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H" n k C<11leetlon 
Act of Hl31. · 

LAWS OF PENNSYLVANIA, 

No. 198 

AN ACT 

To expedite and simplify the collection and payment by banks 
of checks and other instruments for the payment of money. 

Section 1. Be it enacted, &c., That: Definitions.­
The word "bank," when used in this act, shall include 
any person, copartnership, association, or corporation 
engaged in the business of receiving and paying de­
posits of money within this Commonwealth. A branch 
or office of any such bank shall be deemed a bank for 
the purpose of this act. 

The word '' ftem,'' when used in this act, :means any 
check, note, or other instrument providing for the_ pay­
ment of money. 

Section 2. Bank Is Agent for Collection.-Except 
as otherwise provided by agreement and except as to 
subseqpent holders of a negotiable instrument payable 
to bearer or indorsed specially or in blank, where an 
item is deposited or received for collection, the bank of 
deposit shall be agent of the depositor for its collection 
and each subsequent collecting bank shall be subagent 
of the depositor but shall be authorized to follow the 
instructions of its immediate forwarding bank, and any 
credit given by any such agent or subagent bank 
therefor shall be revocable until such time as the pro­
ceeds are received in actual money or an unconditional 
credit given on the books of another bank, which such 
agent has requested or accepted .. Where any such bank 
allows any revocable credit for an item to be with­
drawn, such agency relation shall, nevertheless, con­
tinue, except the bank shall have all the rights of an 
owner thereof against prior and subsequent parties to 
the extent of the amount withdrawn. 

Section 3. Item on Same Bank.-A credit given by 
a bank for an item drawn on or payable at such bank 
shall be provisional, subject to revocation at or before 
the end of the day on which the item is deposited in 
the event the item is found not payable for any reason. 
Whenever a credit is given for an item deposited after 
banking hours, such right of revocation may be e~er­
cised during the following business day. 

Section 4. Legal Effect of Indorsements.-An in· 
dorsement of an item by the payee or other depositor 
''for deposit'' shall be deemed a restrictive indorse­
ment and indicate that the indorsee bank is an agent 
for collection and not owner of the item. 

An indorsement "pay any bank or banker," or hav­
ing equivalent words, shall be deemed a. restrictive in­
dorsement and shall indicate the creation of an agency 
relation in any subsequent bank to whom the paper 
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is forwarded unless coupled with words indicating the 
creation of a trustee relationship; and such indorse­
ment or other restrictive indorsement, whether creating 
an agency or trustee relationship, shall constitute a 
guaranty-by the indorser to all subsequent holders and 
to the drawee or payor of the genuineness of and the 
authority to make prior indorsements, and also to save 
the drawee or payor harmless in the event any prior 
indorsement appearing thereon is defective or irregular 
in any respect, unless such indorsement is coupled with 
appropriate words disclaiming such liability as 
guarantor. 

Where a deposited item is payable to bearer or in· 
dorsed by the depositor in blank or by special indorse­
ment, the fact that such item is so payable or indorsed 
shall not change the relation of agent of the bank of 
deposit to the depositor, but subsequent holders shall 
have the right to rely on the presumption that the bank 
of deposit is the owner of the item. The indorsement 
of an item by the bank of deposit, or by any subsequent 
holder in blank, or by special indorsement, or its de­
livery when payable to bearer, shall carry the presump­
tion that the indorsee or transferee is owner, provided 
there is nothing upon the face of the paper or in any 
prior indorsement to indicate an agency or trustee rela­
tion of any prior party. But where an item is deposited 
or is received for collection indorsed specially or in 
blank, the bank may convert such an indorsement into a 
restrictive indorsement by writing over the signature 
of the indorser the words "for deposit" or "for col­
lection,'' or other restrictive words, to negative the 
presumption that such bank or deposit or indorsee bank 
is owner; and in the case of an item deposited or re­
ceived for collection payable to bearer, may negative 
such presumption by indorsing thereon the words ''re­
ceived for deposit" or "received for collection" or 
words of like import. 

Section 5. Duty and Responsibility of Bank Collect­
ing Agents.-It shall be the duty of the initial or any 
subsequent agent collecting bank to exercise ordinary 
care in the collection of an item, and when such duty is 
performed such agent bank shall not be responsible if, 
for any cause, payment is not received in money or an 
unconditional credit given on the books of another bank, 
which such agent bank has requested or accepted. An 
initial or subsequent agent collecting bank shall be 
liable for its own lack of exercise of ordinary care but 
shall not be liable for the neglect, misconduct, mis­
takes, or defaults of any other agent bank or of the 
drawee or payor bank. 

Section 6. Rules of Ordinary Care in Forwarding 
and Presentment.-(a) Where an item is received on 
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deposit or by a subsequent agent bank for collection, 
payable in another city, borough, incorporated town or 
townshin. it shall be deemed the exercise of ordinarv 
care to forward such item by mail, not later than the 
business day next following its receipt, either (1) direct 
to the drawee or payor in the event such drawee or 
payor is a bank, or (2) to another bank collecting agent 
according to the usual banking custom, either located 
in the city, borough, incorporated town or township 
where the item is payable or in another city, borough, 
incorporated town or township. " 

(b) Where an item is received on deposit or by a 
subsequent agent bank for collection, payable by or at 
another bank in the same city, borou.gh, incorporated 
town or township in which such agent bank is located, 
it shall be deemed the exercise of ordinary care to pre­
sent the item for payment at any time, not later than 
the next business day following the day, on which the 
item is received, either (1) at the counter of the drawee 
or payor by agent or messenger, or (~~) through the 
local clearing house under the regular established pro­
cedure, or according to the usual hanking custom where 
the collecting or payor bank is located in an outlying 
district. 

( c) The designation of the abG•Ve methods shall not 
exclude any other method of forwarding or presentment 
which under existing rules of law would constitute ordi­
nary care. 

Section 7. Items Received Through the Mail.­
Where the item is received by mail by a solvent drawee 
or payor bank, it shall be deemed paid when the amount 
is finally charged to the account of the maker or drawer. 

Section 8. Items Lost in Tran~it.-Where an agent 
bank forwards an item for collection, it shall not be 
responsible for its loss or destruction in trnnsit or, when 
in the possession of others, for its inability to repossess 
itself thereof, provided there has been no lack of ordi­
nary care on its part. 

Section 9. Medium of Payment.-Where ordinary 
care is exercised, any agent collecting bank may receive 
in payment of an item without becoming responsib.le as 
debtor therefor, whether presented by mail, through the 
clearing house, or over the counter of the drawee or 
payor, in lieu of money, either (1) the check or draft of 
the drawee or payor upon another bank, or (2) the 
check or draft of any other bank upon any bank other 
than the drawee or payor of the item, or (3) such 
method of settlement as many be customary in a local 
clearing house or between clearing banks or otherwise : 
Provided, That whenever such agent collecting bank 
shall request or accept in payment an unconditional 
credit which has been given to it on the books of the 
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drawee or payor or on the books of any other bank, 
such agent collecting bank shall become debtor for such 
item and shall be responsible therefor as if the pro­
ceeds were actually received by it in money. 

Section 10. Medium of Remittance.-Whf:re ordi­
nary care is exercised, any agent collecting bank may 
receive from any subsequent bank in the chain of col­
lection in remittance for an item which has been paid, 
in lieu of money, the check or draft of the remitting 
bank upon any bank other than itself or the drawee or 
payor of the item or such other method of settlement 
as may be customary: Provided, That whenever such 
agent collecting bank shall request or accept an uncon­
ditional credit which has been given to it on the books 
of the remitting bank or on the books of any other 
bank, such agent collecting bank shall become debtor 
for such item and shall be responsible therefor as if 
the proceeds were actually received by it in money. 

Section 11. Election to Treat as Dishonored Items 
Presented by Mail.-Where an item is duly presented 
by mail to the drawee or payor, whether or not the 
same has been charged to the account of the maker or 
drawer thereof or returned to such maker or drawer, 
the agent collecting bank so presenting may, at its 
election, exercised with reasonable diligence, treat such 
item as dishonored by nonpayment and recourse may 
be had upon prior parties thereto in any of the fol­
lowing cases : 

(a) Where the check or draft of the drawee or pay­
or bank upon another bank, received in payment there­
for, shall not be paid in due course; 

(b) Where the drawee or payor bank shall, without 
request or authority, tender as payment its own check 
or draft upon itself or other instrument upon which it 
is primarily liable; 

(c) Where the drawee or payor bank shall give an 
unrequested or unauthorized credit therefor on its books 
or the books of another bank; or 

( d) Where the drawee or pay or shall retain such 
item without remitting therefor on the day of receipt or 
on the day of maturity if payable otherwise than on 
demand and received by it prior to or on such day of 
maturity. 

Provided, however, That in any case where the drawee 
or payor bank shall return any such item unpaid not 
later than the day of receipt or of maturity, as afore­
said, in the exercise of its right to make payment only 
at its own counter, such item cannot be treated as dis­
honored by nonpayment and the delay caused thereby 
shall not relieve prior parties from liability. 

Provided further, That no agent collecting bank shall 
be liable to the owner of an item where, in the exer-
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cise of ordinary care in the interest of such owner, it 
makes or does not make the election above provided or 
takes such steps as it may deem necessary in cases (b), 
(c), and (d) above. 

Section ·12. Notice of Dishonor of Items Presented 
by Mail.-In case of the dishonor of an item duly pre­
sented by mail as provided for in the next preceding 
section, notice of dishonor of such item to prior parties 
shall be sufficient if given with reasonable diligence 
after such dishonor; and, further, in the event of failure 
to obtain the return of any such item, notice of dishonor 
may be given upon a copy or written particulars there­
of, and delay in giving notice of dishonor caused by 
an attempt, with reasonable diligence, to obtain return 
of such item shall be excused. 

Section 13. Insolvency and Preferences.--(a) When 
the drawee or payor, or any other agent collecting bank, 
shall fail or be closed for business by the Secretary of 
Banking, or by action of the board of directors, or by 
other proper legal action, after an item shall be mailed 
or otherwise entrusted to it for collection or payment 
but before the actual collection or payment thereof, 
it shall be the duty of the receiver or other official in 
charge of its assets to return such item, if same is in 
his possession, to the forwarding or presenting bank 
with reasonable diligence. 

(b) Except in cases where an item or items are 
treated as dishonored by nonpayment as provided in 
section eleven, when a drawee or payor bank has pre­
sented to it for payment an item or items drawn upon 
or payable by or at such bank and at the time has on 
deposit to the credit of the maker or drawer an amount 
equal to such item or items, and such drawee or payor 
iilhall fail or close for business as above, after having 
charged such item or items to the account of the maker 
or drawer thereof or otherwise discharged his liability 
thereon, but without such item or items having been 
paid or settled for by the drawee or payor either in 
money or by an unconditional credit given on its books 
or on the books of any other bank, which has been re­
quested or accepted so as to constitute such drawee 
or payor or other bank debtor therefor, the assets of 
such drawee or payor shall be impressed with a trust 
in favor of the owner or owners of such item or items 
for the amount thereof, or for the balance payable upon 
a number of items which have been exchanged, and such 
owner or owners shall be entitled to a preferred claim 
upon such assets, irrespective of whether the fund rep­
resenting such item or items can be traced and identi­
fied as part of such assets or has been intermingled with 
or converted into other assets of such failed bank. . 

(c) Where an agent collecting bank, other than the 
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drawee or payor, shall fail or be closed for business as 
above,· after having received in any form the proceeds 
of an item or items entrusted to it for collection, but 
without such item or items having been paid or re­
mitted for by it either in money or by an unconditional 
credit given on its books or on the books of any other 
bank, which has been requested or accepted so as to 
constitute such failed collecting or other bank debtor 
therefor, the assets of such agent collecting bank which 
has failed or been closed for business as ·above shall be 
impressed with a trust in favor of the owner or owners 
of such item or items for the amount of such proceeds, 
sind such owner or owners shall be entitled to a nre­
ferred claim upon such assets, irrespective of whether 
the fund representing such item or items can be traced 
and identified as part of such assets or has been inter­
mingled with or converted into other assets of such 
failed bank. 

Section If Act not Retroactive.-The provisions of 
this act shall not apply to transactions taking place 
prior to the time when it takes effect. 

Section 15. Cases not Provided for in Act.-In any 
case not provided for in this act, the rules of law and 
equity, including the law merchant and those rules of 
law and equity relating to trusts, agency, negotiable 
instruments and banking, shall continue to apply. 

Section 16. Uniformity of Interpretation.-This act 
shall be so interpreted and construed as to effectuate 
its general purpose to make uniform the law of those 
states which enact it. 

Section 17. Short Title.-This act may be cited as 
the "Bank Collection Act of 1931." 

Section 18. Repeal.-All acts or parts of acts incon­
sisten't herewith are hereby repealed. 

APPROVED-The 12th day of June, A. D. 1931. 

GIFFORD PINCHOT 
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