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Due Diligence Requirements

Company Name
Date
           Contact Information:


Expectations of the outsourced function

Objective/Scope:  (Why is the credit union entering this partnership?)
Describe the purpose, and how it will help the credit union
Vendor Duties:

Describe vendor duties, use black discs for bullet points
Vendor Responsibilities:

Describe vendor responsibilities, use black discs for bullet points
Credit Union Responsibilities:
Describe credit union responsibilities, use black discs for bullet points
Risk Assessment and Planning

Strategic Implications:

A component of the credit union’s strategic plan is to improve the profitability of the credit union.  Describe how the product/service will help the credit union (grow, save money, educate members)
Risk Factors:

The credit union recognizes that there are several risk factors associated with any outside vendor relationship.  In this section of the due diligence we address the various risk factors associated with this particular relationship.

Compliance Risk: Compliance risk exists when a third party vendor is not performing functions in accordance with either state or federal requirements.

This program carries Risk level (no, minimal, moderate) direct compliance risk.  Describe compliance risk level
Credit Risk: Credit risk centers on the “quality” of a credit union’s loan portfolio.  The theoretical impact would be increased delinquency and theoretically increased charge-offs.

This program carries Risk level (no, minimal, moderate) direct credit risk.  Describe credit risk level
Interest Rate Risk: Interest rate risk occurs when the market environment changes such that a loan or savings product is no longer priced at a level that produces a sufficient spread for a credit union.

This program carries Risk level (no, minimal, moderate) direct interest rate risk.  Describe interest rate risk level
Liquidity Risk: Liquidity risk is the funding risk that exists when a credit union may be unable to continue meeting member demands for share withdrawals and/or new loans.
This program carries Risk level (no, minimal, moderate) direct liquidity risk.  Describe liquidity risk level
Reputation Risk: Reputation risk exists when a third party vendor does not perform at the same standard as the credit union; damaging the reputation of the credit union in the marketplace.

This program carries Risk level (no, minimal, moderate) direct reputation risk.  Describe reputation risk level
Strategic Risk: Strategic risk exists when a credit union involves itself in a product or service that does not compliment the strategic direction of the credit union.  A component of the credit union’s strategic plan is to improve the profitability of the credit union through better marketing and growth.

This program carries Risk level (no, minimal, moderate) direct strategic risk.  Describe strategic risk level
Transactions Risk: Transaction risk exists when a credit union is dependent upon a third party to perform any transaction on behalf of the credit union.  This risk is mitigated through monitoring the transactions being completed by the third party.

This program carries Risk level (no, minimal, moderate) direct transaction risk.  Describe transaction risk level
Additional Risk Factors:
Criticality of vendor partnership, Expectations for vendor functions, Staff expertise to monitor vendor partnership, Insurance liabilities, Impact on members, Exit strategy.
Due Diligence
Financial Projections: Attached Exhibit A
Background Check:

Company Information:
Business Model: Attached Exhibit B
Company History/Longevity: Attached Exhibit B
Organizational Structure: Attached Exhibit B
Insurance/Licenses Information:

Insurances/Bond: Attached Exhibit C
Licenses/Certifications: Attached Exhibit C
Financial Information:
Annual Report: Attached Exhibit D
Audited Financials: Attached Exhibit E
Balance Sheet and Income Statement (Year-end): Attached Exhibit F
Cash Flow Analysis: Attached Exhibit G
SAS 70 Report: Attached Exhibit H
Reference/Background Information:

References: Attached Exhibit I
Supplemental Information:
Dun & Bradstreet, Attorney Generals Office, Better Business Bureau: Attached Exhibit J
Sample Credit Union Agreement/Contract: Attached Exhibit J
Summary of Pending or Threatened Litigation, Claims, or Suits: Attached Exhibit J
Exhibit A
Financial Projections
Financial Projections: Fill in or leave blank if attachment
The information below can be viewed by double clicking on the icon in electronic copy of this document.
Exhibit B
Company Information

Business Model: Fill in or leave blank if attachment
Company History/Longevity: Fill in or leave blank if attachment
Organizational Structure: Fill in or leave blank if attachment
The information below can be viewed by double clicking on the icon in electronic copy of this document.
Exhibit C
Insurance/Licenses Information
Insurance/Bond: Fill in or leave blank if attachment
Licenses/Certifications: Fill in or leave blank if attachment
The information below can be viewed by double clicking on the icon in electronic copy of this document.
Exhibit D
Financial Information
Annual Report: Leave blank if attachment
The information below can be viewed by double clicking on the icon in electronic copy of this document.
Exhibit E
Financial Information
Audited Financials: Leave blank if attachment
The information below can be viewed by double clicking on the icon in electronic copy of this document.
Exhibit F
Financial Information
Balance Sheet and Income Statement (Year-end): Leave blank if attachment
The information below can be viewed by double clicking on the icon in electronic copy of this document.
Exhibit G
Financial Information
Cash Flow Analysis: Leave blank if attachment
The information below can be viewed by double clicking on the icon in electronic copy of this document.
Exhibit H
Financial Information
SAS 70 Report: Leave blank if attachment
The information below can be viewed by double clicking on the icon in electronic copy of this document.
Exhibit I
References

References: List References or leave blank if attachment
The information below can be viewed by double clicking on the icon in electronic copy of this document.
Exhibit J
Supplemental Information
Dun & Bradstreet, Attorney Generals Office, Better Business Bureau: Fill in or leave blank if attachment
Sample Credit Union Agreement/Contact: Fill in or leave blank if attachment
Summary of Pending or Threatened Litigation, Claims, or Suits: Fill in or leave blank if attachment
The information below can be viewed by double clicking on the icon in electronic copy of this document.
This document has been developed to aid in meeting the due diligence requirements of the NCUA (Supervisory Letter No.: 07-01).  This document is disclosed to credit unions by W.C.U.L. Services Corp. to use as supplemental material only.  Credit unions cannot use or depend on this document to complete their due diligence. This document is confidential and for your reference only.  Its contents remain the property of W.C.U.L. Services Corp. and will be returned to W.C.U.L. Services Corp. when requested.
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