
 

 

The California legislature adopted a CBA-

sponsored bill, AB 2907, that restores a 

provision in the Commercial Code that 

established a bright line test for satisfying a 

bank’s account disclosure obligation under 

Commercial Code Section 4406.  

 

Background 

 

Under Section 4406(a), to show payment of 

items from a customer’s account, a bank may 

either return or make available to the customer 

the items paid or alternatively provide 

information in an account statement 

“sufficient” to allow the customer to identify 

the items paid. Section 4406(c) creates a duty 

on the customer to examine the items or 

statement and promptly notify the bank of 

fraudulent activity.  

 

Customers sometimes sue their banks after 

discovering that they are the victim of check 

fraud. If the customer fails to examine the 

statements or items, it gives the perpetrator a 

chance to repeat the crime. The customer is in 

the best position to discover and report such 

incidents, so the uniform version of the code 

places these duties on the customer. 

 

As long as the bank had satisfied its own 

disclosure obligation, then under Section 

4406(d) if the customer failed to notify the 

bank of forgeries and alterations, the customer 

may be precluded from making certain claims 

against the bank.  

 

For many years California’s version of Section 

4406(a) included the sentence, “The statement 

of account provides sufficient information if 

the item is described by item number, amount, 

and date of payment.” This sentence, which 

has been consistently included in the uniform 

version of the code and adopted by many 

states, removed any ambiguity about the 

adequacy of a bank’s disclosure to avail itself 

of the protection against customer claims. 

However, the provision has also been 

consistently made subject to a legislative 

“sunset” whereby it drops out of the code at a 

fixed future date under the assumption that 

advances in technology will allow banks to 

make copies of items available to customers 

electronically.  

 

AB 2907 

 

AB 2907, which was adopted by both the 

California Senate and Assembly and is 

awaiting the governor’s signature, restores the 

helpful provision, which according to the 

legislature’s analysis had been “mistakenly” 

allowed to sunset. The bill becomes effective 

as of January 1, 2017. 

 

Kevin Gould, CBA’s Director of State 

Government Relations, was CBA’s lead 

lobbyist on AB 2907. Any questions may be 

directed to Mr. Gould at 916-438-4410. 

  
The information contained in this CBA Regulatory 

Compliance Bulletin is not intended to constitute, and 

should not be received as, legal advice.  Please consult 

with your counsel for more detailed information 

applicable to your institution. 
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