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2. The following are several examples of
circumstances under which the reasonable
cause exception may be invoked:

a. If a bank received a notice from the
paying bank that a check was not paid and
is being returned to the depositary bank, the
depositary bank could place a hold on the
check or extend a hold previously placed on
that check, and notify the customer that the
bank had received notice that the check is
being returned. The exception could be
invoked even if the notice were incomplete,
if the bank had reasonable cause to believe
that the notice applied to that particular
check.

b. The depositary bank may have received
information from the paying bank, prior to
the presentment of the check, that gives the
bank reasonable cause to believe that the
check is uncollectible. For example, the
paying bank may have indicated that
payment has been stopped on the check, or
that the drawer’s account does not currently
have sufficient funds to honor the check.
Such information may provide sufficient
basis to invoke this exception. In these cases,
the depositary bank could invoke the
exception and disclose as the reason the
exception is being invoked the fact that
information from the paying bank indicates
that the check may not be paid.

c. The fact that a check is deposited more
than six months after the date on the check
(i.e. a stale check) is a reasonable indication
that the check may be uncollectible, because
under U.C.C. 4–404 a bank has no duty to its
customer to pay a check that is more than six
months old. Similarly, if a check being
deposited is postdated (future dated), the
bank may have a reasonable cause to believe
the check is uncollectible, because the check
may not be properly payable under U.C.C. 4–
401. The bank, in its notice, should specify
that the check is stale-dated or postdated.

d. There are reasons that may cause a bank
to believe that a check is uncollectible that
are based on confidential information. For
example, a bank could conclude that a check
being deposited is uncollectible based on its
reasonable belief that the depositor is
engaging in kiting activity. Reasonable belief
as to the insolvency or pending insolvency of
the drawer of the check or the drawee bank
and that the checks will not be paid also may
justify invoking this exception. In these
cases, the bank may indicate, as the reason
it is invoking the exception, that the bank has
confidential information that indicates that
the check might not be paid.

3. The Board has included a reasonable
cause exception notice as a model notice in
Appendix C (C–13). The model notice
includes several reasons for which this
exception may be invoked. The Board does
not intend to provide a comprehensive list of
reasons for which this exception may be
invoked; another reason that does not appear
on the model notice may be used as the basis
for extending a hold, if the reason satisfies
the conditions for invoking this exception. A
depositary bank may invoke the reasonable
cause exception based on a combination of
factors that give rise to a reasonable cause to
doubt the collectibility of a check. In these
cases, the bank should disclose the primary
reasons for which the exception was invoked

in accordance with paragraph (g) of this
section.

4. The regulation provides that the
determination that a check is uncollectible
shall not be based on a class of checks or
persons. For example, a depositary bank
cannot invoke this exception simply because
the check is drawn on a paying bank in a
rural area and the depositary bank knows it
will not have the opportunity to learn of
nonpayment of that check before funds must
be made available under the availability
schedules. Similarly, a depositary bank
cannot invoke the reasonable cause exception
based on the race or national origin of the
depositor.

5. If a depositary bank invokes this
exception with respect to a particular check
and does not provide a written notice to the
depositor at the time of deposit, the
depositary bank may not assess any overdraft
fee (such as an ‘‘NSF’’ charge) or charge
interest for use of overdraft credit, if the
check is paid by the paying bank and these
charges would not have occurred had the
exception not been invoked. A bank may
assess an overdraft fee under these
circumstances, however, if it provides notice
to the customer, in the notice of exception
required by paragraph (g) of this section, that
the fee may be subject to refund, and refunds
the charges upon the request of the customer.
The notice must state that the customer may
be entitled to a refund of any overdraft fees
that are assessed if the check being held is
paid, and indicate where such requests for a
refund of overdraft fees should be directed.
G. 229.13(f) Emergency Conditions

1. Certain emergency conditions may arise
that delay the collection or return of checks,
or delay the processing and updating of
customer accounts. In the circumstances
specified in this paragraph, the depositary
bank may extend the holds that are placed on
deposits of checks that are affected by such
delays, if the bank exercises such diligence
as the circumstances require. For example, if
a bank learns that a check has been delayed
in the process of collection due to severe
weather conditions or other causes beyond
its control, an emergency condition covered
by this section may exist and the bank may
place a hold on the check to reflect the delay.
This exception applies to local and nonlocal
checks, as well as checks that would
otherwise be made available on the next (or
second) business day after the day of deposit
under § 229.10(c). When a bank places or
extends a hold under this exception, it need
not make the first $100 of a deposit available
for withdrawal on the next business day, as
otherwise would be required by
§ 229.10(c)(1)(vii). In cases where the
emergency conditions exception does not
apply, as in the case of deposits of cash or
electronic payments under § 229.10 (a) and
(b), the depositary bank may not be liable for
a delay in making funds available for
withdrawal if the delay is due to a bona fide
error such as an unavoidable computer
malfunction.
H. 229.13(g) Notice of Exception

1. In general.
a. If a depositary bank invokes any of the

safeguard exceptions to the schedules listed

above, other than the new account exception,
and extends the hold on a deposit beyond the
time periods permitted in §§ 229.10(c) and
229.12, it must provide a notice to its
customer. Except in the cases described in
paragraphs (g)(2) and (g)(3) of this section,
notices must be given each time an exception
hold is invoked and must state the
customer’s account number, the date of
deposit, the reason the exception was
invoked, and the time period within which
funds will be available for withdrawal.

b. With respect to paragraph (g)(1), the
requirement that the notice state the time
period within which the funds shall be made
available may be satisfied if the notice
identifies the date the deposit is received and
information sufficient to indicate when funds
will be available and the amounts that will
be available at those times. For example, for
a deposit involving more than one check, the
bank need not provide a notice that discloses
when funds from each individual check in
the deposit will be available for withdrawal;
instead, the bank may provide a total dollar
amount for each of the time periods when
funds will be available, or provide the
customer with an explanation of how to
determine the amount of the deposit that will
be held and when the funds will be available
for deposit. Appendix C (C–12) contains a
model notice.

c. For deposits made in person to an
employee of the depositary bank, the notice
generally must be given to the person making
the deposit, i.e., the ‘‘depositor’’, at the time
of deposit. The depositor need not be the
customer holding the account. For other
deposits, such as deposits received at an
ATM, lobby deposit box, night depository, or
through the mail, notice must be mailed to
the customer not later than the close of the
business day following the banking day on
which the deposit was made.

d. Notice to the customer also may be
provided at a later time, if the facts upon
which the determination to invoke the
exception do not become known to the
depositary bank until after notice would
otherwise have to be given. In these cases,
the bank must mail the notice to the
customer as soon as practicable, but not later
than the business day following the day the
facts become known. A bank is deemed to
have knowledge when the facts are brought
to the attention of the person or persons in
the bank responsible for making the
determination, or when the facts would have
been brought to their attention if the bank
had exercised due diligence.

e. If the depositary bank extends the hold
placed on a deposit due to an emergency
condition, the notice requirement generally
applies; however, the regulation provides
that the bank need not provide a notice if the
funds would be available for withdrawal
before the notice must be sent. For example,
if on the last day of a hold period the
depositary bank experiences a computer
failure and customer accounts cannot be
updated in a timely fashion to reflect the
funds as available balances, notices are not
required if the funds are made available
before the notices must be sent.

f. In those cases described in paragraphs
(g)(2) and (g)(3), the depositary bank need not


