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CHAPTER 410
UNIFORM COMMERCIAL CODE — FUNDS TRANSFERS
SUBCHAPTERI SUBCHAPTERIII
SUBJECT MATER AND DEFINITIONS EXECUTION OF SENDER’'S RYMENT ORDER
410.101 Short title. BY RECEIVING BANK
410.102 Subject matter 410.301 Execution and execution date.
410.103 Payment order; definitions. 410.302 Obligations of receiving bank in execution of payment order
410.104 Funds transfer; definitions. 410.303 Erroneous execution of payment order
410.105 Other definitions. 410.304 Duty of sender to report erroneously executed payment.order
410.106 Time payment order is received. 410.305 Liability for late or improper execution or failure to execute payment.order
410.107 Federal reserve regulations and operating circulars. SUBCHAPTERIV
410.108 Relationship to Electronic Fundansfer Act. PAYMENT
SUBCHAPTER Il 410.401 Payment date.
ISSUE AND ACCEPANCE OF ARYMENT ORDER 410.402 Obligation of sender to pay receiving bank.

410.201 Security procedure. 410.403 Payment by sender to receiving bank.
410.202 Authorized and verified payment orders. 410.404 Obligation of beneficiarg bank to pay and give notice to beneficiary
410.203 Unenforceability of certain verified payment orders. 410.405 Payment by beneficiary’bank to beneficiary ] o
410.204 Refundof payment anduty of customer to report with respect to unautho410.406 Paymenby originator to beneficiary; disctge of underlying obligation.

rized payment order SUBCHAPTERV
410.205 Erroneous payment orders. MISCELLANEOUS PROVISIONS
410.206 Transmissiorof payment order through funds-transfer or other commun#10.501 Variation by agreement andedt of funds-transfer system rule.

cationsystem. 410.502 Creditor process served on receiving bank; setpbeneficiarys bank.
410.207 Misdescription of beneficiary 410.503 Injunction or restraining order with respect to funds transfer
410.208 Misdescription of intermediary bank or beneficiarpank. 410.504 Orderin which items and payment orders may begddto account; order
410.209 Acceptance of payment order of withdrawals from account.
410.210 Rejection of payment order 410.505 Preclusion of objection to debit of custoriseaccount.
410.211 Cancellation and amendment of payment order 410.506 Rate of interest.
410.212 Liability and duty of receivingpank regarding unaccepted payment orde410.507 Choice of law

Cross-reference: See definitions in $101.201 (2) If an instruction complying with sulgl) (c) is to make
morethan one payment & beneficiarythe instruction is a sepa
ratepayment order with respect to each payment.
(3) A payment order is issued when it is sent torédoeiving
bank.
History: 1991 a. 304

SUBCHAPTERI
SUBJECT MATER AND DEFINITIONS

410.101 Short title. This chapter may be cited as unifornr410.104 Funds transfer; definitions.
commercialcode — funds transfers.
History: 1991 a. 304

In this chapter:
(1) “Fundstransfer” means the serie§transactions, begin
ning with the originatois payment ordemade for the purposs
. . . . _makingpayment to the beneficiary of the ord&Funds transfer”
218182 th'SUbjheCtt matterl_. E>t<ce}pt 35 c:then;wse pro(\jno;_ed Idn Sincludesany payment order issued by the originaank orn
410'103(1)'5 chapter applies 1o Tunds transters as define Iniﬁtermediary bank intended to carry out the originatpayment
His'tory_ 1991 . 304 order. A funds transfer is completed by acceptance by the benefi
’ T ciary’s bank ofa payment order for the benefit of the beneficiary
(1) In this chapter: ©f the originatots payment order

(a) “Beneficiary” means the person to be paycthe beneficia  (2) “Intermediarybank” means a receiving bank ottiean
ry’s bank. the originator's bank or the beneficias/bank.

(b) “Beneficiary’s bank” means the bank identified in apay, (3) “Originator” means the sender of the first payment order
mentorder in which an account of the beneficiary is to be creditéta funds transfer . _
pursuanto the order or which otherwise is to make payment to the (4) “Originator’s bank”means the receiving bank to which the
beneficiary if the orderdoes not provide for payment to anpaymentorder of the originator is issued if the originator is not a
account. bankor the originator if the originator is a bank.

(c) “Payment order” means an instruction of a sendex to History: 1991a 304
receivingbank, transmitted orallelectronicallyor in writing, 10 410,105 Other definitions.
pay, or to cause another bank to payfixed or determinable
amountof money to a beneficiary if all of the following apply:

410.103 Payment order; definitions.

(1) In this chapter:
(&) “Authorized account” meansdeposit account of a cus
- . - omerin a bank designated by the customer as a source of payment
1. The instruction does not state a condition to payment to €,ayment orders issued by the customer to the bank. Ita cus
beneficiaryother than time of payment. ~ tomer does not so designate an account, any account of the cus
2. The receiving bank is to be reimbursed by debiting ameris an authorized account if payment qfsament order from
accountof, or otherwise receiving payment from, the sender thataccount is not inconsistent with a restriction on the use of that
3. The instruction is transmitted by the sendieectly to the account.
receivingbank or to aragent, funds-transfer system, or cormmu () “Bank” means a person engaged in the business of banking
nicationsystem for transmittal to the receiving bank. andincludes asavings bank, savings and loan association, credit
(d) “Receiving bank” means the bank to which the séadeunion,and trust companyA branch or separatefigie of a bank
instructionis addressed. is a separate bank for purposes of this chapter
(e) “Sender” means the person giving the instruction to the (c) “Customer” means a person, including a bank, having an
receivingbank and includes a customer described #16.202 account with a bank or from whombank has agreed to receive
(4). payment orders.
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(d) “Funds—transfer business day” of a receiving bank mea#$0.107 Federal reserve regulations and operating cir -
the part of a day during whicthe receiving bank is open for theculars. Regulations of the board of governors of the federal
receipt,processing, and transmittal of payment orders and fer caaservesystem and operating circulars of the federal reserve banks
cellationsand amendments of payment orders. supersedany inconsistent provision of this chaptethe extent
(e) “Funds-transfer system” means a wire transfer netwoi® the inconsistency
automatedclearinghouse, or other communication system of aHistory: 1991 a. 304
clearinghouser other association tfanks through which a pay . ) .
ment order by a bank may be transmitted to the bank to which HO.108 Relatlonsh|p_ to Electro_mc Fund T ransfer Act.
orderis addressed. (1) Exceptas provided in sul§2), thischapter does not apply to
“ A : funds transfer any part of which is governed by the electronic
Good faith” mean$onesty in fact and the observance
reag)onablezommercial standardg of fair dealing. Ogmd transfer act]5 USC 16930 1693

« - (2) Thischapter applies to a funds transfer that is a remittance
est(gglislrj“rr?(\;ﬁevgglgt.respea to Bact means to meet the burden OIransfer,as defined inl5 USC 16930—-1unless the remittance

- . . . transferis an electronic fund transfers defined il5 USC 1693a
(2) Otherdefinitions applying to this chapter and the sections (3) In a funds transfer to which this chapter applies, in the

n whlc&they ?pperir ar;lo 209 eventof an inconsistency between an applicabtavision of this
(@) "Acceptance” — ' chapterand an applicable provision of the electronic ftradsfer

(b) “Beneficiary” — s.410.103 (1) (a) act, the provision of the electronic furidinsfer act governs to the

(c) “Beneficiarys bank” — s410.103 (1) (b) extentof the inconsistency

(d) “Executed” — s410.301 (1) History: 1991 a. 3042013 a. 33

(e) “Execution date” — $410.301 (2)

() “Funds transfer” — $410.104 (1) SUBCHAPTERII

(9) “Funds-transfer system rule” —410.501 (2) (a)

(h) “Intermediary bank” — s110.104 (2) ISSUE AND ACCEPANCE OF AYMENT ORDER

(i) “Originator” — s.410.104 (3)

(i) “Originator's bank” — s410.104 (4) N 410.201 Security procedure. “Security procedure” means

(k) “Payment by beneficiarg’ bank to beneficiary” — s. aprocedure established by agreement of a customer and a receiv
410.405 ing bank to verify that @ayment order or communication amend

(L) “Payment by originator to beneficiary” —410.406 ing or canceling a payment order is thathef customer or to detect

(m) “Payment by sender to receiving bank” —4$0.403 errorin the transmission or the content of the payment order or

(n) “Payment date” — €10.401 communication. A security procedure may require the wude

algorithmsor other codes, identifying words or numbers, encryp

(p) “Payment order” — 410.103 (1) (c) tion, callback procedures, or similar security devices. Compari

(a) “Receiving bank” — s410.103 (1) (d) sonof a signature on a payment order or communication with an
(r) “Security procedure” — €110.201 authorizedspecimersignature of the customer is not by itself a
(s) “Sender” — s410.103 (1) (e) securityprocedure.

(3) Thefollowing definitions in ch404 apply to this chapter: ~ History: 1991 a. 304

(a) “Clearinghouse” — $404.104 (1) (d) 410.202 Authorized and verified payment orders.

(b) “Item” — s.404.104 (1) (i) (1) A payment order received by the receiving bank is the autho
(c) “Suspends payments” —404.104 (1) (L) rized order ofthe person identified as sender if that person autho

(4) In addition ch401 contains general definitions and prin fizedthe order or is otherwise bound by it underl#ve of agency
ciples of construction andnterpretation applicable throughout (2) (a) If a bank and its customer have agreed that the authen
this chapter ticity of payment orders issued to the bank in the name of the cus

History: 1991 a. 3041995 a. 449 tomeras sender will be verified pursuant to a security procedure,
] ) ] ] apayment order received by the receiving bankfexéte ashe
410.106 Time payment order is received. (1) The time orderof the customemhether or not authorized, if all of thefol
of receipt of a payment order or communication canceling Rwing apply:
amendinga payment order idetermined by the rules applicable 1~ The security procedure is a commercially reasonable

to receipt of a notice stated in401.202 (6) A receiving bank  method of providing security against unauthorized payment
may fix a cutof time or times on a funds—transfer business day fgtqers.

thereceiptand processing of payment orders and communications
cancelingor amending payment orders. feient cutof times
may apply to payment orders, cancellations, or amendments, OF{ - A - o
different categories of payment ordetmncellations, or amend '€ @greemenor instruction of the customer restricting aceept
ments. A cutof time may apply to senders generally ofetiént anceof payment prders |s§ued in the name of the.custome.r
cutoff times may apply to diérent senders or categories of pay (0) The bank is natequired to follow an instruction that vio
ment orders. If a payment order or communication cancelinglates a written agreement with the customer or natieehich is
amendinga payment order is received after the close of a fundgotreceived at a time and in a mannéoraling the bank a reasen
transferbusiness day or after the appropriate dutiofe on a ableopportunlty to act on it before the payment order is accepted.
funds—-transfebusiness dayhe receiving bank may treat the pay (3) Commercialreasonableness of a security procedui@ is
mentorder or communication as received at the opening of thaestionof law to be determined by considering the wishdb®f
nextfunds—transfer business day custometthat are expressed to the bank, the circumstances of the
(2) If this chapter refers to an execution date or payment dustomerknown to the bank, includinthe size, type, and fre
or states a day on which a receiving bank is required to take actiencyof payment orders normally issued by the customer to the
andthe date oday does not fall on a funds-transfer business ddank,alternative security proceduresesgd to the customeand
the next day that is a funds—-transfer business day is treated assgfurity procedures in general use bystomers and receiving
dateor day stated, unless the contrary is stated in this chaptebankssimilarly situated. A security procedure is considered to be
History: 1991 a. 3042003 a. 3212009 a. 320 commerciallyreasonable if all of the following apply:

2. The bank proves that it accepted the payment order in good
'Bh and in compliance with the security procedure and any writ
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(a) The security procedure was chosen by the customer afterefundpayment as stated in siib) may not otherwise be varied
the bank ofered, and the customer refused, a secipitgedure by agreement.
that was commercially reasonable for that customer History: 1991 a. 3042009 a. 320
(b) The customer expressly agreed in writing tdobendby .
any payment ordewhether or not authorized, issuiecthe cus 410.205 Erroneous payment orders. (1) (a) The rules in
tomer'snameand accepted by the bank in compliance with tHears.(am)to (c) apply if an accepted payment order was trans
securityprocedure chosen by the customer mitted pursuant to a security procedure for the detection of error
(4) In this chapter “sender” includes the customer in whos@nd any of the following occurs: ,
namea payment order is issued if the order is the authorized order 1. The payment order erroneously instructed payment to a
of the customer under sufi), or it is efective as the order of the beneficiarynot intended by the sender
customermnder sub(2). 2. The payment order erroneously instructed payment in an
(5) This section applieso amendments and cancellations omountgreater than the amount intended by the sender
paymentorders to the same extent that it applies to payment 3. The payment ordewvas an erroneously transmitted dupli
orders. cateof a payment order previously sent by the sender
~ (6) Exceptas provided in thisection and in €10.203 (1) (a) (am) If the sender proves that the sender or a person acting on
rightsand obligations arisingnder this section or 410.203may  behalfof the sender pursuant tat40.206complied with the seeu
not be varied by agreement. rity procedure and that the error woblave been detected if the
History: 1991 a. 304 receivingbank had also complied, the sendarot obliged to pay
the order to the extent stated in pdts). and(c).
(b) If the funds transfer is completed on the basis of an erro
E%(?ouspayment order described in p@) 1.or 3., the sender is not

410.203 Unenforceability of certain verified payment
orders. (1) If an accepted payment order fi®t, under s.
410.202 (1), an authorized order of a customer identified

senderput is efective as an order of the customer pursuant to coverfrom the beneficiary angmount paid to the beneficiary

410.2082 (2)the foIIO\_/tvtlng rules applty:th iving bank i totthe extent allowed by the law governing mistake rastitution.
(2) By express written agreement, the receiving bank may limi (c) If the funds transfer is completed on the basispyanent

the extent to which it is entitled to enforce or retain payment of the . ) . :
paymentorder orderdescribed in pafa) 2, thesender is not obliged to pay the

- . . . order to the extent the amount received by the benefidgr
(b) The receiving bank is not entitled to enforce or retain p Y y

f th def th hat th d reaterthan the amount intended by the senderthat case, the
mentof the payment ordef the customer proves that the ordeteejying bank is entitied to recover from the beneficiary the
wasnot caused, directly or indirectlgy any of the following:

) ” . excessaamount received tthe extent allowed by the law govern
1. A person entrusted at any time with duties to act fortlse  jng mistake and restitution.

tomerwith respect to payment orders or the security procedure. (2) If the sender of an erroneous payment order described in

2. A persorwho obtained access to transmitting facilities ofyh_(1) (a)is notobliged to pay all or part of the order and the
the customer or who obtained, from a source controlled by the c4gndereceives notification from the receiving bank that the order
tomerand without authority of the receiving barnkformation \yasaccepted by the bark that the sender account was debited

facilitating breach othe security procedure, regardless of how thgith respecto the orderthe sender has a duty to exercise ordinary
informationwas obtained or whether the customer was at faulyre on the basis ocinformation available to the sendés dis

Informationincludes any accestevice, computer software, or thecoyerthe error with respect to the order and to advise the bank of

liged to pay the order and the receiving bank is entitled to

like. therelevant facts within a reasonable time, not exceeding 90 days,
(2) This section applies to amendmentspalyment orders to after the banks notification was received by the sendéf the

the same extent that it applies to payment orders. bankproves that the sender failed to perform that,dhtysender
History: 1991 a. 304 is liable to thebank for the loss the bank proves it incurred as a

A bank that received an electronic transfer of funds, with incomplete instructiol H ol
anddeposited the funds into an account in which the account owner had grant£§§U|t0f the failure, but the liability of the sender may not exceed

securityinterest to a creditor who had a rightful claim to the funds was liable to tl@€ amount of the sendsrorder

securedcreditor for the amount of the transfehen the bank subsequently trans ; ; ;
ferredthe funds to another account of the account owner who absconded with he(3) This section applies to amendments to payment otders

funds. General Electric Capital Corp. @entral Bank49 F3d 280(1995). the same extent that it applies to payment orders.

History: 1991 a. 304
410.204 Refund of payment and duty of customer to
report with respect to unauthorized payment order . 410.206 Transmission of payment order through
(1) If a receiving bank accepts a payment order isisuthe name funds—transfer or other communication system. Q) If
of its customems sender that is not authorized and nfecéffe apayment order addressed to a receiliagk is transmitted to a
as the order of the customer under44.0.202 or that is not funds-transfer system or other 3rd—party communication system
enforceablejn whole or in partagainst the customer under sfor transmittatto the bank, the system is considered to be an agent
410.203 the bank shall refund any payment of the payroesér of the sendefor the purpose of transmitting the payment order to
receivedfrom the customer to the extent the bank is not entitlée bank. If there is a discrepancy between the terms of the pay
to enforce payment and shall pay interest on the refundabientorder transmitted to the system and the tesftlse payment
amountcalculated from thdate the bank received payment to therdertransmitted by the systemtioe bank, the terms of the pay
dateof the refund. Howevethe customer is not entitled to inter mentorder of the sender are those transmitted by the system. This
estfrom the bank on the amount to be refunded if the custonssctiondoes not apply to a funds—transfer system of the federal
fails to exercise ordinary care to determine that the order was regervebanks.
authorized bythecustomer and to notify the bank of the relevant (2) This section applieso cancellations and amendments of

factswithin a reasonable time not exceeding 90 days aftefatée paymentorders to the same extent that it applies to payment
the customer received notification frothe bank that the order grders.

was accepted or that the custoriseaccount was debitedith History: 1991 a. 304

respecto the order The bank is not entitled to any recovénm

the customer on account of a failure by the customer to give-noti§i10.207 Misdescription of beneficiary . (1) Subject to

cationas stated in this section. sub.(2), if, in a payment order received by the beneficiabank,
(2) Reasonabléme under sul{1l) may be fixed byagreement the name, bank account numbper other identification of the

asstated in s401.302 (1) but the obligation of a receivirzank beneficiaryrefers to anonexistent or unidentifiable person or
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account,no person has rights as a beneficiary of the caddr receivingbank for any loss and expenses incurred by the receiving

acceptancef the order cannot occur bank as a result of its reliance on the number in executing or
(2) If a payment order received by the beneficiabgink iden  attemptingto execute the order

tifies the beneficiary both bgame and by an identifying or bank (b) If the sender is na bank and the receiving bank proves

account number and the name and number identfigrdift per thatthe sendeibeforethe payment order was accepted, had notice

sons,the following rules apply: that the receiving bank might rely on the number as the proper
(a) Except as otherwiggrovided in sub(3), if the beneficia identificationof the intermediary bank or the beneficiarpank

ry’s bank does not know that the naeml number refer to dfr- evenif it identifies a person (jérent from the bank identified b.y.

ent persons, it may rely on thember as the proper identificationname,the rights and obligations of the sender and the receiving

of the beneficiaryof the order The beneficiarg bank need not bankare governed by sut2) (am) as though the sender wexre

determinewhether the name and number refer to the same perdik. Proof of notice may be made by any admissible evidence.

(b) If the beneficiang bank pays the person identified by nam he receiving bank satisfies the burden of proof if it proves that
or knows that the name and number identifjedént persons, no [1€senderbefore the payment order was accepted, siget-a
personhas rights as beneficiary except the pergait by the N9 stating the information to which the.notlce relates. N
beneficiary’sbank if that person was entitled to recepayment ~ (€) Regardless akhetherthe sender is a bank, the receiving
from the originator of the funds transfelf no person has rights bankmay rely on the names the proper identification of the inter
asbeneficiary acceptance of the order cannot occur mediarybank or the beneficiarybank if the receiving bank, at the

(3) If a payment order described in s(@).(intro.)is accepted time it executes the sendsrorder does not know that the name

the originator's payment order described the beneficiary incensi@ndnumber identify dierent persons. The receiving bank need
tently by name and number and the beneficiabank pays the not determine whether the name and number refer to the same per

personidentified by numbeas permitted under suf2) (a) the son. o .
following rules apply: _(d) Ifthe receiving banknows that the name and number iden
(a) If the originator is a bank, the originator is obliged to pal§fy_different persons, reliance on either the name ontineber

executing the sendsrpayment order ia breach of the obliga

its order : >
(b) If the originator is not a bank and provhat the person tloHrilsfotz?e?g;q ?éloa.SOZ D @

identified by number was not entitled to receive payment from the

originator,the originator is not obliged to pay its order unless th10.209 Acceptance of payment order . (1) Subjectto
originator’s bank proves that the originatbefore acceptance of sub.(4), a receiving bank other than the beneficelank accepts

the originator's ordey had notice that payment of a payment order payment order when it executes the arder

issuedby the originator might bmade by the beneficiasybank —(2) subjectto subs(3) and(4), a beneficiarys bank accepts
onthe basis of an identifying or baakcount number even if it 3 payment order at the earliest of the following times:

identifiesa person diérent from thenamed beneficiaryProof of () When the bank pays the beneficiary as stated4ib(s405
noticemay be made by argdmissible evidence. The origind$or 1y'or () or notifies the beneficiary of receipt of theder or that
banksatisfies the burden of proof if it provi#at the originator e account of the beneficiary has been credited with respect to the
beforethe payment order was accepted, signed a writing statf\jer nless thaotice indicates that the bank is rejecting the order
theinformation to which the notice relates. o or that funds with respect the order may not be withdrawn or

~ (4) Inacase governed by siB) (a) if the benefician bank yseduntil receipt of payment from the sender of the order
rightfully pays theperson identified by number and that person ) \when the bank receives paymefithe entire amount of
was not entitledto receive payment from the origingtahe tl“[esendeﬁs order pursuant to 410.403 (1) (apr (b).

amountpaid may be recovered from that person to the exten (c) The opening of the next funds—transfer business day of the

allowedby thg l?W governing mistake gnd restitution as follow% nkfollowing the payment date of the order if, at that time, the

_ (&) If the originator is obliged to pay its payment order as Statsaount of thesende’s order is fully covered by a withdrawable

in sub.(3), the originator has the right to recaver creditbalance in an authorized account of the sender or the bank
(b) If the originator is not a bank and is not obliged to pay iasotherwise received full payment from the sendetessthe

paymentorder the originatols bank has the right to recover  orderwas rejected before that timeismrejected within one hour

History: 1991 a. 304 after that time, or within one hour after the opening of the next

businesglay of the sender following the payment date if that time

is later If notice of rejection is received by the sender after the

. b . ; S aymentdate and the authorized account of the sender does not

orderidentifying an intermediary bank or the beneficiaryank Eegrinterest, the bank is obliged to pay interest to the sender on

only by an identifying number the amount of the order for the number of days elapsing after the

~ (am) The receivingrank may rely on the number as the propgjaymentdate to the day the sender receives notice or learns that

identification of the |n.termed|ary bank or the beneﬂqarjb’ank the order was not accepted, Counting that day Hmedjay

andneed not determine whether the number identifies a bankif the withdrawable credit balance during that period falls below
(b) The sender is obliged to compensate the receiving bankttee amount of the ordethe amount of interest payable is reduced

any loss and expenses incurred by the receiving bank as a reaattordingly.

of its reliance on the number in executing or attemptirexézute (3) Acceptanceof a payment order cannotcur before the

the order orderis received by the receiving bank. Acceptance does not
(2) (a) Thissubsection applies to a payment order identifyingccurunder sub(2) (b) or (c) if the beneficiary of the payment

anintermediary bank or the beneficisgyank bottby name and order does not have an accouwith the receiving bank, the

anidentifying number if the name and number identifyedi#nt accounthas beewrlosed, or the receiving bank is not permitted by

persons. law to receive credits for the beneficiaydccount.

(am) If the sender is a bank, the receiving bank may rely on the(4) A payment order issued tioe originato's bank cannot be
numberas the proper identification of the intermediary bank or tleecepteduntil the payment date if the bank is theneficiarys
beneficiary’sbank if the receiving bank, when it executhe bank, or the execution daté the bank is not the beneficiasy’
sender’'order does not know that the name and number identiBank. If the originatots bank executes the originasgpayment
differentpersons. The receiving bank newd determine whether orderbefore the execution date or pays the beneficiitye origi
the name and number refer to the same person or whether the mator'spayment order before the payment date angdymnent
ber refers to a bank. The sender is obliged to compensate ¢hderis subsequently canceled pursuant #16.211 (2), the bank

410.208 Misdescription of intermediary bank or bene -
ficiary’'s bank. (1) (a) This subsection applies tgppayment
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may recover from the beneficiary any payment received to the a. Duplicates a payment order previously issued by the
extentallowed by the law governing mistake and restitution. sender.
History: 1991 a. 304 b. Orders payment to a beneficiary not entitled to receive pay
mentfrom the originatar
c. Orders payment in an amount greater than the amount the
eficiarywas entitled to receive from the originator

410.210 Rejection of payment order . (1) A payment
orderis rejected by theeceiving bank by a notice of rejectionben
transmittedto the sender orallyelectronically or in writing. A 2 Ifth der i led ded. the berefici
noticeof rejection need not use any particular words and fis suf_, 2:_!f the payment order is canceled or amended, the bereficia
cientif it indicates that the receiving baitkrejecting the order or 'Y'S Pank is entitled to recover from the beneficiary amount

will not execute or pay the ordéRejection is déctive when the Paidto the beneficiary to the extent allowed by the gowerning
noticeis given if transmission is by a means that is reasonabIéTi‘tlFtakeand restitution. ) )

the circumstances. If notice of rejection is given by a means that(4) An unaccepted payment order is canceled by operation of
is not reasonable, rejection idexftive when the notice iceived. aw at theclose of the 5th funds-transfer business day of the
If an agreement of the sender and receiving bank establishes“iﬁ@'v'”g bank after the execution date or payment date of the
meansgto be used to reject a payment oydery means complying Or0€r.

with the agreement is reasonable and any means not complying i€5) A canceled payment order cannot be accepted. If an
notreasonable unless no significant delay in reagfie notice acceptedpayment order is canceled, theceptance is nullified
resultedfrom the use of the noncomplying means. andno person has any right or obligation based on the acceptance.

(2) This subsection applies if a receiving bank other than tgnendmenf a payment ordeis considered to be cancellation

beneficiary'sbank failsto execute a payment order despite th@ the original order at the time of amendment and issue of a new
paymentorder in the amended form at the same time.

existenceon the execution date ofwdathdrawable credit balance ° ; ! .

in an authorized account of the sendeficiaht to cover the order ~ (6) Unless otherwise provided in an agreement optirties

If the sender does not receive notice of rejection of the order@rn @ funds—transfer system rule, if the receiving bafter

the execution date and the authorized account of the sender d¥f&€ptinga payment ordeegrees to cancellation or amendment

not bear interest, the bank is obliged to pay interest to the serfdh€ order byhe sender or is bound by a funds-transfer system

onthe amount of the order for the number of days elapsing affgfe allowing cancellation or amendment without thanks

the execution date tthe earlier of the day the order is cancelefdreementthe sendemhether or not cancellation or amendment

pursuanto s.410.21L (4)or the day the sendegceives notice or S effective, is liableto the bank for any loss and expenses, ifclud

learnsthat the order was not executed, counting the final day Bf reasonable attorney fees, incurredtigybank as a result of the

the period as an elapsed dalf the withdrawable credit balance cancellationor amendmenor attempted cancellation or amend

duringthat period falls below the amount of the ordlee amount Ment. _ _

of interest is reduced accordingly (_7) A payment order is not revokeq by the death or legal inca
(3) If a receivingbank suspends payments, all unaccepté’d’c'tyc’f the sender unless the receiving bank knows of the death

paymentorders issued to #re considered rejected at the time thg.r O.f an adjudication of incapacity bY a court of competenturis
banksuspends payments iction and has reasonable opportunity totsfore acceptance of

the order
(4) Acceptanceof a payment order precludes a later rejection ( . .
L 8) A funds-transfer system rule is nofeetive to theextent
of the order Rejection of a payment order precluddater accept it conflicts with sub(3) (b)

anceof the order ; )
History: 1991 a. 304 History: 1991 a. 304

410.212 Liability and duty of receiving bank regarding
unaccepted payment order . If a receiving bank fails to accept
gpayment order that it is obliged by express agreement to accept,
the bank is liable for breach of the agreement to the extent pro
videdin the agreement or in thehapter but does not otherwise
o ; haveany duty to accept a payment orderb@fore acceptance, to
communicationis not efective to cancel or amend the orderiayeany action, or refrain from taking action, with respect to the
unlessthe communication is verified pursuant to the security PrBrderexcept as provided in this chapter or by express agreement.
cedureor the bank agrees to the cancellation or amendment. Liability based on acceptance arises only when accepianges

(2) Subjectto sub(1), a communication by the sender cancelsstated in s410.209 and liability is limited to that provided in
ing or amending a payment order ifeetive to cancel or amend this chapter A receivingbank is not the agent of the sender or
the order if notice of the communication is received at a time abéneficiaryof the payment order it accepts,of any other party
in a manner &brding the receiving bank a reasonable opportunitp the funds transfeand the bank owes no duty to any party to the
to act on the communication before the bank accepts the paynfantis transfer except as provided in this chapter or by express
order. agreement.

(3) (a) After a payment order has been accemizdgellation ~ History: 1991 a. 304
or amendment of the order is nofestive unless the receiving
bankagrees or a funds—transfer system rule allows cancellation or
amendmenwithout agreement of the bank.

(am) With respect to a payment order accepted by a receiving
bank other than the beneficias/bank, cancellation or amend

410.211 Cancellation and amendment of payment
order. (1) A communication of the sender of a payment ord
cancelingor amending the order még transmitted to the receiv
ing bank orally electronically or in writing. If a security proce
dureis in efect between the sender and teeeiving bank, the

SUBCHAPTERIII

EXECUTION OF SENDER’'S RYMENT ORDER

mentis not efective unless a conforming cancellation or amend BY RECEIVING BANK
mentof the payment order issued by the receiving bank is also
made. 410.301 Execution and execution date. (1) A payment

(b) 1. With respect to a payment order accepted by the benefideris “executed” by the receiving bamken it issues a payment
ciary’s bank, cancellation or amendment is négeifve unlesshe orderintended to carry out the payment ordeceived by the
orderwas issued in execution of anauthorized payment orger bank. A payment order received by the beneficisiyank can be
or because of a mistake by a senidethe funds transfer which acceptecbut cannot be executed.
resultedin the issuance of a payment order thas any of the feol (2) “Execution date” of a payment order means the day
lowing: which the receiving bank may properly issue a payment order in
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executionof the sendés order The execution date may be deterif that subsection is otherwise satisfiebthe bank is entitled to
minedby instruction of the sender but cannot be earlier than trecoverfrom the beneficiary of the erroneous order the excess
daythe order is received and, unless otherwise determined, ispagmentreceived to the extent allowed by tae governing mis
daythe order is receivedf the sendés instruction states a pay takeand restitution.

mentdate the execution date is the payment date or an earlier date(z) A receiving bank that executes the payment order of the
onwhich execution is reasonahtgcessary to allow payment tosenderby issuing a payment order in an amount less than the
the beneficiary on the payment date. amountof the sendés order is entitled to paymeot the amount

History: 1991 a. 304 of the sendes order under $410.402 (3)if that subsection is
otherwisesatisfied and the bank corre@tsmistake by issuing an
additionalpayment order fothe benefit of the beneficiary of the
s sender’'order If the error is not corrected, the issuer of the-erro
receivingbank accepts a payment order pursuant4@®209 (1) o4, sorder is entitled to receive or retain payment fromstieler
thebank has the following obligations in executing the order: of the order it accepted only to the extent of the amount @fitbe

(a) Thereceiving bank is obliged to issue, on the executigieousorder This subsection does not apply if the receiving bank
date,a payment order complying with the senidearder and to executeshe sendes payment order by issuing a paymerder
follow the senders instructions concerning any intermediaryn an amount less than the amount of the sémdeder for the pur

bankor funds-transfer system to be used in carrying out the funglsse of obtaining payment of its ches for services and expenses
transferor concerning the means by which paymenders are to pyrsuanto instruction of the sender

betransmitted in the funds transféf the originatots bank issues .
apayment order to an intermedidrgink, the originatds bank is (3) If a receiving bank executes the paymerter of the

‘ X . ; ; : enderby issuing a payment order to a beneficiarfedént from
obligedto instruct the intermediary bank according to the |nstruf1,| . .
tion of the originatar An intermediary bank in the funds transfe ebeneficiary of the senderorder and the funds transfer is eom

o : . d . etedon the basis of that eriaghe sender of the payment order
is similarly bound by an instruction given to it by the sender of t . .
paymentorder it accepts. '?at was erroneously executed and all previous senders in the

b) If th des i . hat the fund ‘ fundstransfer are not obliged to pay the payment orders that they
t() ) | t_edsen esl mﬁtru_ctl?ln itate_st att ? unds Eans_er {8sued. The issuer of the erroneonsder is entitled to recover
_tod_e carr;]e OhUt ]Ee edp onlca} y oy W|tr3e trans %r or Oé EIWIS€ from the beneficiary othe order the payment received to the
indicatesthat the funds transfer is to be carried out byrtiest  oy;entallowed by the law governing mistake and restitution.
expeditiousmeans, the receiving bank is obliged to transmit itSygiory: 1991 a. 304
payment order by the most expeditious available means, and Opank that received an electronic transfer of funds, with incomplete instructions,
instructany intermediary bank accordinglif a sendés instruc  anddeposited the funds into an account in which the account owner had granted a
i ingi i i urityinterest to a creditor who had a rightful claim to the funds was liable to the
thn.States a payment date.’ the receiving bank is Ob"ged to trazﬁuredcreditor for the amount of the transfehen the bank subsequently trans
mit its payment order at a time and by means reasonably necesga#¥the funds to another account of the account owner who absconded with the
to allow payment to the beneficiary on the payment date or as sbors. General Electric Capital Corp. @entral Bank49 F3d 280(1995).

thereafteras is feasible.

(2) Unlessotherwise instructed, a receivibgnk executing a 410-304 Duty of sender to report erroneously exe -
paymentorder may usany funds-transfer system if use of thaguted paymentorder . If the sender of a payment order that is
systemis reasonable in the circumstances, and may issue-a iy neousl)ex_e(_:utedas stated in €.10.303receives notification
mentorderto the beneficiarg bank or to an intermediary bank{fom the receiving bank thahe order was executed or that the
throughwhich a payment order conforming to the serglerder Sender’saccount was debited with respect todnger the sender
canexpeditiously be issued to the beneficiatyankif the receiy  hasa duty to exercise ordinary care to determine, on the basis of
ing bank exercises ordinary care in the selection of the intermefiformationavailable to the sendehat the order was erroneously
ary bank. A receiving bank is noéquired to follow an instruction €xecutedand to notify the bank of the relevant facts within a rea
of the sender designating a funds—-transfer system to be use8dpabletime not exceeding0 days after the notification from the
carryingout the funds transfer if the receiving bank, in good faitRankwas received by the sendéfthe sender fails to perform that
determineghat it is not feasible to follow the instruction or thafluty, the bank is not obliged to pay interest on any amount refund
following the instruction would unduly delay completiontbé ableto the sender under 410.402 (4)or the period before the
fundstransfer banklearns of the execution errofhe bank is not entitled amy

(3) Unlesssub.(1) (b) applies or the receiving bank is other "€coveryfrom the sender on account of a failure by the sender to

wise instructed, the bank may execute a payroeder by trans Performthe duty stated in this section.
mitting its payment order by 1st class mail or by any means reaist"y: 1991 a.304
sonable in the circumstances. If the receiving bank is instruc
to execute the sendsrorder by transmitting its payment ordgr
aparticular means, the receiving bank may issugayment order
by the means stateat by any means as expeditious as the mea@
stated.

(4) Unlessinstructed by the sendehereceiving bank may
not obtain payment of its chges for services argkpenses in cen
nectionwith theexecution of the senderorder by issuing a pay yamagesre not recoverable
mentorder in an amount equal to the amount of the sendeter g '

lessthe amount of the chges, and may not instruct a subsequent (2) If execution of gpayment order by a receiving bank in
receiving bank to obtaipaymenbf its chages in the same man Preachof s.410.302results in noncompletion of the funds trans
ner. fer, failureto use an intermediary bank designated by the origina

History: 1991 a. 304 tor, or issuance of a payment order that doesawotply with the

termsof the payment order of the originagttire bank is liable to

410.303 Erroneous execution of payment order. (1) A theoriginator for its expenses in thends transfer and for inciden

receivingbank that executes the payment ordethefsender by tal expenses and interest losses, to the extent not covered by sub.

issuinga payment order in an amount greater than the amounfb resulting from themproper execution. Except as provided in

the sendes ordey or that issues a payment order in execution §£0-(3), additional damages are not recoverable.

the sendés order and then issues a duplicate gridezntitled to (3) In addition to the amounts payable under s(ihsand(2),

paymentof the amount of the sendgiorder under €10.402 (3) damagesincluding consequential damages, are recoverable to the

410.302 Obligations of receiving bank in execution of
payment order. (1) Except as provided in suli®) to(4), if the

tz?fO.SOS Liability for late or improper execution or fail -

ure to execute payment order . (1) If a fundstransfer is com
Igtedbut execution of a payment order by the receiving bank in
reachof s.410.302results in delay in payment to the beneficiary
the bank is obliged to pay interest to either the originator or the
beneficiaryof the funds transfdor the period of delay caused by
theimproper execution. Except as provided in $8)).additional
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extent provided in an express written agreenoéthe receiving (6) Theright of the sender of payment order to be excused

bank. from the obligation to pay the order as stated in $8por to
(4) If a receiving bank fails to execute a paymeder it was receiverefund under sulf4) may not be varied by agreement.

obliged by express agreement to execute, the receiving isank History: 1991 a. 304

liable to the sender for itsxpenses in the transaction and for-inci .

dentalexpenses and interest losses resulting fifeenfailure to 410403  Payment by sender to receiving bank. (1) Pay-

execute. Additional damages, including consequential damagd8€ntof the sendes obligation under €110.402to pay the receiv

arerecoverable to the extent provided inexpress written agree N9 bank occurs as follows:

mentof the receiving bank, but are not otherwise recoverable. (@) If the sender is a bank, payment occurs whenetteiving
(5) Reasonablattorney feesre recoverable if demand forPankreceives final settlement of the obligation througaderal

compensatiomnder sub(1) or (2) is made and refused before arféservebank or through a funds-transfer system.

actionis brought on the claim. If a claim is madelfoeach of an (b) If the sender is a bank and the sender credited an account

agreementinder sub(4) and the agreement does not provide fadf the receiving bank with the sendercaused an account of the

damagesteasonablattorney fees are recoverable if demand faeceivingbank in another bank to leedited, payment occurs

compensatiomnder sub(4) is made and refusdmbfore an action whenthe credit is withdrawn oif not withdrawn, at midnight of

is brought on the claim. the day on which theredit is withdrawable and the receiving bank
(6) Exceptas stated in this section, the liability of a receivinigarnsof that fact.
bankunder subg(1) and(2) may not be varied by agreement. (c) If the receiving bank debits an account of the sender with
History: 1991 a. 304 thereceiving bank, payment occurs when the delmiade to the
extentthe debiis covered by a withdrawable credit balance in the
account.
SUBCHAPTERIV

(2) (a) If the sender and receiving bank are members of a
funds—transfesystem that nets obligations multilaterally among
PAYMENT participants,the receiving bank receives final settlement when
settlements complete in accordance with the rules of the system.

410.401 Payment date. “Paymentdate” of a payment order  (b) The obligation of the sender to pay the amount of a payment
means the day on which the amount of the order is payable todh#gertransmitted through the funds—transfer system may be satis
beneficiaryby the beneficiarg bank. The payment date may bdied, to the extent permitted by the rules of slystem, by setting
determinedoy instruction of the sender but cannot be earlier thaff and applying against the sendeobligation the right ofhe

the day the order is received by the beneficebank and, unless sendetto receive payment from the receiving bank of the amount
otherwisedetermined, is the day the order is received by the beié any other payment order transmitted to the sender by the-receiv
ficiary’s bank. ing bank through the funds-transfer system.

History: 1991 a. 304 (c) The aggregatkalance of obligations owed by each sender
S . to each receiving bank in the funds—transfer system may be satis
410.402  Obligation of sender to pay receiving bank. fied, to the extent permitted by the rules of system, by setting
(1) This section is subject to s610.205and410.207 ~ off and applying against thailance the aggregate balance of

(2) With respect to a payment order issued to the benefigiargbligationsowed to the sender by other members of the system.

bank,acceptance of the order by the bank obliges the sender to pa¥ aggregatdalance is determined after the right of dettafted
thebank the amount of the ordeut payment is not due until thejn par (b) has been exercised.

paymentdate of the order (3) If 2 banks transmit payment orders to each other under an
(3) This subsection is subject to su) and to s410.303  agreementhat settlement of the obligation$ each bank to the
With respect to a payment order isstie@ receiving bank other otherunder s410.402will be made at the end of the day or other
thanthe beneficiary bank, acceptance of the order by the receigeriod, the total amount owed with respectat orders trans
ing bank obliges the sender to pay the bank the amount of the sefgked by one bank shall be sef afjainst the total amount owed
er'sorder Payment by the sender is not due until the executijith respecto all orders transmitted by the other banla tfie
dateof the sendes order The obligation of that sender to pay itsextentof the setdf each bank has made payment to the other
paymentorder is excuse_d_ if the funds transfer is not co_mpleted by (4) In a case not covered by sib), the time when payment
acceptancéy the beneficiarg bank of payment order instruct ¢ i, sendes obligation under $10.402 (2pr(3) occurs is gov
ing payment to the beneficiary of that seridgrayment order ernedby applicable principles of law that determine when an
(4) If the sender of a payment order pays the order and wasgWigationis satisfied.
obligedto pay all or part of the amount paid, the basteiving History: 1991 a. 304
paymentis obliged to refunghayment to the extent the sender was
not obliged to pay Except as provided in $610.204and410.304  410.404 Obligation of beneficiary’ s bank to pay and
interestis payable on the refundable amount from the date of pajive notice to beneficiary . (1) Subject to s410.211 (5)and
ment. 410.405(4) and(5), if a beneficiarys bank accepts a payment
(5) If afunds transfer is nabmpleted as stated in s(i®) and order,the bank is obliged to pay the amount of the order to the
anintermediary bank is obliged to refund payment as stated in sbeneficiaryof the order Payment is due on the payment date of
(4) but is unable to do so because not permitted by applicable ke orderbutif acceptance occurs on the payment date after the
or because the bank suspends payments, a sender in the faolude of the funds—transfer business day of the bank, payment is
transferthat executed a payment order in compliance with alue on the next funds—transfer business dathe bankrefuses
instruction,as stated in $.10.302 (1) (a)to routethe funds trans to pay after demanbly the beneficiary and receipt of notice of-par
fer throughthat intermediary bank is entitled to receive or retaiticular circumstancethat will give rise to consequential damages
paymentfrom the sendeof the payment order that it acceptedasa result of nonpayment, the beneficiary may recover damages
The first sender inthe funds transfer that issued an instructioresultingfrom the refusal to pay to the extent the bank had notice
requiringroutingthrough that intermediary bank is subrogated tof the damages, unless the bank provesittda not pay because
theright of the bank that paid the intermediary bank to reamd of a reasonable doubt concerning the right of the beneficiary to
statedin sub.(4). payment.
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(2) If a payment order accepted by the beneficgabank (c) No payment by the originator the beneficiary occurs
instructspayment to an account of the beneficighe bankis unders.410.406
obligedto notify the beneficiary of receipf the order before mid () Subject to $410.402 (5)each sender in the funds transfer
night of the next funds-transféusiness day following the pay is excused from its obligatiom pay its payment order under s.
ment date.If the payment order does not instruct payment to a10.402(3) because the funds transfer has not been completed.
accountof the beneficiarythe bank isequired to notify the bene  History: 1991 a. 304
ficiary only if notice is required by the orddXotice may be given . . .
by 1st class mail or any other means reasonable in the circffh0.406 Payment by originator to beneficiary;  dis-
stances.If the bank fails to give the required notitiee bank is charge of underlying obligation. ~ (1) Subject to s$410.211
obligedto pay interest to the beneficiary on the amount of the pdy) @nd410.405 (4jand(5), the originator of a funds transfer pays
mentorder from the day notice should have been given until tHee beneficiary of the originat&r payment order at the time a pay
daythe beneficiary learned eéceipt of the payment order by thementc_)r_der,for the benefit of the beneficiary is accepted by the
bank. No other damages are recoverable. Reasonable attoaﬂ%?ef'c'ary sbank in the fundransfer and in an amount equal to
fees are also recoverable if demand for interest is made amount of the order accepted by the benefigarghk, bunot
refusedbefore an action is brought on the claim. morethan the amount of the originatsiorder

(3) Theright of a beneficiary to receive payment and damages (%) (2) If payment under sulfl) is made taatisfy an obliga

asstated in sub(1) may notbe varied by agreement or a fundsdion, the obligation is dischgedto the same extent dischar

transfersystem rule. The right of a beneficiary to be notified &4ou!d result from payment to the beneficiary of the same amount
stated in sub(2) may be variedy agreement of the beneficiary!l Money unless all of the following apply: ,
or by a funds—transfer system rule if the beneficiary is notified of 1. The payment under sufl) was made by a means prohib
therule before initiation of the funds transfer |'ged by the contract of the beneficiary with respect toahkga
History: 1991 a. 304 tion.

2. The beneficiarywithin a reasonable time after receiving
410.405 Payment by beneficiary’ s bank to beneficiary .  noticeof receipt of the order by the beneficiarpank, notified the
(1) If the beneficiang bank credits an account of the beneficiargriginatorof the beneficiary refusal of the payment.
of a payment ordeipayment of the bank’obligation under s. 3. Funds with respect to the ordeere not withdrawn by the
410.404(1) occurs when antb the extent the beneficiary is roti beneficiaryor applied to a debt of the beneficiary
fied of the right to withdraw the credit, the bank lawfully applies 4, The beneficiaryvould sufer a loss that could reasonably
the credit to a debt of the beneficiagr funds withrespect to the havebeen avoided payment had been made by a means comply
orderare otherwise made available to the beneficiary by the bag with the contract.

(2) If the beneficiang bank does not credit an account of the (b) If payment by the originator does not result in disgbar
beneficiaryof a payment ordethe time when payment of theunderthis section, the originator is subrogated toritjats of the
bank’sobligationunder s410.404 (1)ccurs is governed by prin beneficiaryto receive payment from the beneficiarigank under
ciplesof law that determine when an obligation is satisfied. s.410.404 (1)

(3) Exceptas stated in sub&2) and(5), if the beneficiarys (3) For the purpose of determining whether disgeaof an
bankpays the beneficiary of a payment order under a conddionobligation occurs under sul{2) (a) if the beneficiarys bank
payment or agreement of the beneficiary giving the bank the riglticeptsa payment order in an amount equal to the amount of the
to recover payment from the beneficiary if the bank does nmtiginator’spayment order less cluygs of one or more receiving
receivepaymentf the orderthe condition to payment or agree banks in the funds transfgrayment to the beneficiary is consid
mentis not enforceable. eredto be in the amount of the originatrrder unlessipon

(4) A funds—transfer system rule mpyovide that payments dgmandoy the beneficiary the originator does not pay the benefi
madeto beneficiaries of funds transfers made througisyiseem ciary the amount of the deducted ajes.
are provisional until receipt of payment by the beneficirghk (4) Rightsof the originator or of the beneficiary of a funds
of the payment order it accepted. A beneficibank that makes transferunder this section maye varied only by agreement of the
a payment that is provisional under the rule is entitlectkfond originatorand the beneficiary
from the beneficiary ithe rule requires that both the beneficiary History: 1991 a. 304
andthe originator be given notice of the provisional nature of the

paymentbefore the funds transfer is initiated, if the beneficiary SUBCHAPTERY
the beneficiarys bankand the originatds bank agreed to be
boundby the rule, and if the beneficiasybank did not receive MISCELLANEOUS PROVISIONS

paymentof the payment order that it accepted. If the beneficiary
is obliged to refund payment to the beneficiatyank, acceptance

of the payment order by the beneficiaripank is nullified and no 410501 Variation by agreement and effect of funds—

mentby the originator of the funds transterthe beneficiar transfer systemrule. (1) Exceptas otherwise provided in this
paymeniy the onginator of the tunds transterthe beneticiary chapter.the rights and obligations of a party to a funds transfer
occursunder 5'410"_106 . . may be varied by agreement of théeated party

(5) This subsection applies to a funds transfer that includes a(2) (a) “Funds—transfer system rule” means a nflan asso
paymentorder transmitted over a funds-transfer systemré&t  ciation of banks governing transmission of payment ordgrs
obligations multilaterally among participants, and that has iheangf a funds-transfer system of the associatiorights and
effecta loss-sharing agreement among participants for the pypjigationswith respect to those orders, torthe extent the rule
poseof providing funds necessaty complete settlement of the 55 hjies governing rights andbligations between banks that are
obligationsof one ormore participants that do not meet theipatiesto a funds transfer in which a federal reserve bank, acting

settlementobligations. If the beneficiary'bank in the funds as an intermediary bank, sends a payment order to the beneficia
transferaccepts a payment order and the system fails to complgfg pank.

settlement pursuant to its rules with respect to any payment or efb) Except as otherwise provided in this chatdunds—trans

in the funds transfeall of the foIIowm.g.occur. . » fer system rule governing rights and obligations between partici
(a) The acceptance by the beneficiarpank is nullified and patingbanks using the system may beeefive even if the rule
no person has any right or obligation based on the acceptancgenfiicts with this chapter and indirectlyfatts another party to
(b) The beneficiarg bank is entitled to recover payment fronthe fundstransfer who does not consent to the rule. A funds~trans
the beneficiary fer system rule may also govern rights and obligations of parties
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otherthan participating banks using the system to the extent staimaheris precludedrom asserting that the bank is not entitled to

in $5.410.404 (3)410.405 (4and410.507 (3) retainthe payment unless the customer notifies the bank of the
History: 1991 a. 304 customer’sobjection to the payment within one yedter the noti
) . fication was received by the customer
410.502 Creditor process served on receiving bank; History: 1991 a. 304

setoff by beneficiary’ s bank. (1) In this section, “creditor
process”means levyattachment, garnishment, notice of lien410.506 Rate of interest. (1) If, under this chapten receiv
sequestratiomyr similarprocess issued by or on behalf of a ereding bank is obliged to pay interest with respect fwayment order
tor or other claimant with respect to an account. issuedto the bank, the amount payable may be determined by
(2) This subsection applies to creditor process with respectagreementf the sendeand receiving bank, or may be determined
anauthorized account of the sender of a payment order if the cré @ funds—transfer system rule if the payment order is transmitted
tor process is served on the receiving bank. For the purposdhgpugha funds—transfer system.
determiningrights with respect to the creditor process, if the (2) If the amount of interest is not determiitoytan agreement
receiving bank accepts the payment grdiee balance in the or rule as stated in sufl), the amount is calculated by multiply
authorizedaccount is considered to be reduced by the amounting the applicable federal funds rate by the amount on which inter
the payment order to the extent the bank did not otherwise recedstis payable, and thanultiplying the product by the number of
paymentof the orderunless the creditor process is served at a tirdaysfor which interests payable. The applicable federal funds
andin a manner &rding the bank a reasonable opportunity to acateis the average of the federal funds rates published by the fed
onit before the bank accepts the payment order eralreserve bank of Nework for each of the days for which inter
(3) If a beneficiang bank has received a payment order fdistis payable divided by 360. The federal funds rate fordaryy
payment to the beneficias/account in the bank, the following©n which a published rate is not available is the same as the pub
rulesapply: I!shed rate for the next preceding day fohich there is a pub _
(a) The bank may credit the beneficiangccount.The amount lishedrate. If a receiving bank that accepted a payment order is

creditedmay be set dfagainst an obligation owed by the benefiléduiredto refund payment to the sender of the order because the

ciary to the bank or may be applied to satisfy creditor procegldstransfer was not completed, but the failiweomplete was

servedon the bank with respect to the account. notdue to any fault by the bank, the interest payable is reduced by
(b) The bank may credit the beneficiargccount and allow a percentage equal to the reserve requirememeposits of the

withdrawal of the amount credited unless creditor process Wi{ﬁ,ﬁg{})’:ﬁgba”k'
- - ) - y: 1991 a. 304
respecto the account is served at a time and in a manicedafy

the bank a reasonable opportunity to act to prevent withdrawah10.507 Choice of law. (1) The following rules apply unless
(c) If creditor process with respect to the beneficeagaccount the affected parties otherwise agree or @#).applies:

hasbeen served and the bank has had a reasonable opportunity @) The rights anabligations between the sender of a payment

acton it, the bank may not reject tpayment order except for agrderand the receiving bank ageverned by the law of the juris

reason unrelated to the service of process. diction in which the receiving bank is located.

(4) Creditorprocess withrespect to a payment by the origina  (b) The rights and obligations between the beneficiamghk
tor to the beneficiary pursuant to a funds transfer may be sergflithe beneficiarare governed by the law of the jurisdiction in
only on thebeneficiarys bank with respect to the debt owed byyhich the beneficiarg bank is located.
thatbank to the beneficiaryAny other bank served with the credi (c) The issueof when payment is made pursuant to a funds

tolr_'_proqeiggils ng(t) 4obliged to act with respect to the process. ransferhy the originator to the beneficiaiygoverned by the law
Istory: a. 30 of the jurisdiction in which the beneficiasybank is located.

410.503 Injunction or restraining order with  respect to (2) If the parties described in egeragraph of sulfl) have
funds transfer . For proper cause and in compliance witipli ~Madean agreement selecting the law of a particular jurisdiction to
cablelaw, a court may restrain gerson from issuing a paymentgovernrights and obligations between each gttrezlaw of that
orderto initiate afunds transferan originators bank from execut jurisdiction governs those rights and obligations, whether or not
ing the payment order of the originator the beneficiarngbank thepayment order or the funds transfer bears a reasaredditien
from releasing funds to thieeneficiary or the beneficiary from to that jurisdiction.

withdrawingthe funds. A court may not otherwise restrain a per (3) (a) A funds—transfer system rule may select the law of a
sonfrom issuing a payment ordgraying omreceiving payment of particularjurisdiction to govern any of the following:

apayment orderor otherwise acting wittespectto afunds trans 1. Rights and obligations between participating bamits

fer. respectto payment orders transmitted or processed through the
History: 1991 a. 304 system.

410.504 Order in which items and payment orders may 2. Rights and obligations afome or all parties to a funds
be charged to account, order of withdrawals from transferany part of which is carried out by mearighe system.
account. (1) If a receiving bank has received more than one (0) A choice of law made pursuant to faj 1.is binding on
paymentorder of the sender or one or more payment orders a@jticipatingbanks. A choice of law made pursuant ta @3r2.
other items that are payable from the selsdazcount, the bank IS binding on the originatoother sendenor a receiving bank hav
may chage the send&s account witlrespect to the various ordersing notice that the funds-transfer system might be used in the
anditems in any sequence. fundstransfer and of the choice of law by the system when the
(2) In determining whether a credit to an account has be@fjginator, other senderor receiving bank issueat accepted a
withdrawnby the holder of the account or applied to a dettef paymentorder The beneficiary o funds transfer is bound by the

holderof the account, credits first made to the account are fifgoice0f law if, when the funds transfer is initiated, the benefi
withdrawnor applied. Clary has notice that the funds-transfer system niighised in

History: 1991 a. 304 thefunds transfer and of the choice of law by the system. The law
of a jurisdiction selected pursuant to this subsection may govern,
410.505 Preclusion of objection to debit of customer 's  Whetheror not that law bears a reasonable relation to the matter
account. If a receiving bank has received payment from its cué ISSue.
tomerwith respect to a payment order issued in the name of the(4) In the event of inconsistency betwesamagreement under
customeras sender and acceptedthg bank, and the customersub.(2) and a choice—-of-law rule under s(8), theagreement
receivednotification reasonably identifying therder the cus undersub.(2) prevails.
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(5) If afunds transfer is made by use of more than one funds-
transfersystem andhere is inconsistency between choice—of-law
rulesof the systems, the matter in issugaserned by the law of
the selected jurisdiction that has the n®ighificantrelationship
to the matter in issue.

History: 1991 a. 304
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