Journal of Legal Research: V. 24, No. 61, Spring 2025

Developments of the Check Issuance Law from the
Perspective of the Principle of Transparency of the Payment
System with Emphasis on the CPSS Document

Maryam Alimohammadi”, Mohammad Reza Pasban?, Abbas Toosi®

1. PhD Student in Private Law, Faculty of Law and Political Science, Allameh Tabataba'i University,
Tehran, Iran.

*Corresponding Author: Email: mary_alimohammadi@yahoo.com

2. Professor, Department of Private and Economic Law, Faculty of Law and Political Science, Allameh
Tabataba'i University, Tehran, Iran.

Email: mpasban@atu.ir

3. Associate Professor, Department of Private and Economic Law, Faculty of Law and Political Science,
Allameh Tabataba'i University, Tehran, Iran.

Email: Toosi@atu.ac.ir

199

ABSTRACT

The report of the core principles governing
systemically important payment systems (CPSS)
is based on the fact that legal foundations and
frameworks of any payment system have a
strong influence on the safety, efficiency, and
correct performance of payment system. One

of the primary requirements for the optimal
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functioning of payment systems and management
of settlement risks, especially its financial
risks, is the establishment of clear and effective
regulations. The second legal principle of the CPSS
document is the requirement to enact such laws in
accordance with the payment system transparency
principle. This principle is not only emphasized
by the European Court of Human Rights and
many countries around the world, but also the
principles of safety and efficiency agreed upon
internationally in the field of payment systems.
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The study of Amendments to the Iranian issuing of check Act shows that the
transparency principle of the CPSS document in the area of credit risks of the
cheque payment system has been taken into consideration by the legislator in
the amendment law of 2017. However, in the field of liquidity risks, it does not
meet the requirements and conditions mentioned in this principle. In addition,
the cheque issuance Act, as a special law governing the check payment system,
does not have the necessary comprehensiveness and legal coherence. The
necessity of re-reviewing the set of these laws in compliance with international
principle governing payment systems, especially the second principle of this
document, is inevitable.

Keywords: Principle of Legal Transparency, Check Payment Systems, CPSS
Document, Credit Risk, Liquidity Risk.

Excerpted from the Ph.D. thesis entitled "Legal & Economic Analysis of the Amendments
of the Iranian Issuing of Check Act from the Perspective of Legal Principles and
Procedural Principles that Govern the Payment Systems (CPSS)", Faculty of Law and
Political Science, Allameh Tabataba'i University, Tehran, Iran.
Funding:

The author(s) received no financial support (funding, grants, and sponsorship) for the
research, authorship, and/or publication of this article.

Author contributions:

Maryam Alimohammadi: Conceptualization, Methodology, Software, Validation, Formal
Analysis, Investigation, Resources, Data Curation, Writing - Original Draft, Writing -
Review & Editing, Visualization, Supervision, Project Administration.

Mohammad Reza Pasban: Conceptualization, Methodology, Validation, Data Curation,
\Writing - Review & Editing, Supervision, Project Administration.

/Abbas Toosi: Conceptualization, Methodology, Validation, Data Curation, Writing -
Review & Editing, Supervision, Project Administration.

Competing interests: The authors declare that they have no competing interests.

Citation:

IAlimohammadi, Maryam, Mohammad Reza Pasban & Abbas Toosi. “Developments of the
Check Issuance Law from the Perspective of the Principle of Transparency of the Payment|
System with Emphasis on the CPSS Document”. Journal of Legal Research, 24, no. 61 (April
4, 2025), 199-236

200



201

Journal of Legal Research: V. 24, No. 61, Spring 2025

Extended Abstract]
The report of the core principles governing systemically important payment

systems (CPSS) is based on the fact that legal foundations and frameworks of any
systemically important payment systems have a strong influence on the safety,
efficiency, and correct performance of payment system. One of the primary
requirements for the optimal functioning of payment systems and management
of settlement risks, especially its financial risks, is the establishment of clear
and effective regulations. The second legal principle of the CPSS document
is the requirement to enact such laws in accordance with the payment system
transparency principle. This idea is emphasized not only by the European Court
of Human Rights and numerous countries worldwide, but also by international
payment system safety and efficiency guidelines.

This report has been approved and published in two legal and economic
sections, as well as ten key principles as recommendations and global standards
to support the design and operation of important payment systems (SIP) more
safely and efficiently around the world. It is currently well-represented in the
international community and is used and developed in a wide range of fields.
The second legal concept addressed in this paper is the principle of transparency
of payment system rules and regulations, as well as its role in the management
and control of financial risks (credit and liquidity risks) in the payment systems.
Furthermore, it states that " The system’s rules and procedures should enable
participants to have a clear understanding of the system’s impact on each of the
financial risks they incur through participation in it."

This study uses a descriptive-analytical method and numerous foreign legal
and economic studies, as well as the core principles governing systemically
important payment systems (CPSS) document, to investigate and explain the
principle of legal transparency of the CPSS document payment system, and
to evaluate and adapt the developments of the cheque issuance Act to this
principle, and to identify and analyze the strengths and weaknesses of this Act
in terms of the principle of legal transparency of the CPSS document payment
systems.

The study of Amendments to the Iranian issuing of cheque Act reveals that
the legislator in the 2017 amendment law considered the transparency principle
of the CPSS document in the field of credit risks of the cheque payment system
into account. This law has established clear and precise rules and regulations in
the field of individual credit risks and systemic credit risks of the cheque payment
system, particularly the modification and change of the cheque settlement
system using the cheque system, in accordance with the recommendations and
instructions of the CPSS document.
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However, inthe case of liquidity risks, it fails to meet the standards and conditions
outlined in this principle. The cheque issuance reform Acts transformed the
cheque from its primary purpose as an immediate payment instrument to a
credit and promissory payment instrument by recognizing and accepting the
promissory cheque.

While the main condition is to create legal transparency of the non-cash
cheque payment system's liquidity risk management, the urgency of making and
paying the cheque, and the absence of delays and any blockages from the stage
of issuing the cheque to its acceptance by the system to begin settlement and
paymentoperations. Furthermore, this Act lacks the requisite comprehensiveness
and generality in the context of implementing legal techniques of liquidity
risk management. In addition to adopting mitigation measures such as bank,
criminal, and legal enforcement assurances to control this risk, they do not
include other risk management approaches such as avoidance, assignment, or
transfer.

Furthermore, due to multiple revisions and amendments throughout
the course of a century of law, the cheque issuance Act, as a specific Act
overseeing the cheque payment system, has finally become a fragmented and
non-comprehensive group of Acts. In particular, the Central Bank's numerous
and different regulations and instructions have been authorised without regard
for the generality, comprehensiveness, and coherence of these laws, as well
as the compatibility of the legal system. As a result, re-examining and re-
reviewing the set of these law and regulations in accordance with international
payment system principles, particularly the second principle of this article, is
unavoidable.
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