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\. Transfer orders and netting shall be legally enforceable and, even in the event of insolvency

proceedings against a participant, shall be binding on third parties, provided that transfer
orders were entered into a system before the moment of opening of such insolvency
proceedings as defined in Article 6(1).

Where, exceptionally, transfer orders are entered into a system after the moment of opening of
insolvency proceedings and are carried out on the day of opening of such proceedings, they
shall be legally enforceable and binding on third parties only if, after the time of settlement,
the settlement agent, the central counterparty or the clearing house can prove that they were
not aware, nor should have been aware, of the opening of such proceedings.

v. For the purpose of this Directive, the moment of opening of insolvency proceedings shall

be the moment when the relevant judicial or administrative authority handed down its
decision.
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v. No law, regulation, rule or practice on the setting aside of contracts and transactions
concluded before the moment of opening of insolvency proceedings, as defined in Article 6(1)
shall lead to unwinding of a netting.
v. Insolvency proceedings shall not have retroactive effects on the rights and obligations of a
participant arising from, or in connection with, its participation in a system earlier than the
moment of opening of such proceedings as defined in Article 6(1).
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Abstract

Proper functioning of payment systems mainly requires a legislative support
by establishment a strong and cohesive legal framework. One of the
important factors in the efficiency of these systems is the management of
legal risks, i.e. losses due to unexpected or uncertain implementation of a
law. In international payment systems, due to the presence of foreign
elements, the possibility of conflict of laws that governing these systems is
very likely, and among these, conflict of bankruptcy laws in case of
bankruptcy of one of parties, is inevitable.

Analytically-Descriptive in manner and by comparative studies, the present
research discusses various approaches of different legal systems in resolving
conflicts between bankruptcy laws and jurisdictional competences and also
considers the effects of these laws on proper functioning of payment
systems, especially those related to the principle of irrevocability of
performed payment orders and the principle of certainty and finality of
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settlement. According to the results of this study, precedence of the law
governing payment and settlement systems to bankruptcy law, establishment
of substantive statutes in support of payment systems so that the validity of
performed payment orders and settlements which had been taken place
before the commencement of insolvency proceedings and also the validity of
payment orders those, without awareness of bankruptcy order, are taken
place after opening of insolvency proceedings, would be maintained by
eliminating of provisions regarding the retroactivity effect of bankruptcy
judgments and also eliminating of any zero hour rule in relation to payment
systems; are among the most important ways to prevent the adverse effects
of bankruptcy law on proper functioning of payment systems as well as to
reduce legal risks of such systems.

Keywords: Conflict Of Laws, Payment System, Finality Of Settlement,
Bankruptcy.



