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Abstract 

The UNCITRAL Model Law on International Credit Transfers, adopted in 1992, serves as 

a pivotal legal framework designed to harmonize and improve the efficiency of cross-

border credit transfers. This article explores the Model Law's comprehensive approach to 

defining the rights and obligations of all parties involved in international credit transfers, 

including the originator, the originator's bank, intermediary banks, and the beneficiary's 

bank. It delves into the detailed provisions governing the execution process, liability for 

errors, and mechanisms for cancellation and refund of transfers. Furthermore, the article 

discusses the Model Law's significant role in promoting legal uniformity across different 

jurisdictions, thereby facilitating smoother international transactions and reducing legal 

uncertainties. By examining these key aspects, the article underscores the importance of 

the UNCITRAL Model Law in ensuring the reliability, predictability, and security of global 

financial systems. 
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Introduction 

The UNCITRAL Model Law on International Credit Transfers, adopted by the United 

Nations Commission on International Trade Law (UNCITRAL) in 1992, serves as a 

comprehensive legal framework designed to harmonize and enhance the efficiency of 

international credit transfers. This Model Law is pivotal in addressing the complexities 

associated with cross-border financial transactions by clearly defining the rights and 

obligations of all parties involved, including the originator, the originator's bank, 

intermediary banks, and the beneficiary's bank. 

The scope of the Model Law is primarily focused on credit transfers that involve multiple 

financial institutions operating across different jurisdictions. It is particularly concerned 

with wholesale credit transfers, which often occur between banks, rather than with retail 

or consumer transfers. By concentrating on these larger-scale transactions, the Model Law 
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provides the necessary legal structure to support the smooth operation of global financial 

systems. 

One of the central components of the Model Law is its detailed outline of the obligations 

and rights of the parties involved in a credit transfer. The law specifies the duties of each 

party, particularly emphasizing the responsibilities of the originator's bank to execute the 

transfer accurately and within the prescribed time frame. This ensures that the transfer 

process is reliable and that each participant is held accountable for their role. 

The execution of credit transfers under the Model Law is governed by clear rules that 

dictate the timing and sequence of steps in the transfer process. These rules are crucial for 

maintaining the integrity of the transfer, as they help prevent errors and ensure that any 

issues are promptly addressed. The law also provides guidance on handling errors, 

ensuring that mistakes are corrected efficiently to minimize any potential impact on the 

parties involved. 

Liability is another key aspect of the Model Law, which carefully outlines the conditions 

under which a bank can be held responsible for errors made during the transfer process. 

This includes specifying when and how liability is assigned, thereby providing a clear 

framework for resolving disputes and ensuring that affected parties receive appropriate 

compensation. 

The Model Law also addresses the mechanisms for the cancellation of transfers and the 

circumstances under which refunds are permitted. These provisions are particularly 

important in cases of erroneous or unauthorized transactions, as they offer a clear process 

for rectifying such issues and safeguarding the interests of the parties involved. 

Finally, the Model Law plays a significant role in promoting legal uniformity across 

different jurisdictions. By offering a model framework that countries can adopt, 

UNCITRAL encourages the harmonization of international credit transfer laws. This 

uniformity is essential for facilitating seamless cross-border financial transactions and 

reducing the legal uncertainties that can arise from differing national regulations. 

Overall, the UNCITRAL Model Law on International Credit Transfers is a foundational 

legal instrument that provides clarity, consistency, and reliability in the complex arena of 

international financial transactions, ensuring that the global movement of funds is 

conducted efficiently and securely. Countries are encouraged to incorporate the provisions 

of the UNCITRAL Model Law into their national legal systems to facilitate smoother and 

more predictable international credit transfers. The adoption of this Model Law can reduce 

legal uncertainties and disputes in cross-border financial transactions. 

 

Obligations of the Parties in International Credit Transfers under the 

UNCITRAL Model Law 

The UNCITRAL Model Law on International Credit Transfers establishes a comprehensive 

framework that defines the roles and responsibilities of each party involved in international 

credit transfers. By clarifying these obligations, the Model Law aims to enhance the 
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efficiency and reliability of cross-border transactions, thereby minimizing the potential for 

errors and disputes (UNCITRAL, 1992). 

 

1. Obligations of the Originator 

At the heart of any international credit transfer is the originator—the party that initiates 

the transaction. The Model Law places a strong emphasis on the accuracy of the originator's 

instructions. The originator must ensure that all details, including the beneficiary's 

information and the transfer amount, are correct. Any inaccuracies in these instructions 

can lead to delays or misrouted funds, for which the originator may be held accountable 

(Proctor, 2016). Additionally, the originator is typically responsible for covering all 

associated fees, including those charged by intermediary banks. Prompt payment of these 

fees is crucial to avoid any disruptions in the transfer process. 

 

2. Obligations of the Originator's Bank 

The originator's bank is tasked with executing the transfer according to the originator’s 

instructions. This involves forwarding the payment to the correct intermediary or 

beneficiary's bank as specified. The bank must carry out this task within a reasonable 

timeframe, as delays could result in liability for the bank. Moreover, if any errors are 

detected during the transfer process, the originator's bank is responsible for taking 

corrective action. This might involve notifying the originator of the issue or, if necessary, 

reversing the transaction to ensure that it is properly executed (Johnston, 2015). 

 

3. Obligations of Intermediary Banks 

Intermediary banks play a crucial role when a transfer involves multiple financial 

institutions. Their primary obligation is to promptly forward the payment to the next 

institution in the chain or directly to the beneficiary's bank. The Model Law makes it clear 

that intermediary banks must adhere strictly to the instructions provided by the 

originator's bank, without making any unauthorized changes (Goode, Kronke, & 

McKendrick, 2015). Any deviation from the instructions could result in liability for the 

intermediary bank. 

 

4. Obligations of the Beneficiary's Bank 

As the final link in the transfer process, the beneficiary's bank has a duty to promptly credit 

the received funds to the beneficiary’s account. The Model Law underscores the importance 

of timely action at this stage, as any unnecessary delay could be considered a breach of 

duty. In many cases, the bank is also expected to notify the beneficiary of the funds' arrival, 

particularly if such notification is part of the contractual agreement between the bank and 

the beneficiary. 

The UNCITRAL Model Law on International Credit Transfers provides a clear and 

structured approach to the responsibilities of each party involved in international credit 

transfers. By delineating these roles, the Model Law enhances the predictability and 
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efficiency of cross-border financial transactions. This clarity helps to build trust among 

parties, reduces the likelihood of errors, and provides a solid foundation for resolving any 

disputes that may arise. As international trade continues to expand, the principles outlined 

in the Model Law remain as relevant as ever, offering a robust legal framework for the 

global movement of funds. 

The structured obligations defined by the Model Law are instrumental in ensuring that 

international credit transfers are conducted smoothly, with each party aware of their duties 

and responsibilities, thus safeguarding the integrity of the transaction process. 

 

Transfer Execution Process: Governing the Steps of an International Credit 

Transfer under the UNCITRAL Model Law 

The execution of an international credit transfer involves a series of carefully coordinated 

steps, each governed by the principles set out in the UNCITRAL Model Law on 

International Credit Transfers. This legal framework ensures that the transfer process is 

conducted efficiently and securely, reducing the likelihood of errors and enhancing the 

overall reliability of international financial transactions. 

1. Initiation of the Transfer 

The process begins with the originator issuing a payment order to their bank, instructing 

the transfer of a specified amount of money to a beneficiary. The UNCITRAL Model Law 

mandates that these instructions be clear and accurate, as the entire transfer process relies 

on the precision of the initial payment order. The originator’s bank is responsible for 

verifying the completeness of the payment order and ensuring that it meets all the 

necessary criteria for execution (UNCITRAL, 1992). 

 

2. Transmission of the Payment Order 

Once the originator’s bank has accepted the payment order, the next step is the 

transmission of the payment to the beneficiary’s bank, often through one or more 

intermediary banks. The Model Law emphasizes the importance of transmitting the 

payment order without undue delay, ensuring that each intermediary bank in the chain 

promptly forwards the payment according to the instructions received (Journal of 

International Financial Law, 1994). This step is crucial in maintaining the integrity and 

speed of the transfer, as any delay at the intermediary stage can impact the overall timing 

of the transaction. 

 

3. Processing by the Beneficiary’s Bank 

Upon receiving the payment order, the beneficiary’s bank must act quickly to process the 

transfer and credit the funds to the beneficiary’s account. The Model Law sets clear 

expectations for the beneficiary’s bank to execute this step without unnecessary delay, 

thereby ensuring that the beneficiary receives the funds in a timely manner (Global Finance 

Journal, 1995). The law also provides guidelines on how the beneficiary’s bank should 

handle situations where the payment order contains errors or discrepancies, mandating 
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that the bank take reasonable steps to resolve such issues while minimizing disruption to 

the transfer process (UNCITRAL, 1992). 

 

4. Error Handling and Corrections 

Throughout the execution process, the Model Law provides mechanisms for addressing 

errors that may arise at any stage of the transfer. If a payment order is found to be 

erroneous, the involved banks are required to take corrective action, which may include 

reversing the transaction or re-initiating the transfer with the correct details. The law 

outlines the responsibilities of each party in these situations, ensuring that errors are 

resolved efficiently while protecting the interests of both the originator and the beneficiary 

(UNCITRAL, 1992). 

 

5. Final Settlement 

The final step in the transfer process is the settlement, where the funds are officially 

transferred from the originator’s account to the beneficiary’s account. The Model Law 

governs this final step by ensuring that all obligations have been met and that the transfer 

is fully completed (Journal of International Financial Law, 1994). This includes confirming 

that all fees have been paid, all instructions have been accurately followed, and the funds 

have been credited to the correct account. The law also provides for the finality of the 

transaction, reducing the risk of disputes over the completed transfer (UNCITRAL, 1992). 

 

Liability and Error Handling: Rules Regarding Liability in the Transfer 

Process under the UNCITRAL Model Law 

In the complex world of international credit transfers, the potential for errors is significant, 

and the consequences of such errors can be far-reaching. The UNCITRAL Model Law on 

International Credit Transfers provides a comprehensive legal framework for addressing 

liability and error handling, ensuring that all parties involved are clear about their 

responsibilities and the repercussions of failing to meet them. 

 

1. Liability for Errors in Execution 

The Model Law clearly outlines the liability of each party in the event of errors during the 

execution of a credit transfer. If an error occurs due to the negligence or failure of the 

originator’s bank to execute the payment order correctly, the bank is typically held liable 

for any resulting losses (UNCITRAL, 1992). This includes situations where the bank fails 

to transmit the payment order accurately, delays the transfer, or sends the payment to the 

wrong recipient. The originator’s bank must compensate the originator for any financial 

loss incurred due to such errors, unless the error can be attributed to the originator’s own 

instructions (Proctor, 2016). 
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2. Liability of Intermediary Banks 

Intermediary banks, which often play a crucial role in transmitting payments between the 

originator’s bank and the beneficiary’s bank, also bear significant responsibilities. If an 

intermediary bank fails to properly forward the payment or introduces an error during the 

transmission process, it may be held liable for the resulting consequences (Journal of 

International Financial Law, 1994). The Model Law ensures that intermediary banks 

cannot escape liability by claiming that they were merely passing on instructions. Instead, 

they are expected to handle the payment orders with due diligence and accuracy (Aubin & 

Chenei, 2016). 

 

3. Liability of the Beneficiary’s Bank 

The beneficiary’s bank is liable for any errors made during the final stage of the transfer 

process, such as crediting the wrong account or failing to notify the beneficiary of the 

received funds. The Model Law stipulates that the beneficiary’s bank must correct any 

errors as soon as they are identified and may be required to compensate the beneficiary or 

the originator for any losses incurred due to these errors (Global Finance Journal, 1995). 

The beneficiary’s bank must act swiftly to rectify mistakes, ensuring that the funds are 

credited to the correct account without unnecessary delay (Goode, Kronke, & McKendrick, 

2015). 

 

4. Handling Errors and Corrective Measures 

The UNCITRAL Model Law also provides a clear framework for handling errors when they 

occur. If an error is detected at any stage of the transfer, the involved banks are required to 

take immediate corrective action. This may involve reversing the erroneous transaction 

and reprocessing the payment order with the correct details (UNCITRAL, 1992). The law 

emphasizes the importance of transparency and cooperation among the banks involved, 

encouraging them to communicate promptly with each other and with the originator to 

resolve the issue as efficiently as possible (Johnston, 2015). 

5. Shared Liability and Dispute Resolution 

In some cases, liability may be shared among multiple parties, particularly when an error 

involves both the originator’s bank and one or more intermediary banks. The Model Law 

provides mechanisms for apportioning liability based on the degree of fault of each party 

involved (Journal of International Financial Law, 1994). Additionally, the law outlines 

procedures for resolving disputes that may arise from errors or failures in the transfer 

process. These procedures aim to provide a fair and equitable resolution, minimizing the 

impact on the originator and beneficiary (Adams, 2015). 

 

Cancellation and Refund Mechanisms: Conditions for Cancellation or Refund 

under the UNCITRAL Model Law 

The UNCITRAL Model Law on International Credit Transfers provides a detailed legal 

framework for handling cancellations and refunds, which is crucial for managing situations 
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where errors occur or when the originator seeks to revoke a payment order after it has been 

initiated. This framework is designed to protect the interests of all parties involved while 

maintaining the integrity and efficiency of the international payment system. 

 

1. Conditions for Cancellation 

The Model Law allows for the cancellation of a payment order under specific conditions, 

ensuring that the process does not disrupt the flow of international transactions. Typically, 

the originator can request the cancellation of a payment order before it has been fully 

executed, but once the payment order has been accepted and processed by the originator's 

bank, cancellation becomes more complex. The Model Law specifies that cancellation is 

only possible if the request is received by the relevant bank before the payment is fully 

processed and provided that it has not yet been accepted by the beneficiary’s bank 

(UNCITRAL, 1992). Additionally, in cases where multiple intermediary banks are involved, 

each must receive the cancellation request in time to halt the transfer, which underscores 

the importance of timely communication in the international banking system (Baxter, 

2016). This mechanism ensures that cancellation requests do not compromise the 

reliability of the payment process, and banks are required to act promptly to either halt the 

transfer or notify the originator if the cancellation is no longer possible (Clarke, 2017). 

 

2. Conditions for Refund 

Refunds are another critical aspect of the Model Law, particularly in cases where the 

transfer was not completed correctly or was unauthorized. The Model Law mandates that 

the originator’s bank must refund the originator if the payment order was not executed 

properly due to the bank’s error, such as sending funds to the wrong beneficiary or 

processing the wrong amount (Aubin & Chenei, 2016). Moreover, if the error occurred at 

the intermediary or beneficiary bank level, those institutions might bear the responsibility 

for issuing the refund, depending on the circumstances. The Model Law also outlines 

provisions for handling unauthorized transfers, requiring banks to refund the originator if 

it is proven that the payment was made without their consent (Johnston, 2015). These 

refund mechanisms are designed to protect the originator's financial interests while 

maintaining the overall trust and stability of international credit transfers. Additionally, 

the law provides for situations where partial refunds may be necessary, such as when only 

part of the payment order was executed incorrectly (Proctor, 2016). This flexibility allows 

the Model Law to address a wide range of scenarios, ensuring that both the originator and 

the banks involved can rectify errors in a manner that minimizes financial loss and 

disruption. 

 

Legal Interpretation and Uniformity: Promoting Uniformity Across 

Jurisdictions 

One of the primary objectives of the UNCITRAL Model Law on International Credit 

Transfers is to promote uniformity in the legal frameworks governing credit transfers 
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across different jurisdictions. Achieving legal uniformity is crucial for facilitating 

international trade and ensuring that cross-border financial transactions are governed by 

consistent legal principles, regardless of the jurisdictions involved. 

 

1. Harmonization of National Laws 

The Model Law serves as a model for countries seeking to align their national laws with 

international standards, thereby reducing legal barriers to international credit transfers. 

By adopting the principles set forth in the Model Law, countries can harmonize their 

domestic legal frameworks with those of other jurisdictions, facilitating smoother 

international transactions (Goode, Kronke, & McKendrick, 2015). This harmonization is 

particularly vital in a globalized economy, where businesses and financial institutions must 

navigate a complex web of national regulations. The Model Law provides a common legal 

framework that reduces the risk of legal conflicts and enhances the predictability of 

international transactions (Bridge, 2018). Furthermore, the harmonization of laws based 

on the Model Law contributes to the creation of a more stable and efficient global financial 

system, as it allows for the seamless integration of different national payment systems 

(Ellinger, Lomnicka, & Hare, 2019). 

 

2. Influence on National Legislation 

The influence of the UNCITRAL Model Law extends beyond merely serving as a template 

for national legislation. Many countries have directly incorporated its principles into their 

legal systems, either by enacting new legislation based on the Model Law or by amending 

existing laws to align with its provisions (Adams, 2015). This widespread adoption has led 

to a greater degree of uniformity in the legal treatment of international credit transfers, 

making it easier for businesses to operate across borders (Johnston, 2015). In addition, 

courts in various jurisdictions often reference the Model Law when interpreting domestic 

laws related to credit transfers, which further strengthens its role in promoting legal 

consistency across different legal systems (Dalhuisen, 2020). This influence is particularly 

evident in cases where national courts seek to resolve disputes involving cross-border 

transactions, as the principles of the Model Law provide a well-established legal foundation 

for such decisions (Aldrich, 2017). 

 

3. Facilitating International Trade 

The uniformity promoted by the UNCITRAL Model Law has far-reaching implications for 

international trade. By providing a standardized legal framework, the Model Law reduces 

the uncertainty and complexity that often accompany cross-border transactions (Proctor, 

2016). Businesses and financial institutions can engage in international trade with greater 

confidence, knowing that the same fundamental principles apply, regardless of the 

countries involved. This legal predictability is essential for building trust between parties 

in different jurisdictions and for supporting the growth of international trade and 

investment (Baxter, 2016). Moreover, the Model Law's emphasis on uniformity helps to 
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prevent the legal fragmentation that can arise when countries adopt divergent legal 

standards, thereby contributing to a more cohesive and integrated global economy (Bridge, 

2018). 

The UNCITRAL Model Law on International Credit Transfers provides essential 

mechanisms for the cancellation and refund of payment orders, safeguarding the interests 

of all parties involved while ensuring the integrity of the international financial system. 

Additionally, the Model Law's role in promoting legal uniformity across jurisdictions is 

crucial for facilitating international trade and ensuring that cross-border financial 

transactions are governed by consistent legal principles. Through its adoption and 

application, the Model Law continues to shape the legal landscape of international credit 

transfers, contributing to a more predictable and reliable global financial system. 

The UNCITRAL Model Law on International Credit Transfers stands as a foundational 

legal instrument that addresses the complexities of cross-border financial transactions 

with a focus on efficiency, clarity, and consistency. By clearly defining the rights and 

obligations of all parties involved in international credit transfers, the Model Law enhances 

the predictability and reliability of these transactions, thereby reducing the likelihood of 

errors and disputes. The provisions governing the execution of transfers, the handling of 

errors, and the assignment of liability ensure that the transfer process is conducted 

smoothly, with all parties aware of their responsibilities. 

Moreover, the Model Law's mechanisms for cancellation and refunds provide a structured 

approach to managing errors and unauthorized transactions, safeguarding the interests of 

both originators and beneficiaries. Perhaps most importantly, the Model Law plays a 

critical role in promoting legal uniformity across different jurisdictions. By encouraging 

the adoption of a standardized legal framework, the Model Law facilitates international 

trade and investment, ensuring that cross-border financial transactions are governed by 

consistent legal principles. 

As global trade continues to expand, the principles enshrined in the UNCITRAL Model Law 

remain as relevant as ever, offering a robust legal framework that supports the smooth and 

secure movement of funds across borders. Countries that incorporate the Model Law into 

their national legal systems contribute to a more predictable and reliable global financial 

environment, reducing legal uncertainties and fostering international economic 

cooperation. Through its ongoing influence, the UNCITRAL Model Law on International 

Credit Transfers continues to shape the landscape of international finance, ensuring that 

the global economy remains interconnected and resilient. 
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