
 

 vii 

Summary of Contents 
VOLUME 1 

Part I   BANKING LAW 

1 Organization and Structure 
2 Bank Powers and Functions 
3 Bank Supervision and Regulation 
4 Specialized Organizations With Banking Functions 
5 International Banking 
6 Consumer Protection 
7 Offenses and Crimes 

VOLUME 2 

Part II   BANKRUPTCY 

8 Liquidation 
9 Reorganization 
10 Debt Adjustment for Individuals With Regular Income 

Part III   TRUST LAW 

[Chapters 11 through 15 reserved] 
16 Trusts 
17 Future Interests 

Part IV   ARTICLE 3, COMMERCIAL PAPER 

18 Kinds of Commercial Paper and Parties 
19 Negotiability and Essential Elements of Negotiability 
20 Transfer and Negotiation 
21 Rights of Holder and Defenses 
22 Liability of the Parties 
23 Presentment, Notice of Dishonor, and Protest 
24 Discharge 

Part V   ARTICLE 4, BANK DEPOSITS AND COLLECTIONS 

25 Introduction to Bank Deposits and Collections 
26 Collection of Items—Depository and Collecting Banks 
27 Collection of Items—Payor Banks 
28 Relationship Between Payor Bank and Its Customer 
29 Collection of Documentary Drafts 



viii SUMMARY OF CONTENTS 

 

Part VI   OTHER ARTICLES OF THE UCC 

30 Article 5, Letters of Credit 
31 Article 8, Investment Securities 
32 Article 9, Secured Transactions 

Part VII   REAL ESTATE LOANS 

33 Real Estate Loans 

 

Table of Cases 

Index 

 



 

3/12 ix 

Table of Contents 

VOLUME 1 
About the Author .................................................................................................  iii 

Preface .................................................................................................................  v 

Summary of Contents .......................................................................................... vii 

PART I BANKING LAW 
1 Organization and Structure 
1.00 Incorporation ....................................................................................  1-1 
 (also see Sections 1.15 Discretion in Issuing Charter;  

1.25 Changing Place of Business on the accompanying CD) 
1.05 Charters, Licenses, and Certificates, In General .................  1-1 
1.20 Use and Change of Name ...................................................  1-1 

2.00 Stock and Dividends ........................................................................  1-3 
 (also see Sections 2.05 Negotiability; 2.10 Book Value;  

2.15 Lost and Stolen Certificates; 2.20 Stock Subscriptions;  
2.35 Effect of Bylaws; 2.45 Voting; 2.50 Dividends on the  
accompanying CD) 
2.06 Abandoned Securities ..........................................................  1-4 
2.25 Transfer and Sale ................................................................  1-4 

2.30 Induced by Fraud ...............................................  1-4.1 
2.40 Right of Bank to Purchase Its Own Shares ..........................  1-5 
2.41 Bank’s Stock as Security for a Loan ....................................  1-5 
2.55 Valuation ..............................................................................  1-5 

3.00 Stockholders ....................................................................................  1-8 
 (also see Sections 3.05 Right of Stockholders to Sue or Defend on  

Behalf of Corporation; 3.10 Right of Stockholders to Object to  
Merger; 3.25 Liability to Creditors; 3.30 Transfer Prior to Insolvency; 
3.35 Who May Enforce; 3.40 Deceased Stockholders; 3.45 Stock  
Issued in Name of Another Person; 3.55 Pledgee; 3.60 Stock  
Purchased on Misrepresentation; 3.65 Trustees, Guardians, and  
Life Tenants; 3.70 Assessment of Stockholders; 3.75 Controlling 
Shareholders on the accompanying CD) 
3.15 Right of Stockholders to Inspect Books ...............................  1-8 
3.20 Rights of National Bank Stockholders ..................................  1-9 
3.50 Where Transfer Not Recorded .............................................  1-9 

4.00 Directors ...........................................................................................  1-9 
 (also see Sections 4.15 Authority; 4.20 Inspection of Books;  

4.25 Ratification; 4.30 Compensation; 4.35 Advance to Bank;  
4.45 Excessive or Improper Loans; 4.55 Dishonesty of Officer;  



x TABLE OF CONTENTS 

 

4.65 Reliance by Depositors; 4.70 Reliance by Purchasers of Bank  
Stock; 4.75 Removal on the accompanying CD) 
4.05 Election and Qualifications ................................................  1-10 
4.10 Duties of Directors .............................................................  1-11 
4.40 Liability of Directors, In General .........................................  1-11 

4.50 Mismanagement ..................................................  1-13 
4.60 False Statements ................................................  1-14 

5.00 Officers and Employees ................................................................  1-17 
 (also see Sections 5.20 Authority of President; 5.25 To Borrow  

Money; 5.45 Acts of Vice-President; 5.50 Notice to Officer as  
Notice to Bank; 5.55 False Entries by Officers on the  
accompanying CD) 
5.05 Authority, In General ..........................................................  1-17 
5.10 Liability, In General ............................................................  1-18 
5.15 Criminal Liability of Officers ...............................................  1-18 
5.30 Personal Liability of President ...........................................  1-19 
5.32 Bank Attorney ....................................................................  1-20 
5.35 Bank’s Liability—Acts of Officers or Employees ................  1-20 

5.40 Acts of President .................................................  1-22 
5.60 Compensation ...................................................................  1-22 
5.65 Discharge From Employment of Officers or Employees ....  1-30 
5.66 Whistleblower Protection ...................................................  1-38 
5.67 Age Discrimination in Employment Act ..............................  1-45 
5.70 Directors’ and Officers’ Insurance Claims ..........................  1-59 
5.75 Sexual Harassment ...........................................................  1-73 
5.80 Family and Medical Leave Act ...........................................  1-83 
5.85 Other Employment Discrimination .....................................  1-89 
5.90 Americans With Disabilities Act .......................................  1-122 
5.95 Fair Labor Standards Act .................................................  1-140 
5.97 Covenants Not to Compete .............................................  1-143 

2 Bank Powers and Functions 
9.00 Banking Powers Generally ..............................................................  2-1 
 (also see Section 9.05 In General on the accompanying CD) 

9.10 Practicing Law .....................................................................  2-1 
9.15 Insurance Business .............................................................  2-2 

 (also see Section 9.20 Real Estate Business on the  
accompanying CD) 
9.25 Doing Business in a Foreign State .......................................  2-6 

 (also see Section 9.30 Issuance of Credit Cards on the  
accompanying CD) 
9.35 Purchasing and Holding Stock in Other Corporations..........  2-7 

9.40 Taxes—Generally .............................................................................  2-8 

10.00 Contractual Obligations ................................................................  2-11 
10.05 In General ..........................................................................  2-11 
10.10 Good Faith .........................................................................  2-41 
10.15 Economic Duress ...............................................................  2-43 



 TABLE OF CONTENTS xi 

 

 (also see Sections 10.20 Promissory Estoppel;  
10.25 Promissory Fraud; 10.30 Night Depository Agreement on 
the accompanying CD) 
10.35 Arbitration ..........................................................................  2-43 
10.40 Choice of Law ..................................................................  2-113 

 (also see Sections 12.00 Investment Services;  
12.05 In General; 12.10 By Bank for Depositor on  
the accompanying CD)  

14.00 Other Loans and Discounts ........................................................  2-115 
14.05 Liabilities of Parties ..........................................................  2-115 
14.10 Relation Between Bank and Borrower .............................  2-119 
14.11 Relation Between Bank and Guarantor ...........................  2-127 
14.12 Enforcement of Guaranty ..............................................  2-132.2 

 (also see Sections 14.15 Excessive Loans; 14.20 False  
Credit  Statement; 14.30 Purpose Loans on the  
accompanying CD)  
14.35 Participating Loans .....................................................  2-132.11 
14.36 Attorney Fees .............................................................  2-132.13 
14.37 Student Loans ............................................................  2-132.14 
14.40 Derivative Transactions ..............................................  2-132.15 
14.45 Future Advance Clauses ............................................  2-132.21 
14.50 Prepayment Penalties .................................................  2-132.22 

15.00 Interest .....................................................................................  2-132.23 
15.05 Construction and Validity of Interest Clause ...............  2-132.23 
15.10 Computation of Interest ..............................................  2-132.24 
15.20 Interest on Deposits ....................................................  2-132.25 

 (also see Sections 15.25 When Interest Starts to Run;  
15.35 Compound Interest on the accompanying CD) 

17.00 Electronic Funds Transfer ......................................................  2-132.26 
17.05 In General ...................................................................  2-132.26 
17.10 Erroneous Transfers ...................................................  2-132.42 
17.12 Automated Clearing House Transactions ...................  2-132.43 
17.15 Liability Under Federal Statutes ..................................  2-132.46 
17.20 Liability Under UCC Article 4A ....................................  2-132.62 
17.25 Automated Teller Machines—State Law ..........................  2-152 
17.30 Internet Activities ..........................................................  2-152.2 

 (also see Sections 18.00 Consumer Checking Equity (NOW)  
Account Act; 18.05 In General on the accompanying CD) 

19.00 Liens and Setoff ...........................................................................  2-153 
19.05 Liens, In General .............................................................  2-153 
19.10 Priority of Liens ................................................................  2-154 
19.15 Tax Liens .........................................................................  2-156 
19.25 Right of Setoff, In General ...............................................  2-158 
19.50 Joint Notes and Deposits .................................................  2-166 
19.80 Attachment and Garnishment ..........................................  2-168 

20.00 Joint Deposits ...........................................................................  2-174.4 
20.05 In General .....................................................................  2-174.4 



xii TABLE OF CONTENTS 

 

3 Bank Supervision and Regulation 
21.00 National Banks .................................................................................  3-1 

21.05 In General ............................................................................  3-1 
 (also see Section 21.06 Trust Accounts on the accompanying CD) 

21.10 State’s Power to Regulate ...................................................  3-5 
21.15 Preemption of State Laws ....................................................  3-6 

 (also see Sections 21.20 Powers; 21.25 Dealings in Securities  
on the accompanying CD and 39.75 Federal Preemption of  
State Law) 
21.30 Establishing Branches .......................................................  3-48 

 (also see Sections 21.35 National Bank as Guarantor;  
21.40 Misapplication of Funds; 21.45 Liquidation on the  
accompanying CD) 
21.50 Procedural Issues ..............................................................  3-50 

21.55 Actions in a Foreign State ...................................  3-59 
21.56 Office of the Comptroller of the Currency— 

Administrative Powers .......................................................  3-61 
21.60 Dismissal of Bank Officer ...................................................  3-64 

 (also see Section 21.65 Consumer Credit on the  
accompanying CD) 
21.70 Mergers and Acquisitions ..................................................  3-65 

22.00 Federal Reserve Banks .................................................................  3-66 
22.05 Powers of Federal Reserve Board .....................................  3-66 

22.06 Administrative Proceedings .................................  3-67 
22.07 Suits Against Federal Reserve Board .................  3-68 

 (also see Sections 22.10 Powers of Federal Reserve Banks;  
22.20 Jurisdiction of Courts on the accompanying CD) 

22.15 Loans for Purchase of Stock ...............................  3-69 

23.00 Federal Deposit Insurance Corporation .......................................  3-69 
 (also see Sections 23.06 Actions Against Former Directors and  

Officers; 23.07 Actions and Proceedings Against Professionals;  
23.15 Administrative Powers on the accompanying CD) 
23.05 In General ..........................................................................  3-69 
23.10 Insurance on Deposits .......................................................  3-71 
23.16 Assets and Liabilities of Assuming Banks ..........................  3-71 

 (also see Section 23.20 Application of Federal Deposit Insurance  
on the accompanying CD) 
23.21 Federal Deposit Insurance Corporation as Liquidator ........  3-72 
23.25 Receivership of Closed Bank .............................................  3-73 
23.30 Receivership of Insolvent Bank .........................................  3-74 
23.40 Federal Deposit Insurance Corporation as Receiver— 

Powers and Defenses in General ......................................  3-75 
23.45 D’Oench, Duhme Doctrine ...................................  3-77 

 (also see Section 23.50 Holder-in-Due-Course Doctrine on the 
accompanying CD) 

23.55 Repudiation of Contracts .....................................  3-80 
23.56 Enforcement of Contracts ..................................................  3-84 

 (also see Section 23.60 Liability Under Purchase and Assumption 
Agreements on the accompanying CD) 



 TABLE OF CONTENTS xiii 

 

23.65 Sovereign Immunity .............................................  3-90 
 (also see Section 23.70 Rights of Assignees on the  

accompanying CD) 
23.75 Deposit Liability..................................................................  3-90 
23.80 Bank Insurance Fund and Savings Association  

Insurance Fund ..................................................................  3-91 

24.00 State Regulation of Banking .........................................................  3-95 
24.05 In General ..........................................................................  3-95 
24.10 Constitutionality of Regulatory Laws ..................................  3-96 
24.11 Conflict With Federal Law and Regulation .........................  3-97 

 (also see Sections 24.15 Issuance of Charters; 
24.20 Establishment of Branches; 24.25 Court Authority Over  
Banks; 24.30 Grant of License; 24.35 Review of Regulatory  
Decisions; 24.40 Jurisdiction of State Courts on the  
accompanying CD) 

24A.00 Securities Regulation ....................................................................  3-99 
24A.05 Securities Defined ..............................................................  3-99 
24A.10 RICO Claims (also see ¶ 40.40) ......................................  3-100 
24A.15 Securities Fraud...............................................................  3-103 

 (also see Sections 24A.20 Statute of Limitations;  
24A.25 Negligent Representations; 24A.26 Aiding and Abetting;  
24A.30 State Regulation of Securities; 24A.35 Liability of  
Professionals; 24A.36 Banking Exemption Under Securities Act;  
24A.40 Abandoned Securities; 24A.45 Registration Requirement;  
24A.46 Insider Trading on the accompanying CD) 

4 Specialized Organizations With Banking 
Functions 

25.00 Savings Associations ......................................................................  4-1 
 (also see Sections 25.05 Bylaws; 25.10 Powers of Savings Banks;  

25.15 Contract to Make Loan; 25.20 Liability for Incorrect Payment;  
25.25 Production of Passbook; 25.30 Payment After Depositor’s  
Death; 25.35 Savings Bank Life Insurance; 26.00 Savings and Loan 
Associations; 26.10 Branches; 26.15 Federal Savings and Loan 
Associations; 26.16 Liabilities of Assuming Banks; 26.20 Tying 
Arrangements; 26.25 Authority of Office of Thrift Supervision to  
Appoint Receiver or Conservator; 26.30 Procedural Issues;  
26.35 Resolution Trust Corporation Powers and Defenses as  
Receiver and Conservator—In General; 26.40 Exhaustion of  
Remedies; 26.45 D’Oench, Duhme Doctrine; 26.50 Holder-in- 
Due-Course Doctrine; 26.55 Repudiation of Contracts;  
26.60 Actions Against Former Directors and Officers;  
26.61 Actions Against Professionals; 26.65 Foreclosure Actions  
on the accompanying CD) 
26.05 In General ............................................................................  4-1 

26.06 Administrative Proceedings ...................................  4-3 
26.17 Government Agreements and FIRREA ................................  4-4 



xiv TABLE OF CONTENTS 

 

26A.00 Federal Home Loan Banks ..............................................................  4-7 
26A.05 In General ............................................................................  4-7 

27.00 Federal Land Bank ...........................................................................  4-9 
 (also see Sections 27.05 Liability; 28.00 Industrial Banks or  

Morris Plan Banks; 28.05 In General; 29.00 Branch Banks;  
29.05 In General; 29.10 Machines as Bank Branches;  
29.15 Branch as Separate Entity on the accompanying CD) 
27.10 Farm Credit Banks ...............................................................  4-9 

30.00 Bank Holding Companies ..............................................................  4-10 
 (also see Sections 30.20 Acquisition of Nonbanks; 30.30 Powers of 

Subsidiaries; 31.00 Clearinghouses; 31.05 Clearinghouse Rules;  
31.10 Return of Check or Note Under Clearinghouse Rule on the 
accompanying CD) 
30.05 In General ..........................................................................  4-10 
30.10 Acquisition of Banks ..........................................................  4-11 
30.15 Nonbanking Activities ........................................................  4-12 
30.25 Tying Arrangements (also see ¶ 40.65) .............................  4-12 

32.00 Credit Unions .................................................................................  4-15 
 (also see Sections 32.10 Effect of Usury Laws; 32.15 Loans by  

Credit Unions; 32.17 Negligence on the accompanying CD) 
32.05 In General ..........................................................................  4-15 
32.06 National Credit Union Administration Regulation ...............  4-16 
32.07 National Credit Union Administration Board—Actions and 

Proceedings .......................................................................  4-18 
32.08 State Regulation of Credit Unions......................................  4-20 
32.16 Fraud by Officer .................................................................  4-20 

5 International Banking 
33.00 Foreign Branches of Domestic Banks ...........................................  5-1 

33.05 In General ............................................................................  5-1 

33A.00 Conflicts of Law ...............................................................................  5-2 
33A.05 Choice of Law Doctrine ........................................................  5-2 
33A.10 Enforceability of Judgments .................................................  5-6 

33B.00 Currency ...........................................................................................  5-7 
33B.05 Foreign Currency Transactions ...........................................  5-7 

33C.00 Claims Against Foreign Banks .......................................................  5-9 
33C.05 Subject Matter Jurisdiction ...................................................  5-9 
33C.10 Personal Jurisdiction ..........................................................  5-10 

34.00 Foreign-Owned Banking Corporations .....................................  5-10.2 
34.05 In General .......................................................................  5-10.2 
34.10 Foreign Tax Credits ...........................................................  5-12 
34.15 Business Transactions With Foreign-Owned Entities ........  5-12 

34A.00 Sovereign Immunity .......................................................................  5-14 
34A.05 Foreign Sovereign Immunities Act .....................................  5-14 



 TABLE OF CONTENTS xv 

 

34B.00 International Letters of Credit .......................................................  5-22 
34B.05 Jurisdiction .........................................................................  5-22 
34B.06 Export Controls and Regulations .......................................  5-24 
34B.10 Conflicts of Law .................................................................  5-24 
34B.11 Application of Foreign Contract Law ..................................  5-26 
34B.15 Uniform Customs and Practice ..........................................  5-26 
34B.16 Reformation Actions ..........................................................  5-29 
34B.20 Arbitration ..........................................................................  5-29 
34B.25 Honoring the Letter of Credit .............................................  5-30 

34B.26 Compliance With Terms of the Credit ..................  5-35 
34B.27 Anticipatory Breach ............................................................  5-38 
34B.30 Enjoining Payment Under the Letter—Injunction  

Granted Due to Fraud ........................................................  5-39 
34B.35 Injunction Denied .................................................  5-40 
34B.40 International Comity ............................................  5-43 
34B.41 Act of State Doctrine ...........................................  5-44 

6 Consumer Protection 
35.00 In General .........................................................................................  6-1 
 (also see Section 35.25 Liability for Charges on the  

accompanying CD) 
35.05 State Laws ...........................................................................  6-1 
35.10 Expedited Funds Availability Act .......................................  6-8.1 
35.15 Home Equity Loan Consumer Protection Act ....................  6-11 
35.30 Consumer Leasing Act ......................................................  6-12 
35.35 Fair Debt Collection Practices Act .....................................  6-20 
35.36 Real Estate Settlement Procedures Act .............................  6-31 
35.40 Uniform Fiduciaries Law ....................................................  6-47 
35.45 Unfair Trade Practices .......................................................  6-48 
35.50 Truth-in-Savings Act ..........................................................  6-56 
35.55 Americans With Disabilities Act ......................................  6-56.3 
35.60 Servicemembers Civil Relief Act ........................................  6-59 

36.00 Prohibited Discrimination .............................................................  6-60 
36.05 Equal Credit Opportunity Act .............................................  6-60 
36.10 Civil Rights Act ..................................................................  6-70 

37.00 Fair Credit Reporting Act ..............................................................  6-85 
37.05 In General ..........................................................................  6-85 
37.10 Liability for Inaccurate Information ...................................  6-103 
37.15 Consumer Reports ...........................................................  6-119 

38.00 Truth-in-Lending Act ...................................................................  6-131 
38.05 In General ........................................................................  6-131 
38.10 Disclosure .....................................................................  6-136.1 
38.12 Disclosures for Open-End Credit .....................................  6-148 
38.15 Rescission .......................................................................  6-157 
38.20 Penalties and Court Action .........................................  6-166.15 
38.25 Credit Card Liability .........................................................  6-176 
38.30 Attorney Fee Awards and Damages ................................  6-180 
38.35 Statutes of Limitation .......................................................  6-181 



xvi TABLE OF CONTENTS 

 

38.40 Assignee Liability .............................................................  6-185 
38.45 Home Ownership and Equity Protection Act ....................  6-189 

38A.00 Financial Privacy of Bank Records ............................................  6-195 
38A.05 In General ........................................................................  6-195 
38A.10 Federal and State Constitutional Protection of  

Depositors .......................................................................  6-207 
38A.15 Legal Process to Examine Records .................................  6-221 
38A.20 Customer Right of Action .................................................  6-231 
38A.25 Attorney Fees ..................................................................  6-239 
38A.30 Privacy of Director and Officer Records ........................  6-240.1 
38A.35 Confidentiality of Bank Records .......................................  6-241 
38A.40 Libel and Slander .............................................................  6-250 
38A.45 Right to Financial Privacy Act .......................................  6-266.1 

 (also see Section 38A.52 Cost Reimbursement on the  
accompanying CD) 

38A.46 In General .......................................................  6-266.1 
38A.47 Coverage ...........................................................  6-270 
38A.48 Certificate of Compliance ..................................  6-275 
38A.49 Limited Disclosures Regarding Suspected  

Illegal Activity .....................................................  6-276 
38A.50 Grand Jury Subpoenas .....................................  6-281 
38A.51 Notice of Disclosure ..........................................  6-283 
38A.53 Remedies for Violations.....................................  6-284 

38A.55 Bank Secrecy Act ............................................................  6-285 
 (also see Section 38A.57 Currency Transaction Violations on  

the accompanying CD) 
38A.56 In General ..........................................................  6-285 
38A.58 Currency Transaction and Suspicious Activity  

Reports ..............................................................  6-285 
38A.59 USA PATRIOT Act ...........................................................  6-292 
38A.60 Annunzio-Wylie Safe Harbor ...........................................  6-298 
38A.62 IRS Third-Party Summons ...............................................  6-302 
38A.65 State Financial Privacy Laws ...........................................  6-304 
38A.66 Mini-Fair Credit Reporting Acts ........................................  6-316 
38A.70 Freedom of Information Act and Privacy Act ...................  6-320 
38A.75 Gramm-Leach-Bliley Act ..................................................  6-323 
38A.80 Telemarketing Acts and Telemarketing and Computer  

Fraud and Abuse Act .......................................................  6-335 
38A.85 Identity Theft ....................................................................  6-338 
38A.90 Children’s Online Privacy Protection Act .........................  6-351 
38A.95 Electronic Communications Privacy Act ..........................  6-351 
38A.100 Biometrics ........................................................................  6-356 
38A.105 Security Breach Statutes .................................................  6-357 

7 Offenses and Crimes 
39.00 Usury .................................................................................................  7-1 

39.05 What Constitutes Usury .......................................................  7-1 
39.10 Transactions Held Not Usurious ..........................................  7-3 



 TABLE OF CONTENTS xvii 

 

 (also see Sections 39.15 Computing on 360-Day Basis; 
39.20 Interest in Advance; 39.25 Commission, Bonus, and  
Expenses; 39.30 When Loan Extended or Renewed; 39.35 Loans  
by National Banks; 39.45 Usury as a Defense by Guarantor;  
39.50 Usury as a Defense Against Holder in Due Course;  
39.55 Right of Corporation to Plead Usury; 39.60 Penalties for  
Usury; 39.65 State Laws Not Applicable; 39.70 Conflict of Laws  
on the accompanying CD) 
39.40 Usury as a Defense Between Original Parties .....................  7-6 
39.75 Federal Preemption of State Law .....................................  7-6.1 

 (also see 21.15 Preemption of State Laws) 

40.00 Torts and Crimes ........................................................................  7-6.11 
40.01 Negligence ......................................................................  7-6.11 
40.02 Intentional Infliction of Emotional Distress .........................  7-34 
40.03 Breach of Duty of Fair Dealing and Good Faith .................  7-37 
40.04 Securities Law Violations ...................................................  7-42 

 (also see Section 40.05 Libel and Slander on the  
accompanying CD) 
40.06 Breach of Contract .............................................................  7-47 
40.10 Conversion .....................................................................  7-56.2 
40.15 Embezzlement ..............................................................  7-56.14 
40.20 Misapplication of Funds ................................................  7-56.16 

 (also see Section 40.25 Forgery on the accompanying CD) 
40.30 Breach of Fiduciary Duty ..............................................  7-56.17 
40.35 Fraud .................................................................................  7-79 

40.36 Civil Actions Against Banks for Fraud .................  7-79 
 (also see Section 40.37 Criminal Actions Against Banks or  

Bank Employees for Fraud on the accompanying CD) 
40.38 Civil Actions by Banks Alleging Fraud ..............  7-96.6 

40.40 Racketeer Influenced and Corrupt Organizations  
Act ................................................................................  7-96.10 

40.45 Undue Influence...............................................................  7-104 
40.50 Conspiracy .......................................................................  7-104 

 (also see Sections 40.55 Check Kiting; 40.60 Currency  
Transaction Violations; 40.60A Currency Transaction and  
Suspicious Activity Reports on the accompanying CD) 
40.61 Forfeiture .........................................................................  7-109 
40.65 Antitying Violations ..........................................................  7-111 

 (also see Section 40.70 Making False Statement to Financial  
Institutions or FDIC on the accompanying CD) 
40.80 Antitrust Violations ...........................................................  7-113 

 (also see Section 40.85 Continuing Financial Crimes Enterprise  
Statute on the accompanying CD) 
40.90 Improper Participation in Bank Transactions ...................  7-124 
40.95 Unfair Trade Practice .......................................................  7-126 
40.96 False Claims Act ..............................................................  7-145 
40.97 Unjust Enrichment ...........................................................  7-146 
40.99 Other Torts and Crimes ...................................................  7-149 
40.100 Check 21 Act ...................................................................  7-150 
40.101 Unlawful Internet Gambling Enforcement Act ..................  7-151 



xviii TABLE OF CONTENTS 

 

40A.00 Environmental Liability................................................................  7-151 
 (also see Sections 40A.05 Lender/Secured Creditor Liability; 

40A.10 Right of Bank to Bring Suit Under CERCLA on the  
accompanying CD) 
40A.15 Environmental Cleanup ...................................................  7-151 

40B.00 Lender Liability .............................................................................  7-152 

VOLUME 2 

PART II BANKRUPTCY 
8 Liquidation 
41.00 Proceedings .....................................................................................  8-1 
 (also see Section 41.05 Parties Permitted to File Voluntary  

Petitions on the accompanying CD) 
41.10 Creditors Permitted to File Involuntary Petitions ..................  8-1 
41.15 Grounds for Involuntary Petition ..........................................  8-1 
41.20 Documents to Be Filed by Debtor in Voluntary  

Proceedings .........................................................................  8-2 
41.25 Automatic Stay (All Bankruptcy Chapter Proceedings) ........  8-3 
41.26 Actions of Government Receiver .......................................  8-15 
41.30 Jurisdiction of Courts .........................................................  8-16 
41.35 Venue Requirements .........................................................  8-20 
41.40 Attorney Fees ....................................................................  8-21 
41.45 Dismissal of Case ..............................................................  8-24 
41.50 Collection of Discharged Debt ...........................................  8-25 

42.00 Property Included in Bankruptcy Estate ......................................  8-28 
 (also see Sections 42.05 Judgment in Favor of Debtor;  

42.10 Goodwill and Trade Secrets; 42.15 Property Acquired After 
Commencement of the Case on the accompanying CD) 
42.20 Retirement Benefits ...........................................................  8-28 
42.25 Homestead Exemption ......................................................  8-30 
42.27 Other Exemptions ..............................................................  8-38 
42.30 Equitable Interests .............................................................  8-40 

42A.00 Property Not Included in Bankruptcy Estate ...............................  8-43 
42A.05 Interest in Employee Retirement Income Security Act  

Plan ...................................................................................  8-43 
42A.06 Individual Retirement Accounts .........................................  8-46 
42A.10 Tenancy by the Entirety Account .......................................  8-48 
42A.15 Effect of Failure to List Claims ...........................................  8-48 
42A.20 Property Repossessed Before Commencement of the 

Case ..................................................................................  8-50 

43.00 Claims Against Bankruptcy Estate ...............................................  8-51 
 (also see Sections 43.05 Landlord’s Claims; 43.40 Transferred  

Claims on the accompanying CD) 



 TABLE OF CONTENTS xix 

 

43.03 Who May File Claims .........................................................  8-51 
43.10 Administrative Expenses ...................................................  8-52 
43.15 Secured Claims .................................................................  8-53 
43.16 Secured Claims of Banks With Priority ..............................  8-59 
43.17 Banks With Claims Subordinate to Other Creditors ...........  8-65 
43.20 Nonpriority Unsecured Claims ...........................................  8-67 
43.25 Taxes .................................................................................  8-69 
43.26 Liens ..................................................................................  8-70 
43.27 Unmatured Interest ............................................................  8-76 
43.30 Right of Setoff ....................................................................  8-77 
43.35 Subordination of Claims .....................................................  8-79 
43.36 Contingent Claims .............................................................  8-82 
43.45 Right to Jury Trial ...............................................................  8-83 

44.00 Grounds for Denying Discharge ...................................................  8-84 
 (also see Section 44.15 Failure to Keep Books and Records on  

the accompanying CD) 
44.05 Fraudulent Transfers or Concealment of Property .............  8-84 
44.10 False Representations .......................................................  8-92 

45.00 Nondischargeable Debts ...............................................................  8-99 
45.10 Debts Incurred by Fraud ....................................................  8-99 
45.21 Debts Arising From State Court Judgment ......................  8-110 
45.22 Unauthorized Sale of Collateral .......................................  8-111 
45.25 Alimony, Maintenance, and Support ................................  8-112 
45.30 Student Loans (All Bankruptcy Chapter Proceedings) .....  8-112 
45.35 Guarantees ......................................................................  8-116 
45.40 Debts Arising From Driving While Intoxicated ..................  8-117 
45.50 Reaffirmation of Debt .......................................................  8-117 
45.52 Other Nondischargeable Debts .......................................  8-125 

46.00 Powers of Trustee ........................................................................  8-126 
46.01 Protector of the Public Interest ........................................  8-126 
46.02 Trustee’s Proceedings Against Former Directors and  

Officers ............................................................................  8-127 
46.05 Turnover of Property ........................................................  8-127 
46.10 Trustee as Hypothetical Lien Creditor ..............................  8-129 
46.15 Avoidance of Fraudulent Transfers ..................................  8-131 
46.16 Avoidance of Transfers to Government Receiver ............  8-136 
46.20 Avoidance of Preferential Transfers .................................  8-136 
46.22 Avoidance of Transfers Avoidable by Bona Fide  

Purchasers ......................................................................  8-156 
46.25 Abandonment of Property ................................................  8-161 
46.30 Trustee’s Proceedings Against Investment Firms ............  8-162 

9 Reorganization 
47.00 Proceedings .....................................................................................  9-1 

47.05 Eligibility for Reorganization ................................................  9-1 
47.10 Jurisdiction of Bankruptcy Court ..........................................  9-2 
47.15 Dismissal of Reorganization Case .......................................  9-5 
47.20 Valuation of Claims ..............................................................  9-8 



xx TABLE OF CONTENTS 

 

47.21 Interest ...............................................................................  9-11 
47.25 Stay of Proceedings ...........................................................  9-14 
47.30 Appointment of Trustee ..................................................  9-18.1 
47.35 Powers and Duties of Trustee or  

Debtor-in-Possession .....................................................  9-18.2 
47.40 Avoidance of Transfers ......................................................  9-19 
47.41 Cash Collateral ..................................................................  9-27 
47.45 Denial of Discharge ...........................................................  9-28 

47A.00 Claims Against Bankruptcy ..........................................................  9-30 
47A.05 Timely Filing ......................................................................  9-30 
47A.10 Administrative Expenses ...................................................  9-34 
47A.15 Taxes .................................................................................  9-36 
47A.20 Subordination of Claims .....................................................  9-38 
47A.25 Class Action Claims ...........................................................  9-43 
47A.30 Postconfirmation Claims ....................................................  9-44 
47A.50 Postpetition Claims ............................................................  9-45 
47A.55 Repossession ....................................................................  9-49 

48.00 Continued Operation of Debtor’s Business .................................  9-50 
48.05 Debtor’s Right to Assume or Reject Executory  

Contracts ...........................................................................  9-50 
48.10 Trustee’s Right to Reject Collective Bargaining  

Agreements .......................................................................  9-52 
48.15 Retention of Equity Interest ...............................................  9-53 

49.00 The Plan ..........................................................................................  9-54 
49.05 Acceptance Method ...........................................................  9-54 
49.06 “Cram-Down” Provision—New Value Exception ................  9-56 
49.07 Postpetition Interest Rate ..................................................  9-57 
49.10 Conflict With State Law ......................................................  9-58 
49.15 Operation and Effect of Plan Confirmation ........................  9-59 
49.20 Modification of Mortgage Liens ..........................................  9-67 
49.25 Purchased Claims ..............................................................  9-72 
49.30 Revocation .........................................................................  9-72 

10 Debt Adjustment for Individuals With  
Regular Income 

50.00 EligibilIty for Chapter 13 Relief and Proceedings .......................  10-1 
50.05 In General ..........................................................................  10-1 
50.10 Good Faith .........................................................................  10-3 
50.15 Exemptions ........................................................................  10-4 
50.20 Automatic Stay ..................................................................  10-6 

50A.00 The Plan ........................................................................................  10-10 
50A.03 Confirmation of the Plan ..................................................  10-10 
50A.05 Modification of Mortgage .................................................  10-11 
50A.06 Cramdown Provision ........................................................  10-19 
50A.10 Preconfirmation and Postconfirmation Interest .............  10-20.6 
50A.15 Postconfirmation Modification ..........................................  10-21 



 TABLE OF CONTENTS xxi 

 

50B.00 Claims Against the Bankruptcy Estate ......................................  10-23 
50B.03 Proofs of Claim, Generally ...............................................  10-23 
50B.05 Taxes ...............................................................................  10-24 
50B.10 Avoidance of Transfers ....................................................  10-25 

50C.00 Nondischargeable Debts .............................................................  10-25 
50C.05 Alimony, Maintenance, and Support ................................  10-25 

51.00 Eligibility for Chapter 12 Relief ...................................................  10-26 
51.05 In General ........................................................................  10-26 
51.10 The Plan ..........................................................................  10-27 
51.15 Modification of the Plan ...................................................  10-28 

52.00 Conversion of Case .....................................................................  10-29 
52.05 Conversion to Chapter 7 Case ........................................  10-29 

53.00 Rights and Powers of Debtor ......................................................  10-30 

PART III TRUST LAW 
[Chapters 11 through 15 reserved.] 

16 Trusts 
66.00 Formal Requisites of Trusts ..........................................................  16-1 

66.05 Delivery ..............................................................................  16-1 
66.10 Intention to Create .............................................................  16-2 
66.15 Construction of Provisions .................................................  16-4 

67.00 Types of Trusts ..............................................................................  16-6 
67.05 Inter Vivos ..........................................................................  16-6 
67.10 Testamentary .....................................................................  16-8 
67.15 Revocable ........................................................................  16-11 
67.20 Marital Deduction .............................................................  16-12 
67.25 Charitable ........................................................................  16-13 
67.30 Spendthrift .......................................................................  16-16 
67.35 Totten ..............................................................................  16-19 
67.40 Constructive .....................................................................  16-20 
67.45 Resulting ..........................................................................  16-27 
67.50 Indenture .........................................................................  16-29 
67.55 PACA Trusts ....................................................................  16-30 
67.60 Special Needs Trusts .......................................................  16-35 

68.00 Powers and Duties of a Trustee ..................................................  16-35 
68.05 In General ........................................................................  16-35 
68.10 Invasion of Trust Corpus ..................................................  16-40 
68.15 Sale of Property ...............................................................  16-41 
68.20 Periodic Accountings .......................................................  16-43 
68.25 Prudent Investment ..........................................................  16-44 
68.30 Qualifying Trust for Marital Deduction ..............................  16-46 
68.35 Allocation of Assets to Income or Principal ......................  16-46 
68.40 Designation of Trustee .....................................................  16-47 
68.45 Exculpation of Trustee .....................................................  16-47 



xxii TABLE OF CONTENTS 

 

68.50 Successor Trustee ...........................................................  16-48 
68.55 Liability of Trustee............................................................  16-49 
68.60 Retirement Plans .............................................................  16-58 

69.00 Modification and Termination .....................................................  16-60 
69.05 Modification of Terms With Consent of  

All Beneficiaries ...............................................................  16-60 
69.10 Termination of Term With Consent of  

All Beneficiaries ...............................................................  16-61 
69.15 Termination of Trust Purpose ..........................................  16-62 

70.00 Invalid Trusts ................................................................................  16-63 
70.05 Invalid Trust Purposes .....................................................  16-63 
70.10 Rule Against Perpetuities ................................................  16-63 
70.15 Precatory Language in Trust ...........................................  16-65 
70.20 Trust as Illusory Transfer .................................................  16-66 

70A.00 Liability .........................................................................................  16-66 
70A.05 Transferee Liability ..........................................................  16-66 

17 Future Interests 
71.00 Remainder Interest ........................................................................  17-1 

71.05 Indefeasibly Vested Remainder .........................................  17-1 
71.10 Vested Remainder Subject to Total Divestment ................  17-3 
71.15 Contingent Remainder .......................................................  17-4 
71.20 Condition Subsequent .......................................................  17-6 

72.00 Powers of Appointment .................................................................  17-7 
72.05 General Power of Appointment ..........................................  17-7 
72.10 Special Power of Appointment; Ascertainable  

Standards ..........................................................................  17-9 
72.15 Testamentary Power of Appointment ...............................  17-10 

PART IV ARTICLE 3, COMMERCIAL PAPER 
18 Kinds of Commercial Paper and Parties 
73.00 Promissory Notes (UCC § 3-104) ..................................................  18-1 

73.05 Notes, In General...............................................................  18-1 
73.10 Judgment Notes.................................................................  18-3 
73.15 Joint Notes .........................................................................  18-4 
73.20 Accommodation Paper ......................................................  18-4 
73.25 Notes Distinguished From Checks .....................................  18-5 

74.00 Drafts or Bills of Exchange (UCC § 3-104) ...................................  18-6 
74.05 Drafts, In General ..............................................................  18-6 
74.10 Bank Drafts ........................................................................  18-7 
74.15 Trade Acceptances ............................................................  18-7 

75.00 Checks (UCC § 3-104) ....................................................................  18-7 



 TABLE OF CONTENTS xxiii 

 

 (also see Section 75.40 Postal Money Orders on the  
accompanying CD) 
75.05 Checks, In General ............................................................  18-7 
75.10 Cashier’s Checks ...............................................................  18-8 
75.15 Certified Checks ..............................................................  18-10 
75.20 Traveler’s Checks ............................................................  18-11 
75.25 Money Orders ..................................................................  18-12 

75.30 Bank Money Orders ..........................................  18-12 
75.35 Personal Money Orders.....................................  18-13 

75.45 Negotiable Orders of Withdrawal .....................................  18-13 
75.50 Teller’s Checks ................................................................  18-13 
75.55 Preauthorized Drafts or Telechecks.................................  18-14 

76.00 Certificates of Deposit (UCC § 3-104) .........................................  18-15 
76.05 In General ........................................................................  18-15 
76.10 Right of Setoff ..................................................................  18-22 
76.15 Nonnegotiable Certificates of Deposit and Right of  

Setoff ...............................................................................  18-23 

77.00 Parties to Commercial Paper (UCC, Parts 3 and 4 of  
Article 3)........................................................................................  18-23 

 (also see Sections 77.20 Bearer; 77.25 Holder; 77.30 Holder 
 for Value on the accompanying CD) 
77.05 Maker ...............................................................................  18-23 
77.10 Payee ..............................................................................  18-24 
77.15 Indorser ...........................................................................  18-25 

77.35 Holder in Due Course ........................................  18-25 
77.40 Accommodation Party ......................................................  18-26 

19 Negotiability and Essential Elements of 
Negotiability 

78.00 Negotiability (UCC, Part 2 of Article 3) .........................................  19-1 
78.05 In General ..........................................................................  19-1 

79.00 Necessity for Writing .....................................................................  19-1 
79.05 Parol Evidence ..................................................................  19-1 

80.00 Signature Requirement (UCC §§ 3-401, 3-402, 3-403, 3-404) ......  19-2 
80.05 In General ..........................................................................  19-2 
80.10 Ambiguous Capacity ..........................................................  19-4 
80.15 Facsimile Signature ...........................................................  19-7 
80.20 Proof of Signature ..............................................................  19-8 
80.25 Signature by an Agent .......................................................  19-8 

81.00 Promise or Order That Is Unconditional (UCC § 3-106) ..............  19-8 
81.05 In General ..........................................................................  19-8 
81.10 Effect of Conditions ............................................................  19-9 
81.15 Effect of Reference to Other Documents .........................  19-10 

82.00 Amount and Form of Payment (UCC § 3-104) ............................  19-11 
82.05 Sum Certain .....................................................................  19-11 
82.10 Payable in Money ............................................................  19-12 



xxiv TABLE OF CONTENTS 

 

83.00 Time of Payment (UCC § 3-108) ..................................................  19-12 
83.05 Payable on Demand ........................................................  19-12 
83.10 Payable Within a Definite Time ........................................  19-14 
83.15 Acceleration Clauses .......................................................  19-14 
83.20 Extension Clauses ...........................................................  19-16 
83.25 Payable Upon Happening of a Specified Event ............  19-16.1 

84.00 Words of Negotiability (UCC §§ 3-104, 3-109) .........................  19-16.1 
84.05 In General .....................................................................  19-16.1 
84.10 Order Instruments ............................................................  19-17 
84.15 Bearer Instruments ..........................................................  19-18 

85.00 Effect of Provisions for Additional Powers or Benefits  
(UCC §§ 3-104, 3-117) ..................................................................  19-19 
85.05 Acceleration .....................................................................  19-19 
85.10 Confession of Judgment ..................................................  19-20 

86.00 Immaterial Provisions (UCC § 3-113) .........................................  19-21 
86.05 Recital of Consideration ...................................................  19-21 
86.10 Dating, Antedating, and Postdating .................................  19-21 

87.00 Incomplete Instruments (UCC § 3-115) ......................................  19-23 
87.05 In General ........................................................................  19-23 
87.10 Valid and Authorized Completion of Instrument ...............  19-24 
87.15 Unauthorized Completion ................................................  19-25 

88.00 Construction of Negotiable Instruments  
(UCC §§ 3-106, 3-110, 3-114, 3-117) ............................................  19-26 
88.05 Instruments Payable to Two or More Persons .................  19-26 
88.10 Instruments Payable With Words of Description ..............  19-28 
88.15 Discrepancies Between Words and Figures ....................  19-30 
88.20 Ambiguous Terms ............................................................  19-30 
88.25 Other Writings Affecting Instruments ...............................  19-31 
88.30 Instruments Payable Through Bank.................................  19-33 

89.00 Nonnegotiable Instruments (UCC § 3-104) ................................  19-34 
89.05 In General ........................................................................  19-34 
89.10 Savings Account Not Negotiable .....................................  19-35 
89.15 Effect of Provision That Title Should  

Remain in the Seller ........................................................  19-35 
89.20 Effect of Nonnegotiable Instruments  

Upon a Holder for Value ..................................................  19-35 
89.25 Rights of an Assignee of a Nonnegotiable Instrument .....  19-35 
89.30 Technical Nonnegotiable Instruments ..............................  19-36 
89.35 Stipulations Destroying Negotiability ................................  19-36 

20 Transfer and Negotiation 
90.00 Kinds of Endorsement (UCC §§ 3-201, 3-203, 3-204,  

3-205, 3-206) ...................................................................................  20-1 
90.05 Indorsement, In General ....................................................  20-1 
90.10 Blank Indorsement .............................................................  20-2 
90.15 Effect of Blank Indorsement ...............................................  20-2 



 TABLE OF CONTENTS xxv 

 

90.20 Special Indorsement ..........................................................  20-3 
90.25 Qualified Indorsement ........................................................  20-4 
90.30 Restrictive Indorsement .....................................................  20-5 
90.35 Indorsement for Deposit ....................................................  20-2 
90.40 Agency or Trust Indorsement ............................................  20-7 
90.45 Irregular Indorsement ........................................................  20-8 
90.50 Forged and Unauthorized Indorsement .............................  20-9 
90.55 Correction of Name by Indorsement ................................  20-17 
90.60 Bank Indorsement............................................................  20-18 
90.65 Missing Indorsement ........................................................  20-18 

91.00 Negotiation of Commercial Paper (UCC §§ 3-201, 3-202,  
3-207, 3-309) .................................................................................  20-20 
91.05 In General ........................................................................  20-20 
91.10 Order Paper or Bearer Paper ..........................................  20-21 
91.15 Multiple Payees and Indorsers ........................................  20-22 
91.20 Agent or Officer as Payee ................................................  20-24 
91.25 Missing Indorsement ........................................................  20-25 
91.30 Negotiation of Bearer Paper ............................................  20-28 
91.35 Negotiation of Government Checks .................................  20-28 
91.40 Transfer of Unindorsed Order Paper ...............................  20-29 
91.45 Lost Paper .......................................................................  20-29 
91.50 Negotiation Subject to Constructive Trust ........................  20-30 

92.00 Assignment of Commercial Paper (UCC § 3-203) .....................  20-31 
92.05 Assignment by Act of Parties ...........................................  20-31 
92.10 Assignment by Operation of Law .....................................  20-32 

21 Rights of Holder and Defenses 
93.00 Holders (UCC § 3-301) ...................................................................  21-1 

93.05 In General ..........................................................................  21-1 
93.10 Ordinary Holders................................................................  21-1 
93.15 Assignees ..........................................................................  21-2 
93.20 Instrument Not in Holder’s Name .......................................  21-3 

94.00 Holders in Due Course, In General (UCC § 3-302) .......................  21-3 
94.05 In General ..........................................................................  21-3 
94.06 Government Liquidator or Receiver as Holder  

in Due Course ....................................................................  21-7 
94.07 Bank as Holder in Due Course ........................................  21-10 
94.10 Excluded Transactions ....................................................  21-14 
94.15 Participating Transferee ...................................................  21-14 
94.20 Proof of Status as Holder in Due Course .........................  21-15 
94.25 Holder Through a Holder in Due Course .........................  21-16 
94.30 Payee as a Holder in Due Course ...................................  21-18 

95.00 Requirements of a Holder in Due Course  
(UCC §§ 3-302, 3-303, 3-304, 3-305, 3-306) .................................  21-19 
95.05 Taking for Value...............................................................  21-19 

95.10 Agreed Consideration Performed ......................  21-21 
95.15 Depository Banks and Value .............................  21-21 



xxvi TABLE OF CONTENTS 

 

95.20 Taking an Instrument in Payment ......................  21-23 
95.25 Giving a Negotiable Instrument in Payment .....................  21-23 
95.30 Good Faith Requirement .................................................  21-24 
95.35 Ignorance That Paper Is Overdue or Has  

Been Dishonored .............................................................  21-30 
95.40 Ignorance of Defenses and Adverse Claims ....................  21-32 
95.45 Notice ..............................................................................  21-34 
95.50 What Does Not Constitute Notice ....................................  21-40 
95.55 Consumer Paper ..............................................................  21-43 

96.00 Defenses Against Holders in General (UCC § 3-305) ................  21-44 
96.05 Defenses Against an Assignee ........................................  21-44 

97.00 Limited Defenses Not Available Against a Holder in  
Due Course—Personal Defenses (UCC § 3-305) .......................  21-45 
97.05 Ordinary Contract Defenses, In General ..........................  21-45 
97.10 Lack, Failure, or Illegality of Consideration ......................  21-46 
97.15 Fraud in the Inducement ..................................................  21-49 
97.20 Nondelivery of an Instrument ...........................................  21-49 
97.25 Conditional or Specified Purpose Delivery .......................  21-49 
97.30 Duress Consisting of Threats ..........................................  21-50 
97.35 Theft ................................................................................  21-52 

98.00 Universal Defenses Against All Holders—Real Defenses  
(UCC § 3-305) .............................................................................  21-52.1 
98.05 Fraud as to the Nature or Essential Terms of the  

Paper (Fraud in the Execution) .....................................  21-52.1 
98.10 Forgery or Lack of Authority ............................................  21-55 

98.15 Ratification .........................................................  21-56 
98.20 Duress Depriving Control .................................................  21-57 
98.25 Incapacity of a Minor or Insane Person ...........................  21-58 
98.30 Material Alteration, In General .........................................  21-58 
98.40 “Dealt [With]” Doctrine .....................................................  21-58 

99.00 Adverse Claims to Commercial Paper (UCC § 3-306) ...............  21-59 
99.05 What Constitutes an Adverse Claim ................................  21-59 

100.00 Effect of Consumer Protection Legislation ...............................  21-60 
100.05 In General ........................................................................  21-60 

22 Liability of the Parties 
101.00 Signature Required for Liability (UCC §§ 3-401, 3-402) ..............  22-1 

101.05 In General ..........................................................................  22-1 
101.10 Signature in an Ambiguous Capacity .................................  22-2 
101.15 Signature by Authorized Representative ...........................  22-4 
101.20 Payment of Unsigned Check ...........................................  22-10 

102.00 Unauthorized Indorsements (UCC § 3-403) ...............................  22-11 
102.05 In General ........................................................................  22-11 
102.10 Ratification of Unauthorized Signature .........................  22-12.1 
102.15 Liability of Bank ...............................................................  22-16 
102.20 Negligence Contributing to Unauthorized Signature ........  22-24 



 TABLE OF CONTENTS xxvii 

 

103.00 Fictitious Payee—Imposter Rule (UCC § 3-404) ........................  22-30 
103.05 In General ........................................................................  22-30 
103.10 Impersonation ..................................................................  22-32 
103.15 Dummy Payee/Fraudulent Employee ..............................  22-34 
103.20 Bank’s Negligence ...........................................................  22-39 

104.00 Alteration (UCC §§ 3-406, 3-407) ..............................................  22-40.1 
104.05 What Constitutes Alteration ..........................................  22-40.1 
104.10 Effect, In General ..........................................................  22-40.1 
104.15 Effect on Holder in Due Course .......................................  22-42 
104.20 Material Alterations ..........................................................  22-42 
104.25 Negligence Contributing to Alteration ..............................  22-43 

105.00 Consideration As a Defense .......................................................  22-53 
105.05 What Constitutes Consideration ......................................  22-53 
105.10 Want or Failure of Consideration .....................................  22-56 
105.15 Antecedent Obligation .....................................................  22-59 
105.20 Presumption of Consideration .........................................  22-61 
105.25 Proving Consideration .....................................................  22-62 

106.00 Drafts Not an Assignment of Funds (UCC § 3-408) ...................  22-62 
106.05 In General ........................................................................  22-62 
106.10 Effect of Death of Drawer ................................................  22-63 

107.00 Liability of Maker (UCC § 3-412) .................................................  22-64 
107.05 Contractual Liability .........................................................  22-64 
107.10 Liability on Admission ......................................................  22-66 
107.15 Liability on the Underlying Debt .......................................  22-66 
107.20 Joint and Several Liability of Co-makers ..........................  22-68 
107.25 Seizure of Proceeds From Improperly Indorsed Check ...  22-69 

108.00 Liability of the Acceptor (UCC §§ 3-410, 3-413) .........................  22-69 
108.05 “Acceptance,” Defined .....................................................  22-69 
108.10 Form of Acceptance .........................................................  22-71 

109.00 Certification of Checks (UCC § 3-411) ........................................  22-71 
109.05 Requisites of Certification ................................................  22-71 

109.10 Writing ...............................................................  22-72 
109.15 Words of Certification ........................................  22-72 
109.20 Retention of Check as Certification ...................  22-72 

109.25 Forged or Unauthorized Certification ...............................  22-72 
109.30 Certification by Mistake ....................................................  22-73 
109.35 Certification of Stopped Check ........................................  22-74 
109.40 Certification of Overdraft Check .......................................  22-74 

110.00 Liability of the Drawer (UCC § 3-414) .........................................  22-75 
110.05 In General ........................................................................  22-75 

111.00 Liability of the Indorser (UCC § 3-415) ....................................  22-76.1 
111.05 In General .....................................................................  22-76.1 
111.10 Without Recourse ............................................................  22-78 
111.15 Order of Liability...............................................................  22-78 

112.00 Liability of Accommodation Party (UCC § 3-419) ......................  22-79 
112.05 Nature of Accommodation ...............................................  22-79 



xxviii TABLE OF CONTENTS 

 

112.10 Liability, In General ..........................................................  22-79 
112.15 Proof of Accommodation .................................................  22-80 
112.20 Accommodation Indorser and Warranties ........................  22-80 
112.25 Discharge From Liability When Notice of Dishonor  

Not Timely .......................................................................  22-81 
112.30 Accommodation of Obligation Supported by  

Consideration ..................................................................  22-82 

113.00 Liability of Guarantor (UCC § 3-419) ..........................................  22-83 
113.05 In General ........................................................................  22-83 
113.10 Extension or Renewal of Credit .......................................  22-91 
113.15 Co-Guarantor ...................................................................  22-92 
113.20 Absolute Guaranty ...........................................................  22-92 
113.21 Special Guaranties ..........................................................  22-93 
113.25 Mutual Mistake ................................................................  22-94 

114.00 Warranties on Presentment and Transfer (UCC §§ 3-416,  
3-417) ............................................................................................  22-94 
114.05 In General ........................................................................  22-94 
114.10 Warranties of Unqualified Indorser ..................................  22-96 
114.15 Warranties of Qualified Indorser ......................................  22-96 
114.20 Warranties of Transfer by Delivery ..................................  22-97 

115.00 Finality of Payment or Acceptance (UCC § 3-418) ....................  22-98 
115.05 In General ........................................................................  22-98 

116.00 Conversion of Negotiable Instruments (UCC § 3-420) ............  22-101 
116.05 What Constitutes Conversion ........................................  22-101 
116.10 Liability, In General ........................................................  22-107 
116.15 Liability of Representative Dealing With Instrument in  

Good Faith .....................................................................  22-116 

23 Presentment, Notice of Dishonor,  
and Protest 

117.00 Presentment for Payment (UCC § 3-501) .....................................  23-1 
117.05 In General ..........................................................................  23-1 
117.10 When Presentment Must Be Made ....................................  23-1 
117.15 Manner of Presentment .....................................................  23-2 
117.20 Of Whom Presentment Is Made.........................................  23-4 
117.25 Place of Making Presentment ............................................  23-5 

118.00 Presentment for Acceptance (UCC §§ 3-409, 3-410, 3-501) ........  23-5 
118.05 Dishonor by Nonacceptance ..............................................  23-5 

119.00 Time of Making Presentment (UCC §§ 3-501, 3-504) ...................  23-6 
119.05 In General ..........................................................................  23-6 
119.10 Presentment Within a Reasonable Time ...........................  23-6 
119.15 Excusable Delay in Making Presentment ..........................  23-7 
119.20 Effect of Unexcused Delay in Making Presentment ...........  23-7 

120.00 When Presentment Is Waived or Excused (UCC § 3-504) ...........  23-8 
120.05 In General ..........................................................................  23-8 



 TABLE OF CONTENTS xxix 

 

120.10 Waiver ...............................................................................  23-8 

121.00 Dishonor (UCC § 3-502) .................................................................  23-9 
121.05 What Constitutes Dishonor ................................................  23-9 

122.00 Notice of Dishonor (UCC § 3-503) ...............................................  23-10 
122.05 In General ........................................................................  23-10 
122.10 Form of Notice .................................................................  23-11 
122.15 Time of Notice .................................................................  23-12 
122.20 Excuse for Delay or Absence of Notice ...........................  23-12 
122.25 Waiver of Notice of Dishonor ...........................................  23-13 

123.00 Proof of Dishonor (UCC § 3-505) ................................................  23-14 
123.05 In General ........................................................................  23-14 
123.10 Bank Stamps and Memoranda ........................................  23-14 

124.00 Protest of Dishonor (UCC § 3-505) .............................................  23-14 
124.05 Protest, In General ...........................................................  23-14 
124.10 Waiver of Protest .............................................................  23-15 
124.15 Notice of Protest Without Seal .........................................  23-15 

24 Discharge 
125.00 Discharge by Payment of Satisfaction  

(UCC §§ 3-601, 3-602, 3-603) .........................................................  24-1 
125.05 In General ..........................................................................  24-1 
125.10 Knowledge of Adverse Claims to the Paper ......................  24-2 
125.15 Tender of Payment ............................................................  24-3 
125.20 Payment by Secondary Party ............................................  24-5 
125.25 To Unauthorized Party .......................................................  24-6 

126.00 Discharge by Cancellation (UCC § 3-604) ....................................  24-6 
126.05 What May Constitute Cancellation .....................................  24-6 
126.10 Who May Cancel ...............................................................  24-8 

127.00 Discharge by Renunciation (UCC § 3-604) ...................................  24-9 
127.05 What Constitutes Renunciation .........................................  24-9 

128.00 Other Methods of Discharge (UCC § 3-604) .................................  24-9 
128.05 Impairment of Right of Recourse .......................................  24-9 
128.10 Impairment of Collateral ...................................................  24-10 
128.15 Reacquisition of Paper by Intermediate Party ..................  24-14 
128.20 Alteration .........................................................................  24-14 
128.25 Certification of Check on Application of Holder ................  24-15 
128.30 Acceptance of Varying Terms of a Draft ..........................  24-15 
128.35 Unexcused Delay of Presentment, Notice of Dishonor,  

or Protest .........................................................................  24-15 
128.40 Discharge Because of Fraud ...........................................  24-16 
128.45 Estoppel ...........................................................................  24-16 
128.50 Payment to Holder ...........................................................  24-17 

129.00 Effect of Discharge on Holder in Due Course (UCC § 3-601) ...  24-18 
129.05 In General ........................................................................  24-18 



xxx TABLE OF CONTENTS 

 

130.00 Discharge of All Parties ...............................................................  24-19 
130.05 Reacquisition by Primary Party ........................................  24-19 

PART V ARTICLE 4, BANK DEPOSITS AND 
COLLECTIONS 

25 Introduction to Bank Deposits and 
Collections 

131.00 Applicability and Conflicts of Law (UCC § 4-102) .......................  25-1 
131.03 Applicability, Generally ......................................................  25-1 
131.05 Article 4 Prevails Over Article 3 .........................................  25-2 
131.10 Governing Law in International Transactions .....................  25-2 

132.00 Variations of Article 4 Provisions by Private Agreements and  
Rules of Construction (Alternative Operation and Effect of  
Article 4) (UCC § 4-103) ..................................................................  25-3 
132.05 Variation of Article 4 by Private Agreement .......................  25-3 
132.10 Federal Reserve Regulations and Operating Letters  

and Clearinghouse Rules Are Private Agreements.........  25-4.1 
132.15 What Constitutes Exercise of Ordinary Care ..................  25-4.2 
132.20 Compliance With Commercially Reasonable  

Standards ........................................................................  25-11 
132.25 Measure of Damages for Lack of Due Care ....................  25-11 

133.00 Definitions (UCC §§ 4-104, 4-105, 4-106) ....................................  25-12 
133.05 Banking Day ....................................................................  25-12 
133.10 Customer .........................................................................  25-13 
133.15 Midnight Deadline ............................................................  25-15 
133.20 Properly Payable ..........................................................  25-18.1 
133.25 Payor Bank ...................................................................  25-18.2 
133.30 Collecting Bank .............................................................  25-18.4 
133.35 Branch or Separate Office ...............................................  25-19 
133.40 Special Deposit ................................................................  25-20 

134.00 Time Limits of Item Processing By Bank (UCC §§ 4-108,  
4-109) ............................................................................................  25-21 
134.05 In General ........................................................................  25-21 
134.10 Act of God Incidents ........................................................  25-21 

135.00 Process of Posting (UCC § 4-215) ..............................................  25-22 
135.05 In General ........................................................................  25-22 

26 Collection of Items—Depository and 
Collecting Banks 

136.00 Depositary Bank as Agent for Collection (UCC § 4-201) ............  26-1 
136.05 Provisional Nature of Settlement .......................................  26-1 
136.10 Termination of Agency Relationship ..................................  26-3 
136.15 Limited Agency Status .......................................................  26-3 



 TABLE OF CONTENTS xxxi 

 

137.00 Responsibilities of Collecting Bank (UCC §§ 4-202,  
4-203, 4-205) ...................................................................................  26-5 
137.05 Duty to Use Ordinary Care ................................................  26-5 
137.10 Presentment and Sending for Presentment .......................  26-7 
137.15 Necessity for Presentment .................................................  26-9 
137.20 Sending to Payor Bank ......................................................  26-9 
137.25 Notice of Dishonor or Nonpayment ....................................  26-9 
137.30 Return of an Item .............................................................  26-10 
137.35 Notice of Loss or Delay in Transit:  

The Midnight Deadline ..................................................  26-10.1 
137.40 Liability of Collecting Bank for Following Instructions  

of Its Transferor ...............................................................  26-12 
137.45 Ratification of Delay by Depositor ....................................  26-13 
137.50 Limit to Duties Imposed on Bank .....................................  26-13 

138.00 Supplying Missing Indorsements (UCC § 4-205(1)) ..................  26-14 
138.05 In General ........................................................................  26-14 
138.10 By Depositary Banks .......................................................  26-14 

139.00 Effect of Restrictive Indorsements (UCC § 4-205) .....................  26-16 
139.05 Restrictive Indorsements and Forgery .............................  26-16 

140.00 Interbank Indorsements (UCC § 4-206) ......................................  26-17 
140.05 In General ........................................................................  26-17 

141.00 Warranties of Customer and Collecting Bank (UCC §§ 4-207,  
4-208, and 4-209) ..........................................................................  26-17 
141.05 Warranty of Good Title .....................................................  26-17 
141.10 Genuineness of Signatures .............................................  26-20 
141.15 No Material Alteration ......................................................  26-23 
141.20 Indorsements or Words of Warranty Not Necessary .....  26-26.1 
141.25 Damages for Breach of Warranty ....................................  26-27 
141.30 Delay in Claiming Breach of Warranty .............................  26-27 
141.35 No Warranties Extend to Drawer .....................................  26-28 

142.00 Security Interest of Collecting Banks (UCC § 4-210) ................  26-29 
142.05 Security Interest in an Item, Accompanying Documents,  

and Proceeds ..................................................................  26-29 
142.10 Uncollected Funds and Withdrawal Privileges .................  26-31 
142.15 Credit Available for Withdrawal as of Right ......................  26-31 

143.00 Depositary Bank as Holder In Due Course  (UCC § 4-211) .......  26-32 
143.05 In General ........................................................................  26-32 
143.10 Element of Value .............................................................  26-34 
143.15 Good Faith and Notice .....................................................  26-35 
143.20 Cases Not Finding Holder-in-Due-Course Status ............  26-36 
143.25 Holder-in-Due-Course Status Not Precluded by  

Agency Status .................................................................  26-37 
143.30 Bank as Holder Through Holder In Due Course ..............  26-37 
143.35 Burden of Proving Holder-in-Due-Course Status .............  26-38 

144.00 Presentment by Notice (UCC § 4-212) ........................................  26-38 
144.05 Notice to Party to Accept or Pay ......................................  26-38 

145.00 Settlement by Remittance (UCC § 4-213) ...................................  26-39 



xxxii TABLE OF CONTENTS 

 

145.05 Cashier’s Check...............................................................  26-39 
145.10 Liability of the Collecting Bank in the Event of Dishonor  

(Midnight Deadline) ..........................................................  26-39 
145.15 Final Settlement in Remittance Cases .............................  26-39 

146.00 Right of Charge-Back or Refund (UCC § 4-214) ........................  26-40 
146.05 In General—Timely Return of an Item .............................  26-40 
146.10 Effect of Prior Use of Credit Given for an Item .................  26-43 
146.15 Effect of Bank’s Failure to Use Ordinary Care .................  26-44 
146.20 Item Payable in Foreign Currency ................................  26-44.2 
146.25 Termination of Rights ....................................................  26-44.2 
146.30 No Obligation to Charge Back .........................................  26-45 

147.00 Final Payment (UCC § 4-215) ......................................................  26-45 
147.05 What Constitutes Final Payment, In General ...................  26-45 

147.10 Payment in Cash ...............................................  26-47 
147.15 Completion of Process of Posting .....................  26-47 
147.20 Provisional Settlement Without Revocation .......  26-48 

147.25 Effect of Final Payment, In General .................................  26-49 
147.30 Termination of Bank’s Rights of Revocation,  

Charge-Back, and Refund ...............................................  26-50 
147.35 Termination of Bank’s Agency Relationship  

With Depositor .................................................................  26-51 

148.00 Effect of Insolvency on Collecting Banks (UCC § 4-216) ..........  26-51 
148.05 In General ........................................................................  26-51 

27 Collection of Items—Payor Banks 
149.00 Deferred Posting (UCC §§ 4-301, 4-302(2)) ..................................  27-1 

149.05 In General ..........................................................................  27-1 
149.10 Completion of Posting ........................................................  27-1 
149.15 Failure of Payor Bank to Act by Midnight Deadline ............  27-1 
149.20 Bank’s Right to Pay Some of Customers’ Checks 

and to Dishonor Others ......................................................  27-7 

150.00 Late Return of Items by Payor Bank (UCC §§ 4-301(4),  
4-302) ..............................................................................................  27-8 
150.05 Payor Bank’s Liability for Late Return, In General .............  27-8 
150.10 Excused Delay .................................................................  27-10 
150.15 Double Presentment ........................................................  27-11 
150.20 Interbank Agreements .....................................................  27-11 
150.25 Timely Dishonor ...............................................................  27-11 
150.30 Undue Retention by Depositary Bank ..............................  27-13 
150.35 Undue Retention and Branch Banking .............................  27-13 
150.40 “On Us” Items ..................................................................  27-14 
150.45 Clearinghouse Rules .......................................................  27-14 
150.50 Postdated Checks ............................................................  27-14 
150.55 Right to Correct or Reverse Entries .................................  27-15 

151.00 When Items Subject to Stop Payment (UCC § 4-303) ...............  27-15 
151.05 In General ........................................................................  27-15 
151.10 Certification or Other Acceptance ....................................  27-20 



 TABLE OF CONTENTS xxxiii 

 

151.15 Completion of Process of Posting ....................................  27-21 

28 Relationship Between Payor Bank and 
Its Customer 

152.00 Charges to a Customer’s Account (UCC § 4-401) .......................  28-1 
152.05 Bank’s Duty to Honor Properly Payable Items ...................  28-1 
152.10 Bank’s Right of Setoff ......................................................  28-10 
152.15 Incomplete Items .............................................................  28-11 
152.20 Overdrafts ........................................................................  28-11 

153.00 Bank’s Liability for Wrongful Dishonor (UCC § 4-402) .............  28-14 
153.05 What Constitutes Dishonor ..............................................  28-14 
153.10 What Constitutes Wrongful Dishonor ...............................  28-15 
153.15 When Dishonor Is Not Considered Wrongful ...................  28-16 

153.20 Insufficient Funds ..............................................  28-17 
153.25 Attachment, Garnishment, or Levy ....................  28-17 
153.30 Lack of Necessary Indorsement ........................  28-18 
153.35 Improper Presentment .......................................  28-18 
153.40 Meaning of “Customer” ......................................  28-18 
153.45 Intentional Dishonor ..........................................  28-20 
153.50 Measure of Damages ........................................  28-21 

154.00 The Stop-Payment Order, in General (UCC § 4-403) .................  28-22 
154.05 Customer’s Right to Stop Payment ..................................  28-22 
154.10 Right of Person Other Than Customer to Stop  

Payment ..........................................................................  28-23 
154.15 Duration of Stop-Payment Order .....................................  28-23 
154.20 Oral Stop-Payment Order ................................................  28-24 
154.25 Time of Stop-Payment Order ...........................................  28-25 
154.30 Bank’s Obligation to Honor Stop-Payment Order ............  28-25 
154.35 Effect of Stopping Payment on Drawer’s Liability ............  28-26 

155.00 Stopping Payment on Bank Obligations  
(UCC §§ 4-303, 3-104) ..................................................................  28-27 
155.05 Certified Checks ..............................................................  28-27 
155.10 Cashier’s Checks .............................................................  28-28 
155.15 Bank’s Draft ..................................................................  28-32.1 
155.20 Bank Money Orders .........................................................  28-33 
155.25 Traveler’s Checks ............................................................  28-33 
155.30 Insurance Drafts ..............................................................  28-33 
155.35 Teller’s Checks ................................................................  28-34 

156.00 Wrongful Payment Over a Stop Order  
(UCC §§ 4-403(3), 4-407) ..............................................................  28-34 
156.05 Customer’s Burden of Proof of Loss ................................  28-34 
156.10 Payor Bank’s Right to Subrogation on  

Improper Payment, in General .........................................  28-36 
156.15 Subrogation to Rights of Payee .......................................  28-36 
156.20 Subrogation to Rights of Drawer or Maker .......................  28-38 
156.25 Reasonable Opportunity for Bank to Act on  

Stop Order .......................................................................  28-40 



xxxiv TABLE OF CONTENTS 

 

157.00 Stale Checks (UCC § 4-404) ........................................................  28-41 
157.05 In General ........................................................................  28-41 

158.00 Death or Incompetence of Drawer (UCC § 4-405) ......................  28-43 
158.05 Notice of Death or Incompetence ....................................  28-43 
158.10 Authority to Pay or Certify Checks After  

Drawee’s Death ...............................................................  28-43 
158.15 Claims to Deceased Customer’s Account ........................  28-44 

159.00 Customer’s Duty to Discover and Report Fraud  
(UCC § 4-406) ................................................................................  28-45 
159.05 Customer’s General Duty to Request and Examine  

Bank Statement ...............................................................  28-45 
159.10 Customer’s Duty to Examine Checks for Forged  

Indorsement .....................................................................  28-52 
159.15 “Reasonable Time” After Statements and  

Checks Made Available .....................................  28-53 
159.20 “Reasonable Time” After Discovery of  

Forgery or Alteration ..........................................  28-57 
159.25 Bank Rule Requiring Notice Within a  

Specified Time ...................................................  28-58 
159.30 Effect of Delay in Discovering or Reporting  

Irregularity ........................................................................  28-59 
159.35 Absolute Period for Giving Notice of Irregularities ........  28-62.3 
159.40 Shift of Loss to Contributorily Negligent Payor Bank ....  28-62.4 
159.45 Collecting Bank’s Defenses Against Payor Bank .............  28-65 
159.50 Statute of Limitations .......................................................  28-66 
159.55 Election of Remedies .......................................................  28-67 

29 Collection of Documentary Drafts 
160.00 Presentment (UCC §§ 4-501, 4-502, 4-503, 4-504) ........................  29-1 

160.05 General Duty .....................................................................  29-1 
160.10 Responsibility of Presenting Bank for Documents  

and Goods .........................................................................  29-1 
160.15 Responsibility of Collecting Bank .......................................  29-2 

161.00 Notice of Dishonor (UCC § 4-501) .................................................  29-5 
161.05 General Duty to Provide Notice .........................................  29-5 

PART VI OTHER ARTICLES OF THE UCC 
30 Article 5, Letters of Credit 
162.00 Scope of Article 5 (UCC §§ 5-102, 5-103) .....................................  30-1 

162.05 What Constitutes a Letter of Credit ....................................  30-1 
162.10 Conflicts of Law .................................................................  30-5 
162.15 Uniform Customs and Practice ..........................................  30-6 
162.20 Equitable Subrogation .....................................................  30-10 

163.00 Standby Letter of Credit (UCC § 5-102) ......................................  30-13 



 TABLE OF CONTENTS xxxv 

 

163.05 In General ........................................................................  30-13 

164.00 Definitions (UCC § 5-103) .........................................................  30-16.3 
164.05 Documentary Draft ........................................................  30-16.3 
164.10 Confirming Bank ..............................................................  30-17 
164.15 Revocable or Irrevocable Letter of Credit ........................  30-18 
164.20 Advising Bank ..................................................................  30-18 

165.00 Required Elements of Letters of Credit  
(UCC §§ 5-104, 5-105) ..................................................................  30-19 
165.05 Signature .........................................................................  30-19 

166.00 Modification of Letter (UCC § 5-104) ..........................................  30-20 
166.05 Consent of Beneficiary Required .....................................  30-20 

167.00 Liability of Confirming Bank (UCC § 5-107) ...............................  30-22 
167.05 In General ........................................................................  30-22 

168.00 Issuer’s Obligation to Its Customers (UCC § 5-109) .................  30-25 
168.05 Good Faith Requirement .................................................  30-25 
168.10 Obligation as to Underlying Contract ...............................  30-25 
168.15 Honoring Irrevocable Letter of Credit ...............................  30-29 

169.00 Honoring the Letter of Credit (UCC §§ 5-112, 5-113,  
5-114, 5-115) .................................................................................  30-30 
169.05 Issuer’s Duty to Honor .....................................................  30-30 
169.10 Conditions of Letter ..........................................................  30-33 
169.15 Time Allowed for Honor or Rejection ...............................  30-37 
169.20 Wrongful Honor................................................................  30-38 
169.25 Wrongful Dishonor ...........................................................  30-40 
169.30 Anticipatory Repudiation ..................................................  30-52 
169.35 Remedies for Wrongful Dishonor and Anticipatory  

Repudiation  ....................................................................  30-53 
169.40 Delivery ............................................................................  30-55 

170.00 Documents in Compliance With Requirements of Letter  
(UCC § 5-114(1)) ...........................................................................  30-56 
170.05 Strict Compliance With Terms of Letter ...........................  30-56 
170.10 Estoppel From Asserting Documentary Defects ..............  30-64 

171.00 Enjoining Payment Under the Letter (UCC § 5-114(2)) ..........  30-64.1 
171.05 Injunctions Allowed, In General ....................................  30-64.1 
171.10 Injunctions Allowed Where Documents Fraudulent .........  30-65 
171.15 Injunctions Allowed Where Underlying Transaction  

Fraudulent .......................................................................  30-66 
171.20 Injunctions Disallowed .....................................................  30-70 

172.00 Transfer and Assignment (UCC § 5-116) ....................................  30-76 
172.05 Assignability .....................................................................  30-76 

31 Article 8, Investment Securities 
173.00 General Matters (UCC §§ 8-102, 8-103, 8-105) .............................  31-1 

173.05 What Constitutes a Security ..............................................  31-1 



xxxvi TABLE OF CONTENTS 

 

173.10 Issuer’s Lien Noted on Security .........................................  31-2 
173.15 Negotiable Securities .........................................................  31-2 

174.00 Issue-Issuer (UCC §§ 8-203, 8-205) ...............................................  31-3 
174.05 Effect of Issuer’s Restrictions on Transfer .........................  31-3 
174.10 Effect of Unauthorized Signature on Issue ........................  31-3 

175.00 Transfer (UCC §§ 8-302, 8-304, 8-305, 8-306, 8-315,  
8-318, and 8-507) ............................................................................  31-4 
175.05 Bank as Bona Fide Purchaser ...........................................  31-4 
175.10 Notice to Bank of Adverse Claims .....................................  31-4 
175.15 Staleness as Notice of Adverse Claims .............................  31-6 
175.20 Bank’s Warranties of Presentment and Transfer ...............  31-7 
175.25 Action Against Transferee Based Upon  

Wrongful Transfer ..............................................................  31-8 
175.30 Enforceability, Perfection, Termination of  

Security Interests ...............................................................  31-9 
175.35 Entitlement Orders [New] ...................................................  31-9 

176.00 Registration (UCC §§ 8-401, 8-403, 8-406) ..................................  31-10 
176.05 Duty of Issuer to Register Transfer ..................................  31-10 
176.10 Issuer’s Duty as to Adverse Claims .................................  31-11 
176.15 Duty of Authenticating Trustee, Transfer Agent,  

or Registrar ......................................................................  31-11 

32 Article 9, Secured Transactions 
177.00 Pre-Code Security Devices ...........................................................  32-1 
 (also see Sections 177.05 Conditional Sale; 177.10 Trust Receipt  

on the accompanying CD) 

178.00 Scope of Article 9 ...........................................................................  32-1 
178.05 General Scope ...................................................................  32-1 
178.10 Installment Sale Disguised as Lease .................................  32-2 

179.00 Collateral Covered by Article 9 .....................................................  32-3 
 (also see Section 179.20 Money as “Goods” on the  

accompanying CD) 
179.05 Agricultural Supplies ..........................................................  32-3 
179.10 Fixtures ..............................................................................  32-3 
179.25 Intangibles .........................................................................  32-4 
179.30 Chattel Paper .....................................................................  32-7 
179.35 Inventory ............................................................................  32-8 

180.00 Governing State Law .....................................................................  32-9 
 (also see Section 180.15 Interstate Movement of Certificate of  

Title Property on the accompanying CD) 
180.05 Law Governing Certificate of Title Property .......................  32-9 
180.10 Property Brought Into One State While Subject to a  

Security Interest Created in Another State ...................  32-10.1 

181.00 Validity of Security Agreement and Rights of Parties ..............  32-13 
 (also see Section 181.10 Writing Requirement, In General on the 

accompanying CD) 



 TABLE OF CONTENTS xxxvii 

 

181.05 What Constitutes a Security Interest ................................  32-13 
181.06 What Constitutes a Security Agreement ..........................  32-14 
181.15 Adequate Description of Collateral ..................................  32-14 
181.20 Debtor’s Rights in the Collateral ......................................  32-16 
181.22 Reasonable Care in Custody and Preservation of  

Collateral .........................................................................  32-19 
181.25 After-Acquired Property Covered .....................................  32-20 
181.30 Future Advances Covered ...............................................  32-21 
181.31 Substantial Errors in Financing Statement .......................  32-21 
181.45 Dragnet Clauses ..............................................................  32-23 

182.00 Ways to Perfect Security Interests .............................................  32-25 
182.05 Perfection by Taking Possession .....................................  32-25 
182.10 Perfection Upon Attachment ............................................  32-27 
182.15 Perfection Outside the Uniform Commercial Code ..........  32-27 
182.20 Certificate of Title .............................................................  32-33 

183.00 Priority Rules ................................................................................  32-36 
 (also see Sections 183.20 Lien Creditor Versus Unsecured  

Creditor; 183.30 Secured Creditor Versus Bona Fide Purchaser;  
183.45 Secured Creditor Versus Federal Tax Lien on the  
accompanying CD) 
183.05 First-to-File Rule ..............................................................  32-36 
183.10 First-to-Perfect Rule .........................................................  32-38 
183.15 Perfected Security Interest Prevails Over Unperfected  

Security Interest ................................................................ 32-39 
183.25 Secured Creditor Versus Buyer in the Ordinary  

Course of Business .......................................................  32-40.2 
183.35 Secured Creditor Versus Judgment Lien Creditor ...........  32-43 
183.40 Secured Creditor Versus Repairman’s Lien Creditor .......  32-44 
183.41 Secured Creditor Versus Artisan’s Lien Creditor .............  32-44 
183.42 Secured Creditor Versus Bank ........................................  32-45 
183.43 Secured Creditor Versus Construction Lien ..................  32-48.1 
183.45 Secured Creditor Versus Federal Tax Lien ...................  32-48.2 
183.46 State Lien Creditor Versus Secured Creditor ................  32-48.2 
183.50 State Tax Lien Versus Federal Lien .................................  32-49 
183.51 Federal Tax Lien Versus Purchase Money Security  

Interest .............................................................................  32-49 
183.52 Subordination Agreements ..............................................  32-51 
183.60 What Constitutes a Purchase Money Security Interest ....  32-52 
183.65 Secured Creditor Versus Depository Bank With Rights  

of Setoff ...........................................................................  32-55 

184.00 Perfection of Security Interest by Filing ....................................  32-56 
 (also see Sections 184.25 Description of Collateral in Financing  

Statement; 184.55 Sale of Collateral Authorized by Secured Party;  
184.75 Exemption for Purchase-Money Security Interest in Farm  
Equipment on the accompanying CD) 
184.05 Necessary Filing of Financing Statement ........................  32-56 
184.10 Filing of Security Agreement by Itself ..............................  32-60 
184.15 Signatures Required on Financing Statement .................  32-60 
184.20 Filing Under Trade Name ................................................  32-61 



xxxviii TABLE OF CONTENTS 

 

184.30 Minor Errors in Financing Statement; Substantial  
Notice of Security Interest ................................................  32-61 

184.31 Substantial Errors in Financing Statement .......................  32-62 
184.45 Duration and Continuation of Perfection ..........................  32-64 
184.50 Continuation of Security Interest in Identifiable  

Proceeds From Collection ...............................................  32-67 
184.60 Assignment of Security Interest .......................................  32-70 
184.65 Filing of Certificate of Title ...............................................  32-72 
184.70 Sequence of Events of Filing and Perfection ...................  32-74 
184.80 Termination Statement ....................................................  32-75 

185.00 Default ...........................................................................................  32-75 
 (also see Sections 185.05 Events of Default; 185.40 Place of  

Foreclosure Sale on the accompanying CD) 
185.10 Contractual Remedies .....................................................  32-75 
185.15 Bank’s Right of Setoff ......................................................  32-77 
185.20 Remedy of Self-Help .....................................................  32-78.1 
185.25 Acceleration of Payment of Debt .....................................  32-83 
185.30 Commercial Reasonableness of Foreclosure Sale, In  

General ............................................................................  32-83 
185.35 Reasonable Notice of Sale ..............................................  32-92 
185.45 Disposition of Foreclosure Sale Proceeds .......................  32-96 
185.50 Creditor’s Right to Deficiency Judgment ..........................  32-97 
185.55 Creditor’s Liability for Conversion ....................................  32-99 
185.56 Lender’s Liability for Conversion ....................................  32-102 

PART VII REAL ESTATE LOANS 
33 Real Estate Loans 
190.00 In General .......................................................................................  33-1 

191.00 Denial of Loan Application ..........................................................  33-19 

192.00 Mortgage Participation ................................................................  33-21 

193.00 Recordation and Lien Priority .....................................................  33-22 

194.00 Due-on-Sale Clauses ...................................................................  33-30 
 (also see Section 194.00 Due-on-Sale Clauses on the  

accompanying CD) 
194.10 Prepayment Penalties ......................................................  33-30 

195.00 Title Certification and Title Insurance ........................................  33-33 

196.00 Release of Mortgage ....................................................................  33-35 
196.10 Mortgage Lien Priority ......................................................  33-37 

197.00 Mortgage in Default .....................................................................  33-38 

198.00 Modification ..................................................................................  33-55 

199.00 Community Reinvestment Act ....................................................  33-59 

200.00 Escrow ..........................................................................................  33-61 



 TABLE OF CONTENTS xxxix 

 

201.00 Predatory Lending .......................................................................  33-62 

202.00 Liability of Professionals Involved in Real Estate Lending ......  33-79 

203.00 Mortgage Loan Securitizations ...................................................  33-81 

204.00 Protecting Tenants at Foreclosure Act ......................................  33-83 

205.00 Reasonableness of Foreclosure Sale ........................................  33-84 

 

Table of Cases ........................................................................................  Cases-1 

Index ..........................................................................................................  Index-1 


