FEDERAL RESERVE BANK
OF NEW YORK

r Circular No. 5982"1
L May 11, 1967 J

Collection of Items Requiring Special Handling as Noncash Items

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

In our Circular No. 5849, dated August 5, 1966, we informed you that, 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 postencoded 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. We further informed you that, on and after such effective 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 Re-
serve office will be charged back and entered for collection as noncash items; and

(b) All other items will be charged back and returned.

We have been most gratified to note the progress made by the commercial banks since the
above announcement in increasing the proportion of checks drawn on them that bear the payor’s
routing symbol-transit number in magnetic ink encoding. A one-day survey completed last month
at all Federal Reserve Banks and Branches, involving the inspection of over 18.3 million items,
revealed that 98 per cent of the items were properly encoded; a copy of the survey results is printed
on the reverse side of this circular. Of the items that were not encoded, 33 per cent represented
checks drawn by corporations, 21 per cent comprised checks drawn by individuals, and 24 per cent
were made up of “counter” checks or “ scratched” checks—checks designed for drawing on a
particular account or bank but used for drawing on another account or bank. Multiple-drawee
items (4 per cent), preauthorized life insurance-premium drafts (6 per cent), and municipal war-
rants (5 per cent) were the largest other individual categories.

A similar one-day survey completed last January showed that 97.1 per cent of the items were
properly encoded. We appreciate the continuing support of the banks in the action they have taken
to date, and we know that continued progress will be forthcoming.

To achieve maximum benefits in the mechanization of check-collection and demand-deposit
accounting procedures, and to obtain the full benefits of the Magnetic Ink Character Recognition
program, we again urge banks, and through them their depositors, to arrange to have the payor’s
routing symbol-transit number imprinted in magnetic ink on all items. In addition, banks are
urged to implement, if they have not already done so, the basic concept of The American Bankers
Association MICR program that envisages the dollar amount being encoded on all checks by the
first bank of deposit.

Additional copies of this circular will be furnished upon request.

A Ifred H ayes,
President.

(over)

Digitized for FRASER
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