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CHAPTER 405
UNIFORM COMMERCIAL CODE — LETTERS OF CREDIT

405.101 Shorttitle. 405.110 Warranties.
405.102 Definitions. 405.111 Remedies.
405.103 Scope. 405.112 Transfer of letter of credit.
405.104 Formal requirements. 405.113 Transfer by operation of law
405.105 Consideration. 405.114 Assignment of proceeds.
405.106 Issuance, amendment, cancellation, and duration. 405.115 Statute of limitations.
405.107 Confirmer nominated person, and adviser 405.116 Choice of law and forum.
405.108 Issuers rights and obligations. 405.117 Subrogation of issugapplicant, and nominated person.
405.109 Fraud and fagery. 405.118 Security interest of issuer or nominated person.
Cross-reference: See definitions in $101.201 cial institution, to itself or for its own account, to honor a docu

mentarypresentation by payment or delivery of an item of value.

405.101 Short title. This chapter may be cited as uniform (k) “Nominated person” means a person whom the issuer:
commercialcode — letters of credit. ’

History: 2005 a. 213 1. Designates or authorizes to pagcept, negotiate, or other
wise give value under a letter of credit; and
405.102 Definitions. (1) In this chapter: 2. Undertakes by agreement or custom and practice te reim

(a) “Adviser” means a person who, at the request oistheey  burse.
a confirmer or anotheradviser notifies, or requests another (L) “Presentation” means delivery of a document to an issuer

adviserto notify, the beneficiary that a letter of credit has beesr nominated person for honor giving of value under a letter of
issued,confirmed, or amended. credit.

(b) “Applicant” means a person at whose request or for whose(m) “Presenter” meansperson making a presentation as or on
accounta letterof credit is issued. The term includes a person withalfof a beneficiary or nominated person.

requestsan issuer to issue a letter of credit on behalf of another if (i) “record” means information that is inscribed on a tangible
the person making the requesidertakes an obligation 0 réim paqiym or that isstored in an electronic or other medium, and is

bursettme issu_e_r , retrievablein perceivable form.
e e of &1 (o) “Successorof  benefciany” means  person who ucceeds
The term includes a person mhorﬂ):jre?vﬁn fights have beerito substantially albf the rights of a beneficiary by operation of

P 9 ng law, including a corporation with or into which the beneficiaag

transferrecunder a transferable letter of credit. beenmeged or consolidated, an administramtecutarpersonal

(d) “Confirmer” means aominatedperson who undertakes, \onresentativetrustee in bankrupteylebtor in possession, liqui
atthe request or with the consent of the issioenonor a presenta darior and rec%irver ptey P e

tion under a letter of credit issued by another

(e) “Dishonor” of a letter ofcredit means failure timely to y,
honoror to take an interim action, such as acceptafeedraft, A . .
that may be required by the letter of credit. (@) “Accep’)lt or “acceptance’, 403.409

(f) “Document” means a draft or other demand, document of (0) “Value”, ss403.303and404.211 o
title, investment securitycertificate, invoiceor other record, _ (3) Chapter401 contains certain additional general defini
statementpr representation of fact, lawight, or opinion that is tionsand principles of construction and interpretation applicable
presentedn a written or other medium permitted by the letter ghroughouithis chapter
creditor, unless prohibited by the letter of credit, by the standarcHistory: 2005 a. 213
practicereferred to in $405.108 (5)and that is capable of being

examinedfor compliance with the terms and conditiafishe let ~ 405.103 Scope. (1) This chapter applies to letters of credit
ter of credit. A document may not be oral. andto certain rights andbligations arising out of transactions

(g) “Good faith” means honesty fact in the conduct or trans INVolving letters of credit.
actionconcerned. (2) The statement of a rula this chapter does not by itself
(h) “Honor” of a letter of credit means performance of the-issf€auire.imply, or negate application of the same or #edént rule
er'sundertaking in the letter of credit to pay or deliver an item & & Situation not provided foor to a person not specified, in this
value. Unless the letter of credit otherwise provides, honor occifidapter.
in any of the following circumstances: (3) With the exception of this subsection, sui3.and(4), ss.
1. Upon payment. 405.102(1) (i) and(j), 405.106 (4)and405.114 (4) and except to

2. If the letter of credit provides for acceptance, upon acce e extent prohibited in $401.102 (3pnd40S.117 (4) the gf_ect
anceof a draft and, at maturitjts payment. this chapter may be varied by agreement or by a provision stated

3. If the letter of credit provides for incurrin deferr (gr incorporated by reference an undertaking. A term in an
oblivation ueoﬁ iﬁcu?rilg ehe oFk;Iio atigﬁ a%d aiumatgria eeer €Agreemenbr undertakinggenerally excusing liability or gener
forrr?ance‘ p g 9 ’ iys p ally limiting remedies for failure to perform obligations is not suf

N w Y . ficient to vary obligations prescribed by this chapter
(i) “Issuer” means a bank or other person that issues a letter ioTe: section 401.102 (3) waspealed by2009 Ws. Act 320 Corrective

credit, but does not include andividual who makes an engage legislationis pending.

mentfor personal, familyor household purposes. (4) Rightsandobligations of an issuer to a beneficiary or a
() “Letter of credit” means a definite undertaking thatisfies nominatedperson under a letter ofedit are independent of the

the requirements of €105.104by an issuer to a beneficiary at theexistence,performance, or nonperformance of a contract

requesbr for the account of an applicant iorthe case of a finan arrangemenout of which the letter of credit arises or which under

(2) Definitions in other chapters applying to this chapted
e sections in which they appear are:
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liesit, includingcontracts or arrangements between the issuer aftb.113and unless otherwise agreed with the applicant, an issuer
the applicant and between the applicant and the beneficiary shalldishonor a presentation that does not appear so to comply
History: 2005 a. 213 (2) Anissuer has a reasonable time after presentation, but not

) ) ) beyondthe end of the 7th business day of the issuer aftefathe
405.104 Formal requirements. A letter of creditconfirma  of jtg receipt of documents, to do any of the following:
tion, advice, transfelamendment, or cancellation mayisgued (a) To honor

in any form that is a record and is authenticétgdny of the fol (b) If the letter of credit providefor honor to be completed

lowing me_thods: morethan 7 business days after presentation, to accept a draft or
(1) Asignature. _ incur a deferred obligation.
(2) In accordance with the agreement of the pactige stan (c) To givenotice to the presenter of discrepancies in the pre
dardpractice referred to in ¢05.108 (5) sentation.
History: 2005 a. 213 (3) Exceptas otherwise provided in suld), an issuer is pre

405.105 Consideration. Consideration is not required tod”dEdfrom asserting as a baser dishonor any discrepancy if

issue amend, transfeor cancel a letteof credit, advice, or con UMely notice is not given, or any discrepancy not stated in the
firmation. noticeif timely notice is given.
History: 2005 a. 213 (4) Failureto give the noticepecified in sub(2) or to mention
fraud, forgery, or expiration in the notice does not preclude the
405.106 Issuance, amendment, cancellation, and issuerfrom assertings a basis for dishonor fraud ordery as
duration. (1) A letter of credit is issued and becomes enforcglescribedin s.405.109 (1)or expirationof the letter of credit
ableaccording to its terms against the issuer when the issuer seiffgrepresentation.
or otherwise transmits it to the person requesietivise or to the  (5) An issuer shall obsenstandard practice of financial insti
beneficiary. A letter of credit is revocable only if it so providesiutionsthat regularly issue letters ofedit. Determination of the
(2) Atfter a letter of credit is issued, rights and obligations ¢ftandardpractice is a mattesf interpretation for the court. The
abeneficiary applicant, confirmerand issuer are notfatted by ~courtshall ofer the parties a reasonable opportunity to present
anamendment or cancellation to which that person hasaret €videnceof the standard practice.
sentedexcept to the extent the letter of credit provides that it is (6) An issuer is not responsible for any of the following:
revocableor that the issuer may amend or cancel the letter of credit(a) The performance or nonperformance of the underlying
without that consent. contract,arrangement, or transaction.
(3) If thereis no stated expiration date or other provision that (b) An act or omission of others.
determinests duration, a letter of credit expires one year after its (¢) Observance or knowledge of the usage pérticular trade
stateddate of issuance df none is stated, after the date on whiclatherthan the standard practice referred to in §5.
it is issued. (7) If an undertaking constituting a letter of credit contains
(4) A letter of credit thastates that it is perpetual expires mondocumentargonditions, an issuer shall disregard the nendo
yearsafter its stated date of issuance, or if none is stated, after ¢denentaryconditions and treat them as if they were not stated.
dateon which it is issued. (8) An issuerthat has dishonored a presentation shall return
History: 2005 a. 213 the documents or hold them at the dispasfabnd send advice to

405.107 Confirmer, nominated person, and adviser thateffect to, the presenter

(1) A confirmer is directly obligated on a letter of credit and rrﬁ ©) ’g”b'siﬁ.er tnat tha_s honored a presentation as permitted or
therights and obligations of an issuer to the extent of its confir, Eqwre y this chapter . . .

tion. The confirmer also has rights against and obligations to the(2) IS entitled to be reimbursed by thgplicant in immediately
issueras if the issuer were an applicant and the confirmer h@ygilablefunds not later than the date of its payment of funds;
issuedthe letter of credit at the request and for the account of the() Takes the documents free of claims of the beneficiary or

issuer. presenter;
(2) A nominated person who is not a confirmer is not obligated (C) Is precluded from asserting a right of recourse on a draft
to honor or otherwise give value for a presentation. underss.403.414and403.415

(3) A person requested to advise may decline to aanas, (d) Except as otherW|$e provided in 435.110and405.117,_
adviser. An adviser that is not a confirmer is not obligated to honisy Precluded from restitution of money paid or other value given
or give value for gresentation. An adviser undertakes to thiay mistake to thextent the mistake concerns discrepancies in the
issuerand to the beneficiary accurately to advisetémms of the documentsor tender that are apparent on the face of the presenta
letter of credit, confirmation, amendment, or advice received Bign; and
thatperson and undertakes to the beneficiary to check the apparer(g) Is dischaged to the extent afs performance under the-et
authenticityof the request to advise. Even if the advice is inaccigr of credit unless the issuer honored a presentation in which a
rate,the letter of credit, confirmation, or amendment is enforcéequiredsignature of a beneficiary was fed.
ableas issued. History: 2005 a. 213

(4) A person who notifies ansferee beneficiary of the termsyos 109  Fraud and forgery . (1) If a presentation isnade

of aletter of credit, confirmation, amendment, or advice has tﬂ?atappears on its face strictly to comply with the terms and condi

rightsand obligations of an adviser under S@. The terms in ionsof the letter of credit, but a required document igdaror
the notice to the transferee beneficiary mayedifrom the terms  ateriallyfraudulent, or honor of the presentation would facilitate

in any notice to the tra_nsferbe_nefic_iary to the extent permitteda material fraud by the beneficiary on the issuer or applicant:
by the letter of credit, confirmation, amendment, or advice (a) The issuershall honor the presentation, if honor is

receivedby the person who so natifies. demandedy any of the following:

History: 2005 a. 213 . . . .
1. A nominated person that has given value in good faith and
405.108 Issuer’s rights and obligations. (1) Exceptas Withoutnotice of fogery or material fraud. ,
otherwiseprovided in s405.109 an issuer shall honor a presenta 2. A confirmer that has honored its confirmation in good faith.
tion that, as determined by the standard practice referred to in sub.3. A holder in due course of a draft drawn under the letter of
(5), appears on its face strictly to comply with the terms and €ondreditthat was takeafter acceptance by the issuer or nominated
tions of the letter of credit.Except as otherwise provided in sperson.
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4. An assigneef the issués or nominated persanteferred (4) An issuer nominated person, or adviser who is found
obligationthat was taken for value and without noticdasfery liable under sub(1), (2), or (3) shallpay interest on the amount
or material fraud after the obligation was incurred by the issuerawed thereunder from the date of wrongful dishonor or other

nominatedperson. appropriatedate.
(b) The issueracting in good faith, may honor or dishonor the (5) Reasonablattorneys fees and other expenses of litigation
presentationn any case not described under. fax shall be awarded to the prevailing party in an actiomhich a

(2) If an applicant claims that required document is fped  remedyis sought under this chapter
or materially fraudulent or that honor tife presentation would  (6) Damageshat would otherwise be payable by a party for
facilitate a material fraud by the beneficiary on the issueppli  breachof an obligation under this chapter may be liquidated by
cant,a courtof competent jurisdiction may temporarily or permaagreemenor undertaking, but only in an amount or by a formula
nently enjoin the issuer from honoring a presentation or grant sithatis reasonable in light of the harm anticipated.
ilar relief against the issuer or other persons only if the court findstistory: 2005 a. 213
thatall of the following conditions are met:

(a) The relief is not prohibited under the law applicable to gtP>-112 Transfer of letter of credit. (1) Except as other

acceptediraft or deferred obligation incurred by the issuer  WiS€provided in s405.113 unless a letter of credit provides that
it is transferable, the right of a beneficiary to draw or otherwise

(b) A beneficiary issuey or nominated person who mag  yonandperformanceunder a letter of credit may not be trans
adverselyaffected is adequately protected against loss that it MY ed

sufferbecause the relief is granted. (2) Evenif a letter of credit provides that it is transferable, the

the(lcja)wAtl)lf?;;ggtg?:ﬂgsg%é%ﬁﬁgf a person to the relief und%suermay refuse to recognize or caoyt a transfer if any of the
) following conditions are met:

(d) On the basis of the information submitted to the court, the : .
applicantis more likely than not to succeed under its claim af-for (@) The transfer would violate applicable Jaw

ery or material fraud and the person demanding honor does nofP) The transferor or transferee has failed to comply with any
qualify for protection under sulfl) (a) requiremenstated in the letter of credit or any other requirement

History: 2005 a. 213 relatingto transfeimposed by the issuer which is within the stan
dardpractice referred to in 4¢05.108 (5)or is otherwise reasen
405.110 Warranties. (1) If its presentation is honored, theableunder the circumstances.
beneficiarywarrants all of the following: History: 2005 a. 213
(a) To the issuerany other person twhom presentation is

; . 405.113 Transfer by operation of law . (1) A successor of
rk?ggz‘gsngig;% ?rﬁ)ggggnltbgh?{)there isinaud or fogery of the a beneficiary may consent to amendments, sign and present docu

ments, and receivyeaymenbr other items of value in the name of

(b) To the applicant, that the drawing does not violate anye heneficiary without disclosing its status as a successor
agreemenbetween the applicant and beneficiary or any other (2) A successor of a beneficiary may consent to amendments

irgergﬁment intended bpemto be augmented by the letter Ofsign and present documents, and receive payment or other items

(2) Thewarranties in sulf1) arein addition to warranties asis of value in its own name as the disclosed successor of the-benefi

. > ciary. Except as otherwise provided in s(8), an issuer shall rec
ing under chsd03, 404, 407, and408 because of the presentationy, iz e disclosed successor of a beneficiarpereficiary in full
or transfer of documents covered by any of those chapters.

History: 2005 a. 213 substitution for its predecessor upmmpliancewith the require
¥ : mentsfor recognition by the issuer of a transfer of drawing rights

405.111 Remedies. (1) If an issuer wrongfully dishonors orby operation of law undethe standard practice referred to in s.
repudiatesits obligation to pay money underleiter of credit 405.108(5)or, in the absence of such a practice, compliavitte
beforepresentation, the beneficiaguccessoor nominated per Otherreasonable procedures fitient to protect the issuer
sonpresenting oiits own behalf may recover from the issuer the (3) An issuer is not obliged to determine whether a purported
amountthat is the subject of the dishonor or repudiation. If trgliccessor is a successor of a beneficiary or whether the signature
issuer’sobligation under the letter of credit is not for the paymesf a purported successor is genuine or authorized.
of money the claimant may obtain specific performanceabthe (4) Honor of a purported successsrapparently complying
claimant'selection, recover an amount equal to the valysesf presentatiorunder sub(1) or (2) has the consequences specified
formancefrom theissuer In either case, the claimant may alsin s.405.108 (9)even if the purported successor is not the succes
recoverincidental but notonsequential damages. The claimarsior of a beneficiaryDocuments signed in the name of the benefi
is not obligated to take action to avoid damages that might be disry or of a disclosed successor bperson who is neither the
from the issuer under this subsection. If, although not obligatedneficiary nor the successor of the beneficiary agetbdoe
to do so,the claimant avoids damages, the clainsargcovery umentsfor the purposes of 405.109
from the issuer must be reduced by the amountahages  (5) An issuer whose rightsf reimbursement are not covered
avoided. The issuer has the burden of proving the amount of dagy sub.(4) or substantially similar law and any confirmer or nomi
agesavoided. In the case of repudiation the claimant need negtedperson may decline to recognize a presentation under sub.
preseniany document. ).

(2) If an issuer wrongfully dishonors a draft or demand pre () A beneficiary whose name is changed after the issuance of

sentedunder a letter of credit or honors a draft or demand in breagfatter of credit has the same rights and obligations as a successor
of its obligation to the applicant, the applicant may recoverdag¥ a beneficiary under this section.

agesresulting from the breach, including incidental but not conse istory: 2005 a. 213
guentialdamages, less any amount saved as a result of the breach.

(3) If an adviser or nominated person other than a confirn#@5.114  Assignment of proceeds. (1) In this section,
breachesn obligation under this chapter or an issuer breaches‘BfPceedsof a letter of credit” means the cash, check, accepted
obligation not covered in suk{1) or (2), a person to whom the draft, or other item of value paid or delivered upon honaiging
obligation is owed may recover damages resulting from tHf value by the issuer or any nominated person under the letter of
breach,including incidentabut not consequential damages, les¢'edit. The term does not includebaneficiarys drawing rights
any amount saved as a result of the breaahth& extent of the or documents presented by the beneficiary
confirmation,a confirmer has the liability of an issuer specified (2) A beneficiary may assign its right to part oraflthe pre
in this subsection and sulfd) and(2). ceedof a letter of credit. The beneficiary may do so before pre
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sentation as a present assignnrits right to receive proceedsing, those rules govern except to the extdrany conflict with the
contingent upon its compliance with the teramsl conditions of nonvariableprovisions specified in €05.103 (3)
the letter of credit. (4) If there is conflict between this chapter and 408, 404,
(3) An issueror nominated person need not recognize atd9, or410, this chapter governs.
assignmenbf proceeds of a lettef credit until it consents to the  (5) Theforum forsettling disputes arising out of an undertak
assignment. ing within this chapter may be chosen in the manner and with the
(4) Anissuer or nominated person has no obligation to give lsinding effect that governing law may h#hosen in accordance
withhold its consent to an assignmentpgrbceeds of a letter of with sub.(1).
credit, but consent may ndbe unreasonably withheld if the History: 2005 a. 213
assignegossesses and exhibits the lettecrefdit and presenta . . . .
tion of the letter of credit is a condition to honor 405.117 Subrogation of issuer , applicant, and nomi -
(5) Rightsof a transferee beneficiary or nominated peesen na_ted'persgn. 1) dAn |$ﬁuer_ tnat hcf)nrc])rst? ber];l_eﬁuaryfrers]en
independenbf the beneficiarg assignmentf the proceeds of a tation s subrogated to the rights of the beneficiary to the same

; ; ; - extentas ifthe issuer were a secondary obligor of the underlying
Iceetteedrsof credit ancare superior to the assigreeight to the pro obligationowed to the beneficiary and of the applicant to the same

(6) Neitherthe rights recognized by this section between extent as if the issuer were the secondary obligor of the underlying

) : . - bligationowed to the applicant.
assigneand an issuetransferee beneficiargr nominated per ) ; . .
sonnor the issués or nominated persabayment oproceeds (2) An applicant thateimburses an issuer is subrogated to the

to an assignee or third person décts the rights between the9Nts Of the issuer against any beneficigpyesenteror nomy
assigneend any person other than fissuer transferee benefi natedperson to the same extent as if the appliaane the secen
ciary, or nominated person. The mode of creatinggertecting daryobligor of the obligations owed to the issuer and has the rights
aseéurity interest in or grahting an assignmre beneficiang of subrogation of the issuer to the rights of the beneficiary stated

rightsto proceeds igoverned by ch409 or other law Against in sub.(1). i . .

personsther than the issudransferee beneficigrgr nominated (3) A nominated person who pays or gives value against

person.the rights and obligations arising upon threation of a draft.or demandgresented under a letter of credit is subrogated to

securityinterest or other assignmentabeneficiang right to pre  therights of all of the following:

ceedsand its perfection are governed by 489 or other law (a) The issuer against the applicant to the same extent as if the
History: 2005 a. 213 nominatedperson were a secondary obligafr the obligation

owedto the issuer by the applicant.
(b) The beneficiary to the same extent as if the nominated per
nwere asecondary obligor of the underlying obligation owed

405.115 Statute of limitations. An action toenforce a right
or obligation arising under this chapter must be commenc%qf
within one year after the expiration date of the relevant letter o
creditor one year after the date ttesuse of action accrues, which @ihe benef|C|ar_.y . .
ever occurs later A cause of action accrues when the breach (€) The applicant to same extent as if the nominated person
occursregardless of the aggrieved pastiack of knowledge of werea secondary obligor of thenderlying obligation owed to the
the breach. applicant. ,

History: 2005 a. 213 (4) Notwithstandingany agreement or terto the contrary

therights of subrogation stated in sulik) and(2) do not arise

405.116 Choice of law and forum. (1) Theliability of an  until the issuer honors the letter of credit or otherwise pays and the
issuer,nominatecperson, or adviser for action or omission is-govtightsin sub.(3) do not arise until the nominated person pays or
ernedby the law of the jurisdiction chosen by an agreement in tidgherwise givesalue. Until then, the issugnominated person,
form of a record signed or otherwise authenticated by fhetall andthe applicant do not derive under this section present er pro
partiesin the manner provided in 405.104or by a provision in spectiverights forming the basis of a claim, defense, or excuse.
the persors letter ofcredit, confirmation, or other undertaking. History: 2005 a. 213
The jurisdiction whose law is chosen need hear any relation o ) )
to the transaction. 405.118 Security interest of issuer or nominated per -

(2) Unlesssub.(1) applies, the liability of an issyerominated SON- (1) An issuer or nominated person has a security interest
person,or adviserfor action or omission is governed by the laf? & document presented under a letter of credit to the extent that

of the jurisdiction inwhich the person is located. The person {§1€iSsuer or nominated person honors or gives value for the pre
consideredo be locatedt the address indicated in the personSéntation. ) _
undertaking. If more than one address is indicated, the person is(2) Solong as ando the extent that an issuer or nominateel per
consideredo be located at the address from which the pessorgonhasnot been reimbursed or has not otherwise recovered the
undertakingwas issued. For the purposdwfsdiction, choice of Valuegiven with respect to a securityterest in a document under
law, and recognition of interbranch letters of credit, but n&ub.(1), thesecurity interest continues and is subject to4c#,
enforcemenbf a judgment, all branches of a bank are considerbdt:
separatguridical entities and a bank is considetede located (a) A security agreement is not necessary to make the security
atthe place where its relevant branch is considered to be locatddrestenforceable under 409.203 (2) (c)
under this subsection. (b) If the documenis presented in a medium other than a-writ
(3) Exceptas otherwise provided in this subsection, the Habiten or other tangible medium, the security interest is perfected,;
ity of an issuemominated person, adviser is governed by anyand
rules of custom or practice, such as taiform Customs and  (c) If the document is presented in a written or other tangible
Practicefor Documentary Credits, to which the letter of creditmediumand is not zertificated securitya chattel papea docu
confirmation,or other undertaking is expressly madject. If mentof title, an instrument, or a letter of credit, the security inter
this chaptewould govern the liability of an issygrominated per estis perfected and has priority over a conflicting security interest
son,or adviser under sulfl) or (2), if the relevant undertaking in the document so long as the debtor does not have possession of
incorporatesules of custom or practice, andtlifere is conflict the document.
betweenthis chapter and those rules as applied to that undertaldistory: 2005 a. 213
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