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Instructions to 
Collecting and Paying Banks
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SCOPE

This bulletin sets  forth the instructions to be fo llow ed  in the handling of, and payment  
or rem ittance for, checks and other cash item s contained in cash letters received  from  
this Bank.
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Section 1, DEFINITIONS AND 
GENERAL PROVISIONS

This bulletin is directed to the m em ber banks of  
the E leventh  Federal Reserve District and others  
concerned:

1.00 C ollection  contract

A ttention  o f  collecting banks, paying banks, and  
nonbank payors is directed to section  210.3 of 
Regulation } w h ich  provides that the provisions  
of that regulation and of the operating bulletins  
of this Bank are binding upon each collecting  
bank, paying bank, and nonbank payor to w hich  
this Bank or any subsequent collecting bank, 
presents, sends, or forwards a cash item  received  
by us.

1.05 A uthority

This bulletin, our Bulletin 8, and our time sched ­
u les  (Bulletin 10] are issued  pursuant to the  
provisions of  sections 4, 13, 14(e), and 16 of the  
A ct and the provisions of  related statutes and in 
conform ity w ith  the provisions o f  Regulation J.

1.10 D efinitions, reference to  Regulation J

A ll terms defined in Regulation J and used  herein  
shall have the m eanings stated in that regulation.1

1.15 R eference to Bulletin 1

Definitions and rules o f  construction applicable  
to this bulletin  are found in our Bulletin 1, Gen­
eral Provisions, and are incorporated herein by  
reference.

1.20 U se  o f term “w ire”

For the purposes o f  this bulletin, the term “w ire” 
inc ludes telephone, telegraph, cable, or other 
form of electronic te lecom m unications.

1.25 A pplicability  o f  th is bulletin

The provisions of  this bulletin  are applicable to 
any state, or any county, district, political sub ­
division, or m unicipality thereof to w h ich  w e  
present direct, as cash item s, any bills, notes,  
and warrants is su ed  by such state, county, politi­
cal subdivision , or m unicipality  and payable in 
this district. Each such  issuer to w h ich  cash

item s are presented is  treated as a paying bank  
for all purposes o f  Regulation J and operating  
bulletins issued  in conform ity therewith.

Section 2, PRESENTMENT FOR 
PAYMENT

A s contem plated by section  210.7 o f  Regulation  
J, any cash  item:

(1) M ay be presented for paym ent by  u s or a 
subsequent collecting bank;

(2) M ay be sent by us or subsequent collecting  
bank for presentm ent and paym ent; or

(3) M ay be forw arded by  us to a subsequent co l­
lecting bank w ith  authority to present it for 
paym ent or to send it for presentm ent and 
payment.

Section 3, ENDORSEMENTS

3.00 Cash item  w ith ou t endorsem ent

If a cash item  is received b y  a Federal Reserve  
Bank from a sender w ithout the endorsem ent  
thereon o f such sender, w e  may:

(1) Present, send, or forward the item as if  it 
bore such endorsem ent;

(2) Place on the item  the nam e o f  such sender  
and the date of its receipt by us; or
(3) Return the item  to the sender for proper en ­
dorsem ent by  the sender.

3.05 W arranties

This Bank m akes the warranties set out in sec ­
tion 210.6(b) of  Regulation J by presenting, send ­
ing, or forwarding a cash  item  pursuant to 
section  3 o f  our Bulletin 8. T hese warranties  
arise w hether or not such item  bears the endorse ­
ment of  this Bank.

Section 4, PAYMENT FOR CASH 
LETTERS

4.00 Tim e o f  paym ent

Paym ent or rem ittance for our cash letter m ust  
be m ade by a paying bank for all accom panying  
cash item s w hich  shall not have been returned  
by said bank prior to the close of its banking day

'For the pu rposes o f  this bu lletin  as w e l l  as for the pu rposes of Regulation J, the Virgin Islands and Puerto Rico shall  
be deem ed to be  in or of the Seco n d  Federal R eserve  District; Guam and Am erican Sam oa shall be  deem ed to be in or 
of  the T w elfth  Federal R eserve  District.
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on w h ich  such cash item s are received.2 Such  
paym ent or rem ittance3 shall be m ade at par and 
in the manner hereafter provided:

(1) Debit to an account on our books;

(2) Cash; or
(3) In our discretion, any other form of paym ent  
or remittance.
The proceeds of  any such paym ent or remittance  
in any form herein stated shall be available to 
us not later than the close o f  the banking day 
for us on w h ich  such  item s w ere so received by  
the paying bank. If the banking day on w hich  
such  item s are received by a paying bank is not 
a banking day for us, any paym ent or remittance  
made hereunder shall be effected on the next  
banking day of both  this Bank and such paying  
bank n ext  fo llow in g  the day of receipt o f  such  
item.

4.05 Form o f  paym ent

This Bank m ay require the paying bank to w hich  
it has presented  or sent any cash item  to pay or 
remit therefor in  cash, but paym ent m ay be 
made, in our discretion by any of the fo llow ing  
m ethods w h ich  is in a form acceptable to us:

(1) Authorization to charge the account on our 
books of a m em ber or nonm em ber clearing bank;

(2) Cash letter agreement plan (automatic charge; 
see  our Bulletin 12); or

(3) Other form s w here special arrangements have  
been  made.

4.10 A djustm ent for reserve com putation

If paym ent or remittance for an item is effected  
by m eans of a debit to an account on the books  
of this or another Federal Reserve Bank on a 
banking day for such Federal Reserve Bank fol­
low ing the banking day of receipt of the item by

the paying bank because such day of receipt w as  
not a banking day for such Federal Reserve  
Bank, this or such other Federal Reserve Bank 
may make appropriate adjustments as of  such  
day of receipt (unless such day is a Saturday) 
for purposes of computation of reserves under  
Regulation D of the Board of Governors of the 
Federal Reserve System.

4.15 Collecting banks

A  subsequent collecting bank (other than a Fed­
eral Reserve Bank] to w h ich  the paying bank has 
paid or remitted for a cash item  as herein pro­
v ided shall pay or remit the proceeds to the Fed­
eral Reserve Bank w hich  forwarded the item to 
it in such fashion that the proceeds thereof w ill  
be available to such Federal Reserve Bank not  
later than the close of  the banking day, for such  
Federal R eserve Bank, on w hich  the proceeds  
w ere received  by such subsequent collecting  
bank.

4.20 Differences and adjustm ents

U nless  a paying bank has otherw ise agreed w ith  
this Bank, w h en  a paying bank pays or remits 
for our cash letter in an amount not in agreement 
w ith  the total o f  the cash letter because  the ac­
com panying cash item s do not prove to the  
amount o f  the cash letter, a com plete explana­
tion o f  the difference should be furnished on 
our appropriate form. Paying banks are re­
quested to refrain from reporting adjustments  
of $1.00 or less.

4.25 Late claim s for error adjustm ents

W e w ill send to member banks and other de­
positors maintaining an account on our books  
statem ents of account, w h ich  m ay be supported  
by advices, w ith  respect to entries in such an 
account m ade by us in accordance w ith  the

2A cash  item  rece ived  by  a paying  bank shall be  deem ed to have been  received  by the bank on its next banking day if 
the item  is rece ived  under one  o f  the fo l low ing  c ircum stances:

(1) On a day other than a banking day for it, or
(2) On a banking day for it, but

(a) A fter  its regular banking hours, or

(b) A fter  a “cut-off hour” estab lished  by  it in accordance w ith  applicable state law, or

(c) During afternoon or even ing  periods w h en  it is open for lim ited functions only.

3This Bank w ill  charge against a m em ber paying  bank’s reserve  account the am ounts o f  cash  letters rece ived  from or 
through this Bank by  such paying bank, in the absence  of any arrangement to provide for paym ents and rem ittances  
in som e other m anner and in the absence  of instructions to the contrary w ith  respect to any specific  cash  letter.
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provisions of Regulation J and our operating  
bulletins. If, w ith in  one calendar year from the 
date of an entry in such an account, such a 
depositor fails to advise  us in writing of its  
objection to such an entry, the depositor, and any  
sender, collecting bank, or paying bank using the  
account m aintained by the depositor w h ich  has  
handled the item  to w hich  the entry relates, shall 
be deem ed to have approved the entry and the  
statem ent of  account shall be deem ed finally ad­
justed. The foregoing shall not relieve such a 
depositor from the duty of exercising due dili­
gence to exam ine statem ents of  account sent to it 
and of notify ing  us im m ediately  upon discovery  
o f  any error, nor shall it apply to claim s based  
upon the breach of a warranty in respect of an 
item  to w h ich  an entry relates by a Federal 
Reserve Bank.

Section 5, RETURN ITEMS

5.00 R ecovery

If a paying bank returns to us an unpaid cash  
item  in accordance w ith  the provisions of se c ­
tion 210.12 of Regulation f,4 it m ay recover any  
paym ent or remittance theretofore m ade by it 
for such item  by requesting a credit therefor to 
an account on our books; and paying banks are 
urged to fo llo w  this procedure to the extent  
practicable. H ow ever, any such paying bank may  
return any such unpaid item  to us for refund.

5.05 Tim e for return b y  collecting banks

A n y  collecting bank w h ich  receives  an unpaid  
cash item from a paying bank for return to us  
is hereby directed to forward the return item  
to us before midnight o f  its next banking day 
fo llow in g  the banking day of its receipt of the 
return item, or as such time m ay be extended  
by operation of  section  210.14 of Regulation J.

5.10 W arranty o f  collecting banks

A  collecting bank w h ich  takes or receives a 
credit or obtains a refund for the amount of  any  
remittance m ade by it in respect of  a cash item  
forwarded to it by us and returned to us by it 
thereby:

(1) Warrants to us and to the sender of the item  
and all prior parties thereon that its return of the 
unpaid item to us w as  timely; and

(2) A grees to indem nify  us for any lo ss  or ex ­
pense sustained (including but not lim ited to 
attorneys’ fees  and expense  of  litigation) result­
ing from its breach of such warranty.

5.15 W arranty o f paying banks

In accordance w ith  section  210.12(b) of Regula­
tion J, each paying bank w hich  takes or receives  
credit or obtains a refund in respect of  a cash  
item received  by  it from or through us, w ar­
rants to us, to any subsequent collecting bank, 
and to the sender and all prior parties that it 
took all action necessary  to entitle it to recover  
such paym ent w ithin  the times limited therefor.

5.20 Return w ith ou t entry

A  paying bank or a collecting bank m ay return 
to us w ithout entry a cash item  w hich  the paying  
bank or collecting bank did not return on time, 
w ith  the request that w e  ask our sender to make  
refund therefor, in w h ich  event w e  shall make  
refund to the paying bank or collecting bank  
and charge our sender only if  the latter sp e ­
cifically authorizes us to do so.

5.25 R eason for nonpaym ent on  item

Each cash item returned unpaid should bear a 
notation clearly indicating the reason for n on ­
payment.

5.30 Federal R eserve responsib ility

If w e  are once furnished w ith  a cash item accom ­
panied by a statement, signed by an authorized  
representative of a sender (other than a Federal 
Reserve Bank), that, upon the information and  
belief o f  such sender, the paying bank did not 
take all action n ecessary  to entitle it to recover  
its paym ent or remittance for such cash  item  
within the times limited therefor by  the provi­
sions of  Regulation J, thereby causing lo ss  to the 
sender, w e  shall, on the basis of such statement, 
charge the amount of  the item  to the account  
m aintained or used  by, and forward the item  to, 
the collecting bank or paying bank to w h ich  the  
item w a s  originally presented, sent or forwarded  
by us and credit the account on our books of the  
sender (or Federal Reserve Bank furnishing such  
item and statement) w ith  that amount; provided, 
how ever, that such  credit to the sender shall be

'Section  210.12 of Regulation J is set forth in Supplem ent A to this bulletin.
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revoked if  for any reason w e  cannot obtain the 
amount of  such credit from the paying bank, and 
such credit to the sender shall be revoked if  w e  
subsequently  receive not later than fifteen (15) 
banking days after w e  forw arded the item  to the 
collecting bank or paying bank as provided in 
this paragraph, the sam e cash  item  accom panied  
by a statement, s igned by an authorized rep­
resentative of  the paying bank, that the paying  
bank took  all action necessary  to entitle it to 
recover its paym ent or remittance w ith in  the 
tim es lim ited therefor by the provisions of  
Regulation J, and the paying bank (or collecting  
bank furnishing such item  and statement) w ill  
be credited accordingly. N o Federal Reserve  
Bank shall have any responsibility  for determin­
ing w hether the paying bank took  all action  
necessary  to entitle it to recover such paym ent  
or rem ittance or w hether  the return of  the item  
to it by a collecting bank w as timely.

5.35 M aintenance o f  records

For its ow n  protection each paying and co llect ­
ing bank returning cash item s to us for any 
reason should maintain adequate records to per­
mit the reproduction or tracing o f any item s lost  
or destroyed in transit.

5.40 Provisional credits

If a paying bank or a collecting bank makes, in  
accordance w ith  applicable state law, a direct 
return to the depositary bank of an unpaid cash  
item  w hich  it has received from or through us 
or any other Federal Reserve Bank, any provi­
sional credit for the item:

(1) B etw een  such paying bank or collecting bank  
and this Bank or any other Federal Reserve  
Bank;
(2) B etw een  this Bank or any other Federal Re­
serve Bank and the sender; and

(3) B etw een  this Bank and any other Federal 
Reserve Bank

shall becom e and remain final.

Section 6, UNIFORM INSTRUCTIONS 
REGARDING PROTEST AND ADVICE 
OF NONPAYMENT

6.00 General

Except as provided in section  6.05 hereof, all

paying banks and collecting banks m ust receive, 
handle, and forward cash item s in accordance  
w ith  the fo llow in g  uniform  instructions regard­
ing protest and w ire advice of nonpaym ent; and 
any contrary or special instructions noted on 
cash letters or otherw ise transmitted w ith  cash  
item s are to be disregarded:

(1) PROTEST any dishonored item  of $2,500 or 
over:

(a) W hich appears on its face to have been  
drawn at a place w h ich  is not w ith in  any state ,5 
unless it bears on its face the A B A  no-protest  
sym bol o f  a Federal Reserve Bank or of a pre­
ceding bank endorser, or

(b) W hich bears on its face the legend, “PRO­
TEST R E Q U IR E D ,” of a Federal Reserve Bank  
or of a preceding bank endorser.

(2) DO NO T PROTEST:

(a) A n y  item  of less  than $2,500, or

(b) A n y  item  of $2,500 or over unless it is pro- 
testable under subparagraph (1).

(3) WIRE ADVICE of nonpaym ent of any item  
of $2,500 or over, un less it has not been paid  
because of  a m issing, irregular, or unsatisfactory  
endorsem ent or unless it bears on its face the 
legend, “D O  N O T  W I R E  N O N P A Y M E N T ,” o f  a 
Federal Reserve Bank or a preceding bank en­
dorser. Include in the advice o f  nonpaym ent, 
the amount of the item, the reason for nonpay­
ment, the date of  our cash letter, the nam e of  
the drawer or maker, and the nam es of  all en­
dorsers preceding the Federal R eserve Bank or 
their A B A  transit numbers, i f  any. W ire ad­
v ices  of nonpaym ent should be furnished in a 
form similar to that w h ich  is used  in the fo l lo w ­
ing specimen:

Returning $2,513.24 insufficient funds yours  
18th maker John Doe endorsed 37-2 17th  
88-4185 16th and Richard Roe.

(4) DO N O T  WIRE A D V IC E  of nonpaym ent of:

(a) A n y  item  less  than $2,500; or

(b) A ny  item of $2,500 or over unless such ad­
v ice  is required by subparagraph (3).

6.05 U nited States obligations

DO NO T P R O T E S T  A N D  DO N O T  W I R E  A D ­
V IC E  of nonpaym ent of  any cash item, regard-

'The term “sta te” is defined in sec t ion  210.2(n) o f  R egulation J to m ean any state  o f  the United States, the District of 
Columbia, or Puerto Rico, or any territory, posse ss io n ,  or d epend en cy  o f  the U nited  States.
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less  o f  amount, endorsed by the U nited States  
Treasury, or endorsed for credit to the United  
States Treasury, or bearing on its face or in an  
endorsem ent the legend, “This check is in pay ­
m ent of an obligation to the United States and 
m ust be paid at par. N.P. Do not wire non p ay ­
m ent.” or w ords of similar import.

6.10 R esponsib ility  of paying bank

The paying bank shall be responsib le  for making  
or providing for any protest o f  a cash item  pro- 
testable under the provisions of  this bulletin  
and for giving any w ire advice o f  nonpaym ent  
required by the provisions hereof, except as may  
be otherw ise provided by the rules or practices  
of any clearing house  through w h ich  the item  
w as presented  or by agreem ent b etw een  this 
Bank and the paying bank.

6.15 R esponsib ility  of th is Bank

This Bank shall have no responsibility  for deter­
m ining w hether  any other bank responsible  
therefor has (a) m ade or provided for the protest  
o f  any cash item protestable hereunder, or (b) 
given any wire advice of nonpaym ent required 
hereunder.

Section 7, PROCEDURES
7.00 S ta n d a r d iz a t io n , so r t in g , ro u tin g  and  
m echanized  processing

To facilitate the sorting, routing, and m echanized  
processing of cash items, and thereby promote  
earlier presentm ent and return of unpaid items, 
paying banks are urged:

(1) In conform ity  w ith  the A B A  M agnetic Ink 
Character Recognition Program, to preprint the  
routing sym bol and the suffix of the transit num ­
ber on all cash items in m agnetic ink in E-13B 
type in the manner prescribed, and at the loca ­
tion assigned, by the ABA.

(2) To clearly imprint the appropriate transit 
number-routing sym bol in fractional form in the 
upper right corner of all cash item s payable by  
or through such  paying banks, preferably in 
Gothic type, and the face  of  w h ich  m easures  
at least 8 points vertically  or 1 /9  of an inch  
from the top to the bottom  of the individual  
characters.

(3) To conform  cash item s to the standards pre­
scribed by the ABA, including a m inimum w idth  
of 23A inches, a m axim um  w idth  o f 32/s inches, 
a m inim um  length of 6 inches, and a m axim um

length of 83/4 inches, and to restrict cash  item s  
to a single th ickness of  card or paper.

(4) Cash items returned by collecting banks and 
paying banks should not bear on the back of the 
endorsement, paid or other identifying stamp of 
the paying bank unless that stamp has been  
cancelled. This Bank or another Reserve Bank  
w hich  has handled an item, shall not assume  
any responsibility  to the sender, to any other 
ow ner or holder of  the item, or to any other per­
son, for any delay resulting from action taken  
by a Reserve Bank in returning an item on the 
basis of the uncancelled endorsement, paid or 
other identifying stamp of the paying bank on 
the back of the item.

7.05 R eference to Bulletin 8

The attention o f  paying banks and collecting  
banks is called to our Bulletin 8, to the effect that:

(1] This Bank m ay present, send, or forward any 
cash item, in accordance w ith  section 210.6 of  
Regulation J, on the basis of:

(a) A n y  A B A  transit number or routing sym bol  
appearing thereon at the time of its receipt by us, 
w hether  inscribed by m agnetic ink or by any  
other m eans, and w hether or not such transit 
number or routing sym bol is consistent w ith  each  
other form of designation of the paying bank  
[or nonbank payor) then appearing thereon; or

(b) A n y  other form  of designation of the paying  
bank [or nonbank payor) then appearing thereon, 
w hether  or not consistent w ith  any A B A  transit 
number or routing sym bol then appearing there­
on; and

[2) If, in our judgment, the processing of  any  
cash item  by us requires the inscription there­
on in m agnetic ink, or otherwise, of the A B A  
transit number, the routing sym bol, or both, of  
the paying bank (or nonbank payor) or requires  
the inscription thereon in m agnetic ink o f  the 
amount of  such item, w e  m ay so inscribe the 
item and present, send, or forward it accord­
ingly; and the sender of  such item  shall be  
deem ed to assum e the risk of lo ss  resulting from  
delay caused by the act o f  inscribing such  
amount or such number, sym bol, or both.

7.10 Cash letters received  in  m utilated condition

In the event that our cash letter is received  in  
a m utilated condition, p lease  te lephone this Bank  
before attempting to function any portion there­
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of. U nder certain conditions w h en  the cash  
letter is returned intact, tracing and identification  
of m utilated or destroyed cash item s is  expedited.

7.15 Photographic cop ies

In the event w e  receive, as a cash item, a prop­
erly prepared photographic copy of a lost or 
destroyed item  w h ich  w as eligible for handling  
as a cash item, w h ich  copy bears a current en­
dorsem ent of  the sender and the fo llow in g  leg ­
end, or one o f  equivalent effect, s igned by or 
in behalf o f  the sender:

“This is a photographic facsim ile of the 
original check  w hich  w a s  endorsed by the 
undersigned and reported lost, stolen, or de­
stroyed w hile  in the regular course of  bank  
collection. A ll  prior and any m issing en ­
dorsem ents and the validity o f  this fac ­
simile are hereby guaranteed, and upon  
paym ent hereof in lieu o f the original check, 
the undersigned w ill  hold  each collecting  
bank and the payor bank harm less from any 
lo ss  suffered, provided the original check  is 
unpaid and paym ent is stopped thereon.”

w e  w ill  present or send the copy as a cash item  
to the paying bank (or nonbank payor) subject 
to all the rules as to paym ent or remittance for, 
and return of, cash  item s; and w e  urge paying  
banks (and nonbank payors) to accept such pho­
tocopies  for handling as cash items. H ow ever,  
if  a paying bank (or nonbank payor) declines to 
handle the copy as a cash  item  but is  w illing  to 
handle it as a noncash  item, w e  w il l  charge back  
to the sender the amount of  the copy and w ill  
present or send the copy to the paying bank (or 
nonbank payor) as a noncash  item  under the 
terms of our current bulletin relating to the co l­
lection of noncash  items; or, if such paying bank  
(or nonbank payor) refuses to handle the copy, 
w e w ill charge back the amount of  the copy and 
return the copy to the sender.

Supplement A 

RETURN OF CASH ITEMS

Section  210.12 of Regulation J, captioned “Return 
o f  Cash Item s,” provides as fo llow s:

“ (a) A  paying bank that receives  a cash item  
from  or through a Federal Reserve Bank, other­
w ise  than for im m ediate paym ent over the

counter, and that pays or remits for such item  
as provided in § 210.9(a) o f  this Part shall have  
the right to  recover any paym ent or remittance  
so m ade if, before it has finally paid the item, 
it returns the item  before m idnight of its bank­
ing day n ext  fo llow in g  the banking day o f  re­
ceipt or takes such other action to recover such  
paym ent or remittance w ithin such time and by  
such m eans as m ay be provided by applicable  
State law: P rovided ,  that the foregoing pro­
v is ions shall not extend, nor shall the time  
herein provided for return be extended  by, the  
time for return o f unpaid item s fixed by the  
r u le s  and  p r a c t ic e s  o f  an y  c le a r in g  h o u s e  
through w hich  the item  w as presented or fixed  
by the provisions of  any special collection  
agreement pursuant to w hich  it w a s  presented.

(b) A n y  paying bank w h ich  takes or receives  
a credit or obtains a refund for the amount of  
any paym ent or remittance m ade by it in respect  
of a cash item  received  by it from or through a 
Federal Reserve Bank shall be deem ed (1) to 
warrant to such Federal Reserve Bank, to a 
subsequent collecting bank, and to the sender  
and all prior parties that it took all action n ec ­
essary to entitle it to recover such paym ent or 
remittance w ith in  the time or tim es lim ited there­
for by the provisions of  this part, by  the appli­
cable rules and practices of  any clearing house  
through w h ich  the item w as presented, by  the 
applicable provisions o f  any special collection  
agreement pursuant to w h ich  it w a s  presented, 
and, except as a longer time m ay be afforded  
by the provisions of  this part, by applicable  
State law; and (2) to agree to indem nify  such  
Federal Reserve Bank for any lo ss  or expense  
sustained (including but not lim ited to attorneys’ 
fees  and exp en ses  of litigation) resulting from  
its action in giving such credit or m aking such  
refund, or in m aking any charge to, or obtaining  
any refund from, the sender. N o Federal Reserve  
Bank shall have any responsibility  to such pay ­
ing bank or any subsequent collecting bank or to 
the sender of the item  or any other prior party 
thereon for determ ining w hether the action  
hereinabove referred to w a s  tim ely .”




