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CHAPTER 1—GENERAL PROVISIONS 
See. 
1. Construction of title. 
§ 1. Construction of title 

The rule of the common law, that statutes in derogation thereof are 
to be strictly construed, has no application to this title. This title 
establishes the law of the Canal Zone respecting the subjects to which 
it relates. 

CHAPTER 3—PERSONS 
31. Minors; married persons over 18; effect of annulment. 
32. Periods of minority. 
33. Adults. 
34. Unborn child as existing person; limitation of actions for injuries. 
35. Delegation of powers by minors; incapacities. 
36. Contracts by minors. 
37. Disaffirmance by minors; riglits of innocent purchaser. 
38. Contracts and obligations of minors which may not be disaffirmed. 
39. Contracts by persons without understanding. 
40. Contracts by persons of unsound mind. 
41. Powers of persons whose incapacity is adjudged. 
42. Liability of minors and mentally unsound persons for wrongs. 
43. Enforcement of minors' rights. 

§ 31. Minors; married persons over 18; effect of annulment 
(a) Except as otherwise provided by this section, and subject to the 

provisions of Title 8 relating to marriage, minors are all persons under 
21 years of age. 

(b) A person who has reached the age of 18 years and thereafter 
contracts a lawful marriage, or who has contracted a lawful marriage 
and thereafter reaches the age of 18 years, is, in the first instance upon 
contracting the marriage, and in the second instance upon reaching 
the age of 18 years, of the age of majority and an adult person for 
the purpose of: 

(1) entering into an engagement or transaction respecting 
property or his estate; 

(2) entering into a contract; or 
(3) maintaining or defending an action affecting his marital 

status, including an action or proceeding involving his support 
or the support or custody of children of the marriage, or deter
mination of property rights— 

the same as if he were 21 years of age. 
(c) Subsequent annulment of a marriage referred to by subsection 

(b) of this section does not deprive the person of his adult status once 
attained under the provisions of that subsection, unless the judgment 
of annulment is obtained in an action commenced prior to his reach
ing the age of 18 years. In the latter case, he has remained a minor at 
all times notwithstanding the marriage. 

(d) This section does not limit section 343 of Title 8. 
§ 32. Periods of minority 

The periods specified by section 31 of this title are calculated 
from the first minute of the day on which persons are born to the 
same minute of the corresponding day completing the period of 
minority. 
§ 33. Adults 

All persons who are not minors, as provided by this chapter, are 
adults. 
§ 34. Unborn child as existing person; limitation of actions for 

injuries 
A child conceived, but not yet born, is to be deemed an existing 

person, as far as may be necessary for its interests in the event of its 
subsequent birth. 
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An action by or on behalf of a minor for personal injuries sustained 
prior to or in the course of his birth is barred unless brought within six 
years from the date of the birth of the minor; and the time the minor is 
under a disability provided by section 73 of Title 5 may not be 
excluded in computing the time limited for the commencement of the 
action. 
§ 35. Delegation of powers by minors; incapacities 

A minor can not give a delegation of power, nor, under the age of 
18, make a contract relating to real property, or an interest therein, 
or relating to personal property not in his immediate possession or 
control. 

§ 36. Contracts by minors 
Except as provided by section 35 of this title, a minor may make 

contracts in the same manner as an adult, subject only to : 
(1) a minor's power of disaffirmance under the provisions of 

this chapter; and 
(2) the provisions of Title 8 relating to marriage. 

§ 37. Disaffirmance by minors; rights of innocent purchaser 
(a) Except as provided by section 38 of this title, the contract of 

a minor, if made Avhile he is under the age of 18 years, may be dis
affirmed : 

{1) by the minor himself, either before his majority or within 
a reasonable time afterwards: or 

(2) in case of his death within the period referred to in para
graph (1) of this subsection, by his heirs or personal representa
tives. 

If the contract is made by the minor while he is over the age of 18 
years, he may disaffirm it in like manner upon restoring the considera
tion, or paying its equivalent, to the party from whom it was received. 

(b) If, before the contract of a minor is disaffirmed, the goods 
which he has sold are transferred to another purchaser who bought 
them in good faith for value and without notice of the transferor's 
defect of title, the minor may not recover the goods from an innocent 
purchaser. 

§ 38. Contracts and obligations of minors which may not be dis« 
affirmed 

(a) A minor may not disaffirm a contract, otherwise valid, to pay 
the reasonable value of things necessary for his support, or that of his 
family, entered into by him when not under the care of a parejit or 
guardian able to provide for him or them, if these things have been 
actually furnished to him or his family. 

(b) A minor may not disaffirm an obligation, otherwise valid, 
entered into by him under the express authority or direction of a 
statute. 

§ 39. Contracts by persons without understanding 
A person entirely without understanding may not make a contract, 

but he is liable for the reasonable value of things furnished to him 
necessary for his support or that of his family. 
§ 40. Contracts by persons of unsound mind 

A contract of a person of unsound mind, but not entirely without 
understanding, made before his incapacity is judicially determined, 
is subject to rescission, as provided by sections 1291-1294 of this title. 

§ 41. Powers of persons whose incapacity is adjudged 
After his incapacity is judicially determined, a person of unsound 

mind may not make a contract, nor delegate any power or waive 
any right, until his restoration to capacity by the court. 
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§ 42. Liability of minors and mentally unsound persons for 
wrongs 

A minor, or a person of unsound mind of whatever degree, is civilly 
liable for a wrong done by him, but is not liable in exemplary dam
ages unless at the time of the act he was capable of knowing that it 
was wrongful. 
§ 43. Enforcement of minors* rights 

A minor may enforce his rights by civil action or other legal pro
ceedings in the same manner as a person of full age, except that a 
guardian must conduct the action or proceedings. 

CHAPTER 5—PERSONAL RIGHTS 
Sec. 
71. General personal rights. 
72. Defamation. 
73. Libel. 
74. Slander. 
75. Privileged publications; inference of malice. 
76. Abduction and seduction. 
77. Wrongs not actionable. 
78. Right to use force. 
§ 71. General personal rights 

In addition to the personal rights recognized by section 31 of Title 
1, and by Par t 2 of Title 6, and subject to the qualifications and 
restrictions provided by law, every person has the right of protection 
from: 

(1) bodily restraint or harm; 
(2) personal insult; 
(3) defamation; and 
(4) injury to his personal relations. 

§ 72. Defamation 
Defamation is effected by libel or slander. 

§ 73. Libel 
Libel is a false and unprivileged publication by writing, printing, 

picture, effigy, or other fixed representation to the eye, which: 
(1) exposes a person to hatred, contempt, ridicule, or 

obloquy; or 
(2) causes him to be shunned or avoided; or 
(3) has a tendency to injure him in his occupation. 

§ 74. Slander 
Slander is a false and unprivileged publication other than libel, 

which: 
(1) charges a person with crime, or with having been in

dicted, convicted, or punished for crime; or 
(2) imputes to him the present existence of an infectious, 

contagious, or loathsome disease; or 
(3) tends directly to injure him in respect to his office, profes

sion, trade, or business, eithw by imputing to him general dis
qualification in those respects which the office or other occupation 
peculiarly requires, or by imputing something with reference to 
his office, profession, trade, or business that has a natural tend
ency to lessen its profits; or 

(4) imputes to him impotence or a want of chastity; or 
(5) by natural consequence, causes actual damage. 

§ 75. Privileged publications; inference of malice 
(a) A privileged publication is one made: 

(1) in the proper discharge of an official duty; 
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(2) except as provided by subsection (b) of this section, in 
a judicial proceeding or other official proceeding authorized by 
law; 

(3) in a communication, without malice, to a person interested 
therein, by one who: 

(A) is also interested; or 
(B) stands in such relation to the person interested as to 

afford a reasonable ground for supposing the motive for the 
communication innocent; or 

(C) is requested by the person interested to give the in
formation ; 
(4) by a fair and true report, without malice, in a public 

journal, of: 
(A) a judicial or other public official proceeding; or 
(B) anything said in the course thereof; or 
(C) a verified charge or complaint made by a person to a 

public official, upon which a warrant has been issued; 
(5) by a fair and true report of the proceedings of a public 

meeting, without malice, if: 
(A) the meeting was lawfully convened for a lawful pur

pose; or 
(B) the publication of the matter complained of was for 

the public benefit. 
(b) An allegation or averment contained in a pleading or affidavit 

filed in an action for divorce or an action prosecuted pursuant to sec
tion 234 of Title 8, made about a person by or against whom no 
affirmative relief is not prayed in the action, is not a privileged pub
lication as to the person making the allegation or averment within 
the meaning of this section, unless: 

(1) the pleading is verified or the affidavit is sworn to, and is 
made without malice by a person having reasonable and probable 
cause for believing the truth of the allegation or averment; and 

(2) the allegation or averment is material and relevant to the 
issues in the action. 

(c) In the cases provided for by clauses (3), (4) and (5) of sub
section (a) of this section, malice is not inferred from the communi
cation or publication. 

§ 76. Abduction and seduction 
The rights of personal relations forbid the: 

(1) abduction or enticement of a child from a parent, or from 
a guardian entitled to its custody; or 

(2) seduction of a person below 21 years of age, or of a person 
who, through unsoundness of mind, temporary or permanent, is in
capable of giving legal consent. 

§ 77. Wrongs not actionable 
A cause of action does not arise for: 

^ 1) alienation of affections; 
(2) criminal conversation; 

(3) the seduction of a person over 21 years of age, unless she 
was incapable of giving legal consent through unsoundness of 
mind, temporary or permanent: 

(4) breach of promise of marriage; or 
(6) a fraudulent promise to marry or to cohabit after marriage. 

§ 78. Right to use force 
Necessary force may be used to protect from wrongful injury the 

person or property of oneself, or of a spouse, child, parent, or other 
relative, or member of one's family, or of a ward, servant, master, 
or guest. 



-82-

CHAPTER 7—NATURE OF PROPERTY 
Sec. 
111. Ownership; property defined. 
112. Things subject to ownership. 
113. Wild animals. 
114. Classification of property as real or personal. 
115. Real property defined. 
116. Land defined. 
117. Fixtures defined. 
118. Personal property defined. 
§ 111. Ownership; property defined 

The ownership of a thing is the right of one or more persons to 
possess and use it to the exclusion of others. In this title, the thing 
of which there may be ownership is called property. 
§ 112. Things subject to ownership 

There may be ownership of: 
(1) inanimate things which are capable of appropriation or 

of manual delivery; 
(2) domestic animals; 
(3) obligations; 
(4) products of labor or skill such as the composition of an 

author, the goodwill of a business, trademarks and signs; and 
(5) rights created or granted by statute. 

§ 113. Wild animals 
Animals wild by nature are the subjects of ownership, while living, 

only when on the land of the person claiming them, or when tamed, or 
taken and held in possession, or disabled and immediately pursued. 
§ 114. Classification of property as real or personal 

Property is either: 
(1) real or immovable; or 
(2) personal or movable. 

§ 115. Real property defined 
Real or immovable property consists of: 

(1) land; 
(2) that which is affixed to land; 
(3) that which is incidental or appurtenant to land; and 
(4) that which is immovable by law. 

§ 116. Land defined 
Land is the solid material of the earth, whatever may be its 

ingredients. 
§ 117. Fixtures defined 

A thing is affixed to the land when it is: 
(1) attached to it by roots, as in the case of trees, vines or 

shrubs; 
(2) imbedded in it, as in the case of walls; 
(3) permanently resting upon it, as in the case of buildings; or 
(4) permanently attached to what is thus permanent, as by 

means of cement, plaster, nails, bolts, or screws. 
§ 118. Personal property defined 

Every kind of property that is not real is personal. 

CHAPTER 9—OWNERS OF PROPERTY 
See. 
ISl. Ownership. 
162. Persoiu who may own property. 
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§ 151. Ownership 
All property has an owner, whether that owner is the government, 

and the property public, or the owner an individual, and the property 
private. 
§ 152. Persons who may own property 

Any person, whether citizen or alien, may take, hold, and dispose 
of property within the Canal Zone. 

CHAPTER 11—MODIFICATIONS OF OWNERSHIP 

SUBCHAPTER I INTERHSTS IN PROPERTY 
Sec. 
181. Ownership as absolute or qualified. 
182. Absolute ownership. 
183. Qualified ownership. 
184. Several ownership. 
185. Ownership of several persons. 
186. Joint interest. 
187. Partnership interest. 
188. Interest in common. 
189. Community property. 
190. Interests classified as to time. 
191. Present interest. 
192. ruture interest. 
193. Perpetual Interest. 
194. Limited interest. 
195. Kinds of future interests. 
196. Vested future interests. 
197. Contingent future interests. 
198. Two or more future interests. 
199. Future interests; improbability of contingency. 
200. Future interests; posthumous children. 
201. Transfer of title to' future interests. 
202. Future interests; possibilities. 
203. Future interests which are recognized. 
204. United States bonds or obligations; title upon death of owner or co-owner. 

SUBCHAPTER H CONDITIONS OF OWNERSHIP 

231. Time of enjoyment of property. 
232. Conditions precedent or subsequent. 
233. Conditions precedent requiring wrongful or unlawful acts. 
234. Conditions in restraint of marriage. 
235. Conditions restraining alienation. 

SUBCHAPTER III RESTRAINTS UPON ALIENATION 

251. Rule against perpetuities; vesting of interest in property. 
252. Same; determination of permissible period for vesting of future interest. 

SUBCHAPTER IV—ACCUMULATIONS 

271. Dispositions of income. 
272. Accumulations which are void. 
273. Accumulation of income. 
274. Directions for accumulation beyond limit. 
275. Destitute beneficiaries. 

Subchapter I—Interests in Property 

§ 181. Ownership as absolute or qualified 
The ownership of property is either: 

(1) absolute; or 
(2) qualified. 

§ 182. Absolute ownership 
The ownership of property is absolute when one person has the 

absolute dominion over it, and may use it or dispose of it according 
to his pleasure, subject only to general laws. 
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§ 183. Qualified ownership 
The ownership of property is qualified when: 

(1) it is shared with one or more persons; 
(2) the time of enjoyment is deferred or limited; or 
(3) the use is restricted. 

§ 184. Several ownership 
The ownership of property by one person is designated as a sole or 

several ownership. 
§ 185. Ownership of several persons 

The ownership of property by several persons is either of: 
(1) joint interests; 
(2) partnership interests; 
(3) interests in common; or 
(4) community interest of husband and wife. 

§ 186. Joint interest 
A joint interest is one owned by two or more persons in equal shares, 

by a title created by a single will or transfer, when expressly declared 
in the will or transfer to fe a joint tenancy, or by transfer n-om a sole 
owner to himself and others, or from tenants in common or joint ten
ants to themselves or some of them, or to themselves or any of them 
and others, or from a husband and wife, when holding title as com
munity property or otherwise to themselves or to themselves and 
others or to one of them and to another or others, when expressly de
clared in the transfer to be a joint tenancy, or when granted or de
vised to executors or trustees as joint tenants. A joint tenancy in 
personal property may be created by a written transfer, instrument, 
or agreement. 
§ 187. Partnership interest 

A partnership interest is one owned by several persons, in partner
ship, for partnership purposes. 
§ 188. Interest in common 

An interest created in favor of several persons in their own right is 
an interest in common, unless: 

(1) acquired by them in partnership, for partnership purposes; 
(2) declared in its creation to be a joint interest, as provided by 

section 186 of this title; or 
(3) acquired as community property. 

§ 189. Community property 
Community property is property acquired by husband and wife, or 

either, during marriage, when not acquired as the separate property 
of either or as joint interests or interests in common. 
§ 190. Interests classified as to time 

In respect to the time of enjoyment, an interest in property is 
either: 

(1) present or future; and 
(2) perpetual or limited. 

§ 191. Present interest 
A present interest entitles the owner to the immediate possession 

of the property. 
§ 192. Future interest 

A future interest entitles the owner to the possession of the prop
erty only at a future time. 
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§ 193. Perpetual interest 
A perpetual interest has a duration equal to that of the property. 

§ 194. Limited interest 
A limited interest has a duration less than that of the property. 

§ 195. Kinds of future interests 
A future interest is either: 

(1) vested; or 
(2) contingent. 

§ 196. Vested future interests 
A future interest is vested when there is a person in being who 

would have a right, defeasible or indefeasible, to the immediate pos
session of the property, upon the ceasing of the intermediate or preced
ent interest. 

§ 197. Contingent future interests 
A future interest is contingent while the person in whom, or the 

event upon which, it is limited to take effect remains uncertain. 

§ 198. Two or more future interests 
Two or more future interests may be created to take effect in the 

alternative, so that if the first in order fails to vest, the next in succes
sion shall be substituted for it, and take effect accordingly. 
§ 199. Future interests; improbability of contingency 

A future interest is not void merely because of the improbability of 
the contingency on which it is limited to take effect. 
§ 200. Same; posthumous children 

When a future interest is limited to successors, heirs, issue or chil
dren, posthumous children are entitled to take in the same manner as 
if living at the death of their parent. 
§ 201. Same; transfer of title 

Future interests pass by succession, will, and transfer, in the same 
manner as present interests. 

§ 202. Same; possibilities 
A mere possibility, such as the expectancy of an heir apparent, is 

not an interest. 
§ 203. Future interests which are recognized 

A future interest in property is recognized by the law only as 
defined in this title. 
§ 204. United States bonds or obligations; title upon death of 

owner or co-owner 
United States bonds or obligations, however designated, or when

ever issued, which are registered in the names of two persons as co-
owners in the alternative, shall, upon the death of either of the regis
tered co-owners, become the sole and absolute property of the sur
viving co-owner, unless the Federal laws under which the bonds or 
other obligations were issued or the regulations governing the issuance 
thereof, provide otherwise. 

United States bonds or obligations, however designated, or when
ever issued, which are registered in the name of one person payable 
on death to a named survivor, shall, upon the death of the registered 
owner, become the sole and absolute property of the surviving bene
ficiary named therein, unless the Federal laws under which the bonds 
or other obligations were issued or the regulations governing the issu
ance thereof, provide otherwise. 
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This section may not be construed to mean that prior to the enact
ment hereof the law of the Canal Zone was otherwise than as herein 
provided. 

Subchapter II—Conditions of Ownership 

§ 231. Time of enjoyment of property 
The time when the enjoyment of property is to begin or end may 

be determined by computation, or be made to depend on events. In 
the latter case, the enjoyment is upon condition. 
§ 232. Conditions precedent or subsequent 

Conditions are precedent or subsequent. The former fix the be
ginning, the latter the ending, of the right. 
§ 233. Conditions precedent requiring wrongful or unlawful 

acts 
If a condition precedent requires the performance of an act wrong 

of itself, the instrument containing it is so far void, and the right 
cannot exist. If it requires the performance of an act not wrong of 
itself, but otherwise unlawful, the instrument takes effect and the con
dition is void. 
§ 234 Conditions in restraint of marriage 

Conditions imposing restraints upon marriage, except upon the 
marriage of a minor, are void; but this does not affect limitations 
where the intent was not to forbid marriage, but only to give the 
use until marriage. 

§ 235. Conditions restraining alienation 
Conditions restraining alienation, when repugnant to the interest 

created, are void. 

Subchapter III—Restraints Upon Alienation 

§ 251. Rule against perpetuities; vesting of interest in property 
An interest in real or personal property is not valid unless it must 

vest, if at all, not later than 21 years after some life in being at the 
creation of the interest and any period of gestation involved in the 
situation to which the limitation applies. The lives selected to govern 
the time of vesting must not be so numerous nor so situated that evi
dence of their deaths is likely to be unreasonably difficult to obtain. 
This section makes effective in the Canal Zone the American common-
law rule against perpetuities. 
§ 252. Same; determination of permissible period for vesting of 

future interest 
The period of time during which an interest is destructible pursuant 

to the uncontrolled volition and for the exclusive personal benefit of 
the person having such a power of destruction is not to be included 
in determining the permissible period for the vesting of an interest 
within the rule against perpetuities. 

Subchapter IV—Accumulations 

§ 271. Dispositions of income 
Disposition of the income of property to accrue and to be received 

at any time subsequent to the execution of the instnmient creating 
the disposition, are governed by the rules prescribed in this chapter 
in relation to future interests. 
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§ 272. Accumulations which are void 
Directions for the accumulation of the income of property, ex

cept such as are allowed by this chapter, are void. 

§ 273. Accumulation of income 
An accumulation of the income of property may be directed by 

a will, trust, or transfer in writing sufficient to pass the property or 
create the trust out of which the fund is to arise, for the benefit of 
one or more persons, objects, or purposes, but may not extend beyond 
the time permitted by this title for the vesting of future interests. 
§ 274. Directions for accumulation beyond limit 

If the direction for an accumulation of the income of property is 
for a longer term than is limited by section 273 of this title, the direc
tion only, whether separable or not from the other provisions of the 
instrument, is void as respects the time beyond the limit prescribed in 
that section, and no other part of the instrument is affected by the 
void portion of the direction. 

§ 275. Destitute beneficiaries 
When a person for whose benefit an accumulation of income has 

been directed is destitute of other sufficient means of support or 
education, the proper court, upon application, may direct a suitable 
sum to be applied thereto out of the fund directed to be accumulated 
for his benefit. 

CHAPTER 13—RIGHTS OF OWNERS 
Sec. 
311. Increase of property. 
312. Income of property with respect to future interests. 
§ 311. Increase of property 

The owner of a thing owns also all its products and accessories, c 

§ 312. Income of property with respect to future interests 
When, in consequence of a valid limitation of a future interest, 

there is a suspension of the power of alienation or of the ownership, 
during the continuation of which the income is undisposed of, and a 
valid direction for its accumulation is not given, the income belongs 
to the person presumptively entitled to the next eventual interest. 

CHAPTER 15—TERMINATION OF OWNERSHIP 
Sec. 
341. Defeat of future interests. 
842. Alienation or loss of precedent interest as affecting future interest. 
343. Premature determination of precedent interest as affecting future interest. 
§ 341. Defeat of future interests 

(a) A future interest, depending on the contingency of the death of 
a person without successors, heirs, issue, or children, is defeated by 
the birth of a posthumous child of that person, capable of taking by 
succession. 

(b) A future interest may be defeated in a manner or by an act 
or means which the party creating it provided for or authorized in 
the creation thereof. A future interest, thus liable to be defeated, 

' is not, on that ground, void in its creation, 

§ 342. Alienation or loss of precedent interest as affecting 
future interest 

A future interest is not defeated or barred by an alienation or 
other act of the owner of the intermediate or precedent interest, or by 
destruction of the precedent interest by forfeiture, surrender, merger, 
or otherwise, except as provided by section 343 of this title, or where 
a forfeiture is imposed by statute as a penalty for the violation thereof. 
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§ 343. Premature determination of precedent interest as affect-
ing future interest 

A future interest, valid in its creation, is not defeated by the deter
mination of the precedent interest before the happening of the con
tingency on which the future interest is limited to take effect; but 
if the contingency afterwards happens, the future interest takes effect 
in the same manner and to the same extent as if the precedent interest 
had continued to the same period. 

CHAPTER 17—GENERAL DEFINITIONS AFFECTING 
PROPERTY 

Sec. 
371. Definition of income. 
372. Time of creation of limitation, condition, or interest. 
§ 371. Definition of income 

The income of property, as the term is used in chapters 7, 9, 11, 13, 
and 15 of this title, includes the rents and profits of real property, 
the interest on money, dividends upon stock, and other produce of 
personal property. 
§ 372. Time of creation of limitation, condition, or interest 

The delivery of the grant, where a limitation, condition, or future 
interest is created by grant, and the death of the testator, where it is 
created by will, is the time of the creation of the limitation, condition, 
or interest within the meaning of chapters 7, 9, 11, 13, and 15 of this 
title. 

CHAPTER 1»-PERS0NAL PROPERTY 
SUBCHAPTEE I GENERAL PB0V1SI0N8 

Sea 
401. Law governing. 

SUBOHAPTEB H—THINOS IN ACTION 
421. Definition. 
422. Transfer and survivorship. 
423. Survival of thing in action after death of tort feasor or other person liable. 
424. Survival of thing In action after death of person injured. 
425. Transfer or assignment of actions under sections 423 and 424. 

SUBOHAPTEB HI—^PBODUOTS OF THE HIND 

441. Ownership; composition in letters or art; Invention or design. 
442. Joint ownership. 
443. Transfer of ownership. 
444. Effect of publication or making public. 
445. Subsequent and original inventors. 
446. Private writings. 

SUBCHAPTER IV—^PATENTS, TBADEUABK8 AND COPTRIOHTB 

471. Laws extended to the CSanal Zone. 

Subchapter I—General Provisions 
§ 401. Law governing 

If there is no law to the contrary in the place where personal 
property is situated, the property follows the person of its owner, and 
is governed by the law of his domicile. 

Subchapter II—Things in Action 
§ 421. Definition 

A thing in action is a right to recover money or other personal prop
erty by a judicial proceeding. 
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§ 422. Transfer and survivorship 
The owner of a thing in action arising out of the violation of a 

right of property, or out of an obligation, may transfer it. Upon the 
death of the owner it passes to his personal' representatives, except 
where, in the cases provided by Title 7, it passes to his devisees or suc
cessor in office. 
§ 423. Survival of thing in action after death of tort feasor or 

other person liable 
(a) A thing in action sounding in tort is not lost because of 

the death of the tort feasor or other person liable. An action thereon 
may be brought or continued against the personal representative of 
the deceased person, but punitive or exemplary damages may not be 
awarded nor penalties adjudged in the action. This section extends 
to a thing in action for wrongfully causing death arising pursuant to 
section 126 of Title 5, and an action pursuant to that section may be 
bought or continued against the personal representative of the tort 
feasor or other person liable. 

(b) Where a thing in action arises simultaneously with or after the 
death of the tort feasor or other person who would have been liable 
if his death had not (1) occurred simultaneously with tlie act, omis
sion, circumstance, or event giving rise to the thing in action; or 
(2) intervened between the wrongful act, omission, circumstance, or 
event and the coming into being of the thing in action, an action to 
enforce it may be maintained against the personal representative 
of the tort feasor or other person, 

§ 424. Survival of thing in action after death of person injured 
(a) A thing in action sounding in tort is not lost because of the 

death of the person in whose favor the thing in action arose. An 
action thereon may be brought or continued by the personal repre
sentative of the deceasetl person. The damages recovered in an action 
under this section shall form a part of the estate of the deceased. 

(b) A thing in action for damages caused by an injury or wrong 
to a third person is not lost because of his death. 

(c) If an action is brought for physical injuries to a person, and a 
separate action is brought for his wrongful death arising out of the 
same wrongful act, omission, circumstances, or event, the actions shall 
be consolidated for trial on the motion of an interested party, but the 
award of damages appertaining to physical injuries may not include 
prospective profits or earnings after the date of death of the person 
injured. 

§ 425. Transfer or assignment of actions under sections 423 
and 424 

Sections 423 and 424 of this title do not authorize the transfer of a 
thing in action arising out of a tort against the person, but they do not 
preclude assignment pursuant to section 26 of the Federal Employees' 
Compensation Act (5 U.S.C, sec. 776), by beneficiaries under that Act 
or their legal representatives, of causes of action saved by those 
sections. 

Subchapter III—Products of the Mind 

§ 441. Ownership; composition in letters or art; invention or 
design 

(a) The author or proprietor of a composition in letters or art has 
an exclusive ownership in the representation or expression thereof as 
against all persons except one who originally and independently 
creates the same or a similar composition. 

(b) The inventor or proprietor of an invention or design, with or 
without delineation, or other graphical representation, has an exclu-
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sive ownership therein, and in the representation or expression thereof, 
which continues so long as the invention or design and the repre
sentations or expressions thereof made by him remain in his possession. 
§ 442. Joint ownership 

Unless otherwise agreed, a composition in letters or art, or an inven
tion or design, in the production of which several persons are jointly 
concerned, is owned by them as follows: 

(1) in equal proportions, if the composition in letters or art is 
indivisible or the invention or design is single; or 

(2) in proportion to the contribution of each, if the composi
tion in letters or art is divisible or the invention or design is not 
single. 

§ 443. Transfer of ownership 
The owner of a right in a composition in letters or art, or of an in

vention or design, or of a representation or expression thereof, may 
transfer his ownership or property therein. 
§ 444. E£Fect of publication or making public 

Subject to the law of copyright, if the owner of a composition in 
letters or art publishes it, or the owner of an invention or design in
tentionally makes it public, any person, without responsibility to the 
owner, may use the composition in any manner or make public a copy 
or reproduction of the invention or design. 
§ 445. Subsequent and original inventors 

If the owner of an invention or design, does not make it public, 
any other person subsequently and originally producing the same 
thing has the same right therein as the prior inventor, which is 
exclusive to the same extent against all persons except the prior in
ventor, or those claiming under him. 
§ 446. Private writings 

Letters and other private communications in writing belong to the 
person to whom they are addressed and delivered; but, except by au
thority of law, they may not be published against the will of the 
writer. 

Subchapter IV—Patents, Trademarks and Copyrights 

§ 471. Laws extended to the Canal Zone 
The patent, trademark, and copyright laws of the United States 

have the same force and effect in the Canal Zone as in the continental 
United States, and the district court has the same jurisdiction in ac
tions arising under those laws as is exercised by the United States 
district courts. 

CHAPTER 21—MODES OF ACQUIRING PROPERTY 
Bee. 
501. Modes of acquisition generally. 
§ 501. Modes of acquisition generally 

Property is acquired by: 
(1) accession; 
(2) transfer; 
(3) will; or 
(4) succession. 
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CHAPTER 2»-ACCESSI0N 
Sec. 
531. Fixtures. 
532. Removal of fixtures by tenant. 
533. Accession by uniting several things. 
534. Principal part; separation; value; bulk. 
535. Uniting materials and workmanship. 
536. Inseparable materials. 
537. Materials of several owners. 
538. Willful trespassers. 
539. Election between thing and value. 
540. Liability of wrongdoer for damages. 

§ 531. Fixtures 
Except as provided by section 532 of this title, when a person aflixes 

his property to the land of another, without an agreement permitting 
him to remove it, the thing affixed belongs to the owner of the land, 
unless he chooses to require the former to remove it. 
§ 532. Removal of fixtures by tenant 

A tenant may remove from the demised premises, at any time during 
the continuance of his term, anything affixed thereto for the purposes 
of trade, manufacture, ornament, or domestic use, unless: 

(1) the removal would cause injury to the premises; or 
(2) the thing has become an integral part of the premises by 

the manner in which it is affixed. 
§ 533. Accession by uniting several tilings 

When things belonging to different owners have been united to form 
a single thing, and cannot be separated without injury, the whole be
longs to the owner of the thing which forms the principal part. He 
must, however, reimburse the value of the residue to the other owner, 
or surrender the whole to him. 
§ 534. Principal part; separation; value; bulk 

(a) That part is to be deemed the principal to which the other 
has been united only for the use, ornament, or completion of the 
former, unless the latter is the more valuable, and has been united with
out the knowledge of its owner, who may, in the latter case, require 
it to be separated and returned to him, although some injury should 
result to the thing to which it has been united. 

(b) If neither part can be considered the principal, within the rule 
prescribed by subsection (a) of this section, the more valuable, or, if 
the values are nearly equal, the more considerable in bulk, is to be 
deemed the principal part. 
§ 535. Uniting materials and workmanship 

If a person makes a thing from materials belonging to another, the 
latter may claim the thing on reimbursing the value of the workman
ship, unless the value of the workmanship exceeds the value of the ma
terials, in which case the thing belongs to the maker, on reimbursing 
the value of the materials. 
§ 536. Inseparable materials 

If a person makes use of materials which in part belong to him 
and in part to another, to form a thing of a new description, without 
destroying any of the materials, but in such a way that they cannot 
be separated without inconvenience, the thing formed is common to 
both proprietors in proportion, as respects the one, of the materials 
belonging to him, and as respects the other, of the materials belonging 
to him and the price of his workmanship. 
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§ 537. Materials of several owners 
If a thing has been formed by the admixture of several ma

terials of different owners, and neither can be considered the principal 
substance, an owner without whose consent the admixture was made 
may require a separation, if the materials can be separated without 
inconvenience. If they cannot be thus separated, the owners acquire 
the thing in common, in proportion to the quantity, quality, and value 
of their materials; but if the materials of one were far superior to 
those of the others, both in quantity and value, he may claim the thing 
on reimbursing to the others the value of their materials. 
§ 538. Willful trespassers 

Sections 531-537 of this title do not apply to cases in which a 
person willfully uses the materials of another without his consent. In 
those cases, the product belongs to the owner of the material, if its 
identity can be traced. 
§ 539. Election between thing and value 

Where a person whose material has been used without his knowl
edge, in order to form a product of a different description, can claim 
an interest therein, he may demand: 

(1) restitution of his material in kind, in the same quantity, 
weight, measure, and quality; or 

(2) the value of the material. 
If he is entitled to the product, he may claim the value thereof 

in place of the product. 
§ 540. Liability of wrongdoer for damages 

A person who wrongfully employs materials belonging to another 
is liable to him in damages, as well as under the foregoing provisions 
of this chapter. 

CHAPTER 25—TRANSFER OF PROPERTY 
8UBCHAPTEB I—GENERAL PBOVISIOITB 

Sec. 
571. Definitions. 
572. Property which may be transferred. 
573. Possibility as transferable. 
574. Right of repossession as transferable. 
575. Vesting of title. 
576. Incidents to a thing transferred. 

SUBCHAPTER II—MODE OF TRANSFER 

591. Oral transfer. 
592. Interest in an existing t rust 
593. Transfer of other personal property by sale. 
594. Necessity for delivery. 
595. Date of delivery. 
596. Delivery as necessarily absolute. 
597. Delivery in escrow. 
598. Constructive delivery. 

SUBCHAPTER III—^INTEBPBETATION OF GRANTS 

621. Interpretation as contracts. 
622. Limitation in grant. 
623. Recourse to recitals. 
624. Interpretation against grantor; exceptions. 
625. Irreconcilable provisions. 
626. "Heirs" and "issue" in certain remainders. 
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SUBCHAPTER IV GIFTS 

651. Definition of gift 
652. Requisites of a gift. 
653. Bevocability of gifts. 
654. Gift in view of death. 
655. Gift presumed to be in view of death. 
656. Revocation of gift in view of death. 
657. Effect of will upon gift 
658. Gift treated as legacy. 

SUBCHAPTER V GIFTS TO MINORS 

681. Definitions. 
682. Manner of malting gift 
683. Effect of gift 
684. Duties and powers of custodian. 
685. Custodian's expenses, compensation, bond, and liabilities. 
686. Exemption of third persons from liability. 
687. Resignation, death, or removal of custodian; bond; appointment of succes

sor custodian. 
688. Accounting by custodian. 
689. Construction. 
690. Short title. 

Subchapter I—General Provisions 
§ 571. Definitions 

Transfer is an act of the parties, or of the law, by which the title to 
property is conveyed from one living person to another. 

A voluntary transfer is an executed contract, and, except that a 
consideration is not necessary to its validity, is subject to all rules 
of law concerning contracts in general. 

A transfer in writing is called a grant or bill of sale, and, as used 
in this chapter, "grant" includes both these instruments. 

§ 572. Property which may be transferred 
Except as provided by section 573 of this title, property of any kind 

may be transferred. 
§ 573. Possibility as transferable 

A mere possibility, not coupled with an interest, may not be trans
ferred. 

§ 574. Right of repossession as transferable 
A right of repossession for breach of condition subsequent may be 

transferred. 

§ 575. Vesting of title 
A transfer vests in the transferee all the actual title to the thing 

transferred which the transferor then has, imless a different intention 
is expressed or necessarily implied. 

§ 576. Incidents to a thing transferred 
The transfer of a thing transfers also all its incidents, unless ex

pressly excepted; but the transfer of an incident to a thing does not 
transfer the thing itself. 

Subchapter II—Mode of Transfer 
§ 591. Oral transfer 

If a writing is not expi-essly required by statute, a transfer may 
be made without writing. 

§ 592. Interest in an existing trust 
An interest in an existing trust may be transferred only by opera

tion of law, or by a written instrument, subscribed by the person mak
ing the transfer, or by his agent. 
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§ 593. Transfer of other personal property by sale 
The mode of transferring other personal property by sale is regu

lated by chapter 45 of this title. 
§ 594. Necessity for delivery 

A grant takes eflfect, so as to vest the interest intended to be trans
ferred, only upon its delivery by the grantor. 
§ 595. Date of delivery 

A grant duly executed is presumed to have been delivered at its date. 
§ 596. Delivery as necessarily absolute 

A grant cannot be delivered conditionally to the grantee. Delivery 
to him, or to his agent, as such, is necessarily absolute, and the instru
ment takes effect thereupon, discharged or any condition on which 
the delivery was made. 
§ 597. Delivery in escrow 

A grant may be deposited by the grantor with a third person, to be 
delivered on performance of a condition, and, on delivery by the de
positary, it will take effect. While in the possession of the third per
son, and subject to condition, it is an escrow. 
§ 598. Constructive delivery 

Though a grant is not actually delivered into the possession of the 
grantee, it is constructively delivered where it is: 

(1) by the agreement of the parties at the time of execution, 
understood to be delivered, and under such circumstances that 
the grantee is entitled to immediate delivery; or 

(2) delivered to a stranger for the benefit of the grantee, and 
his assent is shown, or may be presumed. 

Subchapter III—Interpretation of Grants 

§ 621. Interpretation as contracts 
Except as otherwise provided in this subchapter, grants shall be in

terpreted in like manner as contracts in general. 
§ 622. Limitation in grant 

A clear and distinct limitation in a grant is not controlled by other 
words less clear and distinct. 
§ 623. Recourse to recitals 

If the operative words of a grant are doubtful, recourse may be had 
to its recitals to assist the construction. 
§ 624. Interpretation against grantor; exceptions 

(a) Except as provided by subsection (b) of this section, a grant 
shall be interpreted in favor of the grantee. 

(b) A reservation in a grant, and a grant by a public officer or 
body, as such, to a private party, shall be interpreted in favor of the 
grantor. 
§ 625. Irreconcilable provisions 

If several parts of a grant are absolutely irreconcilable, the former 
part prevails. 
§ 626. ''Heirs" and "issue** in certain remainders 

Where a future interest is limited by a grant to take effect on the 
death of any person without heirs, or heirs of his body, or without 
issue, or in equivalent words, those words mean successors, or issue 
living at the death of the person named as ancestor. 
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Subchapter IV—Gifts 

§ 651. Definition of gift 
A gift is a transfer of personal property, made voluntarily, and 

without consideration. 
§ 652. Requisites of a gift 

A verbal gift is not valid unless: 
(1) the means of obtaining possession and control of the thing 

are given; or 
(2) if the thing is capable of being delivered, there is actual 

or symbolical delivery thereof to the donee. 
§ 653. Revocability of gifts 

A gift, other than a gift in view of death, cannot be revoked by 
the giver. 
§ 654. Gift in view of death 

A gift in view of death is one made in contemplation, fear, or peril 
of death, with intent that it shall take effect only in case of the death 
of the giver. 
§ 655. Gift presumed to be in view of death 

A gift made during the last illness of the giver, or under circum
stances which would naturally impress'him with an expectation of 
speedy death, is presumed to be a gift in view of death. 
§ 656. Revocation of gift in view of death 

(a) Except as provided by subsection (b) of this section, a gift in 
view of death may be revoked by the giver at any time, and is revoked 

(1) the giver's recovery from his illness, or escape from the 
peril, under the presence of which the gift was made; or 

(2) the occurrence of an event which would operate as a revo
cation of a will made at the same time. 

(b) When a giffe in view of death has been delivered to the donee, 
the rights of a bona fide purchaser from the donee before a revocation 
of the gift are not affected by the revocation. 
§ 657. Effect of will upon gift 

A gift in view of death is not affected by a previous will; nor by a 
subsequent will, unless it expresses an intention to revoke the gift. 
§ 658. Gift treated as legacy 

A gift in view of death is treated as a legacy, as far as relates only 
to the creditors of the giver. 

Subchapter V—Gifts to Minors 

§ 681. Definitions 
In this subchapter, unless the context otherwise requires: 
"adult" means a person who has attained the age of 21 years; 
"bank" means a bank, trust company, national banking association, 

or savings bank; 
"broker" means a person lawfully engaged in the business of effect

ing transactions in securities for the account of others; and the term 
includes a bank which effects such transactions; and term also includes 
a person lawfully engaged in buying and selling securities for his own 
account, through a broker or otherwise, as part of a regular business; 
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"court" means the United States District Court for the District of 
the Canal Zone; 

"custodial property" includes: 
(1) all securities and money under the supervision of the 

same custodian for the same minor as a consequence of a gift or 
gifts made to the minor in a manner prescribed in this sub
chapter : 

(2) the income from the custodial property; and 
(3) the proceeds, immediate and remote, from the sale, ex

change, conversion, investment, reinvestment or other disposi
tion of such securities, money and income; 

"custodian" is a person so designated in a manner prescribed'in this 
subchapter; 

"guardian" of a minor includes the general guardian, guardian, 
tutor or curator of his property, estate or person; 

"issuer" means a person who places or authorizes the placing of his 
name on a security (other than as a transfer agent) to evidence that 
it represents a share, participation or other interest in his property or 
in an enterprise or to evidence his duty or undertaking to perform an 
obligation evidenced by the security, or who becomes responsible for 
or in place of any such person; 

"legal representative" of a person means his executor or the adminis
trator, general guardian, guardian, committee, conservator, tutor or 
curator of his property or estate; 

"member" of a "minor's family" means any of the minor's parents, 
grandparents, brothers, sisters, uncles and aunts, whether of the 
whole blood or the half blood, or by or through legal adoption,; 

"minor" means a person who has not attained the age of 21 years. 
"security" includes any note, stock, treasury stock, bond, deben

ture, evidence of indebtedness, certificate of interest or participation 
in an oil, gas or mining title or lease or in payments out of produc
tion under such a title or lease, collateral trust certificate, transferable 
share, voting trust certificate or, in general, any interest or instru
ment commonly known as a security, or any certificate of interest. 
or participation in, anv temporary or interim certificate, receipt or 
certificate of deposit for, or any warrant or right to subscribe to 
or purchase, any of the foregoing; but the term does not include a 
security of which the donor is the issuer; and a security is in "reg
istered form" when it specifies a person entitled to it or to the rights 
it evidences and its transfer may be registered upon books maintamed 
for that purpose by or on behalf of the issuer; 

"transfer agent" means a person who acts an authenticating trustee 
transfer agent, registrar or other agent for an issuer in the registra
tion of transfers of its securities or in the issue of new securities or 
in the cancellation of surrendered securities; 

"trust company" means a corporation or association authorized to 
exercise trust powers. 
§ 682. Manner of making gift 

(a) An adult person may, during his lifetime, make a gift of a 
security or money to a person who is a minor on the date of the gift: 

(1) if the subject of the gift is a security in registered form, 
by registering it in the name of the donor, another adult person 
or a trust company, followed, in substance, by the words: "as 
custodian for under the Canal 

(name of minor) 

Zone Uniform Gifts to Minors Act"; 
(2) if the subject of the gift is a security not in registered form, 

by delivering it to an adult person other than the donor, or a trust 
company, accompanied by a statement of gift in the following 
form, in substance, signed by the donor and the person designated 
as custodian: 
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" G I F T UNDER T H E CANAL ZONE UNIFORM G I F T S TO 
MINORS ACT 

I , , hereby deliver to as custo-
(name of donor) (name of custodian) 

dian for under the Canal Zone Uniform Gifts to 
(name of minor) 

Minors Act, the following security(ies): (insert an appropriate 
description of the security or securities delivered sufficient to identify 
it or them) 

(signature of donor) 
hereby acknowledges receipt of the above described 

(name of custodian) 
security (ies) as custodian for the above minor under the Canal ^one 
Uniform Gifts to Minors Act. 
Dated: 

(signature of custodian)" 
(3) If the subject of the gift is money, by paying or delivering 

it to a broker or a bank for credit to an account (or to a savings 
and loan association for investment in an account in an insured 
savings and loan association) in the name of the donor, another 
adult person, or a bank with trust powers, followed, in substance, 
by the words: "as custodian for under the 

(name of minor) 
Canal Zone Uniform Gifts to Minors Act". 

(b) A gift made in a manner prescribed by subsection (a) of this 
section may be made to only one minor and only one person may be 
the custodian. 

(c) A donor who makes a gift to a minor in a manner prescribed 
by subsection (a) of this section shall promptly do all things within 
I'lis power to put the subject of the gift in the possession and control 
of the custodian, but neither the donor's failure to comply with this 
subsection, nor his designation of an ineligible person as custodian, 
nor renunciation by the person designated as custodian affects the 
consummation of the gift. 
§ 683. E£fect of gift 

(a) A gift made in a manner prescribed in this subchapter is 
irrevocable and conveys to the minor indefeasibly vested legal title 
to the security or money given, but a guardian of the minor does not 
have any right, power, duty or authority with respect to the custodial 
property except as provided by this subchapter. 

(b) By nialcing a gift in a manner prescribed by this subchapter, 
the donor incorporates in his gift all the provisions of this subchapter 
and grants to the custodian, and to any issuer, transfer agent, bank, 
savings and Ipan association, broker or third person dealmg with a 
person designated as custodian, the respective powers, rights and 
immunities provided in this subchapter. 

§ 684. Duties and powers of custodian 
(a) A custodian shall collect, hold, manage, invest and reinvest 

the custodial property. 
(b) A custodian snail pay over to the minor for expenditure by 

him, or expend for the minor's benefit, so much of or all the custodial 
property as the custodian deems advisable for the support, mainte
nance, education and benefit of the minor in the manner, at the time 
or times, and to the extent that the custodian in his discretion deems 
suitable and proper, with or without court order, with or without 
regard to the duty of himself or of any other person to support the 
minor or his ability to do so, and with or without regard to any other 
income or property of the minor which may be applicable or available 
for an}' such purpose. 
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(c) The court, on the petition of a parent ov guardian of the minor 
or 01 the minor, if he has attained the age of 14 years, may order the 
custodian to pay over to the minor for expenditure by him or to expend 
as much of or all the custodial property as is necessary for the minor's 
support, maintenance or education. 

(d) To the extent that the custodial property is not so expended, 
the custodian shall deliver or pay it over to the minor on his attaining 
the age of 21 years or, if the minor dies before attaining the age of 
21 years, he shall thereupon deliver or pay it over to the estate of the 
minor. 

(e) A custodian, notwithstanding statutes restricting investments 
by fiduciaries, shall invest and reinvest the custodial property as 
would a prudent man of discretion and intelligence who is seeking a 
reassonable income and the preservation of his capital, except that he 
may, in his discretion and without liability to the minor or his estate, 
retain a security given to the minor in a manner prescribed in this 
subchapter. 

(f) A custodian may sell, exchange, convert or otherwise dispose 
of custodial property in the manner, at the time or times, for the price 
or prices and upon the terms he deems advisable. He may vote in 
person or by general or limited proxy a security which is custodial 
property. He may consent, directly or through a committee or other 
agent, to the reorganization, consolidation, merger, dissolution or 
liquidation of an issuer, a security which is custodial property, and 
to the sale, lease, pledge or mortgage of any property by or to such 
an issuer, and to any other action by such an issuer. He may execute 
and deliver any ana all instruments in writing which he deems advis
able to carry out any of his poAvers as custodian. 

(g) A custodian shall register each security which is custodial 
property and in registered form in the name of the custodian, followed, 
m substance, by the words: "as custodian for under 

(name of minor) 
the Canal Zone Uniform Gifts to Minors Act". The custodian shall 
hold all money which is custodial property in an account with a broker 
or in a bank or in an account in an insured savings and loan association 
in the name of the custodian, followed, in substance, by the words: 
"as custodian for under the Canal Zone Uniform 

(name of minor) 
Gifts to Minors Act". The custodian shall keep all other custodial 
property separate and distinct from his own property in a manner to 
identify it clearly as custodial property. 

(h) A custodian shall keep records of all transactions with re
spect to the custodial property and make them available for inspection 
at reasonable intervals by a parent or legal representative of the minor 
or by the minor, if he has attained the age of 14 years. 

(i) A custodian has and holds as powers in trust, with respect to 
the custodial property, in addition to the rights and powers provided 
in this subchapter, all the rights and powers which a guardian has 
with respect to property not held as custodial property. 

§ 685. Custodian's expenses, compensation, bond, and liabilities 
(a) A custodian is entitled to reimbursement from the custodial 

property for his reasonable expenses incurred in the performance of 
his duties. 

(b) A custodian may act without compensation for his services. 
(c) Unless he is a donor, a custodian may receive from the custodial 

property reasonable compensation for his services determined by one 
of the following standards in the order stated: 

(1) A direction by the donor when the gift is made; 
(2) Provisions of this Code applicable to guardians; 
(3) An order of the court. 



-99-

(d) Except as otherwise provided in this subchapter, a custodian 
shall not be required to give a bond for the performance of his duties. 

(e) A custodian not compensated for his services is not liable for 
losses to the custodial property unless they result from his bad faith, 
intentional wrongdoing or gross negligence or from his failure to 
maintain the standard of prudence in investing the custodial property 
provided in this subchapter. 

§ 686. Exemption of third persons from liability 
No issuer, transfer agent, bank, savings and loan association, broker 

or other person acting on the instructions of or otherwise dealing with 
a person purporting to act as a donor or in the capacity of a custodian 
is not responsible for determining whether tlie person designated by 
the purported donor or purporting to act as a custodian has oeen duly 
designated or whether a purchase, sale or transfer to or by or any 
other act of a person purporting to act in the capacity of custodian 
is in accordance with or authorized by this subcliapter, and is not 
obliged to inquire into the validity or propriety under this subchapter 
of an instrument or instructions executed or given by a person pur
porting to act as a donor or in the capacity of a custodian, is not bound 
to see to the application by a person purporting to act in the capacity 
of a custodian of money or other property paid or delivered to him. 

§ 687. Resignation, death, or removal of custodian; bond; 
appointment of successor custodian 

(a) Only an adult member of the minor's family, a guardian of the 
minor or a trust company is eligible to become successor custodian. 
A successor custodian has all the rights, powers, duties and immunities 
of a custodian designated in a manner prescribed by this subchapter. 

(b) A custodian, other than the donor, may resign and designate 
his successor by: 

(1) executing an instrument of resignation designating the 
successor custodian; and 

(2) causing each security which is custodial property and in 
registered form to be registered in the name of the successor cus
todian folloAved, in substance, by the words: "as custodian 
for under the Canal Zone Uniform Gifts to 

(name of minor) 
Minors Act"; and 

(3) delivering to the successor custodian the instrument of 
resignation, each security registered in the name of the successor 
custodian and all other custodial property, together with any 
additional instruments required for the transfer thereof. 

(c) A custodian, whether or not a donor, may petition the court 
for permission to resign and for the designation of a successor 
custodian. 

(d) If the person designated as custodian is not eligible, renounces 
or dies before the minor attains the age of 21 years, uie guardian of 
the minor shall be successor custodian. If the minor has no guardian, 
a donor, his legal representative, the legal representative of the cus
todian, an adult member of the minor's family, or the minor, if he 
has attained the age of 14 years, may petition the court for the desig
nation of a successor custodian. 

(e) A donor, the legal representative of a donor, an adult member 
of the minor's family, a guardian of the minor or the minor, if he 
has attained the age of 14 years, may petition the court that, for 
cause shown in the petition, the custodian be removed and a successor 
custodian be designated or, in the alternative, that the custodian be 
required to give bond for the performance of his duties. 

(f) Upon the filing of a petition as provided in this section, the 
court shall grant an order, directed to the persons and returnable 
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on such notice as the court may require, to show cause why the relief 
prayed for in the petition should not be granted and, in due course, 
grant such relief as the court finds to be in the best interests of the 
minor. 

§ 688. Accounting by custodian 
(a) The minor, if he has attained the age of 14 years, or the legal 

representative of the minor, an adult member of the minor's family, 
or a donor or his legal representative may petition the court for an 
accounting by the custodian or his legal representative. 

(b) The court, in a proceeding under this subchapter or otherwise, 
may require or permit the custodian or his legal representative to 
account and, if the custodian is removed, shall so require and order 
delivery of all custodial property to the successor custodian and the 
execution of all instruments required for the transfer thereof. 

§ 689. Construction 
(a) This subchapter shall be so construed as to effectuate its general 

purpose to make uniform the law of those States which enact it. 
(b) This subchapter shall not be construed as providing an ex

clusive method for making gifts to minors. 

§ 690. Short title 
This subchapter may be cited as the Canal Zone Uniform Gifts to 

Minors Act. 

CHAPTER 27—PROOF AND ACKNOWLEDGMENT OF 
INSTRUMENTS 

Sec. 
721. By whom acknowledgments taken in Canal Zone. 
722. By whom acknowledgments taken outside Canal Zone. 
723. By whom acknowledgments taken in foreign countries. 
724. Issuance of proper certificates. 
725. Notarial acts; armed forces. 
726. Requisites for acknowledgment 
727. Certificate of acknowledgment. 
728. General form of certificate. 
729. Form of certificate of acknowledgment by corporation. 
730. Form of certificate of acknowledgment by partnership. 
731. Form of certificate of acknowledgment by attorney in fact. 
782. Authentication of certificate of acknowledgment. 
733. Proof of execution. 
734. Identity of witness. 
735. Items to be proved by subscribing witness. 
736. Proof of handwriting. 
737. Evidence of handwriting. 
738. Contents of certificate of proof. 
739. Other powers of officers. 
740. Action to correct defective instrument. 
741. Action for Judgment proving instrument. 
742. Effect of judgment. 
743. Instruments executed prior to effective date of Code. 
744. Instruments affecting land in District of Columbia, territories, etc. 

§ 721. By whom acknowledgments taken in Canal Zone 
The proof or acknowledgment of an instrument required by law 

to be proved or acknowledged may be made in the Canal Zone before: 
(1) the district judge; 
(2) the clerk of the district court; 
(3) a magistrate; or 
(4) a notary public of the Canal Zone. 

§ 722. By whom acknowledgments taken outside Canal Zone 
The proof or acknowledgment of an instrument may be made out

side the Canal Zone, but within the United States, and within the 
jurisdiction of the respective officer, before: 

(1) the judge of a court of record or the clerk thereof; or 
(2) a notary public within any State. 
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§ 723. By whom acknowledgments taken in foreign countries 
An instrument executed in a foreign country may be acknowledged 

before a diplomatic or consular officer or commercial agent of the 
United States accredited to it, or before an officer of the foreign 
country authorized to take acknowledgments. The signature and 
official character of the foreign officer shall be certified by a diplomatic, 
consular, or commercial official of the United States. 

§ 724. Issuance of proper certificates 
The officers authorized to take acknowledgments pursuant to 

sections 721-723 of this title may issue proper certificates thereof. 
§ 725. Notarial ac t s ; armed forces 

(a) A commissioned officer of a component of the Army or Air 
Force of the United States on active duty in federal service with the 
Judge Advocate General's Department, a law specialist in the United 
States Navy and in the United States Coast Guard, a staff judge 
advocate or acting staff judge advocate, and the adjutant, assistant 
adjutant, personnel adjutant or commanding officer of a command; or 

A conunanding officer or executive officer of a ship, shore station 
or establishment and any officer of or above the rank of lieutenant, 
senior grade, on active duty with the Navy or Coast Guard of the 
United States; or 

An officer of or above the rank of captain on active duty Avith the 
United States Marine Corps— 
may administer and certify oaths or affirmations, attest documents, 
take acknowledgments, and perform all other notarial acts, for any 
person serving in or with the armed forces of the United States, wher
ever located within or without the Canal Zone or for the spouse of a 
member of the armed forces wherever located within or without the 
Canal Zone. 

(b) An instrument acknowledged by such an officer or an oath 
or affirmation made before him is not rendered invalid by the failure 
to state therein the place of execution or acknowledgment. An au
thentication of the officer's certificate of acknowledgment or of any 
jurat signed by him is not required but the officer taking the acknowl
edgment shall indorse thereon or attach thereto a certificate substan
tially in a form authorized by the laws of the Canal Zone or in the 
following form: 

On this the day of , 19__, before me 
, the undersigned officer, personally appeared 
known to me (or satisfactorily proven) to be serving in 

or with the armed forces of the United States (or to be the spoust 
of a member of the armed forces of the United States) and to be 
the person whose name is subscribed to the within instrument and 
axjknowledged that he executed the same. And the under
signed does further certify that he is at the date of this certificate 
a commissioned officer of the rank stated below and is in the active 
service of the armed forces of the United States. 

Signature of ofiScer and serial number, rank, 
brancli of service and capacity in which 
signed. 
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(c) To an affidavit subscribed and sworn to before such an officer 
there shall be attached a jurat substantially in the following form: 

Subscribed and sworn to before me this day of , 
19_ ^ 

Signature of officer and serial nnmber, rank, 
branch of service and capacity in whicli 
signed. 

(d) The recitals contained in such a certificate or jurat are prima 
facie evidence of the truth thereof, and a certificate of acknowledg
ment, oath or affirmation purporting to have been made by a commis
sioned officer of the Army, Air Force, Navy, Marine Corps or Coast 
Guard, notwithstanding the omission of any specific recitals therein, 
constitutes presumptive evidence of the existence of the facts necessary 
to authorize the acknowledgment, oath or affirmation to be taken by 
the certifying officer pursuant to this section. 

§ 726. Requisites for acknowledgment 
The acknowledgment of an instrument may not be taken unless the 

officer taking it knows or has satisfactory evidence on the oath or 
affirmation of a credible witness that the person making the acknowl
edgment is the individual who is described in and who executed the 
instrument; or if executed by a corporation that the person making 
the acknowledgment is the president or secretary of the corporation, 
or other person who executed it on its behalf. 

§ 727. Certificate of acknowledgment 
An officer taking the acknowledgment of an instrument shall indorse 

thereon or attach thereto a certificate substantially in the forms pre
scribed by sections 728-732 of this title. 

§ 728. General form of certificate 
(a) Unless it is otherwise provided in this chapter, the certificate 

of acknowledgment shall be substantially in the following form: 
UNITED STATES or AMERICA, 

Canal Zone, 8s: 

On this day of , in the year , before me (here insert 
name and quality of the officer), personally appeared , 
known to me (or proved to me on the oath of ) to be the 
person whose name is subscribed to the within instrument, and ac
knowledged that he (she or they) executed the same. 

(b) An acknowledgment taken without the Canal Zone in accord
ance with the laws oi the place where the acknowledgment is made 
is sufficient in the Canal Zone. The certificate of the clerk of a 
court of record of the county or district where the acknowledgment 
is taken, that the officer certifying to it is authorized by law so to do, 
and that the signature of the officer to the certificate is his true and 
genuine signature, and that the acknowledgment is taken in accord
ance with the laws of the place where the same is made, is prima 
facie evidence of the facts stated in the certificate of the clerk. 
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§ 729. Form of certificate of acknowledgment by corporation 
(a) The certificate of acknowledgment of an instrument executed 

by a corporation shall be substantially in the following form: 

UNITED STATES OF AMERICA, 

Canal Zone, ««•• 

On this day of , in the year , before me 
(here insert the name and quality of the officer), personally appeared 

-, known to me (or proved to me on the oath of ) to 
be the president (or the secretary) of the corporation that executed 
the within instnunent (where, however, tlie instrument is executed 
in behalf of the corporation by some one other than the president or 
secretary insert: known to me (or proved to me on the oath of 

) to be the person who executed the within instrument on 
behalf of the corporation therein named) and acknowledged to me that 
such corporation executed the same. 

(b) The certificate of acknowledgment of an instrument exe
cuted by a corporation, by its president or vice president and 
secretary or assistant secretary, other than an instrument convey
ing or otherwise transferring all, or substantially all, the assets 
of the corporation, may contain, in addition to the matters set forth 
in subsection (a) of this section, a statement substantially in the fol
lowing form: "and acknowledged to me that the corporation executed 
the within instrument pursuant to its by-laws or a resolution of its 
board of directors"; and that recital is prima facie evidence that 
the instrument is the act of the corporation, and that it was duly exe
cuted pursuant to authority duly given by its by-laws or the board of 
directors, and conclusive evidence of those matters in favor of any 
good faith purchaser, lessee or encumbrancer. 

§ 730. Form of certificate of acknowledgment by partnership 
The certificate of acknowledgment of an instrument executed by 

a partnership shall be substantially in the following form: 
UNITED STATES OF AMERICA, 

Canal Zone, ss: 

On this day of , in the year — , before me 
(here insert the name and quality of the officer), personally 
appeared , known to me (or proved to me on the oath of 

) to be one of the partners of the partnership 
that executed the within instrument, and acknowledged to me that 
the partnership executed the same. 

§ 731. Form of certificate of acknowledgment by attorney in 
fact 

The certificate of acknoAvledgment by an attorney in fact shall be 
substantially in the following form: 

UNITED STATES OF AMERICA, 

Canal Zone, ss: 

On this day of , in the year , before me 
(here insert the name and quality of the officer), personally 
appeared , known to me (or proved to me on the oath of 
^ ) to be the person whose name is subscribed to the within 
instrument as the attorney in fact of , and acknowledged to me 
that he subscribed the name of thereto as principal, and his 
own name as attorney in fact. 
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§ 732. Authentication of certificate of acknowledgment 
Officers taking and certifying acknowledgments, or proof of instru

ments for record, shall authenticate their certificates by affixing 
thereto their signatures, followed by the names of their offices; also, 
their seals of office, if by the laws of the State or country where the 
acknowledgment or proof is taken, or by authority of which they are 
acting, they are required to have official seals. 
§ 733. Proof of execution 

Proof of the execution of an instrument, when not acknowledged, 
may be made either by: 

(1) the party executing i t ; or either of the parties; or 
(2) a subscribing witness; or 
(3) other witnesses, in cases mentioned in section 1125 of this 

title. 
§ 734. Identi ty of witness 

If execution is to be proved by a subscribing witness, he must be 
personally known to the officer taking the proof to be the person whose 
name is subscribed to the instrument as a witness, or must be proved 
to be such by the oath of a credible witness. 
§ 735. Items to be proved by subscribing witness 

The subscribing witness referred to m sections 733 and 734 of this 
title shall prove that : 

(1) the person whose name is subscribed to the instrument 
as a par ty: 

(A) is the person described in i t ; and 
(B) that he executed it ; and 

(2) the witness subscribed his name thereto as a witness. 
§ 736. Proof of handwriting 

The execution of an instrument may be established by proof of the 
handwriting of the party and of a subscribing witness, if there is 
one, when the: 

(1) parties and all the subscribing witnesses are dead; 
(2) parties and all the subscribing witnesses are nonresidents 

of the Canal Zone; 
(3) place of their residence is unknown to the party desiring 

the proof, and cannot be ascertained by the exercise of due 
diligence; 

(4) subscribing witness conceals himself, or cannot be found 
by the officer by the exercise of due diligence in attempting to 
serve the subpoena or attachment; or 

(5) failure or refusal of the witness to testify continues for 
the space of one hour after his appearance. 

§ 737. Evidence of handwriting 
The evidence taken pursuant to section 736 of this title must satis

factorily prove to the officer: 
(1) the existence of one or more of the conditions specified by 

section 736 of this title; 
(2) that the witness testifying knew the person whose name 

purports to be subscribed to the instrument as a party, and is well 
acquainted with his signature, and that it is genuine; ^ 

(3) that the witness testifying personally knew the person 
who subscribed the instrument as a witness, and is well acquainted 
with his signature, and that it is genuine; and 

(4) the place of residence of the witness. 
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§ 738. Contents of certificate of proof 
An officer taking proof of the execution of an instrument shall, in 

his certificate indorsed thereon or attached thereto, set forth: 
(1) aU the matters required by law to be done or known by 

him, or proved, before him on the proceeding; and 
(2) the names of all the witnesses examined before him, their 

places of residence respectively, and the substance of their 
testimony. 

§ 739. Other powers of officers 
Officers authorized to take the proof of instruments may, in the 

proceedings: 
(1) administer oaths or affirmations, as prescribed by section 

2502 of Title 6; 
(2) employ and swear interpreters; 
(3) issue subpoenas, as prescribed by section 1101 of Title 2 ; 

and 
(4) institute proceedings in the district court to compel the 

attendance of witnesses or the production of papers, or to punish 
for contempt, or for the issuance of a warrant of arrest or com
mitment, in the manner provided by section 1102 of Title 2, and 
sections 2556 and 2556 of Title 5. 

§ 740. Action to correct defective instrument 
When the acknowledgment or proof of the execution of an instru

ment is properly made, but defectively certified, a party interested 
may have an action in the district court to obtain a judgment correct
ing the certificate. 

§ 741. Action for judgment proving instrument 
Any person interested under an instrument entitled to be proved 

for record may institute an action in the district court against the 
proper parties to obtain a judgment proving the instrument. 

§ 742. Effect of judgment 
A certified copy of the judgment in a proceeding instituted pursuant 

to section 740 or 741 of this title, showing the proof of the instrument, 
and attached thereto, entitles the instrumen<^ to record, with like effect 
as if acknowledged. 

§743. Ins t ruments executed prior to effective date of Code 
The legality of the execution, acknowledgment, proof, form, or 

record of instruments made before January 2, 1963, executed, ac
knowledged, proved, or recorded is not affected by the provisions of 
this chapter. They depend for their validity and legality upon the 
laws in force when the acts were performed. 

§ 744. Ins t ruments affecting land in District of Columbia, 
terri tories, etc. 

Deeds and other instruments affecting land situate in the District 
of Columbia, or any territory or possession of the United States, or 
the Commonwealth of Puerto Rico, may be acknowledged in the 
Canal Zone: 

(1) before a notary public or judge; or 
(2) by an officer in the Canal Zone who has ex officio powers 

of a notary public. 
The certificate by the notary public in the Canal Zone shall be ac

companied by a certificate of the executive secretary stating that the 
notary taking the acknowledgment was in fact the officer he purported 
to be. Deeds or other instruments affecting lands so situate, so ac
knowledged since January 1,1905, and accompanied by the certificate 
have the same effect as such deeds or other instruments so acknowl
edged and certified after June 28,1906. 
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CHAPTER 29—OBLIGATIONS IN GENERAL 

BCBCHAPTEB I—DEFINITIONS 
8ec. 
781. Obligation defined. 
782. Creation and enforcement. 

SUBCHAPTEB II—INTERPRETATION OF OBUGATIONB 

Article A—General Rules of Interpretation 
811. General rules of interpretation. 

Article B—Joint or Several Obligations 
821. Clnssification of obligations. 
822. Presumption of Joint obligation. 
823. Contribution between joint parties. 

Article C—Conditional Obligations 
831. Conditional obligation defined. 
832. Kinds of conditions. 
833. Conditions precedent 
834. Conditions concurrent. 
835. Conditions subsequent. 
836. Performance of conditions necessary. 
837. Performance excused. 
838. Impossible or unlawful conditions. 
839. Construction of conditions inyolTing forfeiture. 

Article D—Alternative Obligations 
861. Right of selection. 
852. Loss of right of selection. 
853. Indivisibility of alternatives. 
854. Nullity of alternatives. 

SUBCHAPTER UI—^TRANSFER OF OBLIGATIONS 

871. Transfer of burden of obligation. 
872. Transfer of rights arising from obligation. 
873. Indorsement of nonnegotiable instrument. 

SUBCHAPTER IV—EXTINCTION OF OBUQATIUNS 

Article A—Performance 
881. Extinction by performance. 
892. Performance by a joint debtor. 
893. Performance to a Joint creditor. 
894. Performance as directed by creditor. 
895. Partial performance. 
896. Payment defined. 
897. Performance applicable to more than one obligation. 

Article B—Offer of Performance 
911. Extinction by offer. 
912. Offer of partial performance. 
913. Person required to make offer. 
914. Person to whom offer may be made; place of offer. 
915. Place of offer. 
916. Time of offer. 
917. Offer of compensation for delay. 
918. Good faith of offer. 
919. Conditional offer. 
920. Ability and willingness to perform. 
921. Production of thing to be delivered. 
922. Separation of thing offered. 
923. Offer dependent upon performance of condition. 
924. Written receipt 
925. Bxtinction of pecuniary obligation by offer, deposit, and notice. 
926. Objections to mode of offer. 
927. Title to thing offered. 
928. Custody of thing offered. 
929. Effect of offer on interest and incidents of obligation. 
930. Retention of thing offered and refused. 

Article C—Prevention of Performance or Offer 
941. Causes excusing performance or offer. 
942. Performance prevented by creditor. 
943. Performance prevented by cause excusing i t 
944. Refusal to accept performance before offer. 
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Ai-tide I)—Accord and Satisfaction 
051. Accord defined. 
952. Effect of accord. 
053. Satisfaction defined. 
954. Part performance. 

Article E—Novation 
961. Novation defined. 
062. Metliods of novation. 
963. Applicability of contract rules. 
964. Rescission of novation. 

Article F—Itflease 
971. Extinction of obligation by release. 
972. Extent of general release. 
U73. Itelease of joint debtor. 

Subchapter I—DeJBnitions 

§ 781. Obligation defined 
An obligation is a legal duty, by which a person is bound to do or 

not to do a certain thing. 
§ 782. Creation and enforcement 

An obligation arises either from the: 
(1) contract of the parties; or 
(2) operation of law. 

An obligation arising from operation of law may be enforced in the 
manner provided by law, or by civil action or proceeding. 

Subchapter II—Interpretation of Obligations 

Article A—General Rules of Interpretation 
§ 811. General rules of interpretation 

The rules which govern the interpretation of contracts are pre
scribed by chapter 35 of this title. Other obligations are interpreted 
by the same rules by which statutes of a similar nature are interpreted. 

Article B—Joint or Several Obligations 
§ 821. Classification of obligations 

An obligation imposed upon several persons, or a right created in 
favor of several persons, may be: 

(1) joint; 
(2) several; or 
(3) joint and several. 

§ 822. Presumption of joint obligation 
An obligation imposed upon several persons, or a right created in 

favor of several persons, is presumed to be joint, and not several, 
except in the special cases specified by chapter 35 of this title, relat
ing to the interpretation of contracts. This presumption, in the case 
of a right, may be overcome only by express words to the contrary. 

§ 823. Contribution between joint parties 
A party to a joint, or joint and several, obligation who satisfies more 

Ihan his share of the claim against all, may require a proportionate 
contribution from all the parties joined with him. 

Article C—Conditional Obligations 
§ 831. Conditional obligation defined 

An obligation is conditional, when the rights or duties of any party 
thereto depend upon the occurrence of an uncertain event. 
§ 832. Kinds of conditions 

Conditions may be precedent, concurrent, or subsequent. 
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§ 833. Conditions precedent 
A condition precedent is one which is to be performed before some 

right dependent thereon accrues, or some act dependent thereon is 
performed. 
§ 834. Conditions concurrent 

Conditions concurrent are those which are mutually dependent, and 
are to be performed at the same time. 
§ 835. Conditions subsequent 

A condition subsequent is one referring to a future event, upon the 
liappening of which the obligation becomes no longer binding upon 
f he other party, if he chooses to avail himself of the condition. 
§ 836. Performance of conditions necessary 

Before a party to an obligation can require another party to per
form any act under it, he shall fulfill all conditions precedent thereto 
imposed upon himself and be able and offer to fulfill all condi
tions concurrent so imposed upon him on the like fulfillment by the 
other party, except as provided by section 837 of this title. 

§ 837. Performance excused 
If a party to an obligation gives notice to another, before the latter 

is in default, that he will not perform the same upon his part, and 
does not retract the notice before the time when performance upon 
his part is due, the other party is entitled to enforce the obligation 
without previously performing or offering to perform any conditions 
upon his part in favor of the former party. 

§ 838. Impossible or unlawful conditions 
A condition in a contract, the fulfillment of which is impossible or 

unlawful within the meaning of sections 1081-1085 of this title, or 
which is repugnant to the nature of the interest created by the con
tract, is void. 

§ 839. Construction of conditions involving forfeiture 
A condition involving a forfeiture shall be strictly interpreted 

against the party for whose benefit it is created. 

Article D—Alternative Obligations 

§ 851. Right of selection 
If an obligation requires the performance of one of two acts, in the 

alternative, the party required to perform has the right of selection, 
unless it is otherwise provided by the terms of the obligation. 

§ 852. Loss of right of selection 
If the party having the right of selection between alternative acts 

does not give notice of his selection to the other party within the 
time, if any, fixed by the obligation for that purpose, or, if none is so 
fixed, before the time when the obligation ought to be performed, 
the right of selection passes to the other party. 

§ 853. Indivisibility of alternatives 
A party having the right of selection between alternative acts 

shall select one of them in its entirety, and may not select part of one 
and part of another without the consent of the other party. 
§ 854. Nullity of alternatives 

If one of the alternative acts required by an obligation is such as the 
law will not enforce, or becomes unlawfm, or impossible of perform
ance, the obligation is to be interpreted as though the other stood 
alone. 
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Subchapter III—Transfer of Obligations 

§ 871. Transfer of burden of obligation 
The burden of an obligation may be transferred with the consent of 

the party entitled to its benefit, but not otherwise. 
§ 872. Transfer of rights arising from obligation 

A right arising out of an obligation is the property of the person to 
whom it is due, and may be transferred as such. 

This section does not authorize the transfer of a thing in action 
arising out of a tort against the person. 

§ 873. Indorsement of nonnegotiable instrument 
A nonnegotiable written contract for the payment of money or per

sonal property may be transferred by indorsement, in like manner as 
negotiable instruments. The indorsement shall transfer all the rights 
of the assignor under the instrument to the assignee, subject to all 
equities and defenses existing in favor of the maker at the time of the 
indorsement. 

Subchapter IV—Extinction of Obligations 

Article A—Performance 

§ 891. Extinction by performance 
Full performance of an obligation, by the party whose duty it is 

to perform it, or by any other person on his behalf, and with his assent, 
if accepted by the creditor, extmguishes it. 
§ 892. Performance by a joint debtor 

Performance of an obligation by one of several persons who are 
jointly liable under it extinguishes the liability of all. 
§ 893. Performance to a joint creditor 

An obligation in favor of joint creditors is extinguished by per
formance rendered to any of them, except in the case of a deposit made 
by joint owners, which is regulated by chapters 49 to 53 of this title 
on deposit. 
§ 894. Performance as directed by creditor 

If a creditor, or any one of two or more joint creditors, at any time 
directs the debtor to perform his obligation in a particular manner, 
the obligation is extinguished by performance in that manner, even 
though the creditor does not receive the benefit of the performance. 
§ 895. Partial performance 

A partial performance of an indivisible obligation extinguishes a 
corresponding proportion thereof only if the benefit of the perform
ance is voluntarily retained by the creditor. I f the partial perform
ance is of such a nature that the creditor cannot avoid retaining it 
without injuring his own property, his retention thereof is not pre
sumed to be voluntary. 

§ 896. Payment defined 
Performance of an obligation for the delivery of money only is 

called payment. 

§ 897. Performance applicable to more than one obligation 
If a debtor, under several obligations to another, does an act, 

by way of performance, in whole or in part, which is equally appli-
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cable to two or more of the obligations, the performance shall be 

applied as follows: 
(1) If, at the time of performance, the intention or desire of the 

debtor that the performance should be applied to the extinction of 
any particular obligation, is manifested to the creditor, it shall be 
so applied. 

(2) If no such application is then made, the creditor, within a 
reasonable time after the performance, may apply it toward the 
extinction of any obligation, performance of which was due to him 
from the debtor at the time of the performance; except that if 
similar obligations were due to him both individually and as a 
trustee, he shall, unless otherwise directed by the debtor, apply the 
performance to the extinction of all such obligations in equal pro
portion. An application once made by the creditor may not be re
scinded withoiit the consent of the debtor. 

(3) If neither party makes an application within the time pre
scribed herein, the performance shall be applied to the extinction of 
obligations in the following order: 

(A) interest due at the time of the performance; 
(B) principal due at that time; 
(C) the obligation earliest in date of maturity; 
(D) an obligation not secured by a lien or collateral under

taking ; 
(E) an obligation secured by a lien or collateral undertaking. 

If there is more than one obligation of a particular class the per
formance shall be applied to the extinction of all in that class ratably. 

Article B—Offer of Performance 

§ 911. Extinction by offer 
An obligation is extinguished by an offer of performance, made in 

conformity to the rules herein prescribed, and with intent to extin
guish the obligation. 

§ 912. 0£fer of partial performance 
An offer of partial performance is of no effect, 

§ 913. Person required to make offer 
Only the debtor, or a person on his behalf and with his assent, may 

make an offer of performance. 
§ 914. Person to whom offer may be made; place of offer 

An offer of performance shall be made to : 
(1) the creditor; 
(2) any one of two or more joint creditors; or 
(3) a person authorized by one or more of the creditors to 

receive or collect what is due under the obligation— 
if the creditor or authorized person is present at the place wliere the 
offer may be made; and if not, wherever the creditor may be found. 

§ 915. Place of offer 
In the absence of an express provision to the contrary, an offer of 

performance may be made, at the option of the debtor: 
(1) at any place appointed by the creditor; 
(2) wherever the person to whom the offer ought to be made 

can be found; 
(3) if the person to whom the offer ought to be made can not 

with reasonable diligence be found within the Canal Zone, and 
within a reasonable distance from his residence or place of 
business, or if he evades the debtor, then at his residence or place 
of business, if the same can, with reasonable diligence, be found 
within the Canal Zone; or 
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(4) if this cannot be done, then at any place within the Canal 
Zone. 

§ 916. Time of o£Fer 
(a) Where an obligation fixes a time for its performance, an offer 

of performance may be made only at that time. 
(b) Where an obligation does not fix the time for its performance, 

an offer of performance may be made at any time before the debtor, 
upon a reasonable demand, has refused to perform. 
§ 917. Ofifer of compensation for delay 

Where delay in performance is capable of exact and entire com
pensation, and time has not been expressly declared to be of the essence 
of the obligation, an offer of performance, accompanied with an offer 
of compensation, may be made at any time after it is due, but 
without prejudice to any rights acquired by the creditor, or by any 
other person, in the meantime. 
§ 918. Good faith of o£Fer 

An offer of performance shall be made in good faith, and in such 
manner as is most likely, imder the circumstances, to benefit the 
creditor. 
§ 919. Conditional offer 

An offer of performance shall be free from any conditions which 
the creditor is not bound, on his part, to perform. 
§ 920. Ability and willingness to perform 

An offer of performance is of no effect if the person making it is not 
able and willing to perform according to the offer. 
§ 921. Production of thing to be delivered 

The thing to be delivered, if any, need not in any case be actually 
produced, upon an offer of performance, unless the offer is accepted. 
§ 922. Separation of thing offered 

A thing, when offered by way of performance, may not be mixed 
with other things from which it cannot be separated immediately and 
without difficulty. 
§ 923. Offer dependent upon performance of condition 

When a debtor is entitled to the performance of a condition pre
cedent to, or concuiTent with, performance on his part, he may make 
his offer to depend upon the due performance of that condition. 
§ 924. Written receipt 

A debtor may require from his creditor a written receipt for any 
property delivered in performance of his obligation. 
§ 925. Extinction of pecuniary obligation by offer, deposit, 

and notice 
An obligation for the payment of money is extinguished by a due 

offer of payment, if the amount is immediately deposited in the name 
of the creditor, with a bank of deposit within the Canal Zone, 
of good repute, and notice thereof is given to the creditor. 
§ 926. Objections to mode of offer 

All objections to the mode of an offer of performance, which the 
creditor has an opportunitv to state at the time to the person making 
the offer, and which could be then obviated by him, are waived by the 
creditor, if not then stated. 
§ 927. Title to thing offered 

The title to a thing duly offered in performance of an obligation 
passes to the creditor, if the debtor at the time signifies his intention 
to that effect. 
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§ 928. Custody of thing offered 
A person offering a thing, other than money, by way of perform

ance, shall, if he means to treat it as belonging to the creditor, retain 
it as a depositary for hire, until the creditor accepts it, or until he has 
given reasonable notice to the creditor that he will retain it no longer, 
and, if with reasonable diligence he can find a suitable depositary 
therefor, until he has deposited it with the depositary. 

§ 929. Effect of offer on interest and incidents of obligation 
An offer of payment or other performance, duly made, though the 

title to the thing offered is not transferred to the creditor, stops the 
running of interest on the obligation, and has the same effect upon all 
its incidents as a performance thereof. 

§ 930. Retention of thing offered and refused 
If anything is given to a creditor by way of performance, which he 

refuses to accept as such, he is not bound to return it without demand; 
but if he retains it, he is a gratuitous depositary thereof. 

Article C—Prevention of Performance or Offer 

§ 941. Causes excusing performance or offer 
The want of performance of an obligation, or of an offer of per

formance, in whole or in part, or any delay therein, is excused by the 
following causes, to the extent to which they operate: 

(1) when the performance or offer is prevented or delayed by 
the act of the creditor, or by the operation of law, even though 
there may have been a stipulation that this shall not be an excuse; 

(2) when it is prevented or delayed by an irresistible, super
human cause, or by the act of public enemies of the United States, 
unless the parties have expressly agreed to the contrary; or 

(3) when the debtor is induced not to make it, by any act of 
the creditor intended or naturally tending to have that effect, 
done at or before the time at which the performance or offer may 
be made, and not rescinded before that time. 

§ 942. Performance prevented by creditor 
If the performance of an obligation is prevented by the creditor, 

the debtor is entitled to all the benefits which he would have obtained 
if it had been performed by both parties. 

§ 943. Performance prevented by cause excusing it 
If the performance of an obligation is prevented by any cause excus

ing performance, other than the act of the creditor, the debtor is 
entitled to a ratable proportion of the consideration to which he would 
have been entitled upon full performance, according to the benefit 
which the creditor receives from the actual performance. 

§ 944. Refusal to accept performance before offer 
A refusal bj^ a creditor to accept performance, made before an offer 

thereof, is equivalent to an offer and refusal, unless, before perform
ance is actually due, he gives notice to the debtor of his willingness to 
accept it. 

Article D—Accord and Satisfaction 
§ 951. Accord defined 

An accord is an agreement to accept in extinction of an obligation, 
something different from or less than that to which the person agree
ing to accept is entitled. 
§ 952. Effect of accord 

Though the parties to an accord are bound to execute it, it does not 
ex t in^ i sh the obligation until it is fully executed. 
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§ 953. Satisfaction defined 
Acceptance, by the creditor, of the consideration of an accord ex

tinguishes the obligation, and is called satisfaction. 
§ 954. Part performance 

Par t performance of an obligation, either before or after a breach 
thereof, when expressly accepted by the creditor in writing, in satis
faction, or rendered in pursuance of an agreement in writing for 
that purpose, though without any new consideration, extinguishes the 
obligation. 

Article £—Novation 

§ 961. Novation defined 
Novation is the substitution of a new obligation for an existing one. 

§ 962. Methods of novation 
Novation is made by the substitution of: 

(1) a new obligation between the same parties, with intent to 
extinguish the old obligation; 

(2) a new debtor in place of the old one, with intent to release 
the latter; or 

(3) a new creditor in place of the old one, with intent to trans
fer the rights of the latter to the former. 

§ 963. Applicability of contract rules 
Novation is made by contract, and is subject to all the rules con

cerning contracts in general. 
§ 964. Rescission of novation 

When the obligation of, or an order upon, a third person is accepted 
in satisfaction, the creditor may rescind the acceptance if: 

(1) the debtor prevents the person from complying with the 
order or from fulfilling the obligation; or 

(2) at the time the obligation or order is received, the person 
is insolvent and this fact is unknown to the creditor; or 

(3) before the creditor can with reasonable diligence present 
the order to the person upon whom it is given, he becomes in
solvent. 

Article F—Release 

§ 971. Extinction of obligation by release 
An obligation is extinguished by a release therefrom given to the 

debtor by the creditor, upon a new consideration, or in writing, with 
or without new consideration. 
§ 972. Extent of general release 

A general release does not extend to claims which the creditor does 
not know or suspect to exist in his favor at the time of executing 
the release, which if known by him must have materially affected his 
settlement with the debtor. 
§973. Release of joint debtor 

A release of one of two or more joint debtors does not extinguish 
the obligations of any of the others, unless they are mere guarantors; 
nor does it affect their right to contribution from him. 
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CHAPTER 31—NATURE OF A CONTRACT 
STTBCHAPTEB 1—DEFINITIONS 

See. 
1001. Contract defined. 
1002. Essential elements of contract. 

8UBCHAPTES U—^PABTIES 

1021. Persons capable of contracting. 
1022. Capacity of minors and persons of unsound mind. 
1023. Identification of parties necessary. 
1024. Contract for benefit of third person. 

BtJBOHAFTEB in—CONSENT 

1041. Essentials of consent. 
1042. Voidable consent. 
1043. Causes defeating reality or freedom of consent. 
1044. Wben causes exist. 
1045. Duress. 
1046. Menace. 
1047. Kinds of fraud. 
1048. Actual fraud. 
1049. Constructive fraud. 
1050. Actual fraud as question of fact. 
1051. Undue influence. 
1052. Kinds of mistake. 
1053. Mistake of fact. 
1054. Mistake of law. 
1065. Mistake of foreign laws. 
1056. Mutuality of consent 
1057. Communication of consent. 
1058. Communication of acceptance of proposaL 
1059. Completion of communication. 
1060. Acceptance of proposal. 
1061. Absolute or qualified acceptance. 
1062. Time for revoking proposal. 
1063. Method of revoking proposal. 
1064. Ratification of voidable contract 
1065. Consent by acceptance of benefits. 

SUBCHAPTER IV—OBJKCT 
1081. Object defined. 
1082. Requisites of the object. 
1083. Impossibility defined. 
1084. Unlawful, impossible, or unascertainable object 
1086. One of several objects unlawful. 

SUBCHAFTEB V—CONSIDERATION 

1101. Good consideration defined. 
1102. Legal or moral obligation. 
1103. Lawful consideration. 
1104. Effect of illegal consideration. 
1106. Executed or executory consideration. 
1106. Executory consideration. 
1107. Ascertainment of consideration. 
1108. Impossibility of ascertaining consideration. 
1109. Written Instrument 
1110. Burden of proving want of consideration. 

Subchapter I—Definitions 

§ 1001. Contract defined 
A contract is an agreement to do or not to do a certain thing. 

§ 1002. Essential elements of contract 
It is essential to the existence of a contract that there should be: 

(1) parties capable of contracting; 
(2) their consent; 
(3) a lawful object; and 
(4) a sufficient cause or consideration. 
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Subchapter II—Parties 

§ 1021. Persons capable of contracting 
All persons are capable of contracting, except minors and persons 

of unsound mind. 
§ 1022. Capacity of minors and persons of unsound mind 

Minors, and persons of unsomid mind, have only such capacity as 
is defined by chapter 3 of this title. 
§ 1023. Identification of parties necessary 

It is essential to the validity of a contract, not only that the parties 
should exist, but that it shoidd be possible to identify them. 
§ 1024. Contract for benefit of third person 

A contract, made expressly for the benefit of a third person, may 
be enforced by him at any time before the parties thereto rescind it. 

Subchapter III—Consent 

§ 1041. Essentials of consent 
The consent of the parties to a contract must be: 

(1) free; 
(2) mutual; and 
(3) communicated by each to the other. 

§ 1042. Voidable consent 
A consent which is not free is nevertheless not absolutely void, but 

may be rescinded by the parties, in the manner prescribed by sections 
1291 to 1294 of this title. 
§ 1043. Causes defeating reality or freedom of consent 

An apparent consent is not real or free when obtained through: 
(1) duress; 
(2) menace; 
(3) fraud; 
(4) undue influence; or 
(5) mistake. 

§ 1044. When causes exist 
Consent is deemed to have been obtained through one of the causes 

specified by section 1043 of this title only when it would not have 
been given had that cause not existed. 
§ 1045. Duress 

Duress consists in: 
(1) unlawful confinement of the person of the party, or of 

the spouse of the party, or of an ancestor, descendant, or adopted 
child of the party or spouse; 

(2) unlawful detention of the property of such a person; or 
(3) confinement of such a person, lawful in form, but fraud

ulently obtained, or fraudulently made unjustly harassing or 
oppressive. 

§ 1046. Menace 
Menace consists in a threat of: 

(1) any duress specified by paragraphs (1) and (3) of section 
1046 of this title; 

^2) unlawful and violent injury to the person or property of 
any pepon specified by section 1045 of this title; or 

(3) injury to the character of such a person. 
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§ 1047. Kinds of fraud 
Fraud is either actual or constructive. 

§ 1048. Actual fraud 
Actual fraud, within the meaning of this subchapter, consists in any 

of the following acts, committed by a party to the contract, or with his 
connivance, with intent to deceive another party thereto, or to induce 
him to enter into the contract: 

(1) the suggestion, as a fact, of that which is not true, by one 
who does not oelieve it to be true; 

(2) the positive assertion, in a manner not warranted by the 
information of the person making it, of that which is not true, 
though he believes it to be true; 

(3) the suppression of that which is true, by one having knowl
edge or belief of the fact; 

(4) a promise made without any intention of performing it ; or 
(5) any other act fitted to deceive. 

§ 1049. Constructive fraud 
Constructive fraud consists in: 

(1) any breach of duty which, without an actually fraudulent 
intent, gains an advantage to the person in fault, or any one 
claiming under him, by misleading another to his prejudice, or to 
the prejudice of any one claiming under him; or 

(2) any act or omission which the law specially declares to be 
fraudulent, without respect to actual fraud. 

§ 1050. Actual fraud as question of fact 
Actual fraud is always a question of fact. 

§ 1051. Undue influence 
Undue influence consists in: 

(1) the use, by one in whom a confidence is reposed by another, 
or who holds a real or apparent authority over him, of the con
fidence or authority for the purpose of obtaining an unfair ad
vantage over him; 

(2) taking an unfair advantage of another's weakness of mind; 
or 

(3) taking a grossly oppressive and unfair advantage of an
other's necessities or distress. 

§ 1052. Kinds of mistake 
Mistake may be either of fact or law. 

§ 1053. Mistake of fact 
Mistake of fact is a mistake, not caused by the neglect of a legal 

duty on the part of the person making the mistake, and consisting in: 
(1) an unconscious ignorance or forgetfulness of a fact past 

or present, material to the contract; or 
(2) belief in the present existence of a thing material to the 

contract which does not exist, or in the past existence of such a 
thing, which has not existed. 

§ 1054. Mistake of law 
Mistake of law is a mistake, within the meaning of this subchapter, 

only when it arises from a misapprehension of the law: 
(1) by all parties, all supposing that they knew and under

stood it, and all making substantially the same mistake as to the 
law; or 

(2) by one party, of which the others are aware at the time of 
contracting, but which they do not rectify. 
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§ 1055. Mistake of foreign laws 
Mistake of foreign laws is a mistake of fact. 

§ 1056. Mutuality of consent 
Consent is not mutual unless the parties all agree upon the same 

thing in the same sense; but in certain cases defined by chapter 35 
of this title, relating to the interpretation of contracts, they are to 
be deemed so to agree without regard to the fact. 
§ 1057. Communication of consent 

Consent may be communicated with effect, only by some act or omis
sion of the party contracting, by which he intends to communicate 
it, or which necessarily tends to communication. 
§ 1058. Communication of acceptance of proposal 

If a proposal prescribes conditions concerning the communica
tion of its acceptance, the proposer is not bound unless they are con
formed to; but in other cases any reasonable and usual mode may 
be adopted. 
§ 1059. Completion of communication 

Consent is deemed to be fully communicated between the parties 
as soon as the party accepting a proposal has put his acceptance in the 
course of transmission to the proposer, in conformity to section 1058 
of this title. 
§ 1060. Acceptance of proposal 

Performance of the conditions of a proposal, or the acceptance of 
the consideration offered with a proposal, is an acceptance of the pro
posal. 
§ 1061. Absolute or qualified acceptance 

An acceptance must be absolute and unqualified, or must include 
in itself an acceptance of that character which the proposer can sep
arate from the rest, and which will conclude the person accepting. 
A qualified acceptance is a new proposal. 
§ 1062. Time for revoking proposal 

A proposal may be revoked at any time before its acceptance is com
municated to the proposer, but not afterwards. 
§ 1063. Method of revoking proposal 

A proposal is revoked by: 
(1) communication of notice of revocation by the proposer to 

the other party, in the manner prescribed by sections 1057-1059 
of this title, before his acceptance has been communicated to the 
former; 

(2) the lapse of the time prescribed in the proposal for its ac
ceptance, or if no time is so prescribed, the lapse of a reasonable 
time without communication of the acceptance; 

(3) the failure of the acceptor to fulfill a condition precedent 
to acceptance; or 

(4) the death or insanity of the proposer. 
§ 1064. Ratification of voidable contract 

A contract which is voidable solely for want of due consent, may be 
ratified by a subsequent consent. 
§ 1065. Consent by acceptance of benefits 

A voluntary acceptance of the benefit of a transaction is equivalent 
to a consent to all the obligations arising from it, as far as the facts are 
known, or ought to be known, to the person accepting. 
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Subchapter IV—Object 

§ 1081. Object defined 
The object of a contract is the thing which it is agreed, on the part 

of the party receiving the consideration, to do or not to do. 
§ 1082. Requisites of the object 

The object of a contract must be lawful when the contract is made, 
and possible and ascertainable by the time the contract is to be per
formed. 
§ 1083. Impossibility defined 

Everything is deemed possible except that which is impossible in 
the nature of things. 

§ 1084. Unlawful, impossible, or unascertainable object 
Where a contract has but a single object, and that object is unlaw

ful, whether in whole or in part, or wholly impossible of performance, 
or so vaguely expressed as to be wholly unascertainable, the entire con
tract is void. 

§ 1085. One of several objects unlawful 
Where a contract has several distinct objects, of which one at least 

is lawful, and one at least is unlawful, in whole or in part, the con
tract is void as to the latter and valid as to the rest. 

Subchapter V—Consideration 

§ 1101. Good consideration defined 
A benefit conferred, or agreed to be conferred, upon the promisor, 

by another person, to which the promisor is not lawfully entitled, 
or a prejudice suffered, or agreed to be suffered, by another person, 
other than such as he is at the time of consent lawfully bound to suffer, 
as an inducement to the promisor, is a good consideration for a 
promise. 
§ 11D2. Legal or moral obligation 

An existing legal obligation resting upon the promisor, or a moral 
obligation originating in a benefit conferred upon the promisor, 
or prejudice suffered by the promisee, is also a good consideration for 
a promise, but only to an extent corresponding with the extent of the 
obligation. 

§ 1103. Lawful consideration 
The consideration of a contract must be lawful within the meaning 

of section 1241 of this title. 
§ 1104. Effect of illegal consideration 

If a part of a single consideration for one or more objects, or of 
several considerations for a single object, is unlawful, the entire 
contract is void. 
§ 1105. Executed or executory consideration 

A consideration may be executed or executory, in whole or in part. 
Insofar as it is executory it is subject to sections 1081-1085 of this title. 
§ 1106. Executory consideration 

When a consideration is executory, it is not indispensable that the 
contract specify its amount or the means of ascertaining it. I t may 
be left to the decision of a third person, or regulated by any specified 
standard. 
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§ 1107. Ascertainment of consideration 
When a contract does not determine the amount of the considera

tion, nor the method by which it is to be determined, or when it leaves 
the amomit thereof to the discretion of an interested party, the con
sideration must be as much money as the object of the contract is 
reasonably worth, 
§ 1108. Impossibility of ascertaining consideration 

(a) Where a contract provides an exclusive method by which its 
consideration is to be determined, which method is on its face impos
sible of execution, the entire contract is void. 

(b) Where a contract provides an exclusive method by which its 
consideration is to be determined, which method appears possible on 
its face, but in fact is, or becomes, impossible of execution, such pro
vision only is void. 

(c) This section does not apply to cases provided for by sections 
1429 and 1430 of this title. 
§ 1109. Written instrument 

A written instrument is presumptive evidence of a consideration. 
§ 1110. Burden of proving want of consideration 

The burden of showing a want of consideration sufficient to support 
an instrument lies with the party seeking to invalidate or avoid it. 

CHAPTER 33—CREATION OF CONTRACTS 
Sec. 
1141. Kiuds of contracts. 
1142. Express contract defined. 
1143. Implied contract defined. 
1144. Oral contracts. 
1145. Contract not in writing through fraud. 
1146. Statute of frauds. 
1147. Effect of written contract on negotiations or stipulations. 
1148. Written contract effective upon delivery. 
1149. Law governing delivery of written contracts. 
1150. Sealed and unsealed instruments. 
§ 1141. Kinds of contracts 

A contract is either express or implied. 

§ 1142. Express contract defined 
An express contract is one the terms of which are stated in words. 

§ 1143. Implied contract defined 
An implied contract is one the existence and terms of which are 

manifested by conduct. 
§ 1144. Oral contracts 

All contracts ma^ be oral, except such as are specially required by 
statute to be in writing. 
§ 1145. Contract not in writing through fraud 

If a contract, which is required by law to be in writing, is prevented 
from being put into writing by the fraud of a party thereto, any 
other party who is by that fraud led to believe that it is in writing, 
and acts upon that belief to his prejudice, may enforce it against the 
fraudulent party. 

§ 1146. Statute of frauds 
The following contracts are invalid, unless the same, or some note 

or memorandum thereof, is in writing and subscribed by the party to 
be charged, or by his agent: 

(1) an agreement that by its terms is not to be performed with
in a year from the making thereof; 
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(2) a special promise to answer for the debt, default, or miscar
riage of another, except in the cases provided for by section 3714 
of this title; 

(3) an agreement made upon consideration of marriage; 
(4) an agreement for the leasing for a longer period than one 

year, or for the sale of real property, or of an interest therein; 
and such an agreement, if made by an agent of the party sought 
to be charged, is invalid, unless the authority of the agent is in 
writing, subscribed by the party sought to be charged; 

(6) an agreement authorizing or employing an agent or broker 
to purchase or sell real estate for compensation or a commission; 

(6) an agreement which by its terms is not to be performed 
during the lifetime of the promisor, or an agreement to devise or 
bequeath property, or to make provision for a person by will. 

§ 1147. Effect of written contract on negotiations or stipula
tions 

The execution of a contract in writing, whether the law requires it 
to be written or not, supersedes all the negotiations or stipulations 
concerning its matter which preceded or accompanied the execution 
of the instrument. 
§ 1148. Written contract effective upon delivery 

A contract in writing takes effect upon its delivery to the party in 
whose favor it is made, or to his agent. 
§ 1149. Law governing delivery of written contracts 

Sections 594-598 of this title, concerning the delivery of grants, 
absolute and conditional, apply to all written contracts. 
§ 1150. Sealed and unsealed instruments 

All distinctions between sealed and unsealed instruments are 
abolished. 

CHAPTER 35—INTERPRETATION OF CONTRACTS 
Sea 
1181. Uniformity of interpretation. 
1182. Intention of parties. 
1183. Ascertainment of intention generally. 
1184. Language of contract 
1185. Written contracts. 
1186. Writing disregarded. 
1187. Contract taken as a whole. 
1188. Several contracts to be taken together. 
1189. Interpretation in favor of contract 
1190. Words in their ordinary sense. 
1191. Technical words. 
1192. Law and usage of place. 
1193. Explanation by reference to circumstances. 
1194. Restriction to object of contract. 
1195. Ambiguity or imcertainty of promise. 
1196. Particular clauses; general intent. 
1197. Partly written and printed contracts. 
1198. Reconciliation of repugnancies. 
1199. Inconsistent words. 
1200. Interpretation against party causing uncertainty. 
1201. Implied stipulations. 
1202. Necessary incidents implied. 
1203. Time of i)erformance of contract. 
1204. Joint and several promise. 
1205. Executed and executory contracts. 
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§ 1181. Uniformity of interpretation 
All contracts, whether public or private, shall be interpreted by the 

same rules, except as otherwise provided by this title. 

§ 1182. Intention of parties 
A contract shall be so interpreted as to give eflfect to the mutual 

intention of the parties as it existed at the time of contracting, as far 
as the same is ascertainable and lawful. 

§ 1183. Ascertainment of intention generally 
For the purpose of ascertaining the intention of the parties to a 

contract, if otherwise doubtful, the rules given in this chapter shall 
apply. 
§ 1184. Language of contract 

The language of a contract shall govern its interpretation^ if the 
language is clear and explicit, and does not involve an absurdity. 
§ 1185. Written contracts 

When a contract is reduced to writing, the intention of the parties 
shall be ascertained from the writing alone, if possible; subject, how
ever, to the other provisions of this chapter. 

§ 1186. Writing disregarded 
When, through fraud, mistake, or accident, a written contract fails 

to express the real intention of the parties, that intention shall be re
garded, and the erroneous parts of the writing disregarded. 
§ 1187. Contract taken as a whole 

The whole of a contract shall be taken together, so as to give eflfect 
to every part, if reasonably practicable, each clause helping to inter
pret the other. 
§ 1188. Several contracts to be taken together 

Several contracts relating to the same matters, between the same 
parties, and made as parts of substantially one transaction, shall be 
taken together. 

§ 1189. Interpretation in favor of contract 
A contract shall receive such an interpretation as will make it 

lawful, operative, definite, reasonable, and capable of being carried 
into effect, if it can be done without violating the intention of the 
parties. 

§ 1190. Words in their ordinary sense 
The words of a contract shall be understood in their ordinary and 

popular sense, rather than according to their strict legal meaning, 
unless used by the parties in a technical sense, or unless a special 
meaning is given to them by usage, in which case the latter shall be 
followed. 

§ 1191. Technical words 
Technical words shall be interpreted as usually understood by per

sons in the profession or business to which they relate, unless clearly 
used in a different sense. 

§ 1192. Law and usage of place 
A contract shall be interpreted according to the law and usage of the 

place where it is to be performed; or, if it does not indicate a place of 
performance, according to the law and usage of the place where it is 
made. 

§ 1193. Explanation by reference to circumstances 
A contract may be explained by reference to the circumstances under 

which it was made, and the matter to which it relates. 
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§ 1194. Restriction to object of contract 
However broad may be the term of a contract, it extends only to 

those things concerning which it appears that the parties intended to 
contract. 
§ 1195. Ambiguity or uncertainty of promise 

If the terms of a promise are in any respect ambiguous or uncertain, 
it shall be interpreted in the sense in which the promisor believed, at 
the time of making it, that the promisee understood it. 
§ 1196. Particular clauses; general intent 

Particular clauses of a contract are subordinate to its general intent. 

§ 1197. Partly written and printed contracts 
If a contract is partly written and partly printed, or if part of it 

is written or printed under the special directions of the parties, and 
with a special view to their intention, and the remainder is copied 
from a form originally prepared without special reference to the 
particular parties and the particular contract in question, the written 
parts control the printed parts, and the parts which are purely 
original control those which are copied from a form. And if the 
two are absolutely repugnant, the latter shall be so far disregarded. 
§ 1198. Reconciliation of repugnancies 

Repugnancy in a contract shall be reconciled, if possible, by such 
an interpretation as will ^ v e some effect to the repugnant clauses, 
subordinate to the general intent and purpose of the whole contract. 
§ 1199. Inconsistent words 

Words in a contract which are wholly inconsistent with its nature, 
or with the main intention of the parties, shall be rejected. 
§ 1200. Interpretation against party causing uncertainty 

In cases of uncertainty not removed by the preceding rules, the 
language of a contract shall be interpreted most strongly against 
the party who caused the uncertainty to exist. The promisor is 
presumed to be that party; except in a contract between a public 
officer or body, as such, and a private party, in which it is presumed 
that all uncertainty was caused by the private party. 

§ 1201. Implied stipulations 
Stipulations which are necessary to make a contract reasonable, or 

conformable to usage, are implied, in respect to matters concerning 
which the contract does not manifest a contrary intention. 

§ 1202. Necessary incidents implied 
All things that in law or usage are considered as incidental to a 

contract, or as necessary to carry it into effect, are implied therefrom, 
unless some of them are expressly «mentioned therein, when all other 
things of the same class are deemed to be excluded. 

§ 1203. Time of performance of contract 
If a time is not specified for the performance of an act required to 

be performed, a reasonable time is allowed. If the act is in its nature 
capable of being done instantly—as, for example, if it consists in the 
])ayment of money only—it shall be performed immediately upon the 
thing to be done being exactly ascertained. 
§ 1204. Joint and several promise 

(a) Where all the parties who unite in a promise i-eceive some 
benefit from the consideration, whether past or present, their promise 
is presumed to be joint and several. 

(b) A promise, made in the singular number, but executed by sev
eral persons, is presumed to be joint and several. 
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§ 1205. Executed and executory contracts 
An executed contract is one, the object of which is fully performed. 

All others are executory. 

CHAPTER 37—UNLAWFUL CONTRACTS 
Sec. 
1241. Unlawful defined. 
1242. Contracts contrary to policy of law. 
1243. Liquidated damages. 
1244. Contracts in restraint of trade; partnership agreements. 
1245. Contracts in restraint of marriage. 
§ 1241. Unlawful defined 

That is not lawful which i s : 
(1) contrary to an express provision of law; 
(2) contrary to the policy of express law, though not expressly 

prohibited; or 
(3) otherwise contrary to good morals. 

§ 1242. Contracts contrary to policy of law 
Contracts which have for their object, directly or indirectly, to 

exempt anyone from responsibility for his own fraud, or willful in
jury to the person or property of another, or violation of law, whether 
willful or negligent, are agamst the policy of the law. 

§ 1243. Liquidated damages 
(a) Except as expressly provided in subsection (b) of this sec

tion, a contract by which the amount of damage to be paid, or other 
compensation to be made, for a breach of an obligation, is determined 
in anticipation thereof, is to that extent void. 

(b) The parties to a contract may agree therein upon an amount 
which shall be presumed to be the amount of damage sustained by a 
breach thereof, when, from the nature of the case, it would be imprac
ticable or extremely difficult to fix the actual damage. 

§ 1244. Contracts in restraint of trade; partnership agreements 
(a) Except as provided in subsection (b) of this section, contract 

by which anyone is restrained from exercising a lawful profession, 
trade, or business of any kind is to that extent void. 

(b) Partners may, upon or in anticipation of a dissolution of the 
partnership, agree that none of them will carry on a similar business 
within the same city or town where the partnership business has been 
transacted, or within a specified part thereof. 

§ 1245. Contracts in restraint of marriage 
A contract in restraint of the marriage of any person, other than a 

minor, is void. 

CHAPTER 39—EXTINCTION OF CONTRACTS 

BUBCHAPTEB I GENERAL PBOVISIONS 
Sec. 
1271. Extinguishment. 

SUBCHAFTEB n—BESCI88I0X 

1291. Extinguishment by rescission. 
1292. Grounds for rescission. 
1293. Stipulations against right to rescind. 
1294. Procedure for rescission. 

SUBCHAPTER III—ALTEBATION AND CANCELLATION 

1311. Alteration of Terbal contract. 
1312. Alteration of written contract. 
1313. Destruction or cancellation by consent of parties. 
1314. Destruction, cancellation, or alteration by beneficiary. 
1315. Alteration or destruction of duplicate. 
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Subchapter I—General Provisions 

§ 1271. Extinguishment 
A contract may be extinguished in like manner with any other obli

gation, and also in the manner prescribed by this chapter. 

Subchapter II—Rescission 

§ 1291. Extinguishment by rescission 
A contract is extinguished by its rescission. 

§ 1292. Grounds for rescission 
A party to a contract may rescind it in the following cases only: 

(1) if the consent of the party rescinding, or of any party 
jointly contracting with him, was given by mistake, or obtained 
through duress, menace, fraud, or undue influence, exercised by 
or with the connivance of the party as to whom he rescinds, or of 
any other party to the contract jointly interested with that party; 

(2) if J through the fault of the party as to whom he rescinds, 
the consideration for his obligation fails, in whole or in par t ; 

(3) if the consideration becomes entirely void from any cause; 
(4) if the consideration, before it is rendered to him, fails in 

a material respect, from any cause; 
(5) by consent of all the other parties; or 
(6) under the circumstances provided for by chapter 45 of this 

title, relating to sales of goods. 

§ 1293. Stipulations against right to rescind 
A stipulation that errors of description shall not avoid a contract, 

or shall be the subject of compensation, or both, does not take away 
the right of rescission for fraud, nor for mistake, where the mistake 
is in a matter essential to the inducement of the contract, and is not 
capable of exact and entire compensation. 
§ 1294. Procedure for rescission 

Rescission, when not effected by consent, may be accomplished only 
by the use, on the part of the party rescinding, of reasonable diligence 
to ; 

(1) rescind promptly, upon discovering the facts which entitle 
him to rescind, if he is free from duress, menace, undue influence, 
or disability, and is aware of his right to rescind; and 

(2) restore to the other party everything of value which he has 
received from him under the contract; or offer to restore the same, 
upon condition that the other party shall do likewise, unless the 
latter is unable or positively refuses to do so. 

Subchapter III—Alteration and Cancellation 

§ 1311. Alteration of verbal contract 
A contract not in writing may be altered in any respect by consent 

of the parties, in writing, without a new consideration, and is extin
guished thereby to the extent of the new alteration. 
§ 1312. Alteration of written contract 

A contract in writing may be altered only by a contract in writing 
or an executed oral agreement. 
§ 1313. Destruction or cancellation by consent of parties 

The destruction or cancellation of a written contract, or of the sig
nature of the parties liable thereon, with intent to extinguish the 
obligation thereof, extinguishes it as to all the parties consenting to 
the act. 
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§ 1314. Destruction, cancellation, or alteration by beneficiary 
The intentional destruction, cancellation, or material alteration of a 

written contract, by a party entitled to any benefit under it, or with his 
consent, extinguishes all the executory obligations of the contract in 
his favor, against parties who do not consent to the act. 
§ 1315. Alteration or destruction of duplicate 

Where a contract is executed in duplicate, an alteration or destruc
tion of one copy, while the other exists, is not within the purview of 
section 1314 of this title. 

CHAPTER 41—OBLIGATIONS IMPOSED BY LAW 
8ec 
1351. Abstinence from injuring others. 
1352. Damages for deceit. 
1353. Deceit defined. 
1354. Deceit upon the public or a ciass. 
1355. Thing wrongfully acquired; restoration. 
1356. Same; demand for restoration. 
1357. Willful acts and negligence; contributory negligence. 

§ 1351. Abstinence from injuring others 
Every person is bound, without contract, to abstain from injuring 

the person or property of another, or infringing upon any of his rights. 
§ 1352. Damages for deceit 

One who willfully deceives another with intent to induce him to 
alter his position to his injury, or risl^, is liable for any damage which 
he thereby suffers. 
§ 1353. Deceit defined 

A deceit, within the meaning of section 1352 of this title, is: 
(1) the sugg^tion, as a fact, of that which is not true, by one 

who does not believe it to be true; 
(2) the assertion, as a fact, of that which is not true, by one 

who has no reasonable ground for believing it to be true; 
(3) the suppression of a fact, by one who is bound to disclose it, 

or who gives information of other facts which are lilcely to mislead 
for want of communication of that fact; or 

(4) a promise made without any intention of performing it. 
§ 1354. Deceit upon the public or a class 

One who practices a deceit with intent to defraud the public, or a 
particular class of persons, is deemed to have intended to derraud 
every individual in that class, who is actually misled by the deceit. 
§ 1355. Thing wrongfully acquired; restoration 

One who obtains a thing without the consent of its owner, or by a 
consent afterwards rescinded, or by an unlawful exaction which the 
owner could not at the time prudently refuse, must restore it to the 
person from whom it was thus obtained, unless 

(1) he has acquired a title thereto superior to that of the other 
person; or 

(2) the transaction was corrupt and unlawful on both sides. 
§ 1356. Same; demand for restoration 

The restoration required by section 1355 of this title must be made 
without demand, except where a thing is obtained by mutual mistake, 
in which case the party obtaining the thing is not bound to return it 
until he has notice of the mistalse. 
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§ 1357. Willful acts and negligence; contributory negligence 
Everyone is responsible, not only for the result of his willful acts, 

but also for an injury occasioned to another by his want of ordinary 
care or skill in the management of his property or person, except as 
far as the latter has willfully brought the injury upon himself. 
Want of ordinary care on the part of the injured person does not 
bar a recovery, but the damages shall be diminished by the court or 
jury in proportion to the want of ordinary care attributable to that 
person. The extent of liability in the cases covered by this section 
is defined by chapter 109 of this title, relating to compensatory relief. 

CHAPTER 43—GENERAL PROVISIONS AFFECTING 
CHAPTERS 45 TO 105 

Sec 
1391. Waiver of provisions; intention of parties. 
§ 1391. Waiver of provisions; intention of part ies 

Except where it is otherwise declared, the provisions of chapters 
40-106 of this title, with respect to the rights and obligations of parties 
to contracts, are subordinate to the intention of the parties^ when ascer
tained in the manner prescribed by chapter 35 of this title, relating 
to the interpretation of contracts; and the benefit thereof may be 
waived by a party entitled thereto, imless the waiver would be against 
public policy. 

CHAPTER 45—SALES OF GOODS 

BTmOHAPTEB I—THE CONTBAOT 

Article A—Formation of the Contract 
Sec 
1421. Contracts to sell and sales. 
1422. Capacity; liability for necessaries. 

Article B—Formalities of the Contract 
1423. Form of contract or sale. 
1424. Statute of frauds. 

Article C—Subject Matter of Contract 
1425. Existing and future goods. 
1426. Undivided shares. 
1427. Destruction of goods sold. 
1428. Destruction of goods contracted to be sold. 

Article D—The Price 
1429. Definition and ascertainment of price. 
1430. Sale at a valuation. 

Article E—Conditions and WarrantieB 
1431. Effect of conditions. 
1432. Definition of express warranty. 
1433. Implied warranties of title. 
1434. Implied warranty in sale by description. 
1435. Implied warranties of quality. 

Article F—Sale by Sample 
1436. Implied warranties in sale by sample. 

, • *' STTBCHAFTEB II—TBAITSFIS OF PBOPKETT AND TITIJi 

Article A—Transfer of Property as Between Seller and Buyer 
1441. No property passes until goods are ascertained. 
1442. Property in specific goods passes when parties so intend. 
1443. Rules for ascertaining intention. 
1444. Reservation of right of possession or property when goods are shipped. 
1445. Sale by auction. 
1446. Risk of loss. 
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Article B—Transfer of Title 
Sec. 
1447. Sale by a person not the owner. 
1448. Sale by one having a voidable title. 
1449. Sale by seller in possession of goods already sold. 
1450. Creditors' rights against sold goods in seller's possession. 
1451. Definition of negotiable documents of title. 
1452. Negotiation of negotiable documents by delivery. 
1453. Negotiation of negotiable documents by indorsement. 
1454. Negotiable documents of title marked "not negotiable". 
1455. Transfer of nonnegotiable documents. 
1456. Who may negotiate a document. 
1457. Rights of person to whom document has been negotiated. 
1458. Rights of person to whom document has been transferred. 
1459. Transfer of negotiable document without indorsement. 
1460. Warranties on sale of document. 
1461. Indorser not a guarantor. 
1462. When negotiation not impaired by fraud, mistake, or duress. 
1463. Attachment or levy upon goods for which a negotiable document has been 

issued. 
1464. Creditors' remedies to reach negotiable documents. 

SUBCHAPTEB III—^PERFORMANCE OF THE CONTRACT 

1471. Seller must deliver and buyer accept goods. 
1472. Delivery and payment are concurrent conditions. 
1473. Place, time, and manner of delivery. 
1474. Delivery of wrong quantity. 
1475. Delivery in installments. 
1476. Delivery to a carrier on behalf of the buyer. 
1477. Right to examine the goods. 
1478. What constitutes acceptance. 
1479. Acceptance does not bar action for damages. 
1480. Buyer is not bound to return goods wrongly delivered. 
1481. Buyer's liability for failing to accept delivery. 

SOBOHAPTEE IV—BIGHTS OF UNPAID SELLER 

Article A—Rights of Unpaid Seller Against the Goods 
1491. Definition of unpaid seller. 
1492. Remedies of an unpaid seller. 

Article B—Unpaid Seller's Lien 
1493. When right of lien may be exercised. 
1494. Lien after part delivery. 
1495. When lien is lost. 

Article C—Stoppage in Transitu 
1496. Seller may stop goods on buyer's insolvency. 
1497. When goods are in transit. 
1498. Ways of exercising the right to stop. 

Article D—Resale by the Seller 
1499. When and how resale may be made. 

Article E—Rescission by the Seller 
1500. When and how the seller may rescind the sale. 
1501. Effect of sale of goods subject to lien or stoppage in transitu. 

SUBCHAPTER V—ACTION FOR BREACH OF CONTRACT 

Article A—Remedies of the Seller 
1511. Action for the price. 
1512. Action for damages for nonacceptance of goods. 
1513. When seller may rescind contract or sale. 

Article B—Remedies of the Buyer 
1514. Action for converting or detaining goods. 
1515. Action for failing to deliver goods. 
1516. Specific performance. 
1517. Remedies for breach of warranty. 
1518. Interest and special damages. 
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SUBCHAPTEB VI—IMTEBPBETATIOM 
Sec. 
1531. Variation of implied obligations. 
1532. Rights may be enforced by action. 
1533. Rules for cases not provided for by this chapter. 
1534. Interpretation shall give effect to purpose of uniformity. 
1535. Provisions not applicable to mortgages. 
1536. Definitions. 
1537. Chapter not to affect warehouse laws. 
1538. Short title. 

Subchapter I—^The Contract 

Article A—Formation of the Contract 
§ 1421. Contracts to sell and sales 

(a) A contract to sell goods is a contract whereby the seller agrees 
to transfer the property in goods to the buyer for a consideration 
called the price. 

(b) A sale of goods is an agreement whereby the seller transfers the 
property in goods to the buyer for a consideration called the price. 

(c) A contract to sell or a sale may be absolute or conditional. 
(d) There may be a contract to sell or a sale between one part owner 

and another. 

§ 1422. Capacity; liability for necessaries 
Capacity to buy and sell is regulated by the general law concerning 

capacity to contract, and to transfer and acquire property. 
Where necessaries are sold and delivered to an infant, or to a person 

who by reason of mental incapacity or drunkenness is incompetent to 
contract, he must p a j a reasonable price therefor. 

Necessaries in this section mean goods suitable to the condition in 
life of such infant or other person, and to his actual requirements at 
the time of delivery. 

Article B—Formalities of the Contract 

§ 1423. Form of contract or sale { 
Subject to the provisions of this chapter and of any stjatute in that 

behalf, a contract to sell or a sale may be made in writing (either 
with or without seal), or by word of mouth, or partly in writing and 
partly by word of mouth, or may be inferred from the conduct of 
the parties. 

§ 1424. Statute of frauds 
(a) A contract to sell or a sale of any goods or choses in action of 

the value of $500 or upwards shall not be enforceable by action unless 
the buyer shall accept part of the goods or choses in action so con
tracted to be sold or sold, and actually receive the same, or give some
thing in earnest to bind the contract, or in part payment, or unless 
some note or memorandum in writing of the contract or sale be signed 
by the party to be charged or his a^ent in that behalf. 

(b) The provisions of this section apply to every such contract or 
sale, notwithstanding that the goods may be intenaed to be delivered 
at some future time or may not at the time of such contract or sale 
be actually made, procured, or provided, or fit or ready for delivery, 
or some act may be requisite for the making or completing thereof, 
or rendering the same fit for delivery; but if the goods are to be 
manufactured by the seller especially for the buyer and are not suit
able for sale to others in the ordinary course of the seller's business, 
the provisions of this section shall not apply. 

(c) There is an acceptance of goods within the meaning of this sec-
fion when the buyer, either before or after delivery of the goods, 
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expresses by words or conduct his assent to becoming the owner of 
those specific goods. 

Article C—Subject Matter of Contract 

§ 1425. Existing and future goods 
(a) The goods which form the subject of a contract to sell may be 

either existing goods, owned or possessed by the seller, or goods to be 
manufactured or acquired by the seller after the making of the con
tract to sell, in this chapter called "future goods." 

(b) There may be a contract to sell goods, the acquisition of which 
by the seller depends upon a contingency which may or may not 
happen. 

(c) Where the parties purport to effect a present sale of future 
goods, the agreement operates as a contract to sell the goods. 
§ 1426. Undivided shares 

(a) There may be a contract to sell or a sale of an undivided share 
of goods. If the parties intend to effect a present sale, the buyer, by 
force of the agreement, becomes an owner in common with the owner 
or owners of tne remaining shares. 

(b) In the case of fungible goods, there may be a sale of an un
divided share of a specific mass, though the seller purports to sell 
and the buyer to buy a definite number, weight or measure of the 
goods in the mass, and though the number, weight or measure of the 
goods in the mass is undetermined. By such a sale the buyer be
comes owner in common of such a share of the mass as the number, 
weight, or measure bought bears to the number, weight, or measure 
of the mass. If the mass contains less than the number, weight, or 
measure bought, the buyer becomes the owner of the whole mass and 
the seller is bound to make good the deficiency from similar goods 
unless a contrary intent appears. 
§ 1427. Destruction of goods sold 

(a) Where the parties purport to sell specific goods, and the goods 
without the knowledge of the seller have wholly perished at the time 
when the agreement is made, the agreement is void. 

(b) "Where the parties purport to sell specific goods, and the goods 
without the knowledjste of the seller have perished in part or have 
wholly or in a material part so deteriorated in quality as to be sub
stantially changed in character, the buyer may at his option treat 
the sale: 

(1) as avoided; or 
(2) as transferring the property in all of the existing goods or 

in so much thereof as have not deteriorated, and as binding the 
buyer to pay the full agreed price if the sale was indivisible, or to 
pay the agreed price for the goods in which the property passes if 
the sale was divisible. 

g 1428. Destruction of goods contracted to be sold 
(a) Where there is a contract to sell specific goods, and subsequently, 

but before the risk passes to the buyer, without any fault on the part 
of the seller or the buyer, the goods wholly perish, the contract is 
thereby avoided. 

(b) "Wliere there is a contract to sell specific goods, and subse
quently, but before the risk passes to the buyer, without any fault of 
the seller or the buyer, part of the goods perish or the whole or a 
material part of the goods so deteriorate in quality as to be substan-
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tially changed in character, the buyer may at his option treat the 
contract: 

(1) as avoided; or 
(2) as binding the seller to transfer the property in all of the 

existing goods, or in so much thereof as have not deteriorated, and 
as binding the buyer to pay the full agreed price if the contract 
was indivisible, or to pay the agreed price for so much of the 
goods as the seller, by the buyers option, is bound to transfer 
if the contract was divisible. 

Article D—The Price 

§ 1429. Definition and ascertainment of price 
(a) The price may be fixed by the contract, or may be left to be 

fixed in such manner as may be agreed, or it may be determined by 
the course of dealing between the parties. 

(b) The price may be made payable in any personal property. 
(c) Where transferring or promising to transfer any interest in 

real estate constitutes the whole or part of the consideration for 
transferring or for promising to transfer the property in goods, this 
chapter shall not apply. 

(d) Where the price is not determined in accordance with the fore
going provisions the buyer must pay a reasonable price. What is 
a reasonable price is a question of fact dependent on the circum
stances of each particular case. 

§ 1430. Sale at a valuation 
(a) Where there is a contract to sell or a sale of goods at a price 

or on terms to be fixed by a third person, and such third person with
out fault of the seller or the buyer, cannot or does not fix the price or 
terms, the contract or the sale is thereby avoided; but if the goods or 
any part thereof have been delivered to and appropriated by the 
buyer he must pay a reasonable price therefor. 

(b) Where such third person is prevented from fixing the price or 
terms by fault of the seller or the buyer, the party not in fault may 
have such remedies against the party in fault as are allowed by sub
chapters IV and V of this chapter. 

Article E—Conditions and Warranties 

§ 1431. Effect of conditions 
(a) Where the obligation of either party to a contract to sell or a 

sale is subject to any condition which is not performed, such party 
may refuse to proceed with the contract or sale or he may waive per
formance of the condition. If the other party has promised that the 
condition should happen or be performed, such first mentioned party 
may also treat the nonperformance of the condition as a breach of 
warranty. 

(b) Where the property in the goods has not passed, the buyer may 
treat the fulfillment by the seller of his obligation to furnish goods 
as described and as warranted expressly or by implication in the 
contract to sell as a condition of the obligation of the buyer to per
form his promise to accept and pay for the goods. 
§ 1432. Definition of express warranty 

Any affirmation of fact or any promise by the seller relating to the 
goods is an express warranty if the natural tendency of such affirma
tion or promise is to induce the buyer to purchase the goods, and if 
the buyer purchases the goods relying thereon. No affirmation of the 
value of the goods, nor any statement purporting to be a statement of 
the seller's opinion only shall be construed as a warranty. 
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§ 1433. Implied warranties of title 
In a contract to sell or a sale, unless contrary intention appears, 

there is: 
(1) an implied warranty on the part of the seller that in case 

of a sale he has a rig:ht to sell the goods, and that in case of a 
contract to sell he will have a right to sell the goods at the time 
when the property is to pass; 

(2) an implied warranty that the buyer shall have and enjoy 
quiet possession of the goods as against any lawful claims existmg 
at the time of the sale ; 

(3) an implied warranty that the goods shall be free at the 
time of the sale from any cnarge or encumbrance in favor of any 
third person, not declared or known to the buyer before or at the 
time when the contract or sale is made. 

This section does not, however, render liable a marshal, auctioneer, 
mortgagee, or other person professing to sell by virtue of authority in 
fact or law goods in which a third person has a legal or equitable 
interest. 

§ 1434. Implied war ran ty in sale by description 
Where there is a contract to sell or a sale of goods by description, 

there is an implied warranty that the goods shall correspond with 
the description and if the contract or sale be by sample, as well as by 
description, it is not sufficient that the bulk of the goods corresponds 
with the sample if the goods do not also correspond with the descrip
tion. 

§ 1435. Implied warrant ies of quality 
Subject to the provisions of this chapter and of any statute in that 

behalf, there is no implied warranty or condition as to the quality or 
fitness for any particular purposes of goods supplied under a contract 
to sell or a sale, except as follows: 

(1) where the buyer, expressly or by implication, makes known 
to the seller the particular purpose for which the goods are re
quired, and it appears that the buyer relies on the seller's skill 
or judgment (whether he be the grower or manufacturer or not), 
there is an implied warranty that the goods shall be reasonably 
fit for such purpose; 

(2) where the goods are bought by description from a seller 
who deals in goods of that description (whether he be the grower 
or manufacturer or not) , there is an implied warranty that the 
goods shall be of merchantable quality; 

(3) if the buyer has examined the goods, there is no implied 
warranty as regards defects which such examination ought to 
have revealed; 

(4) in the case of a contract to sell or a sale of a specified 
article under its patent or other trade name, there is no implied 
warranty as to its fitness for any particular purpose; 

(5) an implied warranty or condition as to quality or fitness 
for a particular purpose may be annexed by the usage of trade; 

(6) an express warranty or condition does not negative a war
ranty or condition implied under this chapter unless inconsistent 
therewith. 

Article F—Sale by Sample 

§ 1436. Implied warrant ies in sale by sample 
In the case of a contract to sell or a sale by sample: 

(1) there is an implied warranty that the bulk shall correspond 
with the sample in quality; 
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(2) there is an implied warranty that the buyer shall have a 
reasonable opportunity of comparing the bulk with the sample, 
except so far as otherwise provided by section 1477(c) of this 
title; 

(3) if the seller is a dealer in goods of that kind, there is an 
implied warranty that the goods shall be free from any defect 
rendering them unmerchantable which would not be apparent 
on reasonable examination of the sample. 

Subchapter II—^Transfer of Property and Title 

Article A— T̂ransfer of Property as Between Seller and Buyer 

§ 1441. Proper ty not to pass until goods are ascertained 
Where there is a contract to sell unascertained goods, property in 

the goods is not transferred to the buyer unless and until the goods are 
ascertained, but property in an undivided share of ascertained goods 
may be transferred as provided by section 1426 of this title. 

§ 1442. Property in specific goods passes when parties so intend 
(a) Where there is a contract to sell specific or ascertained goods, 

the property in them is transferred to the buyer at such time as the 
parties to the contract intend it to be transferred. 

(b) For the purpose of ascertaining the intention of the parties, 
regard shall be had to the terms of the contract, the conduct of the 
parties, usages of trade, and the circumstances of the case. 

§ 1443. Rules for ascertaining intention 
Unless a different intention appears, the following are rules for 

ascertaining the intention of the parties as to the time at which the 
property in the goods is to pass to the buyer: 

RULE 1. Where there is an unconditional contract to sell specific 
goods, in a deliverable state, the property in the goods passes to the 
buyer when the contract is made and it is immaterial whether the 
time of payment, or the time of delivery, or both, be postponed. 

RULE 2. Where there is a contract to sell specific goods and the 
seller is bound to do something to the goods, for the purpose of 
putting them into a deliverable state, the property does not pass until 
such thing be done. 

RULE 3. (1) When goods are delivered to the buyer "on sale or 
return," or on other terms indicating an intention to make a present 
salcj but to give the buyer an option to return the goods instead of 
paying the price, the property passes to the buyer on delivery, but 
he may revest the property in the seller by returning or tendering 
the goods within the time fixed in the contract, or, if no time has 
been fixed, within a reasonable time. 

(2) When goods are delivered to the buyer on approval or on trial 
or on satisfaction, or other similar terms, the property therein passes 
to the buyer: 

(A) when he signifies his approval or acceptance to the seller or 
does any other act adopting the transaction; 

(B) if he does not signify his approval or acceptance to the 
seller, but retains the goods without giving notice of rejection, 
then if a time has been fixed for the return of the goods, on the 
expiration of such time, and, if no time has been fixed, on the 
expiration of a reasonable time. Wliat is a reasonable time is 
a question of fact. 

RULE 4. (1) Where there is a contract to sell unascertained or fu
ture goods by description, and goods of that description and in a 
deliverable state are unconditionally appropriated to the contract, 
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eitlier by the seller with the assent of the buyer, or by the buyer with 
the assent of the seller, the property in the goods thereupon passes 
to the buyer. Such assent may be expressed or implied, and may be 
given either before or after the appropriation is made. 

(2) Where, in pursuance of a contract to sell, the seller delivers 
the goods to the buyer, or to a carrier or other bailee (whether named 
by the buyer or not) for the purpose of transmission to or holding 
for the buyer, he is presumed to have unconditionally appropriated 
the goods to the contract, except in the cases provided for by the next 
rule and by section 1444 of this title. This presumption is applicable, 
although by the terms of the contract the buyer is to pay the price 
before receiving delivery of the goods and the goods are marked 
with the words "collect on delivery" or their equivalents. 

RULE 5. If the contract to sell requires the seller to deliver the goods 
to the buyer, or at a particular place, or to pay the freight or cost 
of transportation to the buyer, or to a particular place, the property 
does not pass until the goods have been delivered to the buyer or 
reached the place agreed upon. 
§ 1444. Reservation of right of possession or property when goods 

are shipped 
(a) Where there is a contract to sell specific goods, or where goods 

are subsequently appropriated to the contract, the seller may, by the 
terms of the contract or appropriation, reserve the right of possession 
or property in the goods until certain conditions have been fulfilled. 
The right of possession or property may be thus reserved notwith
standing the delivery of the goods to the buyer or to a carrier or other 
bailee for the purpose of transmission to the buyer. 

(b) Where goods are shipped, and by the bill of lading the goods 
are deliverable to the seller or his agent, or to the order of the seller 
or of his agent, the seller thereby reserves the property in the goods. 
But if, except for the form of the bill of lading the property would 
have passed to the buyer on shipment of the goods, the seller's prop
erty in the goods shall be deemed to be only for the purpose of secur
ing performance by the buyer of his obligations under the contract. 

(c) Where goods are shipped, and by the bill of lading the goods 
are deliverable to the order of the buyer or of his agent, but posses
sion of the bill of lading is retained by the seller or his agent, the 
seller thereby reserves a right to the possession of the goods as against 
the buyer. 

(d) "Where the seller of goods draws on the buyer for the price and 
transmits the bill of exchange and bill of lading together to the 
buyer to secure acceptance or payment of the bill of exchange, the 
buyer is bound to return the bill of lading if he does not honor the 
bill of exchange, and if he wrongfully retains the bill of lading he 
acquires no added right thereby. If, however, the bill of lading pro
vides that the goods are deliverable to the buyer or to the order of 
the buyer, or is indorsed in blank, or to the buyer by the consignee 
named therein, one who purchases in good faith, for value, the bill 
of lading, or goods from the buyer will obtain the property in the 
goods, although the bill of exchange has not been honored, provided 
(hat such purchaser has received delivery of the bill of lading in
dorsed by the consignee named therein, or of the goods, without notice 
of the facts making the transfer wrongful. 

§ 1445. Sale by auction 
In the case of a sale by auction: 
(1) Where goods are put up for sale by auction in lots, each lot is 

the subject of a separate contract of sale. 
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(2) A sale by auction is complete when the auctioneer announces its 
completion by the fall of the hammer, or in other customary manner. 
Until such announcement is made, any bidder may retract his bid; and 
the auctioneer may withdraw the goods from sale unless the auction 
has been announced to be without reserve, 

(3) A right to bid may be reserved expressly by or on behalf of the 
seller. 

(4) Where notice has not been given that a sale by auction is sub
ject to a right to bid in behalf of the seller, it shall not be lawful for 
the seller to bid himself or to employ or induce any person to bid at 
such sale on his behalf, or for the auctioneer to employ or induce any 
person to bid at such sale on behalf of the seller or knowingly to take 
any bid from the seller or any person employed by him. Any sale 
contravening this rule may be treated as fraudulent by the buyer. 

§ 1446. Risk of loss 
Unless otherwise agreed, the goods remain at the seller's risk until 

the property therein is transferred to the buyer, but when the property 
therein is transferred to the buyer the goods are at the buyer's risk 
whether delivery has been made or not, except that : 

(1) where delivery of goods has been made to the buyer, or to a 
bailee for the buyer, in pursuance of the contract and the prop
erty in the goods has been retained by the seller merely to secure 
performance by the buyer of his obligations under the contract, 
the goods are at the buyer's risk from the time of such delivery; 

(2) where delivery has been delayed through the fault of either 
buyer or seller the goods are at the risk of the party in fault as 
regards any loss which might not have occurred but for such fault. 

Article B—Transfer of Title 

§ 1447. Sale by a person not the owner 
(a) Subject to the provisions of this chapter, where goods are sold 

by a person who is not the owner thereof, and who does not sell them 
under the authority or with the consent of the owner, the buyer ac
quires no better title to the goods than the seller had, unless the owner 
of the goods is by his conduct precluded from denying the seller's au
thority to sell. 

(b) Nothing in this chapter, however, shall aflfect: 
(1) the provisions of any factors' acts, recording acts, or any 

enactment enabling the apparent owner of goods to dispose of 
them as if he were the true owner thereof; or 

(2) the validity of any contract to sell or sale under any special 
common law or statutory power of sale or under the order of a 
court of competent jurisdiction. 

§ 1448. Sale by one having a voidable title 
Where the seller of goods has a voidable title thereto, but his title 

has not been avoided at the time of the sale, the buyer acquires a good 
title to the goods, provided he buys them in good faith, for value, 
and without notice of the seller's defect of title. 

§ 1449. Sale by seller in possession of goods already sold 
Where a person having sold goods continues in possession of the 

goods, or of negotiable documents of title to the goods, the delivery or 
transfer by that person, or by an agent acting for him, of the goods 
or documents of title under any sale, pledge, or other disposition 
thereof, to any person receiving and paying value for the same in 
good faith and without notice of the previous sale, shall have the 
same effect as if the person making the deliveiy or transfer were 
expressly authorized by the owner o f the goods to make the same. 
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§ 1450. Creditors' rights against sold goods in seller's possession 
Where a person having sold goods continues in possession of the 

goods, or of negotiable documents of title to the goods and such 
retention of possession is fraudulent in fact or is deemed fraudulent 
under any rule of law, a creditor or creditors of the seller may treat 
the sale as void. 

§ 1451. Definition of negotiable documents of title 
A document of title in which it is stated that the goods referred to 

therein will be delivered to the bearer, or to the order of any person 
named in such document is a negotiable document of title, 
§ 1452. Negotiation of negotiable documents by delivery 

A negotiable document of title may be negotiated by delivery: 
(1) where, by the terms of the document, the carrier, ware

houseman, or other bailee issuing the same undertakes to deliver 
* the goods to the bearer; or 

(2) where, by the terms of the document, the carrier, ware
houseman, or other bailee issuing the same undertakes to deliver 
the goods to the order of a specified person, and such person or 

* a subsequent indorsee of the document has indorsed it in blank 
or to the bearer. 

Where, by the terms of a negotiable document of title, the goods 
are deliverable to bearer or where a negotiable document of title has 
been indorsed in blank or to bearer, any holder may indorse the 
same to himself or to any other specified person, and in such case 
the document shall thereafter be negotiated only by the indorsement 
of such indorsee. 

§ 1453. Negotiation of negotiable documents by indorsement 
A negotiable document of title may b^ negotiated by the indorse

ment of the person to whose order the goods are by the terms of the 
document deliverable. Such indorsement may be in blank, to bearer 
or to a specified person. If indorsed to a specified person, it may be 
again negotiated by the indorsement of such person in blank, to 
bearer or to another specified person. Subsequent negotiations may 
be made in like manner. 

§ 1454. Negotiable documents of title marked''not negotiable" 
If a document of title which contains an undertaking by a carrier, 

warehouseman, or other bailee to deliver the goods to the bearer, to 
a specified person or order, or to the order of a specified person, or 
which contains words of like import, has placed upon it the words 
"not negotiable", "nonnegotiable", or the like, such a document may 
nevertheless be negotiated by the holder and is a negotiable document 
of title within the meaning of this chapter. But this chapter does 
not limit or define the e ^ c t upon the obligations of the carrier, 
warehouseman, or other bailee issuing a document of title, of placing 
thereon the words "not negotiable", "nonnegotiable", or the like. 

§ 1455. Transfer of nonnegotiable documents 
A document of title which is not in such form that it can be nego

tiated by delivery may be transferred by the holder by delivery to a 
purchaser or donee. A nonnegotiable document cannot be negotiated, 
and the indorsement of such a document gives the transferee no addi
tional right. 

§ 1456. Who may negotiate a document 
A negotiable document of title may be negotiated: ': 

(1) by the owner thereof; or 
(2) by any person to whom the possession or custody of the 

document has been entrusted by the owner, if, by the terms of the 



- 1 3 6 -

document the bailee issuing the document undertakes to deliver 
the goods to the order of the person to whom the possession or 
custody of the document has been entrusted, or if at the time 
of such entrusting the document is in such form that it may be 
negotiated by delivery. 

§ 1457. Rights of person to whom document has been negotiated 
A person to whom a negotiable document of title has been duly nego

tiated acquires thereby: 
(1) such title to the goods as the person negotiating the docu

ment to him had or had ability to convey to a purchaser in good 
faith for value and also such title to the goods as the person to 
whose order the goods were to be delivered by the terms of the 
document had or had ability to convey to a purchaser in good 
faith for value; and 

(2) the direct obligations of the bailee issuing the document to 
hold possession of the goods for him according to the terms of 
the document as fully as if such bailee had contracted directly 
with him. 

§ 1458. Rights of person to whom document has been transferred 
A person to whom a document of title has been transferred, but not 

negotiated, acquires thereby, as against the transferor, the title to the 
goods, subject to the terms of any agreement with the transferor. 

If the document is nonnegotiable, such person also acquires the 
right to notify the bailee who issued the document of the transfer 
thereof, and thereby to acquire the direct obligation of such bailee 
to hold possession of the goods for him according to the terms of the 
document. 

Prior to the notification of such bailee by the transferor or trans
feree of a nonnegotiable document of title, the title of the transferee 
to the goods and the right to acquire the obligation of such bailee may 
be defeated by the levy of an attachment or execution upon the goods 
by a creditor of the transferor, or by a notification to such bailee by 
the transferor or a subsequent purchaser from the transferor of a 
subsequent sale of the goods by the transferor. 

§ 1459. Transfer of negotiable document without indorsement 
Wliere a negotiable document of title is transferred for value by 

delivery, and the indorsement of the transferor is essential for nego
tiation, the transferee acquires a right against the transferor to com
pel him to indorse the document unless a contrary intention appears. 
The negotiation shall take effect as of the time when the indorsement 
is actually made. 

§ 1460. Warranties on sale of document 
A person who for value negotiates or transfers a document of title 

by indorsement or delivery, mcluding one who assigns for value a 
claim secured by a document of title unless a contrary intention ap
pears, warrants: 

(1) that the document is genuine; 
(2) that he has a legal right to negotiate or transfer i t ; 
(3) that he has knowledge of no fact which would impair the 

validity or worth of the document; and 
(4) that he has a right to transfer the title to the goods and 

that the goods are mercliantable or fit for a particular purpose, 
whenever such warranties would have been implied if the con
tract of the parties had been to transfer without a document of 
title the goods represented thereby. 
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§ 1461. Indorser not a guarantor 
The indorsement of a document of title shall not make the indorser 

liable for any failure on the part of the bailee who issued the docu
ment or previous indorsers thereof to fulfill their respective obliga
tions. 
§ 1462. When negotiation not impaired by fraud, mistake, or 

duress 
The validity of the negotiation of a negotiable document of title is 

not impaired by the fact that the negotiation was a breach of duty on 
the part of the person making the negotiation, or by the fact that the 
owner of the document was deprived of the possession of the same by 
loss, theft, fraud, accident, mistake, duress, or conversion, if the per
son to whom the document was negotiated or a person to whom the 
document was subsequently negotiated paid value therefor in good 
faith without notice of the breach of duty, or loss, theft, fraud, ac
cident, mistake, duress or conversion. 

§ 1463. Attachment or levy upon goods for which a negotiable 
document has been issued 

If goods are delivered to a bailee by the owner or by a person whose 
act in conveying the title to them to a purchaser in good faith for value 
would bind the owner and a negotiable document of title is issued for 
them they cannot thereafter, while in the possession of such bailee, be 
attached by garnishment or otherwise be levied upon under an execu
tion unless the document be first surrendered to the bailee or its 
negotiation enjoined. The bailee may not be compelled to deliver 
up the actual possession of the goods until the document is surrendered 
to him or impounded by the court. 

§ 1464. Creditors' remedies to reach negotiable documents 
A creditor whose debtor is the owner of a negotiable document of 

title shall be entitled to such aid from courts of appropriate jurisdic
tion by injunction and otherwise in attaching such document or in 
satisfying the claim by means thereof as is allowed at law or in equity 
in regard to property which cannot be readily attached or levied upon 
by ordinary legal process. 

Subchapter III—Performance of the Contract 

§ 1471. Seller must deliver and buyer accept goods 
I t is the duty of the seller to deliver the goods, and of the buyer to 

accept and pay for them, in accordance with the terms of the contract 
to sell or sale. 

§ 1472. Delivery and payment are concurrent conditions 
Unless otherwise agreed, delivery of the goods and payment of the 

price are concurrent conditions; that is to say, the seller must be 
ready and willing to give possession of the goods to the buyer in ex
change for the price and the buver must be ready and willing to pay 
the price in exchange for possession of the goods. 

§ 1473. Place, time, and manner of delivery 
(a) "Whether it is for the buyer to take possession of the goods or 

for the seller to send them to the buyer is a question depending in 
each case on the contract, express or implied, between the parties. 
Apart from any such contract, express or implied, or usage of trade 
to the contrary, the place of delivery is the seller's place of business 
if he have one, and if not his residence; but in case of a contract to 
sell or a sale of specific goods, which to the knowledge of the parties 
when the contract or the sale was made were in some other place, 
then that place is the place of delivery. 
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(b) Where by a contract to sell or a sale the seller is bound to 
send the goods to the buyer, but no time for sending them is fixed, 
the seller is bound to send them within a reasonable time. 

(c) Where the goods at the time of sale are in the possession of a 
third person, the seller has not fulfilled his obligation to deliver to 
the buyer unless and until such third person acknowledges to the 
buyer that he holds the goods on the buyer's behalf; but as against 
all others than the seller the buyer shall be regarded as having 
received delivery from the time when such third person first has 
notice of the sale. This section, however, does not affect the operation 
of the issue nor transfer of any document of title to goods. 

(d) Demand or tender of delivery may be treated as ineffectual 
unless made at a reasonable hour. What is a reasonable hour is a 
question of fact. 

(e) Unless otherwise agreed, the expenses of and incidental to put
ting the goods into a deliverable state must be borne by the seller. 
§ 1474. Delivery of wrong quantity 

(a) Where the seller delivers to the buyer a quantity of goods less 
than he contracted to sell, the buyer may reject them, but if the buyer 
accepts or retains the goods so delivered, knowing that the seller is 
not going to perform the contract in full, he must pay for them at the 
contract rate. If, however, the buyer has used or disposed of the 
goods delivered before he knows that the seller is not going to perform 
his contract in full, the buyer shall not be liable for more than the 
fair value to him of the goods so received. 

(b) Where the seller delivers to the buyer a quantity of goods 
larger than he contracted to sell, the buyer may accept the goods 
included in the contract and reject the rest, or he may reject the 
whole. If the buyer accepts the whole of the goods so delivered he 
must pay for them at the contract rate. 

(c) Where the seller delivers to the buyer the goods he contracted 
to sell mixed with goods of a different description not included in 
the contract, the buyer may accept the goods which are in accordance 
with the contract and reject the rest, or ne may reject the whole. 

(d) The provisions of this section are subject to any usage of trade, 
special agreement, or course of dealing between the parties. 

§ 1475. Delivery in installments 
(a) Unless otherwise agreed, the buyer of goods is not bound to 

accept delivery thereof by installments. 
(b) Where there is a contract to sell goods to be delivered by stated 

installments, which are to be separately paid for, and the seller 
makes defective deliveries in respect of one or more installments, or 
the buyer neglects or refuses to take delivery of or pay for one or 
more installments, it depends in each case on the terms of the con
tract and the circumstances of the case whether the breach of con
tract is so material as to justify the injured party in refusing to 
proceed further and suing for damages for breach of the entire 
contract, or whether the breach is severable, giving rise to a claim 
for compensation, but not to a right to treat the whole contract as 
broken. 

§ 1476. Delivery to a carrier on behalf of the buyer 
(a) Where, in pursuance of a contract to sell or a sale, the seller is 

authorized or required to send the goods to the buyer, delivery of the 
goods to a carrier, whether named by the buyer or not, for the pur
pose of transmission to the buyer is deemed to be a delivery of the 
goods to the buyer, except in the cases provided for in section 1443, 
rule 5, of this title, or unless a contrary intent appears. 
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(b) Unless otherwise authorized by the buyer, the seller must make 
such contract with the carrier on behalf of the buyer as may be 
reasonable, having regard to the nature of the goods and the other 
circumstances of the case. If the seller omit so to do, and the goods 
are lost or damaged in course of transit, the buyer may decline to 
treat the delivery to the carrier as a delivery to himself, or may hold 
the seller responsible in damages. 

(c) Unless otherwise agreed, where goods are sent by the seller to 
the buyer under circumstances in which the seller knows or ought 
to know that it is usual to insure, the seller must give such notice 
to the buyer as may enable him to insure them during their transit, 
and, if the seller fails to do so, the goods shall be deemed to be at 
his risk during such transit. 

§ 1477. Right to examine the goods 
(a) Where goods are delivered to the buyer, which he has not pre

viously examined, he is not deemed to have accepted them unless and 
until he has had a reasonable opportunity to examine them for the 
purpose of ascertaining wiiether they are in conformity with the 
contract. 

(b) Unless otherwise agreed, when the seller tenders delivery of 
goods to the buyer, he is bound, on request, to afford the buyer a 
leasonable opportunity of examining the goods for the purpose of 
ascertaining whether they are in conformity with the contract. 

(c) Where goods are delivered to a carrier by the seller, in accord
ance with an order from or agreement with the buyer, upon the terms 
that the goods shall not be delivered by the carrier to the buyer until 
he has paid the price, whether such terms are indicated by marking 
the goods with the words "collect on delivery," or otherwise, the buyer 
is not entitled to examine the goods before payment of the price in 
the absence of agreement permitting such examination. 

§ 1478. What constitutes acceptance 
The buyer is deemed to have accepted the goods when he intimates to 

the seller that he has accepted them, or when the goods have been 
delivered to him and he does any act in relation to them which is incon
sistent with the ownership of the seller, or when, after the lapse of a 
reasonable time, he retains the goods without intimating to the seller 
that he has rejected them. 

§ 1479. Acceptance does not bar action for damages 
In the absence of express or implied agreement of the parties, accept

ance of the goods by the buyer shall not discharge the seller from 
liability ii\ damages or other legal remedy for breach of any promise 
or warranty in the contract to sell or the sale. But, if, after acceptance 
of the goods, the buyer fails to give notice to the seller of the breach of 
any promise or warranty within a reasonable time after the buyer 
knows, or ought to know, of such breach, the seller shall not be liable 
therefor. 

§ 1480. Buyer is not bound to return goods wrongly delivered 
Unless otherwise agreed, where ^oods are delivered to the buyer, 

and he refuses to accept them, having the right so to do, he is not 
bound to return them to the seller, but it is sufficient if he notifies the 
seller that he refuses to accept them. 

§ 1481. Buyer's liability for failing to accept delivery 
When the seller is ready and willing to deliver the goods, and re

quests the buyer to take delivery, and tne buyer does not within a rea
sonable time after such request take delivery of the goods, he is liable 
to the seller for any loss occasioned by his neglect or refusal to take 
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delivery, and also for a reasonable charge for the care and custody of 
the goods. If the neglect or refusal of the buyer to take delivery 
amounts to a repudiation or breach of the entire contract, the seller 
shall have the rights against the goods and on the contract hereinafter 
provided in favor of the seller when the buyer is in default. 

Subchapter IV—Rights of Unpaid Seller 

Article A—Rights of Unpaid Seller Against the Goods 

§ 1491. Definition of unpaid seller 
(a) The seller of goods is deemed to be an unpaid seller within the 

meaning of this chapter: 
(1) when the whole of the price has not been paid or tendered; 
(2) when a bill of exchange or other negotiable instrument 

has been received as conditional payment, and the condition on 
which it was received has been broken by reason of the dishonor 
of the instrument, the insolvency of the buyer, or otherwise. 

(b) In this subchapter the term "seller" includes an agent of the 
agent who has himself paid, or is directly responsible for, the price, 
or any other person who is in the position of a seller. 

§ 1492. Remedies of an unpaid seller 
(a) Subject to the provisions of this chapter, the unpaid seller of 

the property in the goods may have passed to the buyer, the unpaid 
seller to whom the bill of lading has been indorsed, or a consignor or 
seller of the goods, as such, has: 

(1) a lien on the goods or right to retain them for the price 
while he is in possession of them; 

(2) in case of the insolvency of the buyer, a right of stopping 
the goods in transitu after he has parted with the possession of 
them; 

(3) a right of resale as limited by this chapter; 
(4) a right to rescind the sale as limited by this chapter. 

(b) Where the property in goods has not passed to the buyer, the 
unpaid seller has, m addition to his other remedies, a right of with
holding delivery similar to and coextensive with his rights of lien 
and stoppage in transitu where the property has passed to the buyer. 

Article B—Unpaid Seller's Lien 

§ 1493. When right of lien may be exercised 
(a) Subject to the provisions of this chapter, notwithstanding that 

goods who is in possession of them is entitled to retain possession of 
them until payment or tender of the price in the following cases, 
namely: 

(1) where the goods have been sold without any stipulation as 
to credit; 

(2) where the goods have been sold on credit, but the term of 
credit has expired; 

(3) where the buyer becomes insolvent. 
(b) The seller may exercise his right of lien notwithstanding that 

he is in possession of the goods as agent or bailee for the buyer. 

§ 1494. Lien after part delivery 
Where an unpaid seller has made part delivery of the goods, he may 

exercise his right of lien on the remainder, unless such part delivery 
has been made under such circumstances as to show an intent to waive 
the lien or right of retention. 
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§ 1495. When lien is lost 
(a) The unpaid seller of goods loses his lien thereon: 

(1) when he delivers the goods to a carrier or other bailee for 
the purpose of transmission to the buyer without reserving the 
property in the goods or the right to the possession thereof; 

(2) when the buyer or his agent lawfully obtains possession 
of the goods; 

(3) l)y waiver thereof. 
(b) The unpaid seller of goods, having a lien thereon, does not lose 

his hen by reason only that he has obtained judgment or decree for 
the price of the goods. 

Article C—Stoppage in Transitu 

§ 1496. Seller may stop goods on buyer's insolvency 
Subject to the provisions of this chapter, when the buyer of goods 

is or becomes insolvent, the unpaid seller who has parted with the 
possession of the goods has the right of stopping them in transitu, that 
is to say, he may resume possession of the goods at any time while they 
are in transit, and he will then become entitled to the same rights in 
regard to the goods as he would have had if he had never parted with 
the possession. 

§ 1497. When goods are in t ransi t 
(a) Goods are in transit within the meaning of section 1496 of this 

title: 
(1) from the time when they are delivered to a carrier by land 

or water, or other bailee for the purpose of transmission to the 
buyer, until the buyer, or his agent in that behalf, takes delivery 
of them from such carrier or other bailee; 

(2) if the goods are rejected by the buyer, and the carrier or 
other bailee continues in possession of them, even if the seller has 
refused to receive them back. 

(b) Goods are no longer in transit within the meaning of section 
1496 of this title: 

(1) if the buyer, or his agent in that behalf, obtains delivery of 
the goods before their arrival at the appointed destination; 

(2) if, after the arrival of the goods at the appointed destina
tion, the carrier or other bailee acknowledges to the buyer or his 
agent that he holds the goods on his behalf and continues in 
possession of them as bailee for the buyer or his agent; and it is 
immaterial that a further destination for the goods may have been 
indicated by the buyer; 

(3) if the carrier or other bailee wrongfully refuses to deliver 
the goods to the buyer or his agent in that behalf. 

(c) If the goods are delivered to a ship chartered by the buyer, it 
is a question depending on the circumstances of the particular case 
whether they are in the possession of the master as a carrier or as 
agent of the buyer. 

(d) If part delivery of the goods has been made to the buyer, or his 
agent in that behalf, the remainder of the goods may be stopped in 
transitu, unless such part delivery has been made under such circum
stances as to show an agreement with the buyer to give up possession 
of the whole of the goods. 

§ 1498. Ways of exercising the r ight to stop 
(a) The unpaid seller may exercise his right of stoppage in transitu 

either by obtaining actual possession of the goods or by giving notice 
of his claim to the carrier or other bailee in whose possession the goods 
are. The notice may be given either to the person in actual possession 
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of the goods or to his principal. In the latter case the notice, to be 
effectual, must be given at sucli time and under such circumstances 
that the principal, by the exercise of reasonable diligence, may prevent 
a delivery to the buyer. 

(b) When notice of stoppage in transitu is given by the seller to the 
carrier, or other bailee in possession of the goods, he must redeliver 
the goods to, or according to the directions of, the seller. The ex
penses of the delivery must be borne by the seller. If, however, a 
negotiable document of title representing the goods has been issued 
by the carrier or other bailee, he is not obliged to deliver or jus-
tilied in delivering the goods to the seller unless the document is first 
surrendered for cancellation. 

Article D—Resale by the Seller 

§ 1499. When and how resale may be made 
(a) Where the goods are of a perishable nature, or where the seller 

expressly reserves the right of resale in case the buyer should make 
default, or where the buyer has been in default in the payment of the 
price an unreasonable time, an unpaid seller having a right of lien 
or having stopped the goods in transit may resell the goods. He shall 
not thereafter be liable to the original buyer upon the contract to sell 
or the sale or for any profit made by the resale, but may recover from 
the buyer damages for any loss occasioned by the breach of the con
tract or the sale. 

(b) Where a resale is made, as authorized by this section, the buyer 
acquires a good title as against the original buyer. 

(c) I t is not essential to the validity of a resale that notice of an 
intention to resell the goods be given by the seller to the original buyer. 
But where the right to resell is not based on the perishable nature of 
the goods or upon an express provision of the contract or the sale, the 
giving or failure to give that notice is relevant in any issue in
volving the question whether the buyer had been in default an un
reasonable time before the resale was made. 

(d) I t is not essential to the validity of a resale that notice of the 
time and place of the resale be given by the seller to the original 
buyer. 

(e) The seller is bound to exercise reasonable care and judgment in 
making a resale, and subject to this requirement may make a resale 
either by public or private sale. 

Article E—Rescission by the Seller 

§ 1500. When and how the seller may rescind the sale 
(a) An unpaid seller having a right of lien or having stopped the 

goods in transitu, may rescind the transfer of title and resume the 
property in the goods, Avhere he expressly reserved the right to do so 
in case the buyer should make default, or where the buyer has been in 
default in the payment of the price an unreasonable time. The seller 
shall not thereafter be liable to the buyer upon the contract to sell 
or the sale, but may recover from the buyer damages for any loss 
occasioned by the breach of the contract or the sale. 

(b) The transfer of title shall not be held to have been rescinded by 
an unpaid seller until he has manifested by notice to the buyer or 
by some other overt act an intention to rescind. I t is not necessary 
that such overt act should be communicated to the buyer but the 
giving or failure to give notice to the buyer of the intention to rescind 
shall be relevant in any issue involving the question whether the 
buyer has been in default an unreasonable time before the right of 
rescission was asserted. 
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§ 1501. E£fect of sale of goods subject to lien or stoppage in 
transitu 

Subject to the provisions of this chapter, the unpaid seller's right 
of lien or stoppage in transitu is not aflfected by any sale, or other 
disposition of tne goods which the buyer may have made, unless the 
seller has assented thereto. 

If, however, a negotiable document of title has been issued for goods, 
no seller's lien or right of stoppage in transitu shall defeat the right of 
any purchaser for value in good faith to whom such document has been 
negotiated, whether such negotiation be prior or subseauent to the 
notification to the carrier, or other bailee who issued sucn document, 
of the seller's claim to a lien or right of stoppage in transitu. 

Subchapter V—Action for Breach of Contract 

Article A—Remedies of the Seller 

§ 1511. Action for the price 
(a) Where, imder a contract to sell or a sale, the property in the 

goods has passed to the buyer, and the buyer wrongfully neglects or 
refuses to pay for the goods according to the terms of the contract or 
the sale, the seller may maintain an action against him for the price of 
the goods. 

(b) Where, under a contract to sell or a sale, the price is payable on 
a day certain, irrespective of delivery or of transfer of title, and the 
buyer wrongfully neglects or refuses to pay such price, the seller may 
maintain an action for the price, although the property in the goods 
has not passed, and the goods have not been appropriated to the con
tract. But it shall be a defense to such an action that the seller at 
any time before judgment in such action has manifested an inability 
to perform the contract or the sale on his part or an intention not to 
perform it. 

(c) Although the property in the goods has not passed, if they can 
not readily be resold for a reasonable price, and if section 1512(d) of 
this title is not applicable, the seller may offer to deliver the goods 
to the buyer, and ir the buyer refuses to receive them, may notify the 
buyer that the goods are thereafter held by the seller as bailee for 
the buyer. Thereafter the seller may treat the goods as the buyer's 
and may maintain an action for the price. 

§ 1512. Action for damages for nonacceptance of goods 
(a) Where the buyer wrongfully neglects or refuses to accept and 

pay for the goods, the seller may maintain an action against him for 
aamages for nonacceptance. 

(b) The measure of d a m a n s is the estimated loss directly and 
naturally resulting, in the ordinary course of events, from the buyer's 
breach of contract. 

(c) Where there is an available market for the goods in question, 
the measure of damages is, in the absence of special circumstances 
showing proximate damage of a greater amount, the difference be
tween the contract price and the market or current price at the time 
or times when the goods ought to have been accepted, or, if no time 
was fixed for acceptance, then at the time of the refusal to accept. 

(d) If, while labor or expense of material amount are necessary on 
the part of the seller to enable him to fulfill his obligations under 
the contract to sell or the sale, the buyer repudiates the contract or 
the sale, or notifies the seller to proceed no further therewith, the 
buyer shall be liable to the seller for no greater damages than the 
seller would have suffered if he did nothing toward carrying out the 
contract or the sale after receiving notice of the buyer's repudiation 
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or countermand. The profit the seller would have made if the 
contract or the sale had been fully performed shall be considered in 
estimating such damages. 
§ 1513. When seller may rescind contract or sale 

Where the goods have not been delivered to the buyer, and the buyer 
has repudiated the contract to sell or sale, or has manifested his ina
bility to perform his obligations thereunder, or has committed a ma
terial breach thereof, the seller may totally rescind the contract or the 
sale by giving notice of his election so to do to the buyer. 

Article B—^Remedies of the Buyer 

§ 1514. Action for converting or detaining goods 
Where the property in the goods has passed to the buyer and the 

seller wrongfully neglects or refuses to deliver the goods, the buyer 
may maintain any action allowed by law to the owner of goods of 
similar kind when wrongfully converted or withheld. 
§ 1515. Action for failing to deliver goods 

(a) Where the property in the goods has not passed to the buyer, 
and the seller wrongfully neglects or refuses to deliver the goods, 
the buyer may maintain an action against the seller for damages for 
nondelivery. 

(b) The measure of damages is the loss directly and naturally re
sulting in the ordinary course of events from the seller's breach of 
contract. 

(c) Where there is an available market for the goods in question, 
the measure of damages, in the absence of special circumstances show
ing proximate damages of a greater amount, is the difference between 
the contract price and the market or current price of the goods at the 
time or times when they ought to have been delivered, or, if no time 
was fixed, then at the time of the refusal to deliver. 

§ 1516. Specific performance 
Where the seller has broken a contract to deliver specific or ascer

tained goods, a court having the powers of a court of equity may, if it 
thinks fit, on the application of the buyer, by its judgment or decree, 
direct that the contract shall be performed specifically, without giving 
the seller the option of retaining the goods on payment of damages. 
The judgment or decree may be unconditional, or upon such terms 
and conditions as to damages, payment of the price and otherwise, as 
to the court may seem just. 

§ 1517. Remedies for breach of warranty 
(a) Where there is a breach of warranty by the seller, the buyer 

may, at his election: 
(1) accept or keep the goods and set up against the seller the 

breach of warranty by way of recoupment in diminution or ex
tinction of the price; 

(2) except or keep the goods and maintain an action against 
the seller for damages for the breach of warranty; 

(3) refuse to accept the goods, if the property therein has not 
passed, and maintain an action against the seller for damages for 
the breach of warranty; 

(4) rescind the contract to sell or the sale and refuse to re
ceive the goods, or if the goods have already been received, return 
them or offer to return them to the seller and recover the price or 
any part thereof which has been paid. 

(b) When the buyer has claimed and been granted a remedy in any 
one of these ways, no other remedy can thereafter be granted. 
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(c) Where the goods have been delivered to the buyer, he cannot 
rescind the sale if he knew of the breach of warranty when he ac
cepted the goods, or if he fails to notify the seller within a reasonable 
time of the election to rescind, or if he fails to return or to offer to 
return the goods to the seller in substantially as good condition as 
they were in at the time the property was transferred to the buyer. 
But if deterioration or injury of the goods is due to the breach of 
warranty, such deterioration or injury shall not prevent the buyer 
from returning or offering to return the goods to the seller and rescind
ing the sale. 

(d) Where the buyer is entitled to rescind the sale and elects to do 
so, the buyer shall cease to be liable for the price upon returning or 
offering to return the goods. If the price or any part thereof has 
already been paid, the seller shall be liable to repay so much thereof 
as has been paid, concurrently with the return of the goods, or imme
diately after an offer to return the goods in exchange for repayment 
of the price. 

(e) Where the buyer is entitled to rescind the sale and elects to do 
so, if the seller refuses to accept an offer of the buyer to return the 
goods, the buyer shall thereafter be deemed to hold the goods as 
bailee for the seller, but subject to a lien to secure the repayment 
of any portion of the price which has been paid, and with the reme
dies for the enforcement of such lien allowed to an unpaid seller by 
section 1492 of this title. 

(f) The measure of damages for breach of warranty is the loss 
directly and naturally resulting, in the ordinary course of events, 
from the breach of warranty. 

(g) In the case of breach of warranty of quality, such loss, in the 
absence of special circumstances showing proximate damage of a 
greater amount, is the difference between the value of the goods at 
the time of delivery to the buyer and the value they would have had 
if they had answered to the warranty. 

§ 1518. Interest and special damages 
Nothing in this chapter shall affect the right of the buyer or the 

seller to recover interest or special damages in any case where by law 
interest or special damages may be recoverable, or to recover money 
paid where the consideration for the payment of it has failed. 

Subchapter VI—Interpretation 

§ 1531. Variation of implied obligations 
Where any right, duty, or liability would arise under a contract to 

sell or a sale by implication of law, it may be negatived or varied by 
express agreement or by the course of dealing between the parties, or 
by custom, if the custom be such as to bind both parties to the contract 
or the sale. 

§ 1532. Rights may be enforced by action 
Where any right, duty, or liability is declared by this chapter, it 

may, unless otherwise by this chapter provided, be enforced by action. 
§ 1533. Rules for cases not provided for by this chapter 

In any case not provided for in this chapter, the rules of law and 
equity, including the law merchant, and in particular the rules re
lating to the law of principal and agent and to the effect of fraud, 
misrepresentation, duress or coercion, mistake, or other invalidating 
cause, shall continue to apply to contracts to sell and sales of goods. 

88558 O - 62 - 16 
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§ 1534. Interpretation shall give effect to purpose of uniformity 
This chapter shall be so interpreted and construed as to effectuate its 

general purpose to make uniform the laws of those States which enact 
it. 

§ 1535. Provisions not applicable to mortgages 
The provisions of this chapter relating to contracts to sell and to 

sales do not apply, unless so stated, to any transaction in the form of a 
contract to sell or a sale which is intended to operate by way of 
mortgage, pledge, charge, or other security. 

§ 1536. Definitions 
(a) In this chapter, unless the context or subject matter otherwise 

requires: 
"action" includes counterclaim, setoff, and suit in equity; 
"buyer" means a person who buys or agrees to buy goods or any 

legal successor in interest of such person; 
"defendant" includes a plaintiff against whom a right of setoff 

or counterclaim is asserted; 
"delivery" means voluntary transfer of possession from one person 

to another; 
"divisible contract to sell or sale" means a contract to sell or a sale 

in which by its terms the price for a portion or portions of the goods 
less than the whole is fixed or ascertainable by computation; 

"document of title to goods" includes any bill of lading, dock 
warrant, warehouse receipt or order for the delivery of goods, or 
any other document used in the ordinary course of business in the 
sale or transfer of goods, as proof of the possession or control of 
the goods, or authorizing or purporting to authorize the possessor 
of the document to transfer or receive, either by indorsement or by 
delivery, goods represented by such document; 

"fault" means wrongful act or default; 
"fungible goods" means goods of which any unit is from its 

nature or by mercantile usage treated as the equivalent of any other 
unit; 

"future goods" means goods to be manufactured or acquired by 
the seller after the making of the contract of sale; 

"goods" includes all* chattels personal other than things in action 
and money; the term includes emblements, industrial growing crops, 
and things attached to or forming part of the land which are agreed 
to be severed before sale or under the contract of sale; 

"order" in sections of this chapter relating to documents of title 
means an order by indorsement on the document; 

"person" includes a corporation or partnership or two or more 
persons having a joint or common interest; 

"plaintiff" includes defendant asserting a right of setoff or coun
terclaim ; 

"property" means the general property in goods, and not merely 
a special property; 

"purchaser" includes mortgagee and pledgee; 
"purchases" includes taking as a mortgagee or as a pledgee; 
"quality of goods" includes their state or condition; -
"sale" includes a bargain and sale as well as a sale and delivery; 
"seller" means a person who sells or agrees to sell goods, or any 

legal successor in the interest of such person; 
"specific goods" means goods identified and agreed upon at the 

time a contract to sell or a sale is made; 
"value" is any consideration sufficient to support a simple contract; 

an antecedent or pre-existing claim, whether for money or not, consti
tutes value where goods or documents of title are taken either in sat
isfaction thereof or as security therefor. 
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(b) A thing is done "in good faith" within the meaning of this 
chapter when it is in fact done honestly, whether it be done negli
gently or not. 

(c) A person is insolvent within the meaning of this chapter who 
either has ceased to pay his debts in the ordinary course of business 
or cannot pay his debts as they become due, whether he has com
mitted an act of bankruptcy or not, and whether he is insolvent 
within the meaning of the federal bankruptcy law or not. 

(d) Goods are m a "deliverable state" within the meaning of this 
chapter when they are in such a state that the buyer would, under 
the contract, be bound to take delivery of them. 
§ 1537. Chapter not to affect warehouse laws 

This chapter does not repeal or limit sections 1771-1844 of this title. 
§ 1538. Short title 

This chapter may be cited as the Uniform Sales Act. 

CHAPTER 47—CONDITIONAL SALES 
See. 
1571. Definitions. 
1572. Primary rights of buyer. 
1573. Primary riglits of seller. 
1574. Conditional sales valid except as otherwise provided. 
1575. Conditional sales void as to certain persons. 
1576. Place of filing. 
1577. Conditional sale of goods for resale. 
1578. Filing. 
1579. Refiling. 
1580. Cancellation of contract. 
1581. Prohibition of removal or sale without notice, '.'-
1582. Fraudulent injury, concealment, removal, or sale. '^i 
1583. Betaking possession. 
1584. Notice of Intention to retake. 
1585. Redemption. J 
1586. Compulsory resale by seller. 
1587. Resale at option of parties. 
1588. Proceeds of resale. 
1589. Deficiency on resale. 
1590. Rights of parties where there is no resale. 
1591. Election of remedies. 
1592. Recovery of part payments. 
1593. Waiver of statutory protection. 
1594. Loss and increase. 
1595. Rules for cases not provided for. = - t 
1596. Uniformity of interpretation. 
1597. Short title. , 
§ 1571. Definitions 

In this chapter: 
"conditional sale" means: 

(1) A contract for the sale of goods under which possession 
is delivered to the buyer and the property in the goods is to 
vest in the buyer at a subsequent time upon the payment of part 
or all of the price, or upon the performance of any other condi
tion or the happening of any contingency; or 

(2) A contract for the bailment or leasing of goods by which 
the bailee or lessee contracts to pay as compensation a sum sub
stantially equivalent to the value of the goods, and by which it 
is agreed that the bailee or lessee is bound to become, or has the 
option of becoming, the owner of such goods upon full compli
ance with the terms of the contract; 

"buyer" means the person who buys or hires the goods covered by 
the conditional sale, or any legal successor in interest of such person ; 

"goods" means all chattels personal other than things in action and 
money, and includes emblements, industrial growing crops, and thiags 
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attached to or forming a part of land which are agreed to be severed 
before sale or under the conditional sale; 

"performance of the condition" means the occurrence of the event 
upon which the property in the goods is to vest in the buyer, whether 
tne event is the performance of an act by the buyer or the happen
ing of a contingency; 

"person" includes an individual, partnership, corporation, and other 
association; 

"purchase" includes mortgage and pledge; 
"purchaser" includes mortgagee and pledgee; 
"seller" niealns the person who sells or leases the goods covered 

by the conditional sale, or legal successor in interest of such a person. 
§ 1572. Primary rights of buyer 

The buyer has the right when not in default to retain possession of 
the goods, and he also has the right to acquire the property in the 
goods on the performance of the conditions of the contract. The 
seller is liable to the buyer for the breach of all promises and warran
ties, express or implied, made in the conditional sale contract, whether 
or not the property in the goods has passed to the buyer. 

§ 1573. Primary rights of seller 
The buyer is liable to the seller for the purchase price, or for 

installments thereof, as the same become due, and for breach of all 
promises made by him in the conditional sale contract, whether or not 
the property in the goods has passed to the buyer. 

§ 1574. Conditional sales valid except as otherwise provided 
A provision in a conditional sale reserving property in the seller 

after possession of the goods is delivered to the buyer, is valid as to all 
persons, except as heremafter otherwise provided. 

§ 1575. Conditional sales void as to certain persons 
A provision in a conditional sale reserving property in the seller 

is void as to any purchaser from or creditor of the buyer, who, without 
notice of the provision, purchases the goods or acquires by attachment 
or levy a lien upon them, before the contract or a copy thereof is filed 
as hereinafter provided. This section does not apply to conditional 
sales of goods for resale. 
§ 1576. Place of filing 

The conditional sale contract or a copy thereof shall be filed in 
the office of the registrar of property of the Canal Zone. 
§ 1577. Conditional sale of goods for resale 

When goods are delivered under a conditional sale contract and the 
seller expressly or impliedly consents that the buyer may resell them 
prior to performance of the condition, the same is valid whether 
filed or not except that the reservation of property is void against 
purchasers from the buyer in good faith for value and without actual 
Knowledge of the condition of the contract. 

§ 1578. Filing 
The registrar of property shall mark upon the contract or copy filed 

with him the day and hour of filing and shall file the contract or copy 
in his office for public inspection. He shall keep a separate book in 
which he shall enter the names of the seller and buyer, the date of the 
contract, the day and hour of filing, a brief description of the goods, 
the price named in the contract, and the date of cancellation thereof. 
The book shall be indexed under the names of both seller and buyer. 
For filing and entering such a contract or copy, or any assignment of 
such a contract, the registrar is entitled to a fee of $1. 
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§ 1579. Refiling 
The filing of conditional sales contracts provided for by sections 

1576 and 1576 of this title shall be valid for a period of 3 years only. 
The validity of the filing may in each case be extended for successive 
additional periods of 1 year from the date of refiling by filing a copy 
of the original contract within 30 days next preceding the expiration 
of each period, with a statement attached signed by the seller, show
ing that the contract is in force and the amount remaining to be paid 
thereon. The copy, with statement attached, shall be tiled and en
tered in the same manner as a contract or copy filed and entered for 
the first time, and the registrar of property is entitled to a like fee as 
upon the original filing. 
§ 1580. Cancellation of contract 

After the performance of the condition, upon written demand de
livered personally or by registered mail by the buyer or any other 
person having an interest in the goods, the seller shall execute, 
acknowledge, and deliver to the demandant a statement that the con
dition in the contract has been performed. If for 10 days after such a 
demand the seller fails to mail or deliver a statement of satisfaction, 
he shall forfeit to the demandant $5 and be liable for all damages 
suffered. Upon presentation of a statement of satisfaction the regis
trar of property shall file the same and note the cancellation of the 
contract and the date thereof on the margin of the page where the 
contract has been entered. For filing and entering the statement of 
satisfaction the filing officer is entitled to a fee of 25 cents. 

§ 1581. Prohibition of removal or sale without notice 
Unless the contract otherwise provides, the buyer may, without the 

consent of the seller, remove the goods from the Canal Zone and sell, 
mortgage, or otherwise dispose of his interest in them; but prior to 
the performance of the condition, such a buyer may not remove the 
goods from the Canal Zone, except for temporary uses for a period of 
not more than 30 days, unless the buyer not less than 30 days before 
the removal gives the seller personally or by registered mail written 
notice of the place to which the goods are to be removed and the 
approximate time of the intended removal; nor prior to the per
formance of the conditions shall the buyer sell, mortgage, or otner-
wise dispose of his interest in the goods, unless he, or the person to 
whom he is about to sell, mortgage, or otherwise dispose of the same, 
notifies the seller in writing personally or by registered mail of 
the name and address of the person to whom his interest in the goods 
is about to be sold, mortgaged, or otherwise transferred, not less than 
10 days before the sale, mortgage, or other disposal. If a buyer 
does so remove the goods, or does so sell, mortgage, or otherwise 
dispose of his interest in them without the notice or in violation of 
the contract, the seller may retake possession of the goods and deal 
with them as in case of default in payment of part or all of the pur
chase price. 

§ 1582. Fraudulent injury, concealment, removal, or sale 
When, prior to the performance of the condition, the buyer mali

ciously or with intent to defraud, injures, destrovs, or conceals the 
goods, or remove them from the Canal Zone, without having given 
the notice required by section 1581 of this title, or sells, mortgages, 
or otherwise disposes of the goods under claim of full ownership, he 
shall be guilty of a crime and upon conviction thereof shall be im
prisoned in jail for not more than one year or be fined not more than 
$600 or both. 
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§ 1583. Retaking possession . ': . ̂  
When the buyer is in default in the payment of a sum due under 

the contract, or in the performance of any other condition which the 
contract requires him to perform in order to obtain the property in 
the goods, or in the performance of any promise, the breach of which 
is by the contract expressly made a ground for the retaking of the 
goods, the seller may retake possession thereof. Unless the goods can 
Be retaken without breach of the peace, they shall be retaken by legal 

f)rocess; but this section does not authorize a violation of the criminal 
aw. 

§ 1584. Notice of intention to retake 
Not more than 40 nor less than 20 days prior to the retaking, the 

seller, if he so desires, may serve upon the buyer personally or by 
registered mail a notice of intention to retake the goods on account 
of the buyer's default. The notice shall state the default and the 
period at the end of which the goods will be retaken, and shall briefly 
and clearly state what the buyer's rights under this chapter will be in 
case they are retaken. If the notice is so served and the buyer does not 
perform the obligations in which he has made default before the day 
set for retaking, the seller may retake the goods and hold them sub
ject to sections 1586-1590 of this title regarding resale, but without 
a right of redemption. 

§ 1585. Redemption 
If the seller does not give the notice of intention to retake provided 

for by section 1584 of this title, he shall retain the goods for 10 days 
after the retaking within the Canal Zone, during Avhich period the 
buyer, upon payment or tender of the amount due under the contract 
at the time of retaking and interest, or upon performance or tender 
of performance of such other condition as may be named in the con
tract as precedent to the passage of the property in the goods, or upon 
performance or tender of performance of any other promise for the 
breach of which the goods were retaken, and upon payment of the ex
penses of retaking, keeping, and storage, may redeem the goods and 
become entitled to take possession of them and to continue in the per
formance of the contract as if a default had not occurred. Upon writ
ten demand delivered personally or by registered mail by the buyer, the 
seller shall furnish to the buyer a written statement of the sum due 
under the contract and the expense of retaking, keeping, and storage. 
For failure to furnish such a statement within a reasonable time after 
demand, the seller shall forfeit to the buyer $10 and also be liable to 
him for all damages suffered because of the failure. If the goods are 
perishable so that retention for 10 days as herein prescribed would 
result in their destruction or substantial injurj', this section does not 
apply, and the seller may resell the goods immediately upon their 
retaking. 

§ 1586. Compulsory resale by seller 
If the buyer does not redeem the goods within 10 days after the seller 

has retaken possession, and the buyer has paid at least 50 per centum 
of the purchase price at the time of the retaking the seller shall sell 
them at public auction in the Canal Zone, the sale to be held not more 
than 30 days after the retaking. The seller shall give to the buyer not 
less than 10 days' written notice of the sale, either personally or by 
registered mail, directed to the buyer at his last known place of busi
ness or residence. The seller shall also give notice of the sale by at 
least 3 notices posted in different public places within the Canal ZJone, 
at least 5 days before the sale. If at the time of the retaking $500 or 
more has been paid on the purchase price, the seller shall also give 
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notice of the sale at least 5 days before the sale by publication in a 
newspaper having a general circulation within the Canal Zone. 
The seller may bid for the goods at the resale. 

§ 1587. Resale at option of parties 
If the buyer has not paid at least 50 percent of the purchase price 

at the time of the retakmg, the seller is not under a duty to resell the 
goods as prescribed by section 1586 of this title, unless the buyer 
serves upon the seller, within 10 days after the retaking, a written 
notice demanding a resale, delivered personally or by registered mail. 
If the notice is served, the resale shall take place within 30 days after 
the service, in the manner, at the place, and upon the notice prescribed 
by section 1586 of this title. The seller may voluntarily resell the 
goods for account of the buyer on compliance with the same require
ments. 

§ 1588. Proceeds of resale 
The proceeds of the resale shall be applied: 

(1) to the payment of the expenses thereof; 
i, (2) to the payment of the expenses of retaking, keeping and 

storing the goods; 
(3) to the satisfaction of the balance due under the contract. 

Any sums remaining after the satisfaction of those claims shall be 
paid to the buyer. 

§ 1589. Deficiency on resale 
If the proceeds of the resale are not sufficient to defray the expenses 

thereof and the expenses of retaking, keeping, and storing the goods, 
and the balance due upon the purchase price, the seller may recover 
the deficiency from the buyer, or from any one who has succeeded to 
the obligations of the buyer. 

§ 1590. Rights of parties where there is no resale 
If there is no resale the seller may retain the goods as his own 

Eroperty without obligation to account to the buyer except as provided 
y section 1592 of this title, and the buyer shall be discharged of all 

obligation. 

§ 1591. Election of remedies 
After the retaking of possession as provided by section 1583 of this 

title the buyer is liable for the price only after a resale and only 
to the extent provided by section 1589 of this title. Neither the 
bringing of an action by the seller for the recovery of the whole or 
any part of the price, nor the recovery of judgment in such an action, 
nor the collection of a portion of the price, shall be deemed inconsis
tent with a later retaking of the goods as provided in section 1583 of 
this title. But a right of retaking may not be exercised by the 
seller after he has collected the entire price or after he has claimed 
a lien upon the goods, or attached them, or levied upon them as the 
goods of the buyer. 

§ 1592. Recovery of part payments 
If the seller fails to comply with sections 1585-1588 and 1590 of this 

title, after retaking the goods, the buyer may recover from the seller 
his actual damages, if any, and in no event less than one-fourth of the 
sum of all payments which have been made under the contract, with 
interest. 

§ 1593. Waiver of statutory protection 
An act or agreement of the buyer before or at the time of the making 

of the contract, or an agreement or statement by the buyer in the 
contract, does not constitute a valid waiver of sections 1585-1588 and 
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1592 of this title; except that the contract may stipulate that on such 
default of the buyer as is provided for by section 1583 of this title, the 
seller may rescind the conditional sale, either as to all the goods or as 
to any part thereof for which a specific price was fixed in the contract. 
If the contract thus provides for rescission, the seller at his option 
may retake the goods without complying with or being bound by 
sections 1584-1592 of this title, as to the goods retaken, upon crediting 
the buyer with the full purchase price of those goods. As much of 
this credit as is necessary to cancel any indebtedness of the buyer to 
the seller shall be so applied and the seller shall repay to the buyer on 
demand any surplus not so required. 

§ 1594. Loss and increase 
After the delivery of the goods to the buyer and prior to the retaking 

of them by the seller, the risk of injury and loss rest upon the buyer. 
The increase of the goods is subject to the same conditions as the 
original goods, 

§ 1595. Rules for cases not provided for 
In any case not provided for by this chapter the rules of law and 

equity, including the law merchant, and in particular those relating to 
principal and agent and to the eflfect of fraud, misrepresentation, 
duress or coercion, mistake, or other invalidating cause, snail continue 
to apply to conditional sales. 

§ 1596. Uniformity of interpretation 
This chapter shall be so interpreted and construed as to effectuate 

its general purpose to make uniform the law of those States which 
enact it. 

§ 1597. Short title 
This chapter may be cited as the Uniform Conditional Sales Act. 

CHAPTER 49—DEPOSIT IN GENERAL 

SUBCHAPTEB I NATURE AND CREATION OF DEPOSIT 
Sec. 
1631. Kinds of deposit. ? 4 « 
1632. Voluntary deposit. ' ' ' 
1633. Involuntary deposit. 
1634. Duty of involuntary depositary. 
1635. Deposit for keeping. 
1636. Deposit for exchange. 

SUBCHAPTEK 11 OBLIGATIONS OF THE DEPOSITARY 

1651. Delivery on demand. 
1652. Necessity of demand. 
1653. Place of delivery. 
1654. Notice of adverse claim. 
1655. Notice of deposit to true owner. 
1656. Delivery of thing owned jointly, etc. 
1657. Delivery of joint deposits. 

Subchapter I—Nature and Creation of Deposit 

§ 1631. Kinds of deposit 
A deposit may be voluntary or involuntary; and for safe-keeping 

or for exchange. 
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§ 1632. Voluntary deposit 
A voluntary deposit is made by one giving to another, with his con

sent, the possession of personal property to keep for the benefit of the 
former, or of a third party. The person giving is the depositor, and 
the person receiving the depositary. 

§ 1633. Involuntary deposit 
An involuntary deposit is made: 

(1) by the accidental leaving or placing of personal property 
in the possession of a person, without negligence on the part of 
its owner; or 

(2) in cases of fire, shipwreck, inundation, insurrection, riot, 
or like extraordinary emergencies, by the owner of personal prop
erty committing it, out of necessity, to the care of a person. 

§ 1634. Duty of involuntary depositary 
The person with whom a thing is deposited as provided by section 

1633 of this title is bound to take charge of it, if able to do so. 
§ 1635. Deposit for keeping 

A deposit for keeping is one in which the depositary is bound to re
turn the identical thing deposited. 
§ 1636. Deposit for exchange 

A deposit for exchange is one in which the depositary is bound only 
to return a thing corresponding in kind to that which is deposited. 

Subchapter II—Obligations of the Depositary 

§ 1651. Delivery on demand 
A depositary shall deliver the thing to the person for whose benefit 

it was deposited, on demand, whether the deposit was made for a 
specified time or not, unless he has a lien upon the thing deposited, or 
has been forbidden or prevented from doing so by tlie real owner 
thereof, or by the act of the law, and has given the notice required by 
section 1654 of this title. 

§ 1652. Necessity of demand 
A depositary is not bovmd to deliver a thing deposited without 

demand, even where the deposit is made for a specified time. 
§ 1653. Place of delivery 

A depositary shall deliver the thing deposited at his residence or 
place of business, as may be most convenient for him. 
§ 1654. Notice of adverse claim 

A depositary shall give prompt notice to the person for whose bene
fit the deposit was made, of any proceedings taken adversely to his 
interest in the thing deposited, which may tend to excuse the de
positary from delivering the thing to him. 

§ 1655. Notice of deposit to true owner 
A depositary who believes that a thing deposited with him is wrong

fully detained from its true owner, may give him notice of the deposit; 
and if within a reasonable time afterwards he does not claim it, and 
sufficiently establish his right thereto, and indemnify the depositary 
against the claim of the depositor, the depositary is exonerated from 
liability to the person to whom he gave the notice, upon returning 
the thing to the depositor, or assuming, in good faith, a new obliga
tion changing his position in respect to the thing, to his prejudice. 
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§ 1656. Delivery of thing owned jointly, etc. 
If a thing deposited is owned jointly or in common by persons who 

cannot agree upon the manner of its delivery, the depositary may 
deliver to each nis proper share thereof, if it can be done without in
jury to the thing. 

§ 1657. Delivery of joint deposits 
If a deposit is made in the name of two or more persons deliv

erable or payable to either or to their survivor or survivors, the de
posit or any part thereof, or increase thereof, may be delivered or 
paid to either of the persons or to the survivor or survivors in due 
course of business. 

CHAPTER 51—DEPOSIT FOR KEEPING 

SlTUCHAPTEl ! I—GKNKlfAl- P K O V I S I O N S 

See. 
1691. ludeuiniflcation of depositary. 
1692. Obligation of depositary of animals. 
1693. Use of thing deposited. 
1694. Liability for damage arising from wrongful use. 
1(59.̂ . Sale of tiling in danger of perishing. 
1696. Injury to or loss of thing deposited. 
1697. Services l)y depositary. 
1698. Liability of depositary. 

• • • . • . . . . ; . - . I 

S U B C H A P T E R 11 GRATUITOUS DEPOSIl ' " " - f" f 

1721. Gratuitous deposit defined. i „ .* v.. » ^ .«piifS5»'-*3 
1722. Nature of involuntary deposit. " '* «•> • ,̂ ^ ^ ^ 
1723. Degree of care required. •;••:: j g 
1724. Termination of duties of depositary. " •* 

SUBCHAPTER I I I — 8 T O B A O E 
1741. Deposit for hire. 
1742. Degree of care required. 
1743. Compensation for fraction of weeli or month. 
1744. Termination of deposit. 
1745. Depositary's lien. 
1746. Sale to satisfy iien. 

S U U C H A P l ' E R I V — W A R E H O U S E HECE1PTS 

Article A—The Issue of Warehouse Receipts 

1771. Persons who may issue receipts. 
1772. Form of receipts; essential terms. 
1773. Form of receipts; what terms may be inserted. 
1774. Definition of nonnegotiable receipt. 
1775. Definition of negotiable receipt. 
1776. Duplicate receipts must be so marked. 
1777. Failure to mark "not negotiable". 

Article B—Obligations and Rights of Warehousemen Upon Their Receipts 

1781. Obligation of warehouseman to deliver. 
1782. Justification of warehouseman in delivering. 
1783. Warehouseman's liability for misdelivery. 
1784. Negotiable receipts must be cancelled when goods delivered. 
1785. Negotiable receipts must be cancelled or marked when part of goods 

delivered. 
1786. Altered receipts. 
1787. Lost or destroyed receipts. 
1788. Effect of duplicate receipts. 
1789. Warehouseman cannot set up title in himself. 
1790. Interpleader of adverse claimants. 
1791. Warehouseman has reasonable time to determine validity of claims. 
1792. Adverse title is no defense except as above provided. .;,„ ,_oi^. 
1793. Liability for nonexistence or misdescription of goods. 
1794. Liability for care of goods. 
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Sec. 
1795. Goods must be kept separate. 
1796. Fungible goods may be commingled, if warehouseman authorized. 
1797. Liability of warehouseman to depositors of commingled goods. 
1798. Attachment or levy upon goods for which a negotiable receipt has been 

issued. 
1799. Creditors' remedies to reach negotiable receipts. 
1800. What claims are Included in the warehouseman's lien. 
1801. Against what property the lien may be enforced. 
1802. How the lien may be lost. 
1803. Negotiable receipt must state charges for which lien is claimed. 
1804. Warehouseman need not deliver until lien is satisfied. 
1805. Warehouseman's lien does not preclude other remedies. 
1806. Satisfaction of lien by sale. 
1807. Perishable and hazardous goods. 
1808. Other methods of enforcing liens. 
1809. Effect of sale. 

Article C—Negotiation and Transfer of Receipts 

1811. Negotiation of negotiable receipts by delivery. 
1812. Negotiation of negotiable receipts by indorsement. 
1813. Transfer of receipts. ^ 
1814. Who may negotiate a receipt. 
1815. Rights of person to whom a receipt has been negotiated. 
1816. Rights of person to whom a receipt has been transferred. 
1817. Transfer of negotiable receipt without indorsement. 
1818. Warranties on sale of receipt. 
1819. Indorser not a guarantor. 
1820. No warranty implied from accepting payment of a debt. 
1821. When negotiation not impaired by fraud, mistake, or duress. 
1822. Subsequent negotiation. 
1823. Negotiation defeats vendor's lien. 

Article D—Criminal Offenses 

1831. Issue of receipt for goods not received. 
1832. Issue of receipt containing false statement. 
1833. Issue of duplicate receipts not so marked. 
1834. Issue for warehouseman's goods of receipts which do not state that fact. 
1835. Delivery of goods without obtaining negotiable receipt. 
1836. Negotiation of receipt for mortgag^ goods. 

Article E—Interpretation 
1841. Cases not provided for In subchapter. 
1842. Interpretation shall give effect to purpose of uniformity. r 
1848. Definitions. 
1844. Short title. 

SUBCHAPTEB V—INNKEEPEBS 

1871. Innkeeper's lien on property of guests. . pt»« • « 
1872. Unclaimed baggage; sale at auction. ^ ~ 

SUBCHAPTEB VI—FINOINO 
1891. Obligation of finder. 
1892. Notice of finding of things or saving of animals; restitution. 
1898. Proof of ownership. 
1894. Reward and compensation to finder. 
1896. Storage of thing found. 
1896. Sale by finder. 
1897. Manner of sale. 
1898. Vesting of property in finder. 
1899. Abandoned things. 

Subchapter I—General Provisions 
§ 1691. Indemnification of depositary 

A depositor shall indemnify the depositary for: 
(1) damage caused to him by the defects or vices of the thing 

deposited; and 
(2) expenses necessarily incurred by him about the tiling, 

other than such as are involved in the nature of the undertaking. 
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§ 1692. Obligation of depositary of animals 
A depositary of living animals shall provide them with suitable food 

and shelter, and treat them kindly. 
§ 1693. Use of thing deposited 

A depositary may not use the thing deposited, or permit it to be used, 
for any purpose, without the consent of the depositor. He may not, if 
it is purposely fastened by the depositor, open it without the consent 
of the latter, except in case of necessity. 

§ 1694. Liability for damage arising from wrongful use 
A depositary is liable for damage happening to the thing de

posited, during his wrongful use thereof, unless the damage must 
mevitably have happened though the property had not been thus 
used. 

§ 1695. Sale of thing in danger of perishing 
If a thing deposited is in actual danger of perishing before instruc

tions can be obtained from the depositor, the depositary may sell it for 
the best price obtainable and retain the proceeds as a deposit, giving 
immediate notice of his proceedings to the depositor. 

§ 1696. Injury to or loss of thing deposited 
If a thing is lost or injured during its deposit, and the depositary 

refuses to inform the depositor of the circumstances under which the 
loss or injury occurred, as far as he has information concerning them, 
or willfully misrepresents the circumstances to him, the depositanr is 
presumed to have willfully, or by gross negligence, permitted the loss 
or injury to occur. 

§ 1697. Services by depositary 
As far as any service is rendered by a depositary, or required from 

him, his duties and liabilities are prescribed by chapters 59-63 of this 
title on employment and service. 
§ 1698. Liability of depositary 

The liability of a depositary for negligence may not exceed the 
amount which he is informed by the depositor, or has reason to sup
pose, the thing deposited to be worth. 

Subchapter II—Gratuitous Deposit 

§ 1721. Gratuitous deposit defined 
Gratuitous deposit is a deposit for which the depositary does not 

receive consideration beyond the mere possession of the thing 
deposited. 
§ 1722. Nature of involuntary deposit 

An involuntary deposit is gratuitous, the depositary not being en
titled to a reward. 
§ 1723. Degree of care required 

A gratuitous depositary shall use at least slight care for the preser
vation of the thing deposited. 
§ 1724. Termination of duties of depositary 

The duties of a gratuitous depositary cease upon his: 
(1) restoring the thing deposited to its owner; or 
(2) giving reasonable notice to the owner to remove it and the 

owner failing to do so within a reasonable time. 
An involuntary depositary, under paragraph (2) of section 1633 of 

this title, may not give such a notice until the emergency which gave 
rise to the deposit is past. 
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Subchapter III—Storage 

§ 1741. Deposit for hire 
A deposit not gratuitous is called storage. The depositary in such 

a case is a depositary for hire. 

§ 1742. Degree of care required 
A depositary for hire shall use at least ordinary care for the pres

ervation of the thing deposited. 
§ 1743. Compensation for fraction of week or month 

In the absence of a diflferent agreement or usage, a depositary for 
hire is entitled to one week's hire for the sustenance and shelter of 
living animals during any fraction of a week, and to luilf a month's 
hire for the storage of any other property during any fraction of a 
half-month. 

§ 1744. Termination of deposit 
(a) In the absence of an agreement as to the length of time during 

which a deposit is to continue, it may be terminated by the depositor 
at any time, and by the depositary upon reasonable notice. 

(b) Notwithstanding an agreement respecting the length of time 
during which a deposit is to continue, it may be terminated by the 
depositor on paying all that would become due to the depositary 
in case of the deposit so continuing. 

§ 1745. Depositary's lien 
(a) A depositary for hire has a lien for: 

(1) storage charges; 
(2) advances and insurance incurred at the request of the 

depositor; 
(3) money necessarily expended in and about the care, preser

vation, and keeping of the property stored; 
(4) money advanced at the request of the depositor, to dis

charge a prior lien; and 
(5) the expenses of a sale where default has been made in satis

fying a valid lien. 
(b) The rights of the depositary for hire to the lien are regulated 

by chapters 97 et seq., of this title, on liens. The lien may be enforced 
in the manner provided by sections 1806, 1808 and 1809 of this title, 
relating to warehousemen. 

§ 1746. Sale to satisfy lien 
If from any cause other than want of ordinary care and diligence 

on his part, a depositary for hire is unable to deliver perishable prop
erty, baggage, or luggage received by him for storage, or to collect 
his charges for storage due thereon, he may cause the property to be 
sold to satisfy his lien for storage in accordance with sections 1806-
1809 of this title relating to warehousemen. 

Subchapter IV—Warehouse Receipts 

Article A—The Issue of Warehouse Receipts 

§ 1771. Persons who may issue receipts 
A warehouse receipt may be issued by any warehouseman. 

§ 1772. Form of receipts; essential terms 
A warehouse receipt need not be in any particular form, but must 

embody within its written or printed terms : 
(1) the location of the warehouse where the goods are stored; 
(2) the date of issue of the receipt; 
(3) the consecutive number of the receipt; 
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(4) a statement whether the goods received will be delivered to 
the bearer, to a specified person, or to a specified person or his 
order; 

(5^ the rate of storage charges; 
(6) a description of the goods or of the packages containing 

them; 
(7) the signature of the warehouseman, which may be made 

by his authorized agent; 
(8) if the receipt is issued for goods of which the warehouse

man is owner, either solely or jointly or in common with others, 
the fact of the ownership; and 

(9) a statement of the amount of advances made and of lia
bilities incurred for which the warehouseman claims a lien; and if 
the precise amount of the advances made or of the liabilities 
incurred is, at the time of the issue of the receipt, unknown to the 
warehouseman or to his agent who issues it, a statement of the 
fact that advances have been made or liabilities incurred and the 
purpose thereof is sufficient. 

A warehouseman is liable to any person injured thereby, for 
all damage caused by the omission from a negotiable receipt of any 
of the foregoing terms. 

§ 1773. Form of receipts; what terms may be inserted 
A warehouseman may insert in a receipt, issued by him, any other 

terms and conditions, but the terms and conditions may not: 
^1) be contrary to this subchapter; or 
(2) in anywise impair his obligation to exercise that degree of 

care in the safe-keeping of the goods intrusted to him which a 
reasonably careful man would exercise in regard to similar goods 
of his own. 

§ 1774. Definition of nonnegotiable receipt 
A receipt in which it is stated that the goods received will be de

livered to the depositor, or to any other specified person, is a non-
negotiable receipt. 
§ 1775. Definition of negotiable receipt 

A receipt in which it is stated that the goods received will be 
delivered to the bearer or to the order of any person named in such 
receipt is a negotiable receipt. 

A nonnegotiable provision may not be inserted in a negotiable re
ceipt. Such a provision, if inserted, is void. 

§ 1776. Duplicate receipts must be so marked 
"Wlien more than one negotiable receipt is issued for the same 

goods, the word "duplicate" shall be plainly placed upon the face of 
every such receipt except the one first issued. A warehouseman is 
liable for all damage caused by his failure so to do to any one who 
purchases the subsequent receipt for value supposing it to be an 
original, even though the purchase be after the delivery of the goods by 
the warehouseman to the holder of the original receipt. 

§ 1777. Failure to mark "not negotiable'* 
A nonnegotiable receipt shall have plainly placed upon its face by 

the warehouseman issuing it "nonnegotiable" or "not negotiable." In 
case of the warehouseman's failure so to do, a holder of the receipt 
who purchases it for value supposing it to be negotiable may, at his 
option, treat the receipt as imposing upon the warehouseman the 
same liabilities he would have incurred had the receipt been negotia
ble. 

This section does not apply, however, to letters, memoranda, or 
written acknowledgments of an informal character. 
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Article B—Obligations and Rights of Warehousemen Upon Their Receipts 

§ 1781. Obligation of warehouseman to deliver 
A warehouseman, in the absence of a lawful excuse provided 

by this subchapter, is bound to deliver the goods upon a demand made 
either by the holder of a receipt for the goods or by the depositor, if 
the demand is accompanied with: 

(1) an offer to satisfy the warehouseman's lien; 
(2) an offer to surrender the receipt if negotiable, with such in

dorsement as would be necessary for the negotiation of the re
ceipt; and 

(3) a readiness and willingness to sign, when the goods are de
livered, an acknowledgment that they have been delivered, if 
requested by the warehouseman. 

If the warehouseman refuses or fails to deliver the goods in 
compliance with a demand by the holder or depositor so accom
panied, the burden is upon him to establish the existence of a lawful 
excuse for his refusal. 

§ 1782. Justification of warehouseman in delivering 
A warehouseman is justified in delivering the goods, subject to 

sections 1783-1786 of this title, to one who is: 
(1) the person lawfully entitled to the possession of the goods, 

or his agent; 
(2) a person who is either himself entitled to delivery by the 

terms of a nonnegotiable receipt issued for the goods, or who has 
written authority from the person so entitled either indorsed 
upon the receipt or written upon another paper; or 

(3) a person in possession of a negotiable receipt by the terms 
of which the goods are deliverable to him or order or to bearer, or 

'' which has been indorsed to him or in blank by the person to whom 
delivery was promised by the terms of the receipt or by his 
mediate or immediate indorsee. 

§ 1783. Warehouseman's liability for misdelivery 
If a warehouseman delivers the goods to one who is not in fact 

lawfully entitled to the possession of them, the warehouseman is 
liable as for conversion to all having a right of property or posses
sion in the goods if he delivered the goods otherwise than as author
ized by paragraphs (2) and (3) of section 1782 of this title, and 
though he delivered the goods as authorized by those paragraphs he 
is so liable, if prior to the delivery he had either: 

(1) been requested, by or on behalf of the person lawfully en
titled to a right of property or possession in the goods, not to make 
delivery; or 

(2) had information that the delivery about to be made was to 
one not lawfully entitled to the possession of the goods. 

§ 1784. Negotiable receipts must be cancelled when goods 
delivered 

Except as provided by section 1809 of this title, if a warehouse
man delivers goods for which he had issued a negotiable receipt, the 
negotiation of which would transfer the right to the possession of the 
goods, and fails to take up and cancel the receipt, he is liable to 
anyone who purchases the receipt for value in good faith, for failure 
to deliver the goods to him, whether the purchaser acquired title to 
the receipt before or after the delivery of the goods by the warehouse
man. 
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§ 1785. Negotiable receipts must be cancelled or marked when 
part of goods delivered 

Except as provided by section 1809 of this title, if a warehouse
man delivers part of the goods for which he had issued a negotiable 
receipt and fails either to take up and cancel the receipt, or to place 
plainly upon it a statement of what goods or packages have been de
livered, he is liable, to anyone who purchases the receipt for value in 
good faith, for failure to deliver all the goods specified in the receipt, 
whether the purchaser acquired title to the receipt before or after the 
delivery of any portion of the goods by the warehouseman. 

§ 1786. Altered receipts 
The alteration of a receipt does not excuse the warehouseman who 

issued it from any liability if the alteration was: 
(1) immaterial; 
(2) authorized; or 
(3) made without fraudulent intent. 

If the alteration was authorized, the warehouseman is liable 
according to the terms of the receipt as altered. If the alteration 
was unauthorized, but made without fraudulent intent, the ware
houseman is liable according to the terms of the receipt, as they were 
before alteration. 

Material and fraudulent alteration of a receipt does not excuse the 
warehouseman who issued it from liability to deliver, according to the 
terms of the receipt as originally issued, the goods for which it was 
issued, but excuses him from any other liabiRty to the person who 
made the alteration and to any person who took with notice of the 
alteration. A purchaser of the receipt for value without notice of 
the alteration acquires the same rights against the warehouseman 
which the purchaser would have acquired if the receipt had not been 
altered at the time of the purchase. 

§ 1787. Lost or destroyed receipts 
If a negotiable receipt has been lost or destroyed, a court of 

competent jurisdiction may order the delivery of the goods upon satis
factory proof of loss or destruction and upon the giving of a bond 
with sufficient sureties to be approved by the court to protect the ware
houseman from any liability or expense, which he or any person in
jured by the delivery ma^ incur by reason of the original receipt 
remaining outstanding. The court may also in its discretion order 
the payment of the warehouseman's reasonable costs and counsel fees. 

The delivery of the goods under an order of the court as provided by 
this section does not relieve the warehouseman from liability to a per
son to whom the negotiable receipt has been or shall be negotiated for 
value without notice of the proceedings or of the delivery of the goods. 

§ 1788. Effect of duplicate receipts 
A receipt upon the face of which the word "duplicate" is plainly 

placed is a representation and warranty, by the warehouseman that 
the receipt is an accurate copy of an original receipt properly issued 
and uncancelled at the date of the issue of the duplicate, out im
poses upon him no other liability. 

§ 1789. Warehouseman cannot set up title in himself 
Title or right to the possession of the goods on the part of the 

warehouseman, unless it is derived directly or indirectly from a trans
fer made by the depositor at the time of or subsequent to the deposit 
for storage, or from the warehouseman's lien, does not excuse the 
warehouseman from liability for refusing to deliver the goods ac
cording to the terms of the receipt. 
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§ 1790. Interpleader of adverse claimants 
If more than one person claim the title or possession of the goods, 

the warehouseman may, either as a defense to an action brought 
against him for nondelivery of the goods, or as an original suit, which
ever is appropriate, require all known claimants to interplead. 
§ 1791. Warehouseman has reasonable time to determine validity 

of claim 
If someone other than the depositor or person claiming under him 

has a claim to the title or possession of the goods, and the warehouse
man has information of the claim, the warehouseman is excused from 
liability for refusing to deliver the goods, either to the depositor or 
person claiming under him or to the adverse claimant, until the ware
houseman has had a reasonable time to ascertain the validity of the 
adverse claim or to bring legal proceedings to compel all claimants to 
interplead. 

§ 1792. Adverse title is no defense except as above provided 
Except as provided by sections 1790 and 1791 of this title and by 

sections 1782 and 1809 of this title, a right or title of a third person 
is not a defense to an action brought by the depositor or person 
claiming under him against the warehouseman for failure to deliver 
the goods according to the terms of the receipt. 

§ 1793. Liability for nonexistence or misdescription of goods 
A warehouseman is liable to the holder of a receipt, issued 

by him or on his behalf by an agent or employee the scope of whose 
actual or apparent authority includes the issuing of warehouse re
ceipts, for damages caused by the nonexistence of the goods or by the 
failure of the goods to correspond with the description thereof in 
the receipt at the time of its issue. If, however, the goods are de
scribed in a receipt merely by a statement of marks or labels upon 
them, or upon packages containing them, or by a statement that the 
goods are said to be goods of a certain kind, or that the packages 
containing the goods are said to contain goods of a certain kind, or 
by words of like purport, the statements, if true, do not make 
liable the warehouseman issuing the receipt, although the goods are 
not of the kind which the marks or labels upon them indicate, or of 
the kind they were said to be by the depositor. 

§ 1794. Liability for care of goods 
A warehouseman is liable for any loss or injury to the goods 

caused by his failure to exercise such care in regard to them as a rea
sonably careful owner of similar goods would exercise, but he shall 
not be liable, in the absence of an agreement to the contrary, for any 
loss or injury to the goods which could not have been avoided by the 
exercise of such care. 

§ 1795. Goods must be kept separate 
Except as provided by section 1796 of this title, a warehouseman 

shall keep the goods as far separate from goods of other depositors 
and from other goods of the same depositor for which a separate 
receipt has been issued, as to permit at all times the identification and 
redelivery of the goods deposited. 

§ 1796. Fungible goods may be commingled, if warehouseman 
authorized 

If authorized by agreement or by custom, a warehouseman may 
mingle fungible goods with other goods of the same kind and grade. 
In such a case the various depositors of the mingled goods own the 
entire mass in common, and each depositor is entitled to such 
portion thereof as the amount deposited by him bears to the whole. 
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§ 1797. Liability of warehouseman to depositors of commingled 
goods 

The warehouseman is severally liable to each depositor for the 
care and redelivery of his share of the mass to the same extent 
and imder the same circumstances as if the goods had been kept 
separate. 
§ 1798. Attachment or levy upon goods for which a negotiable 

receipt has been issued 
If goods are delivered to a warehouseman by the owner or by a per

son whose act in conveying the title to them to a purchaser m good 
faith for value would bind the owner, and a negotiable receipt is 
issued for them, they may not thereafter, while in the possession of the 
warehouseman, be attached by garnishment or otherwise, or be levied 
upon under an execution, unless the receipt be first surrendered to the 
warehouseman, or its negotiation enjoined. The warehouseman may 
not be compelled to deliver up the actual possession of the goods 
until the receipt is surrendered to him or impounded by the court. 
§ 1799. Creditors' remedies to reach negotiable receipts 

A creditor whose debtor is the owner of a negotiable receipt shall 
be entitled to such aid from courts of appropriate jurisdiction by in-
jimction and otherwise, in attaching the receipt or in satisfying 
the claim by means thereof as is allowed at law or in equity, in regard 
to property which can not readily be attached or levied upon by ordi
nary legal process. 
§ 1800. What claims are included in the warehouseman's lien 

Subject to section 1803 of this title, a warehouseman has a lien on 
goods deposited or on the proceeds thereof in his hands, for all lawful 
charges for storage and preservation of the goods; also for all lawful 
claims for money advanced, interest, insurance, transportation, labor, 
weighing, coopering and other charges and expenses in relation to 
the goods; also for all reasonable charges and expenses for notice, and 
advertisements of sale, and for sale of the goods where default has 
been made in satisfying the warehouseman's lien. 
§ 1801. Against what property the lien may be enforced 

Subject to section 1803 of this title, a warehouseman's lien may be 
enforced: 

(1) against all goods, whenever deposited, belonging to the 
person who is liable as debtor for the claims in regard to which 
the lien is asserted; and 

(2) against all goods belonging to others which have been de-
; posited at any time by the person who is liable as debtor for the 

claims in regard to which the lien is asserted, if the person had 
been so intrusted with the possession of the goods that a pledge 
of the same by him at the time of the deposit to one who took 
the goods in good faith for value would have been valid. 

§ 1802. How the lien may be lost 
A warehouseman loses his lien upon goods: 

(1) by surrendering possession thereof; or 
(2) by refusing to deliver the goods when a demand is made 

with which he is bound to comply under this subchapter. 
§ 1803. Negotiable receipt must state charges for which lien is 

claimed 
If a negotiable receipt is issued for goods, the warehouseman does 

not have a lien thereon, except for charges for storage of those goods 
subsequent to the date of tne receipt, unless the receipt expressly 
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enumerates other charges for which a lien is claimed. In such a case 
there shall be a lien for the charges enumerated as far as they are 
within the provisions of section 1800 of this title, although the amount 
of the charges so enumerated is not stated in the receipt. 

§ 1804. Warehouseman need not deliver until lien is satisfied 
A warehouseman having a lien valid against the person demanding 

the goods may refuse to deliver the goods to him until the lien is 
satisfied. 
§ 1805. Warehouseman's lien does not preclude other remedies 

Whether a warehouseman has or has not a lien upon the goods, he 
is entitled to all remedies allowed by law to a creditor against his 
debtor for the collection from the depositor of all charges and ad
vances which the depositor has expressly or impliedly contracted 
with the warehouseman to pay. 
§ 1806. Satisfaction of lien by sale 

A warehouseman's lien for a claim which has become due may be 
satistied as follows: 

The warehouseman shall give a written notice to the person on 
whose account the goods are held, and to any other person known by 
the warehouseman to claim an interest in the goods. The notice shall 
be given by delivery in person or by registered or certified mail ad
dressed to the last known place of business or abode of the person to 
be notified. The notice shall contain: 

(1) an itemized statement of the warehouseman's claim, show
ing the sum due at the time of the notice and the date or dates 
when it became due; 

(2) a brief description of the goods against which the lien 
exists; 

(3) a demand that the amount of the claim as stated in the 
notice, and of such further claim as shall accrue, shall be paid 
on or before a day mentioned, not less than 10 days from the de
livery of the notice if it is personally delivered, or from the time 
when the notice should reach its destination, according to the due 
course of post, if the notice is sent by mail; and 

(4) a statement that unless the claim is paid within the time 
specified the goods will be advertised for sale and sold by auction 
at a specified time and place or by advertising for sealed bids. 

In accordance with the terms of a notice so given, a sale of the 
goods by auction or by acceptance of a bid may be had to satisfy any 
valid claim of the warehouseman for which he has a lien on the goods. 
If the sale is by auction, it shall be had in the place where the lien was 
acquired, or, i i such a place is manifestly unsuitable for the purpose, 
at the nearest suitable place. After the time for the payment of the 
claim specified in the notice to the depositor has elapsed, an advertise
ment of the sale, describing the goods to be sold, and stating the name 
of the owner or person on whose account the goods are held, and the 
time and place of the sale, shall be published once a week for two con
secutive weeks in a newspaper having general circulation in the Canal 
Zone. The sale shall be held not less than 16 days from the time of the 
first publication. 

From the proceeds of the sale the warehouseman shall satisfy his 
lien, including the reasonable charges of notice and sale. The balance, 
if any, of the proceeds shall be held by the warehouseman, and de
livered on demand to the person to whom he would have been bound 
to deliver or justified in delivering the goods. If any balance 
is not claimed by the rightful owner within one month from the day 
of the sale, it shall be paid to the Canal Zone Government; and if it 
is not claimed by the owner thereof or his legal representatives within 
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one year thereafter, it shall be covered into the Treasury of the United 
States as miscellaneous receipts. 

At any time before the goods are so sold, any person claiming a 
right of property or possession therein may pay the warehouseman 
the amount necessary to satisfy his lien and to pay the reasonable 
expenses and liabilities incurred in serving and posting notices and 
preparing for the sale up to the time of the payment. The ware
houseman shall deliver the goods to the person making the payment 
if he is a person entitled, under this subchapter, to the possession of 
the goods on payment of the charges thereon. Otherwise the ware
houseman shall retain possession of the goods according to the terms 
of the original contract of deposit. 

§ 1807. Perishable and hazardous goods 
If goods are of a perishable nature, or bj^ keeping will deteriorate 

greatly in value, or by their odor, leakage, inflammability, or explo
sive nature will be liable to injure other property, the warehouseman 
may give such notice to the owner, or to the person in whose name the 
goods are stored, as is reasonable and possible under the circumstances, 
to satisfy the lien upon the goods and to remove them from the 
warehouse, and in the event of the failure of the person to satisfy 
the lien and to remove the goods within the time so specified, the ware
houseman may sell the goods at public or private sale without post
ing notices. If the warehouseman after a reasonable effort is unable 
to sell the goods, he may dispose of them in any lawful manner, and 
shall incur no liability by reason thereof. 

The proceeds of a sale made under this section shall be disposed 
of in the same way as the proceeds of sales made pursuant to section 
1806 of this title. 

§ 1808. Other methods of enforcing liens 
The remedy for enforcing a lien herein provided does not preclude 

any other remedies allowed by law for the enforcement of a lien 
against personal property nor bar the right to recover so much of 
the warehouseman's claim as is not paid by the proceeds of the sale of 
the property. 

^ 1809. Eflfect of sale 
After goods have been lawfully sold to satisfy a Avarehousemau'S 

Hen, or have been lawfully sold or disposed of because of their perish
able or hazardous nature, the warehouseman is not liable for failure to 
deliver the goods to the depositor, or OAvner of the goods, or to a 
holder of the receipt given for the goods when they were deposited, 
even if the receipt is negotiable. 

Article C—Negotiation and Transfer of Receipts 

§ 1811. Negotiation of negotiable receipts by delivery 
A negotiable receipt may be negotiated by delivery: 

(1) where, by the terms of the receipt, the warehouseman un
dertakes to deliver the goods to the bearer; or 

(2) where, by the terms of the receipt, the warehouseman un
dertakes to deliver the goods to the order of a specified person, 
and that person or a subsequent indorsee of the receipt has in
dorsed it in blank or to bearer. 

Where, by the terms of a negotiable receipt, ithe goods are deliver
able to bearer or where a negotiable receipt has been mdorsed in blank 
or to bearer, any holder may indorse the same to himself or to any 
other specified person, and in that case the receipt may thereafter be 
negotiated only by the indorsement of such indorsee. 
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§ 1812. Negotiation of negotiable receipts by indorsement 
A negotiable receipt may be negotiated by the indorsement of the 

person to whose order the goods are, by the terms of the receipt, 
deliverable. The indorsement may be in blank, to bearer, or to a 
specified person. If indorsed to a specified person, it may be again 
negotiated by the indorsement of that person in blank, to bearer, or 
to another specified person. Subsequent negotiation may be made 
in like manner. 
§ 1813. Transfer of receipts 

A receipt which is not in such form that it can be negotiated by 
delivery may be transferred by the holder by delivery to a purchaser 
or donee. 

A nonnegotiable receipt may not be negotiated, and the indorsement 
of such a receipt gives the transferee no additional right. 

§ 1814. Who may negotiate a receipt 
A negotiable receipt may be negotiated by any person in possession 

of it, however possession may have been acquired, if, by the terms 
of the receipt, the warehouseman undertakes to deliver the goods to 
the order of that person or if at the time of negotiation the receipt is in 
such form that it may be negotiated by delivery. 

§ 1815. Rights of person to whom a receipt has been negotiated 
A person to whom a negotiable receipt has been duly negotiated 

acquires thereby: 
(1) such title to the goods as the person negotiating the receipt 

to him had or had ability to convey to a purchaser in good faith 
for value, and also sucn title to the goods as the depositor or 
person to whose order the goods were to be delivered by the terms 
of the receipt had or had ability to convey to a purchaser in good 
faith for value; and 

(2) the direct obligation of the warehouseman to hold posses
sion of the goods for him according to the terms of the receipt 
as fully as if the warehouseman had contracted directly with him. 

§ 1816. Rights of person to whom a receipt has been transferred 
A person to whom a receipt has been transferred but not negotiated 

acquires thereby, as against the transferor, the title to the go(Ss, sub
ject to the term of any agreement with the transferor. 

If the receipt is nonnegotiable, the person also acquires the right 
to notify the warehouseman of the transfer to him of the receipt, and 
thereby to acquire the direct obligation of the warehouseman to hold 
possession of the goods for him according to the terms of the receipt. 

Prior to the notification of the warehouseman by the transferor or 
transferee of a nonnegotiable receipt, the title of the transferee to the 
goods and the right to acquire the obligation of the warehouseman 
may be defeated by the levy of an attachment or execution upon the 
goods by a creditor of the transferor, or by a notification to the ware
houseman by the transferor or a subsequent purchaser from the trans
feror of a subsequent sale of the goods by the transferor. 
§ 1817. Transfer of negotiable receipt without indorsement 

If a negotiable receipt is transferred for value by delivery, and 
the indorsement of the transferor is essential for negotiation, the 
transferee acquires a right against the transferor to compel him to 
indorse the receipt, unless a contrary intention appears. The nego
tiation takes effect as of the time when the indorsement is actually 
made. 
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§ 1818. Warranties on sale of receipt 
A person who for value negotiates or transfers a receipt by indorse

ment or delivery, including one who assigns for value a claim secured 
by a receipt, unless a contrary intention appears, warrants: 

(1) that the receipt is genuine; 
(2) that he has a legal right to negotiate or transfer i t ; 

. . (3) that he has knowledge of no fact which would impair the 
validity or worth of the receipt; and 

(4) that he has a right to transfer the title to the goods, and 
that the goods are merchantable or fit for a particular purpose 

' whenever such warranties would have been implied, if tne con
tract of the parties had been to transfer without a receipt the 
goods represented thereby. 

§ 1819. Indorser not a guarantor 
The indorsement of a receipt does not make the indorser liable for 

any failure on the part of the warehouseman or previous indorsers of 
the receipt to fulfill their respective obligations. 
§ 1820. Warranty not implied from accepting payment of a debt 

A mortgagee, pledgee, or holder for security of a receipt who in 
good faith demands or receives payment of the debt for which the 
receipt is security, whether from a party to a draft drawn for such 
debt or from any other person, is not by so doing deemed to represent 
or to warrant the genuineness of the receipt or the quantity or quality 
of the goods therein described. 

§ 1821. When negotiation not impaired by fraud, mistake, or 
duress 

The validity of the negotiation of a receipt is not impaired by the 
fact that the negotiation was a breach of duty on the part of the 
person making the negotiation, or by the fact that the owner of the 
receipt was deprived of the possession of the same by loss, theft, fraud, 
accident, mistake, duress, or conversion, if the person to whom the 
receipt was negotiated, or a person to whom the receipt was subse
quently negotiated, paid value therefor, in good faith, without notice 
of the breach of duty, or loss, theft, fraud, accident, mistake, duress, 
or conversion. 

§ 1822. Subsequent negotiation 
If a person having sold, mortgaged, or pledged goods which 

are in a warehouse and for which a negotiable receipt has been issued, 
or having sold, mortgaged, or pledged the negotiable receipt repre
senting tne goods, continues in possession of the negotiable receipt, 
the subsequent negotiation thereof by that person under a sale, or 
other disposition thereof to a person receiving the same in good 
faith, for value and without notice of the previous sale, mortgage, or 
pledge, has the same effect as if the first purchaser of the goods 
or receipt had expressly authorized the subsequent negotiation. 

§ 1823. Negotiation defeats vendor's lien 
If a negotiable receipt has been issued for goods, a seller's lien 

or right of stoppage in transitu does not defeat the rights of a 
purchaser for value in good faith to whom the receipt has been 
negotiated, whether the negotiation is prior or subsequent to the 
notification to the warehouseman who issued the receipt of the seller's 
claim to a lien or right of stoppage in transitu. Nor is the ware
houseman obliged to deliver or justified in delivering the goods to an 
unpaid seller unless the receipt is first surrendered for cancellation. 



-167-

Article D—Criminal Offenses 

§ 1831. Issue of receipt for goods not received 
Whoever, being a warehouseman, or an officer, agent, or servant of 

a warehouseman, issues or aids in issuing a receipt knowing that the 
goods for which it is issued have not been actually received by the 
warehouseman, or are not under his actual control at the time of 
issuing the receipt, shall, for each such offense, be fined not more 
than $1,000 or imprisoned in jail not more than one year, or both. 

§ 1832. Issue of receipt containing false statement 
Whoever, being a warehouseman, or an officer, agent, or servant of 

a warehouseman, fraudulently issues or aids in fraudulently issuing a 
receipt for goods, knowing that it contains any false statement, shall, 
for each such offense, be hned not more than $1,000 or imprisoned in 
jail not more than one year, or both. 

§ 1833. Issue of duplicate receipts not so marked 
Whoever, being a warehouseman, or an officer, agent, or servant of 

a warehouseman, issues or aids in issuing a duplicate or additional 
negotiable receipt for goods, knowing that a former negotiable receipt 
for the same goods or any part of them is outstanding and uncanceled, 
without plainly placing upon the face thereof the word "Duplicate," 
except in the case of a lost or destroyed receipt after proceedings as 
provided for by section 1787 of this title, shall, for each such offense, 
be fined not more than $1,000 or imprisoned in jail not more than 
one year, or both. 

§ 1834. Issue for warehouseman's goods of receipts which do 
not state that fact 

Where there are deposited with or held by a warehouseman goods of 
which he is owner, either solely or jointly or in common with others, 
the warehouseman, or any of his officers, agents, or servants who, 
knowing this ownership, issues or aids in issuing a negotiable receipt 
for the goods which does not state the ownership, shall, for each 
such offense, be fined not more than $1,000 or imprisoned in jail not 
more than one year, or both. 

§ 1835. Delivery of goods without obtaining negotiable receipt 
Except in the cases provided for by sections 1787 and 1809 of this 

title, whoever, being a warehouseman, or an officer, agent, or servant 
of a warehouseman, deliver goods out of the possession of the ware
houseman, knowing that a negotiable receipt the negotiation of which 
would transfer the right to the possession of the goods is outstanding 
and uncanceled, without obtaining the possession of the receipt at or 
before the time of the delivery, shallj for each such offense, be fined 
not more than $1,000 or imprisoned m jail not more than one year, 
or both. 

§ 1836. Negotiation of receipt for mortgaged goods 
Whoever deposits goods to which he has not title, or upon which 

there is a lien or mortgage, and takes for the goods a negotiable 
receipt which he afterwards negotiates for value with intent to de
ceive and without disclosing his want of title or the existence of the 
lien or mortgage, shall, for each such offense, be fined not more than 
$1,000 or imprisoned in jail not more than one year, or both. 
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Article E—^Interpretation 

§ 1841. Cases not provided for in subchapter 
In any case not provided for by this subchapter, the rules of law 

and equity, including the law merchant, and in particular the rules 
relating to the law of principal and agent and to the effect of fraud, 
misrepresentation, duress, or coercion, mistake, or other invalidating 
cause, govern. 
§ 1842. Interpretation shall give effect to purpose of uniformity 

This subchapter shall be so interpreted and construed as to effectuate 
its general purpose to make uniform the law of those states which 
enact it. 
§ 1843. Definitions 

(a) In this subchapter, unless the context or subject matter other
wise requires: 

"action" includes counterclaim and setoff; 
"delivery" means voluntary transfer of possession from one per

son to another; 
"fungible goods" means goods of which any unit is, from its nature 

or by mercantile custom, treated as the equivalent of any other unit; 
"goods" means chattels or merchandise in storage, or which has 

been or is about to be stored; 
"holder" of a receipt means a person who has both actual pos

session of such receipt and a right of property therein; 
"order" means an order by indorsement on the receipt; 
"owner" does not include mortgagee or pledgee; 
"person" includes a corporation or partnership or two or more 

persons having a joint or common interest; 
"purchase" includes to take as mortgagee or as pledgee; 
"purchaser" includes mortgagee and pledgee; 
"receipt" means a warehouse receipt; 
"value" means any consideration sufficient to support a simple con

tract; an antecedent or pre-existing obligation, whether for money 
or not, constitutes value where a receipt is taken either in satisfac
tion thereof or as security therefor; 

"warehouseman" means a person lawfully engaged in the business 
of storing goods for profit. 

(b) A thing is done "in good faith" within the meaning of this 
subchapter, when it is in fact done honestly, whether it be done negli
gently or not. 
§ 1844. Short title 

This subchapter may be cited as the Uniform Warehouse Receipts 
Act. 

Subchapter V—Innkeepers 

§ 1871. Innkeeper's lien on property of guests 
Hotel, inn, boardinghouse, and lodginghouse keepers have a 

lien upon the baggage and other property belonging to or legally 
under the control of their guests, boarders, or lodgers which may be 
in the hotel, inn, or boarding or lodginghouse for the proper charges 
due from the guests, boarders, or lodgers, for their accommodation, 
board and lodging, and room rent, and such extras as are furnished 
at their request, and for all money paid for or advanced to the guests, 
boarders or lodgers, and for the costs of enforcing the lien, with the 
right to the possession of the baggage and other property until the 
charges and moneys are paid. 

Unless the charges and moneys are paid when they become due, 
the hotel, inn, boardinghouse, or lodginghouse keeper may sell the 
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baggage and property under the conditions prescribed by sections 
1806-1809 of this title relating to warehousemen. 
§ 1872. Unclaimed baggage; sale at auction 

When a trunk, carpetbag, valise, box, bundle, or other bag
gage comes into the possession of the keeper of a hotel, inn, or board
ing or lodginghouse, and remains unclaimed for a period of three 
months, he may sell it under the conditions prescribed by sections 
1806-1809 of this title relating to warehousemen. 

Subchapter VI—Finding 

§ 1891. Obligation of finder 
One who finds a thing lost is not bound to take charge of it, but if 

he does so he is thenceforward a depositary for the owner, with the 
rights and obligations of a depositary for hire. 

§ 1892. Notice of finding of things or saving of animals; 
restitution 

If the finder of a thing, other than a domestic animal, takes pos
session thereof, or if a person saves such an animal from drowning 
or starvation, he shall, within a reasonable time, inform the owner 
thereof, if known, and make restitution to him upon demand, without 
compensation, except a reasonable charge for saving and caring 
therefor. 

If the finder or saver does not know the owner, he shall, within 
five days, file an affidavit with the magistrate of the subdivision in 
which the finding or saving took place, particularly describing the 
property and the time, place, and circumstances under which it was 
found or saved. 
§ 1893. Proof of ownership 

The finder of a thing may, in good faith, before giving it up, require 
reasonable proof of ownership from a person claiming it. 
§ 1894. Reward and compensation to finder 

The finder of a thing is entitled to compensation for all expenses 
necessarily incurred by him in its preservation, and for any other serv
ice necessarily performed by him about it, and to a reasonable reward 
for keeping it. 

§ 1895. Storage of thing found 
The finder of a thing may exonerate himself from liability at any 

time by placing it on storage with any responsible person of good 
character, at a reasonable expense. 

§ 1896. Sale by finder 
The finder of a thing which is commonly the subject of sale, may 

sell it when the owner cannot, with reasonable diligence, be found, or 
being found, refuses upon demand to pay the lawful charges of the 
finder, and when: 

(1) the thing is in danger of perishing or of losing the greater 
part,of its value; or 

(2) the lawful charges of the finder amount to two thirds of 
its value. 

§ 1897. Manner of sale 
A sale pursuant to section 1896 of this title sliall be made in the 

same manner as the sale of a thing pledged. 
§ 1898. Vesting of property in finder 

If an owner does not appear within six months after the finding or 
saving and offer reasonable proof of his ownership, and compensates, 
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or in good faith offer to compensate, the finder or saver for the 
expense necessarily incurred by him, then the property vests in the 
finder or saver, 
§ 1899. Abandoned things 

This subchapter does not apply to things which have been inten
tionally abandoned by their owners. 

CHAPTER 53—DEPOSIT FOR EXCHANGE 
Sec. 

1931. Relations of the parties. ,, ,; ., , a 

§ 1931. Relations of the parties 
A deposit for exchange transfers to the depositary the title to the 

thing deposited, and creates between him and the depositor the rehi-
tion of debtor and creditor merely. 

CHAPTER 55—LOAN 

SUBCHAPTER I—LOAN FOB USE 

Sec. 
1961. Definition of loan for use. 
1962. Title to property lent. 
1963. Oare required of borrower. 
1964. Treatment of animals by borrower. 
1965. Degree of skill. 
1966. Borrower to repair injuries. - ' - .-p'~-- t 
1967. Use of thing lent. 
1968. Relending forbidden. 
1969. Exi>enses of thing lent. 
1970. Liability of lender for defects. 
1971. Return of thing lent; time; indemnification for loss. 
1972. When returnable without demand. 
1978. Place of return. 

SUBCHAFTEB H—LOAN FOB EXCHANGE 

1991. Definition of loan for exchange. 
1992. Optional loan. 
1993. Title to property lent 
1994. Modification of contract. 
1995. Applicability of sections 1970,1972, and 1973. 

SUBCHAPTER III—LOAN OF MONEY 

2011. Definition of loan of money. 
2012. Repayment of loan in current money. 
2013. Loan presumed to be on interest. 
2014. Definition of interest. 
2015. Annual rate. 
2016. Legal interest. 
2017. Usurious contracts; principal, only, recoverable. 
2018. Recovery of usurious interest paid. 
2019. Evidence of usury. 

Subchapter I—Loan for Use 

§ 1961. Definition of loan for use 
A loan for use is a contract by which one gives to another the tem

porary possession and use of personal property, and the latter agrees 
to return the same thing to him at a future time, without reward for 
its use. 
§ 1962. Title to property lent 

A loan for use does not transfer the title to the thing; and all its 
increase during the period of the loan belongs to the lender. 
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§ 1963. Care required of borrower 
A borrower for use shall use great care for the preservation in safety 

and in good condition of the thing lent. 
§ 1964. Treatment of animals by borrower 

One who borrows a living animal for use shall treat it with great 
kindness and provide everything necessary and suitable for it. 
§ 1965. Degree of skill 

A borrower for use shall have and exercise such skill in the care 
of the thing lent as he causes the lender to believe him to possess. 

§ 1966. Borrower to repair injuries 
A borrower for use shall repair all deteriorations or injuries to 

the thing lent which are occasioned by his negligence, however slight, 

§ 1967. Use of thing lent 
The borrower of a thing for use may use it for such purposes 

only as the lender might reasonably anticipate at the time of lending. 
§ 1968. Relending forbidden 

The borrower of a thing for use may not part with it to a third 
person, without the consent of the lender. 
§ 1969. Expenses of thing lent 

The borrower of a thing for use shall bear all its expenses during 
the loan, except such as are necessarily incurred by him to preserve 
it from unexpected and unusual injury. For those expenses he is 
entitled to compensation from the lender, who may, however, ex
onerate himself by surrendering the thing to the borrower. 

§ 1970. Liability of lender for defects 
The lender of a thing for use shall indemnify the borrower for 

damage caused by defects or vices in it, which he knew at the time 
of lending, and concealed from the borrower. 
§ 1971. Return of thing lent; time, indemnification for loss 

The lender of a thing for use may at any time require its return, even 
though he lent it for a specified time or purpose. But if, on the faith 
of such an agreement, the borrower has made such arrangements that 
a return of tne thing before the period agreed upon would cause him 
loss, exceeding the benefit derived by him from the loan, the lender 
shall indemnity him for the loss, if he compels the return, the bor
rower not having in any manner violated his auty. 

§ 1972. When returnable without demand 
If a thing is lent for use for a specified time or purpose, it must be 

returned to the lender without demand, as soon as tne tmie has expired, 
or the purpose has been accomplished. In other cases it need not be 
returned until demanded. 
§ 1973. Place of return 

The borrower of a thing for use shall return it to the lender, at the 
place contemplated by the parties at the time of lending; or if a 
particular place was not so contemplated by them, then at the place 
where it was at the time. 

Subchapter II—Loan for Exchange 

§ 1991. Definition of loan for exchange 
A loan for exchange is a contract by which one delivers personal 

property to another, and the latter agrees to return to the lender a 
similar thing at a future time, without reward for its use. 
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§1992. Optional loan 
A loan, which the borrower is allowed by the lender to treat as a 

loan for use, or for exchange, at his option, is subject to all the pro
visions of this subchapter. 

§ 1993. Title to property lent 
By a loan for exchange the title to the thing lent is transferred to 

the borrower, and he shall bear all its expenses, and is entitled to all 
its increase. 

§ 1994. Modification of contract 
A lender for exchange may not require the borrower to fulfill his 

obligations at a time, or in a manner, diflferent from that which was 
originally agreed upon. 

§1995. Applicability of sections 1970,1972, and 1973 
Sections 1970, 1972, and 1973 of this title apply to a loan for 

exchange. 
Subchapter III—Loan of Money 

§ 2011. Definition of loan of money 
A loan of money is a contract by which one delivers a sum of money 

to another, and the latter agrees to return at a future time a sum 
equivalent to that which he borrowed. A loan for mere use is gov
erned by subchapter I of this chapter relating to loan for use. 
§ 2012. Repayment of loan in current money 

Unless there is an express contract to the contrary, a borrower of 
money shall pay the amount due in such money as is current at the 
time when the loan becomes due, whether the money is worth more or 
less than the actual money lent. 

§ 2013. Loan presumed to be on interest 
Whenever a loan of money is made, it is presumed to be made upon 

interest, unless it is otherwise expressly stipulated at the time in 
writing. 

§ 2014. Definition of interest 
Interest is the compensation allowed by law or fixed by the parties 

for the use, or forebearance, or detention of money. 

§ 2015. Annual rate 
When a rate of interest is prescribed by a law or contract, without 

specifying the period of time by which the rate is to be calculated, it 
is to be deemed an annual rate. 

§ 2016. Legal interest 
A rate of interest may not be allowed in excess of 6 per centum per 

annum upon any contract for the use or detention of money, unless it 
is in writing and the interest agreed upon may not exceed 12 per 
centum per annum. 
§ 2017. Usurious contracts; principal, only, recoverable 

All contracts whatsoever which may in any way, directly or indi
rectly, violate section 2016 of this title by stipulating for a greater 
rate of interest than 12 per centum per annum, are void and of no 
eflfect for the amount or value of the interest only; but the principal 
sum of money or value of the contract may be received and recovered. 
§ 2018. Recovery of usurious interest paid 

When the interest received or collected for the use or detention of 
money exceeds the rate of 12 per centum per annum, it shall be deemed 
to be usurious, and the persons paying the same, or their legal repre-
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sentatives, may recover from the person, firm, or corporation receiving 
such interest, the amount of the interest so received or collected, in any 
court of competent jurisdiction, within two years from the date of the 
payment. 
§ 2019. Evidence of usury 

Evidence of usury may not be received on the trial of any case 
unless it is pleaded and verified by the affidavit of the party wishing 
to avail himself of that defense. 

CHAPTER 57—HIRING 
Sec. 
2051. Hiring defined. 
2052. Products of thing hired. 
2053. Quiet possession. 
2054. Degree of care by hirer. 
2055. Gepairs by hirer. 
2056. Thing let for a particular purpose. 
2057. Termination of hiring by letter. 
2058. Termination of hiring by hirer. 
2059. Termination of hiring generally. 
2060. Death or incapacity of party. 
2061. Apportionment of hire. 
2062. Obligntions of letter of personal property. 
2063. Ordinary expenses. 
2064. Extraordinary expenses. 
2065. lleturn of thing hired. 

§ 2051. Hiring defined 
Hiring is a contract by which one gives to another the temporary 

possession and use of property, other than money, for reward, and 
the latter agrees to return the same to the former at a future time. 

§ 2052. Products of thing hired 
The products of a thing hired, during the hiring, belong to the hirer. 

§ 2053. Quiet possession 
An agreement to let upon hire binds the letter to secure to the hirer 

the quiet possession of the thing hired during the term of the hiring, 
against all pei-sons lawfully claiming it. 

§ 2054. Degree of care by hirer 
The hirer of a thing shall use ordinary care for its preservation in 

safety and in good condition. 
§ 2055. Repairs by hirer 

The hirer of a thing shall repair all deteriorations or injuries 
thereto occasioned by his want of ordinary care. 
§ 2056. Thing let for a particular purpose 

When a thing is let for a particular purpose the hirer may not use 
it for any other purpose; and if he does, he is liable to the letter for all 
damages resulting from such use, or the letter may treat the contract 
as thereby rescinded-

§ 2057. Termination of hiring by letter 
The letter of a thing may terminate the hiring and reclaim the thing 

before the end of the term agreed upon when the hirer: 
(1) uses or permits a use of the thing hired in a manner con

trary to the agreement of the parties; or 
(2) does not, within a reasonable time after request, make 

such repairs as he is bound to make. 
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§ 2058. Termination of hiring by liirer 
The hirer of a thing may terminate the hiring before the end of 

the term agreed upon: 
(1) when the letter does not, within a reasonable time after 

request, fulfill his obligations, if any, as to placing and securing 
the hirer in the quiet possession of the thing hired, or putting 
it into good condition, or repairing; or 

(2) when the greater part of the thing hired, or that part 
which was and which the letter had at the time of the hiring 
reason to believe was the material inducement to the hirer to 
enter into the contract, perishes from any other causes than the 
want of ordinary care of the hirer. 

§ 2059. Termination of hiring generally 
The hiring of a thing terminates: 

(1) at the end of the term agreed upon; 
(2) by the mutual consent of the parties; 
(3) by the hirer acquiring a title to the thing hired superior 

to that of the letter; or 
(4) by the destruction of the thing hired. 

§ 2060. Death or incapacity of party 
If the hiring of a thing is terminable at the pleasure of one of the 

parties, it is terminated by notice to the other of his death or incapacity 
to contract. In other cases it is not terminated thereby. 
§ 2061. Apportionment of hire 

When the hiring of a thing is terminated before the time originally 
agreed upon, the hirer shall pay the due proportion of the hire for 
such use as he has actually made of the thing, unless the use is merely 
nominal and of no benefit to him. 
§ 2062. Obligations of letter of personal property 

One who lets personal property shall deliver it to the hirer, secure 
his quiet enjoyment thereof against all lawful claimants, put it into a 
condition fit for the purpose for which he lets it, and repair all de
teriorations thereof not occasioned by the fault of the hirer and not 
the natural result of its use. 
§ 2063. Ordinary expenses 

A hirer of personal property shall bear all such expenses concerning 
it as might naturally be foreseen to attend it during its use by him. 
All other expenses must be borne by the letter. 
§ 2064. Extraordinary expenses 

If a letter fails to fulfill his obligations as prescribed by section 2062 
of this title, the hirer, after giving him notice to do so, if notice 
can conveniently be given, may expend any reasonable amount nec
essary to make good the letter's default, and may recover that amount 
from him. 

§ 2065. Return of thing hired 
At the expiration of the term for which personal property is hired, 

the hirer shall return it to the letter at the place contemplated by the 
parties at the time of hiring; or, if no particular place was so con
templated by them, at the place at which it was at that time. 
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CHAPTER 59—SERVICE WITH EMPLOYMENT 

SUBCHAPTEB I—QENEBAL PBOTISIONS 
Sec. 
2101. Employment defined. 
2102. Government employees. 
2103. Scope of chapter. 

SUBCHAPTER H—OBUGATIONS OF EMPLOTEB 

2121. Indemnification of employee. 
2122. Assumption of risk; fellow servant rule; contributory negligencCi 
2123. Negligence of employer. 

SUBCHAPTEB HI—OBLIGATIONS OF EMPLOYEE 

2151. Duties of gratuitous employee generally. 
21.̂ 2. Gratuitous employee; service by own request; relinquishment. 
21.53. Same; written power of attorney. 
2154. Duties of employee for reward. 
2155. Duties of employee for his own benefit. 
2156. Obedience to employer. 
2157. Conformity to usage. 
2158. Degree of skill required. 
2159. Use of skill possessed. 
2160. Things which belong to employer. 
2161. Duty to account 
2162. Delivery without demand. 
2163. Preference to employer. 
2164. Responsibility for negligence. 
2165. Surviving employee. 

SUBCHAPTEB IV TEBMINATION OF EMPLOYMENT 

2191. Termination of employment generally. 
2192. Death or incapacity of employer. 
2193. Continuance of service in certain cases. 
2194. Terms of employment 
2195. Termination by employer. 
2196. Termination by employee. 
2197. Compensation due on dismissal. 
2198. Compensation due on quitting. 

Subchapter I—General Provisions 

§ 2101. Employment defined 
The contract of employment is a contract by which one, who is 

called the employer, engages another, who is called the employee, to do 
something for the benefit of the employer or of a third person. 
§ 2102. Government employees 

This chapter and chapters 61 and 63 of this title do not apply to 
the United States Government or any of its agencies, or to their 
employees as concerns such employment. 
§ 2103. Scope of chapter 

The scope of this chapter is not confined to servants, but includes 
factors, brokers, carriers, agents, and all similar classes of persons. 

Subchapter II—Obligations of Employer 

§ 2121. Indemnification of employee 
Except as provided by section 2122 of this title, an employer must 

indemnify his employee for all that the employee necessarily expends 
or loses in direct consequence of the discharge of his duties as such, or 
of his obedience to the directions of the employer, even though unlaw
ful, unless the employee, at the time of obeying such directions, be
lieved them to be unlawful. 



- 1 7 6 -

§ 2122. Assumption of risk; fellow servant rule; contributory 
negligence 

(a) An employer is not bound to indemnify his employee for losses 
suffered by the hitter in consequence of the ordinary risks of tlie busi
ness in which he is employed nor in consequence of the negligence of 
another person employed by the same employer in the same general 
business, unless the negligence causing the injury was committed 
in the performance of a duty the employer owes by law to the em
ployee, or unless the employer has neglected to use ordinary care 
in the selection of the culpable employee. However, the employer 
is liable for injury when the same results from the wrongful act, 
neglect, or default of any agent or officer of the employer, su
perior to the employee injured, or of a person employed by the 
employer having the right to control or direct the services of the 
employee injured, and also when the injury results from the wrongful 
act, neglect, or default of a coemployee engaged in another depart
ment of labor from that of the employee injured, or employed upon 
a machine or other appliance other than that upon which the em
ployee injured is employed. 

(b) Knowledge by an employee injured of the defective or unsafe 
character or condition of any machinery, ways, appliances or struc
tures of the employer is not a bar to recovery for any injury or 
death caused thereby, unless it also appears that the employee fully 
understood, comprehended and appreciated the dangers incident to 
the use of the defective machinery, ways, appliances or structures, 
and thereafter consented to use it, or continued in the use thereof. 

(c) Any contract or agreement, express or implied, made by an 
employee to waive the benefits of this section, or any part thereof, 
is null and void, and this section does not deprive any employee or 
his personal representative of any right or remedy to which he is 
now entitled under the laws of the Canal Zone. 

(d) The rules and principles of law as to contributory negligence 
which apply to other cases apply to cases arising under this section, 
except insofar as the same are herein modified or changed. 
§ 2123. Negligence of employer 

An employer shall in all cases indemnify his employee for losses 
caused by the former's want of ordinary care. 

Subchapter III—Obligations of Employee 

§ 2151. Duties of gratuitous employee generally 
One who, without consideration, undertakes to do a service for 

another, is not bound to perform the same, but if he actually enters 
upon its performance, he shall use at least slight care and diligence 
therein. 
§ 2152. Gratuitous employee; service by own request; relinquish

ment 
One who, by his own special request, induces another to intrust him 

with the performance of a service, shall perform the same fully. 
In other cases, one who undertakes a gratuitous service may relinquish 
it at any time. 
§ 2153. Same; written power of attorney 

A gratuitous employee, who accepts a written power of attorney, 
shall act under it as long as it remains in force, or until he gives notice 
to his employer that he will not do so. 
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§ 2154. Duties of employee for reward 
One who, for a good consideration, agrees to serve another, shall 

perform the service, and must use ordinary care and diligence therein, 
as long as he is thus employed, 
§ 2155. Duties of employee for his own benefit 

One who is employed at his own request to do that which is more 
for his own advantage than for that of his employer, shall use great 
care and diligence therein to protect the interest of the employer. 

§ 2156. Obedience to employer 
An employee shall substantially comply with all the directions of 

his employer concerning the service on which he is engaged, except 
where obedience is impossible or unlawful, or would impose new 
and unreasonable burdens upon the employee. 
§ 2157. Conformity to usage 

An employee shall perform his service in conformity to the usage 
of the place of performance, unless otherwise directed by his employer, 
or unless it is impracticable or manifestly injurious to his employer to 
do so, 
§ 2158. Degree of skill required 

An employee shall exercise a reasonable degree of skill, unless 
his employer has notice, before employing him, of his want of skill, 
§ 2159. Use of skill possessed 

An employee shall use such skill as he possesses, as far as the 
same is required, for the service specified. 

§ 2160. Things which belong to employer 
Everything which an employee acquires by virtue of his employ

ment, except the compensation, if any, which is due to him from his 
employer, belongs to the employer, whether acquired la wfully or un
lawfully, or during or after the expiration of the term of his employ
ment. 

§ 2161. Duty to account 
An employee shall, on demand, render to his employer just accounts 

of all his transactions in the course of his service, as often as may 
be reasonable, and shall, without demand, give prompt notice to his 
employer of everything which he receives for his account. 
§ 2162. Delivery without demand 

An emploj^ee who receives anything on account of his employer, 
in any capacity other than that of a mere servant, is not bound to 
deliver it to the employer until demanded, and may not send it to 
the employer from a distance, without demand, in any mode involv
ing greater risk than its retention by the employee himself. 

§ 2163. Preference to employer 
An employee who has any business to transact on his own account, 

similar to that intrusted to him by his employer, shall always give the 
latter the preference. 

§ 2164. Responsibility for negligence 
An employee who is guilty of a culpable degree of negligence is 

liable to his employer for the damage thereby caused to the employer. 
The employer is liable to the employee, if the service is not gratuitous, 
for the value of such services only as are properly rendered. 

88558 O - 62 - 18 
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§ 2165. Surviving employee 
Where service is to be rendered by two or more persons jointly, and 

one of them dies, the survivor shall act alone, if the service to be rend
ered is such as he can rightly perform without the aid of the deceased 
person, but not otherwise. 

Subchapter IV—^Termination of Employment 

§ 2191. Termination of employment generally 
Employment is terminated by: ; 

(1) the expiration of its appointed term; 
(2) the extinction of its subject; ^ 
(3) the death of the employee; or 
(4) the employee's legal incapacity to act as such. 

§ 2192. Death or incapacity of employer 
Employment in which the power of the employee is not coupled 

with an interest in its subject is terminated by notice to him of: 
(1) death of the employer; or 
(2) legal incapacity of the employer to contract. 

§ 2193. Continuance of service in certain cases 
An employee, unless the term of his service has expired, or unless he 

has a right to discontinue it at any time without notice, shall continue 
his service after notice of the death or incapacity of his employer, so 
far as is necessary to protect from serious injury the interests of the 
employer's successor in interest, until a reasonable time after notice 
of the facts has been communicated to the successor. The successor 
shall compensate the employee for the service according to the terms 
of the contract of employment. 
§ 2194. Terms of employment 

An employment having no specified term may be terminated at the 
will of either party, on notice to the other. Employment for a speci
fied term means an employment for a period greater than one month. 
§ 2195. Termination by employer 

An employment for a specified term may be terminated at any time 
by the employer in case of willful breach of duty by the employee 
in the course of his employment, or in case of his habitual neglect of nis 
duty or continued incapacity to perform it. 
§ 2196. Termination by employee 

An employment for a specified term may be terminated by the em
ployee at any time in case of willful or permanent breach of the 
obligations of his employer to him as an employee. 
§ 2197. Compensation due on dismissal 

An employee who is not employed for a specified term, and who is 
dismissed by his employer is entitled to compensation for services 
rendered up to the time of the dismissal. 
§ 2198. Compensation due on quitting 

An employee who is not employed for a specified term and who 
(juits the service of his employer is entitled to compensation for serv
ices rendered up to the time of the quitting. 
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CHAPTER 61—PARTICULAR EMPLOYMENTS 

SUBCHA1»TEE I MASTER AND SEKVANT 
See. 
2231. Servant defined. 
2232. Term of hiring; presumptions. 
2233. Presumption of monthly term and wages. 
2234. Renewal of hiring. 
2235. Delivery of things received for master's account. 
2236. Grounds for discharge. 

SUBCHAPTEE II—AGENTS 

2251. Conformity to limits of authority. 
2252. Duty to keep principal informed. 
2253. Collecting agent. 
2254. Responsibility of subagent. 

SUBCHAPTER HI—FACTORS 

2271. Factor defined. 
2272. Obedience required from factor. 
2273. Sales on credit. 
2274. Liability of factor under guaranty commission. 
2275. Relief from liability. 

Subchapter I—Master and Servant 

§ 2231. Servant defined 
A servant is one who is employed to render personal service to his 

employer, otherwise than in the pursuit of an independent calling, and 
who in such service remains entirely under the control and direction 
of the latter, who is called his master. 
§ 2232. Term of hiring; presumptions 

A servant is presumed to have been hired for such length of time as 
the parties adopt for the estimation of wages. A hiring at a yearly 
rate is presumed to be for one year; a hiring at a daily rate, for one 
day; a hiring by piecework, for no specified term. 
§ 2233. Presumption of monthly term and wages 

In the absence of an agreement or custom as to the term of service, 
the time of payment, or rate or value of wages, a servant is presumed 
to be hired by the month, at a monthly rate of reasonable wages, to be 
paid when the service is performed. 
§ 2234. Renewal of hiring 

Where, after the expiration of an agreement respecting the wages 
and the term of service, the parties continue the relation of master 
and servant, they are presumed to have renewed the agreement for the 
same wages and term of service. 

§ 2235. Delivery of things received for master's account 
A servant shall deliver to his master, as soon as with reasonable 

diligence he can find him, everything that he receives for the master's 
account, without demand; but the servant is not bound, without orders 
from his master, to send anything to the master through another 
person. 

§ 2236. Grounds for discharge 
A master may discharge any servant, other tlian an apprentice, 

whether engaged for a fixed term or not: 
(1) if the servant is guilty of misconduct in the course of his 

service, or of gross immorality, though unconnected with his 
service; or 

(2) if, being employed about the person of the master, or in a 
confidential position, the master discovers that the servant has 
been guilty of misconduct, before or after the commencement of 
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his service, of such a nature that, if the master had known or con
templated it, he would not have so employed the servant. 

Subchapter II—Agents 

§ 2251. Conformity to limits of authority 
An agent may not exceed the limits of his actual authority, as 

defined by chapter 75 of this title on agency. 
§ 2252. Duty to keep principal informed 

An agent shall use ordinary diligence to keep his principal informed 
of his acts in the course of the agency. 
§ 2253. Collecting agent 

An agent employed to collect a negotiable instrmnent shall collect 
it promptly, and take all measures necessary to charge the parties 
thereto, in case of its dishonor; and, if it is a bill of exchange, shall 
present it for acceptance with reasonable diligence. 
§ 2254. Responsibility of subagent 

A mere agent of an agent is not responsible as such to the principal 
of the latter. 

Subchapter III—Factors 

§ 2271. Factor defined 
A factor is an agent who, in the pursuit of an independent calling, 

is emplojred by another to sell property for him, and is vested by the 
latter with the possession or control of the property, or authorized 
to receive payment therefor from the purchaser. 
§ 2272. Obedience required from factor 

A factor shall obey the instructions of his principal to the same 
extent as any other employee, notwithstanding any advances he may 
have made to his principal upon the property consigned to him, 
except that if the principal forbids him to sell at the market price, 
he may, nevertheless, sell for his reimbursement, after giving to his 
principal reasonable notice of his intention to do so, and of Uie time 
and place of sale, and proceeding in all respects as a pledgee. 

§ 2273. Sales on credit 
A factor may sell property consigned to him on such credit as is 

usual; but, having once agreed with the purchaser upon the term of 
credit, may not extend it. 
§ 2274. Liability of factor under guaranty commission 

A factor who charges his principal with a guaranty commission 
upon a sale, thereby assvunes absolutely to pay the price when it falls 
due, as if it were a debt of his own, and not as a mere guarantor for the 
purchaser; but he does not thereby assume any additional responsi
bility for the safety of his remittance of the proceeds. 

§ 2275. Relief from liability 
A factor who receives property for sale, under a general agreement 

or usage to guarantee the sales or the remittance of the proceeds, may 
not relieve himself from responsibility therefor without the consent 
of his principal. 
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CHAPTER 63—SERVICE WITHOUT EMPLOYMENT 
See. 
2311. Voluntary interference with property. 
§ 2311. Voluntary interference with property 

One who officiously, and without the consent of the real or apparent 
owner of a thing, takes it into his possession for the purpose of render
ing a service about it, shall complete the service, and use ordinary 
care, diligence, and reasonable skill about the same. He is not entitled 
to compensation for his service or expenses, except that he may deduct 
actual and necessary expenses incurred by him about the service from 
any profits which his service has caused the thing to acquire for its 
owner, and shall account to the owner for the residue. 

CHAPTER 65—CARRIAGE IN GENERAL 
See. 
2341. Contract of carriage defined. 
2342. Kinds of carriage. 
2343. Marine carriers; application of provisions. 
2344. Obligations of gratuitous carriers. 
2345. Obligations of gratuitous carrier after commencing carriage. 
§ 2341. Contract of carriage defined 

The contract of carriage is a contract for the conveyance of prop
erty, persons, or messages, from one place to another. 
§ 2342. Kinds of carriage 

Carriage is either: 
(1) inland; or 
(2) marine. 

§ 2343. Marine carriers; application of provisions 
This chapter and chapters 67-73 of this title, with the exception of 

section 2471 of this title, do not apply to marine carriers. 
Marine carriers, within the meaning of this section, include carriers 

upon the ocean, upon arms of the sea, and those transiting the Canal 
from ocean to ocean. 

§ 2344. Obligations of gratuitous carriers 
Carriers without reward are subject to the same rules as employees 

without reward, except as far as is otherwise provided by this chapter 
and chapters 67-73 of this title. 

§ 2345. Obligations of gratuitous carrier after commencing 
carriage 

A carrier without reward, who has be^un to perform his under
taking, shall complete it in like manner as if he had received a reward, 
unless he restores the person or thing carried to as favorable a posi
tion as before he commenced the carriage. 

CHAPTER 67—CARRIAGE OF PERSONS 

BUBCHAPTEB I—GBATUITOUS CABBIAGE OF PBBSONS 
See. 
2371. Degree of care required. 

SUBCHAPTER II CARBIAOE FOB REWARD 

2391. General duties of carrier. 
2392. Safety of vehicles. 
2398. Overcrowding or overloading, 
2394. Treatment of passengers. 
2395. Rate of speed and delays. 
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Subchapter I—Gratuitous Carriage of Persons 

§ 2371. Degree of care required 
A carrier of persons without reward shall use ordinary care and 

diligence for their safe carriage. 

Subchapter II—Carriage for Reward 

§ 2391. General duties of carrier 
A carrier of persons for reward shall use the utmost care and dili

gence for their safe carriage, shall provide everything necessary for 
that purpose, and shall exercise to that end a reasonable degree of 
skill. 
§ 2392. Safety of vehicles 

A carrier of persons for reward shall provide vehicles safe and fit 
for the purposes to which they are put, and is not excused for default 
in this respect by any degree of care. 
§ 2393. Overcrowding or overloading 

A carrier of persons for reward may not overcrowd or overload 
his vehicle. 
§ 2394. Treatment of passengers 

A carrier of persons for reward shall give to passengers all such 
accommodations as are usual and reasonable, and shall treat them 
with civility, and give them a reasonable degree of attention. 
§ 2395. Rate of speed and delays 

A carrier of persons for reward shall travel at a reasonable rate of 
speed, and without any unreasonable delay, or deviation from his 
proper route. 

CHAPTER 69~CARRIAGE OF PROPERTY 
8UBCHAFTEB I—GENERAL DEFINITIONS 

See. 

2421. Freight, freightage, consignor, and consignee defined. 

SUBOHAFTEB n—0BU0ATI0N8 OF CABBIES 

2441. Care and diligence required of carriers. 
2442. Obedience to directions. 
2443. Conflict of orders. 
2444. Delivery of freight 
2445. Notice of arrival to consignee. 
2446. Failure of consignee to accept and remove freight 

SUBCHAPTEB HI—BILLS OF LADING 

2471. Application of Federal Bill of Lading Act to shipments wholly within 
Canal Zone. 

SUBOHAPTEB IV—^FBEIGHTAGE -
• - i -

2491. Time for payment of freightage. 
2492. Consignor's liability. <n» 
2493. Consignee's liability. 
2494. Natural increase of freight ^t'i - ' *« 
2495. Apportionment by contract 
2496. Apportionment upon partial delivery. 
2497. Apportionment according to distance. 
2498. Freight carried farther or faster than agreed. 
2499. Carrier's lien. 
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Subchapter I—General Definitions 

§ 2421. Freight, freightage, consignor, and consignee defined 
Property carried is called freight; the reward, if any, to be paid for 

its carriage is called freightage; the person who delivers the freight to 
the carrier is called the consignor; and the person to whom it is to 
be delivered is called the consignee. 

Subchapter II—Obligations of Carrier 

§ 2441. Care and diligence required of carr iers 
A carrier of property for reward shall use at least ordinary care 

and diligence in the performance of all his duties. A carrier without 
reward shall use at least slight care and diligence. 
§ 2442. Obedience to directions 

A carrier shall comply with the directions of the consignor or con
signee to the same extent that an employee is bound to comply with 
those of his employer. 
§ 2443. Conflict of orders 

When the directions of a consignor and consignee are conflicting, 
the carrier shall comply with those of the consignor in respect to all 
matters except the delivery of the freight, as to which he shall comply 
with the directions of the consignee, unless the cons i^or has specially 
forbidden the carrier to receive orders from the consignee inconsistent 
with his own. 
§ 2444. Delivery of freight 

A carrier of property shall deliver it to the consignee, at the place 
to which it is addressed, in the manner usual at that place. 
§ 2445. Notice of arrival to consignee 

If, for any reason, a carrier does not deliver freight to the consi^ee 
or his agent personally, he shall notify the consignee of its arrival, 
and keep the same in safety, upon his responsibility as a warehouse
man, until the consignee has had a reasonable time to remove it. If 
the place of residence or business of the consignee is unknown to the 
carrier, he may give the notice by letter mailed in the nearest post 
office. 

§ 2446. Failure of consignee to accept and remove freight 
If a consignee does not accept and remove freight within 72 hours 

after the carrier has fulfilled his obligation to deliver, or duly offered 
to fulfill the same, the rights and duties of the carrier shall thereafter 
be the same as those of a warehouseman as provided in subchapter IV 
of chapter 61 of this title. 

Subchapter III—Bills of Lading 

§ 2471. Application of Federal Bill of Lading Act to shipments 
wholly within Canal Zone 

The Federal Bill of Lading Act (49 U.S.C., sees. 81-124) applies 
to shipments wholly within the Canal Zone. 

Subchapter IV—Freightage 

§ 2491. Time for payment of freightage 
A carrier may require his freightage to be paid upon his receiving 

the freight; but if he does not demand it then, he may not until he is 
ready to deliver the freight to the consignee. 
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§ 2492. Consignor's liability 
The consignor of freight is presumed to be liable for the freightage, 

but if the contract between him and the carrier provides that the con
signee shall pay it, and the carrier allows the consignee to take the 
freight, he may not afterwards recover the freightage from the con
signor. 

§ 2493. Consignee's liability 
The consignee of freight is liable for the freightage if he accepts the 

freight with notice of the intention of the consignor that he pay it. 
§ 2494. Natural increase of freight 

Freightage may not be charged upon the natural increase of freight. 
§ 2495. Apportionment by contract 

If freightage is apportioned by a bill of lading or other contract 
made between a consignor and carrier, the carrier is entitled to pay
ment, according to the apportionment, for as much as he delivers. 

§ 2496. Apportionment upon partial delivery 
If a part of the freight is accepted by a consignee, without specific 

objection that the rest is not delivered, the freightage must be appor
tioned and paid as to that part, though not apportioned in the original 
contract. 
§ 2497. Apportionment according to distance 

If a consignee voluntarily receives freight at a place short of the 
one appointed for delivery, the carrier is entitled to a just proportion 
of the freightage, according to distance. If the carrier, being ready 
and willing, offers to complete the transit, he is entitled to the full 
freightage. If he does not thus offer completion, and the consignee 
receives the freight only from necessity, the carrier is not entitled to 
any freightage. 

§ 2498. Freight carried farther or faster than agreed 
If freight is carried farther, or more expeditiously, than was agreed 

upon by the parties, the carrier is not entitled to additional compen
sation, and may not refuse to deliver it, on the demand of the con
signee, at the place and time of its arrival. 

§ 2499. Carrier 's lien 
A carrier has a lien for freightage and for services rendered at 

the request of the shipper or consignee in and about the transporta
tion, care, and preservation of the property, and he also has a lien 
for money advanced at the request of the shipper or consignee to 
discharge a prior lien. His rights to the lien are regulated by chapters 
97-103 of this title on liens. The lien may be enforced in the manner 
provided by sections 1806-1809 of this title relating to warehousemen. 

CHAPTER 71—CARRIAGE OF MESSAGES 
See. 
2531. Degree of care and diligence required. 

§ 2531. Degree of care and diligence required 
A carrier of messages for reward shall use great care and diligence 

in the transmission and delivery of messages. 

;siK"-*»i''4*-> '̂-
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CHAPTER 73—COMMON CARRIERS 
SUBCHAPTEB I—COMMON CABBIEBS IN QENEBAI. 

Sec. 
2561. Common carrier defined. 
2562. Obligation to accept freight 
2563. Compensation. 
2564. Limitation of obligations. 
2565. Exoneration agreements. 
2566. Acceptance of ticket, bill of lading or written contract. 
2567. Loss of valuable letters. 

SUBCHAPTER II COMMON CABBIEBS OF PEBSONS 

2591. Liability for luggage. 
2592. Regulations for conduct of business. 
2593. Payment of fare. 
2594. Ejection of passengers. 

SUBCHAPTER III COMMON CARRIERS OF PROPERTT 

2621. Liability of inland carriers for loss. 
2622. Application of exceptions. 
2623. Liability for delay. 
2624. Valuables; limitation of liability. 
2625. DeliTery of freight beyond usual route. 
2626. Proof in case of loss. 
2627. Services other than carriage and delivery. 

Subchapter I—Common Carriers in General 

§ 2561. Common carrier defined 
Everyone who oflfers to the public to carry persons, property, or 

messages is a common carrier of whatever he thus offers to carry. 
§ 2562. Obligation to accept freight 

A common carrier shall, if able to do so, accept and carry whatever 
is offered to him, at a reasonable time and place, of a kind that he 
undertakes or is accustomed to carry. 
§ 2563. Compensation 

A common carrier is entitled to a reasonable compensation and 
no more, which he may require to be paid in advance. If payment 
thereof is refused, he may refuse to carry. 
§ 2564. Limitation of obligations 

The obligations of a common carrier may not be limited by general 
notice on his part, but may be limited by special contract. 
§ 2565. Exoneration agreements 

A common carrier may not be exonerated, by any agreement made 
in anticipation thereof, from liability for the gross negligence, fraud, 
or willful wrong of himself or his servants. 
§ 2566. Acceptance of ticket, bill of lading or written contract 

Where a passenger or consignor receives a ticket, bill of lading, or 
written contract for carriage and makes no objection to its terms or 
conditions at the time he receives it, neither the passenger or consignor, 
nor any person who accepts delivery of the goods, nor any person 
who seeks to enforce any provision of the ticket, bill of lading, or 
written contract for carriage, may deny that he is Dound by the terms 
and conditions, as far as they are not contrary to law or public policy. 
§ 2567. Loss of valuable letters 

A common carrier is not responsible for loss or miscarriage of a 
letter, or package having the form of a letter, containing money or 
notes, bills of exchange, or other papers of value, unless he be in
formed at the time of its receipt of the value of its contents. 
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Subchapter II—Common Carriers of Persons 

§ 2591. Liability for luggage 
The liability of a carrier for luggage received by him with a pas

senger is the same as that of a common carrier of property. 

§ 2592. Regulations for conduct of business 
A common carrier of persons may make rules for the conduct of his 

business, and may require passengers to conform to them, if they are 
lawful, public, uniform in their application, and reasonable. 
§ 2593. Payment of fare 

A common carrier may demand the fare of passengers, either at 
starting or at any subsequent time. 
§ 2594. Ejection of passengers 

(a) A passenger who refuses to pay his fare or to conform to any 
lawful regulation of the carrier may be ejected from the vehicle by 
the carrier with as little violence as possible, at any usual stopping 
place or near a dwelling house. 

(b) After having ejected a passenger, a carrier may not require the 
payment of any part of his fare. 

Subchapter III—Common Carriers of Property 
§2621. Liability of inland carriers for loss 

Unless the consignor accompanies the freight and retains exclusive 
control thereof, an inland common carrier of property is liable, from 
the time that he accepts until he relieves himself from liability pursu
ant to sections 2444r-2446 of this title, for the loss or injury thereof 
from any cause whatever, except: 

(1) an inherent defect, vice, or weakness, or a spontaneous ac
tion, of the property itself; 

(2) the act of a public enemy of the United States; 
(3) the act of the law; or /i 
(4) an irresistible superhuman cause. 

§ 2522, Application of exceptions 
A common carrier is liable, even in the cases excepted by section 

2621 of this title, if his want of ordinary care exposes the property 
to the cause of the loss. 
§ 2623. Liability for delay 

A common carrier is liable for delay only when it is caused by his 
want of ordinary care and diligence. 
§ 2624. Valuables; limitation of liability 

A common carrier of gold, silver, platinum, or precious stones, or 
of imitations thereof, in a manufactured or unmanufactured state; 
of timepieces of any description; of negotiable paper or other valuable 
writings; of pictures, glass, or china ware; of statuary, silk or laces; 
or of plated ware of any kind, is not liable for more than $60 upon 
the loss or injury of any one package of such articles, unless he has 
notice, upon his receipt thereof, by mark upon the package, or other
wise, of the nature or the freight; nor is he liable upon any package 
carried for more than the value of the articles named in the receipt 
or the bill of lading. 

§ 2625. Delivery of freight beyond usual route 
If a common carrier accepts freight for a place beyond his usual 

route, he shall, unless he stipulates otherwise, deliver it at the end of 
his route in that direction to another competent carrier carrybig 
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to the place of address or connected with those who thus carry, and 
his liability ceases upon making such a delivery. 

§ 2626. Proof in case of loss 
If freiglit addressed to a place beyond the usual route of the common 

carrier who first received it is lost or injured, he shall, within a rea
sonable time after demand, give satisfactory proof to the consignor, 
that the loss or injury did not occur while it was in his charge, or he 
will be himself liable therefor. 

§ 2627. Services other than carriage and delivery 
In respect of any service rendered about freight by a common 

carrier, other than its carriage and delivery, his rights and obligations 
are defined by chapters 49-53 of this title, relatmg to deposit, and 
chapters 59-63 of this title, relating to service. 

CHAPTER 75—AGENCY IN GENERAL 
BUBCHAPTEB I—DEFINITIONS 

Sec. 
2661. Agent and agency defined. 
2662. Capacity to appoint or be agent. 
2663. General or special agents. 
2664. Actual or ostensible agency. 
2665. Actual agency defined. 
2666. Ostensible agency defined. 

SUBCHAPTER II—AUTHORITY OF AGENTS 

2691. Scope of authority. 
2692. Performance of acts required of principal by this title. 
2693. Defrauding principal. 
2694. Creation of agency. 
2695. Consideration unnecessary. 
2696. Oral or written authorizations. 
2697. Ratification of part of transaction. 
2698. Ratification of agent's ac t 
2699. When ratification void. 
2700. Third persons; effect of ratification. 
2701. Rescission of ratification. 
2702. Measure of agent's authority. 
2703. Actual authority defined. 
2704. Ostensible authority defined. 
2705. Agent's authority as to persons having notice of restrictions. 
2706. Necessary authority. 
2707. Power to disobey instructions. 
2708. Authority given in general and specific terms. 
2709. Exceptions to general authority. < »> ^ 
2710. Authority to sell personal property. 
2711. Authority of general agent to receive price. 
2712. Authority of special agent to receive price. 

SUBCHAPTER III MUTUAL OBLIGATIONS OF PRINCIPALS AND THIRD PERSONS 

2731. Principal's rights and liabilities from agent's acts. 
2732. Incomplete execution of authority. 
2733. Notice to principal or agent. 
2734. Obligation of principal when agent exceeds authority. 
2735. Acts under ostensible authority. 
2736. Exclusive credit to agent. 
2737. Person dealing with agent without knowledge of agency. 
2738. Instrument intended to bind principal. 
2739. Principal's responsibility for agent's negligence, wrongful act, or omis

sion. 
2740. Responsibility for agent's other wronga 
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SIBCHAPTER IV OBLIGATIONS OF AGENTS TO XHIKD PERSONS 
See. 
2761. Warranty of authority. 
2762. Agent's responsibility to third persons. 
2763. Surrender of property to third person. 
2764. Application of chapter on persons. 

SUBCHAPTER V DELEGATION OF AOENCT 

2781. Agent's delegation of powers. 
2782. Unauthorized subagent. 
2783. Authorized subagent 

SUBCHAPTEB VI—TERMINATION OF A6ENCT 

2801. Termination generally. 
2802. Revocation, death, or incapacity of principal. 

Subchapter I—Definitions 

§ 2661. Agent and agency defined 
An agent is one who represents another, called the principal, in 

dealings with third persons. Such a representation is called agency. 
§ 2662. Capacity to appoint or be agent 

Any person having capacity to contract may appoint an agent, 
and any person may be an agent. 
§ 2663. General or special agents 

An agent for a particular act or transaction is called a special 
agent. All others are general agents. 
§ 2664. Actual or ostensible agency 

An agency is either actual or ostensible. 
§ 2665. Actual agency defined 

An agency is actual when the agent is really employed by the 
principal. 
§ 2666. Ostensible agency defined 

An agency is ostensible when the principal intentionally, or by 
want of ordinary care, causes a third person to believe another who is 
not really employed by him to be his agent. 

Subchapter II—Authority of Agents 
§ 2691. Scope of authority 

An agent may be authorized to do any acts which his principal 
might do, except those to which the latter is bound to give his per
sonal attention. 
§ 2692. Performance of acts required of principal by this title 

Every act which, according to this title, may be done by or to 
any person, may be done by or to the agent of that person for that 
purpose, unless a contrary intention clearly appears. 
§ 2693. Defrauding principal 

An agent may never have authority, either actual or ostensible, to do 
an act which is, and is known or suspected by the person with whom 
he deals to be, a fraud upon the principal. 
§ 2694. Creation of agency 

An agency may be created, and an authority may be conferred, 
by a precedent authorization or a subsequent ratification. 
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§ 2695. Consideration unnecessary 
A consideration is not necessary to make an authority, whether 

precedent or subsequent, binding upon the principal. 
§ 2696. Oral or written authorizations 

An oral authorization is sufficient for any purpose, except that an 
authority to enter into a contract required by law to be in writing 
may be given only by an instrument in writing. 
§ 2697. Ratification of part of transaction 

Ratification of part of an indivisible transaction is a ratification of 
the whole. 
§ 2698. Ratification of agent's act 

A ratification may be made only in the manner that would have been 
necessary to confer an original authority for the act ratified, or where 
an oral authorization would suffice, by accepting or retaining the bene
fit of the act with notice thereof. 
§ 2699. When ratification void 

A ratification is not valid unless, at the time of ratifying the act 
done, the principal has power to confer authority for such an act. 
§ 2700. Third persons; effect of ratification 

An unauthorized act may not be made valid, retroactively, to the 
prejudice of third persons, without their consent. 
§ 2701. Rescission of ratification 

A ratification may be rescinded only if made without such consent 
as is required in a contract, or with an imperfect knowledge of the 
material facts of the transaction ratified. 
§ 2702. Measure of agent's authority 

An agent has such authority as the principal, actually or ostensibly, 
confers upon him. 
§ 2703. Actual authority defined 

Actual authority^is such as a principal intentionally confers upon the 
agent, or intentionally, or by want of ordinary care, allows the agent 
to believe himself to possess. 
§2704. Ostensible authority defined 

Ostensible authority is such as a principal, intentionally or by 
want of ordinary care, causes or allows a third person to believe the 
agent to possess. 

§ 2705. Agent's authority as to persons having notice of restric
tions 

An agent has actually such authority as is defined by this chapter 
and chapter 77 of this title, unless specially deprived thereof by his 
principal, and has even then such authority ostensibly, except as to 
persons who have actual or constructive notice of the restriction 
upon his authority. 

§ 2706. Necessary authority 
An agent may: 

( i ) do everything necessary or proper and usual, in the ordi
nary course of business, for effecting the purpose of his agency; 
and 

(2) make a representation respecting any matter of fact, not 
including the terms of his authority, but upon which his right to 
use his authority depends, and the truth of which cannot be de
termined by the use of reasonable diligence on the part of the per
son to whom the representation is made. 
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§ 2707. Power to disobey instructions 
An agent may disobey instructions in dealing with the subject of 

the agency, in cases where it is clearly for the interests of his prin
cipal that he should do so, and there is not time to communicate with 
the principal. 
§ 2708. Authority given in general and specific terms 

When an authority is given partly in general and partly in specific 
terms, the general authority gives no higher powers than those specifi
cally mentioned. 
§ 2709. Exceptions to general authority 

An authority expressed in general terms, however broad, does not 
authorize an agent to: 

(1) act in his own name, unless it is the usual course of busi
ness to do so; 

(2) define the scope of his agency; or 
(3) do any act which a trustee is forbidden to do by sections 

3531-3541 of Title 7. 
§ 2710. Authority to sell personal property 

An authority to sell personal property includes authority to warrant 
the title of the principal and the quality and quantity of the property. 
§ 2711. Authority of general agent to receive price 

A general agent to sell, who is intrusted by the principal with the 
possession of the thing sold, may receive the price. 
§ 2712. Authority of special agent to receive price 

A special agent to sell may receive the price on delivery of the thing 
sold, but not afterwards. 

Subchapter III—Mutual Obligations of Principals and 
Third Persons 

§ 2731. Principal's rights and liabilities from agent's acts 
An agent represents his principal for all purposes within the scope 

of his actual or ostensible authority, and all the rights and liabilities 
which would accrue to the agent from transactions within that limit, 
if they had been entered into on his own account, accrue to the 
principal. 
§ 2732. Incomplete execution of authority 

A principal is bound by an incomplete execution of an authority 
only when it is consistent with the whole purpose and scope thereof. 
§ 2733. Notice to principal or agent 

As against a principal, both principal and agent are deemed to 
have notice of whatever either has notice of, and ought, in good faith 
and the exercise of ordinary care and diligence, to communicate to the 
other. 
§ 2734. Obligation of principal when agent exceeds authority 

When an agent exceeds his authority, his principal is bound by his 
authorized acts only as far as they can be plainly separated from 
those which are unauthorized. 
§ 2735. Acts under ostensible authority 

A principal is bound by acts of his agent, under a merely ostensible 
authority, to those persons only who have in good faith, and without 
want of ordinary care, incurred a liability or parted with value, upon 
the faith thereof. 
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§ 2736. Exclusive credit to agent 
If exclusive credit is given to an agent by the person dealing with 

him, his principal is exonerated by payment or other satisfaction 
made by him to his agent in good faith, before receiving notice of 
the creditor's election to hold him responsible. 

§ 2737. Person dealing with agent without knowledge of agency 
One who deals with an agent, without knowing or having reason to 

believe that the agent acts as such in the transaction, may set off 
against any claim of the principal arising out of the same, all claims 
wliich he might have set off against the agent before notice of the 
agency. 
§ 2738. Instrument intended to bind principal 

An instrument within the scope of his authority by which an a^ent 
intends to bind his principal, does bind him if tiiat intent is plainly 
inferable from the instrument itself. 

§ 2739. Principal's responsibility for agent's negligence, wrong
ful act, or omission 

Unless required by or under the authority of law to employ that 
particular agent, a principal is responsible to third persons for the 
negligence of his agent in the transaction of the business of the agency, 
including wrongful acts committed by the agent in and as a part 
of the transaction of the business, and for his willful omission to 
fulfill the obligations of the principal. 
§ 2740. Responsibility for agent's other wrongs 

A principal is not responsible for wrongs committed by his agent 
other than those specified by section 2739 of this title, unless he has 
authorized or ratified them, even though they are committed while 
the agent is engaged in his service. 

Subchapter IV—Obligations of Agents to Third Persons 

§ 2761. Warranty of authority 
One who assumes to act as an agent thereby warrants, to all who deal 

with him in that capacity, that he has the authority which he assumes. 
§ 2762. Agent's responsibility to third persons 

One who assumes to act as an agent is responsible to third persons 
as a principal for his acts in the course of his agency only when: 

(1) with his consent, credit is given to him personally in a 
transaction; 

(2) he enters into a written contract in the name of his prin
cipal, without believing, in good faith, that he has authority to 
do so; or 

(3) his acts are wrongful in their nature. 
§ 2763. Surrender of property to third person 

If an agent receives anything for the benefit of his principal, 
to the possession of which another person is entitled, he shall, on 
demand, surrender, or so much of it as he has under his control at the 
time of demand, to that person, on being indemnified for any advance 
which he has made to his principal, in good faith, on account of the 
same; and is responsible therefor, if, after notice from the owner, he 
delivers it to his principal. 
§ 2764. Application of chapter on persons 

The provisions of this subchapter are subject to the provisions 
of chapter 3 of this title. 
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Subchapter V—Delegation of Agency 

§ 2781. Agent's delegation of powers 
An agent, unless specially forbidden by his principal to do so, may 

delegate his powers to another person only when: 
(1) the act to be done is purely mechanical; 
(2) it is such as the agent cannot himself, and the subagent 

can lawfully perform; 
(3) it is the usage of the place to delegate such powers; or 
(4) the delegation is specially authorized by the principal. 

§ 2782. Unauthorized subagent 
If an agent employs a subagent without authority, the former is a 

principal and the latter his agent, and the principal of the former has 
no connection with the latter. 

§ 2783. Authorized subagent 
A subagent, lawfully appointed, represents the principal in like 

manner with the original agent; and the original agent is not respon
sible to third persons for the acts of the subagent. 

Subchapter VI—Termination of Agency 

§ 2801. Termination generally 
An agency is terminated, as to every person liaving notice thereof, 

(1) the expiration of its term; 
(2) the extinction of its subject; 
(3) the death of the agent; 
(4) the agent's renunciation of the agency; or 
(6) the incapacity of the agent to act as such. 

§ 2802. Revocation, death, or incapacity of principal 
Unless the power of an agent is coupled with an interest in the sub

ject of the agency, it is terminated, as to every person having notice 
thereof, by: 

(1) its revocation by the principal; 
(2) the principal's death; or 
(3) the principal's incapacity to contract. 

CHAPTER 77—FACTORS 
Sec. 
2841. Factor defined. 
2842. Actual authority of factor. 
2843. Ostensible authority. 
§ 2841. Factor defined 

A factor is an agent, as defined by section 2271 of this title. 
§ 2842. Actual authority of factor 

In addition to the authority of agents in general, a factor has 
actual authority from his principal, unless specially restricted: 

(1) to insure property consigned to him unmsured; 
(2) to sell, on credit, anything intrusted to him for sale, except 

such things as it is contrary to usage to sell on credit; but not 
to pledge, mortgage, or barter the same; and 

(3) to delegate his authority to his partner or servant, but not 
to a person in an independent employment. 

§ 2843. Ostensible authority 
A factor has ostensible authority to deal with the property of his 

principal as his own, in transactions Avith persons not having notice 
of the actual ownership. 
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CHAPTER 79—PARTNERSHIP IN GENERAL 
SXmCHAFTBB I—QBNBKAI. PBOVIBIONS 

Sec. 
2871. D^lnition of partnership. 
2872. Shipowners. 
2873. Formation of partnership. 

SUBCHAPTEE 11 PARTNERSHIP PROPERTY 

2891. Definition of partnership property. 
28d2. Partner's interest in partnership property. 
2893. Partner's share in profits and losses. 
2894. When division of losses implied. 
2895. Partner may require application of partnership property to payment of 

debts. 
2896. What property is partnership property by presumption. 

SUBCHAPTER I I I MUTUAL OBLIGATION OF PARTNERS 

2921. Partners as trustees for each other. 
2922. Good faith to be observed between partners. 
2923. Mutual liability of partners to account. 
2924. No compensation for services to partnership. 

SUBCHAPTER IV RENUNCIATION OF PARTNERSHIP 

2941. Renunciation of future profits exonerates from liability. 
2942. Effect of rennnciatlon. 

Subchapter I—General Provisions 

§ 2871. Definition of partnership 
Partnership is the association of two or more persons, for the pur

pose of carrying on business together, and dividing its profits between 
them. 

§ 2872. Shipowners 
Part owners of a ship do not, by simply using it in a joint enterprise, 

become partners as to the ship. 
§ 2873. Formation of partnership 

A partnership can be formed only by the consent of all the parties 
thereto, and therefore a new partner may not be admitted into a part
nership without the consent of every existing member thereof. 

Subchapter II—^Partnership Property 

§ 2891. Definition of partnership property 
The property of a partnership consists of all that is contributed to 

the common stock at the formation of the partnership, and all that is 
subsequently acquired thereby. 
§ 2892. Par tner ' s interest in partnership property 

The interest of each member of a partnership extends to every 
portion of its property. 
§ 2893. Par tne r ' s share in profits and losses 

In the absence of an agreement on the subject the shares of partners 
in the profit or loss of the business are equal, and the share of each in 
the partnership property is the value of his original contributions, 
increased or dimmished by his share of profit or loss. 
§ 2894. When division of losses implied 

An agreement to divide the profits of a business implies an agree
ment for a corresponding division of its losses, unless it is otherwise 
expressly stipulated. 
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§ 2895. Partner may require application of partnership property 
to payment of debts 

Each member of a partnership may require its property to be ap
plied to the discharge of its debts, and has a lien upon the shares of the 
other partners for this purpose, and for the payment of the general 
balance, if any, due to him. 
§ 2896. What property is partnership property by presumption 

Property acquired with partnership funds is presumed to be part
nership property. 

Subchapter III—Mutual Obligation of Partners 

§ 2921. Partners as trustees for each other 
Tlie relations of partners are confidential. They are trustees for 

each other within the meaning of chapter 161 of Title 7, and their obli
gations as such trustees are defined by that chapter. 
§ 2922. Good faith to be observed between partners 

In all proceedings connected with the formation, conduct, dissolu
tion, and liquidation of a partnership, a partner is bound to act in 
the highest good faith toAvard his copartners. He may not obtain any 
advantage over them in the partnership affairs by the slightest mis
representation, concealment, threat, or adverse pressure of any kind. 

§ 2923. Mutualliability of partners to account 
A partner shall account to the partnership for everything that he 

receives on account thereof, and is entitled to reimbursement there
from for everything that he properly expends for the benefit thereof, 
and to be indemnified thereby for all losses and risks whicli he neces
sarily incurs on its behalf. 

§ 2924. No compensation for services to partnership 
A partner is not entitled to compensation for services rendered by 

him to the partnership, except by special agreement. 

Subchapter IV—Renunciation of Partnership 

§ 2941. Renunciation of future profits exonerates from liability 
A partner may exonerate himself from all future liability to a third 

person, on account of the partnership, by renouncing, in good faith, 
all participation in its future profits, and giving notice to the third 
person, and to his own copartners, that he lias made a renunciation, 
and that, as far as may be in his power, he dissolves the partnership 
and does not intend to be liable on account thereof for the future. 

§ 2942. Effect of renunciation 
After a partner has given notice of his renunciation of the partner

ship, he may not claim any of its subsequent profits, and his copartners 
may proceed to dissolve the partnership. 

CHAPTER 81—GENERAL PARTNERSHIP 
SI'IJCHAI'TKH I—C.KXKUAI. PUOVISIO.XS 

Sec. 
2971. Deflnition of general partnership. 

SUncHAPTER II—POWEKB AND AUTHORITY OF PARTNERS 

2991. Power of majority of partners. 
2992. Authority of individual partner. 
2993. Acts prohibited to individual partners. 
2994. Effect of partner's acts in bad faith. 
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SUBCHAPTER III—MUTUAL 0BLI6ATI0XS OF FABTNESS 
Sec. 
3011. Profits of IndiTldual partner. 
3012. Engagement in other business. 
3013. Accounting for profits from unautliorized business. 

SUBCHAPTER IV—LIABILITY OF PAETNERS 

3031. Liability of partners to third persons. 
3032. Liability for each other's acts as agents. 
3033. Liability of one held out as partner. 
3034. Persons not liable as partners. 

SUBCHAPTER V TERMINATION OF PARTNERSHIP 

8061. Duration of partnership. 
3052. Total dissolution of partnership. 
3053. Partial dissolution. 
3054. Partner entitled to dissolution. 
3055. Notice of termination. 
3056. Notice by change of name. 

SUBCHAPTER VI LIQUIDATION 

3081. Powers of partners after dissolution. 
3082. Partners who may and may not act in liquidation. 
3083. Powers of partners in liquidation; restriction regarding obligations. 

Subchapter I—General Provisions 

§ 2971. Definition of general partnership 
A partnership that is not formed in accordance with the law con

cerning special partnerships, and a special partnership, as far only as 
the general pai-tnei-s are concerned, is a general partnership. 

Subchapter II—Powers and Authority of Partners 

§ 2991. Power of majority of partners 
Unless otherwise expressly stipulated, the decision of the majority 

of the members of a general partnership binds it in the conduct of its 
business. 

§ 2992. Authority of individual partner 
A general partner is agent for the partnership in the transaction of 

its business, and may do whatever is necessary to carry on the busi
ness in the ordinary manner, and for this purpose may bind his 
copartners by an agreement in writing. 
§ 2993. Acts prohibited to individual partners 

A partner, as such, may not: 
(1) make an assignment of the partnership property or any 

portion thereof to a creditor, or to a third person in trust for the 
benefit of a creditor, or of all creditors; 

(2) dispose of the good will of the business; 
(3) dispose of the whole of the partnership property at once, 

luiless it consists entirely of merchandise; 
(4) do any act which would make it impossible to carry on 

the ordinary business of the partnership; 
(5) confess a judgment; 
(6) submit a partnership claim to arbitration; or 
(7) do any other act not within the scope of section 2992 of this 

title— 
unless his copartners have wholly abandoned the business to him or 
are incapable of acting. 
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§ 2994. Effect of partner's acts in bad faith 
A partner is not bound by any act of a copartner, in bad faith 

toward him, though within the scope of the partner's powers, except 
in favor of persons who have in good faith parted with value in re
liance upon that act. 

Subchapter III—Mutual Obligations of Partners 
§ 3011. Profits of individual partner 

All profits made by a general partner, in the course of any business 
usually carried on by the partnership, belong to the firm. 

§ 3012. Engagement in other business 
(a) Except as provided in subsection (b) of this section, and section 

3011 of this title, a partner may engage in any separate business. 
(b) A general partner who agrees to give his personal attention to 

the business of the partnership may not engage in any business which 
gives him an interest adverse to that of the partnership or which pre
vents him from giving to the business of the partnership all the atten
tion which would be advantageous to it. 

§ 3013. Accounting for profits from unauthorized business 
A general partner transacting business contrary to the provisions of 

this subchapter may be required by any copartner to account to the 
partnership for the profits of such business. 

Subchapter IV—Liability of Partners 
§ 3031. Liability of partners to third persons 

A general partner is liable to third persons for all the obligations 
of the partnership, jointly with his copartners. 

§ 3032. Liability for each other 's acts as agents 
The liability of general partners for each other's acts is defined by 

chapter 75 of this title on agency. 
§ 3033. Liability of one held out as partner 

Anyone permitting himself to be represented as a partner, general 
or special, is liable, as sucli, to tliird ])ersons to wlioni the representa
tion is communicated, and who, on the faith thereof, give credit to 
the partnership. 

§ 3034. Persons not liable as partners 
Except as provided by section 3033 of this title, a person is not 

liable as a partner who is not a partner in fact. 

Subchapter V—Termination of Partnership 
§ 3051. Duration of partnership 

If no term is prescribed by agreement for its duration, a general 

f)artnership continues until dissolved by a partner or by operation of 
aw. 

§ 3052. Total dissolution of partnership 
A general partnership is dissolved as to all the partners by: 

(1) lapse of the time prescribed by agreement for its duration; 
(2) the expressed will of any partner, if there is no such agree

ment; 
(3) the death of a partner; 
(4) the transfer to a person, not a partner, of the interest of any 

partner in the partnership property; 
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(5) war, or the prohibition of commercial intercourse between 
the country in which one partner resides and that in which another 
resides; or 

(6) a judgment of dissolution. 

§ 3053. Partial dissolution 
A general partnership may be dissolved, as to himself only, by the 

expressed will of any partner, notwithstanding his agreement for its 
continuance, subject, however, to liability to his copartners for any 
damage caused to them thereby, unless the circumstances are such as 
entitle him to a judgment of dissolution. 
§ 3054. Partner entitled to dissolution 

A general partner is entitled to a judgment of dissolution when: 
(1) he, or another partner, becomes legally incapable of con

tracting ; 
(2) another partner fails to perform his duties under the agree

ment of partnership, or is guilty of serious misconduct; or 
(3) the business of the partnership can be carried on only at a 

permanent loss. 
§ 3055. Notice of termination 

The liability of a general partner for the acts of his copartners 
continues, even after a dissolution of the copartnership, in favor of 
persons who have had dealings with and given credit to the partner
ship during its existence, imtil they have had personal notice of the 
dissolution; and in favor of other persons until the dissolution has 
been advertised in a newspaper printed in English and of general 
circulation in the Canal Zone, to the extent in either case to which 
the persons part with value in good faith, and in the belief that the 
partner is still a member of the firm. 

§ 3056. Notice by change of name 
A change of the partnership name, which plainly indicates the 

withdrawal of a partner, is sufficient notice of the fact of the with
drawal to all persons to whom it is communicated; but a change in 
the name, which does not contain such an indication, is not notice 
of the withdrawal of any partner. 

Subchapter VI—Liquidation 

§ 3081. Powers of partners after dissolution 
After the dissolution of a partnership, the powers and authority of 

the partners are such only as are prescribed by this subchapter. 
§ 3082. Partners who may and may not act in liquidation 

(a) Except as provided in subsection (b) of this section, any mem
ber of a general partnership may act in liquidation of its affairs. 

(b) If the liquidation of a partnership is committed, by consent of 
all the partners, to one or more of them, the others have no right to 
act therein; but their acts are valid in favor of persons parting with 
value, in good faith, upon credit thereof. 



- 1 9 8 -

§ 3083. Powers of partners in liquidation; restriction regarding 
obligations 

(a) A partner authorized to act in liquidation may: 
(1) collect, compromise, or release any debts due to the partner

ship ; 
(2) pay or compromise any claims against the partnership; 
(3) dispose of the property of the partnership; and 
(4) indorse, in the name of the partnership, promissory notes 

or other obligations held by the partnership for the purpose of 
collecting them. 

(b) A partner authorized to act in liquidation may not create any 
new obligations in the name of the partnership or revive a debt against 
the firm, by an acknowledgment, when an action thereon is barred 
by Title 5. 

CHAPTER 83—SPECIAL PARTNERSHIP 

8UBCHAPTEE I GENERAL PROVISIONS 
Sec. 
3121. Formation of special partnership. 
3122. Composition of special partnership. 
3123. Certified statement. 
•'!124. AckiiowledgiueTit and recordation of certificates; false statements. 
312.̂ . AflSdavit as to sums contributed. 
312G. Compliance with sections 3121-3125. 
3127. Renewal of special partnership. 

SUBCHAPTER II POWERS, EIGHTS, AND DUTIES OF PARTNERS 

3151. Transaction of business by general partners. 
3152. Powers of special partners; claims. 
3153. Actions by and against general partners. 
3154. Withdrawal of capital. 
3155. Interest and profits. 
3156. Result of withdrawing capital. 
3157. Preference transfers void. 

SUBCHAPTER III—SUABILITY OF PABTNEBS 

3181. Liability of general partners. 
3182. Liability of special partners. 
3183. Liability for unintentional act. 
3184. Who may question existence of special partnership. 

SUBCHAPTER IV—ALTERATION AND DISSOLUTION 

3201. When special partnership becomes general. 
3202. Admission of new special partners. 
3203. Dissolution of special partnership; notice. 
3204. Use of name of special partner. 

Subchapter I—General Provisions 

§ 3121. Formation of special partnership 
A special partnership may be formed by two or more persons, in the 

manner and with the effect prescribed in this chapter, for the trans
action of any business except banking or insurance by an insurer. 
§ 3122. Composition of special partnership 

A special partnership may consist of one or more persons called 
general partners, and one or more persons called special partners. 
§ 3123. Certified statement 

Persons desirous of forming a special partnership shall severally 
sign a certificate, stating the: 

(1) name under which the partnership is to be conducted; 
(2) general nature of the business intended to be transacted; 
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(3) names of all the partners, and their residences, specifying 
which are general and which are special partners; 

(4) amount of capital which each special partner has contrib
uted to the common stock; and 

(5) periods at which the partnership will begin and end. 
§ 3124. Acknowledgment and recordation of certificates; false 

statements 
Certificates pursuant to section 3123 of this title shall be acknowl

edged by all the partners, before the clerk of the district court and 
filed in his office, and shall be open to public inspection. If a false 
statement is made in a certificate, all the persons interested in the 
partnership are liable, as general partners, for all the engagements 
thereof. 
§ 3125. Affidavit as to sums contributed 

An affidavit of each of the partners, stating that the sums specified in 
the certificate of the partnership as having been contributed by each 
of the special partners, have been actually and in ^ood faith paid, in 
lawful money of the United States, shall be filed in the office of the 
clerk of the district court with the original certificate specified by 
sections 3123 and 3124 of this title. 

8 3126. Compliance with sections 3121-3125 
A special partnership is not formed until sections 3121-3125 of this 

title are complied with. 
§ 3127. Renewal of special partnership 

Every renewal or continuance of a special partnership shall be 
certified, filed, and verified in the same manner as upon its original 
formation. 

Subchapter II—Powers, Rights, and Duties of Partners 

§ 3151. Transaction of business by general partners 
The general partners only have authority to transact the business of 

a special partnership. 
§ 3152. Powers of special partners; claims 

(a) A special partner may: 
(1) at all times investigate the affairs of the partnership, and 

advise his partners, or their agents, as to their management; 
and 

(2) lend money to the partnership, or advance money for it, 
and take from it security therefor. 

(b) As to loans or advances referred to in subsection (a) of this 
section, a special partner has the same rights as any other creditor; 
but in case of the insolvency of the partnership, all other claims which 
he may have against it shall be postponed until all other creditors are 
satisfied. 

§ 3153. Actions by and against general partners 
In all matters relating to a special partnership, its general partners 

may sue and be sued alone, in the same manner as if there were no 
special partners. 

§ 3154. Withdrawal of capital 
A special partner, under any pretense, may not withdraw any part 

of the capital invested by him in the partnership, during its 
continuance. 
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§ 3155. Interest and profits 
A special partner may receive such lawful interest and such pro

portion of profits as may be agreed upon, if not paid out of the capital 
invested in the partnership by him, or by another special partner, 
and is not bound to refund tlie same to meet subsequent losses. 

§ 3156. Result of withdrawing capital 
If a special partner withdraws capital from the firm, contrary to 

this subchapter, he thereby becomes a general partner. 

§ 3157. Preference transfers void 
A transfer of the property of a special partnership, or of a 

partner therein, made after or in contemplation of the insolvency of 
I he partnership or partner with intent to give a preference to any 
creditor of the partnei-ship or partner over any other creditor of the 
partnership, is void against the creditors thereof. A judgment 
confessed, lien created, or security given, in like manner and with the 
like intent, is in like manner void. 

Subchapter III—Liability of Partners 

,î  3181. Liability of general partners 
The general partners in a special partnei-ship are liable to the same 

extent as partners in a general partnership. 
§ 3182. Liability of special partners 

The contribution of a special partner to the capital of the firm, and 
the increase thereof, is liable for its debts, but he is not otherwise 
liable therefor, except as follows: 

(1) if he has willfully made or permitted a false or materially 
defective statement in the certificate of the partnership, the affi
davit filed therewith, or the published aiuiouncement thereof, he 
is liable, as a general partner, to all creditors of the partnership; 

(2) if he has willfully interfered with the business of the part
nership, except as permitted by sections 3151-3157 of this title, 
he is liable in like manner; or 

(3) if he has willfully joined in or assented to an act contrary 
to a provision of 3151-3157 of this title, he is liable in like manner. 

§ 3183. Liability for unintentional act 
"Wlien a special partner has unintentionally done any of the acts 

specified by section 3182 of this title, he is liable, as a general 
pai'tner, to any creditor of the firm who has been actually misled 
thereby to his prejudice. 
§ 3184. Who may question existence of special partnership 

One who, upon making a contract with a partnership, accepts from 
or gives to it a written memorandum of the contract, stating that the 
partnership is special, and giving the names of the special partners, 
may not afterwards charge the persons thus named as general partners 
upon that contract, by reason of an error or defect in the proceedings 
for the creation of the special partnership, prior to the acceptance 
of the memorandum, if an effort has been made by the partnere, in 
good faith, to form a special partnership in the manner required by 
sections 3121-3127 of this title. 
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Subchapter IV—Alteration and Dissolution 

§ 3201. When special partnership becomes general 
A special partnership becomes general if, within ten days after any 

partner Avithdraws from it, or any new partner is received into it, or a 
change is made in the nature of its business or in its name, a certificate 
of that fact, duly verified and signed by one or more of the partners, 
is not filed with the clerk of the district court. 

§ 3202. Admission of new special partners 
New special partners may be admitted into a special partnership 

upon a certificate, stating the names, residences, and contributions to 
common stock of each of them, signed by each of them, and by the 
general partners, verified, acknowledged, and filed with the clerk of 
the district court. 

§ 3203. Dissolution of special partnership; notice 
A special partnership is subject to dissolution in the same manner 

as a general partnership, except that a dissolution, by the act of the 
partners, is not complete until a notice thereof has been filed and 
recorded in the office of the clerk of the district court, and published 
once in each week, for four successive weeks, in a newspaper of general 
circulation in the Canal Zone. 
§ 3204. Use of name of special partner 

The name of a special partner may not be used in the firm name 
of partnership, unless it be accompanied with the word "limited." 

CHAPTER 85—INSURANCE IN GENERAL 

SUBCHAPTER I GENERAL PROVISIONS 

Sec. 
3241. Scope of chapter. 
3242. Definition of insurance. 
3243. Insurer and insured. 
3244. Time for exercising right of rescission. 

SUBCHAPTEK II EVENTS SUBJECT TO INSURANCE 

3261. Events generally. 
3262. Lottery. 
3263. Gaming or wager. 

SUBCHAPTER in—^PARTIES TO CONTEACT 

3281. Capacity to insure. 
3282. Capacity to be insured. 
3283. Effect of loss payable clause or assignment to mortgagee. 
3284. Same; acts of parties. 
3285. Insurer's consent to transfer; effect of mortgagor's acts. 

SUBCHAPTER IV INSURABLE INTEREST 

3301. Definition of insurable interest. 
3302. Property interests. 
3303. Contingent or expectant interests. 
3304. Measure of interest. 
3305. Interest of carrier or depositary. 
3306. Laclc of insurable interest. 
3307. When insurable interest must exist. 
3308. Waiver of requirement void. 
3309. Effect of transfer. 
3310. Change of interest after loss. 
3311. Change of interest in separate subject. 
3312. Transfer of interest between partners. 
3313. Transfer of subject matter. 
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8VB0HAPTE8 V—CONCEALMENT AND BEPBESENTATIONS 

Article A—Concealment 
Sec. 
8331. Definition of concealment. 
3332. Effect of concealment 
S333. Required disclosure. 
3334. Required inquiry. 
3335. Test of materiality. 
3336. Presumed knowledge. 
3337. Waiver of communication. 
3338. Interest of insured. 
3339. Fraudulent concealment 
3340. Matters of opinion. 

Article B—Representations 
3351. Oral or written. 
3352. Time of making. 
3353. Rules of interpretation. 
3354. Representation as to future. 
3355. Effect upon policy. 
3356. Alteration or withdrawal. 
3357. Time intended by representation. 
3358. Representation upon hearsay. 
3359. Falsity. 
3360. Effect of material false representation. 
3361. Materiality. 

Article G—Miscellaneous Provisions 

3371. Application of subchapter. 

SUBCHAPTEE VI—THE POLICT 

Article A—General Provisions 

3391. Definition of policy of insurance. 
3392. Required contents of policy. 
3393. Coverage of specified insured's interest. 
3394. Insurance by agent or trustee. 
3395. Insurance by partner or part-owner. 
3396. General description of insured. 
3397. Insurance of future owners. 

Article B—Types of Policies 

3411. Open and valued policies. 
3412. Definition of open policy. 
3413. Definition of valued policy. 
3414. Definition of running policy. 

Article C—Warranties 
3421. Express or implied. 
3422. Express warranty. 
3423. Form of words. 
3424. Express warranties to be in policy. 
3425. Past, present, and future warranties. 
3426. Statement of intent 
3427. Excusable omission to fulfill future warranty. 
3428. Violation of material warranty. 
3429. Violation of Immaterial warranty. 
3430. Breach without fraud. 

SUBCHAPTEK VII THE PBEMIUM 

3451. Conditions of return of premium. 
3452. Earned premium. 
3453. Right to return. 
3454. Policy as receipt 
3455. Overinsurance by several insurers. 
34.̂ 16. Overinsurance by simultaneous policies. 
3457. Overinsurance by successive policies. 
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SUBCHAPTER VIII—LOSS 

Article A—Transfer af Interest after Loss 
Sec 
3481. Agreement not to transfer. 

Article B—Causes of Loss 

3491. Proximate and remote causes. 
3492. Bescue from peril insured against. 
3493. Specially excepted perils. 
3494. Willful act of insured; negligence. 

Article C—Notice and Proofs of Loss 

3501. Notice of fire loss. 
3502. Notice of casualty loss; 20-day period. 
3503. Preliminary proofs. 
3504. Waiver of defects. 
3505. Waiver of delay. 
3506. Proof by third party. 

SUBCHAPTER IX—DOUHLE IXSURAXCE 

3521. Definition of double insurance. 
3522. Contribution in case of double insurance. 

SUBCHAPTER X—REINSURANCE 

3531. Definition of reinsurance contract. 
3532. Presumed nature of contract 
3533. Disclosures required. 
3534. Interest of original insured. 

SUBCHAPTER XI—CASUALTY INSURANCE 

3551. Liability on casualty risks; required provisions in policies. 

3552. Remedy of injured party after recovering judgment; defenses. 

Subchapter I—General Provisions 

§ 3241. Scope of chapter 
All kinds of insurance, other than marine insurance, are subject to 

this chapter. 
§ 3242. Definition of insurance 

Insurance is a contract whereby one undertakes to indemnify an
other against loss, damage, or liability, arising from an unknown or 
contingent event. 
§ 3243. Insurer and insured 

The person who undertakes to indemnify another by a contract of 
insurance is called the insurer, and the person indemnified is called 
the insured. 
§ 3244. Time for exercising right of rescission 

Whenever a right to rescind a contract of insurance is given to the 
insurer by this chapter, the right may be exercised at any time previous 
to the commencement of an action on the contract. 

Subchapter II—Events Subject to Insurance 

§ 3261. Events generally 
Except as provided in this subchapter, any contingent or unknown 

event, whether past or future, which may damnify a person having an 
insurable interest, or create a liability against him, may be insui-ed 
against, subject to the provisions of this chapter. 
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§ 3262. Lottery 
A lottery or its outcome shall not be insured against. 

§ 3263. Gaming or wager 
A policy executed by way of gaming or wagering is void. 

Subchapter III—Parties to Contract 

§ 3281. Capacity to insure 
Any person capable of making a contract may be an insurer, subject 

to the restrictions imposed by special statutes upon foreign corpora
tion, nonresidents, and others. 

§ 3282. Capacity to be insured. 
Any person except a public enemy may be insured. 

§ 3283. Effect of loss payable clause or assignment to mortgagee 
Unless the policy otherwise provides, where a mortgagor of prop

erty effects insurance in his own name providing that the loss shall be 
payable to the mortgagee, or assigns a policy of insurance to a mort
gagee, the insurance is deemed to be upon the interest of the mortga
gor and the mortgagor does not cease to be a party to the original 
contract. 
§ 3284. Same; acts of parties 

In the case of a loss payable clause or assignment referred to by 
section 3283 of this title, any act of the mortgagor, prior to the loss 
and which would otherwise avoid the insurance, will have the same 
effect, although the property is in the hands of the mortgagee; but 
any act which, under the contract of insurance, is to be performed by 
the mortgagor, may be performed by the mortgagee therein named, 
with the same effect as if it had been performed by the mortgagor. 

§ 3285. Insurer's consent to transfer; effect of mortgagor's acts 
If an insurer assents to the transfer of an insurance from a mort

gagor to a mortgagee, and, at the time of his assent, imposes further 
obfigations on the assignee, the acts of the mortgagor cannot affect 
the rights of the assignee. 

Subchapter IV—Insurable Interest 

§ 3301. Definition of insurable interest 
Every interest in property, or any relation thereto, or liability in 

respect thereof, of such a nature that a contemplated peril might 
directly damnify the insured is an insurable interest. 
§ 3302. Property interests 

An insurable interest in property may consist in an: 
(1) existing interest; 
(2) inchoate interest founded on an existing interest; or 
(3) expectancy, coupled with an existing interest in that out 

of which the expectancy arises. 

§ 3303. Contingent or expectant interests 
A mere contingent or expectant interest in a thing, not founded 

on an actual right to the thing, nor upon a valid contract for it, 
is not insurable. 
§ 3304. Measure of interest 

Except in the case of a property held by the insured as a carrier or 
depositary, the measure of an insurable interest in property is tlie 
extent to which the insured might be damnified by loss or injury 
thereof. 
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§ 3305. Interest of carrier or depositary 
A carrier or depositary of any Icind has an insurable interest in a 

thing held by him as such, to the extent of its value. 
§ 3306. Lack of insurable interest 

If the insured has no insurable interest, the contract is void. 
§ 3307. When insurable interest must exist 

An interest insured must exist when the insurance takes eflfect, and 
when the loss occurs, but need not exist in the meantime; and interest 
in the life or health of a person insured must exist when the insurance 
takes eflfect, but need not exist thereafter or when the loss occurs. 

§ 3308. Waiver of requirement void 
Every stipulation in a policy of insurance for the payment of loss 

whether the person insured has or has not an interest in the property 
insured, or that the policy shall be received as proof of such interest, 
is void. 

§ 3309. Efifect of transfer 
Except in the cases specified by sections 3310-3312 of this title, and 

in the cases of life and disability insurance, a change of interest in 
any pai-t of a thing insured, unaccompanied by a corresponding change 
of interest in the insurance, suspends the insurance to an equivalent 
extent, until the interest in the thing and the interest in the insurance 
are vested in the same person. 

§ 3310. Change of interest after loss 
A change of interest in a subject insured, after the occurrence of an 

injury which results in a loss, does not aflfect the right of the insured to 
indemnity for the loss. 
§ 3311. Change of interest in separate subject 

A change of interest in one or more of several distinct subjects, sepa
rately insured by one policy, does not avoid the insurance as to the 
others. 
§ 3312. Transfer of interest between partners 

In the case of partners, joint owners, or owners in common, who are 
jointly insured, a transfer of interest by one to another thereof does not 
avoid insurance, even though it has been agreed that the insurance 
slnill cease upon an alienation of the subject insured. 

§ 3313. Transfer of subject matter 
The mere transfer of subject matter insured does not transfer the 

policy, but suspends it until the same person becomes the owner of 
both the policy and the subject matter insured. 

Subchapter V—Concealment and Representations 

Article A—Concealment 

§ 3331. Definition of concealment 
Neglect to communicate that which a party knows, and ought to 

communicate, is concealment. 
§ 3332. Eflfect of concealment 

Concealment, whether intentional or unintentional, entitles the in
jured party to rescind insurance. 
§ 3333. Required disclosure 

Each party to a contract of insurance must communicate to the 
other, in good faith, all facts within his knowledge which are or which 
he believes to be material to the contract and as to which he makes no 
warranty, and which the other party has not the means of ascertaining?. 
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§ 3334. Required inquiry 
Except in answer to the inquiries of the other, neither party to a 

contract of insurance is bound to communicate information of matters: 
(1) which the other knows; 
(2) which, in the exercise of ordinary care, the other ought to 

know, and of which the former has no reason to suppose him 
ignorant; 

(3) of which the other waives communication; 
(4) which prove or tend to prove the existence of a risk excluded 

by a warranty, and which are not otherwise material; and 
(5) which relate to a risk excepted from the policy, and which 

are not otherwise material. 
§ 3335. Test of materiality 

Materiality is to be determined not by the event, but solely by the 
probable and reasonable influence of the facts upon the party to whom 
the communication is due, in forming his estimate of the disadvantages 
of the proposed contract or in making his inquiries. 
§ 3336. Presumed knowledge 

Each party to a contract of insurance is bound to know all the: 
(1) general causes which are open to his inquiry equalljr with 

that of the other, and which may affect either the political or 
material perils contemplated; and 

(2) general usages of trade. 
§ 3337. Waiver of communication 

The right to information of material facts may be waived, either 
by: 

(1) the terms of the insurance; or 
(2) neglect to make inquiries as to such facts, where they are 

distinctly implied in other facts of which information is commu
nicated. 

§ 3338. Interest of insured 
Information of the nature or amount of the interest of one insured 

need not be communicated unless in answer to an inquiry, except as 
prescribed by section 3392 of this title. 

§ 3339. Fraudulent concealment 
An intentional and fraudulent omission, on the part of one insured, 

to communicate information of matters proving or tending to prove 
the falsity of a warranty, entitles the insurer to rescind. 
§ 3340. Matters of opinion 

Neither party to a contract of insurance is bound to communicate, 
even upon inquiry, information of his own judgment upon the mattei-s 
in question. 

Article B—Representations 

§ 3351. Oral or written 
A representation may be oral or written. 

§ 3352. Time of making 
A representation may be made at the time of, or before, issuance of 

the policy. 
§ 3353. Rules of interpretation 

The language of a representation is to be interpreted by the same 
rules as those applied to contracts in general. 
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§ 3354. Representation as to future 
A representation as to the future is a promise, unless it is merely 

a statement of a belief or an expectation. 
§ 3355. Effect upon policy 

A representation can not qualify an express provision in a contract 
of insurance; but it may qualify an implied warranty. 
§ 3356. Alteration or withdrawal 

A representation may be altered or withdrawn before the insuraiice 
is effected, but not afterwards. 
§ 3357. Time intended by representation 

The completion of the contract of insurance is the time to which a 
representation must be presumed to refer. 
§ 3358. Representation upon hearsay 

When a person insured has no personal knowledge of a fact, he may 
nevertheless repeat information which he has upon the subject, and 
which he believes to be true, with the explanation that he does so on 
the information of others; or he may submit the information, in its 
whole extent, to the insurer. In either case, he is not responsible 
for its truth, unless it proceeds from an agent of the insured, whose 
duty it is to give the information. 

§ 3359. Falsi ty 
A representation is false when the facts fail to correspond with its 

assertions or stipulations. 
§ 3360. Effect of material false representation 

If a representation is false in a material point, whether affirmative 
or promissory, the injured party may rescind tlie contract from the 
time when the representation becomes false. 
§ 3361. Materiali ty 

The materiality of a representation is determined by the same rule 
as the materiality of a concealment. 

Article C—Miscellaneous Provisions 

§ 3371. Application of subchapter 
This subchapter applies as well to a modification of a contract of 

insurance as to its original formation. 

Subchapter VI—The Policy 

Article A—General Provisions 

§ 3391. Definition of policy of insurance 
The written instrument, in which a contract of insurance is set 

forth, is called a policy of insurance. 
§ 3392. Required contents of policy 

A policy of insurance must spec i f : 
(1) the parties between whom the contract is made; 
(2) the property or life insured; 
(3) the interest of the insured in property insured, if he is not 

the absolute owner thereof; 
(4^ the risks insured against; 
(6) the period during which the insurance is to continue; and 
(6) either: 

(A) the rate of premium; or 
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(B) if the insurance is of a character where the exact pre
mium is only determinable upon the termination of the contract, 
the basis and rates upon which the final premium is to be deter
mined and paid. 

§ 3393. Coverage of specified insured's interest 
When the name of the person intended to be insured is specified in 

a policy, it can be applied only to his own interest. 
§ 3394. Insurance by agent or t rustee 

When an insurance contract is executed with an agent or trustee 
as the insured, the fact that his principal or beneficiary is the real 
party in interest may be indicated by describing the insured as agent 
or trustee, or by other general words m the policy. 

§ 3395. Insurance by par tner or part-owner 
To render an insurance, effected by one partner or part-owner, ap

plicable to the interest of his copartners, or of other part-owners, it 
is necessary that the terms of the policy be such as are applicable 
to the joint or common interest. 
§ 3396. General description of insured 

When the description of the insured in a policy is so general that it 
may comprehend any person or any class of persons, only he who can 
show that it was intended to include him may claim the benefit of the 
policy. 

§ 3397. Insurance of future owners 
A policy may be so framed that it will inure to the benefit of whoso

ever, during the continuance of the risk, becomes the owner of the in
terest insured. 

Article B— T̂ypes of Policies 

§ 3411. Open and valued policies 
A policy is either open or valued. 

§ 3412. Definition of open policy 
An open policy is one in which the value of the subject-matter is 

not agreed upon, but is left to be ascertained in case of loss. 
§ 3413. Definition of valued policy 

A valued policy is one which expresses on its face an agreement 
that the thing insured shall be valued at a specified sum. 
§ 3414. Definition of running policy 

A running policy is one which contemplates successive insurances, 
and which provides that the object of the policy may be from time to 
time defined, especially as to the subjects of insurance, by additional 
statements or indorsements. 

Article C—Warranties 

§ 3421. Express or implied 
A warranty is either express or implied. 

§ 3422. Express war ran ty 
A statement in a policy, of a matter relating to the person or thing 

insured, or to the risk, as a fact, is an express warranty thereof. 
§ 3423. Form of words 

A particular form of words is not necessary to create a warranty. 
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§ 3424. Express warranties to be in policy 
Every express warranty, made at or before the execution of a policy, 

must be contained in the policy itself, or in another instrument signed 
by the insured and referred to in the policy, as making a part of it. 

§ 3425. Past, present, and future warranties 
A warranty may relate to the past, the present, the future, or to any 

or all of these. 
§ 3426. Statement of intent 

A statement in a policy, which imports that there is an intention to 
do or not to do a thing which materially affects the risk, is a warranty 
that the act or omission will take place. 

§ 3427. Excusable omission to fulfill future warranty 
When, before the time arrives for the performance of a warranty 

relating to the future, a loss insured against happens, or performance 
becomes unlawful at the place of the contract, or impossible, the omis
sion to fulfill the warranty does not avoid the policy. 

§ 3428. Violation of material warranty 
The violation of a material warranty or other material provision 

of a policy, on the part of either party thereto, entitles the other 
to rescind. 
§ 3429. Violation of immaterial warranty 

Unless the policy declares that a violation of specified provisions 
thereof shall avoid it, the breach of an immaterial provision does not 
avoid the policy. 

§ 3430. Breach without fraud 
A breach of warranty, without fraud, merely exonerates an insurer 

from the time that it occurs, or where the warranty is broken in its 
inception, prevents the policy from attaching to the risk. 

Subchapter VII—The Premium 

§ 3451. Conditions of return of premium 
If a policy is cancelled or rescinded, the person insured, unless the 

insurance contract otherwise provides, is entitled: 
(1) to a return of the whole premium, if no part of his interest 

in the thing insured is exposed to any of the perils insured against; 
or 

(2) if the insurance is made for a definite period of time, and 
the insured surrendei"s his policy, to a return of such proportion 
of the premium as corresponds with the unexpired time, after 
deducting from the whole premium any claim for loss or damage 
under the policy which has previously accrued. 

Section 3452 of this title applies only to the expired time. 

§ 3452. Earned premium 
Except as provided by section 3451 of this title, or by the insurance 

contract, if a peril insured against has existed, and the insurer has 
been liable for any period, however short, the insured is not entitled 
to return of premiums as far as that particular risk is concerned. 
§ 3453. Right to return 

A person insured is entitled to a return of the premium when: 
(1) the contract is voidable on account of: 

(A) the fraud or misrepresentation of the insurer; or 
(B) facts, of the existence of which the insured was ignorant 

without his fault; or 
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(2) by any default of the insured other than actual fraud, 
the insurer did not incur any liability under the policy. 

§ 3454. Policy as receipt 
An acknowledgment in a policy of the receipt of premium is con

clusive evidence of its payment, as far as to make the policy binding, 
notwithstanding any stipulation therein that it shall not be binding 
until the premium is actually paid. 
§ 3455. Overinsurance by several insurers 

In case of an overinsurance by several insurers, the insured is en
titled to a ratable return of the premium, proportioned to the amount 
by which the aggregate sum insured in all the policies exceeds the 
insurable value of the subject at risk. 

§ 3456. Overinsurance by simultaneous policies 
Wlien an overinsurance is effected by simultaneous policies, the in

surers shall contribute to the premium to be returned in proportion to 
the amount insured by their respective policies. 

§ 3457. Overinsurance by successive policies 
When an overinsurance is effected by successive policies, those only 

shall contribute to a return of the premium who are exonerated by prior 
insurance from the liability assumed by them, and in proportion as 
the sum for which the premium was paid exceeds the amount for which, 
on account of prior insurance, they could be made liable. 

Subchapter VIII—Loss 

Article A—Transfer of Interest After Loss 

§ 3481. Agreement not to transfer 
An agreement not to transfer the claim of the insured against tlie 

insurer after a loss has happened, is void if made before the loss. 

Article B—Causes of Loss 

§ 3491. Proximate and remote causes 
An insurer is liable for a loss of which a peril insured against was 

the proximate cause, although a peril not contemplated by the contract 
may have been a remote cause of the loss; but he is not liable for a loss 
of which the peril insured against was only a remote cause. 
§ 3492. Rescue from peril insured against 

An insurer is liable where: 
(1) the thing is rescued from a peril insured against, and 

which would otherwise have caused a loss, if, in the course of the 
rescue, the thing is exposed to a peril not insured against, and 
which permanently deprives the insured of its possession, in whole 
or in par t ; or 

(2) a loss is caused by efforts to rescue the thing insured from 
a peril insured against. 

§ 3493. Specially excepted perils 
If a peril is specially excepted in a contract of insurance and there 

is a loss which would not have occurred but for the peril, the loss 
is thereby excepted even though the immediate cause of the loss was a 
peril which was not excepted. 
§ 3494. Willful act of insured; negligence 

An insurer is not liable for a loss caused by the willful act of the 
insured; but he is not exonerated by the negligence of the insured, or 
of the insured's agents or others. 
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Article C— N̂otice and Proofs of Loss 

§ 3501. Notice of fire loss 
In case of loss upon an insurance against fire, an insurer is ex

onerated if notice thereof is not given to him without unnecessary 
delay by a person insured or a person entitled to the benefit of the 
insurance. 
§ 3502. Notice of casualty loss; 20-day period 

Except in the case of life, marine, or tire insurance, notice of an 
accident, injury, or death may be given at any time within 20 days 
after tlie event, to the insurer under a policy against loss therefrom. 
In such a policy, a requirement of notice within a lesser period is not 
valid. Notice deposited in the mails properly addressed within the 
time stated is sufficient, though it does not reach the insurer within 
that time. 
§ 3503. Preliminary proofs 

Wlien preliminary proof of loss is required by a policy, the insured 
is not boimd to give such proof as would be necessary in a court of jus
tice. It is sufficient for him to give the best evidence which he has in 
his power at the time. 
§ 3504. Waiver of defects 

All defects in a notice of loss, or in preliminarjr proof thereof, 
which the insured might remedy, and which the insurer omits to 
specify to him, without unnecessary delay, as grounds of objection, 
are waived. 
§ 3505. Waiver of delay 

Delay in the presentation to an insurer of notice or proof of loss 
is waived, if caused by any act of his, or if he omits to make objection 
promptly and specifically upon that ground. 
§ 3506. Proof by third party 

If a policy requires, by way of preliminary proof of loss, the certifi
cate or testimony of a person other than the insured or beneficiary, 
there is sufficient compliance with the requirement if the insured or 
beneficiary: 

(1) uses reasonable diligence to procure the certificate or testi
mony ; and 

(2) in case of refusal to give the certificate or testimony to him, 
furnishes reasonable evidence to the insurer that the refusal was 
not induced by just grounds of disbelief in the facts necessary to be 
certified or testified. 

Subchapter IX—Double Insurance 

§ 3521. Definition of double insurance 
A double insurance exists where the same person is insured by 

several insurers separately in respect to the same subject and interest. 
§ 3522. Contribution in case of double insurance 

In case of double fire insurance, each insurer shall contribute ratably 
toward the loss, without regard to the dates of several policies. 

Subchapter X—Reinsurance 

§ 3531. Definition of reinsurance contract 
A contract of reinsurance is one by which an insurer procures a 

third person to insure him against loss or liability by reason of the 
insurance. 
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§ 3532. Presumed na ture of contract 
A reinsurance is presumed to be a contract of indemnity against 

liability and not merely against damage. 
§ 3533. Disclosures required 

Where an insurer obtains reinsurance, he shall communicate all tlie 
representations of the original insured, and also all the knowledge 
and information he possesses, whether previously or subsequently ac
quired, which are material to the risk. 

§ 3534. Interest of original insured 
The original insured has no interest in a contract of reinsurance. 

Subchapter XI—Casualty Insurance 

§ 3551. Liability on casualty r i sks ; required provisions in 
policies 

(a) In respect of every contract of insurance made between an 
insurance company and a person, by which the person is insured 
against loss or damage through legal liability for the bodily in
jury, death, or damage to property of a third person, for which loss 
or damage the insured is responsible, whenever a loss occurs on ac
count of a casualty covered by the contract of insurance, the lia
bility of the insurance company is absolute, and the payment of the 
loss does not depend upon the satisfaction by the insured of a final 
judgment against him for loss or damage, or death, occasioned by 
the casualty. A contract of insurance may not be cancelled or an
nulled by an agreement between the insurance company and the in
sured after the insured has become responsible for loss or damage 
as mentioned in this section, and any such cancellation or annulment 
is void. 

(b) Contracts or policies of insurance of the type mentioned in 
subsection (a) of this section, delivered in and/or having force and 
eflfect in, the Canal Zone, shall be deemed, notwithstanding any provi
sion therein to the contrary, to contain or to be subject to the following 
provisions: 

(1) A provision that the insolvency or bankruptcy of the person 
insured, or the insolvency of his estate, shall not release the insurer 
from the payment of damages for injury sustained or loss occasioned 
during the life of and within the coverage of the policy or contract. 

(2) A provision that notice given by or on behalf of the insured, 
or written notice by or on behalf of the injured person or any other 
claimant, to a licensed agent of the insurer in the Canal Zone, with 
particulars sufficient to identify the insured, is notice to the insurer. 

(3) A provision that failure to give any notice required to be given 
by the contract or policy within the time prescribed therein shall not 
invalidate a claim made by the insured or any other claimant there
under if it shall be shown not to have been reasonably possible to give 
the notice within the prescribed time and that notice was given as soon 
as was reasonably possible. 

§ 3552. Remedy of injured par ty after recovering judgment ; 
defenses 

(a) Upon the recovery of a final judgment against a person by a 
person or by the executor or administrator of a deceased person, for 
loss or damage on account of bodily injury or death, or for loss or 
damage to property, if the defendant in the action was insured against 
the loss or damage at the time when the right of action arose, the 
judgment creditor may have the insurance money provided for in the 
contract or policy of insurance between the insurance company and the 
defendant applied to the satisfaction of the judgment. If the judg-
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ment is not satisfied within 30 days after the date when it is rendered, 
the judgment creditor may proceed by a civil action against the de
fendant and the insurance company to reach and apply the insurance 
money to the satisfaction of the judgment. 

(b) Except as provided by this subchapter, an action brought under 
subsection (a) of this section is subject to the conditions of the contract 
or policy of insurance and to the defenses that may be pleaded by the 
insurer to the direct action instituted by the insured. 

CHAPTER 87—FIRE INSURANCE 
Sec. 
3571. Alteration of use or condition of insured property. 
3572. Alteration without increase of risk. 
3573. Acts of insured. 
3574. Measure of indemnity; effect of valuation. 
3575. Same; open policy. 
3576. Request for examination of property; valuation. 
3577. Payment of loss under valued policy. 
3578. Limit of liability. 
3579. Stipulations in valued policy. 

§ 3571. Alteration of use or condition of insured property 
An insurer is entitled to rescind a contract of fire insurance if the 

use or condition of the subject-matter insured is altered from that to 
which it is limited by the policy, and the alteration is made without 
the consent of the insured by means within the control of the insured 
and increases the risk. 
§ 3572. Alteration without increase of risk 

When a contract of fire insurance does not restrict the use or con
dition of the insured subject-matter, the contract is not aflfected by an 
alteration in the use or condition thereof if the alteration does not 
increase the risk. 

§ 3573. Acts of insured 
After the execution of a contract of insurance, an act of the insured 

does not aflfect the contract unless the act violates the prorisions of the 
policy, even though the act increases the risk and causes a loss. 

§ 3574. Measure of indemnity; effect of valuation 
The eflfect of a valuation in a fire policy is the same as in a marine 

policy. 
§ 3575. Same; open policy 

Under an open policy, the measure of indemnity in fire insurance 
is the expense to the insured of replacing the thing lost or injured in 
its condition at the time of the injury, the expense being computed 
as of the time of the commencement of the fire. 

§ 3576. Request for examination of property; valuation 
Whenever the insured desires to have a valuation named in his 

policy insuring any building or structure against fire, he may require 
the building or structure to be examined by the insurer, and the value 
of the insured's interest therein shall be fixed at that time by the 
parties. The cost of the examination shall be paid by the insured. A 
clause shall be inserted in the policy stating substantially that the 
value of the insured's interest in the building or structure has been 
thus fixed. 

§ 3577. Payment of loss under valued policy 
In the absence of any change increasing the risk without the consent 

of the insurer or of fraud on the part of the insured, and except as 
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provided by section 3579 of this title, the insurer, under a policy 
valued pursuant to section 3576 of this title, shall pay: 

(1) in case of a total loss, the whole amount insured upon the 
insured's interest in the building or structure, as stated in the 
policy and upon which the insurers have received a premium; and 

(2) in case of a partial loss, the full amount of the partial loss. 
If there are two or more policies covering the insured's inter

est, each policy shall contribute pro rata to the payment of the whole 
or partial loss. 

§ 3578. Limit of liability 
Except as provided by section 3579 of this title, the insurer is not 

required to pay more than the amount stated in a policy valued pur
suant to section 3756 of this title. 

§ 3579. Stipulations in valued policy 
Stipulations in a policj valued jjursuant to section 3576 of this 

title concerning the repairing, rebuilding or replacing of buildings 
or structures wholly or partiall^yr damaged or destroyed shall prevail 
over sections 3577 and 3578 of this title. 

CHAPTER 89—LIFE AND DISABILITY INSURANCE 

SPC. 

.sen. Insurable interest. 
3612. Measure of indemnity. 
3613. Transfer of policy; manner; insurable interest. 
3614. Notice of transfer. 
3615. Disposition or incumbrance of interest in installment. 
3616. Manner of payment of life insurance. 
3617. Discharge of insurer by payment. 

§ 3611. Insurable interest 
Every person has an insurable interest in the life and health of: 

(1) himself; 
(2) any person on whom he depends wholly or in part for 

education or support; 
(3) any person under a legal obligation to him for the payment 

of money, or respecting property or services, of which death or 
illness might delay or prevent the performance; and 

(4) any person upon whose life any estate or interest vested in 
him depends. 

§ 3612. Measure of indemnity 
In life or disability insurance, the only measure of liability and 

damage is the sum or sums payable in the manner and at the times as 
provided in the policy to the person entitled thereto. 

§ 3613. Transfer of policy; manner; insurable interest 
A life or disability insurance policy may pass by transfer, will, or 

succession to any person, whether or not the transferee has an insur
able interest. The transferee may recover upon it whatever the insured 
might have recovered. 
§ 3614. Notice of transfer ^ r 

Notice to an insurer of a transfer or bequest of a life or disability 
insurance policy is not necessary to preserve the validity of the policy 
unless expressly required by the policy. 
§ 3615. Disposition or incumbrance of interest in installment 

The beneficiary under a life insurance policy which provides for the 
payment of its proceeds in periodical installments, may be restrained 
by provisions in the policy from disposing of or incumbering his in
terest in any such installment prior to the date when it becomes due 
and payable by the insurer. 
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§ 3616. Manner of payment of life insurance 
(a) An insurance upon life may be made payable: 

(1) on the death of the insured; 
(2) on the insured's surviving a specified period; 
(3) periodically as long as the insured lives; 
(4) otherwise contingently on the continuance or determina

tion of life; or 
(5) upon such terms and conditions and subject to such re

strictions as to revocation by the policyholder and control by 
beneficiaries as shall have been agreed to in writing by the insurer 
and the policyholder, or, if no terms and conditions have been 
agreed to by the insurer and the policyholder during the insured's 
lifetime, then upon such terms and conditions and subject to such 
restrictions as may be agreed to in writing by the insurer and the 
beneficiaries. 

(b) An agreement between the insurer and the policyholder, re
ferred to in paragraph (5) of subsection (a) of this section, may be 
rescinded or amended by the parties thereto without the consent of 
any beneficiary therein designated unless the rights of the beneficiary 
have been expressly declared to be irrevocable. 

(c) An agreement referred to in paragraph (5) of subsection (a) 
of this section, made after the effective date of this Code, shall not 
vest in the insurer discretion as to the conditions, time, amount, 
manner or method of payment. The relationship between the insurer 
and the policyholder or beneficiaries under such an agreement shall be 
that of debtor and creditor and the insurer shall not be required to 
segregate funds so held but shall hold them as a part of its general 
corporate assets. 

§ 3617. Discharge of insurer by payment 
Notwithstanding the provisions of section 293 of Title 8, when 

the proceeds of, or payments under, a life insurance policy become 
payable and the insurer makes payment thereof in accordance with 
the terms of the policy, or in accordance with the terms of a written 
assignment thereof if the policy has been assigned, the payment shall 
fully discharge the insurer from all claims under the policy unless, 
before the payment is made, the insurer has received, at its home office, 
written notice by or on behalf of another person that he claims to be 
entitled to the payment or to an interest in the policy. 

CHAPTER 91—INDEMNITY 
See. 
3651. Definition of indemnity. 
3652. Invalidity with respect to future wrongful act 
3653. Validity with respect to past wrongful act. 
3654. Extension of indemnity to acts of agents. 
3655. Indemnity to several persons. 
3656. Joint or several liability. 
3657. Rules for interpreting agreement of indemnity. 
8658. Reimbursement of person indemnifying other. 
3059. Definition of bail. 
3660. Regulation of bail. 
§ 3651. Definition of indemnity 

Indemnity is a contract by which one engages to save another from 
a legal consequence of the conduct of one of the parties, or of another 
person. 
§ 3652. Invalidity with respect to future wrongful act 

An agreement to indemnify a person against an act thereafter to 
be done, is void, if the act be known by that person at the time of 
doing it to be unlawful. 
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§ 3653. Validity with respect to past wrongful act 
An agreement to indemnify a person against an act already done, is 

valid, even though the act was known to be wrongful, unless it was a 
felony. 

§ 3654. Extension of indemnity to acts of agents 
An agreement to indemnify against tlie acts of a certain person, 

applies not only to his acts and their consequences, but also to tho§e of 
his agents. 
§ 3655. Indemnity to several persons 

An agreement to indemnify several persons applies to each, unless 
a contrary intention appears. 

§ 3656. Joint or several liability 
One who indemnifies another against an act to be done by the latter 

is liable jointly with the person indemnified, and separately, to every 
person injured by the act. 
§ 3657. Rules for interpreting agreement of indemnity 

I n the interpretation of a contract of indemnity the following rules 
are to be applied, unless a contrary intention appears: 

(1) upon an indemnity against liability, expressly, or in other 
equivalent terms, the person indemnified is entitled to recover 
upon becoming liable; 

(2) upon an indemnity against claims, or demands, or damagjes, 
or costs, expressly, or in other equivalent terms, the person in
demnified is not entitled to recover without payment thereof; 

(3) an indemnity against claims, or demands, or liability, ex
pressly, or in other equivalent terms, embraces the costs of de
fense against the claims, demands, or liability incurred in good 
faith and in the exercise of a reasonable discretion; 

(4) the person indemnifying shall, on request of the person in
demnified, defend actions or proceedings brought against the 
latter in respect to the matters embraced by the indemnity, but 
the person indemnified has the right to engage in the conduct of 
the defenses, if he chooses to do so; 

(5) if, after request, the person indemnifying neglects to de
fend the person indemnified, a recovery against the latter suf
fered by him in good faith is conclusive in nis favor against the 
former; 

(6) if the person indemnifying, whether he is a principal or a 
surety in the agreement, has not reasonable notice of the action 
or proceeding against the person indemnified, or is not allowed 
to control its defense, judgment against the latter is only pre
sumptive evidence against the former; or 

(7) a stipulation that a judgment against the j)erson indemni
fied shall De conclusive upon the person indemnifying, is inap
plicable if the person indemnified had a good defense upon the 
merits, which by want of ordinary care he failed to estaolish in 
the action. 

§ 3658. Reimbursement of person indemnifying other 
Where one, at the request of another, engages to answer in damages, 

whether liquidated or unliquidated, for any violation of duty on the 
part of the latter, he is entitled to be reimbursed in the same manner 
as a surety for whatever he may pay. 

§ 3659. Definition of bail 
Upon those contracts of indemnity which are taken in legal pro

ceedings as security for the performance of an obligation imposed or 
declared by the tribunals, and known as undertakings or recognizances, 
the sureties are called bail. 
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§ 3660. Regulation of bail 
The obligations of bail are governed by the law specially applicable 

thereto. 
CHAPTER 93—GUARANTY IN GENERAL 

SUBCHAPTEB I—GENERAL PBOTISIONS 
Sec. 
3691. Definition of guaranty. 

SUBCHAPTEB U—CREATION OF GUABANTT 

3711. Guarantor without knowledge of principaL 
3712. Consideration. 
3713. Writing; signature. 
3714. Obligations which need not be in writing. 
3715. Acceptance of guaranty; notice. 

SUBCHAPTER III—INTERPRETATION OF GUARANTT 

3731. Guaranty of incomplete contract. 
3732. Guaranty that an obligation is good or collectible. 
3733. Same; recovery. 
3734. Same; guarantor's liability. 

SUBCHAPTER IV—^UABILITT OF GUARANTORS 

3751. Conditional and unconditional guaranties. 
3752. Inability of guarantor of payment or performance. 
3753. Liability of guarantor of conditional obligation. 
3754. Guarantor's obligation commensurate with that of principal. 
3755. Illegal contract or personal disability of principal. 

SUBCHAPTER V—CONTINUING GUARANTT 

3771. Definition of continuing guaranty. 

3772. Revocation. 

SUBCHAPTER n—EXONERATION OF GUARANTORS 

3791. Alteration of original obligation; suspension of remedies or rights. 
3792. Void promises. 
3793. Rescission of agreement altering obligation or impairing remedy. 
3794. Partial satisfaction of obligation. 
3795. Delay in proceeding by creditor. 
3706. Liability of indemnified guarantor notwithstanding modification or release. 
3797. Effect of discharge of princijml. 

Subchapter I—General Provisions 

§ 3691. Definition of guaranty 
A guaranty is a promise to answer for the debt, default, or mis

carriage of another person. 

Subchapter II—Creation of Guaranty 

§ 3711. Guarantor without knowledge of principal 
A person may become guarantor even without the knowledge or 

consent of the principal. 
§ 3712. Consideration 

Wliere a guuianty is entered into at the same time with the original 
obligation, or with the acceptance of the latter by the guarantee, and 
forms with that obligation a part of the consideration to him, no other 
consideration need exist. In all other cases there must be a considera
tion distinct from that of the original obligation. 
§ 3713. Writing; signature 

Except as prescribed by section 3714 of this title, a guaranty must 
be in writing, and signed by the guarantor; but the writing need not 
express a consideration. 
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§ 3714. Obligations which need not be in writing 
A promise to answer for the obligation of another, in any of the 

following cases, is deemed an original obligation of the promisor, and 
need not be in writing: 

(1) where the promise is made by one who lias received prop
erty of another upon an undertaking to apply it pursuant to the 
promise, or by one who has received a discharge from an obliga
tion in whole or in part in consideration of the promise; 

(2) where the creditor parts with value, or enters into an obli
gation, in consideration of the obligation in respect to which the 
promise is made, in terms or under circumstances such as to render 
the party making the promise the principal debtor, and the per
son in whose behalf it is made, his surety; 

(3) where the promise, being for an antecedent obligation of 
another, is made upon the consideration that the party receiving 
it cancels the antecedent obligation, accepting the new promise as 
a substitute therefor; or upon the consideration that the party 
receiving it releases the property of another from a levy, or his 
person from imprisonment under an execution on a judgment 
obtained upon the antecedent obligation; 

(4) where the promise is upon a consideration beneficial to 
the promisor, whether moving from either party to the ante
cedent obligation or from another person; 

(5) where a factor undertakes, for a commission, to sell mer
chandise and guarantee the sale; or 

(6) where the holder of an instrument for the payment of 
money, upon which a third person is or may become liable to him, 
transfers it in payment of a precedent debt of his own, or for a new 
consideration, and in connection with such transfer enters into a 
promise respecting such instrument. 

§ 3715. Acceptance of guaranty; notice 
A mere offer to guarantee is not binding until notice of its accept

ance is communicated by the guarantee to the guarantor; but an abso
lute guaranty is binding upon the guarantor without notice of ac
ceptance. 

Subchapter III—Interpretation of Guaranty 

§ 3731. Guaranty of incomplete contract 
In a guaranty of a contract, the terms of which are not then set

tled, it is implied that its terms shall be such as will not expose the 
guarantor to greater risks than he would incur under those terms 
which are most common in similar contracts at the place where the 
principal contract is to be performed. 

§ 3732. Guaranty tha t an obligation is good or collectible 
A guaranty to the effect that an obligation is good, or is collectible, 

imports that the debtor is solvent and that the demand is collectible 
by the usual legal proceedings, if taken with reasonable diligence. 

§ 3733. Same; recovery 
A guaranty, such as is provided by section 3732 of this title, is not 

discharged by an omission to take proceedings upon the principal 
debt, or upon any collateral security for its payment, if no part of the 
debt could have been collected thereby. 
§ 3734. Same; guarantor's liability 

In the cases provided by section 3733 of this title, the removal of 
the principal from the Canal Zone, leaving no property therein from 
which the obligation might be satisfied, is equivalent to the insol-
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vency of the priiK-ipal in its effect upon the riglits and obligations of 
the guarantor. 

Subchapter IV—Liability of Guarantors 

§ 3751. Conditional and unconditional guaranties 
A guaranty is to be deemed unconditional unless its terms import 

some condition precedent to the liability of the guarantor. 
§ 3752. Liability of guarantor of payment or performance 

A guarantor of payment or performance is liable to the guarantee 
immediately upon the default of the principal, and without demand 
or notice. 
§ 3753. Liability of guarantor of conditional obligation 

Wliere one guarantees a conditional obligation, his liability is com
mensurate with that of the principal, and he is not entitled to notice 
of the default of the principal, unless he is unable, by the exercise of 
reasonable diligence, to acquire information of the default, and the 
creditor has actual notice thereof. 

§ 3754. Guarantor's obligation commensurate with that of prin
cipal 

The obligation of a guarantor must be neither larger in amount 
nor in other respects more burdensome than that of the principal; 
and if in its terms it exceeds it, it is reducible in proportion to the 
principal obligation. 

§ 3755. Illegal contract or personal disability of principal 
A guarantor is not liable if the contract of the principal is unlaw

ful ; but he is liable notwithstanding any mere personal disability of 
the principal, though the disability be such as to make the contract 
void against the principal. 

Subchapter V—Continuing Guaranty 

§ 3771. Definition of continuing guaranty 
A guaranty relating to a future liability of the principal, under 

successive transactions, which either continue his liability or from 
time to time renew it after it has been satisfied, is called a continuing 
guaranty. 
§ 3772. Revocation 

A continuing guaranty may be revoked at any time by the guarantor, 
in respect to future transactions, unless there is a continuing con
sideration as to the transactions which he does not renounce. 

Subchapter VI—Exoneration of Guarantors 

§ 3791. Alteration of original obligation; suspension of remedies 
or rights 

A guarantor is exonerated, except so far as he may be indemnified by 
the principal, if, by any act of the creditor, without the consent of the 
guarantor, the original obligation of the principal is altered in any 
respect, or the remedies or rights of the creditor against the principal, 
in respect thereto, are in any way impaired or suspended. 

§ 3792. Void promises 
A promise by a creditor, which for any cause is void, or voidable 

by him at his option, does not alter the obligation or suspend or im
pair the remedy, within the meaning of section 3791 of this title. 
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§ 3793. Rescission of agreement altering obligation or impairing 
remedy 

The rescission of an agreement altering the original obligation of a 
debtor, or impairing the remedy of a creditor, does not restore the 
liability of a guarantor who has been exonerated by the agreement. 
§ 3794. Partial satisfaction of obligation 

The acceptance, by a creditor, of anything in partial satisfaction of 
an obligation, reduces the obligation of a guarantor thereof, in the 
same measure as that of the principal, but does not otherwise aflfect it. 

§ 3795. Delay in proceeding by creditor 
Mere delay on the part of a creditor to proceed against the principal, 

or to enforce any other remedy, does not exonerate a guarantor. 
§ 3796. Liability of indemnified guarantor notwitlistanding 

modification or release 
A guarantor who has been indemnified by the principal is liable to 

the creditor to the extent of the indemnity, notwithstanding that the 
creditor, without the assent of the guarantor, may have modified the 
contract or released the principal. 

§ 3797. E£fect of discharge of principal 
A guarantor is not exonerated by the discharge of his principal by 

operation of law, without the intervention or omission of the creditor. 

CHAPTER 95—SURETYSHIP 

SUBCHAPTER I GENERAL PROVISIONS 
See. 
8831. Definition of surety. 
3832. Apparent principal may show that he is surety. 

SUBCHAPTER I I LIABILITY OF SURETIES 

3851. Limit of surety's obligation. 
3852. Rules of interpretation. 
3853. Effect of judgment against surety. 
3854. Exoneration by performance or offer of performance. 
8855. Discharge by certain acts of creditor. 

SUBCHAPTER HI—RIGHTS OF SVBETIEB 

3871. Surety has rights of guarantor. 
3872. Pursuit of certain remedies by creditor; exoneration of surety for neglect 
3873. Compelling principal to perform. 
3874. Reimbursement of surety by principal. 
3875. Subrogation to creditor's rights; contribution from cosureties. 
3876. Entitlement to benefits of securities held by creditor. 
3877. Property of principal to be applied first. 

SUBCHAPTER IV BIGHTS OF CREDITORS 

8901. Entitlement to benefits of securities held by surety. 

SUBCHAPTER V LETTER OF CREDIT 

3921. Definition of letter of credit. 
3922. How addressed. 
3923. Liability of the writer. 
3924. General or special letters of credit. 
8925. Nature and effect of general letter of credit. 
3926. Extent of general letter of credit. 
3927. Letter as continuing guaranty in certain cases. 
3928. Notice to writer of letter. 
3929. Agreement of credit with terms of letter. 
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Sabchapter I—General Provisions 

§ 3831. Definition of surety 
A surety is one who at the request of another, and for the purpose of 

securing a benefit to him, becomes responsible for the performance by 
the latter of some act in favor of a third person, or hypothecates prop
erty as security therefor. 

§ 3832. Apparent principal may show that he is surety 
One who appears to be a principal, whether by the terms of a writ

ten instrument or otherwise, may show that he is in fact a surety, except 
as against persons who have acted on the faith of his apparent char
acter of principal. 

Subchapter II—Liability of Sureties 

§ 3851. Limit of surety^s obligation 
A surety cannot be held beyond the express terms of his contract, 

and if the contract prescribes a penalty for its breach, he is not in 
any case liable for more than the penalty. 
§ 3852. Rules of interpretation 

In interpreting the terms of a contract of suretyship, the same rules 
are to be observed as in the case of other contracts. 

§ 3853. Effect of judgment against surety 
Notwithstanding the recovery of judgment by a creditor against a 

surety, the latter still occupies the relation of surety. 
§ 3854. Exoneration by performance or offer of performance 

Performance of the principal obligation, or an offer of perform
ance, duly made as provided in tliis title, exonerates a surety. 
§ 3855. Discharge by certain acts of creditor 

A surety is exonerated: 
(1) in like manner with a guarantor; 
(2) to the extent to which he is prejudiced by any act of the 

creditor which would naturally prove injurious to the remedies of 
the surety or inconsistent with his rights, or which lessens his 
security; or 

(3) to the extent to which he is prejudiced by an omission of 
the creditor to do anything, when required by the surety, which 
it is his duty to do. 

Subchapter III—Rights of Sureties 

§ 3871. Surety has rights of guarantor 
A surety has all the rights of a guarantor, whether he becomes per

sonally responsible or not. 

§ 3872. Pursuit of certain remedies by creditor; exoneration of 
surety for neglect 

A surety may require his creditor to proceed against the principal, 
or to pursue any other remedy in his power which the surety cannot 
himself pursue, and which would lighten his burden; and if in such 
case the creditor neglects to do so, the surety is exonerated to the 
extent to which he is thereby prejudiced. 

§ 3873. Compelling principal to perform 
A surety may compel his principal to perform the obligation when 

due, 
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§ 3874. Reimbursement of surety by principal 
If a surety satisfies the principal obligation, or any part thereof, 

whether with or without legal proceedings, the principal shall reim
burse what the surety has disbursbd, including necessary costs and 
expenses; but the surety has no claim for reimbursement against other 
persons, though they may have been benefited by his act, except as pre
scribed by section 3875 of this title. 

§ 3875. Subrogation to creditor 's r igh t s ; contribution from co-
sureties 

A surety, upon satisfying the obligation of the principal, may en
force every remedy which the creditor then has against the principal 
to the extent of reimbursing what he has expended, and may require 
all his cosureties to contribute thereto, without regard to the order 
of time in which they become cosureties. 

§ 3876. Entitlement to benefits of securities held by creditor 
A surety is entitled to the benefit of every security for the perform

ance of the principal obligation held by the creditor, or by a cosurety 
at the time of entering into the contract of suretyship, or acquired by 
him afterward, whether the surety was aware of the security or not. 

§ 3877. Property of principal to be applied first 
Whenever property of a surety is hypothecated with property of the 

principal, the surety may have the property of the principal first 
applied to the discharge of the obligation. 

Subchapter IV—Rights of Creditors ^ 

§ 3901. Entitlement to benefits of securities held by surety 
A creditor is entitled to the benefit of everything which a surety 

has received from the debtor by way of security for the performance 
of the obligation, and may, upon maturity of the obligation, compel 
the application of the security to its satisfaction. 

Subchapter V—Letter of Credit 

§ 3921. Definition of letter of credit 
A letter of credit is a written instrument, addressed by one person 

to another, requesting the latter to give credit to the person in whose 
favor it is drawn. 

§ 3922. How addressed 
A letter of credit may be addressed to several persons in succession. 

§ 3923. Liability of the writer 
The writer of a letter of credit is, upon the default of the debtor, 

liable to those who gave credit in compliance with its terms. 
§ 3924. General or special letters of credit 

A letter of credit is either general or special. When the request for 
credit in a letter is addressed to specified persons by name or descrip
tion, the letter is special. All other letters of credit are general. 

§ 3925. Nature and effect of general letter of credit 
A general letter of credit gives any person to whom it may be shown 

authority to comply with its request, and by his so doing it becomes, as 
to him, of the same effect as if addressed to nim by name. 
§ 3926. Extent of general letter of credit 

Several persons may successively give credit upon a general letter. 
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§ 3927. Letter as continuing guaranty in certain cases 
If the parties to a letter of credit appear, by its terms, to contemplate 

a course of future dealing between the parties, it is not exhausted by 
giving a credit, even to the amount limited by the letter, which is 
subsequently reduced or satisfied by payments made by the debtor, 
but is to be deemed a continuing guaranty. 
§ 3928. Notice to writer of letter 

The writer of a letter of credit is liable for credit given upon it 
without notice to him, unless its terms express or imply the necessity of 
giving notice. 
§ 3929. Agreement of credit with terms of letter 

If a letter of credit prescribes the persons by whomj or the mode in 
which, the credit is to be given, or the term of credit, or limits the 
amount thereof, the writer is not bound except for transactions which, 
in these respects, conform strictly to the terms of the letter. 

CHAPTER 97—LIENS IN GENERAL 

SUBCHAPTEE 1—OENERAL PROVISIONS 
Sec. 
3961. Definition of lien. 
3962. General or special liens. 
3963. Definition of general lien. 
3964. Definition of special lien. 
3965. Satisfaction of prior lien by holder of special lien. 
3966. Contracts governed by this chapter. 

SUBCHAPTER 11 CREATION OF LIENS 

3991. Manner of creation. 
3992. No lien for claim not due. 
3993. Lien on future interest. 
3994. Obligations not in existence when lien created. 

SUBCHAPTER HI—EFFECT OF LIENS 

4011. Title not transferred by lien. 
4012. Certain contracts void. 
4013. Creation as not implying personal obligation. 
4014. l ien as security for other obligations. 
4016. Compensation of holder of lien. 

SUBCHAPTER IV—^PRIORITY OF LIENS 

4031. Time of creation as controlling; exception. 
4032. Marshaling liens. 

SXraCHAPTER V—^REDEMPTION FROM LIENS 

4061. Right to redeem; subrogation. 
4062. Rights of inferior lienor. 
4053. Procedure for redemption from lien. 

SUBCHAPTER VI—^EXTINCTION OF LIBNS 

4071. Lien as accessory to act whose performance it secures. 
4072. EiXtlnction by sale or conversion. 
4073. Extinction under statute of limitations. 
4074. Partial performance. 
4075. Restoration of property as extinguishing lien dependent upon possession. 

Subchapter I—General Provisions 

§ 3961. Definition of lien 
A lien is a charge imposed in a mode other than by a transfer in 

trust upon specific property by which it is made security for the per
formance of an act. 
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§ 3962. General or special liens 
Liens are either general or special. 

§ 3963. Definition of general lien 
A general lien is one which the holder thereof may enforce as a 

security for the performance of all the obligations, or all of a particu
lar class of obligations, which exist in his favor against the owner of 
the property. 
§ 3964. Definition of special lien 

A special lien is one which the holder thereof may enforce only as 
security for the performance of a particular act or obligation, and of 
such obligations as may be incidental thereto. 
§ 3965. Satisfaction of prior lien by holder of special lien 

Wliere the holder of a special lien is compelled to satisfy a prior 
lien for his own protection, he may enforce payment of the amount 
so paid by him, as a part of the claim for which his own lien exists. 
§ 3966. Contracts governed by this chapter 

Contracts of mortgage and pledge are subject to all the provisions of 
this chapter. 

Subchapter II—Creation of Liens 

§ 3991. Manner of creation 
A lien is created: 

(1) by contract of the parties; or 
(2) by operation of law. 

§ 3992. No lien for claim not due 
A lien does not arise by mere operation of law until the time at 

which the act to be secured thereby ought to be performed. 
§ 3993. Lien on future interest 

An agreement may be made to create a lien upon property not yet 
acquired by the party agreeing to give the lien, or not yet in existence. 
In such a case the lien agreed for attaches from the time when the 
party agreeing to give it acquires an interest in the thing, to the extent 
of the interest. 
§ 3994. Obligations not in existence when lien created 

A lien may be created by contract, to take immediate effect, as 
security for the performance of obligations not then in existence. 

Subchapter III—Effect of Liens 

§ 4011. Title not transferred by lien 
Notwithstanding an agreement to the contrary, a lien or a contract 

for a lien, does not transfer any title to the property subject to the 
lien. 
§ 4012. Certain contracts void 

All contracts for the forfeiture of property subject to a lien, in 
satisfaction of the obligation secured thereby, and all contracts in re
straint of the right of redemption from a lien, are void. 
§ 4013. Creation as not implsdng personal obligation 

The creation of a lien does not of itself imply that any person is 
bound to perform the act for which the lien is a security. 
§ 4014. Lien as security for other obligations 

The existence of a lien upon property does not of itself entitle the 
person in whose favor it exists to a lien upon the same property for 
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the performance of any other obligation than that which the lien 
originally secured. 

§ 4015. Compensation of holder of lien 
One who holds property by virtue of a lien thereon is not entitled to 

compensation from the owner thereof for any trouble or expense which 
he incurs respecting it, except to the same extent as a borrower, under 
sections 1969 and 1970 of this title. 

Subchapter IV—Priority of Liens 

§ 4031. Time of creation as controlling; exception 
Other things being equal, different liens upon the same property 

have priority according to the time of their creation, except in cases of 
bottomi-y and respondentia. 

§ 4032. Marshaling liens 
Wliere one has a lien upon several things, and other persons have 

subordinate liens upon, or interests in, some but not all of the same 
things, the person having the prior lien, if he can do so without risk 
of loss to himself or of injustice to other persons, shall resort to the 
property in the following order, on the demand of any party in
terested : 

(1) to the things upon which he has an exclusive lien; 
(2) to tJie things which are subject to the fewest subordinate 

liens; 
(3) in like manner inversely to the number of subordinate liens 

upon the same things; and 
(4) when several things are within one of the foregoing classes, 

and subject to the same number of liens: 
(A) to the things which have not been transferred since the 

prior lien was created; 
(B) to the things which have been so tranferred without a 

valuable consideration; and 
(C) to the things which have been so transferred for a valu

able consideration in the inverse order of the transfer. 

Subchapter V—Redemption from Liens 

§ 4051. Right to redeem; subrogation 
A person having an interest in property subject to a lien may 

redeem it from the lien at any time after the claim is due and before 
his right of redemption is foreclosed. By the redemption, he becomes 
subrogated to all the benefits of the lien, as against all owners of other 
interests in the property, except insofar as he was bound to make 
the redemption for their benefit. 

§ 4052. Rights of inferior lienor 
One who has a lien inferior to another, upon the same property, 

may: 
(1) redeem the property in the same manner as its owner might, 

from the superior lien; and 
(2) be subrogated to all the benefits of the superior lien, when 

necessary for the protection of his interests, upon satisfying the 
claim secured thereby. 

§ 4053. Procedure for redemption from lien 
Redemption from a lien is made by performing, or offering to 

perform, the act for the performance of which it is a security, and 
paying, or offering to pay, the damages, if any, to which the holder of 
the lien is entitled for delay. 
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Subchapter VI—Extinction of Liens 

§ 4071. Lien as accessory to act whose performance it secures 
A lien is to be deemed accessory to the act for the performance of 

which it is a security, whether any person is bound for the perform
ance or not, and is extinguishable in like manner with any other 
accessory obligation. 

§ 4072. Extinction by sale or conversion 
The sale of any property on which there is a lien, in satisfaction of 

the claim secured thereby or in case of personal property, its wrong
ful conversion by the person holding the lien, extinguishes the lien 
thereon. 

§ 4073. Extinction under statute of limitations 
A lien is extinguished by the lapse of the time within which, under 

Title 5, an action may be brought upon the principal obligation. 
§ 4074. Partial performance 

The partial performance of an act secured by a li^a does not ex
tinguish the lien upon any part of the property subject thereto, even 
if it is divisible. 

§ 4075. Restoration of property as extinguishing lien dependent 
upon possession 

The voluntary restoration of property to its owner by the holder of 
a lien thereon dependent upon possession extinguishes the lien as to 
the property, unless otherwise agreed by the parties, and extinguishes 
it, notwithstanding any such agreement, as to creditors of the owner 
and persons subsequently acquiring a title to the property, or a lien 
thereon, in good faith, and for value. 

CHAPTER 99—MORTGAGE 

SUBCHAPTEB I—QENEBAI. PROVISIONS 
See. 
4111. Definition of mortgage. 
4112. Formalities of creation. 
4113. Lien of mortgage as special. 
4114. Transfer as creating mortgage or pledge. 
4115. Proof of transfer made subject to defeasance on a condition. 
4116. Extent of mortgage lien. 
4117. Possession of mortgaged property. 
4118. Mortgage not a personal obligation. 
4119. Waste. 
4120. Subsequent acquisition of title by mortgagor. 
4121. Power of sale. 
4122. Power of attorney to execute. 
4123. Validity of mortgage with respect to third persons. 
4124. Recording assignment of mortgage; notice. 
4125. Recording assignment of mortgage not notice to mortgagor; validity of 

payments. 
4126. Mortgage passes by assignment of debt. 
4127. Discbarge; marginal entry; form. 
4128. Same; recording certificate of payment, satisfaction, or discharge. 
4129. Duty of mortgagee on satisfaction of mortgage. 
4130. Bottomry and respondentia excluded from chapter. 

SUBCH.\PTEB II—MORTGAGES OF PERSONAL PROPERTY 

4151. Mortgageable personal property. 
4152. Stocli In trade of merchant. 
41.'>3. Form of personal property mortgage. 
4154. Essentials for validity as to third persons. 
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Bee. 
4156. Duties of registrar with respect to filing; fee. 
4156. Filing assignment of mortgage; notice. 
4157. Removal of mortgaged property from Canal Zone. 
4158. Foreclosure of mortgage; manner. 
4159. Attachment or execution upon mortgaged property. 
4160. Inapplicability of sections 4154-4157 to certain ships and aircraft. 
4161. Continuance of lien of mortgage on crops. 
4162. Validity of certain mortgages. 
4163. Discharge of mortgage of personal property. 

Subchapter I—General Provisions 

§ 4111. Definition of mortgage 
Mortgage is a contract by which specific property is hypothecated 

for the performance of an act, without the necessity of a change of 
possession. 

§ 4112. Formalities of creation 
A mortgage may be created, renewed, or extended, only by writing, 

subscribed by the party to be charged or by liis agent thereunto author
ized in writing. 

§ 4113. Lien of mortgage as special 
The lien of a mortgage is special, unless otherwise expressly agreed, 

and is independent of possession. 
§ 4114. Transfer as creating mortgage or pledge 

A transfer of an interest in property, other than in trust, made 
only as a security for the performance of another act, is to be deemed 
a mortgage, except when it is accompanied by actual change of pos
session, in which case it is to be deemed a pledge. 
§ 4115. Proof of transfer made subject to defeasance on a 

condition 
Except as against a subsequent purchaser or encumbrancer for value 

and without notice, the fact that a transfer was made subject to de
feasance on a condition may, for the purpose of showing the transfer 
to be a mortgage, be proved, though the fact does not appear by the 
terms of the instrument. 

§ 4116. Extent of mortgage lien 
A mortgage is a lien upon everything that would pass by a grant of 

the property. 
§ 4117. Possession of mortgaged property 

Unless authorized by the express terms of the mortgage, a mortgage 
does not entitle the mortgagee to the possession of the property; but 
after the execution of the mortgage the mortgagor may agree to a 
change of possession without a new consideration. 

§ 4118. Mortgage not a personal obligation 
A mortgage does not bind the mortgagor personally to perform the 

act for the performance of which it is a security, unless there is an 
express covenant therein to that effect. 

§ 4119. Waste 
A person whose interest is subject to the lien of a mortgage may not 

do any act which will substantially impair the mortgagee's security. 

§ 4120. Subsequent acquisition of title by mortgagor 
Title acquired by the mortgagor subsequent to the execution of the 

mortgage, inures to the mortgagee as security for the debt in like 
manner as if acquired before the execution. 
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§ 4121. Power of sale 
A power of sale may be conferred by a mortgage upon the mort

gagee or any other person, to be exercised after a oreach of the obliga
tion for which the mortgage is a security. 
§ 4122. Power of attorney to execute 

A power of attorney to execute a mortgage must be in writing, sub
scribed, acknowledged, or proved, and certified in the manner pre
scribed by chapter 27 of this title, and recorded in the office of the 
registrar of property. 
§ 4123. Validity of mortgage with respect to third persons 

A mortgage of property is void as against creditors of the mort
gagor and siiDsequent purchasers and encumbrances of the property in 
good faith for value, unless it is acknowledged or proved and certified 
m the manner prescribed by chapter 27 of this title, and recorded in 
the office of the registrar of property of the Canal Zone. 
§ 4124. Recording assignment of mortgage; notice 

An assignment of a mortgage may be recorded in like manner as 
a mortgage, and the record operates as notice to all persons subse
quently deriving title to the mortgage from the assignor. 
§ 4125. Recording assignment of mortgage not notice to mort

gagor; validity of payments 
When the mortgage is executed as security for money due, or to be

come due, on a promissory note, bond, or other instrument designated 
in the mortgage, the record of the assignment of the mortgage is not, 
of itself, notice to a mortgagor, his heirs, or personal representatives, 
so as to invalidate any payment made by them, or either of them, to 
the person holding the note, bond, or other instrument. 
§ 4126. Mortgage passes by assignment of debt 

The assignment of a debt secured by mortgage carries with it the 
security. 
§ 4127. Discharge; marginal entry; form 

A recorded mortgage may be discharged by an entry in the margin 
of the record thereof, signed by the mortgagee, or his personal repre
sentative or assignee, acknowledging the satisfaction of the mortgage 
in the presence of the registrar of property, who shall certify the 
acknowledgment in form substantially as follows: "Signed and 
acknowledged before me, this day of , in the year . 
A. B., Eegistrar of Property." 
§ 4128. Same; recording certificate of payment, satisfaction, or 

discharge 
A recorded mortgage, if not discharged as provided in section 4127 

of this title, must Ife discharged upon the record by the officer having 
custody thereof, on the presentation to him of a certificate signed by 
the mortgagee, his personal representatives or assigns, acknowledged 
or proved and certified as prescribed by chapter 27 of this title, stat
ing that the mortgage has been paid, satisfied, or discharged. 
§ 4129. Duty of mortgagee on satisfaction of mortgage 

When a mortgage has been satisfied, the mortgagee or his assignee 
shall immediately, on the demand of the mortgagor, execute, acknowl
edge, and deliver to him a certificate of the discharge thereof, so as to 
entitle it to be recorded, or he shall enter satisfaction, or cause satis
faction of the mortgage to be entered of record. A mortgagee, or 
assignee of the mortgagee, who refuses to execute, acknowledge, and 
deliver to the mortgagor the certificate of discharge, or to enter satis
faction, or cause satisfaction of the mortgage to be entered, as pro-
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vided in this chapter, is liable to the mortgagor, or his grantee or heirs, 
for all damages which he or they may sustain by reason of the refusal, 
and shall also forfeit to him or them the sum of $100. The mortgagee, 
his assignee, or personal representative, shall deliver to the mortgagor, 
his lieirs, successors, or assigns, the mortgage and the note so paid or 
satisfied. For filing and entering the certificate of discharge, or satis
faction, the registrar shall be entitled to a fee of 50 cents. 

This section does not apply to the payment, satisfaction and dis
charge of mortgages of personal property under section 4163 of this 
title. 
§ 4130. Bottomry and respondentia excluded from chapter 

Contracts of bottomry or respor-ientia, although in the nature of 
mortgages, are not aflfected by this chapter. 

Subchapter II—^Mortgages of Personal Property 

§ 4151. Mortgageable personal property 
Mortgages may be made upon all growing crops, including fruit, 

and upon any and all kinds of personal property, except articles of 
wearing apparel and personal adornment. 

§ 4152. Stock in trade of merchant 
Where a mortgage is made upon the stock in trade of a merchant, it 

shall be deemed, in the absence of a contrary intention, to cover goods 
subsequently acquired; and purchasers from the mortgagor in good 
faith and in the usual course of business are not liable to the 
mortgagee. 
§ 4153. Form of personal property mortgage 

A mortgage of personal property may be made in substantially the 
following form: 

This mortgage, made the day of , in the year , by 
A B, of , by occupation a , mortgagor, to C D, of , by 
occupation a , mortgagee, witnesseth: 

That the mortgagor mortgages to the mortgagee (here describe 
the property), as security for the payment to him of dollars, on 
(or before) the day of , in the year , with interest 
thereon (or, as security for the payment of a note or obligation, 
describing it, and so forth) A B. 

§ 4154. Essentials for validity as to third persons 
A mortgage of personal property is void as against creditors of the 

mortgagor and subsequent purchasers and encumbrancers of the prop
erty in good faith and for value, unless: 

(1) it is accompanied by the affidavit of all the parties thereto 
that it is made in good faith and without any design to hinder, 
delay, or defraud creditors; 

(2) it is acknowledged or proved and certified in the manner 
prescribed by chapter 27 of this title; and 

(3) it, or a true copy, is filed in the office of the registrar of 
property of the Canal Zone. 

§ 4155. Duties of registrar with respect to filing; fee 
(a) The registrar of property shall: 

(1) mark upon the mortgage of personal property, or copy, 
filed with him, the day and hour of filing; 

(2) file the mortgage, or copy, in his office for public inspection; 
(3) keep a separate book and enter therein the names of the 

mortgagor and mortgagee, the date of the mortgage, the day and 
hour of filing, a brief description of the property mortgaged 
and the amount of the mortgage; and 
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(4) index the book referred to in paragraph (3) of this sub
section under the names of both mortgagor and mortgagee, 

(b) For filing and entering a mortgage of personal property or 
copy thereof, or an assignment of such a mortgage, the registrar shall 
be entitled to a fee of $1. 
§ 4156. Filing assignment of mortgage; notice 

An assignment of a mortgage of personal property may be filed in 
like manner as a mortgage of personal property, and each filing oper
ates as notice to all persons subsequently deriving title to the mort
gage from the assignor. When a mortgage of personal property is 
executed as security for money due, or to become due, on a promissory 
note, bond, or other instrument des i^a ted in the mortgage, the filing 
of the assignment of the mortgage is not, of itself, notice to a mort
gagor, his heirs, or personal representatives, so as to invalidate any 
payment made by them, or either of them, to the person holding the 
note, bond, or other instrument. 

§ 4157. Removal of mortgaged property from Canal Zone 
A mortgagor may not remove or permit the removal of mortgaged 

property from the Canal Zone without the written consent of the 
mortgagee. 
§ 4158. Foreclosure of mortgage; manner 

A mortgagee of personal property, when the debt to secure which 
the mortgajre was executed becomes due, may foreclose the mort
gagor's right of redemption by a sale of the property, made in the 
manner and upon the notice prescribed by chapter 101 of this title, or 
by proceedings pursuant to sections 1731-1734 of Title 5. 

§ 4159. Attachment or execution upon mortgaged property 
Personal property mortgaged may be taken under attachment or 

execution issued at the snit of a creditor of the mortgagor in the man
ner provided by section 569 of Title 5. 

§ 4160. Inapplicability of sections 4154-4157 to certain ships and 
aircraft 

Sections 4154-4157 of tliis title do not apply to any mortgage of a 
ship or part of a sliip under the flag of the United States, nor to any 
mortgage of an aircraft, or part thereof, licensed or registered under 
llie laws of the United States. 

§ 4161. Continuance of lien of mortgage on crops 
The lien of a mortgage on a growing crop continues on the crop 

after severance, whether remaining in its original state or converted 
into another product, as long as the same remains on the land. 
{$ 4162. Validity of certain mortgages 

Mortgages of personal property, other than that upon which 
mortgages are authorized to be made by section 4151 of this title, 
and mortgages not made in conformity with this subchapter, are nev
ertheless valid between the parties, their heirs, legatees, and personal 
representatives, and persons who, before parting with value, have 
actual notice thereof. 

§ 4163. Discharge of mortgage of personal property 
Upon the payment or satisfaction of a mortgage of personal prop

erty, the mortgagee, his assignee, or legal representative, upon the 
request of the mortgagor or of any person interested in the mortgaged 
property, must execute, acknowledge, and deliver to the person re
questing it a certificate setting forth the payment or satisfaction. If 
the mortgagee, his assignee, or legal representative refuses to execute, 
acknowledge, and deliver to the mortgagor or other person interested 



- 2 3 1 -

in the mortgaged property the certificate provided for in this section 
he shall forfeit to the person requesting the certificate the sum of $5 
and be liable for all damages suffered by reason of the refusal. Upon 
presentation of the certificate of payment or satisfaction to the regis
trar of property, he shall file it and note the discharge of the mortgage 
and the date thereon on the margin of the page where the mortgage 
has been entered. For filing and entering the certificate of payment 
or satisfaction, the registrar shall be entitled to a fee of 50 cents. 

CHAPTER 101—PLEDGE 
Sec 
4201. Definition 
4202. Certain contracts as pledges. 
4203. Delivery of property as essential. 
4204. Increase. 
4205. Extent of lienor's pledge. 
4206. Pletlgee's rights as against real owner. 
4207. Rights of owner pledging to secure obligation of another person. 
4208. Deposit of pledged property with third person as pledge holder. 
4209. Withdrawal of pledged property by pledge lender. 
4210. Obligations of pledge holder. 
4211. Enforcement of pledgee's rights by pledge holder. 
4212. Obligation of pledgee and pledge holder for reward. 
4213. Gratuitous pledge holder. 
4214. Debtor's misrepresentation of value of pledge. 
4215. When pledgee may sell. 
4216. Demand for performance as condition precedent to sale. 
4217. Notice of sale to pledgor. 
4218. Waiver of notice of sale. 
4219. Waiver of demand for performance. 
4220. Manner of sale. 
4221. Pledgee's sale of securities; collection. 
4222. Sale on demand of pledgor. 
4223. Payment of surplus to pletlgor after sale. 
4224. Retention, by pledgee, of all that can become due. 
4225. Purchase of property by pledgee or pledge holder. 
4226. Foreclosure, by judicial sale, of right of redemption. 

§ 4201. Definition 
Pledge is a deposit of personal property by way of security for the 

performance of another act. 
§ 4202. Certain contracts as pledges 

Every contract by which the possession of personal property is 
transferred, as security only, is to be deemed a pledge. 
§ 4203. Delivery of property as essential 

The lien of a pledge is dependent on possession, and a pledge is not 
valid until the property pledged is delivered to the pledgee, or to a 
pledge holder, as hereinafter prescribed. 

§ 4204. Increase 
The increase of property pledged is pledged with the property. 

§ 4205. Extent of lienor's pledge 
One who has a lien upon property may pledge it to the extent of 

his lien. 

§ 4206. Pledgee's rights as against real owner 
One who has allowed another to assume the apparent ownership of 

property for the purpose of making any transfer of it, may not set up 
his own title, to defeat a pledge of the property, made by the other, 
to a pledgee who received the property in good faith, in the ordinary 
course of business, and for value. 
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§ 4207. Rights of owner pledging to secure obligation of another 
person 

Property may be pledged as security for the obligation of a person 
other than the owner, and in so doing the owner has all the rights 
of a pledgor for himself, except as hereafter stated in this chapter. 

§ 4208. Deposit of pledged property with third person as pledge 
holder 

A pledgor and pledgee may agree upon a third person with whom 
to deposit the property pledged, who, if he accepts the deposit, is 
called a pledge holder. 

§ 4209. Withdrawal of pledged property by pledge lender 
One who pledges property as security for the obligation of another 

may not withdraw the property pledged otherwise than as a pledgor 
for himself might, and if he receives from the debtor a consideration 
for the i)ledge he cannot withdraw it without his consent. 

§ 4210. Obligations of pledge holder 
A pledge holder for reward may not exonerate himself from his un

dertaking; and a gratuitous pledge holder may do so only by giving 
reasonable notice to the pledgor and pledgee to appoint a new pledge 
holder, and in case of their failure to agree, by depositing the property 
pledged with an impartial person, who will then be entitled to a reason
able compensation for his care of it. 
§ 4211. Enforcement of pledgee's rights by pledge holder 

A pledge holder shall enforce all the rights of the pledgee, unless 
authorized by him to waive them. 
§ 4212. Obligation of pledgee and pledge holder for reward 

A pledgee, or a pledge holder for reward, assumes the duties and 
liabilities of a depositary for reward. 
§ 4213. Gratuitous pledge holder 

A gratuitous pledge holder assumes the duties and liabilities of a 
gratuitous depositary. 

§ 4214. Debtor's misrepresentation of value of pledge 
Where a debtor has obtained credit, or an extension of time, by a 

fraudulent misrepresentation of the value of property pledged by or 
for him, the creditor may demand a further pledge to correspond 
with the value represented; and in default thereof may recover his 
debt immediately, though it be not actually due. 

§ 4215. When pledgee may sell 
When performance of the act for which a pledge is given is due, 

in whole or in part, the pledgee may collect what is due to him by a 
sale of proj)erty pledged, subject to the rules and exceptions herein
after prescribed. 
§ 4216. Demand for performance as condition precedent to sale 

Before property pledged can be sold, and after performance of the 
act for which it is security is due, the pledgee shall demand perform
ance thereof from the debtor, if the debtor can be found. 

§ 4217. Notice of sale to pledgor 
A pledgee shall give actual notice to the pledgor of the time and 

place at which the property pledged will be sold, at such a reasonable 
time before the sale as will enable the pledgor to attend. 
§ 4218. Waiver of notice of sale 

Notice of sale may be waived by a pledgor at any time; but is not 
waived by a mere waiver of demand of performance. 
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§ 4219. Waiver of demand for performance 
A debtor or pledgor waives a demand for performance as a con

dition precedent to a sale of the property pledged, by a positive re
fusal to perform, after performance is due; but may not waive it in 
any other manner except by contract. 

§ 4220. Manner of sale 
The sale by pledgee, of property pledged, must be made by public 

auction, in the manner and upon the notice of sale of personal prop
erty under execution. 

§ 4221. Pledgee's sale of securities; collection 
A pledgee may not sell evidences of debt pledged to him, except the 

obligations of governments, States, or corporations; but he may collect 
them wiien due. 

§ 4222. Sale on demand of pledgor 
Whenever property pledged can be sold for a price sufficient to 

satisfy the claim of the pledgee, the pledgor may require it to be sold, 
and its proceeds to be applied to the satisfaction, when due. 

§ 4223. Payment of surplus to pledgor after sale 
After a pledgee has lawfully sold property pledged, or otherwise 

collected its proceeds, he may deduct therefrom the amount due under 
the principal obligation, and the necessary expenses of sale and collec
tion, and shall pay the surplus to the pledgor, on demand. 
§ 4224. Retention, by pledgee, of all that can become due 

When property pledged is sold by order of the pledgor before the 
claim of the pledgee is due, the latter may retain out of the proceeds 
all that can possibly become due under his claim until it becomes due. 

§ 4225. Purchase of property by pledgee or pledge holder 
Whenever property pledged is sold at public auction, in the manner 

provided by section 42'-M of this title, the pledgee or pledge holder may 
purchase the property at the sale. 

§ 4226. Foreclosure, by judicial sale, of right of redemption 
Instead of selling property pledged, as hereinbefore provided, a 

pledgee may foreclose the right of redemption by a judicial sale, under 
the direction of a competent court; and in that case may be authorized 
by the court to purchase at the sale. 

CHAPTER 103—OTHER LIENS 
Sec. 
4261. Liens on personal property for services thereon. 

(a) Generally. 
(b) Livery and feed-stable, etc., proprietors. 
(c) Foundry proprietors. 
(d) Laundry and dry cleaning proprietors. 
(e) Veterinary proprietors and surgeons. 
(f) Garage keepers. 

4262. Limitation on amount of lien unless notice given. 
4263. Sale of property by Hen holder; Notice; proceeds. 
4264. Factor's lien. 
4265. Banker's lien. 
4266. Officer's lien. 

§ 4261. Liens on personal property for services thereon 
(a) Generally. 

Whoever, while lawfully in possession of an article of personal 
property, renders any service to the owner thereof, by labor or skill, 
employed for the protection, improvement, safekeeping, or carriage 
thereof, has a special lien thereon, dependent on possession, for the 
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compensation, if any, which is due to him from the owner for the 
service; and whoever makes, alters, or repairs any article of personal 
property, at the request of the owner or legal possessor of the property, 
has a lien thereon for his reasonable charges for the balance due for 
the work done and materials furnished, and may retain possession 
of the property until the charges are paid. 

(b) Livery and feed-stable, etc., proprietors. 
Livery or boarding or feed-stable or feed-yard proprietors, and 

persons pasturing horses or stock, have a lien, dependent on possession, 
for their compensation in caring for, boarding, feeding, or pasturing 
the horses or stock. 

(c) Foundry proprietors. 
Foundry proprietors and persons conducting a foundry business 

have a lien, dependent on possession, upon all patterns in their hands 
belonging to a customer, for the balance due them from the customers 
for foundry work. 
(d) Laundry and dry cleaning proprietors. 

Laundry proprietors and dry cleaning establishment proprietors, 
and persons conducting a laundry business or dry cleaning establish
ment, have a general lien, dependent on possession, upon all personal 
property in their hands belonging to a customer, for the balance due 
them from the customers for laundry or dry cleaning work. This 
subsection does not confer a lien in favor of a wholesale dry cleaner 
on materials received from a dry cleaning establishment proprietor or 
a person conducting a dry cleaning establishment. 

(e) Veterinary proprietors and surgeons. 
Veterinary proprietors and veterinary surgeons have a lien, de

pendent on possession, for their compensation in caring for, boarding, 
feeding, and the medical treatment of animals. 
(f) Garage keepers. 

Keepers of garages for automobiles have a lien, dependent on pos
session, for their compensation in caring for and safekeeping the 
automobiles, and for making repairs and performing any labor upon, 
or furnishing supplies or materials for, the automooiles. Where the 
possession of, or hen upon, an automobile held under a claim of lien 
hereunder is lost by reason of fraud, trick, or device, the repossession 
of the automobile by the garage keeper shall revive the lien so lost. 
A lien thus revived is subordinate to any sale, lien, encumbrance, 
right, title, or interest in the automobile acquired or exercised in good 
faith and for vahie by a person between the time of loss of possession 
and the time of repossession. 

§ 4262. Limitation on amount of lien unless notice given 
That portion of any lien, as provided for in section 4261 of this 

title, in excess of $200, for any work, services, care, or safekeeping 
rendered or performed at the request of any person other than the 
holder of tlie legal title, is invalid, unless prior to commencing any 
such work, service, care, or safekeeping, the person claiming the 
lien gives actual notice in writing either by personal service or by 
registered letter addressed to the holder of the legal title to the prop
erty, if known. In the case of automobiles, the person named as legal 
owner in the registration certificate, shall be deemed, for the purpose 
of this section, the holder of the legal title. 
§ 4263. Sale of property by lien holder; notice; proceeds 

If the person entitled to the lien provided for in section 4261 of 
this title is not paid the amount due and for which the lien is given, 
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within 20 days after the amount has become due, the lien holder 
may proceed to sell the property, or so much thereof as may be nec
essary to satisfy the lien and costs of sale, at public auction, and by 
giving at least 10 days' previous notice of the sale by advertising in 
a newspaper of general circulation in the Canal Zone. The proceeds 
of the sale must be applied to the discharge of the lien and the cost of 
keeping and selling the property. The remainder, if any, must be 
paid over to the person who owned the property at the time of sale. 
§ 4264. Factor's lien 

A factor has a general lien, dependent on possession, for all that is 
due to him as such, upon all articles of commercial value that are in
trusted to him by the same principal. 
§ 4265. Banker's lien 

A banker has a general lien, dependent on possession, upon all 
property in his hands belonging to a customer, for the balance due 
to him from the customer in the course of the business. 
§ 4266. Officer's lien 

An officer who levies an attachment or execution upon personal 
property acquires a special lien, dependent on possession, upon the 
property, which authorizes him to nold it until the process is dis-
chargea or satisfied, or a judicial sale of the property is had. 

CHAPTER 105—NEGOTIABLE INSTRUMENTS 

SUBCHAPTER I—NEOOTIABLE INSTBVMENTS IN OENEBAL 

Article A—Form and Interpretation 
Sec. 
4301. Form of negotiable instrument 
4302. Certainty of sum payable; definition. 
4303. Unconditional order or promise to pay. 
4304. Determinable future time defined. 
4305. Nonnegotlable instrument; provisions not affecting negotiability. 
4306. Omissions; seal; particular money; statement of nature of consideration. 
4307. Payable on demand. 
4308. Payable to order. 
4309. Payable to bearer. 
4310. Sufliclency of terms of instrument. 
4311. Date; presumption. 
4312. Antedating or postdating. 
4313. Insertion of date; when authorized; wrong date. 
4314. Filling up blanks. 
4315. Incomplete iustrimient not delivered. 
4316. Delivery; necessity; when effectual; presumptions. 
4317. Construction in case of ambiguity or omissions. 
4318. Liability of signatories; signature in trade or assumed name. 
4319. Signature by agent; authority; proof. 
4320. Liability of person signing as agent, etc. 
4321. Signature by procuration. 
4322. Indorsement or assignment by corporation or infant. 
4S23. Forged signature. 

Article B—Consideration 
4331. Presumption of consideration. 
4332. Value defined. 
4333. Holder for value. 
4334. Lien holder as holder for value. 
4835. Want of consideration; effect. 
4336. Liability of accommodation party. 

Article C—Negotiation 
4341. Negotiation defined. 
4:342. Indorsement; method. 
4343. Indorsement must be of entire instrument 
4344. Kinds of indorsement. 
4345. Special indorsement; indorsement in blank. 
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Sec. 
4346. Indorsement in blank ; change to special indorsement. 
4347. Bestrictive indorsement. 
4348. Restrictive indorsement; effect; rights of indorsee. 
4349. Qualified indorsement. 
4350. Conditional indorsement. 
4351. Indorsement of instrument payable to bearer. 
4352. Indorsement of instrument payable to two or more persons. 
4353. Instrument drawn or Indorsed to "cashier". 
4354. Indorsement where name wrongly designated or misspelled. 
4355. Indorsement in representative capacity. 
4356. Time of indorsement; presumption. 
4357. Place of indorsement; presumption. 
4358. Continuation of negotiable character. 
4359. Striking out indorsement. 
4360. Transfer without indorsement. 
4361. Renegotiation by prior party. 

Article D—Rights of Holder 

4371. Right of holder to sue; payment. 
4372. Holder In due course defined. 
4373. Holder not in due course. 
4374. Notice before full amount paid. 
4375. Defective title. 
4376. Notice of infirmity or defect. 
4377. Rights of holder in due course. 
4378. Original defenses; availability. 
4379. Holder in due course; presumption; burden of proof. 

Article E—Liabilities of Parties 

4381. Liability of maker. 
4382. Liability of drawer. 
4383. Liability of acceptor. 
4384. When person deemed Indorser. 
4385. Liability of irregular Indorser. 
4386. Warranty on negotiation by delivery or by qualified indorsement. 
4387. Liability of general Indorser. 
4388. Liability of indorser when paper negotiable by delivery, 
4389. Order of indorsers' liability. 
4390. Liability of agent or broker. 

Article F—Presentment for Payment 

4401. Failure to present for payment; effect. 
4402. Instruments payable on demand and not payable on demand. 
4403. Sufllciency of presentment. 
4404. Place of presentment 
4405. Exhibition of Instrument. 
4406. Instrument payable at bank. 
4407. Principal debtor dead. 
4408. Persons liable as partners. 
4409. Joint debtors. 
4410. When not required to charge drawer. 
4411. When not required to charge Indorser. 
4412. Excuse for delay. 
4413. When dispensed with, 
4414. Instrument dishonored by nonpayment. 
4415. Liability of person secondarily liable. 
4416. Time of maturity. 
4417. Computation of time. 
4418. Instrument payable at bank. 
4419. Payment In due course defined. 

Article G—Notice of Dishonor 

4421. Parties to whom notice of dishonor given. 
4422. Parties who may give. 
4423. Notice by agent. 
4424. Effect of notice on behalf of holder. 
4425. Effect of notice on behalf of party entitled to give notice. 
4426. Notice by agent; authority; procedure. 
4427. Sufficiency of notice. 
4428. Form of notice. 
4429. Notice to party or agent. 
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See. 
4430. Notice to deceased party. 
4431. Notice to partners. 
4432. Notice to persons jointly liable. 
4433. Notice to bankrupt. 
4434. Time within which notice must be given. 
4435. Time where parties reside in same place. 
4436. Time where parties reside in different places. 
4437. Due notice; miscarriage in mails. 
4438. Deposit in i>ost office defined. 
4439. Notice to antecedent party; time. 
4440. Place where notice must be sent. 
4441. Waiver of notice. 
4442. Waiver of notice; persons affected by waiver. 
4443. Waiver of protest. 
4444. Dispensing with notice. 
4445. Delay; excuse. 
4446. Notice to drawer; when dispensed with. 
4447. Notice to indorser; when dispensed with. 
4448. Notice of nonpayment where acceptance refused. 
4449. Omission to give notice of nonacceptance; effect. 
4450. Protest; when necessary; when unnecessary. 

Article H—Discharge of Negotiable Instruments 

4461. Methods of discharge. 
4462. Persons secondarily liable; discharge. 
4463. Rights of parties secondarily liable who pay instruments. 
4464. Renunciation by holder. 
4465. Unintentional cancellation; burden of proof. 
4466. Material alteration; effect. 
4467. Material alteration defined. 

BUBCHAFTEB U.—BILLS OF BZCHANGE 

Article A—Form and Interpretation 

4471. Bill of exchange defined. 
4472. Bill not an assignment of funds in hands of drawee. 
4473. Bill addressed to two or more drawees. 
4474. Inland and foreign bills defined. 
4475. Treatment of bill as promissory note. 
4476. Referee in case of need. 

Article B—^Acceptance 

4481. Acceptance; definition; method of making. 
4482. Holder entitled to acceptance on face of bill. 
4483. Acceptance by separate instrument 
4484. Promise to accept; equivalent to acceptance. 
4485. Time allowed drawee to accept 
4486. Liability of drawee retaining or destroying bill. 
4487. Acceptance of incomplete bill. 
4488. Kinds of acceptance. 
4489. General acceptance. 
4490. Qualified acceptance. 
4491. Qualified acceptance; rights of parties. 

Article C—Presentment for Acceptance 

4501. Necessity of making presentm^it for acceptance. 
4502. Failure to present as releasing drawer and indorsers. 
4503. Time for making; persons to whom made. 
4504. Days on which presentment may be made. 
4505. Insufficient time. 
4506. Excuse. 
4507. Dishonor by nonacceptance. 
4508. Duty of holder on nonacceptance. 
4509. Rights of holder on nonacceptance. 
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Artlde D—Protest 
Sec. 
4511. Necessity for protest. 
4512. Method of making. 
4513. Persons who may make protest 
4514. Time for making. 
4515. Place where made. 
4516. Protest both for nonacceptance and nonpayment 
4517. Protest before maturity; better security. 
4518. Dispensing with protest. 
4519. Lost, destroyed, or wrongly detained bill. 

Article E—Acceptance for Honor 

4521. Circumstances authorizing acceptance for honor. 
4522. Method of acceptance for honor. 
4523. Honor of drawer; presumption. 
4524. Liability of acceptor. 
4525. Agreement of acceptor. 
4526. Maturity of sight bill accepted for honor. 
4527. Protest after acceptance. 
4528. Presentment for payment to acceptor. 
4529. Excuse for delay in making presentment. 
4530. Dishonor by acceptor for honor. 

Article F—Payment for Honor 

4.541. Persons who may make payment for honor. 
4542. Formalities. 
4543. Declaration before payment for honor. 
4544. Preference of parties offering to pay for honor. 
4545. Discharge of subsequent parties; subrogation of payer. 
4546. Refusal of payment; loss of right of recourse. 
4547. Rights of payer for honor. 

Article G—Bills in a Set 

4551. Bills in sets constitute one bill. 
4552. Negotiation of different parts; rights of holders. 
4553. Liability of holder indorsing two or more parts to different persons. 
4554. Acceptance. 
4555. Payment of acceptor. 
4556. Discharging one part; effect. 

SUnCHAPTEK III—PKOMISSOKY N0TK8 AND CHECKS 

4561. Promissory note defined. 
4562. Check defined. 
4563. Time for presenting check. 
4564. Certification of check; effect. 
4565. Holder procuring check to be certified; effect. 
4566. Check not an assignment; liability of bank. 

SUBCHAPTER IV—GENEKAL PROVISIONS 

4571. Short title. 
4.~>72. Definitions. 
4573. Primary and secondary liability. 
4574. Reasonable time; computation. 
457.5. Time: computation: Inst day on holiday. 
4570. Cases not provided for. 

Subchapter I—Negotiable Instruments in General 

Article A—Form and Interpretation 

§ 4301. Form of negotiable instrument 
An instrument to be negotiable must conform to the following re

quirements : 
(1) it must be in writing and signed by the maker or drawer; 
(2) must contain an unconditional promise or order to pay a 

sum certain in money; 
(3) must be payable on demand, or at a fixed or determinable 

future time ; 
(4) must be payable to order or to bearer; and 
(5) where the instrument is addressed to a drawee, he must be 

named or otherwise indicated therein with reasonable certainty. 
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§ 4302. Certainty of sum payable; definition 
The sum payable is a sum certain within the meaning of this 

chapter, although it is to be paid: 
(1) with interest; or 
(2) by stated installments; or 

^^ (3) by stated installments, with a provision that upon default 
in payment of any installment or of mterest, the whole shall be
come due; or 

(4) with exchange, whether at a fixed rate or at the current 
rate; or 

(5) with costs of collection or an attorney's fee, in case pay
ment shall not be made at maturity. 

§ 4303. Unconditional order or promise to pay 
An unqualified order or promise to pay is unconditional within the 

meaning of this chapter, though coupled with: 
(1) an indication of a particular fund out of which reimburse

ment is to be made, or a particular account to be debited with the 
amount; or 

(2) a statement of the transaction which gives rise to the 
instrument. 

But an order or promise to pay out of a particular fund is not 
unconditional. 

§ 4304. Determinable future time defined 
An instrument is payable at a determinable, future time, within the 

meaning of this chapter, which is expressed to be payable: 
(1) at a fixed period after date or sight; or 
(2) on or before a fixed or determinable future time specified 

therein; or 
(3) on or at a fixed period after the occurrence of a specified 

event, which is certain to happen, though the time of happening 
be uncertain. 

An instrument payable upon a contingency is not negotiable, and 
the happening of the event does not cure the defect. 

§ 4305. Nonnegotiable instrument; provisions not affecting 
negotiability 

An instrument which contains an order or promise to do any act 
in addition to the payment of money is not negotiable. But the 
negotiable character of an instrument otherwise negotiable is not 
affected by a provision which: 

(1) authorizes the sale of collateral securities in case the in
strument be not paid at maturity; or 

(2) authorizes a confession of judgment, if the instrument be 
not paid at maturity; or 

(3) waives the benefit of any law intended for the advantage 
or protection of the obligor; or 

(4) gives the holder an election to require something to be 
done in lieu of payment of money. 

But this section does not validate any provision or stipulation 
otherwise illegal. 

§ 4306. Omissions; seal; particular money; statement of nature 
of consideration 

The validity and negotiable character of an instrument are not 
affected by the fact tha t : 

(1) it is not dated; or 
(2) does not specify the value given, or that any value has 

been given therefor; or 
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(3) does not specify the place where it is drawn or the place 
where it is payable; or 

(4) bears a seal; or 
(5) designates a particular kind of current money in which 

payment is to be made. 
But this section does not alter or repeal any statute requiring in 

certain cases the nature of the consideration to be stated in the 
instrument. 

§ 4307. Payable on demand 
An instrument is payable on demand: 

(1) where it is expressed to be payable on demand, or at sight, 
or on presentation; or 

(2) in which no time for payment is expressed. 
Where an instrument is issued, accepted, or indorsed when overdue, 

it is, as regards the person so issuing, accepting, or indorsing it, 
payable on demand. 

§ 4308. Payable to order 
The instrument is payable to order where it is drawn payable to 

the order of a specified person or to him or his order. I t may be 
drawn payable to the order of: 

(1) a payee who is not maker, drawer, or drawee; or 
(2) the drawer or maker; or 
(3) the drawee; or 
(4) two or more payees jointly; or 
(5) one or some of several payees; or 
(6) the holder of an office for the time being. 

Wliere the instrument is payable to order the payee must be named 
or otherwise indicated therein with reasonable certainty. 

§ 4309. Payable to bearer 
The instrument is payable to bearer: 

(1) when it is expressed to be so payable; or 
(2) when it is payable to a person named therein or bearer; 

or 
(3) when it is payable to the order of a fictitious or non-existing 

or living person not intended to have any interest in it and such 
fact was known to the person making it so payable or known to his 
employee or other agent who supplies the name of such payee; 
or 

(4) when the name of the payee does not purport to be the 
name of any person; or 

(5) when the only or last indorsement is an indorsement in 
blank. 

§ 4310. Sufficiency of terms of instrument 
The instrument need not follow the language of this chapter, but 

any terms are sufficient which clearly indicate an intention to con
form to the requirements thereof. 

§ 4311. Date; presumption 
Where the instrument or an acceptance or any indorsement thereon 

is dated, such date is deemed prima facie to be the true date of the mak
ing, drawing, acceptance, or indorsement as the case may be. 
§ 4312. Antedating or postdating 

The instrument is not invalid for the reason only that it is ante
dated or postdated, provided this is not done for an illegal or fraudu
lent purpose. The person to whom an instrument so dated is delivered 
acquires the title thereto as of the date of delivery. 
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§ 4313. Insertion of date; when authorized; wrong date 
Where an instrument expressed to be payable at a fixed period after 

date is issued undated, or where the acceptance of an instrument pay
able at a fixed period after sight is undated, any holder may insert 
therein the true date of issue or acceptance, and the instrument shall 
be payable accordingly. The insertion of a wrong date does not avoid 
the instrument in the hands of a subsequent holder in due course; 
but as to him, the date so inserted is to be regarded as the true date. 
§ 4314. Filling up blanks 

Where the instrument is wanting in any material particular, the 
person in possession thereof has a prima facie authority to complete 
it by filling up the blanks therein. And a signature on a blank paper 
delivered by the person making the signature in order that the paper 
may be converted into a negotiable instrument operates as a prima 
facie authority to fill it up as such for any amount. In order, how
ever, that any such instrument when completed may be enforced 
against any person who became a party thereto prior to its comple
tion, it must be filled up strictly in accordance with the authority 
given and within a reasonable time. But if any such instrument, 
after completion, is negotiated to a holder in due course, it is valid 
and effectual for all purposes in his hands, and he may enforce it as 
if it had been filled up strictly in accordance with the authority given 
and within a reasonable time. 
§ 4315. Incomplete instrument not delivered 

Where an incomplete instrument has not been delivered it will 
not, if completed and negotiated, without authority, be a valid contract 
in the hands of any holder, as against any person whose signature was 
placed thereon before delivery. 
§ 4316. Delivery; necessity; when effectual; presumptions 

Every contract on a negotiable instrument is incomplete and 
revocable until delivery of the instrument for the purpose of giving 
effect thereto. As between immediate parties, and as regards a remote 
party other than a holder in due course, the delivery, in order to be 
effectual, must be made either by or under the authority of the party 
making, drawing, accepting, or indorsing, as the case may be; and in 
such case the delivery may be shown to have been conditional, or for a 
special purpose only, and not for the purpose of transferring the prop
erty in the instrument. But where the instrument is in the hands 
of a holder in due course, a valid delivery thereof by all parties prior 
to him so as to make them liable to him is conclusively presumed. 
And where the instrument is no longer in the possession of a party 
whose signature appears thereon, a valid and intentional delivery by 
him is presumed until the contrary is proved. 
§ 4317. Construction in case of ambiguity or omissions 

Where the language of the instrument is ambiguous or there are 
omissions therein, the following rules of construction apply: 

(1) where the sum payable is expressed in words and also in 
figures and there is a discrepancy between the two, the sum de
noted by the words is the sum payable; but if the words are 
ambiguous or uncertain, reference may be had to the figures to 
fix the amount; 

(2) where the instrument provides for the payment of interest, 
without specifying the date from which interest is to run, the 
interest runs from the date of the instrument, and if the instru
ment is undated, from the issue thereof; 

(3) where the instrument is not dated, it will be considered to be 
dated as of the time it was issued; 

88558 O - 62 - 22 
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(4) where there is a conflict between the written and printed 
provisions of the instrument, the written provisions prevail; 

(5) where the instrument is so ambiguous that there is doubt 
whether it is a bill or note, the holder may treat it as either at his 
election; 

(6) where a signature is so placed upon the instrument that it 
is not clear in what capacity the person making the same intended 
to sign, he is to be deemed an indorser; 

(7) where an instrument containing the words "I promise to 
pay" is signed by two or more persons, they are deemed to be 
jointly and severally liable thereon. 

§ 4318. Liability of signatories; s ignature in t rade or assumed 
name 

A person is not liable on tlie instrument if his signature does not ap
pear thereon, except as herein otherwise expressly provided. But one 
who signs in a trade or assumed name will be liable to the same extent 
as if he had signed in his own name. 
§ 4319. Signature by agent ; authority; proof 

The signature of a party may be made by an authorized agent. 
A particular form of appointment is not necessary for this pur
pose; and the authority of the agent may be established as in other 
cases of agency. 

§ 4320. Liability of person signing as agent, etc. 
Where the instrument contains or a person adds to his signature 

words indicating that he signs for or on behalf of a principal, or in 
a representative capacity, he is not liable on the instrument if he was 
duly authorized; but the mere addition of words describing him as an 
agent, or as filling a representative character, without disclosing his 
principal, does not exempt him from personal liability. 

§ 4321. Signature by procuration 
A signature by "procuration" operates as notice that the agent has 

but a limited authority to sign, and the principal is bound only in 
case the agent in so signing acted within the actual limits of his 
authority. 

§ 4322. Indorsement or assignment by corporation or infant 
The indorsement or assignment of the instrument by a corporation 

or by an infant passes the property therein, notwithstanding that from 
want of capacity the corporation or infant may incur no liability 
thereon. 

§ 4323. Forged signature 
Wlien a signature is forged or made without the authority of the 

person whose signature it purports to be, it is wholly inoperative, and 
no right to retain the instrument, or to give a discharge therefor, or 
to enforce payment thereof against any party thereto, can be acquired 
through or under such signature, unless the party, against whom it 
is sought to enforce such right, is precluded from setting up the 
forgery or want of authority. 

Article B—Consideration 

§ 4331. Presumption of consideration 
A negotiable instrument is deemed prima facie to have been issued 

for a valuable consideration; and every person whose signature ap
pears thereon to have become a party thereto for value. 
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§ 4332. Value defined 
Value is any consideration sufficient to support a simple contract. 

An antecedent or pre-existing debt constitutes value, and is deemed 
such whether the instrument is payable on demand or at a future time. 

§ 4333. Holder for value 
Where value has at any time been given for the instrument, the 

holder is deemed a holder for value in respect to all parties who be
come such prior to that time. 
§ 4334. Lien holder as holder for value 

Where the holder has a lien on the instrument, arising either from 
contract or by implication of law, he is deemed a holder for value to 
the extent of his lien. 
§ 4335. Want of consideration; e£fect 

Absence or failure of consideration is matter of defense as against 
any person not a holder in due course; and partial failure of considera
tion is a defense pro tanto, whether the failure is an ascertained and 
liquidated amount or otherwise. 

§ 4336. Liability of accommodation party 
An accommodation party is one who has signed the instrument as 

maker, drawer, acceptor, or indorser, without receiving value therefor, 
and for the purpose of lending his name to some other person. Such 
a person is liable on the instrument to a holder for value, notwith
standing such holder at the time of taking the instrument knew hhn 
to be only an accommodation party. 

Article C—Negotiation 

§ 4341. Negotiation defined 
An instrument is negotiated when it is transferred from one person 

to anotlier in such manner as to constitute the transferee the holder 
thereof. If payable to bearer it is negotiated by delivery; if payable 
to order it is negotiated by the indorsement of the liolder completed by 
delivery. 

§ 4342. Indorsement; method 
The indorsement must be written on the instrument itself or upon 

a paper attached thereto. The signature of the indorser, without ad
ditional words, is a sufficient indorsement. 
§ 4343. Indorsement must be of entire instrument 

The indorsement must be an indorsement of the entire instrument. 
An indorsement which purports to transfer to the indorsee a part 
only of the amount payable, or which purports to transfer the instru
ment to two or more indorsees severally, does not operate as a nego
tiation of the instrument. But where the instrument has been paid in 
part, it may be indorsed as to the residue. 
§ 4344. Kinds of indorsement 

An indorsement may be either special or in blank; and it may also be 
either restrictive or qualified, or conditional. 

§ 4345. Special indorsement; indorsement in blank 
A special indorsement specifies the person to whom, or to whose 

order, the instrument is to be payable; and the indorsement of such 
indorsee is necessary to the further negotiation of the instrument. An 
indorsement in blank specifies no indorsee; and an instrument so in
dorsed is payable to bearer and may be negotiated by delivery. 
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§ 4346. Indorsement in blank; change to special indorsement 
The holder may convert a blank indorsement into a special indorse

ment by writing over the signature of the indorser in blank any con
tract consistent with the character of the indorsement. 
§ 4347. Restrictive indorsement 

An indorsement is restrictive, which either: 
(1) prohibits the further negotiation of the instrument; or 
(2) constitutes the indorsee the agent of the indorser; or 
(3) vests the title in the indorsee in trust for or to the use of 

some other person. 
But the mere absence of words implying power to negotiate does 

not make an indorsement restrictive. 
§ 4348. Restrictive indorsement; effect; rights of indorsee 

A restrictive indorsement confers upon the indorsee the right: 
(1) to receive payment of the instrument; 
(2) to bring any action thereon that the indorser could bring; 
(3) to transfer his rights as such indorsee, where the form of 

the indorsement authorizes him to do so. 
But all subsequent indorsees acquire only the title of the first 

indorsee under the restrictive indorsement. 
§ 4349. Qualified indorsement 

A qualified indorsement constitutes tlie indorser a mere assignor of 
the title to the instrument. I t may be made by adding to the 
indorser's signature the words "without recourse" or any words of 
similar import. Such an indorsement does not impair the negotiable 
character of the instrument. 
§ 4350. Conditional indorsement 

Where an indorsement is conditional, a party required to pay the 
instrument may disregard the condition, and make payment to the 
indorsee or his transferee, whether the condition has been fulfilled or 
not. But any person to whom an instrument so indorsed is negotiated 
will hold the same, or the proceeds thereof, subject to the rights of 
the person indorsing conditionally. 
§ 4351. Indorsement of instrument payable to bearer 

Where an instrument, payable to bearer, is indorsed specially it may 
nevertheless be further negotiated by delivery; but the person in
dorsing specially is liable â  indorser to only such holders as make 
title through his indorsement. 
§ 4352. Indorsement of instrument payable to two or more 

persons 
Where an instrument is payable to the order of two or more payees 

or indorsees who are not partners, all must indorse, unless the one 
indorsing has authority to indorse for the others. 
§ 4353. Instrument drawn or indorsed to "cashier" 

Where an instrument is drawn or indorsed to a person as "cashier" 
or other fiscal officer of a bank or corporation, it is deemed prima facie 
to be payable to the bank or corporation of which he is such officer, 
and may be negotiated by either tne indorsement of the bank or corpo
ration or the indorsement of the officer. 
§ 4354. Indorsement where name wrongly designated or mis

spelled 
Where the name of a payee or indorsee is wrongly designated or 

misspelled, he may indorse the instrument as therein described, adding, 
if he thinl^ fit, hiJ proper signature. *̂ ' 
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§ 4355. Indorsement in representative capacity 
Where any person is under obligation to indorse in a representative 

capacity, he may indorse in such terms as to negative personal liability. 
§ 4356. Time of indorsement; presumption 

Except where an indorsement bears date after the maturity of the 
instrument, every negotiation is deemed prima facie to have been 
effected before the instrument was overdue. 
§ 4357. Place of indorsement; presumption 

Except where the contrary appears, every indorsement is presumed 
prima facie to have been made at the place where the instrument is 
dated. 
§ 4358. Continuation of negotiable character 

An instrument negotiable in its origin continues to be negotiable 
until it has been restrictively indorsed or discharged by payment or 
otherwise. 

§ 4359. Striking out indorsement 
The holder may at any time strike out any indorsement which is 

not necessary to his title. The indorser whose indorsement is struck 
out, and all indorsers subsequent to him, are thereby relieved from 
liability on the instrument. 

§ 4360. Transfer without indorsement 
Where the holder of an instrument payable to his order transfers 

it for value without indorsing it, the transfer vests in the transferee 
such title as the transferor had therein, and the transferee acquires, in 
addition, the right to have the indorsement of the transferor. But for 
the purpose of determining whether the transferee is a holder in due 
course, the negotiation takes effect as of the time when the indorse
ment is actually made. 

§ 4361. Renegotiation by prior party 
Where an instrument is negotiated back to a prior party that 

party may, subject to the provisions of this chapter, reissue and 
further negotiate the same. But he is not entitled to enforce payment 
thereof against any intervening party to whom he was personally 
liable. 

Article D—Rights of Holder 

§ 4371. Right of holder to sue; payment 
The holder of a negotiable instrument may sue thereon in his own 

name and payment to him in due course discharges the instrument. 
§ 4372. Holder in due course defined 

A holder in due course is a holder who has taken the instrument 
under the following conditions: 

(1) that it IS complete and regular upon its face; 
(2) that he became tlie liolder of it before it was overdue, and 

without notice that it had been previously dishonored, if such was 
the fact; 

(3) that he took it in good faith and for value; 
(4) that at the time it was negotiated to him he had no notice 

of any infirmity in the instrument or defect in the title of the 
person negotiatmg it. 

§ 4373. Holder not in due course 
Where an instrument payable on demand is negotiated an unreason

able length of time after its issue, the holder is not deemed a holder 
in due course. 
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§ 4374. Notice before full amount paid 
Where the transferee receives notice of any infirmity in the instru

ment or defect in the title of the person negotiating the same before 
he has paid the full amount agreed to be paid therefor, he will be 
deemed a holder in due course only to the extent of the amount there
tofore paid by him. 

§ 4375. Defective title 
The title of a person who negotiates an instrument is defective with

in the meaning of this chapter when he obtained the instrument, or 
any signature thereto, by fraud, duress, or force and fear, o r other 
unlawful means, or for an illegal consideration, or when he negotiates 
it in breach of faith, or under such circumstances as amount to a fraud. 

§ 4376. Notice of infirmity or defect 
To constitute notice of an infirmity in the instrument or defect in 

the title of the person negotiating the same, the person to whom it 
is negotiated must have had actual knowledge of the infirmity or defect, 
or knowledge of such facts that his action in taking the instrument 
amounted to bad faith. 
§ 4377. Rights of holder in due course 

A holder in due course holds the instrument free from any defect of 
title of prior parties, and free from defenses available to prior parties 
among themselves, and may enforce payment of the instrument for 
the full amount thereof against all parties liable thereon. 

§ 4378. Original defenses; availability 
In the hands of any holder other than a holder in due course, a ne

gotiable instrument is subject to the same defenses as if it were non-
negotiable. But a holder who derives his title through a holder in 
due course, and who is not himself a party to any fraud or illegality 
affecting the instrument, has all the rights of such former holder in 
respect of all parties prior to the latter. 

§ 4379. Holder in due course; presumption; burden of proof 
Every holder is deemed prima facie to be a holder in due course; 

but when it is shown that the title of a person who has negotiated 
the instrument was defective, the burden is on the holder to prove 
that he or some person under whom he claims acquired the title as 
holder in due course. But the last-mentioned rule does not apply in 
favor of a party who became bound on the instrument prior to the 
acquisition of the defective title. 

Article E—Liabilities of Parties 

§ 4381. Liability of maker 
The maker of a negotiable instrument by making it engages that 

he will pay it according to its tenor, and admits the existence of the 
payee and his then capacity to indorse. 
§ 4382. Liability of drawer 

The drawer by drawing the instrument admits the existence of the 
payee and his then capacity to indorse; and engages that on due pre
sentment the instrument will be accepted or paid, or both, according 
to its tenor, and that if it be dishonored, and the necessary proceed
ings on dishonor be duly taken, he will pay the amount thereof to the 
holder, or to any subsequent indorser who may be compelled to pay it. 
But the drawer may insert in the instrument an express stipulation 
negativing or limiting his own liability to the holder. 

§ 4383. Liability of acceptor 
The acceptor by accepting the instrument engages that he will pay it 

according to the tenor of his acceptance; and admits: 
(1) the existence of the drawer, the genuineness of his signa

ture, and his capacity and authority to draw the instnunent; and 
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(2) the existence of the payee and his then capacity to indorse. 

§ 4384. When person deemed indorser 
A person placing his signature upon an instrument otherwise than 

as maker, drawer, or acceptor, is deemed to be an indorser, unless he 
clearly indicates by appropriate words his intention to be bound in 
some other capacity. 
§ 4385. Liability of irregular indorser 

Where a person, not otherwise a party to an instrument, places 
thereon his signature in blank before delivery, he is liable as indorser, 
in accordance with the following rules: 

(1) If the instrument is payable to the order of a third person, he 
is liable to the payee and to all subsequent parties. 

(2) If the instrument is payable to the order of tlie maker or 
drawer, or is payable to bearer, he is liable to all parties subsequent 
to the maker or drawer. 

(3) If he signs for the accommodation of the payee, he is liable 
to all parties subsequent to the payee. 

§ 4386. Warranty on negotiation by delivery or by qualified 
indorsement 

A person negotiating an instrument by delivery or by a quali
fied indorsement, warrants: 

(1) that the instrument is genuine and in all respects what it 
purports to be; 

(2) that he has a good title to it; 
(3) that all prior parties had capacity to contract; 
(4) that he has no knowledge of any fact which would impair 

the validity of the instrument or render it valueless. 
But when the negotiation is by delivery only, the warranty does not 

extend in favor of a holder other than the immediate transferee. 
Paragraph (3) of this section does not apply to persons negotiating 

public or corporation securities, other than bills and notes. 
§ 4387. Liability of general indorser 

An indorser who indorses without qualification, warrants to all 
subsequent holders in due course: 

(1) the matters and things specified by paragraphs (1), (2), 
and (3) of section 4386 of this title; and 

(2) that the instrument is at the time of his indorsement valid 
and subsisting. 

And, in addition, he engages that on due presentment it shall be 
accepted or paid, or both, as the case may be, according to its tenor, 
and that if it be dishonored, and the necessary proceedings on dis
honor be duly taken, he will pay the amount thereof to the holder, 
or to any subsequent indorser who may be compelled to pay it. 

§ 4388. Liability of indorser when paper negotiable by delivery 
Where a person places his indorsement on an instrument negotiable 

by delivery he incurs all the liabilities of an indorser. 
§ 4389. Order of indorsers* liability 

As respects one another indorsers are liable prima facie in the order 
in which they indorse; but evidence is admissible to sliow that as 
between or among themselves they have agreed otherwise. Joint 
payees or joint indorsees who indorse are deemed to indorse jointly 
and severally. 

§ 4390. Liability of agent or broker 
Where a broker or other agent negotiates an instrument without 

indorsement he incurs all the liabilities prescribed by section 4386 of 
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this title, unless lie discloses the name of his principal and the fact 
that he is acting only as agent. 

Article F—Presentment for Payment 
§ 4401. Failure to present for payment; effect 

Presentment for payment is not necessary in order to charge the 
person primarily liable on the instrument; but if the instrument is, by 
its terms, payable at a special place, and he is able and willing to pay 
it there at maturity, such ability and willingness are equivalent to a 
tender of payment upon his part. But except as herein otherwise pro
vided, presentment for payment is necessary in order to charge the 
drawer and indorsers. 
§ 4402. Instruments payable on demand and not payable on 

demand 
Wliere the instrument is not payable on demand, presentment must 

be made on the day it falls due. Where it is payable on demand, 
presentment must be made within a reasonable time after its issue, 
except that in the case of a bill of exchange, presentment for payment 
will be sufficient if made within a reasonable time after the last ne
gotiation thereof. 
§ 4403. Sufficiency of presentment 

Presentment for payment, to be sufficient, must be made: 
(1) by the holder, or by some person authorized to receive pay

ment on his behalf; 
(2) at a reasonable hour on a business day; 
(3) at a proper place as herein defined; 
(4) to the person primarily liable on the instrument, or if he is 

absent or inaccessible, to any person found at the place where the 
presentment is made. 

§ 4404. Place of presentment 
Presentment for payment is made at the proper place: 

(1) where a place of payment is specified in the instrument 
and it is there presented; 

(2) where no place of payment is specified, but the address of 
the person to make payment is given in the instrument and it is 
there presented; 

(3) where no place of payment is specified and no address is 
given and the instrument is presented at the usual place of busi
ness or residence of the person to make payment; 

(4) in any other case if presented to the person to make pay
ment wherever he can be found, or if presented at his last known 
place of business or residence. 

§ 4405. Exhibition of instrument 
The instrument must be exhibited to the person from whom pav-

ment is demanded, and when it is paid must be delivered up to the 
party paying it. 
§ 4406. Instrument payable at bank 

Where the instrument is payable at a bank, presentment for pay
ment must be made during banking hours, unless the person to ma^e 
payment has no funds there to meet it at any time during the day, in 
which case presentment at any hour before the bank is closed on tiiat 
day is sufficient. 
§ 4407. Principal debtor dead 

Where a person primarily liable on the instrument is dead, and no 
place of payment is specified, presentment for payment must be made 
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to his personal representative, if such there be, and if, with the ex
ercise of reasonable diligence, he can be found. 

§ 4408. Persons liable as partners 
Where the persons primarily liable on the instrument are liable as, 

partners, and no place of payment is specified, presentment for pay
ment may be made to any one of them, even though there has been 
a dissolution of the firm. 

§ 4409. Joint debtors 
Where there are several persons, not partners, primarily liable on 

the instrument, and no place of payment is specified, presentment must 
be made to them all. 
§ 4410. When not required to charge drawer 

Presentment for payment is not required in oi-der to charge the 
drawer where he has no right to expect or require that the drawee or 
acceptor will pay the instrument. 
§ 4411. When not required to charge indorser 

Presentment for payment is not required in order to charge an 
indorser where the instrument was made or accepted for his accom
modation and he has no reason to expect that the instrument will be 
paid if presented. 

§ 4412. Excuse for delay 
Delay in making presentment for payment is excused when the de

lay is caused by circumstances beyond the control of the holder, and 
not imputable to his default, misconduct, or negligence. When the 
cause of delay ceases to operate, presentment must be made with rea
sonable diligence. 

§ 4413. When dispensed with 
Presentment for payment is dispensed with: 

(1) where after the exercise of reasonable diligence present
ment as required by this chapter can not be made; 

(2) where the drawee is a fictitious person; 
(3) by waiver of presentment, express or implied. 

§ 4414. Instrument dishonored by nonpayment 
The instrument is dishonored by nonpayment when: 

(1) it is duly presented for payment and payment is refused or 
cannot be obtained; or 

(2) presentment is excused and the instrument is overdue and 
unpaid. 

§ 4415. Liability of person secondarily liable 
Subject to this chapter, when the instrument is dishonored by non

payment, an immediate right of recourse to all parties secondarily 
liable thereon accrues to the holder. 
§ 4416. Time of maturity 

A negotiable instrument is payable at the time fixed therein 
without grace. When the day of maturity falls upon Sunday, or a 
holiday, the instrument is payable on the next succeeding business day. 
Instruments falling due on Saturday are to be presented for payment 
on the next succeeding business day, except that instruments payable 
on demand may, at the option of the holder, be presented for payment 
before twelve o'clock noon on Saturday when that entire day is not 
a holidav. 



-250-

§ 4417. Computation of time 
Where the instrument is payable at a fixed period after date, after 

sight, or after the happening of a specified event, the time of payment 
is determined by excluding the day from which the time is to begin 
to run, and by including the date of payment. 
§ 4418. Instrument payable at bank 

Where the instrument is made payable at a bank it is equivalent 
to an order to the bank to pay the same for the account of the prin
cipal debtor thereon. 
§ 4419. Payment in due course defined 

Payment is made in due course when it is made at or after the 
maturity of the instrument to the holder thereof in good faith and 
without notice that his title is defective. 

Article G—Notice of Dishonor 

§ 4421. Parties to whom notice of dishonor given 
Except as herein otherwise provided, when a negotiable instrument 

has been dishonored by nonacceptance or nonpayment, notice of dis
honor must be given to the drawer and to each indorser, and any 
drawer or indorser to whom such notice is not given is discharged. 

§ 4422. Parties who may give 
The notice may be given by or on behalf of the holder, or by or on 

behalf of any party to the instrument who might be compelled to pay 
it to the holder, and who upon taking it up would have a right to re
imbursement from the party to whom the notice is given. 

§ 4423. Notice by agent 
Notice of dishonor may be given by an agent either in his own name 

or in the name of any party entitled to give notice, whether that party 
be his principal or not. 

§ 4424. Effect of notice on behalf of holder 
Where notice is given by or on behalf of the holder, it inures for 

the benefit of all subsequent holders and all prior parties who have a 
right of recourse against the party to whom it is given. 

§ 4425. Effect of notice on behalf of party entitled to give notice 
Where notice is given by or on behalf of a party entitled to give 

notice, it inures for the benefit of the holder and all parties subsequent 
to the party to whom notice is given. 

§ 4426. Notice by agent; authority; procedure 
Where the instrument has been dishonored in the hands of an agent, 

he may either himself give notice to the parties liable thereon or he 
may give notice to his principal. If he gives notice to his principal, he 
must do so within the same time as if he were the holder, and the 
principal upon the receipt of such notice has himself the same time 
for giving notice as if the agent had been an independent holder. 

§ 4427. Sufficiency of notice 
A written notice need not be signed, and an insufficient written 

notice may be supplemented and validated by verbal communication. 
A misdescription of the instrument does not vitiate the notice unless 
the party to whom the notice is given is in fact misled thereby. 
§ 4428. Form of notice 

The notice may be in writing or merely oral and may be given in 
any terms which sufficiently identify the instrument, and indicate that 
it has been dishonored by nonacceptance or nonpayment. I t may in 
all cases be given by delivering it personally or through the mails. 
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§ 4429. Notice to party or agent 
Notice of dishonor may be given either to the party himself or to 

his agent in that behalf. 
§ 4430. Notice to deceased party 

When any party is dead, and his death is known to the party giving 
notice, the notice must be given to a personal representative, if there 
be one, and if with reasonable diligence he can be found. If there 
be no personal representative, notice may be sent to the last residence 
or last place of business of the deceased. 

§ 4431. Notice to partners 
Where the parties to be notified are partners, notice to any one 

partner is notice to the firm, even though there has been a dissolution. 

§ 4432. Notice to persons jointly liable 
Notice to joint parties who are not partners must be given to each 

of them, unless one of them has authority to receive such notice for 
the others. 
§ 4433. Notice to bankrupt 

Where a party has been adjudged a bankrupt or an insolvent, or has 
made an assignment for the benefit of creditors, notice may be given 
either to the party himself or to his trustee or assignee. 
§ 4434. Time within which notice must be given 

Notice may be given as soon as the instrument is dishonored; and 
unless delay is excused as hereinafter provided, must be given within 
the times fixed by this chapter. 

§ 4435. Time where parties reside in same place 
Where the person giving and the person to receive notice reside 

in the same place, notice must be given within the following times: 
(1) if given at the place of business of the person to receive 

notice, it must be given before the close of business hours on the 
day following; 

(2) if given at his residence, it must be given before the usual 
hours of rest on the day following; 

(3) if sent by mail, it must be deposited in the post office in 
time to reach him in usual course on the day following. 

§ 4436. Time where parties reside in different places 
Where the person giving and the person to receive notice reside in 

different places, the notice must be given within the following times: 
(1) if sent by mail, it must be deposited in the post office in 

time to go by mail the day following the day of dishonor, or if 
there be no mail at a convenient hour on that day, by the next mail 
thereafter; 

(2) if given otherwise than through the post office, then within 
the time that notice would have been received in due course of 
mail, if it had been deposited in the post office within the time 
specified in the last subdivision. 

§ 4437. Due notice; miscarriage in mails 
Where notice of dishonor is duly addressed and deposited in the 

post office, the sender is deemed to have given due notice, notwith
standing any miscarriage in the mails. 

§ 4438. Deposit in post office defined 
Notice is deemed to have been deposited in the post office when de

posited in any branch post office or m any letter box under the control 
of the Postal Service. 
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§ 4439. Notice to antecedent party; time 
Where a party receives notice of dishonor, he has, after the receipt 

of such notice, the same time for giving notice to antecedent parties 
that the holder has after the dishonor. 
§ 4440. Place where notice must be sent 

Where a party has added an address to his signature, notice of dis
honor must be sent to that address; but if he has not given such ad
dress, then the notice must be sent as follows: 

(1) either to the post office nearest to his place of residence, or 
to the post office where he is accustomed to receive his letters; or 

(2) if he lives in one place, and has his place of business in 
another, notice may be sent to either place; or 

(3) if he is sojourning in another place, notice may be sent to 
the place where he is sojourning. 

But where the notice is actually received by the party within 
the time specified in this chapter, it will be sufficient, though not sent 
in accordance with the requirements of this section. 
§ 4441. Waiver of notice 

Notice of dishonor may be waived, either before the time of giving 
notice has arrived, or after the omission to give due notice, and the 
waiver may be express or implied. 
§ 4442. Waiver of notice; persons affected by waiver 

Where the waiver is embodied in the instrument itself, it is binding 
upon all parties; but where it is written above the signature of an 
indorser, it binds him only. , 

§ 4443. Waiver of protest 
A waiver of protest, whether in the case of a foreign bill of exchange 

or other negotiable instrument, is deemed to be a waiver not only of 
formal protest, but also of presentment and notice of dishonor. 

§ 4444. Dispensing with notice 
Notice of dishonor is dispensed with when, after the exercise of rea

sonable diligence, it can not be given to or does not reach the parties 
sought to be charged. 

§ 4445. Delay; excuse 
Delay in giving notice of dishonor is excused when the delay is 

caused by circumstances beyond the control of the holder, and not 
imputable to his default, misconduct, or negligence. When the cause 
of delay ceases to operate, notice must be given with reasonable dili
gence. 
§ 4446. Notice to drawer; when dispensed with 

Notice of dishonor is not required to be given to the drawer in 
either of the following cases: 

(1) where the drawer and drawee are the same person; 
(2) when the drawee is a fictitious person or a person not hav

ing capacity to contract; 
(3) when the drawer is the person to whom the instrument is 

presented for payment; 
(4) where the drawer has no right to expect or require that the 

drawee or acceptor will honor the instrument; 
(5) where the drawer has countermanded payment. 

§ 4447. Notice to indorser; when dispensed with 
Notice of dishonor is not required to be given to an indorser in 

either of the following cases: 
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(1) where the drawee is a fictitious person or a person not 
having capacity to contract, and the indorser was aware of tht 
fact at the time he indorsed the instrument; 

(2) where the indorser is the person to whom the instrument is 
presented for payment; 

(3) where the instrument was made or accepted for his accom
modation. 

§ 4448. Notice of nonpayment where acceptance refused 
Where due notice of dishonor by nonacceptance has been given, 

notice of a subsequent dishonor by nonpayment is not necessary, unless 
in the meantime the instrument has oeen accepted. 

§ 4449. Omission to give notice of nonacceptance; effect 
An omission to give notice of dishonor by nonacceptance does not 

prejudice the rights of a holder in due course subsequent to the 
omission. 

§ 4450. Protest; when necessary; when unnecessary 
Where any negotiable instrument has been dishonored it may be 

protested for nonacceptance or nonpayment, as the case may be; but 
protest is not required except in the case of foreign bills of exchange. 

Article H—Discharge of Negotiable Instruments 
S 4461. Methods of discharge 

A negotiable instrument is discharged: 
(1) by payment in due course by or on behalf of the principal 

debtor; 
(2) by payment in due course by the party accommodated, 

where the mstrument is made or accepted for accommodation; 
(3) by the intentional cancellation thereof by the holder; 
(4) by any other act which will discharge a simple contract for 

the payment of money; 
(5) when the principal debtor becomes the holder of the instru

ment at or after maturity in his own right. 
§ 4462. Persons secondarily liable; discharge 

A person secondarily liable on the instrument is discharged: 
(1) by any act which discharges the instrument; 
(2) by the intentional cancellation of his signature by the 

holder; 
(3) by the d ischarge of a prior party; 
(4) by a valid tender of payment made by a prior party; 
(5) by a release of the principal debtor, unless the holder's 

right of recourse against the party secondarily liable is expressly 
reserved; 

(6) by any agreement binding upon the holder to extend the 
time of payment, or to postpone the holder's right to enforce the 
instrument, unless made with the assent of the party secondarily 
liable, or unless the riglit of recourse against such party is ex
pressly reserved. 

§ 4463. Rights of parties secondarily liable who pay instruments 
Where the instrument is paid by a party secondarily liable thereon, 

it is not discharged; but the party so paying it is remitted to his 
former rights as regards all prior parties, and he may strike out his 
own and all subsequent indorsements, and again negotiate the in
strument, except: 

(1) where it is payable to the order of a third person, and has 
been paid by the drawer; and 

(2) where it was made or accepted for accommodation, and has 
been paid by the party accommodated. 
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§ 4464. Renunciation by holder 
The holder may expressly renounce his rights against any party to 

the instrument, before, at, or after its maturity. An absolute and 
unconditional renunciation of his rights against the principal debtor 
made at or after the maturity of the instrument discharges the in
strument. But a renunciation does not affect the rights of a holder 
in due course without notice. A renunciation must be in writing, un
less the instrument is delivered up to the person primarily liable 
thereon. 

§ 4465. Unintentional cancellation; burden of proof 
A cancellation made unintentionally, or under a mistake or without 

the authority of the holder, is inoperative; but where an instrument 
or any signature thereon appears to have been canceled the burden of 
proof lies on the party who alleges that the cancellation was made 
unintentionally, or under a mistake or without authority. 

§ 4466. Material alteration; effect 
Where a negotiable instrument is materially altered without the 

assent of all parties liable thereon, it is avoided, except as against 
a party who has himself made, authorized or assented to the alteration, 
and subsequent indorsers. 

But when an instrument has been materially altered and is in the 
hands of a holder in due course, not a party to the alteration, he may 
enforce payment thereof according to its original tenor. 

§ 4467. Material alteration defined 
Any alteration which changes: 

(1) the date; 
(2) the sum payable, either for principal or interest; 
(3) the time or place of payment; 
(4) the number or the relations of the parties; 
(5) the medium or currency in which payment is to be made— 

or which adds a place of payment where no place of payment is 
specified, or any other change or addition which alters the effect of 
the instrument m any respect, is a material alteration. 

Subchapter II—Bills of Exchange 

Article A—Form and Interpretation 

§ 4471. Bill of exchange defined 
A bill of exchange is an unconditional order in writing addressed 

by one person to another, signed by the person giving it, requiring 
the person to whom it is addressed to pay on demand or at a feed or 
determinable future time a sum certain in money to order or to bearer. 

§ 4472. Bill not an assignment of funds in hands of drawee 
A bill of itself does not operate as an assignment of the funds in the 

hands of the drawee available for the payment thereof, and the 
drawee is not liable on the bill unless and until he accepts the same. 

§ 4473. Bill addressed to two or more drawees 
A bill may be addressed to two or more drawees jointly, whether 

they are partners or not; but not to two or more drawees in the alter
native or in succession. 
§ 4474. Inland and foreign bills defined 

An inland bill of exchange is a bill which is, or on its face purports 
to be, both drawn and payable within the Canal Zone. Any other 
bill is a foreign bill. Unless the contrary appears on the face of the 
bill, the holder may treat it as an inland bill. 
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§ 4475. Treatment of bill as promissory note 
Where in a bill drawer and drawee are the same person, or whei'e the 

drawee is a fictitious person, or a person not having capacity to con
tract, the holder may treat the instrument, at his option, either as a 
bill of exchange or a promissory note. 
§ 4476. Referee in case of need 

The drawer of a bill and any indoi^er may insert thereon the name 
of a person to whom the holder may resort in case of need; that is to 
say in case the bill is dishonored by nonacceptance or nonpayment. 
That person is called the referee in case of need. It is in the option 
of the holder to resort to the referee in case of need or not as he may 
see fit. 

Article B—Acceptance 

§ 4481. Acceptance; definition; method of makinĝ  
The acceptance of a bill is the signification by the drawee of his 

assent to the order of the drawer. The acceptance must be in writ
ing and signed by the drawee. It may not express that the drawee 
will perform his promise by any other means than the payment of 
money. 
§ 4482. Holder entitled to acceptance on face of bill 

The holder of a bill presenting the same for acceptance may require 
that the acceptance be written on the bill and, if his demand is 
refused, may treat the bill as dishonored. 
§ 4483. Acceptance by separate instrument 

Where an acceptance is written on a paper other than the bill itself, 
it does not bind the acceptor except in favor of a person to whom it is 
shown and who, on the faith thereof, receives the bill for value. 
§ 4484. Promise to accept; equivalent to acceptance 

An unconditional promise in writing to accept a bill before it is 
drawn is deemed an actual acceptance m favor of every person, who 
upon the faith thereof, receives the bill for value. 
§ 4485. Time allowed drawee to accept 

The drawee is allowed 24 hours after presentment in which to decide 
whether or not he will accept the bill; but the acceptance, if given, 
dates as of the day of presentation. 
§ 4486. Liability of drawee retaining or destroying bill 

Where a drawee to whom a bill is delivered for acceptance destroys 
the same, or refuses within 24 hours after the delivery, or within 
such other period as the holder may allow, to return the bill accepted 
or nonaccepted to the liolder, lie will be deemed to liave accepted tlie 
same. 
§ 4487. Acceptance of incomplete bill 

A bill may be accepted before it has been signed by the drawer, or 
while otherwise incomplete, or when it is overdue, or after it has 
been dishonored by a previous refusal to accept, or by nonpayment. 
But when a bill payable after sight is dishonored by nonacceptance 
and the drawee subsequently accepts it, the holder in the absence of 
any different agreement, is entitlea to have the bill accepted as of the 
date of the presentment. 
§ 4488. Kinds of acceptance 

An acceptance is either general or qualified. A general acceptance 
assents without qualification to the order of the drawer. A qualified 
acceptance in express terms varies the effect of the bill as drawn. 
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§ 4489. General acceptance 
An acceptance to pay at a particular place is a general acceptance, 

unless it expressly states that the bill is to be paid there only and not 
elsewhere. 
§ 4490. Qualified acceptance 

An acceptance is qualified which is: 
(1) conditional; that is to say, which makes payment by the 

acceptor dependent on the fulfillment of a condition therein 
stated; 

(2) partial; that is to say, an acceptance to pay part only of the 
amount for which the bill is drawn; 

(3) local; that is to say, an acceptance to pay only at a par
ticular place; 

(4) qualified as to time; 
(5) the acceptance of some one or more of the drawees, but not 

of all. 
§ 4491. Qualified acceptance; rights of parties 

The holder may refuse to take a qualified acceptance, and if he does 
not obtain an unqualified acceptance he m&j treat the bill as dis
honored by nonacceptance. Where a qualified acceptance is taken 
the drawer and indorsers are discharged from liability on the bill, 
unless they have expressly or impliedly authorized the holder to take 
a qualified acceptance, or subsequently assent thereto. When the 
drawer or an indorser receives notice of a qualified acceptance, he 
must, within a reasonable time, express his dissent to the holder, or 
he will be deemed to have assented thereto. 

Article C—Presentment for Acceptance 

§ 4501. Necessity of making presentment for acceptance 
Presentment for acceptance must be made: 

(1) where the bill is payable after sight, or in any other case, 
where presentment for acceptance is necessary in order to fix the 
maturity of the instrument; or 

(2) where the bill expressly stipulates that it shall be pre
sented for acceptance; or 

(3) where the bill is drawn payable elsewhere than at the resi
dence or place of business of the drawee. 

Presentment for acceptance is not necessary in any other case in 
order to render any party to the bill liable. 
§ 4502. Failure to present as releasing drawer and indorsers 

Except as herein otherwise provided, the holder of a bill which is 
required by section 4501 of this title to be presented for acceptance 
must either present it for acceptance or negotiate it within a reason
able time. If he fails to do so, the drawer and all indorsers are 
discharged. 

§ 4503. Time for making; persons to whom made 
Presentment for acceptance must be made by or on behalf of the 

holder at a reasonable nour, on a business day and before the bill 
is overdue, to the drawee or some person authorized to accept or 
refuse acceptance on his behalf; and: 

(1) where a bill is addressed to two or more drawees who are 
not partners, presentment must be made to them all, unless one has 
authority to accept or refuse acceptance for all, in which case pre
sentment may be made to him only; 

(2) where the drawee is dead, presentment may be made to his 
personal representative; 
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(3) where the drawee has been adjudged a bankrupt or an in
solvent or has made an assignment for the benefit of creditors, 
presentment may be made to him or to his trustee or assignee. 

§ 4504. Days on which presentment may be made 
A bill may be presented for acceptance on any day on which ne

gotiable instruments may be presented for payment under sections 
1403 and 4416 of this title. When Saturday is not otherwise a holiday, 
presentment for acceptance may be made before twelve o'clock noon, 
on that day. 

§ 4505. Insufficient time 
Where the holder of a bill drawn payable elsewhere than at the 

place of business or the residence of the drawee has not time with the 
exercise of reasonable diligence to present the bill for acceptance 
before presenting it for payment on the day that it falls due, the delay 
caused by presenting the bill for acceptance before presenting it for 
payment is excused and does not discharge the drawers and indorsei'S. 

§ 4506. Excuse 
Presentment for acceptance is excused and a bill may be treated 

as dishonored by nonacceptance, in either of the following cases: 
(1) where the drawee is dead, or has absconded, or is a fictitious 

person, or a person not having capacity to contract by bill; 
(2) where, after the exercise of reasonable diligence, present

ment cannot be made; 
(3) where, although presentment has been irregular, acceptance 

has been refused on some other ground. 

§ 4507. Dishonor by nonacceptance 
A bill is dishonored by nonacceptance: 

(1) when it is duly presented for acceptance and such an ac
ceptance as is prescribed by this chapter is refused or cannot be 
obtained; or 

(2) when presentment for acceptance is excused and the bill is 
not accepted. 

§ 4508. Duty of holder on nonacceptance 
If a bill is duly presented for acceptance and is not accepted 

within the prescribed time the person presenting it must treat the bill 
as dishonored by nonacceptance or he loses the right of recourse 
against the drawer and indorsers. 

§ 4509. Rights of holder on nonacceptance 
If a bill is dishonored by nonacceptance, an immediate right of 

recourse against the drawers and indorsers accrues to the holder and 
no presentment for payment is necessary. 

Article D—Protest 

§ 4511. Necessity for protest 
If a foreign bill appearing on its face for nonacceptance, and 

by nonacceptance, it must be duly protested for nonacceptance, and 
where such a bill which has not previously been dishonored by non-
acceptance is dishonored by nonpayment, it must be duly protested 
for nonpayment. If it is not so protested, the drawer and indorsers 
are discharged. "Where a bill does not appear on its face to be a 
foreign bill, protest thereof in case of dishonor is unnecessary. 

§ 4512. Method of making 
The protest must be annexed to the bill, or must contain a copy there

of, and must be under the hand and seal of the notary making it, and 
must specify: 

(1) the time and place of presentment; 
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(2) the fact that presentment Avas made and the manner there
of; 

(3) the cause or reason for protesting the bill; 
(4) the demand made and the answer given, if any, or the fact 

that the drawee or acceptor could not be found. 
§ 4513. Persons who may make protest 

Protest may be made by: 
(1) a notary public; or 
(2) any respectable resident of the place where the bill is dis

honored, in the presence of two or more credible witnesses. 
§ 4514. Time for making 

When a bill is protested, the protest must be made on the day of its 
dishonor, unless delay is excused as herein provided. When a bill 
has been duly noted, the protest may be subsequently extended as of 
the date of the noting. 
§ 4515. Place where made 

A bill must be protested at the place where it is dishonored, except 
that when a bill drawn payable at the place of business, or residence 
of some person other than the drawee, has been dishonored by nonac-
ceptance, it must be protested for nonpayment at the place where it is 
expressed to be payable, and no further presentment for payment to, or 
demand on, the drawee is necessary. 
§ 4516. Protest both for nonacceptance and nonpayment 

A bill which has been protested for nonacceptance may be subse
quently protested for nonpayment. 
§ 4517. Protest before maturity; better security 

Where the acceptor has been adjudged a bankrupt or an insolvent, 
or has made an assignment for the benefit of creditors, before the bill 
matures, the holder may cause the bill to be protested for better 
security against the drawer and indorsers. 
§ 4518. Dispensing with protest 

Protest is dispensed with by any circumstances which would dis
pense with notice of dishonor. Delay in noting or protesting is ex
cused when delay is caused by circumstances beyond the control of 
the holder and not imputable to his default, misconduct or negligence. 
When the cause of delav ceases to operate, the bill must be noted or 
protested with reasonable diligence. 
§ 4519. Lost, destroyed, or wrongly detained bill 

When a bill is lost or destroyed or is wrongly detained from the 
person entitled to hold it, protest may be made on a copy or written 
particulars thereof. 

Article E—Acceptance for Honor 

§ 4521. Circumstances authorizing acceptance for honor 
Wliere a bill of exchange has been protested for dishonor by non-

acceptance or protested for better security, and is not overdue, any 
person not being a party already liable thereon may, with the consent 
of the holder, mtervene and accept the bill supra protest for the 
honor of any party liable thereon, or for the honor or the person for 
whose account the bill is drawn. The acceptance for honor may be 
for the part only of the sum for which the oill is drawn; and where 
there has been an acceptance for honor for one party, there may be a 
further acceptance by a different person for the honor of another 
party. 
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§ 4522. Method of acceptance for honor 
An acceptance for honor supra protest must be in writing, and in

dicate that it is an acceptance for honor, and must be signed by the 
acceptor for honor. 
§ 4523. Honor of drawer; presumption 

Where an acceptance for honor does not expressly state for whose 
honor it is made, it is deemed to be an acceptance for the honor of 
the drawer. 
§ 4524. Liability of acceptor 

The acceptor for honor is liable to the holder and to all parties to 
the bill subsequent to the party for whose honor he has accepted. 

§ 4525. Agreement of acceptor 
The acceptor for honor by such acceptance engages that he will on 

due presentment pay the bill according to the terms of his acceptance; 
provided, it shall not have been paid by the drawee; and provided, 
also, that it shall have been duly presented for payment and protested 
for nonpayment and notice of dishonor given him. 

§ 4526. Maturi ty of sight bill accepted for honor 
Where a bill payable after sight is accepted for honor, its maturity 

is calculated from the date of the noting for nonacceptance and not 
from the date of the acceptance for honor. 
§ 4527. Protest after acceptance 

Where a dishonored bill has been accepted for honor supra protest 
or contains a reference in case of need, it must be protested for non
payment before it is presented for payment to the acceptor for honor 
or referee in case of need. 

§ 4528. Presentment for payment to acceptor 
Presentment for payment to the acceptor for honor must be made 

as follows: 
(1) if it is to be presented in the place where the protest for 

nonpayment was made, it must be presented not later than the 
day following its maturity; 

(2) if it is to be presented in some other place than the place 
where it was protested, then it must be forwarded within the time 
specified by section 4436 of this title. 

§ 4529. Excuse for delay in making presentment 
Section 4412 of this title applies where there is delay in making 

presentment to the acceptor for honor or referee in case of need. 
§ 4530. Dishonor by acceptor for honor 

When the bill is dishonored by the acceptor for honor it must be 
protested for nonpayment by him. 

Article F—Payment for Honor 

§ 4541. Persons who may make payment for honor 
Where a bill has been protested for nonpayment, any person may 

intervene and pay it supra protest for the honor oif any person liable 
thereon or for the honor of the person for whose account it was 
drawn. 

§ 4542. Formalities 
The payment for honor supra protest in order to operate as such 

and not as a mere voluntary payment must be attested by a notarial 
act of honor which may be appended to the protest or form an exten
sion to it. 
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§ 4543. Declaration before payment for honor 
The notarial act of honor must be founded on a declaration made 

by the payer for honor or by his agent in that behalf declaring his 
intention to pay the bill for honor and for whose honor he pays. 

§ 4544. Preference of parties offering to pay for honor 
Where two or more persons offer to pay a bill for the honor of 

different parties, the person whose payment will discharge most par
ties to the bill is to be given the preference. 

§ 4545. Discharge of subsequent parties; subrogation of payer 
Where a bill has been paid for honor, all parties subsequent to the 

garty for whose honor it is paid are discharged, but the payer for 
onor is subrogated for, and succeeds to, both the rights and duties of 

the holder as regards the party for whose honor he pays and all 
parties liable to the latter. 

§ 4546. Refusal of payment; loss of right of recourse 
Where the holder of a bill refuses to receive payment supra protest, 

he loses his right of recourse against any party who would have been 
discharged by the payment. 

§ 4547. Rights of payer for honor 
The payer for honor, on paying to the holder the amount of the bill 

and the notarial expenses incidental to its dishonor, is entitled to re
ceive both the bill itself and the protest. 

Article G—Bills in a Set 

§ 4551. Bills in sets constitute one bill 
Where a bill is drawn in a set, each part of the set being numbered 

and containing a reference to the other parts, the whole of the parts 
constitutes one bill. 
§ 4552. Negotiation of different parts; rights of holders 

Where two or more parts of a set are negotiated to different holders 
in due course, the holder whose title first accrues is, as between such 
holders, the true owner of the bill. But this section does not affect 
the rights of a person who in due course accepts or pays the part first 
presented to him. 
§ 4553. Liability of holder indorsing two or more parts to differ

ent persons 
Where the holder of a set indorses two or more parts to different 

pei*sons he is liable on every such part, and every indorser subsequent 
to him is liable on the part he has himself indorsed, as if such parts 
were separate bills. 
§ 4554. Acceptance 

The acceptance may be written on any part and it must be written 
on one part only. If the drawee accepts more than one part, and such 
accepted parts are negotiated to different holders in due course, he is 
liable on every such part as if it were a separate bill. 

§ 4555. Payment by acceptor 
When the acceptor of a bill drawn in a set pays it without requiring 

the part bearing his acceptance to be delivered up to him, and that part 
at maturity is outstanding in the hands of a holder in due course, he 
is liable to the holder thereon. 
§ 4556. Discharging one part; effect 

Except as herein otherwise provided, where any one part of a bill 
drawn in a set is discharged by payment or otherwise the whole bill 
is discharged. 
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Subchapter III—Promissory Notes and Checks 

§ 4561. Promissory note defined 
A negotiable promissory note within the meaning of this chapter 

is an unconditional promise in writing made by one person to another, 
signed by the maker, engaging to pay on demand, or at a fixed or deter
minable future time, a sum certain in money to order or to bearer, but 
the negotiability of a promissory note otherwise negotiable in form, 
secured by a mortgage or deed of trust upon real or personal property, 
shall not be affected or abridged by reason of a statement therein that 
it is so secured, nor by reason of the fact that said instrument is so 
secured, nor by any conditions contained in the mortgage or deed of 
trust securing the same. Where a note is drawn to the maker's own 
order it is not complete until indorsed by him. 

§ 4562. Check defined 
A check is a bill of exchange drawn on a bank payable on demand. 

Except as herein otherwise provided, the provisions of this chapter 
applicable to a bill of exchange payable on demand apply to a check. 

§ 4563. Time for presenting check 
A check must be presented for payment within a reasonable time 

after its issue or the drawer will be discharged from liability thereon 
to the extent of the loss caused by the delay. 
§ 4564. Certification of check; effect 

Where a check is certified by the bank on which it is drawn, the 
certification is equivalent to an acceptance. 
§ 4565. Holder procuring check to be certified; effect 

Where the holder of a check procures it to be accepted or certified, 
the drawer and all indorsers are discharged from liability thereon. 
§ 4566. Check not an assignment; liability of bank 

A check of itself does not operate as an assignment of any part of 
the funds to the credit of the drawer with the bank, and the bank is 
not liable to the holder, unless and until it accepts or certifies the 
check. 

Subchapter IV—General Provisions 

§ 4571. Short title 
This chapter may be cited as the Uniform Negotiable Instruments 

Act. 
§ 4572. Definitions 

In this chapter, unless the context otherwise requires: 
"acceptance" means an acceptance completed by delivery or noti

fication ; 
"action" includes counterclaim and setoff; 
"bank" includes any person or association of persons carrying on 

the business of banking, whether incorporated or not; 
"bearer" means the person in possession of a bill or note which is 

payable to bearer; 
"bill" means bill of exchange, and "note" means negotiable promis

sory note; 
"delivery" means transfer of possession, actual or constructive, 

from one person to another; 
"holder" means the payee or indorsee of a bill or note, who is in 

possession of it, or the bearer thereof; 
"indorsement" means an indorsement completed by delivery; 
"instrument" means negotiable instrument; 
"issue" means the first delivery of the instrument, complete in form, 

to a person who takes it as a holder; 
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"person" includes a body of persons, whether incorporated or not; 
"value" means valuable consideration; 
"written" includes printed; and "writing" includes print. ' 

§ 4573. Primary and secondary liability 
The person "primarily" liable on an instrument is the person who by 

the terms of the instrument is absolutely required to pay the same. 
All other parties are "secondarily" liable. 
§ 4574. Reasonable time; computation 

In determining what is a "reasonable time" or an "unreasonable 
time," regard is to be had to the nature of the instrument, the usage 
of trade or business (if any) with respect to such instruments, and 
the facts of the particular case. 

§ 4575. Time; computation; last day on holiday 
Where the day, or the last day, for doing any act herein required or 

permitted to be done falls on Sunday or on a holiday, the act may 
be done on the next succeeding secular or business day. 

§ 4576. Cases not provided for 
In a case not provided for in this chapter the rules of the law 

merchant shall govern. 

CHAPTER 107—RELIEF IN GENERAL 
Sec. 
4611. Species of relief. 
4612. Relief in case of forfeiture. 
§ 4611. Species of relief 

As a general rule compensation is a relief or remedy provided by 
the law of the Canal Zone for the violation of private rights, and the 
means of securing their observance; and specific and preventive relief 
may not be given in cases other than those specified by this chapter and 
chapters 109 and 111 of this title. 
§ 4612. Relief in case of forfeiture 

Whenever, by the terms of an obligation, a party thereto incurs a 
forfeiture, or a loss in the nature of a forfeiture, by reason of his 
failure to comply with its provisions, he may be relieved therefrom, 
upon making full compensation to the other party, except in case of 
a grossly negligent, willful, or fraudulent breach of duty. 

CHAPTER 109—COMPENSATORY RELIEF 

SUBCHAPTEB I DAMAGES IN OENEBAI, 

— . . Article A—General Principles 
S e c jv 
4641. Damages for detriment from unlawful act or omission. . v^' J ^ 
4642. Detriment defined. ' ' ^ "'̂  
4643. Detriment after commencement of action. 

Article B—Interest as Damages 
46.")1. Recovery of interest on damages. 
4652. Breach of obligation other than contract. ' 
4653. Interest stipulated by contract. 
4654. Waiver by accepting principal. ' ' ' 
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Article C—Exemplary Damages 
Sec. 
4661. Allowance of exemplary damages. 

BUBCHAPTEB II—MEAS17BE OF DAMAGES 

Article A—Damages for Breach of Ck)ntract 

4681. Measure of damages for breach of contract. 
4682. Certainty of damages. 
4683. Breach of contract to pay liquidated sum. 
4684. Breach of carrier's obligation to receive goods, etc. 
468.5. Breach of carrier's obligation to deliver. 
4686. Carrier's delay. 
4687. Breach of warranty of agent's authority. 
4688. Nonpayment of check. 

Article B—Damages for Wrongs 

4701. Breach of obligation other than contract. 
4702. Conversion of personal property; presumption. 
4703. Same; application to benefit of owner. 
4704. Same; damages of lienor. 
4705. Seduction. 
4706. Injuries to animals. 
4707. Liability of owner of dog for damages suffered by dog bite. 
4708. Damages for fraud in the purchase, sale or exchange of property. 

Article 0—General Provisions 

4721. Property of peculiar value. 
4722. Value of instrument in writing. 
4723. Damages prescribed as exclusive of exemplary damages and Interest. 
4724. Limitation of damages. 
4725. Damages to be reasonable. 
4726. Nominal damages. 

Subchapter I—Damages in General 

, Article A—General Principles 

§ 4641. Damages for detriment from unlawful act or omission 
A pei'son who suffers detriment from the unlawful act or omis

sion of another, may recover from the person in fault a compensation 
therefor in money, which is called damages. 

§ 4642. Detriment defined 
Detriment is a loss or harm suffered in person or property. 

§ 4643. Detriment after commencement of action 
Damages may be awarded, in a judicial proceeding, for detriment 

resulting after the commencement thereof or certain to result in the 
future. 

Article B—Interest as Damages 

§ 4651. Recovery of interest on damages 
A person who is entitled to recover damages certain, or capable 

of being made certain by calculation, and the right to recover which 
is vested in him upon a particular day, is entitled also to recover 
interest thereon from that day, except during such time as the debtor 
is prevented by law, or by the act of the creditor, from paying the 
debt. 

§ 4652. Breach of obligation other than contract 
In an action for the breach of an obligation not arising from con

tract, and in a case of oppression, fraud, or malice, interest may 
be given, in the discretion of the court or jury. 
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§ 4653. Interest stipulated by contract 
Any legal rate of interest stipulated by a contract remains charge

able after a breach thereof, as before, until the contract is superseded 
by a judgment or other new obligation. 

§ 4654. Waiver by accepting principal 
Accepting payment of the whole principal, as such, waives all 

claims to interest. 
Article C—Exemplary Damages 

§ 4661. Allowance of exemplary damages 
In an action for the breach of an obligation not arising fi-om con

tract, where the defendant has been guilty of oppression, fraud, or 
malice, express or implied, the plaintiff, in addition to the actual 
damages, may recover damages for the sake of example and by way of 
punishing the defendant. 

Subchapter II—Measure of Damages 

Article A—Damages for Breach of Contract 

§ 4681. Measure of damages for breach of contract 
For the breach of an obligation arising from contract, the measure 

of damages, except where otherwise expressly provided by this title, is 
the amount which will compensate the party aggrieved for all the det
riment proximately caused thereby, or which, in the ordinary course 
of things, would be likely to result therefrom. 

§ 4682. Certainty of damages 
Damages may not be recovered for a breach of contract which are 

not clearly ascertainable in both their nature and origin. 
§ 4683. Breach of contract to pay liquidated sum 

The detriment caused by the breach of an obligation to pay money 
only is deemed to be the amount due by the terms of the obligation, 
with interest thereon. 
§ 4684. Breach of carrier's obligation to receive goods, etc. 

The detriment caused by the breach of a carrier's obligation to 
accept freight, messages, or passengers, is deemed to be the difference 
between the amount which he had a right to charge for the carriage 
and the amount which it would be necessary to pay for the same 
service when it ought to be performed. 
§ 4685. Breach of carrier's obligation to deliver 

The detriment caused by the breach of a carrier's obligation to 
deliver freight, where he has not converted it to his own use, is deemed 
to be the value thereof at the place and on the day at which it should 
have been delivered, deducting the freightage to which he would have 
been entitled if he had completed the delivery. 

§ 4686. Carrier's delay 
The detriment caused by a carrier's delay in the delivery of freight 

is deemed to be the depreciation in the intrinsic value of the freight 
during the delay, and also the depreciation, if any, in the market 
value thereof, otherwise than by reason of a depreciation in its in
trinsic value, at the place where it ought to have been delivered, and 
between the day at which it ought to have been delivered, and the day 
of its actual delivery. 
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§ 4687. Breach of warranty of agent's authority 
The detriment caused by the breach of a warranty of an agent's 

authority is deemed to be the amount which could have been recovered 
and collected from his principal if the warranty had been complied 
with, and the reasonable expenses of legal proceedings taken, in good 
faith, to enforce the act of the agent against his principal. 
§ 4688. Nonpayment of check 

A bank is not liable to a depositor because of the nonpayment 
through mistake or error, and without malice, of a check which should 
have Been paid unless the depositor alleges and proves actual damage 
by reason of the nonpayment and in such event the liability shall 
not exceed the amount of damage so proved. 

Article B—Damages for Wrongs 

§ 4701. Breach of obligation other than contract 
For the breach of an obligation not arising from contract the 

measure of damages, except where otherwise expressly provided by 
this title, is the amount which will compensate for all the detriment 
proximately caused thereby, whether it could have been anticipated or 
not. 
§ 4702. Conversion of personal property; presumption 

The detriment caused by the wrongful conversion of personal prop
erty is presumed to be: 

(1) the value of the property at the time of the conversion, 
with the interest from that time, or an amount sufficient to in
demnify the party injured for the loss which is the natural, rea
sonable and proximate result of the wrongful act complained of 
and which a proper degree of prudence on his part would not 
have averted; and 

(2) a fair compensation for the time and money properly ex
pended in pursuit of the property. 

§ 4703. Same; application to benefit of owner 
The presumption declared by section 4702 of this title can not be 

repelled, in favor of one whose possession was wrongful from the be
ginning, by his subsequent application of the property to the benefit 
of the owner, without his consent. 
§ 4704. Same; damages of lienor 

One having a mere lien on personal property can not recover greater 
damages for its conversion, from one having a right thereto superior 
to his, after his lien is discharged, than the amount secured by the lien, 
and the compensation allowed by section 4702 of this title for loss of 
time and expenses. 
§ 4705. Seduction 

The damages for seduction rest in the sound discretion of the court 
or jury. 
§ 4706. Injuries to animals 

For wrongful injuries to animals which are subjects of property, 
committed willfully or by gross negligence, in disregard of humanity, 
exemplary damages may be given. 
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§ 4707. Liability of owner of dog for damages suffered by dog 
bite 

The owner of a dog is liable for the damages suffered by a person 
who is bitten by the dog while in a public place or lawfully in a 
private place, including the property of the owner of the dog, re
gardless of the former viciousness of the dog or the owner's knowl
edge of its viciousness. A person is lawfully upon the private i)rop-
erty of the owner within the meaning of this section when he is on 
the property in the performance of a duty imposed upon him by the 
laws or postal regulations of the Canal Zone or the United States, or 
when he is on the property upon the invitation, express or implied, 
of the owner. 

§ 4708. Damages for fraud in the purchase, sale or exchange of 
property 

A person defrauded in the purchase, sale or exchange of property 
is entitled to recover the difference between the actual value of that 
with which the defrauded person parted anS the actual value of that 
which he received, together with any additional damage arising from 
the particular transaction. 

This section does not deny to a person having a cause of action for 
fraud or deceit any legal or equitable remedies to which he may be 
entitled. 

Article C—General Provisions .? * -

§ 4721. Property of peculiar value 
Wliere certain property has a peculiar value to a person recovering 

damages for deprivation thereof, or injury thereto, that may be 
deemed to be its value against one who had notice thereof before 
incurring a liability to damages in respect thereof, or against a willful 
wrongdoer. 

§ 4722. Value of instrument in writing 
For the purpose of estimating damages, the value of an instrument 

in writing is presumed to be equal to that of the property to which it 
entitles its owner. 

§ 4723. Damages prescribed as exclusive of exemplary damages 
and interest 

The damages prescribed by this subchapter are exclusive of ex
emplary damages and interest, except where those are expressly 
mentioned. s 
§ 4724. Limitation of damages 

Notwithstanding the provisions of this subchapter, a person may 
not recover a greater amount in damages for the breach of an obliga
tion than he could have gained by the full performance thereof on 
both sides, except in the cases specified in section 4661 of this title 
on exemplary damages and in sections 4705 and 4706 of this title. 

§ 4725. Damages to be reasonable 
Damages must, in all cases, be reasonable, and where an obligation 

of any kind appears to create a right to unconscionable and grossly 
oppressive damages, contrary to substantial justice, no moi*e than rea
sonable damages can be recovered. 
§ 4726. Nominal damages 

Wlien a breach of duty has not caused appreciable detriment to the 
partly affected, he may yet recover nominal damages. 
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CHAPTER 111—SPECIFIC AND PREVENTIVE RELIEF 

SUBCHAPTER I—GENERAL PBINCIFLES 
Sec. 

4761. Allowance of specific or preventive relief. 
4762. Method of giving specific relief. 
4763. Method of giving preventive relief. 
4764. Enforcement of penal law, penalty or forfeiture. 

SUBCHAPTER U—SPECIFIC BELXET 

Article A—Possession of Personal Property 

4781. Specific delivery. 

Article B—Specific Performance of Obligations 

4791. Specific performance. 
4792. Mutuality of remedy. 
4793. Contract signed by only one party. 
4794. Contract imposing penalty or liquidated damages. 
4795. Obligations not specifically enforceable. 
4796. Parties who can not be compelled to perform. 
4797. Parties not entitled to Q>ecific performance. 

Article C—Revision of Contracts 

4811. When contract may be revised. 
4812. Presumption as to intent of parties. 
4813. Principles of revision. 
4814. Enforcement of revised contract 

Article D—Rescission of Contracts 

4821. Grounds for rescission. 
4822. Rescission for mistake. 
4823. Court may require party rescinding to do equity. 

Article E—Cancellation of Instruments 

4831. Grounds for cancellation. 
4832. Instrument obviously void. 
4833. Cancellation in pa r t 
4834. Lost or destroyed private documents; establishment; issuance of dupli

cate; security. 

SUBCHAPTER I I I PREVENTIVE RELIEF 

4851. Method of granting preventive relief. 

Subchapter I—General Principles 

§ 4761. Allowance of specific or preventive relief 
Specific or preventive relief may be given as provided by the laws 

applicable in the Canal Zone. 
§ 4762. Method of giving specific relief 

Specific relief is given by: 
(1) taking possession of a thing and delivering it to a claimant; 
(2) compelling a party himself to do that which ought to be 

done; or 
(3) declaring and determining the rights of parties, otherwise 

than by an award of damages. 
§ 4763. Method of giving preventive relief 

Preventive relief is given by prohibiting a party from doing that 
which ought not to be done. 
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§ 4764. Enforcement of penal law, penalty or forfeiture 
Neither specific nor preventive relief can be granted to enforce a 

penal law, except in a case of nuisance and except as specifically 
authorized by law, nor to enforce a penalty or forfeiture in any case. 

Subchapter II—Specific Relief 

Article A—Possession of Personal Property 

§ 4781. Specific delivery 
A person having the possession or control of a particular ailicle 

of personal property, of which he is not the owner, may be compelled 
specifically to deliver it to the person entitled to its immediate pos
session. 

Article B—Specific Performance of Oblig^ations 

§ 4791. Specific performance 
Except as otherwise provided in sections 4792-4797 of this title, the 

specific performance of an obligation may be compelled. 

§ 4792. Mutuality of remedy 
Neither party to an obligation may be compelled specifically to per

form it, unless the other party thereto has performed, or is compel
lable specifically to perform, everything to which the former is 
entitled under the same obligation, either completely or nearly so, 
together with full compensation for any want of entire perform
ance. 

§ 4793. Contract signed by only one party 
A party who has signed a written contract may be compelled specifi

cally to perform it, though the other party has not signed it, if the 
latter has performed, or offers to perform it on his part, and the case 
is otherwise proper for enforcing specific performance. 

§ 4794. Contract imposing penalty or liquidated damages 
A contract otherwise proper to be specifically enforced, may be thus 

enforced, though a penalty is imposed, or the damages are liquidated 
for its breach, and the party in default is willing to pay the same. 
§ 4795. Obligations not specifically enforceable 

The following obligations can not be specifically enforced: 
(1) an obligation to render personal service; 
(2) an obligation to employ another in personal service; 
(3) an agreement to submit a controversy to arbitration; 
(4) an agreement to perform an act which the party has not 

power lawfully to perform when required to do so; 
(5) an agreement to procure the act or consent of the wife of 

the contracting party, or of any other third person; or 
(6) an agreement, the terms of which are not sufficiently cer

tain to make the precise act which is to be done clearly ascer
tainable. 

§ 4796. Par t ies who can not be compelled to perform 
Specific performance can not be enforced against a party to a 

contract: 
(1) if he has not received an adequate consideration for the con

tract; 
(2) if it is not, as to him, just and reasonable; 
(3) if his assent was obtained by the misrepresentation, conceal

ment, circumvention, or unfair practices oi any party to whom 
performance would become due under the contract, or by any 
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promise of that party which has not been substantially fulfilled; 
or 

(4) if his assent was given under the influence of mistake, 
misapprehension, or surprise, except that where the contract pro
vides for compensation in case of mistake, a mistake within the 
scope of the provision may be compensated for, and the contract 
specifically enforced in other respects, if proper to be so enforced. 

§ 4797. Parties not entitled to specific performance 
Specific performance can not be enforced in favor of a party who 

has not fully and fairly performed all the conditions precedent on 
his part to the obligation of the other party, except where his failure 
to perform is only partial, and either entirely immaterial, or capable 
of being fully compensated, in which case specific performance may be 
compelled, upon full compensation being made for the default. 

Article C—Revision of Contracts 

§ 4811. When contract may be revised 
When, through fraud or a mutual mistake of the parties, or a mis

take of one party, which the other at the time knew or suspected, a 
written contract does not truly express the intention of the parties, 
it may be revised on the application of a party aggrieved, so as to 
express that intention, as far as it can be done without prejudice to 
rights acquired by third persons, in good faith and for value. 

§ 4812. Presumption as to intent of parties 
For the purpose of revising a contract, it must be presumed that aU 

the parties thereto intended to make an equitable and conscientious 
agreement. 

§ 4813. Principles of revision 
In revising a written instrument, the court may inquire what the 

instrument was intended to mean, and what were intended to be its 
legal consequences, and is not confined to the inquiry what the lan
guage of the instrument was intended to be. 
§ 4814. Enforcement of revised contract 

A contract may be first revised and then specifically enforced. 

Article D—^Rescission of Contracts 

§ 4821. Grounds for rescission 
The rescission of a written contract may be adjudged, on the applica

tion of a party aggrieved: 
(1) in any of the cases mentioned in section 1292 of this ti t le; 
(2) where the contract is unlawful, for causes not apparent 

upon its face, and the parties were not equally in fault; or 
(3) when the public interest will be prejudiced by permitting it 

to stand. 
§ 4822. Rescission for mistake 

Kescission cannot be adjudged for mere mistake, unless the party 
against whom it is adjudged can be restored to substantially the same 
position as if the contract had not been made. 

§ 4823. Court may require party rescinding to do equity 
On adjudging the rescission of a contract, the court may require 

the party to whom the relief is granted to make any compensation to 
the other which justice may require. 
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Article E—Cancellation of Instruments 

§ 4831. Grounds for cancellation 
A written instrument, in respect to which there is a reasonable 

apprehension that if left outstanding it may cause serious injury to a 
person against whom it is void or voidable, may, upon his application, 
be so adjudged, and ordered to be delivered up or cancelled. 

§ 4832. Instrument obviously void 
An instrument, the invalidity of which is apparent upon its face or 

upon the face of another instrument which is necessary to the use of 
the former in evidence, is not to be deemed capable of causing injury, 
within the provisions of section 4831 of this title. 

§ 4833. Cancellation in part 
Where an instriunent is evidence of different rights or obligations, 

it may be cancelled in part, and allowed to stand for the residue. 

§ 4834. Lost or destroyed private documents; establishment; 
issuance of duplicate; security 

An action may be maintained by a person interested in a private 
document or instrument in writing, which has been lost or destroyed, 
to prove or establish the document or instrument or to compel the 
issuance, execution, and acknowledgment of a duplicate thereof. 

If the document or instrument is a negotiable instrument, the court 
shall compel the owner thereof to give adequate security or an in
demnity bond to the person reissuing, reexecuting, or reacknowledging 
it, with sureties approved by the court, against loss, damage, expense, 
or other liability which may be suffered by him by reason of the 
issuance of the duplicate'instrument or by the original instriunent still 
remaining outstanding. 

Subchapter III—Preventive Relief 

§ 4851. Method of granting preventive relief 
Preventive relief is granted by injunction, preliminary or final. 

CHAPTER 113—TORTS ARISING FROM SINGLE 
PUBLICATION 

Sec. 
4891. One cause of action for single publication; damages. 
4892. Judgment as bar to other actions. 
4893. Uniformity of interpretat ion. • • -̂ s •* 
4894. Short t i t le. 
4895. Existing causes of action. 
§ 4891. One cause of action for single publication; damages 

A person may not have more than one cause of action for damages 
for libel or slander or invasion of privacy or any other tort founded 
upon any single publication or exhibition or utterance, such as any 
one edition of a newspaper or book or magazine or any one presenta
tion to an audience or any one broadcast over radio or television or 
any one exhibition of a motion picture. Recovery in any action shall 
include all damages for any such tort suffered by the plaintiff in all 
jurisdictions. 

§ 4892. Judgment as bar to other actions 
A judgment in any jurisdiction for or against the plaintiff upon the 

substantive merits of any action for damages founded upon a single 
publication or exhibition or utterance as described in section 4891 of 
this title shall bar any other action for damages by the same plaintiff 
against the same defendant founded upon the same publication or 
exhibition or utterance. 
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§ 4893. Uniformity of interpretation 
This chapter shall be so interpreted as to effectuate its purpose to 

make uniform the law of those states or jurisdictions which enact it. 

§ 4894. Short title 

This chapter may be cited as the Uniform Single Publication Act. 

§ 4895. Existing causes of action 
This chapter is not retroactive as to causes of action existing on 

January 2,1963. 

CHAPTER 115—SPECIAL RELATIONS OF DEBTOR AND 
CREDITOR 

SUBOnAFTEB I GENERAL PRINCIPLES 
See. 
4931. Debtor defined. 
4032. Creditor defined. 
41)33. Validity of debtor's contracts. 
45)34. Payments in preference. 
4935. Relative rights of different creditors; marshaling assets. 

SUBCHAPTER II FRAUDULENT INSTRUMENTS AND TRANSFERS 

4951. Transfers, etc., with intent to defraud creditors. 
4952. Transfers and liens without delivery presumed fraudulent. 
4953. Avoidance only where enforcement of creditor's right obstructed. 

SUBCHAPTER III—ASSIGNMENTS FOR BENEFIT OF CKEDITORS 

4971. When debtor may execute assignment. 
4972. Form of assignment. 
4973. Custody of property; creditors' meeting; election of assignee. 
4974. Marshal's fees. 
4975. I'uwers and duties of elected assignee. 
4970. Insolvency defined. 
4977. Transfers not affected. 
4978. Debts which may be provided for. 
4979. Void assignments. 
4980. Assignment to be in writing; acknowledgment; recording. 
4981. Compliance with formalities necessary to validity. 
4982. Title of assignee; rights of third parties. 
4983. Inventory. 
4984. Assignor's affidavit; assignee's inventory; examination of assignor; pro

duction of papers. 
4985. Recording assignment and filing inventory. 
4980. Invalidity for failure to record assignment and file inventory. 
4987. Marshal's bond ; assignee's bond ; removal of assignee. 
4988. Assignee's authority; notice to creditors; dividends; delayed claims; se

cured creditors. 
4989. Accounting of assignee. 
4990. Exempt property. 
4991. Commissions of assignees. 
4992. Assignees protected for acts done in good faith. 
4993. Modification of assignment. 

Subchapter I—General Principles 

§ 4931. Debtor defined 
A debtor, within the meaning of this chapter, is one who, by reason 

of an existing obligation, is or may become liable to pay money to an
other, whether the liability is certain or contingent. 

§ 4932. Creditor defined 
A creditor, with the meaning of this chapter, is one in whose 

favor an obligation exists, by reason of which he is, or may become, 
entitled to the payment of money. 
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§ 4933. Validity of debtor's contracts 
In the absence of fraud, every contract of a debtor is valid against 

all his creditors, existing or subsequent, who have not acquired a lien 
on the property affected by the contract. 

§ 4934. Payments in preference 
A debtor may pay one creditor in preference to another, or may 

give to one creditor security for the payment of his demand in prefer
ence to another. 

§ 4935. Relative r ights of different credi tors; marshaling assets 
Where a creditor is entitled to resort to each of several funds for the 

satisfaction of his claim, and another person has an interest in, or is 
entitled as a creditor to resort to some, but not all of them, the latter 
may require the former to seek satisfaction from those funds to which 
the latter has no such claim, so far as it can be done without impair
ing the right of the former to complete satisfaction, and without doing 
injustice to third pei-sons. 

Subchapter II—Fraudulent Instruments and Transfers 

§ 4951. Transfers, etc., with intent to defraud creditors 
Every transfer of property or charge thereon made, every obliga

tion incurred, and every judicial proceeding taken, with intent to de
lay or defraud any creditor or other person of his demands, is void 
against all creditors of the debtor, and their successors in interest, 
and against any person upon whom the estate of the debtor devolves 
in trust for the benetit of others than the debtor. 

§ 4952. Transfers and liens without delivery presumed fraud
ulent 

(a) Except as provided in subsection (b) of this section, every 
transfer of personal property and every lien on personal property, 
made by a person having at the time the possession or control of the 
j)roperty, and not accompanied by an immediate delivery followed by 
an actual and continued change of possession of the things transferred, 
is conclusively presumed fraudulent and void as against: 

(1) persons who are creditors of the transferor while he remains 
in possession, and the successors in interest of such creditors; 

(2) persons on whom the transferor's estate devolves in trust 
for the benefit of others than the transferor; and 

(3) purchasers or encumbrancers in good faith subsequent to 
the transfer. 

(b) This section does not apply to: 
(1) things in action; 
(2) ships or cargoes at sea or in a foreign port; 
(3) mortgages allowed by law, or contracts of bottomry or 

respondentia; 
(4) a sale, transfer, assignment, or mortgage made under the 

direction or order of a court of competent jurisdiction, or by an 
executor, administrator, guardian, receiver, or other officer or 
person acting in the regular and proper discharge of official duty 
or in the discharge of any trust imposed upon him by law; 

(5) a transfer or assignment, statutory or otherwise, made for 
the benefit of creditors generally; or 

(6) a sale, transfer, assignment, or mortgage of any property 
exempt from execution. 
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§ 4953. Avoidance only where enforcement of creditor's right 
obstructed 

A creditor can avoid the act or obligation of his debtor for fraud 
only where the fraud obstructs the enforcement, by legal process, of 
his right to take the property affected by the transfer or obligation. 

Subchapter III—Assignments for Benefit of Creditors 

§ 4971. When debtor may execute assignment 
An insolvent debtor may in good faith execute an assignment of 

property in trust for the satisfaction of his creditors, in conformity 
with this subchapter; subject, however, to the provisions of this Code 
relative to trusts and fraudulent transfers, and to the restrictions 
imposed by law upon assignments by special partnerships, or by 
other specific classes or persons. 
§ 4972. Form of assignment 

The assignment shall contain a list of the names of the creditors of 
the assignor, and their places of residence and amounts of their re
spective demands, and the amounts and nature of any security there
for; and shall, subject to the other provisions of this subchapter, be 
made to the marshal for the Canal Zone. 
§ 4973. Custody of property; creditors* meeting; election of 

assignee 
The marshal shall forthwith take possession of all the property 

assigned to him, and keep it till delivered by him, as provided in this 
subcliapter. 

When the assignment has been made, the marshal shall immediately, 
by mail, notify the creditors named in the assignment, at their places 
of residence as given therein, to meet at his office on a day and hour 
to be appointed by him, not less than 8 or more than 10 days from 
the date of the delivery of the assignment to him, for the purpose of 
electing one or more assignees, as they may determine, in the place 
and stead of tlie marshal in the premises. He shall also publish a no
tice of the meeting, and the purpose thereof, at least once before the 
meeting, in a newspaper of general circulation in the Canal Zone. 

The notice to be mailed shall also contain a statement of the amount 
of the demand of the creditor, and the amount and nature of any 
security therefor, as set forth in the assignment. If a creditor does 
not find the amount of his claim to be correctly so stated, he may file 
with the marslial, at or before the meeting, a statement, imder oath, 
of his demand, and his statement shall, for the purpose of voting, be 
accepted by the marshal as correct. When such a statement is not 
filed, the statement of amount as set forth in the assignment shall be 
accepted by the marshal as correct. 

A creditor having a mortgage or pledge of property of the debtor, 
or lien thereon, for securing the payment of a debt owing to him from 
the debtor, may not be allowed to vote any part of his claim at the 
meeting of creditors, unless he has first conveyed, released, or deliv
ered up his security to the marshal for the benefit of all creditors of 
the assignor. 

At the meeting the marshal shall preside, and a majority in amount 
of demands present or represented by proxy shall control all questions 
and decisions. The creditors may adjourn the meeting from time to 
time, and may vote on all questions either in person or by proxy signed 
and acknowledged before any officer authorized to take acknowledg
ments, and filed with the marshal. 

At the meeting, or any adjournment thereof, the creditors may 
elect one or more assignees from their own number, in the place and 
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stead of the marshal, and the person or persons so elected shall after
wards be the assignee or assignees under the provisions of this sub
chapter. The marshal, by transfer in writing, acknowledged as re
quired by section 4980 of this title, shall at once assign to the elected 
assignee or assignees upon the trusts in this subchapter provided, all 
the property so assigned to him, and deliver possession thereof. 

All recitals in the assignment by the marshal of notices of the meet
ing, and the holding thereof, and of the due election of the assignee or 
assignees, shall be prima facie proof of the facts recited. 
§ 4974. Marshal's fees 

Before the delivery of the assignment, the marshal shall be paid 
the expenses incurred by him, and fees in such amount as would by 
law be collectible if the property assigned had been levied upon and 
safely kept under attachment. 
§ 4975. Powers and duties of elected assignee 

After the record of the assignment, as provided by this subchapter, 
the elected assignee or assignees shall take, and hold, and dispose of 
all such property and its proceeds, upon the trusts and conditions and 
for the purposes in this subchapter provided. 
§ 4976. Insolvency defined 

A debtor is insolvent, within the meaning of this subchapter, when he 
is unable to pay his debts from his own means as they become due. 
§ 4977. Transfers not affected 

The provisions of this subchapter do not prevent a person residing 
in a State or country from making there, in good faith, and without 
intent to evade the laws of the Canal Zone, a transfer of property 
situated within it; but such a person can not make a general assign
ment of property situated in the Canal Zone for the satisfaction of all 
his creditors, except as in this subchapter provided; nor do the pro
visions of this subchapter affect the power of a person, although in
solvent, and whether residing within or without the Canal Zone, to 
transfer property in the Canal Zone, in good faith to a particular 
creditor, or creditors, or to another person in trust for such particular 
creditor or creditors for the purpose of paying or securing the whole 
or part of a debt owing to the creditor or creditors, whether in his 
or their own right or otherwise. 
§ 4978. Debts which may be provided for 

An assignment for the benefit of creditors may provide for any 
subsisting liability of the assignor which he might lawfully pay, 
whether absolute or contingent. 
§ 4979. Void assignments 

An assignment for the benefit of creditors is void against a creditor 
of the assignor not assenting thereto, if it: 

(1) gives a preference to one debt or class of debts over 
another; 

(2) tends to coerce any creditor to release or compromise his 
demand; 

(3) provides for the payment of a claim known to the as
signor to be false or fraudulent: or for the payment of more 
upon any claim than is knoAvn to be justly due from the assignor; 

(4) reserves an interest in the assigned property, or in a 
part thereof, to the assignor, or for his benefit, before all his 
existing debts are paid; 
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(6) confers upon the assignee a power which, if exercised, 
might prevent or delay the immediate conversion of the assigned 
property to the purposes of the trust: or 

(6) exempts him from liability for neglect of duty or mis
conduct, 

§ 4980. Assignment to be in writing; acknowledgment; recording 
An assignment for the benefit of creditors must be in writing, sub

scribed by the assignor, or by his agent thereto authorized in writing, 
and the transfer by the marshal must also be in writing, subscribed by 
the marshal in his official capacity. Both the assignment and the 
transfer must be acknowledged, or proved and certified, in the mode 
prescribed by chapter 27 of this title, and be recorded as required by 
section 4985 of this title. 
§ 4981. Compliance with formalities necessary to validity 

Unless the provisions of section 4980 of this title are complied with, 
an assignment for the benefit of creditors is void against every creditor 
of the assignor not assenting thereto. 
§ 4982. Title of assignee; rights of third parties 

An assignee for the benefit of creditors is not to be regarded as a 
purchaser for value, and has no greater rights than his assignor had, 
in respect to things in action transferred by the assignment. 
§ 4983. Inventory 

Within 20 days after an assignment is made for the benefit of 
creditors, the assignor shall make and file, in the manner prescribed by 
section 4985 of this title, a full and true inventory, showing: 

(1) all the creditors of the assignor; 
(2) the place of residence of each creditor, if known to the 

assignor, or if not known, that fact must be stated; 
(3) the sum owing to each creditor and the nature of each debt 

^ or liability, whether arising on written security, account, or other
wise; 

(4) the true consideration of the liability in each case, and the 
place where it arose; 

(6) every existing judgment, mortgage, or other security for 
the payment of any debt or liability of the assignor; 

(6) all property of the assignor at the date of the assignment, 
which is exempt by law from execution; and 

(7) all property of the assignor at the date of the assignment, 
of every Kind, not so exempt, and the encumbrances existing 
thereon, and all vouchers and securities relating thereto, and the 
value of the property according to the best knowledge of the 
assignor. 

§ 4984. Assignor's affidavit; assignee's inventory; examination of 
assignor; production of papers 

An affidavit must be made by every assignor executing an assign
ment for the benefit of creditors, to be annexed to and filed with the 
inventory provided for by section 4983 of this title, to the effect that it 
is in all respects just and true according to the best of the assignor's 
knowledge and belief. 

If the assignor neglects or refuses to make and file the inventory 
and affidavit within 20 days, the assignment is not, for that rea
son, affected in any way, but in that event the assignee or as
signees elected by the creditors shall within 20 days thereafter make 
and file in the office of the registrar of property, a verified inventory 
of all assets received by them; and the assignee or assignees may at 
any time, or from time to time, after the transfer to them by the mar-
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shal, by petition to the district court, cause the assignor by order or 
citation to appear before the court, or a commissioner or referee to be 
appointed by it, at a time and place designated in the order or citation, 
to be examined touching the matters mentioned in section 4983, and 
any other matters relative to the assignment, and to have with him all 
books of account, vouchers, and papers relating to the assigned prop
erty; and the court may by its order require th3 surrender to the 
assignee or assignees of the books, vouchers, and papers to be by them 
retained until their trust is fully completed and performed. 

§ 4985. Recording assignment and filing inventory 
An assignment for the benefit of creditors must be recorded, and 

the inventory required by section 4983 of this title filed with the 
registrar of property. 

§ 4986. Invalidity for failure to record assignment and file in
ventory 

An assignment for the benefit of creditors is void against creditors 
of the assignor and against purchasers and encumbrancers in good 
faith and for value unless it is recorded as provided in this subchapter, 
and unless either the inventory required by section 4983 of this title, 
or the inventory required of the assignee or assignees by section 4984 
of this title is filed in the manner provided in this subchapter and 
within the time designated. 

§ 4987. Marshal's bond; assignee's bond; removal of assignee 
A bond need not be given by the marshal, but he is liable on his 

official bond for the care and custody of the property while in his 
possession. Within 40 days after date of the transfer by the marshal, 
the assignee shall enter into a bond in such amount as may be fixed 
by the district judge, with sufficient sureties to be approved by the 
judge, and conditioned for the faithful discharge of the trust and the 
due accounting for all moneys received by the assignee, which bond 
must be filed in the same office Avith the inventory; and any assignee 
failing to comply with the provisions of this section may be removed 
by the district court on petition of the assignor or any creditor, and 
his successor appointed by the court. 

§ 4988. Assignee's authority; notice to creditors; dividends; de
layed claims; secured creditors 

(a) Until a verified inventory has been made and filed, either by the 
assignor or assignee, as required by the provisions of this subchapter, 
and the assignee has given the bond required by section 4987 of this 
title, the assignee has no authority to dispose of the property of the 
estate, or any part of it (except in the case of perishable property, 
which in his discretion he may dispose of at any time and receive the 
proceeds of sale thereof); nor has he power to convert the property, 
or the proceeds of any sale of perishable property, to the purposes of 
the trust. 

(b) Within 10 days after the filing of his bond, the assignee must 
commence the publication (and the publication shall continue at 
least once a week for 4 weeks), in a newspaper of general cir
culation in the Canal Zone, of a notice to creditors of the assignor, 
stating the fact and date of the assignment, and requiring all persons 
having claims against the assignor to exhibit them, with the neces
sary vouchers, and verified by the oath of the creditor, to the assignee, 
at his place of residence or business, to be specified in the notice; and 
he shall also, within 10 days after the first publication of the notice, 
mail a copy of the notice to each creditor whose name is given in 
the instrument of assignment, at the address therein given. After 
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the notice is given, a copy thereof, with affidavit of due publication 
and mailing, must be filed with the registrar of property with whom 
the inventory has been filed, which affidavit shall be prima facie 
evidence of the facts stated therein. 

(c) At any time, or from time to time, after the expiration of 30 
days from the first publication of the notice, if it has also been mailed 
as in this section provided, the assignee may declare and pay divi
dends to the creditors whose claims have been presented and allowed. 
A dividend already declared is not disturbed by reason of claims being 
subsequently presented and allowed; but the creditor presenting the 
claim is entitled to a dividend equal to the percent already declared 
and paid, before any further dividend is made, if there are assets suffi
cient for that purpose, and if the failure to present the claim did not 
result from his own neglect, and he attaches to the claim a statement, 
under oath, showing fully why it was not before presented. 

(d) When a creditor has a mortgage or pledge of property of the 
debtor, or a lien thereon, for securing the payment of a debt owing to 
him from the debtor, and has not conveyed, released, or delivered up 
the security to the marshal, as provided for by section 4973 of this 
title, he shall be admitted as a creditor only for the balance of the 
debt after deducting the value of the mortgage, pledge, or lien, to be 
ascertained by agreement between him and the assignee, or by a sale 
thereof, to be made in such manner as the district court directs; or 
the creditor may release or convey his claim to the assignee upon the 
property, and be admitted to prove his whole debt. 

If the value of the property exceeds the sum for which it is so held 
as security, the assignee may release to the creditor the debtor's right 
of redemption thereon on receiving the excess; or he may sell the 
property, subject to the claim of the creditor thereon; and in either 
case the assignee and creditor, respectively, shall execute all writings 
necessary or proper to consummate the transaction. If the property 
is not sold or released, and delivered up, the creditor may not be 
allowed to prove any part of his debt. 

§ 4989. Accounting of assignee 
After six months from the date of an assignment for the benefit of 

creditors, the assignee may be required, on the petition of any creditor, 
to account before the district court. 

§ 4990. Exempt property 
Property exempt from execution, and insurance upon the life of the 

assignor, do not pass to the assignee by a general assignment for the 
benefit of creditors unless the instrument specially mentions them and 
declares an intention that they should pass thereby. 

§ 4991. Commissions of assignees 
The elected assignee for the benefit of creditors is entitled to a rea

sonable commission on assignments, to be fixed by the court. The 
assignee is also entitled to all necessary expenses in the management 
of his trust. 
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§ 4992. Assignees protected for acts done in good faith 
An assignee for the benefit of creditors is not to be held liable for his 

acts, done in good faith in the execution of the trust, merely for 
the reason that the assignment is afterward adjudged void. 
§ 4993. Modification of assignment 

An assignment for the benefit of creditors which has been executed 
and recorded so as to transfer the property to the marshal, or a trans
fer by the marshal to the elected assignee or assignees which has been 
executed and recorded, cannot afterwards be modified or canceled by 
the parties without the consent of the assignor and of every creditor 
affected thereby. 

CHAPTER 117—NUISANCE 

8UBCHAFTEB I—QENEBAL PBINOIFUCB 
Sec 
5031. Nuisance defined. 
5032. Public nuisance defined. 
5033. Private nuisance defined. 
5034. Acts under autliority of law. 
5085. Abatement does not preclude action. 

BUBCHAFTEB H—PXJBtlO NUISANCES 

5061. Lapse of time does not legalize. 
5062. Remedies against public nuisance. 
5063. Information. 
5064. Action by private person. 
5065. Abatement by public body or officer. 

BUBCHAFTEB IH—^PBIVATE NUISANCES 

5091. Remedies for private nuisance. 

Subchapter I—General Principles 

§ 5031. Nuisance defined 
Anything is a nuisance which: 

(1) is injurious to health; or •: 
(2) is indecent or offensive to the senses; or 
(3) is an obstruction to the free use of property— 

' 'so as to interfere with the comfortable enjoyment of life or 
property— 
or 

(4) unlawfully obstructs the free passage or use, in the cus
tomary manner, of a navigable lake or river, bay, stream, canal, 
or basin, or a public park, square, street, or highway. 

§ 5032. Public nuisance defined 
A public nuisance is one which affects at the same time an entire 

community or neighborhood, or a considerable number of persons, 
although the extent of the annoyance or damage inflicted upon indi
viduals may be unequal. 
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§ 5033. Private nuisance defined 
Every nuisance not included in the definition in section 5032 of this 

title is private. 
§ 5034. Acts under authority of law 

Nothing which is done or maintained under the express authority 
of law can be deemed a nuisance. 
§ 5035. Abatement does not preclude action 

The abatement of a nuisance does not prejudice the right of a person 
to recover damages for its past existence. 

Subchapter II—^Public Nuisances 

§ 5061. Lapse of time does not legalize 
The lapse of time can not legalize a public nuisance, amounting to 

an actual obstruction of public right. 
§ 5062. Remedies against public nuisance 

The remedies against a public nuisance are: 
^1) information; 
(2) civil action; and i 
(3) abatement. 

§ 5063. Information 
The remedy by information is regulated by Title 6. 

§ 5064. Action by private person 
A private jjerson may maintain an action for a public nuisance, if 

it is specially injurious to himself, but not otherwise. 
§ 5065. Abatement by public body or oflGlcer 

A public nuisance may be abated by any public body or officer 
authorized thereto by law. 

Subchapter III—Private Nuisances 

§ 5091. Remedies for private nuisance 
The remedy against a private nuisance is a civil action. 


		Superintendent of Documents
	2012-10-09T14:54:09-0400
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




