
How would you like your earnings automatically deposited into your ac-
count on payday without any of the usual hassles? It’s called direct de-
posit, and you may have access to this convenient service through 
your employer. There are a few things to consider before signing 
up for direct deposit.

The Upside
Here are some of the perks of getting paid via direct deposit:
•	 You don’t have to worry about picking up your check on payday. 

That’s especially nice if you’re sick or on vacation (preferably the 
latter). 

•	 Paychecks can be lost or delayed in the mail, but direct deposit 
puts the money into your account right away. 

•	 Some schools offer direct deposit as a convenient way for stu-
dents to receive their financial aid. No more trekking across 
campus to pick up your loan check or waiting for it in the mail.

•	 You don’t have to drive anywhere to deposit your check or stand 
in any long lines.

•	 Direct deposit is environmentally friendly because you can save 
gas and go paper-free. Some employers even provide online pay 
stubs (called e-stubs), which can save a few more trees.  

The Downside 
Here are a few common concerns about direct deposit:
•	 There can be problems with direct deposit. However, according 

to electronicpayments.org, these problems are rare.  
If you find a problem, contact your employer  
immediately so they can correct it. 

•	 Identity theft causes some to be nervous 
about using direct deposit and e-stubs. 
According to Deborah Matthews on 
SouthWestern Automated Clearing 
House Association’s website: “Some 
employees perceive the electronic 
pay stub as less secure than 
paper. However, 

websites where electronic pay stub information is posted use 
SSL (secure socket layer) encryption and advanced password 
management to ensure the protection and integrity of all pay 
stub data transmissions.”  

Getting Inside
Speak with your human resources department, payroll depart-
ment, or financial aid office to find out if your company or school 
offers direct deposit. 
•	 You will need to sign an authoriza-

tion form, provide your account 
information, and, sometimes, enclose 
a voided check. 

•	 You may also be allowed to have your 
check split up and deposited into 
more than one account, as long as 
you provide all the required account 
information. 

•	 Check to make sure your paycheck is 
deposited correctly every month, especially if you use online bill 
pay to pay any of your bills automatically. If there’s a glitch in 
the deposit of your paycheck, and some or none of it shows up, 
your automatic payments could overdraw your account.

•	 Depending on your company’s payment system, direct deposit 
may not begin immediately after you sign up. 

•  Be sure to notify your human resources or payroll 
department immediately if you change or close your 

account.  b

Bottom Line: There were 4.4 billion payments 
made by direct deposit in 2005 alone. 

Whether you work at a restaurant, 
retail store, small business, or 

roadside fruit stand, check 
to see if you can use 

direct deposit.  
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