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1. [bookmark: _Toc397594291][bookmark: _Toc365029695]INTRODUCTION
The present Co-Operative Banking Platform project, a project approved by National Treasury for CBDA (Co-Operative Bank Development Agency), has been requested to investigate, identify and incorporate the requirements of the sefa (Small Enterprise Finance Agency) MFIs (Micro Finance Institutions) into the project’s set of requirements.
2. [bookmark: _Toc397594292]THE CFI BANKING PLATFORM
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 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 for the CFIs to independently manage. This hand-over 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 CFI Banking Platform is looking to address the issues constraining the growth of CFIs by the establishment of a service that will:
· Provide consistent, robust and auditable administrative processes and procedures being used by the CFIs;
· Be able to offer an extended range of banking products and services;
· Provide access to the NPS in order to:
· Receive salaries, grants and other deposits directly into member’s savings accounts;
· Facilitate the payments of Debit and Standing (Stop) Orders;
· Facilitate payments directly to other financial institutions;
· Provide for CFI members to be able to pay and withdraw cash at retail till points.
· Be available 7 X 24 (Seven days a week and 24 hours a day);
· Provide full Disaster Recovery (DR) and Business Continuity (BC) service;
· Improve management and financial Information;
· Be client (member) centric.
· Be affordable.
· [bookmark: _Toc369116080]Be easy to use.
· Affordability and ease of operation. 

Existing CFIs are relatively small organisations with typical staff complements in the range of 3 to 5. The project must create an environment which will be both affordable (minimal capital outlay) and easy to use (standard windows based screens) and should not hinder or constrain the growth of the CFIs in terms of members and products/services. 

The service will priced on a “pay as you use” basis with the fee criteria being the number of members and types of services being offered by each CFI. Not all may require full menu of functionality (e.g. access to the NPS (National Payments System). 

The service will be a remote (cloud based) IT service that will be accessible by CFIs, and MFIs, via a secure internet connection. 

It is envisaged that MFIs will initially only make use of (and pay for!) the lending aspects of the service.

3. [bookmark: _Toc397594293]sefa & MFIs.
The Small Enterprise Finance Agency Limited (sefa), was established on 1 April 2012 and is a wholly owned subsidiary of the Industrial Development Corporation (IDC) and bringing together the activities of three previous structures (Khula, SAMAF and the IDC small business activities). 

sefa operates as a Development Finance Institution (DFI) to foster the establishment, development and growth of small, medium and micro enterprises (SMMEs) and contribute towards poverty alleviation and job creation.

MFIs partner with sefa as intermediaries of their wholesale lending product assisting in the realisation of job creation and poverty alleviation.








4. [bookmark: _Toc397594294]THE CONCEPT OF GROUPS & CENTRES (AS-IS)
From a project perspective, the MFIs introduce the concept of Groups (made up of members) with a number of Groups making up a Centre which is serviced and supported by a MFI appointed Field Officer who can manage more than one centre.

CFIs, on the other hand, typically regard members (individually) as their clients. The do however provide for group membership.
 
A typical MFI organisation is made up of a number of branches, with each branch managing centres made up of a number of groups. Larger MFIs may combine branches into Areas or Regions.

[image: ]
The role played by Centres and Groups in many of the MFIs in the loan approval process is crucial to the success of the group loan application, with the Centre’s endorsement serving as a credit approval process. 

MFI Centres also play a crucial role in the following:
· Serving as a forum to improve financial management and promote savings;
· Supporting and assisting groups facing delinquency;
· Collection of loan repayments;
· Acting as an educational forum for any other educational program the MFI feels is required to sustain a healthy community.
· MFIs typically do NOT handle cash.
· Collections are the responsibility of each group owing the money depositing to a nominated bank or PostBank account.
· Disbursements are effected by being paid out to nominated commercial bank or PostBank accounts.


The concept of Individual Methodology

The MFIs also provide developmental loans to individual who own formal and informal SMME’s. The diagram below depicts the individual lending methodology offered which is offered by the MFI’s. The MFI is made up of branch or branches; a loan officer builds a relationship between the MFI and the individual lender.







[image: ]Note:  
The under-mentioned requirements are not mandatory for all MFI’s. The system must cater for optional fields.
· Company registration 
· Valid tax certificate
· Official purchase order
· 3 months bank statement
· Quotation from the suppliers





5. [bookmark: _Toc397594295]FUNCTIONAL REQUIREMENTS (TO –BE)

	ID
	Functional Requirement Name
	Functional Requirement Definition 

	1
	Client Management
	Allows users to add, delete and update the MFI clients  

	2
	Loan Account Management 
	Allows users to manage the following loan functions/products:
· Loan Accounts
· Term Loans
· Revolving Loans
· Secured and unsecured Loans.

	4
	Loan Account Management
	· This function is required to maintain the loan accounts of all the clients. 
· This function must allow the opening of the loan account automatically once a loan application has been approved.
· The system must acknowledge loan repayments, calculate and post interest to the clients loan account. 
· The system must calculate loan repayments automatically. 
· Interest paid on the loan must be separated from the principal amount.
· The system must provide scenarios for advanced payments and indicate the decrease of the principal amount or pre-payment.

	5.
	MFI Operational Management
	· This function must allow the allocation of operational roles and user access control of different MFI employees e.g. Manager, Loans Officer and Cashier.
· Maintain complete audit trails of all inquiries, transactions and adjustments made to any data held in the system.

	6
	Cash Management
	· This function must be responsible for the processing of deposits and paying of disbursements through the system.
· The system also supports online authorizations of payments.

	7
	General Ledger Management
	· The GL must be automated and integrated into the system
· An industry specific and modifiable, sample charts of accounts that could be used to save time when setting up the general ledger.
· Quick location of accounts within the chart of accounts.
· A flexible search feature.
· Enquiry capability to examine account status, balance history, budgets and transactions. 
· The ability from the general ledger to drill down to the source of the original posting.
· Account information and journal entries can be imported from a text file. Must allow for journal entries to be exported/imported in a CSV, Excel and PDF format. 
· Must have default chart of account

	9
	Account Use Management
	This function must provide the following capabilities.
· Enquiries Management
· Payments Management
· Fees and Charges Management
· Interest Management

	10
	Reporting
	· The system must provide operational and management reporting that will allow the MFI’s 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.

SMME developmental impact reporting

· The report must be able to display the following statistical information.
· Number  of SMMEs funded
· Number of black owned enterprise funded
· Number of black owned women SMMEs funded
· Number of youth owned business funded
· Number of rural and peri-urban businesses funded 
·  Number of SMMEs funded in productive sectors

The following client information must appear in the report:
· Client Details
· Client ID
· Age
· Race
· Gender
· Geographical Information
· Sector (e.g. retail , manufacturing etc.)
· Number of jobs created




6. [bookmark: _Toc397594296][bookmark: _Toc365029753]REQ-1 CLIENT
When loading a new client (may be Group or individual member) the system must record the following information about a new Client:
· If Individual member:
· Title (e g. Mr/Mrs/Ms/Miss – configurable dropdown list)
· Initials
· First Names
· Surname 
· Group name then group members:
· Title (e g. Mr/Mrs/Ms/Miss – configurable dropdown list)
· Initials
· First Names
· Surname 
· Client number
· SA ID Number (13 digits numeric, must be valid SA ID) see verification code
· Income Tax Number (10 digits numeric, must be valid SA tax number) 
· Postal address
· Postal Code (4 digits code)
· Residential address
· Telephone numbers (SA 10 digit number code). The system will cater for 3 contact numbers per client.
· E-mail address (system must verify structure of e-mail address)
· The system must provide the facility (insert/amend/delete) to maintain a client’s details.

7. [bookmark: _Toc397594297]REQ-2 CREATING A LOAN PRODUCT
The system must support the creation of the various loan products offered by the MFI. 
The system must cater for the following requirements:
· Loan Type;
· Ordinary Group loan;
· Individual loan;
· Bridging Finance loan;
· Emergency Loan.
· Fees:
· Initiation;
· Monthly administration;
· Service
· Interest rate.
· Repayment period.
· Instalment.
8. [bookmark: _Toc397594298]REQ-3 PRODUCT MAINTENANCE
The system must allow an authorised user to:
· Change specific values on the Product description. For example, its rate.
· Make the change effective immediately.
· Allow the authorised user to specify a future effective date.

· When the product is changed the system must record the values before and after the change and who made the change. When configuring a product change it must be possible to indicate whether the change impacts:
· All accounts related to the product, or;
· Only new accounts created and/or changed on or after the effective date.
9. [bookmark: _Toc397594299]REQ-4 PRODUCT ENQUIRY
· The system must allow an authorised user to enquire on a Product.
· The system should show all the current product parameters.
· The user should have the option to see old parameters, i.e., parameters that have been changed.




10. [bookmark: _Toc397594300]REQ-5 CLOSE A PRODUCT
The system must allow an authorised user to close a Product.
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.

11. [bookmark: _Toc397594301]REQ-6 LOAN ACCOUNT OPENING
When opening an account the system must link the account to the client (group and/or individuals members of the group) and allocate a unique account number.
The system must link the new account to:
· The appropriate GL Control Account, e.g. the loan type;
· The Centre that the group or individual belongs to;
· The Field Officer allocated to support the group/individual;
· The Sector that the client belongs to.
It must be possible for the MFI to specify:
· The account structure.
· The starting value for a product’s account number. 
When opening an account the system must record the account open date as “today’s” date.
The system must offer an over-ride facility subject to authorisation to change the account opening date.
12. [bookmark: _Toc397594302][bookmark: _Toc365029759]REQ-7 ACCOUNT ENQUIRY
The system must support the following inquiries on all accounts.
· Current status, i.e. available balance, total balance, etc.
· Generate a statement, either for the current period or for a period selected by the user. 
· The user must have the option to view the statement, e-mail the statement or to create a CSV, Excel or PDF file.
· 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.


13. [bookmark: _Toc397594303]REQ-8 ACCOUNT CLOSING
· In order to close an account, the account balance must be zero or within the product specified tolerance limit e.g. R5.00.
· The system must allow a ‘closing balance tolerance’ value to be specified per product type.
· The system must record the date the account was closed and mark the account as in-active.
· If any transactions are received for a closed account these must be rejected with an appropriate reason and a report produced (audit trail entry) of the rejection made.
14. [bookmark: _Toc397594304]REQ-9 LOAN PROCESSING
· The system must give guidance and a record of the status of a new loan application by holding the information pending and not as a final entry, if not finally approved.
· The system must hold the following information to be posted to a pending file:
· Client
· 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.
· If a loan application is approved the system must automatically open an account with all the information provided on the application.
· 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. 
· The system must provide the delegation of authority in approving loans in the following process flow:
· Funds 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.

15. [bookmark: _Toc397594305]FREQ-10 LOAN DELINQUECY MANAGEMENT
· When a payment becomes overdue, the system must generate reminders at intervals specified by MFI’S, with the details of the outstanding payment as of the date of the reminder.
· The MFI must be able to specify how the reminders are sent to the client – mail, email or SMS, for example, the system must produce late payment notices/reminders in the following scenarios:
· A SMS, mail or e-mail reminder must be sent to the client for a 1 week late payment 
· A first letter of demand must be sent to a client has missed payment by 2 weeks
· A second letter of demand must be sent to a client has missed payment by 3 weeks
· A final letter of demand if payment has been missed by 4 weeks
· The system must produce an arrears loan report.
16. [bookmark: _Toc397594306]REQ-11 DISBURSEMENTS OF LOANS
· Loans are disbursed by making final payments to nominated accounts with either the PostBank or a commercial bank. 
· Confirmation of the disbursement transactions must be kept and processed for record processes and subsequent bank reconciliation.
17. [bookmark: _Toc397594307]REQ-12 REPAYMENT OF LOANS
To administer the collection of loans, the system must cater for the following:
· A highly automated system for detecting early delinquencies
· A system for tracking customer contacts and following on repayment promises
· The development of adequate information base for the collectors to work on
18. [bookmark: _Toc365029707][bookmark: _Toc397594308]REQ-13 INTEREST RATES
· 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. Directly means the product uses the ‘base rate’. Indirectly means the product applies some formula to the ‘base rate’ to derive its rate.
· The system must allow for the input of new rates. It must be possible to future date a rate change.
· 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.
· When configuring a product the MFI must be able to specify if a rate change impacts on existing and new accounts or only new accounts.
· The MFI must be able to specify different effective dates for new accounts and existing accounts.
· The MFI must be able to specify a notice period before which a new rate comes into effect.
· The MFI must be able to specify a tiered ‘offset’ rate relative to the base rate for a product.
· The system must allow for the requirement for an authoriser to authorise any rate changes.

19. [bookmark: _Toc365029709][bookmark: _Toc397594309]REQ-14 INTEREST RATES
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.

	Linked to Prime
	Linked to Prime 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 – Average Monthly Balance
	The average balance on the account during the Month.

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


[bookmark: _Toc365029710]





20. [bookmark: _Toc397594310]REQ-15 END OF PERIOD PROCESSING 

		Processing Name
	Description


	Month End Processing
	If the day is a month-end, interest accruals are performed on loans, 


	Year End Processing
	Archiving of accounts that have been closed 
Capturing of new budget
Switching to the new financial year





[bookmark: _Toc397594311][bookmark: _Toc365029717]
21. REQ-16 FEES 
The system must automatically calculate fees according to predefined rules specified per loan product. The following table defines the types of transaction fees that can be applied to loan products.

Table 6 – Transaction Fee Types
	Transaction Fee Type
	Description

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

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

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

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

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

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


22. [bookmark: _Toc397594312][bookmark: _Toc365029718]REQ-17 PROCESSING OF BANK STATEMENTS 
· A MFI might elect to have accounts with one or more commercial banks where clients can make deposits. The MFI might also elect to allow other types of transactions to be performed on such accounts. 
· The system must be able to process electronic bank statements from one or more commercial banks where the MFI may hold a banking account. The process must ‘read’ the bank statement and make the appropriate postings to the MFI’s GL and to the clients’ accounts.
· The MFI 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. If an entry cannot be processed it must be posted to a suspense account.
· 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.
· The system must provide a facility that allows an authorised user to correct and re-post unsuccessful transactions. 
23. [bookmark: _Toc365029719][bookmark: _Toc397594313]REQ-18 DEBIT ORDERS (Strike out)
· The system must support the capability to allow the MFI clients to authorise the MFI to debit an account held by the client with an external bank to, for example, to pay loan instalments where the MFI has granted the client a loan.
· The system must provide the functionality to capture, maintain, cancel and execute debit orders against external bank accounts. The system must support:
· AEDO
· NAEDO
· EFT.
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 full names  
· Amount
· Date of first payment and date of future repeated payments.
· The system must be able to electronically process the return file handling issues such as failed strikes.
· The MFI 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.
· The MFI must be able to configure, at the product level, the ability to raise a ‘failed debit order’ fee against the MFI account initiating the debit order and specify the charge. 
· A report must be produced each day of unsuccessful strikes indicating the reason for the failure.

24. [bookmark: _Toc365029750][bookmark: _Toc397594314]REQ-19 JOURNALS
· The system must allow the option to select a GL account to which a transaction can be posted.
· 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. 
· The system must allow the MFI to configure the contra account so that it is provided automatically.
25. [bookmark: _Toc365029760][bookmark: _Toc397594315]REQ-20 REPORTS
· Each MFI must be able to draw any and all reports when required (ad hoc reporting). In addition it must be possible for each MFI 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:

26. [bookmark: _Toc397594316]General Ledger
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 allow a date range selection for the trial balance
4. Income Statement/Comparative Income Statement/ Budget Variance Income Statement
5. Budgets-only (pro forma) Income Statement
6. Balance Sheet /Comparative Balance Sheet
7. Statement of Cash Flow
8. Trial Balance (General Ledger) /Summary Trial Balance /Working Trial Balance
9. Journal Reports
10. Account Detail Report
11. Budgets Worksheet
12. Summary report of financial ratios and historical information.
13. The report must extract assets depreciation
14. The report must display cost of the assets
15. The report must display current depreciation as well as accumulated depreciation of the assets
16. The report must be generated daily, weekly, quarterly and yearly
17. The report must be itemized in the following categories:
18. Income from loans
19. Penalties for overdue loans
20. Other income e.g. income from investments

27. [bookmark: _Toc397594317]Loans Reports 
The following are some of the loan reports the system must produce.
1. Actual Repayment Report.
2. Actual Expected Payments
3. Ageing Analysis Report
4. Portfolio Outstanding Report
5. Clients monthly statement
6. Monthly deductions report
7. Repayment exception report
8. Loans in default
9. Guarantors report
10. The report must highlight those loans whose repayment is behind schedule.
11. Periodic disbursement reports (ID, sector)
12. Creditor's Report. The report must display MFI's current and long-term obligations
13. MFI client reports – Information on MFI client profiles and relevant information.
14. Statutory reporting such as IT3 (b) certificates. It must be possible to produce statutory reporting for the current period and for previous periods.
15. Statistical Information. The report must display all active and dormant clients, financial information and comparative figures.
16. Reports must be able to be extracted for previous financial information (e.g. up to 5 years).

28. [bookmark: _Toc365029771][bookmark: _Toc368221653][bookmark: _Toc397594318][bookmark: _Toc365029756]REQ-21 SYSTEM PARAMETER VARIABLES
· The system should, as far as possible, be parameter driven in order to avoid hard-coding of the business logic. 
· The parameters should enable the business users to add, configure and change product variables such as rules & rates with minimal or no change to code, e.g. provide for a CRUD (Create/Add, Read, Update/Modify, or Delete) based facility.
· Authorisation must be required for every parameter changed. 
· A full version control of all parameter changes must be kept and any physical delete made on or to the system must not be allowed to avoid system problems. 
· The system administrator may view all parameters.
· Each MFI's may view only their own parameters. 
 






29. [bookmark: _Toc397594319]APPENDIX 2 – SEFA offices
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30. [bookmark: _Toc397594320]APPENDIX 3 – SEFA OPERATIONAL FRAMEWORK


[image: ]







31. [bookmark: _Toc397594321]APPENDIX 4 - GLOSSARY OF TERMS

	TERMS
	DESCRIPTION


	SEFA
	Small Enterprise Development Agency

	SMME
	Small Medium and Micro Enterprises

	CBDA 
	Cooperatives Bank Development Agency

	MFI
	Micro Finance Intermediaries

	
	




32. [bookmark: _Toc397594322]APPENDIX 5 - DOCUMENT SIGN OFF

	NAME:
DATE:
	SIGNATURE: 

	NAME:
DATE:
	 SIGNATURE:       
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