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SENATE ENROLLED ACT No. 501

AN ACT to amend the Indiana Code conceming commercial law.

Be it enated bythe Geneal Assanbly ofthe Sate ofindiana:

SECTION 1. IC 26-1-1-201, AS AMENDED BY PL.1432007,
SECTION 3, ISAMENDED TO READ ASFOLLOWS[EFFECTIVE
JULY 1, 2010} Sec.201.Subjectto addtional definitions contained
in IC 26-1-2 through IC 26-1-10 which are applicable to specific
provisions,andunless the mntext othemwiserequres in IC 26-1:

(1) "Action" in the £n% d a judicial proceeding includes
recaupment, counterclaim, setoff, suit in equty, and anyother
procedalingsin which rights are ddemined.
(2) "Aggrieved party" meansa party entitled to resort to aremedy.
(3) "Agreement meanghebamain of the patiesin factasfound
in their language o by implicaion from other circumsance
including course of dealng or usaye of trade or course of
performanceas povided in IC 26-1-1-205. Whether an agreement
has legal comeguences is deermined by the povisions of
IC 26-1, if applicable; otherwise by the law of contracts
(IC 26-1-1-103). (Compare "Contract".)
(4) "Bank" means afy a personengageal in the business of
banking and includes a savings bank, savings and loan
association, credit union, and trust company.
(5) "Bearr' meanghe peson:

(A) in control of a negotiable eledronic document of title; or
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(B) in possesson of a regotiable instrument, a negotiable

tangible document of title, oracertificated security payable to

beaer or emorsedin blank.
(6) "Bill of lading" meansa dacumentof title evidenchg the
recept of goodsfor shipmentissued byaperson enqged in the
busnhes of direcly or indirecly trangorting or forwarding
goods. The term doesnot include awarehousereceipt. The term
includes an airbill. "Airbill* means adocument seving for ar
transportation as a hill of lading does for marine or ral
transportation, and includes an air consignment note or ar
wayhbill.
(7) "Branch" includesa s@araelyincorporatedforeign branch of
a bark.
(8) "Burden of estaltishing" a fad¢ means the burden of
perswading thetriers offad that theexisterce of the fact is nore
probabk than tsnonexistence
(9) "Buyer in ordinaty course of busness" meansa peson that
buys goodsin good faith without knowledge thatthe ale violates
the rights of another person in the goods and in the ordinary
course froma person other ttanapawnbroker,in the business of
sdling goods ofthat kind A person buys goods in theordinary
course of budnes if the ale © the peson canports with the
usud or cusbmary pradicesin the kind ofbushes in which the
sdler is emagel or with the sdlers own usual or cwstomary
practices. A person that sells oil, gas or other minerals at the
wellheador mineheaisapersoninthe busnes of selling goods
of thatkind. A buyer in ordnary couse ofbusiness may buy for
cadh, by exchang o otherpropetty, or on secared a unsecued
credit, and may require goodsor dowments of title under a
preexisting cortract for sale.Only a huyer that takes pssession
of the goods or hasa right to recover the goods from that seller
under IC 26-1-2 may be abuyer in ordinary course of business. A
personthat aquires good in a trasferin bulk or as seurity for
or total or parial satsfaction of a moneydelt is nota buyer in
ordinary cours ofbusiness.
(10) "Conspcuous" A termorclause $conspicuous whenis so
written that a reasonable person against whom it is to operate
ought to have ndted it A printed heathg in capitls (as:

NONNEGOTIABLE BILL OF LADING) is cmspicuous.

Languagein the body of aformis conspicuous if it isin larger or
other contrasting type or color.But in a telegramany statedterm
is conspicuous. Whether aterm or dauseis conspicuous o not is
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for decision by the court.
(11) "Contract" means the totd legal obligation which results
from thepaties ageementsaffected bythis Act andanyother
applicable rules of law. (Compare "Agreement".)
(12) "Creditor" includes a general creditor, a secured creditor, a
lien aeditor andany represnfatve o creditors, including an
assignee for the benefit of creditors, a trustee in bankruptcy, a
recaver in equty, and an &ecubr or admhistrator of an
insdventdebbr's or asignor's edate.
(13) "Defendant"includesaperson in the paition of defendant
in a cross-action or counterclaim.
(14) "Delivery' means thefollowing:
(A) With resped to aneledronic documert of title, voluntary
transfer of control.
(B) With respet to instuments, tangble dawumens of title,
chattel paer, or cetificated securities, voluntary transfer of
possession.
(15) "Document of title" means arecord that:
(A) in the reqularcouiseof bushesor financing, istreaed &
adequatelyevidencing that thepersonin possesionor cortrol
of therecad is enttledto receve, control, hold, anddispose
of the recad andthe godsit covers; and
(B) pumports to be issued byor addesseal to a bailee and
purports © cove goods inthe kailees possession which are
either dertified or aredingible portons d an dentified mass.
The £m includesa bill of lading, trangort document dock
warrant, dok receipt, warehousereceipt, or orde for delivery of
goods. An electronic document of title means a ccument of title
evidencedby a recad cmsisting of information sored in an
electonic medium A tangble docunent of title means a
document oftitle evidenced by a re@rd corsisting of information
that isinscribed on atangible medium.
(16) "Fault" meanswnrongful ad, omisson, or bread.
(17) "Fungble" with regectto goods or seculitiesmeansgjoods
or secuitiesof which any unit is, by naure or usaye of trade,the
equivalent of ary other like unit. Goods which are not fungible
shdl bedeemedtdingble for the puposesof IC 26-1 tothe extent
that under aparticular agrement or doaument unlike wnits are
treakd as egivalents.
(18) "Genuine" means free of forgeryor cownterfeiting.
(19) "Good faith", except as otherwise provided by IC 26-1-4
or IC 26-1-5.1, means honedy in fact in the conduct or
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transactronn concernrec: and the observance of reasonable
commer cial standards of fair dealing.
(20) "Holder" means:
(A) the personin possesson of a negatiable instrument that is
payable dther to beaer a to an idenified peson if the
identifi ed person is in possesson of theinstrument;
(B) the peson in pesession of anegptiable tangble dacument
of title if the goods are ddiverable atherto beaer or to the
order ofthe personin possession or
(C) the peson in contol of anegotiable dectronic document
of title.
(21) To 'honor"is to payorto accepandpayorwhere a ceditso
engages to purchase or discount a draft complying with the terms
of the credit.
(22) "Insolvency procedings” includesany asignment for the
benrefit of creditorsor other proceedings intendedto liquidate or
rehabilitate the estate of the peson involved.
(23) A person is "insdvent' who either hasceased b pay the
person'sdebsin the adinaly courseof budnesor canna paythe
person's debs as they bemome due a is insdvent within the
meanig of the fedeal bankuptcy law.
(24) "Money' means a medium of exdhange aithorized or
adopted bya donesic or foreign goremment and mcludes a
monefary unit of account edablished by anintergovemmental
organization orby agreenent betveentwo (2) or more natons.
(25) A person has"notice" of afactwhen:
(a) the person has actual knowledge of it;
(b) the personhas re®iveda rotice or notification ofit; or
(c) from all the fads ard circumstarces known to the person
at the time in question, the person has reason to know that it
exists.
A person"knows" or has"knowledge" ofafact when the erson
has acdua knowledge ofit. "Discove” or "learn’ or a wordor
phraseof similar importrefers taknowledge raher thantoreason
to know. The time and circumstarces under which a rotice or
notification may cease 1 be effecive ae nd deemined by
IC 26-1.
(26) A person "notifies" or "gives" a notice or notification to
another by taking such stgps as may be reasonably required to
inform the dherin ordinaty course whether or not such aher
actudly comesto know of it. A person "receives a rotice or
notificaion when:
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(a) it comesto the personis attenion; or

(b)itisduly deiivered & the phceof busnes through which

the mntract was madeor at anyother place hedl out by the

person ashe dace brreceiptof such cormunications.
(27)Notice,knowledge, or ancticeof natificaton receéved byan
organization is effective for aparticular transaction from thetime
whenit is brought to the dtenton of the individual conducing
that transaction and, in any event, from the time when it would
hawe been bioughtto the peson'sattenton if theorganization had
exercised duediligence An organization exercisesdue dligence
if it maintainsrea®nableroutinesfor communicating significant
information to the person conducting the transaction and there is
reasorable conpliance with theroutines. Due diligence doesnot
require an individual acting for the organization to communicate
information unless such communication is part of the person's
regular duties or unless the person has reason to know of the
transaction andthatthetransacton would bematerially affected
by the information.
(28) "Organization" includes a corpration, goverrment or
governmental subdivision or agency, businesstrust, esate, trust,
partnership or ascciation, two (2) or more pesons havng a joint
or common interest, or any other legal or commercial entity.
(29) "Paty", asdistinct from "third pary", meansa person who
has engagedn a transaciton or made anagreenent wihin
IC 26-1.
(30) "Peasm"” includesan individual or an organization. (See
IC 26-1-1-102.)
(31) "Preaumption” or "presumed" meansthat the tier of fact
must find the existence of the fact presumed unless and until
evidence is introduced which would support a finding of its
nonexstence
(32) "Purchase" includes taking by sale, discount, negotiation,
mortgage, pedge, lien, security interest,isswe or resswe, gift, or
any other voluntary transaction creating an interest in property.
(33) "Purcha®r' meansa peson whotakesby purchas.
(33a) "Registered mail" includes certified mail.
(33b) "Record", except as used in IC 26-1-1.5-2 and
IC 26-1-2.1-309, means information that is inscribed on a
tangible medium or that is stored in an electronic or other
medium and isretrievablein perceivable form.
(34) "Remaly" meansanyremedal right to which an aggrieved
party is entitled with or without resort to atribunal.
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(35) "Representative" includes an agent, an officer of a
corporation or assodation, and a trustee executor, or
admhistrator of an estate, or anyotherpeison empovered b ad
for arother.
(36) "Rights' includes remdies.
(37) "Security interest" means anintered in persoral property or
fixtureswhich searespaymentor performanceof anobligation.
The termalso indudesary interestof a consignor and a buyer of
accounts, chattel pger, a paymernt intangible, or a pomissory
note in atransacton thatis subject o IC 26-1-9.1. The speial
property interest of a buyer of goods on identification of such
goods toa contract for sde under IC 26-1-2-401 is not asecurity
intered, but a buyer may also acquire a secuiity intereg by
complying with IC 26-1-9.1. Except as aherwise provided in
IC 26-1-2-505, the iight of a sdler or lessor of goods under
IC 2641-2 or IC 26-1-2.1 to retain or acquire possesim of the
goods B nota "securty interest”, but a gller a lesso may also
acqure a 'security interes" by complingwith IC 261-9.1. The
retenfon or reseration of title by a sdler of goods
notwithstanding shipment or delivery to the buyer (IC
26-1-2-401) is limited in effect to areservation of a "seurity
interest'. Whetheratransacdioncreatsalease osecurly interest
is dagermined by the facts ofeach case However, a trarsaction
creaesasecurity intered if the mnsideration the lessee is to pay
the lessr for the light to possession anduseof the godsis an
obligation for theterm of thelea® nd subjectto terminaton by
the lesee and:

(a)the aiginaltemn of the lkea® isequalto or greakerthan he

remaining ecaomic life ofthe goals;

(b) the lessee is bound to renew the lease for the remaning

economic life ofthegoodsoris bound to become theowner of

the goals;

(c) the lessee ha an option to renew the lea® for the

remahing economic life of the goods for no additional

consideration or nonmnal addtiona consderation pon

compliance with theleaseagreement; or

(d) thelessee hasan @tion to beamme the avnerof the gpods

for no addiional considemtion or nominal addtional

consideration upon compliance with the lease agreement.
A transadton does notreate a@&curty interestmerely becawse
it provides that:

(@) the present value of the consideration the lessee is
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obligatd topaythe lessr for the rightto posesson anduse
of the goads issubstantially equal to oris greater than the fair
market valueof the good atthetime the leaseis enteredinto;
(b) the lessee assumes risk of loss d the goads, or arees to
pay taxes, msurance, filing, reording, or registrationfees, or
senice ormaintenane cos$ with respecto the goals;
(c) the essee hasan gtion to renewthe kea® a to bemme the
owner d the goals;
(d) the lessee has anoption to renewthelea® for afixed rent
that is equal to or greater than the reasonably predictable fair
marketrentfor the ug of thegoodsfor theterm of the enewal
at thetime theoption is b bepeformed; or
(e) thelese= hasanoption to becane theownerof the gpods
for afixed pricethat is equal to or greater than the reasonably
predictable fair market value of thegoads at the ime the
option isto beperformed.
For pumposes of this subgcton:
(x) Additional consideration is not nominal if:
(i) when the tion torenev the lea® isgranted bthe kesee
the entisstated b bethefair marketrentfor theuseof the
goodsfor the £m of the reneval deeminedatthe ime the
optionisto be prformed, or
(ii) when the option to become the owner of the goads is
granted D the lesee the piceisstated b bethe fair market
value d thegoodsdeteminedatthetimetheoptionisto be
performed.
Additional consideration s nominal if it is les than he
lessee's reaonably predictable cost of peforming underthe
lea® ggreementf the gtion isnot exercised.
(y) "Reasorably predictable" and "remaining ecoromic life of
the goods"are o bedetemined wih referencetothe factsand
circumstarces at thetime thetransection is eneredinto.
(z) "Present value' means the amount as ofa date @rtainof
one (1) or more sumspayable in the future, discounted b the
date certain. The discount is determined by the interest rae
specified by the parties if the rate is not manifestly
unressorable at he time the transaction is enered into.
Otherwise, the discount is determined by a commercially
rea®nabke rate that takes into account the facs and
circumstances of eech case at the ime the ransacion weas
enteredinto.
(38) "Send" in connection with any writing or notice means to
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depasit in the mal or deliver for trangmisson byanyotherusual
meansof communicaton with postage a cost of transnission
provided Pbr and propely addeseal and, in the ae d an
instument, to anaddess speified herem o othewiseageed
or, if there be none, to any addes rea®nabke unde the
circumsances. The recapt of any writing or notice within the
time & which it would hawe arived if propelly senthasthe dfect
of a proper sending.
(39) "Signed" includes ary symbol executed or adopted by aparty
with present intertion to authenticate a writng.
(40) "Surety" includesguaantor.
(41) "Telegrant' includes a message transmitted by radio,
teletype, cable, any mechanéal mehod of trangnmisgon, or the
like.
(42) "Term" means that portion of anagreement which relates to
a particuar matter.
(43) "Unauthorized" signature means one made without acual,
implied, or apparent authority and includes a forgery.
(44) "Value". Except as otherwise provided with respect to
negotiable instruments and bak cdlectons (IC 26-1-3.1-303,
IC 26-1-4-208, and IC 26-1-4-209) aperson givesvalue for rights
if the person acquires them:
(a) in retun for a bnding commitment to exterd credit or for
the extersion ofimmediately avalable credit whether or rot
drawn upon and whether or rot a clargeback is provided for
in the eventof difficultiesin cdlecion;
(b) as security for or in total or partial satisfaction of a
preexisting claim;
(c) by accepting ddiverypursuant to a peexisting contra¢ for
purchase; or
(d) generally, in return for any consideration sufficient to
support a smple contract.
(45) "W arehouse receipt" means a document of title issued by a
person engaged in the busness of storing goodsfor hire.
(46) "Written" or "writing" includesprinting, typewiiting, or any
other intentional reduction to tangible form.
SECTION 2. IC 26-1-3.1-103 IS AMENDED TO READ AS
FOLLOWS[EFFECTIVE JULY 1,2010} Sec.103.(a)In IC 2641-3.1:
(1) "Acceptor" means adrawee who has accepted a draft.
(2) " Consumer account” meansan account established by an
individual primarily for personal, family, or household
pur poses.
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(3) " Consumer transaction" meansatransaction in which an
individual incursan obligation primarily for personal, family,
or household purposes.

2 (4) "Draweé' means a personordeed in a daft to make
payment.

£3) (5) "Drawer" meansa peson whosignsor isidenified in a
draft as aperson ordering payment.

4 (6) "Goodfaith" means honegy in fact andthe olservance of
reassorable commerdal standards of fair dealing.

5y (7) "Maker' meansa peson whosignsor isidenified in a
note as a person undertaking to pay.

6} (8) "Orde"” meansa written instuction to paymoneysigned
by the peson giving the instuction. The nstuction may be
addesed to any pesson, including the peson gving the
instuction, or to one (1) or more pasons jointly or in the
altemaitve butnotin succeson. An auhorization to payisnot an
order unless the person authorized to pay isalso instructed to pay.
7 (9) "Ordinarycare"in thecaseof a perso ergaged in business
meansbseavane of reasonablke ommmercial standadsprevailing
in the aeain which the peson is locatd, with regect to the
bushesin which the pesonisengaged.Inthe @as o abankthat
takesaninstumentfor processing for cdlection or paymentby
automated means, ressorable commerdal standards do not
require the bankto examine he instument if the failure to
examine desnotviolate the bak'sprescribed poceduesandthe
banKsproceduesdonat vary unrea®nably fromgenealbankng
usae nd disgoproved bylIC 26-1-3.1 or IC 26-1-4.

£8) (10) "Party" means aparty to an instrument.

(11) " Principal obligor" ,with respect toan instrument, means
theaccommodated party or any other partytotheinstrument
against whom a secondary obligor has recourse under this
article.

9) (12) "Promis€' meansa written undetaking to pay money
signal by the pesonundertaking topay. An adknowledgment of
an obligation by the obigor is not a pronise unless theobligor
alsoundetakesto paythe dligation.

263 (13) "Prove" with regectto afactmeanso meetthe buden
of estaliishing thefad (IC 26-1-1-201(8)).

11 (14) "Remiter' meansa peson whopurchagsaninstument
fromits issue if the instrument is payable to an icentified person
other thanthe purchaser.

(15) " Remotely-created consumer item" means an item that
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isdrawn on a consumer account, is not created by the payor

bank, and does not bear a handwritten signature purporting

to be the signature of the drawer.

(16) " Secondary obligor", with respect to an instrument,

means:
(A) an endorser or an accommodation party;
(B) a drawer having the obligation described in
IC 26-1-3.1-414(d); or
(C) any other party to the instrument that has recourse
against another party to the instrument under
IC 26-1-3.1-116(b).

(b) Other definitions gplying to IC 26-1-3.1 and the sections in
which theyappar are:

"Acceptince. IC 26-1-3.1-409.

"Accommodated paty". IC 26-1-3.1-419.

"Accommodaton paty". IC 26-1-3.1-419.

"Alteration". IC 26-1-3.1-407.

"Anomabusendasanent'. IC 26-1-3.1-205.

"Blankendasement'. IC 26-1-3.1-205.

"Cadiersched". IC 26-1-3.1-104.

"Cettificate o depait". IC 26-1-3.1-104.

"Cettified decK'. IC 26-1-3.1-409.

"ChecK. IC 26-1-3.1-104.

"Consideration”. IC 26-1-3.1-303.

"Draft". IC 26-1-3.1-104.

"Holderin duecoursé€'. IC 26-1-3.1-302.

"Incomplete instument'. IC 26-1-3.1-115.

"Endasement'. IC 26-1-3.1-204.

"Endasea™. IC 26-1-3.1-204.

"Instument'. IC 26-1-3.1-104.

"Isue". IC 26-1-3.1-105.

"Iswuer". IC 26-1-3.1-105.

"Negdiable instument'. IC 26-1-3.1-104.

"Negdiation". IC 26-1-3.1-201.

"Note". IC 26-1-3.1-104.

"Payable & adefinite ime". IC 26-1-3.1-108.

"Payable on demand!'IC 26-1-3.1-108.

"Payable to beaer'. IC 26-1-3.1-109.

"Payable to order". IC 26-1-3.1-109.

"Payment'. IC 26-1-3.1-602.

"Pasm enttled b enforce". IC 26-1-3.1-301.

"Preentment'. IC 26-1-3.1-501.
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"Reaquisition". IC 26-1-3.1-207.

"Special endasement'. IC 26-1-3.1-205.
"Tellersched". IC 26-1-3.1-104.
"Trander of aninstument'. IC 26-1-3.1-203.
"Travelersched". IC 26-1-3.1-104.
"Value". IC 26-1-3.1-303.

(c) The fDllowing defnitions n other IC 26-1-4 aply to
IC 261-3.1:

"Banking day'. IC 26-1-4-104.
"Cleaiing housé€'. IC 26-1-4-104.
"Collecing banK'. IC 26-1-4-105.
"Depostary bank'. IC 26-1-4-105.
"Documenary draft". IC 26-1-4-104.
"Intermediary banK'. IC 26-1-4-105.
"Item". IC 26-1-4-104.

"Payor bank'. IC 26-1-4-105.
"Sugpendspayments”. IC 26-1-4-104.

(d) In addtion, IC 26-1-1 containsgenerl definitionsand pinciples
of constuction andintempretation applcabk throughout IC 26-1-3.1.

SECTION 3. IC 26-1-3.1-106 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JJLY 1, 2010} Sec. 106. (a) Exceptas
provided in this section, for the purposes of IC 26-1-3.1-104(a), a
promise o order is uncondtionalunlessit states:

(1) an expresscondition to payment;
(2) thatthe pomiseor orderis subjgctto or govemed byanaher
witirg: record; or
(3) thatrights or obligationswith repectto the poomiseor order
are stated in another writifig: record.
A reference to anothe writing record does not of itsdf make the
promise or order conditional.

(b) A promise or arder is not made conditional:

(1) by a referece to another writirig record for astatement of
rights with respect to collateral prepayment, or aceleraion; or
(2) because paymert is limited to resort toa particular fund or
saurce.

(c) If a promise or order requires, as a condition to payment, a
countersignature byaperson whosespecimensignatureappeason the
promise or order, the ondition doesnat makethe pomise or order
conditonalforthe purposes ofC 26-1-3.1-104(a).If the persan whose
specimen signature appears on an instrument fails to countersign the
instrumert, the failure to countersignis a déenseto the obligation of
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the iswuer, but the failure daes nat prevent a transferee of the
instrument from becoming a holder of the instrument.

(d) If a promise or order at the time it is issued or first comes into
possesson of a holder contains a staement, required by applicable
statutory or admiistrative law, to the dfectthatthe tights of aholder
or transferee are subject to daims o defenses that the issuer could
aseat aguinst the orginal payee,the pomiseor orderis not thereby
made conditional for the puposes of IC 26-1-3.1-104(a), but if the
promise or order is an nstument, there cannd be a hdder in due
course of theinstrument.

SECTION 4. IC 26-1-3.1-116 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 2010} Sec. 116. (a) Exceptas
othemwise provided n the instument two (2) or more pesons who
have he sane liability onaninstument asmakers,drawersaccepors,
endorsers viho erdorse & joint payees, or aromalous erdorsers ae
jointly andseverally liable in the @padty in which theysign.

(b) Except as provigdin 1€ 26-1=3-1-419¢e) | C 26-1-3.1-419(f) or
by ageementof the dfected paties aparty having joint andseveral
liability who pays the instrument is ertitled to receive from any party
having the same pint andseveral liability contribution in acordance
with applcabk law.

a peson enttled -b enforce the nstiument does ot affect the Hght
trder subsetton (b) of a patty having the -sme pint and several

SECTION 5. IC 26-1-3.1-119 IS AMENDED TO READ AS
FOLLOWS [ERFECTIVE JULY 1, 2010]: Sec. 19. In anadion for
breat of anobligation for which athird peson is ansverable over
pursuant to IC 26-1-3.1 or IC 26-1-4, thedeferdant may give thethird
person wiitten notice d the litigation in a record, and the person
notified may then give similar notice to any other person who is
answerable eer. If the rotice sates:

(1) thatthe peson naified maycome in anddefend;and
(2) that failure to do so wil bind the personnotified in an adion
later brought by the peson gving the ndice asto any
detemination of factcommon to the two(2) litigations;
the peson naified is sobound unkss after reaonalde recept of the
noticethe peson naified descome in anddefend.

SECTION 6. IC 26-1-3.1-305 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 2010} Sec. 305. (a) Exceptas
stated i1 subsectton {b); otherwise provided in this section, the light
to enforce the obligation of a party to pay an instrument is sibject to
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the following:
(1) adefens o the doligor baed m:
(A) infancy of the obligor to the etent it is a ckferseto a
simple contract;
(B) duress, lack of legal capacity, or illegality of the
transaction which, under othe law, nullifiesthe obligation of
the obligor;
(C) fraud that induced the obligor to sgn the instrument with
neither knowledge nor reasonable opportunity to learn of its
character or is esertial terns; or
(D) discharge bthe oblgor in insdvencyproceedngs;
(2) a deferse of the obigor statedin arothe sedion of
IC 26-1-3.1 or adefense of the obligor that would be available if
the person ertitled to enforce the irstrument were enforcing a
right to paymentunderasimple mntract and
(3) aclaim inrecaupmentof theobligor againstthe aiginalpayee
of the instrument if the daim arosefrom the trasaction tha gave
risetothe instument, butthe daim of the doligor maybeasseated
aqainstatrandereeof the nstumentonly to reducethe anount
owing onthe instrument at the time the action is brought.

(b) The right of a holde in due couse b enforcethe obigation of
a paty to paytheinstumentissubjctto defenesof the dligor stated
in subsestion (a)(1), butisnot subjectto defensesof theobligor stated
in lubsetion (a)(2) or claims in remupmentstated n subsestion (a)(3)
agdanst a gersonother tranthe holder.

(c) Exceptasstated in subsestion (d), in an acion to enforce the
obligation ofa party to pay the irstrument, the obligor may not asert
against the person entitled to enforce the instrument a defense claim
in recaupment, or claim totheinstument(IC 26-1-3.1-306) of andher
person, but he oherper®on's claim to the nstumentmaybeaseted
by the obligor if the other person is joined in the action and personally
as<erts the claim against the person entitled to enforce the instrument.
An obligor is not obliged b paythe nstrument if the peson seeking
enforcementof the nstumentdoesnothawe rights of aholderin due
course andthe obligor provesthatthe instumentis a lost or sblen
instrument.

(d) In an actionto erforcetheobligation of anaccommodation party
to payaninstument theacoommodaton paty may aseat aginstthe
person entitled to enforce the instrument arny defense or daim in
recoupment under subsection (@) that the accommodated party could
aseat aginstthe peson entitledto enforcethe instument, exceptthe
deferses ofdischargein insolvency proceedings,infancy, and lack of
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legal capacity.

(e) In a consumer transaction, if law other than this article
requiresthat an instrument include a statement to the effect that
therightsof aholder or transfereearesubject toaclaim or defense
that the issuer could assert against the original payee, and the
instrument does not include such a statement:

(1) the instrument has the same effect as if the instrument
included such a statement;

(2) theissuer may assert against the holder or transferee all
claims and defenses that would have been available if the
instrument included such a statement; and

(3) the extent to which claims may be asserted against the
holder or transferee is determined as if the instrument
included such a statement.

(f) This section is subject to law other than this article that
establishes a different rule for consumer transactions.

SECTION 7. IC 26-1-3.1-309 IS AMENDED TO READ AS
FOLLOWS [ERFECTIVE JULY 1, 2010]: Sec.309. (a) A personnot
in possession of an instrument is entitled to enforce the instrument if:

(1) the peson wes i pessession of the-nstrumentantseeking to
enforcetheinstrument:
(A) was entitled to enforce i the instrument when loss of
possesdon occurred; or
(B) has directly or indirectly acquired ownership of the
instrument from a person who was entitled to enforce the
instrument when loss of possession occurred;
(2) the lossof possssion was not the reault of atrander by the
person or alawful seizure; and
(3) the peson cana rea®mnably obtain pssession o the
instrument becausetheinstrument was destroyed, its whereabuts
cannda be determined, or it is in the wrongful possession of an
unknown person or a peson that canot be found or is not
amenabe to srvice ofprocess.

(b) A person seeking enforcement of an instrument under subsedion
(a) must prove the tems o the instrument and the person's right to
enforcethe instrument If thatproof is made,IC 26-1-3.1-308 appies
to the @ @ if the peson seeking enforcementhad producedthe
instrument. The court may not erter judgment in favor ofthe person
seeking enforcementunlessit finds hattheperon required b paythe
instument is adequégely protected aganst loss that might occur by
reason of a daim by another person to enforce the instrument.
Adequate proection may be provdedby anyreasonable mans.
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SECTION 8. IC 26-1-3.1-312 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1,2010} Sec.312.(a)In thissection:
(1) "Check meansa adiers ched, teller's check or certified
chedk.
(2) "Claimant' meansaperson whoclaimsthe lightto recave the
amountof acasiersched, tellersched, or cetified dheckthat
waslost, dedroyed, or stolen.
(3) "Declaration of loss' meansa written datement madein a
record underpendty of peijury, to the efectthat (i) the delarer
lostposession of ached, (ii) thedechreristhe dawe or payee
of the ded, in the case ofa certified chedk, or the ramitter or
payee of the check, in the case of a cashier's check or teller's
ched, (iii) the lossof possession was not the reailt of a rander
by the cedarer or alawful sazure,and (iv) the dedarer @annot
rea®nably obtain possession of the chheckbeaus the chheckwas
dedroyed, its whereabaits cannd be determined, or itisin the
wrongful possession of an unknown peason or a peson that
canrot be bundoris notamenabe to srvice ofprocess.
(4) "Obligatedbank” means the isswer of a cashier's chedk or
teller's check or the acceptor of a cetified check.

(b) A claimant may assert a claim to the amount of a check by a
communication to the obligated bank descaibing the check with
rea®onable certainty and requesting payment of the amount of the
ched if (i) the daimant is thedrawer or payee of acertified chedk or
the emiter or payee of a cadiers chedk or teller's ched, (ii) the
communication conains or is aceompanied by a dedaration ofloss of
the claimant with respect to the check, (iii)) the communication is
received at atimeand in amanner affording the bank areasonabletime
to ad on it before tle ched is paid, and(iv) the daimant provides
reasorable identification if requeded by the obligatedbank. Delivery
of adechration of lossisa warranty of the ruth of the satemens made
in the declaration. If a claim is asserted in compliance with this
subsection, the following rules apply:

(1) Theclaim bemmesenforceadle & the later of (i) the ime the
claim is assertedpor (ii) ninety (90) days after the dde d the
check, in the case of a @shier's check or teller's check, or ninety
(90)daysafterthe dae oftheaccepancein the cas ofacettified
chedk.

(2) Until the daim beammesenforceale, the daim hasno lecal
effed andthe ol gatedbank may paythe ded or,in thecaseof
a llerschedk, maypermt thedrawee b paythe dhieck Payment
to a pesonentitledto enforcethe chedk discharges all liabil ity of
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the obligatedbank with resgec to the hedk.

(3) If the chim becanesenforceale bdore the heckispresented
for payment, the obigatedbank is not obligedto pay the dedk.

(4) When he daim bemmes enforceale, the dligated bak
becanesobligedto paythe anount of the dheckto the daimant
if payment of the check has not been made to aperson entitled to
enforcetheched. SubgcttoIC 26-1-4-302(@)(1), paymentto the
claimantdischamgesall liability of the dligated bank with regpect
to the check.

(c) If the dbligated bank paysthe anount of thecheckto aclaimant
under subsection (b)(4) and the check is presented for payment by a
person havng rights of aholderin duecourse the chimantis obliged
to (i) refund the pgment to the obligatedbark if the ched is paid, or
(ii) paytheamountof theched to theperson having rights of aholder
in duecourseif the checkis dishaored.

(d) If aclaimanthastherightto aset aclaim undersub®cton (b)
and isalsoa peasonertitledto enforcea cahier's check, teller's chedk,
or certified checlwhich is lost, degroyed,or stolen,the daimantmay
assert rights with respd to the teck eithe under this setion or
IC 26-1-3.1-309.

SECTION 9. IC 26-1-3.1-416 IS AMENDED TO READ AS
FOLLOWS[EFFECTIVE JULY 1,2010} Sec.416.(a) A person who
trandersan nsrumentfor consideration warransstothe rangereeand,
if the transfer is by endorsement, to any subsequent transferee that:

(1) the warrantor is a person entitled to enforce the instrument;
(2) all signatureson the instumentare authenic and auhorized;
(3) the nstumenthasnat bee aktered;

(4) the instrument is not subject to a defense or daim in
recaupment of any paty which can be aseated ajainst the
warranbr; &t

(5) the warrantor hasnoknowledge of anyinsdvencyprocealing
commencel with respecto the makeror accepor or, in the case
of anunaccepted draft, the drawer; and

(6) with respect to a remotely-created consumer item, the
person on whose account the item is drawn authorized the
issuance of the item in the amount for which the item is
drawn.

(b) A persontowhom thewarraniesundersubsection (a) are made
and who took the instrument in good faith may recover from the
warranibor asdamagesfor bread of warranty anamountequa to the
losssuffered asa resit of the lreach, but not nore than the anount of
theinstrunment plus exgenses and lossof interestincurred as arestt of
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the bead.

(c) Thewarantes stated in subsection (@) cannat be disdaimed
with respect to checks. Unlessnotice of a claim for breach of warranty
isgiven b the warantor within thirty (30) days after theclaimanthas
rea®n to know of the bead andthe denity of the warranibor, the
liability of the warantor undersubsestion (b) is discharged to the
extent of any loss caused by the delay in giving notice of the claim.

(d) A cause of adion for breach of warranty under this secion
acaueswhen the daimanthasrea®n to know of the bead.

SECTION 10. IC 26-1-3.1-417 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 2010} Sec. 417. (a) If an
unacepted daft ispresentd b thedrawee for paymentor acceptince
and he dawes pas or aaceps the daft (i) the person obtaining
paymentor aceptance atthe ime d presentment, and(ii) aprevious
transeror of the daft, atthe ime o trander, warrantto the dawee
making payment or accepting the draft in goad faith that:

(1) the warrantor is, or was atthe ime the warantor trandered
the draft, a person entitled to enforce the draft or authorized to
obtain payment or acceptance of the daft on behalf of a person
entitled to enforce the draft;

(2) the daft hasnat been atered; arl

(3) the warrantor hasno knowledge that the sgnature o the
drawer of the draft is unauthorized; and

(4) with respect to a remotely-created consumer item, the
person on whose account the item is drawn authorized the
issuance of the item in the amount for which the item is
drawn.

(b) A drawee making payment may recover from any warrantor
damagsfor bread of waranty equaltotheamountpaid bythe dawee
lesthe amountthedrawee ecaved oris enitled b receive from the
drawer because of the payment. In addition, the drawee is entitled to
compensaton for expengs andloss of intereq reaulting from the
breach. The right of the drawee to recover damages under this
subsectn is notaffected byany failure ofthe dawee to exercise
ordinary care in making payment. If the drawee accepts the draft,
bread of warranty isadefense to theobligation of the aceptor. If the
acceptor makes payment with respect to the draft, the acceptor is
enftled © recover from any warrantor for breadh of warranty the
amouns stated in this subgcion.

(c) If a drawee as<erts a claim for bready of warranty under
sub®cton (@) baed onan unathorized endorsementof the daft or an
alteration of the daft, the warantor may defend byproving thatthe
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endorsenert is effective under IC 26-1-3.1-404 or IC 26-1-3.1-405 or
the drawer is preduded under IC 26-1-3.1-406 or IC 26-1-4-406 from
aseting aganst the drawvee the unauthorized endorsenent or
alteration.

(d) If (i) a dshmored daft is presented for paymentto the dawe
or an endorser or (i) any other instrument is presented for payment to
a paty obliged b paythe nstument, and(iii) paymentisrecaved,the
following rules apply:

(1) The person dbtaining paymentanda piior tranderor of the
instrument warrant to the person making payment in goad faith
thatthe warrantr is, or was, atthe ime the wamrantr trandered
the instrument, a personertitled to enforce the irstrument or
authorized to oltain payment on behalf of a person entitled to
enforce the instrument.

(2) The pesonmaking payment mayrecover ffom any warrantor
for breat of warranty anamountequa to the anount pad plus
expengsandlossof interes reaulting from the bead.

(e) The warrantes stated in subsetions (a) and (d) cannat be
disdaimed with regectto checks. Unless noticeof a claim for bread
of warranty is given b the wamrantor within thirty (30) days after the
claimant hasrea®n to know of the bead andthe idenity of the
warrantor, the liability of the warrantor under subsection (b) or (d) is
dischamed b the extentof anylosscauseal bythe deayin givingnatice
of the claim.

(f) A cause of adion for breach of warranty under this setion
acaueswhen the daimanthasrea®n to know of the bead.

SECTION 11. IC 26-1-3.1-419 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 2010]: Sec. 419. (a) If an
instrument is issued br value gven for the banefit of a party to the
instument("acoommodatd paty") andanaherpaty to theinstrument
("accommodation party") signs theinstrunent for the purpose of
incurring liability on theinstrument without being adired bereficiary
of the value gven for the instrument, the instumentis signed bythe
accommodation party "for accommodation”.

(b) An accommodation party may sign theinstrunent as maker,
drawe, acepbr, or endosea and,subjectto subsetion (d), isobliged
to pay the instrument in the capacity in which the accommodation party
signs. The obligation of an acommmodaton paty may be enforced
notwithstandng any statute d frauds and wheher or not the
acoommodaton paty recavesconsideration for the a&scommodaton.

(c) A person dgning an instument is presumed © be an
acommodaton paty andthere isnaticethatthe instumentis signed
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for accommodation if the signature is an anomalous endorsement or is
accompanied by words indicating hat thesigne is ading as suety or
guaranor with respet to the dligation of andher paty to the
instument Exceptasprovided in IC 26-1-3.1-605,theobligation of an
acommodaton paty to paytheinstrumentis not affeced bythe fact
thattheperon enbrcingtheobligation hadnotice wherthe instument
was taken bythat person that the a&commodaton paty signed he
instumentfor accommodaton.

(d) If the signatre o apaitty to aninstumentis acammpanied by
words indicating unambiguously that the party is guaranteeing
collecion ratherthan pgmentof the dligation of anoherparty to the
instument, the dgner is obliged b pay the anount due on the
instrument to a person entitled to enforce the instrument only if:

(1) execufon of judgment aganst the dher paty has bee
returned unatisfied;

(2) the othe party isinsolvert orin aninsolvercy proceeading;
(3) the othe party cannot be seved with process; or

(4) itis otherwise aparent that payment camot be oltained from
the other party.

(e) If the signature of a party to an instrument isaccompanied
by words indicating that the party guarantees payment or the
signer signs the instrument as an accommodation party in some
other manner that doesnot unambiguously indicatean intentionto
guarantee collection rather than payment, the signer isobliged to
pay the amount due on the instrument to a person entitled to
enforce the instrument in the same circumstances as the
accommodated party would be obliged, without prior resort tothe
accommodated party by the person entitled to enforce the
instrument.

{e) (f) An accanmodaton paty whopaysthe nstumentisenttled
to reimbursement from the accommodated party and is entitled to
enforce the instrument against the accommodated party. In proper
circumstances, an accommodation party may obtain relief that
requirestheaccommodated party toperform itsobligationson the
instrument. Anaccommodatedparty whe that paysthe instumenthas
norightof recaurseagainst andisnot enitled b contribution from, an
accommodation party.

SECTION 12. IC 26-1-3.1-602 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 2010]: Sec. 602. (a) Subject to
subsection {b); (€), aninstumentispaid to the extentpaymentismade:

(1) by or on behdf of aparty obliged b paythe instument and
(2) to aperson entitled to enforce the instrument.
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(b) Subject to subsection (e),anoteispaid totheextent payment
is made by or on behalf of a party obliged to pay the note to a
person that formerly was entitled to enforcethenote only if at the
time of the payment the party obliged to pay has not received
adequate notification that the note has been transferred and that
payment isto bemadetothetransferee. A notification isadequate
only if it issigned by the transferor or the transferee, reasonably
identifies the transferred note, and provides an address at which
paymentssubsequently areto be made. Upon request, atransfer ee
shall seasonably furnish reasonable proof that the note has been
transferred. Unless the transferee complies with the request, a
payment to the person that formerly was entitled to enforce the
note is effective for purposes of subsection (c) even if the party
obliged to pay the note has received a notification under this
subsection.

(c) Subject to subsection (eg), to the extent of the a payment is
made under subsections (a) and (b), the obligation of the party
obliged to pay the instrument is discharged even though payment is
made with knowledge of a claim to the nstument under
IC 26-1-3.1-306 byandherpeson.

(d) Subject to subsection (e), atransferee, or any party that has
acquired rights in the instrument directly or indirectly from a
transferee, including any such party that hasrightsasa holder in
due course, is considered to have notice of any payment that is
made under subsection (b) after the date that the note is
transferred to the transferee but before the party obliged to pay
the note receives adequate notification of the transfer.

by (e) The oHligation of a party to pay the irstrument is not
dischamed unde subsetion subsections (a) through (d) if:

(1) aclaim to theinstrument under IC 26-1-3.1-306 is enforceable
against the party receiving payment and (i) payment is made with
knowledge by the myor that payment is prohibited by injunction
or similar processof a wurt of campetent jurisdiction, or (ii) in
the case of an instrument other than a cashier's check, teller's
che, or cetified dheck the paty making payment acceptd,
from the person having a claim to the instrument, indemnity
against loss resulting from refusd to pay the person entitled to
enforcethe irstrument; or

(2) the persa making payment knows hat he instument s a
stolen instument and pays a peson it knows is in wrongful
possesson of theinstrument.

(f) As used in this section, " signed", with respect to a record
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that is not a writing, includes the attachment to or logical
association with the record of an electronic symbol, sound, or
process with the present intent to adopt or accept therecord.

SECTION 13. IC 26-1-3.1-604 IS AMENDED TO READ AS
FOLLOWS [ERFECTIVE JULY 1, 2Q10]: Sec. 6@. (a) A person
enttledto erforcean instument, with or without consideration, may
discharge the obligation of a party to pay the instrument:

(1) by aninteniona voluntary ad, such & surenderof the
instrument to the party, destrudion, mutilation, or carcellation of
the nstrument cancelation or striking out of the paty'ssignature,
or the addition ofwordsto theinstrument indicating dscharge or
(2) byagreeingnotto sue orotherwise enourcing rights aginst
the party by a signed wititrg: record.

(b) Cancdlation or strking out of anendorsenent under sibsection
(a) does nat affectthe datus and ights of a party delived fom the
endorsement.

(c) As used in this section, "signed", with respect to a record
that is not a writing, includes the attachment to or logical
association with the record of an electronic symbol, sound, or
process with the present intent to adopt or accept the record.

SECTION 14. IC 26-1-3.1-605 IS AMENDED TO READ AS
FOLLOWS[EFFECTIVE JULY 1,2010} Sec 605.ta)tn thissectiom
i 1€ 26-=31414d)-

{b) bischarge; under 1€ 26-1-3-1-604; of the obligation of afarty to
pay aninstrdarert doesnot dschargethe obigation-ofan endorser-or
acommodaton paty kavig aright of recaurseagainstthe-tscharged
party-

fe) (a) If a personentitled to enforce aninstrument agrees with of
withott consderatiof, to anextersion -ofthe due dae of the-ebigation
of apaity to paythe fistument the extenson dischamgesanendase
of accommodation party having a right of recurse agairst the party
whose obligaton is exterded to the extert the endorser -or
acommodation party proves that the extension caused toss to the
efrdaser or accommodaton patty with repectto thetight of recadrse

tehy H a petsen entitted to enforee an tnstument agrees with or
withott consderatiorr, to a material wodification of the obigation-of
a party other than an extension -of the due tate, -be modifieation
discharges the obligation of an endorser of accommodation party
haviftg a right of retourse agarst the person whose obligation s
motlifted to theextert the modification causes toss-to-tle endorser-or
acommodation party with tespect to the right of recottse: The toss
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stffeted by the erdorser or accommodaton party as a rest of the
modifteaton is egtalto the amountof the fight of recarrseunies the
petsen enbreing the instument provesthat o tosswas cated bythe
modifteaton or thatthetosscauedby themodifrcaton wasanamount
tess than-te anount of the fight of recedrse
fe) f the-tbltgaton of apatty to payanimstumentis secured byan
tntetes v colateral anda peson enttled -b enforce the nstrument
tmpairs the walde o the interestin cotaterat; the -tigaten of an
efrdaser or acommodaton patty having aright of recearseagginstthe
obtigor 1s dischatged b the extent of the impairment The waloe o an
trterest in coltaterat is impaired to the extent:
(1) thewlae o the nteres is reducel to anamountessthan the
amotntof the fght of recaurse of the party aserting dischatge:
of
{2) the educton in value o theinteres cauesanmereas i the
amotmtby which the amotntof the right of recatrseexcealsthe
vatte of theinterest:
Fhe burdenof proving tmpairmentis on the paty aserting dischage:
() Hf the -bligaton of apaity s sectted byan nteres in cdtateral
ot provided by an accommodation party and a person entitted to
enforcethenstrumentimpairsthe-walue o the-nteres in catateral; the
obligaton of anypaty who s jotntty andsereralty table with repect
to the -ecued dligaton is dischargedto the etent the mpairment
catses the party as<sertifrg discharge to pay more than that party wottd
have been obtiged to pay; takifg tito accotnt rights o contribation; +f
tmpairment brad rot oceutred:. Hf the paty aseting dischafge is an
acommodaton paty ret erritted-b discharge tnde subsetion (e); the
patty ts consideted - hrawe aright to eontributron baed o1 joint and
severd Habitity rathe than a right-b retrburserrent: The burden of
provifg impairmentis on the paty aserting dischatge:
{g) Ynder subsection (e} of {f); impatring vaue of an interest A
coltateral inctudes:
1) faiture o obtain or maintain perfecton or recardaton of the
trterest in coltaterat:
2) refea® o coltateral without stbsitation of coltateral of egud
vatde;
{3) faiture o pefform a duty to presetve the value o cotateral
owed; thder 1€ 26-1-9-1 or oter taw; to a tebtor or surey or
other person seondarily trable: of
) fatture to comply with appticable taw in -dspesng of
cottateral
{hy An accommodationtarty s not disclarged under stbsection{ey,
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{d); or {e)utess-thepersonertitted to erforcethetrstrummert knowsof
the acommodaton or hasneotice undert€ 26-1=-3-1=419) that -he
tstrument was sigred-br accommodator:

iy A party is not discharged under this section -

(1) the paty asetting dischaige cansats o theeventor conduet
thet ts thebesis ofthe dscharge of
{2) the nstrumentor a sepatate agreementof the paty provides
for warvet of dischatge trde this section eitherspeificatty or by
stretyship of impairirent of coltaterat:
releases the obligation of a principal obligor in whole or in part,
and another party to the instrument is a secondary obligor with
respect to the obligation of that principal obligor, the following
rules apply:
(1) Any obligations of the principal obligor to the secondary
obligor with respect to any previous payment by the
secondary obligor are not affected. Unless the terms of the
release preserve the secondary obligor's recourse, the
principal obligor is discharged, to the extent of the release,
from any other duties to the secondary obligor under this
article.
(2) Unless the terms of the release provide that the person
entitled to enforcetheinstrument retainstheright to enforce
theinstrument against the secondary obligor, the secondary
obligor is discharged to the same extent as the principal
obligor from any unperformed part of its obligation on the
instrument. If theinstrument isa check and the obligation of
the secondary obligor is based on an endorsement of the
check, the secondary obligor isdischarged without regard to
the language or circumstances of the discharge or other
release.
(3) If the secondary obligor is not discharged under
subdivision (2), the secondary obligor is discharged to the
extent of the value of the consideration for therelease, and to
the extent that the release would otherwise cause the
secondary obligor aloss.

(b) If a person entitled to enforce an instrument grants a
principal obligor an extension of thetimeat which one (1) or more
payments are due on the instrument, and another party to the
instrument isa secondary obligor with respect to the obligation of
that principal obligor, the following rules apply:

(1) Any obligations of the principal obligor to the secondary
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obligor with respect to any previous payment by the
secondary obligor are not affected. Unless the terms of the
extension preserve the secondary obligor's recourse, the
extension correspondingly extendsthetime for performance
of any other duties owed to the secondary obligor by the
principal obligor under thisarticle.

(2) The secondary obligor isdischarged to the extent that the
extension would otherwise causethe secondary obligor aloss.
(3) Totheextent that the secondary obligor isnot discharged
under subdivision (2), the secondary obligor may perform its
obligationsto a person entitled to enforcetheinstrument asif
the time for payment had not been extended or, unless the
terms of the extension provide that the person entitled to
enforce the instrument retains the right to enforce the
instrument against the secondary obligor as if the time for
payment had not been extended, may treat the time for
performance of its obligations as having been extended
correspondingly.

(c) If aperson entitled to enfor ce an instrument agr ees, with or
without consideration, to a modification of the obligation of a
principal obligor other than a complete or partial release or an
extension of the due date, and another party totheinstrumentisa
secondary obligor with respect to the obligation of that principal
obligor, the following rules apply:

(1) Any obligations of the principal obligor to the secondary
obligor with respect to any previous payment by the
secondary obligor are not affected. The modification
correspondingly modifies any other duties owed to the
secondary obligor by the principal obligor under thisarticle.
(2) The secondary obligor is discharged from any
unperformed part of its obligation to the extent that the
modification would other wise cause the secondary obligor a
loss.

(3) Totheextent that the secondary obligor isnot discharged
under subdivision (2), the secondary obligor may satisfy its
obligation on the instrument as if the modification had not
occurred, or treat itsobligation on the instrument as having
been modified correspondingly.

(d) If the obligation of a principal obligor is secured by an
interest in collateral, another party to the instrument is a
secondary obligor with respect to that obligation, and a person
entitled to enforcetheinstrument impairsthevalue of theinter est
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in collateral, the obligation of the secondary obligor isdischarged
to the extent of the impairment. The value of an interest in
collateral is impaired to the extent the value of the interest is
reduced to an amount less than the amount of the recour se of the
secondary obligor, or thereduction in value of the interest causes
an increase in the amount by which the amount of the recourse
exceeds the value of the interest. For purposes of this subsection,
impairing the value of an interest in collateral includesfailureto
obtain or maintain perfection or recordation of the interest in
collateral, release of collater al without substitution of collateral of
equal value or equivalent reduction of the underlying obligation,
failureto perform aduty to preserve the value of collateral owed,
under IC 26-1-9.1 or other law, to a debtor or other person
secondarily liable, and failure to comply with applicable law in
disposing of or otherwise enforcing the interest in collateral.

(e) A secondary obligor is not discharged under subsection
(a)(3), (b), (c), or (d) unless the person entitled to enforce the
instrument knows that the person is a secondary obligor or has
noticeunder | C 26-1-3.1-419(c) that theinstrument wassigned for
accommodation.

(f) A secondary obligor is not discharged under this section if
the secondary obligor consentsto the event or conduct that isthe
basis of the dischar ge, or theinstrument or a separ ate agreement
of the party provides for waiver of discharge under this section
specifically or by general language indicating that parties waive
defenses based on suretyship or impairment of collateral. Unless
the circumstances indicate otherwise, consent by the principal
obligor to an act that would lead to a discharge under this section
constitutes consent to that act by the secondary obligor if the
secondary obligor controlsthe principal obligor or dealswith the
per son entitled to enfor cetheinstrument on behalf of theprincipal
obligor.

(g) A release or extension preserves a secondary obligor's
recourseif thetermsof therelease or extension provide that:

(1) the person entitled to enforce the instrument retains the
righttoenforcetheinstrument against the secondary obligor;
and

(2) the recourse of the secondary obligor continues as if the
release or extension had not been granted.

(h) Except as otherwise provided in subsection (i), a secondary
obligor asserting discharge under this section has the burden of
persuasion both with respect to the occurrence of the acts alleged
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to harm the secondary obligor and loss or prejudice caused by
those acts.

(i) Ifthesecondary obligor demonstr atespr ejudicecaused by an
impairment of its recourse, and the circumstances of the case
indicate that the amount of loss is not reasonably susceptible of
calculation or requires proof of factsthat are not ascertainable, it
is presumed that the act impairing recourse caused a loss or
impairment equal to the liability of the secondary obligor on the
instrument. Inthat event, the burden of persuasion asto any lesser
amount of the loss is on the person entitled to enforce the
instrument.

SECTION 15.I1C 2641-4-104,AS AMENDED BY PL.1432007,
SECTION 22,ISAMENDED TO READAS FOLLOWS[EFFECTIVE
JULY 1,2010]: Sec.104. (a) In IC 26-1-4,unlesghe contexotherwise
requires:

(1) "Account" means ary deposit or credt account with a bank,
including a cemand, time, savings, passbook, sharedraft, or like
account, other ttan an account evidenced by a ceatificate of
deposit.

(2) "Aftemoon" meansthe peiod of a day between noon and
midnight.

(3) "Banking day" means the part of a day on which a bank is
open b the pubic for carying on substntally all of itsbankng
functions, but does nat include Sturday, Sunday, or a legal
holiday.

(4) "Cleaiing hous€ meansan asciation of banks or other
payors regularly clearing items.

(5) "Custonmer" means a gersonhaving anaccount with abank or
for whom abankhasageedto cdlectitemsjncludingabankthat
maintains an account atanother bank.

(6) "Documertary draft" means a draft to be presented for
aceptance or payment if specfied da@umens, cetificated
securities (IC 26-1-8.1-102), or instuctions for uncetificated
securities (IC 26-1-8.1-102) or other certificates staements, or
the like are to bereceived by the dawee or other payor beore
acceptance or payment of thedraft.

(7) "Draft" meansa diaft (asdefined n IC 26-1-3.1-104) or an
item, other ttan aninstrument, that is anorde.

(8) "Drawee" means apersonordered in adraft to make payment.
(9) "Good faith" means honesty in fact in the conduct or
transaction concer ned.

(10) "Item" meansan instument or a promise or orderto pay
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money handled by a bark for collection or payment. The term
doesnot indude apayment order governed by IC 26-1-4.1 or a
credit or debt card dip.
26y (11) "Midnight dealline" with repectto abankis midnight
on its next barking day following the bankng day on which it
receivesthe relevant item or notice or fom which the time for
taking action commences torun, whichever is later.
1y (12) "Setle" means topay in cash,by clearing-house
setlementin achage a credit, or by remittance or othemwiseas
instructed. A setlement may be either provisional or final.
12y (13) "Sugpendspayments” with repectto abankmeanghat
it has been closed by order of the supervisory authorities, that a
public officerhasbeen appanted b take it over, ortha it ceases
or refuses ® make pgmentsin the adinarycours ofbusiness.
(b) Otherdefinitions appyingtoIC 26-1-4 andthe £ctonsin which
theyappar are:
"Agreementfor electronic preeniment'. IC 26-1-4-110.
"Bank'. IC 26-1-4-105.
"Collecing banK'. IC 26-1-4-105.
"Depostary bank'. IC 26-1-4-105.
"Intermediary banK'. IC 26-1-4-105.
"Payor bank'. IC 26-1-4-105.
"Presening bank'. IC 26-1-4-105.
"Prenimentnatice”. IC 26-1-4-110.
(c) "Control" as provided n IC 26-1-7-106 and the following
definitionsin IC 26--3.1 appy to IC 26-1-4;
"Acceptincé. IC 26-1-3.1-409.
"Alteration". IC 26-1-3.1-407.
"Cadiersched". IC 26-1-3.1-104.
"Cettificate o depait”. IC 26-1-3.1-104.
"Cettified dhecK'. IC 26-1-3.1-409.
"ChecK. IC 2641-3.1-104.
"Holderin duecoursé€'. IC 26-1-3.1-302.
"Instument'. IC 26-1-3.1-104.
"Noticeof dishaor". IC 26-1-3.1-503.
"Orde™. IC 26-1-3.1-103.
"Ordinaly care". IC 26-1-3.1-103.
"Peason enttled b enforce”. IC 26-1-3.1-301.
"Presniment’. IC 26-1-3.1-501.
"Promisé€'. IC 26-1-3.1-103.
"Prove". IC 26-1-3.1-103.
"Record". IC 26-1-1-201(33b).
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"Remotely-created consumer item" . |C 26-1-3.1-103.
"Tellersched". IC 26-1-3.1-104.
"Unautorized sgnature”. IC 26-1-3.1-403.

(d) In addtion, IC 26-1-1 containsgenerl definitionsand pinciples
of constuction andinterpretation applcabk throughout IC 26-1-4.

SECTION 16. IC 26-1-4-207 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 2010]: Sec. 2@. (a) A customer or
collecingbankthattrandersan tem and ecavesasdtlementor other
consideration warants to the tranderee and b any subseuent
collecting bank that:

(1) the warrantor is a person entitled to enforce the item;

(2) all signatureson the tem ae authenic and auhorized;

(3) the tem hasot bee atered;

(4) the tem is not swbject to adefens a claim in recaupment
(IC 2641-3.1-305(@@)) of anypatty thatcan beasseted ajainstthe
warranbr; atrd

(5) the warrantor hasnoknowledge o anyinsdvencyprocealing
commencel with respecto the makeror accepor or, in the case
of anunaccepted draft, the drawer; and

(6) with respect to a remotely-created consumer item, the
person on whose account the item is drawn authorized the
issuance of the item in the amount for which the item is
drawn.

(b) If an item is dishaored, a cusomer or cdlecing bank
transferring theitem and receiving settlement or other consideration is
obliged to pay the amount due on the item:

(1) according to the terms of the item at the time it was
transferred; or
(2) if the transfer was df an incomplete item, according to its
terms when completed & stated n IC 26-1-3.1-115 and
IC 26-1-3.1-407.
The dligation of atranderor is owed to the randereeand b any
subsequent collecting bank that takes the item in good faith. A
tranderor cannot disdaim its obligation underthis subsgcion by an
endorsemnent gating that it is made "without recourse”or otherwise
disclaiming liability.

(c) A persan to whom the warraniesundersubsetion (a) are made
and whotook the item in good faith mayrecoverfrom thewarantor as
damagsfor breah ofwarranty anamountequa to the losssuffered &
a realt of the bead, butnat more than he anount of the tem plus
expengsandlossof intered incured & a reault of the bead.

(d) The warantesstated in subscion (a) cannd be dsdaimed
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with respect to checks. Unlessnotice of aclaim for breach of warranty
isgiven b the warantor within thirty (30) days afterthe daimanthas
rea®n to know of the bead ard theidenity of the warantbr, the
warrantor is discharged to the extent of any losscaused by the delay in
giving notice of the claim.

(e) A cause of adion for breach of warranty under this setion
acaueswhen the daimanthasrea®n to know of the bead.

SECTION 17. IC 26-1-4-208 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 2010} Sec. 208. (a) If an
unacepted daft ispresentedto the dawee for paymentor acceptince
and he dawee pgs or aceps the drat, (i) the peson obtaining
paymentor accepance atthetime ofpreentment and(ii) a pevious
tranderor of the daft, atthe imeof trander, waranttothedrawee that
pays o accepts the draft in goad faith that:

(1) the warrantr is,or was atthe ime the warantr trandemred
the draft, a person entitled to enforce the draft or authorized to
obtain payment or acceptance of the draft on behalf of a person
entitled to enforce the draft;

(2) the daft hasnat been atered; arl

(3) the warantor hasno knowledge that the sgnature o the
purported drawer of the draft is unauthorized; and

(4) with respect to a remotely-created consumer item, the
person on whose account the item is drawn authorized the
issuance of the item in the amount for which the item is
drawn.

(b) A drawee making payment may recove from a warantor
damagsfor bread of warranty equaltotheamountpaid bythe dawee
les the anountthe daweerecavedor is enftled b recave from the
drawer because of the payment. In addition, the drawee is entitled to
compenstion for expen®s andloss of interest ealting from the
breach. The right of the drawee to recover damages under this
subsectn is notaffected byany failure ofthe dawee b exercise
ordinary care in making payment. If the drawee accepts the draft:

(1) breath of warranty is a ddene b the dligation of the
aceepbr; and

(2) if the aceptor makes payment with regectto the daft, the
acceptor is ertitled to recover fom a warantor for breach of
warranty the anounts stated in this subscton.

(c) If a drawee asssrnts a daim for breah of warranty under
sub®cton (a) basedn anunauhorized endarsementof the daft or an
alteration of the daft, the waranbor maydefend byproving thatthe
endorsenernt is effective under IC 26-1-3.1-404 or IC 26-1-3.1-405 or
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the drawer is preduded under IC 26-1-3.1-406 or IC 26-1-4-406 from
asseting aganst the drawee the unauthorized endorsenent or
alteration.

(d) If:

(1) a dshororeddréft is presented for payment to the drawer or

anendorser; or

(2) any other item is presented for payment to aparty obliged to

pay the item;
and the itemis paid, the person obtaining payment and a pior
transferor of the itemwarrant to the rsonmaking payment in good
faith thatthe warantr is, or was,atthe ime the wamrantor trandered
the item, a person entitled to enforce the item or authorized to oktain
payment onbehalf of a personentitledto enforcethe item The person
making payment may recover from arny warrantor for breach of
warranty anamount equal totheamount paidplus expenses ard loss of
intereg reaulting from the bead.

(e) The warrantes stated in ubsetions (a) and ) canna be
disdaimed with regpectto checks. Unless noticeof a daim for bread
of warranty is given to tke warrantor within thirty (30) days after the
claimant hasrea®n to know of the bead and the idenity of the
warrantbr, the warrantr is dischaged b theextentof anylosscausel
by the delay in giving notice of the claim.

(f) A cause of adion for breach of warranty under this setion
acaueswhen the daimanthasrea®n to know of the bead.

SECTION 18. IC 26-1-4-212 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 2010]: Sec. 212 (a) Unless
otherwiseinstructed, a collecting bank may present an item not payable
by, through, or at a bank by sending to the party to accept or pay a
witten record providing notice that thebank holds the item for
aceptanceor payment Thenoticemustbesentin time to bereceved
on or before the dy when presentmentisdue and the bank mustmeet
anyrequrementof the paty to accepborpayunder C 26-1-3.1-501 by
the dose of the bank's next bankng day after it knows of the
reguirement.

(b) If presentment is made by noticeand payment, acceptance, or
requed for compliancewith a reqiirement under IC 26-1-3.1-501 isnot
recaved bythe doseof busnes on the dg after matuiity or, in the
cagof demandtems bythecloseof busneson the hird bankngday
after natice was sent the pesnting bank may trea the item as
dishororedand chargeany drawer or erdorser bysending it notice of
the facts

SECTION 19. IC 26-1-4-301 IS AMENDED TO READ AS
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FOLLOWSI[EFFECTIVE JULY 1, 2010]: Sec. 3% 301. (a) If a payor
bank settles for a demand item other than a documentary draft
preentd dhewise than br immediate payment over the couwnter
before midnight of the banking day of recept, the paor bank may
revoke the ®ttlementandrecoverthesdtlementf, before it hasmade
final payment and before its midnight deadline, it:

(1) returrs theitem; or

(2) returns an image of the item, if the party to which the

return is made has entered into an agreement to accept an

image as a return of the item and the image isreturned in

accordance with that agreement; or

2y (3) sendswiitten a record providing notice of dishonor or

nonpaymentif the tem is unawilable for return.

(b) If a demand item is received by a payor bank for credit on its
books, it may return the tem or send naice of dishanor and may
revoke any credit given or recover the amount thereof withdrawn by its
customer, if it acts within the time limit and in the manner specified in
subsection (a).

(c) Unlessprevious notice of dishonorhasbeensent,an item is
dishororedat the time when for purposes of dishoror it is retuned or
noticesent in acordancewith this section.

(d) An item isreturned:

(1) as to an item received through a clearing-house, when it is
delivered b the pesntng or lag cdlecing bank or to the
clearng-house oissentordelivered in accordane with its rules;
or

(2) in al other cases, when it is sent or delivered to the bank's
custamer a transerar or pursuanmto instructions.

SECTION 20. IC 26-1-4-403 IS AMENDED TO READ AS
FOLLOWS [ERFECTIVE JULY 1, 2010]: Sec. 4@. (a) Acustonmer or
anyperson authorizedto drawon the a&cauntif there ismore than me
(1) person may stop payment of any item drawn on the customer's
acount or closethe acount by anorderto the bank degribing the
item oraccount with rea®nablk certainty recaved a atime and in a
manner that affords the bank a reasonable opportunity to act on it
before any action by the bank with respect to the item described in
IC 26-1-4-303.If the sgnature d more than ong1) per®n isrequred
to draw on an accounany of thesepersons ray stop payment a close
the account.

(b) A stop-payment order is dfective for six (6) months, kut it
lapesatfter fourteen(14) cdendardays if the oiginal orderwas oral
and was ot confirmed in writing a record within that period. A
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stop-payment order may be renewed for additional six (6) month
periods by a-witing record given b the bank within aperiod duiing
which the gop-paymentorderis effective.

(c) Theburden d edablishingthefactandamountof lossreaulting
from the pgymentof an tem cotrary to astop-paymentorderor order
to closeanacountis on the customer Thelossfrom paymentof an
item cortrary to a stoppayment order may include damages for
dishaor of subseuentitems undetC 26-1-4-402.
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President ProTempore

Speaker of the Hauseof Repesntatives
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