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on the first four digits of the payable-through
bank’s routing number printed in magnetic
ink in the MICR line or in fractional form, to
determine whether the check is local or
nonlocal.
S. 229.2(s) Local Paying Bank

1. Local paying bank is defined as a paying
bank located in the same check processing
region as the branch or proprietary ATM of
the depositary bank.

2. Examples.
a. If a check that is payable by a bank that

is located in the same check processing
region as the depositary bank is payable
through a bank located in another check
processing region, the check is considered
local or nonlocal depending on the location
of the bank by which it is payable even if the
check is sent to the nonlocal bank for
collection.

b. The location of the depositary bank is
determined by the physical location of the
branch or proprietary ATM at which a check
is deposited. If the branch of the depositary
bank located in one check processing region
sends a check to the depositary bank’s central
facility in another check processing region,
and the central facility is in the same check
processing region as the paying bank, the
check is still considered nonlocal. (See
Commentary on definition of paying bank.)
T. 229.2(t) Merger Transaction

1. Merger transaction is a term used in
Subparts B and C in connection with
transition rules for merged banks. It
encompasses mergers, consolidations, and
purchase/assumption transactions of the type
that usually must be approved under the
Bank Merger Act (12 U.S.C. 1828(c)) or
similar statutes; it does not encompass
acquisitions of a bank under the Bank
Holding Company Act (12 U.S.C. 1842)
where an acquired bank maintains its
separate corporate existence.

2. Regulation CC adopts a one-year
transition period for banks that are party to
a merger transaction during which the
merged banks will continue to be treated as
separate entities. (See §§ 229.19(g) and
229.40.)
U. 229.2(u) Noncash Item

1. The Act defines the term check to
exclude noncash items, and defines noncash
items to include checks to which another
document is attached, checks accompanied
by special instructions, or any similar item
classified as a noncash item in the Board’s
regulation. To qualify as a noncash item, an
item must be handled as such and may not
be handled as a cash item by the depositary
bank.

2. The regulation’s definition of noncash
item also includes checks that consist of
more than a single thickness of paper (except
checks that qualify for handling by
automated check processing equipment, e.g.
those placed in carrier envelopes) and checks
that have not been preprinted or post-
encoded in magnetic ink with the paying
bank’s routing number, as well as checks
with documents attached or accompanied by
special instructions. (In the context of this
definition, paying bank refers to the paying
bank as defined for purposes of Subpart C.)

3. A check that has been preprinted or
post-encoded with a routing number that has
been retired (e.g., because of a merger) for at
least three years is a noncash item unless the
current number is added for processing
purposes by placing the check in an encoded
carrier envelope or adding a strip to the
check.

4. Checks that are accompanied by special
instructions are also noncash items. For
example, a person concerned about whether
a check will be paid may request the
depositary bank to send a check for
collection as a noncash item with an
instruction to the paying bank to notify the
depositary bank promptly when the check is
paid or dishonored.

5. For purposes of forward collection, a
copy of a check is neither a check nor a
noncash item, but may be treated as either.
For purposes of return, a copy is generally a
notice in lieu of return. (See §§ 229.30(f) and
229.31(f).)
V. 229.2(v) [Reserved]

W. 229.2(w) [Reserved]

X. 229.2(x) [Reserved]

Y. 229.2(y) [Reserved]

Z. 229.2(z) Paying Bank
1. The regulation uses this term in lieu of

the Act’s ‘‘originating depository institution.’’
For purposes of Subpart B, the term paying
bank includes the payor bank, the payable-
at bank to which a check is sent, or, if the
check is payable by a nonbank payor, the
bank through which the check is payable and
to which it is sent for payment or collection.
For purposes of Subpart C, the term includes
the payable-through bank and the bank
whose routing number appears on the check
regardless of whether the check is payable by
a different bank, provided that the check is
sent for payment or collection to the payable-
through bank or the bank whose routing
number appears on the check.

2. Under §§ 229.30 and 229.36(a), a bank
designated as a payable-through bank or
payable-at bank and to which the check is
sent for payment or collection is responsible
for the expedited return of checks and notice
of nonpayment requirements of Subpart C.
The payable-through or payable-at bank may
contract with the payor with respect to its
liability in discharging these responsibilities.
The Board believes that the Act makes a clear
connection between availability and the time
it takes for checks to be cleared and returned.
Allowing the payable-through bank
additional time to forward checks to the
payor and await return or pay instructions
from the payor would delay the return of
these checks, increasing the risks to
depositary banks. Subpart C places on
payable-through and payable-at banks the
requirements of expeditious return based on
the time the payable-through or payable-at
bank received the check for forward
collection.

3. If a check is sent for forward collection
based on the routing number, the bank
associated with the routing number is a
paying bank for the purposes of Subpart C
requirements, including notice of
nonpayment, even if the check is not drawn

by a customer of that bank or the check is
fraudulent.

4. The phrase ‘‘and to which [the check] is
sent for payment or collection’’ includes
sending not only the physical check, but
information regarding the check under a
truncation arrangement.

5. Federal Reserve Banks and Federal
Home Loan Banks are also paying banks
under all subparts of the regulation with
respect to checks payable by them, even
though such banks are not defined as banks
for purposes of Subpart B.
AA. 229.2(aa) Proprietary ATM

1. All deposits at nonproprietary ATMs are
treated as deposits of nonlocal checks, and
deposits at proprietary ATMs generally are
treated as deposits at banking offices. The
Conference Report on the Act indicates that
the special availability rules for deposits
received through nonproprietary ATMs are
provided because ‘‘nonproprietary ATMs
today do not distinguish among check
deposits or between check and cash
deposits’’ (H.R. Rep. No. 261, 100th Cong.,
1st Sess. at 179 (1987)). Thus, a deposit of
any combination of cash and checks at a
nonproprietary ATM may be treated as if it
were a deposit of nonlocal checks, because
the depositary bank does not know the
makeup of the deposit and consequently is
unable to place different holds on cash, local
check, and nonlocal check deposits made at
the ATM.

2. A colloquy between Senators Proxmire
and Dodd during the floor debate on the
Competitive Equality Banking Act (133 Cong.
Rec. S11289 (Aug. 4, 1987)) indicates that
whether a bank operates the ATM is the
primary criterion in determining whether the
ATM is proprietary to that bank. Because a
bank should be capable of ascertaining the
composition of deposits made to an ATM
operated by that bank, an exception to the
availability schedules is not warranted for
these deposits. If more than one bank meets
the ‘‘owns or operates’’ criterion, the ATM is
considered proprietary to the bank that
operates it. For the purpose of this definition,
the bank that operates an ATM is the bank
that puts checks deposited into the ATM into
the forward collection stream. An ATM
owned by one or more banks, but operated
by a nonbank servicer, is considered
proprietary to the bank or banks that own it.

3. The Act also includes location as a factor
in determining whether an ATM that is either
owned or operated by a bank is proprietary
to that bank. The definition of proprietary
ATM includes an ATM located on the
premises of the bank, either inside the branch
or on its outside wall, regardless of whether
the ATM is owned or operated by that bank.
Because the Act also defines a proprietary
ATM as one that is ‘‘in close proximity’’ to
the bank, the regulation defines an ATM
located within 50 feet of a bank to be
proprietary to that bank unless it is identified
as being owned or operated by another entity.
The Board believes that the statutory
proximity test was designed to apply to
situations where it would appear to the
depositor that the ATM is run by his or her
bank, because of the proximity of the ATM
to the bank. The Board believes that an ATM
located within 50 feet of a banking office


