
FEDERAL RESERVE BANK
OF NEW YORK

Circular No. 8712 
December 20, 1979

REGULATION J
Comment Invited on Modifications to Subparts A and B of the Regulation

To All Member Banks, and Others Concerned, 
in the Second Federal Reserve District:

The B oard o f  G overnors o f the F edera l R eserve System  has invited com m ent, by  F eb ru a ry  15, 
1980, on a proposal to c la r ify  and sim p lify  certain  portions o f its R egulation  J (S u bparts A  and B) 
dea lin g  w ith ch eck  collection  and w ire transfers. The fo llow in g  is quoted from  the text o f  the B oard ’s 
announcem ent:

The Board asked for comment by February 15, 1980.

There were no substantive changes. The modification of the Regulation is being undertaken by the 
Board as part of a program for review of all of its regulations and rules to determine if they are in whole 
or in part required by law, their costs and benefits, whether the underlying statutes need revision, 
whether there are non-regulatory alternatives, whether any regulations can be cancelled and to what 
extent the Board’s regulations can be simplified, put in better format or better related to current policy 
goals.

The Board recently published for comment a new section of Regulation J (Subpart C) that deals with 
the electronic transfer of funds through automated clearing houses operated by the Federal Reserve.

E n closed — for ban k in g  institutions in this D istrict— is the text o f the B oard ’s proposal. It w ill be 
published in the Federal Register, and cop ies w ill be m ade available upon request d irected  to our 
C ircu lars D ivision. C om m ents on the proposal m ay be sent to our Check P rocessing  D epartm ent.

T h o m a s  M. T i m l e n ,
First Vice President.
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TITLE 1 2 -B A N K S  AND BANKING

C H A P T E R  II— FE D E R A L RESERVE SYSTEM

SU B C H A PTE R  A -B O A R D  OF G O V E R N O R S OF THE FE D E R A L RESERVE SYSTEM

PA R T  2 1 0 -C O L L E C T IO N  OF C H E C K S AN D OTH ER ITEMS 
AND TRA N SFE R  OF FUNDS

REG U LATIO N  J

[D o ck e t  N o. R -0266]

A G E N C Y : Board o f  G overn ors o f  the F edera l R eserv e  System .

A C TIO N : Proposed  rules.

SU M M A R Y : By this a ction  the Board proposes to  c la r ify  and sim p lify  Subparts
A and B o f  R egu lation  J. It is not in tended that any substantive ch an ges be m ade in 
the duties and resp on sib ilities  that are set forth  in these regu la tory  provisions.

D A TE : C om m en ts m ust be re ce iv e d  on or b e fo r e  February 15, 1980.

A D D RESS: C om m en ts , w hich  should re fe r  to  D o ck e t  N o. R -0 2 6 6 , m ay be m ailed  to  
T h eodore  E. A llison , S ecre ta ry , Board o f  G overn ors o f  the F edera l R eserv e  System , 
20th S treet and C on stitu tion  A venue, N .W ., W ashington, D .C . 20551, or d e livered  to  
R oom  B-2223 b e tw een  8:45 a .m . and 5:15 p .m . C om m en ts re ce iv e d  m ay also be 
in sp ected  at R oom  B -1122 b e tw een  8:45 a .m . and 5:15 p .m ., e x c e p t  as prov ided  in 
section  261.6(a) o f  the Board's R u les R egarding  A va ila b ility  o f  In form ation  (12 
C F R  § 261.6(a)).

F O R  FU RTH ER IN FO RM ATIO N  C O N T A C T : Lee S. A dam s, Senior A ttorn ey
(2 0 2 /4 5 2 -3 5 9 4 ), L egal D ivision , Board o f  G overn ors o f  the F edera l R eserv e  System , 
W ashington, D .C . 20551.

SU PPLE M E N TA R Y IN FO RM ATIO N : As part o f  its R egu la tory  Im provem ent Pro
je c t , the Board has rev iew ed  the regu la tory  fra m ew ork  fo r  the c o l le c t io n  o f  ch eck s  
and oth er item s and fo r  w ire tran sfers o f  funds that are set forth  in Subparts A and 
B o f  R egu lation  J. The Board has determ in ed  th at, w hile substantive changes in the 
regu lation  w ere not requ ired , it was desirable  to  re d ra ft  the regu lation  to  c la r ify  
and s im p lify  the language. In red ra ftin g  R egu a ltion  J, the Board was aw are that 
m uch o f  the te rm in o log y  o f  the regu lation  is com m on  and lega lly  re co g n iz e d  through 
its co n s is te n cy  with the U niform  C o m m e rc ia l C od e . A lthough  language im p rove 
m ents w ere m ade to  a ch ieve  b re v ity  and c la r ity , ca re  was taken not to  a lter  legal 
co n ce p ts  through s ty lis t ic  change.

The Board n otes that the rev ised  m ateria l was d ra fted  to con form  
gen era lly  with the new part o f  R egu lation  J, Subpart C (A u tom a ted  C learin g  House 
Item s) w hich the Board re ce n tly  approved fo r  pu b lic  com m en t (44 FR 67995). O nly 
m inor e d ito r ia l changes w ill be  requ ired  to  co n fo rm  a final version  o f  Subpart C with 
the rev ised  Subparts A and B.

[Ref. Cir. No. 8712]
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This n o t ic e  is published pursuant to  § 553(b) o f  T itle  5, U nited States 
C od es , and § 262.2(a) o f  th e R ules o f  P rocedu re  o f  th e  Board o f  G overn ors . The 
prop osa l is m ade under the au th ority  o f  se ction s  11 and 16 o f  the F edera l R eserv e  
A c t  (12 U .5 .C . 248(j), (o )), w hich a u th orize  th e Board to  prom u lgate  rules govern ing  
the tran sfers  o f  funds through F edera l R e se rv e  Banks. To aid in the con sid era tion  o f  
this m ateria l by the B oard, in terested  persons are in v ited  to  subm it re levan t data, 
v iew s, com m en ts , or argum ents.

To im plem en t its p rop osa l, the Board is con sid erin g  am ending R egu lation  
3 (12 C F R  210) as set fo r th  b e low :

RE G U LA TIO N  J 

(12 C F R  210)

C o lle c t io n  o f  C h eck s and O ther Item s and W ire Transfers o f  Funds

SU BPART A —C o lle c t io n  o f  C h eck s and O th er Item s 

SECTION 210 .1— A u th ority , Purpose, And S cop e

The Board o f  G overn ors o f  the F edera l R e se rv e  System  ("B oard") has 
issued this subpart pursuant to  the F edera l R eserv e  A c t , se ction  13, as am ended (1 
U .S .C . §342), se c t io n  16 (12 U .S .C . » 248 (c), 360), se c t io n  l l ( i )  (12 U .S .C . §24S(i)), 
and oth er  law s. This subpart govern s the c o l le c t io n  o f  ch eck s  and oth er casn  and 
noncash  item s by  F edera l R e se rv e  Banks ("R e se rv e  Banks"). Its purpose is to  
prov ide  rules fo r  c o l le c t in g  item s and se ttlin g  ba lan ces.

SECTION 2 1 0 .2—D efin ition s

As used in this subpart, unless the c o n te x t  o th erw ise  requ ires:

(a) "A ctu a lly  and fin a lly  c o l le c te d  funds" m eans cash  or any oth er form  o f 
paym en t that is, or has b e co m e , final and irre v o ca b le .

(b) "Bank d ra ft"  m eans a ch eck  drawn by one bank on another bank.

(c ) "Banking day" m eans a day during which a bank is open to  the public for  
carry in g  on substantia lly  all its banking fu n ction s .

(d) "C ash  ite m " m eans:

(1) a ch eck  oth er than one c la ss ifie d  as a noncash item  under this 
se c t io n ; or

(2) any oth er item  payable  on dem and and c o l le c t ib le  at par that the 
R e se rv e  Bank o f  th e D istr ic t  in which the item  is payable  is 
w illing to  a c c e p t  as a cash item .

(e) "C h e ck " m eans a d ra ft , as de fin ed  in the U niform  C o m m ercia l C od e , 
th at is drawn on a bank and payable  on dem and.
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(f) '’ Item " m eans an instrum ent for  the paym ent o f  m oney, w hether 
n egotia b le  or n ot, that is:

(1) payable  in a F edera l R eserv e  D istr ic t-^  ("D is tr ic t" ) ;

(2) sent by a sender to  a R eserve  Bank fo r  handling under this sub
part; and

(3) c o l le c t ib le  in funds a c ce p ta b le  to  the R eserv e  Bank o f  the 
D istr ic t  in which the instrum ent is payable .

Unless oth erw ise  in d ica ted , " ite m " includes both  cash  and noncash 
item Sf "Item " does not include a ch eck  that can n ot be  c o l le c t e d  at 
p a r ,-  or an " ite m " as d e fin ed  in se c t io n  210.26 that is handled in 
a cco rd a n ce  with subpart B.

(g) "N onbank payor" m eans a payor o f  an item , o th er than a bank.

(h) "N oncash  item " m eans an item  that a re ce iv in g  R eserv e  Bank c la ss ifie s  
in its operatin g  circu lars  as requiring sp ecia l handling. The term  also 
m eans an item  norm ally  re ce iv e d  as a cash  item  if a R eserv e  Bank 
d ecid es  that sp ecia l con d ition s requ ire that it handle the item  as a 
noncash item .

(i) "P ay in g  bank" m eans:

(1) the bank by w hich an item  is payab le , unless the item  is payable  
or c o l le c t ib le  through another bank and is sent to the oth er bank 
fo r  paym ent or c o l le c t io n ; or

(2) the bank through which an item  is payable  or c o l le c t ib le  and to 
which it is sent fo r  paym ent or c o lle c t io n .

(j) "S ender" m eans a m em ber bank, a nonm em ber clea rin g  bank, a R eserve  
Bank, an in tern ation al o rgan iza tion , or a fo re ig n  corresp on d en t that 
sends an item .

(1) "N on m em ber c lea rin g  bank" m eans:

(i) a bank that is not a m em ber o f  the F edera l R eserv e  S ystem , 
but m aintains with a R eserv e  Bank the ba la n ce  re fe rre d  to  
in the firs t  paragraph o f  se ction  13 o f  the F edera l R eserv e  
A c t ; or

(ii) a corp ora tion  that m aintains an a ccou n t with a R eserve  
Bank in co n fo rm ity  with se c t io n  211.4 o f  this ch apter 
(R egu la tion  K).

17 For purposes o f  this subpart, the Virgin Islands and Puerto R ic o  are d eem ed  to 
be in the Second D is tr ic t , and Guam and A m erican  Sam oa in the T w elfth  D istr ic t .

2 / The Board publishes a "M em orandum  on Exchange C h arges," listing the banks 
that w ould im pose exch an ge  ch arges on cash item s and oth er ch eck s forw a rd ed  by 
R eserv e  Banks and th e re fo re  would not pay at par.
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(2) ’’ In ternational o rg a n iza tion ” m eans an in tern ation al organ iza tion  
fo r  w hich the R e se rv e  Banks are em p ow ered  to  a c t  as d ep osita ries  
or f is c a l  agents and fo r  w hich a R eserv e  Bank m aintains an 
a ccou n t.

(3) "F ore ign  corresp on d en t” m eans any o f  the fo llow in g  fo r  w hich a 
R e se rv e  Bank m aintains an a cco u n t: a fo re ig n  bank or banker, a 
fo re ig n  sta te  as d e fin ed  in section  25(b) o f  the F edera l R eserv e  
A c t  (12 U .S .C . §632), or a fo re ig n  corresp on d en t or agen cy  
re fe rre d  to  in se c t io n  14(e) o f  that A c t  (12 U .S .C 3 358).

(k) "S ta te "  m eans a State o f  the U nited  S ta tes, the D is tr ic t  o f  C olu m bia , 
P u erto  R ic o , or a te rr ito ry , possession , or dep en den cy  o f  the U nited 
S ta tes.

SECTION 210.3—G en eral P rovisions

(a) G en era l. Each R e se rv e  Bank shall r e ce iv e  and handle item s in a c c o r 
dan ce  with this subpart, and shall issue operatin g  c ircu la rs  govern ing  the deta ils  o f  
its handling o f  item s and oth er m a tters  d eem ed  app ropria te  by the R e se rv e  Bank. 
The c ircu la rs  m ay, am ong oth er things, c la ss ify  cash  item s and noncash item s, 
requ ire sep ara te  sorts and le tte rs , and prov ide  d iffe re n t  c losin g  tim es fo r  the 
r e c e ip t  o f  d iffe re n t  c la sses  or types o f  item s.

(b) Binding e f f e c t . This subpart and the op era tin g  c ircu la rs  o f  the R eserv e  
Banks are binding on the sender o f  an item  and on each  c o lle c t in g  bank, paying 
bank, and nonbank payor, to  which a R eserv e  Bank (or  a subsequent c o lle c t in g  bank) 
p resen ts or sends an item .

(c ) G overn m en t Item s. As d ep osita ries  and fis ca l agents o f  the U nited S tates, 
R e se rv e  Banks handle certa in  item s as cash  or noncash item s. To the ex ten t 
p rov id ed  by regu lation s issued by , and arrangem ents m ade w ith, the U nited States 
Treasury D epartm en t and oth er G overn m en t dep artm en ts and a g en cies , the 
handling o f  such item s by the R eserv e  Banks is govern ed  by this subpart. The 
R e se rv e  Banks shall include in their operatin g  c ircu la rs  such in form a tion  regarding 
th ese  regu lation s and arran gem en ts as the R eserv e  Banks deem  app ropria te .

(d) G overn m en t Senders. E xcep t as o th erw ise  prov ided  by sta tu tes o f  the 
U nited  S ta tes, or regu lation s issued or arrangem ents m ade thereunder, this subpart 
and the opera tin g  c ircu la rs  o f  the R e se rv e  Banks apply to the fo llow in g  when 
a ctin g  as a sender: a dep artm en t, a gen cy , in stru m en ta lity , independent estab lish 
m ent, or o f f i c e  o f  the U nited  S ta tes, or a w holly  ow ned or con tro lle d  G overn m en t 
co rp o ra tio n , that m aintains or uses an a ccou n t w ith a R eserv e  Bank.

SECTION 210 .4— Sending Item s to  R e se rv e  Banks

(a) A sender m ay send any item  to  the R eserv e  Bank with which it m aintains 
or uses an a cco u n t, but th at R e se rv e  Bank m ay perm it or requ ire the sender to send 
d ire c t  to  another R e se rv e  Bank an item  payable  w ithin the other R eserv e  Bank s 
D istr ic t .

(b) With re sp e ct  to  an item  sent d ire c t , the relationsh ips and the rights and 
lia b ilities  b e tw een  the sender, the R e se rv e  Bank o f  its D istr ic t , and the R eserv e  
Bank to  w hich the item  is sent are the sam e as if the sender had sent the item  to 
the R eserv e  Bank o f  its D is tr ic t  and that R e se rv e  Bank had sent the item  to ihe 
oth er R eserve  Bank.
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(c ) The R eserv e  Banks snail r e ce iv e  cash  item s and oth er ch e ck s  at par.

SECTION 210.5— Sender's A g reem en t; R e c o v e ry  By R eserv e  Bank

(a) Sender's a g reem en t. By sending an item  to  a R e se rv e  Bank, the sender:

(1) au th orizes the rece iv in g  R eserve  Bank (and any oth er R eserv e  Bank or 
c o lle c t in g  bank to which the item  is sent) to  handle the item  su b ject  to  
this subpart and to  the R eserv e  Banks' operatin g  c ircu la rs , and w arrants 
its authority  to  g ive  this au th oriza tion ;

(2) w arrants to  each  R eserv e  Bank handling the item  th at: (i) the sender
has good  t it le  to  the item  or is a u th orized  to  obta in  paym ent on b eh a lf
o f  one w ho has good  t it le  (w hether or n ot this w arranty is ev id e n ce d  by 
the sender's express guaranty o f  p rior in dorsem en ts on the item ); and
(ii) to  the ex ten t p rescr ib ed  by State law  ap p lica b le  to  a R eserv e  Bank 
or subsequent c o lle c t in g  bank handling the item , the item  has not been  
m ateria lly  a lte red ; but this subparagraph (2) does not lim it any 
w arranty by a sender arising under S tate law ; and

(3) agrees to  in dem n ify  each  R eserv e  Bank fo r  any loss or expen se
sustained (including a ttorn eys ' fe e s  and expen ses o f  litiga tion ) resu lting 
from  (i) the sender's lack  o f  a u th ority  to  m ake the w arranty in
paragraph (a)(1) o f  this se c t io n ; (ii) any a ction  taken by the R eserv e  
Bank within the sco p e  o f  its a u th ority  in handling the item ; or (iii) any 
w arranty m ade by the R e se rv e  Bank under section  210.6(b) o f  this 
subpart.

(b) R e co v e ry  by R eserv e  Bank. If an a ction  or p roceed in g  is brought against 
a R e se rv e  Bank th at has handled an item , based  on:

(1) the a lleged  fa ilu re  o f  the sender to  have the au th ority  to  m ake the 
w arranty and a greem en t in subparagraph (a)(1) o f  this se ction ;

(2) any a ction  by the R eserv e  Bank w ithin the sco p e  o f  its au th ority  in 
handling the item ; or

(3) any w arranty m ade by the R eserv e  Bank under section  210.6(b) o f  this 
subpart,

the R eserve  Bank m ay, upon the en try  o f  a fin a l judgm ent or d e c re e , r e co v e r  from  
the sender the am ount o f  a ttorn eys ' fe e s  and oth er expen ses o f  litiga tion  in curred , 
as w ell as any am ount the R eserve  Bank is requ ired  to  pay under the ju dgm ent or 
d e cre e , tog e th er  with in terest th ereon .

(c ) M ethods o f  r e c o v e r y . The R eserv e  Bank m ay re co v e r  the am ount sta ted  
in paragraph (b) o f  this se c t io n  by charging  any a ccou n t on its book s that is 
m aintained or used by the sender (or if the sender is another R eserv e  Bank, by 
en terin g  a ch arge  against the oth er R eserv e  Bank through the In terd is tr ict Set
tlem en t Fund), if :

(1) the R eserve  Bank m ade season able  w ritten  dem and on the sender to  
assum e defen se  o f  the a ction  or p roceed in g ; and

(2) the sender has not m ade any oth er arran gem en t fo r  paym ent that is 
a c ce p ta b le  to  the R eserv e  Bank.
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A R e se rv e  Bank th at has been  ch arged  through the In terd is tr ict S e ttlem en t Fund 
m ay re co v e r  from  its sender in the m anner and under the c ircu m sta n ce s  se t forth  
in this paragraph. A  R e se rv e  Bank's fa ilu re  to  avail it s e lf  o f  the rem edy  prov ided  
in this paragraph does not p re ju d ice  its e n fo rce m e n t  in any oth er m anner o f  the 
in dem n ity  a g reem en t r e fe rre d  to  in subparagraph (a)(3) o f  this se c t io n .

SECTION 210.6— Status, W arranties, 
and L iab ility  o f  R e se rv e  Bank

(a) (1) Status and lia b ility . A R eserv e  Bank shall a c t  on ly  as the sender's 
agen t in re sp e ct  o f  an item . This a gen cy  term in ates  not la ter than th e tim e  the 
R e se rv e  Bank r e ce iv e s  paym ent fo r  the item  in a ctu a lly  and fin a lly  c o l le c te d  funds 
and m akes the p ro ce e d s  ava ilab le  fo r  use by the sender. A R e se rv e  Bank shall not 
a c t  as agent or subagent o f  an ow ner or holder o f  an item  oth er than the sender. A 
R e se rv e  Bank shall not have or assum e any lia b ility  to  the sender in re sp e ct  o f  an 
item  or its p ro ce e d s  e x c e p t  fo r  the R eserv e  Bank's ow n lack  o f  good  fa ith  or fa ilu re  
to  e x e r c is e  ordinary ca re .

(2) R e lia n ce  on routing designation  appearing on ite m . A R eserv e  Bank 
m ay presen t or send an item  based on the routing num ber or oth er designation  o f  a 
paying bank or nonbank payor appearing in any form  on the item  when the R eserve  
Bank re ce iv e s  it. A R e se rv e  Bank shall not be  respon sib le  fo r  any delay  resulting 
from  its a ctin g  on any design ation , w hether in scribed  by m a gn etic  ink or by  other 
m eans, and w hether or not the designation  a c te d  on is con sisten t w ith any oth er 
design ation  appearing on the item .

(b) W arranties and lia b ility . By presenting  or sending an ite m , a R e se rv e  
Bank w arrants to  a subsequent c o lle c t in g  bank and to  the paying bank and any oth er 
payor:

(1) that the R eserv e  Bank has good  t it le  to  the item  (or is au th orized  to 
obta in  paym ent on b eh a lf o f  one who e ith er  (i) has good  t it le  or (ii) is 
au th orized  to  obta in  paym ent on b eh a lf o f  one who has good  t it le ), 
w hether or not this w arranty is e v id en ced  by the R e se rv e  Bank's express 
guaranty o f  prior in dorsem en ts on the item ; and

(2) that the item  has not been  m a teria lly  a ltered  to  the ex te n t p rescr ibed  
by S tate law  a p p lica b le  to  a R eserv e  Bank or subsequent c o lle c t in g  bank 
holding the item .

The R eserve  Bank shall not have or assum e any oth er lia b ility  to the paying bank or 
oth er payor, e x c e p t  fo r  th e R e se rv e  Bank's ow n lack  o f  good  fa ith  or fa ilu re  to  
e x e r c is e  ord inary  ca re .

SECTION 210 .7— Presenting Item s fo r  Paym ent

(a) P resenting or sending. As prov ided  under S tate law  or as oth erw ise  
p erm itted  by this s e c t io n : (1) a R eserv e  Bank or a subsequent c o lle c t in g  bank m ay 
presen t an item  fo r  paym ent or send the item  fo r  presen tm en t and paym en t; and 
(2) a R eserv e  Bank m ay send an item  to  a subsequent c o lle c t in g  bank with 
au th ority  to  presen t it fo r  paym ent or to  send it fo r  p resen tm en t and paym ent.

(b) P lace  o f  p resen tm en t. A R eserve  Bank or subsequent c o lle c t in g  bank 
m ay presen t an item :
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(1) at a p la ce  requ ested  by the paying bank;

(2) at a p la ce  requ ested  by the nonbank payor, if the item  is payable  by a 
nonbank payor oth er than through a paying bank;

(3) under a sp ecia l c o l le c t io n  agreem en t con sisten t with this subpart; or

(4) through a clea rin g  house and su b je c t  to  its rules and p ra c t ic e s .

(c ) Presenting or sending d ir e c t . A R e se rv e  Bank or subsequent c o lle c t in g  
bank m ay, w ith re sp e ct  to  an item  payab le  in the R eserv e  Bank’s D is tr ic t :

(1) presen t or send the item  d ire c t  to  the paying bank, or to  a p la ce  
requ ested  by the paying bank; or

(2) if the item  is payable  by a nonbank payor oth er than through a paying 
bank, presen t it d ire c t  to  the nonbank payor. D ocu m en ts, se cu r itie s , or 
o th er papers a ccom p an y in g  a noncash item  shall not be d e livered  to  the 
nonbank payor b e fo r e  the item  is paid unless the sender s p e c if ica lly  
au th orizes  d e livery .

(d) Item  payable  in another d is tr ic t . A  R eserv e  Bank rece iv in g  an item  
payable  in another D istr ic t  ord inarily  sends th e item  to  the R eserv e  Bank o f  the 
oth er D is tr ic t , but w ith the agreem en t o f  the oth er R eserv e  Bank, m ay presen t or 
send the item  as if  it w ere payable  in its ow n D istr ic t .

SECTION 210.S— Presenting N oncash Item s fo r  A cce p ta n ce

A R e se rv e  Bank or a subsequent c o lle c t in g  bank m ay, if in stru cted  by the 
sender, present a noncash item  fo r  a c ce p ta n ce  in any m anner au th orized  by law if : 
(1) the item  prov ides that it m ust be p resen ted  fo r  a c ce p ta n ce ; (2) the item  is 
payable  e lsew h ere  than at the resid en ce  or p la ce  o f  business o f  the payor; or (3) the 
date o f  paym ent o f  the item  depends on p resen tm en t fo r  a c ce p ta n ce . D ocu m en ts 
a ccom p an y in g  a noncash item  shall not be de livered  to  the payor upon a c ce p ta n ce  
o f  the item  unless the sender s p e c if ic a lly  au th orizes  de livery . A R e se rv e  Bank 
shall not have or assum e any oth er ob liga tion  to  presen t or to  send fo r  presen tm en t 
fo r  a c ce p ta n ce  any noncash item .

SECTION 2 1 0 .9 -P a y m e n t

(a) Cash item s. A paying bank b e co m e s  a cco u n ta b le  fo r  the am ount o f  a 
cash  item  re ce iv e d  d ire c t ly  or in d irect ly  from  a. R eserv e  Bank, at the c lo s e  o f  the 
paying bank's banking day on w hich it re ce iv e s—' the item  if it retains the item  
a fte r  th e c lo s e  o f  that banking day, unless, prior to  that t im e , it pays fo r  the item  
by:

3 / A paying bank is deem ed  to  r e ce iv e  a cash item  on its n ext banking day if it 
r e ce iv e s  the item :

(1) on a day oth er than a banking day fo r  it ; or
(2) on a banking day fo r  it , but

(i) a fte r  its regular banking hours;
(ii) a fte r  a " c u t -o f f  hour" estab lish ed  by it in a cco rd a n ce  w ith State 
law ; or
(iii) during a fte rn oon  or even ing  periods when it is open fo r  lim ited  
fu n ction s only.
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(1) deb it to  an a cco u n t on the R eserv e  Bank's books;

(2) cash ; or

(3) in the d iscre tion  o f  the R eserv e  Bank, any oth er form  o f  paym en t.

The p ro ce e d s  o f  any paym en t shall be  ava ilab le  to  the R e se rv e  Bank by the c lo s e  o f  
the R eserv e  Bank's banking day on th e banking day o f  r e ce ip t  o f  the item  by  the 
paying bank. If the banking day o f  re ce ip t  is not a banking day fo r  the R e se rv e  
Bank, paym ent shall be  m ade on the next day that is a banking day fo r  both  the 
R e se rv e  Bank and th e paying bank.

(b) N oncash  ite m s . A  R eserv e  Bank m ay requ ire  the paying or c o lle c t in g  
bank to  w hich it has p resen ted  or sent a noncash item  to  pay fo r  the item  in cash , 
but the R eserv e  Bank m ay p erm it paym ent by a deb it to  an a ccou n t on the R eserve  
Bank's book s  or by  any o f  th e fo llo w in g  that is in a form  a cce p ta b le  to  the R eserv e  
Bank: bank d ra ft , tran sfer o f  funds or bank c re d it , or any oth er form  o f  paym ent 
au th orized  by S ta te  law .

(c ) N onbank p a y or . A  R eserv e  Bank m ay requ ire  a nonbank payor to  w hich it 
has p resen ted  an item  to  pay fo r  it in cash , but th e R eserv e  Bank m ay p erm it 
paym en t in any o f  the fo llo w in g  that is in a form  a cce p ta b le  to  the R eserve  
Bank: cash ier 's  ch e ck , c e r t i f ie d  ch e ck , or oth er bank d ra ft  or ob liga tion .

(d) Handling o f  p a ym en t. A R eserv e  Bank m ay handle a bank d ra ft  or oth er 
form  o f  paym en t it  re ce iv e s  in paym ent o f  a cash item  as a cash  item . A R eserv e  
Bank m ay handle a bank d ra ft  or oth er form  o f  paym ent it re ce iv e s  in paym ent o f  a 
noncash item  as e ith er  a cash  item  or a noncash item .

(e) L iab ility  o f  R e se rv e  Bank. A  R e se rv e  Bank shall not be liab le  fo r  the 
fa ilu re  o f  a c o lle c t in g  bank, paying bank, or nonbank payor to  pay fo r  an item , or 
fo r  any loss resu lting  from  the R eserve  Bank's a c ce p ta n ce  o f  any form  o f  paym ent 
oth er than cash  au th orized  in paragraphs (a), (b), and (c ) o f  this se c t io n . A 
R eserv e  Bank that a c ts  in good  fa ith  and e x e rc ise s  ord inary  ca re  shall not be liab le  
fo r  the nonpaym ent o f ,  or fa ilu re  to  rea lize  upon, a bank d ra ft or oth er form  o f  
paym ent that it a c c e p ts  under paragraphs (a), (b), and (c ).

SECTION 210.10— T im e S chedule and 
A v a ila b ility  o f  C red its  fo r  Cash Item s

(a) Each R eserv e  Bank shall include in its op era tin g  c ircu la rs  a tim e sch edule 
fo r  each  o f  its o f f i c e s  in d ica tin g  when the am ount o f  any cash  item  re ce iv e d  by it 
(or sent d ir e c t  to  another R e se rv e  o f f i c e  fo r  the a cco u n t o f  that R e se rv e  Bank) is 
cou n ted  as reserv e  fo r  purposes o f  Part 204 o f  this ch a p ter  (R egu la tion  D) and 
b e co m e s  ava ilab le  fo r  use by the sender. The R e se rv e  Bank shall g ive  e ith er  
im m ed ia te  or d e fe rre d  c re d it  in a cco rd a n ce  w ith its tim e sch edule to  a sender 
oth er than a fo re ig n  corresp on d en t. A R eserv e  Bank ord inarily  g ives cre d it  to  a 
fo re ig n  corresp on d en t on ly  when the R eserv e  Bank re ce iv e s  paym ent fo r  the item  
in a ctu a lly  and fin a lly  c o l le c te d  funds, but, in its d iscre tion , a R eserv e  Bank m ay 
g ive  im m ed ia te  or d e fe rre d  c re d it  in a cco rd a n ce  with its t im e sch edule.

(b) N otw ithstanding  its t im e sch edu le , a R e se rv e  Bank m ay re fu se  at any 
tim e to  p erm it the use o f  c re d it  g iven  fo r  any cash  item  fo r  which the R eserve  
Bank has not y et r e ce iv e d  paym en t in a ctu a lly  and fin a lly  c o l le c te d  funds.
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SECTION 2 1 0 .1 1 - A v a ila b ility  o f  
P roceed s  o f  N oncash Item s; T im e Schedule

(a) A v a ila b ility  o f  c r e d it . A R eserv e  Bank shall g ive  c re d it  to  the sender fo r  
the p ro ce e d s  o f  a noncash item  when it r e ce iv e s  paym ent in a ctu a lly  and fin a lly  
c o l le c te d  funds (or a d v ice  from  another R e se rv e  Bank o f  such paym ent to  it). The 
am ount o f  the item  is cou n ted  as reserve  fo r  purposes o f  Part 204 o f  this ch ap ter  
(R egu la tion  D) and b e co m e s  ava ilab le  fo r  use by th e sender when the R e se rv e  Bank 
re ce iv e s  the paym ent or a d v ice , e x c e p t  as prov ided  in paragraph (b) o f  this s e c t io n .

(b) T im e sch ed u le . A R e se rv e  Bank m ay g ive  c re d it  fo r  the p ro ce e d s  o f  a 
noncash  item  su b ject  to  paym ent, in a ctu a lly  and fin a lly  c o l le c t e d  funds in 
a cco rd a n ce  with a tim e sch edu le  included  in its op era tin g  c ircu la rs . The tim e 
sch ed u le  shall in d ica te  when the p ro ce e d s  o f  the noncash item  w ill be  cou n ted  as 
reserve  fo r  purposes o f  Part 204 o f  this ch a p ter  (R egu la tion  D) and b e co m e  
ava ilab le  fo r  use by the sender. A R eserv e  Bank m ay, h ow ever, re fu se  at any tim e 
to  perm it the use o f  c re d it  g iven  fo r  a noncash item  fo r  which the R e se rv e  Bank 
has not yet re ce iv e d  paym ent in a ctu a lly  and fin a lly  c o l le c te d  funds.

(c ) Handling o f  paym en t. If a R eserv e  Bank re ce iv e s , in paym ent fo r  a 
noncash item , a bank d ra ft or oth er form  o f  paym ent that it e le c ts  to  handle as a 
noncash ite m , the R eserv e  Bank shall neither cou n t the p ro ce e d s  as reserve  fo r  
purposes o f  Part 204 o f  this ch apter (R egu la tion  D) nor m ake the p ro ce e d s  
ava ilab le  fo r  use until it r e ce iv e s  paym ent in a ctu a lly  and fin a lly  c o l le c te d  funds.

SECTION 210 .12—R eturn  o f  Cash Item s

(a) R e co v e ry  o f  paym ent. A  paying bank that r e ce iv e s  a cash item  d ire c t ly  
or in d irect ly  from  a R eserve  Bank, oth er than fo r  im m ed ia te  paym ent ov er  the 
cou n ter , and that pays fo r  the item  as prov ided  in se c t io n  210.9(a) o f  this 
subpart, m ay re co v e r  the paym ent i f ,  b e fo re  it has fin a lly  paid the item , it:

(1) returns the item  b e fo re  m idnight o f  its n ext banking day fo llow in g  the 
banking day o f  r e ce ip t ; or

(2) takes any oth er a ction  to  re co v e r  the paym ent within the tim es and by 
the m eans prov ided  by State law .

These return tim es m ay not be ex ten d ed . If the rules or p ra c t ice s  o f  a c lea r in g 
house through w hich the item  was presen ted , or a sp ecia l c o l le c t io n  a greem en t 
under w hich the item  was presen ted , p rov ides fo r  a sh orter return tim e , the sh orter 
tim e govern s.

(b) Paying bank's w arranties and a g reem en t. A  paying bank that obta in s a 
cre d it  or refund fo r  the am ount o f  a paym ent it has m ade fo r  a cash item :

(1) w arrants to  the R eserve  Bank (and to  a subsequent c o lle c t in g  bank, and 
to  the sender and all prior parties) that it took  ail a ction  n ecessa ry  to  
en title  it to  re co v e r  its paym ent w ithin the tim e lim its o f :  (i) this 
subpart; (ii) S tate law , unless a lon ger tim e  is a ffo rd e d  by this subpart;
(iii) the rules or p ra c t ice s  o f  any c lea rin g  house through w hich the item  
was presen ted ; and (iv) any sp ecia l c o l le c t io n  a greem en t under w hich 
the item  was presen ted ; and
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(2) agrees  to  in d em n ify  the R eserv e  Bank fo r  any loss or expen se  sustained 
(including  a ttorn ey s ' fe e s  and expen ses o f  litiga tion ) resu lting  from  the 
R eserv e  Bank's g iving the c re d it  or refund to  the paying bank, or 
ch arg in g , or obta in in g  a refund fro m , the sender.

A R eserv e  Bank shall n ot have or assum e any resp on sib ility  fo r  determ in ing  
w hether th e a ctio n  taken by a paying bank was tim ely .

SECTION 210 .13—C h argeback  o f  Unpaid Item s

(a) R igh t o f  ch a rg eb a ck . If a R e se rv e  Bank does not r e ce iv e  paym ent in 
a c tu a lly  and fin a lly  c o l le c t e d  funds fo r  an item  fo r  w hich the R eserv e  Bank gave 
c r e d it  su b je c t  to  paym ent in a ctu a lly  and fin a lly  c o l le c t e d  funds, th e R e se rv e  Bank 
shall ch a rge  back  the am ount o f  the item  to  the sen der, w hether or not the item  
it s e lf  can  be  returned . In th e  ev en t o f  ch a rg eb a ck , neith er the ow ner or holder o f  
the item  nor the sender shall have any in terest in any reserve  b a lan ce  or oth er 
funds o f  the paying bank or a c o lle c t in g  bank in th e R e se rv e  Bank's possession .

(b) Suspension or c los in g  o f  bank. A R eserv e  Bank shall not pay or a c t  on a 
d ra ft , au th oriza tion  to  ch a rg e , or oth er order on a reserve  b a lan ce  or oth er funds in 
its possession  a fte r  it re ce iv e s  n o t ic e  o f  suspension or c losin g  o f  the bank m aking 
the paym ent fo r  that bank's own or another's a cco u n t.

SECTION 210 .14— E xtension  o f  T im e L im its

If, b eca u se  o f  in terru ption  o f  com m u n ica tion  fa c i li t ie s , suspension o f  pay
m ents by a bank or nonbank payor, war, e m e rg e n cy  con d ition s or oth er c ircu m 
stan ces beyon d  its co n tro l, a bank (including  a R eserv e  Bank) or nonbank payor is 
delayed  in a ctin g  on an item  beyon d  a p p lica b le  t im e lim its , its t im e fo r  a ctin g  is 
ex ten d ed  fo r  th e tim e  n ecessa ry  to  c o m p le te  the a ct io n , if it e x e rc ise s  such 
d ilig en ce  as the c ircu m sta n ce s  requ ire .

SECTION 210 .15— D ire c t  P resen tm en t o f  
C erta in  W arrants

If a R eserv e  Bank e le c ts  to  present d ir e c t  to  the payor a b ill, n ote , or w ar
rant that is issued and payable  by a S tate or a p o lit ica l subdivision  and that is a 
cash  item  not payab le  or c o l le c t ib le  through a bank: (a) se ction s  210 .9 , 210.12 , 
and 210.13 and the opera tin g  c ircu la rs  o f  the R e se rv e  Banks apply to the payor as 
if it w ere a paying bank; (b) se c t io n  210.14 applies to  the payor as if it w ere a 
bank; and (c ) under se c t io n  210.9 each  day on w hich the payor is open fo r  the 
regu lar co n d u ct  o f  its a ffa ir s  or the a cco m m o d a tio n  o f  the pu blic is con sid ered  a 
banking day.

SU B PA R T B—W ire T ransfers o f  Funds 

SECTION 210 .25— A u th ority , Purpose, and Scope

The Board o f  G overn ors o f  the F edera l R eserv e  System  ("B oard") has issued 
this subpart pursuant to  the F edera l R eserv e  A c t , se c t io n  13, as am ended (12 
U .S .C . i  342), paragraph (f) o f  se c t io n  19, as am ended (12 U .S .C . § 464), paragraph 
14 o f  se c t io n  16 (12 U .S .C . §248 (o)), paragraphs (i) and (j) o f  se c t io n  11 (12
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U .S .C . 2^8(i) and (j)), and oth er law s. This subpart governs the handling by 
F edera l R eserv e  Banks ("R eserv e  Banks") o f  tran sfer  item s and tran sfer  requ ests . 
Its purpose is to  prov ide  rules fo r  the w ire tran sfer o f  funds.

SECTION 210 .26— D efin ition s

As used in this subpart, unless the c o n te x t  o th erw ise  requ ires:

(a) "B e n e fic ia ry "  m eans a person  or org a n iza tion , oth er than the trans
fe r e e , design ated  in a tran sfer item  or requ est to  r e ce iv e  the am ount o f  the item  
or requ est from  the tra n s fe re e .

(b) " In te r o ff ic e  tra n sa ction " m eans a tra n sfer  b etw een  a tra n sferor  and 
tra n sferee  th at do n ot m aintain or use a ccou n ts  at the sam e o f f i c e  o f  a R eserv e  
Bank.

(c ) "Item " m eans a w riting ev id en cin g  a right to  the paym ent o f  m on ey , 
th at is handled in a cco rd a n ce  with this subpart.

(d) "T ran sfer ite m " m eans an item  in a fo rm a t prov ided  fo r  in a R eserv e  
Bank opera tin g  c ircu la r : (1) sent by a tra n sferor  (oth er than a R eserv e  Bank) to  a 
R eserv e  Bank fo r  deb it to  the tra n sferor 's  a ccou n t at the R eserv e  Bank and fo r  
c re d it  to  a tra n sferee  nam ed in the item ; or (2) sent by a R e se rv e  Bank to  another 
R eserv e  Bank fo r  c re d it  to  the la tter  or to  any oth er tra n s fe re e ; or (3) issued by a 
R e se rv e  Bank at the requ est o f  a tra n sferor  fo r  c re d it  to  a tra n sferee .

(e) "T ran sfer requ est" or "req u est"  m eans a requ est by te lep h on e  that a 
R e se rv e  Bank issue a tran sfer item .

(f) "T ra n sfe re e "  m eans a m em ber bank, a R eserv e  Bank, or oth er in
stitu tion  that m aintains or uses an a ccou n t at a R eserv e  Bank and that is
design ated  in a tran sfer item  or requ est to  r e ce iv e  the am ount o f  the item  or
request.

(g) "T ra n sferor" m eans a m em ber bank, a R eserv e  Bank, or other in
stitu tion  that m aintains or uses an a ccou n t at a R e se rv e  Bank and that is
au th orized  by that R eserv e  Bank to  send a tran sfer item  or requ est to  it.

(h) "T ra n sferor 's  a cco u n t"  or " tra n s fe re e 's  a cco u n t"  m eans the a ccou n t at 
its R e se rv e  Bank m aintained or used by the tran sferor  or tra n sferee , re sp e ct iv e ly .

(i) "T ra n sferor 's  R eserv e  Bank" or " tra n s fe re e 's  R eserv e  Bank" m eans the 
R e se rv e  o f f i c e  at w hich the tra n sferor  or tra n sfe re e , r e sp e ct iv e ly , m aintains or 
uses an a cco u n t.

SECTION 210 .27—G en era l Provisions

(a) G en era l. Each R eserve  Bank shall r e ce iv e  and handle tran sfer item s, 
and shall its e lf  issue tran sfer item s, in a cco rd a n ce  with this subpart. Each R eserv e  
Bank shall issue an operatin g  c ircu la r  govern ing  the deta ils o f  its funds tran sfer 
opera tion s and other m a tters  d eem ed  app ropria te  by the R eserv e  Bank. The 
c ircu la rs  m ay, am ong other th ings: set m inim um  and m axim um  dollar am ounts; 
s p e c ify  fo rm a t requ irem en ts fo r  tran sfer item s and requ ests ; and im pose  reason 
able  funds tran sfer ch arges.
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(b) Binding e f f e c t .  This subpart and the op e ra tin g  c ircu la rs  o f  the R e se rv e  
Banks are b inding on tra n sfe ro rs  and tra n s ie re e s .

(c ) r .n vprn m en t tra n sfe ro rs  and tra n s fe re e s . E x cep t as o th erw ise  p rov id ed  
by  s ta tu tes  o f  th e U nited  S ta tes , or r e g u la t io n ^  issued or arran gem en ts m a ce  
th ereu n d er, this subpart and the op era tin g  c ircu la rs  o f  the R e se rv e  Banks app ly  to  
th e  fo llo w in g  w hen a c tin g  as a tra n s fe ro r  or tra n s fe re e : a d ep a rtm en t, a g e n cy , 
in stru m en ta lity , in depen den t esta b lish m en t, or o f f i c e  o f  the U n ited  S ta tes , or 
w h olly  ow n ed  or c o n tr o lle d  G o v ern m en t co rp o ra t io n , th at m aintains or uses an 
a c c o u n t  w ith  a R e se rv e  Bank.

SECTION 2 1 0 .2 8 — M edia  fo r  T ra n sfer  Item s and R eq u ests

(a) T ra n sfer  ite m s . A  tra n s fe ro r  m ay issue and send a tra n sfer  item  In any 
o f  th e  fo llo w in g  m ed ia , if  s p e c if ie d  in th e  o p e ra tin g  c ircu la r  o f  th e tr a n s fe r o r s  
R e se rv e  Bank:

(1) a le t t e r , m em oran du m , or s im ilar w ritin g ;

(2) a te le g ra m  (in clu d in g  T W X , T E L E X , or s im ila r  fo rm  o f  co m m u n ica tio n ); 
and

(3) any fo rm  o f  co m m u n ica t io n , o th er  than v o ic e ,  re g is te re d  on (or m fo rm  
su ita b le  fo r  be in g  re g is te re d  on) m a g n e tic  ta p e , d isc , or o th er  m edium  
design ed  to  con ta in  in du rable  fo rm  co n v e n tio n a l signals used .o r  
e le c t r o n ic  co m m u n ica tio n  o f  m essages .

(b) T ra n sfer  r e q u e sts . A tra n sfe ro r  m ay m ake tra n sfer  requ ests  on ly  under 
sp e c ia l a rran gem en ts w ith its  R e se rv e  Bank. The R e s e rv e  Bank m ay re co rd  th ese  
te le p h o n e  m essages .

SECTION 2 1 0 .2 9 — T ra n sferor 's  A g reem en t

A tra n s fe ro r , by sending a tra n sfer  item  or m aking a tra n sfer  requ est to  its 
R e se rv e  Bank a u th or izes :

(a) its R e se rv e  Bank to  d eb it th e am ount to  the tra n s fe ro r 's  a c co u n t , and to  
handle th e tra n sfe r  item  or req u est in a c c o r d a n c e  w ith th is subpart and the 
op e ra tin g  c ircu la rs  o f  the R e se rv e  Banks; and

(b) the tra n s fe re e 's  R e se rv e  Bank to  handle a m atch in g  tra n sfer  it®™ 
(m a tch in g  as to  am ou n t, tra n s fe re e , and b e n e fic ia r y , if  any) in a c co rd a n ce  w it t is 
subpart and the op e ra tin g  c ircu la rs  o f  th e  tra n s fe re e 's  R e se rv e  Bank.

SECTION 2 1 0 . 3 0 — T ra n sfe re e 's  A g reem en t

(a) A  tra n s fe re e  (o th er  than a R e se rv e  Bank), by m aintain ing  or using an 
a c co u n t  at a R e se rv e  Bank, a u th or izes  its R e se rv e  Bank to  c re d it  the am ount o f  
th e tra n sfer  item  to  its a c co u n t .

(b) A tra n s fe re e  (o th er  than a R e se rv e  Bank) th at r e ce iv e s  th e am ou n t o f  a 
tra n sfer  item  design atin g  a b e n e fic ia r y , a grees :
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(1) to  c r e d it  p rom p tly  the b e n e f ic ia r y ’ s a cco u n t or o th erw ise  m ake 
the am ou n t ava ila b le  to  th e  b e n e fic ia r y ; or

(2) to  n o t ify  p rom p tly  its R e se rv e  Bank if  it is unable to  do so 
b e ca u se  o f  c ircu m s ta n ce s  b eyon d  its co n tro l.

SECTION 2 1 0 .3 1 — Sending T ran sfer Item s and R equ ests

(a) A  tra n sfe ro r  (o th er  than a R e se rv e  Bank) m ay send a tra n sfer  item  to , 
or m ake a tra n sfer  requ est o f ,  its R e se rv e  Bank on ly  if it  arranges to  have in its 
a c co u n t , a t the end o f  its R e se rv e  Bank's banking day , a b a la n ce  o f  a c tu a lly  and 
fin a lly  c o l le c t e d  funds s u ff ic ie n t  to  c o v e r  th e  am ounts o f  tra n sfer  ite m s d e b ite d  to  
th e  a cco u n t  during th at day . The R e se rv e  Bank has a se cu r ity  in te re s t  in the 
tra n s fe ro r 's  a ssets in th e  possess ion  o f ,  or held fo r  th e  a c co u n t  o f ,  th e  R e s e rv e  
Bank if :

(1) the b a la n ce  in th e tra n s fe ro r 's  a c co u n t  at th e end o f  the R e se rv e  Bank's 
banking day is n ot s u f f ic ie n t  to  c o v e r  th e am ounts d eb ited  to  the 
a c co u n t  during that day ; or

(2) the tra n sferor  suspends paym en t or is c lo s e d  at any t im e  during the 
R e se rv e  Bank's banking day, and d oes not have a b a la n ce  s u f f ic ie n t  to  
c o v e r  the am ounts d e b ite d  to  its  a c co u n t .

A  R e se rv e  Bank m ay, in its  d is c re tio n , re fu se  to  a c t  on a tra n sfer  item  or requ est 
i f  it has reason  to  b e lie v e  th at the b a la n ce  in th e tra n sfe ro r 's  a cco u n t  is not 
s u f f ic ie n t  to  c o v e r  th e  item  or req u est.

(b) A  R e se rv e  Bank m ay send a tra n sfer  item  to , or m ake a tra n sfer  
req u est o f ,  an oth er R e se rv e  Bank.

-SECTION 210 .3 2 — H andling T ran sfer Item s and R eq u ests

(a) In tr a o ff ic e  tra n sa ction s . If the tra n s fe ro r  and tra n s fe re e  m aintain  or 
use a cco u n ts  at th e  sam e R e se rv e  o f f i c e ,  th at o f f i c e  shall a c t  on a tra n sfer  item  by 
d eb itin g  and c re d it in g  th eir a cco u n ts . The R e se rv e  o f f i c e  shall a c t  on a tra n sfer  
req u est by  issuing a tra n sfer  ite m , and deb itin g  and cre d it in g  the a cco u n ts .

(b) In te r o f f ic e  tra n sa ction s . The tra n s fe ro r 's  R e se rv e  Bank shall handle an 
in t e r o f f i c e  tra n sa ction  by d eb itin g  th e  tra n sfe ro r 's  a cco u n t  and, a ctin g  as a 
tra n s fe ro r , issuing and sending to  the tra n s fe re e 's  R e se rv e  Bank a m atch in g  
tra n sfer  item  (m atch in g  as to  am ou n t, tra n s fe re e , and b e n e fic ia ry , if any). The 
tra n s fe re e 's  R e se rv e  Bank shall tra n sfer  funds to  th e tra n s fe re e  by d eb itin g  the 
a c co u n t  o f  th e  tra n sfe ro r 's  R e se rv e  Bank, and cre d it in g  th e  tra n s fe re e 's  a cco u n t.

(c ) N o t ic e  o f  d e la y . If a R e se rv e  Bank learns that it is unable to  e f f e c t u 
a te  a tra n sfer  o f  funds on a t im e ly  basis fo r  any reason , it shall n o t ify  th e trans
fe r o r  o f  the de lay  w ithin  a reason ab le  t im e .

SECTION 2 1 0 .3 3 -T im e  L im its

(a) T im e sch ed u le . Each R e se rv e  Bank shall in clu de in its op era tin g  
c ircu la r  a sch ed u le  show ing the hours during w hich  it handles tra n sfer  item s and 
req u ests .
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(b) A c t in g  sea son a b ly . A  R e se rv e  Bank a c ts  sea son a b ly  if  it takes prop er  
a c t io n  on  th e  day it r e c e iv e s  a tra n s fe r  item  or req u est. Taking p rop er  a c t io n  
w ithin a rea son a b ly  lon ger  t im e  m ay be  season a b le  but the R e se rv e  Bank has the 
burden o f  so estab lish in g . N o R e s e r v e  Bank shall re p resen t th at it  w ill c o m p le te  a 
tra n sfer  o f  funds on th e day  re q u ested .

(c ) T ran sfers a fte r  c lo s in g  h ou r. A R e se rv e  Bank is n ot requ ired  to  a c t  on 
th e day it  r e c e iv e s  an item  or req u est if  it r e c e iv e s  th e item  or requ est a fte r  th e 
t im e  show n in its sch e d u le . In e m e rg e n cy  or o th er  unusual c ir cu m s ta n ce s , a 
R e s e rv e  Bank m ay handle a tra n sfe r  item  or req u est a fte r  th e tim e  show n in its 
sch e d u le . The c o m p le t io n  o f  an in t e r o f f i c e  tra n sa ction  in th ese  c ircu m s ta n ce s  is 
a lso  d is cre tio n a ry  w ith  th e  tra n s fe re e 's  R e se rv e  Bank.

(d) A s o f  a d ju stm en ts . If a  R e se rv e  Bank fa ils  to  c r e d it  th e  am ou n t o f  a 
tra n s fe r  item  or req u est to  th e  tra n s fe re e 's  a c co u n t  on th e day  req u ested , th e 
R e se rv e  Bank shall, unless o th e rw ise  in stru cte d , c o m p le te  the tra n sfer  on its n ex t 
banking day and m ake ad ju stm en ts fo r  re se rv e  a cco u n tin g  purposes as o f  th e  day 
th e  tra n sfer  was to  have b een  m ade.

SECTION 210.34— A d v ice s  o f  C re d it  and D eb it

(a) A d v ice  o f  c r e d it .  The tra n s fe re e 's  R e se rv e  Bank shall g iv e  a d v ice  o f  
c r e d it  to  th e  tra n s fe re e  fo r  an e x e c u te d  tra n sfer  o f  funds.

(b) A d v ice  o f  d e b it . A fte r  re ce iv in g  a tra n sfer  item  or req u est, the 
tra n sfe ro r 's  R e se rv e  Bank shall send an a d v ice  o f  d eb it  to  th e  tra n s fe ro r . A 
tra n sfe ro r  is d eem ed  to  a p p rove  the a c c u r a c y  o f  an a d v ice  o f  d eb it unless it sends 
to  its  R e se rv e  Bank w ritten  o b je c t io n  w ithin  10 ca len d a r  days o f  re ce iv in g  the 
a d v ice  o f  d eb it .

SECTION 2 1 0 .35— R e v o c a t io n  o f  T ra n sfer  Item s and R equ ests

(a) R eq u est fo r  r e v o ca t io n . A R e se rv e  Bank m ay ce a s e  a ctin g  on a 
tra n sfer  item  or req u est if it r e c e iv e s  fro m  th e tra n s fe ro r  a req u est fo r  r e v o ca t io n  
in t im e  to  g iv e  the R e se rv e  Bank a rea son a b le  op p ortu n ity  to  c o m p ly . If funds have 
b een  tra n sferred , the R e se rv e  Bank m ay, on req u est from  th e tra n sfe ro r , ask the 
tra n s fe re e  to  return  the funds. In an in t e r o f f i c e  tra n sa ctio n , the R e se rv e  Bank 
m ay ask th e tra n s fe re e 's  R e se rv e  Bank to  ask th e tra n s fe re e  to  return  th e  funds.

(b) E rroneous tra n s fe r . In an erron eou s  or irregu lar tra n sfer  o f  funds, a 
R e se rv e  Bank m ay, on its ow n in it ia t iv e  or at th e  req u est o f  an oth er R e se rv e  Bank, 
ask the tra n s fe re e  to  return  funds p rev iou sly  tra n s fe rre d .

SECTION 2 1 0 .3 6 — Final P aym en t; U se o f  Funds

(a) F inal p a ym en t. A  tra n sfe r  item  is fin a lly  paid when the tra n s fe re e 's  
Bank sends th e tra n sfer  item  or sends or te lep h on es  the a d v ice  o f  c r e d it  fo r  the 
item  to  th e tra n s fe re e , w h ich ev er  o c cu rs  f ir s t .

(b) R igh t to  use funds. C re d it  g iven  by  a R e se rv e  Bank fo r  a tra n sfer  o f  
funds b e co m e s  ava ila b le  fo r  use when the tra n sfer  item  is fin a lly  paid , su b je c t  to  
th e R e se rv e  Bank's right to  app ly  the tra n sfe rre d  funds to  an ob lig a tio n  ow ed  to  it 
by th e  tra n s fe re e .

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



SECTION 210 .3 7 — T im elin ess  o f  A c t io n

If, b eca u se  o f  c ircu m s ta n ce s  beyon d  its c o n tr o l, a R e se rv e  Bank is d e la y ed  
beyon d  th e  tim e  lim its  p rov id ed  in this subpart, in its op era tin g  c ircu la r , or by law  
in a ctin g  on a tra n sfer  item  or req u est, the tim e  fo r  a ctin g  is ex te n d e d  fo r  th e tim e  
n ecessa ry  to  co m p le te  th e a c t io n , if the R e se rv e  Bank e x e r c is e s  such d ilig e n ce  as 
th e  c ircu m s ta n ce s  requ ire .

SECTION 210 .38— R e se rv e  Bank L ia b ility

(a) L im ita tion s  on lia b ility . A  R e se rv e  Bank shall n ot have or assum e any 
resp on sib ility  to  a tra n s fe re e , b e n e fic ia ry , or o th er  p a rty , e x c e p t  its im m ed ia te  
tra n s fe ro r . A  R e se rv e  Bank shall n ot b e  lia b le  fo r  the in so lv en cy , n e g le c t , 
m iscon d u ct, m istak e , or d e fa u lt  o f  an oth er bank or p erson , includ ing  a tra n s fe ro r , 
e x c e p t  as p rov id ed  in this s e c t io n . A  R e se rv e  Bank shall n ot have or assum e any 
lia b ility  e x c e p t  fo r  its  ow n or an oth er R e se rv e  Bank's la ck  o f  g o o d  fa ith  or fa ilu re  
to  e x e r c is e  ord in ary  ca re .

(b) D a m a ges . A R e se rv e  Bank is lia b le  fo r  dam ages p ro x im a te ly  ca u sed  by 
a fa ilu re  to  c r e d it  th e am ount o f  a tra n sfer  item  or requ est to  th e  tra n s fe re e 's  
a cco u n t ca u sed  by a R e se rv e  Bank's fa ilu re  to  e x e r c is e  ord in ary  ca re  or to  a c t  in 
good  fa ith . W hether dam ages are p ro x im a te ly  cau sed  by a R e se rv e  Bank's fa ilu re  
to  e x e r c is e  ord in ary  ca re  or to  a c t  in good  fa ith  is a qu estion  o f  fa c t  to  b e  
determ in ed  in ea ch  ca se .

(c ) R igh t to  in d em n ity . The tra n s fe re e 's  R e se rv e  Bank shall in d em n ify  the 
tra n sferor 's  R e se rv e  Bank fo r  any loss or ex p en se  sustained (in clu d in g  a tto rn e y s ' 
fe e s  and exp en ses o f  lit ig a tion ) as a resu lt o f  the fa ilu re  o f  the tra n s fe re e 's  
R e se rv e  Bank to  e x e r c is e  ord in ary  ca re  or to  a c t  in g ood  fa ith  in an in t e r o f f ic e  
tra n sa ction .

* *  * *  *

B oard o f  G ov ern ors  o f  th e F ed era l R e se rv e  S ystem , D e ce m b e r  13, 1979.

T h eod ore  E. A llison  
S e cre ta ry  o f  the Board
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