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There is now a new check cashing system that instantaneously transforms a paper check into an Electronic Funds Transfer transaction. The system completely eliminates the need to further process the paper document; it can literally be thrown away at the point of sale. Recently, I was informed that certain Radio Shacks were using the system. And, here is now another very lucid account of how the system works and what some of the consequences will be for those who use the system. (The Radio Shack posting is also included at the bottom of the page.)

Our options are becoming fewer and fewer.
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Thought you might be interested in my experience this morning.

The clerk at my local service station/convenience store took my check, as usual, and then handed me an electronics transfer authorization and said I would have to sign it. I asked her to give my check back and I would just pay with cash, and she said if she did that it would be marked as “refused” in their system.

It’s hard to imagine that there wasn’t some way for them to void the transaction and take my cash, but even the manager on duty could offer no way out of the situation, so I finally went ahead and signed.

The problem, I think, was that the clerk had to enter the information in the TeleCheck system to generate the authorization slip and couldn’t reverse the transaction. This seems backwards to me. They should be getting the authorization first.

The clerk stamped my check with a stamp that said:

“VOID. This check will be electronically deposited. For questions, call

TeleCheck at 1-800-697-9263”

The clerk then gave me back both the check and a copy of the authorization.  The authorization form had the date, time, name and address of business, and then “ELECTRONIC CHECK,” total sale amount, check number, transaction #, approval code, signature, and read:

“I authorize the merchant to convert my check to a draft or an Electronic Funds Transfer (‘EFT’) and to debit my account for the amount of the transaction. In the event that my draft or EFT is returned unpaid, I agree that a $25.00 item fee plus any applicable taxes may be charged to my account electronically or drafted.”

Then at the bottom it says, “It’s Safe. It’s Secure. It’s from TeleCheck.  If you have questions call TeleCheck at 1-800-697-9263.”

I will be calling TeleCheck and the owner of the store tomorrow, and I won’t be writing any more checks there or shopping there at all.

If you’d like to look at TeleCheck’s web site, it’s

http://www.telecheck.com
They have a timeline of electronic banking, including a fictional account Of the

cashless society in the year 2010. Their parent company is First Data Corporation.

An article from their website is below.

Cynthia
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http://www.telecheck.com/
CONSUMERS COMFORTABLE WITH ELECTRONIC CHECK CONVERSION

ACCORDING TO TELECHECK PILOT

Consumer and Retail Education Key Factors

HOUSTON (June 17, 1997) -- Consumers are comfortable with a new process that converts paper checks into standard electronic debit items at the point of sale. And once they understand the process, check writers also would be likely to select this electronic option over the traditional method of check processing, according TeleCheck Services, Inc. The findings are based on a check conversion pilot project conducted by TeleCheck, a subsidiary of First Data Corporation (NYSE: FDC).

During the pilot, the consumer signed an authorization slip which allowed an electronic debit of the check writer’s account. A copy of the authorization slip and the actual paper check were returned to the consumer at the point of sale. All the traditional steps of check processing were then handled electronically.

“Check writers were generally positive to neutral about electronic check acceptance, particularly once they understood and felt comfortable with the process,” said Randy Templeton, senior vice president of strategic marketing and development for TeleCheck. “Check writers will need to go through the process only two or three times to feel very comfortable with it. In fact, a surprising 16 percent said they would shop more at a merchant location that offered the new process.”

The electronic conversion of checks or check truncation converts a paper check to a standard Automated Clearing House (ACH) debit item at the point of sale. With electronic check acceptance, check writers’ bank statements would include a complete description of the transaction for reconciliation purposes, and these consumers would retain the same rights as today in disputing fraudulent items posted to their account. The electronic debit is processed through the banking cycle in the same amount of time as traditional paper checks.

The pilot, conducted at five Houston merchants, was created to gauge initial consumer reaction to the procedure as well as to monitor the process itself. In-store observation, exit interviews and follow-up focus groups were used to measure consumer attitudes.

The test was conducted in the fourth quarter of 1996 at merchants that varied by location, industry and consumer-demographics. More than 1,800 check transactions were converted and 600 consumer interviews were completed. TeleCheck presented the findings of the project at a National Automated Clearing House Association conference today in Washington, D.C.

In exit interviews, 79 percent of check writers said they were very or somewhat comfortable with the electronic process, and 69 percent said they would be very or somewhat likely to choose the electronic process over the traditional paper-check process. Sixteen percent said they would shop at a merchant more if it offered the new process and 78 percent said it would make no difference in how many times they shopped at a store.

Comments from the 14 percent who expressed negative reactions ranged from feeling uncomfortable or not understanding the process to dislike at getting back their check. Only six percent said that if the merchant converted to electronic check acceptance, their frequency of shopping at that merchant’s store would be affected.

In the pilot test, consumer comfort was greatly affected by the clerks’ own comfort-level with the electronic conversion process and their ability to easily explain it to consumers. Check writers were comfortable or generally positive about truncation if they understood the process. Consumers were more likely to be confused or distrustful if clerks were not comfortable with the procedure or if they had trouble explaining it.

Businesses with a steady stream of repeat customers found that consumers became more comfortable with the process after they had experienced it a few times. Businesses with customers who were in a hurry to leave the store were more likely to be unwilling to be slowed down by an explanation of new process.

The TeleCheck system provides check acceptance, check guarantee and collection services to more than 167,000 retail, financial institution, travel and association clients through a sales and service network with offices in more than 90 cities in the United States, Canada, Puerto Rico, Australia and New Zealand. In 1996, TeleCheck authorized over $40.2 billion in checks and processed more than 645 million check inquiries. For more information about TeleCheck and its products and services, visit the Internet site at http://www.telecheck.com.

Founded in 1992, Hackensack, NJ-based First Data Corporation is a global leader in payment systems, electronic commerce and information management products and services. First Data and its principle operating units process the information that allows millions of consumers to pay for goods or services by credit, debit or smart card at the point of sale or over the Internet; by check, or wire money - seamlessly and effortlessly. For more information about First Data, visit us on the Internet at http://www.firstdatacorp.com.
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Another personal experience account:

I recently visited a Radio Shack store and while checking out, I noticed a sign on the counter-top saying, in effect:  “This establishment accepts personal checks from customers who agree to electronic funds transfer from their account for the check amount plus the $25 service fee should their check be returned for insufficient funds”.

When I asked the clerk about this, he explained that as soon as a check is returned for insufficient funds, that very night, Radio Shack would attempt an electronic funds transfer - for the check amount plus the $25 service fee - from the customer’s account and continue every night until successful.

I next asked, “How do they (Radio Shack) get authorization for this?”  The reply, “The customer gives authorization when he/she signs the check”.  When asked “when was this law put in place?”, the answer was, “About a year ago, and every merchant in Texas put up one of these signs that very day!”

