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CHAPTER 404
UNIFORM COMMERCIAL CODE — BANK DEPOSITS AND COLLECTIONS

SUBCHAPTERI 404.213 Medium and time of settlement by bank.
GENERAL PROVISIONS AND DEFINITIONS 404.214 Rightof chage-back or refund; liability of collecting bank; return of item.

404.102 Applicability. 404.215 Final payment of item by payer ba}nk; when provisional debit; and credits
404.103 Variationby agreement; measure of damages; action constituting ordinary becomefinal; when certain credits become available for withdrawal.

care. 404.216 Insolvency and preference.
404.104 Definitionsand index of definitions. SUBCHAPTER Il
404.105 “Bank”; “collecting bank”; “depository bank”; “intermediary bank”; COLLECTION OF ITEMS: RYER BANKS

“payerbank”; “presenting bank”. 404.301 Deferredposting; recovery of payment by return of items; time of dishon
404.106 Payable through or payable at bank; collecting bank. or; return of items by payer bank.
404.107 Separate dice of a bank. 404.302 Payer banls responsibility for late return of item.
404.108 Time of receipt of items. 404.303 Whenitems subject to notice, stop—payment ortigyal process or sefpf
404.109 Delays. orderin which items may be chged or certified.
404.110 Electronic presentment. SUBCHAPTER IV
404.111 Statute of limitations. RELATIONSHIP BETWEEN RYER BANK AND ITS CUSTOMER

SUBCHAPTER I 404.401 When bank may chge customeés account.
COLLECTION OF ITEMS: 404.402 Bank'sliability to customefor wrongful dishonor; time of determining-in
DEPOSIARY AND COLLECTING BANKS sufficiencyof account.

404.201 Statusof collecting bank as agent and provisional status of cregipsica ~ 404.403 Customers right to stop payment; burden of proof of loss.

bility of chapter; item endorsed “pay any bank”. 404.404 Bank not obligated to pay check more than 6 months old.
404.202 Responsibility for collection or return; when action timely 404.405 Death or incompetence of customer
404.203 Effect of instructions. 404.406 Customer’sduty to discover and report unauthorized signature or alter
404.204 Methods of sending and presenting; sending directly to payer bank. ation. ) ) )
404.205 Depositary bank holder of unendorsed item. 404.407 Payerbanks right to subrogation on improper payment.
404.206 Transfer between banks. SUBCHAPTER V
404.207 Transfer warranties. COLLECTION OF DOCUMENRRY DRAFTS
404.208 Presentment warranties. 404.501 Handlingof documentary drafts; duty to sefod presentment and to notify
404.209 Encoding and retention warranties. customerf dishonor
404.210 Securityinterest of collecting bank iitems, accompanying documents 404.502 Presentment of “on arrival” drafts.

andproceeds. 404.503 Responsibilityof presenting bank for documents and goods; report of rea
404.211 When bank gives value for purposes of holder in due course. sonsfor dishonor; referee in case of need.
404.212 Presentmerty notice of item not payable Jirough or at a bank; liability 404.504 Privilege of presentingpank to deal with goods; security interest for ex

of drawer or endorser penses.

Cross-reference: See definitions in $101.201 with a general banking usage not disapproved by this chapter

primafacie the exercise of ordinary care.

(4) Thespecification or approvaif certain procedures by this
chapter is not disapproval of other procedures that may be reason
ableunder the circumstances.

(5) The measureof damages for failure to exercise ordinary
carein handling an item is the amount of the item reduced by an
amountthat could not havbeen realized by the exercise of erdi
nary care. If there is also bad faith it includes any other damages

the party sufered as a proximate consequence.
History: 1991 a. 304.51; 1995 a. 449

SUBCHAPTERI
GENERAL PROVISIONS AND DEFINITIONS

404.102 Applicability. (1) The extent that items within this
chapterare also within ch€l03and408, they are subject tilose
chapters.If there is conflict, this chapter governs 463 but ch.
408 governs this chapter

(2) Theliability of a bank for action or nonaction with respect
to an item handled by it for purposes of presentment, paymen#0#4.104 Definitions and index of definitions.
collectionis governed by the law of the place where the bankdhapterunless the context otherwise requires:
located. In the case of action or nonaction by or at a branch er sep (a) “Account” means any deposit aredit account with a bank,
arateoffice of a bankijts liability is governed by the law of the including a demandtime, savings, passbook, share draft or like
placewhere the branch or separatéiagf is located. accountother than aaccount evidenced by a certificate of depos

(1) In this

History: 1995 a. 449

404.103 Variation by agreement; measure of dam -
ages; action constituting ordinary care. (1) The efect of
the provisions of this chapter may be varieddgyeement, but the

it.

(b) “Afternoon” means the period of a day between naath
midnight.

(c) “Banking day” means the part of a day on which a bank is

partiesto the agreement cannot disclaim a bank'sponsibility OPento the public for carrying on substantially all of its banking

for its lack of good faith or failure to exercise ordinary care or limfinctions.

the measure of damages for the lack or failure. Howekerpar (d) “Clearinghouse” means an association of banks or other

ties may determine by agreement the standards by which payersregularly clearing items.

bank’sresponsibilityis to be measured if those standards are not (e) “Customer” means a person havargaccount with a bank

manifestlyunreasonable. or for whom a bank has agreeddallect items, including a bank
(2) Federalreserve regulations and operating circulars, eleahatmaintains an account at another bank.

inghouserules, and théke, have the ééct of agreements under  (f) “Documentary draft” means a draft to be presented for ac

sub.(1), whether or nospecifically assented to by all parties interceptanceor payment if specified documents, certificated securi

estedin items handled. ties or instructions for uncertificated securities, or other certifi
(3) Action or nonaction approved by this chapter or pursuag@tes,statements or the like are to be received by the drawee or

to federal reserve regulations or operating circulars is the exerdieerpayer before acceptance or payment of the draft.

of ordinary care and, in the absence of special instructions, actior{g) “Draft” means a draft as defined in403.104(5), or an

or nonaction consistent with clearinghousées and the like or item, other than an instrument, that is an arder
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(h) “Drawee” means a person ordered in a draft to make-a pay (3) “Depositary bank” means the first bank to take an item
ment. eventhough it is also the payer bank, unlessitié® is presented

(i) “Item” means an instrument or a promise or order to p&9" immediate payment over the counter
moneyhandled by a bank for collection or payment. “|tedoés (4) “Intermediary bank” means a bank to which an item is
notinclude a payment order governed by4tDor acredit or deb  transferredn course of collection except tepositary or payer
it card slip. bank.

(i) “Midnight deadline” with respect to a bank is midnight on (5) “Payerbank” means a bank that is the drawee of a draft.
its next banking day following the banking day on which it re (6) “Presentingoank” means a bank presenting an item except
ceivesthe relevant item or notice or from which the time for taking payer bank.
actioncommences to run, whichever is later History: 1983 a. 1891995 a. 449

(k) “Settle” means to pay in cash, by clearinghouse settleme

in a chage or credit or by remittance, or otherwise as agreed. .Eél‘l'l% Payable through or payable at bank; collect = -
settlement may be either provisional o final. ing bank. (1) If an item states that it is “payable through” a bank

W . . identifiedin the item, the item designates the bank as a collecting
(L) “Suspends payments” with respect to a bawlans that it o, and does not by itself authorize the bank to pay the item and
ban

hasbeen closed by order of the supervisory authorities, that-a pHﬁe item maybe presented for payment only by or through the
lic officer has been appointed to take it over or that it ceases orjy 5k

fusesto make pgyments in the ordlne}ry course of busmess.. (2) If an item states that it is “payable at” a bank identified in
(2) Otherdefinitions applying to this chapter and the sectionge jtem, the item designatebe bank as a collecting bank and

in which they appear are: doesnot by itself authorize the bank to pay the item and the item
(a) “Agreement for electronic presentment” —484.110 (1) may be presented for payment only by or through the bank.
(b) “Bank” — s.404.105 (1) (3) If adraft names a nonbank drawee and it is unclear whether
(c) “Collecting bank” — s404.105 abank named in the draft écodrawee or a collecting bank, the
(d) “Depositary bank” — s404.105 bi?i(“'jy_a lcgogléeactﬂg bank.
(e) “Intermediary bank” — $404.105 ' '
() “Payer bank” — s404.105 404.107 Separate office of a bank. A branch or separate
(9) “Presenting bank” — €04.105 office of a bank is a separate bdiok the purpose of computing
(h) “Presentment notice” — 404.110 (1) thetime within which and determining the pleatesor to which ac

tion may be taken or notices or orders must be given under this

(3) The following definitions in other chapters apply ttus chapterand under ch403

chapter: History: 1995 a. 44%.31; Stats. 1995 s. 404.107.
(a) “Acceptance” — s403.409 (1)
(b) “Alteration” — s.403.407 (1) 404.108 Time of receipt of items. (1) For the purpose of
(c) “Cashiets check” — s403.104 (7) allowing time to process items, prove balances and makeethe

essaryentries on its books to determine its position for the aay

(d) “Certificate of deposit” — s103.104 bankmay fix an afternoon hour of 2 p.m. or later as a Einmiir

(e) “Certified check” — s403.409 (4) for the handling of money aritems and the making of entries on
() “Check” — s.403.104 its books.

(9) “Good faith” — s403.103 (1) (d) (2) An item ordeposit of money received on any day after a
(h) “Holder in due course” — €03.302 cutoff hour so fixed or after the close of the banking day may be

treated as being received at the opening of the next banking day

(i) “Instrument” — s.403.104 (2) History: 1995 a. 44%.31; Stats. 1995 s. 404.108.

(i) “Notice of dishonor” — s403.503
(k) “Order” — s.403.103 (1) (f) 404.109 Delays. (1) Unless otherwise instructed, a collect
(L) “Ordinary care” — s403.103 (1) (g) ing bank in a good faith feft to securgpayment of a specific item

W . " drawnon a payer other than a bank, avith or without the ap
(m) *Person entitled to enforce” —403.301 proval of any person involved, may waive, modify or extend time

(n) “Presentment” — $103.501 (1) limits imposed or permitted by ch&01to411 for a period not ex
(p) “Promise” — s403.103 (1) (i) ceeding?2 additional banking days withodischage of drawers
(q) “Prove” — s403.103 (1) (j) or endorsers or liability to its transferor or a prior party

(r) “Teller's check” — s403.104 (8) ~ (2) Delayby a collecting bank or payer bank beyond time lim
(s) “Unauthorized signature” — 403.403 its prescribed or permitted by cl#1to411 or by instructions is

" . _— . excusedf the delay iscaused by interruption of communication
_(4) In addition, ch401 contains general definitions and prin o computer facilities, suspension of payments by another bank,

ciples of construction andnterpretation applicable throughout,y 5 emegency conditions, failure of equipment or other cireum

this chapter stanceseyond the control of the bank and the bank exercises such

History. 1991 a. 304.51, 1995 a. 449 diligenceas the circumstances require
Sub. (1) (i) is a source of bank discretion and does not limit baalder to pay : . ) - .
overdrafts. Pulaski State Bank Kalbe,122 Ws. 2d 663364 N.W2d 162(Ct. App.  4ofa ey 1979 ¢ 891991 & 148304 3151995 a. 44%. 31, Stats. 1995 s.

1985).

404.110 Electronic presentment. (1) “Agreement for
bank’; “intermediary bank”; “payer bank’: “oresenting electronicpresentment” means agreement, clearinghouse rule
bank’. In this chapter: or federal reserve regulation @peratingcircular, providing that

. y . . resentmentf an item may be made by transmission ofhaage
(1) “Bank” means a person engaged in the business of bagk_an item or information describing the item (“presentrment
ing, including a savings bank, savings and loan association, creglié”) rather than delivery of the item itself. The agreement may

404.105 *“Bank”;  “collecting bank”; “depository

unionor trust company provide for procedures governing retention, presentmpay
(2) “Collecting bank” means a bank handling an item foment,dishonor and other matters concerning items subject to the
collectionexcept the payer bank. agreement.
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(2) Presentmentf anitem pursuant to an agreement for eledng restrictive endorsementsnly a collecting bank’ transferor
tronic presentment is made whéme presentment notice is-re cangive instructions that #fct the bank or constitute notice to it
ceived. anda collecting bank is not liable to prior parties for aagion

(3) If presentment is madg/ presentment notice, a referencéakenpyrsyant to the instructions or in accordance with any-agree
to “item” or “check” in this chapter means the presentment notiggentwith its transferar
unlessthe context otherwise indicates. History: 1995 a. 449

History: 1995 a. 449 . . .
404.204 Methods of sending and presenting;  sending

404.111 Statute of limitations. An action to enforce an eb directly to payer bank. (1) A collecting bank shall send items
ligation, duty, or right arising undethis chapter must be cem by a reasonably promphethod, taking into consideration rele

mencedwithin 3 years after the cause of action accrues. vantinstructions, the nature of the item, the number of those items
History: 1995 a. 449 on hand, the costf collection involved and the method generally
usedby it or others to present those items.
SUBCHAPTERII (2) A collecting bank may send any of the following:
(@) An item directly to the payer bank.
COLLECTION OF ITEMS: (b) An item to a nonbank payer if authorized by its transferor
DEPOSIRARY AND COLLECTING BANKS (c) Anitem other than documentary drafts to a nonlayler

if authorized by federal reserve regulation or operating circular

404.201 Status of collecting bank as agent and provi clearinghouseule or the like. .

sional status of credits; applicability of chapter; item (3) Presentmentay be made by a presenting bank at a place
endorsed “pay any bank”. (1) Unless a contrary intent clear Wherethe payer bank or other payer has requested that present
ly appears and before the time that a settlement given by a-collBgntbe made.

ing bank for an item is or becomes final, the bank, with respect tfistory: 1991 a. 304.51; 1995 a. 449

the item, is an agent or subagent of the owner of thedtetany
Fs)ﬁtetlsep;tag?dl\l/:snsfgfr ttﬁg ;E)erm |§f %rr?&/ésrggmgf (ﬂrg\:j:)orrsreaplf a customer delivers an item to a depositayk for collection,
mentand even though credit given for the item is subjeichtoe. &l Of the following apply: _

diate withdrawal as of right or isn fact withdrawn; but the (1) Thedepositary bank becomes a holder of the item at the
continuanceof Ownership of an item by its owner and a'rghts tlme thatit _recelves the item for CO”(_?Ctlon if the customer at the
of theowner to proceeds of the item are subject to rights of-a cbme of delivery was a holder of the item, whether or not the cus
lecting bank, such as those resulting from outstanding advané@der endorses the item, and, if the bank satisfies the other re
onthe item and rights of recoupment or setdfan item ishan ~ quirementsof 5.403.302 it is a holder in due course.

dled by banks for purposes of presentmeatyment, collection or ~ (2) The depositary bank warrants to collecting banks, the
return,the relevant provisions of this chapter apply even thouglayerbank or other payer and the drawer that the amount of the
actionof the partieslearly establishes that a particular bank haseem was paid to the customer or deposited to the custeraer
purchasedhe item and is the owner of it. count.

(2) After an item has been endorsed with the words “pay anyistory: 1995 a. 449

bank” or the lik ly a bankn ire the rights of a hold
uﬁ& ag; ofetr:eefbﬁgvzir?g c?gcuﬁy acquire the nghts of a ho er404.206 Transfer between banks. Any agreed method that

['b(éentifies the transferor bank is didient for the items further
nsferto another bank.

404.205 Depositary bank holder of unendorsed item.

(@) The item has been returned to the customer initiati

collection. ) . History: 1995 a. 449
(b) The item has been specially endorsed by a bank to a person
whois not a bank. 404.207 Transfer warranties. (1) A customer or collecting
History: 1995 a. 449 bankthat transfers an item and receives a settlement or other con

. . . siderationwarrants all of the following to the transferee and to any
404.202 Responsibility for collection or return; when subsequentollecting bank:

action timely. (1) A collecting bank must exercise ordinar . , .
carein all of %/he gol)lowing: g y (a) The warrantor is a person entitled to enforce the item.
(a) Presenting an item or sending it for presentment. (b) All signatures on the item are authentic and authorized.

(b) Sending notice of dishonor or nonpayment or returning an (€) The item has not been altered.
item other than a documentary draft to the bankansferoafter ~ (d) The item is not subject to a defense or claim in recoupment
learningthat the item has not been paid or accepted, as the dafsany party that can be asserted against the warrantor
may be. (e) The warrantor has nkinowledge of any insolvency pro
(c) Settling for an item when the bank receives final settlemepgedingcommenced with respect to the maker or accepfan or
(d) Notifying its transferor of any loss or delay in transit withithe case of an unaccepted draft, the drawer
areasonable time after discovery thereof. (2) If an itemis dishonored, a customer or collecting bank
(2) A collecting bank exercises ordinary care under(@)y transferringthe item and receiving settlemenrtother consider
taking proper action beforés midnight deadline following re &tionis obliged to pay the amount duetbe item according to the
ceiptof an item, notice or settlementaking proper action within termsof the item at the time it was transferreifathe transfer was
areasonably longer time may constitute éxercise of ordinary Of an incomplete item, according to its terms when completed as
care, but the bank has the burden of establishing timeliness. Stated in ss403.115and403.407 The obligation of a transferor
(3) Subjectto sub(1) (a) a bank is not liabléor the insolven is owed to the transferee and to any subsequent collecting bank
cy, neglect, misconduct, mistake default of another bank or per thattakes the iterm good faith. A transferor cannot disclaim its
sonor for loss or destruction of an item in the possessiathefrs Pligationunder this subsection by an endorsement stating that
orin transit. is made “without recourse” or otherwise disclaiming liability
History: 1995 a. 449 (3) A person to whom the warranties under glipare made
andwho took the item in good faith may recover from the warran
404.203 Effect of instructions.  Subject to to s403.420 tor as damages for breach of warranty an amount equal to the loss
concerningconversion of instruments and ta!63.206concern  suffered as a result of the breach, but not more than the amount of
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the item plus expenses and loss of interest incurred as a resuthetustomer of a depositary bank encodes, that bankrakes
the breach. the warranty

(4) Thewarranties stated in sufd.) cannot be disclaimed with  (2) A person who undertakes to retain an item pursuant to an
respecto checks. Unless notice of a claim for breach of warranggreementor electronic presentment warrants to any subsequent
is givento the warrantor within 30 days after the claimant has regollectingbank and to the payer bank or other payer that retention
sonto know of the breach and the identity of the warrarit@ andpresentment of the item comply with the agreement. Ifa cus
warrantoris dischaged to the extent of any loss caused by themer of a depositary bank undertakes to retain an item, that bank
delayin giving notice of the claim. alsomakes this warranty

(5) A cause of action for breach of warranty under this section (3) A person to whom warranties are made under this section
accruesvhen the claimant has reason to know of the breach. andwho took the item in good faith may recover from the warran
History: 1995 a. 449 tor as damages for breach of warranty an amount equal to the loss

) sufferedas a result of the breach, plus expenses and loss of interest
404.208 Presentment warranties. (1) If an unaccepted jncurredas a result of the breach.

draftis presented to thedrawee for payment or acceptance and theyistory: 1995 a. 449
draweepays or accepts the draft, the person obtaining paymnent
acceptanceat the time of presentment, aagbrevious transferor 404.210 Security interest of collecting  bank in items,
of the draftat the time of trans_fewarrant to the drawee that Paysaccompanying documents and proceeds. (1) A collect
or acceptghe draft in good faith that all of the following condi jng bank has a security interest in an item and any accompanying
tions exist: document®r theproceeds of either in any of the following situa
(a) The warrantor is, or was at the time the warrantor trartions:
ferredthe draft, a person entitled to enforce the draft or authorized(a) In case of aitem deposited in an account, to the extent to
to obtain payment or acceptance of the draft on behalf of a perggich credit given for the item has been withdrawn or applied.

entitledto enforce the draft. (b) In case of an item for which it has giveredit available for

(b) The draft has not been altered. withdrawalas of right, to the extent of the credit given, whether

(c) The warrantor has no knowledge that the signature of #enot the credit is drawn upon or there is a right of giraback.
purported drawer of the draft is unauthorized. (c) If it makes an advance on or against the item.

(2) A drawee making payment may recover from a warrantor .y i credit given for several items received at one time or pur
damagesor breach of warranty equal to the amount paid by th& anito 4 single agreement is withdrawn or applied in part, the se

draweeless the amount the drawee received or is entitledto rity interest remains upon all the items, any accompanying doc

ceivefrom the drawer because of the payment. In addition, Hjgentsor the proceeds of eitheFor the purpose of this section,
draweels entitled to compensation for expenses and loss of INteFe ditsfirst given are first withdrawn

estresulting from the breachrlhe right of the drawee to recover (3) Receiptby a collecting bank of a finalettlement for an

damagesinder this subsection is nofeftedby any failure of the . / AL . - . ;
draweeto exercise ordinary care in making payment. If thilemis arealization on its security interest in the item, accompany

draweeaccepts the draft, breach of warrantg defense to the e INg documents and proceeds. So long as the bank does not receive
ligation of the acceptorand if the acceptor makes payment witfinal settlement for the item or give up possession of the item or
respecto the draftthe acceptor is entitled to recover from a-wa@ccompanyinglocuments for purposes other than collection, the
rantorfor breach of warranty the amounts stated in this subsecti§RCUrityinterest continues to that extent and is subject t4@s.

(3) If a drawee asserts a claim for breach of warranty un(PéP all of the fo!lowmg apply: ) e
sub.(1) basen an unauthorized endorsement of the draft or an (&) Nosecurity agreement is necessary to make the security in
alterationof the draft, the warrantenay defend by proving that terestenforceable.
the endorsement is fefctive under s403.4040r 403.4050r the (b) No filing is required to perfect the security interest.
draweris precluded under 403.4060r 404.406from asserting  (c) The security interestas priority over conflicting perfected
agalnstthe drawee the unauthorized endorsement or a|terat|0@,ecurityinterests in the item, accompanyidgcuments or pro

(4) If adishonored draft is presented for payment to the draveeeds.
or an endorser or any other item is presented for paymapatty History: 1973 c. 3365.79; 1995 a. 44%.47; Stats. 1995 s. 404.210.
obligedto pay the item, and the iteisipaid, the person obtaining
paymentand a prior transferor of the item warrant to the pers@i®4.211 When bank gives value for purposes of holder
makingpayment in good faith that the warrantor is, or wabat in due course. For purposes of determining its status as a holder
time the warrantor transferred the item, a person entitleghto in due course, a bank has given value to the extent that it has a se
forcethe item or authorized to obtain paymentbehalf of a per curity interest in an item, if the bank otherwise complies with s.
sonentitled to enforce the item. The person making payment m&y3.302on what constitutes a holder in due course.
recoverfrom any warrantor for breach of warranty an amountHistory: 1995 a. 44%.49; Stats. 1995 s. 404.21
equalto the amount paid plus expensesl loss of interest result
ing from the breach. 404.212 Presentment by notice of item not  payable by,

(5) Thewarranties stated in sub@) and(4) cannot be dis through or at a bank; liability of drawer or endorser
claimed with respect to checks. Unless notice of a cléam (1) Unlessotherwisenstructed, a collecting bank may present an
breachof warranty is given to the warrantor within 30 days aftdfem not payable hythrough or at a bank by sending to the party
the claimant has reason to know of the breach and the identityt®@ccept or pay a written notice that the bank holds the item for
the warrantor the warrantor is dischged to the extent of any lossacceptancer payment. The notice must be sent in time to be re
causecby the delay in giving notice of the claim. ceivedon or beforethe day when presentment is due and the bank

(6) A cause of action for breach of warranty under this sectifif!Stmeet any requirement of the party to accept or pay under s.
accrueswhen the claimant has reason to know of the breach. #93-501by the close of the barskhextbanking day after it knows

History: 1995 a. 449 of the requirement.
(2) If presentment is made by notice and payment, acceptance
404.209 Encoding and retention warranties. (1) A per or request for complianoeith a requirement under 403.501is
sonwho encodes information on or with respect to an item afteot received by the close of business on the day after maturity or
issuewarrants to any subsequent collecting bank and to the payethe case of demand items, by the cloBbusiness on the 3rd
bankor other payer that the information is correctly encoded. Bankingday after notice was serlie presenting bank may treat
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theitem as dishonored and charanydrawer or endorser by send  (4) Theright to chage—back is not &cted by any of the fel
ing it notice of the facts. lowing:

. . (b) Failureby any bank to exercise ordinary care with respect
404.213 Medium and time of settlement by bank. tofthe item, but a bank so failing remains liable.

(1) With respect to settlement by a bank, the medium and time 0 5) A failure to chame—back lai fund d rafect
settlementmay be prescribed by federal reserve regulations-or cir, (°) A failure to chage—-back or claim refund does raftec

culars,clearinghouse rules and the like, or agreement. Iakthe otherrights of the bank against the customer or any other.party
senceof such prescription, all of the following apply: (6) If credit isgiven in dollars as the equivalent of the value

: . . of an item payable in a foreign mondye dollar amount of any
(@) The medium of settlement is cash or créalian account \Z%rge—baclor refund must be calculated on the basis of the

;netattlé(?](qjgrr]?l reserve bank of or specified by the person to receE k-offeredspotrate for the foreign money prevailing on the day
s . whenthe person entitled to the charback or refund learns that
(b) The time of settlement is: it will not receive payment in ordinary course.
1. With respect to tender of settlement by cash, a céshier History: 1987 a. 1651995 a. 44%s.53, 61; Stats. 1995 s. 404.214.
check,or tellers check, when the cash or checkést or deliv
ered. 404.215 Final payment of item by payer bank; when

2. With respecto tender of settlement by credit in an accourgoVisional  debits and credits become final; when cer -
in a federal reserve bank, when the credit is made. tain credits become available for withdrawal. (1) An item

3. With respect to tender of settlement by a credit or debit finally paid by a payer bankhen the bank has first done any

anaccount in a bank, whehe credit or debit is made,dn the of the following:

caseof tender of settlement by authority to aaman account, (@) Paid the item in cash._ . )
whenthe authority is sent or delivered. (b) Settled for the item without having a right to revoke the

PttlemenUnder statute, clearinghouse rule or agreement.

4. With respect to tender of settlement by a funds tra,nsfg L . :
whenpayment is made pursuant t@$0.406 (1}0 the persone (c) Made a provisional settlement for the item and failed-to re
voke the settlement in the time and manner permittestatute,

ceiving settlement. h
chFarlnghouse rule or agreement.

(2) If the tender of settlement is not by a medium authorize . . )
by sub.(1) or the time of settlement is not fixed by s(b), no (2) If provisional settlement for an item does not become final,

settlemenbccurs until the tender of settlement is accepted by tHi§ item is not finally paid. _
personreceiving settlement. (3) If provisional settlement for an itebetween the present

ing and payer banks is made through a clearinghouse or by debits
er’s check and the person receiving settlement, befoneidsight  ©F credits in an account between them, then to the extent that pro
; P visional debits or credits for the item are entered in accdusts
deadlinedoes any of the following: : .
. tweenthe presentingnd payer banks or between the presenting
_(a) Presents dorwards the check for collection, settlement ignqsyccessive prior collecting banks in a series, they beceme fi
final when the check is finally paid. nal upon final payment of the item by the payer bank.

(b) Fails to present or forward the check for collection, settle (4) f a collecting bank receives a settlementioitem which
mentis final at the midnightleadline of the person receivingis or becomes final, the bank is accountable to its customer for the
settlement. o o ~ amountof the item andany provisional credit given for the item

(4) If settlement for an item is made by giving authority tim an account with its customer becomes final.
chargethe account of the bank giving settlement in the bank re (5) Sybjectto applicable law stating a tinfer availability of
ceiving settlementsettlement is final when the clgaris made by fundsand to any right of the bank to apply the credit to an obliga
thebank receiving settlement if there are funds available in the &gn of the customercredit given by a bank for an item in a-cus
countfor the amount of the item. tomer’s account becomes available for withdrawal as of right:

History: 1995 a. 449 (@) If the bank has received a provisional settlement for the
item, when the settlement becomes final and the bank has had a
reasonableime to receive return of the item and ttean has not
beenreceived within that time.

(b) If the bank is both the depositary bank and the payer bank

(3) If settlement for an ites made by cashier check or tell

404.214 Right of charge-back or refund; liability of
collecting bank; return of item. (1) If a collecting bank has
madeprovisional settlement with its custonfer an item and fails
by reason of dishonpsuspension of paymertig a bank or other . e - )
wiseto receive settlement for the item whictoisbecomes final, 2ndthe itemiis finally paid, at the opening of the bargd bank

the bank may revoke the settlement giumnit, chage back the ing day foIIpwmg recglpt of the 'tem_' . —
amountof any credit given for the item to its custorseaccount, , (6) Subjectto applicable law stating a tinfer availability of

or obtain refund from its customerhether or not it is able to-re fundsand any right of a bank to apply a deposit to an obligation
turn the item, if by its midnight deadline or within a longeason  Of the depositoradeposit of money becomes available for with
abletime after it learnshe facts it returns the item or sends notifidrawalas of right at the opening of the baskiext banking day
cationof thefacts. If the return or notice is delayed beyond tffter receipt of the deposit. _ .
bank’s midnight deadline or a longer reasonable time after jgHery; 1979 & 108 00 (B 1080 A 3 ot 20%-51:1995 2. 336,50,
learnsthe facts, the bank may revoke the settlementgehaack

the credit or obtain a refund from its cu_stor,rlmut itis liable for 404.216 Insolvency and preference. (1) If anitem is in
anyloss resulting from the delayrhese rights to revoke, clia-  or comes into the possession of a payer or collecting bank that sus
backand obtain refund terminate if and when a settlement for thendspayment and the item has not been finally paid, the item

item received by the bank is or becomes final. mustbe returned by the receiyénustee or agent in clug of the

(2) A collecting bank returns an item when it is sent or deliglosedbank to theresenting bank or the closed banitistomer
eredto the banls customer or transferor or pursutmits instrue (2) If a payer bank finally pays an iteand suspends payments
tions. without making a settlement for the item with its customer or the

(3) A depositary bank that is also the payer maygghaack presentingoank which settlement is or becomes final, the owner
the amount of an item to its custorigeaccount opbtainrefund of the item has a preferred claim against the payer bank.
in accordance with $104.301governing return oén item re (3) If a payer bank gives or a collecting baikes or receives
ceivedby a payer bank for credit on its books. aprovisional settlement for an item and thereafter suspaamgs
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ments the suspension doest prevent or interfere with the settle be charged or certified. (1) Any knowledge, notice or stop—
ment’sbecoming final if the finality occurs automatically uporpaymentorder received hyegal process served uponsetof ex-
the lapse of certain time or the happening of certain events. ercisedby a payer bank comes too late to terminate, suspend
(4) If a collecting bank receives from subsequent partigsodify the banks right or duty to pay an item or to chevits cus
settlemenfor an item, which settlement is becomes final and tomer’saccount for the item if the knowledge, notice, stop-pay
the bank suspends payments without makirsg@lement for the mentorder or legal process is received or seruedia reasonable
item with its customer which settlement islmcomes final, the time for the bank to act thereon expir@sthe setdfis exercised
owner of the item has a preferred claim against the collectirgjter the earliest of the following:

bank. (@) The bank accepts or certifies the item.
History: 1995 a. 44%.60; Stats. 1995 s. 404.216. (b) The bank pays the item in cash.
(c) The bank settles for the item without having a right to re
SUBCHAPTERIII voke the settlement under statute, clearinghouse rule or-agree
ment.
COLLECTION OF ITEMS: RYER BANKS (d) The bank becomexccountable for the amount of the item

unders.404.302dealing withthe payer bank’responsibility for

404.301 Deferred posting; recovery of  payment by re - late return of items. .

turn of items; time of dishonor; return of items by payer (e) With respect to checks, a cutbiur no earlier than one

bank. (1) If a payer bank settles for a demand item other th&ur after the opening of the next banking day after the banking

adocumentary draft presented otherwise than for immediate pgfty On Which thebank received the check and no later than the

mentover the counter before midnight of the banking day -of rélose of that next banking day, @ no cutof hour is fixed, the

ceipt, the payer bank magvokethe settlement and recover thecloseof the next banking day after the banking day on which the

settlementf, before it has made final payment and before its mi@@nkreceived the check.

night deadline, it does any of the following: (2) Subjectto sub.(1), items may be accepted, paid, certified
(a) Returns the item. or chaged to the indicated account of its customer in any order

(b) Sends written notice of dishonor or nonpayment if the jtemiStory: 1991 2. 304.51, 1995 a. 449
is unavailable for return.

(2) If a demand iteris received by a payer bank for credit on SUBCHAPTERIV
its books, it may return the item or send notice of dishonor and
may revoke any credigiven or recover the amount thereof with RELATIONSHIP BETWEEN RYER BANK AND ITS CUS
drawnby its customerif it acts within the time limit and in the TOMER
mannerspecified in sub(1).

(3) Unlessprevious notice of dishonor has besmt, an item
is dishonored at the time when for purposes of dishonoré is
turnedor notice sent in accordance with this section.

404.401 When bank may charge customer ’s account.

(1) A bank may chae against the account of a customer an item

. . ) that is properly payable from that account even though thgeshar
(4) Anitem is returned: _ createsan overdraft. An item is properly payable if it is authorized

~ (a) Astoanitem presented through a clearinghouse, whengy the customer and is in accordance waitly agreement between

is deliveredto the presenting or last collecting bank or to the cleafe customer and bank.

inghouseor is sent or delivered imccordance with clearinghouse (2) A customer is not liable for the amount of an overdraft if

rules. o _ the customer neither signed the item nor benefited from the pro
(b) In all other cases, when it is sent or delivered to the ankeeds of the item.

customeror transferor or pursuant to instructions. (3) A bank may chae against the account of a customer a
History: 1991 a. 304.51,1991 a. 3161995 a. 449 checkthat is otherwise properly payable from the account, even
thoughpayment was made before the date of the check, uh&ess
jistomer has given notice to the bankhef postdating describing
thé check with reasonable certainfhe notice is éctive for the
periodstatedn s.404.403 (2Yor stop—payment orders, and must
roperlypayable or not, if thbank, in any case in which it is not €received at such time and in such maraeto aord the bank
propérlypayabl ' K, In any s reasonable opportunity to act on it before the bank takes any ac
also the depositary bank, retains the item beyond midnight of ), \vith respect to the check described i#@.303 If a bank
bankingday of receipt without settling for it owhether or not it oo hecgainst the account of a customer a check before the date
is also the depositary bank, does not pay or return the item or ngé%edin the notice opostdating, the bank is liable for damages
noticeof dishonor until after its mlc_jnlght deadllng. L for theloss resulting from its act. The loss may include damages
(b) Any other properly payable item, unless witthie time &l for gishonor of subsequent items undetGs#.402

lowed for acceptancer payment pf that item, the_ bank either ac (4) A bank that in good faith makes payment to a holder may

ceptsor pays th.e item or returnsand accompanying documents'charge’[he indicated account of its customer according to any of
(2) Theliability of a payer bank to pay an item under gib. the following:

is subject to defensdmsed on breach of a presentment warranty (a) The original terms of the altered item

or proof that the person seeking enforcement of the liability pre ,
sentedor transferred the item for the purpose of defrauding the (P) The terms of the completed item, even though the bank
payerbank knowsthe item has been completed unless the bank has notice that
History: 1983 a. 1921995 a. 449 the completion was improper
Whena provisional settlement was not revoked by the payor bank before the migHistory: 1991 a. 3161995 a. 449
night deadline under s. 404.301 (1), the payor bank became accountable under s.

404.302for the value of the presented checks. Under the facts of case, the payor @04 402 Bank’s liability to customer for wrongful dis -
had no defenses under€1.203, 403.418 or 403F12) (b). Northwestern National

InsuranceCo. v Midland National Bank96 Wis. 2d 1565202 N.w2d 591(1980). honor; time of determining insufficiency of account.
Bank required to disburse funds after final payment. 64 MLR 408 (1980). (1) Exceptas otherwise provided in this chapterpayer bank
wrongfully dishonors an item if it dishonors an item that is proper
404.303 When items subject to notice, stop—payment ly payable put a bank may dishonor an item that would create an
order, legal process or setoff; order in which items may overdraftunless it has agreed to pay the overdratft.

404.302 Payer bank’s responsibility for late return of
item. (1) If anitem is presented to and received by a payer ba
the bank is accountable for the amount of any of the following

(@) A demand item, other than a documentary draft, whet
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(2) A payer bank is liable to its customer for damages proxpaymentof items for the account shall either retorrmake avail
mately caused by the wrongful dishonoranf item. Liability is ableto the customer the items paid or provide information in the
limited to actual damages proved and may incll@mages for an statement of account digient to allow the customer reasonably
arrestor prosecution of the customer or other consequetdial  to identify the items paidThe statement of account provides suf
ages. Whetherany consequential damages are proximateficient information if the itemis described by item number
causedy the wrongful dishonor ia question of fact to be deter amountand date of payment.

minedin each case. (2) If the items are not returned to the custortiner person re

(3) A payer banls determination of the custon®m@ccount tainingthe items shall eitheetain the items oif the items are de
balanceon which a decision to dishonor for iniciency of avait  stroyed, maintain the capacity to furnish legible copies of the
ablefunds is based may be made at any time between théhémeitemsuntil the expiration of 7 yeaiter receipt of the items. A
item is received by the payer bank and the time that the payer baoktomemmay request an item from the bank that paid the item,
returnsthe item or gives notice in lieu of return, and no more thamdthat bank must provide in a reasonable time either the item or
onedetermination need bmade. If, at the election of the payeif the item has been destroyed or is not otherwise obtainable, a leg
bank,a subsequent balance determination is made for the purpigéecopy of the item.

of reevaluating the bari'decision to dishonor the item, the ac  (3) |f a bank sends or makes available a statement of account
countbalance at that time is determinative of whetheishonor o jiems undesub. (1), the customer must exercise reasonable
for _msuﬁmency of available funds is wrongful. promptnessn examining the statement or the items to determine
History: 1995 a. 449 o . whetherany payment was not authorized becafsa alteration
Absentan agreement to the contraaybank retains discretion to dishonor a check . X
creatingan overdraft even when it has previously honored that cusmmardrafts. Of @n itemor because a purported signature by or on beh_alf of the
Schaller vMarine National Bankl.31 Wis. 2d 389388 N.W2d 645(Ct. App. 1986). customemwas not authorized. If, based on #gtatement or items
provided,the customer should reasonably have discoveraghthe

404.403 Customer’s right to stop payment; burden of authorizedpayment, the customer must promptly notify the bank
proof of loss. (1) A customer or any pers@uthorized to draw of the relevant facts.

on the account if there is more than one person may stop paymen(t4) If . :
¢ thebank proves that the customer failed, with respect to
of any item drawn on the custorfeaccount or close the account, | item, to comply with the duties imposed on the customer by

by an order tahe bank describing the item or account with reaso h .
ablecertainty received at a time andamanner that &drds the %ugbéggi;h; f#: tggr]]ir. Is precluded from assertingidthe follow

banka reasonable opportunity to act on it before any actigheéoy . . .
bank with respect to the item described iGst.303 If the signa (@) The customes unauthorized signature any alteration on

ture of more than one person is required to draw on an acemynt, theitem, if the bank also proves that itfewéd a loss by reason

of these persons may stop payment or close the account.  Of the failure. ) ) )

(2) A stop-payment order isfettive for 6 months, buit (b) The customes unauthorized signature alteration by the
lapsesafter 14 calendar days if the original order was orakeasi Sa@mewrongdoer on any other item paid in good faith by the bank
not confirmed in writing within that period. A stop—payment orif the payment was made before the bank received notice from the
dermaybe renewed for additional 6-month periods by a Writin@ustomerof the unauthorized signature or alteration and &fer

givento the bank within a period during which the stop—paymeftStomerhad been &brded a reasonablgeriod of time, not ex
orderis efective. ceeding30 days, in which texamine the item or statement of ac

(3) Theburdenof establishing the fact and amount of loss réountand notify the bank.
sulting from the payment of an item contrary to a stop—payment (5) If sub.(4) appliesand the customer proves that the bank
orderor order to clos@n account is on the customéfhe loss failedto exercise ordinary care in paying the item and that the fail
from payment of an item contratg a stop—payment order mayure substantially contributetb loss, the loss is allocated between
include damages for dishonor of subsequent items ursderthecustomer precluded and thank asserting the preclusior: ac
404.402 cordingto the extent to which the failure of the customer to-com

History: 1991 a. 3161995 a. 449 ply with sub.(3) and the failure of the bank to exercise ordinary

carecontributed to the loss. If the customer prowes the bank

404.404 Bank not obligated to pay check more than 6 did not pay the item in good faith, the preclusion under $4ip.
months old. A bank is under no obligation to a custorhaving doesnot apply

a checking account to pay a check, other than a certified check(G) Without regard to care or lack of careaifher the custom
which is presented morthan 6 months after its date, but it mayy oy the bank, a customer who does not within one year after the
chargeits customes account for a payment made thereafter i&atemenor items are made available ttee customer discover
goodfaith. andreport the customks unauthorized signature on or any alter
ationon the item is precluded from asserting against the bank the
unauthorizedsignature or alteration. If there is a preclusion under
this subsection, the payer bank may not recover for breach-of war

it@em or to?ccognt f(ér_pgcteedsb of its collect:tion, if ?therwitsfecef anty under s404.208with respect to the unauthorized signature
ive, is not rendered infefctive by incompetence of a customer of - sjteration to which the preclusion applies.

eitherbank existing at the time the item is issued or its co_llectlonHistory: 1991 a. 3161995 a. 449
is undertaken if .the bank does not know of an adjudicatidam If a customer directs a bank to pay only checks bearing 2 signatures, the absence
competence.Neither death nor incompetence of a customer ref a required signature constituas “unauthorized signature. ” Rasdac. v Bank

vokesthe authority to accept, paspllect or account uniil the bank™ 3SR Ll lo LSl ol ord oe, th conirling defect i
knowsof the fact of death or of an adJUdlcatlon of 'ncompeten%ﬁeckis maker fogery. A banks alleged negligence in féiling to inspect the endorse

andhas reasonable opportunity to act on it. mentswas immaterial. \kie, Inc. v Heritage Bank99 Wis. 2d 616299 N.w2d
; 829(1981).

(2) Evenwith kn0W|e(.jge’ a bank may for 10 days aftes Interception of bank statements by a 3rd person does not relieve the customer of
dateof death pay or certify checks drawn on or before that daf€or her responsibility to examine the statementadrout why they are not com
unless ordered to stop paymentaperson claiming an interesting. Whether or not the bank is negligeinot material if the customer does not give
in the account timely notice. A contractual reduction of the statutory nopiegod to 14 days was

. ' not “manifestly unreasonableihders. 404.103 (1). Borowski ¥irstar Bank Mi

History: 1995 a. 449 waukee217 Ws. 2d 565579 N.W2d 247(Ct. App. 1998).
Although a claim for misrepresentation may “supplement” the provisions of the
404.406 Customer’ s duty to discover and report unau- UCC,it may not supplant themA bank customers failure to comply with ss. 403.406

; : ; and 404.406 precluded the custorigeclaim for strict-liability misrepresentation.
thorized  signature or alteration. (1) A bank that sends or Weber,Leicht, Gohr & Associates Liberty Bank, 2000 WI App 24239 Ws. 2d

makesavailable toa customer a statement of account showing1, 620 N.w2d 472

404.405 Death or incompetence of customer . (1) A
payeror collecting banls authority toaccept, pay or collect an
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404.407 Payer bank’ s right to subrogation onimprop - is not dishonorthe bank must notify its transferor of the refusal
er payment. If a payer bank has paid an item over the order bit need not present the draft again until it is instructed to do so
thedrawer or maker to stop payment, or after an account has beelearns of the arrival of the goods.

closed,or otherwise under circumstances giving a basis for objecHistory: 1995 a. 449

tion by the drawer or makeo prevent unjust enrichment and only . .

to the extent necessary to prevent loss to the bank by reaiten ¢f04-503 Responsibility of presenting bank for  docu -
paymentof the itemthe payer bank is subrogated to the rights Gf€NtS and goods; report of reasons  for dishonor; refer -

all of the following: ee in case of need. (1) Unless otherwise instructed and except
(1) Any holder in due course on the item against the drawerasprowded in ch405, a bank presenting a documentary draft:
maker. (a) Must deliver the documents to the drawee on acceptance

(2) Thepayee or any other holdertb item against the draw ofhthe draft h; it is payable more than 3 days after presentment;
er or maker either on the item or under the transaotioof which otherwise,on yon pay.ment..
theitem arose. (b) Upon dishongreither in the case of presentment for accept

. nceor presentment for payment, may seek and follow instruc
(3) Thedrawer or maker against the payee or any other hplc?%rns from any referee in case of negelsignated in the draft,or
g‘;;gg item with respect to the transaction out of which the LU presenting bank does not choose to utilize the reesee’

History: 1995 a. 449 vices, it must use diligence and good faith to ascertain the reason
' ' for dishonoy mustnotify its transferor of the dishonor and of the
resultsof its efort to ascertain the reasons therefor and nmaust

SUBCHAPTERV guestinstructions.
(2) Thepresenting bank is under no obligation with respect to
COLLECTION OF DOCUMENRRY DRAFTS goods represented by the documents except to follow any reason
ableinstructions seasonably received; it has a right to reimburse
404.501 Handling of documentary drafts; duty to send mentfor any expense incurred in following instructions and to
for presentment and to notify customer of dishonor . A prepaymenbdf or indemnity for those expenses.

bankthattakes a documentary draft for collection shall present oHistory: 1991 a. 3161995 a. 449

sendthe draft and accompanying documents for presentment an . . .
uponlearning that the draft has not been paid or accepted in @504 Privilege of presenting bank to deal with
course, shall seasonably notify its customer thi fact even 9000dS; security interest for expenses. (1) A presenting

thoughit may have discounted or bought the draft or extend8@nkthat, following thedishonor of a documentary draft, has sea
creditavailable for withdrawal as of right. sonablyrequested instructions but does rateive them within

History: 1995 a. 4491997 a. 35 areasonable time may store, sell, or otherwise deal with the goods
. in any reasonable manner
404.502 Presentment of *on arrival” drafts.  Ifadraftor  (2) Forits reasonable expenses incurred by action usuter
therelevant instructions require presentment “on arrival”, “whef1), the presenting bank has a lien upon the goods or their pro

goodsarrive” or the like, the collecting bank neeak present until ceedswhich may be foreclosed in the same manner as an unpaid
in its judgment a reasonable time for arrival of the goods has egller’slien.

pired. Refusal tgpay or accept because the goods have not arriveistory: 1995 a. 449
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