Opinion No. 22-3223
January 11, 1922
BY: HARRY S. BOWMAN, Attorney General
TO: Hon. J. B. Read, State Bank Examiner, Santa Fe, New Mexico.
Discharge of Persons Secondarily Liable Upon Negotiable Instruments.
OPINION

{*107} In reply to your oral request for an opinion regarding the discharge from liability of
persons secondarily liable upon negotiable instruments, in cases where an agreement
binding upon the holder to extend the time of payment or to postpone the holder's right
to enforce the instrument, has been entered into, which was accompanied by a letter
from Hon. E. B. Stroud, Jr., official counsel for the Federal Reserve Bank of Dallas, |
wish to advise you as follows:

| have made careful and thorough examination of the authorities {*108} involved in the
inquiry proposed as the questions suggested are of paramount importance in view of
the failure of some of our state banks which had become endorsers upon paper of their
customers discounted to the Federal Reserve Bank.

Section 714, Code 1915, provides that:

"A person secondarily liable on the instrument is discharged * * * (6) by any agreement

binding upon the holder to extend the time of payment, or to postpone the holder's right
to enforce the instrument, unless made with the assent of the party secondarily liable or
unless the right of recourse against such party is expressly reserved.”

Your correspondent inquires whether it will be the position of your office that the holder
of a note may extend the time of payment of same without discharging the parties
secondarily liable, first, where the consent of the party secondarily liable is obtained,
and second, where all rights of recourse are expressly reserved at the time the
extension is made, against the party secondarily liable on the instrument, and whether
you would consider the claim of the Federal Reserve Bank of Dallas against insolvent
banks whose paper said Federal Reserve Bank had discounted to be in the same status
as before the extension was made.

| find that the authorities are uniform in holding that an extension may be granted under
the circumstances mentioned without discharging the liability of those secondarily liable
upon the instrument.

The courts of this state have not as yet passed upon either of the questions involved in
the inquiry, and in the absence of any judicial holding to the contrary, | would



recommend that your department follow the trend of decision as indicated in this
opinion.

| beg to return herewith the letter from Mr. Stroud submitted with your inquiry.
1921
21-3214
21-3210
21-3209
21-3208
21-3201
21-3199
21-3196
21-3195
21-3194
21-3189
21-3187
21-3186
21-3185
21-3184
21-3181
21-3178
21-3177
21-3174
21-3172

21-3171



21-3170

21-3163

21-3156

21-3151

21-3141

21-3133

21-3122

21-3118

21-3110

21-3109

21-3107

21-3102

21-3100

21-3098

21-3090

21-3088

21-3082

21-3081

21-3080

21-3078

21-3076

21-3075

21-3067



21-3061

21-3056

21-3047

21-3041

21-3038

21-3031

21-3034

21-3036

21-3030

21-3029

21-3025

21-3023

21-3020

21-3018

21-3017

21-3016

21-3015

21-3013

21-3009

3006-0A

21-2997

21-2999

21-3003



21-2994

21-2993

21-2992

21-2990

21-2984

21-2983

21-2970

21-2980

21-2978

21-2977

21-2974

21-2971

21-2969

21-2975

21-2968

21-2959

21-2957

21-2955

21-2951

21-2944

21-2943

21-2939

21-2938



21-2926

21-2925

21-2937

21-2936

21-2935

21-2924

21-2911

21-2909

21-2906

21-2903

21-2898

21-2897

21-2895

21-2889

21-2893

21-2887

21-2886

21-2884

21-2881

21-2879

21-2877

21-2875

21-2869



21-2866

21-2863 1/2

21-2863

21-2861

21-2858

21-2849

21-2856

21-2841

21-2839

21-2831

21-2834

21-2828

21-2827

21-2823

21-2821

21-2820

21-2817

21-2815

21-2803

21-2811

21-2810

21-2802

21-2799



21-2796

2770-0A

21-2790

21-2788

21-2782

21-2785

21-2778

21-2777

21-2775

21-2772

21-3218



