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ARTICLE 12 .

FUNDS TRANSFERS
PART 1
SUBJECT MATTER AND DEFINITIONS
Section 1., NEW SECTION. 554.12101 SHORT TITLE.

This article shall be known and may be cited as “"Uniform
Commercial Code -- Funds Transfers."

Sec. 2. NEW SECTION. 554.12102 SUBJECT MATTER.

gxcept as otherwlse provided in section 554.12108, this

article applies to funds transfers defined in section
554.12104.

Sec. 3. NEW SECTION. 554.12103 PAYMENT ORDER --
DEFINITIONS.

In this article unless the context otherwise requires:

1. a. "Paymenkt order"™ means an instruction of a sender to
& receiving bank, transmitted orally, electronicaily, or in
writing, to pay., or to cause another bank to pay, a fixed or .
determinable amount of money to a beneficiary if all of the ~

following apply:

(1) The instruction does not state a condition to payment
to the beneficiary other than time of payment.

{2) The receiving bank 1s to be reimbursed by debiting an
account of, or otherwise receiving payment from, the sender.

{3) The instruction is transmitted by the sender directly
to the receiving bank or to an agent, funds-transfer systenm,
or communication system for transmittal to the receiving bank.

b. A payment order instructing more than one payment to be
made to a beneficiary 1s a separate payment order with respect
to each payment.

c. A payment order 1s issued when it is sent to the
receiving bank.

2. "Beneficiary" means the person to be paid by the bene-
ficiary's bank.

3. "Beneficlary's bank" means the bank identified in a

payment order in which an account of the beneficiary is to be
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credited pursuant to the order or which otherwise s to make
payment to the beneficiary if the order does not provide for
payment to an account.

4. "Recelving bank" means the bank to which the sender’s
instruction 1s addressed.

5. "Sender" means the person giving the instruction to the
receiving bank.

Sec. 4. NEW SECTION. 554.12104 FUNDS TRANSFER -- DEFINI-
TIONS,

In this article unless the context otherwise reguires:

1. "Funds transfer" means the series of transactions, be-
ginning with the originator's payment order, made for tne pur=~
pose 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. & funds transfer 1s completed by

acceptance by the beneficiary's bank of a payment order for
the benefit of the beneficiary of the originator's payment
order.

2. "Intermediary bank" means a recelving bank other than
the originator's bank or the beneficiary's bank.

3. "Originator" means the sender of the first payment
order in a funds transfer.

4. "Originator's bank" means the receiving bank to which
the payment order of the originator is issued if the
originator is not a bank, or the originator 1if the originator
is a bank,

Sec. 5. NEW SECTION. 554.12105 OTHER DEFINITIONS.

1. In this article unless the context otherwise requires:

a. "Authorized account" means a deposit account cof 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 ncot so designate an account, any account of
the customer is an authorized account if payment of a payment

order from that account 1s not inconsistent with a restriction

_..2_
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on the use of that account.

b. "Bank" means a person engaged in the business of
banking and includes a savings bank, savings and ioan
assoelation, credit union, and trust company. A branch or
separate office of a bark is a separate bank for purposes of
this article,

c. "Customer" means a person, including a bank, having an
account with a banx or from whom a bank has agreed to recelve
payment orders.

d. "Funds-tranafer business day" of a receiving bank weans
the part of a day during which the receiving bank 1s open for
the -ecelpt, processing, and transmitzal of payment orders,
and cancellatlons and amendments of payment corders.
e. “runds-traosfer gysten” means a wire transfer neizwori,
autonated clearing house, ¢or other communication system ol a
ciearing house or other association of banrks trnrough whiach 2
peayment order by a4 bank may be transmitted to the bans to
which the order g addressed.

. "Goeed fa:ith

" means honesty in ¢ and Lhe ohsoervance

C
wf reasonable cumnercial standards of fair decling.
g. “Prove" with respecl to a faei means o meel the burden
of establlishing the fact as defined in se
sudzeclon &,

2. Other deflinitlions applylng to tnls arcticle and the

gseciiong in which they appear are:

"Acceptance” S54.12209
"dencticiary® 554..210%
"Buneficlary's bank 35412103
"Executed” 554, 220G
“"Lxecubion date” 554.2250%
"t'unds transfer” 664..2.04
"Funcds-transier systen ryie® 524.12501
"Intermediary bank® 554.°710

"Griginator" 554.12134
"Originator's bank" 554.32104
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“"Payment by beneficiary's bank to bereficiary” §54.12405
"Payment by origlinator to beneficiary" 5%4.12406
"Payment by sender to receiving bank" 554.12403
"Payment date" 554.12401
"Payment order” 554.12:03
“"Receiving bank" $54.12:03
"Security procedure" 354.12201
"Sender" 554.12102 i
3. The following definitions in article 4 apply to this
article:
“Clearing house® 554.4104
“Item” 554.4104
“Suspends payments® 554.4104
4. In addition, article 1 contains general definitilions and

principles of construction and interpretation applicable
throughout this article.

Sec. 6. NEW SECTION. 554.:2106 TIME PARYMENT ORDEIR IS
RECEIVED.

1. The time of receipt of a payment order or communication

canceling or amending a payment order is determined by the
ruies applicable to receipt of a notice stated in seciion
554.1201, subsection 27. A receiving bank may establish a
cut-off time or times on a funds-transfer business day for the
receipt and processing of payment orders, and communications
canceling or amending payment orders. Different cut-off times
may apply to payment orders, cancellations, or amendments, or
to different categories of payment orders, cancellations, or
anendments. A cut-off time may apply to senders generally, or
different cut-off times may apply to different senders orx
categories of payment orders. If a payment order or
commnunication canrnceling 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
cusiness day, the recelving bank may treat the payment order

or communication as received at the opening of the next funds-

..4_
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transfer business day. .

2. Unless otherwise provided, if this article refers to an
execition date or payirent date or states a day on which a
receliving 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 & funds-transfer business day is treated as the date
or day stated,

Sec. 7. NEW SECTION. 554.12107 FEDERAL RESERVE
REGULATIONS AND OPERATING CIRCULARS.

Regulations ¢f the board of governors of the federai
reserve system andé operating circulars of the federal resetve
hbanks as of July 1, 1991, supersece any inconsistent provision
of this article to the extent of the inconsistency.

Sec. 8. NEW SECTION, 554.12108 EXCLUSION OF CONSUMIR
TRANSACTIONS COVLRNZD BY FEDERAL iAW,

This article does not apply to a funds transfer any part of
whicn i1s governed by the Eilectronic Fund Transfer Act of 1978, .
i5 U.S5.C. § 1683 et seq.

PART 2
ISSUE AND ACCEPTANCE OF PAYMENT ORDER
Sec. 9. NEW SECTION. 554.12201 SECURITY PROCEDJRE.

"Security procedure® means a procedure establiished by
e

agreement between & customer and a receiving banx for the
purpose of verifying that a paynent order or commnunicatilon
amnending or canceling a payment order Is that of the cusioner,
or dezecting error in the transmission or tne content of the
payirent order or comrunication., A security procedure may

s

regulre the use of algorithms or other codes, identifying

words Or numbers, encryption, callback procedures, or similar

security devices. Comparison of a sigrature on a payment
order or communication with an authcrized specimen signacure
of the customer 1s not by 1tself a security procedurs.

Sec. 10. NEW SECTION. 554.12202 AUTHORIZFD AND VERIFIED

PAYMENT ORD:ZRS. ‘I"

L. A payment order recelved by the receiving bank i3

or
o
S
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authorized order of the person identified as sender 1f that
person authorized the order or is otherwise bound by it under
the law of agency.

2, 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 1s effective as the order of the customer, whether or not
authorized, 1f the security procedure is a conmerciaily
reasonable method of providing security against unauthorized
payment ordersg, ané 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 reguired to
tollow an 1nstruction that violates a written agreement with
the customer or notice ¢f 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 1s accepted.

3. 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 tne bank, including the size, type, and
frequency of payment orders normally lissued by the customer to
the bank, alternative security procedures cffered to the
customer, and security procedures in general use by customers
and receiving banks similarly situated. A security procedure
15 deemed to be commercially reasonable if 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 the customer
expressly agreed in writing to be bound by anv payment order,
whether or not authorized, issued in the customer's name and
accepted by the bank in compliance with the security procedure

chosen by the customer,



4. The term "sencer” in this article includes ine custonmer
whose name a payment order s 1ssued if the order is the
u-horized order of the customer under subsectlon 1, or 1% is

effecrive as the corder of :the customwer under subsection 2.

5. This section applies to amendments and cancellations of
pavnent orders in the same manner Lt appiies to payment
orcers.

6. [Except as provided in this section andéd section
554.12203, rights anc obligations arising uncer this section
or section 354,12203 may not bé varied by agreement.

Sec. 11. NEW SECTION. 554.122063 UNENFORCEABILLITY OF
CERTATIN VERIFIFRD PAYMENT QORDERS.

rf an accepted payment order 1s nct an autnorized order of
a customer identified as sender pursuant to seciion 5%4.,12202,

but is effective as an order of the customer

section 554.,12202, subsection 2, the folliowing

1. By express written agreemeni, the recelving bank may
lLimit the extent to which 1t is entitled to enforce or retain
payment of the payment crder

2. The receiving bank is not entitlied to enforce or retain
payment of the payment order 1f the customer proves that the
order was not caused, directly or indirecily, by a person
entrusted at any time with the authority tc act for zhe
customer with respect to payment orders or the security
procedure, or who ovtéined access “o transmitiing facilities
of the customer cr who obtalnec, from a source conirolled by
the customer and without authority of the receliviag bank,
information facilitating breach of the gecurity preocedure,

egardless of nhow the informatiion was obtained or whether
fauit. Information incliudes any access
e, computer software, or similar items.
This section applies to amendments of payment
the same manner 1t applies o paynent orders.
Sec. 12. NEW SECTION., 554.12204 REFUND OF PAYMLENT AND

_'?_
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DUTY OF CUSTOMER TO REPORT WITH RESPECT TO UNAUTHORIZED
PAYMENT ORDER.

1. If a receiving bank accepts a payment order issued in
the name of its customer as sender which 1s not authorized and
not effective as the order of the customer under section
554.12202, or which is not enforc¢eable, 1n whole or in part,
against the customer under section 554.12203, the bank shall
refund any payment related to the payment order received from
the customer to the extent the bank 1s not entitled to enforce
payment and shail pay interest on the refundable amount
calculated from the date the bank received payment to the date
of the refund. However, the custemer is not engitied to
interest from the bank on the amount to be refunded if the
customer fails to exercise ordinary care to deterinine that the
order was not authorized by the customer and to notify the
pank of the relevant facts within a reasonavle time not
exceedlng ninety days after the date the customer received
notification from the banx that the order was acceptied ¢r that
the customer's account was debited with respect to the order,
Tne bank 1s not entlitled to any recovery from the customer as
a result of a failure by the customer to give notification as
stated in this sectlon.

2. Reasonable time uncer subsection 1 may be fixed by
agreement as provided in section 554.1204, subsection 1, but
the obiigation of a receiving pank to refund payment as statec
in subsection 1 may not otherwise be varied by agreement.

Sec. 13, NEW SECTION. 554.12205 ERRONEQUS PAYMENT
ORDERS.

1. 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
peneficiary not intended by the sender, (ii} erroneously
instructed payment in an amount greater than the amount
intended by the sender, or (1ii) was an erronecously

transmitted duplicate of a payment order previously sent by

-8-
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the sender, the followlng rules apply:
£ the sender proves that the sender or a person acting

on behaif of the sender pursuant to section 554.12206 complied
with the securlty procedure and that the error would have been
detecied 1f the recelving bark had aiso complied, tne sender
i3 not obligated to pvay the order to the extent stated in
subsections 2 and 3.

b. If the funds transfer is completed on the basis of an
erroneous paymen: order descrived in (i) or (iii) of
subsccrtion 1, the sender is not obligated to pay the order and

the receiving bank is entitled to recover

R

rom Lhe peneficiary

(0

any ancunt paild to the peneficlary to <he extent allowed by
the law governing sistake and restzitutlon.

c. if the fund: trarsfer is conplefed on the basis of a
payment order described in (11) of subsection 1, the sender s
not obligated to pay the order %o the extent the amount
received by the beneficiary Is greater than the zmount

n

intended by the sender. In that case, the receiving bank is

entitied to recover from the beneficiary the excess arount
received to the extent allowed by the law governing mistaxe

and restitution.
2., If the sender of an erroneous payment order described
in gunsecilon 1 is not obligated Yo pay all or pars oif ihe
order, and the sender recelves notification from the recelving
bank that the order was accepted by the pank gr that tne
sender ‘s account was debi:ted with respect to the order, the
sender has a duty to exercise crdinary care, on the basis of
inforwcat lon avallable to the sender, to discover the o:rror
with respect to the order and to advise the bank of :the
relevant facts within a reasonable time, ncot excaeding ninety
days, after the bank's notification was received by the
sender. If the bank proves that tne sender falled ‘¢ perform

this cdiity, the sender is liable to the bank for the 1oz the
t

—

he
bank proves 1t Iincurred as a resulit of the failure, no- to
excood Lhe amount of the sender ‘s order

. .:')
|
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3. This section applies to amendments to paywent orders in

the same manner it applies to payment orders.
Sec. 1l4. NEW SECTION. 554.12206 TRANSMISSION GF PAYMENT
ORDER THROUGH FUNDS-TRANSFER OR OTHER COMMUNICATION SYSTEM,

If & payment order addressed to a recelving bank is

transmitted to a funds-transfer system or other third-party
commnunlication system for transmittal to the bank, the system
is deemed tc be an agent of the sender for the purpose of
transmitting the payment order to the barnk. If there is a
discrepancy between the terms cf the payment corder transmitted
to the system by the sender and the terms of the payment order
transmitted by the system tc the bank, the terms of the
vayment order of the sender are deemed to be [hose transmitted
oy the system. This section does not apply to a funds~
transfer system of the federal reserve banks.

This section appiles to cancellations and amendments of
payment orders 1in the same manner it aprlies to payment
orders,

Sec., 15. NEW SECTION. 554.12207 MISDESCRIPTION OF
BENESICIARY.,

1. Subject to subsection 2, if, in a payment orcger

received by the beneficiary's park, tne nawe, bank account
number, or other identification of the beneficiary refers to a
nonex:i:stent or unidentifiable person or account, no person has
rights as a berneficiary of the order and acceptance of the
order cannot occur.

2. If a payment order received by the beneficiary's bank
identifies the peneficliary both by name and by an identifying
or bank account number and the name and number identify
different persons, the following rules apply:

a. Except as otherwise provided in subsectior 3, if the
beneficiary's bank does nrot know that the name ard number
refer to different persons, it may reiy on the number as the
proper identification of the beneficiary of the order. The

beneficiary's bank need not determine whether the name anrd

-10-
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murheyr refer to the same person,

b. 1If the beneliciary's bank pays the person identified by
name or «nows that the name and number identify different
persons, no person has rights as beneficiary except the person
paid by the berneficiary’'s bank if that person was entitled to
receive payment from the originator of the funds transfier. TIf
no person has rights as beneficiary, acceptance of the order
cannot occur,

3. If a payment order described in subsection 2 is
accepted, the originator's payment order described the
benef.clary lnconsistently by ramte and number, and the
neneficliary's bank pays the person identified by number as

it

permitted by subsection 2, paragraph "a", the foliowing rules
apply:

a. 1f the originator is a bank, the originator sha:il pay
the originator's order,

b. It the originator is not a banx and proves that the
perscn identified by number was not entitied to receive
payment from the originator, the originator is nct obligated
t( pay the originator's order uniess the originator’'s bank
proves that the originator had notice, before acceptance by
the originator’s bank of the orig¢inator's order, that payment
of a payment order issued by the originator might pe made by
the beneficlary's bank on the basis of an identifying or bank
account number even 1£ it identifies a person different from
the named beneficiary. Proci of netice may be made by any
admissible evidence. The originator's bank satisfies the
burden of proof if it proves that the originator signed a
writing stating the information to which the notice relates

before the payment order was accep:zed.

4. In a case governed by subsection 2, paragraph "a®, LI
the beneficiary's bank richcfully pays the person identified
by nuxper and that person was no: ertitled t¢ receive pavi

from the originator, the amount paid may be recovered from
a

t person to tne extent allowed by the law governing mlilstake

}-=
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and restitution as follows:

a. If the originator 1s obligated to pay its payment order
as stated in subsection 3, the orlginator has the right to
recover.

b, If the originator is not a bank and is not obligated to
pay 1ts payment order, the originator's bank has the right to
recover.

Sec. 16. NEW SECTION. 554.12208 MISDESCRIPTION CF
INTERMEDIARY BANK OR BENEFICIARY'S BANK.

1. This subsection applies to a payment order identifying
an intermedlary bank or the beneficilary's bankx only by an
tdentifying number.

a. The receiving bank may rely on the number as the proper
identification of the intermediary or beneficlary’'s bank and
need not determine whether the number identifies a bank.

D. The sender shall compensate the receiving bank for any
loss ard expenses incurred by tne receiving bank as a result
of the recelving bank's reliance on the number in exacuting or
attemptlng to execute the order,

2. 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.

a. If the sender is a bank, the receiving banx may rely on
the number as the proper identification of the intermediary or
veneficlary's banx 1f 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 shall
compensate the receiving bank for any loss and expenses
incurred by the receiving bank as a result of the receiving
bank's reliance on the number in executing or attempting to
execute the order.

b. If the sender is not a bank and the receiving bank

_12...




L e N ¢ R T 2 B W 5 B VU R (S N

b= — —
—_—

bos
E— N PO % |

— -
R J1

(o

Vo

8
i9
4]

proves that the sender, before the payment orcer was accepted,
nad rotice that the receiving bank might re:y on the number as
the proper identification of the intermedlary or beneficilary’'s
bank even 1f it ideantifies a person different from the bank
identified by name, the rights and obllgations of the sender
and the receiving bank are governed by pvaragreph “a", as
thovgh the sender were 4 bank. Proof of ncotice way be made by
any admissible evidence. The receiving bank sa:ti1sfies Lhe
burden of proci 1f it proves tnat the sendey, before tne
payment order was accepted, signed a writing stating the
information to which the notice relates.

¢. Regardiess of vwnether the sender is a bank, the
receiving pbank may rely on the name as the preper
identification of the intermeciary or beneficiary's pank if
the receiving bank, at the time the recelving bank executes
the gsender’s order, dces not know cthat the name and nunber
identify different persons. The receiving bank need nof
determnine whether the name and numper refer to the same
person.

G. If the recelving banx kncows that the neme and number
ident1fy differen: persons, reliance on either the name or the
numbar in executing the sender's paymnent order is a breach of
the obligation stated in section 554.12302, subsection 1,
paragraph "a".

Sec. 17. NEW SECLTION. 554.122069 ACCEPTANCE OF PAYMENT
ORDER.

1. Subject to subsection 4, a receiving banx other than

the beneficlary's bank accepts a payment order when it
executes the order,

2. Subkject to subsectione 3 and 4, a beneficiary's bark
accepts a payment order at the eariiest of the following
times:

a. When the bank pays the peneficlary as stated in section
554.12405, subsection 1 or 2, or notifies the bereficilary of

receipt of the order or that the account of the beneficiary

_13_
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has been credited with respect to the order, unless the notice

indicates that the bank is relecring the order or that funds
with respect to the order may no%t be withdrawn or used until

receipt of payment from the sender of the order

~

b. When the bank receives payment of the entire amount of
tne sender's order pursuant to section 554.12403, subsection
1, paragraph "a" or "b"; or

c. The opening of the next funds-transfer business day of

the bank following the payment date of the order if, at that

u

time, the amount of the sender's order is fully covered by
withdrawable credit balance 1in an authorized account of the
sender or the bank has otherwice received full payment from
the sender, unless the orcder was rejecteé before that time or
is rejected within one hour after that time, or onre hour afler
the opening of the next business day 0f the sender foilowing
the payment date if the time is later. 1If notice of reieciion
1s recelved by the sender after the payment date and the
e

authorized account of the sender does not bear interest, the
e

L)

tank shall 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 recelves notice or learns that the order
was not accepted, counting the day that notice is receilved as
an elapsed day. 1If the withdrawablie c¢redit balance during
that period falls below the amount of the order, the amount of
interest payable is reduced accordingly.

3. Acceptance of a payment order cannot occur before the
order 1is received by the receiving bark. Acceptance does not

c", if the

H

occur under subsection 2, paragrapn "b" or
peneficiary 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,

4. 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

_14_



beneficiary's Dank,

If the originator’'s bank executes the

o nt order before the executicn date or pays

ﬁoneflciary of

Dy

pursvant te section 554,12211,

or From the nherefl

¥y the

A payment ovder
nonice of
ele~t »onically,
Use sy partico
indicates that
will not execuie
shen _ne actice
reasonable ander
given Ly a means

effecrive when the

sender and receilving bank est

reject a payment order
15 reasonable and any
unless no significant

from

the oril

rejection Ly

ginator's payment order pefore the

ntodate and the payment order is subseqguently canceled

sudsection 2, the bank may

iciary any payment received to the

law geverning mistake and restitucion,
554.122.0 REJECTION OF PAYMENT

is rejected by the receiving bank by a

ensmitred Lo the sender oraliy,
A notice of rejecrnion need not
sufficient 1f the notice
ank is rejecting the order
e Rejecticn is ef
nemigssion is by o mean
I1f notice of reje
able, relection is
received. If an acreement of the
ablishes the means to be used Lo
any means complying with the agreement
means not comp:ylng is not reasonable

delay In reccipt of the notice resulted
Y

*he use of the noncemplying means.

2. This subsection applies if a receiving bank other than

the beneficiary's bank fails to execute a paymen: order

despite the existence

cred:i v

sufficient to cover the order.

noti1ce of rejection of

axthorized account of

on the execution date of a withdrawanle

balance in an authorized account of the serder

If the sender dces not
the order or tne execution date

the sender does not bear irterest,

bank shall pay interest to the sernder on the amount of the

order for the
te tae earlier of the

section 5%4.

12211, subse

number of days elapsing after Zne execunion da-e

day cne order is canceled purscant to

ction 4, or tne day the send
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receives notice or learns that the order was not executed,
counting the final day of the period as an elapsec day. If
the withdrawabie credit balance during that period falls below
the amount of the order, the amount of interest is reduced
accordlingly.

3. 1f 2 receiving bank suspends payments, all unaccepted
payment orders 1ssued to the receiving bank are deemed
rejected at the time the bank suspends payments.

4. Acceptance of a payment order precludes a
reijection ¢f the order. Relection of a payment order
preciudes a later acceptance of tne corder.

Sea. 19, NEW SzCTION 554.12211 CANCELLATION AND
AMENDMENT OF PAYMENT ORDER

P

. A communication of the sender of & payment order

canceling or amerding the order may be transmitted to the

recea; inq bank orally, electronically, or in wrlting. If a

N}
v

security procedure 1s in effect between the sender and the

receliving bark, the communication is not ef{fective Lo cancel
cr amend the order unless the communicazion 1s verified
pursuant {0 the security procedure or the bank agrees Lo the
cancellation or amendment.

2. Subject to subsection 1, a communication by the sender
canceling or amencéing a payment order is effective %o cancel
or amend the ordev if notice of the communijication is received
at a time and in a manner affording the receiving bank a
reasonable opportunity to act on the communicaticn pefore the
bank accepts the payment order.

3. After a payment order has beenr accepted, cancellation
or amendaent of the order is not effective unless the
receiving bank agrees or a funds-transfer system rule allows
cancellation or amenédment without agreemen: of the bank.

a. With respect to a payment order accepted by a receiving
vank other than the beneficiary's bank, cancellation or
arendment is not effective unless a conforming cancellation or

amendment of the payment order issued by the receiving bank 1is

_16—.




payment crder accepted by the

tion cor amendment s not effecrive
the order was issued in execazion of an uvnauthorlzed
crder, or ; mistaxe by a sender in the

nransfer which result in the issuance o a payrent

“hax Lot icat £ & paymen: order previousiy issued

ment to a pereficiary not
m the oviginator, or that
than the amount thne
Clilary wags enti : =ive from the origirator., IF

cnent order anended, the bhene

hark 7 entitled Lo recover
pa:d o
governing mistake

: " E

S. AR unaccepied paymen ; s canceled by cperation o

taw 2 the close of the fifth funds-transfer nusiness day cof
the recziving bank after the executlion date or pavimen. date oF
rhe aoider,

5. A canceled vayment ordéer cannot be accepted.
accepted payment ovder is canceted, the acceptance is
agiiified and no person nas arny right or obligation based on
the acceptance. Anendment of a payment order 1s deemed 0 be
canceliation of the original ozder at the time
and i‘ssuance of a new payment order in the amended
same time,

6. Unless otherwlise provided in an aqgreement of
parties or in a funds-transfer system rule, Lf
bank, atter acceptiing a paynent order, agrees o
or amexdment of the ordéer by the sender or is hound by &
Sunds-transfer systen rule allowing cancel:atiorn or aman
withouw, Lne pbarnk's agreexent, toe sender, whelher

canore . lation or ausndeenrs is eftecrive, 13 lianle

cnoluding reasonance

resu.t o of the carrsl’
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amendment or attempted cancellation or amendment.

7. A payment order 1s not revoxed by the death or lega:
incapacity of the sender unless the receiving bank knows of
the ceath or of an adjudication of incapacity by a court of
competent jurisdiction and has reasonable opportunity to act
before acceptance of the order.

8. A funds-transfer systen ruie is not effective to the
extent 1t confiicis with subsection 3, paraaraph "“b".

Sec. 20. NEW SECTION. 554.12212 LIABILITY AND DUTY OF
RECEIVING 3ANK REGARDING UNACCEZPTED PAYMENT CRDER,

If a receiving bank falls to accept a payment order that

b
rr

1s obligated by express agreement ko accepht, the bank is

l:anie for breach of the agreement to the extent provided in

P

the agreement or 1n this article, put does not otherwise have
any duty to accept a payment order or, before acceptance, Lo
take any action, or refrain from taking action, with respect
to the order except as provided in this article or by express
agreement. Liabllity based on acceptance arises only when
acceptance occurs as stated in section 554.12209, 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 cwes no duty to any party to the
funds transfer except as providecd in this article or by
express agreemnent.
PART 3
EXECUTION OF SENDER'S PAYMENT QORDER BY RECEIVING BANK

Sec. 21. NEW SECTION. 554.12301 EXECUTION BAND EXECUTION
CATE.

1. A payment order is executed by the recelving bank when

the receiving bark 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 accented but cannot
be executed.

2. "Execution date" of a payment order means the day on

-18-
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whilch tre receiving bank may properly issue a payment order in
exociution of the gender's order. The executvion date may be
determinecd by instruction of the sender but canact bte earlier
Lhan the day the order is received and, unless oLherwise
detersined, 1s the day the order 1s received., If the sencer’s
instruction states a paywent daie, the execution date ig the
payrmen. date or ar eaviler date or which execution 1is
reasarably necessary to allow paynient to the peneficlary con
the payment date.

Sec. 22. NEW SECTION, 554.12302 OBLIGATIONS QF RECEIVING
EANX IN EXECUTION OF PAYMENT ORDLR,

1. FExcept as provided in subsections 2 tnrougn 4, if tre
recelving bank accepis a payment order pursuant to section
554.12209, subsectlon 1, the bank has the ¢
ovligations Iin executing the order:

a. The recelving banx is obligated to issue. on the
execution date, a payment order conplyving with the sencer's

rder and to follow the sender's instructlions concerning any

Q

intericediary bank or funds-transfer system to be used in
carrying out the funds transfer, ¢r the means by which nayment
orders are to be transmitted 1n the funds :transier. Tt tne
originator’'s bank 1sSsues a payment order to an Intermediary
bank, the originator's bank sha.l iastruct the intermediary
har< according to the Instruction of the origirator. An
intermediary bank in the funds transfer is similarly bound by
an nstruction givein to it by the sender of the paymen: order
1t accepts.

b. If the sencder's instructicn states that the funds
transfer is to be carried ou: telepncnically or by wire
transier or otherwise indicates that the funds transfer is %o

be carried out by the most expeditious means, the receiving

o

barnk is obligated to transmit its paymen:t order by the mos

expediticus avallable means, and Lo instruct any intermediary

pank accordingly. [£ a sender's Instruction shtates a2 paymen:s
v

cate, “he receiving barnk shail “ransmit the rece;

_"_9..
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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.

2. Unless otherwise instructed, a receiving bank executing
a payment order may use any funds-transfer system if use of
that system 1s reasonable under the circumstances, and issue a
payment order to the beneficiary's bank or tc an intermediary
bank through which a payment orcer conforming to the sender's
order can expecditiously be 1ssued to the peneficiary's bank if
the receiving bank exercises ordinary care in the selection of
the intermediary bank. A recelving bank iz not reguired to
follow an irnstruction of the sender designa:ing a funds-
transfer system to be used in carrying out the funds transfer
1f the receiving bank, in good faith, determines that 1t is
not feasible to foliow the instruction or that fcllowing the
instruction would unduly delay cowmpletion ¢f the funds
transfer,

3. Unless subseczion 1, paragrapn "b", apwplies or the
receiving banx is otherwise instructed, the recelving bank may
execute a payment order by transmitting the receiving bank's
payment order by first class mail or by any means reasonable
under the circumstances. If the receiving bank is instructed
to execute the sender's order by transmitting the receiving
bank's payment order by a particular means, the receiving bank
may 1ssue the payment order by the means stated or by any
means as expeditious as the means stated.

4. Unless instructed by the sender, the receiving bank may
not obtain payment of its charges for services and expenses in
connectlon with tne execution of the sender's order by issuing
a payment order in an amourt egual to the amount of the
sender's order less the amount of the charges, and may not
Instruct a subseguent receiving bank to obtain payment of its
charges in the same manrer.

Sec. 23. NEW SECTION. 554.12303 ERRONEOUS EZXECUTION OF
PAYMENT ORDER.

_20_
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1. A receiving bank that executes the payment order of the

sender by issuing a payment order in an amount greater than

-r

he amount of the zender’'s order, or that issues a paynment

ora=y 1a execution of the sender's order and Lhen ilssues a

r

duplicate order, is entitled to payment of the zamount of the
sencer's order under section 554.12402, subsection 3, 1f the
prov.sicns of that subsection are otherwise satisfied. The
ban< ‘s entitled to recover from the benefic:ary of the
erronsous order the excess payment received to the extent
allowed by the law governing mistake and restitution.

2. A receiving bank that executes the paymenrt order of the

%]

sender by 1ssuing a payment order in an amoun: less than the
el

rr
o8

amount of e sender's covder is entitled to paym

amount of the sender's order under section 554.12462,

subsection 3, if the provisicons of that subsection are
f

otherwise satisfied and the bank corrects the error Ly issulng

an additienal payment order for the benefit of the penef cilary
of Lthe sender's order. If the error is not corrected, tne
jesuer of the erroneous order is erntivled to recelive CU retain

pavmeni from the sender of the order only toe The exitent o
amouri of the erroneous order. This sugsection dozs noc apply
if the receiving pank 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 paymrent of the
receiving bank's charges Zor services and expenses pursuant to
struction of the sender.

3. If a receiving bank executes the payment crder cf the
sender by issuing a payment order Lo & beneficiary gifferernt
from the beneficiary of the sender's order and the
transfer Is completecd on tne pasis of that error, tne sender
of the payrent order tnat was erroneously execuied anc 3.1
previous senders in the {unds transfer are not cbiigatea to
pay the payment orders they issued. The igsucr ol the
erroreous order is entitled to recover from the beneficiary of

the payment order issued the payment recelved to the extaent

-21-
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allowed by the law governing mistake and restitution.

Sec. 24. NEW SECTION, 554.12304 DUTY OF SENDER T0C REPORT
ERRONEQUSLY EXECGTED PAYMENT OQRDER.

If the sender of a payment order that is erroneousiy

executed as stated 1n section 554.12393 receives notification
from the receivinc 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 tne basis of i1nformation available to the sender, that the
order was erroneously executed ard to notify the bank of the
relevant facts within a reasonable time not exceeding ninety
days afrer the notification from the bank 1s received by toe
sender. If the sender fails to perform that duty. the bank is
not obligated to pay interest on any anount refundable to the
sender under section 554.12402, subsection 4, f£or the period
before the bank learneg of the execution error, The bank is
not entitled to any recovery from tne sender as a result of
the faiiure by the sender to perform the duty stated in this
section.

Sec. 25. NEW SECTION,. 554.12305 LIABILITY FOR LATE OR
IMPROPER EXECUTION OR FAILURE TO EXECUTE PAYMENT ORDER.

1. If z funds transfer is compieted, but execution of a
payment order by the receiving bank in breach of section
554.12302 results 1in delay in payment to the beneficiary, the
ban< is obligated to pay interest to eitnher the originator or
the beneficiary of the funds transfer for the period of delay
caused by the improper execution. Except as provided in
subsection 3, addéitional damages are not recoverable.

2. 1If execution of a payment order by a receiving bank in
breach of section 554.12302 results in noncomplietion of the
funds transfer, failure to use an intermediary bank designated
py the originator, or issuance of a payment order that dces
rot comply with the terms of the payment orcder of the
originator, the bank is liable to the originator for the

originator's expenses in the funds transfer and for incidental

_22_
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expenses and interes:t losses, to the extent not covered by
subsection 1, resulting from the inproper execution. Except
as provided in subsection 3, additional damages are not
recoverable,

3. In addition to the amounts payable under subsections .
and 2, damages, inciuding consequential damages, are
recoveraple to the extent provided in an express written
agreement of the receiving bank.

4, If a receiving bark fails to execute a payment order
rhat the receiving bank was obligated by express agreemeni to
execute, the receiving bank is liable fo the sender for the
sender's expenses in the transaction and for incidental

expenses and interest losses resulting from the failure o

execute. Additionai damages, inciuding corsequential damages;

arc recoverable to the extent provicded in an express written
agreement of the recelving bark, dut are noi otherwise
recoverable,

5. Reascnable attorney's fees are recoveraonia 1f denand
oy compensation under subsectior i or 2 ig made and refusec
before an action is brought on the claim. Jf a clalim is made
fFor breach of an agreement under subsectior 4 and th
agreaitent does not provide Ifor damages, reasonable atiorney’'s
fees ave recoveravle if dewrand for compensation undzr
subsection 4 is made and refused before an act.on 15 brought
on the claim.

6. Except as stated in this section, the liability of a
receiving bank under subsections 1 and 2 may not be varied by

agreemenc.

Sec. 26. NEW SECTION,

5 401 PAYMZINT DATE.
"Payment date" of a2 payment order means the day on which
the anount of the order iz p e to the beneflciary by zhe
beneficliary's bank. The payn e may be determined by

instrocticn of the sender but cannot be earlier than the day

-23-
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the order is received by the beneficiary's bank and, unless
otherwige determined, 1s the day the order is recelved by the
beneficiary's banx.

Sec. 27. NEW SECTION. 554.12402 OBLIGATION OF SENDER TO
bAY RECEIVING BANK.

1. This section is subject to sections 554.12285 and
554.12207.

2. With respect to a payment order issued to the
beneficiary's bank, acceptance of the order by the bank
obli:gates the sencder to pay the bank the amcunt of the order,
but payment is not due until the payment date of the order.

3. This subsection is subject to subseciion 5 and to
section 554.12303, With respect to a payment order issued to
a receiving bank other than the beneficiary's bank, acceptance
of the orcder by the receiving bank obligates the sender to pay
the tank the amount of the sender's order. Payment by thne
sender i5 not due until the execution date of the sender's
order. The obligation of the sender to pay the sender's
payment order 1s excused if the funds transfier is not
completed by acceptance by the beneficiary's bank of the
payment order instructing payment to the beneficiary cf the
sender s payment order.

4. 1If the sender of a payment order pays the order and was
not obligated to pay all or part of the amount paid, the bank
receiving payment shall refund payment to the extent the
sender was not obligated to pay. Except as provided in
sections 554.12204 and 554.12304, interest is payable on the
refundable amount from the date of payment.

5. If a funds transfer is not completed as stated in
subsection 3 and an intermediary bank is obligated to refund
payment as stated in subsectionrn 4 but 1s unable £o do so
because the intermediary banx is not permitted by appiicable
law or because the bank suspends payments, a sender in the
funds transfer that executed a payment order in compliiance

with an instructlion, as stateé in section 554.12302,

_.24...




subsectlion 1, paragraph "a", to route the funds transfer
througn the intermediary bank is entitled to receive or refain
paynert from the sender of the payment order that it accepted.
The tirst sender 1n the funds transfer that lssued an
instruction requiring routing through thar intermediary banx
15 subrogated to the right of the bank that palc the
intermediary bank fo refund as stated 1n subsection 4.

6. The right of the sender cf a payment order to be
excused from the obligation fo pay the order as stated 1n
subsection 3 or to receive refund under subsection 4 may notb
be varlied by agresient.

Sec. 28. NEW SECTION. 554.12403 PAYMENT BY SENDER 10
RECEIVING BANK.

Payment of the sender's obligation under section
to pay the recelving bank occurs as follows:
the sender is a bank, payment occurs when the
recelving bank receives final settlement of the obligation
tarcugh a federal reserve bank or through a funcds-transfer
system.

p. If the sender 1s a bark and the sender credited an
account of the receiving bank wizth the sender, or caused an
account cof the receiving banx in another bank tw be credited,
payment occurs when the credin s withdrawn or, 1f not
withdrawn, at midnight of the day ¢n which the credit is
withdrawable and tre receiving bank knrows of that fact.

¢. If the receiving bank debits an account ol the sender
with the receiving bank, payment occurs when the debit is made
to the extent the debit is covered by a withdrawable credit
bpalance in the acccunt.

Z2. (1) If the sender and receiving bank are members of a
is-transfer system that nets obligations multilaterally
rolclpants, the recelving bank receives [inal

te in accordance with the
The obligation of the sender zo

order transnitted through the
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funds-transfer system may be satisfied, to the exzent
permitted by the rules of tne system, by setting off and

applying against the sender's obligation the right of the

P N R

sender to receive payment from the receiving bank of the
amount of any other payment order transmitted to the sender by
the receiving bank through the funds-transfer system. (iii)
The agqregate balanrce of obligations owed by each sender to
each receliving bank in the funds-transfer system may be

satlisfied, to the extent permitted by the ruies of the system,

—

by setiing off and applying against that balance the aggregate

—

valance of obligations owed to the sencer by other members of

N O N D =) N

bt

the system. The aggregate balance is determined after the

Las

right of setoff stated in clause (ii) of this subsection has

b

been exercised.

L N
(o2 TN ¢ TR .9

3. If two banks transmit payment orders to each other
aunder an agreement that settlement of the obligations of each

bank to the other under section 554.12402 will be macde at the

end of the day cr other period, the total amount owved with

.
- =
o o=

19 respect to alt orders transmitted by cne bark shall be set off
20 against the toral amount owed with respect to all orders

21 transmitted by the other bank. To the extent of the setolf,
22 each bank has made paymment Lo the other.

23 4. In a case not covered by subsection 1, the time when

24 payrent of the sender's obligation occurs under section

25 554.12402, subsection 2 or 3, is governed by applicable

26 principles of law that determine when an obligation is

27 satisfied.

28 Sec. 29. NEW SECTION. 554.,12404 OBLIGATION OF
29 BENEFICIARY'S BANK TO PAY AND GIVE NOTICE TO BENEFICARY.
30 1. Subject to sections 554.12211, subsection 5, and

31 554.1240%, subsections 4 and 5, if a beneficiary's bank
32 accepts a payment order, the bereficiary bank shail pay the
33 amount of the order to the beneficiary of the order. Payment

34 is due on the payment date of the order, but if acceptance

35 occurs on the payment date after the close of the funds-

_26_
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transfer business day of the beneficlary's bank, payment is
due on the next funds-transfer business day. If the
boneficiary's bank refuses to pay upon demand by the
veneficiary and recelpt of notice of particular clrcumstances
that w:ll give rlse to consequential damages as a resulr of
nonpayment, the beneficiary may recover damages resulting from
the refusal Lo pay to the extent the beneficiary's bank had
notice of the damages, unless the beneficiary's bark proves
that it did not payv bpecause of a reasonable doubt concerning
the right of the beneficiary to payment.

2. If a paymert order accepted by the beneficiary's banx
instructs payment to an account of tne beneficiary, the bank
shali notify the beneiiciary of receipt of the crcder beicre
midnigh: of the next funds~transfer busiress day following the
payment date. If the payment order does ot instruct payment
to an account of the beneficiary, the beneficiary's banx 1is
required to notify the beneficiary only 1f notice is reguired
by the order. Notice may be given by first class mail or any
other means reascnraple in the circumsitances. If the
benefliciary's bank fails to give the required notice, the bank
shall pay interest to the beneficiary on the amount of the
payment order from the day notice should have been given until
the dey the beneficiary learned of receipt of the payment
order by the beneficiary's bank. No other damages are
recoverable. Reasonable attorney's fees are also recoverable
if demand for interest l1s made and refused before an action is
brought on the claim.

3. The right of a beneficiary to receive payment and
damages as stated in subsection I may not be varied by
agreerent or & funds-transfer system rule., The right of a
beneficiary to be notified as szated in subsocticn 2 mav be

varied by agrecprent cof the bereflclary or by a funds-itransier

-

" . -

svstem rule if the benelic:iary is notified of the rule pefore

[

initiation of the funds transfer.
Sec. 30. NEW SECTION. 554.12405 PAVMENT BY BENEFICIRRY'S
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BANK TO BENEFICIARY.

i, If the beneficiary's bank credits an account of the
beneficiary of a payment order, payment of the beneficiary's
bank's obligation under section 554.12404, subsection 1,
occurs when and to the extent the beneficiary is notified of
the right to withdraw the credit, the bank lawfully applies
the credit to a debt of the beneficiary, or funds with respect
to the order are otherwise made available to the deneficiary
by the benefilcilary's banik,

2. If the beneficiary’'s bank does rnot credéit an account of
the beneficlary of a payment order, the fime when payment of
the bereficiary's bank's obiigatiorn under section 554.12404,
subsectlon 1, occurs 1s governed by principles of iaw that
determine when an obiigation is satisfied.

3. Except as stated in subsections 4 and 5, if the
benaficiary's bank pays the beneficiary of a payment order
U

er a condition to payment or agreerent cf the beneficiary

the order, the condition to payment or agreement is not
enforceable.

4. A funds-transfer system rule may provide that payments
made to beneficlaries of funds transfers made through the
system are provisional until receipt of payment by the
beneficiary's bank of the payment order the beneficiary's bank
accepted. A beneficlary's bank that makes a payment that 1s
provisional uncer the rule is entitled to refund from the
bepeficiary if the rule reguires that both the beneficiary and
the originator be given notice of the provisiornal nature of
the payment before the funds transfer is initiated, the
beneficiary, the beneficlary's bank and the originator's bank
agreed to be bound by the rule, and the beneficiary's bank did
not receive payment of the payment order that the
beneficiary's bank accepted. If the peneficiary is obligated

to refund payment to the beneficiary's bank, acceptance of the

__28...
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payment order by tne bereficlary's bankx is nullified ard no
payment by the originator of the funds transfer fo the
beneflciary occurs under section 554.12406.

5. This subsection applies to a funds transfer that
includes a payment order transmitted over a funds-transfer
system tnhnat nets obligations mulzilaterally among
participants, and has in effect a loss-sharing agreement among
participarts for tre purpose of providing funds necessary to
compiete settlement of the obligations of one or more
participants that do not meet their settlement cbilgations.

If the beneficiary's bank in the funds transfer accepts a
payment order and the system falls to corplete settlement
pursuant to the system's rules with respect L0 any payment
order in tne funds transier, the acceptance by the
beneficiary's bankx 1s nullified and no person has any right or
ebligation based on the acceptarce, the berneficiary’s nanx
entitled to recover payment from trhe beneficiary, payment
the originator

554.12406, and subiect to section 554.12402, subsection
each sender 1n the funds transfer 1s excused from
obligation to pay its payment order under section
subsection 3, pecause the funds transfer has not be
completed,

$ec. 31. NEW SECTION. 554.124(6 PAYMENT 3Y ORIGINATOR TO
BENEETICIARY -- DISCHARGE QF UNDERLYING OBLIGATION.

l. Subzect to section 55%4.12211, subsection %, and section
554.12405, subsections 4 and 5, the originator of a funds
transfer pays the beneficiary of the originator’s payment
order at the time a payment order for the benefit of the
beneficiary is accepted by the beneficiary's bank ir the funds
trarster and in an amount equal tc the amount of the order
accepted by the beneficiary's bark, but not more than che
amount of the originator's order.

2. If paywent under subsection 1 is macde to satisfy an

obligation, the obligation is discharged to the same extent
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discharge would result from payment to the beneficiary of the

hl

same amount in money, unless the payment under subsection 1
was made by a means pronibited by the contract of the
peneficliary with respect to the obiigation, the benzficiary,
within a reasonable time after receiving notice of receipt of
the corder by the beneficlary's bank, notified the originator
of the beneficiary's refusal of the payment, funds with
respect to the order were not withdrawn by the beneficiary or
applied to a debt of the beneficiary, or the beneficiary wouid
suffer a loss that could reasonably have been avoided if
payment had been made by & means complying with the contract.
If payment by the originator does not resuit in discharge
under this section, the origirator is subrogated to the rights
of the beneficiary to receive payment from tne benefic:ary's
pank under sectlion 5%4.12404, subsection 1.

3. TFor the purpose of determining whether discharge of an
obligation occurs under subsection 2, 1f the beneliciary's
bank accepts a payment order in an amount egual 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 0o be in the amount of the originator's
crder unless upon demand by the beneficiary the originator
does rot pay the beneficiary the amount of the deducted
charges.

4. Rights of the originator or of the beneficiary of a
funds “ransfer urder this section may be varied only by
agreement of the originator and the beneficiary.

PART 5
MISCELLANEQUS PROVISIONS

Sec. 32. NEW SECTION. 554.12501 VARIATION BY AGREEMENT

AND EFFECT OF FUNDS-TRANSFER SYSTEM RULE.

1. Except as otherwise provided in this article, the

rights and obligations of a party to a funds transfer may be
varied by agreement of the affected party.

2. "Funds-transfer system rule" means a rule of an
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association of banks governing transmissicn of payment orders
by weans of a funds-transfer system of the asscciation or
rights ané obligations with respect o those orders, or to the
extent the rule governs rights and obligations between Danxs

that are parties to a funds transfer in which a federal

4
1]
4

serve hank, acting as an intermediary bank, sends a payment
order to the peneficiary’'s bank. Except as otherwise provided
in this article, a funds-transfer system rule governling rights
anc obligations bevween participating banks using the systenm
may oe 2lfective even if the rule conflicts with this arcicle
and 1ndirectly affects another pariy to the funds transfer who
does rot consent to the rule. A funds-transfer system rule
ray a:so goverr the clghts and obligations of parties cther
thair participating banks using zhe system to the extent s.ated
in section 554.12404, subsection 3, sectlion $54.12403,
subsection 4, and section 554.12307, subsection 3.

Sec. 33, NEW SECTIQN. 554.12502 CREDITOR PROCESS SERVED

ON RECEIVING BANK -- SIZTOFLI 3Y BENEFICIARY'S BANK,

(3]

1. As used in this section, "creditor process” means levy,
aitachment, garnishnent, notice of llen, sequestration, or
similar process issued by or on benhalf of a creditor or other
claimant with respec:t to an account.

2. 'This subsgectlon applies 1o the creditor process with
respect to an auihorized account ol the sendev of & gayron:
oréer if the creditor process is served on the recelving hank.
For the purpose c¢f determining the rights of the parties with
respect to the creditor process, 1f the receiving bank accepts
the payment order, the balance in the authorized account s
deemed to be reduced by the amount of the paymen:t order -c the
extent the bank did nct otherwlise receive payment of the

order, unless the creditor process is servecd at a time and in

a manner affording the bank a reasconeble opportunity to aci on
it before the bank accepts the paynent order.

-~

3. IfE a beneficiary's bank has received a payment order
e

h

Or payment to the beneficlary's acccocunt in the bank, th
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following rules apply:

a. The beneficiary's bank may credit the berneficiary's
account. The amount credited may be set off against an
obligation owed by the beneficiary to the bank or may be
applied to satisfy a creditor process served on the bank with
respect to the account.,

b. The beneficiary's bank may credit the bereficiary's
account and allow withdrawal of the amount credited unless a
creditor process with respect to the account {s served at a
time ard in a manner affording the beneficiary's bank a
reasonable opporturity to act to prevent withdrawal.

c. If a creditor process with respect to the beneficiary's
account nas been served and the benefliciary’'s bank has had a

reasonable opportunity to act on it, the benefliciary’s bank

may not reject the payment order except for a reascn unrelated

to the service of process.

4. Creditor process with respect t¢e a payment py the
originator to the bereficiary 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 required to act with
respect tc the process,

Sec. 34. 554.12503 INJUNCTION OR
RESTRAINING ORDER WITH RESPECT TO FUNDS TRANSTER.

For proper cause and in compliance wlth applicable law, a
court may restrain a person from issulng a payment order o
initiate a funds transfer, an originator's banik from executing
the payment order of the origirator, or the beneficiary's banx
from releasing funds tc the beneficiary or the beneficiary
from withdrawing the funds. A court may not otherwise
restraln a person from issuing a payment order, paying or
receiving payment of a payment order, or otherwise acting with
respect to a funds transfer.

Sec. 35. NEW SECTION. 554.12504 ORDER IN WHICH ITEMS AND
PAYMENT ORDERS MAY BE CHARGED TO ACCOUNT -- ORDER OF
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WITHDRAWALS FROM ACCOUNT.

1. TIf a receiving bank has recelved more than one payment
order of the sende:r or one or more payment orders ard cther
ttews that are payable £rom the sender's account, the bank nmay
charge the sender's account with respect to the various orders
and lftems 1n any seguence.

2. In determiring whether a credit to an account has bean
withdrawn by the heolder of the account or applied to a debt of
the hclder cof the account, creditzs first made to the account
are rirst withdrawn or applied.

Sec. 36. NEW SZCTION. 554.12505 PRECLUSION QF OBJECTION
TO DEBIT QX CUSTCMER'S ACCOUNT,

-

if a receiving bank has received payment {rom the receiving
bank's customer wiih respect to a payment crder issved in the
name of tne customer as sender and accepted by the receiving
paitk, and the customer received notification reasonably
identi1fying the order, the customer 1s prec:uded from
asserting that the receiving bank 1s not entitled to retaln
the paymwent unless the customer notifies the receiving bank of
the customer's cbjection %o the payment within one year after
tne notlfication was received by the customer.

Sec. 37. NEW SECTION. 554.12506 RATE OF INTEREET.

1. If, under thils article, @ veceiving bank is to pay

interest with respect to a payment order igsued to Lhe banx,
the amount payable may be determined by agreement

=

o
sender and receiving bank, or by a funds-transier system ru
1f the payment order 1s transmitted through a funds

systedm.

2. If the amount of interest is not determined by an
agrecmenr, Or ruxe as stated In subsection L, the amount is
calculated by multiplying the applicable federal Iunds rat
the amount on whicn interest is payable, and then multiviying

rumber of days for which interest is

e
payavle., The applicable federal funds rate is the average of
1 biished by the federal reserve bank
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of New York for each of the days for which interest 1s pavable
divided by three nundred sixty. The federal funds rate for
any day on which a published rate 1s not avaiiable 1s 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 nct compieted, but
the failure to complete was not due to any fault by the
receiving bank, the interest payable is reduced by a
percentage equal to the reserve requirement on depcsits of the
receiving banx,

Sec. 38. NEW SICYION, 554.12507 CHOICE OF LAW.

1. The following rules apply unless the affected parties
otherwise agree or subsection 3 applies:

a. The rights and obligations between the sender of a
payment order and the receiving bank are governed by the law
of tne jurisdiction 1n which the receiving bank 1s located.

b. The rights and onligations between the beneficiary's
bank and the beneficlary are goverred by the law of the
jurisdiction in which the beneficiary’'s bank 1s located.

¢. The issuc of when payment is made pursuant to a funds
transfer by the originator to the beneficlary is governed by
the law of the jurisdiction in which the beneficiary's bank :is
located.

2. 1f the parties described in each paragraph of
subsection 1 have made an agreement selecting the law of a
particular jurisdiction to govern rights and obligations
between each other, 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.

3. A furds-trarsfer system rule may select the law of a
particular jurisdiction to govern (i} the rignhts and
obligations between participating banks with respect to

payment orders transmitted or processed through the system, or
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{11) the rights and obligatiors of some or all partles to a .
furds iransfer any part of which 1s carried out by means of

the system. A choice of law made pursuant to clause (i) 1s

1

pinding on participating banks. A choice of law made pursaant
Lo cliause {1i) is binding or tne originator, other sender, Or
a reuveliving bank having rotice that the funds-transfer systern
might be used 1n the funds transfer and of the choice of law

by tine system when the originaror, other sender, or recelving

bank issued or accepted & payment order. The bpeneficiary of a

funds transfer is bound by the choice of law if, when the
Sunds transfer is initiated, the berneficlary has notice tnas

ra
the funds-transfer system might be used 1in the funds transfer
anc of the cholice of ijaw by the system. The law of a
jurisdiction selected pursuant to this subsectlion may govern,
whether or not that law bears a reasonable rela.icn to the
maLier in issue.
4. In the event of Inconsistency between an agreerient
under subsection 2 and a choice-of-law rule under subsectlon .
3, tnc agreement under subsectlion ? prevails.
S. If a fuads :transfer 1s made by use of niore vhan cne
funds-transfer syztem ancd there 1s ilnconsistency peltweon
cholce-of-law rules of the systems, the matter in Lssue 15

the

J\

goveriied by the law 0f the selected curisdicticn that has
most sigrificant relationsnip to the matter in lssue.

Sec. 38, Section 354.:105, subsection 2, Code 1991, is
anenrded tc read as follows:

2. Where one of the following provisions of this chapter
specifies the applicable law. that provision governs and a
contrary agreement is effective only to the extent permitted
by the law (includiecg the conflict of laws rulas) so

speclfied:

\ C
CcnLuoh 554.4102.
rs subject te the Arcicle on Bulk Transfers.
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Section 554.6102.

Applicability of the Article on Investment Securities,
Section 554.8106.

Perfection provisions of the Article on Secured
Transactionsy-section. Sectiqg 564.9103.

Governing law in the Articie on Funds Transfers. Section

554.12507.

R -~ B W

EXPLANATION
This bill enacts a new article 12 to the uniform commercial

code relating to transfers of funds primarily between

businesses or financial institutions. The billl was approved
by the national conference of commissioners on uniform state

laws.

LSB 1008HH 74
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HOUSE FILE 150

AN ACT
RELATING TO THE TRANSFER OF FUNDS BY E£NACTING THE UNIFORY,
ACT AND 2PROVIDING CIVIL REMEDIES.

HE IT ENACTED BY THE GERERAL ASSEMBLY OF THE STATE OF I0WA:

ARTICLE 12
FUNDY TRANSFERS
PART 1
SORJFCT MATTER AMD DEFINITIONS
Section 1. NEW SECTION. $54.121001 SHORT TITLE.
This article shall be known and ray be clted as "Uniform
Commercial Code -- Funds Transfers,'
gec. 2, NEW SECTION., $54.12102 SUBJECT MATTER.

House File 150, p. 2

Except as otherwise provided in section 534.12108. this
article applies to funds transfers defined in sec-ion
554,12104.

Sec. 3. HEW SECTION, 5%4.1210) PAYMENT ORDZR - -
DEFINITIONS.

In this article unless the context otherwise requires:

L. a. "Payment order" means an inatruction of a sender to
4 receiving bank, transmitted orally, electronically, or in
writing, to pay., ot to cause another bank to vay. a fixed or
determinable amount of moncy to a veneficiacy LE all of the
following apply:

(L} The instruction does not state a condition L0 payment
to the beneficiary other than time of payment,

{2) The receiving bank is to be reimbursed by debiting an
account of, or other=isc receiving payment from, the sendec.

{3) The instruction is transmitted by the sender directly
Lo the receiving bank or to an agent, funds-transfer system,
or commuaLcation system for transmittal to the receiving bank.

b. A payment ordec Ins3teucting nore than one payment to be
made to a beneficiary is a separate payment order with resyect
to each payment,

€. A payment ordec is issued when it is sent 1o the
teceiving bank,

2. "Beneficiacy” means the person to he pald by the vene-
ficiary's bank.

1. "Beaeficiary's bank" means the bank identified in a
payment order ia which an account of tne beneficiary is 1o be

credited pursuant Lo the order or which otherwise P15 ko rake

payment to the heneficiary if the order does not provide for

payment. Lo an account.

1. "Reveiving bank" means the bank to which the sender 'y
wnstruction iy addressed,

5. "Sender” mecans the pecson giving the instruction ko toae

fRCeiving bank.
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Sec. 4. NEW SECTION. 554.12:04 {UNDS TRAKSFER - OFFINI-
TIOKS,

[r. tals art:cle unless the context otherwise requices:

L. "Fundg tracsfec” means the series of transactions, be-
ginning witn the oariginatoe's payment arder, made for the pur-
pose of making payment to Lhe beneficiary of the order. The
teen includes any payment ocrder issced by the orilginator's
bank ocr an intermediary dank (otended to carry out the
originaror’s payment order. A funds transfer 15 completed by
acceptance by the beneficiary's hank of a payrent ordec for
the benefit of the beneficiary of the ociginator's paynent
order.

2. "Intermedidry bank™ means a4 teceiving bank other than
the ociginator’'s bank or the beneficiacy's bank.

J. "Originator" means the sender of the first payment
order in a fundg transter.

4, "Originator’'s bank™ reans the receiving bark to whien
the payment order of the originator is issued if the
originator ig not a bank, or the orig:nator if the originator
15 a banx,

Sec. 5. NEW SECTION. 554.12105 OTHER DEFINITIONS.

1. Iem this article unless the context otnecwise ceqguires:

a. "Authorized account” means a deposit account of a
cuntoner in a bank designated by the customer as a source of
payment of payment orde:rs issued by the customer o the bank.
[€ a customer does not so designate an account, any account of
the custorer is an aquthorized account if payment of a paymenat
order {rom thai account is noat inconsistent with a restriction
on the use of that account,

b.  "Jauk™ reans a person engaged 1n the busionss of
banking and includes a savings bank, savings and loan
association, credit union, and trus®t company. A& brawch or
separate cffice of & bunk i3 a separate bank for putposes of
thig acticle,

House T:ile 130, p. ¢

c. "Customec™ means a person, including a bank, having an
account with a bark or fror wnom a bank has agreed to recejve
paywent orders.

d. "Funds-transfer busiress day” of a receiving bank means
the part of a day during which the receiving bank is oper for
the receipt, processing, and tcansmittal of paytenc orders,
and cancellations and amendrents of payrent orders.

e. "FPunds-transfer system” means & wire transfer actwock,

automated clearing house, or other comounicatien system of a

clearing house or other association of banks through which a
payment order by 4 bank may be transmitted to the bank to
w“hich the order is addressed.
f. "Good faith" means nonesty in fact and the obsevvance
of reasonable commercial standards of fair dealing,
g. "Prove" with respect to a fact means to meet the purden
of establishing the fact as defined in section 554,)201,
subsection 8.
2. Other definitions applying to this article and the
sections an which they appear are:
“Acceptance” 5h4.12209
"Benefliciary” 554.12103
"Beneficiary's bank 554.12103
"Executed" 554,12J01
“Execution date" 354.12301
"Punds transfec” 354.12104
"Funds-transtec system rule” 554.12%01
"Governing law" 554.12907
“Intermediary bank” 554,12104
"Originatoc” 9554.12104
"Originator's bars" 54%4.12204
"Payment by beneficiacy's pank to beceficiary” $54.1240%
“Payment by originator to veneficiaey” 554.12408
“Payment by sendec to receiviag bank™ 954,12403
“payment date” 554.12401
"Paymens ovder” 954.12:03
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"Receiving banx™ 5%4.:2103

"Security procedure’ 3%%.12201

"Gender” 5534.12101

J. The followiag definitions in article 4 apply to this
arv.cle:

"Clearing house® 554.41n04

“ltem" 554.41949

"Suspends payments' 554.4104

4. In addition, article 1 contains general definitions and
principles of construction and integpretation applicable
throughout this article,

S5cc. b, 594,12106 TIME PAYMENT ORDEHR IS
RECEIVED.

l. The time of receipt of a payrent order or communication
canceling or amending a payment order is determined by the
rules applicabie to receipt of a notice stated in section
554.1201, subsection 27. A receiviag bank cay establish a
cut-off time or times on a fuads-transter business day for the
receipt and processing of payuent orders, and cormunications
canceling ov amending payment orders. Different cut-off times
may apply to payment orders, cancellations, or amendeents, or
to different cateqories of paysent ordecs, cancellatioas, or
amendments. A cut-off time may apply to sendecs generally, or

different cut-off times may apply to different senders or

categories of payrent orders. If a payment order or
communication canceling or amending a payuent ordec is
received after the close of a tunds-transier bysiness day or
afrer the aguropriate cut-off time on a fundg-transfer
business day, the recerving bank may treat the paynenc order
or commueication us received ai the opening of the next funds -
transfe: busianess day.

2. Unless ocherwise provided, 1f this asticle refers 2o an
exerution date or payment cate or 5tates a Jday on which g
eceiving hank 1s required Ko tace actice, dand the Jdate or day

does not fall on & bunds-tracsfec business day, the next day

House Firie 130, p. 4

that 15 a funds-rcansfer business day is teeated as the daze
or day stated.

Sec, 7. NIW SECTLON. 554.12107 FEDORAL HESERVE
REGULATIONS AND OPERATING CIRCULARY,

Regulations of the board of governars of the fedecal
reserve system and operating circulars of the federal resorve
banks as of July 1, 1991, supersede any inconsistent provision
of this article to the extent of the inconsistency.

Sec, 8. NEW SECTION. 554.12108 EXCLUSION OF CONSUKER
THANSACTLONS GOVERMED BY FEDERAL LAW.

This article does not apply to a funds transter any part of
which Ls goveroed by the Elecrranic Fund Transfer Act of 1978,
1S U.S.C. § 1693 et seqg.

PART 2
ISSUEL AND ACCEPTANCE OF PAYMENT ORDER

Sec. 9. REW SZCTION. 554.12201 SECURITY PRUCEDURE,

"Security procedure” ccans a procedure establisrhed by
agreement between a customer and a4 recelving bank for the
puzpose of verifying that a payment order or cormunication
amending ocr canceling a payment order is that of the customer,
or detecting ertor in the transmission or the content of the
payrent order or communication. A security procedure nay
cequire the use of algorithrs or other codes, identifying
words or numbers, ecctyption, callback procedures, otr similar
security devices. Comparison of a signature on a payoent
order or comrunication with an authorized specimen sigonature
of the custorec 15 nos by itseif a security proceduce.

Sec. 10, NEW SECTION. $%39.12202 AUTHORLZZD AND VEQIFLED
PAYMENT QRDIRS.

1. A payment ovde:r rece.ved by the receiving bank is the
authorized orde: of the person 1deati1fied as sender it that
pergon autncrized tne arder or 1% otherw.se boand by a1t ueder
the law of agency.

2. 1€ 4 bank and 1ts customer have agreed that -ne

authenticoty of payment orders 1syued 10 the bank 1n the nane
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¢t the customer as sender wiil be verifled pursuant to a
security procedure, a payment order received by the receiving
bank s effective as the order of tae customer, whether or not
authorized, If the security procedure 1§ a commercially
reasonable method of providing security against unauthorized
payment crders, and the ban< proves that it accepted the
payment ordec in gouod faith and in compiiance with the
security pracedure and any written agreement or instruction of
the custcmer restricting acceptance of payment ocders issued
Lo the name of the customer. The bank 1s not ceguired to
follow an instruction that violates a written agreement wibth
the customer or notice of which is not received at a time and
tn 2 manner affording the bank a reasonavle opportunity to act
on it before the payment order is accepted.

J. Cemmetcial reasonaoleness of a security procedure is a
Quest.on of law to be determined by considering the wishes of
the custemer e<peessed to the bank, tLhe circumsiances of the
customer known to Lhe back, including the size, type, and
freguency of paymnent orders normally issued by the customer to
the bank, alternative security procedures offered to the
customee, and secur.ty proceduces in general use by customers
and receiving banks similarly situated., A security procedure
is deemed to be commercially reasonable if the security
procedure was chosen by the customer after the bank offered,
and the custorer refused, a security proceduce that was
commercially reasvnable for that custoner, and the cusiorer
expressly ageeed 1n weiting Lo be bound by any payment order,
whethet or not authorized, issued .o the customer’s nane and
acrepted by the bank an compliance with the security procedure
chosen by the customer,

4. The term “seade:™ in this article includes the customer
in whose name a payment order s issucd [f the order 1§ the
authotized ocde: of the customer under subsection L, of .t 1§

elifective av the order of tne customer andec subsection 2.

House File 150, p. &

5. This section applies to amerdments and cancellations of
payment orders in the same mancer it applies te paymen:
orders.

6. Except as provided ia this section and section
$54.12201, rights and obligations arising under tonis section
or gection 554.12203 may not be varied by agreerent,

Sec. 1L, NEW SECTION.  954.12203 UNFNFORCEABILITY QF
CERTAIN VERIFIED PAYMENT ORDERS.

LE an accepted payrent order is not an authocrized arder of
a custorer 1dentified as sender pursuant to sect:on 554,12202,
subsection 1, but is effective as an order of the customer
putsuant ko section 554.12202, subsection 2, the following
rules apply:

L. By express «ritten ageecment, the recewving bank may
limit the extent to which 1t is entitled to enforce or retain
payment of tne payment order.

2, The receiving bank is not entitled to enforce or retain
payment of the payrent ordec it the customer proves that the
ordet was not caused, directly or indirectly, by a person
entrusted at any time with the authority to act for the
customer with respect Lo payment ocders or the security
procedure, or who obtained access to tranusmitting facilities
of the customer or who obtained, from a source controlied by
the cugtomer and without authority of the receiving bank,
information facilitating breach of the security procedure,
regardless of hew the information was obiained or whethe: the
customar was at fault., Information includes any access
device, computer soliware, or similar items.

J. This section applies to amendments of payment orders in
the same mannec it apwplies ro payment orders,

Sec. 12, NEW SECTION. 554.12204 REFUND OF PAYMERT AMND
DUTY QF CUSTOMER TO REPORT @WITH RESPECT TO URAUTHORIZED
PAYMENT ORDER,

1. If a receiving back accepts a paycent order issued in

the name of its customer as sender which 1s not aatborized and
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not etfective as the ordec of the customer under section
554.12202, or which is not enforceable, in whole or in part.
against the custorer under section %%4.12203, the bank shall
tefund any payment related to the payrent order received from
the customer to the extent the bank is not entitled to enforce
payrent 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
intecest from the bank on the amoynt to be refunded 1f 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
excecding ninety days after the date the customer received
notification Eeom the bank that the order was accepted ot that
the custonee's account was debited with respect to the order.
The bank is not entitled to any recovecy from the customer as
4 result of a failure by the customer to give notification as
stated ian this section,

1. Reasonmable time under subsection L may be fixed by
ageeement as provided in section $54.1204, subsectionm 1, but
the obligation of a receiving bank to refund payment as stated
in sebsection 1 may not otherwise be varied by agreerent,

Sec. 13, NEW_SECTION. 554.12205 ERRONEQUS PAYMENT
ORDERS.

L. If an accepted payment ordec was transnitted pursuant
to a security procedure for the detection of ercor and the
payment order (i) erconecusly insttucted payment Lo a
beneficiary not iantended by the sendec, (1i) erroneously
instructed payrent in an amount greater than the arount
intended by toe serder, or (iii}) waz an erroneously
transmitted dupiicate of & payoent ocder prev._ouyly sert by
the sender, the following rules apply:

4., If the sendier proves that rhe sendec o¢ a pecson acting
on sehalt of “he sender pucsuant Lo section $5%4.12206 corpled

With the security procedurs and that the error wo:icé have keen

douse File 150, p. 10

detected if the receiving bank had also corplied, the sendec
is not obligated to pay the order to the extent stated in
subsecctions 2 and 3.

b. If the funds kransfer is completed on the basis of an
erronecus payment ordec desceibed in (i) or (iii) of
subsection 1, the sender 13 nct obligated to pay the actder and
the receiving bank i3 entitled to recover from the beneficiary
any arount paid to the beneficiary to the exteat allowed by
the law governing mistake and restitution.

¢. [If the funds transfer ia completed on the basis of a
payment ordec described in (ii) of subsection 1, the sender

5

not obligated to pay the order to the ex<tent the amount
teceived by the beneficiary is greater than the amount
intended by the sender. In that case, the tecelving bank 1s
entitled to recover from the beneficiary the excess amount
teceived to the extent allowed by the law governing mistake
and restitution,

2. If the sender of an erenneous payment ordec described
in subsection 1 1s not obligated to pay all or part of the
order, and the sender receives notification fron the receiving
bank that the ocrder was accepted by the bank or that the
sender's account was dJdebited with tespect to the ocdee, the
sender nas a duty ¢ exercise ordinaty care, on the bagis of
information available to the sender, to discover the ertor
with respect to the order and to advise the hank of the
relevant facts within a reasonable time, act vxceeding ninety
days, aftec the bank's notification was ceceived by the
sender. LI the bank proves tkat the sender farled to perfocn
this duty, the sender is lianle to the bank for the loss the
bank proves it incucred as a result ot the failure, not to
exceed the amount of the sendet's osrder.

3. This section applies to amendrents to paymrent orders in
the sane manner it applies to payment crdecs.

Sec. 14, NFW SECTION,  554.12206 THANSMISSION OF PAYMENT
ORDER THROUGH FiINDS -TRANSFER OR OTAER COMHUNICATON SYSTIM.
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It a paymert order addressed to a receiving bank is
Lransmitred to a tunds-transier syster oc other thied-pac:ty
comtuntcation system for transmittal to the bank, the systen
i3 deeted to be an agent of the sender for the purpose of
transmitting the pavrent order to the bank. -f Lhere 15 a
discrepancy between the terms o€ the payment order transmitted
tn the systein by the sender and the tecms of the payment c¢rdec
trangmiteed by the systen 1o the bank, *he terms of the
payment order of the sender are deemed to be those transcmitted
by the system. This section does not apply to & funds-
transfer system Of the federal reserve banks.

This section applies to cancellations and amendments of
payment orders in the same manper it applies to payment
orders,

Sec. LS. MNEW SECTION., 554.12207 MISDESCRIFPTION OF
BENEFICIAHRY.

1. Subject te subsection 2, if, in a payment order
veceived by the beneliciary’'s bank, the name, banx account
number, or other identification of the beneficiary refers to a
nonexistent or umadentifiable person or account, no person has
rights as a beneficiary of the order and acceptance of the
order cannot occur.,

4. 1€ a payment order received by the beneficiary's bank
1deatifies the beneficiary both by name and by an identifying
ot bank account number and the name and number identify
different persons, the following cules apply:

a. Except as otherwise provided in subsection 3, if the
veneliciary's bank does not koow that the nane and number
refer to different persons, it may rely on the numbec as the
proper identification of the heneficiary of the order. The
beneficiary's bank need no: determine whether the name and
numbetr refer te the same person.

b. If the benef:crary's bane fays the perszon ideatified by
rame or knoug that the nume and nutber identify different

perscns, ng person has riohts as heneficiary excepl the pecson
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paid by the beneficiary's bark i€ that person was entitlad to
recelve payment from the origirator of the fuads trans€ec. If
rno person has rights as beneticiary, acceptance of the ocder
cannot occur,

3. If a payment order described (n subsection 2 is
accepted, the originator's payrent order described the
bencficiary inconsisvertly by nare and number, and the
beneficiary’'s bank pays the pe. .0 identified by number as
permitted by subsectior 2, paragraph "a", the following rules
apoly:

a. [f the origicator is a bank, the originator shall pay
the originatocr's order,

b. If the originator Ls not a bank and proves that the
person identified by number was not entitled to receive
payment from the originator, the origirator is not obligated
€0 pay the originator's order unless the originator's bank
proves that the originatoc had notice, before acceptance by
the originator's bank of the originator's order, that payment
of a payment order :ssued by the origirator migne be made by
the veneficiary’s bank on the basis of an identifying or bank
account pumber even if it identifies a person different Erom
the named beneficlary. 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 signed a
writing stating the information to which the rotice relates
befare the payment arder was accepted.

4. In a case governed by subsection 2, paragravh "a", if
the beneficiacy's bank righttully pays the person identified
by nurber and that person was rot entitled to ceceive payment
from the originazce, the amount paid 1ay be recovered from
thai pergson to the exteont allowed by bLhe law coverning mistaxe
and restitution as tollows:

a. [If the vriginaicr is obligated to pay its payment order
as stated in subsection 3, the ociginator has the rignt to

fecover .
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b. [If the originator 1s oot a bank and is not odbligated to
pay its payment order, the originator's bank has the right to
tecover .

Sec. 16. NEW SLCTION. 554.12208 MISDESCRIPTION OF
[NTERMEDIARY HANK OR BONEFICIARY'S BANK.

L. 7This subsection applies to a payment order identifying

an intermediary bank or the beneficiary's bank only by an
ident1fying number .

4. The receiving bank may rely on the aumber as the proper
identification of the intermediary or beneficlary's bank and
need not determine whether the numbee identifies a bank,

b.  The sender shall compensate the cecelving bank for any
loss and expenses incurcred by the receiving bank as a result
of the receiving bank's reliance on the number in executing or
attempting Lo execute the ordec.

2. This subsection applies to a payment order ideatifying
an internediary bank or the beneficiary's bank bath by namre
and an identifying number if the name and number identify
different persons,

a. It the sender is a bank, the teceiving bank may cely on
the number as tae proper identification of the intecrediary oc
beneficiary's bank if the receiving bank., when it executes the
sendec’s order, does not know that the name and number
identify diffecent persons. The receiving bank need not
determine whether the name ard nurber cefer to the sane pecson
or whether the nucber tefecs to a bank. The sender shall
comgensate the recerving bank for any loss and expenses
incuecred by the receiving bank as a result of the rece lving
bank's celiance on the pumber in executing or attempting to
expcute the order.

b, If the sender 19 not a bank and the receiving bank
proves that the sencer, befoce the payment order was dccepted,
had ant.ce Lhat the receiving bank fight rely 22 the nalder as
the propec identification of the intecrediary oc berwficiacy's

bank even 1I b ident.fies o nersor different tren moe bank
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identified by name, the rights and obligations of the sender
and the receiving bank are governed by paragcaph "a"“, us
though the sender were a4 bank. Proof of notice may be made by
any admissible evidence. The receiving hank satisfies the
butden of proof Lf it proves that the sender. befoce the
payment ordec was acceptad, signed a writing stating Lhe
information to which the notice retates.

¢. Regardless of whether the sender is a bank, tne
ceceiving bank may rely on the name as the proper
identification of {he intermediary or beneliciary's bank it
the receiving hank; At the time the receiving bank executes
the sender's order, does not know that the name and aumher
identify different pecsons. The receiving bank need not
determine whether the name and number refur Lo the same
gerson,

d. If the receiving bank knows that the name and numbe r
identify diffecent persons, reliance on either the name ot the
aumber in executing the sender's payment order is a breach of
the cbligation stated in section 554.12302, subsection L,
paragraph "a™.

Sec. 17. NEW SECTION., 554.12209 ACCEPTANCE OF PAYMENT
CRDER.

L. Subject ro subsection 4, a teceiving bank otber than
the beneficiaty's bank accepts a payaent order when it
executes the order,

2. Subject to subsections 3 and 4, a beneficiary's bank
accepts a payment order at the earliest of the fallowing
times:

a. HWhen the bant pays the bereticlary as stated 1o section
354. 12405, subsect.on ! or 2, o aotifies the benet .ciary of
receipt of the order 5 that the account of the beneficiacy
has been credited with respect to the order, unlest the notice
tndicates bhat the bank 15 rejecting the order ot tonat funds
with respect to tae ocaer ray 2ot be withdrawn or used until

teceiph ¢f payment from the sender of the urde:;
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b, When the hank receirves payment of the entire ardunt of
the sender’s order pursuant <o sectian 5%4.12403, subsect.on
L. pacagraph "at or "b": or

<. The opening of Lhe next funds transfer bysiness day of
the bank following the payment date of the arder 19, at that
teme, the amount of the sender’'s order is fully covered by a
withdrawable credit balance 1n an authorized account of the
sender of the bank has otherwise rece:ved fail payment from
the sender, unless the order was rejectad before that time o

18 re)ected within one hour after that time, or one hour aftec

the opening of the next business day of the sender following

the payment date if the time is later. If notice of rejection
i3 received by the sender after the payment dute and the
anthorised account of the sender does not bear interest, the
bank shall pay 1ntecest to tnhe sender on the amount of the
oeder for the number of days elapsing after the payment date
to the day the sender receives notice or icarns that the ocder
was not accepted, counting the day that notice is ceceived us
an eiapsed day. 1¢ the withdrawabie credit balance during
that. period falls below the amount of the order, the amount of
interest payable 13 ceduced accordingly,

. Acceprance of a payeent order cannot cccur befare the
order is received by the receiving bank. Acceptance does not
cecur under subseation 2, paragraph “h" or "¢", if the
beneficiary of the paymest order does not have an account with
the recelving bank, the account has been closed, or the
receiving bank 15 not permitted by law to receive credits for
the benciiciary's account

4. & payment order issued Lo the originator's bank cannot
e acceoted until the payrent date 1f the bar i3 the
veneficiary's bank, or the executios date 1f the bank is no:
the bereficlary's bank., [f the or.§1nator's bani executss <ne
origirator’s payment order sefore the execut:on date or pays
the beneficiary of tae originato:r's gayren: order before the

peyient cate and the payrent drder 13 subsequently casceled
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pursiant to section 554..2211, subseciion 2, Lhe bank may
recover from the beneficiaty any payment receiverd to the
extens, allowed by the law governing mistake and restitution.

Sec. 18, NEW _SECTION.  534.12210 REJECTION OF PAYMENT
OHODER .,

l. A payment ordec is rejected by the receiving bank by a
notice of rejection transmitted to the sender orally.
electronically, or in writing., A notice ob rejection meed not
use any particular words and 1s sufficient if the notice
indicates that the receiving bank is rejecting the arder oc
will not execute or pay the order. Rejection is effective
wien the notice is given if transmission is by a means that is
reasonable under the circumstances. [ notice of rejection is
given oy a means that is not reagonable, rejection is
effective whea the notice is received. If an agreement of the
sender and receiving bank establishes the means to be used to
reject a4 payment ordec. any means conplying with tae agreezent
1 reasonable and any ~eans not compiying is not reasonable
ualess no significant delay 1n receipt of tae notice resulted
from the use of the noncomplying means.

2. This subsection applies i€ a receiving ban< other than
the bereficiacy's bank fails tc execuie a payment ocdec
despite toe existence on the executlon date of a withdrawable
credit balance in an authocized account of the sender
sufficient to cover the order, If the serdec does rot receive
notice of rejection of the order on the exceution date and toe
authurized account of the sender does not bear inzerest, the
bank shall pay 1nterest to the sconder on the amount of bhe
order for rhe number of days elapsing after the execution date
to the earlier of the day the order 15 canceled pursuant to
section $34.12211, subszeciion 4, or the day the sender
teceives notice or learns that the crder wan not executed,
counting the Einal day of the period as an elapsed day. If
the withdrawable credit balavce during that pecriod falls oelow
the amount of the ordec, the amount ~f interest is teduced
accordingly,
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3. If a receiving bank suspends payments, all undccepted
payment orders issued to the ceceivang bank are deemed
tejected at the time the bank suspends payments,

4. Acceprtance of a payment order precludes a latec
tejection of the order. Rejection of a payment order
precludes a later acceptance of the ordec.

Sec. 19, NEW SECTLON.  $54.12211 CANCELLATION AND
AMENDMENT OF PAYHMENT ORDER,

L. A communication of the sender of a payment otder
canceling or amending the order may be transmitted to the
teceiving bank orally, electronically, or in writing., 1€ a
security procedure is in effect between the sender and the
receiving bank, the comrunication is not effective to cancel
or amend the order unless the commuanication is vecified
pursuant to the security procedure ot the bank agrees to the
cancellation or arendrent.

7. Subject to subsection L, a communication by the sender
canceling or arending a payrent order is effective to cancel
or anend the ocdar [ f notice of the cormunication is received
at a time and in a4 ranner affording the recelving bank 4
reasonable opportunity to act on the coamunication bpefore the
bart accepts the paymeunl order.

3. After a payment order has been accepted, cancellation
or amendinent of the order is not effective unless the
receiving bank aqrees or a funds-transfer aystem tule allows
cancellation or amendment without agreement of the bank.

&. With respect to a payment order accepted by a receiving
bank other than the seneficiary's bank, cancellation or
arendnent iy not effective unless a conforming cancellation or
arerdrent of the payment order issued by the receiving bank is
also rade,

b, With respect to a paymort order accepted by the
beneficiacy's bane, cancellation ao¢ arendment is rot effecsive
unless the arder was isgsued 1n execution of an unautborized

pryment order, cr because of a mistaks by 4 sender i the
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funds transfer which tesulted in ethe issuance of a payment
order that is a duplicate of & payment order previously issued
by the sende:. that ordecs paynent to a beneficiary not
entitled to receive payment From the originatoc, or that
orders payment in an amount greater than tae amount the
bencficiLary was entitled to receive from toe originator., [f
the payment order 15 canceled or amended, the beneficiary's
bank is entitled ro recover fcom the beneficiary any amount
paid to the beneficiary to the cxtent allowed by the law
governing. mistake and restiturtion,

4. An unaccepted payment order is canceled by operation of
lav at the ¢lose of the fifth funds-transfec business day of
the receiving bark after the execution date or payment date of
the order.

5. A canceled payment order cannot be accepted. If an
accepted payment ogder is canceled, the acceptance is
nullified and no person has any right or obliqation pased on
the acceptance. Amecdment of a payment order is deemed to be
cancellation of the original order at the time of amendment
and issuance of a new payment ocder in the ameanded form av tne
same time,

6. Unless otherwise provided in an agreement of the
patties or in a tunds-transfer system cule, if the teceiving
bank, after accepting a payment order. agrees to cancellation
or amendment of the order by Lhe sender or is bound by a
funds-transter systen rule allow:ng cancellation or amendmant
without the bank's agreenent, the sender, whether or not
cancellation or amendment is effective, 18 biable to the bank
for any loss and expenses, including reasonable attceney's
fees, imcurred ny the bank a5 a result of the cancellarion oc
amendmect or attenpted cancellation or amecdsent.

1ok payment order 18 not revoked by the death or legal
lncapacity of the sender unless <ne receiving bank knows of
the death or of an adjudication of incapacity by a4 court of
cempetent jurisdicaien and has ceasonable opportunity to ace
before ycceprance of "he ordoer.
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B. A fondu-trans¥®er syster cule is not effective o the
extent 1t confl:c¢ts with subsection 3, pazagrapa "b™.

Sec. 20.  KEW SECTIGN. 5%4.12212 LIARILITY AND DUTY OF
RECEIVING BANK REGARDING UHACCEPTED PAYMENT QORDER.

If a receiving bank fails to accept & payment order that it
is obligated by express agreemeat to accept, the bank is
liable for breach of the agreerent ta *he extent peovided in
the agrectwent or in this article, but does nor otherwise have
any duty 20 accept a paymnent otder or, before acceptance, to
take any action, or refrain {rom taxing action, with respect
to the ordec except as provided in this article or by express
agreement. Liability based on acceptance arises only when
acceptance occurs ds stated in section 354.12209, and
Liability 1s limited 2o that provided in this article. A
receiving bank is not the agear of the sender or heneficiary
of the payment cvrder it accepis, or of any other party to the
funds transfer, and the bank owes no duty to any party to the
€unds eransfer except as provided in this article or hy
express agreement .,

PART 3
EXECUTION OF SENUER'S PAYMENT ORDRR RY RECEIVING BANK

Sec. 21, NEA SKCTION. 534.12301 HXECUTION AND EXECUTION
DATE.

l. A payrent order is executed by the ceceiving bank when
the cecriving bank 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,

2. U"Execution date” of a payment order reans the day on
which tae receiving ban< may pruperly issue a payment ordet in
exevcution of the sender's order. The execution date may pe
derermined by instruction of the sender but cannol be earlier
than the day the order is receirved and, unless otherwise
determined, is the day the order 15 received, If -ae sender's

irstruction states a payrent date, the execution date 13 the
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payment date or an earlier date on which execution lg
reasonably necessary to allow payment to the beneficiary on
the paysent date.

Sec. 22. NEW SECTION. 5%53.12302 OBLIGATIOKS OF KECEIVING
BANK [N EXTCUTION OF PAYMENT ORDER.

L. Except as provided in subgections 2 thecough 4, if the
receiving bank accepts a payoent arder pursuant to section
554.12209, subgection L, the bank bhas the following
obligations in execating the order:

a. The receiving bank is obligated to issue, on the
execution date, a payment order complying wibth the seader's
order and to follow the secder's instructions concecning any
interrediary bank or funds-transafer system to be used in
carcrying out the funds transfer, or the means by which payment
orders are to be transmitted in the funds teansfer. I[f the
originator's bank issues & payment ocder to an intermediacy
bank, the originator's bank shall instruct tae iatermediacy
bank according to the nstruction of the ociginator. An
intermediary ban< 1n the funds transfec is similacly bound hy
an instruction given to it by the sender of the paymeat order
it accepts.

b. 1€ rthe sender®s ingstruction states that the Funds
tcansfer is to be carried out telephonically or by wire
transfer oc otherwise indicates that the funds transfer is to
be carried out by the most expeditious means, the teceiving
bank is obligated to transmit its payrment ceder oy the most
expeditious available means, and to instruct any intermediary
bank accordingly. [If a sender’s instruction states a payment
date, the receiving vanx shali transnit the receiving benk's
payment order at a ticre and by means reasonably necessary to
allow payrent to the beneficiary un the payment date o1 as
5200 thereafter as s feasiole.

2. Unless atherwise instructed, a ceceiving bank executing
a payrent order way use any funds-transfer systen 1€ use of
that system 1s reasonable under the circumstances, and issue 2
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paymect order to the beneficiary's bank or to an intermediary
bank through which a payment order conforming to the sender's
order can expediticusly ve issued 20 the beneficiary's banx if
the recelving bank exercises ordinary care in the selection of
the interrediary bank. A receiving bank is not required to
follow an instruction of the sender designating a funds-
transfer systen to be used in carrying out the funds transfer
Lf the teceiving bank, in good faith, determines that it is
not teasibie to follow the lnstruction oc that foilowing the
insteuction would unduly delay completion of the funds
transfer,

J. Unless subsectior 1, paragraph "b", applies or the
receiving bank is otherwise iastructed, the teceiving bank may
execute a payrent order by transmitting the receiving bank's
payment order by first clasgs mail or by any means reasonable
under the circumstances. [If the receiving bank is instructed
to execute the sender’s order by transmitting the ceceiving
bank's payment owder by a pacricular means, the receiving bank
nay issue the payment order by the means stated or by aay
reans as expeditious as the means stated,

1. Unless iastructed by the sender, the ceceiviag vbank may
not obtain payment of its chacges for services and expenses in
connection with the execution of the sender's order by issuing
4 payment order in an amount eqgual to the amounl of the
sender's ordec less the amount of the charges, and may not
INStruct a subsequent receiving bank to obtain payment of itsg
charges 1n the szane manner,

Sec. 23, HEW SECTION, 5%4,12303 ERRONEOUS EXECUTIOR OF
PAYMENT ORDER,

L. A receiving bank that executes the payanent order of the
sender by i85uing o payment order in an amount greater tonan
the actuat of the sender s ordec, or that issues a paymen:
order in execution of the sender’s order and thea lesues a
duplicate nrder, 15 entitied to peyment of the amount of zhe

sende: "g order undeg sectioan 554.12402, sudsect.on 1, o f the
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provisions of that subsection are otherwise satisfied. The
bank is entitled Lo recover from the beneficiary of the
erronecus order the excess payinent received to the extent
allowed by the law governing mistake and cestitution.

2. A receiving bank that executes the paynent order of the
sender by issuing a payment order im an amount less than the
arount of the sender's order is entitled to payment of the
amount, of the sender's order under section S54.12402,
subsection 3, if the provisions of that subsection are
Otherwise satisfied and the bank corrects the error by issuing
an additional payrcent order for the benefit of the beaeficiarcy
of the sender's ocder, I[f the error is not corrected, the
lssuer of the erronaous order is entitled to receive or retain
payrent from the sender of the order only to the cxtent of the
arount of the erronecus order, This subsection does not apply
i€ the receiving bankx executes the sendecr's payment order by
issuing a payment order in an amount less tham the amount of
the sender's order for the purpose of obtaining payment of the
teceiving bank’s charges for seecvices and expenses pursuant to
itnstruction of the sender,

3. Uf 2 receiving bank exerutes the payment order of the

sender by iasuing a payment order to a beneficiary different
from the beneficiacry of the sendecr's ocder and the funds
transfer is completed on the basis of that erroc, the sendec
of the payment order that was erronenusly executed and all
previous senders in the funds transfec are not obligated to
pay the paymeat uveders they issued. The issuer of the
erconeous order is entitled to recover from the beneficiary of
the payment order issued the payment received to the extent
allowed by the law gqoverring cistake and restitutior.

Sec. 24, NEW SECTION. 554.12304 DUTY OF SENDER TO REPURT
ERRONEQUSLY EXECUTLD PAYMENT ORDER,

Lf the sendar of a payment ocder that is erroneousiy
executed a3z stated in section S%4..2003 receives autification

from tne receiving bank that the order was execut ed ot that
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the se~der’'s account was cebized with respect to 1he order,
the sender has a duty to exercise ordunacy care to detecnine,
or. tae basis of Linformation availabie to the sender, that the
order vas ecroneously executed ard to netify the bank ot the

felevant facTs witain a reasonavle time not exceeding nicety

days aftec the notification fram the bank is received by the

sender. It the sender fails to pecform that dury, the baok is
et obligated to pay interes: on any amount tefundable to the
sender undet section 554.312302, subsection 4, for the pericd
before the bank learns of the execution errcr. The bank is
not entitled o any recovery from the sender as a result of
tne tarlure by the sender to perform the duty stated :n this
section.

Sec., 25, REW SECTION. $54.12705 LIARLLITY FOR LATE OR
IMPROPER EXECUTION OH FAILURE TO EXECUTE PATMENT QRDER.

L. It a fundg transter 15 completed, but execution of
payrent order by tne receiving bank in breach of section
9h4.12302 results in delay in payment to the beneficiary, the
banit 15 obligated to pay interest to either the ociginator or
the beneticiary of the funds tcansfer for the period of delay
caused by the improper execution, Except as provided in
subsertion 3, add:tional damages are not recoverabie,

4. I execution of a payment order by a receiving baonk in
breach of seciion $54.12302 results in rorcompletion of the
funds transter, Failure to use an intecmediacy bark designated
by tne originater, or issuance of a payment ordec that does
not comply with tne terms of the payment ocder of the
otiginator, the bank is liable to the originator for the
originator's espenses n the [ands transfer and for incidental
exprnses and interest losses, to che extent not covered by
subsection 1, resulticg €rom tae mpropes execulbion, Except
as provided in subsectisn ), additicnal damages ate not
reccveranle,

3. In additlon e the amcunts payable under subsect.ons 1

and 2, damaqges. including cansequent ial danmiges, are
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recoveradle Lo she extent provided in an express writter
agreemnent of the receiving bans,

4. If a receiving bank falls to execute a payment crder
that tRe recewving bank xas obligated by express agrescent to
execute, the receiving bany s lLiable to the serder for the
sender’s expenses in the tcansaction and for incidental
expenses and interest losses resulting from the failuce to
execute, Additionai darages, iocluding consequential damages,
are recoverable to the extent provided 1n an express weittan
agreement. of the receiving bank, but are not otherwize
recoverable,

S. Hcasonable attorney's €ees are recoverable if demand
Eor compensation uader suvsection L or 2 15 made and refused
before an action is brought on the claim., 1€ a ciaim is made
for breacn of an agreerent under subsection 4 and tne
agreement does not provide for damages, reasonable attcrney's
fees are recoverable [ demand foc compensazion under
subsection 4 is rade and refused before an action is brought
on the claim.

6. FExcept as stated in this section, the liability of a
recewving bank under subsections 1 and 2 may not be varied by
agreement,

PART 4
PATMENT

Sec. 2h. NEW_SECTION, 554,12401 PAYMENT DATE.

"Paycent date” of a paynent order means the day on which
the amount of the order :s payable %o the benefliciary by the
beneficiary®s bank. The paynent dare may be dezermined by
instruction of the sender but cannot be eaclier than tae cey
the otder is recerved by the beneficiacy's bank and, unless
Ortherwise determiced. is tae Jday the crder s ceceived by the
beneficiary's bank,

Sec. 27, NEW SECTION.  9554.12402 OQBLIGATION GF SENDER 0
PAT RECLIVING BANK.




House File 1%0, p. 2%

1. Thig gsect:on is subject to sections 594.1220% and
934.12207.

}. With respect to a4 payment order issued to the
beneficiary's bank, acceptance of the order by the bank
obligates the sender to pay the bank the amount of the order,
pub payment is not due until) the payment date of the order.

J. This subsection 1% subject to . subsection 5 and to
section $54.1230). WHith respect to a paymeant order issved to
a receiving bank other than the beneficiary's bank, acceptance
of the order by the recelving bank obligates the sendec to pay
the bank the amount of the sender's ocder. Payrent by the
sender is not due unti)] the execution date of the sender's
otder. The obligation of the sender to pay the sender’'s

payment arder is excused if the funds transfer is not

completed by acceptance by the beneficiary's bank of the

payment order 1astructing payrent to the heneficiary of the
sender's payment order.

4. It the sender of a payrent ordec pays the order and was
not obligated to pay all or part of the amount paid, the bank
receiving payrent shall refund payment to the extent the
sender wac not obligated to pay. Except as provided in
sections 554.12204 and 554.12)04, intecest is payable on the
refundgable amount Ffrom the date of payment,

5. It a fFunds transfer is not corpleted as stated in
syhsection 3 and an intermediary bank 1s ovligated to refund
payrent as stated i1n subsection 4 but 1s unable to do so
because the intermediary bank :s5 not permitted by applicable
law or because the bank suspends payments, a sender in the
funds transfer that ereccuted a payment order in compliance

with an instruction, as stated in section %%4.12702,

subgection L, pacaqeapn "a Lo toute tae funds transfer
through the intecrediacy bank 15 entitled Lo receive or retawn
payment fron the sende: ot the payment order that it accepted.
The Efirst secder in toe funds transfer that Cssued an

instruct:on reguating routing through thaco intermediacy bank

House file 150, p. 26

is subrogated to the right of the bank :what paid the
intermediary bank ro refund as stated in subsection 4.

&. The right of the sender of a payment order to be
excused froem the obligation to pay the order as stated in
subsection 1 or to receive refund under subsection 4 may aot
be varied by agreement,

Sec. 28. NEW SECTION. 554.1240) PAYMENT BY SENDER TO
RECEIVING BANK,

1. Payment of the sender's obligation under section
554.12402 to pay the ceceiving bank occurs as follows:

a. If the sender L% a bank, paynent occurs when the
teceiving vank recelves final settlement of the obligation
through a federal ceserve bank or through a funds-transfer
system,

b. If the sender is a bank and the sender credited an
account. of the receiving bank with the sender, or caused an
account of the receiving bank in another bank to be credited,
payment occurs when the credit is witndrawn or, if not
withdrawn, at midnight of the day on which the credit is
withdrawable and the receiving bhank knows of that fact,

¢, If the receiving bank debits an account of the sender
with the receiving bank, payrent occurs when the debit 135 made
Lo the extent the debit is covered by a withdrawable crediz
halance in the account.

2. {1} [f the sender and receiving bank are members of a
funds-transfer system that nets obligations multitaterally
among participants, the receiving bank receives final
settlement when settlement is conplete in accordance with the
rules of the system., ({ii}) The obligation of the sender to
pay the amount of a payment order kransmitred through the
funds-transfer system may be satisfied, to She extent
permitted by the raies of the systen, by setting off and
apply.ing aqainst :ne sender's obligation the right of the
sender Lo recelve paymeot from the feceiving bank of the

amount. of any other payment order transmizted to the sender by
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tne rece:ving nack through toe funds-traneafer system, [_ji
The aggregate balance of cbligations owed by each sender -
each receilving bank 1n the funds-transfec system may be
satisfied, to the extent permirtted by the rules of the sysecen,
by setting oif ard applying aga:nst that palance the agjcegate
bakance of obiigatians owed to the sender by other members of
the system. The aggregate balance is determired af<er the
right of setoff stated in clause {1i] of this subsection has
been exercised.

3. IE two banks transmit payment ordecs to each other
urder an agreement that gsettlement of the obligations of each
barkx to ihe other under section 5%4.12402 wil: be made at the

end of the day or other period, the total amsant owed with

tespect to all orders transmitted by one bank shall be set off
against the total anount owed with respect to all orders
transmitted by the other bank., To the extent of the setoffl,
each bank has made payoent %o the otner.

4. In a case not covered by subsection 1, the time when
payment of the sender's owligation occurs under section
354.12402, subsection 2 ot I, is governed by applicable
principles of law that devermine when an obligation is
satisfied.

Sec. 29, BEW SECTION,  $54.12404  QBLIGATLON OF
HENEEICIARY 'S BANK TO PAY AND GIVE NUTICE TO BIMEFICARY,

L. Subject to scctions 954.12211, subsecktion S, and
234.12405, subsections 4 and 5, if 3 beneficiacy's bank
accepts a payment order, the heneficiary bank shall pay tne
anount of the ocder to the neneficzary of the order. Payment
is due on the payrent date of the arder, but if accentance
Ofcurs on the payrenc dave after tone close of the funds-
teansfer business day of she beneticiary’s bans, payment is
dus on the next funds-transfer pusiness day. If the
bereficiary's bank rofuses to pay upon demand by the
beaeficiary and receiot of natice ot partioelar ciroumstances

that =ll give rise te conzeguent.as damages as a cesult of
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nonpayment, toe beneficiacy may recover darages resulring from
the refusa: to pay to the extent -ae benetficiary's vank »ad
notice of the damages, unless the beneficiary's bank pcoves
that 1t did not pay because ot a reasocable doubt concerring
the right of the geneficiary to payment.,

2. It a payment order accepted by the beneficiary's bank
instracts payment to an account of Ehe venef:ciary, the bank
snall notify the beneficiary of teceipt ¢f toe order before
nidnignt of the next funds-transfer business day following the
payment date. If the paynent order does not instence payment
Lo an account of the veneficiary, the beneficiary’'s hank is
required to notify the beneficiacy only if notice is required
by the order. Notice may be given by €irst class mail or any
other means reasonavle in the circunstances. If the
beneficiary's bank fails to give the tTequired notice, the bank
shall pay interest to the beneficiacy on the amount of tLhe
payment order from the day notice should have been given until
the day the beneficiary leatned of receipt of the payment
order by the beneficiary's bank., No ather damages are
recoverable, Reasonable attorney's fees are also recoverable
1€ demand for interest is made and refused before an action 1s
brought on the ciairm.

3. The right of a beneticiary to receLve paytent and
damrages as stated in subsection 1 may not be varied by
ageeement or a funds-transfer system cule. The tight of &
beneficiary to he notified as stated in subscetion 2 may he
varied by agreement of tne beneficiary or by a €unds-transfer
system rule if the beneficiary is notified of Lre tule before
initiation of the funds transter,

Sec. 30, NEW SHCTIQN.  $54.12405 PAYMENT 8Y BENEFICIARY'S
HANK TO RENEFICIARY,

L. JE the beneficiary's bank credits ar account. of tne
beuneficiary of a paynent order, payrent of the beneficiary's
bank's obl:gation urder saction 5534.12994, subsecticr 1,

TCCUrs when and to the extent the beneficiary is notitled of
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the right to withdraw the ceredit, the bank lawfully applies
the credit to a debt of the benefic:ary, or funds witn respect
to the order are otherwise made avallable to the beneficiary
by the bezeficiary's bank.

2. If the bereficiary's bank does not credit an account of
the beneficiacy of a paynent order., the tinme when payment of
the beneficiary's ban%'s obligaticn under section 554.12404,
subsectioa L, occurs I8 qoverned by principles of luw that
determine when an obligation is satisfied.

3. Except as stated Lo subsections 4 and 5, if the
beneficiary's bank pays the beneficiary of a payment order
under a condition to payment or aqreement of the beneficiary
giving the beneliciary’'s bank the right to recover payment
from the benefictacry if the bank does not receive payment of
the order, the condition *to payment or aqgreenent is not
enforceable.

4. A fundg-transfer system rule may provide that payments
made to heneficiaries of funds transfers made through the
syster are provisional until receipt of payment by the
beneficiary's bank of the payment order the beneficiary's
acvcepted. A beneliciary's bank that makes a4 payment that

provisional undee the rule 1y entitled to refund Feom the

beneficiary 1f the rule requices thar hoth the beacficiary and

the originator be given aotice of the provisional nature of
the payment before the funds Lransfer is initiated, the
beneficiary, the beneficiary's bank acd the originator's bank
agreed to be bound by the rule, and the beneficirary's bank did
not receive payment of the payment ozder Lhat the
beacficiacy's bank accepted. 1f the beneficiary s obligated
to retund payment to the neneficiary’s bank, anceptance 0f the
paymeat. order by the beneficiary's bank is aullified and no
payirent by the originatcer of the funds transfer to the
beneficiary ocears unler sect.on 534.12406,

5. Thin subcectian applies to 2 Fands transfer that

includes o paymont ardee trensnitted cver a Tucds trancfer
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system that nets obligations multilaterally amony
participants, and has in effect a loss-sharing ageeemrent among
participants for the purpose of providing funds necessary to
complete settlenent of the obligations of one ot more
participants that do not meet their settlement obligations.

If the beneficlary’'s bank in the funds transfer accepts a
payment ocrder and the system fails to complete settlement
pursuant to the system®s rules with respect Lo any payment
order in the funds transfer, the acceptance by the
beneficiary’'s bank is nullified and no person has any right or
obligation based on the acceptance, the beneficiacy's bLank is
entitled to recover payment from the beneficiary, payment by
the originator to the beneficiary dees not occur under section
554.12306, and subject to section $54.12402, subsection %,
each sender in the funds transfer is excused f(rom iLts
obligation to pay Lts payment order under section $54.12402,
subsection 3, because the funds transfer has not been
conpleted.

Sec. Jl. HMHEW SECTIOH. 4$%54.12406 PAYMENT BY ORIGINATOR TO
BENEFICIARY -- DISCHARCE OF UNDERLYING QBRLLIGATLION,

1. Subject to section %%4.12111, suybsection 5, and section
554.12405, subscctions 4 and 5, the originator of a funds
transfer pays the beneficiary of the originator's payment
order at the time a payment order for the bhenefit of the
beneficiary is accepted by the beneficiary's bank in the funds
teansfer and in an amount equal to toe amount of the order
accepted by the benefic:ary's bank, but not more than the
amount of the originator's acder,

2. If paymert under subnsection 1 :s made to satisfy an
obligaticn, the obligation s dischatged to the same extent
discharge =ould cesulr from paymert to the beneficiary of the
Sane amount o noney, unless the payment unde: subsection |
was rade by a means prohibised Dy the cortract of the
beneficiary with respect to the obligation, the benef.ciary,

within a teasonable tome af:e: rece,ving not:ce of tecerpt of
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he order oy tne beneficrary's nank, notified tre origrnator
of the penef ciary’'s cefusal of ne paynent, funds wita
fesSpect to the order were not withdrawe by the beneficiary or
applied o a deb: of the bencficiary, ot the beneficiary would
suffeec a loss that could reasonably have been avoided if
payment had been made by a reans complying with tae cantcact.,
1t payment by the ori1ginator does not result in discharge
under this sect.on, the originator is subrogated to tae rights
of the heneficiary Lo receive payment frem the benef.ciary's
bank under section 554,12404, subsection 1.

1. For the purpose of determining whether discharge of an
obligation occurs upnder subsection 2, if the beneticiary's
bank accepis a4 payment order in an amount equal to the anount
of the originator’'s payment order less charges of one or more
receiving banks in toe funds transfer, paymeat to the
beneficiary is deemed to be in the amount of the origihator’'s
order unless upsy demand by the beneficiacty the originator
does not pay the beneticiary the acount of the deducted
chatges.

4. Rights of tone ociginator or of the buneficiary of a
funds tronsfer under th.s section may be variad only by
agreemens, of the originator and the beneficiary.

PART %
MISCELLANEOUS PROVISIONS

Sec. 32, HEW SECTION.  %54,1250) VARIATION B¢ AGREEMENT
ANO EFFECT OF PUNDS-TRAMSFER SYSTEM RULFE.

l. Except as otherwise provided in tnis article, the
rights a~d obligations of a party to a funds transfer may be
varivd by agreement of the affected party.

2. "runds-transfer system ryle” means a rule of an
association of banks goverring transmiss.on of pavment ordecs
by mears of a funds-tcansfer ayster of the association ot
rights and obligations with regpect to those crdess, or to the
extent the rule goverrs rights and obligatians betuween banks

that are varties to a funds transfe: .o which & Federal
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reserve bank, acting as an ncermediary bank, seands a payment
order to the beneficiary's bank. Except as otherwise previded
in this acvicle, a funds-transfer system rule governing rights
and obligations between pacticipating banks using the system
ray ne etfective even 1f the ruie conflicts with Lhis article
and indirectly affects anotaer party to the funds transfer whe
does not consent to the cule. A funds-transfer system rule
may also govern the rights and obligations of pacties other
than participating vanks using the system to the extent stated
L gection 554.12404, subsection 1, section $54.12405,
subsection 4, and section %54.12507, suhsection 3.

Sec. 33. NEW SECTEON. 554.12%02 CREDITUR PROCESS SERVED
ON RECEIVING BANK -- SZTOFF 8Y BEMEFICIARY'S HANE .

1. As used in this section, "creditor process” means levy,
aktachment, garnishment, notice of lien, sequestoation, or
similar process 1ssued by ot on behalf of a ceeditor or otaer
claimant with respect to an account.

2, This subsection applies to the creditor process with
respect to an authorized account of the sender of 3 payment
order if the creditor process is served on Lhe receiving bank,
For the purpose of determining the rights of the parties with
respect to the craeditor process, if the receiving bank acceprs
the payment order, the balance in the authorized account 1s

deencd to be reduced by the arount of the paynaenc order Lo the

extent the bank did not otherwise receive paynceat of the
order, unless the creditor process is served at a time and 0
a ranner affording the bank a reasonable oppattunity to act on
it before the banx accepts the payment ocder .

T, If a beneficiary's bank has rece.ved a paymens orde
for payment to the bene€iciary's encount ip the bank, the
following rules apply:

4. The beneficiacy's bark ray credit the heneficiary's
account.  The aroant credited may be set off against ar
onligation owud by the veneticracy to the bank ar may be
applied 10 satisty a creditor process secved on the bLank with
respest Lo the acoecunt .
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b. The beneficliary’'s bank may credit the bereficiary's
account and allow «“ithdrawal of the amount credited unless a
creditor process with resnect to the account is setved at a
time and 1n a manner affording the beneficiary's bank a
reagonable opportunity to act to prevent withdrawal.

€. If a creditoc process with respect to the beneficiary's
account has been served and the beneficiary's bank has had a
reasonable oppoctunity to act on it, the beneficiary’'s bank
may not ceject the payment order except for a reason unrelated
ko the service of process.

1. Creditor process with respect to a payment by the

originator to the beneficiary pursuant to a funds teansfer may

vbe 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 creditnr process is not required to act witn
respect to tHe process,

Sec¢. 34, NEW SIC . 554.12503 INJUNCTION OR
HESTRAINING ORDER WITH RESPECT TO FUNDS TRANSFER.

For proper cause and Lo compliance with applicable law, a
court may cestrain a person from issuing a payment arder to
initiate a funds transfer, an originator's bank from execubing
the payment ocrder of tae originator, ot the beneficiary's bank
from teleasing funds to the beneficiary or the beneticiary
from withdrawing the funds., A court may not othecrwise
restrarn a person from 1ssuing a paymert order, paying or
receiving payment of a payment order, or otherwise acting with
tespect to a funds transfer,

Sec. V5. NEW SECTION. $54.12304 ORDER IN WHICH ITEMS AND
PAYMENT ORDERS MAY BE CHARGED TO ACCOUNT ~- ORDER OF
WITHDRAWALS FROW ACCOUKT.

l. If a receiving bank has received moce than one payment,
order of tne sender or one ot roce payment orders and other
items that ace payable Foom the sender’s account, the bank may
charge the sender’'s account with respest o the watious ogdecy

and items in any seqQuence.
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2, In determining whether a4 credit to an account has been
withdrawn by the holder of the account or avplied to a debt of
the holdec of the account, credits first made to the account
are first withdrawn or applied.

Sec. 36. NEW SHCTION. 594.12%50% PRECLUSION OF OBJECTION
TO DEBIT OF CUSTOMER'S ACCQUHNT.

If a receiving banx has received payment from the receiving
pank's customer with cespect to a payment otder issued in the
name of the customer as sendec and accepted by the receiving
bank, and the customer received notification reasonably
idencifying the order, the customer is precluded fcom
asserting that the receiving bank is not entitled to retain
the payment unless the custooner notifies the receiviag bank of
the customer's objection to the payment within one year after
the notification was received by the customer.

Sec. 37. HEW SECTION., 55%4.125%06 RATE OF INTHEREST.

1. ILf, under this article, a receiving bank is to pay
interest with respect to a payonent order issued to the bank,
the amount payable may be determined by agreement of the
sender and receiving bank, or by a funds-transfer system rule
i1f the payment order is transmitted through a funds-transfer
system,

2. [f the amount of interest is oot determined by an
agreement. or rule as stated in subsection 1, the amount Ls
calculated by multiplying the applicable fedezal funds cate by
the amount on which interest ig payable, and then moltiplying
the product by the nunber ol days for which interest is
payabte. The applicable federal funds rate is the average of
the Federal fands rates publaished by the federal reserve bank
of New York for each of the days for which interest 1s payabie
divided by zheee hurndred sixty. The federa: funds cate for
any day on «hich 4 published rate (s not available is the sane
as the published rate tar the next preceding day for waichk
there is a published rate. 1€ a receiving hank taat accepted

a payment. ardec 15 requared to cefund payoent te the gendee of
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the order because the funds transfer was not coempleted, but
tne failure to conplete was not due Lo any faule by the
receiving bant, tne intecrest payable .s reduced by a
percentage c¢qual to the recerve tuquitement on degposits of the
ceceiving bank .

Sec. 18. NEW SECTION. 554.12507 CHOICE OF LAK,

1. The following rules apply unless ke affected parties
otherwise agree or subsection 3 applies:

a. The rights and obligations between the sender of a
payment ocder and the receiving bank are governed by the law
of the jurisdiction in which the receiving bank is located.

b. The cights and obligations bectween the beneficiacy's
bank and the benefic.ary are govecned by the law of Lthe
jurisdiction in which the beneficiary's bank is lecated.

c. The issue of when payment is made pursuant to a funds
transfer by the originacor to the beneficiary is governed by
toe law of the jurisdictions in whicn thne veneficiary's bank is
locared.

2. If the parties described in each paragraph of
subsectioa | have nade an agreement selecting the law of
particular jurisdiction to qovern rights and obligations
between cach other, the law of that jurisdiction governs those
cights and obligations, whether or not the payment order or
the funds transfer bears a reasonable relation to that
jurisdiction,

3. A funds-tcansfer system cule may select the law of a

particular jurisdiction to govern (i) the rights and

obligations between participating bhanks with respect ho
payment orders irarsmitted or precessed theough the system, or
{i2]) the righes and obligaticns of some or atl parties to a
funds transfer any part of whieah is carried aut by reans of
the system. A choice of law made putsuant to clause (1) is
oinding on participating banks. A choice of law made pursuant
te clause (ii) is binding o the originator, other sender, or

4 recelving bank having aot.ce that the tands-transfer syster
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might be used in the funds transfer and of the choice of las
by the system woen the originator, other sender, or freceiving
ban< 1ssued or accepted a paycent order. The beneficiary of a
funds transfer is bound by the choice of taw i€, when the
funds transfer is initiated, the beneficiary has notice that
the funds-transfer system might be used 1n the funds transfer
and of the choice cf law by the system. The law of a
jurisdiction selected pursuant to this subsection may govern,
whether or not that law bears a reasonable reiacion to the
matzer in issue.

3. In the event of inconsistency between an agreement
under subsection 2 and a choice-of-law ruie under subscetion
3, the agreement undec subsecction 2 prevails.

5. If a funds transfer is maode by use of more than one
fuads-transfer system and there is Lrconsistency betwaen
choice-of-law rules of the sysiens, the matter in issue is
governed by the law of the selected jurisdiction that has the
most significant relationship to the matter in issae.

Sec. J9. Sectior 554..10%, subsection 2., Code 1991, is
arended to read as follows:

2. HWhere one of the folluwing provisions of thisg chapter
specifies the applicable law, that provision governs and 4
contrary agreement is effective only Lo the extent permitted
by the law (including the conflict of laws rutes) so
specified:

Rights of creditors against sold gncds . Section 554, 72402,

Applicability of the Article on Bank Deposits and
Collections. Secticn 5%4.4102.

Bulk transters subject to the Article on Sulk Transfers,
Section 954.6102,

Applicability of the Article on Investment becuritivs,
Section %3%4.8106.

Perfection provisiens of the Azticle on Secured

Transactions:-section.__Seqllgn SH4.2103,
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' Governing law in the Article on Funds Transfers. Section
554.12507.
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