APPLICATION FOR ADDITION TO FIELD OF MEMBERSHIP FOR A 

RESIDENTIAL GROUP COMMON BOND
INTRODUCTION AND INSTRUCTIONS
The Department's Policy Statement Criteria and Issues Related to Residential Common Bonds contains detailed criteria to be used by the Department in reviewing an application by a credit union for a residential group common bond. A thorough review of the Policy Statement should be performed prior to the preparation of an application.

The Department expects each application to "make its case" to satisfy the criteria by a preponderance of the evidence. 

The application form (MS-Word Template) below lists the specific requirements of the Rule and Policy Statement that must be met. Where appropriate, explanations are provided   in the note box     to prompt and assist the applicant in completing the application. THE APPLICANT SHOULD REMOVE THESE NOTE BOXES FROM THE FINAL APPLICATION PRIOR TO PRINTING FOR SUBMISSION TO THE DEPARTMENT.
It is important that the sources of information provided to support the application be identified. Sources include studies, reports (internal and those prepared by independent third-parties) demographic data, etc.  Sources should be identified using footnotes, document footers, parenthetical notation, a table of resources, appendices, bibliography or other convenient means.  Supporting data from websites should be identified by the specific URL. Information from individuals may be quoted, but the name of the associated organization and a contact (phone number or e-mail address, etc.) should be listed. Statements not supported in this manner will be considered "conclusions" or "opinion" and carry less weight than facts supported by a reference to an authoritative source.

The applicant may provide responses directly within the application form or attach separately prepared documentation appropriately cross referenced to the question to which it responds, or use a combination of both.

FEE: The required application fee of $1,000 must accompany the application.

In addition to the printed application, applicants are encouraged to submit the document in electronic format to facilitate review by Department staff.   Electronic copies may be sent to dbfcorp@dbf.state.ga.us. 
Department of Banking and Finance

2990 Brandywine Road, Suite 200

Atlanta, GA 30341-5565
The application consists of three Parts:

Part 1 ~ Designation of a Community, Neighborhood or Rural District
Part 2 ~ Demonstration of financial and managerial capacity to serve the Community, Neighborhood or Rural District
Part 3 ~ Business plan demonstrating how the CU plans to serve the Community, Neighborhood or Rural District
APPLICATION FOR ADDITION TO FIELD OF MEMBERSHIP FOR A 

RESIDENTIAL GROUP COMMON BOND
Part 1 ~ Designation of a Community, Neighborhood or Rural District
	10.
	Describe the Residential Common Bond Group.



	The proposed service area should be well-defined to include a:

written description (physical boundaries) and 

geographical delineation (map).

The proposed service area must be designated as (ONE of the following):

Community, 

Neighborhood or 

Rural District


	11.
	Provide a copy of the proposed bylaws to include the requested residential group.



	The restated bylaws should be:

consistent with the "well defined area" and 

sufficiently descriptive of the proposed addition to the field of membership.


	12.
	Describe and discuss the factors that support the viability of the proposed group.



	Viability should include the following considerations as applicable in each situation: 

size

level of activity

safety and soundness criteria 

stable population

expanding economy

favorable investment environment

sound financial condition of local government entities

severe or detrimental environmental issues etc.  


	13.
	What are the shared criteria or unifying characteristics of the proposed group?



	The application should demonstrate the sharing of criteria that tend to create a mutual interest (such as):

a) common political, environmental, geographical or economic characteristics that tend to create a mutual interest;

b) common facilities or services such as an education or transportation system, recreational or cultural facilities, government, medical services, newspapers or other media, fire or police protection, public utilities and services or other unifying characteristics that tend to create interaction or a mutual interest;

c) commonality of interest which may be participation or membership in agricultural, land use, or soil conservation districts or associations;

d) any other factors. 

Listing the unifying characteristics in priority order (most important first) is suggested, but not required. 

The application must explain the interaction, mutual interest or unifying characteristics (as opposed to a simple "list of attributes")

Provide as many commonalities or unifying characteristics as are available to support the application. 

Voluminous demographic and economic data should not be included in this section, unless the data supports and strengthens the demonstration of mutual interest or unifying characteristic. 

Generally, such data is considered more appropriate for inclusion in the Business Plan (Part 3 below) as it applies to the viability of the proposed expansion and the future prospects of the credit union operating under the expanded field of membership powers.


	14.
	Has the proposed area has been designated a "community" by the NCUA?  



	While this will not be considered an overriding factor, it does provide a degree of support for the application. 

Including the date of such approval and source of the information. 


Part 2 ~ Demonstration of financial and managerial capacity to serve the Community, Neighborhood or Rural District

The financial and managerial capacity of a credit union shall be a primary consideration for the department in approving any residential group common bond.  The credit union must demonstrate that the size, capability and experience of its management are adequate to meet the demands of the residential group proposed.

	20.
	Did the credit union receive a Composite "1" or "2" rating at its last examination and a risk rating of “low” or “moderate” in all applicable categories?

	 FORMCHECKBOX 

	YES (skip to question 23)

	 FORMCHECKBOX 

	NO  ( continue with question 21)


	21.
	Did the credit union receive a Composite "3" rating at its last examination and a risk rating of “low” or “moderate” in all applicable categories?

	 FORMCHECKBOX 

	YES (Proceed to question 22)

	 FORMCHECKBOX 

	NO  ( STOP )

	Credit Unions with a Composite Rating of "3" are strongly encouraged to restore the credit union to an overall satisfactory or better condition prior to applying for a residential based common bond.

Credit Unions with a Composite Rating of "4" or "5" do not qualify for consideration of expansion via a residential common bond.


	22a.
	Explain the underlying reasons for the Composite Rating of "3" and each risk rating that was not considered "low" or "moderate."


	22b.
	Thoroughly discuss the current overall condition of the credit union and ability to support expanded activities being requested.


	22c.
	Thoroughly discuss management’s progress and commitment to improve such ratings.


	22d.
	Thoroughly discuss the prospects for improving performance and ratings in the near term.


	23.
	Describe and discuss the level and depth of management and other personnel resources credit union's to adequately serve the proposed residential group.



	NOTE: The adequacy of personnel and other resources is also addressed in the discussion of the Business Plan (see Part 3), but is not intended to be duplicative.  The applicant may address these issues directly below OR alternatively cross reference the appropriate sections of the Business Plan where such information may be found (ie "See Business Plan, Pages 40 – zz")

The application should include an organizational chart.

Biographical information should be provided on key management personnel to include:

Training (including degrees, specialty certification, industry designations, etc.) 

Prior experience (including years of service) with the credit union

Prior experience (including years of service) in the financial industry (or relevant technical area, such as data processing, human resources, security, etc.)

Sufficient attention should be drawn to those qualifications that reflect expertise in the type of market into which the Credit Union is proposing to expand. Personal financial information, including salary information and earnings history, is not required.  Participation in civic, charitable or professional organizations should be listed if deemed relevant.  


	27.
	Describe and discuss the adequacy of facilities to serve the proposed residential group.

	Service facilities should be adequate to serve the proposed group. The applicant should discuss any facilities that are proposed or under construction. Facilities include (but are not limited to):

physical branches

shared branches

telephone, mail or electronic service means

data processing / information technology capacity

The above listed facilities are examples. While the credit union is not required to have each of the amenities listed, those that do exist should be discussed within the application.


Part 3 ~ Business Plan demonstrating how the CU plans to serve the Community, Neighborhood or Rural District

The application must be supported by a comprehensive Business Plan to support the proposed expansion.

The following questions address the specific issues that should be addressed in a properly drafted Business Plan.  Accordingly, it is expected that for the most part  responses to the questions below will typically cross reference the applicable sections of the Business Plan that apply.

	30.
	Does the application request expansion of the field of membership to serve an ADDITIONAL residential common bond group?

	 FORMCHECKBOX 

	YES, the credit union was previously approved to serve a residential common bond group. (Proceed to question 31)

	 FORMCHECKBOX 

	NO, no residential groups are currently served.  (Skip to question 32)


	31.
	Describe and discuss how the credit union is adequately serving the residential group(s) previously added to the field of membership.


	32.
	What products and services will be offered to members (including the proposed group) as a result of the proposed expansion?




	33.
	How does the credit union intend to service the proposed residential group?




	34.
	Provide a projection of the expected size and penetration into the target market over a (minimum) three-year period.




	35.
	Provide an analysis of the market’s current financial service providers.




	36.
	Based on the expected levels of growth, describe and discuss the impact of the proposed expansion on each of the following factors:




	36a.
	Capital


	36b.
	Property and equipment (including technology resources)




	36c.
	Service distribution capability




	36d.
	Personnel resources 




	37.
	In light of the expansion being requested, describe and discuss management’s ability to recognize, monitor and control each of the following risks:


	37a
	Credit Risk – the risk of default on expected repayments of loans or investments and policies and procedures for collections.


	37b
	Interest Rate Risk – the risk that changes in market interest rates sill negatively impact the income statement or balance sheet of the credit union.




	37c
	Liquidity Risk – the risk of an inability to fund the repayment of deposits and borrowings or meet lending obligations from available liquid assets.




	37d
	Transaction Risk – the risk of fraud or operational problems in transaction processing that results in an inability to deliver products,  remain competitive and properly manage information and data.




	37e
	Compliance Risk – the risk of violations and non-compliance with applicable laws and regulations resulting in fines, penalties or damages.




	37f
	Strategic Risk – the risk of adverse business decisions through management actions or inactions that impact the competitiveness and viability of the credit union.


	37g
	Reputation Risk – the risk of negative public opinion or perception leading to a loss of confidence and/or severance of business relationships.


	38.
	Provide a comprehensive budget (including and income statement and proforma balance sheet) reflecting realistic financial, capital and operating goals for the next three calendar years beyond the year in which the expansion is requested.

	The budget should reflect the entire organization's budget, taking into effect the planned expansion (including any additional expansion plans) during the three-year period.




	39.
	Provide copies of the following written policies:



	39a.
	Loan and collection policies and procedures



	39b.
	Asset/liability management policies and procedures



	Policies and procedures must recognize the additional complexities of a residential field of membership.

Some credit unions may have broad operating policies that are supplemented by detailed manuals that are much more detailed and specific.  If the manuals are not submitted with the application, management should reference their existence and indicate who to contact in the event those documents are needed during a review of the application.
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