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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 irA€9.102 (1) (dm)

is acting in that capacity is not a security or a financial asset.
(o) “Security”, except as otherwise provided in468.103 History: 1997 a. 2972001 a. 10
meansan obligation of an issuer or a share, participation or other o ) ] )
interestin an issuer or in property or an enterprise of an issue#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 - 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 represerenterednto such an agreement is not required to confirnexie

tative has transferred a financial asset or interest therein in a traesiceof the agreement to another party unless requested to do so
action that is, or whose proceeds are being used, for the individmathe registered owner or entitiement holder

benefitof the representative or otherwise in breach of duty hagistory: 1997 a. 2972001 a. 10

noticeof an adverse claim.

(3) An act or event that creates a right to immediate perf
manceof the principal obligation represented by a security certi
cateor sets a date on or after which tegtificate is to be presented
or surrendered for redemption or exchange dmestself consti

408.107 Whether endorsement, instruction or entitle -
ent order is effective. (1) In this chapter‘appropriate per
$on” means:
(a) With respect to an endorsement, the person specified by a

tute notice of an adverse claim except in the case of a transfer n&ﬁ%untycertlﬂcate or by an ééctive special endorsement to be
than: entitledto the security; _ _ _

(a) One year after a date set for presentment or surrender fof?) \Mth respect to amstruction,the registered owner of an
redemptionor exchange; or uncertificatedsecurity; _ _

(b) Six months after a date set for paymafioney against (c) With respect to an_entltlem_ent orgdere entltle_ment holder;
presentatioror surrender of theertificate, if money was available  (d) If the person designated in pa), (b) or (c) is deceased,
for payment on that date. the designated persansuccessor taking under other law or the

(4) A purchaser of a certificated security has notice of ngsignateq)erson; personal representative acting for éseate

e . o the decedent; or
adverseclaim if the security certificate: ' . . .
(&) Whether in bearer gr registered form, has been endor§ e) If the persorlesignated in pafa), (b) or (C) lacks capacity

. designated persanguardian, conservator or other similarrep
“for collection” or “for surrender” or for some other purpose n E d ! .
involving transfer; or Yesentativavho has power under other lawttansfer the security

or financial asset.

(b) Is in bearer form and has on it an unambiguous statemen : ; :
thatit is the property of a person other than the transferdrthe tiv:e(zif)' An endorsement, instruction or entitiement order fiscef

merewriting of a name on the certificai®not such a statement. . .
(a) Itis made by the appropriate person;

(5) Filing of a financing statement under dfi9is not notice (b) It is made by a person who has power under the law of

of an adverse claim to a financial asset. o ;
History: 1997 a. 297 agencyto transfer the securityr financial asset on behalf of the

appropriateperson, including, in the case of an instruction or
408.106 Control. (1) A purchaser has “control” of a certifi entitlementordet a person who has control unde#88.106 (3)
catedsecurity in bearer form if the certificated security is deli(b) or (4) (b); or
eredto the purchaser (c) The appropriate person has ratifiedrits otherwise pre
(2) A purchaser hagontrol” of a certificated security in reg Cludedfrom asserting its inédctiveness.
isteredform if the certificated security is delivered to the pur  (3) An endorsement, instruction or entittemender made by

chaserand: arepresentative is fefctive even if:
(a) The certificatds endorsed to the purchaser or in blank by (a) The representative has failed to comply with a controlling
an effective endorsement; or instrumentor with the law of the state having jurisdiction of the

(b) The certificate is registeréa the name of the purchagser representativeelationship, includingny law requiring the repre
uponoriginal issue or registration of transfer by the issuer ~ Sentativeto obtain court approval of the transaction; or

(3) A purchasehas “control” of an uncertificated security if: () The representativ@action in making the endorsement,
(a) The uncertificated security is delivered to the purchaser;'B?trUCt'onor entitlement order or usirthe proceeds of the trans

(b) The issuer has agreed that it witimply with instructions actionis otherwise a breach of duty

originatedby the purchaser without further consbytthe regis (4) It a security is registered in the name ofspecially
teredowner endorsedo a person described asegresentative, or if a securi

B Y . . ... ties account is maintained in the name of a person described as a
(4) A purchaser has “control” of a security entitlement if: o5 resentativean endorsement, instruction or entitlement order
(a) The purchaser becomes the entitlement holder; madeby the person is fctive even though the person is no-lon
(b) The securities intermediary has agreed that it will complyer serving in the described capacity
with entitlement orders originated by the purchaser withatt — (5) Effectivenessof an endorsement, instruction or entitle
ther consent by the entitlement holder; or mentorder is determined as of the date the endorsement, instruc
(c) Another person has control of the security entitement ¢@ion or entitlement order is made, and an endorsement, instruction
behalfof the purchaser phaving previoushacquired control of or entitlement order does not become fieetive byreason of any
the security entitlement, acknowledges that it has control deter change of circumstances.
behalfof the purchaser History: 1997 a. 297

(5) If an interest in a security entitlement is granted by thgys 198 \arranties in direct holding. (1) A persorwho
ﬁ]néglizrrnetﬂgglggztr%glseiﬁ{g'ﬂﬁg] deigﬁ hﬁgjgctz)vr\]/{]rslecurltles Nt ransfersa certificated security to a purchaser for value warrants
% 1ary o to the purchasernnd an endorsdf the transfer is by endorsement,
(6) A purchaser who has satisfied the requirements o{8)b. \yarrantsto any subsequent purchagbat:
or (4) has control even if the registered owitethe case of Sub. oy e certificate is genuine and hast been materially
(3) or the entitlement holder in the case of $dbretains the right altered:

to make substitutions for the uncertificateelcurity or security
entitlement o originate instructions or entitlement orders to the . (P) The transferor or endorser does kow of any fact that

issueror securities intermediarpr otherwise to deal with the might impair the validity of the security;

uncertificatedsecurity or security entitlement. (c) There is no adverse claim to the security;
(7) An issuer or a securities intermediary may not enter into (d) The transfer QOes not violate any restriction on trahsfer;
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 entittement hpléran by an appropriate person, ottlie endorsement is by an agent, the
issueror a securities intermediary is not required to enter into sug@enthas actuahuthority to act on behalf of the appropriate-per
an agreement even though the registered owner or entitlem&@g;and

holdersodirects. An issuer or securities intermediary that has (f) The transfer is otherwisefettive and rightful.

Wisconsin Statutes Archive.


https://docs.legis.wisconsin.gov/document/statutes/2001/ch.%20409
https://docs.legis.wisconsin.gov/document/acts/1997/297
https://docs.legis.wisconsin.gov/document/statutes/2001/408.106(3)
https://docs.legis.wisconsin.gov/document/statutes/2001/408.106(4)
https://docs.legis.wisconsin.gov/document/statutes/2001/408.106(3)
https://docs.legis.wisconsin.gov/document/statutes/2001/408.106(4)
https://docs.legis.wisconsin.gov/document/statutes/2001/408.106(3)(b)
https://docs.legis.wisconsin.gov/document/statutes/2001/408.106(4)(b)
https://docs.legis.wisconsin.gov/document/acts/1997/297
https://docs.legis.wisconsin.gov/document/acts/2001/10
https://docs.legis.wisconsin.gov/document/statutes/2001/408.107(1)(a)
https://docs.legis.wisconsin.gov/document/statutes/2001/408.107(1)(b)
https://docs.legis.wisconsin.gov/document/statutes/2001/408.107(1)(c)
https://docs.legis.wisconsin.gov/document/statutes/2001/408.107(1)(a)
https://docs.legis.wisconsin.gov/document/statutes/2001/408.107(1)(b)
https://docs.legis.wisconsin.gov/document/statutes/2001/408.107(1)(c)
https://docs.legis.wisconsin.gov/document/statutes/2001/408.106(3)(b)
https://docs.legis.wisconsin.gov/document/statutes/2001/408.106(3)(b)
https://docs.legis.wisconsin.gov/document/statutes/2001/408.106(4)(b)
https://docs.legis.wisconsin.gov/document/acts/1997/297

408.108 UCC — INVESTMENT SECURITIES Updated 01-02Wis. Stats. Database 4

(2) A person who originates an instruction for registratén  (a) The entitlement order is made by an appropriate pesson,
transferof an uncertificatedecurity to a purchaser for value warif the entitlement order is by an agent, the agent has actual author

rantsto the purchaser that: ity to act on behalf of the appropriate person; and
(a) The instruction is made by an appropriate person, or if the(b) There is no adverse claim to the security entitlement.
instruction is by an agent, the agent has actual authortyttm (2) A person who deliverssecurity certificate to a securities
behalfof the appropriate person; intermediaryfor credit to asecurities account or originates an
(b) The security is valid; instructionwith respect to an uncertificated security directing that
(c) There is no adverse claim to the security; and the uncertificated security be credited to a securities account

; ; P ; . makesto the securities intermediatiye warranties specified in s.
(d) At the time the instruction is presented to the issuer: 408.108(1) or (2).

1. The purchaser withe entitied to the registration of transfer; (3) If a securities intermediary deliversecurity certificate to

’ 2. The transfer will be registered bé/ tTe. issuerr] freehfrorrr]] 3 entitlement holder or causes its entitlement holder to be regis
|ens,_f$eé:_ur|tﬁ/ interests, restrictions and claims other than thqageq a5 the owner of an uncertificated secuyritye securities
specifiedin the instruction; o intermediarymakes to the entitement holder the warranties speci
3. The transfer will not violate any restriction transfer; and fied in s.408.108 (1)or (2).
4. The requested transfer will otherwibe efective and  History: 1997 a. 297
rightful. S )
(3) A person whdransfers an uncertificated security to apur308-110 Applicability; choice of law . (1) The local lawof
chaseffor value and does not originate an instruction in connef€ iSsuefs jurisdiction, as specified in suld), governs:
tion with the transfer warrants that: (&) The validity of a security;
(a) The uncertificated security is valid,; (b) The rights and duties of the issuer with respect to registra

(b) There is no adverse claim to the security; tion of transfer;

(c) The transfer does not violate any restriction on transfer; and(C) The efectiveness of registration of transfer by the issuer;
(d) The transfer is otherwisefeétive and rightful. (d) Whether the issuer owes any duties to an adverse claimant

(4) A person who endorsessecurity certificate warrants toto a security; and . .
theissuer that: (e) Whether an adverse claim can be asserted against a person

(2) There is no adverse claim to the security: and to whom transfer of a certificated or uncertificated security is reg

i X isteredor a person who obtains controlaf uncertificated seeu
(b) The endorsement isfegtive. rity.

(5) A person who originates an instruction for registratibn  (2) Thelocal law of thesecurities intermediary’jurisdiction,
transferof an uncertificated security warrants to the issuer thagisspecified in sub(5), governs:

(@) The instruction is tdctive; and (@) Acquisition of a security entitlement from the securities
(b) At the time the instructionl is prgsented to the issuer the pimtermediary;
chasewill 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 out of a security entitlement;

tion of transfer or for payment or exchange warrants to the issuefc) Whether the securities intermediary owes any duties to an
thatthe person is entitled to the registration, payment or exchanggverseclaimant to a security entitlement; and

buta purchasefor value and without notice of adverse claims to (d) Whether an adverse claim can be asserted against a person
\ll(vhon? t:jansffer IS reglstt?]req wglrrgntstonly that the personnréasmo acquiresa security entitlement from the securities intermedi
nowledgeor any unauthorized signature in a necessary €ndorge, or 3 person who purchases a security entittement or interest

ment. thereinfrom an entittement holder

(73 If a person acts as agent 9(; a”f’the; ";]de”‘.’erwlm' (3) Thelocal law of the jurisdiction in which a securitgrtifi-
catedsecurity to a purchasethe identity of the principal Was ¢aeig |ocated at the time of delivery governs whether an adverse

o . at
knownto the person to whom the certificate was delivered, and @]ﬁim can be asserted against a person to whom the security certifi
certificatedelivered by the agent wasceived by the agent from _otais delivered.

the principal or received by the agendm another person at the 4) In thi tion. “issués iurisdiction” thizirisdi
directionof the principal, th@erson delivering the security certif tior(l Jn dner vlvsh?cehctlr?en’iséiseur ofj%résslecc:?rﬂy ?;‘;a“.”zse q gjrri:‘spclscr:
icatewarrants only that the delivering person has authoriacto mitted by the law of that jurisdiction, the law of another jurisdic

for the principal and does not knafvany adverse claim to the eer . s : - :
tificated security tion specified by the issueAn issuer aganized under the law of
d h deli . - this state may specify the law of another jurisdiction as the law
(8) A secured party who redelives security certificate overningthe matters specified in sufi) (b)to (e).
received,or after payment and on order of the debtor delivers tHe . . . L L
(5) Thefollowing rules determine a “securities intermediary

securitycertificate to another person, makes only the warranties\™s. =~ f f thi > 2
of an agent under Sui). JUrisdiction” for purposes of this section:

(9) Exceptas otherwise provided in su), a broker acting (a) If an agreement between the securities intermediary and its

for a customer makes to the issuer and a purchaser the warraﬁﬁé'é!ementhOIder governing the securities account expressly

providedin subs(1) to(6). A broker that delivers a security certif pro'\/lde_stz_att.a p?rtlcular JunSd'?tt'r?.n IS ttt)wehsei:g_rltlaﬁa rrFed+
icateto its customeror causes its customer to be registered as ti Sﬂfgﬁ Izllonthort pumgse{s ot tlﬁ subc a.?. IS ‘i ap e(;qr ,
owner of an uncertificated securjtynakes to the customer the® S.d' 10411, that jurisdiction is the securities intermediary
warrantiesprovided in sub(1) or(2), and has the rights and privi Jurisdiction.
legesof a purchaser under this section. The warranties of and in(P)_If par (a) does not apply and an agreement between the
favor of the broker acting as an agent are in addition to applicaBgeurities intermediary arits entitlement holder governing the
warrantiesgiven by and in favor of the customer securitiesaccount expressly providésat the agreement is gov
History: 1997 a. 297 ernedby the law of a particular jurisdiction, that jurisdiction is the
securitiesintermediarys jurisdiction.
408.109 Warranties in indirect holding. (1) A person (c) If neither par(a) nor par (b) applies and an agreement
who originates an entitlement order to a securities intermedidsgtweenthe securities intermediary and its entittement holder
warrantsto the securities intermediary that: governingthe securities account expressly provides that the secu
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rities account is maintained at arficé in a particular jurisdiction, (3) If signatures on a security certificate adeitted or estab
thatjurisdiction is the securities intermediayurisdiction. lished,production of the certificate entitles a holder to recaver

(d) If none of pars(a) to (C) app”es, the securities intermedi it unle'_ss_ the defendant_ establishes a defense or a defect going to
ary’s jurisdiction is the jurisdiction in which thefafe, identified the validity of the security
in an account statement as thiécefserving the entittement held  (4) If it is shown that a defense or defect exists, the pfaiatif
er'saccount, is located. the burden of establishing that the plaihtf some person under

(e) If none of pars(a) to (d) applies, the securities intermedi Whomthe plaintif claims is a person against whom the defense or
ary’s jurisdiction is the jurisdiction in which the chief executivedefectcannot be asserted.
office of the securities intermediary is located. History: 1997 a. 207

(6) A securities intermediary’jurisdiction is not determined 408.115 Securities intermediary and others not liable
by the physical location of certificates representing financigh adverse claimant. A securities intermediary that has trans
assetsor by thejurisdiction in which is ayanized the issuer of the ferred a financial asset pursuant to deative entitlement order
financial asset with respect to which an entitlement holder hagga proker or other agent or bailee that has dealt with a financial
securityentitlement, or byhe location of facilities for data pro assetat the direction of its customer or principal, is not liable to
cessingor other record keeping concerning the account. aperson having an adverse claim to the financial asset, unless the
History: 1997 a. 2972001 a. 10 securitiesintermediaryor broker or other agent or bailee:
(1) Tookthe action after it had been served with an injunction,
Hgstrainingorder or other legal process enjoining it from dogstg
iISsuedby a court of competent jurisdiction, and had a reasonable
tion is efective even if the rule conflicts with ch&01to 411 and lopptlartunltytq act on the injunction, restraining order or other
affectsanother party who does not consent to the rule. egalprocess, or ) ) o
History: 1997 a. 297 (2) Acted in collusion with the wrongdoer in violating the
rights of the adverse claimant; or
408.112 Creditor’'s legal process. (1) The interest of a (3) In the case of a security certificate that has been stolen,
debtorin a certificated security may be reached by a creditlyr  actedwith notice of the adverse claim.
by actual seizure of the security certificate by tHecef making History: 1997 a. 297
the attachment or leyyexcept as otherwise provided in s(b. . . .
However,a certificated security for which the certificate has bedtP8-116 ~ Securities intermediary as purchaser for

surrenderedo theissuer may be reached by a creditor by leg¥f!ue- A securities intermediary that receives a financial asset
procesupon the issuer andestablishes a securigntitement to the financial asset in favor

f an entitlement holder is a purchaser for value of the financial
sset. A securities intermediary that acquires a security entitle
entto a financial asset from another securifieermediary

408.111 Clearing corporation rules. A rule adopted by a
clearingcorporation governing rights and obligations among t
clearingcorporation and its participants tine clearing corpora

(2) The interesbf a debtor in an uncertificated security ma
be reached by a creditor only by legabcess upon the issuer a

its chief executive dice in the United States, except as otherwis cquiresthe security entitlement for value if the securities inter

providedin sub.(4). mediaryacquiring the security entitlement establishes a security

(3) Theinterest of a debtor in a security entitlement may h&tjtlementto the financial asset in favor of an entitlement holder
reachedoy a creditor only by legal process upon the securitieSyistory: 1997 a. 297

intermediarywith whom the debtds securitiegiccount is main
tained,except as otherwise provided in s(b.

(4) Theinterest of a debtor in a certificated security for which
the certificate is in the possession of a secured partyn an
uncertificatedsecurity registered in the name of a secured party
or a security entittement maintained tine name of a secured

SUBCHAPTERII
ISSUE AND ISSUER

party, may be reached by a creditor by legal process upon (He8-201 Issuer. (1) With respect to an obligation on or a
securecparty defensdo a securityan ‘issuer |ncIUQes a person that: .
(5) A creditor whose debtor is the owner of a certificateri (a) Places or authorizes the placing of its name on a security

aﬁ?rtificate,other than as authenticating trustee, regigiransfer

rity, uncertificated security or security entitlement is entitled to ) . >t .
&gentor thelike, to evidence a share, participation or other interest

from a court of competent jurisdiction, by injunction or otherwisé&®. ; . . .
in reaching the certificated securityncertificated security or I ItS Property or in an enterprise, or to evidencelity to perform
securityentitiement or in satisfying the claim by means allowe@ obligation represented by the certificate; o

at law or in equity in regard to property that cannot readily be (b) Creates a share, participation or other interest in its prop
reachecby other legal process. erty or in an enterprise, or undertakes an obligation, thahis

History: 1997 a. 297 uncertificatedsecurity;
(c) Directly or indirectly createa fractional interest in its
408.113 Statute of frauds inapplicable. A contract or rightsor propertyif the fractional interess represented by a secu
modificationof a contract for the sale or purchase of a securityrisy certificate; or
enforceablewhether or not there is a writing signedrecord (d) Becomes responsible far in placeof, another person
authenticated by a party against whom enforcement is sougdiscribechs an issuer in this section.
evenif the contract or modification is not capable of performance (2) With respect to an obligation ar defense to a security

W'ﬁg{grqnfggfzrzg];'ts making. aguarantor is an issuer to the extent of its guararitgther or not
y: e its obligation is noted on a security certificate.

408.114 Evidentiary rules concerning certificated (3) With respect ta registration of a transfefissuer” means
securities. The following rules apply in an action on a certifi @ P€rson on whose behalf transfer books are maintained.
catedsecurity against the issuer: History: 1997 a. 297

(1) Unlessspecifically denied in the pleadings, each signatumdg.202 Issuer’s responsibility and defenses; notice
on a security certificate or ia necessary endorsement is admittedf defect or defense. (1) Even against a purchaser for value

(2) If the efectiveness of a signature is put in issue, the burdand without notice, the terms of a certificated security include
of establishing ééctiveness is on the party claiming underdige termsstated orthe certificate and terms made part of the security
nature but the signature is presumed to be genuine or authorizgreference on the certificate to another instrument, indenture or
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documenr to a constitution, statute, ordinance, rubgulation, (1) Thesecurity is certificated and the restrictismoted con
orderor the like, to the extent that the terms referred to do net capicuouslyon the security certificate; or
flict with terms stated on the certificate. A reference under this(2) Thesecurity is uncertificated and the registered ovinasr
subsectiondoes not of itself chge a purchaser for value with beennotified of the restriction.
noticeof adefect going to the validity of the secuyigwen if the  History: 1997 a. 297
certificateexpressly states that a person accejitiagmits notice.
Theterms of an uncertificated securiticlude those stated in any408.205 Effect of unauthorized signature on  security
instrument,indenture or document or in a constitution, statutégrtificate. An unauthorized signature placed on a security cer
ordinancerule, regulation, order or the like, pursuant to which tHéficate before or in the course of issue is faefive, but the signa
securityis issued. ture is efective in favor of gourchasefor value of the certificated
(2) Thefollowing rules apply if an issuer asserts that a secur@ﬁcur'ty'f.the purchaser is without notice of the lackaathority
is not valid: dthe signing has been done by:
(a) A security other than one issued by a government or ggy (1) An authenticating trustee, registraansfer agent or other
ernmentalsubdivision, agency anstrumentality even though person entrusted by the issuer with the signing of the security cer

issuedwith a defect going to its validitys valid in the hands of icate or of similar security certificates, or the immediptepa

a purchaser for value and without noticetloé particular defect rationfor signing of any of t.hem, or .
unlessthe defecinvolves a violation of a constitutional provision,  (2) An employee of the issueor ofany of the persons listed
In that case, the security is valid in the hands of a purclfmser'.”.SUb'(l)' entrusted with responsible handling of the security cer
valueand without notice of the defect, other than one takes t|f|clate..

by original issue. History: 1997 a. 297

(b) Paragrapk@) applies to an issuer that is a government @0g.206 Completion or alteration of security — certifi -
governmentasubdivision, agency or instrumentaldgly if there cate. (1) If a security certificate contains the signatures neces
hasbeensubstantial compliance with the legal requirements goyaryto its issue or transfer but is incomplete in any other respect:
erningthe issue othe issuer has received a substantial consider (@) Any person may complete it by filling in the blanks as
ation for the issue aa whole or for the particular security and &uthorized:and

statedpurpose of the issue is one for which the issuer has power(b) Even if the blanks are incorrectly filled in, the security cer

to borrow money or issue the security tificate as completed is enforceable by a purchaser who took it for
(3) Exceptas otherwise provided §1408.205 lack of gent  valueand without notice of the incorrectness.

inenessof a certificated security is a complete defers&sn  (2) A complete security certificate that has been improperly
againsta purchaser for value and without notice. altered, even if fraudulently remains enforceable, but only
(4) All other defenses of the issuerafecurity including accordingto its original terms.
nondeliveryand conditional delivergf a certificated securitare History: 1997 a. 297
ineffectiveagainst a purchaser for value who has taken the certifi
catedsecurity without notice of the particular defense. 408.207 Rights and duties of issuer with respect to
(5) This section does notfakt the right of a party to cancel a'égistered owners. (1) Before duepresentment for registra
contractfor a security “whenas and if issued” or “when distrib tion of transfer of a certificated security in registered form or of

uted” in the event of a material change in the character of the se%ﬂtinjtr”di(?tn trk(‘eqpesting regijstra:ion tOf t{ansfer Otf ant lthr]wcertifi
rity that is the subject of th@ntract or in the plan or arrangemenfa edsecurity the ISsuer or indenture trustee may treat theregis
eredowner as the person exclusively entitled to vote, receive

pursuanto which the security is to be issued or distributed. P > : X
o . . . notifications,and otherwise exercise all the rights and powers of
(6) If a security is held by a securities intermediary againgf, owner

whom an entitlement holder has a security entitlement wit . - .
: : (2) Thischapter does notfett the liability of theregistered
respecto the securitythe issuer maxot assert any defense tha wnerof a security for a call, assessment or the like.

theissuer could not assert if the entitlement holder held the se Yiistory: 1997 a, 207
rity directly. ' T

History: 1997 a. 297 408.208 Effect of signature of authenticating trustee,
. registrar or transfer agent. (1) A person signing a security
408.203 Staleness as notice of defect or defense. ~ After e rificateas authenticating trustee, registteansfer agent or the
anact or event, other than a call that has been revoked, creafigg arrants to a purchaser for value of the certificated security
aright to immediate performance of the principal obligation refr the purchaser is without notice of a particular defect, that:
resentecby a certificated securitgr setting a date on or after (a) The certificate is genuine:

which the security is to be presented or surrendered for redemp(b) The persors own participation in the issue of the security

tion or exchange, a purchaser is deat with notice of any defect . \>/ . . L
in its issue or ge%enge of the issuBthe act or event: y is within the persors capacity and within the scope of the author

(1) Requires the payment of monglye delivery of a certi ity received by the person from the issuer; and
cated security the registratiorof traﬁsfer of an uncertificated (c) The person has reasonable grounds to believe that the cer

; : jficated security is in the form andithin the amount that the
security,or any of them on presentation or surrender of the- seiestueris authorized to issue.

rity certificate, the money or security is available on the date ) _
for payment or exchange, and the purchaskes the security , (2) Unlessotherwise agreed, a person signing under Eyb.
morethan one year after that date: or doesnot assume responsibility for the validity of the security

herr .
(2) Is not covered by sull) andthe purchaser takes the secuOtHf;‘mfj?ﬂ‘jgsa_ 207

rity more than 2 years after the date set for surrender or presenta
tion or the date on which performance became due. 408.209 Issuer’ s lien. A lien in favor of an issuer upon a €er
History: 1997 a. 297 tificated security is valid against a purchaser only ifrigat of the

) L issuerto the lien is notedonspicuously on the security certificate.
408.204 Effect of issuer 's restriction on transfer . A History: 1997 a. 297

restrictionon the transfer of a security imposed by the isgwen
if otherwise lawful, is inééctive against a person without knewl 408.210 Overissue. (1) In this chapter‘overissue”means
edgeof the restriction unless: theissue of securities in excess of the amount that the issuer has
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corporatepower to issue, but an overissue does not occur if appro (2) In addition to acquiring the rightsf a purchasem pre

priateaction has cured the overissue. tectedpurchaser also acquires its interest in the security free of any
(2) Exceptas otherwise provided in sul§8) and(4), the pre ~ adverseclaim.

visionsof this chapter whickalidate a security or compel its issue History: 1997 a. 297

or reissue do natpply to the extent that validation, issue or reisSUR o 204 Endorsement. (1) An endorsement may be in

would result in overissue. ; . -
(3) If an identical security nabnstituting an overissue is rea blank or special. An endorsement in blank includes an enedorse
4 9 mentto bearer A special endorsement specifies to whom a-secu

sonablyavailable for purchase, a person entitlessae or valida is 6 he transferred or who has power to transfer it. A holder
tion may compel the issuer to purchase the security and del'v%gyconvert a blank endorsement to a special endorsement.

if certificated or register its transfer if uncertificated, against sur )
9 9 (2) An endorsement purporting to be only an endorsement of

renderof any security certificate the person holds. rt of a security certificateepresenting units intended by the

S ) a
(4) If a security is not reasonably available for purchase;a p%':sueno be separately transferable ifeefive to the extent of the
sonentitled to issue oralidation may recover from the issuer theendorsement

pricethat the person or the lgairchaser for value paid for it with (3) An endorsement, whether speialin blank, does not

interestfrom the date of the persendemand. , i e S
History: 1997 a. 297 P constitutea transfer until delivery of the certificate on which it

appears orif the endorsement is on a separate document, until
delivery of both the document and the certificate.

SUBCHAPTERIII (4) If a security certificate in registered form has been deliv
eredto a purchaser without a necessary endorsemenputhe

TRANSFER OF CERIFICATED AND chasemay become a protectpdrchaser only when the endorse
UNCERTIFICATED SECURITIES mentis supplied. Howeveragainst a transferoa transfer is

complete upon delivery andhe purchaser has a specifically

. . . . enforceableaight to have any necessary endorsement supplied.
408.301 Delivery. (1) Delivery of a certificated security to a (5) An endorsemenof a security certificate in bearer form

purchaseoccurs when: . : . o -
The purchaser acauires possession of the securit cerﬁﬂi)ay give notice of an advermlm_ to th_e certificate, but it does
@) P q p y t otherwise dect aright to registration that the holder pos

cate; o o sesses.

(b) Another person, othéhan a securities intermediasfther @) |njessotherwise agreed, a person making an endorsement
acquirespossession of the security certificate on behalf of the pujsgmesnly the obligations provided in 408.108and notan
chaseror, having previouslhacquired possession of the cetfi obligationthat the security will be honored by the issuer
cate,acknowledges that it holds for the purchaser; or History: 1997 a. 297

(c) A securities intermediary acting on behalf of the purchaser
acquirespossession dhe security certificate, only if the certifi 408.305 Instruction. (1) If an instruction has been origi

cate is in registered form and is: natedby an appropriate person histincomplete in any other
1. Registered in the name of the purchaser; respectany person may completeais authorized and the issuer
2. Payable to the order of the purchaser; or may rely on it as completed, even though it has been completed

. . incorrectly.

3. Specially endorsed to the purchaser by dectve . S .
endorsemenand has not been endorsedhe securities interme __(2) Unlessotherwise agreed, a person initiatingi@struction
diary or in blank assume®nly the obligations imposed by 408.108and not an

) obligationthat the security will be honored by the issuer

(2) Delivery of an uncertificated security to purchaser History: 1997 a. 297

occurswhen:
(a) The issuer registers the purchaser as the registered, own8.306 Effect of guaranteeing signature, endorse -
uponoriginal issue or registration of transfer; or ment or instruction. (1) A person who guarantees a signature

(b) Another person, othéhan a securities intermediagjther  of an endorser of a security certificate warrahés at the time of
becomesthe registered owner of the uncertificated security SIgning:
behalfof the purchaser phaving previously become the regis  (a) The signature was genuine;
teredowner acknowledges that it holds for the purchaser (b) The signer was an appropriate person to endorséttee
History: 1997 a. 2972001 a. 10 signatureis by an agent, thegent had actual authority to act on

408.302 Rights of purchaser . (1) Except as otherwise pro behalfofhthe_approts) rlatle pelrson; a_nd .
vided in subs(2) and(3), a purchaser of a certificated or uncertifi  (€) The signer had legal capacity to sign. o
catedsecurityacquires all rights in the security that the transferor (2) A person who guarantees a signature of the originator of

hador had power to transfer aninstruction warrants that at the time of signing:
(2) A purchaser of imited interest acquires rights only to the (&) The signature was genuine;
extentof the interest purchased. (b) The signerwas an appropriate person to originate the

(3) A purchaser of a certificated security who as a previoifstruction,or, if the signature is by an agent, the agent had actual
holderhad notice of an adverse claim doesimprove its position authorityto act on behalf of thappropriate person, if the person

by taking from a protected purchaser spe_cifiedin the instruction as the registered owner was, in fact, the
History: 1997 a. 2972001 a. 10 registered owneas to which fact theignatureguarantor does not
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 warrantigfsa 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 securitystructionis presented to the issuer:

and (&) The person specified in the instruction as the registered
(c) Obtains control of the certificated or uncertificated secownerof the uncertificated security will be the registered owner;

rity. and
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(b) The transfeof the uncertificated security requested in thd08.402 Assurance that endorsement or instruction is
instructionwill be registered by the issuer free from all liens, seceffective. (1) In this section:
rity interests, restrictions and claimther than those specified in (a) “Guaranty of the signature” means a guaranty signed by or
theinstruction. on behalf of a person reasonably believed by the issuer to be
(4) A guarantor under subd) and(2) or a special guarantor responsible. An issuer may adopt standardsth respect to
undersub.(3) does not otherwisearrant the rightfulness of the responsibilityif they are not manifestly unreasonable.
transfer. (b) “Appropriate evidence of appointment or incumbency”
(5) A person who guarantees an endorsement of a security ceeans:
tificate makes the warranties of a signature guarantor under sub. 1. |n the case of a fiduciary appointedqualified by a court,
(1) and also warrants the rightfulness of the transfer in all respegtgertificate issued by or under the direction or supervision of the
(6) A person who guarantees an instruction requesting theurtor an oficer thereof and dated within 60 days before the date
transferof an uncertificated security makes tharranties of a of presentation for transfer; or
specialsignature guarantor under siB) and also warrants the 2. In any other case, a copy ofdacument showing the
rightfulnessof the transfer in all respects. appointmenbr a certificatéssued by or on behalf of a person-rea
(7) An issuer may not require a special guarantyigature, sonablybelieved by an issuer to be responsibjeérotheabsence
aguaranty of endorsement or a guaranty of instruction as a cordithat document or certificate, otheridence that the issuer rea
tion to registration of transfer sonablyconsiders appropriate.
(8) Thewarranties under thigection are made to a personrtak (1m) An issuer may require the following assurance ¢aat
ing or dealing with the security in reliance on thmrantyand the necessargndorsement or each instruction is genuineaado
guarantoris liable to the person for logesulting from their rized:
breach. An endorser or originator of an instruction whose signa (a) In all casesa guaranty of the signature of the person-mak
ture, endorsement or instruction has been guaranteed is liabléni an endorsement or originating an instruction including, in the
aguarantor for any loss dafed by theguarantor as a result of caseof an instruction, reasonable assurance of identity;

breachof the warranties of the guarantor (b) If the endorsement is made or the instruction is originated
History: 1997 a. 267 by an agent, appropriate assurance of actual authority to sign;
408.307 Purchaser’s right to requisites for registra - (c) If the endorsement is made or the instruction is originated

tion of transfer . Unless otherwise agreed, the transferor of Ry a fiduciary pursuant to 408.107 (1) (dpr(e), appropriatevi
securityon due demand shall supply the purchaser with proof éenceof appointment or incumbency;

authorityto transfer or with any other requisite necessary to obtain(d) If there is morehan one fiduciaryreasonable assurance
registrationof the transfer of the securityut if the transfer is not thatall who are required to sign have done so; and

for value, a transferor negubtcomply unless the purchaser pays (e) If the endorsement is made or the instruction is originated
thenecessary expenses. If the transferor fails within a reasonajjiea person not covered by another provision of this subsection,
time to comply with the demand, the purchaser may reject @ssuranceppropriate to the caserresponding as nearly as may

rescindthe transfer beto the provisions of this subsection.
History: 1997 a. 297 (2) An issuer may elect to require reasonable assurance
beyondthat specified in this section.
SUBCHAPTERIV History: 1997 a. 297

408.403 Demand that issuer not register transfer .

(1) A person who is an appropriate persomtake an endorse

. . mentor originate arinstruction may demand that the issuer not

408.401 Duty of issuer to register transfer . (1) Ifacer yagistertransfer of a security by communicating to the issuer a

tificated security in registered form is presented to an issuer Wﬁificaﬁon that identifies the registered owner and the issue

arequest to register transfer or an instruction is presented to,@{jch, the security is a part and provides an address for cemmu

issuerwith a request to register transfer of an uncertificated-seGljcationsdirected to the person making the demand. The demand

rity, the issuer shall register the transfer as requested if: s efiective only if it is received by the issuer at a time and in & man

~ (&) Under the terms of the security the person seeking registiar affording the issuer reasonable opportunity to act on it.

tion of transfer is eligible to have the security registered in its (2) f g certificated security iregistered form is presented to

name, ) o ) anissuer with aequest to register transfer or an instruction is pre
(b) The endorsement or instruction is made byeghyaropriate sentedo an issuewith a request to register transfer of an uncertif

personor byan agent who has actual authority to act on behalfightedsecurity after a demand that the issuer not registesfer

REGISTRATION

the appropriate person; hasbecome déctive, theissuer shall promptly communicate to
(c) Reasonable assurance is given that the endorsementhe person who initiated thdemand at the address provided in the
instructionis genuine and authorized unde#88.402 demandand to the person who presented the security for registra
(d) Any applicable law relating to the collectiontakeshas tion of transfer or initiated the instruction requesting registration
beencomplied with; of transfer a notification stating that:
(e) The transfer does not violate any restriction on transfer (&) The certificated securityas been presented for registration
imposedby the issuer in accordance with68.204 of transfer or the instruction for registration of transfertha

() A demand that the issuer not register transferrmas Uncertificatedsecurity has been received;
becomeefiective under s408.403 or the issuer has complied with (b)) A demand that the issuer not register transfer had pre
s.408.403 (2)but no legal process indemnity bond is obtained Vviously been received; and
asprovided in s408.403 (4)and (c) The issuer will withhold registration of transfer for a period
(g) The transfer is in facightful or is to a protected purchaser_of_t_ime stated in the notification in _order to pr_ovide the person who
(2) If an issuer is under a duty to register a trarsffersecu  iNitiatedthe demand an opportunity to obtain legal process or an
rity, the issuer is liable taperson presenting a certificated secdndemnitybond.

rity or an instruction for registration or to the persgurincipatfor (3) The period described in suk2) (c) may not exceed 30

lossresulting from unreasonable delay in registration or failure @aysafter the date of communication of the notification. A shorter

refusalto register the transfer periodmay be specified by the issuer if it is not manifestly unrea
History: 1997 a. 297 sonable.
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(4) Anissuer is not liable to a person who initiated a dematidhe after the owner has noticeibfind the issuer registers a trans
that the issuer not register transfer for any loss the persienssuffer of the security before receiving notification, the owner maty
as a resultof registration of a transfer pursuant to afeefve assertagainst the issuer a claim for registerihg transfer under
endorsementr instruction if the person who initiated the demangl.408.404or a claim to a new security certificate undet08.405
doesnot, within the time stated in the issi'ecommunication,  History: 1997 a. 297
either:

(a) Obtain an appropriatestraining ordelinjunction or other 408.407  Authenticating _ trustee, transfer agent and

S e .~ registrar. A person acting as authenticating trustee, transfer
processirom a court of competent jurisdiction enjoining the iSSUg{yany registrar or other agent for an issirethe registration of a
from reg!sterl_ng the Fransfer, o_r ) o ) transferof its securities, in the issue of new security certificates or
_(b) File with the issuer an indemnity bond, faiént inthe yncertificatedsecurities, or in the cancellation of surrendered
issuer'sjudgment to protedhe issuer and any transfer agent; regecuritycertificates has the same obligation to the holder or owner
istraror other agent of the issuer involved from any loss it or they 5 certificated or uncertificated secunitjth regard to the partic
may suffer by refusing to register the transfer ular functions performed as the issuer laeegard to those func

(5) This section does not relieve an issuer from liability fotions.
registeringtransfer pursuant to an endorsement or instruction thasistory: 1997 a. 297
wasnot efective.

History: 1997 a. 297 SUBCHAPTERV

408.404 Wrongful registration. (1) Except as otherwise
providedin s.408.406 an issuer is liable for wrongful registration

of transfer if the issuer has registered a transfer of a security tz? % . . I .
person not entitled to it, and the transfer was registered: 08.501 Securities account; acquisition of security

; : ; .. entitlement from securities intermediary . (1) In this chap
(@) Pursuant to an irfeftive endorsement or instruction; ter, “securities account” means an accountvtuch a financial

(b) After a demand that the issuer not register transfer becagagejs or may beredited in accordance with an agreement under
effectiveunder s408.403 (1)and theissuer did not comply with \yhich the person maintaining the account undertaiéeat the
$.408.403 (2) ) ) o . personfor whom the account is maintained as entitled to exercise

(c) After the issuer hadeen served with an injunction,therights that comprise the financial asset.
restrainingorder or other legal process enjoining it from register (2) Exceptas otherwise provided in sulfs) and(5), a person
'Eg the traﬂsfgnssueday ablcourt of competent J”r'Sdr']Ct'.or." andycquiresa security entitlement if a securities intermediary:
theissuer had a reasonable opportunity to act on the INjunction, 5y |gicates by book entry that a financial asset has been cred
restrainingorder or other legal process; or ite(g tZ) the persosysecurities)giccount;

(d) By an Issuer a_ctl_ng in collusion with the WfOngdoer (b) Receives a financial asset from the person or acquires a

(2) Anissuer that is liable for wrongful registrationtrnsfer financial asset for the person and, in either case, accepts it for
undersub.(1) on demandhall provide the person entitled to thgeditto the persos’ securities account; or
securitywith a like certificated or uncertificatescurity and any (c) Becomes obligated under other Jaegulationor rule to
paymentsor distributionghat the person did not receive as a res‘ﬂ?edita financial asset to the perspsecurities account

of the wrongful registration. If an overissue would result, the issu "

er's liability to provide the person with a like security is governed, (3) If @ condition of suli2) has been meg, person has a secu

by s.408.210 rity entitlement even though the securities intermediary does not
itself hold the financial asset.

heI(4) If a securities intermediary holds a financial asset for

anotherperson, and the financial asset is registered in the name of,

payableto the order of, or specially endorsedte other person,

and has not been endorsed to the securities intermediairy or

blank, the other person is treated as holding the financial asset

directly rather than as having a security entitlement with respect

408.405 Replacement of lost, destroyed or wrongfully to the financial asset.

taken security certificate. (1) If an owner of a certificated  (5) Issuanceof a security is not establishment of a security

security,whether in registered or beaferm, claims that the cer entitlement.

tificate has been lost, destroyed wrongfully taken, the issuer History: 1997 a. 297

shallissue a new certificate if the owner:

(a) Sorequests before the issuer has notice that the cert'f'cf‘;}lgs'so2 Assertion of adverse claim against entitle -
hasbeen ac?qL:Jired by a protecl:tetlij purchasell" MCHENt holder. An action based on an adverse claim to a financial

. ; g y . ; assetwhether framed in conversion, replevin, constructive trust,
(b) Files with the issuer a digient indemnity bond; and  gquitablelien or other theorymay notbe asserted against a person
~ (c) Satisfies other reasonable requirements imposed by higo acquires a security entitlement undel8.501for value and
Issuer. without notice of the adverse claim.
(2) If, afterthe issue of a new security certificate, a protectedHistory: 1997 a. 297
purchasenof the original certificate presents it for registration oég
transfer,the issuer shall register the transfer unless an overis - oS .
would result. In that case, the isssdiability is governed by s. 1hancial asset held by securities intermediary . (1) To
e extent necessary for a securities intermediargatisfy all

408.210 In addition to any rights on the indemnity bond, an issug} : . . . X X
may recover the new certificate from a personmoom it was ecurityentitlements with respect to a particular financial asset, all

: - interestdn that financial asset held by the securities intermediary
gjﬁ;?sre?ny person taking under that person, except a pmtecg‘]_f‘tgheld by the securitisatermediary for the entitlement holders,

History: 1997 a. 297 arenot property of the securities intermedjaayd are not subject

to claims of creditors of the securities intermediaycept as
408.406 Obligation to notify issuer of lost, destroyed otherwiseprovided in s408.511
or wrongfully taken security certificate. If a securitycertif- (2) An entitlement holdés property interest witrespect to a
icatehas been lost, apparently destroyedimangfully taken, and particular financial asset under sufl) is a prorated property
the owner fails to notify the issuer of that fact within a reasonahileterestin all interests in that financial asset held by the securities

SECURITY ENTITLEMENTS

(3) Exceptas otherwise provided in suft) or in a law relating
to the collection of taxes, an issuer is not liable to an owner or ot
personsufering loss as a resulf the registration of a transfer of
a security if registration wasnade pursuant to anfe€tive
endorsemendr instruction.

History: 1997 a. 297

.503 Property interest of entitlement holder in
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intermediary,without regard tc¢he time the entitlement holder (a) Thesecurities intermediary acts with respect to the duty as
acquiredthe security entitlement or the time the securities-inteagreedupon by the entitiement holder and the securitiessme
mediaryacquired the interest in that financial asset. diary; or

(3) An entitlement holdes property interest withespecttoa  (b) In the absencef agreement, the securities intermediary
particularfinancial asset under sufl) may be enforced againstexercisesdue care in accordance with reasonable commercial
the securities intermediary only by exercise of the entitlemestandardgo attempt to obtain the payment or distribution.
holder’srights under s408.505to 408.508 (2) A securities intermediary is obligatéd its entitlement

(4) (a) An entitlement holdés property interest with respectholderfor a payment or distribution made by the issfex finan
to a particular financial asset under s@b) may be enforced cial asset ithe payment or distribution is received by the securi

againsta purchaser of the financial asset or interest therein ofigs intermediary
if: History: 1997 a. 297

1. Insolvency proceedings have been initiated by or agairzﬁngOG Duty of securities intermediary to  exercise
the securities |nt§r_me_d|ary, . L rights as directed by entitlement holder . A securitiesnter
2. The securities intermediary does not havéi@eft inter  megiaryshall exercise rights with respect to a financial asset if

estsin the financial asset to satisfy the security entitlemerti of gjrectedto do so by an entitlement holdek securities intermesli
of its entitlement holders to that financial asset; ary satisfies the duty if:

3. The securities intermediary violated its obligations under (1) The securities intermediary acts with respedh®duty as

s.408.504by transferring the financial asset or interest therein fgyreedupon by the entitlement holder and the securitissme
the purchaser; and diary; or

4. The purchaser is not protected under &jo. (2) In the absence of agreement, the securities intermediary
(b) The trustee or other liquidatcacting on behalf of all eitherplaces the entitlemeihiblder in a position to exercise the
entitlementholders having security entitlements with respeet torights directly or exercises due care in accordance with reasonable
particularfinancial asset, may recover the financial asset, or inteommercialstandardgo follow the direction of the entitlement
esttherein, from the purchaself the trustee or other liquidator holder.
electsnot to pursue that right, an entitiement holder whose-secuHistory: 1997 a. 297
rity entittement remains unsatisfied has the right to recitser - ] )
interestin the financial asset from the purchaser 408.507 Duty of securities intermediary to comply
(5) An action based on the entitlement holdgropertyinter Wit entitiement order . (1) A securities intermediarghall
estwith respect to a particular financial asset under &1, COMPlywith an entitlemenorder if the entitiement order is origi
whetherframed in conversion, replevin, constructive trust, €q iatedby the appropriate person, the securities intermediary has

: : ad reasonable opportunity to assure itself that the entitlement
tablelien, or other theorymay not be asserted against any PUGrderis genuine and authorized, and the securities intermediary

chaserof a financialasset or interest therein who gives valu - > .
obtainscontrol, and does not act in collusion with tﬁe securiti%s‘;’lg‘ ehradA ;%ii?ﬂ;gl?n?eeﬁermgg chdrg]fi)éys mzhdt{:g/ ﬁptltlement

intermediaryin violating thesecurities intermediary’obligations

unders. 408 504 (a) Thesecurities intermediary acts with respect to the duty as
Histo,y': 1997 a. 297 agreedupon by the entitlement holder and the securititssme
diary; or
408.504 Duty of securities intermediary to maintain (b) In the absencef agreement, the securities intermediary

financial asset. (1) A securities intermediary shall promptlyexercisesdue care in accordance with reasonable commercial
obtainand thereafter maintain a financial asset in a quantity-corgéandardso comply with the entitlement order
spondingto the aggregate of all security entitlements it has estab (2) If a securities intermediary transferfrancial asset pur
lishedin favor of its entittement holders with respect to that finasuantto an inefective entittement ordethe securities intermedi
cial asset. The securities intermediary may maintain thosary shall reestablish a security entitlement in favor of the person
financial assets directly or through onerapre other securities entitledto it, and pay or credit any payments or distributions that
intermediaries. the person dichot receive as a result of the wrongful transfér

(2) Exceptto the extent otherwise agreed by its entitleme#fie securities intermediary does not reestablish a security entitle
holder,a securities intermediary may not grant any security-intépent,the securities intermediary is liable to the entitlenheder

estsin a financialasset it is obligated to maintain pursuant to sufpr damages.
(2). History: 1997 a. 297

3) A securltl_gs mtermedla.lry satlsf|e§ the duty in gbif: 408.508 Duty of securities intermediary to change

(a) Thesecurities intermediary acts with respect to the duty agtittlement holder 's position to other form of security
agreedupon by the entitlement holder and the securiti|ssme  holding. A securities intermediary shall act at the direction of an
diary; or entitiementholder to change a security entittement into another

(b) In the absencef agreement, the securities intermediargvailableform of holding for which the entitlement holder is eligi
exercisesdue care in accordance with reasonable commerdidé, or to cause the financial asset to be transferred to a securities
standardgo obtain and maintain the financial asset. accountof the entitlemenholder with another securities interme

(4) This section does not apply to a clearing corporation tH#gry- A securities intermediary satisfies the duty if:
is itself the obligor of an option @imilar obligation to whichits (1) The securities intermediary acts as agreed uporhby

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

to payments and distributions. (1) A securitiesntermedi History: 1997 a. 297

ary shall take action to obtain a payment or distribution made by

the issuenf a financial asset. A securities intermediary satisfie®8.509 Specification of duties of securities interme -
the duty if: diary by other statute or regulation; manner of perfor -
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mance of duties of securities intermediary; and exer - (c) If the purchaser obtained control through another person

cise of rights of entittement holder . (1) If the substance of unders.408.106 (4) (c)the time on which priority would be based

a duty imposed upon a securitissermediary by s108.504to  underthis subsection if the other person were the secured party

408.508is the subject cdiny other statute, regulation or rule, eom  (4) A securities intermediary as purchaser prsrity over a

pliancewith that statute, regulation or rule satisfies the duty  conflicting purchaser who has control unless otherwise agreed by
(2) To the extent thaspecific standards for the performancehe securities intermediary

of the duties of aecurities intermediary or the exercise of the History: 1997 a. 2972001 a. 10

rights of an entitlement holder are not speciftgdother statute,

regulationor rule or by agreement between the securities intern#98.511 Priority among security interests and entitle -

diary and entitlement holdgethe securities intermediary shall perment holders. (1) Except as otherwise provided in su).

form its duties and the entitlement holder shall exercise its riglasd(3), if a securities intermediary does not havdisient inter

in a commercially reasonable manner estsin a particular financial asset to satisfy both its obligations to
(3) Theobligation of asecurities intermediary to perform theentitlementholders who have security entitlements to that finan
dutiesimposed by s108.504to 408.508is subject to: cial asset and its obligatido a creditor of the securities interme

c§iary who has a security interest in that financial asset, the claims
tentitlement holdergyther than the creditphave priority over

the claim of the creditor

(2) A claim of acreditor of a securities intermediary who has
asecurity interest in a financial asset held by a securities interme
diary has priority over claims of the securities intermedgry’
entitiementholders who have security entitlements with respect
to that financial asset if the creditor has control over the financial

(a) Rightsof the securities intermediary arising out of a se
rity interest under a security agreement with the entitiem
holderor otherwise; and

(b) Rights of the securities intermediary unday other layw
regulation, rule or agreement to withhold performance of it
dutiesas a result ofunfulfilled obligations of the entitlement
holderto the securities intermediary

(4) Sections408.504to0 408.508do not require a securities

intermediaryto take any action that is prohibited by any other st sset. . . - . .
ute, regulation or rule. (3) If a clearing corporation does not havdisighnt financial
History: 1997 a. 297 assetdo satisfy both its obligations to entitlement holdets

havesecurity entitlements with respect to a financial asset and its
408.510 Rights of purchaser of security entitlement obligationto a creditor of the clearing corporation who has a-secu
from entitlement holder . (1) In a case not covered by therity interest in that financial asset, the claim of the creditor has
priority rules in ch409 or the rules stated in suf®), an action priority over the claims of entitlement holders.
basedon an adverse claim to a financial asset or security entitleHistory: 1997 a. 297
ment,whether framed in conversiorgplevin, constructive trust,
equitablelien, or other theorymay not be asserted against a per

sonwho purchases a security entittlementaorinterest therein, SUBCHAPTERVI
from an entitlement holder if the purchaser gives value, does not
havenotice of the adverse claim, and obtains control. TRANSITIONAL PROVISIONS

(2) If anadverse claim could not have been asserted against an
entitlementholder under s408.502 the adverse claim cannot beygg 603 Saving provision. (1) If a security interest in a

asserteagainst a person who purchases a security entitlementsQf, jtyis perfected on or before July 1, 1998, and the action by
aninterest therein, from the entitiement holder - which the security interest was perfected wouldisefto perfect

(3) Inacase not covered by the priority rules inA99, a pur 3 security interest under this chaptes further action is required
chaserfor value of a securitgntitiement, or an interest therein o continue perfection.
who obtainscontrol has priority over a purchaser of a security (2) If a security interest in a securityperfected on or before

entitlement,or an.interest.therein, who does not obtain contrc\;julyl 1998, under chi08, 1995 stats., but the action by which
Exr?terp}flsn(lzthemzenprtowdredr"ln -:’IUF‘W)] pufrchasers who have y,o"se ity interest was perfected would nofiseito perfect a
controlrank according to priority in ime or: securityinterest under this chaptehe security interest remains
_ (&) The purchasés becoming the person for whom the securherfectedfor a period of 4 months after July 1, 1998, and continues
tiesaccount, in which the security entitlement is carried, is Maiferfectedthereafter if appropriate action to perfect untiés
tained,if the purchaser obtained control unde4G8.106 (4) (8)  chapteris taken within that period. If a security interest is- per
(b) The securities intermediasyagreement tcomply with the  fectedon or before July 1, 1998, attte security interest can be
purchaser’sentitlement orders with respect to security entitigperfectedby filing under this chaptera financing statement
mentscarried or to be carried in tisecurities account in which thesignedby the secured party instead of the debtor may be filed
securityentittlement is carriedf the purchaser obtained controlwithin that period to continue perfection or thereafter to perfect.
unders.408.106 (4) (k)or History: 1997 a. 297
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