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would be presumed proprietary to that bank
unless it is clearly identified as being owned
or operated by another entity.
BB. 229.2(bb) Qualified Returned Check

1. Subpart C requires the paying bank and
returning bank(s) to return checks in an
expeditious manner. The banks may meet
this responsibility by returning a check to the
depositary bank by the same general means
used for forward collection of a check from
the depositary bank to the paying bank. One
way to speed the return process is to prepare
the returned check for automated processing.
Returned checks can be automated by either
the paying bank or a returning bank by
placing the returned check in a carrier
envelope or by placing a strip on the bottom
of the returned check and encoding the
envelope or strip with the routing number of
the depositary bank, the amount of the check,
and a special return identifier. Returned
checks are identified by placing a ‘‘2’’ in
position 44 of the MICR line. (See American
National Standards Committee on Financial
Services, Specification for the Placement and
Location of MICR Printing, X9.13 (Sept. 8,
1983) hereinafter referred to as ‘‘ANSI X9.13–
1983.’’)

2. Generally, under the standard of care
imposed by § 229.38, a paying or returning
bank would be liable for any damages
incurred due to misencoding of the routing
number, the amount of the check, or return
identifier on a qualified returned check
unless the error was due to problems with
the depositary bank’s indorsement. (See also
discussion of § 229.38(c).) A qualified
returned check that contains an encoding
error would still be a qualified returned
check for purposes of the regulation.

3. A qualified returned check need not
contain the elements of a check drawn on the
depositary bank, such as the name of the
depositary bank. Because indorsements and
other information on carrier envelopes or
strips will not appear on a returned check
itself, banks will wish to retain carrier
envelopes and/or microfilm or other records
of carrier envelopes or strips with their check
records.
CC. 229.2(cc) Returning Bank

1. Returning bank is defined to mean any
bank (excluding the paying bank and the
depositary bank) handling a returned check.
A returning bank may or may not be a bank
that handled the returned check in the
forward collection process. A returning bank
includes a bank that agrees to handle a
returned check for expeditious return to the
depositary bank under § 229.31(a). A
returning bank is also a collecting bank for
the purpose of a collecting bank’s duty to
exercise ordinary care under U.C.C. 4–202(b)
and is analogous to a collecting bank for
purposes of final settlement. (See
Commentary to § 229.35(b).)
DD. 229.2(dd) Routing Number

1. Each bank is assigned a routing number
by Thomson Financial Publishing Inc., as
agent for the American Bankers Association.
The routing number takes two forms—a
fractional form and a nine-digit form. A
paying bank is identified by both the
fractional form routing number (which

normally appears in the upper right hand
corner of the check) and the nine-digit form.
The nine-digit routing number of the paying
bank generally is printed in magnetic ink
near the bottom of the check (the MICR strip;
see ANSI X9.13–1983). Subpart C requires
depositary banks and subsequent collecting
banks to place their routing numbers in nine-
digit form in their indorsements.

EE. 229.2(ee) [Reserved]

FF. 229.2(ff) [Reserved]

GG. 229.2(gg) Teller’s Check

1. Teller’s check is defined in the Act to
mean a check issued by a depository
institution and drawn on another depository
institution. The definition in the regulation
includes not only checks drawn by a bank on
another bank, but also checks payable
through or at a bank. This would include
checks drawn on a nonbank, as long as the
check is payable through or at a bank. The
definition does not include checks that are
drawn by a nonbank on a nonbank even if
payable through or at a bank. The definition
includes checks provided to a customer of
the bank in connection with customer
deposit account activity, such as account
disbursements and interest payments. The
definition also includes checks acquired from
a bank by a noncustomer for remittance
purposes, such as certain loan disbursement
checks. The definition excludes checks used
by the bank to pay employees or vendors and
checks issued by the bank in connection with
a payment service, such as a payroll or a bill-
paying service. Teller’s checks generally are
sold by banks to substitute the bank’s credit
for the customer’s credit and thereby enhance
the collectibility of the checks. A check
issued in connection with a payment service
generally is provided as a convenience to the
customer rather than as a guarantee of the
check’s collectibility. In addition, such
checks are often more difficult to distinguish
from other types of checks than are teller’s
checks as defined by this regulation.

HH. 229.2(hh) Traveler’s Check

1. The Act and regulation require that
traveler’s checks be treated as cashier’s,
teller’s, or certified checks when a new
depositor opens an account. (See § 229.13(a);
12 U.S.C. 4003(a)(1)(C).) The Act does not
define traveler’s check.

2. One element of the definition states that
a traveler’s check is ‘‘drawn on or payable
through or at a bank.’’ Traveler’s checks that
are not issued by banks may not have any
words on them identifying a bank as drawee
or paying agent, but may bear unique routing
numbers with an 8000 prefix that identifies
a bank as paying agent.

3. Because a traveler’s check is payable by,
at, or through a bank, it is also a check for
purposes of this regulation. When not subject
to the next-day availability requirement for
new accounts, a traveler’s check should be
treated as a local or nonlocal check
depending on the location of the paying
bank. The depositary bank may rely on the
designation of the paying bank by the routing
number to determine whether local or
nonlocal treatment is required.

II. 229.2(ii) Uniform Commercial Code
1. Uniform Commercial Code is defined as

the version of the Code adopted by the
individual states. For purposes of uniform
citation, all citations to the U.C.C. in this part
refer to the Official Text as approved by the
American Law Institute and the National
Conference of Commissioners on Uniform
State Laws.
JJ. 229.2(jj) [Reserved]

KK. 229.2(kk) Unit of General Local
Government

1. Unit of general local government is
defined to include a city, county, parish,
town, township, village, or other general
purpose political subdivision of a state. The
term does not include special purpose units,
such as school districts, water districts, or
Indian nations.
LL. 229.2(ll) Wire Transfer

1. The Act delegates to the Board the
authority to define the term wire transfer.
The regulation defines wire transfer as an
unconditional order to a bank to pay a fixed
or determinable amount of money to a
beneficiary, upon receipt or on a day stated
in the order, that is transmitted by electronic
or other means over certain networks or on
the books of banks and that is used primarily
to transfer funds between commercial
accounts. ‘‘Unconditional’’ means that no
condition, such as presentation of
documents, must be met before the bank
receiving the order is to make payment. A
wire transfer may be transmitted by
electronic or other means. ‘‘Electronic
means’’ include computer-to-computer links,
on-line terminals, telegrams (including TWX,
TELEX, or similar methods of
communication), telephone calls, or other
similar methods. Fedwire (the Federal
Reserve’s wire transfer network), CHIPS
(Clearing House Interbank Payments System,
operated by the New York Clearing House),
and book transfers among banks or within
one bank are covered by this definition.
Credits for credit and debit card transactions
are not wire transfers. The term wire transfer
excludes electronic fund transfers as that
term is defined by the Electronic Fund
Transfer Act.
MM. 229.2(mm) [Reserved]

NN. 229.2(nn) Good Faith
1. This definition of good faith derives

from U.C.C. 3–103(a)(4).
OO. 229.2(oo) Interest Compensation

1. This calculation of interest
compensation derives from U.C.C. 4A–
506(b). (See §§ 229.34(d) and 229.36(f).)

III. Section 229.3 Administrative
Enforcement [Reserved]

IV. Section 229.10 Next-Day Availability

A. Business Days and Banking Days
1. This section, as well as other provisions

of this subpart governing the availability of
funds, provides that funds must be made
available for withdrawal not later than a
specified number of business days following
the banking day on which the funds are
deposited. Thus, a deposit is considered


