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INTRODUCTION

1. Vision®
XYZ Credit Union’sVisionis...
A Sustainable and Viable Financial Cooper ative responsive to the needs of members
Or
First choicefor financial servicesin our community
2. Mission
XYZ Credit Union’sMissionis ...
To give best service possible at a competitiverate.
3. Focuson Excellencein Products and Services
XYC Credit Union aims for Excellence in Products and Services in the competitive

marketplace. It believes that satisfying the members with quality products and services based
on needs and demand would ensure the viability and sustainability of the credit union.

Excellence in Products and Services would consider the changing external environment,
the varied needs and demand of members, the efficiency of operation and the involvement of
Board and Management in pursuit of continued improvement in quality of services being
provided to the members and its competitiveness in the market. XY Z Credit Union is to ensure
that product and services are of high quality, market driven, and competitively priced.

4. Review and Update

A copy of this manual will be distributed to the Board of Directors, Sub-Committees and
Management Staff. The Board will ensure that newly elected Board of Directors/Sub-
Committees is provided with this manual before formally assuming their respective duties.
Likewise, new staff should be oriented on this policy manual during orientation.

The Board of Directorsis to undertake afull review of the effectiveness and adequacy of
these policies annually during the period of July to December/planning period. The
Management should be involved in the review and assessment of this Manual in view of the
legislative and or market changes, which affect the operations of XY Z Credit Union. Suggested
input for revisions by the management should be documented and forwarded to the Board.

! Sate your credit union’s vision and mission statement in number 1 and 2 respectively
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VALUES AND PRINCIPLES
Purpose:

The purpose of this policy is to ensure that XYZ CU is maintaining its identity as a
community based financia institution practicing the values and principles for which it was
founded. XYZCU will ensure that those principles will be translated into business with high
degree of professionalism and efficiency being of service to its members and the community as a
whole.

1. Basic Values
XYZ Credit Union continues to maintain and practice the following cooperative values and

its corresponding measurement which the Board and Management should are accountable
and should adhered:

Our Values How we will monitor and report?

1.1. Equity: Consistency in delivery of | a. Product pricing benefits reflects the product
products and services to members and and service capacity to generate such
the treatment of members. True benefits;
awareness of and focus on members | b. Minimum of 15% per annum of members

needs. provide service and product feedback via
surveys, web and other means;
c. Detalled satistical member profile is
monitored.
1.2.Integrity: Demonstrating cae, |a Use of al available information and

commitment and honesty including
informed reporting and disclosure to
members and stakeholders;

reporting methods,

. Stakeholders are aware of availability of

reports;
Range and presentation of information is
useful to stakeholders;

. Member reporting includes measurable

indicators of aggregated financial benefit
distributed to members through product
pricing.

1.3.Professionalism: Efficient, timely and
effective service at al times through
well trained directors, management
and staff supported by well organized
communication and operating systems;

Complaints due to staff knowledge
procedures errors are less than 10 per
annum;

. Service delivery standards are set by the

Board and monitored by management and
board using arange of survey and feedback
techniques.
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1.4. Responsibility: prudent management
and sound capital backing;

a All Key Financia Indicators are readily
met and reflect industry standards. (Credit
Union Operating Standards)

1.5. Cooperation: Community and multi-
stakeholder input and involvement
providing benefits to individual
members and their loca community
through collective endeavor.
Creatively using the aggregated buying
power of members.

a. Number of community organizations using
the credit union services,

b. Number of value added or price benefits
introduced annually;

1.6. Celebration: We seek a healthy
organization, with high quality of life
for employees, where enthusiasm and
celebration are essential. We
recognize the strengths, talents and
potential of the people in our
organization and those we dea with.

We want to encourage confidence and

Using an agreed list of desired indicators, we
will monitor and report against these using the
following methods:

a Staff and officers surveys re: recognition
received

b. Volume of events that celebrate individua
and organizational milestones.

competence. We dso recognize | c. Recognition for outstanding members
human frailty, allow for mistakes and
failures.

1.7.Respect: Our work with the|a Ongoing members feedback will be sought

disadvantaged and marginalized in the
community is characterized by mutual
assistance and empowerment, and not
by paternalism. Everyone must be
treated with respect and dignity.

and documented.

b. Complaints/comments/suggestions (verbal
and written)

c. Community and stakeholders survey

1.8. Accountability: In our dealings with
partners in community, government
and business we are accountable for
the quality of our work and seek to
exceed their expectations. We want
transparency in our organization,
which reflects trust and awareness of

joint responsibilities.

Transparency will be achieved by documenting
and reporting to al stakeholders:
e Our agreed targets and our outcomes
e The feedback we receive from staff,
clients and partners
Using an agreed list of desired employee
attitude and characteristics we will monitor and
report against these using the following
methods:
e Staff surveys
e Employee exit interviews and feedback
e Complaints received from staff and
members
e Thelevel of delegated decision making
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1.9. Integration: Work is an important
part of our lives. We want it be
integrated with all other areas of life.
We work with people holisticaly,
respecting diversity and beliefs.

Sample surveys staff and  clients
perceptions;

Measure officers/volunteers in terms of
diversity of culture, beliefs, etc.

Use stakeholders imposed and other agreed

equity targets.

1.10. Innovation: We recognize that there
are many ways to meet a need or to
undertake a task. We actively seek
to introduce new programs and

Record and disclose (report) new program
ideas and process ideas in terms of :

Received (including source analysis)

e Evauated
procedures to  improve the|es Developed
effectiveness and efficiency of our | ¢ |mplemented
current activities through ongoing | 4  Outcomes
changes in both process and
systems.

2. Principles’

The following credit union operating principles approved by the Membership of
WOCCU on August 24, 1984 are guidelines by which XY Z Credit Union put practice:

Any person within the accepted
common bond of XYZ Credit Union is able to join and make use of its

Democratic Control: All members enjoy equal rights to vote (one member,
one vote) and join in making decisions for the XYZ Credit Union. XYZ
Credit Union members elect committees who control the running of the
Credit Union, according to its laws and regulations, on behalf of the
members. These committees are: the Board of Directors, Credit Committee

2.1. Democratic Structure
211. Open and Voluntary Membership:
services and corresponding responsibilities.
2.1.2.
and the Supervisory Committee.
2.1.3. Non-Discrimination:

Members are treated equally. There is no
discrimination because someone’ s race, nationality, sex, religion or politics.

2 Following the principles and values recommended by the national federation as a movement which may be the
WOCCU's credit union operating principles or ICA’s Cooperative Principles
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2.2.

2.3.

Serviceto Members

2.2.1.

2.2.2.

2.2.3.

Service to Members: All services provided by the XYZ Credit Union are
directed to improve the financial (economic) and social well being of al
members.

Distribution of Services to Members. A fair rate of interest is paid on
savings and deposits to encourage wise use of money through savings. The
XYZ Credit Union is then able to provide loans and other services to its
members. Any surplus made by the XY Z Credit Union belongs to and must
benefit all members with no member or groups of members benefiting alone.
The surplus shall be distributed among membersin relation to their sharesin
the XYZ Credit Union, or may be directed to improve or add services
required by the members.

Building Financial Stability: The most important aim of the XYZ Credit
Union is to build its financia strength including a strong reserve fund and
internal controls that will ensure continued services to the membership.

Social Goals

2.3.1.

2.3.2.

2.3.3.

On-going Education: The XYZ Credit Union actively promotes education
for its members, officials, employees and the general public in their financial
(economic), social, democratic and mutual self-help principles. It aso
encourages wise use of money, savings as well as teaching members of their
rights and responsibilities.

Co-operation Among Co-operatives: In keeping with their ideas and
practice of working together, XYZ Credit Unions actively work with other
co-operatives and their associations at local, national, international levels to
serve the interest of their members and community.

Social responsibilities: XYZ Credit Union seeks to bring about human and
socia development. Socia freedom extends both to individua members and
to the larger community in which they work and live. XYZ Credit Union
aims to extend services to all who need and can use them. Every person is
either amember or a potential member.
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ORGANIZATION AND GENERAL POLICIES

Purpose:

The purpose of this policy isto emphasize XY Z Credit Union’slegal identity as financial
cooperative. The policy sets the basic framework for the organization’s culture that serves as
basis of carrying out business operation and professional attitude of its leaders and staff.

1 Governing Rules and Regulation

1.1. XYZ Credit Union shall carry out its operation based on the following governing
rules and regulations:

a) ByLaws

b) Operational Policies and procedures as contained in this manual

c) Policies and regulation of nationa federation/leagues related to credit
unions/cooperatives/ SACCOS/Thrift & Credit Cooperativesin the country.

d) Thelaws promulgated by the government for credit unions.

1.2. Nothing included in this policy manual is to be in conflict within Cooperative Act,
Cooperative Rules, By laws and regulation as identified above.

1.3. XYZ Credit Union shall exercise all powers as provided in Cooperative Act, Laws,
By-laws and policies for purpose of carrying out its objectives.

2. CAPACITIESAND POWERS

2.3. XYZ Credit Union has the capacity to carry its business and exercise its powers
within the common bond.

2.4. Subject to the Cooperative Act, Article and its regulations, XYZ CU may
engage in and carry on any business that pertainsto the business of credit union and
without limiting the generality of the foregoing may;

e Receive various types of deposits from members and non-members

e Grant loansto its members only

e Not carry out any business that is contrary or restricted by the Cooperative
Acts, itsregulations.
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3. CORPORATE RECORDS

3.1. XYZ CU shall maintain in its registered office the following records:

3.1.1.
3.1.2.

3.1.3.

3.1.4.

3.15.

3.16.
3.1.7.

By-Laws and its amendments and Policies

Minutes of Meetings and Resolutions of General Assembly, Board of
Directors, regular Committees and other committees (include sample
format of the minutes)

Resume/Curriculum Vitae of the Board of Directors

Original Copy of the Certificate of Registration with the Cooperative
Regulatory Agency and affiliation with CU League/Federation/Apex
organization

A copy of the Cooperative Law/Credit Unions and every order issued by
the Cooperative Regulatory Agency or of a court relating to XYZ CU.

A copy of every notice sent to members pursuant to the Cooperative Act.

In addition to the record described above, the following records should be
maintained by XYZ CU:

a. Adeguate accounting records regarding deposits, shares, loan accounts,
investments in securities and bonds, promissory notes, fixed assets,
earnings, expenses and other records related to the financial operation
of the credit union.

b. Stock and Transfer Book (Share Capital Ledger)

c. Documentation in connection with individua membership such as
Approved Application for Membership, Copy of Certificate Share
Capital, Loan application and Approval and all other important
information related to their membership.

d. Members Register Book indicating the date of membership, and
address known to XY Z CU.

4. ACCESSOF RECORDS

4.1. Any member may examine the records relating to his’lher own membership and
financial affairs during the usual business hours of the credit union and be given
extracts from those records with minimum charge. However, evaluation report and
comments in the course of loan analysis of such member is confidential information
kept only within the credit union as alender.

4.2. A member is entitled to get one copy of the by laws at the time of membership.
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4.3.

4.4,

4.5.

4.6.

4.7.

Every member is entitled to obtain a statement/passbook/deposit certificate
immediately after his’her transaction with the credit union.

XYZCU should give access to records to:

e Thecredit union's Audit/Supervisory Committee

e The Registrar/Administrator or any person appointed by the
Registrar/Administrator.

e Any Officer or employee so appointed by federation.

Employees of XY Z CU shall have access to records as authorized by the Board or
Manager of the credit union asit is necessary for carrying out their duties.

Subject to the Cooperative Law/Credit Union Law, the Board may refuse to release
register of members for any reason that it considers inappropriate.

Records of members financia transactions with the XYZ CU shall be kept
confidential and shall not be divulged other than persons specified in item 4.4
without prior approval of the Manager or Board.

5. COOPERATIVE IMAGE

5.1.

5.2

5.3.

5.4.

Non-discrimination: The credit union will not discriminate any individual in its
membership, or the public, based on age, gender, marital status, race, ancestry,
place of origin, cast, religion, political persuasion, and physical capabilities as a
reason for denying or restricting its services.

Special Interest Group: The credit union may not provide organization’s support
to any specid interest group.

Third Parties. The credit union will not take rides in any issue between its
members and third parties except a direct relationship to its operating concerns.

Display Advertising: The credit union may display posters, leaflets, notices and
advertisements for local charitable, sports or recreational activities on its premises
where it considers such notices to be in the overall public interest.

6. ETHICAL PROFESSIONAL CONDUCTS

6.1. The officials (elected or appointed directors and committee members) and its

management staff shall fulfill its responsibilities and render servicesin amanner to
promote the favorable image the organization and not for own benefit. The
officials and staff of XYZ CU shall avoid potential conflicts of interest and
personal gains.
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6.2.

6.3.

6.4.

6.5.

6.6.

XYZ CU will promote and protect the integrity and reputation of those responsible
with the administration and operation of all the affairs of the organization.

Elected/appointed officers and staff of XYZ CU should at all times accept
responsibility and accountability for decisions, for the foreseeable consequences of
actions and inaction, and for setting an example to members. XYZ CU will
ensure that appropriate mechanisms are adopted within the organization to
establish delineation of responsibility and accountability.

Elected/appointed officers and staff of XYZ CU should be worthy of trust, keep
promises, fulfill commitments, and abide by the spirit as well as the letter of
agreement.

Nepotism: No relative of Board/Committees or an employee s hired as favoritism
or partiality in decision-making.

Preferential Financial Practices:

6.6.1. No official or employee or relatives of officials or employees shall be
granted preferential services of the credit union at more favorable
consideration in respect to security, maturity and interest requirements.

6.6.2. No officia or employee shall direct the allocation of credit union funds,
purchase, invest, contracts or whatever, to second parties with the direct or
indirect objective of obtaining preferred personal, financia or other
considerations in return for such direction of business.

6.6.3. No official or employee shall enter into a contract on behalf of the
organization; unless the transaction is approved by the board of directors,
appropriate invoices and the transaction is legally binding and is not in
conflict with the standards of professional conducts.

6.6.4. Conflict of Interest: Conflicts of interest, breach of loyalty and good faith
wherein an official or employee gains or may gain personally either at the
expense of the credit union or by virtue of misuse of the credit union’s
position.

6.6.5. Confidentiality: All directors, Audit Committee members, other Sub-
Committee members and staff shall sign a confidentiality agreement as out
lined in Annex 1. Failure to comply with this policy may result in the
immediate dismissal of said official or employee or such other remedy as
approved by the board. The disclosure statements shall be submitted as
follows:

a. Staff should submit their disclosure to the manager
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b.

C.

The manager and elected officials should submit their disclosures to
the Chairperson/President.

The Chairperson should submit his/her disclosure to the Board
meeting.

6.6.6. Questionable Practices and Procedures. The following activities are
identified as an illegal or not in keeping with sound business and financial
practices, questionable as to ethical procedures and are prohibited.
Directors, Sub-committee members or employee will be suspended and
later discharged if the individual is proven guilty of any of the following
or responsible for some.

a

b.

C.

T oo ™

Falsifying information to obtain position, compensation or for other
purpose.

Dishonesty, fraud or embezzlement

Thefts of credit union property, equipment or the personal property of
fellow employees.

Consuming an intoxicating drug/alcohol or being intoxicated by
drugs/alcohol while conducting credit union business.

Willful disobedience of instructions or directives issued by Board or
Audit Committee.

Using profane or abusive language.

Willful neglect of duties.

Acts of lasciviousness

Willful damaging credit union property or equipment.

Conducting personal financial transactions with a member (the
borrower or lending of money not a arms length) as a result of
information gained from the directors, sub-committee members or
staff position with the credit union.

Directors, committee members and other officers will be suspended
from their duties if their loans are delinquent for more than 90 days.

1. LIABILITY INDEMNIFICATION

7.1. No directors, sub-committee members or staff members shall be liable for any loss
or misfortune which may occur in the execution of the duties of his/her respective
office, unless such loss shall occur through his/her failure to exercise the power,
and to discharge the duties of his’her office honesty, in good faith and in best
interest of the credit union in accordance with the degree of care, diligence and
skill expected.
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7.2. XYZCU will not be reimbursed such an individual for al such specific losses as
incurred under the circumstances as described in (i) above.

7.3. XYZ CU will not be reimbursed such an individual for all legal expenses incurred
in such action as described above.

8. INFORMATION AND IMPLEMENTATION

The Board and staff shall be oriented on this policy once ayear. The Board shall determine
the date. Violation of any provisionsin this policy isaground for suspension or termination.
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MEMBERSHIP POLICY
Purpose:

The purpose of this policy is aimed to ensure quality membership from a diverse
membership base in the area of operation of XYZ CU.

1. Typesof Membership
Membership in XYZ CU shall have two categories defined as follows:

1.1. Regular Member

1.1.1. Anindividua who has fulfilled the minimum requirement for Share Capital
and other requirements.

1.1.2. Hastheright to take part in the general decision making of XYZ CU

1.1.3. Has the right to elect and be elected as Board of Directors and Sub-
Committeesof XYZ CU

1.1.4. Entitled to avail of loan services and savings facilitiesof XYZ CU

1.2. Associate Member

1.2.1. An individual, joint accounts or association that has opened any deposit
account in XYZ CU and has not paid the minimum Share Capita
requirement to become member- owner.

1.2.2. Hasno right to take part in the decision making but can provide suggestion
to improve the services and management of XYZ CU

1.2.3. Has no right to elect and be elected as Board of Directors and Sub-
Committeesof XYZ CU

1.2.4. Entitled to receive information of XYZ CU product update and newsdl etters

1.2.5. Not entitled to avail of the loan services

1.2.6. Subscribe a minimum share of

1.2.7. Hasright to deposit and withdraw

1.2.8. Part of the Self-Help Group Members

= A group 5 — 8 entrepreneuria individuals organized by XYZ CU as
preparation for regular membership ( A specia policy is developed for
this)

= Entitled to get loans for microfinance and participate in the regular savings
and training program
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2. Application for Regular Member ship

An individual applying as regular member of XYZ CU shall submit an accomplished
“Application for Membership” (AFM) and attachment thereof (Annex 2). The Board of
Directors will act upon such application after the following requisites are satisfied:

2.1. Theapplicantisresiding inthe (area of operation) and a Citizen.

2.2. He/She must have attained legal age.

2.3. HelShe has satisfactory completed the Pre-Membership Education Seminar
conducted by XYZ CU (in case there are other trainings list it down)

2.4. For the member of Self-Help Groups, a Certification of Good Standing from the
Manager/Loan officer has been submitted.

2.5. He/She has paid the following fees:

a.  Share Capitd
b. Membership Fee

2.6. He/She is not a member of other credit union or other cooperatives with the
primary service of savings and credit.

2.7. He/She has signed the “Member’s Oath” (Annex 3) as agreement to follow the
rules and regulation of XYZ CU and adhere to the principles of credit union.

3. Members Registry Book and Reporting

3.1. Upon approva of membership, the Manager/Secretary enter the name of the new
member to the Members Registry Book;
3.2. The manager/secretary shall prepare a written report to the board of directors at its
regularly scheduled board meeting reporting therein:

The number of accepted members and members withdrew for the period.

The names, addresses, the number of membership and shares held by each.

The membership number assigned to each member.

The name, address, account number & date on which any person ceases to be a
member.

oo oo

4. Termination of Membership

4.1. Dormancy of Membership. A member may be expelled, at the discretion of the
Board of Directors, if his/her regular account (either loan or savings) with XYZ CU
has been dormant for more than six months.

4.2. Failureto comply with the“Member’s Oath.”
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Purpose:

GENERAL MEETING

The purpose of thispolicy isto ensure effective conduct of Members meeting as flat form
for members and management to review the past performance select competent leaders and plan
for future direction of XYZ CU. The policy spells out the detailed guide for the Board,
Committees and Management in facilitating the General Meeting of members of XYZ CU in
support with the By Laws.

1 CONVENING THE GENERAL ASSEMBLY MEETING

11

12

13.

14.

1.5.

The general assembly shall convene within  -- months from the date of each new
fiscal year.

The Board of Directors shall set the exact date, venue, time and meeting agenda
of the General Meeting;

Notice of Meeting. The Secretary of the Board shall notify the members at |east
_15 daysin advance. The letter of invitation shall be sent along with the major
meeting documents such as Agenda, Audited Financial Statements, Proposed
Budget, and Report of the Board, Sub-Committees and Management. In addition,
notice shall be posted to conspicuous places so that it may easily read by the
members.

The Chairperson shall preside the general meeting.

The Chairperson shall exercise the casting of vote in the event of atie voting on
any issues.

2. SPECIAL GENERAL MEETING

2.1.

Special General Meeting shall be caled by the Chairperson in any of the
following cases;

a. In case the external auditor deems it necessary to convene a special generd
meeting and request to the board in writing with reasons.

b. In case Account Supervisory/Audit Committee requests in writing to deem
necessary to convene the meeting for special business.

c. Incase % of the total membership or persons whichever is higher
shall request to the XYZ CU explaining the reasons for convening the
meeting.
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2.2.

2.3.

24.

d. The Cooperative Department shall call a special meeting upon the application
of at least % of the total members or members, whichever is the
higher number.

e. In case decision hasto be made for the improved operation of the credit union
(i.e. launching new product etc.)

The Chairperson shall call a special general meeting within two weeks at written
regquest.

In case there is no person who can call the general meeting or the chairperson
does not take action on the request without any justified reason, an Account
Supervisory/Audit committee shall call the general meeting within fifteen days.
In this case, the Chairperson of the Account Supervisory/Audit Committee shall
preside the meeting.

No request shall be made for convening another special meeting before the
expiry of six months from the date of the convening of the former annual genera
meeting or such meeting. ???77?7?

3. QUORUM OF GENERAL ASSEMBLY AND SPECIAL GENERAL MEETING

3.1.

3.2.

3.3.

34.

Only the Members in Good Standing shall be considered to constitute a quorum
for the general and special meeting, thus proxy is not allowed at any given time.

In accordance with the officia list of attendance, the Secretary of the Board
declares the Quorum of the meeting:

a. The presence of minimum 25% of Members in Good Standing, or
members whichever is higher shall be considered to constitute a quorum in
conducting a General Meeting.

b. The quorum for special general meeting shal be 25% of the Members in
Good Standing, or persons, whichever is higher.

In case a quorum is not achieved, the meeting shall be postponed and again shall
becalled within __ days. At thistime, the presence of the members of not less
than of the members or just _ members whichever is lower shall be
deemed to constitute the quorum.

The decision of a meeting shall be made on the basis of the mgjority vote as
above quorum. Provided that in connection with an amendment to be made in the
bylaw, and shall be amended only with the two-third majority of the 50 % + 1 of
the members present voting in favor. The bylaws so amended shall come into
effect only after the approved by the concerned department.
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4. AGENDA OF General Meeting

Agenda

Remarks

wpn R

No ok

8.
9.
10.

Ascertainment of Quorum
Opening Address by the Chairperson
Confirmation of the Minutes of the Last Annual General
Meeting
-Report of the Chairperson
-Report of the Treasurer
-Report of the Manager
-Report of Audit/Supervisory Committee
-Report of the Sub-committees
-Report of the Auditor
Appointment of External Auditor
By Laws and Policy Amendment
Election of BOD & Audit/Supervisory Committee
Announcement of Elected BOD and Audit/ Supervisory
Committee
Discussion of Proposed Items Approval/Rejection
Any other Business Agenda
Adjournment

If election held

S. SPECIAL RESOLUTION OF GENERAL MEETING

It requires 2/3 or 50.1%° of the eligible Membersin Good Standing present to resolve the

following matters.

a. Changesinthe by laws
b. Temporary closing of the credit union

6. FUNCTIONS, DUTIESAND POWER OF GENERAL MEETING

The function, duties and powers of the general meeting shall be as follows:

6.1.

6.2.

To adopt and endorse the annual financial reports and records of the credit union.

To elect the Board of Directors and the Audit/Supervisory Committee and take
decisions on resolution concerning the removal of any directors or dissolution of the

board and Audit/Supervisory Committee.

% The required votes would depend on the by laws of the credit union
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6.3.

6.4.

6.5.

6.6.

6.7.

6.8.

6.9.

To discuss and approve the reports as mentioned in the agenda.
To approve resolutions concerning amendments in the by-laws.

To take decisions on resolutions concerning the division or dissolution of the credit
union or its amalgamation with any other credit union.

To hold discussions on and endorse the audit reports for the previous year.
To appoint the external auditor

To issue directives in regard to the distribution of dividends and grant of remission
on the recommendation of the board of directors.

To issue necessary guidelines for the development of the society and its institutional
development.

6.10. To authorize the board to borrow loans from external agencies at a rate not

exceeding 10 times of total paid-up share capital of the society.

7. MINUTES

Minutes containing the procedures and results of business transactions at the general
meeting/special general meeting shall be taken and it shall be signed by the Secretary and sealed
by the chairperson and not fewer than three members who have been elected at the meeting.
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Purpose:

BOARD OF DIRECTORS

The purpose of this policy isto ensure that competent leaders functioning with high degree
of professionalism to manage XY Z CU.

1. Composition
A Board of Directors of members shall administer the business of XYZ Credit

Union.

2. Qualifications:

21

22
2.3

24

A member in good standing* (MGS) as certified by the Manager for at least two
yearsimmediately prior to the filing of his Certificate of Candidacy, or appointment;

Has paid the minimum Share Capital contribution in the amount of

Has signified in writing that he has the time, willing to serve the memberships,
continually learn by undergoing the continuing training and education as referred to
on 11 of this policy and be ateam player;

Has been an officer of a duly registered cooperative or has been a leader of the Self-
Help Group or has served as |eader of the credit union in any capacity for at |east two
years.

3. Disgualification

3.1.
3.2.
3.3.
3.4.
3.5.
3.6.
3.7.
3.8.

4.1.

4.2.

Being an officer or employee of the Cooperative Development Authority

Holding an elective position in the government except Barangay officials

Having conflicting interest with the business of the credit union

Having been absent for three (3) consecutive Board meetings without being excused
Being afull time employee of the credit union

Having been facing or convicted in court on criminal and/or civil case

Having been expelled as a Board member for cause

Being a member of another cooperative of the same type and area

Election and Terms of the Board of Directors

The members of the Board of Directors shall be elected by secret ballot by the
members at the Annual General Meeting;

The Board of Directors shall hold office for a period of two (2) years unless the
following circumstances arise:

4 MGSwould be rated according to the indicators of: Savings performance, attendance in meetings, Current
in Loan repayment and has not been delinquent.
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a. Removed for cause
b. Resignation
c. Become incapacitated dueto illness or death

4.3.No Director shall serve for more than three (3) consecutive terms

5. Election of Officers (this provision will vary from country to country based on the
Cooperative Law)

The elected Board of Directors shall meet within 10 days after the Annual General
Meeting to elect by secret ballot the Chairperson and Vice-Chairperson. In the said meeting, the
Board of Directors aso appoints members of the different Sub-Committees.

6. Vacancy of the Board of Directors

Any vacancy in the Board of Directors, other than by expiration of term, may befilled by
the vote of at least a mgjority of the remaining directors, if still constituting a quorum. The
General Assembly in aregular or special meeting shall fill the vacancy called for the purpose in
case the remaining Board members do not constitute a quorum. The director/s to be elected to
fill the vacancy/ies shall be elected or appointed only for the remaining term of the predecessor.

7. Five Basic Board functions

The basic function of the Directors of XYZ CU isto direct the affairs of the credit union,
guided by the act of cooperation, regulations, bylaws and policies, so that the goals and
objectives of the credit union are effectively achieved.

7.1. Prime Decision Center: The Board has ultimate authority and responsibility for
the management of the credit union. One of the principa ways the Board
accomplishes this is through formulation of loan policy and strategic plan for the
sustained growth of XYZ CU.

7.2. Advisory Function: The Board acts in an advisory capacity for management of
the credit union, sub-committees and membership. The Board may advise
members of the need for changes in lending policies, bylaws and even market
strategies for the well being of the whole credit union. In the same way, the Board
may act as advisory group to others, reviewing decisions or actions they have
taken.

7.3. Trustee Function: The Board represents the member shareholders and provides
stewardship on their behalf. The Board should carefully monitor and review the
loan portfolio, with special emphasis on limiting/controlling undue risk exposure.

7.4. Perpetuating Function: The fundamental task of the Board is to provide for the
continuity of XYZ CU. The Board should ensure that the members of the Board
and sub-committees are competent and understand their roles and responsibilities.
The Board should encourage training and development of all officers to ensure
their effectiveness.
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71.5.

Symbolic Function: The Board of XYZ CU is considered as a symbol of strength
and leadership within the credit union and the community. They must perform
their functions with high degree of professionalism and integrity and high moral
values.

8. Duties and Responsibilities

8.1.

8.2.

8.3.

8.4.

8.5.

8.6.

8.7.

8.8.

8.9.

8.10.

8.11.

8.12.

Establish the strategic direction for the credit union and review it on a monthly
basis,

Establish and maintain the organization of the board including clearly described
responsibilities, authorities and relationships;

Select the General Manager, establish job description, approve business plan,
eva uate the performance, decide compensation and approve development plans for
the General Manager;

Approve the organizational structure and policies for the operation of the credit
union;

Approve and monitor the financial structure, policies and budgets based on the
development plan;

Establish comprehensive plans for services and facilities;

Establish key performance indicators for the credit union in the components of
people money and development;

Analyze and evaluate progress toward achieving the credit union’s objectives and
godls,

Maintain the democratic control structure and a well-informed, participatory
membership;

Ensure effective board operation and devel opment by annually conducting self and
board evaluations (Annex) and by completing development plans,

Maintain effective relations with other credit unions, with the community and with
governments; and

Provide leadership by supporting and promoting the credit union.

0. Meeting of the Board of Directors

9.1. Regular meetings of the Board of Directors shall be held every of every

month;
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9.2. Specia meetings of the Board maybe called at any time by the Chairperson or upon
written request of at least three (3) Board members or a committee;

9.3.

94.

The Secretary in consultation with the Chairperson and Manager shall prepare the
agenda of the Board meeting. The agenda would follow the following sequence:

a.

b.

i.

Roll Call — verify that a quorum is present and note who is absent.

Approval of the Minutes of the last meeting-minutes maybe approved as mailed.
Corrections or amendments to the minutes need to be acted upon by the entire
board and recorded in the minutes.

Election of Officers and Appointments to Committees-Thisitem is on the agenda
of the first board meeting after the annual membership meeting and any other
time a vacancy must befilled.

Unfinished Business- this includes items referred from prior meetings. All
issues should be listed and should be familiar to the directors.

New Business-Thisitems have not previously come before the board. The board
should receive background information in the Board folder prior to the meeting.
Approval of Reports:

= Chairperson
=  Treasurer

= General Manager/Chief Executive Officer
=  Committees

In case reports contain recommendation that require board response at the same
meeting, the proposed action should be included in Other Business. In such
cases, the General Manager should ensure that background information is
included in the Board folder distributed in advance.

Communications-letters, messages, and documents received by the credit union
since the last meeting that deal with matters of interest or importance to the
board. These communications may come from members, non-members,
regulatory agencies or elsewhere.

Other Business-This covers anything not anticipated at the time the agenda was
prepared.

Date, time, and location of the next Board meeting

Adjournment

The agenda along with the background information as basis for decision-making
shall be circulated to all the Board members at |east three (3) daysin advance. The
Manager of XYZ CU shall prepare the necessary reports, supporting documents of
the agenda.
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9.5. A magjority of the remaining members of the Board shall constitute a quorum for the
conduct of business of the Board; and

9.6. Proxy isnot alowed in any Board meeting.

9.7. Whenever the proceedings of the Board of Directors concern a persona or
commercial interest of one of the Board, he/she must abstain from the session.

10. Mattersfor Resolution by the Board of Directors
The board of directors shall resolve the following matters:

10.1. Admission of members;

10.2. Establishment, changes in and abolition of regulations concerning savings and
loans products,

10.3. Decision making for basic guidelines for business execution;

10.4. Loan applications may be approved as per policy;

10.5. Establishment & abolition of various rule & regulations concerning the operations
of the credit union;

10.6. Designation of depositories for the funds of the credit union;

10.7. Acquisition and disposition of real property;

10.8. Managing of all reserves,

10.9. Purchase of insurance policies,

10.10. Evauate the performance of the credit union in achieving its mission;

10.11. Set the future direction of the credit union as per the vision and mission;

10.12. Matters that are delegated by the general meeting and that are to be brought to it;
and

10.13. All other important matters that cannot be dealt with in the Annua General
Meeting.

11.  Continuing Professional Educations and Training of Board of Directors

The Board of Directors of XYZ CU should undergo the Directors Achievement Program
that would cover the following competence and knowledge:

11.1. The philosophy and history of the credit union movement, plus the history of the
XYZ Credit Union;

11.2. Genera understanding of regulatory, compliance, and legal issues,
11.3. Technology for office operations and member service;
11.4. Finance and understanding financial reports,

11.5. All services the XY Z Credit Union offers and new services the members need or
want;

11.6. What competition is doing and the current issues in the financial market;
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11.7. Thetechnicalities of delivering financial services to the membership;
11.8. Business procedures and the ability to read and comprehend financial statements,

11.9. Leadership, management, personnel, planning, information technology, marketing
and budgeting;

11.10.Local, national, and international economic and social environments and their
effects on the credit union movements;

11.11. XY Z Credit Union’s operating and personnel policies, strategic plans, and other
written documents for which the board is responsible;

11.12. Activitiesthe XY Z Credit Union is sponsoring.
12. Reimbursement of Travel Expenses

The Board of Directors are volunteer leaders of XYZ CU and thus shall not receive any
remuneration or salary. However, in the course of carrying out their duties and function,
reasonable travel expenses shall be reimbursed subject to the policy on payment.

13. Representation

The Chairperson shall have the authority to represent and vote on matters of interest of
the credit union at the federation, and other meetings. Further, the Chairperson has the authority
to designate any member of the Board, Committee members, or employees to represent the
society, which includes instructions on how to vote. Any action taken under this provision shall
be reported to the Board.
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AUDIT/SUPERVISORY COMMITTEE

Purpose:

The purpose of this policy isto ensure the competence and integrity of the audit committee
in carrying out its responsibility of safeguarding the interest of the members being their
representative in the credit union.

1. Qualifications

1.1. Should possess sound judgment, a general level of business knowledge and be as
independent and impartial as possible.

1.2. Should be made up of people with varying backgrounds, financial knowledge,
education and technical skills; and

1.3. Should have common business sense and the willingness to ask questions for
clarification and understanding

1.4. Has completed the Continuing Education Course and has signified in writing

2. Basic Function

The Audit/Supervisory Committee’s basic function is to ensure that credit union’s assets
are protected and that operation are managed efficiently within the appropriate legislative
framework and policies of the credit unions. The Committee also provides a knowledgeable,
well-informed communication bridge between the Board of Directors and the auditors.

3. Roles and Responsibilities of Audit Committee

3.1. Review externa audit firms proposals in order to appoint or to recommend for
appointment. In making such recommendations, the Audit/Supervisory Committee
shall consider the following points:

Current needs of the organization;

Audit firms’ credit union knowledge and experience;

Scope of the audit as outlined in their engagement letter;

Other Credit Unions' experience with the firm;

Independence and potentia conflict of interest;

To place some level of reliance on internal/systems auditor; and

To develop an audit program to complement the internal/systems auditor.

@roo0ow

3.2. Assess the cost/benefit of audit fee. The assessment should be based on such facts
as.

The experience of the audit staff;

The amount and quality of work performed;

A comparison of costs with same-size credit unions;

Wheat the credit union can do to improve audit efficiencies and reduce cost;
Is the audit time being efficiently spent in most critical areas; and

The recommendations and observations made to assist the credit union.

~oo0oTw
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3.3.

3.4.

3.5.

3.6.

3.7.

Assess the quality of audit performed. Such an assessment could consider the
following:

a. The audit staff’s knowledge, understanding and experience of a credit union’s
operation;

The audit staff’s communication skillsi.e. open, timely, clear and decisive

The timeliness of reports;

The degree of co-operation with board/management/employees/other auditors;
The disruption of office routines.

®oooT

Review and approve interim or management letter issued by the external auditor.
This could include:

The clarification of issuesidentified, if any;

A review of the recommendations;

Management’ s response to observations;

The establishment of an action plan to address unresolved issues and to assign
responsibility; and

e. Thetime frame for follow-up or corrective action.

opoe

Reviews and recommend approval of the year-end financia statement to the board.
This could include:

a. Reviewing the opinion of the external auditor;

b. Reviewing all audited financial statements including accompanying notes to be
issued to the membership; and

c. Noting and clarifying any significant changes on the financial statement.

Meets regularly to:

a. Reviewsthe monthly financial statements;
b. Monitors and follow-up activities on previously identified audit initiatives; and
c. Reviewsinterna audit reports (if credit union has internal audit department)

Reviews and discuss any and all other audit reports i.e. internal, government, and
credit union apex. The review could include:

The need for follow-up;

The identification of trends;

The clarification of any outstanding issues; and

The review of policy to determine if recommendations to the board for change
are required.

opop
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3.8. Meet and discuss audit strategy with the internal auditor (if credit union has
internal audit department)

a. A review of the audit plan for the following period (quarter/year);
b. A discussion of trendsidentified;

c. A review of resultsto plans; and

d. A discussion of specific areas of concern.

3.9. Makerecommendations to the board on policy issues. Issues could include:

a. Trendsidentified in audit reports; and
b. Communication with management.

3.10. Report to the board any significant changes in the accounting principles or
practices followed by the credit union.

4. M eetings

4.1. The meeting of Audit & Supervisory Committee shall be at least monthly.
However, the committee could set meeting other than specified if some issue may
require a lot of time that further meeting must be held to complete all the agenda
items. Quarterly review meeting will be held. The following are the agenda of the
committee in each quarterly review meeting:

First Quarter:
a  Review and approve financial statements
b.  Report any changesin accounting policy or procedure
c. Review Management Letter (year-end)
d. Review management/auditor co-ordination
e. Evauatethe quality of the external audit
f.  Assessthe reasonableness of the fee
g. Select/nominate the external auditor

Second Quarter:

Review internal audit reports

Prepare/review standards of corporate conduct
Review internal control

Review performance/effectiveness of internal audit
Review periodic financia information

®Pao o
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Third Quarter:

a. Assess the reasonableness of the fee estimate

b. Approve the audit scope

c. Review compliance to corporate conduct e.g. review possible conflicts of
interest

d. Review interna control e.g. any reports from management or auditors on
internal controls within the operation

e. Review periodic financia information e.g. scan financia reports for any
significant changes either in amounts or in accounting presentation, such as
reclassification of bad debt

Fourth Quarter:

Review management letter (interim)
Review the plans of internal auditor
Review compliance to corporate conduct
Review internal audit reports

Review periodic financial information

©Pap o

4.2. Themeeting of the Audit & Supervisory Committee shall be chaired by the
committee Chairperson and certify the minutes book.
4.3. The meeting minute shall be maintained separately and shall be submitted to the
General Mesting;
5. Reporting

The committee is responsible to the Membership of the Credit Union. Since the membership
meets only once a year, report shall be submitted to the Board of Directors on a regular basis.
The report could be aformal document directed to the board or it could simply be a detailed copy
of the committee’' s minutes. The report:

5.1.

5.2

5.3.

Outlines the committee's plan of action with regards to the resolution of or
recommendations on issues identified in audit reports. This may also identify
follow-up requirements, future reporting, policy changes or other action required
or recommended to the board;

Confirms that the financial statements fairly represent the current position of the
organization and that they comply with generally-accepted accounting principles
i.e alowances for bad debts reflected on the balance sheets; full disclosure of
problem assets; proper valuation and recognition

Explains any maor changes in the presentation of the financial statement e.g.
change in accounting procedures for the presentation of bad debts or a
consolidation of different accounts, etc.
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5.4.

5.5.

5.6.

5.7.

5.8.

5.9.

5.10.

5.11.

5.12.
5.13.

Confirms that the interim and the year-end audits fully disclose the current
situation of the organization e.g. was there adequate sampling to confirm the
committee’ s confidence that there are no major discrepancies?

Outlines the committee’'s view on methods adopted by management in making
sensitive accounting estimates e.g. should a loan be written off?

Confirms the adequacy of internal controls to prevent fraud or other illega
activities;

Outlines any disagreements between the auditors and management;

Confirms compliance of the Board, sub-committees and management of the code
of conduct;

Provides an evaluation of internal and external auditor’ s reports;
Comments on the scope of audit work and on the level of external audit fees,

Makes recommendations for the appointment of auditors for the following year;
and

Makes a recommendation to approve the financial statements.

Conducts Annual Performance Audit of the General Manager

6. AttendancetotheBoard of Directors Meeting

6.1.

6.2.

The Audit/Supervisory Committee may attends and state their opinion at meetings
of the Board of Directors.

When Audit & Supervisory attends a board meeting and states their opinion under
the preceding paragraph (@), those ASC present at such meeting shall signs the
minutes of the board meeting.

7. Sanctions of the Audit & Supervisory Committee

The committee shall render a report recommending suspension of any member of the
Board to the General Assembly with copy furnished to Election Committee and Cooperative
Development Authority if the concerned fall into any of the following categories:

7.3.1. When he/she has violated the Cooperative Code, Rules, bylaws and policy of the

cooperative.
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7.3.2. When he/she fails to fulfill his’her obligations to the cooperative for a period of
six months.

7.3.3. When it deems virtually impossible for him/her to perform his/her official duties
and functions.

8. Reimbursement of Travel Expenses

The Audit/Supervisory Committee are volunteers of XYZCU and thus shall not receive
any remuneration or salary. However, in the course of carrying out their duties and function,
reasonable travel expenses shall be reimbursed subject to the policy on payment.
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CREDIT COMMITTEE

Purpose:

The purpose of this policy is to help credit committee in the effective fulfillment of its
roles and responsibilities.

1. Qualifications

1.5. The credit committee member should possess sound judgment, a general level of
business knowledge and be as independent and impartia as possible.

1.6. The committee should be made up of people with varying backgrounds, financial
knowledge, education and technical skills; and

1.7. Thekey skills required are common sense and the willingness to ask questions for
clarification and understanding.

2. Basic Function

The Credit Committee's basic function is to oversee the extension of credit to the
members and ensure a quality loan portfolio that will contribute to the attainment of the
objectives of the credit union. The credit committee ensures that these functions are carried out
within:

2.1. The parameters of sound credit and financial management;

2.2. Credit union organizational objectives and operating policy;

2.3. Thecriteriaestablished by legislation and regulation.

3. Roles and Responsibilities

3.11. To develop and recommend changes in loan and collection policies to the board,
for approval and granting loans,

3.12. To review al loan applications, extensions and revisons over management’s
authorized lending limits and within board policy and legidation;

3.13. Todirect loan collection action within policy;
3.14. To maintain acomplete record of all meetings and actions of the committee;

3.15. To maintain complete confidentiality of all activities of the board and committee;
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3.16. To review management’s recommendations regarding collection activity to ensure
that standards are met;

3.17. To review management-approved loans on a monthly basis;

3.18. To ensure that management is maintaining liquidity standards relative to the
lending operation.

4, M eetings
6.3. The committee shall meet at least monthly.

6.4. Agenda for meetings are recommended by the general manager and reviewed and
finalized with the Chairperson.

6.5. The meeting shall be chaired by the committee Chairperson and certify the minutes
book.

6.6. The meeting minute shall be maintained separately and shall be submitted to the
Board of Directors.

7. Reporting

The committee is responsible for and reports to the board of directors on the analysis and
disposition of loans within its designated authority and board policy. The following written
reports are to be submitted by the committee to the Board:

7.1. Monthly report on the number, amounts and terms of |oans approved and rejected.
7.2.  Atleast amonthly report on the lending, loss exposure and liquidity.

8. Term of Office

The term of office for the credit committee will be for year(s). A committee
member will be limited to years consecutive service before having to step down for one
full year.

7. Reimbursement of Travel Expenses

The Credit Committee members are volunteers of XY Z CU and thus shall not receive any
remuneration.  However, in the course of carrying out their duties and function, reasonable
travel expenses shall be reimbursed subject to the policy on disbursement.
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BOARD OF DIRECTORS
DESCRIPTION OF THE POSITION

TITLE : Director
REPORT TO : Members
SUPERVISES ; General Manager

Primary Responsibilities:

To formulate policies, plan the credit union’s course, make sure the credit union maintains its
sound financial condition, keep communication open to educate members on services, review the
General Manager’s progress in achieving goals and objectives, and report to the members at the
annual meeting. All decisions must be guided by the best interest of the membership.

Knowledge and Skills:

Understanding of credit union philosophy and desire to improve the financial lives of
members

Ability to understand basic financia statements

Ability to think and plan strategically

Specific Responsibilities

Works with the General Manager and the board to develop objectives and goals for the
credit union, including strategic plans.

Ensures the credit union adheres to pertinent laws, regulations, and sound business
practices.

Ensures the credit union maintains sound financial conditions and that the credit union’s
assets are protected against unauthorized or illegal acts. Designate depositories,
authorize borrowing and investing, provide for bonding and other security factors,
including internal control policies and procedures. Approve interest rates, dividends, and
refunds, or approve policies to guide management in doing so. Approve loan limits and
savings minimums.

Develops personnel policies, or make sure they are devel oped, and then approve them for
all credit union programs and activities. Review policies and bylaws at least once a year
and update as necessary.
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Ensures new products and services are developed as needed.

Approves the credit union budget.

Define the scope of the Genera Manager’s job, hire someone to fill the position, and
review his or her progressin attaining goals and objectives.

Attend board meetings, exercise judgment independently from the General
Manager/Chief Executive Officer, and report to the members at the annual meeting.

Accepted:

Date:
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CHAIRPERSON OF THE BOARD
DESCRIPTION OF THE POSITION

TITLE : Chairman
REPORT TO : Board of Directors

Primary Responsibilities:

To act as the chief elected official of the credit union. Presides at all meetings of the board and
of the membership.

Knowledge and Skills:

» Leadership skills, including consensus building, mediation, and meeting management.

Specific Responsibilities:
» Leadsall meetings of the board and of the membership.
= Initiate the formation of an executive committee, if necessary.
» May countersigns notes, checks, drafts, and other orders for disbursement of funds.
» Performs such other duties as customary for the chair or which he/she may be directed to

perform by resolution of the board. Such other duties, however, must not be in consistent
with credit union laws and regulations, or with the credit union’s bylaws.

Accepted:

Date:
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VICE-CHAIRPERSON OF THE BOARD
DESCRIPTION OF THE POSITION

TITLE : Vice-Chairman
REPORT TO : Board of Directors

Primary Responsibilities:

To act as the Chairman of the Education Committee and exercise all duties of the elected chair
when the chair is absent or unable to perform.

Knowledge and Skills:

= Leadership skills, including consensus building, mediation, and meeting management.

Specific Responsibilities:
» Exercisesthe duties of the elected chair when that person is unable to perform them.
» Actsasthe Chairman of the Education Committee

» Performs other duties as assigned

Accepted:

Date:

(@) ASSOCIATION OF ASIAN CONFEDERATION OF CREDIT UNIONS



36 MANAGEMENT TOOLSFOR CREDIT UNION ORGANIZATION & GOVERNANCE

SECRETARY OF THE BOARD
DESCRIPTION OF THE POSITION

TITLE : Secretary
REPORT TO : Board of Directors

Primary Responsibilities:
To oversee the preparation, completion, and safekeeping of records of all meetings of the
membership and of the board and necessary legal documents.
Knowledge and Skills:
= Ability to organize and manage paperwork.

= Ability to take and write minutes of meetings.
Specific Responsibilities:
» Prepares and maintain complete records of al meetings of the membership and of the
board within seven days after each meeting.
= Sends complete copies of all board minutes to the audit committee.
» Prepares and send out notices of meetings to be held.

=  Actsas Treasurer as need be.

» Performs other duties as assigned.

Accepted:

Date:
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TREASURER'S
DESCRIPTION OF THE POSITION

TITLE : Treasurer
REPORT TO : Board of Directors

Primary Responsibilities:

To act as the chief financia officer of the credit union. Manage the credit union if the board has
not hired a General Manager.

Knowledge and Skills:
= Ability to prepare and keep financia records.

= Ability to understand financial reports.

Specific Responsibilities: (may be delegated to the GM)

» Ensures proper safekeeping of credit union’s assets; sign notes, drafts, and orders for
disbursement of credit unions funds; maintain records of all assets and liabilities of the
credit union; and prepares at least monthly cash position report.

» Prepares and submits required reports to regul atory agencies.

= Performs duties of the General Manager if the board has not hired one form outside the
board.

» Actsas Secretary as need be.

» Performs other duties as assigned.

Accepted:

Date:
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AUDIT/SUPERVISORY COMMITTEE
DESCRIPTION OF THE POSITION

TITLE : Audit/Supervisory Committee M ember
REPORTSTO : Membersand Board of Directors
SUPERVISES : Internal Audit Staff

Primary Responsibilities:

To inspect the credit union’s records for accuracy, its assets for security, and its procedures for
the proper handling and use of funds.

Knowledge and Skills:

Ability to read abasic financia statement

Ability to critically examine and question
Understanding of credit union’sinternal control
Understanding of applicable laws and regulations

Specific Responsibilities

Provides interna audit service, or cause them to be undertaken, as required by
government agencies. Prepare and submit the necessary written reports to regulatory
body. Conduct or order supplementary audits, as the committee deems necessary.

Inspects the securities, cash, and accounts of the credit union. Scrutinize the acts of all
officers, committees, and employees of the credit union to determine compliance with
policies and regulations.

Conducts or order a verification of the loan and share accounts of the members, in
accordance with the credit union policy and regulatory requirements.

Conducts Electronic Data Processing systems audit.
Reviews the minutes of the board meetings.

Ensures there are adequate internal controls, and that they are being followed.
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» Recommends suspension of any director or credit committee member if necessary, in
accordance with government regulations or cooperative law of the country.

» Prepares report to members to be presented at the annual meeting.

Accepted:

Date:
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CREDIT COMMITTEE
DESCRIPTION OF POSITION

TITLE : Credit Committee Member
REPORTSTO : Membersand Board of Directors
SUPERVISES : L oan Officer and Collection Officer

Primary Responsibilities:

To decide loan appeals from members, check compliance with lending policy, laws, and

regulations; recommend changes in credit union loan policies.
Knowledge and Skills:

= Knowledge of credit union lending policies
= Knowledge of applicable laws and regulations

Specific Responsibilities

» Review written appeals of decisions made by loan officers. Review all loan denials and

“margina” risk cases.

= Render decisions fair to members and beneficial to credit union’s health based on the

policies established by the Board.

» Be familiar with al the relevant government laws and regulations related to lending

(Truth-in-Lending etc.)

» Evauate the credit union’s loan performance annually, including a breakdown of the
amounts of loans approved, total number of loans approved, a breakout of the number
and percentage of loans by purpose, the total number of borrowers, the average loan size,
the ratio of borrower to members, the ratio of loans to savings, and the number of loans

rejected.

» Review credit union loan policies aong with performance. Recommend changes to loan

policy.
* Prepare and make available areport to be read at the annual meeting.
= Promote thrift and encourage the wise use of credit.

Accepted:

Date:
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Board Development and Performance Evaluation

Directors Self-Evaluation Form

1-Poor 2-Needs 3-Average 4-Very Good 5-Excellent
I mprovement
| consistentlydonot | | regularlydonot | | generally meetthe | | meet the desired | consistently
meet the desired meet the desired desired levels of levels of exceed the desired

levels of levels of performance, performance, levels of

performanceinthis | performanceinthis | occasionally do not | seldom do not meet performance.
area. area. meet them, but them and frequently
occasionally exceed exceed them.
them.
CircleOne

A. Decision Making

Union.

1. 1 have agood understanding of the aims and objectives of the Credit 1

2. | contribute toward the development and refinement of the aims and 1
objectives of the Credit Union.

3. | understand that the Board of Directorsisthe fina authority in the 1
Credit Union, and respect management’ s right to act without
interference within guidelines set by the Board.

4. Whilel do not infringe on management rights, | am also awareof the | 1
rights of the board and do not allow management to infringe on the
board's areas of responsibility.

other member.

5. | redlize that, except when | am functioning as part of the board or a 1
committee at aduly called meeting, | have no more authority than any

being tabled.

6. | ask discerning questions during the meetings relative to the reports 1

7. | am aware of the key issues facing the Credit Union today and am 1
trying to search for and anticipate the key issues for the future.

Union.

8. | understand my individual and joint responsibilities as a director and 1
the legal consegquences of being the ultimate authority in the Credif]
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9. | appreciate the future implications of current decisions and thgd 1 2 3
implications on the organization of a lack of proper decisions. | have
an anticipatory attitude towards decision-making.

B. Advisory Function

10. I understand the difference between board and management 1 2 3
responsibilities.

11. In the performance of the board's advisory function, | understand that | 1 2 3
it is management's prerogative to accept or modify the advice it
receives from the board.

12. | maintain contact with members in order to give representation to 1 2 3
their concerns and needs.

C. Trustee Functions

13. | have agood understanding of the regulations and bylaws governing | 1 2 3
the operation of the credit union so that | can determine if the business
is operating within these guidelines.

14. 1 have agood understanding of the regular financial reports (Balance | 1 2 3
Sheet and Statement of Operations).

15. | have good understanding of our Credit Union’s position in respect to| 1 2 3
the key financial indicators of liquidity, profitability, and equity and
risk exposure.

16. | actively participate in the evaluation of past performance of the board 1 2 3
and the general manager based on predetermined standards in the key
areas and in planning future goals.

17. 1 dlocate sufficient time to my role as director. | am well prepared for| 1 2 3
meetings. Materials provided to me in advance of a meeting are
reviewed by me and questions noted in advance.

18. | understand the mgjority of the reports received for Credit Union 1 2 3
evauation, and know how to analyze them.

19. | clearly separate my personal interests from my responsibilities as a 1 2 3
director.

20. | try to influence decisions for the benefit of the members, as opposed | 1 2 3
to my own benefit.

21. | am willing to contribute my personal time to achieve the competencqd 1 2 3
required of an active director.
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D. Participation Function

22. | participate openly at meetings by asking appropriate questions and 1 2 3
offering constructive comments.

23. | recognize the different talents of fellow board members, and try to 1 2 3
develop spirit of unity on the board. | appreciate the benefit of diverse
opinions.

24. My attendance is regular and punctual

25. | am prepared to stand alone if necessary in order to bring issuestothe| 1 2 3
attention of fellow board members.

26. | participate in the perpetuation of a sound, effective board of 1 2 3
directors. | contact prospective nominees, discuss this with members
on ongoing basis, and help identify the needs of the organization.

27. | maintain board solidarity. | do not disclose aggravate board 1 2 3
differences. | support board decisions even if | was opposed at the
board discussion level. | do not actively oppose board decisions or
undermine board activities.

28. Asadirector, | realize that | am part of ateam and willing to forego 1 2 3
my personal goals to support team goal's, which have been established
through full participation of the board.

29. | communicate well with other directors and members of management.| 1 2 3

30. Asadirector | stay attuned to activities and changes within the 1 2 3
organization including those at the central level.

31. | am prepared to participate in district regional level and provincial 1 2 3
meetings.

32. | have agood understanding of the democratic control structure of the | 1 2 3
credit union system and allocate time for participation in this structure.

E. Symbolic Function

33. | contribute towards people’ s confidence in the Credit Union by 1 2 3
keeping my financial affairsin order (e.g. | annot in arrearsor in
breach of any loan agreement; | am a member in good standing; | have
not had any problems with overdrafts).

34. | personally support the business of the Credit Union 1 2 3

35. | treat the confidential business of the Credit Union in strict 1 2 3
confidence.
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Development Plan for Scores Lower than 3:

Arealdentified:

Devel opment Plan:

Arealdentified:

Development Plan:

Arealdentified:

Devel opment Plan:

Arealdentified:

Devel opment Plan:

Arealdentified:

Development Plan:
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Board Performance Evaluation Form

The performance-rating key, which appears below, is fairly self-explanatory. Please
choose the response, which you feel most appropriately, describes the performance of the board.

1-Poor 2-Needs 3-Average 4-Very Good 5-Excellent
I mprovement
Consistently do not | Regularly doesnot | Meetsthedesired | Meetsthedesired | Consistently exceed the
meet the desired meet the desired levels of levels of desired levels of
levels of levels of performance, performance, performance.
performance. performance. occasionally does | seldom does not
not meet them, but meet them and
occasionally frequently exceeds
exceeds them. them.
Circleone

1. | Meeting agendas reflect the interest and inputs of board and
management. 1

2 3 4 5

2. | The management reports, proposals and presentations received
by the board are timely and provide the information requiredto | 1
make sound decisions.

3. | Reports, proposals, and presentations of committees or
representatives of the board are timely and provide the 1
information required to make sound decisions.

4. | Adeguate reference materials are available to the board to assist
in board orientation, training and decision-making. 1

5. | An attendance record indicates high level of participation by
the board and committees. 1

6. | Theboard acts as a cohesive group. It isnot dominated by a
small group of directors. 1

7. | Board members use parliamentary procedure to facilitate 1
discussion and decision-making.

8. | The Chairman

a) keeps order and enforces rules of procedures adequately; 1 2 3 4 5
b) ensures the participation of all directors; 1 2 3 4 5
c) isaware of the items coming up on the agenda and their

implications and communicates this to the other directors 1 2 3 4 5
adequately; and

(@) ASSOCIATION OF ASIAN CONFEDERATION OF CREDIT UNIONS




46 MANAGEMENT TOOLSFOR CREDIT UNION ORGANIZATION & GOVERNANCE

d) maintains a healthy level of communication/counseling with 1 2 3 4
General Manager

Circleone

9. | The board maintains a climate of freedom of expression. 1 2 3 4

10. | The board operates in an atmosphere of trust and caring, which
encourages freedom of expression and harmonizing differences. | 1 2 3 4

11. | The board has an anticipatory attitude. It shows leadership by

bringing issuesto light. It plays an active versus passive role. 1 2 3 4
12. | The board is aware of the distinction between the board's roles
and responsibilities and those of management and plays an 1 2 3 4

active role in board-management team building.

13. | The board is well enough informed to understand the reports

presented. 1 2 3 4
14. | The board projects an image of competence and responsibility,

contributing towards people's confidence in credit union. 1 2 3 4
15. | The board does not avoid its responsibility to make decisionsin

atimely manner. 1 2 3 4

16. | The board follows the principle of self-governance. Its actions
are not unduly influenced by the personal feelings or interests 1 2 3 4
of individual directors.

17. | Thereisahealthy level of communication/counseling with the

General Manager. 1 2 3 4
18. | The board participates in the operation and control of the

national federation/league and other related organizations. 1 2 3 4
19. | The board is active in the establishment of plans, policies and

objectives for the credit union. 1 2 3 4 5
20. | The board is an instrument of strength, growth and change. 1 2 3 4 5

21. | The board evaluates performance in relation to the plans,
policies and objectives of the credit union on atimely basis,and | 1 2 3 4
initiates corrective action if necessary.

22. | The board provides for the continuity of the credit union by
seeing capable executives are continually available. A 1 2 3 4
management succession planisin place.

23. | The board provides for the continuity of the credit union by
ensuring that a capable and effective Board of Directorsaways | 1 2 3 4
exists. A succession planisin place for all executive and
committee positions.

24. | The board maintains a healthy level of communication withthe | 1 2 3 4
membership.

25. | The board continually reviews the services provided by the 1 2 3 4
credit union to its members.

26. | A director training and orientation program isin place and
current and new directors are provided with, and take 1 2 3 4
advantage, of director development activities.
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Development Plan for Scores Lower than 3:

Arealdentified:

Devel opment Plan:

Arealdentified:

Development Plan:

Arealdentified:

Devel opment Plan:

Arealdentified:

Devel opment Plan:

Arealdentified:

Development Plan:
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Purpose:

ACCOUNTING POLICY

The purpose of this policy is to set forth guidelines, controls and standards in recording

and reporting the results of operation and financia position in accordance with the generally
accepted accounting standards.

1. General Principles

1.1

12

13.

1.4.

Separate Enterprise

XYZ CU is a separate business enterprise requiring the maintenance of
comprehensive accounting records and financial reporting practices to provide
meaningful information to members, officers, directors, the audit committee,
regulatory agencies and interested third parties.

Going Concern

XYZ CU maintains its accounts as a “going concern” on the basis that its
operation continues indefinitely. Therefore, assets and liabilities should represent
the value to the credit union as a “going concern” and should not be based on
liquidation values.

Monetary Basis of Accounting

XYZ CU’s Financial Statements are expressed in terms of (state the currency
used). The recording of each transaction in terms of (state the currency used)
units provided the best feasible indicator of its relative impact on the overall
operations of the credit union.

Changes in the purchasing power of (state the currency used) are not reflected in
the basic financial statements except for the adjustments to incorporate revalued
property or equipment in the financial statements.

Consistency in accounting from Period to Period

XYZ CU should follow consistent accounting practices from one accounting
period to the next. Should a material change in accounting treatment occur, the
facts must be disclosed on the financia statements, including the (state the
currency used) effect upon the Statement of Financial Condition and the changes
in the net income for the period.

For example, if the credit union converts from accrua or cash basis to modified
cash basis system of accounting, a complete reversion at one time shall be made
and report the conversion on the current period financial statements.
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1.5

1.6.

1.7.

1.8.

Timely Recognition in Accounting Records

XYZ CU should record accounting transactions on a timely basis so that al
material information applicable to each accounting period are shown in the
records.

To properly recognize in accounting records and financial reports the reasonable
values of assets, liabilities, members’ equity and reserves, income and expenses,
the credit union shall make provision for losses that may be sustained in the
collection or conversion of loans and other assets by charges against current
operations.

Materiality

XYZ CU should recognize in the accounts the material facts relating to the credit
union’s activity.

A statement, fact, or items is materials if, considering the surrounding
circumstances as they exist at the time, it is of such a nature that its disclosure, or
the method of treating it, would likely influence or “make a difference” in the
judgment and conduct of a reasonable person. The accumulation of many small
items, each of which in itself would not be “material”, would be “material” if the
overal effect would tend to influence the judgment and conduct of a reasonable
person.

Principle of Conservatism

XYZ CU should maintain the accounting records on a conservative basis. It
should make reasonable provisions in the accounts for probable losses on assets
and for the settlement of liabilities. It should not materially overstate nor
understate assets, liabilities, income or expenses.

Accounting Basis

XY Z CU should use Modified Cash Basis as the prescribed accounting basis. This
is a combination of the cash basis of accounting and the accrual basis of
accounting. Under the modified cash basis, the accounting is based on actual
recei pts and disbursement except that provisions should be made to reflect:

Liabilities which are not paid when due;

Unpaid dividend on share capital applicable in the accounting period;
Deferred credits and charges that are applicable to future periods;
Estimated losses on loans outstanding and other risk assets, and
Depreciation of property and equipment.

D0 T
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1.9. Accounting Safeguards and Control

XYZ CU should adopt appropriate accounting safeguards and controls to provide
reasonabl e assurance that accounting records are complete and accurate.

1.10. Fiscal Y ear

XY Z CU accounting period shall be a 12-month period starting January 1 and end

December.

. Petty Cash and Revolving Funds

21.  Safeguards and Controls

2.1.1.

2.1.2.

Custodianship

1. A Petty Cash Fund (PCF) is set up to take care of minor

disbursements, usually consisting of day-to-day expenses involving
small amounts.

A Revolving Fund may be set up to payment of member’s savings
deposit withdrawals, loan proceeds and other operations as may be
determined by the Board of Directors, except encashment of checks.

The funds are maintained on imprest system. At any given time, the
total cash on hand and the unreplenished disbursements should be
egual to the amount of the fund.

The funds are in the custody of the treasurer/cashier or nay designated
custodian. Access to and responsibility for each of the fundsislimited
to the respective custodian.

Each of the funds is kept in separate box. If one custodian is
responsible for two or more funds, these should be physicaly

segregated.

Petty Cash Voucher/Revolving Fund Voucher

1

2.

A Petty Cash Voucher (PCV) isrequired for disbursement from the
Petty Cash Fund and Revolving Fund Voucher for the disbursement
from Revolving Fund.

The CEO/General Manager approves PCVSRFV's before any payment
is made. Supporting documents, if any, are attached to the
corresponding vouchers.
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3.

After payment, the PCV/RFV and its supporting documents are
numbered and stamped “PAID”, initialed, with the date of payment
noted thereon in ink.

2.1.3. Restriction on Disbursement

1

2.

Each payment from the fund is limited to a certain amount in
accordance with the Board policies. Any disbursement more than this
amount is made by check.

Encashing of other checks from the fund is prohibited.

2.14. Replenishment

1

2.

The Petty Cash/Revolving Fund custodian requests for replenishment
when the fund runs low and insufficient to cover petty expenses or
revolving fund disbursements, by preparing Replenishment Summary
for Petty Cash and Revolving Fund, as the case may be.

The replenishment check should be payable to the fund custodian.

2.15.  Surprise Count

From time to time, the Audit/Supervisory Committee conducts surprise
count of the Petty Cash Fund and Revolving Fund and prepares areport to
the Board of Directors, copy furnished the CEO/General Manager
regarding the results of the count.

3. Cash Disbursement

3.1 Safeguards and Control

3.1.1. Payments

1. All disbursements are paid by checks except those, which are paid

from the Petty Cash/Revolving Fund.

Each check prepared is covered by a pre-numbered Cash Voucher
(CV) and supported by documents.

The accounting personnel reviews and checks the validity of the CV
and its supporting documents.

The Chairperson of the Board of Directors shall approve CV's
covering disbursements in excess of the authority of the designated
approving officer. The Board of Directors authorizes the Chief
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3.1.2.

5.

Executive Officer to approve disbursement up to maximum amount of

Upon release of the checks, the Cashier/Treasurer stamps “PAID” on
al copies of the CV’s and its supporting documents indicating therein
the date of payments.

CVsare signed by the payee/authorized representative to acknowledge
the receipt of payment upon release of check, otherwise, the
Cashier/Treasurer should require the payee to issue Official Receipt or
other evidences in exchange of the check.

The Audit Committee shall conduct audit of all the cash disbursement
transactions of the credit union.

Control of Checks

1

All checks are issued and recorded in numerical sequences in the
checkbook or its equivalent.

All checks are prepared based on the properly approved CVs, duly
verified by the accounting personnel, signed and countersigned by at
least two authorized signatories one of whom shall be the Chairman of
the Board.

To prevent ateration on the amount of the check, check writer shall be
used. The check writer will be under the custody of the
Treasurer/Cashier and shall be kept in a safe place when not in use.

The check is always made payable to a specific person or entity.
Whenever possible, checks must be made crossed (two parallel lines at
the left side of the check).

Unused check booklets will be under the custody of the accountant.
Under no circumstances such check booklets be made available to any
unauthorized person.

Voided, spoiled and cancelled checks shall be marked
“CANCELLED” and attached to the corresponding checkbook for
subsequent inspection and reconciliation.

The check when presented for approval shall be supported with
approved CV and supporting documents.
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3.1.3.

3.1.4.

Signing or countersigning of blank checks in advance is strictly
prohibited.

All checks issued should be recorded in the check register book, and
upon release, require payee to acknowledge receipt.

Bank Reconciliation

1

To determine the accuracy of the cash in bank account balance, a
reconciliation of the book and bank balances shall be done monthly by
the accounting personnel and to be reviewed by the audit committee.

The accounting unit head/audit committee reviews the bank
reconciliation statement, especially the reconciling items.

Unrecorded bank charges and credits, if valid, should be recorded in
the books.

Posting errors committed by the bank should be immediately
communicated.

Control of Cash Vouchers

Cash Vouchers are recorded daily in numerical sequence in the book of
accounts. The books of accounts are summarized monthly and the totals
are posted to the General Ledgers.

4. Property and Equipment

4.1. Safeguards and Control

4.1.1.

4.1.2.

1

Approva of Acquisition

Acquisition of property and equipment should be in accordance with
the approved budget.

Prior approval from the Board of Directors is required for the
acquisition of property and equipment over the amount of approval
limit of the CEO/GM. The CEO is authorized to approve acquisition of
property up to maximum amount of .

Record Keeping and Control

1. All property and equipment should be in the name of XY Z CU.
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2. The property custodian is responsible for the proper safeguarding and
maintenance of property and equipment.

3. Where advisable, property and equipment should be adequately
insured against fire, theft and other risk and should be entered in the
Property Insurance Register (Annex 3).

4. A Property and Equipment Ledger Card (Annex 4) is maintained and
updated by the accounting personnel for each property or equipment
where the cost, depreciation charges and other relevant data, like sale,
disposition, trade-in, improvements, and exchange are recorded.

5. Purchase Order shall be duly approved and shall correspond to the
number of items found in the requisition, cost, delivery receipt and
original coy of the dealer’sinvoice.

6. Before payment is made, the Property Custodian and the CEO/GM
shall immediately inspect property and Equipment purchased such as
furniture, fixtures and office equipment, and if possible, in the
presence of the Audit Committee, as to the number of items, cost,
guality, and taxes withheld.

7. A Memorandum Receipt (Annex 5) properly accomplished and
acknowledged by the employees and/or officers to whom the furniture
or equipment is assigned shall invariably cover furniture, Fixtures and
Office Equipment issued to the employees and/or officers.

8. All property and equipment are numbered and properly identified.

9. All purchase of furniture, fixtures and equipment as well as stationery
and supplies is centralized. Direct purchases may be made subject to
the following conditions:

= Emergency purchased to restore normal operations after damages
wrought by fire, flood, etc.

» Purchases necessary for immediate protection of the assets and
personnel

=  Where direct purchased are advantageous for reasons of
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a. Lower loca prices in the face of comparable quality
compared to current prices in the loca stores plus
handling and shipping charges.

b. Warranties and other sales features that would prolong
the life and usefulness of the assets.

10. All purchases over a minimum amount determined by the Board of
Directors shall be subject to canvass from three suppliers except those
items that can only be obtained from a sole manufacturer or exclusive
distributor. All purchases above (state the amount) must be supported
by acanvass.

4.2. Depreciation
4.2.1. System

1. Depreciation must be computed in accordance with the approved rates of
depreciation and must be taken up periodically in the books.

2. When aunit isfully depreciated, anominal value of iscarried in both the
controlling account and in the subsidiary ledger to represent each fully
depreciated unit.

3. Periodic provision for depreciation is necessary to cover the decline in value
of the assets. For simplicity of application, the straight-line method of
depreciation is adopted for all movable assets as a rule. The computation is
based on the following formula:

Annual Depreciation = Cost of the property less Salvage Value
Estimated years life of the property

4.2.2. Accounting Procedures

1. The provision for depreciation is computed and recorded in the books
periodically as the case may be.

2. The depreciation expense for each item should be in round figure.

3. Inthe event, the original cost less the salvage value is not exactly divisiblein
100 (currency) for the number of depreciable periods the last depreciation
periods shall cover the balance of the asset leaving the nomina value of

(currency) 100.
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4. Asagenera practice, thefirst depreciation charge on an asset item begins
with the next reporting period after the acquisition.

4.2.3. Suggested Estimated Useful Life
1. Furniture and Furnishings—5 years

This classification covers building accessories, which are generally for the
working and/or convenience of office personnel and clients. Examples are
chairs, tables, sofas, top glass, mirrors, carpets, shades, draperies, movable
dividers, vases, decorative boxes and frames, paintings, wastes baskets, wall
clocks and table clocks.

2. Fixtures—5years

This group refers to permanent or semi-permanent attachments closely related
to the building but not classed as building. Examples. counters, teller's
cages, fixed dividers or partitions, built-in cabinets/shelves, storage bins and
guardhouses.

3. Business Machines - 5 years
This includes all standard office machines or mechanically operated office
equipment such as typewriters, adding/calculating machines, copying
machines, check writers, postage machines, Bundy clocks and numbering
machines.

4. Office Equipment — 5 years

This category embraces all office apparatus, which are not mechanically
operated. It includes: cabinet, safes, vaults, trays, racks, and paper cutters.

5. Computer Machines — 3 years

This group includes all component units and peripherals of a computer
system.

6. Appliances—5 years

This group includes devices used for improving working conditions in an
office. It also covers musical, communication and ventilation facilities.
Examples: air condition, electric fans, radios, stereo sets, pianos, refrigerators,
intercom systems, burglar alarm system, floor polishers, vacuum cleaners and
lawn mowers.

7. Other Equipment and Instruments—5 years
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This classification embraces power units, security devices and trade
equipment instruments. Examples: generators, motors, transformers, water
pumps and accessories, fire extinguishers, medical/dental equipment,
engineering equipment, athletic, printing/bookbinding equipment, and photo
equipment.

Land Transportation Equipment — 5 years

Included in this group are: automobiles, jeeps, buses, and pick-ups

Books— 2 years

This covers all technical, professional and general reference books.

10. Building —20 years

11. Leasehold Improvements — 5 years

12. Land Improvements — 5 years

5. Liabilities

5.1. Safeguards and Control

5.1.1. Savings Deposit

1

Receiving tellers or employee should properly validate the deposit slips before
these are given to the bookkeeper for posting.

Except for the bookkeeper in charge of the account, no other employee shall
be allowed to make posting to the subsidiary ledgers, unless, properly
authorized in writing.

In al transactions involving savings accounts, whether deposits, withdrawals,
debit or credit memos, depositor’s name and/or account number appearing in
both the source documents and the posting medium, and the subsidiary ledgers
to which the amount is to be posted, should be compared to ascertain their
correctness.

XY Z CU should maintain individual subsidiary ledger card for each savings
and time depositor and other creditors.

Posting on the member’ s subsidiary ledger card must be up-to-date to prevent
over-withdrawals of savings and time deposits.
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10.

11.

Savings deposits pledged for a particular loan of a member cannot be
withdrawn, a Deed of Assignment should be executed, and the word “HOLD”
should be indicated in their respective savings ledger card.

Total savings account balances as per members’ individual subsidiary ledgers
must tally with the controlling account balance per general ledger.

Positive confirmation of members deposit balance should be done
periodicaly.

Unclaimed deposits of depositors who can no longer be located should be
properly disposed of either a credit to General Reserve Fund or any other fund
for social purposes.

Debit balances of savings deposits and deposits adjustments shall be properly
reviewed as it may be due to over withdrawal or erroneous entry transactions.

Savings passbooks shall be required to be presented for every transaction with
the XYZ CU.

5.1.2. Time Deposit

1

2.

3.

Review the interest on Time Deposit vis-a-vis the actual interest paid and the
interest rate. Withdrawal before the time agreed would have a lesser or no
interest earned as penalty for not complying with the term of the Time
Deposit.

The CEO/GM shall properly approve interest rate on Time Deposit.

A copy of the Time Deposit Certificate issued to the depositor shall be on file
and a subsidiary ledger shall be maintained for each depositor.

The Certificate of Time Deposit or its equivalent evidence shal be
surrendered and be stamped “PAID” when said deposit is withdrawn.

5.1.3. Dividend to Share Capita

1

2.

3.

Amount set aside for dividend on share capital should be in accordance with
the decision of the Board of Directors.

Distribution should be in accordance with the By Laws.

The dividend rate should not exceed the normal rate of return on investment
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4. Before payment is made, the Board of Directors shall approve and announce

the granting of the dividends taking into consideration the following:

= Therate of dividends

* The date the declaration was made

* The members-on-record as of a given date entitled to receive the
dividend.

5.1.4. Accrued Expenses

1

3.

4.

Accrued expenses must be valid and duly approved with supporting legal
documents and authorized by the CEO/GM.

Only expenses that were actually incurred in connection with the operation of
the credit union should be taken up as accrued expenses.

A ledger should be maintained for each class of accrued expenses

Accrued expenses should be settled immediately whenever fund is available.

5.1.4. Procedures of Accruing Interest on Savings Deposits

1

The interest on savings shall be accrued every month to reflect the correct
monthly income.

The interest shall be computed on the average balance. The interest
shall be posted to the subsidiary ledger quarterly/semi-annually.

Monthly interest accrual shall be debited to “Interest Expense on Deposits’
and a credit to “Accrued Expense.” The accruals shall be closed to Savings
Deposit when the interest due is credited at the end of the quarter.

5.1.5. Accounts Payable

1

2.

Totals per individual ledger account balances must tally with the balances per
major control account in the general ledger.

Only accounts payable that are valid and duly supported by legal documents
(i.e. sales invoices, delivery receipts, purchase orders, job orders, etc. duly
approved by the CEO/GM) should be paid.
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3. A record or minutes of the Board of Directors specifying the institution from
which the money may be borrowed, the maximum amount of loan to be
borrowed and the officers authorized to sign the document and the signatories
of the disbursement against the loan shall be on file for audit and inspection.

4. Ascertain that al contributions deducted from management staff were madein
accordance with the existing policies set by the Board of Directors.

6. Asset Valuation Allowance

6.1. XYZ CU should determine an adequate and reasonable Allowance for Loan Losses
(ALL), which must result in the fair representation of the financial statements in
accordance with the Generally Accepted Accounting Principles (GAAP), and thereby
meet the requirements for full and fair disclosure.

6.2. Thefollowing provision for Allowance for Loan Losses should be calculated as follows:

a. 35% for loans delinquent for one month to 12 months
b. 100% for loans delinquent for more than one year

6.3. For interim assessments of provision, requirements (i.e. between annual balance dates) a
provision of 1% of loan funding made during the month shall be added to the provision
account. The assessment under a and b must be made if the calculation is greater than
adding of 1% of loan funding to the provision. The provision should be increased to
meet the assessed requirement.

7. Income Recognition

7.1. Interest on loans and other investment shall be on cash basis.
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8. Standard Chart of Accounts

XYZ CU should follow the following Chart of Accountsin recording and reporting its

financial transactions:

Statement of Financial Condition

Account Title

Brief Definition

ASSET ACCOUNTS
Economic resources of XY Z CU that are recognized and measured in conformity with generally
accepted accounting principles.

CURRENT ASSETS
Include cash and other assets that are reasonably expected to be realized in cash or sold or
consumed during the normal operating cycle of the business, which is usually one year.

101

Cash on Hand

Money (bills and coins), checks except post dated
checks, postal money order (PMO), and demand drafts
still in the possession of the custodian. Thisincludes
cash items awaiting deposits.

102

Cash in Bank

Money deposited in the bank under the name of the
XYZ CU, i.e. savings, current, time deposits, and
combo-account. A separate ledger account is used to
keep track of deposits made in the bank.

103

Petty Cash Fund

Limited amount of money set aside for small
expenditures, maintained under an imprest system.

It is arevolving cash fund, withdrawn from the general
cash account and made available for small purchases
and expenditures such as stationery and supplies, taxi
fares or staff meals.

104

Revolving Fund

The amount set aside to meet members withdrawals,
loan proceeds and other operations as may be
determined, except encashment of other checks.

Like the Petty Cash Fund, the Revolving Fund is
maintained under an imprest system, that is, the total
amount of expenditures, properly supported by
documents must match the amount of the fund.

112

Cash Advancesto
Officers and Employees

Duly approved cash advances for official business to
officers and employees subject to immediate
liquidation.
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140 Short Term Investment Investment in marketable securities, government
bonds, and other mutual funds that is readily
convertible into cash.

150 Loans Receivable — Thetotal loans granted to members, which are not yet

Current due.
Loans Receivable- Collectibles from the member-borrowers whose loan

151 Restructured accounts were restructured upon full payment of
interests due.

152 L oans Receivable-Past Total collectibles from past due loans of member-

Due borrowers. Aging of loans receivable should be
prepared to determine how much are the past due loans.
The loan shall remain in this account until fully paid or
until arrangements are formalized for its renewal/
extension/ restructuring or collection/foreclosure.

153 Loans Receivable-Loans | Total collectibles from past due loans under legad

in Litigation action. The loan or advance shall remain in this
account during the legal proceedings and until fully
paid/ restructured/ foreclosed.

154 Allowance for Probable | Allowance set aside in the books of to provide for

Losses on Loans possible losses due to uncollectible accounts. This
account may also be referred to as Allowance for
Doubtful Accounts. Thisis a contra account to Loans
Receivable.
161 Receivable from Total collectibles from shortages and other losses due
Accountable Officersand | from accountable officers and employees that are
Employees subject to immediate settlement/sanction.
162 Other Receivables Transactions/adjustments not classified under any of

the receivable accounts mentioned. These also
represent:

e The amounts currently owed by persons other than
the members for services rendered.

e Advances to members of their expenses not
previously covered by deposits such as insurance
premiums on properties pledged to XYZ CU, taxes
and other government imposts, inspection fees,
wire charges and other expenses.
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170 Unused Office Supplies | Office supplies on hand at the end of the accounting
period.
174 Prepaid Expenses Payments made in advance in exchange for a future

benefit usually within one year (e.g., insurance,
interest, advertising, rentals, etc.).

LONG TERM INVESTMENTS
Investments, which the XY Z CU intends to hold for more than ayear.

182 Long Term Investments- | Equity investments in credit union central
Cooperatives organization

184 Long Term Investments- | Investments in securities and bonds issued by the
Government government and its instrumentalities.
Securities/Bonds

185 Long Term Investments- | All other investments not included in the above.
Others (Specify)

PROPERTY AND EQUIPMENT

Include all tangible assets with an estimated useful life beyond one year, are used in the
conduct of the business, and not intended for sale in the ordinary course of business (SFAS
No. 6).

191 Land The cost of the land used for its main operation plus
al incidental costs such as title, sales commissions,
delinquent taxes, surveying fees, legal fees, etc. All
these are reflected in a single cost (fair market value
or appraised value if donated). Taxes paid as a
contribution to the cost of public improvements
(specia assessment) are treated as part of the cost of
the land.

192 Land Improvements The cost of depreciable improvement after land
acquisition (i.e., pavement, fencing, water system,
drainage system, sidewalks and pavements, etc. that
are subject to depreciation over their useful life).

Land improvements not subject to depreciation are
charged to the land account. Examples of these
expenditures are cost of surveying, cost of clearing,
cost of grading, cost of subdividing, cost of

landscaping, etc.
193 Accumulated Sum of depreciation on land improvements that are
Depreciation-Land set-up periodically against current operation.

I mprovements
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196 Building Cost of the building constructed on the land owned by
XYZ CU and used for its main operation. Magjor
repairs or improvements that will prolong the life of
the building are considered additional cost.

197 Accumulated Sum of depreciation on building that are set-up

Depreciation-Building periodically against current operation.

205 Furniture, Fixtures and The cost or appraised value or other appropriate value

Office Equipment of movable (furniture), immovable (fixtures)
properties and office equipment used in the ordinary
course of business such as desks, chairs, cabinets,
computers, etc. including incidental expenses incurred
in acquiring them up to the time they are received.
Depreciation is determined periodically (monthly,
guarterly, etc.) in accordance with generally accepted
rates.
Furniture, fixtures and office equipment may be
acquired through donations and without any cash
outlay.

206 Accumulated Sum of depreciation on furniture, fixtures and office
Depreciation- Furniture, | equipment that are set-up periodically against current
Fixtures and Office operation.

Equipment

208 Transportation Cost of equipment owned by XYZ CU such as

Equipment motorcycles, pick-ups, vans and other vehicles used in
transporting goods, services or personnel. Valuation is
the cost of purchase or appraised value if donated.

209 Accumulated Sum of depreciation on transportation equipment that
Depreciation- are set-up periodically against current operation.
Transportation
Equipment

210 L easehold Rights and Cost of building and/or improvements made on leased
Improvement land/premises including cost of rights paid.

OTHER ASSETS

Assets, which do not fit into any of the preceding asset classifications

250

Organizational Costs

Expenses incurred prior to the actual operations of
XY Z CU such as promoting and organizing. This can
be amortized over a period not exceeding five (5)
years. Among others, these costs are:

a. Legal feesin connection with the organization;
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b. Registration fees;

c. Cost of printing share capital certificates and
transfer book, seal of XYZ CU, etc.; and

d. Other cost of services rendered in the formation of
XYZ CU.

251 Computerization Costs The cost of acquisition or development of computer
programs and other software. This can be amortized
over aperiod not exceeding three (3) years.

252 Other Funds and Holdout deposits on guarantee fund to the funding

Deposits ingtitutions in compliance with the requirements of
certain agreements; the corresponding fund set aside
from the reserve, optional fund and any other funds
that may be set up. This may be in the form of time
deposits or other securities. The XYZ CU has the
option to create sub-accounts.

256 Due from Head Receivables from head office/branch or subsidiary.

Office/Branch/Subsidiary

257 Assets Acquired in Real and personal properties acquired through judicial

Settlement of Loans or extra-judicial settlement of loans. Should XY Z CU
use such assets in its main operation, the same assets
shall be re-classified accordingly.

258 Other Land Cost of the land owned, which is not used for its main
operation.

259 Other Building Cost of the building owned, which is not used for its
main operation.

260 Accumulated Sum of depreciation on other building that are set-up

Depreciation — Other periodically against current operation.

Building

261 Miscellaneous Assets Assets not falling in any of the above categories.
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LIABILITY ACCOUNTS
Economic obligations recognized and measured in conformity with generally accepted
accounting principles.

CURRENT LIABILITIES

Obligations that are reasonably expected to be settled through the use of existing current assets
or the creation of other current liabilities in the same statement of condition within the normal
operating cycle which is usually one year.

300 Savings Deposits Deposits made by members that can be withdrawn
anytime at the option of the depositors.
303 Time Deposits Deposits made by the members over a specified period
and can be withdrawn at a pre-determined date
304 L oans Payable — Short The indebtedness to financial institutions, other credit
Term union or Central Finance Facility, or person(s),
payable on short-term basis not exceeding one (1)
year.
308 Socia Security, Health Amounts withheld from the compensation income of
Premium Contributions | employees representing their contribution to socia
Payable security system or health insurance. As an employer,

XYZ CU has its corresponding share of contributions
and this should be set up every payroll period.

309 Withholding Tax Payable | All taxes withheld as prescribed by law including the
withholding tax deducted from the employees salaries
representing part of their possible income tax liability
to the Bureau of Internal Revenue.

310 Accrued Expenses Expenses incurred but not paid as of date of statement
of financial condition but payable within the next
accounting period.  This account represents the
amount due to creditorsemployees for services
rendered/ received and other expenses already
incurred but not paid.

311 Interest on Share Capital | Liability to members for interest on share capital
Payable determined at the end of every accounting period

312 Patronage Refund Liability to members for patronage refund determined
Payable at the end of every accounting period.
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313 Dueto CETF (Apex) An amount set aside for the education and training
fund of an apex organization, which is 50% of the
amount allocated, in accordance with the provision of
the by-laws and the Cooperative Act.

314 Unearned Income Income already received but not yet earned.

316 Other Payables Other liabilities that cannot be classified under any of

the preceding current liability accounts.

LONG TERM LIABILITIES
Liabilities payable beyond one year.

320 L oans Payable- Long The indebtedness to financial institutions, other credit
Term unions, or person(s), payable beyond one year.
321 Revolving Capital The deferred payment of interest on share capital and
Payable patronage refund, which should be agreed upon in the
General Assembly.
322 Retirement Fund Accumulated retirement benefit costs charged against
Payable the income over the expected remaining working lives
of participating employees.
323 Other Long Term Other long-term liabilities

Payables

OTHER LIABILITIES
The totality of all other liabilities that cannot be classified under any of the preceding liability

accounts.
331 Deposits for Share Amount paid by the members for future subscription
Capital Subscription of additional share capital when the authorized capital
has been fully subscribed and pad pending
amendment of the XYZ CU’s Articles of Cooperation
and By-laws.
332 Project Subsidy Fund Unused portion of the donation/grant for training,
Payable salaries and wages, etc.
333 Mutual Benefit Funds Funds for specia purposes such as member's welfare
Payable and benefits, i.e, loan protection, hospitalization,
death aid, etc.
334 Due to Head Liabilities to head office/branch or subsidiary.

Office/Branch/Subsidiary
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EQUITY ACCOUNTS
Excess of assets over liabilities

MEMBERS EQUITY
Interest of membersinthe XYZ CU.

361 Member Share Capital Paid up capital of regular members that cannot be
withdrawn during the term of membership.
362 Undivided Net Surplus The accumulated net surplus that will be allocated and
(Loss) distributed at the end of each accounting period in
accordance with the law

DONATIONS/ GRANTS

381 Donations and Grants

Amounts received such as awards, subsidies, grants,
aids, awards, etc. This shall not be available for
distribution as interest on share capital and patronage
refund.

STATUTORY FUNDS
Mandatory funds established in accordance with the Cooperative Act or Credit Union Law

Amount set aside annually for the stability of XYZ
CU (equivalent to at least 10% of net surplus). A
corresponding fund should be set up either in the form
of time deposit with local banks or government
securities. Only the amount in excess of the share
capital may be used for the expansion and authorized
investment of XY Z CU as provided for in its by-laws.

The amount retained out of the mandatory allocation
as stipulated in the Cooperative Act or Credit Union
Act.

391 Reserve Fund

392 Education and Training
Fund (local)

393 Optional Fund

Fund set aside from the net surplus (should not exceed
10%) for future use such as land and building,
community developments, etc.
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STATEMENT OF FINANCIAL OPERATION

REVENUES
Gross increases in assets or gross decreases in liabilities recognized and measured in
conformity with generally accepted accounting principles that result from those types of
earning activities of XY Z CU that can change owners’ equity.

401 Interest Income from Income earned and collected from the interest charged
Loans on the loans granted to their members.
405 Service Fees Fees collected for loan processing, servicing, and
collecting.
406 Filing Fees Fees collected upon the filing of loan applications by
the member-borrowers.
407 Fines, Pendlties, Fees imposed and collected on the delayed
Surcharges amortization payments of the member-borrower.
408 Membership Fees Amount collected from member-applicants upon
approval of membership.
409 Income/Interest from Income earned from bank deposits and investments
Investment made in financial ingtitutions and business
organizations. This shall include interest income
derived from the deposit of statutory fundsin the bank
until utilized. Interest on these funds shall not be used
to increase the fund.
410 Miscellaneous Income All other income earned for which no specific account

has been set-up.

EXPENSES

Gross decreases in assets or gross increases in liabilities recognized and measured in conformity
with generally accepted accounting principles that result from those types of earning-directed
activities of XY Z CU than can change members' equity.

FINANCING COSTS

501 Interest Expense on Interest incurred on savings and time deposits of both
Deposits regular and associate members.

502 Interest Expense on Interest incurred on borrowings.
Borrowings

503 Other Chargeson Service charges, filing fees and other fees for
Borrowings borrowings incurred.
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ADMINISTRATIVE COSTS

516 Salaries and Wages Amount incurred for services rendered by employees
including overtime pay.

517 Employees Benefits Benefits given to employees other than salaries and
wages.

518 Socia Security and The XY Z CU's share in the employees' contribution to
Health Premiums socia security and health insurance of staff
contribution

519 Retirement Benefit The cost of providing retirement benefits to employees
Expense for their services rendered. The cost of retirement

benefits is recognized as an expense in the periods
during which the services are rendered.

538 Officers Honorarium and | Amount incurred for services rendered by directors,
Allowances committee members, and officers.

539 Trainingsand Seminars | Amount incurred for officers, directors, members and
employees, for attending trainings and seminars
including all expenses related thereto after exhausting
the Education Fund. For purposes of analysis, amount
incurred may be classified as to the recipients of the
trainings and seminars.

540 Office Supplies Expenses incurred for stationery and various supplies
used for operation.

551 Power, Light and Water | Cost of electricity, water, gasoline, diesel, oil and
lubricants incurred in business operations.

552 Travel and Amount incurred for fares, gasoline and fuel for

Transportation service vehicles, toll fees, board and lodging, per diem
and meal allowances of officers and employees and
members while on official travel.

553 Insurance Insurance of assets and bonds of accountable officers
and employees

554 Repairs and Maintenance | Expenses incurred in the repair and maintenance of
each facility and equipment except major repairs that
prolong the life of the asset.

555 Rental Expenses incurred for building/office spaces or

facilities |leased
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556 Taxes and Licenses Expenses incurred for taxes and fees due to
government entities, both national and local.

557 Professional Fees Fees and related expenses incurred for professional
services rendered.

558 Communication Expense | Amount incurred for courier (letters), telephone, e-
mail, fax, internet, messenger, and all other means of
communication.

559 Representation Expenses incurred related to accommodating visitors
and guests on official business.

560 General Assembly Expenses incurred in the conduct of general assembly

Expenses meeting whether regular or special.

561 Meetings and Conferences Expenses incurred for meetings and conferences of
directors, committee members, officers and staff.

562 Bank Charges Bank fees and other charges.

563 Collection Expense Amounts, including commissions, incurred as
incentives in effecting the collection of loans

564 Litigation Expenses Expensesincurred in legal cases.

565 Affiliation Fees Amount incurred to cover membership or registration
fees and annual dues to a federation or union.

566 Socia Services Expenses | Expenses incurred in  the socid community
involvement

567 Promotional Expenses Expenses incurred for advertising and promotions.

568 Periodicals, Magazines, | Expenses incurred for periodicals, magazines and

Subscriptions other publications.

569 General Support Services | Expenses incurred for employing the services of
security guards, janitors and messengers.

570 Members Benefit All expenses incurred for the benefit of the members.

Expenses
575 Miscellaneous Expense | All other expensesincurred not classified under any of

the specified expense accounts.
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576 Depreciation and Amount provided for wear and tear of property and
Amortization equipment and amortization of intangible assets.
577 Amortization of Amount provided for amortization of leasehold rights
Leasehold Rights and and improvements.
I mprovements
578 Provision for Probable Allocation or provision for estimated losses arising
Losses on Loans from probabl e uncollectible accounts/l oans.
EXTRAORDINARY ITEMS
590 Project Subsidy This shall appear at the statement of operation as a
contra account to Subsidized Project Expenses.
591 Subsidized Project Portion of the Project Subsidy Fund expended for
Expense training, salaries and wages and other activities
subsidized by donations and grants.
592 Gain or Loss on Sde of | Gain or loss derived from the sade of acquired
Acquired Assets/ | assets/properties and equipment.
Properties and
Equipment
593 Gan or Loss on | Income earned or loss incurred from the disposal or

Investment

permanent decline of value of investments.
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Purpose:

ASSET-LIABILITY MANAGEMENT POLICY

The purpose of this policy is to set forth procedures and guidelines to be followed in the
overall management of the credit union’s deposits, loans and investments.

ALM Objectives:

- Tomaintain stable and consistent financia performance;
- Toensure adequate liquidity and funding to meet cash needs,
. Toensurefair and equitable treatment of both savers and borrower.

1. Responsibility

11

12

13

Management is responsible for the daily accomplishment of established objectives of
asset-liability management by committing personnel and necessary technology to
respond to the changes in deposit, loan, and investment balances and rates.

An ALM Committee made up of the Chairman, Treasurer and General Manager will
direct and periodically review the decisions made by management and any activity
carried out.

The board delegates this authority and is to review quarterly reports of the
committee.

Functionsof the ALM Committee

The ALM Committee will meet periodically to review and monitor all phases of XYZ
Credit Union’s operations as they relate to the ALM process. ALM reports generated by the
accounting department are the basis of the ALM Committee’s activities. These reports focus
on the credit union’sinterest rate risk, liquidity risk, and key ratios. The specific functions of
the committee are:

2.1.

Monitor Interest Rate Risk

XY Z Credit Union’s interest rate risk will be evaluated by focusing on the time
with which assets and liabilities are subject to repricing. This repricing arises
through changes in loan, investment, and deposit balances, and variable-rate
instruments becoming eligible for repricing. Differences in the timing of such
repricing are reflected in the projected gap position. The projected gap position
estimates the future risk position that will emerge with the passage of time.
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2.2.

2.3.

24,

Because of the difference between the credit union’s interest rate sensitivity and
its capacity to change interest rates on assets and liabilities the projected repricing
capacity gap must also be considered. The projected repricing gap is a supplemental
measure that provides insight into the credit union’s ability to make longer-term
interest rate adjustments in the event that dramatic changes occur in the level of
interest rates.

Monitor the Liquidity Position

It isthe policy of XY Z Credit Union to maintain adequate liquidity levels consistent
with prudential financial practices and regulatory requirements. Specific liquidity
requirements are contingent on a variety of factors, including seasonal or recurring
fluctuations in economy, the desirability of investment income versus loan income,
the present as well as the forecasted mix of earning assets, and the availability of
funds. The manner in which existing assets and liabilities mature plays a major role
in determining the credit union’s liquidity position. Corrective action will be taken
when necessary.

Monitor the Real Estate Loan Risks

XYZ Credit Union has four primary risks involved with holding real estate loans on
its balance sheet:

» Theinterest rate risk involved with holding long-term, fixed rate
investments;

» The geographic concentration risk of having real estate investments in a
single metropolitan area;

» The liquidity risk of being unable to fund member loan demand and share
withdrawals without adversely affecting profitability or capital;

» The credit risk of borrowers defaulting or not repaying the principal loan
balance.

Monitor Key Ratios and Statistics

In addition to the ratios and statistics related to interest rate risk and liquidity, key
ratios (Annex 6) that measure other aspects of the credit union’s operations will be
monitored. Specia attention is to be focused on those ratios that relate to the
financial goals of the credit union. Ratios and their trends should be evaluated in
light of these goals and the stated ALM objectives.
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2.5. Review and Monitor Competitive Position

Rates charged and paid by competing financial institutions for loans and deposits
will bereviewed. The purpose of thisreview processisto:

= Ensure that the rates paid on deposits and the rates charged on loans are
consistent with local market conditions;

» Ensure that rates paid and charged are fair and equitable to both savers and
borrowers;

» Ensure that the credit union’s profitability and financia strength are not
impaired by interest rate and/or dividend policies.

2.6. Examine Impact of Changing Rates

XYZ Credit Union will estimate the effects of different levels of rates on the credit
union’s financial position, rate risk, and liquidity position through use of “what if”
scenarios. This analysis reflects the fact that when rates are high, the cash flow from
assets tends to decrease while that of liabilities tends to increase. These
simultaneous consequences will adversely affect the credit union.

When rates are low, the situation is reversed, with the cash flow from assets
accelerating while that of liabilities decreases. Again, the simultaneous impact will
have adverse implications for the credit union. These situations result from the fact
that members have the option to refinance and prepay high-rate loans, keeping low-
rate loans, and withdrawing low-rate certificates to reinvest at higher rates.

3. ALM Investment Policy

e |tisrecognized that significant changes in the credit union’s ALM position often require
board action. However, the board directs management on the use of investment portfolio
to make necessary day-to-day adjustmentsin the overall ALM position.

e By managing the maturity structure of the portfolio in light of ALM goals, policy, and
guidelines, significant maturity adjustments can be made and thus greater control exerted
over interest rate risk and liquidity risk.

e Investment decisions must be consistent with the credit union’s investment policy. |If,
however, there is a conflict between a maturity constraint in the investment policy and
maturities needed to satisfy ALM guidelines, the ALM needs are given a higher priority
and investment decisions should be made on that basis.

(Q)ASSOCIATION OF ASIAN OF CONFEDERATION OF CREDIT UNIONS



MANAGEMENT TOOLSFOR CREDIT UNION FINANCIAL MANAGEMENT 76

. Asset Concentration Policy

The asset concentration policy of XYZ Credit Union is intended to provide guidelines and
limitations for the management of its assets. To avoid an unwarranted concentration of
assetsin any one type of loan or security, the following table sets our the limitations:

I nvestment Limitations
Loans 70-80% of total assets
Loan Portfalio:
Unsecured Loans for Regular members (1 20% (LP)
year maturity)
Loan with maturity of 1-2 years 20%
Investment in Loans with maturity of 30% (LP)
more than 3 years
Microfinance Loans 15-20% (L P)
Loansfor financing real estates 5-10% (LP)
Investment in Bonds 5% of total assets
Fixed financia Investments 5% of total assets
Non-Earning Assets Maximum of 5% of total assets
Liquidity Reserves (include cash in Bank | 15% of total Deposits but not exceeding
and short-term investments) 20% of total assets

Reporting Process

Because the board of directors’ role in developing and approving a policy that guides XY Z
Credit Union’s ALM position, it is essentia that the board be kept informed of the ALM risk
position. For this reason, the reporting process outlined next will be followed.

. ALM Reportsto the Board

Every month, the treasurer will review and report on XYZ Credit Union’s ALM position.
The report should contain these elements:

Key ratios;

Simulated income gap summary;

Net interest income on average earning assets;

Review of specia problems or issues that may require board action.

Policy Changes

When necessary, the ALM Committee will recommend changes to the board of directors to
adjust or correct the ALM policy. The policy should be reviewed periodically and amended
as circumstances warrant. The board must approve all changesto the policy.
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C.0.0.P.- P.E.S.0.S.

. Administrative Compliance and Management Structure (COOP Indicators)

Maximum Raw
Score*

C-Compliance With (20%)

1. Cooperative Development Authority 2
a. Updated Bond of Accountable Officers 1
b. Registration of Amendments, if any 1
c. Allocation of Net Surplus 1
d. Issuance of Share Capital Certificates 1
e. Submission of Annua Report, Audited Financia Statements and S

Information Sheet within prescribed period

2. Bureau of Internal Revenue (BIR) S
— Registration as Non-EVAT 1
— Filing of Account Information 1
— Withholding of Appropriate Taxes (includes taxes on honorarium) 1
— Certificates of Tax Exemption? 1
— Registration of Books of Accounts

3. Local Government Units (L GU) 1
— Business Permit/License 1

4. Department of Labor and Employment (DOLE) >
a  Minimum Wage and 13" Month Pay 1
b. Socia Security System 1
c. Philhealth 1
d. HDMF (Pag-ibig) — Housing Scheme 1
e. Retirement Benefits

| Maximum Raw |

! The credit and other types of cooperative get the maximum raw score for every positive answer and zero for every
negative answer.
2 Excludes cooperatives that is no longer eligible and those applications are still in process.
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Score
O- Organization (26%)
1. Governance and Membership Participation 15
a. Gender Integration (availability of sex-disaggregated data on officers 1
and staff, loan borrowers, depositors)
b. Attendance of the mgjority of membersin:
— Annual General Assembly 2
— Membership Education/Consultation 2
c. Capital build-up and Savings Mobilization
— 70% of members (regular and associate) regularly contribute to
share capital 2
— atleast 70% of the total members are depositors g
d. Acceptance of Audited Financia Statements by the General
Assembly 5
e. Approva of Development Plan by the General Assembly
f. Adoption of proper procedures for the election of the Board of 2
Directors
2. Conduct of regular pre-member ship education 2
3. Affiliation/Linkages 9
— —Laboratory Cooperative® é
- Community Services/Involvement 1
— Participated activity in federation/union activities/programs 1
— Paid annua due, CETF, loans and other accounts to the
federation/union
— Business aliance with: 1
— Federation 1
— Other Cooperatives
— Submission of Audited Financial Statements using SCA and Annual 1

Report to the federation/union

% Those with |aboratory cooperatives may qualify for points under this category
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Maximum Raw
Score

O- Operation and Management (40%)

1

Manual of Operational Policies with specific provisionson the 24
following:

PO

Membership

Loaning

Savings/Time Deposits
Financial Management

— Asset/Liability Management
— Accounting

— Internal Control

Human Resource Development
— Hiring, Promotion and Firing
— Staff Development

— Compensation/Benefits

— Performance Appraisa

— Job Description

Board of DirectoryCommittee

oo oW

Board composition in accordance with by-laws
Meetings of the Directors

Meetings of the Committees

Periodic Review of Policies

Updated Minutes of Meetings

Updated Committee Report

M anagement

Qoo

Full-time qualified Manager

Policy on succession of manager and other top position

Personnel File
Organization Structure

A WN

PR R R

PRPRNRRPRN ®©

(o]

PP, WWw
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Maximum Raw

Score
P- Plans/Programs and Performance (14%)
1. Presenceof 7
a Vision, Mission and Goal 1
b. Development Plan 2
c. Approved Annua Plan and Budget 2
d. Code of Ethics 2
2. Performance Review vis-a-vis Projections
7
1. FINANCIAL PERFORMANCE (PESOS Indicators)
Ratios Formula Purpose Standard Score Equivalent
Points
P- Portfolio Quality (25%)
Portfolio at
Risk Balance of Loans with Measurestherisk | 5% or less 5% or Less 5
. of default risk in 6-10% 4
one day missed ' 0
ments the portfolio 11-15% 3
b3y 16-20% 2
Total Loans 21-25% 1
Outstanding 26 and 0
above
Delinquency | (Loan Receivable Past
Due + Non-Performing Measures the 5% or less 5% or less 10
Loans Receivable total percentage 6-8% 8
Restructured + Loans | of delinquency in 9-11% 6
Receivablein the loan portfolio 12-14% 4
Litigation) 15-17 2
Total Loans 18% & 0
Outstanding above
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Allowance PLL, (100%)*
for Probable Amount of allowance Measures the
Losseson for loans over 12 adequacy of the = 100% 5
Loans months past due alowance for 100% = 80-99% 4
Total outstandi ng prObable |osses . 60-79% 3
balance of loans over onloans = 36-59% 2
12 months past due = 10-35% 1
= 9% & 0
Amount of allowance below
for loans 1to 12
months past due 35% PLL,(35%)°
Outstanding balance of
loans 1 to 12 months - 3% 5
past due = 25-34% 4
»  17-24% 3
= 9-16% 2
= 1-8% 1
= Zero 0
Ratios Formula Purpose Standard Score Equivalent
Points
E- Efficiency (20%)
Asset Yield - Measures the At least = Atleast 4
Undivided Net Surplus | ity of the | inflation inflation
Average Total Assets Ccoop’ s assets to rate rate
generate income = 1-2%
below 3
inflation
rate
= 34%
points 2
below
Inflation
= Morethan
4% points 1
below
inflation
= Qor
negative 0
asset yield
Interest Income from
Operationa Loans + Service Fees + Measures the >100% = 120% &
Self- Filing Fees + Fines, ability of the above 4

* Coops without |oans over “12 months past due will automatically be given 5 points

® Coops without loans 1-12 months pas due will automatically be given 5 points
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Sufficiency Penalties, Surcharges cooperative to 111-119% 3
Financi ng Costs + sustain its 101-110% 2
Administrative Costs operation 100% 1
Below 0
100%
Rate of Higher
Return on Interest on Share Measures the Higher than 4
Member's Capital earning power of than inflation
Share Average Member's members inflation Inflation 3
Share rate 1-2%
points 2
below
inflation
>2 % 1
points
below
inflation
Oor 0
negative
Loan Portfolio 20% and
Profitability Interest Income from Measures how More than above 4
Loans + Service Fees profitable the 20% 13-19% 3
+ Filing Fees + Fines, | loan portfoliois 7-12% 2
Penalties, Surcharges 1-6% 1
Average Total Loan Oor _ 0
Outstanding negative
surplus
ratio
Cost per Peso Financing Costs + PhP 0-10 0.10&
Loan (Admin Costs- Measures per PhP below 2
Members Benefit efficiency in 1.00 loan 0.11-0.15 15
Expense) managing the 0.16-0.20 1
Average Total Loans coop’sloan above 0.20 0
Outstanding portfolio
Administrative 10% &
Efficiency Administrative Costs | Measures the cost 3-10% above 2
Average Total Assets | Of managing the 11-15% 15
CoOp’ s assets 16-20% 1
Above 0
20%

(QPASSOCIATION OF ASIAN OF CONFEDERATION OF CREDIT UNIONS




83 MANAGEMENT TOOLSFOR CREDIT UNION

FINANCIAL MANAGEMENT

S- Stability (30%)

Solvency (Assets + Allowances)- Measures the At least
degree of 110% 110% &
(Total Liabilities+ Past | protection that above 10
Due Loans + Loans the coop has for 100-109% 8
member savings 90-99% 6
Restructured + L oans and sharesin the 80-89% 4
event of 70-79% 2
Under Litigation — liquidation of the Below 70% 0
coop’s assets and
Deposits) liabilities
Deposits + Share
Capital
Liquidity Measures the Not less 15% &
Liquid Assets-Short coop’sahility to | than 15% above 10
serviceits 12-14% 8
Term Payables member’'s 9-11% 6
withdrawals and 6-8% 4
. deposits on time 1-5% 2
Total Deposits 760 0
Net Measures the Not less 15% &
I nstitutional (Reserves + Allowance | Coop’sability to | than 15% above 10
Capital serviceits 12-14% 8
for Probable Loan member’s 9-11% 6
withdrawals and 6-8% 4
L osses)-(Past Due deposits on time 1-5% 2
zero 0

Loans + Loans Under
Litigation + Problem

Assets)

Total Assets
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O- Operations (10%)
Performance of | Actual Increase
Membership Determinesthe | Increasing 75-100% 5
Growth Target Increase performance of | to meet the of target
changein target setin 50-74% of 4
membership vis- the target
avistarget developme 25-49% of 3
nt plan target
1-24% of 2
target
Status quo 1
Decreasing
or without 0
developme
nt plan
Trendin Ending Externa
External _ o Determinesthe | Decreasing Zero 5
Borrowing Borrowings-Beginning percentage of towards Decreasing
External Borrowings ngTagﬁ ;In 260 \(,:\2 ;Tr:pared 3
borrowings previous
Beginning External period
Status quo 2
Borrowings Increasing
compared 0
to previous
period
Ratios Formula Purpose Standard Score Equivalent
Points
S- Structure of Assets (15%)
Assets
Quality . Measures the Not more 5% and 5
Non-Earning Assets percentage of than 5% below
Total Assets total assets that 6-7% 4
are not producing 8-9% 3
income 10-11% 2
12-13% 1
14% and 0
above
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Asset
Structure . Measures the 55 —65% 55-65% 5
Total Deposits percentage of 45-54% 3
Total Assets total assets 66-70%
financial by 34-44% 1
deposits 71-75%
Below 35% 0
above 75%
Measures the 70-80% 70-80% 2
'Iégtczl_ b:balme; percentage of the 60-69% 15
Total Assets 81-85%
Total Assets invested in the 50-59% 1
loan portfolio 86-90%
40-49%
91-95% 5
39 and
below 96% 0
and above
) Measures the 35-45% 35-45% 3
-IC-:ZE)?It ;lvl embers’ Share percentage of 30-34% 2
total assets 46-55%
Total Assets financed by 25-29% 1
members share above 56%
capital Below 25% 0
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DEFINITION OF TERMS

Portfolio at Risk —failure to receive payment one day after due date of amortization, makes the
entire loan balance at risk.

Past Due Loan — the entire loan balance is considered past due when no payment has been
received after missed payments occurred as follows. 7 days for daily; 2 weeks for weekly; 2
installments for semi-monthly and 1 month for monthly.

L oans Restructured — are past due loans whose term have been extended or renewed after full
payment of interests/surcharges due thereon. Loans restructured will be considered performing
or current when there is a good tracking record of continuous payment of the amount agreed
upon using the following installments: 3 months for monthly; 4 weeks for semi-monthly; 6
weeks for weekly and 10 daysfor daily. It will be considered past due when it is not performing,
i.e. there are no payments received after restructuring.

Liquid Assets—include Cash, Cash in Bank, Investment in Marketable Securities (those easily
convertible to cash within 30 days).

Short-Term Payables-liabilities payable within 30 days except deposits.

Non-Earning Assets — are assets that do not give direct revenues to the cooperative i.e. Cash on
Hand, Non-interest bearing checking accounts, Accounts Receivable, Assets in Liquidation,
Fixed Assets (Land, Building, Equipment, etc.), Prepaid Expenses and other deferrals, and
problem assets.

Average Members Share — beginning Members Share + Ending Members' Share divided by
2.

Average Total Loans Outstanding — Beginning Total Loans Outstanding + Ending Loans
Outstanding divided by 2.

Average Total Assets— Beginning Total Assets + Ending Total Assets divided by 2.
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Account Code : S1

PRODUCT NAME : Per sonal Access Savings Account
Interest Rate : Variable (according to market rate)
Minimum Deposit : uUss$ 2

Characteristics

= Liquid savings account with no contractual maturity

=  Minimum of US$ 2 to open an account

* Maintaining balanceis US$ 2

= Maintenance feeisUS$ 0.1 if no movement of account for consecutive 3 months.
= Member and non-member could open an account

= |f balance goes below US$ 10, depositor receives no interest

» Quarterly interest calculation based on the lowest monthly balance credited to the
account every end of each quarter.
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Account Code : 2

PRODUCT NAME :

Interest Rate : Flat Rate

Minimum Deposit US$ 200

Characteristics

Term Deposit/Certificate Deposit

An investment certificate held at a contracted term and rate

Interest earned isfixed with term

Notification letter sent to member 20 days prior to the maturity informing of a 10-

day post maturity grace period and roll over options.

If no notification from member is received, the certificate automatically rolls over
at the existing term under the current rate.

Fixed interest will be forfeited if withdrawn prior to the maturity date.

Interest earned varies based on the term of deposit:

Term

Ratep.a. %

30-89 days

90-180 days

181-270 days

271-364 days

1 to lessthan 2 years

2 to lessthan 3 years

3 years
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Account Code

PRODUCT NAME :

Interest Rate
Minimum Deposit

Characteristics

YouthBEE
savers
S3
Youthbee Severs

Variable (according to market rate)

US$0.50

CREDIT UNION:
My first Financial Institution!

= Specialy designed savings for kids 13 below

=  Minimum of US$ 0.50 to open an account

» Maintaining balanceis US$ 0.50

= A Compulsory deposit of minimum of US$ 0.05 per day.

=  Maintenance feeis US$ 0.05 if no movement of account for consecutive 3 months.

= Depositor gets one point for every US$ 0.20 deposit to the account. The points
could be redeemed for a prize at the credit union. (see prize brochure which is
updated every 6 months)

» This account has to be cross sell by the credit union staff to parents, grandparents,
uncles, aunts, aunties, godfathers and godmothers.

» Parents, grandparents, uncles, aunts, godmother, godfather, brothers and sisters
could deposit to the account as gift to minor depositor

= Depositor entitles to an award for good habit of savingsi.e. Y outbee Saver for the
month, photo of the depositor posted in the premises of the credit union office and
Y outhbee Saver of the Y ear, which will be awarded at the Annual General Mesting.
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» Depositors of the Youthbee Savers after accumulating points,
automatically qualifies as member of the D’Buzzzzz Club. A member entitles to
range of privileges and exciting activities for kids: Priority Service, picnics,
birthday party, excursions etc.

» A specidly designed passbook, membership identification card and buttons are
issued upon opening an account.

* Interest is calculated on the lowest monthly balance credited to the account every
end of each quarter.
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Account Code : HA

PRODUCT NAME : Smarteen Saver

Interest Rate : Variable (according to market rate)
Minimum Deposit : Uss1

Characteristics

@’@ '.
- aver

Asavings program for youth age 3-9

= For youth age above 13 t0 19

=  Minimum of US$ 1 to open an account

* Maintaining balanceis US$ 2

» Parents, grandparents, uncles, aunts, godmother, godfather, brothers and sisters
could deposit to the account as gift to the depositor i.e. graduation, birthday,
Christmas, etc.

= The credit union play a valuable role in helping to establish sound money
management skills that will last alifetime as well as being a great way for teens to
learn to save for the latest craze!

» Maintenance feeisUS$ 0.1 if no movement of account for consecutive 3 months.

= Depositor gets one point for every US$ .50 deposit to the account. The points
could be redeemed for a specialy designed Smart Teens souvenir items at the credit

union. (See prize brochure which is updated every 6 months)

» This account has to be cross sell by the credit union staff to parents, grandparents,
uncles, aunts, aunties, godfathers and godmothers.

» |f balance goes below US$ 10, depositor receives no interest

» Interest is calculated on the lowest monthly balance credited to the account every
end of each quarter.
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= The account is characterized more on non-liquid account. Depositors encouraged

to deposit based on purpose:
Savings Product Amount of Target Period
Deposit
Savings Plus

E-save (computer,
mobile phone, pam
top,etc.)

Dream Bike

Travel Save

Smart Buyer

Bea Finansial

Savings PLUS!

You + your parents save for your
education.

We help you set a financial
goal for a secured future...

your savings...school
shoas, uniform, bag,

Travel Save
Bty o 10 tha road
ton snif-dfacovury. fom and

Start, yoor savings today!
Dwe[opWise

money management skills
ats sarly age
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gsion
Account Code ; S5 7
lan ““ "

PRODUCT NAME : Pension Saving Plan
Interest Rate : fixed
Minimum Deposit US$ 1,000 on maturity

Characteristics

= A permanent savings with maturity period.

=  Memberswith age from 30 to 50 are qualified for the pension savings.

»  Minimum policy of US$ 1,000

= Monthly savingsfor aperiod of five years

» The pension plan matures when the depositor reaches the age of 60. The depositor
may opt to get the maturity value of the plan or monthly pension for a period of 5

years.

» If the member chooses the monthly pension, the fund will be transferred to access
savings account and earn interest thereof.

= When the regular monthly savings is missed or stopped for consecutive three
months, the accumulated savings will be converted to regular savings subject to the
latter terms and conditions.

» Interest accumulates and added up to the contract price of the Pension Savings
Plan.

= Refer to the enclosed table for the pension savings plan.
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Sample:
Table for Monthly Pension Saving Plan
Payment period: 5 vears

Age | US$ USs USs$ USs$ USs$ USs$ USs$ US$ | At4%

1,000 | 1,500 | 2,000 | 2500 | 3,000 | 3,500 | 4,000 | 5,000 | Factor
30 | 625 | 9375 | 1250 | 15.625 | 18.75 | 21.875 | 25.00 | 31.25 | .375
31 | 650 | 975 | 1300 | 1625 | 1950 | 2275 | 26.00 | 3250 | .390
32 | 677 | 1015 | 1353 | 1692 | 20.30 | 23.68 | 27.07 | 33.83 | .406
33 | 703 | 1055 | 1407 | 1758 | 21.10 | 2462 | 2813 | 3517 | .422
34 | 732 | 10975 | 1463 | 1829 | 21.95 | 2561 | 29.27 | 3658 | .439
35 | 760 | 1140 | 1520 | 19.00 | 2280 | 26.60 | 3040 | 38.00 | .456
36 | 7.92 |11.875 | 1583 | 19.79 | 2375 | 27.71 | 3167 | 39.58 | .475
37 | 823 | 1235 | 1647 | 2058 | 2470 | 28.82 | 3293 | 4117 | .494
38 | 855 | 12.825 | 17.10 | 21.375 | 2565 | 29.925 | 3420 | 42.75 | 513
39 | 890 | 1335 | 17.80 | 2225 | 2670 | 31.15 | 35.60 | 4450 | .534
40 | 925 | 13875 | 1850 | 23125 | 27.75 | 32.375 | 37.00 | 4625 | 555
41 | 962 | 14425 | 1923 | 2404 | 2885 | 33.66 | 3847 | 4808 | .577
42 | 1002 | 15025 | 20.03 | 25.04 | 30.05 | 3506 | 40.07 | 50.08 | .601
43 | 1042 | 15625 | 20.83 | 26.04 | 31.25 | 3646 | 41.67 | 5208 | .625
44 | 1083 | 1625 | 21.67 | 27.03 | 3250 | 37.92 | 4333 | 5417 | .650
45 | 11.88 | 16.90 | 2253 | 2817 | 33.80 | 3943 | 4507 | 5633 | .676
46 | 1172 | 1758 | 2343 | 29.29 | 3515 | 41.00 | 46.87 | 5858 | .703
47 | 1218 | 1828 | 2437 | 30.46 | 3655 | 4264 | 4873 | 6092 | .731
48 | 12,67 | 1900 | 2533 | 3167 | 3800 | 4433 | 5067 | 6333 | .760
49 | 1317 | 1975 | 2633 | 3292 | 3950 | 46.08 | 54.80 | 65.83 | .790
50 [13.70 | 2055 | 27.40 | 50.69 | 41.10 | 47.95 | 54.80 | 6850 | .822
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Account Code : S6
PRODUCT NAME Christmas Savings Club small amo
et aside to a
Interest Rate : Variable (according to market rate) WOUID BE
Minimum Deposit UsS$ 2 APPRECIATED IN
DECEMBER!

Characteristics

= Christmas Savings Club is designed to save for that very expensive time of year.
Gifts, holidays, leisure time and entertaining the kids are an expense that goes
beyond spending spare money afamily has.

» By saving a small amount, member can build a nest egg ready for those expenses.
Member has to set aside a small sum computed based on the targeted savings.

= Minimum of US$ 2 to open an account
» Maintaining balanceis US$ 2

= Maintenance fee is US$ 0.1 will be charged if account has no movement for
consecutive 3 months.

»  Withdrawals are permitted only in November, December and January.
= Member and non-member could open an account
= |f balance goes below US$ 10, depositor receives no interest

» Interest is calculated on a minimum monthly balance, and is paid monthly

(Q) ASSOCIATION OF ASIAN OF CONFEDERATION OF CREDIT UNIONS



96 MANAGEMENT TOOLSFOR CREDIT UNION PRODUCTS & SERVICES

Account Code : S7

PRODUCT NAME : HOLIDAY SAVINGS
Interest Rate : Variable

Minimum Deposit Us$ 2

Characteristics

= Offered to help member plan for a holiday.

» Beprepared for year-end spending with a convenient Holiday Club savings account
that earns interest.

= With Holiday Club member/non-member can save money for holiday shopping,
vacation, or traveling to visit family and friends.

» Herearejust some of the benefits:

- Shop with confidence and know exactly how much is available to spend
before shopping;
- No need to worry about post-holiday bills;

- Get back more than saved by earning monthly interest;

- It's easy! Have a specific amount deducted from your weekly/monthly
income; and

- Save enough to escape from the holiday madness

» Interest is calculated monthly and credited to the account monthly
= No withdrawal is allowed only one week before the planned holiday.

=  Maintenance feeis US$ 0.1 if no movement of account for consecutive 3 months.
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Account Code : S8

PRODUCT NAME : Budget Savings Account
Interest Rate : Variable

Minimum Deposit Uss$ 2

Characteristics

» Itisagreat way to save for regular bills and payments:

Car registration
Car insurance

- Houseinsurance
- School fees

- Home repairs

- Ultility bills

= Member can separate their savings so that they will not be caught short when
payments are due.

» Interest is calculated monthly and credited to the account monthly
= No withdrawal is allowed only one week before the planned bill payment.

=  Maintenance feeisUS$ 0.1 if no movement of account for consecutive 3 months.
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Best Yeacrgaw )

Account Code : 9
PRODUCT NAME : Best Years Savings For seniors 60 years and above
b The caver co entitled to the memberdhifs ies
Interest Rate : Variable : . ’
“Gold Club”
Minimum Deposit uUss$ 2

Characteristics

For seniors 60 above

Seniors could deposit their monthly pensions and allowances from children to this
account.

Children, nieces and nephews could deposit in this account on behalf of the
depositor as gifts for birthday, anniversaries, Christmas or other occasions.

The account ison call.

Upon the advise of the depositor, accumulated amount could be transferred to
Certificate Deposit Account for better interest rate.

A deposit of US$0.50 entitles depositor to one point, which could be redeemed with
aprize from the credit union.

Entitlement to the membership of “Gold Club” after accumulating 100 points.
Gold Club membership is renewed annualy. The benefits of Gold Club
membership are as follows:

- Priority membership service

- Free Credit Union Shirt & Coffee Mug

- 50% Discount on the use of the credit union Gym
- Priority seat at the Annual General Meeting

Interest is calculated quarterly and credited to the account quarterly.
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My aeem homs..

We will Ly you [wlfill your dream
Account Code : S10-a
PRODUCT NAME : HOME EQUITY SAVINGS
Interest Rate : Variable
Minimum Deposit Uss$

Characteristics

This savingsis designed for members planning to acquire housing unit

» Thesavingsisintended to pay for the down payment or equity required.
» The savings will help the member owns a house on an installment basis.

» The amount of savings is variable and would be determined by the member with
the help of the credit union’s financial advisor.
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My aeem homs..

We will bely you fullill your dneam
Account Code : S10-b
PRODUCT NAME : HOME RENOVATION SAVINGS
Interest Rate : Variable
Minimum Deposit Uss$

Characteristics
» Thissavingsisdesigned for members planning improve the structure or interior and
exterior design of his’her house

= The savings is intended for the repainting, expansion, interior & exterior
decoration, or any other improvement for the existing house of a member.

» The amount of savings is variable and would be determined by the member with
the help of the credit union’s financial advisor.
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LOANS POLICY

Pur pose:

The purpose of this policy isto set forth credit union’s approach and standard operating
procedures to guide management, credit committee and board of directors in achieving the
strategic objectives of the organization, ensure safety of member deposits and assist in financing
the credit needs of the membership.

1 ELIGIBILITY

11 Eligibility for a loan from the XYZ Credit Union does not confer
automatic right on the member to aloan.

1.2 The XY Z Credit Union will endeavour to assist each member by making
loans promptly for worthwhile purposes.

1.3 Each loan so made will comply fully with the requirements of the
Cooperative Act/Credit Union Act, the XYZ Credit Union’s rules and
other policy requirements contained herein.

14 The XY Z Credit Union will not discriminate against applicants for aloan
on the grounds of:

Marital Status

Race, colour, nationality or ethnic origin.
Political Opinion.

Religion.

Sex.

2. ASSESSMENT

21 Documentation

Loan applications should only be accepted on the approved form that
should be completed in full by the member before submission for
consideration.

2.2 I nterview

All members should, wherever possible, be interviewed prior to the
granting of aloan. All applicants should be encouraged to save regularly
and a member’s savings record should be taken into account when the
loan application is considered.
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2.3

24

2.5

Credit | nvestigation

Credit investigation shall be obtained on all loan applications. Credit
investigation should aso be obtained for all indemnifiers and guarantors
(refer to Credit Investigation Policy).

| ncome

No loans shall be made to members less than 18 years of age without a
co-borrower (Indemnifier) or to members who are not in receipt of an
income sufficient to repay the loan.

No loan shall be made to a member (if indebtedness exceeds member’s
shares and savings) unless the member has and will continue to have an
income sufficient to provide for the repayment of the indebtedness
represented by the loan.

24.2 The income stated on the loan application should be verified.

24.3 Where income is seasonal, assessed income shall not exceed
anticipated average weekly income during the term of the
loan. (Proof should be held).

2.4.4 When a member is self-employed or when income is
seasonal, proof of income should be held in the member’ sfile
(adequate proof being accountant’s figures and projections).

Repayment terms

Generally repayment terms shall be as set out below. In specia
circumstances however a member may apply for relief in writing to the
board where responsibility extends to temporary suspension or reduction
of repayments in accordance with the Collection and Delinquency Policy.

251 Unsecur ed loans

Unsecured loans should have a maximum repayment term of
months

25.2 Loans secured by way of Chattel Security over second
hand goods

Loans secured by Chattel Security over reconditioned or used
goods should have a maximum repayment term of
months where the loan amount exceeds the unsecured limit of
the XY Z Credit Union.
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2.5.3

254

2.5.5

2.5.6

L oans secur ed by way of Chattel Security of new goods as

prescribed by therules

Loans secured by Chattel Security over new goods should
have a maximum repayment term of months for new
motor vehicles and months for all other new goods.

L oan secured by way of register ed mortgage

The maximum repayment term for loans secured by a
registered mortgage is.........ccceueuene years.

The maximum repayment term for loans secured by way of
registered mortgages shall be...................... so as to allow for
unforeseen circumstances that may extend the term of the
loan. (E.g. fluctuationsin interest rates).

Loans Secured by Other Than Chattel Security or
Reqgistered Mortgage

The loans secured by other than Chattel Security or
Registered Mortgage shall have a maximum term of
months.

General

Generally repayments should be structured at such alevel as
to ensure (consistent with the provisions set out above) that
the maximum term of the loan is not greater in number of
years than is represented by each thousand (Pesos,
Rupiah, Rupees, Dollars, Baht etc.) borrowed. The maximum
repayment terms for loans shall be as follows:

AMOUNT OF LOAN MAXIMUM REPAYMENT TERM
Amount Months
6
12
18
24
30
36
36
36
48*
And over 60*
* For loans that are unsecured or secured by way of Chattel Security the
maximum terms as specified by clauses 2.5.1, 2.5.2 and 2.5.3 shall apply.
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The general maximum term of 60 months (for other than
loans for housing purposes secured by way of Registered
Mortgage) may only be exceeded under the authority of the
Board of Directors, the Board of Directors having given due
consideration to exceptional circumstances prevailing within
the application.

For loans for housing purposes secured by way of Registered
First Mortgage which exceed ___(amount) the maximum
repayment term shall be within the term specified in clause
2.5.4 and shall be set under the discretion of the Board of
Directors.

2.6 Deferred/Rejected loans

26.1

2.6.2

2.6.3

Loans shall not be made to a member with a delinquency
record unless the borrower has been able to demonstrate an
improved record and is able to provide a satisfactory
guarantor, indemnifier, or acceptable security.

A loan application may be deferred pending replies to
enquiries.

The Board of Directors at their next meeting shall consider
al loans recommended for rejection where loan approval
authority has been delegated.

3. DELEGATION OF APPROVAL AUTHORITY
3.1 Loans to Directors, Sub-Committee Members and Staff of Credit
Union
311 Directors and Ther Reatives Immediate Family

312

Members

It isarequirement that all loans to Directors, Sub-Committee
members and their respective immediate family members
must be approved by 2/3 mgjority of the board present and
voting excluding the director with any interest in the
application.

L oansto Staff and Their Immediate Family Members

All loans to staff and their immediate family members shall
be subject to Board of Directors approval prior to funding.
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3.2

Delegations

321

322

All loans made under delegation from the Board of Directors
shall be made in accordance with the Credit Union rules.

The Board of Directors authority to approve loans has been
delegated to the following: (Insert whichever classification is

appropriate)

Credit Committee - amount of approval authority is

Manager-amount of approval authority is

Branch Manager-amount of approval authority is
Loans Manager —amount of approval authority is
Loans Officer-amount of approval authority is

323

Loan applications that fall outside the policy shall be
submitted to the Board of Directors with a recommendation
from management. Loan applications failing within policy
but not approved will be submitted to the Board of Directors
for consideration. The Board at their next meeting will
consider al loans recommended for rejection.

UNSECURED LOANS

4.1

4.2

Maximum limit

The maximum loan, which may be granted without security, is

(amount)_.

General conditions

The genera conditions that should be considered before a loan is
approved without security are as follows:

421 Employment qualification
The member should have been in regular employment for a
period of not lessthan 3 years. Commencement and finishing
dates of current and previous employers should be verified.
4.2.2 Residential status

In general unsecured loans should not be granted to members
who have changed address more than twice in 3 years unless
the residence is currently occupied and owned by the
member.
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5.

SECURED LOANS

5.1

52

4.2.3

424

4.25

Temporary premises

Unsecured loans should not be granted to persons residing in
temporary arrangements. In most cases in this category it
will be necessary to secure the loan and to obtain an
indemnity to the loan. In the case of microfinance loan, the
group responsibility applies as collateral.

References

Unsecured loans should not be granted to a member who
does not have a clear credit reference check.

Pur pose of the loan

In general, loans for the purchase or repair of a motor vehicle,
bond or flat or rent arrears, payment of fines, debt
consolidation, holidays or overseas travel, setting up own or a
speculative venture should, if approved, be adequately
secured irrespective of the amount of the loan.

Maximum limit

The maximum limit of a secured loan is (Amount) for loans secured by
mortgage over real estate, and (Amount) for loans otherwise secured.

General conditions

521

522

523

524

Only securities prescribed by the board within the limits of
the rules of the Credit Union shall be taken.

All securities taken will be registered.

A loan shal not be made solely on the strength of the
Security.

The general policy stated in Section 2.5 above shall apply to
loans, not withstanding the maximum repayment terms set
out in the Rules.
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5.3

5.4

| nsurance

All insurable securities taken shall be fully secured with the Credit
Union’ sinterest noted on the policy document.

Valuations of Securities

It is the policy of this Credit Union that the maximum amount of loan
that can be approved against security may not exceed the following
valuation of the security offered. (Vauation shall be based on the total of
the Credit Union loan together with any other form of loan to which this
Security is subject)

54.1

54.2

5.4.3

54.4

Real estate

Valuation shall be 75% of independent valuation received
(e.g. latest Vauation Department valuation or independent
Registered Vauers Report).

Motor vehicles

The security value for motor vehicles, motorbikes (where
considered) shall be deemed to be 60% of the CURRENT
TRADE vaue. Before valuing Chattel Security over motor
vehicle or motorbikes, checking must be made with the Land
Transportation Department/Office to ensure the reliability of
the security.

Life Palicies

Written evidence of the surrender value of a policy shall be
held with subsequent surrender values being obtained every 2
years.

Valuation shall be 90% of the most recent surrender value
obtained from the relevant insurance company.

Chattel Security Over Other Than Motor Vehicles.
Caravans and Boats

The Security value for Chattel Security taken over goods
other than motor vehicles, caravans or boats (e.g. sporting
equipment, tools, power equipment, household furnishings,
appliances) shall be deemed to be 25% of estimated realisable
value.
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5.5

Prepar ation/Registr ation of security documents

A solicitor shall undertake the preparation of all real estate securities and
any Chattel Security taken, as security shall be registered within 30 days.

6. SECURITIES

6.1

6.2

M ortgage (over real estate)

All loan approvals shall be conditional upon acceptance of valuation,
searches and certificates. In the event that the loan is required by way of
progress payments (in the case of house building, home improvements)
loan funds shall drawn down under the manager’'s approva on the
production of invoices, progress valuations etc.

Chattel Security

6.2.1

6.2.2

Maximum period

Where a Chattel Security is used to secure aloan and the [oan
is above the unsecured limit the maximum term of the loan
shall be as per Section 2.5 of this policy document.

However, no vehicle over 6 years old may be used to secure a
loan in excess of the unsecured limit.

NOTE. The Board have authority to alow vehicles over 6
years to be used as security for loans in excess of the
unsecured limit.

Proof of Title

This form of Security is recognised as the most common type
of security generally accepted by the Credit Union and as
such the taking of this form of security shall be undertaken
with the greatest of care.

A written valuation should be sought from a recognised
Valuation Company and submitted at the same time the loan
application is put forward for consideration. This will
establish the current trade value.

Vehicles should be owned freehold before considering them
as security and the Certificate of Registration (ownership
papers) lodged with the loan application.
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6.3

6.4

109

A check with the Land Transportation Department/Office
should always be undertaken to ensure that no other financial

party has an interest in the vehicle.

The vehicle must be comprehensively insured and advice that
the Credit Union has a financial interest in the vehicle must

be lodged with the insurance company at the point that
loan is disbursed.

6.2.3 Corpor ate Owner ship of Secured Property

the

Where the security to be taken is in the name of a firm or
company a name search and company’s title search must be
obtained and a copy of the Memorandum and Articles held in

order to ascertain the company’ s power to guarantee.
[ndemnities

Indemnities shall be signed in the presence of the Credit Union staff,

the

staff of another Credit Union or a solicitor. Each indemnifier must be
interviewed by the Credit Union staff (in person or by telephone) and
made fully aware of their obligations. A statement of financial position

is also to be taken and a credit reference check made.

An indemnity only covers the loan amount originally indemnified and
therefore a new indemnity shall be completed for each consolidated |oan.

Minors

No loan shall be made to a person under the age of 18 years unless a

suitable indemnifier supports the application over the age of 18 years.

INTEREST RATES

Interest Rates shall be as determined by the Board of Directors from time to time.

FUNDING

8.1

General

8.1.1 Completion of documentation

Loans shall only be funded after the approved agreement and

any appropriate securities have been executed.
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8.2

8.3

8.1.2 Third party cheques

When a loan is for the purpose of consolidation of debts or
the purchase of goods or services, the funding cheque shall be
drawn in favour of the third parties involved.

8.1.3 Signatories

All funding cheques shall bear two signatures.
8.14 Second loans

When a member, who has an existing loan is granted a
second loan (NOT an add-on loan), the loans shall be treated
as two distinctly separate loans and shall require individua
loan agreements with the following additional condition
attached to the second loan agreement. "The member hereby
agrees and acknowledges that this loan agreement is in
addition to and not in substitution for loan agreement number
dated the terms and conditions of which apply and remain
unchanged in respect of any loans granted to the member by
the Credit Union prior to this date".

8.1.5 Validity of approval

An approval of loan shall only remain valid for a period of 1
month unless alternative arrangements are made when the
member is informed of the initial approval. In any event an
approval shall lapse 3 months after approval date.

Costs

All costs associated with a loan (i.e. security preparation, registration
etc.) shal be borne by the member. On application by the member and
the approval of the approving authority these costs may form part of the
approved loan.

Funds flow

The manager shall maintain a daily cash flow record and will strictly
control loan funding in accordance with this record. In the event that
loan demand exceeds the XY Z Credit Union’s funds supply from time to
time, approved loans shall be ranked for funding according to the date the
application was received by the XYZ Credit Union, provided, however,
that loans to members suffering extreme financia hardship may be given
priority over thisranking.
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LINE OF CREDIT LOANS

9.1

9.2

9.3

9.4

9.5

9.6

L oan limit

The maximum loan, which may be made with, the prescribed security
shall be (Amount). The board may vary the upper limit where considered
desirable in accordance with the rules of the XY Z Credit Union.

The minimum loan limit shall be (Amount)

Unsecur ed line of credit loans

See limits specified above.

Secur ed line of credit loans

See limits specified above.

Aqgreed repayments

Line of credit loan limits are subject to review after 1 year, when afresh
application form may be required.

Repayments for line of credit loans shall be either:
e aminimum of 5% of approved limit per month; or

e such higher fixed monthly repayment amount as shall be determined
by agreement between the Trustees and the member.

Separ ate loans

An approved line of credit loan shall not affect the ability and eligibility
of membersto have other loan accounts with the XY Z Credit Union. The
requirements of the rules and current policies with regard to total
indebtedness will remain.

Minimum funding

The minimum value of any advance drawn on the line of credit |oan shall

be (amount)
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9.7

9.8

9.9

Applications

Upon receipt of an application all relevant details shall be entered in a
suitably styled register and given a loan number. Applications shall be
taken on the appropriate line of credit application form.

A credit reference check shall be obtained on all applications.

The member’ s financial standing shall be fully examined.

Loan Limit Review

The Credit Union shall constantly review the status of members who
continually maintain constant balances at the maximum available and
particular care shall be taken in approving requests for maximum loan
limits.

On annual review, if the member is consistently maintaining a set balance
level rather than operating the account on a fluctuating basis, then the
line of credit loan shall be converted to a"Term Loan" basis.

Drawings under line of credit

On approva of the line of credit facility, the member shall be supplied
with a voucher book for line of credit advances. As members wish to
make drawings against their facility the following procedure shall be
adopted:

9.9.1 A completed voucher form shall be lodged with the cashier
who shall authenticate the signature and verify that the
drawing is within the approved limit. Provided the
transaction is in order, the cashier shall process the advance
by use of the appropriate teller program.

9.9.2 Vouchers shall be filed with the day’ s work as appropriate.

9.9.3 Management shall monitor funding by the use of daily loans
funding report.

9.10 The XY Z Credit Union shall provide for delinquency at the
rate of 1.0% of advances drawn down in addition to the
normal prudential and statutory requirements.

The standard procedures of the collection policy are to be
followed.
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911 Reqgister

The following information isto be provided in the line of
credit register:

Surname and initials

Membership number

Line of credit number

Limit approved

Agreed repayment

Date approved

Limit increase approved to date increase approved
Agreed repayment

10. GENERAL

10.1 Per centage of long-term loans

Subject to board policy from time to time, long-term loans (with periods
of repayment greater than 60 months) may be granted, provided that the
total of al such long-term loans is limited to 30% of total loans
outstanding.

10.2 Reporting
The manager will report monthly to the board the following information:

No. and Amount of:

Funding during month.

e Approvals during the month.

e Approved loans awaiting disbursement
e (listindividual accountsover 1 month).
e Applications awaiting acceptance.

e Loansreected during the month.

¢ Non-standard approvals.
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10.3

Loan Administration and Monitoring Roles and Responsibilities
10.3.1. Board of Directors

a. Ensure that there is a clear communication of the
objectives set for the lending function and for the
reporting results, both positive and negative to the
members.

b. Assessing the risks associated with the type of lending
that the credit union is, or would like to be, involved in.

c. Review, approve and revise appropriate lending policies
that would ensure the granting of safe loans as well as
proper administration of the portfolio.

10.3.2. Credit Committee

a.  Assist employees to identify risks associated with the
current loan portfolio and report findings to the board.

b.  Minimize or reduce risks by ensuring that applications
are complete, followed by the appropriate level of
investigation and analysis.

10.3.3. L oan Officer

a  Complying with Board approved policies and
operational procedures.

b.  Providing timely follow-up and review of all loans.

c. Completing full applications, thorough investigations,
and anadysis on al loans. Either making
recommendations to the appropriate approva body or
approving loans based on the credit union policies and
following the 8C’s of credit.

d. Taking appropriate action in a timely fashion when
warranted.

10.3.4. General Manager

a. Design appropriate internal operational procedures to
implement the loan policy.

b. Ensure the appropriate reports are completed and
forwarded to the Board of Directors.

c. Review and control the internal loan process.
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Purpose:

1

LOAN CHARACTERISTICS

The purpose of this policy is to guide management on the process by which XY Z Credit
Union evaluates loans.

Term and M odes of Repayment

11

12

13.

14.

1.5

1.6.

The term of any loan should be based on factors such as. the life span of the
property offered as collateral, or the production cycle of agricultura
produce/products, or salary schedule of the member-borrower (whichever is
applicable)

The credit union should provide a table of maturity to provide the maximum term
for the different types of agricultural loans.

An amortization schedule synchronized with the salary schedule or revenue of the
member-borrower should a so be provided.

The modes of repayment may be daily, weekly, semi-monthly, quarterly, semi-
annually or yearly depending on the type of loan and the produce. Rather than a
lump sum payment, privilege and favour should be given to regular payments,
synchronizing it with the member-borrower’ s revenue. When lump sum payment is
the only solution, the regular payment of interest (ex. Monthly) until the maturity of
the loan, should be required. Of course, anytime a member-borrower is arriving
with alump sum payment, the primary should welcome payment.

Repayment of loans can be made in cash and/or checks, by transfer of funds from a
savings account, or by automatic, pre-authorized fund transfer from a savings
account in a bank or cooperative with proper authority therefore from the
borrower’ s/co-borrower’ s accounts.

Payments application follows:

M Miscellaneous advances (insurance, taxes, processing fees etc.), if any.
M Finesand penalties

M Interests

M Principa
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A suggested table of maturity for some types of agricultural loans based on gestation

period:
Poultry, Fish and Livestock Maximum Loan Term

1. Poultry: Broiler 90 days
2. Fish (depends on the breed of fish) 120 days
3. Poultry: Duck Raising 180 days
4. Livestock: Rabbit, birds 180 days
5. Livestock: Goats 210 days
6. Poultry: Duck Raising (Duck Egg Production — 4

months old stock 270 days
7. Poultry: Egg Production (ready to lay pullets) 360 days
8. Livestock: Beef (yearly stock), fattening 270-360 360 days

days (1.5 years old calf)
9. Hog Raising-fattening (2 months old stock) 360 days

A suggested table of maturity for other loan typesis asfollows:

Loan Types Maximum Loan Term
1. Appliance 360 days
2. Home Improvement 2 years maximum

For commercial loans, the maximum loan term may follow the inventory turnover
(cycle of business), taking into consideration the capitalization of the business, its cash
flow, paying track record, business prospects as well as the capacity of the member-
borrower to meet the amortization schedule.

Acquisition of durables (rea estate) and semi durables (motor vehicles) may be financed
by the cooperative provided that special attention is give to its expected life (depending
on its useful uses), potentials of the property as well as inflationary factors, as in the case
of real estate, when determining loan terms. The rules of collateral appraisal shall apply
in determining useful life (refer to Collateral Appraisal).

2. Acceptable Payments

21. Cash - currency is acceptable payment for loan obtained from the
cooperative borrowers. In applicable cased and if there is a board resolution
therefore, foreign monies may be accepted as payment for loans. The rate of
conversion shall be the lowest buying rate of three commercia banks in the place
of business of the cooperative. Extreme caution is to be exercised to prevent,
avoid being avictim of fake or fraudulent transactions.
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2.2. Checks

2.2.1.

2.2.2.

2.2.3.

2.24.

Checks may be accepted as payment for a borrower’s loan if the check is
personal, current dated, payable to the order of the credit union, not in
anybody’ s personal account or name. It is aways preferable to check with
the bank if the check is funded. The credit union should always ask the
bank to reserve or earmark the fund even if the bank is not obliged to do it.

Third-party checks shall not be accepted if the drawer is not known to the
cooperative, or to the collector/loan officer. The check, if accepted, shall
be current dated, drawn or issued to the order of the credit union.

Post-dated checks may not be accepted if paid for a current amortization.
However, it may be accepted if given for future loan amortization (s) not
less than seven (7) days period before due date(s).

Bounced check-upon receiving a bounced check, the primary’ s transaction
related to the loan must be reversed. The borrower is to pay the interest
from the maturity date of amortization. Within two (2) days from receipt
of the notice from the bank of a dishonoured check, the loan officer shall
make a written demand letter to the issuer/drawer of the check(s) to repay
the cooperative two to three days from receipt of the demand; otherwise,
legal action shall be taken against the drawer, issuer. After one bounced
check, the borrower is not alowed to pay in check anymore, only in cash.

2.3. Payment in Kind or Service

2.3.1.

2.3.2.

It is not the business of the cooperative to accept payment in kind. The
credit union should convince the borrower to sell the produce and pay
what s/he owes the credit union.

It could happen exceptionally that a borrower cannot pay otherwise than
with service. This practice should be discouraged unless it gives a red
service to the credit union. There are occasions where the borrower’s
service(s) may be needed and used by the credit union for its operation. In
this case, the credit union manager, in consultation with the Board of
Directors, may accept a payment through competent and experienced
service by a borrower, relative to his/her profession, business or field of
expertise. The price of said service must not be more than the prevailing
rate of similar or other professional servicesin the locality.
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2.4.

2.5.

2.6.

Payment of Loan Proceeds
The payment of the loan is governed by the following guidelines:

24.1. The Loan Officer must monitor the proper utilization of the borrowers
funds, and in case of diversion, the balance of the loan shall become
immediately due and demandable.

2.4.2. Officia receipts and/or certificate of ownership of the property acquired
by reason of the loan must be submitted to the credit union to show proof
of proper loan utilization.

2.4.3. When counterpart fund is required, the member-borrower must prove the
existence of a counterpart in one' s name before the loan isreleased. Proof
can take the form of official receipts and the like.

2.4.4. Documentation related to collateral must be signed in the presence of the
cooperative loan staff, notarized and registered expeditiously with the
appropriate government agency before the loan is released.

2.4.5. When the loan is for the purpose of purchase of appliance, equipment,
construction material, farm inputs, etc., the disbursement must be made in
the name of the member-borrower and the supplier or paid directly to the
supplier at the option of the credit union.

Interest Rates

All loans shall bear an interest based on prevailing commercial bank’s market
rates; but, sufficient to cover the cost of operation with a comfortable profit
margin.

M Theinterest rate on aloan represents the profitability of the cooperative
M Computation of interest shall be based on diminishing balance; however
payments are constant.

Service Fee

Service fee is a fraction of a percentage decided by the Board (usually not more
than 2% of the total amount loaned) charged for each new loan to cover processing
expenses of the loan. It does not cover expenses related with legal documentation
and notarization fees. The service fee shall be deducted from the loan proceed but
shall not form part of the loan.
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Restructured or extended loans shall be charged a service fee amounting to the
same percentage. Should service fee be waived, the approval of the Manager shall
be first secured.

2.7. Penaty

2.7.1. Penalty shall be charged starting on the first day following the missed
amortization payment

2.7.2. In case grace period is granted on missed amortization, penalty is charged
after the stipulated grace period.

2.7.3. The penalty rate shall be 3% per month on the amortization due at the
most; but, in no case shall be lower than the service fee charged;

2.7.4. Penalties may be waived upon authorization of the Manager.
2.8. Dedinquent Loans

Loan repayments much be done according with the pre-arranged repayment
schedule. Loans are considered delinquent when any amortization is not paid on due
date. When an account becomes delinquent, the outstanding balance of the loan becomes
immediately (if there is an acceleration or diversion clause in the promissory note) due
and demandable.
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Purpose:

LOAN PROCESS

The purpose of this policy is to guide management on the efficient process of loan
evaluation integrating capacity-based lending methodology as one of the keys to successful
credit management.

1. L oan Application Stage

11

12

13.

14.

1.5

Loan applications (Annex 1) are submitted to the Loan Officer together with the
supporting documents that include among others; identification paper, member’s
passbook as well as photocopies of ownership documents of collateral offered.
The Loan Officer determines the completeness of the data, signatures and
supporting documents as well as validates the member’s records to determine the
|loanable amount and possible loan term. Credit counselling is required and done
by the Loan officer, discussing purpose of the loan and repayment terms among
others, with the applicant.

The Loan Officer prepares an amortization schedule based on the interview
findings in accordance with the borrower’ s cash flow and repayment capacity. The
amortization schedule (Annex 2) is to be discussed and agreed upon by the
borrower/co-borrower in applicable case (s).

A preliminary analysis of the data collected and information gathered from the
member/borrower is done by the Loan Officer and the result of the analysis should
be duly signed by him/her. The analysis should include the following information:

M Willingness, knowledge, respect and undertaking to abide by the credit policies
of the credit union

M Loan limit

M Type of collateral

M Five C'sanaysis (capacity, character, capital, condition and collateral)

M Evauation by the loan officer of the loan application of the member-borrower

All loan applications, including Directors, Officers, Staff and Related Interest
(DOSRI) loan application shall undergo this loan processes; and shall include all
documentation required as follows:

M Application Form (Annex 1)

M Amortization Schedule (Annex 2)

M Sources of Income and Expenditures (Annex 3)

M Profit and Loss Statement or Sources of Investments (Annex 4)
M Statement of Assetsand Liabilities (Annex 5)

M Self-assessment Form (Annex 6)
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The above documents should be in the loan file. Further, the loan officer
should inform the member-borrower/co-borrower of the consequences of making
false declarations on the loan application and other documents.

2. Credit Investigation

2.1

2.2.

2.3.

After the loan application stage, the loan applicant and co-applicant shall
expressly agree to undergo credit investigation. The credit investigator visits the
loan applicant and co-applicant for validation of information supplied using the
tools required (Annex 8) to determine among others, the credit worthiness, paying
capability, capacity, condition of the applicant (s) or their business, and their
sources of funds and expenditures outlays (Annex 3).

The credit investigation must also cover the following areas:

Credit history with the credit union

Credit history with other creditors i.e community store, relatives, friends,
banks pawnshops, lending investor and the like;

Checking with the employer of the borrower

Investigation of the proof of financial capacity of the principal co-borrower as
to:

M Appraisal of the security offered using the collateral appraisal from (Annex 7)

NE [~NN

The credit investigation shall all be done within a period of not more than two (2)
days from date of application; and, by a well-trained, experienced credit
investigator. All information gathered shall form part of the borrower (s)’ loan
file.

3. L oan Evaluation

3.1.

3.2.

3.3.

34.

The loan application, with the accomplished credit investigation report (Annex 8)
are submitted to the loan officer, who in turn conducts the credit scoring interview
with the principal and co-principal borrower using the credit scoring questionnaire
(Annex 9) for submission to the Manager.

The loan application recommendation to grant or not must be made, and signed by
the Loan Officer submitted to the loan committee. The reason (s) for approva or
denial of the loan application must be stated.

All loan applications that passed the credit investigation and credit scoring
procedures are forwarded to the Manger for review, if needed. If no further review
is made and approval by the Manager, the same is forwarded to the accounting
department for appropriate actions.

Loan application that passed the screening process at the Manager's level are
returned to the Loan Officer with appropriate comments and recommendations.

(&)
() ASSOCIATION OF ASIAN OF CONFEDERATION OF CREDIT UNIONS



122 MANAGEMENT TOOLSFOR CREDIT UNION CREDIT MANAGEMENT

3.5.

3.6.

3.7.

3.8.

3.9.

4.1.

4.2.

4.3.

4.4,

The reason(s) for disapproval shall be stated. The information of loan denial and
the reasons must be relayed and discussed with the principal and co-principa
borrower(s) by the Loan Officer and/or Manager.

Loan applications that pass the Manager's scrutiny but are not within the
Manager’s approving authority are sent back to the credit committee for further
processing.

The loan applications within the approving authority of the credit committee and
which pass the evaluation and then approved, are forwarded to accounting for loan
voucher, check preparation. Loan applications that did not pass the re-screening
process are returned to the Loan Officer along with the Loan Evaluation form. The
form should again clearly state the reason(s) for disapproval and/or remedia
measures to be complied with when applicable, duly signed by the Credit
Committee Chairperson.

Loans that pass the screening of the credit committee but are beyond their approval
authority should be endorsed to the Board of Directors for further action.

Minutes of the credit committee meeting should provide information on loan
approvals (name of the member, amount granted etc.) and, the Board action on
loans.

For DOSRI loan applications, relatives of the loan applicant with the credit
committee, board or loan officer in the credit union must inhibit themselves from
the loan deliberation process.

Collateral Appraisal

All offered and acceptable collateral must undergo inspection and appraisal.

Appraisa may be conducted by the credit union’s in-house appraiser who must be
trained and experienced in the job; or, our source the job to a good, reputable
appraisal company for loans of substantial amount.

The general practice is outsourcing appraisal jobs for loans of considerable amount
and for real property collateral. For loans and collaterals of lesser value, appraisal
isdone by the credit union.

The loan value for real estate collateral shall not be more than 70% of the
conservative appraised value; it is 50% of the conservative appraised value for
movable property, which must not be more than three years (3) old.
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L oan Release

5.1.

5.2.

5.3.

5.4.

5.5.

5.6.

The Manager, the Credit Committee or the Board as the case maybe, within their
approving authority, shall approve al loans. Without such approval, aloan cannot
bereleased. A complete list of all approved loans shall be given to the manager.

Accounting prepares the disbursement documents for the Manager’'s signature.
After the manager signs the disbursement papers, the loan documents are returned
to the Loan Officer for filing; while the vouchers are forwarded to the Cashier.
M ortgage/pledge and other legal documents are then notarized and registered.

The Cashier disburses the loan proceeds to the borrower upon the latter’s signing
of the voucher and amortization schedule. Priority is given to emergency loans
because of the nature of the loan. The borrower is given copies of the amortization
schedule as well as promissory note and other pertinent documents.

One copy of the voucher is forwarded to the Loan Officer, serving as supporting
document for the disbursement of the loan. A copy is also provided to the posting
clerk for recording on the member’ s ledger.

All loan documents are filed in the individua member’s folder; except for the
original ownership papers of securities real or persona properties and the like,
which are kept in the cooperative' s vaullt.

Description of the collateral, registration number and other documents should be
included in the loan file, along with the proof of disbursement.

L oan Monitoring

6.1.

6.2.

After release of the loan, the collectors monitor the same as to its utilization. The
collectors visit each borrower and accomplish the loan utilization form (Annex 6).
The collectors are required to examine the officia receipt and/or inventory of goods
bought by reason of the loans. Another monitoring tool used in the monitoring visit
is the evaluation of the member-borrower’s business (Annex 11) to measure the
loan utilization.

Loan Officers monitor loan repayments by preparing the weekly target collection
list (Attachment 1). This document which is sorted by zone and due date shall
serve as basis for the collectors in prioritizing collection activities. Provisional
receipts may be issued for money received.

(&)
() ASSOCIATION OF ASIAN OF CONFEDERATION OF CREDIT UNIONS



124 MANAGEMENT TOOLSFOR CREDIT UNION CREDIT MANAGEMENT

6.3.

6.4.

6.5.

6.6.

Collections are recorded in the Schedule of Collections (Attachment 1), which is
submitted weekly by the collectors.

At the end of each week, the list of delinquent loans can be derived from the Target
Collection List. TheList of Delinquent Loans, isin turn forwarded to the loan clerk
for computation of fines and surcharges. These delinquency reports shall be
incorporated into the following week’s collection list.

On amonthly basis, the Loan Officer accomplishes the Schedule of Loan Releases
(Attachment 3), which in turn can be consolidated into quarterly and annual reports,
to be submitted to the Manager by the Loan Officer for monitoring purposes and to
serve as supporting document in the financial statements.

In addition, on a monthly basis, the Credit Committee should get a status report of
the delinquent loans from the Manager. An evaluation based on the criteria of each
delinquent loan should be provided to the Credit Committee. Recommendation for
the allowance for doubtful accounts should be evaluated.

(&)
() ASSOCIATION OF ASIAN OF CONFEDERATION OF CREDIT UNIONS



MANAGEMENT TOOLSFOR CREDIT UNION

CREDIT MANAGEMENT

Purpose:

LOAN DOCUMENTATION

125

The purpose of this policy is to guide management on the appropriate documentation of
loans granted to every member-borrower of the credit union.

1. General Conditions

1.6.

1.7.

1.8.

Loan records shal be maintained for all member-borrowers (as well as co-

borrowers) for the duration of the loan; and, for aslong as needed.

Credit files, being confidential records of members, must adhere to strict

confidentiality, usage, and control.

The effective maintenance of credit records or files for all the member-borrowers
must be one of the principal tasks of the credit union for good and efficient

management information system.

2. Documentsbefore Loan Approval

2.9.

2.10.
211
2.12.
2.13.
2.14.
2.15.
2.16.
2.17.
2.18.
2.19.
2.20.
2.21.
2.22.
2.23.

Application Form completed and signed by the member-borrower
Details of the project

Audited financial statements of the previous year/s

Income tax return

Repayment history or performance

Credit investigation reports

Proof of Income

Collateral documents

Appraisa of collatera

Loan officer’ sreport or interview of member-borrower
Evaluation report of the loan officer and Manager
Recommendation of the Loan officer and Manager

Decision of the Credit Committee and/or Board of Directors

All other documentation that may be required by the credit union
Certification of non-delinquent tax payment

3. Documents after the Approval

3.10.
3.11.
3.12.
3.13.
3.14.
3.15.
3.16.

Amortization (Repayment) schedule

Loan contract

Legal documents for collateral

Promissory Notes

Deeds of assignment, if applicable

Chattel/Real Estate mortgage

All other documentation that maybe required by the credit union
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CREDIT INVESTIGATION

Purpose:

The purpose of this policy is to guide management on the process by which XY Z Credit
Union evaluates loans.

1. Fied Investigation

All loan applications must undergo credit investigation to determine trustworthiness of the
loan applicant as well as the co-applicant (in applicable cases). A copy of athorough
investigation report must be retained in the member-borrower’ sfile. The loan officer obtains the
necessary credit information from loan application of the principal and the co-borrower’s, which
among others, must have the:

¢ Name of applying borrower/co-borrower in applicable cases
e Amount of initial loan and outstanding balance

Other information:

Name of employer

Monthly grossincome

Project purpose/description of the project
Total expenditures

Net disposable income

From the information gathered during the loan application process, the loan officer
provides the credit investigator with the information, which must be verified.

2. Factorsto be checked

The criteriafor granting loans are the five (5) C' s of credit: capacity, character, condition,
collateral and capital, which are to be measured using the Credit Rating Form.

2.1. Capacity — This refers to the member-borrower’s proven capability to repay the
loan on the agreed terms: i.e. size of amortization and frequency of payments.
This information is derived by computing the net disposable income of the
member-borrower. As a basic rule, the repayment terms should coincide with the
member’s cash flow, which could be daily, weekly, semi-monthly or monthly.
When the payment is quarterly, semi-annually or annualy, the member-borrower
should nonetheless be required to make monthly interest payments on the loan.
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2.2.

2.3.

2.4.

In determining the capacity of the member-borrower/co-borrower to pay, the
following are taken into consideration:

e Total monthly amortization of the debt

e Total debts of the member-borrower or co-borrower in applicable cases
(inclusive of debts to the cooperative as well as from other sources)

e Tangible asset value and their appraised value including share capital

e Regular savings and share capital accumulation

e Good credit record with cooperative, neighbourhood stores, relatives, friends
and other lending institutions

Character- This refers to integrity, credibility, trustworthiness of the member-
borrower and or the co-borrower in applicable cased, which among others, pertains
to one's persona honesty, dealings, reputation within one's residence,
neighbourhood and organization and/or other affiliations one is a member of.
Relatives, friends, must be checked. Character indicates the stability of the
member-borrower as to higher investment. Thisisindicated by the following:

e Good record of loan repayment with the credit union

e Good record of loan repayment with other institutions (stores, banks, relatives,
etc.)

e Good reputation in the neighbourhood, work, organizations etc.

e Regular savings habit.

Capital —this refers to the regular, consistent amount of savings or contributions
made by the member-borrower (or his/her co-borrower) in the credit union and
other institutions, which leads to the build-up of financial, material resources.

Collateral- this refers to any personal or movable asset, as well as rea or
immovable asset owned by the member-borrower in his’lher name that is offered as
security for aloan. It could also be a personal or real property owned by a third
person, which is offered by this third party as security for the loan. All loans
should be collateralized, with the share capital as the minimum security.

The following are collaterals that can be accepted as |oan security for mortgage or
chattel mortgage:

2.4.1. Real property (mortgage) — al rea estate offered collaterals shall carefully
be inspected, appraised and the mortgage lien annotated on the title. The
maximum amount of the loan to be granted shall not be more than 70% of
the conservative appraised value.

Required documents:

M Land title (origina or transfer certificate of title, tax declaration if
untitled land

M Certification from the Registry of Deed that property has no lien
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24.2.

24.3.

24.4.
24.5.
24.6.

24.7.

24.8.

M Current redty tax payment receipt and certificate of non-tax
delinquency

M Registration of the mortgage with the Registry of Deeds, Tax

declaration annotated with the Assessor’s office of the Municipality

where the property islocated

Appraisa report

L ocation map

Building plan

Insurance

Real estate mortgage document

NANNRN

Personal property (Chattel Mortgage)-movable properties, equipment,
inventories, jewellery, motor vehicles, etc.

The amount of the loan shall not be more than 50% of the appraised value
of the chattel. The chattel must not be more than three (3) yearsold.

Documents Required:

M Certificate of ownership

M Registration of ownership with the appropriate government agency
M Deed of sale

M List of equipment, machinery and/or inventories

Certificate of time or money market deposit in banks (or with the credit
union) with a deed of assignment executed by the borrower and duly
endorsed by the bank or credit union.

Assignment of deposit with the cooperative

Pledge of personal property

deed of assignment of salaries of the member-borrower and/or the co-
borrower from their employer with the corresponding authority to collect
and apply the same to the loan obtained from the credit union.

Co-maker (s) are limited to co-make a maximum of two (2) loans. The
co-maker(s) are equally liable for the loan should there be a failure in
repayment. Before a co-maker is accepted, investigation of his/her
financial capacity must be conducted. A member can only co-make two
loan at atime; and, a borrower cannot co-make aloan of his/her co-maker.

Documents required:
M Deed of assignment
M Promissory note

M Loan application with co-maker’s signature

The signature(s) of the spouse(s) of the principal and co-principa
applicants must always be present on the loan application form as well as
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24.9.

on the promissory note and other pertinent, relevant accessory contract;
and signed in the present of the loan officer, notary public except in
applicable case(s) when fully secured by savings deposits, time deposits
and share capital, as long as these deposits are not jointly owned.

Generally, tax declaration for untitled land is not acceptable as a basis for
granting real estate loan; except, when the real property offered is proven
not yet under the torrens title system (titles issue through the Registry of
Deeds); and/or if the loan applicant belongs to the indigenous people's
groups of the locality and no other document of ownership can be
supplied. In such cases, other acceptable collaterals must be required of
the member-borrower, or the decision would depend on the cooperative
rules and regulations and the board authorization and or decision.

Collateral shall not be the primary consideration in deciding to grant a
loan. It does not reduce the risk of the member-borrower to default on
his’/her loan. It is used only to add value to the loan application when the
decision to grant the loan has been made based on the repayment capacity
of the member-borrower.

2.5. Condition-refers to external factors affecting the socioeconomic circumstances of
the loan applicant and the loan. These factors are:

M Legality of the proposed project
M Environmental soundness of the project
M Appropriateness of the business in relation with the climatic conditions
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Purpose:

COLLECTION AND DELINQUENCY POLICY

The purpose of this policy isto ensure quality loan portfolio.

Objectives:

The basic objectives behind establishing collection policy are as follows:

a)

b)
c)

d)

€)

To provide all staff involved in collection of a concrete guidelines to follow for every
circumstance

To ensure that collection techniques do not vary from one individual to another.

To warrant that every endeavor is made in the first instance to assist members who
are unable to meet their obligation to XY Z Credit Union.

To assure that collection procedures are instituted immediately and firmly after an
effort has been made to assist member and the member has not responded

To guide the management to be diligent in the collection and recovery of the loans it
makes to insure not only the safety and soundness of the XY Z Credit Union, but to
protect all membersin good standing.

1. Responsibility of Collection

1.1

12

Centralization of collection should be made through the Collection Department or
Loan Department to:

1.1.1. Allow even distribution of workload on delinquent accounts to the collection
staff. The workload will be distributed either by account number, area or
aphabeticaly.

1.1.2. The Collection Manager will be able to evaluate and consult with all the
collection staff on an individual basis. Thiswill allow a more comprehensive
performance evaluation and better access for consultation and training
regarding collection matters, policies and procedures.

1.1.3. Insure compliance with the policy.

The individual responsibilities of the XYZ Credit Union’s collection personnel and
management are as follows:

1.2.1. The General Manager shall be responsible for seeing that the Collection
Department follows the rules, practices and procedures set forth in this Policy;
that this Policy is periodically reviewed and updated or amended; and that the
Collection Department provides all reports when required.
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1.2.2. The Collection Manager shal be responsible for overseeing the day-to-day
operations of the Collection Department; insuring that al personnel comply
with the rules, practices, procedures and code of conduct set forth in this
policy; insuring any reports by the Collection Department are provided when
required; and for allocating work assignments to other Collection Department
personnel.

1.2.3. Collection Officers shall be responsible for undertaking the collection
practices and procedures set forth in this Policy. Collection Officers shall
report to the Collection Manager; be familiar with this Policy; and conduct
themselves pursuant to the rules and code of conduct set forth in this Policy
and other Credit Union guidelines.

1.3. Training. The collection staff shall be provided comprehensive and appropriate
internal and external training to insure compliance with this Policy, applicable laws
and regulations, and an effective working knowledge of approved collection
techniques, which shall be reviewed and updated periodically. The Collection
Manager shall be responsible for insuring all collection staff receives necessary and
continuing training.

. Code of Conduct

2.1.  All applicable country laws will be complied with.

2.2.  Deceptive collection practices will not be tolerated.

2.3. Harassing and abusive tactics are unacceptable and the use of such isthe ground for
immediate dismissal.

2.4.  All members are to be treated with respect and understanding on all occasions. When
contacted you should always thank the member for their time.

25. Collectors, in their dealings with members and the public, must always conduct
themselves in a professional and businesslike manner.  Cooperation and
understanding, coupled with a straightforward business approach to collection
procedures must be followed. Only forms approved by the Credit Union will be used.

2.6. All employees are expected to know and understand the contents of the Policy and

Procedures Manual and may be required to sign a statement indicating such
knowledge and understanding. Employees are subject to immediate dismissal for
knowingly refusing to follow such policies and procedures.
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3. Delinquency-Collection Timetable

Days
Delinquent Action Follow-Up
1-7 Grace Period None
Within 7 First Noticeto be sent “A Reminder” The Loan department/unit will generate
days delinquency notice.
15 Second Notice to be sent “Have you | The Loan Department/Unit again will
Forgotten?”. If payment is not made within | generate the second letter encouraging the
15 days after the initial telephone call or | borrower to bring the account up to date.
reminder letter, a second contact with be | Penadlties imposed for late payment, and
made through letter and telephone. future collection efforts are detailed in this
letter.
The delinguent loan will be entered on the | The Loan Department/Unit enters the total
30 delinquency schedule. loan balance in the delinquency schedule
classification of 1-12 month delinquent.
The collection staff will follow-up. Direct
contact is made with the member.
Third Notice sent “May we have your Past- | Delinquent member is given 20 days from
30 Due Payment?” to member. Copy of the | date of mailing to clear account. Verba
letter is also sent to guarantor. follow-up contact continues at least every
other day, until the delinquency is
resolved.

After 30 * The Genera Manager/Credit Committee | The Loan Department/Unit shall determine
may take appropriate action under this Policy | appropriate action under this policy.
including repossession, and other collection
action including filing of legal case.

After 45 days | Issue the final notice “This is your final | The Collector with the  Credit
chance” And Meet the member and | Committee/Manager meets the member to
guarantor. find out the problems. At this point there

should be repayment arrangement agreed
upon.
= Every loan that is 2 or more month| = The Loan Department/Unit shall
60-90 delinquent shall be addressed at the identify potential losses (i.e. charge-

Monthly Board Meeting
= A forma workout agreement made
between Credit Union and Member

At this stage, lega action should begin.
When no security is held, legal action to
recover the loan balance shall commence on
any account when no acceptable installment
arrangement has been made. In specia
circumstance, for example, if a member has
falled to respond, action may be taken
earlier.

offdpotential  recovery based on
member’s collateral) to ensure proper
valuation is reported to management
and Board of Directors.

= The Loan Department/Committee/
Manager recommends the forma
workout agreement according to the

policy.
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Days

Delinquent Action Follow-Up

After 90 days | Turn over account to attorney or collection | Lawsuit, claim and delivery, foreclosure

agent, if any. and further collection efforts.

365 days If loan has not been repaid, loan charge-off | The  collection  department  makes

should be considered. recommendation through the manager on

policy.

*Note: Repossession or other appropriate action may be taken earlier when necessary to
protect collateral in accordance with this Policy and applicable law.

4. Priority Collection Activity

The Collection Department will prioritize its collection efforts and follow the practices set
forth in this Policy. XYZ Credit Union has established the following priorities for collection
actions:

4.1.

4.2.

4.3.

First Payment Defaults A default on a member’s first payment should be resolved
quickly to protect the XY Z Credit Union and any collateral securing the loan. Such a
default may merely reflect an error or misunderstanding by the member, which should
be quickly resolved to insure that such defaults do not continue. On the other hand,
such defaults may indicate bad faith or fraud by a member who has no intention of
repayment. Such cases should be resolved immediately and legal and/or repossession
action should be quickly undertaken.

Term Loans. The first accounts, which should be looked at, are term loans i.e.
farmers loans, which will be paid after harvest time. The originating loan officer
should note on hig’her calendar to check the note a few days after the due date. A
timely telephone call or short reminder notice prior to the due date usually avoid the
account to become delinquent.

L oan Paid out of Payroll/Payroll Deduction Loans. The collector should determine
which loan accounts are paid by payroll deduction or salary received. If this accounts
become delinquent there is a possibility that member is no longer working or on
medical or vacation leave without pay. Chances are if amember is not getting paid it
will be very difficult for him/her to make a payment. The collector should work with
the member in any way possible keeping in mind that the obligations are to the Credit
Union as a whole and strict adherence to al policies, including the Credit Union’s
extension/renewal policy, is required. The member should be contacted to arrange a
payment schedule. At the same time, the files should be updated, getting the name of
the member’s new employer, as well as new address, phone numbers and the name of
the nearest relative.
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4.4.

Loansother Than the Above.

a

b.

Early contact from loan officer is necessary to let member know that the account
is closely monitored.

Always initially approach each member with the idea that they are honest and
truthful. Do not convey ideas to the member that XY Z Credit Union does not
trust the member or he/she may become defensive and difficult to work with.
Once a contact is made with the member, give him/her a date by which the
payment will need to be made.

Always give the member an aternative if possible. For example, state that “the
payment needs to be made by the 10" of the month or contact XY Z Credit Union
to work out some repayment arrangement.”

If a member promises to make a payment by a certain date, be sure this is
documented, and follow-up is made thereafter.

If commitment is not met, a constant eye should be kept on the value and
condition of the collateral, if there is any. Oftentimes, collatera will be
depreciating while the loan pay-offsisincreasing asinterest is added.

If the loan becomes over 60 days delinguent, more serious action should be taken.
Legal action may be required.

The above suggested order of attention to collection efforts basically pertains to
delinquencies that are 15-30 days past due. If an account proceeds past that initial
stage, continuous monitoring of the account is necessary. Do not just look at the
“problem” account after each new delinquent list is received. Weekly or daily
review is sometimes necessary once an account becomes two or more payments
past due.

5. Installment Arrangement (Renegotiation of L oans)

5.1.

5.2

Only

the CEO/General Manager or designated officer is authorized to make installment

arrangements.

The following guidelines shall be observed in making the arrangement.

5.2.1.

5.2.2.

If the installment arrangement is less than the agreed repayment rate specified
on the loan agreement the arrangement shall be:

» Reviewed after aperiod of 6 months.
= Ratified by the Board of Directorsif approved under delegated authority.

A monitor is to be placed with the relevant credit reference authority for
notification of any inquiries or defaults. The monitor is to be removed on
completion of aperiod after acomplete review of the member’ s performance.
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5.3.

5.4.

5.5.

5.2.3. The member shall be informed in writing of the conditions of the arrangement,
insisting that the loan will revert to the original contract should the arrangement
be breached. The member shall sign a copy of the letter in acknowledgement of
acceptance of the conditions specified. The copy shall be held by the Credit
Union.

5.2.4. Complete a“Compromise Loan Agreement”.

When conditions of an arrangement are not fully met within 7 calendar days of the
specia date, the account shall be deemed to be in breach of the arrangement, and
proceedings for the collection of the loan shall commence.

The General Manager may declare an account current and vary the agreed repayment
rateif an installment arrangement has been maintained for a period of 6 months or more
provided that the term of the rearrangement did not exceed the maximum permissible
term within the limitations of the Credit Union’s rules from the date of the original
agreement.

Under no circumstances should the installment arrangement be taken into consideration
for the purposes of calculating the arrears position until such time as conditions in 5.4.
have been met.

. Charge-Off Loans against Allowance for L oan L 0sses

6.1.

Uncollectible debts are charged-off monthly, however, attempts will still be made to
collect these bad debts. The Management should recommend to the Board the
following types of loans be charged-off as they occur:

6.1.1. Any loan where the borrower cannot be located. In other words, there has been
no contact for 90 days and the borrower is deemed a “skip.” It isimportant to
document al contacts.

6.1.2. Any loan that is twelve (12) months delinquent and no payments have been
received for three (3) consecutive months, unless otherwise approved by either
the CEO/Genera Manager or the Collection Manager.

6.1.3. Any loan that has been assigned to a collection agency or attorney.

6.1.4. Any loan that is not secured (collateral or otherwise), and upon which no
payment has been received for twelve (12) consecutive months.

6.1.5. Any deficiency balance on a loan upon which no payment has been received
and no possible course of action appears to be feasible or warranted.
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7.

6.2.

6.3.

6.4.

6.5.

6.1.6. Any loan determined to be uncollectible regardiess of the number of month
delinquent.

Any loan meeting the above criteria that is not expected from charge-off by the Board
of Directors should have the reason for not being charged-off noted in the Board of
Directors' minutes.

Charging-off a loan does not mean that the accounts should be forgotten. The loan is
still an asset of the Credit Union even though it is not so reflect on the books because of
its doubtful value.

The mgjority of the charged-off loans (except bankruptcies) should be assigned to a
collection agency or other legal means of collection upon charge-off authorization.

Charged-off loans should be reviewed from time to time (including those loans
assigned to a collection agency for assessing outside efforts for possible recoveries) to
determine whether there is a change in the payment ability of the borrower or other
party responsible.

Asset Valuation Allowance

7.1.

7.2.

7.3.

XYZ Credit Union should determine an adequate and reasonable Allowance for Loan
Losses (ALL), which must result in the fair representation of the financial statementsin
accordance with the Generally Accepted Accounting Principles (GAAP), and thereby
meet the requirements for full and fair disclosure.

The following provision for Allowance for Loan Losses should be calculated as
follows:

a. 35% for loans delinquent for one month to 12 months
b. 100% for loans delinquent for more than one year

For interim assessments of provision requirements (i.e. between annual balance dates) a
provision of 1% of loan funding made during the month shall be added to the provision
account. The assessment under a and b must be made if the calculation is greater than
adding of 1% of loan funding to the provision. The provision should be increased to
meet the assessed requirement.

External Collection Agents (option)

The XYZ Credit Union collection agent will be

The CEO/General Manager or his/her nominee shall be the authorized officer in relation to
any court actions instituted by XY Z Credit Union to recover loan outstanding.
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9. AccountsPaid in Advance
9.1. Unless prior arrangements are made, no member should be allowed to prepay a loan
account, and thereby suspend repayments, by more than 90 days. An arrangement to
repay a loan account on this basis shall only be made on a written request from the
member.

9.2. The CEO/General Manager shall report to the Board of Directors on a quarterly basis
all accounts paid more than 90 days in advance.

10. Other Creditsto Loan Accounts

Payment received, as a credit to aloan account shall not be deemed to be repayment of
arrears in the following circumstances:

10.1. The payment was made by cheque, which was subsequently dishonoured; or

10.2. The payment represented the proceeds of voluntary (part/full discharge) or enforced
realization of security either as part or full discharge of the loan account.

11. Reports

Management should submit Monthly Report of Delinquency to the Board.

A Reminder!

Member:

Have you overlooked your payment? Account No:

If so XYZ CU will appreciate receiving
your payment Amount Due:

Date Due:

General Manager
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Have you forgotten!

Member:

Your payment has not been received. Account No:

We trust thisis an oversight and would
appreciate prompt payment. Amount Due:

Date Due:

General Manager

May we have your past due payment?

Member:

We have not received the loan repayment ~ Account No:

We trust that you will settle the account
within 20 days upon receipt of this notice Amount Due:

Date Due:

General Manager
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This is your final chance!

Member:

Please send your loan repayment. Account No:

We will resort to legal action if
payment is not received within 10 days Amount Due:

of receipt of this notice.
Date Due:

General Manager
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CHARGE-OFF POLICY

Purpose:
The purpose of this policy follows:

a) To ensurethetimely recognition of losses and adjustment for non performing assets,

b) To provide full and fair disclosure of statutory reserves on the financial statements;

c) To provide guidance for staff preparation of recommendations to the board of directors
for charge-off action.

1. Process

1.1 Every month, XY Z Credit Union management will prepare for the board of directors a
written report of loans and deposit items recommended for charge-off.

1.2 Prior to the submission to the board, each account will be review by the Credit
Committee. This report will be presented to the board as part of the regular monthly
board package.

1.3 Action of the board will be recorded in the board meeting minutes and charged-off
loans and deposit items will become a permanent attachment to the minutes.

2. Requirements

2.1. A loan or deposit item that reaches any status listed here should be referred to the board
of directors and recommended for charge-off:

21.1. The member/borrower(s), including co maker(s) or co signer(s), has filed for
bankruptcy or insolvent (according to each country law).

2.1.2. The borrower(s) is deceased and there is little or no likelihood or recovery
from the estate or it has been determined that no estate will be opened. In the
event an estate is opened, the collection staff will ensure that the estate has
been properly and appropriately notified of the existence of the obligation and
will file a claim with the appropriate probate court.

21.3. The loan is a deficiency balance from the sae of collateral and the
borrower(s) has indicated unwillingness to make further payments.

2.1.4. Theloan balance has been assigned to a collection agency or outside attorney.
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2.15.

2.16.

2.1.7.

2.18.

2.1.9.

2.1.10.

2111

The loan is 180 days or more delinquent, unless one or more of the following
conditions exist:

a) The borrower is making monthly payments of at least 66% of the
contractual payment, but cannot qualify for refinancing or re-aging by the
credit union.

b) The credit union or the member is writing for settlement of a documented
insurance/bond claim.

c) The borrower is deceased and the credit union has substantial reason to
expect settlement from the estate, co makers, guarantors, or relatives.

d) The credit union is waiting for the proceeds from the sale of repossessed
collateral.

The loan has been determined to be uncollectible by the Collection
Manager/Loan Officer regardless of the number of months delinquent.

The borrower(s) is determined to be a “skip” and the credit union has been
unable to establish any contact with the borrower(s) for ninety (90) days.

All collection attempts on returned checks have failed.
All collection attempts on an overdrawn account have failed.
Fraud has been committed, and there is no realistic chance of recovery.

Should the board not approve any recommended charge-off, the action and
reason(s) will be noted in the meeting.

3. Post-Charge-Off Activity

3.1. Charging off a loan or deposit balance does not mean that the account should be
forgotten. The debt is still an asset of the credit union, although, because of its doubtful
value, it isnot so reflected on the books. Charge-off debts (except bankruptcies) should
be assigned to a collection agency, a collection attorney, or the credit union staff
attorney.

3.2. Charge-off debts should be reviewed from time to time (including those debts assigned
to a collection agency or outside attorney) to determine whether any changes in the
circumstances of the borrower or other party responsible for payment might make
recovery possible.
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4. Other Procedures

4.1.

4.2.

4.3.

4.4,

4.5.

4.6.

4.7.

Prior to recommending an account for charge-off, collection department staff will
transfer to the loan all shares and savings legally available for transfer.

If a member has caused a loss to the credit union, services to that member will be
restricted.

The Head of the Loan Department/Operations will receive a report of al loans
approved for charge-off. The latter with the appropriate staff of the Loans Department
will carry out review of the certain charge-off loan files.

The interna auditor/audit committee will review the posting of all newly charge-off
loans to the Charge-off Account, an off balance sheet record.

The collection department will maintain records of delinquent and charge-off loans as
directed. A profile of charged-off loans will be reported monthly to the board.

The collection department will review other account relationships that a delinquent or
charged-off borrower may have with the credit union.

The collection department will prepare a report of loans recommended for charge-off
each month for review by the President/Chairperson and the Legal Counsel.

5. Settling Charge-off Account

5.1.

5.2.

5.3.

5.4.

When attempting to collect on a charge-off account, a collection representative strives
to collect the principal and accumulated interest.

When a member approaches a collection representative to settle a charge-off, the
proposal should be communicated to the collection department manager and legal
counsel. At the time, it will be decided if the amount offered by the member is
acceptable as payment in full.

A member who has repaid in full the loss incurred by the credit union on an account
may be eligible to reopen a share account and regain full membership status. In such
case, credit bureau is informed to reflect the payment in full and remove the charged-
off status on the account.

If the amount of the settlement is not acceptable, the collection representative will
communicate with the member in an attempt to obtain a just and full repayment of
both the principal and interest.
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6. Denial of Services

It is the policy of XYZ Credit Union to deny credit and other financial services to those
members who have caused the credit union to incur a loss of any sort, and who have not
voluntarily repaid the loss or are not in the process of voluntary repaying the loss. This policy
appliesto al losses, whether the loss was by bankruptcy or otherwise.
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Purpose:

FORECLOSURE POLICY

The purpose of this policy is to guide management on the process by which XYZ Credit
Union terminates a member’s right to possession of mortgaged real property due to default;
obtaining legal and physical possession of the property so that it can be sold to satisfy the debt.

4. Procedures

The board of directors has set the following foreclosure process:

11

12

13.

14.

1.5

1.6.

1.7.

Generally, al real estate loans are recommended for foreclosure at month-end after the
loan is three payments past due.

The process will be initiated at the recommendation of the collector working on the
account.

The recommendation and file will be forwarded to the collection department manager
for review.

The review will verify that:

1.4.1. Collection efforts were adequate and were documented accurately.

1.4.2.  All effortsto successfully resolve the default failed.

1.43. Themember has not filed for bankruptcy.

1.4.4. Thereareno legal restrictionsto prevent foreclosure.

1.45. The accounting for payments by the member is accurate and has no
unresolved disputes.

1.46. A drive-by appraisa of the property by an approved appraiser has been
requested.

The collection department manager, finding the foreclosure recommendation
warranted, will present the case to the Legal Counsel and General Manager.

The Legal Counsel and General Manager will review the recommendation and approve
the commencement of foreclosure or refer the file back to the collection department
manager for additional work.

If foreclosure is approved, the Legal Counsel will take over the file and begin the
foreclosure process. The Legal Counsel will work closely with the collection
department manager during the process in the event an acceptable remedy to
foreclosure is found before the sale of the property. While the Legal Counsel will
handle most foreclosures, in the event an outside attorney is retained, file
documentation will be delivered to that attorney.
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1.8. The attorney will handle the legal process in the country in which the property is
located. The attorney will:

1.8.1. Notify the member that the foreclosure process has begun.

1.8.2. Review the title to the property and notify subsequent lien holders of the
impending sale.

1.8.3. Select the date and time of sale.

1.8.4. Advertise the property for sale in the local newspaper for three to four
consecutive weeks.

1.85. Represent the credit union at the sale proceedings.

1.8.6. Complete the necessary paperwork to give clear title to the credit union.

1.9. At the foreclosure sale, the foreclosing attorney will place the first bid on the property.
That bid will include the:

19.1. Principa balance of the loan;

1.9.2. Interest and late charges due to date of sale;

19.3. Expense for maintenance, insurance, taxes, and other costs incurred in
preserving the property value;

1.9.4. Expensesof theforeclosure sale;

1.95. Unpaid escrow items.

1.10. The sale will be held in accordance with the country law.

1.11. The collection department manager will set up an account with the accounting
department to record costs associated with the foreclosed property. If the credit union
is the successful bidder, the member’ s loans account will be credited for the amount of
the principal balance and the General Ledger Foreclosed Properties account will be
debited with a corresponding entry.

1.12. The collection department manager will oversee maintenance of the property and make
every effort to sell it for a fair, equitable price that will result in no loss to the credit
union.

5. Post Foreclosur e Process

2.6. Oncethe attorney has recorded the foreclosure deed, a notice to vacate the property
must be sent to the mortgagors. If the mortgagors do not vacate the premises
within the ten-day period, the account will be referred back to the attorney to
initiate an abetment action.

2.7. Once the property has been vacated, the collection department manager should
physicaly inspect the property for an initial assessment. As soon as possible, a
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2.8.

2.9.

2.10.

2.11.

locksmith should be hired to change the locks and take other appropriate action to
secure the premises.

If furniture or other personal belongings of the former mortgagors remains on the
premises, the collection department manager should take steps to have the items
removed.

If necessary arrangements should be made for the upkeep of the lawn aswell asthe
interior. The Legal counsel must approve repairs needed to bring the property into
a sellable condition.

The collection department manager should have a post-foreclosure appraisal
performed by alicensed appraiser to determine the value of the property.

Once the appraisal has been received, the account should be reviewed to determine
if awrite-down is necessary.

6. Alternativeto Foreclosure

In some cases, XY Z Credit Union may choose to accept a deed from the member instead
of foreclosing. The most important aspect of accepting a deed in lieu of foreclosure is
that is has to be a voluntary conveyance. Credit Union staff should never propose this
solution to the member. Every case should be judged individually, and a title attorney
should be consulted for help with the evaluation. Any offer to accept a deed in lieu of
foreclosure must be approve by the Chairperson and General Manager. The basic process

is:

3.1

3.2.

3.3.

34.

Perform a physical inspection of the property and record obvious deficiencies. A
“full” appraisal may also be required.

Order an updated title search in order to find possible superior, secondary and tax
liens. Determine the position of the credit union’slien.

Perform a financial analysis of total costs required to obtain clear title, and
probable losses or gains.

If analysis of the case indicates a deed in lieu of foreclosure is an acceptable
remedy, the credit union’s attorney will prepare the necessary documents for the
member to sign over the property.
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7. Disposal of Foreclosed Properties

4.1.

4.2.

4.3.

4.4,

4.5,

4.6.

Disposals of foreclosed properties financed by XY Z Credit Union are processed
much the same as its regular properties.

All foreclosed property should be placed for sale at the earliest possible
opportunity.

XYZ Credit Union will attempt to market the property without the assistance of a
real estate agent where possible. The collection department will use appropriate
means to advertise the property to the membership and the genera public.

If the property cannot be sold within a reasonable time, a knowledgeable real
estate agent should be engaged to market the property. The Chairperson/Genera
Manager must approve Sale of all foreclosed property.

Potential purchases should submit in writing on a standard real estate sales
contract. The bid should include the purchase price and any conditions requested
by the purchases. The bid should be accompanied by earnest money in an amount
that equals per sales price.

Once abid is accepted, awritten sales contract must be executed by the buyer and
signed by the Chairperson/General Manager. The sales contract will contain the
sales price, the conditions and contingencies of the sale, a tentative closing date,
and an agreement on the alocation of closing costs.
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Report 1: Daily/Weekly Collection Monitoring Report

COLLECTOR | AREA:
FOR THE PERIOD COVERING:
Account Name Date Account to be collected Collected Variance | Ref. No. Date Remarks
Due during the period duringthe (OR) | Collecte
Princip | Interest | Total period d
al , amount
Penaltie due
S,
others

Total Target Collection

Prepared by: Date:

Checked by: Date:
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Report 2: Aging of Loans

For the month ending

Aging of Loans

Account name | Amount Date Maturity | Modeof | Current 1-12 >12 Loanin Remarks
of Loan | Released Date payment months months | Litigation
past due | past due
Total
Prepared by: Date
Noted by:

Bookkeeper Date
Checked by: Date: Manager

Accountant

@
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AGING SUMMARY

Ageof Loan Number of L oans Outstanding Balance
Male Female Total

Remarks

Current

1-12 months past
due

>12 months past
due

Loaninlitigation

Total
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Report 3: Schedule of Loan Releases
SCHEDULE OF LOAN RELEASES
FOR THE MONTH ENDING:
Account Name Amount of Loan Type | Date Released Reference Maturity Date Remarks
L oan
Total N/A N/A N/A N/A
Prepared by: Date
Noted by:
Bookkeeper Date
Checked by: Date: Manager
Accountant

@
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Report 4: Schedule of Restructured L oans

SCHEDULE OF RESTRUCTURED LOANS
FOR THE MONTH ENDING:

Account Name Amount of Amount Loan Type | Date Released Ref. No. Maturity Date
Loan Restructured
Restructured
Tota N/A N/A N/A N/A
Prepared by: Date
Bookkeeper Noted by:
Checked by: Date: Date
Accountant Manager

@
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Report 5: Schedule of L oans Char ged-off

For the period covering

Monthly Schedule of Loans Charged-off

Account Name L oan Balance Charged-off Date | Amount Char ged-off Balance
Total
Prepared by: Noted by:
Bookkeeper Manager
Date: Date:
Checked by:
Accountant
Date:

@
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Report 5: Loan Utilization Report

Weekly Report on Loan Utilization

For the period:
Collector: Area:
Account Name | Purposeof Loan L oan Amount Date of Release Utilization check
Used Not Used
Prepared by: Noted by:
Collector Manager
Date: Date:
Checked by:
Accountant
Date:
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FORM 1-LOAN APPLICATION

Individual Loan: Complete Applicant Section
Amount Requested: Purpose:

Loan Term:
Repayment:

payroll deduction

months Type of Loan;

Cash

Mode of Payment: daily _ weekly _ monthly __ Bi-monthly ___ Quarterly __ Semi-Annual Others:

PERSONAL INFORMATION: INCOME:

Please print in ink or type: Employment Income: per

Name: Other Income: per

Membership No. Date of Birth: Source:

Res. Cert. No. issued on at Spouse Income: per

Home Tel. No. Bus. Tel. No. ASSETS:

Present Address: Savings Amount: Deposited at:
Checking Amount: Deposited at:

Y ears of stay at present address:

Married: ___ Separated:_ Unmarried: List Assets you Own & Location Pledged Collateral

Name of Spouse:

Employer:

Monthly Income:

No. of Dependents: In school:

List ages of Dependents not listed by other applicant:

EMPLOYMENT:
Name and Address of Employer:

DEBTS:
Creditors (Name & Address)

Y our Present Position:

Origina Amt. Present Bal.

Supervisor’'s Name;

Date of Employment:

Working Hours:

If self-employed, Type of Business:

Start of Business:

Is Duty Station Transfer expected this year/next year?

If yes, where?

And when?

OTHER INFORMATION:
If a“yes’ answer isgiven to a question, explain on attached sheet.
YES No

Areyou apartly in alawsuit?

Isyour income likely to decline in the next
two years?

Have you had property foreclosed upon or
repossessed?

Are you a co-maker, co-signer or Guarantor
on any loan not listed above?
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REFERENCES:
Name and Address of Character References:
1.

Tel. no.:
2.

Tel. no.:
3.

Tel. no.:

| warrant to the truth and authenticity of all the data,
information furnished herein to the best of my
knowledge. Any misdeclaration that will be
discovered during credit investigation  will
automatically cause the disapproval of this application.
| expressly submit to any credit investigation as well
as to furnish any other requirements of the cooperative
by reason hereof.

Conforme: Date;

Applicant’s Sgnature

Co-Maker/Co-Sgnor:

With Spouse Consent:

Please print name & sign

Please print name & sign
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FORM 2 - Amortization Schedule

LOAN AMORTIZATION SCHEDULE

Date: | Ref. No.:
Name of Member:
Amount Applied For: | Purpose

Amortization Type:

AMORTIZATION SCHEDULE

DATE AMOUNT DUE INTEREST TOTAL OUTSTANDING
ON PRINCIPAL PAYMENT AMORTIZATION BALANCE
DUE

Member-Borrower

Date:

I hereby agree on the forgoing amortization schedule of my loan:
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FORM 3 - Sour ces of |ncome and Expenditur es Statement of Borrowers
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PARTICULARS

MONTHLY

ANNUALLY

Sour ces of Income:

1. Sadariesand Wages

2. Income from Business

3. Income from Financia Investments/Dividends

4. Other Income

Total Income

L ess. Expendituresor Cash Outlays

Expenditures:

1. Food Expenses

2. House Rentals

3. Education: Tuition Fees
= Miscellaneous Fees
= Books, school supplies and equipment, etc.

Clothing

Medical & dental expenses

Cooking gas expenses

4
5.
6. Persona hygiene expenses (including barber/parlor expense)
7
8

Transportation expenses

9. Water Bills

10. Electricity bills

11. Telephone bills

12. Expenses for family gatherings and or outings

13. Laundry expenses

14. Sdary of house help/servant

15. Taxes and licenses

Total Expenditures:

Cash Outlays:

1. Payments of other Debts/Amortization):
Productive loans (from other Banks/FIs)
= Housing amortization
= Vehicle amortization
= Appliance amortization
=  Others (please specify)

2. Payment for Insurance or pension premiums

3. Other Cash outlays (please specify)

Total Cash Outlay

Total Expendituresand Cash Outlays

Net Cash (Total Income-Total Expenditures & Cash Outlays)

Less: Contingency (20% of total expenditures & cash outlays)

Net Cash after contingency

| certify to the correctness and truthful ness of the above statements according to my knowledge and belief. Any false

declaration made by me, which may be found late, shall cause the disapproval of my loan application.

Date:

Date:
Signature over Printed Name of Member-Borrower
Attested by: Verified & Corrected by:
Date:
Loan Officer Credit Investigato
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FORM 4 —Profit and L oss Statement of the Borrower

Regular Business Monthly Yearly

Gross Revenue:

Less: Cost of Goods Sold

Gross I ncome

Less. Operating Expenses

Salaries/Wages

Rental

Electric Bills

Telephone Bills

Water Bills

Taxes, Licenses, Permits

Interest Expense (from L oans)

Miscellaneous Expense

Others (Please Specify)

Total Operating Expense

NET INCOME

SOURCES OF INVESTMENT:

Particulars Amount Percentage to Total
Investment

Loan from the Credit Union

Equity (Own Capital)

Other Sour ces (Please Specify)

Total Investment
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FORM 5 —statement of AssetsLiabilities of the Borrower

Particulars | Amount

| nventory of Assets
1. Deposits:
M Credit Union
M Banks
Others:
2. Share Capitd:
M Credit Union
Others:
3. Personal/Movable Properties:
M Vehicle/Car
M Machineries/Equipment
M Home Appliances & Furniture
M Jewelries or Expensive Art Works
Others (Please Specify)
4. Fixed Assets:
M Building/s
M Land
M Land Improvements
Other Assets (Please Specify):
INVENTORY OF LIABILITIES AND DEBTS

a

1. Loans
M Credit Union
M Banks
M Informal Lending (Relatives, Friends, Money lenders, etc.)
M Others (Please specify):
2. Account Payables:
1. Credit Unions
2. Suppliers’'Wholesaers
3. Manufacturers
3. Mortgages and Encumbrancesif any:
Land
Buildings
Land Improvements
Motor Vehicle
M achineries/Equipment
. Jewdries
Taxes and Permits (Please specify):
5. Other Liahilities/Debts (Please specify):
NET WORTH (Total Assets-Liabilities)
Less. 10% contingency
NET WORTH AFTER CONTINGENCY
| certify to the correctness and truthful ness of the above statements according to my knowledge and belief. Any false
declaration made by me, which may be found later, shall cause the disapproval of my loan application.

oSukhwheE

A

Date:
Signature over Printed Name of Member-Borrower
Attested by: Date: Verified by: Date:
Loan Officer Credit Investigator
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ANNEX 6 — Sealf Assessment Form of the Member-Borrower

Yes No
Name of Borrower: (1 point) | (-1 point)
Address:
Amount Applied:

1. Did| attend the last General Meeting? As an
officer, have | been attending the meeting on a
regular basis?

2. Did | attend the pre-membership seminar? Or
Did | attend the latest L oan orientation/ownership
meeting?

3. Was| motivated by itsrea purpose when | joined
the credit union?

4. Havel been attending ownership meetings and
participated actively in the discussion or in
activities initiated by the credit union?

5. Havel been repaying my previous loansto my
credit union regularly?

6. Am | campaigning for additional membership and
promoting the services of the cooperative to the
community?

7. Am | increasing my savings deposits in the credit
union?

8. Dol know the Vision, Mission and Goals of my
credit union?

9. Did | usethe proceeds of my previousloan to its
intended purpose?

10. Am | willing to attend seminars related to credit
union development and the project being applied
for?

Total Points Net

Points

| hereby certify the correctness of the above answers to the best of my knowledge and belief. Should my answers be found later
to be false, thiswill cause the disapproval of my loan application.

Date:
Name and Signature
Attested by: Verified & Corrected by:
Loan Officer Credit Investigator
Date: Date:
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FORM 7 —Collateral Appraisal Forms
Appraisal and Valuation of Real Property
Basic Information to be gathered through field investigation

General Information:

1. Name of Registered Owner:

2. Address: 3. Location of the Property:
Tel: No.

4. Registration No. 5. Lot Number:

6. Block No. 7. Land Area(Sq. M.)

8. Acquisition Cost: 9. Current Market Value:

10. Classification of Land: (Commercial, Residential, 11. Accessto Public Utilities: (Electricity, Water,
Industrial) €tc.)

12. Results of Verification from the Registry of Deeds/Assessor’ s Office

13. Duration of the loansin years:

Appraised Value (Actual)

Typesof Land Title No. Area(Sg. m.) Appraised value Total Appraised
per square meter Value

Residential
Commercid

Land

Building/House

Total

Sketch Map of the Land and Improvements:

Consider any landmark, adjacent lots, main road, road right of way, rivers/creeks, shorelines, slope,
mountains eroded area, etc.

Marketability According to the duration of the Loan (Future Value):

0 Very Good | O Good | Q Fair | O Poor

Reason/s:
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Valuation of Real Property:

Amount

Land: 70% of the Assessed Value whichever is higher (Less 10% Contingency)

House/Building: 70% of the Total Cost of the Building less Accumulated Depreciation
(Less 10% contingency)

Total Cost of Land and Building

Appraised by: Verified by: Approved by:

Date: Date: Date:

Appraisal and Valuation of Chattel Property of a Vehicle

General Information:

Name of Registered Owner:

Address: Type and Model:

Tel: No.

Plate No. Color of Painting & Type:
Brand of Motor: Serial Number:

Horse Power: Type of Chassis/Serial No.:

Results of Verification from the Registry of Deeds and Land Transportation Office to check any liens or
encumbrances:

Insurance on the Vehicle:

Type of Insurance Expiry Date Policy No. Name of Insured Value
Insurance
Company

Road Testing and Evaluation of Vehicle:

Results: Condition and Serviceability of the Vehicle and its Accessories:

Actual Usage of the Vehicle:
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Valuation of Chattel Property:

Acquisition Cost Accumulated Functional Value Appraised Value Maximum L oan
Depreciation

Computation:

Valuation = 50% of Appraised Vaue

Appraised Vaue = Acquisition cost — Accumulated Depreciation + Functional Value

Where:

= Accumulated Depreciation: Acquisition Cost/Estimated Life x No. of Y ears of Property

= Functional Value: Cost of putting damage back to good order that will increase the value of the property.

Appraised by: Verified by: Approved by:

Date: Date: Date:
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FORM 8 — Credit Investigation Report (for Individual or Business)

Name of Loan Applicant:

Address:;

Amount of Proposed L oan:

Date of Investigation:

Date of Application:

Purpose of L oan:

Investigation Requested by:

Investigation Done by:

Areasto Investigate

If
Applicable

Available
Information

Findings

1. CHARACTER

1.1. Length of stay at present job and/or business

1.2. Housing Stability

1.3. Good will/Reputation of the Borrower (loyalty award
from employment/business/ community or civic
organi zations)

1.4. Habits of Repayment:
Q Inthe Credit Union: Does she/he have aproven
habit of repaying loans to the credit union?
Q Other Credit Unions/bank identified by the
member; Does shefhe have a proven habit of
paying loans to other financial institutions

1.5. Credit Record and standing with other creditors
Name of Creditors:

1.6. Relationship with family/neighbors

1.7. Mordlity of the Borrower (Adultery, drugs, smoking,
gambling, alcoholism and other illegal activities)

1.8. Life style and standards (value of thriftiness & savings,
spending habits, living beyond means)

2. PAYING CAPACITY

2.1. Proof of income (salary dlips/checks)

2.2. Job stability (employment contract and status)

2.3. Proof of other source of income

2.4. Risk analysis of job/occupation/business

2.5. Records of Expense (proof of expenditures)

2.6. Health condition - borrower & dependents

Business

2.7. Can the cash flow or net savings suffice to pay for the
loan amortizations?

2.8. Profitability of project to be funded (sales volume)

2.9. Ability of the member-borrower to execute the
proposed project and its competitiveness.

2.10. Financia Viability of Business/Investment
ROI= Net Income/Total Cost of Investment
Payback Period: Total Cost of Investment

Net Income

2.11. Other Loan Exposures

In the credit Union (Total Amount)
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In other Credit Union & Bank (Total Amount)

3. CAP

TAL

3.1. Growth in deposits (bank and others)

3.2. Assetinventory & quality (current, fixed and

movable)

3.3. Ownership of properties (economic life and status)

3.4. Inventory of Liabilities & debts (Loan outstanding with

Banks, credit unions and others)

3.5. Terms and Condition of other Loans
Q Credit Union
Q Other Credit Union or banks

3.6. Verify Net worth (Capital-Liabilities)

3.7. Establish availability of collateral

4. COLLATERAL

4..1. Red Estate Property

Registered Owner

L ocation of Property

Registration Number

Land Area

Acquisition Cost

Market Value

Classification of Land

Verified original copy of land title
Marketability

o000 0oo

Vauation Cost (70% of appraised value)

4.2. Improvement: Building/houses

1.2.1. Acquisition Cost per Types & Classification

O Residentia
Q Commercid
Q Industrid
Q Agricultura
2.2.2. Estimated Life
3.2.3. Market Vaue
4.24. Marketability
4,25 Vauation Cost

4.3. Chattel or Movable Property: Motor Vehicles

Actua usage of the vehicle
Condition and Functionality
Certificate of Registration
Description:

Type and model

Plate number

Color and Type
Motor/Equipment

- Brand of equipment

- Motor/Chassis number

- Serial number

- Horse power

Q Valuation 50% of appraised value

'O0000

Verified Proof for the date of Acquisition

4.4, Lien-freecollaterals
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5. CREDIT CONDITIONS

5.1. Status of Employment

5.2. Status of Business of the Borrower
O Availability of market
Q Availability of raw materias or suppliers
Q Compliance with zoning or building ordinances
Q Sanitation and environment impact
Q Legdlity of the business

5.3. Term of loan commensurate with payment capacity

Draw a sketch map of the land/improvements of Real Estate Property

Prepared by:

Credit Investigator Date:

Evaluated by:

Credit Committee Member Credit Committee Secretary Credit Committee Member

Approved:

Manager
Note: The Loan Officer identifies for the Credit Investigator; the areas to investigate and the information already available. The investigator hasto fulfill the findings
and indicate if he finds something different from information available.
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Form 9 -Credit Rating Scale — Business

Name of Member-Borrower:

168

Address;

1 CHARACTER= 30

Maximum Raw Rating or
Criteria Score (MRS) Scoring
1. Doesthe Member-Borrower (MB) has a good record of credit
payment to the credit union and other institutions?
1.1. Credit Union: Does he/she has proven habit of repaying 5 50r0
loans to the coop?
1.2. Other credit union/banks identified: Does the member has 5
aproven habit of repaying loansto other financial
ingtitutions identified by him/her?
1.3. Credit Bureau: Does s/he have no negative record in at 5
the credit bureau?
2. Good Will/ Reputation
2.1. Doesthe MB possess a good reputation in the business 5
community and with other organizations?
2.2. Doesthe MB command respect in the community? 2
3. Isthe MB apermanent resident of the community (Housing
Stability?
3.1. Lessthan 2 years 1
3.2. 3-5years 3
3.3. Over 5years 5
4. Human relations
4.1. With the family 1
4.2. Intheworkplace 1
4.3. In the community 1
Total 30
2. CAPACITY TO PAY = 50
Maximum Raw Rating or
Criteria Score (MRS) Scoring
1. Doesthe MB have a stable business?
If not 0

If yes, how long:
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Lessthan 5 years 3
More than 5 years 5
2. Isthe purpose of the loan capable of earning a net surplus 10
3. Hasthe business grown over the years? 2
4. Isthe cash flow available and sufficient to meet future loan 15
amortization?
5. Isthe Return on Investment of the business adequate to meet the 5
payment requirement?
6. Does the payback period match the proposed duration of the loan? 3
7. Arethere other loan exposures besides this|oan being applied for
in the primary or somewhere else? (degree of indebtedness and
liabilities)
= |fno 10
= |fyes 3
Total 50
3.CAPITAL STATUS=5
1. Doesthe MB maintain savings deposit with the credit union 15
regularly?
2. Arethere persona properties, savings and business assets that can 15
serve as collateral for the loan? (Asset base)
3. Isthe asset base growing? (or isthe MB saving only for the reason 1
of taking aloan?)
4. Isthe net worth favorable (degree of indebtedness) 1
Total >
4. COLLATERAL/CO-MAKERS= 10
Maximum Rating
Criteria Raw Score
(MRS
1. Canthecollatera be easily converted to cash any time? 2
2. Isthevalue of the collateral more than the loan amount applied 2
for and can meet the policy valuation?
3. Isthecollateral free from encumbrances or lien? 2
4. lsthe co-maker willing to pledge his Savings Deposit/Share 2
Capital and to accept the salary deduction agreement for the
duration of the loan?
5. Isthe spouse willing/has consent on the loan applied for? 2
Total 10

@
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5. CREDIT CONDITIONS=5
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Maximum Raw Rating
Criteria Score (MRYS)
1. Isthe project/business environment friendly and legal ? 1
2. Does weather condition severely affect the project? 1
3. Isthe market ripe for the project? 2
4. |sthe community economically active to guarantee some degree 1
of success for the project?
Total 5
GRAND TOTAL 100

Evaluated by: Date:

Loan Officer
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Credit Rating Scale — I ndividual

Name of Member-Borrower:

Address;

1 CHARACTER= 30

Maximum Rating
Criteria Raw Score
(MRS)
4.2. Does the Member-Borrower (MB) have agood record of credit
payment to the credit union and other institutions?
1.4. Credit Union: Does he/she has proven habit of repaying 5
loans to the coop?
1.5. Other credit union/banks identified: Does the members 5

have a proven habit of repaying loans to other financia
ingtitutions identified by him/her?

1.6. Credit Bureau: Does s/he have no negative record in at 5
the credit bureau?

2. Goodwill/ Reputation

2.1. Doesthe MB possess a good reputation in the community 5
and with other organizations?
2.2. Doesthe MB command respect in the community. 2
3.Isthe MB a permanent resident of the community (Housing
Stability?
3.1.Lessthan 2 years 1
3.2.3-5years 3
3.3. Over 5years 5
4. Human relations
4.1. With the family 1
4.2. Intheworkplace 1
4.3. In the community 1
Total 30
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2.CAPACITY TO PAY = 50
Maximum Rating
Criteria Raw Score
(MRS)
1.Does the MB have a stable job?
If not 0
If yes, how long:
Lessthan 5 years 5
More than 5 years 10
2. What isthe frequency of the regular income of the MB?
= Daily, weekly, semi-monthly, monthly? 10
= Bi-quarterly, quarterly? 5
=  Semi-annual? 5
3.Does the regular income of the member match the loan amortization
schedule?
* YES 10
= NO 0
4.Will the duration of the proposed |oan match the anticipated
duration of the job of the MB?
= YES 10
= NO 0
5.Are there loan exposures besides this |oan being applied for?
(Degree of indebtedness and liabilities)
= |fno 10
= |fyes 5
Total 50
3.CAPITAL STATUS=5
1.Does the MB maintain savings deposit with the credit union 15
regularly?
2. Arethere personal properties, savings and business assets that can 15
serve as collateral for the loan? (Asset base)
3. Isthe asset base growing? (or isthe MB saving only for the reason 1
of taking aloan?)
4. |sthe net worth favorable (degree of indebtedness) 1
Total 5
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4. COLLATERAL/CO-MAKERS= 10

Maximum Rating
Criteria Raw Score
(MRS)
1.Can the collatera be easily converted to cash any time? 2
2.Isthe value of the collateral more than the loan amount applied for 2
and can meet the policy valuation?
3.Isthe collateral free from encumbrances or lien? 2
4.1s the co-maker willing to pledge his Savings Deposit/Share Capital 2
and to accept the salary deduction agreement for the duration of the
loan?
5.1s the spouse willing/has consent on the loan applied for? 2
Total 10
5. CREDIT CONDITIONS=5
Maximum Rating
Criteria Raw Score
(MRS)
1.Does the job of the member involveillegal activities and/or
environmentally harmful activities?
= YES 0
= NO 2.5
2. Does the member’ s job pose health hazards to himself or others?
* YES
= NO 0
2.5
Total 5
GRAND TOTAL 100
Evaluated by: Date:
Loan Officer
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FORM 10 - Credit Rating Approval

The Credit Rating is used to determine the probability of the borrower to pay the loan. Thisis made up of the
Credit Rating Scale used by the Credit Committee or Loan Officer to rate the borrower based on the five (5) C's
of Credit (See Annex 6).

This rating shall serve as guide to categorize the borrower on the probability of loan repayment, or if not,
whether the borrower is required to secure the loan with collateral.

The credit rating scale shall serve as basis for decision by the Credit Committee and derived as follows:

Credit Rating Decision/Requirements
70% and below | Disapproved, sinceit has high probability of failure to pay the loan.

71% to 80% Approved, but needs collateral, co-makers, obligate savings, and
close supervision

81% to 90% Approved, but needs any collateral and sustained supervision

91%to 100% | Approved with or without collateral
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Purpose:

RECRUITMENT AND SELECTION POLICY

The purpose of this policy is to provide management guidelines and procedures in recruiting
competent staff for the credit union.

1. Objective

1.1

12

To hire at the least cost as many competent individuals as needed to fill job
vacancies in the shortest time possible.

To ensure that the employees recruited have values aligned to the values of the
credit union movement.

2. Personnel Requisition

2.1

In the event of vacancy which needs to be filled, the Department Head concerned
will be required to write a memorandum that constitutes an employee requisition,
seeking authority to hire. (Form 1). A vacancy may be the result of:

a Resignation

b. Transfer

C. Maternity L eave/l eave without pay
d. Dismissal

e. New Position/restructure

3. Responsibility of Recruitment

3.1

3.2.

The responsibility for the decision of recruitment for approved vacancies rests
with the Manager responsible for the staff position.

The Personnel Officer is responsible for the over-all coordination of staff
recruitment and providing Managers with relevant support and processing
services.

4. Recruitment from Within

4.1.

Vacant positions will be advertised within the credit union to provide career
development opportunities for staff through internal appointments, transfers and
promotions where possible.
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4.2.

4.3.

All staff may apply for any position advertised internally unless their letter of
offer specified a minimum time in their current position or commitment to
compl ete a specific project that prevents them from applying this time.

Like external applicants, internal applicants for a position must submit an
application detailing their skills, experience, knowledge and qualifications. All
applications are then considered in terms of their match with the key criteria for
therole.

5. Recruitment from Exter nal

5.1.

5.2.

If the skills required for the vacancy is not available within, an external
advertisement will be made by the Personnel Manager upon the request of the
Manager /responsible person concerned.

The advertisement should indicate that a detailed resume be submitted to the
credit union along with the application letter.

6. Processof Recruitment

6.1.

6.2.

6.3.

6.4.

6.5.

Short listing of Candidates: The Personnel Manager in consultation with the
Manager concerned shortlist the candidates. Only short listed applicants will be
called for interview.

Invitation to Attend an Interview: Once the candidates have been short-listed,
the Personnel Manager will write a concise letter to the candidate for the job
interview (Form 2).

Job Application Form: Before conducting the interview, the candidates have to
fill up the prescribed Job Application Form (Form 3). It is the basic tool for
selection process to organize information pertaining to a job applicant and to
provide basis of reference and interview.

Interview: A minimum of two interviews will be carried out to assess the ability
and behavior of the candidate. The initial interview and a second interview
possibly involving peer or Manager. The Interview Assessment Form (Form 4)
will be used as guide for the interview, which will help the interviewer to
narrowing the interview to the specific areas to discuss and the qualities to look
for in a candidate.

Test: A test will be conducted on the discretion of the Manager and the
requirement of the job i.e. Secretary for Typing and shorthand skills; Driver for

! The information contained in the formis arranged to the convenience of the credit union and whatever items
required are listed and there is no chance of forgetting the inclusion of an important piece of information.
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6.6.

6.7.

Driving (not driver's license alone); bookkeeper, communications officer for
writing skills, Systems Administrator etc. However, there are jobs where tests
may not be appropriate and the interviewer may have to rely on the track record
of the candidate and make decision based on his/her discretion.

Pre-Employment Vetting: Background checking of qualified candidates will be
made in accordance with the discretion of the Manager concerned. It is
recommended that pre-employment vetting is a must for positions of trust i.e.
financia controller, accountant, cashier, collectors and tellers. A sample letter is
inForm5 & 6.

Reection of Job Applicants: The credit union maintains high degree of
professionalism. Courtesy still demands at least a written reply to all applicants
who have had made the effort to apply. Such a reply, if added with personal
touch, will help reduce the stigma of rejection or the chance that the applicant will
have bad feelings about the credit union. In this case, the Personnel Manager
should ensure that all applicants be notified on the action taken by the credit union
on the application. (Sample letter is enclosed as Form 7).
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Form 1

SAMPLE
Personnel Request Form

To:
U General Manager (for new position/s)
U Personnel & Administration Manager (for replacement)

Requisition for: Number Requested:

Request Arising from

U Replacement for: (name) U Transferred U Resigned
U Retired U Others

U Expansion Please give reasons:
U Reorganization

Manpower Strength

Total number of Employees in Department: Number of Employeesin Category:

Remuneration/Others:

Proposed Grade/L evel: Expected Date of Commencement:

Other Benefits: Proposed Salary:

Request Made By

Name: Signature:
Department: Date:
Approved: Date:

This form is to be attached with Job Description Form. If the General Manger has given approval,
please send to the Personnel and Administration Department for further action.
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Form 2

SAMPLE

Interview Invitation Letter to Short listed Applicant for
Advertised/Non-Advertised Job Vacancy

(Date)

(Name)
(Address)

Dear Mr./Ms.
RE: Job Title

We refer to your application for the said post and are pleased to invite you to attend an
interview scheduled as follows:

Date:

Time:

Place:

Enclosed is an Application for Employment Form for your completion. Please bring
along this Form together with the original copies of certificates and testimonials (if any) on the
day of the interview.

Kindly call Ms./Mr. (name) telephone number (number) to confirm your attendance.

Sincerely yours,

Personnel Manager

Encls. Application for Employment Form
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Form 3
SAMPLE
Attach
. . Photograph
Application for Employment Form here
Appointment applied for:
Current Salary: Expected Sadary:
When can you start to work?:
1. PERSONAL PARTICULARS
a. Name:
Surname First Name Middle Name

b. Home Address

c. Present Residence

d. Tel. No. (House) (office):

e. Fax No. (House) (office):

f. E-mail Address

g. Date & Place of Birth :

h. Sex Marital Status:

i. Citizenship Languages/Dialect Spoken:

j. Social, Sport & Hobbies:

k. Name of Spouse

(if Married)

I.  Spouse Occupation
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m. Place of Work

n. No. of Children & ages:

2. SKILLSTRAINING PARTICULARS

a.  Shorthand

181

b. Shorthand

c. Typing

d. Certificates attained: 1.

e. Office Equipment Used:
1.

f. Coursesor Training:

3. LINGUISTIC ABILITY

2.

2.

1.

2.

wpm (in English)
wpm (in own Language)
wpm

L anguages/Dialects

Spoken

Written Read
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4. EDUCATION PARTICULARS

School, College, University Exam, Diploma, Degree Attended Y ear Passed

Attended

5. PROFESSIONAL MEMBERHIP(S) PARTICULARS

Professional | nstitution/Body

Member ship Status

Date Admitted

6. EMPLOYMENT PARTICULARS

Employment History Starting from the Present or the M ost Recent

From To Salary

Mo./Yr. Mo./Yr. I nitial

Last Exact Title of your position

Name and Address of Employer:

Name of Supervisor:

Number and Kind of Employees
Supervised by you:

Reason for leaving:

Description of your duties:
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From To Salary
Mo./Yr. Mo./Yr. Initial Last Exact Title of your position
Name and Address of Employer: Name of Supervisor:

Number and Kind of Employees

Supervised by you:
Reason for leaving:
Description of your duties:
From To Salary
Mo./Yr. Mo./Yr. Initial L ast Exact Title of your position
Name and Address of Employer: Name of Supervisor:

Number and Kind of Employees
Supervised by you:

Reason for leaving:

Description of your duties:
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From
Mo./Yr.

To
Mo./Yr.

Salary

I nitial

Last

Exact Title of your position

Name and Address of Employer:

Name of Supervisor:

Number and Kind of Employees
Supervised by you:

Reason for leaving:

Description of your duties:

7. OTHER PARTICULARS

a. Do you have any relative working in other credit union/national federation/league? If
yes, please give name and credit union/national federation/league name.

Name:

Position:

Organization:

b. Do you know anyone working in the credit union? If yes, please give name.

Name:

Position:

(0) ASSOCIATION OF ASIAN OF CONFEDERATION OF CREDIT UNIONS




MANAGEMENT TOOLSFOR CREDIT UNION HUMAN RESOURCE MANAGEMENT 185

8. PERSONAL REFERENCES

List two personal references (NOT Relatives)

Name, Address & Telephone numbers Occupation

Years Known

9. DECLARATION

a. | declare that the information give in this application is true and accurate and understand
that nay misrepresentation of facts called for herein will be sufficient case for dismissal

for the credit union's employment.

b. Attached herewith are copies of relevant supportive documents for this application.

Sgnature of Applicant Date of Application
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Form 4
SAMPLE
Interview Assessment Form

Applicant's Name:

Position Applied for:

Date of Interview: Time:

Factor g/Point 0 1 2 3 4 Score
Slovenly A little Neat and tidy. | Pleasant, | Poised and
dressed. scruffy and Not good confident.

Appearance Rough in untidy. distinguished | voiceand | Good voice
speech, manner. | and manner.

appearance. Well
dressed.
1 1 | ] [ 1| ]
Hardly able | Just ableto | Not sofluent, | A good Speaks
Commu- to communicat but till speaker | exceptionall
nication communicat e capable of y well and
e expressing convincing
his/her ideas
across.
Qualification Poor Fair Average Good Excellent
* (to reflect
the post
aphedon | —— | —1 | [ 1] [
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General Unskilled, Semi- Skilled Managerial
(employment | only ableto skilled. worker. Can | Supervisor | or Executive
experience) planvery | Ableto plan plan own level.
simplejobs | own work to work. Planning Policy
very limited work of decisions.
extent.
[N N [ o [ ]
[ ]
Noideaor Rather Working Good Exceptiona
knowledge | vagueabout | knowledgeof | relevant | knowledge
Specific of thisjob. job job. experience | of thistype
Employment of job.
Experience **
] [ ] || L]
Slow, Difficulty in Ableto Ableto Ableto
muddled understandin | understand | appreciate grasp
thinker. gproblems | problemsor interpret and
Intelligence Often or questions | questions put solve
reaching put to to him/her. complex
wrong him/her. and detailed
connection. problems.
| . | ] | | |
Finds Almost all | Awareof own | Awareof | Hasmade
Maturity and | difficulty in | goasare abilities but own good
motivational | planning his | shortterm | not achieving | abilities | progressin
adjustment life, or ones. Often anything and seek achieving
settling self- | swayed by | spectacular. | longterm | set goals.
goals. emotions. goalson a | Leadsto full
realistic and
approach. | rewarding
| |3 || —
[ ]
Sub-Total
Total Score
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*List of Qualifications:

** Summary of Working Experience:

COMMENTSBY INTERVIEWER:

RECOMMENDATIONS:

U Recommended for employment at starting monthly salary of

(] Hold for further consideration/interview.

U Reject

Name of Interviewer

Position

Signature
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ACTION:
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Form 5

SAMPLE 1

Pre-Employment Vetting Letter to Job Applicant's Reference

Date

Name of Reference
Job Title
Organization
Address

Dear Mr./Ms.
RE: (Job Applicant's Name)

The above mentioned person has applied for the post of (Job Title) with our organization.
As he/she named you as hig’her referee, we would appreciate very much if you would care to
provide usinformation (IN STRICT CONFIDENCE) pertaining to:

Length of time you have known him/her

Y our knowledge of hig'her personal character

Y our opinion of his’her working ability and suitability for the job applied for
Any other comments which may assist usin our assessment

We look forward to receiving the required information in the enclosed stamped and self-
addressed envel ope soonest and thank you for your valued cooperation.

Sincerely yours,

General Manager/Personnel &
Administration Manager
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SAMPLE 2 Form 6

Pre-Employment Vetting Letter to Job Applicant's Reference

Private and Confidential

Date
Name of Reference
Job Title
Organization
Address

Dear Mr./Ms.

(Job Applicant's Name) has applied for the post of (job title) with our organization. We
understand from him/her that he/she was in your employment from (date) to (date), and would
greatly appreciate if you could complete the form below and return this letter to us.

We assure you that the information supplied will be treated in strict confidence.

Thank you for your assistance.
Sincerely yours,

General Manager/Personnel &
Administration Manager

(please do not detach)

Period employed: From to

Last drawn salary:

Reason for leaving the company:

Attitude/Character :

Work Performance :

Signature : Name:

Designation:
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Form 7

SAMPLE 1

Rejection Letter to Applicant

Date

Name
Address

Dear Mr./Ms.

Re: (Job Title)

Thank you for your application for the said position.

We have taken some time to deliberate over your application, as we are impressed with
your qualification and experience. Although we regret having to inform you now that your
application is unsuccessful, if it is any consolation to you, your application made it to our final
selection stage before losing out to a few who have a slight edge over you.

Nonetheless, we wish to thank you for your interest shown in our organization. We truly
appreciate the time and trouble you have taken in applying.

Sincerely yours,

General Manager/Personnel &
Administration Manager
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TERMS AND CONDITIONS OF EMPLOYMENT

1. Introduction

a

The following terms and condition of service are applicable to all Executives in
the full time service of the credit union with effect from (date). The credit
union reserves the right to introduce, modify, amend or annul any terms and
conditions of employment at any time during its operation. Employees affected
by such changes shall be duly informed by issuance of circulars, directives or
other instructions by whatever name from time to time, which shall henceforth
form part of the terms and conditions of service.

2. Interpretation

a

b.

Words imparting singular number will include the plural number and vice-versa.

Basic salary shall mean the employee's salary excluding any allowances, bonus or
payment of any nature.

3. Appointment

a

4. Probation

a

All appointments shall be subject to the following conditions:

a Production of evidence of age, academic qualifications and satisfactory
references from educational institutions and/or previous employers and
any other references that the credit union may require

b. Satisfactory medical examination

All newly appointed employees should undergo a probationary period not
exceeding three monthsin the first instance.

The credit union may at its discretion, extend the probationary period by another
three months. In this case, the employee shall be informed of the intention in
writing.

During the probationary period, the service of an employee may be terminated at
any time by either party giving to the other party 24 hours notice or salary in lieu
of notice without assigning any reason thereof.

On successful completion of the probationary period, the employee will be given
aletter of confirmation.
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5. Promotion

a

g.

The credit union at its sole discretion may promote any suitable and capable
employee, depending on vacancy and/or the merit of each case, to any position of
the higher category, as it deemsfit.

The credit union shall inform employees of any vacancy for interested party to
apply but reserves the right to fill such vacancy from outside the credit union
should no existing employee be found suitable.

Any employee selected for promotion will be notified in writing and required to
serve an 'Acting’ period of three months, which may be extended for three months
at the sole discretion of the credit union.

During the 'Acting' period, the employee shall be paid and 'Acting Allowance'
equivalent to (one minimum increment of the new position)? , in addition to his
existing salary.

On confirmation of his promotion, the Acting Allowance shall cease, and the
employee shall get (a minimum of two increments of the new position and his new
salary shall not be less than the minimum of his grade)®.

An employee who is not confirmed in his appointment to a higher post, will cease
to be entitled to the Acting Allowance and will revert to his former position or
any other suitable position (carrying same salary) without prejudice to his future
prospects.

The credit union's selection of any employee for promotion shall be final.

6. Non-Discrimination

a

The credit union follows an absolute policy of non-discrimination regarding race,
color, religion, sex or national origin.

The credit union will take appropriate action to eliminate direct and indirect
discrimination. A direct discrimination is where certain behavior, characteristic
requirements and/or activities occur which are based on assumptions (i.e.
prejudices, biased attitudes and beliefs) about an individua's persona
characteristics (i.e. sex, race, etc.) and/or where a person receives less favorable
treatment than another person. Indirect discrimination results from practices that
may appear to be neutral but, in reality, result in an individual or group being
differentially or adversely affected.

2 This varies from country to country or in accordance with labor law.
% Shall vary from country to country
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7. Employee Code of Conduct

a. Safeguarding information - Employees must not divulge records, plans or other
data (except as necessary in the course of the credit union business) to anyone
outsiders without proper authorization.

b. Handling records: Employees must make ensure all reports, vouchers, and the
like are factual and accurate; they must not destroy records except in accordance
with the credit union's prescribed procedures.

c. Access to Staff Records: Employees are entitled to access any information
relating to their statutory entitlements, such as wages records, timesheets and
leave entitlements. Should an employee request any further information it will be
provided at the absolute discretion of the credit union.

d. Credit union Funds: Employees must follow the prescribed practices and
policies for handling and protecting the credit union funds.

e. Use of Credit Union Property and Facilities: No equipment, tools, office
supplies and facilities can be used for persona purpose without the General
Manager's permission. Employees must care and preserve such property at al
times.

f. Work time: Employees must not shirk their duties or waste time. They are
expected to give afair day's work for afair day's pay. Absenteeism isto be kept
at aminimum; lateness is to be avoided, personal phone call must be limited and
employees are to stay on the their place work except performance of duties
requires.

g. Drinking Rule: The credit union has no desire to regulate the personal life of any
employee, but the use of intoxicants cannot be permitted to interfere the duties of
any employee.

h. Selling and Soliciting on Premises: Unauthorized selling, promotion or
distribution of products, materials and services on the credit union premises
during business hours is prohibited. The General Manager may provide
authorization to employee to sell, promote or distribute products or information
designed to assist in fund raising for a non-profit organization. Staffs notice
board can also be utilize to display posters and fliersfor fund raising. In any case,
such activity should not be undermining or in conflict with the credit union
business.
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i. Giving or Receiving Gifts: Giving and receiving gifts, entertainment or any other
benefit is not uncommon in the normal course of business relationships; however,
any inferences of an inducement to conduct further business as a result of such
benefit should be eliminated. Employees should not give, seek or accept any type
of compensation that could be considered an inducement to conduct business.

j- Additional Employment: Employment with the credit union isintended to be the
employee's principal occupation; therefore, any additional business associations,
which may conflict with an employee’ s responsibilities at the credit union, should
discussed with the General Manager/Personnel Officer.

k. Summation: Employees must maintain the highest degree of honesty and
integrity so that the credit union can, in turn, conduct its operation with high
degree of professionalism for the satisfaction of its members.

8. Working Hoursand Meal Breaks

a. All employees shall work a (humber of working days) days of (number of hours)
excluding meal breaks per week.

b. Lunch breaks may be taken between (11:30 am and 2:30 pm), at discretion of the
credit union. Teabreak is alowed for one time 10-minute per day to be taken at
the discretion of the Manager/Supervisor.

c. The credit union may from time to time and at its discretion assign or vary such
working time in a pattern deemed necessary to its operation.

9. Dress Standards

a. A professional standard of business dress is required of al employees, regardless
of the level of client contact the employee may have. The credit union requires a
professional image to be projected at all times.

b. Corporate Uniform shall be provided to all employees to project an image of
professionalism within the credit union. The following uniform standard will be
observed:

a Wearing the credit union's corporate uniform is compulsory except (day
i.e Friday or any other day in the week) which is regarded as "wash" day.
However, on "wash" day, employees are required to wear business dress.

b. Name Badges are considered as part of the corporate uniform and are
deemed compulsory when the employee has direct contact with a member
or is representing the credit union.
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c. Dress Standards, Grooming and Presentation -Female

a

h.

Black shoes, covered heel and toe, medium heel height is recommended
for comfort and safety.

Shoes should be polished regularly and heeled when worn down.
Non-standard items that are not part of the uniform must not be worn.
Simple make-up will enhance the female employee appearance in the
uniform. Care should be taken to ensure that make-up is kept to a
minimum and complements hair and skin color.

Hands should be well cared for, with nails clean. When nails are
manicured, it should be well maintained and toned to blend in with the
uniform. Bright iridescent nail polish should not be worn.

Hair should be neat and tidy.

Uniforms attract attention. Avoid standing with arms folded (if the
uniform is along sleeve), crossed, putting hands in pockets, or slouching.
A relaxed but upright stance will enhance appearance to members. When
seated, sit comfortably with straight but relaxed back and shoulders.
Jewelry may be worn with the uniform but it should be ssmple.

d. Dress Standards, Grooming and Presentation -Male

ooQ ™

Top shirts should be properly buttoned.

Care must be taken not to obstruct the Credit Union Logo on the Shirt.
The corporate tie must be worn at al times during business hours or when
representing the credit union at events requiring this more formal attire.
Exceptions may apply from time to time as determined by the
management.

Shoes should be black business shoe. It must be polished regularly and
heeled when worn down.

Belts to be worn with trousers at all times. It is recommended that black,
dark gray or navy blue socks be worn with the uniform.

Non-standard garments must not be worn.

Moustaches, beards and hair should be neat and tidy.

Hands should be well cared for, with nails clean.

Uniforms attract attention. Avoid standing with arms folded (if the
uniform is along sleeve), crossed, putting hands in pockets, or slouching.
A relaxed but upright stance will enhance appearance to members. When
seated, sit comfortably with straight but relaxed back and shoulders.
Jewelry may be worn with the uniform but it should be ssimple.
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10. Salary

a

11. Bonus

12. Transfer

a

All employees shall be paid in accordance to the Salary Ranges stipulated in
Appendix 1 based on their qualifications, experience, merit and performance.

Annual increment is not automatic and is subject to the satisfactory performance
of the employee and the profitability of the credit union business.

The credit union is exercising its sole discretion to give annual increment as
stipulated in 7.2. above, will do so only on 1% January of each year, and in such
cases, only confirmed employee shall be eligible.

An employee may be paid bonus or ex-gratia payment at the entire discretion of
the credit union.

An employee who resigns or leaves the credit union may be paid full or
proportionate bonus at the entire discretion of the credit union.

Transfer of employees shall be at the sole discretion of the credit union and shall
not be disputed.

Every employee is subject to transfer from one Department to another within
credit union's head office or from the Head office to the Branch office.

Similarly, an employee may request for transfer by filling the prescribed form and
such request will be considered according to availability of post applied for.

Where the transfer involves distances of eighty (80) kilometers or more, and such
transfer necessitates change of residence, the credit union shal assist the
employee by:

a Reimbursing taxi or second-class rail fares for him/her, spouse and
children. If he/she possessed his/her own vehicle, he/she may use such for
transport with mileage claims reimbursed provided such does not exceed
the equivalent to the 2" class train fares.

b. Providing lump sum subsidy or relocation allowance of (amount) for
married employee and (amount) for unmarried employee.

13. Resignation and Termination of Service
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a

An employee intending to resign from the service of the credit union at any time
after his’her confirmation of service is required to give two (2) months notice in
writing

The credit union may give similar notice if it wishes to terminate the service of an
employee with the exception of those whose services are to be terminated because
of grounds of misconduct.

14. Official Public Holiday

a

The credit union will grant all its employees paid holidays on all public holidays
gazetted by the Government in which the employees are working.

All Sundays will be considered rest day.

Any work done at credit union's request on a gazetted public holidays or Sundays
shall be paid in accordance with the rates specified in the (labor code).

15. Annual L eave

a

Employees shall be entitled to annual leave as follows:

a
b.

Annual leave entitlements are calculated based on calendar year and for the
purpose of such calculation, a period of fifteen (15) days or more shall be taken as
one (1) month and half (1/2) day shall be treated as one day.

Employees (other than those still under probation) may apply for annual leave
proportionately as and when earned. However, such leave applied for should not
hamper the operation of the credit union.

All applications (Form 2) must be submitted to the respective Department Heads
at least seven (7) days prior to going on leave.

An employee shall not absent himself/herself on duty for the purpose of annual
leave without prior approval and leave approved may be cancelled at any time
exigenciesin service.
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f. Annua leave entitled should whenever possible be taken during the year of
entitlement and an employee can carry forward unused leave only if application
for such is made in writing and written approval is subsequently given. However,
the total leave so accumulated should not exceed the annual entitlement.

16. Special Leave

a. The credit union, may at its sole discretion, grant any of its confirmed employees
paid leave in addition to his annual |eave entitlement for the following purposes:

a

b.

Cour se - the duration of the course as approved by the credit union
Examination - not exceeding seven (7) working days per calendar year
for employee to actually sit for an examination, which must be certified by
the credit union as relevant to his work.

Marriage-an employee shall be entitled to seven (7) working days on the
occasion of higher first marriage.

Compassionate - not exceeding (days) in the event of death of
death of a parent, grandparent, spouse or child of the employee.

b. Any application for such leave must be supported by suitable evidence
satisfactory to the credit union. As the granting of such leave is at credit union's
discretion, any decision so arrived shall be final.

17. Maternity L eave

a. Subject to the provision of (the law that apply):

a

Female employees who have been employed for a period not less than
ninety (90) days during the nine (9) months immediately preceding her
confinement will be granted sixty (60) days maternity leave on full pay.

Maternity leave will be granted after 28" week of pregnancy and as far as
possible, application of maternity leave shall be made not less than two (2)
weeks prior to the date on which it is desired that maternity leave shall
commence.

Leave on account of miscarriage prior to the 28" week of pregnancy will
not be considered as maternity leave but as normal sick leave.

A female employee shall not be entitled to such paid maternity leave if at
the time of her confinement she has five (5) or more surviving children.

18. Emergency L eave
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a. The credit union may at its absolute discretion, grant an employee emergency
leave (i.e. leave taken at short notice or without notice) in the following cases:

a in the event of flood or fire which affects the employee's family or
property;
b. on the death of the employee's brother, sister, uncle, aunt, brother-in-law,

sister-in-law, nephew or niece;
b. Such leave shal be deducted from the employee's annual |eave entitlement.

c. In cases where an employee is still not entitled to annual leave or has used up all
his earned leave, the employee may be grant emergency leave, which shall be
deducted from his annual leave subsequently.

19. Sick Leave

a. An employee shall be entitled to sick leave (the Employment Act or Labor Code
article maybe quoted here)

a Non-hospitalization - thirty (30) days per annum
b. Hospitalization - sixty days per annum (inclusive of non-hospitalized sick
leave)

b. Such leave can only be granted if supported by certification by a registered
medical practitioner or Government medical officer, must inform the credit union
immediately.

20. Medical Benefits

a. An employee who has worked for more than (number of months) will be
reimbursed for annual regular physical check-up.

b. Employees may get reimbursement for their own actual hospital bills within an
amount equivalent to (amount of entitlement).*

21. Mileage Claims
a. An employee who is requested to travel on credit union's business using his own

motor vehicle shall be reimbursed in accordance with his clams as per the
following rate:

a A flat rate of (amount) per kilometer in respect of motor car;

* In some countries staff are covered with Health Care Insurance. This should be included in the policy under
medical benefits.
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b. A flat rate of (amount) per kilometer in respect of motorcycle.

b. To be eligible for the above claim, an employee must seek prior approval for the
use of his own motor vehicle. No allowance is payable between the employee's
residence and the office.

22. Mode of Travel

a. Employees required to travel on credit union's business can travel choosing the
most economica means of transportation.

b. Anemployee must seek prior approval before the travel.

c. Travel report should be submitted as prerequisite to travel reimbursement.

23. Allowancesfor Travel

a. Accommodation - An employee who is required to go outstation on credit union
business and stays overnight from his base office shall be reimbursed on
production of hotel bills. Accommodation should be on the most economical rate.

b. Subsistence Allowance shall be provided to the employee on officia business.
Thetravel allowance will be paid as follows:

a Loca (amount) per day®
b. Abroad (amount) per day

c. A day isdefined by 24 hours. A fraction of less than 5 hours shall be regarded as
half-day.

24. Retrenchment and Retirement Benefit

a. An employee whose service is to be terminated on the grounds of redundancy i.e.
whose service are surplus to the credit union's requirements at any time or by
reason of any reorganization of the credit union's business, shall be notified in
writing at least two (2) month in advance or shall be paid two (2) month's basic
saary in lieu of notice in addition to the retrenchment benefit payable to the
employee.

b. The retrenchment benefit shall be one (1) month's last drawn basic saary of the
employee for each completed year of service and proportionately for an
uncompleted year or service.

® |t should clearly define when an employee is entitled for daily allowance while on official travel in the country.
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c. Theprinciple of "Las-In-First-Out" according to the categories concerned shall be
adopted in selection for retrenchment, subject however to the requirements of
skill, ability and other needs of the credit union business.

Note: Additional provisions on this policy could be added after number 23, thus numbering for
Retrenchment and Retirement shall be adjusted accordingly
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SAMPLE

Grouping Guide and Salary Ranges

Salary Range
Group Positions Minimum Maximum
A General Manager or equivalent post
B Assistant Manager, Department Managers,

Chief Financial Officer, Cashier/Treasurer
or equivalent post

Assistant Department Manager, Unit Head,
C Executive Secretary, Accountant or
equivalent post

D Loan Clerk, Bookkeeper or equivalent post

E Office helper, driver and equivalent post

Note: This serves as guide; this will be changed in accordance with the organization structure
of a particular credit union.
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SAMPLE

Application for Leave

205

Date:
Surname: First Name:
Position: Department/Division:
First Day of Leave: First Working Day Back:
O Vacation Leave Number of Working days days
O Maternity Leave Number of Public Holiday days
Total period of Leave days
Date Commenced
O Sick Leave Date Completed
U Emergency Leave
O Specia Leave Number of Days Absent
Doctor's Certificate Attached: Yes No
Reasonsfor Leave:
Employee Signature:
Relief Required: yes no
Specify proposed arrangements:
General Manager's Recommendation:
Leave Approved from: to

Leave Declined because of:

Relief provided by:

Signature:

Date:

General Manager
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EMPLOYMENT ADMINISTRATION POLICY

Objectives:

All staff membersinvolved in personnel administration have "concrete guidelines’ to follow.
Evaluation of staff does not vary from one individual to another individual.

Every endeavor is made to maintain a highly professional workforce for the credit union.
Provide management with a good and effective system of Employment Administration for
the professional operation of the credit union.

. Appointment

1.1. Appointment Letter

« Once a candidate is selected to the job, a Letter of Appointment (Form 1) for three
months probationary period is to be issued to him/her by the Generd
Manager/Personnel & Administration Manager with avalidity date of __ days after
the date of issuance.

« If the candidate accepts the offer, he/she has to endorse a duplicate and return it to the
credit union to indicate acceptance. |If the duplicate is not returned after the deadline,
the credit union isfree to offer the job to another qualified candidate.

1.2. Personnel File

A personnel file is created for him/her and all documents relating to his’her job shall be
filed i.e. terms and conditions of service, details of leave application, disciplinary notices,
letters of promotion, etc. All these documents should be systematically filed so that easy
reference could be made at any time.

Post Employment Vetting

Post employment vetting will be made for the more sensitive and important positions in
the credit union i.e. General Manager, Loan Officer, and Cashier/Treasurer. Fase
information given to the credit is a ground for the Supervisor In-Charge for the termination
or non-confirmation of employment after the probationary period. Sample letter for this
purposeisin Form 2.

Confirmation/Non-Confirmation After Probation Period

The General Manager/Personnel and Administration Manager will issue a letter of
Confirmation/Non-Confirmation of Employment _ days before the expiration of the
probationary period. The performance of staff under probation should be evaluated
throughout the probation period so that afair decision isreached at the end of the period.
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The supervisor will carry out performance appraisal (Form 3) approximately two to three
weeks before the date of confirmation is due. The result will be submitted to the General
Manager/Personnel  and Administration Manager who will issue the letter of
confirmation/non-confirmation.

3.1. Confirmation of Employment

Confirmation of employment of staff under probation will be made with adjustment
in salary if the performance of had been outstanding. Otherwise the confirmation is done
without salary adjustment.

3.2. Extension of Probation

« A probation period may be extended if the supervisor in-charge/General Manager
feels that hissher performance has not met the credit union's expectations and that
more time should be given to prove himself/herself.

« The Genera Manager/Supervisor-In-Charge may amend the job description if he/she
cannot be confirmed in the original position but may be suited for another position.

« Extension of the probation period will be done only once. If the staff under probation
is still unable to prove his worthiness at the end of the extended probation, his/her
services are terminated through non-confirmation.

33. Non-Confirmation

If the staff on probation cannot prove that he/she can carry out his job functions
satisfactorily, the General Manager/Supervisor In-Charge can opt not to confirm his/her
employment. It is sound personnel practice to issue a non-confirmation letter towards the
end of the probation period and not before, unless termination is on grounds of misconduct

Perfor mance Evaluation

4.1. Aims

o To alow free and confidential discussions about work between staff and
management;

o To discuss the staff member's progress and review job performance, in
comparison with set job standards,

« To offer and discuss means of improving work performance, such as learning
and development needs,

« Toenableall staff to make full use of their potential and keep the credit union
informed of their needs and aspirations;

« Toserveasbasisfor the annual salary increments.

4.2. Process
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o Theannual Appraisal will be carried out every _ of each year.

« The appraisal is an evaluation of staff's performance and has to be evaluated
objectively, accurately and fairly.

o The superior assesses his’her subordinates using the prescribed Performance
Appraisal Format (Form 4) to discuss their achievement and shortcomings. It
IS necessary that the evaluation be carried out in the presence of the staff
concerned, as this will enable the assessor to point out the deficiency of the
employee.

« The superior should provide and excellent opportunity to the staff concerned
to take remedial measures with aview to improving those areas of deficiency.

« The superior should offer advises and encouragement pertaining to improved
performance;

« Thefactors considered for evaluation are grouped as follows:

Work Knowledge and Ability
Work Habits
Work Attitude
Work Performance
Personal Characteristics
5. Promotion

Deserving staff could be promoted to a higher position upon the confirmation of the
General Manager. If such staff's potential and ability to do well in the new position is
guaranteed, the promotion may be unconditional. However, if the employee deserves the
promotion but unsure to live the up to the expectations of the new position, the General
Manager may opt for a conditional promotion i.e. on atria or "acting" basis for a period of
time subject to confirmation. Sample Letter of Promotion -with condition and Letter of
Promotion -without conditionis Form 5and 6 respectively.
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SAMPLE Form 1
Appointment Letter to Successful Job Applicant

(Date)

(Name)
(Address)

Dear (Mr./Ms. )

Appointment as (Job Title)

Further to your recent interview, we have the pleasure in making you an offer of

employment as (Job Title) effective (Date). Theterms and conditions of service are listed below:

1

Job Title and Date of Commencement

Y our appointment as (Job Title) will commence on (Date)

Saary

Y our salary will be (Amount) per month.

Probation

You will be on three (3) months probation from the date you join the credit union. Either

party will be required to serve seven (7) days notice in the event your service is to be
terminated.

Duties

Y our duties include:
a

b.

C.

Working Hours
The credit union normal working hours of the credit union follows:

a 8:.00am.to5:00 p.m. - Monday to Friday
b. 8:00 am. to 12:00 noon - Saturday
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10.

Transfer

The credit union reserves the right to transfer you to any branch without assigning any
reason.

General Conduct

During your employment, you will naturally wish your conduct to be such as not to discredit
you or the credit union and you will be expected to perform the duties assigned to you in a
loyal, efficient, trustworthy and honest fashion. Y ou will also be expected to conduct your
private affairsin a manner befitting your status within the credit union.

During the continuance of your employment with us, you will at al times faithfully and
diligently perform and observe such duties as may from time to time be assigned to you by
your superiors. You are expected to devote the whole of your time and attention to the
discharge of the duties and functions devel oped upon you.

You will not engage directly or indirectly in any other employment without the written
consent of the General Manager. You shall not divulge any matters, which may come to
your knowledge relating to the affairs of the credit union and its personnel.

L eave Entitlement

After twelve (12) months of continuous service, you will be entitled to days of annual
leave.

Provident Fund

The credit union will contribute a sum equivalent to % of your salary to the Employees
Provident Fund. Your contribution of __ % of your salary will be deducted by the credit
union from your monthly salary.

(Note: other similar type of benefit would replace this. In other countries this is equivalent to the
Social Security System, Housing Development and Mutual Fund etc.)

13" month and Bonus

You will be entitled to a 13" month pay. The payment of bonus is made entirely the
discretion of the Directors after the completion of one year of service and at the end of each
financial year.
The quantum may vary with each staff member according to service and performance.
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11.

12.

13.

14.

15.

Medical Expenses

The credit union will pay your persona medica expenses, excluding specialist fees,
maternity fees, dental and optical treatment. Medical advice when paid for by the credit
union, must at all times secured from the credit union appointed doctors.

Personal Accident Cover

All permanent and monthly paid employees will be provided Personal Accident coverage
equivalent to their annual salary.

Termination of Employment

The notice of termination of service either party during the probation period shall be seven
(7) days.

Alterations

If, for any reason whatsoever, the credit union wishes to ater these terms and conditions of
service in any way, it reserves the right to do so entirely at its discretion. Any alteration,
amendment or addition to these terms and conditions of service shall be advised to you in
writing.

Acknowledgement

Your signature on the duplicate of this letter shall be taken to signify your understanding
and full acceptance of the conditions outlined herein which are applicable to your
employment.

You shall retain the origina copy of this letter and return the duplicate copy bearing your
signature before (date).

Yourstruly,
(Name)
General Manager/Personnel and Administration Manager

I, (Name of Employee), understand and acknowledge the receipt of this letter.

Signature of Employee Date
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Form 2

SAMPLE

Post-Employment Vetting Letter to New Employee's Former
Employer(s)

(Date)

(The Manager)
(Organization)
(Address)
Dear Sir:

Re: (Employee's Name)

The above-mentioned person has joined our credit union as a (Job Title).

We would appreciate greatly if you would care to assist us by providing the following
information pertaining to this employee, in the spaces (provided below) on the copy, and

thereafter returning the copy in the stamped and self-addressed envel ope enclosed.

1. Whendidyou first employ him/her?

2. For what post was he/she employed?

3. Atwhat starting salary?

4. When did he/she leave your company?

5.  What was his/her last position held?
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6. What was higher last drawn salary?

7. Do you have any other comments (THIS WOULD BE STRICTLY CONFIDENTIAL)
about this employee?

The above confidential information is provided by:

Name Designation Signature

We thank you for your kind cooperation.

Yours sincerely,

General Manager/ Personnel and
Administration Manager
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SAMPLE

Form 3

New Employee's Performance Appraisal Form

Employee's Name

Designation

Department/Division :

A: Appraisal

Factors Poor

Fair

Average

Good Excellent

General Ability

Work Accuracy

Work Attitude

Getting Along with Others

Time Keeping

Daily Attendance

Any Other Comment(s):

Recommendation (please tick any one of the following):

Employee is to be confirmed.

()
( ) Probationary period to be extended.
( ) Employeeisunsuitable and his’her employment is to be terminated.

Date:

Signature:

Name and Position
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Form 4
Performance Appraisal
Name: Division:
Since (Date) Job Title Group Salary
Commencement
Present

Qualification(s) prior year:

Examinations passed during the year:

Courses attended during the year:

Period of Appraisal: From: to

The appraisal is an evaluation of an employee's performance and has to be evaluated objectively,
accurately and fairly. In doing this evaluation, favoritism has to be totally ruled out.

It is important that this evaluation be carried out in the presence of the employee concerned, as
this will enable the assessor to point out the deficiency of the employee. In doing so, it will
provide an excellent opportunity to the employee concerned to take remedial measures with a
view to improving those areas of deficiency. Advisesand encouragement pertaining to improved
performance are highly recommended.

The factors considered for evaluation are grouped as follows:

Work Knowledge and Ability ..o 20 points
Work Habits 20 points
Work Attitude 20 points
Work Performance 20 points
Personal Characteristics oo 20 points
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A. Work Knowledge and Ability

Factors 5 Points 4 Points 3 Points 2 Points Score
Thoroughly Possesses Has the Minimum
The Job understands all required knowledge of | knowledge of
aspectsof job | knowledgeto an average job and
and does not doajobwell | workertodoa performs
need any and requires satisfactory | unsatisfactorily
guidanceor | little guidance. job.
checking.
[ ] [ ] [ ] [ ]
Understanding | Exceptionally Good in Can deal with Needs
and critical goodin analyzing and | routine work assistancein
ability analyzing and coping with problemsand | solving work
solving work work cope with new problems,
problems. problems. problems. otherwise
unable to cope.
[ ] [ ] [ ] [ ]
Writing Skills Writes Capablein Average skills | Cannot express
exceptionally | making his’her | writing skills. | himself/herself
well and pointsin clearly on
written work is writing. paper.
well presented.
[ ] [ ] [ ] [ ]
Oral Very lucid, Puts his/her Express Does not put
Expression | convincingand | pointsacross | himself/herself | his/her points
to the point. well. adequately. across well.

[ ]

[ ]

[ ]

[ ]

Sub-Total
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B. Work Habits

Factors 5 Points 4 Points 3 Points 2 Points Score
Full of Usually works Requires Always hasto
initiative, self- | independently, | normal amount | be directed.
Initiative starter and with little of guidance.
makes guidance.
practical
suggestions.
[ ] [ ] [ ]
Dependability Reliableand | Usually can be Requires Requires
requiresno | depended upon normal considerable
supervision. with little supervision. amount of
supervision. supervision.
Does not
aways follow
directions.
[ ] [ ] [ ] [ ]
Stickstothe | Doesnot give | Normally sees | Tendency to
Perseverance job until up easily. job through. | giveup easily.
results are
achieved.
[ ] [ ] [ ] [ ]
Orderliness Always keeps Work place Requireslittle | Work place
workplace well | seldom out of follow-upin | usually messy
arranged. order. maintaining and not in
placein proper | proper order.
order.

[ ]

[ ]

[ ]

[ ]

Sub-Total
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C. Work Attitude

Factors 5 Points 4 Points 3 Points 2 Points Score
Has high Requires very Carries out Hardly any
interestinjob. | littledirection | only the most enthusiasm
Interest Showsgreat | innew areasof | obvioustasks | andinterestin
enthusiasm. responsibility. without the job.
Self-staining follow-up.
and look for
new
responsibilities
[ ] [ ] [ ] [ ]
Understands Accepts and Acceptsand | Does not seem
and adheresto adheresto to accept and
Attitude appreciates organization's | organization's complains
towards organization's policies policies but about
organization's | policiesand | willingly with | requiressome | organization's
policies their purposes. | little reminder. reminding. policies.
[ ] [ ] [ ] [ ]
Appreciates Willing to Acceptsthe Has difficulty
Attitude guidance when accept normal in adapting to
towards offered. suggestions supervision new methods
supervision and required of a | or instructions.
constructive job.
criticism.
[ ] [ ] [ ] [ ]
Attitude Goes out of Usually Extends Relations with
towards his’her way to | cooperative, normal others not too
Colleagues | be cooperative, | friendly, and cooperation, good.
helpful, courteous. friendliness Occasionally
friendly and and courtesy. quarrel some.
courteous to
colleagues.

[ ]

[ ]

[ ]

[ ]

Sub-Total
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Work Performance

Factors 5 Points 4 Points 3 Points 2 Points Score
Maintains Usually does | Does sufficient Turns out
unusualy high | morethanis amount of inadequate
Quantity of workload. expected. work. workload.
Work I:I
[ ] [ ] [ ]
Consistently Careful and Work Carelessand
completeand | seldomneeds | acceptableby | inconsistentin
Quality of thorough, corrections. maintaininga | work. Needs
Work rarely make normal record checking.
mi stakes. of accuracy.
Makes
occasional
mistake. |:|
[ ] [ ] [ ]
Exceptionally Rapid Average Slow
Work Speed fast
[ ] [ ] [ ] [ ]
Accepts all Consistently Accepts but Avoids
Responsibility | responsibilities | triesto fulfil doesnot seek | responsibility
and meets job responsibilities | and tendsto
crisiswell. responsibilities "pass the
buck”.

[ ]

[ ]

[ ]

[ ]

Sub-Total
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Personal Characteristics
Factors 5 Points 4 Points 3 Points 2 Points Score
Tendsto take Can inspire Can inspire Has difficulty
the lead and staff or staff or in getting staff
Leadership inspire staff or | colleaguestoa | colleagues or colleagues
colleagues to good extent. adequately. to "move".
givetheir
utmost.
Always Courteousand | Courteous but Not very
courteousand | handles people | occasionally | courteousand
Courtesy effectivein satisfactorily. needs has difficulty
handling supervisionin | indealing with
people. handling people.
people.
Cangrasp a After some Slow in Wishy-washy
Decisiveness situation thought can making indecisive.
quickly and make decisions. (fast in making
make very reasonably decisions)
effective effective
decisions. decisions.
Outstanding Neat. Better | Presentable by Careless,
Appearance and makes than average average unkempt.
(Personal excellent impression. standards.
Grooming impression.
habits)
Sub-Total
Total Score
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Attendance: Number of times of unauthorized absence sine the last appraisal
Punctuality: Number of times late for work since the last appraisal

Warnings: Number of time in receiving warnings (state verbal or written):

Thetotal points scored will serve as a guide to the employee's performance level:

O Outstanding - 90 to 100
O Above Average - 70to0 89
O Average - 55 to 69
U Manageable - 50to 54
O Unsatisfactory - 0to 49
Recommended for Promotion/Salary Not Recommended for Promotion
Increment
Exceptionally well qualified Likely to Qualify in Time (not able
(seems likely to stand out in the to do the higher job at present, but
higher grade and go till further)....... D should qualify after more experience)..... D
Well qualified (well-fitted for
Immediate promotion and likely Unlikely to Qualify (showslittle
to do redly well in higher grade)....... D OF NO PrOMISE) .uvneeeeiie e e e e e D
Qualified (Able to do the higher D
Job adequately) ........ccoiiiiiiiiits

Training and Development Needs:

Please identify the training needs required by the employee for further development:

If recommended for promotion, please indicate the kind of duties the employee would be best-
suited and/or any other suggestions.
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General remarks by immediate superior:

Signature: Designation:
Name

Date:

I, have understood the contents of the appraisal.
(name of Employee being apprai sed)

Employee's comments (if any pertaining to his interest and career plan in line with the
organization's progress):

Final Report and Countersignature of General Manager

Signature: Date:
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Form 4-A

Performance Appraisal
A Subjective Model for Executive Staff

J————————— — — ]

Section 1

1. Name of Staff

2. Job Title/Grade

3. Department

4. Length of Service

5. Timein Present Post

6. Dateof Last Appraisal

Name of Appraiser

Signature of Appraiser

Date of Appraisa

Description of Principal Duties of Appraised:
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Section 2

Individual Attributes (See definition on pages 195-196 )

1 2 3 4 5 6 7 8 9

10

Team Work

Loyalty to the organization

Cooperation

Work Accuracy

Adaptability

Social Attributes

Initiative

Knowledge of Work

Managerial Competence

Sub-Totd

Final Total

Total on Previous Appraisal

Section 3 - Performance in job-improvement required at last review.

What improvement was required at last review?
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What improvement has occurred since last review?
Assessment of performancein job sincelast review.
Assessment
Key Areas Out- Very Below Unsatis-
of Job standing | Effective | Average | Average factory

® N o O] M W DN PE

Section 4 Overal summary of performance including an assessment of the extent to which the
job is being done fully and well.

Indicate the main strengths of employee:
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Indicate main weaknesses of employee:

Section 5: Were the set of objectives achieved -indicate performance

Section 6: Objectives/Action Plan - Establish objectives and areas for improved with targets

Objectives Targetsto be Achieved Time Scale

Section 7: Future Development -Indicate Potential
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Section 8: Appraiser’s Comments - which will be reviewed be the reviewed by the Head of the
Department.

Signature of Appraisee: Date:
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DEFINITIONSOF INDIVIDUAL ATTRIBUTES

Attributes

Outstanding

Unsatisfactory

L eader ship

His/her presence puts heart into others
and his’her example gives them an
excellent standard by which to judge
their own behavior. He/She demands
nothing of othersthat he/she is not
prepared to give at least an equal
measure him/herself. His/Her
subordinates respond eagerly to his/her
directions and he/she commands
obedience with rank and affection with
impartiality. His/her juniors know that
they can count on his’her understanding

sympathy.

He/She exercises little influence over
his/her subordinates other than by
his/her poor example. He/She accepts
from others hig’her own low standard
of discipline and hiher temperament
makes him/her incapable of effective
command. He/Sheisinconsiderate for
the feelings of others and takes no
interest in hig’her subordinates, their
welfare or domestic circumstances.

Teamwork | A highly respected and effectiveteam | Solitary and tactless, does not easily
member who works in harmony with respond to the ideas of others, and
others. Tactful and helpful to everyone | unyielding. His/Her abrasive manner
at all time, he/she participates fully in a | invites a hostile response, he/sheisa
wide range of activities and adoptsthe | disruptive element in team activities
right approach to superiors and and is best left to work on his’her own.
subordinates alike. His/Her presencein
ateam givesit a high chance of
success.

An individua who placesthe His/Her chief obligation to hisher own
organization's interests above his/her selfish purposes-he/sheisin the
own. He/She has a profound affection | organization for what he/she can get
L oyalty for the organization and is enthusiastic | out of it. He/She seesvery little value
fulfilling his/her responsibilities. in the profit virtues. Whilst hisher
He/Sheis unswerving in his’her ability may not be in doubt, his/her
support for superiors and juniors alike | support would be suspect at times of
and can always be trusted to give need.
impartial advice.
Peers, subordinates and superiors He/She will always find areason why
Cooperation | regard him as someone who considers | he/she cannot do something. When
others before him/herself -nothing too | instructed to do something will usually
much trouble. moan about it to his/her superior and/or
others.
He/She will always ensure accuracy in | He/She will have developed reputation
his/her work and will be known as a where his/her work always needs
Accuracy person whose work does not need checking and invariably contains errors

checking.

and inaccuracies. The general quality
of his’her work is poor.
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Attributes QOutstanding Unsatisfactory
Anindividua who possessesthetotal | Anindividual who isincapable of
capability of adjusting his’/her approach | adjusting his/her approach and
and relationship to people, tasks and relationship to people, tasks and

Adaptability | situation to suit to circumstances Situation to suit various circumstances.
without abrogating his/her principles or
becoming what might be regarded as a
spinelessindividual.

At ease in every company and in all An awkward individual given to

situations he/she displays the utmost discourtesy and insensitive to the

courtesy and consideration for others. | feelings of others. An insignificant

Social His/Her fine presence and his/her figure matched by a slovenly

Attributes | inspired an immaculate turn out, appearance. His/Her sense of humor is

together with his/her well balanced invariably misplaced.

humor, enlivens every occasion.

Anindividual who makes a decision Anindividual who is unlikely to make

and/or takes action in circumstance adecision or take action unless thereis

Initiative | where there is no prescribed guidance, | aprescribed guidance or he/she has
and in which the decision islikely to referred the matter to a superior even
create a significant precedent. then the decision is unlikely to create a
significant precedent.

An individua who has atotal Anindividua whoislikely to be

command of all the knowledge required | lacking in knowledge relating to some
Knowledge | to undertake, in aany circumstances, tasks which he/she may be expected to

all the tasks he/she islikely to meet. encounter.

Exceptionally capable in providing Failsto provide effective supervisory

effective control, foreseeing or managerial control over hisher

difficulties, dangers, and correcting subordinates, is a poor

errors, whilst allowing the optimum organizer/planner, who works without
Managerial | delegation of authority. A master at method of foresight. Seldom evaluates
Competence | organization and planning, who is correctly the results achieved. Over or

quick to recognize priorities to put
them into effect, logically and
systematically, and who is able to
evaluate accurately the results
achieved. He/She employsthe
resources under his/her control in the
most economic way.

under delegates responsibility. Has
little sense of cost-effectiveness and
either failsto detect most areas or
allows areas to go unchecked in his’her
subordinates.
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Form 5

SAMPLE

Letter of Promotion- with Condition
(Date)

(Name of Employee)
Present Position

Dear Mr./Ms.
RE: Promotion

We are pleased to inform you that you have been selected for promotion for the position
of (post) with effect from (date).

This promotion is subject to your successfully completing six months trial period (which
may be extended for another three months at the sole discretion of the credit union) during which
time you shall receive a monthly 'Acting Allowance' of (amount) in addition to your existing
salary.

On confirmation, the 'Acting Allowance' shall cease although an equivalent to your
existing salary as total basic salary. In the event of your not being confirmed in this position,
you shall revert to your former position or be reassigned to a position equivalent to your former
position and the 'Acting Allowance' shall cease altogether.

We trust you shall endeavor to give your best effort to our credit union at all times.

Yourssincerely,

General Manager/Personnel & Administration
Manager

c.c.: Department Head
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Form 6

SAMPLE

Letter of Promotion- without Condition

(Date)
(Name of Employee)
Present Position
Dear Mr./Ms.
RE: Promotion
In recognition of your good performance, we are pleased to inform you that you have
been promoted to the position of (post) with effect from (date). Your basic salary shall be

adjusted to (amount) per month.

Please accept our heartiest congratulations. We wish to thank you for your contributions
and look forward to your continued dedication and support.

Yours sincerely,

Genera Manager/Personnel & Administration
Manager

c.c.: Department Head
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SAMPLE

Job Description

POSITIONTITLE: Teller/Cashier
DIVISION/DEPARTMENT: Operations Department

TITLE OF IMMEDIATE SUPERVISOR: Operations Manager
DATE OF LAST REVIEW OF JOB DESCRIPTION:

POSITIONIS: Full Time: Part Time: Temporary:

PRIMARY PURPOSE OF JOB

Acts as acredit union representative to the public. Performsall transactions authorized to be
performed at teller windows. Provides information and assistance to members on all
transactions. Cross-sells other credit union products and services as appropriate. First-line
responsibility for identifying transactions and situations subject to various reporting and
compliance requirements, such as suspicious activity reports.

PRINCIPAL DUTIES AND RESPONSIBILITIES

» Conductsindividual member transactions involving member accounts, including
deposits, withdrawals, loan payments, cash advances, and issues authorized
disbursements,

=  Answers members questions and responds to problems and complaints about credit
union accounts and services;

= Explains operation of credit union policies to members;

» Cross-sells appropriate products and services to members;

= Performs miscellaneous duties as required and as time permits, including, but not limited
to, processing address changes, filing, running cash and checks to general ledgers, etc.
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SUPERVISORY RELATIONSHIPS

Reports Directly to:

Other positions supervised:

Level of supervisory authority of position:

INTERNAL AND EXTERNAL CONTACTS:

Extensive daily contact with members. Frequent daily contact with other functional areas of
credit union. Occasional contact with external sources of information in local area, to respond to
members questions and issues, or to get information needed to do the job.

EDUCATION AND EXPERIENCE REQUIRED

High school diploma or equivaent required, with focus on business or mathematical skills. Two
years of experience in cash handling, customer service, light clerical work including use of
computers desired.
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Preface

THE PRESENT MARKET environment is very much
competitive. Credit union managers and leaders should
perform the task of managing change and ensuring that
their credit union is financially strong and providing competitive

products and services. Thus, credit unions must adopt aggressive
strategies to cope up with the changes in the marketplace.

This book, “Making Strategic Planning a Great Challenge of a
Lifetime” will help managers and leaders of credit unions to
examine the real position of their credit unions in the competitive
environment. The workbook will guide the credit union Board
and management to prepare their own plan without or with
minimum guidance of a technical person.

Strategic planning is the determination of the future posture of the
credit union with special reference to its products and services, its
viability, its size, its rate of innovation and its relationship with its
management, external institutions and environment.

The workbook introduces a simplified format for planning, which
is self-explanatory. Critical analysis of each step is essential to
facilitate the formulation of an aggressive and opportune
“strategic game plan.”  Furthermore, this workbook intends to
bring the following benefits for the strategic management of credit
unions:

= Establish a clear-cut direction and take proactive position in
shaping the credit union’s future . . . How the credit union be
like some 3 years from now?

= Leaders and Managers will gain an insightful understanding of
what business they are in.

» Gain knowledge of members’ needs as basis of packaging
need-based competitively priced products and services.

= The credit union products and services tuned-in the market
trends and new opportunities . . . it is not conservative or
traditional type.

» The credit union measures success in terms of how well it is
competing in the marketplace.

» The Board and management develop skills on *Strategic
Thinking as the process is focused on target market segment,
competitive positioning as well as ensuring high degree of
operational efficiency.

ACCU seeks every opportunity to provide value-added services to
its members. You could use this workbook acknowledging
ACCU.

ACCU develops this workbook part of the project on Institutional
Development of Credit Unions in Asia (INDECUA), supported by
MISEREOR, the Netherlands.

@ Association of
Asian Confederation of Credit Unions
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IMPORTANT THINGS TO KNOW BEFORE THE PLANNING EXERCISE!

THE DIAGRAM in the next page is the process of Strategic
Planning you need to follow through.

Here are some questions that perhaps are in your mind:

Who is going to prepare the Strategic Plan of your credit
union?

» The Board of Directors is responsible in preparing the plan;

= The Board of Directors can appoint a Strategic Planning
Committee  representing the Board, Sub-Committees,
Management, and selected members.

What are the things you need to complete before starting to
plan (plan to plan)?

1. Allocate budget for planning related activities such as
research, member surveys, consultations with members, and
planning sessions costs;

2. Schedule of the planning dates-WHEN and WHERE. The
Manager and Chairman/Chairman of the Planning Committee
develop a timetable. The planning process takes at least 6
months but planning is a continuous process.

3. Identify information needed for planning such as credit union
financial statements, trends, membership issues, and products
and services issues.

4. Prepare for the assessment of external environment, which
requires competitor analysis, socioeconomic trends in local
community and other demographic statistical information.

5. Make sure of the readiness and commitment of the Board of
Directors, Management staff and Committees on the planning
process through meetings.

6. Consider facilitation process by an external planning
facilitator preferably from the National Credit Union
Federation/League to provide objectivity in confronting issues
and guidance to ensure that the process is not losing its track.
Though this book is prepared to guide credit unions to
facilitate their own planning, the role of an external facilitator
is important to balance the results of the plan. It would avoid
biases and subjectivity on looking at various organizational
issues.

Strategic Planning is a special planning session or workshop
designed to address the following fundamental questions:

= Where are we now? — The situation analysis
= Where are we going or where should we be going?-Visioning

= How do we get there? —Your mission, objectives, goals, and
strategies
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STRATEGIC PLANNING PROCESS

l Pre-Plan (Plan to Plan) |

Internal Diagnosis of Strengths, Weaknesses, External
Environment Opportunities & Threats (Step 1-4) Environment

Review of Vision and Mission
(Step 5-6)

Long-Term Objectives

Goals (Step 7)
|

Strategic Plan
(Step 7)

l Tactical Plan (Step 8-9)
l Budget (Step 10)

Implementation Plan (Step 11)

N OOQUT O (DD -m

Monitoring and Evaluation
(Step 12)
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What Opportunities and Threats do the external environment has posed to your credit union?
Your answers to the following questions are the basis of identifying opportunities you can exploit and threats you need to overcome.

Things you need to be concerned about your environment

Opportunities to be
exploited

Threats to be avoided or
responded

1. What is your Market Profile?

=  Whatis the total population of your area of operation:

(This is your potential market)
= |sit Urban Rural or Both

Analysis of your Potential Market
= Age segment of the market:
Potential
Members Members
12 below
13-19
20-29
30-39
40-49
50-59
60 above

=  Gender
% of female
% of male

=  Monthly Income Ranges
Under Pesos 7,000
8,000-15,000
16,000-20,000
21,000-30,000
31,000-50,000
51,000-70,000
71,000-100,000
Above 100,000
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Opportunities to be Threats to be avoided or
Things you need to be concerned about your environment exploited responded

2. What is your competitive position in the present market (within your area
of operation)?

= How many financial institutions are operating in your area and are
providing financial services to your potential members?

Number Approx. Unique Characteristics of
No. of clients Of their products & services
Loans & Savings
Banks

NGOs/MFIs

Pawnshops

Paluwagan

Lending Inv.

Others

= Number of members accessing the services of the above financial
institutions?

= How would you assess the operation of the above financial institutions?

Expanding operations
Will go village to village
Will capitalize on “services delivered to clients’ doorsteps”
Will innovate their services to reach more clients
Other opinion:
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Opportunities to be Threats to be avoided or
Things you need to be concerned about your environment exploited responded

3. Political Situation

= |sthere any development programs run in the area of operation with
political agenda? Yes No__ . Ifyes, how does it affect your credit
union?

4. Economic Condition

= |sthere a seeming vulnerability to recession or business cycle that might
have a direct affect to your members and community? Yes No
If yes, what are those (please check)

Economic Growth Indicators Economic Crisis Indicators

_____Opening up new business enterprise __ Closing down of business
enterprise

_____High or constant economic growth ~_ no economic growth

_____ Stable interest rate _____Changing interest rate

_____Increasing unemployment _____Increasing employment
opportunities

_____Increasing cost of living _____Stable cost of living

Others:

(@) CREDIT UNION STRATEGIC PLANNING WORKBOOK 239




Things you need to be concerned about your environment

Opportunities to be
exploited

Threats to be avoided or
responded

5. Understanding the Social Values of your market . . .

=  What are the changes in the social values of the people today
compared 20 years ago?

= Do you think people’s priority like cooperation and volunteerism are
decreasing? Yes No If yes, what are the priorities of people as
influenced by market economy?
higher education Workplace

Sophisticated Services Higher standard of living

Others:
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Opportunities to be Threats to be avoided or
Things you need to be concerned about your environment exploited responded

6. Technology ...

= What are the technologies used by competitors for efficient service
delivery to clients/fmembers?

Existing ones What your competitors What do you
have? have?

Telephone

Fax Machine

Internet/E-mail

Video/Television

Radios

Computers

ATMs

Internet Banking

Automatic Voice Response

Others

=  What are the new technologies you need to adopt to enhance the
delivery of financial services to your members?

New Technology What benefits you can bring to your CU?

= Do you have resources to embrace the new technology?
Yes: No:_
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Step 2

Summarize the Opportunities and Threats identified.
(Remember every Threat can be converted into an opportunity! “Winner sees green in every sand traps”

% Areas

Opportunities to be exploited

Threats to be avoided or responded

1. Market Profile of your
credit union

2. Political Situation

(@) CREDIT UNION STRATEGIC PLANNING WORKBOOK

242




Areas

Opportunities to be exploited

Threats to be avoided or responded

3. Economic Condition

4. Social Values

5. Technology
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Assess the Internal Strengths and Weaknesses of your Credit Union.

How?

By the use of COOP-PESOS

= Financial data from the last two years financial statements i.e. Balance Sheet and Income Statement will be used for this purpose. The financial
statements represents how well the Board of Directors of your credit union fulfill their role of adopting appropriate policies for the sustainability and
viability of your organization. It is also the measurement of the management efficiency in running the credit union. The PESOS, in a quantitative
expression, clearly demonstrates the problem areas. This would certainly make your planning a lot easier.

Instruction:

In a separate sheet, prepare the COOP-PESOS rating of your credit union for the last two years and the latest financial statement. It is important to
observe the trend and it would be necessary to have two-year comparative rating.
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Summarize the Strengths & Weaknesses of your credit union using COOP-PESOS &
Assessment compared with the environment

Areas Strengths Weaknesses

1. Financial Performance (please refer
to COOP-PESOS)

Examples:

= Delinquency-high or low

= Capitalization-savings, shares,
institutional capital

= Liquidity-is it a problem or not?

= Non-earning Assets-is it ok with PESOS

= Profitability

=  Growth in Assets-below the growth
standards or not?

2. Products and Services
Examples:

= Too small to compete in the market
served

= Not diversified to serve diverse
members

= |nnovation applied or not

= Reach out of the services of your
credit union — economy of scale

= Weak in areas where there are more
market to be served?

= Short of financial resources to serve
members needs

= |s your products and services meeting
the needs of your members or
designed for potential members too?

=  What is your position compared with
the competitors?
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Areas Strengths Weaknesses

3. Market Presence

Examples:

= Are you having at least 30%
membership penetration in your area
of operation?

= Are members to be served too small
for your credit union to become
viable?

=  Whatis the image of your credit
union in the community as compared
with other financial institutions

=  Whatis the public image of your
credit union?

4. Human Resources

Examples:

= Are the staffs given adequate
screening, training supervision and
evaluation?

= Does the manager have adequate
authority, responsibility and
managerial skills?

= Do the Board of Directors and
committees have the right skills to
perform its functions?

= Does your credit union provides
suitable infrastructure to
management to generate more
benefit for the organization?
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Revisit your Vision
You need to think of the image, financial capability, and capacity of your credit union
that could stand firm through the challenges of the changing market environment

1. Write your present vision in this box. If none, proceed to the
next box.

3. What characteristics your credit union should have in order to
overcome challenges of the external environment? List down key
words such as: Competitive, viable, sustainable, responsive, safe
and sound, etc.

2. What is the identity of your credit union?
A bank
A Social Organization
A Financial Company
Cooperative Financial Institution

Others:

4. Formulate your Vision Statement . . . It is not an action
statement, it is imagining your credit union’s stature seen from this
point to the next 5 or 10 years or so.
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Update your Mission Statement
You Mission is a broad, far reaching, meaningful, clear and easy to understand statement,
which states the reason for organization’s existence.
“The first task of a leader is to make sure that everybody sees the vision and mission, hears it, lives it.
If you lose sight of your vision and mission, you begin to stumble and its shows very, very fast.
And yet, vision and mission needs to be thought through, needs to be reviewed.”. . . Peter Drucker

Answer the following using only key words. Do not answer in long sentences. Be specific.

1. What is the purpose of the existence of your credit union? 3. What s the primary business activity of your credit union?
2. How do you achieve the purpose of your existence? 4. Who are the clients your credit union is serving?
Write your present Mission Statement in this box. Update your Mission based on your answers:
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GOAL AND STRATEGY SETTING
Follow the SMART Rule: 1) Stretching-they should challenge the manager and the team;
2) Measurable-they must be quantifiable; 3) Achievable-they must be realistic;
4) Related to Members/Customers-they should improve the services to them; and 5) Time-targeted-they must have an end date.

Note: Refer to your SWOT in setting your goals

Strategies
Goals for the next 3 years How will you achieve your goals? There are many options to achieve the
Action + Measure + Time goals. You need to select from those options. Criteria should be: Cost

Effective, innovative, and not routine.

Goal 1:

Goal 2:

Goal 3:

(@) CREDIT UNION STRATEGIC PLANNING WORKBOOK 249




Strategies

Goals for the next 3 years How will you achieve your goals? There are many options to achieve the
Action + Measure + Time goals. You need to select from those options. Criteria should be: Cost

Effective, innovative, and not routine

Goal 4:

Goal 5:

Goal 6:

(@) CREDIT UNION STRATEGIC PLANNING WORKBOOK 250




Step 8 PREPARE THE STRATEGIC ACTION PLAN

Teams must take strategic plan seriously. Use the discipline of clear documentation.

Strategy No. :

Measure: (the achievement of the goal)

Deadline: Owner: (the person with overall responsibility for
achieving the goal)
Responsible Time Milestones
Actions Person responsible for Date for which (Key events that allow you to
An event or achievement marking the progress related to the strategy the action action should be monitor if the action is on track
completed to finish in time)

Note: copy this page for the other strategies
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MATCH MANAGEMENT STRUCTURE TO YOUR STRATEGIES
Strategies are not routine work. It is introducing innovation to your organization.
You need committed people to implement your strategic game plan.

The success of carrying out your strategies depends on your team.

Functional Units in the credit union Who are this staffs? Match your Strategies
(Minimum functions in a medium size credit union) (Position titles will do) i.e. Strategy No. 1 or Action 1, 2,3 etc.

Finance and Administration-handles accounting
and reporting, membership relation, budget control,
personnel administration, fund administration, and
internal auditing.

How many staff?

Loan and Savings Administration- responsible for
credit administration, products and services
development, and delinquency control.

How many staff?

Training and Education-membership recruitment,
seminars and trainings, marketing program
development, carrying out surveys and feedback
from members

How many staff?

Overall Supervision-monitoring, performance
appraisal, planning, sourcing of capital,
representation, networking, maintaining good
working relationship with the Board and Committees
How many staff?
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If necessary, reshape your management structure according to your present goals, strategies and activities. Draw
the new management structure here. . . .
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How VIABLE IS YOUR STRATEGIC PLAN . . . ESTIMATING A BUDGET
Understanding the financial implications of a strategy is fundamental to its success.
Look at potential revenues and estimate future costs to arrive at an overall budget.

First thing first: Remember aside from your strategies, you have your routine operation. This has to be considered in preparing your projection.
Please list down some assumptions before making projections:

Budget Items Write your assumptions in the boxes below
(Just giving you some suggestions)

Expense

= Determine the terms of the loans- % of interest,
repayment period, % of repayment of loan
outstanding. (note that your goal of increasing
savings and members will increase the capacity of
your credit union to provide loans)

= Non-cash expenses like depreciation and
delinquency. What is the depreciable life of the
assets

= 9% of allocation of Net Income

= Salaries of Present staff and additional staff you
will be recruiting

» Board and committee meetings planned

» Training planned

= Marketing costs like promotion and incentives
and publication

Income:

» 9% of interest on loans and types of new loans to
be introduced in the future
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Budget Items
(Just giving you some suggestions)

Write your assumptions in the boxes below

Capital Expenditures or plan affecting Balance
Sheet Accounts

» Any equipment, furniture or capital expenditures
planned in the future. Example is renovating the
office to become more professional,
computerization

= Do you anticipate additional financing from
external sources
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NAME OF CREDIT UNION:

PROJECTED CASH FLOW STATEMENT - YEAR

Particulars

Jan.

Feb.

Mar.

Apr.

May

Jun.

Jul.

Aug.

Sept.

Oct.

Nov.

Dec.

Total

PROJECTED CASH RECEIPTS

Share Capital

Deposits

Loan Collection

Membership Fees

Interest on Loans

Interest from Inv.

Other Loan Income

External Borrowing

Others

Total Receipts
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PROJECTED CASH DISBURSEMENTS:

Loans Granted

Payment of External
borrowing

Acquisition of Assets

Investments

Withdrawal of
Members Savings

Sub-Total

Cost of Funds:

Interest on Savings

Interest on External
Borrowing

Sub-Total




Governance cost:

Meeting-Board &
Committees

Annual General
Meeting

Travel

Representation

Sub-Total

Marketing and
Promotion

Education/Training

Marketing Materials

Promotional
Campaigns

Others

Sub-Total

Administration:

Salaries & Benefits

Travel

Utilities -Water,
Electricitiy

Communication

Stationeries

Miscellaneuos

Sub-Total

Total Projected
Cash Disb.

Net Projected Cash
Flow

Add: Beginning
Balance

CASH ENDING
BALANCE
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Total Receipts
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PROJECTED CASH DISBURSEMENTS:

Loans Granted

Payment of External
borrowing

Acquisition of Assets

Investments

Withdrawal of
Members Savings

Sub-Total

Cost of Funds:

Interest on Savings

Interest on External
Borrowing

Sub-Total




Governance cost:

Meeting-Board &
Committees

Annual General
Meeting

Travel

Representation

Sub-Total

Marketing and
Promotion

Education/Training

Marketing Materials

Promotional
Campaigns

Others

Sub-Total

Administration:

Salaries & Benefits

Travel

Utilities -Water,
Electricitiy

Communication

Stationeries

Miscellaneuos

Sub-Total

Total Projected
Cash Disb.

Net Projected Cash
Flow

Add: Beginning
Balance

CASH ENDING
BALANCE
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