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1. Executive Summary 
 

1.1. Role and objectives 
 

This is a business plan setting out the argument and methodology for establishing a Business 
Services Company (BSC) in Palestine. The role of the BSC will play is to be the Anciliary Services 
Provider to the financial services sector. The BSC will be a neutral provider of payments 
infrastructure in order to provide the benefits to all its members and shareholders.  In the first 
instance the BSC will be the central point of payment clearing interconnectivity between all 
Financial Institutions in Palestine. In the future it may develop other services which are agreed will 
support the industry as a whole. 
 
The strategic objective and vision of the BSC is to contribute to the pervasiveness of electronic 
payments infrastructure in Palestine in order to allow all deposit taking institutions to offer their 
merchant and consumer customers the benefits of electronic purchases and access to cash in and 
cash out at a significantly increased number of points of presence regardless of the ownership of 
the device. 
 

1.2.  Benefits 
 
This co-operative approach to implementing and supporting payments infrastructure will be to 
reduce costs by avoiding the duplication of investment in hardware and systems by different 
institutions as well as the cost benefits that can be achieved by maximizing the number of 
transactions using each device and the central switch. This will provide benefits to individual bank 
that can cost effectively increase their geographic footprint for their customers, to the merchants 
and consumer customers who will have access to a range of valuable services and to the 
Palestinian economy as a whole. 
 

1.3.  Neutral and co-operative approach 
 

The BSC will focus on providing services that are agreed to fall into the non-competitive space and 
remaining a neutral provider of such services, giving all members equal and fair access. This will be 
achieved by ensuring that all shareholders own equal shares of the company and that the company 
is managed by a professional staff reporting to a board that acts in the interests of the company.  
The company will be licensed and subject to the oversight of the Palestinian Monetary Authority 
(PMA) and its members and shareholders will themselves be licensed by the PMA. 

 
Interoperability will be ensured through the use of global standards and where local modifications 
are required, these standards will be published so that they are generally available. 
 

1.4. Project implementation 
 

The implementation of the business is planned so that: 
 
By 31 January 2012 the central switch is operational 
By 31 January 2012 all deployed ATMS in Palestine will be indirectly connected to the switch 
By end Q2 2012 all USAID funded terminal devices will be connected to the BSC switch 
 
The founder shareholders will be connected to the switch and functionally ready to trade with 
merchants before the BSC is launched to the market. In order to recruit the merchants the BSC 
sales staff will work with the sales teams of the member banks. Merchants will sign two separate 
agreements with the bank and the BSC. 
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1.5. Acquiring services 
 

The services the BSC will provide to its member acquirers will be post sales technical installation 
and ongoing technical support and business support to the merchants. 
 

1.6. Procurement 
 

All procurement will follow a formal process in the implementation of the project beginning with a 
Request for Proposals (RFP). The plan outlines the:  

 business requirements for the switch technology,  

 the selection criteria,  

 the components,  

 the functionality 

 the class and type of transactions to be available 

 PoS device selection criteria 

 PoS software requirements 

1.7.  Revenue drivers 
 

The revenue drivers for the business consist of: 
 

1) ATM switching based on a flat fee per transaction with a minimum monthly fee 

equating to two transactions per month per registered cardholder. 

2) PoS acquiring based on an average merchant fee of 2% of which 1% will be passed to 

the issuing bank 

3) PoS terminal rentals based on $5 per month for a 3 year full maintenance lease 

4) International card gateway based on a merchant fee of 3.5% of the value of 

transactions using a foreign card 

1.8. Costs 
 

The main costs of the business consist of: 
 

1) Visa charges which are listed in detail below 

2) Marketing mainly relating to sales teams working with member banks 

3) Customer support through a call centre and field teams 

4) Staffing the operation initially employing 16 employees and growing over the first five 

years of operation to a complement of 73 staff members 

5) $500,000 will be retained from each year‟s revenues to be used for the development 

and implementation of new products and services 

1.9. Total capitalization 
 

The total capitalization cost of the system, Disaster Recover site, all related site enhancements, 
office infrastructure and PoS devices by the end of 2016 is expected to be $21.18 million. Much of 
this capitalization is funded out of retained earnings within the business. 
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1.10. Principal assumptions and key financial indicators 
 

The following tables show the principal assumptions made in the financial model and the key 
financial indicators for each of three scenarios.  
 
The analysis of the scenarios shows that the returns of the business are particularly sensitive to 
the number of banks participating in the business.  This is due to the fact that the banks are the 
source of business and the route to market for the BSC.   The effect on the business is derived 
from the market share of the participating banks and therefore the number of actual and planned 
volumes of cards by each bank. The assumptions regarding customer behavior have been provided 
by the banks and moderated against the 2010 statistics provided by the association of banks. 

 
The returns are also are also very sensitive to the number of PoS devices rolled out, given the 
existing very low base in the country. The scenarios use different percentages of the addressable 
market. 
  

  

Economic participation by shareholders  Shareholding split equally between all 
banks. Voting power on the board of the 
company split equally between the banks.   

 Low case Expected 
case 

High Case 

Banks participating 
Number of banks 

% of banked individuals represented 
 

Percentage of merchant base served   
Number of merchants served (2016) 

   

7 17 18 

67% 82% 100% 

   

60% 60% 60% 

25 778 25 778 25 778 

   

Card revenue assumptions 
Merchant acquiring commission 

Issuer commission 
Net acquiring commission 

 

   

2% 2% 2% 

1% 1% 1% 

1% 1% 1% 

   

Switching fee revenue assumptions 
ATM switching fees 

ATM owner remuneration 
Net ATM switching fees 

International Gateway fees 

   

$0.70 $0.70 $0.70 

$0.49 $0.49 $0.49 

$0.21 $0.21 $0.21 

   

Terminal rental assumptions 
Monthly rental fee per merchant 

Inflation rate of monthly rental 

   

$5 $5 $5 

4.6% 4.6% 4.6% 

Company Net Present Value $7.7 mil $10.6 mil $ 28.9 mil 
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Investment return to Shareholders 

Direct benefit Low case Expected 
case 

High Case 

BSC NPV over 5 years $7.7 mil $10.6 mil $ 28.9 mil 

IRR of BSC investment (Direct benefit only) 10.08% 15.35% 42.35% 

Peak funding $10.8 mil $9.1 mil $4.6 mil 

Timing of peak funding 2014 2014 2014 

Terminal value of BSC $16.14 mil $17.6 mil $30.4 mil 

 
1.11. Implementation plan 
 
It is proposed that a limited liability company is established. There should be a minimum of five 
founding shareholder banks that will each hold an equal shareholder. Given the importance of 
transaction volumes to the success of the business it is recommended that the founding 
shareholders should represent a minimum of 50% of the market.  
 
Each of the shareholders will commit to putting all their interbank switching through the BSC, 
marketing the PoS to their best merchant clients, and marketing the ATM network and PoS 
purchasing network to their consumer clients.  
 
Phase one of the project plan, the implantation plan, is expected to run from 1 September 2011 to 
January 2012. 
 

1.12. Pre-implementation dependencies 
 

Before the project is initiated the following activities need to have taken place: 
 

1) Work towards a set of industry wide, agreed standards and norms relating to payments 

products, to which the BSC will adhere. 

a. These could be established through the implementation of an industry wide payments 

association under the auspices of the PMA. If this route is chosen, then membership of 

this association should be mandated for all banks. 

b. Participation in the Palestinian payments stream should be made contingent on 

participation in the payment association 

c. Participation in the payment association DOES NOT imply or require participation in the 

BSC  

d. The rules and norms thus established will apply equally to all participants in the 

payments industry. 

2) A group of initial shareholder banks is assembled and ready to enter into shareholder 

agreements 

3) The capital of $3 mil is ready to be deposited into the account of the company to be formed 

4) A steering committee of decision makers from the shareholders is identified and able to steer 

the project team in its work throughout the run of the project. 

5) The consultancy, which is to perform the work, is identified and hired. 

6) The project team is able to work in Palestine, under the guidance and sole authority of the 

steering committee in an unfettered manner 

7) All support and assistance required in obtaining access to resources, including commercial 

suppliers and or government agencies is provided by the steering committee. 
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1.13. Recommendation 
 

Based upon its strategic and commercial merits, the BSC is a viable business. 
 
Banks that invest in it and use its services will benefit financially, both through the dividends derived 
from the company as well as through operational efficiencies within their organizations. 
 
Strategically – the BSC is important in that it will, over time, diminish Palestine‟s dependence on 
cash, which will reduce the impact of the current logistical challenges presented by checkpoints 
throughout the country. 
 
It is therefore recommended that the banking community unite and invest in the BSC as a jointly 
held service company that services the industry as a whole. 
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2. Vision 
 

To provide pervasive electronic payment acceptance infrastructure in Palestine, such that any person 
holding an account at any financial institution which is registered with the PMA and which allows its 
customers electronic access to its accounts is able to effect electronic payments and or perform cash 
in and cash out transactions. 
 
The benefits of this to the Palestinian economy are: 

1) A potential reduction in the levels of cash held by the people, 

2) Increased levels of cash held in the banking sector (increased cash floats), 

3) Convenience and security for the Palestinian people, 

4) Infrastructure sharing between the banks, thereby reducing the overall cost of the payments 

infrastructure in Palestine, and 

5) Growing consumer confidence and acceptance of electronic payments in the country by 

leveraging the network effect of the deployed infrastructure. 

3. Mission 
 

1) To provide interbank connectivity at the lowest possible cost to all Palestinian FI‟s and merchants, 

thereby ensuring viability of the payments environment by ensuring that the payments 

environment is affordable to the average Palestinian person. 

2) To provide a level playing field for all participants in the industry by: 

a. Charging all FI‟s according to a single, published tariff sheet for their services, 

b. Acting as an issuer independent acquirer of card transactions in the market, 

c. Serving all payment instrument issuers according to a single set of industry approved and 

maintained standards, 

d. Maintaining the payment system‟s standards for the Palestinian FI‟s, and 

e. Managing  transaction disputes between merchants and issuers, and between ATM owners 

and card issuers. 

3) To be the central point of payment clearing interconnectivity between all financial institutions 

within Palestine thus ensuring access to all deployed infrastructure by all holders of Palestinian 

accounts on an equal access basis. 

4. Goals 
 

1) Implementation of the initial central switch and operating company before 31 December 2011.  

2) Indirect connectivity of all deployed ATMs in Palestine by 31 December 2011. 

3) Conversion of all USAID funded terminal equipment to connect to the BSC switch by end of Q1 

2012. 

 
5. Tactics 
 

1) The industry neutrality of the BSC within the financial sector in Palestine will be assured by: 

a. Allowing all financial institutions in Palestine, which are licensed by the PMA to hold 

customer deposits, the opportunity to own an equal portion of the voting shares in the 

company.  
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b. Ensuring that no single institution holds a sufficiently large equity share to effectively give 

it control over the BSC. 

c. The BSC will be managed by a full time, dedicated, professional management team, which 

reports to a board of directors who represent the shareholders of the company. 

d. After the initial phase of intensive merchant sign-up, expected to span the first 36 months 

of the company‟s trading, the company will operate independently of its shareholders, 

thus enabling it to be publicly listed on a stock exchange, if so decided by the 

shareholders at that stage. 

e. The company will have its own offices, systems and systems hosting environment. 

2) The compliance of the company to PMA rules and regulations will be assured in two ways: 

a. The entity itself, as a payments services company, will be licensed by the PMA and subject 

to its oversight. 

b. The banking shareholders are already licensed by the PMA and are therefore subject to its 

oversight. 

3) The interoperability of the company will be assured by:  

a. To the maximum extent possible, the technology and payments standards utilized by the 

company will be designed to global payment industry standards. 

Where deviations from these standards are necessitated by realities on the ground, such 
as the business requirement to adopt and use the existing base of ATM cards in Palestine, 
a comprehensive set of standards and operating practices will be published and 
maintained by the BSC and all licensed FI‟s in Palestine will be able to use these 

 
6. Customers 

 
The BSC has two classes of client. The first class is any bank registered with the PMA, while the 
second class of client is all merchants who will receive payments via the Banking services company.  
All bank customers of the company will have the option of also being shareholders in the company. 

 
6.1.  Customer value drivers for banks 
The banks are direct customers of the BSC for products that are non-competitive within the banking 
sector. The banks, in turn, leverage the services of the BSC to deliver products and services to their 
customers; the people and businesses in Palestine. 

 
6.1.1. Cost reduction in core business 

 
The presence of an efficiently operating BSC within Palestine will allow all banks to access all 
deployed acceptance infrastructure (ATMs and POS devices) and thereby support 
infrastructure sharing within the market.  This will reduce the need for duplicated investment  
in assets.  Having BoP as a competitor in the market may lead to there being more than one 
POS device in certain outlets, but the overall objective remains to keep this to a minimum. 

 
6.1.2. Extending the geographical footprint of the business 

 
For any given bank, geographical extension will be provided by two principal mechanisms: 
1) Access to terminal infrastructure of all banks in any target geography. 
2) Use of merchants as cash in and cash out points, thereby recycling cash in remote areas 

and opening the possibility of servicing customers off non-traditional banking 
infrastructure. 
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These two mechanisms working in tandem will enable all banks to service all of their clients in 
any part of Palestine where there is either an ATM or a merchant who is willing to act as a 
cash in or cash out point. 
 
6.1.3. Provision of more cost effective services to customers 

 
Sharing infrastructure within the market will reduce the industry‟s capital and operational 
expenditure on payments related hardware, software and operations overheads.  With 
reduced and predictable input costing, the retail banks will be in a better position to price their 
own products accurately in the market. 
 
It is believed that this could create an opportunity to reduce the selling price of banking 
products and services to the consumer, while simultaneously maintaining the current 
operating margins in the banks. Such reductions in fees, could lead to a greater penetration of 
banking services within the Palestinian un / under banked markets. 

 
6.1.4. Broadening banking services 

 
Phase 1 of the implementation of the Banking Services Company will see the formalization and 
structuring of the payments industry within Palestine. Once complete, this phase lays the 
groundwork for broader services, such as mobile banking and bill payments. These extensions 
could be agreed upon by the industry via the mechanism of the BSC board, and implemented 
within the BSC as Phase II projects. 

 
6.1.5. Further industry efficiency extension 

 
Once established, the BSC could take on additional roles, which are necessary for the 
operation of payments products by the bank, but which are not competitive in nature. 
Centralizing these functions would result in economies of scale, while simultaneously removing 
unnecessary management burdens from the Banks. 

 
These services could include: 

1) Issuer support services 
a. Card personalization 
b. Card delivery 
c. Call centre operation 
d. Lost card administration 

2) Acquirer support services 
a. Bank owned ATM management 
b. Bank owned ATM re-cashing 
c. Fielding bank brand neutral ATM‟s 

3) Branch Support Services 
a. Cash collection / delivery to branches 
b. Form and stationery warehousing and delivery 
 

These extensions are not part of the initial installation and are not covered in this business plan. 
The BSC board, once formed, will agree on the sequence of rollout of the extended services.  
 

6.2. Customer value drivers for Merchants 
 

Merchants are direct customers of the BSC for transaction authorization and funds settlement from 
the issuers. 
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6.2.1. Offer convenience to customers 

 
POS give customers the ability to pay for goods and services directly from their bank accounts 
either immediately or using a credit facility. 

 
6.2.2. Increased sales volumes 

 
Direct access to credit for customers leads to greater spending ability.  Clients do not have to 
pre-prepare for purchases by drawing the correct amount of cash. This removes the 
constraints on sales volumes imposed by insufficient funds in customers pockets while 
shopping. 
 
6.2.3. Improved cash flow 

 
Funds are cleared in the merchant‟s bank account on the same night as the settlement. 

 
6.2.4. Risk management 

 
Reduced dependency on cash leads to lower cash holdings in the cash register and thus 
lowers the risk of robbery.   Transactions once cleared are underwritten by the acquiring bank 
and therefore the merchant need not fear that he will not be paid. 

 
6.2.5. New product offering to customers 

 
The BSC will enable merchants to offer their customers cash in and cash out services, at cash 
volume levels pre-agreed between the acquiring bank and the merchant.  This additional 
service will enrich the relationship between the merchant and the client while simultaneously 
allowing the merchant to earn revenue by delivering this service. 

 
 
7. Operating model 
 

6.1 Proposed role of the BSC 
 

The BSC‟s role is that of an Ancillary Services Provider to the financial services sector. 
 
In this capacity, the company provides all of the switching, settlement calculations and 
merchant management roles required to connect the banks to each other, and to connect the 
banking industry to the merchant base, without actually handling or managing customer 
funds, which the registered banks manage. 
 
In its capacity as switch, the BSC receives instructions from each bank and delivers the same, 
unaltered, to the destination bank, returning the response to the initiating bank. 
 
In the case of acquiring, the BSC would deliver the authorization request to the issuer on 
behalf of the acquiring bank, advising both the merchant and the acquiring bank of the result 
of the transaction. 
 
At day end, the BSC provides and reconciles the settlement totals of all banks, and calculates 
the net position between all banks. These net positions could then either be communicated to 
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the respective banks for onward transmission to the RTGS, or be submitted directly to the 
RTGS for settlement on behalf of the banks. 

 
6.2 Product strategy 

 
Figure 1 Launch product portfolio 

 
The following products are offered at launch: 

 
 All interbank switching relating to POS devices and ATM 

 The POS devices will be directly connected to, and managed by, the BSC systems. 
 ATM‟s will remain linked to the owner banks, but the BSC will route all interbank 

transactions emanating from the ATM‟s. 
 Merchant acquiring processing. 
 The BSC PoS devices will accept all VISA and MasterCard cards, as well as all ATM cards, 

issued in Palestine for payments and cash withdrawals at merchants. 
 All ATM‟s attached to the BSC will accept all VISA and MasterCard cards, as well as all 

ATM cards, issued by member banks for cash withdrawals and balance inquiries. 

 The POS network will be managed by the BSC: 
 Hardware deployment, 
 Hardware maintenance, 
 POS software version control, and 
 Retailers will be able to obtain POS devices from the BSC for a monthly rental.  

 The BSC will provide training and day to day technical support to the merchants.  
 The BSC will provide a day end settlement service to the merchants and to the banks. 

 The BSC will use the VISA Access Point (VAP) for its member banks, facilitating 
international inbound and outbound card transactions. 

 
6.3 Target Market and segmentation 

 
6.3.1 Banks – addressable and target market 

 
The addressable market of banks is all banks which are licensed by the PMA to hold deposits 
in Palestine, this currently is 18 banks. 
 
The target market of the BSC is all banks within Palestine, who have opted to work with the 
BSC, and purchased their portion of its capital.  
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6.3.2 Merchants – Addressable and target market 
 
The addressable market within Palestine is the 28,951 merchants in the target economic 
sectors who have an annual turnover in excess of $15 000. 
 
The initial focus within addressable market will be on merchants who are already customers of 
the banks, who are customers of the BSC. This group of merchants will be referred to as „The 
initial target market‟ in this document.  To ensure maximum impact of the service within 
Palestine, merchants will be targeted for acquisition in descending order of monthly turnover 
amount. 

 
6.4 Marketing 

 
6.4.1 Marketing strategy 

 
In the interests of cost containment, the BSC will conduct no above the line marketing1 such 
as billboard or TV advertising. VISA will be invited to conduct above the line marketing 
activities, to promote the use of card as a category, once the service is established in the 
market. 
The core of BSC marketing will be based primarily on below the line activities in conjunction 
with the banks, directed towards their existing merchant customers.  The banks will be 
encouraged to market card usage to their own consumer customer base. 
 
The BSC will engage sufficient marketing resources, such that dedicated marketing teams can 
be established with the marketing departments of each of the member banks to rapidly 
market to all existing merchant customers of that bank. The merchant will need to conclude 
two separate agreements with the bank, and the BSC for this business, which addresses the 
following aspects: 
 

1) Nominate an account with the bank through which all funds relating to cards will 
pass 

2) Authority to deposit and withdraw funds from the merchants bank account 
3) Agreement with the schedule of charges of the BSC 
4) Agreement with the standard terms and conditions of the BSC 

 
The BSC will sign up all merchants in the initial target market and make them operational 
within 24 months of launch.2 

 
6.4.2 Branding  

 
The BSC will have a public brand, which will be used as a support brand in the market to 
indicate to customers, which ATM‟s are linked to the BSC, and are therefore shareable 
between the customers of those banks. 
 
This brand will also appear on BSC POS devices, to indicate to customers which POS devices 
will accept the ATM cards of the participating banks for payments and offer cash withdrawals 
in retail outlets. 
 

                                           
1 Above the line Marketing (ALM) is the terminology used to express the use of advertising, promotion and communication tools to reach mass market. 
2 Subject to the restrictions imposed on the importation and deployment of POS devices by Israel. 
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The consultants recommend that a naming competition be conducted for the BSC shortly 
before its launch date, as part of the market awareness campaign of the service. 

 
 

6.4.3 Sales, Distribution and Service  
 

The customer relationship establishment with the initial shareholder banks will be concluded 
during the implementation project, such that the shareholders are connected to the switch and 
are functionally ready to trade with merchants before the BSC is launched to market. 
 
In selling to the merchants, the operating model of the BSC relies heavily on cooperation of 
and coordination with the sales teams of the shareholder banks. Coordinating in this way 
leverages and extends existing relationships to include the card product. This mechanism also 
allows for clear prioritization according to income levels. 

 
6.4.4 Sales Channels 

 
At launch, the BSC will assign sales teams at each shareholder bank, and these teams will 
work in conjunction with the sales teams of the banks to market the acquiring product to the 
merchant customer base. 
 
The sales process will consist of product demonstration, selling of benefits, and form filling.  A 
dedicated technical team will follow the sales teams and perform terminal installations, and 
merchant training in the use of the terminal. 

 
6.4.5 Distribution 

 
Terminal distribution will be managed through a rented warehouse in Ramallah, with terminals 
being issued directly to the installation teams on an order-by-order basis.  Printer roll and 
other consumables will also be distributed through this warehouse and will be delivered to the 
merchants during their periodic meetings with the aftersales support team. 
 
 

 
6.4.6 Service 

 
The service model of the BSC is conducted in 3 overlapping layers: post sales technical 
installation, ongoing technical support, and business support. 
 
Technical installation 
Mobile teams of installers will deliver and activate PoS terminals at the merchants, following 
successful sales to the merchants. 
 
Technical support 
The technical services are delivered by mobile technical teams, which will deliver on site 
technical support to maintain a terminal availability in excess of 99%.  A call centre that will 
log calls from merchants and walk merchants through their initial attempts to resolve problems 
themselves supports this team. If no merchant remedy works, a technician is dispatched to 
assist the merchant.  
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Business support 
Teams of business support agents will visit the merchants on a roster, weekly for the first 
month after installation, monthly for the next 12 months and then quarterly for those 
merchants who are successful and operating independently.  During these visits, the support 
agents will review the merchant‟s recent transactional activity on the terminal, discuss any 
problems and encourage the merchant to grow their use of the terminal.  Paper rolls, and any 
promotional material will also be distributed during these meetings. 

 
6.5 Technologies 

6.5.1 Switch Technology  
6.5.1.1 Business requirements to be supported 

The proposed switch technology will support all business requirements of the proposed 
Banking Services Company (BSC) in Palestine to ensure successful implementation and 
support of the proposed business model. 
The technology will support the following business requirements: 

 Connect up to 18 Palestinian banks 
 International gateway to card associations 
 Administer interbank ATM transactions 
 Connect POS infrastructure for merchants 
 Support POS software management 
 Monitor POS deployment 
 Proposed initial core switch technology to support additional future business 

requirements, as well as potential enhanced services and value added services required 
by the banking / payments sector of Palestine.  

 Proposed switch technology to comply with regulatory industry standards such as EMV, 
PCI-DSS, PA-DSS, VISA-PABP. 

 The proposed switch technology will provide the necessary back-office functionality 
required by the business such as reporting, data extraction, settlement, adjustments, 
reconciliation, etc. 

 Proposed switch technology will also make provision for switch operational aspects 
such as a test / development and disaster recovery (DR) environments. 
 

6.5.1.2 Technology requirement categories 
The core business of the BSC will be to operate as the national payments switch of Palestine 
and for this reason, the proposed technology will be subject to and prescribed by the 
switching solution procured and implemented by the company.  With reference to this, the 
proposed technology requirements will be subdivided into the following categories; 

 Switching Solution (Software Product) 
 Switching Solution Software Requirements 

 Switching Solution Hardware Requirements 
o Servers for switching solution 
o Cryptographic equipment 

 Switch Solution Communication Requirements 
 POS devices 
 POS device software 

 
6.5.1.3 Switch solution vendor 

As the core business driver of the BSC is switching, the switching solution that will be 
implemented will be critical to the success of the business.  The solution that will be selected 
and implemented must be acquired from a reputable switching solution software vendor.  In 
addition, the vendor must have the track record of delivering such solutions, with the relevant 
and reference sites throughout the world. 
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The BSC will engage with such vendors by means of a formal procurement process. The 
consultants propose that this selection process take the form of a formal RFP process during 
the implementation phase of the project. 
 

6.5.1.4 Switch solution criteria 
The BSC will consider the following criteria, when selecting the switching solution to be 
implemented: 

 Solution must support the business requirements 
 Solution must incorporate an integrated payments engine 
 Solution must support multi-payment channels 
 Solution must support multi-currency 

 Solution must support traditional payment cards; 
o ATM cards3:  Existing and already deployed in Palestine – for use on both 

the ATM and the POS infrastructure 
o Visa and MasterCard branded cards 

 Solution must administer interbank transactions 
 Solution must be able to drive POS devices and manage their deployment 
 Solution must be able to connect to other switching solutions 
 Solution must support the required back-office requirements 
 Solution utilises industry-standard technologies such as Java, C++ and XML 

 
6.5.1.5 Switch solution components 

The proposed switch solution will comprise the following components at a minimum: 

 Core payment engine / platform 
 POS driving component 
 Interfaces: 

o Card Associations 
o Other switching solutions 
o RTGS 

 Card management component 
 Monitoring component 
 Component that supports back-office requirements 

 

                                           
3 Banks whose cards comply with the track 1 and track 2 standards of the BSC will be able to avail themselves of 

this service 
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Figure 2: Switching Solution Components 

 
 

6.5.1.6 Switch solution functionality requirements 
 

The following will be the minimum functional requirements of the switching solution that will 
support the above mentioned evaluation criteria and required switching solution components: 

 Support ISO 8583 transaction message types 
 Drive POS devices 

o Terminal authentication capabilities 
o Basic POS configuration capabilities 
o Solution must accommodate multi-lane POS devices 
o Monitor POS deployment 
o Support POS software management 

 Monitoring functionality 
o Monitor switch and related functions 
o Monitor ATMs 
o Monitor POS devices 

 Connect to the following switching solutions of proposed member banks who will 
connect to the BSC; 

o Bankworks (RS2 – www.rs2.com) 
o BankWorld (CR2 -  www.cr2.com) 
o OpeN/2 (S2 /TSA – www.tsainc.com) Additional information: S2 was 

acquired by TSA, whom has more recently been acquired by ACI.  
o Select System (S2M – www.s2m.ma)  
o Way4 (Openway – www.openwaygroup.com) 
o Postilion (S1 – www.s1.com) 

 Authorisation functionality: 
o Administer and support negative  / hot card files 
o Administer and support positive file with balances 
o Administer and support stand-in authorisation 
o Administer and support stand-alone authorisation 
o Administer and support store & forward 
o Administer and support funds and off line limits 

 Administer and support payment instruments: 
o Mag-stripe debit / credit card 
o EMV debit / credit card 
o Private label card 

http://www.rs2.com/
http://www.cr2.com/
http://www.tsainc.com/
http://www.s2m.ma/
http://www.openwaygroup.com/
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 Security functionality requirements: 
o Transaction security services 
o Pin encryption and verification 
o Message authentication support 
o Support dynamic key exchange 
o Support remote key distribution 
o Support security industry standards 
o Support EMVi 
o Support Triple Desii 
o Support Public Key Infrastructure (PKI)iii 
o Support DUKPTiv 
o Support TSL/SSLv 

 Online fraud  / risk detection and prevention functionality 
 Support the following multicurrency environment 

o USD:  US Dollar 
o JOD: Jordanian Dinar 
o ILS: Israeli Shekel 
o EUR: Euro 

 Provide dynamic currency conversion at rates specified and provided by each bank each 
day 

 Support back-office functionality: 
o Data extraction 
o Relevant reporting capability 
o Reconciliation 
o Settlement 

 Synchronization of the primary and backup servers: 
o  Cold backup. A full database backup of the primary system is restored to the 

backup server once a day. In this way, on average, only the last 12 hours of 
transaction data might be lost in a total system failure. 

o  Warm backup (or log shipping). The database transaction log is truncated 
periodically (for example, every five minutes) and copied to the backup server and 
applied to its database. The time lag between the primary and backup servers is 
never more than a few minutes. 

o  Hot backup (or data mirroring). An add-on solution writes file updates on the 
primary server to corresponding files on the backup server. The data lag between 
the primary and backup server is seldom more than a few seconds. 

 
The BSC operational standards and procedures will potentially implement all three 
synchronization methods defined above from an operational view point.  With reference to DR 
and high availability industry standards, including the proposed DR installation, the consultants 
propose hot backup as the primary synchronization, with both or one of the other as 
secondary pending the final operational procedures defined at switch solution implementation. 

 
6.5.1.7 Class and types of transactions 

The proposed switching solution will handle six classes of transactions: 

 debits – funds are deducted from cardholder accounts, e.g. via cash withdrawal, 
purchases 

 credits – funds are added to cardholder account, e.g. via refunds, deposits, 
adjustments 

 inquiries – provide cardholders with information about their accounts, via balance 
and available funds inquiries, mini-statements 

 transfers – funds are transferred between accounts and institutions 
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 payments – funds are deducted from cardholder accounts and credited to third-
party beneficiaries  

 administration transactions – actions related to the maintenance of accounts, 
such as placing a hold on an account or changing a PIN 

In support of transaction classes, the following transaction types must be supported; 

 ATMs 
o Balance Enquiry 
o Cash withdrawal 
o Mini Statement 

 POS 
o Purchase 
o Refund 
o Purchase with cash back 
o Cash back  

 
6.5.1.8 Switch solution installation 

For purposes of implementing a switching solution for the BSC business, the installation 
requirements will require the following three installation phases; 

Operational installation 
Operational installation of the Realtime switching solution to be procured by the BSC running 
on the prescribed servers with high availability features and characteristics within a secure 
environment on their operational site. 

Development / test installation 
A replicated Realtime switching operational installation for on-going testing and certification of 
new customers or external links, or for hot-staging of existing and new software installations 
located at the operational site. 

Disaster recovery installation 
A replicated Realtime switching installation located at the disaster recovery (DR) site with 
equivalent capacity to the operational Realtime switching installation. 

 

 
Figure 3: Switch solution architecture 
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Figure 5 above represents a graphical representation of the required architecture for the 
proposed switching solution to be implemented by the BSC. 
The architecture supports the following; 

 inter bank ATM transactions 
 POS transactions 
 international gateway, accepting both Visa and MasterCard transactions 
 administer required reconciliation and settlement functions 
 administer settlement files to be provided to the RTGS 

 
6.5.1.9 Switch solution operating system and database software 

requirements 
The switching solution that will be selected and implemented will determine the operating 
system and database software requirements.  For example, a specific switching solution will 
support Microsoft Windows or IBM AIX for example. The choice of operating system will 
determine the underlying database software – MS SQL Server in the case of Windows as 
operating system, or IBM DB/2 in the case of the AIX operating system. 
 
To ensure optimum-operating efficiency, all systems software must be upgraded with the 
latest service packs at all times. 

 
6.5.1.10 Optional disaster recovery software requirements 

Online transaction processing systems require a robust disaster recovery strategy to maintain 
business continuity, offering uninterrupted service, and satisfying legal obligations.  The 
consultants propose that optional additional disaster recovery software be considered as these 
options guarantee that disaster recovery is performed reliably and economically. This optional 
additional software will be dependent on the actual switching solution procured by the BSC, as 
some switching solutions suggest specific types of additional software options.  
 
This type of disaster recovery software is a hardware-independent real-time data replication 
software solution that enables the switch support staff to select mission-critical data for 
protection and that replicates this data from the production server to a “hot standby” backup 
server (or target). 
 

6.5.1.11 Switch Solution Hardware Servers 
Most of the top international switching solution software vendor‟s systems run on Intel-based 
servers such as Stratus, HP, IBM, and Dell for example. The hardware servers to be installed 
by the BSC will be dependent on which switching solution is selected and implemented.  
Aspects such as the actual switching solution architecture, transactions volumes, capacity 
requirements, etc. will also impact the server‟s size and their configuration.  Reliability features 
of hardware servers will form part of the evaluation criteria.  The most critical evaluation 
criteria will be availability / uptime that servers can provide. 
 

6.5.1.12 Cryptographic equipment 
All switching solutions and their required server implementations require access to hardware 
security module(s) (HSM) to provide security services in a tamper-resistant environment. The 
HSM must be dual, redundant to limit exposure to failure. 
 
The switching solution that will be finally selected through the relevant procurement process 
of the BSC will determine what cryptographic equipment will be installed and utilised.  
International switching software solution vendors most often suggest and support the likes of 
Incognito TSM HSM device(s), Thales HSM device(s), Atalla HSM device(s) or Futurex HSM 
device(s). 
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The HSM‟s will provide the necessary data encryption and cryptography requirements for the 
BSC network to comply with international standards and protect the funds of the people of 
Palestine. This is normally done through an exchange of secure keys between the switch and 
the connecting devices located at external entities. It can therefore be stated that HSM‟s will 
support the required encrypted transaction processing and protection for the keys and 
applications that underlie the critical security processes required by the BSC to operate as a 
switch. 
 

6.5.1.13 Switch solution communication requirements 
The proposed switch solution is required to work within a pure TCP/IP environment.  With 
reference to POS devices connecting to the BSC switching solution, the communication types 
to be supported is as follows; 

 GPRS 
 ADSL and Ethernet connection 

 Dial-up connection using regular PSTN lines 
 

6.5.2 POS technology 
6.5.2.1 POS devices 

The proposed switching solution to be implemented by the BSC will be able to connect 
international accepted branded POS devices such as the following: 

VeriFone  

 
 See www.verifone.com for additional information for reference purposes. 
 

Hypercom  

 
  See www.hypercom.com for additional information for reference purposes. 
 

Ingenico 

 
See www.ingenico.com for additional information for reference purposes. 
 
PAX 
 

 
 
The consultants propose that one of the above mentioned or a combination of the above be 
considered when selecting a POS device for roll-out purposes. 
 

http://www.verifone.com/
http://www.hypercom.com/
http://www.ingenico.com/
http://www.pax.com.hk/doce/main.asp
http://www.pax.com.hk/doce/main.asp
http://www.pax.com.hk/doce/main.asp
http://www.pax.com.hk/doce/main.asp
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6.5.2.2 POS device selection criteria 
The selection criteria for POS devices will include the following: 

 Local distribution and support 
 Functionality 

o Accepts credit / debit cards 
o Accepts ATM cards currently deployed in Palestine 
o Must accept both magnetic-stripe and smart cards 
o Minimum security requirements: 

 Must meet MasterCard and Visa security requirements 
 Must incorporates Triple DES encryption and Fixed, Master Session, 

and DUKPT key management 
 Must support application separation at the hardware and software 

levels which minimizes the need to recertify existing payment 
applications every time an application is added or modified 

 Must include integrated privacy shield for cardholder data protection 

 Features: 
o The device must offer an acceptable graphical display 
o Display must offer multi-language font support 
o Key pad must be user friendly for customers to use when entering PINs 

and merchant entering transaction detail 
o Device must have compact and lightweight, ergonomic design, so the PIN 

pad can be used as a handheld, countertop, or wall-mounted device 
o Device must have locking PIN pad cord ensures device will not come 

unplugged when handing to customer – causing loss of valuable data 
o Must have sufficient RAM and flash memory to support multiple 

applications simultaneously 

 Pricing (including possible taxation / import duties) 
 

6.5.2.3 POS software 
POS software is divided into two sub-categories, namely; 

 Operating system 
 POS software application 

Both the operating system and application software will be POS device dependent. Therefore 
depending which device is procured by the BSC, the device will prescribe / define both the 
actual operating system and the application software.  The POS operation system makes 
provision for software separation, so all required POS applications can co-exist separately on 
the device.  
 
The POS application must allow for script downloads, application upgrades, real-time and 
batch terminal information updates, etc. from the switching solution implemented by the BSC. 
One of the POS applications should also support Hotcard file downloads.  In addition, the POS 
application software must support the required monitoring capability that will be implemented 
within the switching solution environment.   

 
6.6 Revenue drivers 
 

The BSC‟s revenue is sourced from four products: 
 

 ATM Switching 
 PoS Acquiring 
 PoS terminal rentals 
 International card gateway 
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6.6.1 ATM Switching 

 
Banks will pay the BSC a flat fee of JD0.45 per transaction, with a monthly minimum volume 
of 2 transactions per month per card registered on their base. 

 
6.6.2 PoS Acquiring 

 
The average merchant will pay a merchant acquiring commission of 2 % of which 1% will be 
passed on to the card issuer. This pricing is seen as aggressive in the Palestinian context. 

 
6.6.3 PoS terminal rentals 

 
The merchants will rent the terminals for $5 per month, on a full maintenance lease basis for a 
minimum period of 3 years.  

 
6.6.4 International card acquiring 

 
Merchants will pay an acquiring commission of 3.5% for transactions conducted with foreign 
cards in Palestine. 
 

6.7 Expenditure drivers 
 

6.7.1 VISA charges 
 

6.7.1.1 VISA setup costs 
 

The following fees have been budgeted for establishing the relationship with VISA 
International. 

 

Principle membership   $80,000 

Cross Border associate membership   $50,000 

Cash disbursement membership   $20,000 

Merchant acquirer fees   $55,000 

VisaNet Direct access   $60,000 

Visa First programme fee     $8,000 

Certification Costs   $80,000 

Total $353,000 

 
6.7.1.2 VISA operating fees 

 
The following fees have been budgeted for maintaining the relationship with VISA 
International on day to day basis. These fees are applied to the volume of transactions on 
VISA cards, however, they are not applied to transaction volumes on the Palestinian ATM 
cards in issue. 
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International Acquiring fee 

 
 

An additional monthly fee of $36,000 per annum as VAP membership fees. 
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6.7.2 Marketing 
 

The only marketing costs which will be borne by the BSC are the costs associated with the 
sales teams which will be dispatched to work with each of the banks. To allow staff level 
flexibility during the startup phase of the business contract workers will conduct these 
marketing activities.  
 
The table below indicates the expected number of staff in this category as well as their 
associated salary and commission costs. 
 

 
 
 

6.7.3 Customer support 
 

The BSC will provide first line customer support via a call centre, backed up with a field team, 
which will travel to the client premises to attend to issues that are more complicated. 

 
 

6.7.3.1 Call centre 
 

The BSC will field a call centre to support both merchants and the partner banks. The call 
centre has been scaled in the model at a rate of 1 seat per 5000 merchants. 
 
This call centre will operate on a 24/7 basis and will provide first level support to all merchants 
and schedule technical call outs as required. 
 
Permanent staff will staff the call centre. The overall permanent staff information is provided 
under the heading Staff, below.  

 
 

6.7.3.2 Field staff 
 

The field staff will perform the initial installation of the terminals and support them after 
installation.  Mobile technical units will be created for this purpose, each with a leased car and 
a cell phone. The number and salary costs of these staff are given in the table below. 
 

 
 

 
6.7.4 Staff 

 
The BSC will have a full complement of staff to support its operations. These will be managed 
by a Managing Director who will report directly to the Chairman of the board of directors.   
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6.7.4.1 Reporting lines, roles and responsibilities 

 
1. Managing Director: Person responsible for managing the BSC in its totality and who 

reports to the Chairman of the Board. 

2. Finance Manager: Reports to the Managing Director and manages both the Financial 

and Administrative aspects of the BSC. 

3. Operations Manager: Reports to the Managing Director and manages all the support 

related aspects of the BSC. Support includes call centre support, as well as the 

technical support team responsible for the operational aspects of the implemented 

switch. In addition, the technical POS support team responsible for supporting the 

merchant POS devises in the field also forms part of his or her responsibility.  

4. Sales Manager: Reports to the Managing Director and is responsible for client 

relationships with the member banks of the BSC. For purposes of the business plan / 

strategy, the sales manager will have sub-contracted sales executives reporting to him 

or her, who will be responsible for selling and signing on merchants as part of the POS 

roll-out. 

5. Sales Executive:  Reports to the Sales Manager and is responsible for signing up 

merchants to the BSC against targets derived from the business plan. 

6. Switch Supervisor:  Reports to the Operations Manager and is responsible for all 

technology requirements of the switch implemented by the BSC. In addition, all the 

switch technical support staff report to the supervisor responsible for all technical 

support and operational aspects of the switches 24x7 availability. 

7. Switch Support Engineer: Reports to the Switch Supervisor and is responsible for 

supporting the implemented switch solution. 

8. POS Engineer: Reports to the Operations Manager and is responsible for the POS 

device installations and support at merchants connecting to the BSC switch. 

9. Financial Administrator:  Reports to the Finance Manager to support and administer 

all financial administration including aspects such inter bank settlements and relevant 

financial reports. 

10. Call Centre Staff: 

Managing 

Director 

Finance / 
Admin 

Manager 

Finance  

Financial 

Administrat
or 

Financial 

Administrat
or 

Admin 

Secretary / 
Recep 

/Admin 

Operations 

Manager 

Switch 
Support 

Switch 

Supervisor  

Switch 

Engineer 

Switch  

Engineer 

Switch 

Engineer 

POS 
Support 

POS 

Engineer 

POS 

Engineer 

Call Centre 

Switch 

Support 

POS 

Support 

Security 

Security 
Gaurd 

Sales  

Manager 

Sales 

Executive 

Sales 

Executive 
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a. Switch Support: Person responsible to administer switch related calls about 

bank connectivity to the switch. 

b. POS Support: Person responsible to administer and support POS related call 

concerning POS devices installed at merchants and that connect to the switch. 

11. Secretary / Administrative / Receptionist:  Person responsible for administering 

the reception and all other administrative tasks required by management. 

12. Security Guard: Person responsible for physical security at the BSC premises. 

 
6.7.4.2 Headcount 

 
The permanent head office staff complement of the BSC is seen as being the following over 
the first 5 years of its existence: 
 

 
 

 
6.7.4.3 Salary costs 

 
The salary costs in the organization are set as follows. These figures represent the cash 
packages paid as the salary overhead is built in under “Overheads” below. It has been 
assumed that the average staff member will receive 14 salary cheques per year. 
 

 
 

6.7.4.4 Overheads 
 

In addition to the salaries above, the following has been allowed with regard to operating 
costs. 
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6.7.5 Product development 
 

The BSC has significant potential to expand the levels of support it is able to give to its 
shareholders. Therefore, it needs to retain an amount each year to implement new services.  
An amount of $500,000 has been set aside from revenue annually to conduct new product 
development and implementation. 
 
The Board of directors of the BSC will guide management on the prioritization of service 
rollout. 

 
6.7.6 Asset base 

 
The total capitalization cost of the system, DR site and all related site enhancements is, office 
infrastructure and POS devices, by the end of 2016 will be $21.18 million, which is made up as 
follows:  
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7 Benefits to Palestine 
 

Palestine will benefit at two levels, namely the customer and the banking industry as a whole. 
 

7.1 Benefits to Palestinian consumers and merchants 
The existence of an in country switch will benefit the Palestinian consumers and merchants in the 
following ways: 

1) Consumers 
a. Cost effective electronic funds, 
b. Pervasive acceptance infrastructure, 
c. Instant access to their accounts – for both purchases and cash withdrawals, 
d. Ability to receive and use their salaries, which is not linked to the challenges of moving 

physical cash around WBG, and 
e. Increased reliability of access to their funds internationally. 

2) Merchants 
a. The ability to continue selling, irrespective of cash supply irregularities. 
b. Clients in store have direct access to all available funds in their accounts, therefore the 

propensity to impulse buying increases, leading to higher sales volumes. 
c. A pervasive electronic infrastructure opens the way to instant bank lending to their 

customers, thus expanding the purchase capability of the clients. 
d. Reduced dependence on cash leads to a reduced need for the merchants to manage 

cash within their own operations. 
 

7.2 Benefits to the Palestinian Banks 
The Palestinian banks will benefit from the switch in the following ways: 

1) Operational benefits  
a. Reduced dependence on cash will reduce cash management costs and management 

burden over time. 
b. As customers develop a card shopping mindset, they will tend to leave their funds in 

their bank accounts for longer periods, improving the float management function at the 
banks.  

c. An electronic relationship, which allows the banks to service their customers more 
frequently allows the banks to do the following: 

i. Profile their client‟s behavior, which will assist in developing more focused 
products 

ii. Determine the customers spend profile, which assists in credit vetting clients – 
which enables lending 

2) Strategic benefits 
a. Position the industry for more electronic services. Examples of such services include a 

possible, centralized mobile banking service offering. 
b. The existence of a jointly owned, jointly controlled entity will form a point of industry 

connectedness to develop other, mutually beneficial, non-competitive services, such as 
card issuing and cash management.  
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7.3 Financial benefits to the shareholders 
 

7.3.1 Principal assumptions in the model 
 

The Table below depicts some of the main assumptions included in the model. 
 
The choice of the expected case being that only 17 of the 18 banks would participate was 
driven off the mandate provided to the consultants at the commencement of this project. 
 

  

Economic participation by shareholders  Shareholding split equally between all 
banks. Voting power on the board of the 
company split equally between the banks.   

 Low case Expected 
case 

High Case 

Banks participating 
Number of banks 

% of banked individuals represented 
 

Percentage of merchant base served   
Number of merchants served (2016) 

   

7 17 18 

67% 82% 100% 

   

60% 60% 60% 

25 778 25 778 25 778 

   

Card revenue assumptions 
Merchant acquiring commission 

Issuer commission 
Net acquiring commission 

 

   

2% 2% 2% 

1% 1% 1% 

1% 1% 1% 

   

Switching fee revenue assumptions 
ATM switching fees 

ATM owner remuneration 
Net ATM switching fees 

International Gateway fees 

   

$0.70 $0.70 $0.70 

$0.49 $0.49 $0.49 

$0.21 $0.21 $0.21 

   

Terminal rental assumptions 
Monthly rental fee per merchant 

Inflation rate of monthly rental 

   

$5 $5 $5 

4.6% 4.6% 4.6% 

Company Net Present Value $7.7 mil $10.6 mil $ 28.9 mil 

 
 

7.3.2 Merchant take up curves 
 

In modeling the business, the team assumed that the merchant acceptance would occur 
according to the following curves. The maximum penetration of the merchant base is capped at 
60% of those merchants with a turnover of $15 000 per annum or more. By 2016, this implies 
that some 26 000 merchants out of a total base of some 122 000 will be being served. This ia a 
market penetration of 21% of the merchants in Palestine.  
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7.3.3 Financial Summary 
 

From an income perspective low, medium and high case scenarios have been prepared and the 
results are summarized as follows: 

  
7.3.3.1 Investment and return to Shareholder Group 

 
The shareholder returns under the three scenarios of bank participation are given below: 
 

Investment return to Shareholders 

Direct benefit Low case Expected 
case 

High Case 

BSC NPV over 5 years $7.7 mil $10.6 mil $ 28.9 mil 

IRR of BSC investment (Direct benefit only) 10.08% 15.35% 42.35% 

Peak funding $10.8 mil $9.1 mil $4.6 mil 

Timing of peak funding 2014 2014 2014 

Terminal value of BSC $16.14 mil $17.6 mil $30.4 mil 

 
 
There is a clear correlation between the value of the business and the level of participation in it by 
the various banks in Palestine. It remains the recommendation of the consultants that a single, 
national acquirer / switch be established, which serves the industry as a whole. 
 

 
The detailed financial statements are set out in Annexure A hereto. 
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7.4 Financial model 
 
 

7.4.1 Key Assumptions and sensitivity analysis 
 

The following assumptions have the largest impact on the business case:  
 

7.4.1.1 Number of banks participating in the project 
 

The business is highly sensitive to the number of banks participating because the banks 
are the conduit source of business to the BSC, as well as its route to market. 
 
Not only is the absolute number of banks important, but so too is the bank‟s own market 
share, and level of development in electronic banking, such as the number of cards in 
issue and the number of ATM terminals in the market, or planned. 
 
The impact of the number of banks participating is clearly shown by the changes in 
value of the business between the low, expected and high cases above. 

 
 

7.4.1.2 The rate of take up of terminals in the market 
 

Palestine has a relatively underdeveloped POS infrastructure, and, as such the BSC has 
limited deployed infrastructure upon which to draw. 
 
Because of this, the business is fairly sensitive to the POS rollout plan adopted, as 
depicted in the table below. (All cases are based upon the expected case of the financial 
model) 
 
The percentages in each of the years refer to the penetration level of the addressable 
market in each of the years under review. 
 
The second row is the curve currently in use in the model, while the other 2 rows serve 
to demonstrate the sensitivity of the business to merchant acquisition rates. 
 

2012 2013 2014 2015 2016 NPV 

10% 20% 30% 40% 50% ($12.1 mil) 

20% 40% 60% 60% 60% $10.6 mil 

20% 40% 60% 80% 100% $44.5 mil 

 
 

7.4.1.3 Terminal rental fees 
 

A significant component of the BSC balance sheet, (approx. 80%) consists of PoS 
devices, which are rented to the merchants for their use. 
 
The level at which that rental is set has a significant impact on a number of issues, the 
higher it is set, the higher the valuation of the company, but the lower the inclination of 
the merchants to accept the terminals. The lower the rental is set, the lower the 
valuation of the company, and, below a certain level, the merchant utilization of that 
terminal also diminishes. 
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In the sensitivity table below, the link between rental price and company value is 
explored.  
 

Monthly rental fee NPV 

$0 ($82 529) 

$5 $10.6 mil 

$10 $23.2 mil 

 
7.4.1.4 Consumer behavioral assumptions 

 
The assumptions as to customer behaviors used in the model were provided to the team 
by all banks in Palestine and were moderated by the team against 2010 statistics 
provided by the association of banks. 
 
The model is sensitive to the level of performance of the consumers, as can be seen in 
the table below. 
 
The percentage loading and discount applied is applied to all market behaviors, such as 
card swipes per customer, ATM usage per customer as well as the international 
transactions effected by the clients. 

 

Sensitivity % applied to all customer behaviour NPV 

70% ($3 mil) 

100% $10.6 mil 

115% $17.26 mil 

125% $24.3 mil 

 
8 Implementation plan 

8.1 Structure of the business 
 

It is proposed that the BSC be incorporated as a company of limited liability, which is owned by the 
banks as an Associated Company. It is anticipated that at least 5 banks will subscribe to the 
company, leading to a potential 20% share to each of the banks.  
 
The memorandum and articles of association of the company should include a clause compelling all 
shareholders to dilute their holdings pro rata, at market value, to allow other banks to become 
shareholders over time. 

Figure 4: Structure of the BSC 
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To guarantee the BSC‟s success, all shareholders will contribute the following to the venture: 
 

1) All of their interbank switching will be through the BSC. 
2) They will actively market the POS terminals to their most valuable merchants, in conjunction 

with the BSC sales team. 
a. Each of the shareholder banks will accept and achieve sales targets in this regard. 

3) All of the shareholder‟s existing and future ATMs will be made available across the switch. 
4) All shareholders will market the use of all networked ATM‟s to their consumer customers. 
5) The shareholders will market card-based purchases to their own consumer customers. 

 
8.2 Selection of the startup shareholder banks 
 

Perhaps one of the most important decisions in this initiative is that of the selection of the initial 
banks. To ensure the maximum growth rate of the company, it is highly recommended that the 
founding shareholder banks would be those banks serving at least 50% of the Palestinian customer 
base. 
 

8.3 Project plan / timing 
 
The implementation project will project will require 100 cycle days, commencing on 1 September 2011, 
and completing in January 2012. 
 
The deliverables of this project are: 
 

1) A registered, licensed company 

2) The company is licensed, equipped and all processes in place to sustainably carry on the 

business of VISA acquirer and VAP operator 

3) Offices which are opened, and equipped,  

4) A set of systems and the necessary software to perform the roles required for the initial product 

5) Systems housed in a VISA certified facility, with a VISA certified DR site 

6) The systems of all registered shareholder banks connected to the BSC systems 

7) 10 working terminals, and the necessary software ready to be downloaded into future terminals 

purchased by the entity 

8) Recommendations to the shareholders as to whom they should appoint as CEO, CFO and CIO of 

the BSC 

This will be a challenging project plan to deliver within this timeframe, so it is proposed that a 
dedicated team of consultants, with experience in implementing such projects be engaged to conduct 
the implementation project on behalf of the shareholders.  
 
Linking to the shareholders is going to require active support from the operations and systems 
departments of the banks. 
 
The table below indicates the major tasks on the implementation project plan: 
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All costs associated with conducting this project have been included in the initial share capital amount 
of $3 million, which is contained in the financial model. 
 
Achieving the above project plan, on the dates indicated in it, is contingent upon the following being 
completed before 1 September 2011: 
 

1) A group of initial shareholder banks is assembled and ready to enter into shareholder 

agreements 

2) The capital of $3 mil is ready to be deposited into the account of the company to be formed 

3) A steering committee of decision makers from the shareholders is identified and able to steer 

the project team in its work throughout the run of the project. 

4) The consultancy, which is to perform the work, is identified and hired. 

5) The project team is able to work in Palestine, under the guidance and sole authority of the 

steering committee in an unfettered manner 

6) All support and assistance required in obtaining access to resources, including commercial 

suppliers and or government agencies is provided by the steering committee. 
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9 Recommendation  
 
Based upon its strategic and commercial merits, the BSC is a viable business. 
 
Banks that invest in it and use its services will benefit financially, both through the dividends derived 
from the company as well as through operational efficiencies within their organisations. 
 
Strategically – the BSC is important in that it will, over time, diminish Palestine‟s dependence on cash, 
which will reduce the impact of the current logistical challenges presented by checkpoints throughout 
the country. 
 
Based upon these factors, it is recommended that the banking community unite and invest in the BSC 
as a jointly held service company which services the industry as a whole. 
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Annexure A – Low Case 
 
Income Statement – Low case 
 

 
 
 
 
Balance sheet – Low case 
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Cash flow statement – Low case 
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Annexure B – Expected Case 
 
Income Statement – Expected case 
 

 
 
 
Balance Sheet – Expected case 
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Cash flow Statement – Expected case 
 

 
 



Confidential  Page 42    

Banking services company  
 
 
 
 

Annexure C – High Case 
 

Income statement – High case 
 

 
 
 
Balance sheet – High case 
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Cash flow statement – High case 
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Footnotes - Explanation of selected technical terms 

 
                                           
i EMV stands for Europay, MasterCard and VISA, a global standard for inter-operation of integrated 
circuit cards (IC cards or "chip cards") and IC card capable point of sale (POS) terminals and 
automated teller machines (ATMs), for authenticating credit and debit card transactions. 
The EMV standards define the interaction at the physical, electrical, data and application levels 
between IC cards and IC card processing devices for financial transactions.  
See  www.emvco.com for additional EMV related information. 
 
ii In cryptography, Triple DES is the common name for the Triple Data Encryption Algorithm (TDEA or 
Triple DEA) block cipher, which applies the Data Encryption Standard (DES) cipher algorithm three 
times to each data block. Because of the availability of increasing computational power, the key size of 
the original DES cipher was becoming subject to brute force attacks; Triple DES was designed to 
provide a relatively simple method of increasing the key size of DES to protect against such attacks, 
without designing a completely new block cipher algorithm. 
See www.tropsoft.com/strongenc/des3.htm  for additional information regarding Triple DES. 
 
iii Public Key Infrastructure (PKI) is a set of hardware, software, people, policies, and procedures 
needed to create, manage, distribute, use, store, and revoke digital certificates.[1] In cryptography, a 
PKI is an arrangement that binds public keys with respective user identities by means of a certificate 
authority (CA). The user identity must be unique within each CA domain. The binding is established 
through the registration and issuance process, which, depending on the level of assurance the binding 
has, may be carried out by software at a CA, or under human supervision. The PKI role that assures 
this binding is called the Registration Authority (RA). The RA ensures that the public key is bound to 
the individual to which it is assigned in a way that ensures non-repudiation. 
  
The term trusted third party (TTP) may also be used for certificate authority (CA). The term PKI is 
sometimes erroneously used to denote public key algorithms, which do not require the use of a CA. 

 
Figure Error! Main Document Only.: Diagram of Public Key Infrastructure  
 
iv In cryptography, Derived Unique Key Per Transaction (DUKPT) is a key management scheme in 
which for every transaction, a unique key is used which is derived from a fixed key. Therefore, if a 
derived key is compromised, future and past transaction data are still protected since the next or prior 
keys cannot be determined easily. DUKPT is specified in ANSI X9.24 part 1. 
 

http://www.emvco.com/
http://www.tropsoft.com/strongenc/des3.htm
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DUKPT allows the processing of the encryption to be moved away from the devices that hold the 
shared secret. The encryption is done with a derived key, which is not re-used after the transaction. 
DUKPT is used to encrypt electronic commerce transactions. While it can be used to protect 
information between two companies or banks, it is typically used to encrypt PIN information acquired 
by Point-Of-Sale (POS) devices. 
DUKPT is not itself an encryption standard; rather it is a key management technique. The features of 
the DUKPT scheme are: 

 enable both originating and receiving parties to be in agreement as to the key being used 
for a given transaction,  

 each transaction will have a distinct key from all other transactions, except by coincidence, 
  if a present key is compromised, past and future keys (and thus the transactional data 

encrypted under them) remain uncompromised, 

  each device generates a different key sequence, 
 originators and receivers of encrypted messages do not have to perform an interactive key-

agreement protocol beforehand. 
 
v Transport Layer Security (TLS) and its predecessor, Secure Sockets Layer (SSL), are cryptographic 
protocols that provide communication security over the Internet.[1] TLS and SSL encrypt the segments 
of network connections above the Transport Layer, using asymmetric cryptography for privacy and a 
keyed message authentication code for message reliability. 
Several versions of the protocols are in widespread use in applications such as web browsing, 
electronic mail, Internet faxing, instant messaging and voice-over-IP (VoIP). 
TLS is an IETF standards track protocol, last updated in RFC 5246 and is based on the earlier SSL 
specifications developed by Netscape Corporation. 
 


