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1991 WISCONSIN ACT 304

AN ACT1o repeal401.110, the unnumbered subchapter title preceding 409.901 and 409.901 to 4029@Hd

99.05 (1), 127.18, 129.04, 401.101, 401.102 (1), 401.102 (2) (intro.), 401.102 (3), 401.102 (4), 401.102 (5) (intro.),
401.103, 401.104, 401.105 (title), (1) and (2) (intro.), 401.106, 401.201 (intro.), 401.201 (3), 401.201 (11), 401.201
(17),401.201 (23m), 401.201 (29), 401.203, 401.204 (1), 402.207 (3), 402.401 (1), 402.719 (2), 402.725 (4), 403.103
(1), 403.104 (3), 403.408, 403.419 (3), 404.108 (1), 404.108 (2), 405.102 (3), 407.202 (3), 409.201, 409.405 (2),
421.103 (1), 421.103 (2), 421.103 (3), 425.209 (3), 425.209 (4), 618.42 (3) (a), 779.97 (4) (a) 1., 779.97 (4) (b) 1.,
779.97(4) (b) 2., 779.97 (4) (b) 3. and 4. and 909.02 (9);tarmleate401.105 (2) (f) and chapter 410 of the statutes,
relating to: adopting a uniform funds transfers statute.

The people of the state of Wisconsin, represented in 401.101 Short title. Chapters 401 to-408L0shall
senate and assembly, do enact as follows: be known and may be cited as uniform commercial code.
. SecTioN 5. 401.102 (1) of the statutes is amended to
SecTioN 1. 99.05 (1) of the statutes is amended to 44
read: 401.102(1) Chapters 401 to-408L0shall be liber-

. 99.0%(1) RECE'PTS: Public warehouse keepers, at the ally construednd applied to promote its underlying pur-
time goods are received for storage, shall issue ware-

house or storage receipts identifying goods placed in poses and policies.

storage and inform storers of all terms and conditions of SECTION 6. 4(_)1'102 (2) (intro.) of the statutes is
amended to read:

storage and may, for this purpose, use standard forms ) . .
: ; o 401.102(2) (intro.) Underlying purposes and poli-
whichare accepted in the warehousing industrycam- cies of chs. 401 t Dare:

E:be\(/:vrl]tgpttheer.reqwrements of chs. 401-to-4Pand this SecTioN 7. 401.102 (3) of the statutes is amended to

SecTion 2. 127.18 of the statutes is amended to read: "¢ad:

127.18 (title) Conflict with chs. 401 to 410.In the 401.1023) The efect of chs. 401 to-40910may be
event ofany conflict between this chapter and chs. 401 to Varied by agreement, except as otherwise provided in
409410 this chapter shall control. chs. 401 to-40210and except that the obligations of

SECTION 3. 129.04 of the statutes is amended to read: 90odfaith, diligence, reasonableness and care prescribed

129.04 Trust property, art dealer’s creditors. No by chs. 401 to-40810may not be disclaimed by agree-
property which is trust pperty under s. 129.02 or 129.03 ment but the parties may by agreement determine the
is subject to the claims, liens or security interests of the Standards by which the performance of such obligations
creditors of the art dealer, notwithstanding chs. 401 tois to be measured if such standards are not manifestly
409410 unreasonable.

SecTioN 4. 401.101 of the statutes is amended to SecTion 8. 401.102 (4) of the statutes is amended to
read: read:
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401.102(4) The presence in certain provisions of (2) Any right or obligation declared by chs. 401 to
chs. 401 to-409110 of the words “unless otherwise 409 410is enforceable by action unless the provision
agreed” omwords of similar import does not imply that the declaring it specifies a different and limited effect.
effect of other provisions may not be varied by agreement  Section 15. 401.110 of the statutes is repealed.

under sub. (3). SecTion 16. 401.201 (intro.) of the statutes is
SectioN 9. 401.102 (5) (intro.) of the statutes is amended to read:
amended to read: 401.201 General definitions. (intro.) Subject to
401.1025) (intro.) In chs. 401 to-40210unless the additional definitions contained in chs. 402-to- 409
context otherwise requires: which are applicable to specific chapters or parts thereof,
SecTion 10. 401.103 of the statutes is amended to and unless the context otherwise requires, in chs. 401 to
read: 409410
401.103 Supplementary general principles of law SecTioN 17. 401.201 (3) of the statutes is amended
applicable. Unless displaced by the particular provi- to read:
sions of chs. 401 to-40810the principles of law and 401.201(3) “Agreement” means the bargain of the

equity,including the law merchant and the law relative to parties in fact aofind in their language or by implication
capacity to contract, principal and agent, estoppel, fraud,from other circumstances including course of dealing or
misrepresentation, duress, coercion, mistake, bank-usage of trade or course of performance as provided in
ruptcy, orother validating or invalidating cause shall sup- chs.401 to-40%10(ss. 401.205 and 402.208). Whether

plement its provisions. an agreement has legal consequences is determined by
SecTioN 11. 401.104 of the statutes is amended to chs. 401 to-40910 if applicable; otherwise by the law

read: of contracts (s. 401.103). (Compare “Contract”.)
401.104 Construction against implicit repeal. SecTion 18. 401.201 (11) of the statutes is amended

Chapters 401 to-40210being a general act intended as to read:

a unified coverage of its subject matter, no part of it shall ~ 401.201(11) “Contract” means the total legal obliga-

be deemed to be impliedly repealed by subsequent legistion which results from the parties’ agreement gecédd

lation if such construction can reasonably be avoided. by chs. 401 to-40810and any other applicable rules of
SecTioN 12. 401.105(title), (1) and (2) (intro.) of the  law. (Compare “Agreement”.)

statutes are amended to read: SecTioN 19. 401.201 (17) of the statutes is amended
401.105 (title) Territorial application of chs. 401 to read:
to 410; parties’ power to choose applicable law(1) 401.201(17) “Fungible” with respect to goods or

Except as provided in this section, when a transactionsecurities reans goods or securities of which any unit is,
bears aeasonable relation to this state and also to anothetby nature or usage of trade, the equivalent of any other
state omation the parties may agree that the law either of like unit. Goods which are not fungible shall be deemed
this stte or of such other state or nation shall govern theirfungible for chs. 401 to-40910to the extent that under
rightsand duties. Failing such agreement chs. 401-to 409a particular agreement or document unlike units are
410apply to transactions bearing an appropriate relationtreated as equivalents.
to this state. SecTion 20. 401.201 (23m) of the statutes is
(2) (intro.) Where one of the following provisions of amended to read:
chs.401 to-40%10specifies the applicable law, that pro- 401.201(23m) A person “knows” or has “knowl-
visiongoverns and a contrary agreementfieative only edge” of a fact when the person has actual knowledge of
to the extent permitted by the law (including the conflict it. “Discover” or “learn” or a word or phrase of similar

of laws rules) so specified: import refers tknowledge rather than to reason to know.
SecTioN 13. 401.105 (2) () of the statutes is created The time and circumstances under which a notice or noti-

to read: fication may cease to be effective are not determined by
401.1052) (f) Section 410.507 on the governing law chs. 401 to-40410

on funds transfers. SecTioN 21. 401.201 (29) of the statutes is amended
SecTioN 14. 401.106 of the statutes is amended to to read:

read: 401.201(29) “Party”, as distinct from “3rd party”,

401.106 Remedies to be liberally administered. means @erson who has engaged in a transaction or made
(1) The remedies provided by chs. 401-to 409 shall an agreement within chs. 401-to-44E0
be liberally administered to the end that the aggrieved  Section 22. 401.203 of the statutes is amended to
partymay be put in as good a position as if the other party read:
had fully performed but neither consequential or special  401.203 Obligation of good faith. Every contract
nor penal damages may be had except as specifically proer duty within chs. 401 to-40910imposes an obligation
vided in chs. 401 te-402100r by other rule of law. of good faith in its performance or enforcement.
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SecTioN 23. 401.204 (1) of the statutes is amended rights of a holder in due course (s. 403.305), except that
to read: no consideration is necessary for an instrument or obliga-

401.204(1) Whenever chs. 401 to-4@40require tion thereon given in payment of or as security for an
any action to be taken within a reasonable time, any timeantecedendbligation of any kind. Nothing in this section
which is not manifestly unreasonable may be fixed by shall be taken to displace any statute outside chs. 401 to

agreement. 409410under which a promise is enforceable notwith-
SecTioN 24. 402.207 (3) of the statutes is amended standing lack or failure of consideration. Partial failure
to read: of consideration is a defense to the extent of the failure

402.207(3) Conduct by both parties which recog- whether or not the failure is in an ascertained or liqui-
nizes the existence of a contract is sufficient to establishqated amount.

a contract for sale although the writings of the parties do Section 31. 403.419 (3) of the statutes is amended
not otherwise establish a contract. In such case the termg, read:
of the particular contract consist of those terms on which 403.419(3) Subject to the provisions of chs. 401 to
the writings of the parties agree, together with any sup- 499 410concering restrictive endorsements a represen-
plementary terms incorporated under any other provi- tative, including alepositary or collecting bank, who has
sions of chs. 401 to-404L.0 _ in good faith and in accordance with the reasonable com-
SECTION 25. 402.401 (1) of the statutes is amended mercial standards applicable to the business of such rep
to read: _ resentative dealt with an instrument or its proceeds on
402.401(1) Title to goods cannot pass under a Con- papalf of one who was not the true owner is not liable in
tractfor sale prior to their identification to the contract (s. ~nversion or otherwise to the true owner beyond the
402.501), and unless otherwise explicitly agreed the gn,q, nt of any proceeds remaining in his or her hands.
buyer acquires by their identification a special property SecTION 32. 404.108 (1) of the statutes is amended
as limited by chs. 401 to-4@40 Any retention or reser- to read:
vation bythe seller of the title (property) in goods shipped 444 19g1y Unless otherwise instructed, a collecting

T st e bark ' a good s eor o ecurepayent may, e
o ch. 409 tittI)é o oods aJs ses from thF:a seller to the®3S€ of secific items and with or without the approval of
A 9 P - ... ~any person involved, waive, modify or extend time limits
buyer in any manner and on any conditions explicitly . . i
. imposed opermitted by chs. 401 to-4@9.0for a period
agreed on by the parties. not in excess of an additional banking day without dis-
SecTioN 26. 402.719 (2) of the statutes is amended : ng day witr .
charge of secondary parties and without liability to its

to read: )
: . transferor or any prior party.
402.7192) Wh I .
0 12) ere circumstances cause an exclusive SecTioN 33. 404.108 (2) of the statutes is amended

or limited remedy to fail of its essential purpose, remedy )
may be had as provided in chs. 401-to 400 to read: .
SecTioN 27. 402.725 (4) of the statutes is amended 404'1.0&2). D_elay by acqllectlng bank. or payor bank
to read: beyond time limits prescribed or permitted by chs. 401
402.7254) This section does not alter the law on toll- 10-4094100r by instructions is excused if caused by inter-
ing of the statute of limitations nor does it apply to causes"UPtion of communication facilities, suspension of pay-
of action which have accrued before chs. 401 to_ 409 orMents by another bank, war, emergency conditions or

before ch. 41became effective. other circumstances beyond the control of the bank pro-
SecTion 28. 403.103 (1) of the statutes is amended vided it exercises such diligence as the circumstances
to read: require.

paymentsorders governed by ch. 41dpcuments of title {0 read:

or securities as defined by s. 408.102. 405.102(3) This chapter deals with some but not all
SEcTION 29. 403.104 (3) of the statutes is amended ©f the rules and concepts of letters of credit as such rules
to read: or concepts have developed prior to chs. 401104409

403.1043) As used in chs. 401 to 402 and 404to 409 or may hereafter develop. The fact that this chapter states
410 and as the context requires, the terms “draft’, arule does not by itself require, imply or negate applica-

“check”, “certificate of deposit” and “note” may refer to tion of the same or a converse rule to a situation not pro-
instruments which are not negotiable within this chapter vided for or to a person not specified by this chapter.

as well as to instruments which are so negotiable. Section 35. 407.202 (3) of the statutes is amended
SecTion 30. 403.408 of the statutes is amended to to read:
read: 407.2023) A warehouse keeper may insert in his or

403.408 ©@nsideration. Want or failure of consider-  her receipt any other terms which are not contrary to chs.
ation is a defense as against any person not having thd01 to-40%10and do not impair his or her obligation of
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delivery (s. 407.403) or his or her duty of care (s. SecTioN 38. The unnumbered subchapter title pre-
407.204). Any contrary provisions are ineffective. ceding 409.901 of the statutes is repealed.

SecTion 36. 409.201 of the statutes is amended to SecTion 39. 409.901 to 409.905 of the statutes are
read: repealed.
409.201 General validity of security interest. SecTioN 40. Chapter 410 of the statutes is created to
Except as otherwise provided by chs. 401-to 400a read:
security agreement is effective according to its terms CHAPTER 410
between the parties, against purchasers of the collateral UNIFORM COMMERCIAL CODE —
and against creditors. Nothing in this chapter validates FUNDS TRANSFERS
any charge or practice illegal under any statute or regula- SUBCHAPTER |
tion thereunder governing usury, small loans, retail SUBJECT MATTER AND DEFINITIONS

instalment sales, or the like, or under chs. 421 to 427, or  410.101 Short title. This chapter may be cited as
extends the application of any such statute or regulationuniform commercial code — funds transfers.

to any transaction not otherwise subject thereto. 410.102 Subject matter.Except as otherwise pro-
SecTioN 37. 409.405 (2) of the statutes is amended vided in s410.108, this chapter applies to funds transfers
to read: as defined in s. 410.104 (1).

409.4052) A secured party may assign of record all 410.103 Payment order; definitions.(1) In this
or part of his or her rights under a financing statement by chapter:
the filing in the place where the original financing state- (a) “Beneficiary” means the person to be paid by the
ment was filed of a separate written statement of assign-beneficiary’s bank.
ment signed by the secured party of record and setting (b) “Beneficiary’s bank” means the bank identified
forth the name of the secured party of record and thein a payment order in which an account of the beneficiary
debtorthe file number and the date of filing of the financ- is to be credited pursuant to the order or which otherwise
ing statement and the name and address of the assignés to make payment to the beneficiary if the order does not
and containing a description of the collateral assigned. provide for payment to an account.
A copy of the assignment is sufficient as a separate state- (c) “Payment order” means an instruction of a sender
ment if it complieswith the preceding sentence. On pre- to a receiving bank, transmitted orally, electronically, or
sentation tahe filing officer of such a separagtatement, in writing, to pay, or to cause another bank to pay, a fixed
the filing officer shall mark such separate statement with or determinable amount of money to a beneficiary if all
the date and hour of the filing. The officer shall note the of the following apply:
assignment on thadex of the financing statement, or in 1. The instruction does not state a condition to pay-
the case of a fixture filing, or a filing covering timber to ment to the beneficiary other than time of payment.
be cut, or covering minerals or the like, including oil and 2. The receiving bank is to be reimbursed by debiting
gas, oaccounts subject to s. 409.103 (5), tHeef shall an account of, or otherwise receiving payment from, the
index the assignment under the name of the assignor asender.
grantor and, to the extent that the law of this state pro- 3. The instruction is transmitted by the sender
vides for indexing the assignment of a mortgage underdirectly to thereceiving bank or to an agent, funds—trans-
the name of the assignee, the officer shall index thefer system, or communication system for transmittal to
assignment of the financing statement under the name othe receiving bank.
the assignee. The fee for filing, indexing and furnishing (d) “Receiving bank” means the bank to which the
filing data about such a separate statement of assignmergender’s instruction is addressed.
is $4 if the statement is in the standard form prescribed by  (e) “Sender” means the person giving the instruction
the secretary of state and otherwise is $6. In each case ao the receiving bank and includes a customer described
additionalfee of $1 for each name more than one againstin s. 410.202 (4).
which the statement of assignment is required to be (2) If an instruction complying with sub. (1) (c) is to
indexedand for each statement of assignment filed in the make more than one payment to a beneficiary, the
office of the register of deeds subject to s. 409.402 (5).instruction is a separate payment order with respect to
A register of deeds shall forward $2 to the office of the each payment.
secretary of state for each statement of assignment filed (3) A payment order is issued when it is sent to the
with the ofice of the register of deeds. Notwithstanding receiving bank.
this subsection, an assignment of record of a security 410.104 Funds transfer; definitions.In this chap-
interest in a fixture contained in a mortgage effective aster:
a fixture filing under s. 409.402 (6) may be made only by (1) “Funds transfer” means the series of transactions,
an assignment of the mortgage in the manner provided bybeginning with the originator’s payment order, made for
the law of this state other than chs. 401-to 409 the purpose of making payment to the beneficiary of the
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order. “Funds transfer” includes any payment order (i) “Originator” — s. 410.104 (3)
issued by the originator’s bank or an intermediary bank  (j) “Originator'sbank” — s. 410.104 (4)
intended to carry out the originator’s payment order. A (k) “Payment by beneficiary’s bank to beneficiary”
funds transfer is completed by acceptance by the benefi-—s. 410.405
ciary's bank of a payment order for the benefit of the (L) “Payment by originator to beneficiary” — s.
beneficiary of the originator’s payment order. 410.406

(2) “Intermediary bank” means a receiving bank (m) “Payment by sender to receiving bank” — s.
other than the originatortsank or the beneficiary’s bank. 410.403

(3) “Originator” means the sender of the first pay- (n) “Payment date” — s. 410.401
ment order in a funds transfer. (p) “Payment order” — s. 410.103 (1) (c)

(4) “Originator’s bank” means the receiving bank to (q) “Receiving bank” —s. 410.103 (1) (d)
which the payment order of the originator is issued if the (1) “Security procedure” — s. 410.201
originator is not a bank or the originator if the originator (s) “Sender” —s. 410.103 (1) (e)
is a bank. (3) The following definitions in ch. 404 apply to this
410.105 Other definitions.(1) In this chapter: chapter:
(a) “Authorized account” means a deposit account of (a) “Clearinghouse” — s. 404.104 (1) (d)
a customer in a bank designated by the customer as a (b) “ltem” — s. 404.104 (1) (g)
source of payment of payment orders issued by the cus- (c) “Suspends payments” — s. 404.104 (1) (k)
tomer to théank. If a customer does not so designateT an  (4) In addition ch. 401 contains general definitions
account, any account of the customer is an authorized, g principles of construction and interpretation applica-
account ifpayment of a payment order from that account o throughout this chapter.
is not inconsistent with a restriction on the use of that 415 196 Time paymenorder is received.(1) The
account. time of receipt of a ganent order or communication can-

(b) “Bank” means a person engaged in the business_ . : : :
of banking and includes a savings bank, savings and loa celing oramending & payment order is determined by the

association. credit union. and trust company. A branchrh“es applicable to receipt of a notice stated in s. 401.201
’ ' bany. 26) (b). A receiving bank may fix a cut—off time or times

or separate office of a bank is a separate bank for purpose n a funds—transfer business day for the receipt and proc-

of this chapter. . o .
(c) “Customer’ means a person, including a bank essing opayment orders and communications canceling
having an account with a bank or from whom a bank has®" amending payment orders. leferer!t cut—off times
agreed to receive payment orders. may apply to payment orders, cancellations, or amend-
ments, or to different categories of payment orders, can-

(d) “Funds—transfer business day” of a receiving lati d s A CUt—off i vt
bank means the part of a day during which the receiving cellations, oramendments. A cut—olt ime may apply to
senders generally or different cut—off times rapply to

bank is open for the receipt, processing, and transmittal™; .
ifferent senders or categories of payment orders. If a

of payment orders and for cancellations and amendment¢! o . :
of payment orders. paymenbrder or communication canceling or amending

(e) “Funds—transfer system” means a wire transfer & payment.order is received after the c!ose of a funds—
network, automated clearinghouse, or other communica-transferusiness day or after the appropriate cut—off time
tion system of a clearinghouse or other association ofOn & funds—transfer business day, the receiving bank may
banks through which a payment order by a bank may pelreat the payment order or communication as received at
transmitted to the bank to which the order is addressed.the opening of the next funds—transfer business day.

(f) “Good faith” means honesty in fact and the obser-  (2) If this chapter refers to an execution date or pay-

vance of reasonable commercial standards of fair deal-ment date or states a day on which a receiving bank is
i required to take action, and the date or day does not fall

ing.
g(g) “Prove” with respect to a fact means to meet the 0N @ funds—transfer business day, the next day that is a
burden of establishing the fact. funds—transfer business day is treated as the date or day
(2) Other definitions applying to this chapter and the stated, unless the contrary is stated in this chapter.
sections in which they appear are: 410.107 Federal reserve regulations and operat-
(@) “Acceptance” — s. 410.209 ing circulars. Regulations of the board of governors of
(b) “Beneficiary” —s. 410.103 (1) (a) the federal reserve system and operating circulars of the
(c) “Beneficiary’s bank” — s. 410.103 (1) (b) federal reserve banks supersede any inconsistent provi-
(d) “Executed” —s. 410.301 (1) sion of this chapter to the extent of the inconsistency.
(e) “Execution date” —s. 410.301 (2) 410.108 Exclusion of consumer transactions gov-
(H “Funds transfer” —s. 410.104 (1) erned by federal law. This chapter does not apply to a

(9) “Funds—transfer system rule” —440.501 (2) (@)  funds transfer any part of which is governed by the elec-
(h) “Intermediary bank” — s. 410.104 (2) tronic fund transfer act, 15 USC 1693 to 1693r.
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SUBCHAPTER I issued in the customer’s name and accepted by the bank
ISSUE AND ACCEPTANCE OF in compliance with the security procedure chosen by the
PAYMENT ORDER customer.
410.201 Security procedure. “Security procedure” (4) In this chapter, “sender” includes the customer in

means a procedure established by agreement of a cusshose name a payment order is issued if the order is the
tomer and a&eceiving bank to verify that a payment order authorized order of the customer under sub. (1), or it is
or communication amending or canceling a payment effective as the order of the customer under sub. (2).
order isthat of the customer or to detect error in the trans-  (5) This section applies to amendments and cancella-
mission or the content of the payment order or commu- tions of payment orders to the same extent that it applies
nication. A security procedure may require the use of to payment orders.

algorithms omther codes, identifying words or numbers, (6) Except as provided in this section and in s.
encryption, callback procedures, or similar security 410.203 (1) (a), rights and obligations arising under this
devices. Comparison of a signature on a payment ordeisection or s. 410.203 may not be varied by agreement.
or communication with an authorized specimen signa-  410.203 Unenforceability of certain verified pay-
ture of the customer is not by itself a security procedure. ment orders. (1) If an accepted payment order is not,

410.202 Authorized and verified payment orders. under s. 410.202 (1), an authorized order of a customer
(1) A payment order received by the receiving bank is the identified assender, but is effective as an order of the cus-
authorized order of the person identified as sender if thattomer pursuant to s. 410.202 (2), the following rules
person authorized the order or is otherwise bound by itapply:
under the law of agency. (a) By express written agreement, the receiving bank

(2) (@) If a bank and its customer have agreed that themay limit the extent to which it is entitled to enforce or
authenticity of payment orders issued to the bank in theretain payment of the payment order.
name of the customer as sender will be verified pursuant (b) The receiving bank is not entitled to enforce or
to a security procedure, a payment order received by theetain payment of the payment order if the customer
receiving bank is effective as the order of the customer, proves that the order was not caused, directly or indi-
whether or not authorized, if all of the following apply: rectly, by any of the following:

1. The security procedure is a commercially reason- 1. A person entrusted at any time with duties to act
able method of providing security against unauthorized for the customer with respect to payment orders or the
payment orders. security procedure.

2. The bank proves that it accepted the payment order 2. A person who obtained access to transmitting
in good faith and in compliance with the security proce- facilities of the customer or who obtained, from a source
dureand any written agreement or instruction of the cus- controlled by the customer and without authority of the
tomer restricting acceptance of payment orders issued irreceiving bank, information facilitating breach of the
the name of the customer. security procedure, regardless of how the information

(b) The bank is not required to follow an instruction was obtained or whether the customer was at fault. Infor-
that violates a written agreement with the customer or mationincludes any access device, computer software, or
notice of which is not received at a time and in a mannerthe like.
affording the bank a reasonable opportunity to act on it  (2) This section applies to amendments of payment
before the payment order is accepted. orders to the same extent that it applies to payment

(3) Commercial reasonableness of a security proce-orders.
dure is equestion of law to be determined by considering 410.204 Refund of payment and duty of customer
the wishes of the customer that are expressed to the bankp report with respect to unauthorized payment
the circumstances of the customer known to the bank,order. (1) If a receiving bank accepts a payment order
includingthe size, type, and frequency of payment orders issued in the name of its customer as sender that is not
normally issued by the customer to the bank, alternativeauthorized and not effective as the order of the customer
security procedures offered to the customer, and securityunder s. 410.202, or that is not enforceable, in whole or
procedures in general use by customers and receivingn part, against the customer under s. 410.203, the bank
banks similarly situated. Security procedure is consid- shall refund any payment of the payment order received
ered to beommercially reasonable if all of the following  from the customer to the extent the bank is not entitled to
apply: enforce payment and shall pay interest on the refundable

(&) The security procedure was chosen by the cus-amount calculated from the date the bank received pay-
tomerafter the bank offered, and the customer refused, ament tothe date of the refund. However, the customer is
security procedure that was commercially reasonable fornot entitled to interest from the bank on the amount to be
that customer. refunded ifthe customer fails to exercise ordinary care to

(b) The customer expressly agreed in writing to be determine that the order was not authorized by the cus-
bound by any payment order, whether or not authorized,tomer and to notify the bank of the relevant facts within
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a reasonable time not exceeding 90 days after the date thiailure, but the liability of the sender may not exceed the
customer received notification from the bank that the amount of the sender’s order.

order was accepted or that the customer’s account was (3) This section applies to amendments to payment
debitedwith respect to the order. The bank is not entitled orders to the same extent that it applies to payment
to any recovery from the customer on account of a failure orders.

by the customer to give natification as stated in this sec- 410.206 Transmission of payment order through
tion. funds—transfer or other communication system.(1)

(2) Reasonable time under sub. (1) may be fixed by If a payment order addressed to a receiving bank is trans-
agreement as stated in s. 401.204 (1), but the obligatiormitted to a funds—transfer system or other 3rd—party
of a receiving bank to refund payment as stated in sub. (1communication system for transmittal to the bank, the
may not otherwise be varied by agreement. system is considered to be an agent of the sender for the

410.205 Erroneous payment orders(1) (a) The purpose of transmitting the payment order to the bank.
rules in pars. (am) to (c) apply if an accepted paymentlf there is a discrepancy between the terms of the payment
order was transmitted pursuant to a security procedureorder transmitted to the system and the terms of the pay-
for the detection of error and any of the following occurs: ment order transmitted by the system to the bank, the

1. The payment order erroneously instructed pay- terms of the payment order of the sender are those trans-
ment to a beneficiary not intended by the sender. mitted by the system. This section does not apply to a

2. The payment order erroneously instructed pay- funds—transfer system of the federal reserve banks.
ment in an amount greater than the amount intended by  (2) This section applies to cancellations and amend-
the sender. ments ofpayment orders to the same extent that it applies

3. The payment order was an erroneously transmittedto payment orders.
duplicate of a payment order previously sent by the  410.207 Misdescription of beneficiary. (1) Subject
sender. to sub. (2), if, in a payment order received by the benefi-

(am) If the sender proves that the sender or a persortiary’s bank, the name, bank account number, or other
acting orbehalf of the sender pursuant to s. 410.206 com- identification ofthe beneficiary refers to a nonexistent or
plied with the security procedure and that the error would unidentifiable person or account, no person has rights as
have been detected if the receiving bank had also com-a beneficiary of the order and acceptance of the order can-
plied, the sender is not obliged to pay the order to thenot occur.
extent stated in pars. (b) and (c). (2) If a payment order received by the beneficiary’s

(b) If the funds transfer is completed on the basis of bank identifies the beneficiary both by name and by an
an erroneous payment order described in par. (a) 1. or 3.identifying or bank account number and the name and
the sender is not obliged to pay the order and the receivnumber identify different persons, the following rules
ing bank is entitled to recover from the beneficiary any apply:
amount paid to the beneficiary to the extent allowed by  (a) Except as otherwise provided in sub. (3), if the
the law governing mistake and restitution. beneficiary’sbank does not know that the name and num-

(c) If the funds transfer is completed on the basis of ber refer to different persons, it may rely on the number
a payment order described in par. (a) 2., the sender is noas the proper identification of the beneficiary of the order.
obliged topay the order to the extent the amount received The beneficiary’s bank need not determine whether the
by the beneficiary is greater than the amount intended byname and number refer to the same person.
the sender. In that case, the receiving bank is entitled to  (b) If the beneficiary’s bank pays the person identi-
recover from the beneficiary the excess amount receivedfied byname or knows that the name and number identify
to the extent allowed by the law governing mistake and different persons, no person has rights as beneficiary
restitution. except the person paid by the beneficiary’s bank if that

(2) If the sender of an erroneous payment order person was entitled to receive payment from the origina-
described in sub. (1) (a) is not obliged to pay all or part tor of the funds transfer. If no person has rights as benefi-
of the order and the sender receives natification from theciary, acceptance of the order cannot occur.
receivingbank that the order was accepted by the bank or  (3) If a payment order described in sub. (2) (intro.)
that the sender’s account was debited with respect to thas accepted, the originator’s payment order described the
order, the sender has a duty to exercise ordinary care, obeneficiary inconsistently by name and number and the
the basis of information available to the sender, to dis- beneficiary’s bank pays the person identified by number
coverthe error with respect to the order and to advise theas permitted under sub. (2) (a), the following rules apply:
bank of the relevant facts within a reasonable time, not  (a) If the originator is a bank, the originator is obliged
exceeding 90 days, after the bank’s naotification was to pay its order.
received bythe sender. If the bank proves that the sender  (b) If the originator is not a bank and proves that the
failed to perform that dutyhe sender is liable to the bank person identified by number was not entitled to receive
for the loss the bank proves it incurred as a result of thepaymentrom the originator, the originator is not obliged
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to pay its order unless the originator’s bank proves thatperson different from the bank identified by name, the
the originator, before acceptance of the originator’s rights and obligations of the sender and the receiving
order,had notice that payment of a payment order issuedbankare governed by sub. (2) (am), as though the sender
by the originator might be made by the beneficiary’s bank were a bank. Proof of noticeay be made by any admis-
on the basis of an identifying or bank account number sible evidence. The receiving bank satisfies the burden
even if it identifies a person different from the named of proof if it proves that the sender, before the payment
beneficiary. Proof of notice may be made by any admis- orderwas accepted, signed a writing stating the informa-
sibleevidence. Theriginator’s bank satisfies the burden tion to which the notice relates.

of proof if it proves that the originator, before the pay- (c) Regardless of whether the sender is a bank, the
ment order was accepted, signed a writing stating thereceivingbank may rely on the name as the proper identi-
information to which the notice relates. fication of the intermediary bank or the beneficiary’s

(4) In a case governed by sub. (2) (a), if the beneficia- bank if the receiving bank, at the time it executes the
ry’s bank rightfully pays the person identified by number sender’s order, does not know that the name and number
and that person was not entitled to receive payment fromidentify different persons. The receiving bank need not
the originator, the amount paid may be recovered from determine whether the name and number refer to the
that person to the extent allowed by the law governing same person.
mistake and restitution as follows: (d) If the receiving bank knows that the name and

(a) If the originator is obliged to pay its payment number identify different persons, reliance on either the
order as stated in sub. (3), the originator has the right toname or the number in executing the sender’s payment
recover. order is abreach of the obligation stated in s. 410.302 (1)

(b) If the originator is not a bank and is not obliged (a).
to pay its payment order, the originator’s bank has the  410.209 Acceptance of payment order(1) Subject
right to recover. to sub. (4), a receiving bank other than the beneficiary’s

410.208 Misdescription of intermediary bank or bankaccepts a payment order when it executes the order.
beneficiary’s bank. (1) (a) This subsection applies to (2) Subject to subs. (3) and (4), a beneficiary’s bank
a payment order identifying an intermediary bank or the accepts a payment order at the earliest of the following
beneficiary’s bank only by an identifying number. times:

(am) The receiving bank may rely on the numberas (a) When the bank pays the beneficiary as stated in
the proper identification of the intermediary bank or the s. 410.405 (1) or (2) or notifies the beneficiary of receipt
beneficiary’s bank and need not determine whether theof the order or that the account of the beneficiary has been
number identifies a bank. credited with respect to the order unless the notice indi-

(b) The sender is obliged to compensate the receivingcateshat the bank is rejecting the order or that funds with
bank for any loss and expenses incurred by the receivingespect to the order may not be withdrawn or used until
bank as aesult of its reliance on the number in executing receipt of payment from the sender of the order.
or attempting to execute the order. (b) When the bank receives payment of the entire

(2) (&) This subsection applies to a payment order amount of the sender’s order pursuant to s. 410.403 (1)
identifying an intermediary bank or the beneficiary’s (a) or (b).
bankboth by name and an identifying number if the name  (c) The opening of the next funds—transfer business
and number identify different persons. day of the bank following the payment date of the order

(am) If the sender is a bank, the receiving bank may if, at that time, the amount of the sender’s order is fully
rely on the number as the proper identification of the covered by a withdrawable credit balance in an autho-
intermediarybank or the beneficiary’s bank if the receiv- rized account of the sender or the bank has otherwise
ing bank, when it executes the sender’s order, does noteceived full payment from the sender, unless the order
know that the name and number identify different per- was rejected before that time or is rejected within one
sons. The receiving bank need not determine whether the hour after that time, or within one hour after the opening
nameand number refer to the same person or whether theof the next business day of the sender following the pay-
number refers to a bank. The sender is obliged to com-ment date if that time is later. If notice of rejection is
pensate the receiving bank for any loss and expenseseceived by the sender after the payment date and the
incurred by the receiving bank as a result of its reliance authorized account of the sender does not bear interest,
on the number in executing or attempting to execute thethe bank is obliged to pay interest to the sender on the
order. amount otthe order for the number of days elapsing after

(b) If the sender is not a bank and the receiving bankthe payment date to the day the sender receives notice or
proves that the sender, before the payment order wadearns that the order was not accepted, counting that day
acceptedhad notice that the receiving bank might rely on as an elapsed day. If the withdrawable credit balance dur-
the number as the proper identification of the intermedi- ing that period falls below the amount of the order, the
ary bank or the beneficiary’s bank even if it identifies a amount of interest payable is reduced accordingly.
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(3) Acceptance of a payment order cannot occur ~ 410.211 Cancellation and amendment of payment
before the order is received by the receiving bank. order. (1) A communication of the sender of a payment
Acceptanceloes not occur under sub. (2) (b) or (c) if the order canceling or amending the order may be trans-
beneficiary of the payment order does not have anmitted to the receiving bank orally, electronically, or in
account with the receiving bank, the account has beenwriting. If a security procedure is in effect between the
closed, or the receiving bank is not permitted by law to sender and the receiving bank, the communication is not
receive credits for the beneficiary’s account. effective tocancel or amend the order unless the commu-

(4) A payment order issued to the originator’s bank nication is verified pursuant to the security procedure or
cannot be accepted until the payment date if the bank isthe bank agrees to the cancellation or amendment.
the beneficiary’s bank, or the execution date if the bank  (2) Subject to sub. (1), a communication by the
is not the beneﬁCiary’S bank. If the Originator’s bank exe- sender Cance”ng or amending a payment order is effec-
cutes the originator's payment order befileexecution  tjve tocancel or amend the order if notice of the commu-
date or pays the beneficiary of the originator’s payment nication is received at a time and in a manner affording
order before the payment date and the payment order ishe receiving bank a reasonable opportunity to act on the
subsequently canceled pursuant to s. 410.211 (2), thegommunication before the bank accepts the payment
bank may recover from the beneficiary any payment g qer.
received tdhe extent allowed by the law governing mis- (3) (@) After a payment order has been accepted, can-
take and restitution. cellation or amendment of the order is not effective

410.210 Rejection of payment order(1) Apay- | njess the receiving bank agrees or a funds—transfer sys-
ment order is rejected by the receiving bank by a noticé g ryje allows cancellation or amendment without
of rejection transmitted to the sender orally, electroni- agreement of the bank.

cally, or inwriting. A nc_)tice O.f r_ejec_tio_n _net_ed not use any (am) With respect to a payment order accepted by a
particular words and is sufficient if it indicates that the receiving bank other than the beneficiary’s bank, can-

;erce;\’":ﬁebgrr:jke'rs rsjeegg?g;hs gfrfgi:. Oé erl:er;]cj:heexﬁg?tcz cellation or alendment is not effective unless a conform-
or pay th - Rejection Ive Whe ' ing cancellation or amendment of the payment order
is given if transmission is by a means that is reasonable

in the circumstances. If notice of rejection is given by a issued by the receiving bank is also made.
. : ' rejecti gv y (b) 1. With respect to a payment order accepted by the
means that is not reasonable, rejection is effective when

the notice is received. If an agreement of the sender ané)eneﬂmarys bank, cancellation or amendment is not

receiving bank establishes the means to be used to rejecﬁﬁiﬁia’;iliglgszt?se?]rtd:rrd\gfi:Ssgfgu?eeéegﬁlig?aﬁfe1”
a payment order, any means complying with the agree- pay ’ y

ment is reasonable and any means not complying is no sender in the funds transfer which resulted in the
reasonable unless no significant delay in receipt of the!ssgance of a payment order that does any of the follow-
notice resultedrom the use of the noncomplying means. ) . . .
(2) This subsection applies if a receiving bank other & Duplicates a payment order previously issued by
than the beneficiary's bank fails to execute a payment the sender. N _
order despite the existence on the execution date of a - Orders payment to a beneficiary not entitied to
withdrawable credit balance in an authorized account of "€C€ive payment from the originator.
the sender sufficient to cover the order. If the sender does - Orders payment in an amount greater than the
not receive notice of rejection of the order on the execu- @mount the beneficiary was entitled to receive from the
tion date and the authorized account of the sender doe&'9inator. _
not bear interest, the bank is obliged to pay interest to the 2. If the payment order is canceled or amended, the
sender on the amount of the order for the number of daysPeneficiary’s bank is entitied to recover from the benefi-
elapsing after the execution date to the earlier of the dayciary any amount paid to the beneficiary to the extent
the order is canceled pursuant to s. 410.211 (4) or the dayllowed by the law governing mistake and restitution.
the sender receives notice or learns that the order was not (4) An unaccepted payment order is canceled by
executed, counting the final day of the period as anoperation of law at the close of the 5th funds-transfer
elapsed day. If the withdrawable credit balance during business day of the receiving bank after the execution
that period falls below the amount of the order, the date or payment date of the order.
amount of interest is reduced accordingly. (5) A canceled payment order cannot be accepted. If
(3) If a receiving bank suspends payments, all unac-an accepted payment order is canceled, the acceptance is
cepted paymnt orders issued to it are considered rejected nullified and no person has any right or obligation based
at the time the bank suspends payments. on the acceptance. Amendment of a payment order is
(4) Acceptance of a payment order precludes a laterconsidered to be cancellation of the original order at the
rejection ofthe order. Rejection of a payment order pre- time of amendment and issue of a new payment order in
cludes a later acceptance of the order. the amended form at the same time.
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(6) Unless otherwise provided in an agreement of the (2) to (4), if the receiving bank accepts a payment order
parties or in dunds—transfer system rule, if the receiving pursuant to s. 410.209 (1), the bank has the following
bank,after accepting a payment order, agrees to cancella-obligations in executing the order:
tion oramendment of the order by the sender or is bound  (a) The receiving bank is obliged to issue, on the exe-
by a funds—transfer system rule allowing cancellation or cutiondate, a payment order complying with the sender’s
amendment without the bank’s agreement, the senderprder and to follow the sender’s instructions concerning
whether or notancellation or amendment iesdtive, is any intermediary bank or funds—transfer system to be
liable to the bank for any loss and expenses, includingused in carrying out the funds transfer or concerning the
reasonable attorney fees, incurred by the bank as a resulineans by which payment orders are to be transmitted in
of the cancellation or amendment or attempted cancella-the funds transfer. If the originator’s bank issues a pay-
tion or amendment. mentorder to an intermediary bank, the originator’s bank

(7) A payment order is not revoked by the death or is obliged to instruct the intermediary bank according to
legal incapacity of the sender unless the receiving bankthe instruction of the originator. An intermediary bank in
knows ofthe death or of an adjudication of incapacity by the funds transfer is similarly bound by an instruction
a court of competent jurisdiction and has reasonablegiven to it by the sender of the payment order it accepts.

opportunity to act before acceptance of the order. (b) If the sender’s instruction states that the funds
(8) A funds—transfer system rule is not effective to transfer is to be carried out telephonically or by wire

the extent it conflicts with sub. (3) (b). transfer oiotherwise indicates that the funds transfer is to
410.212 Liability and duty of receiving bank be carried out by the most expeditious means, the receiv-

regarding unaccepted payment order. If a receiving ing bank is obliged to transmit its payment order by the

bank fails to accept a payment order that it is obliged by most expeditious available means, and to instruct any
expresagreement to accept, the bank is liable for breachintermediary bank accordingly. If a sender’s instruction
of the agreement to the extent provided in the agreemenstates a payment date, the receiving bank is obliged to
or in this chapter, but does not otherwise have any dutytransmitits payment order at a time and by means reason-
to accept a payment order or, before acceptance, to takebly necessary to allow payment to the beneficiary on the
any action, or refrain from taking action, with respect to payment date or as soon thereafter as is feasible.

the order except as provided in this chapter or by express (2) Unless otherwise instructed, a receiving bank
agreement. Liability based on acceptance arises onlyexecuting a payment order may use any funds—transfer
when acceptance occurs as stated in s. 410.209, andystem if use of that system is reasonable in the circum-
liability is limited to that provided in this chapter. A stances, and may issue a payment order to the beneficia-
receiving bank is not the agent of the sender or benefi-ry’s bank or to an intermediary bank through which a pay-
ciary ofthe payment order it accepts, or of any other party ment order conforming to the sender’s order can
to the funds transfer, and the bank owes no duty to anyexpeditiously be issued to the beneficiary’s bank if the
party tothe funds transfer except as provided in this chap- receivingbank exercises ordinary care in the selection of

ter or by express agreement. the intermediary bank. A receiving bank is not required
SUBCHAPTER I to follow an instruction of the sender designating a
EXECUTION OF SENDER’S PAYMENT funds—transfesystem to be used in carrying out the funds
ORDER BY RECEIVING BANK transfer if the receiving bank, in good faith, determines

410.301 Execution and execution date(1) A pay- that it is not feasible to follow the instruction or that fol-

ment order is “executed” by the receiving bank when it lowing the instruction would unduly delay completion of
issues gpayment order intended to carry out the payment the funds transfer.
orderreceived by the bank. A payment order received by  (3) Unless sub. (1) (b) applies or the receiving bank
the beneficiary’'dank can be accepted but cannot be exe- is otherwise instructed, the bank may execute a payment
cuted. order by transmitting its payment order by 1st class mail
(2) “Execution date” of a payment order means the or by any means reasonable in the circumstances. If the
day on which the receiving bank may properly issue a receivingbank is instructed to execute the sender’s order
payment order in execution of the sender’s order. Theby transmitting its payment order by a particular means,
execution date may be determined by instruction of the the receiving bank may issue its payment order by the
sender but cannot be earlier than the day the order ismeansstated or by any means as expeditious as the means
receivedand, unless otherwise determined, is the day thestated.
order is received. If the sender’s instruction states a pay- (4) Unless instructed by the sender, the receiving
ment date, the execution date is the payment date or afbank may not obtain payment of its charges for services
earlier date on which execution is reasonably necessaryand expenses in connection with the execution of the
to allow payment to the beneficiary on the payment date.sender’s order by issuing a payment order in an amount
410.302 Obligations of receiving bank in execu- equal tahe amount of the sender’s order less the amount
tion of payment order. (1) Except as provided in subs. of the charges, and may not instruct a subsequent receiv-
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ing bank to obtain payment of its charges in the sameany recovery from the sender on account of a failure by
manner. the sender to perform the duty stated in this section.
410.303 Erroneous execution of payment order. 410.305 Liability for late or improper execution

(1) A receiving bank that executes the payment order of or failure to execute payment order. (1) If a funds

the sender by issuing a payment order in an amounttransfer icompleted but execution of a payment order by

greater than the amount of the sender’s order, or thatthe receiving bank in breach of s. 410.302 results in delay
issues @ayment order in execution of the sender’s order in payment to the beneficiary, the bank is obliged to pay
and then issues a duplicate order, is entitled to paymeninterest to either the originator or the beneficiary of the

of the amount of the sender’s order under s. 410.402 (3)funds transfer for the period of delay caused by the

if that subsection is otherwise satisfied. The bank is improperexecution. Except as provided in sub. (3), addi-
entitled to recover from the beneficiary of the erroneous tional damages are not recoverable.

order the excess payment received to the extent allowed  (2) |f execution of a payment order by a receiving

by the law governing mistake and restitution. bank in breach of s. 410.302 results in noncompletion of

(2) Areceiving bank that executes the payment order the funds transfer, failure to use an intermediary bank
of the sender by issuing a payment order in an amountyesignated by the originator, or issuance of a payment
less than the amount of the sender’s order is entitled to,qerthat does not comply with the terms of the payment

payment of the amount of the sender’s order under s.qrqer ofthe originator, the bank is liable to the originator
410.402 (3) if that subsection is otherwise satisfied and g, jis expenses in the funds transfer and for incidental

the bank corrects its mistake by issuing an additional PaY-expenseand interest losses, to the extent not covered by
ment order for the benefit of the beneficiary of the send- sub. (1), resulting from the improper execution. Except

er's order. If the error is not corrected, the issuer of the o5 o ovided in sub. (3), additional damages are not recov-
erroneous order is entitled to receive or retain paymentg .\

from the sender of the order it accepted only to the extent
gf the etlmoulntifotLth;a erir\(ljilrﬂleobusnl(()rdxer. tTh'?hSUbSr?gt'gnand (2), damages, including consequential damages, are
Zeriqgnfgr%}ér b Eizssifii ag aameiteocrlégsin znsgmju:trecoverable to the extent provided in an express written
pay y g apay ) agreement of the receiving bank.
lessthan the amount of the sender’s order for the purpose - .
. . : (4) If a receiving bank fails to execute a payment
of obtaining payment of its charges for services and : .
: ; order it was obtied by express agreement to execute, the
expenses pursuant to instruction of the sender. receiving bank is liable to the sender for its expenses in
(3) Ifa receiving bank executes the payment order of the trangaction and for incidental expenses ar?d interest
the sender by issuing a payment order to a beneficiary dif—I iting f the failure t P te. Additional
ferent from the beneficiary of the sender’s order and the osses resulting from the failure 1o execute. tiona

funds transfer is completed on the basis of that error, thedamages, including consequential damages, are recover-

sender of the payment order that was erroneously eXe_able to the extent provided in an express written agree-

cutedand all previous senders in the funds transfer are notMeNt ofthe receiving bank, but are not otherwise recover-
obliged to pay the payment orders that they issued. The2Ple: ,
issuer of the erroneous order is entitled to recover from  (5) Reasonable attorney fees are recoverable if
the beneficiary of the order the payment received to thedemand for compensation under sub. (1) or (2) is made
extentallowed by the law governing mistake and restitu- nd refused before an action is brought on the claim.  If
tion. a claim is made for breach of an agreement under sub. (4)
410.304Duty of sender to eport erroneously exe- and the agreement does not provide for damages, reason-
cuted payment order. If the sender of a payment order able attorney fees are recoverable if demand for com-
that is erroneously executed as stated in s. 410.303€ensation under sub. (4) is made and refused before an
receives notification from the receiving bank that the action is brought on the claim.
orderwas executed or that the sender’s account was deb- (6) Except as stated in this section, the liability of a
ited with respect to the order, the sender has a duty toéceiving bank under subs. (1) and (2) may not be varied
exerciseordinary care to determine, on the basis of infor- by agreement.
mation available to the sendtrat the order was errone- SUBCHAPTER IV
ouslyexecuted and to notify the bank of the relevant facts PAYMENT
within a reasonable time not exceeding 90 days after the 410.401 Payment date.‘Payment date” of a pay-
notification from the bank was received by the sender. ment order means the day on which the amount of the
If the sender fails to perform that duty, the bank is not order is payable to the beneficiary by the beneficiary’s
obliged to pay interest on any amount refundable to thebank. The payment date may be determined by instruc-
sendeunder s. 410.402 (4) for the period before the bank tion of the sender but cannot be earlier than the day the
learns of the execution error. The bank is not entitled to order is received by the beneficiary’s bank and, unless

(3) In addition to the amounts payable under subs. (1)
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otherwise determined, is the day the order is received bycredit is withdrawable and the receiving bank learns of
the beneficiary’s bank. that fact.

410.402 Obligation of sender to pay receiving (c) If the receiving bank debits an account of the
bank. (1) This section is subject to ss. 410.205 and sendemwith the receiving bank, payment occurs when the
410.207. debit ismade to the extent the debit is covered by a with-

(2) With respect to a payment order issued to the drawable credit balance in the account.
beneficiary’s bank, acceptance of the order by the bank  (2) (a) If the sender and receiving bank are members
obligesthe sender to pay the bank the amount of the order,of a funds—transfer system that nets obligations multilat-
but payment is not due until the payment date of the order.erally among participants, the receiving bank receives
(3) This subsection is subject to sub. (5) and to s. final settlement when settlement is complete in accor-
410.303. With respect to a payment order issued to adance with the rules of the system.
receiving bank other than the beneficiary’s bank, accep-  (b) Theobligation of the sender to pay the amount of
tance of the order by the receiving bank obliges the a payment order transmitted through the funds—transfer
sender to pay the bank the amount of the sender’s ordersystem may be satisfied, to the extent permitted by the
Payment byhe sender is not due until the execution date rules of the system, bg#ing off and applying against the
of the sender’s order. The obligation of that sender to paysender'bligation the right of the sender to receive pay-
its payment order is excused if the funds transfer is notment from the receiving bank of the amount of any other
completed by acceptance by the beneficiary’s bank of apayment order transmitted to the sender by the receiving
payment order instructing payment to the beneficiary of bank through the funds—transfer system.
that sender’s payment order. (c) The aggregate balance of obligations owed by
(4) If the sender of a payment order pays the order andeach sender to each receiving bank in the funds—transfer
was not obliged to pay all or part of the amount paid, the system may be satisfied, to the extent permitted by the
bank receiving payment is obliged to refund payment to rules of the system, by setting off and applying against
the extent the sender was not obliged to pay. Except aghatbalance the aggregate balance of obligations owed to
provided in ss. 410.204 and 410.304, interest is payablethe sender by other members of the system. The aggre-
on the refundable amount from the date of payment.  gate balance is determined after the right of setoff stated
(5) If a funds transfer is not completed as stated in in par. (b) has been exercised.
sub. (3) and an intermediary bank is obliged to refund  (3) If 2 banks transmit payment orders to each other
payment as stated in sub. (4) but is unable to do sounder an agreement that settlement of the obligations of
because not permitted by applicable law or because theesach bank to the other under s. 410.402 will be made at
bank suspends payments, a sender in the funds transfethe end of the day or other period, the total amount owed
that executed a payment order in compliance with anwith respect to all orders transmitted by one bank shall be
instruction, as stated in s. 410.302 (1) (a), to route theset off against the total amount owed with respect to all
funds transfer through that intermediary bank is entitled orderstransmitted by the other bank. To the extent of the
to receive or retain payment from the sender of the pay-setoff, each bank has made payment to the other.
ment order that it accepted. The first sender in the funds (4) In a case not covered by sub. (1), the time when
transfer that issued an instruction requiring routing payment of the sender’s obligation under s. 410.402 (2)
through that intermediary bank is subrogated to the rightor (3) occurs is governed by applicable principles of law
of the bank that paid the intermediary bank to refund asthat determine when an obligation is satisfied.
stated in sub. (4). 410.404 Obligation of beneficiary's bank to pay
(6) The right of the sender of a payment order to be and give notice to beneficiary. (1) Subject to ss.
excused from the obligation to pay the order as stated in410.211 (5) and 410.405 (4) and (5), if a beneficiary’s
sub.(3) or to receive refund under sub. (4) may not be var- bank accepts a payment order, the bank is obliged to pay
ied by agreement. the amount of the order to the beneficiary of the order.
410.403Payment by sender to eceiving bank. (1) Payment is due on the payment date of the order, but if
Payment of the sender’s obligation under s. 410.402 toacceptance occurs on the payment date after the close of
pay the receiving bank occurs as follows: the funds—transfer business day of the bank, payment is
(a) If the sender is a bank, payment occurs when thedue on the next funds—transfer business day. If the bank
receivingbank receives final settlement of the obligation refuses tgay after demand by the beneficiary and receipt
through a federal reserve bank or through a funds—trans-of notice of particular circumstances that will give rise to
fer system. consequential damages as a result of nonpayment, the
(b) If the sender is a bank and the sender credited arbeneficiary may recover damages resulting from the
account of the receiving bank with the sender, or causedrefusal tgpay to the extent the bank had notice of the dam-
an account of the receiving bank in another bank to beages, unless the bank proves that it did not pay because
credited, payment occurs when the credit is withdrawn of a reasonable doubt concerning the right of the benefi-
or, if not withdrawn, at midnight of the day on which the ciary to payment.



Underscored, stricken, and vetoed text may not be searchable.

1991 Senate Bill 476 - 13 -

(2) If a payment order accepted by the beneficiary’s payment order that it accepted. If the beneficiary is
bank instructs payment to an account of the beneficiary,obliged to refund payment to the beneficiary’s bank,
the bank is obliged to notify the beneficiary of receipt of acceptance of the payment order by the beneficiary’s
the order before midnight of the next funds—transfer busi- bank is nullified and no payment by the originator of the
ness day following the payment date. If the payment fundstransfer to the beneficiary occurs under s. 410.406.
orderdoes not instruct payment to an account of the bene-  (5) This subsection applies to a funds transfer that
ficiary, the bank is required to notify the beneficiary only includes gpayment order transmitted over a funds—trans-
if notice is required by the order. Notice may be given by fer system that nets obligations multilaterally among par-
1st class mail or any other means reasonable in the cirticipants, and that has in effect a loss—sharing agreement
cumstances. If the bank fails to give the required notice,among participants for the purpose of providing funds
the bank is obliged to pay interest to the beneficiary on necessary to complete settlement of the obligations of
the amount of the payment order from the day notice pne or more participants that do not meet their settlement
should have been given until the day the beneficiary gpligations. Ifthe beneficiary’s bank in the funds transfer
learned of receipt of the payment order by the bank. No accepts @ayment order and the system fails to complete
otherdamages are recoverable. Reasonable attorney feegettiement pursuant to its rules with respect to any pay-
are also recoverable if demand for interest is made andnent order in the funds transfer, all of the following
refused before an action is brought on the claim. occur:

(3) The right of a beneficiary to receive paymentand (4) The acceptance by the beneficiary’s bank is nulli-
damages as stated in sub. (1) may not be varied by agregjeq and no person has any right or obligation based on
ment or &unds-transfer system rule. The right of a bene- o acceptance.

ficiary to be notified as stated in sub. (2) may be varied (b) Thebeneficiary’s bank is entitled to recover pay-
by agreement of the beneficiary or by a funds—transfermem from the beneficiary.

systenrule if the beneficiary is notified of the rule before (c) No payment by the originator to the beneficiary
initiation of the funds transfer.
occurs under s. 410.406.

410.405Payment by beneficiary's bank to benefi- (d) Subject to s. 410.402 (5), each sender in the funds

tcr:&ér)é'eﬁle)ﬁg;heo?Znegcﬁreﬁ 2%21; Crgdr'aseﬁpoiiﬁgubn;nog,stransfer isexcused from its obligation to pay its payment
ry pay - pay order under s. 410.402 (3) because the funds transfer has

obligation under s. 410.404 (1) occurs when and to thenot been completed
extent the beneficiary is notified of the right to withdraw 410.406 gaymént by originator to beneficiary:
the credit, the bank lawfully applies the credit to a debt discharge of underlying obligation. (1) Subject to ss.

of the beneficiary, or funds with respect to the order are o
otherwise made available to the beneficiary by the bank.410'211 (5) and 410.405 (4) ar_1d_ (5), the or|g|_na_1tor of’a
funds transfer pays the beneficiary of the originator’s

(2) If the beneficiary’s bank does not credit an g he ti der for the benefi
account of the beneficiary of a payment order, the time payment order at the timepayment order for the benefit

when payment of the bank's obligation under s. 410.404 ©f the benéficiary is accepted by the beneficiary’s bank
(1) occurs is governed by principles of law that determine in the funds transfer and in an amou_nt_eqL,JaI to the amount
when an obligation is satisfied. of the order accepted by the bgngﬂmarys bank, but not
(3) Except as stated in subs. (4) and (5), if the benefi-MOre than the amount of the orlglngtor’s order. _
ciary’s bank pays the beneficiary of a payment order  (2) (@) If payment under sub. (1) is made to satisfy an
under acondition to payment or agreement of the benefi- o_bllgatlon,the obligation is discharged to the same extent
ciary giving the bank the right to recover payment from discharge would resglt from payment to the beneﬂmgry
the beneficiary if the bank does not receive payment of Of the same amount in money, unless all of the following
the order, the condition to payment or agreement is nota2PPly:
enforceable. 1. The payment under sub. (1) was made by a means
(4) A funds—transfer system rule may provide that Prohibited bythe contract of the beneficiary with respect
payments made to beneficiaries of funds transfers made© the obligation.
through the system are provisional until receipt of pay- 2. The beneficiary, within a reasonable time after
ment by the beneficiary’s bank of the payment order it receiving notice of receipt of the order by the beneficia-
accepted. A beneficiary’s bank that makes a paymentry’s bank, notified the originator of the beneficiary’s
that isprovisional under the rule is entitled to refund from refusal of the payment.
the beneficiary if the rule requires that both the benefi- 3. Funds with respect to the order were not with-
ciary and the originator be given notice of the provisional drawn bythe beneficiary or applied to a debt of the bene-
nature of the payment before the funds transfer is initi- ficiary.
ated, if the beneficiary, the beneficiary’s bank and the 4. The beneficiary would suffer a loss that could rea-
originator’s bank agreed to be bound by the rule, and if sonably have been avoided if payment had been made by
the beneficiary’s bank did not receive payment of the a means complying with the contract.
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(b) If payment by the originator does not result in dis- is served at a time and in a manner affording the bank a
charge under this section, the originator is subrogated toreasonable opportunity to act on it before the bank
the rights of the beneficiary to receive payment from the accepts the payment order.
beneficiary’s bank under s. 410.404 (1). (3) If a beneficiary’s bank has received a payment

(3) For the purpose afetermining whether discharge order for payment to the beneficiary’s account in the
of an obligation occurs under sub. (2) (a), if the beneficia- bank, the following rules apply:
ry’s bank accepts a payment order in an amount equalto (a) The bank may credit the beneficiary’s account.
the amount of the originator’s payment order less chargesThe amount credited may be set off against an obligation
of one or more receiving banks in the funds transfer, pay-owed bythe beneficiary to the bank or may be applied to
ment to the beneficiary is considered to be in the amountsatisfy creditor process served on the bank with respect
of the originator’s order unless upon demand by the bene-to the account.
ficiary the originator does not pay the beneficiary the (b) The bank may credit the beneficiary’s account
amount of the deducted charges. and allow withdrawal of the amount credited unless cred-

(4) Rights of the originator or of the beneficiary of a itor process with respect to the account is served at a time
funds transfer under this section may be varied only by and in a manner affording the bank a reasonable opportu-

agreement of the originator and the beneficiary. nity to act to prevent withdrawal.
SUBCHAPTER V (c) If creditor process with respect to the beneficia-
MISCELLANEOUS PROVISIONS ry’s account has been served and the bank has had a rea-

410.501 Variation by agreement and effect of  sonable opportunity to act on it, the bank may not reject
funds—transfer system rule. (1) Except as otherwise the payment order except for a reason unrelated to the ser-
provided in this chapter, the rights and obligations of a vice of process.
party to a funds transfer may be varied by agreement of  (4) Creditor process with respect to a payment by the
the affected party. originator to the beneficiary pursuant to a funds transfer

(2) (&) “Funds—transfer system rule” means a rule of may be served only on the beneficiary’s bank with
an association of banks governing transmission of pay-respect to the debt owed by that bank to the beneficiary.
ment orders by means of a funds—transfer system of theAny other bank served with the creditor process is not
association orights and obligations with respect to those obliged to act with respect to the process.
orders, or to the extent the rule applies, governing rights  410.503 Injunction or restraining order with
and obligations between banks that are parties to a fundsespect to funds transfer. For proper cause and in com-
transfer in which a federal reserve bank, acting as anpliancewith applicable law, a court may restrain a person
intermediary bank, sends a payment order to the benefifrom issuing a payment order to initiate a funds transfer,
ciary’s bank. an originator’s bank from executing the payment order of

(b) Except as otherwise provided in this chapter, a the originator, or the beneficiary’s bank from releasing
funds—transfer system rule governing rights and obliga- funds to the beneficiary or the beneficiary from with-
tions between participating banks using the system maydrawing the funds. A court may not otherwise restrain a
be effective even if the rule conflicts with this chapter and persorfrom issuing a payment order, paying or receiving
indirectly affects another party to the funds transfer who payment of a payment order, or otherwise acting with
doesnot consent to the rule. A funds—transfer system rule respect to a funds transfer.
may also govern rights and obligations of parties other ~ 410.504 Order in which items and payment
than participating banks using the system to the extentorders may be charged to account; order of with-
stated in ss. 410.404 (3), 410.405 (4) and 410.507 (3). drawals from account. (1) If a receiving bank has

410.502 Creditor process served on receiving received more than one payment order of the sender or
bank; setoff by beneficiary’s bank. (1) In this section,  one or more payment orders and other items that are pay-
“creditor process” means levy, attachment, garnishment,able from the sender’s account, the bank may charge the
notice of lien, sequestration, or similar process issued bysender’s account with respect to the various orders and
or on behalf of a creditor or other claimant with respect items in any sequence.
to an account. (2) In determining whether a credit to an account has

(2) This subsection applies to creditor process with been withdrawn by the holder of the account or applied
respect to an authorized account of the sender of a payto a debt of the holder of the account, credits first made
mentorder if the creditor process is served on the receiv- to the account are first withdrawn or applied.
ing bank. For the purpose of determining rights with 410.505 Preclusion of objection to debit of cus-
respect to the creditor process, if the receiving banktomer’s account. If a receiving bank has received pay-
accepts the payment order, the balance in the authorizeanent from its customer with respect to a payment order
account is considered to be reduced by theumt of the issued irthe name of the customer as sender and accepted
payment order to the extent the bank did not otherwiseby the bank, and the customer received notification rea-
receive payment of the order, unless the creditor processonably identifying the order, the customer is precluded
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from asserting that the bank is not entitled to retain the 1. Rights and obligations between participating
paymentunless the customer notifies the bank of the cus- banks with respect to payment orders transmitted or pro-
tomer’sobjection to the payment within one year after the cessed through the system.
notification was received by the customer. 2. Rights and obligations of some or all parties to a
410.506 Rate of interest. (1) If, under this chapter,  funds transfer any part of which is carried out by means
a receiving bank is obliged to pay interest with respect to of the system.
a payment order issued to the bank, the amount payable (b) A choice of law made pursuant to par. (a) 1. is
may be determined by agreement of the sender anchinding on participating banks. A choice of law made
receiving bank, or may be determined by a funds—trans-pursuant to par. (a) 2. is binding on the originator, other
fer system rule if the payment order is transmitted sender, or a receiving bank having notice that the funds—
through a funds—transfer system. transfersystem might be used in the funds transfer and of
(2) If the amount of interest is not determined by an the choice of law by the system when the originator, other
agreement or rule as stated in sub. (1), the amount is calsender, or receiving bank issued or accepted a payment
culated by multiplying the applicable federal funds rate order. Theveneficiary of a funds transfer is bound by the
by the amount on which interest is payable, and then mul-chgjce of law if, when the funds transfer is initiated, the
tiplying the product by the number of days for which peneficiary has notice that the funds—transfer system
interest is payable. The applicable federal funds rate ISmight be used in the funds transfer and of the choice of
the average of the federal funds rates published by the,y py the system. The law of a jurisdiction selected pur-
federalreserve bank of New York for each of the days for g ant tq this subsection may govern, whether or not that
which interest is payable divided by 360. The federal |, pears a reasonable relation to the matter in issue.
funds rate for any day on which a published rate is not (4) In the event of inconsistency between an agree-

available is the same as the published rate for the next " \\der sub (2) and a choice—of—law rule under sub

preceding day for which there is a published rate. If ad(S), the agreement under sub. (2) prevails.

receiving bank that accepted a payment order is require (5) If afunds transfer is made by use of more than one

to refund payment to the sender of the order because th?unds—transfer system and there is inconsistency

funds transfer was not completed, but the failure to com- )
. between choice—of-law rules of the systems, the matter
plete was not due to any fault by the bank, the interest.

; in issue is governed by the law of the selected jurisdiction
payable is reduced by a percentage equal to the reserv L0 . ; .

. . - at has the most significant relationship to the matter in
requirement on deposits of the receiving bank.

: . issue.
410.507 Choice of law.(1) The following rules .
apply unless the affected parties otherwise agree or SUbt'o riﬁT'ON 41. 421.103 (1) of the statutes is amended

(3) applies: .
(a) The rights and obligations between the sender of _421'103(1) Unless superseded by the particular pro-
a payment order and the receiving bank are governed by//SIONS of chs. 421 to 427, chs. 401-to- 409 and the
the law of the jurisdiction in which the receiving bank is Principles oflaw and equity, including the law relative to
located. capacity to contract, principal and agent, estoppel, fraud,
(b) The rights and obligations between the beneficia- MiSrepresentation, -duress, coercion, mistake, bank-
ry’s bank and the beneficiary are governed by the law of "UPtCY, or other validating or invalidating cause supple-
the jurisdiction in which the beneficiary’s bank is Mentchs. 421 to 427.
located. SecTioN 42. 421.103 (2) of the statutes is amended
(c) The issue of when payment is made pursuant tot© read:
a funds transfer by the originator to the beneficiary is ~ 421.1032) Unless terms used in chs. 421 to 427 are
governed byhe law of the jurisdiction in which the bene- defined by particular provisions of chs. 421 to 427, they
ficiary’s bank is located. shallhave the meaning given them in chs. 401-to4141»
(2) If the parties described in each paragraph of sub.if they are defined in chs. 401 to- 4890
(1) have made an agreement selecting the law of a partic-  SECTION 43. 421.103 (3) of the statutes is amended
ularjurisdiction to govern rights and obligations between to read:
each other, the law of that jurisdiction governs those  421.1033) Unless superseded by the particular pro-
rights and obligations, whether or not the payment order visions of chs. 421 to 427 parties to a consumer transac-
or the funds transfer bears a reasonable relation to thation have all of the obligations, duties, rights and reme-

jurisdiction. dies provided in chs. 401 to-4@30which apply to the
(3) (&) A funds—transfer system rule may select the transaction.
law of a particular jurisdiction to govern any of the fol- SecTION 44. 425.209 (3) of the statutes is amended

lowing: to read:
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425.209(3) If the merchant repossesses or accepts par. (d) shall apply instead of the time period in s. 409.403
voluntary surrender of goods which were not the subject (2) and (3).
of the sale but in which he has a security interest to secure  SectioN 48m. 779.97 (4) (b) 2. of the statutes, as
a debt arising from a sale of goods or services or a com-affected by 1991 Wisconsin Act 39, is amended to read:
bined sale of goods and services and the amount owing 779.97(4) (b) 2. If a certificate of release is presented
at the time of default was $1,000 or less, the customer isto the secretary of state for filing, the secretary shall cause
not personally liable to the merchant for the unpaid bal- the certificate to be marked, held and indexed in accor-
ance ofthe debt arising from the sale, and the merchant’'s dancewith s. 409.404 as if the certificate were a termina-
duty to dispose of the collateral is governed by the provi- tion statement within the meaning of chs. 401-to 409
sions on disposition of collateral under chs. 401-to 409 and the secretary may remove the notice of federal lien

410 and any related refiling of a notice of lien, certificate of
SecTioN 45. 425.209 (4) of the statutes is amended nonattachment, dischargesabordination from the files
to read: at any time after receipt of the certificate of release, but

425.2094) If the lender takes possession or accepts the secretary of state shall keep the certificate of release
voluntary surrender of goods in which he has a securityor a microfilm or other photographic record or optical
interest to secure a debt arising from a consumer loan indisk record of the certificate of release in a file, separate
which the lender is subject to defenses arising ales from those containing currently effective notices of liens,
(s. 422.408) and the amount owing at the time of defaultfor a period of 30 years after the date of filing of the certif-
of the loan paid to or for the benefit of the customer were icate of release.
$1,000 oiless, the customer is not personally liable to the ~ SecTion 49. 779.97 (4) (b) 3. and 4. of the statutes
lender for theunpaid balance of the debt arising from the are amended to read:
loan and the lender’s duty to dispose of the collateral is  779.97(4) (b) 3. If a certificate of discharge is pre-
governed by the provisions on disposition of collateral sented to the secretary of state for filing, the secretary

under chs. 401 to-40€10 shallcause the certificate to be marked, held and indexed
SecTION 46. 618.42 (3) (a) of the statutes is amended as if the certificate were a release of collateral within the
to read: meaning of chs. 401 to-4@9.0
618.42(3) (a) Sales of personal pperty. Any insur- 4. If a certificate of nonattachment or subordination

ance on personal property sold on the instalment plan orof any lien is presented to the secretary of state for filing,
under a conditional sales contract or equivalent securitythe secretary shall cause the certificate to be marked, held
agreement under chs. 401-to-40®for which a charge  and indexed as if the certificate were an amendment
is made to the buyer as a part of the consideration in thewithin the meaning of chs. 401 to-4490

agreement of sale shall be placed with an insurer autho-  Section 50. 909.02 (9) of the statutes is amended to

rized to do business in this state. read:
SecTioN 47. 779.97 (4) (a) 1. of the statutes is 909.02(9) COMMERCIAL PAPERAND RELATED DOCU-
amended to read: MENTS. Commercial paper, signatures thereon, and docu-

779.97(4) (a) 1. The secretary of state, the secretary ments relating thereto to the extent provided by chs. 401
of state shall cause the notice to be marked, held ando 409410
indexed inaccordance with s. 409.403 (4) as if the notice SecTioN 51. Terminology changes(1l) QEARING-
were a financing statement within the meaning of chs. House. Wherever “clearing house” appears in the follow-

401 to-40%410 or ing sections of the statutes, “clearinghouse” is substi-
SecTioN 48. 779.97 (4) (b) 1. of the statutes is tuted: 403.102 (3) (c), 403.504 (2) (b), 404.103 (2) and
amended to read: (3), 404.104 (1) (d) and (j), 404.204 (2) (c), 404.211 (1)

779.97(4) (b) 1. If arefiling of a notice of lienis pre-  (b), 404.213 (1) (b) and (d) and (2), 404.301 (4) (a),
sented to the secretary of state for filing, the secretary404.303 (1) (c) and 408.313 (1) (d) (intro.).
shallcause the refiled notice of federal lien to be marked, = SectioN 52. |Initial applicability. This act first
held and indexed in accordance with s. 409.403 as if theapplies to a funds transfer in which the originator’s pay-
refiling were a continuation statement within the mean- ment order is transitted on the first day of the 3rd month
ing of chs. 401 to-4091Q except that the time period in  beginning after publication.




