY THE RECEI VER, TRUSTEE, OR AGENT IN
CHARGE 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
MAKI NG A SETTLEMENT FOR THE ITEMWTH ITS CUSTOVER OR THE PRESENTI NG
BANK WH CH SETTLEMENT IS OR BECOMES FI NAL, THE OMNER OF THE | TEM HAS A
PREFERRED CLAI M AGAI NST THE PAYOR BANK.

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

(D) IF A COLLECTI NG BANK RECEI VES FROM SUBSEQUENT PARTI ES SETTLEMENT
FOR AN | TEM WH CH SETTLEMENT 1S OR BECOVES FI NAL, AND THE BANK SUSPENDS
PAYMENTS W THOUT MAKI NG A SETTLEMENT FOR THE |ITEM WTH ITS CUSTOMER
VWH CH SETTLEMENT 1S OR BECOVES FINAL, THE OMER OF THE | TEM 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 | MVEDI 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 | MACE OF THE ITEM |F THE PARTY TO WHI CH THE RETURN IS
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
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(3) SENDS A RECORD PROVI DI NG NOTI CE OF DI SHONOR OR NONPAYMENT | F THE
| TEM | S UNAVAI LABLE FOR RETURN.

(B) IF A DEMAND |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 IT IS SENT OR DELIVERED TO THE BANK' S
CUSTOMER OR TRANSFEROR OR PURSUANT TO | NSTRUCTI ONS.

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

(A) |F AN I TEM | S PRESENTED TO AND RECEl VED BY A PAYCR 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 RECEI 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-
| NG DAY AFTER THE BANKI NG DAY ON WH CH THE BANK RECEI VED THE CHECK.
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(B) SUBJECT TO SUBSECTION (A), |TEMS MAY BE ACCEPTED, PAI D, CERTI FI ED,
OR CHARGED TO THE | NDI CATED ACCOUNT OF | TS CUSTOVER | N ANY ORDER
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 LI ABLE 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 | 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 |IT 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 NAY | 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.
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(A) A CUSTOVMER 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-
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 I 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 VWH 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 KNOWS 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 UNAUTHCORI 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
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PROVWPTNESS | 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
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) I'F THE BANK PROVES THAT THE CUSTOMVER FAI LED, WTH RESPECT TO AN
ITEM TO COWLY WTH THE DUTI ES | MPOSED ON THE CUSTOVER BY SUBSECTI ON
(©, THE CUSTOVER | S PRECLUDED FROM ASSERTI NG AGAI NST THE BANK:

(1) THE CUSTOVER S UNAUTHORI ZED SI GNATURE OR ANY ALTERATION ON THE
ITEM | F THE BANK ALSO PROVES THAT IT SUFFERED A LOSS BY REASON OF THE
FAI LURE;, AND

(2) THE CUSTOVER S UNAUTHORI ZED Sl GNATURE OR ALTERATION BY THE SAME
WRONGDOER ON ANY OTHER |ITEM PAID IN GOOD FAITH BY THE BANK | F THE
PAYMENT WAS MADE BEFORE THE BANK RECEI VED NOTI CE FROM THE CUSTOMER OF
THE UNAUTHORI ZED SI GNATURE OR ALTERATI ON AND AFTER THE CUSTOMER HAD BEEN
AFFORDED A REASONABLE PERICD OF TI Mg, NOT EXCEEDI NG THI RTY DAYS, IN
VWH CH TO EXAM NE THE | TEM OR STATEMENT OF ACCOUNT AND NOTI FY THE BANK.

(E) I'F SUBSECTI ON (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 CONTRIBUTED TO LGOSS, THE LOSS |S ALLOCATED BETWEEN THE
CUSTOVER PRECLUDED AND THE BANK ASSERTI NG THE PRECLUSI ON ACCORDI NG TO
THE EXTENT TO WHCH THE FAILURE OF THE CUSTOVER TO COWPLY WTH
SUBSECTI ON (C) AND THE FAI LURE OF THE BANK TO EXERCISE ORDI NARY CARE
CONTRIBUTED TO THE LGOSS. |F THE CUSTOVER PROVES THAT THE BANK DI D 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 EI 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 CUSTOVER ( SUBSECTI ON (A)) DI SCOVER AND
REPORT THE CUSTOVER S UNAUTHORI ZED SI GNATURE ON OR ANY ALTERATI ON ON THE
| TEM | S PRECLUDED FROM ASSERTI NG 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 NOTI' 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 VI NG A BASI S FOR OBJECTI ON BY THE DRAWVER OR MAKER, TO
PREVENT UNJUST ENRI CHMENT 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 I N DUE COURSE ON THE | TEM AGAINST THE DRAVER OR
MAKER;

(2) OF THE PAYEE OR ANY OTHER HOLDER OF THE | TEM AGAI NST THE DRAVER OR
MAKER EI THER ON THE | TEM OR UNDER THE TRANSACTI ON OQUT OF WHI CH 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
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LEARNI NG THAT THE DRAFT HAS NOT BEEN PAID OR ACCEPTED IN DUE COURSE,
SHALL REASONABLY NOTI FY | TS CUSTOVER OF THE FACT EVEN THOUGH | T MAY HAVE
DI SCOUNTED OR BOUGHT THE DRAFT OR EXTENDED CREDI T AVAI LABLE FOR W TH-
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 IS 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 DCOES NOT CHOOSE TO UTILIZE THE REFEREE'S SERVICES, |T 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 3. This act shall take effect July 1, 2015; provided, however, the
applicability of Articles 3 and 4 of the Uniform Commercial Code, as
added by sections one and two of this act, is determned by the follow
ing rul es:

(a) Such Articles 3 and 4 of the Uniform Commercial Code apply to a
negoti abl e instrument, 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 and 4 of the Uniform Commerci al Code, as added by this act,
do not apply to a negotiable instrument, item or docunent of title that
is issued or a bailnment that arises before the effective date of this
act even if the negotiable instrument, item or docunent of title or
bai | mrent woul d be subject to such articles if the negotiable instrunent,
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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1 (b) Such Articles 3 and 4 of the Uniform Comercial Code do not apply
2 to aright of action that has accrued before the effective date of this
3 act.



