


“We cannot solve our problems with the 
same level of thinking we used when we 
created them.”  

-Albert Einstein
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Questions???



Leadership

 A leader’s job is to look into the future and see the 
organization, not as it is, but as it should be.

 To achieve a goal never achieved before, you must start 
doing what you have never done before.

 If every other area of the organization remained at its 
current level of performance, what is the one area where 
change would have the greatest impact?



Board Governance

 The combination of processes and structures 
implemented by the board of directors to inform, 
direct, manage, and monitor the activities of the 
organization toward the achievement of its 
objectives.



Why Other’s Failed

 They don’t assess risks
 The don’t really understand their oversight roles
 They don’t understand what it means to be a fiduciary
 Misplaced/too much reliance on executives
 Failure to understand/monitor the corporate culture
 Failure to appreciate the signals they send about the values and 

ethics of the organization



We Won’t Repeat

 Failure to appreciate and use the oversight tools at their disposal
 Failure to observe good governance practices
 Failure to perform legal duties
 Board education
 Poor appreciation of conflicts of interest
*From “Corporate Governance and the Liability of Board of 
Directors”, John H. Stout



Applied Analytics

 Lead versus Lag Measures
 Goals for any Credit Union
 Spread Analysis
 Strategically Analyzing the Balance Sheet
 Strategically Analyzing the Income Statement



 What are we measuring?
 Is it driving the results we need?
 What is the cost/benefit?
 Is this in line with the strategic plan?
 How do we know we are successful?

Get to the Unshakable Facts



 Lag measures are typically end results and are what most 
organizations call goals; move from x to y by when.

 Lead measures are predictive of end results and are 
influencable.

 If luck is playing a significant role in the organizations 
success, then the organization is focusing on Lag 
measures.

Lead Versus Lag Measures



R-Squared

 Coefficient of Determination
 More than a statistic
 A numerical explanation of how much the variability of 

one factor can be explained by the movement of another 
factor



Example

 A Lag measure would be to get to work on time 
everyday; a Lead measure would be getting your 
automobile serviced every 3,000 miles so it doesn’t break 
down.

 Movie:  Moneyball
 A Lag measure is having a full stadium and winning games; 

another lag measure would be most runs in the game to win.  
A Lead measure is tracking on base percentages to increase 
number of runs.



Today’s Trivia

 A hundred years ago:
 There were only 8,000 cars on the road
 The average worker made between $200 and $400 per year
 Only 8% of homes had a telephone
 Alabama, Mississippi, Iowa and Tennessee were all more 

populated than California
 Only 6% of Americans had graduated from High School



The Most Important Question

 If every other area of the organization remained at its 
current level of performance, what is the one area where 
change would have the greatest impact?

 If you could only track one ratio over time, what would it 
be?



Questions???



The Big 4

 Loan Growth
 Loan Yield
 Charge-Offs
 ROA



 Gross Income/Assets Minus
 Cost of Funds/Assets = NIM/Assets Minus
 Operating Expenses/Assets (Should be Positive) Plus
 Fee Income/Assets Minus
 Provision for Loan Loss/Assets Minus
 NCUSIF+TCCUSF/Assets Equals
 Return On Assets

Spread Analysis



Financial Performance 

 Please turn to your FPR’s now
 We will review and analyze strategically 



Sample FPR to show 





Warning Signs

 Trifecta 
 Increasing Loans
 Increasing Delinquency as a %
 Increasing Charge Offs as a %

 Above Market Growth Without Controls
 Not Willing to Face Brutal Facts



The Most Important Relationship

 The key to healthy and managed growth:
 Net Worth = Equity/Assets
 ROA = Net Income/Assets
 Asset Growth = Targeted and Sustainable Rate of Growth
 Remember, the rule of 72



Questions???



 The road to service is traveled with integrity, compassion, 
and understanding

 You cannot discover new oceans unless you have the 
courage to lose sight of the shore

 The quality of your people will determine your destiny

Changing the World



Good To Great

 Jim Collins
 Hedgehog Concept
 Flywheel and Doom Loop
 Big Hairy Audacious Goal



 What are we deeply passionate about?
 What can we be best in the world at? 
 What drives our economic engine?

Hedgehog Concept



Strategic Canvas

 Blue Ocean Canvas
 5 – 12 Factors
 ERRC – Eliminate, Reduce, Raise, Create
 A Dashboard Approach
 Strategic To Do List and Not To Do List





Questions???



Grow Grass, Not Kill Weeds

 Understanding Fundamentals
 Foundational Knowledge Supports Robust Planning



Pulling on the Rope Together

TEAM
Together
 Everyone 
Achieves 
More



NCUA and Peer Data

 http://www.cutimes.com/2012/10/07/ncua-examiners-look-
at-the-bigger-picture

 http://www.ncua.gov/News/Pages/NW20130214AmericaMili
tary.aspx

 http://www.ncua.gov/Legal/Pages/FCUAct.aspx









Credit Scoring Models

 FICO
 HYLS
 Other:
 Internal
 Rules of Thumb
 Guidelines



It All Starts With How the Loan Was 
Made…..Scoring Models

Range of Scores
850 = Outstanding
680 = Average
300 = Lowest

Paper Grade
730+ = A+
680-729 = A
640-679 = B
600-639 = C
550-599 = D
549 and below = E

35%

30%

15%

10%

10%

Weight of Five Factors That Make Up 
Scores



How You Pay = 35%



Lose/Gain Approximately 1 Point For Every Percent That You Use Up or Pay Down

Note: If You Grant The Member a Signature (Installment Loan) For $4,000, The 
Member’s Score Will Increase Approximately 40% Immediately, As You Are Increasing 
Capacity

Capacity = 30%



Length of Credit = 15%



Accumulation of Debt = 10%



Mix of Credit = 10%



35% How You Pay or Payment History
30% Capacity or Percent of Revolving Used Up

Much Lesser Impact

15% Length of Credit History Plus Opening New Credit
10% Accumulation of Debt or Opening new Account and Running

Up Debt
10% Mix or Percent of Debt That’s Revolving, Installment or

Mortgage Debt

Factors With the Largest Impact 
on Credit Scores



Components of a Credit Report

1. Identity & Demographic 
• Name/address/date of birth
• Employment

2. Score & Summary Section 
• Credit score identified 
• Factors contributing to the score
• Revolving and installment trades added up

3. Trade lines 
• Placement of information on reports
• Creditors
• Public Records/Collections

4. Inquiries
• Voluntary versus involuntary
• Like inquiries



What it Takes to Get a Score

 Only 1 trade line 
 6 months of payment history
 Activity reported in the last 6 months



How Fast Your Score Can Change

 The member’s score can change whenever the credit report 
changes.

 The member’s score probably won’t change much from one 
month to the next.

 Bankruptcies and other public records or collections can have a 
major impact on credit scores and it takes time to recover.

 Simply missing a payment can also impact the credit score.  
However, the score can recover quickly if the payment on the 
account is current, provided the credit report has substance.



 Questions? Direction	of	Score
 Does	the	member	have	recent	late	payments? Down		
 Is	the	member	a	“B	or	C”	paper	and	never	missed	a	payment? Down
 Is	the	member	a	“C”	paper	and	claimed	bankruptcy	in	the	recent	past? Up
 Is	the	member	a	“C”	paper	and	has	collections	in	the	recent	past? Up
 Does	the	member	have	a	lot	of	recent	inquiries? Down
 Does	the	member	have	recent	loans	through	sub‐prime	lenders?	(Lenders	of	last	resort) Down
 Does	the	member	have	low	balances	on	revolving	accounts	opened	in	the	last	3	yrs? Up
 Are	the	revolving	debt	maxed	out	within	the	last	12‐18	months? Down
 Has	the	member	opened	up	a	lot	of	new	accounts	in	a	short	time	frame? Down
 Has	the	member	refinanced	revolving	debt	into	installment	debt? Up
 Does	the	member	have	more	in	revolving	debt	than	installment	debt? Down

Determining	The	Direction	Of	The	Score



March Madness



1.  What Makes Up your Credit Score?
•  35% = Based on payment history (i.e. on-time pays or delinquencies)

- More weight on current pay history 
•  30% = Capacity (capacity is King)
•  15% = Length of credit 
•  10% = Accumulation of debt in the last 12-18 months

- # of inquiries
- Opening dates

•  10% = Mix of credit
- Installment (can raise) vs. revolving (can lower)
- Finance company loans-They can lower your score

2.  What Actions Will Hurt Your Score?
•  Missing payments (Regardless of $ amounts, it can take 24 months to restore credit with one late payment)

•  Credit cards at capacity (i.e. maxing out credit cards)
•  Shopping for credit excessively
•  Opening up numerous trades in a short time frame
•  Having more revolving debts in relation to installment debts
•  Closing credit cards out (this could lower available capacity)
•  Borrowing from finance companies



3.  How You Can Improve Your Score:

•  Pay off or pay down on your credit cards
•  Do not close credit cards because capacity may decrease 
•  Move your revolving debt into installment debt
•  Continue to make payments on time (older late pays will become less significant with time)
•  Slow down on opening new accounts
•  Acquire a solid credit history with years of experience

4.  Approximate Credit Weight for Each Year:

•  40% = Current to 12 months
•  30% = 13-24 months
•  20% = 25-36 months
•  10% = 37+ months



Calculating interest rates of the competition
 Autos
 Mortgages
 Unsecured loans

Trade in your credit card debt

Using the Credit Report as 
an ‘Opportunity Sheet’



Accessorize



Do you want fries with that?  
Not Anymore!



What rate is your member paying the 
competition? 

How much can we save them?

$1200

$ 950

60



NOTE:  The credit report must show the following 3 factors:
• Gross loan amount
• Monthly payment (On mortgages, if the payment includes taxes and insurance.  They 

must be backed out.)

• The term (You can only calculate the rate on installment loans.)

Step 1:  Enter the high credit off the credit reports or original balance = $20,000
Step 2:  Press PV (Present Value) PV=20000.00
Step 3:  Enter the number of months on loan = 60
Step 4:  Press N N=60.00
Step 5:  Enter payment of loan = 444
Step 6:  Press +/- (To make the payment negative)  

If this is not completed, an ERROR 5 will appear when computing interest.
Step 7: Press PMT
Step 8:  Press CPT (Compute)

Step 9:  Press I/Y to figure the interest the member is paying at your competition.



*There may be a slight delay while calculating. I/Y= 11.91
To compute the savings the member would receive by refinancing with the credit 
union...*Do not erase any of the above*
Step 10:  Enter your current rate on loan = 5.95
Step 11:  Press I/Y I/Y=5.95
Step 12:  Press CPT
Step 13:  Press PMT (To calculate the payment at the credit union) PMT= -386.19
Step 14:  Add old payment to new payment.  
(This will figure the difference between the credit union & the competition = 149)

(-386.19+ 444 = 57.81)
Step 15:  Multiply the number of payments left in the loan = 53  
57.81 x 53 = $3,063.87 
$3,063.87



HYLS – High Yield Lending 
Strategy

1. Number of years as an active member 
2. Total dollar amount on deposit with the credit union
3. Number of current & prior satisfactory loans in excess of $1,000 with the CU
4. Highest dollar loan amount the member has had with the credit union
5. Direct deposit
6. Length of residence
7. Length of employment
8. Valid credit score
9. Credit score with no credit flaws
10. Inquiries in the past 24 months
11. Number of open or closed trade lines in the past 24 months
12. Number of Open or Closed Trade Lines as a Percentage of the Member’s Age
13. Total dollar amount past due with all creditors
14. Payment history on most recent auto loans
15. Payment History on the Last Prior Vehicle Loan 
16. Loan to value on vehicle loan
17. Number of vehicle loans in the past 24 months
18. Loan amount versus term
19. New vehicle loan being purchased vs annual gross income
20. Total secured loan balances outstanding vs annual gross income
21. Debt to income ratio
22. Total outstanding unsecured debt vs annual gross income
23. Total unsecured dollar amount outstanding
24. Total mortgage debt vs annual gross income
25. Number of late payments on mortgage loans
26. Available equity in real estate
27. Cashing out real estate equity 
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Live Examples

 FICO, HYLS
 Opportunities
 How could we improve?
 Risk Based Pricing
 Remember the 4 C’s:  Cars, Credit Cards, and Checking 

Accounts, Consolidation



Wealth Builder

 Goal:  Leave the member better than we found them
 Approve more loans
 Capitalize on opportunities from credit reports
 Utilize savings in payments to build wealth



Personality Traits

 Enjoy monetary rewards
 Positive, Yes we can attitude
 Love a Challenge
 Love to compete
 Goal oriented
 Feedback and Recognition
 Not Patient
 Find a way to get things done
 Great Listening Skills
 Believe and use the Credit Union’s offerings
 Don’t like paperwork



Incentive Template

 Excel Template for front line team
 Another example:
 CSE FCU pays for entire “Pay for Performance” program 

through its Gap earnings



INCENTIVE TRACKING SHEET

Employee:  _______________________________

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)

Referrals on Competitor Buy Out

Competitor Pay Offs (Not a Referral) Debt Credit Cards Loan
Name of Account of Vehicles Loan Officers MBI or GAP Consolidation Tellers, MSR's Home Repo Auto Score Goal
Member Number RV's, Boats, etc. or MSR's Mortgage Insurance Buy Out FSR's, etc. Equity Sold Enhancement Growth Total

Competitor Debt
Buy Out GAP Consolidation Credit Home Score Loan Goal

Incentives $100 per referral $2.50 - A+ & A Mortgage Insurance Buyout Cards Equity Repo Auto Enhancement Growth

Of the Month Loan must be closed $5.00 - B & C $100 $100 $5.00 - A+ & A $25 each Any H.E. $250 for every $25 per $100 = goal

Primarily for $7.50 - D & E Mortgage for every $10.00 - B & C provided card loan sold repossessed credit report $200 = 125%

"This is reserved for any Tellers, MSR's, etc. per thousand loan stolen policy sold $15.00 - D & E is issued and closed auto sold at pulled of goal

special products you are trying paid off per thousand $50 low blue book (Provided employee $300 = 150%
to get the employees to sell" Example:   "E" paid off or better goes over CBR of goal

15,000 GMAC with member while $500 = 200%

P.O.= $112.50 in the office.) of goal



Thank You!!

 David L. Tuyo II, CIMA, AIF, CUDE, MBA, CCE, CLE
 Vice President of Solutions
 Lending Solutions Consulting, Incorporated
 dtuyo@rexcuadvice.com or davidtuyo@gmail.com
 Cell Phone 850-637-2100



Questions???


