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Dallas, Texas, August 5,1966

COLLECTION OF ITEMS REQUIRING 
SPECIAL HANDLING AS NONCASH ITEMS

To All Banking Institutions in the
Eleventh Federal Reserve District and Others Concerned:

Effective September 1, 1967, the Federal Reserve Banks will classify as items requiring special 
handling all checks, drafts, and similar items received by them on which the payor’s routing symbol- 
transit number has not been preprinted, or post-encoded before their receipt by a Federal Reserve 
office, in E-13B magnetic ink characters in the manner prescribed and in the location assigned by 
The American Bankers Association. After that date all such items must be sent to the Federal 
Reserve offices as noncash items.

On and after that date, all such items sent as cash items will be handled by the receiving 
Federal Reserve office as follows:

(a) Items of $1,000 or more received from banks located outside the city of the receiving 
Federal Reserve office will be charged back and entered for collection as noncash 
items; and

(b) All other items will be charged back and returned.
Since the introduction of the Magnetic Ink Character Recognition Program by The American 

Bankers Association, bankers have become increasingly aware of the operating problems caused by 
“headache” items. The term “headache items” is used to describe any of a number of types of 
nonstandard checks, drafts or similar instruments which, because of their design or size, cause 
errors or require special handling in present check handling operations. Efforts have been made and 
are continuing to be made by The American Bankers Association, individual commercial banks, and 
the Federal Reserve System to eliminate such items from the check collection system.

Consistent with this program the Federal Reserve Banks previously announced that (1) after 
January 1, 1964, they would no longer accept as cash items any items that, because of their size, 
could not be processed in the customary manner through low-speed proof machine equipment, and 
(2) after January 1, 1965, they would no longer accept as cash items any items containing more 
than a single thickness of card or paper. With the substantial progress being made by the banks of 
the country in redesigning their check forms to include the magnetic ink preprinting of their 
routing symbol-transit numbers, and with the expanded use by the commercial banks and the 
Federal Reserve Banks of high-speed processing equipment which relies on such preprinting, the 
Federal Reserve Banks have concluded that it is now appropriate to take this next step of classifying 
as noncash items all items which do not bear the payor’s routing symbol-transit number in magnetic 
ink characters. Prior to the effective date, depending upon progress shown in the meantime in the 
elimination of such items from the collection system, further consideration will be given to the 
matter with a view to determining whether it would be appropriate for the Federal Reserve Banks 
to take additional action, including possibly the imposition of a collection charge on such items.
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We believe you will recognize this action as a constructive and mutually beneficial step toward 
improving the efficiency of the country’s check collection system and minimizing operating problems 
by eliminating from cash item channels an additional type of “ headache” item. We urge you to 
support the action and solicit your cooperation in complying with it.

We appreciate your support of the action which has been taken to date, and we look forward to 
your continuing efforts to attain the ultimate goal of having all checks, drafts, and similar items 
which are to be handled as cash items, fully encoded in accordance with the Magnetic Ink Character 
Recognition Program of The American Bankers Association.

Additional copies of this circular will be furnished upon request.

Yours very truly,

Watrous H. Irons
President




