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1. INTRODUCTION – Wise Words 
 

 “ The essence of good Credit Control is rigourous assessment of loan 
requests and prompt management of arrears to minimise bad debts”. 

 
2. LOAN ASSESSMENT AND APPROVAL 

 

 All loans are assessed against the Lending Policy:- This specifies both areas 
where we can/cannot lend but also the combination of factors used in our 
lending assessment. Key is that a member has the ability to meet the required 
repayments (Affordability), either through having a reasonable level of shares 
(savings), recent bank statements, a good repayment track record and no 
adverse credit history, subject to these and other factors, a loan is likely to be 
approved. 
 

 Lending Authorities govern those volunteers who can approve a loan and the 
amount which can be lent, after approval the loan request is forwarded to the 
Treasurer for payment. 

  
3. ARREARS MANAGEMENT 

 

 With the impact of the pandemic and the ever rising costs of living we are always 
open to trying to help members make best use of their money with suggestions 
to cut down on their household expenses. We also through the use of reduced 
loan repayments and payment holidays try to help but we need members to 
talk to us where they have problems meeting their financial commitments. 

 

 Loans which fall into arrears are individually reviewed, as there can be changes 
in a member's personal or financial circumstances which impacts their ability to 
meet agreed loan repayments. 

 

 To manage arrears we use a detailed report and daily diary prompts of action 
taken or required, as it is crucial that we commuicate quickly with members in 
arrears. 

 

 Ordinarily we use a formal three/four stage e mail or letter process which 
comprises of:- A Payment Reminder (PR), Second Payment reminder (2PR), a 
Final Demand/Default Notice and a Pre Debt Collection Advice. The 2PR, Final 
and PDCA are backed up with a text or a call. NOTE:- If a loan is granted and no 
payments at all are made, we will move straight from PR to Final. 

 

 If all of our normal actions fail, then we either refer a members loan to our Debt 
Collectors (Corporate and Legal Collections) or use a legal process Money 
Claim On Line (MCOL) to obtain an agreed repayment plan or County Court 
Judgement (CCJ), which can ultimately result in either a summons to appear in 
court or the use of Bailiffs. 

 



4. TRENDS 
 
 A – Loans 
 

The number of loans granted have increased due to the reduced numbers of 
lenders, most high street banks being unwilling to lend less than £3,000 and the 
increased cost of alternative sources of borrowing particularly overdrafts and credit 
cards. The average value of loans is also increasing slightly due to larger 
purchases, primarily replacement cars or major repairs. 

 
 B – Arrears 
 

The overall position has deteriorated slightly due to the pandemic and the rising 
cost of living but we have managed to keep arrears under reasonably good control 
through the use of e mails and texts, agreeing reduced repayments and payment 
holidays. However, with the recent steep cost of living increases we expect further 
pressure on arrears and bad debts. 

 
5. THE FUTURE 
 

With increasing demand for loans from both existing and new members, we urgently 
need to either get more volunteers or recruit paid part time staff, particularly to 
assist our Lending Officer – Gillian Mulder.  

 
 We will also be looking to introduce software to further enhance our loan 
 assessment process during the current financial year 2021/22.  
 

To reduce operating costs we have this calendar year (2022) introduced use of the 
Money Claim On Line (MCOL) legal system, to obtain repayment Settlement 
Agreements or CCJs against loan defaulters. In addition, for larger debts we also 
now request the issue of summons to appear in court for a debtor to disclose their 
income and expenditure to determine a reasonable repayment arrangement. Both 
these activities were previously undertaken on our behalf by our Debt Collectors. 

 
6. CONCLUSION 
 

During the pandemic with very limited resources and working from home, we 
made our loans and arrears processes much more efficient and slicker, which 
allowed us to maintain providing a good service particularly for loans but also 
arrears management.  
 
Your credit union has performed exceptionally well by comparison to our peers 
both locally and nationally, it is a high standard that we must both maintain and 
enhance but we need the people to provide the service. 

 
 
 Vic O'Leary & Gillian Mulder – on behalf of the Credit Committee  
 

 
  
 
 


