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Abstract
The study sought to find the appropriate legal framework for the regulation of
electronic cheque clearing in Palestine, in the absence of a legal framework that
regulates electronic clearing of cheques, at the time where the Palestinian Monetary
Authority seeks to adopt such a system.The absence of such regulations might lead
to undesirable consequences, and might raises dilemmas concerning the
harmonization in the application of a legal framework of electronic cheque clearing

with the legislations in force in Palestine.

This study is divided into two parts. The first part dealt with the different systems
that are adopted in cheques clearing, including the regular bank clearing system for
cheques. This part focused on the electronic clearing of cheques as a stage of bank
clearing of cheques. The second part of this study highlighted the appropriate legal
framework to regulate the electronic cheques clearing in Palestine .In addition, this
part dealt with some of the obstacles and problems that may result from the

application of electronic cheques clearing.

The study found a number of results, the most important of which are: That the
legal framework for electronic cheques clearing in Palestine has not yet been
completed; because the regulation of the electronic cheques clearing requires a
detailed regulatory secondary legislation that regulates the electronic clearing of
cheques, such as those found in comparative systems, either through bylaws or

regulations.

The study reached that it is preferable that the legal framework for electronic
cheques clearing of in Palestine be independent of other payment systems. In other
words, there should be regulations that govern electronic clearing of cheques
without incorporating any other means of payment within them, as is the case in the

Central Bank of Jordan.

The application of electronic clearing of cheques results in certain legal obstacles,

which includes the legal validity of the photocopy cheques and electronic records in



the electronic clearing system, and cheques return in the electronic clearing system
of cheques.

Based on these findings, the study reached a number of recommendations, most
important of which are: To adopt a system of electronic clearing of cheques in the
Palestinian Monetary Authority; to keep abreast of recent development i n the use
of technology. The study also recommended that the legislations that regulate
banking are to be reviewed and reformed, and to enact secondary legislations —

bylaws and regulations - that regulate the electronic clearing of cheques.
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(%) Nesreen Friah Jresat, “Economic impacts of applying electronic cheque clearing solution, case study
state of Qatar 2001-2005", (Master Thesis, University of Jordan, 2007), 28-30.

(70) Fostering Payment and Settlement System Safety and Efficiency, the Federal Reserve works to

promote a safe, efficient, and accessible system for U.S. dollar transactions.

https://www.federalreserve.gov/aboutthefed files/pf_6.pdf Accessed on (28-7-2017).
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See also: the clearing house, “Clearing House Interbank Payments System (CHIPS), Self-Assessment of

Compliance with Standards for Systemically Important Payment Systems, (2016), 4.
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See also: The clearing house Banking Brief, “The Future of Payments — ACH and Wire” (2012).
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Jordanian commercial baks” (Master Thesis, University of Jordan, 2009), 23.

32



Truncation) i<l ala g Sy Jaldl) alas Lo
( ¢ gAY Jatal) a .

Qs o b pead Ally ) Al ddes Lo cpe S Y1 Al e Cuaad) 5 L ey
celatl) 13 8 ) Ayl e Cpoal) Sl 13 8 a Y e B0 Gl datad) Gal B
L) Al e Lilae DA (e lgie Caaall S Gl

Oe Clas Gla) A L] Gl (K15 AV Aaliall 61 el 858 ads o Alajall o3a agi
e 3 oo Aaliall Ae ) Juf sl cilasbaal o s el Sl alas 2V dalial) sl
3 DA e Al saayy) Cluay ClKudll Laeat 3jae ) AleaY L dia] Yl cilud Pl
(0. 21ass 0l Gal A1 (50 Yoy (Truncation) ews lly cA<usl)

Jsads = i) z3saiy sl LY e — i) cp Bl adall O lebae Jasiod el 18 i
ideall o34 Adeall clbgedll @iy Cajads o B sl IS ISE elgn Aig K EBlany clalaa )
238 asats Letilys Gl o o ) o o el 8 38 a8l cBlales s Janad' (DG

Bl Lginllen & Gas S o Sihm IS8 ohsms Butg i) Blans ) Blalal

g LY "l DY) iall i (truncation) 2l sk ¢12 ¢Gilas gage ¢ pualill ) Cina o ™)
(81) Bank for International Settlements (BIS): Established on 17 May 1930, the Bank for International
Settlements (BIS) is an international financial organizaton owned by 60 member central
banks, representing countries from around the world that together make up about 95% of world GDP.
Its head office is in Basel, Switzerland . The mission of the BIS is to serve central banks in their pursuit of
monetary and financial stability, to foster international cooperation in those areas and to act as a bank for
central banks. In broad outline, the BIS pursues its mission by: fostering discussion and facilitating
collaboration among central banks; supporting dialogue with other authorities that are responsible for
promoting financial stability; carrying out research and policy analysis on issues of relevance for monetary
and financial stability; acting as a prime counterparty for central banks in their financial transactions its own
analyses of monetary and financial stability issues; international banking and financial statistics that
underpin policymaking, academic research and public debate.

https://www.bis.org/about/index.htm?m=1%7C1 Accessed on (24-12-2017).
(82)

Definition of the Bank for International Settlements: “a procedure in which the physical movement of
paper payment instruments (e.g: paid cheques or credit transfers) within a bank, between banks or
between a bank and its customer is curtailed or eliminated, being replaced, in whole or in part, by

electronic records of their content for further processing and transmission. Committee on Payment and
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Settlement Systems, a glossary of terms used in payments and settlement systems, Bank for International

Settlements, 2003. https://www.bis.org/cpmi/glossary 030301.pdf Accessed on (24-12-2017).
(83)

Sachin Zodgekar, '"Banking law reforms: changes to cheques law and repeal of the Banking Act',
(1995), Reserve Bank Bulletin, Vol 58, No (3), 172.

https://www.rbnz.govt.nz/-/media/ReserveBank Files/Publications/Bulletins/1995/1995sep58 -
3zodgekar.pdf Accessed on (28-7-2017).

ol b lSal) dualie Aupudlly adall Al Zaell Bialll Aupel) Sailly A5l Cijladl ldlae e Al slead il

21 ol e Al
M 35 Y 8 gl ¢St Al alai cAplanddl) Sl Al ) il (9
http://www.pma.ps/Default.aspx?tabid=508&language=ar-EG Accessed on (2-6-2016).
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(1) Check 21 Act is a United States Federal Law, Pub.L. 108—100, that was enacted on October 28,

2003 by the 108th U.S. Congress. This law aims to make use of technology to reduce or eliminate the

costs involved with paper check processing. And this law allowed the electronic check image to be used as

an alternative to paper circulation. htips://www.ffiec.gov/exam/check21/check2]foundationdoc.htm
Accessed on (2017-3-9).
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http://www.cbk.gov.kw/ar/cbk-news/announcements—and—press-releases/press

releases.jsp?kcp=08QTtSFuUP5Ix5WoYWwA74iLKhtAqlQ Accessed on (5-7-2017).
(118)

BSP: Electronic Clearing of Checks to Start in January 2017. https://www.securitybank.com/blog/bsp—

check-image—clearing—system-2017 Accessed on (8-8-2017).
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bottom of a paper check. Those characters provide information about the account the check is drawn on.

See also: Jack Busch, “What Is the Micr Line on a Check?".

https://www.sapling.com/4694302/what-micr-line—check Accessed on (21-5-2017).
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