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“fEN, TR I SNAaT IRT JFBI: TIAT JURAETUT Al BiFrard”

AT 9. AUTAGT YEHIS AT q@r JuivaToT
wfafaer sname: =T v awT

EHT JE1E It
HIIsTeh, oiaT guiaetor afafa
Ui dgehil o fat.

q. AEHTHRT FLAANT ASLTIUT:
“HEHRT GEIT TYh TTHCE T AlehdTi-=Ieh I-=0THT & SaEm &l | A7 AT G AT, qTHThsTeh qeiT dieepiaeh
SATITIHAT T ITehieTTeEeh! JIRTHTRAehT ATHT E=aTel TehdTag sAafthe®eh! & 3T & |”

Ufderiaes SIHT IgdehTereiE SN 9T JuTeft gaTerT o ud, fegdl, enf wehRl, HehT @, &I Sdr
AT HEWTaeT STaUId ORI T a8l JuTell THTSTehl YTeeehl qdT TTfyq Heshrishl TgATee g1 | J%T
TEIEEATS SO=Tieh &9UT YAST TS HeehlidTehl faehm Ul & | JuTerdT =ik $IHT Teehiidmehl geard
9.6, 0% HOHT TEhRl TauTmehl AOHT Ufs YU T5s | 9.8, 2023 & @M ROT HEHRIH TATET T
e TEhRI U, R02% I UIGWTT UTaTd Hehiiidmeh! fashmasha 31t agaht & | fa.8. 2023 e fw fa.g
Ro%¢ ATAHH TGN Faf=a gt drmee geaniad e | e, fasfas smafd © aewreears swor et
T RN T dehiie fatha faw | fafaa s=q amea St fmior = afes = e cmufee fereear
AT MU IS | fa.8 003 AT SR JUTerh! Giaumel Tehit &=ars ool Tia-=ehl J37 Tl
FIT AT TERT T-aNT SITCTHT HEshINAT HThd SHATTs daid T aTieh! fashmr T e gsit fmfor g et
THamuT, TaTaeTaeRT TR ok, T o Tty SRut et Ysfiet aguanT, o 3w fashm emerdent
FIIEE T ATH HIEEEAT Tadia T quT STedT Ye T AT arTieish, diehiaer T aTareRviiy fashmaent afm
e afel ooty faert frate m U T |

Tl &5t f9.8 020 ATAHT HEhil favTTenT TATHAT TSI ©o SRl WATHT ETTSHTcHe 3iage U’ TMHEeheh!
B | T9.9 023 GTGHT TITIAT HURT TG FOT TEhRT GEITATS TIT gl HEmehl &9AT feux faveiwor el Jutemr
HEHNT HEIT TTYAT YURT HNE o a¥ AT Sider <fg=s | AT 3fagme aishen! HaehTiaTeh! TashmashieTg f=mear
T GFHT HpT AcaaTHT THEE AT qUT &sTd FHeh! AT T TSIhl qhale U Tt &rsmT THe FurT
el ifera STfeeraTeRT ST SR 3AR Tease AT FHU fafed o |

TEHINATRT 3cata TR ShIf-adil WUl JEATS STl 3UST 0 HI=T Hihs | T3 Irdrscieh!
JoredfataT Nt Shifvdent TWTEEe SdEasl oATiie qum dmifsieh ST WUl Yiadaehl 3uisy e
wafgaTe TRl A<l 38T WUHT A= Tish | e sif-aere difeq et afwes (afms, fHam aor
SRR HTHGREE) o HATHATS Teh! IS I fehehT TATNT ITeedTUh! a8 ¥ TSRl TEhRT HATaIerTeh!

e e affaE T T - 2050 q
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URIRTeh &9 9T Hichees |

HEhRl HEAT ToATeTHT HEIT Toefel ST HeEeegil &&idhd H1fd, T way &g sewer fuir Wl §9 |
F Tmtor miveshr Aifq fEm e FHIgAeT AT g TEehT SAfaich SRR SRS favaeaTdT T T
fagraer ufF fcfera el g5 | weTer i TReRT ST S@EEr uf o fagra T geaer st wog fmtor
TRURT §5 | T T5T TodTeqT HfqeT T e T TsdehT HMaveh fagraes ae ifq, fwg fmfomr
TVT U, AATEReh §-a 8 TR GgeniiehT © Tagi=a af ST geareent ARTHash g1 | STy favaent de
HERRT HEATEEST STIFChT HTY STCHETY TRIEhT S | T AT T ATHTITHRER T WIEHT UhT =T ST
TR Ta AfHeheeal STTHEE Sehl T N T4 YR TEhRT TR | TSR HawIee [aemT amvbhart T
AfaeRar T guTeRiehT fImET Tfed W W <y W JARIGeR! Uesd HYEHT ATHhesal TISUST TEhil YUSTERT
TITOHT TR HEhHT STRIeTeh! FEITT TehT T | TeqwaTa SHusT: FHTSIATE! T GSiiardy 37l Sawer STTerenT 31=1
STEEHT GHT FEhHIdTeRl Ao T 9T | & 2<%y a1 Uil AT<EIaeh! JEATd WU =D Akl 13
a¥ ufe T 2cUR AT AT SARTHT feell TEhiT HT a2 T T Tehit Tl favea geshiiarh! siagramT worm
ST =T JHA TS T |

AT ICATGHRT ATIEE IU TSAeh! TTH T AHTSIATET STAdT STTIhT Jehe®HT TgehTialells HI=adT TqUahl
TS | T @ fahE TEEdl oA fashrwT deehTidrhl Hecaqul ¥ g wiHuamdtT i,
FIFTST, S STEdT UfvedT JUNR e e fashiad goehesch! Td-=T BHd TgehdTeh! W SUshT
U | ST Tehil g TAa=uT Ui 3T To A1k qerr arTiersh STale & I U= §91 T 2<%
T SATIAHT HTHeh TShaTHT ST SUMIRHT TEhIIRT TATTAT 9§ T 2<UR HT HIgHT WRIAT T HEshil STt
T ey TT STHATHT Sed qoiT 0T Teehil, T 2<% HT STHTRAT g Heshil, |9 2*2R T =f=ur Hiy degml,
T 2R0¥ W YIAHT Y TAT AT FGEEHT ATITNG TRl fawme wuar @ |

w@ gutvaeror afkfa faemm quais

® TEHIT HEAT R3¢ (HEHRT WheTeh R0L.)

® TN TERRIMT oraT guiareror afafadr & faT @Hedt : <] g ST
® fgeT: ¢ BN, ToT: <2 &SI ST

2. AT guivaetor afhfa avarel AT TEE™ SATaTen! aded:

HEPHT U, 0% T THT ¥<¢ T ¥ o AWT FURSET TTGTqehT ST TUT HTH Feled TIHTHT AT Wbl |
ard femmaett Roww @ T IR TET guiesor affaehr TIaT dieheRl © | UFRT T ¥R o SHEIES &IET
T T, ARGV AT Tagaeehl Tl {0, et Gkl fodia shriargen! Joargshd
TEOT T, HeTeteh |iHTqeh! T FRETEIEEeh! GUANAEUT T T g¥hid fagu, HTemer aumen! fufage sy
T U S T, @T GUAETor qiafdent Gebraee q0d ST 9T TR St T+ T AR faunr & |

F. AR UA, R09¥ HT TELIH
THT ¥¢ T GaaeIur giafaent Ta:
(?) UEHRT GEAMT ATNE FE=0T TUNEAIes G3& T dlfRy JHITSTHeRT TFdT JehT TeheHT GaSTeh T
FESHT HEHIEE & T ATeweT §Tel fdmree @ guitesor afafd 1o e |
(R) U3 UGG TR=ET T&T STtk Ueh SATIHT U3S HEhRT HEATehT HomTeteh a1 i@ Jaiaafor afafashr
G a7 9e&T USHT SWEAR a T fatfed g7 @e & |
THT ¥R oRET guiaeyor afufashr &, #ded T Tfasr:
(2) orar guteror afufasr &, #ded T AfsR g™ sHifsm ge:-
(F) UcAF HTHFHT Tl TR ST=Ah AGTIRIETT T, T3,
(@) ANk TETIRIEUT TaT SRATIIEUTehRT ST FagTwdeh! TTeT T, TS,
() forfler T ST HRIEERT RIS T YeamsT ™, TS,

. o afcaET afafER T T - R0m0
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(a) wfafaer wm wRaTdeRr Hafra guf@eor ™ T aftrfaers savas e fa,

() Gramor aurenT MaeE, ot qur affasr fola SRiaE au T9usr SImT T,

(F) T gt gideed T afafaeRl M FHRETa Rl GUReET qra-l aTfieh Sfaae aTemeT a7 aue
ST T,

(B) el U2 U TaUaRT PhTa HRIT=IT THURI HRUETE FHF TEhiT HEAThT feaaT Uidenat 3/
T T LT ST TG a7 F=eft aeufeent samaes ®9ET Tt ot SAf=ifadar Sushr ar geer
TR STTRf TgenT U ARIhIET GT I hRUT GaTs a9y HTUROT 9T Siersd dtdfa aHey
el

(ST)  TTevIR AT ST T Wiegeh TRfeheht SATHT i SHTehT AT Toaersh atafaat fawrie m |

(R) oraT guiEeeTr gfafdear e aT TeRT HEhRl GEITRl RIS T A yemafie ST et
g7 TS & |

. g FMIATEET 09y FT qEa™

HEwi e oy &I HEIH R o T@T UNGEUT GHTGRT TRAAT el © | SE ATER @l gaieET

afafdert qaTiehiie! TR TETIER Sae TRus S |

UAehT T ¥< I 3UGHT (2) SHITSH,

(®) TEd TERN TEIehRT TRIdT fUehl HIFGHT 3 I9 G HUHI, a8 TRINE STEIR0T avTere 3w g1 ar
T STeT T & |

(@) eI fad THSIu T &S] ALEeh! AT eIl JTET FHTEhT |
(T)  HET 3 a7 3 PRI ARSHT el A@MTe a7 AT qref-e drfad fauer |

. A@MiveTuT FEfTET 00y FT IEAE

e TITERT ST SRaTaieeror Tt o0y of TEhRT HE HRITEEeh! T@TINET HRIcs Haied sHIS-eh!
AT Tty TTeeTesen! aeT Tehl & | F=Idt AT MRt JTed TRaTdieviehl ST HudT i oi@r garererT
aftfaer a8 fefeerems el gmmiienT TUaT STegaT W STIUHT G0 YA TH O | RaTaiEoT e ferenmr
ool YUHT Tawres ST X oi@T guiaer aftfael SAT=afeh Ramdieefurehl JTEAT SRAT Iig T §9 |

. AU A1 ThIgrard HeAETE AT TEThRalTg JTRT MU A@ITe qeafeer fqougs:

oA AT FTwT AU RS ThTSereH HEATRT HEHT @l TLrETshehl AN g aX JEeh! THET-T T 36T Weh! U
T afteaT T 'Y T e gudieraer afafaet gend T R U ST qieor T U T Jueer e famr
AT e & -

® SEMIE Rt ST fagTiee:
q. SHTERIAT: SATEETTE FIHT SHERIAT HET &,
R. FEgHear: faar 3 gfed qame T aneaET SR q T,
3. ATEETA JRAT: SEEIe &HdT gae T dedk
¥, TIAT: TR0 S9HT TR Merar i T,
Y. SATSETIRdT TG i, fafershr e

® il g5 (Conflict of Interest)
1. TR G faGaRl SUTAHET ThRIcash gRiefaenT fastr T wd, a1 aegiTsdr T ST
TagIIeE®! STIUEHHT THT GRbIdTEE T T |
3. HATEETIE FHT @I (e SATthaeel @l qrel TR fagT=aaesh! ITeT Teh! §Iue |
3. TS FHTE T UGN @ WTiateehel TRl Eg g Tawmehl fasir T §a |
¥, TETef SR &1 T STSRITHT SHTGTNAT AW T4 ATadTeh 0T i@l Frerl & Tiue |

e qufcaeT affrE Tl T - 2050 :
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® e fawrsar amfae T
9. yafe faemsrar T srednias FrrdT fomehT e ST HASIR § T I8l Tl grg fasir mds,
R. UST AT ST e SAfthel Tafty T el TTeiT TRl SATAT 311 e g1 Siedl , gaite fagorar
B T ATETF B,
3. T GreT ST faETieeen! qTTHT e SRR T g,
¥, SHISTHT FAATE Teshtad TeaTeel d@Tes T, Hiedi-ehdtaT AfadeTee T 4 #riee T g |

T, AU LHLA AT THT A A THRISEH TAITER

oraT gaiereer afufaer i sEeeT, ggeit quT TiET TR HTeriel Rows AT ST TR HEhit &l fadi™
UldareT ETeTehl STEd T TGTINETUTehT &Teehl Ufee 7+ T AGTINEIT Fraeft YTae—eeehl JTRAT 97 SR
BT T TS | T8 raTehl ST 3 OT T U SRR Jiea, Hehd fove T HRIER faawor grameft
FEAT AT T@TIIETUT TR AT FANT T Hiches | AT TG ¥ HT FGEAT THUehT i@ fifdehl -
T TR QT U dfdfaer Jshsire T |

. TEH et T e aaaeEe

HEhIT e HEATRT TafmeT orar guieor afafaehr o & T Fded MIhR Tl =awr Tl §5 | 78
SCITEATS T@T UieIoT aiifael sf=mel ATRT ST THUs | TT=raa geuren! fafTemmr g yraa et
SHITST & |

W@ﬁéwaﬁ?ﬁrm

F) frafgq swmT GemeRr ST crETadteuTeT T oTTfie wrifafresas! qoHTeTe g fader gemes
FIT TS THT ¥< THINTH HTIROT Tl T ST TSR T geoT TaeIe® (ool or@r guiaeor afafa
T TS |

q) IUGH (F) SHITSH oRaT FaREET afafd e el ATaRuT SRl GRU GERIeE TeddTe Mate T |

T T guieer afafdenr @arsie 9T geeEeh! ueEty auT Rad ug qfd STaweT geered WE 5O |

q)  HEATATS fad SRS U o%S] AT AT ATHhT T T 3T g TRfeHenT SeRiidT YUt SAfthel oiaT guietor
afafaer Y afT e SR o ERE |

3) o afafaer fate g7 #wmr oo, fa 78 ar |r @t Idfor quskr ar @R shel a1 31 I Heee
T f1ameR feReTe gedTer MURT Gehit dEmTe arrw aiferd fausr §F e @ A g gRinT
ATROT GTETE Talfferd g1 o Guiareror afdfdeht Sesieh T HewreedT di] gie |

) orET guitdeer afafaer IWEaR TRt ST SHEAHT TEET Sl 3 a9 G WUHT §IIHS |

A@ guivaerur afhfceht wH, Fdeq T AFUH -

F) HEATRT AT @l THET T T giifders e fa |

@) IR, atafd T syatafaeeer et 1 AR T @ gere fafwm, gewrt fagea T fem e ©
B Yol SHTTEeh &IHT Siter T, GREOT 7 & T |

T) GO FT FH FRARER JOR GGG S @M G STawT JTAT a1 SETaEuren! HIEaT
HoaTeTeh aT STEITIAETE 3tad HedT UTed THUHT 9T JERICHe HaHes GemT Jod STaetta T U+ 3TaweT
SfEuaT T AR e afafd awer ST T |

g) @ wieor greet giqded e g gHer STfar &9 ST O |

T) e GiAfdel ATERUENTET U7 T Sfqda T T dERieR faeRr aufetsht g
?)  wiafdehr d3e STHHT HET,
R) T AN [G3UHT G HRIIaIhl ST,
3)  oifEedr oTfe A T ufdaed UeT e sTifeier aveRt geTereh STTfeR faarr,

y v aqfcaET it ThER T - qom0
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%)  ulqded TR oTfie IRl geT ged i Iudifey tay HRIEERT FUSI TaTes,

w)  HEER fAEaet, GEhRl UF TTANEE Uy SeTeRl fafehT SAaeTgeshl UTetieh] STaeeT,

%)  HEATRI Wiehd e qUT FOT Aifd ey =7 Hifdeent Ureeh JTaeT,

©)  FHHAR HAEATIH T TT% { ool UEEs,

¢) oo GiAfGERT B YT T REHT GUT T U 9EE,

]) A aY HH SRETIIETERT UL T URERT GYRIaRE,

g0)  TEfUd T FETAT 9T STEAT TEIT IEG Woh! Helel TR ISR S o7 STTHT TaT
SRGUHT HFAT, HoATAHEEATS 145! TG T GrpTaehl [qeR0T qT IeTIEh! 3TaeeTT,

22)  HEAT GATOHHT STTEITI Tefeh! HHI HoaTSah-: THIFeRTIT, Fatar, Thamefierar, hHerishl HHiaeiehr
FEET, SATTETIhT HTiG e,

q. FEH fawmrate S s f i woa graae

aferr wesprl favmT, uraferek T T gEsRT favmTetel aHT gwmT fafv=r uftuses SR e g | I%r
uftase® orar guitaeror afafaer aeshriaT 1iieie TReus T a%ar URu=REnT Scoie TRUST SAeITee Haf-<=-aT
AT FATTRT TRt Siter Tued | sfaquer staremr femfes aftseenr o guieenT afaer armeT Tiud weee

IfT IoeiE THUHT 5 | TRl TaTTERT 00 S ¢ AT ST TRUST Tehshd fQfemRTenT () (%) o 3T=dieh
ersor goTreft et MenT SawRT fETgER &
ik THRTITeRTeRT () (&) T WTEEIT: FEehit WEITHT STk =0T JuTTelt gg@ T oiaT guiasr afafa

At & | afgfaer TEehil HEITehRT AT TRaTIiETuT T+, ST sriameh! fafaa fferor qom geargs T,
HodTeish HIATTRT T HRETEIDT ARG T+, TGS Gebraehl SqaT SHTids Hfade U 7T | ST aTfie
gidqae HTEMROT TTHT UST 7, STER0T G9! e, futer T geermeres afufaent fviags smfeaT meT e far
ST AT T guieser atafaer afwer gfrer fafe e |

3. @ gufeaeror afrfat faemm srvam

HEHRT SANITHT TraT guiaarr atffaent T T farishT aRepT 3TH TS 3T HUTRl ST HTEIH e |
ST guiterr afafaerr e T HEeEHT TreumT b Ui Hehit N SRV SO e e |
faemm Tm Figel orar guieenT antdars fausr Afaeiee &1 | |idfaer SR arsmraehiehl AT o
HrqUl FIHT TERNT GEAThRT SR FE=I0T JUTTelt s T TS 99 affael Soga- S{HeRT T STawIhl aRuT
wfrfera g7 sTawaes Jfaws |

TR HEqTEReh! faud 3T gel STwaie TAE==or vurelt sEw ™, uw Geren feare fede S T,
fRIT SHTTRT T 9T THURT & ST arsehr ST qTushT erer guiesror affaer #gaa: g samaer Tga-
NG TETTIEUTET STETE ok H EETHT HTY HUhT TS | o@T gaiaavr gfafaer aenl 3 2T Tr=afe
gfdaeT S0 HeaTeish fffd @wer U U, TedTeish { STaRIdTs Ueee U], qebaee fagud, gebaes
FIITRFHT SATT TR G: Akl 7T ATTIAhT ATk TIHT HEANTA THRI0T YuTTefiehr afteqor 7 s arg=T
TIUS | FedT T&dT ST 3b UM T8 HEITEEAT ST HUHT G |

¥, AT GUAET0T Giufat T8 T THIERIL AT a7 AT fFaw=0T qUTeitet IR
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ACCESS - 87 Indicators

A-one Competitive Choice
for Excellence in Service
and Soundness

Financial Perspective -13
Customers’ perspective

Internal business
perspective
Learning & growth
perspective

40% Weightage for
Financial Indicators

f piorfess & gasm @ -

PROBATION - 55 Indicators

Program for Building Absolute &
Professionalization

Financial Situation - 15
Harmony with members

Institutional development
and good governance

Management & planning
Accountability
Legitimacy

50% Weightage for
Financial Indicators

ELEPHANTS

32 quantitative
ratios X 2.5 =

80% weight

Grading

A+,A/B,-B,C

'5 governance
questions X
0.8=20%
weight

Wl

 Lesseilage o ancil e nd
Weaget subfve it

3 Latkofimportntralos ch s 085, FE&
Frodiiity PAR

¥ No Grading
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> Loan approval- %UT EIHfd (5 Cs)

» External Audit- STe<r @ reor

Tools for Measuring Performance of
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Protection Capital adequacy Governance
Effective financial structure, = Asset quality Information
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Efficiency
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Ranjith Hettiarachchi
(Former CEO, ACCU)
Chief of Technical Team, ACCU

@ @

What is Internal Control?
IDIDIDTD

to ensure the integrity of financial and accounting information,
promote accountability, and prevent fraud.

ﬁr Internal Control

Systems for
Cooperatives

l Processes, Procedures, and Tools

-

%

Ranijith Hettiarachchi
Chief Technical Officer

——
E—
——

G2

w0

Internal Audit External Au

Why internal control is important to credit unions?

Focus Enhance and protect Fair presentation of Financial

organizational value. Statements.
) ) Review & testing level Lower Higher
Ensure integrity, -
relevance & Safeguard assets — [l Prevent and detect Range of Risks Broad Narrow
reliability of members' interest. fraud & error. Time horizon Current Historical data

information.

Maintain efficient
and effective use of
resources.

Compliance with
management
policies.

Compliance with
external regulations.

What the auditor does . . .
Credit Union External Auditor
Financial START
Re|
Repon
o E Opini
Function Attestat )f(;rre;:esg]?g?ogn
Responsibility of FS . Physical exam
Means'of Suf nt internal 3 Conﬁrmcfion'
s . Documentation
fulfilling the @lesavetien
i judgement (PAR) . q a
function FS Presentation . Memb_er il
. Analytica 2

Compliance

START K& DOSRI

procedures

@

Issue description

Quantifiable & non-
Quantifiable

Quantifiable

Primary audience

Board & management

Public and members

Materiality focus

Efficiency, member service,

sustainability, safety and
soundness

Financial reporting

Scope of Work

Operations

Financial records

Components
of
Internal Control

@

Control activities

!
!

ensure the actions identified by
management to address risk are
effectively carried out.

@ quivasT At e WY - 2080
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What policies and procedures must 'w

What policies and procedures must cooperatives have?

cooperatives have?

Membership

Loan origination and management
Assets and Liability Management
Human Resource Management
Governance & Board of Directors
Compliance and Risk Management
Security and Fraud Prevention
Member Services and Operations
Financial Reporting & Accounting
10. Ethics and Code of Conduct

11. Privacy and Data Protection

12. Disaster Recovery & Business Continuity
13. Training and Education

hitps://www.classpoint.app/

;-5\_
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(2 @

Risk Assessment
Components
of A
Risk

Internal Control
Apply Enterprise Risk Assessmeni
Management

The credit unions must be aware of and
deal with the risks it faces.
Both internally and externally.

Objectives of Managing Risks @

Supervisory Objectives Risks
1.Business Risks Financial Failure
« Strategy

Credit Union Specific Risk Assessment

. Poor Cooperative Governance
Promoting Safety and

Soundness

* Market, Credit and Operational Risk Widespread Misconduct and mismanagement

* Financial Risk

Financial crime, fraud or dishonest
+ Members Y

Financial Failure

2. Control Risks

Widespread Misconduct and mismanagement
+ Treatment of Members

Ensuring the protection of

+ Organization 2 T Financial crime, fraud or dishonesty
+ Internal Systems and Controls Poor corporate governance :
+ Board, Management & Staff \n?;j:rﬁggtrse knowledge and understanding of
* Business & Compliance Culture 3 | Reduction of Financial Crimes | Financial crime, fraud or dishonesty

Risks Assessment Tools Business Solution No. 25

1. PEARLS for SACCOS

2. ACCESS

3. CULEG

4. SWOT Analysis

5. Risk Based Supervision tools

6. Green Coop/Credit Union

Assessment Tool

%% ﬁmqw&%waﬁﬁﬂﬁﬂ&'ﬂrﬁvﬁ—?oco
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11 - Credit Union Risk
Based Supervision
Manual

An in-system supervision to ensure the
safety and soundness of credit unions:

Going beyond compliance fo
regulations, standards and sound
business practices

N O. 32 = Green To recognize cooperatives and credit unions
. ° a 4 a

identifying the current and perceived COOp/Credlf Union  vithexemplary achieverentsin

risks of credit unions that may cause

systemic risk fo the CU system.

implementing climate action programs.

Assessment Tool

@ ® ®

. Policies and manuals
Information and Communication Flowcharts
Componenis . Management reports — monthly
of . Management Letters — memorandums
Internal Control Information and . Meetings and Workshops

Communication
l Tools for internal

. Emails and correspondences
. Training and Education

control . Whistleblower hotlines

© ®©® N o U A~ W NP

Enabling Board, committees, and . Annual reports

management to execute their tasks in 10. Members' Ownership meetings
timely manner. )
Y 11. Performance appraisal of volunteers and staff
12. Feedback mechanisms

(4] ®

Monitoring
Components 1. Internal Auditing reports
of 2. External Auditor’s findings
Internal Control
3. Member Satisfaction Surveys
Monitoring ) .
i 4. Assessment of the Risks from financial ratios
Mechanisms and — what are behind the ratios?
Tools
5. Error management

Continuous improvement

o Control Environment @

Control Environment

« Adherence to cooperative principles and values
Components
of + Clear mission, vision, and core values
Internal Control + Commitment to ethics and integrity
« Board independence and oversight __,.-"".:':
+ Organizational structure i
« Commitment to competence i §

Foundation of all components.

Accountability I'/h“ﬁ
——gr + | =

Sran quivasT affEr e WY - 2080 o



“fROM, URERT I SN\ AR JGDI: TIRAT JURAGUT AfAID! BiFdrard”

Components of Internal Control System w @

N 0 cinen | i

| Features of

TS e | Eﬁ

) - controls
oo

include:

= W

r Control Environmen —‘

Establish strong Clearly define roles % A
control environment & responsibilities SuperV’Sory @ﬂ,@@@@ @?

Korea Credit Unien

Implement Comprehensive

comprehensive training and
policies education

a Piatagni | € s Uiniz
Tl b ol Wgad

Regular reporting External
and review benchmarking

Financial Institutions under Supervision of the FSC/FSS

Leg

EXTERNAL

m Credit Union Act

- Presidential Decree
- Enforcement Rule

m Reg. of supervision
- Banking Regulations

~Accounfing Régulafions
- Common Regulations

Structure of Primary CU

al Structure

INTERNAL
» NACUFOK
- Regulations & Rules .

Guidel Inspection
- Guidelines
m Credit Union \—’
- Compulsory
Regulations
- Optional Regulations

FSC : Financial Services Commission (Government)

FSS : Financial supervisory service (Executive organization)

¥g

vt e afef e T - 2050
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s, FINANCIAL
# SERVICES
&

&}
COMMISSION

™

ew®

Main Responsibilities

« Deliberation and Resolution of Important Financial Issues
« Guidance and Supervision of the Financial Supervisory Service

FSC Commissioners

The Financial Services Commission comprises Chairman, Vice Chairman,
Standing Commissioners, and Non-Standing Commissioners.

The Commission also includes four ex-officio Commissioners:
« the Vice Minister of Strategy and Finance,
« the Deputy Governor of the Bank of Korea,

« the President of the Korea Deposit Insurance Corporation, and the
» Govemor of the Financial Services Commission.

External Regulation

+ Totally 578 CUs from 920 inspected by External Inspection, 2014
« FSS/federation : full scope, not overlapped

« External Audit(CPA) : full scope, mainly Accounting

FSS External

Federation

Auditors (230 Cus-25%)

(23 Cus-2.5%) (608CUs-66%)

NACUFOK'’s Authority by CU Act (2/2)

3. Inspection for the

credit union affairs Monitoring by the branch offices

« to merge with another union

4. Administrative

disposition (penaty « take a proper measure to improve financial

state for example, disposition of assets,
downsizing

Planning & Coordination Team

« Planning and Coordination
* licensing

« Controlling unions received PCA

gl FINAVCAL SUPERVISONY SERWLE

Date of Establishment January 2, 1999

Establishment of Financial Supervisory

Sl Organizations

Banking Supervisory Authority
Securities Supervisory Board,
Insurance Supervisory Board, and
Non-bank Supervisory Authority

Four supervisory bodies
amalgamated fo one

o e o o

examination and supervision of financial
institutions but can extend to other oversight and
enforcement functions as charged by the
Financial Services Commission

Function

NACUFOK’s Authority by CU Act (1/2)

1. Demand to submit

’ to examine or inspect soundness in financial
business report

structure

Re-election, suspension of performance of
duties, or censure, in case of an executive;

2. Administrative « Disciplinary dismissal, suspension from office,
disposition(penalty salary reduction, censure, in case of an employee

« Caution or warning, in case of both

Structure of Supervisory System

(national Federation’s organization)

‘ President ‘
I

‘ Supervisory Director ‘
I

‘ Department manager ‘

Planning & Coordination Team(6)

Off-site Surveillance Team(10)

Inspection Team(14)

Inspection review & penalty Team(2)

Planning & Coordination Team

* Planning and Coordination

- Set up supervisory policy

- Communicate with FSS or FSC
- Issue or amend CU by laws

- Secretarial offairs(personnel,
budget)

v qufcaET afifaw Tied TS - 2050
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Planning & Coordination Team

Planning & Coordination Team -

« Licensing

- Conduit services for ; establish,
merge, dissolution

- Approval of ; amend arficles, open
new branch, adjust common bond,
subordinated borrowing

- Fit & Proper control; board members

Off-site Surveillance

« Monitoring unusual fransactions

* Managing unions of priority
control

- unions with static indicators
exceeding predefined level

* Managing unions of secondary
control

- unions with indicators varying
abnormally

(D) by Review financial indicators, Evaluate management status
(2) tier; MI Recommendation, MI Requirement, M Control
(3 apply different improvement measures from each tier action

-
Ll 1 - Administrative job/enrollment or release of PCA
- the regional office performs the action

- Secretarial duties for the Management Evaluation
Committee
- newly required or recommended & less than 1% unions are subject to
- financial indicators deteriorated

- Monitoring unions received PCA
- spot check by regional office : required(semiannually), recommended(annually)
- control with MOU by supervision department : underperformed unions

Team Off-site Surveillance Team

]

@
i
e

« Monitoring unusual

. 4 transactions = 4 AL '
ot | ) = Sy, LA,
; - abnormaility, / '}"\\ .

Off-site Surveillance Team Off-site Surveillance Team

* Monitoring unusual tfransactions

Monitoring all fransaction in CU

- Choose suspicious transaction and
On-the-spot examination or phone to

Auditors or President immediately

- Analyze Risk Factor and developing Risk Management System
- Research Financial Crime and moral Hazard

- Publishing case study for financial crime and open and share the
experience

- Educating To prevent money Laundering

- Inspect for Financial Crime, Moral Hazard (embezzlement...)

- Maintaining Early Warning system

(analyzing financial data for soundness)

Inspection planning team

- Set up inspection policy
- Annual inspection Planning

- Issue inspection order

- Manage fravelling inspector(contractual)

- Communicate with FSS or FSC

Task of each Team

* Inspection team

- Scheduled Regular inspection for Unions' Business affair
- Penalty for Violation or negligence for regulation or Law
- Examine for member complaints

- Educating internal auditor

v aqfcaET it ThER T - qom0



“fEN, TR I SNAaT IRT JFBI: TIAT JURAETUT Al BiFrard”

Task of each Team

+ Deposit insurance fund team

- Managing Depositor's Protection Fund

Others:. ] )
Service for internal Auditor

+ On the job Training

+ Regular Curriculum in Federation's Training Center(a fimes two
years.)

- compulsory to attend once a 4-year-term
+ Regional Branch's regular introduction program annually(1 days)
+ Distribute Auditing Manual
« Distribute research report for case study

for important supervisory issue

Management Status Analysis & Evaluation

+ Net capital ratio is Less

F Improvement recommendation than 2%
« Total Grade is better than
F Management control —‘

3, but Capital Adequacy
F Bankruptcy —‘

Management Status Analysis & Evaluation

.

o Net capital ratio is
CE B
F Bankruptcy —‘

or Asset Quality is under 4.

Depositor’s Protection Fund

- Compulsory Joining System

Funded from CUs for 0.3% per total deposits (Annually).

FY 2014. approximately 155million dollars from CUs

Guarantee Members Deposit up to $ 50,000 in case of CU
bankruptcy

Also using for Subsidies for Merge CU

Federation claim damage to Boards & employees

Eef?eroﬁon Accuse Boards & employees to the Prosecutor's
ice

Management Status Analysis & Evaluation

F Improvement recommendation —‘

F Management control —‘
F Bankruptcy —‘

Management Status Analysis & Evaluation

RECOMMENDATIONS:

1. Improvement in personnel
’7 Normal CU management and

organizational operation;

. 2. Enhancement in the efficiency
Improvement recommendation of business offices especially
branch office, Cost reduction;
3. Disposal of risky assets and
F Management control —‘ fixed assets;

4. Increase or decrease in
ankruptcy
F 5. Restriction onddistribution of
dividerdsTan

6. Recommendation of merger.

Management Status Analysis & Evaluation

RECOMMENDATIONS

1. Request for merger;

c 2. Restriction on holding risky
F Naliimel € assets and disposal of

such assets;

Improvement recommendation 3. Downsizing of organization
F and manpower;

4. Closure, consolidation or
F Management control restriction on opening of

5. Restriction on the level of
F Bankruptey interest applicable To

new branch offices;
deposits;

6. Request for improvement
of executives

v qufcasn it Tie MY - 20m0
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. f Management Status Analysis & Evaluation
Management Status Analysis & Evaluation . Z

T Normal CU —‘ T Normal CU —‘
F Improvement recommendation —‘ STATUS: F Improvement recommendation —‘
RECOMMENDATIONS
o Net capital ratio is
F Management control —‘ Less Thgn 15% F Management control —‘ o re-open
-15%

1. Self-effort
o Consequenqe of . 2. Federation’s fund
F large scale financial F support
accident(s) or 3. Merger

non-performing loans

o Bankruptcy

AR IR/
0’0 0’0 0’0
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