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INTRODUCTION

An encyclopedia is a comprehensive reference work that provides information on
various subjects. While there is specific "Bank Cheques Encyclopedia" as a standalone
publication, We can provide you with some general information about bank cheques.

A bank cheque, also known as a cashier's check or a bank draft, is a secure form of
payment issued by a bank on behalf of a customer. It guarantees the payment of a
specified amount of money to the recipient or payee. Bank cheques are often used for
large transactions or when a more secure form of payment is required.

Here are some key points about bank cheques:

Issuing Process: To obtain a bank cheque, you typically need to visit a bank and provide
the necessary funds to cover the cheque amount. The bank will then create a cheque
payable to the specified recipient.

Security Features: Bank cheques usually have several security features to prevent
fraud, including watermarks, special paper, security printing, and unique serial
numbers. These features make it difficult to counterfeit bank cheques.

Payee and Amount: Bank cheques are typically made payable to a specific person or
organization, known as the payee. The amount is usually written in both numbers and
words to minimize the risk of alteration.

Funds Guarantee: When a bank issues a cheque, it sets aside the specified amount from
the customer's account as a guarantee. The funds are held by the bank until the
cheque is presented for payment.

Payment Process: To cash or deposit a bank cheque, the recipient must present it to
their bank or a branch of the issuing bank. The bank verifies the authenticity of the
cheque and ensures that sufficient funds are available before processing the payment.

Expire Date: Bank cheques often have an expiration date. If the cheque is not
presented for payment within a specified period, it may become invalid, and the funds
may be returned to the account holder.

It's worth noting that banking practices and regulations may vary between countries
and financial institutions. If you require more specific information about bank cheques,
it would be advisable to consult the policies and guidelines of your local bank or
financial institution.




HISTORY

The history of Indian bank cheques dates back to the British colonial era.
During British rule, the concept of cheques was introduced in India as a
means of facilitating commercial transactions. The first cheques issued in
India were known as "hundis" and were mainly used for intercity and
interregional trade.

After India gained independence in 1947, the banking system went
through significant reforms and modernization. The Reserve Bank of India
(RBI), established in 1935, became the central bank and played a crucial
role in regulating and supervising the banking sector.

In the early years, cheques were primarily used by businesses and
individuals with bank accounts for making payments. They were typically
issued by account holders to their creditors, who could then deposit the
cheques into their own bank accounts for clearance and settlement.

Cheques in India underwent various changes and enhancements over
time to improve efficiency, security, and anti-fraud measures. The
introduction of Magnetic Ink Character Recognition (MICR) technology in
the 1980s allowed for automated processing of cheques.

In recent years, the banking sector in India has witnessed a significant
shift towards digital payments and electronic fund transfers. However,
cheques continue to be widely used, especially for high-value
transactions, legal purposes, and in rural areas where digital
infrastructure may be limited.

The advent of the National Payments Corporation of India (NPCI) and its
flagship payment system, the Unified Payments Interface (UPI), has
further transformed the payments landscape in India. UPI enables instant
bank-to-bank transfers through mobile devices, reducing reliance on
physical cheques.
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INDIAN BANK CHEQUES ENCYCLOPAEDIA

1.The banking system must be reliable and be able to
function through the emergency.

Bank branches must be willing to have a large number of
people cashing their cheques and must have sufficient
cash and staff at the branch.

The service provider (bank) has the capacity, staff and
infrastructure to accommodate beneficiaries.

Bank branches must be easily accessible and safe to
access, particularly for vulnerable groups.

There must be are a sufficient number of bank branches
so that the banks are easy to access and there is no
overcrowding or travelling very long distances.

Banks must be collaborative and willing to work together
in a partnership to deliver cash to the beneficiaries. This
includes being willing to provide cheque books in
advance, provide extra staff for cashing cheques,
providing electronic bank statements and make some
modifications to make the cash delivery run smoothly.

Beneficiaries must have official identity cards for order or
crossed cheques, though not for cash cheques.

Cheques are safe and acceptable to local authorities,
communities and other stakeholders.
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BANK GHEQUES ENCYCLOPREDIA
DESCRIPTION OF THE PAYMENT METHOD

There are three types of cheques:

Cash cheques are written for a cash payment. The
cheque can be cashed at a bank branch without requiring
any official identification. Because cheques are not

made out to an individual, these cheques are akin to

cash.

Order cheques are written for specific individuals. A
name is written on the cheque usually along with his or
her national identity card (NIC) details. They can be
cashed at a bank branch along with proof of identity.

Crossed cheques are written for the bank accounts for

specific individuals. They require the recipient to have a
bank account for the cheque to be cashed.

Cash cheque | Order cheque | crossed
cheque
Need for No Yes Yes
identification
Need for bank | N° No Yes
account
Security risks Increased Reduced Reduced
security risks | security risk. | security risk.
(akintocash.) | Fastto Potential
Speed of FﬁStGSt implement. delays and
deliver chequeto . .
y . Beneficiaries | time-
implement. .
o do not need consuming if
Beneficiaries to have bank | beneficiar;
do not need o have ban eneficiaries
bank accounts. have no pre-
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BANK CHEQUES ENCYCLOPREDIA
DESCRIPTION OF THE PAYMENT METHOD

accounts. Names need existing bank

Names do not to be written accounts.

need to be on the Bank

written on the cheques accounts

cheque. would need
to be set up
for each
beneficiary.

Features of Cheques

Elements of the Features of Cheques

Payment Process

Creation of
database

Method of
identification and
authentication

A paper-based or electronic database can be

used. If fast set-up is required, then a paper-
based database can be used. However, this
makes it more difficult to check for
duplication. Data also needs to be eventually
entered to the database for reconciliation.
No official identification is needed for cash
cheques. However, official identification
cards are usually needed for order cheques or
crossed cheques. This also provides a basis
for authentication at the PoP, and assuring
that beneficiaries are not duplicated.

There is potential to negotiate with banks for

using NGO identity cards. However, this

might not succeed due to legal requirements
in each country and “know your customers”
policies.

The actual cheques need to be authenticated
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BANK GHEQUES ENCYCLOPREDIA
DESCRIPTION OF THE PAYMENT METHOD

Currency at the banks to ensure that they are not copies.
Point of Payment Cash

(PoP) Bank branch

Reporting and

reconciliations Easy reporting and reconciliation if an

electronic database (such as Excel) is used.
Records need to be kept for cheques that are
lost, cancelled, unclaimed or un-cashed.

A brief session is required with beneficiaries
to explain what the cash is for, how much is
being provided, how to cash the cheque and
the location of the bank branch.

Prqm_otion, Another session is necessary with the bank
trammg,- ) mangers & staff on the programme
communication, objectives, who the beneficiaries are, and

customer support what is expected of them.

ADVANTAGES AND DISADVANTAGES
| ADVANTAGES _____ DISADVANTAGES _|

Timing, Fast to get up and Arrangements with
preparedness runninginan banks need to be made
and emergency, compared  prior to starting
partnerships  to phone banking or programme.

smart cards.

In-principle

agreements can be
made with banks as
part of preparedness.
Canbeoperatedona

Scale, l ccale if needed Unlike phone banking or
flexibility and Caarﬁiosr?ﬁrsule 2§?O§ " ATM cards, cheques
resilience g need to be distributed
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BANK GCHEQUES ENCYCLOPREDIA
DESCRIPTION OF THE PAYMENT METHOD

as banks are for each instalment.
Costs functioning.
Payment levels can be
varied as cheques are
written. Cheque writing and
Often a low-cost signing is labour
payment method, as intensive, time
no equipment is consuming and
required and charges repetitive. Some banks
are often low for are able to prepare
cheques. printed cheques if
beneficiary lists are
provided.
Depending on location
of bank branch, there
may be costs (time and
money) to beneficiary in
travelling to bank and
waiting at bank.
If repeated payments
are required, there is
the cost (time and
money) of repeated
distributions of cheques.
Staff or volunteers need
to be situated at the
bank branches for crowd
control and helping
beneficiaries.
Vulnerable No literacyor Official forms of
numeracy is required identification are
groups ;
for cashing a cheque. needed for order or
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BANK CHEQUES ENCYCLOPREDIA
DESCRIPTION OF THE PAYMENT METHOD

Urban versus

No exclusion for
vulnerable groups who
are less likely to be
literate or numerate.

crossed cheques,
therefore may exclude
certain vulnerable
groups such as children,
women and the elderly.
Certain groups (women,
elderly, and chronically
ill) may not be
sufficiently mobile to go
to the bank unassisted.

rural

Likely to be easy for
urban beneficiaries to
access, as it is more
likely to be nearby
branches.

More difficult for rural
beneficiaries to access if
there are no nearby
branches. Depending

on distance to the
branch or cost / time to
travel there, it can make
this inaccessible.

QUICK TIPS

Conduct a quick assessment of the banks to understand
their capacity to scale up. E.g., How many customers do
they typically serve each day? Are they able to cope with
the quantities of cash being considered? How does the
public perceive banks? Are there any other organisations
working with the banks?

Ensure that relationship with the bank is maintained, and

that you understand the motivations that the bank has.
Several tips on how to work with the bank:

- Agree on how many customers they are willing

to serve each day (e.g., 300 beneficiaries each
day) and stay within that limit.
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BANK GHEQUES ENCYCLOPREDIA
DESCRIPTION OF THE PAYMENT METHOD

- Make sure that cheque books are available a few
days in advance so that the cheques can be
written.

- Stagger the distributions over several days and
hours.
- Provide staff or volunteers at the bank to help
with communication and crowd control.
- Provide waiting areas for beneficiaries and set

aside special waiting areas for women and
elderly people.

- If possible, arrange extra points for cashing
cheques, particularly at a point nearer to the
beneficiaries.

- If possible, arrange for a space for cheques to be
provided to beneficiaries at the branch. This
cuts down on lag time between receiving the
cheque and cashing it. It also minimises the

number of uncashed cheques.

- Agree on how the bank will report on the
payments that are made (preferably using a
spreadsheet for easy reconciliation).

- Work closely with finance team to ensure
smooth implementation, policy and
accountability.

If official identification is needed, make special

arrangements for those who do not have
identitication

such as beneficiaries appointing an authorised

trusted

relative or friend. Altern?tively, make
arrangements for

bank to accept NGO ID cards.
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BANK CHEQUES ENCYCLOPREDIA
DESCRIPTION OF THE PAYMENT METHOD

« Provide special instructions to the bank to only accept
cheques from the actual beneficiary and of the
specified grant size (e.g., only cheques worth $50) to
minimise risk of fraud or theft of cheques. Agree on
what verification is needed for beneficiaries at the PoP.

e To minimise the risk of fraud, two signatories should be
required for each cheque. If a large number of cheques
are to be signed, ensure that the cheque signing is
feasible.

Ensure that there is appropriate reconciliation of the

e cheques, including cheques prepared versus distributed
(unclaimed cheques) and cheques that are distributed
versus cashed (un-cashed cheques). Determine reasons
why there are unclaimed and un-cashed cheques.

EXAMPLES OF THIS PRYMENT METHOD
BEING USED

e Mercy Corps used pre-printed crossed cheques for
payment in the Pakistan flood response in 2010. The
partner bank pre-printed the cheques, reducing the need
for Mercy Corps staff to write them.

e Oxfam GB used hand-written order cheques for payment
of over 25,000 beneficiary households in the Pakistan
flood response. The partner bank was Muslim
Commercial Bank, and special arrangements were made
for receiving a large number of beneficiaries in the first
phase of the response. Where beneficiaries had no NICs,
they authorised a relative or trusted friend to receive the
cheque on their behalf.
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BANK GHEQUES ENCYCLOPREDIA
DESCRIPTION OF THE PAYMENT METHOD

IFRC used cheques to support shelter and livelihoods
needs in the Caribbean after hurricanes and tropical
storms devastated the region in 2008.

ALTERNATIVES TO THIS PAYMENT

THOD

Direct cash can be used as an alternative to cash
cheques.
Following an initial first phase of using cheques, a

relationship can be developed with the bank to provide
ATM cards linked to bank accounts.

RESOURCES AND FURTHER READING

CalLP (2010) Delivering Money: Cash Transfer Mechanisms in
Emergencies

Harvey, P. and Bailey, S (2011) Good Practice Review 11: Cash
Transfer Programming in Emergencies, (ODI/CaLP).

Sphere Project (2011) Humanitarian Charter and Minimum
Standards in Humanitarian Response.
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