LECTURE 12
ELECTRONIC FUND TRANSFER

12.1. INTRODUCTION
In this lecture it is proposed to consider first the definition of the electronic banking and its difference compared to the ordinary banking using ordinary cheques and deposit slips. This chapter will also look at types of electronic fund transfers.


12.2. OBJECTIVES 
To introduce the reader to the law governing electronic fund transfers as well as electronic banking as well as to types of electronic fund transfer in banking businesses that are operating. 

12.3. BODY
i) Definition
Electronic fund transfer (EFT) is the electronic transfer of money from one bank account to another without any banknotes or cheques changing hands. This transfer can be within the same bank or across several financial institutions via computer based systems. Direct intervention of a bank staff is not necessary while using electronic fund transfer. It is a system of transferring money using computerized networks and electronic technology in place of cheques and other paper transactions. EFTs is working through devices like cards or cords that allow the account holder or any authorized person to access the accounts. The banks use ATMs or debit cards and personal identification numbers (PINS).  An example of electronic fund transfer program that is used mostly is direct deposit. Through this program payroll is deposited directly into employees’ bank account. The EFT systems exist in a variety of forms which may be divided into two groups namely consumer activated systems and non-consumer activated systems.
ii) Types of EFT
Many types of EFT systems are available, including automated teller machines, pay by phone systems, automatic deposits of regularly received cheques, such as pay checks, automated payment of recurring bills, point of sale transfers or debit cards, where a customer gives a merchant a card and the amount is automatically transferred from the customer’s account, and transfers and payment by customers’ home computers. 
iii) Advantages of using the electronic fund transfer
Electronic fund transfer has advantages and disadvantages compared to traditional banking systems. The following are the advantages of using EFTs;
· It is efficient and less expensive than paper cheque payments and collections.
· It is fast and secure

· It is easy and convenient
· It reduces the risk of theft and loss of money.

iv) Disadvantage of using electronic Fund Transfer

· Once the amount is transferred, the bank can not reverse a transaction, this means that if you enter the intended account number wrongly, the bank cannot reverse the transaction as it process the transaction believing that the information provided are correct.
· The necessity of internet access can be a hindrance to service.

· Lack of anonymity

· There is a risk of being hacked.
12.4. SUMMARY
 Electronic Funds transfer has been described as the third of the great ages of payment, the first being payment by cash (notes and coins) and the second being paper based payment (for instance, cheques). However, there is no universally accepted legal definition of an electronic funds transfer. So “electronic funds transfer” means, “any transfer of funds initiated or processed using electronic techniques.
Banking has undergone a revolution on the inception of technology into the industry. Though the relationship of the bank and its customers remains contractual, the terms of these contracts have taken 360 degrees turn around. A good example of this is shown in the case of Joachimson vs Swiss Bank (1921), in which the principles of bank and customer relationship were enunciated and those principles still exist in the EFT systems.
12.5. LEARNING ACTIVITIES
i) Major Learning Acitivity
a) Explain what is EFT and mention different types of EFT.
ii) Minor Learning Activity

a) Explain advantages and disadvantages of using EFT compared to traditional banking system.   
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