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_________________________________________________
Kathy gave Scott a promissory note for $1,250.00 for a big screen television, which, unknown to Kathy, did not work correctly.  The note was undated, did not mention any interest rate, and read, “I promise to pay to the order of Scott the sum of one thousand two hundred and fifty dollars ($1,250.00). /s/ Kathy.”
Scott, intending to give the promissory note to his daughter, who was home from college for the summer, as a gift, indorsed it in blank, “/s/ Scott.”  When his daughter received the note, she traded it with her friend, Peggy, for a Prada handbag.    The daughter got caught up in an identity theft scam and filed bankruptcy.  Peggy tried to get Kathy to pay the note, but was unsuccessful.
In an effort to resolve the mess, Scott gave Peggy a check for $1,250.  The check had been written to Dewey Cheatum, Attorney at law.  Scott, a client of Dewey’s took the check and signed the back:  Pay to the order of Scott, signing the name of Dewey Cheatum.  Scott then indorsed the check to Peggy.  Peggy went to her bank, which was also the bank on which the check had been drawn, and using the automatic teller deposited the check into her personal account.  Within 36 hours, Peggy debited the entire amount out of her account. 

Dewey Cheatum had been in trial and, therefore, had not reconciled his bank statement in months.  Not finding a deposit in his checking account for $1,250.00, he sent the client a new bill for legal services.  The client quickly responded she had already paid that bill and enclosed a copy of the cancelled check.  The check had been paid from client’s bank account more than 60 days earlier.
Please answer the following questions, by applying the law of commercial paper to the facts set forth above.  You can assume that the Note signed by Kathy was a negotiable instrument.
1. Against whom, if anyone, can Peggy collect on the note?  Explain fully. 



 2.      What claims or defenses, if any, can Kathy assert against Scott and/or 

           

Peggy?  Explain fully.

3.       What liability, if any, does Scott’s daughter have to any party to this 
transaction?   Explain fully.

4.       Did bank properly pay Peggy on the check?  


5.       Is Attorney Cheatum’s client entitled to a recredit and if so, on what theories?

6.       Does Attorney Cheatum have any recourse?  How can he get the money he was                                                                                                

paid with the check?

7.       Does Scott have any liability on the check?  If so, explain the basis for this 


liability.

