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FOREWORD 

 

The Central Bank of the Republic of Kosovo (CBK) recognizes the importance of a 

strategic approach to the development of the national payment system (NPS) and 

therefore has prepared the Vision of the Future National Payments System (the 

Vision) and the Action Plan for Implementation of the National Payment System 

Vision (the Action Plan).  These two documents articulate the strategy for the 

development of the NPS in the Republic of Kosovo.  The Vision provides general 

information on the current NPS, defines the payment system strategy and outlines the 

planned future state of the Kosovo NPS in terms of its specific elements.  Throughout 

its content, the internationally-accepted principles and practices are highlighted and 

elaborated from the perspective of specific circumstances in Kosovo.  The Action 

Plan is complementary to the Vision and contains practical details on the execution of 

individual development projects that are required to achieve the envisioned NPS.  

 

This document sets out the Vision.  Its preparation has been led by the CBK, but it has 

been carried out with extensive and ongoing consultation across the sector and with 

all affected stakeholders.  Also, continuing contribution provided by the World Bank 

technical assistance missions has been significant. 
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I. EXECUTIVE SUMMARY 

The national payments system (NPS) of a country encompasses everything that is 

concerned with the movement of money from payer to payee, covering all phases of 

payment from initial offer of a payment instrument to final settlement. In the words of 

the Committee on Payment and Settlement Systems (CPSS) / the Bank for 

International Settlements (BIS)
1
: 

 

“It includes a country’s entire matrix of institutional and infrastructure arrangements 

and processes for initiating and transferring monetary claims in the form of 

commercial bank and central bank liabilities.... The main elements of a national 

payment system include: 

 payment instruments used to initiate and direct the transfer of funds between the 

accounts of payers and payees at financial institutions; 

 payment infrastructures for transacting and clearing payment instruments, 

processing and communicating payment information, and transferring the funds 

between the paying and receiving institutions; 

 financial institutions that provide payment accounts, instruments and services to 

consumers, and businesses and organisations that operate payment transaction, 

clearing and settlement service networks for those financial institutions; 

 market arrangements such as conventions, regulations and contracts for 

producing, pricing, delivering and acquiring the various payment instruments and 

services; 

 laws, standards, rules and procedures set by legislators, courts and regulators 

that define and govern the mechanics of the payment transfer process and the 

conduct of payment service markets.” 

 

In pursuance of the objectives and specific powers ascribed to it in the Law on the 

Central Bank of the Republic of Kosovo, the CBK has embarked on a strategic project 

to modernise the Kosovo NPS, with the objective of bringing it into line with 

international best practice. The project is well supported in the Kosovo financial 

community, where there is in general a strong desire and support for the development 

of a coherent, efficient, safe, convenient and integrated NPS, in recognition of the 

potential to stimulate growth in the economy and to promote regional and 

international integration. The financial community is also keen for the CBK to take 

the lead in NPS development. The strategy for development of the NPS is articulated 

in two documents, namely: (i) this Vision of the Future National Payments System 

(the Vision); and (ii) the Action Plan for Implementation of the National Payment 

System Vision (the Action Plan). The latter document is complementary to this 

Vision. 

 

This Vision contains three main parts in addition to this Executive Summary (Part I): 

 

                                                 
1
 CPSS/BIS 2006: General guidance for national payment system development 
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 Part II (Introduction and Background) provides an overview of the present 

payments system environment in Kosovo, including relevant statistics, as the basis 

for the development of the Vision. It covers all aspects of the present environment, 

including the institutions, legal environment, payment instruments, clearing and 

settlement arrangements, government transactions and, finally, plans for 

introduction of government securities.  

 

 Part III (Defining a Payment System Strategy) sets out the CBK‟s strategic 

approach to NPS development. 

 

 Part IV (Pillars of the Payments System Vision) outlines the planned future state 

of the Kosovo NPS in terms of nine pillars which together fully cover all elements 

of the NPS. For each of the nine pillars, Part IV briefly describes the principles on 

which the pillar is based, and outlines the desired future state of the Kosovo NPS 

in the context of that particular pillar. 

 

To achieve the Vision will require the execution of a number of individual 

development projects. These are described in terms of each pillar in the separate but 

related Action Plan, which contains practical details of each project.  

 

The nine pillars are as follows: 

 

Pillar I: Legal Framework 

 

The CBK will ensure that the NPS is fully supported by a robust and sound legal 

framework, and to this end it has initiated a programme to examine current legislation 

and regulations with a view to developing and enacting any new or revised legislation 

that may be needed. 

 

Pillar II: Large-Value and Time-Critical Payments 

 

Systems to process large-value and time-critical payments are the most significant 

component of the NPS. They are defined as systemically important payment systems 

(SIPS), because they are able to generate and transmit disturbances of a systemic 

nature to the financial sector. At present these payments are handled as priority 

payments in the CBK‟s Electronic Interbank Clearing System (EICS), which presents 

certain elements of risk, mainly because settlement of these payments is not carried 

out in real time. 

 

It is important to put in place an appropriate system for clearing and settling large-

value and time-critical payments. The CBK therefore intends to acquire and 

implement a modern real time gross settlement (RTGS) facility within the CBK-

operated overall payments system, which is intended to represent the backbone of the 

NPS in Kosovo and will replace the existing clearing and settlement arrangements for 

priority payments in EICS. The RTGS system will be integrated safely and efficiently 

with straight through processing with other systems, including both the in-house 

systems operated by commercial banks and any other systems for clearing retail 

payments (including EICS if it is decided to continue using it – see Pillar III). 
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Appropriate interfaces will be implemented to achieve this. The RTGS system will 

also be tightly integrated with all future securities settlement systems to achieve 

Delivery versus Payment (DvP), and with interbank market systems to achieve 

Payment versus Payment (PvP). 

 

Pillar III: Retail Payment Systems 

 

All electronic interbank payments are currently cleared through the EICS system 

mentioned above, which handles priority (large-value, time-critical) payments, 

individual payments (direct credits), mass payments, Kos-Giro payments and direct 

debits (which are currently in trial mode only). EICS is accepted as providing a 

satisfactory level of functionality and service to the Kosovo payments community at 

the present time. As part of the project to introduce an RTGS system, the CBK will 

evaluate whether to retain EICS or to replace it with integrated retail payments 

functionality which may be provided within the RTGS software package and which 

will offer at least equivalent functionality to EICS. 

 

The current arrangements for capturing and clearing card-based (debit and credit) 

payment transactions are unsatisfactory in that each bank operates its own network of 

ATMs and POS terminals, with no domestically-arranged interoperability. Settlement 

of domestic card transactions is carried out to a large extent through international 

circuits. The CBK will play a catalyst role for the implementation of a national 

interbank card switch to provide the required interoperable functionality, operated on 

an impartial and non-discriminatory basis by the banking sector and with required 

participation by all card issuers. This will be linked to the RTGS system for settlement 

of domestic card transactions. 

 

Pillar IV: Government Transactions 

 

Government transactions (both payments and revenue receipts) are processed through 

EICS. The present arrangements are generally satisfactory, but some improvements 

are foreseen. These include implementing a direct electronic connection between the 

Treasury Department of the Ministry of Economy and Finance (Treasury) and the 

CBK for automatic submission of payment orders, and the establishment of a joint 

working group to evaluate ways of improving efficiency and convenience of revenue 

collections. In the medium term, the Ministry of Public Services (MPS) plans to 

develop a “one-stop” electronic payments portal to enable citizens and organisations 

to make payments of all kinds to the government. The CBK will collaborate with the 

MPS as needed. 

 

Pillar V: Securities Depository, Clearance and Settlement 

 

At present the government does not issue any securities, but is in process of planning 

to do so, commencing probably in early to mid-2011 with short-term treasury bills. 

The Treasury is initiating activities necessary to prepare for the introduction of 

government debt instruments. The CBK will acquire and install a computer-based 

Central Securities Depository (CSD) system to provide the necessary functionality to 

support the Treasury and its domestic debt operations. This will be interfaced with an 
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auction system for primary market (securities issuing) operations, and will also be 

tightly-coupled with the RTGS system (see Pillar II) for the purposes of (i) 

implementing DvP operation for the settlement of all securities transactions and (ii) 

supporting (collateralising) the CBK‟s intraday liquidity support operations in the 

RTGS system. 

 

In order to reduce the potential for confusion during the delicate introductory period 

for domestic debt instruments, the CBK will develop a rigorous regulatory and 

oversight framework for the securities depository and settlement systems. This will be 

done via consultation with other stakeholders. 

 

Pillar VI: Money Markets 

 

At present there is no developed interbank money market, and any arrangements that 

are made are carried out on a bilateral and/or over the counter (OTC) basis. In the 

medium term, the CBK will seek to establish a contemporary interbank money market 

in Kosovo, which will serve as an important element for liquidity management. In 

both short and medium terms the CBK will adopt the necessary measures to 

strengthen the interbank money market. 

 

Pillar VII: International Remittances 

 

Migrant remittances constitute a significant element of the national revenue, but their 

nature or payment patterns have to be examined further. In the immediate term the 

CBK will undertake a stock-taking exercise vis-à-vis the CPSS/World Bank General 

Principles for International Remittance Services, and will identify in detail the 

specific actions to be taken with regard to already existing and planned payment 

systems in Kosovo. A major goal will be to promote the most efficient use possible of 

the envisaged payment infrastructure in Kosovo, including that of banking and non-

banking institutions.  

 

The CBK will ensure that the regulatory perspective covers payment system issues, in 

particular efficiency, transparency and risk management in addition to „traditional‟ 

issues of balance of payments and money laundering. Eventually, in co-ordination 

with other authorities, it will decide whether new regulations are necessary to foster a 

safe and efficient provision of services in this area and to protect customers. 

 

Pillar VIII: Oversight 

 

The CBK intends to exercise effectively the function of payment system oversight in 

Kosovo in accordance with the specific powers already assigned in the Law on the 

Central Bank of the Republic of Kosovo. To this end it will establish an oversight unit 

whose functions will be to: (i) ensure that an adequate degree of participant co-

operation exists; (ii) verify that individual payment systems satisfy user needs as well 

as risk and efficiency requirements; (iii) define and implement appropriate actions 

should participants not comply with published rules and regulations; and (iv) collect 

and distribute relevant statistical information. 
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Pillar IX: Co-operation 

 

Effective co-operation among market participants, between regulators and market 

participants and among regulators is essential for the development of a sound and 

efficient payment system. In particular, the cross-cutting element that characterises 

the transfer of money and the systemic nature of the underlying operating procedures 

make the payments system an “institution” whose existence and smooth functioning 

require effective co-operation between participants.  

 

In order to foster a high level of co-operation among stakeholders, a National 

Payments Council (NPC) will be created in Kosovo under the leadership of the CBK. 

This body is intended to include chief executive officers of all commercial banks and 

other major stakeholders with an interest in payments and securities clearance and 

settlement systems improvements, and it will be an extremely useful tool also to 

secure constructive discussion among them. 
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II. INTRODUCTION AND BACKGROUND 

 

The payments system framework in Kosovo is relatively well-developed in 

comparison to many economies of similar scale. This reflects both the past experience 

and the efforts that have been made since 1999, both under the UNMIK 

administration and further since independence, to build a market-based financial 

sector and to develop autonomous and domestically-appropriate institutions and 

procedures. Nevertheless, certain weaknesses and areas for further development of a 

modern and low-cost payment infrastructure were identified in the report of an IMF 

mission dated October 2006: 

 

1. The small size of the country which reduces economies of scale (this is an 

endogenous factor about which nothing can, of course, be done directly); 

2. Lack of substantial co-operation in the banking sector; 

3. Limited competition in the banking industry which has led to slow 

development of services and competitive fee structures; 

4. The relatively low priority given by the banking sector to develop attractive 

services and products for the lower and middle income classes; 

5. The lack of a strategic plan for development of the infrastructure; 

6. The absence of a platform to discuss the strategic plan with all relevant 

stakeholders. 

 

In addition, while bank statistics indicate that most members of the adult population 

have bank accounts, the great majority of payment transactions are still made using 

cash. These include semi-electronic payments made using Kos-Giro, which are used 

extensively for utility payments but which are usually paid for in cash. Bank accounts 

appear to be predominantly used for the withdrawal of cash to make payments rather 

than for fully-electronic payments. Cheques are not used at all, other than on a very 

limited intrabank basis. There are also elements of risk, particularly settlement risk 

and systemic risk, inherent in the present arrangements for clearing and settling both 

large value payments and card transactions. 

 

It may also be mentioned here that there is currently (early 2009) a good level of 

liquidity in the economy. The Government of the Republic of Kosovo has substantial 

surplus funds, most of which are invested through the CBK in money market 

instruments in EU countries. Likewise, most banks have healthy reserves, which again 

are mostly invested internationally, often through foreign parent institutions. There is 

a concern in a number of quarters that the current favourable liquidity situation is not 

being put to sufficient use to develop the economy, but that funds are simply invested 

in what are seen to be safe international vehicles. This is an indication of the 

underdeveloped state of national financial markets, and both the Treasury and the 

CBK are keen to address this situation. 
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In order to address the above and other concerns, and to establish a sound and 

coherent platform for future developments, the CBK has decided to adopt a strategic 

approach to the development of the NPS. This document contains the Vision that has 

been produced in accordance with the strategic approach, as described in Section III. 

The rest of this section II provides an overview of the existing state of the NPS as at 

the beginning of 2009. 

 

INSTITUTIONAL AND MARKET STRUCTURE 

Central Bank of the Republic of Kosovo (CBK) 

Following Kosovo‟s declaration of independence on 17 February 2008, the CBK was 

established under the Law No. 03/L-074 On the Central Bank of the Republic of 

Kosovo as an independent institution reporting to the Assembly of the Republic of 

Kosovo. It is the successor to the Central Banking Authority of Kosovo (CBAK), 

which itself was established under UNMIK Regulation 2006/47, dated 24 August 

2006, as the successor to the Banking and Payment Authority of Kosovo (BPK). The 

CBK is headed by the Governor, who is responsible to a Governing Board. Reporting 

to the Governor are two Deputy Governors responsible respectively for supervision of 

financial institutions and central banking functions, and an Inspector General who is 

responsible to the Audit Committee under the Governing Board. 

 

In the central bank law the principal objectives of the CBK are stated as being to: 

 

“a) foster the soundness, solvency and efficient functioning of a stable market-based 

financial system, encouraging market emergence of safe financial instruments; and  

 

b) without prejudice to this, support the general economic policies in Kosovo with a 

view to contributing to an efficient allocation of resources in accordance with the 

principle of an open market economy.” 

 

With regard to payment systems, the law gives the CBK specific powers: 

 

“to formulate and implement measures for, and oversee and regulate, payments and 

settlement systems for transactions in domestic and foreign currency in Kosovo,”  

and 

“to own and operate one or more payments systems”. 

 

The CBK also has the power to license, supervise and regulate all financial 

institutions. These include banks, microfinance companies, insurance companies, 

money transfer operators, investment companies, foreign exchange dealers, broker-

dealers and mutual funds. There is no other regulator or supervisory agency in the 

financial sector. 

 

Within the CBK the Interbank Payment Systems Directorate is primarily responsible 

for operating the EICS which is a hybrid interbank payment system handling a range 

of payment instruments including time-critical (priority) payments. EICS is described 
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in detail in a later section. The directorate is also tasked with further developing EICS 

and introducing new systems and instruments as needed by payment stakeholders. 

According to the CBK‟s Business Plan for 2007-2009, the main objectives of the 

directorate are to: 

 

 “foster the development of interbank payment systems in order to…increase 

the scope of the services available to the payment community”; and to 

 “promote the use of non-cash bank payments over cash payments”.  

 

Specific tasks of the directorate laid down in this business plan include formulating a 

payments strategy and establishing a payments body for advisory and co-ordination 

purposes. 

 

Credit Registry of Kosovo (CRK) 

The CBK operates a credit registry system – Credit Registry of Kosovo (CRK) – 

which was developed domestically and went live in January 2006. All commercial 

banks and other credit providing institutions are members of CRK. It is mandatory for 

institutions to report all credit agreements to the CRK. Information is only reported on 

credits granted, rather than applications for credit.  Individual credit reports may be 

obtained by both credit providing institutions and credit subjects (borrowers). 

 

Banking Sector 

Eight banks are currently licensed by the CBK, of which two are domestically-owned 

and six are foreign-owned.  

 

The following table shows basic details of the currently licensed and operational 

banks. 

Bank Abbrev. Ownership No. of branches & 

sub-branches 

Banka për Business BpB Domestic 38 

Banka Ekonomike BE  Domestic 36 

Banka Kombetare Tregtare BKT Albanian 10 

Komercijalna Banka KB Serbian 8 

Nova Ljubljanska Banka NLB Slovenian 70 

ProCredit Bank PCB German 59 

Raiffeisen Bank RBKO Austrian 50 

Turk Ekonomik Bank (joint 

venture with BNP Paribas) 

TEB Turkish-French 17 

Source: CBK 
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In the third quarter of 2008, the total number of bank accounts, including current, 

savings, and deposit accounts, held at all banks was 1,134,865
2
. This equates to 

approximately half the total population of Kosovo, which would indicate that a 

substantial majority at least of the adult population has a bank account. The high 

number of accounts is at least partly accounted for by the fact that all government 

salaries, pensions and social welfare payments are made only to bank accounts. 

However, most bank accounts appear to be used only for the withdrawal of cash, 

which is still used for the great majority of payment transactions (see under „Payment 

Instruments‟ below). 

 

To facilitate the operation of the EICS (see below) and, in general, the processing of 

payment orders, the numbering of bank accounts was standardised in 2002. 

Information on the formation of these account numbers can be found on the CBK‟s 

website
3
. 

 

Kosovo Bankers’ Association (KBA) 

The KBA was established in 2003. It acts as the voice of the banking sector and as a 

forum where the banks can debate issues prior to discussing them with the CBK. It 

also carries out a substantial training programme.  

 

Microfinance Institutions 

The microfinance industry started in 1999 as an economic development project. There 

are 14 microfinance institutions (MFIs), of which the largest nine are members of the 

Association of Microfinance Institutions of Kosovo (AMIK). The nine AMIK 

members have a total portfolio of approximately €80 million, while the remaining 

four have a total of only around €500,000. Under the UNMIK Regulation 2008/28 On 

the Registration, Licensing, Supervision and Regulation of Micro-Finance 

Institutions, all MFIs are licensed by the CBK as either Non-Government 

Organisations (NGOs) or companies. With one exception MFIs are licensed as NGOs, 

and nearly all have international NGOs (aid organisations) as parents. Five MFIs are 

currently in process of applying to the CBK to be licensed as deposit-taking 

institutions.  

 

The members of AMIK have a total of approximately 50,000 clients, nearly all of 

whom are in rural areas. Loan ceilings vary from less than €100 to €80,000 according 

to institution and loan type. Loans are generally disbursed in the form of (intrabank) 

cheques drawn on the MFI‟s bank and encashed directly by the client. Loan 

repayments are all made to MFIs‟ bank accounts, nearly all in cash. Many MFIs are 

interested in exploring more convenient and efficient, and less costly, methods of 

collecting repayments. 

 

                                                 
2
 Source: CBK website ( http://www.bqk-kos.org/ICS/Quartal.pdf) 

3
 see http://www.bqk-kos.org/english/ICS.htm 

http://www.bqk-kos.org/ICS/Quartal.pdf
http://www.bqk-kos.org/english/ICS.htm
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Insurance Companies 

There are currently ten insurance companies licensed and operating. Although they 

offer a range of products, 90% of the market is currently in third party liability (TPL) 

motor vehicle insurance, of which there are some 220,000 policies generating annual 

premium revenue of about €30 million. Premiums are paid annually in bank accounts, 

all by Kos-Giro. Only one company is licensed to offer life insurance at present. All 

of the insurance companies use computer software developed domestically. They have 

established the Insurance Association of Kosovo (IAK).   

 

Money Transfer Operators 

Inward remittances form a significant percentage of the national income, estimated to 

be well in excess of €500 million per annum. As in many countries, the size, 

breakdown and topology of the money transfer business is not yet completely 

understood. Some research has been carried out into the sector
4
, which indicates that 

some 35% of remittances are sent via money transfer operators. A further almost 50% 

of remittances are sent through informal channels, and the rest through banks and 

travel agencies. Microfinance institutions believe that a substantial amount of the 

money used for repayment of micro-loans comes from migrant remittances. The 

World Bank Office in Pristina is currently supporting a preliminary investigation into 

some aspects of the migration issues related to remittances. 

 

Other Financial Institutions 

There are currently seven non-banking financial institutions operating in Kosovo. 

Non-banking financial institutions provide various financial services. Their operations 

range from lending to operational and financial leasing. 

 

There are also 21 exchange bureaus operating in Kosovo. These institutions allow 

customers to exchange one currency for another. They charge a commission for the 

currency exchange service. 

 

LEGAL ENVIRONMENT 

The Kosovo legal framework is shaped by regulations introduced by the United 

Nations Interim Administration Mission in Kosovo (UNMIK) which administered 

Kosovo until the declaration of independence in February 2008. Since that time a 

number of the UNMIK regulations have been replaced by laws adopted by the 

Assembly of the Republic of Kosovo. An example is the Law on the Central Bank of 

the Republic of Kosovo, which replaced UNMIK Regulation 2006/47 on the Central 

Banking Authority of Kosovo. Unless they have been replaced or rescinded, however, 

the UNMIK regulations remain in force.  

 

                                                 
4
 Determinants of Remittances: The Case of Kosovo – S. Havolli, CBK, 2008 

http://www.businessdictionary.com/definition/consumer.html
http://www.businessdictionary.com/definition/exchange.html
http://www.businessdictionary.com/definition/currency.html
http://www.businessdictionary.com/definition/commission.html
http://www.businessdictionary.com/definition/final-good-service.html


 

 

 

CENTRAL BANK OF THE REPUBLIC OF KOSOVO                                                                VISION OF THE FUTURE NATIONAL PAYMENTS SYSTEM 

 

12 

Current Laws and Regulations 

So far as payment systems are concerned, the following laws and regulations apply:  

 

1. Law No. 03/L-074 on the Central Bank of the Republic of Kosovo. Provisions of 

this law relating to the NPS were described above. 

  

2. UNMIK Regulation 2001/26 on Payment Transactions. This is the only regulation 

(law) directly covering the NPS. Its provisions include: the definition of a 

payment order; the duties of payers and recipients and their banks; rules for 

interbank settlement; rules for debit transfers; provisions for liability, damages and 

restitution; rules for use of third-party processors; and special provisions 

concerning bank accounts in payment transactions. 

  

3. CBK Banking Rule No. XVIII on Clearing and Operation of Settlement Accounts. 

This rule, which predates the adoption of the euro, governs the use of commercial 

banks‟ settlement accounts at the CBK, including a clause confirming the finality, 

irreversibility and irrevocability of transactions on settlement accounts. It also 

recognises the special case of priority payments, which this rule requires the CBK 

to post to recipient settlement accounts on receipt. 

 

4. Law No. 02/L-23 on the Information Society Services. This law provides legality 

to, and defines the scope of, electronic commerce. It is based on the UNCITRAL 

Model Law on electronic transactions. The definition of “electronic payment” in 

this law is confined to payments made using cards “incorporating a magnetic strip, 

microcircuit or biometric key”. 

 

5. The Treasury Department of the Ministry of Finance and Economy has a draft 

Debt Law under preparation. This will provide the legal basis for the Government 

issuing securities. It is expected to be finalised and enacted during 2009. 

 

6. The Ministry of Trade and Industry is developing a law on electronic signatures. 

 

It is recognised that, collectively, the above are not fully adequate to support a 

modern, cost-effective, efficient, secure and integrated NPS. The CBK intends to 

undertake a comprehensive review of the legal environment, with a view to 

developing and enacting new and/or revised legislation necessary to bring the Kosovo 

NPS into line with European and international best practice. 

 

SWIFT Codes 

There is as yet no internationally-recognised two-letter country code for Kosovo (as 

contained in the standard ISO 3166), which makes impossible standard access to 

SWIFT system by national financial institutions. At present banks operating in 

Kosovo have to obtain SWIFT access via arrangements with institutions in other 

jurisdictions. It is hoped that Kosovo‟s admission to membership of the international 

financial institutions assist in resolving this issue.  
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PAYMENT INSTRUMENTS 

Cash 

The currency used in Kosovo is the euro. The CBK is tasked by the central bank law 

“to ensure an adequate supply of bank notes and coins for the settlement of cash 

transactions”, which it does by providing cash withdrawal and deposit facilities for its 

customers, mainly banks, and by shipping notes and coins from and to the euro area. 

There is an overall net surplus of cash, particularly in the summer and end-of-year 

holiday seasons when emigrants visit Kosovo, bringing money with them. As a result, 

the CBK exports more cash than it imports. The main requirement for importation of 

cash is in the form of small denomination notes, particularly for use in ATMs, as these 

notes quickly become soiled.  

 

The payments system of Kosovo is characterised by a continuing high reliance on 

cash among the population. With the exception of Kos-Giro payments (which are in 

any case mainly paid for in cash), the majority of interbank payments made through 

the Electronic Interbank Clearing System (EICS) are initiated by government or 

commercial entities.  

 

Cheques 

Cheques are not used as an instrument for interbank payment. However, a number of 

banks do issue so-called „cheques‟ which are used only on an intrabank basis. For 

example, microfinance loans are generally disbursed via such cheques. Although they 

are mentioned in the central bank law, there is no specific legislation covering 

cheques/negotiable instruments, nor is there any intention or actual need to introduce 

interbank cheques at any time. 

 

Electronic Instruments 

Other than cards (see below), four electronic payment instruments are in current use. 

In addition, a fifth instrument (direct debit) is introduced in trial mode by a small 

number of institutions. All of these instruments are cleared through the EICS. They 

are described in the following paragraphs. 

 

Priority Payments 

These are payments which can be submitted at any time during the EICS operating 

day and which are required to be cleared immediately by EICS on a gross basis, and 

in any case within 15 minutes of submission. They can be either individual or mass 

payments (see below). The priority payments are posted to commercial banks‟ 

settlement accounts after the next clearing run following their submission and 

clearance, because there is no fully-automated electronic interface between EICS and 

the CBK‟s core banking system. The delayed settlement process for priority payments 
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represents an element of both settlement and systemic risk although at the present 

time the high level of liquidity in the economy reduces the actual risk level. 

 

The volume of priority payments is low but they represent a significant percentage of 

payments by value. They are mainly urgent commercial payments, and can be 

considered as analogous to large value payments, as defined by the BIS/CPSS.  

 

 

 

Individual Payments 

As the name says, these are single credit transfers which are typically initiated at a 

bank branch by the payer‟s completing a paper payment order which is then input to 

the bank‟s core banking system and subsequently forwarded to EICS for clearing. The 

payer either pays in cash or authorises a deduction from his/her bank account. This 

instrument is generally analogous to a credit transfer, as defined by the BIS/CPSS. 

 

Mass Payments  

These can be used for either one-to-many payments (for example payment of salaries) 

or many-to-one (which are primarily used for consolidation of government tax and 

customs revenues before being forwarded to the CBK by commercial banks). During 

each clearing run, EICS breaks down the one-to-many payments, and consolidates the 

many-to-one payments, into individual payments which are then cleared. Mass 

payments are nearly all made by, or to, government organisations. The CBK wishes to 

encourage the private sector to use them more, for example for the payment of salaries.  

 

Kos-Giro 

This facility was introduced in 2005 as a way for consumers to pay bills. Under the 

system, billers such as utility companies include a standardised payment form at the 

foot of the bills they send to their consumers. This payment form contains payment 

details in a barcode which is scanned when the consumer presents the bill for payment 

at any bank office. The payment details are captured and forwarded via the 

commercial bank‟s core banking system to EICS, and either the payer pays in cash or 

their account is debited (if the payer has a bank account and the form is presented at 

the payer‟s bank). This is another form of individual credit transfer. Through it, the 

customer does not pre-authorise the bank to debit his or her account for recurrent 

payments. The usage of Kos-Giro has shown a steady increase since its introduction, 

with the monthly volume of payments increasing more than threefold during the 

course of 2008. Usage by customers of the electricity utility (KEK) doubled between 

July and December 2008. Almost all payments to the Customs, which adopted Kos-

Giro in June 2007, are now made by Kos-Giro.  
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Direct Debit 

EICS has recently been extended to offer a direct debit facility. It is being trialled 

during 2009 by KEK in the first instance. 

 

Cards 

Banks issue their own cards (many of which are Visa and/or MasterCard branded) and 

operate their own networks for Automated Teller Machines (ATMs) and Point of Sale 

(POS) terminals. Not all banks operate POS networks. As can be seen from the 

following data (showing the relevant statistics for the second quarter of 2009) the 

penetration of card usage is still shallow: 

 

 No. installed No. of transactions 

(through domestic 

accounts) 

Total value of transactions 

(€) 

POS terminals 4,612 275,380 12,495,847 

ATMs 282 1,510,123 118,018,411 

    

Number of issued 

debit cards  

302,689 Number of issued 

Credit cards 

20,374 

       Source: CBK  

 

The number of installed POS terminals is also somewhat misleading, as many retail 

outlets have POS terminals from several banks. The installation of multiple terminals 

in a single outlet is necessary because there is no national electronic interbank card 

switch and clearing house and thus no special domestic interoperability arrangement 

between different banks‟ networks (it should also be noted that the same applies to 

ATMs). Each bank captures its card transactions through its own network and sends 

them to a card processing centre outside Kosovo. „On-us‟ transactions are cleared 

internally within each bank. Lack of domestically-arranged interoperability or 

interconnection of card networks in Kosovo causes inefficiency and costliness and 

also acts as a competitive drag on the smaller, especially domestically-owned, banks.  

 

Domestic, as well as international, card transactions are also settled through 

international circuits. This gives rise to a number of risk areas. 

 

e-Banking 

Most banks are introducing e-banking whereby customers can access their accounts 

and make transactions from PCs via an Internet web browser interface. Interbank 

payment transactions initiated via e-banking are captured in the bank‟s core banking 

system and transmitted to EICS for clearing. E-banking services are not as yet 

extensively used, probably reflecting the general penetration of Internet usage in 

Kosovo. 
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m-Banking 

In general there is a low level of interest among financial institutions at the present 

time in developing mobile banking and payment services. Nevertheless, some banks 

are investigating the possibility of introducing mobile banking services.  

 

CLEARING AND SETTLEMENT 

Electronic Interbank Clearing System (EICS)
 5

 

The CBK operates a single hybrid interbank payment system called EICS which 

clears all priority payments, individual payments, mass payments, Kos-Giro payments, 

and direct debit payments. This system was developed domestically. The international 

institutions provided advice and funding to the Banking and Payment Authority of 

Kosovo (a predecessor to the CBK) on the original design and development of the 

payment system and the EICS software. During 2008 EICS was redeveloped to be 

fully web-based, which has considerably improved its usability and functionality. All 

commercial banks are participants in EICS, as is the CBK (both for itself and on 

behalf of the government). The Interbank Payment Systems Directorate of the CBK 

chairs the Interbank Payments Advisory Committee (IPAC) which was established to 

set the operating rules, procedures and standards for EICS, and which continues to 

meet regularly to consider operational issues. There is a high degree of co-operation 

between participants in using EICS, which is well-accepted by all banks. 

 

Participants‟ core banking systems are connected electronically to EICS, i.e. straight 

through processing (STP) is achieved with all banks. Current operating hours are from 

8.00 a.m. to 3.30 p.m. It has been requested by a number of participants that the 

operating hours be reviewed.  

 

Participants can forward batches of payments electronically at any time to EICS. This 

is carried out over the interbank network which uses telecommunications lines leased 

from the publicly-owned telecommunications company (PTK). The reliability of the 

network has improved substantially in the last year. With the exception of priority 

payments, which are cleared within 15 minutes of receipt, input payment batches are 

queued in EICS until the next clearing run. 

 

EICS uses unique message formats that were designed during the development of the 

system
6
. It has already been suggested that the system be further redeveloped to use 

the ISO 15022 (SWIFT) standard message formats. This would be a prerequisite for 

any future integration with European systems or a domestic Real Time Gross 

Settlement (RTGS) system. 

 

The number and value of payments processed through EICS have shown steady 

growth, having both almost doubled between December 2007 and December 2008. 

                                                 
5
 Comprehensive information on EICS can be found on the CBK‟s website at http://www.bqk-

kos.org/english/ICS.htm  
6
 Message format specifications can be found at http://www.bqk-kos.org/ICS/Standard file.pdf  

http://www.bqk-kos.org/english/ICS.htm
http://www.bqk-kos.org/english/ICS.htm
http://www.bqk-kos.org/ICS/Standard%20file.pdf
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Table 1. The EICS transactions, presented in number and value for the period from December 2007 to December 2008   

Month 

Number 
of  

Regular 
Transact. 

Number 
of 

Priority 
Transact. 

Number 
of  

Mass 
Transact. 
(details) 

Number 
of Giro 

Transact. 
(details) 

Total Number 
Amount of  
Regular 

Transact. 

Amount of 
Priority 

Transact. 

Amount of  
Mass Transact. 

Amount of Giro 
Transact. 

Total Amount  
Average 

No Amount 

Dec 07 43,327 448 60,300 13,951 118,026 184,611,976 21,756,101 21,327,231 50,594,153 278,289,463 5,365 12,649,521 

Jan 08 21,200 309 119,199 10,327 151,035 115,061,989 28,510,124 27,619,204 31,114,521 202,305,839 6,865 9,195,719 

Feb 08 27,259 324 59,569 11,854 99,006 98,160,998 17,467,070 14,958,601 36,314,887 166,901,557 4,500 7,586,434 

Mar 08 31,017 370 67,438 13,788 112,613 116,885,638 18,055,424 13,511,789 39,707,902 188,160,754 5,119 8,552,761 

Apr 08 34,834 433 152,070 15,279 202,616 108,878,562 42,859,695 45,585,040 46,360,599 243,683,897 9,210 11,076,540 

May 08 32,787 500 134,510 16,108 183,905 129,496,819 44,395,129 17,893,444 55,869,202 247,654,596 8,359 11,257,027 

Jun 08 30,198 482 181,487 17,130 229,297 152,650,896 20,491,070 19,191,346 52,347,263 244,680,576 10,423 11,121,844 

Jul 08  31,318 618 279,897 17,602 329,435 144,951,857 30,763,348 45,850,510 56,922,634 278,488,351 14,974 12,658,561 

Aug 08 24,661 503 203,246 24,306 252,716 126,950,290 21,604,815 19,467,863 56,143,824 224,166,793 11,487 10,189,399 

Sep 08 30,212 550 194,649 28,511 253,922 161,286,935 42,230,165 21,372,578 55,035,578 279,925,256 11,542 12,723,875 

Oct 08 32,554 613 279,561 31,654 344,382 182,654,957 29,282,289 53,363,286 57,707,380 323,007,913 15,654 14,682,177 

Nov 08 30,489 524 183,514 24,776 239,303 144,832,324 28,798,911 20,222,043 51,666,565 245,519,845 10,877 11,159,992 

Dec 08 48,008 911 242,788 35,166 326,873 367,653,703 44,869,107 36,706,525 71,697,386 520,926,721 14,858 23,678,487 

Total 08 374,537 6,137 2,097,928 246,501 2,725,103 1,849,464,973 369,327,151 335,742,234 610,887,745 3,165,422,105 10,322 11,990,235 

Source: CBK        
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Clearing 

The CBK runs four EICS clearing sessions per day for all payment types except 

priority payments, at 8.00 a.m. (with previous day value date), 10.30 a.m., 1.30 p.m. 

and 3.00 p.m. The price per transaction differs according to the type of payment 

instrument and the clearing session: prices are highest for the 8.00 a.m. session, and 

lowest for the 10.30 a.m. session, increasing again for the later sessions. Priority 

payments are cleared individually on a gross basis, no later than 15 minutes after 

submission, from 08.00 a.m. up to the cut-off time of 3.30 p.m.  

 

Settlement 

Settlement is achieved by entering of net balances from EICS to the CBK‟s core 

banking system. Settlement is carried out on participants‟ single accounts held in the 

core banking system – there are no separate settlement accounts. The settlement 

process is partially automated, and involves manual intervention and co-ordination 

throughout the day between Interbank Payment Systems Directorate and other CBK 

staff. To achieve fully electronic transfer of settlement positions from EICS will 

require modification to the CBK‟s core banking system, which is expected to occur 

during 2009. 

 

The Interbank Payment Systems Directorate monitors the settlement process, in 

particular to see that the minimum liquidity reserve levels are not breached. The 

mandatory reserve level is 10% of each bank‟s qualifying deposit base, of which at 

least half (5%) is required to be held with the CBK at all times; therefore the banks 

are permitted to go down on their single accounts to the equivalent amount of this 5% 

during settlement – but not below. If there is a shortfall, the bank is required to find 

sufficient cash to replenish its single account. There are no procedures for unwinding 

of payments in case of any bank‟s inability to settle. Another risk area concerns the 

settlement of priority payments. These are not settled immediately on being cleared, 

but their settlement is carried out on an individual (gross) basis at the time of 

settlement of the multilateral positions from the next clearing run after they have been 

submitted and cleared.  In both these areas, at the present time the high level of 

liquidity in the economy and the limited volume and value of payments reduce the 

actual risk levels. 

 

GOVERNMENT TRANSACTIONS 

Government Payments 

All government payments are generated by a special financial management 

information system installed at the Treasury Department of the Ministry of Finance 

and Economy. In the main, this system gathers from ministries all payments that have 

successfully passed through the necessary authorisation processes and writes them to 

portable media which are physically carried to the CBK for input to the CBK‟s core 

banking system, where they are posted individually to a designated Treasury account. 

From the core banking system they are electronically transferred to EICS, where they 
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are processed for clearing. The average daily number of payments is approximately 

500. A small number of government payment orders are delivered on paper to the 

CBK, where they are manually input to the CBK‟s core banking system, and they are 

then further processed as described above. These include payment of civil servants‟ 

salaries and basic pensions, which are processed through the CBK core banking 

system and EICS as single total amounts sent to payees‟ banks. Individual salary and 

pension payment details are sent directly to the payees‟ banks by the relevant 

government entity. 

 

Some banks have expressed dissatisfaction that government payments are generally 

sent to EICS late in the day, which adversely affects their liquidity management. 

There is scope for the CBK to work with the Treasury to provide for the submission 

of payments at the beginning of the day. This would assist in ensuring adequate 

liquidity in the payments system overall, and will be even more important when the 

CBK introduces a full RTGS system. 

 

There is an existing telecommunications link between the Treasury and the CBK, but 

this is not currently used except for transmission of account reports to the Treasury.  

 

Tax Receipts 

 

The Tax Administration collects a range of taxes, with monthly and quarterly payment 

cycles. Taxpayers pay on a self-assessment basis using pre-printed forms which are 

available from both Tax Administration offices and commercial banks. Payments are 

made at commercial banks, which capture the necessary payment information from 

the tax return forms and forward the payments to the CBK in the form of mass 

payments for processing through the EICS system. Total tax receipts received from a 

single bank for each clearing run are posted to the CBK‟s core banking system from 

EICS, while individual payment details remain recorded only in EICS.  Therefore, in 

addition to account statements extracted from the CBK core banking system, the Tax 

Administration also needs detailed information from EICS.  Account statements are 

forwarded to the Treasury through the above-mentioned telecommunication link 

between CBK and the Treasury, and detailed EICS information is received by the 

Treasury via their connection to the EICS.  All relevant information received by the 

Treasury is forwarded to the Tax Administration. In addition a copy of the tax return 

information is also sent by the banks to the Tax Administration, for final 

reconciliation.  

 

From the perspective of the Tax Administration, the current system is working well 

for the time being. For the future, the Tax Administration is working on sending 

personalised tax return forms directly to taxpayers, electronically where possible, and 

plans to pilot this in 2009. Plans are also under way to introduce e-filing of tax returns. 

The Tax Administration plans to work more closely with the CBK to improve the 

overall efficiency of the tax collection process.  

 

Customs Receipts  
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Revenue collected by Customs covers import duties and excise tax on motor fuel and 

alcohol, and accounts for 70% of government receipts. Receipts have shown a steady 

increase and are now running at around 800 per day (205,000 per annum)
7
. Customs 

operates twelve border posts, and also collects excise directly from producers of 

alcoholic beverages on a monthly basis. 

 

No payments are accepted in cash; all payments are made via commercial banks. Over 

90% of all payments are made by Kos-Giro, using payment forms which are printed 

from the central Customs computer system directly at the posts where the revenue is 

collected. Imported goods are held at the Customs post pending payment. Banks have 

offices at the border posts and collect a significant percentage of Kos-Giro payments 

via these offices. The remaining Kos-Giro payments are made by importers at other 

bank branches. In addition, a number of banks have POS terminals at Customs posts, 

some of which have barcode readers which are used to scan the data from the Kos-

Giro forms. Only 2% of payments are made via POS terminals. 

 

The commercial banks consolidate Customs payments into mass payments for input to 

the EICS system. They are further processed in a similar manner to tax receipts as 

described above. Customs receives information from both the commercial banks and 

the CBK which it reconciles, and then sends its own report to the Treasury.  

 

Customs would like to see a national card switch which would enable single POS 

terminals in Customs posts to be used for all payments irrespective of the bank where 

the payer‟s account is held.  

 

e-Governance Portal 

The CBK is a member of a working group which is developing the Government‟s 

Electronic Governance Strategy 2009-2015 under the leadership of the Department of 

Information Technology of the Ministry of Public Services. Among the services 

envisaged in this strategy is an „e-portal‟ through which citizens, businesses and 

institutions will be able to make all their payments to the Government electronically.  

 

So far as these payments are concerned, it will be important to decide/resolve at an 

early stage how they are to be made, what instruments will be acceptable for making 

payments to government, and how to arrange the necessary interfaces to the payments 

system.  

 

SECURITIES 

At present neither the government nor the CBK issues any securities. Under the 

existing legal framework, the government is not permitted to enter into debt and is 

therefore currently in a permanent credit situation. 95% of the government‟s assets are 

invested through the CBK in short-term government securities of EU countries and 

time deposits with highly-rated foreign banks. The Treasury is keen to develop 

                                                 
7
 Source: Kosovo Customs Service, February 2009 
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domestic financial markets, however, and is therefore planning to introduce 

government debt instruments, starting with short-term treasury bills. The Treasury 

wishes to introduce them in the near future, with the initial purpose of gaining 

experience and encouraging the development of the market. A draft debt law, which 

will provide legal sanction for government securities, is being developed. There will 

clearly be a large effort required to prepare for the introduction of government 

securities, not least in educating the market and in particular the banks. It is envisaged 

that the CBK will act as the government‟s fiscal agent for the sale and custodianship 

of government debt instruments.  

 

Given these developments, it will be desirable for the CBK to plan to introduce a 

Securities Trading, Depository and Settlement System, based on CSD package, during 

the short to medium time-frame. This will be integrated with an RTGS system which 

will take over the clearing and settlement of priority payments from EICS, as further 

elaborated in Section IV („Pillars of the Payments System Vision‟) below. However, 

in order to avoid confusion and therefore imperfect execution of these projects, the 

CBK will take steps to ensure a very clear-cut understanding and demarcation of the 

respective roles and responsibilities of the Treasury and the CBK in the government 

securities and capital markets sector.  

 

It should also be noted that there is currently no regulator or supervisor for the 

securities market, as the market does not currently exist.  
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III. DEFINING A PAYMENTS SYSTEM STRATEGY 

This section describes the model prepared by the CBK for the development of 

the NPS and reflects both the needs of the country as a whole and the 

responsibilities of different stakeholders. 

 

The CBK is adopting a strategic approach for the reform of the payments system of 

Kosovo. The experience of several other countries has shown that the lack of a co-

ordinated approach to payments system issues can not only undermine the success of 

individual projects, but also affects the overall financial infrastructure and ultimately 

the entire economy. Without a NPS strategy, there exists a danger that the future of 

the payments system in Kosovo will be the uncertain result of separate efforts by 

stakeholders trying to improve their own systems without taking into account the 

overall national interest. 

 

A NPS architecture should be considered as an important element in the safety and 

stability of the overall financial system. A consensus on a strategic and collaborative 

approach is crucial. This means that a holistic view of all aspects of the nation‟s 

payment system needs should be taken, with a view to satisfying them in an orderly 

and cost-efficient manner. A collaborative approach, with the active participation of 

all stakeholders, is highly desirable because of the complexity of the required 

changes. These changes will involve inputs relating to service providers, users, 

technologies, legal and regulatory matters, and contributions from several professional 

disciplines. A well-structured collaborative approach will create synergy, stimulate 

learning and provide a basis for optimising benefits through co-operation and 

consensus building. Finally, the strategic approach will be able to address all the 

critical issues present in the current payments arrangements. 

 

The CBK is taking the leading role in formulating and implementing the strategy for 

payments system modernisation. The CBK will act in the interests of the system as a 

whole because it has the legal mandate to act in the common interest, aiming at 

increasing participants‟ confidence as a neutral agent. As a neutral agent, the CBK is 

less likely to trigger competitive concerns that could slow progress and is more able to 

support the creation of a comprehensive vision for the future NPS. 

 

The scope and challenges of developing and carrying out a strategy for payment 

systems modernisation successfully should not be underestimated. This will be a new 

process, and the projects that will be designed and carried out under the umbrella of 

the overall strategy will present new challenges to all parties involved. The major 

risks are:  

(i) the systems developed cannot be used;  

(ii) the resulting system changes will not satisfy the needs of all users; and  

(iii) the systems will not be cost efficient and affordable.  
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A collaborative and co-operative approach is the only way in which these risks can be 

minimised. In order to have an efficient co-operative approach it will be important to 

ensure that appropriate human resources, in both numbers and expertise, are made 

available to the development programme by all involved stakeholders. 

 

THE ROLE OF A NATIONAL PAYMENTS SYSTEM 

It is widely accepted that a NPS consists of a defined group of institutions and a set of 

instruments and procedures, used to facilitate the circulation of money within the 

country and internationally. Any country‟s economy can be viewed as a series of 

layers in an inverted pyramid, in which each layer is supported by the layers beneath 

it, as shown in the following diagram.  

 

 

 
 

The broadest layer of the pyramid represents the real economy and the financial 

markets, i.e. the buying and selling of goods and services throughout the nation. It is 

supported by the country‟s banking system – the next level of the pyramid – which 

provides payment services to all sectors of the economy.
8
 The third level consists of a 

limited number of interbank value transfer systems through which payment and other 

financial transactions are processed. The final settlement of funds transfers takes place 

across the accounts which approved institutions hold with the central bank, whose 

pivotal role is vital to the functioning of the economy as a whole. 

 

The NPS is therefore a core component of the broader financial system and can be 

viewed as the infrastructure that provides the economy with the channels or circuits 

for processing the payments resulting from the many different types of economic 

                                                 
8
 Including the individual, retail, industrial & commercial, financial, government, and international 

sectors.  
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transactions that take place on a daily basis – or, to put it another way, the essential 

lubrication mechanism for the engine of the economy. 

 

A well functioning NPS requires a delicate balance between market-driven 

competition, co-operation and public good considerations. In a mature environment, 

banks and other payment-service providers should compete for payments business and 

customers, whilst achieving the benefits and efficiencies that stem from the sharing of 

non-competitive infrastructures. In the national interest, it is imperative that 

economies of scale are achieved and that the national payment service infrastructure 

allows as many participants as possible to offer their services to the public. 

 

SCOPE AND COMPONENTS OF AN NPS 

Taking account of the previous points, it is clear that a comprehensive NPS comprises 

not just the funds transfer mechanisms – payment processing organisations, 

communications networks, and computer systems – but must include all of the 

following: 

 

 Institutions providing financial intermediation; 

 A legal and statutory framework; 

 Rules, regulations and agreements; 

 Appropriate payment instruments;  

 Processing systems and procedures; 

 A cost effective technological infrastructure; 

 Clearing and settlement mechanisms that adequately balance risk and efficiency 

requirements; 

 A carefully selected range of payment-service providers and products that satisfy 

market needs at acceptable costs; and  

 An appropriate oversight framework. 

 

CONCEPTUAL FRAMEWORK FOR NPS DEVELOPMENT  

Typically, in any economy, payment services have evolved over time in an 

incremental manner driven by the need, either to resolve challenges as they have 

arisen, or to take advantage of specifically identified improvement opportunities. To 

avoid a continuation of this ad-hoc operational approach to NPS development, several 

countries have paused and initiated a strategic approach, driven by the actual needs of 

the business and banking communities, to identify and implement a phased series of 

agreed changes – based on stakeholder consensus – to ensure that a well-described 

medium-term vision of the NPS is realised. A smooth and trouble-free 

implementation of the NPS can best be achieved through development of a vision that 

considers all necessary arrangements in terms of goals and objectives, primary 

features, critical success factors, fundamental principles, and strategies. 



 

 

 

CENTRAL BANK OF THE REPUBLIC OF KOSOVO                                                                VISION OF THE FUTURE NATIONAL PAYMENTS SYSTEM 

 

25 

 

Goals and Objectives 

There is no disagreement that the primary goal of the NPS is to enable the circulation 

of money.
9
 This goal emphasises the fact that the NPS is an enabler (or lubricant) of 

economic activity. It provides the circuits for effecting payments, domestically and 

internationally. Usually there is also no disagreement as to the objectives of the NPS. 

There are three broad objectives of the NPS in Kosovo: 

 

 To provide effective mechanisms for the exchange of money between transacting 

parties; 

 To ensure finality and irrevocability (i.e. certainty) of both payment and 

settlement; and 

 To enable the management, reduction and containment of systemic and other 

payment related risks. 

 

Primary Features 

The primary features of the NPS will require detailed discussion and agreement with 

all stakeholders as they will include a full range of policy, operational and technical 

attributes that will shape the future. They will include at least the following: 

 

 Settlement of domestic interbank obligations is effected on a same-day basis; 

 There is healthy competition amongst customer payment-service providers; 

 The NPS is easily accessible; 

 The NPS is cost efficient; 

 The NPS is safe and technologically sound; 

 Over time, the NPS will be developed such that it will encompass appropriate sub-

systems for retail, wholesale, foreign exchange, commodities markets, capital 

market, and money market transactions; 

 The public is aware of NPS features; 

 The NPS supports electronic DvP and PvP operations; 

 The NPS is internationally compatible; 

 Payment settlement time-lags resulting from trading transactions are in line with 

international practice; 

 The NPS makes optimum use of the available liquidity; 

 The international community has an appreciation of the effectiveness of the NPS. 

 

                                                 
9
 Money is used here in its broadest sense and includes all forms of payment, such as cash, cards, 

electronic payments, etc. 
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Critical Success Factors 

The success of the NPS will be measured against achievement of a comprehensive 

range of factors including those illustrated below; 

 

 Adequate – and proven effective – risk control measures; 

 Irrevocability of settled transactions; 

 Synchronisation of delivery and payment; 

 Availability of sufficient liquidity on a sustained basis; 

 Confidentiality and security; 

 A sound legal foundation; 

 Adherence to national rules, regulations and procedures; 

 Effective fraud prevention and detection measures in place and operational; 

 A variety of payment instruments to meet the needs of all the community; 

 Pricing policies consistent with the overall objectives of the NPS; 

 Service to all the people of Kosovo. 

 

Fundamental Principles 

A vital issue in NPS development and implementation relates to reaching consensus 

on a comprehensive range of fundamental principles. The Core Principles for 

Systemically Important Payment Systems, published in 2001 by the Committee on 

Payment and Settlement Systems (CPSS), the 2001 CPSS-IOSCO
10

 

Recommendations for Securities Settlement Systems, and the 2007 CPSS-World Bank 

General Principles for International Remittance Services are examples of such 

principles.
11

 In addition, as the NPS covers all payment systems, the range of agreed 

fundamental principles should also cover all sub-systems, including the following: 

 

 The provision of NPS services is not the exclusive domain of banks; 

 The evolution of the NPS infrastructure is a co-operative responsibility; 

 Participants are liable for the risks that they introduce into the NPS; 

 A balance is maintained between risk reduction and cost; 

 The CBK‟s response to any problem in the NPS will be in the interest of the 

system, not individual participants; 

 Adequate oversight is necessary to ensure the safety and soundness of the NPS. 

 

                                                 
10

 IOSCO is the International Organization of Securities Commissions. 
11

 All these documents can be found at www.bis.org (CPSS). 

http://www.bis.org/
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Strategies 

Finally, a series of strategies will be developed that, following implementation, will 

align the current payment arrangements with the envisaged NPS. These strategies 

taken together will represent an agreed set of initiatives that will be co-operatively 

implemented by all stakeholders. This change programme will be executed under the 

leadership of the CBK – in consultation with the payments community – and will 

include a number of clusters of activity aimed at, for example, risk reduction, 

strengthening the legal and regulatory framework, payment practices, interface 

between trading systems and the NPS, and management of the NPS. Examples of such 

strategies may include, over time: 

 

 Clarifying the roles and responsibilities of all participants in the NPS; 

 Introduction of measures to limit credit exposures in bulk clearing processes; 

 Revision of the statutory powers of the CBK regarding payment systems; 

 Introduction of a regulatory framework for clearing services providers; 

 Creation of participation agreements for utilising common investments in 

infrastructure;  

 Creation of a NPC to discuss and resolve relevant issues in the payments field; 

 Development of NPS standards; 

 Liaison with banks and financial authorities elsewhere in the region and more 

widely in Europe; and 

 Review of cross-border/foreign currency market practices from an NPS 

perspective. 
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IV. PILLARS OF THE PAYMENTS SYSTEM VISION 

The Vision is based on nine pillars, which together fully cover all elements of the 

NPS. They are: 

 

Pillar I:  Legal Framework 

Pillar II:  Large-Value and Time-Critical Payments 

Pillar III:  Retail Payment Systems 

Pillar IV:  Government Transactions 

Pillar V:  Securities Depository, Clearance and Settlement 

Pillar VI:  Money Markets 

Pillar VII:  International Remittances 

Pillar VIII:  Oversight 

Pillar IX:  Co-operation 

 

For each of the nine pillars, this section briefly describes the principles on which the 

pillar is based, and outlines the desired future state of the Kosovo NPS in the context 

of that particular pillar. To achieve the desired future state will require the execution 

of a number of individual development projects. These are described in terms of each 

pillar in the separate but related Action Plan, which contains practical details of each 

project including its estimated budget, and an indicative timetable for execution.  

 

PILLAR I.  LEGAL FRAMEWORK 

A sound and appropriate legal framework is the basis for a sound and efficient NPS. 

The legal environment should include the following:  

1. Laws and regulations of broad applicability that address general issues such 

as insolvency and contractual relations between parties;  

2. Laws and regulations that have specific applicability to payment systems (such 

as legislation on electronic signatures, validation of netting, settlement 

finality); and  

3. The rules, standards and procedures agreed to by the participants in a 

payment system.  

 

The legal infrastructure should also cover other activities carried out by both public 

and private sector entities. For example, the legislative framework should establish 

clear responsibilities for the central bank such as oversight of the payment system or 

the provision of liquidity to participants in these systems. Finally, other relevant 

pieces of legislation that have an impact on the soundness of the legal framework of 

the payment system can include:  

1. Law on transparency of payment instruments’ terms and conditions;  

2. Antitrust legislation for the supply of payment services; and  

3. Legislation on privacy.  



 

 

 

CENTRAL BANK OF THE REPUBLIC OF KOSOVO                                                                VISION OF THE FUTURE NATIONAL PAYMENTS SYSTEM 

 

29 

 

While laws are normally the appropriate means to enforce a general objective in the 

payments field, in some cases regulation by the overseers is often a more efficient way 

to react to a rapidly changing environment. In other cases, specific agreements 

among participants might be adequate; in this case an appropriate professional 

assessment of the enforceability of these arrangements is usually required. Since in 

some cases the payments system includes participants incorporated in foreign 

jurisdictions, or it operates with multiple currencies or across borders, in these cases 

it may be necessary to address issues associated with foreign jurisdictions. 

 

Similar considerations apply to securities settlement systems. The reliable and 

predictable operation of a securities settlement system (SSS) depends on: 

1. The laws, rules, and procedures that support the holding, transfer, pledging, 

and lending of securities and related payments; and 

2. How these laws, rules, and procedures work in practice, i.e. whether system 

operators, participants, and their customers can enforce their rights.  

 

If the legal framework is inadequate or its application uncertain, it can give rise to 

credit or liquidity risks for system participants and their customers or to systemic 

risks for financial markets as a whole. A variety of laws and legal concepts can affect 

the performance of clearing and settlement systems. Contract laws, company laws, 

bankruptcy and insolvency laws, custody laws and property laws may impede the 

performance of a clearing system. The general need is to have an adequate legal basis 

that is able to accommodate technological advances and, in this way, does not 

constitute a constraint for the operation or future development of the system. Key 

aspects of the settlement process that the legal framework should support include:  

1. Enforceability of transactions; 

2. Protection of customer assets (particularly against insolvency of custodians); 

3. Immobilisation or dematerialisation of securities;  

4. Netting arrangements; 

5. Securities lending (including repurchase agreements and other economically 

equivalent transactions); 

6. Finality of settlement; 

7. Arrangements for achieving DvP; 

8. Default rules; 

9. Liquidation of assets pledged or transferred as collateral; and  

10. Protection of the interests of beneficial owners.  

 

The rules and contracts related to the operation of the SSS should be enforceable in 

the event of the insolvency of a system participant, whether the participant is located 

in the jurisdiction whose laws govern the SSS or in another jurisdiction. 
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Pillar I: Payment Systems in Kosovo work in a sound and robust legal 

environment able to support settlement finality and the efficiency 

of payment arrangements. Specifically: 

1. The CBK supports a robust legal framework for payments and securities 

settlement and is proactively seeking to strengthen the legal and regulatory 

environment in Kosovo. A legal team is formed within the CBK to address all 

pending issues and prepare the proposed legislation - both primary and secondary.   

2. The CBK will strongly support and encourage, as fundamental to ensuring 

stability and efficiency, legislation on:  

a. Clearing and settlement of payment and securities orders, including rules 

on collateral;  

b. Payments system oversight and;  

c. Electronic transfers, to permit full recognition of modern ways of payment 

and to support interoperability. 

3. Any pieces of legislation, including the rules and regulation of all systems, will be 

discussed with other stakeholders. The overall objective is to reach a general 

agreement on a co-ordinated body of legislation where each of the stakeholders 

plays its role, with all relevant primary and secondary legislation, as well as 

banking agreements, being in place.  

4. The CBK will initiate a comprehensive review of the legal and regulatory 

environment of the Kosovo NPS, and will sponsor the resulting legislation, in 

particular a comprehensive payments law. 

 

PILLAR II.  LARGE-VALUE AND TIME-CRITICAL PAYMENTS 

Systems to process large value and time critical payments are the most significant 

component of the NPS. They are defined as systemically important payment systems 

(SIPS), because they are able to generate and transmit disturbances of a systemic 

nature to the financial sector. In order to cope with these systemic risks, several 

measures are typically adopted, depending on the nature of the large value system. If 

the system is characterised by a deferred net settlement of payment transactions, risk 

control measures include the introduction of bilateral and multilateral caps, the 

implementation of loss-sharing agreements, and the pledging of collateral to cope 

with the inability of one or more participants to pay. On the other hand, the 

development of RTGS systems is one response to the growing awareness of the need 

for sound risk management in large-value funds transfer systems. RTGS systems can 

offer a powerful mechanism for limiting settlement and systemic risks in the interbank 

settlement process, because they can effect final settlement of individual funds 

transfers on a continuous basis during the processing day. In addition, RTGS systems 

can contribute to the reduction of settlement risk in securities and foreign exchange 

transactions by facilitating the DvP and PvP mechanisms.  

 

Variants of the basic RTGS system, so-called hybrid systems, which take into account 

liquidity saving features that exist in net settlement systems, are being introduced in 
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some countries. These system are able to provide processing, clearing and settlement 

facilities for a range of payment instruments in addition to large-value, time-critical 

single interbank payments. In small jurisdictions, characterised by a limited overall 

volume of payments, the RTGS infrastructure used for large value and time critical 

payments could also be used to support these other payments with different settlement 

modalities. 

 

Pillar II: Settlement mechanisms for large value and time critical payments 

in Kosovo are safe and efficient, and comply fully with the CPSS 

Core Principles for SIPS. Specifically: 

1. All systemically important payments systems in Kosovo will comply with the 

CPSS Core Principles for Systemically Important Payment Systems. 

2. The CBK will issue a risk control policy statement, after having discussed its main 

implications with all stakeholders. All systems and their participants will be 

required to adhere to this document. Stakeholders will commit to apply the agreed 

policies. 

3. The CBK will activate a modern RTGS facility within the CBK operated 

payments system, which is intended to represent the backbone of the NPS in 

Kosovo and will replace the existing clearing and settlement arrangements for 

priority payments in EICS. This system will have clear rules and procedures, 

which will specify all the tools for managing legal, financial and operational risks. 

The design of the system will include the provision of management tools to handle 

liquidity risks. They include: 

a. The provision of queuing mechanisms by introducing optimisation 

mechanisms; 

b. Agreeing with system participants efficient operating hours and 

establishing sound and efficient interconnections among the systems; and 

c. Creating routines for channelling government payments early in the 

operating day.  

 In the medium-term, the system should provide collateralised intraday liquidity, 

as soon as liquid securities are available in the Kosovo financial market. 

4. The design of the system will include:  

a. The enforcement of strict security measures for both physical and 

electronic access to the system; 

b. Accelerated implementation of contingency plans and disaster recovery 

mechanisms, including a secondary processing site and alternative 

networking circuits; and 

c. Implementation of measures for business continuity and resilience across 

the NPS.  

5. The CBK is currently charging for its payment services. Pricing policies for new 

payment systems will be consistent with the overall objectives of the payments 

system reform. The CBK will develop the cost recovery pricing policy consistent 
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with its general policy objectives, and intends that the obtained benefits will be 

passed to the final users. The pricing policy will be regularly reviewed to take 

account of changing circumstances. 

6. Access criteria (including exit and exclusion) will be clearly defined on a non-

discriminatory basis. Tiered arrangements should be considered to allow the 

reduction of manual procedures through indirect participation. Initially, direct 

participation in the system will be limited to banks.  

7. The scope and mandate of the IPAC will be broadened to include the RTGS 

facility. The CBK in the context of its transparency policy will publish the 

operating rules of the system and any other relevant documentation. 

8. The CBK-operated system will be integrated safely and efficiently with straight 

through processing with other systems. The RTGS application will be used for 

final settlement of retail systems and appropriate interfaces will be implemented. 

The RTGS system will be integrated with all future securities settlement systems 

to achieve DvP, and with interbank market systems to achieve PvP. Future 

interfaces with trading platforms for both the securities market and the interbank 

market will be designed to guarantee efficient liquidity management for financial 

institutions. 

 

PILLAR III.  RETAIL PAYMENT SYSTEMS 

A wide range of payment instruments is essential for supporting customers’ needs in a 

market economy. A less than optimal supply of payment instruments may ultimately 

have an impact on economic development and growth. Moreover, the safe and 

efficient use of money as a medium of exchange in retail transactions is particularly 

important for the stability of the currency and a foundation of the trust people have in 

it. As CPSS publications have shown12, the use of retail payment instruments differs in 

industrialised countries both within and between the countries considered. This is due 

to a variety of reasons including cultural, historical, economic and legal factors. 

However, some common trends may be observed, namely:  

1. The continued primacy of cash (in volume terms) for face-to-face payments; 

2. Growth in use of payment cards;  

3. Increased use of direct funds transfers, especially direct debit transfers, for 

remote payments; and  

4. Changes in the market arrangements for providing and pricing the retail 

payment instruments and services delivered to end-users.  

 

This evolution is likely to continue in the future and is expected to influence 

traditional (especially paper-based) instruments. As the CPSS reports state, over the 

long term some of the observed market developments may well alter traditional 

                                                 
12

 Bank for International Settlements, Committee on Payment and Settlements Systems, Clearing and 

Settlement Arrangements for Retail Payments in Selected Countries (September 2000); and Retail 

Payment Systems in Selected Countries: a Comparative Study (September 1999), Basle, Switzerland. 
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payment practices and contribute to increased efficiency and convenience in retail 

payment systems. In an increasing number of countries more and more attention is 

devoted by authorities and market participants to the efficiency and efficacy of 

production and distribution of payment instruments (including cash). 

 

In September 2002, the CPSS published a report
13

 which identified and explored 

policy issues for central banks and considers the possible contribution of central 

banks towards furthering certain policy goals in this area. Central banks are 

currently involved in retail payments in three main ways:  

1. In an operational capacity (particularly as both payment agents for the 

government and also system operators); 

2. As payments system overseers; and  

3. As catalysts or facilitators of market and regulatory evolution.  

 

Even though the involvement of the central bank in retail payments varies from 

country to country, the report suggests that each central bank should examine 

developments in its markets periodically in the light of some identified policy issues, 

in order to form a view on whether such issues arise in practice. Where such issues 

are judged to arise, relevant public authorities (including central banks) may decide 

to take action aimed at establishing or re-establishing an acceptable balance of the 

various aspects of safety and efficiency. The public policy goals, the central bank 

minimum action and the range of possible additional actions identified in the CPSS 

Report are summarised in Annex 5. 

 

Pillar III: Retail payment systems in Kosovo are efficient, sound and 

interoperable and support the offer of a wide range of payments 

instruments and services. 

1. The CBK will continue to play a variety of roles in retail systems in including 

settlement agent, operator, participant, overseer and catalyst for change. The 

overall objective is to provide the economy with a broad range of safe and 

efficient payment services. 

2. At least one automated clearinghouse (ACH) will operate in Kosovo and will be 

designed efficiently to support and accelerate the move towards electronic credit 

instruments. The CBK will continue to operate an ACH (currently the EICS) for 

non time critical electronic payments. Payment message formats will be migrated 

to the ISO 15022 (SWIFT) standards. 

3. The CBK will ensure that all ACHs (present and future) in Kosovo are 

appropriately linked to the RTGS application for settlement. 

4. The CBK will review all rules and regulations for ACH(s). In particular, the 

following items will be covered: 

a. Definition and characteristics of the system(s); 

                                                 
13

 Bank for International Settlements, Committee on Payment and Settlements Systems, Policy Issues 

for Central Banks in Retail Payments (March 2003). 



 

 

 

CENTRAL BANK OF THE REPUBLIC OF KOSOVO                                                                VISION OF THE FUTURE NATIONAL PAYMENTS SYSTEM 

 

34 

b. Access criteria; 

c. Operational instructions including sanctions to be applied in case of non-

compliance; 

d. Responsibilities of the ACH and system participants; 

e. Controls to be performed; 

f. Message structures; 

g. Contingency arrangements; 

h. Interchange commissions; and 

i. Resolution of conflicts. 

5. System operator(s), including the CBK, will maintain a dialogue with the major 

stakeholders, through the operation of the IPAC. 

6. Other financial or non-financial entities may operate retail systems, in particular 

for payment cards, or provide retail payment services. In this regard the CBK will 

play a catalyst role for the implementation of national interbank card switch(es)
14

, 

operated on an impartial and non-discriminatory basis by the banking sector.  

7. All retail systems will be overseen by the CBK (see Pillar VIII) in terms of their 

safety and efficiency, with appropriate attention paid to different instruments 

depending on the level of risk they introduce to the financial system. 

8. All retail circuits will be characterised by a high degree of interoperability  and 

high efficiency in terms of their clearing cycles. 

9. Pricing policies for retail circuits are formulated in a way that takes into account 

the principle that costs are borne with respect to the benefits accrued, and 

consistently with efficiency enhancement objectives. The CBK will review the 

cost recovery pricing policies to make them consistent with the NPS general 

policy objectives, and intends that the obtained benefits will be passed to the final 

users. 

10. Effective fraud-prevention and detection measures are in place for all retail 

systems and fraud occurrences in all payment flows are acceptably low. An 

important objective will be to establish appropriate mechanisms of customer 

protection for all the systems. 

 

PILLAR IV.  GOVERNMENT TRANSACTIONS 

In all countries, the public sector is a heavy user of the payments system. In fact, the 

government receives and remits many payments (for collection of taxes, customs duty 

and other fees, and payment of salaries and pensions, purchase of goods and services, 

etc.). In Kosovo, the public sector is an active participant (via the CBK) in the present 

payment arrangements and government interbank transactions are effected through 

EICS. 

                                                 
14

 A card switch is a form of ACH that processes card transactions. 
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Pillar IV: Government collections and disbursements are fully and efficiently 

integrated with the NPS in Kosovo and support its smooth 

functioning. 

1. The current arrangements for government payment transactions (both payments to 

external entities and revenue collections) will be continuously evaluated with a 

view to ensuring that full advantage is taken of the reformed NPS, taking into 

account the fact that government transactions form a significant percentage of all 

transactions in the system. The bulk of disbursements and collections of the public 

sector will continue to be executed electronically using the current and envisaged 

systems. This is to ensure that all the benefits of the payments reform will be 

accrued by all segments in Kosovo through an increased efficiency in the 

payments flow by the need to maintain lower idle resources in the bank accounts.  

2. In the short term, improvements in efficiency will be sought through 

implementing fully automated interfaces between the Treasury‟s special financial 

management system and the relevant system(s) run by the CBK. The CBK will 

also work on an ongoing basis with the Customs and Tax Administration to seek 

ways of improving the efficiency and convenience of collections. 

3. In the longer term, the CBK will continue to offer support to the Ministry of 

Public Services in its project to implement a common Internet portal for all 

payments to the government. 

 

PILLAR V.  SECURITIES DEPOSITORY, CLEARANCE AND SETTLEMENT 

Securities markets are of high importance for a country’s financial sector. As a matter 

of fact, in developed economies securities, and above all government securities, are 

used extensively to carry out monetary policy through open market operations. Also, 

SSSs are essential for the timely delivery of collateral for payments and other 

purposes. Sound and efficient procedures for the settlement of securities are, therefore, 

an essential element for the development of the financial markets. 

 

The reliable and predictable operation of a SSS depends on:  

1. The laws, rules, and procedures that support the holding, transfer, pledging, 

and lending of securities and related payments; and  

2. How these laws, rules, and procedures work in practice, that is, whether 

system operators, participants, and their customers can enforce their rights.  

 

If the legal framework is inadequate or its application is uncertain, it can give rise to 

credit or liquidity risks for system participants and their customers or to systemic 

risks for financial markets as a whole. 

 

The safety of the SSS is paramount from both a participant and a regulatory 

perspective and should be given specific attention. The settlement process exposes 

market participants, and clearing and settlement systems, to different risks. The 
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system should be designed to minimise these risks. The immobilisation or 

dematerialisation of securities reduces or eliminates certain risks. The transfer of 

securities by book-entry is a precondition for the shortening of the settlement cycle for 

securities trades, which reduces replacement cost risks. 

 

The major settlement risk is counterparty risk (credit/principal risk). DvP is one of the 

primary means by which a market can reduce the risk inherent in securities 

transactions. The DvP concept seeks to eliminate principal risk from securities 

transactions by ensuring that sellers give up their securities if, and only if, they 

receive full payment and vice versa. There are three essential elements in a DvP 

transaction:  

1. Good and irrevocable delivery of securities; 

2. Final and irrevocable funds; and 

3. Simultaneous exchange. 

 

The use of a central counterparty that interposes itself between the counterparties to 

securities trades is becoming more and more a common practice. It is an especially 

effective tool for reducing risks vis-à-vis active market participants. But use of a 

central counterparty concentrates risk, and it reallocates risk among its participants 

through its policies and risk management procedures. The ability of the system as a 

whole to withstand the default of individual participants depends crucially on the risk 

management procedures of the central counterparty and its access to resources to 

absorb financial losses. 

 

There is a variety of risk management procedures to reduce market risk and 

strengthen a DvP mechanism. Those procedures include admission standards, 

members’ creditworthiness monitoring, novation, participation funds, collateral, 

margins, buy-ins and sell-outs, net debit caps, bilateral credit limits and loss sharing 

arrangements. Most settlement systems use more than one procedure to minimise 

market risk. In addition, there is a number of mechanisms designed to improve the 

settlement process. Among them are:  

1. central lending facilities;  

2. pledge recording facilities; and  

3. prompt re-registration procedures.  

 

Properly regulated securities lending and borrowing can bring significant benefits to 

a market and its users, leading to more liquid markets. Short selling could be a useful 

mechanism to add liquidity. However, when short selling is permitted, regulation must 

guard against manipulative practices, including those associated with a significant 

short position. 

 

Finality of both payments and securities’ ownership transfer is a crucial factor in the 

development of a securities market. Otherwise, only local investors will operate in the 

market, and then only based on well-established client relationships and the 

confidence that this provides. In emerging markets, this factor is of critical 
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importance if there is a desire to attract foreign investment. Foreign investors will be 

reluctant to participate in a market that is not considered to be safe and sound. 

Payments finality is equally important. 

 

The failure of any bank that provides cash accounts to settle payment obligations for 

CSD members could disrupt settlement and result in significant losses and liquidity 

pressures. Use of the central bank of issue as the single settlement bank may not, 

however, always be practicable. In such cases, a private bank sometimes is used as 

the single settlement bank and steps must be taken to protect CSD members from 

potential losses and liquidity pressures that would arise from its failure. 

 

Regarding regulation and oversight by the authorities, a specific allocation of 

responsibilities for securities clearance and settlement supervision is important. 

However, in most cases, this function is performed together with the general 

supervision function of the participant entities without any special attention being 

given to clearance and settlement issues. There is a trend towards regulatory 

oversight policy being implemented at two levels that is substituting for traditional 

direct supervisory activity. The regulator conducts the oversight of the Self-

Regulatory Organisations (SROs) (CSDs, exchanges) activities, while these 

institutions perform the same function with regard to their participants. 

 

A securities regulator should have the authority to license central clearinghouses and 

CSDs (System Operators) as SROs and review and approve their rules. As an SRO, a 

system operator should have the authority to make and enforce rules on its 

participants. The securities regulator should have the power to issue the guidelines 

that system operators should follow. In addition, the securities regulator should 

assure that the rules and procedures issued by SROs permit a sound and effective 

operation of the system and provide fair access to all market participants. The 

securities regulator should also have the authority to conduct periodic inspections, 

require the production of periodic reports and enforce the securities laws and 

regulations. Mutual co-operation between the securities regulator and the central 

bank as well as their co-operation with other relevant authorities is important in 

achieving their respective policy goals. 

 

It is widely accepted that a securities market should be supported by the CSD with the 

broadest possible industry participation. Admission should be open to all qualified 

market participants needing access to the CSD. Membership standards for system 

operators should be established in order to minimise risk. Certain minimum standards 

of financial responsibility, operational capacity (including system security and 

integrity), experience and competence should be prescribed for participation in the 

systems. Mandatory capital requirements for participants are the first safety net to 

safeguard against a participant failure and, thus, an important risk management tool. 

However, these requirements are frequently established for reasons other than 

clearance and settlement and a system operator should have the authority to impose 

higher financial standards on its members/participants if the general requirements do 

not cover adequately the perceived risks. The rules for clearing and depository 

organisations should avoid unfair discrimination in regard to the admission of 

participants or among participants in the use of the system. The rules should provide 
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fair procedures for review of decisions concerning denials of access. In addition, the 

system should provide participants with a meaningful opportunity to participate in the 

administration of the organisation’s affairs. 

 

No single set of governance arrangements is appropriate for all institutions within the 

various securities markets and regulatory schemes. However, an effectively governed 

institution should meet certain basic requirements. Governance arrangements should 

be clearly articulated, coherent, comprehensible, and fully transparent. Governance 

arrangements should therefore seek to minimise the conflicts between the objectives of 

owners, users, and other interested parties, and as far as possible to resolve 

efficiently when participants have access to relevant information concerning the risks 

to which they are exposed and, therefore, can take actions to manage those risks. The 

need for transparency applies to the entities that form the clearing, settlement, and 

custodial infrastructure of the securities markets. Informed market participants are 

better able to evaluate the costs and risks to which they are exposed as a result of 

participation in the system. Relevant information should be accessible to market 

participants. Information should be current and available in formats that meet the 

needs of users. 

 

Pillar V: Securities clearance, settlement and depository systems are safe 

and efficient, fully comply with international standards, and 

contribute to support the development of capital markets. 

1. SSSs in Kosovo will comply with the CPSS-IOSCO Recommendations for 

Securities Settlement Systems. The CBK and the Treasury are committed to this 

objective. 

2. The CBK will acquire and install a computer-based CSD system to handle 

government securities when they start to be issued. The CSD will be tightly-

coupled with the RTGS system (see Pillar II) for the purposes of (i) implementing 

DvP for all securities transactions and (ii) supporting the CBK‟s intraday liquidity 

operations in the RTGS system. 

3. The settlement of securities and funds will be linked to enable securities 

transactions to be settled on a DvP basis, thus, eliminating principal risk. 

4. The CBK strongly favours the use of central bank assets for settlement of 

securities transactions as the most effective way to eliminate risk. Instruments 

used to settle the cash leg of securities transactions between CSD members will 

carry little or no credit or liquidity risk.  

5. All securities will be issued in a book-entry form. 

6. The CBK will develop a regulatory and oversight framework for the securities 

depository and settlement systems. This will be done via consultation with other 

stakeholders, particularly the Treasury and the commercial banks, and through 

formal co-operation arrangements (e.g. a Memorandum of Understanding) 

between the parties (see Pillar IX below). 

7. Governance arrangements for the depository(ies) need to permit fair and open 

access, provide market participants with sufficient information for them to 
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accurately identify and evaluate the associated risks and costs. A strong, 

capitalised, autonomous and independent depository(ies), with reliable and 

flexible systems to expedite settlement of transactions and accessory rights is 

crucial for the development of an eventual secondary market. 

 

PILLAR VI.  MONEY MARKETS 

The adequate functioning of an interbank money market goes beyond clearance and 

settlement considerations. An efficient mechanism for trading and settlement of these 

transactions will allow for the improvement of the liquidity management and, thus, for 

an increased safety and stability of the financial system. In addition, it will help 

securities settlement through lower interest rates that will be in the benefit of broker-

dealers in the credit lines they negotiate with banks.  

 

Two key elements for the development of interbank money markets are a special 

purpose system for large-value payments to provide secure electronic inter-bank 

transfers with immediate settlement interconnected to an electronic book-entry 

securities system to register and record changes in ownership of securities. The 

development of the depository function is an important discussion that a country has 

to undertake involving responsible authorities and all market participants. An 

adequate strategy that takes into account the national interest and leaves apart any 

particular interest should be defined and agreed. 

 

Pillar VI: Interbank money markets are fully developed and closely 

integrated with settlement systems 

In the medium term the CBK will seek to establish an interbank money market 

in Kosovo, which will serve as an important element for liquidity management. 

Procedures, settlement cycles, and operating hours will be designed to obtain 

maximum gains. The legal, regulatory and oversight framework will be 

strengthened in order to create the conditions for interbank money market 

development. In both short and medium terms, the CBK will adopt the 

necessary measures to strengthen the interbank money market. 

 

PILLAR VII.  INTERNATIONAL REMITTANCES 

International remittances are increasingly relevant for economies and their societies 

as a result of current global realities, particularly a growing economic integration 

and interdependence among countries at all levels and the increasing flow of 

migrants all over the world.  

 

From a policy-making perspective, retail cross-border payments share many of the 

features of domestic retail payments, and users of international remittances, just like 

any other retail payment services customer, expect to be provided with a set of 

convenient, cheap, reliable and predictable instruments to cover their most important 

payment needs, i.e., face-to-face payments, one-off and recurring remote payments 
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and ATM cash withdrawals. However, remittances can be expensive relative to the 

often low incomes of migrant workers and to the rather small amounts sent (typically 

no more than a few hundred euros or their equivalent at a time). Also, it may not be 

easy for migrants to access remittance services if they do not speak the local language 

or do not have the necessary documentation, while the relatively undeveloped 

financial infrastructure in some countries may make it difficult for recipients to 

collect the remittances. In some cases, the services are unreliable, particularly 

concerning the time taken for the funds to be transferred. In addition, some markets 

are uncompetitive or have regulatory barriers to the provision of remittance services. 

 

Initiatives are in place worldwide to enhance efficiency and integrity in the provision 

of remittance services. In particular, the World Bank and the CPSS convened a Task 

Force to address the needs of international policy co-ordination for remittance 

systems. Central banks from sending and receiving countries, international financial 

institutions, and development banks make up the Task Force, which issued General 

Principles for International Remittance Services in January 2007 (see Annex 4). 

These General Principles, together with the Special Recommendations of the 

Financial Action Task Force (FATF), are guiding the action of authorities, 

multilateral agencies, and service providers in this area. 

 

Pillar VIII. International family remittances and other cross-border payments 

are distributed rapidly and conveniently in Kosovo, and are also 

efficient from the perspective of the cost for end users at both ends. 

1. The CBK will work with the market to ensure that international remittance 

services in Kosovo comply with the CPSS-WB General Principles. In 

particular, the CBK will include this area in its payment system oversight 

activities. A major goal will be to promote the most efficient use possible of 

the envisaged payment infrastructure in Kosovo, including that of banking and 

non-banking institutions.  

2. In the immediate term, the CBK will undertake a stock-taking exercise vis-à-

vis the CPSS-WB General Principles and will identify in detail the specific 

actions to be taken with regard to already existing and planned payment 

systems in Kosovo. 

3. The CBK will ensure that the regulatory perspective covers payment system 

issues, in particular efficiency, transparency and risk management in addition 

to „traditional‟ issues of balance of payments and money laundering. 

Eventually, in co-ordination with other authorities, it will decide whether new 

regulations are necessary to foster a safe and efficient provision of services in 

this area and to protect customers. 

 

PILLAR VIII.  OVERSIGHT 

The smoothness and reliability of money transfer mechanisms affect the efficiency of 

the real economy and the financial markets. Market forces alone may not achieve the 

objectives of efficiency and reliability of the payment system since participants and 
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operators may not have adequate incentives to minimise the risk of their own failure, 

or failure or costs they impose on other participants. In addition, the institutional 

structure of the payment system may not provide incentives or mechanisms for 

efficient design and operation. 

 

These are the reasons why in all countries central banks’ involvement in the payments 

system is an integral component of their overall mandate to ensure stability of the 

financial system and to maintain confidence in the domestic currency. In this context, 

central banks perform a number of different functions in their national clearance, 

settlement and payment arrangements. These functions may include direct 

involvement in managing clearing and settlement systems and in overseeing the 

payment system by developing rules, principles and best practices under which 

private payment arrangements operate. The payments system oversight role of the 

central bank is currently at the heart of the international debate and the function is 

emerging as key in central banks’ activity.
15

 

 

The role of the central bank is particularly relevant when the country is engaged in a 

comprehensive reform of its payment system. In this case, the central bank plays a 

leading role in developing a vision for the reformed system, in co-ordinating 

developments with all stakeholders and in carrying out the reform plan. Direct 

involvement of the central bank in managing clearing and settlement systems has been, 

in all countries, the first step to governing the overall structure and operation of a 

country’s payment system and ensuring that the desire to limit systemic risk, 

especially in the area of large-value payment systems, is adequately taken into 

account. In many cases, this role stems from the need to ensure a widespread 

adoption of more advanced technology in funds transfer mechanisms and to avoid 

possible discrimination in access to payment services. In all cases, in order to pursue 

the public interest in the payments system, central banks should ensure that the 

systems they operate comply with the same principles and guidelines that they 

establish, as overseers, to ensure the (financial and operational) reliability and 

efficiency of the clearing and settlement systems which they do not operate. The 

oversight role of the central bank is more likely to emerge in its relevance when the 

payments reform is complete and the central bank is called to ensure a proper 

monitoring of the reliability and efficiency of the domestic system on an on-going 

basis. 

 

In recent years, in an increasing number of countries, payments system oversight has 

been explicitly entrusted to central banks by law. Specifying the objectives in relevant 

legislation is the most explicit way to provide a well-founded legal basis for the 

central bank to implement its policies and make it accountable in pursuing its goal 

and mandate in the payments system. For countries undergoing a major project of 

reform in their payments system, it is of utmost importance for the central bank to 

                                                 
15

 Recent examples are the focus on central bank‟s responsibilities in the CPSS Core Principles report 

and the BIS/IOSCO recommendations for securities settlement systems and the paper on Payments 

system oversight of the Bank of England. See also Bossone-Cirasino, “The oversight of the payments 

system – A framework for the development and governance of payment systems in emerging 

economies”, soon to be published in one of the World Bank series.  
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have a well-founded legal framework that clearly defines its payments system role and 

objectives. 

 

As for the scope of the oversight function, at the international level there is consensus 

on the fact that systems that pose systemic risks should definitely fall under the direct 

control of the overseer. Typical examples of these systems are those that handle 

transactions of a high value at both the individual and aggregate level. For example, 

the CPSS Task Force on Core Principles identified four responsibilities of the central 

bank in applying the core principles for SIPS (see Annex 2). 
 

Increasing attention is also being given to securities clearance and settlement systems 

as relevant components of the overall payments system. The oversight of these systems 

might well be a co-operative effort of two or more regulatory agencies. In some 

countries, also retail (low value) systems fall under control of the oversight agency 

because of: their importance for the overall efficiency of the payments system; their 

potential impact on the public trust of money; and their relevance to sustaining the 

ultimate objective of economic growth.
16

 

 

The evolution towards this new role of the central bank in payment systems calls for a 

careful consideration of at least three key issues. First, the adequacy of legal 

enforcement for central bank action in the payments system should be evaluated. The 

central bank’s role in payment systems stems primarily from its responsibility for 

financial market stability. In many countries, a clearly stated legal enforcement for 

central bank’s activity as overseer of the payments system has facilitated the 

fulfilment of central bank’s objectives. 

 

Second, the internal organisation of the central bank as far as the payments system 

activities are concerned is also worth evaluating. Experience in many central banks 

has indicated that significant improvements can be derived by setting up a unit 

specifically devoted to payments policy issues. Typically, such a unit could develop an 

appropriate policy framework and appropriate tools (e.g. data collection, periodical 

inspections, etc.) for use in assessing the appropriateness of individual payment 

systems. This function could be undertaken in close co-ordination with the banking 

supervisory function, for example, which has a high level of competence and 

experience in examining some of the related issues. In addition, it would be important 

for those staffing the unit to have appropriate skills. Typical aspects to be analysed in 

administering the oversight functions include, inter alia, potential risks emerging 

from the various clearinghouses, the adequacy of risk control measures in place, the 

potential implications of the resort to unwinding procedures, as well as efficiency 

issues. 

 

Third, effective co-operation must be in place between the overseer and market 

players, among domestic regulators and among international oversight agencies. The 

institutionalisation of information sharing arrangements may reduce the risk that the 

                                                 
16

 Many examples can be cited on how an inefficient retail payments system can affect economic 

activity, for example by failing to accommodate the needs of customers and merchants in their desire to 

finalise a transaction, which as a result cannot take place. 
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exchange of information may be hampered by frictions in co-operation between 

different institutions. This is not an issue if the central bank is the sole regulator and 

supervisor of all financial institutions. When this is not the case (for example, if a 

separate body is established to exercise regulatory/supervisory powers over the 

capital markets) then the central bank has to work to ensure full co-operation with the 

securities markets regulator(s), as securities settlement is an integral part of the 

payment system and problems in securities markets clearing and settlement may 

easily spill over to the payment system and vice versa. 

 

Pillar VIII: The oversight framework for payments and securities settlement 

systems is clearly defined, and the CBK exercises its oversight 

authority effectively. 

1. The CBK intends to exercise effectively the function of payment system 

oversight in Kosovo in accordance with the specific powers assigned under the 

central bank law. 

2. The CBK will have a clear legislative authority for the oversight of clearance 

and settlement systems. The law will provide the CBK with the legal authority 

to ensure the development and operation of payment mechanisms that 

effectively contribute to the integrity, efficiency and safety of all financial 

markets (see Pillar I). 

3. The CBK will disclose publicly its objectives and policies relating to all 

significant payment system matters along with its implementation strategies.  

4. With regard to policy objectives, the CBK will achieve efficiency and 

reliability for all systems. Also, the CBK will promote competition in the 

payment services market and the protection of consumer interests in co-

ordination with other authorities.  

5. With regard to the scope of its oversight role, the CBK will oversee all 

clearing and settlement arrangements in Kosovo, including retail systems, 

since they are especially important in supporting economic activity and the 

public trust in money. 

6. The CBK in exercising its oversight role will have the ability to carry out this 

function effectively. To this end, the CBK will: 

i) establish appropriate organisational arrangements and staffing, including 

staff rotation; the oversight function will be assigned to a unit within the CBK 

separated from the units in charge of operating the systems offered by the 

CBK; 

ii) ensure that an adequate degree of participant co-operation exists and is 

sufficient to promote and realise the desired organisational and operational 

arrangements; 

iii) verify that individual payment systems satisfy user needs as well as risk 

and efficiency requirements through appropriate interventions both at the 

development stage and during the on-going system implementation and 

operational phases; 
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iv) define and implement appropriate actions should participants not comply 

with published rules and regulations (e.g. the application of pre-determined 

penalties and sanctions for compliance failures); 

v) collect and distribute relevant statistical information to demonstrate the use 

being made of each system and the extent to which the systems are satisfying 

end-user and other market needs. Information and public policy statements 

relating to all substantial payment system matters will be disclosed in a 

manner that assures wide dissemination among payment system stakeholders. 

 

PILLAR IX.  CO-OPERATION 

Effective co-operation among market participants, between regulators and market 

participants and among regulators is essential for the development of a sound and 

efficient payment system. In particular, the cross-cutting element that characterises 

the transfer of money and the systemic nature of the underlying operating procedures 

make the payments system an “institution” whose existence and smooth functioning 

require effective co-operation between all participants. On the one hand, the use of 

payment instruments generates significant externalities on the demand side, since the 

usefulness of an instrument is strictly linked to the degree of its acceptance and use 

for transaction purposes. Consequently, widespread use of new payment instruments 

and services relies heavily on public confidence in them. On the other hand, within 

the payments system, the supply of services can be affected by co-ordination failures 

due to the existence of conflicts of interests (and information costs) as well as the 

intermediaries’ unwillingness to cooperate. This can lead to “sub-optimal” equilibria 

in the organisational arrangements as to the system’s reliability and efficiency. In 

such a case the payments system overseer is entrusted with making up for a specific 

type of failure in the market for payment services, i.e. the co-ordination failures.  

 

Co-operation problems may be especially relevant within interbank clearing and 

settlement systems. In fact, in these systems the risk profiles – both at the system level 

and at the level of the individual intermediary – may not be fully assessed by 

participants. In addition, the concern with having to support less reliable 

intermediaries may lead larger participants to discriminate against smaller ones, 

even when these are technically eligible to participate in the system. Finally the 

payments system industry also depends on agreements between producers to ensure 

that different components of the system are compatible. Most recently, the emergence 

of new types of non-bank intermediaries and payment instruments has strengthened 

the need for a comprehensive level of co-operation in the payment system. 

 

With regard to co-operation among regulators, the safety and efficiency objectives of 

payment and securities settlement systems may be pursued by a variety of public 

sector authorities, in addition to the central bank and the securities regulator, if it 

exists). Examples of these regulators include: legislative authorities, the ministry of 

finance and competition authorities. There are also complementary relationships 

between oversight, bank supervision and market surveillance. Appropriate co-

operation can be achieved in a variety of ways, for example, exchanges of views and 
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information may be conducted by holding regular or ad hoc meetings. Agreements on 

the sharing of information may be useful for such exchanges. 

 

Pillar IX: Effective, structured and fruitful cooperation is in place within the 

NPS 

1. In light of the above considerations, a NPC is created in Kosovo under the 

leadership of the CBK. This body is intended to include representatives from 

banks and other major stakeholders with an interest in payments and securities 

clearance and settlement systems improvements and will be an extremely 

useful tool also to secure constructive discussion among them. Terms of 

Reference for the NPC will be prepared and agreed with members (Annex 1 

shows a model of Terms of Reference for a NPC). 

2. The communication strategy for the reform objectives and policies and for any 

issues related to the payments and securities settlement systems, as well as the 

different roles to be played by NPC members in this effort, will be defined co-

operatively. 
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ANNEX 1:  MODEL FOR NATIONAL PAYMENTS COUNCIL – TERMS OF 

REFERENCE 

 

NPC TERMS OF REFERENCE 

 

Objectives 

The National Payments Council (NPC) aims to support the achievement of sound and efficient payment 

and securities clearance and settlement systems in Kosovo. It can also serve as a forum for co-operation 

to maintain orderly conditions in regional and international payment systems. 

 

Main Tasks 

 The NPC works to facilitate the necessary co-operation between banks and other major 

stakeholders in the payment area. 

 The NPC promotes common initiatives towards the implementation of the payment system 

infrastructure. These initiatives should not impede, and should in fact foster, healthy competition 

among market participants. 

 The NPC plays a key role in preparing strategic documents for the overall payment system 

architecture in the country. 

 The NPC plays a key role in monitoring the implementation of payment systems reforms. 

 The NPC plays a key role in facilitating the sharing of information on economic and business 

requirements of all parties impacted by the payment system. 

 The NPC helps to identify the impact of different options on participants‟ business and daily 

operations and on end-user interests. 

 The NPC plays a key role in selecting the main principles and options for system designs. 

 The NPC plays a key role in endorsing the priority and the schedule of individual projects to be 

launched, financed and implemented. 

 The NPC promotes standardisation of procedures and systems. 

 The NPC is responsible for promoting knowledge of payment system issues in the country. To this 

end, the NPC uses any means it might find appropriate (workshops, seminars, web pages, media 

advertising, newsletter, etc.). 

 The NPC seeks to promote co-operation among all institutions active in payment and securities 

systems within the region and at the international level. 

 

Methodology 

 The NPC prepares ad hoc reports on payment system issues. The reports would not have 

prescriptive nature. However, they would serve as a reference for the ongoing payment system 

reforms in the country. 

 The NPC establishes ad hoc working groups on payment matters. Working groups may or may not 

be composed of the totality of the institutions represented in the NPC. 

 The NPC prepares and publishes reports on its activities on an annual basis. 

 

Representation and Organisational Structure 

 The NPC gives representation to banks and other major stakeholders of payment and securities 

clearance and settlement systems. Initially, these will include: the CBK, the commercial banks, the 

Treasury Department of the Ministry of Finance and Economy and the Kosovo Bankers‟ 

Association. Other members may potentially include other financial institutions, the 

broker/dealers, the end-users, and the major companies (utilities, telecoms, etc.).The NPC has a 
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formal structure with the Governor of the CBK as its chairperson, and its secretariat is provided by 

the CBK. 

 Appointed representatives of the stakeholders are their chief executive officers. 

 The NPC will invite an appropriate number of experts to its meetings. The composition of the NPC 

meetings should be consistent with the objective of having effective discussion in the meetings. 

 In the early stage of its life, the NPC might seek, if necessary, assistance from other national and 

international entities highly experienced in managing payment system groupings.  

 The NPC may invite, if needed, other institutions and/or individual experts to participate in its 

meetings. 



 

 

 

CENTRAL BANK OF THE REPUBLIC OF KOSOVO                                                                VISION OF THE FUTURE NATIONAL PAYMENTS SYSTEM 

 

49 

ANNEX 2:  CPSS CORE PRINCIPLES FOR SYSTEMICALLY IMPORTANT 

PAYMENT SYSTEMS AND RELATED CENTRAL BANK RESPONSIBILITIES 

 

 CORE PRINCIPLES FOR SYSTEMICALLY IMPORTANT PAYMENT SYSTEMS 

 
I. The system should have a well-founded legal basis under all relevant jurisdictions. 

 

II. 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. 

 

III. The system should have clearly defined procedures for the management of credit risks and 

liquidity risks, which specify the respective responsibilities of the system operator and the 

participants and which provide appropriate incentives to manage and contain those risks. 

 

IV. The system should provide prompt final settlement on the day of value, preferably during the 

day and at a minimum at the end of the day. 

 

V. A system in which multilateral netting takes place should, at a minimum, be capable of ensuring 

the timely completion of daily settlements in the event of an inability to settle by the participant 

with the largest single settlement obligation. 

 

VI. Assets used for settlement should preferably be a claim on the central bank; where other assets 

are used, they should carry little or no credit risk and little or no liquidity risk. 

 

VII. The system should ensure a high degree of security and operational reliability and should have 

contingency arrangements for timely completion of daily processing. 

 

VIII. The system should provide a means of making payments, which is practical for its users and 

efficient for the economy. 

 

IX. The system should have objective and publicly disclosed criteria for participation, which permit 

fair and open access. 

 

X. The system‟s governance arrangements should be effective, accountable and transparent. 

 

 

 RESPONSIBILITIES OF THE CENTRAL BANK IN APPLYING THE CORE PRINCIPLES 

 

A. The central bank should define clearly its payment system objectives and should disclose publicly 

its role and major policies with respect to systemically important payment systems. 

 

B. The central bank should ensure that the systems it operates comply with the core principles. 

 

C. The central bank should oversee compliance with the core principles by systems it does not operate 

and it should have the ability to carry out this oversight. 

 

D. The central bank, in promoting payment system safety and efficiency through the core principles, 

should co-operate with other central banks and with any other relevant domestic or foreign 

authorities. 
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ANNEX 3:  CPSS-IOSCO RECOMMENDATIONS FOR SECURITIES 

SETTLEMENT SYSTEMS 

 

 RECOMMENDATIONS FOR SECURITIES SETTLEMENT SYSTEMS 

 

Rec. 1 - Securities settlement systems should have a well founded, clear and transparent legal basis in 

the relevant jurisdictions. 

 

Rec. 2 – Confirmation of trades between direct market participants should occur as soon as possible 

after trade execution, but no later than trade date (T+0). Where confirmation of trades by indirect 

market participants (such as institutional investors) is required, it should occur as soon as possible after 

trade execution, preferably on T+0, but no later than T+1. 

 

Rec. 3 - Rolling settlement should be adopted in all securities markets. Final settlement should occur no 

later than T+3. The benefits and costs of a settlement cycle shorter than T+3 should be evaluated. 

 

Rec. 4 - The benefits and costs of a central counterparty should be evaluated. Where such a mechanism 

is introduced, the central counterparty should rigorously control the risks it assumes. 

 

Rec. 5 - Securities lending and borrowing (or repurchase agreements and other economically equivalent 

transactions) should be encouraged as a method for expediting the settlement of securities transactions. 

Barriers that inhibit the practice of lending securities for this purpose should be removed. 

 

Rec. 6 – Securities should be immobilised or dematerialised and transferred by book entry in CSDs to 

the greatest extent possible. 

 

Rec. 7 – CSDs should eliminate principal risk by linking securities transfers to funds transfers in a way 

that achieves delivery versus payment. 

 

Rec. 8 - Final settlement should occur no later than the end of the settlement day. Intraday or real-time 

finality should be provided where necessary to reduce risks. 

 

Rec. 9 – CSDs that extend intraday credit to participants, including CSDs that operate net settlement 

systems, should institute risk controls that, at a minimum, ensure timely settlement in the event that the 

participant with the largest payment obligation is unable to settle. The most reliable set of controls is a 

combination of collateral requirements and limits. 

 

Rec. 10 – Assets used to settle the ultimate payment obligations arising from securities transactions 

should carry little or no credit or liquidity risk. If central bank money is not used, steps must be taken to 

protect CSD members from potential losses and liquidity pressures arising from the failure of the cash 

settlement agent whose assets are used for that purpose. 

 

Rec. 11 – Sources of operational risk arising in the clearing and settlement process should be identified 

and minimised through the development of appropriate systems, controls and procedures. Systems 

should be reliable and secure, and have adequate, scalable capacity. Contingency plans and backup 

facilities should be established to allow for timely recovery of operations and completion of the 

settlement process. 

 

Rec. 12 – Entities holding securities in custody should employ accounting practices and safekeeping 

procedures that fully protect customers‟ securities. It is essential that customers‟ securities be protected 

against the claims of a custodian‟s creditors. 

 

Rec. 13 – Governance arrangements for CSDs and central counterparties should be designed to fulfil 

public interest requirements and to promote the objectives of owners and users. 
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Rec. 14 – CSDs and central counterparties should have objective and publicly disclosed criteria for 

participation that permit fair and open access. 

 

Rec. 15 – While maintaining safe and secure operations, securities settlement systems should be cost-

effective in meeting the requirements of users. 

 

Rec. 16 – Securities settlement systems should use or accommodate the relevant international 

communication procedures and standards in order to facilitate efficient settlement of cross-border 

transactions. 

 

Rec. 17 – CSDs and central counterparties should provide market participants with sufficient 

information for them to accurately identify and evaluate the risks and costs associated with using the 

CSD or central counterparty services. 

 

Rec. 18 – Securities settlement systems should be subject to transparent and effective regulation and 

oversight. Central banks and securities regulators should co-operate with each other and with other 

relevant authorities. 

 

Rec. 19 – CSDs that establish links to settle cross-border trades should design and operate such links to 

reduce effectively the risks associated with cross-border settlements. 
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ANNEX 4: CPSS-WORLD BANK GENERAL PRINCIPLES FOR 

INTERNATIONAL REMITTANCE SERVICES AND RELATED 

ROLES 

 

GENERAL PRINCIPLES FOR INTERNATIONAL REMITTANCE SERVICES 

 

The general principles are aimed at the public policy objectives of achieving safe and efficient 

international remittance services. To this end, the markets for the services should be contestable, 

transparent, accessible and sound. 

Transparency and consumer protection 

General Principle 1. The market for remittance services should be transparent and have adequate 

consumer protection. 

Payment system infrastructure 

General Principle 2. Improvements to payment system infrastructure that have the potential to 

increase the efficiency of remittance services should be encouraged. 

Legal and regulatory environment 

General Principle 3. Remittance services should be supported by a sound, predictable, non-

discriminatory and proportionate legal and regulatory framework in relevant jurisdictions. 

Market structure and competition 

General Principle 4. Competitive market conditions, including appropriate access to domestic 

payments infrastructures, should be fostered in the remittance industry.  

Governance and risk management 

General Principle 5. Remittance services should be supported by appropriate governance and risk 

management practices.  

 

ROLES OF REMITTANCE SERVICE PROVIDERS AND PUBLIC AUTHORITIES 

 

A. The role of remittance service providers. Remittance service providers should participate actively 

in the implementation of the general principles. 

B. The role of public authorities. Public authorities should evaluate what action to take to achieve the 

public policy objectives through implementation of the general principles. 
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ANNEX 5: PUBLIC POLICY GOALS, CENTRAL BANK MINIMUM 

ACTIONS AND RANGE OF POSSIBLE ADDITIONAL ACTIONS 

FOR RETAIL PAYMENT SYSTEMS
17

 

 

Legal and regulatory framework 

 

Public Policy Goal A:  

Policies relating to the efficiency and safety of retail payments should be designed, where appropriate, 

to address legal and regulatory impediments to market development and innovation. 

 

The central bank should, at a minimum: 

(i) Review the legal and regulatory framework to identify any barriers to improvements in 

efficiency and/or safety; 

(ii) Co-operate with relevant public and private entities so that the legal and regulatory framework 

keeps pace with the changing circumstances and barriers to improvements in efficiency and/or 

safety are removed, where appropriate. 

 

The range of possible additional actions could include, depending on the individual central bank‟s 

responsibilities, powers and priorities: 

- Altering regulations that currently present barriers to improving efficiency and safety, where this is 

within the central bank‟s remit and where other public interest arguments do not militate against 

such action; 

- Introducing or proposing new regulations, as the central bank‟s remit allows, where the legal or 

regulatory framework is insufficient to support increased efficiency and/or safety; 

 

 

Market structure and performance 

 

Public Policy Goal B:  

Policies relating to the efficiency and safety of the retail payments should be designed, where 

appropriate, to foster market conditions and behaviours. 

 

The central bank should, at a minimum: 

(i) Monitor developments in market conditions and behaviours relating to retail payment 

instruments and services and assess their significance; 

(ii) Co-operate with other public or private entities, as appropriate, to foster competitive market 

conditions and to address any significant public policy issues arising from market structures 

and performance. 

 

The range of possible additional actions could include, depending on the individual central bank‟s 

responsibilities, powers and priorities: 

- Promoting appropriate standards or guidelines for transparency, in co-operation with relevant 

public and private sector entities; 

- Reviewing conditions in the market for cross-border retail payments, with a view to promoting 

improvements, if such action is warranted; 

                                                 
17

 Summary extract from Bank for International Settlements, Committee on Payment and Settlements 

Systems, Policy Issues for Central Banks in Retail Payments (March 2003). 
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- Considering and, if appropriate, performing regulatory and/or operational intervention in cases 

where market forces are judged not to have achieved or not to be likely to achieve an efficient and 

safe solution. 

 

 

Standards and infrastructure 

 

Public Policy Goal C:  

Policies relating to the efficiency and safety of retail payments should be designed, where appropriate, 

to support the development of effective standards and infrastructure arrangements.  

 

The central bank should, at a minimum:  

(i) Monitor developments in security standards, operating standards and infrastructure 

arrangements for retail payments which the central bank judges to be important for the public 

interest, and assess their significance; 

(ii) Co-operate with relevant public and private entities to encourage market improvements in 

such standards and infrastructure arrangements, where appropriate. 

 

The range of possible additional actions could include, depending on the individual central bank‟s 

responsibilities, powers and priorities: 

- Participating actively in reviewing and developing appropriate standards and arrangements, in co-

operation with relevant public and private entities, where the central bank judges its more intensive 

involvement to be necessary to furthering the goal; 

- Considering and, if appropriate, performing regulatory and/or operational intervention in cases 

where market forces are judged not to have achieved or not to be likely to achieve an efficient and 

safe solution. 

 

 

Central bank services 

 

Public Policy Goal D:  

Policies relating to the efficiency and safety of retail payments should be designed, where appropriate, 

to provide central bank services in the manner most effective for the particular market. 

 

The central bank should, at a minimum:  

(i) Review and, if appropriate, adapt its provisions of settlement services to contribute to efficient 

and safe outcomes; 

(ii) Be transparent in its provision of services. 

 

The range of possible additional actions could include, depending on the individual central bank‟s 

responsibilities, powers and priorities: 

- Reviewing the relevant non settlement services it provides and considering their adaptation to 

changing market conditions; 

- Reviewing policies on access to central bank services and on pricing. 
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LIST OF ACRONYMS 

 

ACH Automated Clearinghouse 

AMIK Association of Microfinance Institutions of Kosovo 

ATM Automated Teller Machine 

BIC Bank Identifier Codes  

BIS Bank for International Settlements 

BPK Banking and Payment Authority of Kosovo 

CBAK Central Banking Authority of Kosovo 

CBK Central Bank of the Republic of Kosovo 

CPSS Committee on Payment and Settlement Systems 

CRK Credit Registry of Kosovo 

CSD Central Securities Depository  

DvP Delivery versus Payment 

EICS Electronic Interbank Clearing System 

IAK Insurance Association of Kosovo 

IMF International Monetary Fund 

IOSCO International Organization of Securities Commissions 

IPAC Interbank Payments Advisory Committee 

KBA Kosovo Bankers‟ Association 

KBAN Kosovo Bank Account Number 

KEK Kosovo Energy Company (the national electricity distribution 

company) 

MFI Microfinance Institution 

NGO Non-Governmental Organisation 

NPC National Payments Council 

NPS National Payments System 

(EFT)POS (Electronic Funds Transfer at) Point of Sale  

OTC Over the Counter 
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PTK Post and Telecommunication (company) of Kosovo 

PvP Payment versus Payment 

RTGS Real Time Gross Settlement  

SIPS Systemically Important Payment System 

SRO Self-Regulatory Organisation 

STP Straight Through Processing 

TPL Third Party Liability (for motor vehicle insurance) 

UNMIK United Nations Interim Administration Mission in Kosovo 

 


