403.101

COMMERCIAL PAPER

3862

NOTE: The Commercial Code is effective July 1, 1965,

CHAPTER 403.
COMMERCTAL PAPER.

SHORT TITLE, FORM -AND INTERPRETATION.

403.101
403,102
403.103
403,104

403.105

403.106
403.107
403.108
403.109
403.110
403.111
403.112

403,113
403.114
403.115
403.116

408.117
403.118

403.119
403.120
403.121
408.122

403.201
403.202
403.203
403.204

403,205
403,206
403.207

403.208

403.301
403.302
403.303
403.304
403.305
403.306

403.307

403.401
403.402
403.403

403.404
403.405

403.406

403.101 Short title,

Short title.
Definitions and index of definitions.
Limitations on scope of chapter.

Form . of negotiable instruments;
“draft”; “check”; ‘‘certificate of
deposit”; ‘“note”,

When promise or order uncondi-
tional.

Sum certain,

Money.

Payable on demand,

Definite time,

Payable to order.

Payable to bearer.

Terms and omissions not affecting
negotiability.

Seal.

Date, antedating, postdating.

Incomplete instruments.

Instruments payable to two or more
persons,

Instruments payable with words of
description,

Ambiguous terms and rules of con-
struction.

Other writings affecting instrument.

Instruments “payable through’” bank,

Instruments payable at bank.

Accrual of cause of action,

TRANSFER AND NEGOTIATION,

Transfer: right to indorsement.

Negotiation.

Wrong or misspelled name,.

Special indorsement; blank indorse-
ment.

Restrictive indorsements.

HEiffect of restrictive indorsement,

Negotiation effective although it
may be rescinded.

Reacquisition.

RIGHTS OF A HOLDER,

Rights of a holder.

Holder in due course,

Taking for value,

Notice to purchaser,

Rights of a holder in due course.

Rights of one not holder in due
course,

Burden of establishing signatures,
defenses and due course.

LIABILITY OF PARTIES,

Signature.

Signature in ambiguous capacity.

Si%’.nature by authorized representa-
ive.

Unauthorized signatures.

Imposters; signature in name of
payee.

Negligence contributing to altera-
tion or unauthorized signature.

403,407 Alteration,

403,408 Consideration, .

403.409 Draft not an assignment,

403,410 Definition and operation of accepte
ance.

403.411 Certification of a check.

408.412 Acceptance varying draft,

403,413 Contract of maker, drawer and ac-
ceptor.

403.414 Contract of indorser; order of lia-
bility.

403.415 Contract of accommodation party,

403.416 Contract of guarantor.

403,417 Warranties on presentment and
transfer.

403,418 Finality of payment or acceptance.

403,419 Conversion of instrument; innocent
representative.

PRESENTMENT, NOTICE OF DISHONOR AND PROTEST,

403.501 When presentment, notice of dis-
honor, and protest necessary or
permissible,

403.502 Unexcused delay; discharge,

403.508 Time of presentment.

403.504 Iow presentment made.

403.506 Rights of party to whom present-
ment is made.

403.506 Time allowed for acceptance or pay-
ment,

403.507 Dishonor; holder's right of recourse;
term allowing representment,

403.508 Notice of dishonor.

403.509 Protest; noting for protest.

403.510 Evidence of dishonor and notice of
dishonor.

408.511 Waived or excused presentment, pro-

: test or notice of dishonor or delay
therein,

DISCHARGE.

403.601 Discharge of parties.

403.602 Bffect of discharge against holder in
due course.

403.603 Payment or satisfaction.

403.604 Tender of payment,

403,605 Cancellation and renunciation,

403.606 Impairment of recourse or of col-
lateral.

ADVICE OF INTERNATIONAL SIGHT DRAFT,

408,701 Letter of advice of international

sight draft,
MISCELLANEOUS.

403,801 Drafts in a set.

403.802 Effect of instrument on obligation
for which it is given.

403.803 Notice to third party.

403.804 Lost, destroyed or stolen instru-

ments.

403,805 Instruments not payable to order or
to bearer,

403,806 Liability for worthless check or
draft.

SHORT TITLE, FORM AND INTERPRETATION.

commercial code—commercial paper.
History: 1963 c. 158.

403,102 Definitions and index of definitions. (1) .In this chapter unless the context
otherwise requires:

(a) “Issue” means the first delivery of an instrument to a holder or a remitter.

(b) An “order” is.a direction to pay and must be more than an authorization or re-
quest. It must identify the person to pay with reasonable certainty. It may be addressed
to one or more such persons jointly or in the alternative but not in suecession,

This chapter shall he known and may be cited as uniform
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(e) A “promise” is an undertaking to pay and must be more than an acknowledgment
of an obligation.

(d) “Secondary party” means a drawer or endorser.

(e) “Instrument” means a negotiable instrument.

(2) Other definitions applying to this chapter and the sections in which they appear
are: :

(a) “Acceptance”—s. 403.410.

(b) “Accommodation party”’—s. 403.415.

(e) “Alteration”—s. 403.407.

(d) “Certificate of deposit’—s. 403,104,

(e) “Certification”—s, 403.411.

(£) “Check”-—s. 403.104.

(g) “Definite time”—s. 403.109.

(h) “Dishonor’—s, 403.507.

(i) “Draft’—s. 403.104. ,

(3) “Holder in due course”—s, 403,302,

(k) “Negotiation”—s. 403.202,

(1) “Note”—s. 403.104,

(m) “Notice of dishonor”—s. 403.508,

(n) “On demand”—s. 403.108,

(0) “Presentment”—s. 403.504,

(p) “Protest’—s. 403.509.

(q) “Restrictive indorsement”’—s, 403.205.

(r) “Signature”—s. 403.401.

(3) The following definitions in other chapters apply to this chapters

(a) “Account”’—s. 404.104.

(b) “Banking day”’—s. 404.104,

(¢) “Clearing house”—s. 404.104.

(d) “Collecting bank”—s. 404,105,

(e) “Customer’—s, 404.104.

(£) “Depositary bank”—s. 404,105,

(g) “Documentary draft’—s, 404,104,

(h) “Intermediary bank”—s. 404,105,

(1) “Item”—s. 404.104.

(j) “Midnight deadline”—s. 404.104.

(k) “Payor bank”—-s. 404,105,

(4) In addition ch. 401 contains general definitions and prineiples of constluctlon and
interpretation applicable throughout this chapter,

History: 1963 c. 158,

403.103 Limitations on scope of chapter. (1) This chapter does not -apply to
money, documents of title or securities as defined by s. 408.102,
(2) “The provisions of this chapter are subject to the provisions of ehs. 404 and 409. -

© " Histoiryy 1963 c. 158, .
Legislative Council Note, 1963: TFor the in the official text to read ‘“securities as de-

purpose of clauﬁcatlon the study commlttee fined by s. 408,102, (Bill No. 1-8)

changed the words 1nvestment securities” . -

403.104 TForm of negotiable instruments; “draft”; “check”; “certificate of deposit”;
“note”. (1) Any writing to be a negotiable instrument within this chapter must:

(a). Be signed by the maker or drawer; and

" {b) Contain gn uneonditional proniise or order to pay a sum certain in money and no

other promise, order, obligation or power given by the maker or drawer except as author-
ized by this chapter; and

_ (e) ‘Be payable on demand or at a definite time; and

(d) Be payable to order or to bearer.

(2) A writing which complies with the requirements of this section is:

(a) A “draft” (“bill of exchange”) if it is an order;

. (b) A “check” if it is a draft drawn on a bank and payable on demand;

~(e) A ‘“certificate of deposit” if it is an acknowledgment by a bank of receipt of
money. with an engagement to repay it

(d) A “note” if it is a promise other than a certificate of deposit.

(3) As used in other chapters of this code, and as the context requires, the term
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“draft”?, “check”, “certificate of deposit” and “note” may rvefer to instruments which are
not negotlable Wlthm this chaptel as Well as to instruments which are so negotlable
History: 1963 c~158 — -~ e eeten = :

403.105 When promise or order unconditional. (1) A promise or order othelmse
unconditional is not made conditional by the fact that the instrument: : F

(a) Is subject to implied or constructive conditions; or

(b) States its consideration, whether performed or promlsed or the transaction whlch
gave rise to the instrument, or that the promise or order 1s made or the mstmment ma-
tures in accordance with or “as per” such transaction; or

(e) Refers to or states that it arises out of a sepalate agreement. or 1efels to a sep-
arate agreement for nghts as to prepayment or acceleration; or ‘

(d) States that it is drawn under a letter of credit; or

(e) States that it is secured, whether hy mortgage, 1ese1vat10n of title or othel'mse,
or

(£) Indicates a paltwu]zu account to he deblted or any other fund or' source f10m
which reimbursement is expected; or RUEEE

(g) Is limited to payment out of a paltlculal fund or .the ploceeds of ‘a paltlcular
source, if the instrument is issued by a government or governmental agency or unit; or

(h) Is Hmited to payment out of the entire assets of a paltnelshlp, unmempowted
assoclation, trust or estate by or on behalf of which the instrument is issued. o

(2) A promise or order is not unconditional if the instrument:

(a) States that it is subjeet to or governed by any other agreement; or -

(b) States that it is to be paid only out of a partieular fund or souree’ except as plO-
vided in this section,

History: 1963 c. 158, : T ‘ IR HE j i

403.106 Sum certain. (1) The sum payable is a sum celtam even though it 1s to be
paid: , T

(a) With stated intervest or by stated instalments; or

(b) With stated different rates of interest hefore and after default or a speclﬁed date,
or

(e) With a stated discount or addition if paid bef01e or afte1 the date ﬁxed for pay-

ment; or
(d) ‘With exchange or less exchange, whether at a fixed rate or at the current 1ate or

(e) With costs of collection or any attorney’s fee or hoth upon default,
(2) Nothing in this section shall validate any term which is otherwise illegal.
History: 1963 c. 158, ‘

403.107 Money. (1) An instrument is payable ifi money if the medium of exchange
in Whlch it is payable 18 money at the time the instrument is made. An instrument pay-
able in “currency” or “current funds” is payable in money. :

(2) A promise or order to pay a sum stated in a foreign cumency is for.a sum celtam
in money and, unless a different medium of payment is specified in the instrument, may
be satisfied by payment of that number of dollars which the stated foreign cuirency
will purchase at the buying sight rate for that eurrency on the day -on which the instru-
ment is payable or, if payable on demand, on the day of demand. If such an 1nst1ument
specifies a foreign cunency as the me(hum of payment the instrument is payable in that
eurrency. : :

History: 1963 c., "158..

403.108 Payable on demand. Instluments payable on démand melude those pay-
able at sight or on presentation. and those in which no time’ for payment 1s stated
History: 1963 c. 158,

403,109 Deifinite time. (1) An instrument is payable at a deﬁmte tlme 1f by 1ts
terms it is payable:

(a) On or before a stateéd date or.at a:fixed peuod after a stated date or -

(b) At a fixed period after sight; or. ‘ S

(e) At a definite time subject to any aeceleration;: or: " Co

(d) At a definite time subject to exteénsion at the 0pt10n of the holdel or to extensmn
to a further definite time at the option of the makel or aeceptor or automatleally upon
or after a specified.act or event. ;

(2) An instrument which by its terms is othenvlqe payable only upon an act or event
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uncertain as to time of occurrence is not payable at a definite time even though the act or
event has oceurred. A
History: 1963 c. 158.

403.110 Payable to order, (1) An instrument is payable to order when by its terms
it is payable to the order or assigns of any person therein specified with reasonable cer-
tainty, or to him or his order, or when it is conspicuously designated on its face as “ex-
change” or the like and names a payee. It may he payable to the order of:’

(a) The maker or drawer; or

(b) The drawee; or :

(e) A payee Who is not maker, drawer or drawee; or

(d) Two or more payees togethe1 or in the alternative; or

(e) An estate, trust or fund, in which case it is payable to the order of the 1ep1esenta-
tive of such estate, trust or fund or his suceessors; or

(£) An office, or an officer by his title as such m which case it is payable to the prin-
cipal but the incumbent of the office or his suceessors. may act as if he or they were
the holder;

(g) A partne1sh1p or unmempomted association, in which case it is payable to the
partnership or association and may be indorsed or transferred by any person thereto
authorized.

(2) An instrument not payable to 01de1 is not made so payable by such words as pay-
able upon return of this instrument properly indorsed.”

(3) An instrument made payable both to order and to bearer is payable to order
unless the hearer words. are handwritten or typewritten.

History: 1963 c. 158,

403.111 Payable to bearer. An instrument is payable to bearer when by ifs,terms
it is payable to: , )

(1) Beaver or the order of bearer; or

(2) . A specified person or hearer; or ~

(3) “Cash” or the order of “cash”, or any othe1 indication which does not pu1p01t to
designate a specific payee.

History: 1963 c. 158,

403.112 Terms and omissions not affecting negotiability. (1) The negotiability of
an instrument is not affected by: o

( a) The omission of a statement of any consideration or of the place where the instru-
ment is drawn or payable; or

(b) A statement that collateral has been given to seecure obhgatlons elthel on the
instrument or otherwise of an obligor on the instrument or that in case of default on
those obhgatlons the holder may realize on or dispose of the collateral; or |

(e) A promise or power to maintain or protect collateral or to give additional collat-
eral; or

(d) A term authorizing a confessmn of judgment on the instrument if it is not pald
when due; or

(e) A ’ferm purporting to waive the benefit of any law intended for the advantage or
protection of any obligor; or

(f) A term in a draft providing that the payee by indorsing or cashmg it acknowl—
edges full satisfaction of an obligation of the drawer; or

(g) A statement in a draft drawn in a set of palts (s. 403.801) to the effect that the
order is effective only if no othier part has heen honored.

(2) Nothing in this section shall validate any term which is otherwise illegal.

History: 1963 c. 158.

403,113 Seal. An mstmment otherwise negotiable is within this chapter even
though it is under a seal.
History: 1963 c., 158.

403114 Date, antedating, postdating. (1) The negotiability of an instrument 18 not
affected by the fact that it is undated, antedated or postdated.

(2) Where an instrument is antedated or postdated the time when it is payable is
determined by the stated date if the instrument is payable on demand or at a fixed pemod
after date.
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(8) Where the instrument or any signature thereon is dated, the date is presumed to
be correct,

History: 1963 c¢. 158, ’ ) N

403.115 Incomplete instruments. (1) When a paper whose contents at the time of
signing show that it is intended to hecome an instrument is signed while still incomplete
in any necessary rvespeet it cannot be enforced until completed, but when it is completed in
accordance with authority given it is effective as completed. ‘

(2) If the completion is unauthorized the rules as to material alteration apply (s.
403.407), even though the paper was not delivered by the maker or drawer; but the
burden of establishing that any completion is unauthorized is on the party so asserting.

History: 1963 c. 158.

403,116 Instruments payable to two or more persons. An instrument payahle to the

order of 2 or more persons: ‘
(1) If in the alternative is payable to any one of them and may be negotiated, dis-
charged or enforced by any of them who has possession of it;

(2) If not in the alternative is payable to all of them and may be negotiated, dis-
charged or enforced only by all of them.

History: 1963 c, 158,

403.117 Instruments payable with words of description. An instrument made pay-
able to a named person with the addition of words describing him:

(1) As agent or officer of a specified person is payable to his principal but the agent
or officer may act as if he were the holder;

(2) As any other fiduciary for a specified person or purpose is payable to the payee
and may be negotiated, discharged or enforced by him;

(3) In any other manmner is payable to the payee unconditionally and the additional
words are without effect on subsequent parties.

History: 1963 c. 158.

403,118 Ambiguous terms and rules of construction. The following rules apply to
every instrument:

(1) Where there is doubt whether the instrument is a draft or a note the holder may
treat it as either. A draft drawn on the drawer is effective as a note.

(2) Handwritten terms eontrol typewritten and printed terms, and typewritten con-
trol printed.

(3) Words control figures except that if the words are ambiguouns figures control.

(4) Unless otherwise specified a provision for interest means interest at the judgment
rate at the place of payment from the date of the instrument, or if it is undated from
the date of issue. '

(5) Unless the instrument otherwise specifies 2 or more persons who sign as maker,
acceptor or drawer or indorser and as a part of the same transaction are jointly and
severally liable even though the instrument contains such words as “I promise to pay.”

(6) Unless otherwise specified consent to extension authorizes a single extension for
not longer than the original period. A consent to extension, expressed in the instrument;
is binding on secondary parties and accommodation makers. A holder may not exercise
his option to extend an instrument over the objection of a maker or acceptor or other
party who in aceordance with s. 403.604 tenders full payment when the instrument is due.

(7) Memoranda upon the face or back of the instrument, whether signed or not, which
are material to the contract and which are made at the time of delivery of the instrument
are part therecof, and parol evidence is admissible to show the cirecumstances under which
they were made.

History: 1963 c, 158,

Legislative Council Note, 1963: Subsec- saw no good reason for repealing this codifi-
tion (7) is not part of the official text of the cation of a common-law rule, It will not
code. It is derived from the second sentence affect uniformity. (Bill No, 1-8)
of Wis. Stat. s, 116,14, The study committee

403,119 Other writings affecting instrument, (1) As between the obligor and his
immediate obligee or any transferee the terms of an instrument may be modified or af-
fected by any other written agreement executed as a part of the same transaction, except
‘that a holder in due course is not affected by any limitation of his rights arising out of
-the separate written agreement if he had no notice of the limitation when he took the
instrument.
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(2) A separate agreement does not affect the negotiability of an instrument,
History: 1963 c. 158.

403.120 Instruments “payable through” bank. An instrument which states that it
is “payable through” a bank or the like designates that bank as a ecollecting bank to make
presentment hut does not of itself authorize the bank to pay the instrument.

History: 1963 c, 158.

+403.121 Instruments payable at bank. A note or acceptance which states that it
is payable at a hank is not of itself an order or anthorization to the hank to pay it.

History: 1963 c. 158, ‘

Legislative Council Note, 1963: The offi- ceptance which states that it is ‘payable at
cial draft of the code here presented a a bank the equivalent of a draft drawn on
choice of alternatives. The study committee the bank, payable when due out of any
selected the alternative (Alternative B) funds the maker or acceptor has in the 'bank
which in its opinion states current practice at the time without any further instructions
in Wisconsin. The rejected alternative (Al- from him. (Bill No. 1-S)
ternative A) would have made a note or ac-

403.122 Accrual of cause of action. (1) A cause of action against a maker or an
acceptor accrues:

(a) Inu the case of a time instrument on the day after maturity;

(h) In the case of a demand instrnment upon its date or, if no date is stated, on the
date of issue.

(2) A cause of action against the obligor of a demand or time certificate of deposit
acerues upon demand, but demand on a time certificate may not be made until on or after
the date of maturity.

(3) A cause of action against a drawer of a draft or an indorser of any instrument
acerues upon demand following dishonor of the instrument. Notice of dishonor is a
demand.

(4) Unless an instrument provides otherwise, interest runs at the rate provided by law
for a judgment:

(a) In the case of a maker, acceptor or other primary obligor of a demand instru-
ment, from the date of demand;

(b) In all other cases from the date of acernal of the cause of action.

History: 1963 c, 158. '

TRANSFER AND NEGOTIATION.

403.201 Transfer: right to indorsement. (1) Transfer of an instrument vests in
the transferee such rights as the transferor has therein, exeept that the transferee who has
himself been a party to any frand or illegality affecting the instrument or who as a prior
holder had notice of a defense or claim against it eannot improve his position by taking
from a later holder in due course,

(2) A transfer of a security interest in an instrument vests the foregoing rights in the
transferee to the extent of the interest transferred.

(3) Unless otherwise agreed any transfer for value of an instrument not then payable
to bearer gives the transferee the specifically enforceable right to have the unqualified
indorsement of the transferor. Negotiation takes effect only when the indorsement is made
and until that time there is no presumption that the transferee is the owner.

History: 1963 c. 158,

403.202 Negotiation. (1) Negotiation is the transfer of an instrument in such
form that the transferee hecomes a holder. If the instrument is payable to order it is
negotiated by delivery with any necessary indorsement; if payable to bearer it is negoti-
ated by delivery. . ‘

(2) An indorsement must be written hy or on hehalf of the holder and on the instru-
ment or on a paper so firmly affixed thereto as to hecome a part thereof.

(3) An indorsement is effective for negotiation only when it conveys the entire instru-
ment or any unpaid residue. If it purports to be of less it operates only as a partial
assignment,

(4) Words of assignment, condition, waiver, guaranty, limitation or disclaimer of
liahility and the like accompanying an indorsement do not affect its character as an
indorsement.

History: 1963 c. 158.

403.203 Wrong or misspelled name, Where an instrument is made payable to a
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person under. a misspelled name or one other than his own he may indorse in that name
or his own or hoth; but signature in both names may be required by a person paying or
giving value for the instrument.

Hlstoxy 1963 c. 1568.

403.204 Special indorsement; blank indorsement. (1) A special indorsement
specifies the person to whom or to whose order it makes the instrument payable. Any
instrument specially indorsed becomes payable to the order of the special indorsee and
may be further negotiated only by his indorsement.

(2) An indorsement in blank specifies no particular indorsee and may consist of a
mere, signature.  An instrument payable to order and indorsed in blank hbecomes payable
to: bealel and may - be negotiated by delivery alone until specially indorsed.

(3) The holder may convert a blank indorsement into a special indorsement hy Wntmg
ovel the signature of the indorser in bhlank any contract consistent with the character of
the indorsement.

History: 1963 c., 158.

403,205 Restrictive indorsements. An indorsement is restrictive which either:
(1) Is conditional; or
"'(2) Purports to prohibit further transfer of the instrument; or
(3) Includes the words “for eollection”, “for deposit”, “pay any bank”, or like terms
signifying a purpose of deposit or eolleetlon or _
(4) Otherwise states that it is for the benefit or use of the indorser or of another

person.
History: 1963 c. 158.

403.206 Effect of restrictive indorsement. (1) No restrictive indorsement pre-
vents further transfer or negotiation of the instrument,

(2) An intermediary bank, or a payor bank which is not the depos1ta1y bank, is nei-
ther given notice nor othe1\v1se affected by a restrictive indorsement of any person except
the hank’s immediate transferor or the person presenting for payment.

(3) Except for an intermediary hank, any transferee under an indorsement which is
conditional or includes the words “for colleetion”, “for deposit”, “pay any bank”, or like
terms (s. 403.205 (1) and (3)) must pay or apply any value given by him for or on the
security of the instrument consistently with the indorsement and to the extent that he
does so he becomes a holder for value. In addition such transfervee is a holder in due
course if he otherwise complies with the requirements of s. 403.302 on what constitutes a
holder in due course.

(4) The first taker under an indorsement for the benefit of the indorser or another
person (s. 403.205 (4)) must pay or apply any valne given by him for or on the security
of the instrument consistently with the indorsement and to the extent that he does so he
becomes a holder for value. In addition such taker is a holder in due course if he other-
wise complies with.the requirements of s. 403.302 on what constitutes a holder in due
course. A later holder for value is neither given notice nor otherwise affected by such re-
strictive indorsement unless he has knowledge that a fiduciary or other person has negoti=
ated the instrument in any transaction for his own benefit or otherwise in hreach of duty
(s. 403.304 (2)).

Historv: 1963 c. 158.

403.207 Negotiation effective although it may be rescinded. (1) Negotiation is
effective to transfer the instrument althongh the negotiation is: '

(a) Made by an infant, a corporation exceedmg its powers, or any other person with-
out: capacity ;. or

(b) Obtained by fraud, duress or mlstake of any kind; or

(e¢) Part of an illegal tlansactlon or

. (d) Made in breach of duty.

(2) Except as against a subsequent holder in due course such negotiation is in an
appropriate case subject to rescission, the declaration of a construetive trust or any other
remedy permitted by law, o

History: 1963 c, 158,

403.208 Reacquisition, Where an instrument is refurned to or reacquired ‘by‘ a
prior party he may eancel any indorsement which is not necessary to his title and reissue
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or further negotiate the instrument, but any intervening party is discharged as against

the reacquiring party and subsequent holders not in due course and if his indorsement has

been canceled is discharged as against subsequent holders in due course as well.
History: 1963 c, 158,

RIGHTS OF A HOLDER.

403.301 Rights of a holder. The holder of an instrument whether or not he is the
owner may transfer or negotiate it and, except as otherwise provided in s. 403.603 on pay-
ment or satisfaction, discharge it or enforce payment in his own name. :

History: 1963 c, 158.

403.302 Holder in due course. (1) A holder in due course is a holder who takes
the instrument: ‘ S

(a) For value; and

(b) In good falth and

(¢) Without notice that it is overdue or has been dishonored or of any defense. agamst
or claim to it on the part of any person. .

(2) A payee may be a holder in due course.

(3) A holder does not become a holder in due course of an instrument:

(a) By purchase of it at judicial sale or by taking it under legal process; or

(b) By acquiring it in taking over an estate; or

(¢) By purchasing it as pavt of a bulk tlansactlon not in regular course.of busmess of
the transferor.

(4) A purchaser of a limited interest can be a holdel in due course only to the extent
of the interest purchased.

History: 1963 c. 158.

403.303 Taking for value. A holder takes the instrument for value:

(1) To the extent that the agreed consideration has been performed or that he acquires
a security interest in or a lien on the instrument otherwise than by legal process; or

(2) When he takes the instrument in payment: of or as security for an antecedent
claim against any person whether or not the claim is due; or

(3) When he gives a negotiable instrument for it or makes an irrevocable GOmnutment

to a third person. ‘ }
History: 1963 ¢, 158. “ '

403.304 Notice to purchaser. (1) The purchaser has notice of a claim or defense
if: o o

(a) The instrument is so incomplete, bears such visible evidence of forgery or altera-
tion, or is otherwise so irregular as to call into question its validity, terms or ownership
or to create an ambiguity as to the party to pay; or

(b) The purchaser has notice that the obligation of any. paity is V01dable in whole or
in paxrt, or that all parties have heen discharged.

(2) The purchager has notice of a claim against the instrument. when he has knowledge
that a ﬁduclary has negotiated the instrument in payment of or as seeurity for his own
debt or in any transaction for his own benefit or otherwise in hreach of duty.

(8) The purchaser has notice that an instrument is overdue.if he has reason tO’k]JOW:

(a) That any part of the principal amount is overdue or thal there is an-uncured
default in payment of another instrument of the same series; or

(b) That acceleration of the instrument has been made; or

" (e) That he is taking a demand instrument after demand has been made or more than
a reasonable length of time after its issue. A reasonable time for a check drawn and pay-
able within the states and terrvitories of the United States and the Distriet of Columbla is
presumed to be 30 days.

(4) Knowledge of the following facts does not of itself give the puwhaser notlce of a
defense or claim:

(2) That the instrument is antedated or postdated; ‘

(b) That it was issued or negotiated in return for an executory promise or accompa-
nled by a separate agreement, unless the purchaser has notice that a defense or claim has
arisen from the terms thereof;

(e) That any party has signed for accommodation;

.(d) That an incomplete instrument has been eompleted, unless the pulchaser has notlce
of any improper completion; . .
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(e) That any person negotiating the instrument is or was a fiduciary;

(£) That there has been default in payment of interest on the 1nst1ument or in pay-
ment of any-other instrument, except-one of the same series.

(5) The filing or recording of a document does not of itself constitute notice within
the provisions of this chapter to a person who would otherwise be a holder in due course.

(6) To be effective notice must be received at such time and in such manner as to give
a reasonable opportunity to act on it.

History: 1963 c., 158.

403,306 Rights of a holder in due course. To the extent that a holder is a holder
in due course he takes the instrument free from:

(1) Al claims to it on the part of any person; and

(2) All defenses of any party to the instrument with whom the holder has not dealt
except:

(I;) Infaney, to the extent that it is a defense to a simple contract; and

(b) Such other incapacity, or duress, or illegality of the transaction, as renders the
obligation of the party a nullity; and

(e) Such misrepresentation as has induced the party to sign the instrument with
neither knowledge nor reasonable opportunity to obtain knowledge of its character or
its essential terms; and

(d) Discharge in insolvency proceedings; and

(e) Any other discharge of which the holder has notice when he takes the instrument.

History: 1963 c. 158.

403.306 Rights of one not holder in due course. Unless he has the rights of a
holder in due course any person takes the instrument subject to:

(1) Al valid claims to it on the part of any person; and

(2) All defenses of any party which would be available in an aetion on a simple eon-
tract; and v

(3) The defenses of want or failure of consideration, nonperformance of any condi-
tion precedent, nondelivery, or delivery for a special purpose (s. 403.408) ; and

(4) The defense that he or a person through whom he holds the instrument acquired
it by theft, or that payment or satisfaction to such holder would be inconsistent with the
terms of a vestrictive indorsement. The claim of any third person to the instrument is
not otherwise available as a defense to any party liable thereon unless the third person
himself defends the action for such party.

History: 1963 c. 158, 429,

403.307 Burden of establishing signatures, defenses and due course. (1) Unless
specifically denied in the manner provided in s. 328.25 each signature of an instrument
is admitted. When the effectiveness of a signature is put in issue:

(a) The burden of establishinng it is on the party claiming under the signature; but

(b) The signature is presumed to be genuine or authorized except where the action is
to enforee the obligation of a purported signer who has died or become incompetent before
proof is required.

(2) When signatures are admitted or established, production of the instrument entltles
a holder to recover on it unless the defendant establishes a defense.

(3) After it is shown that a defense exists a person claiming the rights of a holder in
due course has the burden of establishing that he or some person under whom he claims
is in all respects a holder in due course.

History: 1963 c. 158,

Legislative Counecil Note, 1963: In the in-
troductory paragraph of sub, (1), the study
committee substituted the words ‘“manner
provided in s. 328.25” for the word ‘“plead-
ings’”., Wis, Stat. s, 328.25 has been con-
strued to permit denial of the signature by
oath or affidavit during the trial if the court
consents, while the official text of the code
would have required the denial to be made
in the pleadings, It was the consensus of the

study committee that the more liberal rule
of s. 328.25 should be retained (a) because
attorneys are accustomed to practicing
under it, (b) because it does not seem desir-
able to have different rules of pleading for
negotiable instruments than for other in-
struments, and (¢) because matters of plead-
ing and procedure are not of prime impor-
tance in any event insofar as uniformity
among states is concerned, (Bill No. 1-S)

LIABILITY OF PARTIES.
403.401 Signature, (1) No person is liable on an instrument unless his signature

appears thereon.
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(2) A signature is made by use of any name, including any trade or assumed name,
upon an instrument, or by any word or mark unsed in lieu of a written signature.
History: 1963 c. 158.

403.402 Signature in ambiguous capacity., Unless the instrument elearly indicates
that a signature is made in some other capacity, it is an indorsement.
History: 1963 c, 158.

403.403 Signature by authorized representative. (1) A signature may be made
by an agent or other representative, and his authority to make it may be established as in
other cases of representation. No particular form of appointment is necessary to establish
such authority.

(2) An authorized representative who signs his own name to an instrument:

(a) Is personally obligated if the instrnment neither names the person represented nor
shows that the representative signed in a representative capacity;

(b) Except as otherwise established hetween the immediate parties, is personally obli-
gated if the instrument names the person represented but does not show that the repre-
sentative signed in a representative capaeity, or if the instrument does not name the per-
son represented but does show that the representative signed in a representative capacity.

(3) Except as otherwise established the name of an organization preceded or followed
by the name and office of an aunthorized individual is a signature made in a representative
capacity.

History: 1963 c. 158,

403.404 Unauthorized signatures. (1) Any unauthorized signature is wholly
inoperative as that of the person whose name is signed unless he ratifies it or is precluded
from denying it; but it operates as the signature of the unauthorized signer in favor of
any person who in good faith pays the instrument or takes it for value.

(2) Any unauthorized signature may be ratified for all purposes of this chapter. Such
ratification does not of itself affect any rights of the person ratifying against the actual
signer.

History: 1963 c. 158,

403,406 Imposters; signature in name of payee. (1) An indorsement by any per-
son in the name of a named payee is effective if:

(a) An imposter by use of the mails or otherwise has induced the maker or drawer to
issue the instrument to him or his confederate in the name of the payee; or

(b) A person signing as or on behalf of a maker or drawer intends the payee to have
no interest in the instrument; or

(e) An agent or employe of the maker or drawer has supplied him with the name of
the payee intending the latter to have no such interest.

(2) Nothing in this seetion shall affect the eriminal or eivil liability of the person so
indorsing.

History: 1963 c. 158,

403.406 Negligence contributing to alteration or unauthorized signature. Any
person who by his negligence substantially contributes to a material alteration of the
instrument or to the making of an unauthorized signature is precluded from asserting the
alteration or lack of authority against a holder in due course or against a drawee or other
payor who pays the instrument 1n good faith and in accordance with the reasonable com-
mereial standards of the drawee’s or payor’s husiness.

History: 1963 c. 158,

403.407 Alteration. (1) Any alteration of an instrument is material which
changes the contract of any party thereto in any respeet, including any such change in:

(a) The number or relations of the parties; or

(b) An incomplete instrument, by completing it otherwise than as authorized; or

(e) The writing as signed, by adding to it or by removing any part of it.

(2) As against any person other than a subsequent holder in due course:

“(a) Alteration by the holder which is hoth fraudulent and material discharges any
party whose contract is thereby changed unless that party assents or is precluded from
agserting the defense;

(b) No other alteration discharges any party and the instrument may be enforced
according to its original tenor, or as to incomplete instruments according to the authority
given.
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(3) A subsequent holder in due course may in all cases enforce the instrument accord-
ing to its original tenor, and when an incomplete instrument has been completed, he may
enforce it as completed. ) o )

History: 19638 c. 158,

403,408 Consideration. Want or failure of consideration is a defense as against
any person not having the rights of a holder in due course (s. 403.305), except that no
consideration is necessary for an instrument or obligation thereon given in payment of or
as security for an anfecedent obligation of any kind. Nothing in this section shall be
‘taken to displace any statute outside this code under which a promise is enforceable not-
withstanding lack or failure of consideration. Partial failure of consideration is a defense
pro tanto whether or not the failure is in an ascertained or liquidated amount.

History: 1963 c. 158,

403.409 Draft not an assignment, (1) A check or other draft does not of itself
operate as an assignment of any funds in the hands of the drawee available for its pay-
ment, and the drawee is not liable on the instrument until he accepts it. ‘

(2) Nothing in this section shall affect any liability in eontract, tort or otherwise aris-
ing from any letter of credit or other obligation or representation which is not an accept-
.ance. : ‘

History: 1963 c. 158,

403.410 Definition and operation of acceptance., (1) Acceptance is the drawee’s
signed engagement to honor the draft as presented. It must be written on the draft,
and . may consist of his signature alone, It becomes operative when completed by delivery
.or notification. S

(2) A draft may be accepted although it has not been signed by the drawer or is other-
wise incomplete or is overdue or has been dishonored. ~

(3) Where the draft is payable at a fixed period after sight and the acceptor fails to
date his acceptance the holder may complete it by supplying a date in good faith,

History: 1963 c. 158,

403.411 Certification of a check. (1) Certification of a check is aceeptance. Where
a holder procures certification the drawer and all prior indorsers are discharged.

(2) Unless otherwise agreed a bank has no obligation to certify a check. ‘

(3) A bank may certify a cheek before returning it for lack of proper indorsement.
If it does so the drawer is discharged. :

History: 1963 c. 158

403,412° Acceptance varying draft. (1) Where the drawee’s proffered acceptance
in any manner varies the draft as presented the holder may refuse the acceptance and
treat the draft as dishonored in which case the drawee is entitled to have his acceptance
canceled. : :

(2) The terms of the draft are not varied by an acceptance to pay at any particular
banlk or place in the United States, unless the aceeptance states that the draft is to be paid
only at such hank or place.
.+ (3). Where the holder assents to an aceeptance varying the terms of the draft each
drawer and indorser who does not affirmatively assent is discharged.

History: 1963 ¢. 158,

403.413 OContract of maker, drawer and acceptor. (1) The maker or acceptor
engages that he will pay the instrument according to its tenor at the time of his engage-
ment. or, as completed pursuant to s. 403.115 on incomplete instruments,

“(2) The drawer engages that upon dishonor of the draft and any necessary notice of
dishonor or protest he will pay the amount of the draft to the holder or to any indorser
who takes it up. The drawer may diselaim this liability by drawing without recotirse.

(3) By making, drawing or accepting the party admits as against all subséquent par-
ties including the drawee the existence of the payee and his then eapacity to indorse.

History: 1963 c. 158,

403.414 Contract of indorser; order of liability. (1) Unless the indorsement
otherwise specifies (as by such words as “without recourse”) every indorser engages . that
upon dishonor-and any necessary notice of dishonor and protest he will pay the instru-
ment according to its fenor at the time of his indorsement to the holder or to any subse-
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quent indorser who takes it up, even though the indorser who takes it up was not ‘obli-
.gated to do so,

- (2) 'Unless they othelmse agree indorsers are liable to one another in the 01der in
Vhlch they indorse, which is plesumed to be the 01de1 in whwh their 51gnatu1es appeal
on the instrument.: -

History: 1963 ic. 158,

403.415 Contract of accommodation party. (1) An, accommodation party is one
who signs the instrument in any capaaltv for the plupose of Iendmg his name to another
party to it.

(2) When the. instrument has been taken for value hefore 1t ig due the accommoda—
tlon party is liable in the capacity in which he has signed even though the taker knows
of the accommodation. :

(3) As against a holder in due course and without notice of the accommodation oral
proof of the accommodation is not admissible to give the accommodation party the benefit
of discharges dependent on his character as such. In other cases the accommodation char-
acter may he shown by oral proof.

(4) An indorsement which shows that it is not in the cham of title is notice of its
accommodation character.

(5). An accommodation party is not hable to the party accommodated and if he pays
the ingtrument has a right of recourse on the mstmment against such palty _

History: 1963 .c. 158, : .

403.416 Contract of guarantor (1) “Payment guaranteed” or equivalent words
added to a signature mean that the signer engages that if the instrument is not paid when
due he will pay it according to its tenor without resort by the holder to any other party.

. (2) “Collection guaranteed” or equivalent words added to a signature mean that the
signer engages that if the instrument is not paid when due he will pay it aceording to
its tenor, but only after the holder has reduced his claim against the maker or aceeptor to
judgment and execution has heen returned unsatisfied, or after the maker or acceptor has
become insolvent or it is otherwise apparent that it is useless to proceed against hlm

~ (3) Words of guaranty, which do not otherwise specify, gnarantee payment.

(4) No words of guaranty added to the signature of a sole maker or acceptor affect
his lability on the instrument. Such words added to the SIgnatule of one of 2 or more
makers or acceptors create a presumption that the sxgnatme is for the accommodatlon
of the others. .

(5) When words of gnaranty are used presentment, notice of dlshonm and protest are
nof necessary to charge the user.

(6) Any guaranty written on the instrument is enforceable noththstandmg any stat-
ute of frauds. ,

Mistory: 1963 ¢, 158,

"~ 403.417 Warranties on presentment and transfer. ' (1) Any person who obtains
payment or aceeptance and any p1101 transferor warrants to a person who in good falth
pays or accepts that:

(a) He has a good title to the instrument or is authorized to ohtain payment or ac-
ceptance on behalf of one who has a good title; and

(b) He has no knowledge that the signature of the maker or drawer is unauthorized,
except that this warranty is not given by a holder in due course aeting in good faith;

1. To a maker with respect to theé maker’s own signature; or

2. To a drawer with respect to the drawer’s own 31g11at111e, Whethel or not the dlawel'
is also the drawee; or

3. To an acceptm of a draft if the holder in due course took the draft after the ac-
ceptance or obtained the acceptance without knowledge that the drawer’s s1gnatu1e was
unanthorized; and '

(e) The instrument has not been materially altered, except that this warranty is not
given by a holder in due course acting in good faith:

1. To the maker of a note; or

2. To the drawer of a draft whether or not the drawer is also the drawee; or

3. To the aceeptor of a draft with respeet to an alteration made prior fo the accept
ance if the holder in due course took the draft after the acceptance, even though the ae-
ceptance provided “payable as originally drawn’ or equivalent terms; or
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4. To the aceeptor of a draft with respect to an alteration made after the acceptance.

(2) Any person who transfers an instrument and receives consideration warrants to
his transferee and if the transfer is by indorsement to any subsequent holder who takes
the instrument in good faith that: ,

(a) He has a good title to the instrument or is authorized to obfain payment or
acceptance on behalf of one who has a good title and the transfer is otherwise rightful;
and N

(b) All signatures are genuine or authorized; and

(¢) The instrument has not heen materially altered; and

(d) No defense of any party is good against him; and

(e) He has no knowledge of any insolveney proceeding instituted with respect to the
maker or aceeptor or the drawer of an unaccepted instrmment.

(3) By transferring “without recourse” the transferor limits the obligation stated in
sub. (2) (d) to a warranty that he has no knowledge of such a defense.

(4) A selling agent or broker who does not disclose the fact that he is acting only
as such gives the warranties provided in this section, but if he makes such disclosure
warrants only his good faith and authority.

History: 1963 c. 158,

403.418 Tinality of payment or acceptance. Except for recovery of bank pay-
ments as provided in ch. 404 and except for liahility for breach of warranty on present-
ment under s. 403.417, payment or aceeptance of any instrument is final in favor of a
holder in due course, or a person who has in good faith changed his position in reliance
on the payment.

Mistory: 1963 c. 158, .

403.419 Conversion of instrument; innocent representative. (1) An instrument
is converted when:

(a) A drawee to whom it is delivered for acceptance refuses to return it on demand;
or

(b) Any person to whom it is delivered for payment refuses on demand either to
pay or to return it; or

(e) It is paid on a forged indorsement.

(2) In an action against a drawee under sub. (1) the measure of the drawee’s liability
is the face amount of the instrument. In any other action under sub. (1) the measure of
Liability is presumed to be the face amount of the instrument.

(3) Subject to the provisions of this code concerning restrictive indorsements a rep-
resentative, including a depositary or collecting bank, who has in good faith and m
accordance with the reasonable commercial standards applicable to the business of such
representative dealt with an instrument or its proceeds on behalf of one who was not the
true owner is not liable in conversion or otherwise to the true owner beyond the amount
of any proceeds remaining in his hands.

(4) An intermediary bank or payor bank which is not a depositary hank is not liable
in conversion solely by reason of the fact that proceeds of an item indorsed restrictively
(ss. 403.205 and 403.206) are not paid or applied consistently with the restrictive in-
dorsement of an indorser other than its immediate transferor.

History: 1963 c. 158,

PRESENTMENT, NOTICE OF DISHONOR AND PROTEST.

403.501 When presentment, notice of dishonor, and protest necessary or permis-
sible. (1) Unless excused (s. 403.511) presentment is necessary to charge secondary
parties as follows:

(a) Presentment for acceptance is necessary to charge the drawer and indorsers of
a draft where the draft so provides, or is payable elsewhere than at the residence or place
of business of the drawee, or its date of payment depends upon such presentment. The
holder may at his option present for acceptance any other draft payable at a stated
date;
(i)) Presentment for payment is necessary to charge any indorser;

(c) In the case of any drawer, the acceptor of a draft payable at a bank or the
maker of a note payable at a bank, presentment for payment is necessary, but failure
to make presentment discharges such drawer, acceptor or maker only as stated in s,

403,502 (1) (b).
(2) Unless excused (s. 403.511) :
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(a) Notice of any dishonor is necessary to charge any indorser;

(b) In the case of any drawer, the acceptor of a draft payable at a bank or the
maker of a note payable at a bank, notice of any dishonor is necessary, but failure to
gix;e (such notice discharges such drawer, acceptor or maker only as stated in s, 403.502
1) (b). :

(8) Unless excused (s. 403.511) protest of any dishonor is necessary to charge th
drawer and indorsers of any draft which on its face appears to be drawn or payable
outside of the states and territories of the United States and the District of Columbia.
The holder may at his option make protest of any dishonor of any other instrument and
in the case of a foreign draft may on insolvency of the acceptor hefore maturity make
protest for better security.

(4) Notwithstanding any provision of this section, neither presentment nor notice of
dishonor nor protest is necessary to charge an indorser who has indorsed an instrument
after maturity.

History: 1963 c. 158.

403.502 Unexcused delay; discharge. (1) Where without excuse any necessary
presentment or notice of dishonor is delayed beyond the time when it is due:

(a) Any indorser is discharged; and

(b) Any drawer or the acceptor of a draft payable at a bank or the maker of a note
payable at a bank who because the drawee or payor bank becomes insolvent during the
delay is deprived of funds maintained with the drawee or payor bank to cover the in-
strument may discharge his lability by written assignment to the holder of his rights
against the drawee or payor bank in rvespect of such funds, but such drawer, acceptor or
maker is not otherwise discharged.

(2) Where without excuse a necessary protest is delayed beyond the time when it is
due any drawer or indorser is discharged.

History: 1963 c. 158,

403.5603 Time of presentment. (1) Unless a different time is expressed in the
instrument the time for any presentment is determined as follows:

(a) Where an instrument is payable at or a fixed period after a stated date any
presentment for acceptance must be made on or hefore the date it is payable;

(b) Where an instrument is payable after sight it must either he presented for ac-
ceptance or negotiated within a reasonable time after date or issue whichever is later;

(e) Where an instrument shows the date on which it is payable presentment for pay-
ment is due on that date;

- (d) Where an instrument is accelerated presentment for payment is due within a
reasonable time after the acceleration; .

(e) With respeet to the liability of any secondary party presentment for acceptance
or payment of any other instrument is due within a reasonable time after suech party
becomes liable thereon.

(2) A reasonable time for presentment is determined by the nature of the instrument,
any usage of banking or trade and the faets of the particular ease. In the case of an
uncertified check which is drawn and payable within the United States and which is not
a draft drawn by a bank the following are prestumed to he reasonable periods within which
to present for payment or fo initiate bank collection:

(a) With respect to the liability of the drawer, 30 days after date or issue whichever
is later; and

(b) With respeet to the liability of an indorser, 7 days after his indorsement.

(3) Where any presentment is due on a day which is not a full business day for
either the person making presentment or the party to pay or accept, presentment is due
on the next following day which is a full husiness day for both parties.

(4) Presentment to be sufficient must be made at a reasonable hour, and if at a bank
during its banking day.

History: 1963 c. 158,

403.504¢ How presentment made. (1) Presentment is a demand for acceptance
or payment made upon the maker, acceptor, drawee or other payor by or on behalf of
the holder.

(2) Presentment may be made:
- (a) By mail, in which event the time of presentment is determined by the time of

receipt of the mail; or
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(b) Through a clearing house; or

(e) ‘At the place of acceptance or payment speeified in the instrument or if thele is
none at the place of husiness or residence of the party to accept or pay. If neither the
party to accept or pay nor anyone authorized to act for him is present or acce551ble at
such place presentment is excused. \ P

. (3) It may be made:

(a) To any one of 2 or more makers, acceptms, drawees or other payors; or

(b) To any person who has authority to make or refuse the acceptance or paynient,

(4) A draft accepted or a note made payable at a bank in the Unlted States must be
presented at such hank.

(5) In the cases described in s. 404.210 presentment may he made in the nlannel and
with the 1esult stated in that section.

History: 1963 c. 158.

403.505 Rights of party to whom presentment is made. (1) The party to whom
presentment is made may without dishonor require: RO

(a) Exhibition of the itistrument; and

(b) Reasonablé identification of the person making presentment and ev1dence of his
authority to make it if made for another; and
" (¢) That the instrument be produced for acceptance or payment at a place speelhed
in it, or if theré is none at any place reasonable in the cireumstances; and :

(d) A signed receipt on the instrument for any partial or full payment and 1ts sur-
render upon full payment. -

(2) Failuve to comply with any such 1equn ement invalidates the plesentment but the
person presenting has a reasonable time in which to comply and the time for ageeptance
or payment runs from the time of compliance. : .

‘History: 1963 c. 158,

408.5606 Time allowed for acceptance or payment. (1) Aecceptance may be deferred
without dishonor until the close of the next business day following presentment. The
holder may also in a good faith effort to ohtain aceeptanece and without either' dishonor
of the instrument or diseharge of seecondary paltles allow postponement of acceptance
for an additional business day.

(2) Except as a longer time is allowed in the case of documentary drafts drawn
under a letter of credit, and unless an earlier time is agreed to by the party to pay, pay-
ment of an instrument may be deferred without dishonor pending reasonable examination
to determine whether it is properly payable, but payment nmst be made 1n .any event
before the close of business on the day of presentment.

History: 1963 c, 158,

403.507 Dishonor; holder’s right of recourse; term allowmg representment '(1=)
An instrument is dlshonmed when

(a) A necessary or optional presentment is duly made and due acceptance or payment
is refused or eannot be obtained within the plescubed time or in ease of bank collections
the instrument is seasonably returned by the midnight deadline (s. 404.301); or ‘
" (b) Presentment is excused and the nstrument is not duly accepted or paid. L

(2) Subject to any necessary notice of dishonor and protest, the holder has upon dlS-
honor an immediate right of recourse against the drawers and indorsers. :

(8) Return of an instrument for lack of proper indorsement is not dishonor,

. (4) A term in a draft or an indorsement thereof allowing a stated time for represent-
ment in the event of any dishonor of the draft by nonaceeptanee if a time draft or by
nonpayment if a sight draft gives the holder as against any secondary party bound by
the term an option, to waive the dishonor without affecting the liability of the Seeondal'v
party and he may present again up to the end of the stated time. ‘ T

History: 1963 c. 158,

403.508 Notice of dishonor. .(1) Notice of dishonor may be given to any person
who may be liable on the instrument by ox on behalf of the holder or any party who has
himself received notice, or any other party who ean be eompelled to pay the instrument.
In addition an agent or bank in whose hands the instrument is dishonored may give notice
to his principal or ecustomer or to another agent or hank from which the instrument was-
received. ,
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(2) Any necessary. notice must be given by a bank before its midnight deadline and
by any other person before midnight of the third business day after dishonor or receipt of
‘antice of dishonor.

(8) Notice may be given in any reasonable manner. It may be oral-or written and in
any terms which identify the instrument and state that it has been dishonored. A mis-
description which does not mislead the party notified does not vitiate the notice. Sending
the instrument bearing a stamp, ticket or writing stating that aeceptance or payment has
been refused or sending a notice of debit with respect to the instrument is suffieient.

(4) Written notice is given when sent although it is not received. SRR

(5) Notice to one partner is notice to each although the firm has been dlssolved

(6) When any party is in insolveney proceedings instituted after the issue of the
instrument notice may be given either to the party or to the representative of his estate.

(7) When any pa1ty is dead or incompetent notice may he sent to his last known. ad-
dress or given to his personal representative.

(8) Notice operates for the benefit of all parties who have 11ghts on the instrument
against the party notified.

History: 1963 c. 158, C ‘ .

403.609 Protest; noting for protest. (1) A protest is a. certificate of - dishonor
made under the hand and seal of a United States consul or viee consul or a notary public
or other person authorized to certify dishonor by the law of the place where dishonor oe-
curs. It may be made upon information satisfactory to such person.

(2) The protest must identify the imstrument and certify either that due plesentment
has been made or the reason why it is exeused and that the instrument has been dlShOllOled
by nonacceptance or nonpayment.

(3) The protest may also certify that notice of dishonor has been given to all paltles
or to specified parties. »

(4) Subject to sub. (5) any necessary protest is due by the time that notice "o:f, :d,is_ho‘n-
or is due. , o
. (B) If, before protest is due, an instrument has been noted for protest by the officer to

make protest, the protest may be made at any time thereafter as of the date of the noting.

History: 1963 c. 158.

403.510 Evidence of dishonor and notice of dishonor. The following are admlssﬂ)le
as evidence and create a presumption of dishonor and of any notice of dishonor thelem
shown: ;

(1) A document regular in form as provided in s. 403. 509 which pu1p01ts to be a p10-
test,

( 2) The purported stamp or writing of the drawee, payor bank or p1esentmg bhank on
the instrument or accompanying it stating that acceptance or p{wment has heen 1ef11sed f01
reasons consistent with dishonor;

(3) Any hook or record of the drawee, payor bank, or any collectmg bank kept m ‘the
usual course of business which shows dishonor, even though there is no ev1dence of Who
made the entry. :

History: 1963 c, 158, ‘

403,511 Waived or excused presentment, protest or notice of dishonor or delay
therein. (1) Delay in presentment, protest or notice of dishonor is excused when the
party is without notice that it is due or when the delay is caused by circumstances heyond
his eontrol and he exercises reasonable diligence after the cause of the. delay ceases to
operate. S

(2) Presentment or notice or protest as the case may be is entirely e\cused When

(a) The party to be charged has waived it expressly or by implication either bef.01e or

after it is due; or
(b) Such palty has himself dishonored the instrument or has countermanded payment

or otherwise has no reason to expect or rlght to require that the instrument be aceepted

or.paid; or
(e) By 1easonab1e diligence the presentment or protest cannot he made or the notice
g1ven

. (8) Presentment is also entirely excused when: :
(a) The maker, acceptor or drawee of any instrument except a documentary dmft iy
dead or in msolvency proceedings instituted after the issue of the instrument; or .-
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(b) Acceptance or payment is refused but not for want of proper presentment.

(4) Where a draft has been dishonored hy nonaceeptance a later presentment for pay-
ment and any notice of dishonor and protest for nonpayment are excused unless in the
meantime the instrument has been accepted. - - e R

(6) A waiver of protest is also a waiver of presentment and of notice of dishonor
even though protest is not required. :

(6) Where a waiver of presentment or notice of protest is embodied in the instrument
itself it is hinding upon all parties; but wheve it is written above the signature of an in-
dorser it binds him only.

History: 1963 c. 158,

DISCHARGE.

© 403.601 Dischiarge of parties. (1) The extent of the discharge of any party
from liability of an instrument is governed bhy: ‘ -

(a) Section 403.603 on payment or satisfaction; or '

(b) Section 403.604 on tender of payment; or

(e) Section 403.605 on cancellation or renuneciation ; or

(d) Seection 403.606 on impairment of right of recourse or of collateral ; or

(e) Section 403.208 on reacquisition of the instrument by a prior party; or

(£) Section 403.407 on fraudunlent and material alteration; or ‘

(g) Section 403.411 on certification of a check; or

(h) Section 403.412 on acceptance varying a draft; or

(i) - Section 403.502 on unexeused delay in presentment or notice of dishonor or protest.

(2) Any party is also discharged from his liability on an instrument to another party
by any other act or agreement with such party which would discharge his simple contract
for the payment of moiey. '

(8) The liability of all parties is discharged when any party who has himself no right
of action or recourse on the instrument:

(a) Reacquives the instrument in his own right; or

(b) Is discharged under any provision of this chapter except as otherwise provided in
s. 403.606 with respect to discharge for impairment of recourse or of collateral.

History: 1963 c, 158,

403.602 Effect of discharge against holder in due course. No discharge of any
party provided by this chapter is effective against a subsequent holder in due course un-
less he has notice thereof when he takes the instrument, '

History: 1963 c. 158,

403.603 Payment or satisfaction. (1) The liability of any party is discharged to
the extent of his payment or satisfaction to the holder even though it is made with knowl-
edge of a claim of another person to the instrument unless prior to suech payment or satis-
faction the person making the elaim either supplies indemnity deemed adequate by the
party seeking the discharge or enjoins payment or satisfaction hy order of a court of com-
petent jurisdiction in an action in which the adverse claimant and the holder are parties.
This subsection does not, however, result in the discharge of the liability:

(a) Of a party who in bad faith pays or satisfies & holder who aequired the instru-
ment by theft or who (unless having the rights of a holder in due course) holds through
one who so acquived it; or

(b) Of a party (other than an intermediary hank or payor bank which is not a depos-
itary bank) who pays or satisfies the holder of an instrument which has héen vestrietively
indorsed in a manner not consistent with the terms of such restrictive indorsement.

(2) Payment or satisfaction may be made with the consent of the holder by any per-
son including a stranger to the instrnment. Surrender of the instrument to such a person
gives him the rights of a transferee (s. 403.201). ‘

History: 1963 c. 158, -

403.604 Tender of payment. (1) Any party making tender of full payment to a
holder when or after it is due is discharged to the extent of all subsequent liability for in-
terest, costs and attorney’s fees.

(2) The holder’s refusal of such tender wholly discharges any party who has a right
of recourse against the party making the tender.

(3) Where the maker or acceptor of an instrument payable otherwise than on demand
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is able and ready to pay at every place of payment specified in the instrument when it is
due, it is equivalent to tender.
History: 1963 c. 158.

403.605 Cancellation and renunciation. (1) The holder of an instrument may
even without consideration discharge any party:

(a) In any manner apparent on the face of the instrument or the indorsement, as by
intentionally canceling the instrument or the party’s signature by destruction or mutila-
tion, or by striking out the party’s signature; or

(b) By renouncing his rights by a writing signed and delivered or by surrender of the
instrument to the party to be discharged.

(2) Neither cancellation nor renunciation without surrender of the instrument affects
the title thereto.

History: 1963 c. 158,

403,606 Impairment of recourse or of collateral. (1) The holder discharges any
party to the instrument to the extent that without such party’s consent the holder:

(a) Without express reservation of rights releases or agrees not to sue any person
against whom the party has to the knowledge of the holder a right of recourse or agrees
to suspend the right to enforce against such person the instrument or collateral or other-
wise discharges such person, except that failure or delay in effecting any required present-
ment, protest or notice of dishonor with respect to any such person does not discharge any
party as to whom presentment, protest or notice of dishonor is effective or unnecessary; or

(b) Unjustifiably impairs any collateral for the instrument given by or on behalf of
the party or any person against whom he has a right of recourse.

(2) By express reservation of rights against a party with a right of recourse the hold-
er preserves: '

(a) All his rights against sueh party as of the time when the instrument was origin-
ally due; and

(b) The right of the party to pay the instrument as of that time; and

(e} All rights of such party to recourse against others.

History: 1963 c. 158,

ADVICE OF INTERNATIONATL SIGHT DRAFT,

403.701 Letter of advice of international sight draft. (1) A “letter of adviee”
is a drawer’s communieation to the drawee that a deseribed draft has been drawn.

(2) Unless otherwise agreed when a hank receives from another bank a letter of advice
of an international sight draft the drawee bank may immediately debit the drawer’s
aceount and stop the running of interest pro tanto. Such a debit and any resulting eredit
to any account covering outstanding drafts leaves in the drawer full power to stop pay-
ment or otherwise dispose of the amount and creates no trust or intevest in favor of the
holder.

(3) Unless otherwise agreed and except where a draft is drawn under a credit issued
by the drawee, the drawee of an international sight draft owes the drawer no duty to pay
an unadvised draft but if it does so and the draft is genuine, may appropriately debit the
drawer’s account.

Mistory: 1963 c, 158,

MISCELLANEOUS,

403.801 Drafts in a set. (1) Where a draft is drawn in a set of parts, each of
which is numbered and expressed to be an order only if no other part has been honored,
the whole of the parts constitutes one draft but a taker of any part may become a
holder in due conrse of the draft.

(2) Any person who negotiates, indorses or aceepts a single part of a draft drawn in
a set thereby becomes liable to any holder in due course of that part as if it were the
whole set, but as between different holders in due course to whom different parts have heen
negotiated the holder whose title first acerues has all rights to the draft and its proceeds.

(3) As against the drawee the first presented part of a draft drawn in a set is the
part entitled to payment, or if a time draft to acceptance and payment. Acceptance of
any subsequently presented part renders the drawee liable thereon under sub. (2). With
respect both to a holder and to the drawer payment of a subsequently presented part of a
draft payable at sight has the same effect as payment of a check notwithstanding an effec-
tive stop order (s. 404.407).




403.802 COMMERCIAL PAPER 3880

NOTE: The Commercial Code is effective July 1, 1965,

(4) Except as otherwise provided in this section, where any part of a draft in a set lS
dlsehaloed by payment or otherwise the whole draft is discharged.
History: 1963 c. . 158. .

© 403.802 ' Effect of instrument on’ obligation for which it is given. (1) Unless
otherwise agreed where an instrument is taken for an wnderlying obligation:

‘ (4) 'The obligation is pro tanto discharged-if a bank is drawer, maker or acceptor of
the instrument and if there is no recourse on the instrument agamst the underlymg obli-
gor; and

(b) In any other case the obligation is suspended pro tanto until the instrument is due
or if it is payable on demand until its presentment. If the instrument is dishonored ac-
tion may be maintained on either the instrument or the obligation; discharge of the under-
lying obligor on the instrument also discharges him on the obligation.

(2) The taking in good faith of a check which is not postdated does not of itself so
extend the time on the original obligation as to discharge a surety. :

‘History: 1963 c. 158,
Legislative Council Note, 1963: For the added the word “if’ between f“and” and
purpose of clarification, the study committee ‘‘there” in sub, (1) (a). (Bill No, 1-8)

. 403.803 Notice to third party. Where a defendant is sued for breach of an obli-
gation for which a third person is answerable over to him under this chapter he may give
the third person written notice of the litigation, and the person notified may then give
similar notiece to any other person who is answerable over to him under this chapter, If
the notice states that the person notified may come in and defend and that if the person
notified does not do so he will in any action against him by the person giving the notice
be. bound by any determination of fact common to the 2 htlgatlons, then unless after sea-
sonable receipt of the notice the person notified does eome in and defend he is so bound.

History: 1963 c. 158.

Le;,islntne Council Note, 1963: For the the words ‘answerable ovel” ‘where they
purpose of improving readability, the study first appear in the first sentence of this sec-
committee added the words “to him*” after tion. (Bill No, 1-8) .

403,804 Liost, destroyed or stolen instruments.. The owner of an instrument which
is lost, whether by destruction, theft or otherwise, may maintain an action in his own
name and reecover from any party liable thereon upon due proof of his ownership, the
facts which prevent his production of the instrument and its terms. The court may ve-
quire security indemnifying the defendant against loss by reason of further elaims on the

instrument.
History: 1963 ¢, 158,

408.805. Instruments not paya,ble to order or to bearer. This chapter applies to
any instrument whose térms do not preclude transfer and which is otherwise negotiable
within this chapter but which is not payable to order or to hearer, except that there ean
be no holder in due course of such an instrument. ‘ ‘

HlStOl‘)‘ 1963 c. 158.

- 403.806 : Ll&blhty for worthless check or draft, Any person who issues a cheek or
other draft ‘which is not honored upon presentment, because the drawer does not have an
account with the drawee or hecause the drawer does not have sufficient funds in his-ac-.
count or sufficient eredit with the drawee, is liable for all costs and expenses in eonnection
with the collection of the amount for which such check or draft was written,

History: 1963 c. 158.
: Leglslutne Council Note, 1963: This sec- code. It is derived from Wis. Stat. 8. 118.66.
tion - is not. part of the official text of the (Bill No. 1-8)




3881

NOTE:

BANK DEPOSITS AND COLLECTIONS 404.103

The Commercial Code 18 effective July 1, 1965,

CHAPTER 404.
BANK DEPOSITS AND COLLECTIONS,

GENERAL PROVISIONS AND DEFINITIONS,

404,101 Short title. '
404.102 Applicability. :

404.103 Variation by agreement; measure of
damages; certain action consti-
tuting ordinary care,

404,104 Definitions and index of definitions,

404,105 “Depositary - bank”; “intermediary
bank’”; ‘collecting bank’’; “payor
bank’’; “presenting bank’; ‘remit-
ting bank”,

404,106 Separate office of a bank,

404,107
404.108 Delays.
404.109 Process of posting.

COLLECTION OF ITEMS: DEPOSITARY AND
COLLECTING BANKS,

404.201 Presumption and duration of agency
status of collecting banks and pro-
visional status of credits; ap-
plicability of chapter; item in-
dorsed “pay any bank”.

Responsibility for collection;
action seasonable,

Effect of instructions.

Methods of sending and presenting;
sending direct to payor bank.

Supplying missing indorsement;
notice from prior indorsement.

Transfer between banks.

Warranties of customer and col-
lecting bank on transfer or pre-
sentment of items; time for claims,

Security interest of collecting bank
in items, accompanying documents
and proceeds.

‘When bank gives value for purposes
of holder in due course,

Presentment by notice of item not
payable by, through or at a bank;
liability of secondary parties,

Media of remittance; provisional and
final settlement in remittance
cases,

Right of charge-back or refund.

Time of receipt of items.

404,202 when

404.203
404,204

404.205

404,206
404,207

no

404.208

404,209
404,210

404,211

404.212

404.213 Final payment of item by payor
bank; when provisional debits and
credits become final; when certain
credits hecome available for with-
drawal. .

404.214 Insolvency and preference.

COLLECTION OF ITEMS: PAYOR BANKS.

404.301 Deferred posting; recovery of pay-
ment by return of items; time of
dishonor,

404.302 Payor bank’s responsibility for late
return of item.

404.303 When items subject to notice, stop-
order, legal process or setoff; or-
der in which items may be charged
or certified.

RELATIONSHIP BETWEEN PAYOR BANK
AND ITS CUSTOMER.

404.401 When bank may charge customer’'s
account.

404.402 Bank's liability to
wrongful dishonor.

404,403 Customer’s right to stop payment;
burden of proof of loss.

404.404 Bank not obligated to pay check
more than 6 months old,

404.405 Death or incompetence of customer.

404.406 Customer’'s duty to discover and re-
port unauthorized signature or
alteration.

404,407 Payor bank’s right to subrogation
on improper payment,

COLLECTION OF DOCUMENTARY DRAFTS.

404,501 Handling of documentary drafts;
duty to send for presentment and
to notify customer of dishonor,

404.502 Presentment of “on arrival” drafts.

404.503 Responsibility of presenting bank
for documents and goods; report
of reasons for dishonor; referee in
case of need.

404.504 Privilege of presenting bank to deal
with goods;. security interest for
expenses,

customer for

GENERAL PROVISIONS AND DEFINITIONS.

404,101 Short title. This chapter shall be known and may be cited as uniform
commercial code—bank deposits and ecollections. .
History: 1968 c. 158.

404.102 Applicability, (1) To the extent that items within this chapter are
also within the scope of chs. 403 and 408, they are subject to the provisions of those
chapters. In the event of conflict the provisions of this chapter govern those of ch. 403
but the provisions of ch. 408 govern those of this chapter.

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

History: 1963 c, 158,

404.1083 Variation by agreement; measure of damages; certain action constituting
ordinary care, (1) The effect of the provisions of this chapter may be varied hy
agreement except that no agreement can disclaim a bank’s responsibility for its own lack
of good faith or failure to exercise ordinary care or can limit the measure of damages
for such lack or failure; but the parties may by agreement determine the standards by
which such responsibility is to be measured if such standards ave not manifestly unreason-
able,

(2) Federal reserve regulations and operating letters, clearing house rules, and the
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like, have the effeet of agreements under sub. (1), whether or not specifically assented to
by all parties interested in items handled.

(3) -Action-or-nonaction approved-by this-chapter or-pursuant to federal reserve reg-
ulations or operating letters constitutes the exercise of ordinary care and, in the absence
of special instructions, action or nonaction consistent with clearing house rules and the
like or with a general banking usage not disapproved. by this chapter, prima facie consti-
tutes the exercise of ordinary care.

(4) The specification or approval of certain procedures by this chapter does not con-
stitute disapproval of other procedures which may he reasonable under the circumstances.

(5) The measure of damages for failure to exercise ordinary care in handling an item
is the amount of the item reduced by an amount which could not have heen realized by
the use of ordinary care, and where there is bad faith it includes other damages, if any,
suffered by the party as a proximate consequence.

History: 1963 c, 158.

404.104 Definitions and index of definitions, (1) In this chapter unless the eontext
otherwise requires:

(a) “Account” means any account with a bank and includes a cheecking, time, interest
or savings account;

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

(¢) “Banking day” means that part of any day on which a bank is open to the public
for carrying on substantially all of its banking funetions;

(d) “Clearing house” means any association of hanks or other payors regularly clear-
ing items;

(e) “Customer” means any person having an account with a bank or for whom a
bank has agreed to collect items and includes a bank carrying an aceount with another
hank;

(f) “Documentary draft” means any negotiable or nonnegotiable draft with accom-
panying doeuments, securities or other papers to be delivered against honor of the draft;

(g) “Ttem” means any instrument for the payment of money even though it is not
negotiable but does not inelude money; »

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

(i) “Properly payable” includes the availability of funds for payment at the time of
decision to pay or dishonor;

(j) “Settle” means to pay in cash, by clearing house settlement, in a charge or credit
or by remittance, or otherwise as instructed. A settlement may be either provisional or
final ;

(k) “Suspends payments” with respect to a bhank means that it has been closed by
order of the supervisory authorities, that a public officer has heen appointed to take 1t
over or that it ceases or refuses to make payments in the ordinary course of business.

(2) Other definitions applying to this chapter and the sections in which they appear
are:

(a) “Collecting bank”—s. 404.105.
(b) “Depositary bank”—s. 404.105.
(¢) “Intermediary bank”—s. 404.105.
(d) “Payor bank”—s. 404.105.

- (e) “Presenting bank”—s. 404.105.
(f) “Remitting bank”—s, 404.105.

(3) The following definitions in other chapters apply to this chapter:
(a) “Acceptance”—s. 403.410.

(b) “Certificate of deposit”’—s. 403.104,
(e) “Certification”—s. 403.411.

(d) “Cheek”—s. 403,104,

(e) “Draft”—s. 403.104.

(f) “Holder in due course”’—s. 403.302,
(g) “Notice of dishonor”—s. 403.508,
() “Presentment”’—s. 403.504,

(i) “Protest’—s. 403.509,

(j) “Secondary party”’—s. 403,102,






