Check 21

The Check Clearing for the 21st Century Act (Check 21 Act) paves the way for significant change in the way checks are processed in the United States.  All banks, even if they do nothing to change their current check processing operations, will be affected by this law.

And, all customers (both business and consumer) are affected by this legislation as they potentially could receive a substitute check rather than the original document.

If you produce or process checks for business clients, then you have probably caught the buzz about the new Check 21 legislation.  And you probably have questions about how the act will affect your current documents and the security of negotiable instruments.

What is Check 21?

The Act, effective on October 28, 2004, creates a new legal instrument, a substitute check (or IRD) that is the legal equivalent of the original paper check.  This substitute document may be deposited, presented, sent for collection, or returned without an agreement with the recipient, as long as the substitute document meets the requirements outlined in the act.

Check 21 does not mandate check imaging or electronic checks, but banks that want to create substitute documents and take advantage of the act will have to have access to some level of image technology.

Who benefits from Check 21 Legislation?

Financial institutions can benefit from the act through reduced costs and expedited processing.  As an example, a check drawn on a Florida bank, but deposited in California no longer has to be sent (physically) to the Florida bank for processing.  Instead, any bank receiving the check can create a substitute electronic image and forward it to Florida where a substitute document is processed on.  Either the original check or substitute document can be returned to the account holders.

Certainly, vendors of imaging technology may also see this as an opportunity to sell their products, but there is also an opportunity for distributors and printers.  An important component of the Act is the requirement that each bank provide a brief notice to all consumer accounts by US Mail, or other written means, that the substitute document they may receive is the legal equivalent of the original check.  This written notification may be just the opportunity to provide direct mail products or services to your banking clients.

As a check provider, what responsibility do I have?

Technically, the Act does not define who is responsible for the creation of documents that can be imaged.  Nor, is there any defined set of repercussions for documents that do not meet these requirements.  However, clearing houses that utilize image technology, vendors of image technology, and larger banks will undoubtedly pressure smaller businesses and customers to become compliant.

As long as your checks meet ANSI standards for image compliance when they are processed October 28, 2004, you have done your part.

How can I tell if the checks I distribute are image compliant?

There is no way to determine whether a check is image compliant through a visual test.  Instead the form must go through a specialized image tester that can measure such values at print contrast, file size, paxel counts and reflectance levels in specific areas of interest.

These measurements are clearly defined in ANSI specifications and require some level of expertise to design and test documents for compliance.  Correctly designed forms will allow clear imaging of all areas of interest without interference from background print.

Some security features, such as void pantographs, may compromise these areas or the file size and may need to be removed or redesigned.  However, until the check is tested specific changes cannot be recommended.

What are the risks of non-compliance for a distributor?

In the $1.5 Billion business check market, forms professionals currently sell and distribute over 50% of the product.  Because these products tend to be more value add and less price sensitive, many major directs and personal check printers would love to have this business.  They will likely encourage banks to purchase from them rather than a local printer or distributor, citing their expertise and access to sophisticated processes and testing processes.

How can PrintXcel help?

PrintXcel recently installed RDM Image Qualifiers in all facilities where checks are produced.  This is the only testing equipment that meets all of the requirements outlined by ANSI for image compliance.  Our operations personnel have been trained by RDM in the use of the equipment and image compliance issues, and we have adopted common standards company wide for testing.  

We will test, at no extra charge, any of your repeat or new check products and provide written verification of the results.  For compliant documents, a certification notice with key measurements will be provided for use with your customer.  For documents that do not meet ANSI standards, similar documentation will be provided along with re-design recommendations.

We can also provide additional information about the Act for use with your clients.

If you have additional questions about Check 21, contact your sales representative or Deanna Day at dday@printxcel.com

