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DESCRIPTION 
As payment methods become more technologically advanced, fraud losses for financial institutions are increasing.  In fact, 
it is estimated that fraud losses on bank deposit accounts are costing the banking industry close to $2 billion each year.  
Fraud on a deposit account can occur in a variety of ways, including forging, altering and counterfeiting checks, 
performing unauthorized transactions with electronic or other digital entries, or fraudulently depositing checks with remote 
deposit capture technology.  Unfortunately, while it is clear the fraudster is liable for the loss incurred, the reality is the 
crook’s whereabouts are unknown.  Therefore, the only parties remaining in the picture are innocent customers and 
banks.  This raises the question of who will take the loss when everyone is innocent?  Each of these frauds has its own 
sets of laws, regulations and rules which govern the allocation of losses.  Unfortunately, most financial institutions do not 
fully understand their legal rights and responsibilities for dealing with each type of deposit account fraud when losses 
occur. This course will focus on the laws, regulations and rules that allocate loss on the most common payment system 
frauds that occur on deposit accounts. 
 
Topics covered: 

• Coverage of the pertinent terminology used in payments systems; 
• A review of the pertinent loss allocation rules of: 

o Uniform Commercial Code Articles 3, 4 and 4a; 
o Expedited Funds Availability Act (Federal Reserve Regulation CC) 
o Electronic Funds Transfer Act (Regulation E) 
o National Automated Clearing House Association Rules 
o Electronic Check Clearing House Association Rules 
o Federal Reserve Regulation J 

• Appling the loss allocation rules to various payments systems problems, whether occurring by check, electronic 
transfers, or digital payments; 

• Understanding how payment system innovations are affecting loss allocation rules; 
• Reviewing the provisions that should be included in every deposit account agreement to ensure that the financial 

institution has taken the appropriate steps to protect itself from loss liability. 
 
PURPOSE 
Real life examples are used to demonstrate how fraud losses are allocated between parties.  Upon completion of the 
course students should be able to properly allocate fraud loss by applying the laws, regulations and rules to various real-
life examples. 
 
OBJECTIVES 
After successful completion of the course, students will be able to: 

1) Understand the legal components of each fraud; 
2) Describe the applicable laws, regulations and rules pertaining to each fraud; 
3) Properly allocate the loss resulting from various examples of fraud; 
4) Predict how losses from fraud should be allocated as future payment technologies are developed. 

 
FEATURES 
The course uses lecture, interactive participant activities and discussion. 

 


