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‘. ..the holder in due course is, always and everywhere, a com-
mercial privilege. It attaches to commercial property and to
transactions between merchants. But from the consumer’s point
of view the transaction is not mercantile for the goods are no
longer in commerce, they have come to rest and become mere
possessions.”’ 45
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SO TV MR B marnb 1IrEY MYIERT R MM T MU 12097 PR paven
N O3V — RPUDN PR ) SRV NYYT OV AWON S T ymoe sbby
MWD TMX U2 YT B nyrmxn Dk nbYYr (Yo BNBn TN Yndni NN
D wavab wan® pees T bere kD mbvan mateaw oM
IO 23 K5D N0 DR KT L7 2.403 Y0 DNBT TIN RYUTY AN NN oY
anxb IR RIS T TT OX X U2 ORIM DY YT OIORD RNTT D vpd
_ ST TRIRT oY DX vk b oy yheln
N U.GC.Co RIER i 1008 1ab abn on oTsim 192 mwana bw mpna
ST DoTiph MBI 1UED PTRR T ynRA v om v by nwxan v oerNa
NMBY NAoR Y aYeIn apobpanT ShIn et A puR DIAInad oMo 03
JM3p Pn Tomb

Uniform Consumer Credit Code, Official Text of the National Conference :nX7 86
of Commissioners on Uniform State Laws, 1969, Commerce Clearing House,
TR LTV MITT @R T 09T PR 1972 TR s 7y JInc. Chicago, Illinois
.Hartmann & Walker, op, cit., f.n. 22, p. 120, f.n. 56

PR MDY 2.403 Y0 P MO YW AT DN 87

“2403. In a consumer credit sale or consumer lcase, other than a sale or a

lease primarily for an agricultural purpose, the seller or lessor may not take

a negotiable instrument other than a check as evidence of the obligation of the

buyer or lessee. A holder is not in good faith if he takes a negotiable instru-

ment with notice that it is issued in violation of this section, A holder in due

course is not subject to the labilities sct forth in the provisions on the effect

of violations on rights of parties (Section 5.202) and the provisions on civil

.actions by administrator (Section 6.113)"

JU.C.C.C.7% 5202 7°¥D

JU.CC.C™Y 6.113 oy

A. L. Colvis, Consumer :Murphy = Bailey D mbmi 172 npivinn nR aNn 01 i

Protection Symposium Foreword 29 (1968) Qhio St. L.J. 593, 594-585

JU.C.C.C (Comments), op. cit, f.n. 86, p. 330 :nxy 91
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T MWK N DY 2,404 AITD XN JINAT TAD AT man
masm mynan 59% omT Sw anman nnn Avsae RIER hpowd oma (x)
ooy Tan £oon %0 AR by onxn oo mvawn Wowa Tan mpn
AT T MR DRYYA nea Y ynann ooon Sy nbvn 85 anma nian
Saba nep T Yro7ama mbeat o gnel moave w-by mpn
MU MIPANT DR IIRD ST Nt Y1 0NN RYWR Npowd o L1 (3)
BY MR AMHIT PR RINI DR IR NI T Durw mbyab sbw
vt o brooy Ay 2 oona nmm DR U X 82 amn
DTTR ST TN BN PY DD MO 23t eravnb axmmnn by
P 0BIN INMIT £O0A LTMENIN W PRI by b napn v 1b
Srat greming pebe T pvRT Nuveh onva
R B B nenim ndnd 12 pevon BMant R anman 0ve 2
J2b DN nx mbHw Womd oma
AYY ANAT RIT 1P DII0AR M 0T ED by an amman PR ohb 3
TTONTED Y MMt T nuvn mbwrd pr pbwhy mived Dby
B a0 b T )0

JUCC.CY 1,301(14) 50 vt — “persen related to” mawma noTan® 52

N = RN 1IPY LNIIEST DR BTINIDA A31P7 R0 DYYIdn nvnh T vy o3
J.C.C.C.75 3.40671 2,412 DPD'R0 1%

TTPMT 2.404 AUED YT WMSN LTS YW ORTTIUST UINNT W £an a3 9
“Alternative A: Sec. 2.404. With respect to a consumer credit sale or consumer
lease, other than a sale or lease primarily for an agricultural purpose, an assignee
of the rights of the scller or lessor is subject to all claims and defenscs of the
buyer or lessee against the seiler or lessor arising out of the sale or lease
notwithstanding an agreement to the contrary, but the assignee’s liability under
this section may not exceed the amount owing to the assignee at the time the
claim or defense is asserted against the assignee, Rights of the buyer or lessce
under this section can only be asserted as a matter of defense to or set off
against a elaim by the assignee
Alternative B: Sec. 2.404. (1) With respect to a consumer credit sale or consu-
mer lease, other than a sale or lease primarily for an agricultural purpose, an
agreement by the buyer or [essee not to assert against an assignee a claim
or defense arising out of the sale or lease is enforceable only by an assignee
not related to the seller or lessor who acquires the buyer's or lessee’s contract
in good faith and for value, who gives the buyer or lessce notice of the
assignment as provided in this section and who, within 3 months after the
mailing of the notice of assignment, receives no written notice of the facts
giving rise to the buyer's or lessee’s claim or defense. This agreement is
cnforceable only with respect to claims or defenses which have arisen before
the end of the 3-month period after notice was mailed. The notice of assign-
ment shall be in writing and addressed to the buyer or lessee at his address
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PATIT NPT b MR Rt pRe by poen bw nmmaza antn by
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aamenn by nyTmn mvran oomin gt 0 1 1Tee DTS nrnwne
ST e e i &S Ry avnd

e W AMET Yy Aer bwoampna 251 on DR nbbwrn AR Maven
ek opb 2T N nvaph Doamwpn IR AYYHN RN A0mn
L3 thh Rt

Mapya U.C.C.CmY 2404 7opb sTazh 1wk nobn 231 v v
m:ven nRPraS IDPNT DR SN KOOI I7IIR DIDTIHS 0083 My Mppn
TROCIN I TR oSreRn v Ton mn Dpbnan Dnvp D1e0a L8 mnT Bbs
P2 790 P92 Kb oo TwR IR TUR NGxoD 9avm bya o by pdnb
b YRRy DR e T ST ontbwnn Meneet K98 IR LWweR T
RN CTAYRI NI ADMAIN 0N DY ompn Xy Iw W Aeman S

ST
&Y nvmon nb2a7 by xipox mivesen urayd ULC.C.CeR B vnixnT Dibon

as stated in the contract, identify the contract, describe the goods or services,
state the names of the seller or lessor and buyer or lessee, the name and ad-
dress of the assignee, the amount payable by the buyer or lessee and the
number, amounts and due dates of the installments, and contain a conspicuous
nctice to the buyer or lessee that he has 3-months within which to notify the
assignee in writing of any complaints, claims or defenses he may have against
the seller or lessor and that if written notification of the complaints, claims
or defenses is not received by the assignee within the 3-month peried, the
assignee will have the right to enforce the contract free of any claims or de-
fenses the buyer or lessce may have against the seller or lessor which have arisen
before the end of the 3-month period after notice was mailed
{2) An assignee does mot acquire a buyer’s or lessee’s contract in good faith
within the meaning of subsection (1} if the assighee has knowledge or from
his course of dealing with the scller or lessor or his records, notice of substan-
tial complaints by other buvers or lessees of the seller’s or lessor's failure or
refusal to perform his contracts with them and of the seller’s or lessor’s
failure to remedy his defaults within a reasonable time after the assighee noti-
fies him of the complaints
(3) To the extent that under this section an assignee is subject to claims or
defenses of the buyer or lessee against the seller or lessor, the assignee’s liabil-
ity under this section may not exceed the amount owing to the assignee at
the time the claim or defense is asserled against the assignee and rights of the
buyer or lessee under this section can only be asserted as a matter of defense
.to or set-off against a claim by the assignee”

JOPT 73 WUAY TI0R BOILY INUR 95

U.C.C.C. (Comments), op. cit,, f.n. 86, p. 332 %y 96

.Eldridge, op. cir., f.n. 42, p. 383 a8 97
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98 (N.C.A. :1%1%) National Consumer Act=b o2 T3t 1o x5 Jnbdw by
AT NN P DD Domonb PaT PoR an mvop P UpIs ' ueKl vhy
SFALT IR 200 ATWS TR P nen DMSth 7oexn e YT mnzer o Sawna
T'EY02 WHTHTTHT M BT DX XY T N A0vn by qved wenmn

240679 2.405

: NLC.AD 2,405 A55D3 AX2T 17 17305 N4onT IR T

DY rramb W omippY Zhhwnt Tabtn 1a%En Yyve xb amip L1
mananad R T PER 9n0s by Dinn 190Enw nanx T boa powe
D09 SRR NpoUwa 1908M S b

15111 1993 b ameenna by YT nR an3 W AN L n0n toix o 2
Jgpmen oieod 3y 1212a Sw oniiaaay naveana bab 1inia
a5 DX 1A rvomy wnTpet obhen K 1

nYER T DX YT P23 TRy MEn DStn W 19NRs THos hbwm 3
J102 101 #5304 MRS MRS 003 1N BT YD

oo D23 wmkn oo bpr ovpd N.CASY 2406 mrroa ovp W oaRMAY P
19937 P paaanar mayerann 53% gip Awrr miar bw oanma
A7 BOYYN BIDD RYPBY Ty nudvr AR npown nbiwn

National Consumer Act, First Final Draft, Official Text with Comments, 7187 98
Natienal Consumer Law Center, Boston College Law School Brighton, Mas-
SIIRT AT NI NNX ANQ 7Y BOTIP YA BOw 1972 5MER wTIn® v .sachuselts
Hartmann & Walker, op. cit.,, f.n. 22, p. 127

James, op. cif., f.n. 53, p. 884 9o

N.C.A. (Comments), op. cit.,, f.n, 98, p. 49 100

ent yapy N.CAL-Y 5.304 790 101

“5304. A Consumer may recover from the person violating this Act actual

and punitive damages, thirty percent of the transaction total, if applicable, or

.8 300, whichever is greater, for violations to which this Section applies”

TNLCLAL =D 2,405 FPBD 20 om0 19D L0 — DWATITN DT

“Section 2.405: (1) No merchant shall take or otherwise arrange for the con-

sumer to sign an instrument pavable ‘to order” or ‘to bearer’ as evidence of the

.credit obligation of the consurier in a consumer credit transaction

(2) Any holder of an instrament, contract or other writing evidencing an

obligation of the consumer takes it subject to all claims and defenses of the

consumer up to the amount of the transaction total ansing out of the transac-

tion whether or not it is payable ‘to order’ or ‘to bearer’

(3 Taking or otherwise arranging for the consumer to sign an instument in

.violation of this Section shall be subject to the provisions of section 5.304™

:NL.C.A. =9 2.406 BT ST "1 7073 1512 A150 — MTTTT DR 103
“2.406. Notwithstanding any term or agreement to the contrary, an assignee
of the rights of the creditor is subject to all claims and defenses of the consumer,
up to the amount of the transaction total, arising out of a consumer credit
Aransaction™

—

02
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Eldridge, op. cit.,, 1. 42, p. 383 87 .72%2 UL.C.C.C.=1 nain™ omoa ;TR Ay 107
o 0o v N.CLA- nmtant 1mab ULCL.C.Co=m mntiT 13 nvom ot e
MNLCAST Dt by ax ovon

James, op. cit,, £n. 53, p. 884-885 113 axmwn 1wy AR5 novY3 108
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< 115 TS DIRPDOYI 1O IR pu Yehon newn pmb seoum 1970 Tamanka

AUt AT RMEa IPion NtAb TS NCIDAE Tpoova KW ww Y (D)

110 KB T LKW T2 SN DpLOY DY os1zawi Mo by ryna pevea

WEW IY TTY WRT AN WX TV AT EX B0 ,5pas 2T M
2116 (190 YD) 11092

MRY AT PTTT RAEMND AN IR DTN Durh YD e 0o DENy 109
maEART ,2ARTON L1963-1730N LITURY TI3 0D pUM e DR NN MIn%E AT payd
G. Gilmore, Security :191 ,19-18 'A% 5 T¥7 2% ,NMD*12 1191 .389-386 Ay ,B"ea
Interests in Personal Property, 1965, Boston & Toronto, Little Brown and
LCompany. Vol. 2, pp. 1089-1090

35 /8% 5 WM B NTRTT st 110

Zicgel, op. cit, fn. 74, p. 320 f.n. 54 :axn 111

.Falconbridge, op. cit., f.n. 16, p. 459 :a%% 112

Ziegel, op. cit., fn. 1, p. 121 ;13 .ibid, £, 11137089 113

An Act to Amend the Bills of Exchange Act, Ch. 4 (Ist Supp.) Revised :nR% 114
Statutes of Canada 1970

Licgel, supra, f.n. 1, supra, f.0. 28 93X 80,0 PR Y AP0 115

$MIMRY YD TP NWWH PINY 190 myo 16
“190. (1} Every consumer bill or consumer note shall be promincntly and
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legibly marked on its face with the words ‘Consumer Purchase’ before or at the
time when the instrument is signed by the purchaser or by any one signing to
.accommodate the purchaser
(2} A consumer bill or consumer note that is not marked as required by this
section is void, except in the hands of a holder in due course without notice
that the bill or note is a consumer bill or consumer note or except as against a
.drawee without such notice”

FMIBRY ¥ UPT NN PN 191 Y0 117
“191. Notwithstanding any agreement to the contrary, the right of a holder of
a consumer bill or consumer note that is marked as required by section 190,
to have the whole or any part thercof paid by the purchaser or any party
signing to accommodate the purchaser is subject to any defence or right of
set-off, other than counter-claim, that the purchaser would have had in an
.action by the seller on the consumer bill or consumer note”

Ziegel, op. cit, f.n. 1, p. 129 5187 118

Falconbridge, op. cit.,, f.0. 16, p. 620621 : %1 119

.Chalmers, op. cit., f.0. 16, p. 104-105 ;787 120

EXOPT 12 s 970 IR U2 ST T TAISY SYUANI TAINT P13 nTIBIT nvan 121
Chalmers, op. cit., £ 16, 71N 72390 O93n W7 MR yani »-by mysn
nta YwnTey i X9 IR Falconbridge, op, cit., f.o. 16, p. 621 :vnmapyay ,p. 105
D2 oo eh 441 (2) 772 TR M2 3 TSN 202/70 XURa BROwea ebei sewmn
TIPRT YT J3TY XYY DXT LMW I¥0An AR YTTCRY WY nyhan nuenad vavmn
TREL APYD DY W) RIPH T OITC WY RTRY JyUant nwam 13 howra 7R
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(FTC — M3Ip2 122 W The Federal Trade Commission) pr%ven anons
=2%1 DN Nirant Siwreb xR 172 NORNoMT 125 nTHDLLE DA ROY 24183
26 AR NODI DUAANT N0 TYH W NI wED 1 ooaant X v

227 s N 121 NIRRT YThY (ORIt Aprn

b3 13 (16 ‘DY D7IUN M= DY3TNY 19T DD L1967-173WN 5MnY Ty b
30T R IR IRT—DOTAT PN T BYOINGY Mt yanb i &Y
282 'ny

RITIT CTURY IITORY IDCIT IR PCR DX OIDY ,282-281 Y L3 WU Bw 100N XN
L695 ,679 (2) 7173 T3 ABTR (Y EMDE RN DYNIDR £38/70 RV DINIR

—

22

Turays ray UCC.C-Y 37408 YD 87 123

“3,408. Want or failure of consideration is a dcfense against any person not
having the right of a holder in due coarse... Partial failure or consideration is
a defense pro tanto whether or not the failure is in ascertained or liquidated

.Falconbridge, op. cit., £n. 16, p. 621 01 axyr .amount”

Ziegel, op. cit,, £.0, 1, p. 130 :1: Ziegel, op. cir, f.n. 28, pp. 1457, 1462 :0%1 124
The Federal Trade Commission Man OnpW 24TIRI IPHST00 "Momn mMass: 125

Goins, op. ¢it., . 83, p. 169, 87, nand nb ooapme pooinn navesy JAct, 1914
R.Callman=p mp¥ 1*n9w ,The Federal Trade Commission Act byp mwrg .fn 9
The Low of Unfair Competition Trademarks end Monopolies, third edition

Vol. 5, 1971, Cumulative Supplement for Appendices, Chicago, Illinois, Ap-
Jpendix IV, p. 49

1y2%p Federal Trade Commission Act=% 5(a){6} 7'¥D 126

“Sec. 5(a)(6) The Commission is empowered and directed to prevent persons. ..
from unsing unfair mcthods of competition in commerce and unfair or deceptive
.acts of practices in commerce”

A27 WA 190 XY — “commerce” NATATY

: y3p Federal Trade Commission Act =% 5(a)(1) 790 127

“Sec. 5(a)(1) Unfair methods of compctition and unfair or decceptive acts or
.practices in commerce, are hereby declared unlawful”

— “commerce™ MINST NN IAN PN KD 4 010

“‘Commerce” means commerce among the scveral States or with foreign nations,
or in any Territory of the United States or in the District of Columbia, or
between any such Territory and another, or between the District of Columbia
.and any State or Territory or foreign nation”

Goins, op. cit., O%7 IRMTYIM AT 02 079y D970 NEHT N1AYEI Mont vy
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“Developments in the Law, Deceplive Advertising,” :19¢ fn. 83, p. 169
G. 1. Thain, “Consumer Protection, : 3 ,80 (1967) Harv.L. Rev. 1005, 1019
D. Boies ;191 ,Advertising — The F T C Response,” 27 (1972) Bus. Law 891, 897
and P. R. Verkuil, “Regulation of Supermarket Advertising Practices,” 60 (1972)
Geo L. J. 1195, 1201
Hartmann & Walker, ep. cit., f.n. 22, p. 122 ;5189
SHEAT DI BT OINIOND OEP T3 DPIBANI aNITT YR 0123 RP O pmaoma
Goins, op. cit., 7Y 71 PIYY S0P PR DA nvhhs mwma ;apb nvoaTen
f.n. 83, p. 178; Boles & Verkuil, op. cit,, f.n. 127, p. 1213; Development, op. cil.,
£n 127, p. 1088
Federal Trade Commission, Notice of Public Hearing and Opportunity to : X%
Submit Data, Views or Arguments Regarding A Revised Proposed Trade
.Regulation Rule, January §, 1973
PR TP MA3IT DrEaY 2(a)~(h) YD no YRt
“Section Il. In any consumer transaction it constitutes an unfair and deceptive
act or practice for a seller to:
(a) Obtain a consumer note and fail to have inscribed upon the face of such
note, in ten point bold face type, the following statement:
NOTICE
CONSUMER NOTE
It is agreed that any holder of this instrument takes this instrument subject to
all claims and defenses which would be available to the maker in an action aris-
ing out of the contract which gave rise to the execution of this imstrument,
notwithstanding any agreement to the contrary. Recovery by the maker under
this provision shall not exceed the full amount of this instrument.
(b) Take or receive from a consumer any agreement, contract of other obliga-
tion which contains:
(1) Any waiver of rights or remedies with respect to any assignee of such agree-
ment, contract or other obligation, which would accord to such assignee rights
and remedies superior to those possessed by the seller with whom the consumer
dealt.
(2) Any provision by which the consumer agrees not to assert against any
assignee of the seller a claim or defense arising out of the consumer transaction,
which claim or defense could be asserted against the seller.”
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Ziegel, op. cit,, fn. 1, p. 122 ;71X 140
STIARY FIYY TN QBT IS (1)189 YD 141
“189. (1} A consumer bill is 2 bill of exchange
(a) issued in respect of a consumer purchase, and
{b) on which the purchaser or any one signing to accommodate him is liable
as a party.
but does not include
(c) a cheque that is dated the date of its issue or prior thereto, or at the time
it is issued is post-dated not more than thirty days, or
(d) 2 bill of exchange that
(iy would be a cheque within the meaning of section 165 but for the fact
that the party on which it is drawn is a financial institution, other than
a bank, that as part of its business accepts money on deposit from
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deposit, and
(ii) is dated the date of its issue or prior thercto, or at the time it is issued
is post-dated not more than thirty days”™ (952 — T0emnn.
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“{e) Consumer note. Any negotiable promissory note or other negotiable instru-
ment of indebtedness, or any retail installment contract whether negotiable or
nonnegotiable, executed by a consumer in connection with a consumer transac-
tion. ‘Consumer note' shall not incfude a check given in current payment of
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