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APPENDIX A - Commonly Used Credit Union Acronyms

AACUL American Association of Credit Union Leagues

ABA American Bankers Association

ACCU Association of Corporate Credit Unions

ACH Automated Clearing House

AIRES Automated Integrated Regulatory Examination System

ALCO Asset Liability Committee

ALLL Allowance for Loan and Lease Losses

ALM Asset Liability Management

APR Annual Percentage Rate

APY Annual Percentage Yield

APYE Annual Percentage Yield Earned

ARM Adjustable Rate Mortgage

ASI American Share Insurance Corporation

ATM Automatic Teller Machine

BBB Better Business Bureau

BSA Bank Secrecy Act

C&D Cease and Desist

CAMEL Capital Adequacy, Asset Quality, Management, Earnings, Liquidity/Asset-Liability
Management

CCCS Consumer Credit Counseling Service

CCUE Certified Credit Union Executive

CD Certificate of Deposit

CDCU Community Development Credit Union

CDFI Community Development Financial Institution

CDRLF Community Development Revolving Loan Fund

CEO Chief Executive Officer

CFO Chief Financial Officer

CIP Customer Identification Program

CPA Certified Public Accountant

CLF Central Liquidity Facility

CMO Collateralized Mortgage Obligation

COO Chief Operating Officer

CRA Community Reinvestment Act

CTR Currency Transaction Report

CU Credit Union

CUDE Credit Union Development Educator

CUES Credit Union Executives Society

CUMAA Credit Union Membership Access Act

CUMIS Credit Union Mutual Insurance Society
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CUNA Credit Union National Association

CUSIP Committee on Uniform Security Identification Procedures
CUSO Credit Union Service Organization

DOR Document of Resolution

ECOA Equal Credit Opportunity Act

EDS Economic Development Specialist

EFT Electronic Funds Transfer

EFTA Electronic Funds Transfer Act

EIN Employer Identification Number

FACTA Fair and Accurate Credit Transaction Act

FASB Financial Accounting Standards Board

FCC Federal Communication Commission

FCRA Fair Credit Reporting Act

FCU Federal Credit Union

FCUA Federal Credit Union Act

FDCPA Fair Debt Collection Practices Act

FDIC Federal Deposit Insurance Corporation

FFIEC Federal Financial Institutions Examination Council
FHA Federal Housing Administration

FHLB Federal Home Loan Bank

FHLMC Federal Home Loan Mortgage Corporation (Freddie Mac)
FICO Fair Isaac Company

FICU Federally Insured Credit Union

FinCEN Financial Crimes Enforcement Network

FIRREA Financial Institutions Reform, Recovery, and Enforcement Act
FISCU Federally Insured State-Chartered Credit Union
FNMA Federal National Mortgage Association (Fannie Mae)
FOM Field of Membership

FPR Financial Performance Report

FRB Federal Reserve Board

FTC Federal Trade Commission

GAAP Generally Accepted Accounting Principles

GAAS Generally Accepted Auditing Standards

GAP Guaranteed Asset Protection

HELOC Home Equity Line of Credit

HMDA Home Mortgage Disclosure Act

HUD Housing and Urban Development Department

IDA Individual Development Account

IRA Individual Retirement Account

IRPS Interpretive Ruling and Policy Statement

23



National Credit Union Administration | Office of Small Credit Union Initiatives
Credit Union Leadership Resource Manual | Second Edition — July 2016

IRR

LID

LTV
LUA
MICR
MIS
MSR
NACHA
NACUSO
NADA
NAFCU
NASCCU
NASCUS
NCUA
NCUF
NCUSIF
NFCDCU
NSF
NWRP
OCC
OCCU
OCP
OFAC
OSCUI
PCA

PFI

PII

POS
PWL
RESPA
ROA
ROAA
ROE
ROI

SAR

SAS

SC
SCRA
SEG
SFAS

Interest Rate Risk

Low Income Designation

Loan to Value

Letter of Understanding and Agreement

Magnetic Ink Character Recognition

Management Information System

Member Service Representative

National Automated Clearing House Association
National Association of Credit Union Service Organizations
National Automobile Dealers Association

National Association of Federal Credit Unions
National Association of State Chartered Credit Unions
National Association of State Credit Union Supervisors
National Credit Union Administration

National Credit Union Foundation

National Credit Union Share Insurance Fund

National Federation of Community Development Credit Unions

Non-Sufficient Funds

Net Worth Restoration Plan

Office of the Comptroller of the Currency
Office of Corporate Credit Unions
Office of Consumer Protection

Office of Foreign Asset Control

Office of Small Credit Union Initiatives
Prompt Corrective Action

Primary Financial Institution
Personally Identifiable Information
Point of Sale

Preliminary Warning Letter

Real Estate Settlement Procedures Act
Return on Assets

Return on Average Assets

Return on Equity

Return on Investment

Suspicious Activity Report

Statement of Auditing Standards
Supervisory Committee
Servicemembers Civil Relief Act

Select Employee Group

Statement of Financial Accounting Standard
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SSA Social Security Administration

SSA State Supervisory Authority

SSI Supplemental Security Income

SSN Social Security Number

TCCUSF Temporary Corporate Credit Union Stabilization Fund
TILA Truth in Lending Act

TIN Taxpayer Identification Number

TISA Truth in Savings Act

UCC Uniform Commercial Code

VA U.S. Department of Veterans Affairs

WOCCU World Council of Credit Unions
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Committed to small credit union success.

Credit Committee Duties and Responsibilities





What We Will Cover

* Authorities

« Credit Committee Duties and Responsibilities
« Loan Evaluation Criteria

» Policies and Practices Criteria
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Authorities

Federal Credit Union Act Section 1761c
If your Bylaws provide for a Credit Committee:

« The Board of Directors appoints or the
membership elects the Credit Committee.

. The Committee shall consist of an odd number of
members.

«  The Committee will hold meetings as the
business of the credit union may require, but not
less frequently than once a month.
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Authorities

Federal Credit Union Act Section 1761c (Cont.)

Loan application approval shall be by the majority of the
Committee present.

*The Committee may appoint and delegate approval authority to
loan officers.

All applications not approved by a Loan Officer shall be
reviewed by the Committee.

*Approval by a majority of the Committee present is required to
overturn the Loan Officer’'s decision, provided that a majority of
the Committee is present.
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Authorities

Federal Credit Union Act Section 1761c (Cont.)

*If there is no Credit Committee, a member shall have
the right upon written request to review a loan
application that has been denied by the Board of
Directors.

*No individual shall have the authority to disburse
funds with respect to any loan or line of credit where
the application has been approved by that person as
a Loan Officer.
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Authorities

Federal Credit Union Bylaws — Article VIII

Section 1

*The number of members of the Committee must be an odd
number of not less than 3 and no more than 7.

*The Board of Directors by a resolution of the Bylaws may
Increase or decrease the number of members on the
Committee.
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Authorities

Federal Credit Union Bylaws — Article VIII (Cont.)
Sections 2 & 3

Committee terms shall be for either 2 or 3 years as
determined by the Board.

*An equal number of terms shall expire at each annual
meeting.

*The Committee shall choose a Chairperson and a
Secretary.

*The Secretary shall maintain full and correct records of
all actions taken by the Committee within 3 days after
the meeting.
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Authorities

Federal Credit Union Bylaws — Article VIII
Section 4

« The Committee may, by a majority vote, appoint one or
more Loan Officers.

« Not more than one member of the Committee can be
appointed as a Loan Officer.

 Each Loan Officer shall furnish to the Committee a record
of each loan approved or not approved by him/her within 7
days, and such record shall be a part of the records of the
Committee.
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Authorities

Federal Credit Union Bylaws — Article VIII (Cont.)
Section 5

 The Committee will hold meetings as the business of the

credit union may require, but not less frequently than once
a month.

* Notice of such meetings shall be given to each Committee
member.
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Authorities

Federal Credit Union Bylaws — Article VIII (Cont.)
Section 6

 The Committee or Loan Officer shall inquire into the
character and financial condition of each applicant to
determine ability to repay fully and promptly the obligation
and to determine whether the loan will benefit the
member.

 The Committee and Loan Officer shall endeavor to assist
applicants in solving their financial problems.
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Authorities

Federal Credit Union Bylaws — Article VIII (Cont.)

Section 7

*No loan or line of credit may be made unless approved by
the committee or a loan officer in accordance with applicable

law, regulations, and your policy.
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Authorities

Federal Credit Union Bylaws — Article VIII (Cont.)
Section 8

« The Committee and Loan Officers shall determine the
security, if required, for each application and terms of the
repayment.

 The security provided shall be adequate in quality and
character and consistent with sound lending practices.

 When funds are not available to make all loans,
preference shall be given to the smaller applications if
the need and credit factors are nearly equal.
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Authorities

NCUA Rules and Regulations

Regulations that must be included in the Loan Policy and
understood by the Credit Committee and Loan Officers, if
applicable, include:

e Part 701.21 — Loans and Lines of Credit to
Members

« Part 706 — Credit Practices
« Part 722 — Appraisals (if applicable)

« Part 723 — Member Business Loans (if
applicable)
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Authorities

There are several NCUA Regulations that must be
Included in the Loan Policy and understood by the Credit
Committee and Loan Officers.
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Authorities

Part  Loans and Lines of Credit to
701.21 Members

Part
706

* Credit Practices

Part

e Appraisals (if applicable
7992 PP (If app )

Part « Member Business Loans (if
723 applicable)
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Authorities

Part 701.21, Loans and Lines of Credit to Members

« Complements the provisions of the Federal Credit Union
Act, Section 1757 (5) authorizing Federal credit unions to
make loans to members and issue lines of credit.

* Interprets and implements those provisions.
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Authorities

Part 706, Credit Practices

« Defines unfair credit practices

« Describes unfair or deceptive cosigner practices
« Discusses late charges

* Includes state exemptions
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Authorities

Part 722, Appraisals

Provides guidance for:

 When an appraisal is required
* Minimum appraisal standards
« Appraiser independence

« Membership in appraisal organization and
competency
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Authorities

Part 723, Member Business Loans

Defines a member business loans

Describes prohibited activities

Addresses business loan policy requirements
Defines underwriting requirements
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Credit Committee Duties and Responsibilities

« Act on applications for loans and lines of credit

« Act on requests for release of collateral

« Act on requests for loan extensions and refinances
« Act on requests denied by loan officer(s)

« Make annual reports to members
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Evaluating Criteria

/ \ FFFFFFFFFFF
SMALL CREDIT UNION 21
INITIATIVES





Evaluating Criteria

The three C’s of credit:

e Character

« Capacity

« Collateral (least important part of the credit
decision)
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Evaluating Criteria

Credit Reports
« Should be current (minimum 6 months)
* Shows borrower’s willingness to repay

« Should be checked against the information
the borrower submits on his/her/their loan
application
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Evaluating Criteria

Credit Reports (continued)
* Delinquency

« Charge-offs

* Public records

* Inquiries

* Credit card debt

* Credit score
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Evaluating Criteria

Credit Reports (continued)

*Credit Scores
— Fair Isaac
— Experian
— Trans Union
— Other: Custom, bankruptcy, etc.

Credit scoring Is an important tool to help
evaluate creditworthiness and is used In
most risk-based pricing programs
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Evaluating Criteria

Verification of all Income sources

« Job income (always reguest current pay
stubs)

 Retirement iIncome

« Self-employment income
* Rental income
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Evaluating Criteria

Monthly debt to income (DTI) ratio
« Shows borrower’s capacity to repay
« Can use gross income or net income

« Usually, a gross debt ratio of 45% or
higher indicates limited capacity to repay

« Usually, a net debt ratio of 35% or higher
Indicates limited capacity to repay

« Use in conjunction with information on
the credit report
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Evaluating Criteria

Unsecured Debt Ratio Analysis

 Different than the monthly debt to income
ratio analysis

 Take total amount of borrower’s

UNSECURED debt in dollars, and divide by
the borrower’s gross annual income

« DO NOT include any secured debts

« Usually, a ratio of 30-35% or more indicates
a strong probability of the member filing for
Chapter 7 Bankruptcy
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Evaluating Criteria

Evaluating Collateral

« Acceptable collateral
 Loan to value (LTV)

« Valuation

* Liens, title, or UCC-1
* Proof of insurance

« Location of collateral
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Policies and Practices

Loan Policies

Loan maximums by type (concentrations)
*Debt ratio and loan-to-value limits
*Credit reports

*Income verification

*Approval limits

Collateral valuations and types

*Trade area
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Policies and Practices

Documentation

Completed application and documented approval
Verification of income

*Credit report

*Debt to ratio analysis

*Evidence of collateral value

Completed loan note

Loan officer worksheet

*Perfected collateral lien and adequate insurance
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Policies and Practices

Pricing

* Risk (credit score)

* Length of loan term

« Loan type and collateral

« Market/competition

« Supply and demand; liquidity needs
¢« LTV
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Summary of Credit Committee Training

Authorities

Credit Committee Duties and Responsibllities
Loan Evaluation Criteria

Policies and Practices Criteria
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Questions?

Lynn Asker
Economic Development Specialist
Office of Small Credit Union Initiatives

Istorum@ncua.gov
(703) 609-5876
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Office of Small Credit Union Initiatives

Strategic Planning Session
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Today’s Topics

 Strategic Planning Overview

dWhat are the Benefits of Planning?

dWhy Use a Facilitator?

dWhat are the 5 Steps of Strategic Planning?
dBest Practices for Planning
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Strategic Planning

 Strategic Planning is the process by which
management envisions its future.

 Strategic Planning answers the questions:

1.

2.
3.
4

Where are we now?

Where do we want to be?
How do we plan to get there?
How will we monitor progress?
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Why Should Credit Unions Plan?

e Bring clarity and agreement on mission and
vision

* Help the organization prepare for the future

e Help the organization anticipate and manage
change

* Improve the decision making process
 Promote effective stewardship
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Why Should Credit Unions Plan?

« Align the board and staff

* Provide an opportunity to recommit to the cause
« Educate participants about institutional history
 |dentify existing strengths in the organization

* Provide and opportunity to analyze the
organizations systems and processes

e Reinforce the need to commit to continuous

Improvement
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Components of an Effective Strategic
Plan
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Components of an Effective Strategic Plan

d Mission Statement - Brief expression of the credit union’s
purpose. Primary function is internal

4 Vision Statement - Principles on which an organization is
built description of the credit union’s desired future.

U Values Statement - The principles on which the credit union is
built.

d Goals and Objectives - Goals are general intentions;
objectives are precise.

 Strategies and Tactics - Activities needed to achieve the
goals and objectives.

Q An Implementation Plan - This is the credit union’s “tiser’ s
guide” to the strategic plan.
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Strategic Planning

Usmg a Consultant to Facilitate






Characteristics of a Facilitator
CHECKLIST FOR SELECTING AN EXTERNAL FACILITATOR:

e EXperience in running strategic planning processes
— Thoughtful/respectful
— Comfortable laying down ground rules (and enforcing them)
— Manages the dialogue so everyone’s voice is heard

— Understands the industry and preferably knows the CU so that they can
challenge overly ambitious goals

— Committed to pushing the group to identify both product and process goals and
objectives

* A good reputation with previous clients (check this!)

 Thoroughly understands the CU industry and the specific
membership you serve
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Role of Facilitator

 Facilitate a thought provoking session with enough
time to move from brainstorming to actual
planning.

dDevelop a well-planned agenda.
dManage an exchange of information.

d Address the journey NOT just the destination.
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5 Steps of the Planning Process

1. Identify Core Vision & Core Mission

2. Make an Assessment of External & Internal
Environment

3. Develop Objectives/Goals & Strategies
4. Perform Due Diligence & Begin Implementation
5. Continue Evaluation & Control
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1. Core Vision and Mission

] Review CU Mission and Vision to ensure
they’re relevant and in alignment with what the
Institution does and the direction it has been
taking

dDon’t spend too much time Iin this phase:
Remember the question is not where do you
want to go, but rather how do you get there!
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2. Situational Analysis
SWOT

STREMCG:THSS W EARKKMNESSES

OFPFFORTILINITIES THREATS
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3. Goals, Objectives and Strategies

Where do we want to be?

dGoal Development
1Objectives Development
dGuiding Principles

How do we plan to get there?

dSuccess Factor Analysis
dBarrier Analysis
dStrategy Development

QPrioritization y 2\
QAction Plannin ____Federation
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3. Objectives, Goals and Strategies

Objectives/Goals are SMART
L) Specific

Measurable
DAchlevabIe






4. Due Diligence & Implementation

Are goals/objectives realistic?
dWhat are the specific deliverables? What are the

J
J
J

penchmarks?

D0 you have the resources to implement

Define clear accountabillity process
Be specific when assigning projects

& N\
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5. How Do You Measure Success?

L New Product/Services Offered
dMembership Growth
L Member Satisfaction

d Ratio Analysis (for example)
U ROA - Profitability Restored or Improved
dNet Worth to Total Assets
dDelinquent Loans to Total Loans
L Charge Offs to Average Loans
dLoan to Share Ratio

& N\
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Implementing, Monitoring and
Updating the Strategic Plan

1 The process should be dynamic since the environment is
changing.

1 Strategic plans should be reviewed and revised regularly,
ideally quarterly. Whole planning processes should occur
annually.

4 This will involve new staffing, new projections, and new

Implementation steps. ,\
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Strategic Plan

The Final Plan
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Best Practices

 The best practice companies set targets that
required a shift from business as usual.
 SP process enable CU staff and board to step outside

of the day to day and focus on concrete future —oriented
goals (i.e. new products; improving internal efficiencies;

etc.)
 Their planning processes are evolving and
flexible. A "continuous improvement" philosophy
guides the planning-process design.

o Use SP to establish regular check-in points to assess
refine and hone the plan

 Setinternal deadlines and targets for accomplis,\
tasks (i.e. using quarterly board meetings) ~ Federation
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Best Practices

« Communication of the strategic plan is a formal and
significant element of the process.

e Sharing your strategic plan to train, motivate and excite
staff about where you're going

 Provides a branding opportunity as you grow and new
staff (and locations) are added.

 Also can be used as an important member education tool
 Planners emphasize action plans and strategic
thinking
* As the cycle time between strategic plans shortens,

business planning is done within the context ~f 3
strong corporate vision or culture
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Best Practices

« Asingle core competence or capability is not the
driver of SP. Instead, competitive advantage is based
on diverse competencies.

e Approaches to planning processes and planning
system designs vary greatly, but the framework of
Issue and option generation, prioritization, review
and feedback continues to have universal relevance

« A strict top-down approach to the strategic planning
process leads to rigidity and inability to strategize
within a CU ever-evolving environment

 SPisn’t done in a vacuum and based solely upo
Board hopes can be achieved. Staff members (r,\
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Strategic Plan Failures

Failure to Change: when your field undergoes
rapid changes, sometimes you have to go with the current
to stay afloat.

— Understanding changes in your FOM: i.e. emergences of new
demographics; business closure /openings

— Recognizing the CU is outgrowing capacity of management
— Realizing that members are switching to new technologies

— Assuming what your members will or won’t do: i.e. my members
won’t use an ATM; my members like to interact with our tellers
and won’t use internet banking; etc.

— Not understanding who you’re really competing with: etk gLl
Banks: Check Cashers; Walmart?
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10 Reasons Strategic Planning Mtgs. Fail

1. Restricting strategic planning to once a year at some annual event.

2. Failing to conduct research prior to meeting (make sure facilitator has
reviewed prior plans: what worked; what didn’t; and why)

3. Developing overly ambitious agenda with insufficient time to complete
4. Inviting too many people

5. Assuming that everyone at your meeting thinks like the leader of the
meeting.

6. Failing to use an effective professional facilitator
7. Having too tight a structure for the meeting

8. Failing to identify and address issues before moving on and/or before
the meeting itself.

9. Ending the meeting without a commitment from the attendees about
the new strategic direction

10.Failing to act on the plan ,\
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Summary

The presentation discussed the following:
JAN Overview of Strategic Planning
Benefits of Strategic Planning

dUsing a Facllitator for Strategic Planning
15 Steps of the Planning Process

1Best Practices

110 Reasons Why Strategic Plans Fall
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Contact OSCUI

..With questions or comments.

Email: oscuimail@ncua.gov
Website: www.ncua.gov/oscul
Phone: /03-518-6610

Mail: 1775 Duke Street

Alexandria, VA 22314
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