0tts & Otto —
Attorneys and Ccunselers at Law
205-209 Johnson Ccouniy Bank Building
Jowa City, Iows,

Ralph Otte
Joseph I, Otte

Ney 22", 1915

¥Mr, W, P, Main,
Jowa City, Iewe

Dear Sir:=

Bt e e T —
By way of replv teo yeu? Tetter of yesterday, pernit

me to state that commercisl paper is distinguished from all
other contracts for the payment of money by the guality of
negetiability., This meens the gquality attached te bills of
exchange and promissory notes which renders them transferr-
able from one person to another, &and it 2lso means thet the
ascignee may sue upon the instrument in his ewn name, that
he takes it, vwhere he doec s¢ as & bona fide holder for a
veluable congideration before maturity, free from defenses
that may exist between prier partics, and clothed witg the
well established rights and liabilities that are ereated by
the law merchant.

A bona fide heolder for value of negotizble paper
is one who has acquired the title in the ususl course of
buciness, for & valuable consideration, in good faith, frem
oene capable of trensferring it; er, from one in passession ef
the paper with zn apparent right to trensfer it and without
notice or knowledge of defenses or circumstaneces which sheuld
put him on inguiry.

In order to constitute & person a bona fide helder,

2 he must be a purchaser in the usual course of busi ness; which
is defined as one whe in good faith in the ordimsry course of
business end fer value befere its apparent maturity and
without any knowledge of its setuasl dishenor acquaires a negot-
iable instrument éndorsed 1o him,

One vwhe receives a promissory note merely as collate-
eral security is rcgarded in law as taking the same in the
usual course o0f business and is considered & helder for value,
The possession 9of such paper carries the title with it te
the helder, The poscessicn and title are one and inseparsble .,
The part whe takes it before due, for & Valuable concider=

ation Thout sany Enowlelge OF any defeet oFf Title &nd in
gaea kaith TN 11 by & title velid ec epeinct &1l the
world., SuSpici"n of defect of title or knowledge of the
eircumstences vhich weuld exeite such suspicion in the mind
¢f & prudent man, or gress negligence on the part of the taker,
will net defeet his title, That result czn ‘only be predmced
by bad Tzith on his part,




