Consumers, banks brace for new Check 21 Act

by Megan G. Heeg and
Dana M. Considine

As the effective date of the Check
Clearing for the 2Ist Century Act
nears, il appears the days of paper
checks are numbered.

The Act, also called the “Check 21
Act,” takes effect Oct. 28, 2004. Its
goal is to eliminate paper checks from
the check processing system and, in
the process, reduce the costs of that
system by $2.3 billion a year.

Under the Check 2I Act, the first
bank to process a check is allowed to
create a “substitute check,” a repro-
duction of the original check that
contains an image of both sides of the
original check and other account and

Each substitute
check also must bear a legend stating,

bank information.

“This is a legal copy of your check.
You can use it the same way you
would use the original check.”

The bank creating the substitute
check must remove the original check
from circulation. The substitute check
then becomes the legal equivalent of
the original check for all purposes
and must be accepted by courts,
retailers and service providers in the
same manner as they would accept
the original. Because the substitute
check is an electronic image that can
be conveyed and processed electron-
ically, the “float” time — the time
between when a check is written and

October 28,

when funds ultimately are withdrawn
from the account — is reduced.

An original check removed from
circulation will not be returned to the
account holder or the bank on which
the check is drawn. Consumers there-
fore will need review their monthly
statements carefully. If a consumer
believes a substitute check is inaccu-
rate, he or she has 40 days from the
later of the date the statement is
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Restrictive covenants make comehack

by Douglas E. Lee

Once thought by many to be unenforceable in most contexts, non-compete

agreements are making a comeback in Illinois and across the county. As a

result, both employers and employees should take renewed interest in non-

compete restrictions.

Restrictive covenants still are disfavored by lllinois courts, which view such

provisions as potentially unlawful restraints on free competition. Employment

lawyers, however, have developed more creative non-compete agreements that

courts are willing to enforce. Employees therefore no longer can assume that

non-compete provisions are unenforceable.

The critical element in determining the enforceability of a non-compete
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