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When accepting funds from any party to a settlement (whether it is a borrower, seller, lender, or other 

party), the settlement agent must ensure the funds are immediately negotiable “good funds.” Some 

states have laws requiring certain forms of funds for real estate closings – these are generally referred to 

as “good funds,” “wet settlement,” or “wet funds” laws. If a settlement agent is operating in a state 

that regulates “good funds,” the settlement agent may only accept and disburse according to that 

state’s good funds laws. You should always be familiar with the laws and regulations governing the 

state in which you are performing settlements.  

 In the absence of any specific state law or regulation dealing with “good financial institution in 

connection with a settlement transaction; 

 Wired funds unconditionally held by and credited to the settlement agent’s trust account 

(preferred). 

 Bank cashier’s check, bank certified check, bank money order, or teller’s check drawn on or 

issued by a financial institution chartered under the laws of a state or the United States, and 

 being loan proceeds provided to the settlement agent by a financial institution in 

connection with a settlement transaction; 

Or 

 not in excess of $10,000.00. 

 Checks drawn on the government of the United States, an individual state, or an agency of the 

U.S. government. 

 A check drawn on the fiduciary trust account of a title insurance company or title insurance 

agent, provided that the settlement agent has reasonable grounds to believe that sufficient 

funds are available for withdrawal in the amount upon which the check is drawn at the time of 

disbursement. 

 “Collected Funds,” which shall mean funds deposited and irrevocably credited to the settlement 

agent’s escrow account. 

In addition to ensuring that any funds received for closing are “good funds,” settlement agents should 

adhere to the following procedures for receipting and disbursing in connection with a settlement 

transaction. 

 No cash in any amount shall be accepted. 

 No personal checks of $500.00 or more shall be accepted. Note: An exception is made for 

earnest money deposits and funds to be held in escrow that will have sufficient time to clear the 

settlement agent’s escrow account and become “collected funds.” 

 Deposit funds on day of receipt. Incoming funds must always be deposited at the bank and 

recorded on the day of receipt, unless funds are received after the local bank has closed, in 

which case it is acceptable to endorse the check, safeguard it, and deposit it on the subsequent 

business day. 



 Verify all necessary funds for closing have been received into the escrow account, and verify 

with lender that all closing conditions have been met prior to disbursement. If there are any 

questions regarding funds, please contact Settlement Services immediately for assistance. 

 Absolutely no funds shall be disbursed for any transaction unless “good funds” have been 

received and deposited for that transaction in the settlement agent’s escrow account. 

 Disburse funds according to the settlement statement and lender’s instructions. 

 All wiring instructions shall be verified by telephoning the wire recipient at a known phone 

number initiated by the settlement agent. Note: An incoming call to the settlement agent from 

the wire recipient is not a reliable source of verification and may not be relied upon. 

 A known phone number can often be verified via the internet or with an independent third 

party such as the lender, realtor, attorney, or other party to the transaction. If the wiring 

instructions received can be matched to wiring instructions previously provided by the wire 

recipient and previously verified by the settlement agent, then no further verification is 

required. 

 Verification must be documented in the file and such verification shall include the date, phone 

number used, individual spoken to, and name of staff member that verified the instructions. 

 All subsequent requests to change wiring instructions shall also be verified in the same manner. 

Please be aware very few individuals or entities will change their bank account in the middle 

of a transaction. Any changes to previously supplied wire instructions should be met with 

extreme caution. 

Whether incoming funds are in the form of a check or wire transfer, it is the responsibility of the 

settlement agent to verify that all incoming funds are “good funds” that have been irrevocably 

credited to the escrow account prior to disbursement. Keep in mind that a wire verification received by 

fax or email from your lending institution is not a guarantee that the funds have actually posted to your 

account. Settlement agents should always confirm receipt of funds via their online banking system prior 

to disbursement. 

In addition, financial institutions are required to provide account holders with their funds availability 

policy, which explains the wait time required for funds to clear the account and be considered “collected 

funds.” It is important for each settlement agent to know and understand their bank’s funds availability 

policy. The details regarding your bank’s policy should be part of your account agreement or included in 

other disclosures provided by your bank.  


