MEMBER BUSINESS LOAN REVIEW


A. Borrower's Legal Name.
__________________________________________

B. Loans Outstanding

Loan Date
Member Name
Account #
Description/Purpose
Collateral
Loan Bal.




































Totals






C. Aggregate amount of net member business loan balance to any

one member or group of associated members must not exceed the greater  

of 15% of the CU’s net worth or $100,000 (Financial institution deposits,

insured or guaranteed government agency loans can be subtracted

from the outstanding amount)  (NCUA 723.8) 





_____________________

D. Is business within CU’s trade area






 


_____________________

E.
Is loan purpose documented and appropriate?





_____________________   

F.
Is member eligible for a member business loan (NCUA 723.2)?
_____________________   

       Guarantees

       A.
All loans to corporations, other than not-for-profit organizations, shall

       be guaranteed by the principals and partnerships shall be personally 

       guaranteed by its partners. (NCUA 723.7(b)






_____________________

       B. Does guarantee appear to be enforceable? 





_____________________

       Legal Information

A.
Certificate of incorporation









____________________

B.
Business Certificate (DBA) 









_____________________

C.
Partnership Agreement










_____________________

D.
Resolution to Borrow











_____________________

       Construction/Development Loans

A. The aggregate of all construction and development loans must not

not exceed 15% of net worth.  Loans secured by shares, deposits, 

or insured by a federal agency may be excluded.  (NCUA 723.3)


____________________

B. The borrower must have a minimum of 25% equity interest in the

 project being financed.









_____________________

C. The funds may be released only after on-site, written inspections by

 qualified personnel and according to pre-approved draw schedule.























_____________________


       Term Loans

A. Maximum authorization for secured loans not to exceed

Policy term limits.








_____________________

       Time Notes

A.
Maximum term not to exceed Policy tine limits.
____________________

       Demand Notes

A.
Cash or marketable securities as collateral.


_____________________

       Lines of Credit

A.
Is purpose appropriate (i.e. working capital.) 



_____________________

B.
Is 30-day clean-up requirement being enforced?
 

_____________________

       Approval

A. Is approval documented and within Policy guidelines? 

.









_____________________

Documents

A.
Are the loan write-up and note in agreement on the following?

· Amount












_____________________

· Rate













_____________________

· Term













_____________________

· Borrower's Name









_____________________

B. Does the loan documentation must include the following: 

1.

Balance Sheet











_____________________

2. Cash Flow Analysis









_____________________

3. Income Statement










_____________________

4. Tax Data













_____________________

5. Analysis of leveraging









_____________________

6. Comparison with industry average or similar analysis___________________

C. Application

1. Verify that the application was completed, dated, 

             and signed by all members/applicants.




_____________________

D. Loan Agreement/Note

1.
Proper company name?








_____________________

2.
Correct terms? 











_____________________

3.
Signed by the appropriate people?





_____________________



   4.
All covenants being met?








_____________________

E. Hazard Insurance

1.
Unexpired?














____________________


2. 
Adequate Coverage?











____________________


3.
Sunmark listed as loss payable or mortgagee?



____________________

Security Checklist

A. The collateral requirements must include: (NCUA 723.6)

(723.4 exceptions allowed)

1.   Loan to value ratios










_____________________

2.   Determination of value









_____________________

3.   Determination of ownership







_____________________

B. Minimum loan to value requirements (NCUA 723.7)

1. 
 All liens (except credit card lines of credits) LTV ratios cannot

exceed 80% unless the value in excess of 80% is covered

through private mortgage or equivalent insurance or purchased

by a federal agency, but in no case can it exceed 95%.____________________

C. Negotiable instruments (stocks, bonds, certificates of deposit)

1. Collateral safeguarded in CU’s possession?


_____________________

2. Security Agreement pledge? (if instrument is in the

name of a third party?) 







_____________________

3. Form U-1, Uniform Application to Register Securities? (if

Stock secured?)









_____________________

4.
Regarding the above documents:

· Proper company name?





_____________________

· Correct dollar amount?





_____________________

· Signed by the appropriate people?

_____________________

5.
Pricing:

· Date











_____________________

· Amount










_____________________

D. Savings Accounts

1.
Collateral safeguarded in CU’s possession?


_____________________

2.
Security agreement pledge? (if account is in the name


of the borrower)












_____________________

3.
Verify that a hold is placed on the account



_____________________

4.
Regarding the above documents:

· Proper company name?





_____________________

· Correct dollar amount





_____________________

· Signed by the appropriate people?

_____________________

E. Life insurance

1. 
Policy in file?











_____________________

2.
Assignment of policy?









_____________________

· Signed by policy owner?






_____________________

· Acknowledged by insurance company?

_____________________

· Signed by beneficiary?






_____________________

3. Does the insurance company confirmation show:

· The credit union as first assignee?



_____________________

· Policy still in force?







_____________________

· Approximate cash surrender value?


_____________________

F. Real Estate Mortgage:

1. Review the legal description of the property for accuracy and 

a. compare to the Warranty Deed, Appraisal description and Title 

or Opinion Report.










____________________

2. Review mortgage for signature(s) and notary.



____________________

3. Verify that the mortgage was recorded in the county in which 

the property is located









____________________

4. Ensure that environmental inspection and any needed clean-up

has been completed. 











____________________

G.
Title Policy/Opinion/Report:

1. Review for evidence of unresolved liens, proper vesting, paid taxes, legal description, disclosures, or easements.










__________________

2. Verify that the mortgage is recorded with CU as lien holder.

__________________

3. Verify the policy commitment to the loan amounts



__________________

       H.
Assignment of lease and rentals (real estate)

1.
Does the assignment contain:

· Correct legal description?






_____________________

· Correct dollar amount, names, terms?



_____________________

· Signed by the appropriate individuals?


_____________________

· Have the documents been properly notarized?_____________________

         I.
Appraisal report: 

1. Verify that the appraiser is on approved list. 


  _____________________

2. Verify that the appraiser is state licensed or certified.  _____________________

3. Verify appraisal was obtained at the time of origination.
.__________________

4. Verify that the valuation method used was appropriate for the 

type of real estate being appraised.






____________________

5.
     Verify flood designation.








    _____________________

6.
     Verify that an appraisal was obtained for any loan greater 

than $250,000. (NCUA 722.3)






    _____________________

            J.  Other Security (inventory, good, accounts receivable and/or all assets)


1.
Lien perfection or UCC filing in the name of the member,

showing credit union as lien holder?






_________________


2. 
Security agreement in file?







     _____________________


3.
Financing statement recorded and perfected?



_________________



If the filing of the financing statement is greater than 5 years



old, determine if a continuation statement has been filed. 
______________

4.  
How is value of property determined?





 __________________


5.
Appropriate loan to value?






   _____________________

           K.  If loans are unsecured, ensure requirements of NCUA 723.7 (c) are met: 


1. CU is well capitalized (as per 702.102(a)(1)




_________________

2. Aggregate amount of unsecured, outstanding MBLs 

to borrower(s) does not exceed lesser of $100,000

or 2.5% of CU’s’ net worth (723.7)






     _____________________

Loan Data

Determine that all loan information is entered into the information 


system accurately and timely.












· Name












_____________________

· Origination Date









_____________________

· Interest Rate










_____________________

· Term













_____________________

· Collateral











_____________________

· Purpose 











_____________________

· Due Date 











_____________________

Loan Disbursal

A.         If issued by check, verify the name the of payee

_____________________

B.         If deposited, verify account number.





_____________________

Interest Rates


For variable rates verify that the interest rate agrees to the 


Note and Wall Street Journal or U.S. Treasury Bill indices.

_____________________

Credit File

A.
Credit Report:

1.   Verify that a credit report was obtained upon receipt of the loan 

application.












_____________________

2.
Verify that any adverse entries were resolved or

were accompanied by written explanation from the 

applicant. 












____________________

3.
Compare information on credit report to the borrower's 

application/financial statements.






___________________

B. 
Review notes to file and ensure that information is current


_____________________

C.
Review the components of the balance sheet as reflected in the


current financial statements and determine the reasonableness


of each item as it relates to the total financial structure.



_____________________

D.
Review supporting information for the major balance sheet items


and the techniques used in consolidation and determine the 


primary sources of repayment and evaluate their adequacy.

_____________________

LOAN GRADE ANALYSIS WORKSHEET

(Use Loan Review Guidelines.doc when completing this Worksheet) 

Future Repayment Ability

Financial Condition

Collateral Analysis

Loan Administration

Management Ability of Borrower

History and Character of Borrower

Summary Sheet:

Loan Grade per Audit: __________

Loan Grade per Loan Dept: ___________

Narrative Support for Grade:

Grade Guidelines:

1. Pass:  At the least, credits graded pass/acceptable exhibit the ability to produce accurate financial information; show adequate cash flow coverage to meet maturing obligation; pledge sufficient collateral based upon appraisals; operate in industries with moderate to low completion and cyclicality; show financial ratios similar to industry norms; and have management that is dedicated, honest, and accessible by the account officer. Loans to individuals or loans supported by guarantors with substantial net worth with a provision for the bulk of net worth to be in illiquid assets fall under this rating. 

2. Special Mention:  A special mention credit is one that has potential weaknesses that warrant close attention by management.  Such weaknesses can be defined as: declining collateral values, cash flow deficiencies, adverse external factors (local economic conditions) that could affect business performance and the like.  If unaddressed, the potential weaknesses may result in the deterioration of the repayment ability of the borrower, and lead to adverse loan classification at a later date.

3. Substandard:  The substandard credit is inadequately protected by current sound worth and paying capacity of the obligor or of the collateral pledged, if any. Loans classified substandard must have a well-defined weakness or weaknesses that jeopardizes the liquidation of the debt. Such loans are characterized by the distinct possibility that the CU will sustain some loss of the deficiencies are not corrected. Loss potential, while existing in the aggregate amount of substandard loans does not have to exist in the individual loans classified substandard. 

4. Doubtful:  A loan classified as doubtful has all the weaknesses inherent in substandard, with the added characteristic that the weaknesses make collection or liquidation in full, on the basis of currently existing facts, conditions, and values, highly questionable and improbable. The possibility of loss is extremely high, but because of certain important and reasonably specific pending factors, which may work to the advantage and strengthening of the loan, its classification as an estimated loss is deferred until more exact status may be determined. Pending factors include: proposed merger, acquisition, or liquidation actions; capital injection; perfecting liens on collateral; and refinancing plans. 

5. Loss:  Loans classified loss are considered uncollectible and of such little value that their continuance as loans is not warranted. This classification does not necessarily mean that the loan has absolutely no recovery or salvage value, but rather, it is not practical or desirable to defer writing off this basically worthless asset even though partial recovery may occur in the future. 



