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1. KENT CREDIT UNION

1.1 Issue for Decision

1.1.1 To consider formal support from the council including a financial
contribution of £10,000 over two years.

1.2 Recommendation of Director of Resources & Partnerships

1.2.1 That the Cabinet Member for Community Services formally supports
the Kent Credit Union including a total financial contribution from the
council of £10,000 over 2 years.

1.3 Reasons for Recommendation

1.3.1 A Credit Union is a savings and loans co-operative which promotes
financial inclusion by encouraging its members to save money and by
providing low cost loans - including to those who find it difficult to
borrow from mainstream sources.

1.3.2 Credit Unions are authorised and regulated by the Financial Services
Authority and all individual investments are 100% guaranteed by the
Financial Services Compensation Scheme (up to £50K).

1.3.3 Kent County Council is proposing the establishment of a county wide
Kent Credit Union (including Medway) through a charitable company.

1.3.4 The Kent Credit Union will offer a range of savings products, including
instant access and longer term bond accounts. Four different types of
loans will be available for a range of circumstances with the credit
union lending to people out of work and homeowners. It is also hoped
that a bill payment service will be offered working closely with money
advice agencies. It will focus on supporting those who find it difficult
to access mainstream financial services working through local
champions and trusted intermediaries in the county’s most deprived
neighbourhoods.
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1.3.5 The Kent Credit Union will be an independent legal entity Kent &
Medway Financial Inclusion Partnership Ltd. This company will be
applying to the FSA for authorisation and is being supported by KCC
during its development phase working with a steering group of
supporters and other interested parties which includes district councils,
registered social landlords and the advice sector.

1.3.6 Since 2002 the council has been a partner with Maidstone Housing
Trust and Hyde Housing and the Kent Reliance Building Society (KRBS)
in a Savings and Loans Partnership scheme targeted at their social
housing tenants in the borough. This scheme involved the council as a
sleeping partner investing £10,000 as a loans deposit guarantee.
However the scheme was not taken up by Housing Trust tenants in
any significant numbers, for a variety of reasons including lack of
tenant awareness and tenant difficulties in accessing the financial
services. KRBS therefore took the decision to close it in 2008 and to
return the council’s deposit. It is proposed that this returned sum be
reallocated as the council’s contribution to the Kent Credit Union.
Maidstone Housing Trust has committed to invest £10,000 in the
Credit Union. Measures designed to promote the scheme and improve
financial accessibility include use of the internet and Pay Point, a
money advice service and work in local schools. The Kent Credit
Union’s services are outlined in 1.3.11 below.

1.3.7 What does this mean for the borough of Maidstone?

1.3.8 In 2006 the Financial Inclusion Action Group for the South East
reported that Kent is the biggest example of an area of high financial
exclusion with very low provision of community finance.

1.3.9 Though the Borough as a whole shares the relative prosperity of the
South East there exist persistent pockets of deprivation within it. The
national Index of Multiple Deprivation in its last update (December
2007) showed areas of the High St Ward where average income
ranged from the lowest 2.6% to the lowest 16.9% nationally, areas of
Park Wood where income levels ranged from the lowest 14-15%
nationally and areas of Shepway where the corresponding figure was
16.4%-18.5%. A Credit Union is designed in part to support and
develop residents whose current income and/or debt levels may not
make them attractive to traditional banks, and who are the most
vulnerable to loan sharking.
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1.3.10The latest Maidstone Citizen’s Advice Bureau figures show their debt
work increasing by 56% in the first third of 2009 in comparison with
the same period for 2008. In the first quarter of 2009, their money
advisors have dealt with £3.6 million of indebtedness which is an
increase of a third over the same period for 2008. While a Credit
Union cannot in itself reduce individuals’ debts, it has a clear role in
providing access to an account which permits people the opportunity
to make savings and to subsequently take out loans in circumstances
where a traditional bank would not be able or willing to help, and it has
an important role in providing budget and money management advice
to accompany this facility.

1.3.11How will it work?

1.3.12At the outset, the Kent Credit Union will employ professional, paid staff
to offer a range of services across the county by working with existing
organisations.

1.3.13Services will include:-
e Affordable loans based on ability to repay

Flexible savings in cash, direct debit and automatic deduction
from wages and benefits

e Life insurance as a standard membership benefit

e Budgeting and money management advice

e A bill payment service

e Junior savers working in partnership with local schools

e Ability to apply for a loan and check your balance via the
internet

e Pay Point

e Many options for cash withdrawals and payments throughout
the county.

1.3.14The Credit Union will supply a breakdown of take up across the
borough in order for the Council to monitor effectiveness.

1.4 Alternative Action and why not Recommended

1.4.1 The council could choose not to support the Kent Credit Union.
However, the council would not have the resources to provide the type
of financial support the Credit Union has the capacity to provide for the
borough’s residents.
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1.5 Impact on Corporate Objectives

1.5.1 This initiative supports the council’s key priorities, “creating a place to
achieve, prosper and thrive,” and a place “that has strong
communities”. A cross-cutting objective is to “reduce inequalities
within the borough”. A specific objective is to "manage the impact of
the credit crunch and economic downturn to ensure that "help is
available to those affected by the downturn”. Investing in the Credit
Union supports all of these objectives.

1.6 Risk Management

1.6.1 Credit Union deposits are covered by the Financial Services
Compensation Scheme which protects all individual shareholdings up
to the value of £50,000 (although the maximum deposit in a credit
union for an individual is currently £10,000). Corporate deposits are
not covered in the same way, but individual agreements can be
negotiated.

1.6.2 There are no financial risks to the Borough Council. The Credit Union
will be a completely separate organisation and the council will not be
involved in underwriting and risks associated with financial or any
other failure of the organisation.

1.7 Other Implications

1.7.1
1. Financial
X
2. Staffing
3. Legal
4. Equality Impact Needs Assessment
5. Environmental/Sustainable Development

6. Community Safety

7. Human Rights Act

8. Procurement

9. Asset Management
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1.7.2 Financial - in round figures the development costs for the Credit Union
are made up of three elements:-

1. Set up costs of £100,000

2. 5 year running costs of £500,000

3. Money for the loan fund (private/individual investors and some
incentive sums from supporting agencies)

1.7.3 Kent County Council has committed £250,000 and a further £80,000
has been committed by Registered Social Landlords. District Councils
are being asked to contribute £10,000 each over two years.

1.7.4 The model of financial projections produced by KCC and included in
their draft outline business case published in December 2008
presumes financial self sustainability at the end of year 5.

1.8 Conclusions

1.8.1 Credit Unions successfully operate in other areas of Britain and the
business case KCC have produced is based on the experience of
existing successful ones from across the country.

1.8.2 There has probably never been a more appropriate time to establish
one in Kent and Maidstone should be a priority for this service if it is
established.

1.8.3 There are potential benefits to Maidstone in terms of the provision of
public services and the resources allocated to supporting people
because of bad debt, poor advice from lenders, mental health
implications and family breakdown.

1.9 Background Documents

None.
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NO REPORT WILL BE ACCEPTED WITHOUT THIS BOX BEING
COMPLETED

Is this a Key Decision? Yes No X

If yes, when did it appear in the Forward Plan?

Is this an Urgent Key Decision?  Yes No X

Reason for Urgency

[State why the decision is urgent and cannot wait until the next issue of the
forward plan.]

How to Comment

Should you have any comments on the issue that is being considered please contact
either the relevant Officer or the Member of the Executive who will be taking the
decision.

Clir Marion Ring Cabinet Member for Community Services
Telephone: 01622 686492
E-mail: marionring@maidstone.gov.uk

Paul Taylor Assistant Director of Customer Services and Partnerships
Telephone: 01622 602068
E-mail: paultaylor@maidstone.gov.uk
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