SENATE BILL REPORT
SB 6092
AS PASSED SENATE, FEBRUARY 10, 1994

Brief Description: Revising the statute of limitations for
negotiable instruments.

SPONSORS:Senators A. Smith and Nelson
SENATE COMMITTEE ON LAW & JUSTICE

Majority Report: Do pass.
Signed by Senators A. Smith, Chairman; Ludwig, Vice
Chairman; Hargrove, Nelson, Quigley, Roach, Schow and Spanel.

Staff: Jon Carlson (786-7459)
Hearing Dates: January 25, 1994; February 2, 1994

BACKGROUND:

Article 3 of the state Uniform Commercial Code (UCC) contains
the provisions governing negotiable instruments. In general
terms, a negotiable instrument is an unconditional promise or
order to pay a fixed amount of money, such as a promissory
note or a personal check, with or without interest or other
charges.

Prior to 1993, Article 3 of the state UCC did not contain a
specific statute of limitations, so the state limitation of
actions statute was relied upon to determine statutory periods
with regard to negotiable instruments. This provides that an
action on a contract in writing, or liability express or
implied arising out of a written agreement, must be commenced
within six years.

In the last few years, the National Conference of
Commissioners on Uniform State Laws completed revisions to the
UCC Articles, and its recommendations were adopted by
Washington in 1993. Among the changes incorporated into the
state UCC was a statute of limitations for negotiable
instruments. For example, legal action to enforce the
obligation of a party to pay a note payable at a definite time

must begin within six years after the due date. Similarly,
enforcement of an obligation to pay a certificate of deposit

must begin within six years after demand for payment is made.

However, an action to enforce the obligation of a party to pay

an unaccepted draft, such as a personal check, must be
commenced within three years after dishonor of the draft or
ten years after the date of the draft, whichever period
expires first.
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It is suggested the statute of limitations for unaccepted
drafts be extended to allow for a longer period within which
to bring an enforcement action.

SUMMARY:

The statute of limitations for enforcing the obligation of a
party to pay an unaccepted draft is extended to six years
after the dishonor of the draft or ten years after the date of
the draft, whichever period expires first.

Appropriation: none

Revenue: none

Fiscal Note: none requested

Effective Date: July 1, 1994

TESTIMONY FOR:
Extending the statute of limitations for bringing an action
with regard to dishonored checks will assist collection
agencies and their clients.

TESTIMONY AGAINST: None

TESTIFIED: PRO: Mark Gjurasic, Pat Mitchell, Nancy Swaffield,
Washington Collectors Association
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