Cheque Truncation Sy




- e F _ ™ — e - =~
e NS e

Payment Systems & Reserve Bank

Safe, Secure, Sound & Efficient
Payment Systems
- RBI's Mission




= —

Chéque Truncation is settlement of
clearing transactions on the basis of
Images and electronic data without the

physical movement of the Instriments.
The Clearing Chegue Is truncated at the
PIESenting bank itself.
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Reduction of Operational Risk in Banking Operations
=Clearing is-a-highly fraud prone operation

Developing Standards :
— Image standards,
-Cheque standards,
-Operating standards,

_.-Defining roles and Responsibilities
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Certification :

— for participation in CTS,

-setting up Wearehouse

Legislation:
— Amendments to NI, IT and BBE Acts.

Developmental Role:

~ - Major developments in Payment Systems Spearheaded by RBI.
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As Indicated in'the mid-term Review of October 2002,
a Working Group (Chairman: Dr. R B. Barman,
Executive Director) on chegue truncation and e-
Cheque was set up to examine various models of
cheqgue truncation and to suggest an appropriate

model.

T he Group submitted its report in July 2003
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TThe major recemmendations ofi the
Groug

ST physicalr chegUemilNE rtncated Withinithe
presenting hank: —— —

Within the presenting bank the point of truncation
could e decided by each individual member bank .
There is provision for Service Bureau models which
banks can approach for truncation. Banks can also set
up Service Bureau for capturing images and MICR

data.

Settlement will be generated on the basis of current
MICR code line data.

Electronic images will be used for payment
processing.
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The major recommendations ofi the Group
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_ Grey scale technelogy. will be deplbeygazfﬁf;-im-aging.

Images will be preserved for eight years.

A Centralised Agency per clearing location will act as
an image warehouse for the banks. Group
recommended norms for agencies to provide the

service.

Public Key Infrastructure will be deployed to protect
Images and data flow over the network.




members and nearly 2500 bank branches
spread across Delhi, Gurgaon, Noida, Greater
Noida, Faridabad, Ballabgarh, Loni,
Maharajpur, Sonepat and several such areas.

The project is unigue as It Is biggest single site
with all the three aspects of CTS included:

POD, Settlement and Archive. The challenges
efi integraen tuning.







“Cheque” - ...t Includes the electronic image

of a truncated cheque and a chegue in
electronic form.




For the purpose of this section, the expressions —

“a chegue in'the electronic form” means a chegue which
contains the exact mirror image of a paper chegue and Is
generated , written and signed in a secure system ensuring
the minimum safety standards with the use of digital

signature and asymmetric crypto system.

“a truncated chegue” means a cheque which is truncated
during the course of the clearing cycle either by the
= clearing house or by the bank whether paying orreceiving,
payment, immediately,onigenerationioi’an electronic image
e tiansmISSIon, substituting the further physical
movement of the cheque Iin writing.
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Sorting Operation
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Outwiard cheques'
MICR & images (1)

Outwiard cheques'
MICR & images (2)

! Inweard return Outward retum
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Physical cheques are archived

lHlustration 1 : Cheque Truncation System Process Flow



The rlyorid Truncation Moclel

As tne oanes in New Delnl are at differernt
T2l Cr) OJOJ/ ine mode]
l_ccomodates eH of tnerrn,
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Medla suormnission also allowed,
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Better KYC

Straight

Better Through
Auditability Processing

Manpower _ Automated

Rationalisa- Operational Payment
ation & Processing
Cost

Efficiency

econciliatio
Eliminated

Minimises
learing Fraud

oodbye to WINo Encoding
Couriers
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CTS Implementation

PBl

Request For Inforrnation sougnt frorn the various vendors in Decermnper
2003,

Fequest for Proposal sougnt frorn Vendors in June 2004,

Clrcular on Cneque Truncation to Banks issued or JI]J/ 1, 2004,
Technnical Bids of the Vendors opened on July 21, 2004, regnrngal
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uatior over,

nmerrwl Bids Opened on April 1, 2005,
f ce Site Visit over in May 2005,
otiaitions or) witr) the L1 Vendor,

ornrittee forrnecd o/ CGAto look inio tne various rules and procedures
oe amended for Govi. participation,

Internal Cornrnitiee forrned in K21 for similar purposes,
Irmeage Standards alreacdy decided,

Standardised Imeage frier J(H/ chiecue forrmat (Jesumed,
Procedural guidelines drafting group forrned. First draft alrea
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led on Septernoer 1, 2005 outlining tne role of the pariicipating



to enzole passing of
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Decide on thelr Service centre nardware configurafior)
| | iricl payrnent orocess mg needs.
ct 2 _ dress It tecr JfJOJOJ/ recjul irernernts.
T sever mornins for the project to go live, ir |
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Network all the orancnes wiin ine recuired pandwiclir)
Conneciine Crll (Clearing rlouse Inierface) or Service
Brancr with Clearing rlouse

Integraie ine Cleermg Flouse Inout witn the panik's software

to enznle szralgm nrougn grocessing.
Reerngineer iniernal processes to enaole passing of

crieques paseac I orl Irnages
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olnt of Truncation is an Internal rmatier of each
pany depending upon tneir convenience and
of tecrinology.
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RBlwould provide the software for presentation
and Recelpt or Clearing rlouse Interface only. Crll
will tallc to tne Clearing rlouse Systerr).

)

Integration of tne Crll outout witn Dani's owr)
softwere nas o pe done oy panik's inemselve:
cnoice of vendor is left to ine bank.
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Tne image and data standards would oe open and
Inier-operaple and nence Siraignt Trirougr
Processing snould pe possiole.



Crieque Trunceailon io Go Live ..

MARCH 31, 2006




Tnank You




