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BUSINESS PLAN SUMMARY

The Islamic faith prohibits charging interest on loans. The purpose of the proposed CU is to provide no-interest lending to community members according to Islamic principles. Below is a high-level summary of the business plan. 

1. The CU will not pay any interest to depositors, nor charge any interest to borrowers.

2. The CU will have a Share deposit account only; no draft (checking), ATM, debit card, credit card, etc. services will be provided in the first few years. 

3. The CU’s expenses will be funded by a $3/month fee charged to every member, and a $10/month fee charged to every borrower.

4. A new member must have an existing account at another US credit union or bank.

5. The CU will not have cash transactions nor maintain any cash. All CU funds will be kept in federally insured accounts at another credit union or bank. 

6. The CU will accept and issue funds primarily via ACH (or similar electronic means).

a. The CU will collect previously agreed monthly deposit amounts and loan payments via ACH from the member’s predefined account at another bank/CU. 
b. Member withdrawals will be done primarily by sending funds monthly via ACH to the member’s predefined account at another bank/CU.

c. For members who do not provide ACH information deposits by check will be accepted once a year, and withdrawals will done by issuing a CU check to the member. Cash deposits and withdrawals will not be allowed. 
d. Loan payments will be accepted in cash in exceptional circumstances only.
7. The CU will maintain offices in donated space, and offices will be staffed by volunteers on week-ends for limited hours. The CU’s web-site will provide all member balance and transaction information as well as aggregate information about the CU. 

a. The services provided by the CU office will be limited primarily to opening/closing accounts, accepting loan applications, interviewing loan applicants, and providing information to prospective members. The CU will set up temporary booths, from time to time, using donated facilities, to provide information to prospective members.

b. Member communication with the CU will be primarily via web-site and email. Phone service will be available in evenings and week-ends on a limited basis.

8. The CU’s Regular Lending program will issue no-interest loans to members who have existing, interest bearing loans with other lending institutions. 
a. Members with loans that have the highest interest rates will have preference in receiving loans from the CU. The borrower must meet the CU’s credit criteria and the loan must meet the CU’s other loan selection criteria. For example, credit card loans and lines of credit loans are not eligible.
b. The member will pay off the interest bearing loan, using the CU loan, and make loan payments to the CU. The CU’s loan term will generally be the lesser of 5 years or the remaining term on the borrower’s original loan.

9. The CU’s Sponsored Lending program will issue loans to members who have existing loans or anticipated expenses such as college tuition, and the loan applicant does not meet the credit or other requirements of the Regular Lending program. 

a. Deposits will not be used to fund such loans. The loan will be issued only if other CU members volunteer funds, as fees paid to the CU, to fund the loan. 

b. The primary purpose of this program is to assist members in financial need.

10. Members will enroll in voluntary fee programs used to build the CU’s net worth: 
a. Net Worth Fee: $7/month fee to build the CU’s Net Worth. The fee will be charged only if the member’s lifetime fees are below the CU’s per-member threshold.
b. Regular Lending Fee: $25-250/month fee to build the CU’s Net Worth and provide capital for regular lending. A member’s fee will be reduced proportionately each month based on loan payments received by the CU for the month and the member’s lifetime fees paid.
11. The CU’s operations will be conducted primarily on a monthly cycle, and all CU operations work will be performed by volunteers. Appropriate training will be maintained for staff. 
CU PURPOSE and GOALS
The purpose of the proposed CU is to provide no-interest lending to community members according to Islamic principles, which prohibit interest on loans.

Within the context of this purpose, the goals of the planned CU are to
1. Provide no-interest lending to community members using funds from within the community.

2. Operate the CU in a manner that encourages the members to participate in community lending and in the CU’s activities.

3. Operate the CU in a professional manner, meeting all legal and regulatory requirements and treating members with respect.

4. Build the CU’s capital structure steadily to provide a stable foundation for the CU but keep the CU reliant on community participation.
5. Provide information and assistance to others who would like to set up similar no-interest CUs.
6. Add new services like debit card, etc. if economically feasible and if adding these services does not interfere significantly with the CU’s main purpose.

SPONSORING ORGANIZATION

The sponsoring organization is Jafari Interest-Free Loans (JIFL), a Texas non-profit corporation. JIFL provides the facilities to let its members pool their funds and make person-to-person loans to a JIFL member; JIFL itself does not own the funds nor the loans.
Each member provides a list of the member’s existing, interest bearing loans to JIFL. Members contribute $50-$100 per month. As of July 2012, JIFL has about 122 members who contribute about $7,500 per month. A 3 person loan committee reviews the loan list and selects the loan that has the highest interest rate and the loan amount is within the pooled funds available. 
The member who has the highest interest rate loan is asked to provide documentation to confirm the loan’s balance, interest rate and monthly payment as well as to the member’s ability to repay the loan. If the loan committee approves the loam, funds from each JIFL member are pooled to issue the loan. The member who receives the loan pays off the original loan and starts repaying the members who contributed to the loan. The loan given to the borrower is a person-to-person loan, with no security or collateral.

The JIFL software calculates and tracks the loan balances, payments and amounts due back to each member for each loan. As loan payments are received the amounts due back to each JIFL member is aggregated for all loans, and this amount is returned back to the member every month. A JIFL member who contributed funds to a loan receives funds back only when the borrower repays the loan.
The loans normally funded include car, student and second mortgages loans. Credit card loans and lines of credit loans are not eligible. However, JIFL members can decide to fund other types of loans by contributing funds in addition to their normal monthly contribution. If the Loan Committee receives a loan request that does not meet the normal loan and /or borrower credit criteria and the loan applicant is in financial need, an email is sent to the JIFL members describing the borrower’s situation and asking them to volunteer funds to issue the loan. If sufficient funds are received the loan is issued. Like other loans, as the borrower repays the funds, the funds are paid back to the contributing members.
Growth and Development

JIFL members started this program in October 2007 with 23 members. As of July 2012, there are 141 members, of which 122 currently contribute $50-$110 per month. 35 loans have been issued for $328,000 and $147, 000 has been paid back by borrowers. 10 loans have been paid off in full, 21 loans are on time, 2 loans have the borrower paying $50/month instead of the about $350/month agreed payment, and one borrower has not paid for the last 15 months. All 3 late borrowers are in financial strain because of the current economic situation. The JIFL Loan Committee checks in with each borrower every quarter. The interest avoided for the loans issued, using the interest rate and loan payments of the original loans, is estimated to be around $105,000.
Of the 141 current members, 125 are from Texas, and 119 from the greater Houston area (Houston, Sugar Land, Katy, Missouri City and League City). JIFL has added 24, 13 and 22 members in the last three years respectively, translating to an average growth rate of 17%. Since JIFL relies exclusively on personal recommendations from 2 existing members and does not do any advertising or marketing, JIFL’s growth has been limited.

Why create a credit union

After almost 5 years of operation we would like to create a CU that will operate according to the principles and the methods of JIFL – lend money without charging interest, using fee contributions from members to pay for the organization’s expenses.

The CU will overcome some of the weaknesses of JIFL and will add various strengths

1. Some people are hesitant to join the group because they don’t personally know the people operating the organization.
2. Some people are hesitant to share their ACH information. The proposed CU will allow such people to pay lump sum once a year by check.

3. Some borrowers are hesitant to share their loan information with other community members. The CU will make this easier by having more formal safeguards and separation between members.
4. The regulations and examinations that apply to CU  will make the organization more professional and transparent, and will improve risk assessment and management.

5. The CU can be marketed more aggressively to new members. Currently, because JIFL members make unsecured person-to-person loans, existing members recruit only those people whom they know very well because we want to avoid people who may take unjust advantage of the members. The CU’s more formal and thorough evaluation of potential borrowers and its ability to acquire collateral will reduce this concern.

6. The CU will provide better continuity because of its governance and the oversight by state and federal regulators.

7. The CU can more easily enter into loan agreements that include liens on property, collateral, co-signors, etc., providing better security for the loans issued.

8. Potential members should feel less concern in joining a CU than joining a group of individuals engaged in person-to-person loans. 

9. The credit union will be able to utilize deposits as well as member fees to issue loans, increasing the amount available for lending.

The various advantages added by a credit union will allow the membership to grow at least as fast as JIFL’s, 10-15% per year, for the first several years.
TYPES OF MEMBERS

The CU will try and attract three types of members:

1. People willing to contribute fees ranging from $25/month to $250/month. These funds, in addition with deposits, will be used to issue loans. A member’s monthly fee will be reduced proportionately as loan payments are received by the CU. These fees may be refunded if the member leaves the program and the CU’s financial condition meets specified goals.

JIFL currently has about 122 members who contribute about $7,500/month, averaging $60/month per member. These members get refunds of $4,500/month, averaging $36/month per member. This makes their “net” cash contribution $24/month. Members who have been in the program longer have higher refunds.
2. People who don’t wish to contribute the fees in (1) above but are willing to pay up to $10/month: $3 to contribute to the CU’s expenses and another $7 to build the CU’s Net Worth. The fee will be charged only if the member’s lifetime fees are below the CU’s per-member threshold. 
3. People who are willing to deposit funds in a federally insured CU and pay $3/month in fees to pay for the CU’s expenses, to support this concept.

PROPOSED NAME OF CU

The proposed name of the CU is Jafari No-Interest Credit Union.

FIELD OF MEMBERSHIP

The field of membership will be Muslims in Texas who follow the Jafari School. Such Muslims are commonly referred to as Shia Muslims. Note that the Texas Credit Union Department may limit the geographical boundaries for member eligibility.

Shia Population review

Per the Pew Forum’s October 2009 report, “Mapping the Global Muslim Population”, there are about 200,000 to 400,000 Shia Muslims in the U.S. (http://www.pewforum.org/Muslim/Mapping-the-Global-Muslim-Population(6).aspx). 

Per the Association of Religious Archives 2010 data, (http://www.thearda.com/rcms2010/r/c/48/rcms2010_48157_county_name_2010.asp)

following are the Muslim populations in major urban Texas counties: Harris 117,148,  Fort Bend 17,794, Dallas 84,256, Bexar 20,456 and Travis  12,710. Since Shias are estimated to be 10-13% of the Muslim population, 10% of these totals are: Harris 12,000, For Bend 1,800, Dallas 8,400, Bexar 2,000 and Travis 1,300.

Assuming 5 percent of the Shia population decides to join, the potential membership for the  Houston area (Harris and Fort Bend counties) would be 5% of (12,000 + 1,800) = 700. Similarly, Dallas (Dallas county) would be 400, San Antonio (Bexar county) 100 and Austin (Travis county) 65, for potentially 1250 members
Adding members
Initially, any person who is a member of “Jafari Interest Free Loans” (JIFL) on the date the CU starts operations will be eligible to become a member of the CU, as long as the person meets all other requirements specified to join the CU. Also, any person who becomes a member of JIFL after the CU commences operations will be eligible to join the CU as well as long as the person meets all of the CU’s requirements for new members.
New members will be added as below:

1. Two existing CU members will provide a written reference for a candidate for membership. Each referring member must declare that the member knows the candidate well and the candidate is a person of good moral character.

2. The candidate must be a Muslim who follows the Jafari School.
3. The candidate must agree and declare that he/she will ensure and support the credit union’s purpose: Provide no-interest lending to community members according to Islamic principles, which prohibit interest on loans.

4. The candidate must have an existing account in a US credit union or bank, and must meet all the other requirements to become a member of this CU.
5. The name and city/state of the candidate and the names and city/states of the referring CU members will be emailed to the CU members, in the monthly CU members email, asking members to provide feedback/comments about the candidate. 

6. The CU membership committee will consider the candidate’s application and any feedback received. The committee may ask for further information and/or a personal interview with the candidate and/or the referring members.

7. If the committee approves the application the candidate will become a member of the CU as long as he/she meets all other requirements for joining the CU. The CU cannot discriminate based on nationality, race, creed, color or gender.

8. If the committee decides to not accept the candidate as a member the candidate can appeal within 30 days to the Board of Directors (BOD). The BOD’s decision will be final.
MEMBER ACCOUNTS 
No interest or dividends will be paid to Members on any deposits or any other account with the CU.

Share Deposit Account
Funds in the member’s Share Deposit account will be federally insured. The minimum amount required to open a Share account is $100. The CU will not charge any fee if the member’s balance falls below the minimum amount.
Each member will be charged a monthly fee of $3 per month. The purpose of this fee is to pay for the annual costs of the CU. 
The maximum deposit balance that will be allowed for a single member will be $10,000. This limit will be changed to $50,000 if the CU adds Draft (Checking) Deposit and/or Debit Card services.
Loan Accounts
A separate Loan account will be maintained for each loan.

MANAGEMENT OF FUNDS
The CU will not maintain any cash.

All CU funds will be kept in federally insured bank or other credit union account(s) or in investment accounts that invest exclusively in short-term US Treasuries. 
The CU will normally use ACH or similar electronic means to collect and pay funds. 

Collecting Funds
The CU will generally not accept cash. Any cash received must be deposited in the CU’s bank accounts on the same or next business day and a receipt must be issued.
The CU will normally collect funds via ACH (or similar electronic means).

The CU may charge $5 per check if any member makes a deposit or loan payment by check.

This fee will not be charged for initial deposits made by new members or for members who make deposits once a calendar year. The CU will not accept any deposits in cash.
The CU may accept loan payments via money order, cashier’s check or cash if the borrower’s situation is such that he/she is unable to make loan payments via ACH or check. The CU may charge a fee of $5 per payment received.

Periodic deposits via ACH (or similar electronic means)
A member who uses ACH may define a minimum Share Deposit balance to be maintained for the member. When the member’s balance falls below this amount the CU will collect funds via ACH from the member, on or around the 20th of each month. The member will also define the maximum amount that may be collected. For example, if the member’s defined minimum balance is $500 and the member’s Share Deposit balance is $400, the amount normally collected would be $100. But if the maximum collection amount defined by the member is $75, the CU will collect $75 only. 

The minimum Share Deposit balance cannot be less than $100 and the maximum collection amount must be between $10 and $300. If the amount that needs to be collected for the month is less than $10 the CU will collect $10.
Issuing Funds
The CU will not make payments in cash.

The CU will normally make payments to members via ACH (or similar electronic means).

The CU may charge $5 fee per check if any member requires the CU to pay the funds via check. This fee will not be charged to members who require the CU to pay them once a calendar year.

The CU will pay expenses via Debit Card where possible, or via Bill-Pay checks. Regular checks will be used only if using a Debit Card or a Bill-Pay check is not feasible. The CU will reimburse expenses via a Bill-Pay check or electronic payment.
The CU will issue loans using ACH (or similar electronic means) or checks, whichever is appropriate for the CU.

Periodic withdrawals via ACH (or similar electronic means)
A member who uses ACH may define a maximum Share Deposit balance to be maintained for the member. When the member’s balance exceeds this amount the CU will send funds via ACH to the member, on or around the 20th of each month. The member will also define the maximum amount that may be withdrawn. For example, if the member’s defined maximum balance is $500 and the member’s Share Deposit balance is $600, the amount normally paid would be $100. But if the maximum withdrawal amount defined by the member is $75, the CU will send $75 only. 

The maximum Share Deposit balance cannot be less than $1000 and the maximum withdrawal amount must be between $10 and $300. If the amount that needs to be sent is less than $10 the CU will not send any funds that month. 
Borrowing
The BOD must ensure that any borrowing by the CU is permissible under the state and federal regulations.

The CU may borrow funds to pay for the CU’s normal operating expenses only, and for no other purpose (unless directed by state or federal regulators). The BOD must address the CU’s income and expenses to ensure the CU does not have to borrow funds in the future and is able to pay off any borrowed funds as soon as possible. All controllable expenses must be frozen or reduced, as needed, until all borrowed funds have been paid off.
TYPES OF LOANS

Regular Loans

Each member may submit a loan request for each of the member’s existing interest-bearing loans. Each loan request will include loan type (Vehicle, Student Loan, Home Mortgage, etc.), current loan balance, interest rate and monthly payment, and the monthly payment the member proposes to pay if the CU issues the loan. 

Only the following loan types are eligible: Vehicle Loan, Student Loan, Parent Student Loan, and Primary and Second Mortgages on the member’s primary residence. Additionally, the annual interest rate for the existing loan must be 3% or higher. The CU loan amount cannot be more than the current loan balance plus any normal closing costs.

Note: The CU will not issue any Real Estate loans in the first 2 years. The CU will first evaluate all the legal/regulatory requirements to determine if this is feasible for the CU.

For Real Estate loans, the original loan must be at least 12 months old and the borrower must have made at least 12 of the most recent due monthly payments on time. The monthly payment for the CU loan must be at least the CU loan amount divided by the lower of (i) 144 (12 years) and (ii) the number of months remaining in the original term of the existing loan. The loan applicant can propose a higher monthly payment. The CU loan amount used to calculate the monthly payment will be the loan amount plus the refinancing costs, including title insurance, legal fees and recording fees less any amount paid by the borrower at closing. Any other member who wants to help lower the monthly payments for the borrower can gift any such amount to the borrower at closing; this amount must be deposited with the CU 15 days before the refinancing.

For non-Real Estate loans, the original loan must be at least 6 months old and the borrower must have made at least 6 of the most recent due monthly loan payments on time. Loans with deferred payment and not accruing interest, like subsidized federal student loans for which payments are not currently due and no interest is accruing, are not eligible. The monthly payment for the CU loan must be the higher of (a) the monthly payment of the existing loan and (b) the loan current balance divided by 60 (5 years). The loan applicant can propose a higher monthly payment.

At least once a month the Credit Committee will review the list of loan requests and the currently available funds, and select the loan(s) to be evaluated for funding. Generally, loans with higher interest rates will be given preference. If the interest rates on two loans are similar the loan with the lower balance or higher monthly payment will be given preference. Also, loans with balances that exceed the amount the CU expects to have available to lend within the next 2 months will not be evaluated. For example, if the CU expects to have $25,000 based on current funds and anticipated loan repayments and fees for the next 2 months, only those loan requests with loan amounts up to $25,000 will be evaluated. 

The purpose of these guidelines is to give higher priority to loans with higher interest and lower balances.

After the Credit Committee selects a loan for evaluation the Credit Committee will require the member to submit a completed loan application with documentation required to assess the loan applicant’s ability and willingness to repay the loan (see Appendix).

If the Credit Committee does not approve the loan the member will be informed and the loan request will be eligible for review again after 6 months, as long as it meets the other criteria at that time (e.g. has higher interest than other loan requests, etc.). The member can appeal the Credit Committee’s decision to the BOD within 15 days.
If the Credit Committee approves the loan the CU loan will be issued.

The following apply to Regular loans
1. For non-Real Estate loans, the monthly payment must start on the 1st of the month immediately after the loan is issued. For Real Estate Loans, the monthly payment must start on the 1st of the second month after the loan is issued (e.g. Payments will start on April 1st, 2012 if the real estate loan is issued on February 10th, 2012).

2. The loan amount cannot exceed $200,000 for Real Estate loans and $40,000 for other loans. 
3. For Real Estate loans, the CU loan plus any other mortgages on the property cannot exceed 80% of the appraised value. The appraised value used will be the lower of the most recent appraised value used by a taxing entity (e.g. Harris County, TX) or an independent and qualified third-party appraisal.

4. A member cannot get a new Real Estate loan if the member or spouse is liable (as borrower, co-signor, surety, etc.) for any other Real Estate loan on any other property, whether with the CU or any other lender. 

5. A member cannot get a new non-Real Estate loan if the member or spouse has an existing non-Real Estate loan with the CU, except as described in the Exception for Student Loans section below.

6. A member cannot get a new non-Real Estate loan if the member or spouse has an existing Real Estate loan with the CU unless the Real Estate loan’s balance is below 50% of the current appraised value of the property. Appraised value will be determined as described above.

7. The borrower must pay any closing or transactional costs required for issuing the loan, acquiring liens, title insurance, etc. These amounts can be included in the CU loan.

8. The borrower may be charged a monthly fee – see FEES section.
9. For Real-Estate loans the borrower must meet all the requirements required for a mortgage loan. For example, granting lien(s) to the CU, maintaining the property, paying all taxes and other dues on time, maintaining adequate home insurance, etc.

10. The Credit Committee may require collateral for non-Real Estate loans. For example, title lien on a member’s vehicle, co-signor, etc.
Exception for Student Loans

A student/parent may have several different student loans at different rates. The following rules will be used for Student Loans and Parent Student Loans. 

i. The number of different student loans and the total amount the member wants to borrow must be declared and documented when the first student loan application is made. For example, if a member has 3 different student loans, all three loans must be submitted when the first student loan application is evaluated by the Credit Committee.

ii. A member who already has a CU student loan will be eligible to get another student loan, from the list of the student loan applications submitted originally, as long as the member's new student loan request meets the selection criteria (e.g. has the highest interest rate among all outstanding loan requests) and the Credit Committee approves issuing the loan.

iii. The total CU loan balances outstanding for student loans made to one member cannot exceed the CU’s maximum limit for non-Real Estate loans.  

Sponsored Loans

A sponsored loan is a loan that does not meet the requirements of a Regular CU loan and one or more CU members volunteer funds to the CU for issuing the loan. Share Deposits cannot be used for Sponsored Loans.

Any member may apply for a sponsored loan. The loan applicant can list the names of other members who are willing to volunteer funds for the loan. In addition to the loan types eligible for Regular loans, amounts owed by the borrower for credit card debt, medical bills, and income tax and property tax owed are eligible. The Credit Committee may choose to include other, similar loan types. For credit card, line of credit or other revolving debt, the Credit Committee must feel assured that the borrower intends to avoid such debt in the future. For such debt the Credit Committee may ask the borrower to first take action to ensure no new debt may be added (e.g. cancel credit card, etc.) and/or issue the CU loan in increments, with the next incremental loan issued only if the borrower has shown that any previously agreed steps have been taken by the borrower (e.g. paying off and cancelling one credit card before the CU issues the second increment of the loan to payoff the next credit card).

A member may also apply for loans to pay for expected college tuition, fees and related textbook expenses for the member, the member’s spouse or the member’s children. The college must be based in the US and must be a state or nationally accredited institution, and the member must be enrolled for a two year diploma program or a four year bachelor’s degree program. For such loans, the loan applicant must have maximized state and federal student financial aid for applicable grants, scholarships and subsidized state and federal student loans. 
Additionally, the Credit Committee can also consider loans made for starting or expanding a small business. For such loan applications the full loan amount must be volunteered by members at the time the loan application is submitted; such loans cannot be considered as Needs-based Sponsored Loans. The loan will be issued as a personal loan to the member, and not as a business loan.
The Credit Committee will evaluate the loan application and may require additional documentation and/or personal interview(s). The Credit Committee may also require collateral if the loan applicant is able to provide collateral. The Credit Committee will contact the people listed on the loan applications as members who want to volunteer funds for the loan, getting the amount that each member will contribute; the individual amounts volunteered by each member will not be shared with the loan applicant or other members. If the amounts volunteered are enough to fund the loan and the Credit Committee agrees the loan application meets all other CU requirements, the Credit Committee will approve the loan application as long as the Credit Committee believes that borrower has reasonable ability and intent to repay the loan. A loan cannot be issued if the Credit Committee feels that the borrower may not be able to repay the loan and/or does not intend to repay the loan.
Needs-based Sponsored Loans

If no amounts have been volunteered or the volunteered funds are not enough the Credit Committee will determine if the loan applicant is in financial difficulty, needs and deserves financial assistance, and can and does intend to repay the loan. If the Credit Committee decides that the loan applicant does not meet these requirements the loan will not be approved.

If the Credit Committee determines the loan application is a Needs-based loan, the Credit Committee will require documentation to assess the borrower’s ability to repay the loan, and will assign its assessment of the risk of the borrower’s ability to repay the loan as Low, Medium or High. After getting the loan applicant’s approval in writing, the CU will send an email to the members who are on the Needs-Based Loan mailing list. The email will describe the situation of the loan applicant, without disclosing the name or address of the loan applicant, the repayment risk determined by the Credit Committee, the loan amount and the funds already volunteered, and the proposed monthly loan payment. The email recipients will be asked to email the CU within a month (or use some other electronic means like the CU’s web-site) if they want to volunteer any fees for the loan. 

If sufficient fees are volunteered, the CU will collect the funds and issue the loan. If sufficient funds are not collected within one month the loan will not be issued.

All the rules, fees and restrictions that apply to Regular loans also apply to Sponsored Loans except as listed below:

1. The monthly payment may start up to 6 months after the loan is issued, if so requested by the borrower. However, for loans for college expenses, the Credit Committee may approve the monthly payment to start 24 months after the loan is issued or 6 months after the student’s graduation, whichever occurs first.
2. A member who has an existing Regular loan can apply for a Sponsored loan.

3. A member with an existing Sponsored loan cannot apply for another Sponsored loan. However, a member with a Sponsored Loan for college expenses may apply for another Sponsored Loan for college expenses.
Reducing loan payments if borrower makes prepayments
If a borrower makes extra loan payments the borrower may request the CU to reduce future monthly payments. A borrower may make such a request once every six months, after the 15th of the month. This applies to only to those loans with current monthly payments of $100 or more.
If the current monthly payment is $25 or more than the current loan balance divided by the number of remaining monthly payments, the Credit Committee may agree to the request. The Credit Committee will take into account the borrower’s recent payment history, remaining balance, loan term and the type of loan. A borrower may want to consult the Credit Committee before making a significant prepayment if the borrower intends to apply for a reduction in the loan payment. If approved, the new monthly payment will be the current loan balance divided by the number of remaining monthly payments.
The purpose of this facility is to encourage borrowers to pay off loans faster by making extra payments. Reducing the loan monthly payment benefits the borrower’s cash flow by reducing the borrower’s future monthly minimum obligations to the CU.
FEES
The CU needs income to pay for its operating expenses, including expenses related to loan losses. The CU also needs income to build and maintain the CU’s Net Worth to meet legal and regulatory requirements, provide capital to absorb possible loan losses and provide funds to make loans.

Most CUs depend significantly on their interest income to pay their operating expenses as well as to build their Net Worth. Since this CU will not be charging interest, the CU will depend primarily on member fees to pay for operating expenses as well as to build its Net Worth

Net Worth and Net Worth Ratio

Definition of Net Worth and Net Worth Ratio per the Texas Administrative Code 

http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl=T&app=9&p_dir=N&p_rloc=133086&p_tloc=&p_ploc=1&pg=40&p_tac=&ti=7&pt=6&ch=91&rl=501
  (1) Net worth means the retained earnings balance of the credit union as determined under generally accepted accounting principles. Retained earnings consist of undivided earnings, regular reserves, and any other appropriations designated by management, the insuring organization, or the commission. This means that only undivided earnings and appropriations of undivided earnings are included in net worth. Net worth does not include the allowance for loan and lease losses account.

  (2) Net worth ratio means, with respect to a credit union, the ratio of the net worth of the credit union to the total assets of the credit union.

  (3) Total assets means the average of the total assets as measured using one of the following methods:…
A CU builds its Net Worth using its cumulative net income from year to year less any income distributed to its members as dividends. 

A CU’s Net Worth Ratio is the ratio of the CU’s Net Worth to the CU’s Total Assets. A CU is required to maintain a Net Worth Ratio that meets State and/or Federal requirements. For example, the NCUA requires a CU to have a Net Worth Ratio of not less than 7% for the CU to be designated as Well-Capitalized.

This CU’s minimum goal for its Net Worth Ratio is 14%.

Type of Fees

There will be two major types of fees

1. Normal Fees: The primary purpose of these fees will be to pay for the CU’s operating expenses and slowly build the CU’s Net Worth through Undivided Earnings.

2. Voluntary Program Fees: The purpose of these fees is to allow members to voluntarily pay fees to help meet the CU’s Net Worth requirements as well provide capital to fund loans to members.
Normal Fees
This section lists the normal fees that will be charged to members in the situations described for each fee.

The following applies to all the fees in this section:

1. Unless otherwise stated, all fees are non-refundable. The Credit Committee may decide to forgo all or part a fee if the Committee determines that the member is in financial difficulty.

2. The BOD may change any fee by 1% per year; any change higher than 1% must be approved by the members.

3. All fees due will be deducted from the member’s Share account.
Monthly Account Fee

The purpose of this fee is to pay the operating expenses of the CU. Over the long term, the BOD should maintain this fee such that this fee, along with all other CU income excluding the Voluntary Program Fees, pays for all of the expenses of the CU, including expenses related to loan loss allowances and loan net charge offs. 
The CU will charge each member a monthly fee of $3. The fee will be charged to the extent funds are available in the member’s Share account.
Loan Application Fee

The purpose of this fee is to pay for expenses incurred by the CU in evaluating a member’s loan application.

The CU will charge $50 for non-Real Estate loans and $500 for Real Estate loans. The fee will be deducted from the member’s Share account when the loan application is submitted. This fee is non-refundable, whether the CU approves the loan application or not. 
Loan Payment Monthly Processing Fee

The purpose of this fee is to pay for expenses related to collecting loan payments, reviewing loan status and quality, and other expenses related to loan payments’ processing and reporting. 
The CU will charge $10/month for non-Real Estate loans and $50/month for Real Estate loans. 
No fee will be charged if the loan’s original amount is $2,500 or less, or the loan balance on the 1st of the month is less than (a) $1,000 for a non-Real Estate loan and (b) $5,000 for a Real Estate Loan.
Note: Per the NCUA, if a CU charges a fee only to those members who receive the loan, the fee is included as a finance charge and must be included in the APR calculation. The APR must meet the maximum rates set by the NCUA and the State of Texas. Currently, both of these are 18%.
http://www.ncua.gov/Resources/Pages/LFCU2011-04.aspx
Late Payment Fee

The CU will charge a fee of 1% of the loan payment amount or $10, whichever is higher, if the loan payments is not received when due. 

Unavailable Funds Fee

The CU will charge a fee of $25 if the CU attempts to collect funds from the member via member’s check, ACH, etc. and is unable to collect the funds because of insufficient funds or any other reason.

Voluntary Program Fees
Voluntary Program Fees will be used to help meet the CU’s Net Worth requirements as well provide capital to fund loans to members.
The following apply to all of the Voluntary Program Fees
1. Fees will be charged to those members who voluntarily enroll in these programs.  
2. A member can suspend or stop his/her participation at any time as long as the member provides a 15 day notice to the CU. 
3. The CU will track the cumulative fees paid by each member for each Voluntary Program Fee, including any refunds.

4. These fees will be deducted from the member’s Share account and will not exceed the funds available in the member’s Share account. 
5. The CU may charge these fees in amounts rounded up or down to the nearest dollar.

The following apply to all of the Voluntary Program Fee refunds.

1. The CU must inform the enrolling members that refunds are limited based on the CU’s Net Worth and Net Income, and it is possible that a member may not be eligible for any refunds at all.

2. A member whose Share account is closed, for whatever reasons, will forfeit any possible current or future refunds. The CU will inform a member who is leaving any of these programs or closing his/her account about the potential fee refunds. 

3. The CU is not obligated to issue any refunds in its first three years of operations.

4. The CU is not obligated to issue any refunds if the CU’s current Net Worth Ratio is 14% or less.

5. The maximum amount of refund the CU is obligated to issue in the current year will be limited such that issuing the refund does not cause the CU’s Net Worth Ratio to fall below 14%. Additionally, the maximum amount of refund the CU is obligated to issue in the current year will be limited to a percentage of the CU's previous year income, based on the CU’s Net Worth at the end of the previous year:

i. Fifty percent if Net Worth is over $1,000,000.

ii. Twenty five percent if Net Worth is over $500,000.

iii. Ten Percent if Net Worth is over $250,000.  

iv. Five Percent if Net Worth is less than $250,000.

The Board may approve the CU issuing a higher refund than as described above if the CU’s Net Worth is over $500,000, as long as all regulatory requirements for Net Worth are met and the CU’s Net Worth remains at or above 14% at least.

6. Any refunds due to the member will be determined each month, and the maximum refund that can be paid to a member, for all programs, is $250 per month. For example, if a member has cumulative fees of $600 and all of this is eligible for refund, the member will be paid $250 in the first month. In the next month the member’s refund will be recalculated and if the amount meets all the refund criteria in this month, the member will be issued another refund of $250, and so on until all eligible refunds have been paid.

7. Any refunds due to the member will be deposited in the member’s Share account. 
8. If refunds are requested by multiple members and sufficient refund amounts are not available, the refunds will be paid to members in proportion to the members’ total cumulative fees paid for all programs for which refunds are eligible.
9. The CU may refund these fees in amounts rounded up or down to the nearest dollar.
Net Worth Program Fee
The purpose of this program is to build and maintain the CU’s Net Worth at a minimum of 14%.

The monthly fee for each member is $7. However, the monthly fee will not be charged if the member has already paid a certain amount, as described below.
1. The CU will determine the target fee amount: Fourteen percent (14%) of the credit union’s total assets plus the net lifetime fees paid by all members enrolled in each of the Voluntary Fee programs plus any special reserve amounts required by any state or federal regulation or directive, less the sum of the credit union’s undivided earnings and all reserves. Use zero if the target fee amount is negative.
2. The amount per member will be calculated by dividing the target fee amount by the number of members in the program. 
3. The maximum cumulative amount for each member will be calculated by multiplying the monthly fee by the number of months since the member first enrolled in the program.

4. The member will be charged the fee if the cumulative fee paid by the member is less than 125% of the amount per member and if the member has paid less than the maximum cumulative amount. 
Conversion of Net Worth Fee to Regular Lending Fee

If the target fee amount is less than the net lifetime fees paid by all members and the member has paid net lifetime fees that exceed 150% of the amount per member and the credit union has been in operation for more than 3 years, if the member is enrolled in the Regular Lending Fee program, a portion of the member’s Net Worth Fee will be converted from Net Worth Fee to Regular Lending Fee. The amount converted will be the lower of (i) the member’s net lifetime fees less 150% of the amount per member and (ii) the member’s monthly Regular Lending Fee and (iii) $100. This amount must be $10 or more to be converted.
Fee Refund

Any fees paid for this program are non-refundable.

Regular Lending Program Fee
The purpose of this fee is to build and maintain the credit union’s Net Worth as well as provide capital to the credit union for issuing Regular loans. A member who enrolls in the Regular Lending Program will be automatically enrolled in the Net Worth Program.
Members can choose to enroll with fee amounts of a minimum $25/month to $250/month. The member can increase or decrease the monthly amount at any time as long as the member provides a 15 day notice to the CU.

The fee charged to the member for the month will be reduced by each of the following. If the resulting fee is zero or negative, the member will not be charged any fee for the month. If the resulting fee is positive the member will be charged the fee or $5, whichever is higher.
1. If a member is charged a fee for the Net Worth Program, the member’s fee for the Regular Lending Program, for the same month, will be reduced by this amount. For example, if a member enrolls in this program for $50/month, if the member is charged a Net Worth Program Fee of $7 in the month, the member’s Fee for the Regular Lending Program will be reduced to $43 for the month ($50 less $7). 

2. Fees charged for this program will be reduced each month based on the total monthly loan payments received for Regular loans. If the total balance outstanding for Regular loans at the end of the previous month is less than the total Lending Program Fees paid by all members, the total fee discount to be applied for the month will be the total Regular loan payments. Otherwise, the total fee discount will be a calculated by dividing the total Regular loan payments by the previous month’s total balance outstanding for Regular loans, and multiplying this by the total Lending Program Fees paid by all members.
For example, if the previous month’s total balance outstanding for Regular loans is $100,000, the total fees paid by all members is $80,000 and loan payments are $3,000, the total fee discount will be $80,000 divided by $100,000, times $3,000 = $2,400.
The total fee discount will be allocated to each member proportionately. The fee discount for each member will be calculated by dividing the total fee discount by the total fees paid by all members, and multiplying this by the total fee paid by the member.

For example, if the total fees paid by all members is $80,000, the total fee discount is $2,400 and the total fee paid by the member is $800, the fee discount for the member will be $2,400 divided by $80,000, multiplied by $800 = $24. If the member has enrolled in this program for $50/month, the member’s Fee for the Regular Lending Program will be reduced to $26 for the month ($50 less $24).
3. If any Net Worth Program fee paid by the member is converted to Regular Lending Program Fee, as described earlier, the member’s fee for the Regular Lending Program will be reduced by this amount. For example, if a member enrolls in this program for $50/month and $10 of the member’s Net Worth Fee is converted to Regular Lending Fee, the member’s Fee for the Regular Lending Program will be reduced to $40 for the month ($50 less $10). 

4. If any Sponsored Lending Program fee paid by the member is converted to Regular Lending Program Fee, as described later, ,the member’s fee for the Regular Lending Program will be reduced by this amount. For example, if a member enrolls in this program for $50/month and $10 of the member’s Sponsored Lending Fee is converted to Regular Lending Fee, the member’s Fee for the Regular Lending Program will be reduced to $40 for the month ($50 less $10). 

Fee Refund

A member who leaves this program may request a refund in writing. A refund will be issued subject to the limitations described above.

Sponsored Lending Program Fee
The purpose of this fee is to allow credit union members to provide funds, paid as fees, to the credit union for funding Sponsored Loans. See the TYPES OF LOANS section for the description of Sponsored Loans.
This fee will be charged to members who volunteer to pay fees for funding a specific Sponsored Loan. 
The CU will require the member volunteering funds to send an email and/or authorize the fee via the CU’s web-site. If the member does not have sufficient funds in his/her Share account the member must authorize the CU to collect the amount from the member’s bank/credit union account via ACH (or similar electronic means). 

If the member is charged this fee but the specific loan is not issued, the fee will be refunded to the member within a month.
Conversion of Sponsored Lending Fee to Regular Lending Fee

The loan payment received for each Sponsored Loan will be allocated to each member in proportion to the fee paid by the member for the loan. The amount allocated to the member will be converted from Sponsored Lending Fee to Regular Lending Fee for the member.

For example, if a Sponsored Loan of $10,000 is issued and Member A paid a fee of $1,000 to fund the loan, if a loan payment of $200 is received, Member A will be allocated of $1,000 divided by $10,000, multiplied by $200 = $20. This amount will be converted from Sponsored Lending Fee to Regular Lending Fee for the member.
Fee Refund

Any fees paid for this program are non-refundable.

FUNDING LOANS
The following restrictions apply to all loans. 

1. The loan amount should be such that the CU’s liquid cash assets do not become less than 40% of the total Share Deposits.  For example, if the CU has $100,000 in Share Deposits and $50,000 in cash assets, the maximum loan amount allowed is the cash assets 50,000 less (40% of Share Deposits 100,000) 40,000 = $10,000.

2. The loan amount cannot exceed 10% of the Credit Union’s Net Worth (NCUA 10% Limit)

3. The loan must not cause the CU to exceed any loan portfolio limits based on loan types and/or any other loan criteria.

MEASURING COMMUNITY BENEFIT

The CU is expected to provide many benefits to the CU members, including practicing lending according to their beliefs, working together for a common project, access to financial education, and access to no-interest loans. The CU can provide a foundation for launching other related projects that concern the mutual benefit of all or most of the members.
One major tangible benefit provided to each member is the amount of interest avoided. The CU will calculate and track how much interest was avoided for each loan issued. 
If a CU loan is used to pay off a member’s interest bearing loan, the Interest Avoided for the loan will be calculated using the original loan’s balance, interest rate and loan payment. If a CU loan is issued for a situation where an existing loan is not involved, such as a college tuition loan, the CU will use a suitable reference rate. For example, the CU will use the Federal Rate for student loans for measuring the interest avoided on college tuition loans.
If a suitable reference rate is not available the CU will use the approximate average weighted interest rate for all loans issued by the CU in the last two years.

The CU will calculate the Interest Avoided amount to each loan when the loan is issued and will include this number in its reports to the CU members, to remind them about the tangible benefit provided to the community.
LOAN DEFAULTS
There may be times when a member is unable to make the loan payments on the agreed schedule, and there may also be times when a member cannot make any more loan payments. 

The Credit Committee must consider the member’s ability to make loan payments based on Islamic guidelines: a member should be expected to make loan payments if he/she has resources in excess of what’s needed to meet the member’s basic and modest food and shelter needs.

The Credit Committee can adjust the monthly payment amount and/or agree to suspend loan payments for one or more months, depending on the member’s ability to pay per the guidelines described above. 
If the Credit Committee determines the member is able to pay a certain amount per month but the member does not pay this amount the Credit Committee may recommend to the Board that legal steps be taken. The Board will decide if legal action should be pursued. 
CU OPERATIONS

CU Office(s)

The CU will offer Share Deposit accounts only, and deposits and withdrawals will be done primarily via ACH (or similar electronic means). The CU will not offer any checking, debit card, ATM, etc. services. Also, the CU will not accept cash deposits or maintain cash at its offices.

Therefore, the services a CU office needs to provide to members is limited to opening and closing accounts, accepting loan applications, interviewing loan applicants and prospective members, and providing information to prospective members. Given the small set of services and the relatively small number of members, these services can be provided to the members with an office that is open Saturdays, from 9am to 1 pm.

The CU will maintain its principal office in Houston, TX, in space donated by a community business. This office will be available during regular business hours for examinations by state and federal organizations and will provide sufficient working space for 2-4 examiners. This office will be located close to a worship center for easier member access.
All CU paperwork required to be stored will be kept in safe deposit boxes at another credit union / bank located near the principal office. The CU will take advantage of secure electronic storage to minimize storage space required for physical documents.

The CU will also apply for a mobile branch, to be operated Saturdays from 9 am to 1 pm, to visit a different area each week within or around Houston, to extend the availability to members as needed.

The CU may apply for permission to open branch offices in Dallas and in Austin, located in space donated by a worship center or community business, open Saturdays from 9 am to 1 pm. These offices will be opened only if the appropriate donated office space becomes available.
CU Staff
All CU staff will be volunteers who will be provided appropriate training. This is feasible given the limited hours and services of the CU office(s). CU staff will be available at other times primarily by email and, to a limited extent, by phone. The CU web-site will serve as the main information source for member balances, transaction history, etc.

CU web-site
The CU web-site will be the primary source of information for members.

Members will be able to 

1. view their account balances and transaction history

2. view loan balances and loan history and loan payment status (on-time, late) but not the names of borrowers
3. view their fees charged and fees refunded
4. view cumulative Voluntary Program Fees paid

5. view pending loan requests (without member names), including loan type, the interest rate of the original loan, monthly payment and loan balance

6. CU aggregate balance and transaction information for Share accounts, loans, income, expense, other account balances, Loan accounts balances, number of members, number of members in each Voluntary Program, number of loans, and balances for the CU’s bank/credit union/investment accounts
7. Funds available to loan

8. Summary of loans Issued, loan payments received, fees received, deposits received by month for last 12 months

A web hosting company will be used to provide the web-site; the CU will not have any computer equipment for this purpose.

The CU’s web-site and related database(s) will store the member’s name, city/state, account balances and transaction history. The CU’ web-site and its underlying database(s) WILL NOT have any other member information (e.g. member’s address, telephone nbr) nor the member’s ACH/account information. A username and password will be issued to each member. A member will be able to view his/her information and aggregate CU information. 
Member information (name, address, ACH information, etc.) will be maintained on a CU computer that will not be connected to the CU’s web-site, and will be connected to the internet, on a limited basis, via a secured connection.

Other features may be added to the web-site later, including 

1. Ability for members to submit requests for withdrawals. However, a withdrawal request will be reviewed before being initiated.
2. Volunteer funds for Sponsored Loans; approve the CU withdrawing related funds from member’s account at another bank/credit union via ACH (or similar electronic means).
3. Submit and update loan requests

4. Submit requests for fee refunds

5. Suspend and/or change participation in Voluntary Fee Programs

Any funds collected or deposited because of member requests via the CU’s web-site will be done via ACH (or similar electronic means) using the member’s predefined account at another bank/credit union will be used. A member’s ACH information cannot be viewed or updated via the CU’s web-site.

Accounting and Book-keeping
The computer system and related database(s) for the CU’s web-site will be used to store and account for all CU transactions, identifying the member, loan, CU bank account, date, amount and other information required for each transaction. The computer system will also store the latest balances for each member’s accounts as well as the CU’s bank accounts.

The CU’s monthly bank account statement will be reconciled with the CU’s computer system.
OPERATIONS COST AND INCOME
Estimated Operations Costs

	ANNUAL EXPENSES and INCOME
	
	# of Members (10% growth per year)

	
	
	Year 1
	Year 2
	Year 3
	Long Term

	# of Members in Regular Lending Program
	
	125 
	138 
	152 
	500 

	Deposits per Member
	
	250 
	500 
	750 
	1,500 

	# of active loans (JIFL: 25 loans, $7,000 average)
	
	5 
	20 
	33 
	150 

	Net Charge off Percentage (Loan losses)
	
	1.00%
	1.00%
	1.00%
	1.00%

	Total Deposits (# of Members x Deposits/member)
	
	31,250 
	69,000 
	114,000 
	750,000 

	Outanding Loans (# of loans x $7,000; JIFL $175,000)
	
	35,000 
	140,000 
	231,000 
	1,050,000 

	Average Interest % paid by members (JIFL: 9%)
	
	6.00%
	6.00%
	6.00%
	6.00%

	Operating Expenses like JIFL
	
	
	
	
	

	   Computer System and Web-site
	
	400 
	400 
	400 
	1,000 

	   Bank Charges ACH collections
	
	540 
	596 
	657 
	2,160 

	   Bank Charges ACH payments
	
	120 
	120 
	120 
	300 

	   Other Bank Charges
	
	600 
	600 
	600 
	600 

	Total Expenses like JIFL
	
	1,660 
	1,716 
	1,777 
	4,060 

	   Per member per month (JIFL is $0.75/month)
	
	1.11 
	1.04 
	0.97 
	0.68 

	
	
	
	
	
	

	Other Operating Expenses for CU
	
	
	
	
	

	   Data Entry/Book keeping
	
	0 
	0 
	0 
	6,000 

	   Audits/Examinations
	
	8,000 
	8,000 
	8,000 
	10,000 

	   Training
	
	2,000 
	2,000 
	2,000 
	3,000 

	   NCUA Insurance premium (2011 0.25% of deposits)
	
	78 
	173 
	285 
	1,875 

	   Net Charge Off (% of active loans)
	
	350 
	1,400 
	2,310 
	10,500 

	   TCUL fees (asset based)
	
	1,500 
	1,500 
	1,500 
	2,000 

	   Other expenses
	
	3,000 
	3,300 
	3,630 
	3,993 

	Total Other Operating Expenses for CU
	
	14,928 
	16,373 
	17,725 
	37,368 

	
	
	
	
	
	

	Total Expenses
	
	16,588 
	18,089 
	19,502 
	41,428 

	   Per member per month
	
	11.06 
	10.92 
	10.69 
	6.90 

	
	
	
	
	
	

	Monthly Fees charged to borrowers ($10/month/loan)
	
	600 
	2,400 
	3,960 
	18,000 

	
	
	
	
	
	

	Total Expenses less Borrower fees
	
	15,988 
	15,689 
	15,542 
	23,428 

	   Per member per month
	
	10.66 
	9.47 
	8.52 
	3.90 

	>> Excluding Net Charge offs, Book-keeping
	
	10.43
	8.63
	7.25
	1.15

	
	
	
	
	
	

	Proposed Account fee per member per month
	
	3.00 
	3.00 
	3.00 
	3.00 

	Proposed Net Worth Fee per member per month
	
	7.00 
	7.00 
	7.00 
	7.00 

	  Account Fee and Net Worth Fee
	
	10.00 
	10.00 
	10.00 
	10.00 

	
	
	
	
	
	

	Community benefit: Interest Avoided (JIFL: 20,000/yr)
	
	      2,100 
	     8,400 
	    13,860 
	     63,000 

	
	
	       1.40 
	       5.07 
	       7.60 
	      10.50 

	
	
	
	
	
	

	The fixed costs are high but will scale down per member as membership goes up
	
	

	Assumes we have only members who enroll in monthly $50 fee program 
	
	
	

	  any members who just pay $3/month or pay $10/month will provide extra income
	
	

	  In theory, if we got 1000 other members who just deposit funds and pay $3/month
	
	

	  we would have most of the expenses needed ($36,000).
	
	
	
	
	

	We hope our audits and training will cost less but don't know yet
	
	
	

	Net Charge Offs were 1.17% 2Q 2011, 0.78% 1Q 2012
	
	
	
	
	


	EXPENSE TYPE and notes

	Computer system and web-site maintenance

Done by volunteers. Volunteers use their own computers/laptops to access CU web-site and the web-sites of the CU’s bank (Chase) and ACH provider (Intuit).

	Web-site hosting

Will need to scale up if the number of users increases significantly. Since most transactions are monthly, expect members to visit the web-site only 1-2 times per month on average

JIFL currently pays $200/year and the web-site has plenty of extra capacity.

	Bank Charges for ACH collections

ACH Collections for 500 members and 100 loans ($25/month for 25 transactions, with $0.25 for each additional transaction – Chase Bank.). $180 x 12 months

JIFL pays Intuit Inc $42 per month for 125 members and 20 loans

	Bank Charges for ACH payment

ACH Payments for 500 members ($25/month for 25 transactions, with $0.15 for each additional transaction – Chase Bank). $100 x 12 months

JIFL pays $10 per month to Chase Bank, for unlimited ACH payments; service requires manual data entry. The $25/month service allows batch uploads.

	Other Bank Charges

Safe deposit box to store loan agreements, other important CU documentation; checks

JIFL currently pays $65/year for a safe deposit box

	Monthly transaction data entry, member ACH information changes and bank reconciliation

Done by volunteers; requires 4-6 hrs per month. 90% of transaction data entry is currently automated. May need help if number of members increases significantly.

	Answer member inquiries, potential members inquiries

Done by volunteers, mostly via email and some phone calls



	CU Audit, Compliance and Reporting requirements

Supervisory Audit ($4,000), ACH Audit ($2000), BSA Audit ($2,000), other ($2,000)

	Training Costs – Ongoing

Bank Secrecy Act (BSA) & Office of Foreign Assets Control (OFAC) Training 
Safeguarding Member Information ~ NCUA Part 748 Appendix A III (C)(2)

Regulation B - Equal Credit Opportunity Act Commentary (202.15(c)(2)
Robbery Training
ID theft red flags rules Training
Financial Literacy Training for Directors
Other

Estimating $2,000 per year. No employee time (all volunteers)

	BOND/Insurance for staff/board of directors

This is not a significant amount per the two CU managers we spoke to 



Estimated Startup Cost
	EXPENSE TYPE
	Cost

	Computer system and web-site development 

Includes accounting system. Done by volunteers; current system used for JIFL will provide 80% of the requirements
	0

	Training – Starting CU


	2,000

	Organizational Expenses ??

	2,000


PLAN TO RAISE EXPENSES FOR FIRST THREE YEARS

The Organizers plan to raise funds before the startup of the CU in two ways

1. Ask members to prepay the Net Worth Program Fee for 3-5 years. $7/month for 3 years is $252. 5 years is $420.

2. Ask members to prepay the Regular Lending Fee

3. Ask members and their affiliated religious centers for donations. This will be pursued if the first two options are not sufficient.

The goal is $36,000, to pay for the 100% of the first year’s expenses and 50% of the second and third year expenses.

APPENDIX

Documentation required to assess the loan applicant’s ability to repay the loan

The Credit Committee will require the member to provide the following documentation:

1. document showing the loan’s current balance, interest rate and monthly payment, as well as 12 months of payment history

2. a recent credit report. 
3. recent proof of income (pay stub, etc.)

4. 3 months of recent bank statements

5. list of all existing loans for the member and the spouse, including home, car, student, credit card, store credit card and business loans. Also, the member must provide a list of all existing loans that the member is liable for as a co-signor, surety, etc.
6. proof of any collateral offered by the member
The Credit Committee may require other documentation as well (e.g. recent tax return), and may require one or more personal interviews. 

REFERENCE -  APPLYING FOR CREDIT UNION CHARTER
Below is the link to the application for CU Charter (5 pages)

http://cud.texas.gov/upload/file/Forms/Bylaw/New%20Charter%20Application.pdf
Below is the link to Information for New Charter Application (6 pages)

http://cud.texas.gov/upload/file/Forms/Bylaw/General_Filing_Instructions-New_Charter.pdf
Below is the link to standard Texas by-laws (28 pages)

http://cud.texas.gov/upload/file/Forms/Bylaw/State%20Standard%20Bylaws.pdf
Below is the link to Director Application and Agreement to Serve

http://cud.texas.gov/upload/file/Forms/Bylaw/New%20Director%20Application.pdf
Link to Texas Administrative Code describing business plan required

http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=7&pt=6&ch=91&rl=201
REFERENCE (not part of business plan)
Texas Credit Union Department web-site
http://cud.texas.gov/
Some links and excerpts from the Texas Administrative Code

	Topic
	Links

	Field of Membership
	http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=7&pt=6&ch=91&rl=301


	Incorporation Procedures
	http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl=T&app=9&p_dir=N&p_rloc=121783&p_tloc=&p_ploc=1&pg=11&p_tac=&ti=7&pt=6&ch=91&rl=101
(b) Business Plan. The application must include a business plan that covers three years and provides detailed explanations of actions that are proposed to accomplish the primary functions of the credit union. The description should provide enough detail to demonstrate that the institution has a reasonable chance for success, will operate in a safe and sound manner, and will maintain adequate capital to support its operations. Specifically the plan must: 

  (1) Describe the credit union's business, including the products, member services, and other activities; 

  (2) Provide quarterly pro forma financial information for the three years of operation, including annual totals for the Income Statement; 

  (3) Describe in detail all of the assumptions used to prepare the projected financial information; 

  (4) Discuss the capital goals and the means to achieve them; 

  (5) Discuss the overall marketing/advertising strategy to reach potential members; 

  (6) Discuss the credit union's strategy for obtaining required share and deposit insurance protection for its members' accounts; and 

  (7) Describe the economic forecast for the three years of the plan.

	Share and Deposit Insurance Requirements
	http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl=T&app=9&p_dir=P&p_rloc=143032&p_tloc=&p_ploc=1&pg=3&p_tac=&ti=7&pt=6&ch=91&rl=203
(a) All credit unions in the State of Texas shall obtain share insurance protection as provided in Chapter 95 of this title (pertaining to Share and Depositor Insurance Protection). 

(b) With the approval of the commissioner, and if recognized by its insuring organization, a credit union may, from time to time as determined by its board of directors, issue uninsured membership shares which are subordinate to all other claims, including creditors, shareholders, and the insuring organization. The commissioner may approve the issuance of such accounts conditioned upon specific requirements being met.

	Director Eligibility and Disqualification
	http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=7&pt=6&ch=91&rl=501


	Bond and Insurance Requirements
	http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl=T&app=9&p_dir=N&p_rloc=106737&p_tloc=&p_ploc=1&pg=4&p_tac=&ti=7&pt=6&ch=91&rl=501
(a) Fidelity bond. Each credit union shall purchase and maintain a blanket fidelity bond covering the officers, directors, employees, committee members, and its agents, against loss caused by dishonesty, burglary, robbery, larceny, theft, holdup, forgery or alteration of instruments, misplacement or mysterious disappearance. All carriers writing credit union blanket bonds must be authorized by the Insurance Commissioner for the state of Texas as an acceptable fidelity on bonds in this state. 

  (1) Subject to approval by the credit union's board of directors, the amount of coverage to be required for each credit union shall be determined by the credit union, based on its assessment of the level that would be safe and sound in view of the credit union's potential exposure to risk.

(f) Insuring organization's bond requirements. A credit union shall also comply with all bond requirements imposed by an insuring organization as a condition to maintain insurance on share and deposit accounts. Any credit union that fails to meet the minimum fidelity bond specifications contained within Part 741.201 of the NCUA Rules and Regulations may be deemed to be engaged in an unsafe practice pursuant to Finance Code §122.255.


  (2) prepare its financial statements and reports, including reports to the members, board of directors, management and the department, in accordance with generally accepted accounting principles, except as otherwise directed by regulatory requirements. 

	(b) Credit unions having assets of less than $5 million may use an other comprehensive basis of accounting. 

(c) In addition to the quarterly report to the department as prescribed by the Act, the commissioner may require from all credit unions or from selected categories of credit unions other financial and statistical reports relating to financial condition and accounting practices.
How can (b) make our accounting simpler?
	

	Charging Off or Setting Up Reserves
	http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl=T&app=9&p_dir=N&p_rloc=65266&p_tloc=&p_ploc=1&pg=27&p_tac=&ti=7&pt=6&ch=91&rl=501


	Dividends
	http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=7&pt=6&ch=91&rl=902

	Reserve Requirements
	http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=7&pt=6&ch=91&rl=901
(1) Net worth means the retained earnings balance of the credit union as determined under generally accepted accounting principles. Retained earnings consist of undivided earnings, regular reserves, and any other appropriations designated by management, the insuring organization, or the commission. This means that only undivided earnings and appropriations of undivided earnings are included in net worth. Net worth does not include the allowance for loan and lease losses account.

  (2) Net worth ratio means, with respect to a credit union, the ratio of the net worth of the credit union to the total assets of the credit union.

  (3) Total assets means the average of the total assets as measured using one of the following methods:

    (A) average quarterly balance. The average of quarter-end balances of the four most recent calendar quarters; or

    (B) average monthly balance. The average of month-end balances over the three calendar months of the calendar quarter; or

    (C) average daily balance. The average daily balance over the calendar quarter; or

    (D) quarter-end balance. The quarter-end balance of the calendar quarter as reported on the credit union's call report.

(b) In accordance with the requirements of §122.104 of the Act, state-chartered credit unions shall set aside a portion of their current gross income, prior to the declaration or payment of dividends, as follows:

  (1) A credit union with a net worth ratio below 7.0% shall increase the dollar amount of its net worth reserves by the following amounts at the indicated intervals until its net worth ratio equals 7.0% of total assets:

    (A) in the case of a monthly dividend period, net worth must increase monthly by an amount equivalent to at least 0.0334% of its total assets; and

    (B) in the case of a quarterly, semi-annual or annual dividend period, net worth must increase quarterly by an amount equivalent to at least 0.1% per quarter of its total assets.

 (2) For a credit union in operation less than ten years and having assets of less than $10 million, a business plan must be developed that reflects, among other items, net worth projections consistent with the following: 

    (A) 2.0% net worth ratio by the end of the third year of operation; 

    (B) 3.5% net worth ratio by the end of the fifth year of operation; 

    (C) 6.0% net worth ratio by the end of the seventh year of operation; and 

    (D) 7.0% net worth ratio by the time it reaches $10 million in total assets or by the end of the tenth year of operation, which ever is shorter.

	Records Retention and Preservation
	http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=7&pt=6&ch=91&rl=405

	Electronic Notification
	http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=7&pt=6&ch=91&rl=407
A credit union may, in accordance with written board policy, satisfy any "written" member notification requirement of the Act, commission rules, or the credit union's bylaws by electronic means provided: 

  (1) the member agrees in writing or electronically to use electronic instead of hard-copy notifications; 

  (2) the member has the ability to print or download the notification; 

  (3) evidence of the electronic notification is retained in accordance with §91.405 (relating to Records Retention); and 

  (4) both the credit union and the member have the capacity to receive electronic messages.

	Amount of Insurance Protection
	http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl=T&app=9&p_dir=N&p_rloc=129313&p_tloc=&p_ploc=1&pg=6&p_tac=&ti=7&pt=6&ch=95&rl=101
(b) With the approval of the commissioner and if authorized by the insuring organization, a participating credit union may, from time to time as determined by its board of directors, issue membership shares that are not guaranteed and are subordinate to all other claims, including creditors, shareholders and the insuring organization.

	Transactional Web Site Notice Requirement; and Security Review
	http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl=T&app=9&p_dir=N&p_rloc=123693&p_tloc=&p_ploc=1&pg=4&p_tac=&ti=7&pt=6&ch=91&rl=3001
(a) A credit union must file a written notice with the commissioner at least 30 days before it establishes a transactional web site. The notice must: 

  (1) Include an address for and a description of the transactional features of the web site; 

  (2) Indicate the date the transactional web site will become operational; and 

  (3) List a contact person familiar with the deployment, operation, and security of the transactional web site. 

(b) For the purposes of this chapter a transactional web site is an Internet site that enables users to conduct financial transactions such as accessing an account, obtaining an account balance, transferring funds, processing bill payments, opening an account, applying for or obtaining a loan, or purchasing other authorized products or services. 

(c) Credit unions, which have a transactional web site, must provide for a review of the adequacy of the web site's security measures at least once every two years. The scope of the review should cover the adequacy of physical and logical protection against unauthorized access including denial of service and other forms of electronic access. If the credit union outsources this technology platform, it can rely on testing performed for the service provider to the extent it satisfies the scope requirements of this subsection.

	Lending Powers
	http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=7&pt=6&ch=91&rl=701
(e) Loan Maturity Limit. Except when a higher maturity date is provided for elsewhere in this chapter, the maturity of any loan or extension of credit to a member may not exceed 15 years. Minimum payments, on a line of credit balance must be sufficient to amortize the outstanding balance over a reasonable period of time and not cause negative amortization. 

(f) Liquidity. In addition to establishing controls for credit risks, credit unions shall establish procedures and guidelines to monitor and limit the total volume of loans outstanding, to ensure adequate liquidity. In setting such guidelines, the credit union shall consider various factors such as credit demand, the volatility of shares and deposits, and availability of alternative funding sources.

	Fees and Charges
	http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl=T&app=9&p_dir=N&p_rloc=141236&p_tloc=&p_ploc=1&pg=7&p_tac=&ti=7&pt=6&ch=97&rl=101
$200 if less than 200k, about $700 for a CU with $500k
(a) Remittance of fees. 

  (1) Each credit union authorized to do business under the Act shall remit to the department an annual operating fee. The fee shall be paid in semi-annual installments, billed effective September 1 and March 1 of each year. The final installment may be adjusted as provided by subsection (d) of this section. Installments received after September 30 or March 30 of each year will be subject to a monthly 10% late fee unless waived by the commissioner for good cause.

	CU borrowing funds
	http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=7&pt=6&ch=91&rl=7000
(a) General. No credit union may issue certificates of indebtedness pursuant to this section or amend the terms of such certificates unless it has obtained a written letter from the commissioner stating that the commissioner does not object ("non-objection letter"). All requirements of the provisions of this section must be met before a non-objection letter will be issued. 

(b) Form of application; supporting information. Applications must be in the form prescribed by the commissioner and shall include all information and exhibits required by the application instructions….

(e) Supervisory objection. Generally, the commissioner will not issue a non-objection letter where:
…
  (3) The ratio of subordinated debt included as equity capital to the credit union's net worth requirements exceeds one-third, after giving effect to the proposed issue.


Definitions per Texas Administrative Code

(1) Net worth means the retained earnings balance of the credit union as determined under generally accepted accounting principles. Retained earnings consist of undivided earnings, regular reserves, and any other appropriations designated by management, the insuring organization, or the commission. This means that only undivided earnings and appropriations of undivided earnings are included in net worth. Net worth does not include the allowance for loan and lease losses account.

  (2) Net worth ratio means, with respect to a credit union, the ratio of the net worth of the credit union to the total assets of the credit union.

  (3) Total assets means the average of the total assets as measured using one of the following methods:

http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=7&pt=6&ch=91&rl=901
(2) "Deposit" means a balance held by a credit union and established by a credit union member, another credit union, a governmental unit, or an authorized nonmember in accordance with standards specified by the credit union, including balances designated as deposits, deposit certificates, checking accounts or accounts by other names. A "deposit" is a debt which earns interest and is owed by the credit union to the account holder.

http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=7&pt=6&ch=95&rl=100
(5) "Membership share" means a share of the credit union which shall be the balance held by a credit union and established by a member in accordance with standards specified by the credit union. Each member may own only one membership share. In the case of a joint account, the account may serve to represent the membership of each of the joint owners who have applied for and were accepted as members, as long as a full membership share for each joint owner seeking membership is maintained in the account.

http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=7&pt=6&ch=95&rl=100
 (7) "Shares" means a balance held by a credit union and established in accordance with standards specified by the credit union including, but not limited to shares, share accounts, share certificates, share draft accounts or other such accounts. "Shares" may include membership shares. In addition, "shares" earn dividends.

http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=7&pt=6&ch=95&rl=100
  (22) Mobile office--a branch office that does not have a single, permanent site, including a vehicle that travels to various public locations to enable members to conduct their credit union business.

  (23) Office--includes any service facility or place of business established by a credit union at which deposits are received, checks or share drafts paid, or money lent. This definition includes a credit union owned branch, a mobile branch, an office operated on a regularly scheduled weekly basis, a credit union owned ATM, or a credit union owned electronic facility that meets, at a minimum, these requirements; however, it does not include the credit union's Internet website. 
This definition also includes a shared branch or a shared branch network if either:
http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl=R&app=2&p_dir=&p_rloc=143015&p_tloc=&p_ploc=&pg=1&p_tac=143015&ti=7&pt=6&ch=91&rl=101&dt=&z_chk=1926029&z_contains=office
TCUL glossary

http://www.tcul.coop/ALM_Glossary.html
Delinquent Loans  -  The sum of loans classified as 2-6 months, 6-12 months, and over 12 months delinquent. 

Delinquency Ratio  -  The ratio of delinquent loans divided by gross loans. 

Liquidity Ratio  -  A proxy for a credit union's liquidity that is calculated as the sum of total loans, core investments that have either fixed maturities greater than six months or effective durations greater than .5%, other real estate owned, and fixed assets divided by the sum of total member shares (all types but excluding borrowed funds and non-member deposits) and equity capital.  A credit union's liquidity is typically low when its liquidity ratio exceeds 90% and high when its liquidity ratio is less than 75%.

Net Charge Offs (NCOs)  -  Annualized loan charge offs minus recoveries. 

Net Operating Expenses  -  Operating expenses minus total fee income. 

Net Operating Income  -  Calculated as net interest income minus net operating expenses, net operating income reflects a credit union's operating profitability before non-operating income, unrealized gains/losses, loan loss provisions, reserve transfers and interest refunds are taken into account. 

Operating Expenses  -  All expenses except dividends and interest, non-operating expenses (or losses), investment losses (both realized and unrealized), loan loss provisions and reserve transfers.

Total Fee Income  -  The sum of member fee income and other operating income.   Total fee income is often referred to as non-interest income.
Miscellaneous references

Nevada rules for CUs. 
See NAC 678.020 Surety Bond, 678.030 Fidelity bonds, 678.050 Reserve for liquidity, 678.060 Borrowings, 678.070 Special reserves against losses

http://www.leg.state.nv.us/nac/NAC-678.html
Loan Charge Off Rates and Delinquency Rates

Article 8/1/2011. Says high 3Q 2009 Loan Charge Offs 1.17%, 2Q 2011 0.93%, Delinquency rates (Loans 2 or more months late) high 3Q 2009 1.79%, 2Q 2011 1.58%.

http://www.creditunions.com/article.aspx?articleid=4547
1Q 2012 NCUA news (6/1/2012) Net Charge Offs 0.78%, Delinquency rates 1.44%

http://www.ncua.gov/News/Pages/NW20120601AssetsTrillion.aspx
NCUA Fidelity Bond and Insurance Coverage for Federal Credit Unions
See section 713 and 741.201. Coverage required is lesser of total assets and $250,000.

http://www.ncua.gov/Legal/Documents/NCUARegulationsManual.pdf
Texas CU profile

March 2012. Allowance for Loan losses / Total Loans = 1.46% (high 1.57% in Dec 2011)

http://cud.texas.gov/upload/file/reports/cu_statistics/Key_Ratio_Trends_for_Texas_Credit_Unions_March_2012.pdf
FILINGS required 

IRS Form 990

Return of Organization Exempt From Income Tax. Annual. Can be e-filed 

NCUA Regulations Manual
http://www.ncua.gov/Legal/Documents/NCUARegulationsManual.pdf
NCUA rules applicable to State chartered CUs

http://ecfr.gpoaccess.gov/cgi/t/text/text-idx?c=ecfr&sid=2977c23c60f95631d862c8e9e53115c1&rgn=div5&view=text&node=12:7.0.2.3.26&idno=12
See link below for 216 of the Act, 12 U.S.C. 1790d

In determining the insurability of a credit union which makes application for insurance and in continuing the insurability of its accounts pursuant to Title II of the Act, the following criteria shall be applied:

(a) Reserves —(1) General rule. State-chartered credit unions are subject to section 216 of the Act, 12 U.S.C. 1790d, and to part 702 and subpart L of part 747 of this chapter.
http://www.gpo.gov/fdsys/pkg/USCODE-2010-title12/pdf/USCODE-2010-title12-chap14-subchapII-sec1790d.pdf
Above states that CUs don’t issue capital and are expected to accumulate net worth (via earnings) either within 10 years or by the time total assets reach 10 million. Well-capitalized requires net worth ratio to be not less than 7%, Adequately capitalized requires not less than 6%,  Undercapitalized is less than 6%, Significantly undercapitalized is less than 4% or less than 5% and doesn’t have a plan/fails to implement plan to restore net worth, Critically undercapitalized is less than 2%.

A CU that is not well-capitalized must set aside earnings amount not less than 0.4% of total assets annually (Note: State says 0.1% per quarter).
Will we need (2) Special reserve for nonconforming investments if we invest only in CDs and US treasuries

(2) Special reserve for nonconforming investments. State-chartered credit unions (except state-chartered corporate credit unions) are required to establish an additional special reserve for investments if those credit unions are permitted by their respective state laws to make investments beyond those authorized in the Act or the NCUA Rules and Regulations. For any investment other than loans to members and obligations or securities expressly authorized in Title I of the Act and part 703 of this chapter, as amended, state-chartered credit unions (except state-chartered corporate credit unions) are required to establish and maintain at the end of each accounting period and prior to payment of any dividend, an Appropriation for Non-conforming Investments in an amount at least equal to the net excess of book value over current market value of the investments. If the market value cannot be determined, an amount equal to the full book value will be established. When at the end of any dividend period, the amount in the Appropriation for Non-conforming Investments exceeds the difference between book value and market value, the board of directors may authorize the transfer of the excess to Undivided Earnings.

This refers to bonds for BODs and president?

(d) Insurance of member accounts would not otherwise involve undue risk to the NCUSIF. The credit union 

must maintain adequate fidelity bond coverage as specified in §741.201.

What is the premium percentage for 2012?

(c) One percent deposit. Each insured credit union must maintain with the NCUSIF during each reporting period a deposit in an amount equaling one percent of the total of the credit union's insured shares at the close of the preceding reporting period. For credit unions with total assets of less than $50,000,000, insured shares will be measured and adjusted annually based on the insured shares reported in the credit union's 5300 report for December 31 of each year. For credit unions with total assets of $50,000,000 or more, insured shares will be measured and adjusted semiannually based on the insured shares reported in the credit union's 5300 reports for December 31 and June 30 of each year.

(d) Insurance premium charges —(1) In general. Each insured credit union will pay to the NCUSIF, on dates the NCUA Board determines, but not more than twice in any calendar year, an insurance premium in an amount stated as a percentage of insured shares, which will be the same percentage for all insured credit unions.

(g) New charters. A newly-chartered credit union that obtains share insurance coverage from the NCUSIF during the calendar year in which it has obtained its charter will not be required to pay an insurance premium for that calendar year. The credit union will fund its one percent deposit on a date to be determined by the NCUA Board in the following calendar year, but will not participate in any distribution from NCUSIF equity related to the period prior to the credit union's funding of its deposit.

Does this mean we cannot offer uninsured membership shares?

Any credit union that is insured pursuant to Title II of the Act may not offer membership shares that, due to the terms and conditions of the account, are not eligible for insurance coverage. This prohibition does not apply to shares that are uninsured solely because the amount is in excess of the maximum insurance coverage provided pursuant to part 745 of this chapter.

Reporting for new CUs

Any federally insured credit union chartered for less than 2 years or any credit union defined to be in troubled condition as set forth in §701.14(b)(3) of this chapter must adhere to the requirements stated in §701.14(c) of this chapter concerning the prior notice and NCUA review. Federally insured state-chartered credit unions must submit required information to both the appropriate NCUA Regional Director and their state supervisor. NCUA will consult with the state supervisor before making its determination pursuant to §701.14 (d)(2) and (f) of this chapter. NCUA will notify the state supervisor of its approval/disapproval no later than the time that it notifies the affected individual pursuant to §701.14(d)(1) of this chapter.
NCUA Temporary Corporate Credit Union Stabilization Fund Assessment Sep 2011 for year 2011

0.25% of insured shares. Letter say future year’s assessments are expected to be .08% to 0.11%.

http://www.ncua.gov/Resources/Pages/LCU2011-14.aspx
§ 701.38 Borrowed funds from natural persons.

(a) Federal credit unions may borrow from a natural person, provided:

(1) The borrowing is evidenced by a signed promissory note which sets forth the terms and conditions regarding maturity, prepayment, interest rate, method of computation, and method of payment;

(2) The promissory note and any advertisement for such funds contains conspicuous language indicating that: 

(i) The note represents money borrowed by the credit union;

(ii) The note does not represent shares and, therefore, is not insured by the National Credit Union Share Insurance Fund.

(b) Federal credit unions must comply with the maximum borrowing authority of § 741.2 of this chapter
§ 741.2 Maximum borrowing authority.

(a) Any credit union which makes application for insurance of its accounts pursuant to Title II of the Act,

or any insured credit union, must not borrow, from any source, an aggregate amount in excess of 50 per centum of its paid-in and unimpaired capital and surplus (shares and undivided earnings, plus net income or minus net loss).

(b) A federally insured state-chartered credit union may apply to the regional director for a waiver of paragraph …

NCUA Fiduciary Duties at Federal Credit Unions for BOD 

Fiduciary Duties at Federal Credit Unions; Mergers and Conversions of Insured Credit Unions

http://www.gpo.gov/fdsys/pkg/FR-2010-12-28/pdf/2010-32115.pdf 

Some extracts

The Board cannot emphasize enough that the members own an FCU and that directors of an FCU must consider the interests of the membership as a whole, and put those interests first, when making decisions that affect the credit union. 
this final rule revises paragraph (b)(3) to provide for a six-month period in which to gain at least a working familiarity with basic finance and accounting practices, including the ability to read and understand the Federal credit union’s balance sheet and income statement 
NCUA Recommended Chart of Accounts

http://cuanswers.com/doc/gold/ncua_recommended_chart_of_accounts.htm
IRS Publication 557 Tax-Exempt Status for your Organization (includes CUs)
http://www.irs.gov/pub/irs-pdf/p557.pdf

Questions
Can we apply to get permission to issue membership shares that are not insured

http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl=T&app=9&p_dir=N&p_rloc=129313&p_tloc=&p_ploc=1&pg=6&p_tac=&ti=7&pt=6&ch=95&rl=101
(b) With the approval of the commissioner and if authorized by the insuring organization, a participating credit union may, from time to time as determined by its board of directors, issue membership shares that are not guaranteed and are subordinate to all other claims, including creditors, shareholders and the insuring organization.

http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl=T&app=9&p_dir=F&p_rloc=143015&p_tloc=14975&p_ploc=1&pg=2&p_tac=&ti=7&pt=6&ch=91&rl=101
  (39) Uninsured membership share--funds paid into a credit union by a member that constitute uninsured capital under conditions established by the credit union and agreed to by the member including possible reduction under §122.105 of the act, risk of loss through operations, or other forfeiture. Such funds shall be considered an interest in the capital of the credit union upon liquidation, merger, or conversion.

Add language in by-laws/policies that directors work for free, all expenses must be pre-approved specifically or be part of an approved budget

Add language that says CU will not accept deposits from non-members

http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl=T&app=9&p_dir=N&p_rloc=152084&p_tloc=&p_ploc=1&pg=7&p_tac=&ti=7&pt=6&ch=91&rl=501
Add language that says CU will not accept brokered deposits

http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl=T&app=9&p_dir=N&p_rloc=80435&p_tloc=&p_ploc=1&pg=8&p_tac=&ti=7&pt=6&ch=91&rl=501
Add language that says CU will not purchase or sell member loans

http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl=T&app=9&p_dir=N&p_rloc=148870&p_tloc=&p_ploc=1&pg=20&p_tac=&ti=7&pt=6&ch=91&rl=501
Add language that says CU will not issue Credit Cards?

http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl=T&app=9&p_dir=N&p_rloc=148871&p_tloc=&p_ploc=1&pg=21&p_tac=&ti=7&pt=6&ch=91&rl=501
Add language that says CU will not engage in Indirect Lending

http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl=T&app=9&p_dir=N&p_rloc=127878&p_tloc=&p_ploc=1&pg=22&p_tac=&ti=7&pt=6&ch=91&rl=501
Add language that says CU will not engage in Leasing
http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl=T&app=9&p_dir=N&p_rloc=148874&p_tloc=&p_ploc=1&pg=23&p_tac=&ti=7&pt=6&ch=91&rl=501
Add language that says CU will not issue loans to directors, senior management employees and their immediate family member, and any candidate for such positions cannot have any existing loan with the CU. RULE §91.719
http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl=T&app=9&p_dir=N&p_rloc=127882&p_tloc=&p_ploc=1&pg=28&p_tac=&ti=7&pt=6&ch=91&rl=501
Add language that says CU will not have any foreign branches or accounts in foreign countries.
Can the CU offer student loans

Add language that says CU will not offer lines of credit or business loans

Add “Exceptions to General Lending Procedures” to loan policy RULE §91.715
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