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1. [bookmark: _Toc367713584][bookmark: _Toc383172003]Introduction

Individually each co-operative financial institution (CFI) does not have the time, money or expertise to provide itself and its members with a fully integrated banking platform.
	In order to effectively implement such a banking platform for use by a number of CFIs, a Central Support Service (CSS) will be created to provide the required systems and services that the CFIs will make use of in providing their own members with the products and services that meet their own specific requirements.
	The CSS will, in order to service registered CFIs, have to join and connect to the associations and services that will enable the CFIs to actively participate in the National Payments System (NPS).
	The CSS will be set up by the Co-operative Bank Development Agency (CBDA) and initially managed by them, eventually handing over the CSS to registered member CFIs to independently manage. This handover will only be done once the CSS is operating at a breakeven in terms of costs vs. revenue and have the capacity to sustain the required level of service and support.
	The purpose of this document is to describe the structure, role and functions undertaken by the CSS.
2. [bookmark: _Toc383172004][bookmark: _Toc367713586]The formation and role of a Secondary Co-operative Bank (SCB)

In order to comply with the regulatory requirements of participating in the NPS, a SCB will be registered and will be the legal entity that represents the individually registered CFIs participating in the NPS. 
All transactions processed within the NPS (cleared) will be done in the name of the SCB on behalf of the registered CFIs.
	The SCB will be sponsored into the NPS by one of the major banks, who will settle at SAMOS (SARB) all cleared transactions on behalf of the SCB with other SAMOS participants.
Participating CFIs will have to:
2.1 Agree to the issue of a single CFI debit card  which will be “branded” by the SCB on their behalf;
2.2 Incorporate the legal cessionary requirements into their transactional (card) account application, authorising the SCB to act on their behalf within the NPS. 
It is envisaged that, in due course, CFIs will have the opportunity to brand their own debit cards.
The SCB will be responsible for meeting and providing all the regulatory requirements of a clearing bank participating in the NPS. It will also be responsible for all contractual obligations in terms of the provision of services of the banking platform on behalf of the participating CFIs.
The inter-relationships from a REGULATORY perspective.
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3. [bookmark: _Toc367713593][bookmark: _Toc383172005]PARTICIPATION & SETTLEMENT IN THE NPS 

The SCB will be required to join the following associations and contract services that will be managed by the CSS on their behalf:
3.1 The Payments Association of South Africa (PASA) and the required Payment Clearing Houses (PCHs) including:
3.1.1 ATM required for SCB issued cards to access other banks ATMs;
3.1.2 Debit Card required to access merchant point of sale (POS) services, cash withdrawals and the purchase of pre-paid services such as airtime and electricity.
3.1.3 EFT Credit required for deposits into CFI accounts, for example, salaries and SASSA grants. Also required to facilitate the payment of accounts (Bill Payments) via various channels (e.g. Branch, Internet and Mobile).
3.1.4 EFT Debit required for the processing of debit orders. 
3.2 The IT banking system service provider.
3.3 BankServ Africa for PCH services. 
3.4 A card association (either VISA or MasterCard) required to issue debit and credit cards.
3.5 [bookmark: _Toc367713588]A card manufacturer certified by VISA/MasterCard.
3.6 [bookmark: _Toc383172006]Bank sponsorship. Settlement within the NPS will be undertaken by the SCB’s sponsor bank. The CSS, on behalf of the SCB, will be required to daily reconcile the SCB’s account at the sponsor bank and also ensure that each CFIs account at the SCB is adequately funded. The costs of settlement will be accounted and charged back to participating CFIs on a pro rata transactional basis.
The inter-relationships from a TECHNOLOGY perspective.
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4. [bookmark: _Toc383172007]Role of the CSS

	The role of the CSS is set out below from three perspectives, namely the CBDA/SCB, participating CFIs and other stakeholders including third party service providers.
4.1 From a CBDA/SCB perspective, the roles undertaken by the CSS will be to manage the contractual obligations entered into by either the CBDA or the CSS on behalf of the CFIs in order to provide:
4.1.1 The IT banking service;
4.1.2 A full financial system including an integrated general ledger;
4.1.3 A card management service fully integrated with the IT banking service;
4.1.4 An oversight role to ensure the integrity of the IT banking service through:
4.1.4.1 daily reconciliation of the general ledger and related reports; 
4.1.4.2 daily reconciliation of settlement;
4.1.5 Management of the settlement accounts for each CFI;
4.1.6 Training of CFI staff both initial (take-on) and ongoing;
4.1.7 Development of CFIs management skills, e.g. management of delinquent loans;
4.1.8 A support structure to CFIs via a Help Desk during normal business hours;
4.1.9 The required regulatory reporting on behalf of participating CFIs;
4.1.10 A focal contact point for all member card (transactional account) related queries including after hours;
4.1.11 A centre of excellence as regards the management and operation of a CFI.
4.1.12 A central security management function (SYSMAN) in order to control access to 	the various 	systems and services and set levels of authority within each. 

4.2 From participating CFIs perspective, the role will include providing:
4.2.1 The IT banking and card services. Ensuring that the service is available and that responses 	are within the agreed times:
4.2.2 Staff training and support;
4.2.3 New and enhanced products (e.g. mortgage loans, insurance) and services (e.g. workflow and document management);
4.2.4 Improved MIS and reporting;
4.2.5 Systems security by ensuring that all aspects of security are in place and comply with the International Standard on Assurance Engagements 3402 (ISAE 3042).
4.2.6 Communications. Ensure that the selected service has as wide coverage as possible and incorporates back-up services as well as providing for future developments in technology.
4.2.7 Standardisation. To review and propose opportunities where rationalising/standardisation 	could yield operational savings. For example, a certain amount of standardisation in 	respect of product and service features, rates, fees (frequency & amounts), and to some 	extent product rules (e.g. minimum deposits, frequency of interest capitalisation) and a 	standard set of user interfaces (UI) in both content and design.
4.2.8 Branding. CFIs will have a choice of either a generic branded cards, for example, TCB – The Co-operative Bank of South Africa, and screens or at an additional cost to themselves, having cards and/or screens customised to their own specific requirements.

4.3 From other stakeholders perspective:
4.3.1 A focal point for all CFI IT related matters;

5. [bookmark: _Toc367713587][bookmark: _Toc383172008]SERVICES PROVIDED BY THE CSS

	The CSS will implement the selected system and provide the services, on a managed service basis, to registered CFIs, on the basis that CFIs will be billed monthly for making use of only those services that they have chosen to offer to their members.
	However, until the minimum monthly number of transactions being processed and accounts hosted have reached the required threshold a minimum monthly fee may have to be applied. 
	The services provided by the CSS will in terms of an agreed Service Level Agreement (SLA) which will consist of:
5.1 The banking IT System. This will include the hosting of all product accounts and transactions thereon;
5.2 A fully integrated financial and accounting service (e.g. PASTEL);
5.3 An integrated Card Management service. A full set of card management services for the production, control, distribution and issue of cards complying with the relevant card association’s rules;
5.4 Identified payment streams in the NPS to provide CFI members with access to:
5.4.1 Merchant point of sale (POS) services;
5.4.2 The ATM network;
5.4.3 Electronic funds transfer including direct credits, debit orders and credit transfers (bill payments).

5.5 Reconciliation and management of not-on-us transactions. The requirement to manage including reconciliation, balancing and managing disputes and queries of all transactions processed within the NPS and any other relevant payment system operator will be undertaken by the CSS, for example, EasyPay. The NPS reconciliation of individual transactions processed through the different PCHs must balance to that business day’s settlement figure.
5.6 Centralised administration. There may be instances where it would be more appropriate to provide a centralised service rather than a CFI-based service due to a number of factors, for example, the management of secured assets such as mortgage bonds which require a high level of security. Other activities that could be undertaken more efficiently on a shared basis will also be undertaken, like the provision of operational guides and the production of interest rate guides.
5.7 Management Information and reporting. Provide access the banking platform in order for the CSS to extract management information and reports on behalf of CFIs.
5.8 Value added services. For example, provide access to prepaid service providers (for example, Blue Label) to enable the purchase of airtime and electricity as well as providing access to a service for the transfer and payment of funds to recipients that do not have bank accounts.
5.9 Third party services. Provide connectivity to independent third payment service providers, for example, EasyPay and RealPay for payments and collections.
5.10 Regulatory reporting on behalf of member CFIs.
5.11 Representation at bodies providing services to the SCB/CSS such as BASA, PASA, and 	relevant PCHs.
5.12 Support at take- on. Assessment of “state of readiness”. Prior to take-on an assessment of 	the state of readiness of each CFI will be undertaken and the appropriate training done, this 	will include: 
5.12.1 A review of the last audit to assess whether to take on or not;
5.12.2 An audit of the CFI’s present financials and state of accounts by an approved or 		nominated auditor;
5.12.3 Configuration of the CFI’s business details, rules, products, rates, fees and limits;
5.12.4 Data cleansing, ensuring that the present members account records are 	ready for “take-on”;
5.12.5 Data migration, migrating cleansed data from the existing (old) system to the new. 
5.12.6 Training on the functionality and roles required to operate and provide a service on 	the banking system.
5.13 Training. 
5.13.1 New and replacement staff.
5.13.2 New products, services and requirements.
5.14 Skills Development. Assessments of the skills of staff and management of CFIs will be 	undertaken and skills development programs designed to uplift both the individual staff 	member and ensure that the CFIs are more professionally managed (mentorship programs).
5.15 Industry developments. Keeping CFIs abreast of developments taking place within the co-	operative financial services industry, including trends, new products, services and channels. 
5.16 Help Desk.
5.16.1 A central Help Desk to interface with all external service providers on a 7 X 24 basis.  
5.16.2 Provide CFIs with a central point to deal with CFI (internal) operational issues. 
5.17 Call Centre. A central call centre function accessible by individual members of the CFIs.
5.18 Business process management. Systems and process improvement in order to reduce	operational costs and improve effectiveness.
5.19 Direct support for CFI staff. Provide a centralised CFI assistance function for: 
5.19.1 Manuals. Procedural and policy.
5.19.2 Printing of brochures and forms.
5.20 Channel management. Centrally manage the introduction of new and additional channels for 	those CFIs electing to provide their members with the use of these channels as an option.
5.21 Business Continuity.
5.21.1 Banking IT service. Ensure that the service provided is tested periodically. 
5.21.2 CFI. In the event that a CFI can no longer provide a service from its present location (e.g. flood damage) that alternative arrangements may be made for that CFIs members to access their accounts from an alternative site, for example, a mobile self-contained caravan. 
6. [bookmark: _Toc367713585][bookmark: _Toc383172009][bookmark: _Toc367713599][bookmark: _Toc370106526]Organisational Structure

	In order to effectively manage the CSS the following management structure is proposed. 
	When considering the staffing and cost of creating the CSS, cognisance should be taken of the role and personnel presently working in the CBDA and NACFISA, as it would seem to make sense that key personnel from both these organisations have the relevant skill set required to create and manage an effective CSS.
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7. [bookmark: RANGE!A1:F38][bookmark: _Toc383172010]Glossary of Terms

	TERMS
	DESCRIPTION

	ATM
	Automatic Teller Machine

	CBDA
	Co-operative Banks Development Agency

	CFI
	Co-operative Financial Institution

	CSS
	Central Support Service

	EFT
	Electronic Funds Transfer

	FICA
	Financial Intelligence Centre Act

	IMMS
	Immediate Settlement

	ISO
	International Standards Organisation

	NCA
	National Credit Act

	NPS
	National Payments System

	PASA
	Payments Association of South Africa

	PCH
	Payment Clearing House

	PCI DSS
	Payment Cards International Data Security Standard

	POCA
	Prevention of Organised Criminal Activity

	POS 
	Point of Sale

	RTC
	Real Time clearing

	SAMOS
	South African Multiple Options System

	SARB
	South African Reserve Bank

	SWIFT
	Society for Worldwide Interbank Financial Telecommunication


8. [bookmark: _Toc383172011]Banking Platform Overview
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