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CHAPTER 408
UNIFORM COMMERCIAL CODE — INVESTMENT SECURITIES

SUBCHAPTERI 408.304 Endorsement.
GENERAL MATTERS 408.305 Instruction.
408.101 Short title. 408.306 Effect of guaranteeing signature, endorsement or instruction.
408.102 Definitions. 408.307 Purchases right to requisites for registration of transfer
408.103 Rulesfor determining whether certain obligations and interests are securi SUBCHAPTER IV
tiesor financial assets. REGISTRATION
408.104 Acquisition of security or financial asset or interest therein. 408.401 Duty of issuer to register transfer
382182 ggﬂf&m adverse claim. 408.402 Assurance that endorsement or instructionfiscéife.
: : 408.403 Demand that issuer not register transfer
408.107 Whether endorsement, instruction or entitlement ordeféstéfe. 408.404 Wrongful registration. Y
308'108 Warrant!es n .d':f‘:t h%ld:g_g. 408.405 Replacement of lost, destroyed or wrongfully taken security certificate.
482 l?g A;;glrﬁ:g%iist;péﬂo:::?f)f l‘; Wlng. 408.406 Obligationto notify issuer of lost, destroyed or wrongfully taken security
’ ; ! : certificate.
jggﬂ; glrz?jriltg?‘scgg)glrgifgersﬂes. 408.407 Authenticatingtrustee, transfer agent and registrar
408.113 Statute of frauds inapplicable. SUBCHAPTER V
408.114 Evidentiary rules concerning certificated securities. . SECURITY ENTITLEMENTS .
408.115 Securities intermediary and others not liable to adverse claimant. ~ 408.501 Securitiesaccount; acquisitiorof security entitlement from securities
408.116 Securities intermediary as purchaser for value. intermediary. ) ) .
SUBCHAPTER Il 408.502 Assertionof adverse claim against entitlement halder
ISSUE AND ISSUER 408.503 Propertyinterest of entitlement holder in financial adsefd by securities
408.201 Issuer. intermediary. , o
408.202 Issuers responsibility and defenses; notice of defect or defense. 408.504 Duty of securities intermediary to maintain financial asset.
408.203 Staleness as notice of defect or defense. 408.505 Duty of securities intermediary with respecip@yments and distributions.
408.204 Effect of issue's restriction on transfer 408.506 Duty of securities intermediary to exercise rights as directed by entitlement
408.205 Effect of unauthorized signature on security certificate. hoider. ) ) )
408.206 Completion or alteration of security certificate. 408.507 Duty of securities intermediary to comply with entitlement arder
408.207 Rights and duties of issuer with respect to registered owners. 408.508 Duty of securities intermediary to change entitlement htddensition to
408.208 Effect of signature of authenticating trustee, registrar or transfer agent. otherform of security holding. i
408.209 Issuers lien. 408.509 Specificationof duties of securities intermediary by other statutegula
408.210 Overissue. tion; manner of performance of duties of securities intermediary; and
SUBCHAPTER Il exerciseof rights of entitlement holder .
TRANSFER OF CERIFICATED AND 408.510 Rights of purchaser of security entitlement from entitlement holder
UNCERTIFICATED SECURITIES 408.511 Priority among security interests and entitlement holders.
408.301 Delivery. SUBCHAPTER VI
408.302 Rights of purchaser TRANSITIONAL PROVISIONS
408.303 Protected purchaser 408.603 Saving provision.
Cross-reference: See definitions in $101.201 ter as a clearing agency under the federal securities laws but for
anexclusion or exemption frotthe registration requirement, if its
SUBCHAPTERI activities as a clearing corporation, including promulgation of
rules,are subject to regulation by a federal or state governmental
GENERAL MATTERS authority.

(f) “Communicate” means to:
408.101 Short title. This chapter may be cited as uniform 1. Send a signed writing; or

commercialcode — investment securities. 2. Transmit information by any mechanism agreed upon by
History: 1997 a. 297 the persons transmitting and receiving the information.
408.102 Definitions. (1) In this chapter: (fm) “Endorsement” means a signature that alone or accompa

(a) “Adverse claim” means a claim thaclaimant has a prep nied by other words is made on a security certificate in registered
erty interest in a financial asset and that it is a violation of the rigfiigM or on a separate document for the purposassfgning,
of the claimant fomnother person to hold, transfer or deal with thansferringor redeeming the security or granting a power to
financial asset. assigntransfer or redeem it.

(b) “Bearer form”, as applietb a certificated securityneans ~ (9) “Entitlement holder” means a person identified in the
aform in which the security is payable to the bearer oénairity recordsof a securities intermediary as the person having a security
certificateaccording to its terms but not by reason of an enedorghtitlement against the securitiemtermediary If a person
ment. acquiresa security entitlement by virtue of408.501(2) (b) or

(c) “Broker” means a person defined as a broker or deal&. that person is the entitlement holder _
underthe federal securities laws, but without excluding a bank (h) “Entitlement order” meansrotification communicated to

actingin that capacity a securities intermediary directingansfer or redemption of a
(d) “Certificated security” mears security that is representedinancia| asset towhich the entitlement holder has a security
by a certificate. entitlement.
(e) “Clearing corporation” means: (i) 1. “Financial asset”, except as otherwise provided in s.
1. A person that is registered as a “clearing agency” under #{28.103 means:
federalsecurities laws; a. A security;
2. Afederal reserve bank; or b. An obligation of a person or a share, participation, or other

3. Any other person thatrovides clearance or settlement seiinterestin a person or in property or an enterprise of a person,
viceswith respect to financial assets that would requieregis  whichis, or is of aype, dealt in or traded on financial markets, or
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whichis recognized in any area in which it is issuedealt in as tion of the person, business or transaction for purposes of any
amedium for investment; or otherlaw, regulation or rule.

c. Any property that is held by a securities intermediary for History: 1997 a. 297
anotherperson in a securities account if the securities intermeqbg 103 Rules for determining whether certain obliga -
ary has expressly agreed with the other person that the prdrperii :

to be treated financial t under this chaoter Yons and interests are securities  or financial assets.
0 be treated as a financial asset under this chapte (1) A share or similar equity interest issued by a corporation,

2. As context requires, “financial asset” means either pysinesgrust, joint stock company or similar entity is a security
interesitself or the means by whicapersors claim to it is evi (2) An “investment company security” is a securitiy this
dencedjncluding a certificated or uncertificatedcurity a secu chapter investment company security” means a sharsirailar
rity certificate or a security entitlement. _equityinterest issued by an entity that is registered as an invest
~ (j) “Good faith”, for purposes of the obligation of good faithment company under the federal investment company laws,
in the performance or enforcement of contrastsluties within  interestin a unit investment trust that is so registered, or a face-
this chaptermeans honesty in fact and the observanceaon amountcertificate issuedhy a face—amount certificate company
ablecommercial standards of fair dealing. thatis so registered. “Investment company security” does not
(L) “Instruction” means a notification communicatedthe includean insurance policy @andowment policy or annuity cen
issuerof an uncertificated security which directs that the transferactissued by an insurance company
of the security be registered or that the security be redeemed. (3) An interest in a partnership or limitéidbility company is
(m) “Registered form”, as applied to a certificated securitpota security unless it @ealt in or traded on securities exchanges

meansa form in which: or in securities markets, its terms expressly provide that it is a
1. The security certificate specifies a person entitled to tRECUritygovernedy this chapter or it is an investment company
security;and security. However an interest in a partnership or limited liability

2. A transfer of the security may be registered upon booﬁgmpanyis a financial asset if it is held in a securities account.

maintainedfor that purpose by or on behalf of the isswerthe (4) A writing that is a security certificate is governed by this
securitycertificate so states. chapterand not by ch403 even though it also meets the require

u . — ) mentsof that chapterHowever a negotiable instrument governed
(n) “Securities intermediary” means: by ch.403is a financial asset if it is held in a securities account.

1. A clearing corporation; or (5) An option orsimilar obligation issued by a clearing corpo

2. A person, including Bank or brokerthat in the ordinary rationto its participants is not a securibut is a financial asset.
courseof its business maintains securities accounts for others and(G) A commodity contract, as defined ir4€9.115(1) (b), is

is acting in that capacity not a security or a financial asset.
(o) “Security”, except as otherwise provided in468.103 History: 1997 a. 297
meansan obligation of an issuer or a share, participation or other o ) ] )
interestin an issuer or in property or an enterprise of an issuef#08.104 Acquisition of security or financial asset or

1. Which is represented by a security certificate in bearer'ﬂ?ere.st therein. (1) A person acquires a security or an interest
therein,under this chapteif:

registeredorm, or the transfer af’hich may be registered upon X o .
books maintained for that purpose by or on behalf of the issuer; (8) The person is a purchaser to whom a security is delivered

2. Which is one of a class or series or by its terms is divisigfgrsuanto 5.408.301 or. . . .

into a class or series of shares, participationtsrests or obliga _ (P) The person acquires a security entitiement teéierity
tions: and pursuant to s408.501

3. Which: (2) A person acquires a financial asset, other than a security
or an interest therein, under this chapifethe person acquires a
%%%urity entitlement to the financial asset.
: . . (3) A person whacquires a security entitlement to a security

_ b. Isamedium for investment and by its terms expressly pig, giner financial asset has the rights specified in suhdbut is

videsthat it is a security governed by this chapter _apurchaser of any securityecurity entitlement or other financial

(p) “Security certificate” means a certificate representing #setheld by the securities intermediary only to the extent pro
security. videdin s.408.503

(q) “Security entitlement” meartbe rights and property inter ~ (4) Unlessthe context shows that a fdifent meaning is
estof an entitlement holder with respect to a financial asset-spggtended,a person whds required by other lawegulation, rule

a. Is, or is of a type, dealt in or traded on securities exchan
or securities markets; or

fied in subchV. or agreement to transfateliver present, surrendezxchange or

(r) “Uncertificated securityineans a security that is not repreotherwiseput in thepossession of another person a security or
sentedby a certificate. financial asset satisfies that requirement by causing the other per

(2) Otherdefinitions applying to this chapter and the sectior®Nto acquire an interest in the security or financial asset pursuant
in which they appear are: tOHS_Ub-(_l)lgg 7(2)-297

(a) “Appropriate person” — €08.107 (1) Istory: & 2%

(b) “Control” — s.408.106 408.105 Notice of adverse claim. (1) A person has notice

(c) “Delivery” — s.408.301 of an adverse claim if:

(d) “Investment company security” —408.103 (2) () The person knows of the adverse claim;

(e) “Issuer” — s408.201 (b) The person is aware of factsfaiént to indicate that there

“ ; " is a significant probability that thedverse claim exists and delib
(f) “Overissue” —s408.210 (1) eratelyavoids information that would establish the existence of
(9) “Protected purchaser” —408.303 (1) the adverse claim; or
(h) “Securities account” — ¢.08.501 (1) (c) The person has a dufsnposed by statute or regulation, to
(3) In addition, ch401 contains general definitions and prin investigatewhether an adverse claim exists, and the investigation
ciples of construction andnterpretation applicable throughoutsorequired would establish the existence of the adverse claim.
this chapter (2) Havingknowledge that a financial asset or interest therein
(4) Thecharacterization of a person, business or transactisror has been transferred by a representative imposes nofduty
for purposes of this chapter does determine the characteriza inquiry into the rightfulness of a transaction and is not notice of
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anadverse claim. Howevea person who knows that a represemt08.107 Whether endorsement, instruction or entitle -

tative has transferred a financial asset or interest therein in a tramgnt order is effective. (1) In this chapter‘appropriate per

action that is, or whose proceeds are being used, for the individs@” means:

ber]efit of the represent{:\tive or otherwise in breach of duty has (a) With respect to an endorsement’ the person Specified by a

noticeof an adverse claim. securitycertificate or by an &ctive special endorsement to be
(3) An act or event that creates a right to immediate perfantitledto the security;

manceof the principal obligation represented by a security certifi () With respect to amstruction,the registered owner of an
cateor sets a date on or after which teetificate is to be presentedyncertificatedsecurity;

or surrendered for redemption or exchange dmestself consti c) With respect to an entitlement ordire entitiement holder;
tute notice of an adverse claim except in the case of a transfer mor . ) .
than: d) If the person designated in p@), (b) or (c) is deceased,

the designated persansuccessor taking under other law or the
85ignategpersors personal representative acting for éséate
of the decedent; or

(e) If the persordesignated in pafa), (b) or(c) lacks capacity

(a) One year after a date set for presentment or surrender
redemptionor exchange; or

(b) Six months after a date set for paymefnmoney against

presentatioror surrender of theertificate, if money was ava"ablethedesignated persaguardian, conservator or other similarrep

for payment on that date. " . . resentativavho has power under other lawttansfer the security
(4) A purchaser of a certificated security has notice of & financial asset.

adverseclaim if the security certl_ﬂcate: 2) An endorsement, instruction or entitlement orderfiscef
(a) Whether in bearer or registered form, has been endorggd if:

for collection” or “for surrender” or for some other purpose not (a) Itis made by the appropriate person:

involving transfer; or ;
d b) It is made by a person who has power under the law of

(b) Is in bearer form and has on it an unambiguous statemgaé " :
e ncyto transfer the securityr financial asset on behalf of the
thatit is the property of a person other than the transferdrthe appropriateperson, including, in the case of an instruction or

merewrlltl.ng ofa qame .On the certificate not such a Statemem'entitlementorder a person who has control unded@8.106 (3)
(5) Filing of a financing statement under di09is not notice (b) or (4) (b); or
of an adverse claim to a financial asset. '

History: 1997 a. 297 (c) The appropriate person has ratifiedrits otherwise pre

cludedfrom asserting its iné&fctiveness.

408.106 Control. (1) A purchaser has “control” of a certifi ~ (3) An endorsement, instruction or entitlemender made by

catedsecurity in bearer form if the certificated security is delivarepresentative is fefctive even if:

eredto the purchaser (a) The representative has failed to comply with a controlling
(2) A purchaser hakontrol” of a certificated security in reg instrumentor with the law of the state having jurisdiction of the

isteredform if the certificated security is delivered to the purrepresentativeelationship, includingny law requiring the repre

chaserand: sentativeto obtain court approval of the transaction; or
(a) The certificatds endorsed to the purchaser or in blank by (b) The representativeaction in making the endorsement,

aneffective endorsement; or instructionor entitlement order or usirige proceeds of the trans
(b) The certificate is registeréu the name of the purchaser actionis otherwise a breach of duty

uponoriginal issue or registration of transfer by the issuer (4) If a security is registered in the name ofspecially
(3) A purchasehas “control” of an uncertificated security if: éndorsedo a person described asepresentative, or if a securi
(a) The uncertificated security is delivered to the purchaser; S @ccount is maintained in the name of a person described as a

: L oy . representativean endorsement, instruction or entitlement order

(b) The issuer has agreed that it witimply with instructions

A . .~ madeby the person is f&ctive even though the person is no-lon
:)er;ggg\fvend(gy the purchaser without further consbnptthe regis gerserving in the described capacity

(4) A purchaser has “control” of a security entitlement if: (5) Effectivenessof an endorsement, instruction or entitle
p - y " mentorder is determined as of the date the endorsement, instruc
(a) The purchaser becomes the entitlement holder; or  tjon or entitlement order is made, and an endorsement, instruction
(b) The securities intermediary has agreed that it will compiyt entitlement order does not become fieetive byreason of any
with entitlement orders originated by the purchaser withaut later change of circumstances.
therconsent by the entitlement holder History: 1997 a. 297
(5) If an interest in a security entitlement is granted by the o )
entitlementholderto the entitlement holder own securities inter 408.108 Warranties in direct holding. (1) A personwho
mediary,the securities intermediary has control. transfersa certificated security to a purchaser for value warrants
(6) A purchaser who has satisfied the requirements o{3)b. to the purchaserand an endorsdf the transfer is by endorsement,
(b) or (4) (b) has control even if the registered owner in the ca¥rrantsto any subsequent purchaseat: ,
of sub.(3) (b) or the entitlement holder in the case of {dh(b) (@) The certificate is genuine and hast been materially
retainsthe right to make substitutions for the uncertificated secaltered;
rity or security entitlement, to originaitestructions or entittement  (b) The transferor or endorser does kwbdw of any fact that
ordersto the issueor securities intermediary or otherwise to deahight impair the validity of the security;
with the uncertificated security or security entitlement. (c) There is no adverse claim to the security;

(7) An issuer or a securities intermediary may not enter into (4) The transfer does not violate any restriction on transfer;
anagreement of the kind described in @ /(b) or(4) (b) without (e) If the transfer is by endorsement, the endorsement is made

the consent of the registered owner or entitlement hpludran uggan appropriate person, ottfife endorsement is by an agent, the

issueror a securities intermediary is not required to enter into s nthas actuakuthority to act on behalf of the appropriate- per
an agreement even though the registered owner or entitlemg ﬁ'and

holdersodirects. An issuer or securities intermediary that has

enterednto such an agreement is not required to confirnexis (f) The transfer is otherwisefeétive and rightful.

tenceof the agreement to another party unless requested to do s€2) A person who originates an instruction for registratibn

by the registered owner or entitlement holder transferof an uncertificatedecurity to a purchaser for value war
History: 1997 a. 297 rantsto the purchaser that:
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(a) The instruction is made by an appropriate person, or if the(2) A person who delivers security certificate to a securities
instruction is by an agent, the agent has actual authordéigttm intermediaryfor credit to asecurities account or originates an
behalfof the appropriate person; instructionwith respect to an uncertificated security directing that

(b) The security is valid; the uncertificated security be credited to a securities account

(c) There is no adverse claim to the security; and makesto the securities intermediattye warranties specified in s.

(d) At the time the instruction is presented to the issuer: 408.108(1) or (2),', . . . . -
1. The purchaser withe entitled to the registration of transfer: (3) If a securities intermediary deliversecurity certificate to
2' The transfer will be registered by the issuer free from its entitlement holder or causes its entittement holder to be regis

i e o' d clai her than th red as the owner of an uncertificated securibe securities
lens, security interests, r?St”C“OnS and claims other than t GRfermediarymakes to the entitlement holder the warranties speci
specifiedin the instruction; fied in s.408.108 (L)or (2).

3. The transfer will not violate any restriction transfer; and  History: 1997 a. 297

4. The requested transfer will otherwibe efective and
rightful. 408.110 Applicability; choice of law . (1) The local lawof

(3) A person whdransfers an uncertificated security to a-putthe issuefs jurisdiction, as specified in su), governs:
chaserfor value and does not originate an instruction in connec (a) The validity of a security;

tion with the transfer warrants that: (b) The rights and duties of the issuer with respect to registra
(&) The uncertificated security is valid; tion of transfer;
(b) There is no adverse claim to the security; (c) The efectiveness of registration of transfer by the issuer;
(c) The transfer does not violate any restriction on transfer; and(d) Whether the issuer owes any duties to an adverse claimant
(d) The transfer is otherwisefeftive and rightful. to a security; and
(4) A person who endorsessecurity certificate warrants to  (e) Whether an adverse claim can be asserted against a person
theissuer that: to whom transfer of a certificated or uncertificated security is reg
(a) There is no adverse claim to the security; and isteredor a person who obtains controlaf uncertificated seeu
(b) The endorsement isfettive. rity.

(2) Thelocal law of thesecurities intermediary’jurisdiction,

5) A person who originates an instruction for registratibn NElo
relerct 2 d asspecified in su(5), governs:

transferof an uncertificated security warrants to the issuer thal

(a) The instruction is &fctive; and (&) Acquisition of a security entitlement from the securities
(b) At the time the instruction is presented to the issuer the pmlermedlaryg . o )
chasemill be entitled to the registration of transfer (b) The rights and duties of the securities intermediary and

(6) A person who presengscertificated security for registra entitlementholder arising ,O,Ut 9f a securﬂy entitlement; )
tion of transfer or for payment or exchange warrants to the issuef¢) Whether the securities intermediary owes any duties to an
thatthe person is entitled to the registration, payment or exchang@verseclaimant to a security entitlement; and
but a purchasefor value and without notice of adverse claims to (d) Whether an adverse claim can be asserted against a person
whomtransfer is registered warrants only that the person haswioo acquiresa security entittement from the securities intermedi
knowledgeof any unauthorized signature in a necessary endoraey or a person who purchases a security entittement or interest
ment. thereinfrom an entitlement holder

(7) If a person acts as agent of another in delivericeyiifi- (3) Thelocal law of the jurisdiction in which a securigrtifi-
catedsecurity to a purchasethe identity of the principal was cateis located at the time of delivery governs whether an adverse
knownto the person to whom the certificate was delivered, and tleim can be asserted against a person to whom the security certifi
certificatedelivered by the agent wasceived by the agent from cateis delivered.

the principal or received by the agendm another person atthe () |n this section, “issués jurisdiction” means thirisdic
directionof the principal, th@erson delivering the security cettif tjon 4nder which the issuer of the security igaized orif per
icatewarrants only that the delivering person has authoriicto mitted by the law of that jurisdiction, the law of another jurisdic
for the principal and does not knakany adverse claim to the €er tjon specified by the issuefn issuer ayanized under the law of
tificated security this state may specify the law of another jurisdiction as the law
(8) A secured party who redeliveis security certificate governingthe matters specified in suli) (b)to (e).
received or after payment and on order of the debtor delivers the 5) Thefollowing rules determine a “securities intermediary’
securitycertificate to another person, makes only the Wa”am'ﬁﬁ'isdiction“ for purposes of this section:

of an agent under SUfY). (a) If an agreement between the securities intermediary and its

‘ ©) E);ceptas otkher\f[vistfl provided indSL(ﬁ.), ahbroketL acting ensitiement holder specifies that it is governed by the law of-a par
or a customer maxes 10 the ISSuér and a purchaser the warragiige, . jyrisdiction, that jurisdiction is the securities intermedi
providedin subs(1) to(6). A broker that delivers a security certif ﬁré/’sjurisdiction

i .

icateto its customeror causes its customer to be registered as o . .
owner of an uncertificated securjtynakes to the customer the _(P) If an agreement between the securities intermediary and its
warrantiesprovided in sub(1) or (2), and has the rights and privi €ntitlement holder does not specify the governing laprasided
legesof a purchaser under this section. The warranties of andnP2r (2), but expressly specifies that the securities accsunt
favor of the broker acting as an agent are in addition to applicafigintainedat an dice in a particular jurisdiction, that jurisdiction
warrantiesgiven by and in favor of the customer is the securities intermediagyjurisdiction.
History: 1997 a. 297 (c) If an agreement between the securities intermediary and its
entitiementholder does not specify a jurisdictias provided in
408.109 Warranties in indirect holding. (1) A person par.(a)or(b), the securitiegntermediarys jurisdiction is the juris
who originates an entitlement order to a securities intermediafittion in which is located the fife identified in an account state
warrantsto the securities intermediary that: mentas the dice serving the entitlement holdsraccount.
(&) The entitlement order is made by an appropriate pesson, (d) If an agreement between the securities intermediary and its
if the entitlement order is by an agent, the agent has actual autkettitlementholder does not specify a jurisdictias provided in
ity to act on behalf of the appropriate person; and par.(a) or (b) and an account statement does not identify ficeof
(b) There is no adverse claim to the security entitlement. servingthe entitlement hold& account as provided jar (c), the
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securitiesintermediarys jurisdiction is the jurisdiction in which whomthe plaintif claims is a person against whom the defense or
is located the chief executivefiok of the securities intermediary defectcannot be asserted.

(6) A securities intermediary’jurisdiction is not determined ~ History: 1997 a. 297
by the physical location of certificates representing finanCighyg 115 securities intermediary and others not liable
assetsor by thejurisdiction in which is @anized the issuer of they, 5 juerse claimant. A securities intermediary that has trans
financial asset with respect to which an entitlement holder ha Ared a financial asset pursuant to deative entitlement order
secu_rltyentlttrllement, odr It()yhe_locatlon of _faC|It|rt]|es for daia PO or a broker or other agent or bailee that has dealt with a financial
el oy e KeepIng concerning the account. assetat the direction of its customer or principal, is not liable to

Istory: & aperson having an adverse claim to the financial asset, unless the

408.111 Clearing corporation rules. A rule adopted by a securitiesintermediary or broker or other agent or bailee:
clearingcorporation governing rights and obligations among thr%s(t%gtir-:-icr)l()krtgg %(I:’t'é’t?];ﬁlzr glharg c?eesesnesnecr)\i/r?i?] Wi??rc?r?w 'SJOU.nCt'Om
c_Iea_rlngfcorporatlon %nﬂ its lparﬂuﬁantsul_nﬁ th(Zi)rllng:lolrpoza issuedby gocouit of compegt]entp)jurisdictio#] anéJ had a reag?nable
tion is efective even if the rule conflicts with ché01to411an , rent jur » an
affectsanother party who does not consent to the rule. Fe%%cl)rpt?on(!gstso' gft on the injunction, restraining order or other

History: 1997 a. 297 : _ _ o

~ (2) Acted in collusion with the wrongdoer in violating the

408.112 Creditor’s legal process. (1) The interest of a rightsof the adverse claimant; or

debtorin a certificated security may be reached by a crediityr (3) In the case of a security certificate that has been stolen,
by actual seizure of the security certificate by tHecef making actedwith notice of the adverse claim.
the attachment or leyyexcept as otherwise provided in s¢b. History: 1997 a. 297

However,a certificated security for which the certificate has bee
surrenderedo theissuer may be reached by a creditor by leg
processupon the issuer

8.116 Securities intermediary as purchaser for
value. A securities intermediary that receives a financial asset
. andestablishes a securigntitement to the financial asset in favor
%f an entitlement holder is a purchaser for value of the financial
; ; . ; ) abysset. A securities intermediary that acquires a security entitle
its chief executive dice in the United States, except as otherwisgent to a financial asset from another securiiieermediary
providedin sub.(4). acquiresthe security entitlement for value if the securities inter
(3) Theinterest of a debtor in a security entitlement may baediaryacquiring the security entitlement establishes a security
reachedby a creditor only by legal process upon the securitiegititlementto the financial asset in favor of an entitlement holder
intermediarywith whom the debtds securitiegccount is main  History: 1997 a. 297
tained,except as otherwise provided in s(b.

be reached by a creditor only by legabcess upon the issuer

(4) Theinterest of a debtor in a certificated security for which SUBCHAPTERII
the certificate is in the possession of a secured partyn an
uncertificatedsecurity registered in the name of a secured party ISSUE AND ISSUER

or a security entittement maintained tine name of a secured
party, may be reached by a creditor by legal process upon % 201
securedparty X

(5) A creditor whose debtor is the owner of a certificatl

Issuer. (1) With respect to an obligation on or a
defenseo a securityan “issuer” includes a person that:

. - . X h : ; . PI r authorizes the placing of its name on ri
iy, uncerifcated securfy or Securty aniement = ented to o, &, 12555 o autiorzes he placig of o name on a securiy
from a court of competent jurisdiction, by injunction or otherwise,ye ntor thelike, to evidence a share, participation or other interest

in reaching the certificated securityncertificated security or ;% hroperty or in an enterprise, or to evidencelity to perform
securityentitlement or in satisfying the claim by means allowe hobligation represented by the certificate:

atlaw or in equity in regard to property that cannot readily be (b) Creates a share, participation or other interest in its prop

re;ﬁg?q)y other legal process. erty or in an enterprise, or undertakes an obligation, thahis
y: 1997 a. 297 o )
uncertificatedsecurity;

408.113 Statute of frauds inapplicable. A contract or _ (C) Directly or indirectly createsa fractional interest in its
modificationof a contract for the sale or purchase of a security/ights or propertyif the fractional interess represented by a secu
enforceablewhether or not there is a writing signedrecord ity certificate; or _ _

authenticated by a party against whom enforcement is sought(d) Becomes responsible far in placeof, another person
evenif the contract or modification is not capable of performanétescribecas an issuer in this section.

within one year of its making. (2) With respect to an obligation @r defense to a security
History: 1997 a. 297 aguarantor is an issuer to the extent of its guarartgther or not
) _ ) -~ its obligation is noted on a security certificate.
408.114 Evidentiary rules concerning certificated  (3) With respect ta registration of a transfeissuer’ means
securities. ~The following rules apply in an action on a certifi 3 person on whose behalf transfer books are maintained.
catedsecurity against the issuer: History: 1997 a. 297

(1) Unlessspecifically denied in the pleadings, each signature \ . R
on a security certificate or ia necessary endorsement is admitte08.202  Issuer's responsibility and defenses; notice

(2) If the efectiveness of a signature is put in issue, the burdgﬁ defect or defense. (1) Even against a purchaser for value

e : . - d without notice, the terms of a certificated security include
of establishing ééctiveness is on the party claiming undersige o 1\sqtated orihe certificate and terms made part of the security

i > - ) Zfreference on the certificate to another instrument, indenture or
~ (3) If signatures on a security certificate adenitted or estab gocumentor to a constitution, statute, ordinance, redgulation,
lished, production of the certificate entitles a holder to recover grgeror the like, to the extent that the terms referred to do net con
it unless the defendant establishes a defense or a defect goingctowith terms stated on the certificate. A reference under this
thevalidity of the security subsectiondoes not of itself chge a purchaser for value with

(4) If itis shown that a defense or defect exists, the pfdiatsf notice of adefect going to the validity of the securigven if the
the burden of establishing that the plaihtf some person under certificateexpressly states that a person accejitiadmits notice.
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Theterms of an uncertificated securiticlude those stated in anytificate before or in the course of issue is faefive, but the signa
instrument,indenture or document or in a constitution, statutéjre is efective in favor of gourchasefor value of the certificated
ordinancefule, regulation, order or the like, pursuant to which theecurityif the purchaser is without notice of the laclkaathority

securityis issued. andthe signing has been done by:
(2) Thefollowing rules apply if an issuer asserts that a security (1) An authenticating trustee, registraansfer agent or other
is not valid: person entrusted by the issuer with the signing of the security cer

(a) A Security other than one issued by a government or gd\fl(?ate or Of S|_m|Iar security certificates, or the |mmed|atepa
ernmentalsubdivision, agency dnstrumentality even though  rationfor signing of any of them; or
issuedwith a defect going to its validitys valid in the hands of ~ (2) An employee of the issueor of any of the persons listed
a purchaser for value and without noticetlo¢ particular defect in sub.(1), entrusted with responsible handling of the security cer
unlessthe defectnvolves a violation of a constitutional provision tificate.
In that case, the security is valid in the hands of a purclfiaser History: 1997 a. 297
valueand without notice of the defect, other than one takes
by original issue.

(b) Paragraplia) applies to an issuer that is a government
governmentasubdivision, agency or instrumentalagly if there

408.206 Completion or alteration of security certifi -
cate. (1) If a security certificate contains the signatures neces
%raryto its issue or transfer but is incomplete in any other respect:

hasbeensubstantial compliance with the legal requirements goy (&) Any person may complete it by filling in the blanks as
erningthe issue othe issuer has received a substantial consid@Hthorizedand , - .

ation for the issue aa whole or for the particular security and a_ (b) Even if the blanks are incorrectly filled in, the security cer
statedpurpose of the issue is one for which the issuer has powgate as completed is enforceable by a purchaser who took it for

to borrow money or issue the security valueand without notice of the incorrectness.

(3) Exceptas otherwise provided :1408.205 lack of genu (2) A complete security certificate that has been improperly
inenessof a certificated security is a complete defersseen altered, even if fraudulently remains enforceable, but only
againsta purchaser for value and without notice. accordingto its original terms.

(4) All other defenses of the issuerabecurityincluding ~ sto: 19972 297

nondeliveryand conditional deliverpf a certificated securitpre  408.207 Rights and duties of issuer with respect to
ineffectiveagainst a purchaser for value who has taken the certfgistered owners. (1) Before duepresentment for registra
catedsecurity without notice of the particular defense. tion of transfer of a certificated security in registered form or of
(5) Thissection does notfakt the right of a party to cancel aan instruction requesting registration of transfer of an uncertifi
contractfor a security “whenas and if issued” or “when distrib catedsecurity the issuer or indenture trustee may treat the-regis
uted”in the event of a material change in the character of the seteed owner as the person exclusively entitled to vote, receive
rity that is the subject of trentract or in the plan or arrangemenhotifications,and otherwise exercise all the rights and powers of
pursuanto which the security is to be issued or distributed. anowner
(6) If a security is held by a securities intermediary against (2) This chapter does notfatt the liability of theregistered
whom an entitlement holder has a security entitlement withwnerof a security for a call, assessment or the like.
respecto the securitythe issuer maxiot assert any defense that History: 1997 a. 297

theissuer could not assert if the entitlement holder held the se% . _—
rity directly: 8.208 Effect of signature of authenticating trustee,
History: 1997 a. 297 registrar or transfer agent. (1) A person signing a security

certificateas authenticating trustee, registteansfer agent or the
408.203 Staleness as notice of defect or defense.  After like, warrants to a purchaser for value of the certificated security
anact or event, other than a call that has been revoked, creatirije purchaser is without notice of a particular defect, that:
aright to immediate performance of the principal obligation rep (a) The certificate is genuine;

resentechy a certificated securitgr setting a date on or after (b) The persors own participation in the issue of the security

which the security is to be presented or surrendered for redemyithin the persors capacity and within the scope of the author

tion or exchange, a purchaser is cjeat with notice of any defect jty received by the person from the issuer; and

in its issue or defense of the issugthe act or event: B (c) The person has reasonable grounds to believe that the cer
(1) Requires the payment of monelye delivery of a certii tificated security is in the form andithin the amount that the

cated security the registratiorof transfer of an uncertificated jssyeris authorized to issue.

security,or any of them on presentation or surrender of the-secu (2) Unlessotherwise agreed, a person signing under @)b.

rity certificate, the money or security is available on the date T P PR
for payment or exchange, and the purchaakes the security E?E;?gtsgsgfsme responsibility for the validity of the security

morethan one year after that date; or History: 1997 a. 297

(2) Is not covered by sulfl) andthe purchaser takes the secu ) o ]
rity more than 2 years after the date set for surrender or presefi@8.209 Issuer’ s lien. A lien in favor of an issuer upon a cer
tion or the date on which performance became due. tificated security is valid against a purchaser only ifiigat of the
History: 1997 a. 297 issuerto the lien is notedonspicuously on the security certificate.
History: 1997 a. 297
408.204 Effect of issuer 's restriction on transfer . A

restrictionon the transfer of a security imposed by the isgwen 408.210 Overissue. (1) In this chapter‘overissue’means
if otherwise lawful, is indéctive against a person without knewl theissue of securities in excess of the amount that the issuer has

edgeof the restriction unless: corporatepower to issue, but an overissue does not occur if appro
(1) Thesecurity is certificated and the restrictismoted con priateaction has cured Fhe overissue.
spicuouslyon the security certificate; or (2) Exceptas otherwise provided in su§8) and(4), the pre

(2) Thesecurity is uncertificated and the registered ovasr visionsof this chapter whichalidate a security or compel its issue
beennotified of the restriction or reissue do natpply to the extent that validation, issue or reissue

History: 1997 a. 297 would result in overissue.
(3) If an identical security n@bnstituting an overissue is rea
408.205 Effect of unauthorized signature on  security ~ sonablyavailable for purchase, a person entitled$oe or valida
certificate. An unauthorized signature placed on a security caion may compel the issuer to purchase the security and deliver it
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if certificated or register its transfer if uncertificated, aganst (3) An endorsement, whether specal in blank, does not
renderof any security certificate the person holds. constitutea transfer until delivery of the certificate on which it

(4) If a security is not reasonably available for purchase-a pappears orif the endorsement is on a separate document, until
sonentitled to issue oralidation may recover from the issuer thélelivery of both the document and the certificate.
pricethat the person or the Igsirchaser for value paid for it with  (4) If a security certificate in registered form has been deliv
interestfrom the date of the persendemand. eredto a purchaser without a necessary endorsemenputhe
History: 1997 a. 297 chasemay become a protectpdrchaser only when the enderse
mentis supplied. Howeveragainst a transferoa transfer is
complete upon delivery andhe purchaser has a specifically

SUBCHAPTERIII enforceableight to have any necessary endorsement supplied.
(5) An endorsementf a security certificate in bearer form
TRANSFER OF CERIFICATED AND may give notice of an advers#aim to the certificate, but it does
UNCERTIFICATED SECURITIES not otherwise dect aright to registration that the holder pos
sesses.
408.301 Delivery. (1) Delivery of a certificated securitytoa  (6) Unlessotherwise agreed, a person making an endorsement
purchaseoccurs when: assumesnly the obligations provided in 08.108and notan
(a) The purchaser acquires possession of the security cergfpligationthat the security will be honored by the issuer
cate; History: 1997 a. 297

(b) Another person, othéhan a securities intermediasfther 408 305 |nstruction. (1) If an instruction has been origi
acquirespossession of the security certificate on behalf of the Pyatedby an appropriate person bistincomplete in any other
chaseror, having previoushacquired possession of the ceftifi respectany person may completesis authorized and the issuer
cate,acknowledges that it holds for the purchaser; or may rely on it as compieted, even though it has been completed

(c) A securities intermediary acting on behalf of the purchasg@eorrectly.
acquirespossession ahe security certificate, iny if the certifi (2) Unlessotherwise agreed, a person initiatingimstruction
cateis in registered form and has been specially endorsed to Q%%umesmly the obligations imposed by 408.108and not an

purchaseby an efective endorsement. . obligationthat the security will be honored by the issuer
(2) Delivery of an uncertificated security to purchaser  History: 1997 a. 297
occurswhen:

whap-306 Effect of guaranteeing signature, endorse -
ment or instruction. (1) A person who guarantees a signature
of an endorser of a security certificate warrdht at the time of

(a) The issuer registers the purchaser as the registered, o
uponoriginal issue or registration of transfer; or

(b) Another person, othéhan a securities intermediagither signing:
becomesthe registered owner of the uncertificated secuaity 'h . .
behalfof the purchaser phaving previously become the regis (&) The signature was genuine;

teredowner acknowledges that it holds for the purchaser _(b) The signer was an appropriate person to endorsiétto
History: 1997 a. 297 signatureis by an agent, thegent had actual authority to act on

_ _ behalfof the appropriate person; and
408.302 Rights of purchaser ..(1) Except a.slotherW|se pro (c) The signer had legal capacity to sign.
videdin subs(2) and(3), upon delivery of a certificated or uneer () A person who guarantees a signature of the originator of
tificated security to a purchasehe purchaser acquires all rights;, instruction warrants that at the time of signing:
in the security that the transferor had or had power to transfer (a) The signature was genuine:;

(2) A purchaser of dmited interest acquires rights only to the (b) The signemwas an appropr,iate person to originate the
extentof the interest purchas_e_d. . ._instruction,or, if the signature is by an agent, the agent had actual
(3) A purchaser of a certificated security who as a previoygtnhorityto act on behalf of thappropriate person, if the person
holderhad notice of an adverse claim doesimgrove its position - specifiedin the instruction as the registered owner was, in fact, the

by taking from a protected purchaser registered owneas to which fact theignatureguarantor does not
History: 1997 a. 297 makea Warranty; and
408.303 Protected purchaser . (1) In this chapter“pro- (c) The signer had legal capacity to sign.
tectedpurchaser” means a purchaser of a certificated or uncertifi (3) A person who specially guarantees the signature of an
catedsecurity or of an interest therein, who: originator of an instruction makes the warrantisa signature
(@) Gives value; guarantorunder sub(2) and also warrants that at the time the

(b) Does not have notice of any adverse claim to the securf&l?trucnoms presented 1o the issuer.

and () The person specified in the instruction as the registered
(c) Obtains control of the certificated or uncertificated Se(:lgw(?erof the uncertificated security will be the registered owner;

. n

rity.

(b) The transfeof the uncertificated security requested in the

(2) In addition to acquiring the rightsf a purchasem pro instructi : ; ; :

L9 - ; uctionwill be registered by the issuer free from all liens, secu
tectedpurchaser also acquires its interest in the security free of gy o rests, restricgtions andyclaiMer than those specified in
adverseclaim. theinstruction.

History: 1997 a. 297 .
(4) A guarantor under subd)) and(2) or a special guarantor

408.304 Endorsement. (1) An endorsement may be inundersub.(3) does not otherwisearrant the rightfulness of the
blank or special. An endorsement in blank includes an endordeansfer.
mentto bearer A special endorsement specifies to whom a-secu (5) A person who guarantees an endorsement of a security cer
rity is to be transferred or who has power to transfer it. A hold#ficate makes the warranties of a signature guarantor under sub.
may convert a blank endorsement to a special endorsement. (1) and also warrants the rightfulness of the transfer in all respects.

(2) An endorsement purporting to be only an endorsement of (6) A person who guarantees an instruction requesting the
part of a security certificateepresenting units intended by tharansferof an uncertificated security makes tivarranties of a
issuerto be separately transferable ifeefive to the extent of the specialsignature guarantor under s@8) and also warrants the
endorsement. rightfulnessof the transfer in all respects.

Wisconsin Statutes Archive.


https://docs.legis.wisconsin.gov/document/acts/1997/297
https://docs.legis.wisconsin.gov/document/acts/1997/297
https://docs.legis.wisconsin.gov/document/statutes/1999/408.302(2)
https://docs.legis.wisconsin.gov/document/statutes/1999/408.302(3)
https://docs.legis.wisconsin.gov/document/acts/1997/297
https://docs.legis.wisconsin.gov/document/acts/1997/297
https://docs.legis.wisconsin.gov/document/statutes/1999/408.108
https://docs.legis.wisconsin.gov/document/acts/1997/297
https://docs.legis.wisconsin.gov/document/statutes/1999/408.108
https://docs.legis.wisconsin.gov/document/acts/1997/297
https://docs.legis.wisconsin.gov/document/statutes/1999/408.306(2)
https://docs.legis.wisconsin.gov/document/statutes/1999/408.306(1)
https://docs.legis.wisconsin.gov/document/statutes/1999/408.306(2)
https://docs.legis.wisconsin.gov/document/statutes/1999/408.306(3)
https://docs.legis.wisconsin.gov/document/statutes/1999/408.306(1)
https://docs.legis.wisconsin.gov/document/statutes/1999/408.306(3)

408.306 UCC — INVESTMENT SECURITIES Updated 99-00Wis. Stats. Database 8

(7) An issuer may not require a special guarantyighature, 2. In any other case, a copy ofdacument showing the
aguaranty of endorsement or a guaranty of instruction as a corglipointmenbr a certificatéssued by or on behalf of a person-rea
tion to registration of transfer sonablybelieved by an issuer to be responsibjerotheabsence

(8) Thewarranties under thisection are made to a person takof that document or certificate, otheridence that the issuer rea

ing or dealing with the security in reliance on gherantyand the sonablyconsiders appropriate.
guarantoris liable to the person for loggsulting from their (Im) An issuer may require the following assurance ¢aah
breach. An endorser or originator of an instruction whose signaecessargndorsement or each instruction is genuineaaride
ture, endorsement or instruction has been guaranteed is liableited:
a guarantor for any loss dafed by theguarantor as a result of  (a) In all casesa guaranty of the signature of the person-mak
breachof the warranties of the guarantor ing an endorsement or originating an instruction including, in the

History: 1997 a. 297 caseof an instruction, reasonable assurance of identity;

408.307 Purchaser’s right to requisites for registra (b) If the endorsement is made or the instruction is originated
tion of transfer . Unless otherwise agreed, the transferor of Y an agent, appropriate assurance of actual authority to sign;
securityon due demand shall supply the purchaser with proof of (€) If the endorsement is made or the instruction is originated
authorityto transfer or with any other requisite necessary to obtdli a fiduciary pursuant to 408.107 (1) (djpr(e), appropriatevi
registrationof the transfer of the securityut if the transfer is not denceof appointment or incumbency;

for value, a transferor neewtcomply unless the purchaser pays (d) If there is morghan one fiduciaryreasonable assurance
thenecessary expenses. If the transferor fails within a reasonahbg all who are required to sign have done so; and

time to comply with the demand, the purchaser may reject or () |f the endorsement is made or the instruction is originated

res_cinthe transfer by a person not covered by another provision of this subsection,
History: 1997 a. 297 assurancappropriate to the caserresponding as nearly as may
beto the provisions of this subsection.
SUBCHAPTERIV (2) An issuer may elect to require reasonable assurance

beyondthat specified in this section.
REGISTRATION History: 1997 a. 297

408.403 Demand that issuer not register transfer .
408.401 Duty of issuer to register transfer . (1) If a cer (1) A person who is an appropriate persomtke an endorse
tificated security in registered form is presented to an issuer WiHfent or originate arinstruction may demand that the issuer not
arequest to register transfer or an instruction is presented tor@gistertransfer of a security by communicating to the issuer a
issuerwith a request to register transfer of an uncertificated-seciptification that identifies the registered owner and the issue
rity, the issuer shall register the transfer as requested if: which the security is a part and provides an address for cemmu

(a) Under the terms of the security the person seeking regismecationsdirected to the person making the demand. The demand
tion of transfer is eligible to have the security registered in itseffective only if it is received by the issuer at a time and in a man
name; neraffording the issuer reasonable opportunity to act on it.

(b) The endorsement or instruction is made byeihyeropriate (2) If a certificated security iregistered form is presented to
personor byan agent who has actual authority to act on behalf afiissuer with aequest to register transfer or an instruction is pre
the appropriate person; sentedo an issuewith a request to register transfer of an uneertif

(c) Reasonable assurance is given that the endorsemericatedsecurity after a demand that the issuer not regdistesfer
instructionis genuine and authorized unde#88.402 hasbecome déctive, theissuer shall promptly communicate to

(d) Any applicable law relating to the collectiontakeshas the person who initiated theemand at the address provided in the
beencomplied with: demandand to the person who presented the security for registra

ftlon of transfer or initiated the instruction requesting registration
&t transfer a notification stating that:

(a) The certificated securityas been presented for registration

(e) The transfer does not violate any restriction on trans
imposedby the issuer in accordance withi68.204
be((:fgméﬁgﬁm/?enl?n ég?ggg A%%ugrrtﬁgti s;igelftrlea[st{:?)rrﬁ;ﬁ(remisthm transfer or the instruction for registration of transferthef

s.408.403 (2put no legal process indemnity bond is obtained uncertificatedsecurity has bgen received .
asprovided in s408.403 (4)and (b) A demand that the issuer not register transfer had pre

(g) The transfer is in facightful or is to a protected purchas.ervIOUSIy begn recelv_ed; _and ) . .
(c) The issuer will withhold registration of transfer for a period

2) If anissuer is under a duty to register a transfersecu . ; P -
rity(, t)he issuer is liable taperson )pl)reser?ting a certificated Secuof time stated in the notification in order to provide the person who

fity or an instruction for registration or to the persqrincipalfor initiated the demand an opportunity to obtain legal process or an

lossresulting from unreasonable delay in registration or failure B],demnltybonq. ) .
refusalto register the transter (3) The period described in sul2) (c) may not exceed 30
History: 1997 a. 297 daysafter the date of communication of the natification. A shorter
periodmay be specified by the issuer if it is not manifestly unrea
408.402 Assurance that endorsement or instruction is sonable.
effective. (1) In this section: (4) Anissuer is not liable to a person who initiated a demand

(a) “Guaranty of the signature” means a guaranty signed bytbat the issuer not register transfer for any loss the persiemssuf
on behalf of a person reasonably believed by the issuer todsea resultof registration of a transfer pursuant to afeetfve
responsible. An issuer may adopt standardsth respect to endorsementr instruction if the person who initiated the demand

responsibilityif they are not manifestly unreasonable. doesnot, within the time stated in the issi'ecommunication,
(b) “Appropriate evidence of appointment or incumbency’€ither:
means: (a) Obtain an appropriatestraining ordeiinjunction or other

1. In the case of a fiduciary appointedqualified by a court, Processrom a court of competent jurisdiction enjoining the issuer
acertificate issued by or under the direction or supervision of tfiém registering the transfer; or
courtor an oficer thereof and dated within 60 days before the date (b) File with the issuer an indemnity bond, fmiént in the
of presentation for transfer; or issuer'sjudgment to protedhe issuer and any transfer agent; reg
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istrar or other agent of the issuer involved from any loss it or themcertificatedsecurities, or in the cancellation of surrendered

may suffer by refusing to register the transfer securitycertificates has the same obligation to the holder or owner
(5) This section does not relieve an issuer from liability fopf a certificated or uncertificated secunitjth regard to the partic

registeringtransfer pursuant to an endorsement or instruction thfi@r functions performed as the issuer ragegard to those func

wasnot efective. tions.
History: 1997 a. 297 History: 1997 a. 297
408.404 Wrongful registration. (1) Except as otherwise
providedin s.408.406 an issuer is liable for wrongful registration SUBCHAPTERV
of transfer if the issuer has registered a transfer of a security to a
person not entitled to it, and the transfer was registered: SECURITY ENTITLEMENTS

(@) Pursuant to an iffettive endorsement or instruction;

(b) After a demand that the issuer not register transfer beca#®8.501 Securities account; acquisition of security
effectiveunder s408.403 (1)and thessuer did not comply with entitlement from securities intermediary . (1) In this chap
s.408.403 (2) ter, “securities account” means an accountvtich a financial

(c) After the issuer hadeen served with an injunction,asseis or may beredited in accordance with an agreement under
restrainingorder or other legal process enjoining it from registetwhich the person maintaining the account undertaéeat the
ing the transferissuedby a court of competent jurisdiction, andPersonfor whom the account is maintained as entitled to exercise
the issuer had a reasonable opportunity to act on the injuncti§?¢ rights that comprise the financial asset.
restrainingorder or other legal process; or (2) Exceptas otherwise provided in sul¢d) and(5), a person

(d) By an issuer acting in collusion with the wrongdoer ~ @cquiresa security entitiement if a securities intermediary:

(2) An issuer that is liable for wrongful registrationtfnsfer (&) Indicates by book entry that a financial asset has been cred
undersub.(1) on demandhall provide the person entitled to thét€d to the persors’securities account; _
securitywith a like certificated or uncertificatesg:curity and any (b) Receives a financial asset from the person or acquires a
paymentsor distributiongthat the person did not receive as a restfinancial asset for the person and, in either case, accepts it for
of the wrongful registration. If an overissue would result, the isstreditto the persois’ securities account; or
er’s liability to provide the person with a like security is governed (c) Becomes obligated under other Jaegulationor rule to
by s.408.210 credita financial asset to the perseisecurities account.

(3) Exceptas otherwise provided in suft) orin alaw relating  (3) If a condition of suk(2) has been me# person has a secu
to the collection of taxes, an issuer is not liable to an owner or ottigr entittement even though the securities intermediary does not
personsufering loss as a resulf the registration of a transfer ofitself hold the financial asset.

a security if registration wasnade pursuant to anfeftive (4) If a securities intermediary holds a financial asset for
endorsgmem)r Instruction. anotherperson, and the financial asset is registered in the name of,
History: 1997 a. 297 payableto the order of, or specially endorsedhe other person,

and has not been endorsed to the securities intermediairy or
408.405 Replacement of lost, destroyed or wrongfully blank, the other person is treated as holding the financial asset
taken security certificate. (1) If an owner of a certificated jrectly rather than as having a security entitlement with respect
security,whether in registered or beaferm, claims that the cer 4 the financial asset.

tificate has been lost, destroyed wrongfully taken, the issuer I . .
shallissue a new certificate if the owner: (5) Issuanceof a security is not establishment of a security
. . _.._entitlement.
(a) Sorequests before the issuer has notice that the certificalgisiory: 1997 a. 207
hasbeen acquired by a protected purchaser;
(b) Files with the issuer a digient indemnity bond; and 408.502 Assertion of adverse claim against entitte -
(c) Satisfies other reasonable requirements imposed by fAent holder. Anaction based on an adverse claim to a financial
issuer. assetwhether framed in conversion, replevin, constructive trust,

uitablelien or other theorymay notbe asserted against a person

(2) If, afterthe issue of a new security certificate, a protect . . .
purchasenof the original certificate presents it for registration (;é\;(,?m acquires a security entitlement undeis.501for value and
out notice of the adverse claim.

transfer,the issuer shall register the transfer unless an overis Storv: 1997 A 297
would result. In that case, the isssdfiability is governed by s.  "°Y: & o5

408.210 In addition to any rights on the indemnity bond, an issugb8 503 Property interest of entittement holder in

may recover the new certificate from a personMaoom it was : i ;
: - ncial asset held by securities intermediary . (1) To
issuedor any person taking under that person, except a pmtecg’%?extent necessary f)(l)r a securities interme()j/taryat(is)fy all
pui_lrgg?gelr.gw a 297 securityentitlements with respect to a particular financial asset, all
v T interestsn that financial asset held by the securities intermediary
408.406 Obligation to notify issuer of lost, destroyed areheld by the securitieatermediary for the entitlement holders,
arenot property of the securities intermedjayd are not subject

or wrongfully taken security certificate. It a securitycerti to claims of creditors of the securities intermediagycept as
icatehas been lost, apparently destroyedmangfully taken, and éherwiseprovi ded in 5408.511

the owner fails to notify the issuer of that fact within a reasonab ) ) )
time after the owner has noticeibfind the issuer registers a trans  (2) An entitlement holdes property interest withrespect to a

fer of the security before receiving notification, the owner maty Particularfinancial asset under suftl) is a prorated property
asser@gainst the issuer a claim for registering transfer under interestin all interests in that financial asset held by the securities
5.408.404or a claim to a new security certificate undei8.405  intermediary,without regard tahe time the entitlement holder

History: 1997 a. 297 acquiredthe security entitlement or the time the securities-inter
mediaryacquired the interest in that financial asset.
408.407 Authenticating trustee, transfer agent and (3) An entitlement holdés property interest witfespect to a

registrar. A person acting as authenticating trustee, transfparticularfinancial asset under sufl) may be enforced against
agent registrar or other agent for an issirethe registration of a the securities intermediary only by exercise of the entitlement
transferof its securities, in the issue of new security certificates bolder’srights under s108.505to 408.508
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(4) (a) An entitlement holdés property interest with respectcial asset ithe payment or distribution is received by the securi
to a particular financial asset under sb) may be enforced tiesintermediary
againsta purchaser of the financial asset or interest therein onlydistory: 1997 a. 297
if:
498.506  Duty of securities intermediary to  exercise
the securities intermediary: rights as directed by entittement holder . A securitiesnter
’ mediaryshall exercise rights with respect to a financial asset if

2. The securities intermediary does not havésaht inteF irectedio do so by an entitlement holdek securities intermedli
estsin the financial asset to satisfy the security entitlemenradi of ary satisfies the duty if:

of its entitlement holders to that financial asset; (1) Thesecurities intermediary acts with respedti®duty as

3. The securities intermediary violated its obligations undgfreedupon by the entitlement holder and the securitigssme
s.408.504by transferring the financial asset or interest therein {gary: or

the purchaser; and ) (2) In the absence of agreement, the securities intermediary
4. The purchaser is not protected under &jo. either places the entitlemefiblder in a position to exercise the
(b) The trustee or other liquidataacting on behalf of all rightsdirectly or exercises due care in accordance with reasonable
entitiementholders having security entitlements with respeet tocommercialstandardgo follow the direction of the entitlement
particularfinancial asset, may recover the financial asset, or intéwolder.
esttherein, from the purchaself the trustee or other liquidator History: 1997 a. 297
electsnot to pursue that right, an entitiement holder whose-secu - ) )
rity entitliement remains unsatisfied has the right to recitger 408.507 Duty of securities intermediary to comply
interestin the financial asset from the purchaser with entlﬂement o.rder . (D) A securities |ntermed|ar.yhaI.I .
(5) An action based on the entitlement holdaropertyinter complywith an entitlemenorder if the entitlement order is origi

estwith respect to a particular financial asset under &Lp. natedby the appropriate person, the securities intermediary has

hetherframed in Conversion. replevin. constructive trust. 6 had reasonable opportunity to assure itself that the entitlement
w ! Version, repievin, uctive trust, €qul geris genuine and authorized, and the securities intermediary

tablelien, or other theorymay not be asserted against any puf,shaq reasonable opportunity comply with the entitiement
chaserof a financialasset or interest therein who gives valugjer. A securities intermediary satisfies the duty if:

obtainscontrol, and does not act in collusion with the securities a) Thesecurities intermediary acts with respect to the duty as
intermediaryin violating thesecurities intermediary’obligations (&) ec ermeaiary acts espect to the duty
unders. 408.504 agreedupon by the entitiement holder and the securitiE=zme

1. Insolvency proceedings have been initiated by or agai

History: 1997 a. 297 diary; or . . .
(b) In the absencef agreement, the securities intermediary
408.504 Duty of securities intermediary to maintain exercisesdue care in accordance with reasonable commercial

financial asset. (1) A securities intermediary shall promptly Standardgo comply with the entitlement order

obtainand thereafter maintain a financial asset in a quantity-corre (2) If a securities intermediary transferSrancial asset pur
spondingto the aggregate of all security entitements it has estagyantto an inefective entitlement ordgthe securities intermedi
lishedin favor of its entitlement holders with respect to that finar@ry shall reestablish a security entitiement in favor of the person
cial asset. The securities intermediary may maintain thosentitledto it, and pay or credit any payments or distributions that
financial assets directly or through onermpre other securities the person dichot receive as a result of the wrongful transfér
intermediaries. the securities intermediary does not reestablish a security entitle

(2) Exceptto the extent otherwise agreed by its entitlememem’the securities intermediary is liable to the entitlenmatder

holder,a securities intermediary may not grant any security—intJPL.damages'
. N . L . AR istory: 1997 a. 297
estsin a financialasset it is obligated to maintain pursuant to sub.

). L ] o ) ) 408.508 Duty of securities intermediary to change

(3) A securities intermediary satisfies the duty in fabif:  entitlement holder ’s position to other form of security

(a) Thesecurities intermediary acts with respect to the duty bBelding. A securities intermediary shall act at the direction of an
agreedupon by the entitlement holder and the secuiitissme  entitlementholder to change a security entitlement into another
diary; or availableform of holding for which the entitlement holder is eligi

(b) In the absencef agreement, the securities intermediar le, or to cause the financial asset to be transferred to a securities
exercisesdue care in accordance with reasonable commer countof the entitlemenholder with another securities interme

standardgo obtain and maintain the financial asset. lary. A securities intermediary satisfies the duty if:

(4) This section does not apply to a clearing corporation that (.1|) Theﬂ?el%urities dinrtlermedie_\ry acts as zégree_d upornhby
is itself the obligor of an option @imilar obligation to which its entitlementholder and the securities intermediary; or

entitlementholders have security entitlements. (2) In the absence of agreement, the securities intermediary
History: 1997 a. 297 exercisesdue care in accordance with reasonable commercial
standardgo follow the direction of the entitlement holder
408.505 Duty of securities intermediary with respect History: 1997 a. 297

to payments and distributions. (1) A securitiesntermedi I . L
ary shall take action to obtain a payment or distribution made5é98509 Specification of duties of securities interme -

the issuenf a financial asset. A securities intermediary satisfiéday by other statute or regulation; manner of perfor -
mance of duties of securities intermediary; and exer -

the duty i: L . ) cise of rights of entitement holder . (1) If the substance of

(a) Thesecurities |n§ermedlary acts with respect t_o'the duty &%luty imposed upon a securitiesermediary by ss108.504t0
agreedupon by the entitlement holder and the secunii®sme 408 508is the subject ofiny other statute, regulation or rule, com
diary; or o _ pliancewith that statute, regulation or rule satisfies the duty

(b) In the absencef agreement, the securities intermediary (2) To the extent thaspecific standards for the performance
exercisesdue care in accordance with reasonable commerciglthe duties of aecurities intermediary or the exercise of the
standardgo attempt to obtain the payment or distribution.  rights of an entitlement holder are not speciftsdother statute,

(2) A securities intermediary is obligatéd its entitlement regulationor rule or by agreement between the securities interme
holderfor a payment or distribution made by the is@fex finan  diary and entitlement holdethe securities intermediary shall per
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form its duties and the entitlement holder shall exercise its righgstsin a particular financial asset to satisfy both its obligations to

in a commercially reasonable manner entitiementholders who have security entitlements to that finan
(3) Theobligation of asecurities intermediary to perform thecial asset and its obligatictn a creditor of the securities interme
dutiesimposed by ss108.504to 408.508is subject to: diary who has a security interest in that financial asset, the claims

(a) Rightsof the securities intermediary arising out of a sec@f entitlement holdersyther than the creditonave priority over

rity interest under a security agreement with the entitlemeh€ claim of the creditor o _
holderor otherwise: and (2) A claim of acreditor of a securities intermediary who has

(b) Rights of the securities intermediary unday other law a security interest in a financial asset held by a securities interme

regulation, rule or agreement to withhold performance of jtdiary has priority over claims of the securities intermedsry’
dutiesas a result otinfulfilled obligations of the entitlement entitiementholders who have security entitlements with respect

holderto the securities intermediary to that financial asset if the creditor has control over the financial

(4) Sections408.504to 408.508do not require a securitiesasset'

. . ; ; e (3) If aclearing corporation does not havdisignt financial
{Tt?rrggegllz?trigr? ‘f)arkﬁ”aeny action that is prohibited by any other Staettssetio satisfy both its obligations to entitlement holdetwo

History: 1997 a. 297 havesecurity entitlements with respect to a financial asset and its
obligationto a creditor of the clearing corporation who has a-secu
408.510 Rights of purchaser of security entitement rity interest in that financial asset, the claim of the creditor has

from entitlement holder . (1) An action based on aadverse Priority over the claims of entitlement holders.

claimto a financial asser security entitlement, whether framed History: 1997 a. 297
in conversion, replevin, constructive trust, equitable lien or other

theory,may not be asserted against a person who purchases a secu SUBCHAPTERVI
rity entitlement, or an interest therein, from an entitlement holder
if the purchaser gives valugnes not have notice of the adverse TRANSITIONAL PROVISIONS

claim and obtains control.

(2) If anadverse claim could not have been asserted agains#@8.603 Saving provision. (1) If a security interest in a
entitlementholder under $408.502 the adverse claim cannot besecurityis perfected on or before July 1, 1998, and the action by
assertedigainst a person who purchases a security entittementwhiich the security interest was perfected wouldisefto perfect
aninterest therein, from the entitlement holder a security interest under this chapter further action is required

(3) In a case not covered by the priority rules ind@®, a pur  to continue perfection.
chaserfor value of a securitgntitliement, or an interest therein, (2) If a security interest in a securiyperfected on or before
who obtainscontrol has priority over a purchaser of a securitjuly 1, 1998, under ch08 1995 stats., but the action by which
entitiement,or an interest therein, who does not obtain contrdhe security interest was perfected would noficaifo perfect a
Purchasersvho havecontrol rank equallyexcept that a securities securityinterest under this chaptéhe security interest remains
intermediaryas purchaser has priority over a conflictipg- perfectedfor a period of 4 months after July 1, 1998, and continues
chasemwho has control unless otherwise agrbgdhe securities perfectedthereafter if appropriate action to perfect unttés

intermediary. chapteris taken within that period. If a security interest is-per
History: 1997 a. 297 fectedon or before July 1, 1998, atite security interest can be
o o ) perfectedby filing under this chaptera financing statement
408.511 Priority among security interests and entite - signedby the secured party instead of the debtor may be filed

ment holders. (1) Except as otherwise provided in suf®). within that period to continue perfection or thereafter to perfect.
and(3), if a securities intermediary does not havdicent inter History: 1997 a. 297
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