State of Wisconsin

B s

Date of enactmentlune 24, 1996
1995 Senate Bill 358 Date of publication*:July 8, 1996

1995 WISCONSIN ACT 449

AN ACTto repeal 404.101, 404.104 (1) (i), 404.104 (2) (f), 404.18%(c), (e), (i) and (j), 404.105 (6), 404.109,
404.202(1) (d), 404.21, 404.212 (1m), 404.213 (1) (c), 404.213 (1a) and 404.303 (19 (@umber the unnum
beredsubchapter title preceding 404.101, 404.104 (1) (k), the unnumbered subchapter title preceding 404.201 and
404.202(1) (e);to renumber and amend 401.207, 404.104 (1) (g), (h) and (j), 404.104 (2) (a) to (e), 404.104 (3)
(b), (d), (), (g) and (h), 404.105 (1) to (5), 404.106 to 404.108, 404.208, 404.209, 404.210, 404.212 (title), (1) and
(2) to (5), 404.213 (title) and (1) (intro.), (a), (b) and (d), 404.213 (2) to (4), (4m) and (5), 404.214, the unnumbered
subchaptetitle preceding 404.301, 404.302, 404.303 (1) (e), the unnumbered subchapter title preceding 404.401,
404.401(2), 404.402, 404.406 (2) and (4) and the unnumbered subchapter title preceding #Ddni®} 401.201
(20),401.201(24), 401.201 (43), 401.201 (44) (intro.), 402.103 (3) (e), 40231 404.102, 404.103, 404.104 (1)
(intro.) and (a) to (f), 404.104 (3) (a), 404.104 (4), 404.105 (intro.), 404.201, 404.202 (title) and (1) (intro.) and (a)
to (c), 404.202 (2) and (3), 404.203, 404.2024.206404.301, 404.302 (title), 404.303 (title) and (1) (intro.) and
(a) to (c), 404.303 (2), 404.401 (1), 404.4QRle), 404.403 (1) and (3), 404.405, 404.407, 404.501, 404.502,
404.503404.504, 409.203 (1) (intro.), 409.302 (1) @&1)9.302 (1) (f), 409.312 (1), 410.105 (3) (b), 410.105 (3) (c)
and706.07 (2) (e)to repeal and recreate chapter 403, 404.205, 404.207, 404.403 (2), 404.406 (1), 404.406 (3) and
(5) and 405.103 (3) (a); ard create 401.207 (2), 404.104 (1) (g) and (h), 404.104 (2)(@)and (h), 404.104 (3)

(b), (¢), (&), (9), (i), (k) to (m) and (p) to (s), 404.105 (1), 404.106, 404404.11, 404.208, 404.209, 404.213,
404.214(2), 404.215 (2), 404.302 (2), 404.303 (1) (e), 404.401 (2) and (3), 404.402 (1) and (3) and 404.406 (2) of
the statutesrelating to: revising the negotiable instrumetsapter and the bank deposits and collection chapter of
the uniform commercial code.

The people of the state of Wisconsin, represented in able to an identified person, if the identified person is in
senate and assembly, do enact as follows: possession‘Holder”, with respect to document of title,
meanghe persotin possession if the goods are dekver
SecTion 1. 401.201(20) of the statutes is amended ableto bearer or to the ordef the person in possession

to read: SEcTION 2. 401.201 (24) of the statutes is amended
401.201(20) “Holder”, with respect to aegotiable toread:
instrumentmeans-dhe person-who-isn possession-of a 401.201(24) “Money” means anedium of exchange

documenpbf title or an-instrument or a certificatenyest authorizedor adopted by a domestic or foreign govern

mentsecuritydrawn-issued-or-endorsed-to-him-or-her or mentas-a-part-ofits-currenand includes a monetary unit
to-his-orher-order-orto-bearerorin-blaifithe instrument  of account established by an igfevernmental @aniza-

is payable to bearer an the case of an instrumeuedy tion or by agreement between 2 or more nations

* Section 9911, WiscoNnsIN STATUTES 1993-94: Hiective date of acts. “Every act and every portion of an act enacted by the legislatu
the governotrs partial veto which does not expressly prescribe the time when it tatssbill take ééct on the day after its date of publicati
asdesignated” by the secretary of state [the date of publication may not be more than 10 working days after the date of enactment].
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SecTioN 3. 401.201 (43) of the statutes is amended
to read:

401.201 (43) “Unauthorized” signature —or
indersemenieans one made withoattual, implied or
apparentuthority and includes a fpery.

SecTioN 4. 401.201 (44) (intro.) of the statutes
amendedo read:

401.201(44) (intro.) “Value”. Except as otherwise
providedwith respect to negotiable instruments aadk
collections(ss. 403.303,-404-208-and-404.2181.210
and404.21) a person gives “value” for rights if the per
sonacquires them:

SecTion 5. 401.207 of the statutes is renumbered
401.207(1) and amended to read:

401.2071) A party whowith explicit reservation of
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(c) “Drawer” means a person who signs or is identi
fied in a draft as a person ordering payment.

(d) “Good faith” means honesty in fact and the obser
vanceof reasonable commercial standards of fair-deal
ing.
(e) “Maker” means a person who signs or is identified
in a note as a person undertaking to. pay

(f) “Order” means a written instruction to pay money
signedby the person giving the instruction. The instruc
tion may beaddressed to any person, including the person
giving the instruction, or to one or more persgistly
or in the alternativéut not in succession. An authoriza
tion to pay is not an ordemless the person authorized to
payis also instructed to pay

(g) “Ordinary care” in the case of a person engaged

rights, performs or promises performance or assents toin business means observance of reasonable commercial

performancein a manner demanded orfered bythe

standardsprevailing in the area in whicthe person is

otherparty does not thereby prejudice the rights reserved.located,with respect to the businessvitnich the person

Suchwords as “without prejudice”,
thelike are suicient.

SecTioN 6. 401.207(2) of the statutes is created to
read:

401.207(2) Subsection (1) does not apply to an
accordand satisfaction.

SecTioN 7.402.103 (3) (e) of the statutes is amended
to read:

402.103(3) (e) “Dishonor” — s-403.50203.502

SecTioN 8. 402.511(3) of the statutes is amended to
read:

402.511(3) Subject tos. 403.802403.3100n the
effect of an instrumenbn an obligation, payment by
checkis conditional and idefeated as between thepar
ties by dishonor of the check on due presentment.

SectioN 9. Chapter 403f the statutes is repealed
andrecreated to read:

CHAPTER 403
UNIFORM COMMERCIAL CODE —
NEGOTIABLE INSTRUMENTS
SUBCHAPTER |
GENERAL PROVISIONS AND
DEFINITIONS

403.102 Subject matter (1) This chapter applies to
negotiablenstruments. It does not apply to montey
paymentorders governed by ch. 410 or to securities gov
ernedby ch. 408.

(2) If there is a conflict between this chapter and ch.
404 0r 409, chs. 404 and 409 govern.

(3) Regulations of the board of governors offeém

under protest” or

eral reserve system and operating circulars of the federal
reservebanks supersede any inconsistent provision of

this chapter to the extent of the inconsistency
403.103 Definitions.(1) In this chapter:

(&) “Acceptor’ means a drawee who has accepted a

draft.
(b) “Drawee” means a persamdered in a draft to
makepayment.

is engaged. In the case of a bank that takes an instrument
for processing for collection or payment by automated
meansyeasonableommercial standards do not require
the bank to examine the instrument if the failure to
examinedoes not violate the barskprescribegroce
duresand the bank’ procedures doot vary unreasen
ably from general banking usage not disapproved by this
chapteror ch. 404.

(h) “Party” means a party to an instrument.

(i) “Promise” means a written undertaking to pay
money signed by the person undertaking to.pajn
acknowledgmenof an obligation by the obligor is not a
promiseunless the obligor also undertakes to pay the
obligation.

() “Prove” with respect to a fact means to meet the
burdenof establishing a fact, as defined in s. 401.201 (8).

(k) “Remitter” means a person who purchases an
instrumentfrom its issuer if the instrument is payable to
anidentified person other than the purchaser

(2) Otherdefinitions applying to this chapter and the
sectionsn which they appear are:

(ae) “Acceptance” — s. 403.409 (1).

(am) “Accommodated party” — s. 403.419 (1).
(as) “Accommodation party” — s. 403.419 (1).
(b) “Alteration” — s. 403.407 (1).

(c) “Anomalous endorsement” — s. 403.205 (4).
(d) “Blank endorsement” — s. 403.205 (2).

(e) “Cashiets check” — s. 403.104 (7).

(fg) “Certificate of deposit” — s. 403.104 (10).
(fr) “Certified check” — s. 403.409 (4).

(g) “Check” —s. 403.104 (6).

(h) “Consideration” — s. 403.303 (2).

(i) “Draft” —s. 403.104 (5).

(ig) “Endorsement” — s. 403.204 (1).

(in “Endorser” —s. 403.204 (2).

(k) “Holder in due course” — s. 403.302 (1).
(L) “Incomplete instrument” — s. 403L% (1).
(m) “Instrument” — s. 403.104 (2).
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(ng) “Issue” — s. 403.105 (1).

(nr) “Issuer” —s. 403.105 (3).

(og) “Negotiable instrument” — s. 403.104 (1).

(or) “Negotiation” — s. 403.201 (1).

(p) “Note” — s. 403.104 (5).

(qd) “Payable at a definite time” — s. 403.108 (2).

(gh) “Payable on demand” — s. 403.108 (1).

(gp) “Payable to bearer” — s. 403.109 (1).

(qt) “Payable to order” — s. 403.109 (2).

() “Payment” — s. 403.602 (1).

(s) “Person entitled to enforce” — s. 403.301.

(t) “Presentment” — s. 403.501 (1).

(u) “Reacquisition” — s. 403.207.

(v) “Special endorsement” — s. 403.205 (1).

(w) “Teller's check” — s. 403.104 (8).

(xg) “Transfer of instrument” — s. 403.203 (1).

(xr) “Travelers check” — s. 403.104 (9).

(y) “Value” — s. 403.303 (1).

(3) The following definitions in other chapteapply
to this chapter:

(a) “Bank” —s. 404.105 (1).

(b) “Banking day” — s. 404.104 (1) (c).

(c) “Clearinghouse” — s. 404.104 (1) (d).

(d) “Collecting bank” — s. 404.105 (2).

(e) “Depositary bank” — s. 404.105 (3).

() “Documentary draft” — s. 404.104 (1) (f).

(g9) “Intermediary bank” — s. 404.105 (4).

(h) “ltem” —s. 404.104 (1) (i).

(i) “Payer bank” — s. 404.105 (5).

()) “Suspends payments” — s. 404.104 (1) (L).

(4) In addition, ch. 401 contains general definitions
andprinciples of constructioand interpretation appliea
ble throughout this chapter

403.104 Negotiable instrument.(1) Except as pro
videdin subs. (3) and (4), “negotiable instrument” means
anunconditional promise or order to payixed amount
of money with or without interest or other clges
describedn the promise or ordgif all of thefollowing
apply:

(a) Itis payable to bearer or to order at the tthra
it is issued or first comes into possession of a holder

(b) Itis payable on demand or at a definite time.

(c) It does not state any other undertaking or instruc
tion by the person promising or ordering payment to do
any act in addition to the payment of monéyut the
promiseor order may contain any of the following:

1. An undertaking or power to give, maintainpoo-
tectcollateral to secure payment.

2. An authorizatioror power to the holder to confess
judgmentor realize on or dispose of collateral.

3. A waiver of the benefit of any laimtended for the
advantager protection of an obligor

(2) “Instrument” means a negotiable instrument.

(3) An order that meets all of thequirements of sub.
(1), except sub. (10a), and otherwise falls within the def
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inition of check insub. (6) is a negotiable instrument and
acheck.

(4) A promise or order other thancheck is not an
instrumentif, at the time that it is issued or first comes
into possession of a holddt contains aconspicuous
statement,however expressed, to thefegt thatthe
promiseor order is not negotiable or is not an instrument
governedby this chapter

(5) Aninstrument is a note if it is a promise and is a
draftif it is an order If an instrument falls within the defi
nition of both note and draft, a person entitled to enforce
theinstrument may treat it as either

(6) “Check” means a draft, other than a documentary
draft, payable on demarehd drawn on a bank or means
acashiels check or telléis check. An instrument may be
acheck even though it is describaalits face by another
term,such as money order

(7) “Cashiets check” means a draft with respect to
which the drawerand drawee are the same bank or
branche®f the same bank.

(8) “Teller's check” means a draft drawn by a bank
on another bank, or payable at or through a bank.

(9) “Travelers check’means an instrument that is
payableon demand, that is drawn on or payable at or
througha bankthat is designated by the term “travéder
check” or by a substantially similar term, artbat
requiresas a conditioo payment, a countersignature by
aperson whose specimen signature appears on the instru
ment.

(10) “Certificate of deposit” means an instrument
containingan acknowledgment by a bank thasum of
money has been received by the bank and a promise by
the bank to repay theum of money A certificate of
depositis a note of the bank.

403.105 Issue of instrument.(1) “Issue” means the
first delivery of an instrument by the maker or drawer
whetherto a holder or nonholdeior the purpose of giv
ing rights on the instrument to any person.

(2) An unissuednstrument, or an unissued incom
plete instrumentthat is completed, is binding on the
makeror drawerbut nonissuance is a defense. An instru
mentthat is conditionally issued or is issued for a special
purposéds binding on the maker or drawéut failure of
the condition or special purpose to Welfilled is a
defense.

(3) “Issuer” applies to issued and unissued instru
mentsand means a maker or drawer of an instrument.

403.106 Unconditional promise or order (1) (a)
Exceptas otherwise provided in this section, for the pur
posesof s. 403.104 (1), a promise or order is uncendi
tional unless it states any of the following:

1. An express condition to payment.

2. That the promise or order is subject to or governed
by another writing.
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3. That rightsor obligations with respect to the prom
iseor order are stated in another writing.

(b) A reference to anothevriting does not of itself
makethe promise or order conditional.

(2) A promise or order is not made conditional by a
referenceo another writing for a statement of rights with
respectto collateral, prepaymenor acceleration or
becausg@ayment is limited to resort to a particular fund
or source.

(3) If a promise or order requires, as a condition to
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if demand for payment is not made before that date,
becomegpayable at a definite time on the fixed date.

403.109 Payable to beaer or to order. (1) A prom
ise or order is payable to bearer if any of the following
applies:

(a) It states that it is payable to bearer or to the order
of bearer or otherwise indicates that the person in posses
sionof the promise or order is entitled to payment.

(b) It does not state a payee.

(c) It states that it is payable to or to the order of cash

paymenta countersignature by a person whose specimengr otherwise indicates that it is not payable tacemti

signatureappears on the promise or ordeecondition
doesnot make the promise or order conditional for the
purpose®fs. 403.104 (1). If thperson whose specimen
signatureappears on an instrument fails to countersign
theinstrument, the failure to countersign is a defense to
the obligation of the issudbut the failure does not pre
vent a transferee of the instrumefiom becoming a
holderof the instrument.

(4) If a promise or order at the time that it is issued
or first comes into possession of a holder contains a state
ment,requiredby applicable statutory or administrative
law, to the efiect that the rights of a holder or transferee
are subject to claims or defenses that the issuer could
assertgainst the original payee, the promise or oisler
not thereby made conditional for the purposes of s.
403.104(1); but if the promise or ordés an instrument,
therecannotbe a holder in due course of the instrument.

403.107 Instrument payable in foreign money
Unlessthe instrument otherwigarovides, an instrument
thatstates the amount payable in foreign money may be
paid in the foreign money or in an equivalent amount in
dollarscalculated by using the current bankeofd spot
rateat the place of payment for the purchase of dollars on
theday on which the instrument is paid.

403.108 Payable ondemand or at definite time.

(1) A promise or order is payable on demand if any of the
following applies:

(a) It states that it is payable on demand or at sight,
or otherwise indicates that it is payablethe will of the
holder.

(b) It does not state any time of payment.

(2) A promise or order is payableadefinite time
if it is payable on elapse of a definite period of time after

fied person.

(2) A promise or order that is not payablebtarer
is payable to order if it is payable to the order of an identi
fied persororto an identified person or ordei promise
or order that is payable to order is payable to the identi
fied person.

(3) An instrumentpayable to bearer may become
payableto an identified person if it is specially endorsed
unders. 403.205 (1) An instrument payable to an identi
fied person may become payalie bearer if it is
endorsedn blank under s. 403.205 (2).

403.10 ldentification of person to whom instru
ment is payable.(1) The person to whom an instrument
is initially payable is determined by the intent of the-per
son,whether or not authorized, signiag, or in the name
or behalf of, the issuer of the instrument. The instrument
is payable tahe person intended by the signer even if that
personis identified in the instrument by a nameotiner
identificationthat is not that of the intended person. If
morethan one person signs in the name or behalf of the
issuerof an instrument and all of the signers do not intend
thesame person as payee, the instrument is payable to any
personintended by one or more of the signers.

(2) If the signature of the issuer af instrument is
made by automated means, such ascheckwriting
machinethe paye®f the instrument is determined by the
intentof the person wheupplied the name or identifica
tion of the payee, whether or not authorized to do so.

(3) A person to whom an instrument is payable may
be identified in any wayncluding by name, identifying
number,office or account numberFor the purpose of
determining the holder of an instrument, the following

sight or acceptance or at a fixed date or dates or at a timgulesapply:

or times readily ascertainable at the time that the promise

or order is issued, subject to any of the following rights:

(a) Prepayment.

(b) Acceleration.

(c) Extension at the option of the holder

(d) Extension to a furthetefinite time at the option
of the maker or acceptor or automatically upon or after
specifiedact or event.

(3) If an instrument, payable at a fixed dateglso
payableupon demand made before the fixed dte,
instruments payable on demand until the fixed datel,

(a) If an instrument is payable to ancount and the
accountis identified only by numbethe instrumenis
payableto the person to whom the account is payable. If
aninstrument is payable to an account identified by-num
berand by the name of a person, the instrument is payable
to the named person, whether or not that person is the
ownerof the account identified by number

(b) If an instrument is payable to:

1. Atrust, an estate or a person described as trustee
or representative of a trust or estate,itistrument is pay
ableto the trustee, the representative or a successor of
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either, whether or not the beneficiary or estate is also

named.
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(2) If an instrument is undated, its date is the date of
its issue arin the case of an unissued instrument, the date

2. A person described as agent or similar representa thatit first comes into possession of a holder

tive of a named or identified person, the instrument is

403.114 Contradictory terms of instrument. If an

payableto therepresented person, the representative orinstrument contains contradictory terms, typewritten

asuccessor of the representative.

3. Afund or oganization that is not a legal entitige
instrumentis payable t@ representative of the members
of the fund or gganization.

4. An office or to a person described as holding an
office, the instrument is payable to thamed person, the
incumbentof the ofice or a successor to the incumbent.

termsprevail over printed terms, handwritten terms pre
vail over both and words prevail over numbers.
403.115 Incomplete instrument. (1) “Incomplete
instrument” means a signed writing, whether or not
issuedby the signerthe contents of which show at the
time of signing thatt is incomplete but that the signer
intendedit to be completed bthe addition of words or

(4) If an instrument is payable to 2 or more persons numbers.

alternatively,it is payable to any of them and may be
negotiateddischaged or enforced by any or all hfem

(2) Subject to sub. (3), if an incomplete instrument is
an instrument under s. 403.104, it may be enforced

in possession of the instrument. If an instrument is pay accordingto its terms if it is not completed, or according

ableto 2 or more persons not alternativatyis payable
to all of them and may be negotiated, disglearor
enforcedonly by all of them. If an instrument payable to
2 or more persons is ambiguous as to whétligpayable
to the persons alternativelyhe instrument is payable to
the persons alternatively

403.111 Place of payment.Except as otherwise pro
videdfor items in ch. 404, an instrumentpiayable at the
placeof paymenstated in the instrument. If no place of

to its terms as augmented by completion. If an incom
pleteinstrument is not an instrument under s. 403.104,
but, after completion, the requirements of s. 403.4%4
met, the instrument may be enforced according to its
termsas augmented by completion.

(3) If words or numbers are addexlan incomplete
instrumentwithout authority of the signethere is an
alterationof theincomplete instrument under s. 403.407.

(4) The burden of establishing that words or numbers

payments stated, an instrument is payable at the addresswereadded to an incomplete instrument withauthor
of the drawee or maker stated in the instrument. If noity of the signer is on the person asserting the lack of
addresss stated, the place of payment is the place of busi authority.

nessof the drawee or makeif a drawee or maker has
morethan one place of busine#ise place of payment is

403.116 Joint and several liability; contribution.
(1) Except as otherwise provided in the instrument, 2 or

anyplace of business of the drawee or maker chosen bymore persons who have the same liability on an instru

the person entitled to enforce the instrument. If the

ment as makers, drawers, acceptors, endorsers who

draweeor maker has no place of business, the place ofendorseas joint payees or anomalous endorsers are

payments the residence of the drawee or maker
403.112 Interest. (1) Unless otherwise provided in

theinstrument, an instrument is not payable with interest,

jointly and severally liable in the capacity in which they
sign.
(2) Except as provided in s. 403.419 (5) or by agree

andinterest on an interest—bearing instrument is payablementof the afected parties, a party having joint asel

from the date of the instrument.

eral liability who pays the instrument is entitled to

(2) Interest may be stated in an instrument as a fixedreceivefrom any party having the sarjgnt and several

or variable amount of money or it mhgexpressed as a
fixed or variable rate or rates. The amount or rate ofinter
estmay be stated or described in thetrument in any
mannerand may require reference to information not
containedn the instrument. If an instrument provides for
interest,but the amount of interegtayable cannot be
ascertainedrom the description, interest is payable at the
judgmentrate in efect at theplace of payment of the
instrumentand at the time that interest first accrues.
403.113 Date of instrument.(1) An instrument may
be antedated or postdated. The datded determines the
time of payment ifthe instrument is payable at a fixed
periodafter date. Except gsovided in s. 404.401 (3),

liability contribution in accordance with applicable law

(3) Dischage of one party having joint and several
liability by a person entitled to enforce timstrument
doesnot afect the right under sub. (2) of a party having
the same joint and several liabilitg receive contribution
from the party dischaed.

403.117 Other agreements affectingnstrument.
Subjectto applicable law regarding exclusion of proof of
contemporaneous previous agreements, the obligation
of a party to an instrument fry the instrument may be
modified, supplemented or nullified by a separate agree
mentof the obligor and @erson entitled to enforce the
instrumentjf the instrument is issued or the obligation is

an instrument payable on demand is not payable beforaencurredin reliance on the agreement or as part of the

the date of the instrument.

sametransaction givingise to the agreement.oThe
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extentthat anobligation is modified, supplemented or defendand that failure to do so will bind the personnoti
nullified by an agreement under this section, the agree fied in an actionlater brought by the person giving the
mentis a defense to the obligation. noticeas to any determination of fact common to the-2 lit

403.18 Statute of limitations. (1) Except as pro igations,the person notified is so bound unless after sea
videdin sub. (5), an action to enforce thigligation of a sonablereceipt of thenotice the person notified does
partyto pay a note payable at a definite tishall be com comein and defend.

mencedwithin 6 years after the due date or dates stated SUBCHAPTER I
in thenote orif a due date is accelerated, within 6 years NEGOTIATION, TRANSFER AND
afterthe accelerated due date. ENDORSEMENT
(2) Except as provided in sub. (4) or (5)démand 403.201 Negotiation. (1) “Negotiation” means a

for payment is made to the maker of a note payable ontransferof possession, whether voluntary or involuntary
demandan action to enforce the obligation of a party 10 of an instrument by a person other than the issuer te a per
paythe note shall be commenced within 6 years after thesonwho thereby becomes its holder

demand.If no demand for payment is maithethe maker (2) Except for negotiation by a remittéfran instru
anaction to enforce the note is barred if neither principal yent is payableto an identified person, negotiation
nor interest on the note hagen paid for a continuous  equirestransfer of possessiaf the instrument and its
periodof 10 years. endorsemertty the holder If an instrument is payable to

(3) Except as provided in sub. (4), an action 10 hearerit may be negotiated by transfer of possession
enforcethe obligation of a party to an unaccepted draftto 55ne.

paythe draft shall be commenced within 3 years after dis 403.202 Negotiation subject to escission. (1)

honorof the draft or 10 years aftéie date of the draft,  \eqqtiationis efective even if obtained in any of the-fol
whicheverperiod expires first. lowing ways:

4) An action to enforce the obligation of the acceptor : - L
of a( c)ertified tl,heck or the issuer ofI% tletkenrheck cashp (2) From an infant, a corporation exceeding its pow
ier's check i lés check shall b ’ d ersor a person without capacity
ier's check or travelés check shall be commence (b) By fraud, duress or mistake.

within 3 years after demand for paymeniriade to the (c) In breach of duty or as part of an illegal transac
acceptoror issueras the case may be. tion

(5.). An action to gnforce the 'obl|gat|on opartyto (2) Tothe extent permitted by other lamegotiation
a certificate of deposit to pay the instrument shall be-com . : X
may be rescinded or may be subject to other remdualigs,

mencedwithin 6 years after demand for payment is made thoseremedies may not be asserted against a subsequent
to the makerbut if the instrument states a due date and ; y . 9 . q .
holderin due course or a person paying the instrument in

ghfy;n;gzrri:d rg()atgirre]:gz\l/rhe: n tg g :x] :ne Jﬁ;gﬁﬁ en:l] ies goodfaith and without knowledge of facts that are a basis
for rescission or other remedy

effectand the due date has passed. X , i
(6) An action to enforce the obligation opartyto 403.203 Transfe_r of Instrument; rights acquw_eq
payan accepted draft, other than a certified check, shallPy transfer. (1) An instrument is transferredhen it is
be commenced within 6 years after the due date or dated!€livereddy a person other than its issuer for the purpose
statedin the draft or acceptand&the obligation of the ~ ©f 9iving to the person receiving delivery the rigat
acceptoris payable aa definite time or shall be com  €nforcethe instrument.
mencedwithin 6 years after the date of the acceptance if ~ (2) Transfer of an instrument, whether or not the
the obligation of the acceptor is payable on demand. transferis a negotiation, vests 'Fhe transferge any right
(7) Unless governed by other law regarding claims qf thetransferor tp enforce the instrument, including any
for indemnity or contribution, an action for conversion of fightas a holder in due course, but the transferee may not
aninstrument, for money had and received, or like action a@cquirerights of aholder in due course by a transfer
basecbn conversion, an action for breach of warranty or directly or indirectly from a holder in due course if the
anaction to enforce an obligation, duty or right arising fransfereeengaged in fraud or illegality fetting the
underthis chapter and not governed by this section shall Instrument.
be commenced within 3 years after the cause of action  (3) Unlessotherwise agreed, if an instrument is trans
accrues. ferredfor value and the transferee does not become a
403.119 Notice of right to defend action. In an holderbecause of lack of endorsement by the transferor
actionfor breach of an obligation for which a Jvdrson thetransferee has specifically enforceable right to the
is answerable over under thidhapter or ch. 404, the unqualifiedendorsement of the transferdéaut negoti
defendanmay give the 3rd person written notice of the ationof the instrument does not occur until the endorse
litigation, and the person notified may then give similar mentis made.
noticeto any other person who is answerable .o¥fehe (4) If a transferor purports to transfer less than the
notice states that the persomwtified may come in and  entireinstrument, negotiation of the instrument does not
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occur. The transferee obtains no righteder this chapter  mentis not efective to prevent further transfer or negoti
andhas only the rights of a partial assignee. ation of the instrument.
403.204 Endorsement. (1) “Endorsement” means (2) An endorsement stating a condition to the right of
asignature, other thathat of a signer as maketrawer theendorsee to receive payment does rfecathe right
or acceptarthat alone or accompanied by other words is of the endorsee tenforce the instrument. A person pay
madeon aninstrument for the purpose of negotiating the ing the instrument or taking it for value or collection may
instrument, restricting payment of the instrument or disregarcthe condition, and the rightd liabilities of
incurring the endorses liability on the instrument, but  thatperson are not fefcted by whether the condition has
regardles®f the intent of the signea signature and its  peenfulfilled.
accompanyingwords is an endorsement unless the (3) If an instrument bears an endorsement described
accompanyingvords, terms of the instrument, place of in s.404.201 (2), or an endorsement in blank or to a par
the signature or other circumstancesambiguously ticular bank using the words “for deposit”, “for collec
indicatethat the signature was made for a purpose othertjon”, or other words indicating a purpose of having
than endorsement.  For the purpose of determining jnstrumentcollected by a bank fahe endorser or for a
whethera signature is made on an instrument, a paperparticularaccount, the following rules apply:
affixedto the instrument is a part of the instrument. (a) A person, other than a bank, who purchales
(2) “Endorser” means a person who makes an jnstrumentwhen so endorsedonverts the instrument

endorsement. o unlessthe amount paid for the instrument is received by
(3) Forthe purpose of determining whether the rans o endorser ompplied consistently with the endorse
fereeof an instrument is a holdean endorsement that ment

transfersa security interesh the instrument is &fctive (b) A depositary bank that purchases the instrument
asan unqualified endorsement of the instrument. or takes it for collection when sendorsed converts the

(4)th|ft'an n:st:]rument 'sfﬁ)ﬁy?}bﬁ tof(:ﬂ)lder un(:er @ instrumentunless the amount paid by the bank with
hamethatis not the name of the holdendorsement may respecto the instrument is received by the endorser or

be made by the holder in thame stated in the instrument appliedconsistently with the endorsement.

or in the holde's name or both, but &g_nature in both () A payer bank that is also the depositary bank or

namesmay be required by a person paying or taking the : . .

instrumentfor value or collection thattakes the instrument for immediate payment over the
403.205 Special endorsemént' blank endorse counterfrom a person other than a collecting bank-con

ment; anomalous endorsement(1) If an endorsement vertsthg instrument unless the progeeds oir!berument.

is made bythe holder of an instrument, whether payable arereceived by thendorser or applied consistently with

to an identified person or payable to beamd the theendorsement. . . .

endorsemenidentifies a person to whom it makie (d) Except as otherwise provided in p(@), apayer

bankor intermediary bank may disregard the endorse

instrumentpayable, it is a special endorsementspé . ) ) .
cially endorsed, an instrument becomes payable to thementand is not liable if the proceeds of the instrument are

identified person and may be negotiated only thg notreceived by the endorser or applied consistently with

endorsementf that person. The principles stated in s. theéndorsement.
403.110apply to special endorsements. (4) Exceptfor an endorsement covered by sub. (3),
(2) If an endorsement is mathy the holder of an if an instrumenbears an endorsement using words to the

instrumentand it is not a special endorsement, it is a blank €ffectthat payment s to be made to the endorsee as agent,
endorsement. If endorsed in blank, an instrument trusteeor other fiduciary for the benefit of the endorser
becomespayableto bearer and may be negotiated by OF another person, the following rules apply:
transferof possession alone until specially endorsed. (@) Unless there is notice of breach of fiduciary duty
(3) The holder may convert a blank endorsement thatas provided in s. 403.307, a person who purchases the
consistsonly of a signature into a special endorsement byinstrumentfrom the endorsee or takes the instrument
writing, above the signature of the endorseards iden from the endorsefor collection or payment may pay the
tifying the person to whom the instrument is made pay Proceedf payment or the value given for timstrument
able. to the endorsee without regard to whether the endorsee
(4) “Anomalous endorsement” means an endorse Violatesa fiduciary duty to the endorser
mentmade by gerson who is not the holder of the instru (b) A subsequent transferee of the instrument or per
ment. An anomalous endorsement does nédcathe sonwho pays the instrumeid neither given notice nor
mannerin which the instrument may be negotiated. otherwiseaffected by the restriction in the endorsement
403.206 Restrictive endorsement(1) An endorse unlessthe transferee or payer knows that the fiduciary
mentlimiting payment taa particular person or otherwise dealtwith the instrument or its proceeds in breach of-fidu
prohibiting further transfer or negotiation of the instru  ciary duty.
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(5) The presence on an instrument of an endorsementloesnot of itself constitute notice of a defense, claim in
to which this section applies does not prevent a purchaserecoupmenbr claim to the instrument.

of the instrument from becoming a holder in due course

of the instrument unless the purchagerm converter

(3) Except to the extent that a transferor or predeces
sorin interest has rights as a holder in due course,-a per

undersub. (3) or has notice or knowledge of breach of sondoes not acquire rights of a holder in due course of

fiduciary duty as stated in sub. (4).

(6) In an action to enforce the obligation of a party to
paythe instrument, the obligdras a defense if payment
would violate an endorsement to which this section
appliesand the payment isot permitted by this section.

403.207 Reacquisition.Reacquisitiorof an instru
mentoccurs if it is transferred to a former holdby
negotiation or otherwise. A former holder who
reacquiresthe instrument may cance&ndorsements
madeafter the reacquirer first became a holdethef
instrument. If the cancellation causes the instrument to
be payable to the reacquirer or to beathe reacquirer
may negotiate the instrument.
endorsemernis canceleds dischaged, and the dischge
is effective against any subsequent halder

SUBCHAPTER IlI
ENFORCEMENT OF INSTRUMENTS

403.301 Person entitledto enforce instrument.
“Personentitled toenforce” an instrument means the
holderof the instrument, a nonholderpossession of the
instrumentwho has the rights offeolder or a person not
in possession of the instrumenmito is entitled to enforce

instrumentiaken in any of the following ways:

(a) By legalprocess or by purchase in an execution,
bankruptcyor creditots sale or similar proceeding.

(b) By purchase as part of a butlansaction not in
ordinarycourse of business of the transferor

(c) As the successor in interest to an estate or other
organization.

(4) If under s. 403.303 (1) (a) the promise of perfor
mancethat is the consideration for an instruméas
beenpartially performed, the holder may assert rights as
a holder in due course of the instrument only to the frac
tion of the amount payabléender the instrument equal to

An endorser whose the value of the partial performance divided by the value

of the promised performance.

(5) If the person entitled to enforce an instrument has
only a securityinterest in the instrument and the person
obligedto pay the instrument has a defense, cl@m
recoupmentor claim to the instrument that may be
assertedagainst the person who granted the security
interestthe person entitled to enforce the instrument may
assertrights as a holder in due course only taarount
payableunder the instrument which, at the tiroé

theinstrument under s. 403.309 or 403.418 (4). A personenforcement of the instrument, does not exceed the
may be aperson entitled to enforce the instrument even amountof the unpaid obligation secured.

thoughthe person is ndhe owner of the instrument or is
in wrongful possession of the instrument.
403.302 Holder in due course.(1) Subject to sub.

(3) ands. 403.106 (4), “holder in due course” means the

holderof an instrument if all of the following apply:

(6) To be efective, notice shall be received at a time
andin a manner that gives a reasonable opportunity to act
onit.

(7) This section is subject to any law limiting status
asa holder in due course in particular classes of transac

(a) The instrument when issued or negotiated to the tions.

holderdoes not bear such apparent evidence géfgror
alterationor is nototherwise so irregular or incomplete
asto call into question its authenticity

(b) The holder took the instrument:

1. For value;

2. In good faith;

3. Without notice that the instrument is overdue or

403.303 Value and consideration. (1) An instru
ment is issued or transferréat value if any of the fal
lowing applies:

(a) The instrument is issued or transferred for a prom
ise of performanceto the extent that the promise has
beenperformed.

(b) The transferee acquires a security interest or other

has been dishonored or that there is an uncured defaullien in the instrument other than a liebtained by judi
with respect to payment of another instrument issued ascial proceeding.

part of the same series;

4. Without noticethat the instrument contains an
unauthorizedignature or has been altered;

5. Without notice ofany claim to the instrument
describedn s. 403.306; and

6. Without notice that anparty has a defense or
claimin recoupment described in s. 403.305 (1).

(2) Notice of dischaye of a partyother than dis
chage in an insolvency proceeding, is not notice of a
defensaunder sub. (1), but disclugr is efective against

(c) The instrument is issued or transferred as pay
mentof, or as security foran antecedent claiagainst
any person, whether or not the claim is due.

(d) The instrumentis issued or transferred in
exchangdor a negotiable instrument.

(e) The instrument is issued or transferried
exchangdor incurring an irrevocable obligation to a 3rd
party by the person taking the instrument.

(2) “Consideration” meanany consideration sfif
cientto support a simple contract. The drawer or maker

aperson who became a holder in due course with noticeof an instrument has a defense if the instrument is issued

of the dischage. Public filing or recording of document

without consideration. If an instrument is issued dor
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promiseof performance, the issuer has a defense to thethe transaction that gave rise to the instrument; but the
extentthat performance of the promise is due #msl claim of the obligor may be asserted against a transferee
promisehas not been performed. If an instrument  of the instrument only to reduce the amount owing on the
issuedior value as stated in suli), the instrument is also  instrumentat the time that the action is brought.
issuedfor consideration. (2) The right of a holder in due course to enforce the
403.304 Overdue instrument. (1) Aninstrument  obligationof a party to payhe instrument is subject to
payableon demand becomes overdue at the earliest of thedefenseof the obligor stated in sub. (1) (a), but is not

following times: _ subjectto defenses of thebligor stated in sub. (1) (b) or
() On the day after the day on which demangbéyr claimsin recoupment stated in sub. (1) (c) against a per
mentis duly made. sonother than the holder

(b) If the instrument is a check, 90 days after its date. ~ (3) Except as stated in sub. (4), in an action to enforce
(c) Ifthe instrument is not a check, when the instru  the obligation of @arty to pay the instrument, the obligor
menthas been outstanding foipariod of time after its  maynot asseragainst the person entitled to enforce the
datewhich is unreasonably long under thieumstances  jnstrumenta defense, a claim flecoupment or a claim to
of the particular case in light of the nature of the instru  theinstrument under s. 403.306 of another person, but the

mentand usage of the trade. __otherpersors claim to the instrument may be asserted by
_(2) With respect to an instrument payable at a definite e obligor if the other person jeined in the action and
time the following rules apply: personallyasserts the claim against the person entitled to

(@) If the principal is payable in instalments and a du€ gntorcethe instrument. An obligor is not obliged to pay
datehas notoeen accelerated, the instrument beCOMeS q instrumentf the person seeking enforcement of the

overdueupon default under the instrument for nonpay
mentof an instalment, and thiestrument remains over
dueuntil the default is cured.

(b) If the principal is not payable in instalmeatd
the due date has not been accelerated, the instrumen}\no
become®verdue on the day after the due date.

(c) If a due date with respect to principal has been
acceleratedhe instrument becomes overdue on the day
afterthe accelerated due date.

(3) Unless the due date of principal has been aeceler
ated,an instrument does not become overdue if there is
defaultin payment of interest but no default in payment
of principal.

403.305 Defenses and claims inecoupment. (1)
Exceptas stated in sub. (2), the right to enforce the
obligationof a party to pay an instrument is subject to the

instrumentdoes not have rights of a holder in due course
andthe obligomproves that the instrument is a lost or sto
leninstrument.
(4) In an action to enforce the obligation of an accom
dationparty to pay an instrument, the accommodation
party may assert agairteeperson entitled to enforce the
instrumentany defense or claim in recoupmemtder
sub.(1) that the accommodated pattyuld assert against
the personentitled to enforce the instrument, except the
defense®f dischage in insolvency proceedings, infancy
andlack of legal capacity

403.306 Claimsto an instrument. A person taking
an instrument, other than a person having rights of a
holderin due course, is subject to a claim of a property or
possessoryight in the instrument or its proceeds;lud

ing a claim torescind a negotiation and to recover the

following: ! X 0 Tet
(a) A defenseof the obligor based on any of the-fol instrumentor its proceeds. A person having rights of a
lowing: holderin due course takes free of the claim to the instru
1. Infancy of the obligor to the extent that it is a Ment. _ o
defenseo a simple contract. 403.307 Notice of breach of fiduciary duty. (1) In
2. Duress, lack of legal capacity ilegality of the this SEC““(?”: o
transactiorwhich, under other lawullifies the obliga (a) “Fiduciary” means an agent, trustee, partoer
tion of the obligor porateofficer or director or other representative owing
3. Fraud that induced the obligor to sign the instru fiduciary duty with respect to an instrument.
mentwith neither knowledgeor reasonable opportunity ~ (P) “Represented person” means the principal, bene
to learn of its character or its essential terms. ficiary, partnership, corporation or other persowtmm
4. Dischage ofthe obligor in insolvency proceed theduty stated in pa(a) is owed.
ings. (2) If an instrumenis taken from a fiduciary for pay

(b) A defense of the obligor stated in another section mentor collection or fowvalue, the taker has knowledge
of this chapter or a defense of the obligor that would be of the fiduciary status of the fiduciary and the represented
availableif the person entitled to enforce the instrument persormakes a claim to the instrument or its proceeds on
were enforcing a right to payment under a simple-con thebasis that the transaction of the fiduciary is a breach
tract. of fiduciary duty the following rules apply:

(c) A claim in recoupment of the obligor agaittst (a) Notice of breach of fiduciary duty by the fiduciary
original payee of the instrument if the claim arose from is notice of the claim of the represented person.
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(b) In the case of an instrument payable to the repre its whereabouts cannot be determined or it is in the
sentedoerson or the fiduciary as such, the taker has noticewrongful possession of an unknown person gesson
of the breach of fiduciary duty if thestrument is taken  thatcannot be found ds not amenable to service of pro
in payment of or as security for a debt kndwyrthe taker cess.

to be the personal debt tfe fiduciary or is taken in a (2) A person seeking enforcement of an instrument
transactionknown by the taker to be for the personal undersub. (1) shalprove the terms of the instrument and
benefitof the fiduciary the persons right to enforce the instrument. If that proof

(c) Ifaninstrument is issued by the represented per is made, s. 403.308 applies to the cas# tee person
sonor the fiduciary as such, and made payable to the fidu seekingenforcement had produced the instruméfite
ciary personally the taker does not have notice of the courtmay not enter judgment in favor of the person seek
breachof fidUCiary duty unless the taker knows of the |ng enforcement unless it finds thae person required
breachof fiduciary duty to pay the instrument is adequately protected aghisst

(d) If an instrument is issued by the represented per thatmight occur by reason of a claim by anotherson
sonor the fiduciary as such to the taker as payee, the takegg enforce the instrument. Adequate protection may be
hasnotice of the breach of fiduciary duty if the instrument providedby any reasonable means.
is taken in paymertf or as security for a debt known by 403.310 Effect of instrument on obligation for
the taker to be the personal debt of the fiduciary or is \ynich taken. (1) Unless otherwise agreed, if a certified
takenin a transaction known by the takeme for the per ek, cashiers check or tellés check istaken for an
sonalbenefit of the fiduciary obligation,the obligation islischaged to the same extent

403.308 Proof of signatures andstatus as holder 4t dischage would result if an amount of money equal

in due course.(l). I_n an action With respect to an instru to the amount of the instrument were taken in payment of
ment,the authenticityf, and authority to make, each-sig the obligation. Dischage of the obligation does not

natureon the instrument is admitted unless specifically ¢ any liability that the obligor may have as an
deniedin the pleadings. If the validity of a signature is endorsenf the instrument

deniedin the pleadings, the burdehestablishing valid (2) Unless otherwise égreed and exceprasided

ity is on the person cla.imingalidity, b.Ut the signatur(-; s in sub. (1), if a note or an uncertified check is taken for
presumedo be authentic and authorizedless the action an obligation, the obligation is suspended to the same

is to enforce the liability of the purporteiner and the extentthat the obligation would be disclgad if an

signeris dead or incompetent at the time of trial of the amountof monev eaual to the amount of the instrument
issueof validity of the signature. If an action to enforce yeq : i
were taken, and the following rules apply:

theinstrument is brought against a person asutiths (a) In the case adin uncertified check, suspension of

closedprincipal of a person who signed the instrument as the obligati i u t'II Id h ’ thJhp h ! K

a partyto the instrument, the plairtiias the burden of € obllgalion continues until disnonor ot the check or
until it is paid or certified. Payment or certification of the

establishinghat the defendant is liabte the instrument o o
asa represented person under s. 403.402 (1) checkresults in dischge ofthe obligation to the extent
' ' : of the amount of the check.

(2) If the validity of signatures is admitted mroved _ L
(b) In the case of a note, suspension of the obligation

andthere is compliance with sub. (1), a plaintifoduc - I It
ing the instrument is entitled to payment if the plafntif continuesuntil dishonor of the note or until it jsaid.
provesentitlement to enforce the instrument under s. Paymenbf the note results in disclgarof the obligation
403.301,unless the defendaptoves a defense or claim 10 the extent of the payment. _
in recoupment. If a defense or claim in recoupment is ~ (C) Exceptagprovided in par(d), if the check or note
proved,the right topayment of the plainfifis subject to is dishonored and the obligeéthe obligation for which
the defense or claim, excef the extent the plaintif theinstrument was taken fke person entitled to enforce
provesthat the plaintif has rights of a holder in due the instrument, the obligee may enforce either the instru
coursewhich are not subject to the defense or claim. mentor the obligation. In the case of an instrument of
403.309 Enforcement of lostdestroyed or stolen @ 3rd person whiclis negotiated to the obligee by the
instrument. (1) A person not in possession of an instru  obligor, dischage of the obligor on the instrument also
mentis entitled to enforce the instrument if all of the fol ~ dischargeshe obligation.
lowing apply: (d) If the person entitled to enforce the instrument
(a) The person was in possession of the instrumenttakenfor an obligatioris a person other than the obligee,
and entitled to enforce it wheross of possession theobligee maynot enforce the obligation to the extent

occurred. thatthe obligation is suspended. If the obligee is the per
(b) The loss of possession was not the result of asonentitled to enforce thmstrument but no longer has
transferby the person or a lawful seizure. possessionf it because it was losttolen or destroyed,

(c) The person cannot reasonably obtain possessiorthe obligation may nobe enforced to the extent of the
of the instrument because the instrument destroyed, amountpayable orthe instrument, and to that extent the
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obligee’srights against the obligor are limitedeoforce
mentof the instrument.

(3) If an instrument other than one described in sub.
(1) or (2) is taken for anbligation, the déct is one of the
following:

(a) That stated in sub. (1) if the instrument is one on
which a bank is liable as maker or acceptor

(b) That stated in sub. (2) in any other case.

403.311 Accord and satisfaction by use oifhstru-
ment. (1) Subsections (2) to (4) apply if a person against
whoma claim is asserted proves that all of the following
conditionshave been met:

(a) That person in good faitendered an instrument
to the claimant as full satisfaction of the claim.

(b) The amount of the claim was unliquidated or-sub
jectto a bona fide dispute.

(c) The claimant obtained payment of the instrument.

(2) Unless sub. (3) applies, the claim is disgedrif
the person againsthom the claim is asserted proves that
theinstrument or an accompanying writtemmmunica
tion contained a conspicuous statemenhtoefect that
the instrument was tendered as fa#tisfaction of the
claim.

(3) Subject to sub. (4), a claim is not disgeatunder
sub.(2) if any of the following applies:

(a) The claimant, if an ganization, proves that all
of the following conditions have been met:

1. Within a reasonable time before the tendee

claimant sent a conspicuous statement to the person

againstwhom the claim is asserted tit@mmunications
concerningdisputed debts, includingn instrument ten
deredas full satisfaction of a debt, are to be sent to a des
ignatedperson, dice or place.

2. The instrumenbr accompanying communication
was not received bythat designated person.fioé or
place.

(b) The claimantwhether or not an ganization,
provesthat within 90 days after payment of the instru

mentthe claimant tendered repayment of the amount of

theinstrument to the person against whom the claim is
asserted.This paragraph does not apply if the claimant
is an oganization that sent a statement complying with
par.(a) 1.

(4) A claim is dischaged if the person against whom

_:L’l__

(b) “Claimant” means a person who claims the right
to receive the amount ofcneck that was lost, destroyed
or stolen.

(c) “Declaration of loss” means a written statement,
made under penalty of perjuryto the effect thatthe
declareifost possession of a check, that the declarer is the
draweror payee of the check, the case of a certified
check,or the remitter or payee of the check, in the case
of a cashies check or tellés check, that the loss pbs
sessiorwas not the result of a transfer by the declarer or
a lawful seizure, and that tldeclarer cannot reasonably
obtain possession of the check becatlse check was
destroyedits whereabouts cannot be determined or it is
in the wrongful possession of an unknoparson or of
aperson that cannot be found or is not amenable to ser
vice of process.

(d) “Obligated bank” means the issuer of a cashier
checkor tellers check or the acceptor of a certified
check.

(2) (a) A claimant may assert a claim to the amount
of a check by a communication to the obligated bank
describing the check with reasonable certainty and
requestingpayment of the amount die check if all of
thefollowing apply:

1. The claimant is the drawer or payee of a certified
checkor the remitter or payee of a cashsasheck or tell
er’'s check.

2. The communication contains or is accompanied by
a declaration of loss of the claimant withspect to the
check.

3. The communication is received at a time and in a
manneraffording the obligated bankraasonable time to
acton it before the check is paid.

4. The claimant provides reasonable identification if
requestedby the obligated bank.

(b) Delivery of a declaration dbss is a warranty of
thetruth of the statements made in tieelaration of loss.

(c) If a claimis asserted in compliance with this sub
section the following rules apply:

1. The claim becomes enforceable at the later of the
time thatthe claim is asserted, or the 90th day following
thedate of the check, in the caska cashiés check or
teller’'s check,or the 90th day following the date of the

the claim is asserted proves that within a reasonable timeacceptancen the case of a certified check.

before collection of the instrument was initiated the
claimant, or an agent of the claimant havimjrect
responsibilitywith respect to the disputed obligation,
knewthatthe instrument was tendered in full satisfaction
of the claim.

403.312 Lost, destoyed or stolen cashies check,
teller’'s check or certified check. (1) In this section:

() “Check” means cashigs check, telles check
or certified check.

2. Until the claim becomes enforceable, it has no
legaleffect and the obligated bamkay pay the check or
in the case of a tellex check, may permit the drawee to
paythe check. Payment to a person entitled to enforce the
checkdischages all liability of theobligated bank with
respecto the check.

3. If the claim becomes enforceable before the check
is presented for payment, the obligatbdnk is not
obligedto pay the check.
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4. When the claim becomes enforceable, ahb- notintended to be liable on the instrumentitiVespect
gatedbank becomes obliged to pay the amounthef to any other person, the representative is liable on the
check to the claimarif payment of the check has not instrumentunless the representative proves that the-origi
beenmade to a person entitledenforce the check. Sub  nal parties did not interitierepresentative to be liable on
jectto s. 404.302 (1) (a), payment to the claimant dis theinstrument.
chargesll liability of the obligated bank with respect to (3) If a representative signs the name of the represen
the check. tativeas drawer of a check without indication of the-rep

(3) If the obligated bank pays the amount of a check resentativestatus and the check is payable from an
to a claimant undesub. (2) (c) 4. and the check ispre accounbf the represented person who is identified on the
sentedor payment by a person having rights of a holder check,the signer is not liable on the check if Hignature
in due course, the claimant is obliged to refund the pay is an authorized signature of the represented person.
mentto the obligated bank if the check is paid or pay the  403.403 Unauthorized signatute. (1) Unless other
amountof the check to the person having rights of a wiseprovided in this chapter ch. 404, an unauthorized
holderin due course if the check is dishonored. signatureis ineffective except as the signature of the

(4) If a claimant has the right to assert a claim under unauthorizedigner in favor of a person who in good faith
sub.(2) and is also a person entitled to enforce a checkpays the instrument or takes it for value. An unauthorized
whichis lost, destroyed or stolen, the claimant may assertsignaturemay be ratified for all purposes of this chapter
rightswith respect to the check either under this section  (2) If the signature of more than one pergen

or s. 403.309. requiredto constitute the authorized signature of ayaer
SUBCHAPTER IV nization, the signatureof the oganization is unautho
LIABILITY OF PARTIES rizedif one of the required signatures is lacking.
403.401 Signature. (1) A persornis not liable on an (3) The civil or criminal liability of a person who

instrumentunless the person signed the instrument, or themakesan unauthorized signature is nofeadted by any
personis represented by an agent or representative whoprovisionof this chapter which makes the unauthorized
signedthe instrument and the signature is bindinghen signatureeffective for the purposes of this chapter
representegerson under s. 403.402. 403.404 Impostors; fictitious payees. (1) If an

(2) A signature may be made manually or by means impostor,by use of the mails or otherwise, indutles
of a device or machine and may be made buskef any issuerof aninstrument to issue the instrument to the
name,ncludinga trade or assumed name, or by a word, impostor,or to a person acting in concert with the impos
mark or symbolexecuted or adopted by a person with tor, by impersonating the payee of the instrument or-a per
presenintention to authenticate a writing. sonauthorized to act for the payee,eardorsement of the

403.402 Signature by representative.(1) If a per instrumentby any person in the name of the payee is
sonacting, or purporting to act, as a representative signseffectiveas the endorsement of the payee in favor of a
an instrument by signing either the name of the repre personwho, in good faith, pays the instrument or takes it
sentedperson or the name of tegner the represented  for value or for collection.
person is bound by the signature to the same extent that (2) If a person whose intent determines to whaom
therepresented person would be bound if the signatureinstruments payable under s. 4020 (1) or(2) does not
were on a simple contract. If the represented person isntendthe person identified as payee to haveiatgrest
bound,the signature of the representative is the autho in the instrument or if the person identified as payee of an
rized signature of the represented persod the repre instrumentis a fictitious person, the following rules
sentedperson is liable othe instrument, whether or not apply until the instrument is negotiated by special
identifiedin the instrument. endorsement:

(2) If arepresentative signs the name of the represen  (a) Any person in possession of the instrument is its
tativeto an instrument and the signature isaathorized holder.
signatureof the represented person, the following rules (b) An endorsement by any person in the nantaeof
apply: payeestated in the instrument ifedtive as the endorse

(a) If the form of the signature shows unambiguously mentof the payee in favor of a person who, in good faith,
thatthe signature is made on behalf of the representedpaystheinstrument or takes it for value or for collection.
personwho is identified in the instrument, the representa (3) Under sub. (1) or (2), an endorsement is niade
tive is not liable on the instrument. thename of gayee if it is made in a name substantially

(b) Subject to sub. (3), if the form of the signature similar to that of thgayeeor if the instrument, whether
doesnot show unambiguously that thiginature is made  or not endorsed, is deposited in a depositary bank to an
in arepresentative capacity or the represented person iaccountin a name substantially similar to that of the
not identified in the instrumenthe representative is payee.
liable on theinstrument to a holder in due course that took (4) With respect to an instrument to which sub. (1) or
theinstrument without notice that the representatias (2) applies, if a person paying the instrument or taking it
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for value or for collection fails to exercise ordinary care (3) Under sub(2), an endorsement is made in the
in paying or taking the instrument and that failads nameof the person to whom an instrument is pay#ble
stantially contributes to loss resulting from paymeit theendorsement is madie a name substantially similar
theinstrument, the person bearing the loss may recoverto the name of that person or if the instrument, whether
from the person failing to exercise ordinary care to the or not endorseds deposited in a depositary bank to an
extentthat the failurdo exercise ordinary care contrib  accounin a name substantially similar to the name of that

utedto the loss. person.
403.405 Employer's responsibility for fraudulent 403.406 Negligence contributingto forged signa
endorsementby employe. (1) In this section: ture or alteration of instrument. (1) A person whose

(&) “Employe” includes an independent contractor failureto exercise ordinary care substantiabntributes
andemploye of an independent contragttained by the  to an alteratiorof an instrument or to the making of a
employer. forged signature on an instrument is precluded from

(b) “Fraudulent endorsement” means, in the case of assertingthe alteration or the fgery against a person
aninstrument payable to the employafoged endorse who, in good faith, pays the instrument or takes it for
mentpurporting tabe that of the employer,dn the case  valueor for collection.
of an instrument with respect to which the employeristhe  (2) Under sub. (1), if the person asserting the preclu
issuer,a fogedendorsement purporting to be that of the sionfails to exercise ordinary care in paying or taking the

personidentified as payee. instrumentand that failure substantially contributes to

(c) 1. “Responsibility” with respect to instruments loss,the loss is allocated betwethre person precluded
meansauthority to do any of the following: andthe person asserting the preclusion according to the

a. Sign or endorse instruments behalf of the extentto which the failure of each to exercise ordinary
employer. carecontributed to the loss.

b. Process instrumentsceived by the employer for (3) Under sub. (1), the burden of proving failure to
bookkeepingourposes, for deposit to an account or for exerciseordinary care is on the person asserting the pre
otherdisposition. clusion. Under sub. (2), the burden of proving failure to

c. Prepare or process instruments igkgue in the  exerciseordinary care is on the person precluded.
nameof the employer 403.407 Alteration. (1) “Alteration” means an

d. Supply information determining the names or unauthorizedchange in an instrument that purports to
addressesf payees of instruments to be issued in the modify in any respect the obligation of a party or an unau

nameof the employer thorizedaddition of words or numbers or other change to
e. Control the disposition of instruments to be issued anincomplete instrument relatirtg the obligation of a
in the name of the employer party.
f. Act otherwisein a responsible capacity with (2) Except as provided in sub. (3), an alteration fraud
respecto instruments. ulently made dischges a party whose obligation is

2. “Responsibility” does not include authority that affectedby thealteration unless that party assents or is
merelyallowsan employe to have access to instruments precludedrom asserting the alteration. No other alter
or blank or incomplete instrument forms that are being ation dischages a partyand the instrument may be
storedor transportedr are part of incoming or outgoing enforcedaccording to its original terms.
mail, or similar access. (3) A payer bank or drawee paying a fraudulently

(2) For the purpose of determining the rights kend alteredinstrumenbr a person taking it for value, in good
bilities of a person who, in good faith, pays an instrument faith and without notice of the alteration, may enforce
or takes it forvalue or for collection, if an employer rightswith respect to the instrument according to its-orig
entrustecan employe with responsibility with respect to inal terms, orin the case of an incomplete instrument
theinstrument and the employe or a person acting in con altered by unauthorized completion, according to its
certwith the employe makes a fraudulent endorsement oftermsas completed.
the instrument, the endorsement idfeefive as the 403.408 Drawee not liable on unacceptediraft.
endorsementf the person to whom the instrumeést A check or other draft does not of itself operate as an
payablef it is made in the name of that person. If the per assignmenof funds in the hands of the dranaeilable
son paying the instrument or taking it for value or for for its paymentand the drawee is not liable on the instru
collectionfails to exercise ordinary care in paying ortak mentuntil the drawee accepts it.
ing the instrument and that failure substantially contrib 403.409 Acceptance of draft; certified check.(1)
utesto loss resulting from the fraud, the person bearing “Acceptance”’means the draweesigned agreement to
theloss may recover from the person failing to exercise paya draft as presented. The acceptaed be written
ordinarycare to the extent that the failure to exercise ordi on the draftand may consist of the drawseignature
nary care contributed to the loss. alone. Acceptance may be made at any time and becomes
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effective when notification pursuant to instructions is stolen,forged, drawn on a fictitious account, drawn on an
givenor the accepted draft is delivered for the purpose of accountwith insuficient funds, or otherwise fraudulent
giving rights on the acceptance to any person. or worthless.

(2) A draft may be accepted although it has not been  (c) The obligated bank has a reasonable doubt as to
signedby the draweiis otherwise incomplete, is overdue whetherthe person demanding payment is the person

or has been dishonored. entitledto enforce the instrument.

(3) If adraftis payable at a fixed period after sight and (d) Payment is prohibited by law
theacceptor fails to date the acceptance, the hotdgr 403.412 Obligation of issuer of note or cashies
completethe acceptance by supplyingdate in good check. Theissuer of a note or cashigrcheck or other
faith. draftdrawn on the drawer is obliged to pay the instrument

(4) “Certified check” means a check accepted by the accordingto its terms at the time that it was issuegifor
bankon which it is drawn. Acceptance may be made asnotissued, at the time that it first came into possession of
statedn sub. (1) or bya writing on the check which indi  aholder oy if the issuer signed an incomplete instrument,
catesthat the check is certifiedThe drawee of a check accordingto its terms when completed, to teatent
hasno obligation to certify the check, and refusal to-cer statedn ss. 403.15 and 403.407. The obligation is owed
tify is not dishonor of the check. to a person entitled to enforce the instrument or to an

403.410 Acceptance varying draft.(1) If the terms endorsewho paid the instrument under s. 403.415.
of a drawees acceptance vary from the terms of the draft 403.413 Obligation of acceptor(1) The acceptor
aspresented, the holder may refuse the acceptance andf a draft is obliged to pay the draft according to its terms
treatthe draftas dishonored. In that case, the drawee mayatthe time thait was accepted, even though the accept
cancelthe acceptance. ancestates that the draft is payatées originally drawn”

(2) The terms of a draft are not varied by an accept or equivalent terms, if the acceptance varies the terms of
anceto pay at a particular barde place in the United  the draft, according to the terms of the draft as varied, or
Statesunless the acceptance states that the idraftbe if the acceptance is of a draft thadiisincomplete instru
paidonly at that bank or place. ment, according to its terms when completed, to the

(3) If the holder assents to an acceptance varying theextentstated in ss. 403L5 and 403.407. The obligation
terms of a draft, the obligation of each drawer and isowed to a person entitled to enforce the draft or to the
endorsethat does not expressly assenthe acceptance  draweror an endorser who paid the draft under s. 403.414

is dischaged. or 403.415.

403.411 Refusal to pay cashies checks, tellels (2) If the certification of a check or other acceptance
checksand certified checks. (1) In this section, “ob# of a draft states the amount certified or acceptieel,
gatedbank” means the acceptor of a certified check or the obligationof the acceptor is that amount. If the certifica
issuerof a cashies check or tellés check boughfrom tion or acceptance does not state an amoungrttaunt
theissuer of the instrument is subsequently raised, and the mstru

(2) If the obligated bank wrongfully refuses to gay = mentis then negotiated to a holder in due course, the
cashier'scheck orcertified check, wrongfully stops pay  obligationof the acceptor is the amount of the instrument
mentof a tellets check or wrongfully refuses to pagis atthe time that it was taken Itlye holder in due course.
honoredtellers check, the person asserting the right to 403.414 Obligation of drawer. (1) This section
enforcethe check is entitled to compensation for expen doesnot apply to cashiés checks oother drafts drawn
sesand loss ointerest resulting from the nonpayment on the drawer
andmay recover consequential damages if the obligated  (2) If an unaccepted draft is dishonored, dnawer
bankrefuses to pay after receiving notice of particular is obliged to pay the draft according to its terms at the
circumstancegiving rise to the damages. time that it was issuedr, if not issued, at the time that it

(3) Expenses or consequential damages usuler first came into possession of a holderif the drawer
(2) are not recoverable if the refusal of the obligated bank signedan incomplete instrument, accorditggits terms
to pay occurs because of any of the following: whencompleted, to the extent stated in ss. 40B4nd

(a) The bank suspends payments. 403.407. The obligation is owed to@erson entitled to

(b) The obligated bank asserts a claim or defense ofenforcethe draft or to an endorser who paid the draft
the obligated bank that it has reasonable grouttds unders. 403.415.
believeis available against the person entitled to enforce  (3) If a draft is accepted by a bank, the drawer is dis
the instrument, including a claim or defense that arises chargedregardless of when or by whom acceptance was
from accepting, in good faith and exercising ordinary obtained.
care,an instrument as payment focashiets check or (4) If adraft is accepted and the acceptor is not a bank,
teller’s check, wherghe instrument accepted as payment the obligation of thedrawer to pay the draft if the draft is
for the cashies check or tellés check was, and the cbli  dishonoreddy the acceptor is the same as the obligation
gatedbank was without notice th#tie instrument was,  of an endorser under s. 403.415 (1) and (3).
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(5) If a draft states that it is drawn “without recourse” (e) The warrantor has no knowledge of any insol
or otherwise disclaimBability of the drawer to pay the  vencyproceeding commenced with respicthe maker
draft, the drawer is not liable under sub. (2) to [lag or acceptor grin the case of an unaccepted draft, the
draftif the draft is not a checkA disclaimer of the liabil drawer.
ity stated in sub. (2) is notfettive if the draft is a check. (2) A person to whom the warranties under sub. (1)

(6) If a check is not presented for payment or given aremade and who took the instrument in good faith may
to a depositary bank for collection within 30 days after its recoverfrom the warrantor as damages for breackasf
date,the drawee suspends payments after expiration ofrantyan amount equal to the lossfeuéd as a result of
the 30—day period without paying the check, and becausethe breach, but not more than the amount of the instru
of the suspension of payments, the drawer is deprived ofment plus expenses and loss of interesturred as a
fundsmaintained with thelrawee to cover payment of resultof the breach.
the check, the draweto the extentleprived of funds, (38) The warranties stated in sub. (1) may not be dis
may dischage its obligation to pay the check by claimedwith respect to checks. Unless notice of a claim
assigningo theperson entitled to enforce the check the for breach of warranty is given to the warrantor within 30
rightsof the drawer against the drawee with respect to thedaysafter the claimant has reason to know of the breach
funds. andthe identity of the warrantothe liability of the war

403.415 Obligation of endorser (1) Subject to rantorunder sub. (2) is disclged to the extent of any
subs.(2) to (5) and to s. 403.419 (4), if an instrument is losscaused by the delay in giving notice of the claim.
dishonoredan endorser is obliged to pay the amount due  (4) A causeof action for breach of warranty under
on the instrument according to the terms of the instru this section accrues when the claimant has reason to
mentat the time that it was endorsed, or if the endorser know of the breach.
endorsedan incomplete instrument, according to its 403.417 Presentment warranties. (1) If an unae
termswhen completed, to the extent stated iM68.1.5 cepteddraft is presented to the drawee for payment or
and403.407. The obligation of the endorseowed to acceptancand the drawee pays or accepts the draft, the
aperson entitled to enforce the instrument or to a subse personobtaining payment or acceptance, at the tifhe
guentendorser who paid the instrument under this sec presentmentand gprevious transferor of the draft, at the
tion. time of transfeywarrant to the drawee making payment

(2) If an endorsement states that it is made “without or accepting the draft in good faith that all of théow-
recourse’or otherwise disclaims liability of the endorser ing apply:
theendorser is not liable under siib) to pay the instru (a) The warrantor is, or was at the time that the-war
ment. rantortransferred the draft, a person entitled to enforce

(3) If notice of dishonor of amstrument is required  thedraft or authorized to obtain payment or acceptance
by s. 403.503 and notice of dishonor complying with that of the draft on behalf of a person entitled to enforce the
sectionis not given to arendorserthe liability of the draft.
endorseunder sub. (1) is dischged. (b) The draft has not been altered.

(4) If a draft is accepted by a bank after an endorse (c) Thewarrantor has no knowledge that the signa
mentis made, the liability of the endorser under gdb. ture of the drawer of the draft is unauthorized.
is dischaged. (2) A drawee making payment may recover from any

(5) If an endorser of a check is liable under sub. (1) warrantordamages for breach of warrarggual to the
andthe check is not presented faayment, or giventoa amountpaid by the drawee less the amount that the
depositarybank for collection, within 3@ays after the  draweereceived or is entitled to receifrem the drawer
dayon which the endorsement was made, the liability of becauseof the payment. In addition, the drawee is
theendorser under sub. (1) is disajed. entitledto compensation fazxpenses and loss of interest

403.416 Transfer warranties. (1) A person who resultingfrom the breach. The right ¢iie drawee to
transfersan instrument for consideration warrants to the recoverdamages under this subsection is nfgtcééd by
transfereaand, if the transfer is bgndorsement, to any  any failure of the drawee to exercise ordinary care in

subsequertransferee that all of the following apply: makingpayment. If the drawee accefite draft, breach

(&) The warrantor is a person entittecenforce the  of warranty is a defense to the obligation of the acceptor
instrument. If the acceptor makes payment with respect talthg,

(b) All signatures on the instrument are authentic and theacceptor is entitled to recover from any warrantor for
authorized. breach of warranty the amounts stated in this subsection.

(c) The instrument has not been altered. (3) If a draweeasserts a claim for breach of warranty

(d) The instrument is not subject to a defense or claim undersub. (1) basedn an unauthorized endorsement of
in recoupment olny party which can be asserted against thedraft or an alteration of the draft, the warrantor may
thewarrantor defendby proving that the endorsement ifeefive under
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S.403.404 or 403.405 or the drawer is precluded under srecovergpayment or revokes acceptance under sub. (1) or
403.4060r 404.406 from asserting against the drawee the(2), the instrument isonsidered not to have been paid or
unauthorizecendorsement or alteration. acceptedand is treated as dishonored, and the person
(4) If a dishonored draft is presentied payment to from whom payment is recovered has rights as a person
thedrawer or an endorser or any other instrumepids entitled to enforce the dishonored instrument.
sentedfor payment to a partgbliged to pay the instru 403.419 Instruments signed for accommodation.
mentandpayment is received, the following rules apply: (1) If an instrument is issued for value given for the bene
(a) The person obtaining payment and a prior trans fit of a party to the instrument (“accommodated party”)
feror of the instrument warrant to the person making pay and another party to the instrument (“accommodation
ment in good faith that the warrantor is, or was at the time party”) signs the instrument for the purpose of incurring
thatthe warrantor transferred the instrumenpeason jiability on the instrument without being a direct benefi
entitledto enforce the instrument or authorized to obtain cjary of the value given for the instrument, the instrument

paymenton behalf of a person entitled to enforce the s signed by the accommodation party “for accommoda
instrument. tion”.

(b) The person making payment may recover from  (2) An accommodation party may sign timstru
anywarrantor forbreach of warranty an_amount equalto mentas makerdrawer acceptor or endorser and, subject
theamount paid plus expenses and lofssterest result 1o sup, (4), is obliged to pay the instrument in the capacity
ing from the breach. _ in which the accommodation party signs. The obligation

(5) The warranties stated in subs. (1) and (4) may notyt an accommodatioparty may be enforced notwith
bedisclaimed with respect to checks. Unlesice ofa  giandingany statute of frauds and whether or not the

claim for breach of warranty is given to the warrantor ..o mmodationparty receivesconsideration for the
within 30 days after the claimant has reason to kabw accommodation

thebreach and the identity of the warrantbe liability 3) A - . :

U person signing an instrument is presumed to be
oftthetw?rrantlor under Slébt') (Zt%or d(4l) |s.d|sgle.ealrto tf:g fan accommodation party and there is notice that the
extent ot any 10ss caused by the delay in giving NOLCE OF sy ments signed for accommodatidfthe signature

theclaim. . : .
(6) A causeof action for breach of warranty under is an anomalous endorsement israccompanied by
words indicating that the signer is acting as surety or

this section accrues when the claimant has reason to . L
know of the breach. guarantomwith respect to the obligation of another party

403.418 Payment or acceptance by mistake(1) to the instrument. Except as provided in s. 403.605, the
Except«:as provided in sub. (3), if the drawee of a draft obliggtionof an accommodation party to pay the inst.ru
paysor accepts the draft and the drawee acted on the miSment|s not afected by the fact that the person enforcing

taken belief thatpayment of the draft had not been the obligation had notice when the instrument talen

stoppedpursuant to s. 404.403 or that the signature of the .by that person that the accommodation party signed the

drawer of the draft was authorized, the drawee may nStrumentor accommodation.

recoverthe amount of the draft from the persomvttom (4) If the signature of a party to an instrument is
or for whose benefit payment was madsrothe case of accompanied bywordsindicating unambiguously that

acceptancemay revoke the acceptance. Rightshaf theparty is guaranteeing collection rather than payment
draweeunder this subsection are rediected by failure of the obligation of another party to the instrument, the
of the drawee to exercise ordinary care in payng  Signeris obliged to pay the amount due on the instrument
acceptinghe draft. to a person gntltled to enforce the instrument ondnif

(2) Except aprovided in sub. (3), if an instrument  Of the following occurs: .
hasbeen paid or accepted by mistake and the case is not (&) Execution of judgment against the other party has
coveredby sub. (1), the person paying or accepting,may Peenreturned unsatisfied.
to the extenpermitted by the law governing mistake and ~ (b) The other party i;solvent or in an insolvency
restitution,recover the payment from the person to whom Proceeding.

or for whose benefit payment was madeimthe case of (c) The other party cannot be served with process.
acceptancanay revoke the acceptance. (d) Itis otherwise apparent thpayment cannot be
(3) The remedies provided by sub. (1) or (2) may  obtainedfrom the other party

be asserted against a person who ttakinstrument in (5) An accommodation party who pays the instru
goodfaith and for value or who in good faith changed mentis entitled to reimbursement from the accoramo
positionin reliance on the payment or acceptarthis dated party and is entitled to enforce the instrument
subsectiondoes not limit remedies provided b againstthe accommodated partyAn accommodated
403.4170r 404.407. party who pays the instrument has no right of recourse

(4) Notwithstanding s. 404.215, @ instrument is  against,and is not entitled taontribution from, an
paid or accepted by mistakend the payer or acceptor accommodatiomarty
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403.420 Conversion of instrument.(1) Thelaw theterms of the instrument, an agreement of the parties
applicableto conversiorof personal property applies to  or other applicable law or rule.
instruments.An instrument is also convertedtifs taken (d) The party to whom presentment is made may treat

by transfey other than aegotiation, from a person not presentmenasoccurring on the next business day after
entitled to enforce the instrument or a bank makes or theday of presentment ihe party to whom presentment
obtainspayment with respect the instrument for a per  is made has established a céitedur not earlier than 2

son not entitled to enforce the instrument or receive pay p.m. for the receipt and processing of instruments pre

ment. An actionfor conversion of an instrument may not sentedfor payment or acceptan@nd presentment is
be brought by the issuer or acceptor of the instruroent  madeatfter the cutdfhour.

by a payee or endorsee who dut receive delivery of the 403.502 Dishonor. (1) Dishonor of a note is gev
instrumenteither directly or through delivery to agent ernedby the following rules:
ora copayee. (a) If the note is payable on demand, the note is dis

~ (2) Inan action under sub. (1), the measure of liability honoredf presentment is duly made to the maker and the
is presumed to be the amount payable on the instrumentyoteis not paid on the day of presentment.

butrecovery may not exceed the amount of the pléstif (b) If the note is not payable on demand and is pay
interestin the instrument. _ ableat or through a bank or the terms of the metuire
(3) A representative, other than a depositeapk,  presentmentthe note is dishonored if presentment is

who has in good faith dealt with an instrument or its pro
ceedn behalf of one who was not the person entfted
enforcethe instrument is not liable in conversion to that
personbeyond the amount of any proceeds that it has not
paid out.

duly made and the note is not paid on the day on which
it becomes payable or the day of presentment, whichever
is later

(c) If the note is not payable on demand and (ar
does not applythe note is dishonored if it is not paid on
theday on which it becomes payable.

(2) Dishonor of an unaccepted draft other than a doc
umentarydraft is governed by the following rules:

SUBCHAPTER V
DISHONOR
403.501 Presentment. (1) “Presentment” means a

demandmade by or on behalf of a person entitled to .
enforcean instru>r/nent to do any of thepfollowing: (2) 1f a check is duly presented for payment to the

() Pay the instrument made to the drawee or a partypayerbank otherwise than for immediate payment over
: : . the countey the check is dishonored if the payer bank
obligedto pay the instrument gin the case of a note or

makestimely returnof the check or sends timely notice
accg)p))tepc\icg(reapftt 2%22';2;2 ?g?ﬁé tg rgxetéank. of dishonor or nonpayment under s. 404.301 or 404.302,

(2) The following rules are subject to ch. 404, agree or becomesaccountable for the amount of the check

mentof the parties, and clearinghouse rules and the "ke:unders. 404.302.

(a) Presentment may be made at the place of payment (b) Ifa draftis _pay_able on de_mand gt (2) does
of the instrument and shall be made at the place of pay "0t@PPly the draft is dishonored if presentment for-pay

mentif the instrument is payable at a bankhe United ment is duly made to the drawee and the draft is not paid
States:may be made by any commercially reasonable ©Nthe day of presentment.

meansjncluding an oral, written or electronic communi (c) If adraftis payable on a date stated in the draft,
cation; is efective when the demanfbr payment or thedraft is dishonored if presentment for payment is duly
acceptancés received by the person to whamesent ~ Madeto the drawee and payment is not made orléye
mentis made; and is fefctive if made to any one of 2 or  ON which the draft becomes payable or the day of present
moremakers, acceptors, drawees or other payers. ment,whichever is lateror if presentment feeicceptance

(b) Upon demand of the person to whom presentmentis duly made before the day on which the draft becomes

is made, the person making presentment shall dothieof — Payableand the draft is not accepted on ti#&y of pre
following: sentment.

1. Exhibit the instrument. (d) If a draft is payablen elapse of a period of time

2. Give reasonable identification and, if presentment aftersight or acceptance, the draft is dishonored i pre
is made on behalf of another person, reasonable evidencéentmenfor acceptance is duly made and the draft is not
of authority to do so. acceptedn the day of presentment.

3. Sign a receipt on the instrument for any payment ~ (3) Dishonor of an unaccepted documentary draft
madeor surrendethe instrument if full payment is made. occursaccording to the rules stated in sub.({9)to (d),

(c) Without dishonoring the instrument, the party to exceptthatpayment or acceptance may be delayed-with
whom presentment is made may return the instrufoent  out dishonor until no later than the closetloé 3rd busi
lack of a necessary endorsement or refuse payment omessday of the drawee following the day on which pay
acceptancéor failure of the presentment to comply with mentor acceptance is required by those paragraphs.
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(4) Dishonor of an accepted draft is governed by the  (d) The drawer or endorser whose obligation is being
following rules: enforcedhas waived presentment otherwise has no
(a) If the draft is payable on demand, the draft is dis reasorto expect or right to require that the instrument be
honoredif presentment for payment is duly made to the paidor accepted.
acceptorand the draft is not paid on the day of present (e) The draweiinstructed the drawee not to pay or
ment. acceptthe draft or the drawesas not obligated to the
(b) If the draft is not payable on demand, the draft is drawerto pay the draft.
dishonoredf presentment for payment is duly made to (2) Notice of dishonor is excused if, by the terms of
the acceptor and payment is not made on the day onthe instrument, notice of dishonor is not necessary to
which it becomes payable or the day of presentment,enforcethe obligation of a party to pay the instrument
whicheveris later if the party whose obligation is being enforeeaived
(5) In any casen which presentment is otherwise notice of dishonor A waiver of presentment is also a
requiredfor dishonor under thisection and presentment waiver of notice of dishonor
is excused under s. 403.504, dishonor occurs without pre  (3) Delay in giving notice of dishonds excused if
sentmentf the instrument is not duly accepted or paid. thedelay was caused by circumstances beyond the con
(6) If a draft is dishonored because timely acceptancetrol of the person giving the notice and the person giving
of the draft was not made and the person entitled tothe notice exercised reasonable diligeafter the cause
demandacceptance consents to a late acceptance, fronof the delay ceased to operate.
thetime of acceptance the draft is treated as never having 403.505 Evidence of dishonor(1) The following
beendishonored. areadmissible as evidence and create a presumption of
403.503 Notice of dishonor (1) The obligation of dishonorand of any notice of dishonor stated:
anendorser stated in s. 403.415 (1) and the obligation of  (a) A document regular in form as provided in sub.
a drawerstated in s. 403.414 (4) may not be enforced (2) which purports to be a protest.

unlessthe endorser or drawer is giveatice of dishonor (b) A purportedstamp or writing of the drawee, payer

of the instrument complying with this section or notice of bankor presenting bank on or accompanying the instru

dishonoris excused under s. 403.504 (2). mentstating that acceptance or payment has been refused
(2) Notice of dishonor may be given by gosrson; unlessreasons for the refusal are stated and the reasons

may be given by any commercially reasonable means, arenot consistent with dishonor

including an oral, writteror electronic communication; (c) A book or record of the drawee, payer bank or col

andis suficient if it reasonably identifies thastrument lecting bank kept in the usual course of business which
andindicates that the instrument has been dishonored orshowsdishonoy even ifthere is no evidence of who made
hasnot been paid or accepted. Return of an instrumentthe entry
givento a bank for collection is didient notice of dis (2) A protest is a certificate of dishonor made by a
honor. U.S. consul or vice consul, or a notary public or ofex

(3) Subject to s. 403.504 (3), with respect to an instru sonauthorized to administer oaths by the law of the place
menttaken for collection by collecting bank, notice of  wheredishonor occurs. A protest may be made upon
dishonorshall be given by the barilefore midnight of informationsatisfactory to thgterson. The protest shall
the next banking day following the banking day on which identify the instrument and certify either that present
thebank receives notice of dishonortbé instrumentor  menthasbeen made oif not made, the reason why it was
by any other person within 30 days following the day on notmade, and that the instrument bagn dishonored by
which the person receives notice of dishondiith nonacceptancer nonpayment. The protest may alse cer
respecto any other instrument, notice of dishonor shall tify that notice of dishonor has been given to some or all
be given within 30 days following the day on which-dis  parties.
honoroccurs. SUBCHAPTERVI

403.504 Excused pesentment and notice oflis- DISCHARGE AND AYMENT
honor. (1) Presentment for payment or acceptance of an  403.601 Discharge and effect of discharggl) The
instrumentis excused ifiny of the following conditions  obligationof aparty to pay the instrument is disohed

exists: asstated in this chapter or by an act or agreement with the
(a) The person entitled to present the instrument can partywhich would dischaye an obligation to pay money
notwith reasonable diligence make presentment. undera simple contract.

(b) The maker or acceptor has repudiated an obliga (2) Dischage of the obligation of a party is nofet-
tion to pay the instrument or is deadminsolvency pre tive against a person acquiring rights diader in due
ceedings. courseof the instrument without notice of the disalr

(c) By the terms ofhe instrument, presentment is not 403.602 Payment. (1) Subject to sub. (2), an instru
necessaryo enforce the obligation of endorsers or the mentis paid to the extent that payment is made by or on
drawer. behalfof a party obliged to pathe instrument and to a
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personentitled to enforce the instrumento the extent

of thepayment, the obligation of the party obliged to pay
the instrument is dischged even though paymeigt
madewith knowledge of a claim tthe instrument under
5.403.306 by another person.

(2) The obligation of a party to pay the instrument is
not dischaged under sub. (1) if any of the following
applies:

(&) A claim to the instrument under s. 403.306 is
enforceableagainst the party receiving payment aag
mentis made with knowledge by the payer thayment
is prohibited by injunction osimilar process of a court
of competent jurisdiction, pin the case of an instrument
otherthan a cashiés check, tellés check or certified
check,the party makingpayment accepted, from the per
sonhaving a claim to thanstrument, indemnity against
lossresulting from refusal to pay the person entitled to
enforcethe instrument.

(b) The person making payment knows that the

instruments a stolen instrument and pays a person with

knowledgethat the person is in wrongful possession of
theinstrument.
403.603 Ender of payment. (1) If tender of pay
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(2) Cancellation or striking out of an endorsement
pursuantto sub. (1) (a) does notfa€t the status and
rightsof a party derived from the endorsement.

403.605 Discharge of endorsers and accommoea
tion parties. (1) In this sectionfendorser” includes a
drawerhaving the obligationlescribed in s. 403.414 (4).

(2) Dischage, under s. 403.604, of the obligation of
a party to pay an instrument doest dischage the
obligationof anendorser or accommodation party hav
ing a right of recourse against the disgeat party

(3) If a person entitled t@enforce an instrument
agreeswith or without consideration, to an extension of
thedue date of the obligatiarf a party to pay the instru
ment,the extension dischges an endorser or accommo
dationparty having a right of recourse against the party
whose obligation is extended to the extent thhe
endorsepr accommodation party provésat the exten
sioncausedoss to the endorser or accommodation party
with respect to the right of recourse.

(4) If a person entitled tenforce an instrument
agreeswith or without consideration, to a matemabd
fication of the obligation of garty other than an exten
sion of the due date, the modification disalyes the

mentof an obligation to pay an instrument is made to a obligationof anendorser or accommodation party hav

personentitled to enforcehe instrument, the fefct of
tenderis governedy principles of law applicable to ten
derof payment under a simple contract.

(2) If tender of payment of an obligation to pay an
instrumentis made to a person entitled to enforce the
instrumentand the tender is refused, there is disghar
to the extent of the amount of the tenasdithe obligation
of an endorser or accommodatioerty having a right of
recoursawith respect to the obligation to which the-ten
der relates.

(3) If tender ofpayment of an amount due on an

ing a rightof recourse against the person whose obliga
tion is modified to the extent that the modification causes
loss to the endorser or accommodation party with respect
to the right of recourse. The lossfeudd by theendorser
or accommodation party as a result of the modification is
equalto the amount dahe right of recourse unless the-per
son enforcing the instrument proves that no loss was
causedyy the modification or that the loss caused by the
modificationwas an amount less than the amount of the
right of recourse.

(5) If the obligation of a party tpay an instrument

instrument is made to a person entitled to enforce theis secured by an interest in collateral and a person entitled

instrumentthe obligation othe obligor to pay interest
afterthe due date on the amount tendered is digeldar

to enforce the instrument impairs the value of the interest
in collateral, the obligation of an endorser or accommo

If presentment is required with respect to an instrumentdationparty having a right of recourse against the obligor
and the obligor is able and ready to pay on the due datds dischaged to the extent of the impairmerithe value

at every place of payment stated in the instrumim,
obligoris considered to havaeade tender of payment on
thedue date to the person entitledettforce the instru
ment.

403.604 Discharge by cancellation or enunci-
ation. (1) A person entitled to enforce an instrument,
with or without consideration, may discharthe obliga
tion of a party to pay the instrument by doing any of the
following:

(a) An intentional voluntary act, such as surrender of
theinstrumento the partydestruction, mutilation or can
cellationof the instrument, cancellation or striking ofit
the party’s signature or the addition of words to the instru
mentindicating dischage.

(b) Agreeing not to sue or otherwise renouncing
rightsagainst the party by a signed writing.

of an interesin collateral is impaired to the extent that the
valueof the interest is reduced to an amdess than the
amount of the right of recourse of the party asserting dis
charge or to the extent that the reduction in value of the
interestcauses aincrease in the amount by which the
amountof the right of recourse exceeds the valuthef
interest. The burden of proving impairment is on the
partyasserting dischge.

(6) If the obligation of a party is secured byiaterest
in collateral not provided by an accommodation party
anda person entitletb enforce the instrument impairs
thevalue of the interest icollateral, the obligation of any
partywho is jointly and severally liable with respéot
the secured obligation is disclygd to the extent that the
impairmentcauses the party asserting disgieato pay
morethan that party would have been obligegay tak
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ing into account rights of contributioif,impairment had
not occurred. If the party asserting disaeris an
accommodatiomparty not entitled to dischge under sub.
(5), theparty is considered to have a right to contribution
basedon joint and several liability rather tharright to
reimbursement. The burden of proving impairment is on
the party asserting dischge.

(7) Under sub. (5) or (6), impairing value of an inter
estin collateral includes all of the following:

(a) Failure to obtain or maintain perfection or
recordatiorof the interest in collateral.

(b) Release of collateral without substitution of
collateralof equal value.

(c) Failure to perform a duty to preserve the value of
collateralowed, under ch. 409 or other law a debtor or
suretyor other person secondarily liable.

(d) Failure to comply with applicable law in dispos
ing of collateral.

(8) An accommodation party is not disoipeal under

sub.(3), (4) or (5) unless the person entitled to enforce the

instrumentknows ofthe accommodation or has notice
unders. 403.419 (3) that the instrument was sigfoed
accommodation.

(9) A party is not dischgedunder this section if the
partyasserting dischge consents to the event or conduct
thatis the basis of the dischyr or if the instrument &
separateagreement of the party provides for waiver of
dischargeunder this section either specifically ordpr
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responsibilityfor its-ewnlack ofgood faith or failure to
exerciseordinary carer canlimit the measure of dam
agedfor-suchthelack or failure-but Howeveythe parties
may determineby agreement-determiriee standardsy
which suchthe banks responsibility is to be measured if
suchthosestandards are not manifestly unreasonable.

(2) Federal reserve regulatioasd operating-letters
circulars clearinghouse rules, and the like, have the
effectof agreements under suftt), whether or not spe
cifically assented to by all parties interested in items han
dled.

(3) Action or nonaction approved by this chapter or
pursuanto federal reserve regulations or operating let
tersconstitutexirculars isthe exercise of ordinary care
and,in the absence of special instructioastion or non
action consistent with clearinghouse rules and the like or
with a general banking usage not disapproved by this
chapteris prima facie-constitutehie exercise abrdinary
care.

(4) The specification or approval of certagroce
dureshy this chapter-does-not-constitigenot disap
provalof other procedures-whighatmay be reasonable
underthe circumstances.

(5) The measure of damages for failureekercise
ordinary carein handling an item is the amount of the
item reduced by an amoumthich that could not have
beenrealized by the-usexerciseof ordinary careand
where If there is alsdad faith it includes angther dam

eral language indicating that parties waive defenses agesif-any-sufered-bythe party sdéredas aproximate

basedon suretyship or impairment of collateral.
SecTioN 10. The unnumbered subchapter title-pre

consequence.
SecTIoN 14. 404.104 (1) (intro.) and (a) to (f) tie

ceding404.101 of the statutes is renumbered subchapterstatutesare amended to read:

| (title) of chapter 404.

SecTioN 11. 404.101 of the statutes is repealed.

SecTion 12. 404.102 of the statutes is amended to
read:

404.102 Applicability . (1) To the extent that items
within this chapter are also within-the-scopecht. 403
and408, they are subject theprovisions-ofthose chap
ters. Inthe-event off there isconflict the-provisionsf,
this chapter-govern-those gbvernsch. 403 but-thepre

visionsof ch. 408-governthose gbvernsthis chapter
(2) The liability of a bank for action or nonaction with

respecto-anyanitem handled by it for purposes of pre
sentmentpayment or collection is governed by the law
of the place where the bank is located. In the ohse
actionor nonaction by or at a branch or separdteebf
a bank, its liability is governed bthe law of the place
wherethe branch or separatdioé is located.

SecTion 13. 404.103 of the statutes is amended to
read:

404.103 (title) Variation by agreement; measue
of damages;-certaimaction constituting ordinary care.
(1) The efect of the provision®f this chapter may be

variedby agreement-except-that no-agreement loah

404.1041) (intro.) In this chapteunless the context
otherwiserequires:

(a) “Account” means any deposit or creditcount
with a bank-and-includes-a-checking;-time-interest er sav
ingsacecount_including a demand. time, savings, pass
book, share draft or like account, othtbian an account
evidencedy a certificate of deposit.

(b) “Afternoon” means the period of a day between
noon and midnight;

(c) “Banking day” means-thdhe part of-anya day
onwhich a bank is open to the public t@rrying on sub
stantiallyall of its banking functions;

(d) “Clearinghouse” means-aran association of
banksor other-payorpayersregularly clearing items;

(e) “Customer” means—anw person having an

accountwith a bank or for whom a bank has agreed to col

lect items-and-includedncluding a bank-carryinghat

maintainsan account-witkat another bank;

(®

“Documentary draft” meansﬁan%negenable or

thedraft; a draft to begresented for acceptance or pay
mentif specified documents, certificated securities or

the partiesto the agreement canndisclaim a banle

instructionsfor uncertificated securities, or othesrtifi-
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cates,statements or the like are to be received by the
draweeor other payer before acceptamegpayment of
thedraft.

SecTioN 15.404.104 (1) (g), (hand (j) of the statutes
arerenumbered 404.104 (1) (i), (j) afld and amended
to read:

404.104(1) (i) “ltem” means-anywninstrumentor
the payment-of money-even-though-itis-not-negotiable but
doesnot-include-moneyor a promise or order to pay
money handled by a bank forollection or payment.
“Item” does not include a payment order governedby
4100r a credit or debit card slip.

() “Midnight deadline” with respect to a bank is mid
nighton its next banking day following the banking day
on which it receives the relevaitéem or notice or from
which the time for taking action commences rtm,
whicheveris later;

(k) “Settle” means to pay in cash, by clearinghouse
settlement,in a chage or credit or by remittance, or
otherwiseas -instructecagreed A settlement may be
eitherprovisional or final;

SecTioN 16.404.104 (1) (g) and (h) of the statutes are
createdo read:

404.104(1) (g) “Draft” means a draft as defined in

$.403.104 (5), or an item, other than an instrument, thatbank™ “Bank” ; “collecting bank”; “payor-

is an order

(h) “Drawee” means a persamdered in a draft to
makea payment.

SecTioN 17. 404.104 (1) (i) of the statutes is
repealed.

SecTioN 18. 404.104 (1) (k) of thetatutes is renum
bered404.104 (1) (L).

SecTioN 19. 404.104 (2) (a) to (e) dhe statutes are
renumberedl04.104 (2) (c) to (g), and 404.1(®) (f), as
renumberedis amended to read:

404.104(2) (f) “Payor“Payerbank” — s. 404.105.

SecTioN 20. 404.104 (2) (a), (b) and (h) of the stat
utes are created to read:

404.104(2) (a) “Agreement for electronic present
ment” —s. 404.10 (1).

(b) “Bank” — s. 404.105 (1).

(h) “Presentment notice” — s. 4040L(1).

SecTioN 21. 404.104 (2) (f) of the statutes is
repealed.

SecTioN 22. 404.104 (3) (a) of the statutes is
amendedo read:

404.104(3) (a) “Acceptance” — s-403.414D3.409

Q.

SecTioN 23. 404.104 (3) (b), (d), (f), (gdnd (h) of
the statutes areenumbered 404.104 (3) (d), (f), (h), ()
and(n), and 404.1043) (j) and (n), as renumbered, are
amendedo read:

404.104(3) (j) “Natice of dishonor” — s--403.508
403.503

(n) “Presentment” — s.-403.5Q13.501 (1)
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SECTION 24. 404.104 (3) (b), (c), (e), (afi), (k) to
(m) and (p) to (s) of the statutes are created to read:

404.104(3) (b) “Alteration” — s. 403.407 (1).

(c) “Cashiers check” — s. 403.104 (7).

(e) “Certified check” — s. 403.409 (4).

(g) “Good faith” — s. 403.103 (1) (d).

(i) “Instrument” — s. 403.104 (2).

(k) “Order” —s. 403.103 (1) (f).

(L) “Ordinary care” — s. 403.103 (1) (Q).

(m) “Person entitled to enforce” — s. 403.301.

(p) “Promise” — s. 403.103 (1) (i).

(q) “Prove” — s. 403.103 (1) (j).

(r) “Teller's check” — s. 403.104 (8).

(s) “Unauthorized signature” — s. 403.403.

SecTioN 25.404.104 (3) (c), (e), (i) and (j) of the stat
utesare repealed.

SECTION 26. 404.104(4) of the statutes is amended
toread:

404.1044) In addition,ch. 401 contains general def
initions and principles of construction and interpretation
applicablethroughout this chapter

SecTiION 27. 404.105 (intro.) ofthe statutes is
amendedo read:

404.105 (title) “Depositary-bank”;“intermediary—
“deposi-
tory bank”; “intermediary bank”; “payer bank”;

“presenting bank”“r-emitting-bank™. (intro.) In this
chaptemnless-the context-otherwise requires

SecTioN 28. 404.105 (1) to (5) of the statutes are
renumbered04.105 (2) to (6) and amended to read:

404.105(2) “Collecting bank” means-anw bank
handlingtheanitem for collection except the-paypayer
bank;

(3) “Depositary bank” means the first bankahich
takean item-is-transferred-for-collectienen though it is
alsothe-payotpayerbank; unless the item is presented
for immediate payment over the counter

(4) “Intermediary bank” means-ambank to which
anitem is transferred in course of collection exdbet
depositaryor payorpayerbank;

(5) “Payor“Payerbank” means a bank-by-which an
item-is-payable-as-drawn-or-acceptibdt isthedrawee

of a draft.

(6) “Presenting bank” mearsyabank presenting
anitem except a-paygrayerbank;

SecTioN 29. 404.105 (1) of the statutéscreated to
read:

404.105(1) “Bank” means a person engaged in the
businesof banking, including aavings bank, savings
andloan association, credit union or trust company

SecTion 30. 404.105 (6) of the statutes is repealed.

SecTion 31. 404.106 to 404.108 of the statutes are
renumberedl04.107 to 404.109 and amended to read:

404.107 Separate office of a bank. A branch or sep
arateoffice of a bank is a separate bank for the purpose
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of computing the time within which and determining the
placeat or to which action malge taken or notices or
ordersshallmustbe givenunder this chapter and under
ch.403.

404.108 Time of receipt of items. (1) For thepur

poseof allowing time to process items, prove balances

andmake the necessary entries on its bookietermine
its position for the dgya bank may fix an afternodmour
of 2 p.m. orater as a-cut=bfutof hour for the handling

of money and items and the making of entries on its referenceo “item” or

books.
(2) -Any An item or deposit of money received on any
day after a-cut=dfcutof hour so fixed or after the close
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tion describing the item (“presentment notice”) rather
thandelivery of the item itself. The agreement may- pro

vide for procedures governing retention, presentment,
payment,dishonor and other matters concerning items
subjectto the agreement.

(2) Presentment of dtem pursuant to an agreement
for electronic presentment is made when the presentment
noticeis received.

(3) If presentment is made by presentment noéce,
“check” in this chapter means the
presentmentotice unless the context otherwise indi
cates.

SecTioN 35. 404.1110f the statutes is created to read:

of the banking day may be treated as being received atthe 404.111 Statute of limitations. An action to enforce

openingof the next banking day

404.109 Delays. (1) Unlessotherwise instructed, a
collectingbank in a good faith &frt to secure payment
may;inthe casef aspecific-itemdtem drawn on a payer
otherthan a bankand with or without thapproval of any
personinvolved, maywaive, modify or extend time lim
its imposed or permitted by chs. 401 td 4&r a period
not in-excess-of-aexceeding additional banking-day
dayswithout dischage of-secondary-parties-and-without
drawers or endorsers lability to its transferor or-ang
prior party

(2) Delay by a collecting bank @ayerpayorbank
beyondtime limits prescribed or permitted biis. 401 to
411or by instructions is excusedtlfe delay ixaused by
interruption of communicationor computerfacilities,
suspensiorof payments by another bank, wamer
gencyconditions, failure of equipmenot other circum
stancedeyond the control of the bankprovidedrnd the
bank exercisessuch diligence as the circumstances
require.

SecTION 32.404.106 of the statutes is created to read:

404.106 Payable thiough or payable at bank; cot
lecting bank. (1) If an item states that it is “payable

an obligation, duty or right arising under this chapter
must be commenced within 3 years after the cause of
actionaccrues.

SecTioNn 36. The unnumbered subchapter title pre
ceding404.201 of the statutes is numbered subchapter I
(title) of chapter 404.

SecTioN 37. 404.201 of the statutes is amended to
read:

404.201 (title) Presumption—and-duration—of

agencystatus Statusof collecting-banksbank asagent
and provisional status of cedits; applicability of

chapter; item indorsed endorsed“pay any bank”. (1)
Unlessa contrary intent clearly appears and-prior to
beforethe time that aettlement given by a collecting
bank for an itemis or becomes final{ss--4041213),
404.212and-404.21.3he bank, with respect to the item,
is anagent or subagent of the owner of the item and any
settlement given for the item is provisional. This provi
sion applies regardless of the form of-indorsement
endorsementr lack of-indorsemengndorsemenand
eventhough credit given for the item is subject to imme
diatewithdrawal as of right ois in fact withdrawn; but
the continuance of ownership of an item by its owner and

through”a bank identified in the item, the item designates anyrights of the owner to proceeds of the item are subject
thebank as a collecting bank and does not by itself autho to rights of a collecting bankpch ashose resulting from
rize the bank to pay thigem and the item may be pre  outstandingadvanceson the item and-validights of
sentedor payment only by or through the bank. recoupmenbr setof. Whenlf an item is handled by

(2) If an item states that it is “payable at” a bankiden banksfor purposes of presentment, payment, aotlec
tified in theitem, the item designates the bank as a col tion or return the relevant provisions of thishapter
lectingbank and does not by itself authorize the bank to applyeven though action of thmarties clearly establishes
paythe item and the item may be presented for paymentthata particular bank has purchased the item atigeis
only by or through the bank. ownerof it.

(3) If adraft names a nonbank drawee and it is unclear  (2) After an item has been-indorsendorsedvith the
whethera bank named in the draft is a codrawee or-a col words “pay any bank” or thdike, only a bank may

lectingbank, the bank is a collecting bank.
SecTioN 33. 404.109 of the statutes is repealed.
SecTioN 34.404.110 of the statutes is createdéad:
404.110 Electronic presentment. (1) “Agreement

for electronic presentment” means an agreement,-clear

acquirethe rights ofa holder_until any of the following
occur

(a) UntiltheTheitem has been returned to the-cus
tomerinitiating collection;-or

(b) Until-the Theitem has been specially-indorsed

inghouse rule or federal reserve regulation or operatingendorsedy a bank to a person who is not a bank.

circular, providing that presentment of an item may be
madeby transmission of an image of an item or informa

SecTioN 38. 404.202 (title) and (1) (intro.) and (a) to
(c) of the statutes are amended to read:
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404.202 (title) Responsibility for collection or
return ; when action seasonabl¢imely. (1) (intro.) A
collectingbank must-usexerciseordinary care in all of
the following:

(a) Presenting an item or sendimdpr presentment;
and

(b) Sending noticef dishonor or nonpayment or
returningan item other thaa documentary draft to the

bank’stransferor after learning that the item has not been

paidor accepted, as the case may-be; and

(c) Settling for an item when the bank receifieal
settlementand

SecTioNn 39. 404.202 (1) (d) of the statutes is
repealed.

SecTioN 40. 404.202 (1) (e) of thetatutes is renum
bered404.202 (1) (d).

SecTION 41. 404.202 (2) and (3) of the statutes are
amendedo read:

404 202(2) A collectmg bank4akmg4srepepaetlon
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(a) Any An item directdirectly to the-payompayer
bank;

(b) Any An item to-anya nonbank-payopayerif
authorizedby its transferor-and

(c) -Any An item other than documentary drafts-to any
anonbank-payopayer if authorizedby federal reserve
regulationor operating-lettecircular, clearinghouse rule
or the like.

(3) Presentmennay be made by a presenting bank
ata place where the-paypayerbank or other paydras
requestedhat presentment be made.

SecTION 44. 404.205 of the statutes is repealed and
recreated to read:

404.205 Depositary bank holder of unendorsed
item. If a customer delivers an item to a depositary bank
for collection, all of the following apply:

(1) The depositary bank becomes a holder of the item
at the time that it receives the item for collection if the
customeiat the time of delivery was a holder of the item,
whetheror not the customer endorses the item, and, if the
banksatisfies the other requirements of s. 403.302, it is

within-a-reasonably longer-time-may be seasonable buta holder in due course.

thebank-has-the burdei so-establishingxercises ordi

nary care under sulfl) by taking proper action before its
midnightdeadlinefollowing receipt of an item, notice or
settlement.Taking proper action within a reasonably-lon

gertime may constitute the exercise of ordinary care, but

the bank has the burden of establishing timeliness

(3) Subject to sub. (1) (a), a bank is not liable for the
insolvency,neglect,misconduct, mistake or default of
anotherbankor person or for loss or destruction of an
itemin the possession of othersimitransit-or-in-the-pes
sessiorpfothers

SecTION 42. 404.203 of the statutes is amended to
read:

404.203 Effect of instructions. Subject to-th@rovi-
sionsof s.-403.4190 s. 403.42@oncerning conversion
of instruments and-the-provisionshafth-ch.-403-and-this
chapterto s. 403.20@oncerning restrictive-indorsements
endorsementonly a collecting banis transferor can
give instructions-whictthataffect the bank or constitute
noticeto it and a collecting bank is not liable to prior-par
tiesfor any action takepursuant te-suctiheinstructions
or in accordance with any agreement with its transferor

SecTION 43. 404.204 of the statutes is amended to
read:

404.204 (title) Methods of sending and pesent-
ing; sending-direct dir ectly to payor payer bank. (1)

A collecting bank-musthallsend items by eeasonably
promptmethod,taking into consideration-amglevant
instructionsthe nature of the item, the numbersaich
thoseitems on hand,-anthe cost of collection involved

(2) The depositary bank warrants to collecting banks,
the payer bank or other payer and the drawer that the
amountof the item was paid to the customer or deposited
to the customes account.

SecTioN 45. 404.206 of the statutes is amended to
read:

404.206 Transfer between banks. Any agreed
methodwhich thatidentifies the transferor bank is Buf
cientfor the items further transfer to another bank.

SecTION 46. 404.207 of the statutes is repealed and
recreated to read:

404.207 Transfer warranties. (1) A customer or
collecting bank that transfers an item and receives a
settlemenbr other consideration warrants all of the-fol
lowing to the transferee and to any subsequent collecting
bank:

(a) The warrantor is a person entitledenforce the
item.

(b) All signatures on the item are authentic and autho
rized.

(c) The item has not been altered.

(d) The item is not subject to a defense or claim in
recoupmenbf any party that can be asserted against the
warrantor.

(e) The warrantor has no knowledge of any insol
vencyproceeding commenced with respecthe maker
or acceptor grin the case of an unaccepted draft, the
drawer.

(2) If an item is dishonored, a customer or collecting
banktransferring the item and receiving settlement or

and the method generally used by it or others to presenbtherconsideration is obliged to pay the amount due on

suchthoseitems.
(2) A collecting bank may send any of the following

the item according to the terms of the itenthattime it
wastransferred qrif the transfer was of an incomplete
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item, according to its terms when completeistated in
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404.208 Presentment warranties. (1) If an unae

$s.403.15 and 403.407. The obligation of a transferor cepteddraft is presented to the drawee for payment or
is owed to the transferee and to any subsequent collectingacceptancand the drawee pays or accepts the draft, the
bankthat takes the item in good faith. A transferor cannot personobtaining payment or acceptance, at the tirhe

disclaim its obligation under this subsection by an
endorsemendtating that it is madé&vithout recourse” or
otherwisedisclaiming liability

presentmentand goprevious transferor of the draft, at the
time of transfer warrant tothe drawee that pays or
acceptghedraft in good faith that all of the following

(3) A person to whom the warranties under sub. (1) conditionsexist:

aremade and who toake item in good faith may recover

(a) The warrantor is, or was at the time the warrantor

from the warrantor as damages for breach of warranty antransferredhe draft, a persoentitled to enforce the draft

amountequal to the loss defed as a result of the breach,
but not more than the amount of the item pdupenses
andloss of interest incurred as a result of the breach.

(4) The warranties stated in sub. (1) cannot be dis

claimedwith respect to checks. Unless notide claim

for breach of warranty is given to the warrantor within 30

or authorized to obtain payment or acceptance ot
on behalf of a person entitled to enforce the draft.
(b) The draft has not been altered.
(c) Thewarrantor has no knowledge that the signa
ture of the purported drawer of the draft is unauthorized.
(2) A drawee makingpayment may recover from a

daysafter the claimant has reason to know of the breachwarrantordamages for breach of warrarggual to the

andthe identity of the warrantpthe warrantor is dis

amountpaid by the drawee less the amount the drawee

chargedo the extent of any loss caused by the delay in receivedor is entitled to receive from the drawer because

giving notice of the claim.
(5) A causeof action for breach of warranty under

of the payment. In addition, the drawee is entitled to
compensatioffior expenses and loss of interest resulting

this section accrues when the claimant has reason tofrom the breach. Theght of the drawee to recover dam

know of the breach.
SecTION 47. 404.208 of the statutes is renumbered
404.210,and 404.210 (1jintro.), (a) and (b), (2) and (3)

agesunder this subsection is nofedfted by any failure
of the drawee to exercise ordinary care in making pay
ment. If the drawee accepts the draft, breach of warranty

(intro.), () and (b), as renumbered, are amended to readis a defense to the obligation of the accepod ifthe

404.210(1) (intro.) A collectingbank has a security
interestin an item and angccompanying documents or
the proceeds of either in any of the following situations

(a) In case of an item deposited in an accotanthe
extentto which credit given for the itefmas been with
drawnor applied;

(b) In case of an item for which it has given credit
availablefor withdrawal as of right, to the extent of the
creditgiven,whether or not the credit is drawn upon and
whetheror notthere is a right of chge—back;-ar

(2) Whenlf credit-which-has-beegiven forseveral

acceptormakes payment with respect to the draft, the
acceptoiis entitled to recover fromwarrantor for breach
of warranty the amounts stated in this subsection.

(3) If a draweeasserts a claim for breach of warranty
undersub. (1) basedn an unauthorized endorsement of
thedraft or an alteration of the draft, the warrantor may
defendby proving that the endorsement ieefive under
S.403.404 or 403.405 or the drawer is precluded under s.
403.4060r 404.406 from asserting against the drawee the
unauthorizedendorsement or alteration.

(4) If a dishonored draft is presentied payment to

items received at one time or pursuant to a single agreethedrawer or an endorser or any other itemprissented

mentis withdrawn or applied in pattye securitynterest
remainsupon all the items, any accompanying docu
mentsor theproceeds of eitherFor the purpose of this
sectioncredits first given are first withdrawn.

(3) (intro.) Receipt by a collecting bank offiaal
settlemenfor an item is a realization on its security inter

for payment to a party obliged to pay fitem, and the
item is paid, the person obtaining payment angtiar
transferorof the item warrant to the person makpay-
mentin good faiththat the warrantor is, or was at the time
the warrantor transferred the item, a person entitled to
enforcethe item or authorized tobtain payment on

estin the item, accompanying documents and proceeds.behalfof a person entitled to enforce the item. The person

Tothe extent-and-sBolong as the bank does not receive

making payment mayecover from any warrantor for

final settlement for the item or give up possession of the breachof warrantyan amount equal to the amount paid

item or accompanying documentsr purposes other

plus expenses and loss of interest resulting from the

than collection, the security interest continues to that breach.

extentandis subject to-theprovisions oh. 409-except
that_but all of the following apply
(a) No security agreement is necessary to ntake
securityinterest enforceable{s-409.203(1)(a)};.and
(b) No filing is required to perfet¢he security inter
est;and

SecTION 48. 404.208 of the statutes is created to read:

(5) The warranties stated in subs. (1) and (4) cannot
bedisclaimed with respect to checks. Unleetice of a
claim for breach of warranty is given to the warrantor
within 30 days after the claimant has reason to kabw
thebreach and the identity of the warrantbe warrantor
is dischaged to the exterdf any loss caused by the delay
in giving notice of the claim.
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(6) A causeof action for breach of warranty under
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SecTioN 53. 404.212 (title), (1) an@?) to (5) of the

this section accrues when the claimant has reason tostatutesare renumberedi04.214 (title), (1) and (3) to (6),

know of the breach.

SecTION 49. 404.209 of the statutes is renumbered
404.211and amended to read:

404.211 When bank gives value for purposes of
holder in due course. For purposes of determining its
statusas a holder in due course; #teankhas given value
to the extent that it has a security interesrintem-pre
videdthat if the bank otherwise complies with s. 403.302
onwhat constitutes a holder in due course.

SecTioN 50. 404.209 of the statutes is created to read:

404.209 Encoding and etention warranties. (1)

and404.214 (title), (1), (3), (4) and (6), as renumbered,
areamended to read:

404.214 (title) Right of charge—back or refund;
liability of collecting bank; return of item. (1) If a cot
lecting bank has made provisional settlement wigh
customerfor an item and-itselfails by reason of dis
honor,suspension of payments by a bank or otherwise to
receivea settlement for the item which is or becomes
final, the bank may revoke the settlement giventhy

charge=backhage backhe amount of any credit given
for the item to its customey accountpr obtain refund

A person who encodes information on or with respect to from its customerwhether or not it is able to return the

anitem after issue warrants émy subsequent collecting
bankand tothe payer bank or other payer that the infor
mationis correctly encodedlf the customer of a depesi
tary bank encodes, that bank also makes the warranty
(2) A person who undertakes retain an item pur
suantto an agreement for electronic presentment war

rantsto any subsequent collecting bank and to the payer

bankor otherpayer that retention and presentment of the
item comply with the agreementlf a customer of a
depositarybank undertakes to retain an item, thahk
alsomakes this warranty

(3) A person to whom warranties are made under this

sectionand who took the item in good faith may recover

from the warrantor as damages for breach of warranty an

amountequal to the loss defed as a result of the breach,

plusexpenses and loss of interest incurred as a result oﬁ

thebreach.

SecTioN 51. 404.210 of the statutes is renumbered
404.212and amended to read:

404.212 (title) Presentment by noticeof item not
payable by, through or at a bank; liability of seconr
dary-parties drawer or endorser (1) Unless otherwise
instructeda collectingoank may present an item not pay
ableby, through or at a bank by sending to the party to
acceptor pay a written notice that the bank holds the item

itemsitem, if by its midnight deadline or within a longer
reasonabléime after it learns the facts it returns the item
or sends notificatiomf the facts._If the return or notice
is delayed beyond the baskhidnight deadliner a lon
gerreasonable time after it learthe facts, the bank may
revokethe settlement, chae back the credit or obtain a
refund from its customerbut it is liable for any loss
resultingfrom the delay These rights to revokehage—
backand obtain refund terminate if and when a settle
mentfor the item received by the bank is or becomes final
(s5-404.21L (3)-and-404.213(2)-and(3))

(3) A depositary bank-whicthatis also the-payor
payermay -chage=backchage backthe amount of an

item to itscustome's account or obtain refund in accord
ncewith s. 404.301 governing return of an item received
y a-payomayerbank for credit on its books.

(4) The right to chaye—back is not &cted by any of
thefollowing:

(a) PriorPrevioususe of-thea credit given for the
item;-or.

(b) Failure by any bank to exercise ordinary care with
respectto the item,but -anya bank so failing remains
liable.

(6) If credit is given in dollars as the equivalent of the

for acceptance or payment. The notice must be sent invalue of an item payable in a foreigarrencymoney the
time to be received on or before the day when present dollaramount of any chge—-back or refund-shatiustbe

mentis due and the bank must meet any requiremfent
the party to accept or pay under-s--403.803.501by the
closeof the banks next banking dagfter it knows of the
requirement.

(2) Wherelf presentment is made by notice and nei
therhonor-nompayment, acceptance i@quest for com
pliancewith a requirement under s.-403.5083.501is
not received by theslose of business on the day after
maturity or, in the case of demand itenfy, the close of
busineson thethird 3rd banking day after notice was
sent,the presentingank may treat the item as dishonored

and chage any -secondary partyrawer or endorsdry

sendingthe-secondary-pariy notice of the facts.
SecTioN 52. 404.211 of the statutes is repealed.

calculatedbn the basis of the-buying-sighdnk—ofered

spotrate for the foreign-currenegoneyprevailing on the
day when the person entitled to the geatback or refund
learnsthat it will not receive payment in ordinacgurse.

SECTION 54.404.212 (1m) of the statutes is repealed.

SecTioN 55. 404.213 (title) and (1) (intro.), (a), (b)
and(d) of the statutes are renumbered 404.215 (titid)
(1) (intro.), (a), (b)and (c), and 404.215 (title) and (1)
(intro.) and (a) and (b), as renumbered, are amended to
read:

404.215(title) Final payment of item by payor
payer bank; when provisional debits and cedits
becomefinal; when certain credits become available
for withdrawal. (1) (intro.) An item is finally paid by
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a payorpayerbank when the bank has fidbne any of

thefollowing,-whichever-happens first
() Paid the item in cash;.or

(b) Settled for the item withoutreservih@vinga
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2. If the payompayerbank or other financial instiu
tion is located in this state, after not more thdradking
dayshave intervened between the bankilag on which
the item is received at the proof and transit facility of the

right to revoke the settlement-and-without-having-such depositoryand the banking day on which the funds are
right under statute, clearinghouse rule or agreement; or availablefor withdrawal.

SectioNn 56. 404.213 (1) (c) of the statutes is
repealed.

SecTioN 57.404.213 (1a) of the statutes is repealed.

SecTioN 58. 404.213 (2) to (4), (4m) and (5) of the
statutesare renumbered 404.215 (3) to (5), (5m) and (6),

3. If the-payompayerbank or other financial institu
tion is locatedin any other state, after not more than 7
bankingdays havéntervened between the banking day
onwhich the item iseceived at the proof and transit facil
ity of the depository and tHeanking day on which the

and404.215 (3), (4), (5), (5m) (a) and (b) 1., 2. and 3. and fyndsare available for withdrawal.

(6), as renumbered, are amended to read:
404.215(3) If provisional settlement for an item

betweerthe presenting and-paypayerbanks ismade

through a clearinghouse or bgebits or credits in an

(6) -A-depositof money-in-a-bank-is finalwhen-made
but;subject-tdSubject to applicablaw stating a time for
availability of funds andany right of thea bank to apply

theadeposit to an obligation of the-custogteedeposi

accountetween them, then to the extent that provisional tor, adeposit of monepecomes available for withdrawal

debitsor credits for the item arentered in accounts
betweenthe presenting and—payquayer banks or
betweenthe presenting and successive pdolecting

banksin a series, they become final upon final payment

of the item by the-payqrayerbank.

404.2154) If a collecting bank receivessattlement
for an item which is or becomes final(ss-404.@3)-and
404.213(2)), the bank is accountable to its customer for
theamount of the item and any provisional credit given

for the item in an account with its customer becomes

final.

(5) Subject to applicable law stating a time for availa
bility of funds and t@nyright of the bank to apply the
creditto an obligation of the customeredit given by a
bankfor an item in-ara customeés account-with-its-cus
tomerbecomes available for withdrawal as of right:

(a) Jn-any-case-wheléthe bank haseceived a provi
sional settlement for the item,—whesuchwhen the

settlemenbecomes final and the bank has had a reason

able time to Jearn-that the settlement-isfinmceive

return of the item and the item has not been received

within that time.

(b) In-any-case wheré the bank is both thedeposi
tary bank and-a-payahe payerbank and the item is
finally paid,—atatthe opening of the bargksecon@nd
bankingday following receipt of the item.

(5m) (a) -As-used-in this subsection, “banking day”
meansa business day as defined in s. 421.301 (6)ghat
not a federal legal holiday

(b) 1. If the item is a check or draft endorsed only by
the person to whom it was issued and is drawn ofréfae
sury of the United States;-thhis state-of Vibconsinor
any unit of local government-located this state, after
not more than one banking day has intervebetiveen
the banking day on which the check or draftéseived
atthe proof and transit facility of thraepository and the
bankingday on which the funds are available fath-
drawal.

asof right at the opening of the baskiext bankinglay
following afterreceipt of the deposit.

SecTion 59.404.213 of the statutes is created to read:

404.213 Medium and time of settlement by bank.

(1) With respect to settlement by a bank, the medium and
time of settlement may be prescribed by federal reserve
regulationsor circulars, clearinghouse rules andltke,

or agreement. In the absence of such prescription, all of
thefollowing apply:

(a) Themedium of settlement is cash or credit to an
accountin a federal reserve bank of gpecified by the
personto receive settlement.

(b) The time of settlement is:

1. With respect to tender of settlement by cash, a
cashier'scheck, or tellés check, when the cash or check
is sent or delivered.

2. With respect to tender of settlement by credit in an
accountin a federal reserve bank, when the credit is
made.

3. With respect to tender of settlement by a credit or
debitto an account in a bank, when the credit or debit
madeor, in the case of tender of settlement by authority
to chage an account, when the authority is sertediv-
ered.

4. With respect to tender of settlemédnt a funds
transferwhen payment is made pursuant to s. 410.406 (1)
to the person receiving settlement.

(2) If the tender of settlement is not by a medium
authorizedby sub. (1) or the time of settlementnist
fixed by sub. (1), no settlement occurs until the tender of
settlements accepted by the person receiving settlement.

(3) If settlement for antem is made by cashier
checkor tellers check and the person receiving settle
ment,before itsmidnight deadline does any of the-fol
lowing:

(a) Presents oforwards the check for collection,
settlements final when the check is finally paid.
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(b) Fails to present dorward the check for collec  mentlf a payor bank settlder a demand iterother than
tion, settlement is final at the midnigheadline of the  adocumentary draft)received-by-a-payer-bprésented
personreceiving settlement. otherwisethan for immediate payment over ttaunter

(4) If settlement for an item is made by giving author hasbeen-maddefore midnight of théanking day of
ity to chage the account of the bank giving settlement in receipt,the-payompayerbank may revoke theettlement
the bank receivingsettlement, settlement is final when andrecover-any paymetiie settlemerif, before it has
the chage is made by the bank receiving settlemént  madefinal payment{s-404.213-(13nd before its mid
thereare funds available in the account for the amount of night deadlinejt does any of the following

theitem. (a) Returns the item;-or
SecTioN 60. 404.214 of the statutes is renumbered (b) Sends written notice of dishonor or nonpayment
404.216and amended to read: if the item is-held-for protest or-is-otherwiseavailable
404.216 Insolvency andpreference. (1) Any If an for return.
itemis in or-comingcomesinto the possession ofpayor (2) If a demandtem is received by a paygayer

payeror collecting bank-whictthatsuspends payment  pankfor credit on its bookst may return suctheitem
andwhich theitem-ishasnot beerfinally paid-shallthe o send notice of dishonor and may revoke arggdit
item mustbe returned by the receiyénstee or agentin  given or recover the amount thereof withdrawn by its
chargeof the closed bank to the presenting bank or the ¢y stomerif it acts within the time limit and in the manner
closedbanks customer specifiedin sub. (1).

(2) If a-payorpayerbank finally pays an item and sus (3) Unless previous notice of dishonor has been sent,
pendspayments without making a settlement for the item 5 jtem is dishonored at théme when for purposes of
with its customer othe presenting bank which settlement  yisponorit is returned or notice sent in accordance with
is or becomes final, the owner of the item has a preferred,[hiS section
claim against the pay cp@@rbgnk. . (4) Anitem is returned:

. (3) If ap_ayermrb_ank givesora collectlng bank (a) As to an item-receivegresentedhrough a clear
givesor receives provisional settlement for an item and inghousewhen it is delivered to the presenting or last
tﬁi;%ﬁ:irrsﬁf;?gfe p\%migts’ thel Susf;ﬁg;:&es collectingbank or to the clearinghouse or is sent or deliv
P P S T eredin accordance with-itslearinghouseules;-or
becomingfinal if suchthefinality occurs automatically (b) In all other cases, when itsentor delivered to
uponthe lapse of certain time or the happening of certain '
event thebanks customer or transferor or pursuantto-the cus

) o ¥ ’ ’ tomer'sortransferds instructions.

(4) If a collecting bank receives from subsequent par . .
ties settlement for an itemwhich settlement is or to rj;g_T'ON 65.404.302 (itle) of thestatutes is amended
becomedinal and_the bankuspends payments without : . , -
makinga settlemenfor the item with its customer which ¢ ?04.302 (t'tlef), Payer Payerbank’s responsibility
settlements or becomefinal, the owner of the item has ' ate return of item. f th . bered
apreferred claim against suthe collecting bank. SecTioN 66. 404.302 of the statutes is renumbere

SecTioN 61. 404.214 (2) of the statutéscreated to ~ 404-302(1) and amended toread:
read: 404.3021) Inthe-absence of a-valid defense such as

404.214(2) A collectingbank returns an item when breachof-a-presentment warranty-unders-404.207 (1),
it is sent or delivered to the baslcustomer or transferor —f If an item is presented

or pursuant to its instructions. oA to and received by a-paypayerbank,the bank is
SECTION 62. 404.215 (2) of the statutéscreated to ~ accountabléor the amount of any of the following

read: (a) A demand itemother than a documentary dratft,
404.2152) If provisional settlement for an item does Whetherproperly payable or naif, the bank, in any case

not become final, the item is not finally paid. wherein whichit is not also the depositary bank, retains

Section 63. The unnumbered subchapter titlepre  theitem beyondnidnight of the banking day of receipt
ceding404.301 of thestatutes is numbered subchapter 11l Without settling for it orregardless-ofvhether_or nott

(title) of chapter 404 and amended to read: is also the depositary bank, does not pay or return the item
SUBCHAPTER I or send notice of dishonor until after its midnight dead
COLLECTION OF ITEMS: -RYOR linesox.
PAYER BANKS (b) Any other properly payable iteranless within
SecTION 64. 404.301 of the statutes is amended to thetime allowed for acceptance or payment of that item,
read: thebank either accepts or pays fteam or returns it and
404.301 (title) Deferred posting; recovery of pay accompanyinglocuments.
ment by return of items; time of dishonor;_return of SECTION 67. 404.302 (2) of the statutéscreated to

items by payer bank (1) Where-an-authorized-settle read:
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404.302(2) The liability of a payer bank to pay an SUBCHAPTER IV
item under sub. (1) is subject to defenses basduteach RELATIONSHIP BETWEEN-RYOR PAYER
of a presentment warranty or proof that the person seek BANK AND ITS CUSTOMER
ing enforcement of the liabilitpresented or transferred SeEcTION 74. 404.401(1) of the statutes is amended

theitem for the purpose of defrauding the payer bank. toread:
SecTioN 68. 404.303 (title) and (1) (intro.) and (a) to 404.401(1) As-againstitscustomea A bank may
(c) of the statutes are amended to read: chargeagainsthe-customes account-anyf a customer
404.303 (title) When items subject to notice;stop—  an item whichthatis -otherwiseproperly payable from
order stop—paymentorder, legal process or setoff; thataccount even though the chacreates an overdraft.

order in which items may be charged or certified(1) An item isproperly payable if it is authorized by the cus
(intro.) Any knowledge, notice or-stop—=ordstop— tomerand is in accordance with any agreement between
paymentorderreceived bylegal process served upon or thecustomer and bank.

setoff exercised by a-payqrayerbank;-whether-or-not SecTION 75. 404.401 (2) of the statutes is renum
effectiveunder-otherrules-of lasomes too latéo termi bered404.401 (4) and amended to read:

nate, suspend or modify the bankght or duty to pay an 404.401(4) A bank-whichthatin good faith makes

item or to chage its customes account for the item, paymento a holder may chge the indicated account of

comestoo-late to-so-terminate; suspend-or-modify-such its customer according to any of the following

right-or dutyif the knowledge, notice,-stop=ordgop— (a) Theoriginaltenottermsof the customes altered

paymentorderor legal process is received or served and item;-or.

areasonable time for the bank to #otreon expires or (b) The tenortermsof the -customeés completed

thesetof is exercised after theank-has-done-amarliest item, even though the bank knows the item has been

of the following: pletedunless the bank hastice that the completion was
(a) AcceptedorcertifiedThe bank accepts or certi  improper.

fiesthe item; SecTION 76. 404.401 (2) and (3) of the statutes are
(b) PaidThe bank paythe item in cash; createdo read:
(c) SettledThe bank settlefor the item without 404.401(2) A customer is not liable for the amount

reservinghaving a right to revokethe settlement-and  of an overdraft if the customer neither signed the item nor
without-having-such-rightinder statute, clearinghouse benefitedfrom the proceeds of the item.

rule or agreement; (3) A bank may chge against the account of a cus
SecTioN 69. 404.303 (1) (d) of the statutes is tomera check that is otherwise properly payable from the

repealed. accounteven though payment was made before the date
SecTioN 70. 404.303 (1) (e) of thetatutes is renum of the check, unless the custorhes given notice to the

bered404.303 (1) (d) and amended to read: bankof the postdatinglescribing the check with reason

404.3031) (d) -Becomelhe bank becomexccount ablecertainty The notice is &ctive for the period stated
ablefor the amount of the itemnder-ss-—404.213(1)(d) in s. 404.403 (2) for stop—payment orders, and must be
and s. 404.302 dealing with the-paygrayer banks receivedat such time and in such mannetaaford the

responsibilityfor late return of items. banka reasonable opportunity to act on it before the bank
SecTioN 71. 404.303 (1) (e) of the statutescigated takesany action with respect to the cheafdscribed in s.
toread: 404.303. If a bank chages against the account of a<cus

404.303(1) (e) With respect to checks, a cutbbur tomera check before the date staiedhe notice of post
no earlier than one hour after the opening of the next dating,thebank is liable for damages for the loss result
banking day after the banking day on which the bank ing from its act. Thdoss may include damages for
receivedhe check and no later than the close ofrileat dishonorof subsequent items under s. 404.402.

bankingday or if no cutof hour is fixed, the close of the SeECTION 77. 404.402 (title) of the statutes is
nextbanking day after the banking day on which the bank amendedo read:
receivedthe check. 404.402 (title) Bank’s liability to customer for
SecTioN 72. 404.303(2) of the statutes is amended wrongful dishonor; time of determining insufficiency
to read: of account
404.303(2) Subject tosub. (1),items may be SecTiON 78. 404.402 of the statutes is renumbered

accepted,paid, certified or chged to the indicated  404.402(2) and amended to read:

accountof its customer in any order-convenientto the 404.402(2) A payorpayerbank is liable to its cus

bank tomerfor damages proximately caused by Wrengful
SectioN 73. The unnumbered subchapter titlepre  dishonorof an item.\When-the-dishonor-ocecurs-through

ceding404.4010f the statutes is numbered subchapter IV mistakeliability Liability is limited to actual damages

(title) of chapter 404 and amended to read: proved.f so-proximately causeand-proved-damages
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may include damages for an arrest or prosecution of the

customeior other consequential damages. Whegimgr

consequentialamages are proximately caused by the

_29_

SecTioN 82. 404.405 of the statutes is amended to
read:
404.405 Death or incompetence of customer(1)

wrongful dishonor is a question of fact to be determined A payeorpayeror collecting banls authority to accept,

in each case.

SecTioN 79. 404.402 (1) and (3) of the statutes are
createdo read:

404.402(1) Except as otherwise provided tinis
chaptera payetbank wrongfully dishonors an item if it
dishonorsan item that is properly payable, but a bank

pay or collect an item or to account for proceeds of its
collection,if otherwise diective,is not rendered inédc-

tive by incompetence of a customer of either bank -exist
ing at the time the item is issued or its collectionrider
takenif the bank does not know of an adjudication of
incompetence Neither death nor incompetence of a-cus

may dishonor an item that would create an overdraft tomerrevokes-suctheauthority to accept, pagollect or

unlessit has agreed to pay the overdraft.
(3) A payerbanks determination of the custorser
accountbalance on which a decisidn dishonor for

insufficiencyof available funds is based may be made at

any time between théime the item is received by the
payerbank and the time that the payank returns the
item or gives notice in lieu of return, and no more than
onedetermination need be made.

If, at the election of the

accountuntil the bank knows of the fact of death oaof
adjudicationof incompetence and has reasonaiplpor
tunity to act on it.

(2) Even with knowledgea bank may for 10 days
afterthe date of deatpay or certify checks drawn on or
priorto beforethat date unless ordered to stop payment
by a person claiming an interest in the account.

SecTioN 83. 404.406 (1)of the statutes is repealed

payerbank, asubsequent balance determination is made andrecreated to read:

for the purpose of reevaluating the bardécision to dis
honortheitem, the account balance at that time is deter
minativeof whether a dishonor for indigiency of avait
ablefunds is wrongful.

SecTioN 80. 404.403 (1) and (3) of the statutes are
amendedo read:

404.403(1) A customer-may-by-ordertothe-custom
er'sbank-stop-payment-of-any-item-payable forthe cus
tomer’s-account-but-the order-must be any person
authorizedto draw on the accouiftthere is more than
oneperson may stop payment of any item drawmnhen
customer’saccount or close the accotnytan order to the
bankdescribing the item or account with reasonable cer
tainty received at-suctime and in-sucl manner-as-to
afford that afordsthe bank a reasonable opportunity to
act on it priorto beforeany action by the banwith

respecto the item described in s. 404.303. If the signa

404.406(1) A bank that sends or makes available to
acustomer a statement of account showing payment of
itemsfor the account shall either return or make available
to the customer the items paid or provide information in
the statement of account $iefent to allow the customer
reasonablyo identify the items paid. The statement of
accountprovides sufcient information if the item is
describedy item numberamount and date of payment.

SecTioN 84. 404.406 (2) and (4) of the statutes are
renumbered04.406 (4) and (6) and amended to read:

404.406(4) If the bank-establishgaovesthatthe
customerfailed, with respect to an itento comply with
the duties imposed on the custonisr sub.1)3), the
customeiis precluded from asserting all of the following
againsthe bank:

(@) The customeés unauthorized signature any
alterationon the itemif the bank alse-establishproves

ture of more than one person is required to draw on anthatit suffered a loss by reason of sutie failure;-and

accountany of these persons may stop payment or close

the account.

(b) An The customes unauthorized signature or
alterationby the same wrongdoer on amiher item paid

(3) The burden of establishing the fact and amount of in good falth by the bameaﬁepth%ﬁspﬁanand—statement

lossresulting from the payment of an itesantrary to a

binding-stop-paymenstop—paymenbrder or order to

closean accounis on the customerThe loss from pay

mentof an item contrary to a stop—payment order may signatureor-alterationif the payment was made before
includedamages for dishonor of subsequent items underthe bank received notice from the customer of the tinau

S.404.402.

SecTioN 81. 404.403 (2)of the statutes is repealed
andrecreated to read:

404.403(2) A stop—payment order isfettive for6
months but it lapses after 1dalendar days if the original
orderwas oraland was not confirmed in writing within
thatperiod. A stop—payment order may be renefeed
additional 6—month periods by writing given to the
bank within a period during which the stop—payment
orderis efective.

thorizedsignature or alteration and after the customer
had been dbrded a reasonable period of time, not
exceedind0 days, in which to examine ttiem or state
mentof account and notify the bank

(6) Without regard to care or lack of care of either the
customeror the banka customer who does naithin
oneyear-from-the- timafterthe statementamt items are
madeavailableto the customer{sub.{1djscover and
reportthe customés unauthorized signature an any
alterationon-the face-oback-of- the-item-or-doesnot
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within-3-years-from-that time-discovand-report-any (2) OftheThepayee or any other holder of the item
unauthorizedndorsemenbn the itemris precludedrom againstthe drawer or maker eithen the item or under

assertingagainst the bank-sut¢he unauthorized signa  thetransaction out of which the item arese;.and
ture-or-indorsemenbr-suchalteration._If there is a preelu (3) OftheThedrawer or maker againtte payee or
sion under this subsectiorthe payer bank may not anyother holder of the item with respéotthe transac
recoverfor breach of warranty under s. 404.208 with tion out of which the item arose.

respectto the unauthorized signature or alteration to SecTionN 88. The unnumbered subchapter titlepre

which the preclusion applies. ceding404.501 of the statutes is numbered subchafpter
SecTioN 85. 404.406 (2) of the statutéscreated to  (title) of chapter 404 and amended to read:

read: CHAPTER 404
404.406(2) If the items are not returned to the cus SUBCHAPTER V

tomer,the person retaining the items shall eitfetain COLLECTION OF DOCUMENRRY DRAFTS.

the items or if the items are destroyed, maintain the SecTioN 89. 404.501 of the statutes is amended to
capacityto furnish legible copies of the items until the read:

expiration of 7 years afteeceipt of the items. A cus 404.501 Handling of documentary drafts; duty to
tomer may request an item from the bank that paid thesendfor presentment andto notify customer of dis
item, and that bank must provide in a reasonable time honor. A bank-whichthattakes a documentary draft for
eitherthe item orif the item has been destroyed ondd collectionmustshallprepare or send the draft and aceom

otherwiseobtainable, a legible copy of the item. panyingdocumentgor presentment andijpon learning
SecTioN 86. 404.406 (3) and (5) of the statutes are thatthe draft has not been paid or accepted in due course
repealechnd recreated to read: must shallseasonably notify its customersafchthefact

404.406(3) If a bank sends or makes available a eventhough itmay have discounted or bought the draft
statemenbf account or items under sub. (1), the-cus or extended credit available for withdrawal as of right.
tomermust exercise reasonable promptness in examin ~ SecTioN 90. 404.502 of the statutes is amended to
ing the statement or the items to determine whether anyread:
paymentwas not authorized because of an alteradion 404.502 Presentment of “on arrival” drafts. When
anitem or because a purported signature by or on behalfif a draft or the relevant instructions require presentment
of the customer was natithorized. If, based on the state “on arrival”, “whengoods arrive” or the like, the collect
mentor items provided, theustomer should reasonably ing bank need not present until in its judgment a reason
havediscovered the unauthorized payment, the customerabletime for arrival of the goods has expired. Refusal to
mustpromptly notify the bank of the relevant facts. pay or accept because the goods have not arrived is not

(5) If sub. (4) applies and the customer proves that thedishonor;the bank must notify its transferor-of suble
bankfailed to exercise ordinamare in paying the item  refusalbut need not present the draft again until it is
andthat the failure substantially contributexloss, the instructedo do so or learns of the arrival of the goods.
lossis allocated betwedie customer precluded and the SecTioN 91. 404.503 of the statutes is amended to
bankasserting the preclusion according to the exient read:
which thefailure of the customer to comply with sub. (3) 404.503 Responsibility of presenting bank for
andthe failure of the bank to exercise ordinary care con documentsand goods; eport of reasons for dishonor;
tributedto the loss. If the customer proves that the bank refereein case of need(1) Unless otherwise instructed
did not pay the item in good faith, the preclusion under andexcept as provided in ch. 40®%bank presenting a

sub.(4) does not apply documentangdraft:

SecTioN 87. 404.407 of the statutes is amended to (@) Must deliver the documents to the drawee on
read: acceptancef the draft if it is payable more than 3 days
404.407 (title) Payor Payerbank’sright to subro- after presentment; otherwise, only on payment;.and
gation on improper payment. If a-payorpayerbank has (b) Upon dishongreither in the case of presentment

paidan item over the-stop-paymeantier of the draweor for acceptance or presentment for payment, may seek and
makerto _stop payment, or after an account has beenfollow instructions from any referee in case of nded
closed,or otherwisaunder circumstances giving a basis ignatedin the draft orif the presenting bank does not
for objection by the drawer or makéo prevent unjust  chooseto utilize the referees servicesit must use dik
enrichmentand only to the extemtecessary to prevent genceand good faith tascertain the reason for dishgnor
lossto the bank by reasaf its payment of the item, the  mustnotify its transferor of the dishonor and of the results
payorpayerbank-shall-bgs subrogated to the rights of all  of its efort to ascertain the reasons therefor and must

of the following requesinstructions.
(1) Of-anyAny holder indue course on the item (2) The presenting bank is under no obligation with

againstthe drawer or maker;-and respecto goods represented by the documents except to
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follow any reasonable instructions seasonably received; 409.302(1) (f) A security interest of a collecting
it has a right to reimbursement for any expense incurredbank(s.-404.208104.210 or in securities (s. 408.321) or
in following instructions andb prepayment of or indem  arisingunder ch. 402 or 41(see s409.11.3) or covered

nity for suchthoseexpenses. in sub. (3);

SeEcTiON 92. 404.504 of the statutes is amended to SecTionN 96. 409.312 (1) of the statutes is amended
read: to read:

404.504 Privilege of presenting bank to deal with 409.3121) Therules of priority stated in ss. 409.301

goods;security interest for expenses(l) A presenting  to 409.31 and 409.313 to 409.318 and in the following
bankwhich that following the dishonor of a documen  sectionsshall govern when applicable: s.-404.208
tary draft, haseasonably requested instructions but does 404.210with respect to the securilyterests of colleet
notreceive them within a reasonable time may store, sell,ing banks in items being collected, accompanying docu
or otherwise deal with the goods in any reasonable man yentsand proceeds; s. 409.103 on security interests

ner. _ _ _relatedto other jurisdictions; s. 4094 on consign
(2) For itsreasonable expenses incurred by action ments.
undersub. (1)the presenting barikas a lien upon the Secion 97. 410.105 (3) (b) of the statutes is
goodsor their proceeds, which may fmeclosed in the .
id selieli amendedo read:
samemanner as an unpaid selkelien. 410.105(3) (b) “ltem” — s. 404.104 (1)4)).

SecTioN 93.405.103 (3) (a) of the statutes is repealed
andrecreated to read:

amendedo read:
405.103(3) (a) “Acceptance” — s. 403.409 (1). u ”
SecTioN 94. 409.203 (1) (intro.) of the statutés 410.1053) (¢) “Suspends payments” —404.104

amendedo read: (1) ¢ (L)

409.2031) (intro.) Subject to $#04.208404.2100n SecTioN 99. 706.07 (2) (e) of the statutes is amended
the security interesdf a collecting bank, s. 408.321 on to read: . .
securityinterests in securities and s. 403 bn asecurity ~706.072) () In making or noting a protest of a nego
interestarising under ch. 402 or #1a security intereds tiableinstrument, the notarial fiéder must determine the
not enforceable against the debtor or 3rd parties with mattersset forth in s-403.50803.505 (2)

SectTion 98. 410.105 (3) (c) of the statutes is

respecto the collateral and does not attach unless: SecTion 100. Initial applicability .
SECTION 94m. 409.302 (1)(d) of the statutes is (1) Thisact firstapplies to transactions and events
amendedo read: concerninga promise or ordehat is a negotiable instru

409.302(1) (d) A purchase money securityterest ment,as definedinder section 403.104 (1) of the statutes,
in consumer goods-having-a purchase price-notin-exces@s afected by this act, or an item, as defined under section
of $50Q but fixture filing is required for priority over  404.104(1) (i) of the statutes, asfeafted by this act, that
conflicting interests in fixtures to thextent provided in  is created on the ffctive date of this subsection
S. 409.313; SecTion 101. Effective date.

SecTion 95. 409.302 (1) (f) of the statutes is (1) This act takes ééct on thefirst day of the first
amendedo read: monthbeginning after publication.




