https://law.justia.com/codes/ohio/2006/orc/jd_130485-531d.html
2006 Ohio Revised Code - 1304.85. (UCC 4A-507) Choice of law.

§ 1304.85. (UCC 4A-507) Choice of law.

(A) All of the following apply unless the affected parties otherwise agree or division (C) of this
section applies:

(1) The rights and obligations between the sender of a payment order and the receiving bank are
governed by the law of the jurisdiction in which the receiving bank is located.

(2) The rights and obligations between the beneficiary's bank and the beneficiary are governed
by the law of the jurisdiction in which the beneficiary's bank is located.

(3) The issue of when payment is made pursuant to a funds transfer by the originator to the
beneficiary is governed by the law of the jurisdiction in which the beneficiary's bank is located.

(B) If the parties described in division (A) of this section have made an agreement selecting the
law of a particular jurisdiction to govern rights and obligations between each other, the law of
that jurisdiction governs those rights and obligations, whether or not the payment order or the
funds transfer bears a reasonable relation to that jurisdiction.

(C) (1) A funds-transfer system rule may select the law of a particular jurisdiction to govern
either of the following:

(@) The rights and obligations between participating banks regarding payment orders transmitted
or processed through the system;

(b) The rights and obligations of some or all parties to a funds transfer any part of which is
carried out by means of the system.

(2) A choice of law made pursuant to division (C)(1)(a) of this section is binding on participating
banks. A choice of law made pursuant to division (C)(1)(b) of this section is binding on the
originator, other sender, or a receiving bank having notice that the funds-transfer system might
be used in the funds transfer and of the choice of law by the system when the originator, other
sender, or receiving bank issued or accepted a payment order. The beneficiary of a funds transfer
is bound by the choice of law if, when the funds transfer is initiated, the beneficiary has notice
that the funds-transfer system might be used in the funds transfer and of the choice of law by the
system. The law of a jurisdiction selected pursuant to division (C)(1) of this section may govern,
whether or not that law bears a reasonable relation to the matter in issue.

(D) In the event of inconsistency between an agreement under division (B) of this section and a
choice-of-law rule under division (C) of this section, the agreement under division (B) of this
section prevails.

(E) If a funds transfer is made by use of more than one funds-transfer system and there is
inconsistency between choice-of-law rules of the systems, the matter in issue is governed by the



law of the selected jurisdiction that has the most significant relationship to the matter in issue.

Official Comment

1. Funds transfers are typically interstate or international in character. If part of a funds transfer
is governed by Article 4A and another part is governed by other law, the rights and obligations
of parties to the funds transfer may be unclear because there is no clear consensus in various
jurisdictions concerning the juridical nature of the transaction. Unless all of a funds transfer is
governed by a single law it may be very difficult to predict the result if something goes wrong in
the transfer. Section 4A-507 deals with this problem. Subsection (b) allows parties to a funds
transfer to make a choice-of-law agreement. Subsection (c) allows a funds transfer system to
select the law of a particular jurisdiction to govern funds transfers carried out by means of the
system. Subsection (a) states residual rules if no choice of law has occurred under subsection (b)
or subsection (c).

2. Subsection (a) deals with three sets of relationships. Rights and obligations between the sender
of a payment order and the receiving bank are governed by the law of the jurisdiction in which
the receiving bank is located. If the receiving bank is the beneficiary's bank the rights and
obligations of the beneficiary are also governed by the law of the jurisdiction in which the
receiving bank is located. Suppose originator, located in Canada, sends a payment order to
originator's bank located in a state in which Article 4A has been enacted. The order is for
payment to an account of beneficiary in a bank in England. Under subsection (a)(1), the rights
and obligations of originator and originator's bank toward each other are governed by Article 4A
if an action is brought in a court in the Article 4A state. If an action is brought in a Canadian
court, the conflict of laws issue will be determined by Canadian law which might or might not
apply the law of the state in which originator's bank is located. If that law is applied, the
execution of originator's order will be governed by Article 4A but with respect to the payment
order of originator's bank to the English bank, Article 4A may or may not be applied with respect
to the rights and obligations between the two banks. The result may depend upon whether action
is brought in a court in the state in which originator's bank is located or in an English court.
Article 4A is binding only on a court in a state that enacts it. It can have extraterritorial effect
only to the extent courts of another jurisdiction are willing to apply it. Subsection (c) also bears
on the issues discussed in this comment.

Under section 4A-406 payment by the originator to the beneficiary of the funds transfer occurs
when the beneficiary's bank accepts a payment order for the benefit of the beneficiary. A
jurisdiction in which Article 4A is not in effect may follow a different rule or it may not have a
clear rule. Under section 4A-507(a)(3) the issue is governed by the law of the jurisdiction in
which the beneficiary's bank is located. Since the payment to the beneficiary is made through the
beneficiary's bank it is reasonable that the issue of when payment occurs be governed by the law
of the jurisdiction is which the bank is located. Since it is difficult in many cases to determine
where a beneficiary is located, the location of the beneficiary's bank provides a more certain
rule.

3. Subsection (b) deals with choice of law agreements and it gives maximum freedom of choice.
Since the law of funds transfers is not highly developed in the case law there may be a strong



incentive to choose the law of a jurisdiction in which Article 4A is in effect because it provides a
greater degree of certainty with respect to the rights of various parties. With respect to
commercial transactions, it is often said that " and predictability based upon commercial
convenience are the prime considerations in making the choice of governing law. . . ." R. Leflar,
American Conflicts Law, section 185 (1977). Subsection (b) is derived in part from recently
enacted choice of law rules in the states of New York and California. N.Y. Gen. Obligations Law
5-1401 (McKinney's 1989 Supp.) and California Civil Code section 1646.5. This broad
endorsement of freedom of contract is an enhancement of the approach taken by Restatement
(Second) of Conflict of Laws section 187(b) (1971). The Restatement recognizes the basic right
of freedom of contract, but the freedom granted the parties may be more limited than the
freedom granted here. Under the formulation of the Restatement, if there is no substantial
relationship to the jurisdiction whose law is selected and there is no "other" reasonable basis for
the parties' choice, then the selection of the parties need not be honored by a court. Further, if the
choice is violative of a fundamental policy of a state which has a materially greater interest than
the chosen state, the selection could be disregarded by a court. Those limitations are not found in
subsection (b).

4. Subsection (c) may be the most important provision in regard to creating uniformity of law in
funds transfers. Most rights stated in Article 4A regard parties who are in privity of contract such
as originator and beneficiary, sender and receiving bank, and beneficiary's bank and beneficiary.
Since they are in privity they can make a choice of law by agreement. But that is not always the
case. For example, an intermediary bank that improperly executes a payment order is not in
privity with either the originator or the beneficiary. The ability of a funds transfer system to
make a choice of law by rule is a convenient way of dispensing with individual agreements and
to cover cases in which agreements are not feasible. It is probable that funds transfer systems
will adopt a governing law to increase the certainty of commercial transactions that are effected
over such systems. A system rule might adopt the law of an Article 4A state to govern transfers
on the system in order to provide a consistent, unitary, law governing all transfers made on the
system. To the extent such system rules develop, individual choice-of-law agreements become
unnecessary.

Subsection (c) has broad application. A system choice of law applies not only to rights and
obligations between banks that use the system, but may also apply to other parties to the funds
transfer so long as some part of the transfer was carried out over the system. The originator and
any other sender or receiving bank in the funds transfer is bound if at the time it issues or accepts
a payment order it had notice that the funds transfer involved use of the system and that the
system chose the law of a particular jurisdiction. Under section 4A-107, the federal reserve by
regulation could make a similar choice of law to govern funds transfers carried out by use of
federal reserve banks. Subsection (d) is a limitation on subsection (c). If parties have made a
choice of law agreement that conflicts with a choice of law made under subsection (c), the
agreement prevails.

5. Subsection (e) addresses the case in which a funds transfer involves more than one funds
transfer system and the systems adopt conflicting choice of law rules. The rule that has the most
significant relationship to the matter at issue prevails. For example, each system should be able
to make a choice of law governing payment orders transmitted over that system with regard to a
choice of law made by another system.
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§ 1305.15. (UCC 5-116) Choice of law and forum.

(A) The liability of an issuer, nominated person, or adviser for action or omission is governed by
the law of the jurisdiction chosen by an agreement in the form of a record signed or otherwise
authenticated by the affected parties in the manner provided in section 1305.03 of the Revised
Code or by a provision in the person's letter of credit, confirmation, or other undertaking. The
jurisdiction whose law is chosen need not bear any relation to the transaction.

(B) Unless division (A) of this section applies, the liability of an issuer, nominated person, or
adviser for action or omission is governed by the law of the jurisdiction in which the person is
located. The person is considered to be located at the address indicated in the person's
undertaking. If more than one address is indicated, the person is considered to be located at the
address from which the person's undertaking was issued. For the purpose of jurisdiction, choice
of law, and recognition of interbranch letters of credit, but not enforcement of a judgment, all
branches of a bank are considered separate juridical entities and a bank is considered to be
located at the place where its relevant branch is considered to be located under this division.

(C) Except as otherwise provided in this division, the liability of an issuer, nominated person, or
adviser is governed by any rules of custom or practice, such as the uniform customs and practice
for documentary credits, to which the letter of credit, confirmation, or other undertaking is
expressly made subject. If (1) this chapter would govern the liability of an issuer, nominated
person, or adviser under division (A) or (B) of this section, (2) the relevant undertaking
incorporates rules of custom or practice, and (3) there is conflict between this chapter and those
rules as applied to that undertaking, those rules govern except to the extent of any conflict with
the nonvariable provisions specified in division (C) of section 1305.02 of the Revised Code.

(D) If there is conflict between this chapter and Chapter 1303., 1304., or 1309. of the Revised
Code, this chapter governs.

(E) The forum for settling disputes arising out of an undertaking within this chapter may be
chosen in the manner and with the binding effect that governing law may be chosen in
accordance with division (A) of this section.

HISTORY: 147 v H 338. Eff 7-1-98.

Not analogous to former RC § 1305.15 (129 v S 5; 137 v S 85), repealed 147 v H 338, § 2, eff
7-1-98.

Not analogous to former RC § 1305.15 (RS § 3176e; 95 v 189; GC § 8246; Bureau of Code
Revision, 10-1-53), repealed 129 v S 5, § 2, eff 7-1-62.

The effective date is set by section 3 of HB 338.

See provisions, §§ 4, 5 of HB 338 (147 v - ) following RC § 1305.01.
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Official Comment

1. Although it would be possible for the parties to agree otherwise, the law normally chosen by
agreement under subsection (a) and that provided in the absence of agreement under subsection
(b) is the substantive law of a particular jurisdiction not including the choice of law principles of
that jurisdiction. Thus, two parties, an issuer and an applicant, both located in Oklahoma might
choose the law of New York. Unless they agree otherwise, the section anticipates that they wish
the substantive law of New York to apply to their transaction and they do not intend that a New
York choice of law principle might direct a court to Oklahoma law. By the same token, the
liability of an issuer located in New York is governed by New York substantive law - in the
absence of agreement - even in circumstances in which choice of law principles found in the
common law of New York might direct one to the law of another State. Subsection (b) states the
relevant choice of law principles and it should not be subordinated to some other choice of law
rule. Within the States of the United States renvoi will not be a problem once every jurisdiction
has enacted Section 5-116 because every jurisdiction will then have the same choice of law rule
and in a particular case all choice of law rules will point to the same substantive law.

Subsection (b) does not state a choice of law rule for the "liability of an applicant.”" However,
subsection (b) does state a choice of law rule for the liability of an issuer, nominated person, or
adviser, and since some of the issues in suits by applicants against those persons involve the
"liability of an issuer, nominated person, or adviser," subsection (b) states the choice of law rule
for those issues. Because an issuer may have liability to a confirmer both as an issuer (Section 5-
108(a), Comment 5 to Section 5-108) and as an applicant (Section 5-107(a), Comment 1 to
Section 5-107, Section 5-108(i)), subsection (b) may state the choice of law rule for some but not
all of the issuer's liability in a suit by a confirmer.

2. Because the confirmer or other nominated person may choose different law from that chosen
by the issuer or may be located in a different jurisdiction and fail to choose law, it is possible that
a confirmer or nominated person may be obligated to pay (under their law) but will not be
entitled to payment from the issuer (under its law). Similarly, the rights of an unreimbursed
issuer, confirmer, or nominated person against a beneficiary under Section 5-109, 5-110, or 5-
117, will not necessarily be governed by the same law that applies to the issuer's or confirmer's
obligation upon presentation. Because the UCP and other practice are incorporated in most
international letters of credit, disputes arising from different legal obligations to honor have not
been frequent. Since Section 5-108 incorporates standard practice, these problems should be
further minimized - at least to the extent that the same practice is and continues to be widely
followed.

3. This section does not permit what is now authorized by the nonuniform Section 5-102(4) in
New York. Under the current law in New York a letter of credit that incorporates the UCP is not
governed in any respect by Article 5. Under revised Section 5-116 letters of credit that
incorporate the UCP or similar practice will still be subject to Article 5 in certain respects. First,
incorporation of the UCP or other practice does not override the nonvariable terms of Article 5.
Second, where there is no conflict between Article 5 and the relevant provision of the UCP or
other practice, both apply. Third, practice provisions incorporated in a letter of credit will not be
effective if they fail to comply with Section 5-103(c). Assume, for example, that a practice
provision purported to free a party from any liability unless it were "grossly negligent™ or that the



practice generally limited the remedies that one party might have against another. Depending
upon the circumstances, that disclaimer or limitation of liability might be ineffective because of
Section 5-103(c).

Even though Avrticle 5 is generally consistent with UCP 500, it is not necessarily consistent with
other rules or with versions of the UCP that may be adopted after Article 5's revision, or with
other practices that may develop. Rules of practice incorporated in the letter of credit or other
undertaking are those in effect when the letter of credit or other undertaking is issued. Except in
the unusual cases discussed in the immediately preceding paragraph, practice adopted in a letter
of credit will override the rules of Article 5 and the parties to letter of credit transactions must be
familiar with practice (such as future versions of the UCP) that is explicitly adopted in letters of
credit.

4. In several ways Article 5 conflicts with and overrides similar matters governed by Articles 3
and 4. For example, "draft" is more broadly defined in letter of credit practice than under Section
3-104. The time allowed for honor and the required notification of reasons for dishonor are
different in letter of credit practice than in the handling of documentary and other drafts under
Articles 3 and 4.

5. Subsection (e) must be read in conjunction with existing law governing subject matter
jurisdiction. If the local law restricts a court to certain subject matter jurisdiction not including
letter of credit disputes, subsection (e) does not authorize parties to choose that forum. For
example, the parties' agreement under Section 5-116(e) would not confer jurisdiction on a
probate court to decide a letter of credit case.

If the parties choose a forum under subsection (e) and if - because of other law - that forum will
not take jurisdiction, the parties' agreement or undertaking should then be construed (for the
purpose of forum selection) as though it did not contain a clause choosing a particular forum.
That result is necessary to avoid sentencing the parties to eternal purgatory where neither the
chosen State nor the State which would have jurisdiction but for the clause will take jurisdiction
- the former in disregard of the clause and the latter in honor of the clause.



§ 1308.05. (UCC 8-110) Applicability; choice of law.

(A) The local law of the issuer's jurisdiction, as specified in division (D) of this section,
governs:

(1) The validity of a security;

(2) The rights and duties of the issuer with respect to registration of transfer;
(3) The effectiveness of registration of transfer by the issuer;

(4) Whether the issuer owes any duties to an adverse claimant to a security; and

(5) Whether an adverse claim can be asserted against a person to whom transfer of a certificated
or uncertificated security is registered or a person who obtains control of an uncertificated
security.

(B) The local law of the securities intermediary's jurisdiction, as specified in division (E) of this
section, governs:

(1) Acquisition of a security entitlement from the securities intermediary;

(2) The rights and duties of the securities intermediary and entitlement holder arising out of a
security entitlement;

(3) Whether the securities intermediary owes any duties to an adverse claimant to a security
entitlement; and

(4) Whether an adverse claim can be asserted against a person who acquires a security
entitlement from the securities intermediary or a person who purchases a security entitlement or
interest therein from an entitlement holder.

(C) The local law of the jurisdiction in which a security certificate is located at the time of
delivery governs whether an adverse claim can be asserted against a person to whom the security
certificate is delivered.

(D) "lIssuer's jurisdiction” means the jurisdiction under which the issuer of the security is
organized or, if permitted by the law of that jurisdiction, the law of another jurisdiction specified
by the issuer. An issuer organized under the law of this state may specify the law of another
jurisdiction as the law governing the matters specified in divisions (A)(2) to (5) of this section.

(E) The following rules determine a "securities intermediary's jurisdiction” for purposes of this
section:

(1) If an agreement between the securities intermediary and its entitlement holder governing the
securities account expressly provides that a particular jurisdiction is the securities intermediary's
jurisdiction for purposes of Chapter 1308. or 1309. of the Revised Code, that jurisdiction is the
securities intermediary's jurisdiction.
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(2) If division (E)(1) of this section does not apply and an agreement between the securities
intermediary and its entitlement holder governing the securities account expressly provides that
the agreement is governed by the law of a particular jurisdiction, that jurisdiction is the securities
intermediary's jurisdiction.

(3) If divisions (E)(1) and (2) of this section do not apply and an agreement between the
securities intermediary and its entitlement holder governing the securities account expressly
provides that the securities account is maintained at an office in a particular jurisdiction, that
jurisdiction is the securities intermediary's jurisdiction.

(4) If divisions (E)(1), (2), and (3) of this section do not apply, the securities intermediary's
jurisdiction is the jurisdiction in which the office identified in an account statement as the office
serving the entitlement holder's account is located.

(5) If divisions (E)(1), (2), (3), and (4) of this section do not apply, the securities intermediary's
jurisdiction is the jurisdiction in which the chief executive office of the securities intermediary is
located.

(F) A securities intermediary's jurisdiction is not determined by the physical location of
certificates representing financial assets, or by the jurisdiction in which is organized the issuer of
the financial asset with respect to which an entitlement holder has a security entitlement, or by
the location of facilities for data processing or other record keeping concerning the account.

HISTORY: 147 v H 170 (Eff 1-1-98); 149 v S 74. Eff 7-1-2001.

Not analogous to former RC § 1308.05 (129 v S 5; 140 v S 283), repealed 147 v H 170, § 2,
eff 1-1-98.

The effective date is set by section 4 of SB 74.
See provisions, § 4 of HB 170 (147 v -), following RC § 1308.01.
Official Comment

1. This section deals with applicability and choice of law issues concerning Article 8. The
distinction between the direct and indirect holding systems plays a significant role in determining
the governing law. An investor in the direct holding system is registered on the books of the
issuer and/or has possession of a security certificate. Accordingly, the jurisdiction of
incorporation of the issuer or location of the certificate determine the applicable law. By
contrast, an investor in the indirect holding system has a security entitlement, which is a bundle
of rights against the securities intermediary with respect to a security, rather than a direct interest
in the underlying security. Accordingly, in the rules for the indirect holding system, the
jurisdiction of incorporation of the issuer of the underlying security or the location of any
certificates that might be held by the intermediary or a higher tier intermediary, do not determine
the applicable law.

The phrase "local law" refers to the law of a jurisdiction other than its conflict of laws rules. See
Restatement (Second) of Conflict of Laws Section 4.


https://law.justia.com/codes/ohio/2006/orc/jd_130801-4d95.html

2. Subsection (a) provides that the law of an issuer's jurisdiction governs certain issues where the
substantive rules of Article 8 determine the issuer's rights and duties. Paragraph (1) of subsection
(@) provides that the law of the issuer's jurisdiction governs the validity of the security. This
ensures that a single body of law will govern the questions addressed in Part 2 of Article 8,
concerning the circumstances in which an issuer can and cannot assert invalidity as a defense
against purchasers. Similarly, paragraphs (2), (3), and (4) of subsection (a) ensure that the issuer
will be able to look to a single body of law on the questions addressed in Part 4 of Article 8,
concerning the issuer's duties and liabilities with respect to registration of transfer.

Paragraph (5) of subsection (a) applies the law of an issuer’s jurisdiction to the question whether
an adverse claim can be asserted against a purchaser to whom transfer has been registered, or
who has obtained control over an uncertificated security. Although this issue deals with the
rights of persons other than the issuer, the law of the issuer's jurisdiction applies because the
purchasers to whom the provision applies are those whose protection against adverse claims
depends on the fact that their interests have been recorded on the books of the issuer.

The principal policy reflected in the choice of law rules in subsection (a) is that an issuer and
others should be able to look to a single body of law on the matters specified in subsection (a),
rather than having to look to the law of all of the different jurisdictions in which security holders
may reside. The choice of law policies reflected in this subsection do not require that the body of
law governing all of the matters specified in subsection (a) be that of the jurisdiction in which the
issuer is incorporated. Thus, subsection (d) provides that the term "issuer's jurisdiction™ means
the jurisdiction in which the issuer is organized, or, if permitted by that law, the law of another
jurisdiction selected by the issuer. Subsection (d) also provides that issuers organized under the
law of a State which adopts this Article may make such a selection, except as to the validity issue
specified in paragraph (1). The question whether an issuer can assert the defense of invalidity
may implicate significant policies of the issuer's jurisdiction of incorporation. See, e.g., Section
8-202 and Comments thereto.

Although subsection (a) provides that the issuer's rights and duties concerning registration of
transfer are governed by the law of the issuer's jurisdiction, other matters related to registration
of transfer, such as appointment of a guardian for a registered owner or the existence of agency
relationships, might be governed by another jurisdiction's law. Neither this section nor Section 1-
105 deals with what law governs the appointment of the administrator or executor; that question
is determined under generally applicable choice of law rules.

3. Subsection (b) provides that the law of the securities intermediary's jurisdiction governs the
issues concerning the indirect holding system that are dealt with in Article 8. Paragraphs (1) and
(2) cover the matters dealt with in the Article 8 rules defining the concept of security entitlement
and specifying the duties of securities intermediaries. Paragraph (3) provides that the law of the
security intermediary's jurisdiction determines whether the intermediary owes any duties to an
adverse claimant. Paragraph (4) provides that the law of the security intermediary's jurisdiction
determines whether adverse claims can be asserted against entitlement holders and others.

Subsection (e) determines what is a "securities intermediary's jurisdiction." The policy of
subsection (b) is to ensure that a securities intermediary and all of its entitlement holders can
look to a single, readily-identifiable body of law to determine their rights and duties.



Accordingly, subsection (e) sets out a sequential series of tests to facilitate identification of that
body of law. Paragraph (1) of subsection (e) permits specification of the securities intermediary's
jurisdiction by agreement. In the absence of such a specification, the law chose by the parties to
govern the securities account determines the securities intermediary's jurisdiction. See paragraph
(2).Because the policy of this section is to enable parties to determine, in advance and with
certainty, what law will apply to transactions governed by this Article, the validation of the
parties' selection of governing law by agreement is not conditioned upon a determination that the
jurisdiction whose law is chosen bear a "reasonable relation” to the transaction. See Section 4A-
507; compare Section 1-105(1). That is also true with respect to the similar provisions in
subsection (d) of this section and in Section 9-305. The remaining paragraphs in subsection (e)
contain additional default rules for determining the securities intermediary's jurisdiction.

Subsection (f) makes explicit a point that is implicit in the Article 8 description of a security
entitlement as a bundle of rights against the intermediary with respect to a security or other
financial asset, rather than as a direct interest in the underlying security or other financial asset.
The governing law for relationships in the indirect holding system is not determined by such
matters as the jurisdiction of incorporation of the issuer of the securities held through the
intermediary, or the location of any physical certificates held by the intermediary or a higher tier
intermediary.

4. Subsection (c) provides a choice of law rule for adverse claim issues that may arise in
connection with delivery of security certificates in the direct holding system. It applies the law of
the place of delivery. If a certificated security issued by an Idaho corporation is sold, and the sale
is settled by physical delivery of the certificate from Seller to Buyer in New York, under
subsection (c), New York law determines whether Buyer takes free from adverse claims. The
domicile of Seller, Buyer, and any adverse claimant is irrelevant.

5. The following examples illustrate how a court in a jurisdiction which has enacted this section
would determine the governing law:

Example 1. John Doe, a resident of Kansas, maintains a securities account with Able & Co. Able
is incorporated in Delaware. Its chief executive offices are located in Illinois. The office where
Doe transacts business with Able is located in Missouri. The agreement between Doe and Able
specifies that Illinois is the securities intermediary's (Able's) jurisdiction. Through the account,
Doe holds securities of a Colorado corporation, which Able holds through Clearing Corporation.
The rules of Clearing Corporation provide that the rights and duties of Clearing Corporation and
its participants are governed by New York law. Subsection (a) specifies that a controversy
concerning the rights and duties as between the issuer and Clearing Corporation is governed by
Colorado law. Subsections (b) and (e) specify that a controversy concerning the rights and duties
as between the Clearing Corporation and Able is governed by New York law, and that a
controversy concerning the rights and duties as between Able and Doe is governed by lIllinois
law.

Example 2. Same facts as to Doe and Able as in example 1. Through the account, Doe holds
securities of a Senegalese corporation, which Able holds through Clearing Corporation. Clearing
Corporation's operations are located in Belgium, and its rules and agreements with its
participants provide that they are governed by Belgian law. Clearing Corporation holds the



securities through a custodial account at the Paris branch office of Global Bank, which is
organized under English law. The agreement between Clearing Corporation and Global Bank
provides that it is governed by French law. Subsection (a) specifies that a controversy concerning
the rights and duties as between the issuer and Global Bank is governed by Senegalese law.
Subsections (b) and (e) specify that a controversy concerning the rights and duties as between
Global Bank and Clearing Corporation is governed by French law, that a controversy concerning
the rights and duties as between Clearing Corporation and Able is governed by Belgian law, and
that a controversy concerning the rights and duties as between Able and Doe is governed by
Illinois law.

6. To the extent that this section does not specify the governing law, general choice of law rules
apply. For example, suppose that in either of the examples in the preceding Comment, Doe
enters into an agreement with Roe, also a resident of Kansas, in which Doe agrees to transfer all
of his interests in the securities held through Able to Roe. Article 8 does not deal with whether
such an agreement is enforceable or whether it gives Roe some interest in Doe's security
entitlement. This section specifies what jurisdiction's law governs the issues that are dealt with in
Article 8. Article 8, however, does specify that securities intermediaries have only limited duties
with respect to adverse claims. See Section 8-115. Subsection (b)(3) of this section provides that
Illinois law governs whether Able owes any duties to an adverse claimant. Thus, if Illinois has
adopted Revised Article 8, Section 8-115 as enacted in Illinois determines whether Roe has any
rights against Able.

7. The choice of law provisions concerning security interests in securities and security
entitlements are set out in Section 9-305.



