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1. A successful Check Cashing Program requires just a bit of imagination.   It also needs a champion.  This person must get the Board and staff to rid them of “Fee Fear Factor”.  The champion must possess patience and a strong conviction regarding the merits of the program so as to overcome early doubts and misgivings. 

2. Senior management must possess a willingness to examine the existing membership and identify those who appear to be traditional members but who only use check cashing services.  This group will form the core of your check cashing users.

3. Your new program will enable the credit union and these members to experience a continuing relationship that is both fair and balanced.  This group will now be paying their own way.  

4. In addition, you will be able to market your credit union to a whole new constituency who, with time, will provide many opportunities to be converted into regular members.  
Our program’s inception was February ’02.  We charge 1% of the face value of the check with a $1 minimum charge.  The impact on the bottom lines since that time was:
	
	2002
	2003
	2004
	2005
	2006
	2007

	Fee Income
	$55,400
	$102,000
	$115,000
	$134,000
	$134,000
	$120,300


Our credit union has earned more that $660,700 in fee income since we began check cashing services.  And our member have saved at least that much in additional fees they would have most likely paid check cashers.  We have only experienced $2,000 in losses and have none since we better understood the program in 2004.  Other income often overlooked is fees from complimentary products such as international wire transfers and money orders.  
Check cashing programs are easy to implement.  We promote primarily with posters, signs and hand outs.  To date we have cashed more than $66 million in checks.
Where to begin?

1. Present your ideas to Senior Staff and obtain their commitment.  Get rid of “Fee Fear Factor” right up front! - It is contagious! It can doom your program!

2. Get your Board’s approval.   Remind them that credit unions are cooperatives - everyone pays their own way.  
3. Know the competition, their pricing, marketing and business practices.  You don’t need to reinvent the wheel in order to run a successful program. 
Things to think about

1. Consider how your member’s’ purchasing power has been increased by an amount at least equal to what you have collected in fees.  

2. Consider that you have the opportunity to develop long-term relationships with different segments of the community.    
Is this a good decision for your credit union?
Success requires you to think outside the box!  You need to be very un-credit union like since you are going after folks who are often times unfamiliar with credit unions.

1. Credit Union Employees - Need to be indoctrinated not trained.   Indoctrination is different from training.  For example:  Your employees know hot to cash check and sights inspect them.  This is not where to focus your efforts. 

· Training = is teaching so as to make proficient.  Indoctrination = is instructing in theories/beliefs with the intent of converting or eliminating (the “Fee Fear Factor”).

· Get employee buy-in.  Without it you will find there are more than 101 reasons for waiving or ignoring a check-cashing fee.  

· Place heavy emphasis on how fees benefit the credit union and the membership (ability to compete, new technology, employee benefits etc.).  

· Consider incentives to the branch with highest amount of fees collected each month.  Use individual cash rewards for tellers with the highest amount of fees collected each week.  

Create buzz, buzz and more buzz about check cashing fees!

2. Area Employers and Tax Preparation Companies -   Get the word out!   In-person visits work best.  Have handouts, posters, etc.  Use in-house print materials.  Encourage local employers to use your literature as attachments/inserts to pay envelopes.  HINTS:  Direct mail independent tax preparers in early January.  Follow up with a second letter at the end of that month.  Avoid employers that mandate direct deposit or those who employ tech savvy individuals (to reduce fraud). 

3. Users of Check Cashing - check cashing public themselves to help you promote 
 Create posters for display in storefront windows of nearby gas stations, conveince and package stores etc.  HINT:  Don’t overlook local social agencies, sports bars, fraternal organizations like the VFW and American Legion, churches and even places like little league, softball and soccer fields.

4. Ready to begin?  Require who signs up for this service a par value member.  Like other members, check-cashers pay a membership fee and are required to open a share account.  If your par value minimum balances greater than $.01, you may wish to consider modifying the requirement. 

5. Don’t create obstacles – eliminate them!

Avoid telling “Check Cashing Members” they have become a member until a relationship is built.  Most are not interested in this and many of the members we served just walked out and did not come back.  REMEMBER individuals interested in this service are generally not comfortable with financial institutions nor are they comfortable with the hassles of maintaining an account.  Don’t scare them away with unnecessary details or try to sell them other services.  Do however remind them ancillary products like pre-stamped envelopes, money orders and wire transfers are readily available at affordable prices.  
Also remember to 
1. Gather all of the same information on a “Check Cashing Member” as you would  any other member. This means two forms of ID and running the member’s name against OFAC etc. 

2. We are always compliant with the Patriot Act and our own MIF Policy & procedure.  We want to know who the person is who enters our office expecting to exchange a piece of paper for cash!  It is important to know who are cashing checks for.
New Competition

We have evolved!  The marketplace/competition has changed!

1. Prior to ’06 we did not attempt to cross sell these members other services.  Today we endeavor to convert elected individuals into traditional members – using a soft sell.

2. We modified our approach with this group in response to changes in the marketplace (i.e., the erosion of core deposits, replacement deposits consisting primarily of higher cost certificates, shrinking margins and a reduction in ROA).  

3. Today we view a new checking account relationship as more valuable than fee based check-cashing relationship.  This change in thinking explains why our fees in ’06 were virtually the same as the prior year and down somewhat in ’07.  

4. In ’06 & ’07 we converted approximately 450 check cashers into checking account holders.  Many have evolved into traditional members with all of the usual services.

Observations:

We have found that our “Check Cashing Members” are a diverse group.  

1. They range from professionals who have checking accounts elsewhere but choose to cash their check with us because of a convenient location.

2. Many are new to America and unfamiliar with the banking system.   (I suspect there are undocumented individuals in this group.) 

3. The vast majority, however, are individuals who simply choose to conduct their business the way their parents conducted business.  Although we may view their methods as unusual they see them as being quite normal.

4. Almost all of our check cashing members are gainfully employed They are rich and poor, nice and nasty and consist of many different races, religions and national origins.
5. Check cashers are valuable to our membership.  They are willing to pay a fair price for a needed service.  They are honest and hard working.   
6. Over time individuals within this segment can be convinced to use other products.  The ability to convert to traditional services is a bi-product of earning their their trust and confidence. Your tellers a great at creating one-on-one relationships! Leverage this!
7. Tracking and monitoring results, especially when the program is in its infancy, is crucial to success.  Intra-office contests each month are an effective way to both increase fees collected and overcome “Fee Fear Factor”.  COOs  should plan on visiting each location every month to promote program. 

8. Strive to continually find ways to expand the public’s awareness of your program.  We cannot overstate the importance of getting the word out even long after the program is established.  

Know what not to do
1. Don’t try to be all things to all people.  Limit the checks accepted to payroll checks from known local employers, government checks and tax refund checks.

2. Never take third party checks, postal money orders, and especially beware of bank checks drawn on out of district institutions.  (Individuals needing to cash instruments like these on a regular basis are better suited for a checking account and regular membership where normal holds can be utilized.) 

3. Never accept checks of any type when the member indicates they received the item from a person they met over the Internet.  Avoid accepting any checks that have anything to do with an Internet sale or require the member to wire money back to a foreign country.  

4. Except for a tax refund check; be real suspicious when a “Check Cashing Member” wants you to cash any unusually large item.  We have found, except for the weekly paycheck, these individuals seldom have anything for you to attach in the event they are passing counterfeit or fraudulent items.

It is 2008.  If you don’t have a Check Cashing Program you are missing huge opportunities.  A check cashing program generates revenue for the credit union, provides consumers a much lower price for a financial service they want and it provides a steady stream of new members.  What are you waiting for?  Start a check cashing program today.
