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Check Clearing for the 21°' Century Act

Final Amendments to the Federal Reserve Board’s Regulation CC

Summary: The Federal Reserve Board (FRB) has finalized amendments to Regulation CC that are
necessary to implement the Check Clearing for the 21st Century Act (Check 21 Act). The Act becomes

effective on October 28, 2004.
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The Check 21 Act facilitates check truncation and electronic
check exchange by authorizing a new negotiable instrument
called a "substitute check," which is the legal equivalent of an
original check for all purposes.

The Check 21 Act does not require any bank to create
substitute checks or to accept checks electronically. However,
it does require banks to accept a legally equivalent substitute
check in place of an original check after the Check 21 Act's
effective date of October 28, 2004.

The FRB has issued final amendments to Regulation CC to
implement the Check 21 Act. The amendments:

Set forth the requirements of the Check 21 Act that apply to
financial institutions;

Provide a model disclosure and model notices relating to
substitute checks; and

Set forth financial institution endorsement and identification
requirements for substitute checks.

Answers to frequently asked questions posed by financial
institutions can be found at
http://www.fdic.gov/regulations/resources/21actfag/index.html.

Answers to consumer questions can be found at
www.federalreserve.gov/paymentsystems/truncation/fags.htm.






