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Forward

Very important paisanos (countrymen) – the very people that cook your dinner at your favorite restaurant, turn down your bed after an exhausting all-day out-of-town meeting and construct many of the new homes in your neighborhood are the same individuals who are helping to not only feed, clothe and provide shelter for their families back home, but are also contributing significantly to the economic growth in their homeland.  Without remittances, many small communities in Mexico – and in other Latin America countries - would simply not survive.  

I am the son of a Mexican father and North American mother.  I have lived on both sides of the border and I understand and appreciate the plight of my fellow countrymen.  Millions of Mexicans cross the border each year seeking a better life in this “land of opportunity.”  They do not make the journey, which in many cases can be a dangerous one, because they want to leave their families, loved-ones – and their life behind, but rather they come to the United States out of necessity.

According to U.S. Census Bureau figures, approximately 13 percent of the population is of Hispanic origin.  More than 65 percent of Hispanics in the U.S. are of Mexican origin.  Mexico is the single largest source of both legal and unauthorized migration to the United States.  While more than 300 million legal crossings are reportedly made from Mexico to the U.S. each year, the Immigration Naturalization Services (INS) estimates that there are 1.3 million undocumented crossing - reportedly, as many as two-fifths of the adult Hispanic population in this country are here without documentation.

They come here because they know there are jobs waiting for them.  And even though many of these workers are forced to accept lower wage jobs – jobs that many of us would consider undesirable - it is still more than they would make in Mexico. 

But for those not authorized to be here, life is not easy.  They are forced to live in the shadows.  They are not criminals.  They simply want the same for their families as you and I do for ours.  They want to earn a descent living so they can put food on the table; they want to be able to raise their children in a safe, clean neighborhood; they want their children to get a quality education.  Even though many dream of going back one day to Mexico, they love the U.S.  They want what we all aspire to, the American Dream.

Mexicans are the new Americans.  They are enriching our culture and helping to shape our country, just as the immigrants before them did.  They are hardworking, honest, loyal and family-oriented.  Let’s bring them out of the shadows and into mainstream society.  Let’s give credit where credit is due – the new Americans are greatly needed and should be given the honor they deserve. 
Dr. Juan Hernandez

Remittances: An Overview

The definition of remittances is small periodic payments sent abroad.   But remittances are far more than that – they connect families who are separated by geography and borders.  They help bridge the income disparity that exists in many Latin American countries.  And for millions of families throughout Latin America, remittances are essential for their survival, and the survival of their communities.

According to The Remittance Process and the Unbanked study conducted by the Pew Hispanic Center and the Inter-American Development Bank’s Multilateral Investment Fund, Hispanic immigrants that participated in their study placed a high importance on remitting money – 27 percent of survey participants said sending money home was their top priority and 48 percent indicated it was second only to paying their own bills.  Only a small fraction (nine percent) did not seem to place a high priority on remitting.

For many Latin American nations remittances are a major source of revenue.  In 2002, remittances to Latin America and the Caribbean amounted to $32 billion – or about 2 percent of the region’s Gross National Product, according to an Inter-American Dialogue report.

In Mexico, remittances are second only to oil as the country’s largest source of income.  In 2003, as much as $14.5 million in remittances were sent from the U.S. to Mexico.  Reportedly, 18 percent of Mexico’s population (standing at approximately 100 million) receives regular remittances from the U.S., with the majority of remittance receivers being women.  In El Salvador, as much as 28 percent of the population regularly receives remittances.  In Ecuador, 14 percent of the population receives remittances regularly; in Central America, 18 percent.  

Beneficiaries of remittances to Mexico are concentrated in five western rural Mexican States: Guanajuato, Jalisco, Michoacan, San Luis Potosi and Zacatecas.  However, recent reports find a "high degree of movement of remittances" in the rest of the country as well.  

Recent increases in remittances have been attributed to better monitoring and a campaign to make money transfers cheaper and safer for Mexicans.  According to a report released in January 2004 by the Inter-American Dialogue, the emergence of credit unions and banks in the remittance business has driven the cost down for consumers.  It cites Western Union as an example.  In 1999, Western Union charged as much as $22 in fees (excluding exchange rate charges) to remit sums of $200 or less and by 2002 the cost fell to $10.  In countries with the most competition, the report finds that remittances tend to cost less and remittances cost one higher in those markets controlled by but a few companies (Cuba and Jamaica).

Remittances sent by Mexican immigrants on this side of the border are clearly making an important contribution to the economy in their homeland, but they are also helping to fuel the economy in the U.S. as well.
Approximately 69 percent of foreign-born Hispanics in the U.S. regularly send a fraction of their income home to support family members and other loved ones – about 10-15 percent.  The remaining 85-90 percent is spent here in this country, creating billions of dollars of purchasing power.
Financial institutions that provide remittance services not only provide people who clearly have a great need for such services to become a part of the formal financial system, but they also have the opportunity to make a real impact on these individuals’ lives.  Remittances should be seen as a tool for facilitating service to the immigrant community.  Remittances can be the “hook” that brings people into your credit union, and once they become comfortable using this service, it is up to you to sell them on your other products and services.  This is a truly win-win relationship.  The Hispanic consumer benefits from credit union membership by having a more affordable remittance option; no longer having to pay the high cost of check cashing services.  Also, as a credit union member, the Hispanic consumer now has access to a safe place to save and the ability to start building a credit history.  The credit union benefits by expanding and diversifying its field of membership, with the potential to dramatically increase its products and service usage, as well as revenues.

Market Information

Remittances are big business and there are many players.  Western Union and Money Gram are probably the most recognizable names in the industry, and they are indeed the big players.  Reportedly, 70 percent of remitters use Western Union and/or Money Gram, and just 2 percent of remitters use a credit union.  But does that mean credit unions cannot capture a bigger piece of the pie? Absolutely not.  Credit unions and banks are relatively new players in the remittance market, so it will take time – and effort – to penetrate the market.  The challenge for credit unions is attracting the largest remitter group – Hispanics – a large percentage of which are “unbanked.”

Reportedly, just four out of 10 Hispanic immigrants in the U.S. have an account at a financial institution – that is substantial when you consider that just under 10 percent of the total U.S. population is “unbanked.”  Key factors for not having a relationship with a financial institution: 

· Inexperience with the banking  system in their homeland and a perceived lack of need or benefit from having an account

· Perceived lack of necessary documentation to open an account

· Belief that credit unions/banks are for higher-income earners and not for those with modest wages

· Perception that not having an account is less costly

The result is that Hispanics spend billions of dollars at check cashers and payday lenders.  Fact: Texas ranks among the top five states in the nation for having the highest incidents of predatory lending.  Regretfully, if Hispanics continue to bank out of their back pockets, they will undoubtedly fall short of achieving financial stability.  Studies by the Center for Enterprise Development suggest that one of the most important indicators of a person’s ability to generate assets and accumulate wealth is the presence of an account.  

Credit unions should make every effort to encourage remittance senders and recipients to take full advantage of their products and services – doing so will provide them with a full range of economic opportunities.  FACT:  The unbanked typically pays a check casher fee of anywhere from 1 to 3 percent each time they cash a check.  A payday loan of $200 over a 14-day period could cost a consumer anywhere from $35 to $68 – that is of course if they do not roll it over.  Consumers Union (a non profit publisher of consumer reports) reports that consumers typically role over a payday loan 12 times before paying it off, which results in hundreds of dollars in fees.  

The more fees the unbanked pays for check cashing, payday loans, remittance services, etc., the less money they have for such things as purchasing a home, paying for their child’s education, covering health care emergencies, savings, etc.

The Consumer Federation of American and Freddie Mac recently came out with an analysis of data from the Federal Reserve Board, which reveals the typical median Hispanic American household holds a net wealth of just $11,400 compared to the net wealth of $86,100 held by typical median American.  The two organizations say there are a number of underlying factors that contribute to this disparity of wealth:

· Hispanics are younger than other Americans, so they have had less time to save and accumulate personal wealth. 

· Hispanic Americans are much less likely than other Americans to have spent as much time in the U.S. where they could learn and take advantage of wealth-building opportunities.  

· According to the latest census, 44 percent of Hispanic Americans are foreign-born whereas only 11 percent of the entire population is foreign-born. 

· The limited English proficiency of some Hispanic Americans has narrowed their employment and savings potential.  

· More than half of Texas' population along the border speaks Spanish at home and nearly 15 percent of Spanish speakers in Texas speak very little English. 

· Because Hispanic Americans are younger and have spent less time in the U.S. than have other Americans, their incomes are lower. 

· Hispanic Americans are far more likely than other Americans to send money outside the U.S. support family members.

IMPORTANT DEMOGRAPHIC CONSIDERATIONS:

· Hispanics are the fastest growing minority group – representing 32 percent of our state’s population

· Median age is 26.4 – nine years younger than the median age of non-Hispanics

· 30.6 of Hispanic households consist of five or more people

· Nationally, 35 percent of native-born Hispanics are bilingual 

· More than 30 percent of Texas’ population speaks Spanish as a first language

·  57.1 percent of Texas’ population along the 43 border counties speak Spanish at home

·  Nearly 15 percent of Spanish speakers in Texas speak very little English

· According to data from the U.S. Census Bureau, approximately 55 percent of Hispanics in the U.S. have high school diploma, compared to the national average of 82 percent 

· Avg. annual household income for Hispanics is $30,000 annually

MARKET SEGMENTATION

Note: There are three segments within the Hispanic market and each has different needs:

· Recent Immigrant

· More likely to be unbanked

· Lower education

· Spanish-speaking

· Financial service needs:

· Remittances

· Savings

· Check Cashing

·  Long-term Immigrant (second generation)

· Retention of heritage

· Bilingual/bi-cultural

· Less frequent remitters

· Financial service needs:

· Mortgages

· Credit cards

· Hispanic Heritage (third/fourth generation)

· U.S. Culture

· Maybe some Spanish from school 

· Not remitters

· Financial service needs:

· Same financial services as any member

OTHER MARKET INFORMATION

· 12  percent of the US workforce is now comprised of immigrants

· Approximately 44 percent of immigrant Hispanics have No financial institution relationship

· 87 percent of Hispanic adults believe that their "most important financial goal” is to leave something for their family 

· Hispanic buying power is increasing faster than any other minority group in the nation

·  By 2007, Hispanic purchasing power in Texas alone is expected to exceed $93 billion

Profile of a Remitter
The typical remitter is: 

· Young adult Hispanic male

· U.S. resident 10 years or less 

· Has immediate family abroad

Research indicates that:

· 46 percent of remitters earn less than $30,000 a year

· Nearly 50 percent of remitters send money home once a month

· 38 percent of remitters send (average) $200 a month

· 70 percent of remitters use Western Union or Money Gram

· Females are by in large the primary recipients of remittances

· In Mexico, 54 percent or remittance receivers are female

· In Central America, 63 percent 

· In Ecuador, 66 percent 
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The longer an immigrant stays in the U.S., the less money they are likely to continue remitting to their communities of origin, finds the “Remittances Senders and Receivers: Tracking the Transnational Channels” report.

One reason for the decline in remittance usage among long-time residents might be that family members whom they once supported with regular remittances have joined them in this country.  Studies have also found that the longer immigrants stay in this country, the more they devote to major expenses such as home purchases and over time bonds and relationships change.  

According to the U.S. Census Bureau, some foreign-born groups are more likely to own homes than people born in the United States.  For Hispanics, the rate of homeownership is 63 percent for naturalized citizens, compared to 54 percent rate for U.S. born-Hispanics.  Homeownership rates generally increased for both naturalized-citizen householders and non-citizens the longer they resided in the country.   The 62 percent homeownership rate for naturalized Latin Americans in 2002 was nearly six percentage points higher than the rate in 1994. 

While there might be every indication that remittance usage drops the longer a person resides in the U.S., it is not likely that we will experience a sharp decline in interest – or volume - for the service anytime soon.

Given our close proximity to Mexico, it only makes since that Mexico is the single largest source of both legal and unauthorized migration to the United States.  Mexican immigrants are increasingly committed to raising their families on this side of the border.  Nearly 340 million legal crossings are reportedly made from Mexico to the U.S. each year, and according to the INS, an estimated 1,200 people try to cross into the U.S. without proper documents every day.  

International Remittance Network (IRnet)

IRnet was developed by the World Council of Credit Unions in partnership with the Vigo Remittance Corporation, an organization that has been offering international money transfer services as a bonded, licensed and regulated non-bank financial institution for more than 20 years. 

IRnet is a safe and economical way for credit unions to send money internationally and domestically.  Money can be sent to 35 countries, including all of Latin America.  Domestically, money can be received at over 3,200 locations in 38 states.  In Mexico alone, funds can be received at over 7,000 combined locations of Bancomer, Banorte, Bital, Bancrecer, Telecom and more.  

NOTE: TCUL signed in 2002 a people to people partnership with the Caja Popular Mexicana (CPM) – the largest credit union in Mexico.  In September 2003, the CPM joined IRnet.  Between August 2003 and year-end 2003 CPM received 2,977 remittances for $1.2 million – however very few came from U.S. credit unions. 

With IRnet, credit union members can send up to $1,000 to Mexico for only $10. The receiver is not charged any fees for receiving money and does not have to be a member of the paying credit union.

The Greenlining Institute conducted a survey of wire transfers in the Los Angeles (LA) market and found that IRnet was clearly the best option for providing affordable international remittances.

The Greenlining Institute is an organization dedicated towards improving the quality of life for low-income and minority communities.  Their survey found that the cost for a simple remittance up to $300 with exchange rate conversion amounts to $15 for IRnet, whereas Bank of America charges $18 and Moneygram charges $20.  The cost to send a remittance using Western Union is $21, Wells Fargo - $25 and Citibank is $31.  Using IRnet, the cost of foreign exchange conversion is fixed at a maximum 2.5 percent, whereas the competition ranges from 3-6 percent.  

What does the credit union earn by offering IRnet?  

Of the $10 fee charged to the member, the credit union retains $6; Vigo earns $3 and WOCCU receives $1.  The distributing offices earn revenue from the foreign exchange.

Regulatory Considerations

Office of Foreign Asset Control (OFAC) is a division of the U.S. Treasury Department which administers and enforces economic and trade sanctions against targeted foreign countries and their agents, terrorism sponsoring agencies and organizations, and international narcotics traffickers based on U.S. foreign policy and national security objectives.  Credit unions are required to screen existing accounts, new accounts and all transactions against OFAC's listings.  All blocked or rejected transactions must be reported to OFAC within 10 days.  The report should include a description of the action taken with copies of payment orders and other relevant documents. A comprehensive report of blocked assets must be made annually. 
The IRnet system does real-time monitoring of transactions against the Specially Designated Names (SDN) list from the OFAC.
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Providing wire transfer services for non-members: Generally speaking, check cashing and money transfer services are limited to members. However, a National Credit Union Administration (NCUA) opinion letter states that there are three ways in which a federal credit union (FCU) may seek to meet the needs of persons within their field of membership but not yet members (see NCUA Legal Opinion Letter 02-0250).  

FIRST: federal credit unions may establish a simplified membership program. Separate non-dividend bearing share accounts with minimal par alue could be set up for non-members who only want wire transfer services. Or, the federal credit union could pay the initial share in the special account from its own funds or by contributing a portion of the fee from the first wire transfer. 

SECOND: with appropriate limitations, a federal credit union may provide wire transfer services to non-members as a promotional activity pursuant to its incidental powers. Marketing activities to promote membership are a permissible exercise of a federal credit union's incidental powers.  NCUA expressed that providing wire transfers on a limited basis would be a permissible marketing activity. However, the marketing program must not become a substitute for membership, so appropriate limitations must be placed on the period of time or number of times an individual may use the service before joining the federal credit union. (12 CFR 721)

THIRD: a federal credit union may provide wire transfer services to non-members as a charitable activity in appropriate circumstances. Federal credit unions have authority to make charitable contributions to organizational recipients or individuals, so long as they are residents of an area where the federal credit union has a place of business (NCUA Rules and Regulations Section 701.25).  Remember that federal credit unions must still comply with record keeping and reporting requirements applicable to wire transfers, such as OFAC rules and Department of Treasury rules. Additionally, once completed, credit unions will be required to follow regulations developed by the Treasury Department and the financial institution regulators under the USA Patriot Act.

Texas IRnet Participants:

1st UNIVERSITY CU (Waco)



ABILENE TEACHERS FCU

AMARILLO COMMUNITY FCU

AMOCO FCU (Texas City)

ASSOCIATES MUTUAL CU (Houston)

BORDER FCU (Del Rio)

CAL-COM FCU (Port Lavaca)




C-E FCU (Houston)






CENTEX CITIZENS CU (Mexia)




CHOCOLATE BAYOU COMMUNITY FCU (Alvin)

CITY CU (Dallas)




 

COMMUNITY CU (Plano)





CONCHO EDUCATORS FCU (San Angelo)


DOCHES CU (Nacogdoches)




EAST TEXAS PROFESSIONAL CU (Longview)


EDINGBURG TEACHERS CU






EL PASO AREA TEACHERS FCU

FIRST CENTRAL CU (Waco)




FIRST COMMUNITY CU OF HOUSTON


FIRST EDUCATORS CU (Houston)




FIRSTMARK CU (San Antonio)





FORT BLISS FCU (El Paso)

FORT WORTH CITY CU


 
GALVESTON COUNTY FCU (Texas City)


GENCO FCU (Waco)

GOVERNMENT ECU OF EL PASO
HOUSTON FCU

HOUSTON POSTAL CU
KILOWATT FCU (Harlingen)

LA JOYA AREA FCU

LAREDO FCU (Laredo)

LONE STAR CU (Dallas)
MEDICAL COMMUNITY CU (Odessa)

MEMBERS CHOICE OF CENTRAL TEXAS FCU (Waco)

MEMBER PREFERRED FCU (Saginaw)
MEMBERS TRUST OF THE SOUTHWEST FCU (Houston)

MESQUITE CU

MONUMENT AREA FCU (Deer Park)

MOUNTAIN STAR FCU (El Paso)

MY FEDERAL CREDIT UNION (Bedford)

NAFT FCU (Pharr)

NEIGHBORHOOD CU (Dallas)

NORTH EAST TEXAS CU (Lone Star)

OAKTREE FCU (Houston)
OMNIAMERICAN CU (Fort Worth)

PRIMEWAY FCU (Houston)
RANDOLPH-BROOKS FCU (Universal City)

RIVER CITY FCU (San Antonio)
SAN ANGELO FCU

SAN ANTONIO CITY EFCU

SAN ANTONIO FCU

SAN JACINTO AREA CU (Pasadena)

SECURITY 1st FCU (McAllen)

SECURITY SERVICE FCU (San Antonio)

SHELL EFCU (Houston)

SOUTH TEXAS FCU (McAllen)

ST. JOSEPH'S CU (San Antonio)

TEXAR FCU (Texarkana)

TEXAS CREDIT UNION SERVICE CENTER, INC.

TEXAS CROSSROADS FCU (Victoria)

TEXAS HEALTH RESOURCES CU (Dallas)

UNION SQUARE FCU (Wichita Falls)

UNITY ONE FCU (Fort Worth)

UNIVERSITY FCU (Austin)

VELOCITY CU (Austin)

WESLACO CATHOLIC FCU

WEST TEXAS CU (El Paso)

Effective Marketing Tactics

According to the Pew Hispanic Center, less than one quarter of all Hispanics in the U.S. who have accounts at a credit union or other financial institution, realize that many of these institutions offer remittance services.  If these individuals that already have a financial institution relationship are not aware of the products and services available to them, we can only assume that the 45-60 percent of Hispanic immigrants that are unbanked have even less knowledge.

The center’s study further concludes that nearly all users of remittances consider themselves not well informed about the ways to send money internationally.  However, a sizeable number of remitters indicated that they would switch to a financial institution to send money transfers, but only if the service offered lower fees and better exchange rates.

METHODS USED FOR SENDING MONEY:

· Checks: 3 percent

· Courier/Cash: 15 percent

· Money Orders: 6 percent

· Electronic Transfers: 76 percent  

Again, 70 percent of remitters say they use Western Union or Money Gram and only 2 percent use a credit union.  This certainly does not indicate a lack of interest in IRnet, but rather a lack of education.  In order to switch from their current provider, the consumer must become well-informed of their options – it is up to the credit union to be the “educator.”

The key is for credit unions to recognize Hispanics as a viable market.  Do your homework - an analysis of the demographic make-up in your community is essential:

·  Immigrant population

· Country of Origin

· Preferred spoken language

· English proficiency of your target market 

· Typical person’s literacy level in the native language

· Familiarity with financial institutions in the United States and knowledge of product and service offerings such as remittances

Be sure to keep in mind that more than 30 percent of Texas’ population speaks Spanish as a first language and 15 percent of Spanish speakers in Texas speak very little English, so having a Spanish language infrastructure in place is essential.
SUGGESTIONS FOR MARKETING IRnet

· Word of mouth has by far been proven the most effective method
· Offer current users incentives for referrals

· Encourage tellers to cross-sell and inform members about the service

· Offer new members one or two free transfers as a “thank you” for opening an account

· Consider developing internal policies on serving undocumented individuals and forms of acceptable identification for opening accounts (see attachments in the back of this booklet on serving the undocumented and information on the matricula)

· Get involved in your Hispanic community.  

· Participate in Hispanic cultural celebrations

· Take advantage of Partnership Opportunities

· Join or get involved in Hispanic churches

· Provide adult financial education training in your community

· Connect with local organizations that help spread your message. Suggestions:

· Hispanic Chamber of Commerce

· Local Mexican Consulate’s Office

· Public Schools

· Civic organizations

· Hispanic community leaders

· Local Hispanic television and radio stations

· Non-profit immigrant support centers

· Submit letters to the editor – talk about the benefits and importance of IRnet

· Be prepared to discuss advantages of credit unions in general – commitment to service, social responsibility, being member-owned, etc.

· Send news releases explaining the IRnet service

· Invite media to participate in benchmark events relating to IRnet

· Make sure you are prepared to give an interview on the spot

· Have written materials to distribute to the media

· Advertise on Hispanic radio and television

KNOW THE BENEFITS OF OFFERING IRnet:

· As much as 33 percent cheaper than Western Union 

· Recipients do not need to have an account to pick up funds. 

·  IRnet does not charge foreign recipients any fee for accepting transfers

· Exchange rates are consistently better than the competition.  

· Three minute phone call included in the cost of the service for Mexico

More Tips for Tapping into Market
· Have a branch located in their neighborhood

·  Offer extended hours of service

·  Offer broad range of bilingual services:

·  Bilingual staff

· Remittances

·  Interactive voice response

·  ATMs

·  Call Centers

·  Web site

· Use Hispanics to Reach Hispanics

·  With marketing materials, use Hispanics to sell products/services

· Make marketing pieces informative/educational

· Develop family-oriented marketing materials

· Don’t come across too “sales pitchy”

· Don’t be too aggressive – tone it down

· Make sure appropriate products are sold to the right segment of the Hispanic community

· Promote diversity in your workplace

·  Develop clear procedures for frontline staff to follow

·  Train frontline staff to deal with multilingual members and to be sensitive to cultural nuances

· Consider creating a “team” whose purpose is to examine the needs for bilingual staff and services, as well as explore potential parameters for financial compensation for bilingual staff.

·  Invest early on as brand loyalty is strong among Hispanics

BEST PRACTICES:

Government ECU of El Paso

Chocolate Bayou Community FCU

East Texas Professional CU

Government ECU of El Paso
Harriet May, CEO
International remittances are a 'win-win' for credit unions and their members.  The International Remittance Network (IRnet) not only enhances member services at the credit union, but also serves as an alternative to predatory financial practices.  IRnet is a good solution for credit unions in serving the underserved.  It serves as a safe, secure economical means for people to send money back to their families.  

Government ECU of El Paso serves a nearly 80 percent Hispanic community and is located on the border of Cd. Jaurez, Mexico.  Since conducting its first IRnet transaction in October 2000, remittances at the credit union have totaled $637,000.  The credit union averages 68 remittances a month, each totaling between $300 and $500.  The majority of these remittances are to Mexico (with five percent going to countries in Latin America, Europe and India).

The credit union’s IRnet operations are centralized at one branch, with facilities balancing to VIGO GL and one PC devoted to Vigo software.  Questions and answers are provided by employees who specialize in providing the service.  

Members find the service convenient - no lines - and the low fees.  The credit union has 50 “regulars” who send monthly remittances to Mexico.  These members’ needs range from those vacationing in Mexico unable to use their debit cards to a member who sends money to his fiancée who is saving for a wedding.

Why does the credit union offer IRnet?  May suggests that offering the IRnet has helped her credit union build relationships and contribute to fee income, while providing a competitive advantage.  

Below, May addresses some frequently asked questions about IRnet:

· How does the cost of IRnet compare to, for example, wire transfers and international commercial money orders?  "Generally speaking, IRnet fees are $10 (for up to $1,000).  

· How long does it take the transaction to be processed (from sending to receipt by receiver)?  "It depends on where the transaction is being sent.  Most of the time, it takes 45 minutes to one hour.  Sometimes it can take up to 48 hours to receive if sent to countries outside this hemisphere." 

· Who is responsible for converting the U.S. dollar transaction into the local currency?  "The final destination is responsible for changing from U.S. dollars to the national currency.  However, as part of the IRnet agreements and software, you can disclose to the member at the time of the transaction the final amount to be received fully adjusted for the exchange rate." 

· How is daily settlement accomplished?  "Most credit unions have their corporate accounts directly debited daily via U.S. Central's automated settlement system." 

· Have there been any losses for the credit union?  "We have not experienced any losses to date.  We did our first IRnet transaction in October 2000." 

· Is there a maximum dollar amount per transaction for remittances?  “There is a sending maximum of $10,000 through the software – or you need to follow a separate procedure.  If the amount exceeds this, various compliance documents must be sent to VIGO, similar to CTR information.”

· Where is the money disbursed in Mexico and South America?  How many disbursement points are there?  “There are various banks that receive and disburse the funds.  There are also various companies which also disburse.  There are over 7,000 locations in Mexico where money can be received.  The Caja Popular Mexicana (CPM) is able to receive and disburse remittances.”
· Are there plans to expand the IRnet to Africa and the Philippines, for example?  “Presently, we have the ability to send remittances to 35 different countries, including the Philippines and parts of Africa, Europe, Asia and all of Latin America.  A listing of the countries is available from the World Council of Credit Unions (WOCCU).  We almost entirely send to Mexico.”
· How are transactions submitted to IRnet?  On-line?  Batch transmission?  “The transactions are submitted in an on-line method via batch.”
· Can transactions be reversed?  What protection exists for miss sent wires?  “The transaction can be reversed by faxing a cancellation form to VIGO.”
· Does IRnet work in reverse?  Can someone in South America send money to stateside?  No
· Have there been issues with receivers obtaining funds from disbursement points? “We have experienced challenges when the name on the remittance does not exactly match the identification presented.  In addition, it is beneficial that the receiver know the exact amount they are receiving.”
Chocolate Bayou Community FCU
Lynette Webb-Rambo, Vice President of Marketing & Business Development

Chocolate Bayou Community FCU (Alvin) understands the importance of embracing New Americans in order to help this underserved group achieve their financial goals.  One key component of the credit union’s Hispanic outreach initiatives includes international remittances.  

The credit union offers low-cost money wire transfers to Mexico through the International Remittance Network (IRnet)/VIGO.  Members can wire up to $1,000 to certain parts of Mexico for as little as $10, as well as utilize a free phone call to inform the party on the receiving end.  

In 2003, the credit union sent 105 wires and almost $45,000 through the IRnet system.  Approximately 80 of those wires were sent to Mexico.  Others were sent to Brazil, Peru, Colombia, and El Salvador.  In 2003, the average fee to the member to wire money through IRnet was $10.92.  

Chocolate Bayou Community FCU also realizes that a full commitment to serving new Americans means more than offering just IRnet. The credit union, through its Hispanic outreach efforts, “strives to bring the whole community together for a common cause of celebrating and understanding our cultural and ethnic diversity,” says Rambo.  

Chocolate Bayou Community FCU has received the State and National Dora Maxwell Social Responsibility Award two years in a row because of its involvement in the Hispanic community and the credit union’s annual Cinco de Mayo celebration.  
Instrumental in starting Alvin’s first community-wide Cinco de Mayo event in 2002, the credit union is now in the third year of planning the celebration, along with LULAC Council 4729, Alvin Community College, the City of Alvin, Alvin Police Department, Alvin Independent School District Police, and other volunteers.  Proceeds from the event, which is held at a park in the Barrio neighborhood, go toward educational scholarships for students attending Alvin Community College. “The main focus of this event is education - staying in school and higher education,” Rambo notes. Youth groups are also involved at the event in order to participate in such activities as the bringing in of the colors, singing the national anthems, the pledge of allegiance, performances, and featuring past scholarship recipients.

“The Cinco de Mayo event was started as a relationship-building & trust-building tool for the credit union within the Hispanic community,” Rambo notes.  “It continues as an effort to build a consistent relationship with this community and to show that we care and are here for the long haul.  This Cinco de Mayo event is much more than just a ‘feel good’ festival.  It promotes community services many people might not know about except for seeing them represented at the event.  It's also a positive relationship-building tool for our Police Department, our Community College, and our school system.”

“In addition, the event is an opportunity to introduce financial services and some basic financial education to people who may otherwise not have access to it.  It's also a way for us to provide information to this group, including our bilingual brochures, give-aways, etc., to help them remember us and to encourage them to ‘share’ their experience with us with friends and family,” she continues.  

The credit union also serves this growing group of New Americans through a variety of other services.  These outreach initiatives are detailed below:

· Serving the Undocumented: Chocolate Bayou Community FCU provides financial services for undocumented individuals.  The credit union accepts alternate forms of identification (such as the Mexican Matricula card or an Individual Tax Number) in lieu of a social security number.  As of Jan. 31, close to 140 savings accounts for undocumented individuals have been opened at the credit union.

· Educational Seminars & Programs: Chocolate Bayou Community FCU has been involved in sponsoring and staffing two financial aid/scholarship seminars hosted by HOLA (Hispanic Outreach Local Area), Alvin Community College (ACC) & Alvin Independent School District (AISD) in 2002 and 2003.  The credit union also works with Communities in Schools to conduct basic financial education seminars for Hispanic women going through classes to learn English and increase skills.  In addition, the credit union provides, free-of-charge, NEFE High School Financial Planning Program® materials in English, Spanish or English as a Second Language for educators and youth groups interested in teaching the course.  Materials are available through partnerships with the National Endowment for Financial Education (NEFE) and Cooperativa Comunitaria Latina de Crédito in Durham, North Carolina.
· Bi-lingual Staff & Materials: In 2002, the credit union hired Alvin Community College to teach a six-week on-site basic workplace Spanish class for key frontline staff.  The credit union currently has seven staff members who speak Spanish, four of which serve as translators.  In addition, the credit union provides a bilingual Products & Services brochure, several financial education leaflets in Spanish, and a basic information link in Spanish to the credit union’s website at www.cbcfcu.com.  “It should be noted that it has taken us two years from when we started our outreach efforts to actually get a bilingual brochure and start adding Spanish sections to our website,” Rambo adds. “It has been a process and not one we've rushed into for the sake of rushing into it.  We've had to start humble and work up to it to ensure we had the personnel in place that could meet the translation needs of our Hispanic members.”

· Spanish Advertising: Chocolate Bayou Community FCU is entering its third year for having a year-round, local billboard in Spanish.  In addition, the credit union recently rolled out its first Spanish radio advertising and public awareness campaign – specifically emphasizing safe money handling practices, membership eligibility requirements at the credit union, and saving money for the whole family.  Ads will air on two Hispanic radio stations targeting Brazoria County from February through June of 2004.
East Texas Professional CU

Tommy Kirkindoll, CEO

Like in so many communities across the country, the Hispanic population in Gregg County is experiencing tremendous growth.  In 1990, there were less than 4,000 Hispanics in the county, accounting for approximately 3.5 percent of the population (78 percent of the population in 1990 were white).  By 2000, the Hispanic population had increased to 9.1 percent of the total population (7.7 percent of which are of Mexican origin) and the white population has actually dropped by nearly 4 percent.  In neighboring Harrison county, the Hispanic population increased by 3.1 percent from 1990-2000, while the white population has increased by just 1 percent over the same period.    

Tommy Kirkindoll, CEO of East Texas Professional CU (Longview), says the credit union recognizes the tremendous market opportunity in its Hispanic community and is making efforts to reach out.  One way in which the credit union is doing this is through remittances.  East Texas Professionals CU began offering IRnet in 2002.  While the remittances market is highly competitive, Kirkindoll says the credit union is not at all intimidated because they are confident that what they are able to provide is a much better product. 

The key, Kirkindoll says, is educating Hispanic consumers that they have a choice.  The credit union has partnered with a local Hispanic organization, whose mission is to serve as a resource to Hispanics that are new to the area, and familiarize them with the community and the resources available to them.  With this partnership, Kirkindoll says they’ve been able to meet one-on-one with the very market they are trying to serve and have had the opportunity to speak to large groups about the various products and services available to them at the credit union, including remittances.

East Texas Professional CU has advertised in the local Spanish newspaper and on Hispanic radio, but Kirkindoll says they’ve have much greater success through their involvement with the Hispanic coalition and also through word of mouth.    

“Many of the individuals we are trying to reach have had little or no experience with a financial institution.  It requires a little more work – and a lot of patience - on the part of the credit union to educate them on what a credit union is and what the benefit is to them to have a relationship with you,” Kirkindoll says.  “Again, keep in mind their lack of experience.  You have to go back to the basics, explaining what a checking account is; why it’s important to save; what a credit score is and why it’s in their best interest to have a good credit history, etc.”

Credit union staff should be trained on how to work with Hispanic members, and having a bilingual staff is critical.  “Often times you are dealing with the entire family, not just an individual.  I’ve seen parents come in with their children, and their children’s grandparents.  It’s wonderful to see how intently the children listen and how involved the entire family is in making financial decisions,” Kirkindoll adds.   

Going back to remittances, Kirkindoll says credit unions can compete with the other players in the industry, but staff must be educated on the product and understand the benefits and advantages of the product.  Credit unions will also have to do their due diligence in educating consumers about the product.

“Taking on this new market has its challenges – there is the issue of awareness, or rather lack there of.  And credit unions will have to overcome the language and cultural barriers.  Credit unions should also anticipate that these members will require – at least initially - a little more attention than non-Hispanic members,” Kirkindoll says.  “While we certainly had a lot of concerns and questioned whether this was a viable market, we quickly learned that it was and tossed out any misconceptions we had about the Hispanic market.”

One misconception that was “tossed out” is that Hispanics don’t have money.  Kirkindoll says it didn’t take them long to realize that many of these people do in fact have a great deal of money – they’ve just been keeping it under their mattresses.  Since taking on this initiative, Kirkindoll says they’ve added as many as 1,000 new members.  

Adjustments that the credit union has made since opening its doors to this market:

· Addition of a bilingual services section in the credit union’s branch

· Evaluation of product/service mix, which lead to the addition of IRnet

· More bilingual staff to work with Hispanic members

· Creation of a Spanish version of its web site 

· Acceptance of the Matricula Consular as alternative form of identification

· Increased flexibility in underwriting guidelines

· Alternative credit scoring for those that lack credit histories

Serving the Undocumented – Source: TCUL’s Compliance Manual

MEMBERSHIP ELIGIBILITY
Both state and federally chartered credit unions in Texas may offer membership to non-U.S. citizens, including undocumented persons, who otherwise fall within the credit union's field of membership. (See e.g., NCUA OGC opinion letter #92-1119, Dec. 21, 1992.)  Membership is necessary in order to provide most services, including wire transfer of funds. 

IDENTIFICATION 
In determining a non-U.S. citizen's eligibility for membership in a credit union, the credit union must review the potential member's identification. The following are typical forms of non-U.S. citizen identification that may be considered satisfactory identification.

Permanent Resident Card (Green Card or Alien Registration Receipt Card) 
This card is normally issued with a 10 year expiration date. Cards issued between 1979 and 1988 do not have an expiration date. The expiration date does not mean that the member will lose permanent resident status on that date. The expiration date is simply an administrative feature for the INS. When a Permanent Resident Card expires, it is approximately a 10-12 month process to receive a new Permanent Resident Card.  

It may be illegal to discriminate against a cardholder based on the expiration date, such as denying a person employment.

TX Drivers License 
A non-U.S. citizen may apply to receive a Texas Drivers License with an INS document with verified data and identifiable photo or a valid passport issued by a foreign country with a valid U.S. visa.  Without these items, the applicant must show one piece of documented identification plus one or more pieces of supporting identification as specified by the Department of Public Safety.

Social Security Number 
The Social Security Administration is the agency responsible for issuing social security numbers. The agency issues three (3) types of Social Security cards: 

· The most common type of card bears the name and social security number and allows the cardholder to work without restrictions. 

· "Not Valid for Employment" - These cards are issued to people from other countries who are lawfully admitted to the U.S. without work authorization from the INS, but who need a number to receive a benefit or service. 

· "Valid for Work only with INS Authorization" - This type of card is issued to people lawfully admitted to the U.S. on a temporary basis with INS authorization to work.

Passport
Must be valid and current.

IRS Form W-8BEN
Non-resident aliens should complete this form to indicate that the credit union should not back up withhold interest income because it is not subject to foreign-person withholding.  It is a secondary, supporting form of identification.  This form defines a foreign person as someone residing in the U.S. less than 183 days per year.

ITIN 
Individual taxpayer identification number shown on IRS form W-7. The ITIN is normally for non-resident or resident aliens who are not eligible for a social security number but must be able to provide a taxpayer identification number. This number is issued for tax purposes only and should only be used as a secondary, supporting form of identification. The ITIN is not a valid form of identification to prove immigration status or an individual's right to work.   

Birth Certificate
Voter Registration Card
SERVING UNDOCUMENTED INDIVIDUALS 
Credit unions that provide services to undocumented individuals generally do so in one of four ways:

1. Open an interest bearing account with a signed W-8BEN form from the account holder,

2. Open a joint account with the undocumented person and a primary account holder who has proper documentation, or

3. Open a non-interest bearing account.  This does not require a W-8BEN form or reporting to the IRS.  The credit union should document that this is a voluntary choice of the member. 

4. Open an interest bearing account with an Individual Taxpayer Identification Number (ITIN)

If the credit union opens a non-interest bearing account in the individual's name, it should obtain some identification consistent of the requirements of section 326 of the U.S.A. Patriot Act in the form of a valid and current passport, or, if the individual is a citizen of Mexico, a Certificado de Matricula Consular (Consular Registration Form). This should be supplemented with any other form of identification the individual can provide.

OBTAINING AN ITIN 
A non-resident alien is not required to obtain an ITIN for use with a W-8BEN.  However, a W-8BEN that also includes an ITIN is valid for as long as the individual's status and other relevant information remain unchanged.  A W-8BEN that does not have an ITIN is only valid for three years.  

An ITIN can be obtained from the IRS by completing a W-7 (or in Spanish W-7) form.  These forms can be received by calling 1-800-TAX-FORM (messages available in Spanish) or on the Internet (in English) or (in Spanish).  The individual must provide documentation substantiating foreign/alien status, his or her true identity, such as a passport or notarized identification and evidence of a need for an ITIN for tax purposes.  This includes evidence of a “bank” account or tax return.  

The IRS specifically states on the form that application for an ITIN will not interfere with an individual's immigration status.  While there may be concern by undocumented individuals about getting registered "in the system," the IRS will not normally share this information with the INS.  

IRS REPORTING
Member has ITIN.
If a member has an ITIN, he or she can complete the Form W-9 either on the credit union's signature card or as a separate document.  If the member intends to apply or has applied for an ITIN, he or she may write, "applied for" in Part I of Form W-9.  The member has 60 calendar days from the date the W-9 is received to provide the ITIN.  If it is not received by then, the credit union must begin backup withholding.

Since credit union dividends or interest earned by an non-resident alien is not subject to backup withholding, a member with an ITIN may wish to complete a Form W-8BEN, claiming an exception from withholding and reporting on Form 1099-INT.  That form will be effective so long as it is on file at the credit union and the member's circumstances do not change.  

Member lacks ITIN.
Undocumented individuals or non-resident alien members who do not have an ITIN should also complete a Form W-8BEN claiming an exception if they are “foreign person.”  The credit union must keep the W-8BEN on file, and does not have to file a Form 1099-INT for that person.  The W-8BEN is only effective from the date the form is signed until the last day of the third succeeding calendar year, unless there is a change in circumstances.  A Form 1042-S must be filed if the member is a Canadian resident.

Credit unions are under no legal obligation to report to the IRS or the INS the undocumented status of a person unless served with a subpoena. 

Matricula Consular
The Matricula Consular (Matricula), also referred to as the Certificate of Consular Registration, is an identification (ID) card issued to Mexican citizens by the Mexican Government.  Matriculas are named from the Spanish word "matricular," which means to register.  The cards originally were made for identification of Mexican nationals when they are outside of Mexico, for use when re-entering Mexico, and to track Mexicans living abroad.  They are issued by the Mexican government, and look much like our drivers licenses, with a photo on the front. The card also features a strip on the back similar to that on a credit card.  

The Matricula Consular includes a person's name, birth date, birthplace, permanent and temporary residence, date of issue, expiration date, the consulate that issued the card and an identification number issued by the Mexican government.  In order to obtain a Matricula Consular a Mexican native must have an original birth certificate, a photo identification from Mexico such as a voter's card or a Mexican driver's license and something to prove they now live in the United States, such as a water or gas bill with a local address.  Security features include lamination, a watermark and a magnetic strip. The Matricula is normally valid for a period of five years, but can be issued for lesser terms as indicated by the expiration date. 

As required under the USA PATRIOT Act, the Treasury Department issued final rules requiring financial institutions to set up a Customer Identification Program (CIP).  The final rules allow credit unions to implement a risk-based CIP.  Despite numerous comment letters seeking clarification, the Department of Treasury did not definitively state in the final rules whether or not the Matricula was an acceptable form of identification.    

As a result, under the final rules, each credit union must make its own risk-based determination regarding the acceptance of the Matricula as proper identification to open an account, cash checks, or transact any other credit union business. 

Approximately 80 cities nationwide officially accept the use of the Matricula Consular, including Dallas, Corpus Christi, San Antonio, Laredo and Austin.  Several major banks, including Bank of America, US Bank and Wells Fargo, also accept the identification card as part of acceptable identification to open accounts.  Many credit unions have also made the decision to accept the Matricula. 

What the Regulators have to say about the Matricula

"The Mexican Matricula Consular cards are working effectively as a form of identification from our experience.  For a non-citizen without a taxpayer identification number, current regulations permit financial institutions to accept other government-issued documents evidencing nationality o residence and bearing a photograph or similar safeguard.  A Matricula card meets all the requirements set out in regulations by the Treasury Department.  As the Hispanic population continues to grow in this country, the Matricula Consular card is a necessary component to provide services to this unique population within the United States.  We recognize it as a legitimate identification source for an individual to become a member of a credit union and work closely through our Office of General Counsel to assist credit unions in the effective use of the Matricula card," stated NCUA Chairman Dennis Dollar in testimony before the US House Subcommittee on Financial Institutions and Consumer Credit on June 26th.

- Dennis Dollar
Chairman, National Credit Union Administration

Generally, it would be the position of the Credit Union Department that any genuine identification issued by a foreign government with a unique identifying number should be acceptable identification, however, given the fact that in this situation the USA Patriot Act is a Federal Law, we defer to the opinion of the NCUA as to what is suitable. 

·  Harold Feeney
Commissioner, Texas Credit Union Department 
NOTE: State chartered credit unions are governed by Section 123.212 of the Texas Finance Code (added by HB  1307, effective Sept. 1, 2003) which allows credit unions to sell to a person in their field of membership (not a member) negotiable checks, money orders, etc.  Credit unions may also cash checks or money orders for a person within their field of membership (for a fee.)
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