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A system and method of processing paper checks that divides
into two independent paths the processing of a data file rep-
resenting a check and the digital image of the check. The data
files and image files are separated both in time and in space.
The digital image files are deposited as an image or substitute
check if deemed ACH ineligible through image exchange.
WIC checks are handled through image exchange. Vendor
identifiers required for WIC processing are added to the check
after scanning. The system identifies the state of the check and
the particular store accepting the check in order to determine
where to place the overlay and which vendor identifier to use.
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Figure 7 700
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CHECK PROCESSING WITH VENDOR
NUMBER OVERLAY SYSTEM AND METHOD

RELATED APPLICATIONS

[0001] This application is a continuation of U.S. patent
application Ser. No. 13/090,915, filed Apr. 28, 2011, which is
a continuation-in-part of U.S. patent application Ser. No.
12/387,131, now U.S. Pat. No. 8,301,567 (the 131 applica-
tion), filed Apr. 28, 2009. The *131 application is a continu-
ation-in-part of Ser. No. 12/380,300 (the *300 application),
filed Feb. 26, 2009, a continuation-in-part of U.S. patent
application Ser. No. 12/317,200 (the 200 application), filed
Dec. 20, 2008 and now U.S. Pat. No. 8,126,808, and a con-
tinuation-in-part of Ser. No. 12/283,524 (the ’524 applica-
tion), filed Sep. 12, 2008 and now U.S. Pat. No. 8,126,807.
The *300 application is itself a continuation-in-part of the
*200 application and a continuation-in-part of the *524 appli-
cation. The *200 application is a continuation-in-part of U.S.
patent application Ser. No. 11/699,776 (the 776 application),
filed Jan. 30, 2007 and now U.S. Pat. No.8,311,945. The *524
application is also a continuation-in-part of the *776 applica-
tion. The *776 application in turn claims the benefit of U.S.
Provisional Patent Application No. 60/763,417, filed Jan. 30,
2006. All of the above referenced patent applications are
incorporated herein in their entirety.

FIELD OF THE INVENTION

[0002] The present invention relates generally to a system
and method of processing checks and check transactions, and
more particularly to processing checks from the Special
Supplemental Nutrition Program for Women, Infants and
Children (“WIC”) through image exchange.

SUMMARY OF THE INVENTION

[0003] Thepresentinvention provides a system and method
for converting checks to debit entries by which data from the
checks is captured at the point of purchase and this data is
used to promptly process a deposit to the merchant’s account
via a third party payment processor (TPPP). Meanwhile, the
paper checks collected by the merchant are physically trans-
ported from the merchant’s place of business to another loca-
tion for scanning and image capture. Each check image is
stored in association with its MICR (Magnetic Ink Character
Recognition) line and indexed for future retrieval purposes.
The TPPP receives data files from the merchant with the
MICR and amount information; the TPPP receives the physi-
cal items for scanning and imaging. The TPPP executes a
matching operation between the image files and the data files,
matching image files with data files based on the MICR,
amount, and auxiliary information. Routines are provided for
handling image files with no matching data file, data files with
no matching image files, and image and data files that find a
MICR match but include some discrepancy in their data (e.g.
amounts do not match). The non-ACH items that find a suc-
cessful match, are rendered via image exchange for settle-
ment.

[0004] With this system and method of processing checks,
the data file is used to promptly process the transaction (and
send a credit to the merchant’s account) through a third party
payment processor. In other words, the third party payment
processor can initiate the credit to the merchant’s account
before the image of the check is matched up to the data file, or
perhaps even before the image of the check is made for ACH
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eligible items (i.e. first-party consumer checks and business
checks that do not contain an auxiliary on-us field). In this
manner, the third party payment processor can provide the
merchant with improved funds availability, while still provid-
ing for the storage of the image of the check, and destruction,
asrequired by rules and regulations governing check process-
ing.

[0005] Intypical practice, many merchants have more than
one location, and the system and method provide for service
to more than one location of a merchant. Further, the system
and method provide for service to more than one merchant.
The system and method for processing check transactions is
generally automated to allow processing of a high volume of
check transactions from a number of merchants and to
accommodate multiple locations of the merchant(s).

[0006] Checks from the Special Supplemental Nutrition
Program for Women, Infants and Children (or “WIC”) are
also handled through the system. WIC checks are non-ACH
checks, and are therefore handled through image exchange.
The WIC program requires that vendor identifiers be added to
the checks by the store accepting the check. If the vendor
identifier is not found on the check at the proper location, the
check will not be processed and will instead be returned. A
process is set forth below in which vendor identifiers required
for WIC processing are added to the check after scanning. The
system identifies the state of the check and the store ID in
order to determine where to place the identifier and which
vendor identifier to use.

BRIEF DESCRIPTION OF THE DRAWINGS

[0007] FIG.1is ais a schematic representation of a system
and method for processing checks that entails transferring
check data independently of a check image, and later con-
necting check images with their respective check data.
[0008] FIG. 2 is a flow chart showing the system and
method of FIG. 1, with additional details shown regarding
processing of exceptions.

[0009] FIG. 3 is an illustration of the format of the data file
sent from a merchant to a third party payment processor,
according to the system and method of FIGS. 1 and 2.
[0010] FIG. 4 is a deposit ticket used in the system and
method of FIGS. 3 and 4.

[0011] FIG. 5 is a plan drawing of the front face of a WIC
check.
[0012] FIG. 6 is a flow chart showing the process for han-

dling a WIC check.
[0013] FIG. 7 shows a WIC check before and after process-
ing by the method of FIG. 6.

DETAILED DESCRIPTION OF THE INVENTION

Basic Method

[0014] FIG.1asystem and method of processing checks by
which the physical checks and their data files are initially
(when they leave the merchant) separated. FIG. 1 depicts the
system generally and conceptually, while FIG. 2 depicts the
process, or portions of the process, with greater detail. Ulti-
mately, the data files are matched up to the image files for
reconciliation. More specifically, a consumer 30 pays a mer-
chant with a check 32. Atthe merchant’s point of purchase 34,
the cashier keys in the amount of the purchase, or applies
amount captured at POS, and passes the check through a
MICR reader that reads the MICR line of the check and



US 2013/0156289 Al

converts the MICR information to digital form. The MICR
reader communicates directly or indirectly with the POS
device that captures the amount, creating a digital record for
each check transaction.

[0015] Periodically (typically daily), the merchant sends a
data file 36 to a third party payment processor 38, reflecting a
batch of such check transactions that have occurred during the
period. More specifically, the merchant computer or server
transfers the POS data file 36 to a TPPP computer or server
over a computer network via a pre-defined file transfer pro-
tocol. The data file 36 contains at least the following infor-
mation about each transaction: the MICR information (rout-
ing number, account number, and check number) and the
amount. The data file 36 also includes an identifier for the
merchant, location identifier, and a transaction identifier, with
at least one of these identifiers being unique or with some
combination of these identifiers being unique across the sys-
tem that typically involves multiple merchants, each with
multiple locations and with multiple transactions being pro-
cessed within the reporting period.

[0016] The TPPP decisions the received data files, deter-
mining which are eligible for processing through the Auto-
mated Clearing House (ACH) 40, and which are not. ACH
transactions are passed through the ACH network for process-
ing and appropriate debiting of the consumer’s account 42
and the crediting the merchant’s account 44, respectively.
More specifically, the TPPP computer sends data files reflect-
ing the ACH transactions into the ACH network (i.e. the
computers or servers on which the ACH network operates) via
pre-defined file transfer protocol.

[0017] The merchant 34 periodically physically transfers a
batch 50 of its paper checks to a secure courier (e.g. Brinks,
UPS or U.S. postal service) 52 for physical delivery to a
secure, high-volume scanning operation 54. This scanning
service might be provided by the TPPP or may be provided by
an independent company, typically in accord with a contrac-
tual relationship with the TPPP. The scanning operation 54
scans the checks, creating digital images of the checks that are
stored in a digital file in association with their MICR infor-
mation on the imager’s server or computer. Physical checks
are securely stored until they are destroyed, based on client
specification.

[0018] Finally, the image files of the checks are matched to
the data files representing the checks using the MICR line,
thereby linking the images to the data files. This is achieved
by assigning a unique number to each data record, and upon
a successful match, indexing the data and image with the
unique number for future access in retrieval needs. The MICR
line, including the dollar amount, of a check is typically
unique and this affords a one-to-one matching based on the
MICR line.

[0019] This matching operation may be performed on a
computer or server operated by the TPPP 38 or by the scanner
54 or by some other entity affiliated with or associated with
the TPPP. This matching step is performed to identify any
discrepancies between the data files and the image files which
represent the checks so that these can be investigated. It will
be appreciated that before the matching operation takes place,
the matching computer must have access to both the POS data
file and the image files created by the imager. When the
matching step is performed by the TPPP, the imager transfers
the image files from the imager computer to the TPPP com-
puter over a computer network via a pre-defined file transfer
protocol. When, alternatively, the matching step is performed
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by the imager, the TPPP transfers the POS data files from the
TPPP computer to the imager computer over a computer
network via a pre-defined file transfer protocol. When, as yet
another alternative, the matching step is performed by a third
party, the TPPP transfers its POS data files and the imager
transfers its imager files to the matcher’s computer over a
computer network via a pre-defined file transfer protocol.

Detailed Process

[0020] FIG. 2 shows additional details of portions of the
process depicted in FIG. 1 and illustrates the divergent flows
for the data collected at the point of sale reflecting the check
transactions (110) and for the physical checks and the images
of those checks (200). At the point of sale, when a customer
presents a transaction document to pay for goods or services,
the merchant passes the document through a MICR reader to
read the MICR line of the document. In addition, the mer-
chant keys in or otherwise enters an amount for the transac-
tion at the point of sale terminal. The amount and the MICR
information are associated in a data file including a merchant
identifier, a store identifier, and other various data associated
with the transaction A data file containing all of the transac-
tions for a period of time is sent, periodically, typically daily,
from the merchant to a third party payment processor (step
120, FIG. 2). The structure of a merchant’s data file 125 is
illustrated in FIG. 3.

[0021] The fields identified in this file are as explained in
more detail in the following table.

File Header Record

Record type a predefined indicator indicating that the record
following, until file trailer indication, is a file
record

Version predefined identifier, identifying a file format
version

Filename assigned by a merchant

Account Number an identifier unique to the merchant, assigned by
the TPPP

Merchant’s Bank ID  a prescribed identifier for the merchant’s bank

File items a count of the number of detail records in this file

transmission
A Batch Header Record

Record type a predefined indicator indicating that the record
following, until batch trailer indication, is a batch
record

Location identifier for a store location

Sale Date date of sale

ACH Company Name of merchant company that will appear on

Name consumer’s bank statement (assigned by merchant)

ACH CED An optional additional field for a merchant
description that may appear on consumer’s bank
statement (assigned by the merchant)

ACH CDD An optional additional field for merchant’s
discretionary data (assigned by merchant)

A Detail Record

Record type a predefined indicator indicating that the record
following, until detail record trailer indicator or
batch trailer record, is a detail record

Item type indicates the type of document or transaction (e.g.
business check, merchant payroll, non-standard
check such as WIC, traveler’s check, gift certificate
check), personal check or Canadian

Amount Numeric dollar/cents amount of transaction

Raw MICR MICR line, consisting of digits, spaces and TOAD

delimiters
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-continued

Parsed RT Parsed Routing Number, an optional field used
when merchant’s MICR reader parses the MICR to
identify the routing number
Parsed Account Number, an optional field used
when merchant’s MICR reader parses the MICR to
identify the consumer’s account number
Parsed Check Number, an optional field used
when merchant’s MICR reader parses the MICR to
identify the check number

A Batch Trailer Record

Parsed ACCT

Parsed CHECK

Record type a predefined indicator indicating a batch trailer
record

Batch Items number of data records in this batch

Total Amount total dollar/cents amount of all detail records in
this batch
A File Trailer Record
Record type a predefined indicator indicating a file trailer
record
[0022] This data file is sent via data connection, such as

from one computer networked, one way or another, to another
computer, via a predefined secure socket layer (SSL) file
transfer protocol (FTP) As shown in FIG. 2, the payment
processor loads or assimilates the merchant’s file into its data
system, assigning to each transaction record an item identi-
fier, an identifier of the type of the record and calculates a date
that the original item or image is expected for matching and
archiving (step 130).

[0023] In the embodiment of the system and method illus-
trated in FIG. 2, a process (131) is followed to translate the
MICR data that was included with the merchant file received
by the TPPP into a desired predetermined format. This pro-
cess is described in more detail in the parent applications that
have been incorporated by reference. These records are then
stored or archived (140), and processed accordingly as
explained further below

[0024] For each transaction record, the payment processor
makes a determination as to whether the transaction is eligible
for ACH processing or not (150). ACH eligible items include
first party consumer checks and small-size corporate checks.
(Corporate checks come in two sizes: a “small” size that is
approximately the same size as a consumer check, and a
larger size.) ACH ineligible items include money orders, WIC
checks, travelers checks, large-size corporate checks, govern-
ment checks, and others as identified under the NACHA rules
and regulations. For those records that are ACH eligible, the
payment processor creates an ACH file that includes the mer-
chant’s name, company entry description, ACH tracer iden-
tifier, the MICR line, and the amount of the transaction
according to NACHA rules and regulations for ACH BOC
processing and various other information. (160).

[0025] The payment processor, in typical commercial prac-
tice, will provide payment processing services to a number of
merchants. On a periodic basis, typically daily, the processor
will batch the records of the ACH eligible items by merchant
(170), and will submit the batched records in an ACH file to
the ACH Network for settlement (180). Thereafter, settlement
to the merchant’s bank account is made, followed by balance
reporting, a confirmation file and a BAI file, typically on the
next business day (190).

[0026] As noted above, the physical transaction documents
that customers present at a point of sale follow a path (200)
that is independent of the path (110) of the data reflecting the
transaction. At step 100, a merchant gathers a number of
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transaction documents to be processed. The merchant will do
this on a periodic basis, typically at the end of each day. The
merchant bundles the transaction documents together and
prepares a deposit ticket 201, shown in FIG. 5 to correspond
to the bundled documents. The deposit ticket provides spaces
for the merchant to summarize the bundled documents with
the following data: the point-of-sale date 202, the total item
count 203, the total deposit amount 204; an identifier for the
store location 205 and an account identifier 206 for the
account into which funds should be transferred. Optionally, a
pre-printed form, or multiples thereof, are provided to mer-
chants, with the store location 205 and merchant’s bank
account identifier 206 pre-printed. Further, optionally, the
pre-printed form may include a MICR line 207, with a first
portion 208 reflecting the location identifier and a second
portion 209 reflecting the deposit account number. This
MICR aids in later processing of the deposit slip by the check
imager. It is a further option, to pre-print the merchant’s name
on the deposit tickets.

[0027] With reference to FIG. 2, the bundled transaction
documents are delivered to an image processor. FIG. 2
reflects two examples of how the documents may be trans-
ported to the imager. A first option is for a courier to pick up
the bundled documents from the merchant (210), and then for
a check shipping agent to pick up the bundle from the courier
or from the courier’s consolidation location and deliver them
to the imager (230). An alternate delivery method is for the
merchant to drop the bundled documents into a secure carrier
(e.g., U.S. Postal Service or United Parcel Service) mail drop
(220) for delivery to the imager.

[0028] The imager receives the deposited bundle of docu-
ments (or typically many deposited bundles of documents,
each from one location of a merchant), scans the deposit
ticket 201 and uses optical character recognition (OCR) soft-
ware to interpret the information presented on the ticket 201.
(Where a MICR line 207 has been pre-printed on the deposit
ticket 201, it may be read by a MICR reader, then scans the
ticket and applies OCR, linking the data obtained from the
OCR with the MICR-obtained data.) The imager performs a
balance to confirm that the amount indicated 204 on the
deposit ticket 201, FIG. 4, matches the sum of the documents
bundled or included therewith (240, FIG. 2).

[0029] AsshowninFIG. 2, the imager then captures images
of' each document (250). More specifically, the imager scans
the front and back of every item, captures the MICR and one
of or both of the courtesy amount and legal amount using
OCR software (265). The front and back images are stored in
association with the MICR and amount for item retrieval and
exception management (270). The merchant bank account
identifier, taken from the deposit ticket that accompanied the
batch of checks, is also stored in association with the image,
MICR and amount. In accord with federal regulation, the
original physical documents must be securely stored until
items are destroyed (280).

[0030] Next, the process includes an attempt to match each
image record to a datarecord (290), where the data record was
generated through path 110 and archived in step 140,
described above and includes the MICR information, the
dollar amount and an item identifier, merchant bank account,
point-of-sale date, and location identifier. More specifically,
for each image record, the data files are searched to find a data
record with a “matching” MICR and amount. (Alternatively,
for each data file, the image files are searched to find a data
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record with a matching MICR and amount.) “Matching”
records are indexed to connect the image with the data.
[0031] The system provides for the setting of parameters as
to the degree to which the image record and a POS data record
must be the same for them to be deemed “matches” or
“matching”. More specifically, the parameters determine how
closely various fields must correlate for records to be deemed
“matching”. A probability as to likely matching may be deter-
mined and used to assist both the identified matches and to aid
in processing unmatched records. Fields used in performing
comparisons between image records and POS data records
include: merchant bank account identifier; sale date; check
dollar amount; MICR data (raw or parsed).

[0032] For each image record for an ACH eligible item for
which a matching data record is found (300), the indexed
record (containing the image and data) is archived (310). For
each image record for an ACH ineligible item for which a
matching data record is found (320), the indexed record (con-
taining the image and data) is archived and an image
exchange file is prepared (410) that includes the image, the
MICR, the merchant’s bank account number and other infor-
mation as required for image exchange (330). This image
exchange file is then transferred via the banking network
(420).

[0033] Finally, for the ACH-ineligible matched items,
settlement is provided (430) to the merchant’s bank account
based on availability and reported via balance reporting and a
non-ACH deposit file, typically the next business day.

Special Processing for Predefined Categories of Records

[0034] The system and method may provide for special
treatment or attention for records that fall into one or more
predefined categories by virtue of having one or more char-
acteristics (such as a predetermined value in one or more
fields) and such special treatment may occur before or after
transactions have been submitted for settlement. The special
treatment may involve additional automated steps or may
involve human operator intervention or management. Such
“special” items are listed for one or more human operators,
for example, by displaying a list of exceptions on a computer
monitor in a graphical user interface. The operator will take
whatever action is warranted by the exception and provide
corresponding input to the system. As an example, one such
category is high-dollar value items. The system may be set
such that all transactions over a given dollar amount are
subjected to special processing; a list of such transactions is
provided to a human operator who performs investigative or
research steps as prescribed by business practices to, for
example, confirm their legitimacy, before completing their
processing. Another example of a category that might be
treated as “special” may be foreign items, such as checks
drawn on the bank in a foreign country.

Exception Processing for Unmatched Records

[0035] Situations in which no “match” is found for an
image record or for a data record during the matching step
(290) after the date that the image from the paper document
was expected, are subject to exception processing (350).
These “exceptions” are yet another category of records that
may be designated for special treatment. More specifically,
exception records include those data records for which there
is no matching image record and those image records for
which there is no matching data record. Whether an image
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and data record “match” is determined by predetermined
matching criteria. The criteria include the field or fields that
must match and the sensitivity to deviance that is allowed. For
example, in one embodiment, matching may be performed
based on MICR; in another embodiment, matching may be
performed based on MICR, transaction date, point of sale
location identifier, and the direct deposit account identifier of
the merchant. (The direct deposit account identifier of the
merchant is added to each image record based on the deposit
ticket that accompanied a batch of paper checks submitted for
processing. In other words, through OCR, the merchant’s
account number that appears on the deposit ticket that accom-
panies a batch of paper checks is read, and this merchant’s
account number is then added to each image record for that
batch of checks.) It is advantageous for the system to recog-
nize as “matched” records that may not match exactly, but
rather have some discrepancy in one or more of the designated
fields. The system preferably recognizes a probability that
two records match and will return a “match” where the prob-
ability of a match meets a predefined threshold probability.
The process for handling exceptions is also described in more
detail in the patent applications that have been incorporated
by reference.

[0036] In a preferred method, the merchant’s account can
be credited at the initiation of the third party processor, based
on the data file, before the image of the check is matched to
the data file, or perhaps even before the check is imaged for
ACH eligible items. ACH ineligible items are rendered pro-
cessed through the Image Exchange Network upon a success-
ful data and image match.

[0037] The system and method of identifying, sorting and
prioritizing the exceptions is preferably automated or semi-
automated through the use of dedicated software accessing
database(s) running on computer(s) that returns its results
(lists of exception records sorted and prioritized) to an opera-
tor(s) via a computer screen or on paper. Preferably, a screen
display is linked to the software and databases(s) such that the
operator can easily view details about each record and can
update each record as warranted as a result of the operator’s
research. Exceptions may be identified and presented on a
periodic schedule or upon operator demand.

Store Validation Control

[0038] Another opportunity for error can occur when a
merchant is using this system for some but not all of its store
locations. The transactions from a non-participating location
may inadvertently be included in the transactions submitted
in the merchant’s MICR file.

[0039] To prevent these errant transactions from being pro-
cessed, the system and method incorporates a control mea-
sure of checking that the “Store ID” in the transaction records
from the MICR file sent to the TPPP (120) is a store for which
the merchant has contracted services prior to processing the
transactions. This control is facilitated by the use of a store
table in which is stored a unique record for each store. Mer-
chants assign a store number for each of their stores and
provide this store number to customer service for the TPPP,
and this merchant-assigned store number is then stored in a
store table in association with an indication as to whether each
store is supposed to have its transactions processed through
this system and method. When the validation is performed, if
the store number in the MICR file from the merchant does not
match a pre-established store number in the TPPP system, i.e.
ifthe store number is not associated with an indication that the
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store’s transactions are to be processed by this system and
method, then items carrying that store number will not be
processed further and will be reported to the merchant. The
remainder of items from stores that are to be processed by the
system, are processed accordingly. In this way, it is not nec-
essary to reject the merchant’s file, or all the transaction in the
merchant’s file; rather, those transactions that belong in the
system proceed without delay, while the errant transactions
are not processed by the system.

WIC Processing

[0040] The Special Supplemental Nutrition Program for
Women, Infants and Children or WIC program is designed to
support the healthcare and nutrition of low-income pregnant
women, breastfeeding women, and infants and children under
the age of five. Participants in the program frequently receive
a periodic check or voucher (referred to herein as a WIC
check), although some states have moved away from checks
and started to use an electronic benefit transter (EBT) card.
[0041] States that use checks will deliver paper checks,
such as check 500 shown in FIG. 5, to eligible receipts on a
regular (e.g., monthly) basis. The front of the check displays
the recipient’s name 502 and identification number 504, the
time period 506 for which the check is valid, and a list 510 of
allowable items to be purchased with the check 500. The list
510 will indicate the quantity and maximum size of the item
that may be purchased, as well as a description of that item. In
FIG. 5, only one item is listed, although typically multiple
items may be acquired with a single check 500. Even though
multiple quantities or items may be listed at 510, the WIC
recipient may elect to purchase only some of the items listed
on the check 500. The check 500 also has an area 512 for the
retailer to indicate the actual value of the purchase made by
the recipient. Typically, this area 512 is filled out by hand at
the time of sale. A maximum value 514 is sometimes printed
on the check to indicate the maximum amount that the retailer
will be able to receive for the sale of these items. The check
500 also has a signature box 516 for the recipient to sign the
check at the time of purchase. At the bottom of the check 500
is the check’s MICR line 518.

[0042] In order to help reduce frauds, most states require
that the particular store location that is redeeming the check
identify itself on the face of the check. This store identifier is
placed in a particular location on the check 520. In FI1G. 5, this
location is labeled “vendor stamp,” as the traditional method
of'placing the identifier on the check is through a hand stamp.
In FIG. 5, the number 3691 has been stamped 522 within the
vendor stamp area 520. If the identifier is missing from this
location 520, the check will be returned unpaid. Furthermore,
if the identifier is unreadable, such as may be the case with
stamp 522, the check will also be returned unpaid. Unfortu-
nately, many WIC checks 500 accepted by vendor locations
that hand stamp their vendor identifier 522 are returned for
failure to stamp, or for unreadable stamps.

[0043] This issue is cured in large part by the WIC overlay
process 600 shown in FIG. 6. In this process 600, a vendor
identifier is overlaid on top of the image of the WIC check that
was acquired during the above-described processes. The
overlay is merged into the check image, to create a new check
image that can be submitted for processing via image
exchange. The process 600 begins at step 602 by having
certain vendors that receive WIC checks refrain from stamp-
ing the WIC check with their vendor identifier. The process
then continues much as was described above. The transaction

Jun. 20, 2013

data is scanned at the point of sale, and a transaction data
record including the MICR data and the amount of sale is
created in step 604. The physical check is later submitted for
scanning away from the vendor location in step 606, and the
transaction data record is submitted for processing separate
from the physical checks in step 608. At step 610, the image
and data files are matched together using MICR data. The fact
that the check in question is a WIC check indicates that it is
not eligible for ACH processing, and must be submitted for
processing via image exchange as shown at step 612.

[0044] Steps 604 through 612 of the WIC overlay process
600 are consistent with the process described above in con-
nection with FIGS. 1 and 2. The process 600 potentially
changes at step 614, where it is determined whether the com-
pany that submitted the WIC check has purchased a WIC
overlay service from the third party payment processor. Ifnot,
then the vendor should have hand-stamped the check, and the
payment processor simply processes the WIC check normally
by submitting the check via image exchange at step 616. If
step 614 determines that the company is a client of this ser-
vice, step 618 next examines the location ID for the vendor
that submitted the check, and from that location ID deter-
mines the state where the check was redeemed. The WIC
overlay process is widely accepted by many states, but not yet
all states. If the identified state does not yet allow WIC over-
lay on their checks, then the check must be handled without
any overlay by submitting the original check image to image
exchange at step 616. This situation may occur where a com-
pany with store locations in many states subscribes to the
WIC overlay service. Some store locations are in states that
accept WIC overlay, and in these states the vendor identifier
522 is not stamped on the check. However, store locations that
are in states that do not accept WIC overlay must place the
vendor identifier stamp 522 on the check at the point of sale.
These checks are identified at step 618, and processed without
any overlay at step 616.

[0045] Ifthe WIC check is from a client of the WIC overlay
service, and the originating state allows the overlay, step 620
then determines the WIC check format used by the state. As
shown in FIG. 5, there is a specific box 520 on the check that
must contain the store identifier. The physical location on the
check of this box can vary from state to state. Consequently,
step 620 determines where the vendor identifier box 520 is
located on the check for this particular state.

[0046] The final test 622 before overlay occurs is whether
this particular store location has opted out of WIC overlay. It
has already been determined that the vendor company is a
client of WIC overlay (step 614), and that the state allows this
process (step 618). This final test 622 allows individual stores
to opt out of the process if for some reason they prefer to hand
stamp 522 their WIC checks 500. If so, processing again
occurs using the original check image at step 616.

[0047] If the store has not opted out, step 624 determines
the unique vendor identifier for the store location. This vendor
identifier is then turned into a graphical image, sized appro-
priately, and then overlaid on top of the original WIC check
image obtained in step 606. The two images are combined in
step 626 to create a single check image that now has the
appropriate vendor identifier in the correct location on the
WIC check. This new image is then submitted to image
exchange at step 616.

[0048] FIG. 7 shows a WIC check that has been altered by
process 600. The original WIC check 700 was submitted by
the vendor without any stamp within the identifier box 710.
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Transaction data for that check was delivered to the third
party processor in step 608, and that check 700 was scanned
atstep 606. The data and image were matched at step 610. The
check was identified as a WIC check that will take advantage
of'the WIC overlay service by steps 612-622. The location of
the identifier box 710 was determined by examining the state
where the check transaction took place, and the location
identifier was used to determine the store’s vendor identifier
forthe WIC program. Step 626 then merged the image created
of the vendor identifier with the original check image, creat-
ing a modified check image 720. That check image 720 now
contains the vendor id 730 inside the identifier box 710.
[0049] It should be noted that this system and method has
been described in the context of a coordinated effort between
merchants, a third party payment processor and a high-vol-
ume image scanning entity. The system may also function
with additional or fewer parties and with other divisions of
labor amongst the parties. For example, the matching, index-
ing and exception processing steps (290) are described as
being done by the TPPP, but might instead be done by the
imager or another entity. As another example, the third party
payment processor might perform the scanning task. Such
shifts in the division of labor would be facilitated with appro-
priate file transfer steps. Although an illustrative version of
the device is shown, it should be clear that many modifica-
tions to the device may be made without departing from the
scope of the invention.

[0050] Because alternative embodiments are possible, the
scope of the present invention should not be limited to the
exact details and structures described herein, but rather by the
appended claims and equivalents.

What is claimed is:

1. A method for processing checks having a requirement
that a vendor identifier be added to a front face of the checks
before payment is authorized, comprising:

a) receiving, at a computer, vendor data relating to a trans-

action undertaken using a paper check;

b) receiving, at the computer, an image of the paper check,
the paper check having a vendor identifier location on
the front face of the paper check with no vendor identi-
fier at that vendor identifier location;

¢) generating at the computer a vendor identifier image
based upon the received vendor data;

d) creating, at the computer, a revised image of the check
by overlaying the vendor identifier image over the image
of the paper check at the vendor identifier location; and

e) submitting the revised image of the check through image
exchange.

2. The method of claim 1, wherein step d) further com-
prises determining, at the computer, a position for the vendor
identifier location on the paper check based on the vendor
data.
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3. The method of claim 1, further comprising determining,
atthe computer, a geographic location for the transaction, and
further wherein a position for the vendor identifier location is
determined based on the geographic location for the transac-
tion.

4. The method of claim 3, further comprising receiving
vendor data relating to a plurality of transactions undertaken
using a plurality of paper checks, and further receiving
images of the plurality of paper checks.

5. The method of claim 4, wherein the plurality of paper
checks originate from a plurality of geographic locations,
wherein at least two geographic locations are associated with
different positions for the vendor identifier location.

6. The method of claim 1, further comprising receiving
vendor data relating to a plurality of transactions undertaken
using a plurality of paper checks, and further receiving
images of the plurality of paper checks.

7. The method of claim 6, further comprising:

f) identifying at least one of the plurality of paper checks as
anon-overlay paper check, the non-overlay paper check
containing an existing vendor identifier on the non-over-
lay paper check; and

g) submitting the image of the non-overlay paper check
through image exchange without creating a revised
image of the non-overlay check.

8. The method of claim 7, wherein the step of identifying at
least one of the plurality of paper checks as the non-overlay
paper check further comprises determining whether a vendor
that transmitted the vendor data has purchased an overlay
service.

9. The method of claim 8, further comprising determining,
at the computer, a geographic location for each transaction,
and further wherein a position for the vendor identifier loca-
tions on each paper check is determined based on the geo-
graphic location for the transaction of that paper check.

10. The method of claim 9, wherein the step of identifying
at least one of the plurality of WIC checks as the non-overlay
paper check further comprises determining whether the geo-
graphic location for the transaction undertaken using the non-
overlay paper check has not authorized the submission of the
revised image.

11. The method of claim 9, wherein the plurality of paper
checks originate from a plurality of geographic locations,
wherein at least two geographic locations are associated with
different positions for the vendor identifier locations.

12. The method of claim 1, wherein the vendor identifier is

a unique identifier for a store location that received the paper
check.



