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EXPLANATION

Volumes 2 and 2A contain the text of Articles 3 through 8 of
the Uniform Commercial Code prepared under the joint sponsor-
ship of the American Law Institute and the National Conference
of Commissioners on Uniform State Laws. They replace the
original volume published in 1968.

The increasing growth of litigation under the Code and the
concomitant increase in judicial interpretations and construc-
tions over the past nine years have necessitated the publication
of these new volumes for convenient access to this ever growing
body of law in order to facilitate reference and research.

The Code, which replaces the former Uniform Laws relating
to sales, negotiable instruments, warehouse receipts, bills of lad-
ing, stock transfers, conditional sales and trust receipts, was
originally approved by its sponsors and the American Bar Asso-
ciation in 1952, and was revised in 1958 to incorporate a number
of changes that had been recommended by the New York Law
Revision Commission and other interested agencies. Subsequent
amendments that were deemed desirable in the light of experi-
ence under the Code were approved by the Permanent Editorial
Board in 1962 and 1966, and most recently, in 1972 with the
adoption of Revised Article 9.

All of the fifty states (Louisiana has adopted only Articles 1,
3, 4 and 5), together with the District ¢f Columbia and the Virgin
Islands, have adopted the Code.

OFFICIAL COMMENTS

One of the indispensable features of these volumes consists
of the Official Comments prepared under the auspices of the
National Conference of Commissioners on Uniform State Laws
and The American Law Institute, which appear under each sec-
tion. These Comments explain the purpose and intent of the
sections and the changes in the prior law that were effected by
the Code.
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EXPLANATION

AMENDMENTS OF OFFICIAL TEXT

Various sections of the Code were amended by the Editorial
Board in 1962 and 1966. Several sections were amended in
1972 to conform to the changes made by Revised Article 9. The
changes effected by such amendments are explained in notes
which follow the sections affected.

ACTION IN ADOPTING JURISDICTIONS

Another invaluable feature of this edition will be found in the
alphabetical listing of jurisdictions under those sections wherein
variations occur between the Official Text and the corresponding
text of the adopting jurisdiction. Such notes also indicate the
optional or alternative provisions in the text that have been en-
acted by the jurisdictions and the wording of provisions indicat-
ed by blanks in the Official Text.

In many jurisdictions, additional provisions that are not con-
tained in the Official Text have been enacted. The text of such
provisions is included under the subheading ‘“Variations from
Official Text”, or, in the case of additional sections, will be found
following the last section in the Code Article, or following the
last section in a Part of an Article.

ANNOTATIONS OR NOTES OF DECISIONS

The annotations or constructions of the Uniform Commercial
Code by the courts of the adopting jurisdictions are complete and
up-to-date. The annotations cover all decisions of courts of rec-
ord in the adopting jurisdictions, as well as those of the Supreme
Court of the United States and other Federal courts, construing
and applying the Code in the following :

Reports Abbreviations
Atlantic. Reporter —--cocccacwin swases summemacs sor s A.
Atlantic Reporter, Second Series - ... ___________ A.2d
New York Supplement - _____________. N.Y.S.
New York Supplement, Second Series - ... ____ N.Y.S.2d
North Eastern Reporter - _____________________________ N.E.
North Eastern Reporter, Second Series --- ... ________ N.E.2d
North Western Reporter .. .. . __ N.W.
North Western Reporter, Second Series - .- - _____ N.W.2d
Pacific Reporter - - P.
Pacific Reporter, Second Series - ... ________ P.2d
South Eastern Reporter - ____________________ SE.
South Eastern Reporter, Second Series - - .- ________ S.E.2d
South Western Reporter - __________ S.W.
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EXPLANATION

Reports Abbreviations

South Western Reporter, Second Series -----—- - - S.w.2d
Southern Reporter .- zesces oo e coe o Sin mtim 2ot S5 = ____So.
Southern Reporter, Second Series - - - - . So.2d
Federal Reporter - F.
Federal Reporter, Second Series - .- __ F.2d
Federal Supplement - -c--ecmvonc oo F.Supp.
Federal Riles DeeiSions o= commmmmmeomena o dain ce o F.R.D.
Supreme Court Reporter - . __ S.Ct.
United States Reports - - ___ U.S.
Lawyers’ Bdifion —--ccsveomrmmmmmmuneea o oo L.Ed.
Lawyers’ Edition, Second Series - ... ______ L.Ed.2d

Other Standard Reports

The annotations appear under numbered notes so that the
user, by referring to the same numbered note in the Pocket Part,
can readily locate late decisions on the same point.

An alphabetical index to the annotations or constructions of
the Code by the courts will be found preceding the annotations
under each section.

CROSS REFERENCES

Exhaustive references to other sections of the Code direct
attention to related or qualifying provisions which should be
consulted.

FORMS

References to various legal forms that are appropriate for use
in transactions and proceedings related to the Uniform Commer-
cial Code are carried under this heading and refer to forms con-
tained in Uniform Laws Annotated—Uniform Commercial Code
Forms.

LAW REVIEW COMMENTARIES

Copious references to informative articles and discussions in
Law Reviews and other legal periodicals, relating to various as-
pects of the Uniform Commercial Code, appear at the beginning
of each Article, and under sections to which they are pertinent.

LIBRARY REFERENCES

Another helpful feature of this edition consists of the refer-
ences keyed to topics in West’s General Digest, wherein cases
from all jurisdictions on related material are annotated, and to
sections of Corpus Juris Secundum which discuss the prevailing
authority on related subject matter.
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EXPLANATION

FOREWORD

An interesting and informative discussion on the origin and
development of the Code and its adoption by the states is con-
tained in a Foreword by the late William A. Schnader, Esq., who
proposed the preparation of the Code in 1940.

TABLES

The Table of Adopting Jurisdictions at page one of the text
lists the jurisdictions in which the Uniform Commercial Code
has been adopted, the effective date and the statutory form of
citation. The Disposition Table in the first volume of the Code
at page XXXVII of the prefatory material shows where sections
of the prior Uniform Acts that have been replaced by the Code
may be found in these volumes.

INDEX TO CODE

An alphabetical descriptive-word index to the text of the Uni-
form Commercial Code will be found at the back of the end vol-
ume of the Code.

THE PUBLISHER
September, 1977
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Arknomlednment

Uniform Commercial Code
Official Text and Comments

Acknowledgment is gratefully made to The American Law
Institute and to the National Conference of Commissioners on
Uniform State Laws for permission to reproduce the official Text and
Comments for the Uniform Commercial Code in UNIFORM LAWS
ANNOTATED.

Section 1-102 of the Code provides that the act “shall be
liberally construed and applied to promote its underlying purposes
and policies” which include “to make uniform the law among the
various jurisdictions”.

THE PUBLISHER

June, 1968
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ARTICLE 4
BANK DEPOSITS AND COLLECTIONS

PART 1

GENERAL PROVISIONS AND DEFINITIONS

Section

4-101. Short Title.

4-102. Applicability.

4-103. Variation by Agreement; Measure of Damages; Certain
Action Constituting Ordinary Care.

4-104. Definitions and Index of Definitions.

4-105. “Depositary Bank”; “Intermediary Bank”; “Collecting
Bank”; “Payor Bank”; ‘“Presenting Bank’”; “Remitting
Bank”.

4-106. Separate Office of a Bank.
4-107. Time of Receipt of Items.
4-108. Delays.

4-109. Process of Posting.

PART 2

COLLECTION OF ITEMS: DEPOSITARY AND
COLLECTING BANKS

4-201. Presumption and Duration of Agency Status of Collecting
Banks and Provisional Status of Credits; Applicability
of Article; Item Indorsed “Pay Any Bank”.

4-202. Responsibility for Collection; When Action Seasonable.

4-203. Effect of Instructions.

4-204. Methods of Sending and Presenting; Sending Direct to
Payor Bank.

4-205. Supplying Missing Indorsement; No Notice from Prior In-
dorsement.

4-206. Transfer Between Banks.

4-207. Warranties of Customer and Collecting Bank on Transfer
or Presentment of Items; Time for Claims.

4-208. Security Interest of Collecting Bank in Items, Accompany-
ing Documents and Proceeds.

4-209. When Bank Gives Value for Purposes of Holder in Due
Course.

4-210. Presentment by Notice of Item Not Payable by, Through
or at a Bank; Liability of Secondary Parties.

4-211. Media of Remittance; Provisional and Final Settlement in
Remittance Cases.
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Section
4-212.
4-213.

4-214.

4-301.

4-302.
4-303.

4-401.
4-402.
4-403.
4-404.

4-405.
4-406.

4-407.

4-501.

4-502.
4-503.

4-504.

UNIFORM COMMERCIAL CODE

Right of Charge-Back or Refund.

Final Payment of Item by Payor Bank; When Provisional
Debits and Credits Become Final; When Certain Credits
Become Available for Withdrawal.

Insolvency and Preference.

PART 3

COLLECTION OF ITEMS: PAYOR BANKS

Deferred Posting; Recovery of Payment by Return of Items;

Time of Dishonor.
Payor Bank’s Responsibility for Late Return of Item.
When Items Subject to Notice, Stop-Order, Legal Process
or Setoff; Order in Which Items May Be Charged or Cer-

tified.
PART 4

RELATIONSHIP BETWEEN PAYOR BANK
AND ITS CUSTOMER

When Bank May Charge Customer’s Account.

Bank’s Liability to Customer for Wrongful Dishonor.

Customer’s Right to Stop Payment; Burden of Proof of Loss.

Bank Not Obligated to Pay Check More Than Six Months
old.

Death or Incompetence of Customer.

Customer’s Duty to Discover and Report Unauthorized Sig-
nature or Alteration.

Payor Bank’s Right to Subrogation on Improper Payment.

PART 5

COLLECTION OF DOCUMENTARY DRAFTS

Handling of Documentary Drafts; Duty to Send for Pre-
sentment and to Notify Customer of Dishonor.

Presentment of “On Arrival” Drafts.

Responsibility of Presenting Bank for Documents and
Goods; Report of Reasons for Dishonor; Referee in Case
of Need.

Privilege of Presenting Bank to Deal With Goods; Security

Interest for Expenses.



BANK DEPOSITS—COLLECTIONS

§ 4-101

PART 1

GENERAL PROVISIONS AND DEFINITIONS

Section

4-101. Short Title.

4-102. Applicability.

4-103. Variation by Agreement; Measure of Damages; Certain
Action Constituting Ordinary Care.

4-104. Definitions and Index of Definitions.

4-105. “Depositary Bank”; “Intermediary Bank”; ‘“Collecting
Bank’”; “Payor Bank”; “Presenting Bank”; “Remitting
Bank”.

4-106. Separate Office of a Bank.

4-107. Time of Receipt of Items.

4-108. Delays.

4-109. Process of Posting.

§ 4-101. Short Title

This Article shall be known and may be cited as Uniform Com-
mercial Code—Bank Deposits and Collections.

Official Comment

The tremendous number of
checks handled by banks and the
country-wide nature of the bank
collection process require uni-
formity in the law of bank
collections. Individual Federal
Reserve banks process as many
as 1,000,000 items a day; large
metropolitan banks average
300,000 a day; banks with less
than $5,000,000 on deposit han-
dle from 1,000 to 2,000 daily.
There is needed a uniform state-
ment of the principal rules of
the bank collection process with
ample provision for flexibility to
meet the needs of the large vol-
ume handled and the changing
needs and conditions that are
bound to come with the years.

The American Bankers Asso-
ciation Bank Collection Code, en-

acted in eighteen states, has
stated many of the bank collec-
tion rules that have developed,
and more recently Deferred
Posting statutes have developed
and varied further rules. With
items flowing in great volume
not only in and around metropol-
itan and smaller centers but also
continuously across state lines
and back and forth across the
entire country, a proper situa-
tion exists for uniform rules
that will state in modern con-
cepts at least some of the rights
of the parties and in addition
aid this flow and not interfere
with its progress.

This Article adopts many of
the rules of the American Bank-
ers Association Code that are
still in current operation, the



§ 4-101

principles and rules of the De-
ferred Posting and other stat-
utes, codifies some rules estab-
lished by court decisions and in

Law Review

A report on valid criticism and
suggested change in Article 4 of the
Code. 28 Temp.L.Q. 529 (1955).

A summary of Articles 3 and 4
and their impact in New York. 48
Cornell L.Q. 47 (1962).

Allocation of risks in foreign re-
mittance transaction: Commercial
Code Art. 4. 57 Yale I.J. 1426 (Aug.
1948).

Amending this article.
Hawkland. 28 Temp.L.Q).
(Spring-Summer 1955).

William D.
512

Analysis of this article. Report of

California State Bar Committee on
Commercial Code. 37 S.Bar J. 163
(1962).

Areas of approval of the Code by
New York Law Revision Commission.
William A. Schnader. 12 Bus.Law.
50 (Nov. 1956).

Art. 4: A battle with complexity.
Walter D. Malcolm. 1952 Wis.L.Rev.

264.
Background and analysis of this
article.  Murdoch K. Goodwin. 44

Neb.L.Rev. 420 (Mar. 1965).

Background and scope of the Ne-
braska Code, Articles 4 and 5. Flav-
el A. Wright. 43 Neb.L.Rev. 742
(July 1964).

Background of operation of this ar-
ticle. Rollin C. Huggins and Dean
B. Phemister. 50 IlILBar J. 838, 839
(May 1962).

Bank charge cards.
Brandel and Carl A. Leonard.
Mich.L.Rev. 1033 (1971).

Bank
study.

Roland E.
69

collections: a comparative
29 Texas L.Rev. 713 (1951).
collections under the Code.
Bunn. 1964 Wis.L.Rev. 278.

credit cards and the Code.
B. Davenport. 85 Banking
(Nov. 1968).

Bank
Charles

Bank
William
L.J. 911

UNIFORM COMMERCIAL CODE

addition states certain patterns
and procedures that exist even
though not heretofore covered
by statute.

Commentaries

Bank-customer relations under the
Code. Henry D, Collins. 64 W.Va.l.
Rev. 657 (July 1962).

relationship under
50 Colum.I.Rev.

Bank-customer
Art. 4 of the Code.
802, 824 (June 1950).

and  collections.
Bart A. Brown. 48 Ky.L.J. 232
(Winter 1960); Albert H. Dehner.
22 Tenn.L.Rev. 832 (Feb. 1953); 44
Neb.L.Rev. 402 (1965); 20 Bus.Law
711 (1965); 29 Mo.[.Rev. 411 (1964);
S0 Banking I.J. 1 (1963): 50 IILB.J.
838 (1962); 15 OKkla.L.Rev. 287
(1962); 17 Rutgers L.Rev. 79 (1962);
40 Mich.S.B.J. 17 (1961); 15 U.Pitt.

Bank deposits

L.Rev. 565 (1954); 16 Law & Con-
temp.Prob. 308 (1951); Donald J.

Rapson. 17 Rutgers L.Rev. 79 (1962).

Bank deposits and collections be-
fore and after the Code. Jack L.
Griffiths. 23 Ohio S.I.J. 236 (1962).

Bank deposits and collections un-
der the Code. Fairfax Leary Jr. 72
Banking L.J. 153, 229 (Mar. 1955).

Bank deposits and collections un-
der the Code is a piece of vicious
class legislation. Frederick K. Beu-
tel. 61 Yale L.J. 357 (Mar. 1952).

Bank deposits and collections un-
der the proposed Code. 50 Colum.L.
Rev. 802 (June 1950).

Bank deposits and collections un-
der this article. Fairfax Leary Jr.
15 U.Pitt.L.Rev. 565 (Summer 1954).

Bank procedures and the Code:
When is a check finally paid? 9
Boston College I.Rev. 957 (Summer
1968).

Bank statements, cancelled checks
and article four in the electronic age.
65 Mich.L.Rev. 1341 (May 1967).

Bank to bank relations under this

article. Edward M. Penick. 16 Ark.
L.Rev. 61 (Winter 1961-62).
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BANK DEPOSITS—COLLECTIONS

Bank to customer relations. Field
Wasson. 16 Ark.L.Rev. 66 (Winter
1961-62).

Banking, commercial paper and in-
vestment securities under the Code.
Paul D. Carrington. 14 Wyo.L.J. 198
(Spring 1960).

Banking and the Uniform Commer-
cial Code. 72 Banking L.J. 609
(1955).

Changes effected in the law by this
article. John J. Clarke. 36 N.Y.S.Bar
J. 35 (Feb. 1964).

Changes in the Ohio law of com-
mercial paper and banking practice.
Loren E. Souers Jr. 14 Western Re-
serve L.Rev. 72 (Dec. 1962).

Checking accounts for savings
banks? 14 Boston College I.Rev. 471
(1973).

Colorado bank deposits and collee-
tions law and this article. James C.

Owen, Jr. 38 Colorado IL.Rev. 65
(Fall 1965).

Commentary on this article—A
symposium. Herbert O. Davis. 44
North Carolina L.Rev. 627 (Apr.
1966).

Commercial paper and bond depos-
its and collections. Anthony G. Felix
Jr. 19 Bus.Law. 567 (Apr. 1964).

Comparison of this article to Wis-

consin laws. Orrin L. Helstad. 1964
Wis.L.Rev. 355, 372.
Computer-communications concept

and technology and Article 4 of the
Code. John J. Clarke. 25 Bus.Law-
yer 109 (Nov. 1969).

Deferred posting under the Com-

mercial Code. 59 Yale L.J. 961
(1950).
Delivery and incomplete checks.

78 Banking L.J. 737 (1961).

Deposit and transfer of checks for

collection. 7S  Banking L.J. 829
(1961).

Dishonor and return of unpaid
checks. 79 Banking I.J. 277, 369.
(1962).

Drafting and background of this
article.  William M. Trumbull. 55
N.W.U.L.Rev. 253 (July-Aug. 1960).

7
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Drafting and scope of this article.
78 Banking I..J. 282 (Apr.1961).

Drafting of the Code. Edward S.
rodfrey. 16 Albany L.Rev. 22 (Jan.
1952); William M. Trumbull. 8 De
Paul  TL.Rev. 13 (Autumn-Winter
1958).

Drawee's wrongful detention of a

check. 22 Pa.B.A.Q. 317 (1951).
Freedom of contract under the
Code. Charles Bunn. 2 Boston Col-

lege L.Rev. 59 (Fall 1960).

Forgeries and double forgeries un-
der the Code. Anthony N. Palizzi.
42 So.Cal.I.R. 659 (1969).

Guide to the Code, Articles 3 and
4. Richard G. Bell. 2 Cumberland-
Samford L.Rev. 266 (1971).

Historical background and discus-
sion of this article. Donald J. Rap-
son. 17 Rutgers L.Rev. 79 (Fall
1962).

Holder in due course: A compari-
son of the provisions of the negotia-

ble instruments law with those of
Art. 3 of the proposed Code. Wil-
liam E. Britton. 72 Banking I.J.
305, 381 (May-June 1955).

Holder in due course of checks. 78

Banking L.J. 461 (1961).

How adoption of Uniform Commer-
cial Code could affect law of bank
deposits and collections in Oregon.
William E. Love. 32 Ore.L.Rev. 25,
156, 288 (Dee. 1952, Feb., June 1953).

How bank collection works. Wal-
ter D. Malecolm. 11 Howard I.J. 71
(Winter 1965).

How the adoption of the Code
would affeet the law of bank depos-
its and collections in Oregon. H.
Dewey Wilson. 30 Ore.l.Rev. 359
(June 1951).

How the Uniform Commercial Code
has affected bank operations in
Pennsylvania, panel discussion. 11
Bus.Law. 57 (Nov. 1955).

How this Article has fared in the
courts. Ralph C. Clontz, Jr. 4 U.C.
C.Law Journal 16 (1971).

Impact of Articles 3 and 4 in New

York. Norman Penney. 48 Cornell
L.Q. 47 (Fall 1962).
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Impact of the Code on Colorado
law. Dellas W. Iee. 42 Denver L.
C.J. 67 (Spring 1965).

Innovations in Arts. 3 and 4 of the
Uniform Commercial Code. Richard
Cosway. 16 Law & Contem.Prob, 284
(Spring 1951).

Law of bank checks; general prin-
ciples. 78 Banking L.J. 277 (1961).

Law of bank overdrafts. 78 Bank-

ing L.J. 1013 (1961).

Law of certification of checks. 78
Banking L.J. 369 (1961).

Law of indorsement and transfer
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