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Executive Summary

Credit unionists came to San Francisco from OctdBedo 15 to discuss strategies to
provide services to low wealth members. A greal as happened since last year’s
conference; the financial markets are in turmod aansumer confidence is shaken. But
the credit union financial ship of state is stro@gedit unions avoided sub prime lending
and their capital and financial health is robust.

Helping low wealth members makes good businesesenwell as fulfills the credit

union mission as the following narratives indicatew wealth members, when given a
chance will pay back their debts; they are als&ilupfor a safe and secure place to save.
They are looking for opportunities to grow and dddr the future just like all

Americans.

Credit unions are developing alternatives to cleadhing and payday lending outlets
that offer reasonable fees and rates of interdss@ outlets are not intrinsically evil as
some would paint them; consumers patronize thedetsbecause they serve a need in
the community. Problems arise, though, when thed@ae rolled over and the cycle of
indebtedness becomes chronic; or when the intextest and fees are usurious.

Banks are pulling back on mortgage lending andrdthees of loans, credit unions are
well positioned to let their communities know—Iloadd clear—that they are open for
business and have money to lend, especially tonealth members.

Defining the Economy and how it Relates to Servinthe Underserved
Bill Hampel, SVP & Chief Economist, CUNA Washingd@

Credit unions likely won't need direct support fraéhe Treasury’s bailout, but some
credit unions have collateral damage. The finartarddulence in the markets doesn’t
change the calculus of serving low wealth credibns. Credit unions can ride out the
turbulence by doing what you are already doing—haerout to serve the low wealth,
underserved market.

The economy, of course, has changed dramaticatipglthe last few months. As we
reached August 2008, there was a consumer-ledsiecesith stressed consumers, weak
capital spending, tightening credit and strengthehexports. The outlook then was weak
or negative growth through mid-2009, then a lormgvsiecovery, but it wasn’t uniform
across the country. It wasn't pretty, but it wasnfinancial disaster.



But in September and October 2008 there were whldehanges in the landscape of
financial institutions—Freddie and Fannie, AIG,rth@/ere no more pure investment
banks and there was unprecedented federal intéowefthe financial markets are in
muchworse condition than the real economy.

Credit is the lubricant that keeps the economy golihis is the worst credit tie up to hit
the U.S. economy since the Great Depression. Bugdernment learned from the Great
Depression, this will not be the same situatiothasl930s. Fed Chairman Ben Bernanke
is a scholar of the Great Depression.

Resolving the Financial Crisis

The current financial crisis is more of an unknasatvency predicament than a liquidity
issue. Confidence has to be restored among finlanstgutions that do business with
each other. The first attempt to resolve the probleas the Troubled Assets Relief Plan;
the second was the Direct Treasury Capital Infusitm Financial Institutions. Other
options being discussed include guaranteeing theafdinancial institutions as well as
unlimited deposit insurance.

If the worst of the credit crunch can be dealt wiithin a month, we’ll have a recession
not much worse than we experienced in 1990 or 20ldwed by a long and slow
recovery. If the credit crunch resists all conadevernment action, we’ll probably
experience a recession as severe as the early, 980wt as harsh as the early 1930s.

Mortgage backed securities—one of the factorséfitancial crisis—are not a
homogeneous product. Perhaps 5% to 10% will go lmaithe vast majority will pay off.
If you sell them now, they will have to be writtdown. Nobody knows what they are
worth; it is too complicated to calculate at thisrmi. The securities are so complicated;
even Treasury doesn’t know what to pay for thermatBhwhat the drawback was with
the Troubled Assets Relief Plan.

The Direct Treasury Capital Infusion Plan has itsos as well, especially among the
large financial institutions since it tends to watewn the value of the interest of all
stockholders.

Why Did We Get into Trouble?

There are a multitude of factors that contributethe slowing economy. Two significant
factors in 2008—American consumers were no longeing and they were building up
very high debt levels.

If we go back to the early 1990s we had a housesmlihgs rate averaging around 7%
from 1990-93. During the 2000s, the household gmviate dropped considerably;
reaching almost -1% in 2006 and +1% in 2007. Omefikeof the financial crisis is that
we are starting to see Americans save; househwvidgsais 3% in August 2008.



In 1960, household debt outstanding to annual delple income was about 40%; by
2008 it tripled to 120%. How can you spend mosmntiiou earn? There are two ways—
by drawing down on your assets or by borrowing.

Another contributing factor for the financial ceswvas the rapid rise in housing prices
and the subsequent fall in prices. However, horieep are close to bottoming out next
year. Nominal home prices have increased anntralty 1975 to 2006, but inflation
adjusted home prices have declined during the saneeperiods during the recessions of
1981-83 and 1991 and are declining during the atinecession.

The housing market is not uniform over the Unit¢até&s. According to the Schiller Price
Index, Boston had a drop of -5.4% home pricesylaat, while Las Vegas had a -29.9%
change in price of homes. If you made a secondgaget in Las Vegas a year ago before
the price collapse, you would now have an unseclogea

Confidence in the financial markets is the glue tiwds all of it together—if a lender
isn’t confident that a borrower will pay back tlwah, he will be less likely to lend the
money. This is essentially this situation that besn plaguing the credit markets during
the month of October 2008. Consumer confidencemid®1 points in one year, from
115% in 2007 to 50% in 2008, which signals a laickomsumer confidence in the
financial system.

Recessions, of course, typically result in job jdlse last recession of 1991 the
unemployment rate was 6.4%. The current recessiorémployment rate is forecasted
to increase to 7.4%. It won't be as high as theaGDepression which was 25% or the
recession of 1982 at 11% unemployment.

Fortunately, inflation hasn’t been much of a profl¢hrough August 2008 the
Consumer Price Index is 5.4%; the core rate is 2F86d and energy prices, though,
have been highly volatile for past 12 months.

Credit Union Forecast for 2009

There will be faster savings and asset growth|dss of a boost than normal in a
recession. Look for slower organic loan growth. €loners will be borrowing less as
lenders cut back on willingness to lend. And in&liéo finance market cars aren’t
selling.

There will be significant increases in loan losaesvell as a downward pressure on net
income and falling net worth ratios. Credit unialidquency—21.05%—the highest since
the 1990s will also increase. Mortgage delinquenitiereased from 0.34% in 2006 to
0.78% in 2008, which is still relatively low.

Credit union savings grew at an annualized 8%thataigh August 2008, while during
the past three or four years it hovered around B#@ Net capital to assets dropped to
10.9% in August 2008, and should stay at aboutiath®er in 2009. Figure A shows
where net worth ratios might be at the end of 208 2009



assuming that savings growth remains strong anthceme remains low. This shows
that even after the stresses of the worst finamegtdown since the 1930s, credit unions
will on the whole remain very well capitalized. @jurse, some credit unions in more
harshly affected real estate markets will face nsogaificant drops in net worth ratios.

Figure A

Net Worth Ratios after 2 Years
All U.S. Credit Unions

Initial Ratio 11%, ROA 40 bp

Growth
Rate 10% 12% 14%
2008

10.4% 10.2% 10%
2009

9.8% 9.5% 9.2%

Suggested Credit Union Response

eNegative effects weren’t caused by credit uniorgsane not likely to be long lasting.
eResponses by credit unions should be modest.

el et the capital cushion do its work.

e Avoid penalizing members with higher fees and Icstes or lower dividend rates to
protect net income, that’s the function of capital.

eRising delinquency and loan losses do not requodified lending policies unless the
loan losses are the result of a recent major chamgelicies.

e Adjust net income budgets and monitor closely.

eTell members about share insurance.

eFor more informationhttp://advice.cuna.org/download/credit_crisis_08.pd

Today’s Credit Union Membership is a Diverse Mix ofEthnicities: How to Serve
Immigrants
Warren Morrow, Founder & CEO, Coopera ConsultinggdMoines, lowa

People come to the United States for a numberasiores: for a dream, for their children,
opportunities, or fleeing oppression. Credit unistasted during a time of high
immigrant growth. Those early immigrants were pceypon by loan sharks and face
similar threats today. Immigrant growth during thst ten years was in response to
industry work demands.

Our industry faces well-known challenges: an agiagulation and membership,
saturation of mainstream markets, increased sgratid slow growth. Our market share
is staying the same and not growing, while banksstarting to serve more low and
moderate income people.



Most consumers are using some form of financialises, but many of these people are
“unbanked,” which means they fail to maintain aatieg or savings account with a
mainstream financial institution and use alterrafimancial services such as check
cashing outlets, payday loan outlets, money trarssfiesices, and pawnshops.

These people are unbanked for a variety of reasearfack of familiarity with
financial institutions, distrust, avoiding fees;kaof identification or convenience.

Some 40-55% of Hispanic immigrants are unbanked.HDIC projects that Hispanics
will account for more than half of the U.S. bankgrgwth during the next decade. Latino
households with checking accounts will increas&¥6 and with savings accounts by
76% during the next two years. And one of three. Oitizens will be Hispanic by 2050.

Entrepreneurship is higher among immigrant grothipsnumbers back this up. Hispanic
women, for instance, own 39% of all women-ownenhé&rin the U.S. with approximately
750,000 businesses. There were 1.6 million Hispawniced businesses in the U.S. in
2002, a 31% increase from 1997. These businessdaqad $222 billion in revenue.

The reason entrepreneurship is higher among immigia because it more difficult for
these groups to get a job. And many immigrants cantleis country with a vision of
something better for themselves and their familyeyl'took a risk to leave their country
and they are willing to take a risk to be an eneapur.

Hispanic purchasing power in the U.S. increasenh f88% between 2000 and 2007, from
$491 billion to $926 billion. The U.S. Hispanic amh disposable income is larger than
the annual GNP of Brazil, Spain and Canada.

Hispanics & Immigrants Products

To reach the Hispanic and immigrant market, we riedeep our product offerings
simple and convenient. And treat people with digaitd respect. Luis Pastor of Latino
Community Credit Union, Durham, North Carolina ig@d example of this.

Your goal should be to adapt your systems and ipslio be more inclusive of your
community. Increase awareness and relevance amispgrtics and they advertise for
you. Community events are important for Hispanieg ather immigrant groups to
maintain a credit union presence.

The following are basic products that Hispanics amghigrants need:
eCheck cashing

eRemittances

eMoney orders

oBill payments

ePayday lending alternatives

e SAFE accounts and savings

eIndividual Development Accounts (IDAS)

eTax assistance and RALs



As members learn more about the credit union afild bredit, the following products
become valuable:
eChecking accounts
eCredit building loans
e Stored value cards
el ines of credit

e Auto loans

eCredit cards

eDirect Deposit
eHome banking
o|TIN lending
eResidency loans

Best Practices: Serving Immigrants in your Membersip
Jim Blake, CEO HarborOne Credit, Brockton, Massadits

HarborOne is a $1.6 billion asset credit union fedan Brockton, about 20 miles south
of Boston. The organization is the number one niipdender in the market and has the
same designation for the low-income lender. It &lgse four consecutive outstanding
CRA ratings. Massachusetts places its state cledrtedit unions under the Community
Reinvestment Act, just like its banks. HarborOn@8lsyears old, making it one of the
older credit unions in the nation.

We were finding that there were a lot of foreclesuin Massachusetts and Brockton had
the most foreclosures in the state. People wergl@eyed upon; there weren’t many
solutions. The Massachusetts Community & Bankingr@€d Report found that 53% of
black borrowers in the Boston area making at 1888t000 a year got mortgage loans
with high interest rates, compared with 13% of whibrrowers. The study estimates that
the average recipient of a high-rate loan actualyg four percentage points above the
market rate.

As we looked at the data in Brockton, we discovéhed thousands of people went to
predatory lenders. They didn’t come to our credibn. We asked community leaders
why didn’t come to our credit union. The answer \We they didn’t trust us. It was the
same answer that earlier immigrants, Irish andaial faced—a lack of trust.

We took a strategic look at the problem and dectdembnvert 11,000 square feet of
vacant former main office space and staffed it wiiliti-cultural employees. We
provided the following courses:

eEnglish for speakers of other languages,

eBasics of personal finance

eFirst time home ownership

eForeclosure counseling

eCredit counseling

e Assistance with Earned Income Tax Credit



Offering English for speakers of other languages aaignificant decision to build an
environment of trust with immigrants. There wasaiting list of more than 1,200 people
to learn English; we knew there was a need. Wealdféee office space to any non-
profit that would deal with immigrant problems. \ianted to be the one place where
people could go—a triage process, an emergency.robenstaff people speak 17
different languages.

Some of the community partners included Neighbodhdousing Services, South Shore
Housing, VITA, Fuel Assistance, and South Shordiblas for Progress. Some of our
non-residence community partners include ConsumediCCounseling, Adult Learning
Center, YMCA, Career Works, Neighborhood Healtht€erand United Way.

The Multi-Cultural Center reports to the Retail Rang group. The Center has one year
to become profitable. Serving low-income and midd®me can be profitable, look at
the example of Wal-Mart; their most profitable mess is financial services.

One of the more valued services is the loan foctist of the citizenship test at $670.
The Center offers several of the National CreditddriFoundation’s Signature Programs,
including Second Chance Checking; Micro loans imanmts of $350, $600, and $100;
and Volunteer Income Tax Assistance. And they akeelbping a payday loan alternative
program.

Since September 2007, they have launched a finditeracy course in English and
Spanish. Graduates of the 8-week course receiven8dchance Checking and a $500
line of credit, regardless of their creditworthiseEhat line of credit is bumped to $1,000
after 8 weeks if the credit is handled responsibly.

First time home ownership classes are providechgligh, Portuguese and Haitian. We
have a train-the-trainer program, which is extrgnpelpular with our staff. The Multi-
cultural building also houses a HarborOne brandtichvserves a highly diverse
membership. The Multi-cultural Center took in $mblion in loans in 2007.

Best Practices: Serving Immigrants in your Membersip
Salvador Durran, CEO, Mission Federal Credit UniBan Francisco, California

Mission Federal Credit Union is a community devebemt credit union that was founded
in 1971 to serve the Mission District. The averhgasehold income is $44,500
compared to $55,509 for the city of San Francisco.

The Mission District is also an area of great néigldlas the highest concentration of

fringe outlets in San Francisco—22; payday lendek3—Fhe estimated annual cost to
residents is $2.15 million. And 56% of Mission desits are unbanked and 44% residents
lack a credit history.

Our staff is bi-lingual and bi-cultural; we hireafitthat can relate to our members. All of
our business is conducted in Spanish, English an§ish; all of our materials are



available in Spanish and English. We are a smaditunion with one branch and 2,000
members—450 are under 18 years old—$8 million agket has been open for 30 years.

We tailor our products and services to our membasexample, wiring money, small
business loans and credit building are importantices for our members. Our members
don’t have a lot of money. Used car loans are ingmby so we keep the interest rate
competitive, close to the new car rate. Our membverst come to us for new car loans.

Building long-term relationships are important; smer where your members will be in
ten years. They will not be broke forever; you neelbe flexible with identification and
underwriting to give your members an opportunity.

Trust in financial institutions is not automaticchese the immigrant’s past experience
may have been negative. Immigrants have stronglsoeiworks. Once you have their
trust, they will tell everyone they know about ttredit union. They build on social
networks through word of mouth. People are loyaytwill remember that first loan and
won't forget. Bankrupt members have paid back saarthe credit union, even though
they were not required to do so.

We have a new alternative payday loan programvtiibprovide up to $2,000. We also
have a new small business assistance program bhasagelnicro-lending and
entrepreneur program. We provide loans for immitgram start small businesses.

Best Practices: Serving Immigrants in your Membersip
Lily Lo, CEO, Northeast Community Credit Union Faancisco, California

Northeast Community Credit Union (NECFCU) was oigad in 1981 in Chinatown in
San Francisco as a community development credinuior the underserved.

There are a number of reasons that immigrants @me&h a bank account. Probably the
main reason is lack of trust; their previous homedlhad no government guarantees.
Cultural differences also account for another fgdaian cultures tend to pay by cash
and save in traditional methods. They might sawe ¢ookie jar, under a mattress, with
friends and relatives, or buried in their backydrdey might also invest in jewelry or
gold bars.

In Chinatown, the banks wouldn’t accept many ofré®dents who were homeless,
immigrants, transients, unbanked, or lacked docusndtany of the residents were using
check cashing outlets. For immigrants and low viedfte benefits from opening a
savings account were numerous: establish idemiycaedit, earn interest, build assets,
save for a car or home, qualify for a loan, or dydbr bill payment.

People will ask why we would serve homeless, stheg don’t have money or income.
But, they do have savings and income. Many liv&s8h, which is $661 a month, which
is not enough for an apartment in most cases. Eheehomeless can save; we educate
them on the value of maintaining a savings account.



We have found that many low-income members can aagtecan develop budgets. We
hold financial literacy workshops that teach budggtrebuilding credit, debt
consolidation, peer counseling, starting up a simadiness and tax counseling. The
workshops are held once a week for seven weeksal¥deoffer one-to-one counseling
for those who are reluctant to open up in a graiprs.

Robert Fowler is a handicapped member and was foymemeless. We consider him
one of our success stories. He used check casmsgned up for an IDA account at the
credit union. He was able to start a vending macbumsiness with the savings from his
IDA account and was moved into low-income housikig now volunteers at the credit
union during tax time and serves on the board refctiors.

Figure B compares a payday loan from Cashcall dodrafor from the credit union.
Note the total payments of $9,288.17 for a loaiz600 from Cashcall as opposed to
$3,116.31 from the credit union.

Figure B
Borrowing at NECFCU
Payday Loan Alternative

$2,600 Loan Cashcall, Inc NECFCU

Prepaid Finance

Charge/origination fee $75 $0

Amount Financed/Amount

paid to Borrower $2,525 $2,600

Directly

Finance Charge $6,763.17 $516.31

Total of Payments $9,288.17 $3,116.31

Loan Term First payment $194.13 First payment $129.53

41 payments $216.55 | 23 payments  $129.86
Last payment $215.49

APR 99.23 18%

NECFCU provides workshops on assistance for snalinesses. We also provide
assistance in marketing, loan packaging, leaseweand accounting advice. We provide
advice and translate in Chinese for many of our be¥s) which are important since the
regulations, codes and licenses can be complic8tate of the subjects covered in the
workshop include:



eObtaining your contractor’s license

eUnderstanding business tax and personal propetty ta
e Starting an import and export business

eSmall business loan versus a bank loan

ePromoting your business on E-bay

e Starting, purchasing, and marketing a small busines

Partnerships are a significant element of our sseccg@ome of our partners include
Patelco, San Francisco Fire Credit Union, Goldeer Oredit Union, Spectrum Credit
Union, The National Federation of Community Crediitions and First Bank.

Best Practices: Serving Immigrants in your Membersip

Taking it back to the Credit Union

Lois Kitsch, Program Officer/Director Real SolutmrNational Credit Union
Foundation, Washington DC

Lois: What similarities did we find among the speaketsrahe first day?
Audience All of the speakers emphasized the importanasdatation and partnerships.
Lois: What products and services do immigrants andiu@aith members need?

Audience They need international wire transfers that aexpensive, fast and
convenient. They need safe accounts, especiallydople who are undocumented, and
those who have their savings in mattresses or dhumigheir backyards. These accounts
don’t pay dividends. They also need small loansawss to credit.

The credit unions also indicated that their membpaid their loans and indicated that
their members were trustworthy. Low wealth memiageswilling to save. For our
credit unions to succeed there has to be a commitfram the top down.

Serving Youth
Generation Engage!
Adrian Talbott, Executive Director, Generation EggaWashington, DC

Generation Engage is a nonpartisan youth initigtia is trying to reach voters through
multiple media. The organization is trying to acgdish this via technologies such as
video chats that allow potential voters to talkhiical, state and national leaders from
both parties. Although this is the wired generatimany young people lack Internet
access; video conferencing and other methods makssier to reach these young voters.

Young people need to realize that real change meppe a local level. Change in our
communities is bigger than politicians, and induats need to transfer the excitement
from the national election to local issues andcconiganizations to see the kind of change
we all want; change that we can feel next week éagjocally.
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The organization is trying to reach out to younggde who aren’t attending traditional
colleges. Young people today don’t suffer fromaklaf interest, but rather a lack of
access. Generation Engage would like to partndr eveedit unions to offer curriculum on
basic financial issues along with civic issues.direnions are in a unique position to
answer questions about financial literacy and carkwocally with community
organizations.

Generation Engage is working with community coliegehere these institutions have a
responsibility to teach their students to act apoesible and informed consumers.
Community colleges are similar to credit uniongytlare community organizations that
promote empowerment for their students.

Generation Engage meets young people where theynarey are choosing not to go to
college for economic reasons, not academic reasotise past several years, we are
facing a low and sometimes a negative savings fte feel that financial literacy would
be a good fit for our efforts.

The video that we are now showing is of Robert Refiarmer secretary of labor in the
Clinton administration in his office in Berkeleyhere he teaches at the University of
California. We have young people in Washington, DNew York, and San Francisco
asking him questions in real time via video hookabput the importance of one’s credit
report in today’s economy.

This is a typical event that we have with youngpeoWe have had President Clinton,
Spike Lee, Senator Hillary Clinton, Senator Chucggel, Vice President Al Gore,
General Colin Powell, and Speaker Newt Gingricheappn our events.

Generation Engage is built on three principles:

eYoung people suffer not from a lack of interest, foom a lack of access;

eOur democracy should be a dialogue, not a monologue

eThe best investment we can make in the future otlemocracy is in young leaders at
the local level.

The process that Generation Engage is attemptitadgiisg politics directly to the people.
It arranges for a politician to come to a place rehgung people congregate and talk for
40 minutes or so. Before an event, the organizatasnhighly committed individuals,
“ambassadors,” who work with the local communitileges and professors.

Serving Youth

Reaching and Serving Youth in Today’s Market

Ben Rogers, Driver, Filene Research Institute Cth®éoow Project, Madison,
Wisconsin

Some 33% of all Americans are asset poor, whichbeatefined as not being able to go

three months without resources to be drawn upod. %6 of all households in America
have less than $100 in assets.
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If young people get the same products at a craitnuas they do at a bank, there really
won’t make a difference to young people. The finangroducts have to be compelling.
Just being a cooperative isn’'t going to make aediffice to young people, the products
have to make the difference. The products and ceswill differentiate credit unions
from banks.

When we met with the Filene fellows recently, oféhe fellows, Professor Peter
Tufano, Harvard Business School, said “I worry thstonsumers make flight to quality,
credit unions will make a flight to safety.”

Creditworthiness doesn’t change because Wachowi& Baes under. Credit unions
shouldn’t let the national economic crisis chartgeway we do business. We have
strong financial and capital positions and are strang position to offer young members
and potential members services and products whanr hancial institutions are pulling
back.

Another one of the Filene Fellows, Dorian Ston®loKinsey & Company said that he
was “bullish about the opportunity for credit ungohl would agree, while the rest of the
financial community is tightening up on credit asekking capital, credit unions are in
great shape. They avoided subprime loans and claghibeir members to take out loans
that they could afford.

A good way to differentiate to young people is tieioa rate difference, for example, on
a car loan. As the big three auto manufacturergeitteng out of auto financing and
leasing, credit unions are moving toward a comipetiédvantage in auto lending. So,
now is a time to offer competitive auto loans tayg members.

An interesting statistic was reported in the Sejeni2, 2008New York Timesn 29 of

42 states, lotteries saw increased sales over#wiops fiscal year. The personal savings
rate is also up to 3% in the second quarter of 2008 falling to a negative rate in 2005.
Consumers are starting to realize that they wiieh@ save again, which is one of the
silver linings to come out of this financial disast

Professor Tufano studied the savings habits of kovd moderate-income consumers,

which he defines as an annual household income td $50,000. Figure C summarizes
his findings.
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Figure C
Percentage of Participants
Articulating Specific Savings Goals

Any Savings Goal 81%
General Savings 16%
Emergency Savings 13%
Home improvement, purchases or rental 15%
Car purchase, repair or other 13%
Education 4%
Business 1%
Retirement 5%
Children 4%
Gifts, weddings, funerals 4%
Bills 3%
Medical 1%
Durables 1%
Move 1%
Living expenses 1%
Miscellaneous 7%

There are essentially six ways to get young petapave:
e[orce them

eMake it hard not to save

eMake it easy to save

eBribe them to save

e Offer social support for savings

eMake it exciting to save

Suggestions for Saving

I’'m going to ask the group for suggestions on hbeytwould get youth to save. The
following are ideas from the group on how to matevgoung members to save:
ePromote payroll deduction; it's easy to save if y@awve payroll deduction

eKeep the change program, similar to Bank of Amesipaogram

ePaying the members’ initial share for their saviagsount

eTransferring the odd cents on the debit card tavangs account

eCounseling young enlistees on how to make mone\siase the military gets paid
once a month, teaching budgeting tools

ePay a high interest rate on first $1,000 or $1,500

eHold a drawing for an IPod, prize based savings

ePartner with community organizations

eMatch savings, for the first $200 match with $10

e Give points toward books

ePartner with local retailers with discounts as nelfar saving
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el ower fees

eEarn income tax credits

e\Work with community partners, who will match sawngith IDAs
e\Work with savings coaches, who will set goals

Some credit unions have special programs for y@avgrs. BECU, for example has a
higher dividend rate, 7.50% APR, on the first $&@0savers under 18 years of age.
Addison Avenue Federal Credit Union has a checkéngards program that pays 5.25%
up to $25,000 with some online transactions reguire

Services & Products Important to Young Members

The following services and products are tacticslitienions can use to attract this age
group as they transition out of high school andnopeir first independent accounts:
eFree Foreign ATM services

e Automatic text notification

eCollege application fees

eDiscounted loans, possibly co-signed

eSmall gifts, $5 gift certificates

¢0% credit cards with $1,000 limit

eReverse first overdraft fee, get out of jail card

eCredit score

Serving Youth

Best Practices: Serving the Youth in your Membersiu

Chad LaFlash, Director of Research & Developmenw/ Gredit Union, Madison,
Wisconsin

UW Credit Union has $1.1 billion in assets and 020,members. Our student mission is
to acquire, serve and retain the majority of calstudents on our campuses. Students
became eligible to join in 1967 and a serious ffistudents began in 1980s. During
the 1990s we had doubts: can we survive with soymardents; is our image just a
student bank?

We completed branding and behavioral research@mtifthat our best members started
as students. Many students are profitable fronstag. Our membership is young and
growing. People in our various communities are eetfpl of us. Young adults have both
loan and deposit needs and produce non-fee anthterest income.

Our priorities for the new century were to acquisemany young adults as possible,
encourage profitable behaviors and retain thenfifearThe average age of our members
is 36 years old. We add about 5,000 new studemts/ dall. More than one-half of all
students become profitable after six years.

The numbers place the UW Credit Union at the topsgbeers in the Madison area: we
have a ROA of 1.10%, a 5% annual membership groatt) 12% annual asset growth,
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the highest satisfaction and loyalty in the Madisoga and the highest PFI in of any
credit union in the Madison area.

The UW Credit Union’s strategies are to have corar@riocations, a feature-rich Web
site, valuable checking package, responsible coadds, appealing student loans and
continuous marketing.

Convenient locations are a key driver for all algesause proximity demonstrates
commitment on behalf of the credit union. Some %8%ll accounts are opened in the
branch, while only 25% are opened online. Our bnaedave a modern retail look with
self service ATMS. We also have exclusive rightplace ATMs on UW campuses.

The Web site is essential to our strategy becduselkege students are online; they have
an expectation to finding anything they want onlid&/ Credit Union was the first
Wisconsin financial institution with online servicand mobile access. Some 93% of
students now have a mobile phone.

We don’t have free checking; we offer relationstiygcking to keep the transaction costs
low for our members. The relationship package drpesitive behaviors of lower branch
transaction costs and lower print and postage .costs

“Free checking” is a myth that holds that is it @&sary to compete and attract members
by offering checking without charge. A better optis to offer checking accounts with
no minimum balance or monthly fee, unlimited checkdimited ATM withdrawals, real
overdraft protection and responsible access tatciad real-time alerts are given for
any action or low balance.

Credit cards are a controversial topic; about 75%tuwents have one. The interchange
and interest income is important to us, but ouditieard is superior to Citibank’s. Our
card also presents a good branding opportunityobitain a credit card, a student needs to
be enrolled, be 18 years old, and have a SocialrBgaumber. An “A” score gets a

9.9% fixed rate; a “B” score or no credit recordsgen 11.5% rate. There is no income
requirement. There are automatic payments andirealalerts available as well as
educational opportunities.

The initial credit card limit is $1,000, which che increased by $1,000 annually with a
history of prompt payments to $4,000 by graduatidrere is no annual fee and no need
for teaser rates. Enrolled students show sigmflgaetter charge-off rates and
delinquency rates than non-students with no clasiory.

UW Credit Union has been the top Madison producestfudent loans for the past 20
years. Student loans are relatively easy and &tteato lenders. They are guaranteed by
the U.S. government, so there no loan losses. Tib@®ariable yield on Stafford loans.
There is a 3% to 5% net margin on alternative loartse average balance is $17,000.
And there are cross-sell opportunities.
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We market to the parents of incoming freshmen eaaster students; our message is:
“we are the campus bank.” We also buy lists frommdampuses, which are relatively
inexpensive. We have a Facebook presence—an ingixperenue for advertising. We
don’t use TV or radio advertising, but advertisetloe student newspapers. We use
incentives and giveaways like t-shirts, iTuneswdngs for iPods, room makeovers.

Why Young Adults Should Join UW Credit Union

Our marketing message is focused on giving youndiadeasons to join the UW credit
union:

eConvenient, attractive branches and ATMs

e State of art online banking

eBetter than free checking

eResponsible and reasonable access to credit

eCompetitive student loans

eYouth-oriented marketing outreach

Serving Youth

Best Practices: Serving the Youth in your Membersiu

Michelle Lacour, Chief Growth Officer, LaDOTD Credinion, Denham Springs,
Louisiana

LADOTD Credit Union has $96.5 million in assets, 675 members and 57 employees.
In Louisiana, it is mandatory to have financial eaion in school. In 2003, our CEO
decided to hire a full-time teacher to teach finaheducation. During 2008, Danielle
Scott will have taught 263 financial education skssto 7,377 students in elementary,
middle and high school.

The in-school credit union branches provide a nurobéenefits to credit union. It helps
to create the next generation of members, fulfiles organizational mission of the credit
union and provides an opportunity to the credibarstory. It is also an opportunity to
forge a bond with young members before the bangmbuaarketing to them.

The National Credit Union Foundation provided andvation Grant for the In-School
Credit Union. The grant helps students build ati@ighip with the credit union. They
are developing a habit of saving and increasing kmowledge about financial products.

The In-School Credit Union serves as an alterndativezhool. For those that are
academically behind, it can be a second chance s@dent was not successful in-school
and the principal selected him to work in the dredion. He thrived in the credit union
and became branch manager. Tellers are requitealdace the cash and full time
employees from the credit union are there to hHedpstudents.

We meet with our Congressional delegation on alaedpasis and let them know what is
going on with our credit union. We have three ihe credit unions: Cardinal Credit
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Union, Staring Credit Union and Cougar Credit UniBach principal of the schools
involved selects students to participate in thedheol credit unions.

In-School Credit Union Start-up

The back office part is the hardest challenge ¢arthschool credit union start-up.
Schools lack true IT networks, so we have to stait in advance to lay the groundwork
for IT. We'll go to the school and give a preseistaiand give a letter to the parents.
Each student needs $5 to open a savings accoargfutient has two weeks to earn the
$5. There are three positions for students: twdatarg directors, two branch managers,
and several member service representatives.

Training on the core system is usually done onr8atts or Fridays. We talk about
member confidentiality. We collect all member apations before the credit union is
opened.

At the Cardinal Credit Union, we have a 97.6% petiein rate with 120 accounts with
$11,067 on deposits. We only allow students to nusosits, we don’t make loans.
Students can go to our other branches to make raitvads. We also have eight adult
members with $4,909 on deposit.

Staring Credit Union has a 71% penetration ratl @& accounts with $2,508 on deposit.
There are ten adult members with $1,037 savingseposit. Cougar Credit Union has a
72.8% penetration rate with 494 accounts with $8 &2 deposit. There are 22 adult
accounts with $1,165 on deposit.

Youth Advisory Council

We hired four teens to work with us for seven weekadvise us about their attitudes
about money, desired financial products and sesvid®&e wanted to find out what young
people wanted in credit union services.

The results were interesting. They didn’t want tipairents involved with their accounts.
They were agreeable to a financial education d¢tassceive a checking account with
debit card. They want mobile banking and woule li& use a combination of plastic and
cash.

Teens are not willing to be a financial institut®friend on MySpace or Facebook. They
don't trust giveaways because there is usuallyehc®arents have a big influence on
where teens bank. The exterior and interior catbeme of credit union may not be
inviting to young members. Consider hiring a youngreeter at your credit union.

A teen checking account should have a high inteegetand rewards. It should consider

downloadable with iTunes and receive ATM refundsustomized image on the debit
card is highly desirable.
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Serving Youth

Best Practices: Serving the Youth in your Membersiu

Margaret Libby, Executive Director Mission SF Conmityi Financial Center, San
Francisco, California

There are typically four strategies to expand eotn@pportunities: raise awareness
about the quality of financial services as an aliéve to the high cost to fringe financial
outlets; educate about financial matters; incréaseme and earning power; and improve
community financial services.

Mission San Francisco Community Financial Centadfuand operates financial
education and outreach programs targeting youthaeomkis to improve financial services
in the area. The Center operates youth progranthédiollowing reasons:

ePrevention of credit and debt problems

eDevelop savings and budgeting habits early

eReach parents through their children; a proven atetb reach immigrants

eProvide youth with positive developmental actistend support; there are violence and
gang activity in our neighborhood

eProvide youth with resources to stay in schooljeaahin school, and get on a college
track

eCreate a succession plan for the community devedopreredit union movement and
for our community’s leadership, get new membersebtg values of the community

The Youth Credit Union Program (YCUP) combines yetat-youth and adult-to-youth
training practices to prepare youth members to lnecmember service representatives.
Savings accounts for children and youth under &#8vavved to adult when members turn
18. The accounts receive 18% APR. Some 25 youth ts@ned as member service
representatives during the last two years, 450 neesndigned up and YCUP has $85,000
in assets.

The credit union supports a youth financial edwraprogram that is youth run and youth
trained that consists of 8 weeks of training iryand August. Some of the topics
include: budgeting, savings, spending, credit u@nd bank differences and financial
justice.

The credit union has learned that young peoplénéeeested in credit unions and
financial training. And youth are powerful resowsder engaging other youth. Youth
leadership in the area can bring new energy tonpiatgoartners and serve as a catalyst
for collaboration among other partners. Youth owhgr is vital for program
sustainability.

Young members need to feel engaged in the plandegjgn, naming and messaging of

the programs. If you give youth your respect, thdl/have a great deal to teach you.
Give them real decision making responsibility anthpensate them for their time and
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expertise. And make it fun for youth leaders. ktngical to give young members the
tools to do the research.

A peer financial program is most effective becaym&h are more open to their peers;
they are experts in how to reach their peers watlh mformation. And in the immigrant
community, young people are often the best poircsess to adults as they often act as
translators for their parents both in languageaiitliral nuances.

It's challenging to build relationships with scheand venues at schools. The
bureaucracy is a barrier and is often difficulbt@rcome. Young people don't always
feel comfortable at school; they often prefer ptafae from a school setting.

Serving Youth
Your Members—Their Voice
Members of Mission Area Youth Credit Union, Samiersco, California

Conference participants heard from four memberthefyouth credit union. The
following are their comments:

| tell my friends about the credit union. We tryléd them know that it is about education
and savings; it's about your future. It's sad tlvatare not learning about savings,
budgeting or financial goals in school. If you leabout this when you are 30 years old
you will be in a jam and it might be too late.

We let our friends know about check cashers andaalenders and the fees they
charge. They tell us that they didn’t know they avgetting ripped off. How can | join a
credit union? They ask us after we explain the.f€hat’s the easiest way to get their
attention.

We try to focus the group by examining their spagdiabits. If they buy a can of soda
daily, it can mean a $420 in a year. We suggestitiey consider having a savings goal
with that money. We have a goal sheet and list mmeh it would take to save a week.
Thanks to my work with the credit union, I'm loogifiorward to being an accountant;
I’'m saving for that goal. I'm taking all the infolation I've been given. This gets me
thinking for the future and gets me thinking ab#ching those goals. | want to make a
difference and help people, not just make money.

Question from the audience: Will you get a credid@

No, credit cards bring too easy access to moneytanabt helpful.

Yes, | want a credit card for a back-up plan jostdmergency purposes, for unexpected
plans.
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We meet Tuesdays and Fridays and during those mgsetie encourage each other and
share stories. We are practically a family, becausenjoy each other's company so
much. We spend a lot of time with the credit unipaid and unpaid.

Question from the audience: Has the credit unidluenced the choice of your future
career?

No, it hasn't influenced my career.

It has opened a lot of doors for me. | am considgbiecoming a youth program
coordinator for financial literacy.

Because of my credit union work, | would love t@bme an accountant. | have helped
my mom with bills and other bookkeeping chores. tealit union has committed me to
the accounting program.

The last four years has opened a lot of careecebkdor me. Before my credit union
experience, | couldn’t speak before an audiennew have a different career path every
week.

The programs are developed and run by youth. Y@aogple have ideas, we want to help
out. It's important to have friends tell you abdl credit union rather than adults. Peer
tutoring is important to our success.

Serving Low Wealth

Wal-Mart Financial Centers—What Can Credit Unions Learn
From Wal-Mart

Ron Galloway, producer/director, Augusta, Georgia

Wal-Matrt is all about scale and application of scéflore than 130 million people shop
at Wal-Mart every week, and 25% of those shoppersiabanked. Wal-Mart is getting
into the music business. The new Eagles and AC/b@maare only available at Wal-
Mart. About 13 years ago, Wal-Mart didn’t sell geoes, today it is the largest grocery
store.

Wal-Matrt is not really a store; it is an IT compamlgere computers run the store. Wal-
Mart tracks the weather to be aware of hurricalmterestingly, the items most in
demand after a hurricane are diapers and beerhwiad-Mart makes sure it has in
stock.

Since 25% of its customers are unbanked, Wal-Marttgito make sure that it services
those consumers with money cards. We are seewigo@hon-traditional organizations
getting into banking. GMAC used to be auto loamsy it is taking deposits. PayPal has
45 million users. E*TRADE has a Twitter page. Seweryone will have a mobile phone
and will have mobile banking.
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Google wants to get into banking. Amazon is settipg PayPal like service, Amazon
payment. Facebook has “acebucks,” a virtual cugrevieereby people can lend to each
other in an unregulated way for 11% loans.

Kentucky Teleco Federal Credit Uniamww.kytelco.comhas a unique promotion called
“Fire Your Bank,” on a micro-site which invites s to tell their story of how they
fired their bank. The firings are posted on theddrunion’s Web site. We should be
competing against banks, not our fellow credit nsio

Consumers are going to looking for a safe plagautdheir money, not necessarily a
return. Safety and stability are going to be thpantant factor for financial institutions in
the near future, not yield. Not the thought of bamks, we’ve had them. Or nationalized
banks, we've had them.

Wal-Mart has a pre-paid Visa debit card that iecdfto customers. Some of their
customers deposit their paycheck at Wal-Mart amdtiis store as their financial
institution. Financial services are one of theirstnarofitable divisions. Wal-Mart stock is
one of the few stocks that have increased this. y¥at-Mart serves the needs of the poor
and a lot of people need them.

Credit unions have a great story to tell, but theyn’t doing a good job of telling their
story. Credit unions can learn a great deal front-Mé@t's business model of serving
low and moderate income folks.

Question from the audience: Aren’t the low wages thre well-documented worker
abuses a high price to pay for the benefits thal-Mét provides for low and moderate
income Americans?

| believe during the next year as people are lo#ieg jobs and the recession becomes
more severe, employees at Wal-Mart will value tiaas highly and low- and moderate-
income consumers will depend on Wal-Mart even mohat will more than make up for
any problems with workers.

Serving Low Wealth

Defining a Low Wealth Membership

Lois Kitsch, Program Officer/Director Real SolutmrNational Credit Union
Foundation, Washington, DC

Low-wealth households include low-income workersvad as renters with moderate
and middle income who are unable to save. Thesedagoung people, new Americans,
low wage families and those at the bottom of thalthepyramid. There are 30 million
workers between 18 and 64 years of age who eapef$Bour or less, which comes to
about $18,800 annually, which is the poverty Idaela family of four.

One in four Americans are at the poverty level.yTaee members of families that lack
such common benefits as health care, sick leavaaation time. Some 14% of
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Americans will reach 65 years old with low weal@ne may not realize the vast number
of low wage occupations in the American economytdralers, cashiers, child-care
workers, cooks, crossing guards, dishwashers, favrkers, janitors, nurse’s aides,
security guards, taxi drivers, waiters, maids,kdeparking lot attendants, ushers and
retail salespeople.

Are you doing a good job of telling what you dosirving low-income members?
Schools First Credit Union brought six memberdGAC. The New York Credit
Union League publishes a book about its membeeaalr and provides copies to its
elected officials.

Prospera Credit Union in Appleton, Wisconsin redpga that financial education started
with the staff. So, they educated their employ#ss lhefore it offered products to
members. When Prospera first offered a payday mgnaliternative, they had a huge
barrier to overcome. The staff had to provide #eesoning for payday lending to their
members.

When Charter Oak Federal Credit Union first offeckéck cashing, tellers weren't told
that the fee income was earned from the check rgsfhere were issues with the check
cashing product at first. Once the tellers realithed it benefited both the members and
the credit union, the issues were resolved. Thdteesf the Charter Oak check cashing:
¢1% of the face value of the check is charged

¢2,500 of the members are using this service

0400 members are using other products

eThe program generated $700,000 in fee income

eThe program saved members more than $600,000

Access to check cashing is critical. Wal-Mart iewging in this business. Bill payment is
also an important service for low- to moderate-meaonsumers; they need a place to
pay their light bill. They also need inexpensivenap orders.

Since Filene i3 group developed the prize-basemhgsa\roject, we’'ve noted that some
credit unions have tried this and succeeded. Mesnlsho have never saved before are
motivated to save because they have a chance ta piize. Prize-based savings are
popular in Latin America and Great Britain.

Low wealth families need check cashing servicesfaadree checking; money orders;
remittances and tax preparation assistance. $afeiats, that pay no dividends, are
attractive to non-documented people that needeadate to deposit their savings.

There are an estimated 30 to 40 million Americéwas lack a formal banking
relationship—this is a growth as well as a socmdartunity for credit unions.
CoVantage Credit Union in Shawano, Wisconsin wavkh the Menominee Native
Americans. They have issued the “Load n’Go Cardiciis a debit card program. It is
used as a debit card as well as a prepaid cardt Mahe users don’t qualify for
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checking accounts; they have FICA scores less@b@nThere is a $2 per month fee plus
a small load fee.

PG County Credit Union has a Pot of Gold Savingg@am, whereby members save for
a specific purpose. It may take three to five yéarsave $2,500; $5,000 or $10,000. The
current balance is 4.4% of credit union assetstantion. Some 1,000 members of
12,000 members are using the program. The memhbdyaraow from the fund for 3%
over the savings current rate.

St. Louis Community Credit Union offers &2hance checking, Money Max Card and a
payday lending alternative. Some 774 members ang tise products and 1,114 payday
lending advances have been made with and averagesipe of $336 with a default rate
of 1.2%. A savings of 10% of the loan amount isureef. Rollovers are allowed with no
additional fee.

About 8 million used cars are sold to low and matieincome borrowers annually.
Banks have 30% of the market, sub prime lenders 6% of the market, and credit
unions have 5% of the market. This can be an oppibytfor both credit unions and their
members, especially during this time of tight ctedi

Credit union can learn seven lessons in a new rgse@port
published by the National Credit Union Foundatimore credit unions can offer
financially viable programs to help car buyers éstelear” of predatory auto loans.

Steer Clear: How Credit Unions Help Car Buyers Avoid Predatory Loans, shows how
credit unions could gain a sustainable share ofriba-prime” market, where 8 million
used cars are sold each year to borrowers withthessprime credit scores. The 57-page
Steer Cleareport is available free of charge, thanks to imgdby NCUF and The Annie
E. Casey Foundation.

Serving Low Wealth
Best Practices: Serving the Low Wealth Members
Tristram Coffin, CEO Alternatives Federal Credition, Ithaca, New York

Alternatives Federal Credit Union is a community@lepment financial institution
founded in 1971; Bill Meyers was the founding CH©day it has $55 million in assets
and 7,800 members. More than two-thirds of the beaship is low income and 25% of
the new members are typically unbanked.

Alternatives mission is to serve low wealth mempe#sich is an unmet need in our
community. Credit unions are in a position to offalue to low income members; they
don’t have to be in a dominant position to chargemarket.

Although we in the credit union movement may nafize it, credit unions can

sometimes be a barrier for low wealth people. Tamme “credit union” can be confusing
for starters. At Alternatives we try to appear mmfial in appearance and in manner. We
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have a play area for children and give doggie bis¢ar dogs. We hire employees within
our membership. We look like our community. We ddrave minimum wage jobs; we
have “living wage” jobs.

We offer a seven week financial education “Mones#&Vicourse. The cost is on a sliding
scale of $10 to $80 and provides budgeting anctbasiaccounting. The participants in
the course begin to feel a degree of control dveir financial lives. It serves as a
catalyst in transition from helplessness to hope.

We have 120 volunteers for our Volunteer Tax Assisé (VITA) program which
provides assistance to more than 1,200 clients.ddeen’t have to be a member of the
credit union to take advantage of this program.dvtban $2 million in refunds and
Earned Income Tax Credit was provided throughphigyram and 65 new members were
signed up.

The program offers members a free income tax pagparand access to low income
credit. For the credit union, it provides membefirement, new accounts from the
unbanked and it strengthens our brand and image.

The student credit union has branches in elemestdrgols and it opens before school
starts to take deposits. We have more than 1,2@@sts participating at the student
credit unions. One student reportedly didn’t wangd on vacation with his parents
because he would miss his weekly savings depdsézeTlis a strong parental PTA
involvement.

The credit union is celebrating ten years witHt8 program. Members can save for a
home, education or starting a business. There exlapational component, and of course,
members will get a match with their savings. Mdrant 50 homes were purchased
through this program. There is a 98% retention aaté currently there are 100 open
accounts, double the amount of 2007.

Community partnerships are vital to our operatidree partner defines the need, policies
and criteria. The partner makes the reserve deanditoan decision. We service the
loan, charge interest to cover costs. Wheels tok\Wsoan example, it's a Catholic charity
that helps low income folks buy a car and get offlc assistance and get back to work.

We provide training for entrepreneurs with cours@se you ready for business”
explores the feasibility of a small business. “@gtdown to business” helps with
business plans and the nuts and bolts of runnmgsaess. We also hold additional
seminars, workshops and networking events.

Many of our members will not meet secondary maskatdards for home loans. We
have flexible mortgage home loans to meet this @asedell as construction loans. Low
income people typically don’t get good service;wamnt to give our low income
members good service.
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We sustain our mission by having employees on Htatfspecialize in grant writing. We
also have a balance of higher income members whpostiour work. We continue to
build relationships with community partnerships &mahdations.

Serving Low Wealth
Best Practices: Serving the Low Wealth Members
Lily Lo, CEO, Northeast Community Credit Union $amancisco, California.

Northeast Credit Union’s mission is to meet thersgsrand credit needs of the
underserved, homeless, transient, and low-incosidanrts. In the 1.4 square mile area
our membership, more than 40 languages are spdkenmnajority of our membership is
below the median family income for San Franciscortheast today has $8.8 million in
assets and 1,562 members and has three branchedlesabn have a fourth branch at
Sixth and Mission.

We provide small business assistance to startupe@panding enterprises with one
stop services such as registering the businelsgfdut loan applications, business tax
filings, writing business plans. Workshops are helénglish and Chinese languages on
how to operate a new business, tax law and otlgests.

Volunteer Income Tax Assistance (VITA) has beenangnt for low-income taxpayers
who would not be able to afford paid assistance2007, we filed 2,610 returns and
taxpayers received $1,375,548. We provide helgéoned tax credit and the economic
stimulus payment as well as the San Francisco Wgrkamilies Credit and the Renter’'s
Credit.

When Bank of San Francisco was launched in Septeif, its primary goal was to
bring low income, unbanked people into he finangiainstream by helping them open
low-cost starter accounts. Northeast was one obtiginal participants of this initiative.

Low-income people can and are willing to save. \Weoerage savings by offering a
variety of savings products: gift account, regslaare, fun account, split rate, business
checking, share draft checking, passbook savinDs, @irect deposit, and IDAs.
Northeast offers an alternative to payday lendihg,“Grace/payday” loan which
provides a loan as little as $50. There are alsallsstart-up loans for small businesses
and home improvements as well as new and useo&as.|

Serving Low Wealth
National Federation of Community Development CreditUnions
Cliff Rosenthal, CEO, New York City

There are 225 community development credit uni@i3GUs) members of the

federation and 50 community development partndns. Hederation is headquartered in
New York City. It is a 501[c] 3 charitable organima, our money comes from grants.
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Our mission is to help credit unions do more tovsehe underserved by developing and
promoting products, programs and partnerships. &lfe liny providing capital for
CDCUS, deposits and secondary capital. We hold @ CHstitute annually in Madison,
Wisconsin for 50 to 60 managers and officials thaih the trainers.

The Federation had developed a CDCU Mortgage Cdrit€l, which is a special
secondary market for purchase loans from the urderd. The Center offers home
ownership counseling. We also have special outrpemyirams to reach the underserved:
the disability outreach network; Latino Credit UmiNetwork; Faith based Credit Union
Network; and the Youth Credit Union Project.

A community development credit union has a speaifission to serve low income
people, neighborhoods and communities. It can pecharter type and is usually
designated “low-income” by NCUA or state. If itdesignated, its powers include non-
member deposits, secondary capital and not sulgd@.25% limits on member business
lending.

Community development partners are credit unioasliave made a commitment to
expand their membership and presence in low incane@s and partnership with
CDCUs. They also participate with the Federatiod participate with public and private
initiatives serve low income people.

It's difficult for a new credit union to get a clvar. There were only four new federal
credit unions chartered in the U.S. in 2007 andB20ile there are between 100 to 200
new banks chartered on average annually. It takesve@rage of three years to charter a
credit union. The NCUA is not there to help; theg there to set up barriers. There are
28 million unbanked and 45 million underbankedhe U.S.

Credit unions can help low wealth families by pbrg free tax preparation and refund
anticipation loans. The refunds are a significar®mic boost for families and
communities.

In San Antonio, for example, there are 353 non-kbardck cashers, pay day lenders and
pawnshops. Some $6.6 million total fees on chesked, $38.6 million total fees on
payday loans, and $24 million total value of pavapsioans during 2007. The unbanked
will spend more than $40,000 in lifetime for cheashing fees. And 22% of San
Antonio’s low- to middle-income families are notrb&d.

Generations Federation Credit Union offers an Alérve Refund Anticipation Loan
(ARAL) at 0% compared to paid preparers who typycaharge $335 including a charge
for the tax return. The credit union opened 1,54® accounts because of the ARAL,
and made more than $5.8 million in ARALSs.

New York City's Office of Financial Empowermentuleched by Mayor Michael

Bloomberg at the Lower East Side People’s FedemadiCUnion in 2006, had a mission
to educate, empower and protect New Yorkers withitecomes. Major initiatives
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included developing a network of financial educatowoviders; fighting predatory
lending; bringing unbanked people into the finahsistem, and provide incentives for
people to save.

The largest VITA/EITC coalition in the nation waswloped with 150 public and

private partners. Some 82,374 tax returns werd filith $59,597,068 EITC refunds. Ten
financial institutions signed on, including fiveedit unions and five banks. A safe starter
account was developed for unbanked with no mininbatance and no monthly fees. A
$50 incentive was given for opening a savings agtou

Serving Low Wealth

National Credit Union Foundation’s Role in ServingMembers of Modest Means
Tom Decker, National Program Director, CU Center &ocial Impact Management,
National Credit Union Foundation, Madison, Wiscansi

Lois Kitsch, Program Officer/Director Real SolutgmrNational Credit Union
Foundation, Washington DC

The Biden/Pell Amendment provided the funds for@medit Union Development
Education program, which held its first class i829The focus was to teach credit
unionists the value of international and domesgieatbpment through the use of
cooperatives. The six-day immersion program seeksspire participants to a life-long
commitment to international development and serprogects to local and international
communities.

Initiatives in the works with the World Council Gfredit Unions and the Foundation
include an international designation for the depgient education program. A
scholarship program is also planned for Africartipgrants. The development education
program was honored with the Herb Wegner Awardtfoprogram excellence.

In 2008, NCUF received 41 applications requestia@ $nillion for its Innovation grants.
The Foundation will approve 14 Innovation grantsling up to $600,000. The
Innovation grants must meet the criteria of thel Bedutions program.

During Hurricane Katrina, NCUF activated its DisadRelief Fund. State credit union
leagues, state foundations, individual credit ugj@nd Corporate Sponsors worked with
NCUF to coordinate the largest disaster reliefrefioe movement has ever seen. Credit
union supporters across America answered with amhelming outpouring of
donations. CU AID raised more than $3 million foedit union employees.

The Community Investment Fund (CIF) is the primfanyding vehicle for the National
Credit Union Foundation’s national, state and Igalgrams. Investors can make a
deposit into their corporate and donate up to 2%hefividend to the National Credit
Union Foundation and the NCUF dedicates up to 1#atmnal programs:

* REAL Solutions® empowering credit unions to offer new serviced Hre proving
effective in serving consumers who are strugglmgave or build assets;
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* Biz Kid$, the first PBS-TV series devoted to youth finaheducation and underwritten
by America's Credit Unions;

* Credit Union Development Educatigoromoting cooperative principles and credit
union philosophy to make a positive impact in comities around the world;

* Social Impact Managememhaking the business case for social respongibilit
initiatives that meet a “triple bottom line” benefg credit unions, their members, and
their communities;

* Innovation Grantsencouraging credit union innovations through tiveagrant-making.

» CUAId.coop supporting the national online fundraising platidfor credit union
employees and members so that all disaster redigdttbns go toward grants.

Savings Opportunities

There are a number of savings opportunities treticunions are offering their
members. Matrimony is a promotion that Filene’giBup has developed, which allows
cash gifts to be given to newlyweds in a sociatlgeptable way while building up the
young couple’s savings accounts. This is beingrgited at North Island Credit Union in
San Diego.

Question to the audience: Does anybody have a gaxdfficer at their credit union?
| see that a few credit unions in the audiencedta,is a good sign.

Check cashing is the number one service to thenkdoa They need their payroll or
government checks cashed. Charter Oak Federalt@tein launched a check cashing
program and charged a 1% fee, which was far lessttie check cashing outlets. This
brought in $660,000 fee income over three yearssandd members $600,000 and added
2,500 new members.

Wright-Patt Credit Union in Fairfield, Ohio, hass&retch Pay Program, which is an
alternative to payday lending. Borrowers can rez@i%$b250 or $500 payday loan, 12
times a year, but each time the previous paydayhas to paid off. The borrowers pay
an annual fee of $50 or $70. You have to be a mefob&0 days to get the loan and not
have caused the credit union a loss. The inteaésts 18%. Once members qualify for
the program, they can get the Stretch Pay loatiedtller line. Doug Fecher, CEO,
offers the program more as a service to the comipumecause it breaks even, it doesn’t
make a profit.

Prospera Credit Union in Appleton, Wisconsin offensayday loan alternative at its

branch at a Goodwill store. The terms were 9.90e6100 for a two week loan. The
branch is open 6 days a week from 7a.m. to 7p.ra.branch is easy and convenient for
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members. They also have wire transfers, check mgshinancial counseling and medical
referrals to a health center in the complex.

Dan Mica, CEO Credit Union National Association

| wasn’t able to join you in person, but througlsthideo hook-up | am able to say a few
words to you about this wonderful conference tlat lgave been able to attend this
week.

You have learned a lot about low-wealth and lowsme people this past week. We are
now able to put their interests first. It is thesgion of credit unions to serve people of
modest means. We now have to take what we havedléand put it into practice.

We have learned about people of modest means anatély credit unions teach that
we have to help people help themselves.

If we can teach financial literacy it helps cradfitions, it is good for business, good for
America, and you and | can put the credit unioraisiento practice. Thank you.
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