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LEGISLATIVE BILL 161
Approved by the Governor April 10, 1991

Introduced by Landis, 46

AN ACT relating to the Uniform Commercial Code; to amend
sections 1-201, 1-207, 2-103, 2-511, 4-101 to
4-108, 4-201 to 4-214, 4-301 to 4-303, 4-401
to 4-403, 4-405 +to 4-407, 4-501 to 4-504,
5-103, 9-203, 9-206, 9-302, and 9-312, Uniform
Commercial Code; to change and adopt wuniform
provisions relating to negotiable instruments
and bank deposits and collections; to
eliminate provisions governing commercial
paper; to harmonize provisions; to provide
duties for the Revisor of Statutes; to provide
an operative date; and to repeal the original
sections, and also sections 3-101 to 3-105,
3-107 to 3-122, 3-201 to 3-208, 3-301 to
3-307, 3-401 to 3-419, 3-501 to 3-511, 3-601
to 3-606, 3-701, and 3-801 to 3-805, Uniform
Commercial Code, and section 3-106, Uniform
Commercial Code, as amended by section 1,
Legislative Bill 205, Ninety-second
Legislature, First Session, 1991.

Be it enacted by the people of the State of Nebraska,

Section 1o That section 1-201, Uniform
Commercial Code, be amended to read as follows:

U1-201. General definitions.

Subject to additional definitions contained in
the subsequent articles of ¢his aet the Uniform
Commercial Code which are applicable to specific
articles or parts thereof, and unless the context
otherwise requires, in this aet the code:

(1) "Action" in the sense of a judicial
proceeding includes recoupment, counterclaim, setoff,
suit in equity, and any other proceedings in which
rights are determined.

(2) "Aggrieved party" means a party entitled
to resort to a remedy.

(3) "Agreement" means the bargain of the
parties in fact as found in their language or by
implication from other circumstances including course of
dealing or usage of trade or course of performance as
provided in +¥his aet the code (sections 1-205 and
2-208). Whether an agreement has legal consequences is

-1- 353



LB 161 LB 161

determined by the provisions of this me€ the code, if
applicable; otherwise by the law of contracts (section
1-103). (Compare "Contract".)

(4) "Bank" means any person engaged in the
business of banking.

(5) "Bearer" means the person in possession of
an instrument, document of title, or certificated
security payable to bearer or indorsed in blank.

(6) "Bill of lading" means a document
evidencing the receipt of goods for shipment issued by a
person engaged in the business of transporting or
forwarding goods, and includes an airbill. "Airbill"
means a document serving for air transportation as a
bill of lading does for marine or rail transportation,
and includes an air consignment note or air way bill.

(7) "Branch" includes a separately
incorporated foreign branch of a bank.

(8) "Burden of establishing" a fact means the
burden of persuading the triers of fact that the
existence of the fact is more probable than its
nonexistence.

(9) "Buyer in ordinary course of business"
means a person who in good faith and without knowledge
that the sale to him or her is in violation of the
ownership rights or security interest of a third party
in the goods buys in ordinary course from a person in
the business of selling goods of that kind but does not
include a pawnbroker. All persons who sell minerals or
the like (including oil and gas) at wellhead or minehead
shall be deemed to be persons in the business of selling
goods of that kind. "Buying" may be for cash or by
exchange of other property or on secured or unsecured
credit and includes receiving goods or documents of
title under a preexisting contract for sale but does not
include a transfer in bulk or as security for or in
total or partial satisfaction of a money debt.

(10) "Conspicuous": A term or clause is
conspicuous when it is so written that a reasonable
person against whom it 1is to operate ought to have
noticed it. A printed heading in capitals (as,
NONNEGOTIABLE BILL OF LADING) is conspicuous. Language
in the body of a form 1is "conspicuous" if it is in
larger or other contrasting type or color. But in a
telegram any stated term is "conspicuous". Whether a
term or clause is "conspicuous™ or not is for decision
by the court.

(11) "Contract" means the total legal
obligation which results from the parties' agreement as
affected by ¢him aet the code and any other applicable
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rules of law. (Compare "Agreement".)

(12) "Creditor" includes a general creditor, a
secured creditor, a lien creditor, and any
representative of creditors, including an assignee for
the benefit of creditors, a trustee in bankruptcy, a
receiver in equity, and a personal representative or
administrator of an insolvent debtor's or assignor's
estate.

(13) "Defendant" includes a person in the
position of defendant in a cross-action or counterclaim.
(14) "Delivery" with respect to instruments,

documents of title, chattel paper, or certificated
securities means voluntary transfer of possession.

(15) "Document of title" includes bill of
lading, dock warrant, dock receipt, warehouse receipt,
or order for the delivery of goods, and also any other
document which in the regular course of business or
financing is treated as adequately evidencing that the
person in possession of it is entitled to receive, hold,
and dispose of the document and the goods it covers. To
be a document of title a document must purport to be
issued by or addressed to a bailee and purport to cover
goods in the bailee's possession which are either
identified or are fungible portions of an identified
mass.

(16) "Fault" means wrongful act, omission, or
breach.

(17) "Fungible" with respect to goods or
securities means goods or securities of which any unit
is, by nature or usage of trade, the equivalent of any
other like unit. Goods which are not fungible shall be
deemed fungible for the purposes of this aet the code to
the extent that under a particular agreement or document
unlike units are treated as equivalents.

(18) "Genuine" means free of forgery or
counterfeiting.

(19) "Good faith" means honesty in fact in the
conduct or transaction concerned.

(20) "Holder", means a persen whe is in
pessenssion eof a deecument of title or an inskrument or a
eertifiented invemtment peeurity drawvn; isgueds; or

imdermad e him or her or te his er her order or te
bearer oe» in biank with respect to a neqotiable
instrument, means the person in possession if the
instrument is pavable to bearer or, in the case of an
instrument pavable to an identified pirson if the
identified person is in possession. Holder" with
respect to a document of title means the person in
possession if the goods are deliverable to bearer or to
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the order of the Qer%on in possession
(21) h

onor is to pay or to accept and
pay, or where a credit so engages to purchase or
discount a draft complying with the terms of the credit.

(22) "Insolvency proceedings" includes any
assignment for the benefit of creditors or other
proceedings intended to liquidate or rehabilitate the
estate of the person involved.

(23) A person is "insolvent" who either has
ceased to pay his or her debts in the ordinary course of
business or cannot pay his or her debts as they become
due or is insolvent within the meaning of the federal
bankruptcy law.

(24) "Money" means a medium of exchange
authorized or adopted by a domestic or foreign
government mes a pare of ies eurremey and ingcludes a
monetary unit of account established by an

intergovernmental organization or by agreement between
two or more nations.

(25) A person has "notice" of a fact when:

(a) he or she has actual knowledge of it;

(b) he or she has received a notice or
notification of it; or

(c) from all the facts and circumstances known
to him or her at the time in question he or she has
reason to.know that it exists. A person "knows" or has
"knowledge" of a fact when he or she has actual
knowledge of it. "Discover" or "learn" or a word or
phrase of similar import refers to knowledge rather than
to reason to know. The time and circumstances under
which a notice or notification may cease to be effective
are not determined by this aet ﬁ g gﬁ

(26) A person "notifie gives" a notice
or notification to another by taklnq such ateps as may
be reasonably required to inform the other in ordinary
course whether or not such other actually comes to know
of it. A person "receives" a notice or notification
when:

(a) it 1is duly delivered at the place of
business through which the contract was made or at any
other place held out by him or her as the place for
receipt of such communications;

(b) in the event notice or notification cannot
be had pursuant to paragraph (a), it is published at
least once in a legal newspaper published in or of
general circulation in the county where the transaction
has its situs; or

(c) it comes to his or her attention.

(27) Notice, knowledge, or a notice or
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notification received by an organization is effective
for a particular transaction from the time when it is
brought to the attention of the individual conducting
that transaction, and in any event from the time when it
would have been brought to his or her attention if the
organization had exercised due diligence.

(28) "Organization" includes a corporation,
government or governmental subdivision or agency,
business trust, estate, trust, partnership, or

association, two or more persons having a joint or
common interest, or any other 1legal or commercial
entity.

(29) "Party", as distinct from "third party",
means a person who has engaged in a transaction or made
an agreement within this aet the code.

(30) "Person" includes an individual or an
organization (See section 1-102).

(31) "Presumption" or "presumed" means that
the trier of fact must find the existence of the fact
presumed unless and until evidence is introduced which
would support a finding of its nonexistence.

(32) "Purchase" includes taking by sale,
discount, negotiation, mortgage, pledge, lien, issue or
reissue, gift, or any other voluntary transaction

creating an interest in property.

(33) "Purchaser" means a person who takes by
purchase.

(34) "Remedy" means any remedial right to
which an aggrieved party is entitled with or without
resort to a tribunal.

(35) "Representative" includes an agent, an
officer of a corporation or association, and a trustee,
personal representative, or administrator of an estate,
or any other person empowered to act for another.

(36) "Rights" includes remedies.

(37) "Security interest" means an interest in
personal property or fixtures which secures payment or
performance of an obligation. The retention or
reservation of title by a seller of goods
notwithstanding shipment or delivery to the buyer
(section 2-401) is limited in effect to a reservation of

a "security interest". The term also includes any
interest of a buyer of accounts or chattel paper which
is subject to article 9. The special property interest

of a buyer of goods on identification of such goods to a
contract for sale under section 2-401 is not a "security

interest", but a buyer may also acquire a '"security
interest" by complying with article 9. Unless a lease
or consignment is intended as security, reservation of
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title thereunder is not a "security interest" but a
consignment is in any event subject to the provisions on
consignment sales (section 2-326). Whether a lease is

intended as security is to be determined by the facts of
each case; however, (a) the inclusion of an option to
purchase does not of itself make the lease one intended
for security, and (b) an agreement that upon compliance
with the terms of the lease the lessee shall become or
has the option to become the owner of the property for

no additional consideration or for a nominal
consideration does make the lease one intended for
security. "Security interest" does not include a

consumer rental purchase agreement as defined in the
Consumer Rental Purchase Agreement Act.

(38) "Send" in connection with any writing or
notice means to deposit in the mail or deliver for
transmission by any other usual means of communication
with postage or cost of transmission provided for and
properly addressed and in the case of an instrument to
an address specified thereon or otherwise agreed, or if
there be none to any address reasonable under the
circumstances. The receipt of any writing or notice
within the time at which it would have arrived if
properly sent has the effect of a proper sending.

(39) "Signed" includes any symbol executed or
adopted by a party with present intention to
authenticate a writing.

(40) "Surety" includes guarantor.

(41) "Telegram" includes a message transmitted
by radio, teletype, cable, any mechanical method of
transmission, or the like.

(42) "Term" means that portion of an agreement
which relates to a particular matter.

(43) "Unauthorized” signature er indersement
means one made without actual, implied, or apparent
authority and includes a forgery.

(44) "vValue". Except as otherwise provided

with respect to negotiable instruments and bank
collections (sections 3-303, 4-268; amd 4-269 4-210, and
4-211) a person gives "value" for rights if he or she
acquires them:

(a) in return for a binding commitment to
extend credit or for the extension of immediately
available credit whether or not drawn upon and whether
or not a charge-back 1is provided for in the event of
difficulties in collection;

(b) as security for or in total or partial
satisfaction of a preexisting claim;

(c) by accepting delivery pursuant to a
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preexisting contract for purchase; or

(d) generally, in return for any consideration
sufficient to support a simple contract.

(45) "Warehouse receipt" means a receipt
issued by a person engaged in the business of storing
goods for hire.

(46) "Written" or "writing" includes printing,
typewriting, or any other intentional reduction to
tangible form.

SE/CHE ) IS That section 1-207, Uniform
Commercial Code, be amended to read as follows:
Ul-207. Performance or acceptance under reservation of

rights.

(1) A party who, with explicit reservation of
rights, performs or promises performance or assents to
performance in a manner demanded or offered by the other
party does not thereby prejudice the rights reserved.
Such words as "without prejudice", "under protest" or
the like are sufficient.

(2) Subsection (1) does not apply to an accord

and satisfaction.
SEERE Ly That section 2-103, Uniform

Commercial Code, be amended to read as follows:
U2-103. Definitions and index of definitions.

(1) In this article wunless the context
otherwise requires
(a) "Buyer" means a person who buys or

contracts to buy goods.

{b) "Good faith" in the case of a merchant
means honesty in fact and the observance of reasonable
commercial standards of fair dealing in the trade.

(c) "Receipt" of goods means taking physical
possession of them.

(d) "Seller" means a person who sells or
contracts to sell goods.

(2) Other definitions applying to this article
or to specified parts thereof, and the sections in which
they appear are:

"Acceptance". Section 2-606.
"Banker's credit". Section 2-325.
"Between merchants". Section 2-104.
"Cancellation". Section 2-106(4).
"Commercial unit". Section 2-105.
"Confirmed credit". Section 2-325.
"Conforming to contract". Section 2-106.
"Contract for sale". Section 2-106.
"Cover". Section 2-712.
"Entrusting". Section 2-403.
"Financing agency". Section 2-104.

7 359



LB 161 LB 161

"Future goods". Section 2-105.
"Goods". Section 2-105.
"Identification". Section 2-501.
"Installment contract”. Section 2-612.
"Letter of Credit". Section 2-325.
"Lot". Section 2-105.
"Merchant". Section 2-104.
"Overseas" . Section 2-323.
"Person in position of seller". Section 2-707.
"Present sale". Section 2-106.
"Sale". Section 2-106.
"Sale on approval". Section 2-326.
"Sale or return". Section 2-326.
"Termination". Section 2-106.

{3) The following definitions in other
articles apply to this article:

"Check". Section 3-104.
"Consignee". Section 7-102.
"Consignor". Section 7-102.
"Consumer goods". Section 9-109.
IPishener!- Beetion 3-507:
"Dishonor". Section 3-502.
"Draft". Section 3-104.
(4) In addition article 1 contains general
definitions and principles of construction and
interpretation applicable throughout this article.
Sec. 4. That section 2-511, Uniform

Commercial Code, be amended to read as follows:
U2-511. Tender of payment by buyer; payment by check.

(1) Unless otherwise agreed tender of payment
is a condition to the seller's duty to tender and
complete any delivery.

(2) Tender of payment is sufficient when made
by any means or in any manner current in the ordinary
course of business unless the seller demands payment in
legal tender and gives any extension of time reasonably
necessary to procure it.

(3) Subject to the provisions of whis aet the
Uniform Commercial Code on the effect of an instrument
on an obligation, ¢(Seetien 3-802); payment by check is
conditional and is defeated as between the parties by
dishonor of the check on due presentment.

Sec. 5. That the Uniform Commercial Code be
amended by addition of the following new section:
U3-101. Short title.

Thig article may be cited as Uniform

Commercial Code -- Negotiable Instruments.
Sec. 6. That the Uniform Commercial Code be

amended by addition of the following new section:
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U3-102. Subject matter.

(a) This article applies to negotiable
instruments. It does not apply to monev, to payment
orders governed by article 4A, or to securities governed
by article 8.

(b) If there is conflict between this article
and article 4 or 9. articles 4 and 9 govern.

{c) Regulations of the Board of Governors of
the Federal Reserve System and operating circulars of

al rve Banks super € any_inconsistent
provision of this article to the extent of the
inconsistency.

Sec. 7. That the Uniform Commercial Code be
amended by addition of the following new section:
U3=-103. Definitions.

(a) In this article

(1)_"Acceptor" means a drawee who h accepted
a draft.
(2) "Drawee" means a person ordered in a draft

to make payment
{3) Drawer" means a person who sidns or is

identified in draf person ordering payment.

(4) "Good faith" means honesty in fact and the
observance of reasonable commercial standards of fair
dealing.

(5) "Maker" means a person who signs or is

identified in a note as a person undertakinag to pay.

{6) "Order" means a written instruction to pay
money signed by the person giving the instruction. The
instruction may be addressed to any person., including
the person giving the instruction, 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.

(7)_"ordinary care" in the case of a person
engaged in business means observance of reasonable
commercial standards, prevailing in the area in which
the person is located, with respect to the business in
whlch the person is engaged. In the case of a bank that

takes an instrument for processing for collection or
pavment by automated means, reasonable commercial
standards do not require the bank to examine the
instrument if the failure to examine does not violate

the bank's prescribed procedures and the bank's
procedures do not vary unreasonably from general banking
usage not disapprove g by this article or article 4.
(8) "Party" means a_ party to an instrument.
(9)  "Promise" means a written undertaking to
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pay_money_signed by the person undertaking to pay. An
acknowledgment of an obligation by the obligor is not a
promise unless the obligor also undertakes to pay the
obligation.

(10) "Prove" with respect to a fact means to
meet the burden of establishing the fact (section

1-201(8)).

(11) "Remitter" means a person who purchases
an_instrument from its issuer if the instrument is
payable to an identified person other than the

purchaser.
(b) Other definitions applving to this article
and th i in whi ey_appear are:

n i R -
WAQEEQIEBSE ™y _Sgg;;gn_}:ﬁﬂﬁf
y on 3-419.

'Acggmmgéat*gn_ggrty . Secti

"Alteration". Section 3-407.
"Anomalous indg:ag*an;". Section 3-205.
4Blank ipdorsemept”. Section 3-205.
"Cashier's check". Section 3-104.
"Certifi it" i - :
YCertified check". Section 3-409.
ICheck". Section 3-104.
"ggnsiigragign", Section 3-303.
"Draft Section 3-104.
"Holder in due course". Section 3-302,
"Incomplete instrument". Section 3-115.
"Indorsement”. Section 3-204.
"Inggrﬁgr . Section 3-204.
"Igsue", Section 3-105.
"Igsuer". Section 3-105.
"Neaotia j ction 3-104.

"Neaotiation". Section 3-201.
"Note". Section 3-104.
"Pavable at a definite time". Section 3-108.
"Pavable on demand". Section 3-108.

"Payable to bgargi", Section 3-109.
Pavable to order”. Section 3-109.
b . Section 3-602.

Person gn;i*led to gnforce". Section 3-301.
“Eggﬂgn;mgnt Section 3-501.
Reacauisition". Section 3-207.
e Section 3-205.

ial in
"Teller's check". Section 3-104.
"Transfer of instrument". Section 3-203.
"Traveler's check". Section 3-104,
"Value". Section 3-303.

(c) The following definitions in other

articles apply to this article:
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"Bank". Section 4-105.
"Banking_day". Section 4-104.
"Clearinghouse” . Section 4-104.
~Collecting ti -
"Depgsitarv_bank". Section 4-105.
"Documentary draft". Section 4-104.
"Intgﬁmggiaryj_gnk"‘ Section 4-105.
"Item". Section 4-104.
"Payor bank". Section 4-105.
Suspends payments". Section 4-104.
(d) In addition, article 1 contains general
definitions and principles of construction and
interpretation applicable throuahout this article.
SeChEE That the Uniform Commercial Code be

amended by addition of the following new section:
U3-104. Negotiable instrument.

{a) Except as prov g,%ed in subsections (c) and

(d). "negotiable instrument means an __unc ndlt:l.ona
promise or order to pay a fixed amount of monevy, with or
without interest or other charges described in the
promise or order, if it:

(1) __is pavable to bearer or to order at the
i Hie e i first q ’ £

; (2) is wpavable on demand or at a definite
{3) does not state any other undertaking or

the promis r r may contain (i) an undertaking or
power to give, maintain, or protect collateral to secure
payment, (ii) an authorization or power to the holder to
confess judgment or realize on or dispose of collateral,
or (iii) a waiver of the benefit of any law intended for
the advantage or protection of an obligor.

(b) "Instrument” means a negotiable
instrument.

(<) An order that meets all of the
requirements of subsection (a). except garagﬁggh_(l)h,_
and otherwise falls within the definition of "check" in
subsection (f) is a neqotiable instrument and a check.

(d) A promise or order other tham a check is
not an instrument if, at ghg time it is issued or first
comes into possession of holder, it contains a
conspicuous statement, Qgevgr expressed, to the effect
that the promise or order is not negotiable or is not an
instrument governed by this article.

(e) An ingtrument is a "note" if it is a
promise and is a "draft" if it is an order. If an
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instrument falls within the definition of both "note"
and "draft", a person entitled to enforce the instrument
may_treat it as either.

(f) "Check™ means (i) a draft, other than a
documentary draft, pavable on demand and drawn on a bank
or (ii) a cashier's check or teller's check. An
instrument may be a check even though it is described on
its face by another term, such as "money order"

(g)__"Cashier's check" means a draft with
respect to which the drawer and drawee are the same bank
or branches of the sawe bank.

(h)_"Teller's check" means a draft drawn by a
bank (i) on another bank, or (ii) payable at or through
a bank.

(i) "Traveler's check" means an instrument
that (i) is pavable on demand, (ii) is drawn on or
payable at or through a bank, (iii) is designated by the
term "traveler's check" or by a substantially similar
term, and (iv) requires, as a condition to payment, a
smqnamny person whose specimen signature
appears on the instrument

1) Qgrtlflcatg of deposit" means an
instrument containing an aqknpw_gggmgnt by a bank ;ba; a
sum of monev has been received by the bank and a promise
by the bank to repay the sum of monevy. A certificate of
deposit is a note of the bank.

Sec. 9. That the Uniform Commercial Code be
amended by addition of the following new section:

U3-105. Issue aﬁ nﬁﬁ ument .
instrument b

{a) “Issue” means the first delivery of an
YMMm_hsther to a holder
:g; the pu;pg e of giving rights on the

(Ln_Ag_ggzﬂﬂuad__lnatzumsnxu__Qx__an__un;ggﬂgg
incomplete instrument that is completed. is bindina on
the maker or drawer, but nonissuance is a defense.  An
instrument that is conditionally_issu or is issu £
a special purpose is binding on the maker or drawer, but
fajlure of the condition or special purpose to be
fulfilled is a dgfgngﬁ.

{c) "Igsuer" applies to issued and unissued
instruments and means a maker or drawer of an
instrument.

Sec. 10. That the Uniform Commercial Code be
amended by addition of the following new section:
U3-106. Unconditional promise or order.

(a) Except as provided in this section, for
the purposes of section 3-104(a), a promise or order is
unconditional unless it states (i) an express condition
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to payment. (ii) that the promise or order is subiject to
or governed by another writing, or (iii) that rights or
obligations with respect to the promise or order are
stated in another writing. A reference to another
writing does not of itself make the promise or order
conditional.

{b) A promise or order is not made conditional
(i) by a reference to another writing for a statement of
rights with respect to collateral, prepayment, or

acceleration, or (ii) because payment is limited to
resort to a particular fund or source.

r
{c) If a promise or order requires, as a
condition to pavment. a countersigpnature by a person
whose specimen signature appears on the promise or
order, the condition does not make the promise or order
conditional for the purposes of section 3-104(a). If
the person whose specimen signature appears on an
ingtrument fails to countersign the ingtrument., the
failure to countersign is a defense to thg_~gléga;1gn_gﬁ
the issuer, but the failure does not
transferee of tha_msaum__tm_lmcmmq_a_hgm_.ﬁ
the instrument.

(d) If a promise or order at the time it is
issued or first comes into possession of a holder
contains a statement, required by applicable sta;g ory
or administrative law, to the effect that the rights of
a _holder or transferee are subject to claims o fens
that the issuer could assert against the original pavee.
the promise or order is not thereby made conditional for
the purposes of section 3-104(a); but if the promise or
order is an instrument, there cannot be a holder in due
course of the instrument.

Sec. 11. That the Uniform Commercial Code be
amended by addition of the following new section:

U3-107. Instrument payable in foreign money.
Unless the instrument otherwise provides, an
instrument that states the amount pavable in foreign

money_ may be paid in the foreign money or in an
equivalent amount in dollars calculated by using the
current bank-offered spot rate at the place of pavment
for the purchase of dollars on the day on which the
instrument is paid.

Sec. 12. That the Uniform Commercial Code be
amended by addition of the following new section:
U3-108. Pavyable on demand or at definite time.

(a) A promise or order is "payable on demand"
if it (i) states that it is pavable on demand or at
sight, or otherwise indicates that it is pavable at the
will of the holder, or {iji) does not state any time of
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(b) A promise or order is "pavable at a
definite time" if it 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 times readily
agscertainable at the time the promise or order is
issued, 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.

{c) If an instrument, pavable at a fixed date,
is also pavable upon demand made before the fixed date.
the instrument is payable on demand until the fixed date
and, if demand for pavyment is not made before that date.
becomes pavable at a definite time on the fixed date.

Sec. 13. That the Uniform Commercial Code be
amended by addition of the following new section:

U3-109. Pay le ob r to order.

(a) promlse or order is pavable to bearer if

it:
(1) states that it is pavable to bearer or to
the order of bearer or otherwise indicates that the

promise or order is entitled
to pavment:

(2) does not state a pavee: or
{3) states that it is pavable to or to the

C
payvyable to an identifiggﬁnerson.

(b) A promise or order that is not pavable to
bearer is pavable to order if it is pavable (i) to the
order of an identified person or (ii) to an identified
person or order. A promise or order that is pavable to
order is pavable to the identified person.

{c) An instrument pavable to bearer may become
pavable to an identified person if it is specially
indorsed pursuant to section 3-205(a). An_instrument
payable to an identified person may_ become pavable to

arer if it Jis indorsed in blank pursuant to section
3-205(b) .

Sec. 14. That the Uniform Commercial Code be
amended by addition of the following new section:
U3-110. Identification of person to whom instrument is
payable.

(a) The person to whom an instrument is
initially pavable is determined by the intent of the
person, whether or not authorized., signinag as, or in the
name or behalf of, the issuer of the instrument. The
instrument is pavable to the person intended by the
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signer even if that person is identified in the
instrument by a name or other identification that is not
that of the intended person. If more than one person
signs in the name or behalf of the issuer of an
instrument and all the signers do not intend the same
person as pavee, the instrument is payable to any person
intended by one or more of the signers.

(b) If the signature of the issuer of an
instrument is made by automated means, such as a
check-writing machine, the payee of the instrument is
determined by the intent of the person who supplied the
name or identification of the payee, whether or not
_u_t.hgriz.sd_tsz_si.a..ﬁn_

a

A person to whom an instrument is payable

m.ay_hL;d.anuiLesi in any way, including by name,
identifving number, office, or account number. For the
purpose of determining the holder of an instrument, the
following rules apply:

(1) If an instrument is payable to an account
and the account is identified only by number, the
instrument is pavable to the person to whom the account
is pavable. If an instrument is payable to an account
identified by number and by the name of a person, the
instrument is payable to the named person, whether or
not that person is the owner of the account identified
by number.

{2) If an instrument is payable to:

(i) _a trust, an estate, or a person described
as trustee or representative of a trust or estate, the
instrument is payable to the trustee, the
representative, or a successor of either, whether or not
the beneficiary or estate is also named:

(ii) a person described as agent or similar
representative of a named or identified person., the
instrument is payable to the represented person, the
representative, or a successor of the representative:

(iii) a fund or organization that is mnot a
legal entity, the instrument is payable to a
representative of the members of the fund or
organization; or

(iv) an office or to a person described as
holding an office, the instrument is payable to the
named person, the incumbent of the office, or a
successor to the incumbent.

(d) If an instrument is pavable to two or more
persons alternatively, it is pavable to any of them and
may_be negotiated, discharged, or enforced by any or all
of them in possession of the instrument. If an

instrument is payable to two or more persons not
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alternatively, it is payable to all of them and may be
negotiated, discharged, or enforced only by all of them.
If an instrument pavable to two or more persons is
ambi A it is pavable to the persons
alternatively, the instrument is pavable to the persons
alternatively.

Sec. 15. That the Uniform Commercial Code be
amended by addition of the following new section:
U3-111. Place of payment.

Except as otherwise provided for ijtems in

article 4, an instrument is pavable at the place of
payment stated in the instrument. If no place of
payment ig stated, an instrument is payable at the
address of the drawee or maker stated in the instrument.
If no address is stated. the place of pavment is the
place of business of the drawee or maker. If a drawee
or _maker has mgre_;han_pne_place of business. thg_place
of payment is any p the drawee
maker chosen by the persol entitled to enforce the
instrument. If the drawee Qr maker has no place
business., the place of payment is the residence of the
drawee or maker.

Sec. 16. That the Uniform Commercial Code be
amended by addition of the following new section:

=-112. Interest.

{a) Unless otherwise provided in the
instrumeng, (i) an instrument is not payable with
interest, and (ii) interest on an interest-bearinag
instrument is payvable from the date of the instrument.

(b) Interest may be stated in an instrument as
a fixed or variable amount of money or it may be
exp as a fixed or variable rate or rates. Th
amount or rate of interest may be stated or described in
the instrument in any mann v reguire reference

information not ¢ in i i ment. If an

instrument provides for interest. but the amount
interest payable cannot be ascertained from the
description, interest is payable at the judament rate in
effect at the place of payment of the instrument and at
the time interest first accrues.

Sec. 17. That the Uniform Commercial Code be
amended by addition of the following new section:
U3-113. Date of instrument.

(a) An instrument may be antedated or
postdated. The date stated determines the time of
payment if the instrument is payable at a fixed Derlod
after date. Excent as provided in section 4-401(c). an
instrument pavable on demand is not pavable before the

date of the instrument.
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(b) If an instrument is undated, its date is
the date of its issue or, in the case of an unissued
instrument, the date it first comes into possession of a
holder .

Sec. 18. That the Uniform Commercial Code be
amended by addition of the following new section:
U3-114. Contradictory terms of instrument.

If an instrument contains contradictory terms,
tvpewritten terms prevail over printed terms,
handwritten terms prevail over both, and words prevail
over numbers. "

Sec. 19. That the Uniform Commercial Code be
amended by addition of the following new section:

U3-115. Incomplete instrument.

(a) "Incomplete instrument" means signed
writing, whether or not issued by the slqngg hs
contents of which show at the time of sianing ;hg; it is

incomplete but that the signer intended to be
completed by the addition of words or numbers.

{b) Subiect to subsection {c), if an
incomplete ingstrument is an instrument under gggigg
3-104. it may be enforced according to its terms if it
is not completed, or according to its terms as augmented
by completion. If an incomplete instrument is not an
instrument under section 3-104, but, after completion,
the regquirements of section 3-104 are met, the
instrument may be enforced according to its terms as
augmented by completion.

(c) If words or numbers are added tgo an
incomplete instrument without authority of the signer,
there is an alteration of the incomplete instrument
under section 3-407.

{d) The burden of establi gglng that words or
numbers were adggg,_;Ljn_;nggmglgtg instrument without
authority of the signer is on the person asserting the

lack of authority.
Sec. 20. That the Uniform Commercial Code be
amended by addition of the following new section:

U3-116. Joint and several liability; contribution.

{a) Except as otherwise provided in the
instrument. two or more persons who ave th same
liability on an instrument as makers, drawers,
acceptors. indorsers who indorse as joint pavees, or or

anomalous indorsers are jointly and severally liable in
the capacity in which they sign.
(b) Except as provided in section 3-419(e) or

by aareement of the affected parties, a party hax hav1nq

Jjoint and several liabilitvy who pays the 1nstrument
entitled to receive from any party having the same ]01nt
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and several liability contribution in accordance with
applicable law.

(c) Discharge of one party having joint and
everal liability by a person entitled to enforce the
instrument does not affect the right under subsection
(b) of a party having the same joint and several
liability to receive contribution from the party
discharged.

Sec. 21. That the Uniform Commercial Code be
amended by addition of the following new section:

U3-117. Other agreements affecting instrument.

Subject to applicable law_Iggagggng_gxg;yglgn
of proof of contemporaneous or previous agreements, the
obligation of a party to an instrument to pay_ the
instrument may be modified, supplemented, or nullified
by a separate agreement of the obligor and a person
entitled to enforce the instrument, if the instrument is
igsued or the obligation is incurred in reliance on the

agreement or as part of the same transaction giving rise
reement. To the

to the ag 2 T extent an gbligation is
modified, supplemented, or nullified by an agreement
under this section, the is fense to the
obligation.

Sec. 22. That the Uniform Commercial Code be
amended by addition of the following new section:
U3-118. Statute of limitations.

(a) Except as provided in subsection (e). an
action to enforce the obligation of a partvy to pav a
note pavable at a definite time must be commenced within
g8ix vears after the due date or dates stated in the note
or, if a due date is accelerated, within six vears after
the accelerated due date.

(b) Except as provided in subsection (d) or
(e), if demand for payment is made to the maker of a
note pavable on demand, an action to enforce the
obligation of a party to pay the note must be commenced
within six vyears after the demand. If no demand for
payment is made to the maker, an action to enforce the

note is barred if neither principal nor interest on the
note has been paid for a continuous period of ten vyears.

(c) Except as provided in subsection (d), an
action to enforce the obliqation of a party to an
unaccepted draft to pay the draft must be commenced
within three vears after dishonor of the draft or ten

years after the date of the draft, whichever period

expires first.
(d) An action to enforce the obligation of the
acceptor of a certified check or the issuer of a

teller's check, cashier's check, or traveler's check
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must e commenced within t
payment is made to the acceptor or issuer, as the case
may_be.

{e) An action to enforce the obligation of a
party to a certificate of deposit to pay the instrument
must be commenced within six vyears after demand for
payment is made to the maker, but if the instrument
states a due date and the maker is not required to pay
before that date, the six-year period beagins when a
demand for payment is in effect and the due date has

passed.

{f) An action to enforce the obligation of a
party to pav an accepted draft, other than a certified
check, must be commenced (i) within six vears after the
due date or dates stated in the draft or acceptance if
the obligation of the acceptor is payable at a definite
time, or (ii) within six vears after the date of the
acceptance if the obligation of the acceptor is payable
on demand.

(q) Unless governed by other law regarding
claims for indemnity or contribution, an action (i) for

gonversion of an instrument, for money had and received,
or like action based on conversion, (ii) for breach of

warranty, or (iii) to enforce an obligation, duty, or
right arising under this article and not governed by
this section must be commenced within three vears after
the cause of action accrues.

Sec. 23. That the Uniform Commercial Code be
amended by addition of the following new section:
U3-119. Notice of right to defend action.

In an action for breach of an obligation for
which a third person is answerable over pursuant to this
article or article 4, the defendant may give the third
person written notice of the litigation, and the person

notified may then give similar notice to anvy other
person who is answerable over. If the notice states (i)

that the person notified mav come in and defend and (ii)
that failure to do so will bind the person notified in

an_action later brought by the person giving the notice
as to any determination of fact common to the two
litigations, the person notified is so bound ' unless
after seasonable receipt of the notice the person
notified does come in and defend.

Sec. 24. That the Uniform Commercial Code be
amended by addition of the following new section:
U3-201. Negotiation.

(a) "Negotiation" means a transfer of
possession, whether voluntary or involuntary, of an
instrument by a person other than the issuer to a person

=il E)= 371



LB 161 LB 161

who thereby becomes its holder.
(b) Except for negotiation by a remitter, if

an 1nstrgmgn; is pavable to an identified person,
negotiation requires tramnsfer of possession of the
instrument and its indorsement by the holder. If an
instrument is pavable to bearer., it mayv be negotiated by

transfer of possession alone.
Sec. 25. That the Uniform Commercial Code be

amended by addition of the following new section:
U3-202. Negotiation subject to rescission.

(a)_Negotiation ig effective even if obtained
(i) from an infant. a corporation exceeding its powers,
or a person without capacity, (ii) by _fraud., duress, or
mistake, or (iii) in breach of duty or as part of an
illeqal transaction

(b) To the extent permitted by other law,
negotiation may be rescinded or may be subject to other
remedies, but those remedies may not be asserted against
a subsequent holder in due course or a person paving the
instrument in good faith and without knowledae of facts
that are a basis for rescission or other remedy.

Sec. 26. That the Uniform Commercial Code be
amended by addition of the following new section:

U3-203. Transfer of instrument: rights acquired by

transfer.

(a) An instrument is transferred when it is
delivered by a person other than its issuer for the
purpose of giving to the person receiving delivery the
right to enforce the instrument.

(b) Transfer of an instrument, whether or not
the transfer is a negotiation, vests in the transferee
any right of the transferor to enforce the instrument,
includinag any right as a holder in due course, but the
transferee cannot acquire rights of a bholder in due
course by a transfer, directly or indirectly, from a

holder in due course if the transferee engaged in fraud
or illegality affecting the instrument.

{c) Unless otherwise aqreed, if an instrument
is transferred for value and the transferee does not
become a holder because of lack of indorsement by the
transferor. the transferee has a specifically
enforceable right to the ungualified indorsement of the
transferor, but negotiation of the instrument does not
occur until the indorsement is made.

(d)__If a transferor purports to transfer less
than the entire instrument, negotiation of the

instr n occur. transferee obtains no
rights under this article and has only the rights of a
partial assignee.
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Sec. 27. That the Uniform Commercial Code be
amended by addition of the following new section:
U3-204. Indorsement.

(a) "Indorsement" means a signature, other
than that of a signer as maker, drawer, or acceptor,
that alone or accompanied by other words is made on an
instrument for the purpose of (i) negotiating the
instrument, (ii) restricting payment of the instrument,
or {(3iii) incurring indorser's liability on the
instrument, but regardiess of the intent of the sianer.
a signature and its accompanving words is an indorsement
unless the accompanyving words. terms of the instrument,
place af the signature, or other circumstances
unambiguously indicate that the signature was made for a

purpose other than indorsement. For the purpose of
determining whether a sig is made n__an
instrument, a paper affixed to the instrument is a part
of the instrument.

{b) "Indorser" means a person who makes an
indorsement.

(c) For the purpose of determining whether the
transferee of an instrument is a holder, an indorsement
that transfers a security interest in the instrument is
effective as an unqualified indorsement of the
instrument.

(d) If an instrument is payable to a holder
under a name that is not the name of the holder,
indorsement may be made by the holder in the name stated
in the instrument or in the holder's name or both, but
signature in both names may be required by a person
paying or taking the instrument for value or collection.

Sec. 28. That the Uniform Commercial Code be
amended by addition of the following new section:
U3-205. Special indorsement; blank indorsement:
anomalous indorsement.

(a) If an indorsement is made by the holder of
an__instrument, whether pavable to an identified person

or payable to bearer, and the indorsement identifies a
person to whom it makes the instrument pavable, it is a
"special indorsement". When specially indorsed, an

instrument becomes payable to the identified person and
may be negotiated only by the indorsement of that
person. The principles stated in section 3-110 apply to

special indorsements.

(b) If an indorsement is made by the holder of
an instrument and it is not a speci i il i
a "blank indorsement". When indorsed in blank, an

instrument becomes payable to bearer and may be
neqotiated by transfer of possession alone until
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specially indorsed.

{c) The holder may convert a blank indorsement
ae consists only of a signature into a special
Qggrsgmgnt by writing, above the signature of the
indorser. words identifying the person to whom the
instrument is made payable.

d) "Anomalous indorsement" means an
indorsement made by a person who is not the holder of
instrument. An anomalous indorsement does not

affect the manner in which the instrument may be
negotiat

Sec. 29. That the Uniform Commercial Code be
amended by addition of the following new section:
U3-206. Restrictive indorsement.

{a) indorsement limiting pavment to
particular gerson or otherwise prohibiting u:tbg
transfer or negotiation of the instrument is not
effective to prevent further transfer or negotiation of
the instrument.

{b) An indorsement stating a condition to the
right of the indorsee to receive pavment does not affect
the right of the indorsee to enforce the instrument. A
person pavina the instrument or taking it for value or
collection may disregard the condition, and the rights

and liabilities of that person are not affected by
W ondition has n fulfilled.

{c) I1f an instrument bears an indorsement (i)
described in section 4-201(b), or (ii) in blank or to a
particular bank usina the words "for deposit", "for
collection". or other words indicating a purpose of
having the instrument collected by a bank for the
indorser or for a particular account, the following
rules apply:

(1) A person. other than a bank, who purchases
the instrument when so indorsed converts the instrument
unless the amount paid for the instrument is received by
the indorser or applied congistently with the
indorsement.

(2) A depositary bank that purchases the
instrument or takes it for collection when so indorsed
converts the instrument unless the amount paid by the
bank with respect to the instrument is received by the
indorser or applied consistently with the indorsement.

(3) A payor bank that is also the depggitﬂxx

bank or that takes the instrument for immediate paymen
over the counter from a person other than a _c_o.ll_e.c_t.ing
bank converts the instrument unless the proceeds of the
instrument are received by t or
consistently with the indorsement.
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(4)__Except as otherwise provided in paragraph
(3). a payvor bank or intermediary bank may disregard the
indorsement and is not liable if the proceeds of the
instrument are not received by the indorser or applied
consistently with the indprsgmgag‘

d) Exgeo; for an_ _indorsement covered by
subsectlon (c). if an instrument bears an indorsement

__words to the effect that payment is to be made to
;hs indorsee as agent, trustee, or other fiduciary for
the benefit of the indorser or another person. the
following rules apply:

(1) Unless there is notice of breach of
fiduciary duty as provided in gection 3-307, a person
who purchases the instrument from the indorsee or takes
the ingtrument from the indorsee for c¢ollection or
payment may pay the proceeds of payment or the value
given for the instrument to the indorsee without regard
to whether the indorsee violates a fiduciary duty to the
indorser.

(2) A subsequent transferee of the instrument
or person who wpays the instrument is neither given
notice nor otherwise affected by the restriction in the
indorsement unless the transferee or pavor knows that
the fiduciary dealt with the instrument or its proceeds
in breach of fiduciary duty.

(e) The presence on an instrument of an

indorsement to which th1§ sect;gn gpgl gg dggg ot
prevent a purchaser mlng a
holder in due course Qf the instrument unless the
purchaser is a converter under subsection (c) or has

notice or knowledae of breach of fiduciary duty as
stated in subsection (d).

(f) In an action to enforce the obligation of
a party to pay the instrument, the obligor has a defense
if pavment would violate an indorsement to which this
section applies and the payment is not permitted by this
section.

Sec. 30. That the Uniform Commercial Code be
amended by addition of the following new section:
U3-207. Reacqguisition.

Reacquisition of an instrument occurs if it is
transferred to a former holder, by negotiation or
otherwise. A former holder who reacquires the
instrument mav cancel indorsements made after the
reacqguirer first became a holder of the instrument. If
the cancellation causes the instrument to be payable to
the reacquirer or to bearer the reacquirer may
negotiate the instrument. An indorser whose indorsement

is canceled is discharged, and the discharge is
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effective against any subsequent holder.

Sec. 31. That the Uniform Commercial Code be
amended by add1t10n of the following new section:
-301. Perso enf instrument.

"Person entitled to enforce an __instrument

meana means (i) the holder of the inatrument, (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 enforce the instrument
pursuant to section 3-309 or 3-418(d). A person may be
a__person gn;j;lgﬂ to enforce the instrument even ;hgygh

the person is not the owner of the instrument or is

wronaful possession of the instrument.
Sec. 32. That the Uniform Commercial Code be

amended by addition of the following new section:
- l r in due cours
ubject to subsectlon (c) and section
3-106{(d). glder in due course" means the holder of an
instrument if:

(1) the instrument issue or negotiated
to the holder does not bear such apparent evidence of
forgery or alteration or is not otherwise so irreqular
or incomplete as to call into estion its authenticity:

and

(2) holder took the instrument (i) for
value, (ii) in g gg faith, (iii) without notice that the
instrument is overdue or has been dishonored or that

there is an uncured default with respect to payment of

another instrument issued as part of the same series,
({iv) without notice that the instrument contains an
unauthorlzed signature or has been altered., (v) without
notice of anvy claim to the instrument described in
section 3-306, and (vi) without notice that any party
has a defense or claim in recoupment described in
section 3-305(a).

(b) Notice of discharge of a party, other than
discharde in an insolvency proceeding, is not notice of
a defense under subsection (a), but discharge is
effective against a person who became a holder in due
course with notice of the dischargqe. Public filing or
recording of a document does not of itself constitute
notice of a defense, claim in recoupment, or claim to
the instrument.

{c) Except to the extent a transferor or
predecessor in interest has rights as a holder in due
course, a person does not acquire rights of a holder in
due course of an instrument taken (i) by legal process
Sk Jmy . purchga in __an execution, bankruptcy, or
creditor's sale or similar proceedin 1, {ii) by purchase
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as part of a bulk transaction not in ordinaryv course Qf
business of the transferor, or (jii) as the successor
interest to am estate or other organization.

(d) 1f, ngg; section 3-303(a)(1), the promise
of performance hat 3is the consideration for an
m&mm.enh_h.aa_hmw_t_L lly performed, the holder may
assert rights as a holder in due course of the
instrument only to tng_£zasx;gn_gf__xh:__amnnnt__gayahls
under the instrument equal to the value of the partial
rerformance divided by the value of the promised
performance.

(e) If (i) the person entitled to enforce an
instrument has only a security interest in the
ingtrument and (ii) the person obliged to pay the
instrument has a defense, claim in recoupment, or claim
to the instrument that mav be asserted against the
person who granted the security interest, the person
entitled to enforce the instrument may assert rights as
a holder in due course only to an amount payvable under
the instrument which, at the time of enforcement of the
instrument, does not exceed the amount of the unpaid
obligation secured.

(f) To be effective, notice must be received

at a time and in a manner that gives a reasonable

(a) This sect;Qn ig subject to any law

limiting status as a holder in due course in particular
classes of transactions.

Sec. 33. That the Uniform Commercial Code be
amended by addition of the following new section:

U3-303. Value and consideration.

(a)_An instrument is igsued or transferred for
(1) the instrument is issued or transferred

for a promise of performance, to the extent the promise
has been performed:

(2)  the transferee acquires securit
interest or other lien in the instrument chgx_;hgg_g
lien obtained by judicial proceeding:

(3)_the instrument is issued or transferred as
payment of, or as security for, an antecedent claim
against any person, whether or not the claim is due;

(4) the instrument is lﬁsued or transferred in
exchange for a negotiable instrument: or

(5)_the instrument is ;ﬁsugg g[ transferred in
exchange for the incurring of an irrevocable obligation
to a third party by the person taking the instrument.

(b) "Consideration" means any consideration

sufficient to support a simple contract. The drawer or
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maker of an instrument has a defense if the instrument
ig issued without consideration. If an instrument is
issued for a promise of performance, the issuer has a
defense to the extent performance of the Dromise is due
and the promise has not been performed. an
instrument is issued for value as stated in subsectlon
(a). the instrument is also issued for consideration.

Sec. 34. That the Uniform Commercial Code be
amended by addition of the following new section:
U3-304. Overdue instrument.

(a)_An instrument payable on demand becomes
overdue at the earliest of the following times:

(1) on the day after the day demand for
pavment is duly_made;

(2) if the instrument is a check, ninety days
after its date: or

{3) if the instrument is not a check, when the

t has n outstanding for a period of time
ggg ts dagg which is unreaaonably long under the
ms the particular case light of the

gg e of bg instrument and usage of the trade.

(b) With respect to an instrument payable at a
definite time the following rules apply:

(1) If the principal is pavable in
installments and a due date has not been accelerated,
the instrument becomes overdue upon default under the
instrument for nonpavment of an installment, and the
instrument remains overdue until the default is cured.

(2) If the principal is not Qayghlg_ﬁig
installments and the due da
the instrument becomes overdue on the dav after the dug

date
(3) If a due date with respect to the
principal has been accelerated, the instrument becomes

overdue on the day after the accelerated due date.
(c) Unless the due date of the principal has
n_a rated, an instrument does not become overdue
if there is default in payment of interest but no
default in payment of the principal.

Sec. 35. That the Uniform Commercial Code be
amended by addition of the following new section:
U3-305. Defenses and claims in recoupment.

(a) Except as stated in subsection (b). the
right to enforce the obligation of a party to pay an
instrument is subject to the following:

(1) a defense of the obligor based on (i)
infancy of the obligor to the extent it is a defense to
a simple contract, (ii1) duress. lack of legal capacityv,
or illegalitv of the transaction which, under other law,

378 -26-



LB 161 LB 161

nullifies the obligation of the obligor, (iii) fraud
that induced the obligor to sign the instrument with
neither knowledge nor reasonable opportunity to learn of
its character or its essential terms, or (iv) discharge
of the obligor in insolvency proceedings;

{2) a defense of the obliqgor stated in another
section of this article or a defense of the obligor that
dguhinLjya;lagle if the person entitled to enforce the

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

(3) a claim in recoupment of the obligor
against the original pavee of the instrument if the
claim arose from the transaction that gave rise to the
instrument; but the claim of the obligor may be asserted
against a transferee of the instrument only to reduce
the amount owing on the instrument at the time the
action is brought.

(b)) The right of a holder in due course to

enforce the obligation of a partv to nax_;hg__inﬁxxymgnk
' . lef e it e

is _ subj st
subsection (a){1) wﬁmw
obligor stated in subsection (a)(2) or claims in
recoupment stated in subsection (a)(3) against a person
other than the holder.

(c) Except as stated in subsection (d), in an
action to enforce the obligation of a party to pay the
instrument, the obligor may not assert against the
person entitled to enforce the instrument a defense,
claim in recoupment, or claim to the instrument (section
3-306)_of another person, but the other person's claim
to the instrument may be asserted by the obligor if the
other person is joined in the action and personally
asserts the claim against the person entitled to enforce

the instrument. An obligor is not obliged to pay the
instrument if the person seeking enforcement of the
instrument does not have rights of a holder in due

course and the oblig v hat the instrument is

(d) In an actiom to enforce the obligation of
an__accommodation party to pay an instrument, the
accommodation party may assert against the person
entitled to enforce the instrument anvy defense or claim
in recoupment under subsection (a) that the accommodated
party could assert against the person entitled to
enforce the instrument., except the defenses of discharge
in inseolvency proceedings, infancy, and lack of legal
capacity.

Sec. 36. That the Uniform Commercial Code be
amended by addition of the following new section:
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Sec. 37. That the Uniform Commercial Code be
amended by addition of the following new section:
U3-307. Notice of breach of fiduciary duty.

{a) In this section:

(1) "Fiduciary" means an aqent, trustee,
partner, corporate officer or director, or other
representative owing a fiduciaryv duty with respect to an
instrument.

(2)_"Represented person" means the principal.
beneficiary. partnershin. cornoration. or other person
to whom the dutv stated in paragraph (1) is owed.

(b) If (i) an instrument is taken from a
fiduciary for payment or collection or for value, (ii)
the taker has knowledge of the fiduciary status of the
fiduciary, and (iii) the represented person makes a
claim to the instrument or its proceeds on the basis
that the transaction of the fiduciary is a breach of
fiduciary duty, the following rules apply:

(1) Notice of breach of fiduciary duty by the
fiduciary is notice of the claim of the represented
person.

(2) In the case of an instrument pavable to
the represented person or the fiduciary as such. the
taker has notice of the breach of fiduciary duty if the
instrument is (i) taken in pavment of or as security for
a debt known by the taker to be the personal debt of the
fiduciary, (1i) taken in a transaction known by_ the
taker to be for the personal benefit of the fiduciary,
or (iii) deposited to an agggm; other than an account
of the fiduciary, as such, account of the
represented person.

(3) If an instrument is issued by the
represented person or the fiduciary as such, and made
pavable to the fiduciary persgnally. thg taker does not

{4) 1f an instrument is issued by the
represented p i y_as such, to the
taker as pavee, the taker has notice of the breach of

fiduciary duty if the instrument is (i) taken in payment
of or as security for a debt known by the taker to be
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h_LE.ﬁEiQ_BLdﬁhLQ__QJ}_lQLa_rY. (&) taken in

b.gngﬁix__qi__th_e___f_ism;ur_v_._u_ug)__dao
v._as such,
or an account of the rep person.

resented
Sec. 38. That the Uniform Commercial Code be
amended by addition of the following new section:
U3-308. Proof of signatures and status as holder in due
course.

(a) In an action with respect to an
instrument, the authenticity of, and authority to make,
each signature on the 1n5trumgn§ is ggmlgteg gnless
specifically denied in the p

glf.adma.a. _thsm_o_i

establishing validity is on the person claiming

validity, but the signature is presumed to be authentic
au riz 1 e i i

liability of the purported signer and the signer is dead

or incompetent at the time of trial of the issue of

validity of the signature. If an action to enforce the
instrument is brought against a_person as the

undisclosed principal of a person who signed the
instrument as a party to the instrument, the plaintiff
has the burden of establishing that th d is
liable on the instrument as a represented person under

section 3-402(a).
(b) If the validity of signatures is admitted

or proved and there is compliance with subsection (a), a
plaintiff producing the instrument is entitled to
payvment if the plaintiff proves entitlement to enforce
the instrument under section 3-301, unless the defendant
proves a defense or claim in recoupment. If a defense
or claim in recoupment is proved, the right to payment
of the plaintiff is subject to the defense or claim,
except to the extent the plaintiff proves that the
plaintiff has rights of a holder in due course which are
not subiject to the defense or claim.

Sec. 39. That the Uniform Commercial Code be
amended by addition of the following new section:

U3-309. Enforcement of lost, destroyed, or stolen
instrument.
(a) A person not in possession of an

instrument is entitled to enforce the instrument if (i)
the person was in posgession of the instrument and
entitled to enforce it when loss of pogsession occurred occurred
(ii) the loss of possession was not the result of

transfer by the person or a lawful seizure, and (1111
the person cannot reasonably obtain possesgion of the
instrument because the instrument was destroved, its

29 381



LB 161 LB 161

whereabouts cannot be determined, or it is in the
wrongful possession of an unknown person or a person
that cannot be found or is not amenable to service of
process.

(b) A person seeking enforcement of an
instrument under subsection (a) mvg prove the terms of
the instrument and the person's right to enforce the
instrument. If that proof is made, section 3-308
applies to the case as if the person seeking enforcement
had produced the instrument. The court may not enter
iudament in favor of the person seeking enforcement
unless it finds that the person reguired to pay the
ingtrument is adeguately protected against loss that
might occ by reason of a claim by another person to
sn.fm:_thLm;r_umsn_._.nguate protection may be
provided by any reasonable means.

Sec. 40. That the Uniform Commercial Code be
amended by addition of the following new section:
U3-310. Effect of instrument on obligation for which

taken.

(a)__Unless otherwise aqreed, if a cgrtifigg
check. cashier's check, or teller's check is taken for
gn__ghlggagggg the obligation is d1scharaed to the same

amount money
ggggl__;n__ghg_;ygggﬂ;_gﬁ the inﬁt:ument were gaken in
payment of th igation. Discharge of the obligation

does not affect any liability that the obligor may have
as _an indorser of t instrument.

{b) Unless otherwise agreed and except

provided in subsection (a)., if a note or an uncertif gg
check is taken for an obligation. the obligation is

suspend to the same extent the obligation would be
discharged if an amount of money_equal to the amount of
the instrument were taken, and the followina rules

apply:

(1) In the case of an uncertified check.
suspension of the obligation continues until dishonor of
the check or until it is paid or certified. Pavment or

ertification of the c resul n_discharge of the
obligation to the extent of the amount of the check.

(2) In the case of a note., suspension of the
obligation continues until dlshongx of the note or until
it is paid. Payment of the note results in discharge of
the obligation to the extent of the pavment.

(3) Except as provided in paraqraph (4), if
the check note is dis ed and the obligee of tI the
obligation for which the 1nstrumen; was _taken ig the
person entitled to enforce the instrument. the obligee
may_enforce either the instrument or the obligation. In
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the case of an instrument of a third person which is
negotiated to the obligee by the obligor, discharge of
the obligor on the instrument also discharges the
obligation.

(4) 1f the person entitled to enforce the
instrument taken for an obligation is a person other
than the obliagee, 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 destroved., the obligation may not
be enforced to thg_g;ggpt of the amount pavable on the
inst that extent the obligee's rights
against ;hg obl igor are limited to enforcement of the
instrument.

{(c) If an instrument other than one described
in subsection (a) or (b) is taken for an obligation, the
effect is (i) that stated in subsection (a) if the
instrument is one on which a bank is liable as maker or
acceptor, or (ii) that stated in subsection (b) in any
other case.

Sec. 41. That the Uniform Commercial Code be
amended by addition of the following new section:
U3-311. Accord and satisfaction by use of instrument.

(a) If a person against whom a c¢laim is
asserted proves that (i) that person in g
tendered an instrument to the claimant as full
satisfaction of the claim, (jii) the amount of the claim
was unliguidated or subject to a bona fide dispute. and
(iii) the claimant obtained payment of the instrument,
the following subsections apply.

(b) Unless subsection (c) applies, the claim
is discharaged if the person against whom the claim is
asserted proves that the instrument or an accompanyving

written communication contained a conspicuous statement
to the effect that the instrument was tendered as full
satisfaction of the claim.

lc) Subject to subsection (d), a claim is not
discharged under subsection (b)) if either of the

following applies:

(1) _The claimant, if an organization, proves
that (i) within a reasonable time before the tender, the
claimant sent a conspicuous statement to the person

against whom the claim is asserted that communications
concerning disputed debts. including an instrument
tendered as full satisfaction of a debt,

to a desianated person, office, or place. and (ii) the
instrument or accompanying communication was not
received by that designated person, office, or place.
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L2) The claimant, whether or not an
organization, proves that within ninety days after
payment of the instrument, the claimant tendered
repayment of the amount of the instrument to the person

against whom the claim is asserted. This paragraph does
not apply if the claimant is an organization that sent a

statement complying with paragraph (1)(i).
(d)_ A claim is discharqged if the person

again %) im i v withi
b i = Liagt £ tl » =
mLJ.Lt.gL the claimant, or an agent of the claimant
direct responsibility with respect to the

d1sputed obligation, knew that the instrument was
tendered in full satisfaction of the claim.

Sec. 42. That the Uniform Commercial Code be
amended by addition of the following new section:
ua-&gl. sig .
g (a) A person is not liable on an instrument
unless (i) the person signed the instrument. or (ii) the
wwww
signed he instrument and the signature is binding on
the repregented person under section 3-402.

(b) A signature may_be made (i) manually or by
means of a device or machine, and (ii) by the use of any
name, including a trade or assumed name, or by a word,
mark, or symbol executed or adopted by a person with
present intention to authenticate a writing.

Sec. 43. That the Uniform Commercial Code be
amended by addition of the following new section:
U3-402. Signature by representative.

{a) If a person actinag, or purporting to act,
as a representative signs an instrument by signing
either the name of the represented person or the name of
the signer, the represented person is bound by the
signature to the same extent the represented person
woul be boun if ignature were on a simple
contract. I thae is p:g ented person is bound, the
signature of the representative _is the “authorized
signature of the represented person” and the represented
person is liable on the instrument, whether or not
identified in the instrument.

{b) If a representative signs the name of the
representative to an instrument and the signature is an
authorized signature of the represented person, the
following rules apply:

(1) If the form of the signature shows
unambiquously that the signature is made on behalf of
the represented person who is identified in the
instrument, the representative is not liable on the
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nt .
(2) Subject to subsection (c), if (i) the form
of the signature does not show unambiquously that the
signature is made in a representative capacity or (ii)
the represented person is not identified in the
instrument, the representative is liable on the
instrument to a holder in due course that tock the
instrument without notice that the representative was
not intended to be liable on the instrument. With
respect to any other person, the representative is
liable on the instrument unless the representative
proves that the original parti id not intend the
representative to be liable on the ingtrument.

(c) ___If a representative signs the name of the
representative as drawer of a check without indication
of the representative status and the check is gayag;g
from an account of the repr esenteg person who is
identified on the check, the signer is not liable on the
check if the signature is an authorized signature of the

represented person.

Sec. 44. That the Uniform Commercial Code be
amended by addition of the following new section:
U3-403. Unauthorized signature.

(a) Unless otherwise provided in this article
or article 4, an unauthorized signature is ineffective
except as the signature of the unauthorized signer in
favor of a person who in good faith pays the instrument
or takes it for value. An unauthorized signature may be
ratified for all purposes of this article.

(b) If the signature of more than one person

;ggu;rgd to constitute the authorized signature of an
_;gag zation, the 51qnature of the organization is

unauthorized if of the required signatures is

lacking.
(c) The civil or criminal liability of a

person who makes an unauthorized signature is not
affected by any provision of this article which makes

the unauthorized signature effective for the purposes of
this article.

Sec. 45. That the Uniform Commercial Code be
amended by addition of the following new section:
U3-404. Impostors: fictitious payees.

(a) If an impostor. by use of the mails or
otherwise, induces the issuer of an instrument to issue
the instrument to the impostor, or to a person acting in
concert with the impostor, by impersonating the pavee of
the instrument or a person authorized to act for the
payee, an indorsement of the instrument by any person in
the name of the payee is effective as the indorsement of
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the pavee in favor of a person who, in good faith, pays
the instrument or takes it for value or for collection.

(b) If (i) a person whose intent determines to
whom an instrument is pavable (section 3-110{a) or (b))
does not intend the person identified as payee to have
any__interest in th instrument, or (ii) the person
identified as pavee of an instrument is a fictitious
rerson, the following rules apply until the instrument
is neqgotiated by special indorsement:

(1) Any person in possession of the instrument
is its holder.

(2) An indorsement by any person in the name
of the payee stated in the instrument is effective as
the indorsement of the pavee in favor of a person who,
in good faith. pavs the instrument or takes it for value
or for collection.

{c) Under subsection (a) or (b). an
indorsement is made in the name of a payee if (i) it is
made in a name substantially similar to that of the
payee or (ii) the instrument, whether or not indorsed,

is deposited in a depositary b a nt in a
name substantially similar to that of the pavee.

(d) With respect to an instrument to which
subsection (a) or (b) applies. if a person paying the
instrument or taking it for wvalue or for collection
fails to exercise ordinary care in paving or taking the
instrument and that failure substantially contributes to
loss resulting from payment of the instrument, the

person bearing the loss may recoy recover from the person
failing to exercise ordinar care the extent the
failure to exercise oxdinary care cgggriguged to the
loss.

Sec. 46. That the Uniform Commercial Code be
amended by addition of the following new section:

U3-405.  Emplover's responsibility for fraudulent
.im.a.emsm(;_t)m_emmym
a

£33 hEmplgyggE includes an independent
contractor and employee of an independent contractor
retained by the emplover.

(2) "Fraudulent indorsement" means (i) in _the
cagse of an instrument pavable to the emplover, a forged
indorsement purporting to be that of the emplover. or
(m_wwﬂuh_ﬁpn_t to which
the employer is the issuer., a forqed indorsement
umg_to hat of t thg_ps.l;;p_.d_gntlflsg as_pavee.

____ "Responsibility with respect to
igggrumegts mea s _authority (i) to sign or indorse
instruments on behalf of the emplover, (ii) to process
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instruments received by the employer for bookkeeping
purposes, for deposit to an account, or for other
disposition, (iii) to prepare or process ingtruments for
issue in the name the emplover, (iv) to supply
information detgrm;n;gg_;hg_ngmgs or addresses of pavees
of instruments to be issued in the name of the emplover.
(v) to control the disposition of instruments to be
issued in the name of the employer, or (vi) to act
otherwise with respect to instruments in a respeonsible
capacity. "Responsibilit v" does not include authority
that merely allows an emplovee to have access to

instruments or blank or incomplete instrument forms that
are being stored or transported or are part of incoming

or outgeoing mail, or similar access.

(b) For the purpose of determining the rights
and liabilities of a person who, in good faith, pays an
instrument or takes it for value or for collection, if
an _employer entrusts an emplovee with responsibility
with respect to the instrument and the employee or a
person acting in concert with the employee makes a
fraudulent = indorsement of the instrument, the
indorsement is effective as the indorsement of the
person to whom the instru ig payable if it is made
in the name of that person. If the person paying the
instrument or taking it for wvalue or for collection
fails to exercise ordinary care in paving or taking the
instrument and that failure substantially contributes to
loss resulting from the fraud, the person bearing the
loss may recover from the person failing to exercise

ordinary care to the extent the failure to exercise
ordinary_ care contributed to the loss.
(c) Under subsection (b), an indorsement is

made in the name of the person to whom an instrument is
Qavable if (i) it is made in a name substantially
to the name of that person or (ii) the

instrument., whether or not indorsed, is deposited in a
depositary bank to an account in a name substantially
similar to the name of that person.

Sec. 47. That the Uniform Commercial Code be
amended by addition of the following new section:
U3-406. Nealigence ggn;rlbutlnq to forged signature or
alteration of instrument
(a) A gerson whose faijlure to exercise
ordlnarv care substantiallyv contributes to an alteration
of n_instrument or to the making of a forged signature
on instrument is precluded from asserting the
altgg tion or the forgerv against a person who, in aocod
faith, pays the instrument or takes it for value or for

collection.
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(b) Under subsection (a), if the person

ggﬂgxxing the preclusion fails to exercise ordinarvy care

in paving or taking the instrument and that failure
substantially contributes to loss, the loss is allgga;gﬂ
between the person precluded and the erson _ass
;hg__prgglgglon according to the extent to which the
failure of each to exercise ordinary care contributed to

the loss.
{c) Under subsection (a), the burden of
proving failure to exercise ordinary care is on the

person asserting the preclusion. Under subsection (b).
the burden of proving failure to exercise ordinarv care

is on the person precluded.

Sec. 48. That the Uniform Commercial Code be
amended by addition of the following new section:
U3-407. Alteration.

(a) "Alteration" means (i) an unauthorized

change in an instrument that gggggrts to modify in any
respect the obligation of parkty, qr (ii) an
unauthorized addition of words numbers or other
change to an incomplete instrument relating to the
obligation of a party.

(b) Except as provided in subsection (c). an
alteration fraudulently made discharges a party whose
obligation is affected by the alteration unless that

party assents or is precluded from asserting the

alteration. No other alteration discharges a party. and

the instrument may _be enforced according to its original
terms.
(c) A payor bank or drawee pavina a
fraudulently altered instrument or a person taking it
for value, in g faith and without notice of the
alteration, may_ enforce rights with respect to the

instrument (i) according to its original terms, or (ii)
in the case of an incomplete instrument altered by
unauthorized completion, according to its terms as

completed.
Sec. 49. That the Uniform Commercial Code be

amended by addition of the following new section:

U3-408. Drawge not liable on unaggegted draft
r of itself
operate n assignment of funds in the hands of the
drgwgg___g;lahlg_ig;_;;s_ggymg and the drawee is not
liable on the instrument until the drawee accepts it.
Sec. 50. That the Uniform Commercial Code be

amended by addition of the following new section:
U3-409. Acceptance of draft; certified check.

(a) "Acceptance" means the drawee's signed
agreement to pay a draft as presented. 1t must be
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written on the draft and mavy consist of the drawee's
signature alone. Acceptance may be made at any time and
becomes effective when notification pursuant to
instructions is given or the accepted draft is delivered
for the purpose of giving rights on the acceptance to
any person.

(b) A draft may be accepted although it has
not been signed by the drawer, is otherwise incomplete.
is overdue, or has been dishonored.

{c) 1f a draft is pavable at a fixed period
after sight and the acceptor fails to date the
acceptance, the holder may complete the acceptance by
supplying a date in good faith.

(d)_"Certified check" means a check accepted
by the bank on which it is drawn. Acceptance may be
made as stated in subsection (a) or by a writing on the
check which indicates that the check is certified. The
drawee of a check has no obligation to certify the
check, and refusal to certify is not dishonor of the
check.

¢
Sec. 51. That the Uniform Commercial Code be
amended by addition of the following new section:
U3-410. Acceptance varying draft.

(a) If the terms of a drawee's acceptance vary
from the terms of the draft as presented, the holder may
refuse the acceptance and treat the draft as dishonored.
In that case, the drawee may cancel the acceptance.

(b) The terms of a draft are not varied by an
acceptance to pay at a particular bank or place in the
United States, unless the acceptance states that the
draft is to be paid only at that bank or place.

(c) If the holder assents to an acceptance
varyving the terms of a draft, the obligation of each
drawer and indorser that does not expressly assent to
the acceptance is discharged.

Sec. 52. That the Uniform Commercial Code be
amended by addition of the following new section:
U3-411. Refusal to pay cashier's checks, teller's
checks, and certified checks.

(a) In this section, "obligated bank" means
the acceptor of a certified check or the issuer of a
cashier's check or teller's check bought from the
issuer.

([Ton) 552 the obliqated bank wrongfully (i)
refuses to pay cashier's check or certified check,
(11) stops payment of a teller s check, or (iii) refuses

pay_a dishonored tellg: i shagk. ;hg
thg right to orce he check is entitled
compensation for expenses and loss of interest resulting
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from the nonpayment and may recover consequential
damages if the obligated bank refuses to pay after
receiving notice of particular circumstances giving rise
to the damages.

{c) Expenses or consequential damages under
subsection (b) are not recoverable if the refusal of the
obligated bank to pay occurs because (i) the bank
suspends payments, (ii) the obligated bank asserts a

groun i i vail i person
entitled to enforce the instrument, (iii) the obligated
bank has a reasonable doubt whether the person demanding
payment is the person entitled to enforce the
instrument, or (iv) payment is prohibited by law.

Sec. 53. That the Uniform Commercial Code be
amended by addition of the following new section:

U3-412. Obligation of issuer of note or cashier's
check.
The issuer of a note or cashier's check or

other draft drawn on the drawer is obliged to pavy the
instrument (i) according to its terms at the time it was
issued or, if not issued, at the time it first came into
possession of a holder, or (ii) if thg_;gggg__g_ggsg_g_
incomplete instrument, according to its terms when
completed, to the extent stated in sections 3-115 and
3-407. The obligation is owed to a person entitled to
enforce the instrument or to an indorser who paid the
instrument under section 3-415.

Sec. 54. That the Uniform Commercial Code be
amended by addition of the following new section:
U3-413. Obligation of acceptor.

(a) The acceptor of a draft is obliged to pay
the draft (i) accordinag to its terms at the time it was
accepted, even though the acceptance states that the

draft is pavable "as originally_ drawn" or equivalent
terms, (ii)} 3if +the acceptance varies the terms of the

draft. according to the terms of the draft as varied. or
(iii) if the acceptance is of a draft that is an

incomplete instrument, according to its terms when
completed, to the extent stated in sections 3-115 and
3=-407. The obligation is owed to a person entitled to

enforce the draft or to the drawer or an indorser who
paid the draft under section 3-414 or 3-415.

{b) If the certification of a check or other
acceptance of a draft states the amount certified or
accepted, the obligation of the acceptor is that amount.
If (i) the certification or acceptance does not state an
amount, (ii) the amount of the instrument is
subsequently raised, and (iii) the instrument is then
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negotiated to a holder in due course, the obligation of
the acceptor is the amount of the instrument at the time
it was taken by the holder in due course.

Sec. 55. That the Uniform Commercial Code be
amended by addition of the following new section:

U3-414. Obligation of drawer.
(a)_This section does not apply to cashier's

checks or other drafts drawn on the drawer.

(b) If an unaccepted draft is dishonored. the
drawer is obliged to pav the draft (i) accordinag to its
terms at the time it was issued or, if not issued, at
the time it first came into possession of a holder, or
(ii) if the drawer signed an incomplete instrument.

i to its terms when completed, to the extent

i i =115 d 3-407. The obligation is

owed to a person entitled to enforce the draft or to an
indorser who paid the draft under section 3-415.

(c) If a draft is accepted by _a bank, the
drawer is discharged, redgardless of when or by whom
acceptance was obtained.

(d) If a draft is accepted and the acceptor is
not a bank, the obligation of the drawer to pay the
draft if the draft is dishonored by the acceptor is the
same as the obligation of an indorser under section
3-415(a) and (c).

(e} If a draft states that it is drawn
"without recourse" or otherwise disclaims liability of
the drawer to pay the draft, the drawer is not liable
under subsection (b) to pay the draft if the draft is
not a check. A disclaimer of the liability stated in
subsection (b) is not effective if the draft is a check.

(f) If (i) a check is not presented for
pavyment or given to a deppsitary bank for collection
within thirty days after its date, (ii) the drawee
suspends payments after expiration of the thirty-day
period without paying the check, and (iii) because of
the suspension of payments, the drawer is deprived of
funds maintained with the drawee to cover payment of the
check, the drawer to the extent deprived of funds may

discharge jits obligation to pay the check by assigning
to the person entitled to enforce the check the rights
of the drawer against the drawee with respect to the
funds.

Sec. ©56. That the Uniform Commercial Code be
amended by addition of the following new section:
U3-415. Obligation of indorser.

(a) Subiject to subsections (b), {(c). and (d)
and to section 3-419(d), if an instrument is dishonored.
an__indorser is obliged to pay the amount due on the
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instrument (i) accordin instrument
at the time it wgg_;ndgxﬁsd or (11) 1f the indorser
indorsed an incomplete instrument, accordinag to its

terms when completed., to the extent stated in sections
3-115 and 3-407. The obligation of the indorser is owed
to a person entitled to enforce the instrument or to
subsequent indorser who paid the instrument under ;h;a
section.

(b) If an indorsement states that it is made

"without recourse" or otherwise disclaims liability of
the indorser, the indorser is not liable under

sBubgection (a) to pay_ the ingtrument.

(c) If notice of dishonor of an instrument is

required by section 3-503 and notice of dishonor

complying with that section is not given to an indorser,
the 1liability of the indorser under subsection (a) is
discharged.

(d) If a draft is accepted by a bank after
indorsement is made, the liabilitvy of the indorser under
subsection (a) is discharged.

(e) If an indorser of a check is liable under
subsection (a) and the check is not presented for
payment, or given to a depositary bank for collection,
within thirty days after the day the indorsement was
made, the liability of the indorser under subsection (a)
is discharged.

Sec. 57. That the Uniform Commercial Code be
amended by addition of the following new section:

U3-416. Transfer warranties.
(a) A person who transfers an instrument for
consideration warrants to the tra ree . Lf the

transfer is by indorsement, to any subsequent transferee
that:

(1) the warrantor is a person entitled to
en i rument ;
{2) all signatures on the instrument are

authentic and authorized:;

(3) the instrument has not been altered:

{4) the instrument is not subiject to a defense
or claim 3in recoupment of any party which can be
asserted against the ggg;anxggk_ing

{5) has no knowledge of any
insolvency proceeding ggmmenged with respect to the
maker or acceptor or in the case of an unaccepted
draft, the drawer.

(b) A person to whom the warranties under
subsection (a) are made and who took the instrument in

good faith may recover from the warrantor as damages for
breach of warranty an amount equal to the loss suffered
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as a result of the breach, but not more than the amount

of the instrument plus expenses and loss of interest
1ncurrgd as a rgﬁul&; Q: ;m h;gagh,
{c) The warranties stated in subsection (a)

cannot be disclaimed with respect to checks. Unless
notice of a claim for breach of warranty is given to the
warrantor within thirty days after the claimant has
reason to know of the breach and the identity of the
warrantor, the liability of the warrantor under
subsection (b) is discharged to the extent of any loss
caused by the delay in giving notice of the claim.

(d) A cause of action for breach of warranty
under this section accrues when the claimant has reason
to know of the breach.

Sec. 58. That the Uniform Commercial Code be
amended by addition of the following new section:

-417 Presentment warranties.

(a) 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 payvment
acceptance, at the time of presentment, and (A;)_g
previous transferor of the draft, at the time of
transfer, warrant to the drawee making payment or
accepting the draft in good faith that:

(1) the warrantor is, or was, at the time the
warrantor transferred the draft, a person entitled to
enforce the draft or authorized to obtain payment or
acceptance of the draft on behalf of a person entitled
to enforce the draft:;

(2) the draft has not been altered: and

(3) the warrantor has no knowledge that the
signature of the drawer of the draft is unauthorized.

(b) A drawee making payment may recover from

any warrantor damages for breach of warranty equal to

the amount paid by the drawee less the amount the drawee
received or is entitled to receive from the drawer

because of the payment. In addition, the drawee is
entitled to compensation for expenses and 1955 of
interest resulting from the breach. The right the
drawee to recover damages under this suhgggglon 15 not
affected by any failure of the drawee to exercise
ordinary care in making payment. If the drawee accepts
the draft, breach of warranty is a defense to the
obligation of the acceptor. If the acceptor makes
ngmeut with respect to the draft, the acceptor is

to recover from any warrantor for breach of
warranty the amounts stated in this subsection.

{c) If a drawee asserts a claim for breach of

warranty under subsection (a) based on an unauthorized
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indorsement of the draft or an alteration of the draft,
the warrantor may defend by proving that the indorsement
ig effective under section 3-404 or 3-405 or the drawer
is precluded under section 3-406 or 4-406 from asserting
against the drawee the unauthorized indorsement or
alteration.

(d) If (i) a dishonored draft is presented for
payment to the drawer or an indorser or (ii) any other
instrument is presented for payment to a party obliged
to pav the instrument, and (iii) payment is received,
the following rules apply:

(1) The person obtaining payment and a prior

person
makinag pavment in g faith that th rran i
was, at the time the warrantor transferred the
instrument, a person entitled to enforce the instrument
or authorized to obtain payment on behalf of a person
entitled to enforce the instrument.

{2) The person making payment may recover from
any_warrantor for breach of warranty_an amount equal to
Wwwm
resul fro

(e)_The wgrrant1g§ stated in subsections (a)

and (d) cannot be disclaimed with respect to checks.
Unless notice of a claim for breach of warranty is given

to the warrantor within thirty days after the claimant
has reason to know of the breach and the identity of the
warrantor, the liability of the warrantor under
subsection (b) or (d) is discharqed to the extent of any
loss caused by_the delay in giving notice of the claim.

{f) A cause of action for breach of warranty
under this section accrues when the claimant has reason
to know of the breach.

Sec. 59. That the Uniform Commercial Code be
amended by addition of the following new section:
U3-418. Payment or acceptance by mistake.

(a)__Except as provided in subsection (c), if
the drawee of a draft pays or accepts the draft and the

drawee acted on the mistaken belief that (i) pavment of
the draft had not been stopped pursuant to section 4-403
(ii) the siagnature of the drawer of the draft was
M_thamwuy_mmvmwf_m
erson to whom or for ose benefit

pam nt was made or. in the case of acceptance, may
revoke the acceptance. Riahts of the drawee under this
8 tion are aff by failure of the drawee to
exercise ordinary care in paving or accepting the draft.

(b)_Except as provided in subsection (c), if
an _instrument has been paid or accepted by mistake and
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the case is not covered by subsection (a). the person
paving or accepting may, to the extent permitted by the
law governing mistake and restitution, (i) recover the
payment from the person to whom or for whose benefit
payment was made or (ii) in the case of acceptance, may
revoke the acceptance.

(c) The remedies provided by subsection (a) or
{b) may not be asserted against a person who took the
instrument in good faith and for value or who in good
faith changed position in reliance on the payment or
acceptance. This subsection does not limit remedies
provided by section 3-417 or 4-407.

(d)  Notwithstandinag section 4-215. if an
instrument is paid or accepted by mistake and the pavor
or acceptor recovers payment or revokes acceptance under
subsection (a) or (b), the instrument is deemed not to
have been paid or accepted and is treated as dishonored.

and the person from whom payment is recovered has rights
as a person entitled to enforce the dishonored

instrument.

Sec. 60. That the Uniform Commercial Code be
amended by addition of the following new section:
U3-419. Instruments signed for accommodation.

(a) If an instrument is issued for value given

iﬁ:_th.e__hsns&t__of_ﬁa___gar_ty_to__ths_ins_twm
_Asgnmmd.atgd___ —)__and _another narty +to the

instrument ("accommodation party") si i
for the purpose of incurring liability on the instrument
without being a direct beneficiary of the value given
for the instrument, the instrument is signed by__the
agcommodation party "for accommodation"

(b) An accommodation party may sign the
instrument as maker, drawer, acceptor, or indorser and,
subject to subsection (d)., is obliged to pay__the
instrument in the capacity in which the accommodation
partvy signs. The obligation of an accommodation party
may be enforced notwithstandinag any statute of frauds
and whether or not the accommodation party receives
consideration for the accommodation.

{c) A person gsigning an lgggrumeng is presumed

e an accommodatio a ic that
the instrument is siagned for accommodatlon if the
signature is an anomalous indorsement or is accompanied
by words indicating that the signer is acting as surety
or guarantor with respect to the obligation of another
party to the instrument. Except as provided in section
3-605, the obligation of an accommodation party to pay
the instrument is not affected by the fact that the
person enforcing the obligation had notice when the
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instrument was taken by that person that the
accommodation party sianed the instrument for

accommodation.
(d) If the signature of a party to an
instrument is accompanied by words indicating

unambiquously that the party is quaranteeing collection
rather than payment of the obligation of another party
to the instrument, the signer is obliged to pay the
amount due on the instrument to a person entitled to
enforce the instrument only if (i) execution of judgment
against the other party has been returned unsatisfied,
{ii) the other party_is insolvent or in an insolvency
proceeding, (iii) the other party cannot be served with
process, or (iv) it is otherwise apparent that payment
cannot be obtained from the other party.

(e) An accommodation party who pays the
instrument is entitled to reimbursement from the
accommodated 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 is not entitled to contribution
from, an accommodation party.

Sec. 61. That the Uniform Commercial Code be
amended by addition of the following new section:
U3-420. Conversion of instrument.

fa) The law applicable to conversion of

personal property applies to instruments. An instrument
is also converted if it is taken by transfer, other than
a negotiation, from a person not entitled to enforce the

instrument or a bank makes or obtains payment with
respect to the instrument for a person not entitled to
enforce the instrument or receive payment. An action
for conversion of an instrument may not be brought by
(i) the issuer or acceptor of the instrument or (ii) a
payee or indorsee who did not receive delivery of the
instrument either directly or through delivery to an
agent or a copavee.

(b) In an action under subsection (a), the
measure of liability is presumed to be the amount
payable on the instrument, but recovery may not exceed
the amount of the plaintiff's interest in the
ingstrument.

(c) A representative, other than a depositary
bank, who has in good faith dealt with an instrument or
its proceeds on behalf of one who was not the person
entitled to enforce the instrument is not liable in
conversion to that person beyond the amount of any
pr s that it ot paid out.

Sec. 62. That the Uniform Commercial Code be
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amended by addition of the following new section:
U3-501. Presentment.

(a) "Presentment" means a demand made by or on
hghali_g:_g_ng;;gn entitled to enforce an instrument (i)
pay__the instrument made to the drawee or a party
obllqed ed to pay the instrument or, im the case of a note
or accepted draft payable at a bank, to the bank, or
(ii) to accept a draft made to the drawee.

{b) The following rules are subject to article
4, agreement of the parties, and clearinghouse rules and

(1) Presentment may _be made at the place of
payment of the instrument and must be made at the place
of payment if the instrument is payable at a bank in the
United States:; may be made by any commercially
reasonable means, including an oral, written, or
electronic communication; is effective when the demand
for payment or acceptance is received by the person to
whom presentment is made: and is effective if made to
any one of two or more makers, acceptors, drawees, or
other pavors.

(2) Upon demand of the person to whom
presentment is made, the person making presentment must
(i) exhibit the instrument, (ii) give reasonable
identification and, if presentment is made on behalf of
another person, reasonable evidence of authority to do
so, and (iiji) sign a receipt on the instrument for any
payment made or surrender the instrument if full pavment
is made.

(3) Without dishonoring the instrument., the
party to whom presentment is made may (i) return the
instrument for lack of a necessary_indorsement, or (ii)
refuse payment or acceptance for failure of the
presentment to comply with the terms of the instrument.
an agreement of the parties, or other applicable law or
rule.

(4) The party to whom presentment is made mav
treat presentment as occurring on the next business day
after the day of presentment if the party to whom
presentment is made has established a cutoff hour not
earlier than 2 p. for the receipt and processing of
instruments presentgg for payment or acceptance and

presentment is made after the cutoff hour.
Sec. 63. That the Uniform Commercial Code be

amended by addition of the following new section:
U3-502. Dishonor.
(a) Dishonor of a note is governed by the

following rules:
(1) If the note is pavable on demand, the note
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is dishonored if presentment is duly made the maker
and the note is not paid on the dav of presentment.

(2) If the note is not pavable on demand and
is payable at or through a bank or the terms of the note
require presentment, the note is dishonored if
presentment is duly made and the note is not paid on the
day it becomes pavable or the day of presentment,
whichever is later.

(3) If the note is not pavable on demand and
paragraph (2) does not apply, the note is dishonored if
it is not paid on the day it becomes pavable.

{b) Dishonor of an unaccepted draft other than
a documentary draft is governed by the following rules:

(1) If a check is duly presented for pavment
to the pavor bank otherwise than for immediate payment

over the counter, the check is dishonored if the payor
bank makes timely return of the check or sends timely
notice of dishonor or nonpayment under section 4-301 or
4-302 o cCco ble for the amount of the
check under section 4-302.

(2) I1f a draft is pavable on demand and
paragraph (1) does not apply, the draft is dishonored if
presentment for payment is duly made to the drawee and
the draft is not paid on the dav of presentment.

(3) If a draft is pavable on a date stated in
the draft, the draft is dishonored if (i) presentment

for payment is duly made to the drawee and payment is
not made on the day the draft becomes pavable or the day

of presentment, whichever is later, or (ii) presentment
for acceptance is duly made before the day the draft
becomes pavable and the draft is not accepted on the day
of presentment.

(4) I1f a draft is payvable on elapse of a
period of time after sight or acceptance. the draft is
dishonored if presentment for acceptance is duly made
and the draft is not ag_gpged on the day of presentment.

(c)__Dishonor of unaccepted documentary
draft occurs a&cmdmg;mmmmmm
{b)(2), (3), and (4), except that payment or acceptance
mayv _be delaved without dishonor until no later than the

close of the third business day_of the drawee following
the day on which payment or acceptance is required by
those paragraphs.

{d) Dishonor of an accepted draft is governed
by the following rules:

(1) If the draft is pavable on demand, the
draft is dishonored if presentment for payment is duly
made to the acceptor and the draft is not paid on the
day_of presentment.
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(2) 1f the draft is not pavable on demand, the

draft is d;ﬁl_lggg; d if presentment for payment is duly
made to the acceptor and payment is not made on the dav

becomes pavable or the dav of presentment, whichever
is later.

(e) In any case in which presentment is
otherwise reguired for dishonor under this section and
presentment is excused under section 3-504, dishonor
occurs w_]._th_Q_\L_p esentment if the instrument is not duly
accepted or paid.

(£f) Ig draft is dishonored because timely

acceptance of the draft was not made person
gn;;u;;_gﬂ to demand acceptance consents to a late
acceptance, from the time of acceptance the draft is
_been dishonored.

treated as never having be
Sec. 64. That the Uniform Commercial Code be

amended by addition of the following new section:

U3-503. Notice of dishonor

(a) The le,g,ggggon of an indorser stated in
section 3-415(a) and the obligation of a drawer stated
in section 3- 414(_d._) may not be enforced unless (i) the
indorser or drawer is given notice of dishonor of the
instrument complving with this section or (ii) notice of
dishonor is excused under section 3-504(b).

(b) Notice of dishonor may be given by any
person; mav be given by any commercially reasonable
means., ingluding an oral, written, or electronic
communication ; and is sufficient if it reasonably
identifies the instrument and indicat that the
instrument has been dishonored or has not been paid or
accepted. Return of an instrument given to a bank for
collection is sufficient notice of dishonor.

(c) Subiject to section 3-504(c) w1th respect

to an instrument taken for collection by collecting
bank, notice of dishonor must be given (L)__by the bank
before midnight of the next banking day following the
banking day on which the bank receives notice of

dishonor of the instrument (ii) by any_ other person
within thirtv days following the day on which the person
receives noti di r. With respect to anv_other
instrument. notigce of dishonor must be given within
thirty days following the day on which dishonor occurs.

Sec. 65. That the Uniform Commercial Code be
amended by addition of the following new section:

U3-504. Excused presentment and notice of dishonor.

(a) Presentment for payment or acceptance of
an instrument is excused if (i) the person entitled to

present the instrument cannot with reasonabl diligence
make presentment, (ii) the maker or acceptor has
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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 indorsers or the drawer, (iv) the
drawer or indorser whose obligation 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 has instructed the drawee

not to pay or accept the draft or the drawee was not
obligated to the drawer to pay the draft.

(b) Notice of dishonor is excused if (i) by
the terms of the instrument notice of dlshonor is not
necessary to enforce the obligation of a partv to gg
the instrument, or (ii) the partv whose ogl;ag;;gp
being enforced waived notice of dishonor. A waiver of
presentment is also a waiver of notice of dishonor.

(c) Delay in qiving notice of dishonor is
excused if the delay was caused by circumstances bevond
the control of the person giving the notice and the
person giving the notice exercised reasonable diligence
after th ceased to operate.

Sec. 66. That the Uniform Commercial Code be
amended by addltlon of the following new section:

=5 E :

(a Th. £ wi are admissible as evidence
and create a presumption of dishonor and of any notice
of dishonor stated:

(1) a document reqular in form as provided in
subsection (b) whlgb purports to be a protest:

(2) purported stamp or writina of the
drawee, payor bank, or presenting bank on or
accompanying the instrument statina that acceptance or
payment has been refused unless reasons for the refusal
are stated and the reasons are not consistent with

dishonor ;

(3) book or record of the drawee, | Davor
bank, or cgllgctlnq bank, kept in the usual course
business which shows dishonor, even if there is no
evidence of who made the entry.

(b) A protest is a certificate of dishonor
made by a United States consul or vice consul, or a
notary_publlc or other person authorized to administer
oaths by the law of the place where dishonor occurs. It
may__be made upon information satisfactorvy to that
person. The protest must identify the instrument and
certify either that presentment has been made or. if not
made, the reason why it was not made. and that the
instrument has been dishonored by mnonacceptance or
nonpayment. The protest mavy also certify that notice of
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dishonor has been given to some or all parties.
Sec. 67. That the Uniform Commercial Code be

amended by addition of the following new section:
U3-601. Discharge and effect of discharge.

(a) The obligation of a party to pay_ the
instrument is discharged as stated in this article or by
an act or agreement with the party which would discharge
an obligation to pay money under a simple contract.

(b) Discharge of the obligation of a party is
not effective against a person acquiring rights of a
holder in due course of the instrument without notice of
the discharge.

Sec. 68. That the Uniform Commercial Code be
amended by addition of the following new section:
U3-602. Payment.

(a) Subiject to subsection (b), an instrument
ig 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 payment, the obligation of the party
obliged to pay the instrument is discharged even though
payment is made with knowledge of a ¢laim to the
instrument under section 3-306 by another person.

(b) The obligation of a party to pay the
instrument is not discharged under subsection (a) if:

(1) a claim to the instrument under section
3-306 is enforceable against the party receiving payment
and (i) payment is made with knowledge by the pavor that
payment is prohibited by injunction or similar process
of a court of competent jurisdiction, or (ii) in the
case of an instrument other than a cashier's check,
teller's check, or certified check, the party making
payment accepted, from the person having a claim to the
instrument, indemnity against loss resulting from
refusal to pay the person entitled to enforce the

instrument: or

L;) the person making payment knows that the
instrument is a stolen instrument and pays a person it
knows is in wronaful possession of the instrument.

Sec. 69. That the Uniform Commercial Code be
amended by addition of the following new section:
U3-603. Tender of payment.

(a) If tender of pavment of an obligation to
pay an instrument is made to a person entitled to
enforce the instrument. the effect of tender is governed
by _principles of law applicable to tender of payment
under a simple contract.

(b) If tender of pavment of an obligation to
pay an instrument is made to a person entitled to
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enforce the instrument and the tender is refused, there
is discharge, to the extent of the amount of the tender,
of the obligation of an indorser or accommodation party
having a right of recourse with respect to the
obligation to which the tender relates.

(c) I1f tender of payment of an amount due on
an_instrument is made to a person entitled to enforce
the instrument, the obligation of the obligor to pay

interest after the due date on the amount tendered is
discharged. If presentment is reguired with respect to
an 1ns§rum§g and the obligor is able and ready to pay
on_the due date at every place of payment stated in the
instrument, the obligor is deemed to have made tender of
payment on the due date to the person entitled to
nfor t instrumen

Sec. 70. That the Uniform Commercial Code be
amended by addition of the following new section:

U3-604. Discharge by can lati r ren iati
{(a) A person entitled to enfgrs;g an
instrument, with or without consideration.

_mgha.r.gs

the obligation of a party to pay the instrument (i) bv

an_intentional voluntary act, such as surrender of the
instrument to the party, destruction, mutilation, or
cancellation of the instrument., cancellation or striking
out of the party's signature. or the addition of words
to the instrument indicating dischargqe, or (ii) byv

agreeing not 8. t wi r in rights
against the party by a signed writina.
(b) Cancellation or striking out of an

indorsement pursuant to subsection (a) does not affect
the status and rights of a party derived from the
indorsement.

Sec. 71. That the Uniform Commercial Code be
amended by addition of the following new section:

U3-605. Discharge of indorsers and accommodation

parties.

(a) In this section, the term "indorser"
includes a drawer having the obligation described in
section 3-414(4).

(b) Discharge, under section 3-604. of the

obligation of a party to pay an instrument does not
discharge the obligation of an indorser ommodation
party having a right of recourse against the discharaed
party.
fc) If person entitled to enforce

instrument agrees _ﬂi;h or without consideration., to an
extension of th ue date of t obli i party
to pay the instrument th X sion di €8 _an

indorser or accommodation party having right of
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recourse adainst the party whose obligation is extended
to the extent the indorser or accommodation party proves
that the extension caused 1loss to the indorser or
accommodation party with respect to the right of
recourse.

(d) If a person entitled to enforce an
instrument agrees, with or without consideration, to a
material modification of the obligation of a party other
than an extension of the due date, the modification
discharges the obligation of an indorser or
accommodation partvy having a right of recourse against
the person whose obligation is modified to the extent
the modification causes loss to the indorser or
accommodation party with respect to thg right of
recourse. The loss suffered by the indorser or
accommodation party as a result of the modification is
equal to the amount of the right of recourse unless the
person enforcing the instrument proves that no loss was
caused by the modification or that the loss caused by

the modification w u, unt of
the right of recourse.

(e) If the obligation of a party te pay_an
instrument is secured by an interest in collateral and a
pergson entitled to enforce the instrument impairs the
value of the interest in collateral, the obligation of
an indorser or accommodation party having a right of

recourse against the obligor is discharged to the extent
of the impairment. The value of an interest in
collateral is impaired to the extent (i) the value of
the interest is reduced to an amount less than the
amount of the right of recourse of the party assertina
discharge, or (ii) the reduction in value of the

interest causes an increase in the amount by which the
amount of the right of recourse exceeds the value of the
interest. The burden of proving impairment is on the
party asserting discharge.

(£)_1f the obligation of a party is secured by
an _interest in collateral not provided by an

accommodation party and a person entitled to enforce the
instrument impairs the value of the interest in
collateral, the obligation of any party who is jointly
and severally liable with respect to the secured
obligation is discharged to the extent the impairment
causes the party asserting discharge to pay more than
;ha;_p ty 3 would have been obliged to pay, taking into
agcount rights of contribution, if impairment had not

_C.Ql_Iﬂd.._- _I1f the wparty asserting discharge is an
not entitled to discharge under

accommodation party
subsection (e), the partv is deemed to have a right to
-51- 403
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contribution based on joint and several liability rather
than a right to reimburagmgn;. The burden.of proving

impairment is on the party asserting discharqe.
(g)_Under subsection (e) or (f), impairing

value of an interest in collateral includes (i) failure
to obtain or maintain perfection or recordatlon of the

inter ral, (ii] releas collateral
without substitution of collateral of equal value,_jllll
failure to perform a duty to preserve the value of

collateral owed, under article 9 or other law, to a
debtor or surety or other person secondarily liable, or
(iv) failure to comply with appl;gahlg_la__;g_glggo51nq
of collateral.

(h) An accommodation party is not discharged
under subsection (c), (d), or (e) unless the person
entitled to enforce the instr of the
accommodation or has notice under section 3-419(c) that
the instrumens was simugr_asmmmm

{i) party is not discharaed und this
section if (i) the party_ggﬂg;ﬁ;ng discharge cpnaents to
the the event or conduct that is the basis of the discharge,

or (ii) the instrument or a separate aareement of the
gartv pggy;dgﬁ__jg;__gal_gx of discharge under this
section either specifically or by daeneral lanquage
indicating that parties waive defenses based on

suretyship or impairment of collateral.
Sec. 72. That section 4-101, Uniform

Commercial Code, be amended to read as follows:
U4-101. Short title.
This article shaii be knewn and may be cited

as Uniform Commercial Code--Bank Deposits and
Collections.
Sec. 73. That section 4-102, Uniform

Commercial Code, be amended to read as follows:
U4-102. Applicability.

€33 (a) To the extent that items within this
article are also within the meepe of articles 3 and 8,
they are subject to the previmienms ef those articles.
in the event of eonfliet the previsiens of this artiele
gevern themse of 1f there is conflict. this article
governs article 3, but the previmiens ef article 8
gevern theme of governs this article.

€2} (b) The liability of a bank for action or
nonaction with respect to amy an item handled by it for
purposes of presentment, payment, or collection is
governed by the law of the place where the bank is
located. In the case of action or nonaction by or at a
branch or separate office of a bank, its liability is
governed by the 1law of the place where the branch or
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separate office is located.

Sec. 74 . That section 4-103, Uniform
Commercial Code, be amended to read as follows:
U4-103. Variation by agreement; measure of damages;

eertain action constituting ordinary care.

€3} (a) The effect of the provisions of this
article may be varied by agreement, but the parties to
the agreement cannot exeept that nRe agreement ean
disclaim a bank's responsibility for its ewn lack of
good faith or failure to exercise ordinary care or ean
limit the measure of damages for sueh the lack or
failure. However, <+ but the parties may determine by
agreement determine the standards by which =sueh the
bank's responsibility is to be measured if sueh those
standards are not manifestly unreasonable.

¢23 (b) Federal reserve regulations and
operating 2ietters circulars, clearinghouse rules, and

the likes; have the effect of agreements under subsection
¢33} (a), whether or not specifically assented to by all
parties interested in items handled.

€3} (c) Action or nonaction approved by this
article or pursuant to federal reserve regulations or
operating 3letterse eemmskikutes circulars is the exercise
of ordinary care and, in the absence of special
instructions, action or nonaction consistent with
clearinghouse rules and the 1like or with a general
banking usage not disapproved by this article, is prima
facie eenskitutens the exercise of ordinary care.

¢4} (d) The specification or approval of
certain procedures by this article dees net eenstitute
is not disapproval of other procedures whieh that may be
reasonable under the circumstances.

€5} (e) The measure of damages for failure to
exercise ordinary care in handling an item is the amount
of the item reduced by an amount whieh that could not
have been realized by the use exercise of ordinary care.
If ; and where there is also bad faith it includes any
other damagess i#f any; suffeved by the party suffered as
a proximate consequence.

Sec. 75. That section 4-104, Uniform
Commercial Code, be amended to read as follows:
U4-104. Definitions and index of definitions.

£33} (a) In this article, unless the context
otherwise requires:

¢a) (1) "Account" means any deposit or credit
account with a bank, amnd ineludes a eheeking; €imes
interest or savings aeeeunt including a demand, time.
savings, passbook, share draft, or like account, other
than an account evidenced by a certificate of deposit:
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¢b) (2) "Afternoon" means the period of a day
between noon and midnight;

¢e) (3) "Banking day" means tha& the part of
any a day on which a bank is open to the public for
carrying on substantially all of its banking functions;

dy  (4) "Clearinghouse™ means any an
asgsociation of banks or other payors regularly clearing
items;

¢e) (5) "Customer" means amy a person having
an account with a bank or for whom a bank has agreed to
collect items, and ineludes including a bank earrying
that maintains an account with at another bank;

€€3 (6) "Documentary draft” means any
negotiablie or nennegetiabie draft with accompanying
documentn; seeurities or sther papers ¢o be deilivered
against heneyr of the draft; a draft to be presented for
acceptance or payment if specified documents,
certificated securities (section 8-102) or instructions
for uncertificated securities (section 8-308), or other
certificates, statements, or the like are to be received
by the drawee or other pavor before acceptance or
payvment of the g;g;;

(7)__"Draft" means a draft as defined in
section 3-104 or an item, other than an instrument, that
is an order:

(8)_"Drawee" means a person ordered in a draft
to make payment:

tgy (9) "Item" means any instrument feor the
payment of money even theugh it is net negetiabie but
dees net ineiude meney

an_instrument or a promise or
order to pay monev handled by a bank for collection or
pavment.  The texm does not include a

pavment order
doverned by article 48 or a credit or debit card slip;

¢h} (10) "Midnight deadline" with respect to a
bank is midnight on its next banking day following the
banking day on which it receives the relevant item or
notice or from which the time for taking action
commences to run, whichever is later;

(1%} Ipreperiy payabiel ineludes the
avaiiability of funds £for payment akt the ¢ime eof
desinion to pay eor disheners

¢4% (11) "Settle"™ means to pay in cash, by
clearinghouse settlement, in a charge or credit or by
remittance, or otherwise as instrueted agreed. A
settlement may be either provisional or final;

¢h) (12) "Suspends payments" with respect to a
bank means that it has been closed by order of the
supervisory authorities, that a public officer has been
appointed to take it over, or that it ceases or refuses
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to make payments in the ordinary course of business.
€23 (b) Other definitions applying to this
article and the sections in which they appear are:

"Agreement for electronig

presentment” . Section 4-110
"Bank". Sect 4-105.
"nglecting bank” . S:gtigz 4-185.
"Depositary bank". Section 4-105.
"Intermediary bank". Section 4-105.
"Payor bank". Section 4-105.
"Presenting bank". Section 4-105.
IRemiteing bank!- Beetion 4-105-
"Presentment notice". Section 4-110.

¢3% (c) The following definitions in other
articles apply to this article:

Ireeceptanael - Eeetion 3-4310~
"Acceptance" . Section 3-409.
"Alteration". Section 3-407.
"Cashier's check”. Section 3-104.
"Certificate of deposit". Section 3-104.
lgerbifientionl- Geetion 3-431~
ng;;i*;gd check". Section 3-409.
"Check". Section 3-104.
!Prasel- Seetion 3-304-
"Good faith". Section 3-103.
"Holder in due course". Section 3-302.
"Instrument". Section 3-104.
INoetiee of dishener!l- Seetien 3-568-
"Notice of dishonor". Section 3-503.
"Order". Section 3-103.
"Ordinary_care'. Section 3-103.
"Person entitled to enforce". Section 3-301.
YPresentmentll- Eeetien 3-504-
"Presentment". Section 3-501.
"Promise". Section 3-103.
'Protestl Seetion 3-509-
"Prove". Section 3-103.
'Seasndary pareyl- Seetion 3-3102-
"Teller's check". Section 3-104.
"Unauthorized signature", Section 3-403.
{4} (d) In addition article 1 contains general
definitions and principles of construction and
interpretation applicable throughout this article.
Sec. 76. That section 4-~-105, Uniform
Commercial Code, be amended to read as follows:
U4-105. Bepesitary banks intermediary bank: eoileacting
benk; payer bank; presenting banh; wremitbing bank
"Bank"; "depositary bank": "pavor bank": "in iary

bank": "collecting bank":; "presenting bank".
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In this article:;

(1)__"Bank" means a person endaged in the
business of banking,., including a savings bank, savings
i i credit union, or trust company:
uniess the eontext etherwisme requires-:

¢a} (2) "Depositary bank" means the first bank
to whieh take an item s transferrved for ecolieekien even
though it is also the payor bank, unless the item is
presented for immediate payvment over the counter:

¢k} (3) "Payor bank” means a bank by whieh an
item is payable as drawn or aceepted that is the drawee
of a draft:

¢e) (4) "Intermediary bank" means amy a bank
to which an item is transferred in course of collection
except the depositary or payor bank;

¢4} (5) "Collecting bank" means amy a bank
handling ®the an item for collection except the payor
bank;

¢e) (6) "Presenting bank" means amy a bank
presenting an item except a payor bank. =+

¢€) D"Remitting bank! meams any payeor oy
intermediary bank remitting for an item-

Sec. 77. That section 4-106, Uniform
Commercial Code, be amended to read as follows:

U4-106. Eeparate offiece of a bank- Pavable throuah or
pavable at bank: collecting bank.

A braneh er nseparate eoffiee of a bank
maintaining itm ewn depemit ledgers is a separate bank
fer the purpese of eomputing the time within whieh and
determining the piaece at or te whieh aektion may be €aken
er nekiees or orders shail be given under thin artieief

(a) If an item states that it is "payable
throuq h" bank identified in the item, (i) the item

signates the bank as a collecting bank and does not by
1tself authorize the bank to pay the item, and (ii) the
item mavy be presented for payment only by or through the

bank.

(b) If an item states that it is "pavable at"
a bank identified in the item, the item is equivalent to
a draft drawn on the bank.

(c) If a draft names a nonbank drawee and it
is unclear whether a bank named in the draft is a

codrawee or a collecting bank, the bank is a collecting

bank.

Sec. 78. That section 4-107, Uniform
Commercial Code, be amended to read as follows:
U4-107. TFime of rveceipt of items Separate office of

bank . =

€3} Fer €he purpemse of npilewing ¢€ime ¢€e
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preeeps items; preve batanees and make the neecepmary
entriea en its beeks te determine its pepitien fer the
day; a bank may €£ix an afterneen heur eof &we Pp-m- or
iater ams A ecut-eff hour feor the handiing of meney and
items and the malking of entriem en its beeks-

{2} Any item or depenit of money reececived en
any day after 2 eut-o0ff heur me fined er néfter the elonme
of the banking day may be trveated as being veeceived at
the opening ef the nent banking day-

A branch or separate office of a bank is a
separate bank for the purpose of computing the time
within which and determining the place at or to which
action may be taken or notices or orders must be given
under this article and under article 3.

Selci /SR That section 4-108, Uniform
Commercial Code, be amended to read as follows:

U4-108. Time of receipt of items.
(a)  For the purpose of allowing time to

process items, prove balances, and make the necessary
entries on i books ine i position for the

dav, a bank may fix an afternoon hour of 2 p.m. or later
as a cutoff hour for the handling of money and items and
the making of entries on jits books.

{(b) An item or deposit of money received on
any day after a cutoff hour so fixed or after the close
of the banking day may be treated as being received at
the opening of the next banking day. Beiays=-

¢} Uniess etherwime inskructed; a eelieeting
bank in a geed faith effoevt te meecure payment may; in
the eamse eof pgpeeifie items and with or witheut the
appreval ef any permsen inveived; waive; modify er entend
time Iimits impesed eor permitted by the Unéform
Cemmereial Cede fer a peried net in eneess ef an
additienal banhing day witheut dieseharge eof meeondary
partiem and witheut liabilikty ke its Etranmferer or any
prier party-

{2} Beilry by a eelleeting barnk er payer bank
beyend ¢ime 1limits pregeribed eor permitted by ¢€he
Uniferm Commereial Cede er by inmtruetiens ims exeumed i€
eadsed Py interruptien eof eommunicatien faeilitiess
suspengien eof payments by anekther bank; war; emergency
eenditions or ether eireumatances beyend the eentrei of
the bank previded it exereises sueh diltigenece as €he
eireumstanees requirer

Sec. 80. That the Uniform Commercial Code be
amended by addition of the following new section:
U4-109. Delays.

(a) Unless otherwise instructed, a collecting
bank in a good faith effort to secure pavment of a
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specific item drawn on a payor other than a bank, and
with or without the approval of anv person involved, may

waive, modify. or extend time limits imposed or
permitted by the Uniform Commercial Code for a period

not exceeding two additional banking days without
discharge of drawers or indorsers or liability to its
transferor or a prior party.

(b) Delay by a collecting bank or payor bank
bevond time limits prescribed or permitted by the code
or by instructions is excused if (i) the delay is caused
by interruption of communication or computer facilities.
suspension of payments bv another bank. war. emergency
conditions, failure of equipment, or other circumstances
bevond the control of the bank and (ii) the bank
exercises such diligence as the circumstances require.

Sec. 81. That the Uniform Commercial Code be
amended by addition of the following new section:
U4-110. Electrgnic presentment.

(a) Aqreement for electronic presentment”
means an agreement, clearinghouse rule, or federal
reserve requlation or operating circular, providing that
presentment of an item may be made by transmission of an
ipage of an item or information describing the item
("presentment notice") rather than delivery of the item

itself. The agqreement may__provide for procedures
governing retention, presentment. pavment, dishonor, and
other matters concerning items subiject to the aareement.

(b)) Presentment of an item pursuant to an

agreement for presentment is made when the presentment
notice is received.

(=S G Qres%ntmegt is made by presentment
notice, a reference to "item" or "check" in this article
means the presentment notice unless the context
otherwise indicates.

Sec. 82. That the Uniform Commercial Code be
amended by addition of the following new section:

U4-111. Statute of limitations.

: An action to enforce an obligation, dutv, or
right arising under this article must be commenced
within three vear r t acti accrues .

Sec. 83. That section 4-201, Uniform
Commercial Code, be amended to read as follows:
U4-201. Presumptien and duratien of egenesy status

Status of collecting banks as__agent and provisional
status of credits; applicability of article; item
indorsed "pay any bank'.

€3} (a) Unless a contrary intent clearly
appears and prier te before the time that a settlement
given by a collecting bank for an item is or becomes
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final, +¢subpeetion {3} eof wmeection 4-211 and meections
4-232 and 4-3313) the bank, with respect to the item, is
an agent or subagent of the owner of the item and any
settlement given for the item is provisional. This
provision applies regardless of the form of indorsement
or lack of indorsement and even though credit given for
the item is subject to immediate withdrawal as of right
or is in fact withdrawn; but the continuance of
ownership of an item by its owner and any rights of the
owner to proceeds of the item are subject to rights of a
collecting bank_ such as those resulting from
outstanding advances on the item and wvatid rights of

recoupment or setoff. When If an item is handled by
banks for purposes of presentment, payment and

collection, or return, the relevant provisions of this
article apply even though action of the parties clearly
establishes that a particular bank has purchased the
item and is the owner of it.

€23 (b) After an item has been indorsed with
the words "pay any bank" or the like, only a bank may
acquire the rights of a holder until the item hag been:

fa) unti} the item has been (1) returned to
the customer initiating collection; or

fb} unkit the ieem hap been (2) specially
indorsed by a bank to a person who is not a bank.

Sec. 84. That section 4-202, Uniform
Commercial Code, be amended to read as follows:
U4-202. Responsibility for collection or return; when

action seasenable timely.

€3} (a) A collecting bank must use exercise
ordinary care in:

¢a} (1) presenting an item or sending it for
presentment; and

¢k} (2) sending notice of dishonor or
nonpayment or returning an item other than a documentary
draft to the bank's transferor er diveetly ¢eo the
deponitary bank under subseetion (2} eof seetion 4-2313
after learning that the item has not been paid or
accepted, as the case may be; and

¢e3y (3) settling for an item when the bank
receives final settlement; and

¢dy making eor preovidimg £for any neeessary
pretemst; and

¢ey (4) notifying its transferor of any loss
or delay in transit within a reasonable time after
discovery thereof.

€2y A eelleeting banh €ahing preper ametien
before 3tp midnight deadliine feollewing receipt of an
item; netiece or payment acts semsernabiy; taking preper
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astion within a reasenably lenger time may be seasenabie
but the bank has the burden of se estabiishing-

(b) A collecting bank exercises ordinary care
under subsection (a) by taking proper action before its
midnight deadline following receipt of an item, notice,
or settlement. Taking proper action within a reasonably
longer time mavy constitute the exercise of ordinary
care, but the bank has f establishing
timeliness.

€3} (c) Subject to subsection €33} ¢a} (a)(l),
a bank is not liable for the insolvency, neglect,
misconduct, mistake, or default of another bank or
person or for 1loss or destruction of an item in the

possession of others or in transit. eor &nm the
ponsension 6f sthers-
Sec. 85. That section 4-203, Uniform

Commercial Code, be amended to read as follows:
U4-203. Effect of instructions.

Subject to the previsiens ef article 3
concerning conversion of instruments (section 3-420) and
{secetion 3-419) and the previmsiens of beth artiecie 3 and
thin artiele eeneerning restrictive indorsements
(section 3-206), only a collecting bank's transferor can
give instructions whieh that affect the bank or
constitute notice to it, and a collecting bank is not
liable to prior parties for any action taken pursuant to
sdelh the instructions or in accordance with any
agreement with its transferor.

Sec. 86 . That section 4-204, Uniform
Commercial Code, be amended to read as follows:
U4-204. Methods of sending and presenting; sending

diveet directly to payor bank.

€3} (a) A collecting bank must shall send
items by a reasonably prompt method, taking into
consideration any relevant instructions, the nature of
the item, the number of muelh those items on hand, and
the cost of collection involved, and the method
generally used by it or others to present sueh those
items.

¢2% (b) A collecting bank may send:

{2}y amy (1) an item direet directly to the
payor bank;

¢k} any (2) an item to eany a nonbank payor if
authorized by its transferor; and

¢te} eany (3) an item other than documentary
drafts to amny a nonbank payor, if authorized by federal
reserve regulation or operating lekter circular,
clearinghouse rule, or the like.

(c) Presentment may be made by a presenting
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bank at a place where the payor bank or other pavor has
requested that presentment be made.

Sec. 87. That section 4-205, Uniform
Commercial Code, be amended to read as follows:
U4-205. Guppiying missing indermement; ne netiece frem

prier sindermement Depositary bank holder of unindorsed
item.

If a customer delivers an i itary
bank for collection:

(1) the depositary bank becomes a holder of
the item at the time it receives the item for collection
if the customer at the time of delivery was a holder of
the item, whether or not the customer indorses the item.
and, if the bank satisfies the other requirements of
section 3-302, it is a holder in due course: and

(2) the depositary bank warrants to collecting
banks, the pavor bank or other pavor, and the drawer

that the amount of the item was paid to the customer or
deposited to the customer's account.

€3} A depenitary banrk whieh has taken an item
for eollectien may suppiy any indersement eof the
euptemer whieh 48 neecessary ke Eitle uniens the item
eontains the werds 'payeels indevsement required! or the
iike- In the absenee of sueh a requivement a pstatement
piaced on the item by the depesitary bank te the effeect
that the item was depensited by a eustemer or ervedited te
hies aeeeunt 8 effestive am the custemerls indersement-

¢2) An intermediary bank; er payer bank whieh
ig net n depenitary bank; is neither given netiee ner
othervine affected by a restriektive indermement of any
persen eneept the bank!s immedimte trensferer:

Sec. 88. That section 4-206, Uniform
Commercial Code, be amended to read as follows:

U4-206. Transfer between banks.

Any agreed method whieh that identifies the
transferor bank is sufficient for the item's further
transfer to another bank.

Sec. 89. That section 4-207, Uniform
Commercial Code, be amended to read as follows:

U4-207. Transfer warranties.

{a) A customer or collecting bank that
transfers an item and receives a settlement or other
consideration warrants to the transferee and to any
subsequent collecting bank that:

(1) the warrantor is a person entitled to
enf item;
{2) all signatures on the item are authentic

and authorized:

{3) the item has not been altered;
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{4) the item is not subject to a defense or
claim in recoupment (section 3-305(a)) of any party that
can be agserted against the warrantor; and

{5) the warrantor has no knowledge of any
insolvency proceeding commenced with respect to the
maker or acceptor or. in the case of an unaccepted
draft, the drawer.

(b) If an item is dishonored, a customer or
collecting bank transferring the item and receiving

settlement or other consideration is obliged to pay the
amount due on the item (i) according to the terms of the
item at the tlmg it was transferred, or (ii) if the
transfer was of l te item, according to its
terms terms when comp stated in sections 3-115 and
-407. The obligation of a transferor is owed to the
ransfergg and to any subsequent collecting bank that
takes the item in dgood faith. A transferor cannot

disclaim its obligation under thls subsection by _g*
indorsement stating that it is made "without recourse
or otherwise disclaiming liability.

{c) A person to whom the warranties under
subsection (a) are made and who took the item in good
faith may recover from the warrantor as damages for
breach of warrantv an amount equal to the loss suffered

as _a ggg t of the breach, but not more than the amount
of the item plus expenses and loss of interest incurred
as a result of the breach.

(d) The warranties stated in subsection (a)
cannot be disclaimed with rgﬁggg; to checks. Unless
notice of a claim for breach of warranty is given to the
warrantor within thirty davs after the claimant has
reason to know of the breach and the identity of the
warrantor, the warrantor is discharqed to the extent of
any loss caused by the delay in qiving notice of the

claim.
(e) A cause of action for breach of warranty
der this section accrues when the claimant has reason
;g know of the breach.
Warranties of ecustemer and eolieceting bank en transfer

or presentment of ikemms: time for elaimm-

¢3) Eash eustemer eor eeolleekting bank whe
ebtains payment or acceptanee of an item and each prier
eustemer and eoileesting bank warrants te the payer bank
ey other payor whe 4n geed faith pays er meeepts the
seem that

t{a) he has a good title ¢®o the item eor is
euthorined to obtain payment er aseeptanece on behalf of
one vho has a goed title: and

fP} he has ne hnewiedge that the signature of
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the maker eor draver is unautheriped; emeept that whins
warranky is met given by any euskemer or ecolieeting bank
that is & helder in due ecourse and acks in geed €faith

{3} te a maker with respeet te the maker!s ewn
signatures or

{3t} ¢e a drawer vwith respeet te the drawerls
own msigrature; whether or nekt the drawer ims alsme the
drawvees or

€34} €e an meeceptor of an item i€ the holder
in due eourme teek Ehe item after the aeceptanee or
ebtnined the aceeptanece withoeut hnewiedge +Ehat &he
drawerls signature was unautherimned-: and

fe} the item has net been materiatiy attered;
eneept that t€this warranty im net given by any eustemer
er eolleecting bank that is a helder in due eeourmse and
actns in geed faith

{3} €o the maher of a nete; or

€ty te the drawer of a draft whether or not
the dravwer ig aise the drawvees; oy

{iii) teo the aceepter of an item with respeect
e an alteraktien made prier te the aceeptanece if the
hoider in due ecourse teok the item after Ethe mecephances
even theugh the aeeeptanee previded Ipayable an
eriginally drawn! er equivalent terms: or

{iv) €e the maceeptor of an item with respeet
€te an alteratien made after the aeceepianee~r

{2} Baeh ecustemer and eolleeting bank whe
transfers mrn item and reeceives a settlement or other
eonnideration for it warvants ke him trvansferee and teo
any eaubsequent eelieeting bank whe talkes the ikem in
geed €aith that

¢8} he has a geed Eitle %6 Ehe item or ip
autherined ¢e ebtain payment or aceeptance on behaif of
ene whe has a geed title mand the transfer is ethervwise
vightful: and

tb} &ali signatures are genuine er autherined:
and

te} €he item has net been materiaiiy atteved:
and

td} ne defense of any party in geed againmé
hims+ and

te} he has ne knewiedge ef any inmelveney
preceeding snptituted with vrespeet o the mahkeyr or
aceceptor or the drawer of an unaccepted item- in
additien epeh euptemey and estlecting bank =se
tranaferring an item and reeeciving A mettlement or othey
eenpideratien engages E£hat upen dishener and any
neecesaary netice of dishener and pretest he will: take up
the item-
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{3} The warraneies and the engagement te hener
set forth 4in the ¢we preeceding subsections arise
netwithatanding the absence of indorsement or werds ef
guaranty eor varranty in the transfer or presentment and
a eoliecting bank remains 3liable €or their breaeh
despite remittanee teo its tEransferer- Pamagen feor
breaech ef sueh warranties or engagement e hener shail
not emneeed the eensideration reeceived by the ecustemer or
eotieeting bank respensiblie plus Sfinanee eharges and
enpenses related ke the item; if any-

{4} Yniess a elaim fer breach of warranty
under ¢this seetion is made within a reasenable &ime
after the persen elaiming 1learns of the breachs the
persen iiabie is disecharged to the entent of any less
caused by the deiay in making elmim-

Sec. 90. That section 4-208, Uniform
Commercial Code, be amended to read as follows:

U4-208. Presentment warranties.

{a) 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 payment or
acceptance. at the time of presentment, and (ii) a
previous transferor of the draft, at the time of
transfer, warrant to the drawee that pays or accepts the
draft in good faith that:

{1)__the warrantor is, or was, at the time the
warrantor transferred the draft. a person entitled to
enforce the draft or gy;hgg;ggg to obtain payment or
acceptance of the draft on behalf of a person entitled
to enforce the draft;

(2)_the draft has not been altered; and

(3) the warrantor has no knowledge that the
signature of the purported drawer of the draft is
unauthorized.

(b) A drawee making payment may recover from a
warrantor damages for breach of warranty equal to the
amount paid by e drawee less the amount drawee
received or is entitled to receive from the drawer
because of the payment. In addition, the drawee is
entitled to compensation for expenses and loss of
interest resulting from the breach. The right of the
drawee to recover damages under this subsection is not

affected bvy any failure of t drawee to exercise
ordinary care in making payment. If the drawee accepts
the draft (i) breach of warranty is a defense to the
obligation of the acceptor, and (ii) 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.
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{c) If a drawee asserts a claim for breach of

warranty under subsection (a) based on an unauthorized
indorsement of the draft or an alteration of the draft,
the warrantor may defend by proving that the indorsement
is effective under section 3-404 or 3-405 or the drawer
is precluded under section 3-406 or 4-406 from asserting

against the drawee the unauthorized indorsement or
alteration.
(d) If (i) a dishonored draft is presented for

payment to the drawer or an indorser or (ii) any other

item is presented for pavment to a party obliged to pay
the item, and the item is paid. the person obtaining
payment and a prior transferor of the item warrant to

the person making payment in dgood faith that the
warrantor is, or was, at the time the warrantor
transferred the item, a person entitled to enforce the

item or authorized to obtain payment on behalf of a
person i rce the item. The person making
payment may recover from any warrantor for breach of
warranty an amount equal to the amount paid plus

expenses and loss of interest resulting from the breach.

(e) The warranties stated in subsections (a)
and (d) cannot be disclaimed with respect to checks.
Unless notice of a claim for breach of warranty is given

to the warrantor within thirty days after the claimant

has reason to know of the breach and the identity of the
extent of

warrantor, the warrantor is discharaed to the
any loss caused by the delay in giving notice of the

claim.

(f) A cause of action for breach of warranty
under this section accrues when the claimant has reason
to know of the breach.

Seeurity inteareat of eelliecting bank in itemss
aecompanying decuments and preceeds:

€3} A bank hap a peeurity interest in amn ikem
and any aceempanying deecuments or the preceeds of either

f{a} in ease ef an item depesited in an aeeount
te the entent +e whieh eredit given for the item has
been withdrawn or applieds

tb} in eame ef an tkem feor whieh it ham given
eredit availeble feor withdrawal ae ef right; e the
entent of the eredit given whether er net the eredit is
drawn upen and whether er net there iam a right of
eharge-backs or

te}y € it makes an advanee en eor against Ehe

item~

¢2} When eredit whieh has been given feor
several items received aE ene Eime eor pursuant e a
singie ngreement is withdrawn eor appiied in part the
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seeurity intevemt remains upen all the itemm; any
aceempanying deecuments eor the preeceedn of either- Feor
the purpese of this seekien; eredits given are §£irnt
withdrawn=-

€3} Reeeipt by a eolleceting bank of a £final
setelement for an iktem im a realimatien en itm meeuritky
interest on the item; aeceompanying deeuments and
preceedn- Fe the ewtent and se leng as the bank dees
net reeeive f£inal pettlement for the item or give up
pessension of the item eor acecompanying deecumentm for
purpeses eother &than eolleection; the meeurikty interest
eontinuens and is mubjeet te the previmienm of artiele 9
eneept that

ta) ne seecurity agreement is neeessary ke make
the neeurity interest enforceabie ¢(submeection (1}¢{b) of
Seetion 9-3033)+: and

th) ne €filing &8 requivred teo perfeet the
seeurity intevemt: and

te} ¢€he meeurity interent has prierity over
eonflieting perfected seecurity interests in Ehe items
aceompanying decumenks or preceedn-

Sec. 91. That section 4-209, Uniform
Commercial Code, be amended to read as follows:

U4-209. Encoding and retention warranties.

(a) A person who encodes information on or
with respect to an item after issue warrants to anvy
subsequent collecting bank and to the payor bank or
other pavor that the information is correctly encoded.
If the customer of a depositary bank encodes, that bank
algo makes the warranty.

{b) A person who undertakes to retain an item
pursuant to _a.n_gmm_f.a.:_ﬂmnnnm__n:sagntm_
warrants to anyv asubsequent collecting bank and to the
payor bank or other pavor that retention and presentment
of the item comply with the agreement. If a customer of
a_depositary bank undertakes to retain an item that
bank alsoc makes this warrantv.

(c) A person to whom warranties are made under
this section and who took the item in good faith may
recover from the warrantor as damages for breach of
warranty an amount egqual to the loss suffered as a
result of the breach, plus expenses and loss of interest
incurred as a result of the breach.

When benk gives vatue for purpeses eof helder 3in due
course-

Fer purpeses of determining its status as a
helder in due eceurse; the bank has given value €eo the
erntent that 4t has a sesurity interest in an item
previded that the bank otherwise ecomplies with the
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requirements eof peetion 3-302 en what eonmtikutes a
heider in due eourse-

Sec. 92. That section 4-210, Uniform
Commercial Code, be amended to read as follows:
U4-210. Security interest of collecting bank in items,
accompanying documents and proceeds.
(a) A collecting bank has a security interest
in an item and any accompanying documents. or the
proceeds of either:

(1) in case of an item deposited in an
account, to the extent to which credit given for the
item has been withdrawn or applied:

(2) in case of an item for which it has given

credit available for withdrawal as of right, to the
extent of the credit agiven, whether or not the credit is

drawn upon or there is a right of charge-back: or
(3) if it makes an advance on or against the

(b) If credit given for several items received
at one time or pursuant to a single agreement is
withdrawn or applied in part. the security interest
remains upon all the items, any accompanvina documents,
or the proceeds of either. For the purpose of this
section, credits first given are first withdrawn.

(c) Receipt bv a collecting bank of a final
gsettlement for an jtem is a realization on its security
interest in the item, accompanyina_ documents. and
proceeds. So long as the bank does not receive final
settlement for the item or give up possession of the
item or accompanving documents for purposes other than
collection, the security interest continues to that
extent and is subject to article 9, but:

(1) no security adgreement is necessarvy_to make
the security interest enforceable (section 9-203(1)(a)):

(2) no filing is required to perfect the
securityv_interest: and

(3) the security interest has prioritv over
conflicting perfected security interests in the item,

accompanving documents, or proceeds.
Presentment by netice of item net payabie by; through eor

at A bank; liability ef seeondary parties-

€31} Unless otherwise inptruected; a eoileeting
bank mey present an item net payabie by; through or at a
bank by sending e the party to aeceept er pay a written
nettee thmt the bank helds the ttem for aceeptance or
payment- The netiee must be sent in time te be reeeived
en or before the deay when presentment is due and the
bank must meet any requirement of the party to aceept or
pay under seetien 3-585 by the elese of the bankls next
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banhing day after it hknews of the requivement-

£{2) Where presentment is made by netiece and
neither heoner ner request feor ecompiianece with [
requivement under meetion 3-505 im veaseived by the eslenme
ef business on the day after maturiky er im the ease of
demand items by the eleme of business eon the third
banhing day after netiee was ment; the premsenting banhk
may treat the iktem nam dishenered and eharge any
secsondary party by sending him notiee of the fnets-

Sec. 93. That section 4-211, Uniform
Commercial Code, be amended to read as follows:
U4-211. When bank gives value for purposes of holder in
due course.

For purposes of determining its status as a
holder in due course, a bank has given value to the
extent it has a security interest in an item, if the

bank otherwise complies with the requirements of section
3-302 on what constitutes a holder in due course.
Medin of remittmnee: previsienal mnd £inal meteiement in
remitbtanece eamenm-

t3) A eolleecting bank may take in metelemant
of an item

f{ay o eheelt of the remitking bank eor of
anether bank en any bank exesept the vemiteing bank; ey

t8) a eashieris echeek ar mimiiar primavy
ebligatioen of a remitting bank whieh im a member eof or
elears ¢threugh a member eof the same eleavingheuse o
group as the eolieccting bank: er

{2} npprepriate aunthewity te eharge an mceeunt
of the remitting bank er ef anether bank with the
ealleeting banks eor

fd) 4if the item im drawn upen eorv payabie by a
persen eother than a bank; a eashierls eheel; ecertified
eheely or other bank cheek or obiigation-

€323 1€ Bbefere itm midnight deadiime the
eellecting bank preperiy disheners a remitéanee eheak ov
autherisation ®eo echarge eon itmeilf eor prements oy
forwards for ecolleection 2 remitbanee inmtrument eof or on
enother bank whieh is o€ a kind appreved by subseetion
€3) or hams net been authorimed by it; the eeolleeting
bank is net liable ke priewr parties in the event eof the
dishener of sueh eheek; instrument or muthevimatien-

€33 A mettiement for amn item by means eoef a
remittanee inptrument or autherimaktien ke charge is ow
beeemen r £inal settlement as €o beth the permsen making
and the pevaen reeeiving the settlement

fa) i€ the remitEanae instrument or
adtherinntion €te echarge s ef a kind appreved by
subseetion (1) or ham net been autherimed by the persen
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reeeiving the settlement and in either emase the permsen
receiving the mettlement aets peasenably before its

midanight deadiline in presenting; forvarding for
eolieckion or peying the inskerument or
aukhorinatiens;--at the time the remittanee insErument or

autherination im finaily patd by the payer by whieh it
is payables

tb} i€ the permsenm reeeiving the sekttlement han
autherined vemittanee by a nenbank eheeck or ebligatien
er by a eashierlas eheek or similar primary ebligation ef
er n eheek upen the payer or other remitting bamk whieh
ia net of a kind appreved by subseetieon {1}{b};--at Ehe
Bime of Ethe reeeipt ef sueh remittanse cheek oy
ebligatiens ey

fe} +f in A eame net eevered by subparagraphms
{a} er {b} the persen receiving the settlement faiisg ¢o
sessennbly present; €ferward feor collestieon; pay eor
return a remittanee inptrument or autherimatien ke it teo
eharge before itm midnight deadlime;--at sueh midnight
dendiine-

Sec. 94. That section 4-212, Uniform
Commercial Code, be amended to read as follows:
U4-212. Presentment by notice of item not pavable by,
through, or at a bank; liability of drawer or indorser.

(a)  Unless otherwise instructed, a collecting
bank may present an item not payable bv, through, or at
a bank by sending to the party to accept or pay a
written notice that the bank holds the item for
acceptance or payment The notice must be sent in time
to be received on or befgrg the day when presentment is
due and the bank must meet any requirement of the party

to accept or pay under gection 3-501 by the close of the
bank's next banking day after it knows of the
requirement.

(b) If presentment is made by notice and
payment, acceptance, or request for compliance with a
requirement under section 3-501 is not received bv the

close of business on the day after maturity or, in the
case of demand items, by the close of bu31ness on_ the

third banking day after notice was sent, the presenting
bank may treat the item as dishonored and charge any
drawer or indorser by sending it notice the cts.
Right of eharge-baek e¥ refund-

€1} If a eslieceting bBank has made previsienai
settlement with #&s eustemer €6er an item and itpeif
£mils by reasen ef dishener; suspensien ef payments by a
bank er etherwise te reeceive r settlement for &the item
whieh ims er beeemes £inal; +¢the bank may revehe the
settiement given by it; charge baek the ameunt eof any
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eredit given feor the item ke iks ecustemeris pecount or
ebtain refund frem its euntemer whether or neot it is
abie te return the items if by its midnight deadline o
within a lenger vreasenable &ime after it learns the
faeks it returns the item or sends netifiepbion of the
factsr These rights &e revehes ceharge backh and ebtatn
refund terminate if and when a settliement for the item
reeceived by the banh is or beeomes final {mubseetion ¢3}
of FEeeation 4-21% and subseekions {3} and €3} of Festion
4-333)-

€2} Wikthin the time and manner preseribed by
this section and Seetion 4-301: an intermediary or payer
bank; as the ease may be; may rekturn an unpatd item
direetly ¢o the depesitary bank and may wesend for
eslliestion a draft on the depesitary banh and ebtain
reimbursement~ In sueh ease; if the depesitary bank has
reeeived previmienal settlement for the tkem; i€ must
reimburse the bank drawing the drafe and any previsienai
eredits fer the item between banks shail beceme and
remain final-

{3} A depositary bank whieh is alse the payeor
may echarge back the ameunt ef an item to itn ecumtomerls
ageount or ebtain refund in aeceordanee with the seection
governing return of am item reeeived by a payer bank Sor
eredit on its beeks {(Sestion 4-36%1)-

€4} The right to eharge bach is net affected
by

{a} prier use of the eredit given for the
items or

tby failure by any bank teo enereise erdinary
eare with respeet te the ttem bukt any bank se fatling
remains liabie-

€5} A €failure ko charge back or elaim refund
does net affect other rights ef the bank against the
eustemer oy any other parey-

$6) ¥f ewvedit im given im deilars am the
equivaient of the value of an item payabie in a fovreign
eurreney the deliar ameunt eof any eharge-bank or refund
shati be eateuiated on the banis of the buying sight
rate for the foreign eurreney prevailing enm the day when
the persen entitied te the eharge-bach er refund iearns
that it wili not reeceive payment in erdinary eceurse-

Sec. 95. That section 4-213, Uniform
Commercial Code, be amended to read as follows:

U4-213. Medium and time of settlement by bank.

(a) With respect to settlement by a bank, the
medium and time of settlement may be prescribed by
federal reserve requlations or circulars, clearinghouse
rules. and the like, or aagreement. In the absence of
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such prescrintion:

(1) edium of settlement is ca dit
to an acgcount in a federal reserve bank of or specified
by the person to receive settlement: and

(2) the time of settlement, isg:

(i) w1th res ngg to tender of settlemen by
cash, a cashier's check, or teller's check. whgn thg
cash or check is sent or gg¥; ered:

(ii) with respect to ;ggdg; of settlement by
credit in an account in a federal reserve bank. when the
credit is made:

(iii) with respect to tender of settlement by
a credit or debit to an account in a bank. when the
credit or debit is made or. in the case of tender of
settlement by authority to charge an account., when the
authority is sent or delivered: or

(iv) with respect to tender of settlement by a
funds transfer, when payment is made pursuant to section
4A-406(a) to the person receiving settlement.

{b) If the tender of settlement is not by a
medium authorized by sgp ection (a) or the time of
settlement is not fixed by subsection (a). no settlement
occurs until the tender of settlement is accepted by the
person receiving settlement.

: settlement for an item is made by
cashier's check or teller's check and the person
receiving settlement, before its midnight deadline:

(1) presents or forwards the check for
collection, settlement is final when the check is
finally paid; or

(2) fails to present or forward the check for
collection, settlement is final at the midnight deadline
of the person receiving settlement.

{d) If settlement for an item is made by
giving authority to charage the account of the bank
givinag settlement in the bank receiving settlement,
settlement is final when the charge is made by the bank
receiving settlement if there are funds available in the
account for the amount of the item.

Final payment of ikem by payer bank; when previsienai
debits nand eredits become final; when ecereain eredits
beeome available for withdrawai-

¢1) An item is £inally paid by =& payer bank
when &he bank has dene any of the foilewingy whichever
happens firsts

fa} paid €the item in eash; er

tb} settled for the item witheut reserving a
right te revehe the sethiement and witheut having sueh
right under setatute; elearingheuse rule or magreement; or
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te} ecompleted the process of pesting the item
te the indiented necount of the drawer; maker or sther
person to be eharged therewith: or

¢d) made a previsional msettlement for the ikem
and failed te vevelte the nektlement in the ¢€ime and
manner permitted by ntatute; elearingheuse ruie o»
agreement -
Upen a f£inal payment under subparagraphs {(b}; (e} or {d}
the payer bank shaiil be aceountable for the amount of
the item-

€2} 3If previsienal settiement for an item
between the presenting and payer banks is made throush a
elearingheune or by debitms or eredits in arn aeceount
between them; then to the entent that previsienal debiks
or eredits for the item are entered in accounts between
the presenting and payer banks er between the presenting
and sueeessive prier ecolleecting banks seriatim; they
beeome €inal upen finai payment of the item by the payer
bank-

t3) ¥If a eollecting bank reeeives a settlement
for an item whiech is or beocemes final {subseetien {3} eof
Eeetien 4-3131; subseetion ¢2} eof Seetien 4-213) the bank
8 mecountablie to its eustemer for the ameunt of the
item and any previsienal eredit given for the item im an
aceount with its eusteomer becomes final-

£4) Bubjeet €o any right of the bank te appily
the eredit te an ebligatien of the eustomer, eredit
given by a bank fer an item in AR aceceunt with itg
euntemer beecomes availabie for withdrawal am ef right

ta} in eny ease where the bank hams reeeived a
previsienal mettlement for the item;--when sueh
seteiement becomes £inal and the bank has had a
reasenable time to learn that the pettliement im finai-

¢b} in any ease where the Pbank is beth a
depesitary bank and a payer bank and the item is €inaiiy
paid;--at the eopening of the banklis meeond banking day
following receipt of the ikem-

¢5) A depeait of meney in m bank is final when
made but; subjeet teo any right of the bank &e apply the
depesit €eo an obligatieon ef the ecustemer; the depesit
becomes avaitable for withdrawnl as of right at €he
epening of the bank's nent banking day foliewing receipt
of the depomit-

Sec. 96. That section 4-214, Uniform
Commercial Code, be amended to read as follows:
U4-214. Right of charge-back or refund; liability of
collecting bank: return of item.

(a) If a collecting bank has made provisional
settlement with its customer for an item and fails by
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reason of dishonor, suspension of payments by a bank, or
otherwise to receive a settlement for the item which is
or becomes final, the bank may revoke the settlement
given by it, charge back the amount of any credit given
for the item to its customer's account, or obtain refund
from its customer, whether or not it is able to return
the items, if by its midnight deadline or within a
longer reasonable time after it lgaxna the facts it
ns t i s notifj n fa
the return or notice is delaved beyvond the bank's
midnight deadline or a longer reasonable time after it
learns the facts. the bank may_revoke the §g;; ement ,
charge back the credit, obtain refund from its
customer, but it is llable for any loss resulting from
the delay. These rights to revoke, charge back, and
obtain refund terminate if and when a settlement for the
item received by the bank is or becomes final.

(b) A collecting bank returns an item when it
is sent or delivered to the bank's customer or
transferor or pursuant to its instructions.

{(c) A depositary bank that is also the pavor
may charge back the amount of an item to its customer's
account or obtain refund in accordance with the section
governing return of an item received by a pavor bank for
credit on its books (section 4-301).

(d) The right to charge back is not affected

by:
(1) previous use of a credit given for the

item: or

(2) failure by any bank to exercise ordinary
care with respect to the item, but a bank so failing
remains liable.

(e) A failure to charge back or claim refund
does not affect other rights of the bank against the
customer or any other party.

(f) If credit is given in dollars as the
equivalent of the value of an item payable in foreign
money, the dollar amount of any charge-back or refund
must be calculated on the basis of the bank-offered spot
rate for the foreign money prevailing on the davy when
the person entitled to the charge-back or refund learns
that it will not receive payment in ordinary course.
inseiveney and prefervenee-

£1) Any item in or eeming inte the pessessien
ef A payer er eelieeting bank whieh suspends payment and
whiech item ip net finmlly paid shail be veturned by the
reeeiver, Etrustee a¥ agent in eharge of the eiesed bank
te the presenting bank er the elosed bankls eustemer-:

€2y ¥f a payer bank finmily pays an item and
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suspends payments witheut making a setbiement for the
item with sts customer or the prementing bank whieh
metelement in or becomes £inal; the ewner oef the item
has a preferred elaim against the payer bank-

¢33 If a payer bank gives or n eelieecting bank
gives eor reeseives a provisienal mektliement for an ftem
and thereafter sumspends payments; the puUapensien deens
net prevent eor interfere with the settlement beceming
finat 2f mueh finatity eoeceurm autematieally upen the
iapse of eertain time or the happening of eertain events
{oubsection (3} of Seetien 4-311; subseeckions {(1}¢(d);
€23 and ¢3) of Seetion 4-233)-

€4 ¥¢ a eolleeting bank reaeiven fvem
subsegquent parties settiement for an ttem whieh
mettiament s or beecomes £inal and suspends payments
witheut mahing a setklement for the dtem with i&p
euntemer whieh in or beecomes final; the owner of the
ttem has a preferred elnim againat sueh eellecting bank-

Sec. 97. That the Uniform Commercial Code be
amended by addition of the following new section:

U4-215. Final payment of item by pavor bank: when
nrovisional debits and credits become final: when
rtain its m vailable £ withdrawal.

(a) An item is finallyv paid by a pavor bank
when the bank has first done any of the following:

(1) paid the item in cash:

{2) settled for the item without having a
right to revoke the settlement under statute,
clearinghouse rule, or agreement: or

(3) made a provieional settlement for the item
and failed to revoke the settlement in the time and
manner permitted by statute, clearinghouse rule, or
agreement .

(b) If provisional settlement for an item does
not become final, the item is not finally paid.

{c) 1f provisional settlement for an item
between the presenting and pavor banks is made through a
clearinghouse or by debits or credits in an account
between them, then to the extent that provisional debits
or credits for the item are entered in accounts between
the presenting and payor banks or between the presenting
and successive prior collecting banks seriatim, they
become final wupon final payment of the items by the

vor bank.

pa

{d)_If a collecting bank receives a settlement
for an item which is or becomes final, the bank is
accountable to its customer for the amount of the item
and any provisional credit given for the item in an

a unt wi a
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(e) Subject to (i) applicable law stating a
time for availability of funds and (ii) any right of the
bank to apply the credit to an obligation of the
customer, credit given bv a bank for an ijitem in a
customer's account becomes available for withdrawal as

of right:
(1) if the bank has received a p_gylglgg al
settlement for the item., w t settle mes
inal a th nk has had a r nable time to receive

return of the item and the item has not been received
within that time;

(2) if the bank is both the depositary bank
and the payor bank. and the jitem is finallv paid., at the
openinag __of the bank's second bankina dav following
receipt of the item.

{f) Subject to applicable law stating a time
for availability of funds and any right of a bank go
applv a deposit to an obligation of the depositor. a
deposit of money becomes avai Léblg for withdrawal as of
right at the opening of the bank's next banking day
after receipt of the deposit.

Sec. 98. That the Uniform Commercial Code be
amended by addition of the following new section:
U4-216. Insolvencv and preferenc

f{a) If an item is in or comes into the
possession of a pavor or collecting bank that suspends
pavment and the item has not been finally paid, the item

must be returned by the receiver, trustee, or agent in
charge of the closed bagg to the presenting bank or the
o

(b) If a Davor bank finally pavs an item and
suspends pavments without making a settlement for the
item with its customer or the presenting bank which
settlement is or becomes final, the owner of the item
has a preferred claim against the pavor bank.

{c) If a pavor bank gives or a collecting
agives or receives a provisional settlement for an ;gm
and thereafter suspends payments, the suspension does
not prevent or interfere wl&hﬁﬁhg_sgttlgment'g becoming
final if the finalitvy occurs automatically upon the
lapse of certain time or the happening of certain
events.

(d) If a_ collecting bank receives from
subsequent parties settlement for an iiem, which
settlement is or becomes final and the bank suspends
payments without making a settlement for the item with
its customer which settlement is or becomes final, the
owner of the item has a preferred claim against the

collecting bank.
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Sec. 99. That section 4-301, Uniform
Commercial Code, be amended to read as follows:
U4-301. Deferred posting; recovery of payment by return
of items; time of dishonor; return of items by pavor
bank.

£3) Where an autherimed setkiement (a)
payor bank settles for a demand item ¢ other than a
documentary draft ) reeeived by a payor bank presented
otherwise than for immediate payment over the counter
has been made before midnight of the banking day of
receipt, the payor bank may revoke the settlement and
recover any payment i€ the gettlement if, before it has
made final payment ¢{subseetion {1} of Eeetien 4-233) and
before its midnight deadline, it

€2} (1) returns the item; or

£} (2) sends written notice of dishonor or
nonpayment if the item is held feor protest or is
etherwise unavailable for return.

€2 (b) If a demand item is received by a
payor bank for credit on its books, it may return esueh
the item or send notice of dishonor and may revoke any
credit given or recover the amount thereof withdrawn by
its customer, if it acts within the time limit and in
the manner specified in the preeeding subsection (a).

€33 (c) Unless previous notice of dishonor has
been sent, an item is dishonored at the time when for
purposes of dishonor it is returned or notice sent in
accordance with this section.

€4} (d) An item is returned:

¢ (1) as to an item reeeived presented
through a clearinghouse, when it is delivered to the
presenting or last collecting bank or to the
clearinghouse or is sent or delivered in accordance with
t€s clearinghouse rules; or

€k (2) in all other cases, when it is sent or
delivered to the bank's customer or transferor or
pursuant to hies instructions.

Sec. 100. That section 4-302, Uniform
Commercial Code, be amended to read as follows:
U4-302. Payor bank's responsibility for late return of

item.

in the absence of a valid defense sueh an
breash of a presentment warranty {(subseection (1) of
Beetion 4-7207); sektilement effeeted or the 1like; &f (a)
1f an item 1is presented em to and received by a payor
bank, the bank is accountable for the amount of:

a3y (1) a demand item_ other than a
documentary draft, whether properly payable or not, if
the bank, in any case whewre in which it is not also the
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depositary bank, retains the item beyond midnight of the
banking day of receipt without settling for it or,
regardienss of whether or not it is also the depositary
bank, does not pay or.return the item or send notice of
dishonor until after its midnight deadline; or

¢k} (2) any other properly payable item
unless, within the time allowed for acceptance or
payment of that item, the bank either accepts or pays
the item or returns it and accompanying documents.

(b) The 1liability of a payor bank to pay_an
item pursuant to subsection (a) is subject to defenses
based on breach of a presentment warranty (section
4-208) or proof that the person seeking enforcement of
the liability presented or transferred the item for the
purpose of defrauding the payor bank.

Seci.t+ 101 That section 4-303, Uniform
Commercial Code, be amended to read as follows:
U4-303. When items subject to notice, step-erder

stop-pavyment order, legal process, or setoff; order in
which items may be charged or certified.

¢33 (a) Any knowledge, notice, or step-erder
stop-payment order received by, legal process served
upon, or setoff exercised by a payor bank; whether or
net effeetive under ether »ules eof iaw 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
the item; eemes tee late Ee me terminates; suspend eor
medify pueh wight or dukty if the knowledge, notice,
step-order stop-payment order, or legal process is
received or served and a reasonable time for the bank to
act thereon expires or the setoff is exercised after the
bank has dene any earliest of the following:

{a} meecepted or certified (1) the bank accepts
or certifies the item;

tb)y paid (2) the bank pays the item in cash;

te) mettied (3) the bank settles for the item
without reservimg having a right to revoke the
settlement and witheut having sueh right under statute,
clearinghouse rule, or agreement;

{d} ecompileted the procenn of pesting the item
te £he indiented aeecount of the dvawer; malher or ether
persen te be echarged Eherewith o etherwige has
evideneed by enamination of aueh indiented aecount and
by metion itms deeigien te pay the item: or

te} beeeme (4) the bank becomes accountable
for the amount of the item under subseetien ¢(13}¢{d) of
seetien 4-233 and section 4-302 dealing with the payor
bank's responsibility for late return of items; or

{5) with respect to checks, a cutoff hour no
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earlier than one hour after the opening of the next
banking dav after the banking day on which the bank
;ggg;yed the check and no later than the close of that

nex banking day or, if no cutoff hour is fixed, the
glgsg of the next bankinag day after the bankinaga davy on
which the bank received the check.

€23 (b) Subject to the previsiens eof
subseetion (1) gubsection (a), items may be accepted,
paid, certified, or charged to the indicated account of
its customer in any order. eenmvenient te the bank-

Sec. 102. That section 4-401, Uniform
Commercial Code, be amended to read as follows:

U4-401. When bank may charge customer's account.

¢} As against its eustemer; a (a) A bank may
charge against his er her the account any item whieh is
etherwimse of a customer an item that is properly payable
from that account even though the charge creates an
overdraft. An item is properly pavable if it is
authorized bv the customer and is in accordance with any
agreement between the customer and bank.

(b)_A customer is not liable for the amount of
an overdraft if the customer neither signed the item nor
benefited from the proceeds of the item.

{c) A bank may charge against the account of a
customer a ggggk that is otherwise properly pavable from

en t agh payment was made before the

date of g hggk _unless the customer has given notice

to the Qé of the postdating describinag_the check with
reasonable certainty. The notice is effective for the
peri stated in sectio 4-403(b) for stop-payment
orders. and must be received at such time and in such
manner as to afford the bank a reasonable opportunity_ to

act on jt before the bank takes any action with respect
to the check described in section 4-303. If a bank

charges against the account of a customer a check before
the date stated in the notice of postdatinag. the bank is
liable for damages for the loss resulting from its act.
The loss may include damages for dishonor of subsequent
items under section 4-402.

€23 (d) A bank whieh that in good faith makes
payment to a holder may charge the indicated account of
its customer according to:

ta} (1) the original tener ef his or her terms
of the altered item; or

t¢b3) (2) the tener of him er her terms of the
completed item, even though the bank knows the item has
been completed unless the bank has notice that the
completion was improper.

£3) A bank may charge against the aceceunt of a
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eustomer any item that ims eotherwise preperiy payabile
frem that aeceount even though payment was made before
the date of the eheek unliess &he eustemer has given
netiee te the bank of the pestdating desmeribing the item
with vemsenable ecertaintyr The notiece will be effestive
as mtaked in eubpeetion {2} of peetion 4-403 fer smtep
orders and must be reeeived at sueh time and in sueh
manner as to mfferd the bank a reamonabie epportunity ke
met on it prier te any aetien by the bank with respeet
te the item deseribed in subdivisiens ¢1)¢b}; <(e}; and
{d) of meetiom 4-303-

Sec. 103. That section 4-402, Uniform
Commercial Code, be amended to read as follows:
U4-402. Bank's 1liability to customer for wrongful
dishonor; time for determinina insufficiency of account.

{a) Except as otherwise provided in this
article, a pavor bank wronagfully dishonors an item if
its dishonors an item that is proverly pavable., but a
bank may dishonor an item that would create an overdraft
unless it has agreed to pay the overdraft.

(b) A payor bank is liable to its customer for
damages proximately caused by the wrongful dishonor of
an item. When ¢€he dimshener eoeceurs through mistake
iiebitity Liability is limited to actual damages proved-
I€ se premimately eaused and proved damages and may
include damages for an arrest or prosecution of the
customer or other consequential damages. Whether any
consequential damages are proximately caused by the
wrongful dishonor is a question of fact to be determined
in each case.

{c) A payor bank's determination of the
customer's account balance on which a decision to
dishonor for insufficiency available funds is bas
may be made at any_ time between the time the item is
received by the pavor bank and the time that the payor
bank returns the item or gives notice in lieu of return,
and no more than one determination need be made. If, at
the election of the pavor bank, a subseguent balance
determination is made for the purpose of reevaluating
the bank's decision to dishonor the item. the account
balange at that time is determinative of whether a
dishonor for insufficiency of available funds is
wrongful .

Sec. 104. That section 4-403, Uniform
Commercial Code, be amended to read as follows:
U4-403. Customer's right to stop payment; burden of
proof of loss.

¢33 (a) A customer may by erder ¢&e his bank
step payment of any item paymbie for his aceeunt but the
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erder must be or any person authorized to draw on the
account if there is more than one person may_stop
payment of any item drawn stomer's account or
close the account by an order to the bank describing the
item or account with reasonable certainty received at
sueh a time and in sueh mamnmer am €e afford a manner
that affords the bank a reasonable opportunity to act on
it prier ¢o before any action by the bank with respect

to the item described in section 4-303. 1f the
s8ignature of more than one person is regui to draw on

an account, any of these persons may stop payment or

close the account.
{b) A stop-payment order is effective for six

months, but it lapses a fourteen cal r days if
the original order was oral and was not confirmed in
writing within that period. A stop-payment order may be
renewed for additional gix-month periods by a writing
given to the bank within a_ period during which the

stop-payment order is effective.

t2}3 An eoral erder is binding upen the banhk
enty for feurteen eanlendar days uniess eenfirmed in
writing within that peried- A writken order ip
effeetive for enly min menths uniess wenewed in writing-

£33} (c) The burden of establishing the fact
and amount of loss resulting from the payment of an item
contrary to a binding step payment erder is on the

eustemer stop-pavment order or order to close an account
is on the customer. The loss from pavment of an item
contrary to a stop-payment order may include damages for
dishonor of subsequent items under section 4-402.

Sec. 105. That section 4-405, Uniform
Commercial Code, be amended to read as follows:

U4-405. Death or incompetence of customer.

t*} (a) A payor or collecting bank's authority
to accept, pay, or collect an item or to account for
proceeds of its collection, if otherwise effective, is
not rendered ineffective by incompetence of a customer
of either bank existing at the time the item is issued
or its collection is undertaken if the bank does not
know of an adjudication of incompetence. Neither death
nor incompetence of a customer revokes sueh the
authority to accept, pay, collect, or account until the
bank knows of the fact of death or of an adjudication of
incompetence and has reasonable opportunity to act on
it.

€23 (b) Even with knowledge, a bank may for
ten days after the date of death pay or certify checks
drawn on or prier &e before that date unless ordered to
stop payment by a person claiming an interest in the
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account.

Sec. 106. That section 4-406, Uniform
Commercial Code, be amended to read as follows:
U4-406. Customer's duty to discover and report

unauthorized signature or alteration.

¢33 When a benk sends e its eustemer a
statement of aceeunt neccompanied by items paid in geed
faith in puppert ef the dekbit entries or heids €he
seatement and ikems pursdyant e a requent er
ingEruetions ef EXLC] euptemer o¥ eotherwise 3in a
reasenabie manner makes Ehe sEatement and items
avaiiablie €0 the ecupteomer; Ehe eustemer must exereipe
reasenabie eare and premptness te enamine the atatement
and items to disecever his unautheriped signature oy any
alteration en an ttem and must netify the bank premptiy
after diseovery thereof-

€2y (a) A bank that sends or makes available
to a customer a statement of account showing payment of
items for the account shall either return or make
available to the customer the items paid or provide
information in the statement of account sufficient to
allow the customer reasonably to identify the items
paid. The statement of account provides sufficient
information if the item is described by item number,
amount, and date of payment.

(b) If the items are not returned to the
customer, the person retaining the items shall either
retain the items or, if the items are destroved,
maintain the capacity to furnish legible copies of the
items until the expiration of seven vears after receipt
of the items. A customer may reguest an item from the

bank that paid the item, and that Qank must provide in a
reasonable time either the item or, if the item has been
destroyed or is not otherwise obtainable, a legible copy
of the item.

(c) I1f a bank sends or makes available a
statement of account or items pursuant to subsection

(a), the customer must exerc1se :eagogg lg p; mptness in
examining the st determine
whether any payment was not authorized because of an
alteration of an item or because a purported signature
by or on behalf of the customer was not authorized. LE..

based on the statement or items provided, the customer
should reasonably have discovered the unauthorized
payment, the customer must promptly notify the bank of
the relevant facts.

(d) 1If the bank establiehes proves that the
customer failed, with respect to an item, to comply with
the duties imposed on the customer by subsection €23 (c)
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the customer is precluded from asserting against the
bank:

ta) his {1l) the customer's unauthorized
signature or any alteration on the item, if the bank
also estabiishes proves that it suffered a loss by
reason of sueh the failure; and

t¢by an (2 stomer's unauthorized
signature or alteration by the same wrongdoer on any
other item paid in good faith by the bank after the
fivat stem and statement wap available te the eustemer
for a reasmenabie peried not emeeceding fourteen ealendar
days and before the bank reeeives notification frem the
euntomer of any sueh unauthorined signature or
alteration-

€3} The preelusien under subseetion {(2) dees
net appiy if the custemer establishes iaeck of ordinary
eare en the part of the bank in paying the fttemi{nm)-

€43 if the payment was made before the bank
receiv notice from the cu r of the unauthori
signature or alteration and after the customer had been
afforded a reasonable period of time, not exceeding
thirty days, in which to examine the item or statement
of account and notify the bank.

{e) If subsection (d) applies and the customer
proves that the bank failed to exercise ordinary care in

paying the item and that the failure substantially
contributed to 1loss, the loss is allocated between the
customer precluded and the bank asserting the preclusion
according to the extent to which the failure of the
customer to complv with subsection (c) and the failure
of the bank to exercise ordinary care contributed to the
loss. If the customer proves that the bank did not pay
the item in good faith, the preclusion under subsection
{d) does not apply.

{£) Without regard to care or lack of care of
either the customer or the bank, a customer who does not
within one year frem the time after the statement amd or
items are made available to the customer (subsection (53}
{a)) discover and report his the customer's unauthorized
signature on or any alteration em the faece or baeck of
the ttem or does net withim three years frem that time
dinseover and repert any unautherimed indersement on the
item is precluded from asserting against the bank sueh
the unauthorized signature er indersement or mueh

alteration. If there is a preclusion under this
subsection. the payor bank may not recover for breach of

warranty under section 4-208 with respect to the
unauthorized signature or alteration to which the
preclusion applies.
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¢53 3If wunder this seetien a payer bank has a
valid defense against a8 elaim eof a eusktemer upen er
resulting frem payment of an item and waives oy fails
uper regquest +to pampert the defense the bank may net
assert againskt amy ecolilecting bank eor ether prier parky
presenting eor tranpferring the item a elaim based upen
the unautherimed signature or alteraktien giving rise &eo
the austemerls elaim-

Sec. 107. That section 4-407, Uniform
Commercial Code, be amended to read as follows:

U4-407. Payor bank's right to subrogation on improper
payment.

If a payor bank has paid an item over the step
payment order of the drawer or maker to stop payment, or
after an account has been closed. or otherwise under
circumstances giving a basis for objection by the drawer
or maker, to prevent unjust enrichment and only to the
extent necessary to prevent loss to the bank by reason
of its payment of the item, the payor bank shaiil be is
subrogated to the rights

¢a3 (1) of any holder in due course on the
item against the drawer or maker; and

tb} (2) of the payee or any other holder of
the item against the drawer or maker either on the item
or under the transaction out of which the item arose;
and

fey (3) of the drawer or maker against the
payee or any other holder of the item with respect to
the transaction out of which the item arose.

Sec. 108. That section 4-501, Uniform
Commercial Code, be amended to read as follows:

U4-501. Handling of documentary drafts; duty to send
for presentment and to notify customer of dishonor.

A bank whieh that takes a documentary draft
for collection must shall present or send the draft and
accompanying documents for presentment and, upon
learning that the draft has not been paid or accepted in
due course, shall must seasonably notify its customer of
sueh the fact even though it may have discounted or
bought the draft or extended credit available for
withdrawal as of right.

Sec. 109. That section 4-502, Uniform
Commercial Code, be amended to read as follows:

U4-502. Presentment of "on arrival" drafts.

When If a draft or the relevant instructions
require presentment "on arrival", "when goods arrive" or
the like, the collecting bank need not present until in
its judgment a reasonable time for arrival of the goods
has expired. Refusal to pay or accept because the goods
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have not arrived is not dishonor; the bank must notify
its transferor of suweh the refusal but need not present
the draft again until it is instructed to do so or
learns of the arrival of the goods.

Sec. 110. That s8ection 4-503, Uniform
Commercial Code, be amended to read as follows:

U4-503. Responsibility of presenting bank for documents
and goods; report of reasons for dishonor; referee in
case of need.

Unless otherwise instructed and except as
provided in article 5, a bank presenting a documentary
draft;

tay (1) must deliver the documents to the
drawee on acceptance of the draft if it is payable more
than three days after presentment; otherwise, only on
payment; and

¢by (2) upon dishonor, either in the case of
presentment for acceptance or presentment for payment,
may seek and follow instructions from any referee in
case of need designated in the draft or, if the
presenting bank does not choose to utilize his mnewviees

' vi .. it must use diligence and good
faith to ascertain the reason for dishonor, must notify
its transferor of the dishonor and of the results of its
effort to ascertain the reasons therefor, and must
request instructions.

But However the presenting bank is wunder no
obligation with respect to goods represented by the
documents except to follow any reasonable instructions
seasonably received; it has a right to reimbursement for
any expense incurred in following instructions and to
prepayment of or indemnity for sueh those expenses.

Sec. 111. That section 4-504, Uniform
Commercial Code, be amended to read as follows:
U4-504. Privilege of presenting bank to deal with

goods; security interest for expenses.

€3} (a) A presenting bank whieh that,
following the dishonor of a documentary draft, has
seasonably requested instructions but does not receive
them within a reasonable time may store, sell, or
otherwise deal with the goods in any reasonable manner.

¢2) (b) For its reasonable expenses incurred
by action under subsection ¢33} (a). the presenting bank
has a lien upon the goods or their proceeds, which may
be foreclosed in the same manner as an unpaid seller's
lien.

Seckr 12 That section 5-103, Uniform
Commercial Code, be amended to read as follows:
U5-103. Definitions.
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(1) In this article wunless the context
otherwise requires
(a) "Credit" or "letter of credit" means an

engagement by a bank or other person made at the request
of a customer and of a kind within the scope of this
article (section ©5-102) that the issuer will honor
drafts or other demands for payment upon compliance with
the conditions specified in the credit. A credit may be
either revocable or irrevocable. The engagement may be
either an agreement to honor or a statement that the
bank or other person is authorized to honor.

(b) A "documentary draft" or a '"documentary
demand for payment" is one honor of which is conditioned
upon the presentation of a document or documents.
"Document" means any paper including document of title,
security, invoice, certificate, notice of default, and
the like.

(c) An "issuer" is a bank or other person
issuing a credit.

(d) A T"beneficiary" of a credit is a person
who is entitled wunder its terms to draw or demand
payment.

(e) An "advising bank" is a bank which gives
notification of the issuance of a <credit by another
bank.

(f) A "confirming bank" is a bank which
engages either that it will itself honor a credit
already issued by another bank or that such a credit
will be honored by the issuer or a third bank.

(g) A "customer" is a buyer or other person
who causes an issuer to issue a credit. The term also
includes a bank which procures issuance or confirmation
on behalf of that bank's customer.

(2) Other definitions applying to this article
and the sections in which they appear are:

"Notation of Credit". Section 5-108.
"Presenter". Section 5-112(3).

(3) Definitions in other articles applying to

this article and the sections in which they appear are:

Ypeceptl or UAcceptmnecel- Seetion 3-4316-

Y t" or "Acceptance". Section 3-409.
"Contract for sale". Section 2-106.
"Draft". Section 3-104.
"Holder in due course". Section 3-302.
"Midnight deadline". Section 4-104.
"Security". Section 8-102.

(4) In addition, article 1 contains general
definitions and principles of construction and

interpretation applicable throughout this article.
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Sec. 113. That section 9-203, Uniform
Commercial Code, be amended to read as follows:
U9-203. Attachment and ® enforceability of security

interest; proceeds, formal requisites.

(1) Subject to the provisions of section 4-208
4-210 on the security interest of a collecting bank,
section 8-321 on security interests in securities, and
section 9-113 on a security interest arising under the
article on Sales, a security interest is not enforceable
against the debtor or third parties with respect to the
collateral and does not attach unless:

(a) the collateral is in the possession of the
secured party pursuant to agreement, or the debtor has
signed a security agreement which contains a description
of the collateral and in addition, when the security
interest covers crops growing or to be grown or timber
to be cut, a description of the land concerned;

(b) value has been given; and

(c) the debtor has rights in the collateral.

(2) A security interest attaches when it
becomes enforceable against the debtor with respect to
the collateral. Attachment occurs as soon as all of the
events specified in subsection (1) have taken place
unless explicit agreement postpones the time of
attaching.

(3) Unless otherwise agreed a security
agreement gives the secured party the rights to proceeds
provided by section 9-306.

(4) A transaction, although subject to this
article, is also subject to the Credit Union Act, the
Nebraska Installment Sales Act, and sections 8-401 to
8-417.01, 8-815 to 8-829, 21-17360 ¢e 23-317¥;3126; and
45-114 to 45-158, Reissue Revised Statutes of Nebraska,
1943, and amendments thereto, and in the case of
conflict between the provisions of this article and any
such statute, the provisions of such statute control.
Failure to comply with any applicable statute has only
the effect which is specified therein.

(5) For the purposes of this section the
debtor has no rights:

(a) in crops until they are planted or
otherwise become growing crops, or in the young of
livestock until they are conceived;

(b) in fish until caught, in o0il, gas, or
minerals wuntil they are extracted, and or in timber
until it is cut;

(c) in a contract right until the contract has
been made; or

(d) in an account until it comes into
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existence.

Sec. 114. That section 9-206, Uniform
Commercial Code, be amended to read as follows:
U9-206. Agreement not to assert defenses against
assignee; modification of sales warranties where

security agreement exists.

(1) Subject to any statute or decision which
establishes a different rule for buyers of consumer
goods, an agreement by a buyer that he or she will not
assert against an assignee any claim or defense which he
or she may have against the seller is enforceable by an
assignee who takes his assignment for value, in good
faith and without notice of a claim or defense, except
as to defenses of a type which may be asserted against a
holder in due course of a negotiable instrument under

the article on Eemmereial Paper Negotiable Ingtruments
(article 3). A buyer who as part of one transaction

signs both a negotiable instrument and a security
agreement makes such an agreement.

(2) When a seller retains a purchase money
security interest in goods the article on Sales (article
2) governs the sale and any disclaimer, limitation, or
modification of the seller's warranties.

Sec. 115. That section 9-302, Uniform
Commercial Code, be amended to read as follows:
U9-302. When filing is required to perfect security

interest; security interests to which filing provisions
of this article do not apply.

(1) A financing statement must be filed to
perfect all security interests except the following:

(a) a security interest in collateral in
possession of the secured party under section 9-305;

(b) a security interest temporarily perfected
in instruments or documents without delivery under
section 9-304 or in proceeds for a ten-day period under
section 9-306;

(¢) a security interest created by an
assignment of a beneficial interest in a trust or a
decedent's estate;

(d) a purchase money security interest in
consumer goods; but filing is required for a motor
vehicle required to be registered; and fixture filing is
required for priority over conflicting interests in
fixtures to the extent provided in section 9-313;

(e) an assignment of accounts which does not
alone or in conjunction with other assignments to the
same assignee transfer a significant part of the
outstanding accounts of the assignor;

(f) a security interest of a collecting bank
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(section 4-208 4-210) or in securities (section 8-321)
or arising wunder the article on Sales (see section
9-113) or covered in subsection (3) of this smection; or

(g) an assignment for the benefit of all the
creditors of the transferor, and subsequent transfers by
the assignee thereunder.

(2) If a secured party assigns a perfected
security interest, no filing under this article is
required in order to continue the perfected status of
the security interest against creditors of and
transferees from the original debtor.

(3) The filing of a financing statement
otherwise required by this article is not necessary or
effective to perfect a security interest in property
subject to:

(a) a statute or treaty of the United States
which provides for a national or international
registration or a national or international certificate
of title or which specifies a place of filing different
from that specified in this article for filing of the
security interest;

(b) the following statukes sgtatute of this
state; section 60-110, Reissue Revised Statutes of
Nebraska, 1943; but during any period in which
collateral is inventory held for sale by a person who is
in the business of selling goods of that kind, the
filing provisions of this article (part 4) apply to a
security interest in that collateral created by him or
her as debtor; or

(c) a certificate of title statute of another
jurisdiction under the law of which indication of a
security interest on the certificate is required as a
condition of perfection (subsection (2) of section
9-103).

(4) Compliance with a statute or treaty
described in subsection (3) is equivalent to the filing
of a financing statement under this article, and a
security interest in property subject to the statute or
treaty can be perfected only by compliance therewith
except as provided in section 9-103 on multiple state
transactions. Duration and renewal of perfection of a
security interest perfected by compliance with the
statute or treaty are governed by the provisions of the
statute or treaty; in other respects the security
interest is subject to this article.

Sec. 116. That section 9-312, Uniform
Commercial Code, be amended to read as follows:

U9-312. Priorities among conflicting security interests
in the same collateral.
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(1) The rules of priority stated in other
sections of this part and in the following sections
shall govern when applicable: section 4-268 4-210 with
respect to the security interest of collecting banks in
items being collected, accompanying documents, and
proceeds; section 9-103 on security interests related to
other jurisdictions; section 9-114 on consignments.

(2) A perfected security interest in crops for
new value given to enable the debtor to produce the
crops during the production season and given not more
than three months before the crops become growing crops
by planting or otherwise takes priority over an earlier
perfected security interest to the extent that such
earlier interest secures obligations due more than six
months before the crops become growing crops by planting
or otherwise, even though the person giving new value
had knowledge of the earlier security interest.

(3) A perfected purchase money security
interest in inventory has priority over a conflicting
gecurity interest in the same inventory and also has
priority in identifiable cash proceeds received on or
before the delivery of the inventory to a buyer if:

(a) the purchase money security interest is
perfected at the time the debtor receives possession of
the inventory;

(b) the purchase money secured party gives
notification in writing to the holder of the conflicting
security interest if the holder had filed a financing
statement covering the same types of inventory (i)
before the date of the filing made by the purchase money
secured party or (ii) before the beginning of the
twenty-one-day period where the purchase money security
interest 1is temporarily perfected without filing or
possession (subsection (5) of section 9-304);

(c) the holder of the conflicting security
interest receives the notification within five years
before the debtor receives possession of the inventory;
and

(d) the notification states that the person
giving the notice has or expects to acquire a purchase
money security interest in inventory of the debtor,
describing such inventory by item or type.

(4) A purchase money security interest in
collateral other than inventory has priority over a
conflicting security interest in the same collateral or
its proceeds if the purchase money security interest is
perfected at the time the debtor receives possession of
the collateral or within twenty days thereafter.

(5) In all cases not governed by other rules
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stated in this section (including cases of purchase
money security interests which do not qualify for the
special priorities set forth in subsections (3) and (4)
of this section), priority between conflicting security
interests in the same collateral shall be determined
according to the following rules:

(a) Conflicting security interests rank
according to priority in time of filing or perfection.
Priority dates from the time a filing is first made
covering the collateral or the time the security
interest is first perfected, whichever is earlier,
provided that there is no period thereafter when there
is neither filing nor perfection.

(b) So long as conflicting security interests
are unperfected, the first to attach has priority.

(6) For the purposes of subsection (5) a date
of filing or perfection as to collateral is also a date
of filing or perfection as to proceeds.

(7) If future advances are made while a
security interest is perfected by filing, by the taking
of possession, or under section 8-321 on securities, the
security interest has the same priority for the purposes
of subsection (5) with respect to the future advances as
it does with respect to the first advance. IE~ zal
commitment is made before or while the security interest
is 8o perfected, the security interest has the same
priority with respect to advances made pursuant thereto.
In other cases a perfected security interest has
priority from the date the advance is made.

Sec. 117. When preparing supplements and
reissued volumes, the Revisor of Statutes shall include
the official comments to the new and amendatory sections
in this legislative bill and the article and part
headings which have been prepared by the American Law
Institute and the National Conference of Commissioners
on Uniform State Laws.

Sec. 118. This act shall become operative on
January 1, 1992.

Sec. 119. That original sections 1-201,
1-207, 2-103, 2-511, 4-101 to 4-108, 4-201 to 4-214,
4-301 to 4-303, 4-401 to 4-403, 4-405 to 4-407, 4-501 to
4-504, 5-103, 9-203, 9-206, 9-302, and 9-312, Uniform
Commercial Code, and also sections 3-101 to 3-10S, 3-107
to 3-122, 3-201 to 3-208, 3-301 to 3-307, 3-401 to
3-419, 3-501 to 3-511, 3-601 to 3-606, 3-701, and 3-801
to 3-805, Uniform Commercial Code, and section 3-106,
Uniform Commercial Code, as amended by section 1,
Legislative Bill 205, Ninety-second Legislature, First
Session, 1991, are repealed.
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