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Chief  Execut ive Of f i ce r

Joint press release and policy statement concerning 
the delayed availability of funds

Federal  r e g u l a t o r s ,  inc luding the Federal  Reserve 
Board, have issued a j o i n t  po l icy  s ta t ement  concerning 
the delayed a v a i l a b i l i t y  of  funds.  The pol icy  
s ta t ement  c a l l s  f o r  those f i n an c i a l  i n s t i t u t i o n s  t h a t  
de lay a v a i l a b i l i t y  to review and d i s c l o s e  t h e i r  
p o l i c i e s ,  and to r e f r a i n  from imposing unnecessary 
delays  on a l l  checks - -  p a r t i c u l a r l y  Social  Secur i t y  
and o the r  government checks.

The agencies  be l i eve  t h a t  volunta ry  i ndus t ry  a c t i o n ,  
r a t h e r  than mandatory requi rements ,  r ep re sen t s  a 
p o t e n t i a l  so lu t i o n  to  many of  the  problems a ssoc i a t ed  
with delayed a v a i l a b i l i t y .  However, the agencies  wi l l  
cons ide r  f u r t h e r  ac t i on  i f  they f ind t h a t  the e f f o r t  
to  solve the problem by vo lunta ry  means i s  inadequate .

J o i n t  press  r e l e a s e  and pol icy  s ta t ement  as submit ted 
fo r  pub l i ca t i on  in the Federal  Regi s te r

Legal Department,  Extension 6171

Public A f fa i r s  Department,  Extension 6289

Banks and others are encouraged to use the following incoming W ATS numbers in contacting this Bank: 1-800-442-7140 

(intrastate) and 1-800-527-9200 (interstate). For calls placed locally, please use 651 plus the extension referred to above.

This publication was digitized and made available by the Federal Reserve Bank of Dallas' Historical Library (FedHistory@dal.frb.org)



Joint News Release Federal Financial Institutions Regulators

For immediate r e l e a s e  March 22,  1984

Federal r e g u l a t o r s  of  commercial banks,  savings  banks and savings  and loan 

a s s o c i a t i o n s  today j o i n t l y  c a l l e d  upon f i n anc i a l  i n s t i t u t i o n s  to  r e f r a i n  from 

imposing unnecessary de lays  in  making funds a v a i l a b l e  t o  t h e i r  d e p o s i t o r s .

The Federal  Home Loan Bank Board,  t he  Federal  Deposi t  Insurance Corpora t ion ,  

t h e  Off ice  of t h e  Comptrol ler  of t h e  Currency and th e  Federal  Reserve Board made th e  

r e que s t  in a j o i n t  pol icy s t a t emen t .  The pol icy s ta t ement  was i ssued to  encourage 

banks and savings  and loans  t o  v o l u n t a r i l y  ame l iora te  t he  problem of  "delayed 

a v a i l a b i l i t y  of  funds" which a r i s e s  a t  i n s t i t u t i o n s  t h a t  delay t he  a b i l i t y  of  custom

e r s  t o  withdraw funds depos i t ed  by check.  The agencies  s a id  t he  problem i s  a r i s i n g  

a t  an i nc re a s i ng  number of i n s t i t u t i o n s .

The agenc ie s '  po l icy  s ta t ement  made several  s p e c i f i c  sugges t ions  fo r

address ing  t he  problem, which has r e s u l t e d  in  l e g i s l a t i o n  in two s t a t e s  and proposed

l e g i s l a t i o n  in  t he  U.S. Congress.  These sugges t i ons ,  as s e t  f o r th  in t he  a t tached

pol icy  s t a t emen t ,  sugges t  a review of p o l i c i e s  with t he  ob j e c t i v e  of reducing delays  

c o n s i s t e n t  with prudent  bus ines s  p r a c t i c e s ,  d i s c l o s in g  funds a v a i l a b i l i t y  p o l i c i e s  t o  

customers and r e f r a i n i n g  from imposing de lays  across  t he  board,  s p e c i f i c a l l y  delays  on 

Social  Secur i t y  and o the r  government checks depos i t ed  in e s t a b l i s h e d  accounts .

The agencies  s a i d  they hope t he  problem can be handled by voluntary ac t i on  

o f  f i n a n c i a l  i n s t i t u t i o n s  along th e  l i n e s  they sugges t .  But they sa id  they w i l l  be 

moni tor ing t he  e f f e c t i v e n e s s  o f  voluntary  ac t i on  and conduct ing consumer surveys .

The agencies  w i l l  cons ide r  f u r t h e r  ac t i on  i f  they f ind  t h a t  t he  e f f o r t  t o  solve  the 

problem by vo lunta ry  means i s  inadequate .
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COMPTROLLER OF THE CURRENCY

FEDERAL DEPOSIT INSURANCE CORPORATION

FEDERAL HOME LOAN BANK BOARD

FEDERAL RESERVE SYSTEM

Delayed A v a i l a b i l i t y  of Funds;
Issuance of a Pol icy  Statement

AGENCIES: Comptrol ler  of the  Currency,  Federal  Deposi t  Insurance Corpora t ion ,

Federal  Home Loan Bank Board,  and Board of  Governors of  the  Federal  Reserve System.

ACTION: Issuance of a po l i cy  s t a t emen t .

SUMMARY: The agencies  are  i s su ing  t h i s  po l icy  s ta t ement  t o  encourage and

a s s i s t  i ndus t ry  e f f o r t s  in v o lu n t a r i l y  address ing  the  problems caused by some 

f in a n c i a l  i n s t i t u t i o n s  when they delay a d e p o s i t o r ' s  a b i l i t y  t o  withdraw funds 

depos i t ed  by check - -  o f ten  ca l l ed  "delayed a v a i l a b i l i t y  of funds ."  The po l icy  

s ta t ement  c a l l s  f o r  t hose  f i n a n c i a l  i n s t i t u t i o n s  t h a t  delay a v a i l a b i l i t y  t o  

review and d i s c l o s e  t h e i r  p o l i c i e s ,  and t o  r e f r a i n  from imposing unnecessary 

de lays  on a l l  checks,  p a r t i c u l a r l y  on Social  Secur i t y  and o the r  government 

checks .  In reviewing t h e i r  a v a i l a b i l i t y  p o l i c i e s ,  i n s t i t u t i o n s  a re  asked to  

cons ider  t ak ing  i n to  account  f a c to r s  t h a t  i n d i c a t e  whether a given s i t u a t i o n  

p re sen t s  a r i sk  of l os s  and to  provide a means fo r  d ep os i t o r s  to  request  t h a t  

an except ion  be made to  t he  s tandard  hold po l i cy .

EFFECTIVE DATE: March 22,  1984.

FOR FURTHER INFORMATION CONTACT: William Grant ,  Of f i ce  of  t he  Comptrol ler

of  t he  Currency,  (202) 447-1938; Paul Sacht leben ,  Federal  Deposit  Insurance 

Corpo ra t ion ,  (202) 389-4761; Richard Tucker ,  Federal  Home Loan Bank Board,

(202) 377-6211; o r  Gerald Hur s t ,  Board of  Governors of  t he  Federal  Reserve 

System, (202) 452-3667.
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SUPPLEMENTARY INFORMATION: (1) Genera l . Delayed a v a i l a b i l i t y  - -  the

p r a c t i c e  by some f in a n c i a l  i n s t i t u t i o n s  of de laying a cus tomer ' s  

a b i l i t y  t o  withdraw funds deposi t ed  by check fo r  severa l  days a f t e r  

t he  da te  of deposi t  - -  has been an i s sue  of concern fo r  several  y e a r s .

I n t e r e s t  in l im i t i n g  or r e s t r i c t i n g  the  delayed a v a i l a b i l i t y  

p r a c t i c e  has i nc reased  r e cen t l y  both a t  t he  s t a t e  and fede ra l  l e v e l .

Two s t a t e s ,  New York and C a l i f o r n i a ,  have enacted laws address ing  t he  

i s sue  and several  o the r  s t a t e s  are  cons ide r ing  l e g i s l a t i o n .  In a d d i t i o n ,  

t h e r e  are  b i l l s  pending in both houses of Congress.

The agencies  be l i eve  t h a t  t he  p ra c t i c e  of delaying a v a i l a b i l i t y  

r e s u l t s  in  problems fo r  d e p o s i t o r s ,  e s p e c i a l l y  when the  pol icy i s  i n f l e x i b l e  

or i s  not d i s c lo sed  t o  depos i t o r s  in an e f f e c t i v e  manner. I n s t i t u t i o n s  

main ta in  t h a t  the  p r a c t i c e  of de laying a d e p o s i t o r ' s  a b i l i t y  t o  withdraw 

funds beyond the  t ime i t  t akes  t he  i n s t i t u t i o n  t o  r eceive  provis iona l  

c r e d i t  fo r  t he  check i s  j u s t i f i e d  t o  some ex t en t  because of t he  t ime 

i t  t ake s  fo r  a check to  be r e turned to  t he  i n s t i t u t i o n  of f i r s t  depos i t  

i f  i t  i s  not paid by the  paying i n s t i t u t i o n .  They s t a t e  t h a t  the  only 

way an i n s t i t u t i o n  l ea rns  t h a t  a depos i t ed  check i s  being r e turned unpaid 

i s  to  rece ive  the check back; t h u s ,  t h e r e  i s  a r i sk  of l o s s .  However, 

only about one percent  of a l l  checks a re  re turned  unpaid and only a very 

small percentage  of t he se  checks r e s u l t  in actual  lo s se s  to  f i n a n c i a l  

i n s t i t u t i o n s .  While i t  may be t r u e  t h a t  t he  frequency of l os se s  i s  small 

because of delayed a v a i l a b i l i t y  p o l i c i e s  and t h a t  t he  p o t e n t i a l  f o r  l os se s  

i s  much l a r g e r ,  t he  agencies  neve r the l e s s  bel ieve  t h a t  the  p r a c t i c e  of 

imposing delays  on a l 1 deposi t ed  checks wi thout  regard t o  whether a p a r t i c u l a r
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s i t u a t i o n  p re sen ts  a po t e n t i a l  r i sk  ( for  example,  t he  deposi t  of an unusual ly 

l a rge  personal  check i n t o  a new account)  does not appear t o  be j u s t i f i e d  by 

t he  r i s k  of l o s s .  More s p e c i f i c a l l y ,  f o r  example,  t h e re  i s  normally no 

j u s t i f i c a t i o n  fo r  de laying  a v a i l a b i l i t y  on a Social  Secur i t y  or o the r  

government check depos i t ed  i n to  an e s t a b l i s h e d  account beyond the  da te  when

an i n s t i t u t i o n  r ece ives  c r e d i t  fo r  the  check.  The real  r i s k  of l o s s  in such

cases  r e s u l t s  from f r au d ,  which t y p i c a l l y  would not be d iscovered u n t i l  long 

a f t e r  t he  check has c l e a r e d .

The agencies  be l i eve  t h a t  voluntary  i ndus t ry  a c t i o n ,  r a t h e r  than 

mandatory r equ i rement s ,  r ep re sen t s  a p o t e n t i a l  s o lu t i on  to  many of t he  problems 

caused by delayed a v a i l a b i l i t y ,  without  the  cos t s  and burdens of a l e g i s l a t i v e  

or r egu la to r y  approach.  The agencies  a r e ,  t h e r e f o r e ,  i s su in g  a pol icy  s ta tement  

t h a t  o u t l i n e s  t h e i r  concerns and recommending ac t i ons  t o  be taken by t he  indus t ry  

in the  hope t h a t  i t  wi l l  encourage and a s s i s t  vo lun ta ry  i ndus t ry  ac t i on .

(2) Discussion of pol icy  s t a t e m e n t . The po l icy  s ta t ement  c a l l s

on f i n a nc i a l  i n s t i t u t i o n s  t h a t  delay a v a i l a b i l i t y  to  t ake  severa l  a c t i o n s .  

I n s t i t u t i o n s  are  asked to  review t h e i r  p o l i c i e s ,  cons ide r  whether t he  delay 

per iods  can be reduced,  and d i s c l o se  t h e i r  p o l i c i e s  t o  customers in an 

e f f e c t i v e  manner. I n s t i t u t i o n s  are a l so  asked to  r e f r a i n  from imposing 

unnecessary delays  on a l l  checks,  p a r t i c u l a r l y  delays  on government checks 

depos i t ed  i n to  e s t a b l i s h e d  accounts beyond the  t ime r equi red  fo r  t he  i n s t i t u t i o n s  

t o  r ece ive  c r e d i t  f o r  t h e  checks.  In reviewing t h e i r  p o l i c i e s ,  i n s t i t u t i o n s  

are  asked to  cons ider  var ious  f a c to r s  t h a t  might i n d i c a t e  whether a r i sk  of 

l o s s  e x i s t s  in a given s i t u a t i o n  t h a t  j u s t i f i e s  a delay in  a v a i l a b i l i t y  and to  

provide depo s i t o r s  with a means fo r  reques t i ng  t h a t  an except ion be made from 

the  s tandard  hold p o l i c i e s .
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The act i ons  recommended are  based on the  agenc i e s '  b e l i e f  t n a t ,  

al though i t  i s  app rop r i a t e  t o  delay a v a i l a b i l i t y  in some s p e c i f i c  s i t u a t i o n s ,  

i t  i s  not necessary fo r  f i n a n c i a l  i n s t i t u t i o n s  to  delay a v a i l a b i l i t y  on a l l  

depos i t ed  checks.  By po in t ing  out  s p e c i f i c  ac t i ons  t h a t  i n s t i t u t i o n s  can 

t a k e ,  t he  agencies  hope t h a t  t he  pol icy  s ta t ement  wi l l  be a bas i s  fo r  i ndus t ry  

a c t i o n .  As the  s ta tement  i n d i c a t e s ,  t he  agencies  plan to  monitor developments 

in  t he  area to  determine whether f u r t h e r  s t eps  are  needed.

★ ★ ★ ★ ★

JOINT POLICY STATEMENT ON DELAYED AVAILABILITY OF FUNDS

The Comptrol ler  of the  Currency,  Federal  Deposi t  Insurance Corpora

t i o n ,  Federal  Home Loan Bank Board,  and Federal Reserve Board a re  i s su ing  t h i s  

po l icy  s tatement  regarding t he  p r a c t i c e  by f i nanc i a l  i n s t i t u t i o n s  of delaying 

a d e p o s i t o r ' s  a b i l i t y  to  withdraw funds deposi t ed  by check - -  o f ten c a l l e d  

"delayed a v a i l a b i l i t y  of funds ."  The agencies  are concerned about t he  problems 

t h i s  p r a c t i c e  causes fo r  depos i t o r s  and be l i eve  t h a t  voluntary  ac t i on  on the  

p a r t  of a l l  f i n a nc i a l  i n s t i t u t i o n s  t o  reduce t he se  problems would be the  most 

e f f i c i e n t ,  l e a s t  c o s t l y ,  and l e a s t  burdensome s o lu t i o n .

An inc rea s ing  number of f i n a n c i a l  i n s t i t u t i o n s  delay a d e p o s i t o r ' s  

a b i l i t y  t o  withdraw funds in order  to  reduce t h e i r  r i s k  of l o s s  i f  a deposi t ed  

check i s  r e turned unpaid.  However, f i n a n c i a l  i n s t i t u t i o n s  need not  impose 

such delays  on every deposi t ed  check in o rder  t o  reduce t he  r i s k .  In f a c t ,  

some delayed a v a i l a b i l i t y  p o l i c i e s  may be i n e q u i t a b l e .  The agencies  be l i eve  

t h a t  t h e r e  a re  ac t i ons  t h a t  f i n a nc i a l  i n s t i t u t i o n s  can t ake  now to  e l imina t e  

some of t he  problems.
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The agencies  be l i eve  t h a t  f i n a n c i a l  i n s t i t u t i o n s  t h a t  delay a v a i l 

a b i l i t y  should:

(1) Review t h e i r  p o l i c i e s  and cons ide r  reducing the  delay per iods  to  
t he  ex t en t  p o s s i b l e ,  c o n s i s t e n t  with prudent  bus iness  p r a c t i c e s .

(2) Disc lose  t h e i r  p o l i c i e s  t o  de po s i t o r s  in an e f f e c t i v e  manner a t  
the  t ime an account i s  opened and, when p r a c t i c a l ,  a t  t he  t ime 
a check i s  deposi t ed  t h a t  wi l l  be sub jec t  to  a delay in a v a i l 
a b i l i t y .  I n s t i t u t i o n s  might a l so  a l e r t  depos i t o r s  t o  other  
ways of t r a n s f e r r i n g  funds t h a t  do not involve checks ,  such as 
through wire t r a n s f e r s  or d i r e c t  deposi t  through an automated 
c l e a r i n g  house.

(3) Ref ra in from imposing unnecessary delays  on a l l  ch ecks , 
p a r t i c u l a r l y  delays on Social  Secur i ty  and o the r  government 
checks depos i t ed  i n to  e s t a b l i s h e d  accounts  beyond the  t ime 
r equ i r ed  to  rece ive  c r e d i t  f o r  the  checks.  (A delay beyond 
t h i s  t ime i s  ge ne ra l l y  i n a p p ro p r i a t e  s ince  t he  real  r i s k  is  
t h a t  of f r aud ,  which o r d i n a r i l y  wi l l  not be d i scovered u n t i l  
long a f t e r  t he  check has c l e a r e d . )

In reviewing t h e i r  p o l i c i e s ,  i n s t i t u t i o n s  should take  i n to  account 

f a c t o r s  t h a t  i n d i c a t e  whether a given s i t u a t i o n  pre sen ts  a r i s k  of l os s  t h a t  

j u s t i f i e s  a delay in a v a i l a b i l i t y .  These f a c t o r s  may inc lude ,  f o r  example, 

t he  l ength  of t ime the  account has been main ta ined ,  pa s t  exper ience  with the 

d e p o s i t o r ,  t he  i d e n t i t y  of t he  drawer ,  t he  type of check,  and the  l oca t i on  of 

the  payor depos i t ory  i n s t i t u t i o n .  In a d d i t i o n ,  i n s t i t u t i o n s  should cons ider  

p rov id ing ,  as pa r t  of t h e i r  p o l i c y ,  a means for  depos i t o r s  t o  reques t  t h a t  an 

except ion  be made from the  s tandard  delay p ra c t i c e  and inform d ep os i t o r s  of 

t h i s  p o s s i b i l i t y .

The agencies  hope t h a t  t he  problems caused by delayed a v a i l a b i l i t y  

p o l i c i e s  can be addressed by voluntary  i nd us t ry  a c t i o n ,  and urge t r a d e  groups 

and ind iv idual  i n s t i t u t i o n s  t o  a c t .  The agencies  wi l l  be moni tor ing t he  e f f e c 

t i v e n e s s  of t he se  voluntary  e f f o r t s  t o  determine t he  ex t en t  t o  which d i s c l o su re  

i s  being made and the  na ture  of s p e c i f i c  delayed a v a i l a b i l i t y  p o l i c i e s .  Consumer
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surveys wi l l  a l so  be conducted to  determine the  level  of consumer awareness of 

delayed a v a i l a b i l i t y  po l i c i e s  and the  ex t en t  of consumer problems.

I f  i t  appears t h a t  voluntary  ac t i on  i s  inadequate  t o  address  t he  

delayed a v a i l a b i l i t y  i s sue ,  the  agencies  wi l l  cons ide r  f u r t h e r  ac t i on  t o  deal 

with t he  p r a c t i c e  and the  problems i t  c auses .

Dated: March 22, 1984

By order  of the Off ice  of the  Compt rol l er  of the  Currency.

John F. Downey 
Chief National  Bank Examinei

By order  of the  Federal  Deposit  Insurance Corpora t ion .

^boy 1 e 1 .  Rooi nsi o y l e l .  R&oinson 
Execut ive Secre tary

By order  of the  Federal  Home Loan Bank Board.

T. J . F i n n  
Sec re t a ry  to  the  Board

By order  of t he  Board of Governors of t h e  Federal  Reserve System.

William W. Wiles 
S e c re t a r y  of the  Board




