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Jordan Payment And Settlement Systems

Vision and Strategic Framework 2013-2016

Central Bank of Jordan & Jordan National Payment Council
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Vision and Strategy of NPC:

As a silent revolution is taking place in the world’s entire payment system, The
Central Bank of Jordan (CBJ) , along with the National Payment Council has
embarked on a process of payment system reform to enhance the safety and
efficiency of these systems in order to reduce systemic risks, as well as mini-
mize CBJ credit risk. The CBJ has assumed a leadership role in order to coordi-
nate the necessary actions to achieve an overall upgrade of the payment
systems.

A payment system is an essential part of the financial infrastructure in a
market economy where the organization and operation of monetary, banking
and payment systems are largely determined by the needs of the market.

This document provides insights on Jordan payment systems evolution and
offers an opportunity for all stakeholders to capitalize on the gains that accrue
in terms of reduced costs, risks and increased efficiency. It is through the care-
ful implementation of the strategies outlined in this document, that Jordan
payments system will reach international standards and ensure that Jordan
maintains a lead role in the region and remains a preferred investment
destination for growth and development.

Chairman of Jordan National Payment Council
Governor of Central Bank of Jordan
Dr. Ziad Fariz
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The Vision & Mission Statement of NPC

The Vision Developing safe and efficient payment systems in Jordan up to
world class standards.

The Mission Ensuring the safety and efficiency of the national payment systems
through the interrelation of its clearing and settlement operations within a compre-
hensive legal framework to ensure financial inclusion, promoting the acceptance
and development of new payment methods and mitigating the risks.

Jision & Mission

The strategy focuses on three key strategic pillars.

The document further articulates an overview of the strategy conceptual design.
The benchmark is to focus on the present and the future payment systems needs
of the economy and the milestones for their accomplishment based on best
international standards and practices. Furthermore, the strategy also aims to
reduce the dominance of cash instrument usage and promoting “minimal”risk and
irrevocable non-cash based instruments of exchange.

Strategic Pillars

Raising the Bar and Driving
Efficiencies of SIPS &

Fair and Open Access to
Payment Systems According
to Disclosed Criteria for
Participation.

Modernize
Comprehensive

Developing Legal

Comprehensive
National Retail
Payments Strategy
and

Financial Inclusion

Framework




® Synopsis on Jordan National Payment Council

The National Payment Council was inaugurated on 7/2/1998 by H.E. the Governor of
Central Bank of Jordan Dr. Ziad Fariz. A consultative meeting was conducted for the
Chairmen and CEOs of the banks operating in Jordan. The council was formed of seven
selected banks and incubated as well as chaired by the Central Bank of Jordan.

The National Payment Council is a
collaborative body with responsibility
for ensuring that payment services
work for all those that use them in
Jordan. The Payment Council has core
objectives:

To have a strategic vision for payments
and lead the future development; to
ensure payment systems are open,
accountable and transparent; and to
ensure the operational efficiency, effec-
tiveness and integrity of payment
services in Jordan.

——

The Payment Council was re- set up in
June 2012 and currently there are 8
elected member banks for a period of 3
years and headed by the Central Bank of
Jordan. The Council also includes the CSD
as a permanent member. The council has
many tiered committees one of which
formulates the national retail payments
strategy and has 5 industry
representatives, IT Association,
Payments, Mobile Payments,
Telecommunications, and Banks. The
committees are required to report regu-
larly to the National Payment

Council.

Card

Working groups are formulated on project basis to implement the strategic plans for
the reforming and development of the payment and settlement systems.

To attain its strategic vision, the regulatory framework for the National Payment
Council is consistent with the main governance principles; integrity, transparency,
accountability, responsibility and segregation of authority.
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The Members of the National Payment Council

® The Governor of the Central Bank of Jordan/ Chairman e The Deputy Governor of the
Central Bank of Jordan/ Deputy Chairman e Arab Bank e Cairo Amman Bank e Bank of Jordan
Jordan Islamic Bank e Bank al Etihad e Arab Jordan Investment Banke Invest
Bank e Blom Bank e Securities Depository Center/ Permanent Unelected e Executive Manager
for Payment Systems Department/Secretary @
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Executive Summary

Executive Summary

The envisaged vision for the strategy (2013-2016) is to put in place a developed and
modern payment system that is effective, efficient, secure, accessible, reliable, robust,
viable and demand-driven. The kind of payment system that facilitates the flow of
money within all sectors of the economy in the face of technological advancement is a
target. This will entail having an open competitive environment with varied financial
instruments, rules and regulations available to all players in the system.

The strategy will be geared towards the exploration and development of an explicit legal
framework to support the payment systems modernization process by

introducing regulations and laws in relation to Electronic Funds Transfer, E-Banking,

E- Money Products and Payments, Clearing and Settlement Laws etc, that support the
payments' practices and agreements in order to enhance international

recognition of Jordan as a viable regional and an international financial centre.

A review of the legal and regulatory framework will support the statutory powers of CBJ
regarding payment systems. However this will ensure legal enforceability and sole
overseeing of payment service agreements and legal confidence in respect of industry
practices especially in areas of risk containment within the clearing and

settlement circuits.

The strategy is based on the Assessment & Observation on the Payment and Securities
Clearance and Settlement Systems of Jordan conducted by the World Bank, the IMF and
the AMF, and is consistent with the Principles for Financial Market Infrastructures PFMls.
The Jordan payments strategy objectives are anchored in three key strategic pillars, each
reflective of specific goals and work initiatives: Developing a Modernize
Comprehensive Legal Framework, Raising the Bar and Driving Efficiencies of SIPS & Fair
and open access to payment systems according to disclosed criteria for participation,
and developing comprehensive national retail payments strategy and financial
inclusion.

e
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The Strategic Pillars

® First Pillar:

Modernize Comprehensive Legal Framework

e Amending CBJ Law to include explicitly “Payment Systems Oversight” within the
roles and responsibilities of CBJ

e Developing “Payment, Clearing and Settlement Act” for Jordan payment systems,
harmonized with the prevailing laws.

® Developing regulatory framework for the payment systems operating in Jordan.
® Developing operating rules for the payment systems operating in Jordan.

® Developing comprehensive policies and procedures for the oversight function.
® Developing financial consumer protection law.

® Developing standardized agreements for the participants of the systems defining
the roles and responsibilities.

® Enhancing the governance and compliance of the payment service providers.

® Developing code of conduct for the payment service providers
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® Second Pillar:
Raising the Bar and Driving Efficiencies of SIPS & Fair and
Open Access

e Integrate with Global Standards

=Implementation of the new PFMIs

=Establishing oversight function

=Risk based access and participation

=Comprehensive risk management framework/ credit,
liquidity and operational risks

=Qualitative and statistical comprehensive reports with
payment systems monitoring indicators

=Technical capacity building for the staff

=Effective business continuity

=Developing high security and protection systems

=Implementing the IBAN to improve STP capabilities

® Exploring Efficiencies

=Self assessment and areas for improvement

=Stress testing/ high exposures, liquidity- multi-
currencies, intra-day facilities,.. and scenarios analysis

=Exploring interrelations and interactions among the
systems

=|dentifying opportunities to reduce costs and increase
efficiencies.

=Staff assessment

=Examining the opportunities of regional integration
with the Arab Payment Platform

=|dentifying weaknesses of violation and cyber attacks

=Examine the opportunities resulting from the
establishment of enhanced remittance data
standards
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® The Third Pillar:
Developing Comprehensive National Retail Payments
Strategy and Financial Inclusion

® Paper to Electronic Migration

= Automation for government payments and implementing e-banking.

= Acquiring and implementing ACH system.

= Acquiring and implementing mobile payment switch.

= Acquiring and implementing EBPP system.

=Developing and enhancing the ECC.

=Sponsoring the subsidy management and the subsidy payments by smart cards.
=Exploring hurdles against electronic payments and resolve them.

® Enhancing the Electronic Payments Framework

=Develop and implement regulatory and policy frameworks to support the retail
payments (POS, Mobile Payments, Electronic Bill Payments, Prepaid Cards,
E-commerce, Electronic Transfers).

= Application of PFMIs and SEPA on retail payment systems & instruments.

=Financial literacy programs.

=Financial consumer protection and transparency.

=Dispute resolution , consumer disclosure, consumer complaint mechanism and
Help desk.

e Facilitation of Emerging Electronic Payments

=Promoting cashless environments by ensuring interoperability , competition,
speed, data protection, transparency & cost affordability.

=High and strong security and authenticity levels.

=MOUs with governmental entities to promote the migration from paper-based to
electronic payments.

= Cooperation with governmental educational entities to implement financial
literacy and training programs.

=Developing a portal on CBJ website for financial consumer complaints and
transparency.

=Enhancing the links and networks among the ECC systems' participants.

_  ET3
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@ Action Plan & Strategic Projects

Project Developer End Date
® New RTGS External End 2013
® ACH External End 2013
® Mobile Payment Switch External End 2013”
® Payment Systems Oversight Internal 3“Q2013
® [ egal Framework Reform External & Internal End 2014
® Raising the Bar (PFMIs) Impl Internal End 2013
® ECC Networks External 3“Q2013
® EBBPs External & Internal End 2013
® E-Banking External 2Q 2013
® ATM & POS National Switch External End 2015
® |BAN External & Internal End 2013
® ECC Upgrade External End 2014
e National Financial Literacy Program External & Internal On Going
e Staff Assessment and Capacity SV Gl

Building
® Comprehensive Risk Management External & Internal End 2014

Framework
° IPr:;cretglration with Arab Payment External End 2015
® Review, Assessment and

Improvement for the strategy External & Internal During 2016

implementation













