
No. 5935HOUSE
By Miss Travinski of Southbridge, petition of Marilyn L. Travinski

relative to the transfer of funds in banking institutions. Banks and
Banking.

In the Year One Thousand Nine Hundred and Ninety

An Act relative to funds transfers.

Be it enacted by the Senate and House of Representatives in General
Court assembled, and by the authority of the same, as follows:

1 SECTION 1. Chapter 106 of the General Laws, as appearing
2 in the 1984 Official Edition, is amended by inserting immediately
3 following Article 4, Article 4A reading as follows:

4 ARTICLE 4A, FUNDS TRANSFERS
5 PART 1
6 SUBJECT MATTER AND DEFINITIONS

7 Section

8 4A-101. Short Title
9 4A-102. Subject Matter

10 4A-103. Payment Order
11 4A-104. Funds Transfer
12 4A-105. Other Definitions
13 4A-106. Time Payment Order is Received
14 4A-107. Federal Reserve Regulations and Operating
15 Circulars
16 4A-108. Exclusion of Consumer Transaction
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19

20 4A-201. Security Procedure
4A-202. Authorized and Verified Payment Orders
4A-203. Unenforceability of Certain Verified

21
22
23 Payment Orders
24 4A-204. Refund of Payment and Duty of Customer
25 to Report With Respect to Unauthorized
26 Payment Order

4A-205. Erroneous Payment Orders27
28 4A-206. Transmission of Payment Order Through

Funds Transfer or Other Communication29
30 System

4A-207. Misdescription of Beneficiary31
4A-208. Misdescription of Intermediary Bank or32

Beneficiary’s Bank33
4A-209. Acceptance of Payment Order
4A-210. Rejection of Payment Order

34
35

4A-211. Cancellation and Amendment of Payment36
37 Order

4A-212. Liability and Duty of Receiving Bank
Regarding Unaccepted Payment Order

38
39

40
41
42

43

4A-301. Execution and Execution Date44
45 4A-302. Obligations and Receiving Bank in Execution

of Payment Order46

18 ISSUE AND ACCEPTANCE OF PAYMENT ORDER

PART 3
EXECUTION OF SENDER’S PAYMENT ORDER

BY RECEIVING BANK

17 PART 2

Section

Section

4A-303. Erroneous Execution of Payment Order
4A-304. Duty of Sender to Report Erroneously

47
48

Execution Payment Order49
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4A-305. Liability for Late or Improper Execution50
or Failure to Execute Payment Order51

52
53

54

4A-401. Payment Date55
4A-402. Obligation of Sender to Pay Receiving Bank
4A-403. Payment by Sender to Receiving Bank
4A-404. Obligation of Beneficiary’s Bank to Pay and

56
57
58

Give Notice to Beneficiary59
4A-405. Payment by Beneficiary’s Bank to Beneficiary
4A-406. Payment by Originator to Beneficiary;

60
61

Discharge of Underlying Obligation62

63
64

65

4A-501. Variation by Agreement and Effect of Funds66
67 Transfer System Rule

4A-502. Creditor Process Served on Receiving Bank;68
Setoff by Beneficiary’s Bank69

70 4A-503. Injunction or Restraining Order with Respect
71 to Funds Transfer
72 4A-504. Order in Which Items and Payment Orders
73 May be Charged to Account; Order of

Withdrawals From Account74
75 4A-505. Preclusion of Objection to Debit of Customer’s
76 Account
77 4A-506. Rate of Interest
78 Choice of Law

PART 4
PAYMENT

PART 5
MISCELLANEOUS PROVISIONS

Section

Section
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79
80

81
82

Section 4A-101. SHORT TITLE.83
This Article may be cited as Uniform Commercial Code

Funds Transfers.
84
85

Section 4A-102. SUBJECT MATTER.86
Except as otherwise provided in Section 4A-108, this Article

applies to funds transfers defined in Section 4A-104.
87
88

Section 4A-103. PAYMENT ORDER DEFINITIONS
(a) In this Article:

89
90

(1) “Payment order” means an instruction of a sender to a
receiving bank, transmitted orally, electronically, or in writing,
to pay, or to cause another bank to pay, a fixed or determinable
amount of money to a beneficiary if;

91
92
93
94

(i) the instruction does not state a condition to payment
to the beneficiary other than time of payment,

95
96

(ii) the receiving bank is to be reimbursed by debiting an
account of, or otherwise receiving payment from, the sender, and

97
98

(iii) the instruction is transmitted by the sender directly to
the receiving bank or to an agent, funds-transfer system, or
communication system for transmittal to the receiving bank.

99
100
101

(2) “Beneficiary” means the person to be paid by the
beneficiary’s bank.

102
103

(3) “Beneficiary’s bank” means the bank identified in a
payment order in which an account of the beneficiary is to be
credited pursuant to the order or which otherwise is to make
payment to the beneficiary if the order does not provide for
payment to an account.

104
105
106
107
108

(4) “Receiving bank” means the bank to which the sender’s
instruction is addressed.

109
110

(5) “Sender” means the person giving the instruction to the
receiving bank.

111
I 12
113 (b) If an instruction complying with subsection (a) (1) is to

make more than one payment to a beneficiary, the instruction is
a separate payment order with respect to each payment.

I 14
115

ARTICLE 4A
FUNDS TRANSFERS

PART 1
SUBJECT MATTER AND DEFINITIONS
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(c) A payment order is issued when it is sent to the receiving
bank.

116
117

Section 4A-104. FUNDS TRANSFER DEFINITIONS.118
In this Article:119
(a) “Funds transfer" means the series of transactions, beginning

with the originator’s payment order, made for the purpose of
making payment to the beneficiary of the order. The term includes
any payment order issued by the originator’s bank or an
intermediary bank intended to carry out the originator’s payment
order. A funds transfer is completed by acceptance by the
beneficiary’s bank of a payment order for the benefit of the
beneficiary of the originator’s payment order.

120
121
122
123
124
125
126
127

(b) “Intermediary bank" means areceiving bank other than the
originator’s bank or the beneficiary’s bank.

128
129

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

130
131

(d) “Originator’s bank” means (i) the receiving bank to which
the payment order of the originator is issued if the originator is
not a bank, or (ii) the originator if the originator is a bank.

132
133
134

Section 4A-105. OTHER DEFINITIONS.135
136 (a) In this Article;
137 (1) “Authorized account" means a deposit account of a

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

138
139
140
141
142
143
144 (2) “Bank” means a person engaged in the business of

banking and includes a savings bank, savings and loan
association, credit unit, and trust company. A branch or separate
office of a bank is a separate bank for purposes of this Article.

145
146
147
148 (3) “Customer” means a person, including a bank, having an

account with a bank or from whom a bank has agreed to receive
payment orders.

149
150
151 (4) “Funds-transfer business day” of a receiving bank means

the part of a day during which the receiving bank is open for the
receipt, processing, and transmittal of payment orders and
cancellations and amendments of payment orders.

152
153
154
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155 (5) “Funds-transfer system” means a wire transfer network,
automated clearing house, or other communication system of a
clearing house or other association of banks through which a
payment order of a bank may be transmitted to the bank to which
the order is addressed.

156
157
158
159

(6) “Good faith” means honesty in fact and the observance
of reasonable commercial standards of fair dealing.

160
161

(7) “Prove” with respect to a fact means to meet the burden
of establishing the fact (Section 1-201(8)).

162
163

(b) Other definitions applying to the Article and the sections164
in which they appear are;165

“Acceptance”166 Section 4A-209
Section 4A-103
Section 4A-103
Section 4A-301
Section 4A-301
Section 4A-104
Section 4A-501
Section 4A-104
Section 4A-104
Section 4A-104

“Beneficiary”167
“Beneficiary’s bank”168
“Executed”169

170 “Execution date”
171 “Funds transfer”

“Funds-transfer system rule”172
“Intermediary bank”173
“Originator”174
“Originator’s bank”175
“Payment by beneficiary’s

bank to beneficiary”
176
177

“Payment by originator to
beneficiary”

178
179

“Payment by sender to
receiving bank”

180
Section 4A-403
Section 4A-401
Section 4A-103
Section 4A-103
Section 4A-201
Section 4A-103

181
“Payment date”182
“Payment order”183
“Receiving bank”184
“Security procedure”185
“Sender”186

187 (c) The following definitions in Article 4 apply to this Article;
188 “Clearinghouse” Section 4-104
189 “Item” Section 4-104
190 “Suspends payments” Section 4-104

Section 4A-405

Section 4A-406
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(d) In addition Article 1 contains general definitions and
principles of construction and interpretation applicable
throughout this Article.

191
192
193

Section 4A-106. TIME PAYMENT ORDER IS RECEIVED.194
(a) The time of receipt of a payment order or communication

cancelling or amending a payment order is determined by therules
applicable to receipt of a notice stated in Section 1-201(27). A
receiving bank may fix a cut-off time or times on a funds-transfer
business day for the receipt and processing of payment orders and
communications cancelling or amending payment orders.
Different cut-off times may apply to payment orders, cancella-
tions, or amendments, or to different categories of payment
orders, cancellations, or amendments. A cut-off time may apply
to senders generally or different cut-off times may apply to
different senders or categories of payment orders. If a payment
order or communication cancelling or amending a payment order
is received after the close of a funds-transfer business day or after
the appropriate cut-off time on a funds-transfer business day, the
receiving bank may treat the payment order or communication
as received at the opening of the next funds-transfer business day.

195
196
197
198
199
200
201
202
203
204
205
206
207
208
209
210
211 (b) If this Article refers to an execution date or payment date

or states a day on which areceiving bank is required to take action,
and the date or day does not fall on a funds-transfer business day,
the next day that is a funds-transfer business day is treated as the
date or day stated, unless the contrary is stated in this Article.

212
213
214
215
216 Section 4A-107. FEDERAL RESERVE REGULATIONS

AND OPERATING CIRCULARS217
218 Regulations of the Board 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.

219
220
221
222 Section 4A-108. EXCLUSION OF CONSUMER TRANS-

ACTIONS GOVERNED BY FEDERAL LAW.223
224 This Article does not apply to afunds transfer any part of which

is governed by the Electronic Fund Transfer Act of 1978 (Title
XX, Public Law 95-630, 92 Stat. 3728, 15 U.S.C. 1693 et seq.)
as amended from time to time.

225
226
11l
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229 ISSUE AND ACCEPTANCE OF PAYMENT ORDER

Section 4A-201. SECURITY PROCEDURE.

228 PART 2

234
235
236
237
238
239
240
241

Section 4A-202. AUTHORIZED AND VERIFIED PAY-
MENT ORDERS.

242
243

(a) A payment order received by the receiving bank is the
authorized order of the person identified as sender if that person
authorized the order or is otherwise bound by it under the law
of agency.

244
245
246
247

(b) If a bank and its customer have agreed that the authenticity
of payment orders issued to the bank in the name of the customer
as sender will be verified pursuant to a security procedure, a
payment order received by the receiving bank is effective as the
order of the customer, whether or not authorized, if (i) the
security procedure is a commercially reasonable method of
providing security against unauthorized payment orders,
and (ii) the bank proves that it accepted the payment order in
good faith and in compliance with the security procedure and any
written agreement or instruction of the customer restricting
acceptance of payment orders issued in the name of the customer.
The bank is not required to follow an instruction that violates a
written agreement with the customer or notice of which is not
received at a time and in a manner affording the bank a reasonable
opportunity to act on it before the payment order is accepted.

248
249
250
251
252
253
254
255
256
257
258
259
260
261
262

(c) Commercial reasonableness of a security procedure is a
question of law to be determined by considering the wishes of the
customer expressed to the bank, the circumstances of the customer
known to the bank, including the size, type, and frequency of

263
264
265
266

“Security procedure” means a procedure established by
agreement of a customer and a receiving bank for the purpose
of (i) verifying that a payment order or communication
amending or cancelling a payment order is that of the customer,
or (ii) detecting error in the transmission or the content of the
payment order or communication. A security procedure may
require the use of algorithms or other codes, identifying words
or numbers, encryption, callback procedures, or similar security
devices. Comparison of a signature on a payment order or
communication with an authorized specimen signature of the
customer is not by itself a security procedure.

8
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payment orders normally issued by the customer to the bank,
alternative security procedures offered to the customer, and
security procedures in general use by customers and receiving
banks similarly situated, A security procedure is deemed to be
commercially reasonable if (i) the security procedure was chosen
by the customer after the bank offered, and the customer refused,
a security procedure that was commercially reasonable for that
customer, and (ii) the customer expressly agreed in writing to be
bound by any payment order, whether or not authorized, issued
in its name and accepted by the bank in compliance with the
security procedure chosen by the customer.

267
268
269
270
271
272
273
274
275
276
11l

(d) The term “sender” in this Article includes the customer in
whose name a payment order is issued ifthe order is the authorized
order of the customer under subsection (a), or it is effective as
the order of the customer under subsection (b).

278
279
280
281

(e) This section applies to amendments and cancellations of
payment orders to the same extent it applies to payment orders.

282
283

(f) Except as provided in this section and in Section 4A-
-203(a)(10), rights and obligations arising under this section or
Section 4A-203 may not be varied by agreement.

284
285
286
287 Section 4A-203. UNENFORCEABILITY OF CERTAIN

VERIFIED PAYMENT ORDERS.288
289 (a) If an accepted payment 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 customer pursuant to Section 4A-
-202(b), the following rules apply:

290
291
292
293 (1) By express written agreement, the receiving bank may

limit the extent to which it is entitled to enforce or retain payment
of the payment order.

294
295
296 (2) The receiving bank is not entitled to enforce or retain

payment of the payment order if the customer proves that the
order was not caused, directly or indirectly, by a per-
son (i) entrusted at any time with duties to act for the customer
with respect to payment orders or the security procedure,
or (ii) who obtained access to transmitting facilities of the
customer or who obtained, from a source controlled by the
customer and without authority of the receiving bank, infor-
mation facilitating breach of the security procedure, regardless of
how the information was obtained or whether the customer was

297
298
299
300
301
302
303
304
305
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306 at fault. Information includes any access device, computer
software, or the like.307

(b) This section applies to amendments of payment orders to
the same extent it applies to payment orders.

308
309

Section 4A-204. REFUND OF PAYMENT AND DUTY OF
CUSTOMER TO REPORT WITH RESPECT TO UNAUTHO-
RIZED PAYMENT ORDER.

310
311
312

(a) If a receiving bank accepts a payment 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 payment of the
payment order received from the customer to the extent the bank
is not entitled to enforce payment and shall pay interest on the
refundable amount calculated from the date the bank received
payment to the date of the refund. However, the customer is not
entitled to interest from the bank on the amount to be refunded
if the customer fails to exercise ordinary care to determine that
the order was not authorized by the customer and to notify the
bank of the relevant facts within a reasonable time not exceeding
90 days after the date the customer received notification from the
bank that the order was accepted or that the customer’s account
was debited with respect to the order. The bank is not entitled
to any recovery from the customer on account of a failure by the
customer to give notification as stated in this section.

313
314
315
316
317
318
319
320
321
322
323
324
325
326
327
328
329
330

(b) Reasonable time under subsection (a) may be fixed by
agreement as stated in Section 1-204(1), but the obligation of a
receiving bank to refund payment as stated in subsection (a) may
not otherwise be varied by agreement.

331
332
333
334

Section 4A-205. ERRONEOUS PAYMENT ORDERS335
336 (a) If an accepted payment order was transmitted pursuant to

a security procedure for the detection of error and the payment
order (i) erroneously instructed payment to a beneficiary not
intended by the sender, (ii) erroneously instructed payment in an
amount greater than the amount intended by the sender,
or (iii) was an erroneously transmitted duplicate of a payment
order previously sent by the sender, the following rules apply:

337
338
339
340
341
342

(I) If the sender proves that the sender or a person acting
on behalf of the sender pursuant to Section 4A-206 complied with
the security procedure and that the error would have been detected

343
344
345
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if the receiving bank had also complied, the sender is not obliged
to pay the order to the extent stated in paragraphs (2) and (3).

346
347

(2) If the funds transfer is completed on the basis of an
erroneous payment 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 from the beneficiary any
amount paid to the beneficiary to the extent allowed by the law
governing mistake and restitution.

348
349
350
351
352
353

(3) If the funds transfer is completed on the basis of a
payment order described in clause (ii) of subsection (a) the
sender is not obliged to pay the order to the extent the amount
received by the beneficiary is greater than the amount intended
by the sender. In that case, the receiving bank is entitled to recover
from the beneficiary the excess amount received to the extent
allowed by the law governing mistake and restitution.

354
355
356
357
358
359
360

(b) If (i) the sender of an erroneous payment order described
in subsection (a), is not obliged to pay all or part of the order,
and (ii) the sender receives notification from the receiving bank
that the order was accepted by the bank or that the sender’s
account was debited with respect to the order, the sender has a
duty to exercise ordinary care, on the basis of information
available to the sender, to discover the error with respect to the
order and to advise the bank of the relevant facts within a
reasonable time, not exceeding 90 days, after the bank’s
notification was received by the sender. If the bank proves that
the sender failed to perform that duty, the sender is liable to the
bank for the loss the bank proves it incurred as a result of the
failure, but the liability of the sender may not exceed the amount
of the sender’s order.

361
362
363
364
365
366
367
368
369
370
371
372
373
374
375 (c) This section applies to amendments to payment orders to

the same extent it applies to payment orders.376
377 Section 4A-206. TRANSMISSION OF PAYMENT ORDER

THROUGH FUNDS-TRANSFER OR OTHER COMMUNI-
CATION SYSTEM.

378
379
380 (a) If a payment order addressed to a receiving bank is

transmitted to a funds-transfer system or other third-party
communication system for transmittal to the bank, the system is
deemed to be an agent of the sender for the purpose of transmitting
the payment order to the bank. If there is a discrepancy between
the terms of the payment order transmitted to the system and the

381
382
383
384
385
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386 terms of the payment order transmitted by the system to the bank,
the terms of the payment order of the sender are those transmitted
by the system. This section does not apply to a funds-transfer
system of the Federal Reserve Banks.

387
388
389

(b) This section applies to cancellation and amendments of
payment orders to the same extent it applies to payment orders.

390
391

Section 4A-207. MISDESCRIPTION OF BENEFICIARY392
(a) Subject to subsection (b), if, in a payment order received

by the beneficiary’s bank, the name, bank account number, or
other identification of the beneficiary refers to a nonexistent or
unidentifiable person or account, no person has rights as a
beneficiary of the order and acceptance of the order cannot occur.

393
394
395
396
397

(b) If a payment order received by the beneficiary’s bank
identifies the beneficiary both by name and by an identifying or
bank account number and the name and number identify different
persons, the following rules apply;

398
399
400
401
402 (1) Except as otherwise provided in subsection (c), if the

beneficiary’s bank does not know that the name and number refer
to different persons, it may rely on the number as the proper
identification of the beneficiary of the order. The beneficiary’s
bank need not determine whether the name and number refer to
the same person.

403
404
405
406
407

(2) If the beneficiary’s bank pays the person identified by
name or knows that the name and number identify different
persons, no person has rights as beneficiary except the person paid
by the beneficiary’s bank if that person was entitled to receive
payment from the originator of the funds transfer. If no person
has rights as beneficiary, acceptance of the order cannot occur.

408
409
410
411
412
413

(c) If (i) a payment order described in subsection (b) is
accepted, (ii) the originator’s payment order described the
beneficiary inconsistently by name and number, and (iii) the
beneficiary’s bank pays the person identified by number as
permitted by subsection (b)(1), the following rules apply:

414
415
416
417
418

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

419
420
421 (2) If the originator is not a bank and proves that the person

identified by number was not entitled to receive payment from
the originator, the originator is not obliged to pay its order unless
the originator’s bank proves that the originator, before acceptance of
the originator’s order, had notice that payment of a payment order

422
423
424
425
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issued by the originator might be made by the beneficiary’s bank
on the basis of an identifying or bank account number even if it
identifies a person different from the named beneficiary. Proof
of notice may be made by any admissible evidence. The
originator’s bank satisfies the burden of proof if it proves that the
originator, before the payment order was accepted, signed a
writing stating the information to which the notice relates.

426
427
428
429
430
431
432

(d) In a case governed by subsection (b)(1), if the beneficiary’s
bank rightfully pays the person identified by number and that
person was not entitled to receive payment from the originator,
the amount paid may be recovered from that person to the extent
allowed by the law governing mistake and restitution as follows:

433
434
435
436
437

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

438
439

(2) If the originator is not a bank and is not obliged to pay
its payment order, the originator’s bank has the right to recover.

440
441

Section 4A-208. MISDESCRIPTION OF INTERME-
DIARY BANK OR BENEFICIARY’S BANK.

442
443

(a) This subsection applies to a payment order identifying an
intermediary bank or the beneficiary’s bank only by an identifying
number.

444
445
446
447 (1) The receiving bank may rely on the number as the proper

identification of the intermediary or beneficiary’s bank and need
not determine whether the number identifies a bank.

448
449
450 (2) The sender is obliged to compensate the receiving bank

for any loss and expenses incurred by the receiving bank as a result
of its reliance on the number in executing or attempting to execute
the order.

451
452
453
454 (b) This subsection applies to a payment order identifying an

intermediary bank or the beneficiary’s bank both by name and
an identifying number if the name and number identify different
persons.

455
456
457
458 (1) If the sender is a bank, the receiving bank may rely on

the number as the proper identification of the intermediary or
beneficiary’s bank if the receiving bank, when it executes the
sender’s order, does not know that the name and number identify
different persons. The receiving bank need not determine whether
the name and number refer to the same person or whether the
number refers to a bank. The sender is obliged to compensate the

459
460
461
462
463
464



HOUSE No. 5935 [June14

465 receiving bank for any loss and expenses incurred by the receiving
bank as a result of its reliance on the number in executing or
attempting to execute the order.

466
467

(2) If the sender is not a bank and the receiving bank proves
that the sender, before the payment order was accepted, had notice
that the receiving bank might rely on the number as the proper
identification of the intermediary or beneficiary’s bank even if it
identifies a person different from the bank identified by name, the
rights and obligations of the sender and the receiving bank are
governed by subsection (b)(1), as though the sender were a bank.
Proof of notice may be made by any admissible evidence. The
receiving bank satisfies the burden of proof if it proves that the
sender, before the payment order was accepted, signed a writing
stating the information to which the notice relates.

468
469
470
471
472
473
474
475
476
477
478

(3) Regardless of whether the sender is a bank, the receiving
bank may rely on the name as the proper identification of the
intermediary or beneficiary’s bank if the receiving bank, at the
time it executes the sender’s order, does not know that the name
and number identify different persons. The receiving bank need
not determine whether the name and number refer to the same
person.

479
480
481
482
483
484
485

(4) If the receiving bank knows that the name and number
identify different persons, reliance on either the name or the
number in executing the sender’s payment order is a breach of
the obligation stated in Section 4A-302(a)(l).

486
487
488
489

Section 4A-209. ACCEPTANCE OF PAYMENT ORDER.490
(a) Subject to subsection (d), a receiving bank other than the

beneficiary’s bank accepts a payment order when it executes the
order.

491
492
493

(b) Subject to subsections (c) and (d), a beneficiary’s bank
accepts a payment order at the earliest of the following times;

4V 4
49

'O (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 indicates
that the bank is rejecting the order or that funds with respect to
the order may not be withdrawn or used until receipt ot payment
from the sender of the order;

497
49H
499
300
50!
502
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(2) when the bank receives payment of the entire amount of
the sender’s order pursuant to Section 4A-403(a)(l) or 4A-
-403(a)(2); or

503
504
505

(3) the opening of the next funds-transfer business day of the
bank following the payment date of the order if, at that time, the
amount of the sender’s order is fully covered by a withdrawable
credit balance in an authorized account of the sender or the bank
has otherwise received full payment from the sender, unless the
order was rejected before that time or is rejected within (i) one
hour after that time, or (ii) one hour after the opening of the next
business day of the sender following the payment date ifthat time
is later. If notice of rejection is received by the sender after the
payment date and the authorized account of the sender does not
bear interest, the bank is obliged to pay interest to the sender on
the amount of the order for the number of days elapsing after the
payment date to the day the sender receives notice or learns that
the order was not accepted, counting that day as an elapsed day.
If the withdrawable credit balance during that period falls below
the amount of the order, the amount of interest payable is reduced
accordingly.

506
507
508
509
510
511
512
513
514
515
516
517
518
519
520
521
522

(c) Acceptance of a payment 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 payment
order does not have an account with the receiving bank, the
account has been closed, or the receiving bank is not permitted
by law to receive credits for the beneficiary’s account.

523
524
525
526
527
528
529 (d) A payment order issued to the originator’s bank cannot be

accepted until the payment 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 payment
order before the execution date or pays the beneficiary of the
originator’s payment order before the payment date and the
payment order is subsequently cancelled pursuant to Section 4A-
-211(b), the bank may recover from the beneficiary any payment
received to the extent allowed by the law governing mistake and
restitution.

530
531
532
533
534
535
536
537
538
539 Section 4A-210. REJECTION OF PAYMENT ORDER.
540 (a) A payment order is rejected by the receiving bank by a

notice of rejection transmitted to the sender orally, electronically.541
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or in writing. 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 transmission is by a means
that is reasonable in the circumstances. If notice of rejection is
given by a means that is not reasonable, rejection is effective when
the notice is received. If an agreement of the sender and receiving
bank establishes the means to be used to reject a payment
order, (i) any means complying with the agreement is reasonable
and (ii) any means not complying is not reasonable unless no
significant delay in receipt of the notice resulted from the use of
the noncomplying means.

542
543
544
545
546
547
548
549
550
551
552
553

(b) This subsection applies if a receiving bank other than the
beneficiary’s bank fails to execute a payment order despite the
existence on the execution date of a withdrawable credit balance
in an authorized account of the sender sufficient to cover the
order. If the sender does not receive notice of rejection of the order
on the execution date and the authorized account of the sender
does not bear interest, the bank is obliged to pay interest to the
sender on the amount of the order for the number of days elapsing
after the execution date to the earlier of the day the order is cancel-
led pursuant to Section 4A-211(d) or the day the sender receives
notice or learns that the order was not executed, counting the final
day of the period as an elapsed day. If the withdrawable credit
balance during that period falls below the amount of the order,
the amount of interest is reduced accordingly.

554
555
556
557
558
559
560
561
562
563
564
565
566
567

(c) If a receiving bank suspends payments, all unaccepted
payment orders issued to it are deemed rejected at the time the
bank suspends payments.

568
569
570

(d) Acceptance of a payment order precludes a later rejection
of the order. Rejection of a payment order precludes a later
acceptance of the order.

571
572
573

Section 4A-211. CANCELLATION AND AMENDMENT
OF PAYMENT ORDER.

574
575

(a) A communication of the sender of a payment order
Cancelling or amending the order may be transmitted to the
receiving bank orally, electronically, or in writing. If a security
procedure is in effect between the sender and the receiving bank,
the communication is not effective to cancel or amend the order

576
577
578
579
580
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unless the communication is verified pursuant to the security
procedure or the bank agrees to the cancellation or amendment.

581
582

(b) Subject to subsection (a), a communication by the sender
cancelling or amending a payment order is effective to cancel or
amend the order if notice of the communication is received at a
time and in a manner affording the receiving bank a reasonable
opportunity to act on the communication before the bank accepts
the payment order.

583
584
585
586
587
588

(c) After a payment order has been accepted, cancellation or
amendment of the order is not effective unless the receiving bank
agrees or a funds-transfer system rule allows cancellation or
amendment without agreement of the bank.

589
590
591
592

(1) With respect to a payment order accepted by a receiving
bank other than the beneficiary’s bank, cancellation or
amendment is not effective unless a conforming cancellation or
amendment of the payment order issued by the receiving bank
is also made.

593
594
595
596
597
598 (2) With respect to a payment order accepted by the

beneficiary’s bank, cancellation or amendment is not effective
unless the order was issued in execution of an unauthorized
payment order, or because of a mistake by a sender in the funds
transfer which resulted in the issuance of a payment order (i) that
is a duplicate of a payment order previously issued by the
sender, (ii) that orders payment to a beneficiary not entitled to
receive payment from the originator, or (iii) that orders payment
in an amount greater than the amount the beneficiary was entitled
to receive from the originator. If the payment order is cancelled
or amended, the beneficiary’s bank is entitled to recover from the
beneficiary any amount paid to the beneficiary to the extent
allowed by the law governing mistake and restitution.

599
600
601
602
603
604
605
606
607
608
609
610
611 (d) An unaccepted payment order is cancel led by operation

of law at the close of the fifth funds-transfer business day of the
receiving bank after the execution date or payment date of the
order.

612
613
614
615 (e) A cancelled payment order cannot be accepted. If an

accepted payment order is cancelled, the acceptance is nullified
and no person has any right or obligation based on the acceptance.
Amendment of a payment order is deemed to be cancellation of
the original order at the time of amendment and issue of a new
payment order in the amended form at the same time.

616
617
618
619
620
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621 (f) Unless otherwise provided in an agreement of the parties
or in a funds-transfer system rule, if the receiving bank, after
accepting a payment order, agrees to cancellation or amendment
of the order by the sender or is bound by a funds-transfer system
rule allowing cancellation or amendment without the bank’s
agreement, the sender, whether or not cancellation or amendment
is effective, is liable to the bank for any loss and expenses,
including reasonable attorneys’ fees, incurred by the bank as a
result of the cancellation or amendment or attempted cancellation
or amendment.

622
623
624
625
626
627
628
629
630
631 (g) A payment order is not revoked by the death or legal

incapacity of the sender unless the receiving bank knows of the
death or of an adjudication of incapacity by a court of competent
jurisdiction and has reasonable opportunity to act before
acceptance of the order.

632
633
634
635

(h) A funds-transfer system rule is not effective to the extent
it conflicts with subsection (c)(2).

636
637

Section 4A-212. LIABILITY AND DUTY OF RECEIVING
BANK REGARDING UNACCEPTED PAYMENT ORDER.

638
639
640 If a receiving bank fails to accept a payment order that it is

obliged to express agreement to accept, the bank is liable for
breach of the agreement to the extent provided in the agreement
or in this Article, but does not otherwise have any duty to accept
a payment order or, before acceptance, to take any action, or
refrain from taking action, with respect to the order except as
provided in this Article or by express agreement. Liability based
on acceptance arises only when acceptance occurs as stated in
Section 4A-209, and liability is limited to that provided in this
Article. A receiving bank is not the agent of the sender or
beneficiary of the payment order it accepts, or of any other party
to the funds transfer, and the bank owes no duty to any party
to the funds transfer except as provided in this Article or by
express agreement.

641
642
643
644
645
646
647
648
649
650
651
652
653

654
655
656

Section 4A-301. EXECUTION AND EXECUTION DATE,
(a) A payment order is “executed” by the receiving bank when

657
658

PART 3
EXECUTION OF SENDER’S PAYMENT

ORDER BY RECEIVING BANK



HOUSE - No. 59351990] 19

it issues a payment order intended to carry out the payment order
received by the bank. A payment order received by the
beneficiary’s bank can be accepted but cannot be executed.

659
660
661

(b) “Execution date” of a payment order means the day on
which the receiving bank may properly issue a payment order in
execution of the sender’s order. The execution date may be
determined by instruction of the sender but cannot be earlier than
the day the order is received and, unless otherwise determined,
is the day the order is received. If the sender’s instruction states
a payment date, the execution date is the payment date or an
earlier date on which execution is reasonably necessary to allow
payment to the beneficiary on the payment date.

662
663
664
665
666
667
668
669
670

Section 4A-302. OBLIGATIONS OF RECEIVING BANK
IN EXECUTION OF PAYMENT ORDER.

671
672

(a) Except as provided in subsections (b) through (d), if the
receiving bank accepts a payment order pursuant to Section 4A-
-209(a), the bank has the following obligations in executing the
order:

673
674
675
676
677 (1) The receiving bank is obliged to issue, on the execution

date, a payment order complying with the sender’s order and to
follow the sender’s instruction concerning (i) any intermediary
bank or funds-transfer system to be used in carrying out the funds
transfer, or (ii) the means by which payment orders are to be
transmitted in the funds transfer. If the originator’s bank issues
a payment order to an intermediary bank, the originator’s bank
is obliged to instruct the intermediary bank according to the
instruction of the originator. An intermediary bank in the funds
transfer is similarly bound by an instruction given to it by the
sender of the payment order it accepts.

678
679
680
681
682
683
684
685
686
687
688 (2) If the sender’s instruction states that the funds transfer

is to be carried out telephonically or by wire transfer or otherwise
indicates that the funds transfer is to be carried out by the most
expeditious means, the receiving bank is obliged to transmit its
payment order by the most expeditious available means, and to
instruct any intermediary bank accordingly. If a sender’s
instruction states a payment date, the receiving bank is obliged
to transmit its payment order at a time and by means reasonably
necessary to allow payment to the beneficiary on the payment date
or as soon thereafter as is feasible.

689
690
691
692
693
694
695
696
697
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698 (b) Unless otherwise instructed, a receiving bank executing a
payment order may (i) use any funds-transfer system if use of
that system is reasonable in the circumstances, and (ii) issue a
payment order to the beneficiary’s bank or to an intermediary
bank through which a payment order conforming to the sender’s
order can expeditiously be issued to the beneficiary’s bank if the
receiving bank exercises ordinary care in the selection of the
intermediary bank. A receiving bank is not required to follow an
instruction of the sender designating a funds-transfer system to
be used in carrying out the funds transfer if the receiving bank,
in good faith, determines that it is not feasible to follow the
instruction or that following the instruction would unduly delay
completion of the funds transfer.

699
700
701
702
703
704
705
706
707
708
709
710
71 1 (c) Unless subsection (a) (2) applies or the receiving bank is

otherwise instructed, the bank may execute a payment order by
transmitting its payment order by first class mail or by any means
reasonable in the circumstances. If the receiving bank is instructed
to execute the sender’s order by transmitting its payment order
by a particular means, the receiving bank may issue its payment
order by the means stated or by any means as expeditious as the
means stated.

712
713
714
715
716
717
718
719 (d) Unless instructed by the sender, (i) the receiving bank may

not obtain payment of its charges for services and expenses in
connection with the execution of the sender’s order by issuing a
payment order in an amount equal to the amount of the sender’s
order less the amount of the charges, and (ii) may not instruct
a subsequent receiving bank to obtain payment of its charges in
the same manner.

720
721
722
723
724
725

Section 4A-303. ERRONEOUS EXECUTION OF PAY-
MENT ORDER.

726
727

(a) A receiving bank that (i) executes thepayment order ofthe
sender by issuing a payment order, in an amount greater than the
amount of the sender’s order, or (ii) issues a payment order ill
execution of the sender’s order and then issues a duplicate order,
is entitled to payment of the amount of the sender’s order under
Section 4A-402(c) if that subsection is otherwise satisfied. The
bank is entitled to recover from the beneficiary of the erroneous
order the excess payment received to the extent allowed by the
law governing mistake and restitution.

728
729
730

31
in

34
IS

36
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(b) A receiving bank that executes the payment order of the
sender by issuing a payment order in an amount less than the
amount of the sender’s order is entitled to payment of the amount
of the sender’s order under Section 4A-402(c) if (i) that
subsection is otherwise satisfied and (ii) the bank corrects its
mistake by issuing an additional payment order for the benefit
ofthe beneficiary of the sender’s order. If the error is not corrected,
the issuer of the erroneous order is entitled to receive or retain
paymentfrom the sender of the order it accepted only to the extent
of the amount of the erroneous order. This subsection does not
apply if the receiving bank executes the sender's payment order
by issuing a payment order in an amount less than the amount
of the sender’s order for the purpose of obtaining payment of its
charges for services and expenses pursuant to instruction of the
sender.

737
738
739
740
741
742
743
744
745
746
747
748
749
750
751
752 (c) If a receiving bank executes the payment order of the sender

by issuing a payment order and the funds transfer is completed
on the basis of that error, the sender of the payment order that
was erroneously executed and all previous senders in the funds
transfer are not obliged to pay the payment orders they issued.
The issuer of the erroneous order is entitled to recover from the
beneficiary of the order the payment received to the extent allowed
by the law governing mistake and restitution.

753
754
755
756
757
758
759
760 Section 4A-304. DUTY OF SENDER TO REPORT

ERRONEOUSLY EXECUTED PAYMENT ORDER.761
762 If the sender of a payment order that is erroneously executed

as stated in Section 4A-303 receives notification from the receiving
bank that the order was executed or that the sender’s account was
debited with respect to the order, the sender has a duty to exercise
ordinary care to determine, on the basis of information available
to the sender, that the order was erroneously executed and to
notify the bank of the relevant facts within a reasonable time not
exceeding 90 days after the notification from the bank was
received by the sender. If the sender fails to perform that duty,
the bank is not obliged to pay interest on any amount refundable
to the sender under Section 4A-402(d) for the period before the
bank learns of the execution error. The bank is not entitled to
any recovery from the sender on account of a failure by the sender
to perform the duty stated in this section.

763
764
765
766
767
768
769
770
771
772
773
774
775
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776 Section 4A-305. LIABILITY FOR LATE OR IMPROPER
EXECUTION OR FAILURE TO EXECUTE PAYMENT
ORDER.

11l
778
779 (a) If a funds transfer is completed but execution of a payment

order by the receiving bank in breach of Section 4A-302 results
in delay in payment to the beneficiary, the bank is obliged to pay
interest to either the originator or the beneficiary of the funds
transfer for the period of delay caused by the improper execution.
Except as provided in subsection (c), additional damages are not
recoverable.

780
781
782
783
784
785

(b) If execution of a payment order by a receiving bank in
breach of Section 4A-302 results in (i) noncompletion of the
funds transfer, (ii) failure to use an intermediary bank designated
by the originator, or (iii) issuance of a payment order that does
not comply with the terms of the payment order of the originator,
the bank is liable to the originator for its expenses in the funds
transfer and for incidental expenses and interest losses, to the
extent not covered by subsection (a), resulting from the improper
execution. Except as provided in subsection (c), additional
damages are not recoverable.

786
787
788
789
790
791
792
793
794
795
796 (c) In addition to the amounts payable under subsections

(a) and (b), damages, including consequential damages, are
recoverable to the extent provided in an express written agreement
of the receiving bank.

797
798
799

(d) If a receiving bank fails to execute a payment order it was
obliged by express agreement to execute, the receiving bank is
liable to the sender for its expenses in the transaction and for
incidental expenses and interest losses resulting from the failure
to execute. Additional damages, including consequential
damages, are recoverable to the extent provided in an express
written agreement of the receiving bank, but are not otherwise
recoverable.

800
801
802
803
804
805
806
807

(e) Reasonable attorneys’ fees are recoverable if demand for
compensation under subsection (a) or (b) is made and retused
before an action is brought on the claim. 11 a claim is made for
breach of an agreement under subsection (d) and the agreement
does not provide for damages, reasonable attorneys’ fees are
recoverable if demand for compensation under subsection (d) is
made and refused before an action is brought on the claim.

808
809
810
811
812
813
814



HOUSE - No. 59351990] 23

(f) Except as stated in this section, the liability of a receiving
bank under subsections (a) and (b) may not be varied by
agreement.

815
816
817

818
819

Section 4A-401. PAYMENT DATE.820
“Payment date” of a payment order means the day on which

the amount of the order is payable to the beneficiary by the
beneficiary’s bank. The payment date may be determined by
instruction of the sender but cannot be earlier than the day the
order is received by the beneficiary’s bank and, unless otherwise
determined, is the day the order is received by the beneficiary’s
bank.

821
822
823
824
825
826
827

Section 4A-402. OBLIGATION OF SENDER TO PAY
RECEIVING BANK.

828
829
830 (a) This section is subject to Sections 4A-205 and 4A-207.

(b) With respect to a payment order issued to the beneficiary’s
bank, acceptance of the order by the bank obliges the sender to
pay the bank the amount of the order, but payment is not due
until the payment date of the order.

831
832
833
834
835 (c) This subsection is subject to subsection (e) and to

Section 4A-303. With respect to a payment order issued to a
receiving bank other than the beneficiary’s bank, acceptance of
the order by the receiving bank obliges the sender to pay the bank
the amount of the sender’s order. Payment by the sender is not
due until the execution date of the sender’s order. The obligation
of that sender to pay its payment order is excused if the funds
transfer is not completed by acceptance by the beneficiary’s bank
of a payment order instructing payment to the beneficiary of that
sender’s payment order.

836
837
838
839
840
841
842
843
844
845 (d) If the sender of a payment order pays the order and was

not obliged to pay all or part of the amount paid, the bank
receiving payment is obliged to refund payment to the extent the
sender was not obliged to pay. Except as provided in Sections 4A-
-204 and 4A-304, interest is payable on the refundable amount
from the date of payment.

846
847
848
849
850
851 (e) If a funds transfer is not completed as stated in

subsection (c) and an intermediary bank is obliged to refund852

PART 4
PAYMENT
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853 payment as stated in subsection (d) but is unable to do so because
not permitted by applicable law or because the bank suspends
payments, a sender in the funds transfer that executed a payment
order in compliance with an instruction, as stated in Section 4A-
-302(a)(1), to route the funds transfer through that intermediary
bank is entitled to receive or retain payment from the sender of
the payment order that it accepted. The first sender in the funds
transfer that issued an instruction requiring routing through that
intermediary bank is subrogated to the right of the bank that paid
the intermediary bank to refund as stated in subsection (d).

854
855
856
857
858
859
860
861
862

(f) The right of the sender of a payment order to be excused
from the obligation to pay the order as stated in subsection (c) or
to receive refund under subsection (d) may not be varied by
agreement.

863
864
865
866

Section 4A-403. PAYMENT BY SENDER TO RECEIVING
BANK.

867
868

(a) Payment of the sender’s obligation under Section 4A-402
to pay the receiving bank occurs as follows:

869
870

(1) If the sender is a bank, payment occurs when the receiving
bank receives final settlement of the obligation through a Federal
Reserve Bank or through a funds-transfer system.

871
872
873

(2) If the sender is a bank and the sender (i) credited an
account of the receiving bank with the sender, or (ii) caused an
account of the receiving bank in another bank to be credited,
payment occurs when the credit is withdrawn or, if not withdrawn,
at midnight of the day on which the credit is withdrawable and
the receiving bank learns of that fact.

874
875
876
877
878
879

(3) If the receiving bank debits an account of the sender with
the receiving bank, payment occurs when the debit is made to the
extent the debit is covered by a withdrawable credit balance in
the account.

880
881
882
883
BS4 (b) If the sender and receiving bank are members of a funds-

transfer system that nets obligations multilaterally among
participants, the receiving bank receives final settlement when
settlement is complete in accordance with the rules of the system.
The obligation of the sender to pay the amount of a payment order
transmitted through the funds-transfer system may be satisfied,
to the extent permitted by the rules of the system, by setting olf
and applying against the sender’s obligation the right of the sender
to receive payment from the receiving bank of the amount ol any

885
886
887
888

SB9
890
891
892
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other payment order transmitted to the sender by the receiving
bank through the funds-transfer system. The aggregate balance
of obligations owed by each sender to each receiving bank in the
funds-transfer system may be satisfied, to the extent permitted by
the rules of the system, by setting off and applying against that
balance the aggregate balance of obligations owed to the sender
by other members of the system. The aggregate balance is
determined after the right of setoff stated in the second sentence
of this subsection has been exercised.

893
894
895
896
897
898
899
900
901

(c) If two banks transmit payment orders to each other under
an agreement that settlement of the obligations of each bank to
the other under Section 4A-402 will be made at the end of the
day or other period, the total amount owed with respect to all
orders transmitted by one bank shall be set off against the total
amount owed with respect to all orders transmitted by the other
bank. To the extent of the setoff, each bank has made payment
to the other.

902
903
904
905
906
907
908
909
910 (d) In a case not covered by subsection (a), the time when

payment of the sender’s obligation under Section 4A-402(b) or
4A-402(c) occurs is governed by applicable principles of law that
determine when an obligation is satisfied.

911
912
913
914 Section 4A-404. OBLIGATION OF BENEFICIARY’S

BANK TO PAY AND GIVE NOTICE TO BENEFICIARY.915
916 (a) Subject to Sections 4A-211(e), 4A-405(d), and 4A-405(e),

if a beneficiary’s bank accepts a payment order, the bank is obliged
to pay the amount of the order to the beneficiary of the order.
Payment is due on the payment date after the close of the funds-
transfer business day. If the bank refuses to pay after demand by
the beneficiary and receipt of notice of particular circumstances
that will give rise to consequential damages as a result of
nonpayment, the beneficiary may recover damages resulting from
the refusal to pay to the extent the bank had notice of the damages,
unless the bank proves that it did not pay because of a reasonable
doubt concerning the right of the beneficiary to payment.

917
918
919
920
921
922
923
924
925
926
927 (b) If a payment order accepted by the beneficiary’s bank

instructs payment to an account of the beneficiary, the bank is
obliged to notify the beneficiary of receipt of the order before
midnight of the next funds-transfer business day following the
payment date. If the payment order does not instruct payment

928
929
930
931



HOUSE - No. 5935 [June26

932 to an account of the beneficiary, the bank is required to notify
the beneficiary only if notice is required by the order. Notice may
be given by first class mail or any other means reasonable in the
circumstances. If the bank fails to give the required notice, the
bank is obliged to pay interest to the beneficiary on the amount
of the payment order from the day notice should have been given
until the day the beneficiary learned of receipt of the payment
order by the bank. No other damages are recoverable. Reasonable
attorneys’ fees are also recoverable if demand for interest is made
and refused before an action is brought on the claim.

933
934
935
936
937
938
939
940
941
942 (c) The right of a beneficiary to receive payment and damages

as stated in subsection (a) may not be varied by agreement or
a funds-transfer system rule. The right of a beneficiary to be
notified as stated in subsection (b) may be varied by agreement
of the beneficiary or by a funds-transfer system rule if the
beneficiary is notified of the rule before initiation of the funds
transfer.

943
944
945
946
947
948

Section 4A-405. PAYMENT BY BENEFICIARY’S BANK
TO BENEFICIARY.

949
950

(a) If the beneficiary’s bank credits an account of the
beneficiary of a payment order, payment of the bank’s obligation
under Section 4A-404(a) occurs when and to the extent (i) the
beneficiary is notified of the right to withdraw the credit, (ii) the
bank lawfully applies the credit to a debt of the beneficiary,
or (iii) funds with respect to the order are otherwise made
available to the beneficiary bv the bank.

951
952
953
954
955
956
957

(b) If the beneficiary’s bank does not credit an account of the
beneficiary of a payment order, the time when payment of the
bank’s obligation under Section 4A-404(a) occurs is governed by
principles of law that determine when an obligation is satisfied.

958
959
960
961

(c) Except as stated in subsections (d) and (e), if the
beneficiary’s bank pays the beneficiary of a payment order under
a condition to payment or agreement of the beneficiary giving the
bank the right to recover payment from the beneficiary if the bank
does not receive payment of the order, the condition to payment
or agreement is not enforceable.

962
963
964
965
966
967

(d) A funds-transfer system rule may provide that payments
made to beneficiaries of funds transfers made through the system
are provisional until receipt of payment by the beneficiary’s bank

968
969
970
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of the payment order is accepted. A beneficiary’s bank that makes
a payment that is provisional under the rule is entitled to refund
from the beneficiary if (i) the rule requires that both the
beneficiary and the originator be given notice of the provisional
nature of the payment before the funds transfer is
initiated, (ii) the beneficiary, the beneficiary’s bank and the
originator’s bank agreed to be bound by the rule, and (iii) the
beneficiary’s bank did not receive payment of the payment order
that it accepted. If the beneficiary is obliged to refund payment
to the beneficiary’s bank, acceptance of the payment order by the
beneficiary’s bank is nullified and no payment by the originator
of the funds transfer to the beneficiary occurs under Section 4A-
-406.

971
972
973
974
975
976
977
978
979
980
981
982
983

(e) This subsection applies to a funds transfer that includes a
payment order transmitted over a funds-transfer system
that (i) nets obligations multilaterally among participants,
and (ii) has in effect a loss-sharing agreement among participants
for the purpose of providing funds necessary to complete
settlement of the obligations of one or more participants that do
not meet their settlement obligations. If the beneficiary’s bank in
the funds transfer accepts a payment order and the system fails
to complete settlement pursuant to its rules with respect to any
payment order in the funds transfer, (i) the acceptance by the
beneficiary’s bank is nullified and no person has any right or obli-
gation based on the acceptance, (ii) the beneficiary’s bank is
entitled to recover payment from the beneficiary, (iii) no
payment by the originator to the beneficiary occurs under

984
985
986
987
988
989
990
991
992
993
994
995
996
997
998 Section 4A-406, and (iv) subject to Section 4A-402(e), each

sender in the funds transfer is excused from its obligation to pay
its payment order under Section 4A-402(c) because the funds
transfer has not been completed.

999
1000
1001
1002 Section 4A-406. PAYMENT BY ORIGINATOR TO BENE-

FICIARY; DISCHARGE OF UNDERLYING OBLIGATION.1003
1004 (a) Subject to Sections 4A-211(e), 4A-405(d), and 4A-405(e),

the originator of a funds transfer pays the beneficiary of the
originator’s payment order (i) at the time a payment order for
the benefit of the beneficiary is accepted by the beneficiary’s bank
in the funds transfer and (ii) in an amount equal to the amount
of the order accepted by the beneficiary’s bank, but not more than
the amount of the originator’s order.

1005
1006
1007
1008
1009
1010
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(b) If payment under subsection (a) is made to satisfy an obli-
gation, the obligation is discharged to the same extent discharge
would result from payment to the beneficiary of the same amount
in money, unless (i) the payment under subsection (a) was made
by a means prohibited by the contract of the beneficiary with
respect to the obligation, (ii) the beneficiary, within a reasonable
time after receiving notice of receipt of the order by the
beneficiary’s bank, notified the originator of the beneficiary’s
refusal of the payment, (iii) funds with respect to the order were
not withdrawn by the beneficiary or applied to a debt of the
beneficiary, and (iv) the beneficiary would suffer a loss that could
reasonably have been avoided if payment had been made by a
means complying with the contract. If payment by the originator
does not result in discharge under this section, the originator is
subrogated to the rights of the beneficiary to receive payment from
the beneficiary’s bank under Section 4A-404(a).

1011
1012
1013
1014
1015
1016
1017
1018
1019
1020
1021
1022
1023
1024
1025
1026

(c) For the purpose of determining whether discharge of an
obligation occurs under subsection (b), if the beneficiary’s bank
accepts a payment order in an amount equal to the amount of
the originator’s payment order less charges of one or more
receiving banks in the funds transfer, payment to the beneficiary
is deemed to be in the amount of the originator’s order unless upon
demand by the beneficiary the originator does not pay the
beneficiary the amount of the deducted charges.

1027
1028
1029
1030
1031
1032
1033
1034

(d) Rights of the originator or of the beneficiary of a funds
transfer under this section may be varied only by agreement of
the originator and the beneficiary.

1035
1036
1037

1038
1039

1040 Section 4A-501. VARIATION BY AGREEMENT AND
1041 EFFECT OF FUNDS-TRANSFER SYSTEM RULE.
1042 (a) Except as otherwise provided in this Article, the rights and
1043 obligations of a party to a funds transfer may be varied by
1044 agreement of the affected party.
1045 (b) “Funds-transfer system rule” means a rule of an association
1046 of banks (i) governing transmission of payment orders by means
1047 of a funds-transfer system of the association or rights and obli-
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gallons with respect to those orders, or (ii) to the extent the rule
governs rights and obligations between banks that are parties to
a funds transfer in which a Federal Reserve Bank, acting as an
intermediary bank, sends a payment order to the beneficiary’s
bank. Except as otherwise provided in this Article, a funds-
transfer system rule governing rights and obligations between
participating banks using the system may be effective even if the
rule conflicts with this Article and indirectly affects another party
to the funds transfer who does not consent to the rule. A funds-
transfer system rule may also govern rights and obligations of
parties other than participating banks using the system to the
extent stated in Sections 4A-404(c) 4A-405(d) and 4A-507(c)

1048
1049
1050
1051
1052
1053
1054
1055
1056
1057
1058
1059

Section 4A-502. CREDITOR PROCESS SERVED ON
RECEIVING BANK; SETOFF BY BENEFICIARY'S BANK.

1060
1061
1062 (a) As used in this section, “creditor process” means levy,

attachment, garnishment, notice of lien, sequestration, or similar
process issued by or on behalf of a creditor or other claimant with
respect to an account.

1063
1064
1065
1066 (b) This subsection applies to creditor process with respect to

an authorized account of the sender of a payment order if the
creditor process is served on the receiving bank. For the purpose
of determining rights with respect to the credit process, if the
receiving bank accepts the payment order the balance in the
authorized account is deemed to be reduced by the amount of the
payment order to the extent the bank did not otherwise receive
payment of the order, unless the creditor process is served at a
time and in a manner affording the bank areasonable opportunity
to act on it before the bank accepts the payment order.

1067
1068
1069
1070
1071
1072
1073
1074
1075
1076 (c) If a beneficiary’s bank has received a payment order for

payment to the beneficiary’s account in the bank, the following
rules apply:

1077
1078
1079 (1) The bank may credit the beneficiary’s account. The

amount credited may be set offagainst an obligation owed by the
beneficiary to the bank or may be applied to satisfy creditor
process served on the bank with respect to the account

1080
1081
1082
1083 (2) The bank may credit the beneficiary’s account and allow

withdrawal of the amount credited unless creditor process with
respect to the account is served at a time and in a manner affording
the bank a reasonable opportunity to act to prevent withdrawal.

1084
1085
1086
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1087 (3) If creditor process with respect to the beneficiary’s
account has been served and the bank has had a reasonable
opportunity to act on it, the bank may not reject the payment
order except for a reason unrelated to the service of process.

1088
1089
1090
1091 (d) Creditor process with respect to a payment by the originator

to the beneficiary pursuant to a funds transfer may be served only
on the beneficiary’s bank with respect to the debt owed by that
bank to the beneficiary. Any other bank served with the creditor
process is not obliged to act with respect to the process.

1092
1093
1094
1095
1096 Section 4A-503. INJUNCTION OR RESTRAINING

ORDER WITH RESPECT TO FUNDS TRANSFER.1097
1098 For proper cause and in compliance with applicable law, a court

may restrain (i) a person from issuing a payment order to initiate
a funds transfer, (ii) an originator’s bank from executing the
payment order of the originator, or (iii) the beneficiary’s bank
from releasing funds to the beneficiary or the beneficiary from
withdrawing the funds.

1099
1100
1101
1102
1103

A court may not otherwise restrain a person from issuing a
payment order, paying or receiving payment of a payment order,
or otherwise acting with respect to a funds transfer.

1104
1105
1106

Section 4A-504. ORDER IN WHICH ITEMS AND PAY-
MENT ORDERS MAY BE CHARGED TO ACCOUNT;
ORDER OR WITHDRAWALS FROM ACCOUNT.

1107
1108
1109

(a) If a receiving bank has received more than one payment
order of the sender or one or more payment orders and other items
that are payable from the sender’s account, the bank may charge
the sender’s account with respect to the various orders and items
in any sequence.

1110
mi
1112
1113
1114

(b) In determining whether a credit to an account has been
withdrawn by the holder of the account or applied to a debt of
the holder of the account, credits first made to the account are
first withdrawn or applied.

1115
1116
1117
1118

Section 4A-505. PRECLUSION OF OBJECTION TO
DEBIT OF CUSTOMER’S ACCOUNT.

1119
1120

If a receiving bank has received payment from its customer with
respect to a payment order issued in the name of the customer
as sender and accepted by the bank, and the customer received
notification reasonably identifying the order, the customer is
precluded from asserting that the bank is not entitled to retain
the payment unless the customer notifies the bank of the

1121
1122
1123
1124
1125
1126
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I

customer’s objection to the payment within one year after the
notification was received by the customer.

1127
1128

Section 4A-506. RATE OF INTEREST.1129
(a) If, under this Article, a receiving bank is obliged to pay

interest with respect to a payment order issued to the bank, the
amount payable may be determined (i) by agreement of the
sender and receiving bank, or (ii) by a funds-transfer system rule
if the payment order is transmitted through a funds-transfer
system.

1130
1131
1132
1133
1134
1135

(b) If the amount of interest is not determined by an agreement
or rule as stated in subsection (a), the amount is calculated by
multiplying the applicable Federal Funds rate by the amount on
which interest is payable, and then multiplying the product by the
number of days for which interest is payable. The applicable
Federal Funds rate is the average of the Federal Funds rates
published by the Federal Reserve Bank of New York for each of
the days for which interest is payable divided by 360. The Federal
Funds rate for any day on which a published rate is not available
is the same as the published rate for the next preceding day for
which there is a published rate. If a receiving bank that accepted
a payment order is required to refund payment to the sender of
the order because the funds transfer was not completed, but the
failure to complete was not due to any fault by the bank, the
interest payable is reduced by a percentage equal to the reserve
requirement on deposits of the receiving bank.

1136
1137
1138
1139
1140
1141
1142
1143
1144
1145
1146
1147
1148
1149
1150
1151
1152 Section 4A-507. CHOICE OF LAW.
1153 (a) The following rules apply unless the affected parties

otherwise agree or subsection (c) applies:1154
1155 (I) The rights and obligations between the sender of a

payment order and the receiving bank are governed by the law
of the jurisdiction in which the receiving bank is located.

1156
1157
1158 (2) The rights and obligations between the beneficiary’s bank

and the beneficiary are governed by the law of the jurisdiction
in which the beneficiary’s bank is located.

1159
1160
1161 (3) The issue of when payment is made pursuant to a funds

transfer by the originator to the beneficiary is governed by the
law of the jurisdiction in which the beneficiary’s bank is located.

1162
1163
1164 (b) If the parties described in each paragraph of subsec-

tion (a) have made an agreement selecting the law of a particular
jurisdiction to govern rights and obligations between each other.

1165
1166
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the law of that jurisdiction governs those rights and obligations,
whether or not the payment order or the funds transfer bears a
reasonable relation to that jurisdiction.

1167
1168
1169

(c) A funds-transfer system rule may select the law of a
particular jurisdiction to govern (i) rights and obligations
between participating banks with respect to payment orders
transmitted or processed through the system, or (ii) the rights
and obligations of some or all parties to a funds transfer any part
of which is carried out by means of the system. A choice of law
made pursuant to clause (i) is binding on participating banks. A
choice of law made pursuant to clause (ii) is binding on the
originator, other sender, or a receiving bank having notice that
the funds-transfer system might be used in the funds transfer and
of the choice of law by the system when the originator, other
sender, or receiving bank issued or accepted a payment order. The
beneficiary of a funds transfer is bound by the choice of law if,
when the funds transfer is initiated, the beneficiary has notice that
the funds-transfer system might be used in the funds transfer and
of the choice of law by the system. The law of a jurisdiction
selected pursuant to this subsection may govern, whether or not
that law bears a reasonable relation to the matter in issue.

1170
1171
1172
1173
1174
1175
1176
1177
1178
1179
1180
1181
1182
1183
1184
1185
1186
1187

(d) In the event of inconsistency between an agreement under
subsection (b) and a choice-of-law rule under subsection (c), the
agreement under subsection (b) prevails.

1188
1189
1190

(e) If a funds transfer is made by use of more than one funds-
transfer system and there is inconsistency between choice-of-law
rules of the systems, the matter in issue is governed by the law
of the selected jurisdiction that has the most significant
relationship to the matter in issue.

1191
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SECTION 2. Section 1-105(2) of Chapter 106 of the General
Laws, as appearing in the 1984 Official Edition, is amended by
adding at the end a provision reading as follows;

0

3

Governing law in the Article on Funds Transfers Section 4A-
-507

4
3

1 SECTION 3. This Act takes effect on January 1, 1991, but,
2 subject to Section 4A-501 of the Act, shall apply only to funds
3 transfers in which the originator's bank received the payment
4 order after that date.
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