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Monitoring System

International Financial Standards
World Council’'s PEARLS Monitoring System is the
only software of its kind to combine a powerful

relational database with an internationally proven
methodology for improving operational efficiency.

PEARLS provides credit union managers with concise,
easy-to-read reports that reveal instiutional weaknesses
and trends. It also offers a strategic business planning
tool to help managers implement change.

The PEARLS Monitoring System includes:

Monitoring tool with PEARLS financial ratios

L]

Ranking tool for comparing credit unions

Business planning tool to create strategic

plans that help improve performance

Customizable labels that can be adapted 1o

suit local language requirements

User guides and manuals

Helping to build sound &

safe financial
. institutions
S
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Executive Forum

“Sound & Safe”

Message Dominates
WOCCU Agenda

Credit unions around the world are
growing in size and numbers, not
only in asset size, bul more impor-
tantly, in the number of credit union
members they are reaching out to by
providing access to affordable finan-
cial services. In fact, the worldwide
total of credit union members oday
exceeds 100 million people. And
while that's a impressive
number, there's stll more work to
be done.

Very

For many of those members, their
credit unions are operating without
credit union-specific legislation or
regulation that mandates adherence
to prudent financial disciplines,
Without these, it ultimately compro-
mises the safery and soundness, as
well as long-term  sustainability of
credit unions.

Needless to say, this is an important
issue for World Council of Credit
Unions, Inc. In fact, it's so important
that we are undertaking initiatives in
each of our advocacy, platform and
development missions to foster
credit union safety and soundness.

In the area of advocacy, we are tak-
ing our message of sound and safe
credit unions o government officials,
regulatory agencies, credit unions,
members and the public, That sound
and safe message says:

“There cannot be economic or social
progress in a4 country without a
sound financial system; there cannot
be a sound and safe financial system
without a sound and safe credit
union sector; and ultimately, there
cannot be a sound and safe credit
union sector without enabling legis-
lation and regulation.”

Arthur Arnald
Prasident & CEQ

We're also meeting with the Bank
for International Settlements in
Basel, Switzerland to discuss this
issue as it relates to capital adequacy
requirements for credit unions.

In the platform mission, we hosted—
along with the Irish Credit Union
League—on June 1-4 our annual
general meeting and International
Conference, of which the theme
and educational sessions focused on
regulation and technology.

CcThere cannot be a
sound and safe
credit union sector
without enabling
legislation and
regulation. 99

In the area of development, we con-
tinue to implement our model crecit
union methodology based on
WOCCU's internationally accepted
and recognized financial disciplines,
called PEARLS (see related article on
page 12). One such example is our
Guatemalan Ratings Agency that
received national recognition for
contributing to the public confidence
in credit unions at a time when
banks are failing in Guatemala. In
fact, the day that the WOCCU
Board's Executive Commitiee
on-hand to attend the ratings agency
press conference, three more
Guatemalan banks failed,

Wil

Dannis Cutter
Board Chalrman

Along with Guatemalan credit unions
and Federacidn de Asociaciones
Cooperativas de Ahomo v Crédito
(FENACOAC), World Council gained
positive  national media attention
we unveiled the Agencia
de Instituciones
WOCCU, the ratings agency for
Guatemalan credit unions. The
ratings agency will strengthen credit
unions and boost the national
credit union movement by providing
independent, external reviews of
credit unions and building  public
confidence in participating coopera-
tives (credit unions) as safe, deposit-
taking financial institutions.

when
Calificadoro

The US$5.4 million ratings agency
project is funded equally by the World
Bank’s Consultative Group o Assist
the Poorest, FENACOAC and its 28
member credit unions, which have 81
branches and serve 360,000 members
with total assets of US$160 million.

The success of the ratings agency is
another example of how WOCCU
has helped credit unions in
Guatemala meet the “Sound & Safe”
standards that form the basis of a
sustainable credit union, Now more
than ever, the Guatemalan people in
need of reliable financial services
have a reason to turn o credit unions
as their savings and lending institu-
tions of choice.

Agencia
dlificadora

de Instituciones |

— SRR

Representatives from World Council, FENACOAC
and the WOCCU Credit Unien Ratings Agency
address the Guatemalan press.



Making a difference in the lives of
members is nothing new o credit
unions. However, the services and
tools credit union movements are
utilizing have expanded bevond the
reach of generic services to continue
meeting  the changing needs of
members and the communities they
live in, while also reaching out
the underserved.

With new products, services, educa-
tion and outreach programs, credit
unions are doing their pan o close
the widening gap between “the have
mores” and “the have less” of our
waorld, Of the world's 6 hillion
people, an astonishing five hillion
people have less, including less
access to financial services that
enable them o grow and climb the
ladder of financial success. In
Mexico, an estimated 605 of residents
lack access to affordable credit in
South Africa that figure is higher at
0%, World Council sees access to
affordable financial services as the key
to enabling millions of people to grow,

The United Nations estimates there
are 1.2 billion residents of developed
countries and 4.9 billion residents in
developing countries, including 160
million in  our least developed
nations,  Credit  unions  have a
tremendous opportunity 1o provide
financial services o millions more
people, both locally and globally—
making the “human difference.”

Encouraging Thrift

For some countries, the flood of access
tor credit isn't always a blessing. It can
win into a nightmare if mismanaged,
In an era of excess for some
developed countries, credit is easily
available and the mind-set of living
outsicle of a person's means is com-
mon. Keeping up with the neighbors

doesn't come without a price. Usually
that price equates to high interest on
an unmanageable debt.

Helping members see the light at the
end of the wnnel, an Trish credit
unicn founded the Money Advice
and  Budgeting  Service  (MABS),
Six wears alter irs inception, the
program was taken over by Ireland’s
Department of Social, Community
and Family Affairs Welfare and the
service was extended to five other
pilot locations. Today, there are 51
MABS offices spread throughout
Ireland, providing free budgeting and
advocacy services for people who find
themselves in unmanageable debt.

A strong MABS emphasis is placed
on practical, budger-based measures
that will have success in removing
people permanently from  depend-
ence on moneylenders and open up
an alternative source of low  cost
credit through local credit unions.

Peaple from different income brack-
ets and backgrounds utilize the
MABS service, "MABS has been
attributed in geting many out of the
money rap. We are proud that the
league was very invoelved in the
inception of MABS, bur this is a
grassroots project with credit unions
doing much of the work on the
ground,” explained Tony Smyvth, gen-
eral secretary of the Irish League of
Credit Unions,

In the United States, the National
Credit Union Foundation (NCUF)
recently launched a pilot program
campaign called “Plan it. Save 4 it.” as
part of a Ford Foundation sponsorecd
grant. The project promotes bundled
savings products, mrgeting low-to-
maderate  income  houscholds, The
two-year pilot savings campaign,

Cantinued on Page 4
o,

| human ratios remaining the

| thing like the following.

If we could shrink the earth’s
population to a village of
precisely 100 people, with all

same, it would look some-

There would be:

57 Asians
21 Europeans

14 from the Western
Hemisphere, both north
and south

8 Africans

52 would be female
48 would be male

70 would be nonwhite
30 would be white

6 people would possess
- 59% of the entire world's

wealth and all 6 would be
fram the United States

80 would live in .

substandard housing A
70 would be unable ':
to read b

50 would suffer
from malnutrition

1 would be near death

1 would be near birth

1 would have a

college education

1 would own a computer

When one considers our world
from such a compressed
perspective, the need for both
acceptance, understanding
and education becomes
glaringly apparent.

Phillip M. Harter, MD, FACEF
Stanford Umversity
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involving 3,000 mandomly  selected
credit unions, is designed © help
them enhance existing savings pro-
grams and services.

Pat Brownell, director of the National
Credit Union Foundation explained,
“Savings is the first priority in an effort
to help members accumulate assets
and change their financial sitation,”

In 1998, the U5, savings rate declined
to near zero. Over the past five years,
consumers saved only 4.2% ol their
income. This lack of savings has left a
majority of Americans unprepared for
daily emergencies and future needs,
When their limited savings can't meet
their needs, many turn w payday
lenders, check cashing outlets, title
loan shops, pawnshops or add more
credit cards to their wallet, The
“Plan it Save 4 0" campaign s
designed to encourage members to
use savings products,

The Plan it, a portion of the cam-
paign theme encourages members o
choose a savings goal and plan how
they will reach il. Goals include
things like: buying a home or car,
paying for college education and
planning for retivement. The Save 4 it
portion of the theme serves (o
remind members o save every day
toward their goal, Members are also
encouraged 1o pay off their highest
interest bearing debt. Brownell con-
tinued, “Our mission is to promote
consumer financial independence
through credit unions.”

iy ’
many countries are
jaffe rence locally

Ly W

through programs encouraging social
and  community responsibility, To
honor the work of Canadian credit
unions, Credit Union Central of
Canada (CUCC) gives an annual
award for commitment (o community
cconomic  development.  Parameters
for the award include: demonstrable
benefit, community partnerships,
level of involvement and the credit
union leadership role in the project.
Some of the previous credit union
recipients include: St Joseph's
Credit  Union  {Isle  Madame),
Vancouver Savings Credit Union and
this year's honoree, Assiniboine
Credit Union (Winnipeg),

In 1994, Isle Madame, Nova Scotia was
facing the collapse of its fishery, the
lass of 500 johs in a workforce of 1,500
and a potential social and economic
breakdown of cataswophic propor-
tions. Now, just four short years later,
the Island is experiencing a dramatic
turnaround, which can be greatly
attributed 1o a series of bold initatives
by St. Joseph's Credit Union.

In partnership with the local commu-
nity development group, St. Joseph's
Credit Union launched Nova
Scatia's first successful Community
Investment Cooperative (CICH and
raised CAD$150,000 (USH97.083) in
eruity investment for the local aqua-
culture industry. Inspired by their ini-
tial success, St Joseph's organized
rwo other CICs and raised funds to
regenerate a local building supply
comprany and  support the develop-
ment of a community-owned shrimp
fishery. Their commitment tw the

7 1

unanimously passed a res-
olution to allocate 10% of
net earnings to a communi-
ty development fund, there-
by directly stimulating the

fiscal  health of Isle
Madame.
This year's CUCC Community

Economic Development
award recipient, Assiniboine
Credit Union in Winnipeg,
Manitoba is demonstrating
the credit union's commit-
ment to and success in
playing a leading role in a
creative sel-help strategy to
address the social and eco-
nomic needs of less advan-
taged community members.

Ten years ago, Assiniboine’s
board renewed their com-
mitment to social responsi-
bility by forming a
Community Loan Center
(CLCY; a focal point of this
CLC is a micro loan fund,
which provides loans up to
CAD$20,000 (US$12,944) 10
businesses  with =~ limited
collateral. The outcome
that program is that
credit union has made 130
loans  totaling CADS1.15
(US$744,303) million to 78
small businesses
have otherwise b
to receive credi
1999, the microcre
have more T




through a product that is
an alternative to conven-
tional lending.

Serving the Unserved

In many countries, banks
are pulling out of cities,
neighborhoods and  areas
they feel are unprofitable, in
some  cases leaving  the
communities with no access
to financial services.  Such
is the case in Australia, Fiji
New Zealand, Canada and
elsewhere with banks dis-
appearing from the rmral
areas. Credit unions are
reaching out o those com-
munities, forming  new
credit  union  branches
and/or buying the banks'
former branches.

Credit Union Services
Corporation  of  Australia
(CUSCALY has an ongoing
comumitment © assist credit
unions in providing services
o regional, rural  and
indigenous communities. 1n
1995 CUSCAL implemented
CreditCare. Working  with
many  credit unions and
regional communities
arcund the country,
CreditCare  assisted 50

communities in gaining,

access o credit unicn

facilities. Although the

CreditCare program

ended successfully in
June 2000, CUSCAL
continues providing sup-
port to rural credit unions.

Similarly, credit unions in many
Canadian provinces have worked
with their rural communities to
purchase bank branches and turn
them into credit unions, ensuring
that these communities still have
access to financial services, The
rrend for the last couple of years is o
purchase outgoing banks. Just in
2000, 26 differemt credit unions,
waorking with their respective provin-
cial centrals, purchased 64 total
bank branches in Alberta, British
Columbia, Manitoba, Mew Brunswick
and Saskatchewan.

Services Revolve Around

Members’ Unique Needs

For credit unions in many developing
countries and emerging economies,
the ability to offer basic savings and
credit  services is 2 tremendous
accomplisliment, in and of itself. Yet,
often times, the extenuating circum-
stances faced by their members
results in the creation of unigue
products and services.

In South Africa, loan protection ancd
burial insurance are two of the most
powerful and  beneficial SACCO
Ceredit union) member services, With
over 4 million South African citizens
infected with HIV/AIDS the product
offers comfort o family members.
SACCOs receive a small percentage
al the product revenue, selling it for
US52.00 per month, which is 30%
less than usual market premiums—
making it affordable for SACCO
members, who are living below
poverty levels. Currently 10% of
SACCO members are taking advan-
tage of funeral insurance.

B

David de Jong, manager of the Savings
and Credit Co-operative League of
South Africa (SACCOL) explained,
“The product is so popular that
eroups are forming credit unions so
they can obtain access to funeral
insurance. This has been a powerful
marketing tool and benefit of mem-
bership. At the same time it helps us
reach out 1o people with no access
to affordable financial services.”

Once a SACCO begins generating
income, 1% an incentive o save, the
SACCO offers its members loan
insurance, A SACCO typically pays
for this insurance through its operat-
ing surplus. The loan protection
insurance pays off a loan, should the
member die, leaving the family free
from the burden of a loved one's
clebt. SACCOL currently coordinates
this product on behalf of its mem-
bers, procured from  Zimiscle
Insurance Brokers at very reasonable
rates of 1.30 rand per 1,000 rand
(US50.16 per US$125) of the total
loan balance insured. (For more
information on the South " African
credit union movement, see related
article on page 10.)

In Poland's emerging economy,
SKOK (credit unions) recognize their
particular socio-economic  mission
and undertake a variery of initiatives
o assist low-income members, as
well as non-members.

Citing transaction costs, Polish banks
do not normally offer small loans,
which are typically needed by low-and
medium-income people. Reaching our

Continued on Page 19



Global Trends

Central & _Curpnrate Creglit Unions:
Keegmg Pace in the
lobal Marketplace

| By Gigi Hyland
Executive Divector
Association of
Cioarorgte Credil Unifons

Youve heard it before:
“Credit unions are
member-owned and member-driven.”
It's the mantra credit unions hum to
reinforce our uniqueness in a world
filled with alternatives, It's the pivotal
difference that  distinguishes credit
unions from other linancial service
providers, Proving the tangible value
behind the words, however, is tough
business. Tough for natwral person
credit unions and tough for central
and corporate credit unions.

Early on, credit unions placed wimost
importance on making loans to their
members. As credil union movements
around the globe have grown, the
urgency for central credit unions—or
credit unions for credit  unions—
became apparent. Central and corpo-
rate credit unions were born of that
nesd, Over the years, credit unions
have demanded financial services—
from their cooperatively owned
central and corporate credit unions—
thar kept pace with emerging technol-
ogy, flexible service capabilities and
income opportunitics available in the
markerplace, Central and corporate
credit unicns  have  responded by
developing services and financial
prochucts to help credit unions assist
their members. This has enabled credit
unions to remain competitive and
continue to flourish,

Bur, we live in a “What have you
done for me lately?” world, Resting on
past accomplishments assures extine-
tion in the ever-changing business
ecosystern, Central and  corporate
credit unions are meeting the tough
challenges of technology, regulation
and competition through more diver-

sified business activities and sophisti-
cated products and service capabilities
regardless of their time in existence
and level of development,

Jamaica

“Is tough 1o rest on past accomplish-
ments when vour business is less than
three years old,” said Grace Solas,
manager of the Jamaican Cooperative
Credit Union League's Central Finance
Facility (CFF). Since day one, the CFF
has had to operate in a competitive
and somewhat unstable financial mar-
ket. Although the CFF is part of the
league, it is in no way immune to the
broader investment market in Jamaica,

With over 100 linancial institutions on
an island of 2.5 million people, there
is an abundance of options for credit
union investments and liquidity serv-
ices. The CFF currently is holding its
own in the market, managing 40% of
the liquidity of the country’s 59 credit
unions. The CFF offers loans, savings
accounts, fixed term depaosits, liquidi-
1y management, mutual funds, securi-
ties purchases and payment services.
However, this volume of investments
is not yet sufficient for the CFF 1w
qualify as a primary dealer in the
securitics  market and  therefore, it
must work through a primary dealer
intermediary.

Aside from this additional intermedi-
ary reducing margins for the CFF, the
securities market is stll paper-based
adding the risks of security and fraud
to maving physical securities. As a rel-
atively new entity, the CFF is still
working o establish s rules and
position among the credit unions and
implement an accounting and settle-
ment system o interlink the credit
unions. “Luckily we haven't had o go
this alone. The visits with U5, Central
Credit Union and discussions with
other CFFs have definitely helped us
grow,” noted Solas.
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Guatemala
For 10 wears, the
national  federation

of Guatemalan credit
undons has operat-
ed a Central
Finance Facility
as part of its
association
services.  The
CFF serves 28
credit unions. It
offers money market
accounts,  reserve

accounts, fixed deposits, loans
cradit unions, operation of a settle-
ment swilch—among the 28 credit
unions and their 75 branches for

complete  shared  branching up-’}'\’
national level—and payment of inter-
national money  transfers,  This~.
national shared branching capability
gives the Guaremalan credit unions

the largest network and geographical
distribution of offices of any financial
institution in the country,

“Last July, the government imposed a
new 10% mx on the gross income of
financial products,” explained Oscar
de Leon, financial manager of the
CFE. This has radically altered the
environment  reducing  the  real
margins by 25 o 50 basis points from
15 to 2%, Now more than ever
squeexing efficiency owt of our
processes and invesmments is key”
One of the CFF's strategies to improve
efficiency is implementation ol & com-
mon operating platform among the
credit unions. (For more information
on the Guatemalan movement, see
related article on page 2.)

United States

In the S, corporate credit unions
were founded over 25 years ago
expressly to provide low-cost finan-
cial services and competitive invest-
ment and lending rates to their mem-



bers. Todav, over
99t of the nation's
10,800 credit unions
use  their
COrporate
credit
union
for ane
or - more
SCTVICES.

“The building
F i of this coun-
%/{;.. try's corporates
has been the
o biggest success
story in
credit union
movement., They
were formed by
stale leagues and built
by credit union leaders o
only serve the financial needs of
credit unions,” stated  Dick Johnson,
president and CEO of WesCorp, the
nation’s largest corporate credic union
with assets exceeding US$15 billion and
headquartered in San Dimas, California.
“Within the corporate system, we can
serve every oredit union from  the
largest tor the smallest with quality prod-
ucts unavailable anywhere else.”

Consider this. Last year, 115, corpo-
rares processed over one billion ftems
on behall of their member credit
unions. They transferred over USHE00
hillion in funds through electronic pay-
ments services, such as wires and auto-
mated clearinghouse ransactions. They
Facilitated over US$17.1 billion in cash
for their members and they offered
over 11S513.7 billion in approved cred-
it lines o members. But, like their
members, 115, corporates face regula-
tory and marketplace challenges.

Financial institutions' regulatory capi-
tal requirements secm o bhe perpetu-
ally under consideration by federal
regulators. As part of its review of Part
704, the regulation governing corpo-
rate credit unions, the National Crecit
Union Administration (NCUAY is con-
sicddering changes that would alter how

the -

state and lederally chartered corpo-
rate credit unions are capitalized.

Responding to NCUA, corporates pro-
posed capital standards and ratios that
address the interrelared issues of cred-
it concentraticn limits, interest rate
risk and credic risk measurements.
The proposed standards correlate 1o
other financial institution regulators’
definitions and measurements while
taking into account corporates’ signif-
icantly lower risl profile,

Mark Schroeder, president and CEQ
of  Wisconsin  Corporate Central
Crecdit Union and chairman of the
Association of Corporate  Credic
Unions, noted that the definition of
capital under the regulation is one of
the prime challenges facing corpo-
rates. “Owver the vears, corporates
have consistently and effectively
increased their capital position. As of
October 2000, corporates’ regulatory
capital (excluding 1.5 Central)
totaled 9.77%. Corporates propose to
maintain the current regulatory capi-
tal ratio minimum of % while
according full value 1o all exisling
capital instruments. Specilically, cor-
porates urge NCUA 1o give 10{0%
credit for three-year Membership
Capital Accounts and all forms of
paid-in capital and to utilize this uni-
form definition of capital in all other
key ratio calculations. Corporates
also recommend adding a minimum
risle-based capital ratio of 8% in order
o effectively compare corporales’
credit risk o commercial banks,”
Schroeder explained.

In addition to regulatory issues, con-
solidation and competition pose inter-
esting challenges o U5, corporates,
While corporates agree that competi-
tion is a good thing, mergers and
overlapping  fields of membership
have resulted in an emerging polar-
ization berween large versus small
corporates, This metamorphosis with-
in the system has resulted in strategic
alliances between corporates of dif-
fering asset size and cooperation on
issues like Internet banking and elec-
tronic bill payment,

P

“The corporate network's  strength
comes from our combined efforts o
serve  credit unions,”  said  Dan
Kampen, president and CEOQ of 1.5,
Central Credit Union, the nation's
only  wholesale corporate  credit
union, which serves as a ‘mini’
Federal Reserve, providing products
and services o corporate  credit
unions. ‘Corporates’ combined input
provides the critical direction  that
leads to new initiatives. It is our col-
lective strength that creates the foun-
dation for developing praducts and
services that meet the needs of
today's credit unions and their con-
SUmer I'I'll"_'InhL‘]'-.‘\'.“

What's Ahead for Corporate CUs?
While these are just a sampling of the
world's  corporate credit unions,
other well-developed systems exist
in Australia, Canacda, Korea, parts of
Latin America, Poland and Thailand,
to name just a few. Although each of
these national systems is at a differ-
ent level of development, they were
born out of similar needs among
credit unions and o some  extent
held similar futures,

50 when is a movement ready for a
corporate credit union? In the evo-
lutionary  process, the need for
Central Finance Facilities typically
arises aller a group of credit unions
is: able to effectively mobilize sav-
ings; have sufficient liquidity requir-
ing professional investment and
cash management services; and
have begun offering products where
centralized payment and settlement
services are needed.

In the future, as globalization intensi-
fies, we will likely see greater stan-
dardization in capital requirements
for corporates, tighter margins on
investment  management, greater
volumes of international  transfers
and continued reliance on rechnology
1o drive the payments system. While
making forecasts is never easy, it's
safe 1o say that credit unions will
require their corporates o keep pace
and that it will continue to be a
tough business.



Global Advocacy

Advocacy in Action:

Leaders and valunteers from member credit unions of the California and
Mevada Credit Union Leagues fent support ta WOCCU's advecacy offorts
helping to garnar four of the nine signers of the letter to Representative
Kolbe, Fictured [l-r): Judy Happ, Ron MeDaniel, Mark Holbrook, Lynn
Athens, The Honorable Bradley Sherman (D-Califoria), Bary Kane, Mendall
Thempson, Cherl Mora, Chis Kerecman and Jeoff Rendel,

“.Exporting the American ideals of democracy and free-
market principles...” were the words recently used by 1S,
members of Congress 1o describe the efforts of credit unions
and World Council in letters sent to the Honorable Jim Kolbe
{(R-Arizona), chairman of the House Appropriations
Subcommittee on Forelgn Operations. The ten legislators—
all members of the Committee on International Relations
and/or the Committee on Financial Services—expressed
strong suppornt for US52,3 million in funding from the fiscal
vear 2002 Foreign Operations Appropriations Bill for World
Councils’ efforts in South Africa and Mexico.

Both countries have a long-standing need for credit
unions. In South Africa, which is the largest economy on
the African continent, 80% of the population lacks access
o affordable financial services. Similarly, 63% of
Mexicans lack access in the world's 13th largest economy.
World Council is seeking US520 million over four years for
two  extensive, four-vear projects o strengthen  the
movements, increase membership and  improve the
regulatory systems,

The leter, as well as other advocacy efforts, woulde't have
been possible without the support of the LS. credit union
movement. This vear, Credit Union National Association
(CUNAD, several TS, state credit union leagues and leaders
from their member credit unions have been “Hiking the Hill”
for WOCCU and making phone calls to introduce thedr legisk-
tors 1o the internatonal credit union movement, World
Council and the two projects.

Mike Beall, WOCCU's manager of pannerships and the
People<to-People  program  said, “We have received a
remendously positive response from many members of
Congress and their stalfers, not only for the projects, but also
for the activities of credit unions worldwide.”

World Council wishes to thank CUNA and the state credit union
movements that have been involved, thus far, in advancing the

message and benefits of the international credit union system:

Alabama [lingis Mew lersey Pennsylvania
firizona lowa Mew York Texas
California Kentucky Mevada Utah

Georgia Lovisiana Morth Caroling  Vermont
Hawaii Michigan Ohio

World Council also thanks the ten U5, Congressional representatives
that signed the letter to the Honorable Jlim Kolbe (R-Arizona):

Shelley Barhley Paul Gillmor
(D-Mevada) (R-Chin)

Steve Chabot Benjamin Gilman
{R-Mhia) [R-New York)
lahn Cooksey, M.D. Amo Houghton
(R-Lowisiana) {R-New Yark)

loseph Crowley
(D-Mew York)

After the ten Congressional
members sent their leters,
World Council's  president
and CEO, Arhur Arnold
and board treasurer, Gary
Plank followed up by meet-
ing with Representative
Kolbe in his home state of
Arizona.  Advocacy activi-
tics on the Senate side
include  working  with
select group of Senators
from the Foreign Operations
Subcommittee  of  the
Appropriations  Conumittee
to earmark the funds in an
appropriations hill,

“Thanks 1o the dedicated
advocacy efforts of 1S
credit union people and the
powerful lobbving voice of
CUNA, the international
credit union movement and
World Council are receiving
the best exposwe we've
ever had. 1 feel confident
that we are making major
progress  in raising  the
profile of credit unions with
federal and state legislators

Grace Napalitano
{D-Californial
Adam Schiff
(D-California)

Bradley Sherman
[D-Califarnia)

in the U5, commented
Arthur  Arnold, WOCCU
president and CEQ. “It s
becoming more evident o
these clected officials how
extensive the success story
of credit unions really is—as
far as outreach w enable
people o grow and o
make progress in their com-
munities, not only in the
U5 but worldwide, We're
proving o Congress that
directing 1S mx dollas w
fund World Council's creclit
union development projects
is a sound investment, gen-
erating sustainable, high
returns.” emphasized Arnold.

Some of the information in this
article is reprinted with the
permission of CUNA's News Now,
Go to hitp:/f www.cuna.org/datal
newsnow/newsnow.ntml to read
the full text of the April 2, 2001
article entitled, “Support Builds
for International CU Funding.”



Global Advocacy — (cont'd)

WOCCU Launches New Website
|
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International CU System

In this age of technological
innovation, one of the keys
to credit unions” distinguish-
ing themselves from other
financial institutions is stay-
ing at the forefront of tech-
nology. For international
organizations  like World
Council, the website is an
especially  important tool,
which spans geographic
distances and enables glob-
al communication to reach
an unprecedented level.

WOCCU's marketing team
is undertaking an ongoing
effort to update and
improve the organization’s
website. Introduced in fate
February, the enhanced
fourth generation version
located ar www . woccu.org,
is designed to provide visi-
tors with a global forum for
communication and infor-
mation exchange relating to
the international credit
union movement,

A Global Forum for

Credit Unions

After surveying website vis-
itors, WOCCU viewed fexi-
bility and content expan-
sion as primary goals.
Research revealed that all

advocate

member SEZIMNENTS wanted o access
incdustry news data online.

SWOCCLHs online pressroom is our
answer o meeting members' requests
for news" explained Kecia Dovle,
marketing communications manager.
“The purpose is 1o disseminate news
and information of World Council and
its member organizations—providing a
global credit union wire service
with instant access 10 news releases,
publications, photos, digital clips and
biographics at the click of a mouse”

In addition 1o the highly sought-after
news section, other new features o
the site include the online English and
Spanish  editions of Credit Union
Wonrld, an expanded Microfinance and
Development section, a credit union
locator for WOCCU's  International
Remittance Netaork (IReet), an inter-
active map for localing credit union
movements and the products available
through an innovative  e-partnership
between World Council and the Credit
Union Executives Society (for more
information see page 213, One exciting
product available through that partner-
ship is onling learning—another
service deemed highly desirable by
survey respondents.

Functional Flexibility for All Users

“The users we reach through the site
vary significantly in terms of access o
technology,”  explained  Melanie
Tavera, website specialist.  “With
enhancements enabling users of all
software and hardware capabilities to

L

SEARCH _ a0

navigate the site effectively, WOCCU
online addresses the needs of a
technologically  diverse  audience  in
developed and developing countries.”

World
Aesention, Inc.
significant  functional  improvements.
Flash modules and rollover links add
o ease of navigabiliy, but not all
browsers support them. For those that
don't, these elements appear as slatic
text. Implementation of database
technology has also enhanced content
management, enabling WOCCH staff
to constantly change the site and offer
up-to-the-minute information.

Council and site  designer
have  implemented

The Road Ahead

“WOCCU online, as a forum for knowl-
edge exchange, spans the globe o
facilitate  communication between all
people interested in the international
credit union movement,” commentod
Arthur Arnold, WOCOCU president anc
CEQ. "We are extremely pleased with
this latest version, which successfully
comveys our vision of Quality Credir
Unions {or Everyvone and the activites
we undertake o enable millions of
people 0 grow and gain access 10
affordable financial services.”

Yet, WOCCU recognizes this is just the
beginning, Because technology moves
forward constantly and the needs of
credit unions evolve and grow, World
Council  views the website  as
provisional. Look for more changes w
come,_stay tuned, Browse frequently,

WWW.WOCCU.0rg



Spotlights on Development

Reaching Out to South
Africa’s Under-Served

Access 1o financial services is not something that South
Africans take for granted. In fact, most are unaware that
the opportunity to enrich their lives through savings and
fair lending programs even exists. Among the 40 million
people in South Africa, many are impoverished and an
estimated 80% lack access to affordable financial services.
This lack of opportunity is a remnant of apartheid, a polit-
ical system that ate away South Africans’ social, political
and economic existence for more than 30 vears, until it
was abolished in 1994, Among the organizations dam-
aged by apartheid were the South African credit unions,
called savings and credit co-operatives (SACCOs).

In the past seven years, SACCOs have been working to
establish a basis for addressing the needs of the South
African people. Thinty percent of the country's population
currently lives below the poverty line, with the unemploy-
ment rate at 3%, South Africa is also the most severely
affected African country dealing with the HIV/AIDS wvirus,
An estimated 1006 of the population has AIDS and each
day 1,700 newly infected citizens are added to this statstic.
The actual numbers are thought o be much higher
because of unreported and untreated cases.

To promote the social and economic well being of the
country, South Africans need to mobilize themselves,
Because credit unions are based on the concept of self-
help and self-development, they are ideal vehicles for
tapping into the potential in South Africa, empowering
the peaple to better their lives.

World Council & SACCOL:

Bringing Financial Services to the People

Today, efforts to boost the well being of all people
through a revival of the credit union movement in South
Africa are taking off. Over the last three years, World
Council, the African Development Fund, The Louisiana
Credit Union League and the National Credit Union
Foundation (U.S.) have been supporting the efforts of the
Savings and Credit Co-Operative League of South Africa
(SACCOLY 1o increase credit union membership from
3,000 o nearly 10,000 members today. As of December
2000, total assets increased to 18 million rand (US52.27
million), toral deposits to 13.6 million rand (US51.7 mil-
lion) and loans to 11 million rand (US51.4 million). The
loans-to-savings ratio stands at 800,

“The need for assistance, the need for access to alfordable
{inancial services, the opportunities for SACCOs are here,”
commented Brian Branch, vice president of World

Council. “The people in
townships, throughout
South Africa, depend on
loan sharks and other so-
called loan providers which
charge 53% per month ancd
are not regulated, whereas
SACCOs, which are regulat-
ed charge a fair marker rare
of 3.5% per month and
provide members with
daccess [0 savings services.”

SACCOs are also providing
the unique service of bur-
ial insurance policies to
members at approximately
US52.00 per month for the
Family, which is 50% less
than the usual premiums
quoted in the market. “In
view of the devastating
impact of HIV-AIDS in the
lower income groups in
South Africa and the
importance of burials in
the African culture,
SACCOs are really making
the human difference,” said
Arthur  Arnold, WOCCU
president and CEO.

South African credit unions
are indeed making the dif-
ference, according to the
members who have joined
credit unions not just for
ACCeSs Lo fj['.l:ll'll'.'i.ﬁi Services,
but for the dreams and
possibilities  that credit
unions are making into
realities. World Council
hopes that the momentum
in South African ecredit
unions demonstrated by
SACCOL spreads through-
out Africa, adding to the
success stories of individu-
als and groups empowered
through credit unions.

s

oo Worid Giukoio 195G 2000

CREDIT UNION INDICATORS

ng. &

A 38-Year Reunion

Made Possible

Gibson Taylor lives in
Capetown with his wife
and two daughters, ages 7
and 20. As an infant, he
was separated from his
father and older brother,
who left for Malawi to
begin a new life with
hopes of the rest of the
Family joining soon  after.
Gibson didn’t see his
father and brother again;
over the years he pgave
them up for dead.

Gibson Taylor



In his 30s, Gibson was encouraged
by his longtime friend and manager
of Cape Metal Employees (CME)
SACCO, Victor Botha, to join the
CME SACCO credit union. Victor
spoke of SACCO services and the
opportunities for members, Gibson
opened a savings account in 19938
and shortly after ook out his first
loan For 2,000 rand (LS5246) to add
a carport to his modest home. Over
time he ok out 20 loans for various
home improvements, such as build-
ing a two-room addition and updat-
ing it with modern conveniences,

Gihson learned some amazing news;
his missing father and brother were
alive and well. At age 38, Gibson took
oul what would become his most
important loan, using the proceeds to
visit his Father in Malawi. Three weeks
after the visit, Gibson's father passed
away, Had Gibson not been able to
borrow the money, he never would
have seen his father alive.

Today Gibson, having been laid off
from his factory job, is in the process
of starting his own  business—
making decorative and protective
window metal bars and door covers.
To start his new microenterprise he
ok out a credit union loan. So far

nuth Africa Flag
eckgrownd Datan)

Theresa and Freddy Capping

he has transformed his carport into a
workshop and purchased metal work-
ing supplics. Gibson's wife is employed
outside the home; this
helping develop the business.

ncome 18

CME SACCO has enabled Gibson 1o
orow personally and  financially,
Gibson is  giving something  back,
applying his appreciation and enthu-
siasm for his credit union o volun-
teer efforts: recruiting and educating
potential members about the benefits
of CME SACCO. Of his crecit union
membership, Taylor attests, “It makes
your dreams possible.”

Expanding a Food Stand

into a Restaurant

Theresa and Freddy Capping have
been in the food business for a long
time. As Freddy says, “People never
get tired of eating; the demand is
always there.” For three  years,
Freddy and Theresa have owned and
operated a small takeout restauran
at the Malesela Taihan Tech 1CLO-
ry near Vereeniging, With [ml.[}s*fmm
their credit union, Anchor Tshiya
SACCO, they have expanded their
husiness, enabling them to please
more  hungry customers with a
greater variety of delicious, home-
cooked dishes,

Needing o improve their business,
they joined the Anchor Tshiya
SACCO and ok out their first Ioan
of 5,000 rand (LS5615). They used
the money o purchase new equip-
ment for their food stand, which is a
small trailer with refrigerators, a
stove, a chips fryer, new counter
[Dpﬁ, MHCTOWAVE OVEns :1I'Id a nice

espresso-siyvle  coffee maker. A
second loan of 5,000 rand was used
tor purchase food items o expand the
menu. They also have one employee,
Miriam Malane, who helps in
the kitchen.

Today, business is going great. As a
result, Freddy and Theresa’s family is
thriving, Their four children are well
cared for and in school. They have o
decent home, maintain a car and are
able to easily pay back their loans.
Freddy and Theresa's financial suc-
cess has given them confidence and
inspired them to dream about future
arowth and change. Eventually, they
would like to open their own full-
service, sit-down restaurant, one that
is not affiliated with the factory. They
would also like o do some remaodel-
ing to I.]'Ii:ll Immg. m the | fulure

s w;ll require loans and
,ﬁs ‘members of Anchor

_ Tslisya sacco, Freddy and Theresa

are prepared to make informed
choices about their financial options.
They are also anxious to tell others
about SACCOs. Freddy is a board
member and volunteers in advising
new members about the services of
the SACCO. He feels that “many
communities, especially poorer ones
where access o banks is limited,
really benefit from the services
offered by credit unions.”

From a 1-Room House to

an 8-Room Home

For seven years, Jacob Motaung and
his family of five lived in a tiny, one-

room brick house in Selokeng, a

Continued on Page 20



PEARLS Boosts
Romanian CUs

Over the past year, news of financial
institution  failures  has  dominated
the international media services,
Appearing most recently in the head-
lines were financial institutions in
India, Japan, the Czech Republic and
elsewhere. These examples, while
extremely unfortunate, especially
where credit unions are concerned,
lend support and credence 1o World
Council’s message of sound and safe
credit unions,

WOCCU emphasizes that there can-
not be economic or social progress
in a country without a sound finan-
cial system; there cannot be 2
sound and safe financial system
without a sound and safe credit
union sector; and uldmately, there
cannot be a sound and safe credit
union sector without enabling legis-
lation and regulation,

Key o sound and safe credit unions
are the implementation of sound
business practices and prudent finan-
cial disciplines, Since the World
Council first introduced the PEARLS
Monitoring System in 1990, it has
aided eredit unions around the world
develop into sound and sale finan-
cial institutions. Today, PEARLS—an
acronym for Protection, Effective
Financial Structure, Asset Qualiry,
Rates of Return, Liguidity and Signs
of Growth—has become an interna-
tionally recognized and accepted
monitoring, ranking and  business

planning tool. By combining carefully |

attuned  [fingncial | ratios | with
internationallyv-proven financial stan-
dardls, PEARLSis —able to -provide
managers with the guidance they
need to safeguard members’ deposits
and -offer adequate rates-of -returmn,
despite the absence of credit union
legislation and regulation
in many countries.

Rt

Ohriginally introduced in Guatemala,
which today is touting the first credit
union ratings agency based on
PEARLS disciplines (see related story
on page one), PEARLS is becoming
an important tool in other WOCCU
project countries. In Romania, a coun-
try hit hard by inflation, high interest
rates on loans and wrmeil in the
banking sector, credit unions are
using PEARLS to improve the quality
and outreach of their institutions,

Each month, MNicoleta
Capdefier, general
manager of FAUR
Murtual Assistance
Society  (credit
union), enters hal-
ance sheet and
income  statement
data into the
PEARLS Monitoring

System. From  that

information, she

M oenerates  detailed

Nicoleta Capdefier renns that compare
general manager, [

FAUR Mutual the sociery's opera-

Assistance Society, ons with international
Ramaria credit union financial
standards. “PEARLS has helped me
both  to understand  international
standards and implement them into
my operations,” said Capdefier.

One area of particular importance
to FAUR is delinquency. “When
delinquency is high, the liguidity
and institutional capital of the
credit union is reduced,” Capdefier
explained. |“Since we began using
PEARLS, the credit union has closely
monitored - delingquency-—and - has
established  policies to  ensure that
loans are repaid in a timely manner.

It-has also helped us lo ereate prayi--
sions for loan losses,” she continued., |
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With inflation in excess of 40% annu-
ally, there is a constam need for
FAUR to monitor interest rates and
asser growth. Nicoleta uses PEARLS
to periodically evaluate the soci-
ely's rates on savings and loans to
ensure that it is covering all of its
costs and is growing at a rate that
exceeds inflation. By monitoring
net income and institutional capital,
the society is able to purchase non-
productive  assets with  zero-cost
funds rather than tying up valuable
savings or shares.

FAUR also uses PEARLS to track the
income from the society's different
loan products. Through the use of
PEARLS, Nicoleta has discovered that
by moving from traditional services
that extend loans as a multiple of
member shares to a loan strategy
based on savings mobilization, the
credit union has been able 1o maxi-
mize loans and revenue.

Later this month, World Council will
make its PEARLS Monitoring Svstem
available to credit union movements
outsicle of the organization’s devel-
opment projects. Based on a rela-
tional database, the software includes
the monitoring tool with financial
ratios, a ranking tool for credit union
comparisons and a business planning
tool. (More information on PEARLS
can be found on page two.)

Micoleta understands the necd for
following  PEARLS standards from
tirst-hand expeticnce. “When a run
on banks occurred in May 2000, we
were able 1o meet the short-term
liquidity needs of our members at a
time | when many banks | closed
their -doors,” - Capdefier concluded,
“PEARLS! has definitely been helpful
to me and to other Romanian
credit unions.” : ==

fiR



People-to-People

* Kenya, Pennsylvania
& WOCCU Team Up

Seated al the fable (l-r): Signing the partnersiip agreement are Arthur
Armold, president and CED of World Council, Joel Ruhu, national chaiman
of KUSCCO and Bruce Foulke, chairman of PACUL (standing): Other
represantatives from the three organizations observe,

Although an ocean and more than 7,500 miles or 12,000
kilometers separate the LLS. state of Pennsylvania and the
African country of Kenya, credit unions are providing a
commen ground and an opportunity for exchange and
development. Demonstrating the success of the People-to-
People program, the Kenya Union of Savings and Credit
Cooperatives L. (KUSCCOY, the Pennsylvania  Credit
Union League (PACULY and World Council of Credic
Unions, Inc. (WOCCLD recenty signed a formal partner-
ship agreement during the Pennsylvania league's annual
general meeting held in early April.

People-to-People initiates and nurtures  partnerships
between emerging and developed movements, matching a
league and its member credit unions with another country,
most often where World Council is carrving out a devel-
opment project. Pariners participate in continuing cross-
border and cross-cultural exchange of ideas and experi-
ences through imternships and  volunteer  assigrments,
These partners strive towards a common worldwide vision
of providing Quality Credit Unicns for Everyone.

So why Pennsylvania and Kenya? Because in both places,
credit unions are a way of life. In Kenya, 108 of the pop-
ulation belongs 1w more than 2,230 savings and credit
co-operatives {credit unions), Thanks to credit unions, the
stancdard  of living of most members has  improved—
through access to affordable financial services—which has
allowed members to send their children w school, pur-
chase land, provide health care to their families and enable
them to start small businesses, The same holds true for
Pennsylvania where 20% of the state’s population belongs
to 803 credit unions.

In the past, the Pennsylvania league hosted a number of
Pecple-to-People interns from Kenya and with the newly
signed parnership agreement, PACUL and its member
credit unions have heightened their commitment 1o inter-
national credit union development.

‘It gives me great pleasure
1o sign this landmark par-
nership  agreement.  For
both of our organizations, it
has created new opportuni-
ties to exchange programs
and ideas, remarked Joel
Ruhu, KUSCCO naticnal
chairman, “It is my prayer
and anticipation  that the
league partnership  shall
grow in swrength, as we
look forward 1o a long,
fricndly relationship with
Pennsylvania credit unions.”

Jim McCormack, president

and CEQO, Pennsylvania
CU  League continued,
We, too, are extremely
excited to participate in
this partnership, as evi-
denced by the celebration
at our annual meeting, We
plan 1o over the
same  enthusiasm as we
work hard to meet our
project goals. Ultimately,
we hope our partnership
encourages  other U5
leagues to get involved.”

CArry

PACUL and KUSCCO are
planning to each form
special  partnership  rask-
forces within their organi-
Zations to address com-

mon interests  including
technology,  accounting

standards, legislation ancd
microenterprise services.,

Prior to the AGM, the
PACUL board of directors
invited
Kenvan credit union lead-
ers o give a presentalion
explaining the credit union
system in Kenya and the
WOCCU-Kenya project,

Later, the Kenva delega-
tion, joined by Mike Beall,
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a delegation of
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WOCCU's manager of part-
nerships and the Peaple-to-
People program visited Tri
Walley Service FCU and Hill
District FCU to discuss U5,
credit union operating pro-
cedures, lending and lig-
uidity  issues in  different
types and sizes of credit

unions,  Representatives
from the league and
Pisburgh  Catholic  FCU

also played a wvital role
in this People-to-People
exchange. [n July, KUISCCO
plans to reciprocate by
hosting a Pennsylvania del-
egation in Nairobi to fur
ther the exchange and
wionk on the goals ocutlined
by the partnership.

Arthur  Arnold, WOCCU
president ancl CEQ
explained, “I am  excited
that we have facilitated
yet another partmership
berween a ULS. state league,
its credit unions and a
WOCCU project counitry,
It's a real example of ‘pec-
ple helping people w help
themselves” The self-help
principle is what truly cre-
ates the human difference.”



Platform for Innovation

Unity Equals Strength
Ecuadorian Credit Unions
Form Strategic Alliance

Deposita tu fé en el futuro

AHORA 50MO5

Celabrating the launch of MEGARED (I-r); Federice Cuesta, WOCCU-Ecuador;
Mario Caiza, Aanza del Valle CU; Jorge Ovtiz, Tidcdn CU: 8 MEGARED com-
munications representalive; Carlos Acosta, Pablo Mufoz Vega CU; and Méstor
Murioz, ET Sagrario QL.

[n 1999, Fcuador experienced the most acute financial
crisis of its history: the accelerated devaluation of the cur-
rency, the sucre, motivated emergency adoption of the dollar
o make a definitive acdjustment in monetary stabilization
and abruptly halt the county's rising inflation, Credit
unions were affected by the crisis, but the strength of their
net worth and o business management approach reliant
upon stiict financial disciplines prevented their collapse,
This was not the case for the banks, 18 of which failed.

Today's economic-monetary model has  influenced  the
appearance of new scenarios in the global and national
financial markets, in which discipline, productivity  and
competition are the main factors determining the success or
failure of financial intermediaries. Emerging from that envi-
ronment are innovative strategic alliances and mergers thar
have become centrally impotant for the national financial
players in Ecuador, especially the credit union movement.

Creation of the MEGARED Cooperative Network

In July of 2000, four WOCCU-Ecuador project credit
unions: Tulcdn, Pablo Munoz Vega, El Sagrario and Alianza
del Valle—all in different regions—began conversations to
establish an agreement for joint participation in financial
operations. Sharing financial services with the goal of
greater market penetration was the guiding force behind
what would later become their strategic alliance.

To wansform this idea into a reality, the credit unions
requested the support of the WOCCU-Ecuador project.
Under the current project, these credit unions were already
part of an ongoing technical assistance program, but they
wanted to take it one step further,

In the following months,
the groundwork was laid
and in September 2000 the
four credit unions held the
first meeting with their
respective boards of direc-
tors  and l'epf't‘SE]'lE':lT[\’CS
from WOCCU-Fcuador,
During this meeting, they
approved the creation of a
strategic  alliance among
the four credit unions and
formalized it with a signecd
letter of commitment,
which was later ratified by
their respective assemblies.

Shortly after ratification, the
aroup created a Strategic
Alliance Committee made
up of a representative from
each credit union along
with the WOCCU consult-
ant. The next months were
decisive for the devel-
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enthusiastic stir amongst
important  representatives
af the national  press
corps  from  television,
raclio and  print media,
which led o national
coverage of the event.

opment of this project,
as the alliance began
implementing  the
steps of the action
plan  and  testing
stages. They chose the
name of MEGARED
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cially launched during
a [lormal ceremony  in
February attended Dby
representatives of the par-
ticipating  credit  unions,
WOCCU-Ecuador,  authori-
ties from the Superinten-
dency of Banks, political
figares and leaders of inter-
national organizations. The
new concept of a credit
union alliance created an
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MEGARELD makes the headlines
in Ecuadar

“This is the first time
Ecuador has seen a strategic
alliance of this tvpe.
MEGARED  will  enable
highly mobile members o
ulilize financial services in
six different provinces of
Ecuador through 20 branch

Cenlinued from Page 21



Exploring

___Crédit&»Mutuel

la banque & qui parler

For the first time, World Council, in
its role as the world's leading plat-
form for international credit union
innovation and exchange, has invited
cooperative banking leaders to par-
ticipate in the 2001 International
Credit Union Leadership Institute in
Paris, France, August 19-22. Ar the
Institute, participants will have a
unigue opportunity to examine the
issues and challenges facing both
credit unions and cooperative banks
during educational sessions and to
network with their counterparts in
the cooperative movement,

Sharing a history similar 1o credit
unions-based on Friedrich Raiffeisen's
lirst cooperative financial institutions—
Crédit Mutuel and other European
cooperative  banks  are  member-
owned, cooperative financial institu-
tions whose directors are elected by
members according 1o the principle
of “one member, one vote,”

As a full service cooperative bank
dealing with private customers as
well as businesses, Crédit Mutuel dis-
tinguishes itself from other banks by
its organization and product offer-
ings, as well as its team Spirit
Cooperative banks have no share-
holders, only members, even though
they serve non-members.

The Crédit Mutuel group consists of
18 regional federations, each of
which is a genuine regional bank
whose growth and services are ded-
icated to the local market. Together,
these groups form  Confédération
Mationale du Crédit Mutuel
(MNational Confederation of Crédit
Mutuel), a central institution
charged notably with representing
member banks, overall strategy,
internal audits and compliance.

Mutuel forms a national

regional banks on a

Crédit
network  of

:M"'"’

European scale. Its growth and
employment strategies are driven by
ambitious  long-term goals.  The
group’s operating coefficient and
capital adequacy ratio are among the
best in the banking sector,

Incorporated as a cooperative, Crédit
Mutuel has gradually extended its
product line from services for privale
customers 1o business loans, It cur-
rently provides a wide range of serv-
ices to the entire spectrum of local
and regional economic players,

Leadership
Institute
Schedule

. August 15-18
Crédic Mutuel backs  growth  with Pre-Tour to Lyon, France
innovative, high quality, local
service, The group ranks as follows
in the French banking sector:  3th
by  deposits, 2nd  provider of
electronic  money 2nd
agriculwral bank, the leader in terms
of bank card payments at retailers,
the leading bank [or associations and
the leading French non-life insurance
provicder (bancassurer),

Sunday, August 19

9:00 a.m. - ¢:00 p.m.
Registration at Le Meridian
ontparnasse Hotel

6:00 p.m. - 7:30 p.m.
International Welcome
Beception on the Seine
River on the largest yacht
in Paris (co-sponsored by
CLNA Mutual Group)

Monday, August 20

9:00 a.m. - 5:30 p.m.

¥ Opening General Session
' Educational Breakout

~ Sessions including

SETVICES,

Crédic Mutuel president, Etienne
Pflimlin will kick off the International
Leadership  Institute as  the  first
featured keynote speaker in Paris,
cliscussing cooperative banking and

financial  wends in France and Conference Luncheon
throughout Europe. Lucy Ito,

WOCCU wice president Tuesday, Au?:;t 3
explained, “This 9:00 a.m.-ﬁ. B,
is a wonderful Educations! Brealout

Sessions including

opportunity
& f . Conferance Luncheon

o interact with
leaders of the
European  cooperd-

Wednesday, August 22
9:00 a.m. - 11:00 p.m.

tive banking net- Closing General Sessian
work and  credit 2:00 p.m. - 5:00 p.m.
union peers through- Visit to Crédit Mutuel

out the wold. Paris
sels an exciting stage
for those interested in
learning more  about
new technology and the
European market.”

7:00 p.m. - 11:00 p.m.
Closing Dinner Banguet

Thursday, August 23
Departure for Post-
Tour to Nice on the
French Riviera
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AUSTRALIA (CUSCAL)

= Credit Union Services
Corporation Australia Ltd. (CUSCAL) is
developing an e-commerce strategy
and master plan for all affiliated credit
unions. This plan will assist crecit
unions to act collaboratively, creating a
brand and service stralegy that will
ocoupy the e-commerce world and
position the movement as a leader in
innovation and online service delivery.
The goal is 1o develop a state-of-the-art
credit union  movement  community
portal—pgiving credit unions a unified
image—while also promoling individual
iddentities and brands. To head up the
initiative, CUSCAL recently appointed
a general manager of e-commerce,

The league is also focusing intensely
on delivering commercial outcomes
for credit unions by harnessing the
scale of the Auvstralian  movement,
striking strategic alliances and devel-
oping cost-effective, “best of breed”
solutions from global providers 1o sat-
isfy their members’ needs, Credit
unions are renowned for providing
high levels of personalized service
while having a long history of offering
innovative products and services in the

Australian finance sector,

@} CANADA (CUCC) — In
et Pecent  months,  the
Canadian movement has focused s
attention on the serdes of Annual
General Meetings (AGM) held ar the
provincial level, assessing the progress
miace last vear and providing direction
tor the coming year.

Credit Union Central of Canada’s AGM
is held each vear in conjunction with
the Canadian Conference for Credit
Union Executives and the Members
Forum. Under the theme “Building the
Value of Membership,” the AGM was
held in 5t John's, Newloundland in
May. A series of executive briefings fol-
lowed the keynole opening address

Marnrber

ancd were aimed at highlighting the
prevailing themes and critical strategic
issues facing the Canadian system,

The Members' Forum offered partici-
pants an oppounity o discuss and
provide feedback on the basic strategic
direction being taken by CUCC from 2
national perspective. In a departure
from the past, the AGM was held post-
conference this vear o provide an
apportunity . for extensive  member
contact and formal feedback ar the
AGM and post-AGM board meetings,

CARIBBEAN (CCCU) —

R, oo
umave: The Caribbean

Confederation  of Credit Unions'
CCCCTTY 44th Annual  International

Convention and 30th Annual General
Meeting will be held in St Marten,
Metherlands Antilles from July 14-20th,
The convention theme is “Credit
Unions Empowered by Technology.”
The convention feares a number of
exciting  activities  such  as  the
International  Trade  Fair, Youth
Business Camp and the Managers' and
Registrars” Forum.

As part of its ongoing efforts w further
develop the human resources capahil-
ities  of managers and  supervisors
within the credit union sector, CCCU
has collaborated with the Center for
Management Development of the
University of the West Indies o offer
an accredited Executive Diploma in
Credit  Union  Management. The
program will stut in June 2001 and
will feature a number of core courses,

Other CCCU efforts include officially
launching its new and improved
website, coming soon. This website
will provide educational material on
cooperatives in the Caribbean as well
as COCU's development activities.
It will also highlight training and
special events,

@ FlJI (FCUL) - The

ISR microfinance  unit
of the Fijian government is provicd-
ing the Fiji Credit Union League
CFCTUILY with a grant of FS200,000 for
the first yvear 1o balster the league's
training infrastructure, O the funds,
F380,000 will provide start-up capi-
tal for the Central Finance Facility,
which will help advance the credit
union movement lowards becoming
a more comprehensive financial
institution system for wage earners
and rural dwellers.

Spending a week with FCUL staff, a
volunteer  for  the Credit Union
Foundation of Australia (CUFA) provid-
ed training on credit committee roles
and responsibilities.  Representatives
from CUFA also spent a day with the
board  of  directors developing  a
five-year strategic business plan for the
credit union movement in  Fiji.
The CUFA delegates also assisted the
supervisory comumittee in s efforls
o tighten up on compliance and
SUPEIVISIon 1ssues,

The political sitoation in Fiji  has
calmed down considerably and evens
are Jeading towards 2 general election
in August. There is a return of invest-
ment confidence in Fiji and a positive
response from regional and interna-
tional governments. However, banks
have withdrawn services from the rural
areas and there is an acute need now,
more  than for credit union
services. The demand outweighs the
supply of vehicles for savings.

3¢
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GREAT BRITAIN [ABCUL) -
The new regulator for finan-

ABCUL cial services, the Financial
Services  Authority  (FSA), has been

consulting with credit unions on their
future regulatory regime for the sector.
The FSA will take over the regulation
of credit unions in July 2002, The
Association of British Credit Unions,
Ltd. (ABCUL) has received help from



dates ™

colleagues around  the world in
refining its arguments in response ©
the FSA proposals, One of the credit
unions’ major concerns regards liguid-

ity requirements,

Since April 1, credit unions have
been able to ke advantage of
extended loan periods and an
increase in the amount that a junior
saver can hold in a crecit union. This
welcome change in legislation means
that junior savers can now save
£5,000 versus the previous £750.

The next few months will bring further
consultations for credit unions on com-
pensation schemes and the cost of reg-
ulation. ABCUL 5 working hard 1o
make sure its members have the right
information to form their responses.

IRELAND (ILCU) - The
Irish League of Credit
e Unions (ILCU) was largely
engaged in preparitions for its Annual
General Meeting in Cork, April 28-29,
2001, The 1ILCU decided o initiate a
major review of all aspects of its
operations and  structures, and s
currently engaged in consultation with
affiliates  regarding the remittance,
timetahle and appointment of a Review
Committee, “It is now ten vears since
we last carried out a major review. It is
apparent to many within the mowve-
ment that we require a review of the
League's structures, our role and
purpose, our services and funding and
our structures of accountability,” says
Tony Smyth, ILCU general secretary.
The league presented proposals for the
review process at the Cork AGM.

Meanwhile, the successful comainment
of foot and mouth disease has put great
strain on Ireland's farming community
and the economy as a whole, with
around 40% of Irish gross domestic
product directly linked 1o agri-business,
Irish credit unions are readily respond-
ing to calls for financial institutions 1o

deal sympathetically with farmers who
are facing financial crisis.

POLAND [NACSCU) - Two
SKOK impur[a_n[ .I.'.m's were
recently  passed by the
Folish Parliament that directly affect
credit union operations with favor-
able positioning. Last fall, the Peilish
Parliament amended the Accounting
Law, which in its new version lists
SKOK {oredit unions) as  separate
financial institutions, served by the
Mational Association of Cooperative
Savings and Credit Unions (NAC-
SCU) The new law will result in
credit unions submitting their finan-
cial statements—corresponding with
credit union-specific needs and oper-
ations—in a different form than that
of banks. The new balance sheet and
profit and loss statements will also
provide for a presentation of credit
union results improving transparency
al their operations © the members.
Provisions of the Anti-Money
Laundering Law now extends to
credit union operations, In this law,
MACSCU was empowered 10 exercise
supervision of credit unions o coun-
teract money-laundering practices.

Poland continues its successhul hrand-
ing campaign, highly visible in outdoor
sporting events. SKOK, the acronym
for credit unions, which also means
“jump” in Polish, is ideal and synony-
mous with sporting events. The recent

successes of the Polish national soccer

team served the purpose of credit
union promotion particularly well,
Recently the randing image was visi-
ble at the Worlkd Cup soccer event,
covered by national and international
news media, When the final winning
Poland goal was scored, the SKOK ad

was highly visible to all of Poland.
(NZACU) — On May 1,
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' 2001 new government

regulation made it compulsory for all

NEW ZEALAND
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credit unions to operate under a regis-
terecd Trust Deed. Most credit unions
were able 10 comply with this law,
meaning some smaller credit unions
had o transfer engagements to larger
credit unions. The government
responded to a request from the New
Zealand Association of Credit Unions
(NZACLD o allow more time for the
procechres o be completed properly,
extending the deadline to October 31,
2001, Once the process is complete, it
will resull in a financially stronger credit
union movement in MNew Zealand.

The government has announced that
it will provide fimancial support for
the state-owned New Zealand Post o
establish a personal banking service,
utilizing its existing network of Post
Shops. Many financial commentators
and rtaxpayers regard this as a
controversial decision. The bank
will handle only personal accounts,
promoted as locally-owned;  this
could affect the performance of
credit unions.

UNITED STATES
(CUNA) - The LI5.
credit. union  move-
ment has seen one of its major
legislative  objectives, Bankruptey
Reform, passed by Congress in first
cuarter 2001, The bill updates bank-
rupicy law and tightens requirements
for those claiming bankruptey,
implementing “needs-based” require-
ments. Credit unions were  instru-
mental in helping pass the bill and in
fashioning some ol its provisions,
including a requirement that filers
receive credit counseling and  that
credit unions have a right to enter
into reaffirmation agreements  with
bankrupt members. President Bush
has indicated his willingness 1o sign
the hkill. It remains for a House-
Senate Conference Commitiee  to
work out details of a final bill,

CUNA & Affiliates



Credit Union Ambassadors

Supporters Corner

Dan Kampen
CEQ, U.5. Central

e this ongoing column,
WOOCL Supporters speak
ol ot their reasons for
wanting o foster credit
wnion developmment and
conrndt, connect aned engape
with the international credit
HREon poveinent.

As the United States’ only
wholesale corporate credit
union, LS. Central Credit
Union serves as a “mini”
Federal Reserve, providing
investment, liguidity, Jend-
ing and pavment services
1o carporate credit unions,
which in wn  provide
these services to more than
10,000 natural-person credit
unions nationwide. 1.5
Central has 249 employees
and is headguartered in
Overland Park, Kansas. It
is owned by 34 member
corporate  credit  unions.
Currently, 11.5, Central has
approximately  US530  hil-
lion in assets. It is one of
the world’s most highly
rated financial institutions.

U.5. Central and the World
Council of Credit Unions
share a similar goal: 1o
support and advocate the
importance and wvalue of
credit unions. For many
vears, these two organiza-

tions have enjoyed a warm
relationship; and  during
the past two vyears, 11§
Central has provided direct
support to help WOCCU
extend the reach and
impact of its important
programs

How do 115,
Central's valtes tle to inler-
netional develofnment?
Kampen: At the heart of
U5 Central’s mission, as
well as that of the credit
union movement through-
out the world, s a firm
commitment to the philos.
ophy of mutual self-help
and cooperation.  Even
today, nearly a century
after the lirst 1.5 credit
union was formed, these
shared  beliefs  remain
strong, stretching  across
country houndaries to all
parts of the globe, Ar U5,
Central, we believe these
values play a big role in
our success and the suc-
cess  of  credit unions
everywhere, no  matter
what language we speak
or what currency we use,

Winy did L5,
Central choose o become
a supporter of the World
Council of Credit Unions?
Kampen: U5, Central very
much  appreciates  the
World Council's effarts o

advance  credit  union

education and advocacy
worldwide, thus improving
people’s quality of life. We
share many of the same
ideals; and we recognize
that by supporting  the
cause of credit unions
throughout the world, we
are  also helping 10
strengthen 118, Ceniral
and our own members,
The World Council is well-
positioned 10 make a
significant  global  impact.
Its work tw extend the
credit union  philosophy
waorldwide  makes  our
global credit union com-
munity stronger,

What are the
Denefits international
development provides o
credit wnions, corporate
credit wnions and credit
union  leagues in  the
Uindted States?
Kampen: 115
exists only because of the
strong  belief in “people
helping people” held by
our founding credit union
leaders in this country.
These were some of the
same leaders who saw g
better wav to help people
improve  their  financial
well being, based on the
experience  gained from
pioneers in other countries,
such as Friedrich Raiffeisen,
Hermann Schulze-Delitzsch
and Alphonse and
Dowiméne  Desjardins,  Our
success is tied o the hard
work of our predecessors,
and il is linked to those who
come after us throughon
the world, We believe it is
our role at US Central 1o
give back 1o the global
credil union community by
helping when and where
We Can.

Central
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Credit Union
Honorees

The Savings and Credit Co-operative
L% South Africa (SACCOL),
the isiana Credit L L

and the African Development Fund
recetve World Council's Credit Union
Ambaszador Award, Pictured (-r):
Dennis Cutter, WOCCU board
chalrman; David de Jong, SACCOL
manager; Eric Lose, L
chairman; Helen Godfrey, African
Deve t Fund chairperson;

Anne Cochran, Louisiana Cradit
Union League president and CEC
Arthur Arneld, WOCCU president
and CEQ.

FENACOAC, the Guatemalan
national credit union association
receives Waorld Council's Credit
Union Ambassador Award in
honar of their 35th anniversany.
Pictured (I-r): Arthur Armold,
WOCCU president and CEO;
Gerry Foley, WOCCU 1st vice
chairman; Sincrito Gifuantes,
FEMACOAC general manager;
Dennis Gutter, WOCCU board
chalrman: and Bobby McVaigh,
WOCCU 2nd vice chairman,

The Poland/Georgia partnership
was one of the National Credit
Unéon Foundation's Herb Wegner
Award recipients in 2001, Accepting
the award (I-r): Dariusz Kijanka,
Poland, National Association of
Cooperative Savings and Credit
Unions (NAGSCLU): John Fiare,
chairman Mational Credit Union
Foundation; and Dan Denning,
vice president education, Georgia
Credit Union League.
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Widening Gz

t this underserved segment of the
population, Polish credit unions offer
small loans, which are readily available
with very few formalities. These instant
popular loans serve as a powerful
weapon  against usury lending in
low-income areas,

Credit unions are also taking a par-
ticularly active position in  the
process of economic ransformation,
This role is best visible in the Upper
Silesia, the industrial stronghold of
Poland and the area with a majority
of SKOK (credit unions). Due o
restructuring and  privatization, a
great number of coalmines, steel
plants and other industrial sites—by
{ar the largest emplovers in the
region—are closing down, leaving
thousands unemployed, With size-
able lay-off compensations provided
by the state and no alternative
employment in sight, thousands of
former  heavy-industry workers,
many of them credit union members,
are at a loss. Credit unions are advis-
ing workers of their savings options
for compensation  money  and
explaining how to establish small
businesses, develop business plans
and obtain loans.

Widening Horizons

Across Borders

Credit unions are working on ways
to better serve members and their
communities through cross border
services such as membership and
money  ransfers. Through World
Council’s  International  Remittance
Network (IR#ef), it is possible o
send money home to friends and
family in different countries through
credit unions. [Brer currently oper-
ates out of 24 credit unions in the
1.5, and the number of participating
credit unions is increasing every day.
Transfers can be made 1o 40 different

countries through this service, while
guarantecing low remittance fees, safe
transfers and favorable exchange rates
in the destination country.

Immigrants in the United States are
one of the most underserved popula-
tion segments due to many factors:
language and cultural barriers,
perception of financial institutions,
and the prevalence of undocumented
workers, IRnel, a bilingually promoted
product, is helping to hetter serve this
highly unbanked segment of the
.5 and other countries. World
Council has worked  with  Credit
Union MNational Association (CUNA),
and the National Credit Union
Administration (NCUA), the U.S. credit
union governing body, to enable 115,
credit unions to serve undocumented
workers with [Rnef transfers.

Many immigrants return a portion of
their earnings to friends and relatives
back home. In El Salvador, in[emaal
tional money transfers equate o 12%
of the country's gross domestic prod-
uct, while eight billion dollars cross
the borcder into Mexico each year.

Harriet May, chief executive officer
of Texas-based Government
Employees Credit Union, explained,
“IRknet was a natural fit for us with
our credit union branches being so
close to the Mexico-United States
border. The transfer for some people
means the difference berween being
able to support a family, receive
medical care, pay for school fees or
provide a better quality of life for
family members and friends.”

Credit unions must be able o serve
their members wherever they are,
including Americans living abroad,

and foreign nationals working in the'

overseas offices of U5, based com-
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panies. Mexico's president, Vicente |
Fom strongly supports modernization %
and coordination of financial services
between Mexico and the United
States, pointing to [Rnef as an outstand-

ing example of these international
service arrangements. Facilitating
cross-border  services will  greatly
benefit all involved.

Providing Opportunities for Growth
“Enabling millions of people to
grow: that's our biggest challenge in
the 21st century. Offering people the
opportunity to gain access to capital
and affordable financial services is
the only way to close the widening
gap between the have mores and the
have less,” said Arthur Arnold, World
Council president and CEO. “Then,
it's up to the people to develop
themselves, That's what we call ‘self-
help'...people helping people to help
themselves. Self help creates respect,
pride, success and sustainable
growth, This article is the best proof
of how credit unions all over the
world are making it happen. Credit
union people are making the human
difference. Tsn't it great to be a part
of that?” concluded Arnold,

Products, services and community
involvement determine the growth of
credit union members, both person- &
ally and financially. In developed & 08
and developing countries, the initia- =~
tives credit unions undertake every'
day to reach out to their members
and their communirties help 1o close 5
the widening gap. Today, credit
unions  provide more than 100
million members worldwide with an
opportunity to grow through access |
to affordable credit, safe savings and
the chance for a better tomarrow.
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Jacob Motaung washes up at his
outdoor plumbing faucet,

black township near Vereeniging,
outside of Johannesburg. Every night
Jacob, his wife and his 3-year-old
daughter slept in one bed, the only
piece of furpiture in the house.
Jacoly's 10-year-old son and 15-year-
old daughter, slept on the floor
beside them. There was no space in
their home for peace, relaxation or
other activities.

Jacob approached banks to obtain a
loan to expand his house but was
turned down on the grounds that he
lived in Selokeng. Refused financial
services because of his neighbor-
hood, Jacab was without hope. Then
he met Andile Khumalo, the manag-
er of Anchor Tshiya SACCO.
Khumalo encouraged Jacob to join
the SACCO and apply for home
improvement loans,

In 1999, Jacob received his first loan
for 10,000 (1J5%1,228) and
began construction on his home.
Jacob enlisted the skilled help of his
father and a friend, paying them a
small salary to assist in building a six-
room addition to his lile house. By
October 2000, it was time to build
the roof, Jacob took out another loan
for 5,000 rand (US$615).

randl

A few years ago, disenfranchised by
other financial institutions, Jacob
could never have imagined the pos-
sibilities that the Anchor Tshiya
SACCO has opened up for him. As
his home has expanded from one to
eight rooms, so have the lives of
Jacob and his family members. Jacob
and his wife now have a space
where they can relax. The family is
healthier, since they now have the
kitchen space to prepare nourishing
meals. The children have quiet
places 1o study—perhaps the reason
why Jacoly's 10-year-old son is now
at the top of his class. Jacob calls the
SACCO *a miracle”

Advocating for the Next
Step in South Africa

With millions of people like Gibson,
Freddy, Theresa, and Jacob poised to
benefit from the financial services
that credit unions have to offer them,.
World Council—along with help and
support from the US. credit union
movement—feels that now is the
time to push for greater depth and
breadth of credit union membership
in South Africa. To that end, advocacy
efforts are underway in South Africa
and the United States to mohbilize
funding for an extensive five-year
“Growth for South Africa” credit
union development project. The
project will provide technical assis-
tance enabling SACCOs o grow and
increase their member impact.

The  South  African
Reserve Bank has indi-
cated that it considers
SACCOs integral to a
sound and safe financial
system in South Africa.
In the US., legislators
have signed a letter
l'.il'..‘l]'.l{]n.‘;[!'Hti.]'lg RL!FIF}[}['I

for funding a South Africa project
(see related article on page 8).
Adding to the momentum, in late
February, Eric Lose, chairman of the
Savings and Credit Cooperative
League of South Africa (SACCOL),
spoke at the International Credit
Union Reception, held at the South
African Embassy in Washington, D.C,
He announced his organization’s
intention to become the first direct
African affiliate member w World
Council, paving the way for other
leagues and credit unions in South
Africa and throughout Africa.  Later
this year, SACCOL and WOCCU
together will organize the SACCO
Africa Congress 2001, July 30 to
August 3 in Cape Town.

Editor's note: The pictures in this arli-
cle are part of a photo jowrnal fea-
turing  credit union members in
South Afvica. The fournal is entitled,
“Beyond Apartheid: Sustaining Real
Conmanity Development in Soulh
Africa” It can be viewed in its
entirety on WOCOCUs websile at
i woccis org/South_Africa/sslides/
. dtm. Photos  were  faken by
Rebecca Janes of Janes Pbolo,

For more on South Africa,

access our wehsite at:
www.woccu.org/South_Africa/slides/01.htm

Beyond Apartheid

el IPIMENL in S mith Alrica
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Deposita tu fé en el futuro

outlets,”  explained  Mario
Galarraga WOCCU-Ecuador
project director. “The credit
unicns retain their indi-
vidual identities, while at
the same time gaining the
rewarcs of the alliance.”

Sharing a Service,
Technology and

Marketing Platform

Since MEGARED Cooperative
credit unions offered  the
same products and operat-
ed under the same policies
and procedures prioe w the
joint venture, this made
them an ideal group for the
alliance.  The MEGARED
Cooperative alliince enables
four credit unions o share
financial services including:
savings deposits, savings with-
clrwals and loan payments,

Three credit unions in the
alliance also share the same
soffeare enabling a mem-
ber of any  participating
credit union o use the
services at all MEGARED
branch outlers.  Special
deposit and  withdrawal
slips were designed for this
purpose and a designated
employee in each of the
offices is responsible  for
MEGARED operations,
Additionally, all MEGARED
member  communications
conducted  through
branch

are
dedicated
phone lines.

rele-

Through the alliance, credit
unions have allocated a
national  cooperative  mar-
keting budget for advertis-

ing and promaotion, A com-
plete marketing campaign
anc
and

focusing on access
safety can be
heard  during peak  radio
and relevision times by cur-

sCCn

rent and potential  mem-
bers. In the near future, the
alliance is planning o offer
access o ATMs and debit
cards, Once these services
are in operation, the alliance
will research adding other
new services o MEGAREDYs
product line.

Providing Better Services
for Members

What does this alliance
mean for credit union
members in  Ecuador?
Galarraga  explained, *It

means safery, access and
better procucts. For example,
when  microenterpreneurs
have to travel out of their
local areas o purchase
goods for their businesses,
they dont have 1o travel
with cash. Instead, they can
withdraw the funds needed
closer o their destination.
For the MEGARED credit
unions, they  enjoy  the
negotiating  power of a
larger organization in pur-
chasing products, services
and rates on  investments,
which ultimately benefits
the members, as well.”

Projections  for MEGARED
are promising. The old
adage  applies, “Unity
equals strength.”  Existing
alliance credil unions con-
sicler it a real possibility that
other credit
join in the future. Currently,
five additicnal WOCCU-
Ecuador project  credit
unions have E.‘!K]'?'T(‘!-*i‘i'l:"d dan
interest in becoming part of
the MEGARED alliance

unicns may
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