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REGULATION CC –The Basics of Funds Availability


Fill in your own bank’s Hold Policy here.  The following paragraph can be used for banks that have a Next Day Availability policy and also reserve the right to place holds on a Case-by-Case and Exception basis.

At XYZ Bank, our policy is to generally make deposits available to our customers on the next day.  Strictly speaking, this means the funds are available on the business day following the banking day of deposit.  (Please refer to the note appearing at the bottom of the page.)  Generally this means we do not place holds on our customers’ deposits.  However, we may place a hold on a deposit on a case-by-case basis.  We may also use an Exception reason to place a longer hold on a deposit.

The decision to place a hold is based on many factors.  Basically, we must balance the convenience of our customer with the need to protect the Bank from losses.

Some of the common issues when placing holds are:

· Next Day items – What items must be made available the next day, and when are there exceptions to this rule?

· Local checks – What is a local check and when must it be made available?

· Non-local checks – What is a non-local check and when must it be made available?

· $100 Availability – When does this apply and how do we properly calculate the amount?

· Large Deposits – Are there different rules that apply to large deposits?

· Exception Holds – When can an Exception Hold be used, and how long can the hold be placed?

· New Accounts – What qualifies as a new account for Reg CC and how long can holds be placed?

This guide will discuss these issues and give examples of the rules and conditions of availability for different types of deposits.  The examples listed here are for illustration only and are NOT all-inclusive.  If you have a question regarding a certain hold procedure, or if you have a question on a specific deposit, check with your supervisor.  Supervisors should contact Operations Support if they have questions on a particular transaction.  In addition, you may call the Compliance Officer with questions.

Background information 

Regulation CC is the specific set of rules and procedures to enforce the Expedited Funds Availability Act.  Sometimes you will hear or see the term EFAA or Expedited Funds used along with or instead of Reg CC.  Basically, they mean the same thing.  The Expedited Funds Availability Act is the law that was passed by Congress back in 1987.

Congress passed this law because some banks would hold checks deposited by their customers for an unreasonable amount of time.  Some banks did this to prevent losses from bad checks.  Other banks were simply taking advantage of the money they could earn on the “float” at the expense of their customers.  While Congress and the regulators understand that a bank needs to prevent losses from fraudulent activity, they do not want to see abusive hold practices cause hardship for customers.  So the EFAA and Reg CC try to balance the needs of the customer with the need to protect the bank.

Regulation CC sets out a specific schedule of when funds must be made available.  It also sets up certain exceptions to this schedule so that a bank can be protected from losses.

NEXT DAY ITEMS

The following items generally need to be made available the NEXT day:

· Cash

· Electronic payments:  Wire transfers and ACH (ACH is available same day under NACHA rules.)
· U.S. Treasury check

· U.S. Postal Service Money Order

· Cashier’s check

· Certified check

· Tellers check

· “On-Us” check

· Federal Reserve Bank check

· Federal Home Loan Bank check

· State or Local Government check

Please note the emphasis on U.S. Postal Service Money Order as these are the only money orders that are considered Next Day items.  If the money order is not a U.S. Postal Service Money Order, then it will either be a local or non-local item depending on the payor bank.

There are EXCEPTIONS TO THIS RULE:

· Third party checks

· Deposits not made in person

· Deposits totaling more than $5,000 in a single banking day.

1.
THIRD PARTY CHECK
If our customer is not ONE of the payees on the face of the check, you can place the following hold as appropriate and give the customer a “Case-by-Case” Hold Notice:


$100 NEXT DAY availability then:


“On Us” check




STILL a NEXT DAY Item


Treasury check




2-day hold


U.S. Postal Service Money Order

2-day hold

Cashier’s check, Certified check


2-day hold IF the item has a local routing number*

Tellers check, Federal Reserve Bank

5-day hold IF the item has a non-local routing number*


check, Federal Home Loan Bank check,



State or local Government check



*If you are unsure of what a routing number is or if the number is a local number or a non-local number, please refer to pages 4 & 5.

NEXT DAY ITEMS – continued

2.
DEPOSIT NOT MADE IN PERSON 

If any of the following checks are deposited at the ATM, Night Deposit, or by mail, you can place the following hold as appropriate and give the customer a “Case-by-Case” Hold Notice:


U.S. Treasury check



STILL a NEXT DAY Item


“On-Us” check




STILL a NEXT DAY Item


U.S. Postal Service Money Order

2-day (local check) hold


Cashier’s check, Certified check

2-day hold

Tellers check, Federal Reserve Bank




check, Federal Home Loan Bank check,



State or local Government check


3.
LARGE DEPOSIT




If the next day items (other than cash) are more than $5,000, or are part of a deposit (or deposits) by a customer that are more than $5,000 on a Banking day, then you can use the Large Deposit Exception.  Please refer to the Large Deposit Exception pages for specific availability rules.

If you are placing a hold on a NEXT DAY ITEM because it is a Third Party Item or the Deposit was not made in person, you will complete this as a “Case-by-Case” notice.  The Hold notice should be handed to the customer at the time of deposit or mailed the same or next day if the deposit was not made in person.

If you are placing a hold on a NEXT DAY ITEM because it is a Large Deposit, please refer to the page on the Large Deposit Exception.

LOCAL CHECK

A local check is a check that is drawn on a payor bank located in the same check processing region as XYZ Bank.  You can look at the routing number in the upper right hand corner of the check (or on the MICR line at the bottom) to see if the bank is located in the same region as us.

Local checks have the following routing numbers:

(Insert a list of the routing numbers that are local for your bank)

You need to check the routing number, as the address of the bank is not enough to tell if the check is local or not.  Due to the recent mergers, many local branches actually have their checks processed at a different check processing area.

You may sometimes see a check that is a “Payable through” check.  This sometimes happens with credit unions and checks issued on non-bank financial institutions.  “Payable through” checks are required to have, in a conspicuous place such as the title plate, the words “Payable through” followed by the name of the payable through bank and the first four digits of the routing number.  If you see the words “Payable through” on a check, you must look for the routing number immediately following those words to determine if the check is local or non-local.  You cannot rely on the MICR line on a “Payable through” check.

If you place a hold on a local check, the funds must be available to the customer by the 2nd day following deposit, otherwise known as a 2-day hold.  In addition, the first $100 of local and non-local checks must be made available to the customer by the NEXT DAY.

This type of hold is considered a Case-by-Case hold.  If the customer is making the deposit in person, you should give the Hold Notice with the “Case-by-Case” reason marked on the notice while the customer is at your window.

If the deposit was not made in person, you must mail the Hold Notice no later than the business day following the banking day on which the deposit was made.

Good Customer Service means that you should also try to contact the customer by telephone to notify the customer of delayed availability.

A local check can be held for a longer period of time if one of the “Exception” reasons can be used.  Please refer to the sections on Large Deposit Exception, Other Exceptions, and New Accounts for the specific information. 

NON-LOCAL CHECK

A Non-local check is a check that is drawn on a payor bank located outside of the check-processing region that XYZ Bank is in.  You can look at the routing number in the upper right hand corner of the check (or on the MICR line at the bottom) to see if the bank is located in the same region as XYZ Bank.

Non-Local checks will have a routing number that is not on the list of local routing numbers on page 4.  

This is a list of some of the more common non-local routing numbers received by XYZ bank: 

(Insert a list of some of the common non-local routing numbers that your bank receives
You need to check the routing number, as the address of the bank is not enough to tell if the check is local or not.  Due to the recent mergers, many local branches actually have their checks processed at a different check processing area.

You may sometimes see a check that is a “Payable through” check.  This sometimes happens with credit unions and checks issued on non-bank financial institutions.  “Payable through” checks are required to have, in a conspicuous place such as the title plate, the words “Payable through” followed by the name of the payable through bank and the first four digits of the routing number. If you see the words “Payable through” on a check, you must look for the routing number immediately following those words to determine if the check is local or non-local.  You cannot rely on the MICR line on a “Payable through” check.

If you place a hold on a non-local check, the funds must be available to the customer by the 5th day following deposit, otherwise known as a 5-day hold. In addition, the first $100 of local and non-local checks must be made available to the customer by the NEXT DAY.

This type of hold is considered a Case-by-Case hold.  If the customer is making the deposit in person, you should give the Hold Notice with the “Case-by-Case” reason marked on the notice while the customer is at your window.

If the deposit was not made in person, you must mail the Hold Notice no later than the business day following the banking day on which the deposit was made.

Good Customer Service means that you should also try to contact the customer by telephone to notify the customer of delayed availability.

A non-local check can be held for a longer period of time if one of the “Exception” reasons can be used.  Please refer to the sections on Large Deposit Exception, Other Exceptions, and New Accounts for the specific information. 

$100 AVAILABILITY

1.
$100 of the local and non-local items in a deposit must be made available to the customer by the NEXT day.

2.
This $100 is IN ADDITION TO any NEXT DAY items in the customer’s deposit.

EXAMPLE 1


Customer makes the following deposit on Tuesday:


Cash









$200


Out-of-state check







$600

Total Deposit








$800


On Wednesday, the amount that must be made available 


        to the customer is







$300

This amount is calculated as follows:


All of the Cash must be available the next day




$200


$100 of the non-local check must be available the next day


$100

3.   The ONLY time the $100 does not need to be made available is under the following situations:

· If a customer is depositing a check that has already been returned NSF.

· If a customer has a repeated overdraft status.

· You have reasonable cause to doubt collectability of the ENTIRE deposit.  (Example:  You call the payor bank and you are told there are not sufficient funds to pay the check.)  Please note, if the customer is depositing several items, and you doubt collectability on only one item, you can hold that entire item but the rest of the deposit is subject to normal availability.

· There has been a natural disaster that has interrupted the bank’s communication and/or computer equipment

· You use the New Accounts exception during the first 30 days for a brand new customer.

LARGE DEPOSIT EXCEPTION
1.
If the check or checks in a deposit exceed $5,000, you can extend the hold on the amount above $5,000.  This exception applies to ALL checks including Treasury checks, U.S. Postal Service Money Orders, Cashier’s checks, etc. 

2.
The total deposits to the account in any one day can be added together in order to invoke this exception.

3. The first $5,000 must be made available either NEXT DAY, 2-days, or 5-days depending if the check(s) is a NEXT DAY check, local check, or non-local check.

4. The first $100 of the local and non-local items must be made available the next day.

5.
The remainder of the check(s) is made available as follows:


“On-Us” checks





2-day hold


Treasury checks, U.S. Postal Service Money Orders
7-day hold 


Local checks





7-day hold


Non-local checks




11-day hold


Cashier’s check, Certified check



7-day hold IF the item has a local routing number


Tellers check, Federal Reserve Bank check,

11-day hold IF the item has a non-local routing 


Federal Home Loan Bank check,


 
number



State or local Government check





5. You MUST give the customer a Hold Notice with the Large Deposit Exception indicated.

If we are holding the first $5,000 under a “Case-by-Case” hold, you must also indicate that on the notice. 

EXAMPLE 2


Customer makes the following deposit on Tuesday 12/8/98:


Cash









$    200


Cashier’s Check from a New York Bank





$12,000

Total Deposit








$12,200


On Wednesday 12/9/98, the amount that must be made available 


to the customer is







$ 5,200  (Next day)


On Wednesday 12/23/98, the balance must be made available


to the customer








$ 7,000 (11 days)

LARGE DEPOSIT EXCEPTION (continued)

EXAMPLE 3

Customer makes the following deposit on Tuesday 12/8/98:


Cash









$   500


Local Checks








$7,500


Total Deposit








$8,000


On Wednesday 12/9/98, the amount that must be available


to the customer is







$  600 (Next Day)


On Thursday, 12/10/98, the amount that must be available




to the customer is







$4,900 (2-days)


On Thursday, 12/17/98, the balance must be made available


to the customer








$2,500 (7-days)


TOTAL








$8,000

EXAMPLE 4


Customer makes the following deposit on Tuesday 12/8/98:


Cashier’s Check (local bank)






$    200


Local checks








$ 2,000


Non-local checks







$ 9,000


Total Deposit








$11,200


On Wednesday, 12/9/98, the amount that must be available


to the customer is







$   300  (Next Day)


On Thursday, 12/10/98, the amount that must be available


to the customer is
(balance of local items in this deposit)


$ 1,900 (2-days)


On Tuesday, 12/15/98, the amount that must be available


to the customer is
(part of the non-local items in this deposit)

$ 2,800 (5-days)






Subtotal




$5,000  


On Wednesday, 12/23/98, the balance must be made available


to the customer
(balance of non-local items in this deposit)


$ 6,200 (11-Days)


TOTAL








$11,200
OTHER EXCEPTIONS


The Hold schedule for “Exceptions” Holds is as follows:

“On-Us” checks



2-day hold

Treasury check



7-day hold


U.S. Postal Service Money Order
7-day hold


Cashier’s check, Certified check
7-day hold IF the item has a local routing number

Tellers check, 

 

11-day hold IF the item has a non-local routing number


Federal Reserve Bank check, 


Federal Home Loan Bank check,



State or Local Government check



Local checks



7-day hold


Non-local checks


11-day hold

The Exception Hold reasons are:

· Reasonable cause to doubt collectability

· Redeposited checks

· Repeated overdraft 

· Emergency condition

REASONABLE CAUSE TO DOUBT COLLECTABILITY
1) If you have a “reasonable cause” to doubt the collectability of a check, you can extend the hold.  

2) You do not need to make $100 available from any check that you doubt collectability

3) Reasonable cause to believe a check is uncollectible requires existence of facts that would cause a well-grounded belief in the mind of a reasonable person.  Such belief shall not be based on the fact that the check is of a particular class or is deposited by a particular class of persons.

4) An example of “reasonable cause” would be if you call the payor bank, and they tell you there are “Not Sufficient Funds” to pay the check.

5) Another example would be if you call the issuing bank on a Cashier’s check and they tell you the check could be a forgery. 

6) You MUST give the customer a Hold Notice with this exception marked.  The reason for doubting collectability must also be marked.

REDEPOSITED CHECKS
If a customer is redepositing a check that has previously been returned NSF

· $100 Availability does NOT apply to the item.

· You MUST give the customer a Hold Notice with this exception marked.

REPEATED OVERDRAFT
If a customer has been a repeatedly overdrawn:

(Overdrawn or on rejects 6 or more banking days in the last 6 months)

· $100 Availability does NOT apply to the deposit
(or 2 or more banking days in last 6 months if O.D/Reject  was over $5,000)
· You MUST give the customer a Hold Notice with this exception marked.

EMERGENCY CONDITION

· $100 availability does NOT apply to the deposit

· You MUST give the customer a Hold Notice with this exception marked.

NEW ACCOUNTS EXCEPTION

There is a big exception in Reg CC for “New” Accounts during the first 30 days the account is opened.

1.
The first step in applying this exception is to determine if the account meets the Reg CC definition of “New”     at the time the account is opened.

An Account is new if one of the account holders has NOT held a transaction account at the bank during the last 30 days.  If an account holder already has a transaction account at the bank, that existing account must have been opened for at least 30 days. 

When opening a New Account

	Do all of the account holders* have an existing account at XYZ Bank?
	YES

(
	Is the account a transaction account**?
	YES

(
	Has the account been open for at least the last 30 day?
	YES

(
	This new account is NOT considered new under Reg CC.

	NO

(
	
	NO

(
	
	NO

(
	
	

	Are there any account holders that have never had a transaction account at XYZ Bank?
	YES

(
	The account is considered NEW under Reg CC.
	
	The account is considered NEW under Reg CC.
	
	

	NO

(
	
	STOP


	
	STOP


	
	

	Have all of the account holders had an account at XYZ  Bank in the last 30 days?
	YES

(
	Was the account a transaction account**?
	YES

(
	Was the account open for at least 30 days?
	YES

(
	This new account is NOT considered new under Reg CC.

	NO

(
	
	NO

(
	
	NO

(
	
	

	The account is considered NEW under Reg CC.
	
	The account is considered NEW under Reg CC.
	
	The account is considered NEW under Reg CC.
	
	


* Note - A person who is only an authorized signer does NOT meet the definition of “Account Holder.”  Therefore, if the person only has signing authority on an existing account (and they have no other “TRANSACTION” accounts at XYZ Bank) they are considered a new customer.

**TRANSACTION ACCOUNTS


NON-Transaction Accounts


DDA






Money Market


Checking - Personal




Savings


Checking - Business




C.D.’s


NOW






Safe Deposit









Contract Collections









Loans

NEW ACCOUNTS EXCEPTION - continued

2. When you use the “New Accounts” exception, the following availability schedule should be followed.  


(NOTE - you can shorten the number of days for holds on the following schedule, but you CANNOT lengthen the number of days.)
	Type of Deposit


	Additional Comments
	Availability / or # of days to hold

	Cash
	
	Next Day

	Electronic Direct Deposit
	
	Same Day

	Wire Transfers
	
	Next Day

	Checks from: U.S. Treasury, U.S. Postal Money Order, Federal Reserve Bank, Federal Home Loan Bank, state & local government, Cashier’s, Certified, Teller’s, & Travelers checks deposited in person & payable to the account holder (not 3rd party checks)
	The first $5,000 of deposits made from these types of items and deposited on the same business day 
	Next Day



	Checks from: U.S. Treasury, U.S. Postal Money Order, Federal Reserve Bank, Federal Home Loan Bank, state & local government, Cashier’s, Certified, Teller’s, & Travelers checks deposited in person & payable to the account holder (not 3rd party checks)
	Any amount OVER $5,000 of these types of items deposited on the same business day
	9 Day  



	Treasury checks NOT deposited in person
	The first $5,000 of the Treasury Check deposit
	Next Day

	Treasury checks NOT deposited in person
	Any amount OVER $5,000 of the Treasury Check deposit
	9 Day 



	Any “3rd-Party” check regardless of who issued the check.  This includes 3rd Party Treasury, Money Order, Cashier’s, Traveler’s & other government checks.
	$100 rule does NOT apply
	Fill in the hold schedule your bank uses for New Accounts.  Reg. CC does not specify a limit on these checks for a New Account Hold.

	Any checks not listed above:  This would include regular checks, personal checks,     “on-us” checks, etc.
	$100 rule does NOT apply
	Fill in the hold schedule your bank uses for New Accounts.  Reg. CC does not specify a limit on these checks for a New Account Hold.


To keep this guide simple, the word “day” or “Day” means Business Day.  A Business Day is any day EXCEPT Saturday, Sunday, and a legal banking holiday.


