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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 dis
404.106 Payable through or payable at bank; collecting bank. honor;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 Il 404.401 When bank may chge customés account.
COLLECTION OF ITEMS: 404.402 Bank's liability to customer for wrongful dishonor; time of determining
DEPOSIARY AND COLLECTING BANKS insufficiencyof account.
404.201 Statusof collecting bank as agent and provisional status of cregigica ~ 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 Presentmernty notice of item not payable Jirough or at a bank; liability 404.504 Privilegeof presenting bank to deal with goods; security interest for expen

of drawer or endorser ses.

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. account,other thanan account evidenced by a certificate of

(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

deposit.

(b) “Afternoon” means the period of a day between nath
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. Howekierpar (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, eledhatmaintains an account at another bank.

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

sub.(1), whether or nospecifically assented to by all parties interacceptancer paymentf specified documents, certificated secu

estedin items handled. rities 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 exergieerpayer 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, unlessitin® is presented

() “ltem” means an instrument or a promise or order to p&9’ immediate payment over the counter
moneyhandled by a bank for collection or payment. “|tetoés (4) “Intermediary bank” means a bank to which an item is
notinclude a payment order governed by 4h0 or a credit or transferredn course of collection except thepositary or payer
debitcard slip. bank.

() “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 whith —(g) “presentingbank” means a bank presenting an item except
receiveghe relevant item or notice or from which the time for takg payer bank.

ing action commences to run, whichever is later History: 1983 a. 1891995 a. 449

(k) “Settle” means to pay in cash, by clearinghouse settlement,
in a chage or credit or by remittance, or otherwise as agreed. 484.106 Payable through or payable at bank; collect -
settlement may be either provisional or final. ing bank. (1) If an item states that it is “payable through” a bank

(L) “Suspends payments” with respect to a bawlans that it identifiedin the item, the item designates the bank as a cpllecting
hasbeen closed by order of the supervisory authorities, that-a paBnkand does not by itself authorize the bank to pay the item and
lic officer has been appointed to take it over or that it cemseghe item maybe presented for payment only by or through the
refusesto make payments in the ordinary course of business. bank.

(2) Otherdefinitions applying to this chapter and the sections (2) If an item states that it is “payable at” a bank identified in

in which they appear are: the item, the item designateéke bank as a collecting bank and
(a) “Agreement for electronic presentment” —484.110 (1) doesnot by itself authorize the bank to pay the item and the item
(b) “Bank’ — s.404.105 (1) may be presented for payment only by or through the bank.
(c) “Collecting bank“ - 34'04.105 (3) If adraft names a nonbank drawee and it is unclear whether

abank named in the draft éscodrawee or a collecting bank, the

(d) “Depositary bank” — $404.105 bankis a collecting bank.

(e) “Intermediary bank” — £104.105 History: 1995 a. 449

(H “Payer bank” — s404.105 ]

(g) “Presenting bank” — €04.105 404.107 Separate office of a bank. A branch or separate
(h) “Presentment notice” — 404.1.0 (1) office of a bank is a separate baiok the purpose of computing

the time within which and determining the place at or to which

(3) The following definitions in other chapters applytttis  5ctionmay be taken or notices or orders must be given under this

chapter: chapterand under ch403
(a) “Acceptance” — s403.409 (1) History: 1995 a. 44%.31; Stats. 1995 s. 404.107.
(b) “Alteration” — s.403.407 (1)
(c) “Cashiets check” — s403.104 (7) 404.108 Time of receipt of items. (1) For the purpose of
(d) “Certificate of deposit’ — 103.104 allowing time to process items, prove balances and makeethe

essaryentries on its books to determine its position for the aay

(e) “Certified check” — s403.409 (4) bankmay fix an afternoon hour of 2 p.m. or later as a €nodir

(f) “Check” — s.403.104 for the handling of money arittms and the making of entries on
(fc) “Control” — s.407.106 its books.

(fe) “Demand draft” — s403.104 (1). (2) An item ordeposit of money received on any day after a
(9) “Good faith” — s403.103 (1) (d) cutoff hour so fixed or after the close of the banking day may be
(h) “Holder in due course” — $03.302 treated as being received at the opening of the next banking day

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

() “Notice of dishonor” — s403.503 404.109 Delays. (1) Unless otherwise instructed, a collect
(k) “Order” —s.403.103 (1) (f) ing bank in a good faith fefrt to securgpayment of a specific item
(L) “Ordinary care” — s403.103 (1) (g) drawn on a payer other than a bank, and with or without the
(m) “Person entitled to enforce” —403.301 approvalof any person involved, may waive, modify or extend

time limits imposed or permitted by ch401to 411 for a period
u Y . not exceeding2 additional banking days without discharof
(p) “Promise” — s403.103 (1) (i) drawersor endorsers or liability to its transferor or a prior party

(q) “Prove” —s.403.103 (1) () (2) Delayby a collecting bank or payer bank beyond time lim
(1) “Teller’s check” — s403.104 (8) its prescribed or permitted by ch)1to411 or by instructions is
(s) “Unauthorized signature” — 403.403 excusedf the delay iscaused by interruption of communication
(4) In addition, ch401 contains general definitions and prin Of computer faC|I|t|es_,_susper_13|on of payments by anotht_ar bank,
ciples of construction andnterpretation applicable throughoutwar, 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. 4492003 a. 862009 a. 322 diligenceas the circumstances require.

Sub.(1) (i) is a source of bank discretion and does not limit a bauer to pay History: 1979 c. 891991 a. 148304, 315 1995 a. 44%. 31; Stats. 1995 s.
overdrafts. Pulaski State Bank albe,122 Ws. 2d 663364 N.Ww2d 162(Ct. App.  404.109.
1985).

(n) “Presentment” — <103.501 (1)

404.110 Electronic presentment. (1) “Agreement for

' = - 4 electronicpresentment” means agreement, clearinghouse rule
bank”; “intermediary bank”; “payer bank’; presenting o federal reserve regulation eperatingeircular providing that
bank”. In this chapter: , . presentmentf 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 iteftpresentment
ing, including a savings bank, savings and loan association, cregtice”) rather than delivery of the item itself. The agreement may

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

unionor trust company provide for procedures governing retention, presentmeat;
(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 elec404.203 Effect of instructions.  Subject tcs.403.420con
tronic presentment is made when tpeesentment notice is cerningconversion of instruments and to4€3.206concerning
received. restrictiveendorsements, only a collecting bantransferor can

(3) If presentment is madw presentment notice’ a referencgive instructions that &kct the bank or constitute notice to it and

to “item” or “check” in this chapter means the presentment notig&ollecting bank is not liable to prior parties for any action taken

History: 1995 a. 449 with its transferar
History: 1995 a. 4492005 a. 253
404.111 Statute of limitations.  An actionto enforce an
obligation,duty, or right arising undethis chapter must be cem
mencedwithin 3 years after the cause of action accrues.
History: 1995 a. 449

404.204 Methods of sending and presenting;  sending
directly to payer bank. (1) A collecting bank shall send items
by a reasonably promphethod, taking into consideration rele
vantinstructions, the nature of the item, the number of those items
on hand, the costf collection involved and the method generally

SUBCHAPTERII usedby it or others to present those items.
(2) A collecting bank may send any of the following:
COLLECTION OF ITEMS: (a) Anitem directly to the payer bank.
DEPOSITARY AND COLLECTING BANKS (b) An item to a nonbank payer if authorized by its transferor

(c) An item other than documentary drafts to a nonlpayler
i ) 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) Presentmenmay be made by a presenting bank at a place

endorsed “pay any bank”. (1) Unless a contrary intent
clearly appears and before the time that a settlement given b%'éﬁi%ﬂ‘?ngﬁfr bank or other payer has requested that present

collecting bank for an item is obecomes final, the bank, with  isiory. 1991 a. 304.51; 1995 a. 449
respecto the item, is an agent or subagent of the owner dtetme
andany settlement given for the itamprovisional. This provi 404.205 Depositary bank holder of unendorsed item.
sion appliesregardless of the form of endorsement or lack df a customer delivers an item to a depositamyk for collection,
endorsemerdind even thougbredit given for the item is subjectall of the following apply:
to immediate withdrawal as of right or is in fact withdrawn; but the (1) The depositary bank becomes a holder of the item at the
continuanceof ownership of an item by its owner and aights time thatit receives the item for collection if the customer at the
of theowner to proceeds of the item are subject to rights of-a cime of delivery was a holder of the item, whether or not the cus
lecting bank, such as those resulting from outstanding advangemer endorses the item, and, if the bank satisfies the other
onthe item and rights of recoupment or setdfan item ishan  requirementof 5.403.302 it is a holder in due course.
dledby banks for purposes of presentmeayment, collection or () The depositary bank warrants to collecting banks, the
return, the relevant provisions of this chapter apply even thouglyerbank or other payer and the drawer that the amount of the
actionof the partieclearly establishes that a particular bank hagm was paid to the customer or depositedthe customés
purchasedhe item and is the owner of it. account.

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

n : i i Thegeneral rule is thatccepting a check when the pagesmidorsement is missing
bank” or the like, Only a bank1ay acquire the I’IghtS ofa hOIderis not in accordance with the reasonable commercial standards of banking and the

until any of the following occur: acceptancéy a depositary bank of such a check for deposit is commercially-unrea

i initiati ableas a matter of law This section excepts from the general rule depositary
(a) The item has been returned to the customer Inltlat'@g;ksthat receive unendorsed checks from customers when the missing endorsement

collection. is that of the customerSchmitz v Firstar Bank Milwaukee, 2003 WI 8362 Wis.
(b) The item has been specially endorsed by a bank to a per&bfy2 664 N-W2d 594 01-2139

wu_otis r_loltggsbaqlzé 404.206 Transfer between banks. Any agreed method that
story: a identifies the transferor bank is didient for the items further
transferto another bank.

404.202 Responsibility for collection or return; when History: 1995 a, 449

action timely. (1) A collecting bank must exercise ordinary
carein all of the following: 404.207 Transfer warranties. (1) A customer or collecting
(a) Presenting an item or sending it for presentment. bankthat transfers an item and receives a settlement or other con

(b) Sending notice of dishonor or nonpayment or returning &fflerationwarrants all of the following to the transferee and to any
item other than a documentary draft to the barikdnsferoafter Subsequentollecting bank:
learningthat the item has not been paid or accepted, as the casé?) The warrantor is a person entitled to enforce the item.
may be. (b) All signatures on the item are authentic and authorized.

(c) Settling for an item when the bank receives final settlement. (c) The item has not been altered.

(d) Notifying its transferor of any loss or delay in transit within (d) The item is not subject to a defense or claim in recoupment
areasonable time after discovery thereof. of any party that can be asserted against the warrantor

(2) A collecting bank exercises ordinary care under (€)tny (e) The warrantor has nknowledge of any insolvency pro
taking proper action before its midnight deadline followingeedingcommenced with respect to the maker or acceptan or
receiptof an item, notice or settlement.aking proper action thecase of an unaccepted draft, the drawer
within a reasonably longer timmay constitute the exercise of (f) If the item is a demand draft, the creation of the item accord
ordinarycare, but the bank has the burden of establishing timetig to the terms on itiace was authorized by the person identified
ness. asthe drawer

(3) Subjectto sub.(1) (a) a bank is not liable for the insol ~ (2) If an itemis dishonored, a customer or collecting bank
vency,neglect, misconduct, mistake or default of another banksansferringthe item and receiving settlementother consider
personor for loss or destruction of an item in the possession of ogionis obliged to pay the amount duetbe item according to the
ersor in transit. termsof the item at the time it was transferredifathe transfer was

History: 1995 a. 449 of an incomplete item, according to its terms when completed as
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statedin ss.403.115and403.407 The obligation of a transferor breachof warranty is given to the warrantor within 30 days after

is owed to the transferee and to any subsequent collecting b#réclaimant has reason to know of the breach and the identity of

thattakes the itenm good faith. A transferor cannot disclaim itshe warrantoy the warrantor is dischged to the extent of any loss

obligationunder this subsection by an endorsement statingt thatausedy the delay in giving notice of the claim.

is made “without recourse” or otherwise disclaiming liahility (6) A cause of action for breach of warranty under this section
(3) A person to whom the warranties under glipare made accrueswhen the claimant has reason to know of the breach.

andwho took the item in good faith may recover from the warran History: 1995 a. 4492003 a. 86

tor as damages for breach of warranty an amount equal to the | . . .
suffered as a result of the breach, but not more than the amoun%@?‘zo9 Encoding and retention warranties. (1) A per
p@pwho encodes information on or with respect to an item after

theitem plus expenses and loss of interest incurred as a resu'lssuewarrants to any subsequent collecting bank and to the payer

the breach. . . L .. bankor other payer that the information is correctly encoded. If
(4) Thewarranties stated in sull) cannot be disclaimed with w6 cystomer of a depositary bank encodes, that bankratkes
respecto checks. Unless notice of a claim for breach of warranfyq warranty

is givento the warrantor within 30 days after the claimant has rea (2) A person who undertakes to retain an item pursuant to an

sonto know of the breach and the identity of the warrariter :
o reemenfor electronic presentment warrants to any subsequent
warrantoris dischaged to the extent of any loss caused by thgecg)’llectingbank and to the payer bank or other payer that retention

delayin giving notice of the claim. andpresentment of the item comply with the agreement. Ifa cus

(5) A cause of action for breach of warranty under this sectighiyer of a depositary bank undertakes to retain an item, that bank
accruesvhen the claimant has reason to know of the breach. 5;5omakes this warranty

History: 1995 a. 4492003 a. 86 . . .
y g (3) A person to whom warranties are made under this section

d andwho took the item in good faith may recover from the warran
fdar as damages for breach of warranty an amount equal to the loss
pufferedas a result of the breach, plus expenses and loss of interest
Incurredas a result of the breach.

History: 1995 a. 449

404.208 Presentment warranties. (1) If an unaccepte
draftis presented to thdrawee for payment or acceptance and t
draweepays or accepts the draft, the person obtaining paymnen
acceptanceat the time of presentment, aagrevious transferor
of the draftat the time of transfewarrant to the drawee that pays
or acceptghe draft in good faith that all of the following condi 404.210 Security interest of collecting bank in items,
tions exist: accompanying documents and proceeds. (1) A collect

(a) The warrantor is, or was at the time the warrantor traring bank has a security interest in an item and any accompanying
ferredthe draft, a person entitled to enforce the draft or authorizédcumentsr theproceeds of either in any of the following situa
to obtain payment or acceptance of the draft on behalf of a pertions:

entitledto enforce the draft. (a) In case of aitem deposited in an account, to the extent to
(b) The draft has not been altered. which credit given for the item has been withdrawn or applied.
(c) The warrantor has no knowledge that the signature of the(b) In case of an item for which it has givenedit available for

purported drawer of the draft is unauthorized. withdrawalas of right, to the extent of the credit given, whether

(d) If the draft is a demand draft, the creation of the drafff NOt the credit is drawn upon or there is a right of graback.
accordingto the terms on its face was authorized by the person(c) If it makes an advance on or against the item.
identified as the drawer (2) If credit given for several items received at one time or pur
(2) A drawee making payment may recover from a warrantd¥antto asingle agreement is withdrawn or applied in part, the
damagedor breach of warranty equal to the amount paid by tt§€curityinterest remains upon all thems, any accompanying
draweeless the amount the draweeceived or is entitled to documentsor the proceeds of eitheFor the purposef this see
receivefrom the drawer because of the payment. In addition, tH@n, credits first given are first withdrawn.
draweeis entitled to compensation for expenses and loss of inter (3) Receiptby a collecting bank of a finaettlement for an
estresulting from the breachThe right of the drawee to recoveritemis arealization on its security interest in the item, accompany
damagesinder this subsection is nofeaftedby any failure of the ing documents and proceeds. So long as the bank does not receive
draweeto exercise ordinary care in making payment. If thiénal settlement for the item or give up possession of the item or
draweeaccepts the draft, breach of warranty is a defense to fhgssessioror control of the accompanying documents for- pur
obligationof the acceptornd if the acceptor makes payment witfposesother than collection, the security interest continues to that
respecto the draftthe acceptor is entitled to recover from a-waextentand is subject to cl09, but all of the following apply:
rantorfor breach of warranty the amounts stated in this subsection(a) No security agreement is necessary to makedharity
(3) If a drawee asserts a claim for breach of warranty undeterestenforceable.
sub.(1) basedon an unauthorized endorsement of the draft or an (b) No filing is required to perfect the security interest.
alterationof the draft, the warrantonay defend by proving that  (c) The security interestas priority over conflicting perfected
the endorsement is fefctive under s403.4040r 403.4050r the Securityinterests in the item, accompanyidgcuments Oor pro
draweris precluded under 4¢03.4060r 404.406from asserting ceeds.
againstthe drawee the unauthorized endorsement or alteration. History: 1973 c. 336.79; 1995 a. 44%.47; Stats. 1995 s. 404.212009 a. 322
(4) If adishonored draft is presented for payment to the dra .
or an endorser or any other item is presented for paymapttty v.%r‘l'zu When bank gives value for purposes of holder
obligedto pay the item, and the iteispaid, the person obtaining!n due course. For purposes of determining its status as a holder
paymentand a prior transferor of the item warrant to the persdfh dué course, a bank has given value to the extent thata has
makingpayment in good faith that the warrantor is, or wabat securityinterest in an item, if the bank otherwise complies with s.
time the warrantor transferred the item, a person entitled 443-3020n what constitutes a holder in due course.
enforcethe item or authorized to obtain payment on behalf of a "> 1995 @ 44%.49; Stats. 1995 5. 404.21
personentitled to enforce the item. The person making paymeqg4.212 Presentment by notice of item not  payable by,
may recover from any warrantor for breach of warranty an amouRtough or at a bank; liability of drawer or endorser
equalto the amount paid plus expensesl loss of interest result (1) Unlessotherwiseinstructed, a collecting bank may present an
ing from the breach. item not payable hythrough or at a bank by sending to the party
(5) Thewarranties stated in sud) and(4) cannot be dis to accept or pay a written notice that the bank holds the item for
claimed with respect to checks. Unless notice of a clédm acceptancer payment. The notice must be sent in time to be
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receivedon or before the day when presentment is due and tieckand obtain refund terminate if and when a settlement for the
bank must meet any requirement of the partyatwept or pay item received by the bank is or becomes final.
unders.403.501by the close of the barskhext banking day after  (2) A collecting bank returns an item when it is sent or eeliv

it knows of the requirement. eredto the banlg customer or transferor or pursutmits instrue
@) If presentment is made by nqtice and payment, acceptarions.
or request for complianaosith a requirement under 403.501is 3) A depositary bank that is also the payer maygehaack

notreceived by the close of business on the day after maturity @i amount of an item to its custoriseaccount opbtainrefund
in the case of demand items, by the clobusiness on the 3rd iy 5ccordance with s404.301 governing return of aritem
bankingday after notice was sethe presenting bank may treaﬁ'eceivedby a payer bank for credit on its books.

theitem as dishonored and charanydrawer or endorser by send . .
ing it notice of the facts. Y yd Y (4) Theright to chage—back is not &cted by any of the fel

History: 1991 a. 3161995 a. 44%.51; Stats. 1995 s. 404.212. lowing:
(a) Previous use of a credit given for the item.
404.213 Medium and time of settlement by bank. (b) Failureby any bank to exercise ordinary care with respect

(1) with respect to settlement by a bank, the medium and timetgthe item, but a bank so failing remains liable.
settlementnay be prescribed by federal reserve regulations-or cir (5) A failure to chage—back or claim refund does raftect
culars, clearinghouse rules and the like, or agreement. In thherrights of the bank against the customer or any other.party

absencef such .prescrlptlon, all of_the following a_pply. (6) If credit isgiven in dollars as the equivalent of the value
_ (@) The medium of settlement is cash or créalian account o 5 'jtem payable in a foreign monelye dollar amount of any

in a federal reserve bank of or specified by the person to receé}‘u%rge—baclor refund must be calculated on the basis of the
settlement. . ) bank-offeredspotrate for the foreign money prevailing on the day

(b) The time of settlement is: whenthe person entitled to the cherback or refund learns that

1. With respect to tender of settlement by cash, a cashieg will not receive payment in ordinary course.
check,or tellers check, when the cash or checkést or deliv History: 1987 a. 1651995 a. 44%s.53, 61; Stats. 1995 s. 404.214.
ered.

2. With respecto tender of settlement by credit in an accourt04.215 Final payment of item by payer bank;  when
in a federal reserve bank, when the credit is made. provisional debits and credits become final; when cer -

3. With respect to tender of settlement by a credit or debit{@in credits become available for withdrawal. (1) Anitem
anaccount in a bank, whehe credit or debit is made,an the IS finally paid by a payer bankhen the bank has first done any
caseof tender of settlement by authority to ajmran account, Of the following:
whenthe authority is sent or delivered. (a) Paid the item in cash.

4. With respect to tender of settlement by a funds transfer (b) Settled for the item without having a right to revoke the
whenpayment is made pursuaiots.410.406 (1)to the person settlemenunder statute, clearinghouse rule or agreement.
receivingsettlement. (c) Made a provisional settlement for the item and failed to

(2) If the tender of settlement is not by a medium authorizedvokethesettlement in the time and manner permitted by statute,
by sub.(1) or the time of settlement is not fixed by s(b), no clearinghouseule or agreement.
settlemenbccurs until the tender of settlement is accepted by the 2y |f provisional settlement for an item does not become final,
personreceiving settlement. theitem is not finally paid.

[(3) If settlement for an ites made by cashier check or tell (3) If provisional settlement for an itebetween the present
er's check and the person receiving settlement, befoneidtsight  jq'and payer banks is made through a clearinghouse or by debits
deadlinedoes any of the following: _ or credits in an account between them, then to the extent that pro

~ (a) Presents dorwards the check for collection, settlement igisional debits or credits for the item are entered in accounts
final when the check is finally paid. betweerthe presenting and payer banketween the presenting

(b) Fails to present or forward the check for collection, settland successive prior collecting banks in a series, thegome
mentis final at the midnightleadline of the person receivingfinal upon final payment of the item by the payer bank.
settlement. (4) If a collecting bank receives a settlemengivitem which

(4) If settlement for an item is made by giving authority t or becomes final, the bank is accountable to its customer for the
chargethe account of the bank giving settlement in the barinountof the item andny provisional credit given for the item
receivingsettlement, settlement is final when the geasmade in an account with its customer becomes final.
by the bank receiving settlement if there are funds available in the(5) Subjectto applicable law stating a tinfer availability of
accountfor the amount of the item. fundsand to any right of the bank to apply the credit to an obliga

History: 1995 a. 449 tion of the customercredit given by a bank for an item in a cus
404.214 Right of charge—back or refund; liability of tomers account becomes available for withdrawal as of right:

collecting bank; return of item. (1) If a collecting bank has (a) If the bank has received a prqwsmnal settlement for the
madeprovisional settliement with its custonfer an item and fails item, when the settiement becomes final and the bank has had a
by reason of dishonpsuspension of paymerig a bank or other reasonab!eime to receive return of the item and tteam has not
wiseto receive settlement for the item whictoisbecomes final, Peenreceived within that time.

the bank may revoke the settlement giu®nit, chage back the (b) If the bank is both the depositary bank and the payer bank
amountof any credit given for the item to its custonsesccount, andthe item is finally paid, at the opening of the barfid bank

or obtain refund from its customewrhether or not it is able to ing day following receipt of the item.

returnthe item, if by its midnight deadline or within a longer-rea (6) Subjectto applicable law stating a tinfier availability of
sor!e_lbleglme after it learns the facts it returns ftem or sends f,ndsand any right of a bank to apply a deposit to an obligation
notification of the facts. Ithe return or notice is delayed beyong the depositoradeposit of money becomes available for with

the banks midnight deadline or a longer reasonable time aftergfawalas of right at the opening of the baskiext banking da
learnsthe facts, the bank may revoke the settlementgehaack afterreceipt ofgthe deposiE 9 g day

the credit or obtain a refund from its custonreut it is liable for oy 1979 ¢. 105.60 (8) 1985 a. 3251991 a. 304.51; 1995 a. 336.50;
anyloss resulting from the delayrhese rights to revoke, clyar-  1995a. 449ss.55t058, 62; Stats. 1995 s. 404.215.
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404.216 Insolvency and preference. (1) If anitem is in (2) Theliability of a payer bank to pay an item under gib.

or comes into the possession of a payer or collecting bank that ssisubject to defensdmsed on breach of a presentment warranty
pendspayment and the item has not been finally paid, the iteon proof that the person seeking enforcement of the liability pre
mustbe returned by the receiyémustee or agent in clggr of the  sentedor transferred the item for the purpose of defrauding the
closedbank to thepresenting bank or the closed banistomer payerbank.

(2) If a payer bank finally pays an iteand suspends payments wamfy: 1983 a. 1|92}ﬂ995 a-t449 ¢ revoked by th bank before the mid
; ; : P ena provisional settlement was not revoked by the payor bank before the mi
without .maklng a sz_attlement for th.e item with its C_UStomer or thf ht deadline under s. 404.301 (1), the payor bank became accountable under s.
presentingoank which settlement is or becomes final, the ownega.302for the value of the presented checks. Under the dtite case, the payor

of the item has a preferred claim against the payer bank. bankhad no defenses under s. 401.203, 403.418, or 40@%{b). Northwestern
. . . . Nationallnsurance Co..Widland National Bank96 Ws. 2d 155292 N.W2d 591
(3) If a payer bank gives or a collecting bajikes or receives (1980).

aprovisional settlement for an item and thereafter suspemgs  Bankrequired to disburse funds after final payment. 64 MLR 408 (1980).
ments the suspension doest prevent or interfere with the settle

ment’s becoming final if the finality occurs automatically upor04.303 When items subject to notice, stop—payment
the lapse of certain time or the happening of certain events. order, legal process or setoff; order in which items may

(4) If a collecting bank receives from subsequent parti§ charged or certified. (1) Any knowledge, notice or stop—
settlemenfor an item, which settlement is becomes final and Paymentorder received bylegal process served upon or setof
the bank suspends payments without makirsgtlement for the €Xercisecby a payer bank comes too late to terminate, suspend or
item with its customer which settlement islmecomes final, the modify the banks right or duty to pay an item or to charits cus

owner of the item has a preferred claim against the collectii@mer’s account for the itenif the knowledge, notice, stop-
bank. paymentorder or legal process is received or served and a reason

History: 1995 a. 44%.60; Stats. 1995 s. 404.216. able time for the bank to act thereon expirestioe setdf is
exercisedafter the earliest of the following:

(@) The bank accepts or certifies the item.

SUBCHAPTERIII (b) The bank pays the item in cash.
(c) The bank settles fahe item without having a right to
COLLECTION OF ITEMS: RYER BANKS revokethe settlement under statute, clearinghouse ruigee
ment.
404.301 Deferred posting; recovery of payment by (d) The bank becomexcountable for the amount of the item
return of items; time of dishonor; return of items by unders.404.302dealing withthe payer bank’responsibility for

payer bank. (1) If a payer bank settles fordemand item other l|atereturn of items.

thanadocumentary draft presented otherwise than for_immediate(e) With respect to checks, a cutdiour no earlier than one
paymentover the counter before midnight of the banking day @four after the opening of the next banking day after the banking
receipt,the payer bank may revoke the settlement and retileer jay on which thebank received the check and no later than the
settlement if, before it has made final payment and before its Mighse of that next banking day, dir no cutof hour is fixed, the

night deadline, it does any of the following: closeof the next banking day after the banking day on which the
() Returns the item. bankreceived the check.
(b) Sends written notice of dishonor or nonpayment if the item (2) Subjectto sub.(1), items may be accepted, paid, certified
is unavailable for return. or chaged to the indicated account of its customer in any order

(2) If ademand iteris received by a payer bank for credit on History: 1991 a. 304.51; 1995 a. 449
its books, it may return the item or send notice of dishonor and
may revoke any credigiven or recover the amount thereof with
drawnby its customerif it acts within the time limit and in the SUBCHAPTERIV
mannerspecified in sub(l).
(3) Unlessprevious notice of dishonor has besamt, an item RELATIONSHIP BETWEEN RYER BANK AND ITS CUS

is dishonored at the time when for purposes of dishonor it is TOMER
returnedor notice sent in accordance with this section.
(4) An item is returned: 404.401 When bank may charge customer 's account.

(&) Astoanitem presented through a clearinghouse, when(it) A bank may chgre against the account of a customer an item
is deliveredto the presenting or last collecting bank or to the cleahat is properly payable from that account even though thgehar
inghouseor is sent or delivered @ccordance with clearinghousecreatesan overdraft. An item is properly payable if it is authorized

rules. by the customer and is in accordance \aitly agreement between
(b) In all other cases, when it is sent or delivered to the §ankie customer and bank.

customeror transferor or pursuant to instructions. (2) A customer is not liable for the amount of an overdraft if
History: 1991 a. 304.51; 1991 a. 3161995 a. 449 the customer neither signed the item nor benefited from the pro

ceeds of the item.

. - ) ° (3) A bank may chage against the account of a customer a
item. (1) If an item is presented to and received by a payer bafe ckhat is otherwise properly payable from the account, even
the bank is accour_nable for the amount of any of the fouow'ngthoughpayment was made before the date of the check, uhiess

(@) A demand item, other than a documentary draft, whethgistomer has given notice to the bankhef postdating describing
properlypayable or not, if theank, in any case in which it is notthe check with reasonable certainfyhe notice is ééctive for the
also the depositary bank, retains the item beyond midnight of figriod statedn s.404.403 (2)for stop—payment orders, and must
bankingday of receipt without settling for it pwhether or not it pereceived at such time and in such maraseio abrd the bank
is also the depositary bank, does not pay or return the item or sgiidasonable opportunity to act orbifore the bank takes any
noticeof dishonor until after its midnight deadline. actionwith respect to the check described iA@#.303 If a bank

(b) Any other properly payable item, unless within the timehargesagainst the account of a customer a check before the date
allowedfor acceptance or payment of that item, the bank eith&atedin the notice opostdating, the bank is liable for damages
acceptsor pays the item or returns it and accompanying docfor theloss resulting from its act. The loss may include damages
ments. for dishonor of subsequent items undetG:4.402

404.302 Payer bank’s responsibility for late return of
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(4) A bank that in good faith makes payment to a holder méye, is not rendered infefctive by incompetence of a customer of
chargethe indicated account of its customer according to any @therbank existing at the time the item is issued or its collection

the following: is undertaken ifthe bank does not know of an adjudication of
(a) The original terms of the altered item. incompetence. Neitheteathnor incompetence of a customer
(b) The terms of the completed item, even though the bafivokesthe authority taaccept, paycollect or account until the
knowsthe item has been completed unless the bank has notice knows of the fact of death or of an adjudicatiomobmpe
the completion was improper tenceand has reasonable opportunity to act on it.
History: 1991 a. 3161995 a. 449 (2) Evenwith knowledge, a bank may for 10 days aftex
dateof death pay or certify checks drawn on or before that date
404.402 Bank's liability to customer for wrongful dis - unless ordered to stop paymentéaperson claiming an interest
honor; time of determining insufficiency of account. in the account.

(1) Exceptas otherwise provided in this chapterpayer bank  History: 1995 a. 449

wrongfully dishonors an item if it dishonoas item that is prop

erly payable, but a bank may dishonor an item that would cred@4.406 Customer’ s duty to discover and report  unau-

an overdraft unless it has agreed to pay the overdraft. thorized signature or alteration. (1) A bank that sends or
(2) A payer bank is liable to its customer for damagesi- Makesavailable toa customer a statement of account showing

mately caused by the wrongful dishonoranf item. Liability is Ppaymentof items for the account shall either retorrmake avail

limited to actual damages proved and may incda®ages for an ableto the customer th(_a items paid or provide information in the

arrestor prosecution of the customer or other consequataial ~ statement of account digient to allow the customer reasonably

ages. Whetherany consequential damages are proximatelg identify the items paidThe statement of account provides suf

causecby the wrongful dishonor ia question of fact to be deter ficient information if the itemis described by item number

minedin each case. amountand date of payment.

(3) A payer banlg determination of the custom@mccount  (2) If the items are not returned to thestomerthe person
balanceon which a decision to dishonor for inficiency of avait  retainingtheitems shall either retain the items ibthe items are
ablefunds is based may be made at any time between théhétmedestroyedmaintain the capacity to furnish legible copies of the
itemis received by the payer bank and the time that the payer bégRrisuntil the expiration of 7 yeaisfter receipt of the items. A
returnsthe item or gives notice in lieu of return, and no more thawstomemmay request an item from the bank that paid the item,
onedetermination need bmade. If, at the election of the payelandthat bank must provide in a reasonable time either the item or
bank,a subsequent balance determination is made for the purpbgbe item has been destroyed or is not otherwise obtainable, a leg
of reevaluating the bark’decision to dishonothe item, the ible copy of the item.
accountbalance at that time determinative of whether a dis  (3) If a bank sends or makes available a statement of account
honorfor insuficiency of available funds is wrongful. or items undersub. (1), the customer must exercise reasonable

:;33‘0“;: 1995 a. 44?t e cont \ retains discretion to dich A promptnessn examining the statement or the items to determine
oo sertan agreerment o he contzmbank retans dscrton o dstionor  checkunetherany payment was not authorized becanfaan alteration
Schaller vMarine National Banki31 Ws. 2d 389388 N.W2d 645(Ct. App. 1986). Of an itemor because a purported signature by or on behalf of the

customemwas not authorized. If, based on #atement or items
404.403 Customer’s right to stop payment; burden of provided, the customer should reasonabigve discovered the
proof ofloss. (1) A customer or any pers@uthorized to draw unauthorizedpayment, thecustomer must promptly notify the
onthe account if there is more than one person may stop paynistkof the relevant facts.
of any item drawn on the custorreaccount or close the account  (4) If thebank proves that the customer failed, with respect to
by an order tahe bank describing the item or account with reasogn jtem, to comply with the duties imposed on the customer by

ablecertainty received at a time andammanner that fifrds the sy (3), the customer is precluded from assertingfathe follow
banka reasonable opportunity to act on it before any actidheby jng against the bank:

bank with respect to the item described ih.303 If the signa
ture of more than one person is required to draw on an acemynt,
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 customés unauthorized si .
. i gnature alteration by the
lapsesafter 14 calendar days if the original order was oraveasl amewrongdoer on any other item paid in good faith by the bank

(a) The customes unauthorized signature any alteration on
theitem, if the bank also proves that it fuéd a loss by reason

not confirmed in writing within that period. A stop—paymen . ,
o - ; .. If the payment was made before the bank received notice from the
ordermay be renewed for additional 6—month periods by a writi stomenf the unauthorized signature or alteration and dier

givento the bank within a period during which the StOp_paymecustomerhad been &brded a reasonable period of time, not

orderis efective. . exceedingB0 daysjn which to examine the item or statement of
(3) The burden of establishing the fact and amount of 10§ ntand notify the bank.

resuitingfrom the paymendf 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 custome¥he loss failed to exercise ordinary care in paying the item and that the fail

from payment of an item contraty a stop—payment order ma : ) .
incluolloe )tljamages for dishonor gf subgegugnt items u,$de¥uresubstantlally contributetb loss, the loss is allocated between

404.402 the customer precluded arttie bank asserting the preclusion
History: 1991 a. 3161995 a. 449 accordingto the extent to which the failure of the customer to
complywith sub.(3) and the failure of the bank to exercise ordi
404.404 Bank not obligated to pay check more than 6 nary care contributed to the loss. If the customer proves that the

months old. A bank is under no obiigation to a custornaving Pankdid not pay the item in good faith, the preclusion under sub.
a checking account to pay a check, other than a certified che,does not apply
which is presented morian 6 months after its date, but it may (6) Without regard to care or lack of care of either the-cus
chargeits customes account for a payment made thereafter tomeror the banka customer who does not within one year after
goodfaith. the statement or items are made available to the customer discover
andreport the customis unauthorized signature on or any alter
404.405 Death or incompetence of customer . (1) A ationon the item is precluded from asserting against the bank the
payeror collecting banls authority toaccept, pay or collect an unauthorizedsignature or alteration. If there is a preclusion under
item or toaccount for proceeds of its collection, if otherwise@f this subsection, the payer bank may not recover for breach-of war
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ranty under s404.208with respect to the unauthorized signaturéhoughit may have discounted or bought the draft or extended
or alteration to which the preclusion applies. creditavailable for withdrawal as of right.
History: 1991 a. 3161995 a. 449 History: 1995 a. 4491997 a. 35
If a customer directs a bank to pay only checks bearing 2 signatures, the absence
of arequired signature constitutes an “unauthorized signature.” Riascar Bank  404.502 Presentment of “on arrival” drafts. If a draft or
o I?lr)igt]mﬁgn\?;skézsdaitzﬁzgrzlé\;viidgigfu(rcfstéfep?éé37?é controlling defect in therelevant instructions reqUire presentment “on arrival”, *when
thecheck is the maker fgery. A banks alleged negligehce in failing to inspect theQOQdS_amVe or the like, the COIle_Ct'ng bank _nem’t present until
endorsementwas immaterial. \Mkie, Inc. v Heritage Bank99 Wis. 2d 616299 in its judgment a reasonable time for arrival of the goods has
N.W.2d 829(1981). : expired. Refusal to pay or accept because the goods have not
Interception of bank statements by a 3rd person does not relieve the customer’ . ish “th K . f
his or her responsibility to examine the statemenfidrout why they are not com  arrivedis not dishonor; the bank must notify its transferothef

ing. Whether or not the bank is negligennot material if the customer does not giverefusalbut need not present the draft again until it is instructed to
timely notice. A contractual reduction of the statutory nopiegod to 14 days was ;
not “manifestly unreasonableihders. 404.103 (1). Borowski ¥irstar Bank M# do .SO Or learns of the arrival of the goods.
waukee217 Ws. 2d 565579 N.W2d 247(Ct. App. 1998)96-3277 History: 1995 a. 449
Although a claim for misrepresentation may “supplement” the provisions of the o .
UCC, it may not supplant them. A bank custoraéailure to comply with ss. 403.406 404.503 Responsibility of presenting bank for docu -

2 404,406 precluded he custotieclam for suct liabilty mstepresentaton: ments and goods; report of reasons for dishonor; ref -

461 620 N.W2d 472 99-1557 eree in case of need. (1) Unless otherwise instructed and
exceptas provided in c05, a bank presenting a documentary

404.407 Payer bank's right to subrogation on draft:

improper payment. If a payer bank has paid an item otles (&) Must deliver the documents to the drawee on acceptance

orderof the drawer or maker to stop paymentafber an account of the draft if it is payable more than 3 days after presentment;

hasbeen closed, or otherwise under circumstances giving a baglerwise,only on payment.

for objection by the drawer or makés prevent unjust enrichment () Upon dishongreither in the case of presentment for accept

andonly to the extent necessary to prevent loss to the bank-by rg@ceor presentment for payment, may seek and follow instruc

sonof its payment of the item, the payer bank is subrogated to tfighs from any referee in case of nedeignated in the draft,or

rights of all of the following: if the presenting bank does not choose to utilize the refesee’
(1) Any holder in due course on the item against the drawervices, it must use diligence and good faith to ascertain the reason
maker. for dishonoy mustnotify its transferor of the dishonor and of the

(2) The payeeor any other holder of the item against théesultsof its efort to ascertain the reasotiserefor and must
draweror maker either on the item or under tramsaction out of requestnstructions.
which the item arose. (2) Thepresenting bank is under no obligation with respect to

(3) Thedrawer or maker against the payee or any other hold@tods represented by the documents except to follow any reason

of the item with respect to the transaction out of which the itefleinstructions seasonably received; it has a right to reimburse
arose. mentfor any expense incurred in following instructions and to

History: 1995 a. 449 prepaymenbf or indemnity for those expenses.
History: 1991 a. 3161995 a. 449

SUBCHAPTERV 404.504 Privilege of presenting bank to deal with
goods; security interest for expenses. (1) A presenting
bankthat, following thedishonor of a documentary draft, has-sea

COLLECTION OF DOCUMENRRY DRAFTS sonablyrequested instructions but does rateive them within
areasonable time may store, sell, or otherwise deal with the goods
404.501 Handling of documentary drafts; duty to send in any reasonable manner
for presentment and to notify customer of dishonor . A (2) Forits reasonable expenses incurred by action uster

bankthattakes a documentary draft for collection shall present gr), the presenting bank has a lien upon the goods or their pro

sendthe draft and accompanying documents for presentment aggkdswhich may be foreclosed in the same manner as an unpaid
uponlearning that the draft has not been paid or accepted in dedler’slien.

course,shall seasonably notify its customer thie fact even  History: 1995 a. 449
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