Table of Contents

ARTICLE 4 [REV] BANK DEPOSITS AND COLLECTIONS

PART 1 [REV] GENERAL PROVISIONS AND
DEFINITIONS

U.C.C.§ 4-101 [Rev] Short Title

§ 4-101:1 [Rev]
§ 4-101:2 [Rev]
§ 4-101:3 [Rev]

Official Code Comment

Scope and suggestions

Revised Article 4 limited to bank deposits and
collections

Comparison with former Article 4

§ 4-101:4 [Rev]

§ 4-101:5 [Revl] Understanding Revised Article 4

§ 4-101:6 [Rev] Consumer protection

§ 4-101:7 [Rev] —Check retention

§ 4-101:8 [Rev] —Automated processing of checks
]

§ 4-101:9 [Rev
§ 4-101:10 [Rev]

§ 4-102:1 [Rev]

—Insufficient funds check fees
Organization of Revised Article 4

U.C.C. § 4-102 [Rev] Applicability

Official Code Comment

§ 4-102:2 [Rev] Scope and suggestions

§ 4-102:3 [Rev] —Particular applications

§ 4-102:4 [Rev] —What is an item

§ 4-102:5 [Rev] Conflicts between Revised Articles 3 and 4

§ 4-102:6 [Rev] —Particular applications

§ 4-102:7 [Rev] Conflicts between Revised Article 8 and Revised

§ 4-102:8 [Rev]
§ 4-102:9 [Rev]

Article 4

Preemption by federal law

—Federal preemption of the bank collection
process

§ 4-102:10 [Rev] — —Regulation CC

§ 4-102:11 [Rev] — —Regulation J

§ 4-102:12 [Rev] — —Relationship between Regulations CC and J
§ 4-102:13 [Rev] Federal Reserve Bank operating circulars

§ 4-102:14 [Rev] Federal common law

§ 4-102:15 [Rev] Conflict and choice of laws—In general

§ 4-102:16 [Rev] —Application of U.C.C. § 4-102(b) [Rev]

§ 4-102:17 [Rev] —Particular applications

§ 4-102:18 [Rev] —Covers entire bank collection process

§ 4-102:19 [Rev] — —Branch banking

vii



§ 4-102:20 [Rev]

§ 4-102:21 [Rev]
§ 4-102:22 [Rev]

§ 4-102:23 [Rev]

§ 4-102:24 [Rev]
§ 4-102:25 [Rev]
§ 4-102:26 [Rev]

§ 4-102:27 [Rev]
§ 4-102:28 [Rev]
§ 4-102:29 [Rev]

LawreNcE’s ANDERsON ON THE UCC 3p

—Application of U.C.C. § 1-105 or U.C.C. § 1-301
[Rev]

— —Application of U.C.C. § 1-105: Choice of law

— —Application of U.C.C. § 1-105: Absent choice
of law provision

— —Application of U.C.C. § 1-301 [Rev]: Choice
of law

—Subject to Revised Article 4

—Restatement (Second), Conflicts of Law

— —Issues as to obligations of indorsers and
drawers

— —Issues as to obligations of acceptor

— —Issues as to validity of transfer

—Restatement (2d), Conflicts of Law—Issues as
to presentment, payment, protest and notice of
dishonor

U.C.C. § 4-103 [Rev] Variation by Agreement; Measure of Damages;

viii

§ 4-103:1 [Rev]
§ 4-103:2 [Rev]

§ 4-103:3 [

§ 4-103:4 [Rev]
§ 4-103:5 [Rev]
§ 4-103:6 [Rev]
§ 4-103:7 [Rev]

ev]

R
R
R
R

§ 4-103:8 [Rev]
§ 4-103:9 [Rev]
§ 4-103:10 [Rev]

§ 4-103:11 [Rev]
§ 4-103:12 [Rev]
§ 4-103:13 [Rev]

§ 4-103:14 [Rev]
§ 4-103:15 [Rev]

§ 4-103:16 [Rev]

§ 4-103:17 [Rev]
§ 4-103:18 [Rev]

§ 4-103:19 [Rev]

Action Constituting Ordinary Care

A. General Principles
Official Code Comment
Scope and suggestions

B. Variation by Agreement

Generally

—What is an “agreement.”

Bank/customer agreements

—Particular applications

—Limitation on agreements varying Revised
Article 4

—Regulation CC

—Violations of public policy

—Disclaimer of bank’s duty to exercise ordinary
care

—Charges for return of insufficient funds checks

Inter-bank agreements

Federal Reserve regulations and operating
circulars, clearing-house rules and the like

—Clearing-house rules

—On whom binding

C. Ordinary Care
Safe harbors and prima facie exercise of ordinary
care
—Particular applications
—Compliance with clearing-house rules and
general banking practice
—General banking usage



TaBLE oF CONTENTS

§ 4-103:20 [Rev]

§ 4-103:21 [Rev]
§ 4-103:22 [Rev]
§ 4-103:23 [Rev]

§ 4-104:1 [Rev]
§ 4-104:2 [Rev]
§ 4-104:3 [Rev]
§ 4-104:4 [Rev]
§ 4-104:5 [Rev]
§ 4-104:6 [Rev]
§ 4-104:7 [Rev]
§ 4-104:8 [Rev]
§ 4-104:9 [Rev]
§ 4-104:10 [Rev]
§ 4-104:11 [Rev]
§ 4-104:12 [Rev]
§ 4-104:13 [Rev]
§ 4-104:14 [Rev]
§ 4-104:15 [Rev]
§ 4-104:16 [Rev]
§ 4-104:17 [Rev]
§ 4-104:18 [Rev]
§ 4-104:19 [Rev]
§ 4-104:20 [Rev]
§ 4-104:21 [Rev]
§ 4-104:22 [Rev]
§ 4-104:23 [Rev]

§ 4-105:1 [Rev]
§ 4-105:2 [Rev]
§ 4-105:3 [Rev]
§ 4-105:4 [Rev]
§ 4-105:5 [Rev]
§ 4-105:6 [Rev]
§ 4-105:7 [Rev]
§ 4-105:8 [Rev]
§ 4-105:9 [Rev]
§ 4-105:10 [Rev]
§ 4-105:11 [Rev]
§ 4-105:12 [Rev]

§ 4-105:13 [Rev] (Amended)
§ 4-105:15 [Rev] (Amended)

Measure of damages for failure to exercise
ordinary care

—Particular applications

—Proof of actual loss

— —Particular applications

U.C.C. § 4-104 [Rev] Definitions and Index of Definitions

Official Code Comment
Scope and suggestions
Account

Afternoon

Banking day

Clearing house
—Particular applications
—Clearing-house rules
Customer

—Particular applications
Documentary draft
Draft

Drawee

Good faith

Item

—Remote deposit capture
—Particular applications
—Cash and non-cash items
Midnight deadline
—Particular applications
Ordinary care

Settle

Suspends payments

U.C.C. § 4-105 [Rev] Definitions of Types of Banks

Official Code Comment

Scope and suggestions

Bank—Generally

Types of banks

—Particular applications

—Depositary banks

Payor bank

Paying banks under regulation CC

Intermediary banks

Collecting banks

Presenting banks

Returning banks under regulation
CC

2022 Amendments

—Official Comment

ix



§ 4-106:1 [Rev
§ 4-106:2 [Rev
§ 4-106:3 [Rev
4-106:4 [Rev
4-106:5 [Rev
4-106:6 [Rev
4-106:7 [Rev
4-106:8 [Rev
4-106:9 [Rev
4-106:10 [Rev]
4-106:11 [Rev]

— e e e e e e e

LON 0N LR LR LOR DR O LR

§ 4-107:1 [Rev]
§ 4-107:2 [Rev
§ 4-107:3 [Rev
§ 4-107:4 [Rev
§ 4-107:5 [Rev
§ 4-107:6 [Rev
§ 4-107:7 [Rev
§ 4-107:8 [Re

§ 4-107:9 [Rev
§ 4-107:10 [Rev]

]
]
]
]
|
]
v]
]

§ 4-108:1 [Rev]
§ 4-108:2 [Rev]
§ 4-108:3 [Rev]
§ 4-108:4 [Rev]
§ 4-108:5 [Rev]
§ 4-108:6 [Rev]

§ 4-109:1 [Rev]
§ 4-109:2 [Rev]
§ 4-109:3 [Rev]
§ 4-109:4 [Rev]

§ 4-109:5 [Rev]
§ 4-109:6 [Rev]

§ 4-109:7 [Rev]
§ 4-109:8 [Rev]

LawreNcE’s ANDERsON ON THE UCC 3p

U.C.C. § 4-106 [Rev] Payable through or payable at bank; collecting

bank
Official Code Comment
Scope and suggestions
Items payable through bank—Introduction
—Designated bank as collecting bank
—Drawer or maker as payor
—When item is “payable through” bank
—Duties of bank through which item is payable
Domiciled instruments
—Alternative A
—Alternative B

Ambiguity as to status of bank as payor bank or
collecting bank

U.C.C. § 4-107 [Rev] Separate Office of Bank

Official Code Comment 1

Scope and suggestions

Branches as separate banks—Generally
—Particular applications

—When not separate banks

— —Particular applications
Presentment

Payment over the counter
Stop-payment orders

Holder-in-due course status

U.C.C. § 4-108 [Rev] Time of Receipt of Items

Official Code Comment

Scope and suggestions

Need for cutoff hour

Establishment of cutoff hour

Receipt after cutoff hour

Other situations in which item or deposit deemed
received on next banking day

U.C.C. § 4-109 [Rev] Delays

Official Code Comment

Scope and suggestions

Applicability

Collecting bank’s effort to secure payment from
nonbank payor

—Granting of extension not failure to exercise
ordinary care

—Applies only to nonbank payors

—Limitations on granting of extension

Excusable delays



TaBLE oF CONTENTS

§ 4-109:9 [Rev]

§ 4-109:10 [Rev]
§ 4-109:11 [Rev]
§ 4-109:12 [Rev]

U.C.C. § 4-110 [Rev]

§ 4-110:1 [Rev]
§ 4-110:2 [Rev]
§ 4-110:3 [Rev]
§ 4-110:4 [Rev]
§ 4-110:5 [Rev]
§ 4-110:6 [Rev]
§ 4-110:7 [Rev]
§ 4-110:8 [Rev]
§ 4-110:9 [Rev]
§ 4-110:10 [Rev]

—Requirements for excuse under U.C.C. § 4-
109(b) [Rev]
— —Circumstances beyond bank’s control
— —Reasonable diligence
—Particular applications
Electronic Presentment
Official Code Comment
Scope and suggestions
Background
Means of electronic presentment
Electronic presentment
—Agreement for electronic presentment
—Check retention by payor bank not covered
What is a presentment notice
Retention warranties
Check 21 Act

U.C.C. § 4-111 [Rev] Statute of Limitations
§ 4-111:1 [Rev] Official Code Comment
§ 4-111:2 [Rev] Scope and suggestions
§ 4-111:3 [Rev] Statute of limitations—Generally
§ 4-111:4 [Rev] —Particular applications

PART 2 [REV] COLLECTION OF ITEMS: DEPOSITARY

AND COLLECTING BANKS

U.C.C. § 4-201 [Rev] Status of Collecting Bank as Agent and
Provisional Status of Credits; Applicability of

§ 4-201:1 [Rev]
§ 4-201:2 [Rev]
§ 4-201:3 [Rev]
§ 4-201:4 [Rev]
§ 4-201:5 [Rev]
§ 4-201:6 [Rev]
§ 4-201:7 [Rev]
§ 4-201:8 [Rev]
§ 4-201:9 [Rev]
§ 4-201:10 [Rev]

§ 4-201:11 [Rev]
§ 4-201:12 [Rev]

§ 4-201:13 [Rev]
§ 4-201:14 [Rev]

Article; Item Indorsed “Pay Any Bank.”

Official Code Comment

Scope and suggestions

What is a collecting bank

Agency status of depositary bank

—Purchase distinguished

Provisional nature of settlement

—Particular applications

—Right to charge back

— —Particular applications

Depositary bank’s dual status as agent and
holder in due course

Other advantages of customer retaining
ownership of item

Subsequent collecting bank as sub-agent for
customer

When a collecting bank’s agency status ends

Collecting bank’s rights as against customer’s
creditors



§ 4-201:15 [Rev]

LawreNcE’s ANDERsON ON THE UCC 3p

“Pay any bank” indorsement

U.C.C. § 4-202 [Rev] Responsibility for Collection or Return; When

§ 4-202:1 [Rev]
§ 4-202:2 [Rev]
§ 4-202:3 [Rev]
§ 4-202:4 [Rev]
§ 4-202:5 [Rev]
§ 4-202:6 [Rev]
§ 4-202:7 [Rev]
§ 4-202:8 [Rev]
§ 4-202:9 [Rev]
§ 4-202:10 [Rev]
§ 4-202:11 [Rev]
§ 4-202:12 [Rev]

§ 4-202:13 [Rev]
§ 4-202:14 [Rev]

§ 4-202:15 [Rev]

§ 4-202:16 [Rev]
§ 4-202:17 [Rev]
§ 4-202:18 [Rev]
§ 4-202:19 [Rev]

§ 4-202:20 [Rev]
§ 4-202:21 [Rev]

§ 4-202:22 [Rev]

§ 4-202:23 [Rev]

§ 4-202:24 [Rev]
§ 4-202:25 [Rev]
§ 4-202:26 [Rev]
§ 4-202:27 [Rev]
§ 4-202:28 [Rev]
§ 4-202:29 [Rev]

§ 4-202:30 [Rev]

Action Timely

Official Code Comment

Scope and suggestions

Responsibilities of collecting bank

—Particular applications

—Duties other than under U.C.C. § 4-202 [Rev]

— —Particular applications

Ordinary care—Definition

— —Particular applications

Safe harbors and presumptions

Duty of collecting bank to act seasonably

—Particular applications

—Problems for banks presenting documentary
drafts

When midnight deadline extended

Collecting bank liable only for its own failure to
exercise ordinary care

Duty of ordinary care cannot be waived or
disclaimed

Measure of damages

Burden of proof

—Particular applications

Check collection under Regulation CC—Effect on
depositary banks’ duties

—Changes in check collection procedure

—When depositary bank must settle for returned
check

—Duty of depositary banks to use standard
indorsements

—Where bank mistakenly identified as
depositary bank

Classification of returning banks

Duties of returning banks under Regulation CC

Regulation CC—2017 Amendments

Warranties given by returning banks

Remote deposit capture

—Particular applications

—Regulation CC

U.C.C.§ 4-203 [Rev] Effect of Instructions

xii

§ 4-203:1 [Rev]
§ 4-203:2 [Rev]
§ 4-203:3 [Rev]
§ 4-203:4 [Rev]

Official Code Comment
Scope and suggestions
Generally

Chain of command rule



TaBLE oF CONTENTS

§ 4-203:5 [Rev]
§ 4-203:6 [Rev]

§ 4-204:1 [Rev]
§ 4-204:2 [Rev]
§ 4-204:3 [Rev]
§ 4-204:4 [Rev]
§ 4-204:5 [Rev]

§ 4-204:6 [Rev]

§ 4-205:1 [Rev]

§ 4-205:2 [Rev]
§ 4-205:3 [Rev]
§ 4-205:4 [Rev]
§ 4-205:5 [Rev]
§ 4-205:6 [Rev]

§ 4-205:7 [Rev]
§ 4-205:8 [Rev]

§ 4-206:1 [Rev]
§ 4-206:2 [Rev]
§ 4-206:3 [Rev]
§ 4-206:4 [Rev]
§ 4-206:5 [Rev]

Rev
Rev
Rev
Rev

§ 4-207:1
§ 4-207:2
§ 4-207:3
§ 4-207:4

,_,,_,,_,,_,
—_ e —

§ 4-207:5 [Rev]

—Exceptions
Form and content of instructions

U.C.C. § 4-204 [Rev] Methods of Sending and Presenting: Sending

Directly to Payor Bank

Official Code Comment

Scope and suggestions

Generally

Authorized methods

Presentment where requested by payor—Off-
premises data processing center

Adherence with U.C.C. § 4-204 [Rev] provides safe
harbor for bank

U.C.C. § 4-205 [Rev] Depositary Bank Holder of Unindorsed Item

Official Code Comment

Scope and suggestions

Generally

Holder status of depositary bank

—Particular applications

—Item must be delivered to depositary bank for
purpose of collection

Holder status of subsequent collecting bank

Warranties by depositary bank

U.C.C. § 4-206 [Rev] Transfer Between Banks

Official Code Comment

Scope and suggestions

Generally

Transfer must be between banks

What constitutes sufficient identification

U.C.C.§ 4-207 [Rev] Transfer Warranties

A. General Principles

Official Code Comment

Scope and suggestions

Overview

Liability of transferor for payment of item upon
dishonor

Persons who make transfer warranties; Persons
who are entitled to transfer warranties

§ 4-207:6 [Rev] —Particular applications
§ 4-207:7 [Rev] What is a transfer
§ 4-207:8 [Rev] —Particular applications
§ 4-207:9 [Rev] Disclaiming transfer warranties

B. Particular Warranties on Transfer
§ 4-207:10 [Rev] Person entitled to enforce the item
§ 4-207:11 [Rev] —Particular applications

xiii



§ 4-207:12 [Rev]
§ 4-207:13 [Rev]
§ 4-207:14 [Rev]
§ 4-207:15 [Rev]
§ 4-207:16 [Rev]
§ 4-207:17 [Rev]

§ 4-207:18 [Rev]
§ 4-207:19 [Rev]

LawreNcE’s ANDERsON ON THE UCC 3p

All signatures are authentic and authorized

—Particular applications

No alteration

—Particular applications

—Addition to incomplete item

No defense or claim in recoupment is good
against warrantor

No knowledge of any insolvency proceeding

Remotely-created consumer item

C. Remedies for Breach of Warranty

§ 4-207:20 [Rev]

§ 4-207:21
§ 4-207:22
§ 4-207:23
§ 4-207:24
§ 4-207:25 [Re

ev

[Rev]
[Rev]
[Rev]
[Rev]

]

ev
€

Vv
Vv

Breach of transfer warranties—
Accrual of cause of action

— —Particular applications

Damages

—Particular applications
(Amended) 2022 Amendments
(Amended) —Federal warranties

U.C.C. § 4-208 [Rev] Presentment Warranties

Xiv

§ 4-208:1 [Rev]
§ 4-208:2 [Rev]
§ 4-208:3 [Rev]
§ 4-208:4 [Rev]

§ 4-208:5 [Rev]
§ 4-208:6 [Rev]
§ 4-208:7 [Rev]
§ 4-208:8 [Rev]

§ 4-208:9 [Rev]
§ 4-208:10 [Rev]

§ 4-208:11 [Rev]
§ 4-208:12 [Rev]
§ 4-208:13 [Rev]

§ 4-208:14 [Rev]
§ 4-208:15 [Rev]

§ 4-208:16 [Rev]
§ 4-208:17 [Rev]

§ 4-208:18 [Rev]
§ 4-208:19 [Rev]
§ 4-208:20 [Rev]
§ 4-208:21 [Rev]

Official Code Comment

Scope and suggestions

Generally

Applicable to both presentment for payment and
for acceptance

Interrelationship between U.C.C. § 4-208 [Rev]
and U.C.C. § 3-418 [Rev]

Warranties on presentment and transfer
mutually exclusive

Disclaimer of presentment warranties

—Particular applications

Beneficiaries of presentment warranties

—Particular applications

Makers of presentment warranties

—Particular applications

Warranties made to drawee of unaccepted draft—
Generally

— —Content of warranties

Presentment warranty—Person entitled to
enforce item

— —Particular applications

—No knowledge that drawer’s signature is
unauthorized

— —Particular applications

—No alteration

— —Particular applications

Remotely-created consumer item



TaBLE oF CONTENTS

§ 4-208:22 [Rev]
§ 4-208:23 [Rev]
§ 4-208:24 [Rev]
§ 4-208:25 [Rev]
§ 4-208:26 [Rev]

§ 4-208:27 [Rev]
§ 4-208:28 [Rev]
§ 4-208:29 [Rev]
§ 4-208:30 [Rev]
§ 4-208:31 [Rev]
§ 4-208:32 [Rev]

§ 4-208:33 [Rev]

§ 4-208:34 [Rev]

§ 4-209:1 [Rev]

§ 4-209:2 [Rev]
§ 4-209:3 [Rev]
§ 4-209:4 [Rev]
§ 4-209:5 [Rev]
§ 4-209:6 [Rev]
§ 4-209:7 [Rev]

§ 4-209:8 [Rev]
§ 4-209:9 [Rev]
§ 4-209:10 [Rev]
§ 4-209:11 [Rev]

§ 4-209:12 [Rev]
§ 4-209:13 [Rev]
§ 4-209:14 [Rev]
§ 4-209:15 [Rev]
§ 4-209:16 [Rev]
§ 4-209:17 [Rev]

§ 4-210:1 [Rev]

Where drawee not given warranty

Warranties do not run to drawer

Defenses to drawee’s breach of warranty claim

—Particular applications

Damages for breach of U.C.C. § 4-208(a) [Rev]
warranty

Warranties made to other payors and acceptors—
Generally

—Risks as to which no warranties are given—
Alteration

—Lack of knowledge of unauthorized drawer’s or
maker’s signature

—Damages for breach of warranty under U.C.C.
§ 4-208(d) [Rev]

— —Particular applications

Accrual of cause of action; Statute of limitations;
Notice to warrantor under both U.C.C. § 4-
208(b) and (d) [Rev]

Accrual of cause of action; Statute of limitations;
Notice to warrantor under both U.C.C. § 4-208
(b) and (d)—Particular applications [Rev]

Burden of proof

U.C.C. § 4-209 [Rev] Encoding and Retention Warranties

Official Code Comment

Scope and suggestions

Encoding warranties—Background

—Allocation of loss

—Damages

—Particular applications

—Damages—Example—Amount of check
over-encoded

— — —Amount of check under-encoded

—Regulation CC

Retention warranties

Regulation CC: Warranty of settlement amount,
offset, and preference

Check Truncation: Introduction

Substitute checks

Reconverting bank warranties

Damages for breach of warranty

Consumer’s right to expedited recredit

Consumer’s Bank’s Right to Expedited Recredit

U.C.C. § 4-210 [Rev] Security Interest of Collecting Bank in Items,

Accompanying Documents and Proceeds
Official Code Comment

XV



§ 4-210:2 [Rev]
§ 4-210:3 [Rev]

§ 4-210:4 [Rev]

§ 4-210:5 [Rev]
§ 4-210:6 [Rev]
§ 4-210:7 [Rev]
§ 4-210:8 [Rev]

]

§ 4-210:9 [Rev
§ 4-210:10 [Rev]
§ 4-210:11 [Rev]

§ 4-210:12 [Rev]
§ 4-210:13 [Rev]

LawreNcE’s ANDERsON ON THE UCC 3p

Scope and suggestions

Dual status of collecting bank as agent and
holder for value

Collecting bank’s security interest in items and
proceeds

—Particular applications

—The giving of value: Credit given or applied

— —Particular applications

—Withdrawal as matter of right

—Advances against item

— —Particular applications

Extent of security interest where several items
received

Cessation of security interest

Differences between U.C.C. § 4-210 [Rev] security
interest and Revised Article 9 security interest

U.C.C. § 4-211 [Rev] When Bank Gives Value for Purposes of Holder

§ 4-211:1 [Rev]
§ 4-211:2 [Rev]
§ 4-211:3 [Rev]

in Due Course
Official Code Comment
Generally
Must meet requirements of U.C.C. § 3-302 [Rev]

U.C.C. § 4-212 [Rev] Presentment by Notice of Item not Payable by,

§ 4-212:1 [Rev]
§ 4-212:2 [Rev]
§ 4-212:3 [Rev]
§ 4-212:4 [Rev]
§ 4-212:5 [Rev]
§ 4-212:6 [Rev]
§ 4-212:7 [Rev]
§ 4-212:8 [Rev]

Through, or at Bank; Liability of Drawer or
Indorser

Official Code Comment

Scope and suggestions

Generally

Presentment by notice

When presentment may be made by notice

When item dishonored

Effect on drawer and indorsers

Consequences of nonbank payor not receiving
presentment notice

U.C.C. § 4-213 [Rev] Medium and Time of Settlement by Bank

§ 4-213:1 [Rev]
§ 4-213:2 [Rev]
§ 4-213:3 [Rev]
§ 4-213:4 [Rev]
§ 4-213:5 [Rev]
§ 4-213:6 [Rev]
§ 4-213:7 [Rev]

§ 4-213:8 [Rev]

§ 4-213:9 [Rev]

Official Code Comment

Scope and suggestions
—Particular applications
Generally

Medium of settlement—Generally
—Regulation J

—Where collecting bank not a Federal Reserve
bank

Consequences of using improper medium of
settlement

Time of settlement—Generally



TaBLE oF CONTENTS

§ 4-213:10 [Rev]
§ 4-213:11 [Rev]

§ 4-213:12 [Rev]
§ 4-213:13 [Rev]
§ 4-213:14 [Rev]
§ 4-213:15 [Rev]
§ 4-213:16 [Rev]
§ 4-213:17 [Rev]

§ 4-214:1 [Rev]
§ 4-214:2 [Rev]
§ 4-214:3 [Rev]
§ 4-214:4 [Rev]

[Rev]

§ 4-214:5 [Rev

§ 4-214:6 [Rev]
§ 4-214:7 [Rev]

§ 4-214:8 [Rev]

§ 4-214:9 [Rev]

§ 4-214:10 [Rev]
§ 4-214:11 [Rev]
§ 4-214:12 [Rev]
§ 4-214:13 [Rev]
§ 4-214:14 [Rev]
§ 4-214:15 [Rev]
§ 4-214:16 [Rev]
§ 4-214:17 [Rev]
§ 4-214:18 [Rev]
§ 4-214:19 [Rev]
§ 4-214:20 [Rev]

§ 4-215:1 [Rev]
§ 4-215:2 [Rev]
§ 4-215:3 [Rev]

§ 4-215:4 [Rev]

—Particular applications

—Federal Reserve regulations, operating
circulars, clearing-house rules and agreements

—Other cases

When settlement becomes final

—Settlement by debits or credits

—Settlement by remittance draft

—Settlement by authorization to charge account

Final payment as distinguished from final
settlement

U.C.C. § 4-214 [Rev] Right of Charge-Back or Refund; Liability of

Collecting Bank; Return Item

Official Code Comment

Scope and suggestions

Right to charge back or refund—Generally

—Particular applications

—Not dependent on reason bank failed to receive
final settlement

— —Particular applications

—Not dependent upon whether customer used
funds

Effect of failure of collecting bank to exercise
ordinary care

When right of charge-back or refund ends

—Particular applications

Effect on depositary bank’s other rights

Requirements for charge-back or refund

When depositary bank also payor bank

When is an item returned

When notification of facts of nonpayment is
“sent.”

When does bank learn of the facts

Deceptive nature of requirements

Charge-back of items payable in foreign currency

Waiver and estoppel

Burden of proof

U.C.C. § 4-215 [Rev] Final Payment of Item by Payor Bank; When

Provisional Debits and Credits Become Final,
When Certain Credits Become Available for
Withdrawal

Official Code Comment
Scope and suggestions
—Particular applications

A. What is Final Payment

Significance of final payment

xvii



§ 4-215:5 [
§ 4-215:6 [
§ 4-215:7 [
§ 4-215:8 [

§ 4-215:14 [Rev]

§ 4-215:15 [Rev]

§ 4-215:16 [Rev]
§ 4-215:17 [Rev]

§ 4-215:18 [Rev]
§ 4-215:19 [Rev]
§ 4-215:20 [Rev]
§ 4-215:21 [Rev]
§ 4-215:22 [Rev]
§ 4-215:23 [Rev]
§ 4-215:24 [Rev]

§ 4-215:25 [Rev]

§ 4-215:26 [Rev]

§ 4-215:27 [Rev]
§ 4-215:28 [Rev]

§ 4-215:29 [Rev]
§ 4-215:30 [Rev]

§ 4-215:31 [Rev]
§ 4-215:32 [Rev]
§ 4-215:33 [Rev]
§ 4-215:34 [Rev]
§ 4-215:35 [Rev]
§ 4-215:36 [Rev]
§ 4-215:37 [Rev]

xXVviii

LawreNcE’s ANDERsON ON THE UCC 3p

—Particular applications

—Distinguished from related concepts

What constitutes final payment—Generally

—Payment in cash

— —Effect of branch banking

—Settling without reserving right to revoke

—Failure to revoke provisional settlement

— —Particular applications

— —Extensions of midnight deadline under
Regulation CC

— —When provisional settlement does not
become final

—Relationship between final settlement and final
payment when provisional settlement consists
of debits and credits

— —Particular applications

Duties under Regulation CC: Expeditious return
and notice of nonpayment

—Duty of expeditious return

— —Two-day/four-day test

— —Forward collection test

— —Exceptions

—Duty to send notice of nonpayment

— —Paying bank’s warranty

Liability for violation of paying bank’s duties of
expeditious return and notice of nonpayment

Regulation CC—2017 Amendments

B. Funds Availability

1. General principles

Relation between final payment and holder’s
right to withdraw funds

Funds availability under U.C.C. § 4-215 [Rev]

U.C.C. § 4-215(e) [Rev] superseded by Regulation
CC

Regulation CC—Generally
—Changes in check collection

2. Mandatory schedules

Regulation CC

—Institutions bound to comply—Definitions
— —What is a bank

— —What is an account

— —What is not an account

Mandatory availability schedule—Introduction
—What is not mandated



TaBLE oF CONTENTS

§ 4-215:38 [Rev]
§ 4-215:39 [Rev]
§ 4-215:40 [Rev]

§ 4-215:41 [Rev]
§ 4-215:42 [Rev]
§ 4-215:43 [Rev]
§ 4-215:44 [Rev]
§ 4-215:45 [Rev]
§ 4-215:46 [Rev]
§ 4-215:47 [Rev]
§ 4-215:48 [Rev]
§ 4-215:49 [Rev]

§ 4-215:50 [Rev]
§ 4-215:51 [Rev]

§ 4-215:52 [Rev]
§ 4-215:53 [Rev]
§ 4-215:54 [Rev]

§ 4-215:55 [Rev]
§ 4-215:56 [Rev]

§ 4-216:1 [Rev]
§ 4-216:2 [Rev]
§ 4-216:3 [Rev]
§ 4-216:4 [Rev]
§ 4-216:5 [Rev]
§ 4-216:6 [Rev]

§ 4-216:7 [Rev]

§ 4-301:1 [Rev]
§ 4-301:2 [Rev]
§ 4-301:3 [Rev]
§ 4-301:4 [Rev]
§ 4-301:5 [Rev]
[Rev]
[Rev]
[Rev]

ev
ev
A%

§ 4-301:6 [Rev
§ 4-301:7 [Rev
§ 4-301:8 [Rev

—Determining the day of deposit

Next-day availability

—Types of deposits entitled to next-day
availability

Second-day and fifth-day availability

—Second-day availability

—Fifth-day availability

Extensions

—Cash withdrawal

—Other extensions—Introduction

— —New account exception

— —Large deposit exception

— —Previously returned and redeposited check
exception

—Repeatedly overdrawn account exception

—Reasonable cause to doubt collectibility
exception

—Emergency conditions exception

Disclosure of availability policy

Liability for violation of subpart B of Regulation
CC

—Available damages

—Defenses available to bank

U.C.C. § 4-216 [Rev] Insolvency and Preference

Official Code Comment

Scope and suggestions

Limited scope of U.C.C. § 4-216 [Rev]

Suspension of payments—Before final payment

—After final payment

—After payor bank has provisionally settled for
item

Regulation CC

PART 3 [REV] COLLECTION OF ITEMS: PAYOR BANKS
U.C.C. § 4-301 [Rev] Deferred Posting; Recovery of Payment by

Return of Items; Time of Dishonor; Return of
Items by Payor Bank

Official Code Comment

Scope and suggestions

Payment and return—Generally

What constitutes settlement

Consequences of failure to settle on day of receipt

—Particular applications

Deferred posting

Effect of Regulations CC and J on right to defer

posting

Xix



§ 4-301:9 [Rev]
§ 4-301:10 [Rev]

§ 4-301:11 [Rev]
§ 4-301:12 [Rev]

§ 4-301:13 [Rev]
§ 4-301:14 [Rev]
§ 4-301:15 [Rev]
§ 4-301:16 [Rev]
§ 4-301:17 [Rev]
§ 4-301:18 [Rev]
§ 4-301:19 [Rev]
§ 4-301:20 [Rev]
§ 4-301:21 [Rev]

LawreNcE’s ANDERsON ON THE UCC 3p

—Extensions of midnight deadline under
Regulation CC

Exceptions to application of U.C.C. § 4-301(a)
[Rev]l—Documentary drafts

—On-us items

—Items presented for immediate payment
over-the-counter

Final payment by payor bank

—Exception

Right to revoke settlement

—Manner of revoking settlement

—Sending notice of dishonor or nonpayment

—Returning item or its image

—Particular applications

When item dishonored

Paying and returning banks’ warranty on return
items

U.C.C. § 4-302 [Rev] Payor Bank’s Responsibility for Late Return of

XX

§ 4-302:1 [Rev]
§ 4-302:2 [Rev]
§ 4-302:3 [Rev]

§ 4-302:4 [Rev]
§ 4-302:5 [Rev]

§ 4-302:6 [Rev]
§ 4-302:7 [Rev]
§ 4-302:8 [Rev]
§ 4-302:9 [Rev]

§ 4-302:10 [Rev]

§ 4-302:11 [Rev]
§ 4-302:12 [Rev]
§ 4-302:13 [Rev]

§ 4-302:14 [Rev]
§ 4-302:15 [Rev]
§ 4-302:16 [Rev]

§ 4-302:17 [Rev]
§ 4-302:18 [Rev]
§ 4-302:19 [Rev]

Item

Official Code Comment

Scope and suggestions

Applicable only where item presented to payor
banks

—Particular applications

Payor bank’s responsibility for failure to settle for
demand item on day of receipt

—Particular applications

—Effect of Regulations J and CC

— —Particular applications

—Exceptions to requirement of settling on day of
receipt

Bank’s failure to return item or send notice of
dishonor by midnight deadline

Determining time of receipt

Items covered under U.C.C. § 4-302(a)(2) [Rev]

Where unclear whether item covered under (1) or
(2) of U.C.C. § 4-302(a) [Rev]—Re-presented
checks

—Postdated checks

When item is properly payable

Time within which payor bank must act under
U.C.C. § 4-302(a)(2) [Rev]

—Particular applications

Accountability

—Particular applications



TaBLE oF CONTENTS

§ 4-302:20 [Rev]
§ 4-302:21 [Rev]
§ 4-302:22 [Rev]

§ 4-302:23
§ 4-302:24
§ 4-302:25
§ 4-302:26

Rev]
Rev]
Rev]
Rev]

§ 4-303:1 [Rev]
§ 4-303:2 [Rev]
§ 4-303:3 [Rev]
§ 4-303:4 [Rev]
§ 4-303:5 [Rev]
§ 4-303:6 [Rev]
§ 4-303:7 [Rev]

§ 4-303:8 [Rev]
§ 4-303:9 [Rev]
§ 4-303:10 [Rev]
§ 4-303:11 [Rev]

[Rev]

[Rev]
§ 4-303:14 [Rev]
§ 4-303:15 [Rev]
§ 4-303:16 [Rev]
§ 4-303:17 [Rev]
§ 4-303:18 [Rev]
§ 4-303:19 [Rev]
§ 4-303:20 [Rev]
§ 4-303:21 [Rev]
§ 4-303:22 [Rev]
§ 4-303:23 [Rev]
§ 4-303:24 [Rev]
§ 4-303:25 [Rev]
§ 4-303:26 [Rev]
§ 4-303:27 [Rev]
§ 4-303:28 [Rev]
§ 4-303:29 [Rev]
§ 4-303:30 [Rev]
§ 4-303:31 [Rev]

[Rev]

—Defenses to accountability
— —Particular applications

Relation between U.C.C. § 4-302 [Rev] and U.C.C.

§ 3-418 [Rev]

Extensions and reductions of midnight deadline

—Extensions under Regulation CC
— —Particular applications
—Reductions under Regulation J

U.C.C. § 4-303 [Revl] When Items Subject to Notice, Stop-Payment

Order, Legal Process, or Setoff; Order in

Which Items May Be Charged or Certified

Official Code Comment

Scope and suggestions

—Particular applications

Generally

The four legals

What U.C.C. § 4-303(a) [Rev] covers

Timeliness of stop-payment orders, writs of
garnishment, notices and setoffs

—Acceptance or certification
—Payment in cash

—Settlement for item

—Bank accountable for item

—After cut-off hour

—Reasonable time to process item
—Particular application

—Effect of branch banking
Consequences of timely arrival of legal
—Particular applications

Consequences of untimely arrival of legal
—Garnishments
—Garnishment—Particular applications
—Setoffs

—Stop-payment orders

—Bankruptcy

Right of bank to pay items in any order
—Particular applications

—Abuse of right to pay checks in any order
Bank’s right of setoff—Generally
—Waiver

—Debts must have matured

—Account must belong to customer
—dJoint accounts

—~Certificates of deposit

XX1



§ 4-303:33 [Rev]

§ 4-303:34 [Rev]

LawreNce’s ANDERsON ON THE UCC 3p

Bank’s right of set-off—Competing security
interest
Bank’s right of setoff—Exercising setoff

PART 4 [REV] RELATIONSHIP BETWEEN PAYOR BANK
AND ITS CUSTOMER
U.C.C. § 4-401 [Rev] When Bank May Charge Customer’s Account

§ 4-401:1 [Rev]

§ 4-401:2 [Rev]
§ 4-401:3 [Rev]
§ 4-401:4 [Rev]
§ 4-401:5 [Rev]
§ 4-401:6 [Rev]
§ 4-401:7 [Rev]
§ 4-401:8 [Rev]
§ 4-401:9 [Rev]
§ 4-401:10 [Rev]
§ 4-401:11 [Rev]
§ 4-401:12 [Rev]
§ 4-401:13 [Rev]
§ 4-401:14 [Rev]
§ 4-401:15 [Rev]
§ 4-401:16 [Rev]
§ 4-401:17 [Rev]
§ 4-401:18 [Rev]
§ 4-401:19 [Rev]
§ 4-401:20 [Rev]
§ 4-401:21 [Rev]
§ 4-401:22 [Rev]
§ 4-401:23 [Rev]
§ 4-401:24 [Rev]
§ 4-401:25 [Rev]
]

§ 4-401:26 [Rev

Official Code Comment

Scope and suggestions

—Particular applications

Generally

Properly payable—Introduction

—Particular applications

Items not properly payable

—Particular applications

—Exceptions: right of payor bank to charge
customer’s account upon payment of item that
is not properly payable

— —Particular applications

Bank’s right to pay items creating overdrafts

—Particular applications

Agreement to pay overdrafts

Bank’s right to charge account for altered item

Bank’s right to charge account upon payment of
improperly completed incomplete items

Payment of postdated checks—Introduction

—When bank may not pay a postdated check
prior to its date

—Particular applications

Burden of proof—Nature of deposit

—Propriety of debit

—Particular applications

Waiver and estoppel

—Particular applications

—Questions of law or fact

—Questions of fact

—Questions of law

U.C.C. § 4-402 [Rev] Bank’s Liability to Customer for Wrongful

§ 4-402:1 [R
§ 4-402:2 [R

§ 4-402:3

—_—— ——

§ 4-402:4 [R

xxii

ev]
ev]
Rev]
]

ev

Dishonor; Time of Determining Insufficiency
of Account

Official Code Comment

Scope and suggestions

—Particular applications

When is an item wrongfully dishonored in
general



TaBLE oF CONTENTS

§ 4-402:5 [Rev]
§ 4-402:6 [Rev]
§ 4-402:7 [Rev]
§ 4-402:8 [Rev]
§ 4-402:9 [Rev]
§ 4-402:10 [Rev]
§ 4-402:11 [Rev]
§ 4-402:12 [Rev]
§ 4-402:13 [Rev]

§ 4-402:14 [Rev]

§ 4-402:15 [Rev]
§ 4-402:16 [Rev]
§ 4-402:17 [Rev]
§ 4-402:18 [Rev]
§ 4-402:19 [Rev]
§ 4-402:20 [Rev]
§ 4-402:21 [Rev]
§ 4-402:22 [Rev]
§ 4-402:23 [Rev]
§ 4-402:24 [Rev]
§ 4-402:25 [Rev]
§ 4-402:26 [Rev]
§ 4-402:27 [Rev]
§ 4-402:28 [Rev]
§ 4-402:29 [Rev]
§ 4-402:30 [Rev]
§ 4-402:31 [Rev]
§ 4-402:32 [Rev]
§ 4-403:1 [Rev]
§ 4-403:2 [Rev]
§ 4-403:3 [Rev]
§ 4-403:4 [Rev]
§ 4-403:5 [Rev]
§ 4-403:6 [Rev]
§ 4-403:7 [Rev]
§ 4-403:8 [Rev]
§ 4-403:9 [Rev]
§ 4-403:10 [Rev]
§ 4-403:11 [Rev]

§ 4-403:12 [Rev]

—Exceptions

Dishonor of item

—Other situations

Properly payable

—Exception: insufficient funds to cover item

— —Determining sufficiency of funds in account

— —Insufficiency of funds

— —Responsibility for account accuracy

— —Effect of failing to honor a prior stop-
payment order

— —Effect of bank’s failure to properly collect
item

— —Agreement to pay overdrafts

— —Time for determining account balance

Enforceability of disclaimer

Duty owed only to customer

—Particular applications

—Remitters

— —Particular applications

Damages—Generally

—Particular applications

—Limited to actual damages

—Emotional distress damages

— —Particular applications

—Punitive damages

— —Particular applications

Burden of proof

Questions of fact

Questions of law

Sufficiency of evidence

U.C.C. § 4-403 [Rev] Customer’s Right to Stop Payment; Burden of

Proof of Loss
Official Code Comment
Scope and suggestions
Generally
Limited effect of payment being stopped
Bank’s ability to disclaim liability
Charges for honoring stop-payment orders
Persons having right to stop payment
—Any type of item
—Limited to items drawn on customer’s account
—Exception
Requirements for stop-payment order—Form and
content
— —Oral or record orders both effective

xx1i1



§ 4-403:13 [Rev]
§ 4-403:14 [Rev]
§ 4-403:15 [Rev]
§ 4-403:16 [Rev]
§ 4-403:17 [Rev]
§ 4-403:18 [Rev]
§ 4-403:19 [Rev]
§ 4-403:20 [Rev]
§ 4-403:21 [Rev]

§ 4-404:1
§ 4-404:2
§ 4-404:3
§ 4-404:4

Rev
Rev
Rev
Rev

—_——— —
—_—

§ 4-404:5 [Rev]
§ 4-404:6 [Rev]
§ 4-404:7 [Rev]

§ 4-405:1 [Rev]
§ 4-405:2 [Rev]
§ 4-405:3 [Rev]
§ 4-405:4 [Rev]
§ 4-405:5 [Rev]
§ 4-405:6 [Rev]
§ 4-405:7 [Rev]

§ 4-405:8 [Rev]
§ 4-405:9 [Rev]

§ 4-406:1 [Rev]
§ 4-406:2 [Rev]
§ 4-406:3 [Rev]
§ 4-406:4 [Rev]
§ 4-406:5 [Rev]
§ 4-406:6 [Rev]
§ 4-406:7 [Rev]

§ 4-406:8 [Rev]
§ 4-406:9 [Rev]

XXIV

LawreNcE’s ANDERsON ON THE UCC 3p

— —Timely

How long stop-payment orders effective
Damages

—Particular applications

—Wrongful dishonor of subsequent items
—Burden of proving loss

Waiver and estoppel

Questions of fact

Questions of law

U.C.C. § 4-404 [Rev] Bank Not Obligated to Pay Check More Than

Six Months Old
Official Code Comment
Scope and suggestions
Introduction
Bank not obligated to pay check more than six
months old
Right of bank to pay stale check
—Good faith in paying stale check
—Effect of language on check

U.C.C. § 4-405 [Rev] Death or Incompetence of Customer

Official Code Comment

Scope and suggestions

—Particular applications

Background

Incompetence of customer

Death of customer—Generally

Bank’s right to pay check after knowledge of
customer’s death

—Scope of right to pay

Right of parties in interest to stop payment after
death

U.C.C. § 4-406 [Rev] Customer’s Duty to Discover and Report

Unauthorized Signature or Alteration
Official Code Comment
Scope and suggestions
—Particular applications
Generally
Applicable only to items
—Particular applications
Customer’s duty to examine statement and report

own unauthorized signature and alterations—
When duty arises

— —Particular applications
—Return of items or information sufficient to
identify items



TaBLE oF CONTENTS

§ 4-406:10 [Rev]
§ 4-406:11 [Rev]
§ 4-406:12 [Rev]
§ 4-406:13 [Rev]
§ 4-406:14 [Rev]
§ 4-406:15 [Rev]
§ 4-406:16 [Rev]
§ 4-406:17 [Rev]
§ 4-406:18 [Rev]
§ 4-406:19 [Rev]
§ 4-406:20 [Rev]
§ 4-406:21 [Rev]
§ 4-406:22 [Rev]
§ 4-406:23 [Rev]
§ 4-406:24 [Rev]
§ 4-406:25 [Rev]

§ 4-406:26 [Rev]
§ 4-406:27 [Rev]
§ 4-406:28 [Rev]

§ 4-406:29 [Rev]
§ 4-406:30 [Rev]
§ 4-406:31 [Rev]
§ 4-406:32 [Rev]
§ 4-406:33 [Rev]
§ 4-406:34 [Rev]
§ 4-406:35 [Rev]
§ 4-406:36 [Rev]
§ 4-406:37 [Rev]
§ 4-406:38 [Rev]
§ 4-406:39 [Rev]
§ 4-406:40 [Rev]
§ 4-406:41 [Rev]
§ 4-406:42 [Rev]
§ 4-406:43 [Rev]
§ 4-406:44 [Rev]
§ 4-406:45 [Rev]
§ 4-406:46 [Rev]

§ 4-407:1 [Rev]

—What constitutes sufficient information

— —Particular applications

—Making available or sending of bank statement

— —Particular applications

—Duty of bank to return items

— —Particular applications

—Duty of customer once statement and items are
made available

—What customer should discover

—What constitutes reasonable promptness

— —Particular applications

—Duty upon discovering forgery or alteration

— —Particular applications

—Forged indorsements

— —Particular applications

—DMicro-encoding errors

Customer precluded from asserting unauthorized
signature or alteration for failure timely notify
bank

—Particular applications

—When bank proves loss

Repeat alterations or forgeries by same
wrongdoer

—Particular applications

Bank’s lack of good faith

—Particular applications

Comparative negligence

—Particular applications

—Bank’s duty to exercise ordinary care under old
Article 4

—Duties under Revised Article 4

— —Particular applications

Automatic time limitation on customer

—Particular applications

—When period begins

— —Particular applications

—Not a statute of limitations

— —Particular applications

—Forged indorsements

— —Particular applications

—Double forgeries

Obligation of payor bank to raise U.C.C. § 4-406
[Rev] defense

U.C.C. § 4-407 [Rev] Payor Bank’s Right of Subrogation on Improper

Payment
Official Code Comment

XXV



§ 4-407:2 [Rev]
§ 4-407:3 [Rev]
§ 4-407:4 [Rev]
§ 4-407:5 [Rev]
§ 4-407:6 [Rev]
§ 4-407:7 [Rev]
§ 4-407:8 [Rev

]
§ 4-407:9 [Rev]
§ 4-407:10 [Rev]

§ 4-407:11 [Rev]
§ 4-407:12 [Rev]

§ 4-407:13 [Rev]
§ 4-407:14 [Rev]
§ 4-407:15 [Rev]
§ 4-407:16 [Rev]
§ 4-407:17 [Rev]

LawreNce’s ANDERsON ON THE UCC 3p

Scope and suggestions

—Particular applications

Background

Payor bank’s subrogation rights—In general

—Particular applications

How payor bank’s subrogation rights work

—Particular applications

—Insolvency

—Illustration of application of U.C.C. § 4-407
[Rev]

Situations in which bank has subrogation rights

Practice and procedure—Manner of asserting
subrogation

—Pleading subrogated claim

—dJoinder of subrogation defendants

—Limited effect of decision

Burden of proof—Burden on bank

—Burden on customer

PART 5 [REV] COLLECTION OF DOCUMENTARY

DRAFTS

U.C.C. § 4-501 [Rev] Handling of Documentary Drafts; Duty to Send
for Presentment and to Notify Customer of
Dishonor

§ 4-501:1 [Rev] Official Code Comment

§ 4-501:2 [Rev] Scope and suggestions

§ 4-501:3 [Revl] Documentary draft—Defined

§ 4-501:4 [Rev] —Types of transactions

§ 4-501:5 [Rev] —Form

§ 4-501:6 [Rev] Manner of collection

§ 4-501:7 [Rev] —Time within which payment must be made
§ 4-501:8 [Rev] Duty to send for presentment and to notify

customer of dishonor
§ 4-501:9 [Rev] —Where collecting bank discounts draft
U.C.C. § 4-502 [Rev] Presentment of “On Arrival” Drafts
§ 4-502:1 [Rev] Official Code Comment
§ 4-502:2 [Rev] Scope and suggestions
§ 4-502:3 [Rev] Negotiability of “on arrival drafts.”
§ 4-502:4 [Rev] Duties of collecting bank
§ 4-502:5 [Rev] Where draft presented prematurely
U.C.C. § 4-503 [Rev] Responsibility of Presenting Bank for
Documents and Goods; Report of Reasons for
Dishonor; Referee in Case of Need

Official Code Comment
Scope and suggestions

§ 4-503:1 [Rev]
§ 4-503:2 [Rev]

XXV



TaBLE oF CONTENTS

§ 4-503:3 [Rev] Duties of presenting bank—In general

§ 4-503:4 [Rev] —Delivery of documents to drawee

§ 4-503:5 [Rev] —Upon dishonor

§ 4-503:6 [Rev] — —Determining reasons for dishonor

§ 4-503:7 [Rev] — —Manner of giving notice

§ 4-503:8 [Rev] —No responsibility for goods except as instructed
§ 4-503:9 [Rev] Bank’s right to reimbursement

U.C.C. § 4-504 [Rev] Privilege of Presenting Bank to Deal With
Goods; Security Interest for Expenses
§ 4-504:1 [Rev] Official Code Comment
§ 4-504:2 [Rev] Scope and suggestions
§ 4-504:3 [Rev] Right to store goods
§ 4-504:4 [Rev] Lien for expenses

ARTICLE 4A FUNDS TRANSFERS

PART 1 SUBJECT MATTER AND DEFITIONS

U.C.C. § 4A-101 Short Title

§ 4A-101:1 Official Prefatory Note

§ 4A-101:2 PEB Commentary No. 13

§ 4A-101:3 Scope and suggestions

§ 4A-101:4 Introduction

§ 4A-101:5 What is a funds transfer
U.C.C. § 4A-102 Subject Matter

§ 4A-102:1 Official Code Comment

§ 4A-102:2 Scope and suggestions

§ 4A-102:3 What Article 4A covers

§ 4A-102:4 —Particular applications

§ 4A-102:5 Exclusivity of Article 4A

§ 4A-102:6 —Federal preemption

§ 4A-102:7 —Particular applications

§ 4A-102:8 —Credit card transactions

§ 4A-102:9 —Check payments

§ 4A-102:10 —Debit transactions
U.C.C. § 4A-103 Payment Order—Definitions

§ 4A-103:1 Official Code Comment

§ 4A-103:2 Scope and suggestions

§ 4A-103:3 Prototype funds transfer
§ 4A-103:4 Payment order

§ 4A-103:5 —Particular applications
§ 4A-103:6 Form of payment order

§ 4A-103:7 Content of payment order
§ 4A-103:8 —Amount

§ 4A-103:9 —Unconditional

XXVil



LawreNcE’s ANDERsON oN THE UCC 3p

§ 4A-103:10 —Multiple payments

§ 4A-103:11 —Manner of reimbursement

§ 4A-103:12 —Transmitted directly by sender
§ 4A-103:13 Issuance of payment order

§ 4A-103:14 Sender

§ 4A-103:15 Beneficiary

§ 4A-103:16 Beneficiary’s bank

§ 4A-103:17 —Particular applications

§ 4A-103:18 Receiving bank

§ 4A-103:19 (Amended)
U.C.C. § 4A-104 Funds Transfer—Definitions

§ 4A-104:1 Official Code Comment

§ 4A-104:2 Scope and suggestions

§ 4A-104:3 Funds transfer

§ 4A-104:4 —Example

§ 4A-104:5 Completion of funds transfer
§ 4A-104:6 —Particular applications

§ 4A-104:7 —Manner of transfer

§ 4A-104:8 — —Particular applications
§ 4A-104:9 Intermediary bank

§ 4A-104:10 Originator

§ 4A-104:11 —Particular applications

§ 4A-104:12 Originator’s bank

§ 4A-104:13 (Amended)
U.C.C. § 4A-105 Other Definitions

§ 4A-105:1
§ 4A-105:2
§ 4A-105:3
§ 4A-105:4
§ 4A-105:5
§ 4A-105:6
§ 4A-105:7
§ 4A-105:8
4A-105:9
4A-105:10
4A-105:11
4A-105:12
4A-105:13
4A-105:14
4A-105:15
4A-105:16

LON 0N LN LR LOR 0P 0P LR

Official Code Comment
Scope and suggestions
Authorized account

Bank

Customer

Funds-transfer business day
Funds-transfer system
—Transmission services
—Fedwire

—CHIPS

—Automated clearing house transfers
Good faith

—Particular applications
Proof

Applicability of Article 1
Terms defined in Article 4

2022 Amendments—Payment order

2022 Amendments—Official Comment 3

U.C.C. § 4A-106 Time Payment Order Is Received
§ 4A-106:1 Official Code Comment
§ 4A-106:2 Scope and suggestions

XXViii



TaBLE oF CONTENTS

§ 4A-106:3 Time of receipt

§ 4A-106:4 —Application of U.C.C. § 1-201(27) [U.C.C. § 1-202
[Rev]]

§ 4A-106:5 —Due diligence

§ 4A-106:6 —Duty to forward information

§ 4A-106:7 Cut-off time

§ 4A-106:8 —Post-cut-off time receipt

§ 4A-106:9 Closed day performance

U.C.C. § 4A-107 Federal Reserve Regulations and Operating
Circulars
§ 4A-107:1 Official Code Comment
§ 4A-107:2 Scope and suggestions
§ 4A-107:3 Federal Reserve regulations
§ 4A-107:4 Federal Reserve operating circulars
§ 4A-107:5 Role of Federal Reserve bank
§ 4A-107:6 Execution of funds transfer through Federal Reserve
System
U.C.C. § 4A-108 Relationship to Electronic Funds Transfer Act
§ 4A-108:1 Official Code Comment
§ 4A-108:2 Scope and suggestions
§ 4A-108:3 2012 Amendment
§ 4A-108:4 Extent of federal exclusion
§ 4A-108:5 —Mutually exclusive
§ 4A-108:6 — —Exception
§ 4A-108:7 —Part not covered by EFTA

PART 2 ISSUE AND ACCEPTANCE OF PAYMENT
ORDERS
U.C.C. § 4A-201 Security Procedure

§ 4A-201:1 Official Code Comment

§ 4A-201:2 Scope and suggestions

§ 4A-201:3 Introduction

§ 4A-201:4 “Security procedure” defined

§ 4A-201:5 —Particular applications

§ 4A-201:6 Establishment of a security procedure
§ 4A-201:7 Applicability of security procedure

§ 4A-201:8 (Amended)
§ 4A-201:9 (Amended)
U.C.C. § 4A-202 Authorized and Verified Payment Orders

2022 Amendments
—Security procedure

§ 4A-202:1 Official Code Comment

§ 4A-202:2 Scope and suggestions

§ 4A-202:3 Authorized orders

§ 4A-202:4 —Particular applications

§ 4A-202:5 —Problem of limiting liability to

authorized orders
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§ 4A-202:6

§ 4A-202:7
§ 4A-202:8

§ 4A-202:9

§ 4A-202:10
§ 4A-202:11
§ 4A-202:12

§ 4A-202:13
§ 4A-202:14
§ 4A-202:15
§ 4A-202:16

§ 4A-202:17 (Amended)
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Alterations, unauthorized orders and
amendments

Verified unauthorized orders

—Commercial reasonableness of security
procedure

— —Particular applications

Supplementary instructions

—Form of supplementary instruction

—When supplementary instructions may
be ignored

Good faith

Modification by agreement

—Particular applications

Burden of proof

2022 Amendment

U.C.C. § 4A-203 Unenforceability of Certain Verified Payment Orders

§ 4A-203:1
§ 4A-203:2
§ 4A-203:3

§ 4A-203:4
§ 4A-203:5
§ 4A-203:6
§ 4A-203:7

§ 4A-203:8 (Amended)
§ 4A-203:9 (Amended)
§ 4A-203:10 (Amended)
§ 4A-203:11 (Amended)

Official Code Comment

Scope and suggestions

When verified payment orders
unenforceable

—Amendments and cancellations

Customer’s burden of proof

—Order not caused by agent

Express agreement by bank to suffer
loss

2022 Amendments

—Medium Neutrality

—Reasonableness of security procedure

—Good faith

U.C.C. § 4A-204 Refund of Payment and Duty of Customer To Report

XXX

§ 4A-204:1
§ 4A-204:2
§ 4A-204:3
§ 4A-204:4
§ 4A-204:5
§ 4A-204:6
§ 4A-204:7
§ 4A-204:8
§ 4A-204:9
§ 4A-204:10
§ 4A-204:11

§ 4A-204:12
§ 4A-204:13

With Respect to Unauthorized Payment Order
Official Code Comment
Scope and suggestions
—Particular applications
What is an improperly accepted payment order
—Particular applications
Refund for improper acceptance
Interest on refund
—Estoppel to claim interest
— —Reasonable time
— — —Particular applications
—Loss of interest for breach of duty to notify of
unauthorized payment order
— —Particular applications
Statute of repose
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§ 4A-204:14 —Particular applications
U.C.C. § 4A-205 Erroneous Payment Orders

§ 4A-205:1 Official Code Comment

§ 4A-205:2 Scope and suggestions

§ 4A-205:3 Nature of transmission error

§ 4A-205:4 When no security procedure in place
§ 4A-205:5 When security procedure in place
§ 4A-205:6 —Wrong beneficiary

§ 4A-205:7 —Excessive amount

§ 4A-205:8 —Duplicate payment

§ 4A-205:9 Estoppel of sender

§ 4A-205:10 Recovery of erroneous payment

§ 4A-205:11 Burden of proof

§ 4A-205:12 Modification by agreement

U.C.C. § 4A-206 Transmission of Payment Order Through Funds-

Transfer or Other Communication System

§ 4A-206:1 Official Code Comment

§ 4A-206:2 Scope and suggestions

§ 4A-206:3 Introduction

§ 4A-206:4 Sender’s responsibility for errors by
intermediary

§ 4A-206:5 —Liability of communication system

§ 4A-206:6 (Amended) 2022 Amendments

U.C.C. § 4A-207 Misdescription of Beneficiary

§ 4A-207:1 Official Code Comment

§ 4A-207:2 Scope and suggestions

§ 4A-207:3 Nonexistent or unidentifiable person or
account named as beneficiary

§ 4A-207:4 —Particular applications

§ 4A-207:5 Beneficiary identified by both name and
number

§ 4A-207:6 —Particular applications

§ 4A-207:7 —Payment to named beneficiary

§ 4A-207:8 —Known error

§ 4A-207:9 — —Particular applications

§ 4A-207:10 Liability of originator on payment by
number

§ 4A-207:11 Recovery of mistaken payment by
number

§ 4A-207:12 (Amended) 2022 Amendments

§ 4A-207:13 (Amended)
U.C.C. § 4A-208 Misdescription of Intermediary or Beneficiary’s Bank

—Medium neutrality

§ 4A-208:1 Official Code Comment
§ 4A-208:2 Scope and suggestions
§ 4A-208:3 Bank misidentified by number only
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§ 4A-208:4
§ 4A-208:5

§ 4A-208:6

§ 4A-208:7

§ 4A-208:8 (Amended)
U.C.C. § 4A-209 Acceptance of Payment Order

§ 4A-209:1
§ 4A-209:2
§ 4A-209:3

§ 4A-209:4
§ 4A-209:5
§ 4A-209:6
§ 4A-209:7
§ 4A-209:8
§ 4A-209:9
§ 4A-209:10
§ 4A-209:11

§ 4A-209:12
§ 4A-209:13

§ 4A-209:14
§ 4A-209:15
§ 4A-209:16
§ 4A-209:17
§ 4A-209:18

§ 4A-209:19 (Amended)
U.C.C. § 4A-210 Rejection of Payment Order

§ 4A-210:1
§ 4A-210:2
§ 4A-210:3
§ 4A-210:4
§ 4A-210:5
§ 4A-210:6
§ 4A-210:7
§ 4A-210:8
§ 4A-210:9

§ 4A-210:19 (Amended)
U.C.C. § 4A-211 Cancellation and Amendment of Payment Orders

§ 4A-211:1
§ 4A-211:2
§ 4A-211:3
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Bank identified by name and number

—Indemnification of receiving bank by
bank sender

—Indemnification of receiving bank by
non-bank sender

—Known error

2022 Amendments—Medium neutrality

Official Code Comment

Scope and suggestions

Acceptance by receiving bank that is not
also beneficiary’s bank

—Acceptance by execution

Acceptance by beneficiary’s bank

—Particular applications

—Manner of acceptance

— —Particular applications

— —Payment to beneficiary

— —Notification to beneficiary

— —Receipt of payment by beneficiary’s
bank

— — —Particular applications

— —Order covered by withdrawable
credit in sender’s account

— — —Determining funds-transfer date

— — —Authorized account required

Deferring acceptance until payment

Rejection of payment order

Time payment order may be accepted

2022 Amendments—Section citation

Official Code Comment

Scope and suggestions

Introduction

Purpose of sending notice of rejection
Manner of rejection

When rejection effective

Liability of receiving bank for interest
Finality of acceptance and rejection
Rejection by suspension of payments
2022 Amendments—Medium neutrality

Official Code Comment
Scope and suggestions
Introduction
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§ 4A-211:4 Effect of cancellation

§ 4A-211:5 —Particular applications

§ 4A-211:6 Manner of cancellation or amendment

§ 4A-211:7 Content of cancellation or amendment

§ 4A-211:8 Right to cancel

§ 4A-211:9 Cancellation or amendment before
acceptance

§ 4A-211:10 —Time for amending or canceling
payment order

§ 4A-211:11 Cancellation by operation of law

§ 4A-211:12 —Death or incapacity

§ 4A-211:13 —Bankruptcy

§ 4A-211:14 Cancellation or amendment after
acceptance

§ 4A-211:15 —Right to agree to cancellation or
amendment

§ 4A-211:16 — —By bank that is not beneficiary’s
bank

§ 4A-211:17 — —By beneficiary’s bank

§ 4A-211:18 — — —Unauthorized payment order

§ 4A-211:19 — — —Duplicative payment order

§ 4A-211:20 — — —Wrong beneficiary

§ 4A-211:21 — — —Wrong amount

§ 4A-211:22 — — —Defense on underlying
transaction

§ 4A-211:23 Recovery of payment

§ 4A-211:24 Recovery of loss by receiving bank

§ 4A-211:25 (Amended) 2022 Amendments—Medium neutrality

U.C.C. § 4A-212 Liability and Duty of Receiving Bank Regarding

Unaccepted Order

§ 4A-212:1 Official Code Comment

§ 4A-212:2 Scope and suggestions

§ 4A-212:3 Receiving bank not an agent

§ 4A-212:4 Extent of liability of receiving bank
§ 4A-212:5 —Common law liability

PART 3 EXECUTION OF SENDER’S PAYMENT ORDER
BY RECEIVING BANK
U.C.C. § 4A-301 Execution and Execution Date

§ 4A-301:1 Official Code Comment

§ 4A-301:2 Scope and suggestions

§ 4A-301:3 “Execution” defined

§ 4A-301:4 —Erroneous execution

§ 4A-301:5 “Execution date” defined

§ 4A-301:6 —Setting execution date
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§ 4A-301:7
§ 4A-301:8
§ 4A-301:9
§ 4A-301:10

§ 4A-302:1
§ 4A-302:2
§ 4A-302:3
§ 4A-302:4
§ 4A-302:5
§ 4A-302:6
§ 4A-302:7
§ 4A-302:8
§ 4A-302:9
§ 4A-302:10
§ 4A-302:11
§ 4A-302:12

§ 4A-303:1
§ 4A-303:2
§ 4A-303:3
§ 4A-303:4
§ 4A-303:5

§ 4A-303:6
§ 4A-303:7
§ 4A-303:8
§ 4A-303:9

§ 4A-304:1
§ 4A-304:2
§ 4A-304:3
§ 4A-304:4
§ 4A-304:5

§ 4A-305:1
§ 4A-305:2
§ 4A-305:3
§ 4A-305:4

§ 4A-305:5
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—Setting payment date

— —Effect on execution date

Effect of cut-off time of receiving bank
Execution before or after execution date

U.C.C. § 4A-302 Obligations of Receiving Bank in Execution of

Payment Order
Official Code Comment
Scope and suggestions
Duties upon execution
—Particular applications
—Means of transmission
—Payment date stated
Content of executing order
Transmission means designated
—Exception
Transmission means not designated
Intermediary bank designated
Deduction of expenses

U.C.C. § 4A-303 Erroneous Execution of Payment Order

Official Code Comment

Scope and suggestions

Excess or duplicating payment error

Underpayment error

—Resulting from receiving bank’s proper deduction of
expenses

Wrong beneficiary designation

Restitution

—Particular applications

Relation to U.C.C. § 4A-402

U.C.C. § 4A-304 Duty of Sender To Report Erroneously Executed

Payment Order
Official Code Comment
Scope and suggestions
Detection of erroneous execution
Notice to receiving bank of erroneous execution

Effect of breach of duty to detect or notify receiving
bank of erroneous execution

U.C.C. § 4A-305 Liability for Late or Improper Execution or Failure

To Execute Payment Order
Official Code Comment
Scope and suggestions
Liability for delay in payment
Liability for improper execution of
payment order
—Consequential damages
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§ 4A-305:6 Attorney’s fees
§ 4A-305:7 Limitation of liability of receiving bank
§ 4A-305:8 (Amended) 2022 Amendments—Medium neutrality

PART 4 PAYMENT
U.C.C. § 4A-401 Payment Date
§ 4A-401:1 Official Code Comment
§ 4A-401:2 Scope and suggestions
§ 4A-401:3 “Payment date” defined
§ 4A-401:4 Determination of payment date
U.C.C. § 4A-402 Obligation of Sender To Pay Receiving Bank
§ 4A-402:1 Official Code Comment
§ 4A-402:2 Scope and suggestions
§ 4A-402:3 Obligation of sender—Beneficiary’s bank
§ 4A-402:4 —To receiving banks other than beneficiary’s bank
§ 4A-402:5 Money-back guarantee
§ 4A-402:6 —Effect upon insolvency of intermediary bank
§ 4A-402:7 Refund to sender of excess payment
U.C.C. § 4A-403 Payment by Sender to Receiving Bank
§ 4A-403:1 Official Code Comment
§ 4A-403:2 Scope and suggestions
§ 4A-403:3 Account debiting
§ 4A-403:4 Federal Reserve bank or clearing house settlement
§ 4A-403:5 Funds-transfer system settlement
§ 4A-403:6 Crediting receiving bank
§ 4A-403:7 Debiting sender’s account with receiving bank
§ 4A-403:8 Mutual setoffs
§ 4A-403:9 Other cases
U.C.C. § 4A-404 Obligation of Beneficiary’s Bank To Pay and Give
Notice to Beneficiary
§ 4A-404:1 Official Code Comment
§ 4A-404:2 Scope and suggestions
§ 4A-404:3 —Particular applications
§ 4A-404:4 Duty of beneficiary’s bank to pay beneficiary
§ 4A-404:5 Time when payment due by beneficiary’s bank
§ 4A-404:6 Notice of recipt of order by beneficiary’s bank
§ 4A-404:7 —Content of notice
§ 4A-404:8 —Time of giving notice
§ 4A-404:9 —Manner of giving notice
§ 4A-404:10 —Damages for failure to give notice
§ 4A-404:11 Recovery of damages by beneficiary against
beneficiary’s bank for refusal to pay
§ 4A-404:12 Defense of beneficiary’s bank to liability
U.C.C. § 4A-405 Payment by Beneficiary’s Bank to Beneficiary
§ 4A-405:1 Official Code Comment
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§ 4A-405:2
§ 4A-405:3
§ 4A-405:4

§ 4A-405:5
§ 4A-405:6
§ 4A-405:7
§ 4A-405:8
§ 4A-405:9
§ 4A-405:10
§ 4A-405:11
§ 4A-405:12
§ 4A-405:13

§ 4A-406:1
§ 4A-406:2
§ 4A-406:3
§ 4A-406:4
§ 4A-406:5
§ 4A-406:6
§ 4A-406:7
§ 4A-406:8
§ 4A-406:9

§ 4A-501:1
§ 4A-501:2
§ 4A-501:3
§ 4A-501:4
§ 4A-501:5

§ 4A-502:1
§ 4A-502:2
§ 4A-502:3
§ 4A-502:4
§ 4A-502:5
§ 4A-502:6

§ 4A-502:7
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Scope and suggestions

Introduction

Payment by crediting account or paying debt of
beneficiary

—Particular applications

—Notification of right to withdraw credit

—Debt payment

—Otherwise makes available

Beneficiary’s account not credited

Provisional payment to beneficiary

—Funds-transfer rule

— —Conditions

Payment order transmitted over funds-transfer system
that nets obligations multilaterally

U.C.C. § 4A-406 Payment by Originator to Beneficiary; Discharge of

Underlying Obligation
Official Code Comment
Scope and suggestions
When originator’s debt paid
—Particular applications
—Exception to discharge of originator’s debt
—Application of rule
Effect of deduction of transfer charges
Subrogation of originator to beneficiary’s rights
Modification by agreement

PART 5 MISCELLANEOUS PROVISIONS
U.C.C. § 4A-501 Variation by Agreement and Effect of Funds-Transfer

System Rule
Official Code Comment
Scope and suggestions
Variation by agreement
—Particular applications
Superiority of funds-transfer system rule

U.C.C. § 4A-502 Creditor Process Served on Receiving Bank; Setoff by

Beneficiary’s Bank
Official Code Comment
Scope and suggestions
—Particular applications
“Creditor process” defined
Creditors of originator
Beneficiary’s account in beneficiary’s bank credited
with payment order
—Withdrawal by beneficiary
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§ 4A-502:8 Service of creditor process not grounds for rejecting
payment order
§ 4A-502:9 Which banks are subject to creditor process
§ 4A-502:10 —Particular applications
U.C.C. § 4A-503 Injunction or Restraining Order With Respect to
Funds-Transfer
§ 4A-503:1 Official Code Comment
§ 4A-503:2 Scope and suggestions
§ 4A-503:3 —Particular applications
§ 4A-503:4 When injunction may issue
§ 4A-503:5 Who and what may be enjoined
§ 4A-503:6 Who and what may not be enjoined
U.C.C. § 4A-504 Order in Which Items and Payment Order May Be
Charged to Account; Order of Withdrawals From
Account
§ 4A-504:1 Official Code Comment
§ 4A-504:2 Scope and suggestions
§ 4A-504:3 Order in charging account
§ 4A-504:4 Order of withdrawal of credits
U.C.C. § 4A-505 Preclusion of Objection to Debit of Customer’s
Account
§ 4A-505:1 Official Code Comment
§ 4A-505:2 Scope and suggestions
§ 4A-505:3 —Particular applications
§ 4A-505:4 Time limitation on objection to payment
§ 4A-505:5 —Particular applications
§ 4A-505:6 Manner of giving notice
§ 4A-505:7 Content of notice to customer
§ 4A-505:8 Content of objecting notice by customer
§ 4A-505:9 —Particular applications
U.C.C. § 4A-506 Rate of Interest
§ 4A-506:1 Official Code Comment
§ 4A-506:2 Scope and suggestions
§ 4A-506:3 Agreed or established rate of interest
§ 4A-506:4 Federal funds formula
§ 4A-506:5 Interest credit when receiving bank not at fault
U.C.C. § 4A-507 Choice of Law
§ 4A-507:1 Official Code Comment
§ 4A-507:2 Scope and suggestions
§ 4A-507:3 Law of the state of the receiving bank
§ 4A-507:4 Law of the state of the beneficiary’s bank
§ 4A-507:5 Selection of state law by agreement of the parties
§ 4A-507:6 Selection of choice of law by funds-transfer system
rule—Participating banks
§ 4A-507:7 —Nonparticipating parties
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§ 4A-507:8 —Conflicting choice of law rule of multiple funds-
transfer systems
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