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(i) The amount of funds that are held
exceeds the amount of the check; or

(ii) The funds are not made available
for withdrawal within the times speci-
fied in §§229.10, 229.12, and 229.13.

(2) A depositary bank that cashes a
check for a customer over the counter,
other than a check drawn on the depos-
itary bank, may not place a hold on
funds in an account of the customer at
the bank, if—

(i) The amount of funds that are held
exceeds the amount of the check; or

(ii) The funds are not made available
for withdrawal within the times speci-
fied in §§229.10, 229.12, and 229.13.

(f) Employee training and compliance.
Each bank shall establish procedures
to ensure that the bank complies with
the requirements of this subpart, and
shall provide each employee who per-
forms duties subject to the require-
ments of this subpart with a statement
of the procedures applicable to that
employee.

(g) Effect of merger transaction. (1) In
general. For purposes of this subpart,
except for the purposes of the new ac-
counts exception of §229.13(a), and
when funds are considered deposited
under §229.19(a), two or more banks
that have engaged in a merger trans-
action may be considered to be sepa-
rate banks for a period of one year fol-
lowing the consummation of the merg-
er transaction.

(2) Merger transactions on or after July
1, 1998, and before March 1, 2000. If
banks have consummated a merger
transaction on or after July 1, 1998, and
before March 1, 2000, the merged banks
may be considered separate banks until
March 1, 2001.

[Reg. CC, 53 FR 19433, May 27, 1988, as amend-
ed by 54 FR 13850, Apr. 6, 1989; 60 FR 51671,
Oct. 3, 1995; 62 FR 13810, Mar. 24, 1997; 64 FR
14577, Mar. 26, 1999]

§229.20 Relation to state law.

(a) In general. Any provision of a law
or regulation of any state in effect on
or before September 1, 1989, that re-
quires funds deposited in an account at
a bank chartered by the state to be
made available for withdrawal in a
shorter time than the time provided in
subpart B, and, in connection there-
with, subpart A, shall—
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(1) Supersede the provisions of the
Act and subpart B, and, in connection
therewith, subpart A, to the extent the
provisions relate to the time by which
funds deposited or received for deposit
in an account are available for with-
drawal; and

(2) Apply to all federally insured
banks located within the state.

No amendment to a state law or regu-
lation governing the availability of
funds that becomes effective after Sep-
tember 1, 1989, shall supersede the Act
and subpart B, and, in connection
therewith, subpart A, but unamended
provisions of state law shall remain in
effect.

(b) Preemption of inconsistent law. Ex-
cept as provided in paragraph (a), the
Act and subpart B, and, in connection
therewith, subpart A, supersede any
provision of inconsistent state law.

(c) Standards for preemption. A provi-
sion of a state law in effect on or before
September 2, 1989, is not inconsistent
with the Act, or subpart B, or in con-
nection therewith, subpart A, if it re-
quires that funds shall be available in a
shorter period of time than the time
provided in this subpart. Inconsistency
with the Act and subpart B, and in con-
nection therewith, subpart A, may
exist when state law—

(1) Permits a depositary bank to
make funds deposited in an account by
cash, electronic payment, or check
available for withdrawal in a longer pe-
riod of time than the maximum period
of time permitted under subpart B,
and, in connection therewith, subpart
A; or

(2) Provides for disclosures or notices
concerning funds availability relating
to accounts.

(d) Preemption determinations. The
Board may determine, upon the request
of any state, bank, or other interested
party, whether the Act and subpart B,
and, in connection therewith, subpart
A, preempt provisions of state laws re-
lating to the availability of funds.

(e) Procedures for preemption deter-
minations. A request for a preemption
determination shall include the fol-
lowing—

(1) A copy of the full text of the state
law in question, including any imple-
menting regulations or judicial inter-
pretations of that law; and
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(2) A comparison of the provisions of
state law with the corresponding provi-
sions in the Act and subparts A and B
of this part, together with a discussion
of the reasons why specific provisions
of state law are either consistent or in-
consistent with corresponding sections
of the Act and subparts A and B of this
part.

A request for a preemption deter-
mination shall be addressed to the Sec-
retary, Board of Governors of the Fed-
eral Reserve System.

§229.21 Civil liability.

(a) Civil liability. A bank that fails to
comply with any requirement imposed
under subpart B, and in connection
therewith, subpart A, of this part or
any provision of state law that super-
sedes any provision of subpart B, and
in connection therewith, subpart A,
with respect to any person is liable to
that person in an amount equal to the
sum of—

(1) Any actual damage sustained by
that person as a result of the failure;

(2) Such additional amount as the
court may allow, except that—

(i) In the case of an individual action,
liability under this paragraph shall not
be less than $100 nor greater than
$1,000; and

(ii) In the case of a class action—

(A) No minimum recovery shall be
applicable to each member of the class;
and

(B) The total recovery under this
paragraph in any class action or series
of class actions arising out of the same
failure to comply by the same deposi-
tary bank shall not be more than the
lesser of $500,000 or 1 percent of the net
worth of the bank involved; and

(3) In the case of a successful action
to enforce the foregoing liability, the
costs of the action, together with a
reasonable attorney’s fee as deter-
mined by the court.

(b) Class action awards. In deter-
mining the amount of any award in
any class action, the court shall con-
sider, among other relevant factors—

(1) The amount of any damages
awarded;

(2) The frequency and persistence of
failures of compliance;

(3) The resources of the bank;
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(4) The number of persons adversely
affected; and

(5) The extent to which the failure of
compliance was intentional.

(c) Bona fide errors—(1) General rule. A
bank is not liable in any action
brought under this section for a viola-
tion of this subpart if the bank dem-
onstrates by a preponderance of the
evidence that the violation was not in-
tentional and resulted from a bona fide
error, notwithstanding the mainte-
nance of procedures reasonably adapted
to avoid any such error.

(2) Examples. Examples of a bona fide
error include clerical, calculation,
computer malfunction and program-
ming, and printing errors, except that
an error of legal judgment with respect
to the bank’s obligation under this sub-
part is not a bona fide error.

(d) Jurisdiction. Any action under this
section may be brought in any United
States district court or in any other
court of competent jurisdiction, and
shall be brought within one year after
the date of the occurrence of the viola-
tion involved.

(e) Reliance on Board rulings. No pro-
vision of this subpart imposing any 1li-
ability shall apply to any act done or
omitted in good faith in conformity
with any rule, regulation, or interpre-
tation thereof by the Board, regardless
of whether such rule, regulation, or in-
terpretation is amended, rescinded, or
determined by judicial or other author-
ity to be invalid for any reason after
the act or omission has occurred.

(f) Ezxclusions. This section does not
apply to claims that arise under sub-
part C of this part or to actions for
wrongful dishonor.

(g) Record retention. (1) A bank shall
retain evidence of compliance with the
requirements imposed by this subpart
for not less than two years. Records
may be stored by use of microfiche,
microfilm, magnetic tape, or other
methods capable of accurately retain-
ing and reproducing information.

(2) If a bank has actual notice that it
is being investigated, or is subject to
an enforcement proceeding by an agen-
cy charged with monitoring that
bank’s compliance with the Act and
this subpart, or has been served with
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