BACKGROUND PAPER

TRADITIONAL CREDIT UNION CREDIT UNION LIMITED ("TCU")

TCU was established in 1994 to provide culturally appropriate financial services to Aboriginal people living in remote communities in the Northern Territory, particularly those disadvantaged by a lack of existing services.

Its mission statement is

"To provide personalised quality financial services for the Indigenous community and organisations in remote communities".

TCU has a head office in suburban Darwin and branches in the NT remote communities of Milingimbi, Wadeye, Maningrida, Galiwin'ku, Gapuwiyak, Ngukurr, Lajamanu, Gunbalunya, Barunga, Numbulwar and Ramingining with agencies at Milikapiti, and Warruwi. . It has currently has 7,500 active members mainly from these communities. As a credit union, TCU is a mutual organisation owned by its members and it is subject to the Corporations Act and APRA Prudential Standards.

The communities where TCU operates, whilst all different, suffer a number of disadvantages to varying degrees. These include difficulties of access, poor health of many community members, substance misuse by some community members, cramped housing conditions (20 people may share a single house), limited access to education, crime, limited access to capital and low family income with many persons dependant on welfare benefits.

Operationally, TCU uses up to date banking software, running off the Creditlink Computer Bureau and using satellite dish technology to communicate in "real time" with some of its remote branches. It is on the national EFT‑POS system and is shortly to offer an Internet banking services.

However it has a strong focus on providing over the counter service to its members. Around 35 of TCU's 42 staff members are indigenous including all branch supervisors and other staff. In some cases TCU is the only organisation in a particular community with an indigenous person in charge. Most staff have qualified on or are completing studies towards Certificate 2 or 3 in Financial Services.

Staff at head office have skills such as in law, banking procedure and finance necessary to ensure the smooth operation of the credit union and provide necessary support, training and guidance for remote staff.

Services provided by TCU include

‑ Savings accounts (including debit card accounts)
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‑
Budget accounts

‑
Christmas Club accounts

‑
Clan or family accounts

‑
Organisation accounts

‑
Personal loans of up to $10,000

‑
Periodic payments

‑
Transfers

‑
Small business loans

‑
Cheque accounts

‑
Payments to third parties

‑
Term deposits

‑ 
Direct credits

We do not currently offer credit cards.

Fees are high. However we realise these fees are higher than we would wish and they are currently under review. Realistically, they represent the costs of meeting compliance requirements and providing services in remote communities, including over the counter services. TCU operates on a very tight financial basis, with all expenditures carefully considered. Financial support is limited to training funding such as STEP and New Apprenticeship funding. We obviously need to comply with relevant standards and requirements requiring financial viability. Management are continually on the look out for additional sources of finance and are keen to work in partnership with others.

Under the TCU Personal Loans Scheme, members can get loans up to $5,000 (and in some cases $10,000) for purposes such as motor vehicles and furniture. The interest rate is currently 14.95% meaning repayments; over five years should be affordable even if the member is on CDEP benefits or a pension. Members must initially say a set amount fortnightly for three months before being eligible to apply for the loan to establish they can afford repayments. Members must also meet affordability requirements before a loan can be approved.

TCU has also started, in conjunction with ATSIC, a small business loans scheme.

Governance is of vital importance to the operations of the credit union. The Board of TCU, all voluntary, consist of elders from remote communities where TCU operates; with some Darwin based directors with skills in law, accounting and training useful to TCU. This mixture of skills and backgrounds works well.

ISSUES RELATING TO BRANCHES‑ DIFFERENCES BETWEEN TCU AND OTHER FINANCIAL INSTITUTIONS

It is strongly believed that TCU's branch network is one of its greatest assets and is crucial to its operations. This is in spite of the fact we are connected to the national EFT‑

Traditional Credit Union Limited ‑ Background paper to submission.
2

POS network with most members having Cuecards usable in EFT‑POS and ATM machines Australia ‑ wide.

Members speak up to 100 different languages and most transactions are conducted in the local language. Staff must be able to deal with pressure from community members wanting details of, or money from other persons' accounts. Remote staff are trained in dealing with these issues, whist support is provided from Head Office and local directors if required.

Members at communities still like the convenience of coming to branches and getting what money they need, or making other transactions, keeping their cards for use when in town or after hours.

Members can also use the branches to get balances, arrange for new memberships, deposit cheques and cash, organise periodic payments, deal with loan issues and other matters. Branches can be the basis for cash circulation in a community. Organisation clients such as shops can use branches to deposit money and cheques. Other cash requirements are provided from Head Office. Loans are provided to improve the lifestyle of community members. The credit union makes a major financial contribution to the local community.

Members are used to and appreciate this service, and we continually strive to improve it.

On the very few occasions TCU branches have been closed for a period of a few days the effect on the community concerned has been dramatic

As TCU expands we have concerns about bookup and withholding of cards and PINS, where cheques or cards go to a shop to pay for, or be security for, credit. . Most of our communities do not have that practice but it also happens when members from these communities come into town. The concern is that it prevents proper budgeting.

The practices of some community shops in holding onto cards and cheques could limit our ability to expand there.

Fraudulent use of cards is a problem.

It is believed member and community education has a major place in dealing with this issue. The importance of this area cannot be underestimated. Financial literacy is seen by our Board and Management as a means of empowerment and opens the way for better use of existing financial resources. From a TCU point of view is seen as a means of assisting existing member, and as part of the development process for of new branches.

The Board has considered this issue and come up with a plan that involves the following methods of delivery.
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•
Education segments in local language broadcast over the local BRACS facility

•
Workshops targeted at key local groups, delivered in language by local people, assisted by facilitators where relevant

•
Development of Posters in local language

•
School based programmes

A main aim would be to ensure that the community would have ownership, and be comfortable with, of these initiatives. Different approaches could apply in different communities.

The programme would concentrate on the following issues:

• The Money Story

• The TCU Story

• Accounts and use of accounts

Emphasises use of accounts and rules that apply, including relating to EFT‑POS cards

• Budgeting skills and the benefits of saving, better money control to.

A proposal has been developed and funding from the Commonwealth Department of Family and Community Services and Northern Territory Department of Chief Minister is being sought.

CONSTRAINTS, BARRIERS AND CHALLENGES TCU HAS IN ITS OPERATIONS

TCU must deal with a number of issues on an ongoing basis if it is to not only operate effectively but also extend its services to other communities. Over the seven years of its operations it has increased its ability to deal with these issues. It has been an interesting learning experience.

• Community Issues:

An understanding of the issues that apply in various communities is essential. If there are major problems in the communities eg substance abuse or problems with the council, they can impact on TCU, but we must endeavour to continue to operate at the best level available.
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We must maintain good relationships with councils and other organisations such as the store. We must operate both at the local Aboriginal and "whitefella" level. This can be difficult with the high turnover of non‑indigenous staff in some other community organisations which could see persons who understand and support TCU leaving and being replaced by persons who do not understand our operations and value to members.

On an organisational level, we must be able to deal with the situation, for example, of curses being placed on branches or the buildings where they are located. These curses are often not directly related to TCU but must be dealt with. This could involve a director being contacted, and a more senior person in the community overruling the curse.

A variety of situations occur, challenging staff on a regular basis, requiring patience, understanding and tolerance.

Operational Issues

One major issue has been technology and communications. Communications systems to remote communities are only now being improved. As indicated we had to set up our own satellite dish system to enable real time transactions to branches. This required some funding from ATSIC to achieve and has been costly in terms of its ongoing operation (eg through depreciation costs). We also use ISDN, again a costly option.

This is an area requiring constant analysis to find the most workable means available at the best possible costs. We are interested in cheaper means of service delivery such as the Outback Digital Network.

Most TCU communities are accessible only by aircraft (and in some cases by sea) at various times of the year. Money has to be sent out to communities by air and secure systems for its carriage must be in place. Staff usually fly to communities, because of issues of distance and access, which increases costs.

Regulatory and Government Issues

As a credit union TCU is subject to similar regulation to other Approved Deposit Taking Institutions. This requires compliance with the Banking Act, Corporations Act, Consumer Credit Code, Privacy Act and a host of other legislation. TCU is subject to internal and external audit and regular inspection by APRA.
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Like other credit unions TCU has had to cope with the introduction of a new regulatory structure and now has to come to terms with the Financial Services Reform Act.

Whilst a high level of regulation is necessary, meeting its requirements is a major issue for TCU, as indeed it is for other credit unions. This not only increase costs, but it can be a difficult and time consuming matter, particular when a lot of the requirements were devised for much larger organisations operating in an urban environment.

TCU Management has to continually monitor Commonwealth and Territory policy in a number of areas, and again maintain relationships at both the political and officer level.

• Cost Issues

Costs of employing staff, accessing and running branches in remote communities and complying with regulatory requirements are high. We try to limit non​essential expenditure where possible. However, as TCU must meet a majority of its own costs, fees are of necessity higher than would be desirable. In addition financial issues mean that we have little funding to open new branches without additional help, or fund extensive community training initiatives.

We are on the lookout for additional funding where available and have appreciated the assistance provided by the NT Department of Education and Training and Commonwealth Department of Employment and Workplace Relations in our training initiatives. ATSIC has also assisted us in the past, particularly, with our upgrade of communications and conversion to EFT‑POS. We are interested in partnership arrangements with other organizations.

It is believed expansion would facilitate economies of scale.

However our ability to further expand is to some extent dependant on access to additional assistance to meet the costs involved. The Rural Transaction Scheme has been used to expand our branch network and has had ongoing benefits in the communities such as employment. We would like to participate in further initiatives under the RTC scheme.

We would be happy to work with others in any initiatives which could see a reduction of costs.
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THE FUTURE FOR TCU ‑ CONSTRAINTS AND CHALLENGES

TCU has made a lot of progress in the last seven years and want to continue its expansion programme. It also wishes to improve services to existing members.

Its major aims are:

‑
To improve services to existing members, by increasing the range of accounts. Major initiatives are the development of an internet banking facility and the development of school bank accounts for students. We also want members to be more aware of existing TCU services eg loans.

‑
To expand to other remote communities. We would be looking at the Territory and surrounding areas

‑
To commence the community education programme. Whatever the other benefits, this is seen as crucial to the better operation of existing branches where TCU operates, but also to the successful operation in communities where TCU proposes to become established.

‑
To continue and expand our staff training programme, which has been one of our major successes. In particular, we would like to provide training for school leavers.

Contact Details

Barbara Bradshaw

General Manager

Traditional Credit Union Limited

Ph 0889280777, Fax 0889280788, Email bvbradshaw(a‑)bigpond.com,

PO Box 40425 Casuarina NT 0811
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