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Electronic Check as a Digital Alternative to
Paper Check
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Abstract

With modern technological developments, the accelerated and growing use of
the Internet in all fields, and the emergence of electronic transactions as an
alternative to traditional transactions, the development of means of execution
has become imperative. As a result, modern methods of electronic payment
have been created that meet the requirements of electronic commerce and
electronic transactions as a whole. At the same time, pre-existing traditional
payment methods have been developed, in particular electronically processed

commercial paper.
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Given the importance of checks as payment instruments, banks in some countries issue
electronic checks. This began in France and was followed by the American
administration, which issued electronic checks to solve the treasury problem of issuing
more than 400 million paper checks to pay federal administrative expenses or social

expenditures.
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Chapter One: Concept and Legal Nature of Electronic Check
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The law governing the use of checks in general in all countries is based on the
Geneva Convention, where a similar banking law is adopted in all countries. Thus,

the check is considered a means of payment for its widespread use.
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The electronic check is considered the electronic equivalent of traditional paper
checks commonly used in transactions. It has been defined, in addition to what is
known about the traditional paper check, as a three-party document processed
electronically, wholly or partially, containing an order from a person called the
"drawer" to the bank (drawee) to pay an amount of money to the order of a third

person called the beneficiary.
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The legal nature of the check has been the subject of jurisprudential discussions.
Some said that the check is an agency for payment for the benefit of the drawer or
others, registered for his benefit with the drawee, which is irrevocable. However, this
jurisprudential disagreement is no longer important with the precise and detailed

regulation of checks by the legislator in legal texts.
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Chapter Two: Rules for Dealing with Electronic Checks
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and Circulation
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The check in general is a payment instrument characterized by its short life

compared to other commercial papers. However, the essence of the difference in the



circulation process between electronic and traditional checks lies in the fact that the
electronic check is the result of technological development, especially regarding the

use of the Internet in completing operations.
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Flowchart: Electronic Check Usage Steps
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Step 3: Product Selection
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Step 4: Check Preparation - Step 5: Signing & Sending -
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Step 6: Review & Verification
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Responsible Institution
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Clearing House System
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Electronic checks for their transfer and payment of their value required the
establishment of a central system for processing them, which is called clearing
centers or clearing houses. The clearing house is a central system that transfers the
check amount from the consumer's or debtor customer's account to the creditor

merchant's account.
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1. Phase One: Continuous exchange of payment orders between automated

information centers

2. Phase Two: Multilateral clearing of orders by the accounting center




‘ 3. Phase Three: Payment of net amounts in the bank transfer system for funds
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= Geneva Convention signed on March 19, 1931, included three agreements

specific to checks
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= French Law of 1895 - One of the first laws dealing with checks
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= Article 472 of Algerian Commercial Code - Specifies check data requirements
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= Law 05-02 dated February 6, 2005, amending the Algerian Commercial Code
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In conclusion of this intervention, it became clear to us that the electronic check is
subject to the same legal framework established for paper checks. The electronic check
has also been able to achieve many advantages, while eliminating most of the

traditional problems that the traditional check suffered from.
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1. Expedite the issuance of a law regulating electronic transactions in general
2. Work on increasing Internet network traffic volume
3. Organize awareness and advertising campaigns for the public

4. Need to interact with foreign expertise and rely on pioneering experiences
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