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This study aims to analyze civil liability for breach of obligations in payment services
amid the digital transformation of the financial sector. The research employs methods of
comparative legal analysis, formal legal interpretation of Uzbek legislation, and examination
of judicial practice. Particular attention is paid to critical analysis of Art. 795 of the Civil
Code of Uzbekistan regulating banks’ liability for improper execution of payment orders.
The study reveals significant gaps in legal regulation, including the lack of a clear definition
of payment systems, insufficient regulation of payment system operators’ liability, and the
mismatch between bank liability norms and modern challenges of the digital economy. The
author proposes specific measures for legislative improvement, including: 1) development
of comprehensive regulatory framework for payment system participants’ protection; 2)
implementation of banking risk control mechanisms; 3) legislative establishment of payment
instruments security standards; 4) harmonization of liability provisions with international
standards. The key conclusion emphasizes the need to revise Art. 795 of the Civil Code to
strengthen banks’ civil liability, introduce client compensation mechanisms, and establish
clear criteria for liability in payment services. The research findings can be used for further
reform of payment legislation in Uzbekistan.
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3A HEMCIIOJIHEHUE OBJI3ATEJIBCTB
ITO OKA3AHUMIO IUVIATEXHBIX YCIIYT
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Kapaxasnakckuil eocydapcmBennvitl yHubepcumem umenu bepdaxa
ORCID ID: 0009-0007-9404-7668

/JlanHoe ucciedogaHue HaNpag/1eHO Ha AHAAU3 2PAHCOAHCKO-NPABOBOU 0OMBEMCMeEeHHO-
cmu 3a HapyuleHue 0653ameabCme npu 0Ka3aHUU NAAMeXCHbIX YCAy2 8 YCA08USX UUPPOBOLL
mpaHcgopmayuu GuHaHco8020 cekmopa. B pabome npumeHA0mMcst Memodsl CPasHUMENb-
HO-Npagogo2o aHaausd, HopMaabHO-HpUOUUeCcKoll UHmMepnpemayuu 3aKoH00ameabcmaea
V3bexkucmaHa u uzyveHus cyoebHoill npakmuku. Ocoboe HUMAHUe yoeasemcs Kpumuue-
cKomy aHaaugy cm. 795 I'padxcoaHcko20 Kodekca Pecnybauku Ysbekucman, pe2yaupyrouetl
0meemcmeeHHOCMb 6AHKO08 34 HeHaOd/1excaujee UCNOAHEeHUe NAAMEeN CHbIX nopyueHull. Hc-
c/1e008aHUe 8blAB/slem CyueCmeeHHble npobeibl 8 NPago8oM pe2yAUpPO8aHUU, 8KAHOUAS
omcymcmeue 4emkoz2o onpedefieHUsl NIAMeNCHbIX cucmem, HedoCMamouHyH pe2/1aMeH-
mayuro 0meemcmeeHHOCmu Onepamopo8 NAAMe}ICHbLX CUCMeM, 4 MAakdce Hecoomeem-
cmeue HOpM 06 0meemcmeeHHOCMuU 6aAHK08 CO8PeMEHHBIM 8bl1308aM UUPBPOBOTL IKOHOMU-
Ku. Aemop nped.iazaem KOHKpemHble Mepbl N0 CO8EPULEHCMB08AHUI0 3AKOHOOAmMe.1bCmada,
exaouas: 1) paspabomky KOMNAEKCHOU HOPMAMUBHOU 6a3bl 011 3auiUmusl YUACMHUKO8
NAamedxiCcHblX cucmem; 2) eHeOpeHUe MexaHU3IMO08 KOHMpoas 6AHKOB8CKUX puckos; 3) 3a-
KOHOOame/ibHOe 3aKpenJ/ieHue cmaHoapmos 6e30nacHOCmMu NAAMe}CHbIX UHCMPYMEHIMOo8;
4) 2apMoHuUsayur0 HOpM 06 OMEEMCMEEHHOCMU C MeNCOYHAPOOHLIMU CMAaHOapmamu.
Knrouesolil 6b1800 noduepkusaem Heobxooumocms nepecmompa cm. 795 I'pajxcOaHcKo20
K0OeKCa C Ue/1bl0 YCUeHUSL 2padcOaHCKO-npasosoll omeemcmeeHHOCmMu 6aHKo8, gHedpe-
HUSL MEXAHU3MO08 KOMNEHCAUUU KAUEHMAM U YCMAHOB8/eHUSL HemKUX Kpumepuesg omeem-
CMEEHHOCMU NpU OKA3AHUU NAAMENUCHbLX YCAYy2. Pe3yaibmambl UcC/1e008aHUs MO2ym 6blmb
UCNO/16308aHbL 0151 da/bHellwell pedhopMbl NAAMENHCHO20 3aKOHodameibcmea 8 Y3beku-
cmare.

KiroueBbIe CI0Ba: namedicHble ycay2u, npaga nompebumeaneti, 3auiuma nompedume-
Jaell, niamedxcHoe 3aKoOHO0ame/abcmeo, 8038pam cpedcms, NAAMeNCHble CUCMeMbl, KOH-
mpoab naamesiceil, pecyAupogaHue NAAMeNCHuIX ycaye, PuHaHcoeble nomepu hompeobu-
meuaneti

Introduction

The concept of a ‘payment system’ is actively forming in the context of digitalization
of society and automation of banking activities, yet it still lacks a definitive definition.
Nevertheless, the critical role of payment systems in the economy is clear, as is the need to
define contemporary requirements for such systems. In the literature, a payment system
is understood as a set of relationships between payment organizations and participants in
the payment system during the transfer of funds. For instance, according to A. M. Moroz,
a payment system in a broad sense represents a set of payment instruments, norms, rules,
mechanisms, and procedures for their application by all subjects of monetary circulation.

The prevailing theory emphasizes that payment systems must ensure continuity,
security, and timeliness of money transfers, which is crucial for the stability of any
country’s financial system. Studies, such as those by V. D. Chernadchuk, focus on legal
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responsibility for violations of payment system rules, highlighting the need for financial,
organizational, or managerial sanctions.

Other theories offer more detailed approaches to legal regulation and responsibility in
the realm of payment systems. For example, M. I. Tripolskaya points out that enforcement
measures for violations of banking legislation, such as restricting specific operations or
revoking banking licenses, are applied in cases of systematic violations and aim to prevent
serious breaches of the interests of depositors and the state.

Recent studies, including works published in the Law of the Republic of Uzbekistan ‘On
Payments and Payment Systems’, indicate the necessity of improving legal regulations to
ensure adequate protection for participants in payment systems. Specifically, Art. 58 of the
law outlines the liability for payment delays, including penalties for each day of delay.

The current state of legal regulation of payment systems requires improvement and
alignment with international legal principles. This is driven by the development of
information and technological society, the emergence of new types of cybercrimes, and the
need to enhance the level of protection for participants in payment systems. It is important
to consider the foreign experience of countries with advanced financial and legal systems
when developing national legislation.

Based on the analyzed scientific works and foreign experience, this paper proposes
measures to improve legal regulation and strengthen the legal responsibility of participants
in payment systems. This includes the development of a regulatory framework, the
establishment of internal controls, the introduction of new forms of plastic cards, and the
enhancement of criminal liability for banking fraud. Enhancing the responsibility of banks
for violating the rules of payment orders is also considered a crucial step in ensuring the
stability and development of payment systems.

Thus, the protection of the rights and interests of payment service participants is crucial
for ensuring the reliability, security, and fairness of payment systems, underscoring the
necessity for further improvement of legal regulation in this area.

To analyze the legal regulation of payment systems and legal liability, methods of
legal analysis and comparative study of legislation were used. The focus was on laws
and regulations concerning payment systems and the practice of applying sanctions for
violations in this area. International principles and practices of legal regulation of payment
systems were also considered.

This is because payment service providers play a crucial role in facilitating transactions
between buyers and sellers, and any failure in the payment system on their part can lead
to significant financial losses for consumers.

The methodology of the article is based on a comprehensive approach to the legal
regulation and protection of participants in payment systems. The key stages are:

1) analyzing current legislation, assessing existing norms, and identifying gaps in the
legal regulation of payment systems. International practices and standards should be
taken into account for harmonizing legislation;

2) developing regulatory acts, creating, and implementing new norms and rules to ensure
the protection of participants, prevent cybercrimes, and improve control mechanisms;

3) strengthening liability measures, introducing strict sanctions and obligations for
violators, including criminal, administrative, and civil liability. Implementing clear rules
on compensation for damages and lost profits;

4) developing internal controls, establishing internal security and control standards for
banks and payment organizations to minimize risks and ensure proper client protection.

These steps will help create a more stable and secure payment system that meets
modern requirements and international standards.
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Main text

The concept of a ‘payment system’ has evolved alongside the active digitalization
of society and the automation of banking activities, but it still lacks a clear definition.
Nonetheless, the crucial role of payment systems in the economy and the need to define
modern requirements for such systems are universally understood.

According to the ‘Law on Payments and Payment Systems’, a payment system is a set
of relationships between payment organizations and payment system participants when
transferring funds. The execution of transfers is an obligatory function that a payment
system must perform. According to A. M. Moroz, a payment system in a broad sense
represents a combination of payment means, norms, rules, as well as mechanisms and
procedures for their application by all subjects of monetary circulation [Moroz, Savluk,
Pukhovkina, et al., 2002: 70]. It is worth noting that, depending on whether we consider
the concept of ‘payment system’ in a broad or narrow sense, there are multi-level tasks of
legal regulation of relations related to the functioning and use of payment systems.

The effective operation of payment systems, which allows its participants-business
entities to continuously, safely and timely carry out money transfer activities, is very
important for the financial system of any country [Ganiev, 2023a]. Legal regulation in
the field of payment systems is currently one of the main tasks of the state, ensuring the
stability and development of the state’s payment system as a whole, as well as the stability
of the entire financial system, further development of individual payment systems, and the
payment services market, which contributes to creating a competitive environment within
it. It is also necessary to define general requirements for payment systems, rules for their
operation, and conditions for the activities of economic entities providing relevant services.
The current state of legal regulation of payment systems is clearly formed but requires
improvement and maximum alignment with European practice and international legal
principles in the field of payment systems functioning [Ondrus, Lyytinen, Pigneur, 2009].

Protecting the participants of payment organizations and ensuring the proper functioning
of payment systems within the state entail legal liability for violations of payment systems
legislation. V. D. Chernadchuk defines sanctions for violations of banking legislation by the
state bank as financial, organizational, or managerial restrictions or encumbrances, the
content and application of which are regulated by banking legislation norms.

Violating the requirements of banking legislation and regulatory legal documents of the
Central Bank for violations of banking legislation entails responsibility, resulting in the
Central Bank holding violators accountable by applying appropriate measures. The Central
Bank sends the bank a written warning to rectify the violation of legislation and relevant
regulatory legal documents [Chernadchuk, 2014].

Asstated by M. I. Tripolskaya, among the measures applied by the state bank for violations
of banking legislation are such measures as restricting (suspending) or terminating certain
types of banking operations and revoking the banking license aimed at punishment. Both of
these sanctions are applied in cases of systematic violations of banking legislation by banks
if other, milder measures have not influenced the correction of the situation and have not
brought the bank’s activities into the legal framework. Furthermore, continuing certain
operations amid systemic failures or overall activities may lead to severe violations of the
interests of depositors and the state. These measures are aimed not only at punishment
but also indirectly affecting the property status of the violator [Ttripolskaya, 2013].

Violations of banking legislation entail criminal, administrative, civil, and disciplinary
liability. Violating general monitoring parameters to identify incorrect and unjustified
transfers using electronic payment means, regulating fund transfers, and failing to account
for these transfers for other members/participants in the payment system regulating the
transfer of funds.
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Non-cash payments are made following banking rules and business customs adopted
in banking practice. However, banking rules cannot contradict the Civil Code and other
laws. The rules for regulating non-cash payments are defined in the Law of the Republic
of Uzbekistan ‘On Payments and Payment Systems’ [Ganiev, 2023b]. Legal liability for
violating banking legislation, i. e., liability for violating the procedure for transferring
money, is defined in Art. 56, 58, and 60 of the Law of the Republic of Uzbekistan ‘On
Payments and Payment Systems’. If Art. 56 provides ‘liability of payment system operators,
payment service providers, and initiators for ensuring information protection’, Art. 58
provides for liability for ‘non-fulfillment of payment obligations’, and Art. 60 establishes
‘payments and payment systems liability for violating legislation’. This includes the rule
that ‘if unauthorized payments were made due to fraudulent actions by the initiator or
due to their failure to take measures to protect their identification means, the initiator is
responsible for the damage caused by unauthorized payments’.

Liability under Art. 58 of the Law directly provides for penalties and their specific
amounts as measures of liability for the service provider’s violation of deadlines.
Specifically, the first part of this article states, ‘In case of violation of payment service
deadlines by the service provider, they must pay a penalty of 0.1 % of the overdue payment
amount for each day of delay, but not more than 10 % of the overdue payment amount’.

Moreover, this provision also establishes liability for incorrect payments due to
the payment service provider’s fault, specifying that ‘the payment service provider
must transfer the funds to the recipient’s account no later than the next working day
after discovering the error’. Simultaneously, this article describes the payer’s rights if
incorrectly made payments were not paid to the recipient on time due to the payment
service provider’s fault. According to this provision, ‘the payer has the right to demand the
return of funds from the payment service provider and the payment of a penalty of 0.1 %
of the incorrectly made payment amount for each day of delay, but not more than 10 % of
the incorrectly made payment amount’.

Legal liability for violating payment systems legislation is characterized by applying
appropriate measures to the violator: written warning, fines, suspension of activities,
refusal to provide certain services in payment systems, and other measures. However,
legislation in this area requires improvement as the information and technological society
develops, new types of cybercrimes emerge, and the state faces them for the first time
[Grigorenko, Mizin, 2019]. National legislation should be improved considering the foreign
experience and countries with developed financial and legal systems.

In our opinion, this requires further improvement of the legal regulation of legal
liability of payment system participants towards their users, approaching global standards.
To address this issue, it is primarily necessary to ensure an adequate level of protection in
payment systems [Chen, Chang, 2013]. Therefore, based on the analyzed scientific works
and foreign experience, the following measures can be proposed: 1) develop the necessary
regulatory framework to ensure the security of the banking system and implement
its rules in practice to protect payment compliance participants; 2) establish internal
control of potential threats by the bank’s security service; 3) support the introduction of
new, improved, more secure forms of plastic cards at the legislative level; 4) strengthen
criminal liability for crimes in this area considering the positive international experience
in combating banking fraud.

In this case, it is desirable to correct the liability of the Civil Code for violation of the
rules for conducting payment transactions. In general, when making payments on payment
orders, a certain obligation is imposed on the bank, and the bank’s failure to fulfill its
financial responsibility establishes liability established by law. In accordance with Part 2
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of Art. 795 of the Civil Code, in the event of non-fulfillment or improper fulfillment of the
order, the client bank is liable for this liability in accordance with Art. 327 of this Code.

Based on the requirements of Art. 327 of the Civil Code, it can be said that the bank pays
interest on the amount of these funds to the client for each day of delay. The amount of
the interest rate determined by the bank payment at the place of residence is issued, and
if the paid is a legal entity, then due to its location on the day of payment of the amount of
money is fair or corresponds to its part.

Banks participating in settlement transactions based on a payment order are jointly
and severally liable to the person who issued this order.

It is surprising that the rules on liability for failure to execute or improper execution
of a payment order, based on Art. 795 of the Civil Code, are formulated incorrectly and
do not comply with the rules on liability of the Civil Code. Since Art. 795 of the Civil Code
provides for ‘liability for failure to execute an obligation or failure to execute it at the
proper level’, Part 1 of it contains a reference to Art. 327 of the Civil Code. Article 327
of the Civil Code provides for liability for ‘unlawful retention, evasion of their return,
other delay in their payment or unjustified receipt or saving at the expense of another
person’. This is not liability for ‘failure to execute or improper execution of a client’s
order’, but, on the contrary, liability for other actions, namely, for unlawful retention of
other people’s funds, refusal to issue them, using. In addition, the provisions of Part 2 of
Art. 795 of the Civil Code require additional requirements. The phrase ‘Banks participate
in the scheme of settlement operation...” in this norm created a general view. The fact is
that a payment order is usually not applied to banks, but only to the bank servicing the
payer, and the client can demand its execution only from his bank. In addition, the joint
liability of banks, based on the abstraction of responsibility and liability to banks, denies
that a bank, executing a payment order, can bear individual liability, and this can lead to
an irresponsible approach to work of the involved bank.

Therefore, the President, put Art. 795 of the Civil Code in this version:

In the event of failure to execute or improper execution of the client’s order, the bank is
liable for such a violation in accordance with Article 327 of this Code.

If the failure to execute the order or its improper execution is associated with a violation
of the rules for conducting settlement transactions involved in the bank involved in the
execution of the order, the liability established by the first part of this article may be imposed
by the court on this bank.

If the violation of the rules for conducting settlement operations by the bank is associated
with the illegal retention of funds, the bank is liable in accordance with Article 327 of this Code.

When including in the current legislation liability for failure to execute or improper
execution of an order associated with a violation of the rules for settlement operations
by the bank, the legislation not only obliges the bank to pay interest for failure to execute
the client’s order, but also introduces such measures as compensation for damages and
recovery of lost profits. After all, the execution of a payment order is based on a bank
account agreement concluded between the client and the bank, and failure to fulfill
contractual provisions implies payment of damages, lost profits and non-payments. The
current version of Art. 795 of the Civil Code defines only limited liability of banks. This
also leads to a violation of the general requirements of equality of the parties and liability
violated honestly in civil law.

Conclusion

In conclusion, protecting the rights and interests of payment service participantsis crucial
for ensuring the reliability, security, and fairness of payment services. The application
of civil liability for non-fulfillment of obligations, providing adequate information to
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consumers, complying with legislative requirements, and ensuring data confidentiality
and security are key aspects of protecting the rights and interests of payment service
participants. Payment service providers should be held accountable for their actions and
ensure their services’ convenience for consumers, allowing consumers to use payment
services confidently, knowing their rights and interests are protected.

One of the main advantages of civil liability is that it provides a legal basis for resolving
disputes between payment service providers and consumers. This can help ensure that
consumers can seek compensation for any harm or damages they may have suffered due
to payment service providers’ non-fulfillment of obligations.

Civil liability refers to the legal responsibility of an individual or legal entity to
compensate another party for harm or damages caused by a contract breach, negligence,
or other wrongful acts. In the context of payment services, civil liability can arise when
a payment service provider fails to fulfill its obligations to the consumer, such as not
processing a payment or processing a payment incorrectly.

Applying civil liability in such cases can help ensure that payment service providers
are held accountable for their actions and that consumers can seek compensation for
any harm or damages they may have suffered. This may include compensation for any
financial losses, as well as damages for any emotional distress or other harm caused by
the failure to comply.
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