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Are Dualslgnalures * good int*rnal c*ntral requirement?

Yes. An important iniernal c*ntrCIl related te cash disbursements

can include requiring two authorized signatures on all company

checks generally over a specifie amount that has been.set by ., Ttr
manaEement or the board directors. By requiring tw* signatures, the

company is verifying that b*th signers agree that the paynnent is

proper and reasonable" The requirement of two signatures reduces

the likelihood that one wlll write impraper checks to then:selves cr

writing checks io a fictitioli$ csrnpany.
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Are banks looking at your *fuecks ta verify t*af ffte du*f signafures ars on fhe eftecks?

No. Many companies arc under the assumption that banks wili be reviewing the checks and

verifying that checks have two signatures, &s required by the cfiffipany. Banks are not

laoking for dual signatures-they prscess certain infarmatlon fram the check inciuding

verifying that there is an allCIwed signature but wili not be l*cking past the first signature.

Banks consider dual signatures to b* efi ifiterilfrl arrangenrer"lt within the ccrnpany between

those authorized to sign ehecks and dc not want the liabiiity f*r verifying twc signaiures.

Should dual signafures sfill be r*quir*d if the banks ars **l cftecking for dual srgnatttres?

Yes. Contirrue to require dual signatures br:t kn*w that it is your responsibiNity to verify that

the internal control steps yau hav* in place are working. There are seve!"al ways do this: the

person who nnails the ehecks can verify that two siEnatures arc *n the checks or the person

doing the bank reconcili*ti*n *an r*view the *aneel*d *hecks or go nn-line to verify that the

dual signatures were done as requlred.



YOUH CHECK*SIGNING POLICY:

EFFICIHhTCY VHRSTJS RISK
'.hett \,t,u r .ttsoain tiiiJt krrr:r Li-

lalts or rcyit*,s its accr-rLlnting

pr:liiies, L)ne rnatttr ih;rt
shouId Lrrr ir)uti1tr,'lt,r'isitetd is th* c.hec.k-

signir:g rt:rllijl'tl rnr'jtt. 5horrlr'1 ljLllit' *jrllup
lr;tr.r." ;r "lrral sig:rair.rrr' p()licvl S{irt1c i.l{ -
iors tirat ir1;itr slri;;t: t,oLrr decision;re llir:

sizt anri lt'pe cf vorir arsociatirnr, ii: or:elatinS bLrdgcl,
ihi: rrumber of s*rvict.: rtr pr.duat lincs it tifers.rrrd tilc
e:,ptricnc* litr.cl r:f vrtur. st.lff.

A Bank's Obligations, h{ai:r, cirgonizaiir.-n> ri.,}'\ii: r.

ihat irr'i: de-"igir*ierl pe*p1t: s;gn r:hecks. *ften tinres
rrtrl.!' irrl r:hrcks ()\icr a !,t'I'tairr ,.lltll.u. .rn'L;uirl. I k-ll tt.cr,
vorrr ;:ssilciation iliist ensure th,.:l ihis pr{.}coss ii betng
frrilorv,rr-1 i:ec;use btrrks i-io rtot scrurtirrizr.r sigr.r"rtures lrir
chr-cks anr-i rvlrr't bc l:eki mponsibic for tirecks th.rt
clt:ar r.t'itltr:t-lt t*'g siul.rir-rrrs. F6r-all :lcclrurrli r>1tr:r.re:ri

.rt a i:.tnk. a signat*re carcl is re:rptireil. lJ.rr.rLs reiv rrporr

sig;r;li"rrc card" for urlorn:.rtion orr Lht n;rlrirc *i lhr
org;r-riz,rtiol'l or rntitv .rnd thc p1-ilpcr aLrthori[_t. of
ihose rr-ith srgning Lrnpabitrilr:" Yoilt. itssociaiiorl, r_rporr

lr-rr.l-lpicting Ihr signatur-* caril, is qtrarantr*ing lhc
tritth of rcpresenlation lbotrt t,a,11r gr{}1i-a ;1ij the ,.r.1t,

it intends fo nraint.rin tlr.rt p.rrticLrial bank .tccounl, thc
gentiinc.ucss rrl c.ich -cigner ori thr iccol.t]1i anrl ihat
!rlu r .]ss( )(tia ti oii has ir:;rcl tlrr: <.ir:;rili i lor'-* illir-ra ryl eni.

\{osl dcposItor ..rglt"emernis irorn blnkint insiitu-
fiorrs n'ilI siatr: that r.r,ircrr thr h"ir1k l,]kr:i; i)n itiltr fL)r

ilroaes\i n!l b-1, a utl.r'r: :lteci irr*;: r:r. i i r.t' i I I iroi lr.i i.r) iltr.
rarir ittm. A signatulc carrl rl-ill bc oLri.rirrer"-l to r,erij,.,.

sitn.rti:res *i1 i) allrck crnlt,in art$c-i ii",he1l thc cl-reck is
presenter-l at.l br"lncir iocaiion l]1. a narn,r-Llstontur. li,r
check has tn'Lr signatlrr,: line-c, liru ieik:r r,r,ili also i'rsct'r-

li:in r.r,hetlrcr. ti.r'o lignattires ai.e reiliiired. lf this is I
serl.ilr, thai il viial il youl ;rssori;:tiorr. il:c L..rrrk's

trtasrrrt' or r:lsh lriinagem{tnl ,*1e1-a11*",'', ailn provid*
sen itr:s lsttcit ar i--(lsiti\.p p;,i_v) r.r,l61't:i; ll':r'i:ks clc:;rri111

the b;rnk r.r,ili L.e sclr-rtiniy.cd mort' thotLtughir-..-brit bc

prrp.rrcr"'l t() pnY ad.1ition.rllv fur ih*stt st,'rvictrs^

Making the Choice: Efficiency Weighed Again$t
Risk, \&hcn corrsirlel'ing a crrc-sigr,allirr or rlu.rl,signi:-
tlire policr,,rs in nrost l-.i.rsiness siiuations. jl rornrs
dorl'n to ttff icierrr:r' lrrtrsLts risk. I iie pcrs()n! ilr"ir.r-er,i

t ilh ihc fii'iLrci.rn' r,:spi;nsiiriliit- irf l,irr.;r' flr.{*!s': fi:cai

t'r.l l-beti ns shorrlri clrir tt:rr: piatt: th is poi icv .rs decpl.,. as

n,rv otirtr' .rccourrlinq poiicr,, r.r'*ighir-r* thc bcncfiis .rntl
iarrits o! l'rr:lh cher:k oltirln:.

'I lie bci'.rt'lit rri a otrc,sigrr;rturc reiluil.ernt lrt i.. effi-
i:irtrcv; that is, decisjonn 1)f p.l_\ inr'i1i J 1c lnur.6 l-11"i),l1pt
th"rn in * tl,.r.i.1-sigtrailii'e sr:elr;rrii;. lli1l-" rnav.bc p;::rl
olipcll ili{}iisi\; r^,'hiclr ln.t!, Lrc one F(rssiblc r.r,av of g.iin-
ing r cnilr:r tlisc+r-irr.ts. I"ht: acctrtrnling siaif member
rt,spslrsihle irrr ()btaiiliilti sigtl,rfi-rres tleed {}il i\ ti.jrL
ilolr,n or sche rlr:1e onc i-1usv axrtltrrli\'o; lvith onlv one
siqrrrl ti-rat s!.aii nrr-.mbe r ciln 1lt()t'r' qi_rickir. ;:crt.rrrplislr
tlrr: lasL .)IlJ it1i.\\,e cn t* otirr:r r!r::tie,r,

lircrc .ri"t,a fcrv r.rsl<r rrt a trne-iign.rturr prrlic,t': i'ire
chancc rrl rnisslrrg.ll cfror iritreast,s if or.rl1 rNrc srt rli
('l rs i-\ rtyielr,ini{ tlrr: chelk; aisr;, the cl:arrce oi ir..rucl

irtclr:"rsrs rJram.tlic.rlil,. |lu.rl-sieni;turc pr-rlicies c.1rrt uslr-
allv insliiuird ;:s a s.rietv rnedsLlre. i_1ul reqiriri*s dual
gigriair"rrcs on e1,rtr)' r.hcck nrat- not !,ri: neccssarv. Imag-
iirt.: irar.inii io lin':i tu'o si$n*l'r itnr a chcck lh.rt's n*cdr:r1

i irr lrr r:i.i i;r tr:l y f r I r romr:ti.r i n g l ita I to vr:i.r r ;:ssor:i,,r tion's
ope riition--;tnr,i not ha..'ing tite av;ii1;rbilitY of one of
ti'rt rignti's..115qr, i1'tht'stc*url signcr is ntrt lcr.atcri on
sit*,.r|r elrlpirlyee nr;;r,ir.ir'e to cl<:lit.er ilre checks ilt tlrt,
signcr'r llc;ilion, *,irich crtalcr issuer ()f sc{uril,}.. rjxLfa

cosis arrri I,r,';r-qtecl timt:.

So which pslicy is csrrect? l t:comnrt:rrci a bleni.led
'rrol i rl.. Rcilr.r i re (]nrt siglta t r! t e ior d.t \'*to-e1 il v exL;ilr -ses

th.ri ;rrc cLrnsilitnt ii't i,:rTioLlni arrr.i tir-.nirr1l. I his n,ill
alir'lri, i,our nssi]{intii)11 lit rrul e.Iieciilc}r.. Thr,rr, rlLlLiirr
,.1LLal liglr.rtLrrts [{}r' signiiicani er.LlcnsL]5. 'l hr an+iirit
ilr,ri is rurrsirlt'recl signiiic,rnt rtiil \.nrt hv (lr$ilrlizittiorl
.)il.-i i5 us u"i i1."' ha s.,.1 ol1 n'r.rlcrj a Iiit' io tiri: o]]ei.1tj ns
biril--cl: iol ilrsi.rilcl, irr :inru1.: tir.:l opcralc iln a

b5 mLiiiolr br;i1gei. tr.r.'i: sir,;i'i,rttrres ir,,t1, Lre ;:erlriireil ou
rr.r,,rt' clrr,ck ,,r'r'illtrr ior nrr>r.rl lh;r'r * tr(J,tll)(1, p,rssiL.i1"
pr*\/{jnfing losscs cir-ii: to rrli:i rrr: il;r-t.'i" l-his conibiir,:-
tiorr rrteiirod can olit'r 1.,oul ;rssci:ia tir)n,r 3Jti.l,rr. t(, r\
ble nii of bnth r,r,r,rlds: tlir: eiiii:ir.r'rc"r, cf the sir:git- sirna,
iurt: ar-id the Lrss Lrrcvc,iltion of tlrt: .lli.'ll signatr.rr:r:. ffi

fierl Senitsnarno vvrtrks 't;itit srnali lc rtrtj-sr:e olrsinesses on
lhcir lax arid acccunling /teed.s. l-lis hackgrorii;C aiso ltcjr.rCes
triorking in ist:tii<.iitE, *rt.;st recently a.! ii cor?il?i:/cial ler:dr:r. antl
sertints in llie .$(isiliol c:f aiiriitor aiirl cor;iroller for se verai oryafi-
iz;-tiittt'ts ite can bil reatnei ai baibeaLrchanip@yahoo.com.
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Dual-Signature Checking Accounts

Small businesses, non-profit charities, partnerships, co-cxecutors and co-trustces somctimes use
dual-signature checking accounts as an intcrnal accounting control proccdure. If not implemcnted
carefully, these accounts can make banks liable when the customer's persorulcl lail to comply with thc
customcr's intcrnal dual authorizationrequiremcnt. Forthis rcason, some banks simplyr.irre to opcn
dual-signature accounts, which frustrates customers and bankers alike. There are sevcral ways bants
accommodate thesc customers' needs without r-rndue risk.

Modern-Day Check Processing and the UCC

To understand the issues involvcd requires a basic understanding of modern-day check processing
and applicable sections of the Uniform Corrmcrcial Code (UCC). Until about fbrly ycars ago. banks
manually verified all check signatures against account signature cards wherc requircments fbr multiple
signatures were noted. As the number of checks increased and customers demanded fhster transactions,
check processing bccame automated. Today. automated systems process hr,rndreds of chccks per minute.
It is not feasiblc to verify signaturcs on all thesc checks. Nor is signaturc vcrification an effcctive fiaud
prevcntion method because pcople's signatures change ovcr timc and high rcsolution scanning tcchnology
makes forging signatures easy and undetectable. Today, most banks use risk management programs and
fiaud filters to identify tiaudulent checks, and only suspect checks are manually inspected.

Acknowledging industry,vide acceptance of automated check processing. the UCC was revised to
provide that "ordinary care" and "reasonable commercial practices" for banks processing checks by
automated means do not require manual examination of checks if the bank follows prescribed procedures
and does not vary unreasonably from general banking practices.I Accorilingly. a bank that pays a dual-
signaturc check with only onc signature bccausc the bank's automatcd chcck proccssing system did not
verify therc were two signatures likely will not be Iiable to the customer fbr ncgligencc fbr failure to
cxercise ordinary carc or rcasonable commcrcial practices.

However, the UCC also provides that a bank may only charge the account of a customer for
checks that are "properiy payablc." and that a check is propcrly payable ifit is "authorized by the
customcr" and is in accordance with an agreemcnt betwccn thc customcr and bank. r The UCC furthcr
provides that, "[i]f the signaturc of morc than one persor.r is rccluired to constitutc the authorized signature
of an organization, thc signaturc of thc organization is uuauthorized if one of the rcquirccl signaturis is
lacking."r While not neccssarily nc-eligent. a bank that pays a dual-signature chcck with oniy one
si-enature is strictly liable fbr re-crediting the customer's account because thc check is treated as having an
"unauthorized signature" and is not "propcrly payablc" and cannot be charged against the customer's
account.

Product Options

Thcrc are scveral ways banks rnitigate the risks associated with multiple signature chccks. One
u'ay is by not offcring dual-signatru'c accounts, which may cost thc bank some business. Another solution
is otf'ering a dr'ra1-signatr.rre checking account as a special product with procedures to manually inspect all
checks writtcn on the account. Additional f-ces arc often chargcd to compcnsate fbr the manual
processing and increased liability risk.

I ucc $ 3-103.
r ucc $ 4-401.
t ucc 5s 3-493.



Othcr banks offer dual-signaturc accounts where thc account contract clearly indicatcs that

payment is authorizcd by a singlc signaturc, but that thc face of the customer's chccks will havc two
signature lincs to accommodatc thc customer's intcrnal dual-authori zation procedures. According to onc

UCC cxpert. "[t]his type of provision should bc enfbrceablc under the fieedom-of-contract principle

codified in UCC $ 4-103(a)," a which provides that the effect of the UCC provisions discusscd above

"may be variccl by agrccment" as long as the agreement does not limit a bank's rcsponsibilities to act in

good faith and cxercise ordinary care. This typc of agreement varics the effcct of the UCC provisions

discussed above such that a two-signature check signed by one person will be "authorized by the

customer" and "propcrly payable" by the bank. The following statemcnts should bc includcd in the

agreement:
r the bank processcs claims on an automated basis, based on infbrmation encodcd on checks;

r automated processing reduces costs, to the bcnctit of all bank customers;
. becausc of automatcd processing, the bank cannot compare signaturcs or detcrmine that a dual-

signaturc rcquirement is being violated;
. any dual-signaturc requirement is a matter that is intcrnal to the customer, whcther the bank

knows of it or not;
r the customer cannot assefi a clairn against the bank for permitting a transaction that violates the

customer's dual-signature requircmcnt; and

. if the customer wants the bank to sight-review prcscnted checks lbr violation olthc customcr's

dual-signature rcquirement, it must give specific notice to thc bank and pay a fcc for the scrvice.5

A checking account with "positivc pay" featurcs is yct anothcr option offercd by many banks.

Positive pay is a fiaud prevention tool where onc customer representative has authority to sign checks,

and another customer represcntative has authority to approve checks presented to the bank for payment.

Checks not approved by thc second individual Lrpon prcsentment to the bank arc not paid by the bank.

Additional fccs are often charged for thcse accounts to compcnsate tbr thc additional systems and

procedures and added liability risk.

Takealvays

One takcaway is that there are a variety of products offered by diff-erent banks. and customers

should shop around to find the products or services that most closely align n'ith their needs and

prcferences. Another takcar.vay is that banking laws and regulations should not treat banks as utilities that

are rcquired to offer commodity products and services. For banking products and serviccs to evolve with
technological advances and modem business practices, banking laws and regulations must encourage

flexibility, creativity, and entrepreneurial innovation.

For more information about the dual-signature account matters discussed in this afiicle, contact

Mel Tull, VBA Gencral Counsel, at mtull(gvabankcrs.org or (t104) 819-4710.

This article has been prepared./br infbrmational pur\toses onl-t; and is not legal aclvice.

See 2 Clark and Clark, The Law o.f Bank De2tosits, Collec'tions and Credit Card.s (3d cd.20l4), S 10.02[2], p.l0-30,

for more information about this type of contractual provision.
Id. at p. l0-31.
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