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ART| CLE 4A

FUNDS TRANSFERS

PART 1

SUBJECT MATTER AND DEFI NI TI ONS
4A-101. Short Title.

This Article nmay be cited as Uni form Commerci al Code- Funds
Tr ansf ers.

4A- 102. Subject Matter.

Except as otherwi se provided in Section 4A-108, this
Article applies to funds transfers defined in Section 4A-104.

4A- 103. Paynment Order-Definitions.
(a) Inthis Article:

(1) "Payment order"” neans an instruction of a sender to a
receiving bank, transmtted orally, electronically, or in
writing, to pay, or to cause another bank to pay, a fixed or
det er mi nabl e anmount of noney to a beneficiary if:

(i) the instruction does not state a condition to paynent
to the beneficiary other than tinme of paynent

(ii) the receiving bank is to be reinbursed by debiting
an account of, or otherw se receiving paynment from the sender,
and

(iii) the instruction is transmtted by the sender

directly to the receiving bank or to an agent, funds-transfer
system or conmuni cation systemfor transmttal to the receiving
bank.

(2) "Beneficiary" neans the person to be paid by the
beneficiary's bank.

(3) "Beneficiary's bank” nmeans the bank identified in a



paynment order in which an account of the beneficiary is to be
credited pursuant to the order or which otherwise is to make

paynment to the beneficiary if the order does not provide for

payment to an account.

(4) "Receiving bank" means the bank to which the sender's
instruction is addressed.

(5) "Sender" neans the person giving the instruction to
t he receiving bank.

(b) If an instruction conplying with subsection (a)(1) is
to make nore than one paynent to a beneficiary, the instruction
IS a separate paynent order with respect to each paynent.

(c) A paynent order is issued when it is sent to the
recei ving bank.

4A-104. Funds Transfer-Definitions.
In this Article:

(a) "Funds transfer"” nmeans the series of transactions,

beginning with the originator's paynent order, made for the

pur pose of nmaking paynment to the beneficiary of the order. The
termincludes any paynent order issued by the originator's bank
or an internediary bank intended to carry out the originator's
paynment order. A funds transfer is conpleted by acceptance by the
beneficiary's bank of a paynment order for the benefit of the
beneficiary of the originator's paynent order.

(b) "Intermedi ary bank” neans a receiving bank other than
the originator's bank or the beneficiary's bank.

(c) "Originator"™ means the sender of the first paynent
order in a funds transfer.

(d) "Originator's bank” neans (i) the receiving bank to
whi ch the paynent order of the originator is issued if the
originator is not a bank, or (ii) the originator if the
originator is a bank.

4A-105. O her Definitions.
(a) Inthis Article:

(1) "Authorized account” neans a deposit account of a

customer in a bank designated by the custoner as a source of
paynment of paynment orders issued by the custoner to the bank. |If
a custoner does not so designate an account, any account of the
custonmer is an authorized account if paynent of a paynent order
fromthat account is not inconsistent with a restriction on the
use of that account.

(2) "Bank" neans a person engaged in the business of



banki ng and i ncludes a savi ngs bank, savings and | oan

associ ation, credit union, and trust conmpany. A branch or
separate office of a bank is a separate bank for purposes of this
Article.

(3) "Customer" neans a person, including a bank, having an
account with a bank or from whom a bank has agreed to receive
paynment orders.

(4) "Funds-transfer business day" of a receiving bank

nmeans the part of a day during which the receiving bank is open
for the receipt, processing, and transmittal of paynment orders
and cancel | ati ons and anmendnents of paynent orders.

(5) "Funds-transfer system nmeans a wire transfer network,

aut omat ed cl eari ng- house, or other conmunication systemof a

cl eari ng house or other association of banks through which a
paynment order by a bank nmay be transmitted to the bank to which
the order is addressed.

(6) "Good faith" means honesty in fact and the observance
of reasonabl e comercial standards of fair dealing.

(7) "Prove" with respect to a fact neans to neet the
burden of establishing the fact (Section 1-201(S)).

(b) Oher definitions applying to this Article and the
sections in which they appear are:

"Acceptance"” Section 4A-209
"Beneficiary" Section 4A-103
"Beneficiary' s bank" Section 4A-103
" Execut ed" Section 4A-301
"Execution date" Section 4A-301
"Funds transfer"” Section 4A-104
"Funds-transfer systemrule" Section 4A-501
"I nternmedi ary bank"Section 4A-104
"Originator” Section 4A-104
"Originator's bank"Section 4A-104
"Paynment by beneficiary's

bank to beneficiary" Section 4A- 405
"Paynment by originator to

beneficiary" Section 4A-406
"Paynment by sender to

recei vi ng bank” Section 4A-403
"Paynment date"Section 4A-401

"Paynment order” Section 4A-103
"Recei vi ng bank" Section 4A-103
"Security procedure" Section 4A-201

"Sender" Section 4A-103

(c) The following definitions in Article 4 apply to this
Article:

"Cl earing house" Section 4-104



"Itent Section 4-104
"Suspends paynent s"Section 4-104

(d) I'n addition Article 1 contains general definitions and
principles of construction and interpretation applicable
t hroughout this Article.

4A-106. Tinme Paynment Order |s Received.

(a) The time of receipt of a paynment order or conmunication
cancel ling or anending a paynent order is determ ned by the rules
applicable to receipt of a notice stated in Section 1-201(27). A
receiving bank may fix a cut-off tine or times on a funds-
transfer business day for the recei pt and processi ng of paynent
orders and conmuni cati ons cancel ling or anmendi ng paynment orders.
Different cut-off tines nay apply to paynent orders,
cancel | ati ons, or amendnents, or to different categories of
paynment orders, cancellations, or anendnents. A cut-off tinme may
apply to senders generally or different cut-off tines may apply
to different senders or categories of paynment orders. If a
payment order or communi cation cancelling or anendi ng a paynent
order is received after the close of a funds-transfer business
day or after the appropriate cut-off tinme on a funds-transfer
busi ness day, the receiving bank nay treat the paynment order or
conmuni cati on as received at the opening of the next funds-
transfer business day.

(b) If this Article refers to an execution date or paynent

date or states a day on which a receiving bank is required to
take action, and the date or day does not fall on a

f unds-transfer business day, the next day that is a
funds-transfer business day is treated as the date or day stated,
unl ess the contrary is stated in this Article.

4A- 107. Federal Reserve Regul ati ons and Operating
G rcul ars.

Regul ations of the Beard of Governors of the Federal

Reserve System and operating circulars of the Federal Reserve
Banks supersede any inconsistent provision of this Article to the
extent of the inconsistency.

4A- 108. Exclusion of Consuner Transactions Governed by
Federal Law

This Article does not apply to a funds transfer any part
of which is governed by the Electronic Fund Transfer Act of 1978
as anmended fromtinme to tine.

PART 2
| SSUE AND ACCEPTANCE OF PAYMENT ORDER
4A- 201. Security Procedure

"Security procedure" neans a procedure established by
agreenment of a custoner and a receiving bank for the purpose of



(i) verifying that a paynent order or conmmrunicati on anendi ng or
cancelling a paynment order is that of the custonmer, or (ii)
detecting error in the transm ssion or the content of the paynent
order or conmunication. A security procedure may require the use
of algorithns or other codes, identifying words or nunbers,
encryption, callback procedures, or simlar security devices.
Conpari son of a signature on a paynent order or conmuni cation
Wit h an aut horized speci nen signature of the custoner is not by
itself a security procedure.

4A- 202. Aut horized and Verified Paynment Orders.

(a) A paynent order received by the receiving bank is the

aut hori zed order of the person identified as sender if that
person authorized the order or is otherwi se bound by it under the
| aw of agency.

(b) If a bank and its custonmer have agreed that the

aut henticity of payment orders issued to the bank in the nane of
t he custoner as sender will be verified pursuant to a security
procedure, a paynment order received by the receiving bank is
effective as the order of the custoner, whether or not

aut horized, if (i) the security procedure is a comrercially
reasonabl e net hod of providing security agai nst unauthorized
paynment orders, and (ii) the bank proves that it accepted the
paynment order in good faith and in conpliance with the security
procedure and any witten agreenent or instruction of the
customer restricting acceptance of paynment orders issued in the
nane of the customer. The bank is not required to follow an
instruction that violates a witten agreenent with the custoner
or notice of which is not received at a tine and in a manner

af fording the bank a reasonabl e opportunity to act on it before
t he paynent order is accepted.

(c) Commercial reasonabl eness of a security procedure is a
question of law to be determ ned by considering the wi shes of the
customer expressed to the bank, the circunstances of the custoner
known to the bank, including the size, type, and frequency of
paynment orders normally issued by the customer to the bank,
alternative security procedures offered to the custoner, and
security procedures in general use by customers and receiving
banks simlarly situated. A security procedure is deened to be
conmmercially reasonable if (i) the security procedure was chosen
by the custoner after the bank offered, and the custoner refused,
a security procedure that was commercially reasonable for that
custonmer, and (ii) the customer expressly in witing to be bound
by any paynent order, whether or not authorized, issued inits
nane and accepted by the bank in conpliance with the security
procedure chosen by the custoner.

(d) The term"sender” in this Article includes the

custonmer in whose nane a paynment order is issued if the order is
t he aut hori zed order of the custoner under subsection (a), or it
is effective as the order of the custonmer under subsection (b).



(e) This section applies to anendnents and cancel |l ati ons
of paynment orders to the sanme extent it applies to paynent
or ders.

(f) Except as provided in this section and in Section
4A-203(a) (1), rights and obligations arising under this section
or Section 4A-203 may not be varied by agreenent

4A- 203. Unenforceability of Certain Verified Paynment
Or ders.

(a) If an accepted paynent order is not, under Section
4A-202(a), an authorized order of a customer identified as
sender, but is effective as an order of the custoner pursuant to
Section 4A-202(b), the follow ng rul es apply:

(1) By express witten agreenent, the receiving bank may
limt the extent to which it is entitled to enforce or retain
paynment of the paynment order.

(2) The receiving bank is not entitled to enforce or

retain paynment of the paynent order if the custoner proves that
the order was not caused, directly or indirectly, by a person

(i) entrusted at any tinme with duties to act for the custoner

Wi th respect to paynment orders or the security procedure, or (ii)
who obt ai ned access to transmtting facilities of the custoner or
who obt ai ned, froma source controlled by the custonmer and

Wi t hout authority of the receiving bank, information facilitating
breach of the security procedure, regardl ess of how the

i nformati on was obtai ned or whether the customer was at fault.

I nformation i ncludes any access device, conputer software, or the
li ke.

(b) This section applies to anendnents of paynent orders
to the sane extent it applies to paynent orders.

4A- 204. Refund of Paynent and Duty of Custoner to Report
Wi t h Respect to Unauthorized Paynment Order.

(a) If a receiving bank accepts a paynent order issued in

the name of its customer as sender which is (i) not authorized
and not effective as the order of the Customer under Section
4A-202, or (ii) not enforceable, in whole or in part, against the
customer under Section 4A-203, the bank shall refund any paynent
of the paynment order received fromthe custoner to the extent the
bank is not entitled to enforce paynent and shall pay interest on
the refundabl e anobunt cal culated fromthe date the bank received
paynment to the date of the refund. However, the custoner is not
entitled to interest fromthe bank on the amobunt to be refunded
if the custoner fails to exercise ordinary care to determ ne that
t he order was not authorized by the customer and to notify the
bank of the relevant facts within a reasonable tinme not exceeding
90 days after the date the customer received notification from

t he bank that the order was accepted or that the custoner's
account was debited with respect to the order. The bank is not



entitled to any recovery fromthe custonmer on account of a
failure by the custoner to give notification as stated in this
secti on.

(b) Reasonabl e tinme under subsection (a) may be fixed by
agreenment as stated in Section 1-204(1), but the obligation of a
receiving bank to refund paynment as stated in subsection (a) may
not otherw se be varied by agreenent.

4A- 205. Erroneous Paynent Orders.

(a) If an accepted paynent order was transmtted pursuant

to a security procedure for the detection of error and the
paynment order (i) erroneously instructed paynent to a
beneficiary not intended by the sender, (ii) erroneously

i nstructed paynent in an anount greater than the anount intended
by the sender, or (iii) was an erroneously transmtted duplicate
of a paynment order previously sent by the sender, the follow ng
rul es apply:

(1) If the sender proves that the sender or a person acting on
behal f of the sender pursuant to Section 4A-206 conplied with the
security procedure and that the error would have been detected if
t he receiving bank had al so conplied, the sender is not obliged
to pay the order to the extent stated in paragraphs (2) and (3).

(2) If the funds transfer is conpleted on the basis of an
erroneous paynent order described in clause (i) or (iii) of
subsection (a), the sender is not obliged to pay the order and
the receiving bank is entitled to recover fromthe beneficiary
any amount paid to the beneficiary to the extent allowed by the
| aw governi ng m stake and restitution.

(3) If the funds transfer is conpleted on the basis of a
paynment order described mclause (ii) of subsection (a), the
sender is not obliged to pay the order to the extent the anount
received by the beneficiary is greater than the anmount intended
by the sender. In that case, the receiving bank is entitled to
recover fromthe beneficiary the excess anount received to the
extent allowed by the | aw governi ng m stake and restitution.

(b) If (i) the sender of an erroneous paynent order

described in subsection (a) is not obliged to pay all or part of
the order, and (ii) the sender receives notification fromthe
recei ving bank that the order was accepted by the bank or that

t he sender's account was debited with respect to the order, the
sender has a duty to exercise ordinary care, on the basis of

i nformati on available to the sender, to discover the error with
respect to the order and to advise the bank of the relevant facts
Wit hin a reasonable tine, not exceeding 90 days, after the

bank's notification was received by the sender. If the bank
proves that the sender failed to performthat duty, the sender is
|iable to the bank for the |loss the bank proves it incurred as a
result of the failure, but the liability of the sender nay not
exceed the anount of the sender's order.



(c) This section applies to anendnents to paynent orders
to the sane extent it applies to paynent orders.

4A- 206. Transm ssion of Paynment Order Through
Funds- Transfer or O her Communi cation System

(a) If a paynent order addressed to a receiving bank is
transmitted to a funds transfer systemor other third-party
conmuni cati on systemfor transmttal to the bank, the systemis
deenmed to be an agent of the sender for the purpose of
transmtting the paynent order to the bank. If there is a

di screpancy between the ternms of the paynment order transmtted to
the systemand the terns of the paynent order transmtted by the
systemto the bank, the ternms of the paynent order of the sender
are those transmtted by the system This section does not apply
to a funds-transfer system of the Federal Reserve Banks.

(b) This section applies to cancellations and anmendnents
of payment orders to the sanme extent it applies to paynent
or ders.

4A- 207. M sdescri ption of Beneficiary.

(a) Subject to subsection (b), if, in a paynment order

recei ved by the beneficiary's bank, the nane, bank account
nunber, or other identification of the beneficiary refers to a
nonexi stent or unidentifiable person or account, no person has
rights as a beneficiary of the order and acceptance of the order
cannot occur.

(b) If a paynent order received by the beneficiary's bank
identifies the beneficiary both by nane and by an identifying or
bank account nunber and the name and nunber identify different
persons, the follow ng rules apply:

(1) Except as otherw se provided in subsection (c), if the
beneficiary's bank does not know that the nane and nunber refer
to different persons, it may rely on the nunber as the proper
identification of the beneficiary of the order. The beneficiary's
bank need not determ ne whether the nane and nunber refer to the
same person

(2) If the beneficiary's bank pays the person identified

by name or knows that the name and nunber identify different
persons, no person has rights as beneficiary except the person
paid by the beneficiary's bank if that person was entitled to
recei ve paynent fromthe originator of the funds transfer. If no
person has rights as beneficiary, acceptance of the order cannot
occur .

(c) If (i) a paynment order described in subsection (b) is
accepted, (ii) the originator's paynent order described the
beneficiary inconsistently by name and nunber, and (iii) the
beneficiary's bank pays the person identified by nunber as



permtted by subsection (b)(1), the follow ng rules apply:

(1) If the originator is a bank, the originator is obliged
to pay its order.

(2) If the originator is not a bank and proves that the

person identified by nunber was not entitled to receive paynent
fromthe originator, the originator is not obliged to pay its
order unless the originator's bank proves that the originator,
bef ore acceptance of the originator's order, had notice that
paynment of a paynment order issued by the originator m ght be nade
by the beneficiary's bank on the basis of an identifying or bank
account nunber even if it identifies a person different fromthe
naned beneficiary. Proof of notice nay be nade by any adm ssible
evi dence. The originator's bank satisfies the burden of proof if
it proves that the originator, before the paynent order was
accepted, signed a witing stating the information to which the
notice rel ates.

(d) I'n a case governed by subsection (b)(1), if the

beneficiary's bank rightfully pays the person identified by
nunber and that person was not entitled to receive paynent from
the originator, the anmount paid may be recovered fromthat person
to the extent allowed by the | aw governing m stake and
restitution as follows:

(1) If the originator is obliged to pay its paynment order
as stated in subsection (c), the originator has the right to
recover.

(2) if the originator is not a bank and is not obliged to
pay its paynent order, the originator's bank has the right to
recover.

4A- 208. M sdescription of Internediary Bank or
Beneficiary's Bank

(a) This subsection applies to a paynent order identifying
an intermedi ary bank or the beneficiary's bank only by an
i denti fyi ng nunber.

(1) The receiving bank may rely on the nunber as the
proper identification of the internmediary or beneficiary's bank
and need not determ ne whether the nunber identifies a bank.

(2) The sender is obliged to conpensate the receiving bank

for any | oss and expenses incurred by the receiving bank as a
result of its reliance on the nunber in executing or attenpting
to execute the order.

(b) This subsection applies to a paynent order identifying

an intermedi ary bank or the beneficiary's bank both by nane and
an identifying nunber if the nane and nunber identify different
persons.



(1) If the sender is a bank, the receiving bank may rely

on the nunber as the proper identification of the internediary or
beneficiary's bank if the receiving bank, when it executes the
sender's order, does not know that the name and nunber identify
di fferent persons. The receiving bank need not determ ne whet her
t he name and nunber refer to the sane person or whether the
nunber refers to a bank. The sender is obliged to conpensate the
recei ving bank for any |oss and expenses incurred by the
receiving bank as a result of its reliance on the nunber in
executing or attenpting to execute the order.

(2) If the sender is not a bank and the receiving bank

proves that the sender, before the paynent order was accepted,
had notice that the receiving bank m ght rely on the nunber as
the proper identification of the internmediary or beneficiary's
bank even if it identifies a person different fromthe bank
identified by name, the rights and obligations of the sender and
t he receiving bank are governed by subsection (b)(1), as though
t he sender were a bank. Proof of notice may be made by any

adm ssi bl e evidence. The receiving bank satisfies the burden of
proof if it proves that the sender, before the paynment order was
accepted, signed a witing stating the information to which the
notice rel ates.

(3) Regardl ess of whether the sender is a bank, the

receiving bank may rely on the nane as the proper identification
of the internediary or beneficiary's bank if the receiving bank,
at the tinme it executes the sender's order, does not know that

t he name and nunber identify different persons. The receiving
bank need not determ ne whether the nane and nunber refer to the
same person

(4) If the receiving bank knows that the name and nunber

identify different persons, reliance on either the nanme or the
nunber in executing the sender's paynent order is a breach of the
obligation stated in Section 4A-302(a)(1).

4A- 209. Acceptance of Paynment Order.

(a) Subject to subsection (d), a receiving bank other than
the beneficiary's bank accepts a paynent order when it executes
the order.

(b) Subject to subsections (c) and (d), a beneficiary's
bank accepts a paynent order at the earliest of the follow ng
times:

(1) when the bank (i) pays the beneficiary as stated in

Section 4A-405(a) or 4A-405(b), or (ii) notifies the beneficiary
of receipt of the order or that the account of the beneficiary
has been credited with respect to the order unless the notice

i ndicates that the bank is rejecting the order or that funds with
respect to the order may not be withdrawn or used until receipt
of paynment fromthe sender of the order;

(2) when the bank receives paynment of the entire anmount of



the sender's order pursuant to Section 4A-403(a)(1) or
4A-403(a)(2); or

(3) the opening of the next funds-transfer business day of

t he bank foll owi ng the paynent date of the order if, at that
time, the anount of the sender's order is fully covered by a

wi t hdr awabl e credit bal ance in an authorized account of the
sender or the bank has otherw se received full paynment fromthe
sender, unless the order was rejected before that time or is
rejected within (i) one hour after that tine, or (ii) one hour
after the opening of the next business day of the sender
following the paynment date if that time is later. If notice of
rejection is received by the sender after the paynent date and
the aut horized account of the sender does not bear interest, the
bank is obliged to pay interest to the sender on the anount of
the order for the nunber of days elapsing after the paynent date
to the day the sender receives notice or learns that the order
was not accepted, counting that day as an el apsed day. If the

Wi t hdrawabl e credit bal ance during that period falls bel ow the
amount of the order, the anopunt of interest payable is reduced
accordi ngly.

(c) Acceptance of a paynent order cannot occur before the

order is received by the receiving bank. Acceptance does not
occur under subsection (b)(2) or (b)(3) if the beneficiary of the
paynment order does not have an account with the receiving bank,

t he account has been cl osed, or the receiving bank is not
permtted by law to receive credits for the beneficiary's
account .

(d) A paynent order issued to the originator's bank cannot

be accepted until the paynent date if the bank is the
beneficiary's bank, or the execution date if the bank is not the
beneficiary's bank. If the originator's bank executes the
originator's paynment order before the execution date or pays the
beneficiary of the originator's paynent order before the paynent
date and the paynment order is subsequently cancel ed pursuant to
Section 4A-211(b), the bank may recover fromthe beneficiary any
paynment received to the extent allowed by the | aw governing

m st ake and restitution.

4A-210. Rejection of Paynment Order.

(a) A paynent order is rejected by the receiving bank by a

notice of rejection transmtted to the sender orally,
electronically, or in witing. A notice of rejection need not use
any particular words and is sufficient if it indicates that the
receiving bank is rejecting the order or will not execute or pay
the order. Rejection is effective when the notice is given if
transm ssion is by a nmeans that is reasonable in the
circunmstances. If notice of rejection is given by a nmeans that is
not reasonable, rejection is effective when the notice is
received. |If an agreenent of the sender and receiving bank
establi shes the nmeans to be used to reject a paynent order, (i)
any neans conplying with the agreenent is reasonable and (ii) any



means not conplying is not reasonable unless no significant del ay
in receipt of the notice resulted fromthe use of the
nonconpl yi ng neans.



