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Put as simply as possible, in real estate transactions, escrow 
is when the buyer and seller use a third party to transfer title, 
and receive and distribute funds related to the transfer of 
that title. This means that your escrow agent – whether they 
be a title company, attorney or strictly an escrow agent – is 
ultimately responsible for receiving funds sufficient to close 
a transaction and distributing those funds to the proper 
transaction parties. While on the surface this may seem to 
be a simple thing, the disbursement of funds has a language 
and issues all its own. 

Good funds laws

“Good funds” laws regulate the types of funds that a title 
company or escrow agent can accept and/or the minimum 
length of time that such funds must remain on deposit in 
a bank before they can be disbursed. For example, “good 
funds” laws may require wired funds, cashier’s check, 
certified check or teller’s check to be deposited, and/or 
may limit the amount of personal checks that are permitted. 
Check fraud schemes often involve counterfeit bank checks 
(i.e., cashier’s checks or teller’s checks) and/or certified 
checks. To ensure a smooth and efficient transaction, it is 
better to deliver funds to the escrow agent using a cashier’s 
check or through federal wire.

“Good funds” are not the same as “available funds” and 
“collected funds”, which are banking terms applicable to 
all types of accounts. They are the minimum state-imposed 
standards relating to escrow practices. Your escrow agent, 
however, should not automatically disburse funds upon 
the meeting of these minimum requirements, as receiving 
a check doesn’t always mean the funds are actually there 
to back it.

Receipt and disbursement of transaction funds
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Receipt and disbursement of transaction funds

How all of this can affect your transaction

Many escrow agents have been stung by con artists taking 
advantage of holes in the banking system to commit 
fraud in order to steal funds. This has resulted in many 
agents requiring stricter practices than those outlined in 
their area’s good funds laws. And these practices can, of 
course, have an impact on the speed of your transaction. 
The good news is if you go into your transaction accounting 
for stricter policies, it should help keep your transaction 
moving as quickly and efficiently as possible. Keep these 
things in mind:

•	All	funds	should	be	provided	to	your	escrow	
agent by federal wire or in the form of a cashier’s 
check as any other form of payment may 
experience delays before funds can be disbursed

•	Avoid	using	lesser	known	or	foreign	banks	 
when possible as the collection process can take 
much longer and delay the release of funds and 
finalization of your transaction

•	 If	you	are	using	a	lesser	known	or	out-of-town	
financial institution, have your bank ready to 
contact your escrow agent once they issue 
funds, in order to speed up the process

•	Work	with	your	bank	to	ensure	any	paper	check	
deposits being sent on your behalf are delivered 
to the escrow agent’s bank prior to deposit 
cutoff time

•	The	point	of	all	of	these	practices	is	to	try	to	
eliminate fraud and provide a good transaction 
for all parties involved in which the money and 
title involved in the transactions are transferred to 
the proper people as quickly as possible

For more information on title insurance, escrow and 
why Stewart Title is the right title company for you, 
contact us today.
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