
United States Patent
Geer

[1e]

ilil|| ililil til illil illl llill l|il lllll lllll lllll lllll llllll ll lllll llll
[11]

[45]

us0059307784

Patent Number:

Date of Patent:

5,930r778
JnL.27,1999

Is6]Is4] SYSTEM FOR EXPEDITING THE
CLEARING OF FINANCIAL INSTRUMENTS
AND COORDINATING THE SAME WITH
INVOICE PROCESSINGAT THE POINT OF
RECEIPT

Inventor: Terry L. Geer, Baltimore, Ohio

Assignee: Huntlngton Bancshares Incorporated,
Columbus, Ohio

Appl. No.:08/6E0r218

Filed: Jul.11,1996

Related U.S. Application Data

Continuation-in-part of application No. 08/507,856, Jul. 27,
1995,PaL. No. 5,583,759, and a continuation of application
No. 08/156,19Q Nov. 22, 1993, abandoned.

Int. Cl.6 G06F 17160
U.S. Cf. .... 70sl45;705135;235/379
Field of Searrh ............ 705130,33,34,

705135,39, 40, 44, 45; 2351375,379,380,
381

PAYMENT
SYSTEM

References Clted

U,S. PATENT DOCUMENTS

12i192 Higashiyama et al. ................... 705145
3/193 Baker et al. .............,.....,.......... 705145
8/1993 Stephens ...........................,..... 235819

11/1993 Barnhard, Jr. et al. ........,.......... 705/45
12/L994 Canpbell et al. ...........,..,., 379ll$.ll

[7s]

173l

l2rl
tnl

[63]

5,t75,682
5,t98,975
5,237,t59
5,265,m1
5,373,5s0

BAlrlK OF FIRST DEPOSIT
@LTECTINGAND
CLEARINGBANK 13

Prinary Exarniner--$tephen R. Tkacs
Attorney, Agert, or Firrn-4orter, Wright, Monis & Arthur

ls71 ABSTRACT

A system and process are described for effecting the expe-
dited submission into the payment system for collection of
funds represented by financial instruments that are received
by a payee at an item capture facility remote from the
payee's depository bank in which the submission of the
instruments into the payment system is coordinated with the
payee's internal accounting process and the register of the
deposit of the instruments with an account at the instruments
payee's bank.
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1
SYSTEM FOR DGEDITING THE

CLEARING OF tr'INANCIAL INSTRUMET.ITS
AND COORDINATING THE SAMD WITH

INVOICE PROCESSING Af TIIE FOTNT OF
RECEIPT

RELATED APPLICATIONS

This application is a continuation-in-part of Application
for United States Letters patent Ser, No. 08/507,856 filed on
J.ul.27, 1-995, now U.S. Pat. No.5,583,759, and as a
continuation of Application for United States Lotters patent
Ser. No. 08/156,190 filed on Nov. 22, 1993,now abandoned.
Both applications have the same inventor and assignee as the
present invention and both are incorporated herein by ref-
erence for all purposes.

FIELD OF THE II{VENTION

The present invention relates to a system for expedited
processing of checks and cash items received by a payee
with an accompanying payment form at an item capture
facility to reduce the time within which such items are paid,
or returned through the check payment system and the
payees bank of first deposit, by the payor bank on which
such items are drawn.

BACKGROUND OF THE INVENTION

This invention expedites the processing of a deposit by
the payee of an instrument or payment order into a collecting
and clearing bank (referred to generally as the payee bank,
bank of frrst deposit, or depository bank). Such instruments
and payment orders are prepared, processed, and submitted
into the check payment system and are typically paper
checks and other cash items. The deposit and collection of
the funds represented by these instruments are expedited
according to the system of the present invention. Benefits of
the present invention are realized by banking customers that
receive as payees large numbers of paper checks to process
on a continuing basis, such as utilities, bill payment
companies, credit card companies, mail order processors, or
other large commercial entities.

Tlpically in the prior art, the deposit and payment of a
check tendered to a payee for an amount due is effected in
accordance with traditional procedures for paper-based pro-
cessing. The drawer (the check writer) establishes an
account containing funds with a bank of the drawer's choice
(the drawee bank or the payor bank). A check or similar
frnancial instrument is written against the drawer's account
in favor of the payee and physically delivered to the payee,
usually by mail accompanied by the payor's invoice or a
payment stub provided to the check writer that provides
information about the check writer's account with the payee .
The payee typically indorses the checks and deposits the
checks in the payee's account at its depository bank or bank
of first deposit for processing through the payment system.
The checks are ultimately presented at the check writer's
payor bank for payment of the funds represented by the
instrument. Internal accounting procedures of the payor
reconcile the invoice and the payment with the payor's
account with the payee. The payor's account is identified by
a payment stub issued by the payee that the payor rotums to
the payee with the payment check. Upon receipt of the
check, the payor bank debis funds from the drawer's
account, and may archive the check or a copy of the check,
and/or retum the check to the check drawer. Thus, the
payment cycle is completed, typically with the paper check
or financial instrument making the complete cycle from
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drawer to payee, to depository bank, tbough the check
clearing system to the payor bank for archival storage and/or
return to the check drawer.

In the conventional check clearing systems, the payee first
s indorses a check and delivers the check for deposit in the

payee's account at a bank. The depository bank indorses for
its own account the checks it receives, and sorts and bundles
the checks. The depository bank prepares a cash letter for
each bundle of checks sorted, or a cash letter that accom-

,n panies a group of check bundles. A cash letter may accom-
pany a single bundle of checks or more than one bundle of
checks. A typical cash letter contains routing information,
the number and total dollar amount of the checks in a
particular bundle, and optional additional information. The

,, cash letters and check bundles are then introduced into the
payment system.

The traditional multiple steps in the processing and physi-
cally handling checks, and in the preparation and transmis-
sion of cash letters, result in the float of funds represented by

26 the check. Float is the time cost of money following deposit
of the check by the payee at the depository bank until actual
payment of the funds is made by the payor bank from the
check drawer's account and those funds become available
for use by the payee. If the check is dishonored by the payor

25 bank, the check is returned through tho clearing systom in
reverse direction, directly or indirectly ftom payor bank to
depository bank in order for the depository bank to debit the
payee's account for the dishonored check. The route of the
dishonored check from payor to depository bank need not

30 precisely retrace the route of the check from depository bank
to payor bank, but may be a direct return from payor bank
to depository bank, or may follow an indirect route. Dis-
honored checks are caused by insufficient funds in the
drawer's account, a stop payment order in place for the

35 particular check, or other reasons.
There are three payment related conditions for funds

deposited in a payee's account at the depository bank. The
first stage is a book credit of funds, denoting checks depos-
ited by the checkpayee to its account at the depository bank,

+o as noted on the bmks of the depository bank, but not
necessarily available for use by the payee. The second stage
is available funds, credited to the account of the payee at the
depository bank and available for use or withdrawal by the
payee. The time between book credit and availability of

+s funds is determined by federal regulation, bank policy,
and/or negotiated terms between the bank and its customers.
The third stage is collected funds in which the deposited
check has been honored by the payor bank and all risk of
rehrrn or dishonor is eliminated. The most certain policy

so with regard to funds for a depository bank is to make funds
available, or withdrawable, only wben they have been
collected. Reducing the time between the book credit and the
collection of funds is advantageous to bank customers, to the
banks and to the business community in general by making

55 funds more quickly available for productive economic uses.
Faster collection is an object of the present invention.

In the usual sequence ofcheck handling, every transferee,
in the sequential chain of the check transit from the check
drawer to the payee and ultimately to the payor bank, the

oo previous party from whom the check is received is respon-
sible for collection aod payment of the check. For example,
the payee is responsible to the bank of fust deposit, the bank
offirst deposit is responsible to the next bank, and so on. Tbe
time between book credit of a check and its collection (or

os dishonor) is reduced by the present invention. Reduced float
is advantageous to the payee because it results in the
expedition of collected funds into the payee's account.
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Traditional banking practices may inherently delay the abil-
ity of the payee to withdraw funds represented by the check
presented by a payee for collection until the depository bank
makes certain that the funds have been collected at the payor
bank ftom the drawer's account. Since the large majority of 5
checks presented for payment are honored by the payor
bank, banking practice does not send a notice honoring a
check, only notice of dishonor. To insure against risk of loss
to the depository bank by a payee withdrawing funds not
subsequently collected from the drawer's account at the 19
payor bank, banking practice requires a waiting period
sufficient to insure that a dishonored check would be made
known to the depository bank in time to revers€ the deposi-
tory bank's book credit of the funds to the payee's account
and to deduct the uncollected funds from the amount of the 15
book credit. Use by the payee of subsequently uncollected
funds is, at best, an interest-free loan to the payee even when
a solvent payee promptly redeposits the uncollected amount
in its account at the depository bank. At worst, the entire
amount of a check could be lost if the check is uncollectible. 2q
Recent banking regulations, such as Federal Reserve Regu-
lation CC, mandate a shortened time during which a payee
must wait for access to its deposited and credited funds.
Thus, expedited procedures for processing and collecting
checks reduce the risk ofloss to a depository or subsequent 25
collecting bank through dishonored checks. Expedited pro-
cedures also beneflt the payeedepositor by permitting the
depository bank more promptly to release funds for payee
use, offering customers more efective cash management.

The receipt of 10,000 to 1-,000,000 or more checks within ao
a predetermined period drawn on numerous different banks
is not unusual for large businesses such as credit card
issuers, utilities, and mail order processors. In situations
where large numbers of checks are involved, the handling of
individual checks and effecting their posting, deposit and 35
clearing is a complex multiple step process, additionally
complicated for the recipient payees of such checks, because
a payment stub, invoice, order form or the like is usually
enclosed along with each payment check. The payee must
open each envelope, and record, reconcile and separate the +o
payment stub from the check, optionally send the payment
stub for archival storage (such as on microfllrn or electronic
media) or destruction, and send the check to the payee's
bank for deposit, collection and credit to the payee's account
through the check payment system. Thus there exists a need +s
for a system whereby the conventional deposit and collec-
tion of funds represented by a check or other flnancial
instrument may be expedited and the internal processing
thereof made more efrcient, particularly for businesses that
regularly receive large numbers of checks and other forms of 5p
payments from their customers. The invention eliminates
repetitive processing steps and begins the check clearing
process at the payee's point of receipt as an adjunct to the
payee's intemal accounting.

I-ock box or other means of collection consolidation and 55
arceleration known in the prior art do not achieve the
efficiency of the present invention. Typical lock box
services, offered by cash management divisions of commer-
cial banks or other entities, commonly entail routing cus-
tomer payment checks to the payee through a designated oo
post office box. The payments are generally collected from
a post otEce box by the bank or cash management service at
predetermined time intervals (e.g., several times a day) and
removed from envelopes. The payment stubs are routed to
the payee for accounting while the accompanying checks, es
credited to the accounls associated with particular stubs, are
routed witbin the depository bank to begin the customary
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collection process. While this procedure achieves an efE-
ciency of scale by aggregating and more rapidly depositing
customer checks to the account of the payee, payment stub
processing by the payee, paper check processing by a lock
box manager or bank, and the physical transportation ofboth
between lock box location, payee and depository bank and
their final, physical processing in the check payment system
are still conducted conventionally, slowly and repetitively.

A variation of a lock box procedure is the Payment
Consolidation Service offered by NBD, N.A. of Detroit,
Mich. In this procedure, invoice payments by check and
olectronic payments through a bill payment service are both
sent directly to a depository bank, while the bank transmits
certain customer accounting information electronically to
the payee, the system otherw.ise employs conventional bank
processing procedures for the physical sorting and transport
of checks in the check payment system and/or the processing
of electronic payments.

The present invention is directed to the bank customers
(payees) who maintain customer accounting functions inter-
nally. For such bank customors, the present invention per-
mits the payee to adapt and coordinate intemal bill payment,
accounting, and check processing procedures with the pro-
cedures that introduce checks into the payment system for
collection.

Stephens et. al., United States L€tters Pat. No. 5,237,159,
describes the preparation of various electronic flles that
mirror paper cash letters and detail records (checlcs). The
present invention is directed not to specific forms of elec-
tronic formatting and arrangement of the check information
for rapid electronic transmission, as is Stephens et. al.
Rather, the present invention b directed to an integrated
system involving predetermined processing steps. Begin-
ning at the point of receipt, this system facilitates the check
payee's internal accounting for checks it receives and expe-
dites the flow of check and cash letter information through
tle check payment systrm as a bank of fust deposit monitors
the check payee's account at the bank with regard to the
checks received. Any suitable means for electronic flle
arrangement and transmission is useful in the present sys-
tem.

SUMMARYAND OBJECTS OF THE
II.TVENTION

The present invention comprises an integrated system
beginning at a payee's item capture facility for effecting the
efficient submission of checks and other financial instru-
ments into the payment system for collection of funds. The
flnancial instrumeDts are received by a payee at a capture
location remote from the payee's collecting and clearing
depository bank and are presented for payment through the
check payment system to the multiple institutions on which
the instruments are drawn. In one embodiment, electronic
scanning means at a first location established by the payee
receives the flnancial instruments, scans and extracts nec-
essary data therefrom including the data of the magnetic ink
character recognition (MICR) line of the instrument, adds
necessary data such as the amount and a document identi-
fication number to the electronic information associated with
each check, and sends this electronic information to the
payee's depository bank for further electronic sorting and
processing both with regard to the introduction ofthe checks
into the paymeot system and the crediting of funds repre-
sented by the checks to the payee's account at the bank, as
the payee processes the check in its own record of account
with the check payor. In this first embodimen! the paper
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flnancial instruments are typically imaged (electronically,
digitally, optically, on microfllm or disk, or otherwise) for
archival storage at the payee's location remote from the
payee's depository bank, substantially contemporaneous
with the capture of the flnancial or other information on the
instrument. The paper instrument irelf may then be dis-
posed of, eliminating the need for any additional mechanical
sorting, indorsing or imprinting by either the payee or the
payee's depository bank.

Another embodiment of the present invention seuds the
paper checks after processing at the point of receipt from the
payee's location into the check cleariog and collection
system. Mechanical sorting of the paper checks is performed
at a first (the payee's) location according to predetermined
sort pattern categories specified by the payeo's depository
bank. Indorsements on bohalf of the payee and the deposi-
tory bank with respect to each instrument received are
applied to each instrument. Other information such as the
amount and/or a document identification number may also
be imprinted on the instrument. In the sorting process, a
mechanical sorter assembles the soded instruments into
discrete groups with respect to predetermined sort patt€rn
categories and associates one or more cash letters with each
assembled group of instruments according to categories
determined by the payee's bank of first deposit. A commu-
nication link is established betrreen the payee's location and
the depository bank. Information pertaining to the checks
and/or the cash letters in anticipation of a deposit in the
payee's account corresponding to a cash letter (or cash
letters) is transmitted from the payee to the collecting and
clearing depository bank. A fiansport means, usually air or
land, delivers the groups of sorted instruments and the one
or more cash letters from the payee's location into the check
payment system on behalf of the payee's depository bank

Acentral processing unit and communication fink deter-
mines the timing of check transport and information trans-
missions according to criteria specified by the depository
bank, consistent with schedules appropriate to the check
payment system, and monitors the transit of the sorted
checks. The processing unit also coordinates information
about the doposit of funds represented by the checks in the
payee's account at the depository bank in a sequence coor-
dinated with the timing of settlement in the check payment
system according to a schedule determined by the depository
bank.

It is an object of the present invention to provide an
expedited funds deposit and collection mechanism for
checks and other financial instruments received by a payee.

Aftuther object of the present invention is to reduce costs
of collection and deposit of paper instruments on behalf of
the payee and payee's depository bank.

Another object of this invention is to reduce the com-
plexities and requirements for physical transport of financial
instruments where paper checks and financial instruments
are involved and to reduce the physical transport per se of
checks in the collection Drocess.

It is a further object of the present invention to eliminate
duplicative data capture steps and multiple handling
involved in the payee's and the bank of flrst deposit's oo
handling of the same payment and to mordinate the payee's
internal invoice accounting system with the submission of
checks received by the payee in the payee's system resulting
in efr.ciencies in account processing and in funds collection.

Other objects of this invention include the elimination of os
duplicative steps of physical processing of checks and
flnancial instruments and payment stubs which accompany
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them, the reduction of errors, adjustments, rejects, balancing
time, item handling and personnel costs.

These and further objects of the invention will be more
readily understood with referenq to the following descrip-

5 tion of the prefened embodiment taken in conjunction with
the flgures.

BRIEF DESCRIPTION OF T:I{E FIGURES

10 FIG. 1 is a flow chart depicting the processing of checks,-- 
and the electronic transfer of information derived therefrom,
from the payee to the depository bank and into the check
payment system resulting in the ultimate collection of funds
from the account of the check writer, as such activities are

,, coordinated by processing means at locations of the check
payee and the deposilory bank. Paper checks are not deliv-
ered into the payment system by the payee or depository
bank in this embodiment.

FIG.2 depicts an embodiment in which paper checks are
zo delivered fiom the payee into the payment system.

DESCRIMON OF TI{E PREFERRED
EMBODIMENT

The present invention is a system for processing checks
A and other financial instruments. Acheck payee, as an agont

of the depository bankprocesses the checks at their point of
receipt as an adjunct of the payee's internal invoice account-
ing system. The payee performs according to criteria and

^^ procedures mandated by the payee's depository bank, at a
ru location remote ftom the bank's conventional collection and

deposit processing facilities. The processes of the present
invention expedite the processing of checks by the payee
and the payee's depository bank; the submission of the

^, checks for payment into the palment system; and the deposit
$ and availability of funds represented by the checks into a

depositor's account.

EXAMPLE I

Example I is an embodiment in which physical paper
checks are not transported ftom the payee's location. Appro-
priate information from the checks is extracted and con-
verted into electronic form for sorting, processing and
transmission into and through the payment system. The
physical checks are disposed of, typically following imaging
and archival storage by electronic, optical, microfilm or
other means at the payee's location (or other location remote
from the depository bank). This embodiment truncates
checks at the payee's point of receipt.

With reference to FIG. 1, the check payee and bank
customer 2 is a public utility such as a telephone compaoy,
or other business entity receiving a large number of periodic
payments from numerous customers. In FIG. 1, the drawers
of the check or other financial instrument (the customers of
the payee) are denobd by Cr, C", Cr, . . . Cn, collectively
denoted by 1 in FIG. 1. The check drawers (payors) are
paying invoices received from the payee and the checks are
usually accompaniedby a payment stub, invoice containing
information about the payee's account, or an order form or
the like containing relevant information about the identity of
the payor and the purpose of the payment. For the typical
case in which the check payee (and bank customer) 2 is a
utility, credit card company or other large commercial
enterprise, there may be many thousands or millions of
customers 1, submitting payments to payee 2, often peri-
odically and typically monthly. The method of payment and
delivery of payment to th€ payee, denoted by 3 in FIG. I, is
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typically via the mail. In-person delivery commercial
messenger, and other forms of delivery of checks to payee
2, are also utilized by some customers.

In the present invention, the check payee 2 typically
receives these check payments and associated statoments 5
through a functional component of the receivrirg otganiza-
tion known as remittance proc.essing in retail organizations,
or deposit processing wheo received by a bank. Item capture
4 in FIG. l- represents these functions. Item capture 4 will
typically occur at a location convenient to the payee's ,o
accounting functions 5. Check receiving and item capture
functions may be located at strategic bill collection points
within the payee 's service region. Most typically, the check
receiving aod item capture function of the payee will com-
par€ a payment stub with the enclosed check and send the ,,
check on for further processing. The payment stub com-
monly received along with the check is processed further by
the payee and the funds represented by the check are
reconciled with tho check drawer/payor's account. The stub
may be stored in archival storage as paper, microfrlm, etc., 2s
or otherwise used to account properly for the customer's
payment. Payment stub processing and intemal accounting
procedures for the reporting and allocation ofpayments, are
an adjunct of the funds collection system of the invention
herein. 2s

FIG. 1 relates to an embodiment of the present invention
in which paper checks or similar instruments are not for-
warded by the payee for processing through the depository
bank or payment system. Because physical transport of
checks is not required, mechanical sorting of the paper 3s
checks received is not necessary. The embodiment of FIG,
1 uses electronic transmission of information related to
electronically sorted information about checks recrived and
electronic cash letters related to the particular groups of
sorted checks. Therefore, sorting, reconciliation, etc., is 35
effected by electronic means without the need for mechani
cal processing or delivery of physical paper checks.

Following receipt and item capture by the payee, the
check will advance to scanning and processing in the
electronic scanning block 6 of FIG. 1 . In this step, the check +o
is scanned by a suitable reader. (This processing step may
also include verifcation of the data collected electronically
by human operator comparison of the electronic data with
the physical check and the payment stub) The data thus
collected will typically include the MICR (Magnetic Ink +s
Character Recognition) data from the MICR lines of the
checks. The amount of the check and a date will also be
collected (optionally verified by a human operator) and
included with the electronic record to be associated with
each check. In the typical practice of the invention, elec- 5s
tronic indorsements on behalf of the payee and the deposi-
tory bank will be applied to the electronic record of the
check and a document identification number will also be
generated and added to the electronic record of the check to
aid in subsequent location and retrieval of the information 55
concerning the particular check. This information typically
collected from the MICR line and the check amount is
referred to as bank information. The payment stub informa-
tion comprises the information necessary to the payee
derived from the payment stub to reconcile the payment with 66
the check payor's account with the payee.

Because this embodiment does not forward paper checks
into the payment system, there is no need for the check
amouot to be added to the MICR line of the physical check
as is a common procedure in cunent check processing es
operations. Amount imprinting is not necessary in this
embodiment of the present invention.

8
FIG. 1 also shows the accounting function of the check

payee 5 following the electronic scanning of the data from
the check 6. Payee accounting 5 may also include the
processing of payment stubs directly from the payee receiv-
ing item capture function 4 in place of, or in addition to, the
processing of information from the check The information
flow within the check payee's organization from item cap-
ture 4 to the check payee accounting function 5 is a matter
of payee preference.

In FIG. 1, box 7 indicates the creation of an image of the
check for archival storage 8 prior to possible disposition of
the paper instrument 9. An image of the physical check is
created. This image is preserved and may be reproduced as
a copy of the check for purposes of signature comparison,
amount verifcation, etc. if needed. The image may be an
optical or electronic gray-scale or color image of the check
maintained in archival storage in pixel-by-pixel digital,
optical, magnetic, electronic, firlly optical or other storage
technology from which information can be derived. Alter-
native storage mechanisms include microfilm, video tape,
laser disc or other tape or direct image storage tecbnology.
This functional block 8 of FIG. 1 is not limited to any
particular technical embodiment; a form of image of the
actual physical check is stored, capable of later retrieval,
from which detailed information related to the check and its
visual appearance may be displayed. Following the storage
of the check, disposal of the paper instrument 9 may occur.

Disposal of the physical paper cbeck (by destruction,
recycling, etc.) at the location of the payee 9 occurs in one
embodiment of tbe present invention. Terminating the trans-
port of the physical paper check at a point in the collection
and clearing process before return to the check writer is
termed truncation of the check at that point beyond which
the check is not physically sent, whether the check is
physically destroyed or placed into archival storage. In
practice, the physical checks may not be destroyed, but may
be placed in warehouse storage for a period determinod by
banking policies. Disposal 9 of the paper checks may
involve either the physical destruction of the instrument or
archival storage of the paper check in addition to imaging 7
of the check and the storage 8 of the image in a space-
efrcient form.

Other truncations are consistent with the present invention
resulting in more effective check collecting processes for
both the payee aad the depository bank. Truncation at the
point of sale is an embodiment in which the MICR line, and
check amount (and optional additional information) is
extracted from the check for electronic transmission. For
retail establishments such as grocery chains and the like that
receive large numbers of point of sale checks, the pres€nt
invention is applicable with the item capture location of the
payee being the point of sale check receiving establishment.
Point of sale capture may, but need not necessarilS include
imaging of the check.

Other truncation schemes are possible in which the physi-
cal paper check is sent beyond the payee to the depository
bank, or to the payor bank, or elsewhere in the check
collection system.

The image function 7 is depicted in FIG. 1 separately
from the electronic scanning function 6 for clarity in grapbi-
cal depiction. The electronic scanniog for extraction of the
data from the MICR line, etc.,may be combined with the
imaging of the check to reduce check stacking, feeding,
positioning and other mechanical manipulation steps for the
proper items. Whether scanning 6 and imaging 7, in FIGS.
"1, 

and 2, are combined in one piece of equipment, or more
than one. is a matter of convenience.
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In FIG. 1, the image 7 is stored at the payee's location in
an archival storage facility 8. However, this image of the
check may also be transmitted electronically to the bank
along with the other information extracted from the check.
The amount of information in the image is typically greater s
than the transactional information extracted ftom the MICR
line and is added to the electronic record of the check. Thus,
transmission of the image requires greater communication
capacity than transmission of the transactional check data
alone. 10

The information from the electronic scanning 6 performed
at the payee's location is transmitted via a suitable commu-
nication link 11 to the depository bank 10. At the depository
bank, the appropriate adjustments of the payee's account
balances by the depository bank are carried out 13. The 1s
payee's account is credited with the appropriate amounts as
such are compiled by the payee and the information thereof
is received electronically from the payee. The electronic
check information is sorted and routed via L4, with appro-
priate electronic information added thereto to insure propor 20
routing through the payment and clearing system to the
appropriate payor bank. Electronic information of the sorted
checks transmitted for particular payor banks, the equivalent
of a cash letter, is included with each electronic bundle of
checks. zs

The electronic check information as sorted, grouped and
annotated 14 by the depository bank is sent via an appro-
priate communication link L5 into the payment system l-il.
The payment system 12 includes clearing institutions such
as the Federal Reserve Banks, correspondent banks, The 36
National Clearinghouse Association (described in United
States I-etters Pat. No. 5265,W), the electronic check
clearing house organization (described in Stephens et al.,
supra), and like mechanisms. Having a direct relationship to
the check payment system, the collecting and clearing 35
depository bank 10 is considered a part of the check payment
system.

The payment system 12 receives checks from depository
bank 10 and other banks of fust and subsequent deposit (uot
depicted on FIG. 1) intended for various payor banks, Bt, +o
8", B. . . . 8,, collectively denoted as 16 in FIG. 1. The
check information from the payment system 12 reaches the
appropriate payor banks L6 for proper debiting of the
accoutrts of check writers L thus completing the payment
cycle. In the event of dishonor of a check by a payor bank, a5
the process reverses as to the collection of the dishonored
check, and this information may be transmitted electroni-
cally back through payment system 12 (or by more direct
means of reversal) to depository bank 10 for unwinding the
transaction and for debiting of the payee's account as to the so
dishonored check.

Modiflcations of the system of FIG. 1 are apparent to
those with skill in the art. For example, electronic sorting,
routing, grouping and preparation of electronic cash letters
may be merged completely at the payee's location 6 with the ss
depository bank's function 14 comprising the extracting of
cash letter information as the electronic transmission passes
through communication links 11 and 15. The electronic
information thus extracted by the depository bank would
enable the updating of the depository bank's account bal- 60
ances for the payee. Checks written by check writers C, . .
, who are also customers of the depository bank 10 would be
cleared and appropriate fund transfers made immediately at
the depository bank. Conversely, minimal processing may
be performed at the payee's location and the steps of item os
capture, scanning, imaging, sorting, and depositing into the
payment system could be performed at a different location.

10
The image 7 is transferred via a communication link 11 from
payee 2 to depository bank 10 for financial information
processing and archival storage. This embodiment may be
particularly suitable when the payee is a retail establishment
receiving numerous point of sale checks but lacking intemal
accounting facilities.

The timing of transmissions between payee 2, depository
bank 10, and the payment system 12, typically occurs
according to predetermined schedules established by the
bank, the payee customer of the bank and/or the payment
system itself. Communications between payee2, depository
bank 10, and the payment system 12 will be under the
control of a central control/processor unit 17 according to
criteria established by the depository bank. This control unit
coordinates, synchronizes, times and avoids interference in
and among the various communications involving the
depository bank and the payee and insures compliance with
schedules necessary for the check payment system.

FICS. 1 and 2 show a single control unit 17 atthe location
of the depository bank 10. Altematively, it may be conve-
nient to have the control function at the payee's location 2
or to split the control function between processors located at
the payee's location, the depository bank's location or
elsewhere, provided, however, that the bank determines the
control, coordination and transmission protocols and the
submission and collection of funds over the payment system
t2.

The present invention depicted in FIG. 1 is contrasted
with the traditional check payment and processing proce-
dures in which funds represented by checks received for
payment of an amount are matched with the customer's
invoice or account intemally and the physical paper checks
are indorsed and physically transported to the depository
bank for deposit in the payee's account. Conventionally, the
depository bank repeats the reading, sorting, indorsing and
packaging the physical checks for submission into the
payment system according to the depository bank's pre-
ferred sort pattorn categories. Cash letters are then prepared
by the depository bank, associated with the bundles of sorted
checks and together they are introduced into the payment
system to complete the processing. The invention depicted
in FIG. 1 does not require physical sorting, bundling or
indorsing of the paper checks or transportation of the
physical checks from the payee to the depository bank. Only
a single mechanical processing of the physical checks during
the scanning operation 6 at the payee's location is required.

EXAMPLE II

In the example depicted in FIG.2, electronic transfer and
processing of payments occur and paper checks follow at
some later time for confirmation, reconciliation and storage
by the payor bank andlor for retum to the drawer. Paper
checks in this system are truncated at a point beyond the
bank of fust deposit, usually at the payor bank, where the
checks are stored or imaged for archival storage and option-
ally disposed.

In the example of FIG. 2, checks or other paper financial
instruments are received by payee 2 from numerous check
writers l via the mail or other delivery means 3 as described
in connection with Example I. The checks are received at
item capture site 4, scanned 6, accounted for 5, and imaged
7, in a manner explained with respect to Example 1. Because
the physical paper checks are preserved, imaging and/or
storage of the images are uot necessary unless the image is
transmitted along with other bank information and used for
long term archival storage.
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The processing steps, and modifications thereto, are
essentially unchanged in Example 2 when compared with
the all-electronic processing of Example 1. Electronic infor-
mation scanned from the check at 6, is transmitted via
communication link 11 to depository bank 10 for sorting, 5
processing, and bundling 14. This information is entered in
the payee's account 13. The bundled electronic check infor-
mation and accompanying electronic cash letter information
are forwarded into the payment system 12 via communica-
tion link 15 under the bank's control through processor I-7, ,n
all essentially as described in connection with Example 1. 

--

The embodiment of Example I, however, is one in which
tbe physical paper check is presented through tho payment
system 12 for delivery to one of the payor banks 16 (or
otherwise truncated at some point within the payment sys- rs
tem beyond the check payee). The paper check follows the
electronic information previously transmitted via 15 into the
payment system L2. Thus, this embodiment is a paper-to-
follow system providing rapid processing of the essential
flnancial and accountiug information represented by elec- ,o
tronic records of the checks. The physical checks follow
thereafter. The paper check in this embodiment is processed
by indorsing, sorting, bundling, routing, and the generation
of a physical cash letter to accompany the physical bundle
(or bundles) of checks through the payment system. Indorse- ,,
ments !o checks on behalf of the payee and the bank of first
deposit are applied to the check by a payee at the payee's
location.

In FIG. 2, lhe paper checks are shown to be sorted by
sorter 18 in sort pattern categories determined by depository 39
bank L0. The depository bank may require sorting according
to pattern categories of check volume in a predetermined
geographic area, the flnancial institution(s) on which the
checks were drawn, the geographic or commercial area of a
bank that will otherwise accept a check for clearing and 35
collection, or other sort pattem categories. The various
categories into which the checks are thus sorted are denoted
schematically by pockets 19 in the sorter of FIG. 2. In this
embodiment, processing 18 will typically include indorsing
the checks, both for the payee and for the depository bank a9
at the payee's location. An institutional indorsement is
conventionally applied as a payment instruction and
includes the identity of the indorser on the reverse side of a
check.

The mechanical processing of checks at payee's location ts
18 will also include the generation ofphysical cash letters20
to accompany the bundles of sorted checks into the payment
system l-2. The bundles of checks with accompanying cash
letters are physically transported into the payment system by
means of any conventional, customary or useful transport 50
means 21 for processing by the payment system 12 accord-
ing to conventional procedures.

Here, the electronic processing of the funds represented
by the checks precedes, and typically does not wait for, the
arrival and processing of the physical paper checks. Thus, 55
the information relating to the potential availability of
drawer funds in the payor bank 16 is expeditiously made
known through the payment system electronically to the
depository bank 10. The paper checks follow directly from
the payee, on behalf of the depository bank, directly into the oo
payment system, also in an expedited manner according to
the present invention, since separate sorting and indorsing
by the payee and the depository bank are combined into a
single sorting and indorsing function L8 at the payee's item
capture facility. The separate hansport of paper checks to os
depository bank 10 is unnecessary. The timing of steps is
synchronized and coordinated with respect to (a) the check
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payee 2 and the bank of first deposit 10 via communication
link 11, (b) the check payment system 12 with rospect to the
indorsing and sorting of checks L8 and 19, (c) the transmis-
sion of check MICR information via communication link 15
and the submission of doubly indorsed checks into the
payment system 12 via physical transportation 21, and (d)
the payment of funds represented by the checks (or the
dishonor of a check) by payor banks 16. Coordination under
the direct control of the depository bank, according to
criteria established by the bank, insures availability to the
payee of deposited funds iu compliance with federal
regulations, depository bank policS and/or contractual
agreement between the payee and the depository bank.

In the prior art, on@ the check payee 2 processed and
indorsed the payment checks received to reconcile its own
and its customer's accounts, the payee would physically
transport the indorsed checks to its depository bank L0
where the payoe maintains an account and the checks would
be deposited to the credit of the payee's account . The
depository bank, being the bank of first deposit, would
separately indorse the checks on its own behalf and submit
the checks into the check payment system resulting in the
ultimate payment of funds represented by the checks from
the check writer's account at payor banks (or the dishonor of
the check). In that process, the bank of first deposit would
apply its own indorsement to the checks already indorsed by
the payee and would physically sort the checks and prepare
any accompanying.cash letter for delivery into the check
payment system where settlements with other financial
institutions on which the checks were drawn would be
efected. Such a settlemeot involves the physical transport
and exchange of the checks, and a calculation of aggregate
amounts owing and payable by participants in either a
bi-lateral or multilateral settlement at a predetermined time.
After settlement, the payor bank would physically have
custody of the check and would conventionally process the
check for its customer's account.

In contrast, the present system provides that the check
payee2 in its own processing of the checks, at a sit€ distant
from the location of the depository bank 10, indorses the
check for payment both on its own behalf and on behalf of
the bank of first deposit where the check payee 2 maintains
an account and deposits the funds represented by the check.
In its processing of the checks, the payee will typically add
the check amount to the MICR line and date information
about the check The indorsed checks are sorted by the check
payee in accordan@ with predetermined sort pattern catego-
ries 19 selected by the depository bank and the payee
prepares a cash letter 20 in the name of the depository bank
for eacb group or bundle of checks within the predetermined
sort category.

The particular order of operations shown in FIG. 2 is not
intended to exclude other equivalent sequences. For
example, the electronic scanning of the checks 6 may be
performed by the same physical equipment at substaotially
the same time as the mechanical sorting and indorsing 18
and 19, and the preparation of cash letters 20. Other modi-
fications will be obvious to those of skill in the art,

Improvements in efficiency and time, and a reduction in
paper handling is achieved by the system of the present
invention as compared with the repetitive instances of
physical handling, multiple transportation, and duplicative
sorting indorsement encountered in the prior art. Delivery of
physical items to the bank of first deposit is eliminated. Two
indorsements of the check are applied at the same time,
instead of twice at the differeut locations of the payee and
the bank of flrst deposit. The payee/customer applies the
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bank endorsement on behalf of the bank. The faster collec-
tion of funds, to the beneflt of the payee and the bank in the
check collecting and clearing sequence is achieved.

Thus, the system accelerates the check collection process
by eliminating the need for, and the time consumed by, the
physical transport of cbecks to the depository bank and the
subsequent physical transport of the checks and submission
of checks into the check payment system by the depository
or the mllecting and clearing bank. Separate sorting and
capture of information by both the payee and a bank of first
deposit is eliminated. The inter-relationship of the deposi-
tory bank, or the collecting and clearing banlg with the sorter
and indorsement applier is effected by electronic communi-
cations and a control system ofprocessing computers at one
or each of the bank and the payee. The cash letters for the
sorted checks on behalf of the collecting and clearing bank
are prepared at the remote customer/payee's location. Physi-
cal items that formerly required double handling, fust by the
customer/depositor and then by the collecting and clearing
bank are now singly handled at the point of receipt at an item
capture facility where the beginning of the check clearing
process also includes the introduction of the check and
payment stub information into the customer/payee's own
account records. Not only is the collection of funds
expedited, but because the system is integrated at the payee
site with the payee's own intemal accounting system, added
efficiencies to the overall process of bill payment and funds
collection are achieved both by the payee and the bank of
flrst deposit.

As handling is reduced, redundancy is eliminated, cost is
reduced and errors caused by duplication and the transfer
and haadling of numerous checks are also reduced. The
checks are forwarded according to predetermined sort pat-
tern categories into the check payment system as established
by the collecting and clearing bank. Hence, with reference to
Example I and a local utility as an assumed payee, most of
the checks received by the utility would likely be drawn on
banks in the utility service area, and the clearing of the
checks would be effected through the local check payment
system. The collecting and clearing bank, if in a location
other than that of the utility, maintains an electronic link for
settlement pulposes for participation in that local check
payment system.

The payees in Example I and in Example II may also
establish and maintain an archive on behalf of the depository
bank for the received checks, as well as for itself, whereby
each check received by the payee is imaged and assigned a
unique document identiflcation number for retrieval pur-
poses.

Thus, the invention provides a system for effecting the
deposit of checks and the collection of funds represented by
checks that are received by a payee at a location remote from
the payee's depository bank and presented for payment to
multiple institutions in the check payment system.

Acommunication link between the payee and the deposi-
tory bank enables the payee to report to the bank the
information about the checks and cash letters and permits
the bank, upon receipt of the infomratioD, to anticipate in tbe
bank a deposit in the payee's account. Typically, when the
bank receives confirmation that it has received credit for the
cash letter through the check payment system, it makes the
funds available to the payee, although other contractual
arrangements between particular payees and its depository
bank may be negotiated.

The timing of communications and the scheduling and
confirmation of check processing activities are coordinated
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by a central processing unit and communication link
between/among the parties involved in the check payment
process. In this manner the timing of the physical transport
of the instruments for submission into the check payment

5 system is controlled by the depository bank and the delivery
by the payee of the sorted checks into the check payment
system is conflrmed and verified to the bank by the payee
aod through the bank's link into the check payment system.
The recording of the check deposit as withdrawable funds in

.^ the payee's account with the depository bank is thus coor-
'" dinated with the timing of the issue of a credit to the bank

when the checks are cleared through the check payment
system and the bank's account in the payment system is
credited with funds received. Tbe transport of bundled
instruments and the associated cash letters from the payee's

15 item capture facility location to a payment system receiving
point is effected by conventional ground or air delivery.

In certain circumstances, it is desirable to verify the cash
letter or bank information at one or more stages. For
example, the image of the check produced as 7 in FIG. 1 and

zo FIG. 2 may be verified, electronically or manually, with the
check-by-check bank information extracted electronically 6.
In another embodiment, the electronic cash letters generated
at 14 or 6 are compared with the electronic bank information
at more than one location, by more than one piece of

25 equipment, andior by more than one human operator. Veri-
fication of physical cash letters 20 against electronic bank
information and/or the images of the checks themselves is
also an adaptation of the present inve ntion. When images are
transmitted through the communications links 11 and 15, it

36 becomes easier for multiple verifcations to be made com-
paring the bank information and cash letters with each other
and with the check image itself. Although data encryption is
employed as a security measure in electronic funds transfer
(and presumed herein), additional data checks and verifica-

35 tion at several points along the transmission system enhance
security. Redundant parallel communications links, with a
differeut encryption procedure for each, allow the compari-
son and verification of the bank information at both ends of
the parallel, encrypted transmissions.

40 Given the foregoing disclosure, it is evident that the
benefits of the system described herein may be extended to
numerous types of comme rcial activities in which a volume
of checks is received. The examples described a utility as a
payee. The benefits of the present invention will be most

45 apparent to bank customers that receive a large number of
periodic check payments from numerous of their own cus-
tomers. Individual banks themselves may establish a rela-
tionship with a bank using the present invention. In this case,
the depository bank 10 in FIG. 1 and FIG. 2 would be a bank

5o of second (or later) deposit, receiving electronic
information, and/or checks from another bank as its cus-
tomer 2. The depository bank 10 would be an outsouroe
processor for the other bank. There is no essential change in
the prosent invention whether the bank customer 2 is a

ss commercial entity or itself a depository bank for commercial
entities.

Having described the invention in detail, those skilled in
the art will appreciate that, given the present disclosure,
modifications may be made to tbe invention without depart-

oo ing from the spirit of the inventive concept herein described,
Therefore, it is not intended that the scope of the invention
be limited to the specific and preferred embodiments illus-
trated and described. Rather it is intended that the scope of
the invention be determined by the appended claims.

65 What is claimed is:
L. A mechanism for effecting the deposit and submission

into a payment system of flnancial instruments for the
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collection of finds represented by financial instruments,
containing flnancial information about a payment, the finan-
cial instruments being drawn on different payor institutions
and reeived, accompanied by a payment stub identifler, by
a payee at a location convenient to a payee's item capture 5
facility and remote from the payee's depository bank, com-
prising the interconnected:

a) scanner at the location for scanning each financial
instrument and deriving flnancial information from
each of said instruments and converting said informa- .,n
tion into a first information record as to each said 

--

instrument;
b) means for associating said financial information with

the payee's records of accounts based upon information
derived from the payment stub. accompanying fte rsinstrument for further processing by the payee;

c) imager for creating a second record translatable into a
visually perceptible image of each of said financial
mstruments;

d) an archive for storing said records;
eiflrst communication linkbetween said location and said 

20

payee's depository bank for transmitting said financial
information from said location to said depository bank;
for transmitting process control instructions from said
depository bank to said location; and for communicat-
ing verification of transmission and receipt of informa- 25
tion and instructions between the location and the bank;

f) processor for adding document identifiers and routing
information to the first information record of each
instrument to create a unique record thereof;

g) sorter for separating said unique records into predeter- 30
mined categories determined by the depository bank
and for assembling bundles of said unique records into
the categories and associating said bundles with elec-
tronic cash letter information:

h) second communication link between one or both of g5
said location and the depository bank and the payment
system for transmitting said bundled records accompa-
nied by their respective cash letters into said payment
system for ultimate payment by the payor institution for
each of said instruments; and, 40

i) controller for controlling and coordinating transmis-
sions between said first location, said depository bank
and said payment system in accordance with predeter-
mined criteria established by the bank.

2. The system ofclaim L including means for adding lo +s
the record of each instrument an indorsement indicia on
behalf of each of payee and the bank.

3. The system of claim 2 wherein said financial informa-
tion comprises the information from a MICR line on said
check, the amount of said checlg and a document identifi- so
cation number.

4. A system as in claim L wherein said imager at said
location creates an electronic image of each of said financial
instruments for transmission of said electronic image over
said flrst communication link to said depository bank. 55

5. A system for effecting the submission of financial
instruments into a payment system for the collection of
funds represented by the instruments and for crediting the
instruments payee's account at a depository bank with the
funds represented by the instruments, the instruments being oo
drawn on different institutions and received by a payee with
a payment form at an item capture facility remote ftom the
depository bank where the payee maintains an ac@unt,
comprising:

a) a scanner at the item capture facility for scanning os
information from said instruments and convertiug said
information into a transmittable reoresentation thereof:

16
b) means for associating said inforrration with the payee's

records of accounts corresponding to the payment
form;

c) means at said facility for applying to each of said
instruments a separate indorsement on behalf of each of
said payee and said depository bank;

d) a sorter at said facility for sorting said fruancial
instruments according to predetermined sort pattem
categories determined by the depository bank for
assembling sorted instruments with endorsements
thereon ioto bundled groups with resp€ct to the prede-
termined sod pattern categories;

e) a means at said facility for preparing at least one cash
letter for association with each bundled group of instru-
ments;

f) means for assembling information scanned ftom the
instruments into a transmittable record with respect to
each instrument in a correspondence with the bundled
groups and cash letters for communication to the bank;

g) transport means for delivering said bundled groups of
sorted instruments with associated cash letters from the
facility into said payment system;

h) a communication link among said facility, the deposi-
tory bank and the payment system for transmitting
information conceming said instruments, tbe bundled
groups and cash letters;

i) a controller for coordinating the transmissions of infor-
mation among the capture facility, the depository bank
and the payment system and for coordinating the deliv-
ery of the instruments and cash lette rs into the payment
system according to criteria determined by the deposi-
tory bank and for crediting the payee's account at the
bank with regard to said instruments.

6. The system of claim 5 wherein said flnancial instru-
ments comprise checks having MICR lines.

7. The system of claim 6 wherein said information com-
prises information from said MICR line and the amount of
said check, and a document identification number is applied
to said check and the transmittable record thereof.

8. The system of claim 5 wherein a printer applies
information representing the amount of the check to the
MICR line of each of said checks.

9. The system of claim 5 including an imager at the
facility for creating an image of each of said flnancial
instruments, a storage archive for maintaining such images,
and means for delivering the images from the facility to the
archive.

10. The system of claim 5 further comprising means at
said first location for preparing said at least one cash letter
in an electronic form and in a printed form.

11. Aprocess for coordinating the receipt of a multiplicity
of payments by check, the check being accompanied by a
payment form associated with the check and for effecting the
recording of a deposit of the check at a depository bank and
for submitting the check into a payment system for the
collection offunds represented by the check, the checkbeing
drawn on different institutions, comprising:

a) providing an item capnrre facility at a first location
convenient to the payee for receiving said check and
payment form associated with the check;

b) scanning said received check at said first location, and
extracting bank information therefrom, and convertiog
said bank information into a transmittable record
thereof;

c) associating payee identification and payment account
information derived from said payment form with
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information scanned from said check and processing
said payment acmunt information in the payee's inter-
nal accounting system;

d) imaging said check at said flrst location and creating a
storable image of each of said check; s

e) storing said images of said check;
f; disposing of said check;
g) electronically transmitting said bank information with

regard to each check in the form of the transmittabl.e ,o
record thereoffrom said capture facility to the deposi
tory bant

h) sorting the records about each check according to
predetermined criteria established by the depository
bank; bundling groups of sorted records and adding 15
electronic cash letter information to said bundled
groups of records;

i) delivering the records of said bundles and cash letters
into the check payment system for clearing at the payor
bank on which each of said checks is drawn; 20

j) coordinating the delivery of the records of the bundles
and cash letters into the payment system with the
recording of the check as a deposit in the check payee's
account at the depository bank; and

k) controlling the transmissions and delivery of informa- 25
tion between the capture facility, the depository bank
and the payment system according to a predetermine
schedule established by the bank.

12. Thr., process of claim 11 wherein 116s ssanning of
information comprises scanning the MICR line of the check 30
and the process further includes associating the amount of
the check and a document identifrcation number with the
MICR line information.

L3. The process of claim 11 wherein the imaging of the
checks is in one of an electronically or optically readable 35
format.

1.4. The process of claim 13 further comprising transmit-
ting said images of the checks to the depository bank.

L5. Aprocess for introducing flnancial instruments into a
payment system for the collection of funds represented by 40
the instruments, the instruments being drawn on different
instifutions and received by a payee at an item capture
facility convenient to a payee and remote from said payee's
depository bank, the financial instruments representing pay-
ments to the payee accompanied by a payment form asso- 45

ciating a payment with an account of the check drawer with
the check payee, comprising:

a) scanning said frnancial instruments at said facility and
extracting MICR and payment amount information
therefrod, and converting said information into a trans- 50

mittable representation thereof;
b) associating payment account information from the

instrument with an account of the check drawer main-
tained by the payee;

c) imaging said fnancial instruments at said facility and 
s5

creating a retrievable stored image of each of said
instruments;

d) disposing of said instruments;
e) transmitting the information scanned from said instru- 66

ments from said facility to said depository bank;
f) adding a document identifier associating the scanned

information derived from each instrument to the record
thereof and adding payment system routing informa-
tion to said record; 6s

g) sorting at least one of the scanned information and
payment svstem routing information associated with
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the instruments into predetermined categories; assem-
bling the information about a group of instruments in a
samo category; and preparing a bundled assembly of
such information into an electronic cash letter;

h) maintaining a record between the item capture facility
and the depository bank ofthe instruments received at
said facility and the information about said instruments
transmitted and recording the information about said
instruments with regard to the payee's account at the
bank;

i) communicating the electronic cash letter and informa-
tion about the bundled groups ofrecords ofinstruments
into the payment system for clearing each of said
instruments; and,

j) coordinating transmissions among the facility, the
depository bank and the payment system in accordance
with a schedule determined by the bank.

16. A process for coordinating the receipt of financial
instruments at a payee's item capture facility with payee's
processing of the instruments and the collection of fnds
represeoted by the instruments through a payment system
with the recordation of the deposit of such instruments in an
account maintained by the instruments payee at the payee's
bank of frrst deposit comprising;

a) associating the instrument received with a record of
account of the drawer of the instrument with the payee;

b) extracting payment system information from the instru-
ment and converting said information into a transmit-
table record thereof:

c) sorting the instruments at said facility according to
predetermined sort pattom categories determined by
the bank in accordance with destination points associ-
ated with the payment system and transmitting the
payment system information about said records to the
bank;

d) indorsing at said facility each of said instruments with
separate indorsement on behalf of each of said payee
aod said bank;

e) sorting the instruments bearing said endorsements with
respect to said predetermined sort pattem categories
and assembling the sorted instruments into one or more
buodles associated with each category;

f) preparing at said facility at least one cash letter asso-
ciated with the one or more bundles of sorted instru-
ments and delivering the one or more cash letters and
associated one or more bundles into the payment sys-
tem;

g) confrming the delivery of the at-least-one-cash letter
and bundle into the paymeDt system to the bank and
reconciling said delivery into the information about
said records transmitted to the bank; and,

h) monitoring the clearing of said instruments in the
payment system such that funds collected represented
by the check are credited as received !o the payee's
account at the bank upon collection.

17. The process of claim 16 wherein said financial instru-
ments comprise checks and the payment system information
comprises the MICR lines on tbe checks and the process
further includes adding the amount of the check to the MICR
line of the check before the checks are delivered into the
payment system.

18. The process ofclaim 16 in which the physical delivery
of the checks in the process of clearing the check tbrough the
payment systom is truncated.

* * * * *


