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Does a lender have the right to foreclose its mortgage if a payoff of such mortgage
is made by wire transfer, but the payment does not make it to the lender’s
account? A recent case[1], heard on appeal by the New York Supreme Court
Appellate Division, Second Department (the “Court”), explored this issue,
specifically looking to the language of Ar�cle 4-A of the Uniform Commercial Code
(“UCC”), which governs “funds transfer”[2] or what we commonly refer to as a
“wire transfer,” to issue its ruling.

The plain�ff in the case, U.S. Bank Na�onal Associa�on (“US Bank”), was the holder
of a mortgage on certain real property located in Bay Shore, New York (the “Bay
Shore Property”). The mortgage was serviced by Ocwen Loan Servicing, LLC
(“Ocwen”).

Around August 5, 2011, the defendant, Peter Zaccagnino (“Zaccagnino”),
purchased the Bay Shore Property. The terms of the purchase and sale included an
agreement that US Bank’s mortgage on the Bay Shore Property (the “Bay Shore
Mortgage”) would be sa�sfied by a wire transfer in the amount of $96,500 to
Ocwen on or before August 26, 2011.

Ocwen provided to Zaccagnino and Zaccagnino’s a�orney, Joseph A. Faria (“Faria”),
the account informa�on for Ocwen’s bank account, held at Wells Fargo, where the
payoff wire transfer was to be sent, along with the loan number of the loan being
paid off.

On or about August 5, 2011, Faria provided to TD Bank, wire transfer instruc�ons
for the payoff, which included Ocwen’s Wells Fargo account number and the loan
number for the loan that was being paid off, and TD Bank ini�ated the wire transfer
to Ocwen’s Wells Fargo account. The funds arrived at Wells Fargo, but Ocwen never
received the funds. US Bank subsequently commenced an ac�on to foreclose on
the Bay Shore Mortgage.
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Zaccagnino moved for summary judgment, ci�ng the affirma�ve defense of
payment based on the wire transfer made by TD Bank on Faria’s instruc�on, to
Ocwen’s Wells Fargo account, which the lower court granted.

On appeal, the Court looked to Ar�cle 4-A of the UCC to determine whether the
lower court’s order should be affirmed. The Court found, for the purposes of the
UCC, that Faria was the originator[3], TD Bank was the originator’s bank, Ocwen
was the beneficiary, and Wells Fargo was the beneficiary’s bank.

In the case at hand, the par�es did not dispute whether the payoff wire transfer
was received by Wells Fargo in the amount required for the Bay Shore Mortgage
payoff. Rather, the par�es disputed whose fault it was that the payment was never
credited to Ocwen’s Wells Fargo account. US Bank argued that Zaccagnino had not
sa�sfied his obliga�on to pay off the Bay Shore Mortgage, because even though
the funds had been transferred to Wells Fargo, Ocwen never received the funds.

The Court disagreed, affirming the lower court’s decision to grant summary
judgment in favor of Zaccagnino based on Zaccagnino’s affirma�ve defense of
payment. Ci�ng Sec�on 4-A-406 of the UCC, which provides that (subject to
excep�ons not applicable to the case at hand), “the originator of a funds transfer
pays the beneficiary of the originator’s payment order (i) at the �me a payment
order for the benefit of the beneficiary is accepted by the beneficiary’s bank in the
funds transfer and (ii) in an amount equal to the amount of the order accepted by
the beneficiary’s bank, but not more than the amount of the originator’s order”[4],
the court determined that US Bank had been paid when Faria caused TD Bank to
make the wire transfer to Ocwen’s Wells Fargo account, and Wells Fargo accepted
the wire transfer. The “reason” that the wire transfer was “misplaced” was not
relevant.

The Court further determined that Zaccagnino’s obliga�on to pay off the Bay Shore
Mortgage had been sa�sfied based on Sec�on 4-A-406(b) of the UCC, which
provides that if payment is made to sa�sfy an obliga�on, as described in the
preceding paragraph, “the obliga�on is discharged to the same extent discharge
would result from payment to the beneficiary of the same amount in money. . .
.”[5].

When an obligor makes a wire transfer to sa�sfy an obliga�on, in accordance with
the terms of the UCC, the wire transfer is received by the beneficiary’s bank, and
the funds are subsequently “misplaced”, such “misplacement” is not sufficient
grounds for the beneficiary to successfully claim that the obligor has failed to
sa�sfy its obliga�on, regardless of who is at fault for the “misplacement” of the
funds. In fact, such circumstance is sufficient for the obligor to successfully claim
that it has sa�sfied said obliga�on.

According to Ar�cle 4-A of the UCC then, once a funds transfer is ini�ated by an
originator, made by the originator’s bank, and accepted by the beneficiary’s bank,
the beneficiary is deemed to have been paid, and any related obliga�on of the
originator that was to be sa�sfied by payment to the beneficiary of such funds by
wire transfer, is deemed sa�sfied, notwithstanding whether the beneficiary’s bank
actually credits the beneficiary’s account with such funds.

[1] U.S. Bank N.A. v. Zaccagnino, NY Slip Op. 01208 [214 AD3d 754] (2023).



[2] “Funds transfer” means the series of transac�ons, beginning with the
originator’s payment order, made for the purpose of making payment to the
beneficiary of the order. The term includes any payment order issued by the
originator’s bank or an intermediary bank intended to carry out the originator’s
payment order. A funds transfer is completed by acceptance by the beneficiary’s
bank of a payment order for the benefit of the beneficiary of the originator’s
payment order. Uniform Commercial Code - § 4A-104(a).

[3] “Originator” means the sender of the first payment order in a funds transfer.
Uniform Commercial Code - § 4A-104(c).

[4] Uniform Commercial Code - § 4A-406(a).

[5] Uniform Commercial Code - § 4A-406(b).


