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	F
	Background

The purpose of this document is to present the business requirements specification for implementing a new Banking Platform for the Co-operative Financial Institutions (CFI's).
The Co-operatives Banks Development Agency (CBDA) is taking the lead role in line with its mandate of supporting, promoting and developing co-operative banking, by investigating the feasibility of CFI’s utilizing a shared and affordable banking platform with access to the National Payments System (NPS). 
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REQUIREMENTS CATALOGUE
	Requirement ID
	Functional Requirement Name
	Functional Requirement Definition 

	1
	Member Management
	1. This function must allow users to add, delete and update the CFI members  



	2
	Member Share Management
	This function must allow users to process share purchases, pay out share dividends to members and also to allow for the re-purchase of shares by CFI members resigning

	3
	Account Management
	This function must allow management of the following accounts: 

1. Savings Accounts

· Normal Savings Account

· Transactional Accounts

· Target Date e.g. Christmas savings

2. Deposit Accounts

· Term deposits

· Notice deposits

· Linked Deposits

· Annuities

3. Loan Accounts

· Term Loans

· Revolving Loans

· Secured and unsecured Loans.
The system must be designed to allow a member to hold any number of accounts and types of accounts.

	4
	Loan Management
	1. This function is required to maintain the loan accounts of all the members. This function must allow the opening of the loan account automatically once a loan application has been approved.

2. The system must acknowledge loan repayments, calculate and post interest to the members loan account. 

3. The system must calculate loan repayments automatically. 

4. Interest paid on the loan must be separated from the principal amount.

5. The system must provide scenarios for advanced payments and indicate the decrease of the principal amount or pre-payment.

	5.
	CFI Operational Management
	This function must allow the allocation of operational roles and user access control of different CFI employees e.g. Manager, Loans Officer, Investment Officer and Cashier.

Maintain complete audit trails of all inquiries, transactions and adjustments made to any data held in the system.

	6
	Teller/Cash Management
	1. This function must be responsible for receiving all cash and cash equivalent into the system.

2. Tellers can receive cash and cheque deposits, pay out cash and cheques, cash cheques, etc.

3. The system must support an unlimited number of tellers working simultaneously. 

4. The system also supports online authorizations of transactions.

	7
	General Ledger Management
	The general features of the General Ledger must include the following functionality:

1. The GL must be automated and integrated into the system

2. An industry specific and modifiable, sample charts of accounts that could be used to save time when setting up the general ledger.

3. Quick location of accounts within the chart of accounts.

4. A flexible search feature.

5. Inquiry capability to examine account status, balance history, budgets and transactions. 

6. The ability from the general ledger to drill down to the source of the original posting.
7. Account information and journal entries can be imported from a text file.
8. Must allow for journal entries to be exported /imported in a CSV, Excel and PDF format. 

9.  Must have default chart of account/

	8
	Access Channel Management
	This function must allow must to access the banking platform via the following channels:

1. Branch

2. Mobile

3. Point of Sale
4. Internet

5. ATM.

	9
	Account Use Management
	This function must provide the following capabilities.

1. Value Transaction Management

2. Enquiries Management

3. Payments Management

4. Fees and Charges Management

5. Interest Managements

6. Value Added Services.

	10
	Reporting
	The system must provide operational and management reporting that will allow the CFIs and the CSS to run their businesses on a day to day basis and to manage their business in the short, medium and long term.

All reports should be configurable and customisable.

All reports should be available on the user’s terminal, hardcopy, CSV format, Excel format and PDF format.

From a GL perspective the system must provide the following reporting capabilities.

1. Must allow sub-totalling and consolidation accounts for custom financial statements

2. Must produce monthly, quarterly, yearly and date range (e.g., weekly, monthly, etc.) income statements

3. Must be capable of printing date sensitive balance sheets (as of a certain day in a month)

4. Must allow a date range selection for the trial balance

5. Must offer flash reports providing quick overall view of financial strength with various financial ratios (e.g., current ratio, acid test, etc.)

6. Income Statement / Comparative Income Statement/ Budget Variance Income Statement

7. Budgets-only (proforma) Income Statement

8. Balance Sheet /Comparative Balance Sheet

9. Statement of Cash Flow

10. Trial Balance (General Ledger) /Summary Trial Balance /Working Trial Balance

11. Journal Reports

12. Account Detail Report

13. Budgets Worksheet

14. Flash Report (summary report of financial ratios and historical information.


REQ-0 General Principles

The system must cater for the following general operational principles:

1. Only members can use the services of the CFI.

2. All CFI members must have shares.

3. The CFI must remain operational if telecommunications is not available.

4. Transactions are processed as and when the transaction occurs (Data entry at point of origination), which should be the preferred option, OR data entry is done in a delayed fashion, with or without batch uploads. It must be the CFIs choice as to which technique to use for a particular requirement.
5. A user can only access the system by supplying a user name and a password.

6. All transactions and queries or inquiries and report generations must be logged in a user accessible audit trail.
REQ-1 Member 



1. When loading a new member the system must record the following information about a new Member:

· Title (e g. Mr/Mrs/Ms/Miss – configurable dropdown list)
· Initials  (String)
· First Names (String)
· Surname (String)
· Member number (String)
· SA Citizen (Yes/No option)
· If SA, ID Number (13 digits numeric, must be valid SA ID) see verification code
· If Not SA Citizen, other identification number and the expiry date (25 alpha numeric characters)
· Income Tax Number (10 digits numeric, must be valid SA tax number) 
· Postal address (String)
· Postal Code ( must be 4 digits code)
· Residential address (String)
· Telephone numbers (10 digits plus a 5 digit country code). The system must cater for 3 contact numbers
· E-mail address (system must verify structure of e-mail address)

· Common bond identification number (String)

2. The system must create a new member record and assign a membership number.
3. It must be possible to specify the membership number structure and a starting value.
4. The member must be marked as ‘inactive’ until the share purchase requirements have been met.
5. The system must provide the facility to maintain a member’s details.
NOTES: 
The following guidelines must be used for the verification of a South African Identity Document

SA ID number format {YYMMDD}{G}{SSS}{C}{A}{Z}
· YYMMDD:
Date of birth.
· G: 

Gender. 0-4 Female; 5-9 Male.
· SSS: 

Sequence No. for Date of birth / Gender combination.
· C: 

Citizenship. 0 SA; 1 Other.
· A: 

Usually 8, or 9 [can be other values]
· Z: 

Control digit calculated in the following section:
Formula to calculate the check digit for a 13 digit identity number:
· The control digit, the 13th digit, is calculated as follows using ID Number 800101 5009 087 as an example:
· Add all the digits in the odd positions except for the last digit.
· 8 + 0 + 0 + 5 + 0 + 0 = 13
[1]
· Move the even positions into a field and multiply the number by 2.
· 011098 x 2 = 22196 

[2]
· Add the digits of the result in the previous calculation [2].
· 2 + 2 + 1 + 9 + 6 = 20

[3]
· Add the answer in [3] to the answer in [1].
· 13 + 20 = 33.
· Subtract the second digit (i.e. 3) from 10.  The number must tally with the last number in the ID Number. If the result is 2 digits, the last digit is used to compare against the last number in the ID Number.  If the answer differs, the ID number is invalid. 
REQ-1.1 Member Shares (Mandatory)

1. Only members qualify to have accounts in a CFI (savings, deposits or loans).
2. To become a member a certain minimum number of shares must be bought.
3. A member must not be activated on the system until he / she has purchase a share(s). Only active members can open and transact on accounts.
4. The system must:

a. Capture the payment details.
b. Capture the date the shares were purchased

c. Allow approval by the Board
d. Issue a numbered share certificate.

e. Optionally capture the nominated beneficiaries and percentage split for a member.
f. Make the appropriate entries in the GL.
5. The system must allow the CFI to specify the share certificate number structure and a starting number.
6. The system should support the option for a member to pay for their share over time (a ‘layby’ option). The person only becomes a member and is permitted to transact once share fully paid up.

7. Value could range from R1 per share to a maximum of R999 999 999.

8. No single member may own more than 20% of the total shareholding.

9. These shares CANNOT be encumbered or used as collateral for any loans.
REQ-1.2 Member Shares (voluntary)

1. CFIs may allow members to optionally purchase additional shares. The purpose of this type of share is to assist CFIs meet their capital requirements. These shares can be:
a. Used as collateral;

b. Time and/or period specific
c. Redeemed.
2. However, if any of the above is applicable, then the shares cannot be used for adequacy between capital and assessment. 
3. All other characteristics of the voluntary shares are as for the mandatory shares including that of the 20% rule. If included in capital requirement assessment then no single member to hold more than 20% of Member Shares both Mandatory and Voluntary.
4. The System must:

a. Support the purchase of voluntary shares

b. Support marking voluntary shares as used for collateral

c. Support unmarking voluntary shares as been used for collateral

d. The redemption of some or all of a member’s voluntary shares due to a request from the member
e. The redemption of some or all of a member’s voluntary shares due to the date reached.
REQ-1.3 Share Register

The system must provide the following functionality related to member shares.
1. A Share Register which reflects the following information for each shareholder:

· Name of Member
· Address of Member
· Number of shares issued and value per share 
· Date(s) share certificate(s) issued
2. The facility to transfer shares between members indicating the number of shares transferred. 
2.1 If bought by an existing member the shares must be added to the existing record of such member. 

2.2 Record the date when the transaction occurred.
3. The facility to repurchase shares from members indicating the number of shares repurchased.
3.1 Record the date when the transaction occurred.

4. For all these transactions the appropriate GL entries must be made. .
The system must calculate the patronage dividend

Process Flow Diagram – Member Share Purchase diagram
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Member Share Types
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REQ-2 CREATING A PRODUCT 

1. The system must support the creation of products by the CFI.
· Table 1 below shows the types of characteristics a Product (account type) can have.
· Table 2 below outlines the types of transactions that a Product can support (allowed).
· Table 3 shows the controls or parameters that can be used when deciding whether a fee that can be applied to a transaction that is allowed on a Product should be applied.
· Table 4 below shows the various ways of calculating the value (amount) of a fee that is applied to a transaction.

Table 1 - Account Characteristics
	Account Characteristics
	Description

	Overdraft allowed
	Does this account allow overdrafts

	Product Overdraft limit
	If this product type allows overdrafts what is the maximum overdraft allowed on any account of this type.

	Account Overdraft limit
	The maximum overdraft allowed on a specific account. This will depend on the credit rating of the client (member). It cannot exceed the Product Overdraft Limit for this Account / Product type.

	EFT transactions allowed
	Can the client (member) do EFT transactions on this account?

	ATM transactions allowed
	Can the client (member) do ATM transactions on this account?

	Additional Deposits allowed
	For investment products can additional deposits be made after the initially deposit?

	Additional Deposits maximum number
	If additional deposits are allowed is there a limit on the number of additional deposits allowed?

	Additional Deposits maximum percentage
	If additional deposits are allowed is there a limit on amount deposited relative to the initial deposit?

	Additional Deposits minimum period
	If additional deposits are allowed is there a minimum period that must elapse between deposits?

	Is this a Loan Product
	The type of account

	Is this a Savings Product
	

	Is this an Investment Product
	

	Payment Frequency
	How often must the client make payments to this account (applicable to loan accounts and certain types of savings / investment products). Monthly, quarterly, bi-annually or annually. 

	Make Dormant
	If there are no client initiated transactions on an account for a specified period should the account be marked as dormant?

	Dormant period
	Number of months during which no Client initiated transaction occurred on the account that must pass before an account is marked as dormant. 

	Investment Period Type
	Days / months / years

	Investment Period
	The number of days, months or years for a fixed term investment (Range 1 to 365 (days), 120 (months), 25 (years)). 

	Notice Period
	Number of days’ notice required to redeem a notice investment (Range 1 – 999).

	Minimum balance
	System must not allow the balance to drop below this amount unless the account is being closed.

	Maximum balance
	System must not allow a transaction that take the balance above this limit.

	Maximum Duration
	The maximum period the account can be active for, for example, 20 year loan, etc.


Table 2 – Transactions Types

The following table defines the types of transactions that can be used on products.
	Transaction Types
	Description

	Deposit
	Funds coming in

	· Cash (Branch and Agency Bank)
	

	· Cheque (Branch and Agency Bank)
	

	· EFT
	

	· Internal transfer
	

	Withdrawal
	Funds going out

	· Cash (Teller, ATM, POS)
	

	· Cheque
	

	· Internal transfer
	

	·    (1. Debit order)

·    (2. Bill payment)
	

	· EFT
	

	Journal
	Funds in and out

	Payroll Deduction Credit

Payroll deduction will be 
· Credited to a nominated savings account.
· The allocation of “splits” accounts will be held in the nominated account
· The subsequent “splits” will be transferred from the nominated account into the splits accounts e.g. R100 deposit to savings, “split” instructions will be R20.00 to the short-term loan, R30.00 to the medium-term loan.
·  (Underpayments) Should the credit the receiver account not be sufficient to cover all the required payments, the system must provide a method to indicate the order in which payments must be made.
· (Overpayments)If the credit exceeds the payments to be made to , the excess should be left in the receiving account

	Funds in


Table 3 - Transaction Fee Control Parameters
The following table indicates the parameters used to control the calculation of each Transaction Fee that is applicable to a particular Product. As part of the Product definition the Product definer, the person who is configuring the Product, will indicate whether a particular parameter is applicable to a Product
	Transaction Fee Control Parameters
	Description

	Minimum balance
	The minimum balance on the account. If the account balance drops below this value the fee is applied.

	Free Balance
	If the account balance remains above the value for the calculation period the fee is not applied.

	Maximum Free ‘X’ Transactions 
	If the accounts have more than the ‘Maximum free’ transactions of this transaction type in the ‘Period’ the fee is applied.

	Period
	The period (duration) used to calculate the ‘Maximum Free ‘X’ Transactions’ and ‘Free Balance’.

	Exempt
	If the account is marked as ‘exempt’ this transaction fee does not apply to the account. 

	Pensioner
	Not applicable if the client (Member) is a pensioner. The system must support the ability to define the age when a client (member) is regarded as a pensioner.

	Payroll deduction
	Free – no fee applicable for payroll deductions 

	Account closing
	Account can be closed if the balance is zero or less than X amount.


Table 4 - Transaction fee calculation methods
The following table defines the various methods required to calculate a transaction fee.
	Transaction Fee Calculation Methods
	Example

	Fix value
	Rx.00

	Tiered fixed values
	Rx.00 < Ra / Ry.00 < Rb / Rx.00 > Rb

	Tier percentage with minimum and cap
	x% to Ra / y% to Rb / z% > Rb 

Minimum Rm / maximum Rn

	Percentage with minimum and cap
	x%, minimum Ry.00, maximum Rx.00

	Base amount + percentage + minimum + cap
	Ra.00, x%, Ry.00 / Rz.00 

	
	


REQ-2.1 PRODUCT MAINTENANCE

1. The system must allow an authorised user to change specific values on the Product description.

2. When the product is changed the system must record the values before and after the change and who made the change.
3. Impact of change. The system must support the following options:

3.1 Make the change effective immediately.

3.2 Allow the authorised user to specify a future dated effective date.

4. Scope of change. When configuring a product it must be possible to indicate whether a change impacts all accounts related to the product or only new accounts created and or changed on or after the effective date where changed means the member added or removed funds.
REQ-2.2 Product Inquiry
1. The system must allow an authorised user to inquire on a Product.

2. The system should show all the current product parameters.

3. The user should have the option to see old parameters, i.e., parameters that have been changed.

REQ-2.3 CLOSE A PRODUCT

1. The system must allow an authorised user to close a Product.
2. There are two types of closure, closed to new business and fully closed.
· If the Product is closed to new business the system must not allow a new account of this type to be opened but the existing accounts will continue to operate as normal.
· If the authorised user wants to fully close a product the system must only allow this if all the accounts of this product are closed.
REQ-3 Account Opening Requirements
Only an active member can open and transact on an account. CFI members are eligible to open any accounts offered by the CFI where the member meets the requirements to have an account of the type. 

1. When opening an account the system must link the account to the member and allocate a unique account number.

2. The system must link the new account to the appropriate GL Control Account.
3. It must be possible for the CFI to specify:

3.1 The account structure.

3.2 The starting value for a product’s account number. 
4. When opening an account the system must record the type of account being opened.

5. When opening an account the system must record the account open date as “today’s” date.

5.1 The system must offer an over-ride facility subject to authorisation to change the account opening date.

	REQ-3.1 Accounts Transactions

1. The system must support the functionality to deposit cash and cheques.

2. The system must support electronic deposits and withdrawals.

3. The system must support internal transfers.

4. The system must support online transactions as well as batched transactions. The system must not place any restrictions on what transactions the CFI chooses to run as online transactions and which transactions the CFI chooses to run as batch transactions.

5. The system must allow the same type of transactions to run as both online and batch transactions.

6. The system must support scheduled transactions.

7. The system must support system generated transactions such as interest calculations, interest capitalisation, raising of fees and charges, etc.

8. The CFI must be able to specify frequency, when and the conditions under which these system generated transactions will occur.

REQ-3.2 Overdraft Facility

1. The system must provide the facility when configuring a product to specify whether accounts of this product can have overdraft facilities.

2. If accounts of a product can offer an overdraft facility the system must provide a facility to specify:

a. The maximum overdraft allowed.
b. The rate to use.

c. Any one off or recurring fees incurred if the member chooses to have an overdraft facility on her / his account.

d. Any fee incurred when the facility is used.  
3. For accounts that allow overdrafts the CFI must be able to specify per account:

a. Whether the account has an overdraft facility

b. The amount of the overdraft facility

4. For accounts that have an overdraft facility the CFI must be able to change or deactivate the overdraft facility.

REQ-3.3 Overdrawn Account

1. The system must decline any debit transactions against an account that is overdrawn where over drawn means the account balance is less than zero on an account that doesn’t have an overdraft facility or where the account has exceeded its overdraft limit where an account has an overdraft facility.

2. The system must allow the CFI to configure a fee that is incurred whenever an account goes overdrawn.

3. The system must allow the CFI elect to specify that an account is not overdrawn if the cause of the account going overdrawn is solely due to charges applied by the CFI such as an account maintenance charge or some other similar charge raised by the CFI.
4. The system must provide a report that shows all accounts that went overdrawn and are still overdrawn in a specified period.

REQ-3.4 Accounts Inquiries
The system must support the following inquiries on all accounts.
1. It must be possible to inquiry on an account to see the current status, i.e., available balance, total balance, un-cleared effects, last transaction date and amount, current rate, etc.

2. Generate a statement, either for the current period or for a period selected by the user. 

3. The user must have the option to view the statement, e-mail the statement or to create a CSV, Excel or PDF file.

4. Search for a transaction by either specifying a transaction type, or value, or value range or date or date range or any combination of these parameters.
REQ-3.5 Dormant Accounts

The banking industry uses the concept of dormant accounts. A dormant account is an account where there has been no member generated activity on the account for an extended period of time. Depending on the nature of the product this may or may not be normal. For example, on a 5 year fixed deposit there will be no member generated activity for 5 years. However on a savings account one would expect the member to transact on the account on a fairly regular basis. 

1. The system must provide the facility to define whether accounts associated with a product can ‘go dormant’.

2. The system must provide the facility to define the period of member inactivity used to define a dormant account.

3. The system must provide a schedule task that will mark, using a hold code or similar mechanism, accounts as dormant.

4. The system must require special authorisation to allow a teller initiated transaction against a dormant account. This authorisation must lift the dormant indicator.

REQ-3.6 Account Closing
1. In order to close an account, the account balance must be zero or within the product specified tolerance limit e.g. R5.00.
2. The system must allow a ‘closing balance tolerance’ value to be specified per product type.
3. The system must record the date the account was closed and mark the account as in-active.
4. If any electronic transactions are received for a closed account these must be rejected with an appropriate reason and a report must be produced and an electronic record (audit trail entry) of the rejection made.


REQ-3.7 Withdrawal Limits
1. The system must allow the CFI to specify limits which if a withdrawal exceeds the limits additional authorisation is required.

2. The system should allow tiered limits which require increasing levels of authorisation.

3. The system must be able to specify teller withdrawal limits per product. 

4. The system must support any statutory withdrawal limits such as the limits on NAEDO, EFT, cheques, etc.

REQ-3.8 Cheque Withdrawals

1. The system must support cheque withdrawals.

2. Does the system support cheque printers at the teller station?

3. Does the system support the generation of a cheque request that will be fulfilled by a back office function?

REQ-3.9 PINS

1. The system must support the confidential issuing of PINS to members where a member has a PIN based account.

2. The member must be able to select her / his own PIN subject to CFI specified rules such as the number of digits.

3. The system must support the confidential changing by a member of their PIN.

REQ-3.10 Account Hold
1. The system must support the facility for a member to ask the CFI to place a hold on one of his / her accounts should they have lost / misplaced the account card.

2. The system must support the re-activation of the member’s account subject to suitable authorisation.
REQ-3.11 Clearance Period

1. The system must allow the CFI to indicate per product whether a clearance period must be applied to cheque deposits and if yes what that period is in working days.

REQ-3.12 Account Sweep

1. The system should provide a facility to allow a member to instruct the CFI to sweep funds between the members accounts on specified events, such as a particular date in the month, or if the balance drops under or exceeds a threshold.
Savings Account Functional Decomposition Diagram
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Deposits Functional Decomposition Diagram
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REQ-4 Processing Of Loan Applications

1. The system must give guidance and record keeping of a new loan application by holding the information pending and not as a final entry.

2. The system must hold the following record information to be posted on a pending file:

· Member

· Purpose of application

· Amount applied for

· Asset to be acquired if appropriate

· Deposit amount to be paid if appropriate

· Sureties offered if appropriate
· Supporting documents required if appropriate

· Supporting documents received if appropriate.
3. If a loan application is approved the system must automatically open an account with all the information provided on the application.

4. If the application is declined the system must keep a record of the application details plus the reason(s) for the decline, who declined the application and who approved the decision if required. 
5. The  system must provide the delegation of authority in approving loans in the following process flow

e.g.

· All loan applications , funds must be released by the Credit Committee

· The manager must be responsible for 1st Authorisation level approval and rejection of all loan applications.
· Loan Officer must be given the 2nd Authorisation Level for approval and rejection of all loan applications.

REQ-4.1 Loan Arrears Management
1. When a payment becomes overdue, the system must generate reminders at intervals specified by CFI’S, with the details of the outstanding payment as of the date of the reminder.
2. The CFI must be able to specify how the reminders are sent to the member – mail, email or SMS.

3.  For example, the system must produce late payment notices/reminders in the following scenarios:
· An SMS , mail or e-mail reminder must be sent to the member for a 1 week late payment 
· A first letter of demand must be sent to a member he/she has missed payment by 2 weeks

· A second letter of demand must be sent to a member he/she has missed payment by 3 weeks

4. A  final letter of demand if payment has been missed by 4 weeks
5. The system must produce an arrears loan report.

REQ-4.2 Securities Management
1. Does the system provide support for managing security documents? If yes please provide details.
Loans Functional Decomposition Diagram
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Process Flow Diagram – Loan Application
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REQ-13 Cash Management
1. The system must support the control of cash from the vault to the teller and back to the vault.
2. The system must record the Cashier starting float.
3. The system must provide a teller balancing facility.
REQ-13.1 Cash on Hand: Withdrawal from an external bank account

It may be necessary to replenish Cash on Hand (CoH) from time to time by withdrawing cash from the CFI’s external bank account. 

After cash been withdrawn from an external bank account the following procedure must be followed:

1. The bank official who withdrew the cash must complete the normal cash deposit process of the CFI.

2. The deposit must be entered into the GL through the system to increase CoH plus the contra account.
REQ-14 Interest Rate Requirements

1. The system must support the concept of ‘base rates’ such as prime and the ability to drive product rates directly or indirectly off these base rates.
a. Directly means the product uses the ‘base rate’.

b. Indirectly means the product applies some formula to the ‘base rate’ to derive its rate.

2. The system must allow for the input of new rates.

3. It must be possible to future date a rate change.

4. The system must keep a complete record of all rate changes including the rate, the date the change was made, the date the change becomes effective and who made the change.

5. When configuring a product the CFI must be able to specify if a rate change impacts on existing and new accounts or only new accounts.

6. The CFI must be able to specify different effective dates for new accounts and existing accounts.

7. The CFI must be able to specify a notice period before which a new rate comes into effect.

8. The CFI must be able to specify a tiered ‘offset’ rate relative to the base rate for a product.
9. The system must allow for the requirement for an authoriser to authorise any rate changes.

REQ-14.1 Interest Rates For Savings, Fixed Deposit & Loans

Table 5 Account Rate Calculation Method

	Account Rate Calculation Method
	Description

	Fixed Rate
	Is this rate fixed? Example, if the rate is driven by Prime is the Prime Rate on the day the account was open used for the duration of the account. If it is the answer to this question would be, ‘yes’. If not the answer would be, ‘No’ and then as Prime moves the account’s rate will move.

	Rate
	Flat

	
	Tiered based on balance

	
	Tiered based on period

	
	Tiered based on balance and period

	
	Linked to Prime with an offset percentage. For example, Prime -0.75%. Assume Prime at 8.5% would give 7.75%

	
	Linked to some other rate with an offset percentage

	Rate Over-ride
	Zero if balance falls below specified threshold

	
	Specified value if any client initiated transactions occurred on the account during the month

	Interest calculation method - Daily Balance
	The closing balance on the account during the day.

	Interest calculation method - Minimum Monthly Balance
	The lowest balance on the account during the Month. 

	Interest calculation method – Average Monthly Balance
	The average balance on the account during the Month.

	Pensioner Additional Percentage
	A percentage added to an interest rate if a client (member) is a pensioner. The system must support the ability to define the age when a client (member) is regarded as a pensioner.

	Capitalisation
	Monthly / Quarterly / Bi-annually / Annually / At termination of investment

	
	


Req-16 CFI Business Processes 
	Processing Name

	Description


	Start of Day Processing

	1. The system must be allow the following functions:
· The cashier must have a sign-on process including the date of confirmation.
· Cashier to enter float.

	End of Day Processing

	1. The system must be able to perform the following automated activities:
· Balance and Balance Sheet for the day are printed
· Automatic payments on loans and deposits are performed
· The status of bad loans and overdue deposits are changed
·  Reminders and notices on loans and deposits are generated
· The account statements that fall due for the day are printed

· To reconcile and balance float i.e. Cash and Cheques


	Month End Processing

	1. The system must be able to perform the following activities:
· If the day is a month-end, interest accruals are performed on loans, deposits and current/savings accounts

	Year End Processing

	1. The system must be able to perform the following activities during the Year End processing:
· Archiving of accounts that have been closed for a product specific configurable period
· Capturing of new budget

· Switching to the new financial year


	
	
	
	


REQ-17 Fees 

1. The system must automatically calculate fees according to predefined rules specified per product.
2. The following table defies the types of Transaction fees that can be applied to Products.
Table 6 – Transaction Fee Types

	Transaction Fee Type
	Description

	Account Initiation Fee
	A fee levied when an account is opened.

	Account Maintenance Fee
	A fee levied on a regular basis to cover the costs of hosting the account.

	Account Maintenance Fee Duration
	The period when the Account Maintenance Fee must be applied, for example, monthly.

	Dormant Account Fee
	A fee levied on a regular basis on accounts where there is no client initiated activity for a specified period of time.

	Minimum Balance Fee
	A fee levied on a regular basis on accounts where the balance drops below a specified threshold.

	Cash Deposit Fee
	A fee levied when a cash deposit is made.

	Cash Withdrawal Fee
	A fee levied when a cash deposit is made.

	Cheque Deposit Fee
	A fee levied when a cheque deposit is made.

	Cheque Withdrawal Fee
	A fee levied when a cheque withdrawal is made.

	Processing an EFT outward transaction
	A fee levied when the client requests the CFI to make an EFT payment on behalf of the client from the client’s account.

	Processing an EFT inward credit transaction
	A fee levied when the CFI receives an EFT credit to the client’s account.

	Processing an EFT inward debit transaction
	A fee levied when the CFI receives an EFT debit to the client’s account.

	Processing an Card inward credit transaction
	A fee levied when the CFI receives a card credit to the client’s account.

	Processing an Card inward debit transaction
	A fee levied when the CFI receives a card debit to the client’s account.

	EFT rejection
	A fee levied if an EFT transaction is rejected.

	Internal transfer – other CFI Client’s account
	A fee levied on a transfer to an account belonging to another client (Member)

	Internal transfer – own account
	A fee levied on a transfer to an account belonging to the same client (Member)

	Stop Order
	A fee levied on stop orders placed on the account by the client (member).

	Early Withdrawal Penalty – fixed amount
	A specified fee for early withdrawal of an investment

	Early Withdrawal Penalty – Percentage
	A variable fee based on a percentage of the amount withdrawn for early withdrawal of an investment

	Early Withdrawal Penalty – Percentage with minimum and maximum amount
	A variable fee based on a percentage of the amount withdrawn for early withdrawal of an investment with a minimum and maximum value

	Early Withdrawal Penalty – based on Period with minimum and maximum amount
	A variable fee based on how early a withdrawal is made with a minimum and maximum value

	Fast clearance
	Fee for expediting a cheque clearance

	Real Time Clearing Payment fee
	A fee to make a RTC payment

	Excess withdrawal fee
	A fee for exceeding a withdrawal limit

	Card replacement fee
	Fee for replacing a lost card

	Reactivation fee
	Fee to reactivate a dormant account

	Loan early repayment fee
	Fee payable on early repayment of a loan

	Loan early repayment fee period
	The period applicable to the loan early redemption fee.

	Loan instalment dishonoured fee
	A fee applicable when a loan payment is dishonoured


Requirement:
For each fee applicable to each Product it must be possible to select the corresponding GL account.
REQ-18 Processing Of External Bank Statements 

A CFI might elect to have accounts with one or more commercial banks where members can make deposits. The CFI might also elect to allow other types of transactions to be performed on such accounts. 
1. The system must be able to process electronic bank statements from one or more commercial banks where the CFI may hold a banking account. The process must ‘read’ the bank statement and make the appropriate postings to the CFI’s GL and to the members’ accounts.

2. The CFI must be able to configure how the various entries are processed, i.e., which GL accounts are to be posted to where GL postings are required. 
3. If an entry cannot be processed it must be posted to a suspense account.
4. A report must be produced after processing an electronic bank statement indicating the number of transaction processed broken down into debits, credits and ‘unsuccessful’ transactions, the value of the transactions per category and a list of unsuccessful transactions.
5. The system must provide a facility that allows an authorised user to correct and re-post unsuccessful transactions. 
REQ-19 Debit Orders – Strikes Out
The system must support the capability to allow the CFI members to authorise the CFI to debit an account held by the member with an external bank to, for example, to pay loan instalments where the CFI has granted the member a loan.

1. The system must provide the functionality to capture, maintain, cancel and execute debit orders against external bank accounts.
2. The system must support:

2.1 AEDO
2.2 NAEDO
2.3 EFT.
3. The system must capture the following information:

· Name of bank account holder

· Name of bank

· Branch number (sort code)

· Account number

· Type of bank account

· Account holder’s (payer’s) full names (or registered name for a business) 

· Amount

· Date of first payment and date of future repeated payments.

4. The system must be able to electronically process the return file handling issues such as failed strikes.

5. The CFI must be able to specify what actions to take in the event of failed strikes such as restrike, double strike on the next strike, stop the strike after ‘x’ unsuccessful strikes, etc.

6. The CFI must be able to configure, at the product level, the ability to raise a ‘failed debit order’ fee against the CFI account initiating the debit order and specify the charge. 

7. A report must be produced each day of unsuccessful strikes indicating the reason for the failure.

REQ-19.1 Debit Orders – Strikes In
CFI members must be able to authorise external parties to raise debit orders against the member’s CFI account to, for example, pay the member’s cell phone account.

1. The system must provide the functionality to electronically process external debit orders requests against CFI accounts.
2. The system must support:

2.1 NAEDO

2.2 AEDO

2.3 EFT.
3. The system must have the ability for the member to request the CFI to reject a debit order.

4. The system must be able to create a response file indicating failed debit orders.

5. The CFI must be able to configure, at the product level, the ability to raise a ‘failed debit order’ fee against the CFI account against which the debit order failed and specify the charge.
6. A report must be produced each day of unsuccessful strikes indicating the reason for the failure.

REQ-19.2 EFT Payments – To External Parties 
The system must support the capability to allow the CFI members to authorise the CFI to make a payment to an external account held by the member with another bank to, for example, for payments from an annuity held by the member with the CFI to an account held by the member with an another bank or to transfer the proceeds of an investment held by the member with the CFI on maturity to another bank.
The system must also support Stop Orders where the member instructs the CFI to make regular electronic payments to a third party on behalf of the member from the member’s CFI account. 

1. The system must provide the facility to setup, maintain, stop and execute EFT payments to external parties.

2. The system must capture the following information:

· Name of bank account holder

· Name of receiving bank

· Receiving bank branch number (sort code)

· Account number

· Type of bank account

· Account holder’s (payer’s) full names (or registered name for a business). 

· Date of first payment and date of future repeated payments.

3. The system must be able to electronically process the return file handling issues such as failed payments.

4. The CFI must be able to configure, at the product level, the ability to raise an ‘external payment’ fee against the CFI account initiating the payment and specify the charge.

5. The CFI must be able to configure, at the product level, the ability to raise a ‘failed external payment’ fee against the CFI account initiating the payment and specify the charge. 

6. A report must be produced each day of unsuccessful payments indicating the reason for the failure.
REQ-19.3 Real Time Payments To External Parties 
The system must support the capability to allow the CFI members to authorise the CFI to make a payment to an external account with another bank as described in the previous section, ‘EFT Payments – To External Parties’ but in real time using the real time clearing system.

1. The system must support the use of the Real Time Clearing Payments system.  
REQ-19.4 Remittances To External Parties 
1. The system must support the capability to allow the CFI members to make remittances (low value money transfers) domestically and cross border.
REQ-20 Internal Debit Orders Requirements (Internal Transfers)
The system must support the capability to allow the CFI members to authorise the CFI to debit an account held by the member with the CFI and make a regular payment to another account in the CFI owned by the same member or another member.

1. The system is required to capture, maintain, terminate and execute debit orders to and from internal accounts.
2. The system must verify all data fields have been captured.

3. The system must provide the function to cancel an internal debit order.
4. The system must capture the following information:

· Name of recipient bank account holder

· Branch number (sort code)

· Account number

· Type of bank account

· Amount

· Date of first payment and date of future repeated payments.

5. The system must be able to electronically process unsuccessful payments.

6. The CFI must be able to configure, at the product level, the ability to raise a ‘failed internal debit order’ fee against the CFI account initiating the debit order and specify the charge. 

7. A report must be produced each day of unsuccessful payments (internal debit orders) indicating the reason for the failure.

REQ-21 One Off ‘On Demand’ Internal Transfers
The system must support the capability to allow the CFI members to transfer funds from an account held by the member with the CFI to another account in the CFI owned by the same member or another member.

1. The system must capture the following information:

· Name of recipient bank account holder

· Branch number (sort code)

· Account number

· Type of bank account

· Amount.
2. Internal transfers must be processed in real time (immediately).

3. The CFI must be able to configure, at the product level, the ability to raise an ‘internal transfer’ fee against the CFI account initiating the debit order and specify the charge.

REQ-22 General Ledger Requirements

1. The system must either incorporate an integrated GL System that handles all transactions or that offers the facility to upload daily transactions to a conventional and independent GL, such as PASTEL.

2. It should provide for an unlimited set of accounts in the Chart of Accounts. 

3. It must maintain current financial information as well as transaction history and budget information for the current, prior and next year. 

4. It must allow for the integration of information from multiple branches for consolidated reporting.

5. Maintain complete audit trails of all transactions and adjustments made to transactions.
6. Include a South African banking industry specific and modifiable, sample charts of accounts that could be used to save time when setting up the general ledger.
7. Provide inquiry capability to examine account status, balance history, budgets and transactions. Additionally the inquiry option in the general ledger will drill to the source of the original posting.
8. Allow quick location of accounts within the chart of accounts with a search feature.
9. Account information and journal entries can be imported from a text file.
10. Will allow for General Ledger account information to be exported using different formats including Comma-Separated Variable, ASCII, Access, Excel, Word, and many others.

REQ-22.1 GL Reporting Capabilities
All reporting to be available as either a print or display option, or both.
11. Will allow for customisation of financial statements including section headings, page breaks, font styles, sizes and colours;

12. Will allow sub-totalling and consolidation accounts for custom financial statements down to a level of 5, for example, the sum of level 5s make up the level 4 total, sum of level 4 make up level 3, etc. to level 1;

13. Will produce monthly, quarterly, yearly and date range income statements;

14. Will allow for the following enquiries:

· A specific account balance;

· Specific main account balance with details of all sub accounts balances;


· Specific transaction

· Range of main accounts by period
· Range of sub accounts by period
15. Will be capable of printing date sensitive balance sheets (as of a certain day in a month);

16. Will allow a date range selection for the trial balance;

17. Will offer reports providing overall view of financial strength with various financial ratios (e.g., current ratio, acid test, etc.);

18. Income Statement / Comparative Income Statement/ Budget Variance Income Statement;

19. Budgets-only Income Statement

20. Balance Sheet/Comparative Balance Sheet

21. Statement of Cash Flow

22. Trial Balance (General Ledger)/Summary Trial Balance /Working Trial Balance

23. Journal Reports

24. Account Detail Report

25. Budgets Worksheet

26. CBDA Regulatory Reports
27. Reports based on user selected criteria.
REQ-22.2 Invoices and Credit Notes Requirement

The system must support the payment of invoices for services provided to the CFI.
The source document for creditors’ processing can be an invoice or a credit note.

1. When keying-in an invoice the system must offer posting options for:

· Order number

· Cash purchase

· Verbal order
2. The system must allow the Amount to be separated into the cost and the VAT if the invoice is a VAT invoice.
3. The system must allow the CFI to configure the relevant GL account.
4. During the key-in process the system must facilitate the selection of a specific Creditor’s Account by leading to such creditor’s name through an indication of only a few account numbers or relevant alphabetic characters of such creditor’s name. 
REQ-22.3 Creditors Payments Requirements
1. Payment of creditors must be available through two methods:
a. From an External Bank Account (ABSA, Standard bank, etc.) Note: A CFI may have more than one external bank account.
b. From an Internal (own CFI) account to a CFI client savings account/ or any other account held anywhere in South Africa (where such creditor holds a savings account with the CFI).
2. The system must provide the option to select the relevant Creditor’s external bank account.
REQ-22.4 Journal Entries

1. The system must allow the option to select a GL account to which a transaction can be posted.

2. After the initial GL account’s posting has been done the system must allow for the selection of the corresponding GL account for the opposite debit or credit entry. 
3. The system must allow the CFI to configure the contra account so that it is provided automatically.
REQ-25 Reports
Each CFI must be able to draw any and all reports when required (ad hoc reporting). In addition it must be possible for each CFI to create and maintain a schedule that will cause selected reports to be produced automatically on a predefined daily, weekly, monthly, quarterly, half-yearly or annually cycle.
The following are the report requirements

1. Statement of financial position

2. Statement of comprehensive income

3. Statement of changes in equity

4. Statement of cash flows

5. Statistical Information
6. Statement of Cash Flow Reports
· The report must display movement of cash in the CFI for a single CFI's in every provinces
7. CFI Demographic Report (refer to appendix A  for the description of the report)
· The number of all employees , managers and number of board members must be categorised per gender  in every CFI, Province and per CFI sector
8. General Ledger
· The report must extract assets depreciation
· The report must display cost of the assets
· The report must display current depreciation as well as accumulated depreciation of the assets
· The report must be generated daily, weekly, quarterly and yearly
· The report must be itemized in the following categories:

- Income from loans


- Charges on withdrawal and deposit savings


- Grants received


- Penalties for overdue loans


- Other income e.g. income from investments

9. Savings/Deposit Report

· The report must display all savings and deposit products
· The report must be generated daily, weekly, quarterly and yearly
10. Loans Reports 

11. The following are some of the reports the system must produce.
· Members monthly statement

· Payroll deduction summary

· Monthly deductions report

· Repayment Exception report

· Loan defaulters report

· Guarantors report

· A Repayment schedule based on automatic interest calculation and complete periodical analysis over 6 months or 12 months. The report must highlight those loans whose repayment is behind schedule
12. Share Register

· Refer to appendix A
13. Creditor's Report

· The report must display CFI's current and long-term obligations
14. CFI member reports – Information on CFI member profiles and relevant information.
15. Statutory reporting such as IT3(b) certificates. It must be possible to produce statutory reporting for the current period and for previous periods.
16. Statistical Information

· The report must display all active and dormant members, financial information and comparative figures

· The report must be able to extract previous financial information (e.g. 5 years).
REQ-26 Hold Codes / Account statuses
The system must provide a mechanism for the CFI to indicated statuses and requirements on accounts. There are at least two category of hold codes, codes that indicate problems and others that indicate the need for information. Examples of the first type of hold codes are holds that indicate that an account is overdrawn, or that an account is in arrears or ‘ask the member for FICA documentation’. An example of the second type of hold code would be a bad address flag.

1. The system must be able to set hold codes automatically when specific events occur such as the account going into overdraft or mail is returned, ‘address unknown’.

2. The system must allow authorised users to remove hold code.

3. Any placing or removal of hold codes must be recorded in the audit system.

4. The CFI must be able to pull reports on accounts that meet various criteria including having certain hold codes set. 
REQ-27 Schedule Tasks
1. The system must allow each CFI to create a schedule of tasks to be run on a regular basis, daily (at start of day / end of day), weekly, monthly, quarterly, Half-yearly and annually. 
2. The schedule should be aware of non-working days and public holidays.

3. The schedule tasks will include tasks such as, but not limited to:
a. The generation of Statements (to be collected, posted or send via e-mail)
b. Interest calculation
c. Interest capitalisation
d. Account status – arrears, dormant, etc
e. ‘Happy birthday’ SMSs
f. Etc.

REQ-28 Value Added Services

1. The system must support the ability to allow the CFI to offer members value added services such as:

a. Prepaid cell phone credits

b. Pre-paid electricity

c. Etc.

REQ-30 General Questions

1. Is the system client centric, i.e., does a client only get captured once in the system irrespective of the number of accounts the client has, irrespective of which branch the accounts were opened at, etc. 

2. How are authorisation limits handled? 

3. How is daily balancing handled?

4. How is bank reconciliation handled?

5. How is suspense account processing and management handled?

6. Can the system forecast interest to be paid / received in future periods?

7. Is interest calculated on the actual number of days in the month?

8. Can the system produce reports on the revenue generated by product?

9. Can the system report on the members the CFI has the highest exposure to?

10. How does the system handle none or late payments on loans or subscription type investments? When does overdue interest or penalties start accruing?

11. Exception handling. The system will have rules that define how to handle situations where a client is in arrears, for example, apply penalties. Does the system allow authorised users to over-ride default processing, for example, waive the penalty or reduce the penalty?

12. Does the system support interest only loans, high / low start loans, loans with balloon payments, etc.

13. Does the system support a Treasury function?

14. Does the system provide any teller stats, i.e., stats showing how much work a teller has done per day / week / month?

15. Does the system provide an Instalment calculator to CFI staff to give a member an indication of the rates and instalments on any proposed loan?
16. How does the system handle the management and reconciliation of all PASA transactions?
17. Does the system provide a CFI defined calendar of public holidays?

18. If the system provides a CFI defined calendar of public holidays can the CFI specify that certain scheduled tasks are not run on public holidays?

19. Does the system provide a repayment schedule for a loan?

20. Does the system produce rate change letters for members who have loans where the rate has changed?

21. How does the system handle early repayment or accelerated repayment of a loan?

22. Can the system be configured to stop / limit / penalise early or accelerate repayment of a loan?

23. Does the system allow a client to take re-advances against a loan?

24. Does the system provide support for restructuring of loans in arrears and loan write-off procedures?
25. Does the system support the calculation, reporting and GL posting of applicable taxes including VAT on charges and fees?

26. Does the system support:

a. Post-dated cheque deposits

b. Reversals

c. The setup and maintenance of garnish orders.

27. Is it possible to centralise various administrative tasks, i.e., take the administration away from the branches?

28. How many addresses can be held per member?
29. Does the system differentiate between address types, i.e., residential, postal, future, etc?
30. Does the system generate documents that are suitable to send to or supply to members, i.e., with images, footers, variable fonts and font sizes, professionally laid out, etc.

31. Can the CFI modify standard documents in the system?

32. How does the system handle a matured account that has not been redeemed?

33. If a client elects after maturity date to re-invest an investment can the start date of the new investment be back dated? If yes is a supervisor over-ride required?

REQ-40 System Parameters Variables

1. The system should be parameter driven in order to avoid hard-coding the business logic in the code. The parameters would enable the business to add, configure and change services offered with minimal or no change to the code.

2. Users should be able to add, edit, delete or change parameters in the system i.e. provide for CRUD (Create/Add, Read, Update/Modify, or Delete).

3. Authorisation is required for every parameter change. This facility should keep a full version control of all parameter changes and a physical delete on the system should not be allowed to any parameter to avoid unnecessary system problems. 

4. The system administrator may view all parameters; CFI's may view only their own parameters. 
REQ-41 BATCH PROCESSING FACILITY

1. A batch processing facility to provide for the capture of multiple similar transactions, such as payroll allocation (credits) or insurance premiums (debits)

2. The facility to allocate batch credits to various accounts/ products e.g. fir R250 to loan account and then balance to savings 

3. The allocation rule for credits to loan accounts, e.g initial allocation to interest, then fees , then arrears, and capital.
GLOSSARY
	TERMS
	DESCRIPTION



	AEDO
	Authenticated Early Debit Order

	CBDA
	Co-operative Banks Development Agency

	CFI
	Co-operative Financial Institution

	C/N
	Credit Note

	CoH
	Cash on Hand

	D/O
	Debit Order - a debit order is an instruction that a member (client of the CFI) provides to a third party authorising the third party to debit the member’s account at the CFI.

	NAEDO
	Non Authenticated Early Debit Orders

	POS
	Point of Sale

	Real Time Clearing (RTC) Payments
	A RTC transaction is an inter-bank electronic credit payment instruction issued by the payer to the paying bank to transfer funds from the account of the payer to the account of a beneficiary, which payment instruction is delivered by the paying bank to the credit of the beneficiary account within 60 seconds.

	Remittances - Cross Border
	Remittances is the term used for low value money transfers. Participating banks facilitate transfer and receipt of cross border funds in conjunction with SARB accredited service providers such as Western Union and MoneyGram.

Remittances are often required by migrant workers or for emergency payments to people abroad. Remittance providers are able to offer convenience through a large number of pay out points. Funds are also transferred quickly (typically within the hour) and there is transparency in terms of the costs of the transaction involved e.g. the exact value in the pay-out currency is provided to the sender at the time of initiating the transaction.

	Remittances - Domestic Money Transfers
	A number of domestic money transfer solutions are available. These range from solutions such as the Mzansi Money Transfer (MMT) to money transfer solutions via specific retailers. With the rapid proliferation of mobile technology and mobile usage, many money transfer solutions are enabled through the mobile channel, as well as leveraging other channels such as ATMs for the pay out of cash.



	Stop Order
	A stop order is an instruction that the member (client of the CFI) issues to the CFI to make a series of future dated recurring payments to a third party.

	Target Date Account
	A subscription savings account where the member can only make a withdrawal on a specified date, date range or event. As an example, a Christmas account where the member can only withdraw during December and January or a Strike Account where a member can only with draw in the event of a strike, etc.

	
	


Appendix A

See attached document - Financial Reporting Requirements of Cooperative Financial Institutions (CFIs).
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