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TO:
Chief Executive Officers and Compliance Officers of All National Banks, Federal Branches and Agencies, Department and Division Heads, and All Examining Personnel

The Federal Reserve Board (Board) has published for comment proposed amendments to Regulation CC that would add a new subpart D, with commentary, to implement the recently enacted Check Clearing for the 21st Century Act (Check 21 Act). These proposed amendments (1) would set forth the requirements of the act that apply to banks, (2) provide a model disclosure and model notices relating to substitute checks, and (3) set forth endorsement requirements and truncating bank and reconverting bank identification requirements for substitute checks. The proposed amendments also would clarify some existing provisions of the rule and commentary.

To facilitate check truncation and electronic check exchange, the Check 21 Act authorizes a new negotiable instrument called a “substitute check” and provides that a properly prepared substitute check is the legal equivalent of the original check for all purposes. A substitute check is a paper reproduction of the original check that can be processed in the same manner as the original check. The Check 21 Act does not require any bank to create substitute checks or to accept checks electronically.
Comments on the proposed rule may be submitted to the Federal Reserve Board on or before March 12, 2004. The Board’s Federal Register notice is attached.
Questions may be directed to your OCC supervisory office or the Compliance Division at (202) 874-4428.

___________________________________

Ann F. Jaedicke

Deputy Comptroller for Compliance

Attachment:  69 FR 1470
          [http://www.occ.treas.gov/fr/fedregister/69fr1470.pdf]
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