
51674 Federal Register / Vol. 60, No. 191 / Tuesday, October 3, 1995 / Rules and Regulations

1 Section 602(11) of the Act (12 U.S.C. 4001(11))
defines ‘‘depository check’’ as ‘‘any cashier’s check,
certified check, teller’s check, and any other
functionally equivalent instrument as determined
by the Board.’’

checks drawn on Federal Home Loan Banks
and Federal Reserve Banks because in many
cases they are the functional equivalent of
Treasury checks or teller’s checks.

5. The third and fourth categories of
instrument included in the definition of
check refer to government checks. The Act
refers to checks drawn on the U.S. Treasury,
even though these instruments are not drawn
on or payable through an office of a
depository institution, and checks drawn by
state and local governments. The Act also
gives the Board authority to define
functionally equivalent instruments as
depository checks.1 Thus, the Act is intended
to apply to instruments other than those that
meet the strict definition of check in section
602(7) of the Act. Checks and warrants drawn
by states and local governments often are
used for the purposes of making
unemployment compensation payments and
other payments that are important to the
recipients. Consequently, the Board has
expressly defined check to include drafts
drawn on the U.S. Treasury and drafts or
warrants drawn by a state or a unit of general
local government on itself.

6. The fifth category of instrument
included in the definition of check is U.S.
Postal Service money orders. These
instruments are defined as checks because
they often are used as a substitute for checks
by consumers, even though money orders are
not negotiable under Postal Service
regulations. The Board has not provided
specific rules for other types of money
orders; these instruments generally are drawn
on or payable through or payable at banks
and are treated as checks on that basis.

7. The sixth and final category of
instrument included in the definition of
check is traveler’s checks drawn on or
payable through or at a bank. Traveler’s
check is defined in paragraph (hh) of this
section.

8. Finally, for the purposes of Subpart C,
and in connection therewith, Subpart A, the
definition of check includes nonnegotiable
demand drafts because these instruments are
often handled as cash items in the forward
collection process.

9. The definition of check does not include
an instrument payable in a foreign currency
(i.e., other than in United States money as
defined in 31 U.S.C. 5101) or a credit card
draft (i.e., a sales draft used by a merchant
or a draft generated by a bank as a result of
a cash advance), or an ACH debit transfer.
The definition of check includes a check that
a bank may supply to a customer as a means
of accessing a credit line without the use of
a credit card.
L. 229.2(l) [Reserved]

M. 229.2(m) Check Processing Region
1. The Act defines this term as ‘‘the

geographic area served by a Federal Reserve
bank check processing center or such larger
area as the Board may prescribe by
regulations.’’ The Board has defined check

processing region as the territory served by
one of the 46 Federal Reserve head offices,
branches, or regional check processing
centers. Appendix A includes a list of routing
numbers arranged by Federal Reserve Bank
office. The definition of check processing
region is key to determining whether a check
is considered local or nonlocal.

N. 229.2(n) Consumer Account

1. Consumer account is defined as an
account used primarily for personal, family,
or household purposes. An account that does
not meet the definition of consumer account
is a nonconsumer account. Both consumer
and nonconsumer accounts are subject to the
requirements of this regulation, including the
requirement that funds be made available
according to specific schedules and that the
bank make specified disclosures of its
availability policies. Section 229.18(b)
(notices at branch locations) and § 229.18(e)
(notice of changes in policy) apply only to
consumer accounts. Section 229.13(g)(2)
(one-time exception notice) and § 229.19(d)
(use of calculated availability) apply only to
nonconsumer accounts.

O. 229.2(o) Depositary Bank

1. The regulation uses the term depositary
bank rather than the term receiving
depository institution. Receiving depository
institution is a term unique to the Act, while
depositary bank is the term used in Article
4 of the U.C.C. and Regulation J.

2. A depositary bank includes the bank in
which the check is first deposited. If a foreign
office of a U.S. or foreign bank sends checks
to its U.S. correspondent bank for forward
collection, the U.S. correspondent is the
depositary bank because foreign offices of
banks are not included in the definition of
bank.

3. If a customer deposits a check in its
account at a bank, the customer’s bank is the
depositary bank with respect to the check.
For example, if a person deposits a check
into an account at a nonproprietary ATM, the
bank holding the account into which the
check is deposited is the depositary bank
even though another bank may service the
nonproprietary ATM and send the check for
collection. (Under § 229.35 the depositary
bank may agree with the bank servicing the
nonproprietary ATM to have the servicing
bank place its own indorsement on the check
as the depositary bank. For the purposes of
Subpart C, the bank applying its indorsement
as the depositary bank indorsement on the
check is the depositary bank.)

4. For purposes of Subpart B, a bank may
act as both the depositary bank and the
paying bank with respect to a check, if the
check is payable by the bank in which it was
deposited, or if the check is payable by a
nonbank payor and payable through or at the
bank in which it was deposited. A bank also
is considered a depositary bank with respect
to checks it receives as payee. For example,
a bank is a depositary bank with respect to
checks it receives for loan repayment, even
though these checks are not deposited in an
account at the bank. Because these checks
would not be ‘‘deposited to accounts,’’ they
would not be subject to the availability or
disclosure requirements of Subpart B.

P. 229.2(p) Electronic Payment
1. Electronic payment is defined to mean

a wire transfer as defined in § 229.2(11) or an
ACH credit transfer. The Act requires that
funds deposited by wire transfer be made
available for withdrawal on the business day
following deposit but expressly leaves the
definition of the term wire transfer to the
Board. Because ACH credit transfers
frequently involve important consumer
payments, such as wages, the regulation
requires that funds deposited by ACH credit
transfers be available for withdrawal on the
business day following deposit.

2. ACH debit transfers, even though they
may be transmitted electronically, are not
defined as electronic payments because the
receiver of an ACH debit transfer has the
right to return the transfer, which would
reverse the credit given to the originator.
Thus, ACH debit transfers are more like
checks than wire transfers. Further, bank
customers that receive funds by originating
ACH debit transfers are primarily large
corporations, which generally would be able
to negotiate with their banks for prompt
availability.

3. A point-of-sale transaction would not be
considered an electronic payment unless the
transaction was effected by means of an ACH
credit transfer or wire transfer.
Q. 229.2(q) Forward Collection

1. Forward collection is defined to mean
the process by which a bank sends a check
to the paying bank for payment as
distinguished from the process by which the
check is returned after nonpayment. Noncash
collections are not included in the term
forward collection.
R. 229.2(r) Local Check

1. Local check is defined as a check
payable by or at a local paying bank, or, in
the case of nonbank payors, payable through
a local paying bank. A check payable by a
local bank but payable through a nonlocal
bank is a local check. Conversely, a check
payable through a local bank but payable by
a nonlocal bank is a nonlocal check. Where
two banks are named on a check and neither
is designated as a payable-through bank, the
check is considered payable by either bank
and may be considered local or nonlocal
depending on the bank to which it is sent for
payment. Generally, the depositary bank may
rely on the routing number to determine
whether a check is local or nonlocal.
Appendix A includes a list of routing
numbers arranged by Federal Reserve Bank
Office to assist persons in determining
whether or not such a check is local. If,
however, a check is payable by one bank but
payable through another bank, the routing
number appearing on the check will be that
of the payable-through bank, not the paying
bank. Many credit union share drafts and
certain other checks payable by banks are
payable through other banks. In such cases,
the routing number cannot be relied on to
determine whether the check is local or
nonlocal. For payable-through checks that
meet the labeling requirements of § 229.36(e),
the depositary bank may rely on the four-
digit routing symbol of the paying bank that
is printed on the face of the check as required
by that section, e.g., in the title plate, but not


