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INTRODUCTION

Purpose of the Study. It is the purpese of this study to make a

deseriptive survey of the teacher credit unions in Oregon. For some time
the writer has been interested in the cooperative movement as a whole, and
especially in teacher credit unions, believing that through such organiza-
tions the morale and economic well-being of teachers can be improved. This
study is made with the hope that the information gathered may be used by
the Oregon League of Credit Unions to promote the ceuse of credit unions
generally, to show the value of eredit unions to teachers, and to partic-
ularize the progress made since the organization of the first credit union

in the State of Oregon.

Sources of Information and Procedures. In gathering data for this
study, the writer had access to the ronc;dng sources of information:

1. Personal contacts with tie treasurers of teacher credit unions
in Oregon, the Oregon director of the Credit Union National Association,
who is also manager of the Oregon State League of Credit Unionsj

2. All books and records of the teacher eredit unioms in Oregon;

8. Letters, statistics, and materials from the Superintendent of
Banks of Oregon, from the National Education Association, and from the
Credit Union Section of the Farm Credit Administration;

4. State and federal credit union laws;

6. Books and other publications concerning credit unions.

When the information provided by these sources was organized, the

problem was divided into three parts; (1) the organization and operation



of eredit unions; (2) the development of credit unions from their origin
in Germany to their institution in Canada and finally in the United
States; and, (3) the development and financial status of teacher credit
unions in Oregon. These parts of the problem, in the order named, form
the bases for chapters inecluded in this study.

Definition of a Credit Union. A teacher credit union is a co-

operative association made up of teachors (and sometimes other employees
of an educational system) for the purposes of promoting thrift and of
ereating & source of credit for provident or productive p\:l’pbl‘l.l lieme=
bers accunalate savings and may negotiate loans from the capital accum~
lated from the savings of all the members. Credit unions may be organized
in accordance with provisions of state law and operate under the banking
departments of the various statesy or, if organized under a federal char-
tor (Credit Union Act, epproved June 26, 1984), under the supervision of

the Farm Credit Administration.

Purposes of a Credit Union. Credit unions ere organized for such

purposes as the following:

1, To encourage thrift by providing a saf'e, convenient, and at-
tractive plan for the investment of the funds of members through the pur-
chagse of shares and the deposit of savings.

2. To provide credit facilities for members for provident or pro-
ducetive purposes at low interest rates,

3. To train members in business methods and selfegovermment, to

1307 F. Bergengren, Cuna Emerges (Kingsport, Temn.: Kingsport
Press, Inc., 19368) p. 4.



endow them with a sense of social responsibility, ami to educate them to
a realization of the value of cooperation.

4. To £i11 the gap in the banking system which leaves the borrower
of relatively small sums without adequate credit facilitles unless usury
is 1nvolvod.z

Credit unions involve relationships which are largely persomal in
pature. Members bear relationships to the union which are quite differ-
ent from that of a depositor to a commercial or savings bank. Each member
of & oredit union mist feel some responsibility toward his fellow members.
The officers are his fellow workers and are chosen by him, Most loans are
small and are repaid in freguent small instellments, the risk involved
constantly growing less. In order to be successful, credit unions should
be organized in natural groups of limited size characterized by a close
commnity of interests, stebility of employment, low turnover of employees,
and by willingness and ability on the part of the menmbers to ocarry on a
cooperative enterprise the sctivities of which are highly personal in
charaster, In general, teacher groups fulfill these requisites satis~-
factorily and therefore are excellent sources from which to recruit
eredit union members.

The low rates which credit unions charge are possible because of
extremely low overhead. Until a eredit union is large enough to pay its
treasurer or manager, the services of the officers are gratuitous. Office
space is often donated and rent is always low since it has been a policy

of oredit unions to do business in unostentatious quarters. The inerease

2)pthur H. Ham, revised by Rolf Nugent, A Credit Union Primer
(New Yorks Russell Sage Foundation, 1930), p. 17.



in the rate of growth in the mumber of credit unions shows that this
form of cooperative banking meets with the approval of people with small

or average salaries who generally do not possess bank credit,

Definition of Credit Union Terms

Capital. The capital of & eredit union consists of the payments
made by members on shares, unpaid dividends, and savings deposits.

Guarantee or Reserve Fund. Under the Oregon Law pertaining to

eredit unions, twenty-five per cent of the net profits must be set aside
as a guaranty or reserve fund to care for possible losses on loans. This
fund may not, however, exceed the capital of the eredit union plus fifty
per cent of its other liabilities. . Eatrance fees and all fines, remaine~
ing after the payment of expenses, are set aside in this fund., Under the
Federal Credit Union Law, twenty per cent of the undivided profits or
net profits, all entrance fees, and all fines are set aside as a reserve
fund. This fund may not be liquidated except in case of formal dissolue
tion of the credit union. A loan cannot be charged against the guaranty
fund unless the board of directors and the supervisory committee decide
the loan is uncollectible. If a part or all of the loss incurred in such
an event should subsequently be recovered, it must be credited to this
fund .

Loans. Membors may borrow money from the credit union provided
the purpose for which the money is to be used is stated in the written
application. No loan in excess of fifty dollars may be made without

security, which may be in the form of an endorsed note, assignment of



shares or deposits, or a salary cheek,

Surplus. The balsnce on hand at any given date, after all ex-
penses have been deducted and the guaranty fund division has been made,

is called the surplus.

Net Earnings. Net earnings meens the balance remaining after de-
ducting from the gross income received during any given period any losses

sustained for which no specific reserve has been set aside.



CHAPTER I
ORGANIZATION AND OPERATION OF THE CREDIT UNION

According to the Farm Credit Administration, the chief requirements
for organizing a ecredit union under state or federal charter are the follow-
ings

1. Members of the group which seeks to organize a credit

union must have a close common bond of association,
occupation, or residence, as a result of which they
will be generally acquainted and have common interests,

2, Members of the group mist be prepared to work together

and must be genuinely desirous of assisting their
fellow members. Officlals of the credit union must
be willing to give sufficient time to their duties
to handle efficiently the afféirs of the group.

8. The group should have a membership of at least 100

persons and must have been in -thuagc suffioiently
long enough to insure its permanency.

It mist be remembered that the purposes of the eredit union, which
mast be kept in mind by any organizing group, are to promote thrift by
installment saving, to make useful loans to members at reasonable costs,

and to help members use their savings and credit most effectively.

Procedure for Orianiution

Membership in a teacher credit union is usuelly limited to edu=~
cators, although in some instances the other employees of the school

district are included. At least seven persons with common needs and

1¢, R. Orehard, Director, Credit Union Section, Farm Credit Ad-
ministration, Letter of June 10, 1940, to the writer.




common interests are necessary to organize a eredit union, but a member-
ship of thirty or more is highly desirable. Credit unions may be organized
elther under state or under federal law. To organize a credit union under
the law of the State of Oregon, application must be made to the Superin-
tendent of Banks., The notarized application must contain the name and
location of the proposed credit union together with the signature, address,
and number of shares owned by each subseriber. If the members wish to
organize under the federal lew, they must apply in like manner to the
Credit Union Section of the Farm Credit Administration, After the peti-
tion for a charter has been approved, this document must be recorded with
the clerk of the county in which the eredit union is located. When this
procedure has been completed the eredit union mey sell shares, of not to
exceed $26 esch, to members and may make loans after proper written appli-
cations have been made to and approved by the credit committee, An en~-
trance fee of twenty-five cents to one dollar (dcponding on the by-laws

of the particular ecredit union) is paid by each new member. This is set

aside as a part of the guaranty or reserve fund,

Duties of Officers

Directors, General Powers and Duties. The board of directors is
responsible for th.n general management of all the affairs, funds, and
records of the credit union. The directors must hold a meeting within
ten days following each annusl meeting of the shareholdors for the pur-
pose of electing a president, vice-president, secretary, and treasurer

for the union.



Speclal Powers and Duties of the Direstors. Unless the by-laws of

a credit union expressly reserve any of the following to the shareholders,
these are the further duties of the directors: to act upon all applica-
tions for membership and to expel members if nunurjn to fix the smount
of surety bond reguired of each officer having oont:?ol or custody of
funds; to determine, from time to time, the rate of interest which shall
be charged on loans and allowed on depesits; to fix the maximum number
of shares which may be held by and the maximum emount which may be loaned
to any members to declare dividends; to recommend amendments to the by
laws; to £ill vacancies in the board of directors or in the credit com-
mittee; to direct the deposit or investment of funds; to pass on appeals
from members who have been refused loans by the credit committee; and %o

perform such other duties as the by-laws may prescribe.

Eligibility, Terms of Office, and Oath of Directors. The board

of directors of any credit union must include five members elected by
the shareholders of the organization at the annual meeting in Jamuary
for a term of not more than three years. No member may be elected a
director unless he is a holder in his own right of one share of fully
paid for stoeck. Bach director, when elected, must take an oath that he
will, so far as the duties of his office devolve upon him, diligently and
honestly administer the affairs of the eredit union and that he will not
knowingly violate or permit to be violated any of the provisions of the
law applicable to the organization. Members of the board of directors
may not be compensated for their services, nor can a director borrow or

become surety for any loan by the eredit union unless such loan shall



have been approved st a regularly called meeting of the directors or by
a majority vote of a quorum of the shareholders present at any reguler

.0“1!15 @

Credit Committee, Loans, and Repulations. The Oregon law pere-

taining to credit unions states that there must be three members on the
oeredit committee, the duty of which is to pess upon the written appli-
cations presented by sharecholders for loans. All loans must have the
unanimous approval of the members of the committee, provided that a
majority of the committee is present when the application is considered.
When this committee approves a loan, it instructs the treasurer to nego-
tiate the required papers and pay the amount of the loan to the applie
cant, Any applicant whoso application for a loan has been refused by
the credit committee may appeal to the board of direetors for reversal
of the decision of this committee. In no case may a member of this com-
mittee receive any compensation for his services or serve as a member of

the supervisory committee. (See below).

Supervisory Gomitt«i Powers and Duties, The supervisory com=

mittee shall have the power to suspend the credit committee, any member
of the board of direetors, or any officer of the ecredit union provided
such action is taken at a meeting of the committee called for that ex-
press purpose, and provided that action of the committee is unanimous.
This committee may by a majority vote call a meeting of the shareholders
to consider any violation of the state law or the by-laws, or any prac-
tice of the credit union which in the opinion of the committee is unsafe
or unauthorized. It is the duty of this committee to imspect the securi-
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ties , books, and accounts of the union and to supervise the acts of
the board of directors, officers, and ecredit committee within seven days
after suspension of the eredit committee. This committee must cause
notice of a special meeting to be given to the shareholders in order to
take action regarding such suspemsion. At the end of the fiscal year,
December 31, the committee must make an audit of the books and records
of the oredit union and must examine the business and affairs of the
eredit union for the year and uh a complete report of its assets, lla-
bilities, receipts, and disbursements to the board of-direetors. This
report must be read at the annual meeting of the shareholders and filed
with records of such oredit union.

Officers, Powers and Duties. The powers and duties of the offi-

cers of a oredit union are preseribed in the by-laws. Only the treas-
urer may receive compensation, the amount to be determined by the board

of directors subject to the approval of the members.

President. It is the duty of the president to preside at all
meetings of the shareholders and of the board of directors, to counterw~
sign all drafts, checks, and notes drawn by the eredit union, and to per-
form all other duties generally connected with that off'ice or such other

duties as the board of directors may prescribe from time to time.

Viceo-president. The vice-president shall, in the event of the

abgsence or disability of the president, perform the duties of the presi-
dent, He shall perform such other duties as the board of directors may

direct.
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Secretary. The secretary shall keep a correct record of all
meetings of the shareholders and of the board of directors. He shall
give notices of all meetings to the members and shall perform all other

duties incident to his office.

Treasurer. The treasurer shall be the general manager of the
oredit union and shall be custodian of all funds, securities, books of
account, and other velusble papers. He shall keep a separate set of
books of entry, containing in detail all of the financial transactions
of the oredit union. He shall sign all checks, notes, and drafts drewn
by the union. It is his further duty to prepare a report showing the
condition of the credit union within seven days after the close of busi-
ness each month and to give an anmual report at the end of the fiscal
year., The treasurer must be bonded for faithful service, in such amount
as the board of directors may preseribe, the premium for the bomd to be
paid from the funds of the eredit union.

Audits, Reports, Taxes

The federal-chartered credit unions records are inspected at least
once & year by a govermnment auditor at unscheduled times. The charge for
these inspections is twenty-five cents for each one hundred dollars capi-
tal with & minimum charge of $2.50. If the credit union has assets of
less than $25,000, the Governor of the Farm Credit Administration may
accept the sudit report of a practiscing public accountent in place of
the federal examiner and relieve the credit union of the obligation to

pay the examination fee. Monthly and annual reports on a form provided,
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through the State League, by the Farm Credit Administration are sent to
the Credit Union Seetion of the Administration Buresu. These reports in-
clude a balance sheet, a statement of income and expenses, and a stetis-
tical report. The statistical report includes information as to the
mumber and the amounts of loans, the reserve for bad debts which in-
eludes fees, fines, and twenty per cent of the net profit for the year,
and information on delinquent loans, paidein shares, and new members
admitted., After twenty per cent of the annual net profits has been trans=-
ferred to the reserve for bad debts, the remaining eighty per cont is
transferred to the undivided profits account, thus leaving no amount to
be shown as profit or loss on the balance sheet.

The state-chartered credit unions are examined annually by the
superintendent of banks or by his representative who audits the books.
When this examination is made, the fee is as follows:

1. When assets of the credit union are $5,000 or
less, $10

2. When assets of the credit union are more than
$5,000 but not more than $15,000, §15

3, When assets of the credit union are more than
$15,000 but not more than $25,000, $25

4, When the assets of the eredit union are over
$25,000, the actual cost of examination.

On or before the first day of February in each year every state-
chartered credit union must submit to the superintendent of banks a
written report which mist contain a statement of its condition at the
close of business on the thirty-first day of December of the preceding
year. Ivery such report mst be verified by the oaths of the president,

treasurer, secretary and a majority of the members of the supervisory
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committee. Nach credit unlion must make such othor reports to the supere
intendent of banks as he may, from time to time, require, If any credit
union should fail to make any required report on the day designated, or
fail to include any matter required by the superintendent, 1t may be
fined five dollars for each day the report is delayed or withheld or for
every day it shall fail to report any omitted matter, unless the time
has been extended by the superintendemt. (The superintendent, for satis-
factory cause, may extend the time %o twenty days.)

Until the legislature amended the Ixcise Tax Law dealing with ex~
empted corporations, each credit union paid an excise tax, In 1939 thi‘t
part of the law was changed to exempt state and federal credit unions so
long as the interest or dividends paid on shares do not exceed eight per
cent per anmum. Other taxes apply to the credit unions as to any business

of similar nature.

Annual leotings

The annual meetings of teacher oredit unions under the state and
federal laws are held in Jamuary. Special meetings may be called by a
majority of the board of directors or a majority of the supervisory com-
mittee, or upon the written request of ten members. Each member has one
vote at any meeting of the shareholders, irrespective of the number of
ghares he may own. Voting by proxy is not allowed at any time. At any
annual or special meeting a decision of the board of directors may be

overruled by a majority vote of all the shareholders.
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l_!y:-l.ms 2 Amendments

At the time of submitting the organization certificate to the
superintendent of banks, the incorporators must submit the proposed by-
laws, in duplioate, which shall preseribe the mamner in which the busi-
ness of the credit union is to be conducted with reference to specific
matters, The by-laws may be changed or amended by a three~fourths vote
of the shareholders present at any meeting, provided the proposed change
or amendment shall first have been approved by the superintendent of
banks and further provided, t'e notice of such meeting, containing a
eopy of the proposed change or amendment, shall have been given to each
shareholder as prescribed in the by-laws. A copy of any change or amend~-
ment thus adopted shall be filed in the office of the superintendent of
banks within thirty days after its adoption.

Protection of Members and Loans

The liability of an individual member of a teacher credit union
1s limited to the smount of shares and deposite he h_aa invested in the
association., Members are protected against loss by the federal law, by
the state oredit union act, and by the bonding of all officers handling
money. The books of all credit unions are sudited momthly by the super-
visory committee and anmally by the bank department. BRach loan over
fifty dollars is guaranteed by the co-signors' and borrowers! character
and salaries as well as by the borrower's insurance, The 'Guaranty and
Reserve Fund' provides a reserve if loans are not paid; and funds are

always 1iquid, since loans are paid back in monthly installments.
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Dissolution Procedure

Any oredit union organized under the provisions of the Oregon act
pertaining to credit unions may, at a special meoting of the stockholders
called for the specific purpose, by a vote of four«fifths of the entire
membership of such oredit union, authorize the dissolution of such ond!.t»
union; provided, however, that after the dissolution of a eredit union a
statement containing the members' consent to said dissolution and the names
and addresses of the officers and directors of the credit union be sent to
the superintendent of banks, In case of ligquidation, the assets shall be
distributed in the following mammer in the order listed: (1) repayment
of money borrowed by the credit union together with the acerued interest;
(2) payment of all legal obligations to non-members; (3) payment of de-
posits, ineluding acerued interest; and (4) pro-rated apportionment of the

balance among the shareholders.



CHAPTHER II
THE HISTORY OF THE CREDIT UNION MOVEMENT

"The cooperative movement grew out of a protest against social and
economic exploitation of the working oJ.uo."1

Credit unions are of distinetly German origin, the first one (the
Raiffeisen oredit society) having been started in 1849 near Flammersfeld,
Germany, Friedrich Wilhelm Raiffeisen wished to teach the peasants of
that area how to help themselves by cooperative effort. In order to do
this, he organized a cooperative bakery and cattle~purchasing society and
later established a eredit society which in its early days was financed
from funds received from certain of the wealthy land-holders of the dis~
triet, After fiftoen years, this method of financing was abandoned and
the orgenization became a truly self-help soclety which attempted to
benefit its members spiritually and socially as well as ntcridly.z

Another system of credit societies was founded by Herman Schulze-
Delitzsch, who organized “peoples' banks" which served primarily the
artisan~-small tradesman class and which operated chiefly in cities and
towns. This system, which began in the Rhine country in 1850, was based
on the same principle of cooperation as was the Raiffeisen society al-
though 1% differed in some particulars. Societies organized under this

1y, R, Neifeld » Cooperative Consumer Credit (Wew Yorks Harper
and Brothers, 1936), p. 10.

21bid., pp. 11-15,
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system required each member to purchase shares in order to build up a
considerable working capital to be used in m):ing short-term loans. Sub-
stantial dividends were pald on these shares and, in consequence, their
value rose mpld].;r‘r.s

Both the Raiffeisen and the Schulze~Delitzsch systems of credit
societios spread gradually into other parts of Hurope and Asia, None
was established in America, however, until 1900, when after fifteen years'
study of European credit socleties, Alphonse Desjardins started his "Peo-
ples Bank" in Levis, Quebec, This bank was adapted to local conditions
and as a result differed in several important respects from its European
models, Its shares were scld for small amounts, dividends were paid,
savings deposits were accepted from shareholders, and ﬂn liebility of
members was limited to the extent of their individual investments., Des-
jardins is eredited with having "Americanized™ the Raiffeisen form of

cooperative society .‘

Development of the Credit Union in the United States

In 1909, Plerre Jay, then bank commissioner of the State of Massa-
chusetts, invited Desjardins to Boston and together they drafted and pre-
sented to the legislature of that state a bill permitting the formation
of eoredit unions. This bill became a law after receiving strong support
from Edward A, Filene, a Boston merchant who had just returned from

Burope, where he had gone to study the Buropean system of oredit

S1vid., pe 12.
41id., pp. 11-15,
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societies because he had seen in it a way to eliminate the usury in-
volved in the loaning of money to people with little benk credit. As a
result of the passage of this bill, Massachusetts became the first state
in the United States to organize credit unions. These unions differed
considerably from those operating in Burope. Members' liability was
limited and the working capital was built up from the purchase of shares
and the deposit of savings just as in the European organizetions. The
American unions, however, charged a higher rate of interest than did the
Buropesn, and limited their activities to the loaning of money %o members
enly.s The aim of the credit union movement in the United States has,
from its inception, been to create "an agency which will give cash eredit
from their own pooled savings to consumers at minimum oont-"e

Leonard G. Robinson of New York had urged the orgenization of
eredit unions in the Jewish agricultural colonies of that state as early
as 1907. In 1913 he drafted a bill which was introduced into the legis=
lature by State Semator Franklin D. Roosevelt.

John Sprunt Hill, & North Carolina banker who had been a menber
of President Taft's commission to study credit union societles in Burope,
was largely responsible for the passage of a law permitting the organiza-
tion of ecredit unioms in his state., Similar laws were enasted in Oregom,
South Carolina, and Utah, but these laws were so devised that they did
not, in effect, permit the organization of financially sound eredit
unions. New York, Rhode Island, Massachusetts, and North Carolina were

5Roy Fo Bergengren, Cuna Emerges (Kingsport, Temn.: Kingsport
Press, Inc., 1936), pp. 16«10,

61bid., p. 19,
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the only states with effective oredit union laws, eand these states had
"190 oredit unions by 1921, with a membership of 72,310 and resources of

$10,084,862." "

National Extension of Credit Unions

N¥r. Pilone's interest in credit unions continued after passage of
the eredit union law in Massachusetts, His plan for a nationwide system
of oredit unions was realized after hisz expenditure of "approximately a
million dollars in eredit union prmblou." The Credit Union National
Bxtension Bursau founded by Mr., Filene had four objectives which have
since bheen largely ettaineds (1) to promote workable credit union laws
in each state and territory of the United Statess (2) to organize indi-
vidual eredit unions; (3) to organize state leagues which would promote
eredit unions and aid in their operation; and (4) to organize a national
association of credit unions which would lobby for and publicize the
oredit union movement and which would educate the public concerning the
benefits to be derived from eredit union memberships.

The work of lir., Pilene's Bureau has been effective. On June 28,
1934, the Congress of the United States passed the Fedaeral Credit nion
Act, permitting the organization of credit unions in any state or posses-
sion of the United States, In addition, the lews of the varions states
havq been so amended that credit unionl are now operating in forty-five
states. The May 8, 1940 report of the eredit union seetion of the Ferm

Trbid., pe 19,
81bid., p. 23.
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Crodit Administration shows thet up to December 31, 1930, 3,544 credit

unions with 797,244 members had baen organized under the Pederal Credit
‘ 9

Union Act, and that §162,409,64% had heon borrowed by the members,

Credit Union National Association (Cuna)

In 1934 credit union leaders from twenty-~two states met in Colorade
and organized the Credit Union National Assoointion (Cuna), which subse=
quently took over the work proviously handled by the Credit Union Natiomal
Extonsion Bureau. A%t the prosent time, Cuna, which is the nentral organ-
4zation of all credit unions in the United States, is composed of forbty-
five state loagues in addition to individual eredit unions in those states
and territories where no state loa.guu exist, (If there 1s no league in
the state in which 1t operates, a credit union may affiliate directly
with Cuna,) ‘

Bach state league is represented on the National Beard of Cuna by
one director, who is elected at a meeting of the league called for that
purpose. The Natiodnal Board meets annually in May to determine the dues
to be charged organizations which are members of the Cuna and teo handle
tho other business of the organization., Natlional dues are based on the
pagber of members in sach affilisted league or union, ten cents per meme
ber being charged if the union paid a dividend of three per sent or more
during the year preceding., If a dividend of less than three per cent
was paid, no dues are reguired by ths Cuna.

The primary purpose of the National Association is to carry on

'9md e Ds 19,
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the work of eredit union promotion and to aid in all national eredit
union problems, inecluding those concerned with legislations Other ser-
vices are .also provided by the Cuna for the state leagues and individual
eredit unions., Supplies are printed and sold at cost, a bonding service
is providéd for treasurers at a cost of $3.,00 per thc;uland, and insurance
on loans is provided at a cost of seven and one~half cents per hundred
dollars for $Pull coverage, this emount being half that charged by most
private bonding companies, "At the end of its first year (August 16,
1935) 1t (Duna) had written a total coverage of $11,387,856, covering

over 250,000 loans." »

State Credit Union Luimn

At the present time thore are forty-five State Leagues, each ¢om-
posed of all the eredit unions within its state. One of the more impor-
tant functions of these State Leagues is that of acting as intermediary
between the Credit Union National Association and the individual credit
unions. In addition, the Leagues carry on the promotion and ofganlution
of ocredit unions in the several states, at no cost to the new unions. These
leagues are financed by dues paid by all member unions. FRach union pays
a three dollar entrance fee and an additional three dollar fee each year
unless it pays to its shareholders a dividend of at least three per cent.
When a union pays t§ its shareholders a dividend of three per cent or more
per annum, its dues in the State League become ten cents” per member or

four per cent of the gross income of the union, whichever is greater.

lolbid es Do 227,

*Phis is the Cuna dues.



No eredit union, however, pays more than $250 in dues in any one year,
These dues, part of which goes into tho Reserve or Guaranty Fund required
by the State Banking Dopartments, are used in the work of the State
League. ;

Bach State League sells shares to those menmber unions wishing to
purchase them, and pays dividends on these shares in the same manner as
do the individual eredit unions, Funds obtained from the sale of shares
are loaned to such credlt unions as are in nesed of additional ocash at any
given time, Thus, the State Leagues provide a means of investment for
those individual unions which have a large cash balance but no requests
by members for loans, and at the same time provide ready cash at reason-
able interest rates to those unions whose cash funds are so depleted that
they cannot malke the loans requested by members.

The Credit Union Section of the Nationel Educetion Association

In 1937 the Netional Education Association ereated the Credit
Union Section for the purpose of promoting the oredit union movement
among American teachers, In June, 1939, the Credit Unlon Section pub=
lished a report, "The Status of Teacher Credit Unions in the United
States", because of "widespread interest in the extent and activity of
existing eredit unions ."n This report was besed on information obtain-
ed from 174 state-chartered credit unions in answering a questionnaire
sent out by the Committee on Credit Unions of the National Education

1y, & Moran and others, Status of Teacher Credit Unions in the
United States (Washington, D. C.: National Edueation Association of the
United States, 1939), p. 6.
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Association, and from the annual reports of 208 federal-chartered unions.
According to this report, the number of teacher credit unions in the Uni-
ted States has increased from 45 in 1933 to 404 in 19839, The report
shows further that losses suffered by teacher oredit unions have totalled
less than one per cent, Tables I and II show the activities of these
unions during the years indicated above. It is apparent from examina-
tion of these activities, that credit unions are proving their useful-
ness to the teachers of the United States.



TABLE I

IN THE UNITED STATES" DECEMBER 31, 1938

TOTALS OF TABLES I AND II FROM THE “STATUS OF TEACHER CREDIT UNIONS

- " Reserve  Undivided Tweive months period ended Decem- Dividends Author—
Guaranty Profits ber 31,1038 ized on Shares
. Fund : Outstandi Dec, 31
“Amount  Total Total Tet ; Euﬁt
Loaned Income Expenses Income
State~chartered $166,511 §$154,845 $6,040,959 $431,020 $142,525 $233,419 $173,878
Totals
State~chartered 374 0822 _ 58 2,506 838 1,381 1,129
(average of those g 168 gmﬁ 172 170 N
reporting)
Vederal=chartered 32,988 1,906,097 110,868 38,0938 55,241 46,110
Totals ,
Federal=chartered 158 9,115 530 182 264 221
(average of those
reporting) 109)

i £



TABLE II

TOTALS OF TABLES I AND II FROM THE "STATUS OF TEACHER CREDIT UNIONS
IN UNITED STATES® DECEMBER 31, 1938

Potential Actual Wumber  Amount Wollber  Amount
State=chartered 191,464 43,110 $5,854,460 $4,497,736 17,985 $4,658,874 26,715 $16,688,542
Totals
Number Reporting 157 178 178 172 145 172 78 146
Average (on basis of
ramber reporting) 1,220 249 23,841 26,150 124 $27,086 343 $114,305
Federal-chartered : ' . : :

Average (om basis of
number reporting) 443 128 7,220 8,486 38 $5,528 38 §5,728

- - ——
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CHAPTER III
SURVEY OF TEACHER CREDIT UNIONS IN OREGON

Information comcerning teacher credit unions in Oregon was obtnimi
from the managers of each union, from the Oregon League of Credit Unioms,
from a study of the anmual finencial statements of the unlons, and from
the office of the Superintendent of Banks, There are four teacher credit
unions in Oregon: The Bugene-Lane Teschers Credit Union; the Klamath Pub-
1i¢ School BEmployees Credit Union; the Portland Teachers Credit Unionj
and the Salem Publiec School Teachers Credit Union. One other, the Bend
Teachers Credit Union, was organized under the federal eredit union lew
on April 1, 1937 but was dissolved in 1939 because of the apparent lack
of interest among 1ts members. In addition to these unions, which are
open only to school employees, there are several others to which teachers
may belong, among them are the Lincoln County Employees Credit Union, and
the Multnomeh County Employees Credit Union with which all lultnomah County
teachers outside of the oity of Portland mey affiliate.

TABLE III

TEACHER CREDIT UNIONS IN OREGON, MAY 31, 1940

Eugene~Lane Teachers Oct., 1936 State
Klamath Publie School Hmployees June, 1936 Federal
Portland Teachers Dec., 1932 State

Salem Public School Teachers Jan., 1936 State

BN S i i el " a—— e - s —— s S5 Y



y_ﬁomnl.m Teachers Credit Union

The Bugene-Lane Teachers Credit Union, iith headquarters in the
Bugene High School, offers membership to all publie school teschers of
Lane County., Mur. Harry B, Johnson is the manageretreasurer and has been
the moving spirit in the devolopment of this organization. The growth
of this union has been slow but steady which is perhaps a desirable
characteristic in the development of financial institutions. As a re-
sult of this slow growth, especially during the first three years of its
existence, its capital was too small to permit loans to members in any
substantial amount. In order to meke the loans requested during these
early years it wes necessary for the organization to borrow money. This
it obtained at interest rates of five and six per cent per anmum, while
it loaned money tc members at the rate of one per cent per month on une
paid balances, At present, as indicated in Table IV, this union has
ample capital to meet all normal requests from members for loens,.

Shares in the Bugene-Lane Teachers Credit Union, as in all other
Oregon teacher credit unions, are sold for five dollars, The entrance
of uneven smounts under the heading "Value of Shares" (Teble IV) is due
to the fact that some members have paid their initiation fees but have
not completed full payiont for a share. Funds listed under "Cash on
Hand" are those smounts actuslly om hand at the time the annual finan=
cial statements were made. Generally, ths amount of cash on hand is
groater during the first pert of the year and drops off during the
summer months when teachers borrew monsy for summer school fees, travel,

or other needs. It is during the late spring and early summer seasons



TABLE IV

FINANCIAL AND STATISFICAL INPORMATION PERTAINING TO THE EUGINE~LANE
TEACHERS CREDIT UNION, 1936 TO MAY 31, 1940, INCLUSIVE

1936 1987 1938 1930 i
Number of members (actusl) 49 75 106 131 140
Nunber of loans 7 52 €6 98 - 48
Amounts of loans $220 $1810,81 $4461.07  $8355.84 $6081.22
Value of Shares 252 2439.50 5028.22 9688.93 11870.87
Rate of Dividends on :

Shares (per cent) i 5 8 8 e
Gueranty fund e 39.86 147.70 $20.08 320.08
Cash on hand 8.72 320.53 341.81 2090.85 4746.70
Undivided earnings s 14.30 21,03 66.83 66.83
Intorest Barned on Loans e 148,12 405.24 790,17 383.90
Invested in Sechool

Distriet Warrants el 1925.82 1040.93 3986.25 465.00
o = = — - - —— e e ————t ——




that it is often necessary for this eredit union and others comparsble
to it to borrow money in order to meet the demands of members for loans,

This union, on May 31, 1940, had investments in the Oregon League
of Credit Unions amounting Yo $1,330.17, this amount being divided be~
twoen shares and deposits. Obther funds were investoed in school warrants
which is a common form of eredit union investment, During the past year,
the problem of this union has been that of keeping its funds out in loans
to members. It is only when a largs proportion of the credit union funds
48 out in loans that a profit can be realized and dividends paid on shares.

During the four years since its organization, this ecredit union
has loaned $20,878.94 to its membors and has suffered no losses whatever.
That the members are satisfied with the setivities of the union is indi-
ocated by the fact that of the twenty-one former members, only one with-
drew his membership. Eleven of the others have moved from the county,
olght have been retired from tesching, and one has died. The 140 presemt
members own 2,374 shares, or an average of 17 shares each. The fact that
these shares earned five per cent dividends in 1937 and six per cent in
1938 and 1939 is evidence of the value of this type of investment, these
dividends beling considersbly larger than one is able to realize on such
small investments in other types of stocks or sccurities.

Hews bulletins are published from time to time by the directors of
the Bugene-Lane Teachers Credit Uniony a recent one lists the following
benefits of menmborship in the organization: :

1ls The E=L.T.C.U. alfords & rendy meens for investing

funds at a fair return. Since organization the

dividend has not been under 5 per cent and the last
two years € per cent was paid.
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2+ The E«L.T.C.Us places at the disposal of mem~
bers an agency through which they may borrow for
provident purposes., The interest rate is 1 per
cent per month on the unpaid balence., Payments
may be made in convenient installments,

8. lembership in the BE-L.T.C.U, helps build morale.
It 1s 2 self-help orgenizetion, Profits from
investments go to our own fellow~teachers, and
the money we invest in shares is in turn made
available to other felloweteachers who need to
borrow.

4. The E«L,T.C.U. has helped many teachers keep their
eredit good, by helping them pay off old debts,
finance surmer school, pay doctor and hospital
bills, purchase property, make home repairs, pay
the college education of sons and danghters. One
of our most important assets is our gndit; withe
out it people suspeet our character.

The Klamath Public School Wcu Credit Union

Mr, Harold Ashley, Altamont J_unier High Sehool, and Mr, Fred
Peterson, Klamath County School Superintendent, have given considerable
time to developing the "Klamsth Public Sehool Employees Credit Union"
which is the only federal=chartered teachers credit union in Oregon.
This union has a potential membership of approximately 300 but an actual
membership of 149, By May 31, 1940 it had sold 904 shares to its members
which is an average of six shares per member. While it was necessary far
this union, during its early development, to borrow funds in order to
meet requests from members for loans, at present the union has a cash
balance of §$1,229.00. In other words, its members are not at present
borrowing enough to keep the funds of the union at work. This credit
union did not pay dividends on its shares until 1939, at which time five

Liews Bulletin of the Iugene-Lane Teachers Credit Union, 1940.




TABLE V

PINANCIAL AND STATISTTICAL INFORMATION PERTAINING TO THE KLAMATH PUBLIC SCHOOLS
EMPLOYZES CREDIT UNION, 1036 TO MAY 31, 1940, INCLUSIVE

1936 1937 1938 1939 1940
Number of menbers (actual) 34 38 112 131 149
Number of Loans 2 36 81 140 163
Amount of Loans $90.00 $1757.00 $4518,75 $10660.00 $1387C.00
Value of Shares - 147.00 - 987 .00 1814.00 2021.00 4523.00
Rate of Dividends (per cenmt) [
Reserve Fund B.25 25,00 50,00 84.00 T
Cash on Hand 36,00 270,00 410, 124.00 1228.00
Undivided Earnings «48,97 w34 .66 20,60 122.48 20,60
Interest on Loans (earned) 1.20 38.14 139.43 294 .5¢ 190,35
Other Incomes = 5T 30 1.50 3.88
Notes Payable i o 400.00 0
Fines and Initistion Fees 2540 1.50 :

12
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per cent was paid. Part of this failure to pay dividends in the past

was due to the fact that debts incurred in orgenizing the union were so
large that no met earnings were realized until 1938, Further income, how-
ever, has been derived from dividends on shares purchased in the Oregon
League of Credit Unions, and from notary fees collected by the treasurer
inasmich as twenty-five cents is charged for notary services to members.
According to Mr. Opple King, Field Supervisor of the Farm Credit Bureau

of the Federal Securities Administration, this is one of the best federal~

chartered eredit unions in the United States.

Portland Teachers Credit Union

The most outstanding figure in the p’rmﬂm of credit unions in
Oregon is Mir. Hugh G. Stout of the Portland Teathers Credit Union, who
represents Oregon on the Board of Directors of the Cuna. He teaches one
high school class in the Portland schools in order to qualify for his
position as manager of the Portland Union but devotes the remainder of
his time to the business of the oredit union., (The by-lews set up by
the State Superintendent of Banks requires that officers of all credit
unions be actually engeaged in the same type of work as other members of
tho unions: in other words, it is not possible for credit unions to go
outside their own membership for officers.)

The Portland Teachers Credit Union is the oldest in Oregon, is
the largest in actual and potential membership and, correspondingly,
does the most business. During the first five years of its history it
was possible only for regularly elected teachers who were under tenure

to beoome members, Revision of the by-laws at a special meeting in 1937
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made it possible for any employee of School District Number 1 %o become
a member, so that at present 1,291 employees of the Portland schools are
menbers. Of 109 former members, eloven have withdrawn because of lack of
interest, fifty-six have resigned from the Portland sechools or have been
retired from teaching, ten have left the Portland schools for positions
elsevhere, and thirty-two have dled since the organization of the union
in 1932,

This eredit union provides two types of investments for its mem-
bers: (a) purchase of shares and (2) deposit of savings. DMembers may
doposit & maximum of ten dollars per month provided the total amount de-
posited does not exceed $5,000. Such deposits earn a definite rate of
interest which is determined from time to time by the directors. While
interest on deposits does not equal that paid on shares, it does exceed
that paid by most savings banks. The union paid a dividend of six per
ocent on its shares in 1936, five per cent in 1987, five and one~half
per cent in 1938, and four per cent in 1939, The low dividend during
the past year was due, in part, to the excessive eash on hand in the
credit union since requests for loans had deoreased markedly.

The initiation fee of the Portland Union is one dollar, as com=
pared to the twenty-five cents of the other teecher credit unions in Ore-
gon. Shares sell for five dollars and the number of shares any one menber
may hold is unlimited. The union has sold 30,885 shares during its history
and the present value of these is §154,184.,94. Fully paideup shares may
be transferred from member to member but only upon approval of the board
of directors and upon payment of a transfer fee of twenty-five cents.
Shares mey be purchased in the name of a minor and held in trust for him
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if he is a beneficiary of the trust and if the trustees' names are
eligible to membership im the oredit union. The credit union may hold
@ lien on the shares of any member and upon the dividends payable %o
him to the extent of any loans made to him or to the extent of dues or
fines owed by him,

The Portland Teachers Credit Union loans money for modernization
of homes at five and one~half per cent per annum, finances automobiles
at five per cent p&r annum, handles teachers retirement loans at six per
cent per annum, and negotiates personal loans at one per cent por.mnth
on the unpaid balance. Teacher retirement loans are made to those teach-
ers who have been required to make additional payments to the Portland
Teacher Retirement Fund in order to receive full payment of retirement
annuities,

Table VI shows that there has been a continuous inerease in the
assets, loans to members, and other investments of this union during the
four and one-half years reviewed, The Cash on Hand uf present is more
than sufficient to meet the demand for loans. Mr. Stout reports that
since the last monthly report on May 31, 1940, a great many loans have
been made since the period from June to September is the one in which
most loans to mﬂ:m are made. This union has attempted to keep a large
proportion of its cash invested in warrants of School District Number 1.
When these warranis are called in, the amount 91‘ capital upon which the
credit union can realize no earnings increases materially. The amount
of money borrowed by members for the purpese of financing the purchase
of automobiles has decreased during the past two years so that earnings

from this source have decreased correspondingly.



TABLE VI

FINANCIAL AND STATISTICAL INFORMATION PERTAINING TO THE PORTLAND TEACHERS CREDIT

UNION, 1986 TO MAY 31, 194D, INCLUSIVE

— H&}'SI,
: 1988 1987 1938 1939 1940

Fumber of Actual Members e 1290 .
Amount of Loans $193,000 $224,000 §262,000 $283,000 $141,587
Value of Sheares 93,000 117,000 127,000 145,000 154,184
Rate of Dividends on 6 5 4

Shares (per cent) 3
Guaranty Fund 2,206 5,942 5,782 9,804 9,804
Cash on Hand 2,898 1,208 1,828 4,556 43,739
Undivided Barnings 473 423 688 567 567
Notes Receivable 89,615 110,100 129,183 146,568 141,587
Other Assets 113,219 183,209 160,951 191,845 20,670
Peposits 15,090 14,977 24,300 31,172 86,815
Interest on Loans (earned) 10,092 11,450 12,506 13,116
Interest on other Invest- % e 1,329 1,920 gy

ments (earned) .
Interest on deposits (paid) 345 374 479 785
Saleries , 587 2,363 2,923 3,453 i
Net Profits 6,388 7,607 8,016 6,923 5,578




TABLE VIX

THOSE ASSETS INCLUDED IN OTHER ASSEIS OF TABLE VI
FOR 1988 THROUGH MAY 31, 1940

e et s s sy s g s e B SO B S A S O A I - A A S AP

1938 1939 1040

TRFA Notes $1,263 $940 $5,996

Oregon Central Credit Union 5,000 5,000 5,006
Shares

Oregon Central Credit Union 5,000 10,000 15,000
Deposits

School District Warrants 20,000 25,000 i

Maltnomah County Employses o ‘ 5 .
Credit Union

Automobile Contracts 28,496 25,812 28,356




TABLE VIII

A COMPARISON OF THE CASH, NOTES RECEIVABLE, CONTRACT NOTES, SHARES, AND
DEPOSITS, OF THE PORTLAND TEACHERS CREDIT UNION, 1936 TO MAY 31,
1940, INCLUSIVE

H

——

1936 1937 1938 1939 mﬁ'
Cash $2,898 $1,293 $1,323 $4,556 $43,789
Notes Receivable 89,6185 110,100 129,183 1&8.56& 141,587
Contract Notes % 14,710 28,496 25,812 25,356
Shares 93,000 117,000 187,000 127,000 154,184
Deposits 15,060 14,977 24,300 31,172 35,815

1"
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Table VI shows that the Portland Teachers Credit Union is a strong
financial institution from which teachers are receiving satisfactory re-
turns on their 1nvutmn§a and are also receiving low-cost financial service
in times of need, A comparison of a loan from a loan company and & similar
one from the Portland Teachers Credit Union will serve to emphasize this
fact. A loan of $100 was negotiated at a private loan company on Jamuery
10th, the borrower to pay not less than five dollars a month plus interest.
When interest on the unpaid balance was less than one dollar for thirty
days, one dollar was cherged. The balance on September 1st of the same
year was $68.99, $24.28 having been paid in inberest. If this same loan
had been negotieted with the eredit union, the balance at the same time
would have been $49.89 and the intorest paid $€.32. The interest saving
would have been $17.96 in the eipght and one-half months peried, Further=
more, the interest paid to the eredit union would have benefitted the entire
membership, as one~fourth of the net profits of the organization remeins in
the eredit union while the remeining three-fourths is paid to the investors

in the form of dividends.

Salem Public School Teschers Credit Union

A1l public school teachers of Marion County end all instructors in
Willamette University are eligible for membership in the Selem Publie School
Teachers Credit Union. Mrs. Gertrude Shisler is the president and Mr. F. 0.
Bradshaw is tho msnager of this state-chartered credit union which was or-
ganized in 1936. This union has approximstely 700 potential members with
but 94 actual members. Fourteen former members no longer reside in Marion
County.



FINARCIAL AND STATISTICAL INFORMATION PERTAINING TO THE SALEM PUBLIC SCHOOL

TABLE IX

THACHERS CREDIT UNION, 1936 TO MAY 31, 1940, INCLUSIVE

=

o— E ’I
2 1936 1987 1938 1939 1840

Number of members (actual) 70 7 8l 93 94
Number of Loans 11 15 28 24 10
Amount of Loans $391.00 $257.78 $1525,00 $1885.00 $1062.57
Value of Shares 249,50 523.85 800,85 1059,.98 1103.70
Rate of Dividends e i 23 3 =

(per cent) |
Guarenty Fund 2033 «13.90 13.88 35.52 35.52
Cash on Hand 190.59 BT73.73 207 48 T70.83 68.92
Undivided Earnings ki 17.22 12.90 5.70 5.70
- Other Incomes B <04 15
Savings Account = = 5.14 14.07 $5.52

Deposit :
Interest on Loans 11,90 7.08 51.36 78.68 38,53

(Earned) :
Other Expenses 32,23 38.20 17.00 31,50 18.49
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In the four years since its organization, this union has made 86
loans, totalling $4,621.35, to its members. While its capital is not
sufficient to permit large loens, the fact that the Cash on Hand amounts
to only $68.92 indicates that membors are making use of the funds availe
ables This union has sold 220 shares, which means that the orgeniszation
has a working capital of only §1,100. No dividends were paid until 1938
since the organization was in debt for supplies and filing fees. One fact
peculiar to this union is its savings bank deposit of $85.,62 and its earned
interest of nineteen sents. Due to “he fact that demands of members for
loans is so large that no appreciable cash balance is ever present, this
union cannot invest in shares in the Oregon League of Credit Unions or in
school warrants as do other unions. In order to keep its small funds earn-
ing a little 1ntoro§t. the union has kept its available cash in a savings
bank, preferring to earn a low rate of interest rather than to permit its

funds to remain idle.

Comparison of Oregon Teacher Credit t;‘nim

A recapitulation, by years, of the activities of all teacher eredit
unions in Oregon is given in Table X, It is significant that only forty-
two per cent of the potential members actually belong to these eredit
unions. This mumber could be increased through enthusiestic promotion of
eredit unions among the teachers of Oregon. The amount of loans to members
of Oregon teacher credit unions has inereased consistently and the number
of shares owned by members now totals 34,336=-an inerease of fifty-four per
cent in four and one~half years., The "Cash on Hand" in all eredit unions
except that in Salem is larger at present than it has been in the past ine



TABLE X

RECAPITULATION OF DATA CONCERNING CREDIT UNIONS IN OREGON,
1986 TO MAY 31, 1940, INCLUSIVE

Number of Members (actual) 158 240 209 355% 1,674°
Number of Loans 208 10%® 173® 2628 218%
Amount of Loans $193,201 $227,825 $268,504 $303,400 $162,558
Value of Shares 93,648 125,977 134,642 161,763 171,680
Guarany Fund 2,194 3,993 6,552 10,071 10,071
Cesh on Hand 3,132 2,156 2,281 6,840 56,622
Undivided Barnings 425 420 742 762 762
Interest Earned on Loans 10,108 11,643 13,101 14,278 6112
Interest on Investments i 148® 1,739 2,724 3
(earned)
Number of Losses on lLoans 0 0 0 ] 4]

ntbansheitad - : sae.

Sportland not included
beygone-Lane only
®Includes 1,291 in Portland

il
|
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dicating that the unions are able to meet all demands by members for
loans.

During the existence of teacher credit unions in Oregon they have
,suffered no losses in their loans or in their investments. The fact that
no losses have been experienced with regard to loans to members is due,
in part, to the nature of the members' work since a poor eredit standing

often prevents teachers from holding their positions or from obtaining

- new ones. Moreover, no losses have been experienced in investments of the
teacher credit unions in Oregon due to the fact that these organizations
have invested their surplus funds in the Oregon League of Credit Union
shares or deposits, or in school warrants of districts whose financial
condition is relatively sound,.

Present Plans for the Future Development of Teacher
Credit Unions in Oregon

Mr. As A. Rogers, Superintendent of Banks in Oregon, says concerning

the future development of credit unions in Oregon,
It is my belief that the future of the credit

unions, the same as any other business or organization,

depends on the mﬁmxﬂz given by the board of directors

and thelr officers. _
This statement applies especially to the credit union studied and to the
possibility of developing new organizations in areas not served by those
already operating. The future progress of oredit unions appears to depend

upon the enthusiasm and energy of the board of directors and officers.

g‘“ A. Rogers, Superintendent of Banks of Oregon, Letter of May
25, 1940 to the writer.




Mr. Rogers says further,
In orgenizing a credit union those interested

should consider the mumber which may be served to-

gether with the permanency of their employment in

the given torritory.a
A study made by Mr. Hugh G, Stout, director of the Oregon League of Credit
Unions, is based on belief in the value of this suggestion. As a result
of his study, Mr. Sout has divided the State of Oregon into twenty-two
districts uﬁd according to the geographical accessibility of the area in-
cluded.* Four of these districts, Miltnomsh, Lane, Klamath, and Marion
counties, are already orgmuod.s By instituting within the State of
Oregon a carefully planned program of teacher-education concerning the
benefits of membership in credit unions it should be possible, in the
future, to develop functioning eredit unions in each of these distriects.
Before this cen be accomplished, however, considersble "missionary” work
mist be done among teachere attending such meetings as the annual conven-
tion of the Oregon State Teachers Association and the various regional and
county institutes. When teachers become interested in credit unions %o
the extent that they ask for additional information, or when they ask for
aid in orgenizing credit unions, the Oregon League of Credit Unions will

provide whatever information end leadership may be required for such ore

-

31bia.
‘)kp in Appendix.

5Since receipt of this information, & eredit union has been formed
in Lincoln County to render service to all county employees. Since the
schools in Lincoln County are organized under the county unit system,
all teachers in the county are eligible for membership.



ganization. Officials of this league feel that such activity on their
part should wait upon requests from teaching groups; in other words, they
believe that the methods of promotion developed by many financiel instie

tutions should not be used by credit unions.



SULMARY AND CONCLUSIONS

s A

This study has served to emphasigze the following points:

1, There has been a steady increase in the number of eredit unions
in the United States md its possessions since the passing of effective
state and federal credit union laws,

2. The increase of teacher credit unions in Oregon has been slow
due to (1) the fact that the majority of Oregonm schools are small and are
scattered, and (2) because of a lack of active and enthusiastic promotion.

8. The morale of many teachers has seemingly been improved where
eredit union facilities have been available because of the privilege of
repaying loans in small monthly installments and at a lower rate of inter-
est than is possible with other small-loan institutions.

4, Credit unions charge a lower rate of interest on loans than do
most private lending agencies and make loans possible at legal rates to
many teachers who are unsble to borrow small amounts from the banks.

5. The money invested in teacher credit unions is protected by by~
laws approved by the banking departments of the various states, by the
character and salary of the borrowers and co-signors, by state and federal
eredit union laws, by the guaranty or reserve fund of the union, and by
insurance on loans.

6. No loss of funds has occurred in any Oregon teacher credit
union, and the loss in eredit unions in the United States and its posses-

sions has been less than one per cent,



7. The teacher credit unions which are most successful are those
which have ont!mtul'cia_ officers and members.

8, Few credit unions pay dividends on sheres wntil they have been
organized at least three years because the initisl expenses usually are
greater than the earnings of the first two years,

9. Low operating and overhead costs enable credit unions to lend
money at lower rates of interest than most privete loan institutions.

10. The most common investments of teacher credit unions have been
in school warrants and in shares of the State League.

11, The initiation fees of teacher credit unions in Oregon are reason-
able enough to enable all teachers %o become members,

12, Since their organization the teacher credit unions of Oregon
have consistently inoreased the emount of their loans, their capital, and
their earnings from interest on loans and investments.

183, Few members of teacher credit unions withdraw their membership;
hence, it may be assumed that those teachers who have taken advantage of
membership are satisfied with the results obtained.

14. The future development of credit unions in Oregoen depends upon
a planned educational program regarding the value and nature of ecredit
unions which will reach all teachers in the state.

Conclusions

The credit unions in Burope and the United States differ as to the
types of services rendered to their respective memberships. In the United
States the sole aim of the credit union movement has been to create "an
agency which will give cash credit from their own pooled savings to con=
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sumers at minlmm cost."> The Muropean credit unions, under the Reiffelsen
and Schulze~Delitzsch systems, were organized chiefly to ald and encourage
production through cooperative astivities of many kinds, including eattle=
purchasing, bakeries, and food depots. <

The survey made of the teacher eredit unions in Oregon shows that
the larger unions are more likely to succeed than the smeller omes because
thelr large capital resources enable them to meet all requests for loans by
their members. The smallest of the credit unions in Oregon has & lending
power of less then twelve hundred dollars and a membership of less than one
hundred. The only teacher credit union studied which has more than suffi-
cient capital with which to meet all demands happens to be the largest,
with 1,29) menbers.

Credit unions lend money to membors at interest rates lower than
those charged by most othor small-loan agencies. Private small~loan
agencies in Oregon are allowed by the Small Loan Law to lend money to
clients at & maximum rate of 3 per cent per month on the unpaid balance,
although seme charge only 2% per cent per month on the unpaid balance.

Credit unions have proven themselves to be safe financial insti~-
tutions in which to invest one's money; the loss suffered by eredit unions
in the United States has been less than one per cent, while in Oregon
there has been no loss sustained by any teacher credit union,

Due %o the original cost of organizetion, & new oredit union is

usually unsble to pay dividends on shares for the first two years follow-

l‘!nc»y F. Bergengren, Cuna Emerges (Kingsport, Tenn.: Kingsport
Press, Inc., 1936), p. 19.
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ing its organization. Once its organization debts are paid, however, the
dividends which it pays on investments are, at present, larger tham those
paid by most savings institutions. Of the credit unions studied, one
paid dividends the first year, one the second, a third the third year,
and the fourth the fourth year. The larger the credit union membership,
the greater is the possibility of paying dividends in the rirlt~ or second
year of organization.
In 1939 the teacher ecredit unions in Oregon paid dividends of 6, 5,
4, and 3 per cent respectively. This is a greater return than the li’ per
cent paid by the savings banks and the 2 per cent paid by postal savings.
It is recommended that an attempt be made to orgenize teacher credit
unions in those sections in Oregon which inelude erough teathers to give
promise of organizations with sufficiently large memberships and capital.
Where this is impossible, as in those areas in which the few teachers em=
ployed are geographically widely separated, it should be possible to form
credit unions offering membership to all county employees, as has recently

been done in Lincoln County, and permit teachers to join these.
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Analysis of the Credit Union Enebling Ack
of the State e?"&rogc_n}

CREDIT UNION LAW

Chapter 23, Title 22, Oregon Code 1930, as amended by Chapter 183, Oregon

Laws, 1939

1, What assistance is provided by law for applicants for chartery None.

4.
8.

6,

Te
8

D

What groups may apply for charter? Seven or more persons employed or
residing in the state.

How is charter secured? Certificate of organization and by-laws are
submitted in duplicate with a fil fee of $5.00 to the superintendent
of banks for his decision based on (1) whether the standing of the in-
eorporators assures proper administration, and (2) whether publie conven~
ience would be served. This decision must be rendered within 60 days.
If refused, he returns one copy of the certificate of organizetion en-
dorsed "refused."” If approved, he notifies the incorporators and files
one copy of the certificate of organizetion in his own office and the
duplicate with the elerk of the county in which the credit union is
locateds If he is satisfied that conditions precedent to commencing
business are met, he issues within 6 months after original filing of

the certificate of organization an authorization certificate in tripli-
cate. He sends one copy to the corporation, files one in his own office,
and files the other with the clerk of the county in which the eredit
union is loecated.

Under supervision of what official? Superintendent of banks,.

Extent of supervision required by law. Anmual reports and anmual audits
by the superintendent of banks are required. Additional reports may be
required by the superintendent of banks.

Charges made for supervision. Examination fees;

Assets Mﬂ,MO ¢ « » s s o aFoOOS ‘10
'5.009-15,000. ® s o 5 & & 0 156
15.000-25.009. ® & 2 & & © » 25
25,000 and above « « « « « « Actual cost of examination,

Par value of shares. Not to exceed $25.

Minimam number of directors and committee members. Board of directors,
5; eredit committee, 3; supervisory committee, 3.

Compensation of directors and committee members. Prohiblted.

lprthur H, Ham and Leonard G, Robinson, A Credit Uniom Primer, re-

vised by Rolf Nugent, (New York: Russell Sage Foundation, s PPe 182~
33,



10.
1l.
12.
13.

14,

18,
16.
17.

18,

19,

20,

21,
22,

23,

24,

Compensation of officers., Fixed by the by~laws.
Entrance fee for membership. Fixed by the by-laws.
Maximum fine. Two per cent a month.

Dividend limitation. None shall be declared in excess of 6 per cent
per annum,

Maximum loan. Fixed by the board of directors but no loan mey exceed
10 per cent of the capital of the credit union.

Maximum loan without security. $50.
Maximum rete of interest. One per cent a month on unpaid balances.

May directors and committee members borrow? When approved by the mem=
bership at a special meeting.

How may funds be invested other than in loans to members? In shares
and deposits of other ecredit unions,.

Borrowing capacity of credit union. lNot to exceed 40 per cent of its
capital, but when its capital is $5,000 or less the credit union may
borrow up to §2,000,

Maximum value of shares which one member may hold., Fixed by the board
of directors.

Maximum deposit by one member. No limitation.

What inoome must be transferred to reserve fund? Fees, fines, and 25
per cent of net earnings.

Vhen may the percentage of net earnings required for reserve fund be
reduced? When the guaranty fund equals the capital. (The guaranty
fund may r)wt exceed the capital plus 50 per cent of its other lia-
bilities.

How may reserve fund be invested? In the same mamner as general
funds.

25. Provision for taxation made by enabling act. Exempted from taxation

except such taxes as are levied against mutual savings and loan
associations unless they are specifically named in the taxing statute.
("The 1939 legislature amended the Excise Tax Law dealing with ex-
empted corporations and added the following sub-section: 'State eand
federal credit unions, so long as the interest or dividends paid on
shares do not exceed eight per cent (8%) per ammm'.)



Nutshell Faets About Credit Unions for Teachers

What ere they? Teacher eredit unions are local associations for helping
Their members seave money and giving them a place to borrow at reasonable

rates.

Vihy are tho¥ needed? Teachers have meny calls for extra funds--for summer
courses, help to relatives, attending conventions, buying clothes and
equipment, vecations, medical service, house end car repairs, and family .
expenses. They need facilities which will meke it easy for them to antici~-
pate money demands by regular saving, or to obtain loans without having to
pay excessive interest charges.

Who be members? Bach eredit union serves the teachers in a given lo-

cality, usuaily an entire eity, town, or county, with such membership
restriotions as the by-laws may provide.

How are savings handled? The eredit union treasurer promptly deposits
savings in an ank, where they are held until needed for loans or
withdrawals. The treasurer and all others handling eredit union money
must be bonded.

Can sgl be withdrawn at will? Yes, subject to the usual savingsebank
provision sixty days ce, which is rarely invoked. Borrowers or
ondorsers on a credit union note must obtain the credit committee's consent
before reducing their holdings below their obligations.

Who may borrow? Only members of a given credit union may borrow from its
8e

For what purposes may members borrow? Members may borrow for any useful
purpose. .

What is the loan edure? The member wishing to borrow files an appli-
eation for a loan, %Ieﬁ Ts considered by the credit committee. If the
loan is approved, and funds are available, the treasurer issues a check
for the full amount to the epplicant.

Who knows about the transaction? The fact that a member has asked for a
Toan, and all details conocerning the transaction, are kept strictly con-
fidential by oredit union officials.

How are loans Im&d{ Usually in monthly or pay-day installments., A
loan may run for as long as two years.

What interest rate is charged? Federal credit unions are restricted by
law to & maximum interest rate of | per cent per month on the unpaid bale
ance., At this rate a loan of $100 repaid in ten monthly installments
would cost a total of $5.50 in interest.
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Who runs the eredit union? A board of directors, a credit committee, and
a supervisory committee. All are elected by the members. The board
chooses the credit union officers from its own membership.

How are credit unions supervised? The supervisory committee keeps an eye
on credit union business em sudits the books. Federally-chartered credit
unions are examined periodically by examiners of the U. S.Farm Credit

Administration. State-chartered credit unions are under the supervision
of state authorities.

How has the credit union plan actually worked? The practical workability
of teacher or unions has beon pr eir highly suecessful record
over & long period of years, in good times and bad, Over 350 teacher
eredit unions are now actively at work. Each year they loan their members
many millions of dollars, The largest teacher credit union now has & share
eapital of approximately $1,000,000,

How a eredit union be started? For a federal eredit union charter an
uppﬁui!on blank, togother With oredit union literature, will be supplied
from Washingbon on request. Ab least seven persons must sign the applica=-
tion. If the local conditions are such that & oredit union would be likely
to operate successfully the charter will probably be granted., For state
eredit unions & similar procedure is usually followed.

For further information write to the
CREDIT UNION SECTION
FARM CREDIT ADMINISTRATION
Washington, Ds Ce
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%ﬁouhm Teachers! Oredit Union

Hugene, Oregon

Statement of Receipts and Disbursements for month ending May 31, 1940:

RECEIPTS

eg 304,30
Loans 1174 .38
Interest 72.21
Entrance fees 2,00
Warrant cashed 86.25
TOTAL RECEIPTS : 14
Cash at beginning of month 4386,48

-

Statement of Condition MNay 81, 1940:

gsms
ash on hend in bank

4746.70

Oregon Cemtral C.U. deposit 1004.76
Oregon Central C,U. sheres 325.41
School warrants 465,00
Loans 6031,22
Expense 98,21
u—u-'--

DISBURSEMENTS :
Toans 1154.13
Interest refund 3,76
Expense 6.04
Warrent purchased 65,00
TOTAL DISBURSEMENTS 122892
Cash at end of month 4746.70
BO75.62
s e

LIABILITIXS

8 11870,.87
Intrance Fees 9.00
Guaranty Fund 320,08
Undivided earnings 66.83
Interest 399,52
12666.30
e S )

Total mumber of members aticlose of month 122
Total numboer of borrowers at close of month 48

The following represents a financial record of the affairs of the
eredit union for the period from Jamuary 1, 1939 to December 31, 1989.

STATEMENT OF CONDITION

ASSETS

Cash and due from banks 714.58
Loans outstanding 8855.84
Bonds-Springfield warrant 86.25

Oregon Central C.U. shares 5,41
Oregon Central C.Ue. deposit 1004.76
TOTAL ASSETS 10166.84

i

LIABILITIES

o8, including dividends 9683.93
Guaranty fund 320,08
Undivided earnings 67.83
Accrued expense 95,00
TOTAL LIABILITIES 10166.54

praasssses
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Statement of Condition, Bugene-Lene Teachers' Credit Union, Cont'd

RECEIPTS AND DISBURSEMENTS

RECEIPTS DISBURSEMENTS
Sheres including dividends 6746.69 Shares withdrawn 2090.98
Loans repald 8449.25 Loans made during yesr 12344,02
Warrants sold 386,06 Warrents purchased 86.25
Money borrowed 2400,00 Borrowed money repaid 2400.00
Interest received 813.97 Interest paid 11.56
Entrance fees 25,00 Dividends paid 395,33
Cash long 3436 Expenses 216.45
Accmwed exp.-salaries 95.00 Dop« with Oreg.Cent.C.Us 1005,17
Shares trans. Und/Earn 3400 '
TOTAL RECEIPTS Y8928.52 18549.56
Cash at beginning 341 .82 714,58
TOTAL 15264.14 10264.14
LR L ]

PROFIT AND LOSS STATEMENT

EXPENSES BARNINGS
Salaries 95,00  Interest on loans 790,17
Interest on borrowed money 11,36 Interest on securities 23.80
Printing and supplies 16.83 Cash long 8.35
Legal expenses 19,00 :
Other expenses 85,00
TOTAL EXPRNSES 227.81  TOTAL BARNINGS BI7.52
Net' earnings 589,51
TOTAL Bi7.82  TOTAL BI7.82
Ssrsses P =]
DISTRIBUTION OF NET EARWINGS
Net earnings 589,51 26% trans. to Guar/fund  147.38
Dividends cred. to shares 305.33
TOTAL Net add. to Unddiv/Barn 46,80
589,61 589,51
P ey

GUARANTY FURD

Additions during years
25% of nek earnings for yr. 147.38
N » Entrance j‘;el 25,00
+ in G/F close of yr. 320,08 Bal. in G/F begs of yr. 147.70
TOTAL 320,08 §20.08
sowgT SEesrem



Bugene-Lane Teachers' Credit Union, financial statement, Jamuary 1, 1939
to December 31, 1939, Concluded

Number of members added during the year 25

Number of members at clese of year 116

Number of borrowers at clese of year 60

Anmual rate of dividend

{nterest chapged of borrowing members 1% per month on unpaid balance
Amount of largest loan 840.88

Number of unsecured loans over $50 None

Loans to non-membors None
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