
  TITLE 5: UNIFORM COMMERCIAL CODE  

 DIVISION 8: INVESTMENT SECURITIES 

  

§ 8304.  Notice to Purchaser of Adverse Claims. 

(1) A purchaser (including a broker for the seller or buyer, but excluding an 

intermediary bank) of a certificated security is charged with notice of adverse 

claims if: 

(a) The security, whether in bearer or registered form, has been indorsed 

“for collection” or “for surrender” or for some other purpose not involving 

transfer; or 

(b) The security is in bearer form and has on it an unambiguous statement 

that it is the property of a person other than the transferor. The mere writing of 

a name on a security is not such a statement. 

(2) A purchaser (including a broker for the seller or buyer, but excluding an 

intermediary bank) to whom the transfer, pledge, or release of an uncertificated 

security is registered is charged with notice of adverse claims as to which the 

issuer has a duty under 5 CMC § 8403(4) at the time of registration and which 

are noted in the initial transaction statement sent to the purchaser or, if his 

interest is transferred to him other than by registration of transfer, pledge, or 

release, the initial transaction statement sent to the registered owner or the 

registered pledgee. 

(3) The fact that the purchaser (including a broker for the seller or buyer) of a 

certificated or uncertificated security has notice that the security is held for a 

third person or is registered in the name of or indorsed by a fiduciary does not 

create a duty of inquiry into the rightfulness of the transfer or constitute construc-

tive notice of adverse claims. However, if the purchaser (excluding an intermedi-

ary bank) has knowledge that the proceeds are being used or that the transaction 

is for the individual benefit of the fiduciary or otherwise in breach of duty, the 

purchaser is charged with notice of adverse claims. 

Source: PL 3-56, § 1 (§ 8304). 
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