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ARTICLE 3 [REV] NEGOTIABLE INSTRUMENTS (CONTINUED)

PART 4 LIABILITY OF PARTIES (CONTINUED)
U.C.C. § 3-406 [Rev] Negligence Contributing to Forged Signature or
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“Presentment” defined

On whom presentment made

Form and manner of making presentment
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Content of protest
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—Fact of presentment
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Discharge and Effect of Discharge.
Official Comment
Scope and suggestions
Generally
Simple contract discharge
Against whom discharge available: Ordinary
holder or transferee
Holder in due course
—Effect of notice of discharge
Payment.
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Payment of instrument: By whom made
Payment of instrument: To whom made
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Adverse claim to instrument: Injunction against
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Tender of Payment.
Official Comment

Scope and suggestions
Generally

By whom tender may be made
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Constructive tender
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§ 3-605A:6 [Rev] —Obligations of principal obligor to secondary
obligor as to future obligations under the
instrument
§ 3-605A:7 [Rev] —Effect of release of principal obligor upon
liability of secondary obligor
3-605A:8 [Rev] —Effect of consent
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3-605A:13 [Rev] —Effect of holder retaining its rights against
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§ 3-605:24 [Rev] Measurement of impairment

§ 3-605:25 [Rev] Where collateral furnished by co-obligor—

Discharge pro tanto of co-obligor
§ 3-605:26 [Rev] —Measurement of impairment as to co-obligor
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§ 3-605:27 [Rev]

Consent to impairment

ART. 3 APPENDIX A

PART

UCC §
UCC §
UCC §
UCC §
UCC §
UCC §
UCC §
UCC §
UCC §
UCC §

UCC §
UCC §
UCC §
UCC §
UCC §
UCC §
UCC §
UCC §
UCC §

PART

UCC §
UCC §
UCC §

UCC §
UCC §

UCC §
UCC §

PART

UCC §
UCC §
UCC §
UCC §
UCC §

1 GENERAL PROVISIONS AND DEFINITIONS

3-101 [Rev]
3-102 [Rev]
3-103 [Rev]
3-104 [Rev]
3-105 [Rev]
[Rev]
[
[
[

3-113

Short Title.

Subject Matter.

Definitions.

Negotiable Instruments.

Issue of Instrument.

Unconditional Promise or Order.

Instrument Payable in Foreign Money.

Payable on Demand or at Definite Time.

Payable to Bearer or to Order.

Identification of Person to Whom Instrument Is
Payable.

Place of Payment.

Interest.

Date of Instrument.

Contradictory Terms of Instrument.

Incomplete Instrument.

Joint and Several Liability; Contribution.

Other Agreements Affecting Instrument.

Statute of Limitations.

Notice of Right to Defend Action.

2 NEGOTIATION, TRANSFER, AND
INDORSEMENT

3-201 [Rev]
3-202 [Rev]
3-203 [Rev]

3-204 [Rev]
3-205 [Rev]

3-206 [Rev]
3-207 [Rev]

Negotiation.

Negotiation Subject to Recission.

Transfer of Instrument; Rights Acquired by
Transfer.

Indorsement.

Special Indorsement; Blank Indorsement;
Anomalous Indorsement.

Restrictive Indorsement.

Reacquisition.

3 NEGOTIATION, TRANSFER, AND
INDORSEMENT

3-301 [Rev]
3-302 [Rev]
3-303 [Rev]
3-304 [Rev]
3-305 [Rev]

Person Entitled to Enforce Instrument.
Holder in Due Course.

Value and Consideration.

Overdue Instrument.

Defenses and Claims in Recoupment.
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UCC §
UCC §

UCC §
UCC §

UCC §
UCC §

PART
UCC §
UCC §
UCC §
UCC §
UCC §

UCC §

UCC §
UCC §
UCC §
UCC §
UCC §

UCC §
UCC §
UCC §
UCC §
UCC §
UCC §
UCC §
UCC §
UCC §

PART
UCC §
UCC §
UCC §
UCC §
UCC §

XX

3-306 [Rev]
3-307 [Rev]
3-308 [Rev]
3-309 [Rev]
3-310 [Rev]

3-311 [Rev]
3-312 [Rev]

LawreNcE’s ANDERsON ON THE UCC 3p

Claims to an Instrument.

Notice of Breach of Fiduciary Duty.

Proof of Signatures and Status as Holder in Due
Course.

Enforcement of Lost, Destroyed, or Stolen
Instrument.

Effect of Instrument on Obligation for Which
Taken.

Accord and Satisfaction by Use of Instrument.

Lost, Destroyed, or Stolen Cashier’s Check,
Teller’s Check, or Certified Check.

4 LIABILITY OF THE PARTIES

3-401 [Rev]
3-402 [Rev]
3-403 [Rev]
3-404 [Rev]
3-405 [Rev]

—_— — —

3-406 [Rev]

3-407 [Rev]
3-408 [Rev]
3-409 [Rev]
3-410 [Rev]
3-411 [Rev]

3-412 [Rev]
3-413 [Rev]
3-414 [Rev]
3-415 [Rev]
3-416 [Rev]
3-417 [Rev]
3-418 [Rev]
3-419 [Rev]
3-420 [Rev]

Signature.

Signature by Representative.

Unauthorized Signature.

Imposters; Fictitious Payees.

Employer’s Responsibility for Fraudulent
Indorsement by Employee.

Negligence Contributing to Forged Signature or
Alteration of Instrument.

Alteration.

Drawee Not Liable on Unaccepted Draft.

Acceptance of Draft; Certified Check.

Acceptance Varying Draft.

Refusal to Pay Cashier’s Checks, Teller’s Checks,
and Certified Checks.

Obligation of Issuer of Note or Cashier’s Check.

Obligation of Acceptor.

Obligation of Drawer.

Obligation of Indorser.

Transfer Warranties.

Presentment Warranties.

Payment or Acceptance by Mistake.

Instruments Signed for Accommodation.

Conversion of Instrument.

5 DISHONOR

3-501 [Rev]
3-502 [Rev]
3-503 [Rev]
3-504 [Rev]
3-505 [Rev]

—_— — —

Presentment.

Dishonor.

Notice of Dishonor.

Excused Presentment and Notice of Dishonor.
Evidence of Dishonor.
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PART 6 DISCHARGE AND PAYMENT
UCC § 3-601 [Rev] Discharge and Effect of Discharge.
UCC § 3-602 [Revl] Payment.

UCC§ 3-603

Rev] Tender of Payment.

[
[
UCC § 3-604 [Rev] Discharge by Cancellation or Renunciation.
UCC § 3-605 [Rev] Discharge of Secondary Obligors.

ARTICLE 4 BANK DEPOSITS AND COLLECTIONS

PART 1 GENERAL PROVISIONS AND DEFINITIONS
U.C.C.§ 4-101 Short Title.

§ 4-101:1
§ 4-101:2
§ 4-101:3
§ 4-101:4
§ 4-101:5
§ 4-101:6
§ 4-101:7
§ 4-101:8
§ 4-101:9
§ 4-101:10
§ 4-101:11

Official Code Comment
Scope and suggestions
Construction of Article 4
Effect upon non-Code law
—Particular applications
Bank setoff

—Practical applications
—Where third party has interest in account
—Procedure for setoff
—Limitations on bank setoff
Statute of limitations

U.C.C.§ 4-102 Applicability.

§ 4-102:1
§ 4-102:2
§ 4-102:3
§ 4-102:4
§ 4-102:5
§ 4-102:6
§ 4-102:7
§ 4-102:8
§ 4-102:9
§ 4-102:10

Official Code Comment

Scope and suggestions

When Article 4 applicable

When Article 4 not applicable
Relation to federal law

Items subject to more than one Article
What law governs

—Particular applications
Noncollection transactions
—Particular applications

U.C.C.§ 4-103 Variation by Agreement; Measure of Damages; Certain

Action Constituting Ordinary Care.

A. General Principles

§ 4-103:1 Official Code Comment

§ 4-103:2 Scope and suggestions

§ 4-103:3 Applicability

§ 4-103:4 Strict construction of U.C.C. § 4-103
§ 4-103:5 Waiver and estoppel

§ 4-103:6

B. Practice and Procedure
Generally
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§ 4-103:7

§ 4-103:8

§ 4-103:9

§ 4-103:10
§ 4-103:11
§ 4-103:12
§ 4-103:13
§ 4-103:14
§ 4-103:15
§ 4-103:16

§ 4-103:17
§ 4-103:18
§ 4-103:19
§ 4-103:20
§ 4-103:21
§ 4-103:22

§ 4-103:23
§ 4-103:24
§ 4-103:25
§ 4-103:26

§ 4-103:27
§ 4-103:28
§ 4-103:29
§ 4-103:30
§ 4-103:31
§ 4-103:32
§ 4-103:33
§ 4-103:34
§ 4-103:35

LawreNce’s ANDERsON oN THE UCC 3p

Burden of proof

—Special account status
—Banking community standards
—Counter-estoppel

—Causal relationship
—Punitive damages

Degree of proof

Sufficiency of evidence
Questions of law or fact
—Questions of fact

C. Care Required of Bank

1. In General
Generally
Good faith
—Particular applications
Bad faith
—Bar to impostor defense
—What is not bad faith

2. Banking Community Standards
Generally
Practice of similar banks
Limited importance of banking community standards
Detection of forgery

3. Standard of Care Required
Generally
Standard of care
—Late return liability distinguished
Limited statutory determination of ordinary care
—Statutory presumption of ordinary care
—Non-Code procedures as ordinary care
Nonfiduciary standard
—Particular applications
—Giving of advice distinguished

4. Application of Standard of Care to Particular Banks

§ 4-103:36
§ 4-103:37
§ 4-103:38
§ 4-103:39

§ 4-103:40
§ 4-103:41
§ 4-103:42

xxii

Depositary bank
Collecting bank

Payor bank

—Check payable to bank

D. Negligence Liability of Bank
1. In General
Generally
Causation
—Particular applications



§ 4-103:43
§ 4-103:44
§ 4-103:45
§ 4-103:46

§ 4-103:47
§ 4-103:48
§ 4-103:49

TaBLE oF CONTENTS

Unavoidable loss
Fault of customer
Effect of waiver of notice and protest
Acceptor’s liability distinguished

2. What Constitutes Negligence
Generally
Failure to follow internal procedures
—Non-complying signatures

3. What Does Not Constitute Negligence
§ 4-103:50 Generally
§ 4-103:51 Theft of blank instruments
§ 4-103:52 Required number of signers missing

§ 4-103:53

Failure to verify terms of instrument

E. Damages Recoverable for Bank’s Negligence

4-103:54
4-103:55
4-103:56
4-103:57
4-103:58
4-103:59

LON 0N LR LR 0P LR

§ 4-103:60
§ 4-103:61

§ 4-103:62

§ 4-103:63

F.

§ 4-103:64
§ 4-103:65
§ 4-103:66

1. In General
Generally
Comparative fault
Face amount as measure of damages
Deduction of nonrecoverable amount
—Particular applications
Late return of item

2. Incidental Damages
Prejudgment interest
Litigation expenses

3. Consequential Damages

Bad faith as predicate to recovery of consequential

damages
—Particular applications
Modification of Article 4 by Agreement
1. In General
Generally
Construction of agreement
Breach of agreement

2. What Constitutes a Modifying Agreement under U.C.C. § 4-

§ 4-103:67
§ 4-103:68
§ 4-103:69
§ 4-103:70
§ 4-103:71
§ 4-103:72
§ 4-103:73

103
Generally
Clearing-house agreement
Agreement based on conduct
Agreement to modify derived by construction
What is not an agreement
Parties to agreement

—Third persons not bound by consent agreement
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§ 4-103:74
§ 4-103:75
§ 4-103:76
§ 4-103:77
§ 4-103:78
§ 4-103:79
§ 4-103:80
§ 4-103:81

LawreNcE’s ANDERsON ON THE UCC 3p

Content of bank/customer agreement

—Reporting time limitation

Midnight deadline

Delay in time of action by bank

Delay for withdrawing against deposited item
Settlement of item

Indemnification of bank paying over stop payment order
Time for suit

H. Modifying Agreements Held Invalid

§ 4-103:82
§ 4-103:83
§ 4-103:84
§ 4-103:85
§ 4-103:86
§ 4-103:87
§ 4-103:88

I.

§ 4-103:89
§ 4-103:90
§ 4-103:91
§ 4-103:92
§ 4-103:93
§ 4-103:94
§ 4-103:95
§ 4-103:96
§ 4-103:97

§ 4-103:98
§ 4-103:99
§ 4-103:100
§ 4-103:101
§ 4-103:102

§ 4-104:1
§ 4-104:2
§ 4-104:3
§ 4-104:4
§ 4-104:5
§ 4-104:6
§ 4-104:7
§ 4-104:8

XXIV

Generally

Stop payment violation

Payment on forgery

Definition of “reasonable time”

Extension of chargeback time

Blanket adherence by customer to rules and regulations
Night depository

Common Law Tort Liability of Bank

1. Negligence
Generally
Exclusion of third persons
Failure to give wire notice
Dishonor of instrument
Negligence in handling account
—Inquiry as to misconduct
Handling of item after chargeback
Misconduct of employee
Misconduct of fiduciary

2. Other Theories of Tort Liability
Conversion

Failure to disclose

—Disclosure to depositor

—Disclosure to third persons

Strict tort liability

U.C.C. § 4-104 Definitions and Index of Definitions.

A. General Principles
Official Code Comment
Scope and suggestions
Construction of U.C.C. § 4-104
General and special deposits
—Acceptance of instrument distinguished
—Investment distinguished
Account
—What is not an account



§ 4-104:9

§ 4-104:10
§ 4-104:11
§ 4-104:12
§ 4-104:13
§ 4-104:14
§ 4-104:15
§ 4-104:16
§ 4-104:17
§ 4-104:18
§ 4-104:19
§ 4-104:20

§ 4-104:21
§ 4-104:22
§ 4-104:23
§ 4-104:24
§ 4-104:25
§ 4-104:26
§ 4-104:27
§ 4-104:28

4-104:29
4-104:30
4-104:31
4-104:32
4-104:33
4-104:34
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—Proceeds

Banking day

Documentary draft

Item

—What is an item

—What is not an item

Settlement

—Provisional settlement
Midnight deadline

—Effect of clearing house regulation
—Friday receipt of item
—Computer center receipt of item

B. Customer

1. In General
Generally
Account in nonentity name
Identity known to bank
Depositor distinguished
—Agreement to honor checks of non-depositor
Unknown deposit by third person
Absence of beneficial interest in account irrelevant
Federal laws

2. Who Is Not a Customer
Generally
Payee
Officer of customer
Equitable owner of account
Customer of bank customer
Money order agent

U.C.C.§ 4-105 “Depositary Bank”; “Intermediary Bank”; “Collecting

Bank”; “Payor Bank”; “Presenting Bank”; “Remitting

Bank”.
A. General Principles

§ 4-105:1 Official Code Comment

§ 4-105:2 Scope and suggestions

§ 4-105:3 Construction of U.C.C. § 4-105
§ 4-105:4 Business of banking

§ 4-105:5
§ 4-105:6
§ 4-105:7
§ 4-105:8
§ 4-105:9

B. Particular Banks
Collecting bank
—Particular applications
—Branch bank
—Place of presentment distinguished
—What is not a collecting bank
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§ 4-105:10 Depositary bank

§ 4-105:11 Drawee bank

§ 4-105:12 —Effect of erroneous instructions

§ 4-105:13 Payor bank

§ 4-105:14 —Collecting bank distinguished
U.C.C.§ 4-106 Separate Office of a Bank.

A. General Principles
§ 4-106:1 Official Code Comment
§ 4-106:2 Editorial Board Comment
§ 4-106:3 Scope and suggestions
§ 4-106:4 Separate character of branch bank
§ 4-106:5 Significance of independent character of branch or
separate office
§ 4-106:6 —Branch bank as a collecting bank
§ 4-106:7 —Exceptions to separate character of branch bank
§ 4-106:8 — —Duty of main branch as to separate branches

B. Criteria of Independent Character of Branch or Office

§ 4-106:9 Generally

§ 4-106:10 Computer center

§ 4-106:11 —When computer center not a separate branch bank

§ 4-106:12 Customer/bank communication terminal as a separate

branch bank

§ 4-106:13 —Owner of nonbanking premises distinguished
U.C.C.§ 4-107 Time of Receipt of Items.

§ 4-107:1 Official Code Comment

§ 4-107:2 Scope and suggestions

§ 4-107:3 Cut-off hour

§ 4-107:4 —Particular applications

§ 4-107:5 Late return of items
U.C.C.§ 4-108 Delays.

A. General Principles

§ 4-108:1 Official Code Comment

§ 4-108:2 Scope and suggestions

§ 4-108:3 Delay by collecting bank

B. Excuse for Delay

1. In General
§ 4-108:4 Excuse for delay
§ 4-108:5 Standard of care when delay excused
2. What Does Not Excuse Delay
§ 4-108:6 Generally
§ 4-108:7 Mistake or neglect of bank
U.C.C.§ 4-109 Process of Posting.
§ 4-109:1 Editorial Board Comment
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§ 4-109:2 Scope and suggestions

§ 4-109:3 Effect of failure of a state to adopt this section
§ 4-109:4 What constitutes posting

§ 4-109:5 —The mental state of posting

§ 4-109:6 —The act of posting

§ 4-109:7 —Time when process of posting completed

§ 4-109:8 Finality of posting

§ 4-109:9 —Particular applications

§ 4-109:10 —Limitations on finality of posting

PART 2 COLLECTION OF ITEMS: DEPOSITARY AND
COLLECTING BANKS [REPEALED]
U.C.C.§ 4-201 Presumption and Duration of Agency Status of

§ 4-201:1
§ 4-201:2
§ 4-201:3
§ 4-201:4
§ 4-201:5
§ 4-201:6

§ 4-201:7
§ 4-201:8
§ 4-201:9
§ 4-201:10
§ 4-201:11
§ 4-201:12

§ 4-201:13

§ 4-201:14

§ 4-201:15
§ 4-201:16
§ 4-201:17
§ 4-201:18
§ 4-201:19
§ 4-201:20
§ 4-201:21

§ 4-201:22

§ 4-201:23

§ 4-201:24

Collecting Banks and Provisional Status of Credits;
Applicability of Article; Item Indorsed “Pay Any
Bank”.
A. General Principles

Official Code Comment

Scope and suggestions

Federal Reserve regulation

Setoff by bank

—Preliminary freezing of account

—Bank’s knowledge of third party claim

B. Duty of Bank
Generally
Conduct of collecting bank as owner or agent
Return of dishonored item to customer
Effect of notations on check
Effect of “pay any bank” indorsement
—Termination of effect of indorsement “pay any bank”

C. Agency Status of Collecting Bank

Presumption of agency status of collecting bank

What does not rebut presumption of agency status

Express provisions regarding agency of collecting bank

Effect of forged indorsement

Scope of agency authority of bank

—Limitations on authority

Duration of agency status

—Chain of collecting banks

Consequences of agency status as to customer and
creditors

Collecting bank as holder and holder in due course

Liability of subagent

—Subagent a Federal Reserve Bank member
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