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1. The Black Sash is relieved that the Technical Committee of the Constitutional Court has advised that there is no justifiable need for SASSA to have a biometric system linked to proof of life in order to pay social grants. We welcome the recommendation that SASSA has an interface with the Home Affairs National Identity System instead.  However we would like to offer the following comments.
2. The Report suggests that “Banks, including the Postbank, could be requested to offer low cost accounts with standard services to grant beneficiaries, on an incremental cost-recovery basis, as part of their social responsibility investment and to receive Financial Service Charter Credits”. If the banks can provide an account and infrastructure that will provide a far more efficient and well-managed system than the system currently being deployed by CPS, what will the attribution of costs be between SASSA, the grant recipients and the banking industry? Who will pay for cash withdrawals? Who will pay for point-of-sale withdrawals? Who will pay for bank statements? Who will pay for ATM use? 
3. What are the principles, other than cost, underlying the services grant recipients ought to be entitled to? The principle is that grant beneficiaries should receive their grant in full cash value, without incurring additional bank charges that they cannot afford. They should not be asked to pay the cost of the payment method chosen by government. Grant beneficiaries must be treated with dignity and respect and must have appropriate and adequate access to consumer protection, administrative justice and recourse.
4. The cost of services essential to the banking product (for example, withdrawals and statements) cannot and should not be borne by grant recipients. We hope that such agreements, to the benefit of the recipients, will be carried out at industry level, with the support of the Competition Commission. 
5. How will beneficiaries know that they are dealing with a bank account aimed at supporting grant recipients? There needs to be an identifier that will then be associated with the basket of free services, making it clear to recipients what they are getting.
6. We suggest that any new bank account should include the following:
6.1 No penalty for using other ATMs
6.2 A number of free (to the recipient) transactions per month. This could consist of:
· Three free cash withdrawals
· Four free POS (card-swipe at retailers) transactions
· Two free ATM balance enquiries
· One free statement (30-day history).
6.3 No debit orders. 

6.4 No advertising and no direct marketing of any sort.

6.5 Adequate grant beneficiary education of the features and benefits of the account.
6.6 The ability to close the account at no cost.

6.7 An appropriate and effective method of dispute resolution and recourse that grant beneficiaries with minimal numeracy and literacy levels can access without support.
7. The report claims that 43% of grant beneficiaries already “has their own bank account at the bank of their choice” (Page 18, Main Report and Page 1, Annexure J). How did the authors arrive at this figure? The affidavit presented by Grindrod Bank in the Gauteng High Court in the Net1 matter in October 2016 stated that only 40 000 beneficiaries currently have bank accounts at a bank of their choice (banks other than Grindrod). Has there been subsequent massive growth in the number of bank accounts held by other banks? In their third quarterly report of 2017, Net1 claims that there are 2.1 million EPE bank accounts. The rest of the approximately 10.64 million beneficiary bank accounts are the SASSA-branded bank account held by Grindrod Bank. Thus, rather than the 43% of beneficiaries claimed to have bank accounts of their choice mentioned in the second Technical Report (7.4), only 20% of the beneficiaries have their own bank accounts at a “bank of their choice”. The SASSA-branded bank account cannot be considered the bank account of grant beneficiaries’choice,as the beneficiaries were not given a choice, or even the terms and conditions of that account.SASSA only received the Terms and Conditions of the SASSA branded bank account from Grindrod Bank in 2016. If both the SASSA and the EPE bank account are considered to be “bank accounts of their choice” then Grindrod Bank, “a small bank with a total of four branches and limited client support” is assumed to be the bank of choice for all but 40 000 people. This also cannot be correct.
8. CPS is a subsidiary of Net1.Net1’s business model includes a “first wave/second wave” approach to expand into new markets.In the “first wave"an application is identified for which there is a demonstrated and immediate need in a particular territory. The technology is then sold and implemented to fulfill the initial need. Once infrastructure has been deployed and a critical mass of customers is achieved, Net1 then focuses on the "second wave" – enabling them to use this infrastructure to provide users with a wide array of financial products and services for which fees are charged. 
8.1 The tender awarded to CPS by SASSA in 2012 was the “first wave” of the NET1 business model, with a critical mass of approximately 10.5 million SASSA branded Grindrod bank accounts.
8.2 The “second wave” began in 2013, when CPS launched the sale of airtime and electricity via its USSD platform, linked to the SASSA bank account. The complaints about unauthorised, fraudulent and unlawful deductions began immediately. 
8.3 In April 2015, SASSA issued new tender specifications for a new and legal service provider. The price per beneficiary bank account dropped by R2 to R14.44, the new bank account did not allowdebit orders and was geared towards better protection of the personal confidential data of grant beneficiaries. CPS indicated that it would not apply for the new SASSA tender.
8.4 In June 2015, the Easy Pay Everywhere current account was launched to facilitate the sale of Moneyline loans, SmartLife funeral policies and Manje Mobile airtime and electricity. The Easy Pay Everywhere card is a product of Grindrod Bank (with Net1 operating as IT specialist) and Moneyline. 
8.5 As we show below, the EasyPay Everywhere account system does not benefit grant recipients and should not be an option for grant beneficiaries. What is required is a mechanism (or mechanisms) to transfer such account holders to ordinary bank accounts.
8.6 By June 2016 there were 1.1 million EPE cardholders. Figures released recently by Net1 indicate that the number has gone up to 2.1 million EPE bank cardholders, most of them grant beneficiaries. Why is the EPE bank account growing at such a phenomenal rate?Is this growth linked to Net1 and its subsidiaries’ access to biometric and other personal data stored on the chip of the SASSA branded bank account and linked to the payment of social grants?
8.7 More recently the expiry date of the SASSA-branded card (December 2017) is being used by vendors to pressure grant beneficiaries into opening an EPE account. They are told that when the SASSA card expires, the EPE card will be the alternative SASSA payment method. 
8.8 SASSA’s plans to use EPE bank accounts to pilot the move from the current system are difficult to comprehend.

9. The EPE bank account has been deeply problematic and requires its own investigation. In our experience:
9.1 Many people were made to believe that the EPE cards were SASSA cards, and that the loans were granted by SASSA. CPS agents working at SASSA pay points are also salespersons of Net1 financial products such as Smartlife policies. Grant beneficiaries do not know that CPS/Net1 officials are not SASSA officials.

9.2 The agent signing up a grant beneficiary for an EPE bank account has automatic access to the personal and biometric data of the grant beneficiary.

9.3 The terms and conditions of this bank account are not made available or are not explained to beneficiaries, and the paper work, in small print, is in English only. 
9.4 Grindrod Bank holds the SASSA-branded bank account. The bank (and Net1 subsidiaries with access) can read the information on the card chip. An EPE account can be opened with a loan available almost immediately. Grindrod moves grant monies monthly, from the SASSA account to the EPE account at a cost of R10 per card plus any other bank charges that have accrued in the account. This is in addition to the R16.44 per grant charged to SASSA, a very lucrative double dipping deal when the technology exists for instantaneous transfer at the click of a button. 
9.5 Those who seek recourse or try to close their accounts at a Net1 office are told that recourse is managed centrally via a call centre in Sandton. When recourse for disputed deductions is attempted, it takes much airtime to connect to a call centre operator, who may speak only English. We have assisted beneficiaries who want to close their EPE accounts, and even with our airtime and free transport, the process of closing the account can take months. 
9.6 It is common for the call centre operator to explain that it is not the right time of the month to close an account. After the 15th of the month, beneficiaries are told to call again on the 1st of the next month. 
9.7 They are told that an affidavit, commissioned by the police, is required to close the account. The affidavit must then be faxed to the Net1 offices in Sandton, and it may get lost along the way. You may have to fax it several times.Net1 will conduct further investigations.
9.8 Grant beneficiaries find it extremely difficult to get abank statement to check payments into and transfers from their EPE bank account. Beneficiaries are asked to produce an email address if they want a bank statement. In most cases, beneficiaries do not have an email address. When a bank statement is eventually provided, it is for one month only, so that it is impossible to trace the history of the disputed deductions.
9.9 The terms and conditions of the EPE make reference to EPE branches where accounts can be closed. There are no walk-in EPE branches where a beneficiary can close her account. In desperation, some beneficiaries visit a Net1 office in an attempt to obtain a statement or close their bank account. This often involves travelling long distances, as there are only 120 Net1 offices in the country
.For rural grant beneficiaries this is particularly onerous and costly. A grant recipient living in Ceres, for example, would have to make a round trip of 200 km to Worcester.
9.10 Armed guards at the Net1 offices confront beneficiaries and only allow those with SASSA or EPE cards onto the premises – Black Sash personnel, relatives and friends have been prevented from assisting those who are seeking redress at these offices. This is particularly egregious when it is clear that the elderly and the illiterate are being targeted.
9.11 Before the Black Sash and its partners put a stop to this practice, grant beneficiaries were being charged R50 to close their accounts. 
9.12 EPE card accounts are opened from the boots of cars, at private residences(beneficiaries may be charged an “entry fee” of R15) and in vehicles at pay pointsby agents who are earning commission on each aggressively marketed EPE card.
10. Loans can only legally be made under the National Credit Act after an “affordability test”is performed to see if the borrower is able to pay the loan back. The Act states that it “promotes a fair and transparent credit market; aims to protect consumers and their rights in the credit market and importantly, regulates all credit providers, debt counsellors, and credit bureaus.” Many EPE cardholders claim that an affordability test was never applied to them. (This may because sales agents were able to view this information on the SASSA card chip when the EPE account was opened).This is an issue for the National Credit Regulator to follow up. Social grants are means tested and available only to the poor and vulnerable. The social grant must not be used as collateral for loans and to service debt. The DSD and the DTI must close the allegedlegislative gap that enablesthis predatory behaviour.
11. EPE cardholders are often obliged to take out a Smartlife funeral policy,buy airtime and electricity if they want a Moneyline loan. Sales agents imply that buying Net1 subsidiary financial products is a condition of the loan.A SASSA beneficiary may end up with an EPE bank account, a Smartlife funeral policy and airtime and airtime deductions without a loan, with all the additional coststhey can barely afford. The consequences for the cycle of indebtedness are very clear; grants are being used to service debt, rather than to meet basic needs. 
12. There is no banking infrastructure to service EPE grant beneficiaries. There are only four Grindrod Bank branches nationally. There is no EPE banking infrastructure to deal with and remedy complaints. Grant beneficiaries are not treated as customers who deserve respect and dignity. The EPE card is, by design, almost impossibly difficult for beneficiaries to close without significant help. It is worth noting that ethical conductat all banks, including Grindrod Bank, is overseen by the SARB. 
13. Grant beneficiaries must be given the choice to opt out of the EPE account. We have tried to show, from our experience, how the Net1 network of companies uses the EPE card to fleece grant beneficiaries.  However, any bank account that allows monthly debit orders to be deducted from social grants is likely to attract unscrupulous financial services businesses that parasite off “the fortune at the bottom of the pyramid”, undermining the attempts made by the state to address poverty.The bank accounts of grant beneficiaries must be ring fenced and protected from both legitimate debit orders and fraudulent deductions. Child grants and temporary grants need particular protection.
 
�In comparison, in 2015, Capitec, a commercial bank that employs both biometric and pin authentication, had 800 retail branches nationally, and 3410 own or partnership ATMs servicing 6.2 million customers.
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