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Section l. Section 9E.9, subsection 5, Code 1993, is 

2 amended to read as follows: 

5. In making or noting a protes~ of a negotiable 

4 instrume~t, the nota~iai officer ~ust determi~e tMe-fflatter3 

5 ~et-tort~ whether the~e is ev~de~ce of dishonor as Provided 1n 

6 section 554~3569 554.3505. 

7 Sec. 2. Section 533.43, subseccion 3, Code 1993, :s 

8 ame~ded to read dS ~ollows: 

9 3~ 7he share dra~t is payable to a member of the credit 

10 ~Jnio(\, or to a rneffibe~ of ~he family of the iss~er of the share 

ll draft, or to a business in wh!ch the issuer of che s~are draft 

:2 has an interest. Howevec, the exception con:ained in this 

13 subsection does not apply to any person referred to in this 

14 subsection if the person is a holder in due course, as 

15 provided in chapter 554, artic!e 3;-ar.d-~it~-~ee?eet-~o-a 

16 ~ha~e-d~aie-whieh-±~-~~s~ed-p~t~r-~o-the-e~?~~e~~e~-oi-o~e 

17 yee~-e~ter-Apr~~-~3 7 -!919;-~he-?erso~-sha~l-~e~-be-de~±ed-the 

1.8 ~ights-of-e-~oider-i~-d~e-eeo~se-e€-the-ehere-ci~a~t-ee~e=~-on _. 

19 ehe-grotlnds-thet-the-ghare-d~af~-fa~ie-~o-meee-ehe 

20 reqoirements-eE-see~ion-554~3±S4;-sob9eetien-~ 7 -pe~agre~h-uou. 

2l Sec. 3. section 537.3211, Code 1993, is amended to read as 

22 .:allows: 

23 537.32ll NOTICE OF CONSUMER PAPER. 

24 Every note which is a ~egotiable instrument p~~~tlft~t-~e as 

2~ provided in section 554.3104 taken in a consume~ credit 

26 ~:ansaction, if t~e wri~ing req11ires or prov~des for a 

27 signdture of the consume~, shall conspicuOtlsly show on its 

28 ~ace the followi~g: ''~h~s ~s a consumer credit t:ansaction.·• 

29 Sec. 4. Section 539.1, Code 1.993, is an;endeci to read as 

30 ::o~~ows: 

3: 539.! ASSIGNME~T OF ~ONNEGOT!ABLE !NSTRUMEN~S. 

32 3o~ds, due bills, a~d all instrume~ts by ~hich the ~aker 

3) promtses to pay anot~er, witho~t ~ords of negotiabi~ity, a sum 

34 ~E ~oney, or by which t~e ~aker ?rc~ises to pdy a s~~ cf ~oney 

35 ~n prope~ty or labor, or ~o ?ay or de:iver a~y p:operty or 

- .... -

• 
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labor, or acknowledges any money, labor, or proper:y to be 

2 due, ace assignable by endorsement on the ins:rument, or by 

3 other wr~ting. 7he assignee, inc:uding a pecson who takes 

4 assignment for collection in the regular co~rse of business, 

5 has a right of action on them in the ass~gnee's cwn na~e, 

6 St1bject to any defense or counterclaim which the ma~er or 

7 debtor had against a:1 assignor of the instr~ment before no:ice 

8 of t~e assignme~t. In case of con~lict betwee~ th:s sectlOil 

9 and i:intfot>!ti-Ee:t'.'l'.e!"crl!!c-Eeee, sections 55'f.-3885,- 554.5116 "'"' 

10 and 554.9318, the~e sections 554.5116 and 554.9318 control. __ .. --~~--
:1 Sec. 5. Section 539.2, Code 1993, is ame:1ded to read as 

12 fo:_ lO\.JS: 

l3 539.2 ASSIGNM2NT PROH:BITED BY INS~R~MEST. 

14 When by the terms of an instrument its assignment is 

15 prohibited, an assignment thereof shail nevertheless be va:id, 

16 but the maker may make use of any defense or counterc:aim 

17 agains~ the assignee which the maker may have against any 

:8 assignor thereof be:ore notice of s~ch assignment ~s given to 

19 the maker in writing. In case of conflict between this 

20 section and Bntferffl-Eomff.e!"erar-Eede; sections 554.-3885, 

21 554.5116 o~ and 554.9318, ~he~e sections 554.5116 and 554.9318 

22 control. 

23 Sec. 6. Section 55~.1201, s~bsections 20, 24, and 43, Code 

24 1993, are amended to ~ead as follows: 

25 20. ''Holder'' mean~-a-pet>~on-who-i~-in-po~~e~~ion-ef-a 

26 doe~~ent-ef-t~e~e-o~-an-in~~~tlment-or-a-eertif~eated 

27 inve~t~e~t-~eetl~ity-dr6~n 1 -i~soe0 1 -or-e~der~~d-te-~~et-~~~~or. 

28 or-to-that-per~enL~-orcier-er-to-bel!rer-er-in-b!can~ wi:h 

29 res~ect to a negotcable instrument, ~eans the pe~son in 

30 ~sess1or. if the :ns:~~~ent is oavable to bearer or, in the 

31 case of an instr~ment oavable :o an identified oe~sor., :E the 

32 1de_nt; E :ec person is en possesS:. :Jr.. nHo:.der" '.·Ji':h :-esoec': to --··-- ··-~-· -~ •.. 

J J a document of t_i~; e, __ :roe an =s'----':=-=:--"-. e=---.~:P:_:e:.:r:.:s=-o=:-:'------':'-'n-'-"'p-=c-=s:_:s:_· e=--=-s-=s--=::_:-O:.:"c:.· ---=i--=:_t:::· h=e 

3S :n oossesscon. 
-~---""-
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S.F. d/~?9 H.F. 

1 24. ''Money" means a medium of exchange authorized or 

2 adopted by a domestic or foreign government a~-e-par~-of-~t~ 

3 etlrreney and includes a monetary unit of acco~nt establis~ed 

4 by an in te_r9.'?.':(':El1men tal orga~_i.~t ion 2~~ agreement between 

5 two or more nations. 

6 4 .1. "Unauthorized'' s1gnature or-endor~eme~t means one made 

7 w1thout act11al, impliedL or appa:ent authority and includes a 

8 forge:y. 

9 Sec. 7 . Section S54.l207, Code l993, is amended to read as 
lO follows: 

l1 5';4.1207 PERFORMANCE OR ACCEPTANCE UNDER RESERVATION OF 
12 RIGHTS. 

ll •. A party whoL with explicit reservation of rightsL 

14 performs or promises performance or assents to performance in 

15 a manner demanded or offered by the other party does not 

16 thereby prejudice the rights reserved. Such words as ''without 

17 prejudice'', "under protest" or the like are sufficient. 

18 2. Subsection l does not apply to an acco:d and 

19 satisfaction. 

20 Sec. 8. Section 554.2103, subsection 3, Code 1993, is 

21 amended to read as follows: 

22 J. The following definitions in other Articles apply to 

23 this Article: 

24 "Check". 

25 "Consignee". 

26 "Consignor". 

27 ''Cons11mer goods''. 

28 "Dishonor". 

29 

30 '1 Draft". 

Section 554.3104. 

Section 554.7102. 

Section 554.7102. 

Section 554.9109. 

Section 554-:-35\)i' 

554.3502. 

Section 554.3104. 

Jl Sec. 9. Section 554.25~1, subsec:ion 3, Code ~993, is 

32 amecded to read as follows: 

lJ J. Subject to t~e provisions of this cnap:e: o~ the eEEect 

3-t .J: az; instrcmer.t 0:1 a;: ob:.iga.:-. .:.on (sect.:.o~ 554-;-3892 55~. 3310), 

J5 payme~t by check is conditlo~al and is de~eated as be~wee~ the 

-3-
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1 parties b~ d1sho~or of the chec~ o~ due prese~tment. 

2 

3 

UNIFORM CO~~ERCIAL CO~E 

ARTICLE 3 - NEGOT:ABLE INSTRUMESTS 

4 ?ART 1 

5 GENERAL PROVISIONS AND ~EF:~I~:ONS 

6 Sec. :o. NDi SECTIO~. 554.3101 SHORT TITLE. This 

7 Article may be cited as uniform Commercial Code -- NegotiabJ.e 

8 I!lstru;ne:'lts. 

9 Sec. 11. NEW SECTIO~. 554.3102 SUBJECT 1-'ATTER. 

iO •. This Ar::cle applies 

11 does not app~y to rr.oney, to 

to negot~able ins:ruments. 

paymen: orders governed by Article 

12 8, or to sec~rities governed by Ar:icle 12. 

13 2. If there is conflict between this Article and Art~cle 9 

14 or 12, Artic~es 9 and 

15 3. Regu~ations of 

12 gover:-:. 

the Board of Governors of the Federal 

16 Reserve System and operating circulars of the federal Reserve 

17 Banks supersede any tnconsistent provision of this Article to 

18 the excent of the inconsistency. 

19 

20 

21 

22 

Sec. 12. NEW SECTION. 554.3103 ~EF:NITIONS. 

1. 

a. 

b. 

In this Article: 

''Acceptor'' rr.eans a drawee who has accepted a dra~t. 

''Drawee'' means a person ordered in a draft to ma~e 

23 payment. 

24 c. ''Drawer'' means a person who signs or is identified in a 

25 draft as a person ordering payment. 

26 d. ''Good faith'' means honesty in fact and the observance 

27 of reasonable com:nerci.al standards of fair dealing. 

28 e. ''Make:·• rnea~s a person who signs or is ide~tified i~ a 

29 note as a person Jndertaking :o pay. 

30 f. ''Orde:'' means a written i~structio~ to pay ~oney sigr1ed 

3l hy the person giv1ng the 
. . 
lnstr~ctlon. The instruc:ion rnay be 

32 addressed to any person, incl~d:ng the person g:ving the 

33 :nst~uctior., or to one or rnore persons ;o:nc:y or in the 

34 d:ternative b~~ .Ld successio::. A:: aut:--:o:-izati.c~ to pay :s 

35 not an orde~ un~ess :he person a~:horized to pay is also 

-4-
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1 instructed to pay. 

2 g. "Ordinary care'' in the case of a person engaged in 

3 business means observance of reasonable corr~ercial standacds, 

4 prevailing in the area in which the person is located, with 

5 respect to the business in which the person is engaged. In 

6 the case of a bank that takes an instrument for process:ng for 

7 collection or payment by automated ~eans, reasonable 

8 commercial standards do not require the bank to examine the 

9 instr~ment if the failure to exam1ne does not Vlolate the 

10 bank's prescribed procedures and the bank's procedures do not 

ll vary unreasonabiy from general banking usage not disapproved 

12 by this Article or Article 4. 

h. "Party'' means a party to an instrument. l J 

14 l . ''Promise'' means a written undertaking to pay money 

15 signed by the person undertaking to pay. An acknowledgment of 

16 an obligation by the obligor is not a promise unless the 

17 obligor also undertaKes to pay the obligation. 

18 J • 11 Prove" ·dith 

19 of establishing the 

respect to a fact means to meet the burden 

fact (section 554.1201, subsection 8). 

20 k. "Remitter'' means a person who purchases an instrument 

21 from its issuer if the instrument is payable to an identified 

22 person other than the purchaser. 

23 2. Other definitions applying to this Article and the 

24 sections in which they appear are: 

25 ''Acceptance''. 

26 "Accommodated party". 

27 "Accommodation party". 

28 ''Alteration''. 

29 ''Anomalous endorsement''. 

JO ''Blank endorsement". 

11 ''Cashier's chec~··. 

32 "Certificate of depos~t''. 

33 ••certified chec~··. 

34 "Check 11
• 

35 ''Conside~a~ion''. 

-5-

Section 554.3409. 

Sec~ ion 554.3419. 

Section 554.3419. 

Section 554.3407. 

Section 554.3205. 

Section 554.3205. 

Sec::on 554.3l04. 

Sect..:..on 554.3:04. 

Section 554.3409. 

Section 554.3104. 

Sect ion 554.3303. 
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1 "Draft". 

2 ''Helder in due course',. 

J "Incomp:e~e inst:-ume;1t". 

4 ''Endo~seme~t''. 

5 "En do:- s e r " . 

6 "Instr'-.!rne':1t". 

7 "Issue". 

8 "Issue:.- 11
• 

9 ''Negotiable instru~ent''. 

1.0 ''Negotiation''. 

ll "Note". 

L2 "?ayable at a defi.nite time ... 

Ll "?ayable on de me :1d" . 

L4 "?ayahle to bearer". 

15 ''Payable to order". 

16 "Payment .... 

17 ''Perso:1 entitled to enforce''. 

:a ''Presentment''. 

19 ''Reacquisition". 

20 ''Specia: e:1dorsement''. 

21 "Teller's check". 

22 ''Transfer of instrument". 

23 "Traveler's check''. 

24 11 Value". 

S.F. ,;):? ?j_ H. f. ____ _ 

Section 554.3:04. 

Section 554.3302. 

Sec: ion 554.3115. 

Section 554.3204. 

Section 554.3204. 

Section 5S4.3104. 

Section 554.3:05. 

Sect:on 554.3~05. 

Section 554.3104. 

Sect~on 554.3201. 

Section 554. 3~0·L 

Sectio:1 SS4.3108. 

Section SS4.3l08. 

Section S54.3l09. 

Sect.:.on 554.3109. 

Section 554.3602. 

Sec:ion 55~.3301. 

Section 554.3501. 

Section 554.3207. 

Section 554.3205. 

Sec': ion 554.3:04. 

Section 554.3203. 

Section 554.3~04. 

Section 554.3303. 

25 3. The fo1lowi:1g definitions in other Articles apply to 

26 this Article: 

27 ''Bank''. 

28 ''Banking day''. 

29 ''Clearing house''. 

30 ''Collecting bank''. 

Ji ··~epositary bank''. 

32 ''Doc~~entary dra~t''. 

33 ":r-.~er:nediary ba:1<" . 

3 4 .. ! ~ 2~ ,, . 

35 ''Payor bank''. 

-6-

Sectio:1 554.4105. 

Sec~.:.on 554.4:04. 

Sec':ior. 554.4:04. 

Section 554.4:05. 

Section 554.C05. 

Sectio:1 554.~:04. 

Sec-:.:.on 55~.4:05. 

Sectio~ 5S~.4:~4. 

Sec':!on 554.1105. 



S . F. ~;J_ 7 ' H. F. ----

1 "Suspends payments''. Section 554.4104. 

2 4 . In addition, Article 1 contains general definitions and 

3 principles of construction and interpretation applicable 

4 thro~ghout this Article. 

5 Sec. 13. NEW SECTION. 554.3104 NEGOTIABLE INSTRUMENT. 

6 l. Except as provided in subsections 3 and 4, "negotiable 

7 instrument" means an unconditional promise or order to pay a 

8 f1xed amount of money, with or without interest or other 

9 charges described in the promise or order, if it: 

10 a. is payable to bearer or to order at the time it is 

ll tssued or first comes into possession of a holder; 

12 b. is payable on demand or at a definite cime; and 

13 c. does not state any other underta~ing or instruction by 

14 the person prom1sing or ordering payment to do any act in 

15 addition to the payment of money, but the promise or order may 

16 contain (i) an undertaking or power to give, maintain, or 

17 protect collateral to secure payment, (ii) an authorizacion or 

18 power to the holder to confess judgment or realize on or 

19 dispose of collateral, or (iii) a waiver of the benefit of any 

20 law intended for the advantage or protection of an obligor. 

21 2. "Instrument'' means a negotiable instrument. 

22 3. An order that meets all of the requirements of 

23 subsection 1, except paragraph ''a'', and otherwise falls within 

24 the definition of ''check'' in subsection 6 is a negotiable 

25 instrument and a check. 

26 4. A promise or order other than a check is not an 

27 1nstrument if, ac the time it is issued or first comes into 

28 possession of a holde~. it contains a conspicuous statement, 

29 nowever expressed, to the effect that the promise or order 1s 

30 not negotiable or is not an instrument governed by this 

31 Article. 

5. P.n i~struxe~t ~sa ''note'' if it is a oroM'se anc' ·s ~ ... 1 • • t a 

33 ''draft'' if it lS an order. If a~ i~stru~e~t ~alls wittin the 

34 de:i:1i:-.ion oE both "~ote" and "draf:," a person ~n:itled to 

35 e~Eorce th~ :nstr~me~: may trea: it as eithe~. 

-7-
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1 6. ''Ch~ck'' ~eans (i) a draft, othe~ than a docurne~tary 

2 draf~. payao:e on demand and draw~ on a ba~k or (ii) a 

J cashier's check or teller's check. An instru~e~t ~ay be a 

4 check eve~ though it ~s described on 1ts face by another ter~, 

5 such as "money order." 

6 7 . ''Cashier's check'' mea~s a draft with respect ~o which 

7 the drawer and drawee are the same bank or branches of the 

8 sarr.c bank. 

9 8. ''Tel!er's check'' means a d~aEt draw~ by a ba~k (i) on 

lO another bar.k, or (ii) payable at sr through a ban~. 

ll 9 . ''Traveler's check'' mea~s a~ instrument tha: (i) is 

12 payable o~ demand, (ii) is drawn on or payab:e at or through a 

i3 ba~k. (iii) is desig~ated by the term ''trave:er's check'' or by 

14 a s~bstantially similar term, and (iv) requ~res, as a 

iS condition to payment, a coun:ers:g~ature by a person whose 

specimen signature appears on the instrument. l6 

17 

18 

19 

20 

21 

22 

23 

10. "Certif1cate of deposit'' mea~s an instrument 

containing a~ ack~owledgme~t by a bank that a sum of mo~ey has 

been received by the bank and a promise by the bank to repay 

the sum of money. A certificate of deposit lS a ~ote of :he 

ba~k. 

Sec. :4. NEW SECTION. 554.3l05 ISS0E OF :NSTRUMENT. 

l. ''Issue'' mea~s the firs: delivery of an instrume~t by 

24 the maker or drawer, whether to a holder or nonholder, for the 

25 purpose of giving right~ on the instrument to any person. 

26 2. An un1ssued instrumen:, or an u~issued :nco~p~e:e 

27 instr~ment that is completed, is bindi~g o~ ~he maker or 

28 drawer, but ~onissuance is a defense. A~ ins:r~me~t that ~s 

29 conditlonally iss~ed or is issued for a spec:al purpose is 

JO bi~ding on the rna~er or drawer, but failure of the condition 

31 or special purpose :o be f~lfilled is a defense. 

32 3. 11 Issue!." .. applies to issued and t.:n.:.sst..:ed instru:nen:s a::d 

33 mea~s a maker or drawer of an instrunent. 

34 Sec. :s. NE~ SEC~:ON. 55~.3:06 ~NCONJI~:O~A~ ?ROMISE OR 

3S ORDER. 

-8-
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1 1. Except as provided in this section, for the purposes of 

2 section 554.3104, subsection l, a promise or order is 

3 unconditional unless it states (i) an express condition to 

4 payment, (ii) that the promise or order is subject to or 

5 governed by another writing, or (iii) that rights or 

6 obligations with respect to the promise or order are stated in 

7 another writing. A reference to another writing does not of 

8 itself make the prom~se or order conditional. 

9 2. A promise or order is not made conditional (i) by a 

10 reference to another writing for a statement of rights with 

ll respect to collatera:, prepayment, or acceleration, or (ii) 

12 because payment is limited to resort to a particular fund or 

13 source. 

14 3. If a promise or order requires, as a condition to 

:s payment, a countersignature by a person whose specimen 

16 signature appears on the promise or order, the condition does 

17 not make the promise or order conditional for the purposes of 

18 section 554.3104, subsection 1. If the person whose specimen 

19 signature appears on an instrument fails to countersign the 

20 instrument, the fa1lure to countersign is a defense to the 

21 obligation of the issuer, but :he failure does not prevent a 

22 transferee of the instrument from becoming a holder of the 

23 instrument. 

24 4 . If a promise or order at the time it is issued or first 

25 comes into possession of a holder contains a statement, 

26 required by applicable statutory or administrative law, :o the 

27 effect that the rights of a holder or transferee are subject 

28 to claims or defenses that t~e issuer could assert against the 

29 original payee, the promise or order is not thereby made 

30 conditiona! for the purposes of sec:ion 554.3104, subsection 

3: ~, but ~f ~he promise or order is a~ instru~e~t, t~ere cannot 

12 be a holder in due coJrse oE the i~stru~en~ . 
., ., 
. ·' Sec. 16. ~EW SEC~cON. 554.3:07 !NSTR~MENT PAYABLE :N 

34 FOHSlGN MONEY. 

35 Unless the instrL~e~~ otherwise prov~des, an 1~s:ru~ent 

-9-
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l that s:ate~ the amount payable i~ ~oreign money may be paid i~ 

2 the foreign money or in an equivalent amount :n dollars 

3 calcu~ated by using the current ban~-o~fered spot rate at the 

4 place of payreent for the purchase of dollars en the day on 

5 which :he instrument ~s pa~d. 

6 Sec. 17. !1/EW SECT:ON. 554.3108 PA'iAa:,;:: 0:-4 D:CM..!\~0 OR A-: ------------
7 DE2INITE TIME. 

8 l. A promise or order is ''payable on demand'' ~f it (i) 

9 s~ates that it is payable on de~and or at sight, or otherwise 

lO indicates that it is payable at the wil~ of the holder, or 

ll (ii) does not state any time of payment. 

12 2. A proreise or order is "payable at a definite time" if 

11 it 1s payable on elapse of a definite period of time after 

14 s~ght or accep-:.a::ce or at a fixed da:e or dat:es or at a !:i:ne 

15 or times readily ascertainable at the time the promise or 

16 order is issued, subject to rights of (i) prepay~ent, (ii) 

17 acceleration, (iii) extension at the option of the holder, or 

18 (lv) extension :c a further definite time a: the option of the 

19 maker or acceptor or automatically upon or after a specified 

20 act or event. 

21 3. If an instrumen:, payable at a fixed date, is also 

22 payabie upon demand ~ade before the fixed date, the instrument 

23 is payable on demand unt1i the fixed date and, if de~and for 

24 payment is not made before ttat date, becomes payable at a 

25 def1n~te time on the fixed date. 

26 Sec. 18. NEW S~CTION. 554.3109 PAYA3~2 TO BEARER OR ~0 

27 ORDSR. 

28 l. A promise or order is payable to bearec if :t: 

29 a. states that it is payable to bearer or :c the order of 

30 bearer or otherwise indicates that the person in possession 

J: the prom1se or order is entitied to payree~t; 

J2 b. does no: state a payee; or 

33 c. states that it is payab:e to or to the order of cash 

34 otherwise i~d~cates ttat ~: is not payable co d~ ~det~tified 

35 person. 

-10-
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1 2. A promise or order that is not payable to bearer is 

2 payable to order if it is payable (i) to the order of an 

3 ide:1t if ied person or ( i i) to an identified persor1 or order. A 

4 promise or order that is payable to order is payable to the 

5 identified person. 

6 3. An instrument payable to bearer may become payable to 

7 an identified person if it is specially endorsed pursuant to 

8 section 554.3205, subsection l. An instrument payable to an 

9 identified person may become payable to bearec if it is 

lO endorsed in blank pursuant to section 554.3205, subsection 2. 

ll Sec. 19. NEW SECTION. 554.3110 IDENTIFICATION OF PERSON 

l2 TO WHOM INSTRUMENT IS PAY.Z\BLE. 

ll l. The person to whom an instrument is initially payable 

14 lS determined by the 1ntenc of the person, whether or not 

15 authorized, signing as, or in the name or behalf of, the 

16 1ssuer of the instrument. The instrument is payable to the 

l7 person intended by the signer even if that person is 

18 identified in the instrument by a name or other identification 

l9 that is not that of the intended person. If more than one 

20 person signs in the name or behalf of the 1ssuer of an 

21 instrument and all the signers do not intend the same person 

22 as payee, the instrument is payable to any pecson intended by 

23 one or more of the signers. 

24 2. If the signature of the 1ssuer of an instrument is mace 

25 by automated means, such as a check-writing machine, c~e payee 

26 of the instrument is determined by the intent of the person 

27 who supplied the name or identi~ication of the payee, whether 

28 or not authorized to do so. 

29 l. A person to whom an 1nstr~ment is payable may be 

·io ~dentiEied in any way, including by nane, identifying number, 

Jl of~ice, or account n~:nber. For the purpose of deterxir.i~g tr.e 

<,7. :--.o:der of an instr:unen!:, ::'!e :o:::..lowi:-:g ::-~les apply: 

53 d. ~f an instr~me~t is payab:e to an acccun: a~d the 

is iden~ified only by n~mbe~, che ins~r~~ertt rs 

~5 payable to the ~erson to whom the account 1s payab:e. If an 

-.:..1-
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1 instrumen; is payable to an account identified by number a~d 

2 by the ~ame of a person, the instrttment is payab:e to the 

3 named pe~son, whethe~ or not that person is the owner of the 

4 acco~nt identified by number. 

5 b. i~ an 1nstr~ment is payab~e to: 

6 (l) a trust, an estate, or a person described as trustee 

7 or represe~tative of a t~ust or estate, the inst~ument is 

8 

9 

10 

payable 

t>ither, 

:1amed; 

to the trustee, the represe~~ative, or a successor of 

whether or not the benef~cla~y or estate lS a:so 

il ( 2 ) a person described as agent or similar ~epresentative 

12 of a named or ide~tiEied perso~, the ir.strument is payab:e to 

13 the rep~esented perso:1, the representative, or a successor of 

14 ~~e representative; 

lS (3) a fund or organization that is not a :egal entity, the 

16 instrument is payab:e to a representative of the members of 

or 17 ~he fund or orga~iza~ion; 

18 (4) an office or to a person described as holdi~g an 

19 office, the instr~ment is payabie to the named person, the 

20 i~cumben~ of the office, or a s~ccessor to the inc~mber.t. 

21 4. If an i~strument is payable to two or more persons 

22 alternative:y, it is payable to any of them and may be 

23 negotiated, discharged, or enforced by any or all of them ir. 

24 possession o: the instrument. If an instr~ment is payable to 

25 two or more perso:1s not alternatively, it is payable to all of 

26 them a~d may be negotiated, discharged, or e~fo~ced only by 

27 all of them. If a~ 1nstrument payable to two or ~ore perso~s 

28 

29 

30 

]l 

32 

l.S anb~guous as to \<~he the r . - is payable to the persor.s 

al:ernatively, the instr:.1me~t is payab:e to t::e persons 

al te~::at ively. 

Sec. 20. NEW SECT!ON. ss~.3lll PLAC~ OF ?AYMES~. 

Sxcept as otherwise provided for items in Ar:~cle 4, an 

33 ins~rument is payable at t~e place of pay~e~t stated i~ ~he 

34 instru::1e::t . :r: no place of payme~t is s~ated, a:1 instr;::ne:~::. 

35 ~s payab:e at the add~ess of the drawee or naker s:a:ed ~n the 
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l instrument. If no address is stated, the place oE payment is 

2 the place of business of the drawee or maker. If a drawee or 

3 maker has more than one place of business, the place of 

4 payment is any place of business of the drawee or maker chosen 

5 by the person entitled to enforce the instrument. If the 

6 drawee or maker has no place of business, the place of payment 

7 IS the residence of the drawee or maker. 

8 Sec. 21. NEW SECTION. 554.3112 INTEREST. 

9 1. Unless otherwise provided in the instrument, ( i) an 

10 instrument is not payable with interest, and (ii) interest on 

ll an interest-bearing instrument is payable from the date of the 

12 instrument. 

13 2. Interest may be stated in an instrument as a fixed or 

14 variable amount of money or it may be expressed as a fixed or 

15 variable rate or rates. The amount or rate of interest may be 

16 stated or described in the instrument in any manner and may 

17 require reference to information not contained in the 

18 instrument. If an instrument provides for interest, but the 

19 amount of interest payable cannot be ascertained from the 

20 description, interest is payable at the judgment rate in 

21 effect at the place of payment of the instrument and at the 

22 time interest first accrues. 

23 Sec. 22. NEW SECTION. 554.3113 DATE OF INSTRUMENT. 

24 l. An instrument may be antedated or postdated. The date 

25 stated determines the time of payment if the instrument is 

26 payable at a fixed period after date. Except as provided ln 

27 section 554.4401, subsection 3, an instrument payable on 

28 demand is not payable before the date of the instrument. 

29 2. !f an instrument is undated, its date is ~he date of 

JO its issue or, in ~he case of an unissued instrument, the date 

Jl 1~ first comes i~to possession of a holder. 

32 Sec. 23. ~EW SECTION. 554.3114 CONTRADICTORY TERMS OF 

33 !~STRGME:NT. 

34 If a~ ~nstruffie~: contains co~tradictory ter~s, typewri::e~ 

35 terms prevail ave~ prin:ed terms, handwritten ter~s prevail 
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l over both, and words prevail over numbers. 

H.f. 

2 

3 

Sec. 24. ~EW SECTION. 554.3115 INCOMPLETE i~STRUMENT. 

l . "Incomplete instrument'' mea~s a signed writing, whethe~ 

4 or not issued by the signer, the contents of which show at :he 

5 ti1ne of signing that it is incomplete b~t that the signer 

6 1ntended it to be completed by the addition of words or 

7 numbers. 

8 2. Subject to subsection 3, if an incomplete inst~ument lS 

9 an instcument under section 554.3104, it may be enforced 

.o according to its terns if it is not completed, or according :o 

ll its terms as augmented by complet1on. If an incomplete 

l2 instrument :s not an instrument under section 554.3104, but, 

13 after completion, the requirements of section 554.3104 are 

14 met, the instrument may be en~orced according to its terns as 

15 augmented by completion. 

l6 J. If words or numbers are added :o an incomplete 

17 instrument without authority of the signer, there is an 

l8 alteration of the incomplete instrument under section 

l9 554.3407. 

20 4. The burde11 of establishing that words or numbers were 

21 added to an 1nconplete instrument without authority of the 

22 signer is on the person asserting the lack of a~thority. 

23 Sec. 25. NEW SEC~ION. 554.3116 JOINT AND SEVERAL 

24 LIAB:LITY -- CONTRIBUTION. 

25 1. Except as othe~wise provided in the inst~umen:, two or 

26 more pe~sons wr.o have the sa~e :~ability on an inst~ument as 

27 make~s. drawers, acceptors, endorse~s who endorse as jo~nt 

28 pay~es, or anomalous endorsers are joint~y and seve~al:y 

29 :iable in the capacity in which they sign. 

30 2. Except as provided in sec,ion 554.3419, subsection 5, 

31 or by agreene~t o~ the affec:ed parties, a party having joint 

32 a~d several liability who pays :he instr~mect is ectitled to 

33 rece:ve from any party havin~ :~e saxe joi~t a~d severa: 

34 :iabi:ity cont~~bution in accordacce with applicable law. 

35 3. Discharge of one party having joint and several 

-:..4-
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1 liability by a person entitled to enforce the instrument does 

2 not affect the right under subsection 2 of a party having the 

3 same joint and several liability to receive contr1bution from 

4 the party discharged. 

5 Sec. 26. NEW SECTION. 554.3117 OTHER AGREEMENTS 

6 AFFECTING INSTRUMENT. 

7 Subject to applicable law regarding exclusion of proof of 

8 contemporaneous or previous agreements, the obligation of a 

9 party to an instrument to pay the instrument may be modified, 

10 supplemented, or nullified by a separate agreement of the 

ll obligor and a person entitled to enforce the instrument, if 

12 the instrument is issued or the obligation is incurred in 

13 reliance on the agreement or as part of the same transaction 

14 giving rise to the agreement. To the extent an obligation 1s 

15 modified, supplemented, or nullified by an agreement under 

16 this section, the agreement is a defense to the obligation. 

17 Sec. 27. NEW SECTION. 554.3118 STATUTE OF LIMITATIONS. 

18 l. Except as provided in subsection 5, an action to 

19 enforce the obligation of a party to pay a note payable at a 

20 definite time must be co~uenced within six years after the due 

2l date or dates stated 1n the note or, if a due date is 

22 accelerated, within six years after the accelerated due date. 

23 2. Except as provided in subsection 4 or 5, if demand for 

24 paymer1t is made to the maker of a note payable on demand, an 

25 action to enforce the obligation of a party to pay the note 

25 must be commenced within six years after the demand. If no 

27 demand for payment is made to the maker, an action to enforce 

28 the note is barred if neither principal nor interest on the 

29 note has been paid for a continuous period of ten years. 

30 3. Except as p~ovided :n subsection 4, an action to 

Jc en:orce the obl1ga:ion of a party to an unaccepted draft to 

22 pay the draft mt.!st be comme~ced \·Jithin three years after 

JJ dis~1onor of the draf~ or ten years after the da:e of the 

~-~ cira~t, ~hichever period expi~es e~rst. 

JS ~- An action to enEarce the obligation of the acceptor of 

-15-
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l a certifi~d chec~ or the issuer of a teller's check, cashier's 

?. check, or t:-ave:er 's check :n'.lst be commenced ,.,;_then three 

J years af:er demand for payme~t :s nade to the acceptor or 

4 issuer, as the case ~ay be. 

5 5. An ac:ion to en:orce the obligation of a party to a 

6 certiLcate of deposit :o pay the cnstru:nent must be commenced 

7 withir. six years after de:na~.d for payment lS made to the 

8 rr.aker, but ; " . - the instrumen: states a due cate and the :naker 

9 1s not required to pay before that date, the six-year period 

10 begins when a de:nand for payment is in effect and the d::e da~e 

ll has passed. 

12 6. An ac:ion to er:Eorce the obligation of a party to pay 

13 an accepted draft, other than a certi~ied check, must be 

14 commer.ced (i) w1thin six years after the due date or dates 

15 stated in the draft or accepta~ce 1f the ob:iga:io~ of the 

16 acceptor lS 

17 years after 

18 the acceptor 

payable at 

the dat.e of 

is payab:e 

a de~inite time, or (ii) within s1x 

the acceptance i~ the obligation of 

on demand. 

19 7. Unless governed by other law regarding claims ~or 

20 indemnity or contribution, an action (i) for conversion of an 

2~ instrume:1t, for money had and received, or like ac:1on based 

22 on conversion, (ii) for breach of warranty, or {iii) to 

23 enforce an obligation, duty, or right arisi~g under this 

24 Article and no: governed by this section mcs~ be commenced 

25 w1:hin three years after the cause of action accrues. 

26 Sec. 28. NEW SECTION. 554.3119 ~OTICE OF RIGHT ~0 OEFE~O 

27 ACTION. 

28 In an action for breach of an obligation for which a third 

29 person is answerable over purs~ant to this Article or Article 

JO 4, the defe:1dant may give the third person wr1tte~ notice of 

J: tne l1t1gation, and the person notified may then g~ve similar 

32 notice to any ot~er person who 1s answerab:e over. r: the 

33 ~ot1ce states (i) that the person notified :nay come en a~d 

3~ de~e~d a~d {ii) that failu~e :o do so will bind :he person 

35 r.otified in an action later brought by ~he perso~ g:vi~g the 

-:6-
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1 notice as to any determination of fact common to the two 

2 litigations, the person notified is so bound unless after 

3 seasonable receipt of the notice the person notified does come 

4 in and defend. 

5 PART 2 

6 NEGOTIATION, TRANSFER, AND ENDORSEMENT 

7 Sec. 29. NEW SECTION. 554.3201 NEGOTIATION. 

8 l. "Negotiation'' means a transfer of possession, whether 

9 voltJntary or involuntary, of an instrument by a person other 

10 than the issuer to a person who thereby becomes its holder. 

ll 2. Except for negotiation by a remitter, if an instrument 

12 1s payable to an identified person, negotiation requires 

13 transfer of possession of the instrument and its endorsement 

14 hy the holder. If an instrument is payable to bearer, it may 

"5 be negotiated by transfer of possession alone. 

16 Sec. 30. NEW SECTION. 554.3202 NEGOTIATION SUBJECT TO 

17 RESCISSION. 

18 1. Negotiation is effective even if obtained (i) from an 

19 infant, a corporation exceeding its powers, or a person 

20 without capacity, (ii) by fraud, duress, or mistake, or (iii) 

21 1n breach of duty or as part of an illegal transaction. 

22 2. To the extent permitted by other law, negotiation may 

23 be rescinded or may be subject to other remedies, but those 

24 remedies may not be asserted against a subsequent holder in 

25 due course or a person paying the instrument in good faith and 

26 without knowledge of facts that are a basis for rescission or 

27 other remedy. 

28 Sec. 31. NEW SECTION. 554.3203 TRANSFER OF INSTRUMENT --

29 RIGHTS ACQUIRED BY TRA~SFER. 

30 l. An instrument is trans~erred when ·- is delivered by a 

Jc person other than its issuer for the purpose of giving ~o the 

J2 perso~ receiving de:ivery the rtght to enforce the instrument. 

3J 2. TransEer of an instr~ment, whether o~ not the trans~er 

1~ is a ~ego~iation, vests i~ the trans~eree ar1y right of :he 

3S ~ransferor to enforce the instrument, includir.g a~y right as a 

-17-
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A holder ir: due course, but the transferee can~ot acquire rights 

2 of a r.older in due course by a transfer, directcy or 

J indirectly, ~rom a holder in due course if the :ransferee 

4 engaged in fraud or 1llegality affecting the instrument. 

5 3. Un.i.ess other·..;ise agreed, if an instr,_;me:--,~ is 

6 tra~lsferred ~or value and the transferee does not become a 

7 holder because of lack of endorse~ent by the transferor, the 

8 transferee has a specif1cally enforceable right to the 

9 unqualified endorsement of the transferor, but negotiation of 

10 the instru~ent does not occur until the endorsement is made. 

ll 4 . 

l2 entire 

l1 OCC;J r. 

14 and has 

15 Sec. 

If a trans~erar purports to transfer less than the 

inst~ument, ~egotiation of the instrument does not 

The transferee obtains no rights under :his Art:cle 

only the rights of a partial assignee. 

32. NEW SECTION. 554.3204 ENDORSEMENT. 

l6 1 . . ''Endorsemen:'' means a signature, other than that of a 

17 signer as maker, drawer, or acceptor, that alone or 

18 accompanied by other words is made on an instrument for the 

19 purpose of (i) negotiating ~he instrume~t, (ii) rest~icting 

20 payment of the inst~ureent, or (iii) incurring e~dorser's 

21 liability on the instrument, but regardless of the intent o: 

22 the signer, a signa:ure and its accompanying words is an 

23 endorsement unless the accompanying words, terms of the 

24 instrume~t, place oE the signature, or other c:rcumstances 

25 unambiguously indicate that the sig~ature was made for a 

26 purpose otr.er than endorsenent. For the purpcse of 

27 de~ern•ining whetner a s1gnature is made on an inst~umen~. a 

28 paper affixed to the instrument is a part of the ins:rument. 

29 2. ''Endorser'' means a perso~ who makes an e~dorsement. 

JO 3. For :he purpose of de:ermini~g whether the transferee 

3: of an instrurrent is a holde:, an endorsement :hat ~ransEers a 

32 secllr~tj l~terest ~~ the ins~ru~e~t is effect~ve as a~ 

33 ~nquali:ied e~dorse~e~t of the ~nstr~mer.t. 

~ . If an ~~s:rume~: ~s 9ayable :o a holde~ u~der a ~a~e 

35 ttat is ~o: :~e ~ane of :he ~o:der, endorse~en: may be rrade by 

-18-



S. F. .t,z_ 7f H. F. 

1 the holder in the name stated in the instrument or in the 

2 holder's name or both, but signature in both names may be 

3 required by a person paying or taking the instrument for value 

4 or collection. 

5 Sec. 33. NEW SECTION. 554.3205 SPECIAL ENDORSEMENT--

6 BLANK ENDORSEMENT -- ANOMALOUS ENDORSEMENT. 

7 If an endorsement is made by the holder of an 

8 instrument, whether payable to an identified person or payable 

9 to bearer, and the endorsement identifies a person to whom it 

10 makes the instrument payable, it is a ''special endorsement." 

ll When specially endorsed, an instrument becomes payable to the 

12 identified person and may be negotiated only by the 

lJ endorsement of that person. The principles stated in section 

14 554.3110 apply to special endorsements. 

15 2. If an endorsement is made by the holder of an 

16 instrument and it is not a special endorsement, it is a "blank 

17 endorsement." When endorsed in blank, an instrument becomes 

lR payable to bearer and may be negotiated by transfer of 

19 possession alone until specially endorsed. 

20 3. The holder may convert a blank endorsement that 

21 consists only of a signature into a special endorsement by 

22 writing, above the signature of the endorser, words 

23 identifying the person to whom the instrument is made payable. 

24 4. "Anomalous endorsement" means an endorsement made by a 

25 person who is not the holder of the instrument. An anomalous 

26 endorsement does not affect the manner in which the instrument 

27 may be negotiated. 

28 Sec. 34. N£1'1 SECTION. 554. 3206 RESTRICTIVE ENDORSEMENT. 

29 1. An endorsement limi:ing payment to a particular person 

10 or otherwise prohibiting further transfer or negct:ation o~ 

Jl the :nstrument :s not effective to prevent further ~ransfer or 

32 negotiation of tr.e instrument. 

J3 2. A~ endorsenerlt sta:i~g d conditic~ to ~he ~ight of :he 

J~ endorsee to receive pay~en: does ~ot affec~ t~e right Qf ~he 

35 endorsee to enforce ~he instrumer1t. A person paying the 

-19-
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l instrune~~ or taKing it for va:ue or col:ection may disrega:d 

2 t~e co~d::ion, and the rig~:s and liabilities of that person 

1 are not affected by w~ethe~ the co~di:ion has been fulfilled. 

4 3. r: an instr~me~: bears an endorse~en: (i) described in 

5 section 554.4201, subsection 2, or (ii) in blank or :o a 

6 par:icu:ar ba~k usrng the words ''for deposit," ··~or 

7 collection,'' or other words indicating a purpose of hav1ng :~e 

8 :ns:rument collected by a bank :or the endorser or for a 

9 particu:ar accou:1t, the ~ollow~ng r~les app:y: 

10 a. A person, other tha~ a bank, who pcrchases the 

1: i~strume~t whe~ so e~dorsed converts the insttume~t unless the 

12 amo~nt paid for the instr~men: is received by the endorser or 

13 appLied consistent"y with the endorsement. 

1~ b. A depositary bank that p~rchases the instr~ment or 

15 takes it for collection when so endorsed converts the 

16 instr~ment unless the amo~~t paid by the ban~ w:th respect to 

17 the instrument is received by the endorser or applied 

18 consistentiy with the endorsement. 

19 c. A payor bank that is also the deposi:ary ban~ or tha: 

20 takes the instrument for immediate payment over :he cou~ter 

2l from a person other :han a collecting ba~k co~ve~ts the 

22 instrune~t unless the proceeds of the instrume~: are received 

23 by the endorser ot applied consistently with :he endorsenent. 

24 d. Except as otherwise provided in paragraph c, a payor 

25 bar.k or intermediary ban< may disregard the e~dorseme~t and iS 

26 not liable i~ the proceeds of the instr~nen: are ~ot received 

27 by the e~dorser or applied co~siste~tly with the er.dorseDent. 

28 4. Except :or an endorsement covered by subsec:ior1 3, i~ 

29 an instrument bears a~ endorsement using words to the effect 

30 tnat payment is to be made to the endorsee as agent, trustee, 

31 or other fiduciary for the oe~efit of the endorser or another 

32 person, :he fol:owing rules apply: 

33 a. ~nless there lS notice o~ breach o~ :iduciary duty as 

34 p:uvided in section 554.3307, a pe:son w~o p~rchases the 

35 i:--.s~r~u:te~t ~:om t~e e:~dorsee or takes the i:1sr.ru:ne:--.t ftorr. the 

-20-
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l endorsee for collection or payment may pay the proceeds of 

2 payme11t or the value given for the instrument to the endorsee 

3 without regard to whether the endorsee violates a fiduciary 

4 duty to the endorser. 

5 b. A subsequent transferee of the instrument or person who 

6 pays the instrument is neither given notice nor otherwise 

7 affected by the restriction in the endorsement unless the 

8 transferee or payor knows that the fiduciary dealt with the 

9 instrument or its proceeds in breach of fiduciary duty. 

10 5. The presence on an instrument of an endorsement to 

ll which this section applies does not prevent a purchaser of the 

12 instrument from becoming a holder in due course of the 

13 instrument unless the purchaser is a converter under 

14 subsection 3 or has notice or knowledge of breach of fiduciary 

l5 duty as stated in subsection 4. 

16 6. In an action to enforce the obligation of a party to 

l7 pay the instrument, the obligor has a defense i E payment would 

18 violate an endorsement to which this section applies and the 

:9 payment is not permitted by this section. 

20 Sec. 35. NEW SECTION. 554.3207 REACQUISITION. 

21 Reacquisition of an instrument occurs if it is transferred 

22 to a former holder, by negotiation or otherwise. A former 

23 holder who reacquires the instrument may cancel endorsements 

24 made after the reacq~irer first became a holder of the 

25 instrument. IE the cancellation causes the instrument to be 

26 payable to the reacquirer or to bearer, the reacquirer may 

27 negotiate the instrument. An endorser whose endorsement is 

28 cancelled is discharged, and the discharge is effective 

29 against any subsequent holder. 

30 PART 3 

ENFORCEME~T OF :~STRUMENTS 

32 Sec. 36. ~EW SECTIO~. 554.3301 ?ERSON ENTITSED TO 

33 ~NFORCE I~STRUME~T. 

J~ ''Person entit:ed ~o e~force'' a~ i~st~ume~t ~ea~s (i) the 

J5 holder of the inst~ume~t, (ii) a nonholder ~n possess~o~ o~ 
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l the instc,,:r:ent '"ho has the rights of a holdec, oc (iii) a 

2 person not 1n possession of the instrument who is entitled to 

3 enforce the :nstcument pursuant to section 554.3309 or 

4 554.3418, subsection 4. A perso~ may be a person e~titled to 

5 en~orce the instrument even though ~he person is ~ot the o~ner 

6 of the instrument or is in wrongful possess:on of the 

7 1nstr"..Jme:1t. 

8 Sec. 37. ~EW SEC~ION. 554.3302 HOLDER IN DUE COURSE. 

9 l. Sub:ect to subsection J and section 554.3:06, 

10 subsection 4, ''holder in due course'' means the holder of an 

ll instrument if: 

12 a. the instr~me!l~ whe:1 ~ssued or negotiated to :he holder 

13 does not bear such apparent evidence of forgery or al:era::on 

14 or is not otherwise so irregu:ar or incomple:e as to call into 

15 question its authenticity; and 

16 b. the ho:der took the instrument ( i) for value, ( ii) 1n 

17 good ~aith, (iii) without notice that the instrument 's 

lB overdue or has been dishonored or that there is an uncured 

19 default with respect to payment of anothec instrument issued 

20 as part of the same se::ies, (iv) <lithout notice that the 

2! instrument contains an t:na~thor~zed signatute or has been 

22 altered, (v) without notice oE any claim to the ~nstr~ment 

23 described in section 554.3306, and (vi) without notice that 

24 any party has a defense or claim :n recoupment described in 

25 section 554.3305, subsect1on !. 

26 2. Not1ce of discharge of a party, other than discharge in 

27 an insolvency proceeding, is not notice oE a defense under 

28 s~bsecticn l, bu: discharge is effective against a pecson w~o 

29 became a holder in due course with notice of the discharge. 

30 Puolic filing or recording o: a document does not of itsecf 

31 constitute notice of a defense, cla:m in reco~pmen:, or claim 

32 to the ~nst~~me~:. 

33 3. Except to the ex:ent a :ra~sEeror or predecessor :n 

34 ~nte:est has rights as a ~o~der ~n d~e course, a person does 

35 not acquire rights o: a hc:det in due course of an instrument 
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l taken {i) by legal process or by purchase in an execution, 

2 bankruptcy, or creditor's sale or similar proceeding, {ii) by 

3 purchase as part of a bulk transaction not in ordinary course 

4 of business of the transferor, or {ii.i) as the successor in 

5 interest to an estate or other organization. 

6 4. If, undec section 554.3303, subsection l, paragraph 

7 "a", the promise of performance that is the consideration for 

8 an instrument has been partially performed, the holder may 

9 assert rights as a holder in due course of the instrument only 

lO to the fraction of the amount payable undec the instrument 

ll equal to the value of the partial performance divided by the 

12 value of the promised performance. 

l3 5. If { i) the per sou entitled to enforce an instrument has 

14 only a security interest in the instrument and {ii) the person 

15 obliged to pay the instrument has a defense, claim in 

16 recoupment, or claim to the instrument that may be asserted 

17 against the person who granted the security interest, the 

18 person entitled to enforce the instrument may assert rights as 

19 a holder in due course only to an amount payable under the 

20 instrument which, at the time of enforcement. of the 

21 instrument, does not exceed the amount of the unpaid 

22 obligation secured. 

23 6. To be effective, notice must be received at a time and 

24 in a manner that gives a reasonable opportunity to act on it. 

25 7. This section is subject to any law limiting status as a 

26 holder in due course in particular classes of transactions. 

27 Sec. 38. NEW SECTION. 554.3303 VALUE AND CONSIDERATION. 

28 l. An instrument is iss~ed or transferred for value i:: 

29 a. the instc~ment is issued or transferred for a promise 

30 of performance, to the extent the promise ~as been performed; 
Jl b. the transferee acquires a security interest or other 

32 lien 1n the instrumen: other :han a lien obtained by judicia: 

33 proceeding; 

34 c. the i~strument is ~ssued or :ra~s~er~ed as payme~t ~f, 

35 or as security for, a~ antecedent cla~~ against any person, 
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l whethe~ o: not tr.e claim lS due; 

2 d. t~e instrume~t is iss~ed ~r transferred 1n excta~ge for 

3 a ~egotiable inst~ument; or 

4 e. the instrument :s :ssued or transferced in exchange :or 

5 the incurring of an irrevocable obligation to a :~ird party by 

6 the person taKing the instr~ment. 

7 2. ''Consideration" means a~y consideration sufficie~t :o 

8 support a simple contract. The drawer or make~ of an 

9 instrument has a de:e~se if the instrume~t is iss~ed without 

10 consideration. If an ins:rume~t is issued for a promise of 

11 perfor~a~ce, the issuer has a defense to the extent 

12 performance of the promise is due and :he promise has not been 

l3 performed. If an instrument is issued for value as sta:ed :n 

14 subsection l, the instrument is also issued for consideratio~. 

15 Sec. 39. NEW SECT:ON. 554.3304 OVERDUE INS~RUMENT. 

16 l. An instrument payable on demand becomes overdue at the 

17 earliest of the follow:ng times: 

18 a. on the day after the day demand for payment is du:y 

19 made; 

20 b. if the instrument 1s a check, ninety days after its 

21 date; or 

22 c. if the instrument is not a check, when the instrument 

23 has been outstand:ng for a period of time after its date which 

24 is unreasonably long under the circumstances of the particu:ar 

25 case in light of the natu~e of the instrument and usage of the 

26 trade. 

27 2. With respect to an instrument payab:e at a definite 

28 time the following ru:es apply: 

29 a. If the principal is payable in install~en:s and a due 

30 date has not been acce:erated, :he instrunent becomes ove~due 

31 upon default ucder the ics:ru~ent for nonpaymen: of ac 

32 i~stallment, and the instrument remains overd~e until ~~e 

33 de:a~lt is cured. 

34 b • IE the pr~ncipal is no: payable 

35 due date has not been acce:erated, the instr~ment beco~es 
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1 overdue on the day after the due date. 

2 c. If a due date with respect to principal has been 

3 accelerated, the instrument becomes overdue on the day after 

4 the accelerated due date. 

5 3. Unless the due date of principal has been accelerated, 

6 an instrument does not become overdue if there is default in 

7 payment of interest but no default in payment 

8 Sec. 40. NEW SECT:ON. 554.3305 DEFENSES 

9 RECOUPMENT. 

of principal. 

!\.NO CLAIMS IN 

lO l. Except as stated in subsection 2, the right to enforce 

ll the obligation of a party to pay an instrument is subject to 

12 the following: 

13 a. a defense of the obligor based on (i) infancy of the 

14 obligor to the extent it is a defense to a simple contract, 

15 (ii) duress, lack of legal capacity, or illegality of the 

16 transaction which, under other law, nullifies the obligation 

17 of the obligor, (iii) fraud that induced the obligor to sign 

18 the instrument with neither knowledge nor reasonable 

19 opportunity to learn of its character or its essencial terms, 

20 or (iv) discharge of the obligor in insolvency proceedings; 

21 b. a defense of the obligor stated in anot~er section of 

22 this Article or a defense of the obligor that would be 

23 available if the person entitled to enforce the instrument 

24 were enforcing a right to payment under a simple contract; and 

25 c. a claim in recoupment of the obligor against the 

26 original payee of the instrument if the claim arose from the 

27 transaction that gave rise to the instrument; but the claim of 

28 the obligor may be asserted against a transferee of the 

29 :nstrument only to reduce the amount owing on the ~nstrument 

30 at the t:me the action is brough~. 

3l 2. The r:ght of a holder in due course to enforce the 

32 obligat:on of a party ~o pay :~e instrument is subject to 
'J a·e~ .... ~ 1-h o·. • d :., .... e .. ses o .... LJ.e o 1.1gor SLate 

J4 ht~t is not subjec: to defe~ses c: tr.e obligor :::;tated 1:-1 

uau, 

35 subsec~ion l, paragraph ''b'', or clains in recoupme~t stated in 
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l subsectio:~ l, paragraph '1c'', against a pe~son other than the 

2 ho:de~. 

3 3. Except as sta:ed in subsect1oc 4, in a~ act~oc :o 

4 e~force ~he obJ.igation o~ a party to pay the ~nstru~e~t, the 

5 obiigor may not assert against the person entitled to en~orce 

6 the iP.s~~ument a de:e~se, c:aim in recoupme~t, or claim to ~~e 

7 Lnstr~nect (sectio~ 554.3306) of anot~er person, but the other 

8 person's c:aim to the instrument may be asserted by the 

9 obligor if the other person is joined in the action and 

10 persoca:ly asserts the claim against the pe~son entit~ed to 

ll enforce the instrument. An obligor is not obliged :o pay the 

12 instrument if the person see~ing enforce~ent of the instrument 

13 does not have rights of a holder in due course acd :he obligor 

14 proves :hat the instrument is a lost or stole~ instrument. 

15 4. In an action to enforce :he obligation of an 

:6 acco~~odation party to pay an instrument, the accommodation 

17 party may assert against the person entitled to enforce the 

:8 instrumetlt any defense or cla1m in recoupment under subsection 

l9 l that the accommodated party could assert against the person 

20 entitled to enforce the instrument, except the defenses of 

21 discharge in insolvency proceedings, infancy, and lack of 

22 legal capacity. 

23 Sec. 4l. NEW SECTION. 554.3306 CLAIMS TO AN :NSTRUMENT. 

24 A person taking an instrument, other than a person having 

25 rights of a hocder in due course, is subject to a claim of a 

26 proper~y or possesso~y right i~ the i~strument or its 

27 proceeds, includi~g a cla1m :o rescind a negotiation and to 

28 recover the instrumen: or ::s proceeds. A pe~so~ havi~g 

29 r1ghts of a holder in due course takes free of tr.e claim to 

30 the instr~ner.t. 

31 Sec. 42. NSW SECT:O~. 554.3307 ~OTICE 0? BREACH OF 

32 FI~UCIARY ~UTY. 

]] In thls sectio~: 

i.i. '~fi.duc.:..a:-yn :':'lea:-:s a~ age:-1~, :::-:Js:ee, partne::-, corporate 

35 office:- or direc:cr, or other representative owi~g a ~~d~c~ary 
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1 duty with respect to an instrument. 

2 b. "Represented person" means the principal, beneficiary, 

3 partnership, corporation, or other person to whom the duty 

4 stated in paragraph "a" is owed. 

5 2. If (i) an instrument is taken from a fiduciary for 

6 payment or collection or for value, (ii) 

7 knowledge of the fiduciary status of the 

the taker has 

fiduciary, and (iii) 

8 the represented person makes a claim to the instrument or its 

9 proceeds on the basis that the transaction of the fiduciary 1s 

10 a breach of fiduciary duty, the following rules apply: 

ll a. Notice of breach of fiduciary duty by the fiduciary 1s 

12 notice of the claim of the represented person. 

13 b. In the case of an instrument payable to the represented 

14 person or the fiduciary as such, the taker has notice of the 

15 breach of fiduciary duty if the instrument 1S ( i ) taken 1n 

l6 payment of or as security for a debt known by the taker to be 

17 the personal debt of the fiduciary, ( i i) taken in a 

18 transaction known by the taker to be for the personal benefit 

19 of the fiduciary, or (iii) deposited to an account other than 

20 an account of the fiduciary, as such, or an account of the 

21 represented person. 

22 c. If an instrument is issued by the represented person or 

23 the fiduciary as such, and made payable to the fiduciary 

24 personally, the taker does not have notice of the breach of 

25 fiduciary duty unless the taker knows of the breach of 

26 fiduciary duty. 

27 d. If an instrument 1s issued by the represented person or 

28 the fiduciary as such, to the taker as payee, the taker has 

29 notice of the breach of fiduciary duty if the instrument is 

30 (i) ~ake~ in payment of or as security for a debt known by the 

11 caker to be the personal debt of the fiduciary, ( ii) taken in 

12 d transaction know~ by the ta~er to be for the personal 

33 benefit of the fiduciary, or (ill) deposi~ed to an account 

14 other than a~ accou~t of the fiduciary, as s~ch, or an account 

3S of the represented pe~son. 
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1 Sec. 43. NEW SECTcON. 554.3308 ?ROOF OF SIGNATURES AND 

2 STATCS AS HOLDER IN DGE COURSE. 

3 l. ~n an action ~o;ith respect :o an :nstn:ment, the 

C authenticity of, and a~tharity to maKe, each signature o~ the 

5 instrument is admitted unless specifically denied in the 

6 pleadings. If the va:idity of a signature is denied in the 

7 pleadings, the burden of estab:ishing validity is on the 

8 pe~son claiming validity, but the signature is presumed to be 

9 a~thentic and a~thorized unless the action is to enforce the 

10 1iabi:ity of the purported signer and the signer is dead o: 

ll 1ncompeter.t at the time of trial of the issue of validity of 

12 the signature. If an action to enforce the instrument is 

13 brOtJght against a person as the Jndisclosed principal o~ a 

l4 person who signed the instrument as a party to the instcument, 

"5 the plaintiff has the burden of establishing that the 

~6 defendant is liable on the instrument as a represented person 

17 under section 554.3402, subsection l. 

18 2. If the validity of signatures is admitted or proved and 

19 there is compliance with subsection 1, a plaintiff prod~cing 

20 the instrument is entitled to payment if the plaintiff proves 

21 entitlement to enforce the instrument under section 554.3301, 

22 unless the defendant proves a defense or claim in recoupmen:. 

23 If a defense or claim in recoupment is proved, the righ: to 

24 pay~ent of the piaintiff is subjec: to the defense or claim, 

25 except to the exten: the plaintiff proves that the plaintiff 

26 has rights of a holder in due course which are net sub~ect :o 

27 the de~ense or claim. 

28 Sec. 44. NEW SECTION. 554.3309 ENE'ORCE!-!ENT Of' LOST, 

29 DESTROYED, OR STOLEN INSTRUMENT. 

30 l. A perso~ not in possessio~ of an instrument is en~itled 

3l to enforce the i~stcu~ent if: (i) the pecson was in 

32 possession o~ the instcument and e~tit:ed to enforce •· whe~ 

33 loss of possession occurced, (ii) the loss of possessio:1 '"as 

34 ~ot the resul~ cf a ~ransfer by the person o: a la~~u: 

35 seiz~re, and (il~) the perso~ canno: reasonably obtain 
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l possession of the instrument because the instrument was 

2 destroyed, its whereabouts cannot be determined, or it is in 

3 the wrongful possession of an unknown person or a person that 

4 cannot be found or is not amenable to service of process. 

5 2. A person seeking enforcement of an instrument under 

6 subsection l must prove the terms of the instrument and the 

7 person's right to enforce the instrument. 

8 made, section 554.3308 applies to the case 

If that proof is 

as if the person 

9 seeking enforcement had produced the instrument. The court 

10 may not enter judgment in favor of the person seeking 

ll enforcement unless it finds that the person required to pay 

12 the instrument is adequately protected against loss that might 

13 occur by reason of a claim by another person to enforce the 

14 instrument. Adequate protection may be provided by any 

15 reasonable means. 

16 Sec. 45. NEW SECTION. 554.3310 EFFECT OF INSTRUMENT ON 

17 OBLIGATION FOR WHICH TAKEN. 

18 l. Unless otherwise agreed, if a certified check, 

19 cashier's check, or teller's check is taken for an obligation, 

20 the obligation is discharged to the same extent discharge 

21 would result if an amount of money equal to the amount of the 

22 instrument were taken in payment of the obligation. Discharge 

23 of the obligation does not affect any liability that the 

24 obligor may have as an endorser of the instrument. 

25 2. Unless otherwise agreed and except as provided in 

26 subsection 1, if a note or an uncertified check is taken for 

27 an obligation, the obligation is suspended to the same extent 

28 the obligation would be discharged if an amount of money equal 

29 to the amount of the instrument were taken, and the fo:lowing 

30 rules apply: 

a. In the case of an uncertified check, suspension of the 

32 obligation continues until dishonor of the check or until it 

33 is paid or certified. Pay~ent or cercification of the check 

34 resu:~s i~ disc~arge of the ob~igation to ~he extent of the 

35 amoun~ of the chec~. 
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b. In :he case of a note, suspension of the obligation 

2 continues until dishonor of the note or until it is paid. 

3 Pay~ent of the note results :n discharge or the obligation to 

4 the extent of c~e payment. 

5 c. Except as provided in paragraph ''d'', if the check or 

6 note is dishonored and the obligee of the obligation for which 

7 the instru~ent was taken is the person entitled to enforce the 

8 instrume~t, the obligee may enforce eithe~ the instrume~t or 

9 the obligation. In the case of an ins~rument of a third 

10 person which 1s negotiated to the obligee by the obligor, 

11 discharge of the obligor on the instrument also discharges the 

12 obligation. 

13 d. If the person entitled to enforce the instrument taken 

15 

16 

l7 

18 

19 

20 

2l 

22 

14 for an obligation is a person other than the obligee, the 

obligee may not enforce the obligation to the extent the 

obligation is suspended. If the obligee is the person 

entitled to enforce the instrument but no longer has 

possession of it because it was lost, stolen, or destroyed, 

the obligation may not be enforced cO the extent of the amo~nt 

payable on the instrument, and to that extent the obligee's 

rights against the obl:gor are limited to enforcement of the 

instrument. 

23 3. If an instrument other than one described in subsection 

24 l or 2 is taken for an obligation, the effect is (i) that 

25 stated in subsection l if the instrument is one on which a 

26 bank is liable as maker or acceptor, or (ii) that stated in 

27 subsection 2 in any other case. 

28 Sec. 46. NE~ SECTION. 554.3311 ACCORD AND SATISFACTION 

29 BY USE INS'I'RUM£NT. 

30 l. 

OF 

If a person against whom a claim is asserted proves 

31 that (i) t~at person in good faith tendered an instr~ment :o 

32 the c:aimant as full. sat:sfaction CJf the c:aim, ( i 1) the 

33 amount of the claim was unliquidated or sub~ect to a bona ~ide 

34 disp~te, and (iii) the claimant obtained pay~ent of :he 

35 ins:rLment, the fo::cwing subsections app:y. 
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l 2. Unless subsection 3 applies, the claim is discharged if 

2 the person against whom the claim is asserted proves that the 

3 instrument or an accompanying written communication contained 

4 a conspicuous statement to the effect that the instrument was 

5 tendered as full satisfaction of the claim. 

6 3. Subject to subsection 4, a claim is not discharged 

7 under subsection 2 if either of the following applies: 

8 a. The claimant, if an organization, proves that (i) 

9 within a reasonable time before the tender, the claimant sent 

10 a conspicuous statement to the person against whom the claim 

ll is asserted that communications concerning disputed debts, 

12 including an instrument tendered as full satisfaction of a 

13 debt, are to be sent to a designated person, office, or place, 

14 and (ii) the instrument or accompanying communication was not 

15 received by that designated person, office, or place. 

16 b. The claimant, whether or not an organization, proves 

17 that within ninety days after payment of the instrument, the 

18 claimant tendered repayment of the amount of the instrument to 

19 the person against whom the claim lS asserted. This paragraph 

20 does not apply if the claimant is an organization that sent a 

21 statement complying with paragraph "a" letter (i). 

22 4. A claim is discharged if the person against whom the 

23 claim lS asserted proves that within a reasonable time before 

24 collection of the instrument was initiated, the claimant, or 

25 an agent of the claimant having direct responsibility with 

26 respect to the disputed obligation, knew that the instrument 

27 was tendered in full satisfaction of the claim. 

2A Sec. 47. NEW SECTION. 554.3312 LOST, DESTROYED, OR 

29 STOLEN CASHIER'S CHECK, TELLER'S CHECK, OR CERTIFIED CHECK. 

30 1. In this section: 

31 a. "Check" means a cashier's check, teller's check, or 

J2 cer~ified check. 

33 o. "Claimant" means a person who cla:ms the right to 

34 receive the a@ount of a cashier's check, teller's check, or 

35 certified check that was lost, destroyed, or stolen. 
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l c. "De,~laration of loss" means a written statement, :nade 

2 under penalty of perjury, to the effect that (i) the declarer 

3 lost possession of a check, (ii) the declarer is the drawer or 

4 payee of the check, in the case of a certified check, or the 

5 remitter or payee of the check, 1n the case of a cashier's 

6 check or teller's check, (iii) the loss of possesslon was not 

7 the result of a transfer by the declarer or a lawful seizure, 

8 and (iv) the declarer cannot reasonably cbta:n possession of 

9 the check because the check was destroyed, its whereabouts 

:o cannot be deter~ined, or iL is in the wrongEu: possession of 

ll an unknown person or a person that cannot be found or is not 

12 amenable to service of process. 

13 d. "Obligated bank'' means the issuer o~ a cashier's check 

14 or teller's check or the acceptor of a certified check. 

15 2. A claimant may assert a claim to the amount of a chec~ 

:6 by a communication to the obligated bank describing the check 

17 with reasonable certainty and requesting payment of the amount 

18 of the check, if (i) the claimant is the drawer or payee of a 

19 certified check or the remitter or payee o: a cashier's check 

20 or teller's check, (ii) the communication contains or is 

21 accompanied by a declaration of loss of the claimant with 

22 respect to the chec~, (iii) the communication is received at a 

23 time and in a manner a:fording the bank a reasonable time to 

24 act on it before the check is paid, and (iv) the claimant 

25 provides reasonab:e identofication if requested by the 

26 obligated bank. Delivery of a declaration of loss 1s a 

27 warranty of the truth of the statements made 1n the 

28 declaration. If a claim is asset~ed in compliance with this 

29 subsection, the following rules apply: 

30 a. The clai~ becomes enforceable at the later of (~) the 

31 time the claim is asserted, or (ii) the ninetieth day 

32 following the date o~ the check, in the case of a cashier's 

33 check or teller's checK, or the ni~etieth day following the 

34 da:e o~ the acceptance, in the case of a cer:i~ied chec~. 

35 b. Until the claim becomes enforceable, lt has no legal 
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l effect and the obligated bank may pay the check or, in the 

2 case of a teller's check, may ~ermit the drawee to ~ay the 

3 check. Payment to a person entitled to enforce the check 

4 discharges all liability of the ob~igated bank with respect to 

5 the check. 

6 c. If the claim becomes enforceable before the check is 

7 presented for payment, the obligated bank is not obliged to 

8 pay the check. 

9 d. When the claim becomes enforceable, the obligated bank 

10 becomes obliged to pay the amount of the check to the claimant 

ll if payment of the check has not been made to a person entitled 

12 to enforce the check. Subject to section 554.4302, subsection 

13 1, paragraph "a", payment to the claimant discharges all 

14 liability of the obligated bank with respect to the check. 

15 3. If the obligated bank pays the amount of a check to a 

16 claimant under subsection 2, paragraph "b'', subparagraph (4) 

17 and the check is presented for ~ayment by a person having 

18 rights of a holder in due course, the claimant is obliged to 

19 (i) refund the payment to the obligated bank if the check is 

20 paid, or (ii) pay the amount of the check to the person having 

21 rights of a holder in due course if the check is dishonored. 

22 4. If a claimant has the right to assert a claim under 

23 subsection 2 and is also a person entitled to enforce a 

24 cashier's check, teller's check, or certified check which lS 

25 lost, destroyed, or stolen, the claimant may assert rights 

26 with respect to the check either under this section or section 

27 554.3309. 

28 PART 4 

29 LIABILITY OF PARTIES 

30 Sec. 48. NEW SECTION. 554.3401 SIGNATURE. 

31 l. A person is not liable on an instrument unless {i) the 

32 person signed the instrument, or (ii) the person is 

33 represented by an agent or represen~ative who s1gned the 

34 lnstrument and the signature is binding on the represented 

35 person 11nder section 554.3402. 
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' 2. A .olgnature • may be made (i) manually or by means of a 

the use of any name, inc:uding 

a word, mat~, or symbol 

2 device or mach1:-:e, and ( i i ) by 

3 a trade or assumed name, or by 

4 executed o~ adopted by a person with present intention to 

5 authe11ticace a writing. 

6 Sec. 49. NEW SECTION. 554.3402 SIGNATURE BY 

7 REPRESENTATIVE. 

8 1. If a person acting, or purporting to act, as a 

9 rep~esentacive signs an instrument by signing either the name 

10 of the represented person or the name of the s1gr.er, the 

11 represented person is bound by the signature to the same 

12 extent the represented person would be bound if the signature 

13 were on a simple contract. If the reptesented pe~son is 

14 bound, the signature of the representative is the ''authorized 

:5 signature of the represented person'' and the represented 

16 person is liable on the instru~ent, whether or not identified 

17 in the instrument . 

18 2. IE a representative s1gns the name of the 

:9 representative to an instrument and the signature is an 

20 authorized signature of the represented person, the following 

21 rules apply: 

22 a. If the form of the signature shows unambiguously that 

23 the signature is made on behalf of the represented person who 

24 is identified in the instrument, the ~epresentative is not 

25 liable on the instrument. 

26 b. S~.:bject to subsection 3, if ( i) the fo~:n of the 

27 signature does not show unambiguously that the signature 1s 

28 made in a representative capacity or (ii) the represented 

29 person is not identified ~n the instrument, the representative 

30 is liable on the instrument to a holder in due course that 

3~ took the ~nstrument without notice that the representative was 

32 not intended to be liable on the instrume:Jt. With ~espect :o 

33 any other person, the representati~e is liable on the 

34 i~str~~e~t unless the representat~ve proves tha: the o~igi~a: 

35 pa~ties did not 1ncend the representative to be liab:e on the 
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1 instrument. 

2 3. If a representative signs the name of the 

3 representative as drawer of a check without indication of the 

4 representative status and the check is payable from an account 

5 of the represented person who is identified on the check, the 

6 signer is not liable on the check if the signature is an 

7 authorized signature of the represented person. 

8 Sec. SO. NEW SECTION. 554.3403 UNAUTHORIZED SIGNATURE. 

9 1. Unless otherwise provided in this Article or Article 4, 

10 an unauthorized signature is ineffective except as the 

11 signature of the unauthorized signer in favor of a person who 

12 in good faith pays the instrument or takes it for value. An 

13 unauthorized signature may be ratified for all purposes of 

14 this Article. 

15 2. If the signature of more than one person is required to 

16 constitute the authorized signature of an organization, the 

17 signature of the organization is unauthorized if one of the 

18 required signatures is lacking. 

19 3. The civil or criminal liability of a person 1vho makes 

20 an unauthorized signature is not affected by any provision of 

21 this Article which makes the unauthorized signature effective 

22 for the purposes of this Article. 

23 Sec. 51. NEW SECTION. 554.3404 IMPOSTORS -- FICTITIOUS 

24 PAYEES. 

25 1. If an impostor, by use of the mails or otherv1ise, 

26 induces the issuer ~f an instrument to issue the instrument to 

27 the impostor, or to a person acting in concert with the 

28 impostor, by impersonating the payee of the instrument or a 

29 person authorized to act for the payee, an endorsement of the 

30 instrument by any person in the name of the payee is efEect:ve 

31 as the endorsement of the payee in favor of a person who, in 

32 good faitr., pays the instrument or takes it for value or for 
33 collection. 

34 2. If (i) a person whose intent determines to whom an 

15 instrument is payable (section 554.3ll0, subsection 1 or 2) 
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l does not ontend the person identified as payee to have any 

2 interest in the instrument, or (ii) the person identif~ed as 

3 payee of an instrument is a fictitious person, the following 

4 rules apply until the instrument is negotiated by special 

5 endorsement: 

6 a. Any person in possession of the instrument is its 

7 holder. 

8 b. An endorsement by any person in the name of the payee 

9 stated in the instrument is ef:ective as the endorsement of 

10 the payee in favo~ of a person who, in good faith, pays the 

11 instrument or takes it for value or for collection. 

12 3. Under subsection l or 2, an endorsement is made in the 

13 name of a payee if {i) it is made in a name substantially 

15 

16 

14 similar to that of the payee or (ii) the instrument, whether 

or not endorsed, is deposited in a depositary bank to an 

account in a name substantially similar to that of the payee. 

17 

18 

19 

20 

21 

22 

4. With respect to an instrument to which subsection : or 

2 applies, if a person paying the instrument or taking it for 

value or for collection fails to exercise ordinary care in 

paying or taking the instrument and that failure substantially 

contributes to loss resulting from payment of the instrument, 

the person bearing the loss may recover from the person 

23 failing to exercise ordinary care to the extent the failure to 

24 exercise ordinary care contributed to the loss. 

25 Sec. 52. NEW SECTION. 554.3405 EMPLOYER'S RESPONSIBILITY 

26 FOR FRAUDULENT ENDORSEMENT BY EMPLOYEE. 

27 1. In this section: 

28 a. "Employee" includes an independent cont::actor and 

29 employee of an independent contractor retained by the 

30 employer. 

31 b. ''Fraudulent endorsement'' means {i) in the case of an 

32 ins~rument payable to the employer, a forged endorsemen~ 

33 pu=por~tng to be that of the employer, or {ii) :n the case or 

34 an instrument with :espect to which the employer is :he 

35 issue:, a forged endorsement purporting to be :hat of :he 
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l person identified as payee. 

2 c. "Responsibility" with respect to instruments means 

3 authority (i) to sign or endorse instruments on behalf of the 

4 employer, (ii) to process instruments received by the employer 

5 for bookkeeping purposes, for deposit to an account, or for 

6 other disposition, (iii) to prepare or process instruments for 

7 issue in the name of the employer, (iv) to supply information 

8 determining the names or addresses of payees of instruments to 

9 be issued in the name of the employer, ( v) to control the 

10 disposition of instruments to be issued in the name of the 

ll employer, or (vi) to act otherwise with respect to instruments 

12 in a responsible capacity. "Responsibility" does not include 

13 authority that merely allows an employee to have access to 

14 instruments or blank or incomplete instrument forms that are 

15 being stored or transported or are part of incoming or 

16 outgoing mail, or similar access. 

17 2. For the purpose of determining the rights and 

18 liabilities of a person who, in good faith, pays an instrument 

19 or takes it for value or for collection, if an employer 

20 entrusted an employee with responsibility with respect to the 

21 instrument and the employee or a person acting in concert with 

22 the employee makes a fraudulent endorsement of the instrument, 

23 the endorsement is effective as the endorsement of the person 

24 to whom the instrument is payable if it is made in the name of 

25 that person. If the person paying the instrument or taking it 

26 for value or for collection fails to exercise ordinary care ln 

27 paying or taking the instrument and that failure substantial:y 

28 contributes to loss resulting from the fraud, the person 

29 bearing the loss may recover from the person failing to 

30 exercise ordinary care to the extent the failure to exercise 

31 ord1nary care contributed to the loss. 

32 3. Under subsect:on 2, an endorse~ent lS ~ade in the name 

33 of the person to who~ an instrument is payable if (i) it ls 

o4 ~ade in a name s~bstantially siffillar to the ~affie of that 

35 person or {ii) the inst~ument, whether or not endorsedt is 
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l deposited .n a depos1~ary bank to an account in a name 

2 substantiaJ.ly similar to the name oE that person. 

3 Sec. 53. N~W SEC~ION. 554.3406 NEGLIGENCE CON~RI3UTING 

~ TO FORGED SIGNATURE OR ALTERATION OF INSTRUMENT. 

5 ~. A person whose failure to exercise ordinary care 

6 substantially con:ributes to an alte~ation of an i~s:rument or 

7 to the making of a forged signature on an instrument is 

8 precluded from asserting the alteration or the forgery aga:r.st 

9 a person who, in good faith, pays the instrument or takes it 

10 for value or for col:ection. 

ll 2. Under subsection l, if the pe~son asse~ting the 

12 preclusion fails to exercise ord:nary ca~e in paying or ta<ing 

13 the instrument and that failure substantially contributes to 

14 loss, the loss is al:ocated between the person precluded and 

15 the person asserting the preclusion according to the extent to 

16 which the failure of each to exercise ordinary care 

17 contributed to the loss . 

18 3. Under subsection 1, the burden of proving failure to 

19 exercise ordinary care is on the pe~son asserting the 

20 preclusion. Under subsection 2, the burden of proving failure 

21 to exercise ordinary care is on the person precluded. 

22 Sec. 54. N~W SECTION. 554.3407 ALTERATION. 

23 1. ''Alteration'' means (i) an unauthorized change 1n an 

24 instrument that purports to ~odify in any respect the 

25 obligation of a party, or (ii) an unauthorized addition of 

26 words or numbe~s or other change to an incomplete ins:ru~ent 

27 relating to the obligation of a party. 

28 2. Except as provided in subsection 3, an alteration 

29 fraudulently made discharges a party whose obligation is 

30 affected by the altera:ion unless that party assents or is 

31 precluded from asserting the alteration. No other al:eration 

32 discharges a party, and the instrument may be enforced 

33 according to its origina" terms. 

A payor bank or drawee pay:ng a frau~ulently altered 

35 :nstrument or a person taking it :or value, in good faith and 
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1 without notice of the alteration, may enforce rights with 

2 respect to the instrument ( i ) according to its original terms, 

3 or ( i i ) 1n the case of an incomplete instrument altered by 

4 unauthorized completion, according to its terms as completed. 

5 Sec. 55. NEW SECTION. 554.3408 DRAWEE NOT LIABLE ON 

6 UNACCEPTED DRAFT. 

7 A check or other draft does not of itself operate as an 

8 assignment of funds in the hands of the drawee available for 

9 its payment, and the drawee is not liable on the instrument 

lO until the drawee accepts it. 

11 Sec. 56. NEW SECTION. 554.3409 ACCEPTANCE OF DRAFT--

12 CERTIFIED CHECK. 

13 l. "Acceptance'' means the drawee's signed agreement to pay 

14 a draft as presented. It must be written on the draft and may 

15 consist of the drawee's signature alone. Acceptance may be 

16 made at any time and becomes effective when notification 

17 pursuant to instructions is given or the accepted draft is 

18 delivered for the purpose of giving rights on the acceptance 

19 to any person. 

20 2. A draft may be accepted although it has not been signed 

21 by the drawer, is otherwise incomplete, is overdue, or has 

22 been dishonored. 

23 3. If a draft 1s payable at a fixed period 

24 the acceptor fails to date the acceptance, the 

after sight 

holder may 

25 complete the acceptance by supplying a date in good faith. 

and 

26 4. ''Certified check'' means a check accepted by the bank on 

27 which it is drawn. Acceptance may be made as stated in 

28 subsection 1 or by a writing on the check which indicates that 

29 the check is certified. The drawee of a check has no 

30 obligation to certify the check, and refusal to certify is not 

31 dishonor of the check. 

32 Sec. 57. NEW SECTiON. 554.3410 ACCEP~ANC2 VARYING DRAFT. 

J:~ l. If the terms of a drawee's acceptance vary from the 

J~ terms of the draf~ as presented, the holder may re~~se the 

15 acceptance and ~reat the draft as dishonored. :n that case, 
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1 the drawe£ may cancel the acceptance. 

2 2. The te:~s of a draft are not varied by ac acceptance to 

3 pay at a particular bank or place in the United States, unless 

4 the acceptance s:ates that the draft is to be paid only at 

5 that bank or place. ~ 

6 3. If the ho:der assents to an acceptance varying the 

7 terms of a draft, the obligation of each drawer and endorser 

8 that does not expressly assent to the acceptance is 

9 discharged. 

10 Sec. 58. NEW SEC~ION. 554.3411 REFUSAL TO PAY CASHIER'S 

11 CHECKS, TELLER'S CHECKS, AND CERTIFIED CHECKS. 

12 -· In this section, ''obligated bank'' means the acceptor of 

13 a certified check or the issuer of a cashier's check or 

14 tel:er's check bought from the issuer. 

15 2. If the obligated bank wrongfully (i) refuses to pay a 

16 cashier's check or certified check, (ii) stops pay~ent of a 

17 teller's check, or (iii) refuses to pay a dishonored ce~ler's 

18 chec~. the person asserting the right to enforce the chec~ is 

19 entitled to compensation for expenses and loss of interest 

20 resulting from the nonpayment and may recover consequential 

21 damages if the obligaced bank re:uses to pay after receiving 

22 notice of particular circumstances giving rise to the damages. 

23 3. Expenses or consequential damages under subsection 2 

24 are not recoverable if the refusal of the obligated bank to 

25 pay occurs because (l) the bank suspends payments, (ii) the 

26 obligated bank asserts a claim or defense of the bank that 1t 

27 has reasonable grounds to believe is available against the 

28 perso~ entitled ~o enEorce the instrumen:, (iii) ~~e obligated 

29 bank has a reasonable doubt whether the person de~andi~g 

30 payment is the person entitled to enforce the instrumer.t, or 

3l (iv) payment is prohibited by law. 

32 Sec. 59. NEW SECTION. 554.3412 OBLIGATIO~ 02 ISSUCR Or 

33 NOTE OR CASHIER'S CHECK. 

3~ ~he iss~e~ of a note o: cashier's check or otr.er dra:t 

35 drawn on the drawer is obliged to pay the ins:rument (i) 
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1 according to its terms at the time it was issued or, if not 

2 issued, at the time it first came into possession of a holder, 

3 or (ii) if the issuer signed an 1ncomplete instrument, 

4 according to its terms when completed, to the extent stated 1n 

5 sections 554.3115 and 554.3407. The obligation 1s owed to a 

6 person entitled to enforce the instrument or to an endorser 

7 who paid the instrument under section 554.3415. 

8 Sec. 60. NEW SECTION. 554.3413 OBLIGATION OF ACCEPTOR. 

9 1. The acceptor of a draft is obliged to pay the draft (i) 

10 according to its terms at the time it was accepted, even 

ll though the acceptance states that the draft is payable "as 

12 originally drawn" or equivalent terms, (ii) if the acceptance 

13 varies the terms of the draft, according to the terms of the 

14 draft as varied, or (iii) if the acceptance is of a draft that 

15 1s an incomplete instrument, according to its terms when 

16 completed, to the extent stated in sections 554.3115 and 

17 554.3407. The obligation is owed to a person entitled to 

18 enforce the draft or to the drawer or an endorser who paid the 

19 draft under section 554.3414 or 554.3415. 

20 2. If the certification of a check or other acceptance of 

21 a draft states the amount certified or accepted, the 

22 obligation of the acceptor is that amount. If (i) the 

23 certification or acceptance does not state an amount, (ii) the 

24 amount of the instrument is subsequently raised, and (iii) the 

25 instrument 1s then negotiated to a holder in due course, the 

26 obligation of the acceptor is the amount of the instrument at 

27 the time it was taken by the holder in due course. 

28 Sec. 61. NEW SECTION. 554.3414 OBLIGATION OF DRAWER. 

29 1. This section does not apply to cashier's checks or 

JO other drafts drawn on the drawer. 

31 2. If an unaccepted draft is dishonored, the drawer is 

12 obliged to pay the draft (:) accordi~g ~o i~s ter~s at the 

33 r1me it was issued or, if not issued, at the time it first 

34 came into possession of a ho:der, or (:i) if the drawer s1g~ed 

35 an incomplete instrument, accordi~g to ~ts terms when 
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1 completed, cO the extent stated in sections 554.3115 and 

2 554.3407. The obligation is owed to a person entitled to 

3 enforce the draft or to an endorser who paid the draft under 

4 sect.ion 554.3415. 

5 }. If a draft 1s accepted by a banK, the drawer 1s 

6 discharged, regardless of when or by whom acceptar1ce was 

7 obtained. 

8 4. If a draft 1s accepted and ~he acceptor is not a bank, 

9 the obligation of the drawer cO pay the draft if :he draft is 

10 dishonored by the acceptor is the same as the obligation of an 

11 endorser under sec:ion 554.3415, subsections 1 and 3. 

12 5. If a draft states that it is drawn "\·Jitt:out recourse" 

13 or otherwise disclaims liability of the drawer to pay the 

14 draft, the drawer is not liable under subsection 2 to pay tt:e 

15 draft if the draft is not a check. A d1sclaimer of the 

16 liability stated in subsection 2 is not effective if the draft 

17 is a check • 

18 6. If (i) a check 1s not presented for payment or given to 

19 a depositary bank for collection within thirty days after its 

20 date, (ii) the drawee suspends payments after expiration of 

21 the thirty-day period without paying thE ct:eck, and (iii) 

22 because of the suspension of payments, the drawer is deprived 

23 of funds maintained with the drawee to cover payment of the 

24 check, the drawer to the extent deprived of funds may 

25 discharge its obligation to pay the checK by assigning to the 

26 person entit:ed to enforce the check the rights of the drawer 

27 against the drawee with respect to the funds. 

28 Sec. 62. NEW SECTION. 554.3415 OBLIGATIO~ Of ENDORSER. 

29 1. Subject to subsections 2, 3, and 4 and to section 

30 554.3419, subsection 3, if an instrument is disho~ored, an 

31 endorser is obliged to pay the amoun: due on the instrume~t 

32 (i) according :o t~e terms of the instrume~t at the ti~e ~t 

33 was endorsed, or (ii) if the endorser endorsed an incomplete 

34 instru~ent, according to its :erms when completed, to tt:e 

35 extent stated in sections 554.3115 and 554.3407. ~he 
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1 obligation of the endorser is owed to a person entitled to 

2 enforce the instrument or to a subsequent endorser who paid 

3 the instrument under this section. 

4 2. If an endorseme11t states that it is made "without 

5 recourse" or otherwise disclaims liability of the endorser, 

6 the endorser is not liable under subsection 1 to pay the 

7 instrument. 

8 3. If notice of dishonor of an instrument is required by 

9 section 554.3503 and notice of dishonor complying with that 

10 section is not given to an endorser, the liability of the 

ll endorser under subsection 1 is discharged. 

12 4. If a draft is accepted by a bank after an endorsement 

13 is made, the liability of the endorser under subsection 1 is 

14 discharged. 

15 5. If an endorser of a check is liable under subsection l 

16 and the check is not presented for payment, or given to a 

17 depositary bank for collection, within thirty days after the 

18 day the endorsement was made, the liability of the endorser 

19 under subsection 1 is discharged. 

20 Sec. 63. NEW SECTION. 554.3416 TRANSFER WARRANTIES. 

21 l. A person who transfers an instrument for consideration 

22 warrants to the transferee and, if the transfer is by 

23 endorsement, to any subsequent transferee that: 

24 a. the warrantor is a person entitled to enforce the 

25 instrument; 

26 b. all signatures on the instrument are authentic and 

27 authorized; 

78 c. the instrument has not been altered; 

29 d. the instr~ment is not subject to a defe~se or claim 1n 

30 recoupment of any party which can be asserted against the 
31 warrantor; and 

32 e. the warrantor has no knowledge of any i~solvency 

JJ proceeding commenced ·.vi:!l respect to the mai<er or acceptor or, 

34 in the case of an ~naccepted draft, the drawer. 

15 2. A person to whom the warrant~es under subsection 1 are 
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1 made a!'.d \·li:o took the instrument 1n good faith may recover 

2 from the warrantor as danages Eor breach of warranty a~ amount 

3 equal to the loss suffered as a resul~ of the breach, but not 

4 more than the amount of the inst:ument plus expenses and :oss 

s of interest incurred as a result of ~he breach. 

6 3. The warranties stated in subsection 1 cannot be 

7 disclaimed with respect to checks. Jnless notice of a c:aim 

8 for breach of warranty is given to the warrantor within thirty 

9 days after the claimant has reason to know of the breach and 

10 the 1dentity of the warrantor, the :iability of the warrantor 

ll under subsection 2 is discharged to the extent of any loss 

12 caused by the delay :n giving notice of the claim. 

13 4. A cause o: action for breach of warranty under this 

14 section accrues when the claimant has reason to know of the 

15 bre<~ch. 

16 

17 

18 

19 

20 

21 

22 

23 

Sec. 64. NEW SECTION. 554.3417 PRESENTMENT WARRANT:ES . 

l. If an unaccepted draft is presented to the drawee for 

payment or acceptance and the drawee pays or accepts the 

draft, (i) the person obtaining paynent or acceptance, at the 

time of presentment, and (ii) a previous transferor of :he 

draft, a~ the time of transfer, warrant to the drawee making 

payment or accepting the draft in good faith that: 

a. the warrantor is, or was, at the time the warrantor 

24 transferred the draft, a person entitled to enforce ~he draft 

25 or authorized to obtain payment or acceptance of the draft on 

26 behalf of a person entitled to enforce the draft; 

27 b. the draft has not been altered; and 

28 c. the warrantor has no knowledge that the signature of 

29 the drawer of the draft is unauthorized. 

30 2. A drawee making payment may recover from any warrantor 

31 damages for breach of wa~ranty equa: to the amouz1t paid by the 

32 drawee less ~he amount the drawee rece~ved or is entitled to 

33 rece:ve from the drawer because of the payment . Ir: adC:it~on, 

34 the drawee is en:it:ed to cornpe~sat~on for expe~ses a~d :oss 

35 of :nterest resul=ing Erom the breach. The right of the 
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1 drawee to recover damages under this subsection is not 

2 affected by any failure of the drawee to exercise ordinary 

3 care in making payment. If the drawee accepts the draft, 

4 breach of warranty is a defense to the obligation of the 

5 acceptor. If the acceptor makes payment with respect to the 

6 draft, the acceptor is entitled to recover from any warrantor 

7 for breach of warranty the amounts stated in this subsect1on. 

8 3. If a drawee asserts a claim for breach of warranty 

9 under subsection 1 based on an unauthorized endorsement of the 

10 draft or an alteration of the draft, the warrantor may defend 

11 by proving that the endorsement is effective under section 

12 554.3404 or 554.3405 or the drawer is precluded under section 

13 554.3406 or 554.4406 from asserting against the drawee the 

14 unauthorized endorsement or alteration. 

15 4. If (i) a dishonored draft is presented for payment to 

16 the drawer or an endorser or (ii) any other instrument is 

17 presented for payment to a party obliged to pay the 

18 instrument, and (iii) payment is received, the fc:lowing rules 

19 apply: 

20 a. The person obtaining payment and a prior transferor of 

21 the instrument warrant to the person making payment in good 

22 faith that the warrantor is, or was, at the time the warrantor 

23 transferred the instrument, a person entitled to enforce the 

24 instrument or authorized to obtain payment on behalf of a 

25 person entitled to enforce the instrument. 

26 b. The person making payment may recover ~rom any 

27 warrantor for breach of warranty an amount equal to the amount 

28 paid plus expenses and loss of interest resulting from the 

29 breach. 

30 5. The warranties stated in subsections l and 4 cannot be 

31 disclaimed with respect to checks. Unless notice of a claim 

32 for breach of warranty is given to the warrantor within th~rty 

33 days aEter the claimant has reason to ~now of the breach a~d 

34 :he identity of the warrantor, :he liability of ~he war~antor 

35 under subsection 2 or 4 is discharged to the ex:ent of any 
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l loss caused by the delay 1n giving notice of the claim. 

2 6. A cause of action for breach of warranty under this 

3 section accrues when the claimant has reason to know of the 

4 breach. 

5 Sec. 65. NEW SECTION. 554.34l8 ?AYME:NT OR ACCE?'I'ANCE: BY 

6 MISTAKE. 

7 l. Except as provided in S;.Jbsection 3' if the drav;ee o:: a 

8 draft pays or accepts the draft and the d~a~.Jee acced on the 

9 mista~en belief that ( i ) payme:1t of :he draft had :-:ot been 

10 stopped pursuant to section 554.4403 or ( :. i) the signature of 

ll the drat.:er of the draft was authorized, the draHee may recover 

12 the amoc:nt of the draft from the person to whom or for >·I hose 

l3 benefit payme:1t was made or, in the case of acceptance, may 

14 revo~e the acceptance. Rights of the drawee u:1der th:s 

15 subsection are not affected by fa:lure of the draHee to 

16 exercise ordinary care in paying or accepting the dra:t. 

17 2. Except as provided 1n subsection 3, if an i:1strumen: 

18 has bee:-: paid or accepted by mistake and the case is not 

19 covered by subsection l, :he person paying or accepting may, 

20 to the extent permitted by the law governing mista~e and 

21 restitutio:1, (i) recover the payment from the person to Hhom 

22 or for whose benefit payment was made or (ii) in the case of 

23 acceptance, may revoke the acceptance. 

24 3. The remedies provided by subsection l or 2 may not be 

25 asserted against a person who took the instrument in good 

26 faith and for val••e or who in good faith changed posi:ion in 

27 reliance on the payment or acceptance. This subsection does 

28 not :imit remedies provided by section 554.3~l7 or 554.4407. 

29 4. 

30 paid or 

Notwithstanding section 554.4215, :.f an instrument is 

accepted by mistake and the payor or accep~or recovers 

Jl pay~ent or revokes acceptance under subsection 1 or 2, the 

32 instrume:1: is deemed not to have been paid or accepted and is 

33 treated as dishonored, and the person Erom whom payment is 

34 recovered has rights as a person entitled to enforce the 

35 dlshonored ins:rument. 
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l Sec. 66. NEW SECTION. 554.3419 INSTRUMENTS SIGNED FOR 

2 ACCOMMODATION. 

J 1. If an instrument 1s issued for value given for the 

4 benefit of a party to the instrument ("accommodated party") 

5 and another party to the instrument ("accommodation party") 

6 signs the instrument for the purpose of incurring liability on 

7 the instrument without being a direct beneficiary of the value 

8 given for the instrument, the instrument is signed by the 

'l accommodation party "for accommodation." 

10 2. An acco~~odation party may sign the instrument as 

ll maker, drawer, acceptor, or endorser and, subject to 

12 subsection 4, is obliged to pay the instrument in the capacity 

13 in which the accommodation party signs. The obligation of an 

14 accommodation party may be enforced notwithstanding any 

15 statute of frauds and v1hether or not the accommodation party 

16 receives consideration for the accommodation. 

17 3. A person signing an instrument is presumed to be an 

18 accommodation party and there is notice that the instrument is 

19 signed for accommodation if the signature is an anomalous 

20 endorsement or is accompanied by words indicating that the 

21 signer is acting as surety or guarantor with respect to the 

22 obligation of another party to the instrument. Except as 

23 provided in section 554.3605, the obligation of an 

24 accommodation party to pay the instrument is not affected by 

25 the fact that the person enforcing the obligation had notice 

26 when the instrument was taken by that person that the 

27 accommodation party signed the instrument for accommodation. 

28 4. If the signature of a party to an instrument is 

29 accompanied by words indicating ~nambiguously that the party 

30 is guaranteeing collection rather than payment of the 

31 obligation of another party to the instrument, the signer is 

32 obliged ~o pay :~e amount due on the instrument to a person 

33 en~it:ed :o enforce the instrument only if (i) exec11tion of 

34 judgment against the other party has been ret~rned 

35 ·J.nsat i.sf ied, ( i i.) the other party is insolvent or i:1 an 
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L insolve~cy ~roceeding, (oii) the other par~y ca~not be served 

2 with procP~s, or (iv) it is otherwise apparent that payment 

3 cannot be obtained from the other party. 

4 5. An accommodatio~ party ~1ho pays the instrument is 

5 entitled co re~mbursement from the accommodated party and is 

6 e:1titled to enforce the instrument against the accommodated 

7 party. An accommodated party who pays the inscrument has no 

8 right of recourse against, and is not entitled to contribution 

9 from, an accommodation par::y. 

10 

11 

Sec. 67. 

l. The 

NEW SECTION. 554.3420 CONVERSION OF INSTRUMENT. 

law applicable to conversion of personal property 

12 appl1es to instruments. An instrument is also converted if it 

13 is taken by transfer, other than a negotiation, from a person 

14 not entitled to enforce the instrument or a bank makes or 

15 obtains payment with respect to the instrument for a person 

16 not entitled to enforce the instrument or receive payment. An 

l7 action for conversion of an 1nstrument may not be brought by 

18 (i) the iss~er or acceptor of the instrument or (ii) a payee 

19 or endorsee who did not receive delivery of the instrument 

20 either directly or through delivery to an agent or a co-payee. 

21 2. In an action under subsect1on l, the meas~re of 

22 liability 1s presumed to be the amount payable on the 

23 instrument, but recovery may not exceed the amount of the 

24 plaintiff's interest in the instrument. 

25 3. A representative, other than a depositary bank, who has 

26 ln good fa:th dealt with an instrument or :ts proceeds on 

27 behalf of one who was not :he person ent:tled to enforce the 

28 instrument lS not liable in conversion to that person beyond 

29 the amount of any proceeds that it has not paid out. 

30 ?ART 5 

31 JISHONOR 

32 Sec. 68. NE'ri SEC'r:ON. 554.350i PRSSENTME:-l'C. 

33 l. ''Presentment'' means a demand xade by or on behal~ o~ a 
34 person enc:tled to er.~orce a~ 1nstru~ent (:) :o pay the 

35 instru~ent made to the drawee or a party obl1ged to pay the 
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1 instrument or, in the case of a note or accepted draft payable 

2 at a bank, to the bank, or (ii) to accept a draft made to the 

3 drawee. 

4 2. The following rules are subject to Article 4, agreement 

5 of the parties, and clearing-house rules and the like: 

6 a. Presentment may be made at the place of payment of the 

7 instrument and must be made at the place of payment if the 

8 instrument is payable at a bank in the United States; may be 

9 made by any co~~ercially reasonable means, including an oral, 

cO written, or electronic communication; is effective when the 

ll demand for payment or acceptance is received by the person to 

12 whom presentment is made; and is effective if made to any one 

13 of two or more makers, acceptors, drawees, or other payors. 

14 b. Upon demand of the person to whom presentment is made, 

15 the person making presentment must (i) exhibit the instrument, 

16 (ii) give reasonable identification and, if presentment is 

l7 made on behalf of another person, reasonable evidence of 

18 authority to do so, and (iii) sign a receipt on the instrument 

19 for any payment made or surrender the instrument if full 

20 payment is made. 

21 c. Without dishonoring the instrument, the party to whom 

22 presentment 1s made may (i) return the instrument for lack of 

23 a necessary endorsement, or (ii) refuse payment or acceptance 

24 for failure of the presentment to comply with the terms of the 

25 instrument, an agreement of the parties, or other applicable 

26 law or rule. 

27 d. The party to whom presentment 1s made may treat 

28 presentment as occurring on the next business day after the 

29 day of presentment if the party to whom presentment is made 

30 has established a cut-off hour not earlier than two p.m. for 

Jl the receipt and processing of instruments presented for 

32 paymenc or acceptance and presentment is made after the cut-

33 off hour. 

Sec. 69. NEW SECT!ON. 554.3502 DcSEONOR. -----+·--
35 uisho~or of a ~ote is gover~ed by ~he following rules: 
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l a. If ~ne note is payable on demand, the note is 

2 dishonored if presentment is duly made to the maker and t~e 

3 note is not paid on the day of presentment. 

4 b. If the note is not payable on demand and is payable at 

5 or tnrough a bank or t!le terms of the note requ1re 

6 presentme:1t, the note is dishonored if presen t1~en ~- is ddy 

7 made and the note is not paid on the day it becomes payable or 

8 the day of presentment, whichever is later. 

9 c. If the note is :10t payable on demand a:1d paragraph 11 h 11 

10 does not app:y, the note is dishonored if lt is not paid on 

ll the day it becomes payable. 

12 2. Dlshonor of an unaccepted draft other than a 

13 documentary draft is governed by the following rules: 

l4 a. If a check is du~y presented for payment to the payor 

15 bank otherwise than for immediate payment over the counter, 

16 ~~e check is dishonored '" l c the payor bank mai<es timely re~urn 

17 of the check or sends timely notice of dishonor or nonpayment 

18 under sec: ion 554.4301 or 554.4302, or becomes accountable for 

19 t~e amount of the checi< under section 554.4302. 

20 b. If a draft is payable on dentand and paragraph a does 

21 not apply, the draft is dishonored if presentment for pay:ne:lt 

22 1s duly made to the drawee and the draft is not paid on the 

23 day of presentment. 

24 c. If a draft is payable on a date stated in the draft, 

25 the draft is dishonored if (i) presentment for payment is duly 

26 nade to the drawee and payment is not made on the day the 

27 draft becomes payable or the day of presentment, whichever is 

28 :ater, or (ii) presentment for acceptance is duly made be:ore 

29 the day t~e draft becomes payable and the draft is not 

30 accepted on the day of presentmen~. 
., . d. ." a draft is payable on elapse of a period of time J!.. •• 

32 after sight or acceptance, t!'le dra:t lS disr.onored : " •• 
33 presentment for acceptance is duly made and the draft is not 

34 accepted o~ the 

35 3. Dishonor 

day o~ presentmen:. 

of a~ unaccep:ed documentary 

-so-

dra:t occurs 
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1 according to the rules stated in subsection 2, paragraphs ''b", 

2 ''c", and "d'', except that payment or acceptance may be delayed 

3 without dishonor until no later than the close of the third 

4 business day of the drawee following the day on which payment 

5 or acceptance is required by those paragraphs. 

6 4. Dishonor of an accepted draft is governed by the 

7 following rules: 

8 a. If the draft 1s payable on demand, the draft is 

9 dishonored if presentment for payment is duly made to the 

10 acceptor and the draft is not paid on the day of presentment. 

11 b. If the draft is not payable on demand, the draft is 

12 dishonored if presentment for payment is duly made to the 

13 acceptor and payment is not made on the day it becomes payable 

14 or the day of presentment, whichever is later. 

15 5. In any case 

16 for dishonor under 

in which presentment is otherwise required 

this section and presentment is excused 

17 under section 554.3504, dishonor occurs without presentment if 

18 the instrument is not duly accepted or paid. 

19 6. If a draft is dishonored because timely acceptance of 

20 the draft was not made and the person entitled to demand 

21 acceptance consents to a late acceptance, from the time of 

22 acceptance the draft is treated as never having been 

23 dishonored. 

24 Sec. 70. NEW SECTION. 554.3503 NOTICE OF DISHONOR. 

25 l. The obligat1on of an endorser stated in section 

26 554.3415, subsection land the obligation of a drawer stated 

77 in section 554.3414, subsection 4, may not be enforced unless 

28 (i) the endorser or drawer is given notice of dishonor of the 

29 instrument complying with this section or (ii) ~otice of 

30 dishonor is excused under section 554.3504, subsection 2. 

31 2. Notice of dishonor may be given by any person; may be 

32 g~ven by any c<::.T.'11ercially reasonable means, including an oral, 

!3 :.,.ritte~, or ~lect~onic corr.mur:icatior-.; and is sufficient if it 

J4 ~easo:1ab:y identifies the i~strurnent and i~dicates that the 

15 lnstrume~t has been dishonored or ~as net been paid or 
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l accepted. :<eturn of an instrument given to a bank for 

2 collection is sufficient notice of dishonor. 

3 3. Subject to section 554.3504, subsection 3, with respect 

4 to an instrument taken for collection by a collec~ing bank, 

5 notice of dishonor must be given (i) by the bank before 

6 midnight of the next banking day following the banking day on 

7 which the bank receives notice of dishonor of the instrument, 

8 or (ii) by any other person within thirty days following the 

9 day on which the person receives notice of dishonor. With 

10 respect to any other instrument, notice of dist1onor must be 

ll given within thirty days following the day on which dishonor 

12 occurs. 

13 Sec. 7~. NEW SECTION. 554.3504 EXC~SEu PRESENTMENT AND 

14 NOTICE OF DISHONOR. 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

l. Presentment for payment or acceptance of an instrument 

is excused if (i) the person entitled to present the 

instrument cannot with reasonable diligence make presentment, 

(ii) the maker or acceptor has repudiated an obligation to pay 

the instrument or is dead or in insolvency proceedings, (iii) 

by the terms of the instrument presentment is not necessary to 

enforce the obligation of endorsers or the drawer, (iv) the 

d r a1·1e r or endorser whose ob:i.gation is being enforced has 

waived presentment or otherwise has no reason to expect or 

right to require that the instrument be paid or accepted, or 

( v) the drawer instre~cted the drawee not to pay or accept the 

26 draft or the drawee was not obligated to the drawer :o pay the 

27 draf:. 

28 2. Notice of dishonor is excused if (i) by the terms cf 

29 the instrument notice of dishonor is not necessary to enforce 

30 t~e obligation of a party to pay the instrument, or (ii) the 

31 party whose obligation is being enforced waived notice of 

32 dishonor. A waiver of presentment is also a waiver of notice 

33 of dishonor. 

34 3. Je:ay in g1v:ng notice of dishonor is exc~sed if the 

35 delay was caused by circums:ances beyond the contro: oE the 
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1 person giv1ng the notice and the person giving the notice 

2 exercised reasonable diligence after the cause of the delay 

3 ceased to operate. 

4 Sec. 72. NEW SECTION. 554.3505 EVIDENCE OF DISHONOR. 

5 1. The following are admissible as evidence and create a 

6 presumption of dishonor and of any notice of dishonor stated: 

7 a. a document regular in form as provided in subsection 2 

8 which purports to be a protest; 

9 b. a purported stamp or writing of the drawee, payor bank, 

10 or presenting bank on or accompanying the instrument stating 

ll that acceptance or payment has been refused unless reasons for 

12 the refusal are stated and the reasons are not consistent with 

13 dishonor; 

14 c. a book or 

15 collecting bank, 

record of the drawee, payor 

kept in the usual course of 

bank, or 

business which 

16 shows dishonor, even if there is no evidence of who made the 

l7 entry. 

18 2. A protest is a certificate of dishonor made by a United 

19 States consul or vice consul, or a notary public or other 

20 person authorized to administer oaths by the law of the place 

21 where dishonor occurs. It may be made upon information 

22 satisfactory to that person. The protest must identify the 

23 instrument and certify either that presentment has been made 

24 or, if not made, the reason why it was not made, and that the 

25 instrument has been dishonored by nonacceptance or nonpayment. 

26 ~he protest may also certify that notice of dishonor has been 

27 given to some or all parties. 

28 

29 

PART 6 

DISCHARGE AND ?AYMENT 

30 Sec. 73. NEW SECTION. 554.3601 DISCHARGE AND £FFEC7 OF 

3l DISCHARGE. 

32 l. The ob:igation of a party to pay the instrument is 

33 discha~ged as stated in this Art1cle or by an act or agreemen: 

34 wi:h :he party wh~ch would discharge an obligat~on to pay 

35 money under a simple contract. 
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l 2. Discnarge of the obligation of a party is not effective 

2 against a person acquiring rights of a holder in due course of 

3 the instrument without notice oE the discharge. 

4 Sec. 74. NEW SECTION. 554.3602 PAYMENT. 

5 1. Subject :o suasection 2, an instrument is paid to the 

6 extent payment is made (i) by or on behalf of a party obliged 

7 to pay the instrument, and (ii) to a person er.titled to 

8 e~force the ins:rument. To the extent oE the payme~t, the 

9 ob~1gation of the party obliged to pay the instrument is 

10 discharged even though payment is made with knowledge of a 

ll claim to the instrument under section 554.3306 by another 

12 person. 

13 2. The obligation of a party to pay the instrument 1s not 

14 discharged under subsection l if: 

15 

16 

17 

l8 

19 

20 

a. a claim to the instrument under section 554.3306 is 

enforceable against the party receiving payme~t a~d (i) 

payment is made with knowledge by the payor that payment 1s 

prohibited by ir.junction or similar process oE a court of 

competent jurisdict1on, or (ii) in the case of an instrument 

other than a cashier's check, teller's check, or certified 

21 check, the party making payment accepted, from the person 

22 having a claim to the instrument, indemr.ity against loss 

23 resulting from refusa: to pay the person entitled to enforce 

24 the instrument; or 

25 b. the person making payment knows that the instrument is 

26 a s~olen instrument and pays a person it knows is in wrongful 

27 possession of the instrument. 

28 Sec. 75. NEW SECTION. 554.3603 TZNDER OF PAYMENT. 

29 l. If tender of payment of an obliga:ior. to pay an 

30 instrument is made to a person entitled to en~orce the 

31 instrument, the effect of tender is governed by pr1nciples o~ 

J2 law applicable to tender of payme~t under a simple contract. 

33 2. If tender of paynent of an obligation to pay an 

34 instrument :s made tc a person entitled to enforce the 

35 ins:~~me~t and the te~de: is refused, there is discr.arge, :o 
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l the extent of the amount of the tender, of the obligation of 

2 an endorser or accommodation party having a right of recourse 

3 with respect to the obligation to which the tender relates. 

4 3. If tender of payment of an amount due on an instrument 

5 is made to a person entitled to enforce the instrument, the 

6 obligation of the obligor to pay interest after the due date 

1 on the amount tendered is discharged. If presentment is 

8 required with respect to an instrument and the obligor is able 

9 and ready to pay on the due date at every place of payment 

10 stated 1n the instrument, the obligor is deemed to have made 

11 tender of payment on the due date to the person entitled to 

12 enforce the instrument. 

13 Sec. 76. NEW SECTION. 554.3604 DISCHARGE BY CANCELLATION 

14 OR RENUNCIATION. 

15 l. A person entitled to enforce an instrument, with or 

16 without consideration, may discharge the obligation of a party 

17 to pay the instrument (i) by an intentional voluntary act, 

18 such as surrender of the instrument to tr.e party, destruction, 

19 mutilation, or cancellation of the instrument, cancellation or 

20 striking out of the party's signature, or the addition of 

21 words to the instrument indicating discharge, or (ii) by 

22 agreeing not to sue or otherwise renouncing rights against the 

23 party by a signed writing. 

24 2. Cancellation or striking out of an endorsement pursuant 

25 to subsection 1 does not affect the status and rights of a 

26 party derived from the endorsement. 

27 Sec. 77. NEW SECTION. 554.3605 DISCHARGE OF ENDORSERS 

28 AND ACCOMMODATION PARTIES. 

29 1. In this section, the term ''endorser'' includes a drawer 

JO having the obligation described in section 554.3414, 

Jl subsection 4. 

32 ?. Discharge, under section 554.3604, of the obligation of 

33 a party to pay an instr~ment does not discharge the obligation 

34 of a!'. endorser or acco=odacion party havtng a right of 

35 ~ecourse against the discharged party. 
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enforce an ins:rument ag~ees, 

to an extension of the due date 

of the obligation of a party to pay the instrument, the 

extension discha~ges an endorse~ o~ acco~~odation party having 

a right of recourse against the party whose obiigation is 

extended to the extent the endorser or accommodation party 

proves that the extension caused loss to the endorser or 

accomnodation ,:larty with respect to the right of recourse. 

9 4_ If a person entitled to enforce an inscrument agrees, 

10 with or without consideration, to a material modification of 

ll the obligation of a party other than an extension of the due 

12 date, the modification discharges the obl:gat:on of an 

13 endorser or acco~~odation party having a right of recourse 

14 against the person whose obligation is modified to the extent 

15 the modification causes loss to the endorser or accommodation 

16 party with respect to the r1ght of recourse. ~he loss 

17 suffered by the endorser or accommodation party as a result cf 

18 the modification is equal to the amount of the right of 

19 recourse unless the person enforcing the instrument proves 

20 that no loss was caused by the modification or that the loss 

2l caused 

22 of the 

2 3 5. 

by the modification was an amount less than the amount 

right of recourse. 

If the obligation of a party to pay an instrument is 

24 secured by an interest in collateral and a person entitled to 

25 enforce the inscrument impairs the value of the in=erest in 

26 collateral, the obligation of an endorser or accomnodation 

27 party having a right of recourse against the obligor is 

28 discharged to the extent of the impairment. ~he value of an 

29 interest in collateral is impaired to the extent (i) the va:~e 

30 of the interest is reduced to an a~ount less than :he amount 

31 of the right of reco~rse of the party asserting discharge, or 

32 (ii) the reduction in value of tr.e inte~est causes an increase 

33 in the a~ount by which =he amour.: of the right of recourse 

34 exceeds the val~e of the interest. The burden of proving 

35 impair~er.t is on the parcy asser:ing discharge_ 

-56-



S.F. e1~ 7( fi.F. 

1 6. If the obligation of a party is secured by an interest 

2 in collateral not provided by an accow~odation party and a 

3 person entitled to enfo~ce the instrument i~pairs the value of 

4 the interest in collateral, the obligation of any party who is 

5 jointly and severally liable with respect to the secured 

6 obligation is discharged to the extent the impairment causes 

7 the party asserting discharge to pay more than that party 

8 would have been obliged to pay, taking into account rights of 

9 contribution, if imoairment had not occurred. If the party 

10 asserting discharge is an accommodation party not entitled to 

11 discharge under subsection 5, the party is deemed to have a 

12 right to contribution based on joint and several liability 

13 rather than a right to reimbursement. The burden of proving 

14 impairment is on the party asserting discharge. 

15 7. Under subsection 5 or 6, impairing value of an interest 

16 in collateral includes (i) failure to obtain or maintain 

17 perfection or recordation of the interest in collateral, (ii) 

18 release of collateral without substitution of collateral of 

19 equal value, (iii) failure to perform a duty to preserve the 

20 value of collateral owed, under Article 9 or other law, to a 

21 debtor or surety or other person secondarily liable, or (iv) 

22 failure to comply with applicable law in disposing of 

23 collateral. 

24 8. An accommodation party is not discharged under 

25 subsection 3, 4, or 5 unless the person entitled to enforce 

26 the instrument kno~;s of the accom1nodation or has notice under 

27 section 554.3419, subsection 3, that the ins~rument was signed 

28 for accommodation. 

29 9. A party is not discharged under this section if (i) the 

30 party asserting discharge consents to the event or conduc~ 

ll that is the basis of the discharge, or (ii) the instrurnen: or 

32 a separate agreement of the party provides for ~aiver of 

13 discharge under th~s section either specifica:ly or by general 

14 :anguage indica~ing that par=ies ~aive de~enses based on 

35 sure~ysh:p or impair~ent of collateral. 
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l Sec. 78. Section 554.4101, Code 1993, is a~ended to read 

2 as !:ollows: 

3 554.4101 SHORT 'r ITLE. 

4 This Article ~hari-be-~no~n-dMd may be cited as Uniform 

5 Commercial Code -- Bank Deposits and Collections. 

6 Sec. 79. Section 554.4102, Code 1993, is amended to "ead 

7 as follows: 

8 554.4102 APPSICA3ILITY. 

9 1. To the extent that items within this Article are also 

10 within the-~eope-of Articles 3 and 8, they are s~bject to the 

ll provisions of those Articles. !n-the-event-of :f there is 

12 conflict~ the-p~evi~ion~-of this Article govern-tho~e-of 

l3 gove!~ Article 3~ but the-provi~ion~-of Article 8 gove~n 

14 the~e-of governs this Articie. 

15 2. The liability of a bank for action or nonaction with 

16 respect to any an item handled by it for pLrposes of 

11 presentment, paymentL or co:lection is governed by the law of 

18 the place where the bank is located. In the case of action or 

19 

20 

2~ 

22 

23 

nonaction by 

liability lS 

or separate 

Sec. 80. 

as follows: 

or at a branch or separate office of a bank, its 

governed by the law of the place where the branch 

office is located. 

Section 554.4103, Code 1993, is amended to read 

24 554.4103 VARIATIO!' BY AGREEMENT' -- :>lEASURE OF DA.".AGES --

25 eERPAfN ACTION CONS~ITuTING ORDI~ARY CARE. 

26 The e:fect of the provisions of this Article may be 

27 var1ed by agreement exeepe-that-no-agreement-ean, but the 

28 parties to the agreement cannot disclaim a bank's 

29 respons1biiity :or cts ow~ lack of good faith or failure to 

30 exerc1se ordinary care or ee~ li~it the ~easure of damages for 

3: ~~~h the lack o: fail~re7-btlt. However, the parties ~ay 

32 determine by agreement ~e~er~iMe :he standards by which s~eh 

33 :~e bank's responsibility is to be measured if ~tleh those 

3~ s~andards are not manifestly u~reasonabie . 

35 2. Federai Reserve reg~lations and operating re~ter~ 
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1 circulars, clearing house rules, and the like, have the effect 

2 of agreements under subsection 1, whether or not specifically 

3 assented to by all parties interested in items handled. 

4 3. Action or nonaction approved by this Article or 

5 pursuant to Federal Reserve regulations or operating iette~~ 

6 con~tittlte~ circulars is the exercise of ordinary care and, 1n 

7 the absence of special instructions, action or nonaction 

8 consistent with clearing house rules and the like or with a 

9 general banking usage not disapproved by this Article, is 

10 pr1ma facie eon~tittlte~ the exercise of ordinary care. 

ll 4. The spec1ficatior. or approval of certain procedures by 

12 this Article doe~-Mot-eoM~tittlte is _not:_ disapproval of other 

13 procedures whieh that may be reasonable under the 

l4 circumstances. 

15 5. The measure of damages for failure to exercise ordinary 

16 care in handling an item is the amount of the item reduced by 

17 an amount which that could not have been realized by the tl~e 

18 exercise of ordinary care,-and-where_. __ If there is also bad 

19 faith it includes ~ other damages 7 -if-any,-~tlffered-by the 

20 party suffered as a proximate consequence. 

21 Sec. 81. Sec:ion 554.4104, Code 1993, is amended to read 

22 as follows: 

23 554.4104 DEFINITIONS AND INDEX OF DEFINITIONS. 

24 1. In this Article, unless the context otherwise requires: 

25 a. "'Account"' means any dep':22_!:_t or credit accour.t with a 

26 bank and-ineltlde~. including a chee~ing 7 -t±~e 7 -±nte~e~t-o~ 

27 5ttv±ngt~-llcceont d'O_m_anq~ __ !i.!!'.~L.._savings, passbook, share draft, 

?8 or___lj~~<xount, other than an account evi.dPnced ~-~ 

29 certificate of deposit; 

30 b. ''Afternoon'' means the period of a day between noon and 
Jl m~dr.ight; 

32 

33 

_i4 

JS 

c. 

a ban~ 

0~ i~s 

bar.k • s 

"Banking dayn r;,ea~s that the part of any ~ day on ·,.;t:ic~ 

is ope~ to :he 9ubl~c for car~ying 011 substantially all 

ba~ki~g f~nctio~s but for the 2urposes =f dete~min~~g a 

midnight deadline, shall not include Saturday, Sunda'i, 
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1 or any hol,aay when the fede~al reserve banks are ~ot 

2 pe~forming c~eck clear:~g functions; 

3 d. "Clear ir.g hOL.;Se 11 :-r:ea:--:s any ~ associa:io~ o: ba;.ks or 

payers reg~larly clearing items; 4 other 

S e. ''Customer'' mea~s any ~ pe:son having an accour1t with a 

6 ban~ or for whom a bank has agreed to col:ect ~te~s 8nd 

7 inet~de~, i~cl~dina a bank e~rryi~9 that ma~~tain~ an accoc~t 

8 wi~~ ac another ba~~; 

9 

:o 
ll 

12 

Ll 

14 

l5 

16 

17 

f. ''Doc~men~ary draft'' ~ea~s eMy-~eget±6b!e-or 

no~nego~ieb;e-d~e~~-Mith-~ee~~~~MY~~g-deetlme~t~ 7 -~eetlritie~-e~ 

ot~er··pdpe~~-to-be-de~±~ered-e9e~~~t-honor-of-~he-cir~f~ ~ 

':!_!:a!'t to be ore~e:--.t~c!_~or accepta:;ce or oa_y:n_e_::-,t_:f spect!'"ed 

do_£'-!_:r:ents, cer:i.Eiec secu_!:: _ _\:_tes (section 554.8102) or 

:r.st_:u_c_t~<;>ns for c~certi:ied s~c-~r_:_ties (sec:io~ 5S4.8c02) or 

othe_;-___ ~.?E .. ~-~ficates, s::ate:r:en~.s, or the l.ike are ~o De received 

by tlce draw.ee o~ other oavcr before acc_e.J?ta_nce or paymee1t oE 

the dra:'t; 

l8 g. ''Draft'' neans a draft as de!'ined in section 554.3104 or 

l9 an i'=:_~_n_, other than a:~ i:~strJmen:, th~_t_ is a:1 order; 

20 :.:h__:. __ '_'O=----=--ra<·Jer" meae1s a oe~son ordered in -~-d_~a_E~ __ to_~a'<e 

21 payment; 

22 1. "Item" means eny-in~t~tlffie~t-Eor-the-p8yment-of-ffloney 

23 even-thotlgh-it-~~-not-~~gotiabte-otlt-doe~-~ot-~ne=tlde-money a:1 

24 ~n~~rument or a promise or order to pay rr.one? ..!'0!1£;_~_i:>_.z_~ 

25 bar.k for collection or_..::>~Y!T\ent. The term does :10t i:1cc-:de a 

26 payf!le.::: order governed ~y Art:cle 12 or a credt: or deb_~~--<:_et_<S: 

27 sl.io; 

28 ~ ..;, 
•• ..J... ''Midnight deadli~e'' wi~h respect to a bank is 

29 midnight on its ~ex: ba~k~ng day Eo::owing the banking day on 

30 which •: recetves the relevant icem or ~otice or frorr. which 

31 the :it.1e :Cor tai<ing ac:ion com171e:1ces to f'..i:1, ·..;hichever is 

32 :ater; 

Jj 

35 ; iS_. "Se:tle" mea:1s to pay i:: casr., by c:ear ir.g house 
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l settlement, in a charge or credit or by remittance, or 

2 otherwise as in5t~tleted aareed. A settlement may be either 

3 provisional or final; 

4 It l. 

5 it has 

"Suspends 

been closed 

payments" with respect to a 

by order of the supervisory 

bank means that 

authorities, 

6 that a public officer has been appointed to take it overL or 

7 that it ceases or refuses to make payments in the ordinary 

8 course of business. 

9 2. Other definitions applying to this Article and the 

10 sections in which they appear are: 

11 ''Agreement for electronic presentment''. 

l/. "Bank". 

13 "Collecting bank". 

14 ''Depositary bank". 

15 "Intermediary bank". 

16 "Payor bank". 

17 ''Presenting bank". 

Section 554.4110. 

Section 554.4105. 

Section 554.4105. 

Section 554.4105. 

Section 554.4105. 

Section 554.4105. 

Section 554.4105. 

18 uRe~~tt~n~-benltu~-----------------------------Seetion-554~4~85~ 

19 "Presentment notice''. Section 554.4105. 

20 3. The following definitions in other Articles apply to 

21 this Article: 

22 "Acceptance". 

21 

24 "Alteration". 

25 ''Cashiers check''. 

26 :·c:~-~.~ificate of deposit". 

Section 554~34~8 

554.3409. 

Section 554.3407. 

Section 554.3104. 

Section 554.3104. 

27 "Ee~t±fieat±onu~------------------------------Seetion-554~34~±~ 

28 ''Certified check'', 

29 "Check". 

30 "Draft". 

ll ''Good ~aith''. 
--- -~~~------------

32 ''Holder in due course''. 

33 ''lnstrume:1t''. 

3-i ''Notice of disho:1or''. 
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Sec!: ion 554.3~09. 

Section 554.3104. 

Section 554.3104. 

Section 554.3103. 

Section S'i4.3302. 

Sect1on 554.3lrJ4. 

Sect:on 554~';586 

554.3503. 



• 

• 

i '''Jrdt:=:-". Sec:1on 554.3103 . 
.. ··- - ---- -----------

2 ~q ~~ i_r~~_r_y__s:_~:_e '' __ . __ -·--- ______ _ Sec:ion 554.3103. 

Se=~io~ ss~.31J~. --------

Sect <on 534-.-3':><14 

554.3501. 

£ up~eee~t~~------------------------------------S~e~~e~-S5~735B9~ 

3 ''?r::::-:-\.:.sc''. Sec:ion 5S~.3l03. ------------

Secc:on 554.3103. ----------------------------- -- ------

:.o "Te:~l?r's check". Section 554.3104. --------
, · "'JrLP1~t:o~ized si:::::a:-.'.~~e". Sec:-_ ion S'J~. 1~C1. _____ ____:: . ·-·----------"' ·- -· ----------

12 .. 
-> p~l~ctptes of constr~ctio~ a~d i~~erpre:a:ion appl~cable 

lS Sec. R2. Sec:icn ~54.4105, Code :993, :s a~ended to read 

:.: ss.;.~1os 

3A~:K" -- "COC-:.EC:'H;G 3A';!\" -- "PP..':'OR SA~:<" -- "?RSSS:\ENG 

20 I~ :his Article ctnies~-~~e-eo~text-~t~~~~~~e-~e~~ire~: 

2: --~·-?~r.k_"_mea_::~~-~-~sor: enga_sed in t!-:e bt...;si.:-:ess of 

2:? ~a_r:~ __ !. __ ~g, ___ :._.r:~_;_•-.;_si_~~g--~-~9::.~_1}.95 __ b:?-n~.,_. __ ?~y:_~_g_s__ar.d _l_qa;, 

24 

2o 

29 

e 2. 

b 

~ . ~ .... 

c:.- :rus:: co:noa:-:z; 

lS 

'':n:erme1~ary ba~~·· ~earls ~~Y a Odrl~ t~ ~hie~ a:1 :te~ 

3: :s :~a::sfe~:ed :~ co~rse of cGilect~on except ~~e depositary 

12 or 9ay~: ba~~; 

' j -:l J . 
) . e:: ' ~-
J " . ·-
- J ~ 6 
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l except a payor bank; 
2 f,--uRem~tti"g-ban~u-mea~s-e"y-~ajot<-er-intermediary-ba"~ 

3 remittin9-fer-an-item. 

4 Sec. 83. Section 554.4106, Code 1993, is amended to read 

5 as follows: 

6 554.4106 SEPARATE OfFICE OF A BANK. 

7 A branch or separate office of a bank is a separate bank 

8 for the purpose of computing the time within which and 

9 determining the place at or to which action may be taken or 

10 notices or orders 3"a~~ must be given under this Article and 

11 under Article 3. 

12 Sec. 84. Section 554.4107, Code 1993, is amended to read 

13 as follows: 

14 554.4107 TIME OF RECEIPT OF ITEMS. 

15 1. For the purpose of allowing time to process items, 

16 prove balances~ and make the necessary entries on its books to 

17 determine its position for the day, a bank may fix an 

18 afternoon hour of two P.M. or later as a cutoff hour for the 

19 handling of money and items and the making of entries on its 

20 books. 

21 2. Any An item or deposit of money received on any day 

22 after a cutoff hour so fixed or after the close of the banking 

23 day may be treated as being received at the opening of the 

24 next banking day. 

25 Sec. 85. Section 554.4108, Code 1993, is a~ended to read 

26 as follows: 

27 554.4108 DELAYS. 

28 l. Unless othe:wise instructed, a collecting bank in a 

29 good faith effort to secure payment may,-~~-t~~-ea3e of a 

30 specific item5 ite~ drawn on a payor other than a banK, and 

3l <·lith or without the approval of any person involved, ::-.ay 

32 waive, ~odi~yL or extend time limits imposed or permitted hy 

:3:l ~his chapter for a period not ~~-e~ees~-e~-e~ exceedina two 

3•; adclitiJnai. bar.king ciey days ·.,!thout discharge of ::teeendttt'j 

35 ~6r~~~~-a~d-w~thotlt drawers or endorse~s or liability to its 
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l ~ransferor or e~y ~prior party. 

2 2. Delay by a coclec:i~g ban~ or payor bank beyond time 

3 lim::s prescribed or permitted by this chapte~ or by 

4 :nsrrJc~ions is excused if (i) the delay :s caused by 

5 interruption of com.':!u:1:cation facilities, suspension of 

6 payments by another bar.k, war, emergency condi tions_,_____lai :.;.;r~ 

7 ?f equipment, or other circumstances beyond the control of the 

8 bani< pro~tided··~~ and ( ii) the __ .!?~-~ exercises such dilige:1ce as 

9 the circumstances require. 

10 

ll 

Sec. 86. NEW SEC~ION. 554.4110 ELECTRONIC ?RESENTM2NT. 

.... ''Agreeme~t for electronic presentme~t'' means an 

12 agreemenl, cleacing-house ru~e, or federal rese,ve regulation 

13 or operating ciccula,, providing that presentment of an item 

14 may be made by tcansmission of an image of an . ._ 
1 •. e:n or 

15 information desc~ibing the item ("presentment not1ce") rather 

16 than delivery of :he item itself. ~he agreement :nay provide 

17 for procedures governing rete~tion, presentment, payment, 

18 dishonor, and other matters concerning items subject to the 

19 ag r eerr.en t. 

20 2. Presentment of an i:em pursuan~ to an agree:ne~t for 

21 presentment is made ~1hen the presentment notice is received. 

22 3 . If presenc.ment is made by presentment notice, a 

21 reference to ''item'' or ''check'' in the Article mea~s the 

21 prese~tme~t notice unless the context otherwise :ndicates. 

25 Sec. 87. NEW SEC~!ON. 554.4111 ?AYABLE THROUGH OR 

26 PAYABl.E AT BA~K -- CO~LEC~!NG BANK. 

27 :f an item states that it is ''payable :hrough'' a bank 

28 :der.ttfied :~the i:e~, (i) the iten destgna:es the bar.k as a 

29 col1ect:ng ban~ and does not by itsel~ authortze the bar.k :o 

30 pay the time, and (ii) the item may be presented fo~ payme~t 

31 only by or through :he bank. 

3/. 2. I~ an ite~ states tha: it is ''payab:e dt'' a ba~k 

JJ :der~tified in the ite~, :he ~teffi lS equ:vale~: to a dra~t 

ban~ . 

JS Sec. 88. 554.42.12 STATCTE OF ~IMITATIONS. 
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1 An action to enforce an obligation, duty, or right arising 

2 under this Article must be commenced within three years after 

3 the cause of action accrues. 

4 Sec. 89. Section 554.4201, Code 1993, is amecded to read 

5 as follows: 

6 554.4201 PRESHMP~f8N-ANB-BHRAPf8N-6P-A6ENE¥ STATUS OF 

7 COLLeCTING BANKS AS AGENT AND PROVISIONAL STATUS OF CREDITS ------
8 APPLiCABILITY OF ARTICLE-- ITEM .SNDORSED "PAY ANY BANK". 

9 1. Unless a contrary intent clearly appea~s and prie~-~e 

lO 2~Jor~ the time that a settlement given by a collecting bank 

ll tor an item is or becomes final~ ts~b~ee~ie~-3-of-seetien 

12 554~4rri-and-seetien5-55474rrr-a~d-55474rr3t the bank, with 

13 !:~sp~_c;:t to the item, is an agent or subagent of the owner of 

l~ the item and any settlement given for the item is provisional. 

15 This provision applies regardless of the form of endorsement 

16 or lack of endorsement and even though credit g1ven for the 

17 1tem 1s subject to immediate withdrawal as of right or is 1n 

18 fact withdrawn; but the continuance of ownership of an item by 

19 its owner and any rights of the owner to proceeds of the item 

20 are subject to rights of a collecting bank~ such as those 

21 resulting from outstanding advances on the item and valid 

22 rights of recoupment or setoff. Whe~ If an item is handled by 

23 banks for purposes of presentment, payment, a~d colleccion, or 

24 !:e_t,u_~_::__,_ the relevant provisions of th1s Article apply even 

25 though action of the parties clearly establishes that a 

/.6 particular bank has purchased the item and is the owner oE 1t. 

27 2. After an item has been endorsed with the words ''pay any 

2R bank'' or the like, on~y a bank may acqu1re the rights of a 

29 holder until the item has been: --------·-
30 a. ~n~~~-the-~tem-ha5-been returned to the customer 

J~ initiating collection; or 

·~? b. tlntil-t~e-item-ha~-~een specially e~:do~sed by a ba~k ~o 

JJ a persor. who is no~ a bank. 

-~~ Sec. 90. Sec:.Lcr. 554.4202, Code 1993, lS ame•~ded to read 

'JS dS foi.lOVIS: 
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l 5S4.420? ~ES?ONS:BIL:TY FOR COLLECTION OR RETURN -- WHEN 

2 ACTION SbAS6NABbE Ti~E~Y. 

3 1. A col!ect1ng ba~k must tl~e exe~cise ordinary care 1n: 

4 a. presenting an 1tem or sending it ~or p~esentment; ~nd 

~ b. sending notice of dishonor or nonpayme11t or re:urning 

6 an itex ocher than a documentary dra~t to the bank's 

7 t~ans~eror or-direetry-to-the-eepe~itery-bdM~-~nde~-~tlb~eet~o~ 

8 2-of-secr±on-554~4?±2 af:er 1ear~ing that the item has not 

9 bee~ pa1d or accepted, as the case may be; end 

:o c. se~tling for an ~tem when the ban~ receives final 

11 settle~ent; and 

12 d. mek~~q-or-~ro~~d~ng-for-e~y-neee~~e~y-~~o~es~~-end 

l3 e~ r.o:ifying its transferor of any loss or delay in 

14 transit within a reasor.able time after discovery thereo~. 

l5 

:6 
l7 

l8 

19 

20 

21 

22 

23 

24 

2. A co::ecting ban~ t~~±~9-p~epe~-aet!en-befe~e-it~ 

Mid~±q~t-deacil±ne-fo~~e~~ng-~eeei~t-of-en-ite~7-no~±e~-e~ 

pey~ent-ects-~ee~e~ebiy;-~ek~ng-prope~-eetion-withtn-e 

ree~eneb~y-~ong~~-t±~e-mey-be-seeseneb~e-b~t-rhe-ben~-nes-rhe 

btlrden-of-~e-e~~a;,h,.,,:i:ng e~rC_.J:_~es ordinary care undec 

subse_s:_t::~l1.: by :aking proper ac:ior. be:'ore 1~s midr.ig~: 

dead~in_e f()ilowll~<; receipt of an ~tem.__n(J_I:~•?e, or settler.ent. 

Ta~i:~g prQ£_e_r __ ac_t:ion <vithin a reasonab:y longer _ti~~_may 

~ons~jtute the exerc:se of orsj~~rJL_care, but the ban~ has ~~e 

burden o~ estabLshing tj_~e}_iness. 

25 J. Subject to subsectior: :.~rag~':!E~: "a" a ba~k is :1ot 

26 liab:e for the i~solvency, neglec~, m~sco~duc:, ~~stakeL 0r 

27 default of anothe~ ba~k or person or ~or loss or des:ruct~on 

28 of d~ iten in the ocssessicr. Qf othe~s or i~ transit er-t~-t~e 

29 ~os~e~~~e,-eE-ee~e~~. 

30 Sec. 91. Section 554.4203, Code :993, is ar.ended to read 

3l as ~ . ~ 

.Oc;.OWS: 

32 55~.4203 EFF2C~ OF I~STRUCTIO~S. 

ins:rur.ents (sectiOII 554~~4~9 554.342C) and 
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~ restrictive endorsements (section 554.3206) only a collecting 

2 bank's ~ransferor car. give instructions whie~ that affect the 

] bank or constitute notice to itL and a collecting bank is not 

~ liable to prior parties for any action taken pursuant to ~tleh 

5 the instructions or in accordance with any agreement with its 

6 transferor. 

7 Sec. 92. Section 554.4204, Code 1993, 1s amended to read 

8asfo1Jows: 

9 554.4204 METHODS OF SENDcNG AND PRESENTING-- SENDING 

10 BfRS€~ DIRECTLY TO PAYOR 9A~K. 

1: l. A collecting bank mtl~t shall send items by~ reasonably 

:2 prompt methodL taking Lnto consideration any relevant 

:3 instructions, the nature of the item, the number of ~t:eh those 

14 ttems on hand, and the cost of collection involved, and the 

15 method generally used by it or others to present Ott:eh tho~e 

16 items. 

17 2. A collecting bank may send: 

l8 a. any an item dit"ee~ directly to the payor bank; 

19 b. any an i tern to any a - nonbar~k payor if author1zed by its 

20 transferor; and 

21 c. any an item other than documentary drafts to any 

22 nonbank payor, if authorized by Federal Reserve regulation or 

23 operating iette~ circul~~· clearing house rule, or the like. 

24 3. Presentment may be made by a 

2~ where the payor bank or other payo~ 

26 preser.tment be made. 

presenting bank at 

has requested that 

n Sec. 93. Sec~ion 554.4205, Code 1993, is ame:-~ded by 

7.8 st~i~ing the section and inse~ting in :ie~ t~e:eoE the 

n fo~low:ng: 

iO iS~.420S DE?OS:TORY BANK HOLDER OF UNINDORSE~ ITEM. 

a place 

!E a customer delive~s a~ ite~ to a depositary bank for 

!2 CJ~ lee: :o;-;: 

·;·~e depository ba~~ becomes a holder of the item at the 

J~ :~~e ~~ ~eceives t~e ~te~ fo~ col:ect~on ~f ~~e c~s~ome~ a~ 

3~ ~he :~ne of dei~ve:y was a ~olde~ o~ t~e ite~, whether or not 
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• the customer endorse the item, and, if the bank satisfies the 

2 other requ1rements of section 554.3302, it is a holder in due 

3 course; and 

4 2. The depository ban~ warrants to collec~ing banks, :he 

5 payor bank or other payor, and the drawer that the amount of 

6 the iten: •.vas paid to the customer or deposited to t!le 

7 customer's acco~n:. 

8 Sec. 94. Section 554.4206, Code 1993, is amended to read 

9 as follm;s: 

10 554.4206 TRANSFER BETWEEN 3ANKS. 

il Any agreed method w~±eh that identifies the tra~sferor ba11k 

12 1s suff1cient for the item's further transfer to another bank. 

11 Sec. 95. Section 554.4207, Code 1993, is amended by 

14 striking t!le section and 1nser:ing in lieu thereof the 

15 following: 

:6 554.4207 TRANSFER WARRAN~IES. 

17 l. A customer or collec,ing bank that transfers an item 

18 and receives a settlement or other considera:ion warrants to 

19 the transferee and to any subsequent collecting ban~ that: 

20 a. the warrantor is a person entitled to enforce the 1tem; 

21 b. all signatures on the item are authentic and 

22 authorized; 

23 c. the item has not been altered; 

24 d. the item is not subject to a defense or c:aim in 

25 recoupment (section 554.3305, subsection l) of any party :han 

26 can be asserted against the warrantor; and 

27 e. the warrantor has no knowledge of any insolve~cy 

28 proceeding commenced with respect to the maker or acceptor or, 

29 in the case of an unaccepted draft, the drawer. 

30 2. If an item is dishonored, a customer or collecting bank 

3' trans:erring the item and receiving settleme~t or ot!ler 

32 co~sideratio~ is ob:iged to pay :~e a~cu~t d~e o~ the item ( i) 

JJ acco:ding ~o the terns of the ~tem at the ~iDe it was 

34 ~rans~erred, cr (ii) ~f :he t:a~s~er was an i~co~p~e~e ~te~, 

35 according to its :erns wherl comp:eted as stated i~ sec:~ons 
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1 554.3115 and 554.3407. The obligation of a transferor is owed 

2 to the transferee and to any subsequent collecting bank that 

3 takes the 1tem 1n good faith. A transferor cannot disclaim 

4 its obligation under this subsection by an endorseme~t stating 

5 that it is made "without recourse'' or otherwise disclaiming 

6 liability. 

7 3. A person to whom the warranties under subsection l are 

8 made and who took the item in good faith may recover from the 

9 warrantor as damages for breach of warranty an amount equal to 

10 the loss suffered as a result of the breach, but not more than 

ll the amount of the item plus expenses and loss of interest 

12 inct1rred as a result of the breach. 

13 4. The warranties stated in subsection l cannot be 

14 disclaimed with respect to checks. Unless notice of a claim 

15 for breach of warranty is given to the warrantor within thirty 

16 days after the claimant has reason to know of the breach and 

17 the identity of the warrantor, the warrantor is discharged to 

18 the extent of any loss caused by the delay in giving notice of 

19 the claim. 

20 5. A cause of action 

21 section accrues when the 

22 breach. 

for breach of warranty 

claimant has reason to 

under this 

know of the 

23 Sec. 96. Section 554.4208, Code 1993, is amended to read 

24 as follows: 

25 554.4208 SECURITY INTEREST OF COLLECTING BANK IN ITEMS, 

26 ACCOMPANYI!'JG DOCUMENTS AND PROCEEDS. 

27 l. A collecting bank has a security interest 1n an item 

28 and any accompanying documents or the proceeds of either~ 

29 a. in case of an item deposited in an accou~t~ to the 

30 extent to which credit given for the item has bee~ withdrawn 

Jl or applied; 

b. in case of an item for which it has given~ credit 

Jl available for withdrawa1 as of right, to the ex:en: cf the 

3--t credi t qiven '.vhether or :lOt the c:-edit lS d r a· .. ,n ~.:pon end 
lS whet he!" or 

'"" t 
::here lS a right of charge-back; or 
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c. if it makes an advdrlce on or agai~st the item. 

2 2. Whe~ If credit wh~eh-~~~-b~e~ g~ve~ for several ~te:tts 

1 received dt one :i.~e or pursua11~ to a s~ng:e agreement is 

4 <..vithdra~vn o:- applied in part1_ ::he seC~.i:i:y i:-:te::est remains 

5 upon a:l the ite~s, a~y acco~pa~yir1g doc~rrents or the proceeds 

6 of either. For t~e p~rpose of this section, credits first 

7 g1ven are first w~thdrawn. 

8 ]. Receipt by a collect:ng ban~ of a final settlement for 

9 a:1 1~en is d realiza~ion on its secu~ity inte:est i~ the ~te~, 

10 accoxpat1yi~g docu2en~s and proceeds. ~o-~~e-extent-aMd-so So 

ll long as the bank does no: receive final settleme~: fo: the 

:2 item cr give up possession of the item or accompanying 

l] documen:s for purposes other :han collection, :he security 

14 interest contin~es to that exte~t a~d is sGbject to ~ne 

~5 provt~tons-oE A~t:cle 9 e~eept-that, but: 

16 a. no security agreeme~t is necessary to make the security 

:7 interes~ enforceable 

18 SS•!_·9~03, s;.~bsection 

l9 b. no filing is cequired to perfect the security interest; 

20 and 

21 c. :he security interes~ has priority over conflicting 

22 perfected security interests in the item, accompanying 

23 documen:sL or proceeds. 

?4 Sec. 97. Section 554.4209, Code c993, .:.s ame:~ded ~o cead 

25 as EollO\vS: 

26 554.4209 iii!EN 3A:-JK GIVES VAi:.UE FOR ?URPOSES OF HOc.DER :~ 

?7 :JUS COURSE. 

28 ~or purposes of determ1ni~g i:s status as a ho:de~ 1n due 

29 course, the a bank has given val~e :o the extent that -·has a 

30 security 1nterest in an iter. prevtcied-':httt, i:' the bani< 

1! cthe~w~se comp:ies ~ith the req~irements of section 554.3302 

~2 on w~at co~s:itutes a hoide~ i~ d~e co~~se. 

Sec. 98. Sec:ion S54.4210, Code :993, 15 anended to read 

as :ollo:..;s: 

SS4. 4210 ?RESE~~~EN~ BY ~OTlCS 02 I~EM NO~ ?AYABLE 3Y, 
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l THROUGH OR AT A BANK -- LIABILITY OF SECONDARY PARTIES. 

2 l. Unless otherwise instructed, a collecting bank may 

3 present an item not payable by, through or at a bank by 

4 sending to the party to accept or pay a w:itten notice tha~ 

5 the bank holds the item for acceptance or payment. The notice 

6 must be sent 1n time to be received on or before the day when 

7 presentment is due and the bank must meet any requirement of 

8 the party to accept or pay under section 55473595 554.3501 by 

9 the close of the banK's next banking day after it knows o: the 

lO requ1::ement. 

ll 2. W~e~e If presentment is made by notice and neit~er 

12 ~ener-ner ~y_m~:ct, acceptance, or request for compliance \·Jith 

13 a requirement under section 55473595 554.3501 is received by 

14 the close of business on the day after maturity orL in the 

15 case of demand items, by the close of business on the third 

l6 banking day after notice was sent, the present~ng bank may 

l7 treat the item as dishonored and charge any ~eeendery-pa~ty 

18 dra\·Jer or endorser. by ser.ding the-~eeel'ld<try-perty it notice of 

19 the facts. 

20 Sec. 99. Section 554.4211, Code 1993, is amended by 

21 striking the section and inserting ln lieu thereof the 

22 following: 

21 554.4211 MEDIUM AND TIME OF SETTLEMENT BY BANK. 

24 l. With respect to settlement by a bank, the medium and 

2S time for sett1e~ent may be prescribed by federal ,eserve 

26 regulations or circ~lars, clearing-house rules, and the like, 

27 or agreement. In ~he absence of such prescription: 

28 a. the medium of settcement 1s cash or credit co an 

29 account in a federa: reserve bank of or specified by the 

30 pe,son to receive se~~lement; and 

Jl b. the time of settlemer.t is: 

32 (:) wich respect :o tender of set:lement by cash, a 

)1 cashier's check, or te1le,•s check, whe~ the case cr check :s 

J4 sent or delivered. 

15 (2) w1th respect to tender of settlement by credit in an 
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.i.. acco"J.nt 1.:1 a ::ederal rese::ve bar.~, when the credit is made. 

2 ( 3 ) ~itl1 respec: ~o te~der of settlereent by a credlt or 

3 debi: to dn accoJ;l: i~ a ban~, when the credit or debi~ made 

4 o:, in the case of te~der of se:tle~ent by a~~hority to charge 

5 a~ accou~~. when the au~hori:y is se~t or deliveced; or 

6 with respec: to te~der o~ settlerrent by d f~nds 

; trans~e~, ~he~ pay~e:~t ~s made pursua~t :o sec:ion 554.12406, 

8 s~hsec:iorl : to :he perso~ ~eceiving the sett:e~e::t. 

2. :~ the tende~ ~f settleme:1t is not by a ~edi~m 

lO a~~hor~ze~ by s~!Dsec:io:: :or :~e tL~e of se:~:e~e~t is ~ot 

ll ~ixed by suhsec~ion l, :10 se::~ement occ~1rs u~til the tender 

:2 of se~tleme:lt is accepted by :he ~erson receivi~g the 

~j set:lene:-::. 
. t. - ' 3 • :~ se:tleme~t ~or an ite~ is :nade by cashier•s chec~ o: 

~S te:ler's cr.ecK and the person receiving settle~e~:, befoce its 

l6 mid~igh~ deadli~e: 

•

:.7 
~8 

a. presents or ~orwards the check for collec:ion, 

set=~e8e~t is fi~al whe~ tr.e check :s fina!ly paid; or 

b. fails to prese::t or forward the check ~o~ collec~ion, 

20 set:le~e~t :s ftna: at the midn1ght deadline of the person 

2l rece1v~~g se:tle~ent. 

22 4. If se:tle~ent for an ltem 1s ~ade by giv1ng a~tr.o::ity 

23 to charge the accoun: of the bank giving sett:e~e~t in the 

24 ban~ ~eceiving se:tlexe~t, se~::exent is fina: w~e~ the c~arge 

25 is ~ade by :he barl~ receiving settlement iE there are fu~ds 

26 availab:e in ~he accc:J~t for :he axo~nt of :~e item. 

Sec. 100. Section 554.4212, Code 1993, 1s ame~ded to read 

2B us f:.::~.:..ows: 

29 55~.~212 R!GH~ OF CHARGE-3ACK OR REF~ND -- LIAB!Li~1 OF 

3 l ~E a co::ec:~:~g ba~K has ~ade p~ov~sio~a: se:~:ene~t 

12 ~i~~ i:s ccs:omer for a~ ite~ and ~~~ei~ fa~:s by ~easo~ of 
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1 the arr.ount of any credit given for the item to its customer's 

2 accountL or obtain refund from its custo~er whether or not it 

3 lS abie to return the ite~s item, if by its midnight deadline 

4 or within a longer reasonable time after it learns the facts 

5 it returns the item or sends notification of the facts. If 

6 :he return or notice _i_s de::.ayed beyond the oank' s midnig:.t 

7 de a d l i n e o r a _l_? ~s_ e~r-'--r-'e-'a'-s~o-'-n_a_o_l_e_t :_i m=e'-'a:::f:....::.t .::e.::r_:i:...t=---=1-=-e a_ r n s t h e 

8 :'act~_! __ ::he bank may revoke t_!'~e settle:r.en:, charge baci< :he 

9 credit, or o_b5_<"tin ref:.:nd from i.ts_customer, but it is .:.1able 

10 for ar.y los~_.E_e.sulting ~rom the de:ay. These rights to 

1: revoke, charge back a~d obtain refu~d terminate if a~d whe~ a 

12 settlement for the item received by the bank is or becomes 

lJ f1nal rs~bseetio~-3-ef-~eetien-554~42~~-~nd-enbseetiens-2-end 

14 3-ef-seetion-55474~~3t. 

15 2~--within-the-ttffie-~nci-menner-prese~ibed-by-tn~s-seetien 

16 end-seetion-554~43el,-en-±nte~~eciie~y-er-peye~-ben~,-es-tne 

17 eese-mey-be,-~ey-~etnrn-an-nnpeici-~tem-direet;y-te-the 

18 depo~it~~y-benk-end-mey-send-fer-eeiieetien-e-dra~t-en-the 

19 depestte~y-benk-anci-ebtain-re±mbtlrsement7--fn-~neh-eese,-±f 

20 the-depes±tery-benk-nee-reeeived-pre~±s±ena=-sett~e~e~t-Eer 

21 the-item,-it-ffitl~t-re±mbtlr~e-the-oen~-ere~±nq-the-dreEt-end-eny 

22 pro~±~±enei-eredits-Eer-the-item-bet~een-ben~5-shei~-~eeeme 

23 end-remein-Einei~ 

24 2, A collec~ing bank recurns an item whe~ i: is sent o~ 

25 delivered to the oank's customer or transferor or oursuant ~o 

26 :ts 1nstructions. 

27 3. A depositary 6ank ~h±eh that is also the payor may 

28 charge oack the amount of an item to 1ts cus:omer's account or 

29 obtain refund in accordance with the section governing return 

30 of an 1tem rece:ved by a payer bank for credit on 1ts books 

Jl (section 554.4301). 

32 ~. The right to charge-bac~ is not affec:ed by~ 

33 d. ~rie~ previous use of the a credi: g~ven Eor t~e 1:e~; 

3~ or 

35 b. failure by any bank :o exercise ordinary care w1th 
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l respect to the ite~~ but aMy~ bank so failing re~ains liable. 

2 5. A failure to charge-bac~ or claim ref~nd does not 

3 a:fect other rights of the ba~k against the custo~er or any 

4 othe:· 

5 6 . 

6 value 

7 dollar 

party. 

lf credit 

of an iter:1 

amount of 

1s given in dollars as the equivale~t of the 

payable in a :oreign etl~~eMey money, the 

any charge-back or refund ~hait must be 

8 calculated on the basis of the btty~l'l~-"±~ht bank-offe~d spot 

9 rate for the foreign etlrre~cy money prevailing on the day when 

10 the person entitled to the chacge-back or refu~d :earns that 

ll it will not receive pay~ent in ordinary course. 

12 Sec. 101. Sec~:on 554.4213, Code 1993, 1s a~ended to read 

13 as follows: 

14 554.4213 FINA~ PAYME~T OF :~EM BY PAYOR BAN~ -- WHEN 

15 PROVISIONAL DEBITS AND CREDITS 3ECOME F!NAL -- WHSS CSR~AIN 

16 CREDITS BSCOME AVAILABLE FOR WITHDRAWAL. 

17 1. An item is finally paid by a payor ban~ when the ban~ 

18 has first done any of the Eollowing7-whiehew~r-~appe~"-fir"t: 

19 a. paid the item in cash; or 

20 b. settled for the item without re"erwi1'19 hav:~g a right 

21 to revoke the settle~,e~t ~"ci-wtthotlt-~e~ing-~tle~-~±ght ~nder 

?2 statute, clearing house rule~ or agreerr.er.c; or 

23 e~--eem~retee-t~~-proee""-oe-~o~tin9-the-~e~~-~o-the 

24 il'ld~e~tee-aeeotl~t-of-t~e-d~B~e~,-~a~er-er-other-pe~~en-to-be 

25 eh8r9eci-there~ith;-or 

26 d c. ~ade a provisiona: se~cleme~t for the item a~d ~a1led 

27 to revoke t~e settleme~t in the t1me and ma~ner pe~mi::ed by 

28 statt!~e, clea:i~g house ruleL o~ agree~e~:. 

29 ~pon-a-f~l'l8~-pey~e~t-~Md~~-~ab~ar89e8ph3-ub,u_ueu-or-udu 

30 t~e-peyo~-ban~-"ha±±-6e-aeeo~~~abie-for-the-a~ortMe-of-the 

Ji ~te"'~ 

32 1~ provis~~na: sett:ente~: for an i:e~ be~~ee~ the 

33 presenti:lg a11d pay0r ban~s :s nade :~:o~gh a clea~i~g ~o~se o~ 

1~ by deb~ts or credi~s :r1 an accsu~: oe:wee~ the~, t~e~ tQ the 

35 exte:1~ that provisional debi:s or credits ~cr t~e iten are 
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1 entered in accounts between the presenting and payor banks or 

2 betwee~ the presenting and successive prior collecting banks 

J seriat1m, they becorre final upon ~inal payment of the item by 

4 the p3yor bank. 

5 3 4. If a collecting bank receives a settleme~t for an 

6 item which is or becomes final t~~b~eetio~-3-of-~eetion 

7 554~4rll,-~~b~eet±on-r-of-tn~~-~eetient the ban~ is 

8 accountable to its customer fo~ the amount of the 1tem and any 

9 provisional cred:t g1ven :or :he item in an account with its 

10 customer becomes final. 

ll 4 S. Subject to (i) appl!cable law statin~-~ time for 

12 <'lllail?_l:>_i_~_.!:__ty of funds and (ii) any right of the ban~ to apply 

lJ the credit to an obligation of the customer, c~edit giver1 by a 

14 bar1k for an item in an-aeeo~nt-w±th-±t~-e~~tomer a customer's 

15 account becomes available for withdrawal as of righti 

16 a. ±~-any-ea~e-where if the bank has received a 

17 provisional settlement for the item, -- when ~~eh :he 

18 settlement becomes final and the bank has had a reasonable 

19 time to zearn-that-the-~eetzemene-±s-f~nai receive return of 

70 the item and the item has not been received in that time; 

21 b. in-any-ea~e-wnere i! the bank is both a the depositary 

22 bank and a the payor bank~ and the item is finally pa:d, -- at 

23 the open1ng of the bank's second banking day fol:owing receipt 

24 of the item. 

25 5. A-de~e~±t-ef-ffleney-~n-a-ban~-±~-f±na~-w~en-~ade-btlt7 

26 ~tlbjeee Subiect to ~:icable law sta:ing a time for 

27 availability of funds and any right of the a bank to app:y t~e 

28 ~ deposit of money to an obligation of the customer, ~he 

29 deposit becomes available for withdrawal as of right at the 

30 open1ng o~ the bank's nex: banking day fo~±ew±ng after receipt 

31 of the depos1t. 

32 Sec. :02. Section 55~.42:4, Code 1993, is amended to read 

33 as fo1:ov1s: 

34 554.4214 i~SOLVENCY AND ?REFERENCE. 

Any :f an item is in or eoffli~g comes into the 
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possess ion of a payor or collect i r:g ba:1k w!atie~ tha ~ susper~ds 

2 pay~ent and whteh the item ~~ has not been finally ~a:d ~hati~ 

J the ite~ must be ret~r~ed by the receive~, tr~stee, or age~t 

4 i:1 charge of the closed bank to the presenting banK or the 

5 closed bank's c~stomer. 

6 2. If. a payor ba~k fi~ally pays an item and s~spends 

7 paymer1~s without nak~ng a settlement for the item with ~ts 

e cus:o~er or the prese~ting ba~k whcch settle~ent is or becomes 

9 f~nal, the owner of the item has a pre~erred ciaim agai~s: the 

2.0 pay~r bani<. 

3 • If a payor ban~ gives or a collecting bank gives o~ 

12 receives a provisional settlement :or an item and therea~ter 

~3 suspends payments, :he suspension does not preve~t or 

.:_,~ inte-::-Eere v1ith the ~et-:ieHte~~ se~.~_;_eme:1ts becoming Ei.~a:. if 

lS ~tleh the f1nacity occu~s automatically upon the lapse of 

16 certain time or the happening of certain even:s f~tlo~eee~en-3 

:7 of-~eeeieft-554•1~~i 7 -~tlo~eetie~~-~-udu,-~-a~ci-3-of-~eetton 

le SS<i.4~l:3t. 

19 4. If a collecti~g bank receives from subseque~t parties 

20 settlement for an item which sett:ement is or becomes final 

2: and the bank suspends pay~ents without making a settlement :or 

22 the item with its customer which settlement is or becomes 

23 final., the owner of the item has a preferred claim agai~st 

24 ~tle~ ~he collecting bank. 

25 Sec. 103. NEW SSCT<ON. 554.42:5 PRESE~TM~NT WARRA~TIES. 

26 •. If an Uilaccepted draft ~s presented to ~he drawee for 

27 payment or accepta~ce and the drawee pays or accepts the 

28 dra~~. (1) the person obtaining pay~en: or acceptance, at the 

29 time of presentment, and (ii) a previous transferor of :he 

30 draft, at the time of transfer, warrant to ~he drawee t~at 

Jl pays or accepts the draft in good faith that: 

32 a. the warrantor is, or was, a~ :he t~me the wa:ran:o~ 

JJ tra:1sferred the draf:, a person entit!ed :o enforce the draft 

34 o~ atl~horized to obtain paymen: or acce9tance of the draft c~ 

JS behalf of a person entitled to enforce :he draft; 
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b. the draft has not been altered; and 1 

2 c. the warrantor has no knowledge that the signature of 

3 the purported drawer of the draft is unauthorized. 

4 2. A drawee making payment may recover from a warrantor 

5 damages for breach of warranty equal to the amount paid by the 

6 drawee less the amoun: the drawee received or is entitled to 

7 receive from the drawer because of the payment. In add:tion, 

8 the drawee is entitled to compensat~on for expenses and loss 

9 of interest resulting from the breach. The right of the 

10 drawee to recover damages under this subsection is not 

11 affected by any failure of the drawee to exercise ordinary 

12 care in making payment. If the drawee accepts the draft {i) 

13 breach of warranty 1s a defense to the obligation of the 

14 acceptor, and (ii) if the acceptor makes payment with respect 

15 to the draft, the acceptor is entitled to recover from a 

16 warrantor for breach of warranty the amounts stated in this 

17 subsection. 

18 3 • If a drawee asserts a claim for breach of warranty 

19 under subsection 1 based on an unauthorized endorsement of the 

20 draft or an alteration of the draft, the warrantor may defend 

21 by proving that the endorsement is effective under section 

22 554.3404 or 554.3405 or the drawer is precluded under section 

23 554.3406 or 554.4406 from asserting against the drawee the 

24 unauthorized endorsement or alteration. 

25 4. If (i) a dishonored d~aft is presented for payment to 

26 the drawer or an endorser or { i i ) any other item is presented 

27 for payment to a party obliged to pay the iterr., and the :tern 

28 lS paid, the person obtaining payment and a pr1or transferor 

29 of the item warrant :o the person making payment 1n good faith 

30 that the warrantor ~s, or was, at the time the warrantor 

3l transferred the item, a person entitled co enforce the item or 

32 authorized to obtain payment on behalf of a person entit~ed :o 

33 enforce the item. The ?e~son maki~g payment may recover :rom 

]4 any warrantor for breach of warranty an amount equa: to the 

35 amount paid plus expe~ses and loss of interest resulting from 
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l the b~eac::h. 

2 5. The warra~:ies stated i~ s~bsec:ior1s 1 a~d 4 cannot be 

3 d~sclaixed with respect to chec~s. Unless notice of a claix 

4 for breach of warranty is given to the warrantor with thir:y 

5 days after the claimant has reason to know of the breach and 

6 the identity of the warran:or, the wa~rantor is discharged to 

7 the extent of any loss caused by the delay in giv1ng notice of 

8 the c:.aim. 

~ 6. A cause of act~on for breach of warranty under this 

10 section accrues whe~ the clairna~t has reason to know of the 

ll breach. 

12 Sec. 104. NEW SECTION. 554.4216 ENCODING A~D RETENTION 

13 WARR!W!' I ES. 

14 1. A person who encodes information on or with respect to 

15 an item after issue warrants to any subsequent co:lecting bank 

16 and to the payor bank or other payor that the informat~on is 

17 correctly encoded. :f the custome~ of a depositary ban~ 

18 encodes, that bank a!so makes the warranty. 

19 2. A person who undertakes to retain an ite:n pursuant to 

20 an agreement for electronic presentment warrants to any 

21 subsequent collecting bank and to the payor bank or other 

22 payor that retention and presentment of the item comply with 

23 the agreement. If a customer of a depos:tory bank underta<es 

24 to retain an item, that bank also ma~es this warranty. 

25 3. A person to whom warranties are made under this section 

26 and who took the item in good faith may recover from the 

27 warrantor as damages for breach of wa:ranty an amount equal to 

28 the loss s~ffered as a result of the breach, plus expenses and 

29 loss of interest incurred as a result o: the breach. 

30 Sec. lOS. Section 554.4301, Code :993, is amended :o read 

Jl as follows: 

32 554.4301 DEFERRED POSTISG -- RECOVERY OF ?AYMENT BY RETUR~ 

33 0~ :TEMS -- TIME OF DISHONOR -- RET~RN OF ITEMS 81 ?AYOR BA~~. 

Where-an-e~theri%ed-eett~e~efte 

35 demdnd item tether than a docume~tary 

-78-

:: a pay?-r sett:es for d 

draftt-~eee~~eci-by-e 



S.F. ~~ H.F. 

l !'t!Y<~lt·-bttnk oresented othen.;ise than for immed:.ate payment over 

2 the counter ha~~been~mttde before midnight of the ban~ing day 

3 of receipt~ the payor banK may revoke the settleme~t and 

4 recover any the payment settlement if~ before it has made 

5 final payment f~tlb~eetion~t~e~-~eetien-554~4~t3t and before 

6 its mid~ight deadline~ it 

7 a. 

8 b. 

9 item lS 

10 return; 

returns the ite~; or 

sends written notice of dishonor or nonpayment if the 

he~d-fe~-l'~ete~t-e~-i~-ethe~wi~e unava~lab:e for 

and the item or notice includes the reason for 

1: dishonor or ~onpayme~t. 

12 2. If a dema~d item is received by a payor bank for credit 

13 on its books, it may return ~tleh the item or send notice of 

14 dishonor and may revoke any credit given or recover the amount 

15 thereof withdrawn by its customer, if it acts within the time 

16 limit and in the manner specified in the-p~eeeding subsection 

17 l. 

18 3. Unless previous notice of dishonor has been sent~ an 

19 item is dishonored at the time when for purposes of dishonor 

20 it is returned or notice sent~ in accordance with this 

21 section. 

22 4. An item is returned: 

2J a. as to an item ~eee~~ed presented through a clearing 

24 house, when it is delivered to the presenting or last 

25 collecting bank or to the clearing house or is sent or 

26 delivered in accordance with it~ clearing house rules; or 

27 b. in all other cases, when it is sent or delivered to the 

28 bank's customer or transferor or pursuant to that customer's 

29 or transEeror's instructions. 

30 Sec. 106. Section 554.4302, Code :993, is amended to read 

Jl as follows: 

32 554.4302 PAYOR BANK'S RESPONS:BIL~TY FOR LATE RSTCRN OF 

33 ITEM. 

34 l. 
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l ~ett~e~e!"!e-e-ffeeted-et'-the-:t±ke,.-if r:_ an iten; is p::-esented e!"l 

2 to a~d received by a payor bankL the bank is accountable ~or 

1 the amou::t of: 

4 a. a dema~d itemL ocher ~han a documentary draf:L whether 

5 properly payable or not! if the bank, in any case w~~re ~n 

6 which it is not also the deposicary bank, reta~ns the item 

7 beyond midnight of :he banking day of receipt without settling 

8 for Lt or, r~g~rdte~~-e! whether or not it is also the 

9 depositary bank, does ~ot pay or return the item or send 

10 notice of dishonor until after its midnight deadline; or 

li b. any other properiy payable item unlessL within the :ime 

12 allowed for acceptance or payment of that iten;, the bank 

:3 either accepts or pays the item or returns it and accompar1ying 

14 documents. 

15 ~ Th~. liability of a_ payor ban~ to pay an item oursuant 

l6 to subsection 1 is subcect to defenses based on breach of a 

17 presentm_!:nt >varrantv _(_:~ection 554._4208) or ur_'?o: that the 

18 2erson seeking ~nforcement of the liability orese~ted or 

~9 t.ransf_erred the iter:-, for the pus:>ose of defrauding :he payor 

20 ban<.. 

2l Sec. 107. Sectior. 554.4303, Code 1993, 1s amer.ded to read 

22 as follows: 

23 554.4303 WH~N ITEMS SUBJECT TO NOTICS, S~BP-BRBBR S~OP-

2~ PAYMENT ORDSR, ~SGAL PROCESS, OR SETOFF 

25 ITEMS ~~y BE CHA~GEu OR CERTIF:EJ. 

ORDE;{ IN WH I C:-! 

26 l. Ar.y ~r.o•1ledge, :-:otice.!. o~; 5'!0!'-erde~ stoo-oavme:-:~ e>rd_e~ 

7! received by, lega: precess served upor.L or setof~ exerc~sed by 

28 a payor ba!1~7-w~~ther-or-~ot-effeet±ve-~~der-othe~-~n~e~-e~ 

29 taw comes too late :o terminate, suspendL or mod~fy the banK's 

30 roqht or duty to pay an item or to charge its cus~omer's 

Jl accoun: for the item 7 -eome~-tee-iate-te-~e-~er~±~ate,-5tl~~e~d 

32 er-~oci~fy-~tle~-r~~ht-er-dtlty ~f the k~owledge, ~otice, ~tep 

-n ercier stop-oayment ord_er..!. or :egal process 1s rece~vec or 

34 served a~d d reascnable :i~e for the bank to act thereo~ 

3S expires cr the setoEE is exercised after the ba~~-ha~-cien~-a~y 
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l eat:_:l,_i~st of the following: 

2 a. aeee~~ed-e~-ee~tifiea the ban~ accepts or certifies the 

3 item; 

4 b. ~aid the bank pays the item in cash; 

5 c. eettied the ban~ settles for the item without reeer~~"9 

6 h~vj~9 a right to revo~e the settleme~t and-~~thetlt-hav!ng 

7 ~tleh-~igh~ under statute, clearing house rule~ or agreeme~t; 

8 d.--eompieted-the-proeeee-ef-peeting-the-!tere-~e-the 

9 ±nd±eated-aeeotln~-ef-the-d~awe~,-maker-or-ethe~-pe~een-te-~e 

10 eharged-ehe~e~ith-or-etherw~ee-hae-e~!deneed-by-e~aminatien-ef 

ll etleh-ind±eated-aeeetlnt-and-by-aetien-~te-deeie~en-te-pay-the 

12 item; or 

13 e d. oeeeme the bank becomes accountable for :he amount of 

14 the item under etlbeeetien-t-lldll-ef-eeet±en-551·1~t3-and 

15 section 554.4302 dea:1ng with the payor bank's responsibility 

16 for late return of items•L_££ 

17 e. with respect to checks, a cutoff hour no earlier than 

18 one hour after the opening of the next banking day after the 

19 bank~~S.. day on v1hich the bank received the check and no later 

20 than the close of that next banking day or, if no cutoff hour 

21 is fixed, th~ close of the next banking day after the banking 

22 day on which the bank received the check. 

23 2. Subject to the-pre~i:ei:ene-ef subsection l items may be 

24 accepted, paid, certified or charged to the indicated account 

25 of its customer in any order eenveni:ent-to-the-bank. 

26 Sec. 108. Section 554.4401, Code 1993, is amended to read 

27 as follows: 

28 554.4401 WHEN BANK MAY CHARGE CUSTOMER'S ACCOUNT. 

29 1. Ae-aga~~et-ite-etleteme~,-a A bank may charge against 

30 the customer's account any of a customer a~ item whieh that is 

31 otherwise properly payable from that account even though t~e 

32 charge creates an overdraft. An item is proper:y payable if 

33 ~t ~s author1zed by the customer and is in accordance ~ith any 

34 agree~ent bet~ee~ the customer and ban~. 

35 2. A customer is not liable for the amount of an overdraft 
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1 if the custo~~r ~either ~~gned the item nor benefited 

2 2roceeds of the 1:em. 

from t~e 

3 3. A ha~k may chacge ag~:. 0~-~- t'"te accoe~nt of a cu s torr:e r 

4 check tha~ is otr.e ~'" i se proi2erly payable :rom ~he account '-
5 even__!h(lugh payrr.en_: __ was made be!'ore the date of the c_t.!_~ck, 

6 t:nless the C:~.~cmec r.as gi':'5="· not:.ce to the ba:1~ of the 

7 postdating _describing the check 

8 The notice is effective for the 

w1~h ceasonable certain~y~ 

oer:od stated in sectlon - -

a 

9 5')4- 4403! _subsec~ ic_~_._2, £or stop-::payme,-:t or_gers, and must be 

10 received a~ such time and in such ma~~er as to afford the bank 

ll ~easor.ai:Jle oooortuncty to act on it before ::'1e bank takes 

:? anv ac:ion with respect to the check described in section 

13 554.4303. If a bank c~arges against the accoun: of a customer 

14 a chec~ be:ore the ?ate state~_in the notice of postdati~~ 

15 the bank is liable ~oc damages for the loss resulting from its 

l6 ac:. The loss m9y include damaqes for dishonor of su~seguent 

17 items e~nder section 554.4402 . 

lB ? 4. A ban~ wh~eh that in good faith makes 

19 holder may charge the indicated account of its customer 

20 according to.:_ 

21 a. the or~ginal tene~ terms oE the customer's altered 

22 i tent; or 

23 b. the tener terms of the ct:stomer's completed item, even 

24 though the ba~k knows che item has been completed unless the 

25 ba;lk has notice that the completion was improper. 

26 Sec. 109. Section 554.4402, Code 1993, is amended to ~ead 

27 as Eollo<•s: 

28 554.4402 BANK'S LIABILITY TO CUSTOMER FOR WRONG?~L 

29 DISHONOR -- TI.'1E OF DETERMIN:NG INSUFFICIE~CY OF ACCO!;:-.;T. 

30 i _ Exceot as o:hecwise __2rovided in this Article, a _oayor 

31 bank wronq~~lly dishonors an i:em if it dishonors an item ~hat 

32 is propercy p~yab:e, bu: _a bad :na·1 dist:o:-:cr a:1 item :hat 

33 wo~ld create an overdraft unless ~t t:as aq~eed to oav the 

34 ove:d~aft . 

35 2. A payor banK i.s liable to its customer ~or damages 
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1 proximately caused by the wrongful dishonor of an item. When 

2 the-di~honor-oeettr~-throtlgh-m±~t~ke-i±~b±iity Liability is 

3 limited to actual damages proved.--ff-so-pro~±mateiy-eatlsed 

4 and-p~oved-damages and may include damages for an acrest Oc 

5 prosecution of the cus~o~er or other consequential damages. 

6 Whether any consequential damages are proximately caused by 

7 the wrongful dishonor is a ques~ion of :act to be determined 

8 1n each case. 

9 3. A payor bank's determination of the customer's account 

10 ba'ance on which a decision to dishonor for insufficiencv of ----·,·--
l~ avatlable funds is based may be made at any time be~ween the 

12 _t:ime_ ___ the item is received by the payor bank and the time that 

lJ the p~r_banK returns the item or gives notice in lieu of 

l4 return, an<)_£!_~_:1lore tha:1 one de:ecmination ~eed be made. 

15 at the election of ~-l":~~or bani<, a subseqc:e::t bala:1ce 

16 <letermination is made for th~....E_u_r:p'?ses of reevaluating the 

17 2~_nk 's decision to dishor.or the i terr., the accoc:n: balance at 

18 the time is determinative of whether a dishonor foc 

19 lnsufficiency o: a~~ilable funds is wrongful. 

20 Sec. 110. Sectior• 554.4403, Code 1993, is amended to read 

2L as follows: 

22 S54.4403 CUSTOMER'S RIGHT TO STOP PA1~ENT -- BURDEN OF 

23 PROOF OF LOSS. 

24 1. A customer may-by-o~de~-to-the-ettstomer~s-ban~-stop 

25 payment-of-any-item-payab;e-fer-the-etlstomer~s-~eeotl~t-~ct-the 

26 o:-der-mtl"t-be or any 12.erson authorized to d~av: on the accou:1t 

27 if there is more than one person .'::.~Y stop payme:1t of an item 

28 drawn on the customer's account or close the account_by an 

29 order to the bank describing the item or acco~nt with 

30 reasonable certainty received at stleh a time and in stleh a 

J: ~ar.ner as-to-afford tr.at affords the oank a reasonable 

32 opportunity to act on it p:-ie:--te before any action by tr.e 

13 bank with respect to the i:em descr~bed i~ section 554.4303. 

34 If r.~e -~-ig:iat:..:!:"e of ~.o:-e tt;a;; one oerson .:.s recu.:red to dra:,.; 

JS o~ an account , ___ any of ::hese __ persons may stop _.2._a·;men: or c:ose 
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l the account. 

2 2. -An-orat-erder-i~-h±"d~ng-apon-the-bank-on~y-for 

3 Eoarteen-ea±enear-day~-antes5-eonEirffied-in-writtng-with±n-that 

4 per±od.--A-written-erder-is-erfeetive-fer-en~y-si~-~onth8 

5 an±es~-renewed-in-writ±ng ~!~co-payment order is effective 

6 for six r:to:1ths!. b~t it laoses aft~!: fourteen ca;_~ndar days if 

7 :-_:-te or~ __ 1na~ order lvas_o!_al and <Yas :-:ot conftr:ned ir. -,.::-lti:1g_ 

8 wl':_!:'::_n_that period. ~--stoo-payme:1t order rr.ay be ::ene·~;_e9.__for 

9 additional six-month periods by ~-writing given to the ban~ 

10 <Yithi:1 a oer10_2 ?_~ring which :he ____ stop-payrr.ent order is 

ll eEfec:t ive. 

12 3. The burden of establishing the fact and amount of loss 

13 ::-esu:ting from the paymen: of an 1tem contrary to a bi"d±ng 

14 step-payr.~e,.,t stop-p~_y_;ner.t order ~9rder to close an account 

15 1s on the customer. The loss from payment of an ltel!l __ contrarv 

16 to a stop:paymer.t order may include damages for dishonor of 

17 subseauent items ~nder section 554.4402. 

18 Sec. lll. Section 554.4405, Code 1993, is arr.e:1C.ed to ~ead 

19 as follows: 

20 55~.4405 DEATH OR INCOMPETENCS Or CUSTOMER. 

21 "· A payor or collecti~g bank's authority to accept, pay~ 

22 or collect an ite:n o~ to account for prcceeds of ~ts 

23 collectton, if otherwise effective, is not rendeced 

24 ineffective by incorr.petence of a customer of e:ther bank 

25 existing at t~e time the item is issued or its collectio~ is 

26 undertake~ if the ban~ does ~ot know of an adjudication of 

27 incompetence. Neithe::- death nor 1:1compe~ence of a customer 

28 revokes ~tie!-: :ht;_ authority t.o accept, pay, collect or accocr~t 

29 until the bank knows of the ~act of death or of an 

30 adjudication of incompetence and has reasonable opporc~n1:y to 

Jl ac: on it. 

32 2. ~ven with k~owiedge~ a bank may for te~ days a~ter the 

33 date of death pay or certify chec~s drawn on or p~io~-te 

34 before tha: date ~nle5s o~dered :o stop payme~~ bj a person 

35 claimtng an interest i~ the accou~t. 
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1 Sec. 112. Section 554.4406, Code 1993, is amended to read 

2 as follows: 

3 554.4406 CUSTOMER'S DUTY TO DISCOVER AND REPORT 

4 UNAUTHORIZED SIGNATURE OR ALTERATION. 

5 1. Whe~-e-be~~-se~ds-~o-its-etls~offler-e-s~etement-of 

6 eee~~nt-eeeompen~ed-by-items-peid-in-good-fei~~-~~-stlpport-of 

7 tne-debit-entrie~-er-hoicis-~ne-s~etefflent-ene-items-ptlrstlent-~o 

8 e-reqtlest-or-instrtletio~s-of-its-etlstemer-er-ethe~wise-in-e 

9 reeeoneble-menner-mekee-the-stetement-end-iteme-ewe~!ebie-to 

LO the-etlstomer 7 -t~e-etlsteme~-mtlst-eY.ereise-reesenebie-eere-enci 

cl prompeness-te-exemine-the-seetefflent-end-!tems-to-dieeower-the 

12 eo~t~ffier~s-tl~a~therired-~~g~atore-a~-tlMy-tl~ee~eeio~-on-en-!tem 

l3 and-ffltlet-notrfy-the-benk-pro~ptiy-efter-diseovery-thereof~ A 

14 bank that se~ds or ma~es availab:e to a customer a statement 

15 of account showing payment of ite~s for the account shall 

16 either return or ~ake available to the custome~ the items oaid 

17 <2.£ _pr~yide infor:natio:1 i:1 the statement of accou_;::_t sufLcient 

18 to allo;·1 the cuscon:er reaso!:ably to ide:1Lfy the i_tems paid. 

l'J The sta_t~:nent of account____e.E.?._vides s~fficie::t i"E_o_rrr.ation, if 

20 the item 15 described by item number, amount, and date of 

2l paymen:. 

22 2. If the items ~re not returned to the customer, the 

23 person retainino the ite~s shall either re:a1n the items or, 

24 ~the items are destroyed, maintain the capac:ty to furnish 

25 legible conies of the items un~il the exoiration of seven 

26 y_ears after r'"-<:eiot of the .:.ter:~s. A custorr.er rr~ request an 

27 item from the bank that paid the it_em, and that bank mus: 

28 provide ~n a_ reasonable t1me either the item or, if the iterr 

29 ha~_ beer. destrc...:ted or is not other;.;ise obtainable, a legible 

30 copy of the i:err. 

31 3. :f a bank ser.ds o~ ~akes avai:able a statexen: of 

12 as:s:ou;1:: or i.\~:r:s :.:>-....;~s·Jant to subsection 1, tr.e customer must 

32 exercise reaso~ah:e ororro:ness in exaxini~a t~e sta:e~ent or 

3~ :he ite~s to dete~~~ne whether a~y o~v~e~t was ~ct a~~horized 

)5 becat1se of an a:te:atio~ of an ite~ or beca~se a purpo~ted 
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_ s1g:1d:-.:lre hy or on h~!-l_al~_C?~---~-~-~---~U_?.~<?-~~-~-wa~.--~ot. d:~::ho:.-iz~J. 

2 r:, based on tr.e sta:er:l'"-"!_o::: _it~rr,s P!2~~df?d. the custoo:<>r 

.1 sho.!ld reasonaoly have discovered the unaur.C1or ized payn:e~t, 

4 tr.e CtJStomer must orompcly notify the ban~ of t!1e releva~~ 

5 fac~s. 

6 :f tr.e bank e~t~b~i~~e~ oroves that the c~stomer 

7 fd~~ed, ~ith respect to a~ item, to comp:y with the d~ti.es 

8 imposed on the custo~er by subsection ~ 3 the customer is 

9 precluded from asserting agains: the bank~ 

:. 0 a. the customer's ~nauthorlzed signature or any alteration 

item, if the ban< acso estab~~~~es proves tha: 1t ll on :-he 

12 suffered a loss by reason o: ~~e~ the failure; and 

13 b. en the custor:1er's unauthorized signature or alteration 

14 by the same wrongdoer on any other item paid in good faith by 

15 

16 

'..7 

18 

19 

70 

21 

the har.k e~te~-t~e-f~~~~-±~effi-and-~tat~ffle~t-wa~-a~aiiebte-to 

the-e~stemer-re~-a-~ee~enab~e-peried-net-e~eeeding-fe~rteen 

ea±endar-d~y~-and-be~ere-t~e-ben~-reeeives-net~fieati~n-~~em 

t~e-etl~teme~-ef-any-stleh-tlnatlt~eri~ed-si9n8ttlre-er-e±te~at~en 

if the payment was made before the bank received notice ~~on 

the custorrer of the unauth?rized signatu~e or a~:e~ation and 

after the cc:s:omer_h_9?, _ _b_een afforded a reasonable _Ef?',_--=-i.:=oc::d:____:o::_:_f 

22 

23 

24 

25 

tim~~?t_~2'c:~eding thirty days, in which to examine the ite:n 

~--~ta_t;ement of accour\: and notify the !Jank. 

37--The-pree~tl~ie~-tlnder-stlbseet~en-2-doe~-ner-appiy-if-the 

eo~to~e~-estab~t~he~-~ae~-of-erdinary-eere-o~-t~e-pert-ef-the 

26 ba~~-i~-payin9-the-!~emtst7 

27 s. =~ subsec~ion 4 aoolies and the customer oroves :hat 
------ ·--=--:;:__:::_____o::__::__:::c_____::::_:__:::__.:=__:::_::::_:__:::__:::__::_:___;-=--=---: 

28 the bank failed :o exerc:se ordina~v care ln oay~en: the ite:n 

29 and that the fail~re substantial contributed :o loss, the :oss 

JO is allocated be_t_'·!_e_~;:t- the customer prec:uded and :h~ __ bank 

Jl ijSS~_!"til".q the precll:sio:1 according to the extent to ·.vtC:ch the 

32 fai:~~re of the custo~er ~o comoiv wi:h subsect~on 3 a~d the 

l~ ~.:Ce 

JS tne 

~oss. :~ the cus:omer proves that ~he ba~~ did ~ot pay 

i~eM :n ccod fai:h, t~e orecl~sicr. ~nder suOsectio;; ~ does 
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l not _apply. 

2 4 6. Without regard to care or lack of care of either the 

3 CIIStomer or the bankL a customet who does no: wichin one yea~ 

4 f~om-the-e±me after the statement ene or items are made 

5 available to the customer (subsection l) discover and report 

6 the customer's unauthorized signature on or any alteration on 

7 ehe-feee-o~-bee~-of-the-item-o~-dee~-not-within-eh~ee-yea~~ 

8 frem-thet-t~~e-di~ee~e~-end-~epert-eny-aneathe~i~ed 

9 el'lde~~emene £_~ -~he_j_t:_~~ is precluded from asserting against 

:o the bank ~aeh the unauthorized signature or e~de~~ement-er 

ll ~aeh alteration. If there :s a preclus:on under this 

l2 2__ub:;~ct ion, the payor bank may not recover for breach of 

13 war ranty ___ tl_n?_e_r __ _o;_ectlon 554.4208 with resoect to tr.e 

14 unauthorized signature or altera~ion to which the preclusion 

15 app~ies. 

16 5.--ff-ande~-th±s-~eet~en-a-peye~-oen~-ha~-e-~a~id-de!en~e 

i7 egai~~t-a-eta~m-of-a-etl~teme~-n~e~-or-~e~nx~~M9-E~om-peyme~e 

18 ef-an-item-and-waive~-er-Eaii~-ape~-~eqae~t-te-esse~t-the 

19 defen~e-the-benk-mey-not-asse~t-e9einst-eny-eoi~eet~M9-ba~k-er 

20 othe~-prio~-party-presenttn9-o~-tren~Ee~ring-the-item-a-elaim 

21 besed-apon-the-anaather~~ed-~±gneta~e-o~-elteretion-giv~ng 

22 ri~e-to-the-ea~tome~~s-eiaim. 

23 Sec. 113. Section 554.4407, Code 1993, lS amended to read 

24 as follows: 

2S 554.4407 PAYOR BANK'S RIGHT TO SUBROGATION ON IMPROPER 

26 ?AYME~T. 

27 If a payor banK has paid an 1tem over the ~top-payment 

28 order of the drawer or maker to stop payment, or after an 

29 acc?unt has been closed, or otherwise under circumstances 

30 giving a bas:s for objection by the drawer or maker, to 

3: preve~t u~just enrich~en~ and only ~o the exte~t necessa~y to 

12 preven: :oss to the bank by ceason of 1ts payxent o~ the ite~. 

33 the payor ban< ~!"':e~~-f>e is s~brogated to the righ:s 
34 d • of any ~o:der .:.~ d~e course on the ite~ agai_nst tne 
35 dra<·ler or maker; and 
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b. o: ~~e payee o~ a;:y other ho:der of ct:e :te~ agai~s~ 

l transaction out of wh~ch the ~tem arose; and 

4 c. of the drawe: o~ maker aga~:1st the payeP o~ any other 

5 holder a~ t~e ite1n wit~l respect ~o the transaction out of 

6 which the ~te!~ arose. 

7 SPc. ll4. Sect1on S5C450l, Code :903, iS arr.ec:ded :o ~ead 

8 as folloc1s: 

S 554.450~ HA~DLING 0~ ~OCUM~N~ARY DRAFTS -- DUTY TO SEND 

:o FO~ PRESE~~ME~~ AND TO ~OTIFY CUSTOM~R OF DiSHO~OR. 

ll A bac:k w~%eh :~at takes a documenca~y dra~t ~or collection 

l2 fflt1~t _s_h_a_l ~ presen:: cc send the draf:: and accc:;Jpac:yi:'!g 

13 doc:Jments for present~ent and~ upo~ learni~g that the draft 

l4 has not beer. pa:d or accepted ir. due course ffltlS~, shall 

15 seasonahly notify its customer of ~~eh ~he fact even though it 

16 may have discounted or bo~ght the draft or extended credi: 

:1 available for withdrawal as of right. 

18 Sec. ll s. Sec~ior. 554.4502, Code ~993, is amended to read 

19 as follO\•s: 

20 5'>4. 4 50? PRESSNT~lE~T OF "0~ ARR:VAL" DRAFTS. 

21 When If a draf~ or the releva:Jt instruc:ions require 

22 presentmen: ''o~ arrival'', ''when goods a~:ive'' or the :~~e, the 

23 collect1ng ban~ need not prese:•~ until ~n its judg~e~t a 

24 ~easonable :irne for arrivai of the goods has exp~red. Ref~sa: 

25 to pay or accept because :he goods have not arrived is not 

26 dishonor; the ba~k ~us: not1fy its :ransferor o~ ~tleh ~he 

27 re:usal hut need not present the draft aga:r. until it cs 

78 i~str~c~ed to do so or learns of :he a:r~val o~ the goods. 

29 Sec. 116. Section 554.4503, Code 1993, is axe::ded to read 

30 as c . ' o~...O~.!..OYJS: 

J 2 !\~:J GOO::JS 

J 3 or m::::o. 
3.:1 :..:n.:..ess 

J5 Ar~tc'.e 5, 

RE?ORT 0? REASONS FOR :JISHONOR -- REFERE~ :N CASE 

a ba~k presen~i~g a documen:a:y dra~:: 
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l a. must deliver the documents to the drawee on accep~ance 

2 of the draft if it is payable more than three days after 

3 presentment; otherwise, only on payment; and 

4 b. upon dishonor, either in the case of presentment for 

5 acceptance or presentment for payment, may seek and follow 

6 instructions from any referee in case of need designated in 

7 the draft or~ if the presenting bank does r.ot choose to 

8 utilize the referee's services, it must use 

9 faith to ascertain the reason for disnonor, 

dil:gence and good 

m:.tst notify its 

~0 transferor of the dishonor and of the results of its effort to 

ll ascertain the reasons the:e:or, and must request . . . tnstruc ... 1ons. 

12 Btlt However, 

13 with respect to 

:he presenting bank is under no obligation 

goods represented by the documents except to 

14 follow any reasonable instructions seasonab:y received; it has 

15 a r1ght to reimbursement for any expense incurred in following 

16 i.nstructions and to prepayment of or indemnity for ~tleh those 

17 expenses. 

18 Sec. 117. Section 554.4504, subsection l, Code 1993, 1s 

19 amended to read as follows: 

20 1. A presenting bank w~~eh that, foclowing the dishonor of 

21 a documentary draft, has seasonably requested instructions but 

22 does not receive them within a reasonab:e time may store, 

23 sell, or otherwise deal with the goods in any reasonable 

24 manner. 

25 Sec. 118. Section 554.5103, subsection 3, Code 1993, lS 

26 amended to read as follows: 

27 J. Definitions i~ other Articles applying to this Article 

28 and the sections in wh1ch they appear are: 

29 '1 Accept'' or ''Acceptance''. 

30 

31 ''Contract for sale''. 

32 "Dra£t". 

33 "i1o~der 1n d;,;e course". 

34 ''Midnight deadli~e''. 

35 "Security". 
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Sec. c -' 9. Sec::o~ 55~.9206, st.:Osec:.:.on ..;._, 
2 ar:-,e::uea ~a read as fol:ows: 

3 S~bjec: ~o a~y s~a:~:e o: decis:on ~hie~ es:ab:~s~es a 

~ di~~ere:lt ~:J_e fer buye~s or :essees oE ccns~~e~ goods, a', 

t>y a :!'":at t!-'.e :essee . ' . . 
.......... J,. 

6 ~o: asse:t agai~st a!~ assig~ee any c:a.:.~ o: de~e~se whic~ :he 

, ~~ye~ ar ~essec n;ay have agai~st :he sel:er o: iesso: i3 

S e~~orceab:e by an ass~gnee ~~o ~akes that assig~ee's 

9 ass~g:;~e;-.t for va=..:..:.e, .:.n good faith a~d withcut ~c:ice 

:o C..;.,a~rn cr cie~ense, except as to de~enses of a ty9e ~hie~ n;ay be 

1: 3sse~:ed aga:nst a holder i~ due course of a ~egot.:.able 

12 i:;st::...:ment u:~de~ tr.e A:-~icle o:: Com..~e:-~!-a!--?ape::- Neqoti.a.b2.e 

13 Instrumert:s (Article 3). 

14 :~ansaction signs both a ~egoc~ab:e inst~u~e~: and a secu:ity 

l5 agree~ent ma~es sue~ a~ agceemen~ . 
. ' 10 

"':..7 

l8 

19 

Sec. 120. D:RECTION TO CODE EDiTOR. 

The Code editor ~s directed to re~Lmbe: section 55~.4215 :o 

sec:ion 554.4208 and ce~cmbe' section 554.4216 to 554.4209, 

renumber s~oseque~t sec~io~s through section 554.4214 

20 according:y, and correct i~tecnal ce:ecences. 

Sec. u:. 
22 l. Sec~ions 554.3~01 ~hrough 554.3806, Code :993, are 

23 repealed. 

24 

25 

2. Sec:ion 554.4109, Code 1993, 1s repealed. 

EXPLA:\AT:ON 

26 :'!":is bill amends ::-te ci":apter 554, the Gnifor:n Cormr.ercia~ 

27 Code, by re,r:.::ng Arncle 3 celating to corr.rr.eccia~ paper, 

28 a~te~ds Ar:icle 4 relating to bank deposits a~d C8l:ections :n 

29 co~:or7nance with ~ecorr .. mendaticns by the ,;l .. rnerican law i:-:st~:u:e 

30 a~d t~e ~a~ional co~fe~e~ce of commiss~o~er5 c~ unifcrm sta~e 

:aws, and provides ccnfcrni~g ame~d~encs to various sec~io~s 

22 o:: :r.e Code. 

23 ?a~t l oE ~he ~e~ Ar:~cl~ 3 establishes ge~eral provis:ons, 

defin~::on5, 34 :~c .. = ... c:r-.g 

~ 35 

:equi~ese~ts ::o: the issuance a~d 

pay~.en: r-.ego::iable ~nst:u~en:s, a~d ~~ability parties 
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l invo:ved en a breach of an obligation arisor.g :rom tra:-:sac':icn 

2 involvi~s a~ instrume~t. 

J Part 2 provides ~or t~e ~egot:ation, transEe:, and 

4 endo~seme~t oE negotiab:e instruments, includi~g ~ights 

5 acqu:red by transfer and reacquisiticr.s. The bill incl~des 

6 requireme~~s regardi~g endorse~e~ts, inciuding s9ecia: and 

7 clan~ endcrseme:-:ts, restrictive endorsenents. 

8 Part 3 provides ~or t~e e~forcement of instruments, by 

9 providing for the rights of holders of the instruments; 

iO req~ireme~ts ~elati~g ~o the transfer of ins~ru~ents Eor value 

a~d consideration; :he payment of overd~e inst:~ments; 

12 deEe;Jses and claims in recoupment; d~ties owed by fiduciaries; 

13 evidence of lost, destroyed, or stolen ins:r~ments; the 

14 discharge of obiigacions; and obligations occurring upon an 

15 instr~ment's loss. 

16 Par: 4 provides ~or :he liab~lity of parties, i~cl~ding 

l7 requirements for signatures; the consequences of a fraudulent 

18 endorsement or alterations; the acceptance of c~ecks and ether 

19 d(af~s; the obligations of issuers, acceptors, drawers, a~d 

20 endorsers; warranties; and the conversion of instruments. 

21 ?art 5 provides for the dishonor of instruments, inc:uding 

22 requtrements relating to presen:men:, and notice. 

23 ?art 6 provides for discharge and payment, including the 

24 eEfec: of discharge, and methods to accomplish discharge and 

25 :he tender of payment. 

26 ~he bill also amends varlcus sections in Ar':icle 4, 

27 including sections providing for definitions, payment 

28 requirements, presentment, a statute of limitations, 

29 warranties, s~t~lement, liability, the :e:urn of items, a~d 

30 bank charges. 

31 The bLii directs the Code ed~tcr to make changes necessary 

32 to conform the bill wi:h the model act. 

33 ~he bill repeals sect1cns :ncl~ded wi:h:~ o:d Ar:icle 3 a~d 

34 a provision in Art~cle 4 reiacing to :he process of pos:ing of 

35 a ~o:lce by a banK :n de~ermining to pay an ~:em. 
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SENATE FILE 2279 
S-5275 

l Amend Senate File 2279 as follows: 
2 l. By striking page 15, line 17, through page 16, 
3 line 25, and inserting the following: 
4 "Sec. NEW SECTION. 554.3118 ACCRUAL OF 
5 CAUSE OF ACTION. 
6 1. A cause of action against a maker or an 
7 acceptor accrues 
8 a. In the case of a time instrument on the day 
9 after maturity; 

10 b. In the case of a demand instrument upon its 
11 date or, if no date is stated, on the date of issue. 
12 2. A cause of action against the obligor of a 
13 demand or time certificate of deposit accrues upon 
14 demand, but demand on a time certificate may not be 
15 made until on or after the date of maturity. 
16 3. A cause of action against a drawer of a draft 
17 or an endorser of any instrument accrues upon demand 
18 following dishonor of the instrument. Notice of 
19 dishonor is a demand. 
20 4. Unless an instrument provides otherwise, 
21 interest runs at the rate provided by law for a 
22 judgment 
23 a. In the case of a maker, acceotor or other 
24 primary obligor of a demand instrum~nt, from the date 
25 of demand; 

6 b. In all other cases from the date of accrual of 
the cause of action.'' 

28 
29 
30 
31 
32 

2. Page 33, by striking line 16 and inserting the 
following: ''claimant under subse6tion 2, paragraph 
''d'',''. ' 

33 
34 
35 
36 
37 
38 
39 
40 
41 "certificated". 
42 8. Page 60, by str:king line 14 and inserting the 
43 following: ''instructions for unceitificated 
44 securities (section 554.8308) or". 
45 9. Page 60, line 20, by striking the word 
46 "Drawer'' and inserting the following: "Drawee". 
47 10. Page 61, by striking line ll and inserting 
48 the following: 
49 ''''Agreement for electronic prese~tment''. Section 554.4110.'' 
50 11. Page 61, by striking line 12 and inserting 
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SENATE CLIP SHEET MARCH 23, 1994 

S-5275 
Page 2 

1 the following: 
2 1111 Bank". 
3 12. Page 61, line 19, by 
4 "554.4105" and inserting the 
5 13. Page 61, by striking 
6 the following: 

Section 
striking the figure 
following: ''554.4110". 
line 26 and inserting 

Page 2 

554.4105." 

7 ""Certificate of deposit". Section 554.3104.'' 
8 14. Page 61, by striking line 28 and inserting 
9 the following: 

10 ""Certified check". Section 554.3409.'' 
11 15. Page 64, by striking lines 32 through 34 and 
12 inserting the following: 
13 ''2. If an item states that it is ''payable at" a 
14 bank identified in the item, (i) the item designates 
15 the bank as a collecting bank and does not by itself 
16 authorize the bank to pay the item, and (ii) the item 
17 may be presented for payment only by or through the 
18 bank. 
19 3. If a draft names a nonbank drawee and it is 
20 unclear whether a bank named in the draft is a co-
21 drawee or a collecting bank, the bank is a collecting 
22 bank." 
23 16. By striking page 64, line 35, through page 
2 4 6 5, line 3. 
25 17. Page 67, line 30, by striking the word 
26 "UNINDORSED" and inserting the following: 
27 "UNENDORSED". 
28 18. Page 69, line 15, by striking the word 
29 "thirty'' and inserting the following: ''sixty". 
30 19. By striking page 70, line 35, through page 
31 71, line l, and inserting the following: 
32 "PRESENTMENT BY NOTICE OF ITEM NOT PAYABLE BY, 
33 THROUGH, OR AT A BANK----; LIABILITY OF SE€6N8AR¥ 
34 PAR'P:fBS-DRAWER OR ENDORSER." 
35 20. Page 78, line 4, by striking the word 
36 ''thirty'' and inserting the following: "sixty''. 
37 21. Page 80, line 17, by striking the figure 
38 "554.4208" and inserting the following: "554.4215". 
39 22. Page 85, line 25, by striking the word 
40 "seven'' and inserting the following: ''eleven''. 
41 23. Page 86, line 22, by striking the word 
42 ''thirty'' and inserting the following: ''sixty''. 
43 24. Page 90, by inserting after line 15 the 
44 following: 
45 "Sec. NEW SECTION. 668.16 APPLICABILITY OF 
46 THIS CHAPTER. 
47 This chapter does not apply to Article 3 or 4 of 
48 chapter 554." 
49 25. Page 90, by striking lines 17 through 20 and 
50 inserting the following: 
S-5275 -2-
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S-5275 
3 Page 

1 ''The Code editor, in coooeration with the 
legislative service bureau a~d in conformity with the 
policies of the legislative council, is directed :o 
renumber sections in this Act in conformance with the 
numbering system included in the model Act as 
recommended by the American law institute and national 
conference of commissioners on uniform state laws, and 
to correct internal references as necessary." 

2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 

26. Page 90, by inserting after line 24 the 
following: 

"Sec. EFFECTIVE DATE. This Act takes effect 
July 1, 1995." 

13 27. Title page, line 3, by inserting after the 
14 word "sections" the following: ", and providing an 
15 effective date''. 
16 28. By renumbering as necessary. 

S-5275 FILED MARCH 22, 1994 
ADOPTED 

By AL STURGEON 
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2 
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4 

5 

6 
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8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

SENATE FILE u" 
BY COMMITTEE ON COMMERCE 

(SUCCESSOR TO SSB 2244) 

(COMPANION TO LSB 4186HV) 

(AS AMENDED AND PASSED BY THE SENATE MARCH 22, 1994) 

- New Language by the senate 

* - Language Stricken by the Senate 

r f. N !Jfl , 1 . 1 
Passed Senate, Date Passed Hous'e..;.- D~e 4{1.5"1'/~ 
Vote: Ayes Nays Vote: Ayes 1.? Nays 

Approved ern 0'1 l o: r q q i 
A BILL FOR 

An 

BE 

Act amending the Uniform Commercial Code relating to 

negotiable instruments, and bank deposits and collections, and 

repealing sections, and erovidinq an effective date. 

IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: ~ 

SF 2279 

da/cc/26 
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1 Sectioi 1. Section 9E.9, subsection 5, Code 1993, is 

2 amended to read as follows: 
3 5. In making or noting a protest of a negotiable 

4 instrument, the notarial officer must determine e"e-maeee~s 

5 set-fo~e" whether there is evidence of dishonor as provided in 

6 section 55473569 554.3505. 
7 Sec. 2. Section 533.43, subsection 3, Code 1993, is 

8 amended to read as follows: 

9 3. The share draft is payable to a member of the credit 

10 union, or to a member of the family of the issuer of the share 

ll draft, or to a business in which the issuer of the share draft 

12 has an interest. However, the exception contained in this 

13 subsection does not apply to any person referred to in this 

14 subsection if the person is a holder in due course, as 

15 provided in chapter 554, article 37-ana-w~t"-respeee-eo-a 

16 share-arafe-w"ie"-is-iss~ea-prior-to-t"e-expiration-of-one 

17 year-after-Aprii-i37-t9T9,-the-person-shaiY-not-~e-aeniea-ehe 

18 ~ights-o£-e-hoieer-in-a~e-eo~rse-o£-ehe-s"are-araft-soieiy-on 

19 ehe-groanes-e"ae-t"e-sha~e-e~afe-faiis-eo-meee-ehe 

20 ~eq~i~emenes-o£-seeeion-55473t647-s~~seetion-i7-pa~ag~ep"-uau. 

21 Sec. 3. Section 537.3211, Code 1993, is amended to read as 
22 follows: 

23 537.3211 NOTICE OF CONSUMER PAPER. 

24 Every note which is a negotiable instrument parsaane-to as 

25 provided in section 554.3104 taken in a consumer credit 

26 transaction, if the writing requires or provides for a 

27 signature of the consumer, shall conspicuously show on its 

28 face the following: ''This is a consumer credit transaction.• 

29 Sec. 4. Section 539.1, Code 1993, is amended to read as 
30 follows: 

31 539.1 ASSIGNMENT OF NONNEGOTIABLE INSTRUMENTS. 

32 Bonds, due bills, and all instruments by which the maker 

33 promises to pay another, without words of negotiability, a sum 

34 of money, or by which the maker promises to pay a sum of money 

35 in property or labor, or to pay or deliver any property or 
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l labor, or acknowledges any money, labor, or property to be 

2 due, are assignable by endorsement on the instrument, or by 

3 other writing. The assignee, including a person who takes 

4 assignment for collection in the regular course of business, 

5 has a right of action on them in the assignee's own name, 

6 subject to any defense or counterclaim which the maker or 

7 debtor had against an assignor of the instrument before notice 

8 of the assignment. In case of conflict between this section 

9 and H~~form-eommereia~-eoae, sections 554~3885, 554.5116 or 

10 and 554.9318, tho~e sections 554.5116 and 554.9318 control. 

ll Sec. 5. Section 539.2, Code 1993, is amended to read as 

12 follows: 

13 539,2 ASSIGNMENT PROHIBITED BY INSTRUMENT. 

14 When by the terms of an instrument its assignment is 

15 prohibited, an assignment thereof shall nevertheless be valid, 

16 but the maker may make use of any defense or counterclaim 

17 against the assignee which the maker may have against any 

18 assignor thereof before notice of such assignment is given to 

19 the maker in writing. In case of conflict between this 

20 section and Hniferm-eommereia~-eoae, sections 554~3885, 

21 554.5116 or and 554.9318, ~ho~e sections 554.5116 and 554.9318 

22 control. 

23 Sec. 6. section 554.1201, subsections 20, 24, and 43, Code 

24 1993, are amended to read as follows: 

25 20. "Holder" means-a-person-who-i~-in-posse~sion-of-a 

26 doe~ment-of-ti~~e-or-an-~nstr~ment-or-a-eert±f±eated 

27 ±~ve~tment-seenri~y-draw~7-±~~ned,-or-endor~ed-to-that-person 

28 or-to-that-per~on~s-order-or-to-bearer-or-in-blank with 

29 respect to a negotiable instrument, means the person in 

30 possession if the instrument is payable to bearer or, in the 

31 case of an instrument payable to an identified person, if the 

32 identified person is in possession. ''Holder" with respect to 

33 a document of title means the person in possession if the 

34 goods are deliverable to bearer or to the order of the person 

35 in possession. 

-2-



S.F. zz-, H. F. 

1 24. "Money" means a medium of exchange authorized or 

2 adopted by a domestic or foreign government as-a-~a~e-of-ies 

3 eu~~e"ey and includes a monetary unit of account established 

4 by an intergovernmental organization or by agreement between 
5 two or more nations. 

6 43. "Unauthorized" signature o~-e"eo~se111e"t means one made 

7 without actual, impliedL or apparent authority and includes a 

8 forgery. 

9 Sec. 7. Section 554.1207, Code 1993, is amended to read as 

10 follows: 

11 554.1207 PERFORMANCE OR ACCEPTANCE UNDER RESERVATION OF 
12 RIGHTS. 

13 1. A party whoL with explicit reservation of rightsL 

14 performs or promises performance or assents to performance in 

15 a manner demanded or offered by the other party does not 

16 thereby prejudice the rights reserved. Such words as "without 

17 prejudice", ''under protest" or the like are sufficient. 

18 2. Subsection 1 does not apply to an accord and 
19 satisfaction. 

20 Sec. 8. Section 554.2103, subsection 3, Code 1993, is 
21 amended to read as follows: 

22 3. The following definitions in other Articles apply to 
23 this Article: 
24 "Check". 

25 "Consignee". 

26 "Consignor". 

27 "Consumer goods". 
28 "Dishonor". 

29 

30 "Draft". 

31 Sec. 9. Section 554.2511, subsection 
32 amended to read as follows: 

Section 554.3104. 

Section 554.7102. 

Section 554.7102. 

Section 554.9109. 

Section 554.35EH 

554.3502. 

Section 554.3104. 
3, code 1993, is 

33 3. Subject to the provisions of this chapter on the effect 

34 of an instrument on an obligation (section 554.366% 554.3310), 

35 payment by check is conditional and is defeated as between the 
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1 parties 

2 

by dishonor of the check on due presentment. 

3 

4 

5 

6 Sec. 10. 

UNIFORM COMMERCIAL CODE 

ARTICLE 3 - NEGOTIABLE INSTRUMENTS 

PART 1 

GENERAL PROVISIONS AND DEFINITIONS 

NEW SECTION. 554.3101 SHORT TITLE. This 

7 Article may be cited as Uniform Commercial Code -- Negotiable 

8 Instruments. 

9 Sec. 11. NEW SECTION. 554.3102 SUBJECT MATTER. 

10 1. This Article applies to negotiable instruments. It 

11 does not apply to money, to payment orders governed by Article 

12 8, or to securities governed by Article 17. 

13 2. If there is conflict between this Article and Article 9 

14 or 12, Articles 9 and 12 govern. 

15 3. Regulations of the Board of Governors of the Federal 

16 Reserve System and operating circulars of the Federal Reserve 

17 Banks supersede any inconsistent provision of this Article to 

18 the extent of the inconsistency. 

19 Sec. 12. NEW SECTION. 554.3103 DEFINITIONS. 

20 1. In this Article: 

21 a. "Acceptor'' means a drawee who has accepted a draft. 

22 b. "Drawee" means a person ordered in a draft to make 

23 payment. 

24 c. "Drawer" means a person who signs or is identified 1n a 

25 draft as a person ordering payment. 

26 d. "Good faith" means honesty in fact and the observance 

27 of reasonable commercial standards of fair dealing. 

28 e. ''Maker" means a person who signs or is identified in a 

29 note as a person undertaking to pay. 

30 f. "Order" means a tHitten instruction to pay money signed 

31 by the person giving the instruction. The instruction may be 

32 addressed to any person, including the person giving the 

33 instruction, or to one or more persons jointly or in the 

34 alternative but not in succession. An authorization to pay is 

35 not an order unless the person authorized to pay is also 
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l instructed to pay. 
2 g. "Ordinary care" in the case of a person engaged in 

3 business means observance of reasonable commercial standards, 
4 prevailing in the area in which the person is located, with 
5 respect to the business in which the person is engaged. In 
6 the case of a bank that takes an instrument for processing for 
7 collection or payment by automated means, reasonable 
8 commercial standards do not require the bank to examine the 
9 instrument if the failure to examine does not violate the 

10 bank's prescribed procedures and the bank's procedures do not 

11 vary unreasonably from general banking usage not disapproved 

12 by this Article or Article 4. 

13 h. "Party" means a party to an instrument. 
14 i. 

15 signed 
"Promise" means a written undertaking to pay money 
by the person undertaking to pay. An acknowledgment of 

16 an obligation by the obligor is not a promise unless the 

17 obligor also undertakes to pay the obligation. 

18 j. "Prove" with respect to a fact means to meet the burden 

19 of establishing the fact (section 554.1201, subsection 8). 
20 k. "Remitter" means a person who purchases an instrument 

21 from its issuer if the instrument is payable to an identified 
22 person other than the purchaser. 
23 2. Other definitions applying to this Article and the 
24 sections in which they appear are: 
25 "Acceptance". 
26 "Accommodated party". 
27 "Accommodation party". 
28 "Alteration". 

29 "Anomalous endorsement". 
30 "Blank endorsement". 
31 "Cashier's check". 
32 "Certificate of deposit''. 
33 "Certified check". 
34 "Check". 
35 "Consideration". 
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Section 554.3419. 
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Section 554.3104. 
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Section 554.3409. 
Section 554.3104. 
Section 554.3303. 



1 "Draft". 

2 "Holder in due course". 

3 "Incomplete instrument". 

4 "Endorsement". 

5 "Endorser". 

6 "Instrument". 

7 "Issue". 

8 "Issuer". 

9 "Negotiable instrument". 

10 "Negotiation". 

11 "Note". 

12 "Payable at a definite time". 

13 "Payable on demand". 

14 "Payable to bearer". 

15 "Payable to order". 

16 "Payment". 

17 "Person entitled to enforce". 

18 "Presentment". 

19 "Reacquisition". 

20 "Special endorsement''. 

21 "Teller's check". 

22 "Transfer of instrument". 

23 "Traveler's check". 

24 "Value". 

S.F. ZZJf H.F. 

Section 554.3104. 

Section 554.3302. 

Section 554.3115. 

Section 554.3204. 

Section 554.3204. 

Section 554.3104. 

Section 554.3105. 

Section 554.3105. 

Section 554.3104. 

Section 554.3201. 

Section 554.3104. 

Section 554.3108. 

Section 554.3108. 

Section 554.3109. 

Section 554.3109. 

Section 554.3602. 

Section 554.3301. 

Section 554.3501. 

Section 554.3207. 

Section 554.3205. 

Section 554.3104. 

Section 554.3203. 

Section 554.3104. 

Section 554.3303. 

25 3. The following definitions in other Articles apply to 

26 this Article: 

27 "Bank". Section 554.4105. 

28 "Banking day". Section 554.4104. 

29 "Clearing house". Section 554.4104. 

30 "Collecting bank". Section 554.4105. 

31 "Depositary bank". Section 554.4105. 

32 "Dccumentary draft". Section 554.4104. 

33 "Intermediary bank''. Section 554.4105. 

34 "Item". Section 554.4104. 

35 "Payor bank". Section 554.4105. 
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"Susperds paymer:ts". section 554.4104. 

• 4. In addition, Ar:!cl~ 1 contains general definitions and 

~ principles of construction and interpretation applicable 

4 throughout this Article. 

5 Sec. 13. NEW SECTICN. 554.3104 NEGOTIABLE INSTRUMENT. 

6 1. Except as provided in subsections 3 and 4, "negotiable 

7 instrument" means an unconditional promise or order to pay a 

8 fixed amount of money, with or without interest or other 

9 charges described in the promise or order, if it: 

10 a. is payable to bearer or to order at the time it is 

11 issued or first comes into possession of a holder; 

12 b. ~s payable on demand or at a definite time; and 

13 c. does not state any other undertaking or instruction by 

14 the person promising or ordering payment to do any act in 

15 addition to the payment of money, but the promise or order may 

16 contain (i) an undertaking or power to give, maintain, or 

17 protect collateral to secure payment, (ii) an authorization or 

18 power to the holder to confess judgment or realize on or 

19 dispose of collateral, or (iii) a waiver of the benefit of any 

20 law intended for the advantage or protection of an obligor. 

21 2. "Instrument'' means a negotiable instrument. 

22 3. An order that meets all of the requirements of 

23 subsection 1, except paragraph "a", and otherwise falls within 

24 the definition of ''check" in subsection 6 is a negotiable 
25 instrument and a check. 

26 4. A promise or order other than a check is not an 

27 instrument if, at the time it is issued or first comes into 

28 possession of a holder, it contains a conspicuous statement, 

29 however expressed, to the effect that the promise or order is 

30 not negotiable or is not an instrument governed by this 
31 Article. 

32 5. An instrument is a ''note" if it is a promise and is a 

33 "draft" if it is an order. If an instrument falls within the 
34 definition of both ''note'' and ''draft,'' a person entitled to 

35 enforce the instrument may treat it as either. 
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"Check" means (i) a draft, other than a documentary 
payable on demand and drawn on a bank or (ii) a 

3 cashier's check or teller's check. An instrument may be a 
4 check even though it is described on its face by another term, 
5 such as "money order." 

6 7. "Cashier's check" means a draft with respect to which 

7 the drawer and drawee are the same bank or branches of the 
8 same bank. 
9 8. "Teller's check" means a draft drawn by a bank (i) on 

10 another bank, or (ii) payable at or through a bank. 
11 9. "Traveler's check" means an instrument that (i) is 
12 payable on demand, (ii) is drawn on or payable at or through a 
13 bank, (iii) is designated by the term "trayeler's check" or by 

14 a substantially similar term, and (iv) requires, as a 

15 condition to payment, a countersignature by a person whose 
16 specimen signature appears on the instrument. 

17 10. "Certificate of deposit" means an instrument 
18 containing an acknowledgment by a bank that a sum of money has 
19 been received by the bank and a promise by the bank to repay 
20 the sum of money. A certificate of deposit is a note of the 
21 bank. 

22 Sec. 14. NEW SECTION. 554.3105 ISSUE OF INSTRUMENT. 
23 1. "Issue" means the first delivery of an instrument by 
24 the maker or drawer, whether to a holder or nonholder, for the 

25 purpose of giving rights on the instrument to any person. 
26 2. An unissued instrument, or an unissued incomplete 
27 instrument that is completed, is binding on the maker or 
28 drawer, but nonissuance is a defense. An instrument that is 
29 conditionally issued or is issued for a special purpose is 
30 binding on the maker or drawer, but failure of the condition 
31 or special purpose to be fulfilled is a defense. 
32 3. "Issuer'' applies to issued and unissued instruments and 
33 means a maker or drawer of an instrument. 

34 Sec. 15. NEW SECTION. 554.3106 UNCONDITIONAL PROMISE OR 

35 ORDER. 
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1 1. Except as provided in this section, for the purposes of 

2 section 554.3104, subsection 1, a promise or order is 

3 unconditional unless it states (i) an express condition to 

4 payment, (ii) that the promise or order is subject to or 

5 governed by another writing, or (iii) that rights or 

6 obligations with respect to the promise or order are stated in 

7 another writing. A reference to another writing does not of 

8 itself make the promise or order conditional. 

9 2. A promise or order is not made conditional (i) by a 
10 reference to another writing for a statement of rights with 

11 respect to collateral, prepayment, or acceleration, or (ii) 

12 because payment is limited to resort to a particular fund or 

13 source. 

14 3. If a promise or order requires, as a condition to 

15 payment, a countersignature by a person whose specimen 

16 signature appears on the promise or order, the condition does 

17 not make the promise or order conditional for the purposes of 
18 section 554.3104, subsection 1. If the person whose specimen 

19 signature appears on an instrument fails to countersign the 

20 instrument, the failure to countersign is a defense to the 

21 obligation of the issuer, but the failure does not prevent a 

22 transferee of the instrument from becoming a holder of the 

23 instrument. 
24 4. 

25 comes 
If a promise or order at the time it is issued or first 

into possession of a holder contains a statement, 

26 required by applicable statutory or administrative law, to the 

27 effect that the rights of a holder or transferee are subject 

28 to claims or defenses that the issuer could assert against the 
29 original payee, the promise or order is not thereby made 

30 conditional for the purposes of section 554.3104, subsection 

31 1; but if the promise or order is an instrument, there cannot 

32 be a holder in due course of the instrument. 

33 Sec. 16. NEW SECTION. 554.3107 INSTRUMENT PAYABLE IN 
34 FOREIGN MONEY. 

35 Unless the instrument otherwise provides, an instrument 
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1 that states the amount payable in foreign money may be paid in 
2 the foreign money or in an equivalent amount in dollars 
3 calculated by using the current bank-offered spot rate at the 
4 place of payment for the purchase of dollars on the day on 
5 which the instrument is paid. 
6 Sec. 17. NEW SECTION. 554.3108 PAYABLE ON DEMAND OR AT 

7 DEFINITE TIME. 

8 l. A promise or order is "payable on demand" if it ( i) 

9 states that it is payable on demand or at sight, or otherwise 

10 indicates that it is payable at the will of the holder, or 
11 (ii) does not state any time of payment. 

12 2. A promise or order is "payable at a definite time" if 
13 it is payable on elapse of a definite period of time after 

14 sight or acceptance or at a fixed date or dates or at a time 

15 or times readily ascertainable at the time the promise or 

16 order is issued, subject to rights of (i) prepayment, (ii) 
17 acceleration, (iii) extension at the option of the holder, or 

18 (iv) extension to a further definite time at the option of the 

19 maker or acceptor or automatically upon or after a specified 
20 act or event. 
21 3. If an instrument, payable at a fixed date, is also 
22 payable upon demand made before the fixed date, the instrument 
23 is payable on demand until the fixed date and, if demand for 

24 payment is not made before that date, becomes payable at a 
25 definite time on the fixed date. 
26 Sec. 18. NEW SECTION. 554.3109 PAYABLE TO BEARER OR TO 

27 ORDER. 

28 1. A promise or order is payable to bearer if it: 
29 a. states that it is payable to bearer or to the order of 

30 bearer or otherwise indicates that the person in possession of 
31 the promise or order is entitled to payment; 
32 b. does not state a payee; or 
33 c. states that it is payable to or to the order of cash or 

34 otherwise indicates that it is not payable to an identified 
35 person. 
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1 2. A promise or order that is not payable to bearer is 

2 payable to order if it is payable (i) to the order of an 
3 identified person or (ii) to an identified person or order. A 

4 promise or order that is payable to order is payable to the 

5 identified person. 

6 3. An instrument payable to bearer may become payable to 

7 an identified person if it is specially endorsed pursuant to 

8 section 554.3205, subsection 1. An instrument payable to an 

9 identified person may become payable to bearer if it is 

10 endorsed in blank pursuant to section 554.3205, subsection 2. 

11 Sec. 19. NEW SECTION. 554.3110 IDENTIFICATION OF PERSON 

12 TO WHOM INSTRUMENT IS PAYABLE. 

13 1. The person to whom an instrument is initially payable 

14 is determined by the intent of the person, whether or not 

15 authorized, signing as, or in the name or behalf of, the 

16 issuer of the instrument. The instrument is payable to the 

17 person intended by the signer even if that person is 

18 identified in the instrument by a name or other identification 

19 that is not that of the intended person. If more than one 

20 person signs in the name or behalf of the issuer of an 

21 instrument and all the signers do not intend the same person 

22 as payee, the instrument is payable to any person intended by 

23 one or more of the signers. 

24 2. If the signature of the issuer of an instrument is made 

25 by automated means, such as a check-writing machine, the payee 

26 of the instrument is determined by the intent of the person 

27 who supplied the name or identification of the payee, whether 
28 or not authorized to do so. 

29 3. A person to whom an instrument is payable may be 
30 identified in any way, including by name, identifying number, 

31 office, or account number. For the purpose of determining the 

32 holder of an instrument, the following rules apply: 
33 a. 

34 account 
if an instrument is payable to an account and the 

15 identified only by number, the instrument is 

35 payable to the person to whom the account is payable. If an 
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1 instrument is payable to an account identified by number and 
2 by the name of a person, the instrument is payable to the 

3 named person, whether or not that p~rson is the owner of the 
4 account identified by number. 
5 b. if an instrument is payable to: 
6 (1) a trust, an estate, or a person described as trustee 
7 or representative of a trust or estate, the instrument is 

8 payable to the trustee, the representative, or a successor of 
9 either, whether or not the beneficiary or estate is also 

10 named; 

11 (2) a person described as agent or similar representative 

12 of a named or identified person, the instrument is payable to 
13 the represented person, the representative, or a successor of 
14 the representative; 
15 (3) a fund or organization that is not a legal entity, the 

16 instrument is payable to a representative of the members of 

17 the fund or organization; or 

18 (4) an office or to a person described as holding an 
19 office, the instrument is payable to the named person, the 

20 incumbent of the office, or a successor to the incumbent. 
21 4. If an instrument is payable to two or more persons 

22 alternatively, it is payable to any of them and may be 
23 negotiated, discharged, or enforced by any or all of them in 
24 possession of the instrument. If an instrument is payable to 
25 two or more persons not alternatively, it.is payable to all of 
26 them and may be negotiated, discharged, or enforced only by 
27 all of them. If an instrument payable to two or more persons 
28 is ambiguous as to whether it is payable to the persons 

29 alternatively, the instrument is payable to the persons 
30 alternatively. 

31 Sec. 20. NEW SECTION. 554.3111 PLACE OF PAYMENT. 
32 Except as otherwise provided for items in Article 4, an 
33 instrument is payable at the place of payment stated in the 
34 instrument. If no place of payment is stated, an instrument 
35 is payable at the address of the drawee or maker stated in the 
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1 instrument. If no address is stated, the place of payment is 
2 the place of business of the drawee or maker. If a drawee or 
3 maker has more than one place of business, the place of 
4 payment is any place of business of the drawee or maker chosen 
s by the person entitled to enforce the instrument. If the 

6 drawee or maker has no place of business, the place of payment 

7 is the residence of the drawee or maker. 
8 Sec. 21. NEW SECTION. 554.3112 INTEREST. 
9 1. Unless otherwise provided in the instrument, (i) an 

10 instrument is not payable with interest, and (ii) interest on 

11 an interest-bearing instrument ~s payable from the date of the 
12 instrument. 

13 2. Interest may be stated in an instrument as a fixed or 

14 variable amount of money or it may be expressed as a fixed or 
15 variable rate or rates. The amount or rate of interest may be 

16 stated or described in the instrument in any manner and may 
17 require reference to information not contained in the 

18 instrument. If an instrument provides for interest, but the 
19 amount of interest payable cannot be ascertained from the 

20 description, interest is payable at the judgment rate in 
21 effect at the place of payment of the instrument and at the 
22 time interest first accrues. 

23 Sec. 22. NEW SECTION. 554.3113 DATE OF INSTRUMENT. 
24 1. An instrument may be antedated or postdated. The date 
25 stated determines the time of payment if the instrument is 

26 payable at a fixed period after date. Except as provided ~n 
27 section 554.4401, subsection 3, an instrument payable on 

28 demand is not payable before the date of the instrument. 

29 2. If an instrument is undated, its date is the date of 
30 its issue or, in the case of an unissued instrument, the date 
31 it first comes into possession of a holder. 
32 Sec. 23. NEW SECTION. 554.3114 CONTRADICTORY TERMS OF 
33 INSTRUMENT. 

34 If an instrument contains contradictory terms, typewritten 
35 terms prevail over printed terms, handwritten terms prevail 
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1 over both, and words prevail over numbers. 

2 Sec. 24. NEW SECTION. 554.3115 INCOMPLETE INSTRUMENT. 

3 1. "Incomplete instrument" means a signed writing, whether 

4 or not issued by the signer, the contents of which show at the 

5 time of signing that it is incomplete but that the signer 

6 intended it to be completed by the addition of words or 
7 numbers. 

8 2. Subject to subsection 3, if an incomplete instrument is 

9 an instrument under section 554.3104, it may be enforced 

10 according to its terms if it is not completed, or according to 

11 its terms as augmented by completion. If an incomplete 

12 instrument is not an instrument under section 554.3104, but, 

13 after completion, the requirements of section 554.3104 are 

14 met, the instrument may be enforced according to its terms as 
15 augmented by completion. 

16 3. If words or numbers are added to an incomplete 

17 instrument without authority of the signer, there is an 

18 alteration of the incomplete instrument under section 
19 554.3407. 

20 4. The burden of establishing that words or numbers were 

21 added to an incomplete instrument without authority of the 

22 signer is on the person asserting the lack of authority. 

23 Sec. 25. NEW SECTION. 554.3116 JOINT AND SEVERAL 
24 LIABILITY -- CONTRIBUTION. 

25 1. Except as otherwise provided in the instrument, two or 
26 more persons who have the same liability on an instrument as 

27 makers, drawers, acceptors, endorsers who endorse as joint 

28 payees, or anomalous endorsers are jointly and severally 

29 liable in the capacity in which they sign. 

30 2. Except as provided in section 554.3419, subsection 5, 

31 or by agreement of the affected parties, a party having joint 

32 and several liability who pays the instrument is entitled to 
33 receive from any party having the same joint and several 

34 liability contribution in accordance with applicable law. 
35 3. Discharge of one party having joint and several 
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l liability by a person entitled to enforce the instrument does 

2 not affect the right under subsection 2 of a party having the 

3 same joint and several liability to receive contribution from 

4 the party discharged. 
5 Sec. 26. NEW SECTION. 554.3117 OTHER AGREEMENTS 

6 AFFECTING INSTRUMENT. 

7 Subject to applicable law regarding exclusion of proof of 

8 contemporaneous or previous agreements, the obligation of a 

9 party to an instrument to pay 

10 supplemented, or nullified by 

the instrument may be modified, 

a separate agreement of the 

11 obligor and a person entitled to enforce the instrument, if 

12 the instrument is issued or the obligation is incurred in 

13 reliance on the agreement or as part of the same transaction 

14 giving rise to the agreement. To the extent an obligation is 

15 modified, supplemented, or nullified by an agreement under 

16 this section, the agreement is a defense to the obligation. 

17 Sec. 27. NEW SECTION. 554.3118 ACCRUAL OF CAUSE OF 

18 ACTION. 

19 l. A cause of action a:ijainst a maker or an acceli:tor 
20 accrues 

21 a. In the case of a time instrument on the da~ after 

22 maturity; 

23 b. In the case of a demand instrument upon its date or, if 
24 no date is stated, on the date of issue. 

25 2. A cause of action aqainst the obligor of a demand or 

26 time certificate of deposit accrues upon demand, but demand on 

27 a time certificate may not be made until on or after the date 
28 of maturity. 

29 3. A cause of action aqainst a drawer of a draft or an. 

30 endorser of any instrument accrues upon demand following 

31 dishonor of the instrument. Notice of dishonor is a demand. 

32 4. Unless an instrument provides otherwise, interest runs 
33 at the rate provided by law for a judgment 

34 a. In the case of a maker, acceptor or other primary 
35 obligor of a deman~ ins~[Ument, from the date of demand; 
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1 b. In all othl;!r cases troro the qgte of accrual of the 

2 cause of action. 
3 Sec. 28. NEW SECTION. 554.3119 NOTICE OF RIGHT TO DEFEND 

4 ACTION. 

5 In an action for breach of an obligation for which a third 

6 person is answerable over pursuant to this Article or Article 
7 4, the defendant may give the third person written notice of 
8 the litigation, and the person notified may then give similar 
9 notice to any other person who is answerable over. If the 

10 notice states (i) that the person notified may come in and 
11 defend and (ii) that failure to do so will bind the person 
12 notified in an action later brought by the person giving the 

13 notice as to any determination of fact common to the two 

14 litigations, the person notified is so bound unless after 

15 seasonable receipt of the notice the person notified does come 

16 in and defend. 
17 PART 2 

18 NEGOTIATION, TRANSFER, AND ENDORSEMENT 

19 Sec. 29. NEW SECTION. 554.3201 NEGOTIATION. 

20 1. "Negotiation" means a transfer of possession, whether 

21 voluntary or involuntary, of an instrument by a person other 
22 than the issuer to a person who thereby becomes its holder. 

23 2. Except for negotiation by a remitter, if an instrument 

24 is payable to an identified person, negotiation requires 
25 transfer of possession of the instrument and its endorsement 
26 by the holder. If an instrument is payable to bearer, it may 

27 be negotiated by transfer 
28 Sec. 30. NEW SECTION. 

29 RESCISSION. 

of possession alone. 
554.3202 NEGOTIATION SUBJECT TO 

30 1. Negotiation is effective even if obtained (i) from an 
31 infant, a corporation exceeding its powers, or a person 

32 without capacity, (ii) by fraud, duress, or mistake, or (iii) 

33 in breach of duty or as part of an illegal transaction. 
34 2. To the extent permitted by other law, negotiation may 
35 be rescinded or may be subject to other remedies, but those 
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l remedies may not be asserted against a subsequent holder in 

2 due course or a person paying the instrument in good faith and 

3 without knowledge of facts that are a basis for rescission or 
4 other remedy. 

5 Sec. 31. NEW SECTION. 554.3203 TRANSFER OF INSTRUMENT--

6 RIGHTS ACQUIRED BY TRANSFER. 

7 l. An instrument is transferred when it is delivered by a 

8 person other than its issuer for the purpose of giving to the 

9 person receiving delivery the right to enforce the instrument. 

10 2. Transfer of an instrument, whether or not the transfer 

11 is a negotiation, vests in the transferee any right of the 

12 transferor to enforce the instrument, including any right as a 

13 holder in due course, but the transferee cannot acquire rights 

14 of a holder in due course by a transfer, directly or 

15 indirectly, from a holder in due course if the transferee 

16 engaged in fraud or illegality affecting the instrument. 

17 3. Unless otherwise agreed, if an instrument is 

18 transferred for value and the transferee does not become a 

19 holder because of lack of endorsement by the transferor, the 

20 transferee has a specifically enforceable right to the 

21 unqualified endorsement of the transferor, but negotiation of 

22 the instrument does not occur until the endorsement is made. 

23 4. If a transferor purports to transfer less than the 

24 entire instrument, negotiation of the instrument does not 
25 occur. The transferee obtains no rights under this Article 
26 and has only the rights of a partial assignee. 

27 Sec. 32. NEW SECTION. 554.3204 ENDORSEMENT. 

28 1. "Endorsement" means a signature, other than that of a 
29 signer as maker, drawer, or acceptor, that alone or 

30 accompanied by other words is made on an instrument for the 

31 purpose of (i) negotiating the instrument, (ii) restricting 

32 payment of the instrument, or (iii) incurring endorser's 

33 liability on the instrument, but regardless of the intent of 

34 the signer, a signature and its accompanyin~ words is an 
35 endorsement unless the accompanying words, terms of the 
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l instrument, place of the signature, or other circumstances 

2 unambiguously indicate that the signature was made for a 

3 purpose other than endorsement. For the purpose of 

4 determining whether a signature is made on an instrument, a 

5 paper affixed to the instrument is a part of the instrument. 

6 2. "Endorser" means a person who makes an endorsement. 

7 3. For the purpose of determining whether the transferee 

8 of an instrument is a tolder, an endorsement that transfers a 

9 security interest in the instrument is effective as an 

10 unqualified endorsement of the instrument. 

ll 4. If an instrument is payable to a holder under a name 

12 that is not the name of the holder, endorsement may be made by 

13 the holder in the name stated in the instrument or in the 

14 holder's name or both, but signature in both names may be 

15 required by a person paying or taking the instrument for value 

16 or collection. 

17 Sec. 33. NEW SECTION. 554.3205 SPECIAL ENDORSEMENT --

18 BLANK ENDORSEMENT -- ANOMALOUS ENDORSEMENT. 

19 1. If an endorsement is made by the holder of an 
20 instrument, whether payable to an identified person or payable 

21 to bearer, and the endorsement identifies a person to whom it 

22 makes the instrument payable, it is a "special endorsement." 

23 When specially endorsed, an instrument becomes payable to the 

24 identified person and may be negotiated only by the 

25 endorsement of that person. The principles stated in section 

26 554.3110 apply to special endorsements. 
27 2. If an endorsement is made by the holder of an 
28 instrument and it is not a special endorsement, it is a "blank 

29 endorsement." When endorsed in blank, an instrument becomes 

30 payable to bearer and may be negotiated by transfer of 
31 possession alone until specially endorsed. 

32 3. The holder may convert a blank endorsement that 

33 consists only of a signature into a special endorsement by 

34 writing, above the signature of the endorser, words 

35 identifying the person to whom the instrument is made payable. 
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1 4. "Anomalous endorsement" means an endorsement made by a 

2 person who is not the holder of the instrument. An anomalous 

3 endorsement does not affect the manner in which the instrument 

4 may be negotiated. 

5 Sec. 34. NEW SECTION. 554.3206 RESTRICTIVE ENDORSEMENT. 

6 1. An endorsement limiting payment to a particular person 

7 or otherwise prohibiting further transfer or negotiation of 

8 the instrument is not effective to prevent further transfer or 

9 negotiation of the instrument. 

10 2. An endorsement stating a condition to the right of the 

11 endorsee to receive payment does not affect the right of the 

12 endorsee to enforce the instrument. A person paying the 

13 instrument or taking it for value or collection may disregard 

14 the condition, and the rights and liabilities of that person 

15 are not affected by whether the condition has been fulfilled. 

16 3. If an instrument bears an endorseme~t (i) described in 

17 section 554.4201, subsection 2, or (ii) in blank or to a 

18 particular bank using the words "for deposit,'' "for 

19 collection," or other words indicating a purpose of having the 

20 instrument collected by a bank for the endorser or for a 

21 particular account, the following rules apply: 

22 a. A person, other than a bank, who purchases the 

23 instrument when so endorsed converts the instrument unless the 

24 amount paid for the instrument is received by the endorser or 

25 applied consistently with the endorsement. 

26 b. A depositary bank that purchases the instrument or 

27 takes it for collection when so endorsed converts the 

28 instrument unless the amount paid by the bank with respect to 

29 the instrument is received by the endorser or applied 

30 consistently with the endorsement. 

31 c. A payor bank that is also the depositary bank or that 

32 takes the instrument for immediate payment over the counter 

33 from a person other than a collecting bank converts the 

34 instrument unless the proceeds of the instrument are received 

35 by the endorser or applied consistently with the endorsement. 
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l d. Except as otherwise provided in paragraph c, a payor 

2 bank or intermediary bank may disregard the endorsement and is 

3 not liable if the proceeds of the instrument are not received 

4 by the endorser or applied consistently with the endorsement. 

5 4. Except for an endorsement covered by subsection 3, if 

6 an instrument bears an endorsement using words to the effect 

7 that payment is to be made to the endorsee as agent, trustee, 

8 or other fiduciary for the benefit of the endorser or another 

9 person, the following rules apply: 

10 a. Unless there is notice of breach of fiduciary duty as 

11 provided in section 554.3307, a person who purchases the 

12 instrument from the endorsee or takes the instrument from the 
13 endorsee for collection or payment may pay the proceeds of 

14 payment or the value given for the instrument to the endorsee 

15 without 

16 duty to 

17 b. A 

18 pays the 

19 affected 

regard to whether the endorsee violates a fiduciary 

the endorser. 

subsequent transferee of the instrument or person who 

instrument is neither given notice nor otherwise 

by the restriction in the endorsement unless the 

20 transferee or payor knows that the fiduciary dealt with the 

21 
22 

23 
24 

25 

instrument 

5. The 

which this 

instrument 

instrument 

or its proceeds in breach of fiduciary duty. 
presence on an instrument of an endorsement to 

section applies does not prevent a purchaser of the 

from becoming a holder in due course of the 

unless the purchaser is a converter under 

3 or has notice or knowledge of breach of fiduciary 

27 duty as stated in subsection 4. 

26 subsection 

28 

29 

30 

31 

32 

6. 

pay the 

violate 
payment 

Sec. 

In an action to enforce the obligation of a party to 

instrument, the obligor has a defense if payment would 
an endorsement to which this section applies and the 

is not permitted by this section. 
35. NEW SECTION. 554.3207 REACQUISITION. 

33 Reacquisition of an instrument occurs if it is transferred 

34 to a former holder, by negotiation or otherwise. A former 

35 holder who reacquires the instrument may cancel endorsements 
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1 made after the reacquirer first became a holder of the 

2 instrument. If the cancellation causes the instrument to be 

3 payable to the reacquirer or to bearer, the reacquirer may 
4 negotiate the instrument. An endorser whose endorsement is 
5 cancelled is discharged, and the discharge is effective 

6 against any subsequent holder. 

7 PART 3 

8 ENFORC&~ENT OF INSTRUMENTS 

9 Sec. 36. NEW SECTION. 554.3301 PERSON ENTITLED TO 

10 ENFORCE INSTRUMENT. 

ll "Person entitled to enforce" an i~strument means (i) the 
12 holder of the instrument, (ii) a nonholder in possession of 

13 the instrument who has the rights of a holder, or (iii) a 

14 person not in possession of the instrument who is entitled to 

15 enforce the instrument pursuant to section 554.3309 or 

16 554.3418, subsection 4. A person may be a person entitled to 

17 enforce the instrument even though the person is not the owner 

18 of the instrument or is in wrongful possession of the 
19 instrument. 

20 Sec. 37. NEW SECTION. 554.3302 HOLDER IN DUE COURSE. 

21 1. Subject to subsection 3 and section 554.3106, 

22 subsection 4, "holder in due course" means the holder of an 
23 instrument if: 

24 a. the instrument when issued or negotiated to the holder 

25 does not bear such apparent evidence of forgery or alteration 

26 or is not otherwise so irregular or incomplete as to call into 
27 question its authenticity; and 

28 b. the holder took the instrument (i) for value, (ii) in 
29 good faith, (iii) without notice that the instrument is 
30 overdue or has been dishonored or that there is an uncured 

31 default with respect to payment of another instrument issued 

32 as part of the same series, (iv) without notice that the 

33 instrument contains an unauthorized signature or has been 

34 altered, (v) without notice of any claim to the instrument 

35 described in section 554.3306, and (vi) without notice that 
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1 any party has a defense or claim in recoupment described in 
2 section 554.3305, subsection 1. 
3 2. Notice of discharge of a party, other than discharge in 

4 an insolvency proceeding, is not notice of a defense under 
5 subsection 1, but discharge is effective against a person who 
6 became a holder in due course with notice of' the discharge. 
7 Public filing or recording of a document does not of itself 
8 constitute notice of a defense, claim in recoupment, or claim 
9 to the instrument. 

10 3. Except to the extent a transferor or predecessor in 
11 interest has rights as a holder in due course, a person does 

12 not acquire rights of a holder in due course of an instrument 
13 taken (i) by legal process or by purchase in an execution, 
14 bankruptcy, or creditor's sale or similar proceeding, (ii) by 
15 purchase as part of a bulk transaction not in ordinary course 

16 of business of the transferor, or (iii) as the successor in 
17 interest to an estate or other organization. 

18 4. If, under section 554.3303, subsection 1, paragraph 

19 "a", the promise of performance that is the consideration for 

20 an instrument has been partially performed, the holder may 
21 assert rights as a holder in due course of the instrument only 
22 to the fraction of the amount payable under the instrument 
23 equal to the value of the partial performance divided by the 
24 value of the promised performance. 
25 5. If (i) the person entitled to enforce an instrument has 
26 only a security interest in the instrument and (ii) the person 

27 obliged to pay the instrument has a defense, claim in 
28 recoupment, or claim to the instrument that may be asserted 
29 against the person who granted the security interest, the 
30 person entitled to enforce the instrument may assert rights as 
31 a holder in due course only to an amount payable under the 
32 instrument which, at the time of enforcement of the 
33 instrument, does not exceed the amount of the unpaid 
34 obligation secured. 

35 6. To be effective, notice must be received at a time and 
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1 in a manner that gives a reasonable opportunity to act on it. 

2 7. This section is subject to any law limiting status as a 

3 holder in due course in particular classes of transactions. 

4 Sec. 38. NEW SECTION. 554.3303 VALUE AND CONSIDERATION. 

5 1. An instrument is issued or transferred for value if: 

6 a. the instrument is issued or transferred for a promise 

7 of performance, to the extent the promise has been performed; 

8 b. the transferee acquires a security interest or other 

9 lien in the instrument other than a lien obtained by judicial 

10 proceeding; 

ll c. the instrument is issued or transferred as payment of, 

12 or as security for, an antecedent claim against any person, 

13 whether or not the claim is due; 

14 d. the instrument is issued or transferred in exchange for 

15 a negotiable instrument; or 

16 e. the instrument is issued or transferred in exchange for 

17 the incurring of an irrevocable obligation to a third party by 

18 the person taking the instrument. 

19 2. "Consideration" means any consideration sufficient to 

20 support a simple contract. The drawer or maker of an 

21 instrument has a defense if the instrument is issued without 

22 consideration. If an instrument is issued for a promise of 

23 performance, the issuer has a defense to the extent 

24 performance of the promise is due and the promise has not been 

25 performed. If an instrument is issued for value as stated in 

26 subsection 1, the instrument is also issued for consideration. 

27 Sec. 39. NEW SECTION. 554,3304 OVERDUE INSTRUMENT. 

28 1. An instrument payable on demand becomes overdue at the 

29 earliest of the following times: 

30 a. on the day after the day demand for payment is duly 
31 made; 

32 b. if the instrument is a check, ninety days after its 
33 date; or 

34 c. if the instrument is not a check, when the instrument 

35 has been outstanding for a period of time after its date which 
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1 is unreasonably long under the circumstances of the particular 
2 case in light of the nature of the instrument and usage of the 
3 trade. 
4 2. With respect to an instrument payable at a definite 

5 time the following rules apply: 
6 a. 

7 date has not been accelerated, the instrument becomes overdue 
8 upon default 
9 installment, 

under the instrument for nonpayment of an 

and the instrument remains overdue until the 
10 default is cured. 
11 b. If the principal is not payable in installments and the 

12 due date has not been accelerated, the instrument becomes 

13 overdue on the day after the due date. 
14 c. If a due date with respect to principal has been 
15 accelerated, the instrument becomes overdue on the day after 
16 the accelerated due date. 
17 3. Unless the due date of principal has been accelerated, 

18 an instrument does not become overdue if there is default in 
19 payment of interest but no default in payment of principal. 

20 Sec. 40. NEW SECTION. 554.3305 DEFENSES AND CLAIMS IN 

21 RECOUPMENT. 

22 1. Except as stated in subsection 2, the right to enforce 
23 the obligation of a party to pay an instrument is subject to 
24 the following: 
25 a. a defense of the obligor based on (i) infancy of the 
26 obligor to the extent it is a defense to a simple contract, 
27 (ii) duress, lack of legal capacity, or illegality of the 

28 transaction which, under other law, nullifies the obligation 
29 of the obligor, (iii) fraud that induced the obligor to sign 
30 the instrument with neither knowledge nor reasonable 
31 opportunity to learn of its character or its essential terms, 
32 or (iv) discharge of the obligor in insolvency proceedings; 
33 b. a defense of the obligor stated in an~ther section of 
34 this Article or a defense of the obligor that would be 
35 available if the person entitled to enforce the instrument 
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1 were enforcing a right to payment under a simple contract; and 

2 c. a claim in recoupment of the obligor against the 

3 original payee of the instrument if the claim arose from the 

4 transaction that gave rise to the instrument; but the claim of 

5 the obligor may be asserted against a transferee of the 

6 instrument only to reduce the amount owing on the instrument 

1 at the time the action is brought. 

8 2. The right of a holder in due course to enforce the 

9 obligation of a party to pay the instrument is subject to 

10 defenses of the obligor stated in subsection 1, paragraph "a", 

11 but is not subject to defenses of the obligor stated in 

12 subsection 1, paragraph "b", or claims in recoupment stated in 

13 subsection 1, paragraph "c", against a person other than the 
14 holder, 

15 3. Except as stated in subsection 4, in an action to 

16 enforce the obligation of a party to pay the instrument, the 

17 obligor may not assert against the person entitled to enforce 

18 the instrument a defense, claim in recoupment, or claim to the 

19 instrument (section 554.3306) of another person, but the other 

20 person's claim to the instrument may be ass.erted by the 

21 obligor if the other person is joined in the action and 

22 personally asserts the claim against the person entitled to 

23 enforce the instrument. An obligor is not obliged to pay the 

24 instrument if the person seeking enforcement of the instrument 

25 does not have rights of a holder in due course and the obligor 

26 proves that the instrument is a lost or stolen instrument. 

27 4. In an action to enforce the obligation of an 

28 accommodation party to pay an instrument, the accommodation 

29 party may assert against the person entitled to enforce the 

30 instrument any defense or claim in recoupment under subsection 

31 1 that the accommodated party could assert against the person 

32 entitled to enforce the instrument, except the defenses of 

33 discharge in insolvency proceedings, infancy, and lack of 
34 legal capacity. 

35 Sec, 41. NEW SECTION, 554.3306 CLAIMS TO AN INSTRUMENT. 
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l A person taking an instrument, other than a person having 

2 rights of a holder in due course, is subject to a claim of a 
3 property or possessory right in the instrument or its 
4 proceeds, including a claim to rescind a negotiation and to 

5 recover the instrument or its proceeds. A person having 
6 rights of a holder in due course takes free of the claim to 
7 the instrument. 
8 Sec. 42. NEW SECTION. 554.3307 NOTICE OF BREACH OF 

9 FIDUCIARY DUTY. 
10 1. In this section: 
ll a. "Fiduciary" means an agent, trustee, partner, 
12 officer or director, or other representative owing a 

13 duty with respect to an instrument. 

corporate 

fiduciary 

14 b. "Represented person" means the principal, beneficiary, 

15 partnership, corporation, or other person to whom the duty 
16 stated in paragraph "a" is owed. 
17 2. If (i) an instrument is taken from a fiduciary for 
18 payment or collection or for value, (ii) the taker has 
19 knowledge of the fiduciary status of the fiduciary, and (iii) 
20 the represented person makes a claim to the instrument or its 

21 proceeds on the basis that the transaction of the fiduciary is 

22 a breach of fiduciary duty, the following rules apply: 
23 a. Notice of breach of fiduciary duty by the fiduciary is 
24 notice of the claim of the represented person. 
25 b. In the case of an instrument payable to the represented 
26 person or the fiduciary as such, the taker has notice of the 
27 breach of fiduciary duty if the instrument is (i) taken in 
28 payment of or as security for a debt known by the taker to be 

29 the personal debt of the fiduciary, (ii) taken in a 
30 transaction known by the taker to be for the personal benefit 
31 of the fiduciary, or (iii) deposited to an account other than 
32 an account of the fiduciary, as such, or an account of the 
33 represented person. 
34 c. If an instrument is 
35 the fiduciary as such, and 

issued by the represented person or 
made payable to the fiduciary 
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1 personally, the taker 

duty unless 

duty. 

does not have notice of the breach of 

the taker knows of the breach of 2 fiduciary 

3 fiduciary 

4 d. If an instrument is issued by the represented person or 

5 the fiduciary as such, to the taker as payee, the taker has 
6 notice of the breach of fiduciary duty if the instrument is 
7 (i) taken in payment of or as security for a debt known by the 

8 taker to be the personal debt of the fiduciary, (ii) taken in 

9 a transaction known by the taker to be for the personal 

10 benefit of the fiduciary, or (iii) deposited to an account 

11 other than an account of the fiduciary, as such, or an account 

12 of the represented person. 

13 Sec. 43. NEW SECTION. 554.3308 PROOF OF SIGNATURES AND 

14 STATUS AS HOLDER IN DUE COURSE. 
15 1. In an action with respect to an instrument, the 

16 authenticity of, and authority to make, each signature on the 

17 instrument is admitted unless specifically denied in the 

18 pleadings. If the validity of a signature is denied in the 

19 pleadings, the burden of establishing validity is on the 

20 person claiming validity, but the signature is presumed to be 

21 authentic and authorized unless the action is to enforce the 

22 liability of the purported signer and the signer is dead or 

23 incompetent at the time of trial of the issue of validity of 
24 the signature. If an action to enforce the instrument is 
25 brought against a person as the undisclosed principal of a 

26 person who signed the instrument as a party to the instrument, 

27 the plaintiff has the burden of establishing that the 

28 defendant is liable on the instrument as a represented person 
29 under 

30 2. 
section 554.3402, subsection 1. 

If the validity of signatures is admitted or proved and 

31 there is compliance with subsection 1, a plaintiff producing 

32 the instrument is entitled to payment if the plaintiff proves 
33 entitlement to enforce the instrument under section 554.3301, 
34 unless the defendant proves a defense or claim in recoupment. 

35 If a defense or claim in recoupment is proved, the right to 
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1 payment of the plaintiff is subject to the defense or claim, 
2 except to the extent the plaintiff proves that the plaintiff 
3 has rights of a holder in due course which are not subject to 

4 the defense or claim. 
5 Sec. 44. NEW SECTION. 554.3309 ENFORCEMENT OF LOST, 

6 DESTROYED, OR STOLEN INSTRUMENT. 

7 1. A person not in possession of an instrument is entitled 

8 to enforce the instrument if: (i) the person was in 
9 possession of the instrument and entitled to enforce it when 

10 loss of possession occurred, (ii) the loss of possession was 
11 not the result of a transfer by the person or a lawful 

12 sei~ure, and (iii) the person cannot reasonably obtain 
13 possession of the instrument because the instrument was 

14 destroyed, its whereabouts cannot be determined, or it is in 

15 the wrongful possession of an unknown person or a person that 

16 cannot be found or is not amenable to service of process. 
17 2. A person seeking enforcement of an instrument under 
18 subsection l must prove the terms of the instrument and the 
19 person's right to enforce the instrument. If that proof is 
20 made, section 554.3308 applies to the case as if the person 
21 seeking enforcement had produced the instrument. The court 

22 may not enter judgment in favor of the person seeking 

23 enforcement unless it finds that the person required to pay 

24 the instrument is adequately protected against loss that might 
25 occur by reason of a claim by another person to enforce the 
26 instrument. Adequate protection may be provided by any 
27 reasonable means. 
28 Sec. 45. NEW SECTION. 554.3310 EFFECT OF INSTRUMENT ON 

29 OBLIGATION FOR WHICH TAKEN. 

30 1. Unless otherwise agreed, if a certified check, 
31 cashier's check, or teller's check is taken for an obligation, 
32 the obligation is discharged to the same extent discharge 
33 would result if an amount of money equal to the amount of the 
34 instrument were taken in payment of the obligation. Discharge 
35 of the obligation does not affect any liability that the 
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1 obligor may have as an endorser of the instrument. 

2 2. Unless otherwise agreed and except as provided in 

3 subsection 1, if a note or an uncertified check is taken for 

4 an obligation, the obligation is suspended to the same extent 

5 the obligation would be discharged if an amount of money equal 

6 to the amount of the instrument were taken, and the following 

7 rules apply: 

8 a. In the case of an uncertified check, suspension of the 

9 obligation continues until dishonor of the check or until it 

10 is paid or certified. 

11 results in discharge of 

12 amount of the check. 

Payment or certification of the check 

the obligation to the extent of the 

13 b. In the case of a note, suspension of the obligation 

14 continues until dishonor of the note or until it is paid. 

15 Payment of the note results in discharge of the obligation to 

16 the extent of the payment. 

17 c. Except as provided in paragraph ''d", if the check or 

18 note is dishonored and the obligee of the obligation for which 

19 the instrument was taken is the person entitled to enforce the 

20 instrument, the obligee may enforce either the instrument or 

21 the obligation. In the case of an instrument of a third 

22 person which is negotiated to the obligee by the obligor, 

23 discharge of the obligor on the instrument also discharges the 

24 obligation. 

25 d. If the person entitled to enforce the instrument taken 

26 for an obligation is a person other than the obligee, the 

27 obligee may not enforce the obligation to the extent the 

28 obligation is suspended. If the obligee is the person 

29 entitled to enforce the instrument but no longer has 

30 possession of it because it was lost, stolen, or destroyed, 

31 the obligation may not be enforced to the extent of the amount 

32 payable on the instrument, and to that extent the obligee's 

33 rights against the obligor are limited to enforcement of the 
34 instrument. 

35 3. If an instrument other than one described in subsection 
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l l or 2 is taken for an obligation, the effect is (i) that 
2 stated in subsection 1 if the instrument is one on which a 
3 bank is liable as maker or acceptor, or (ii) that stated in 
4 subsection 2 in any other case. 
5 Sec. 46. NEW SECTION. 554.3311 ACCORD AND SATISFACTION 

6 BY USE OF INSTRUMENT. 

7 1. If a person against whom a claim is asserted proves 

8 that (i) that person in good faith tendered an instrument to 

9 the claimant as full satisfaction of the claim, (ii) the 
10 amount of the claim was unliquidated or subject to a bona fide 
ll dispute, and (iii) the claimant obtained payment of the 
12 instrument, the following subsections apply. 
13 2. Unless subsection 3 applies, the claim is discharged if 
14 the person against whom the claim is asserted proves that the 

15 instrument or an accompanying written communication contained 

16 a conspicuous statement to the effect that the instrument was 

17 tendered as full satisfaction of the claim. 
18 3. 

19 under 

Subject to subsection 4, a claim is not discharged 

subsection 2 if either of the following applies: 
20 a. The claimant, if an organization, proves that (i) 
21 within a reasonable time before the tender, the claimant sent 
22 a conspicuous statement to the person against whom the claim 

23 is asserted that communications concerning disputed debts, 

24 including an instrument tendered as full satisfaction of a 

25 debt, are to be sent to a designated person, office, or place, 
26 and (ii) the instrument or accompanying communication was not 
27 received by that designated person, office, or place. 
28 b. The claimant, whether or not an organization, proves 
29 that within ninety days after payment of the instrument, the 
30 claimant tendered repayment of the amount of the instrument to 
31 the person against whom the claim is asserted. This paragraph 

32 does not apply if the claimant is an organization that sent a 
33 statement complying with paragraph "a" letter {i). 

34 4. A claim is discharged if the person against whom the 

35 claim is asserted proves that within a reasonable time before 
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l collection of the instrument was initiated, the claimant, or 

2 an agent of the claimant having direct responsibility with 

3 respect to the disputed obligation, knew that the instrument 

4 was tendered in full satisfaction of the claim. 

5 Sec. 47. NEW SECTION. 554.3312 LOST, DESTROYED, OR 

6 STOLEN CASHIER'S CHECK, TELLER'S CHECK, OR CERTIFIED CHECK. 

7 1. In this section: 

8 a. ''Check" means a cashier's check, teller's check, or 

9 certified check. 
10 b. "Claimant" means a person who claims the right to 

11 receive the amount of a cashier's check, teller's check, or 

12 certified check that was lost, destroyed, or stolen. 

13 c. "Declaration of loss" means a written statement, made 

14 under penalty of perjury, to the effect that (i) the declarer 

15 lost possession of a check, (ii) the declarer is the drawer or 

16 payee of the check, in the case of a certified check, or the 

17 remitter or payee of the check, in the case of a cashier's 

18 check or teller's check, (iii) the loss of possession was not 

19 the result of a transfer by the declarer or a lawful seizure, 
20 and (iv) the declarer cannot reasonably obtain possession of 

21 the check because the check was destroyed, its whereabouts 

22 cannot be determined, or it is in the wrongful possession of 

23 an unknown person or a person that cannot be found or is not 

24 amenable to service of process. 

25 d. ''Obligated bank" means the issuer of a cashier's check 

26 or teller's check or the acceptor of a certified check. 

27 2. A claimant may assert a claim to the amount of a check 
28 by a communication to the obligated bank describing the check 

29 with reasonable certainty and requesting payment of the amount 

30 of the check, if (i) the claimant is the drawer or payee of a 

31 certified check or the remitter or payee of a cashier's check 

32 or teller's check, (ii) the communication contains or is 

33 accompanied by a declaration of loss of the claimant with 

34 respect to the check, (iii) the communication is received at a 

35 time and in a manner affording the bank a reasonable time to 
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l act on it before the check is paid, and (iv) the claimant 

2 provides reasonable identification if requested by the 

3 obligated bank. Delivery of a declaration of loss is a 
4 warranty of the truth of the statements made in the 
5 declaration. If a claim is asserted in compliance with this 

6 subsection, the following rules apply: 

7 a. The claim becomes enforceable at the later of (i) the 

8 time the claim is asserted, or (ii) the ninetieth day 

9 following the date of the check, in the case of a cashier's 

10 check or teller's check, or the ninetieth day following the 

ll date of the acceptance, in the case of a certified check. 
12 b. 

13 effect 
Until the claim becomes enforceable, it has no legal 
and the obligated bank may pay the check or, in the 

14 case of a teller's check, may permit the drawee to pay the 

15 check. Payment to a person entitled to enforce the check 

16 discharges all liability of the obligated bank with respect to 

17 the check. 

18 c. If the claim becomes enforceable before the check is 

19 presented for payment, the obligated bank is not obliged to 

20 pay the check. 

21 d. When the claim becomes enforceable, the obligated bank 

22 becomes obliged to pay the amount of the check to the claimant 
23 if payment of the check has not been made to a person entitled 

24 to enforce the check. Subject to section 554.4302, subsection 

25 1, paragraph "a", payment to the claimant discharges all 

26 liability of the obligated bank with respect to the check. 

27 3. If the obligated bank pays the amount of a check to a 

28 claimant under subsection 2, paragraph "d", and the check is 

29 presented for payment by a person having rights of a holder in 

30 due course, the claimant is obliged to (i) refund the payment 

31 to the obligated bank if the check is paid, or (ii) pay the 

32 amount of the check to the person having righ~s of a holder in 
33 due course if the check is dishonored. 

34 4. If a claimant has the right to assert a claim under 

35 subsection 2 and is also a person entitled to enforce a 
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1 cashier's check, teller's check, or certified check which is 
2 lost, destroyed, or stolen, the claimant may assert rights 
3 with respect to the check either under this section or section 
4 554.3309. 

5 PART 4 

6 LIABILITY OF PARTIES 

7 Sec. 48. NEW SECTION. 554.3401 SIGNATURE. 

8 1. A person is not liable on an instrument unless (i) the 

9 person signed the instrument, or {ii) the person is 

10 represented by an agent or representative who signed the 

11 instrument and the signature is binding on the represented 
12 person under section 554.3402. 

13 2. A signature may be made {i) manually or by means of a 

14 device or machine, and {ii) by the use of any name, including 

15 a trade or assumed name, or by a word, mark, or symbol 

16 executed or adopted by a person with present intention to 

17 authenticate a writing. 

18 Sec. 49. NEW SECTION. 554.3402 SIGNATURE BY 

19 REPRESENTATIVE. 

20 1. If a person acting, or purporting to act, as a 

21 representative signs an instrument by signing either the name 

22 of the represented person or the name of the signer, the 

23 represented person is bound by the signature to the same 

24 extent the represented person would be bound if the signature 

25 were on a simple contract. If the represented person is 

26 bound, the signature of the representative is the "authorized 

27 signature of the represented person" and the represented 

28 person is liable on the instrument, whether or not identified 
29 in the instrument. 

30 2. If a representative signs the name gf the 

31 representative to an instrument and the signature is an 

32 authorized signature of the represented person, the following 
33 rules apply: 

34 a. If the form of the signature shows unambiguously that 

35 the signature is made on behalf of the represented person who 
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1 is identified in the instrument, the representative is not 

2 liable on the instrument. 
3 b. Subject to subsection 3, if (i) the form of the 

4 signature does not show unambiguously that the signature is 
5 made in a representative capacity or (ii) the represented 
6 person is not identified in the instrument, the representative 
7 is liable on the instrument to a holder in due course that 
8 took the instrument without notice that the representative was 
9 not intended to be liable on the instrument. With respect to 

10 any other person, the representative is liable on the 

11 instrument unless the representative proves that the original 
12 parties did not intend the representative to be liable on the 

13 instrument. 
14 3. If a representative signs the name of the 
15 representative as drawer of a check without indication of the 
16 representative status and the check is payable from an account 

17 of the represented person who is identified on the check, the 

18 signer is not liable on the check if the signature is an 

19 authorized signature of the represented person. 

20 Sec. 50. NEW SECTION. 554.3403 UNAUTHORIZED SIGNATURE. 

21 1. Unless otherwise provided in this Article or Article 4, 
22 an unauthorized signature is ineffective except as the 
23 signature of the unauthorized signer in favor of a person who 
24 in good faith pays the instrument or takes it for value. An 
25 unauthorized signature may be ratified for all purposes of 
26 this Article. 

27 2. If the signature of more than one person is required to 
28 constitute the authorized signature of an organization, the 

29 signature of the organization is unauthorized if one of the 
30 required signatures is lacking. 
31 3. The civil or criminal liability of a person who makes 
32 an unauthorized signature is not affected by any provision of 
33 this Article which makes the unauthorized signature effective 
34 for the purposes of this Article. 

35 Sec. 51. NEW SECTION. 554.3404 IMPOSTORS -- FICTITIOUS 
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1 PAYEES. 
2 1. If an impostor, by use of the mails or otherwise, 

3 induces the issuer of an instrument to issue the instrument to , 
4 the impostor, or to a person acting in concert with the 
5 impostor, by impersonating the payee of the instrument or a 

6 person authorized to act for the payee, an endorsement of the 
7 instrument by any person in the name of the payee is effective 

8 as the endorsement of the payee in favor of a person who, in 

9 good faith, pays the instrument or takes it for value or for 

10 collection. 

11 2. If (i) 

12 instrument is 

a person whose intent determines to whom an 

payable (section 554.3110, subsection 1 or 2) 
13 does not intend the person identified as payee to have any 

14 interest in the instrument, or (ii) the person identified as 

15 payee of an instrument is a fictitious person, the following 

16 rules apply until the instrument is negotiated by special 

17 endorsement: 

18 a. Any person in possession of the instrument is its 

19 holder. 

20 b. An endorsement by any person in the name of the payee 

21 stated in the instrument is effective as the endorsement of 
22 the payee in favor of a person who, in good faith, pays the 

23 instrument or takes it for value or for collection. 

24 3. Under subsection 1 or 2, an endorsement is made in the 

25 name of a payee if (i) it 1s made in a name substantially 

26 similar to that of the payee or (ii) the instrument, whether 

27 or not endorsed, is deposited in a depositary bank to an 

28 account in a name substantially similar to that of the payee. 

29 4. With respect to an instrument to which subsection 1 or 

30 2 applies, if a person paying the instrument or taking it for 

31 value or for collection fails to exercise ordinary care in 

32 paying or taking the instrument and that failure substantially 

33 contributes to loss resulting from payment of the instrument, 
34 the person bearing the loss may recover from the person 

35 failing to exercise ordinary care to the extent the failure to 
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1 exercise ordinary care contributed to the loss. 
2 Sec. 52. NEW SECTION. 554.3405 EMPLOYER'S RESPONSIBILITY 

3 FOR FRAUDULENT ENDORSEMENT BY EMPLOYEE. 

4 1. In this section: 

5 a. "Employee" includes an independent contractor and 

6 employee of an independent contractor retained by the 

7 employer. 
8 b. "Fraudulent endorsement" means (i) in the case of an 
9 instrument payable to the employer, a forged endorsement 

10 purporting to be that of the employer, or (ii) in the case of 

11 an instrument with respect to which the employer is the 

12 issuer, a forged endorsement purporting to be that of the 

13 person identified as payee. 

14 c. "Responsibility" with respect to instruments means 

15 authority (i) to sign or endorse instruments on behalf of the 

16 employer, (ii) to process instruments received by the employer 
17 for bookkeeping purposes, for deposit to an account, or for 

18 other disposition, (iii) to prepare or process instruments for 

19 issue in the name of the employer, (iv) to supply information 

20 determining the names or addresses of payees of instruments to 

21 be issued in the name of the employer, (v) to control the 

22 disposition of instruments to be issued in the name of the 

23 employer, or (vi) to act otherwise with respect to instruments 

24 in a responsible capacity. "Responsibility" does not include 

25 authority that merely allows an employee to have access to 
26 instruments or blank or incomplete instrument forms that are 

27 being stored or transported or are part of incoming or 

28 outgoing mail, or similar access. 

29 2. For the purpose of determining the rights and 

30 liabilities of a person who, in good faith, pays an instrument 

31 or takes it for value or for collection, if an employer 

32 entrusted an employee with responsibility with respect to the 

33 instrument and the employee or a person acting in concert with 

34 the employee makes a fraudulent endorsement of the instrument, 
35 the endorsement is effective as the endorsement of the person 
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1 to whom the instrument is payable if it is made in the name of 

2 that person. If the person paying the instrument or taking it 

3 for value or for collection fails to exercise ordinary care in 

4 paying or taking the instrument and that failure substantially 

5 contributes to loss resulting from the fraud, the person 
6 bearing the loss may recover from the person failing to 
7 exercise ordinary care to the extent the failure to exercise 

8 ordinary care contributed to the loss. 

9 3. Under subsection 2, an endorsement is made in the name 

10 of the person to whom an instrument is payable if (i) it is 

11 made in a name substantially similar to the name of that 

12 person or (ii) the instrument, whether or not endorsed, is 

13 deposited in a depositary bank to an account in a name 

14 substantially similar to the name of that person. 

15 Sec. 53. NEW SECTION. 554.3406 NEGLIGENCE CONTRIBUTING 

16 TO FORGED SIGNATURE OR ALTERATION OF INSTRUMENT. 

17 1. A person whose failure to exercise ordinary care 

18 substantially contributes to an alteration of an instrument or 

19 to the making of a forged signature on an instrument is 

20 precluded from asserting the alteration or the forgery against 

21 a person who, in good faith, pays the instrument or takes it 

22 for value or for collection. 

23 2. Under subsection 1, if the person asserting the 

24 preclusion fails to exercise ordinary care in paying or taking 

25 the instrument and that failure substantially contributes to 

26 loss, the loss is allocated between the person precluded and 

27 the person asserting the preclusion according to the extent to 

28 which the failure of each to exercise ordinary care 

29 contributed to the loss. 

30 3. Under subsection 1, the burden of proving failure to 

31 exercise ordinary care is on the person asserting the 

32 preclusion. Under subsection 2, the burden of proving failure 

33 to exercise ordinary care is on the person precluded. 
34 Sec. 54. NEW SECTION. 554.3407 ALTERATION. 

35 1. "Alteration" means (i) an unauthorized change in an 
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1 instrument that purports to modify in any respect the 
2 obligation of a party, or (ii) an unauthorized addition of 

3 words or numbers or other change to an incomplete instrument 

4 relating to the obligation of a party. 

5 2. Except as provided in subsection 3, an alteration 

6 fraudulently made discharges a party whose obligation is 

7 affected by the alteration unless that party assents or is 

8 precluded from asserting the alteration. No other alteration 

9 discharges a party, and the instrument may be enforced 

10 according to its original terms. 

11 3. A payor bank or drawee paying a fraudulently altered 

12 instrument or a person taking it for value, in good faith and 

13 without notice of the alteration, may enforce rights with 

14 respect to the instrument (i) according to its original terms, 

15 or (ii) in the case of an incomplete instrument altered by 

16 unauthorized completion, according to its terms 

17 Sec. 55. NEW SECTION. 554.3408 DRAWEE NOT 

18 UNACCEPTED DRAFT. 

as completed. 

LIABLE ON 

19 A check or other draft does not of itself operate as an 

20 assignment of funds in the hands of the drawee available for 

21 its payment, and the drawee is not liable on the instrument 

22 until the drawee accepts it. 

23 Sec. 56. NEW SECTION. 554.3409 ACCEPTANCE OF DRAFT --

24 CERTIFIED CHECK. 

25 1. "Acceptance• means the drawee's signed agreement to pay 

26 a draft as presented. It must be written on the draft and may 

27 consist of the drawee's signature alone. Acceptance may be 

28 made at any time and becomes effective when notification 

29 pursuant to instructions is given or the accepted draft is 

30 delivered for the purpose of giving rights on the acceptance 

31 to any person. 

32 2. A draft may be accepted although it has not been signed 

33 by the drawer, is otherwise incomplete, is overdue, or has 

34 been dishonored. 

35 3. If a draft is payable at a fixed period after sight and 
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1 the acceptor fails to date the acceptance, the holder may 

2 complete the acceptance by supplying a date in good faith. 

3 4. "Certified check" means a check accepted by the bank on 

4 which it is drawn. Acceptance may be made as stated in 

5 subsection 1 or by a writing on the check which indicates that 

6 the check is certified. The drawee of a check has no 
7 obligation to certify the check, and refusal to certify is not 

8 dishonor of the check. 
9 Sec. 57. NEW SECTION. 554,3410 ACCEPTANCE VARYING DRAFT. 

10 1. If the terms of a drawee's acceptance vary from the 

11 terms of the draft as presented, the holder may refuse the 

12 acceptance and treat the draft as dishonored. In that case, 

13 the drawee may cancel the acceptance. 

14 2. The terms of a draft are not varied by an acceptance to 

15 pay at a particular bank or place in the United States, unless 

16 the acceptance states that the draft is to be paid only at 

17 that bank or place. 

18 3. If the holder assents to an acceptance varying the 

19 terms of a draft, the obligation of each drawer and endorser 

20 that does not expressly assent to the acceptance is 

21 discharged. 

22 Sec. 58, NEW SECTION. 554.3411 REFUSAL TO PAY CASHIER'S 

23 CHECKS, TELLER'S CHECKS, AND CERTIFIED CHECKS. 

24 1. In this section, "obligated bank" means the acceptor of 

25 a certified check or the issuer of a cashier's check or 

26 teller's check bought from the issuer. 
27 2. If the obligated bank wrongfully (i) refuses to pay a 

28 cashier's check or certified check, (ii) stops payment of a 

29 teller's check, or (iii) refuses to pay a dishonored teller's 

30 check, the person asserting the right to enforce the check is 

31 entitled to compensation for expenses and loss of interest ,. 
32 resulting from the nonpayment and may recover consequential 

33 damages if the obligated bank refuses to pay after receiving 

34 notice of particular circumstances giving rise to the damages. 

35 3. Expenses or consequential damages under subsection 2 
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1 are not recoverable if the refusal of the obligated bank to 

2 pay occurs because (i) the bank suspends payments, (ii) the 

3 obligated bank asserts a claim or defense of the barik that it 

4 has reasonable grounds to believe is available against the 

5 person entitled to enforce the instrument, (iii) the obligated 

6 bank has a reasonable doubt whether the person demanding 

7 payment is the person entitled to enforce the instrument, or 

8 (iv) payment is prohibited by law. 

9 Sec. 59. NEW SECTION. 554.3412 OBLIGATION OF ISSUER OF 

10 NOTE OR CASHIER'S CHECK. 

11 The issuer of a note or cashier's check or other draft 

12 drawn on the drawer is obliged to pay the instrument (i) 

13 according to its terms at the time it was issued or, if not 

14 issued, at the time it first came into possession of a holder, 

15 or (ii) if the issuer signed an incomplete instrument, 

16 according to its terms when completed, to the extent stated in 

17 sections 554.3115 and 554.3407. The obligation is owed to a 

18 person entitled to enforce the instrument or to an endorser 

19 who paid the instrument under section 554.3415. 

20 Sec. 60. NEW SECTION. 554.3413 OBLIGATION OF ACCEPTOR. 

21 1. The acceptor of a draft is obliged to pay the draft (i) 

22 according to its terms at the time it was accepted, even 

23 though the acceptance states that the draft is payable "as 

24 originally drawn" or equivalent terms, (ii) if the acceptance 

25 varies the terms of the draft, according to the terms of the 

26 draft as varied, or (iii) if the acceptance is of a draft that 

27 is an incomplete instrument, according to its terms when 

28 completed, to the extent stated in sections 554.3115 and 

29 554.3407. The obligation is owed to a person entitled to 

30 enforce the draft or to the drawer or an endorser who paid the 

31 draft under section 554.3414 or 554.3415. 

32 2. If the certification of a check or other acceptance of 

33 a draft states the amount certified or accepted, the 

34 obligation of the acceptor is that amount. If (i) the 

35 certification or acceptance does not state an amount, (ii) the 
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1 amount of the instrument is subsequently raised, and (iii) the 

2 instrument is then negotiated to a holder in due course, the 
3 obligation of the acceptor is the amount of the instrument at 

4 the time it was taken by the holder in due course. 

5 Sec. 61. NEW SECTION. 554.3414 OBLIGATION OF DRAWER. 

6 1. This section does not apply to cashier's checks or 

7 other drafts drawn on the drawer. 

8 2. If an unaccepted draft is dishonored, the drawer is 
9 obliged to pay the draft (i) according to its terms at the 

10 time it was issued or, if not issued, at the time it first 

11 came into possession of a holder, or (ii) if the drawer signed 

12 an incomplete instrument, according to its terms when 

13 completed, to the extent stated in sections 554.3115 and 

14 554.3407. The obligation is owed to a person entitled to 

15 enforce the draft or to an endorser who paid the draft under 

16 section 554.3415. 

17 3. If a draft is accepted by a bank, the drawer is 
18 discharged, regardless of when or by whom acceptance was 
19 obtained. 

20 4. If a draft is accepted and the acceptor is not a bank, 

21 the obligation of the drawer to pay the draft if the draft is 

22 dishonored by the acceptor is the same as the obligation of an 

23 endorser under section 554.3415, subsections 1 and 3. 

24 5. If a draft states that it is drawn "without recourse" 

25 or otherwise disclaims liability of the drawer to pay the 

26 draft, the drawer is not liable under subsection 2 to pay the 

27 draft if the draft is not a check. A disclaimer of the 
28 liability stated in subsection 2 is not effective if the draft 
29 is a check. 

30 6. If (i) a check is not presented for payment or given to 

31 a depositary bank for collection within thirty days after its 

32 date, (ii) the drawee suspends payments after expiration of 

33 the thirty-day period without paying the check, and (iii) 

34 because of the suspension of payments, the drawer is deprived 

35 of funds maintained with the drawee to cover payment of the 
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1 check, the drawer to the extent deprived of funds may 

2 discharge its obligation to pay the check by assigning to the 
3 person entitled to enforce the check the rights of the drawer 
4 against the drawee with respect to the funds. 

5 Sec, 62. NEW SECTION. 554.3415 OBLIGATION OF ENDORSER. 

6 1. Subject to subsections 2, 3, and 4 and to section 

7 554.3419, subsection 4, if an instrument is dishonored, an -8 endorser is obliged to pay the amount due on the instrument 

9 (i) according to the terms of the instrument at the time it 

10 was endorsed, or (ii) if the endorser endorsed an incomplete 

11 instrument, according to its terms when completed, to the 

12 extent stated in sections 554.3115 and 554.3407. The 

13 obligation of the endorser is owed to a person entitled to 

14 enforce the instrument or to a subsequent endorser who paid 

15 the instrument under this section. 

16 2. If an endorsement states that it is made "without 

17 recourse" or otherwise disclaims liability of the endorser, 

18 the endorser is not liable under subsection 1 to pay the 

19 instrument. 

20 3. If notice of dishonor of an instrument is required by 
21 section 554.3503 and notice of dishonor complying with that 

22 section is not given to an endorser, the liability of the 

23 endorser under subsection 1 is discharged. 

24 4. If a draft is accepted by a bank after an endorsement 

25 is made, the liability of the endorser under subsection 1 is 

26 discharged. 

27 5. If an endorser of a check is liable under subsection 1 

28 and the check is not presented for payment, or given to a 

29 depositary bank for collection, within thirty days after the 
30 day the endorsement was made, the liability of the endorser 
31 under subsection 1 is discharged. 

32 Sec. 63. NEW SECTION, 554.3416 TRANSFER WARRANTIES. 

33 1. A person who transfers an instrument for consideration 

34 warrants to the transferee and, if the transfer is by 

35 endorsement, to any subsequent transferee that: 
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1 a. the warrantor is a person entitled to enforce the 

2 instrument; 
3 b. all signatures on the instrument are authentic and 

4 authorized; 

5 c. the instrument has not been altered; 

6 d. the instrument is not subject to a. defense or claim in 

7 recoupment of any party which can be asserted against the 

8 warrantor; and 

9 e. the warrantor has no knowledge of any insolvency 
10 proceeding commenced with respect to the maker or acceptor or, 

11 in the case of an unaccepted draft, the drawer. 
12 2. A person to whom the warranties under subsection 1 are 

13 made and who took the instrument in good faith may recover 

14 from the warrantor as damages for breach of warranty an amount 

15 equal to the loss suffered as a result of the breach, but not 

16 more than the amount of the instrument plus expenses and loss 

17 of interest incurred as a result of the breach. 

18 3. The warranties stated in subsection 1 cannot be 

19 disclaimed with respect to checks. Unless notice of a claim 

20 for breach of warranty is given to the warrantor within sixty 

21 days after the claimant has reason to know of the breach and 

22 the identity of the warrantor, the liability of the warrantor 

23 under subsection 2 is discharged to the extent of any loss 

24 caused by the delay in giving notice of the claim. 

25 4. A cause of action for breach of warranty under this 

26 section accrues when the claimant has reason to know of the 
27 breach. 

28 Sec. 64. NEW SECTION. 554.3417 PRESENTMENT WARRANTIES. 

29 1. If an unaccepted draft is presented to the drawee for 

30 payment or acceptance and the drawee pays or accepts the 

31 draft, (i) the person obtaining payment or acceptance, at the 

32 time of presentment, and (ii) a previous transferor of the 

33 draft, at the time of transfer, warrant to the drawee making 

34 payment or accepting the draft in good faith that: 

35 a. the warrantor is, or was, at the time the warrantor 
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l transferred the draft, a person entitled to enforce the draft 
2 or authorized to obtain payment or acceptance of the draft on 

3 behalf of a person entitled to enforce the draft; 
4 b. the draft has not been altered; and 
5 c. the warrantor has no knowledge that the signature of 
6 the drawer of the draft is unauthorized. 
7 2. A drawee making payment may recover from any warrantor 
8 damages for breach of warranty equal to the amount paid by the 

9 drawee less the amount the drawee received or is entitled to 
10 receive from the drawer because of the payment. In addition, 

ll the drawee is entitled to compensation 

12 of interest resulting from the breach. 

for expenses and loss 
The right of the 

13 drawee to recover damages under this subsection is not 
14 affected by any failure of the drawee to exercise ordinary 
15 care in making payment. If the drawee accepts the draft, 

16 breach of warranty is a defense to the obligation of the 

17 acceptor. If the acceptor makes payment with respect to the 

18 draft, the acceptor is entitled to recover from any warrantor 

19 for breach of warranty the amounts stated in this subsection. 

20 3. If a drawee asserts a claim for breach of warranty 

21 under subsection l based on an unauthorized endorsement of the 
22 draft or an alteration of the draft, the warrantor may defend 
23 by proving that the endorsement is effective under section 
24 554.3404 or 554.3405 or the drawer is precluded under section 
25 554.3406 or 554.4406 from asserting against the drawee the 
26 unauthorized endorsement or alteration. 
27 4. If (i) a dishonored draft is presented for payment to 

28 the drawer or an endorser or (ii) any other instrument is 
29 presented for payment to a party obliged to pay the 
30 instrument, and (iii) payment is received, the following rules 
31 apply: 

32 a. The person obtaining payment and a prior transferor of 
33 the instrument warrant to the person making payment in good 

34 faith that the warrantor is, or was, at the time the warrantor 
35 transferred the instrument, a person entitled to enforce the 
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1 instrument or authorized to obtain payment on behalf of a 

2 person entitled to enforce the instrument. 

3 b. The person making payment may recover from any 

4 warrantor for breach of warranty an amount equal to the amount 

5 paid plus expenses and loss of interest resulting from the 

6 breach. 

7 5. The warranties stated in subsections 1 and 4 cannot be 

8 disclaimed with respect to checks. Unless notice of a claim 

9 for breach of warranty is given to the warrantor within sixty 

10 days after the claimant has reason to know of the breach and 

11 the identity of the warrantor, the liability of the warrantor 

12 under subsection 2 or 4 is discharged to the extent of any 

13 loss caused by the delay in giving notice of the claim. 

14 6. A cause of action for breach of warranty under this 

15 section accrues when the claimant has reason to know of the 

16 breach. 

17 Sec. 65. NEW SECTION. 554.3418 PAYMENT OR ACCEPTANCE BY 
18 MISTAKE. 

19 1. Except as provided in subsection 3, if the drawee of a 

20 draft pays or accepts the draft and the drawee acted on the 

21 mistaken belief that (i) payment of the draft had not been 

22 stopped pursuant to section 554.4403 or (ii) the signature of 

23 the drawer of the draft was authorized, the drawee may recover 

24 the amount of the draft from the person to whom or for whose 

25 benefit payment was made or, in the case of acceptance, may 

26 revoke the acceptance. Rights of the drawee under this 

27 subsection are not affected by failure of the drawee to 

28 exercise ordinary care in paying or accepting the draft. 

29 2. Except as provided in subsection 3, if an instrument 

30 has been paid or accepted by mistake and the case is not 

31 covered by subsection l, the person paying or accepting may, 

32 to the extent permitted by the law governing mistake and 

33 restitution, (i) recover the payment from the person to whom 

34 or for whose benefit payment was made or (ii) in the case of 

35 acceptance, may revoke the acceptance. 
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1 3. The remedies provided by subsection 1 or 2 may not be 

2 asserted against a person who took the instrument in good 
3 faith and for value or who in good faith changed position in 

4 reliance on the payment or acceptance. This subsection does 
5 not limit remedies provided by section 554.3417 or 554.4407. 

6 4. Notwithstanding section 554.4215, if an instrument is 
7 paid or accepted by mistake and the payor or acceptor recovers 
8 payment or revokes acceptance under subsection 1 or 2, the 
9 instrument is deemed not to have been paid or accepted and is 

10 treated as dishonored, and the person from whom payment is 

ll recovered has rights as a person entitled to enforce the 
12 dishonored instrument. 

13 Sec. 66. NEW SECTION. 554.3419 INSTRUMENTS SIGNED FOR 

14 ACCOMMODATION. 

15 l. If an instrument is issued for value given for the 
16 benefit of a party to the instrument ("accommodated party") 

17 and another party to the instrument ("accommodation party") 
18 signs the instrument for the purpose of incurring liability on 
19 the instrument without being a direct beneficiary of the value 

20 given for the instrument, the instrument is signed by the 

21 accommodation party "for accommodation." 
22 2. An accommodation party may sign the instrument as 
23 maker, drawer, acceptor, or endorser and, subject to 
24 subsection 4, is obliged to pay the instrument in the capacity 
25 in which the accommodation party signs. The obligation of an 
26 accommodation party may be enforced notwithstanding any 
27 statute of frauds and whether or not the accommodation party 
28 receives consideration for the accommodation. 
29 3. A person signing an instrument is presumed to be an 
30 accommodation party and there is notice that the instrument is 
31 signed for accommodation if the signature is an anomalous 
32 endorsement or is accompanied by words indicating that the 

33 signer is acting as surety or guarantor with respect to the 
34 obligation of another party to the instrument. Except as 
35 provided in section 554.3605, the obligation of an 
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1 accommodation party to pay the instrument is not affected by 

2 the fact that the person enforcing the obligation had notice 

3 when the instrument was taken by that person that the 

4 accommodation party signed the instrument for accommodation. 

5 4. If the signature of a party to an instrument is 

6 accompanied by words indicating unambiguously that the party 

7 is guaranteeing collection rather than payment of the 

8 obligation of another party to the instrument, the signer is 

9 obliged to pay the amount due on the instrument to a person 

10 entitled to enforce the instrument only if (i) execution of 

11 judgment against the other party has been returned 

12 unsatisfied, (ii) the other party is insolvent or in an 

13 insolvency proceeding, (iii) the other party cannot be served 

14 with process, or (iv) it is otherwise apparent that payment 

15 cannot be obtained from the other party. 

16 5. An accommodation party who pays the instrument is 

17 entitled to reimbursement from the accommodated party and is 

18 entitled to enforce the instrument against the accommodated 

19 party. An accommodated party who pays the instrument has no 

20 right of recourse against, and is not entitled to contribution 

21 from, an accommodation party. 

22 Sec. 67. NEW SECTION. 554.3420 CONVERSION OF INSTRUMENT. 

23 1. The law applicable to conversion of personal property 

24 applies to instruments. An instrument is also converted if it 

25 is taken by transfer, other than a negotiation, from a person 

26 not entitled to enforce the instrument or a bank makes or 

27 obtains payment with respect to the instrument for a person 

28 not entitled to enforce the instrument or receive payment. An 

29 action for conversion of an instrument may not be brought by 

30 (i) the issuer or acceptor of the instrument or (ii) a payee 

31 or endorsee who did not receive delivery of the instrument 

32 either directly or through delivery to an agent or a co-payee. 

33 2. In an action under subsection 1, the measure of 

34 liability is presumed to be the amount payable on the 

35 instrument, but recovery may not exceed the amount of the 
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1 plaintiff's interest in the instrument. 
2 3. A representative, other than a depositary bank, who has 

3 in good faith dealt with an instrument or its proceeds on 

4 behalf of one who was not the person entitled to enforce the 
5 instrument is not liable in conversion to that person beyond 
6 the amount of any proceeds that it has not paid out. 
7 PART 5 

8 DISHONOR 

9 Sec. 68. NEW SECTION. 554.3501 PRESENTMENT. 

10 l. "Presentment" means a demand made by or on behalf of a 

11 person entitled to enforce an instrument (i) to pay the 

12 instrument made to the drawee or a party obliged to pay the 

13 instrument or, in the case of a note or accepted draft payable 
14 at a bank, to the bank, or (ii) to accept a draft made to the 

15 drawee. 
16 2. The following rules are subject to Article 4, agreement 
17 of the parties, and clearing-house rules and the like: 
18 a. Presentment may be made at the place of payment of the 
19 instrument and must be made at the place of payment if the 

20 instrument is payable at a bank in the United States; may be 
21 made by any commercially reasonable means, including an oral, 

22 written, or electronic communication; is effective when the 

23 demand for payment or acceptance is received by the person to 

24 whom presentment is made; and is effective if made to any one 
25 of two or more makers, acceptors, drawees, or other payors. 
26 b. Upon demand of the person to whom presentment is made, 
27 the person making presentment must (i) exhibit the instrument, 
28 (ii) give reasonable identification and, if presentment is 
29 made on behalf of another person, reasonable evidence of 

30 authority to do so, and (iii) sign a receipt on the instrument 
31 for any payment made or surrender the instrument if full 
32 payment is made. 
33 c. Without dishonoring the instrument, the party to whom 

34 presentment is made may (i) return the instrument for lack of 
35 a necessary endorsement, or (ii) refuse payment or acceptance 
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1 for failure of the presentment to comply with the terms of the 

2 instrument, an agreement of the parties, or other applicable 

3 law or rule. 
4 d. The party to whom presentment is made may treat 

5 presentment as occurring on the next business day after the 
6 day of presentment if the party to whom presentment is made 
7 has established a cut-off hour not earlier than two p.m. for 
8 the receipt and processing of instruments presented for 
9 payment or acceptance and presentment is made after the cut-

10 off hour. 

11 Sec. 69. NEW SECTION. 554.3502 DISHONOR. 

12 l. Dishonor of a note is governed by the following rules: 

13 a. If the note is payable on demand, the note is 

14 dishonored if presentment is duly made to the maker and the 

15 note is not paid on the day of presentment. 
16 b. If the note is not payable on demand and is payable at 

17 or through a bank or the terms of the note require 
18 presentment, the note is dishonored if presentment is duly 

19 made and the note is not paid on the day it becomes payable or 

20 the day of presentment, whichever is later. 

21 c. If the note is not payable on demand and 
22 does not apply, the note is dishonored 

23 the day it becomes payable. 
if it is 

paragraph "b" 

not paid on 

24 2. Dishonor of an unaccepted draft other than a 
25 documentary draft is governed by the following rules: 
26 a. If a check is duly presented for payment to the payor 
27 bank otherwise than for immediate payment over the counter, 
28 the check is dishonored if the payor bank makes timely return 

29 of the check or sends timely notice of dishonor or nonpayment 
30 under section 554.4301 or 554.4302, or becomes accountable for 
31 the amount of the check under section 554.4302. 

32 b. If a draft is payable on demand and paragraph a does 

33 not apply, the draft is dishonored if presentment for payment 
34 is duly made to the drawee and the draft is not paid on the 
35 day of presentment. 
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1 c. If a draft is payable on a date stated in the draft, 
2 the draft is dishonored if (i) presentment for payment is duly 
3 made to the drawee and payment is not made on the day the 
4 draft becomes payable or the day of presentment, whichever is 

5 later, or (ii) presentment for acceptance is duly made before 

6 the day the draft becomes payable and the draft is not 

7 accepted on the day of presentment. 
8 d. If a draft is payable on elapse of a period of time 
9 after sight or acceptance, the draft is dishonored if 

10 presentment for acceptance is duly made and the draft is not 

11 accepted on the day of presentment. 
12 3. Dishonor of an unaccepted documentary draft occurs 
13 according to the rules stated in subsection 2, paragraphs "b", 

14 "c", and "d", except that payment or acceptance may be delayed 

15 without dishonor until no later than the close of the third 
16 business day of the drawee following the day on which payment 

17 or acceptance is required by those paragraphs. 
18 4. Dishonor of an accepted draft is governed by the 
19 following rules: 
20 a. If the draft is payable on demand, the draft is 

21 dishonored if presentment for payment is duly made to the 
22 acceptor and the draft is not paid on the day of presentment. 

23 b. If the draft is not payable on demand, the draft is 

24 dishonored if presentment for payment is duly made to the 
25 acceptor and payment is not made on the day it becomes payable 
26 or the day of presentment, whichever is later. 

27 5. In any case in which presentment is otherwise required 
28 for dishonor under this section and presentment is excused 
29 under section 554.3504, dishonor occurs without presentment if 
30 the instrument is not duly accepted or paid. 
31 6. If a draft is dishonored because timely acceptance of 
32 the draft was not made and the person entitled to demand 

33 acceptance consents to a late acceptance, from the time of 

34 acceptance the draft is treated as never having been 
35 dishonored. 
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1 Sec. 70. NEW SECTION. 554.3503 NOTICE OF DISHONOR. 

2 1. The obligation of an endorser stated in section 

3 554.3415, subsection 1 and the obligation of a drawer stated 

4 in section 554.3414, subsection 4, may not be enforced unless 

5 (i) the endorser or drawer is given notice of dishonor of the 

6 instrument complying with this section or (ii) notice of 
7 dishonor is excused under section 554.3504, subsection 2. 
8 2. Notice of dishonor may be given by any person; may be 
9 given by any commercially reasonable means, including an oral, 

10 written, or electronic communication; and is sufficient if it 
11 reasonably identifies the instrument and indicates that the 

12 instrument has been dishonored or has not been paid or 

13 accepted. Return of an instrument given to a bank for 

14 collection is sufficient notice of dishonor. 
15 3. Subject to section 554.3504, subsection 3, with respect 

16 to an instrument taken for collection by a collecting bank, 

17 notice of dishonor must be given (i) by the bank before 
18 midnight of the next banking day following the banking day on 
19 which the bank receives notice of dishonor of the instrument, 
20 or (ii) by any other person within thirty days following the 
21 day on which the person receives notice of dishonor. With 

22 respect to any other instrument, notice of dishonor must be 
23 given within thirty days following the day on which dishonor 
24 occurs. 

25 Sec. 71. NEW SECTION. 554.3504 EXCUSED PRESENTMENT AND 

26 NOTICE OF DISHONOR. 

27 1. Presentment for payment or acceptance of an instrument 
28 is excused if (i) the person entitled to present the 
29 instrument cannot with reasonable diligence make presentment, 
30 (ii) the maker or acceptor has repudiated an obligation to pay 
31 the instrument or is dead or in insolvency proceedings, (iii) 

32 by the terms of the instrument presentment is not necessary to 

33 enforce the obligation of endorsers or the drawer, (iv) the 
34 drawer or endorser whose obligation is being enforced has 
35 waived presentment or otherwise has no reason to expect or 
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1 right to require that the instrument be paid or accepted, or 
2 (v) the drawer instructed the drawee not to pay or accept the 
3 draft or the drawee was not obligated to the drawer to pay the 
4 draft. 

5 2. Notice of dishonor is excused if (i) by the terms of 
6 the instrument notice of dishonor is not necessary to enforce 
7 the obligation of a party to pay the instrument, or (ii) the 

8 party whose obligation is being enforced waived notice of 

9 dishonor. A waiver of presentment is also a waiver of notice 
10 of dishonor. 
11 3. Delay in giving notice of dishonor is excused if the 

12 delay was caused by circumstances beyond the control of the 
13 person giving the notice and the person giving the notice 

14 exercised reasonable diligence after the cause of the delay 
15 ceased to operate. 

16 Sec. 72. NEW SECTION. 554.3505 EVIDENCE OF DIS.HONOR. 

17 1. The following are admissible as evidence and create a 
18 presumption of dishonor and of any notice of dishonor stated: 
19 a. 

20 which 

21 b. 

a document regular in form as provided in subsection 2 

purports to be a protest; 
a purported stamp or writing of the drawee, payor bank, 

22 or presenting bank on or accompanying the instrument stating 
23 that acceptance or payment has been refused unless reasons for 

24 the refusal are stated and the reasons are not consistent with 
25 dishonor; 
26 c. a book or record of the drawee, payor bank, or 
27 collecting bank, kept in the usual course of bu.siness which 

28 shows dishonor, even if there is no evidence of who made the 
29 entry. 
30 2. A protest is a certificate of dishonor made by a United 
31 States consul or vice consul, or a notary public or other 
32 person authorized to administer oaths by the law of the place 
33 where dishonor occurs. It may be made upon information 
34 satisfactory to that person. The protest must identify the 

35 instrument and certify either that presentment has been made 
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1 or, if not made, the reason why it was not made, and that the 
2 instrument has been dishonored by nonacceptance or nonpayment. 

3 The protest may also certify that notice of dishonor has been 

4 given to some or all parties. 

5 PART 6 

6 DISCHARGE AND PAYMENT 

7 Sec. 73. NEW SECTION, 554.3601 DISCHARGE AND EFFECT OF 

8 DISCHARGE. 

9 1. The obligation of a party to pay the instrument is 

10 discharged as stated in this Article or by an act or agreement 

11 with the party which would discharge an obligation to pay 

12 money under a simple contract. 

13 2. Discharge of the obligation of a party is not effective 

14 against a person acquiring rights of a holder in due course of 

15 the instrument without notice of the discharge. 

16 Sec. 74. NEW SECTION. 554.3602 PAYMENT. 

17 1. Subject to subsection 2, an instrument is paid to the 

18 extent payment is made (i) by or on behalf of a party obliged 

19 to pay the instrument, and (ii) to a person entitled to 
20 enforce the instrument. To the extent of the payment, the 

21 obligation of the party obliged to pay the instrument is 

22 discharged even though payment is made with knowledge of a 

23 claim to the instrument under section 554.3306 by another 
24 person. 

25 2. The obligation of a party to pay the instrument is not 

26 discharged under subsection 1 if: 

27 a. a claim to the instrument under section 554.3306 is 
28 enforceable against the party receiving payment and (i) 

29 payment is made with knowledge by the payor that payment is 

30 prohibited by injunction or similar process of a court of 

31 competent jurisdiction, or (ii) in the case of an instrument 

32 other than a cashier's check, teller's check, or certified 
33 check, the party making payment accepted, from the person 

34 having a claim to the instrument, indemnity against loss 

35 resulting from refusal to pay the person entitled to enforce 
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1 the instrument; or 

2 b. the person making payment knows that the instrument is 

3 a stolen instrument and pays a person it knows is in wrongful 

4 possession of the instrument. 

5 Sec. 75. NEW SECTION. 554.3603 TENDER OF PAYMENT. 

6 1. If tender of payment of an obligation to pay an 

7 instrument is made to a person entitled to enforce the 

8 instrument, the effect of tender is governed by principles of 

9 law applicable to tender of payment under a simple contract. 

10 2. If tender of payment of an obligation to pay an 

11 instrument is made to a person entitled to enforce the 

12 instrument and the tender is refused, there is discharge, to 

13 the extent of the amount of the tender, of the obligation of 

14 an endorser or accommodation party having a right of recourse 

15 with respect to the obligation to which the tender relates. 

16 3. If tender of payment of an amount due on an instrument 

17 is made to a person entitled to enforce the instrument, the 

18 obligation of the obligor to pay interest after the due date 

19 on the amount tendered is discharged. If presentment is 

20 required with respect to an instrument and the obligor is able 

21 and ready to pay on the due date at every place of payment 

22 stated in the instrument, the obligor is deemed to have made 

23 tender of payment on the due date to the person entitled to 

24 enforce the instrument. 

25 Sec. 76. NEW SECTION. 554.3604 DISCHARGE BY CANCELLATION 

26 OR RENUNCIATION. 

27 1. A person entitled to enforce an instrument, with or 

28 without consideration, may discharge the obligation of a party 

29 to pay the instrument (i) by an intentional voluntary act, 

30 such as surrender of the instrument to the party, destruction, 

31 mutilation, or cancellation of the instrument, cancellation or 

32 striking out of the party's signature, or the addition of 

33 words to the instrument indicating discharge, or (ii) by 

34 agreeing not to sue or otherwise renouncing rights against the 

35 party by a signed writing. 
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1 2. Cancellation or striking out of an endorsement pursuant 
2 to subsection 1 does not affect the status and rights of a 

3 party derived from the endorsement. 
4 Sec. 77. NEW SECTION. 554.3605 DISCHARGE OF ENDORSERS 

5 AND ACCOMMODATION PARTIES. 

6 1. In this section, the term "endorser" includes a drawer 

7 having the obligation described in section 554.3414, 

8 subsection 4. 
9 2. Discharge, under section 554.3604, of the obligation of 

10 a party to pay an instrument does not discharge the obligation 

11 of an endorser or accommodation party having a right of 

12 recourse against the discharged party. 

13 3. If a person entitled to enforce an instrument agrees, 

14 with or without consideration, to an extension of the due date 

15 of the obligation of a party to pay the instrument, the 

16 extension discharges an endorser or accommodation party having 

17 a right of recourse against the party whose obligation is 

18 extended to the extent the endorser or accommodation party 

19 proves that the extension caused loss to the'endorser or 

20 accommodation party with respect to the right of recourse. 
21 4. If a person entitled to enforce an instrument agrees, 

22 with or without consideration, to a material modification of 

23 the obligation of a party other than an extension of the due 

24 date, the modification discharges the obligation of an 

25 endorser or accommodation party having a right of recourse 

26 against the person whose obligation is modified to the extent 

27 the modification causes loss to the endorser or accommodation 

28 party with respect to the right of recourse. The loss 

29 suffered by the endorser or accommodation party as a result of 
30 the modification is equal to the amount of the right of 
31 recourse unless the person enforcing the instrument proves 

32 that no loss was caused by the modification or that the loss 

33 caused by the modification was an amount less than the amount 
34 of the right of recourse. 

35 5. If the obligation of a party to pay an instrument is 
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l secured by an interest in collateral and a person entitled to 

2 enforce the instrument impairs the value of the interest in 

3 collateral, the obligation of an endorser or accommodation 

4 party having a right of recourse against the obligor is 

5 discharged to the extent of the impairment. The value of an 
6 interest in collateral is impaired to the extent (i) the value 

7 of the interest is reduced to an amount less than the amount 

8 of the right of recourse of the party asserting discharge, or 

9 (ii) the reduction in value of the interest causes an increase 

10 in the amount by which the amount of the right of recourse 

ll exceeds the value of the interest. The burden of proving 

12 impairment is on the party asserting discharge. 

13 6. If the obligation of a party is secured by an interest 

14 in collateral not provided by an accommodation party and a 

15 person entitled to enforce the instrument impairs the value of 

16 the interest in collateral, the obligation of any party who is 

17 jointly and severally liable with respect to the secured 

18 obligation is discharged to the extent the impairment causes 

19 the party asserting discharge to pay more than that party 

20 would have been obliged to pay, taking into account rights of 

21 contribution, if impairment had not occurred. If the party 

22 asserting discharge is an accommodation party not entitled to 
23 discharge under subsection 5, the party is deemed to have a 

24 right to contribution based on joint and several liability 
25 rather than a right to reimbursement. The burden of proving 

impairment is on the party asserting discharge. 26 

27 7. Under subsection 5 or 6, impairing value 

28 in collateral includes (i) failure to obtain or 

of an interest 

maintain 

29 perfection or recordation of the interest in collateral, (ii) 

30 release of collateral without substitution of collateral of 

31 equal value, (iii) failure to perform a duty to preserve the 

32 value of collateral owed, under Article 9 or other law, to a 
33 debtor or surety or other person secondarily liable, or (iv) 

34 failure to comply with applicable law in disposing of 
35 collateral. 
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l 8. An accommodation party is not discharged under 
2 subsection 3, 4, or 5 unless the person entitled to enforce 
3 the instrument knows of the accommodation or has notice under 

4 section 554.3419, subsection 3, that the instrument was signed 
5 for accommodation. 

6 9. A party is not discharged under this section if (i) the 

7 party asserting discharge consents to the event or conduct 

8 that is the basis of the discharge, or (ii) the instrument or 

9 a separate agreement of the party provides for waiver of 

10 discharge under this section either specifically or by general 

11 language indicating that parties waive defenses based on 

12 suretyship or impairment of collateral. 

13 Sec. 78. Section 554.4101, Code 1993, is amended to read 
14 as follows: 

15 554.4101 SHORT TITLE. 

16 This Article sha~~-be-k"ew"-and may be cited as Uniform 

17 Commercial Code -- Bank Deposits and Collections. 

18 Sec. 79. Section 554.4102, Code 1993, is amended to read 
19 as follows: 

20 554.4102 APPLICABILITY. 

21 1. To the extent that items within this Article are also 

22 within ~he-seo~e-ef Articles 3 and 8, they are subject to the 

23 provisions of those Articles. T"-~he-eve"~-ef If there is 

24 conflictL ~he-~rov~s~ons-ef this Article 9over"-~hose-ef 

25 governs Article 3L but ~he-prev~s~ons-ef Article 8 9overn 
26 those-of governs this Article. 

27 2. The liability of a bank for action or nonaction with 

28 respect to a"y an item handled by it for purposes of 

29 presentment, payment, or collection is governed by the law of 

30 the place where the bank is located. In the case of action or 
31 nonaction by or at a branch or separate office of a bank, its 
32 liability is governed by the law of the place where the branch 
33 or separate office is located. 

34 Sec. 80. Section 554.4103, Code 1993, is amended to read 
35 as follows: 
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1 554.4103 VARIATION BY AGREEMENT -- MEASURE OF DAMAGES --

2 eER~AfN ACTION CONSTITUTING ORDINARY CARE. 

3 1. The effect of the provisions of this Article may be 

4 varied by agreement exeept-thet-"o-e~reement-ean, but the 

5 parties to the agreement cannot disclaim a bank's 

6 responsibility for its own lack of good faith or failure to 

7 exercise ordinary care or een limit the measure of damages for 

8 s~eh the lack or failure7-b~t. However, the parties may 

9 determine by agreement determ±ne the standards by which s~eh 

10 the bank's responsibility is to be measured if s~eh those 

11 standards are not manifestly unreasonable. 

12 2. Federal Reserve regulations and operating letters 

13 circulars, clearing house rules, and the like, have the effect 

14 of agreements under subsection l, whether or not specifically 

15 assented to by all parties interested in items handled. 

16 3. Action or nonaction approved by this Article or 

17 pursuant to Federal Reserve regulations or operating %etters 

18 eonst±tates circulars is the exercise of ordinary care and, in 

19 the absence of special instructions, action or nonaction 

20 consistent with clearing house rules and the like or with a 

21 general banking usage not disapproved by this Article, is 

22 prima facie eonst±ttttee the exercise of ordinary care. 

23 4. The specification or approval of certain procedures by 

24 this Article deee-net-eenst±t~te is not disapproval of other 
25 procedures wh±eh that may be reasonable under the 

26 circumstances. 
27 5. The measure of damages for failure to exercise ordinary 

28 care in handling an item is the amount of the item reduced by 

29 an amount whieh that could not have been realized by the ~se 

30 exercise of ordinary care7 -end-where. If there is also bad 

31 faith it includes any other damages,-±£-any,-s~££ered-by the 

32 party suffered as a proximate consequence. 

33 Sec. 81. Section 554.4104, Code 1993, is amended to read 
3 4 as follows: 

35 554.4104 DEFINITIONS AND INDEX OF DEFINITIONS. 
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1 1. In this Article~ unless the context otherwise requires: 

2 a. "Account" means any deposit or credit account with a 
3 bank and-~neiades, including a eheek~ng,-t±me,-~nterest-er 

4 savings-aeeeant demand, time, savings, passbook, share draft, 

5 or like account, other than an account evidenced by a 

6 certificate of deposit; 
7 b. "Afternoon" means the period of a day between noon and 

8 midnight; 
9 c. 

10 a bank 

"Banking day" means that the part of any ~ day on which 
is open to the public for carrying on substantially all 

11 of its banking functions but for the purposes of determining a 

12 bank's midnight deadline, shall not include Saturday, Sunday, 

13 or any holiday when the federal reserve banks are not 

14 performing check clearing functions; 
15 d. 

16 other 

"Clearing house" means any an association of banks or 

payers regularly clearing items; 

17 e. "Customer" means any~ person having an account with a 
18 bank or for whom a bank has agreed to collect items and 

19 ±neiades, including a bank eerry±ng that maintains an account 

20 with at another bank; 
21 f. "Documentary draft" means any-negetiabie-er 

22 nenneget~abie-draft-w~th-aceem~anying-deeaments,-seear~t±es-er 
23 ether-~tt~ers-te-be-deiivered-tt9ttinst-henor-er-the-draft a 
24 draft to be presented for acceptance or payment if specified 
25 documents, certificated securities (section 554.8102) or 
26 instructions for uncertificated securities (section 554.8308) 
27 or other cert1t1cates, statements, or the l1ke are to be 

28~ceived by the drawee or other payor before acceptance or 
29 payment of the draft; 

30 g. ''Draft" means a draft as defined in section 554.3104 or 
31 an item, other than an instrument, that is an order; 
32 h. "Drawee" means a person ordered in a d·raft to make 
33 payment; 

34 i. "Item" means any-instrament-rer-the-~ayment-of-meney 
35 even-thoagh-~t-is-not-negetiabie-bat-does-net-ineiade-money an 
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1 instrument or a promise or order to pay money handled by a 

2 bank for collection or payment. The term does not include a 
3 payment order governed by Article 12 or a credit or debit card 

4 slip; 

5 h j. "Midnight deadline" with respect to a bank is 
6 

7 

8 

midnight 

which it 

the time 

on its next banking day following the banking day on 

receives the relevant item or notice or from which 

for taking action commences to run, whichever is 
9 later; 

10 ~.--uP~o~e~±y-~ayah±eu-~fte±~oe~-ehe-ava~lah~liey-of-f~ftO~ 

11 fo~-~aymeft~-a~-~he-~ime-of-oeei~ion-eo-pay-or-d~~hofto~~ 

12 j ~· ''Settle'' means to pay in cash, by clearing house 

13 settlement, in a charge or credit or by remittance, or 

14 otherwise as ift~e~~eeeo agreed. A settlement may be either 

15 provisional or final; 

16 ~ 1. "Suspends payments" with respect to a bank means that 

17 it has been closed by order of the supervisory authorities, 

18 that a public officer has been appointed to take it overL or 

19 that it ceases or refuses to make payments in the ordinary 

20 course of business. 

21 2. Other definitions applying to this Article and the 

22 sections in which they appear are: 

23 "Agreement for electronic presentment". 

24 Bank". 

25 11 collect~ng bank". 

26 "Depositary bank". 

27 "Intermediary bank''. 

28 "Payor bank". 

Section 554.4110. 

Section 554.4105. 

Section 554.4105. 

Section 554.4105. 

Section 554.4105. 

Section 554.4105. 

29 "Presenting bank''. Section 554.4105. 

30 uRem~ee~ftg-haft~u,-----------------------------Seee±oft-554.4±95. 

31 "Presentment notice''. Section 554.4110. 

32 3. The following definitions in other Articles apply to 
33 this Article: 

34 "Acceptance". 

35 
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1 "Alteration". 

2 "Cashiers check". 

Section 554.3407. 

Section 554.3104. 

3 "Certificate of deposit''. Section 554.3104. 

4 nee~t±fieat±onn7------------------------------Seet±on-554734~~. 

5 "Certified check". 

6 11 Check 11 • 

7 "Draft". 

8 "Good faith". 

9 "Holder in due course". 

10 "Instrument". 

11 "Notice of dishonor". 

12 

13 "Order". 

14 "Ordinary care". 

15 "Person entitle to enforce". 

16 "Presentment". 

Section 554.3409. 

sect~on 554.3iof: 
Section 554.3104. 

Section 554.3103. 

Section 554.3302. 

Section 554.3104. 

section 554•3568 

554.3503. 

Section 554.3103. 

Section 554.3103. 

Section 554.3301. 

Section 554•3564 

17 554.3501. 

18 np~otestn7------------------------------------seetion-554.3569• 

19 nseeondary-~a~tyn7----------------------------Seetion-554•3i6~. 

20 "Promise". Section 554.3103. 

21 "Prove". 

22 "Teller's check". 

23 "Unauthorized signature". 

Section 554.3103. 

Section 554.3104. 

Section 554.3403. 

24 4. In addition Article 1 contains general 

25 principles of construction and interpretation 
26 throughout this Article. 

definitions 

applicable 

and 

27 Sec. 82. Section 554.4105, Code 1993, is amended to read 

28 as follows: 

29 554.4105 "BANK" -- "DEPOSITARY BANK" -- "INTERMEDIARY 

30 BANK" -- "COLLECTING BANK" -- "PAYOR BANK" -- "PRESENTING 

31 BANK11----UREM%'f'ftHS-BANK". 

32 In this Article ttntess-the-eontext-otherwise-reqtt±res: 

33 1. "Bank" means a person engaged in the business of 

34 banking, including a savings bank, savings and loan 

35 association, credit union, or trust company; 
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1 e 2. "Depositary bank" means the first bank to wl-!±el-1 take 

2 an item is t~eft~~e~~ed-~e~-eeiieet±en even though it is also 

3 the payor bank, unless the item is presented for immediate 

4 payment over the counter; 

5 b 3. "Payor bank" means a bank by-wl-!iel-1-eft-±tem-±~-l'ayabie 

6 as-d~awn-e~-aeeepted that is the drawee of the draft; 

7 e 4. "Intermediary bank" means any a bank to which an item 

8 is transferred in course of collection except the depositary 

9 or payor bank; 
10 d 5. "Collecting bank" means any a bank handling the an 

11 item for collection except the payor bank; 
12 e 6. "Presenting bank" means any a bank presenting an item 

13 except a payor bank; 

14 f,--uRem±tt±ng-banku-mean~-any-Jl'aye~-e~-inte~media~y-bank 

15 ~emitting-fe~-an-item. 

16 Sec. 83. Section 554.4106, Code 1993, is amended to read 

17 as follows: 

18 554.4106 SEPARATE OFFICE OF A BANK. 

19 A branch or separate office of a bank is a separate bank 
20 for the purpose of computing the time within which and 

21 determining the place at or to which action may be taken or 

22 notices or orders ~haii must be given under this Article and 

23 under Article 3. 

24 Sec. 84. Section 554.4107, Code 1993, is amended to read 

25 as follows: 
26 554.4107 TIME OF RECEIPT OF ITEMS. 

27 1. For the purpose of allowing time to process items, 

28 prove balances~ and make the necessary entries on its books to 
29 determine its position for the day, a bank may fix an 

30 afternoon hour of two P.M. or later as a cutoff hour for the 

31 handling of money and items and the making of entries on its 

32 books. 

33 2. Any An item or deposit of money received on any day 

34 after a cutoff hour so fixed or after the close of the banking 

35 day may be treated as being received at the opening of the 
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1 next banking day. 
2 Sec. 85. Section 554.4108, Code 1993, is amended to read 

3 as follows: 

4 554.4108 DELAYS. 

5 1. Unless otherwise instructed, a collecting bank in a 

6 good faith effort to secure payment may,-~"-ehe-ease of ~ 

7 specific ieem~ item drawn on a payor other than a bank, and 

8 with or without the approval of any person involved, may 
9 waive, modifyL or extend time limits imposed or permitted by 

10 this chapter for a period not %n-exeess-e~-an exceeding two 

11 additional banking day days without discharge of ~eeenda~y 

12 pa~eie~-and-wiehe~e drawers or endorsers or liability to its 

13 transferor or a"y ~ prior party. 

14 2. Delay by a collecting bank or payor bank beyond time 

15 limits prescribed or permitted by this chapter or by 

16 instructions is excused if (i) the delay is caused by 

17 interruption of communication facilities, suspension of 

18 payments by another bank, war, emergency conditions, failure 

19 of equipment, or other circumstances beyond the control of the 

20 bank p~ev%ded-%e and (ii) the bank exercises such diligence as 

21 the circumstances require. 

22 Sec. 86. NEW SECTION. 554.4110 ELECTRONIC PRESENTMENT. 

23 1. "Agreement for electronic presentment" means an 

24 agreement, clearing-house rule, or federal reserve regulation 

25 or operating circular, providing that presentment of an item 

26 may be made by transmission of an image of an item or 
27 information describing the item ("presentment notice") rather 
28 than delivery of the item itself. The agreement may provide 

29 for procedures governing retention, presentment, payment, 

30 dishonor, and other matters concerning items subject to the 
31 agreement. 

32 2. Presentment of an item pursuant to an·agreement for 

33 presentment is made when the presentment notice is received. 

34 3. If presentment is made by presentment notice, a 
35 reference to "item" or ''check'' in the Article means the 
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1 presentment notice unless the context otherwise indicates. 

2 Sec. 87. NEW SECTION. 554.4111 PAYABLE THROUGH OR 

3 PAYABLE AT BANK -- COLLECTING BANK. 

4 1. If an item states that it is ''payable through" a bank 

5 identified in the item, (i) the item designates the bank as a 

6 collecting bank and does not by itself authorize the bank to 

7 pay the time, and (ii) the item may be presented for payment 

8 only by or through the bank. 

9 2. If an item states that it is "payable at" a bank 

10 identified in the item, (i) the item designates the bank as a 

11 collecting bank and does not by itself authorize the bank to 

12 pay the item, and (ii) the item may be presented for payment 
·--=rr~,. 

13 onl:!: b:!: or throu~h the bank. 

14 3. If a draft names a nonbank drawee and it is unclear 

15 whether a bank named in the draft is a co-drawee or a 

16 collecting ban~..:.., the b~n .. ~ is a_ collecting bank. 

*17 Sec. 88. Section 554.4201, Code 1993, is amended to read 

18 as follows: 

19 554.4201 PRES9MP~~9N-ANB-B9RA~~9N-9P-A6ENe¥ STATUS OF 

20 COLLECTING BANMS AS AGENT AND PROVISIONAL STATUS OF CREDITS 

21 APPLICABILITY OF ARTICLE-- ITEM ENDORSED "PAY ANY BANK". 

22 1. Unless a contrary intent clearly appears and pr±or-~o 

23 before the time that a settlement given by a collecting bank 

24 for an item is or becomes final~ t~Hb~ee~±on-3-of-~ee~ion 

25 554•4~++-and-~eet±on~-554•4~+~-and-554,4~+3t the bank, with 

26 respect to the item, is an agent or subagent of the owner of 

27 the item and any settlement given for the item is provisional. 

28 This provision applies regardless of the form of endorsement 

29 or lack of endorsement and even though credit given for the 

30 item is subject to immediate withdrawal as of right or is in 

31 fact withdrawn; but the continuance of ownership of an item by 

32 its owner and any rights of the owner to proceeds of the item 

33 are subject to rights of a collecting bank~ such as those 

34 resulting from outstanding advances on the item and ~a+id 

35 rights of recoupment or setoff. When If an item is handled by 
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1 banks for purposes of presentment, payment, and collection, or 
2 return, the relevant provisions of this Article apply even 

3 though action of the parties clearly establishes that a 
4 particular bank has purchased the item and is the owner of it. 

5 2. After an item has been endorsed with the words "pay any 
6 bank" or the like, only a bank may acquire the rights of a 

7 holder until the item has been: 
8 a. ~nti%-the-item-ha~-been returned to the customer 

9 initiating collection; or 
10 b. ~ntii-the-item-ha~-been specially endorsed by a bank to 

11 a person who is not a bank. 
12 Sec. 89. Section 554.4202, Code 1993, is amended to read 

13 as follows: 
14 554.4202 RESPONSIBILITY FOR COLLECTION OR RETURN -- WHEN 

15 ACTION SEAS9NABbE TIMELY. 

16 1. A collecting bank must ~~e exercise ordinary care in: 

17 a. presenting an item or sending it for presentment; and 

18 b. sending notice of dishonor or nonpayment or returning 

19 an item other than a documentary draft to the bank's 
20 transferor o~-direetly-to-the-depositary-bank-~nder-stlbseetion 

21 i-of-seetion-55~•4ili after learning that the item has not 

22 been paid or accepted, as the case may b~; and 

23 c. settling for an item when the bank receives final 

24 settlement; and 

25 d. making-or-providing-for-any-neeessary-prote~t;-and 

26 e. notifying its transferor of any loss or delay in 

27 transit within a reasonable time after discovery thereof. 
28 2. A collecting bank taking-p~oper-aetion-before-its 

29 midn±ght-deadiine-following-reeeipt-of-an-item,-notiee-or 

30 payment-aet~-~easonably;-taking-proper-aet±on-with±n-a 

31 reasonably-longer-time-may-be-seasonable-btlt-the-bank-has-the 

32 b~rden-of-so-estabiish±ng exercises ordinary care under 

33 subsection 1 by taking proper action before its midnight 

34 deadline following receipt of an item, notice, or settlement. 

35 Taking proper action within a reasonably longer time may 
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1 constitute the exercise of ordinary care, but the bank has the 

2 burden of establishing timeliness. 

3 3. Subject to subsection 1, paragraph "a" a bank is not 

4 liable for the insolvency, neglect, misconduct, mistakeL or 

5 default of another bank or person or for loss or destruction 

6 of an item in the possession of others or in transit of'-in-the 

7 po~~e~~ion-of-othef'~. 
8 Sec. 90. Section 554.4203, Code 1993, is amended to read 

9 as follows: 

10 554.4203 EFFECT OF INSTRUCTIONS. 

11 Subject to the-pf'ovi~ion~-of Article 3 concerning 

12 conversion of instruments (section 554;34~9 554.3420} and the 

13 pf'ovi~ions-of-both-Af'tie%e-3-Hnd-this-Af'tie%e-eoneef'nin~ 

14 restrictive endorsements (section 554.3206) only a collecting 

15 bank's transferor can give instructions whieh that affect the 

16 bank or constitute notice to itL and a collecting bank is not 

17 liable to prior parties for any action taken pursuant to ~tteh 

18 the instructions or in accordance with any agreement with its 

19 transferor. 

20 Sec. 91. Section 554.4204, Code 1993, is amended to read 

21 as follows: 

22 554.4204 METHODS OF SENDING AND PRESENTING SENDING 

23 BfREE~ DIRECTLY TO PAYOR BANK. 

24 1. A collecting bank mtt~t shall send items by a reasonably 

25 prompt method~ taking into consideration Hny relevant 

26 instructions, the nature of the item, the number of ~tteh those 

27 items on hand, Hnd the cost of collection involvedL and the 

28 method generally used by it or others to present stteh those 

29 items. 

30 2. A collecting bank may send~ 

31 a. any an item dif'eet directly to the payor bank; 

32 b. any an item to any ~ nonbank payor if authorized by its 

33 transferor; and 

34 c. any ~ item other than documentary drafts to any 

35 nonbank payor, if authorized by Federal Reserve regulation or 
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1 operating ~ette~ circular, clearing house ruleL or the like. 

2 3. Presentment may be made by a presenting bank at a place 

3 where the payor bank or other payor has requested that 

4 presentment be made. 

5 

6 

7 

8 

Sec. 92. 

striking the 

following: 

554.4205 

Section 554.4205, Code 1993, is amended by 

section and inserting in lieu thereof the 

DEPOSITORY BANK HOLDER OF UNENpPRSED ITEM. 

9 If a customer delivers an item to a depositary bank for 

10 collection: 

11 1. The depository bank becomes a holder of the item at the 

12 time it receives the item for collection if the customer at 

13 the time of delivery was a holder of the item, whether or not 

14 the customer endorse the item, and, if the bank satisfies the 

15 other requirements of section 554.3302, it is a holder in due 

16 course; and 

17 2. The depository bank warrants to collecting banks, the 

18 payor bank or other payor, and the drawer that the amount of 

19 the item was paid to the customer or deposited to the 

20 customer's account. 

21 Sec. 93. Section 554.4206, Code 1993, is amended to read 

22 as follows: 

23 554.4206 TRANSFER BETWEEN BANKS. 

24 Any agreed method wh±eh that identifies the transferor bank 

25 is sufficient for the item's further transfer to another bank. 

26 Sec. 94. Section 554.4207, Code 1993, is amended by 

27 striking the section and inserting in lieu thereof the 

28 following: 

29 554.4207 TRANSFER WARRANTIES. 

30 1. A customer or collecting bank that transfers an item 

31 and receives a settlement or other consideration warrants to 

32 the transferee and to any subsequent collecting bank that: 

33 a. the warrantor is a person entitled to enforce the item; 

34 b. all signatures on the item are authentic and 

35 authorized; 
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1 c. the item has not been altered; 
2 d. the item is not subject to a defense or claim in 

3 recoupment (section 554.3305, subsection 1) of any party than 

4 can be asserted against the warrantor; and 

5 e. the warrantor has no knowledge of any insolvency 
6 proceeding commenced with respect to the maker or acceptor or, 

7 in the case of an unaccepted draft, the drawer. 
8 2. If an item is dishonored, a customer or collecting bank 

9 transferring the item and receiving settlement or other 
10 consideration is obliged to pay the amount due on the item (i) 

11 according to the terms of the item at the time it was 

12 transferred, or (ii) if the transfer was an incomplete item, 

13 according to its terms when completed as stated in sections 

14 554.3115 and 554.3407. The obligation of a transferor is owed 

15 to the transferee and to any subsequent collecting bank that 
16 takes the item in good faith. A transferor cannot disclaim 

17 its obligation under this subsection by an endorsement stating 

18 that it is made "without recourse" or otherwise disclaiming 

19 liability: 

20 3. A person to whom the warranties under subsection 1 are 

21 made and who took the item in good faith may recover from the 

22 warrantor as damages for breach of warranty an amount equal to 

23 the loss suffered as a result of the breach, but not more than 
24 the amount of the item plus expenses and loss of interest 

25 incurred as a result of the breach. 

26 4. The warranties stated in subsection 1 cannot be 

27 disclaimed with respect to checks. Unless notice of a claim 

28 for breach of warranty is given to the warrantor within sixty 

29 days after the claimant has reason to know of the breach and 

30 the identity of the warrantor, the warrantor is discharged to 

31 the extent of any loss caused by the delay in giving notice of 
32 the claim. 

33 5. A cause of action for breach of warranty under this 

34 section accrues when the claimant has reason to know of the 

35 breach. 
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1 Sec. 95. Section 554.4208, Code 1993, is amended to read 

2 as follows: 

3 554.4208 SECURITY INTEREST OF COLLECTING BANK IN ITEMS, 

4 ACCOMPANYING DOCUMENTS AND PROCEEDS. 

5 1. A collecting bank has a security interest in an item 

6 and any accompanying documents or the proceeds of eitheri 

7 a. in case of an item deposited in an accountL to the 

8 extent to which credit given for the item has been withdrawn 

9 or applied; 

10 b. in case of an item for which it has givenL credit 

11 available for withdrawal as of right, to the extent of the 

12 credit given whether or not the credit is drawn upon a"d 

13 w"e~he~ or "ee there is a right of charge-back; or 

14 c. if it makes an advance on or against the item. 

15 2. When If credit whieh-has-bee" given for several items 

16 received at one time or pursuant to a single agreement is 

17 withdrawn or applied in partL the security interest remains 

18 upon all the items, any accompanying documents or the proceeds 

19 of either.· For the purpose of this section, credits first 

20 given are first withdrawn. 

21 3. Receipt by a collecting bank of a final settlement for 

22 an item is a realization on its security interest in the item, 

23 accompanying documents and proceeds. ~o-the-extent-and-so So 

24 long as the bank does not receive final settlement for the 

25 item or give up possession of the item or accompanying 

26 documents for purposes other than collection, the security 

27 interest continues to that extent and is subject to ~he 

28 ~~o~isions-of Article 9 exeept-~ha~, but: 

29 a. no security agreement is necessary to make the security 

30 interest enforceable (sabseetion-1-ubu-of section 554.9%63 

31 554.9203, subsection 1, paragraph "a"); a"d 

32 b. no filing is required to perfect the security interest; 
33 and 

34 c. the security interest has priority over conflicting 

35 perfected security interests in the item, accompanying 
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Code 1993, is amended to read 

4 554.4209 WHEN BANK GIVES VALUE FOR PURPOSES OF HOLDER IN 

5 DUE COURSE. 

6 For purposes of determining its status as a holder in due 

7 course, tke ~ bank has given value to the extent that it has a 
8 security interest in an item ~~ovided-tkat, if the bank 

9 otherwise complies with the requirements of'section 554.3302 

10 on what constitutes a holder in due course. 

11 Sec. 97. Section 554.4210, Code 1993, is amended to read 

12 as follows: 

13 ~5~5~4~~~~~~~~~~~~~~~~~~~~~ 
14 THROUGH, OR AT A BANK----; LIABILITY OF SE€6NBAR~-PAR~fES 

15 DRAWER OR ENDORSER. 

16 f. Unless otherwise instructed, a collecting bank may 

17 present an item not payable by, through.or.at a bank by 

18 sending to the party to accept or pay a written notice that 

19 the bank holds the item for acceptance or payment. The notice 

20 must be sent in time to be received on or before the day when 

21 presentment is due and the bank must meet any requirement of 

22 the party to accept or pay under sect'ion 55·h3565 554.3501 by 

23 the close of the bank's next banking day after it knows of the 

24 requirement. 

25 2. Wkere If presentment is made by notice and neitker 

26 konor-nor payment, acceptance, or request for compliance with 

27 a requirement under section ss•~3565 554.3501 is received by 

28 the close of business on the day after maturity or, in the 

29 case of demand itemsL by the close of business on the third 

30 banking day after notice was sent, the presenting bank may 

31 treat the item as dishonored and charge any seeondary-perty 

32 drawer or endorser by sending tke-seeondary-~arty it notice of 

33 the facts. 

34 Sec. 98. Section 554.4211, Code 1993, is amended by 

35 striking the section and inserting in lieu thereof the 
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1 following: 

2 554.4211 MEDIUM AND TIME OF SETTLEMENT BY BANK. 

3 1. With respect to settlement by a bank, the medium and 

4 time for settlement may be prescribed by federal reserve 

5 regulations or circulars, clearing-house rules, and the like, 

6 or agreement. In the absence of such prescription: 

7 a. the medium of settlement is cash or credit to an 

8 account in a federal reserve bank of or specified by the 

9 person to receive settlement; and 

10 b. the time of settlement is: 

11 (l) with respect to tender of settlement by cash, a 

12 cashier's check, or teller's check, when the case or check is 

13 sent or delivered. 

14 (2) with respect to tender of settlement by credit in an 

15 account in a federal reserve bank, when the credit is made. 

16 (3) with respect to tender of settlement by a credit or 

17 debit to an account in a bank, when the credit or debit made 

18 or, in the case of tender of settlement by authority to charge 

19 an account, when the authority is sent or delivered; or 

20 (4) with respect to tender of settlement by a funds 

21 transfer, when payment is made pursuant to section 554.12406, 

22 subsection 1 to the person receiving the settlement. 

23 2. If the tender of settlement is not by a medium 

24 authorized by subsection 1 or the time of settlement is not 

25 fixed by subsection 1, no settlement occurs until the tender 

26 of settlement is accepted by the person receiving the 

27 settlement. 

28 3. If settlement for an item is made by cashier's check or 

29 teller's check and the person receiving settlement, before its 

30 midnight deadline: 

31 a. presents or forwards the check for collection, 

32 settlement is final when the check is finally paid; or 

33 b. fails to present or forward the check for collection, 

34 settlement is final at the midnight deadline of the person 

35 receiving settlement. 
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l 4. If settlement for an item is made by giving authority 
2 to charge the account of the bank giving settlement in the 

3 bank receiving settlement, settlement is final when the charge 

4 is made by the bank receiving settlement if there are funds 

5 available in the account for the amount of the item. 

6 Sec. 99. Section 554.4212, Code 1993, is amended to read 

7 as follows: 

8 554.4212 RIGHT OF CHARGE-BACK OR REFUND -- LIABILITY OF 

9 COLLECTING BANK -- RETURN OF ITEM. 

10 1. If a collecting bank has made provisional settlement 

11 with its customer for an item and ±eself fails by reason of 

12 dishonor, suspension of payments by a bank, or otherwise to 

13 receive a settlement for the item which is or becomes final, 

14 the bank may revoke the settlement given by it, charge back 

15 the amount of any credit given for the item to its customer's 

16 accountL or obtain refund from its customer whether or not it 

17 is able to return the iee~s item, if by its midnight deadline 

18 or within a longer reasonable time after it learns the facts 

19 it returns the item or sends notification of the facts. If 

20 the return or notice is delayed beyond the bank's midnight 

21 deadline or a longer reasonable time after it learns the 

22 facts, the bank may revoke the settlement, charge back the 

23 credit, or obtain refund from its customer, but it is liable 

24 for any loss resulting from the delay. These rights to 

25 revoke, charge back and obtain refund terminate if and when a 

26 settlement for the item received by the bank is or becomes 

27 final ts~bseee±en-3-of-seet±en-554~4%%±-and-s~eseet±ons-%-and 

28 3-ef-seetion-554~4%%3t. 

29 %.--w±ehin-the-eime-and-manner-~reser±bed-by-this-seeeion 

30 and-seet±en-554~4391,-an-intermediary-or-~ayor-ben~,-as-ehe 

31 ease-may-be,-may-ret~rn-en-~n~aid-±tem-d±reeely-to-ehe 

32 de~es±tary-ban~-and-~ey-send-for-eoiieet±on-a-drefe-on-the 

33 depositary-ban~-and-obtain-reimb~rsement.--yn-s~eh-ease;-±f 

34 ehe-depositary-bank-has-reeeived-~rov±s±onai-settiement-for 

35 ehe-item;-it-~~se-rei~e~rse-the-bank-drawing-the-draft-and-any 
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1 p~o~~s~o~a%-e~edits-fo~-the-item-betwee~-ba~~s-shaii-beeome 

2 a~d-~ema±n-fina%. 

3 2. A collecting bank returns an item when it is sent or 

4 delivered to the bank's customer or transferor or pursuant to 

5 its instructions. 

6 3. A depositary bank wh±eh that is also the payor may 

7 charge back the amount of an item to its customer's account or 

8 obtain refund in accordance with the section governing return 

9 of an item received by a payor bank for credit on its books 

10 (section 554.4301). 

11 4. The right to charge-back is not affected by~ 

12 a. p~io~ previous use of the a credit given for the item; 

13 or 

14 b. failure by any bank to exercise ordinary care with 

15 respect to the item~ but any ~ bank so failing remains liable. 

16 5. A failure to charge-back or claim refund does not 

17 affect other rights of the bank against the customer or any 

18 other party. 

19 6. If ~redit is given in dollars as the equivalent of the 

20 value of an item payable in a foreign ett~~eney money, the 

21 dollar amount of any charge-back or refund sha%i must be 

22 calculated on the basis of the btly±~9~s±9ht bank-offered spot 

23 rate for the foreign etl~~eney money prevailing on the day when 

24 the person entitled to the charge-back or refund learns that 

25 it will not receive payment in ordinary course. 

26 Sec. 100. Section 554.4213, Code 1993, is amended to read 

27 as follows: 

28 554.4213 FINAL PAYMENT OF ITEM BY PAYOR BANK --WHEN 

29 PROVISIONAL DEBITS AND CREDITS BECOME FINAL -- WHEN CERTAIN 

30 CREDITS BECOME AVAILABLE FOR WITHDRAWAL. 

31 1. An item is finally paid by a payor bank when the bank 

32 has first done any of the following,-whiehe~e~-happens-fi~st: 

33 a. paid the item in cash; o~ 

34 b. settled for the item without reserv~n9 having a right 

35 to revoke the settlement and-w±thotlt-heving-stleh-~ight under 
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l statute, clearing house rule, or agreement; or 

2 e7--eompleted-the-p~oee~~-or-~o~t~n~-the-~tem-to-the 

3 ±neieated-aeeo~nt-of-the-drawe~,-ma~er-or-other-person-to-be 

4 ehar~ed-therew±th,-or 

5 d c. made a provisional settlement for the item and failed 

6 to revoke the settlement in the time and manner permitted by 

7 statute, clearing house rule, or agreement. 

8 6pon-a-final-payment-~nder-~~b~ara~raph~-ub7ll-llell-or-udu 

9 the-payor-ban~-~hall-be-aeeo~ntable-fo~-the-amo~nt-o£-the 

10 item7 

ll i 3. If provisional settlement for an item between the 
12 presenting and payor banks is made through a ~learing house or 
13 by debits or credits in an account between them, then to the 

14 extent that provisional debits or credits for the item are 

15 entered in accounts between the presenting and payor banks or 

16 between the presenting and successive prior collecting banks 

17 seriatim, they become final upon final payment of the item by 

18 the payor bank. 

19 3 4. If a collecting bank receives a settlement for an 

20 item which is or becomes final ts~bseetion-3-o£-~eet~on 

21 55474~117-s~bseetion-~-of-thi~-~eetient the bank is 
22 accountable to its customer for the amount of the item and any 

23 provisional credit given for the item in an account with its 

24 customer becomes final. 

25 4 5. Subject to ~(~i~)~a~p~p~l~i~c~a~b~l~e~=l=a~w~s~t~a~t~i~n~g~a~~t~i~m=e~f~o~r 

26 availability of funds and (ii) any right o~ the bank to apply 

27 the credit to an obligation of the customer, credit given by a 

28 bank for an item in an-aeee~nt-with-~ts-e~~temer a customer's 

29 account becomes available for withdrawal as of right~ 
30 a. in-any-ea~e-where if the bank has received a 

31 provisional settlement for the item, -- when s~eh the 

32 settlement becomes final and the bank has had a reasonable 

33 time to learn-that-the-~ettlement-~s-f~nal receive return of 

34 the item and the item has not been received in that time; 

35 b. in-any-ea~e-where if the bank is both a the depositary 
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1 bank and a the payor bank, and the item is finally paid, -- at 

2 the opening of the bank's second banking day following receipt 

3 of the item. 

4 5. A-de~o~±t-o~-~oney-~n-a-eank-is-~~nal-w~en-made-b~t, 

5 s~e;ect Subject to applicable law stating a time for 

6 availability of funds and any right of the ~ bank to apply the 
7 ~deposit of money to an obligation of the customer, the 

8 deposit becomes available for withdrawal as of right at the 

9 opening of the bank's next banking day ~o~~owin~ after receipt 

10 of the deposit. 

11 Sec. 101. Section 554.4214, Code 1993, is amended to read 

12 as follows: 

13 554.4214 INSOLVENCY AND PREFERENCE. 

14 1. Any If an item is in or eomin~ comes into the 

15 possession of a payor or collecting bank w~±eh that suspends 

16 payment and which the item i~ has not ~ finally paid ~hal~~ 

17 the item must be returned by the receiver, trustee~ or agent 

18 in charge of the closed bank to the presenting bank or the 

19 closed bank's customer. 

20 2. If a payor bank finally pays an item and suspends 

21 payments without making a settlement for the item with its 

22 customer or the presenting bank which settlement is or becomes 

23 final, the owner of the item has a preferred claim against the 

24 payor bank. 

25 3. If a payor bank gives or a collecting bank gives or 

26 receives a provisional settlement for an item and thereafter 

27 suspends payments, the suspension does not prevent or 

28 interfere with the ~ett~ement settlements becoming final if 

29 ~~eh the finality occurs automatically upon the lapse of 

30 certain time or the happening of certain events t~~bseetion-3 

31 of-~eetion-554~4zll7-~~eseetion~-l-udu7-~-and-3-of-seetion 

32 554-:-4i!Bt. 

33 4. If a collecting bank receives from subsequent parties 

34 settlement for an item which settlement is or becomes final 

35 and the bank suspends payments without making a settlement for 
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1 the item with its customer which settlement is or becomes 
2 final, the owner of the item has a preferred claim against 

3 stteft the collecting bank. 
4 Sec. 102. NEW SECTION. 554.4215 PRESENTMENT WARRANTIES. 
5 1. If an unaccepted draft is presented to the drawee for 
6 payment or acceptance and the drawee pays or accepts the 
7 draft, (i) the person obtaining payment or acceptance, at the 

8 time of presentment, and (ii) a previous transferor of the 
9 draft, at the time of transfer, warrant to the drawee that 

10 pays or accepts the draft in good faith that: 
11 a. the warrantor is, or was, at the time the warrantor 
12 transferred the draft, a person entitled to enforce the draft 
13 or authorized to obtain payment or acceptance of the draft on 
14 behalf of a person entitled to enforce the draft; 
15 b. the draft has not been altered; and 
16 c. the warrantor has no knowledge that the signature of 
17 the purported drawer of the draft is unauthorized. 

18 2. A drawee making payment may recover from a warrantor 

19 damages for breach of warranty equal to the amount paid by the 

20 drawee less the amount the drawee received or is entitled to 
21 receive from the drawer because of the payment. In addition, 

22 the drawee is entitled to compensation for expenses and loss 
23 of interest resulting from the breach. The right of the 
24 drawee to recover damages under this subsection is not 
25 affected by any failure of the drawee to exercise ordinary 
26 care in making payment. If the drawee accepts the draft (i) 
27 breach of warranty is a defense to the obligation of the 
28 acceptor, and (ii) if the acceptor makes payment with respect 

29 to the draft, the acceptor is entitled to recover from a 

30 warrantor for breach of warranty the amounts stated in this 
31 subsection. 
32 3. If a drawee asserts a claim for breach of warranty 
33 under subsection 1 based on an unauthorized endorsement of the 
34 draft or an alteration of the draft, the warrantor may defend 
35 by proving that the endorsement is effective under section 
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1 554.3404 or 554.3405 or the drawer is precluded under section 

2 554.3406 or 554.4406 from asserting against the drawee the 
3 unauthorized endorsement or alteration. 

4 4. If (i) a dishonored draft is presented for payment to 

5 the drawer or an endorser or (ii) any other item is presented 

6 for payment to a party obliged to pay the item, and the item 

7 is paid, the person obtaining payment and a prior transferor 

8 of the item warrant to the person making payment in good faith 

9 that the warrantor is, or was, at the time the warrantor 

10 transferred the item, a person entitled to enforce the item or 

11 authorized to obtain payment on behalf of a person entitled to 

12 enforce the item. The person making payment may recover from 

13 any warrantor for breach of warranty an amount equal to the 

14 amount paid plus expenses and loss of interest resulting from 
15 the breach. 

16 5. The warranties stated in subsections 1 and 4 cannot be 

17 disclaimed with respect to checks. Unless notice of a claim 

18 for breach of warranty is given to the warrantor with sixty 

19 days after the claimant has reason to know of the breach and 

20 the identity of the warrantor, the warrantor is discharged to 

21 the extent of any loss caused by the delay in giving notice of 
22 the claim. 

23 6. A cause of action for breach of warranty under this 
24 section accrues when the claimant has reason to know of the 
25 breach. 

26 Sec. 103. NEW SECTION. 554.4216 ENCODING AND RETENTION 
27 WARRANTIES. 

28 1. A person who encodes information on or with respect to 

29 an item after issue warrants to any subsequent collecting bank 
30 and to the payor bank or other payor that the information is 
31 correctly encoded. If the customer of a depositary bank 

32 encodes, that bank also makes the warranty. 

33 2. A person who undertakes to retain an item pursuant to 

34 an agreement for electronic presentment warrants to any 

35 subsequent collecting bank and to the payor bank or other 
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1 payor that retention and presentment of the item comply with 

2 the agreement. If a customer of a depository bank undertakes 

3 to retain an item, that bank also makes this warranty. 

4 3. A person to whom warranties are made under this section 

5 and who took the item in good faith may recover from the 
6 warrantor as damages for breach of warranty an amount equal to 
7 the loss suffered as a result of the breach, plus expenses and 

8 loss of interest incurred as a result of the breach. 

9 Sec. 104. Section 554.4301, Code 1993, is amended to read 

10 as follows: 
11 554.4301 DEFERRED POSTING -- RECOVERY OF PAYMENT BY RETURN 

12 OF ITEMS -- TIME OF DISHONOR -- RETURN OF ITEMS BY PAYOR BANK. 

13 1. Whe~e-an-atttho~izea-settiement If a payor settles for a 

14 demand item tether than a documentary draftt-~eeeivea-by-a 

15 ~ayo~-ban~ presented otherwise than for immediate payment over 

16 the counter has-been-maae before midnight of the banking day 
17 of receipt, the payor bank may revoke the settlement and 

18 recover any the payment settlement ifL before it has made 

19 final payment tsttb~eetion-t-o£-seetion-554~4rt3t and before 

20 its midnight deadlineL it 

21 a. returns the item; or 

22 b. sends written notice of dishonor or nonpayment if the 

23 item is heta-for-~~otest-o~-is-otherwi~e unavailable for 

24 return; and the item or notice includes the reason for 
25 dishonor or nonpayment. 
26 2. If a demand item is received by a payor bank for credit 

27 on its booksL it may return ~tteh the item or send notice of 

28 dishonor and may revoke any credit given or recover the amount 

29 thereof withdrawn by its customer, if it acts within the time 

30 limit and in the manner specified in the-preeed±n~ subsection 

31 l. 

32 3. Unless previous notice of dishonor has been sentL an 
33 item is dishonored at the time when for purposes of dishonor 
34 it is returned or notice sentL in accordance with this 
35 section. 
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1 4. An item is returned: 
2 a. as to an item ~eee±~ed presented through a clearing 

3 house, when it is delivered to the presenting or last 
4 collecting bank or to the clearing house or is sent or 
5 delivered in accordance with ±ts clearing house rules; or 
6 b. in all other cases, when it is sent or delivered to the 

7 bank's customer or transferor or pursuant to that customer's 
8 or transferor's instructions. 
9 Sec. 105. Section 554.4302, Code 1993, is amended to read 

10 as follows: 

11 554.4302 PAYOR BANK'S RESPONSIBILITY FOR LATE RETURN OF 

12 ITEM. 

13 1. !n-tne-ebsenee-o~-a-~a~±d-de~ense-s~eh-a~-breaeh-o~-a 

14 p~esentment-wer~anty-tsubseet±on-~-o~-seetion-554~4%9T}7 

15 sett~ement-e££eeted-or-the-~ike,-i£ If an item is presented on 

16 to and received by a payor bankL the bank is accountable for 
17 the amount of: 

18 a. a demand itemL other than a documentary draftL whether 
19 properly payable or notL if the bank, in any case whe~e in 

20 which it is not also the depositary bank, ~etains the item 
21 beyond midnight of the banking day of receipt without settling 

22 for it or, rega~diess-of whether or not it is also the 
23 depositary bank, does not pay or return the item or send 
24 notice of dishonor until after its midnight deadline; or 
25 b. any other properly payable item unless, within the time 
26 allowed for acceptance 
27 either accepts or pays 
28 documents. 

or payment of that itemL the bank 
the item or returns it and accompanying 

29 2. The liability of a payor bank to pay an item pursuant 

30 to subsection 1 is subject to defenses based on breach of a 
31 presentment warranty (section 554.4215) or proof that the 
32 person seeking enforcement of the l1ability presented or 
33 transferred the item for the purpose of defrauding the payor 
34 bank. 

35 Sec. 106. Section 554.4303, Code 1993, is amended to read 
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1 as follows: 
2 554.4303 WHEN ITEMS SUBJECT TO NOTICE, S~9P-9R9ER STOP-

3 PAYMENT ORDER, LEGAL PROCESSL OR SETOFF -- ORDER IN WHICH 

4 ITEMS MAY BE CHARGED OR CERTIFIED. 

5 1. Any knowledge, noticeL or ~~o~-order stop-payment order 
6 received by, legal process served uponL or setoff exercised by 
7 a payor bank,-whe~her-or-no~-effee~ive-~nder-other-r~%e~-ef 
8 taw comes too late to terminate, suspendL or modify the bank's 
9 right or duty to pay an item or to charge its customer's 

10 account for the item7-eomee-tee-%ate-~e-ee-term±nate,-~~epend 
11 er-medify-e~eh-right-er-d~ty if the knowledge, notice, etep 

12 order stop-payment order, or 

13 served and a reasonable time 

legal process is received or 
for the bank to act thereon 

14 expires or the setoff is exercised after the ban~-hae-done-any 

15 earliest of the following: 
16 a. aeeepted-er-eertified the bank accepts or certifies the 
17 item; 
18 b. paid the bank pays the item in cash; 

19 c. ee~tled the bank settles for the item without re~erv±n~ 
20 having a right to revoke the settlement and-withe~t-hav±n~ 

21 e~eh-righ~ under statute, clearing house ruleL or agreement; 
22 d.--eem~leted-the-preeeee-ef-pe~ting-the-item-to-the 

23 indieated-aeeo~nt-ef-the-drawer,-ma~er-er-ether-pereen-te-be 

24 eharged-~herewith-er-etherwiee-hae-evideneed-by-examinatien-ef 
25 e~eh-ind±eated-aeeettnt-and-by-aet±on-±t~-deeie±en-te-pay-the 
26 itemr or 
27 e d. beeeme the bank becomes accountable for the amount of 
28 the item under ~~b~eet±on-l-lldll-ef-eeet±en-554.4~%3-and 
29 section 554.4302 dealing with the payor bank's responsibility 

30 for late return of items.; or 

31 e. with respect to checks, a cutoff hour no earlier than 
32 one hour after the opening of the next banking day after the 
33 banking day on which the bank received the check and no later 

34 than the close of that next banking day or, if no cutoff hour 
35 is fixed, the close of the next banking day after the banking 
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1 day on which the bank received the check. 

2 2. Subject to the-~ro~isions-oE subsection 1 items may be 

3 accepted, paid, certified or charged to the indicated account 

4 of its customer in any order convenient-to-the-ban~. 

5 Sec. 107. Section 554.4401, Code 1993, is amended to read 

6 as follows: 
7 554.4401 WHEN BANK MAY CHARGE CUSTOMER'S ACCOUNT. 

8 1. As-against-its-e~!tomer,-a ~ bank may charge against 

9 the customer's account any of a customer an item whieh that is 

10 otherwise properly payable from that account even though the 

11 charge creates an overdraft. An item is properly payable if 

12 it is authorized by the customer and is in accordance with any 

13 agreement between the customer and bank. 

14 2. A customer is not liable for the amount of an overdraft 

15 if the customer neither signed the item nor benefited from the 

16 proceeds of the item. 

17 3. A bank may charge against the account of a customer a 

18 check that is otherwise properly payable from the account, 

19 even though payment was made before the date of the check, 

20 unless the customer has given notice to the bank of the 

21 postdating describing the check with reasonable certainty. 

22 The notice is effective for the period stated in section 

23 554.4403, subsection 2, for stop-payment orders, and must be 

24 received at such time and in such manner as to afford the bank 

25 a reasonable opportunity to act on it before the bank takes 

26 any action with respect to the check described in section 

27 554.4303. If a bank charges against the account of a customer 

28 a check before the date stated in the notice of postdating, 

29 the bank is liable for damages for the loss resulting from its 

30 act. The loss may include damages for dishonor of subsequent 

31 items under section 554.4402. 

32 ~ 4. A bank whieh that in good faith makes payment to a 

33 holder may charge the indicated account of its customer 

34 according to~ 

35 a. the original tenor terms of the customer's altered 
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1 item; or 
2 b. the tenor terms of the customer's completed item, even 
3 though the bank knows the item has been completed unless the 
4 bank has notice that the completion was improper. 
5 Sec. 108. Section 554.4402, Code 1993, is amended to read 
6 as follows: 

7 554.4402 BANK'S LIABILITY TO CUSTOMER FOR WRONGFUL 

8 DISHONOR -- TIME OF DETERMINING INSUFFICIENCY OF ACCOUNT. 

9 1. Except as otherwise provided in this Article, a payor 
10 bank wrongfully dishonors an item if it dishonors an item that 
11 is properly payable, but a bank may dishonor an item that 
12 would create an overdraft unless it has agreed to pay the 
13 overdraft. 

14 2. A payor bank is liable to its customer for damages 

15 proximately caused by the wrongful dishonor of an item. When 

16 the-d±~honor-oee~r~-thro~~h-m±~ta~e-%±ab±%±ty Liability is 

17 limited to actual damages proved~--y~-~o-~rox±mate%y-ea~~ed 
18 and-~ro¥ed-dama~e~ and may include damages for an arrest or 
19 prosecution of the customer or other consequential damages. 

20 Whether any consequential damages are proximately caused by 
21 the wrongful dishonor is a question of fact to be determined 
22 in each case. 

23 3. A payor bank's determination of the customer's account 

24 balance on which a decision to dishonor for insufficiency of 

25 available funds is based may be made at any time between the 
26 time the item is received by the payor bank and the time that 
27 the payor bank returns the item or gives notice in lieu of 
28 return, and no more than one determination need be made. If, 
29 at the election of the payor bank, a subsequent balance 
30 determination is made for the purposes of reevaluating the 
31 bank's decision to dishonor the item, the account balance at 
32 the time is determinative of whether a dishonor for 
33 insufficiency of available funds is wrongful. 

34 Sec. 109. Section 554.4403, Code 1993, is amended to read 
35 as follows: 
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l 554.4403 CUSTOMER'S RIGHT TO STOP PAYMENT -- BURDEN OF 

2 PROOF OF LOSS. 

3 1. A customer may-by-order-eo-ehe-ettseomer~s-bank-seo~ 

4 ~aymene-or-any-ieem-~ayabie-ror-ehe-ettseomer~s-aeeottne-btte-ehe 

5 order-mttse-be or any person authorized to draw on the account 

6 if there is more than one person may stop payment of an item 

7 drawn on the customer's account or close the account by an 

8 order to the bank describing the item or account with 

9 reasonable certainty received at stteh a time and in stteh a 

10 manner as-eo-arrord that affords the bank a reasonable 

ll opportunity to act on it prior-eo before any action by the 

12 bank with respect to the item described in section 554.4303. 

13 If the signature of more than one person is required to draw 

14 on an account, any of these persons may stop payment or close 

15 the account. 

16 2. ~n-orai-order-is-bindin9-ttpon-the-bank-oniy-for 

17 fottreeen-eaiendar-days-ttn%ess-eonrirmed-in-wriein9-within-that 
18 periOd7--~-written-order-is-erfeetive-for-oniy-six-months 

19 ttntess-renewed-in-wrieing A stop-payment order is effective 

20 for six months, but it lapses after fourteen calendar days if 

21 the original order was oral and was not confirmed in writing 

22 within that period. A stop-payment order may be renewed for 

23 additional six-month periods by a writing given to the bank 

24 within a period during which the stop-payment order is 

25 effective. 

26 3. The burden of establishing the fact and amount of loss 

27 resulting from the payment of an item contrary to a bindin9 
28 seop-paymene stop-payment order or order to close an account 

29 is on the customer. The loss from payment of an item contrary 

30 to a stop-payment order may include damages for dishonor of 

31 subsequent items under section 554.4402. 

32 Sec. 110. Section 554.4405, Code 1993, is amended to read 
33 as follows: 

34 554.4405 DEATH OR INCOMPETENCE OF CUSTOMER. 

35 l. A payor or collecting bank's authority to accept, payL 
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1 or collect an item or to account for proceeds of its 

2 collectionL if otherwise effective, is not rendered 

3 ineffective by incompetence of a customer of either bank 

4 existing at the time the item is issued or its collection is 

5 undertaken if the bank does not know of an adjudication of 

6 incompetence. Neither death nor incompetence of a customer 

7 revokes saeh the authority to accept, pay, collect or account 

8 until the bank knows of the fact of death or of an 

9 adjudication of incompetence and has reasonable opportunity to 

10 act on it. 

11 2. Even with knowledge, a bank may for ten days after the 

12 date of death pay or certify checks drawn on or p~±e~-to 

13 before that date unless ordered to stop payment by a person 

14 claiming an interest in the account. 

15 Sec. 111. Section 554.4406, Code 1993, is amended to read 

16 as follows: 

17 554.4406 CUSTOMER'S DUTY TO DISCOVER AND REPORT 

18 UNAUTHORIZED SIGNATURE OR ALTERATION. 

19 1. When-a-bank-senas-to-its-eastomer-a-statement-of 

20 eeeoant-aeeempeniea-by-±tems-paid-in-9eed-faith-in-sapport-of 

21 the-deb±t-entries-er-ho~as-the-stetement-and-±tems-ptlrsaant-te 

22 e-reqaest-or-inst~aetions-of-its-eastomer-or-othe~wise-in-a 

23 reeseneb~e-manner-makes-the-statement-and-items-evailable-to 

24 the-eastemer,-the-eastemer-mast-exere±se-reasonab±e-eare-and 

25 promptness-te-exemine-the-statement-and-items-to-diseover-the 

26 eastemer~s-anaatherizea-si9natare-or-eny-alteration-on-an-item 

27 and-mast-notify-the-benk-prompt~y-after-diseovery-thereof. A 

28 bank that sends or makes available to a customer a statement 

29 of account showing payment of items for the account shall 

30 either return or make available to the customer the items paid 

31 or provide information in the statement of account sufficient 

32 to allow the customer reasonably to identify the items paid. 

33 The statement of account provides sufficient information, if 

34 the item is described by item number, amount, and date of 

35 payment. 
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1 2. If the items are not returned to the customer, the 

2 person retaining the items shall either retain the items or, 

3 if the items are destroyed, maintain the capacity to furnish 

4 legible copies of the items until the expiration of eleven 

5 years after receipt of the items. A customer may request an 

6 item from the bank that paid the item, and that bank must 

7 provide in a reasonable time either the item or, if the item 

8 has been destroyed or is not otherwise obtainable, a legible 

9 copy of the item. 
10 3. If a bank sends or makes available a statement of 

11 account or items pursuant to subsection 1, the customer must 

12 exercise reasonable promptness in examining the statement or 

13 the items to determine whether any payment was not authorized 

14 because of an alteration of an item or because a purported 

15 signature by or on behalf of the customer was not authorized. 

16 If, based on the statement or items provided, the customer 

17 should reasonably have discovered the unauthorized payment, 

18 the customer must promptly notify the bank of the relevant 

19 facts. 

20 ~ 4. If the bank e~tabi±she~ proves that the customer 

21 failedL with respect to an itemL to comply with the duties 

22 imposed on the customer by subsection r 3 the customer is 

23 precluded from asserting against the bank~ 

24 a. the customer's unauthorized signature or any alteration 

25 on the itemL if the bank also e~tabi±she~ proves that it 

26 suffered a loss by reason of s~eh the failure; and 

27 b. a~ the customer's unauthorized signature or alteration 

28 by the same wrongdoer on any other item paid in good faith by 

29 the bank after-the-f±r~t-item-a~d-~tateme~t-was-ava±iabie-to 

30 the-e~~tomer-for-a-reaso~abie-~eriod-"ot-exeeed±"~-fotlrtee" 

31 eaie"dar-days-a"d-before-the-ba"k-reeeives-"ot±fieatio"-from 

32 the-e~stomer-o£-a"y-stleh-~na~thor±zed-s±~"attlre-or-aiteratio~ 

33 if the payment was made before the bank received notice from 

34 the customer of the unauthorized signature or alteration and 

35 after the customer had been afforded a reasonable oeriod of 
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l time, not exceeding sixty days, in which to examine the item 

2 or statement of account and notify the bank. 

3 3.--The-pree~~~~eH-~nder-s~b~eee~on-~-dees-nee-app~y-if-ehe 

4 e~stomer-eseab~±~he~-~aek-of-erd~nary-eare-en-ehe-part-ef-ehe 

5 bank-~n-pay~ng-ehe-~eemtst• 

6 5. If subsection 4 applies and the customer proves that 

7 the bank failed to exercise ordinary care in payment the item 

8 and that the failure substantial contributed to loss, the loss 

9 is allocated between the customer precluded and the bank 

10 asserting the preclusion according to the extent to which the 

11 failure of the customer to comply with subsection 3 and the 

12 failure of the bank to exercise ordinary care contributed to 

l3 the loss. If the customer proves that the bank did not pay 
14 the item in good faith, the preclusion under subsection 4 does 

15 not apply. 
16 4 6. Without regard to care or lack of care of either the 

17 customer or the bank, a customer who does not within one year 

18 frem-ehe-e~me after the statement and or items are made 

19 available to the customer (subsection 1) discover and report 

20 the customer's unauthori~ed signature on or any alteration en 

21 ehe-faee-or-baek-ef-the-item-er-doe~-not-w±th~n-three-year~ 

22 frem-ehat-time-d~~eever-and-repert-any-~Ha~ther~~ed 

23 endorsement on the item is precluded from asserting against 

24 the bank s~eh the 

25 ~tleh alteration. 

unauthori~ed signature or eHdersement-er 

If there is a preclusion under this 

26 subsection, the payor bank may not recover for breach of 

27 warranty under section 554.4208 with respect to the 

28 unauthori~ed signature or alteration to which the preclusion 

29 applies. 

30 5.--If-tlnder-eh~~-seetien-a-payer-bank-has-a-~a~id-defense 

31 agaiHst-a-eta±m-ef-a-etlstomer-Hpen-er-restl~t±ng-frem-paymeHt 
32 of-aH-±eem-and-waives-or-fa±t~-Hpen-reqtlese-ee-assert-the 

33 defense-the-bank-may-net-assert-against-any-eeTleeting-baHk-er 

34 other-pr±er-parey-presenting-er-transferring-the-ieem-a-e~aim 

35 based-tlpen-the-tlnatlthori~ed-signattlre-er-alteraeien-giving 
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1 rise-to-tne-eMs~omer~s-e~a±m~ 

2 Sec. 112. Section 554.4407, Code 1993, is amended to read 

3 as follows: 

4 554.4407 PAYOR BANK'S RIGHT TO SUBROGATION ON IMPROPER 

5 PAYMENT. 

6 If a payor bank has paid an item over the step-payme"t 

7 order of the drawer or maker to stop payment, or after an 

8 account has been closed, or otherwise under circumstances 

9 giving a basis for objection by the drawer or maker, to 

10 prevent unjust enrichment and only to the extent necessary to 

ll prevent loss to the bank by reason of its payment of the item, 

12 the payor bank sna~~-be is subrogated to the rights 

13 a. of any holder in due course on the item against the 

14 drawer or maker; a"d 

15 b. of the payee or any other holder of the item against 

16 the drawer or maker either on the item or under the 

17 transaction out of which the item arose; and 

18 c. of the drawer or maker against the payee or any other 

19 holder of the item with respect to the transaction out of 
20 which the item arose. 

21 Sec. 113. Section 554.4501, Code 1993, is amended to read 
22 as follows: 

23 554.4501 HANDLING OF DOCUMENTARY DRAFTS -- DUTY TO SEND 

24 FOR PRESENTMENT AND TO NOTIFY CUSTOMER OF DISHONOR. 

25 A bank wn±en that takes a documentary draft for collection 

26 mast shall present or send the draft and accompanying 

27 documents for presentment and, upon learning that the draft 

28 has not been paid or accepted in due course mMs~. shall 

29 seasonably notify its customer of saen the fact even though it 
30 may have discounted or bought the draft or extended credit 
31 available for 

32 Sec. 114. 

33 as follows: 

withdrawal as of right. 

Section 554.4502, Code 1993, is amended to read 

34 554.4502 PRESENTMENT OF "ON ARRIVAL" DRAFTS. 

35 Whe" If a draft or the relevant instructions require 
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1 presentment ''on arrival", "when goods arrive" or the like, the 

2 collecting bank need not present until in its judgment a 

3 reasonable time for arrival of the goods has expired. Refusal 

4 to pay or accept because the goods have not arrived is not 

5 dishonor; the bank must notify its transferor of s~ek the 
6 refusal but need not present the draft again until it is 

7 instructed to do so or learns of the arrival of the goods. 

8 Sec. 115. Section 554.4503, Code 1993, is amended to read 

9 as follows: 

10 554.4503 RESPONSIBILITY OF PRESENTING BANK FOR DOCUMENTS 

ll AND GOODS REPORT OF REASONS FOR DISHONOR -- REFEREE IN CASE 

12 OF NEED. 

13 Unless otherwise instructed and except as provided in 

14 Article 5L a bank presenting a documentary draft~ 

15 a. must deliver the documents to the drawee on acceptance 

16 of the draft if it is payable more than three days after 

17 presentment; otherwise, only on payment; and 

18 b. upon dishonor, either in the case of presentment for 

19 acceptance or presentment for payment, may seek and follow 

20 instructions from any referee in case of need designated in 

21 the draft orL if the presenting bank does not choose to 

22 utilize the referee's servicesL it must use diligence and good 

23 faith to ascertain the reason for dishonor, must notify its 

24 transferor of the dishonor and of the results of its effort to 

25 ascertain the reasons thereforL and must request instructions. 

26 B~t However, the presenting bank is under no obligation 

27 with respect to goods represented by the documents except to 

28 follow any reasonable instructions seasonably received; it has 

29 a right to reimbursement for any expense incurred in following 

30 instructions and to prepayment of or indemnity for stleh those 

31 expenses. 

32 Sec. 116. Section 554.4504, subsection 1, Code 1993, is 

33 amended to read as follows: 

34 1. A presenting bank wh±eh that, following the dishonor of 

35 a documentary draft, has seasonably requested instructions but 
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1 does not receive them within a reasonable time may store, 

2 sell, or otherwise deal with the goods in any reasonable 

3 manner. 

4 Sec. 117. Section 554.5103, subsection 3, Code 1993, lS 

5 amended to read as follows: 

6 3. Definitions in other Articles applying to this Article 

7 and the sections in which they appear are: 

8 "Accept" or "Acceptance''. 

9 

10 "Contract for sale". 

11 "Draft". 

12 ''Holder in due course''. 

13 "Midnight deadline". 

14 "Security". 

Section 554.-34%6 

554.3409. 

Section 554.2106. 

Section 554.3104. 

Section 554.3302. 

Section 554.4104. 

Section 554.8102. 

15 Sec. 118. Section 554.9206, subsection 1, Code 1993, is 

16 amended to read as follows: 

17 1. Subject to any statute or decision which establishes a 

18 different rule for buyers or lessees of consumer goods, an 

19 agreement by a buyer or lessee that the buyer or lessee will 

20 not assert against an assignee any claim or defense which the 

21 buyer or lessee may have against the seller or lessor is 

22 enforceable by an assignee who takes that assignee's 

23 assignment for value, in good faith and without notice of a 

24 claim or defense, except as to defenses of a type which may be 

25 asserted against a holder in due course of a negotiable 

26 instrument under the Article on eommereial-Pa~er Negotiable 

27 Instruments (Article 3). A buyer who as part of one 

28 transaction signs both a negotiable instrument and a security 

29 agreement makes such an agreement. 

30 Sec. 119. NEW SECTION. 668.16 APPLICABILITY OF THIS 

31 CHAPTER. 

32 This chapter does not apply to Article 3 or 4 of chapter 

33 554. 

34 Sec. 120. DIRECTION TO CODE EDITOR. 

35 The Code editor, in cooperation with the legislative 
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1 service bureau and in conformity with the policies of the 

2 legislative council,mh~ directed to renumber sections in this 

3 Act in conformance with the numbe~ing system included in the 

4 model Act as recommended bv the American law institute and 
_ .. :..a z ..a a wa: t.a. 

5 national conference of commissioners on uniform state laws, 

6 and to correct internal references as necessary. 

7 Sec. 121. REPEALS 

8 1. Sections 554.3101 through 554.3806, Code 1993, are 

9 repealed. 

10 2. Section 554.4109, Code 1993, is repealed. 

ll Sec. 122. EFFECTIVE DATE. This Act takes effect Jul~ l' 
12 1995. 

13 

14 
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1 Section 1. Section 9E.9, subsection 5, Code 1993, is 

2 amended to read as follows: 

3 5. In making or noting a protest of a negotiable 

4 instrument, the notarial officer must determine the-matter~ 

5 ~e~-forth whether there is evidence of dishonor as 2rovided in 

6 section 554~3569 554.3505. 

7 Sec. 2. Section 533.43, subsection 3, Code 1993, is 

8 amended to read as follows: 
9 3. The share draft is payable to a member of the credit 

10 union, or to a member of the family of the issuer of the share 

11 dra~t, or to a business in which the issuer of the share draft 

12 has a~ interest. However, the exception contained in this 

13 s~bsection does not apply to any person referred to in this 

14 s~bsection if the person is a holder in due course, as 

15 provided in chapter 554, article 3;-and-wtth-re~~eet-eo-a 

16 shere-era~t-w~±ch-is-±ss~ed-~rior-to-the-ex~iration-of-one 

17 yeer-efter-Apr±!-%3,-%9~9,-the-person-sha!%-not-be-den±ed-the 

18 r±~hts-of-a-hoider-±n-d~e-co~rse-o£-the-shere-draft-sole!y-on 

19 the-~ro~~as-thet-the-shere-dra£t-fails-to-meet-the 

20 re~~±re~ents-of-section-554~3194,-sMbsection-i,-pera9reph-udu. 

21 Sec. 3. Section 537.3211, Code 1993, is amended to read as 

22 follows: 

23 537.3211 NOTICE OF CONSUMER PAPER. 

24 Every note which is a negotiable instrument p~rs~ent-to as 

25 orovided in sec~:on 554.3104 taken in a consumer credit 

26 ~ransaction, if the writing requires or provides for a 

27 signature of the consumer, shall conspicuously show on its 

28 face the following: "This is a consumer credit transaction.'' 
29 Sec. 4. Section 539.1, Code 1993, is amended to read as 

30 follows: 
31 539.1 ASSIGNMENT OF NONNEGOTIABLE INSTRUMENTS. 

32 Bonds, due bills, and all instruments by which the maker 

33 promises to pay another, without words of negotiability, a su~ 

34 of money, or by which the maker promises to pay a sum of money 

35 in proper~y or labor, or to pay or deliver any property or 
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1 labor, or acknowledges any money, labor, or property to be 
2 due, are assignable by endorsement on the instrument, or by 
3 other writing. The assignee, including a person who takes 
4 assignment for collection in the regular course of business, 
5 has a right of action on them in the assignee's own name, 
6 subject to any defense or counterclaim which the maker or 
7 debtor had against an assignor of the instrument before notice 
8 of the assignment. In case of conflict between this section 

9 and Hnifer~-ee~~ere±ai-Eoder sections 554.3895; 554.5116 or 

10 and 554.9318, these sections 554.5116 and 554.9318 control. 
1~ Sec. 5. Section 539.2, Code 1993, is amended to read as 
12 follows: 
13 539.2 ASS:GNMENT PROHIBITED BY INSTRUMENT. 

14 Whe~ by the terms of an instrument its assignment is 
15 p~ohibited, an assignment thereof shall nevertheless be valid, 
16 but the naker may make use of any defense or counterclaim 

17 agai~s~ the assignee which the maker may have against any 
18 assigner thereof before notice of such assignment is given to 
19 ~he ma~er in writing. In case of conflict between this 
20 section and Hn±for~-eo~.e~e±ei-Eoder sections 554.3895; 

21 554.51:6 or and 554.9318, these sections 554.5116 and 554.9318 

22 co~trol. 

23 Sec. 6. Section 554.1201, subsections 20, 24, and 43, Code 
24 1993, are amended to read as follows: 
25 20. ''Helder" mee~s-e-persen-who-±s-±n-possess±en-ef-a 
26 eoe~me~t-e£-titie-or-a~-instrtt~ent-or-a-eertif±eated 

27 in~est~ent-see~r±ty-drawnr-±ssced;-or-endorsed-to-that-person 

28 o~-to-thet-person~s-oree~-e~-te-~eere~-er-in-~ienk with 
29 respect to a negotiable instrument, means the person in 
30 possession if the instrument is payable to bearer or, in tRe 
31 case of an instrument payable to an identified person, if the 
32 identified person is in possession. "Holder" with respect to 
33 a document of title means the oerson in possession if the 
34 goods are de:iverable to bearer or to the order of the person 

35 ~n possess:cn. 
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1 24. "Money" means a medium of exchange authorized or 

2 adopted by a domestic or foreign government ft~-ft-part-of-±t~ 

3 currency and includes a monetary unit of account established 

4 by an intergovernmental organization or by agreement between 

5 two or more nations. 

6 43. "Unauthorized'' signature or-endorsement means one made 

7 without actual, implied, or apparent authority and includes a 
8 forgery. 

9 Sec. 7. Section 554.1207, Code 1993, is amended to read as 
10 follows: 

ll 554.1207 PERFORMANCE OR ACCEPTANCE UNDER RESERVATION OF 
12 R:GHTS. 

13 l. A party whoL with explicit reservation of rightsL 
l4 

15 

performs 

a manner 

or promises per~ormance or assents to performance in 

demanded or offered by the other party does not 

16 thereby prej~dice the rights reserved. Such words as "witho~t 

17 prejudice'', "under protest'' or the like are sufficient. 

18 2. S~bsection 1 does not apoly to an accord and 

~9 sa~~sfacticn. 

20 Sec. a. Section 554.2103, subsection 3, Code 1993, is 

21 amended to read as follows: 

22 3. The following definitions in other Articles apply to 

23 this Artic:e: 

24 "Check". 

25 "Consignee". 

26 "Consignor". 

27 ''Consumer goods''. 

28 "Dishor.or". 

29 

30 "Draft". 

Section 554.3104. 

Section 554.7102. 

Section 554.7102. 

Section 554.9109. 

Section 554.3561' 

554.3502. 

Section 554.3104. . 
31 Sec. 9. Section 554.2511, subsection 3, Code 1993, is 

32 amended to read as follows: 

33 

34 of 

3 • Subject to the provisions of this chapter on the ef:ect 

instrument en an obligation (section 554~366~ 554.3310), 

35 p~yme~t by checK is conditior.a: and is defeated as between the 
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1 parties 
2 

by dishonor of the check on due presentment. 

3 

4 

5 
6 Sec. 10. 
7 Article may 

8 Instruments. 

UNIFORM COMMERCIAL CODE 
ARTICLE 3 - NEGOTIABLE INSTRUMENTS 

PART 1 

GENERAL PROVISIONS AND DEFINITIONS 
NEW SECTION. 554.3101 SHORT TITLE. 

be cited as Uniform Commercial Code --

This 
Negotiable 

9 Sec. 11. NEW SECTION. 554.3102 SUBJECT MATTER. 

10 1. This Article applies to negotiable instruments. It 
ll does not apply to money, to payment orders governed by Article 

12 8, or to securities governed by Article 12. 

13 2. If there is conflict between this Article and Article 9 
14 or 12, Articles 9 and 12 govern. 

15 3. Regulations of the Board of Governors of the Federal 

16 Reserve System and operating circulars of the Federal Reserve 

17 Banks supersede any inconsistent provision of this Article to 
18 t~e extent of the inconsistency. 

19 Sec. 12. NEW SECTION. 554.3103 DEFINITIONS. 

20 l. In this Article: 

21 a. "Acceptor" means a drawee who has accepted a draft. 

22 b. "Drawee" means a person ordered in a draft to make 
23 payment. 

24 c. "Drawer" means a person who signs or is identified in a 
25 draft as a person ordering payment. 

26 d. ''Good faith" means honesty in fact and the observance 

27 of reasonable commercial standards of fair dealing. 
28 e. "Maker" means a person who signs or is identified in a 

29 note as a person undertaking to pay. 

30 f. "Order" means a written instruction to pay money signed 

31 by the person giving the instruction. The instruction may 'be 
32 addressed to any person, including the person giving the 
33 instruction, or to one or more persons jointly·or in the 
34 alternat~ve but not in succession. An authorization to pay is 

35 not an order unless the person authorized to pay is also 
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l instructed to pay. 

2 g. "Ordinary care" in the case of a person engaged in 

3 business means observance of reasonable commercial standards, 
4 prevailing in the area in which the person is located, with 

5 respect to the business in which the person is engaged. In 

6 the case of a bank that takes an instrument for processing for 

7 collection or payment by automated means, reasonable 

8 co~~ercial standards do not require the bank to examine the 

9 instrument if the failure to examine does not violate the 

10 bank's prescribed procedures and the bank's procedures do not 

ll vary unreasonably from general banking usage not disapproved 

12 by trois Article or Article 4. 

13 h. "Party'' means a party to an instrument. 

14 i. "Promise'' means a written undertaking to pay money 

15 signed by the person undertaking to pay. An acknowledgment of 

16 an obligation by the obligor is not a promise unless the 

17 obligor also undertakes to pay the obligation. 

18 j. "Prove'' with respect to a fact means to meet the burden 

19 c: establishing the fact (section 554.1201, subsection 8). 

20 k. ''Remitter'' means a person who purchases an instrument 

21 fro~ its issuer if the instrument is payable to an identified 

22 person other than the purchaser. 

23 2. Other definitions applying 

24 sections in wr.ich they appear are: 
25 ••Acceptance''. 

26 "ACCOr:u:\Odated party", 

27 "Accommodation party". 

28 ''Alteration''. 

29 "Ano~alous endorsement". 

30 ''Blank endorsement". 

31 "Cashier's check". 

32 "Certi:icate of deposit". 
33 ''Certified check'•. 

3~ "Check". 

35 ''Conside:ation''. 

-5-

to this Article and the 

Section 554.3409. 

Section 554.3419. 

Section 554.3419. 

Section 554.3407. 

Section 554.3205. 

Section 554.3205. 
• 

Section 554.3104. 

Section 554.3104. 

Section 554.3409. 

Section 550::.3104. 

Section 554.3303. 



1 "Draft". 

2 "Holder in due course". 

3 "Incomplete instrument•. 

4 ''Endorsement''. 

5 "Endorser 11
• 

6 "Instrument". 

7 "Issue". 

8 "Issuer". 

9 "Negotiabl~ instrument". 

10 ''Negotiation''. 

11 "Note". 

12 

13 

14 

15 

"Payab:e 

"Payable 

"Payab:e 

"Payab:e 

at 

on 

to 

to 

16 "Payment". 

a definite time". 

de:nand ... 

bearer". 

order~~. 

17 ''Person entitled to enforce". 

18 ''Present~en:''. 

19 ''Reacquisition''. 

20 ''Spec~al e~dorsernent''. 

21 ''!e:ler's check''. 

22 ''Transfer of instrume~t''. 

23 "Traveler's check". 

24 "Value". 

S.F. 

25 3. The following definitions in other 

26 this Article: 

27 "Bank". 

28 "Banking day". 

29 ''Clearing house''. 

30 "Collecting bank''. 

31 ''Depositary bank''. 

32 ''Documentary draft''. 

33 ••:ntermediary bank". 

3~ ":-:.em". 

35 "Payor bank''. 

-6-
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Section 554.3104. 

Section 554.3302. 

Section 554.3115. 

Section 554.3204. 

Section 554.3204. 

Section 554.3104. 

Section 554.3105. 

Section 554.3105. 

Section 554.3104. 

Section 554.3201. 

Section 554.3104. 

Section 554.3108. 

Section 554.3108. 

Section 554.3109. 

Section 554.3109. 

Section 554.3602. 

Section 554.3301. 

Section 554.3501. 

Section 554.3207. 

Section 554.3205. 

Section 554.3104. 

Section 554.3203. 

Section 554.3104. 

Section 554.3303~ 

Articles apply to 

Section 554.4105. 

Section 554.4104. 

Section 554.4104. 

Section 554.4105. 
• 

Section 554.4105. 

Section 554.4104. 

Section 554,4:05. 

Section 554.4104. 

Section 554.4105. 
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1 "Suspends payments". Section 554.4104. 

2 4. In addition, Article 1 contains general definitions and 

3 principles of construction and interpretation applicable 

4 throughout this Article. 

5 Sec. 13, NEW SECTION. 554.3104 NEGOTIABLE INSTRUMENT. 
6 1. Except as provided in subsections 3 and 4, "negotiable 

7 instrument" means an unconditional promise or order to pay a 

8 fixed amount of money, with or without interest or other 

9 charges described in the promise or order, if it: 

10 a. is payable to bearer or to order at the time it is 

ll issued or first comes into possession of a holder; 

12 b. is payable on demand or at a definite time; and 

13 c. does not state any other undertaking or instruction by 

14 the person promising or ordering payment to do any act in 

15 addition to the payment of money, but the promise or order may 

16 contain (i) an undertaking or power to give, maintain, or 

17 protec: collateral to secure payment, (ii) an authorization or 

18 po~er to the holder to confess judgment or realize on or 

19 dispose of collateral, or (iii) a waiver of the benefit of any 

20 la~ in:ended for the advantage or protection of an obligor. 

2: 2. ''Ins:rument'' means a negotiable instrument. 

22 3. An order that meets all of the requirements of 

23 subsection l, excep: paragraph ''a", and otherwise falls within 

24 the definition of "check" in subsection 6 is a negotiable 

25 instrument and a check. 

26 4. A promise or order other than a check is not an 

27 instrument if, at the time it is issued or first comes into 

28 possession of a holder, it contains a conspicuous statement, 

29 however expressed, to the effect that the promise or order is 

30 not negotiable or is not an instrument governed by this 

31 Article. 
32 5. An instrument is a "note" if it is a promise and is a 

33 "draft'' if it is an order. If an instrument falls within the 

3~ de~inition of both ''note'' and ''draft,'' a person e~tit:ed to 

35 enforce the instrument may treat it as either. 
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l 6. 
2 draft, 

"Check" means (i) a draft, other than a documentary 

payable on demand and drawn on a bank or (ii) a 

3 cashier's check or teller's check. An instrument may be a 

4 check even though it is described on its face by another term, 
5 such as "money order." 

6 7. "Cashier's check" means a draft with respect to which 

7 the drawer and drawee are the same bank or branches of the 
8 same bank. 

9 8. "Teller's check" means a draft drawn by a bank (i) on 

10 another bank, or (ii) payable at or through a bank. 

11 9. "Traveler's check" means an instrument that (i) is 

12 payable on demand, (ii) is drawn on or payable at or through a 

13 ban~, (iii) is designated by the term "traveler's check" or by 

1~ a substantially similar term, and (iv) requires, as a 

15 condition to payment, a countersignature by a person whose 

16 specimen signature appears on the instrument. 

17 10. "Certificate of deposit'' means an instrument 

18 conta:ning an acknowledgment by a bank that a sum of money has 

19 been received by the bank and a promise by the bank to repay 

20 :he sux of money. A certificate of deposit is a note of the 

2! bank. 

22 Sec. 14. NEW SECTION. 554.3105 ISSUE OF INSTRUMENT. 

23 1. ''Issue'' means the first delivery of an instrument by 

2~ the make: o: drawer, whether to a holder or nonholder, for the 

25 p~rpose of giving rights on the instrument to any person. 

26 2. An unissued instrument, or an unissued incomplete 

27 instrument that is completed, is binding on the maker or 

28 drawer, but nonissuance is a defense. An instrument that is 

29 conditionally issued or is issued for a special purpose is 

30 binding on the maker or drawer, but failure of the condition 

31 or special purpose to be fulfilled is a defense. 

32 3. "Issuer'' applies to issued and unissued instruments and 

33 means a maker or drawer of an instrument. 

34 Sec. 15. NEW SECTION. 554.3106 UNCONDITIO~AL PROMISE OR 

35 ORDER. 
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1 1. Except as provided in this section, for the purposes of 

2 section 554.3104, subsection 1, a promise or order is 

3 unconditional unless it states (i) an express condition to 

4 payment, (ii) that the promise or order is subject to or 

5 governed by another writing, or (iii) that rights or 

6 obligations with respect to the promise or order are stated in 

7 another writing. A reference to another writing does not of 

8 itself make the promise or order conditional. 

9 2. A promise or order is not made conditional (i) by a 

10 reference to another writing for a statement of rights with 

ll respect to collateral, prepayment, or acceleration, or (ii) 

12 beca~se payment is limited to resort to a particular fund or 

13 so~rce. 

14 3. If a p:omise or order requires, as a condition to 

15 paymen~, a countersignature by a person whose specimen 

16 signat~re appears on the promise or order, the condition does 

17 not make the promise or order conditional for the purposes of 

18 section 554.3104, subsection l. If the person whose specimen 

19 signat~re appears or. an instrument fails to countersign the 

20 instrument, the failure to countersign is a defense to the 

21 obligation of the issuer, but the failure does not prevent a 

22 transferee of the instrument from becoming a holder of the 

23 instrument. 

24 4. If a p'omise or order at the time it is issued or first 

25 comes into possession of a holder contains a statement, 
26 req~ired by applicable statutory or administrative law, to the 

27 effect that the rights of a holder or transferee are subject 

28 to claims or defenses that the issuer could assert against the 

29 original payee, the promise or order is not thereby made 

30 conditional for the purposes of section 554.3104, subsection 

31 1; but if the promise or order is an instrument, there cannot 

32 be a holder in due course of the instrument. 

33 Sec. 16. NEW SECTION. 554.3107 INSTRUMENT PAYABLE IN 

3~ FOREIGN MONEY. 

35 Cn:ess the instrument otherwise provides, an instrumen~ 

-9-

• 



S.F. ---- H.F. 

1 that states the amount payable in foreign money may be paid in 

2 the foreign money or in an equivalent amount in dollars 

3 calculated by using the current bank-offered spot rate at the 

4 place of payment for the purchase of dollars on the day on 

5 which the instrument is paid. 

6 Sec. 17. NEW SECTION. 554.3108 PAYABLE ON DEMAND OR AT 

7 DEFINITE TIME. 

8 l. A promise or order is "payable on demand" if it ( i) 

9 states that it is payable on demand or at sight, or otherwise 

10 indicates that it is payable at the will of the holder, or 

ll (ii) does not state any time of payment. 

2. 

13 it is 
A promise or order is "payable at a definite time'' if 

payable on elapse of a definite period of time after 

or acceptance or at a fixed date or dates or at a time 

readily ascertainable at the time the promise or 

issued, subject to rights of (i) prepayment, (ii) 

14 sight 

15 or times 

16 order is 

:7 acceleration, (iii) extension at the option of the holder, or 

18 (iv) extension to a further definite time at the option of the 

19 maker or acceptor or automatically upon or after a specified 

20 act or event. 

21 3. If an instrument, payable at a fixed date, is also 

22 payab:e upon demand made before the fixed date, the instru~ent 

23 is payable on de~and until the fixed date and, if demand for 

24 payme~t is not made before that date, becomes payable at a 

25 definite time on the fixed date. 

26 Sec. 18. NEW SECTION. 554.3109 PAYABLE TO BEARER OR TO 

27 ORDER. 

28 l. A promise or order is payable to bearer if it: 

29 a. states that it is payable to bearer or to the order of 

30 bearer or otherwise indicates that the person in possession of 

31 the promise or order is entitled to payment; 

32 b. does not state a payee; or 

33 c. states that it is payable to or to the order of cash or 

3~ other~ise i~dica:es that it is not payable to an identified 

35 person. 
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l 2. A promise or order that is not payable to bearer is 
2 payable to order if it is payable ( i ) to the order of an 
3 identified person or ( ii) to an identified person or order. 

4 promise or order that is payable to order is payable to the 

5 identified person. 

6 3. An instrument payable to bearer may become payable to 

7 an identified person if it is specially endorsed pursuant to 

8 section 554.3205, subsection 1. An instrument payable to an 

9 identified person may become payable to bearer if it is 

10 endorsed in blank pursuant to section 554.3205, subsection 2. 

11 Sec. 19. NEW SECTION. 554.3110 IDENTIFICATION OF PERSON 

12 TO WHOM INSTR':.JMENT IS PAYABLE, 

13 1. The person to whom an instrument is initially payable 

14 is determined by the intent of the person, whether or not 

15 aathorized, signing as, or in the name or behalf of, the 

16 iss:Jer of the instrument. The instrument is payable to the 

:7 person intended by the signer even if that person is 

A 

l8 identified in the instrument by a name or other identification 
19 tha: is not that of the intended person. If more than one 

20 person signs in the name or behalf of the iss:Jer of an 

21 ins:r~men: and all the signers do not intend the same person 

22 as payee, the instrument is payable to any person intended by 

23 one or more of the signers. 

24 2. If the signature of the issuer of an instrument is made 

25 by a~tomated means, such as a check-writing machine, the payee 

26 of the instrument is determined by the intent of the person 

27 who supplied the name or identification of the payee, whether 
28 or not authorized to do so. 

29 3. A person to whom an instrument is payable may be 

30 identified in any way, including by name, identifying number, 

31 office, or account number. For the purpose of determining the 

32 holder of an instrument, the following rules apply: 

33 a. ' ~ an instrument is payable to an account and the .. 
34 aCCOU!"lt is identified only by number, the instrument is 

35 payab:e to the person to whon the account is payable. If an 



---.. ·-·-·- .. -·--· -· -·-· ---- -·-·····-

S.F. ---- H.F. 

1 instrument is payable to an account identified by number and 
2 by the name of a person, the instrument is payable to the 
3 named person, whether or not that person is the owner of the 
4 account identified by number. 
5 b. if an instrument is payable to: 
6 (1) a trust, an estate, or a person described as trustee 
7 or representative of a trust or estate, the instrument is 
8 payable to the trustee, the representative, or a successor of 
9 either, whether or not the beneficiary or estate is also 

10 named; 

1: (2) a person described as agent or similar representative 
12 of a named or identified person, the instrument is payable to 
13 the represented person, the representative, or a successor of 
14 the representative; 

15 (3) a fund or organization that is not a 
16 instrume~t is payable to a representative of 
17 the fund or organization; or 

legal entity, the 

the members of 

18 (4) an office or to a person described as holding an 

19 office, the inscrument is payable to the named person, the 
20 incu~bent o! the office, or a successor to the incumbent. 
2l 4. If an instrument is payable to two or more persons 

22 alternatively, it is payable to any of them and may be 
23 negotiated, discharged, or enforced by any or all of them in 
24 possession of the instrument. If an instrument is payable to. 
25 two or more persons not alternatively, it is payable to all of 
26 them and may be negotiated, discharged, or enforced only by 
27 all of them. If an instrument payable to two or more persons 
28 is ambiguous as to whether it is payable to the persons 
29 alternatively, the instrument is payable to the persons 
30 alternatively. 
31 Sec. 20. N~N SECTION. 554.3111 PLACE OF PAYMENT. 

32 Except as otherwise provided for items in Article 4, an 
33 instrument is payable at the place of payment stated in the 
34 instrument. If no place of payment is stated, an instrume~t 
35 :s payable at the address of the drawee or maker stated in the 

-12-



S.F. H.F. 

1 instrument. If no address is stated, the place of payment ~s 

2 the place of business of the drawee or maker. If a drawee or 

3 maker has more than one place of business, the place of 

4 payme~t is any place of business of the drawee or maker chosen 

5 by the person entitled to enforce the instrument. If the 

6 drawee or maker has no place of business, the place of payment 

7 is the residence of the drawee or maker. 

8 Sec. 21. NEW SECTION. 554.3112 INTEREST. 

9 1. Unless otherwise provided in the instrument, (i) an 

10 instrument is not payable with interest, and (ii) interest on 

11 an i~~erest-bear:ng instrument is payable from the date of the 

12 instrument. 

13 2. Interest may be stated in an instrument as a fixed or 

14 variable amount of money or it may be expressed as a fixed or 

15 va:iable rate or rates. The amount or rate of interest may be 

16 stated or described in the instrument in any manner and may 

17 req~ire re~e:ence to information not contained in the 

l8 instrument. If an instrument provides for interest, but the 

19 affioun: of interest payable cannot be ascertained from the 

2C descr:ptio~. interest is payable at the judgment rate in 

21 e£fec~ at the place of payment of the instrument and at the 

22 time interest first accrues. 

23 Sec. 22. NEW SECTION. 554.3113 DATE OF INSTRUMENT. 

24 1. An instrument may be antedated or postdated. The date 

25 stated de:ermines the time of payment if the instrument is 

26 payab~e at a fixed period after date. Except as provided in 

27 section 554.4401, subsection 3, an instrument payable on 

28 de~and is not payable before the date of the instrument. 

29 2. If an instrument is undated, its date is the date of 

30 its issue or, in the case of an unissued instrument, the da~e 

31 it first comes into possession of a holder. 

32 Sec. 23. NEW SECTION. 554.3114 CONTRADICTORY TERMS OF 

33 INSTR~ME~T. 

34 If a~ :~st:ume~t contains contradictory ter~s, type~ritten 

35 te:~s prevail over printed terms, handwritten terms prevail 
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1 over both, and words prevail over numbers. 

2 Sec. 24. NEW SECTION. 554.3115 INCOMPLETE INSTRUMENT. 

3 1. ''Incomplete instrument" means a signed writing, whether 

4 or not issued by the signer, the contents of which show at the 

5 time of signing that it is incomplete but that the signer 

6 inte~ded it to be completed by the addition of words or 

7 numbers. 

8 2. Subject to subsection 3, if an incomplete instrument is 

9 an instrument under section 554.3104, it may be enforced 

10 according to its terms if it is not completed, or according to 

11 its terms as augmented by completion. If an incomplete 

12 instr~rner.t is not an instrument under section 554.3104, but, 

13 after comp:etion, the requirements of section 554.3104 are 

14 met, the instrument may be enforced according to its terms as 

15 a~gme~ted by completion. 

16 3. !f words or numbers are added to an incomplete 

17 instrument witho~t authority of the signer, there is an 

18 al~eration of the incomplete instrument under section 

19 55~.3407. 

20 4. The burden of establishing that words or numbers were 

21 added ~o an incomplete instrument without authority of the 

22 signer is o~ the person asserting the lack of authority. 

23 Sec. 25. NEW SECTION. 554.3116 JOINT AND SEVERAL 

24 LIA3::!TY -- CONTRIBUTION. 
25 1. Except as otherwise provided in the instrument, two or 

26 more persons who have the same liability on an instrument as 

27 makers, drawers, acceptors, endorsers who endorse as joint 

28 payees, or anomalous endorsers are jointly and severally 

29 liable in the capacity in which they sign. 

30 2. Except as provided in section 554.3419, subsection 5, 

31 or by agree~ent of the affected parties, a party having joint 

32 and several liability who pays the instrument is entitled to 

33 receive from any party having the same joint and several 

34 ~iability contribution in accordance with applicable law. 

35 3. Discharge of one party having joint and several 
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1 liability by a person entitled to enforce the instrument does 

2 not affect the right under subsection 2 of a party having the 

3 same joint and several liability to receive contribution from 
4 the party discharged. 

5 Sec. 26. NEW SECTION. 554.3117 OTHER AGREEMENTS 
6 AFFECTING INSTRUMENT. 

7 Subject to applicable law regarding exclusion of proof of 

8 contemporaneous or previous agreements, the obligation of a 
9 party to an instrument to pay the instrument may be modified, 

10 supple~ented, or nullified by a separate agreement of the 

11 obligor and a person entitled to.enforce the instrument, if 

12 the instrume~t is issued or the obligation is incurred in 

13 relia~ce on the agreement or as part of the same transaction 
14 giving rise to the agreement. To the extent an obligation is 
15 modified, supplemented, or nullified by an agreement under 

16 ttis section, the agreement is a defense to the obligation. 

17 Sec. 27. NEW SECTION. 554.3118 STATUTE OF LIMITATIONS. 

18 l. Except as provided in subsection 5, an action to 

19 e;.force the obligation of a party to pay a note payable at a 

20 def:nite ti~e must be commenced within six years after the due 

21 date or dates stated in the note or, if a due date is 
22 accelera~ed, within six years after the accelerated due date. 
23 2. Except as provided in subsection 4 or 5, if demand for 
24 pay~ent is made to the maker of a note payable on demand, an 
25 action to e;.force the obligation of a party to pay the note 

26 must be comme~ced within six years after the demand. If no 

27 demand for payment is made to the maker, an action to enforce 
28 the note is barred if neither principal nor interest on the 

29 note has been paid for a continuous period of ten years. 
30 3. Except as provided in subsection 4, an action to 

31 enforce the obligation of a party to an unaccepted draft to 
32 pay the draft must be co~~enced within three years after 
33 dishonor of the draft or te~ years after the date of the 

34 draf:, whichever period expires first. 

35 4. An action to enforce the obligation of the acceptor of 
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1 a certified check or the issuer of a teller's check, cashier's 

2 check, or traveler's check must be commenced within three 

3 years after demand for payment is made to the acceptor or 
4 issuer, as the case may be. 

5 5. An action to enforce the obligation of a party to a 
6 certificate of deposit to pay the instrument must be commenced 
7 ~ithin six years after demand for payment is made to the 
8 maker, but if the instrument states a due date and the maker 

9 is not required to pay before that date, the six-year period 

10 begins when a demand for payment is in effect and the due date 
11 has passed. 

12 6. An action to enforce the obligation of a party to pay 

13 an accepted draft, other than a certified check, must be 

14 co~~enced (i) within six years after the due date or dates 
15 stated in the draft or acceptance if the obligation of the 
16 acceptor is payable at a definite time, or (ii) within six 

17 yea~s a:ter the date of the acceptance if the obligation of 

18 the acceptor is payable on demand. 

19 7. Unless governed by other law regarding claims for 

20 inde~~ity or co~trib~tion, an action (i) for conversion of an 

21 instrume~t, for money had and received, or like action based 

22 on conversion, (ii) for breach of warranty, or (iii) to 
23 enforce an obligation, duty, or right arising under this 
24 Artic:e and not governed by this section must be commenced 
25 wi:hin three years after the cause of action accrues. 
26 Sec. 28. NEW SECTION. 554.3119 NOTICE OF RIGHT TO DEFE~~ 

27 ACTION. 

28 In an action for breach of an obligation for which a third 

29 person is answerable over pursuant to this Article or Article 

30 4, the defendant may give the third person written notice ?f 
31 the litigation, ar.d the person notified may then give similar 
32 notice to any other person who is answerable over. If the 

33 notice states (i) that the person notified may come in and 
34 defe~d a~d (ii) that failure to do so will bind the person 
35 ~ctified in an action later brought by the person giving the 
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l notice as to any determination of fact common to the two 

2 litigations, the person notified is so bound unless after 

3 seasonable receipt of the notice the person notified does come 

4 in and defend. 

5 PART 2 

6 NEGOTIATION, TRANSFER, AND ENDORSEMENT 

7 Sec. 29. NEW SECTION. 554.3201 NEGOTIATION. 

8 1. "Negotiation" means a transfer of possession, whether 

9 vol~ntary or involuntary, of an instrument by a person other 

10 than the issuer to a person who thereby becomes its holder. 

11 2. Except for negotiation by a remitter, if an instrument 

12 is payable to an identified person, negotiation requires 

13 transfer of possession of the instrument and its endorsement 

14 by the holder. If an instrument is payable to bearer, it may 

15 be negotiated by transfer of possession alone. 

16 Sec. 30. NEW SECTION. 554.3202 NEGOTIATION SUBJECT TO 

17 RESCISSION. 

18 1. Negotiation is effective even if obtained (i) from an 

19 infant, a corporation exceeding its powers, or a person 

20 without capacity, (ii) by fraud, duress, or mistake, or (iii) 

21 in breach of duty or as part of an illegal transaction. 

22 2. To the extent permitted by other law, negotiation may 

23 be rescinded or may be subject to other remedies, but those 

24 remedies may not be asserted against a subsequent ho:der in 

25 due course or a person paying the instrument in good faith and 

26 without knowledge of facts that are a basis for rescission or 

27 other remedy. 

28 Sec. 31. NEW SECTION. 554.3203 TRANSFER OF INSTRUMENT --

29 RIGHTS ACQUIRED BY TRANSFER. 

30 l. An instrument is transferred when it is delivered b~ a 

31 person other than its issuer for the purpose of giving to the 

32 person receiving delivery the right to enforce the instrument. 

33 2. Transfer of an instrument, whether or not the transfer 

34 :s a negotiation, vests in the transferee any right of the 

35 transferor to en:orce the instrument, including any right as a 
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1 holder in due course, but the transferee cannot acquire rights 

2 of a holder in due course by a transfer, directly or 
3 indirectly, from a holder in due course if the transferee 

4 engaged in fraud or illegality affecting the instrument. 

5 3. Unless otherwise agreed, if an instrument is 

6 transferred for value and the transferee does not become a 
7 holder because of lack of endorsement by the transferor, the 
8 transferee has a specifically enforceable right to the 
9 unqualified endorsement of the transferor, but negotiation of 

10 the instrume~t does not occur until the endorsement is made. 

11 4. If a transferor purports to transfer less than the 
12 en:ire 

13 OCC'Jr, 

14 and has 

15 Sec. 

instrument, negotiation of the instrument does not 

The transferee obtains no rights under this Article 

only the rights of a partial assignee. 

32. NEW SEC'I'ION. 554.3204 ENDORSEMENT. 

16 1. ''Endorseme~t" means a signature, other than that of a 
17 signer as make:, drawer, or acceptor, that alone or 
:s accompanied by other words is made on an instrument for the 

19 purpose of (i) negotiating the instrument, (ii) restricti~g 

20 paymen: of the instrument, or (iii) incurring endorser's 

21 liability on the instrument, but regardless of the intent of 

22 the signer, a signature and its accompanying words is an 

23 endcrseme~t unless the accompanying words, terms of the 
24 instrument, place of the signature, or other circumstances 

25 unambiguously indicate that the signature was made for a 
26 purpose other than endorsement. For the purpose of 
27 deter~ining whether a signature is made on an instrument, a 

28 paper affixed to the instrument is a part of the instrument. 

29 2. "Endorser" means a person who makes an endorsement. 

30 3. For the purpose of determining whether the transferee 

31 of an instrument is a holder, an endorsement that transfers a 
32 security interest in the instrument is effective as an 

33 unqualified endorsement of the instrument. 

34 4. If an instrument is payable to a ho~der under a name 
35 that is no~ the name of the holder, endorsement may be made by 
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l the holder in the name stated in the instrument or in the 

2 holder's name or both, but signature in both names may be 

3 required by a person paying or taking the instrument for value 
4 or collection. 

5 Sec. 33. NEW SECTION. 554.3205 SPECIAL ENDORSEMENT --

6 BLANK ENDORSEMENT -- ANOMALOUS ENDORSEMENT. 

7 1. If an endorsement is made by the holder of an 
8 instrument, whether payable to an identified person or payable 

9 to bearer, and the endorsement identifies a person to whom it 

10 makes the instrume:1t payable, it is a "special endorsement." 

ll When specially endorsed, an instrument becomes payable to the 

12 iden:ified person and may be negotiated only by the 

13 endorse~e:1: of that person. The principles stated in section 

14 55~.3110 apply to special endorsements. 

15 2. If an endorsement is made by the holder of an 

16 ins:r~me~t and it is not a special endorsement, it is a ''blank 

17 endorsement." When endorsed in blank, an instrument becomes 

18 payable to bearer and may be negotiated by transfer of 

l9 pcssessio:1 alone until specially endorsed. 

20 ~. The holder may convert a blank endorsement that 

2! consists only of a signat~re into a special endorsement by 

22 ~riting, above the signature of the endorser, words 

23 ide:1ti:ying the person to whom the instrument is made payable. 

24 4. "Anomalous endorsement" means an endorsement made by a 
25 person who is not the holder of the instrument. An anomalous 

26 endorsement does not affect the manner in which the instrument 

27 may be negotiated. 

28 Sec. 34. NEW SECTION. 554.3206 RESTRICTIVE ENDORSEMENT. 

29 1. An endorsement limiting payment to a particular person 

30 or otherwise prohibiting further transfer or negotiation o~ 

31 the instr~ment is not effective to prevent further transfer or 

32 negotiation of the instrument. 

33 2. An endorsement stating a condition to the right of the 
34 er.dcrsee to receive payment does not affect the right of the 

35 endorsee to enforce the instrument. A person paying the 
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1 instrument or taking it for value or collection may disregard 
2 the condition, and the rights and liabilities of that person 

3 are not affected by whether the condition has been fulfilled. 

4 3. If an instrument bears an endorsement (i) described in 
5 section 554.4201, subsection 2, or (ii) in blank or to a 

6 particular bank using the words "for deposit," "for 

7 collection," or other words indicating a purpose of having the 
B instrument collected by a bank for the endorser or for a 
9 pa~ticular account, the following rules apply: 

10 a. A person, other than a bank, who purchases the 
ll instrument when so endorsed converts the instrument unless the 
12 amount paid for the instrument is received by the endorser or 

13 applied consistently with the endorsement. 

:4 b. A deposita~y bank that purchases the instrument or 

15 takes it fo~ collection when so endorsed converts the 

16 instrument unless the amount paid by the bank with respect to 

17 the instrument is received by the endorser or applied 

:s consistently with the endorsement. 
19 c. A payor bank that is also the depositary bank or that 
20 takes the instrument for immediate payment over the counter 
2: fro~ a person other than a collecting bank converts the 

22 instrument un:ess the proceeds of the instrument are received 

23 by the endorser or applied consistently with the endorsement. 
24 d. Except as otherwise provided in paragraph c, a payor 

25 bank or intermediary bank may disregard the endorsement and is 

26 not liable if the proceeds of the instrument are not received 

27 by the endorser or applied consistently with the endorsement. 
28 4. Except for an endorsement covered by subsection 3, if 
29 an instrument bears an endorsement using words to the effect 

30 that paymen~ is to be made to the endorsee as agent, trust~e, 

31 or other fiduciary for the benefit of the endorser or another 

32 person, the following rules apply: 
33 a. Unless there is notice of breach of fiduciary duty as 

34 provided in section 554.3307, a person who purchases the 
35 instrument from the endorsee or takes the instrument fro~ the 
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1 endorsee for collection or payment may pay the proceeds of 

2 payment or the value given for the instrument to the endorsee 

3 without regard to whether the endorsee violates a fiduciary 

4 duty to the endorser. 

5 b. A subsequent transferee of the instrument or person who 

6 pays the instrument is neither given notice nor otherwise 

7 affected by the restriction in the endorsement unless the 

8 transferee or payor knows that the fiduciary dealt with the 

9 instrument or its proceeds in breach of fiduciary duty. 

10 5. The 

11 which this 

12 instrument 

presence on an instrument of an endorsement to 

section applies does not prevent a purchaser of the 

from becoming a holder in due course of the 

13 instrument unless the purchaser is a converter under 

3 or has notice or knowledge of breach of fiduciary 

lS duty as stated in subsection 4. 

14 subsection 

16 6. In an action to enforce the obligation of a party to 

17 pay the instrument, the obligor has a defense if payment would 

18 violate an endorsement to which this section applies and the 

19 payment is not permitted by this section. 

20 Sec. 35. NEW SECTION. 554.3207 REACQUISITION. 

21 Reacquisition of an instrument occurs if it is transferred 

22 to a former holder, by negotiation or otherwise. A former 

23 holde: who 

24 made after 

25 instrument. 

reacqu::es the instrument may cancel endorsements 

the reacguirer first became a holder of the 

If the cance!lation causes the instrument to be 

26 payable to the reacquirer or to bearer, the reacquirer may 

27 negotiate the instrument. An endorser whose endorsement is 

28 cancelled is discharged, and the discharge is effective 

29 against any subsequent holder. 

30 PART 3 

31 ENFORCEMENT OF INSTRUMENTS 

32 Sec. 36. NEW SECTION. 554.3301 PERSON ENTITLED TO 

33 ENFORCE !NSTRUMEN~. 

34 "Person entitled to enforce'' an instrument means (i) the 

35 holder of the instrument, (ii) a nonholder in possession of 
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1 the instrument who has the rights of a holder, or (iii) a 
2 person not in possession of the instrument who is entitled to 
3 enforce the instrument pursuant to section 554.3309 or 
4 554.3418, subsection 4. A person may be a person entitled to 

5 enforce the instrument even though the person is not the owner 

6 of the instrument or is in wrongful possession of the 
7 instrument. 

8 Sec. 37. NEW SECTION. 554.3302 HOLDER IN.DUE COURSE. 

9 1. Subject to subsection 3 and section 554.3106, 
10 subsection 4, "holder in due course" means the holder of an 
ll instrument if: 

12 a. the instrument when issued or negotiated to the holde~ 
13 does not bear such apparent evidence of forgery or alteration 

14 or is not otherwise so irregular or incomplete as to call into 

15 q~estion its authenticity; and 

16 b. the holder took the instrument (i) for value, (ii) in 

17 good faith, (iii) without notice that the instrument is 

18 

l9 

20 

overd·Je 

default 

as pa:- t 

or has been dishonored or that there is an uncured 

with respect to payment of another instrument issued 

of the same series, (iv) without notice that the 
21 instrumen: contains an unauthorized signature or has been 
22 altered, (v) without notice of any claim to the instrument 
23 described in section 554.3306, and (vi) without notice that 

24 any party has a defense or claim in recoupment described in 

25 section 554.3305, subsection 1. 
26 2. Notice of discharge of a party, other than discharge in 

27 an insolvency proceeding, is not notice of a defense under 
28 subsection 1, but discharge is effective against a person who 

29 became a holder in due course with notice of the discharge. 
30 Public filing or recording of a document does not of itself 
31 constitute notice of a defense, claim in recoupment, or claim 

32 to the instrument. 
33 3. Except to the extent a transferor or predecessor in 

34 interest has rights as a holder in due course, a person does 
35 not acquire rights of a holder in due course of an instrument 
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l taken (i) by legal process or by purchase in an execution, 

2 banKruptcy, or creditor's sale or similar proceeding, (ii) by 

3 purchase as part of a bulk transaction not in ordinary course 

4 of business of the transferor, or (iii) as the successor in 

5 interest to an estate or other organization. 

6 4. If, under section 554.3303, subsection 1, paragraph 

7 "a", the promise of performance that is the consideration for 

8 an instrument has been partially performed, the holder may 

9 

10 

ll 

12 

assert 

to the 

e~ual 

value 

rights as a holder in due course of the instrument only 

fraction of the amount payable under the instrument 

to the value of the partial performance divided by the 

o~ the promised performance. 

13 5 • If (i) the person entitled to enforce an instrument has 

14 only a security interest in the instrument and (ii) the person 

15 obliged to pay the instrument has a defense, claim in 

16 reco~pment, or claim to the instrument that may be asserted 

17 against the persQn who granted the security interest, the 

18 person entitled to enforce the instrument may assert rights as 

19 a holder in d~e course only to an amount payable under the 

20 ins:ru~ent which, at the time of enforcement of the 

21 ins:rument, does not exceed the amount of the unpaid 

22 obligation secured. 

23 6. To be effective, notice must be received at a time and 

24 in a manner that gives a reasonable opportunity to act on it. 

25 7. This section is subject to any law limiting status as a 

26 holder in due course in particular classes of transactions. 

27 Sec. 38. NEW SECTION. 554.3303 VALUE AND CONSIDERATION. 

28 ~. An instrument is issued or transferred for value if: 

29 a. the instrument is issued or transferred for a promise 

performed; 30 of performance, to the extent the promise has been 

3: b. the transferee acquires a security interest or other 

32 lien in the instrument other than a lien obtained by judicial 

33 proceeding; 

34 c. the instrument 

35 or as sec~rity for, an 

is issued or transfe:red as payrne~t of, 

antecedent claim against any person, 
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1 whether or not the claim is cue; 

2 d. the instrument is issued or transferred in exchange for 
3 a negotiable instrument; or 

4 e. the instrument is issued or transferrec in exchange for 
5 the incurring of an irrevocable obligation to a third party by 
6 the person taking the instrument. 

7 2. "Consideration" means any consideration sufficient to 
8 support a simple contract. The drawer or maker of an 

9 instrument·has a defense if the instrument is issued without 

10 consideration. If an instrument is issued for a promise of 

11 performa~ce, the issuer has a defense to the extent 
12 perforw.ance of the promise is due and the promise has not been 

l3 performed. If an instrument is issued for value as stated in 
14 subsection 1, the instrument is also issued for consideration. 
15 Sec. 39. NEW SECTION. 554.3304 OVERDUE INSTRUMENT. 

16 1. An ins~rument payable on demand becomes overdue at the 

17 earliest of che following times: 

18 a. on the day after the day demand for payment is duly 

19 made; 

20 b. i: the instrument is a check, ninety days after its 

2: date; or 
22 c. if the instrument is not a check, when the instrument 
23 has been outstanding for a period of time after its date wh:ch 
24 is unreasonably long under the circumstances of the particular 

25 case in lighc of the nature of the instrument and usage of the 

26 trade. 
27 2. w:th respect to an instrument payable at a definite 

28 time the following rules apply: 
29 a. If the principal is payable in installments and a due 

30 date has not been accelerated, the instrument becomes overdue 
31 upon defaalt under the instrument for nonpayment of an 
32 installment, and the instrument remains overdue until the 

33 default is cured. 
34 b. !f the principa" is not payable in installments and the 

35 due date ~as not been accelerated, the instrument becomes 
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1 overdue on the day after the due date. 

2 c. If a due date with respect to principal has 

3 accelerated, the instrument becomes overdue on the 

4 the accelerated due date. 

been 
day after 

5 3. Unless the due date of principal has been accelerated, 

6 an instrument does not become overdue if there is default in 

7 payment of interest but no default in payment of principal. 

8 Sec. 40. NEW SECTION. 554.3305 DEFENSES AND CLAIMS IN 
9 RECOUPMENT. 

10 1. Except as stated in subsection 2, the right to enforce 

11 the obligation of a party to pay an instrument is subject to 

12 the following: 

13 a. a defense of the obligor based on (i) infancy of the 

14 ob:igor to the extent it is a defense to a simple contract, 

15 (ii) duress, lack of legal capacity, or illegality of the 

16 transac~!on which, under other law, nullifies the obligation 

17 of the obligor, (iii) fraud that induced the obligor to sign 

18 the instrument with neither knowledge nor reasonable 

19 opport~r.ity to learn of its character or its essential terms, 

20 cr (iv) discharge of the obligor in insolvency proceedings; 

2l b. a defense of the obligor stated in another section of 

22 this Article or a defense of the obligor that would be 

23 available if the person entitled to enforce the instrument 

24 were er.:orcing a right to payment under a simple contract; and 

25 c. a claim in recoupment Of the obligor against the 

26 original payee of the instrument if the claim arose from the 

27 transaction that gave rise to the instrument; but the claim of 

28 the obligor may be asserted against a transferee of the 

29 instrument only to reduce the amount owing on the instrument 

30 at the time the action is brought. 

31 2. The right of a holder in due course to enforce the 

32 obligation of a party to pay the instrument is subject to 

33 defenses of the obligor stated in subsection 1, paragraph "a'', 

34 but ~s not subject to defenses of the obligor stated in 

35 s~bsection 1, paragraph "b'', or claims in recoupment stated in 
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1 subsection 1, paragraph "c", against a person other than the 

2 holder. 

3 3. Except as stated in subsection 4, in an action to 

4 enforce the obligation of a party to pay the instrument, the 
5 obligor may not assert against the person entitled to enforce 
6 the instrument a defense, claim in recoupment, or claim to the 
7 instrument (section 554.3306) of another person, but the other 
8 person's claim to the instrument may be asserted by the 

9 obligor if the other person is joined in the action and 

10 personally asserts the claim against the person entitled to 

11 enforce the instrument. An obligor is not obliged to pay the 

12 instrument if the person seeking enforcement of the instrume~t 

13 does ~ct have rights of a holder in due course and the obligor 

14 proves that the instrument is a lost or stolen instrument. 
15 4. In an action to enforce the obligation of an 
16 accommodation party to pay an instrument, the accommodation 

17 party may assert against the person entitled to enforce the 

18 instrument any defense or claim in recoupment under subsection 
19 1 tha~ the accorr~odated party could assert against the person 

20 e~titled to enforce the instrume~t, except the defenses of 

2l discharge in insolvency proceedings, infancy, and lack of 

22 legal capacity. 
23 Sec. 41. NEW SECTION. 554.3306 CLAIMS TO AN INSTRUMENT. 

24 A person taking an instrument, othe~ than a person having 
25 rights of a holde~ in due course, is subject to a claim o: a 
26 property or possessory right in the instrument or its 

27 proceeds, including a claim to rescind a negotiation and to 
28 recover the instrument or its proceeds. A person having 

29 rights of a holder in due course takes free of the claim to 

30 the instrument. 
31 Sec. 42. NEW SECTION. 554.3307 NOTICE OF BREACH OF 

32 FIDUCIARY DUTY. 

33 1. In this section: 
34 a. "Fiduciary" means an agent, trustee, partner, corporate 
35 officer or director, or other representative owing a fiduciary 
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1 duty with respect to an instrument. 

2 b. "Represented person" means the principal, beneficiary, 

3 partnership, corporation, or other person to whom the duty 

4 stated in paragraph "a" is owed. 

5 2. If (i) an instrument is taken from a fiduciary for 
6 payment or collection or for value, (ii) the taker has 

7 knowledge of the fiduciary status of the fiduciary, and (iii) 

8 the represented person makes a claim to the instrument or its 

9 proceeds on the basis that the transaction of the fiduciary is 

10 a breach of fiduciary duty, the following rules apply: 

11 a. Notice of breach of fiduciary duty by the fiduciary is 

12 notice of the claim of the represented person. 

13 b. In the case of an instrument payable to the represented 

14 person or the fiduciary as such, the taker has notice of the 

15 breach of fiduciary duty if the instrument is (i) taken in 

16 payment of or as security for a debt known by the taker to be 

17 the personal debt of the fiduciary, (ii) taken in a 

18 transaction known by the taker to be for the personal benefit 

19 of the fid~ciary, or (iii) deposited to an account other than 

20 an account of the fiduciary, as such, or an account of the 

2l represented person. 

22 c. If an instrument is issued by the represented person or 

23 the fiduciary as such, and made payable to the fiduciary 

24 personally, the taker does not have notice of the breach of 

25 fiduciary duty unless the taker knows of the breach of 

26 fiduciary duty. 

27 d. If an instrument is issued by the represented person or 

28 the fiduciary as such, to the taker as payee, the taker has 

29 notice of the breach of fiduciary duty if the instrument is 

30 (i) taken in payment of or as security for a debt known by the 

31 taker to be the personal debt of the fiduciary, (ii) taken'in 

32 a transaction known by the taker to be for the personal 

33 benefit of the fiduciary, or (iii) deposited to an account 

34 ether than an account of the fiduciary, as such, or an account 

35 of the represented person. 
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1 Sec. 43. NEW SECTION. 554.3308 PROOF OF SIGNATURES AND 

2 STATUS AS HOLDER IN DUE COURSE. 

3 1. In an action with respect to an instrument, the 
4 authenticity of, and authority to make, each signature on the 
5 instrument is admitted unless specifically denied in the 
6 pleadings. 
7 pleadings, 

If the validity of a signature is denied in the 
the burden of establishing validity is on the 

8 person claiming validity, but the signature is presumed to be 
9 authentic and authorized unless the action is to enforce the 

10 liability of the purported signer and the signer is dead or 

11 incompetent at the time of trial .of the issue of validity of 
12 the signature. If an action to enforce the instrument is 
~3 bro~ght against a person as the undisclosed principal of a 
14 person who signed the instrument as a party to the instrument, 

15 the plaintiff has the burden of establishing that the 
16 defendant is liable on the instrument as a represented person 
li under sec:ion 554.3402, subsection 1. 
18 2. If the validity of signatures is admitted or proved and 
19 there is compliance with subsection 1, a plaintiff producing 
20 the instrument is entitled to payment if the plaintiff proves 
21 entitlement to enforce the instrument under section 554.3301, 
22 unless the defendant proves a defense or claim in recoupment. 
23 "f a defense or claim in recoupment is proved, the right to 
24 payment of the plaintiff is subject to the defense or claim, 
25 except to the extent the plaintiff proves that the plaintiff 
26 has rights of a holder in due course which are not subject to 
27 the defense or claim. 
28 Sec. 44. NEW SECTION. 554.3309 ENFORCEMENT OF LOST, 

29 DESTROYED, OR STOLEN INSTRUMENT. 

30 1. A person not in possession of an instrument is entitled 
31 to enforce the instrument if: (i) the person was in 
32 possession of the instrument and entitled to enforce it when 
33 loss of possession occurred, (ii) the loss of possession was 

34 not the res~lt of a tracsfer by the person or a lawful 
35 seizure, and {iii) the person cannot reasonably obtain 
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1 possession of the instrument because the instrument was 

2 destroyed, its whereabouts cannot be determined, or it is in 

3 the wrongful possession of an unknown person or a person that 

4 cannot be found or is not amenable to service of process. 
5 2. A person seeking enforcement of an instrument under 
6 subsection 1 must prove the terms of the instrument and the 
7 person's right to enforce the instrument. If that proof is 
8 made, section 554.3308 applies to the case as if the person 

9 seeking enforcement had produced the instrument. The court 

10 may not enter judgment in favor of the person seeking 

ll en:orcement unless it finds that the person required to pay 
12 the instrument is adequately protected against loss that might 

13 occur by reason of a claim by another person to enforce the 

14 instrument. Adequate protection may be provided by any 
15 reasonable means. 
16 Sec. 45. NEW SECTION. 554.3310 EFFECT OF INSTRUMENT ON 

l7 OB:IGATIO~ FOR WHICH TAKEN. 

18 l. un:ess otherwise agreed, if a certified check, 

19 cashier's check, or teller's check is taken for an obligation, 
20 the obligation is discharged to the same extent discharge 

2l would result if an amount of money equal to the amount of the 

22 instrument were taken in payment of the obligation. 

23 of the obligation does not affect any liability that 
24 ob:igor may have as an endorser of the instrument. 

Discharge 

the 

25 2. Unless otherwise agr~ed and except as provided in 

26 subsection 1, if a note or an uncertified check is taken for 
27 an obligation, the obligation is suspended to the same extent 
28 the obligation would be discharged if an amount of money equal 

29 to the amount of the instrument were taken, and the following 
30 rules apply: 

31 a. In the case of an uncertified check, suspension of the 

32 ob:igation continues until dishonor of the check or until it 

33 is paid or certified. Payment or certification of the check 

34 results in discharge of the obligation to the extent of the 
25 amount of the check. 
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l b. In the case of a note, suspension of the obligation 
2 continues until dishonor of the note or until it is paid. 

3 Payment of the note results in discharge of the obligation to 
4 the extent of the payment. 

5 c. Except as provided in paragraph "d", if the check or 

6 note is dishonored and the obligee of the obligation for which 

7 the instrument was taken is the person entitled to enforce the 
8 instrument, the obligee may enforce either the instrument or 
9 the obligation. In the case of an instrument of a third 

10 person which is negotiated to the obligee by the obligor, 
ll discharge of the obligor on the instrument also discharges the 
12 obligation. 

13 d. !f the person entitled to enforce the instrument taken 

14 for an obligation is a person other than the obligee, the 

15 obligee may not enforce the obligation to the extent the 

16 obligation is suspended. If the obligee is the person 

17 entitled to enforce the instrument but no longer has 

18 possession of it because it was lost, stolen, or destroyed, 
19 the obligation may not be enforced to the extent of the amount 

20 payable on the instrument, and to that extent the obligee's 
21 r~ghts against the obligor are limited to enforcement of the 

22 instrument. 

23 3. If an instrument other than one described in subsection 

24 l or 2 is taken for an obligation, the effect is (i) that 

25 s~ated in s~bsection 1 if the instrument is one on which a 

26 bank is liable as maker or acceptor, or (ii) that stated in 
27 subsection 2 in any other case. 
28 Sec. 46. NEW SECTION. 554.3311 ACCORD AND SATISFACTION 

29 BY USE OF INSTRUMENT. 

30 1. If a person against whom a claim is asserted proves 

31 that (i) that person in good faith tendered an instrument to 
32 the claimant as full satisfaction of the claim, (ii) the 
33 amount of the claim was unliquidated or subject to a bona fide 

34 dispute, and (iii) the claimant obtained payment of the 

35 instr~ment, the following subsections apply. 
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1 2. Unless subsection 3 applies, the claim 1s discharged if 

2 the person against whom the claim is asserted proves that the 

3 instrument or an accompanying written communication contained 

4 a conspicuous statement to the effect that the instrument was 

5 tendered as full satisfaction of the claim. 

6 3. Subject to subsection 4, a claim is not discharged 

7 under subsection 2 if either of the following applies: 

8 a. The claimant, if an organization, proves that (i) 
9 within a reasonable time before the tender, the claimant sent 

10 a conspicuous statement to the person against whom the claim 

ll is asserted that communications concerning disputed debts, 

12 including an instrument tendered as full satisfaction of a 

13 debt, are to be sent to a designated person, office, or place, 

14 and (ii) the instrument or accompanying communication was not 

15 :ece~ved by that designated person, office, or place. 

16 b. The claimant, whether or not an organization, proves 

17 ~ha: within ninety days after payment of the instrument, the 

18 claiman: tendered repayment of the amount of the instrument to 

19 tr.e person aga~ns: whom the claim is asserted. This paragraph 

20 does noc apply if the claimant is an organization that sent a 

2: sta:ement comp:ying with paragraph "a'' letter (i). 

22 4. A claim is discharged if the person against whom the 

23 claim 1s asserted proves that within a reasonable time before 

24 collec:ion of the instrument was initiated, the claimant, o: 

25 an age~: of the claimant having direct responsibility with 

26 respec~ to the disputed obligation, knew that the instrument 

27 was tendered in full satisfaction of the claim. 
28 Sec. 47. NEW SECTION, 554.3312 LOST, DESTROYED, OR 

29 STOLE~ CASHIER'S CHECK, TELLER'S CHECK, OR CERTIFIED CHECK. 

30 l. In this section: 
31 a. "Check'' means a cashier's check, teller's check, or· 

32 certified check. 

33 b. ''Claimant" means a person who claims the right to 

34 receive the amount of a cashier's check, teller's check, or 

35 cer:ified check that was lost, destroyed, or stolen. 
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1 c. "Declaration of loss" means a written 
2 under penalty of perjury, to the effect that 

statement, made 
(i) the declarer 

3 lost possession of a check, (ii) the declarer is the drawer or 
4 payee of the check, in the case of a certified check, or the 

5 remitter or payee of the check, in the case of a cashier's 

6 check or teller's check, (iii) the loss of possession was not 

7 the result of a transfer by the declarer or a lawful seizure, 

8 and ( i v) the declarer cannot reasonably obtain possession of 

9 the check because the check was destroyed, its whereabouts 

10 cannot be determined, or it is in the wrongful possession of 
ll an unknown person or a person that cannot be found or is not 

12 amenable to service of process. 
13 d. "Obligated bank" means the issuer of a cashier's check 

14 or teller's check or the acceptor of a certified check. 

lS 2. A claimant may assert a claim to the amount of a check 

16 by a con~~nication to the obligated bank describing the check 

17 with reasonable certainty and requesting payment of the amount 

18 of the check, if (i) the claimant is the drawer or payee of a 

19 certified check or the rem~tter or payee of a cashier's check 

20 or te:ler's check, (ii) the communication contains or is 

21 acco~panied by a declaration of loss of the claimant with 
22 respect to the check, (iii) the communication is received at a 
23 time and in a manner afford:ng the bank a reasonable time to 

24 act on it before the check is paid, and (iv) the claimant 

25 provides reasonable identification if requested by the 
26 obligated bank. Delivery of a declaration of loss is a 

27 warranty of the truth of the statements made in the 

28 declaration. If a claim is asserted in compliance with this 

29 s~bsection, the following rules apply: 
30 a. The claim becomes enforceable at the later of (i) the 

31 time :he claim is asserted, or (ii) the ninetieth day 
32 following the date of the check, in the case of a cashier's 
33 check o: teller's check, or the ninetieth day following the 

34 date c: the acceptance, in the case of a certified check. 
b. Unt~l the claim becomes enforceable, it has no legal 
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l effect and the obligated bank may pay the check or, in the 

2 case of a teller's check, may permit the drawee to pay the 

3 check. Payment to a person entitled to enforce the check 

4 discharges all liability of the obligated bank with respect 

5 the check. 

6 c. If the claim becomes enforceable before the check is 
7 presented for payment, the obligated bank is not obliged to 

8 pay the check. 

to 

9 d. When the claim becomes enforceable, the obligated bank 

10 becomes obliged to pay the amount of the check to the claimant 

ll if payment of the check has not been made to a person entitled 

12 to er.force the check. Subject to section 554.4302, subsection 

13 1, paragraph "a", payment to the claimant discharges all 

14 liab~:ity of the obligated bank with respect to the check. 

15 3. If the obligated bank pays the amount of a check to a 

16 claimant under subsection 2, paragraph ''b", subparagraph (4) 

17 and the check is presented for payment by a person having 

:s r:g~ts of a holder in due course, the claimant is obliged to 

19 (:) refJnd the payment to the obligated bank if the check is 

20 paid, o~ (ii) pay the amount of the check to the person having 

21 rights of a holder in due course if the check is dishonored. 

22 4. If a claimant has the right to assert a claim under 

23 subsection 2 and is also a person entitled to enforce a 

24 cashier's check, teller's check, or certified check which is 

25 los~, destroyed, or stolen, the claimant may assert rights 

26 wit~ respect to the check either under this section or section 

27 554.3309. 

28 PART 4 

29 LIABILITY OF PARTIES 

30 Sec. 48. NEW SECTION. 554.3401 SIGNATURE. 

31 1. A person is not liable on an instrument unless (i) ~he 

32 person signed the instrument, or (ii) the person is 

33 represented by an agen~ or representative who signed the 

34 instrument and the signature is binding on the represented 

35 person under section 554.3402. 
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1 2. A signature may be made (i) manually or by means of a 

2 device or machine, and (ii) by the use of any name, including 
3 a trade or assumed name, or by a word, mark, or symbol 
4 executed or adopted by a person with present intention to 
5 authenticate a writing. 

6 'Sec. 49. NEW SECTION. 554.3402 SIGNATURE BY 

7 REPRESENTATIVE. 

8 1. If a person acting, or purporting to act, as a 
9 representative signs an instrument by signing either the name 

10 o~ the represented person or the name of the signer, the 

11 represented person is bound by the signature to the same 

12 extent the represented person would be bound if the signature 
13 were on a simple contract. If the represented person is 

14 bo~nd, the signature of the representative is the "authorized 
l5 signature of the represented person'' and the represented 

16 person is liable on the instrument, whether or not identified 
17 in the instrument. 

18 2. If a representative signs the name of the 

19 representative to an instrument and the signature is an 

20 authorized signature of the represented person, the following 

21 rules apply: 

22 a. If the form of the signature shows unambiguously that 
23 the signature is made on behalf of the represented person who 
24 is identified in the instrument, the representative is not 
25 liab:e en the instrument. 

26 b. Subject to subsection 3, if (i) the form of the 

27 signature does not show unambiguously that the signature is 
28 made in a representative capacity or (ii) the represented 

29 pe~son is not identified in the instrument, the representative 

30 is liable on the instrument to a holder in due course that 

31 took the instrument without notice that the representative'was 
32 no~ intended to be liable on the instrument. With respect to 
33 any other person, the representative is liable'on the 

34 inst:ument unless the representative proves that the original 
35 parties did not intend the representative to be liable on the 
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1 instrument. 

2 3. If a representative signs the name of the 
3 representative as drawer of a check without indication of the 

4 representative status and the check is payable from an account 

5 of the represented person who is identified on the check, the 

6 signer is not liable on the check if the signature is an 

7 authorized signature of the represented person. 

8 Sec. 50. NEW SECTION. 554.3403 UNAUTHORIZED SIGNATURE. 

9 l. Unless otherwise provided in this Article or Article 4, 

10 an unauthorized signature is ineffective except as the 

ll signature of the unauthorized signer in favor of a person who 
12 ir. good faith pays the instrument or takes it for value. An 

13 unautho~ized signature may be ratified for all purposes of 

14 :~is Article. 

15 2. If the signature of more tha~ one person is required to 

16 constitute the authorized signature of an organization, the 

17 signature of the organization is unauthorized if one of the 

18 req~ired signatures is lacking. 

19 3. The civil or criminal liability of a person who makes 

20 ar. unauthorized signature is not affected by any provision of 

21 this Article which makes the unauthorized signature effective 

22 for the purposes of this Article. 
23 Sec. 51. NEW SECTION. 554.3404 IMPOSTORS -- FICTITIOUS 

24 PAYEES. 

25 ' -. !f an impostor, by use of the mails or otherwise, 

26 induces the issuer of an instrument to issue the instrument to 

27 the impostor, or to a person acting in concert with the 

28 impostor, by impersonating the payee of the instrument or a 

29 person authorized to act for the payee, an endorsement of the 

30 instrume~t by a~y person in the name of the payee is effective 

31 as the endorseme~t of the payee in favor of a person who, in 
32 good faith, pays the instrument or takes it for value or for 

33 collection. 

34 2. If (i) 

35 instrument is 

a person whose intent determines to whom an 

payable (section 554.3110, subsection 1 o~ 2) 
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1 does not intend the pe"son identified as payee to have any 
2 interest in the instrument, or (ii) the person identified as 
3 payee of an instrument is a fictitious person, the following 
4 rules apply until the instrument is negotiated by special 
5 endorsement: 

6 a. Any person in possession of the instrument is its 
7 holder. 

8 b. An endorsement by any person in the name of the payee 
9 stated in the instrument is effective as the endorsement of 

10 the payee in favor of a person who, in good faith, pays the 
11 instrument or takes it for value. or for collection. 
12 3. Unde" subsection 1 or 2, an endorsement is made in the 
13 name of a payee if (i) it is made in a name substantially 
14 sim:lar to that of the payee or (ii) the instrument, whether 
15 o: not endorsed, is deposited in a depositary bank to an 
16 acco~nt in a name substantially similar to that of the payee. 
17 4. With respect to an instrument to which subsection l or 
18 2 app:ies, if a person paying the instrument or taking it for 

19 value or for collection fails to exercise ordinary care in 
20 payi~g or ta~ing the instrument and that failure substantia:ly 
21 contributes to loss resulting from payment of the instrument, 
22 the person bearing the loss may recover from the person 
23 fai!ing to exercise ordinary care to the extent the failure to 
24 exercise ordinary ca:e contributed to the loss. 
25 Sec. 52. NEW SECTION. 554.3405 EMPLOYER'S RESPONSIB!~!TY 

26 FOR FRAUDULENT ENDORSEMENT BY EMPLOYEE. 

27 1. In this section: 
28 a. ''Employee'' includes an independent contractor and 
29 employee of an independent contractor retained by the 
30 emp:oye:. 
31 b. "Fraudulent endorsement" means (i) in the case of a~ 
32 instrument payable to the employer, a forged endorsement 
33 p~rporting to be that of the employer, or (ii) in the case of 
34 an instrument with respect to which the employer is the 
35 issuer, a forged endorsement purporting to be that of the 
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l person identified as payee. 

2 c. ''Responsibility" with respect to instruments means 

3 authority (i) to sign or endorse instruments on behalf of the 

4 employer, (ii) to process instruments received by the employer 

5 for bookkeeping purposes, for deposit to an account, or for 

6 other disposition, (iii) to prepare or process instruments for 

7 issue in the name of the employer, (iv) to supply information 

8 determining the names or addresses of payees of instruments to 

9 be issued in the name of the employer, (v) to control the 

10 disposition of instruments to be issued in the name of the 

11 e~ployer, or (vi) to act otherwise with respect to instruments 

l2 in a responsible capacity. "Responsibility" does not include 

13 authority that merely allows an employee to have access to 

14 instruments or blank or incomplete instrument forms that are 

15 being stored or transported or are part of incoming or 

16 outgoing ma~l, or similar access. 

17 2. For the purpose of determining the rights and 

18 liab:c:ties of a person who, in good faith, pays an instrument 

19 or taKes it for value or for collection, if an employer 

20 e~trusted an employee with responsibility with respect to the 

21 ~ns:rument and the employee or a person acting in concert with 

22 the emp:oyee makes a fraudulent endorsement of the instrument, 

23 the endorsement is effective as the endorsement of the person 
2~ to whom the instrument is payable if it is made in the name o: 

25 tha: person. !f the person paying the instrument or taking it 

26 :or value or for collection fails to exercise ordinary care in 

27 paying or taking the instrument and that failure substantially 

28 contributes to loss resulting from the fraud, the person 

29 bearing the loss may recover from the person failing to 

30 exercise ordinary care to the extent the failure to exercise 

3: ordinary care contributed to the loss. 

32 J. Under subsection 2, an endorsement is made in the name 

33 of the person to whom an instrument is payable if (i) it is 

3~ ~ace in a name substantially similar to the name of that 

35 person or (ii) the instrument, whether or not endorsed, is 
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l deposited in a depositary bank to an account in a name 
2 substantially similar to the name of that person. 
3 Sec. 53. NEW SECTION. 554.3406 NEGLIGENCE CONTRIBUTING 

4 TO FORGED SIGNATURE OR ALTERATION OF INSTRUMENT. 

5 l. A person whose failure to exercise ordinary care 
6 substantially contributes to an alteration of an instrument or 
7 to the making of a forged signature on an instrument is 
8 precluded from asserting the alteration or the forgery against 
9 a person who, in good faith, pays the instrument or takes it 

10 for value or for collection. 
ll 2. Under subsection 1, if the person asserting the 
12 preclusion fails to exercise ordinary care in paying or taking 

13 the instrument and that failure substantially contributes to 
14 loss, the loss is allocated between the person precluded and 
15 the person asserting the preclusion according to the extent to 
16 which the failure of each to exercise ordinary care 
17 contributed to the loss. 
18 3. Under subsection 1, the burden of proving failure to 
19 exercise ordinary care is on the person asserting the 
20 preclusion. Under subsection 2, the burden of proving failure 
2: to exercise ordinary care is on the person precluded. 
22 Sec. 54. NEW SECTION. 554.3407 ALTERATION. 

23 1. "Alteration'' means (i) an unauthorized change in an 
24 instrument that purports to modify in any respect the 
25 obligation of a party, or (ii) an unauthorized addition of 
26 words or numbers or other change to an incomplete instrument 
27 relating to the obligation of a party. 
28 2. Except as provided in subsection 3, an alteration 
29 fraudulently made discharges a party whose obligation is 
30 affected by the alteration unless that party assents or is. 
31 precluded from asserting the alteration. No other alteration 
32 discharges a party, and the instrument may be enforced 

33 according :o its original terms. 
34 3. A payor bank or drawee paying a fraudulent:y altered 
35 ins~runent or a person taking it for value, in good faith and 
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1 without notice of the alteration, may enforce rights with 

2 respect to the instrument (i) according to its original terms, 

3 or (ii) in the case of an incomplete instrument altered by 

4 unauthorized completion, according to its terms as completed. 

5 Sec. 55. NEW SECTION. 554.3408 DRAWEE NOT LIABLE ON 

6 UNACCEPTED DRAFT. 

7 A check or other draft does not of itself operate as an 

8 assignment of funds in the hands of the drawee available for 

9 its payment, and the drawee is not liable on the instrument 

10 until the drawee accepts it. 

ll Sec. 56. NEW SECTION. 554.3409 ACCEPTANCE OF DRAFT --

12 CERTIFIED CHECK. 

13 1. "Acceptance" means the drawee's signed agreement to pay 

14 a draft as presented. It must be written on the draft and may 

15 cc~sist of the d~awee's signature alone. Acceptance ~~y be 

16 made at any time and becomes effective when notification 

17 pursuant to inst~uctions is given or the accepted draft is 

18 delivered for the purpose of giving rights on the acceptance 

19 to any person. 

20 2. A draft may be accepted although it has not been signed 

2~ by the drawer, is otherwise incomplete, is overdue, or has 

22 been dishonored. 

23 3. If a draft is payable at a fixed period after sight anc 

24 the acceptor fails to date the acceptance, the holder may 
25 cornple~e the acceptance by supplying a date in good faith. 

26 4. "Certified check'' means a check accepted by the bank on 

27 which it is drawn. Acceptance may be made as stated in 

28 subsection l or by a writing on the check which indicates that 

29 the check is certified. The drawee of a check has no 

30 obligation to certify the check, and refusal to certify is ~ot 

31 dishonor of the check. 

32 Sec. 57. NEW SECTION. 554.3410 ACCEPTANCE VARYING DRAFT. 

33 1. If the terms of a drawee's acceptance vary from the 

34 terms of the draft as presented, the holder may refuse the 
35 acceptance and t~ea~ the draft as dishonored. In that case, 
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l the drawee may cancel the acceptance. 

2 2. The terms of a draft are not varied by an acceptance to 

3 pay at a particular bank or place in the United States, unless 

4 the acceptance states that the draft is to be paid only at 

5 that bank or place. 

6 3. 

7 terms 

If the holder assents to an acceptance varying the 

of a draft, the obligation of each drawer and endorser 

8 that does not expressly assent to the acceptance is 

9 discharged. 

10 Sec. 58. NEW SECTION. 554.3411 REFUSAL TO PAY CASHIER'S 

ll CHECKS, TELLER'S CHECKS, AND CERTIFIED CHECKS. 

12 l. In this section, "obligated bank" means the acceptor of 

13 a certified check or the issuer of a cashier's check or 

14 teller's check bought from the issuer. 

lS 2. If the obligated bank wrongfully (i) refuses to pay a 

16 cashier's check or certified check, (ii) stops payment of a 

17 teller's check, or (iii) refuses to pay a dishonored teller's 

18 check, the person asserting the right to enforce the check is 

19 entitled to compensation for expenses and loss of interest 

20 resulting from the nonpayment and may recover consequential 

21 damages if the obligated bank refuses to pay after receiving 

22 notice of particular circumstances giving rise to the damages. 

23 3. Expenses or consequential damages under subsection 2 

24 are not recoverable if the refusal of the obligated bank to 

25 pay occurs because (i) the bank suspends payments, (ii) the 

26 obligated bank asserts a claim or defense of the bank that it 

27 has reasonable grounds to believe is available against the 

28 person entitled to enforce the instrument, (iii) the obligated 

29 bank has a reasonable doubt whether the person demanding 

30 payment is the person entitled to enforce the instrument, or 

31 (iv) payment is prohibited by law. 

32 Sec. 59. NEW SECTION. 554.3412 OB~IGATION OF ISSUER OF 

33 NOTE OR CASHIER'S CHECK. 

34 Tr.e issuer of a note or cashier's check or other draft 

35 drawn o~ the drawer is obliged to pay the instrument (i) 
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1 according to its terms at the time it was issued or, if not 

2 issued, at the time it first came into possession of a holder, 

3 or (ii) if the issuer signed an incomplete instrument, 

4 according to its terms when completed, to the extent stated in 

5 sections 554.3115 and 554.3407. The obligation is owed to a 

6 person entitled to enforce the instrument or to an endorser 

7 who paid the instrument under section 554.3415. 

8 Sec. 60. NEW SECTION. 554.3413 OBLIGATION OF ACCEPTOR. 

9 1. The acceptor of a draft is obliged to pay the draft (i) 

10 according to its terms at the time it was accepted, even 

11 though the acceptance states that the draft is payable "as 

12 originally drawn" or equivalent terms, (ii) if the acceptance 

13 varies the terms of the draft, according to the terms of the 

14 draft as varied, or (iii) if the acceptance is of a draft that 

15 lS an incomplete instrument, according to its terms when 

16 completed, to the extent stated in sections 554.3115 and 

17 554.3407. The obligation is owed to a person entitled to 

18 enforce the draft or to the drawer or an endorser who paid the 

19 draft under section 554.3414 or 554.3415. 

20 2. If the certification of a check or other acceptance of 

21 a draft states the amount certified or accepted, the 

22 obligation of the acceptor is that amount. If (i) the 

23 ce:tification or acceptance does not state an amount, (ii) the 

24 amount of the instrument is subsequently raised, and (iii) the 

25 instrument is then negotiated to a holder in due course, the 

26 obligation of the acceptor is the amount of the instrument at 

27 the time it was taken by the holder in due course. 

28 Sec. 61. NEW SECTION. 554.3414 OBLIGATION OF DRAWER. 

29 1. This section does not apply to cashier's checks or 

30 other drafts drawn on the drawer. 

31 2. If an unaccepted draft is dishonored, the drawer is 

32 obliged to pay the draft (i) according to its terms at the 

33 time it was issued or, if not issued, at the time it first 

34 carne into possession of a holder, or (ii) if the drawer signed 

35 an incomplete instrument, according to its terms when 
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l completed, to the extent stated in sections 554.3115 and 

2 554.3407. The obligation is owed to a person entitled to 

3 enforce the draft or to an endorser who paid the draft under 
4 section 554.3415. 

5 3. If a draft is accepted by a bank, the drawer is 

6 discharged, regardless of when or by whom acceptance was 

7 obtained. 

8 4. If a draft is accepted and the acceptor is not a bank, 

9 the obligation of the drawer to pay the draft if the draft is 

10 dishonored by the acceptor is the same as the obligation of an 

11 endorser under section 554.3415, subsections l and 3. 

12 5. If a draft states that it is drawn "without recourse" 

13 or otherwise disclaims liability of the drawer to pay the 

14 draft, the drawer is not liable under subsection 2 to pay the 

15 draft if the draft is not a check. A disclaimer of the 

16 liability stated in subsection 2 is not effective if the draft 

17 is a check. 

18 6. If (i) a check 

19 a depositary bank for 

is not presented for payment or given to 

collection within thirty days after its 

20 date, (ii) the drawee suspends payments after expiration of 

21 the thirty-day period without paying the check, and (iii) 

22 because of the suspension of payments, the drawer is deprived 

23 of funds maintained with the drawee to cover payment of the 

24 check, the drawer to the extent deprived of funds may 

25 discharge its obligation to pay the check by assigning to the 

26 person entitled to enforce the check the rights of the drawer 

27 against the drawee with respect to the funds. 

28 Sec. 62. NEW SECTION. 554.3415 OBLIGATION OF ENDORSER. 

29 1. Subject to subsections 2, 3, and 4 and to section 

30 554.3419, subsection 3, if an instrument is dishonored, an 

31 endorser is obliged to pay the amount due on the instrument 

32 (i) according to the terms of the instrument at the time it 

33 was endorsed, or (ii) if the endorser endorsed an incomplete 

34 instrument, according to its terms when completed, to the 

35 extent stated in sections 554.3115 and 554.3407. The 
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1 obligation of the endorser is owed to a person entitled to 

2 enforce the instrument or to a subsequent endorser who paid 

3 the instrument under this section. 

4 2. If an endorsement states that it is made "without 

5 recourse" or otherwise disclaims liability of the endorser, 

6 the endorser is not liable under subsection 1 to pay the 

7 instrument. 

8 3. If notice of dishonor of an instrument is required by 

9 section 554.3503 and notice of dishonor complying with that 

10 section is not given to an endorser, the liability of the 

11 endorser under subsection 1 is discharged. 

12 4. If a draft is accepted by a bank after an endorsement 

13 ls made, the liability of the endorser under subsection 1 is 

14 discharged. 

15 5. If an endorser of a check is liable under subsection 1 

16 and the check is not presented for payment, or given to a 

!7 depositary bank for collection, within thirty days after the 

18 day the endorsement was made, the liability of the endorser 

19 under subsection 1 is discharged. 
20 Sec. 63. NEW SECTION. 554.3416 TRANSFER WARRANTIES. 

21 1. A person who transfers an instrument for consideration 

22 warrants to the transferee and, if the transfer is by 

23 endorsement, to any subsequent transferee that: 

24 a. the warrantor is a person entitled to enforce the 

25 instrurne~t; 

26 b. all signatures on the instrument are authentic and 

27 authorized; 
28 c. the instrument has not been altered; 

29 d. the instrument is not subject to a defense or claim in 

30 recoupment of any party which can be asserted against the 

31 warrantor; and 

32 e. the warrantor has no knowledge of any insolvency 

33 proceeding commenced with respect to the maker or acceptor or, 

34 in the case of an unaccepted draft, the drawe:. 

35 2. A person to whom the warranties under s~bsection 1 are 
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l made and who took the instrument in good faith may recover 

2 from the warrantor as damages for breach of warranty an amount 

3 equal to the loss suffered as a result of the breach, but not 

4 more than the amount of the instrument plus expenses and loss 
5 of interest incurred as a result of the breach. 
6 3. The warranties stated in subsection 1 cannot be 
7 disclaimed with respect to checks. Unless notice of a claim 

8 for bTeach of warranty is given to the warrantor within thirty 
9 days after the claimant has reason to know of the breach and 

10 the ide~tity of the warrantor, the liability of the warrantor 

ll under subsection 2 is discharged to the extent of any loss 

!2 caused by the delay in giving notice of the claim. 
13 4. A cause of action for breach of warranty under this 
14 sectio~ accrues when the claimant has reason to know of the 
15 breach. 

16 Sec. 64. NEW SECTION. 554.3417 PRESENTMENT WARRANTIES. 

17 1. If an unaccepted draft is presented to the drawee for 

18 paymen~ or acceptance and the drawee pays or accepts the 

19 draft, (i) the person obtaining payment or acceptance, at the 

20 time of presentment, and (ii) a previous transferor of the 

21 draft, at the time of transfer, warrant to the drawee making 

22 payment or accepting the draft in good faith that: 
23 a. the warrantor is, or was, at the time the warrantor 

24 transferred the draft, a person entitled to enforce the draft 
25 or authorized to obtain payment or acceptance of the draft on 
26 behalf of a person entitled to enforce the draft; 

27 b. the draft has not been altered; and 
28 c. the warrantor has no knowledge that the signature of 

29 the drawer of the draft is unauthorized. 

30 2. A drawee making payment may recover from any warrantor 
31 damages for breach of warranty equal to the amount paid by the 
32 drawee less the amount the drawee received or is entitled to 
33 receive from the drawer because of the payment. In addition, 

34 the drawee is entitled to compensation 

35 of interes: resulting from the breach. 
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1 drawee to recover damages under this subsection is not 

2 affected by any failure of the drawee to exercise ordinary 

3 care in making payment. If the drawee accepts the draft, 

4 breach of warranty is a defense to the obligation of the 

5 acceptor. If the acceptor makes payment with respect to the 

6 draft, the acceptor is entitled to recover from any warrantor 

7 for breach of warranty the amounts stated in this subsection. 

8 3. If a drawee asserts a claim for breach of warranty 

9 under subsection 1 based on an unauthorized endorsement of the 

10 draft or an alteration of the draft, the warrantor may defend 

11 by proving that the endorsement is effective under section 

12 554.3404 or 554.3405 or the drawer is precluded under section 

13 554.3406 or 554.4406 from asserting against the drawee the 

14 unauthorized endorsement or alteration. 

15 4. If (i) a dishonored draft is presented for payment to 

16 the drawer or an endorser or (ii) any other instrument is 

17 presented for payment to a party obliged to pay the 

18 instrument, and (iii) payment is received, the following rules 

19 apply: 

20 a. The person obtaining payment and a prior transferor of 

21 the instrument warrant to the person making payment in good 

22 faith that the warrantor is, or was, at the time the warrantor 

23 transferred the instrument, a person entitled to enforce the 

24 instrument or authorized to obtain payment on behalf of a 

25 person entitled to enforce the instrument. 

26 b. The person making payment may recover from any 

27 warrantor for breach of warranty an amount equal to the amount 

28 paid plus expenses and loss of interest resulting from the 

29 breach. 

30 5. The warranties stated in subsections 1 and 4 cannot be 

31 disclaimed with respect to checks. Unless notice of a claim 

32 for breach of warranty is given to the warrantor within thirty 

33 days after the claimant has reason to know of the breach and 

34 the identity of the warrantor, the liability of the warrantor 

35 under subsection 2 or 4 is discharged to the extent of any 
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1 loss caused by the delay in glvlng notice of the claim. 
2 6. A cause of action for breach of warranty under this 

3 section accrues when the claimant has reason to know of the 
4 breach. 
5 Sec. 65. 

6 MISTAKE. 

7 1. Except 

8 draft pays or 

NEW SECTION. 554.3418 PAYMENT OR ACCEPTANCE BY 

as provided 

accepts the 

in subsection 3, if the drawee of a 

draft and the 
9 mistaken belief that (i) payment of the 

drawee acted on the 

draft had not been 
10 stopped pursuant to section 554.4403 or (ii) the signature of 

11 the drawer of the draft was authorized, the drawee may recover 

12 the amount of the draft from the person to whom or for whose 

13 benefit payment was made or, in the case of acceptance, may 

14 revoke the acceptance. Rights of the drawee under this 
15 subsection are not affected by failure of the drawee to 
16 exercise ordinary care in paying or accepting the draft. 
17 2. Except as provided in subsection 3, if an instrument 

18 has been paid or accepted by mistake and the case is not 

19 covered by subsection 1, the person paying or accepting may, 

20 to the extent permitted by the law governing mistake and 

21 restitution, (i) recover the payment from the person to whom 

22 or for whose benefit payment was made or (ii) in the case of 

23 acceptance, may revoke the acceptance. 
24 3. The remedies provided by subsection l or 2 may not be 
25 asserted against a person who took the instrument in good 
26 faith and for value or who in good faith changed position in 

27 reliance on the payment or acceptance. This subsection does 

28 not limit remedies provided by section 554.3417 or 554.4407. 

29 4. Notwithstanding section 554.4215, if an instrument is 

30 paid or accepted by mistake and the payor or acceptor recovers 

31 payment or revokes acceptance under subsection 1 or 2, the 
32 instrument is deemed not to have been paid or accepted and is 
33 treated as dishonored, and the person from whom payment is 
34 recovered has rights as a person entitled to enforce the 

35 dishonored instrument. 
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1 Sec. 66. NEW SECTION. 554.3419 INSTRUMENTS SIGNED FOR 

2 ACCOMMODATION. 

3 1. If an instrument ~s issued for value given for the 

4 benefit of a party to the instrument ("accommodated party") 

5 and another party to the instrument ("accommodation party") 

6 signs the instrument for the purpose of incurring liability on 

7 the instrument without being a direct beneficiary of the value 

8 given for the instrument, the instrument is signed by the 

9 accommodation party "for accommodation." 

10 2. An accommodation party may sign the instrument as 

11 maker, drawer, acceptor, or endorser and, subject to 

12 subsection 4, is obliged to pay the instrument in the capacity 

13 in which the accommodation party signs. The obligation of an 

14 acco~~odation party may be enforced notwithstanding any 
15 statute of frauds and whether or not the accommodation party 

16 receives consideration for the accommodation. 

17 3. A person signing an instrument is presumed to be an 

18 accommodation party and there is notice that the instrument is 

19 signed for accommodation if the signature is an anomalous 

20 endorsement or is accompanied by words indicating that the 

21 signer is acting as surety or guarantor with respect to the 

22 obligation of another party to the instrument. Except as 
23 provided in section 554,3605, the obligation of an 

24 accommodation party to pay the instrument is not affected by 

25 the fact that the person enforcing the obligation had notice 

26 when the instrument was taken by that person that the 

27 accommodation party signed the instrument for accommodation. 

28 4. If the signature of a party to an instrument is 

29 accompanied by words indicating unambiguously that the party 

30 is guaranteeing collection rather than payment of the 

31 obligation of another party to the instrument, the signer is 

32 obliged to pay the amount due on the instrument to a person 

33 entitled to enforce the instrument only if {i) execution of 

34 :udgment agains~ the other party has been returned 

35 ~nsatisfied, {ii) the other party is insolvent or in an 
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1 insolvency proceeding, (iii) the other party cannot be served 

2 with process, or (iv) it is otherwise apparent that payment 
3 cannot be obtained from the other party. 

4 5. An accommodation party who pays the instrument is 

5 entitled to reimbursement from the accommodated party and is 

6 entitled to enforce the instrument against the accommodated 
7 party. An accommodated party who pays the instrument has no 
8 right of recourse against, and is not entitled to contribution 
9 from, an accommodation party. 

Sec. 67. NEW SECTION. 554.3420 CONVERSION OF INSTRUMENT. 10 

11 The law applicable 

12 applies to instruments. 

to conversion of personal property 

An instrument is also converted if it 

13 is taken by transfer, other than a negotiation, from a person 

14 not entitled to enforce the instrument or a bank makes or 

15 obtains payment with respect to the instrument for a person 

16 not entitled to enforce the instrument or receive payment. An 
17 action for conversion of an instrument may not be brought by 
18 (i) the issuer or acceptor of the instrument or (ii) a payee 

19 or endorsee who did not receive delivery of the instrument 

20 either directly or through delivery to an agent or a co-payee. 

21 2. In an action under subsection l, the measure of 

22 liability is presumed to be the amount payable on the 

23 instrument, but recovery may not exceed the amount of the 

24 plaintiff's interest in the instrument. 
25 3. A representative, other than a depositary bank, who has 
26 in good faith dealt with an instrument or its proceeds on 
27 behalf of one who was not the person entitled to enforce the 

28 instrument is not liable in conversion to that person beyond 

29 the amount of any proceeds that it has not paid out. 

30 PART 5 

31 DISHONOR 

32 Sec. 68. NEW SECTION. 554.3501 PRESENTMENT. 

33 1. "Presentment" means a demand made by or on behalf of a 
34 person entitled to enforce an instrument (i) to pay the 
35 instrument made to the drawee or a party obliged to pay the 
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1 instrument or, in the case of a note or accepted draft payable 

2 at a bank, to the bank, or ( i i ) to accept a draft made to the 

3 drawee. 

4 2. The following rules are subject to Article 4, agreement 

5 of the parties, and clearing-house rules and the like: 

6 a. Presentment may be made at the place of payment of the 
7 instrument and must be made at the place of payment if the 

8 instrument is payable at a bank in the United States; may be 

9 made by any commercially reasonable means, including an oral, 

10 written, or electronic communication; is effective when the 

ll demand for payment o~ acceptance is received by the person to 

12 whom present~ent is made; and is effective if made to any one 

13 of two or more makers, acceptors, drawees, or other payors. 

14 b. Upon demand of the person to whom presentment is made, 

15 the person making presentment must (i) exhibit the instrument, 

16 (ii) give reasonable identification and, if presentment is 

17 made on behalf of another person, reasonable evidence of 

18 authority to do so, and (iii) sign a receipt on the instrument 

19 for any payment made or surrender the instrument if full 

20 payment is made. 

21 c. Without dishonoring the instrument, the party to whom 

22 presentment is made may (i) return the instrument for lack of 

23 a necessary endorsement, or (ii) ref~se payment or acceptance 

24 for failure of the presentment to comply with the terms of the 
25 instrument, an agreement of the parties, or other applicable 
26 law or rule. 

27 d. The party to whom presentment is made may treat 

28 presentment as occurring on the next business day after the 

29 day of presentment if the party to whom presentment is made 

30 has established a cut-off hour not earlier than two p.m. for 

31 the receipt and processing of instruments presented for 

32 payment or acceptance and presentment is made after the cut-

33 off hour. 

34 Sec. 69. NEW SECTION. 554.3502 DISHONOR. 

35 l. Dishonor of a note is governed by the following r~les: 
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1 a. If the note is payable on demand, the note is 

2 dishonored if presentment is duly made to the maker and the 

3 note is not paid on the day of presentment. 

4 b. If the note is not payable on demand and is payable at 

5 or through a bank or the terms of the note require 

6 presentment, the note is dishonored if presentment is duly 

7 made and the note is not paid on the day it becomes payable or 

8 the day of presentment, whichever is later. 

9 c. If the note is not payable on demand and paragraph "b" 
10 does not apply, the note is dishonored if it is not paid on 

11 the day it becomes payable. 

12 2. Dishonor of an unaccepted draft other than a 

13 documentary draft is governed by the following rules: 

14 a. If a check is duly presented for payment to the payor 

15 bank otherwise than for immediate payment over the counter, 

16 the check is dishonored if the payor bank makes timely return 

17 of the check or sends timely notice of dishonor or nonpayment 

18 under section 554.4301 or 554.4302, or becomes accountable for 

19 the amount of the check under section 554.4302. 

20 b. If a draft is payable on demand and paragraph a does 

21 not apply, the draft is dishonored if presentment for payment 

22 is duly made to the drawee and the draft is not paid on the 

23 day of presentment. 

24 c. If a draft is payable on a date stated in the draft, 

25 the draft is dishonored if (i) presentment for payment is duly 

26 made to the drawee and payment is not made on the day the 

27 draft becomes payable or the day of presentment, whichever is 
28 la:er, or (ii) presentment for acceptance is duly made before 

29 the day the draft becomes payable and the draft is not 

30 accepted on the day of presentment. 

31 d. If a draft is payable on elapse of a period of time 

32 after sight or acceptance, the draft is dishonored if 

33 presentment for acceptance is duly made and the draft is not 

34 accepted on the day of presentment. 

35 3. Dishonor of an unaccepted documentary draft occurs 
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1 according to the rules stated in subsection 2, paragraphs "b'', 

2 "c", and "d", except that payment or acceptance may be delayed 

3 without dishonor until no later than the close of the third 

4 business day of the drawee following the day on which payment 

5 or acceptance is required by those paragraphs. 

6 4. Dishonor of an accepted draft is governed by the 

7 following rules: 

8 a. If the draft is payable on demand, the draft is 

9 dishonored if presentment for payment is duly made to the 

10 acceptor and the draft is not paid on the day of presentment. 

11 b. If the draft is not payable on demand, the draft is 

12 dishonored if presentment for payment is duly made to the 

13 acceptor and payment is not made on the day it becomes payable 

14 or the day of presentment, whichever is later. 

15 5. In any case in which presentment is otherwise required 

16 for dishonor under this section and presentment is excused 

17 under section 554.3504, dishonor occurs without presentment if 

18 the instrument is not duly accepted or paid. 

19 6. If a draft is dishonored because timely acceptance of 

20 the draft was not made and the person entitled to demand 

21 acceptance consents to a late acceptance, from the time of 

22 acceptance the draft is treated as never having been 

23 dishonored. 

24 Sec. 70. NEW SECTION. 554.3503 NOTICE OF DISHONOR. 

25 1. The obligation of an endorser stated in section 

26 554.3415, subsection 1 and the obligation of a drawer stated 

27 in section 554.3414, subsection 4, may not be enforced unless 

28 (i) the endorser or drawer is given notice of dishonor of the 

29 instrument complying with this section or (ii) notice of 

30 dishonor is excused under section 554.3504, subsection 2. 

31 2. Notice of dishonor may be given by any person; may be 

32 given by any commercially reasonable means, including an oral, 

33 written, or electronic communication; and is sufficient if it 

34 reasonably identifies the instrument and indicates that the 

35 instrument has been dishonored or has not been paid or 
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1 accepted. Return of an instrument given to a bank for 

2 collection is sufficient notice of dishonor. 

3 3. Subject to section 554.3504, subsection 3, with respect 

4 to an instrument taken for collection by a collecting bank, 

5 notice of dishonor must be given (i) by the bank before 

6 midnight of the next banking day following the banking day on 

7 which the bank receives notice of dishonor of the instrument, 

8 or (ii) by any other person within thirty days following the 

9 day on which the person receives notice of dishonor. With 

10 respect to any other instrument, notice of dishonor must be 

11 given within thirty days following the day on which dishonor 
12 occurs. 

13 Sec. 71. NEW SECTION. 554.3504 EXCUSED PRESENTMENT AND 

14 NOTICE OF DISHONOR. 

15 1. Presentment for payment or acceptance of an instrument 

16 is excused if (i) the person entitled to present the 

17 instrument cannot with reasonable diligence make presentment, 

18 (ii) the maker or acceptor has repudiated an obligation to pay 

19 the instru~ent or is dead or in insolvency proceedings, (iii) 

20 by the terms of the instrument presentment is not necessary to 

21 enforce the obligation of endorsers or the drawer, (iv) the 

22 drawer or endorser whose obligation is being enforced has 

23 waived presentment or otherwise has no reason to expect or 

24 right to require that the instrument be paid or accepted, or 

25 (v) the drawer instructed the drawee not to pay or accept the 

26 draft or the drawee was not obligated to the drawer to pay the 

27 draft. 

28 2. Notice of dishonor is excused if (i) by the terms of 

29 the instrument notice of dishonor is not necessary to enforce 

30 the obligation of a party to pay the instrument, or (ii) the 

31 party whose obligation is being enforced waived notice of 

32 dishonor. A waiver of presentment is also a waiver of notice 

33 of dishonor. 

34 3. Delay in giving notice of dishonor is excused if the 

35 delay was caused by circumstances beyond the control of the 
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1 person giving the notice and the person giving the notice 

2 exercised reasonable diligence after the cause of the delay 

3 ceased to operate. 

4 Sec. 72. NEW SECTION. 554.3505 EVIDENCE OF DISHONOR. 

5 1. The following are admissible as evidence and create a 

6 presumption of dishonor and of any notice of dishonor stated: 

7 a. a document regular in form as provided in subsection 2 

8 which purports to be a protest; 

9 b. a purported stamp or writing of the drawee, payor bank, 

10 or presenting bank on or accompanying the instrument stating 

11 that acceptance or payment has been refused unless reasons for 

12 the refusal are stated and the reasons are not consistent with 

13 dishonor; 

14 c. a book or record of the drawee, payor bank, or 

15 collecting bank, kept in the usual course of business which 

16 shows dishonor, even if there is no evidence of who made the 

17 entry. 

18 2. A protest is a certificate of dishonor made by a United 

19 States consul or vice consul, or a notary public or other 

20 person authorized to administer oaths by the law of the place 

21 where dishonor occurs. It may be made upon information 

22 satisfactory to that person. The protest must identify the 

23 instrument and certify either that presentment has been made 

24 or, if not made, the reason why it was not made, and that the 

25 instrument has been dishonored by nonacceptance or nonpayment. 

26 The protest may also certify that notice of dishonor has been 

27 given to some or all parties. 

28 

29 

PART 6 
DISCHARGE AND PAYMENT 

30 Sec. 73. NEW SECTION. 554.3601 DISCHARGE AND EFFECT OF 

3! DISCHARGE. 

32 1. The obligation of a party to pay the instrument is 

33 discharged as stated in this Article or by an act or agreement 

34 with the party which would discharge an obligation to pay 

35 money under a simple contract. 
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1 2. Discharge of the obligation of a party is not effective 

2 against a person acquiring rights of a holder in due course of 

3 the instrument without notice of the discharge. 

4 Sec. 74. NEW SECTION. 554.3602 PAYMENT. 

5 1. Subject to subsection 2, an instrument is paid to the 

6 extent payment is made (i) by or on behalf of a party obliged 

7 to pay the instrument, and (ii) to a person entitled to 

8 enforce the instrument. To the extent of the payment, the 

9 obligation of the party obliged to pay the instrument is 

10 discharged even though payment is made with knowledge of a 

11 claim to the instrument under section 554.3306 by another 

12 person. 

13 2. The obligation of a party to pay the instrument is not 

14 discharged under subsection 1 if: 

15 a. a claim to the instrument under section 554.3306 is 

16 enforceable against the party receiving payment and (i) 

17 payment is made with knowledge by the payor that payment is 

18 prohibited by injunction or similar process of a court of 

19 competent jurisdiction, or (ii) in the case of an instrument 

20 other than a cashier's check, teller's check, or certified 

21 check, the party making payment accepted, from the person 

22 having a claim to the instrument, indemnity against loss 

23 resulting from refusal to pay the person entitled to enforce 

24 the instrument; or 

25 b. the person making payment knows that the instrument is 

26 a stolen instrument and pays a person it knows is in wrongful 

27 possession of the instrument. 

28 Sec. 75. NEW SECTION. 554.3603 TENDER OF PAYMENT. 

29 1. If tender of payment of an obligation to pay an 

30 instrument is made to a person entitled to enforce the 

31 instrument, the effect of tender is governed by principles of 

32 law applicable to tender of payment under a simple contract. 

33 2. If tende: of payment of an obligation to pay an 

34 instrument is made to a person entitled to enforce the 

35 instrument and the tender is refused, there is discharge, to 
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1 the extent of the amount of the tender, of the obligation of 

2 an endorser or accommodation party having a right of recourse 

3 with respect to the obligation to which the tender relates. 

4 3. !f tender of payment of an amount due on an instrument 

5 is made to a person entitled to enforce the instrument, the 

6 obligation of the obligor to pay interest after the due date 

7 on the amount tendered is discharged. If presentment is 

8 required with respect to an instrument and the obligor is able 

9 and ready to pay on the due date at every place of payment 

10 stated in the instrument, the obligor is deemed to have made 

11 tender of payment on the due date to the person entitled to 

12 enforce the instrument. 

13 Sec. 76. NEW SECTION. 554.3604 DISCHARGE BY CANCELLATION 

14 OR RENUNCIATION. 

15 1. A person entitled to enforce an instrument, with or 

16 without consideration, may discharge the obligation of a party 

17 to pay the instrument (i) by an intentional voluntary act, 

18 such as surrender of the instrument to the party, destruction, 

19 mutilation, or cancellation of the instrument, cancellation or 

20 s:riking out of the party's signature, or the addition of 

2l words to the instrument indicating discharge, or (ii) by 

22 agreeing not to sue or otherwise renouncing rights against the 

23 party by a signed writing. 

24 2. Cancellation or striking out of an endorsement pursuant 

25 to subsection l does not affect the status and rights of a 

26 party derived from the endorsement. 

27 Sec. 77. NEW SECTION. 554.3605 DISCHARGE OF ENDORSERS 

28 AND ACCO~~ODATION PARTIES. 

29 1. In this section, the term ''endorser" includes a drawer 
30 having the obligation described in section 554.3414, 

31 subsection 4. 

32 2. Discharge, under section 554.3604, of the obligation of 

33 a party to pay an instrument does not discharge the obligation 

34 of an endorser or acco~~odation party having a right of 

35 recourse agains: the discharged party. 
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1 3. If a person entitled to enforce an instrument agrees, 

2 with or without consideration, to an extension of the due date 

3 of the obligation of a party to pay the instrument, the 

4 extension discharges an endorser or accommodation party having 

5 a right of recourse against the party whose obligation is 

6 extended to the extent the endorser or accommodation party 

7 proves that the extension caused loss to the endorser or 

8 accommodation party with respect to the right of recourse. 

9 4. If a person entitled to enforce an instrument agrees, 

10 with or without consideration, to a material modification of 

11 the obligation of a party other than an extension of the due 

12 date, the modification discharges the obligation of an 

13 endorser or accommodation party having a right of recourse 

14 against the person whose obligation is modified to the extent 

15 the modification causes loss to the endorser or accommodation 

16 party with respect to the right of recourse. The loss 

17 suffered by the endorser or accommodation party as a result of 

18 the modification is equal to the amount of the right of 

19 recourse unless the person enforcing the instrument proves 

20 that no loss was caused by the modification or that the loss 

21 caused by the modification was an amount less than the amount 

22 of the right of recourse. 

23 5. If the obligation of a party to pay an instrument is 
24 secured by an interest in collateral and a person entitled to 

25 enforce the instrument impairs the value of the interest in 

26 collateral, the obligation of an endorser or accommodation 

27 party having a right of recourse against the obligor is 

28 discharged to the extent of the impairment. The value of an 

29 interest in collateral is impaired to the extent (i) the value 

30 of the interest is reduced to an amount less than the amount 

31 of the right of recourse of the party asserting discharge, or 

32 (ii) the reduction in value of the interest causes an increase 

33 in the amount by which the amount of the right of recourse 

34 exceeds the value of the interest. The burden of proving 

35 impairment is on the party asserting discharge. 
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1 6. If the obligation of a party is secured by an interest 

2 in collateral not provided by an accommodation party and a 

3 person entitled to enforce the instrument impairs the value of 

4 the interest in colLateral, the obligation of any party who is 

5 jointly and severally liable with respect to the secured 

6 obligation is discharged to the extent the impairment causes 

7 the party asserting discharge to pay more than that party 

8 would have been obliged to pay, taking into account ~ights of 

9 contribution, if impairment had not occurred. If the party 

10 asserting discharge is an accommodation party not entitled to 

11 discharge under subsection 5, the party is deemed to have a 

12 right to contribution based on joint and several liability 

13 rather than a right to reimbursement. The burden of proving 

14 impairment is on the party asserting discharge. 

15 7. Under subsection 5 or 6, impairing value of an interest 

16 in collateral includes (i) failure to obtain or maintain 

17 perfection or recordation of the interest in collateral, (ii) 

18 release of collateral without substitution of collateral of 

19 equal value, (iii) failure to perform a duty to preserve the 

20 value of collateral owed, under Article 9 or other law, to a 

21 debtor or surety or other person secondarily liable, or ( i v) 

22 failure to comply with applicable law in disposing of 

23 collateral. 

24 8. An accommodation party is not discharged under 

25 subsection 3, 4, or 5 unless the person entitled to enforce· 

26 the instrument knows of the accommodation or has notice under 

27 section 554.3419, subsection 3, that the instrument was signed 

28 for accommodation. 

29 9. A party is not discharged under this section if (i) the 

30 party asserting discharge consents to the event or conduct 

31 that is the basis of the discharge, or (ii) the instrument or 

32 a separate agreement of the party provides for waiver of 

33 discharge under this section either specifically or by general 

34 language indicating that parties waive defenses based on 

35 suretyship or impairment of collateral. 
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1 Sec. 78. Section 554.4101, Code 1993, is amended to read 
2 as follows: 

3 554.4101 SHORT TITLE. 

4 This Article ~hall-be-known-ana may be cited as Uniform 

5 Commercial Code -- Bank Deposits and Collections. 

6 Sec. 79. Section 554.4102, Code 1993, is amended to read 
7 as follows: 

8 554.4102 APPLICABILITY. 

9 1. To the extent that items within this Article are also 

10 within the-~co~e-of Articles 3 and 8, they are subject to the 

11 provisions of those Articles. in-the-e¥ent-of If there is 

12 conflict~ the-~~o¥i~ion~-of this Article go¥e~n-tho~e-of 

13 governs Article 3~ but the-~~o¥i~ion~-of Article 8 go¥e~n 

14 tho~e-of governs this Article. 

15 2. The liability of a bank for action or nonaction with 

16 respect to any an item handled by it for purposes of 

17 presentment, payment~ or collection is governed by the law of 

18 the place where the bank is located. In the case of action or 

19 nonaction by or at a branch or separate office of a bank, its 

20 liability is governed by the law of the place where the branch 

21 or separate office is located. 

22 Sec. 80. Section 554.4103, Code 1993, is amended to read 

23 as follows: 

24 554.4103 VARIATION BY AGREEMENT -- MEASURE OF DAMAGES --

25 EER~AiS ACTION CONSTITUTING ORDINARY CARE. 

26 1. The effect of the provisions of this Article may be 

27 varied by agreeme~t exce~t-thet-no-ag~eement-ean, but the 

28 parties to the agreement cannot disclaim a bank's 

29 responsibility for its own lack of good faith or failure to 

30 exercise ordinary care or cen limit the measure of damages for 

31 ~~eh the lack or failure~-b~t. However, the parties may 

32 determine by agreement eete~mine the standards by which ~~en 

33 the bank's responsibility is to be measured if ~~eh those 

34 standards are not manifestly unreasonable. 

35 2. Federal Reserve regulations and operating lette~~ 
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1 circulars, clearing house rules, and the like; have the effect 

2 of agreements under subsection 1, whether or not specifically 

3 assented to by all parties interested in items handled. 

4 3. Action or nonaction approved by this Article or 

5 pursuant to Federal Reserve regulations or operating iette~s 
6 ee~st~t~tes circulars is the exercise of ordinary care and, in 

7 the absence of special instructions, action or nonaction 

8 consistent with clearing house rules and the like or with a 

9 general banking usage not disapproved by this Article, is 

10 prima facie eonst±t~tes the exercise of ordinary care. 

11 4. The specification or approval of certain procedures by 

12 this Article dees-~et-ee~st~t~te is not disapproval of other 

13 procedures wh±eh that may be reasonable under the 

14 circumstances. 

15 5. The measure of damages for failure to exercise ordinary 

16 care in handling an item is the amount of the item reduced by 

17 an amount wh±eh that could not have been realized by the ~se 

18 exercise of ordinary care 7 -and-whe~e. If there is also bad 

19 faith it includes any other damagesr-~f-any;-s~ffered-by the 

20 party suffered as a proximate consequence. 

21 Sec. 81. Section 554.4104, Code 1993, is amended to read 

22 as follows: 

23 554.4104 DEFINITIONS AND INDEX OF DEFINITIONS. 
24 1. In this ArticleL unless the context otherwise requiresl 

25 a. "Account" means any deposit or credit account with a 

26 ba~k a~d-±ne;~des, including a eheek±n~r-t±Me;-±nterest-e~ 

27 sa~~n~s-aeee~nt demand, time, savings, passbook, share draft, 

28 or like account, other than an account evidenced by a 

29 certificate of deposit; 
30 b. "Afternoon'' means the period of a day between noon and 

31 midnight; 

32 c. "Banking day" means that the part of a~y ~ day on which 

33 a bank is open to the public for carrying on substantially all 

34 of its banking functions but for the purposes of determining a 

35 bank's ~idnight deadline, shall net include Saturday, Sunday, 
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1 or any holiday when the federal reserve banks are not 

2 performing check clearing functions; 

3 d. "Clearing house" means any an association of banks or 

4 other payers regularly clearing items; 

5 e. "Customer" means any~ person having an account with a 

6 bank or for whom a bank has agreed to collect items and 

7 ine%~des, including a bank earry±n~ that maintains an account 
8 w±~~ ~ another bank; 
9 f. "Documentary draft" means any-negot±ab%e-or 

10 nonnegotiab%e-draft-wit~-aeeom~anying-doe~ments,-see~rities-or 

11 other-~apers-to-be-de%ivered-against-honor-of-the-dra£t ~ 

12 draft to be presented for acceptance or payment if specified 

13 documents, certified securities (section 554.8102) or 

14 instructions for uncertified securities (section 554.8102) or 

15 other certificates, statements, or the like are to be received 

16 by the drawee or other payor before acceptance or payment of 
17 the draft; 
18 g. "Draft" means a draft as defined in section 554.3104 or 
19 an item, other than an instrument, that is an order; 

20 h. "Dra1o1er" means a person ordered in a draft to make 

21 payment; 
22 i. "Item" means any-instrt1ment-for-t~e-payment-of-money 

23 even-tho~gh-it-is-not-negotiab%e-bt1~-does~not-inelude-money an. 

24 instrument or a promise ·or order to pay money handled by a 

25 bank for collection or payment. The term does not include a 
26 payment order governed by Article 12 or a credit or debit card 

27 slip; 

28 " i· 
29 midnight 

"Midnight deadline" with respect to a 
on its next banking day following the 

bank is 
banking day on 

30 which it receives the relevant item or notice or from which 

31 the time for taking action commences to run, whichever is 

32 later; 
33 i~--uPro~er~y-~ayab!eu-±nel~des-the-avaiiabii±ty-of-f~nds 

34 for-~eyment-at-the-t±me-of-deeision-to-pay-or-dishonot7 

35 ; .!5_. "Settle" means to pay in cash, by clearing house 
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1 settlement, in a charge or credit or by remittance, or 

2 otherwise as i~~tr~eted agreed. A settlement may be either 

3 provisional or final; 

4 It l. "Suspends payments" with respect to a bank means that 

5 it has been closed by order of the supervisory authorities, 

6 that a public officer has been appointed to take it over, or 

7 that it ceases or refuses to make payments in the ordinary 

8 course of business. 

9 2. Other definitions applying to this Article and the 

10 sections in which they appear are: 

11 "Agreeffient for electronic presentment''. 

12 "Bank". 

13 "Collecting bank". 

14 "Depositary bank", 

15 "Intermediary bank". 

16 "Payor bank''. 

17 "Presenting bank''. 

Section 554.4110. 

Section 554.4105. 

Section 554.4105. 

Section 554.4105. 

Section 554.4105. 

Section 554.4:!.05. 

Section 554.4105. 

18 nRe~~tt~~~-ba~ltn~-----------------------------Seet~o~-554~4~95. 

19 "Presentment notice". Section 554.4105. 

20 3. The following definitions in other Articles apply to 

21 this Article: 

22 "Acceptance''. 

23 

24 "Alteration". 

25 ''Cashiers check". 

Sect ion 55h3<HS 

554.3409. 

Section 554 .. 3407. 

Section 554.3104. 

26 "Certificate of deposit'', Section 554.3104. 

27 neert~~~eatio~n·------------------------------Seet~e~-554~3411~ 

28 "Certified check". Section 554.3409. 

29 "Check". Section 554.3104. 

30 "Draft". Section 554.3104. 

31 "Good faith". Section 554.3103. 

32 "Holder in due course''. Section 554.3302. 

33 ''Instrument''. Section 554.3104. 

34 "Notice of dishonor''. Section 55h35S9 

35 554.3503. 
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1 HOrder". Section 554.3103. 
2 "Ordinary care". Section 554.3103. 
3 "Person entitle to enforce". Section 554.3301. 
4 HPresentment". Section 5S•h3S64 

5 554.3501. 

6 uprotestu,------------------------------------Seetion-554•3569• 

7 useeondary-partyu,----------------------------Seetio"-554.3%6%. 

B "Promise''. Section 554.3103. 

9 "Prove... Section 554.3103. 

10 "Teller's check". 

11 "Unauthorized signature". 
12 4. In addition Article 

13 principles of construction 

14 throughout this Article. 

Section 554.3104. 

Section 554.3403. 

1 contains general definitions and 

and interpretation applicable 

15 Sec. 82. Section 554.4105, Code 1993, is amended to read 

16 as follows: 

17 554.4105 "BANK" -- "DEPOSITARY BANK" -- "INTERMEDIARY 

18 BANK" -- "COLLECTING BANK" -- "PAYOR BANK" -- "PRESENTING 

19 BANKB----UREIH'!'9fN6-BANK". 

20 In this Article ~"iess-the-eonte~t-etherwise-req~ires: 

2! 1. "Bank" means a person engaged in the business of 

22 banking, including a savings bank, savings and loan 

23 associa~ion, credit union, or trust company; 

24 a 2. "Depositary bank" means the first bank to whieh take 

25 an item is transferred-for-eoiieetio" even though it is also 

26 the payor bank, unless the item is presented for immediate 

27 payment over the counter; 

28 b 3. "Payor bank" means a bank by-whieh-an-item-io-payabie 

29 as-drawn-or-aeeepted that is the drawee of the draft; 

30 e 4. "Intermediary bank" means a"y a bank to which an item 

31 is transferred in course of collection except the depositary 

32 or payor bank; 

33 d 5. "Collecting bank" means any a bank handling H1e an 

34 item for collection except the payor bank; 

35 e 6. 11 Prese:1ting bank" means any a bank presenting an item 
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1 except a payor bank; 
2 £~--uRemittin9-ben~u-meens-eny-payo~-o~-inte~mediery-ban~ 

3 remitting-£or-en-item. 

4 Sec. 83. Section 554.4106, Code 1993, is amended to read 

5 as follows: 

6 554.4106 SEPARATE OFFICE OF A BANK. 

7 A branch or separate office of a bank is a separate bank 

8 for the purpose of computing the time within which and 

9 determining the place at or to which action may be taken or 

10 notices or orders shaii must be given under this Article and 
11 under Article 3. 

12 Sec. 84. Section 554.4107, Code 1993, is amended to read 

13 as follows: 

14 554.4107 TIME OF RECEIPT OF ITEMS. 

15 1. For the purpose of allowing time to process items, 

16 prove balances, and make the necessary entries on its books to 

17 determine its position for the day, a bank may fix an 

18 afternoon hour of two P.M. or later as a cutoff hour for the 

19 handling of money and items and the making of entries on its 

20 books. 

21 2. Any An item or deposit of money received on any day 

22 after a cutoff hour so fixed or after the close of the banking 

23 day may be treated as being received at the opening of the 

24 next banking day. 

25 Sec. 85. Section 554.4108, Code 1993, is amended to read 

26 as follows: 

27 554.4108 DELAYS. 

28 1. Unless otherwise instructed, a collecting bank in a 

29 good faith effort to secure payment mey,-in-the-ease of a 

30 specific items item drawn on a payor other than a bank, and 

31 with or without the approval of any person involved, may 

32 waive, modifyL or extend time limits imposed or permitted by 

33 this chapter for a period not in-exeess-e£-an exceeding two 

34 additional banking eey days without discharge of seeendery 

35 parties-end-witho~t drawers or endorsers or liability to its 
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1 transferor or a~y a prior party. 

2 2. Delay by a collecting bank or payor bank beyond time 

3 limits prescribed or permitted by this chapter or by 

4 instructions is excused if (i) the delay is caused by 

5 interruption of communication facilities, suspension of 

6 payments by another bank, war, emergency conditions, failure 

7 of equipment, or other circumstances beyond the control of the 

8 bank ~rov±ded-i~ and (ii) the bank exercises such diligence as 

9 the circumstances require. 

10 Sec. 86. NEW SECTION. 554.4110 ELECTRONIC PRESENTMENT. 

11 1. "Agreement for electronic presentment" means an 

12 agreement, clearing-house rule, or federal reserve regulation 

13 or operating circular, providing that presentment of an item 

14 may be made by transmission of an image of an item or 

15 information describing the item ("presentment notice") rather 

16 than delivery of the item itself. The agreement may provide 

17 for procedures governing retention, presentment, payment, 

18 dishonor, and other matters concerning items subject to the 

19 agreement. 

20 2. Presentment of an item pursuant to an agreement for 

21 presentment is made when the presentment notice is received. 

22 3. If presentment is made by presentment notice, a 

23 reference to "item" or "check" in the Article means the 

24 presentment notice unless the context otherwise indicates. 

25 Sec. 87. NEW SECTION. 554.4111 PAYABLE THROUGH OR 

26 PAYABLE AT BANK -- COLLECTING BANK. 

27 1. If an item states that it is "payable through" a bank 

28 identified in the item, (i) the item designates the bank as a 

29 collecting bank and does not by itself authorize the bank to 

30 pay the time, and (ii) the item may be presented for payment 

31 only by or through the bank. 

32 2. If an item states that it is "payable at• a bank 

33 identified in the item, the item is equivalent to a draft 

34 drawn on the bank. 

35 Sec. 88. NEW SECTION. 554.4112 STATUTE OF ~IM:TATIONS. 
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l An action to enforce an obligation, duty, or right arising 
2 under this Article must be commenced within three years after 

3 the cause of action accrues. 
4 Sec. 89. section 554.4201, Code 1993, is amended to read 

5 as follows: 

6 554.4201 PRES9MP~%9N-ANB-B9RA~%9N-9F-AGEN€¥ STATUS OF 

7 COLLECTING BANKS AS AGENT AND PROVISIONAL STATUS OF CREDITS 

8 APPLICABILITY OF ARTICLE-- ITEM ENDORSED "PAY ANY BANK". 

9 l. Unless a contrary intent clearly appears and ~~to~-to 

10 before the time that a settlement given by a collecting bank 

ll for an item is or becomes final~ ts~bseetion-3-o£-seetton 

12 554~4~~~-and-seetions-554~4~~~-and-554~4~%37 the bank, with 

13 resoect to the item, is an agent or subagent of the owner of 

14 the item and any settlement given for the item is provisional. 

15 This provision applies regardless of the form of endorsement 

16 o: lack of endorsement and even though credit given for the 

17 item is subject to immediate withdrawal as of right or is in 

18 fact withdrawn; but the continuance of ownership of an item by 

19 its owner and any rights of the owner to proceeds of the item 

20 are subject to rights of a collecting bank~ such as those 

21 resulting from outstanding advances on the item and ¥a%id 

22 rights of recoupment or setoff. When If an item is handled by 

23 banks for p~rposes of presentment, payment~ and collection, or 

24 return, the relevant provisions of this Article apply even 

25 though action of the parties clearly establishes that a 

26 particular bank has purchased the item and is the owner of it. 

27 2. After an item has been endorsed with the words "pay any 

28 bank" or the like, only a bank may acquire the rights of a 

29 holder until the item has been: 

30 a. ~ntii-the-±tem-has-been returned to the customer 

31 initiating collection; or 

32 b. antil-the-item-has-been ·specially endorsed by a bank to 

33 a person who is not a bank. 

34 Sec. 90. Section 554.4202, Code 1993, is amended to read 

35 as follows: 

-65-

• 



s.r. ------- H.F. 

1 554.4202 RESPONSIBILITY FOR COLLECTION OR RETURN -- WHEN 

2 ACTION SEAS9NABbE TIMELY. 

3 1. A collecting bank must ~~e exercise ordinary care in~ 

4 a. presenting an item or sending it for presentment; and 

5 b. sending notice of dishonor or nonpayment or returning 

6 an item other than a documentary draft to the bank's 

7 transferor or-d±rec~iy-~o-~he-depos±tary-~ank-~nder-~u~~ee~±on 

8 %-o£-~ect±on-554•4%~% after learning that the item has not 

9 been paid or accepted, as the case may be; ana 

10 c. settling for an item when the bank receives final 

11 settlement; and 

12 d. making-or-pro•±eing-for-any-neee~sary-prote~t~-and 

13 e. notifying its transferor of any loss or delay in 

14 transit within a reasonable time after discovery thereof. 

15 2. A collecting bank tak±ng-proper-aet±on-~efore-±~s 

16 m±dn±ght-dead~±ne-£oi~ow±ng-reee±p~-o£-an-±tem,-not±ee-or 

17 payment-acts-seasonab~y7-tak±ng-proper-ae~ion-wi~hin-a 

18 reasonabiy-ionger-~ime-may-~e-seasonabie-but-~he-~ank-ha~-~he 

19 b~rden-o£-so-estab~±shing exercises ordinary care under 

20 subsection 1 by taking proper action before its midnight 

21 deadline following receipt of an item, notice, or settlement. 

22 Taking proper action within a reasonably longer time may 

23 constitute the exercise of ordinary care, but the bank has the 

24 burden of establishing timeliness. 

25 3. Subject to subsection 1, paragraph "a" a bank is not 

26 liable for the insolvency, neglect, misconduct, mistake~ or 

27 default of another bank or person or for loss or destruction 

28 of an item in the oossession of others or in transit or-±n-~he 

29 possess±on-of-o~hers. 

30 Sec. 91, Section 554.4203, Code 1993, is amended to read 

31 as follows: 
32 554.4203 EFFECT OF INSTRUCTIONS. 

33 Subject to ~he-~ro•±s~or.s-o£ Article 3 concerning 

34 conversion of instrumer.ts (section 554.34t9 554.3420) and ~he 

35 ~rovis~ons-of-bo~h-Artie~~-3-and-th±s-Artie~e-eoneern±r.~ 
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1 restrictive endorsements (section 554.3206) only a collecting 

2 bank's transferor can give instructions whteh that affect the 

3 bank or constitute notice to it~ and a collecting bank is not 

4 liable to prior parties for any action taken pursuant to s~eh 

5 the instructions or in accordance with any agreement with its 

6 transferor. 

7 Sec. 92. Section 554.4204, Code 1993, is amended to read 

8 as follows: 

9 554.4204 METHODS OF SENDING AND PRESENTING -- SENDING 

10 BfRE€~ DIRECTLY TO PAYOR BANK. 

ll 1. A collecting bank m~st shall send items by ~ reasonably 

12 prompt method~ taking into consideration any relevant 

13 instructions, the nature of the item, the number of sMeh those 

14 items on hand, a~d the cost of collection involved~ and the 

15 method generally used by it or others to present sMeh those 

16 items. 

17 2. A collecting bank may send~ 

18 a. any ~ item dt~eet directly to the payor bank; 

19 b. any an item to any ~ nonbank payor if authorized by its 

20 transferor; and 

21 c. any an item other than documentary drafts to any 

22 nonbank payor, if authorized by Federal Reserve regulation or 

23 ope~ating ±ette~ circular, clearing house rule~ or the like. 

24 3. Presentment may be made by a presenting bank at a place 

25 where the payor bank or other payor has requested that 

26 presentment be made. 

27 Sec. 93. Section 554.4205, Code 1993, is amended by 

28 striking the section and inserting in lieu thereof the 

29 following: 

30 554.4205 DEPOSITORY BANK HOLDER OF UNINDORSED ITEM. 

31 If a customer delivers an item to a depositary bank for 

32 collection: 

33 1. The depository bank becomes a holder of the item at the 

34 time it receives the item for collection if the customer at 

35 the t:me of delive~y was a holder of the item, whether or not 
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1 the customer endorse the item, and, if the bank satisfies the 

2 other requirements of section 554.3302, it is a holder in due 

3 course; and 

4 2. The depository bank 

5 payor bank or other payor, 

warrants to collecting banks, the 

and the drawer that the amount of 

6 the item was paid to the customer or deposited to the 
7 customer's account. 

8 Sec. 94. Section 554.4206, Code 1993, is amended to read 

9 as follows: 

10 554.4206 TRANSFER BETWEEN BANKS. 

11 Any agreed method w~ie~ that identifies the transferor bank 

12 is sufficient for the item's further transfer to another bank. 

13 Sec. 95. Section 554.4207, Code 1993, is amended by 

14 striking the section and inserting in lieu thereof the 

15 following: 

16 554.4207 TRANSFER W~~RANTIES. 

17 1. A customer or collecting bank that transfers an item 

18 and receives a settlement or other consideration warrants to 

19 the transferee and to any subsequent collecting bank that: 

20 a. the warrantor is a person entitled to enforce the item; 

21 b. all signatures on the item are authentic and 

22 authorized; 

23 c. the item has not been altered; 

24 d. the item is not subject to a defense or claim in 

25 recoupment (section 554.3305, subsection 1) of any party than 

26 can be asserted against the warrantor; and 

27 e. the warrantor has no knowledge of any insolvency 

28 proceeding commenced with respect to the maker or acceptor or, 

29 in the case of an unaccepted draft, the drawer. 

30 2. If an item is dishonored, a customer or collecting bank 

31 transferring the item and receiving settlement or other 

32 consideration is obliged to pay the amount due on the item (i) 

33 according to the terms of the item at the time it was 

34 transferred, or (ii) if the transfer was an incomplete item, 

35 according to its terms when completed as stated in sections 
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1 554.3115 and 554.3407. The obligation of a transferor is owed 

2 to the transferee and to any subsequent collecting bank that 

3 takes the item in good faith. A transferor cannot disclaim 

4 its obligation under this subsection by an endorsement stating 

5 that it is made "without recourse" or otherwise disclaiming 
6 liability. 

7 3. A person to whom the warranties under subsection l are 

8 made and who took the item in good faith may recover from the 

9 warrantor as damages for breach of warranty an amount equal to 

10 the loss suffered as a result of the breach, but not more than 

11 the amount of the item plus expenses and loss of interest 

12 incurred as a result of the breach. 

13 4. The warranties stated in subsection 1 cannot be 
14 disclaimed with respect to checks. Unless notice of a claim 

15 for breach of warranty is given to the warrantor within thirty 
16 days after the claimant has reason to know of the breach and 

17 the identity of the warrantor, the warrantor is discharged to 

18 the extent of any loss caused by the delay in giving notice of 

19 the claim. 

20 5. A cause of action for breach of warranty under this 

21 section accrues when the claimant has reason to know of the 

22 breach. 

23 Sec. 96. Section 554.4208, Code 1993, is amended to read 

24 as follows: 

25 554.4208 

26 ACCOMPANYING 

SECURITY INTEREST OF COLLECTING 

DOCUMENTS AND PROCEEDS. 
BANK IN ITEMS, 

27 l. A collecting bank has a security interest in an item 

28 and any accompanying documents or the proceeds of either~ 

29 a. in case of an item deposited in an accountL to the 

30 extent to which credit given for the item has been withdrawn 

31 or applied; 

32 b. in case of an item for which it has givenL credit 

33 available for withdrawal as of right, to the extent of the 

34 credit given whether or not the credit is drawn upon ene 
35 whe~he~ or ne~ there lS a right of charge-back; or 
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1 c. if it makes an advance on or against the item. 

2 2. When If credit wh~eh-has-&een given for several items 

3 received at one time or pursuant to a single agreement is 

4 withdrawn or applied in partL the security interest remains 

5 upon all the items, any accompanying documents or the proceeds 

6 of either. For the purpcse of this section, credits first 

7 given are first withdrawn. 

8 3. Receipt by a collecting bank of a final settlement for 

9 an item is a realization on its security interest in the item, 

10 accompanying documents and proceeds. ~o-the-extent-ane-so So 

11 long as the bank does not receive final settlement for the 

12 item or give up possession of the item or accompanying 

13 documents for purposes other than collection, the security 

14 interest continues to that extent and is subject to the 

15 ~~o~~s~ons-o£ Article 9 exee~t-that, but: 

16 a. no security agreement is necessary to make the security 

17 interes: enforceable (s~bseet~on-i-UbU-o£ section 554•9~63 

18 554.9203, subsection 1, paragraph "a"); ane 

19 b. no filing is required to perfect the security interest; 

20 and 

21 c. the security interest has priority over conflicting 

22 perfected security interests in the item, accompanying 

23 documen:sL or proceeds. 
24 Sec. 97. Section 554.4209, Code 1993, is amended to read 

25 as follows: 

26 554.4209 WHEN BANK GIVES VALUE FOR PURPOSES OF HOLDER IN 

27 DUE COURSE. 
28 For purposes of determining its status as a holder in due 

29 course, the ~ bank has given value to the extent that it has a 

30 security interest in an item pro~~eee-that~ the bank 

31 otherwise complies with the requirements of section 554.3302 

32 on what constitutes a holder in due course. 

33 Sec. 98. Section 554.4210, Code 1993, is amended to read 

34 as follows: 
35 554.4210 PRESENTMENT BY NOTICE OF ITEM NOT PAYABLE BY, 
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1 THROUGH OR AT A BANK -- LIABILITY OF SECONDARY PARTIES. 

2 1. Unless otherwise instructed, a collecting bank may 

3 present an item not payable by, through or at a bank by 

4 sending to the party to accept or pay a written notice that 

5 the bank holds the item for acceptance or payment. The notice 

6 must be sent in time to be received on or before the day when 

7 presentment is due and the bank must meet any requirement of 

8 the party to accept or pay under section 554.3565 554.3501 by 

9 the close of the bank's next banking day after it knows of the 

10 requirement. 

11 2. Wne~e If presentment is made by notice and "eithe~ 

12 hoMo~-~o~ payment, acceptance, or request for compliance with 

13 a requirement under section 554.3565 554.3501 is received by 

14 the close of business on the day after maturity orL in the 

15 case of demand itemsL by the close of business on the third 

16 banking day a:ter notice was sent, the presenting bank may 

17 treat the item as dishonored and charge any seeonda~y-~a~ty 

18 drawer or endorser by sending the-seeonea~y-pa~ty ll notice of 

19 the facts. 

20 Sec. 99. Section 554.4211, Code 1993, is amended by 

21 striking the section and inserting in lieu thereof the 

22 following: 

23 554.42:1 MEDIUM AND TIME OF SETTLEMENT BY BANK. 

24 l. With respect 

25 time for settlement 

to settlement by a bank, the medium and 

may be prescribed by federal reserve 
26 regulations or circulars, clearing-house rules, and 
27 or agreement. In the absence of such prescription: 
28 a. 

29 account 

30 person 

31 b. 

the medium of settlement is 

in a federal reserve bank 

to receive settlement; and 

the time of settlement is: 

cash or credit to 

of or specified by 

the 

an 

the 

3 2 ( 1) with respect to tender of settlement by cash, a 

like, 

33 cashie='s check, or teller's check, when the case or check ls 

34 sent or de:ivered. 

35 (2) wi:h respect to tender of settlement by credit in an 
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1 account in a federal reserve bank, when the credit is made. 

2 (3) with respect to tender of settlement by a credit or 

3 debit to an account in a bank, when the credit or debit made 

4 or, in the case of tender of settlement by authority to charge 

5 an account, when the authority is sent or delivered; or 

6 (4) with respect to tender of settlement by a funds 

7 transfer, when payment is made pursuant to section 554.12406, 

8 subsection 1 to the person receiving the settlement. 

9 2. If the tender of settlement is not by a medium 

10 authorized by subsection l or the time of settlement is not 

11 fixed by subsection 1, no settlement occurs until the tender 

12 of settlement is accepted by the person receiving the 

13 settlement. 

14 3. If settlement for an item is made by cashier's check or 

15 teller's check and the person receiving settlement, before its 

16 midnight deadline: 

17 a. presents or forwards the check for collection, 

18 settlement is final when the check is finally paid; or 

19 b. fails to present or forward the check for collection, 

20 settlement is final at the midnight deadline of the person 

21 receiving settle~ent. 

22 4. If settle~ent for an item is made by giving authority 

23 to charge the account of the bank giving settlement in the 

24 bank receiving settlement, settlement is final when the charg~ 

25 is made by the bank receiving settlement if there are funds 

26 available in the account for the amount of the item. 

27 Sec. 100. Section 554.4212, Code 1993, is amended to read 

28 as follows: 

29 554.4212 RIGHT OF CHARGE-BACK OR REFUND -- LIABILITY OF 

30 COLLECTING BANK -- RETURN OF ITEM. 

31 1. If a collecting bank has made provisional settlement 

32 with its customer for an item and ~~~e%~ fails by reason of 

33 dishonor, suspension of payments by a bank~ or otherwise to 

34 receive e settle~ent for the item which is or becomes final, 

35 the bank may revoke the settlement given by it, charge back 
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l the amount of any credit given for the item to its customer's 

2 accountL or obtain refund from its customer whether or not it 

3 is able to return the ~t@M~ item, if by its midnight deadline 

4 or within a longer reasonable time after it learns the facts 

5 it returns the item or sends notification of the facts. If 

6 the return or notice is delayed beyond the bank's midnight 

7 deadline or a longer reasonable time after it learns the 

8 facts, the bank may revoke the settlement, charge back the 

9 credit, or obtain refund from its customer, but it is liable 
10 for any loss resulting from the delay. These rights to 

1l revoke, charge back and obtain refund terminate if and when a 

12 settlement for the item received by the bank is or becomes 

13 final t~~b~eet~on-3-of-~eet~on-55474%11-and-~~bseetion~-%-and 

14 3-of-~eetion-55474%13t. 

15 %7--W~thin-the-t~Me-and-Manner-pre~erib@d-by-thi~-~eetion 

16 and-~eetion-55474391,-an-intermediary-or-payor-ban~,-a~-the 

17 ease-may-be 7 -may-retorn-an-~npaid-item-direetly-to-the 

18 d@po~i~ary-ban~-and-may-~end-for-eo1leetion-a-draft-on-the 

19 d@positary-bank-and-obtain-reiMb~rsement7--Tn-~~eh-ease,-if 

20 th@-depositary-bank-has-ree@i¥ed-provisional-settlement-for 

21 the-item,-it-m~~t-reimb~rse-the-bank-drawing-the-draft-and-any 

22 provisionel-eredits-for-the-item-between-benk~-~hali-b@eome 

23 and-remain-final~ 

24 2. A collectina bank returns an item when it is sent or 

25 ce:ivered to the bank's customer or transferor or pursuant to 

26 its instructions. 

27 3. A depositary bank whieh that is also the payor may 

28 charge back the amount of an item to its customer's account or 

29 obtain refund in accordance with the section governing return 

30 of an item received by a payor bank for credit on its books 

31 (section 554.4301). 

32 4. The right to charge-back is not affected by~ 

33 a. prior orevious use of the a credit given for the item; 

34 or 

35 b. failure by any bank to exercise ordinary care with 
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1 respect to the itemL but any ~ bank so failing remains liable. 

2 5. A failure to charge-back or claim refund does not 

3 affect other rights of the bank against the customer or any 
4 other party. 

5 6. If credit is given in dollars as the equivalent of the 

6 value of an item payable in a foreign e~rreney money, the 

7 dollar amount of any charge-back or refund shaii must be 

8 calculated on the basis of the b~ying-sight bank-offered spot 

9 rate for the foreign e~rreney money prevailing on the day when 

10 the person entitled to the charge-back or refund learns that 

11 it will not receive payment in ordinary course. 

12 Sec. 101. Section 554.4213, Code 1993, is amended to read 
13 as follows: 

14 554.4213 FINAL PAYMENT OF ITEM BY PAYOR BANK --WHEN 

15 PROVISIONAL DEBITS AND CREDITS BECOME FINAL -- WHEN CERTAIN 

16 CRED!TS BECOME AVAILABLE FOR WITHDRAWAL. 

17 1. An item is finally paid by a payor bank when the bank 

18 has first done any of the following,-whiehe~er-ha~~ens-first: 

19 a. paid the item in cash; or 

20 b. settled for the item without reser~ing having a right 

21 to revoke the settlement ana-withotlt-ha~ing-stteh-right under 

22 statute, clearing house ruleL or agreement; or 
23 e7--eomp~etea-the-~roeess-of-~osting-the-item-to-the 

24 indieated-aeeotlnt-of-the-arawer 7 -maker-or-other-~erson-to-be 

25 ehargea-therewith;-or 

26 d c. made a provisional settlement for the item and failed 

27 to revoke the settlement in the time and manner permitted by 

28 statute, clearing house rule, or agreement. 

29 H~on-a-finai-~ayment-~nder-sab~aragra~hs-ue,u-ueu-or-udu 

30 the-~ayor-bank-shaii-be-aeeo~ntabie-for-the-amoant-of-the 

31 item7 

32 % 3. If provisional settlement for an item between the 

33 presenting and payor banks is made through a clearing house or 

34 by debits or credits in an account between them, then to the 

35 exten: that provisional debits or credits for the item are 
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1 entered in accounts between the presenting and payor banks or 

2 between the presenting and successive prior collecting banks 

3 seriatim, they become final upon final payment of the item by 

4 the payor bank. 

5 3 4. If a collecting bank receives a settlement for an 

6 item which is or becomes final ts~~section-3-o£-seetion 

7 554~4~~~.-s~~seetion-~-of-thie-seetiont the bank is 

8 accountable to its customer for the amount of the item and any 

9 provisional credit given for the item in an account with its 

10 customer becomes final. 

11 4 5. Subject to ~(~i2)~a~p~p~l~i~c~a~b~l~e~l~a~w~~s~t~a~t~i~n~g~a~t~i~m~e~~fo~r 
12 availability of funds and (ii) any right of the bank to apply 

13 the credit to an obligation of the customer, credit given by a 

14 bank for an item in en-aeeo~nt-with-±ts-e~stomer a customer's 

15 account becomes available for withdrawal as of right: 

16 a. in-any-ease-where if the bank has received a 

17 provisional settlement for the item, -- when s~eh the 

18 settlement becomes final and the bank has had a reasonable 

19 time to ~earn-thet-the-sett~ement-is-f±na~ receive return of 

20 the item and the item has not been received in that time; 

21 b. in-any-ease-where if the bank is both e the depositary 
22 bank and a the payor bankL and the item is finally paid, -- at 

23 the opening of the bank's second banking day following receipt 

24 of the item. 

25 5. A-deposit-of-money-±n-a-~ank-is-finei-when-made-b~t,· 

26 s~b;eet Subject to applicable law stating a time for 

27 availability of funds and any right of the ~bank to apply the 

28 ~ deposit of money to an obligation of the customer, the 

29 deposit becomes available for withdrawal as of right at the 

30 opening of the bank's next banking day £oi%ow±ng after receipt 

31 of the deposit. 

32 Sec. 102. Section 554.4214, Code 1993, is amended to read 

33 as follows: 

34 554.4214 INSOLVENCY AND PREFERENCE. 

35 1. Any If an item is in or coming comes into ~he 
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1 possession of a payor or collecting bank whteh that suspends 

2 payment and whteh the item ts has not been finally paid shell~ 

3 the item must be returned by the receiver, trusteeL or agent 

4 in charge of the closed bank to the presenting bank or the 

5 closed bank's customer. 

6 2. If a payor bank finally pays an item and suspends 

7 payments without making a settlement for the item with its 

8 customer or the presenting bank which settlement is or becomes 

9 final, the owner of the item has a preferred claim against the 

10 payor bank. 

11 3. If a payor bank gives or a collecting bank gives or 

12 receives a provisional settlement for an item and thereafter 

13 suspends payments, the suspension does not prevent or 

14 interfere with the se~~±ement settlements becoming final if 

15 s~eh the finality occurs automatically upon the lapse of 

16 certain time or the happening of certain events tsabseetten-3 

17 ef-seet±en-554~4~%%,-sabseettens-±-neu,-~-ene-3-e£-see~ien 

18 5S4~4~~3t. 

19 4. If a collecting bank receives from subsequent parties 

20 settlement for an item which settlement is or becomes final 

21 and the bank suspends payments without making a settlement for 

22 the item with its customer which settlement is or becomes 

23 final, the owner of the item has a preferred claim against 

24 s~eh the collectina bank. --- . 
25 Sec. 103. NEW SECTION. 554.4215 PRESENTMENT WARRANTIES. 

26 1. If an unaccepted draft is presented to the drawee for 

27 payment or acceptance and the drawee pays or accepts the 

28 draft, (i) the person obtaining payment or acceptance, at the 

29 time of presentment, and (ii) a 

30 draft, at the time of transfer, 

previous transferor of the 

warrant to the drawee that 

31 pays or accepts the draft in good faith that: 

32 a. the warrantor is, or was, at the time the warrantor 

33 transferred the draft, a person entitled to enforce the draft 

34 or authorized to obtain payment or acceptance of the draft en 

35 behalf of a person entitled to enforce the draft; 
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l b. the draft has not been altered; and 

2 c. the warrantor has no knowledge that the signature of 

3 the purported drawer of the draft is unauthorized. 

4 2. A drawee making payment may recover from a warrantor 

5 damages for breach of warranty equal to the amount paid by the 

6 drawee less the amount the drawee received or is entitled to 

7 receive from the drawer because of the payment. In addition, 

8 the drawee is entitled to compensation for expenses and loss 

9 of interest resulting from the breach. The right of the 

10 drawee to recover damages under this subsection is not 

ll affected by any failure of the drawee to exercise ordinary 

12 care in making payment. If the drawee accepts the draft (i) 

13 breach of warranty is a defense to the obligation of the 

14 acceptor, and (ii) if the acceptor makes payment with respect 

15 to the draft, the acceptor is entitled to recover from a 

16 warrantor for breach of warranty the amounts stated in this 

17 subsection. 

18 3. If a drawee asserts a claim for breach of warranty 

19 under subsection 1 based on an unauthorized endorsement of the 

20 draft or an alteration of the draft, the warrantor may defend 

21 by proving that the endorsement is effective under section 

22 554.3404 or 55~.3405 or the drawer is precluded under section 

23 554.3406 or 554.4406 from asserting against the drawee the 

24 unauthorized endorsement or alteration. 
25 4. If (i) a dishonored draft is presented for payment to 

26 the drawer or an endorser or (ii) any other item is presented 

27 for payment to a party obliged to pay the item, and the item 

28 is paid, the person obtaining payment and a prior transferor 

29 of the item warrant to the person making payment in good faith 

30 that the warrantor is, or was, at the time the warrantor 

31 transferred the item, a person entitled to enforce the item or 

32 authorized to obtain payment on behalf of a person entitled to 

33 enforce the iten. The person maKing payment may recover from 

34 any warrantor for breach of warranty an amount equal to the 

35 anount paid plus expenses and loss of interest resulting from 
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1 the breach. 

2 5. The warranties stated in subsections 1 and 4 cannot be 

3 disclaimed with respect to checks. Unless notice of a claim 

4 for breach of warranty is given to the warrantor with thirty 

5 days after the claimant has reason to know of the breach and 

6 the identity of the warrantor, the warrantor is discharged to 
7 the extent of any loss caused by the delay in giving notice of 
8 the claim. 

9 6. A cause of action for breach of warranty under this 

10 section accrues when the claimant has reason to know of the 
11 breach. 

12 Sec. 104. NEW SECTION. 554.4216 ENCODING AND RETENTION 

13 WARRANTIES. 

14 1. A person who encodes information on or with respect to 

15 an item after issue warrants to any subsequent collecting bank 
16 and to the payor ba~k or other payor that the information is 
17 correctly encoded. If the customer of a depositary bank 

18 encodes, that bank also makes the warranty. 

19 2. A person who undertakes to retain an item pursuant to 

20 an agreement for electronic presentment warrants to any 

21 subsequent collecting bank and to the payor bank or other 

22 payor that retention and presentment of the item comply with 

23 the agreement. If a customer of a depository bank undertakes 
24 to retain an item, that bank also makes this warranty. 
25 3. A person to whom warranties are made under this section 
26 and who took the item in good faith may recover from the 
27 warrantor as damages for breach of warranty an amount equal to 

28 the loss suffered as a result of the breach, plus expenses and 
29 loss of interest incurred as a result of the breach. 

30 Sec. 105. Section 554.4301, Code 1993, is amended to read 

31 as follows: 
32 554.4301 DEFERRED POSTING -- RECOVERY OF PAYMENT BY RETURN 

33 OF ITEMS -- TIME OF DISHONOR -- RETURN OF ITEMS BY PAYOR BANK. 

34 l. W~e~e-a"-au~~o~ized-sett~eme"t If a payor settles for a 
35 demand item tether than a documentary draftt-~eeeived-oy-a 
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l ~ayor-bank presented otherwise than for immediate payment over 

2 the counter ha~-b@@n-made before midnight of the banking day 

3 of receipt~ the payor bank may revoke the settlement and 

4 recover any the payment settlement if~ before it has made 

5 final payment t~ab~@etion-~-o~-aeetion-554•4ii3t and before 

6 its midnight deadline~ it 

7 a. returns the item; or 

8 b. sends written notice of dishonor or nonpayment if the 

9 item is he:d-for-~rote~t-or-i~-o~herwiae unavailable for 

10 return; and the item or notice includes the reason for 

ll dishonor or nonpayment. 

12 2. If a demand item is received by a payor bank for credit 

13 on its books~ it may return aaeh the item or send notice of 

14 dishonor and may revoke any credit given or recover the amount 

15 the~eof withdrawn by its customer, if it acts within the time 

16 limit and in the manner specified in ~he-preeed±ns subsection 

17 l. 

18 3. Unless previous notice of dishonor has been sent~ an 

19 item is dishonored at the time when for purposes of dishonor 

20 it is returned or notice sent~ in accordance with this 

21 section. 

22 4. An item is returned: 

23 a. as to an item reee±~ed presented through a clearing 

24 house, when it is delivered to the presenting or last 

25 collecting bank or to the clearing house or is sent or 

26 delivered in accordance with ita clearing house rules; or 

27 b. in all other cases, when it is sent or delivered to the 

28 bank's customer or transferor or pursuant to that customer's 

29 or transferor's instructions. 

30 Sec. 106. Section 554.4302, Code 1993, is amended to read 

31 as follows: 

32 554.4302 PAYOR BANK'S RESPONSIBILITY FOR LATE RETURN OF 

33 ITEM. 

34 1. fn-the-ab~enee-of-e-~a:id-defenae-aaeh-ea-breaeh-of-e 

35 preaen~ment-warrenty-taab~eetion-:-of-aeetion-554·4~9~t• 
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1 ~e~~lement-e££ee~ee-or-the-t%ke;-%£ If an item is presented on 

2 to and received by a payor bank~ the bank is accountable for 

3 the amount of: 

4 a. a demand itemL other than a documentary draftL whether 

5 properly payable or notL if the bank, in any case where in 

6 which it is not also the depositary bank, retains the item 

7 beyond midnight of the banking day of receipt without settling 

8 for it or, regarete~~-e£ whether or not it is also the 

9 depositary bank, does not pay or return the item or send 
10 notice of dishonor until after its midnight deadline; or 

11 b. any other properly payable item unless, within the time 

12 allowed for acceptance or payment of that itemL the bank 

13 either accepts or pays the item or returns it and accompanying 

14 documents. 

15 2. The liability of a payor bank to pay an item pursuant 

16 to subsection 1 is subject to defenses based on breach of a 

17 presentment warranty (section 554.4208) or proof that the 

18 person seeking enforcement of the liability presented or 

l9 transferred the item for the purpose of defrauding the payor 

20 bank. 

21 Sec. 107. Section 554.4303, Code 1993, is amended to read 

22 as follows: 

23 554.4303 WHEN ITEMS SUBJECT TO NOTICE, 5~8P-8RBER STOP-

24 PAYMENT ORDER, LEGAL PROCESS£ OR SETOFF ORDER IN WrliCH 

25 ITEMS MAY BE CHAHGED OR CERTIFIED. 
26 ~. Any knowledge, notice£ or ~~ep-order stop-payment order 

27 received by, legal process served upon, or setoff exercised by 

28 a payor bank,-whe~her-or-ne~-e££ee~%Ye-~nder-e~her-rttte~-ef 

29 taw comes too late to terminate, suspendL or modify the bank's 

30 right or duty to pay an item or to charge its customer's 

31 account for the item;-eeme~-tee-ta~e-te-~e-term%na~e,-~~~pend 

32 or-med%fy-stteh-r%ght-er-e~ty if the knowledge, notice, ste~ 

33 erder stop-payment order, or 

34 served and a reasonable time 

legal process is received or 

for the bank to act thereon 
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1 earliest of the following: 

2 a. aeee~ted-or-eettified the bank accepts or certifies the 

3 item; 

4 b. ~aid the bank pays the item in cash; 

5 c. settled the bank settles for the item without teservi~g 

6 having a right to revoke the settlement end-withottt-havi~g 

7 s~eh-tight under statute, clearing house ruleL or agreement; 

8 a~--eom~teted-the-proeess-of-posting-the-item-to-the 

9 i~dieated-aeeottnt-of-the-dtewer,-meker-or-othet-~er~o~-to-be 

10 eharged-therewith-or-othetwise-has-evide~eed-by-examination-of 

11 stteh-i~dieated-aeeottnt-and-by-aetion-its-deeisio~-to-~ay-the 

12 item7 or 

13 e d. beeome the bank becomes accountable for the amount of 

14 the item under s~bseetio~-:-udu-of-seetion-554~4%%3-and 

15 section 554.4302 dealing with the payor bank's responsibility 

16 for late return of items~; or 

17 e. with respect to checks, a cutoff hour no earlier than 

18 one hour after the opening of the next banking day after the 

19 banking day on which the bank received the check and no later 

20 than the close of that next banking day or, if no cutoff hour 

21 is fixed, the close of the next banking day after the banking 

22 day on which the bank received the check. 

23 2. Subject to the-ptovisio~s-of subsection 1 items may be 

24 accepted, paid, certified or charged to the indicated account 

25 of its customer in any order eo~venie~t-to-the-ba~k. 

26 Sec. 108. Section 554.4401, Code 1993, is amended to read 
27 as follows: 

28 554.4401 WrlEN BANK MAY CHARGE CUSTOMER'S ACCOUNT. 

29 1. As-against-its-ettstomer,-a A bank may charge against 

30 the customer's account any of a customer an item whieh that is 

31 otherwise properly payable from that account even though the 

32 charge creates an overdraft. An item is properly payable if 

33 it is authorized by the customer and is in accordance with any 

34 agreement between the customer and bank. 

35 2. A cus:omer is not liable for the amount of an overdraft 
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1 if the customer neither signed the item nor benefited from the 
2 proceeds of the item. 

3 3. A bank may charge against the account of a customer a 

4 check that is otherwise properly payable from the account, 

5 even though payment was made before the date of the check, 

6 unless the customer has given notice to the bank of the 

7 postdating describing the check with reasonable certainty. 

8 The notice is effective for the period stated in section 

9 554.4403, subsection 2, for stop-payment orders, and must be 

10 received at such time and in such manner as to afford the bank 

11 a reasonable opoortunity to act on it before the bank takes 

12 any action with respect to the check described in section 

13 554.4303. If a bank charges against the account of a customer 

14 a check before the date stated in the notice of postdating, 

15 the bank is liable for damages for the loss resulting from its 

16 ac~. The loss may include damages for dishonor of subsequent 

17 items under section 554.4402. 

18 ~ 4. A bank whieh that in good faith makes payment to a 

19 holder may charge the indicated account of its customer 

20 according to~ 
21 a. the original ~enor terms of the customer's altered 

22 item; or 

23 b. the tenor terms of the customer's completed item, ever. 

24 though the bank knows the item has been completed unless the 

25 bank has notice that the completion was improper. 

26 Sec. 109. Section 554.4402, Code 1993, is amended to read 

27 as follows: 

28 554.4402 BANK'S LIABILITY TO CUSTOMER FOR WRONGFUL 

29 DISHONOR -- TIME OF DETERMINING INSUFFICIENCY OF ACCOUNT. 

30 1. Except as otherwise provided in this Article, a payor 

31 bank wrongfully dishonors an item if it dishonors an item that 

32 is prooerly payable, but a bank may dishonor an item that 

33 would crea:e an overdraft unless it has agreed to pay the 

34 overdraft. 

35 2. A payor ban~ is liable to its customer for damages 
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1 proximately caused by the wrongful dishonor of an item. Whe" 

2 tne-disho"e~-eeea~s-tn~oagn-m±stake-iiab±i±ty Liability is 

3 limited to actual damages proved.--%f-so-proximateiy-eattsed 

4 and-proved-damages and may include damages for an arrest or 

5 prosecution of the customer or other consequential damages. 

6 Whether any consequential damages are proximately caused by 

7 the wrongful dishonor is a question of fact to be determined 

8 in each case. 
9 3. A payor bank's determination of the customer's account 

10 balance on which a decision to dishonor for insufficiency of 

1: available funds is based ma:t be made at an:t time between tne 

12 time the item is received by the eayor bank and the time tnat 

13 the pa:tor bank returns the item or gives notice in lieu of 

14 return, and no more than one determination need be made. If, 

15 at the election of the pa:tor bank, a subsequent balance 

16 determination is made for the eureoses of reevaluating the 

17 bank's dec:sion to dishonor the item, the account balance at 

18 the time is determinative of whether a dishonor for 

19 insuff:ciency 

20 Sec. llO. 
of available funds is wrongful. 

Section 554.4403, Code 1993, is amended to read 

21 as follows: 

22 554.4403 CUSTOMER'S RIGHT TO STOP PAYMENT -- BURDEN OF 

23 PROOF OF LOSS. 

24 l. A customer may-by-o~de~-to-the-e~stomer~s-ba"k-step 

25 payment-of-any-item-payabie-fo~-tne-e~stomer~s-aeeottnt-bat-the 

26 e~de~-mast-be or any eerson authorized to draw on the account 

27 if there is more than one 12erson may sto12 12a:l!!!ent of an item 

28 drawn on the customer's account or close the account by an 
29 order to the bank describing the item or account with 

30 reasonable certaint:t received at saeh a time and in saeh a 
31 manner as-to-affo~d that affords the bank a reasonable 

32 opportunity to act on it p~ie~-to before any action by the 

33 ba~k wit~ respect to the item described in section 554.4303. 

34 If the signature of more than one person is required to draw 

35 o~ an account, an:t of these persons may stop pa:tment or close 
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1 the account. 

2 2. An-ora~-order-~~-e~nd±n~-~pon-~he-bank-on~y-£or 

3 fo~rteen-caiender-day~-~n~e~~-confirmed-±n-wri~in~-wi~hin-thet 
4 per~od.--A-written-order-±~-e££ect~ve-£or-oniy-~±x-month~ 

5 ~nle~~-renewed-in-writ~ng A stop-payment order is effective 

6 for six months, but it lapses after fourteen calendar days if 
7 the original order was oral and was not confirmed in writing 

8 within that period. A stop-payment order may be renewed for 

9 additional six-month periods by a writing given to the bank 

10 within a period during which the stop-payment order is 
11 effective. 

12 3. The burden of establishing the fact and amount of loss 

13 resulting from the payment of an item contrary to a bind±n~ 
14 ~top-payment stop-payment order or order to close an account 
15 is on the customer. The loss from payment of an item contrary 

16 to a stop-payment order may include damages for dishonor of 

17 subsequent items under section 554.4402. 

18 Sec. 111. Section 554.4405, Code 1993, is amended to read 

19 as follows: 

20 554.4405 DEATH OR INCOMPETENCE OF CUSTOMER. 

21 1. A payor or collecting bank's authority to accept, pay~ 
22 or collect an item or to account for proceeds of its 
23 collection~ if otherwise effective~ is not rendered 
24 ineffective by incompetence of a customer of either bank 

25 existing at the time the item is issued or its collection is 
26 undertaken if the bank does not know of an adjudication of 

27 incompetence. Neither death nor incompetence of a customer 

28 revokes ~~ch the authority to accept, pay, collect or account 

29 until the bank knows of the fact of death or of an 

30 adjudication of incompetence and has reasonable opportunity to 
31 act on it. 

32 2. Even with knowledge~ a bank may for ten days after the 
33 date of death pay or certify checks drawn on or pr~or-to 

34 before that date unless ordered to stop payment by a person 
35 claiming an interest in the account. 
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1 Sec. 112. Section 554.4406, Code 1993, is amended to read 

2 as follows: 

3 554.4406 CUSTOMER'S DUTY TO DISCOVER AND REPORT 

4 UNAUTHORIZED SIGNATURE OR ALTERATION. 

5 1. Wh@~-a-benk-~@nd~-to-it~-e~~tomer-a-statement-of 

6 aeeo~nt-eeeompani@d-by-item~-~eid-in-good-faith-in-~~~~ort-of 

7 th@-debit-@ntri@s-or-no;ds-the-statement-and-items-p~rs~ant-to 

8 a-r@ql:1est-or-in~trl:1etion~-of-its-e~stem@t'-or-oth@rwise-in-a 

9 ree~onab:e-menner-meke~-th@-statement-and-items-availabie-to 

10 the-el:1~tomer,-the-e~stomer-ml:1st-exere±se-reesonabi@-ear@-and 

11 ~romptness-to-examine-the-stetement-and-it@ms-to-diseover-the 

12 e~stom@r~s-~nal:1thori~ed-~i9natl:1r@-or-eny-alteration-on-en-item 

13 end-ml:1st-notify-the-bank-promptly-efter-d±seev@ry-thereof~ A 

14 bank that sends or makes available to a customer a statement 

15 of account showing payment of items for the account shall 

16 either return or make available to the customer the items paid 

17 or provide information in the statement of account sufficient 

18 to allow the customer reasonably to identify the items paid. 

19 The statement of account provides sufficient information, if 

20 the item is described by item number, amount, and date of 
21 payment. 

22 2. If the items are not returned to the customer, the 

23 person retaining the items shall either retain the items or, 

24 if the items are destroyed, maintain the capacity to furnish 

25 legible copies of the items until the expiration of seven 

26 years after receipt of the items. A customer may request an 

27 item from the bank that paid the item, and that bank must 

28 provide in a reasonable time either the item or, if the item 

29 has been destroyed or is not otherwise obtainable, a legible 

30 copy of the item. 

31 3. If a bank sends or makes available a statement of 

32 account or items oursuant to subsection 1, the customer must 

33 exercise reasonable promptness in examining the statement or 

34 the items to determine whether any payment was not authorized 

35 because of an alteration of an item or because a purported 
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1 signature by or on behalf of the customer was not authorized. 

2 If, based on the statement or items provided, the customer 

3 should reasonably have discovered the unauthorized payment, 
4 the customer must promptly notify the bank of the relevant 
5 facts. 

6 i 4. If the bank establishes proves that the customer 

7 failed, with respect to an item~ to comply with the duties 
8 imposed on the customer by subsection i ~ the customer is 

9 precluded from asserting against the bank~ 

10 a. the customer's unauthorized signature or any alteration 

11 on the itemL if the bank also establishes proves that it 

12 suffered a loss by reason of s~eh the failure; and 

13 b. a~ the customer's unauthorized signature or alteration 

l4 by the same wrongdoer on any other item paid in good faith by 
15 the bank after-the-first-ite~-ar.e-state~er.t-was-a~aiiabie-te 
16 the-e~ste~er-~er-a-reasenab;e-peried-net-e~eeeding-fo~rteen 

17 eaiender-days-and-befere-the-bank-reeeives-neti~ieation-fro~ 

18 the-ettsto~er-of-any-s~eh-~nattthorized-signat~re-or-aiteration 

19 if the payment was made before the bank received notice from 

20 the customer of the unauthorized signature or alteration and 

21 after the customer had been afforded a reasonable period of 

22 time, not exceeding thirty days, in which to examine the item 
23 or statement of account and notify the bank. 
24 3.--~he-preeittsion-~nder-s~bseetien-i-does-net-appiy-if-the 

25 e~stomer-estebiishes-iaek-ef-ordinery-eare-en-the-part-ef-the 

26 bank-in-peying-the-itemtst• 

27 5. If subsection 4 applies and the customer proves that 
28 the bank failed to exercise ordinary care in payment the item 

29 and that the failure substantial contributed to loss, the loss 

30 is allocated between the customer precluded and the bank 
31 asserting the preclusion according to the extent to which the 

32 failure of the customer to comply with subsection 3 and the 
33 failure of the bank to exercise ordinary care contributed to 
34 the loss. If the customer proves tha= the bank did not pay 
35 the ite~ in good faith, the preclusion under subsection 4 does 
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1 not apply. 
2 4 6. Without regard to care or lack of care of either the 

3 customer or the bankL a customer who does not within one year 

4 £~om-the-time after the statement e~d or items are made 

5 available to the customer (subsection 1) discover and report 

6 the customer's unauthorized signature on or any alteration o~ 

7 the-£eee-o~-beek-of-the-item-o~-does-~ot-w~th~~-th~ee-yee~s 

B £~om-thet-time-d~seover-end-report-a~y-~ne~thorized 
9 e~dorsement on the item is precluded from asserting against 

10 the bank s~eh the unauthorized signature or endorsement-or 

11 s~eh alteration. If there is a preclusion under this 

12 subsection, the payor bank may not recover for breach of 

13 warranty under section 554.4208 with respect to the 

14 unauthorized signature or alteration to which the preclusion 

15 applies. 
16 S.--!f-Hneer-this-seet~on-e-~ayor-benk-hes-e-vaiid-de£e~se 

17 agei~st-e-eieim-o£-a-eHstomer-~po~-or-res~%ting-from-peyment 

18 e£-en-item-and-weives-er-feiis-H~on-re~Hest-to-essert-the 

19 defense-the-bank-may-~ot-essert-egeinst-any-eoiieeting-benk-er 

20 ether-prior-pa~ty-presenting-o~-trens£erring-the-item-e-eieim 

21 based-Hpon-the-HnaHthorized-s~gnetHre-or-aiteretion-giving 

22 rise-to-the-eHstomer~s-eieim• 

23 Sec. 113. Section 554.4407, Code 1993, is amended to read 
24 as follows: 

25 554.4407 PAYOR BANK'S RIGHT TO SUBROGATION ON IMPROPER 

26 P~YMENT. 

27 If a payor bank has paid an item over the stop-payment 

28 order of the drawer or maker to stop payment, or after an 

29 account has been closed, or otherwise under circumstances 

30 giving a basis for objection by the drawer or maker, to 

31 prevent unjust enrichment and only to the extent necessary to 

32 prevent loss to the bank by reason of its payment of the item, 

33 the payor bank sha%%-be is subrogated to the rights 

34 a. of any holder in due course on the item against the 

35 drawer or maker; end 
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1 b. of the payee or any other holder of the item against 
2 the drawer or maker either on the item or under the 

3 transaction out of which the item arose; and 

4 c. of the drawer or maker against the payee or any other 

5 holder of the item with respect to the transaction out of 
6 which the item arose. 

7 Sec. 114. Section 554.4501, Code 1993, is amended to read 
B as follows: 

9 554.4501 HANDLING OF DOCUMENTARY DRAFTS -- DUTY TO SEND 

10 FOR PRESENTMENT AND TO NOTIFY CUSTOMER OF DISHONOR. 

ll A bank which ~ takes a documentary draft for collection 
12 m~~~ shall present or send the draft and accompanying 

13 documents for presentment andL upon learning that the draft 
14 has not been paid or accepted in due course m~et, shall 

15 seasonably notify its customer of e~eh the fact even though it 
16 may have discounted or bought the draft or extended credit 
17 available for 

18 Sec. 115. 

19 as follows: 

withdrawal as of right. 
Section 554.4502, Code 1993, is amended to read 

20 554.4502 PRESENTMENT OF "ON ARRIVAL" DRAFTS. 

21 When If a draft or the relevant instructions require 

22 presentment "on arrival", ''when goods arrive• or the like, the 

23 co:lecting bank need not present until in its judgment a 

24 reasonable time for arrival of the goods has expired. Refusal 

25 to pay or accept because the goods have not arrived is not 
26 dishonor; the bank must notify its transferor of ~~eh the 
27 refusal but need not present the draft again until it is 
28 instructed to do so or learns of the arrival of the goods. 

29 Sec. 116. Section 554.4503, Code 1993, is amended to read 

30 as follows: 
31 554.4503 RESPONSIBILITY OF PRESENTING BANK FOR DOCUMENTS 

32 AND GOODS REPORT OF REASONS FOR DISHONOR -- REFEREE IN CASE 

33 OF NEED. 

34 Unless otherwise instructed and except as provided in 
35 Article SL a bank presenting a documentary draft: 
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1 a. must deliver the documents to the drawee on acceptance 

2 of the draft if it is payable more than three days after 

3 presentment; otherwise, only on payment; and 

4 b. upon dishonor, either in the case of presentment for 

5 acceptance or presentment for payment, may seek and follow 

6 instructions from any referee in case of need designated in 

7 the draft orL if the presenting bank does not choose to 

8 utilize the referee's servicesL it must use diligence and good 

9 faith to ascertain the reason for dishonor, must notify its 

10 transferor of the dishonor and of the results of its effort to 

11 ascertain the reasons therefor£ and must request instructions. 

12 B~~ However, the presenting bank is under no obligation 

13 with respect to goods represented by the documents except to 

14 follow any reasonable instructions seasonably received; it has 

15 a right to reimbursement for any expense incurred in following 

16 instructions and to prepayment of or indemnity for ~~e~ those 

17 exper.ses. 

18 Sec. 117. Section 554.4504, subsection 1, Code 1993, is 

19 amended to read as follows: 

20 1. A presenting bank which that, following the dishonor of 

21 a documentary draft, has seasonably requested instructions but 

22 does not receive them within a reasonable time may store, 

23 sell, or otherwise deal with the goods in any reasonable 
24 manner. 

25 Sec. 118. Section 554.5103, subsection 3, Code 1993, is 

26 amended to read as follows: 

27 3. Definitions in other Articles applying to this Article 
28 and the sections in which they appear are: 
29 11 Accept" or "Acceptance". Section 55<h3H9 

30 554.3409. 
31 "Contract for sale". Section 554.2106. 
32 "Draftn. Section 554.3104. 
33 "Holder in due course 11

• Section 554.3302. 
3~ "Midnight deadline". Sec:. ion 554.4104. 
35 "Secu:ity". Section 554.8202. 
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1 Sec. 119. Section 554.9206, subsection l, Code 1993, is 
2 amended to read as follows: 

3 1. Subject to any statute or decision which establishes a 

4 different rule for buyers or lessees of consumer goods, an 
5 agreement by a buyer or lessee that the buyer or lessee will 

6 not assert against an assignee any claim or defense which the 

7 buyer or lessee may have against the seller or lessor is 

8 enforceable by an assignee who takes that assignee's 
9 assignment for value, in good faith and without notice of a 

10 claim or defense, except as to defenses of a type which may be 

ll asserted against a holder in due course of a negotiable 

12 instrument under the Article on eo~ereiei-Pepe~ Negotiable 

13 Instruments (Article 3). A buyer who as part of one 

14 transaction signs both a negotiable instrument and a security 

15 agree~ent makes such an agreement. 

16 Sec. 120. DIRECTION TO CODE EDITOR. 
17 The Code editor is directed to renumber section 554.4215 to 

18 section 554.4208 and renumber section 554.4216 to 554.4209, 
19 renumber subsequent sections through section 554.4214 

20 accordingly, and correct internal references. 

21 Sec. 121. REPEALS 
22 1. Sections 554.3101 through 554.3806, Code 1993, are 

23 repealed. 

24 2. Section 554.4109, Code 1993, is repealed. 

25 EXPLANATION 
26 This bill amends the chapter 554, the Uniform Commercial 
27 Code, by rewriting Article 3 relating to commercial paper, 
28 amends A:ticle 4 relating to bank deposits and collections in 
29 conformance with recommendations by the American law institute 

30 and the national conference of commissioners on uniform state 

31 laws, and provides conforming amendments to various sections 

32 of the Code. 
33 Part l of the new Article 3 establishes general provisions, 

34 including definitions, requirements for the issuance and 
35 payment of negotiable instruments, and liability parties 
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1 involved in a breach of an obligation arising from transaction 

2 involving an instrument. 

3 Part 2 provides for the negotiation, transfer, and 

4 endorsement of negotiable instruments, including rights 

5 acquired by transfer and reacquisitions. The bill includes 

6 requirements regarding endorsements, including special and 

7 blank endorsements, restrictive endorsements. 

8 Part 3 provides for the enforcement of instruments, by 

9 providing for the rights of holders of the instruments; 

10 requirements relating to the transfer of instruments for value 

11 and consideration; the payment of overdue instruments; 

12 defenses and claims in recoupment; duties owed by fiduciaries; 

13 evidence of lost, destroyed, or stolen instruments; the 

14 discharge of obligations; and obligations occurring upon an 

15 instrument's loss. 

16 Part 4 provides for the liability of parties, including 

17 req~irements for signatures; the consequences of a fraudulent 

18 endorsement or alterations; the acceptance of checks and other 

19 drafts; the obligations of issuers, acceptors, drawers, and 

20 endorsers; warranties; and the conversion of instruments. 

21 Part 5 provides for the dishonor of instruments, including 

22 require~ents relating to presentment, and notice. 

23 Part 6 provides for discharge and payment, including the 

24 effect of discharge, and methods to accomplish discharge and 

25 the tender of payment. 

26 The bill also amends various sections in Article 4, 

27 including sections providing for definitions, payment 

28 requirements, presentment, a statute of limitations, 

29 warranties, settlement, liability, the return of items, and 

30 bank charges. 

31 The bill directs 

32 to conform the bill 

the Code 

with the 

editor to make changes necessary 

model act. 

33 The bill repeals sections included within old Article 3 and 

34 a provision in Article 4 relating to the process of posting of 

35 a notice by a bank in determining to pay an item. 

LSB 4186SC 75 
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Sf.NATE F'ILE 227~ 

AN ACT 

AMENDING THE UNIFORM COMMERCIAL CODE RELATING TO NEGOTIABLE 
lN!iTRl/ME:N"TS, AND BANK DEPOSITS AND COLLECTIONS, AND 

~f.PEALING SECTIONS, AND PROVIDING AN F.ffF.CTlVE DATE. 

BE lT ENAC"TED BY THE GENERAL ASSEMBt.'i OF THF. STATE OF IOWA: 

Section 1. Section 9£.9, subsection S, Code 1993, is 

am~nded to read as follows: 

S. In making or not1nq a protest of a negotiable 

instrument, the not~rial officer must determin~ th~-Matt~rs 

set-forth ~he~~!.-~ here i a ev~~~nce o~---~~~Qnor a_s P~.<?':'.~~-1!:~ in 
section ss•~359~ S54.3SOS. 

Sec. 2. Section 533.43, subs~ction 3, Code 1993, is 

amended to read as follows: 

3. The share draft is payable to a member of the credit 

union, or to a member of the family of the issuer of the share 

draft, or to a business in which the issuer of th& share draft 

has an interest. HO\o'~wer, the exception contained in this 

subsection does not dpply to any person referred to in this 

subsection if the person is a holder in due course, as 

provided in chapter S54, article 3;-e~d-wtth-resp~et-to-a 

share-~reft-w"ieh-ts-ts~~ed-prtor-to-the-~xptratton-of-one 

year-nft~r-Aprtt-t~y-l9T9,-the-p~Pson-s"aii-not-h~-den+ed-th~ 

r+qh~~-of-a-hoider-tn-d"~-eottrse-nf-t"e-~hare-draft-5oi~ly-o" 

Senate File 2?79, p. 2 

t~e-q~o~nds-~hat-t~e-share-draft-faiis-to-~eet-t"e 

r~~~tre~ent~-of-aeetton-5S4o3i947-&nbseetion-iy-par~~rep~-~d". 

Sec. 3. Section S37.:L?ll, Code 1993, is amended to read as 

follows: 

537.1211 NOTICE Ot' CONSUMER PAPER. 

Every notO vhlch is a neqotiabln inatru~ent pats~ant-to aa 

I?.!'<?Y.!~_ed in section 554.3104 taken in a consumer credit 
transaction, if the wrltinq require9 or provides ~or a 

si9nature of the consumer, shall conspicuoualy ~how on its 

face the following: '''This i~ a consuctUH credit transactiorl," 

Sec. 4. Section 5J9.1, code 1993, is amPndPd to read as 
follows: 

539.1 ASSIGNMENT Of NONNEGOTIABLE INSTRUMENTS. 

Sands, due bills, and all instruments by which th~ maker 

promise-s to pay another, without words of negotiability, a sum 

of money, or by which the maker promises to pay a sum of money 

in property or labor, or to pay or d&ltver any propP.rty or 
labor, or acknowledges any mon~y, labor, or prop~rty to be 

due, are assiqnablP by endorsement on the instrument, or by 

other writinq, The assignee, including a person who takes 

assignment for collection in the reqular course ot business, 

has a riqht of action on them in the assignee's own namP, 

.!'Oubject to any defense or countPrcl.tim which thf! maker or 

debtor had against an assignor of the instrument before notice 

of the .usiqnmP.nt. In case of conflict. bf!t.\.'eP.n this section 

and U"ift.H"I'I'I-eoll\llleretnt-eode; sections S5•h399Sy SS4. 1lll6 or 

-1n<! 5S4.9318, Hu~s~ sections 5'>~ ..•. ?!._16 and 515-l.9118 control. 

Sec. S. Section 539.2, Code l99J, is amended to read as 
follows: 

S39.2 ASSIGNMENT PROHIBITED BY rNSIRU~ENT. 

When by the terms of an instrument its assi~nment 1s 

prohibited, dn assignment therpof shall neve:thel~ss be valid, 

but thf:> maker rnay make use of any defense or COIJnt~rcla im 

aq.Hnst: t.he assi.gnee which the makP.r nay hav~ aqclinst any 

as!>iqnor th~reof before- notir:P. of such assignment is qlvP.n t.o 

the m.ak~r in writing. In case of conflict bet·.,.een this. 

section and ijntforM-eo~~retal-eod~r sections ss•o38&Sy 

(I) ., 
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5S4.Sll6 or and S54.9.318, those ~ections ~S4.5116 and S54~~})._!! 

cant rol. 
Sec. 6. Section 554.1201. subs~ctions 20, 24, and 4J, CodP. 

1993, are a~ended to read as follows: 
10. ·Hold~r~ ~ea~~-a-pe~~~~-who-is-i"-p~ft5e~5i~~-of-a 

doeuftent-of-title-or-an-t"8tr~~ent-or-a-eert~Eieated 

tnve~t~e~t-~@eurtt.y-drawn7-+5~tted;-or-end~r~~d-~~-tha~-per~on 

or-to-tnat-person~~-order-or-to-bearer-or-tn-bian~ ~ith 

!..~~J!!Ct t.o a negotiable instrument, m~ans th@ person in 

pogsessio~ ~L.!..I:t_! __ !_n~.t:.rucnent is payable. ~? __ bear~~ 9-~-' in the 
cJJs_e of an instrurn_~nt payable to an __ ~dentlfied person, if -~t_l~ 

identi~i~<!__p~rs~!!__!_~ in pouession. ____ .. ~older~·. -~!.t.!!_.~_!!_spect to 
a document of title means ~~;son in possession if ~~! 

g_~_o2s.~!~.-~ej_iver~ble_ to bearu or to the ?r_d!~.-~f--~~e person 

_i_~. E.~~~P.S!J ion. 
24. ''Honey" means a medium of exchange authorized or 

adopted by a domP.Rtlc or foreign government as-a-pert-~E-it~ 

eurreru:r and includes a '!l.'?netary __ ~~.it .or ~ccount establi~~~2: 
~_Ln_':_!.!..92..1!!!.!!'!1e!!!a l organization or 9..Y......!9!..e~~~-~ _p~t ween 

~-..,~- 9:.r.:._f!!Ore n~_l!_O_f!!· 

43. "Unauthorized" siqnature ef'-l'!r\d~rselll~n~ means one made 

wit~out actual, impliedL or apparent authority and includes a 

forqP.ry. 
Sec. 7, Section SS4.1207, Code 1991, is amended to read as 

follows: 
SS4.1207 PERFORMANCE OR ACCf.PTANCE UNDER RESERVAliON Of 

RIGHTS. 
!._: A party who.t. with explicit reservation of right'!'lL 

p~r(orms or promises performance or assents to performance in 

a mc"Jnner demanded or offert-d by the oth~r party does not 
th~r~by prejudice the rights reserved. Such · .. ·ords as "without 

prejudice'', ''under pcole8t'' or t~e like are sufficient. 

?_•_ -~-bsection 1 -~-~~-~ not appl~n accord an~ 

$at i_!_f~.~~- ~.2.~.! 
Sec. 8. Section 554.1103, subsection 3, Code 1991, lS 

amended to re4d as follows: 

Senat• fi l~ 2279, p. 4 

J. Th~ tollowing definitions in other Articles apply to 

this Article: 
''ChPCk". Section S54 . .H04. 
''Conai9nee". Section 554.7102. 
"Consignor". Section 554.7101. 
"Consumer go~da". Section 554.9109. 
''Dishonor~. Section 554T3591 

5S4.3502. 
''Draft". Section 554.3104. 

Sec. 9. Section 554.1511, subsection 3, Code 1993, is 
amended to read as follo~s: 

3. Subject to the provisions of this chapter on the effect 
of an instrument on an obligation (section SS4o398i S54.3310), 

payment by check is conditional and is defeated as between t~e 

partl&s by dishonor of the check on due presentment. 

UNifORM COHMf.RCIAL CODE 
ARTICLE 3 - NECOTlABLE lNSTRUMENTS 

PART 

GENERAL PROVISIONS AND DEFINITlONS 

Sec. 10. NEW SECTION. 554.3101 SHORT TlTLE. This 

Article may be cited as Uniform Commercial Code -- Negotiable 
lnstru~ents. 

Sec. 11. NEW SECTION, 554.3102 SUBJECT HAT"TER. 

1. This Article appli~s to negotiable instruments. It 
does not apply to money, to payment orders qoverned by Article 

a, or to securities qovern~d by Article 12. 
2. If there is conflict between this Article and Article 9 

or 12, Articles 9 and 12 qovern. 

J. ReQulations of the Board o( Gcvernors of the federal 

Reserve System and operating circular$ of the federal Reserve 
Banks supersede any inconsistent provision of this Article to 

the extent of the inconsistency. 

Sec. 12. ~~-.~~~-~-Q.~· 554.Jl03 OEfllHTIONS. 
1. In this Article: 
a. "Acceptor" r,~eal'ls a drawee who has accepted a draft. 

b. "Drawee" means a person ordered in a draft to make 
payment. 
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c. ''DrawP.r'' means a person who siqns or is idPntlfied in a 

draft as~ person ordering payment. 

d. "Gootl faith" mP.ans honesty in fact and the obsPrvance 

of reasonable commercial standards of fair dealing. 
e. ''Maker'' means a person who signs or 18 identified in a 

note as a person undertaking to pay. 
f. "Order" means a written instruction to pay money siqned 

by the person qivlnq the instruction. The instruction may be 
addres8P.d to any person, including the person givinq the 

lnatruction, or to one or more persons jointly or in the 
alternative but not in succession. An authorization to pay is 
not an order unless the person authorized to pay is also 

instructed to pay. 
q. "Ordinary care'' in the case of a person engaged in 

business means observance ot reasonable coiTIItlercial standards, 
prevailinq in the area in which the person is located, with 
respect to the business in which the person is engaged. In 
the case ot a bank that takes an instru~ent for processing for 

collection or payment by automated means, reasonable 
commercial standards do not require the bank to examine the 
instru~ent if the failure to examine does not violate the 

bank's prescribed procedur~s and the bank's procedures do not 
vary unreasonably from qenPral bankinq usage not disapproved 
by this Article or Article 4, 

h. "Party" means a party to an instrument. 
1. "Promise" means a written undPrtaking to pay ~oney 

signed by the person undertaking to pay. An acknowledgment of 
an obligation by th~ obligor is not a promise unless the 
obligor also undertakes to pay the obligation. 

j. "ProvP." with respect to a fact me.1ns to meet the burden 

of establishing thP fact (section 554.1201, subsection 8). 
k. "Remitter .. neans a pPrson who purchases an instrument 

from its issuer if t.hP.- instrument LS payabl~ to an identified 

pPrson other than the purchaser. 
2. Other definitions applying to thi8 Article and the 

sections in which they appear are: 
''Acceptance". Sect ion li54. 3409. 

''Acco:nmodated party ... 
"'Accommodation party". 
''Alteration". 

''Anomalous endorserttent''. 
~alank endorsement'', 
•cashier's check'', 

"Certificate,of d~posit'', 
''Certified check''. 
.. Check". 

''Consideration'". 
.. Draft". 

"Holder in due course". 

"IncOJnplet.e instrument". 
"Endorsement". 
"Endorser''. 
"Instrument''. 
"Issue''. 
"Issuer". 
''Negotiable instrument''. 
"Neqot1 at ion" . 
"Not~". 

"Payable at a definite time·•. 
"Payable on demand~. 

"Payable to bearer". 
"Payable to order". 
"Payment". 
"Person entitled to enforce•·. 
"Presentment''. 

"Reacquisition" • 
''Speclal endorsement". 
''Teller's check'', 
''Transfer of instrument'', 
''Traveler's check~. 
"Value''. 
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Section S54.3419. 

Section 554.3419. 

Section 55,,3407. 

Section 5S4.320S. 

Section 554.3105. 

Section 554.3104. 

Section 554.3104. 

Section 554.3409. 

Section 554.3104. 

Section 554.3303. 

Section 554.3104. 

Section 5S4.3302. 

Section 5S4.3115. 

Section 554.1204. 

Section 554.3204. 

Section 51i4.31G4. 

Section 554.3105. 

Section 554.3105. 

Section 554.1104. 

Section 554.1201. 

Section 554.1104. 

Section S54.3108. 

Section 554.3108. 

Section 554.3109. 

Section 554.3109. 

Section 554.3602. 

Section 554.3301, 

Section S54.JS01. 

Section S54.3207, 

s~ction 554.1105. 

Section 554.3104. 

Section 554.3203. 

Section 5S4.1104. 

Section 5S4.3301. 

3. The following definitions in other Articles apply to 
this Article: 
"Bank". Section 554.4105. 

(/) ..., 
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<D 



"Banking day". 

''Cl~aring house'', 

"Collecting bank''. 

''Depositary bank". 
''Documentary draft'', 

''Intermediary bank'', 
''1 tem". 
.. Payor bank", 

''Suspends payments". 
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Section 554.4104. 

Section $54.4104. 

Section ~54.410S. 
Section 554.410S. 

Section 554.4104. 

Section S54.410S. 
Section ~54.4104. 

Section S54.410S . 

Section S54.4104. 
4. rn addition, Article 1 contains general definitions and 

principles of constr~ction and interpretation applicable 
throughout this Article. 

Sec. lJ. !!EW SE~'I'lON. 554.3104 Nf.GOTlABI.B INS1'!WMF.NT. 

1. Except as provided in subsections 3 and 4, ''negotiable 
instrument" means an unconditional proMise or order to pay a 

fixed amount of money, w1th or without interest or other 
charges described in the promise or order, if it: 

a. is payable to bearer or to order at the time it 1s 
issu~d or first comes into possession of a holder; 

b. is payable on demand or at a definite time; and 
c. does not state any other underta~ing or instruction by 

the pP.rson promising or ordering payment to do any act in 
addition to the payment. of money, but the promise or order may 
contain (i) an undertaking or po· .. ·er to qive, maintain, or 

protect collatP.ral to secure payrnent, (i1} an aothorization or 
power to the holder to confess )udqrnP.nt or real i£e on or 
dispose of collateral, or (iii) a waivP.r of th~ ben~fit of any 
law Intended for the advantdge or protection of an obligor. 

2. "Instrument" means a negotiable instrument. 

). An order that meets all of the requirements of 
subsection 1, e:<cept paraqraph ''a", and othero,.oise falls within 
thP definition of "che<:k'' in subsection 6 is a negotiable 

instrument and a check. 
4. A proml~e or order other th,ln a <::h(~r:k is not an 

in~trument If, at the tine It is !~sued or fir~t comes intc 

possession of a holder, it contains d conspicuous statement, 
ho·,.,ever expressed, to th& effect that the premise or order is 
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not n~gotiabl~ or is not an instrument governed by this 
Article. 

5. An instrument is a ''note'' if it is a promise and IS a 

''draft'' if it is an order. If an instrument falls within the 
definition of both "note'' and "draft,'' a person entitled to 

P.nforce the ·instrument may treat it as either. 

6. "Check'' means ( i) a draft, oth~r than a documentary 
draft, payable on d~mand and drawn on a bank or (ii) a 

cashier's check or tellPr's check. An instrument may be a 

check even thouqh lt is described on its face by another term, 
such as "money order." 

7, ''Cashier's check" n:.eans a draft with respect to which 

the drawer and drawee are the same ban~ or branches of the 

same bank. 
8. ''Teller's check'' ~eans a draft drawn by a bank (i) on 

another ban~. or ( i i) payable at or through a bank. 
9. "'I'raveler's check'' means an instrurr:ent that (i) is 

payable on demanJ, ( ii) is drawn on or payable at or through a 
bank, (ili) is desiqnated by the term ''traveler's check'' or by 

a substantially similar teem, and (iv) requires, as a 
condition to payment, a countersignature by a person whose 

specill"".en siqnature dppears on the instrument. 
10. "Certificate of deposit'' r:'leans an instrument 

containing an acknowledgment by a bank that a sum of rront!y has 

been received by the bank and a prcmi~e by the bank to repay 
the sum of mon'-'Y· A certific.lte of deposit is a note of the 
bank. 

Sec. 14, Nf..'W_~~~T~9~· SS4.Jl05 ISSUE OF INSTRUMENT, 
1. "Issue'' means the first. delivery of an instrume-nt. by 

the ~akP.r or drawer, whether to a holder or nonholdP.r, for the 

purpose of giving rights on the instrument to any person. 
2. An unissued instrument, or an unissuP.d lnco(')plete 

instrument that is complP.t.ed, is binding on the maker or 
drawer, but nonissuance Is a JP.fense. An instrument th,'\t is 
conditionally issued or is issued for a special purpose i~; 

binding on the maker or drawer, but failure of the condition 

or Sp@cial purpose to be fulfilled is a defense. 
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3. ''Issuer'' applies to issued and uni~sued instruments and 

means a m~ker or drawer of an instrument. 

Sec. 15. NF.W SECTIO~. 5S4.3106 UNCONOI7IONAL PRO~ISF. OR 

OROF.R. 

1. F.xcept dg provided in this section, for the purposes of 

section 554.1104, subsection 1, a promis~ or order is 

unconditional unless it ~tate~ (i) an express condition to 

payment, (iii that tne promise or order is subject to or 

qovernPd by ~nothPr writing. or (iii) that riqhts or 

obliqations with respect to the promise or order are stated in 

another writing. A reference to another ... ·riting does not of 

itself make the promise or order conditional. 
2. A promise or order is not nade conditional (i) by a 

reference to another writing for a statement of rights with 

rP~pP.ct to collateral, prepayment, or accel~ration, or (ii) 

because payment kS limited to resort to a particular fund or 

source. 
), H a promise or order requires, as a condition to 

payment, a countersiqnature by a person whose specimen 

siqnature appears on the promise or order, the condition does 

not ~ake the pcomise or order conditional for the purposes of 

section 5S4.310~, subsection 1. If the person whose sp~cimen 

signature appears on an instrument fails to countersign the 

instrument, the failure to countersiqn is a defense to the 

obligation of the issuer, but the failure does not prevent a 

transfel'ee of the instrument from becominq a holder of the 

ins~. rument. 
4. If a ~romise or order at the ti~e it is issued or first 

co~es into posses~ion of a holder contains a statement, 

requirPd by applicable statutory or ad~inistrativP law, to tt1e 

effect th~t thP ri9hts of a holder or transferee are subject 

to claimN or d~(ens~s that the issuer could as~ert dqainst the 

origin<~:! payee, tt'.e prom•se or order is not therP.by nade 

conditi::>nal for t.h•! pu1·poses of section S~~.H04, s.Jbs~ction 

l: but if the promise or order is an instrument, there ca~n11t 

be a holder irl due course of the instrtJment.. 
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Sec. 16. ~~-_§_t;~).ON. 554.3107 INSTRUMENT PAYABLE HI 

FOREIC~ MONE:'i. 
Unless the instruMent otherwise provides, an instrument 

that states the amount payable in foreiqn money may be paid i~ 

thP. forei9n ~oney or in an equivalent amount in dollars 

calculated by using the current ban~-offered spot rate at the 

place of payment tor the purchase of dollars on thP. day on 

which the instrument is paid. 
Sec. 11. NEW SECTIO~. 554.3108 PAYABC.R ON DEMAND OR AT 

DEFINITE: TIHF.. 
1. A pro~ise or order is ''payable on de~and'' if it (i) 

states that it is payable on demand or at sight, or otherwise 

indicates that it is payable at the will of the holder, or 

(ii) does not state any time of payment. 

2. A promise or order is ''payable at a definite time" if 

lt is payable on elapse of a definite period of time after 

sight or acceptance or at a fixed date or dates or at a time 

or ti~es readily ascertainable at the time thP prGmise or 

order is isnued, subject to rights of (i) prepayment, (ii) 

acceleration, {iii) extension at the option of the holder, or 

{iv) extension to a further definite time at the option of the 

maker or acceptor or automatically upon or after a specified 

act. or event. 
3. If an instrument, payable at a fixed date, is also 

payable upon demand made before the fixed date, the instrument 

is payable on demand until the fixed date and, i( demand for 

payment is not m.ade before that datt>, bt>comes payable at. a 

definite time on the fixed date. 

Sec. 18. NEW SECTION. 554.3109 PAYABLf. TO BEARER OR TO 

ORUJ::H. 

1. A promise or order Is pclyablc to hParer if i.t.: 

a. state~ that it is payabl~ to bear~r or to th~ <lrder of 
bearer or otherwise indicates that thP person ln poss~snion of 

t~l"! promise or order i~ entitled ~e pay:nent; 

b. does not state a payee; or 

c. gtatPS that it lS payable to or to the order of caG~ or 

othPrwi~P. Indicate~ thclt it is not ~lyablc to an identified 

pl!'rson. 

Ill 
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2. A promLse or order that is not payable to bearer is 

pdyable to order if it is payabl~ fil to the order of an 

identified person or (ii) to an identified person or order. A 

pro~ise or order that is payable to order is payable to the 
identified person. 

J. An instrument payable to bearer may become payable to 

an identified person if it is specially endorsed pursuant to 

section 554.)205, subsection 1. An instrument payable to an 
identified person may become payable to bearer if it is 

endoroed in blank pursuant to section 554.3205, subsection 2. 

Sec. 19. NEW §.~~!_ION. 5S4.311Q lOEN'I'lfiCA'l'ION OF PERSON 
1'0 WHOM INSTRUMEN-T IS PA\'ABLB. 

1. The person to whom an instru~ent is initially payable 
is determined by the intent of the person, whether or not 
authorized, stqninq as, or in the name or behalf of, the 

issuer of the instrument. The instrument is payable to the 
person intended by the signer even if that person is 
identified in the instrument by a name or other id~ntification 

that is not that of the intended person. If more than one 
p~rson signs in the name or behalf of thP. issuer of an 

instrument and all the signers do not intend the same person 

as payee, the lnstrun'lcnt is payable to any person intended by 
one or more of the siqners. 

2. If the siqnature of the issuer of an instrument is made 

by automated means, such as a check-~·ritLnq machine, the payee 
of the instrument is determined by the intent of the person 

who supplied the nart'.e or identification ot the payee, whHh~r 
or not authorized to do so. 

3. A person to whom an instrunent is payable rMy bP. 
identified in any way, including by naml', identifying numher, 

office, or account number. For the purpos~ of determining th~ 

hold~r of ~n in9trum~nt, the follovinq rules apply: 

a. if an instrument is payable t.o an acco~n~ and th~ 
account LS identifi~d only by number, the instrum~nt is 
payable t.o the person to whon'l the ~1ccoun~ is pc~.yable. If an 
instrucr.ent is pay4ble to an account identified by nureher and 
by thP. name of a person, the instrumP.nt is payable to the 
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namPd pP.rson, whether or not th.at person is the owner of >:hP 
account identified by number. 

b. if an instru~ent is payable to: 

(1) A trust, an estate, or a person described as trustee 

or reprt>sent:<ttive of a trust: or Pstate, the instrurr'ent is 

payable to the trustee. the representative, or a successor of 

either. whether or not the hP.neficiary or estatP. i~ also 
nan'led; 

(2) a person described as agent or Rimilar reprt>sentative 
of a named or identified person, the instrument is payable to 

the reprP.sP.nt.ed p~rson, the rP.presentative, or a succP.ssor of 
the representative: 

fJ) a fund or orqanization that is not a l~q•l entity, thP 

instrun'lent is payable to a reprP.sentative of the mP.mbers of 
the fund or organization: or 

(4) an office or to a person described as holding an 
office, th~ instrument is payahl~ to the nacned p~r~on, the 

incun'lbent of the office, or a successor to the incumb~nt. 

4. If an instrument is payable to two or more persons 

alternatively, it is payable to any of them and may be 
ne9otiated, discharqed, or enforced by any or all of them 1n 

possession of the instrument. If an instrument is pdyahle to 
two or ~ore persons not alternatively, it is payable to all of 

them and n'lay be negotidteJ, discharged, or enforced only by 
all of them. If an instrument payable to two or more- persons 

is ambiquous as to whether it: l!l payable to ttw pf~rsons 

alternatively, the instrum~nt is payable to the persons 
altt"rnatively. 

Sec. 20. ~E_!-~--_s~c;:1'!.9~· 554. llll 
Except as other~is~ pruvided !olr 

Pl.ACf. OF PA'iM[NT. 

items in Article 4, an 
instrurrent is payable at the pl.1ce of payment stated in the 
inst.rurr.ent. If no place of p:tymt~nt is stated, an instr-.JrnE.'nt 

is payable at the address elf the drawe~ or Ma~Pr stat~d in t~c 
i.nstrument. I( no dddr~ss is statl'd, the placE' of pay;nent is 
the place of busin~ss of thP dra~ee or ma~~r. If a drawep or 

ma~er has morf!' than one placP of business, the place of 
payment is any place of business of the dra...,ee or maker ct\osen 
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by the person entitled to enforce the instru~ent. If the 
drawee or maker has no place of b~siness, the place of payment 

is the residence of the drawee or ~ak~r. 

Sec. 21. NEW SECT[QN, 5S4.3111 IN~F.RE5T. 

1. Unless otherwise providP.d in the instrument. (i) an 

Instrument is not payable with interest, and (ii) interP.~t on 

an interest-bearinq instrument 1s payable from tt'te date of the 

instrument. 
2. Interest may be stated in an inRtrunent as a fixed or 

var.iable amount of money or it may be expressed as a fixed or 

variable rate ar rates. ThP. amount or rate of Interest may bP. 

stated or described in the instrument in any manner and may 
require reference to information not contain~d in the 
instrur?ent. If an instrum~nt provides for int~re!it, but the 
ar.ount. of interest payable cannot be ascfHtained from the 
description, interest is payable at the judgment rate irl 
effect. at t.hP pl.>~c~ of payment of the instrumf!nt and at the 

time interest first accrues. 
Sec. 12. ~f.W S£CTION. 5-;4. Jll J DATF. OF IN!iTRU"'EN'I'. 

1. An instrument may be ar.tedated or postdated. 7he date 
stated determinPs thP tim~ of p~~ment if the instrument is 

payable at a fixed period after date. Except as provided in 

&Pction ~54.4401, suhse~tion l, an instrun~nt payabl~ on 
demand is not payable before the date of the instrument. 

2. If an instrum~nt is undat~d. its date is the date of 
ltS 1ssue or, in t.he case of an unissue~ instru~ent, the date 

it first (.'Ort\E.'S into po~session of a holder. 

Sec. 23. tU:W -~-~C1'.!_C?.N• 554.3114 CONTRADICTOR'!' TER:-1S Of 

lliSTRU~n-H' 

If ~n instru~ent contains contradictocy LPr~s. type~ritten 

tPrms pr~vail o~er 11rinted terms, handwritten terms pr~v~il 
GVt~r both, and word:. prevail ovP.r numben;. 

SE>c. 24. ~~~~.:.C'~IO.~. 5S4.3llS lt-:COMPLETL INSTRUMENT. 

}. "lnC11:npl~tP in~t.rument" means"' sign&d •.-.oriting, •,;tJPt.tlec 
or not. is..suE>rl by the !Jignec, the contents of ..,h~ch s!"lO'.J at t.hf! 

ti~e of siqnin9 that it is incornpletP but that the sigt1er 
intend~d ~t to be cort-pleted by the addition of ~JOrds or 

numbers. 
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2. Subject to subsection 3, if an incomplete 1nstrument 1s 

an in~trument under section S54.ll04, it may be enforced 
according to its terms if it is not completed, or according to 
its terms aG augmented by completion. If an incomplete 

instrument is not an instru~ent under section S54.ll04, but. 
after com.plct.tion, the requirementa. of section S54.lHI4 are 

met. the instrument may be enforced according to its terms as 
augmented by completion, 

3. lf words or numbers are add~d to an incomplete 
instrum~nt without authority of the aiqnec, there is an 

alteration of the incomplete instrument under section 

554. 3407. 

4. The burden of establishing that words or numbers were 
added to an incomplete instrument without authority of th~ 

s1gner 15 on the person asa.ertinq the lack of authority. 
Sec. 25. NEW 3ECTION. 554.3116 JOINT AND SEVERAL 

LIAB[I,JT\' -- OONTRI8UT10N. 

1. Except as otherwise provided in the instrument, two or 

more persons who have th@ same liability on an instrument as 

makers, drawers, acceptors, endorsers who endorse as joint 

payPe~. or anorralous endorsees are jointly and severc1lly 
1 iable in the capacity in which they sign. 

2. Except as provided in section 5§4.3419, S1Jbsection 5, 

or by agreement of the affected parties, a party having joint 

and s~veral liability who pays the instr11mPnt is ~ntitled to 

receive from any party havinq t.he samP joint and several 
liability contribution in accordancp Wlth ~pplicahle law. 

). Discharge of one party havioq joint and several 
liability by.>~ perscln entitled tel enforce the instrument dors 

nQt affect th~ right under subr..ection ;> of a part.y hdvinq the 
sar-1e jQ~nt and several 1i~bility to r~c~ivt~ o;ontribution from 

the party discharq~d. 
Sec. 26. NEW Sf.CTiON. 5S4.3117 01'H£R AGRfTHENtS -------

AFFECTING lNSTRUMEN7. 

Subject to applicable taw regarding exclusion of proof of 

CQnt.empotaoeous or previous dgreerr,ent.s, the obliq<\Lion of a 
party to an instrument to pay the instrument may be n~dified, 

VI .,.. 
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supple~ented, or nullified by a separate aqreement of the 

cb1igor and a person entitled to enforce the instrument, if 

the instrument ls issued or the obligation is incurred in 

reliance on th~ agreement or as part of the same transaction 
giving rise to the agreement. To the extent an obligation ts 

modified, supplemented, or nullified by an agreement under 

this section, the agreement is a detense to the obligation. 

Sec. 17. ~~~__§_~CTION. 554.3118 ACCRWU. Of CAUSE OF 

ACTION. 

1. A cause of action against a maker or an acceptor 
accrues 

a. In tne cas(' of a time instrument on tne day after 
maturity: 

b. [n tne case of a demand instrument upon its date or, if 
no date is stated, on the date of issue. 

2. A cause of action against the obligor of a demand or 

time certiticate of deposit accrues upon demand, but demand on 
a time certificate may not be made until on or after the date 
of rttaturity. 

3. A cause of action against a drawer of a draft or an 
endorser of any instrument accrues upon demand following 

dishonor of the instrument. Notice of dishonor is a demand, 

~. Unless an instrur.~ent provides ot.hPrwise. interest runs 
at the rate provided by law for a judgment 

a. In the case of a rr.aker, acc~ptor or ot.her primary 

obliqor of a de~and inst.runent, fro~ the date of demand; 
b. Ir. all other c:AsPs from the date of accrual of the 

cause of clction. 

Sec. ?.8. ~-li_~~£C1"l_~~· SS4.lll9 }:QTTCE Of RIGHT TO DEFEND 

ACTlON, 

ln an action tor breach of an obligation for which cl third 
person is a~swerahle ovPr pursuant to this Article or Article 
4, th~ detPndant ~ay q1ve the third pPrson ~ritten notic~ r)f 

the litigation, and the person notified may then give similar 
notice t.o any other person who is. ~lnswP.rable ov~r. If ~.hP. 

notice states li) that the person notified ma:; come in and 
defend and (ii) that failure to do so will bind thP person 
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notified in an action later brought by the person giv1ng tne 
notice as to any determination of fact com.tr":on to the tt.·o 

litigations, the person notified is so bound unless after 

seasonable receipt of the notice the person notified does come 
in and defend. 

PART 2 

NEGOTIATION, 'I'RANSFE:R, A»D ENDORSEMENT 

Sec. 29. NEW_§_EC'I'ION. 554.3201 NEGOTlATION. 

1. "Neqotiation" means a transfer of possession, whether 

voluntary or involuntary, of an instrument by a person other 
tnan the issuer to a person who thereby becomes its holdPr. 

2. Except for negotiation by a remitter, if an instrument 

is payable to an identified person, negotiation requires 
transfer of possession of the instcunent and its endorse~ent 

by the holder. If an instrument is payable to bearer, it may 
be neqotiated by transfer 

Sec. )0. NE~-~~C~~ON. 

RESCISSION. 

of possession alone. 
554.3202 NEGOTlATION SUBJF.CT TO 

l. Negotiation is effective even if obtained {i) from an 
infant, a corporation exceeding its powers, or a person 
without. capacity, (i.i) by fraud, durP.s!J, or mistake, or (iii) 

ln breach of duty or as part of an illegal transaction. 

2. To the extent permitt~d by other law, negotiation may 

be rescinded or nay be sullject to othec remedies, but those 
renedies ~ay not be asserted against a subsequent hold~r in 

due cours~ or a person payinq the instrument in good fa.ittl and 
without knowledq~ of facts that are a basis foe rescission or 
otner remedy. 

Sec. Jl. ~~'!__5ECTI9~· SS4.120J "TRANSE'ER Or INSTRUMt:Nt --

RIGHTS ACQUIRf:O A'/ TRANSFF.R, 

1. An inst.rumPnt is transferred when it is deliven~d by a 
person other than it.s issuer for the purpose of qivinq t.o t"tu~ 

pcr~on receivinq dPlivery the right to enforce the instrunent. 

2. Transfer of an inst.ru~ent, whether or not the trdnsfer 
is a negotiation, vests in the transferee any right of the 
transferor to enforce the instrument, including any right as a 
holder in du~ course, but the transferee cannot acquire ciqhts 
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of a hold~r in due course by a transfer, directly or 
indirectly, from a hold~r in due course if th~ transfP.ree 

engaqed i" fraud or illegality affectinq the instruMent. 

J. Unless otherwise agreed, if an instrument is 
transferr~d for value and the transfPree does not become a 
holder because of lack of endorsement by the transferor, the 

transfiHP.P has a specifically enforcP.able riqht to the 

unqualified endorsement ot the transferor, but negotiation of 

th~ inst.rumP.nt does not occur llrttll the endorsement Is made. 

4. If a transferor purports to transfer less than the 
entire instrument, negotiation of the instrument doe~ not 
occur. The transferee obtains no rights under this Article 

and has only the riqhts of a partial a8~iqnP.e. 

Sec. J2. ~£W .. S~!l0N, 554.3204 ENDORSEMEN'l". 

l. ''Endors~m~nt'' means a siqnaturP., other than th~t of a 

siqner as maker, drawer, or acceptor, that alone or 
accompanied by othPr words is madP. on an instrument for the 

purposP of (i) neqotiatinq the instrument, (ii) restricting 
payment of the instrument, or (iii) incurrinq Pndorser's 
liability on the instru~ent, but regardless of the intent of 
thP. siqnP.r, a signature and its accompanylnq words is an 

endorsement unless the accompanying words, terms of the 
in~tcument, placP. of the signature, or other circumst.=tnces 

unambiquously indicate that the siqnature was made for a 
purpose other than endors&ment. Por the purpose of 

deter:nining whether a signature is made on an instrument., a 
pap<>r affixed to the instrument is a part of the i.nst:rument. 

2. "Endorser"' means a person who mak.es an endorsement. 
L ror the purpose of determining whether the t.randeree 

c..f an instrunent is a holder, an endorsement t.hal transfers~ 

security interest in the in9trument is effective as an 

•Jnq•JalifieJ endorscm~nt of the instrum~nt. 
4. If an instrument is payable to a holde: und~r a nam~ 

t.hat is not the name of the holder, Pndorsenent mdy hP. made I:Jt 

th~ holder in th~ name stated in th~ instrumPnt or in t~e 

holder'!l name or both, but sign<'tlure in buth n.1mes may be 
rPguired by a person paying or taking the instrument for value 

or collection. 
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Sec. 33. !:!~~~~££.!!?~· SS4.310') SPF.CIA£. ENDORSEMJ-:tn --

BLANI<. E:NDORSF.MENT -- AOOHAC.OUS E:NDORSE}o!ENT. 

1. If an endorsement iB m~de by the holder of an 
instrument, whether payable to an idP.ntified person or payable 

to bearer, and the endorBement ident: if i (O:S a p~rson to whon it. 
rnak.es the inStrument payable, it is a ''special endorsement." 

When specially endorsed, an instrument: becoml's payable to the 

identified person and may be negotiated only by the 
endorsement of that p~rson. The principles stated in ~ection 

5'H. 3110 apply to special endor~ernents. 

2. If an endorsecnent i& made by the holder of an 

instrument and it is not a spacial endorsement, it is a ''blank 
endorsement." When endorsed in blank, an ingtrument becomt>s 

payable to bearer and may be negotiated by transfer of 
possession alone until specially endors~d. 

3. The holder may convert a blank ~ndorsement th~t 

consists only of a signature into a special endorsemP.nt by 

writing, above the siqnature of the endorst>r, words 
identifyinq the person to whom the instrument is made payable. 

4, "Anomalous endors~ment •· means an endorsement made by a 
person who is not the nolder of the instrument. An anomalous 

endorsecnent does not affect the manner in which the inst:runent 

may be neqotiated. 
Sec, 34, NEW_ ~-~c;:!_l_~, ')S4. 1206 RESTRICTIVE ENDORSEMENT. 

1. An endorsement limiting payment to a particular person 

or otherwise prohibitinq further transfer or negotiation of 
the instrument is not effective to prevent further transfer or 

neqotiation of the instrument. 
2. An endors~rnent stat.inq a co"dit.ion to the riqht of thl!' 

endorsee to receive payment do~s not affect. tt1e r igt\t of the 
endorsee to enforce the instrume-nt. A person payinq thP. 

instrunent or taki"q it for valuP or collecti.O:'I may di!';r(~qard 

the condition, and th~ riqhts and liabiliti~s of that person 

are not affected by whethP.r thP. condition has bf~P.:l (ulfill~d. 

J, !fan ins!.rour:.ent bears an t>ndorsPm~nt !i) described o.n 

s~ction 5S4.420l, subsection 2, or (ii) in blank or to a 
particular bank usinq the words ''for deposit,'' "for 
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collf!ction," or other words indicatinq a purpose of havinq the 
instrument collected by a ban~ for the endorser or for a 

particular account, the following rules apply: 
a. A p~rson, other than a bank, who purcha~es the 

instrument when so endorsed converts the instrument unless the 

amount paid for the instrument is received by the endorser or 
applied consistently with the endorsement. 

b. A depositary bank that purchase~ the instrunent or 
ta~es it for collection when so endorsed converts the 

instrument unlea.s the amount paid by the banlc with cespect to 

the instrument is received by the endorser oc applled 
consistently with the endorsement. 

c. A payor bank that is also the depositary bank or that 
takes the instrument for immediate payment over the counter 

from a person other than a collecting bank converts the 

instrur.-.ent unless the procet'ds of th~ instrument are received 
by the endorser or applied consistently with the endorsement. 

d. Except as otherwise provided in paragraph c, a payor 

bank or intermediary bank may disregard the endorsement and is 
not liable if the proceeds of the ingtru~ent are not ceceived 

by the endorser or applied consistently · ... ith the endorse!"'ent. 
4. E~cept for an endorsement covered by subsection ), if 

an instrument bears an endorsement usin9 words to the effect 

that paynent is to be made to th~ endorsee as agent, tru9tee, 
or other fiduciary for the benefit of the endorser or another 
person, the followinq rules apply: 

a. Unless there is notice of br~ach of fiduciary duty as 
provided in sP.ction SS4.3107, .a penmn who purchases the 

instrument from the endorsee or t.11<es thl?' inst.r11ment from the 
endorsee for collP.ction or p."lyner.t rnay pay the proceeds of 

payment or the value given for th~ Instrument t.o thf! e-ndorsee 
'-lithout regard to '"'het.her the endor~ee ._,iolate!5 a fi.d\ICi.ary 
duty to the eodors~r. 

b. A subsequent transferee of the instrunP.rlt. or person ·.·::'lo 
pays the 1nstrument is neither given not ic:P nor otherwise 
affected by the restriction in the endorsement unless the 

transferee or pa~·or kn()IJS that the fiduciary dPalt with the 
instrument or its proceeds in breach of fiduciary duty. 

• 
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S. The presence on an instrumrnt of an endorsl"!ment to 
which this section appliP.s does not prevent a purchaser of the 

instrument from bP.coming a holdiP.r in due cours~ of the 

instcument unless the purchaser is a converter under 

subsection 3 or has notice or knowlPd9e of breach of fiduciary 
duty as stated in subsection 4. 

~. In an action to enforce the obligation of a party to 
pay the instrument, the obli90r has a defense if payment would 

violate an P.ndorsement to ~hich this section applies and the 
payment is not permitted by this section. 

Sec • . lS. NEW SECTIO~. SS4.32D7 REACQUISITION. 

Reacquisition of an instrument occurs if lt i3 transferred 
to a former holder, by negotiation or otherwise. A forl"ler 

holder who reacquires the instrument may cancel endorsements 

made after the r~acqutrer first becamP. a holder of the 
instrument. If the cancellation causes the instrument to be 

payahlP. to the reacquirer or to bearer, the reacquirP.c may 
neqotlate the instrument. An endorser whose endorsement is 

cancelled is discharqed, and th~ dischar9e is effective 
against any subsequent holder. 

PART 

£NrORCEMENT Or INSTRUMENTS 

Sec. 16. NEW~f_TION. SS4,J)()l PERSON EN7I'I't.F.D TO 

ENfORCE INSTRUMENT. 

''Person entitled to enforce'' an instrument means (i) the 

holdPr of the in~trument, (ii) a nonholder in possession of 
the instrument who has the rights of a holder, or (iii) a 

person not in possession of the instrument who is entitled to 
Pnforce the instrument pucsuant to section S54.3309 or 
554.3418, subsecti,ln 4. A person may be a person entitled to 

~nforc~ the instrument ev~n thouqh the person is not the owner 
of th~ insttument 'lc is in Wlonqful poss~ssion of the 
tnstroment. 

Sec:. l"J. ~lEW SECTIQ~. 554.3102 H0L[)£R lN DUC: COURSF:. 
1. Subject to subsection 1 and section S54 .. ll06, 

subsection 4, ••holder in due course" means the holdel of an 
instrument if: 
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a. the instrument when issued or negotiated to the holder 
does not bear such apparent evidence of forgery or altcrat icn 

or is not otherwise so irreqular or incomplete as to call into 
question it~ authenticity; and 

b. the holder took the instrument (iJ for value. {ill in 

good faith, (iii) without notice that the instrument is 

oveidue or has been dishonored or that thece i.s an uncured 
default with respect to payment of another instrument issued 

as part ot the same series, (i.v) without notice that the 

ins.trument contains an unauthorized slqnature or has been 

altered, (v) without notice of any claim to the instrument 

described in section 554.))06, and (vi) without notice that 

any party has a defense or claim in recoupment described in 
section 5S4.3305, subsection 1. 

2. Notice of discharqe of a p<trty, other than discharqe 1n 
an insolvency proceeding, is not notice of a defense under 
subsection l, but discharge is effectivP. aqainst a person who 
became a holder in due course w1th notice of the discharge. 

Public f1linq or rP.cordinq of a document does not of itself 
constitute notice of a defense, claim in recoupment, or claim 
to the instrum~nt. 

3. Except to the extent a transferor or predecessor in 
interE>!it. hils riqhts as a holder in due course, a person do~s 

not acq~ire riqhts of a holder in due course of an instrument 
tak~n (i) by legal process or by purchase in c1n execution, 
bankruptcy, or creditor's sale or similar proceedinq, (li.) by 

pu:chase as part of a bulk transaction not in ordinary cotJrse 

of busioes8 of th~ transferor, or (iii) as the successor in 
interPst tc an estat~ or other organization. 

4. If, under section 5S4.3J{)), subsection l, p~cagraph 
··a··, the promi~e of performance that is thP. consid~ration for 

;~n instrument has been partially performed, t.he hold~r may 
asso:-ct nqht.s as a holde-r in du~ r.ourse of the instrument only 

tc the fraction of the amount paya~le und~c the in~trun~nt 

P.qual to t.he value of the partial p~;>rformance divided by thP. 

value of the pco~ised perfoc~anc~. 

• 
Senate FilP. 2279, p. 22 

5. lf (i) the person entitled to enforc~ an instcumPnt has 

only a security intere9t in the inRtru~ent and 4ii) the person 
oblige-d to pay the instrument has a defense. claim in 
recoupcr.ent, or claim to the instrument that may be asserted 
against the person who granted the security intPrPst, the 

person entlt"led to enforce the instrument may assert rights as 
a holder in due course only to an amount payable- under the 

instrument which, at the time of enforcement of the 
instrument, does not exceed thP. amount of the unpaid 

obliqation secured. 
6. To be effective, notiCP must be received at a tune and 

in a manner that gives a reasonable opportunity to act on it. 
7. This section is subject to ~ny law limiting statuR as a 

holder in due course in particular classes of transactions. 
Sec. 18. NEW SEC!;,sJ~. 554.3303 VAI.UF. MlO CONSIDERA"TION. 
1. An instru~ent 1s issued or transferred foe value if: 
a. the instrument is issue(\ or transferred for il prom1se 

of performance, to the extent the promise has been performed: 
b. the transferee acquires a security interest or oth~r 

lien in the instrument other than a lien obtained by judicial 

proceedin9; 
c. the instrument is issued or transfened as payment of, 

or as sec~rity for, an antecedent claim aqainst any per~on, 

whether or not tha claim is due: 
d. the instrument is issued or transfern~d in PxchangP. for 

a negotiable instrument; or 
e. the instrument is issued or transfer1~d in ~x~hanqe for 

the incurring oC an irrevocable obligation to a third party by 
the person taking the instrument. 

2. ''Consideration'' means any consideration sutf.cient to 
support a simple contract. The drauer or ri.lker of an 

instrument hds a defense i( the Lnst.rument is issu~·J ~o~it~·~••t 

consideration. If an instrument is i~sued for a pronise of 

performance, the issuer ha~ a defen~~ to the ~xt•nt 
performance of the pco~ise is due and the promis~ has not b~~n 

pecfor~ed. [( an instrumPnt is issued for value as stdted in 

subsection 1, the instrument is also issued for consideration. 

Sec. 39. NEW )?~CTIO~. S54. 3304 OVl:RDUE INSTRUMENT, 

"' 'TI 
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l. An instrument payable on demand becomes overdue at the 
earliest of the following times: 

a. on the day after the day demand !or pay~ent is duly 
made; 

b. i~ the instrument is a check, ninety days after its 
date1 or 

c. i~ the 1nstroment is not a check, when the instrument 
has been outstandin9 for a period of tim~ after 1ts date which 

is unreasonably long under the circumstances of the particular 

case in light of the nature of the instru!l'lent and usag@' of the 
trade. 

2. With respect to an instrument payable at a definite 
time the follcw1nq rules apply: 

a. If the principal is payable in installments and a due 
date has not beP.n i!lccelerated, the instrument bP.comps overduP. 
upon default under the instrument for nonpay~ent of an 

installment, and the instrumP.nt remains overdue until the 
default ia cored. 

b. If the principal is not payable in installii'IP.nt~ and thP 

due date has not been accelerated, the instrument becomes 
overdue on thP day aftPr thP due datP. 

c. If a due date with respect t.o principal has been 
accelerated, t.hP. 1nstrument hPcomes overdue on the day after 
the accelerated due date. 

3. llnlP.ss t.hP doe date of principal has beP.n accP.lJ!ratP.cL 
an inotrurr.ent does not beco~t~e overduP. if there is d@'fault in 
p~yment of interest but no 

Sec, 40. NEW_ ~-~~.!..!Q~. 

R£COtrJlMEN'l'. 

d~fault in paym~nt of princip~l. 

SS4. 3305 DEFENSES AND CLAIMS ltl 

1. Except as stat~d in subsection 2, thP. right to enforce 
the obligation of~ party to pay an instru~J!nt is ~ubj~ct to 
the followinq: 

a. •l d~fl?'nse of t.hc obligor b.1s~d on ~ i) infancy of th'! 
obligor to the extent it is a d~f~nsr to a simple contrac~. 

(ii) duress, lack of leq~l capacity, or illegality of thJ! 
transaction ~hich, und~r other law, nullifies the obliqation 
of the obliqor, I iii) fraud that induced the obliqor to sign 
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the instrument with neither knowlpdge nor reasonable 

opportunity to l~arn of its character or its ess~ntial ter~s, 

or [iv) discharge of the obliqor in in~olvency proceedings: 
b. a de~ense of the obli9or stated in another section of 

this Article or a defense of the obligor that would bP 

available i( thP. person entitled to enforce the instrument 
were enforcin9 a right to pay~ent under a simpl~ contract: and 

c. a claim in recoupment of th@' obligor aqainst thP. 

oriqinal payee of the instrument if the claim arose froM th~ 

transaction that qave rise to the instrument; but the clai~ of 
the obligor may be asserted against a transfereP of thP. 

instrument only to reduce the arr.ount owing on the instrument 
at the time the action is brought. 

2. The riqht of a holder in due course to enforce the 
obligation of a party to pay th~ instrument it; subject to 
defenses of the obliqor staled in subsection l, paraqraph "a", 

bot is not subject to defenses of the obl iqor stated in 
subsection 1, paraqraph ''b", or claims in recoupment. stated in 
sobsect1on l, paraqraph "c", aqainst a person other than thP 
holder. 

3. Except as stated in subsection 4, in an act ion to 

enforce the obliqation o! a party to pay the instrument, the 
obllqor may not assert against the person entitled to enforce 

the instrument a defense, claim in recoupment, or claim to the 
instrument (section SS4.3106) of another person, but thP. other 

person's claim to th~ instrument lt'ay be asserted by the 
obligor if the other person is joinP.d in the act.ion and 

personally asserts the claim aqainst the person untitled to 
eon force the instrunent. An obliqor is not obliged to pay the 

instrunent if th~ person see~inq enforcement of the instrunent 
does not have rights of a holder in due course and the obligor 

proves that the instrument is a lost or stolen instrument. 
4. In an action to enforce the obligation !>f an 

accommod.1tlon p.Hty tc pay an instrurt'.ent, the accrx'.mod<ltion 
party ~ay assert aqainst the p~rson entitled to enforce th~ 

instrument any defense or cla1n in recoupment under subsection 

1 that the accom..'Tiodated party could assert aqainst the person 
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c-!"'titled to enforce thP. instrumP.nt, e-xcept thQ' defenses of 
disCh4rqe in insolvency proceeding~, infancy, and lack of 

legal capacity. 

Sec. H. NEW ~ECTION. 554.3306 CLAIMS TO AN 1NS1'RUMENT. 

A person taking an instrument, other than a person havinq 

rights of a holder in due course, is subject to a claim of a 

property or possP.ssory right in the in8trument or its 
proceeds, including a claim to rescind a negotiation and to 

recover t.hP. i n~trument or 1 ts proceeds. A person having 

rig_hts of a holder in due course takes free of the claim to 

the instrurM~nt. 

Sec. 42. HEW SECTION. 554.3307 NOTlCE OF BREACH OF 

FIOUCrARI' DU'T'i. 

1. rn this section: 
a. "Fiduciary" mPans an aqent, trustee, partner, corporate 

officer or director, or other representative owinq a fiduciary 
duty with r•spect to an instrument. 

b. ''Represented person" me<1ns the principal. benefici4ry, 
partn~rshl.p, corporation, or ot.her pers(')n to whom the dlJt.y 

stated in paraqraph "a'' is owed. 
2. If (i) an instrument is tak.en from a fiduci.Hy for 

payment or collection or for value, cii) the tak.er has 
knowledqe of the fiduciary status of the riduciary, and (i.ill 
the represented person malc.es a claim to the instrument or its 
proceeds on the basis that the transaction of the fiduci~ry is 
a breach of fiduciary duty, the following rules apply: 

a. t~oti.ce of breacl, of fiduciary duty by the fiduciary is 

notice of the claim of the represented person. 
b. In the case of an instrument payablP to the rPpr~s~n~Pd 

'91'!tson ot the fiduciary as such, the talc.er ~as not.~cf! of t.he 

breach of fiduciary duty if the instrument is ( i) takPn in 
pd:·m•~nt of or as security for " dP.bt. known by thP tak~r t'.> b~ 

the personal debt of the fiduciary, ( i i J taken in a 

trdn::>acti0n ~nown by the taker t.o be for thP person~l benefit. 
of tlle fiduciary, or (iii.) 11Pposited t.o an account r.>th~:>r tt:an 

an account o{ the fiduciary, as such, or an account of the 

represented person. 
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c. If an in~trum~nt i.~ l~su~d by the represented person or 

the fiduciary as such, and made payable to the fiduciary 

personally, the ta~er does not have noticP of th~ breach of 
fiduciary duty unless the taker knows of the breach of 

fidiJciary duty. 
d. If an' instrument is issued by the represented person or 

the fiduciary as such, to th~ tal(er as payee. thP. taker has 
notice of the breach of fiduciary duty if the instrument is 
(i) taken in payment of or ~s security for a debt known by thP 

taker to be the personal debt of the fiduciary, (ti) t4ken 1n 
a transaction known by the taker to be for the personal 

benefit of the fiduciary, or (iii) deposited to an account 
other than an account of the ~iduci.ary, ~s such, or an account 

of the represented person. 
Sec. 43. NEW~~· 5S4 ,110S PROOF Of" SIGNATURES hNO 

STATUS AS HOLDER IN DUE COURSE. 
l. In an action with respect to an instrunent, t.h~ 

authenticity of. and authority to make, each si9nature on the 
instrumet'\t is admitted unles!; specifically denied in t.he 
pleadinqs. If the validity of a signature is denied in the 
pleadinqs, the burden of establishing validity is on th~ 

pec9on claimlnq validity, but the signature is presumed to be 
authentic and authorized unless the action ls to enforce the 
1 iabi.llty of the purported siqner and the si.qner is dead or 
incompetent at the time of trial of the issue of v~lidity of 
the siqnature. I( an action to ~nforce the in5trument is 
brou9ht aqainst a person as the undisclosed pnncip.:tl of a 
person who siqned the instrusnent .1s a party to t.he inst.rUfhPnt, 
the plaintiff has the burden of establi~hinq that th~ 

defendant is liable on the instrument ~s a reprpspntPd p~rson 

under section 5S4.3402, subsection 1. 
2. If the validity of signatures ia adnit.tL•J o1· pi'(J'J!?!C .::~~nd 

there is complianc~ with subsection 1, a pldinti[f prod•Jcinq 
the instrument i.s ~nt:ltl1~d to pdyr.ent i{ the plaintiff p1·ovt!'a 

entitlement to enf'orcP. the instrument under sec.:tir.on 5S·L no1. 
unless the defendant pcoves d defense or claim in recoupment. 
tf a defense or clai~ in recoupment is proved, the riqht to 
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payment of the plaintiff is subject to the defense or clai~. 

except to the extent the plaintiff proves that the plaintiff 
has riqhta of a holder 1n due course which are not subject ~o 

the defense or claim. 

Sec. 44. ~~~--SECTI9~· S54.3l09 ENFORCEMENT OF LOST, 

Or.STROYED, OR STOLEN INSTRUMENT. 

l. A peraon not Ln possession of an instrument ig entitled 
to enforce the instrument if: (i) the person was i.n 

possession of the instrument and entitled to enforce it when 
loss of possession occurred, (ii) the loss of possession was 
not the result of a transfer by the person or a lawful 
seizure, and (iii) the person cannot reasonably obtain 

possession of the instrument because the instrument was 
destroyed, its whereabouts cannot be determined, or it i~ in 

the wrongful possess1on of an unknown person or a person that 
cannot be found or is not amenable to service of process. 

2. A person se~kin9 enforcement of an 1nstrument under 
subsection l must prove the terms of the instrument and the 
person's right to ~nforce the instrument. If that proof is 

made, section SS4.3308 applies to the caae as if the p~rson 

seeking enforcement had produced the instrument. The court 
may not enter judgment in favor of the person seekinq 

enforcement unless it finds that th~ person required to pay 

the instrument is adcqu3tely protected .-tgcli.n!!t loss th.1t might 
occur by reason of a claim by another person to enforce the 
inatrumt>nt. Adequate prot.ection m.1y be provided by any 
reasonable means. 

Sec. 45. NEW SI;£.!:'.!_~. SS4.3310 l:rFI:Ct: Or INSTRUMENT ON 
OBLIGATION fOR WHICH TAKEN. 

1. Unless othervise agreed, if il certified check, 

cashier's check, or teller's chPck is taken for an obligation, 
the obligation is di~charged to the same extent discharge 

would r~sult if an anount of money equal to the n~ount ot thP 

instromcnt ~Jere ta!<en in payment. of t.h~ obligation. Di~charqf! 

of the obligation does not affect any liability that th~ 

obligor may h~ve as an endorser of the instrument. 
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2. Unless othP.rwis~ agrPed and except as provided in 

subsection 1, if a note or an uncertified chec~ is ta~en for 
an obligation, the obligation is suspended to the same ~ICtent 

the obligation would be discho!uged if an amount of money equal 
to the amount of the instrument were taken, and the following 
rules apply:" 

a. In the case of an uncertified check, suspension of the 

obligation continues until dishonor of the chec~ or until it 
is paid or certified. Paym~nt or certification of the check 
results in discharqe of the obligation to the extent of the 
art-ount of the check. 

b. In the case o~ a note, suspension of the obligation 
continues until dishonor of the note or until it is paid. 

Payment of the note results in discharqe of the obligation to 
the extent of the payment. 

c. Except as provided in paragraph "d", if the ch~ck or 
note is dishonored and the obligee of the obligation for which 

the instroment was taken is the person entitled to t-nforce the 
instrument, the obligee may enforce either the instru~ent or 

the obligation. In the case of an instrument of a third 

person which is negotiated to thn obligee by the obligor, 

discharge of the obligor on the instrument also di~dtarqe~ the 
obl iqat ion. 

d. If the person entltl~d to enforce the instcu~ent taken 
for an obliqation is a pPrson other than th& obl igPe, the 

obliqee nay not enforce tt1e obligation to the extent the 
obligation is suspended. If th~ obligee is th~ per5on 
entitled to enforce the instrument but no lonqer has 

possession of it becausP. it was lost, stolen, or destroyed, 

the obligation may not be ~nfocced t.o the extent ot thP amount 
payable on the LnEt rument, and to that extent the obl i.g~e' s 

rights against the obligor are li~Lted to ~nforcement of the 
instrument. 

J. If an instrum~nt other than one dP.scciflerJ in suh~ect..on 
or 2 is taken for an obligation, the eff~ct is {I) that 

stated in subsection l if the instro~ent is one on ~hich a 

bank is liable as ma~er or acceptor, or {iii that stated in 
subsection 2 ln any other case . 

• 
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Sec. 46. 1-:E!'l ... SEC'r_I_~~· 554.3Jll ACCORD AND SA'IISfACl'!ON 

BJ' USE OF It.:S'rRUME~T. 

1. If a person aqainst w~om a claim is asserted proves 

that (i) that person 1n good Eaith tcndec~d an instrum~nt to 

the claimant as full satisfaction of the clai~. tiiJ the 
amount of the cla~m was unliquidated or subject to a bona fide 

dispute. and {iii) the claimant obtained payment of the 

instrument, the following subsections apply. 
2. Unless subsection J applies, the claim is discharged if 

the person against whom the claim is asserted proves that the 
in~trumPnt or an acco~panying written co~~unication contained 

a conspic~ous statement to the effect that the instrument was 

tPndPred as full satisfaction of thP claim. 

J. Sub)~ct to subsection 4, a claim is not disch~rged 

under suh~~ction 2 if eithe>r of the follo· ... ing applie!\: 

a. The claimant, if an organization, proves that (i) 

\Jithin c1 reasonable time hPfore the t~nder, the claimant sent 

a conspicuous statement to the p~rson against -..·horn the claim 

is asserted that communications concerning di~puted debts, 

including an instrument tendered as full satisfaction of a 

d~bt. are to be sent to a designated per~on. office, or place, 

and ( i i) the instrument or accompanying corr.municat ion was not 

recehed by that d~signated person, oftice, or placP.. 

b. The claimant, whether or not an organization, proves 

that ...,it.hin ninety days after payment of th~ instrumP.nt., tho? 

cL1itnant tendered repayfl'lent of the amount of t.hf! instrument. to 

the> person against whom the clain is ass~rted. This parilqraph 

does not ,lpply if the claimant is an organization tr.at. sent. .1 

sta~enent complying with paragr~ph ''a'' lP.tter (iJ. 

4. A claia-. is discharged if the person against whC'TU. th~ 

claim i.s a~serted proves that within a reasonable tim~ befor~ 

C<">ll~ction of the instrument was initiat~d. the claitnant. or 

an d9ent of the claimant. havinq dir~ct r~sponsibility ~ith 

rr-speL:t. to the disput.ed obliq<ltion, ):new that. t.he in!'>trurn~nt 

·..-a:; tend~red in full satisfar.tion of th~ cldin. 

Sec. 47. NEW ___ SEC:r...!_O~. ~S-1.))11 LOST, DESTRO'if.D, OH 

S1'QL8N' CASHIER'S CHECK, "TELLER'S CHECK, OR CERTIFIED CHECk. 

1. ln this sectio~: 
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a. ''Check'' m~ans a cashier's ch~ck, teller's check. or 

certified check. 

b. "Claimant" means a pPrson who c1.1icns the right to 

rec&1ve the amount of a cashier'3 check, teller's check, or 

certified cher.k that wa~ lost, destroyP.d, or stolen. 

c. "Oecl:Sration of loss'' tfleana a written statement, tflade 

under penalty of perjury, to thP. effect that. (i) the declarer 

lost possession of a check, (ii• the declarer i3 the drawer or 

payee of the check, i~ the case of a certified check, or th~ 

remitter or payee of the check, in the case of a cashier's 

check or teller's check, (i.iil the loss of po~session was not 

the result of a transfer by the declarer or a lawful seiture, 

and (iv) the dP.clarer cannot reasonably obtain posses3ion of 

the check because the check was destroyed, it.s whereabouts 

cannot be det.ermined, or 1t is in the wronqful pos!!.ession of 

an unknown person or a person that cannot be found or is not 

amenable to service of procas~. 

d. ''Obli9ated bank" means the issu~r of a cashier's check 

or teller'~ check or the acceptor of a certified check. 

2. A claimant may assert a claim to th~ amount of a check 

hy a coJ'IUTiunlcation to t.he obligat~d nank describing the ch~ck 

with reasonable certainty and requestinq payment of the amount 

of the ChPck, if (i} the claimant is the dra· ... Pr or payee of ~1 

certified check or the remitter or payee of a cashier's check 

or teller's chec](, (ii) the coJTilftunication contains or is 

accompanied by a declaration of loss of the clai~t~ant wit.h 

respect to the chec~, (iii) the corrun•Jnicat.ion is rece-ived at a 

time and in a fl'lanner affording t.he bank a redsonabl~ tim~ to 

act on it before t.he chl?ck i!< paid, and ( iv) the claim.1nt 

provide'S 1·~asonable identification if ~Pq\J(!!'>t.ed by t.he 

obliqated ba~k. Delivery of a declaration of loss is a 

·,.,.arranty of tht.~ truth of the statemPnt:.; rtldd'~ in t.he 

declaration. If a clai~ is assP.rted in complianc~ o!itll this 

S\lbsec~ion, thP following rul~s apply: 

a. The claim hPcomes enforcedble at the lJ.'.:er 

the nif'letieth 

of r i) 

day 

thl? 

time the clai~ is asserted, or {iiJ 

follo~ing the date of thP. chPck, in '.:h~ case of a cashier's 

en 
'TI 
~ 
~ ..... 
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chec~ or teller's check, or the ninetieth day tollowing the 

date of the acceptance, in the case of a certified check. 
b. Until the claim beco~es enforceable, it has no leqal 

effect and the obliqated bank may pay the check or, 1n the 
case of a teller's ch~ck, may permit. the drawee to pay the 

check. Payment to a person entitled to enforce the check 

discharqes all liability of the obligated ban~ with respect to 
the check. 

c. lt the claim becomes enforceablP. before thP. check 1s 
presented for payment, the obligated bank is not obliqed to 
paY the check. 

d. When the claim becomes enforceable, the obligated bank 
becoi!'P.~ obligP.d to pay thP. amount of the check to t.he claim.ant 
if payment of the check has not been made to a person entitled 
to enforcP. the check. Subject to section SS4.4302, sub!iection 
1, paragraph ''a", payment to the claimant discharges all 

liability of the obligated bank ·...-ith rP.spect to the chP.ck. 

3. If the obligat~d bank pays the amount of a check to a 

claiMant under subsection 2, paragraph ''d", and the check is 
presented for payment by a person having riqhts of a holder in 

due course, the claimant is obliged to ( i) refund the payment 
to the obligated ban~ if the check is paid, or (iil pay the 

a!Tiount of the checlc to the per!';on havinq rights of a holder in 
due course if the check is dishonored. 

4. lf a claimant has the right to assert a clain under 
subsection 2 and is also a person entitled to enforce a 

cashier's check, t~ller's check, or certified check which lS 

lost, destroyed, or stolen, thP. ctaim.ant ~ay assert rights 

with respect to the check P.ith~t ~nder this section or section 
5S4. 33{)9. 

PART 4 

LIAHILIT'i Of PARTIES 

Sec. 48., NEW SF.CTION. 554.3401 SIGNNI-URL 

1. A person is not liabl~ on an in~trumPnt unless (i) th~ 

person sign~d the instrument, or ( ii) the person IS 

reprPsented by an agent or representative who signed the 

instru~ent and the signature is binding on the represented 
person under section 554.3402. 

Senate Fit~ 1279, p. 12 

2. A signature may b~ made (i) manually or by ~eans of a 
device or machine, and (ii) by th~ use of any name, includinq 
a trade or assumed naiTie, or by a word, mark, or symbol 

executed or adopted by a person with prP.sent intention to 
authenticate a ~riting. 

Sec. 49. • ~EW SEC-riO~. SS4.3402 SIGNATURE A'i 

REPRESENTATIVE. 

l. If a person acting, or purporting to act, as a 

representative signs an instruMent by siqninq either the name 
of the represented person or the name of the signer, the 

rP.presented person is bound by thP. signature to thP. samP. 
ext~nt th~ represent~d person would be bound if the signature 
werP. on a slmplP contract. lf the represented person i~ 

bound, the signature of th~ representative is th~ ''authori~cd 
signature of the reprP.flent~d person" and the repr~sentP.d 

person is liable on the instrument, wh&ther or not identified 
in the instrument. 

2. If a representative signs the name of the 

represPntatlve to an instruMent and the siqnaturP. ~~ an 

authorized signature of the represented person, the following 
rules apply: 

a. If the form of the signature sho~s unambiguously that 

the siqnat11re is ll'ade on hehalf of the rP.presPnted pPr~.on wh() 

is identified in the instrum~nt, the represcntatlvP is not 
liable on the instrument. 

b. Subject to subsP.ction .}, if (i) the form of the 
signature doe!'> not !';hou unambiguously that t.he f>ignaturP IS 

made in a representative capacity or (ii) the rcprPsentcd 

person ts not idPntified in the instrument, thP r~pr~sP.ntativP 

is liable on th~ instrumen! to a holder in due COIJtSe th~t 

took: th~ instrument ...,ithout notice that the repres~ntat:i.ve \ol.t.IS 

not intend~d to be liable on the instr,JmPnt. With lPsp~ct to 
any other per~on, thP. rPpresentative is liabl~ on th~ 

instrument unless ~.he r~presentative pnweu th,lt tho? ori--,~in<tl 

parties did not intend the representative to be l1ahlP. an the 
instrument. 
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3. If a reprP.sentative sign~ th~ na~P. or the 

repr~s~ntative as drawer of a check without indication of the 

representative ~tatos and the check is pay~ble from an account 

of the represented person who is identified on th~ check, the 

signer is not liahl~ on the ch~ck if the signature LS an 

authorized signature of the represented person. 

Sec. SO. NE~_.!?:EC'l'IO~. 5S4.J403 tJNAUTHORIZEO SIGNATURE. 

1. Unle~s otherwise provided in this Article or Article 4, 

an unauthorizP.d siqnatore is ineffective excPpt a~ the 

ai~nature of the unauthorized aiqner in favor of a person who 

in 900d fait:h pays the instrutr.ent or takes 1t for value. An 

unauthorized siqnature may be ratified for all purposes of 

t.hia Article. 
2. If the aiqnature of more than one person is required to 

constitutP the authorized siqnaturP. of an orqanization, the 

siqnature of the organization is unauthorized if one of the 

require~ siqnatures is lackinq. 
3. The civil or criminal liability o( a person who makes 

an ttn&uthorired signature is not affected by any provision of 

this Article which makes the unc!luthociO!ed signature effective 

(or the purposes of this Article. 

Sec. 51. ~-E~ SEC'l'I_O~. SS4, 3404 IMPOSTORS -- F1C7IT10US 

PAYEES, 
l. If c1n irnpost.or, by \lSt" o( the lt'ails or otherwise. 

induces the iSS\ler of an instrument to issue the instrument to 

t.he impostor, or to d person acting Lr\ ~.:oncert with the 

ir:.postor, by imper!>onating the payer of th~ instrultlent or a 

person authorized to c1.ct for the paye-e, an endorserr.ent of the 

ino:.trument by any person in the name of the payP.e is effective 

a~ t.he e-ndorsement of the payeP. 1n favor of a person who, in 

'JCOd faith, pays the instrument or t.akes it for value or for 

c0llection. 
2. lf ( i J .a persor. who:oe intl'nt. dPtermi.nPs to .... nom an 

.nstrurnent is payable (section SS4.31\0, ~;ubsec:tion tor 2) 

de~~; not intPnd the person identified as paye~ to ha·.Je any 

interest in the instrument, or (ii) th~ person id~ntified as 

payE.>e of an instrument is a fictitious person, the folloving 
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rules apply until the instrument is negotiated by special 

endorsement: 
a. Any person in possession of the instrument is its 

holder. 
b. An endorsement by any person in the name of the pay~e 

stated in the instrument ls effective c!l9 the endorsement of 

the payee in favor of a person who, in good faith, pays the 

instrument or takes it for value or for collect iori. 

3. Under subsection 1 or 2, an endorsenent is made in the 

name of a payee 1f (i) it is made in a name substantially 

similar to that of the payee or Iii) the instrument, whether 

or not endorsed, is dPposited in a depositar~ bank to an 

account in a name substantially sir'lilar to that of the payee. 

4. With respect to an instrument to .,..hich subsection 1 or 

2 applie-s, if a person payinq the instrument or taking it for 

value or for collection fails to exercise ordinary care in 
payinq or takinq the instrument and that failure substant.iall;• 

contributes to loss resulting from payment of the instrument, 

the person bearinq the loss may recover from th~ person 

failing to exercise ordinary care to the extent the (ail\lre to 

exercise ordinary cc!lre contributed to the loss. 
Sec. S2. NE~.~~CTION. SS4.3405 EMPLOYER'S RESPONSIBILITY 

FOR f'"RAUOUt.f.N':' ENDORSE~ENT B't EMPLOYEE. 

1. In this section: 
a. ''El'nploy~e" includes an independent contractor and 

employe~:: of an independent contractor retained by the 

employe-r. 
b. ''Fraudulent endorsemP.nt~ ~eans (il in the case of an 

instrume-nt payable to the el!"lployer, a forged endorse~ent 

purporting to be t.hat of the employer, or (ii) in the case of 

.=tn in9tru"'ent wi.t.h respect. to which the employer is the 

issu~r. a fotqed endocsPment purporting to bP that of the 

person id~ntif~(":d <l$ payee. 
c. ''Responsibility'' with re!i-pect to instruments m~ans 

authority (i) to sign or endorsE.> instruments on behalf of the 

employer, Iii} to ptoc~ss. 1nstrur.~ents rP.ceivcd by the f'nployer 

for bookke~pinq purposes, for deposit to an account, or for 

VI ..., 
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othe~ disposition, liiiJ to pr~pare or procPss instr~ment~ for 
issue in the name of the employer, (iv) to supply information 

dPt.ermininq the names or addresses of payees of instrumPnt.s to 

be issuP.d in the name of the employer, (v) to control the 

disposition of instruments to be issuPd in the nJtme of t:he 

employer, or (vi) to act otherwise with respect to instruments 

in a rP.sponsible capacity. ''Responsibility" does not include 

authority that merely allows an employee to have access to 

instruments or blank or incomplP.tP. instrument forms that are 
being stored or transported or are part of incoming or 
outqoinq r.'l&il, or similar access. 

2. For the purpose of detumining the rights and 

liabiliths of a pe'rson who, in qoo.-J faith, pays an instrument 
or t4kes it for value or for collection, if an employer 

entrusted an t>mployee vi.th responsibility with respect to the 
instrument and the t>ITiployee or a pt>r!>on acting in concert wi ttl 
the employee rt'akP.s a fraudult>nt endor~Prnent of the i.nstrumPnt, 
tht> endorse~t>nt is effective a$ the endorst>mt>nt of the person 

to whom thP.- instrument is payable if it Is m.tde ln th~ namP. of 
that pPrson. If the person paying the instrument or takinq it 

for value or for collection fails to exercise ordinary care in 
paying or taklnq the instrument and that failure substantially 
contributes to loss resulting fro~ the fraud, the per~on 

bearing the lOS$ may rt>cover from the person failing to 
exercise ordinary care to the extent the failure to l'XP.rcise 
ordinary care contributed to the loss. 

]. Under subsection 2, an endors&rr..ent is mad& in the n.lme 
of the person t.o ~>~hom an instrument is pay.lbl~ if (i.) it ls 
~ade in a n~me substantially similar to th& name of that 

per sun or { i i) tho! inst rornent, whethet or rwt endotsed, 15 
deposited 1n a depositat·y hank to an account: in a namE.> 

substantially similar to the name o( thdt p~rson. 

Sec. 53. ~W __ SCCTIOU. r,54.3406 NEGLIGt:NCI: CONTRIRU1'l~-:; 

TO fORG£0 SlGNA1'URF. OR ALTERATIOtJ 01-' INS1Rtl:-lf.KT. 

1. A person whose failure to exercise or~inary care 

substantially conttibutes to dO alteration of an instrument ot 
to the ma~inq of a forged siqnature on an instrunent is 
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precluded fron assertinq the alteration or the forgery aqalnst 
a person who, in qood faith, pays the instrumPnt or takes it 
for value or for collection. 

2. Under subsection 1, if the p~rson a9sertinq the 

preclusion fails to exercise ordinary care in pay1ng or t.akinq 
the instrumeht and that failure 9Ubstantially contributes to 

loss, the loss is allocatP.d between the p~rson precluded and 
the person assertinq the preclu!lion according to the eJ(tent to 
which the failure of each to eJ(ercise ordinary care 
contributed to the loss. 

J. Under subsection 1, the burden ot proving tailurt> to 
exercise ordinary care is on the person assertinq the 

preclusion. Under subsection 2, the burden of provinq failure 
to exercise ordinary care is on the pP.rson precluded. 

Sec. S4. NEW SECTION. 554 • .1407 At,TERATIOn. 
1. ''Alteration'' means {i.) an unauthorized change in an 

instrument that purports to modify in any respPct the 

obliqation of a party, or {li) an unauthoriz~d addition of 

wordB or numbers or other change to an incompl~te in5trument 
relating to the obligation of a party. 

2. Except as provided in S11hsection .1, an alteration 
fraudulently made discharges a party whose obli9ation is 

affected by the altPration unless that p~rty assPnts nr is 

precludPd from assertinq the alteration. No other alteration 
dischc1rges a party, and the in!<trumPnt may hE' enforced 
according to its original tPrrns. 

J. A payor bank or dr~wee paying a fratJdulently altered 
instrument or a person takinq it for value, in good faith and 

withottt noticP. of the alteration, may enforce riqhts with 

respect tc> the instrument (iJ according to its ori~inal term~. 

or (ii) in t.hP. c.l!H.• of an incoiT'pletP. instr11nent illtered by 

unauthorized conpletion, acr.ord~nq to its terms as complet.ed. 
S~c. Sc;. ~.:...~. SF.t;'TION. 5S4.140!"j. DRAWY.E: NOt LlA!lLE ON 

UUACC£PTED DRAFT. 

A check or ather draft does not of itself operat~ as an 

assignment of fonds in the hands of the drawee available for 
its payment, and the drawee is not liable on the instrume~t 
until the dravee accepts it . 
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Sec. S6. !!£W SE._GTION. SS4. H09 1\CCI::PTANCE Of DRAfT -­

CERTifiED ClfECK. 

l. "Acce'ptance" means the drawee's signed agreement to pay 
a draft as presented. It must be written on the draft and ~ay 

consist of the drawee's slgnattlte alone. AcceptancP. may be 

~ade ~t any time and becomes effective when notification 
pursuant to instructions 1s qiven or the ttccept.P.d draft. i.s 

delivered for the purpose of qivinq riqhts on the acceptance 

to any person. 
2. A draft may be accepted althouqh 1t has not been signed 

by the drawer, is otherwise incomplPte, ts overduP., or has 

bee'n dishonort>d. 
3. lf a draft i~ payahlP. at a fixed pP.riod after sight and 

the acceptor fails to date the acceptance, the holder may 
complHe the acc~ptance by supplying a date in qood faith. 

4. "Certified check'' lf.t>ans a check accepted by the bank on 
which it is drawn. Acceptance m~y be made as 9tated kn 
subsection l or by a writing on the check which indicates that 

the chec~ i~ cP.rtified. The drawP.e of a check haR no 
obligation to certify the check, and refusal to certify is not 

dishonor of the chP.ck. 
Sec. 57. NEW S~CTIQ~. 554.1410 ACCEPTANCE VARYING DRAFT, 

1. If the termf; of a draweE.'' s accP.pt.ance vary from the 

~erms of the draft as prest>nt~d. the holder may refuse the 
acc~pt.ance- and treat t.he draft as dishonored. In that case, 

the drawee may c.1nc~l the accept.clncE.". 
2. ThP. tP.rm~ of a draft arP not. varied by an acceptance to 

pay at a particular bank or placP in the United Slates, unless 

thP. accept~nce s~ates that the dr~ft is to be paid only at 

that bank or placP. 
1. If the- holder assent.!'. to"" acr.ept<tnce varying the 

term~ of a draft, th~ obliqation of each drawer and endorser 

that. does not expre~;sly assent to thP ,,cceptan<.:e is 

dis..:harg~d. 

Sec. 'iS. ~-~--!}.~_CTIO~. S54.Hll IH:f'USAL TO PAY CASHIER'S 

CHE:Cl<S, TEJ.LER'S CHECKS, AN~ CI:RTlfl£0 CHECKS. 
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1. In this section, ''obligated ban~·· means the ac~eptor of 

a certified check or the issuer of a cashier's chec~ or 

teller's check bouqht from the issuer. 
2. If the obli9att>d bank wrongfully (il refuses to pay a 

cashier's check or certified check, (i.il stops paymPnt. of a 

teller·~ check, or (1li) refuses to pay a dishonored teller's 
check, the pt>rson asserting the riqht to enforce the check lS 

entitled to compensation for expenses and loss of intt>rest 

resultinq from the nonpayment and may recover consequE>nt.ial 
damages lf the obligated bank refuses to pay after receiving 
notice of particlllar circumstances giving ris~ to the damagPs. 

J. Expenses or consequential damages under subsection 2 

arP. not rP.coverable if t.hP refusal of tht> obligated hank to 

pay occurs because (i) the bank suspends payments, (iil the 
obligated bank asserts a claim or defense of the hank that it 

has reasonable qrounds t.o believe is available a9ainst the 
pP.rson Pnt.itle-d to enforcP. the instrl•ment, {Iii) the obligat.~d 

bank has a reasonable doubt whether the person demanding 
paymP.nt is the person entltled to enforcP. the in~trum~nt, or 

(iv) payment i$ prohibit~d by law. 
Sec. 59. ~~~ SECTI9~· 554.341? OBLIGA7ION OF ISSU7.R Of 

NOTE OR CASHIER'S CHE:CI<. 

'The isRuer of a note or cashier·~ chec~ or other draft 
drawn on the drawer is obliged to pay the instrumP.nt (i) 
according to its term& at th~ time it ~as issued or, if not 

issued, at the time it first. camt> into pos5ession of a holdet, 
or (iil if the issuer siqnPd an incompletP instru!l;.ent, 
according to its terms ...,hen completed, t.o the ext.f!nt. stated in 
sections S54.JllS and S51.3407. The obligation lS owed to a 

person entitled to P.nforce t.he instroJment. or to at~ P.lldOfser 
who paid the i.nstrument under s~ction 'i~,4.34l.S. 

Sec. 6{1. NE~-~~CT~9N• ')')4, J4l3 OBLIGI\Ttl"IN Of-' ACCF.PT(IR. 
1. The acceptoc of a draft is ohl ~9~d t.o pc1;' th~ draft [ i) 

according to its ~erms .lt ttl'!' t irt'.P. it "de\!> ,\cc~pto:d, e•;pn 

though th~ acceptance statPs tha~ the dr~ft i.s payable ··a~ 

ori9in.1lly dra.,.n'' or equivalent t~fms. (ii) tf the acc~ptatlCe 
varies the- terms of the draft, accordinq to thP. ter~s of the 

(/) .., 
N 
N 
-.j 
ID 



Senate file 2219, p. l9 

draft as varied, or (lit) if the acceptance is of a draft that 
is an incomplet~ lnstrument, accordlnq to its t~rms when 

completed, to the extent stated in sections 5S4.JllS and 
554.3407. The obllqation is owed to a person entitled to 

enforce the draft or to the drawer or an endorser who pa1d the 

draft under section 554.3414 or 554.3415. 

2. If the certification ot a check or other accept.ancf'! of 
a draft states the amount certified or accepted, the 

obligation of the acceptor is that anount. If li) the 

certlfication or acceptance doe~ not state an amount, (it) the 
a~ount of the instrument is subsequently raised, and (iii) the 
instrument iG then negotiated to a holder in due course, the 

obliqation of the acc!O'ptor is the amount of the inatrum~nt. at 
the time it was taken by the holder in due course. 

Sec. 61. ~~~CTIO~. 554.3414 OBLIGATION OP ORAWF.R. 
1. This section does not apply to cashier's checks or 

other drafts drawn on the drawer. 
2. If an unaccepted draft is dishonored, the drawer is 

obliged to pay the draft (1) accordinq to its terms at th~ 

time it was issued or, if not issued, at the time it first 

came into possession of a hold~r. or (11) if th~ drawer signed 
an inco~plete instrumP.nt, according to its terms when 
completed, to thP. ext~nt st.a.ted in sect ions !;S4. 3115 and 

554.3407. Th~ obligation is owed to a person P.ntitled to 
enforce the draft or t.o an Pndorser who p~id the draft undPr 

section S54.3415. 

l. If a draft i~ accept~d by a ban~, th~ drawer is 

discharged, reqardless of I./hen or by whom accPptance -,.,.as 

obtai. ned. 

4. If a draft. is accepted and the acceptor is not a bank, 
thP. ohllgaticln of t.he dr~wer to pay th~ draft if the draft is 

dishonored by tho? accepter is ':he~ same 3S the obligation of an 
endors~r und~r sPction SS4.3415, subsections 1 and 1. 

S. rf a dr<Jft st,,tes that i.t IS drawn "without recourse" 
or othervise disclaims li~hility of the dra~er to pay the 

draft, thP drawee is not liable und~r subsection l to pay th~ 

draft if th~ draf~ is not a check. A disclaimer of the 

• 
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liability stated in subsP.ction 2 is not. eft~ctive if thP. draft 
ts a check.. 

6. If { i) a chP.c~ is not prP.sE':nt:~d for pa:~m~nt or given to 
a depositary bank for collection within thirty days aft~r its 

datP., (ii) the draweP. suspends paymP.nts ~fter expirat.ton of 

the thirty-day period without payinq the check, and (i!i) 
because of thP. suspPnsion of payments, thP. drawer i:s deprivP.d 

of funds maintained with the drawee to cover payment of the 

chE>cl<, the drawer to the extent depr ivPd of funds may 

di.scharqe ita obliqation to pay the check by assigning to the 
p~rson enti.tled t.o enforce the check thP. rights of the dra"'er 
aqainst the drawee with respect to the funds. 

Sec. 61. !!_t=;\'!_§_f.:..c.JIO~. S54 .. 141S OALIGA'l'ION OF ENOORSF.R. 

1. Subject to subsections 2, 3, and 4 and to section 
554.3419, aubs~ctlon 4, if an i.nstrumPnt i.s dishonored, an 

endorser is obliged to pay the amount due on the instrumPnt 
(il according to the tPrms of the instrument at the tim~ it 
was endorsed, or (ii.J if the endorser endorsed an incomplete 

ins~rument, accordinq to its terms when completed, to the 
extent stated in sections 554.3115 and 5S4.3407. The 
obliqation of the endorser is owed to a pecson entitled to 

enforce the instrument or to a subsequent endorser who p~id 

the instrument under this section. 

2. If an ~ndorse~ent states that it is made ''without 
recourse'' or otherwise disclaims liability of the endorser. 
the endorser i3 not li.abl~ \tnder subsection I to pdy the 

instrum&nt. 

J. If notice of dishonor vf an instrument is cequire:l by 

SPction S54.3S01 and notice of dishonor complying with that 

section is not given to an endorser, the liability of the 

endorser under subf!ect ion 1 is discharqed. 

4. I( ~ draft is accepted by a ban~ ~fter an endorsem~nt 
is made, the liability of tht? endorser under subsection 1 is 
d ischa rqt!d. 

S. !f an endors~r of a check is liabl~ under subsection 

and t.he check is not pce-sented for payment, or given to a 
depositary bank for collect.ion, within thirty days after thP 

• 
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day t.he Pndors~ment ~o~as made, ':.ht' liability of the t'ndorser 

under subsection t is d1acharqed. 

Sec. 63. NEW ~~C~IQ~· 554.3416 TRANSFER WARPANTlES. 

1. A person who transfers an instrument for consideration 

warrants to the tran11feree and, if the transf~r is by 

endorsement, to any subsequent transferee that: 

a. thC' warrantor is a person entitled to enforce thP 

instrument: 

b. all siqnatures on the in~trument arP. authentic and 
authorized; 

c. the instru~ent ha~ not been altered: 

d. the instrument ls not subject to a defense or claim in 
rP.coupmP.nt of any party which can he asserted against the 
warrantor; and 

e. the ~o~arrantor has no Knowledqe of any insolvency 
proceeding commenced with respect to the maker or acceptor or, 
in the case of an unaccepted draft, the drawer. 

2. A peraon to whom th~ warranties u~der subsection 1 are 

ma~e and who took the instrument in good faith ~ay recover 
fro~ the warrantor as damages for breach of warranty an amount 
equal to the loss suffered as a result of the breach, btJt not 

more than the amount of the instrurnent plus expenses and loss 
of interest incurred as a result of the breach. 

). The warranties stated in subsection 1 cannot be 
disclaimed with respect to checks. Unless notice of a clai~ 

for breach of warrdnty is given to th~ warr~ntor with1n s1xty 
days after the clainant has reason to know of the breach ~nd 

the identity of the walrantor, the liability of the warrantor 
under subsect.ion 2 is discharged to the extent of any loss 

<:aused loy the delay in qivinq notice of the claim. 
4. A cause of action foe breach of warranty under this 

!>P.o..:t ion accrues .... hen the <:lailf•Ant has reason to know of the 
be each. 

Sec. 64. N£~.-~ECt!ON. S54.3~17 PRES!::YTMENT WARRANTIES. 

1. If an unaccepted draft is pres~nted to t.he c.ha ..... ee for 

payment oc acceptance d.nd the drawe~ pays or accepts the 
draft, lil the person obtaining payltlent or accep~.ance-, at the 

• 
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time of presentment, and (ii) a previous tran~feror of the 

draft, at the ti~e of transfer, warrant to the drawee making 
payment or accepting the draft in good faith that: 

a. the warrantor is, or wa9, at the time the warrantor 

transferred the draft, a person entitled to enforce the draft 
or authorizea to obtain payment or acceptance of the draft on 
behalf of a person entitled to enforce the dratt; 

b. the draft has not be~n altered; and 

c. the \oolarrantor has no knowledqe that thP signature of 
the drawer of the draft is unauthorized, 

2. A drawee making payment may recover from any warrantor 
damages for breach of warranty equal to the amount paid by the 

drawee lesg the amount the drawee received or is entitled to 

receive from the drawer b~cause of the payment. [n addition, 
the drawee is ent it lf!'d to co~pensat ion for expen~e>.!l al\d loss 

of interest resulting from the breach. The riqht of the 
draw~e to recover damage~ undE-r this ~ub.M.•ct !.on is not: 
affected by any failure of the draw~e to exercise ordinary 
care in making p.tyr"'ent. If the drawee accept.!-> the draft, 

breach of warranty is a defense to the obligation of the 
acceptor. If the acceptor makes p.'\yment. with respect to the 
draft, the acceptor is entitled to recover from any warrantor 

for breach ot warranty the amounts !'ita ted in thh subsection. 
J. If a drawee asserts a claim for bre~ch of warranty 

under ~ubsection 1 ba!';Pd on an unauth()ri·u:•rl endor5e~ent of th~ 

draft oc an alteration of the draft, th~ wa!rantoc m,ly defend 
by proving that thP endorsement is effective under se-ction 

554.3404 or SS4.J40S or the dr~wer is precluded undec section 
5S4.1406 or SS4.4406 from assertinq against the drawee the 
un4uthori:~d ~ndorse~~nt or alteraticn. 

•• If (i) a disho~ored draft i~ pre5Pnted for payrent to 

the dra~o·o?r or an endorser oc ( i i) any oth~r instcum~nt is 
pcesented for pay~ent to a party cbliqed to pay the 
lnstro~ent, and (iii) paynent is recPived, ttlt~ frJllo..,inq rules 
apply: 

&. The person obtaininq payment and a prior tran$feroc of 
t.he instrunent warrant to the person !Tiaki.ng payC"Ien~ in good 
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faith tt":at the warrantor is, or . .,.as, at the time the warrantor 

transferred the instrument, a p~rson entitled to ~nforce the 

in&trum~nt or authorized to obtain paym~nt on behalf of a 
person entitled to enforce the instru~ent. 

b. Th~ person making payment may recover from any 

warrantor for breach of warranty an amount equal to the amount 
paid plus expens(>:S and loss of intert~st r~suiting from the 

breach. 

S. The- .... arrant iPs stated in subsP.ct.ionq 1 and 4 cannot be 

di~claimad with respect to checks. Unless notice of a claim 
for breach of warranty is qiv~n to the warrantor within si~ty 

days after the claimant has reason to know of the breach and 
thE' idP.n~.ity of the warrantor, the liability of the warrantor 

under subsection 2 or 4 is discharged to the extent of any 
loss caosed by the delay in giving notice of the claim. 

6. A caose of action for breach of warranty under this 
sect ion accn.&es when thP. claimant haa reason to know of the 
breach. 

Sec. 65. NEW SECTION. S54 • .141A PAi'MENT OR ACCEPTANCE B'i 

MISTAKE. 
I. Exc~pt as provided in subsection 3, if the drawee of a 

draft pays or accepts the draft and the drawee acted on the 
mistaken beli~f that (i.) paynent of the drat t had not been 

stopped pursuant to section 5S4.4403 or (ii) the signatore of 
the drawer of th~ draft was authori2cd, the drawee may recover 

the amount of the draft from th~ person to whom or for whose 
benefit payment was made or, in the c,1Sf!' of acct>ptancl", lt'ay 

revoke th~ acceptance. Ri9hts of the drawee onder this 

subsection are not affected by failure of the dra·o~ee to 

exercise ordinary care in pay1ng or accept1ng the draft. 
2. Except as provided in subsection ], if an instrurr£.>nt 

tl.as been paid or acccptl"d by mi.Gt.lkl~ and the Cd5~ i.s not 
covered by subsection 1. the person p...1ying or accepting May, 

to the extent pl"r!"''itteJ by the la~o~ gov~nling r:~istal(e and 

restitution, ( i J reco•Jer thE- payment from the person to whom 

or for whose benet it payment was made or ( i i) in the case of 
acceptance, may revoke the acceptance. 
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J, The remedies provided by subst>ction 1 or 1 may not bt> 

asserted against a person who took the instru~ent in good 

faith and tor value or who in good faith changed position in 
reliance on the payment or acceptance. This sub~ection does 

not limlt remedies provided by section 554.3417 or 554,4407. 

C. Notwi'thstandinq section 554.4115, if an instrunent is 

paid or accepted by mistake and the payor or acceptor recovers 
payment or revokes acceptance under subsection 1 or 1, the 

instrument is deemed not to ha'le been paid or accepted and is 
treated as dishonored, and the person from who~ payment is 

recovered has rights as a person entitled to enforce the 
dishonored instru~ent. 

Sec. 66. NEW __ SEC'r!_~. )54. 3419 INS'rRUHEN1'S SIGNED FOR 

ACCO~ODATION. 

1. If an instrument is issued for value 9iven for the 
benefit of a party to the instrument (''accotn.tnodated party") 
and another party to the instrument ("'accommodation party") 
signs the instrument for the purpose of incurring liability on 
the instrument without being a direct ben~ficiary of th~ value 

qiven for the instrument, the instrurr.~nt is signed by the 
accommodation party "for acconvrtodllltion." 

2. An acco~~odation party may sign the instrum~nt as 
m.akP.r, drawer, acce-ptor, or endorser and, subject to 

subs~ction 4, is obliged to pay the instrument in the capacity 
in which the accornsnodation party signs. The obliqation of an 

acco~odation party may be enforced notwithstanding any 
statutl' of frauds and '..,oheth~r or not t.hP. accorr-rnodation party 

receives consid~ration for the accommodation. 
3. A person signing an instrument is presuned to be an 

accommodation party and thP.re is notice that the instrum~nt 1s 
signed for accornt"'od,H ion if the signature is an anomalous 

endorsement or is acco:npanied by words indicatlng that t.he 

signer is acting as surety or guarantor with r~sppct to the 
obligation of anot.h~r P•Hty to t.he instrumP.nt. r.xcept a~; 

provid~~ in section SS4.J6n5, ~he obligation nf an 

accorr.modation party to pay the in&trument is not affected by 
the fact that the person enforcing the obligation had not ic~ 

• 
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when the instrument vas takP.n by that person that the 

accommodation party siqned the instrument for acco~odation. 

4. l! the slqnature of a party to an instrument is 
accompanied by words indicating unambiguously that the party 

is guaranteeing collf!ction rather than payment of the 

obligation of another party to the instrument, the signer is 
obllqed to pay the amount due on the instrument to a person 
entitled to enforce the instrument only ie (i} execution of 
judgment against the other party has been returned 

unsatisfied, (ii) the other party is lnsolvent or in an 
insolvency proceeding, (ill) the other party cannot be served 

with process, or (ivt it is otherwise apparent that payment 
cannot be obtained from th~ other party. 

5. An accommodation party who pays the instrum~nt ls 
entitled to re1mburs~ment from the acco~modated party and is 

entitled to enforce the instrument against the accommodated 
party. An accommodated party who pays the instrument has no 

right of recourse against, and i& not entitl~d to contribution 
fro~, an accommodation party. 

Sec. 67. NEW S£CTl0~. 554.3420 CONVERSION OP INSTRUMENT. 

1. The law applicable to conversion of pPraonal propPrt.y 
applies to instruments. An instrument is also converted if it 

ls taken by transfer, other than a nP.gotlation, from a person 

not entitled to enforce the 1nstru~ent or a bank makes or 
obtains payment. .,..lth resp@'ct to the instrument for a pers()n 

not ~ntitled to enforce the instrunent or receive payment.. An 
.1ct. 1on for conversion ot an instrument may not. be brought. by 

(i) th~ issuer or acceptor of the instrunent. or (ii) a payee 
or pndorn~~ who did not receive delivery of the in~trument 

either directly or throu9h delivery to an agent or a co-payee. 
2. In ~n action under subsection 1, the measurP of 

liability is presumed to be the •lmount payable on t.he 

inst rumPnt, b11t. r~covery may not ~xce~d th~ amount <lf thP 
plaintiff's int~rest in the instrttment. 

J. A :~:>pr~s~nt.,ltiv~, ot.h~r than d depositdry b.lnk, · ... ·ho has 

1n qood faith dealt with an instrument or its proce~ds on 
bPhalf of one Yh!l was not the person entitled to ~nforce the 

• 
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lnstrut::~ent. is not 1 iahle in conversion to that p~rson beyond 
the amount of any proceeds that it has not paid out. 

PART 5 

OISliONOR 

Sec. 6R. ~~ SECTIO~. 554.1~01 PRESF.NTMENT, 

1. "Pres'entm~nt" means a demand made by or on behalf of a 
person entitled to enforce an instrumPnt (i) t.o pay the 
instrument made to the drawee or a party obliged to pay the 

in~tru~ent or, in the cas~ of a notP. or accepted draft payablP. 
at a bank, to the bank, or {ii) to accept a draft mad~ to the 
drawee. 

2. The following rules are subject to Article 4, agree~ent 
of th~ parties, and clearinq-house rul@s and the like: 

a. Presentment may be made at the place of payment of the 
ina.trument and must be m<1de at th~ place of payment it t:he 

instrument is payable at a bank in the United States; may be 
!r'ad~ by any commercially reasonable means, including 11:n oral, 

written, or electronic communication! is effective when the 
demand tor payment or acceptance is recP.iv~d by thP pP.rson to 
whom presentment is made; and is effective if made to any one 
of t~o or more makers, acceptors, drawees, or other payers. 

b. Upon demand of the person lo who~ presentment is made, 
the person maKinq presentment must (i) exhibit the instrument, 
(ii) qive reasonable identification and, if presPntment is 
made on behalf of another person, reasonable evidence of 

authority to do so, and I iii) siqn a r~ceipt on the instrum~nL 
for any payment made or surrender tnP. instrument if full 
payment is made. 

c. Without dishonoring the inst.rurr.ent, the party t.o ·.1hon 

presentment is made may (i) return the instrument for l.1ck of 

a necessary endorsement, or (ii) refu~e payment or acceptanc~ 
for failure of t.h~ preSI?nt.ment t~• comply with th~ t~c"tms of thP. 

instrunent, an agree~ent of th~ parties, or oth~r applicabl~ 

ldw or rule. 

d. The party to \-JhOm present.IT'~nt. is nade may t r~at 

present.ment as occucrinq on the n1~xt business ddy a(t(~t t.he 
day of presentment if the party to whor.t presentment is nade 
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has established a cut-off hour not earlier than t·..ro p.m. foe: 

the receipt and processing of inotrutr.cnts prese-nted for 

paym~nt or acceptance and presentment is made after the cut­

off hour. 
Sec. 69. ~EW S~TION. S54.3~02 DISHONOR. 
1. Dishonor of a note is governed by the following rules: 

a. tf the note is payable on de~and, the note is 

dishonored if presentment is duly made to the maker and the 

note is not paid on the day of presentment. 
b. If th~ note- is not payable on demand and is payable at 

or throuqh a bank or the terms of the note require 

present~ent, the note is dishonore-d if presentment is duly 

made and the note is not paid on the day it becomes payable or 

the day of presentment, whichever is later. 
c. If the note ls not payable on demand and paragraph ''b" 

doe~ not apply, the note is dishonored if it is not paid on 

the day it becomes payable. 
2. Dishonor of an unaccepted draft other than a 

docu~entary draft is governed by the following roles: 

a. If a check is duly presented for pay~ent to the payor 

bank other~ise than for immediate pay~ent over the counter, 

the check is dishonored if the payor bank make3 timely return 

of the check or sends timely notice of dishonor or nonpaynent 

under section ~~4.4301 or 5~4.4302, or becomes accountablP for 

the amount of the check under section 5~4.4302. 
b. If a draft is payable on demand and paragraph a does 

not apply, thP draft i.s di.shonored d preaent.~.P.nt foe paymP.nt 

ia duly ~ade to the drawee and the draft is not paid on the 

day of presentment. 
c. If a draft is payable on a date stated in the draft, 

the draft: is dishonorPd i.f ( i J prPsentment for payment i~ duly 

made to the drawee and payment i. s not made on the day the 

drt\ft bPcomes payable or the day of pres<'nl.nent, whichever i.s 

later, or ( i i J pr~sentnent for acceptance Is duly marl.P before­

th~ day thP draft b~comes pay.lble and \"he draft is not: 

accepted on the day of presentment. 
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d. !fa draft is payable on elapse of a period of tune 

after siqht or acceptance, the draft is dishonored if 

presentment for acceptance is duly made and th~ draft is ~ot 

accepted on the day of presentment. 
3. Dishonor of an unaccepted documentary draft occurs 

accordin9 to" the rules stated in subsection 2, paraqraph3 "b", 

"c", and "d", except that payment o!' acceptance may be d~layed 

without dishonor until no latec than the close of the third 

business day of the dra~ee followin9 the day on which payment 

or acce-ptance is required by those pac:aqraph3. 
4. Dishonor of an accepted draft is gov~rned by the 

followin9 rules: 
a. If the draft is payable on de~and, the dr~ft is 

dishonored if presentment for payment is duly made to the 

acceptor and th~ draft is not paid on the dclY of prPsentmP.nt. 

b. If the draft is not payable on demand, the draft is 

dishonored If presentment for payment. is duly made to thP. 

acceptor and payment is not made on the day it becomes payable 

or the day of presentment, whichever is later. 

~. ln any case in which presentment is otherwise requic:ed 

for dishonor und~r thi.s section and prPsentment. is excus~d 

under section 554.3504, dishonor occurs without prcsent.mcnt if 

thP instrument. is not duly accepted or paid. 

6. If a draft is dishonored because timely acceptance of 

the draft ·.o~as not m.lde and the person er.tltled to demand 

acceptance consents to~ late acceptance, fr0m the time ~! 

accP.ptance t.he draft is t.re<lt<'o1 as n~ver havinq beP.n 

dishor.or~d. 

Sec. 70. NF.W.~~CilO~. ~S4.3~03 NOTICE OP DISHONOR. 

1. The obl i.gdt ion of i\1\ endorser st"ted 1n srct ion 

554.341S, subsection 1 and the obligation of a dra~er stat<'d 

in section 5~4.3414, subaection 4, may not be enforced unless 

(i) the endotser or drawer is qiven notice of dishonor of th0 

instru~ent complying wit~ this section or (ii) notice of 

dishonor is excused under section SS4.3S04, subsection 2. 

2. Notice of dishonor may be given by any person: m.1y be 

qiven by any commercially reasonable means, inctudinq an oral, 
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written, or electronic conununicat:ion: and is sufficient if it 

reasonably identifies the ln$trument and indicates that the 
U'lstrumP.nt has bf!Pn di.!'!honored or has not been paid or 

accepted. Return of an instrument qiven to a bank for 
colll:'ction is suffici~nt notice of di~honor. 

l. Subject to section SS4.3S04, subsection ), with respect 

to an instrum~nt t.aken for collection by a cotlectinq bank., 

notice of dishonor must be qiven (i) by the bank before 
midnight of the next bankinq day followinq the bankinq day on 
which the bank receives notice of dishonor of the instrument, 

or {ii) by any other per!'lon \.li.thin t.hirty days followi.nq the 

day on which the person receives notice of dishonor. With 

rpspPct to any other instrument, notic~ of dishonor must be 
given wlthin thirty days following the day on which dlshonor 
occurs. 

Sec. 71. ~E~-~~~TIO~. 554.3504 EXCUSED PRESENTMF.NT AND 

NOTICf. Of DISHONOR. 

1. Prpsentment for payment or acceptance of an instrument 
ig excltsed if {il the person entitled to present the 
Lnst rument cannot with reasonabl~ di 1 iqencP. make presentment, 
(ii) the mal(t'r or acceptor has repudiated an obligation to pay 

the instrument or is dead or in insolvency proceedinqs. ( i1 i) 

by the terms of the instrument presentment is not necessary to 
enforce the obliqation of endorsers or t.he drawer. {iv) lhP 
dra~·er or endorser whose obliqation is beinq enforced has 
t.·dived presl'ntment or otherwise h<~.s no reason to expect or 

riqtlt to rPquire that the instrurttent be paid or accPpted, or 
(v) the drawee instructed the drawee not to pay oc accept thP 
draft or the drawee ..,as not obligated to the dra...,er to pay the 

dtdft. 

1. t.'oo:.icc of dishonor ls excused if li) by the terms of 

ttw instrument notice of dishonor is :'JOt ne-cf:'sa.uy to o:-nforce 
the obli.q.Hion of a _?arty to p.lJ the instruro.en~., or (i.i) the 

p.uty wl10s1~ obliq.llion is beinq enfocr:l?'d waived not.i.cP. of 
dishonor. ~ .... aiver of pre~entment is also a waiver o! notice 

of dishonor. 
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J. Delay in qivinq notice of dishonor is excused if the 

delay was c~used by circumstances beyond the control of the 
person giving the notlce and the person qivinq the notice 
exercised reasonable diliqence after the cause of the delay 
ceased to operate. 

Sec. 72. 'NEW __ ~ECTic;?_~. SS4. 3505 £Vl0ENCE OF DISHONOR. 

1. The following are admissible as evidence and create a 
pr~sumption of dishonor and of any notice of dishonor stated: 

a. a docmnent regular in for111 as providPd in subscct ion 2 

which porports to be a protest; 

b. a purported stamp or writi.nq of the drawee, payor bank, 
or presentinq bank on or accompanyinq the instrument stating 
that acceptancP. or payrnent has bPen refufled unlPss reasons for 

the refusal are stated and the r~asons are not consistent with 
dishonor: 

c. a book or record of the drawee, payor bank, or 
collecting bank. l(ept in t:he usual coursP. of busines9 which 

shows dishonor, even if there is no evidence of ...,ho made the 
entry. 

2. A protest is a certificate of dishonor made by a United 
StatPs consul or vic~;~: consul, or a notary public or othP.r 
person authorized to administer oaths by the law of the place 

whtore dishonor occurs. II: may be made upon information 

satisfactory to that person. The protest must identify the 
instrument and certify eithPr th<lt pr~s~ntment has bPen ~ade 
or, if not made. t.he reason ~hy it was not made, and that the 

instrument has bf:'en dishonored by nonaccP.-ptance or nonpay:nent. 
The protest may also certify that notice of dishonor has been 
given to some or all parti~~. 

PART' 6 

OISCHARGE Atm PA\'ME:N"f 

Sec. 73. ~f..W SE:CT_IO~. ~)';4.3601 DISCHARGE AND EF'Ff.CT Of 

rJI SCHARGE. 

l. The obli~at1on of .s: pa.cty to pay the inst...ru/1\ent is 

discharged as st~ted i.n this Article or by an act or agreem~nt 
with the party which would discharge an obligation to pay 
mone'l under a simple contract. 

t/) 
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1\) 
1\) ...., 
CD 



Senate File 2279, p. 51 

2. Discharge of the obligation of a party is not effective 

aqainst a person acquirinq riqht9 of a holder in due course of 

the in!ltrument without notice of the discharge. 

Sec. 74. !!_EW SECT~-~· S54. 3602 PAYMENT. 
l. Sllh}ect to ~ubsection 2, an instrument is pAid to the 

extent payment is made (i) by or on behalf of a party obliged 

to pay the instrument, and (ii) to a person entitled to 

enforce the instrument. To the extent of the pay~ent, the 
obllqation of the party obliged to pay the instrument is 

discharqed even though payment is made with knowledge of a 
claim to the instrument under section S54.JJ06 by another 

person. 
2. Th~ obli~ation of A party to pay the instrument ls not 

discharged onder subsection 1 if: 

a. a claim to the instrument under section SS4.3306 is 

enforceable aqainst the party receiving payment and (i) 

payment is made tdth knowledCJe by the payor that payment is 
prohibited by injunction or similar proces!J of a court of 
competent 1ori.<>diction, or Iii) in thP case of an instrument 

other than a cashier's check, teller's check, or certified 
check, the party maki.nq payment accepted, from the person 

havinq a claim to the instrument, indemnity against loss 
resultinq from refusal to pay the peraon entitled to enforce 

the instrument: or 
b. the person rr-al-:inq pay~ent ~news that the instrull\ent is 

a stolen instr·.ur:l"nt and pays a person it knows is in wrongful 
posselision of thP. in.<>trument. 

S~c. 75. NE.W .~F.CTION. S54.360l TENDER Of PA'fMENT. 
1. If tcndP.r of payment of an obligation to pay an 

instrument is rnadE> to a per·son entitled to enforce the 

inst.rur.tent, the effect of tender is governed by principles of 
litw applicJ.ble to tender of payrnl"nt under a simpll" contract. 

2. If tP.ndP.r of payment of an obi iqat ion t.o pay an 
instrument is made to a person entitled to enforce the 

instruMent and the tender is refused, there' is discharqe, t.o 
the extent of the amount of the tender, of the obi iqat ion of 
an endorser or accommodation party having a riqht of recourse 

with respl"ct to the obliqat ion to which the tender relates • 

• 
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3. If tender of payn~nt of an anount due on an instrumPnt 

is made to a person entitled to enforce the instrument, the 

obligation of the obliqor to pay int~rest after the duP date 

on the amount tendered is discharqed. If presentment is 

required .... ith respect to an instrument and the obi iqor is able 

and ready to" pay on the due date at every place of payment 
stated in the instrtliTIP.nt, the obllqor is deem~d to have nadp 

tender of payment on the due date to the person entitled to 

enforce the instrument. 

Sec. 76. NEW_~~~~IOH. 554.3604 DlSCHARGE BY CANCELLATION 
OR RENUNCIA1'ION. 

1. A pl"rson entitled to enforce an instrument, with or 

without consideration, may discharqP. the obligation of a party 
to pay the instrument (i.J by an intentional voluntary act, 

such as surrender of the instrurt'ent to the part:y, destruct.ion, 
mutilation, or cancellation of the instrul!',ent, cancellation or 

strikin9 out of the party's signature, or the addition of 
words to the instrument indicating discharge, or {ii) by 

agreeinq not to sue or otherwifle renouncinq rights aqainst the 

party by a signed writing. 
2. Cancellation or striking out of an endorsl"ment pursuant 

to subsection 1 does not affect the status and riqhts of a 
party derived from the endorsement. 

Sec. 77. NEW SECTION. ~54.360~ DISCHARGE Of f.NOORSf.RS 

AND ACCOMMODATION PARTIES. 

1. In this section, the term ''endorser'' includes a drawer 
havinq the obli.qation described in secti.on S5ol.Hl4, 

subsection 4. 
2. Discharqe, onder section 554.3604, of the obligation of 

a party to pay an i.nstrt&ment does not discharqP. the obligation 

of an endorser or accor.vnodation party having a right. of 

recourse aqainst the discharged party. 
). If a person entitled to enforce an instro.~mPnt. aqree,;, 

with or without consideration, to an extension o( th~ d11P dat~ 

of the obliqatLon of a party to pay the instrument., the 
extension discharges an endorser or accommodation party havlt\g 

a riqht of recourse aqainst the party whose obligation is 
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extended to the extent the endorser or accorrmodation p~rty 
proves that th~ ~xtension cau!led loss to the endors.f!r or 

accotrur.odation party with respect to t.hP. riqtlt ot recourse. 

4, If a person entitled to enforce an instru~ent agrees, 
with or without consideration, to a material modification of 
the obligation of a party other than an extension of the due 
date, the m~dification discharges the obligation ot an 

endorser or accommodation party having a right of recourGc 
aqainst the person whose obliqatlon is modified to the extent 
th~ modification CdlUJes loss to the endorser or accommodation 

party with respect to the right of recourse. The loss 
sutfered by the endorser or accoii'JIIodation party ClS a result of 
the modification is equal to the a!l"ount of thP. rlqht of 
recourse unless the p~rson enforcing th~ instru~ent proves 
that no loss was caused by the modification or that thP. loss 
cause~ by the modification was an amount less than the amount 
of the riqht of rP.course. 

5. If tha obligation of a party to pay an instrument is 
securPd by an interest in coll~teral and a p~rson ~ntitled to 
~nfotce the instrument impairs the value of the interest in 

collaterCll. the obligation of an endorser or accomnodation 

party havi.n9 a right of recourse against t.he obli9or is 
discharged to the extent of the lmpairmPnt. ThP. v~lue of an 

interest in collateral is impaired to the P.xtent (i) the valu~ 
of the interest is reduced to an arno11nt l~ss than the a~011nt 

of the riqht of recourse of the party asserting discharge, or 
(li) the reduction in value of the intPr~st causes an incrPasP 
in the amount by which the amount of the right o( r~course 

~xcP.eds the value of the inter<-st. The burrlPrl ot proving 
impairment is on the party asserting discharge. 

6. If thP. obligation of a party is secured by an 1nt~r~st 

1n collater"l not provi.d~d by clO clCcommodation party <tnd a 
pPrson P.ntitl~d to ~nforcP th~ instrurn~nt inpaics thP ~al~~ of 

the intere:1t in collateral, the obliq .. 'lt.ion of any party · ... no 1s 
jointly and s~v~rally ltabl~ with r~spect t~ the s~cur~d 

obliqation is dischar9ed to the extent the itnp.11rment cau~es 

the party assertinq di!'!charqe- to pay more than that part.,. 

• • 
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would have been obliged to pay, taking into account riqhts of 
contribution, if irnpair~ent had not occurred. Jf the party 

a!lserting discharge i.s an accommodation p.uty not entitled to 
discharge under subsection 5, the party is deemed to have a 
right to contribution based on joint and s~vP.ral liability 
rather than .1 riqht to reimhurs~ment. ThP. burden of proving 
impairment is on the party asserting di!'!charge. 

7. Und~r !JUbsection 5 or 6, impairing vahJe of an interest 
in collateral includes (i) failure to obtain or maintain 

perfection or t@cordation of thP. interest in collateral, (ii) 
releasP. of collatPral without substitution of collateral of 

equal value, (iii) failure to perform a duty to preserve the 
value of collateral ow~d, un~er Article 9 or other law, to a 

debtor or surety or other person secondarily liable, or (LV) 

failur~ to comply with applicablP. law in disposinq at 

collateral. 

8. An accommodation party is not dlscharqf!d unde-r 
subsection 3, 4, or Sunless the person entitled to enforce 
the instrument knows of the accorr-.tnodation or has not. tee undPr 

section S54,l419, subsection J, that the instrument Wh3 sign~d 

for accommodation. 

9. A party is not discharged under this section if (i) the 
party ass~rtinq discharge consPnt.s to thP. ~vent or condllct 
that i9 thf! basis of the discharge, or (ii) th~ instromerH: or 

a separate agr~em·~nt of the party provid~s for waivPr of 

discharge und~r this section either specifically or by qen~~al 
lanqo.Jage indicating that part iPs waive de>(ensPs basl?d on 

suretyship or impairment of collateral. 

Sec. 18. Section S54.410l, CodP. 1993, is am~nd~d to read 
ClS tollo-..·s: 

554.4101 SHORT 1'ITLI:. 

This Arttc!e ~~aii-he-~n"wn-ertd ~ay b~ cited as Uni{crm 
Cornmqrcial CodP -- O,·wk Dcpcs.i~.s ~nd Collections. 

S!?c. 79. Section ".>5:1.4102, C;)dP. 1993, is arnL~nd~d l-? read 
~'\s follo ... ·s: 

5S4.410l APPLrCAniLITY. 

C/) .,.. ..., ..., ...., 
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1. to th~ extent that items within this Article are also 

within tMe-~eope-~f Articles 3 and 8, they are subject to the 

provisions of those Articles. f"-the-e•ent:-o! !...L..!...!l~-~U.!! 

conflict!. tl\e-'Pro~1:51:ons-of this Article ~o>~ern-t:ho9e··of 

~ve_rns Article 3.!. but: t:he-provt!ltor'l~-of Article 8 qo•ern 

t:hoge-of gave~~~ thi~ Article. 
2. The liability oe a bank for action or nonaction with 

respect to any ~ item handled by it for purposes of 
pres~ntm~nt, payment~ or collection is governed by the la~ of 

the_ placP. where the bank is located. rn the caae of action or 

nonacti.on by or at a branch or separate office of a banlc, i.tR 

liability is qoverned by the law of the placP. where the branch 

or s~parate oftic~ is located. 

SP.c. SO. Section SS4.4103, Code 1993, is amended to read 

as follows: 
SS4.4l03 VARIA710N BY AGREEMENT-- MEASUR& Or DAMAGES-­

eRR,AfN ACTTON CONS'TI'TU'I'ING ORDINARY CARE. 

1. The effect of the provisions of this Article ~ay be 

var iPd by a.gree>mP.nt elrteept:-t:t'l!l~-""-t'H)r~el"'l'!l'tt:-ea"~~-~ the 

pa.!.ties -~~___!he_~_g_~e~"!ent_ c_annQ~ disclaim a bank's 

responsibility for its""" lack of good faith or failurP. to 

exercise ordinary care or ean limit the measure of damages for 

'!'!tte" ~hP. lack or tai.lure,.-bat:~_wevP.r, the parties may 

~et~~~i~e by agreem~nt det:er~tne the standards by which ~~eh 

th~. ~ank.'s responsitnlity ia to be measured if sael'l tho~! 

standards arP.- not m<Jnifestly unreasonable. 

2. ••ed~ral RP.sJ!rVP. regulations and operating iet:t.~rs 

£j. __ rcu.~~· clP.cHinq house rules, and the liket have thP effect 

of c1.9fPPmPnts und~r Stlbse~tion 1. whether or not spP.cific<llly 

assented to by all parties interested in items handled. 

3. Action or nonaction approved by this ArticlP. l1f 

pursuant Lo f"eder.ll ReservP. regulations or op~ratinq iet:!:et"~ 

l'!"e,~~i-t:at:e!l £!rcu_~~~--~ thP. e.l(ercise of ordinary c.1re -3nd, :.n 

th~ absence of ~pecial Instructions, a~tion or nonaction 

consistent ~ith clearing hou~e rules anrl the like or ~ith a 

genera-l batlkinq l.lsage not disapproved by this Anlcle, is 

prima facie ee~~ttt.Ht~~ the exerclse of ordinary care. 

• 
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4. The specification or approval of certai~ procedures by 

this ~rticle doe~-ftOt-eo~~t~t:ate ~~ not digapproval of other 

procedures • .,~el'l that may be reasonable under the 

circumstances. 
S. The measure of d.1maqes for failure to exercise ordinary 

care in hand) inq an item 1s the atr.ount of the i t.e:n reducP.d by 

an amount whiet-1 ~-hat. could not have been realhed by the a~l'! 

exe.r~~~ of ordinary careT-and-where.!-.__!.! there is al~.~ bad 

faith it includes !.!!Y other damaqest-tf-any.,-l'lafferl'!d-by the 

pacty suffered as a proximate consequence. 

Sec. 81. Section S54.4104, Code 199}. is amended t.o read 

as follows: 
SS4.4104 Df.PtNITlONS AND INDEX or DEFINITIONS. 

l. In this Article!. unless the context otherwise requires_: 

a. ''Account'' means any !:!_~posit _ _9r cre.~~t account with a 

bank and-iru:h:tde~ 1 inc].uA!..!!S a e"eelt-tnqr-til"'er-t~tere!!lt:-or 

se1¥i ,~11:-aeeon~t: demand, t l.I!'P., s<!v I ngs ! ___ p_assb~?:~-· _ ~ha_~-~--d raft __ , 

9~ like __ :~£cou_nt_,_...Q.!~~~- _t_hal!.~n acc:~un.'!. evi?en~ed ~.Y a.. 

c:e~_!f icate of depo_~.!...!_: 

b. ''Afternoon'' means the period of a day betw~en noon and 

midnight: 
c. "Banki.nq day'' means thet: the part of eny ~ day on which 

a bank i~ open to the public for carryi.nq on S1lbstantially all 

of its bank.inq functions but for the purposes of dctermininq .1 

bank's rrddnight deadlin~, shall not include SJttU':"d~"ly, Sundcly, 

or any holiday when the federal reserve bankt> drP. not 

p~rforming check clearinq functions: 

d. "ClP.aring hol.lse" mP.ans ttny ~~ association of b,lnk~~ or 

other payers regularly clearing itell"'.s: 

~. "Customer" means any ~ person havinq ,tn a•:count wi.tt-. <t 

hank or for whom a bank has aqreed to collect it~:ns a"d 

;.nettsde~L....!..!!S~.~Adinq a hank eat't'Jl-"<J t_h!'t mai_nlcl~~ .1n ,,~count 

Mt~h at another bank: 

f. "Documentary draft ·• me..tns any-ne~ot:t-ahte-~r 

no~n~~ottable-draft:-wtt:h-aeeo~~~nyi"<J-dOe~~en~~T-~eet!ri~t~~-or 

otl'ler-p~pet'~-t:o-be-deitver~d-e~ei"~t:-honor-nf-the-draft: ~ 

draf ~ .. -~.o be . .£~esen~-~~...£.!ptance_2!_.l?..!!~~!L!!Peci f ied 
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~ocu~~nts, .. <::er ti f ~~!!~~d se_cur i. ~ .. ~~llf:t i'2." SS4 •. ~!.l?_u_or 

-~ n_;>.!..!'-!ctio~~-_!_o~n~ert i. f ic:atcd _secur i. t_~e~ 1sect i_<?~ ~8J0_9 J. 
or o.~her _c:_~~ti.fic~.~es, st~_ternents, o~---~~,~~~--!!re to be 

!...!_C~_!_:>_~~~L....!._~-~-~ra .... ~e .. ~.~_;her P!U'C?t bcf£!.~.~cept~n!=~ ~-r:. 
Eal!!!._P..~~_he dr~J_~; 

9· :·ora£5.:' l!'eans __ a dra~~-_!!_~_e:_Li_~_~n.~~ction ~-~1-310~C?5". 

~J.l!!!!....! ... other than an. instr~J!Ient, .t:.~~t i."--~·~_crdP.r: 
!l..:. ... _''Dra~.~e" neaf)_!I___!___,E!_rson ordered ~!'1.~___2.!.~.-to nake: 

~~ent: 

}....:. ''It ern" means eny- in~t"""'ent- for- the· payMent -of· IIIOr'lt-y 

e¥en-thouqh-it-ts-net-neq~~table-bnt-does-not-ineiad~-lftoney an 

instr_ument or_~~_i.se or _grd&r .. ~2--~C?._ney hand;eq_~ 

~ank for co.l.l.~ct ion .. _o~y_m~nt. -~~e tPrn does not. i_nclude ~ 

~.mcnt o!..~~!.r.ned py Artie .. !~ 12 or -~-credit. o~ __ debit __ ca~.~ 
~~l.i~; 

h j. "Kidniqht deadline'' with respect. to a bani( i9 

midniqht on its next bankinq day following the banking day on 

which it receives the relevant item or notice or from which 

the time for talcin9 action commence~ to run, whichevP.r is 
later; 

to--"P~ope~iy-~ayahr~u-t~einde~-th~-availab~i~ty-of-f~"~~ 

for-pay~ent-at-the-ti~e-of-deet~io~-to-pay~or-dtshonorr 

' ~-. ''Settle'' mPans to pay in cash, hy cl~arinq hous~ 

settl~ment, in a charqe or credit or by rPmittance, or 

oth,.r~·i se as i-f'l!!lt"r"l!et-ed .1gre.~~~. A set t le:nent. mc1.y hi:' ~i ther 
provision~! or findl; 

"' !· ·•suspends payrnent.s." ~Vith cespPct t•.> a ban~ m~ans that 
it tli\S been closed by order of th~ superv1sory aut.horities, 

that ~public officP.r has beP.n ~ppoint~d t<l take it <IYPr! or 
that it cPa~~s or refuse!'! to mai:e (JayrrP.nT.~ in thP ordinary 
cours~ of hu~iness. 

2. Oth~r definitions applyinq to thls Atticl<~ ~nrl the 

sPc~ions in ~hich they appear ar~: 

~~S ~~e-el!'~~-. f o_r_.!:_!ect ro'!l ~ _p_re.~~.!l.!·!"P.nt ~-=----~~ 

~~"~~ 
·•collect i.nq bank.", 

"DPpositary bank'', 

. S~f"! ct. i <2 t"l_ ~-~-54 ~ =..!.l_Q ~ 

. - _--..2_~<:.~ i 0 ~~ ~ !.!..:._~ -~ 9 s . 
Section SS4.410S. 

Section SS4.410S. 

• 
''JntermPdi~ry bank'', 

"Payor bank". 
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S~ction SS4.41DS. 

Section S54.410S. 
''Presenting bank'', SPction S54.4tOS. 
uRemitt*nq-ban~u~----------~------------------s~etion-~54o4l8So 

:._p-~~e_:lt not i~e~. ·~·--·- --·-- Sect i?n ~54:.!!.~.!!....:. 
J. The fOllowing definitions in other Articles apply to 

this Article: 

''Acceptance". 

~·~~-teral.i.<:!r' .. • ·----~--~-----. 

Section SS.oH!e 

~2-~.: 3409. 

Sect i_~_!!___?. ?_4_. 3407. 

"Cash_l~..!._s che.£_k_... -----·--------- S~£.t ion 5.?..-!:...!!Q~ 
''Certificate of deposit•. Section 554.3104. 

ae~rtif*eat*on"~------------------------------Seet*of'I-5S4~3·iiT 

··c~rtified c~eck'', 

''Check". 

"Dcafl", 

- ·------· . ---·· Sect iOf'!_S_~34.~ 

Section 554.3104. 

Section ~54.3104. 

"Good tait_h". -···----· -----·-----·· Sectio~ S54.J_l~l..:_ 

Section 554.3302. "Holder in due course". 

_::rnstrl.:l_rr:'_I!.~--­

"Notlce of dishonor''. 

.. Or de~:~·-----··-----
"Or_dinary __ care". _ 

----~!C:!~~on 5.?..~.· 310<a. 
sect ion ss•o3see 

554 ._!_S93. 

-----· ____ -~ s~~~~~-'!.!1103. 

_ _ _,s_,e_,c_,_t ~ C? !~:_ll..Ql.=. 

"Pe~-~pn en.!_i t le to -~nforce·~-~ ··--- -··-·---- _ ... ~~ct ion_~~~.!:l~.Q.!..:. 
''Presentment... Section 554~3se• 

554:3501. 
uprote~t"T----~-------------~-~-~-----~-------s~etion-5~4o3Se9; 

"Seeo~dery-pa~tyuT--~-------~-~-~---·----------5eet*on-5S4~3leio 

~omise~·--~ ----· .. -· ···---··--· __ .~J..'2....n 5S4~_3103. 
::.!'.rove", ~--- ··---· ·------ __ _ ______ S~ct!._O...!!...._S_'?4.=.~l-q_.}: 

"Tel~.!D~-c:~ck" ._. ·-·-···· ·~ _ ---· --·Sect i2_~~· 3104..: 

::.Y._~autho_riz~d s_ignat.IH~·· --···-- _ .. __ 5..!.~~-~.2..!!.__~~~.:.~>-
4. In addition Arti1:lP 1 ccntains gen~ral definitions and 

principles of constru~tlon and interpretation applicable 

throughout ~his Article. 

Sec. 82. Section SS4.4105, Cede i.99l. is <1mended to r~~d 

as follows: 

en 
"" N 
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SS4.UOS ''BANI<" -- "OEPOSITAH:'i BANf<" -- ''lNTE:R.HEOlAR'i 

BANK" -- "COLLECriNG BANK'' -- "PAYOR BANK'' -- ''PRESEN1'ING 

BANK 11 --. - 11 RB!11f!'fN6-BANM" • 

In this Articl~ a~i~s~-the-ecnt~~t-otnerwis~-r~qatre~: 

!.~.-~C!.!:!._k'' mea~ .. ~rson engaged~_!h~ busines~--~-~ 

~~nking, inclu.~_insl..~ .. !!avings bank, sav_i.~gs and lo_~~ 

i!~!l!?.c_.~~-~!:._o_t::'_.. ~r~dit unio~-' or trust _ _5"0!I'.pany: 
a ~· "Depositary banlt" 111eans the first bank to wni-eh _take 

an item is ~rftn~ferred-fer-eoliee~i-on even though it is also 

the_ payor bank.!. ....... ~.!!-~-~ss the item. ia presented for itntnediate 

paym.e!! !:.__ over __ ~~e .. £OUn t e_~; 

b ~· ''Payor bank .. means a bank by·whien-a~-it:e!ll-i-~-payabi~ 

as-drawn-or-aeel!'ptf!'d tha~. is the draweE! of t_~~--~raft; 

e ~· ~lnt~rmediary bank" means any~ ban~ to which an item 

ts transferred in course of collection except the deposita:ry 

or payor bank: 

d ~· "CollP.ctinq bank'' !"leaM any ~hank handling ~l\1'! an 

ite~ for collection except the payor bank: 

f!' §:. "PrP.sPnt.ing bank" mean~ fti'IY ~bank prPsenting an item 

except. a payor ban~-r 

fT-- 11 ReMttt~"~-b~n~u-~ea"s·e"y-payor-c~·tnt~~~edtary-b~"~ 

re~tttt"9-for-en-ttem. 

SPc. SL Sect.ton 5SC.4106, Code 1991, is amendP.d to read 

as follows: 

554.4106 S8PARATE OFF1CE OF A BANK. 

A branch o~ sP.parale office of a bank is a separate bank 

for thp purpo;,p of complltinq the time within which ar'ld 

determininq the plc1ce at or to Which action may be taken or 

notices or ord~·rs :sn~tli 1'1\USt hP given under th1s Article and 

under Article 1. 

Sec. R4. Section SS4.4107, Code 199.), is al":"lendP.d to rE>dd 

a5 follo·.:s: 

SS4,4lt)"l TIHR Of RE:CEIPT OP T'l'E.MS. 

1. For thP. purpose of allowing timP. to procrss items, 

prove balances!. ,1nd make the necessary entries on its books to 

determine its position for the day, a bank may fix an 

afternoon hour of two P.M. or later as a cutoff hour for the 
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handli.nq of rr.oney and itens and the makinq of entries on i.ts 

books. 

2. Any An item or deposit of money recelvPd on any day 

after a cutoff hour so fixed or after the close of the banking 

day ~~y be treated ~q being recPived at the openinq o( the 

next banking'day. 

Sec. 85. Section 554.4108, CodP. 1993, is amended to read 

as follows: 

5S4.4108 DEI.AYS. 

1. Unless otherwise instructed, a collectin9 bank in a 
good faith eHort to secure paymef'lt l!layT-tn-the-~a!tl'! of ! 

specific :i:te~:s i.~.!!l' __ drawn o~.a.~yor other: ~_ha.~ . ...! bank, and 

with or without the approval of any pPrson involved, ~ 

waive, t11odify!. or extend tilt'.e Hmits imposed or perr.~itted by 

this chaptP.r for a period not il't-~~ees5-of-~"' exceeding __ ':~~ 

additional bankin9 day ~~.Y~. without discharge of seeonde~y 

pertt-1'!~-a!'ll!l-vHho~t drawers C?~. endorse~.~-<:>!. liability to its 

transferor or any ~ prior party. 

2. Delay by a collecting bank or payor bank bPyond time 

linits prescribed or permitted by this chapter or by 

h'lstructions is excused if 1il the _c;l_~~~ caused by 

interruption of communication faciliti~s. suspension of 

payments by another bank, w~r, energency condition~.~ .... f.l i lu_!_l? 

Q_f.....!g_~_ipment_,_ or other circumstances beyond th~ control of the 

bank provt-ded-H !!.'.c:\ ....... Jli) the b_~nk; exercises such diltqPncP. as 

t.he circunslancP.s require. 

Sec. 86. NEW SECTION. S54.4110 El,f.CT'RONlC PRP.SF.NTMt:N"t. 

1. "A9reement for electronic presentment'' mPans an 

asrcemcnt, clearinq-house rule, or fedpral r~s~rvP r~gulation 

oc operatinq circular, providinq that presentment of ~n item 

may be made by transmission of an image of an i t.PIII or 

infoc~ation describinq the item (''presentment notice'') ralhrr 

than delivery of tbe item itself. The aqreement ~ay provide 

[or proc.:eJures qovecninq rt~t~ntion, presentl'lle-nt, pdytnet\t, 

diahonor. and other matters concerning items !'JUbjcct tn t.hP 

aqree-ment. 
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2. Present~ent of an item pursuant to an agreement for 

presentment is made when the presentm~nt notice i~ rec~iv~d. 

3. lf presentment is made by presentment notice, a 

reference to "item'' or ''check'' in the Article means the 

presentment notice unless the context otherwise indicates. 

Sec. 87. NE~__!~.T~.ON. 5S4.4lll PA'iABLE THROUGH OR 

PAYABLE AT BANK -- COLL£CTlNG BANK. 

1. If an item states that it is ''payable through'' a bank 

identified in the item, (i) the item designates the bank as a 

cotl&cting bank and does not by itself authorize the bank to 

pay the time, and (iil the item may be presentP.d for payment 

only by or through the bank. 

2. lf an item states that lt lB "payable at" a bank 

identified in the lten, (i) the item desiqnates the bank as a 

collectin9 ban~ and does not by itself authorize the bank to 
pay the item, and (ii) the item may be presented for payment 

only by or through the bank. 
3. If a draft names a nonbank drawee and it ia unclear 

whether a bank named in the draft is a co-drawee or a 

collectinq bank, the bank is a collecting bank. 

sec. 88. Section S54.4201, Code l99J, is amen~ed to read 

as follows: 

5S4 .4201 PRBSI:U<P'ff6tf-AH9-91JR"'i'fBN-9P-A6EN€Y STATUS OP 

COLLECTING BANHS AS __ !\_9_£N'!: AND PROVISlONAL STATUS OF' CREIHTS 

APPLICABILITY Of AR'l'ICLE -- ITEM ENDORSE:O ''PA'i ANi' BAN!<''. 

1. Unless a contrary intent clearly dppear!J and pdot"··to 

£~.~9~ the time that a ~ettlement qivPn hy a collPct.inq bank 

for an item is or becomes finalL t~~~~eetion-~l· of-seetion 

55•-. • 2 H -end -see~ i-~"!t-c;5<tTH i i! -end- C:,S4 .-42:1:,' ~- hP banK .!..._·~_l t '·' 

_r_~~.PI!!=J:__!_Q_.~-~~- item, is an aqent or sub4gPnt of t.h~ O\·mer of 
the itE>rn and any SPt.tlPmP.nt 91ven for the itcn i~ provis1onal. 

This ~rovision applies regardless of the form of endorsement 

or lack of Pndnrs~~~nt and evpn though credit given tor thP 

item is subj~ct t.o iJ-.mP.diate · ... ithdrdwal. as of r1ght or i~. i~ 

tact withdraun; but the continuanc~ of :?~mr.>rr~hip ot an itPm by 

}tS o~o~ner and any rights of t.he o·..-ner to procee•is of the item 

arE! sub}Pct t.o riqhts of a coll~ct.inq bank.!. suer. as t.hos.P 

• -
( 
' • 
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resulting fr001 outstanding advances on the it ell\ c\nd •ehd 

r iqhts of r~cou_l?~!_n_~.....£!. setoff. When !..f an 1ten is handled by 

banks for purposes of presentment, paym~nt.L e~nd collect ion, or 

return~ the relevant provisions of this Article apply even 

thouqh action of the parties clParly establishes t.hc'tt a 

particular b4nk has purchased the item and is the owner of it. 

2. A.ft~r an item has bel?'n endorsed with the words "pay any 

bank .. or the like, only a bank may acquire the rights of a 

holder until the itecn ha~ ___ b.!.~n: 

a. ~ntil-the-item-ha!-been returned to the custo~~r 

inltiatinq collection: or 

b. ~n~tl-the-it~~-has-b@~n $pecially endorsed by a b~nk to 

a person who is not a bank. 

Sec. 89. Section 554.4202, Code 1993, is anended to read 

as follows~ 

554.4202 RESFONSIBILIT'i F'OR COLI,ECT10N gR_ ~ET"U~~ -- WHEN 

ACTION SP.~99N"8De ~~~~I.Y. 

1. A collectinq bank must ttse ~~erci~~ ordinary care 1n~ 

a. presenting an item or sendlnq it. for pres.~ntmE>nt; e!'ld 

b. sendinq notice of dishonor or nonpayment or returning 

an item other than a doC11m~ntary dr~ft to the bank's 

transferor er-direetky-to-the-depo~ttat"y-ba"k-~"der-~ab~~e~to" 

i-ef-!leetion-s-;•T•i!l? aft.pr lP.arninQ that the it~m has not 

been pald or accepted, as the cas~ may be: nnd 

c. settling for an itP.m when the bank rQc~ives final 

settlPment; and 

d. ~a~in~-~r-pro•i-di-n~-f~t-eny-n~e~!sary-r~~~~St7-enft 

e-. notifylnq it.s transferor of any loss or dehy in 

transit within a reasonable time after ~i~cov~ry th~rPof. 

2. A collecting bank ta~tn~-pr~p~r-eeti-on-b~fore-it~ 

~t~"t~ht-~ee~ltn~-f~!iowtn9-t~e@ipt-of-~"-t~e~;-~ot~e~-or 

peym~nt-eets-~~e~onebty7-teki-nq-pr~p~r-eeti-on-wfthTn-a 

rea~onab!y-l~"qer-tt~e-~ey-b~-s~a~~~ebie-bnt-the-ban~-~e~-~h~ 

bl3td:en- ot- !o-e~t:ebk; ~h i:"q !"~X_E_!_t_ c:__l~~~:r~.~-~~-~~ _ ~-~~~~...!. 

SUl!~.~~~~ __!__.2..:i_~~_l.!l9..._p~_O..E.!!.__i!_C:.!:.iOr: bP~O-~~J!!~-n~9.1~~ 

5:'ea.dliJ1~ __ follo~ry.9. receipt ~f a!' . ..!J:.I!..~•. ~ot.lce, ~-'-~~ttle."Tier!t:.· 

'!'akinq p_ro~-t~~-~-~ithin a r~asonat?_l_y_ longer t;_~~ ~ 

(/) ..., 
N 

!:3 
<D 
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£~!!!!t i tu~e th~. ~~-~rci.se of ord~~~ry care •. ~ut the ~anK h~~ the 

£~;~rden .2~-~s~~{Jbl iah~~--~ess_~ 
3. Subject to subsection lL£..~~-~'!P.IJ "a" a bank i.s not 

liable for the lnGolvency, neqlect, ~isconduct, m1staket or 

default of another bank or person or tor loss or destruction 

of an item in ! .... ~.! ..... E..<?.~seasl.on of others or i.n tran!li.t ol'-in-the 

posse~stc~-of-others. 

Sec. 90. Section 554.4203, Code 1993, is amended to read 

as follows: 

554.4203 EFFECT OF INSTRUCTIONS. 

Subject to t"P.-prowistona-ef Article 1 concerninq 
conversion of instruments (section SS4o34i9 ~54.342~) and the 

pro•tsions-of-bcth-Artiele-3-and-~hts-Artiele-eene~rntn~ 

restrictive endorsements (section __ ~-~4.32061 only a collecting 

bank's transfP.ror can giv@' in!Jtructi.ons whteh that affect the 

bank or constitute notice to itL and a collecting bank is not 

liable to prior partleR for any action tak@'n pursuant to s~eh 

the instructions or in accordance with any agreeR'.ent with its 

transferor. 

Sec. 91. Section ~54.4204, Code 1991, is amended to read 

as foll<.,..,.s: 

554.4204 ME'i'tiODS Of' SENDING AND PRESENTING -- SENOING 

BfREe'P !?.I.RECT~~ T"Q PA'iOR BANK. 
1. A collectinq bank ft'ltt!tt sha.l~ send items by ~ reasonably 

prompt method, ta\.:ing into consideration any rP.le•h"lnt 

instructions, the nature of the item, the number of sael'l ~_!lOS:!! 

items on 11and, ttr'lll th(~ cost. of collection involved!. and Ute 

method generally used by it or others to preser\l !J~:tel'l those 

i tPrns. 

2. A collecting h<lnk may send.!_ 

a. any<!.!! item tHreet dire~-~~y to the payor bank: 

b. !'11'1)' a~ ltern to any ~ nonbank payoc if authorited by it.s 

transferor: and 

c. arty ~.!! itel'l other than documentary draft:. to dny 

nonb.1nl.: payor, if authocized by Federal H:es~rve requl-"tion or 

operating iett:~r c;:i.~cu_~_r_, clearing house rule.!. or lht! like. 
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J. Presentment ~ay be made by a pre9P.nting bank at a place 

where the payor banK 2r. __ ?ther ~E..lJ.£!. has requested that 

presentment be made. 

Sec. 92. Section SS4.4ZOS, Code 1993, is amended by 

strikinq the section and inserting ln lieu thereof the 

followinq: 

5~4.42US DEPOSITORY BANK HOLDER OF UNF.NDORSEO ITEM. 

If a custo~er delivers an item to a depositary bank for 

collection: 
1. Tha depository bank becomes a holder of the itPm at the 

tine i.t receives the ite~ for collection if the customer at 

the time of delivery ~as a holder of the item, whether oc not 

the customer endorse t.he item, and, if the bdnlot saU!lfies thf! 

other requirements of aectlon S54.JJ02, it is a holdec in due 

course: and 
2. The depository bank warrants to collectinq banks, the 

payor bank or othl'r payor, and thP drawer that the amount of 

the item was paid to the customer or deposited to the 

cu~tomer's account. 

Sec. 9J. Section 554.4206, Code 1993, is amended to read 

as follows: 

S54.4206 TRANSfER BETWEEN BANKS. 

Any aqrP.~d rnethod "htel'l !~~! identifiPs the t.rcsnsferor bank 

lS $Ufficient for the item's further transfer to anothe: bank. 

Sec. 94. Section S54.4Z07, Code 1993, is amP.ndPd by 

st.rikinq the section and inserting in li.cu ~herr:of the 

follo· .• dnq: 

5~4.4207 TRANSFER WARRA»TIES. 

I. A custo~er or collecting bank that tcansf~rs an itf!m 

and recetves a settlement or nt.hP.r considP.ration warrants to 

the trdnsferee and to any subsequent collectinq bank that: 

a. t.he warrdntor is 4 person entitled to enforce th~ it~m; 

b. all si?naturlt5 on the iten are authentic <lnd 

duthorized: 

c. the ltern has not been altered: 

d. the lt~m is not Rubject to a defense or clain in 

recoupment (section 554.3305, subsection l) of any party thdn 

Cc\n be asserted against the warrdntor; and 

• 
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e. the warrantor has no kno·.o'!P.dqe of any insolvency 

proceeding commenced ~ith respect to the maker or Acceptor or, 
in thP c~se of an unacc~pted draft, the drawer. 

2. lf an item is dishonored, a customer or collecting bank 

trans!erring the i.te~ and receiving settlement or other 
consideration is obliged to pay thP. amount due on the item (il 

accordinq to the terms of the i.t~m at the time it was 

transferred, or (ii.) if the transfer was an incomplete item, 

accordinq to its term!> when completed afl fl.t.ated in sect ions 

SS4.311S and 554.3407. 7he obligation of a transferor is owed 
to the tranfl,feree and to any subsequent collectinq bani( that 

takes the item in good faith. A transferor cannot disclaim 
its obligation und~r this !JUbsection by an endorsemPnt stating 
that it is made ''without recourse" or otherwise disclaiming 
liability. 

J. A person to whom the loo'arranties under subsection 1 are 
mad~ and who took thP. item in qood faith may rf!cover from thP 
warrantor as damages for breach of warranty an amount equal to 
thP. lo!Js suffered a!"< a result ot the breach, but not more than 
thP. amount of the item plus expenses and loss of interest 
incurred as a result of the breach. 

4. The warranties stated in subsection 1 cannot be 
d1scl~imed with respect to checks. UnlP.ss notice of a claim 
for breach of warranty is glvP.n to the warrantor within sixty 
days after t.he claimant has re.-~son to k.now o( the breach and 
the- identity of the warrantor, the warrantor is discharged to 
the ~xtP.nt of any loss caused by the delay in givinq notice of 
the claim. 

~. A cause of action for brP.ach of ~arranty under this 

sect1on accrues when the claim~nt has reason to know of th~ 
breach. 

Sec. <J'i, Sectiun 554.4208, Cede 1993, lS amendf!d to read 
as follo...,s: 

S~4.42fJ8 SECURITY 11:r£REST Of COLI.f.CriNG BANK IN l'f!:MS, 
AC('()MPANYING DOCUMENtS AND PROCEEDS. 

l. A ~ollecti!l9 bank l1as a s.ecurity interest in an item 
and any accompanying docllments or the proceeds of either: 

• (. 
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a. in case of an item deposited in an account.!. to the 
extent to which credit given for the item h.1s been ...,ithdra· ... n 
or applied: 

b. in caae of an item for which it has qiven_,_ crP.dit 
available for ...,ithdrawal as of riqht, ta the ~xtP.nt of the 
credit qiven' whether or not the credit ls dra...,n upon e"'d 

Mhether or net there iR a right of charge-back: or 

c. if it mak.es an advance on or against the item. 

2. When !! cr~dit whteh-n~~-be~n given for sevP.ral itP.ms 
received at one time or pursuant to & single aqreement 19 

withdrawn or applied in partL the security interest remains 

upon all the item~, any accompanying documents or the proceed' 
of either. ror the purpose of this section, credits first 
given are first withdrawn. 

3. Receipt by a collecting bank of a final settlemPnt for 
an item is a realization on its security Interest in thP. item, 
accompanying documents and proceeds. 'i'e-the-exl:ent-and-~o So 

long as the bank does not receive final settlemP.nt for the 
item or qive up possession of thl? item or accompanying 
documents foe purposes other than collection, the security 

interest continues to t_!'l~t. extent and is subject to the 
pre•i~tons-of Article 9 exeept-thet, bot: 

a. no security agreenent is necessary to make the security 
interest cnforceabl~ (~nb~eetio"-i-Yb 0 -of section ss•;9i9~ 

554 '.-~?OJ, su~.~£~~.c.?.~P_!!a_~·.!.:l; end 

b. no filinq is requir~d to perfect the security interest: 
and 

c. thP security interl?st has priority over conflicting 
perfected security interests in the item, accompan:nnq 
documf!'nts!. or prfJCeeds.. 

Sec. 96. Section SS4.4209, Code 199J, is amendP.d to read 
as follo<-.·s: 

SS4. 41(19 WHEN BANK GtVES VAI.t'E FOR PURPOSf;S OF HOI.OER [N 

DUf. COURSE. 

for purposl?s of de!ermining its status as a holder in diJP 

course, ~he ! ban~ l1as qiven value to th~ extent that it has d 

security interest in an item ~rcvided-t~fttL .. ~~ the bank 

VI 
"TI 
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otherwiR.e complies with th~ requirements of sect.i.on S54.J302 

on what constitutes a holder in due course. 
SPc. 97. Section 554.4210, Code 1993, iB amended to read 

as follo,.·s: 
5~4.4210 PRF.SF.NTMENT BY NOTlCP. OP ITEM NOT PA~ABLE BY, 

THROUGH_._ OR AT A RANI<----! LIABILIT't OF 8E€6NBARY-PI\R'i'IB9 

ORAWE~_9.~~~SER. 

1. Unless otherwise instructed, a collecting bank ~ay 

prPsent an item not payable by, through or at a bank by 
sendinq to the party to accept or pay a written notice that 
the bank holds the i.tem for acceptance or paytnent. The not.i.ce 

must be sent in time to be received on or before the day ·.o~hen 

presentment is due and the bank. must meet any n~quirement of 

the party to accept or pay under sect ion S54o35e5 ?5~.!...3501 by 
th~ clos& of the bank's next bankin9 day after it kno·,..g of the 

requirement. 
2. Wh~re !f presentm~nt i~ made by notice and neith~r 

honor-ncr l?ay'!lent, ac.~_eptan_C!_t___2! request for compliance with 
a requirem~nt under section S54T3Ses 5~4.1S01 ls rP.ceived by 

the close of business on the day after maturity orL in the 
case of demand items.L by th~ close of business on th~ third 
banking day after notice was sent, the preGentinq bank ~ay 

treat the item as dishonored and char9e any 'eeo~dary-pftr~y 

~r~we~_or endor~er by sendin9 the-~eeondary-party i! notice of 

the facts. 
Sec. 98. Section S54.4211, Code 1993, is a~end~d by 

striking the section and lnsertinq ln lieu ther~of the 

followinq: 
SS4.42ll MEOIUH AND TIME OF SETTLEMEN1 BY BA~K. 

! . l'l'ith respect to settlement by 4 bank, t:he medium and 

tu·.~ for settlement cnay be prescribed by fed~·ral reserve 
requl~tions or citculars, clearing-house rul~s, dnd the likE!, 

1H aqree:nent. In the absence of guch prescription: 
a. the redlum of settlement is cash or cc~dit t.cl an 

account 1n a federal r~serve bank of or specified by the 

p~rson to receive settlement: and 
b. the time of settlement is: 
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(1} with respect to tender of settlement by cash, a 

cashier's chec~, or teller'3 check, wh~n the case or check is 

sent or deliv~red. 
(2) with respect to tender of settle~ent by credit in an 

account in a federal reservP ban~. wh~n the crPdit is mad~. 
(Jl with' respect to tender of settlement by a credit or 

debit to an account in a ban!(, whPn the crP.dit or d~hlt made 

or, in the case of tender of settlement by authority to charg~ 

an account, "'hen the authority is !iP.nt or dP.livered: or 
(4) with respect to tender of settlement by a funds 

transfer, when payment l!J made pursuant to sP.ction 554.12406, 

subsection 1 to the person receivinq the settlement. 
2. If the tender of settlement is not by a merHum 

authorized by subsection 1 or the time of settlenent is not 

fixed by subsection l. no !lP.ttlement occurs until the tend~r 

of settlement is accepted by the person rec4!'lving the 

settlement. 
J. If settlement for an iten is made by cashiP.r's check. or 

teller's check and the person receiving settlem~nt, beforP. its 

midnight deadline: 
a. presents or forwards the check for collt'ct ion, 

settlement is final when the check is finally paid: or 
b. falls to present or forward the check for collection, 

settlement is final at the midniqht deadline of the- pl"!rson 

receiving settlement. 
4. If settlement for an ite~ is made by qiv1ng aJthority 

to charge the account of the bank giving settlerP.nt in the 
bank receiving settle~ent, settletnent is (inal vhen the charql? 

is made by the bank receivl.nq fi~ttlement i[ ther~ are funds 

available in the account for UH~ ar.•ount of t.hf! iter .. 
Sec. 99. Section 554.4212, CodP. 199.1, is amended to read 

as fol io·,..s: 

554.4212 RIGHT OF CHARGE-BACK OR fH:fiJND_:.:.. .. ~[~B~~I"T'l Q!' 
~g_f:~E~TING -~~~~ -- RETU~~- .9.!.....!.1.~!1· 

1. If a coll~cting bank has ~3de prc1visiondl settle~~nt 

with its customer for an item and it~~t£ fails by t~a5on ot 

dishonor, suspens)on of payments by a bank!.. ot otherwise to 

• 
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receive a settlement for the item which is or beco~es final, 
the bank may revoke the settlement given by it, charqe back 

the amount of any credit given for the itPm to it!i customer's 

account! or obtain refund from its custo~er ~hether or not 1t 

is able to return the 2tel'ft!ll iter:_~.~. if by its midnight dPadline 

or within a longer reasonable tim~ after it learns the facts 

it returns the ite~ or sends notification of the facts. !! 
!._~~-.rcturn __ 2.L.!!.2...t~ce is del~_xe:~ beyond the bank's mlj_~_i.ght 

~~~-~.line or a l.o119.~_r reasona~~-'! time after it learns ___ t~~ 

f!.s.t:..~1 the bank may r_~yoke the sf!.tH~~Il£l.t. charge back. th':!: 

credit. or_.~-~~~~n refund fro~ its customf!r, hu~_i_~_}s _ _!~~ 
for _any loas r~~~~t_!_r'\_g_ from th~ d~_lay. These riqhts to 
revoke, charqe back and obtain refund ter~inate if and when a 

9ettlement tor the item received by the bank is or becomes 
final t~ab~~e~ion-3-of-~ee~ieft-;S4T42ti-end-~ab~~e~i"~~-~-en~ 

3-of-~eetton-S54742i3t. 

2~--wi~ht~-the-ti~e-end-Man~eP-preserthe~-hy-t~t~-seetion 

and-seetion-554o•3ei,-an-inter~edtary-or-payer-ban~1-as-the 

eese-May-beT-~ar-retarn-en-n~~at~-ite~-dtree~iy-~"-~"~ 

depositery-ban~-end-~ay-aend-for-eoiieetton-a-draft-o~-the 

d@p08itary-hank-end-obtat~-Pet~bar~P.M~ntT--In-s~eh-easeT-if 

the·· depos t te r 1- bank-has·· r ee e i• ed -pro•t a io ne i- se tt ieMe ,t- for 
tne-i~P.MJ-it-Ma~~-rP.tMhnrse-the-bnn~-dravin~-the-draft-an~-any 

pro•isional-eredtts ·for-the-it~M-between-bank~-~haii-beeoMe 
and-re~ain-ftnniT 

?: _A __ ~.£..!.]_e_f'_ti.n9 ban..; r~.~.':!E..!!.~ .. f'n it~!_ft- wi"IP.n it i§_sent or 

~~yered to t.h~-~~~-k.: s ~-~~~oll\e~ ___ t_r~.':.'.~.~!!'-!!~r2U_<l:.l) .. t ... ;? 
~_':...!__i ~s-~ .. r~ct i o_~~. 

J. A deposltary ban~ wh+f.'l'<l t;_I),H IS also the payor IT'ilJ 

charqe back t.he amount of an it:ern to it.s custoner's account or 
obtain refund in accordance with th~ section qovern1n9 return 
of· an il":em tf'c(.•ived by a payor hank lc•r crPdit. on its book.!> 
(section SS4.4)011. 

4. The right to charge-back is rwt .tfft~ct.ed by.:_ 

cl- p!'t"r e.!.!!.':'.!.':~.~-~ use of tl\_. ~credit given for '.:he iterr; 
0< 

• 
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b. failure by any bank to ~x~rc~se ordinary care with 

respect to the itern1 but a~y ~ban~ so failing remains liable. 
S. A failure to charge-back or claim r~fund does not 

affect other tights of the bank against the cttstorner or any 
other party. 

6. If cr.edit LS 9iven in dollars as the equivalent of the 
valttP. of an item payable in a foreign e~:~rro~ney money, the 
dollar ar-.ount of any charge-back or refund !!llhaii rnust be 

calculated on tht' ba!!.i!l of th~ bttyin~-!ti<;~ht bank-offer~t;i . ...!!P_~! 

rate for the foreign eurreney r_n_2_~~.1 prevailing on the day when 
the per~on entitled to the charge-hack or refund learns that 
lt will not receive payment in ordinary course. 

Sec. 100. Section 5S4.42ll, Code 1993, is amended to read 
as follows: 

S54.421J F'TNATJ PAYMENT OF ITEM B'i PAYOR BANI< -- WHJ:N 

PROVISIONAL D£811'5 AND CREDITS BECOME FINAL -- WHEN CERTAIN 
CREDITS 8F.CQio1f.: AVATLARI.E FOR WITHDRAWAL. 

l, An item is finally paid by a payor bank when the bank 
has ~~~done any of the followinqT-whiehever-hap~ens-ftrst: 

a. paid the item in cash; or 

h. settled for the itP.n without reserv+n~ having a riqht 

to revok~ the settlement and-withcnt-he<rtn~-eueh-ri9ht under 
statute, clearinq house rule~ or aqreement; or 

eo--co~piet~d-tl\@-proee~~-of-posttnq-the-ite~-~o-the 

tndieete~-aeeoan~-of-tn~-~ra"@t"T-Me~eP-or-other-per~on-tc-be 

e~arqe~-tneroewi~h;-~r 

d £· made a provision.ll !".Pt.tl~ment for t.hfl item and failed 
to revo"'e the set.t!emen':. in the tirr,e and nanner pC'rmitt.ed by 
statute, cl~arinq house rul~~ or agreement, 

Hpon-a-ftnel-p"ym~nt-o~d~r-sabpara~reph~-"b;u-ue"-or-"du 

t~f'!-p~tyor- ban It -!'~hill::~- be -ae~ortntttbie -fer -the- ftll'.o~n~- of- the 
r~e~7 

~ l· If provis~onal 90ttl~ment for an item betwe~n the 
ptP.$E.'ntinq and p.ayor bclnks i!.; mad1~ tht011<Jh a cl~ar inq h()USI~ or 

by debits or credits in an a1:count betw@en them, t.hen to the 
ex~ent that provisional debit~ or credits (oc the item are 

entered in accounts between the presenting and payor banks or 

(/) 
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1\) 
1\) 
~ 
<D 



Senate rit~ 221q, p. 71 

bet.wer.-n the present-:i.nq and succes~iv~ prior collecting hanks 

seriatim, they beco~e final upon final payment of the ite~ by 

thf! payor bank. 
~ !· rf a collectinq bank receives a settlement for an 

itPm which 1~ or becomes final ts~h~~e~ton-3-of-seetto~ 

SS4":"4~lir-3~h~eetton-2-of-t~ts-seettont the bank is 
accountable to its customer for t:hP amount Clf tt'le ltPm and any 

provisional credit given for the item in ~n account with its 

customer hecomefl final. 

4 ?.· Subject to l..U.....!EP)~cable_hw stati~9 .. ~ ti_me fg_t 
~~-~~_l.~bility of f~.D.~_!!__and (ii) any riqht of the bank to apply 
the credit to an obligation of the custoner, credit qiven by a 

bank for an item in an-aeeottn~-vtt-h-iot'!l-et~sto:t~et" a custome..!_:.~ 

accou~.~ becomes available for withdrawal as of right.!_ 
a. tn-any-ea~e-where!! the bank has received a 

provisional settlement for the item, -- when ~ueh !he 
s~ttlement becomes final and the bank has had a reasonable 

time to lea:rn-ttlat-the-eetUelflent-h-Hnal rece.~.":~ re~u.~.!' of 

the item and the ~~-~~has not been rec.!_!~~.<! .. i.~.-~hat ticne: 
b. tn-any-ea~e-w"ere if the bank ls both a the depositary 

bank and a !he payor bank~ and the item is finally paid, -- at 

the opening of the bank's second banking day follo· . ...t.ng receipt 

of the i tern. 
S. A-deposit-nf-~ol'tey-in-a-bank-ts-ttnal-"hen-~ade-bt~tT 

"'"b;eet Subject to applicable law stat_!_~.9..._a___time .... f.9! 

~·~.•1!.!<tb!.!i..!:..i:....~...!.l.::l.'.'2.~ and any riqht of the ! bank to apply t"e 
~ dopos•t 2!~oney to an obli9ation of the customer, the 
dP.posit b~comes available for withdrawal ali o( riqht at· t~e 

opening of the bank's next bankinq day foHowin~J ~!.!-.!.!. rl?c~ipt 

of t.he iJcpusit. 
Sec. 101. Section SS4.42l4, Code 1993, is amended to read 

<ta [ollo·.,·s: 
SS4.4214 INSOLVENCY AND PREI'8RENCE. 

1. An'1 !.~. ~'! i.teltl is in 01· eo111inq £<?.me~. into thP. 
possession of a payor or collecting bank trhteh ~~ suspends 

payment and whte" ~! item 'is has not bee_!! finally p.:sid !thaH.~. 

the_i._!~~.~-~ be returned by the receiver, trustee!. or agent 
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in charge of the closed Dank to the prPsPnting bank or the 
closed bank's customer. 

2. lf a payor bank finally pays an item and susp~nds 
payments without making a settlement for the item with its 

customer or the pr~sent:ing bank which Sf!ttlement is or becomes 
final, the oWner ot the item has a preferred clait:'l aqain!{t. the 

payor b,.nk. 
3. If a payor bank giv~s or a collecting bank gives or 

rec~ives a provisional settlenent for an it~m and thereafter 

suspends payments, the suspens1on does not prevent or 

interfP.re with the l!letH~~el'tt ~-e~.~err.ents becoming final if 
sue"~_! finality occurs automatically upon the lapse of 
certain time or the happening of certain events tl!l~b~ee~~ol't-3 

of-eeettol't-S~4~4iiky-l!l~bsaettol'ts-l-"d"r-i-and-3-ot-seetton 

;;4"'l"41B.,.. 

4. If a collecting bank receives from sub~equent parties 
settlelt'ent for an item which ~ett.l~Pment is or becomes [inal 

and ~-~~- .ban.k suspends payments without making a settlement for 
the item with its customer which settl~~~~~ i3 or becon~s 
final, the owner of the item has a preferred claim against 

~~eh the collecting bank. 

Sec. 102. ~EW SECTION. 5S4.421S PRE:SENTKF.N'T WARRANTIES. 

1. If an unaccepted draft: is pres@nted to the draY~~ for 
payment or acceptance and the drawee pays or accepts the 

draft, (i) the person obtaining payment or acceptance, at th~ 

time of ptesentment, and (ii) a previous transferor of the 
dra{t, at the time of transfer, warrant to the dra~ee that 

pays or accepts the draft in good faith that: 
~- the warrantor is, or was, at the tirne thE.> ·.-~,urantor 

t.ransferred the draft, a person entitled to enforce th~ draft 

ot aut hot ized to obtain payment or acceptance of the draft on 

behalf of a person entitled to enforce the drdft; 

b. the draft has not been altered: and 
c. the watrantor has no knowledqe that thP. signature o( 

the purpocted drat.·er of the draft is unauthori?ed. 

2. A drawee making paym~nt may recover fro:n a I.'CH rant or 
damaqes for breach of warranty equal to the amount paid by the 
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drAwe~ less th~ amount the drawee r~c~1ve~ or is entitled to 

receive fro~ the drawer because of the payrrP.nt. In addition, 
the draweE.> is entitled to co:-npensat.lon for expPn~P~ and loss 

of interest resultinq from the breach. The right of the 

drawee to recover damages under thi~ subsection is not 
affected by any failure of the drawee to exercise ordinary 

carP in making payment. If the dr<sweP. accepts t.hP draft (I J 

breach of warranty ls a defense to the obliqation of the 
acceptor, ~nd fiiJ if the acceptor makes payment with respect 

to _the draft, the acceptor is entitled to recover from a 

warrantor for breach of warranty the amounts stated in this 
subsection. 

3. re a drawee asserts a claim for breach of warranty 

under subsection l based on an unauthorized endorsement of the 
rJraft or an alteration of the draft, the warrantor may defend 

by provin9 that the endorsement is effective under section 
S54.J404 or 554.3405 or the drawer is precluded under section 
SS4.3406 or 554.4406 from asserting against the drawee the 
unauthorized endorsement or alteration. 

4, If (i) a dishonored draft is pre~ented for payment to 
the drawer or an endors@r or (ii) any other item is presented 

for payment to a party obliqed to pay the itPm, and the item 
is paid, the person obtaininq payment and a prior transferor 
of the item warrant to the person making payment in good faith 
that the warrantor is, or was, at thP. tim~ th~ warrantor 

transferred the item, a person entitled to Pnforce thP item or 
authorized to obtain payment on behalf of a person entitled to 

P.nforce the item. The person nakinq payment m.1y re-cover from 
any warrantor for breach of warranty an amount Pqual to the 
arrount paid plus expPnses and loss of interest result1nq from 
the breach. 

S. The wact~nties !>tdtPd in subs.~~ct.ions 1 and 4 c.1nnot be 

disclaimed •o~ith t(lspect to checks. UnlPss not.ic~ cf .1 claim 

for breach cf warranty is given to tne warrantor with sixty 
days after the claimant has reason to \now of tt',e br~ach and 

thP identity of the ·.1arrantor, the warrantor is discharged to 
the extent of any loss caused by the delay in giving notice oE 

the claim. 

• • 
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6, A cause of action for br~ach of warranty under this 

section accrues when the clai~ant has rea9on to ~now of the 
breach. 

Sec. 103. NEW ~~~!!ON. S5~.4216 ENCODING AND RETENTION 

WARRANTIES. 

l. A p~rs~n who encodes information on or with respP.ct to 
an item after i~sue warrants to any subsequent collecting bank 
and to the payor bank or other payor that the informal ion 15 
correctly encoded. If the customer of a depositary ban~ 

encodes, that bank a lao makes the warranty. 

2. A person who undertakes to retain an item pursuant to 
an agreement for electronic presentment warrants to any 
subsequent collecting bank and to the payor bank or other 

payor that retention and presentment of the i.tem coruply with 
the aqreement. lf a customer of a depository bank undertakes 

to retain an item, that bank also makes this warranty. 
3. A person to whom warranties are !"'ade under this section 

and who took the item in good faith may recover from the 

warrantor as damages for breach of warranty an amount Pqual to 
the loss suffered as a result of the br<"'ach, plus P.xpenses and 
loss of interest incurred ~s a result of thP. breach. 

Sec. 10~. Section 554.4301, Code 1993, is aruended to read 
as follows: 

S54.4301 DEFERRED POSTING -- Rf.COV£R'i OF PAYMENT BY Rt:TURN 

OF ITEMS -- TIME Of DlSHONOR_ :.- RE:TU_RN OF ITE~S RJ. ~~-~'.C?.I! .. _~A~~· 
1. Wh~r~-sl't-ettt:hnri-7!1!'d-,et:t:J:err.el'tt: U a payor .s~.~-t 1~_5 for cl 

demand item tether than a documentary draftt-r~e~t•f'!d-by-a 

peyor-ba"k E_rPsented otherwise- than foe imnediate> payment over 
the counter ha!ll-b~el't-11'18dl! befor~ midniqht of the l>.lnk.inq day 

of r~c~ipt~ the payor bank may re-voke the settlPment and 
recover a"y the payl"'f!nt. ~cttle-ment tf.!. before it has (Tiad~J 

final payment t~nh~~et:~o"-t-ef-~~et:~OI't-~5·~~~\3' and befor~ 
its ni.dniqht deadl1ne~ it 

a. returns the item: or 
b. SC'nds writ'":en notice of dishonor or nonpayment if the 

item is heid-for-prot:e~t:-or-;~-~t:h~rwi!lle unavailabl~ for 
return; and the item or notice includ~s the reason foe 

dishonor or nonpayment. 

(/) 
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2. If a demand it~m is received by a payor bank for credit 

on its books!. i.t may return etteh .~he item or send notice of 

dishonor and may revoke afly credit qiven or recover the amount 

thereof withdrawn by its CU9to~er, if it act! within lhe time 

limit and in the manner specified in the-p'teeedtn~ ~ubsection 

l. 

3. Unless previous notic~ of dishonor haB been sent~ an 

item is dishonored at the time when for purposes of dishonor 

it Is returned or notice sentL in accordance with this 

sect ion. 
4. An item ls returned: 

a. as to an item t"eeei•ed E_!_~sen_t!.~ through a clearinq 

house, when it is delivered to the presenting or last 

collectinq bank or to the clearinq house or is sent or 

delivered in accordance ~1th it~ clearinq house rules: or 

b. in all other cases, ~hen it is sent or delivered to the 

bank's customer or transferor or pursuant to that customer's 

or transferor's instructions. 

Sec. lOS. Section 554.4302, Code 1993, is amended to read 

as follows: 
554.4302 PAYOR BANK'S RESPONSJBILIT~ FOR LA~E RETURN OF 

[TEM. 
~ Jn-t~e-ahsenee-of-e-veit~-def~n~e-~~eh-a~-breaeh-of-a 

p~e~ent~~nt-we~ran~y-t~~beeetion-i-of-~eetion-S54T4~91'T 

~etHeMent-eHP.eted-or-tne-i-t.,.e 7 -H !.~an item is presP.-nted on 

~ and received by a payor bankL the bank is accountable for 

the arrount of: 

a. a denand item! other than a documentary draftL whether 

properly payablr or not~ if the bank, in any case wiU!'te .i.~ 

~~-i.£.1"2 it is not also t.he depositary bank, retains the item 

beyond midnight of the banking day of receipt \.'ithout r,ettlinq 

for it or, rt'!qardte~!l-~f whether ~-r_!~Ot it is also t.he 
depositary bank, does not pay or return the iten or send 

notice of dishonor until aft~r its midnight deadline; or 
b. any other properly payable iten unless.!. within the tirne 

allowed tor acceptance or payr..ent of that Hem.!. the bank 

either accepts or pays the item or returns it and accompanying 

documents. 
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t..: ___ !_h~ _ _!.J!P_!llii' .. .c?_f_a: payor bank. tp:.....E.!Y..__a_D_._i __ ~~m .~fsu~nt 

5_0 subsection 1 is sublect t_C?.uc!~enses l?~-~_ed on breach __ Q.!_~ 

pres en ~.:...~!.'.t wa_f_r_~~t:t..._l!!..C:.t ion 5 S4 . 4 215 J_..Q.!__ .12.f.:91:?! ... ~-~~-L_the 
2_erson seeking enforcement o~ the llabil~p_f_!!~~~9-__ 2_r_ 

tran&ferred_.t~_!_ item for the purpc;?_~L~f defrauding the payor:_ 

~...!..."!.!. 
Sec. 106. Section 554.4303, Code 1993, is amended to read 

as follows: 

554.4303 WHEN ITEMS SUBJECT TO NOTICE, Sf9P-GRBBR ST9~~ 

PA:iM.E:NT OROE~, LEGAL PROCESS.!. OR SETOff -- ORO£R IN WHlCH 

ITEMS MAY A£ CHARGEO OR CER71FIED. 

l. Any knowledqe, notice1. or ~top-order ~<!Y.'!'.et:'t __ 9rde!. 

received by, legal process served upon.!. or setoff exercised by 

a payor bank 7 -whet~er-or-not-effeeti•e-~nder-ot~er-~~les-of 

•a• comes too late to terminate, suspend.!. or modify the bank's 

right or duty to pay an item or to charge its customer's 

account for tho item7 -eo~es-too-iate-to-eo-te't~~nate7-~~~pend 

or-~o~~fy-e~eh-t"iqht-o~-~utr if the ~no...,1edqe, notice, ~top 

e~det sto~~JLm&nt order, or legal process is received or 

served and a reasonable time for the bank to act thereon 

expires or the setoff is e~ercised after the ba~~-hae-do~e-anr 

~.!rJ t~st of the folio-.1inq: 
a. aeeepted-et"-ee"ttiftl'!'4 ~_he bank accepts __ ~~ certifies the 

item; 

b. patd the bank ~y~ th~ item 1n cash; 

<:. ~etHed the bank settle!! for the i.tem witt~out re~~r•tn4J 

~-<;!~~a riqht to revoke t.he settlP.a'.ent antl-wt~.,_t,.,,t-l'lavt~~ 

eaeh-rtqnt under statute. clearinq house r11le.!. oc aqreement; 

~T--eo~pieted-the-proees~-of-po~ttn~-the-tt~~-~~-~he 

tndieated-aeeo"n~-~f-th~-drawerT-Me~er-nr-~t~l'!'r-~~r~~"-to-be 

eherqP.d-th~rewtt~-o't-othe'twi~e-he~-evidenee~-l'ly-exa~ine~ton-of 

~~e~-t"dieated-aeee""t-and-by-aetton-ie~-deei~i~n-to-pay-the 

t~P.s-:- or 

e ~· heeo~~ the bank becomes accountable for the anount of 

the item under ~ab~eetto~-i-udu-of-eee~to~-SS4T4ii3-and 

section !)54.4302 dealing ~ith the payor bank's responsibility 

for late return of items~l-~~ 
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~-with respect_ to check!!_~ __ cut.off h_~£_n.2..__.!arlier __ ~!!~.!! 

Q_ne h~~.!. after th~ . ....2P.!:~!..!l.g_o_( the n~xt banlot~_~g~~~~! .. ~~~ 

)?~_n~ing day on vh1ch the.~~~-£~.i_Y._~~--~he check and no later 

than !:.~~ __ c_lo~~-of_J~_<!t next b~nki.nq day o~_, ___ i.f ... ~9 cut.o(~-~9~ 

i.s_!.(xed, the close ~f _ _!!1_! next __ ~~-r:t.k.i_Q.\1 d.ty aftP.r t.he banking 

Q.~_i: _ _on which the bank receiv~E_-~~e C\1~.C:.~-~ 

2. Subject. to t.'hl'!-f't'OYi-$iott!l-t')f subsection 1 items may hP. 

accepted, paid, certified or charqed to the indicated account 
of Lts customer in any order el'.lt~•eni~ttto:-~o-H'IP.-banlt. 

_Sec. 107. Section 5'>4.4401. Code 1993, is amended to read 

As follows: 

554.4401 WHEN BANK HAY CHARGE CUSfOMER'S ACCOUNT. 

l. A'-~qettt!lt-tt!l-e~3tom~r7-ft ~bank may charge against 

the costomer 's account al'ly Qf__~ c~~-~9.!1!!.!.-~.!:! item wni-en that is 

ot)<!~r,.i-!'1~ properly payahle frorn that account even though the 

charge creates an overdraft. An itel"' i~ properly pa..Y!E_!_~---~-~ 

.~ .. ~ __ .!.!__!~thorizP.d by the customer and is in accordance tJit!"' ~~:i 

a_gra~_ment between th_! customer and _ _!)_o~!_nk ~ 

~-cust_Q!!!_~_C:_._~~ ~ot __ !~.<!tLl.~--~-or ~h~.!!!_<?~nt~l-~~- overdr.!f.! 

J~ --~~- cus_torner ne_i ~1_\_e;_r __ ~ 1.9.11:~4. -~~~--- ~ ~~.!!..-~9!. .. ~e.f2~_f_~ ~-e~ _f r~!'l t ~~ 
proce_eds of the item .. 

~ • ____ ~ }>_a~~-- .!!I.~.Y __ t;:ha r~---~-9~~ nst .!..b_~ account of _ _!1 __ £_~~-torne ~ __ a 

£.h~~-~--t)la.~. -~--s otherwise properly payable from the account.L 

even_ t.~'?~..9.!!.....P.avme~ was made b.!.fc:>.~.e the date of the checlt,_ 

~!.f!..less t~-- c_~..:~s~ .. o~e-~ __ h~_?> _ _g_!~~ot ice t-~-~~~-- bank of the 

pos~da_Lj~g d~s~r_i.bin_g .~he che_~k -..~~t_t! r.~~ona_~_l_!!_c_ertain..!.l:..!_ 

!~~-notice is eff~£~!'~.~ . ..!£!......!..~e p_er_io~ .. .!l~~~~~---~.1!. ~~~tion 

?_~4 .. 4~0), sut?se~_tio~. --~-t. for St<?p-:-payfl!~~-~-P~~~-!..~ 1 .. ~_n~usl be 

E..!.~ei~~~--a_l_ such tlrr.e 3nd_}E .. ~~!~!_l_lt'anner as to afford ~~~- ba_ryk 

a re_aso~~~-1-~ .. £PE?..~.~-l!ni ty~~t -~"- _i ~ _ _!lefo~I! .. ..!.!!.~__Eank __ ~~15._6..§: 

~ ·~~.! ion~!:.!!_.!_eS.2.!._~?. .. !·h~ check Q~scr ~-b~.£..-~.!' .. !!!'Ct ion 

5_~ ~ ~Ql.~-_!_~ -~-~al'_"l~ ___ c!'arg~ aqa i n.!.!:_ __ ~t~e acc:Q.~.!!.~_2( a customer 

u_hecl.:_!~~(~r~ the dat~- sta~--~-n .. ~-~e notice of postda_~i_ng,_ 

~!....P~r}_k i~_liabh~ f~! dal!?.~9~~':?t. the loss resultinq_f_('::!~"~- i_ts 

a<:t. The loss may incl\~de dam~9.'?.~..J..~£.-d~-~~-onor _of subsequent 

it~m~-~-'-"-i_c~-- sect ion 55_~.!.~.402_._ 

( .• 1{c 
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~ !· A ba~~ wnte~ that in qood faith makP~ paym~nt to a 

holder may charge the indicated account of itR custoner 

accordi.nq to.!_ 

a. the original ~~~or terms of the customer's alt~red 

item; or 

b. the te~or terms of the custoner's completed i.t~m. even 

though the ban1c lcnotJS the item has been coMplet.f!d unlesR th~ 

bank has notice that the completion was improper. 

S~c. 108. Section 554.4402, Codf! 1991, ia a~ended to read 

as follows: 

554.4402 BANX'S LIABILfTV TO CUSTO~F.R FOR WRONGFUL 

DISHONOR ~-~- t:~K~: OY _OP.TE.~~~~~-t;lc:;;: __ ~_t_!SUFf'ICIENCY OF' ACCq~_~:r_:. 

1. Except as othertJise provided in t_his Artie_!~ .. ~ p{lyor 

bank wrongfully dlsho~f!_r_'L..!!!...__i_t_~_m. if i~_.4_i._shono~s ~!'.-!.~~.'!1 that 

!..!....l?.!..~P~.!...!i'_p~~-~!.~.~- ~l;l_t ~---~~~IJ~.~~shonor an item that 

~-~-!..4 . .£r.!_ate....!.!!_~verdraft unles~_.H .. ~as agr_e~~ .~o pay __ ~~~ 

!?.ve ~-cj raft . 

~ A payor bank is liable to its customer for damages 

proximately caused by the wrongful dishonor of an iten. wn~n 

tne-dt !~honor -oeeaf'~- throa~~-1'111: ateJre- Habi Hty !!~~J>i 1 i. ~y 1 s 

limited to actual darnagea proved~--lt-ao-proxi-Mateiy-eea3ed 

e~d-proved-da~~~~ and may include damages for an arrest or 

prosecution of the cust~er or other consequential damages. 

Whether any consequential damages are proximately caused by 

the wrongful dishonor is a question of fact to be determined 

in ca<.:h case. 

3. . ~ .P!l.i'.~t. bank's detercninat ion of __ ~he --~~st9me_r .:_;;~_'!ccount 

J::>~.l~nc_e_ ?.~.-~hich a decision t.o dishon~L..f.<?.~ _in_s_~_!_!_ici_~~9:....<.=!!. 

available funds ir. -~a-~ed may-~~ -~ade_ at any ~irne bP.~:"!~--~~ 

time t._tl_! it.em is ~-~.£E.-iv~-~--~~Y-~_t_l_~~J@...l.<?..!._Pa.nk and the tim~ ~~.a~ 

!_!l~ p~y~r .. ~.a~k ___ r..£_~urns the item or qives __ n_C?t_~ce in 11.~.1!....£..! 

_t e.~~-~-r} !. "!~~-·~.o _:10 r .£....!._h~~ _ _2ne _de term t!1~_t ~~-~ __ need be made, . ..J _t '· 

at the el_!":..~~-~-?.n __ 9_f_ !iH! payor banl.:, a sub~~qu_~n~---~~-~~:u~c.~ 

det.ermir>.ati.on i_s_ nd•~'-~--f~ __ tJ!!.....p_":'_~_E.ose.s of .!eey_~.l~cl-~i~g :._~e 

~~~-·-~- ~-e~i._sion to dishonor t~e item, t.h~_:a<:count bal~nc~:...'!..!:. 

the time i.s 9!terminative of whether a di~-~onor fo_r_ 

~~y_(fi.ciency of. ~~-'!i}~b~.!'!: __ f_,!_n~is . .'~~onq(u~:. 

"' ..... 
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(0 



Se'nat~ File- 22"19, p. 1~ 

Sec. 109. SPction 5S4.440J, Code 1993, ls amended to read 

as follO\<I$: 

SS4.440.1 CUSTOMER'S RIGHT T'O STOP PAYMENT-- BUROE:N OF 

PROOF' Of LOSS. 

1. A customPr ~ey-by-erdP.r-te-thP-en~to~er 1 ~-bank-~top 

payme"t-of-any-ite~-payable-for-the-edsto~erl~-aeeo~nt-but-the 

ttrt.l~r-lft~!'!lt-bl"! or any person authorized to draw on the account 

!..f. ~~~~.e . ....!.!~2.!.~ .. t~<:~.'!._Q~!_.E.~.Ul-q,!'l __ f!I_.I!L~t-op payment of an item 

1_ra·o:~n_ ~-"- . .!:.!!~--~~1!~..2'!'~.t:~!L...!..£.£2..Unt _ _2!_C:!~se thP account: by an 

order to the bar}_~ -~~.scr .i bi nq_!.h~_J ~en'l_fl.r.. acc_C?~.!' .. ~ __ .!!'_~-~~ 

!.~~_s_9.!).~-~~-c;~ta_l_~~1 received at s~eh ~ timP. and in !"'tteh ~ 
manner as-to-aHerd that af~_Q!_~_!! the banK a reasonable 

opportunity to act on it prior-to ~~!2.!.~ any action by the 

bank with respect to the item described in section 554.4303. 

.I.! --~-~~L.!iJ.9.r:'.~-~.l!r!....2.._f__!lore than one person is required to draw 

Q.!!__an acc_Q_!lnt, any of these persons may stt;>p_~Yf!!~~t. or close 

thl' account. 

2. An-oral-o~~er-is-bin~inq-upon-t"e-bank-only-for 

to~rt~en-ea\en~ar-daya-dnie~~-ecnfirme~-ift-wr~t~~q-wi~"in-tnat 

~erio~~--A-written-order-ia-effeeti•e-for-cnly-a~x-~o~th~ 

u~iP.ft~-renPwed-~ft-•rttin9 A stop-payment order is l'ffectiv~ 

!..Q.~___§J~ !'!O~~l:tS:• ~u~. ~~--~~P.~-~~ ... af~e.r fo~rt-~e_E. __ ~alendar days _if 

~!.... _9.!..!..ii_n_~..!......£~ de r._~_l!..._c;>_r_!_l__~ !:'~- ~~ s not con fir ml'd ~:!...! !.~9 

~.itt~_in _t:_hat:__p_eriod. ~-~..!:.9~.:P~..Y!!!._@'nt ord!! l!lal'. t?.e .. re:~~t...,.ed .~or_ 

~g1!_~j9nal six-month periods by a writing_g.!_~~.D .... tt? .. t~~--!Jank 

wit~Jf2.il .. E~riod du~_i_I).9 ... ~1J.!ch th~.-~.top-_~l:_t!lent order is 

~!~:..tive. 

1. The burden of establishinq the fact and art\ount of loss 

resultinq from thl' payment of an item. contrary to a bindin~ 

~t~p-payltl.~nt stop-~y~~~l_t. order Q_r_ 25der t.o___£1ose an acc2.\!!'.!. 

is on the customer. Th~ loss f~_.2£!.._ptty!':'_ent of an item contcar_y 

to a stop-payment '?~~~L.!!!.!L~.!'t?l~de .. ~~maqes for dishOf2£!_.?!. 

!":~-~S~Q.u.~-~-~~-TI!.s .. _ under sect ion 5')4. 4 ~-~.l:. 
S~c. 110. S~cti<ln S54.4405, Code 1993, is amende-d to r~ad 

as fol1o·o~s: 

SS4.4405 DEATH OR INCO~P£TENCE Of CUSTOMER. 
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l. A payor or collect:inq bank's authority to ttCCP.pt, pay.! 

or collect an ite'm or to account for proceeds of its 

collection.!. if otherwisP. eff~ct:ive!. i!J not rendered 

ineffective by incompetence of a customer of either bank 

P.Xistin9 at the time the item is issu~d or its collection ts 

undertaKen if the banK does not Know of an adjudication of 

incompetence. Neither death nor incompet:PncP. of a customE."r 

revokes stteh .~.t_l_e_ authority to accept, pay, collect or account 

until thl' bank know9 of t.h~ f<tct of death or of an 

adjudication of incompetence and has rl'asonabl@ opportunity to 

act on it. 

2. Even with knowledqe~ a bank may for ten days after the 

date of death pay or certify chec~s drawn on or prtor-to 

before that date unless ordered to stop payment by a person 

claiminq an interest in the account. 

Sec. 111. Section 554.4406, Code 1993, is amended to read 

as follows: 

554.4406 CUSTOMER'S OUT'i TO DISCOVf:R AND REPORT 

UNAU'tHORIZED SIGNATURE OR AT.TF.Rl\TJON. 

1 . When-a-banlt-sends- to-t ts -eustcrM!r-e: -~tat~ltlent-ef 

aeec~nt-aeecmpe:nted-by-~teMs-paid-~n-qood-faith-in-~dpport-of 

the-dehtt-entrtes-er-hc~~s-the-state~t~ent-en~-~teM~-pnrsuant-to 

e-•eqdes~-o•-instr~et~cna-of-its-e~sto~@r-cr-otherwise-~"-a 

reasonable -I"! ann er -..-.eke !'!I-t "P-s t~ te/1\er'l t-end- it eMs-eve i l e b le- to 

t"e-e~atol"'er 7 -t"e-e~sto~t~er-must-exereise-r~ascnable-eere-an~ 

prol'ftptl'll!~~-to-ewa~ine-the -statel'ftr!ftt'- e~d- i tr!l"'!'!l-t~·-rh~eo•er- th@ 

edsto~er•~-una~thor~re~-s~~nat~re-or-any-a\teretto~-on-an-tte~ 

and-~~st-notify-tne-bar'lk-pro~ptly-efter-di~eovery-thereofT A 

bank that senda_o_r ~~~~s avai lal>le to ·~--~U.J:?:~cmer ~~ . .at~mer:~ 

2..L.~~~9-~'-'~--~howing payurent o! ... l..~etns J~-~ the -~~<.:.~~nt _s_!l~ 

eithe~!_~_~ake availabl.~. ~o ~~~ . .S~t!>t~<?~:~ .. ~ -~·-h~ __ items paid 

QL..P.!.£~~9.~ .... -information in l_l}~ ... 5~.s.t_~!l:l.l"nt of_d_<-:.<:?~~t -~-~ff icient 

to a 11£~-~~-~- .£l.l~ t<?~.~-~-- reasonab l.t ... t. o i de~~~· .. i ~y ___ t_':l~--~- !: .. ~T.£J2~ i d..: 
"The statement of ac< . .-ount providt-s sufficient info!mati_9_r~! ... if 

the~~!!! ... ~~- described P.Y..J..!...~~ .~r!.m.~£~ •.-~mount., .-:'lnd_. da_t:_e of 
payment. 
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f:....!..... .. ..I.f th~ 1t~m!>_.a_re not _;et}lrned ~g the custo'!l!'.r ! ... _the 

P!L-::.~~~~~i_I]}~___!.!:.~~...!>~Jl either r_l!~.i-~ tnc i.tems __ 2.!'.!. 

if the items a~~--~estroy~d, matnta!_ry __ th!.._£~aci~X-.!:O furnish 

!.!S.i..~-~-'! ..... C:.22.!..!.~- ~n£ ...... ~ tems 1}_~_!::)_1 the __ e_!.pi rat ion ?.~. ~~even 

Y!.'!~ .... !.!-~_r_ -~-ece i pt of t~_f!_ g~~-!?>-=-- A cu~-~2!!-e r may r egue~-~_!!! 
it~~ fro~_t_he bank that .£2J.~-~~e item, a~sl: -~hat bank mus~. 

P.!~" tde .PL ~ . .seasonable t i'!'.~ ... -~!.!-.!l~.L.! .. !!.! .... J ... ~-~~- 9r, if the _i tefl! 

!!~~~c!!.!troyed or is n~t other· ... ise obtain_~~-lc, a leqj_~~-~ 

copy of the item. 
).:.. ....... H~-~ank sends or rnakes_available -~ -~tatement o~ 

account or 1 temf:l .... P~.!J>Uilnt to subsection l, the customer must 

~erci~~~aJ!~'l_a_ble promptness in examining the __ statemcnt: .. .£~ 

ttlc____!l!_~~ _t:.'?.-~~terrni ne whet h_!!......._a_Ey__p~xmen t was __ ~9-~ au thor i z~~ 

because of an alter~l;~n of an it~m or_~ec~~~!_!_~~2~~led 

signature by or on b@hall of the. customer ~~~ .. not author iz.~!. 

!_!.!._'?~~-~~-'?.~ .. the __ statement 5>_~ items provided!... t_he customer 

!I.~E?.~.l.~ _ _I.~~~c.?na~~y have discovered the unau th~r i zed payment~ 

tt)e customer rnust pro~J:X..~.~tify the ~ank of th~ rcle~{lnt 

fact_~.! 

i !• If the bank ~~tab•tsne~ ~!oves that t~e customer 

falled.!. with respect to an item!. to comply with the duties 

imposed on the customer by subsection l .! the custom~r is 

precluded from asserting a9ainst the bankl 

a. the customcr'5 unauthoriz~d signature or any alt~ration 

on the itern.!.. i.f t.tiP. bank also l'!!!:tabthnes ~!pve11 that it 

suffered a loss by reason of ~ueh ~~~ failure; and 

b. a" the cus~.c.?~~t.'S: unauthorized slqnature or alt.~ration 

by the same wrongdoer on any other iteM p.sid in good faith by 

the banK after-the-fi~5t-tt~m-and-5tet~~en~-~ft~-4•a+tftbl1'!-~~ 

tl'le -ea~tolfter- fof' -a- t"l!l!l~o"abte- p~r tod- not- exeeetl:t nq ·· foa ~teen 

eate~da~-day~-and-be~Ot'~-the-bnn~-t'~ei'!~V~~-not~f;ea~~~n-~t'~~ 

th~-ea~toml!r-ot-8nf-~~eh·anaat~~~~t~d-~iq"atn~e-o~-altet"~~ion 

!.!' ___ t:_!l_~-£~Yf!l~l . .'-fcl!l made ~>~.~~~...!...~.e bank n~ce iyP<:i. not. ic<- !..!.~~ 

_t._!!!._.£_ust_s>~~~~ _'?.~. t. h_P __ ~J_!!au th~r_i ze-d s i qna t_~!...!..._2~ a l.t ~-r::::_a_t.:...~~~--~!'d 

~-Lt~.t.1.~. s:.ust9~e-~. !)<'~_~~~-I}· _af fordf'~-~! __ r_~<'~!!on.lbl£__p_e_!:__iod of" 

-~~.!"~!£.! not_ ~xceetiin'.i_5i_~.tY....i_~ys. in <-~!~~~~' t<? !'xanane ~he: .. .!:.!._e_!!! 

cr statement of account -~~noti.~~---~·~_!' __ ~an_k_. 

(. 
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~~--~ne-preeiasio"-ander-~ab~~etton-~-doe5-~ot-appiy-tf-the 

e~sto~er-e~tabitshe~-iae~-~f-o~dinary-eere-on-the-pnr~-of-th~ 

be~k-t"-payi"~-tne-tteMtatT 

s. If s.~:~.bsectlon 4 a..PJ?.l.i.~~ and the <:_u_~!:_orner proves_.t.!!_a~ 

the bal}_k_ f_~i led to ___ ~.l!.e~_~ise ordina.~_y- care in pa_yl":_!e~!:... the .. _!.~~~ 

and_~hat the' failure substantial contr1b'!_t.~~--~o loss, the _loss 

is alloc~.!_!-~ between t~~- customer £._~e~_!_uded and th.!" •. ~-~nk 

asserting the precl~-~!.<?.!!. accord.!_!l9...J:o the exte.~.L.!:-_o \o'hic~- the 

!_l!;_q.l!r_e of the_customer tC? __ CC?!!'E.~.Y with -~-~~-~ection 3 apd:_!_l)~ 

fai) .. u_r_~__2~_b_!~_k to exercis_~ ordinary c_are contribu~_e_~--~-2 

the l_~sa. If the sustocner pr(!ves that t~~-~~r:_.k did no~y 

the ite_m _!n good fai __ ~t}_, the precl.I:L_l!ion under_.S:_u~.!!eclion --~ .~2-~~ 

!!9.; ·--~22..!Y.:. 
4 ~· Without regard to care or lack of care of either the 

customer or the bank~ a customer who does not within one y~ar 

freJfl·the-tilfte afte_!"_ the statement and or items are made 

available to the customer (subsection l) discover and report 

the custo(flet's unauthorized signature on or any alteration on 

the-fae~-o~-be:c~-of-tne-iteM-or-doee-"ot-w~thtn-thre~-yeat'~ 

fro~-t~at-ttme-d~eeove~-and-report-any-~~aathet"i~~d 

e~do~ee""e"t on the item is precluded from assP.rtinq against 

the bank ~ueh !h~ una~thorized signature or e"d~rselftent-o~ 

s~eh alteration. !~ -~-~.'!.!e is_.!_.P_-:~clusion und~r. ~~-~~ 

!HJbsec;_i9...!l.•.~Y£! .. b_af.!k rnay not recover for brea~.t.!....£!. 

~~t ranty u1~~~ ~ .. se_c:;_t ion C:,54. ~2~_8 wi th __ ~~S:P~.~-~--!~~ 

~1'~.1:1 tho c l zed S:.~.gnat~.;~.~~- or a~ ~e r ~~-~on -~---~1)_1 c~ ~ ~!L.E.~-~!~_s 1_~11 

~~-s .. 
~ .. -- f f -ander -tn i:ot- ~eetton-a-pl'IJOt" -ba"lt -l'lal't ··tt -"'at i-d- tief~n~t! 

~~~a~"et-a-~~~i-lft·of-8-eaetelft~r-~po"-~r-r~enl~t"q-ff'OM·ray"'e"t 

of-a~-t~l'!~-end-watv~~-or-f~it~-a~~n-~eq~~s~-~o-~~~~~~-~he 

def~"ee-t~e-ben~-Mer-"ot-as~~~t-~~ain~~-e~r-eoileet~n9·ban~-or 

o~l'l~r-~t't~r-pe:rty-pr~e~"tinq-or-tt'an~F~~~tnq-tl'l~-~telft·tt-~ia~~ 

bae~d-npon-t~~-~"aathortred-stqnataf'e-ot"-atter~tr~n-q~v~"CJ 

rt~e-to-th~·ea~t~m~~~~-eia+~.-

s~c. 112- S~ction S~4.4407, C~de 199), is a~ended to rca<i 

as follo<-~s: 

(/J 
..... 
~ ...... 
<D 
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S54.4407 PA"iOR BANK'S RICUT TO SUBROGA7ION ON llo(PROPER 

PAYMENT. 

1r a payor ban~ has pa1d an item over the stop-pay~~"t 

ord~r of the drawer or maker to stop pay~ent, or after a~ 

account ~a.s been closed, or otherwise under circurn.stances 
qivinq d basis for obj~ction by the drawer or rn.aker, to 
preverlt unjust enr1chment and only to the extent necessary to 

prevent loss to the bank by reason of its payment of the ite~, 

the payor bank shaii-b~ is subroqated to the riqhts 

.a. of any holder in due course on the item aqainst the 
drawer or ma~er: and 

b. of the payee or any other holder of the item aqainst 
the drawer or maker either on the ltem or under the 
transaction out of which the 1tem arose; and 

c. of the dra ... ·er or ma~er aqa1nst the payee or any other 
holder of the item with respect to the transaction out of 
which the ltem arose. 

Sec. 111. Section 5S4.4501, Code 1993, is amended to read 
as tollows: 

554,4S01 HANDLING OF DOCUMEnTARY DRAFTS -- OU7Y TO SEND 

rDR PRESENTMEN7 AND '1'0 NO'I'IY~ CUSTOMER OF DISHONOR. 
A ban~ w~ieh that takes a documP.ntary draft for collection 

~~st ~~~ll present or send the draft and accompanyinq 
documents for presentm.ent and.!. upon learninq that the draft 

has not been paid or accepted in due CO\HSe mu~t.!._.~_l;ill 

seasonably notify its custom~r of ~neh ~~ fact even thouqh it 
may have discount~d or bought the draft or extended credit 
available for withdrawal a~ of riqht. 

Sec. 114. Section 554.4S02, Code 1993, is amended to read 
as follows: 

554. 4S02 PRESF.N1'lo(ENT OF "ON ARRIVAL" DRAFTS. 

W~el't .!.fa draft or the relevant instruct:ion8 require 
presentment "on arri•Jal", "when QOods ~rrive" or thf! like, the 

collecting bank n~ed not present until in its )udqment a 

r~asonablf! tim~ for arrival of the goods ha~ Pxp~red. Refusal 
t.o pay or accept because the qoods have not arrived is not 
dishonor; thl! bc"lnlc. must notify its transferor of ~tten th~ 
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refusal but need not pr~sent the draft aqain until it is 

instructed to do so or learns of the arrival of the goods. 

Sec. llS. Section 554.4503. Code 1993, is amended to read 
as follows: 

SS4 .450) R~SPONSIBif.ITY Of PRESEtlTiNG BANK f'OR OOCUMF.NTS 

AND GOODS -- REPORT Or R£ASONS FOR DISIIONOR -- REFEREF. IN CASE 
OF NEED. 

Unless otherwise instructed and except as provided ln 

Articlf! 5.!. a ban~ prPsf!nting a documentary draftl 

a. must deliver the docurr.ents to the drawee on acc~pt.ance 
of the draft if it i~ payable more than three days after 

presentment: otherwise, only on payment; and 
b. upon dishonor, eithf!r in the case of presentrr..ent for 

acceptance or presentment for payment, ~ay seek and follow 
instructions from any referee in r.~sP. of need desiqnat~d in 
the draft or.!. if the presentinq bank does not choose to 

utlllze the referee's services.!. it mu8t use diliqence and qood 
faith to ascertain the reason for dishonor, mu9t notify its 
transferor of the dishonor ~nd of the reS11lt.s of its effort to 

ascertain the reasons therefor.!. and must request instructions. 
Bttt- Howe~~-~ the presenting i"l<lnk is under no obliqation 

with respect to qoods represented by the documents except to 
follo.,.. any r~asonable instruct. ions !:'edr.onably rf!cf!iVPd: it has 
A riqht to reimbursement for any expens~ incurred i.n followi.nq 

.instructions <'lnd to prepaymf:!nt. of or indemnity for !Ute~ t.hose 
exp~nses. 

Sec. 116. Section 554.4S04, subsection 1, Cod~ 1993, is 
amended to read as follows: 

1. A present inq bank whteh !...!:!.~.~-, followinq t:he dishonor ot 
a documentary draft, holS SP.dsonably r1~qllested instructions but 

does not receive them within a reasonah!P. tim~ ~ay star~. 

se-ll, or otherwise deal with the qood~ in J.ny reqsonablc 
manner. 

Sec. 117. Section "5~4.~:.;.oJ. "!HJbsection J, Code 199J. is 
amended to read as follows: 

), Definitions in other Articles applyinq to this Article 
and the sections in which t.hey appear are: 



• 
"Acc~pt" oc "Acceptance"'. 

"Contr.act for $ale". 

"Draft", 

''Holder in due course·•. 
"Midnight deadl i ne·•. 
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S~ction c;,lj4·t3H8 

~?.!.:._340_~. 

Section SS4.2106. 

Section 554.3104. 

Section SS4.3l0Z. 
Section 554.4104. 

"Security". 

Sec. 118. 

Section ~54.8102. 

section 554.9206, subsection 1, Code 1993, is 

amended to read as follo~s: 

1. Subject to .:tny statute or decision which establi!lhes a 

different rule ear buyers or lessees of consumer goods, an 

agreement by a buyer or lessee that the buyer cr lessee will 
not assert aqainst an assignee any claim or defense whlch the 

burer or lessee may have aqainst the seller or lessor is 

enforceable by an assiqnee '-'ho takes that as!!.iqh~e·s 

asslqnment for value, in qood faith and without notice of a 

<::lai.m or defense. except as to defenses ot a type ~oo•hich tna~· oe 

ass~rted a9ainst a holder in due course of a negotiable 
instrument under the P.rti.cle on eeii'Ja~tei-al-P.o~p~~ !!.!99.!.l<~bl_!_ 

Inst~~nt~ (Article 3}. A buyer vho as part of one 

transaction siqns both a neqotlable instruf"!P.nt and a spcurity 

aqreement makes such an aqreement. 

Sec. 119. NE~.~.£..::!'}0_!!. &68.16 1\PPLICAAU.I'l"i OF TNIS 

CHAPTER, 
Thi.s c/lc!ptP.r do~s n<>t apply t.o Art 1ClP. 1 or 4 of chapUH 

S'>4. 

Sec:. 120. D1P..F.C1'IO~ TO CODE: F.UITOR. 

Th~ Code editor, in cooperation with the le~islative 
Rervlce btJreau and in conformity WLth th~ p0IiriPs of thP 
leqislative council, ia directed to renumber sectlon$ in thi~ 

,\ct in conformclOCP Wlth t.he n•Jmber1n9 syst·E>m included 10 ~hP 

model Act .1s recorruncndl•d by th~ t\sr\ericon la~t insti~u~.l' ~u:d 

n.ittJonal ('(")nfprf:>I'IC"f! of •:ocr.mJ!'>!'>ion~c;:; on uniform st.atP 1,1'-IS, 

and to correct internal :~ferenc~s as neces5ary. 

S~c. 121. Rf:l'F.ALS. 
l. Sections SS4.Jl01 through SS4.J806, Cod~ 199), are 

repe-aled. 
2. S~ction SS4.4l09, Code 199), is r~pealed. 

• 
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Sec. 122. Ef'FECTIVE DATE::, This Act takes efft>ct July 1.. 

1995. 

LEONARD L. DOSWELl. 

President of th~ Senate 

HAROLO VAN MAANF.N 

Speak~r of the House 

I hereby certify that this bill originated in the Senat.P and 

is k.nown as S~nate Fit~ :?279, Sevent.y-flfth GPnerA1 Assernbly, 

App<o~:::"~ _ , 

JOHN f. DWYf.R 

secretary of the s~nate 

199-' 

'l'lo~RR'I' E. RRANSt"AD 

Gov~rnor 

(JI 
'TI 

~ ..... 
<D 


