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3 This section implements section 606 of the Act
(12 U.S.C. 4005). The Act keys the requirement to
pay interest to the time the depositary bank receives
provisional credit for a check. Provisional credit is
a term used in the U.C.C. that is derived from the
Code’s concept of provisional settlement. (See
U.C.C. 4–214 and 4–215.) Provisional credit is
credit that is subject to charge-back if the check is
returned unpaid; once the check is finally paid, the
right to charge back expires and the provisional
credit becomes final. Under Subpart C, a paying
bank no longer has an automatic right to charge
back credits given in settlement of a check, and the
concept of provisional settlement is no longer
useful and has been eliminated by the regulation.
Accordingly, this section uses the term credit rather
than provisional credit, and this section applies
regardless of whether a credit would be provisional
or final under the U.C.C. Credit does not include
a bookkeeping entry (sometimes referred to as
deferred credit) that does not represent funds
actually available for the bank’s use.

provide a notice every time an exception
hold is applied to a deposit. When paragraph
(g)(2) or (g)(3) requires disclosure of the time
period within which deposits subject to the
exception generally will be available for
withdrawal, the requirement may be satisfied
if the one-time notice states when ‘‘on us,’’
local, and nonlocal checks will be available
for withdrawal if an exception is invoked.

2. One-time exception notice.
a. Under paragraph (g)(2), if a

nonconsumer account (see Commentary to
§ 229.2(n)) is subject to the large deposit or
redeposited check exception, the depositary
bank may give its customer a single notice at
or prior to the time notice must be provided
under paragraph (g)(1). Notices provided
under paragraph (g)(2) must contain the
reason the exception may be invoked and the
time period within which deposits subject to
the exception will be available for
withdrawal (see Model Notice C–14). A
depositary bank may provide a one-time
notice to a nonconsumer customer under
paragraph (g)(2) only if each exception cited
in the notice (the large deposit and/or the
redeposited check exception) will be invoked
for most check deposits to the customer’s
account to which the exception could apply.
A one-time notice may state that the
depositary bank will apply exception holds
to certain subsets of deposits to which the
large deposit or redeposited check exception
may apply, and the notice should identify
such subsets. For example, the depositary
bank may apply the redeposited check
exception only to checks that were
redeposited automatically by the depositary
bank in accordance with an agreement with
the customer, rather than to all redeposited
checks. In lieu of sending the one-time
notice, a depositary bank may send
individual hold notices for each deposit
subject to the large deposit or redeposited
check exception in accordance with
§ 229.13(g)(1) (see Model Notice C–12).

b. In the case of a deposit of multiple
checks, the depositary bank has the
discretion to place an exception hold on any
combination of checks in excess of $5,000.
The notice should enable a customer to
determine the availability of the deposit in
the case of a deposit of multiple checks. For
example, if a customer deposits a $5,000
local check and a $5,000 nonlocal check,
under the large deposit exception, the
depositary bank may make funds available in
the amount of (1) $100 on the first business
day after deposit, $4,900 on the second
business day after deposit (local check), and
$5,000 on the eleventh business day after
deposit (nonlocal check with 6-day exception
hold), or (2) $100 on the first business day
after deposit, $4,900 on the fifth business day
after deposit (nonlocal check), and $5,000 on
the seventh business day after deposit (local
check with 5-day exception hold). The notice
should reflect the bank’s priorities in placing
exception holds on next-day (or second-day),
local, and nonlocal checks.

3. Notice of repeated overdraft exception.
Under paragraph (g)(3), if an account is
subject to the repeated overdraft exception,
the depositary bank may provide one notice
to its customer for each time period during
which the exception will apply. Notices sent

pursuant to paragraph (g)(3) must state the
customer’s account number, the fact the
exception was invoked under the repeated
overdraft exception, the time period within
which deposits subject to the exception will
be made available for withdrawal, and the
time period during which the exception will
apply (see Model Notice C–15). A depositary
bank may provide a one-time notice to a
customer under paragraph (g)(3) only if the
repeated overdraft exception will be invoked
for most check deposits to the customer’s
account.

4. Record retention. A depositary bank
must retain a record of each notice of a
reasonable cause exception for a period of
two years, or such longer time as provided
in the record retention requirements of
§ 229.21. This record must contain a brief
description of the facts on which the
depositary bank based its judgment that there
was reasonable cause to doubt the
collectibility of a check. In many cases, such
as where the exception was invoked on the
basis of a notice of nonpayment received, the
record requirement may be met by retaining
a copy of the notice sent to the customer. In
other cases, such as where the exception was
invoked on the basis of confidential
information, a further description to the facts,
such as insolvency of drawer, should be
included in the record.
I. 229.13(h) Availability of Deposits Subject
to Exceptions

1. If a depositary bank invokes any
exception other than the new account
exception, the bank may extend the time
within which funds must be made available
under the schedule by a reasonable period of
time. This provision establishes that an
extension of up to one business day for ‘‘on
us’’ checks, five business days for local
checks, and six business days for nonlocal
checks is reasonable. Under certain
circumstances, however, a longer extension
of the schedules may be reasonable. In these
cases, the burden is placed on the depositary
bank to establish that a longer period is
reasonable.

2. For example, assume a bank extended
the hold on a local check deposit by five
business days based on its reasonable cause
to believe that the check is uncollectible. If,
on the day before the extended hold is
scheduled to expire, the bank receives a
notification from the paying bank that the
check is being returned unpaid, the bank may
determine that a longer hold is warranted, if
it decides not to charge back the customer’s
account based on the notification. If the bank
decides to extend the hold, the bank must
send a second notice, in accordance with
paragraph (g) of this section, indicating the
new date that the funds will be available for
withdrawal.

3. With respect to Treasury checks, U.S.
Postal Service money orders, checks drawn
on Federal Reserve Banks or Federal Home
Loan Banks, state and local government
checks, cashier’s checks, certified checks,
and teller’s checks subject to the next-day (or
second-day) availability requirement, the
depositary bank may extend the time funds
must be made available for withdrawal under
the large deposit, redeposited check, repeated
overdraft, or reasonable cause exception by a

reasonable period beyond the delay that
would have been permitted under the
regulation had the checks not been subject to
the next-day (or second-day) availability
requirement. The additional hold is added to
the local or nonlocal schedule that would
apply based on the location of the paying
bank.

4. One business day for ‘‘on us’’ checks,
five business days for local checks, and six
business days for nonlocal checks, in
addition to the time period provided in the
schedule, should provide adequate time for
the depositary bank to learn of the
nonpayment of virtually all checks that are
returned. For example, if a customer deposits
a $7,000 cashier’s check drawn on a nonlocal
bank, and the depositary bank applies the
large deposit exception to that check, $5,000
must be available for withdrawal on the first
business day after the day of deposit and the
remaining $2,000 must be available for
withdrawal on the eleventh business day
following the day of deposit (six business
days added to the five-day schedule for
nonlocal checks), unless the depositary bank
establishes that a longer hold is reasonable.

5. In the case of the application of the
emergency conditions exception, the
depositary bank may extend the hold placed
on a check by not more than a reasonable
period following the end of the emergency or
the time funds must be available for
withdrawal under §§ 229.10(c) or 229.12,
whichever is later.

6. This provision does not apply to holds
imposed under the new account exception.
Under that exception, the maximum time
period within which funds must be made
available for withdrawal is specified for
deposits that generally must be accorded
next-day availability under § 229.10. This
subpart does not specify the maximum time
period within which the proceeds of local
and nonlocal checks must be made available
for withdrawal during the new account
period.

VIII. Section 229.14 Payment of Interest

A. 229.14(a) In General
1. This section requires that a depositary

bank begin accruing interest on interest-
bearing accounts not later than the day on
which the depositary bank receives credit for
the funds deposited.3 A depositary bank


