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List of Acronyms/Abbreviations 

AC FULM Association of Citizens Financial Sewicesfor the People of Macedonia - The 
not-for-profit organization created as WOCCU's local counterpart and the 
sole owner of the savings house company. 

CSHI 

FSH 

Community Self Help Initiative 

FULM Savings House - The local financial institution created by 
WOCCU to provide the intended savings & lendmg services. Licensed as 
a limited services savings bank under local law, the company was fully 
capitalized by a grant from project bnds. 

MCUL Michigan Credit Union League 

NBRM National Bank of the Republic of Macedonia 

PTP People to People - a WOCCU program connecting international credit 
union movements with United States Credit Union Leagues for continued 
technical support. 

TA Technical Assistance 

USAID United States Agency for International Development 

WOCCU World Council of Crecht Unions, Inc. 
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Executive Summary 

The World Council of Credit Unions, Inc. (WOCCU), FULM Savings House Project 
"Rural Credit Support Activity" project 165-A-00-03-00 103-00 ended on September 30, 
2006 on a very positive note. FULM Savings House member owners have proven a 
democratically owned cooperative financial institution does work in Macedonia. 
Through insurmountable odds FULM Savings House (FSH) has continued to grow and 
provide a safe and sound member owned financial institution providing needed savings 
and credit services to the people of Macedonia. 

With pending legislative changes for the banking sector in Macedonia it was clear that 
savings houses would have to meet certain requirements in order to maintain their status 
as deposit taking financial institutions. The amendment to the WOCCU project acted to 
solidify FSHYs position in the banking sector, and provide additional liquidity to meet 
member demand for current and new financial services an area that has been underserved 
due to restrictions in permissible FSH activities in mobilizing savings. Amendment 
components included funding for loans-student, agriculture, legal registration of 
informal businesses, start-ups-study and training related to non-bank financial 
institutional (NBFI) legislation, legal services for re-registration of FSH as a joint-stock 
company, and technical support for the development of new loan products. 

During years 2005 and 2006 elected persons within the governance bodies of FULM 
Savings House abused their appointed director's powers for personal gain. This is 
something that is seen within WOCCU projects where the project is graduating from 
assistance and the governance leaders are beginning to flex their own muscles. We do 
want to see governance leaders take what they have learned from the project period and 
begin to utilize this information in the future development of the institution. Yet, 
sometimes governance leaders take the wrong direction and we have to allow the 
democratic process to take place at the Membership Annual General Assembly. 

WOCCU along with FULM Savings House management became alerted to this misuse of 
power at the point when the AC FULM Board of Directors refused to sign a 
Memorandum of Understanding with WOCCU which stated all USAID donated funds 
must remain with the financial institution of FULM Savings House no matter what 
changes took place at the legislative level. In other words, if FULM Savings House was 
required by law to reregister as a joint stock company (or other recognized form) all 
USAID donated capital must remain with the reregisteredlre-licensed institution in the 
form as recognized by the Government of Macedonia. Never during the life of the 
WOCCUIFSH project were USAID donated funds designated for AC FULM. 

The weak point in this whole situation was that due to current Savings House Law an 
NGO must be named as the founder1 owner of a savings house. AC FULM was the 
founderlowner of FULM thereby having the authority and control to determine the fate of 
FULM Savings House the financial institution. Months and WOCCUYs own resources 
(not project funding) were spent on negotiation time with the board members of AC 
FULM. It was clear that the AC FULM Board of Directors were intent in not signing the 
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MOU and not re-licensing FSH. This would result in FSH being closed by the National 
Bank of the Republic of Macedonia (NBRM) and once all liabilities were paid the 
remaining capital of FSH would become the property of AC FULM. 

Under extreme pressure and duress from the AC FULM board of directors, the managing 
board of FULM Savings House, FSH Director and staff fought to maintain FSHYs 
democratic member owned structure. Local member assemblies were attended to educate 
members that AC FULM board of directors were trying to take control of the FSH which 
would result in the closing of the institution. AC FULM retaliated stating the assemblies 
were not within the bylaws and negated those persons elected at the local level (if not AC 
FULM supporters) as delegates to vote at the AC FULM Annual Assembly scheduled for 
May 2006. Supporters of FSH (Members, FSH managing board members, FSH Director 
and staff) continued their educational campaign ensuring that members understood their 
rights as member owners. Delegates elected at the local levels maintained their status to 
vote at the AC FULM Annual Assembly. 

Once the delegates were elected at the local branch levels, WOCCU supported by USAID 
Macedonia held a Delegate Educational Session. The elected delegates were provided, in 
detail, the effects of AC FULM actions and by its interference FSH was close to losing 
the desperately needed donated funds provided through USAID within the WOCCU 
amended project. Delegates were provided the true picture: if AC FULM did not sign the 
WOCCU MOU, FULM Savings House would not receive the $450,000 grant needed to 
meet the 5 million Euro in Capital potential requirement, that continued member savings 
mobilization would be restricted, and that liquidity for loans to members would not be 
available causing interest income loss to their institution. Upon hearing the actions of 
the current AC FULM Board of Directors, the elected delegates realized they were 
responsible on behalf of the entire membership of FULM Savings House to re-take 
control of their financial institution. 

The Annual Assembly of AC FULM took place at the end of May 2006. The Board of 
Directors of AC FULM coerced the elected delegates stating they did not understand 
their rights under the AC FULM Bylaws, and used social and economic status as an 
intimidation factor, but the delegates held their ground and after tense dialogue, the AC 
FULM Board members left the annual meeting stating the delegates' actions were against 
the bylaws therefore calling the meeting to end. The delegates realizing they still held 
quorum, continued with the Annual Assembly with the following elections results: three 
directors of AC FULM were voted out of office, two directors with expired terms were 
not re-elected. Therefore, 5 of the 9 members of the board were newly elected. The old 
regime of AC FULM was in the minority and a strong message was made to the 
remaining board members. The meeting served as a reminder of the democratically 
structured and member owned institution of FULM Savings House; board members were 
elected leaders voted in by the membership with a mandate to vote in representation of 
the entire membership and not in accordance with individual wishes. 

The FULM. Savings House, WOCCU led project, is a prime example of how 
democratically structured and member owned institutions do work within transitioning 
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market environments of which democracy is being introduced as a valid form of 
governance in the public as well as private sectors. FSH members clearly understood the 
governance roles of the elected volunteers as well as their own individual roles as 
member owners. Once the governance leaders usurped their roles the member owners 
took control through a democratic election of leaders that would govern the institution in 
the manner of which it was originally intended. 

I. PROJECT IMPLEMENTATION AND RESULTS ACHIEVED 

A. Project Progress VS. Targets 

Even though FULM Savings House had internal structural challenges throughout the 
project period, its financial performance levels outpaced many financial institutions 
throughout Macedonia. Targets set as a part of the USAID Macedonia funded FULM 
Savings House WOCCU project were achieved and in many cases exceeded original 
goals. Below are the targets assigned to FULM Savings House during the project period. 

1. Student Loan 

The FSH student loan product has been a huge success. As of September 30, 2006, the 
total outstanding balance of the student loan portfolio is US$964,304, representing 1,189 
individual student loans. The target for student loans under the USAID funded project 
was 300 student loans at US$189,000. FSH during the project period disbursed 475 
student loans in the amount of $270,128. 

2. Agricultural Loan 

FSH has substantial lending experience in the area of micro lending to small farmers. As 
of September 30, 2006, FSH expanded its agricultural loan portfolio by 57 loans valued 
at US$79,613. 

3. Micro Business Support Loans 

Under this category FSH designed and made available loans to assist those members 
becoming self employed. In particular, the target group will be entrepreneurs involved in 
selling vegetables at stands in the Green Market and other small vendors. FSH has 
worked closely with well established NGOs in Macedonia and job placement and 
mediation agencies. The target for micro business loans under the USAID funded project 
was to supply 150 loans valued at US$188,000; FSH during the project disbursed 196 
loans at US$307,272. 

4. WOCCU Technical Support for Development of New Loan Products 
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The WOCCU Technical Support budget was set at US$50,000 to provide further support 
to FSH in the development of its new loan products and services. WOCCU provided 
technical support assistance and monitoring through its semi monthly trips to Macedonia. 
The majority of expenses as incurred under "Technical Assistance" was funded by 
WOCCU and not under the USAID funded grants. This is due to the increased number 
of trips required in order to address the FULM Savings House governance issues as 
caused by AC FULM board of directors. 

B. Analysis of Financial Performance of FULM Savings House 

FSH performance as of September 30,2006, has surpassed Project targets. 

FSH membership surpassed project targets with 5,925 members holding accounts. 
Female account holders are 43.10% of the total account holders again surpassing the 30% 
target ratio set for the project period. 

Objectives 

Membership 
Savings Mobilized 
Net Loans Outstanding 

As of September 30 2006, the FSH's total member savings is US$2,245,004; this far 
surpasses the Project's end savings goal of US$1,648,723 by more than 36 percent. 

Loans to members have exceeded project target goals by more than 26% of the original 
target goal of US$2,742,387 at US$3,443,911. 

Project Targets 

5400 
US$1,648,723 
US$2,742,387 

The FULM Savings House Capital of 38.08% of total assets reflects an incredibly well 
reserved financial institution. In order to illustrate: throughout Europe the Capital levels 
maintained by financial institutions must not fall below 8% of assets; in the United States 
the Capital requirement is not to fall below 7% of assets both regulatory definitions are 
stated within a risk weighted environment for financial institutions. 

Achieved as of 
09/30/06 

5,925 
US$2,245,004 
US$3,443,911 

Member loan delinquency continues to be an issue where FSH management and staff 
need to monitor member loan payments. The Total Delinquency to the Gross Loan 
Portfolio remains high at 7.52%, but FSH has hired a central office collections officer 
that is coordinating delinquency throughout the FSH branches. This consolidated effort 
has been seen to reduce delinquency by making a regular, methodical effort in contacting 
those members that are routinely late in making payments. As the collection loan officer 
continues to work delinquent accounts the FSH member loan delinquency ratio will 
lower. 

The operating expenses of FULM Savings House had maintained a ratio within 13% to 
13.5%. Even though this ratio seems high as compared to other financial institutions it 
must be kept in mind FSH has high overhead costs due to its multi branch system. FSH 
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management and staff work within a tightly constrained operating budget monitoring 
costs on a daily basis. 

11. SUMMARY CLOSING OF PROJECT 

This project was truly a success on many levels. 

FULM Savings House is a very safe and sound financial institution that listens to its 
memberships needs by implementing relevant savings and loan products and services 
within a structure that is strengthened by detailed operational policies and procedures. 
FSH staff over the multi WOCCUIFSH project period has gained in-depth knowledge 
and experience and as a result FULM Savings House has huge potential in becoming one 
of Macedonia's premier financial institutions. 

World Council of Credit Unions, Inc. at this time would like to thank USAID Macedonia 
for supporting FULM Savings House with its governance issues of AC FULM. A special 
thanks is sent out to Mr. Richard Goldman, Former Director, USAID MK, Mr. Peter 
Lampesis, USAID MK Economics Growth Department and Mr. Szdravko Sami, USAID 
MK, Project Oversite Manager. USAID Macedonia supported FULM Savings House 
and its project implementer World Council of Credit Unions, Inc., throughout this 
enormously trying period. Without USAID Macedonia support, FULM Savings House 
and its membership would not have had the ability to enact its member ownership rights 
through the democratic election process. As a result, FULM Savings House remains a 
top notch financial institution that is owned and operated by its members and respected 
amongst the financial services industry of Macedonia. 
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FULM Savings House 

PEARLS as of September 3 1,2006 

Stedinica FULM Consolidated 
Based on US$ 
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Assets 
Number Of CU Members 

Men 
Women 
Gender not Reported 
Total Number Of Members 

Number of Other Service Users 
Youth 
Third Parties 
Total Number of Other CU Service Users 
Total Number Of Members & Other CU 
Service Users 
Earning Assets 

Loans to Members 
Short Term (< =1 Year) 
Medium-Term (1 -3 Years) 
Long-Term (> 3 Years) 
Other Special Loans 
Loan Loss Allowances 
Total Net Loans 

Liquid Investments 
Liquid Investments 

Liquidity Reserves - CFF 
Other Liquidity Reserves 
Short-Term CFF Deposits 
Short-Term Bank Deposits 
Short-Term Securities and Investments 
Other Liquid Investments 1 
Other Liquid Investments 2 
Other Liquid Investments 3 
Total Liquid Investments 
Liquid Investments Allowances 
Total Liquid Investments 

Financial Investments 
Financial Investments 

Shares - LeagueIAffiliation 
Long-Term CFF Deposit 
Long-Term Bank Deposits 
Long-Term Securities & Investments 
InterBranch Investments 
Other Financial Investments 1 
Other Financial Investments 2 
Other Financial Investments 3 
Total Financial Investments 
Financial Investments Allowances 
Total Financial Investments 

Non-Financial Investments 
Various 
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Non-Financial Investments Allowances 
Total Nun-Financial Investments 
Total Earning Assets 
Non-Earning Assets 

Liquid Assets 
Cash & Equivalents 
Current Accounts (Checking) 
Foreign Currency 
Liquidity Reserves - CFF 
Other Liquidity Reserves 
Other Liquid Assets 
Total Liquid Assets 

Accounts Receivable 
Debtors 
Interest Receivable 
Notes Receivable 
Payroll Deductions Receivable 
Interbranch loans interest receivable 
Other Accounts Receivable 
Receivable Loss Allowances 
Total Accounts Receivable 
Number of Credit Unions in this Report 

Stedinica FULM Consolidated 
Based on US$ 

Non-Earning Assets 
Fixed Assets 

Land 
Buildings (Cost) 
Leasehold Improvements 
Furniture & Equipment 
Accumulated Depreciation - Buildings 
Accum. Depreciation - Leasehold Improv. 
Accum. Depreciation - Furniture & Equip. 
Total Net Fixed Assets 

Other Assets 
Assets in Liquidation 
Organization Expenses 
Prepaid Expenses 
Other Deferred Assets 
Accumulated Amortization 
Total Other Assets 

Problem Assets 
Doubtful Assets 
Accounting Discrepancy - Assets 
Other Problem Assets 
Problem Assets Allowances 
Total Problem Assets 

Annual 
Goal 

413012006 613012006 8/31/2006 913012006 
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Total Non-Earning Assets 
Total Assets 
Additonal Loan Portfolio Information 

User Defined Provisions Requirement 

Delinquency Based on Outstanding Balance of 
Loan? 

Delinquency 
0-30 days 
1-3 months 
3-6 months 
6-12 months 
> 12 months 
Total Balance Of Delinquent Loans 
User Defined Provisions Requirement 
Total WOCCU Required Provisions 
User-defined Requirements SurplusIDeficit 
Loan Loss Allowances 
Allowances surplusldeficit 
Accumulated Charge-Offs (Historical) 
Recovery of Loans Charged-Off (Historical) 

Stedinica FULM Consolidated 
Based on US$ 

LIABILITIES 
INTEREST BEARING LIABILITIES 

Savings Deposits 
Regular Savings 
TermIFixed Savings 
Youth Savings 
Special Savings 
Pledged Savings 
Total Savings Deposits 

External Credit 
External Credit - CFF (<= 1 Year) 
External Credit - CFF (> 1 Year) 
External Credit - Banks 
Other External Credit - External Institutions 
InterBranch Loans 
Total External Credit 
Total Interest Bearing Liabilities 

Non-Interest Bearing Liabilities 
Short-Term Accounts Payable (<=30 Days) 
Interbranch deposits account payable 
External Credit Payments (<=30 Days) 
Provisions (e.g. Employee Benefits) 
Accounting Discrepancy - Liabilities 
Other Liabilities 

Non 7 Days to 1 
delinquent 1-7 days Month 

2.00% 

Annual 
Goal 

413012006 613012006 8/31/2006 913012006 
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Total Non-Interest Bearing Liabilities 
Total Liabilities 
CAPITAL 

Share Capital 
Mandatory Shares 
Voluntary Shares 
Total Member Share Capital 

Transitory Capital 
Asset Appreciation Over Cost 
Education & Social Reserves 
Monetary Reserves 
Other Reserves 
Accounting Discrepancy - Capital 
Undistributed Net Income 
YTD Net Income (loss) 
Total Transitory Capital 

Institutional Capital 
Statutory & Legal Reserves 
Retained Earnings 
Other Reserves 
Donations 
Undistributed Losses 
YTD Net Income (Loss) 
Total Institutional Capital 
Total Capital 
Total Liabilities and Capital 

Stedilnica FULM Consolidated 
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Based on US$ 

Number of Credit Unions in this Report 
INCOME 

INCOME FROM LOANS 
Interest Income from Loans 
Delinquent Penalty Interest Income from Loans 
Commissions/Fees from Loans 
Insurance Premiums for Loans 
NET LOAN INCOME 
Income from Liquid Investments 
Income from Financial Investments 
Income from Non-Financial Investments 
Fees, commissions income (loans-unrelated) 
Income from Other Sources 
Gross Income 
COSTS/EXPENSES 

FINANCIAL COSTS 
Interest Expense on Savings Deposits 
Insurance Premiums for Savings 
Taxes on Interest Paid For Savings 
Financial Cost - Savings Deposits 
Financial Cost on External Credit 
Financial Costs on Interbranch Leans 
Dividend Expense on Shares 
Insurance Premiums for Shares 
Taxes on Interest Paid for Shares 
Financial Cost - Shares 
Other Financial Costs 
TOTAL FINANCIAL COSTS 
GROSS MARGIN 

OPERATING EXPENSES 
Personnel 
Governance 
Marketing 
Administration 
Depreciation 
TOTAL OPERA TING EXPENSES 
Provision for Risk Assets 
NET INCOME FROM OPERA TIONS 

OTHER INCOME / EXPENSE 
Income from Grants 
Previous periods adjustments (Net) 
Extraordinary income (Net) 
TOTAL 0 THER INCOME/EXPENSE 
Income Tax 
Net Income/Loss 

Stedinica FULM Consolidated 

1 1,979 17,480 
0 0 
0 0 

11,979 17,480 
0 0 

22,602 25,839 
P-E-A-R-L-S 
RATIOS 
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Based on US$ 

Goals 
(Excellence) P-E-A-R-L-S RATIOS 

PROTECTION 
Loan Loss Allowances / Delinq. >12 Mo. 
Net Loan Loss Allow. / WOCCU Allow. 
Required for Delinq. 1-1 2 Mo. 
Net Loan Loss Allow. / User Allow. Required 
for Delinq. 1-12 Mo. 
Complete Loan Charge-Off of Delinquency > 
12 Mo. 
Annual Loan Charge-offs / Average Loan 
Portfolio 
Accum. Charge-Offs Recovered / Accum 
Charge-Offs 
Solvency 
EFFECTIVE FINANCIAL STRUCTURE 
Net Loans / Total Assets 
Liquid Investments / Total Assets 
Financial Investments / Total Assets 
Non-Financial Investments / Total Assets 
Savings Deposits / Total Assets 
External Credit / Total Assets 
Member Share Capital /Total Assets 
Institutional Capital 1 Total Assets 
Net Institutional Capital / Total Assets 
User-Defined Net Capital 
ASSET QUALITY 
Total Delinquency / Gross Loan Portfolio 
User-Defined Delinquency / Gross Loan 
Portfolio 
Non-Earning Assets / Total Assets 
Net Zero Cost Funds 1 Non-earning. Assets 
RATES OF RETURN AND COSTS 
(Annualized) 

Yes Yes Yes Yes 

Minimized 

Enterpreneurial 
Rate 

Market Rates 
Market Rates 

Net Loan Income / Average Net Loan Portfolio 
Liquid Inv. Income / Avg. Liquid Investments 
Fin. Investment Income / Avg. Fin. Investments 
Non-Fin. Inv. Income / Avg. Non-Fin. 
Investments 
Fin Costs: Savings Deposits / Avg. Savings 
Deposits 
Fin Costs: External Credit I Avg. External 
Credit 
Fin Costs: Member Shares / Avg. Member 
Shares 
Gross Margin / Average Assets 
Operating Expenses / Average Assets 

>=R1 
Market Rates, > 

Inflation 

Market Rates 
Market Rates, > 

R5 
"E9= 10% 

<=5% 
"P1=100%, 
"P2=35% 10 Provisions for Risk Assets / Average Assets 
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Other Income or Expense I Average Assets 
Net Income I Average Assets (ROA) 
Net Income 1 Avg. Inst. Cap (ROC) 
LIQUIDITY 
Liquid Assets - ST Payables I Total Deposits 
Liquidity Reserves I Total Savings Deposits 
Non-Earning Liquid Assets 1 Total Assets 
SIGNS OF GROWTH (Annualized Rates) 
Net Loans 
Liquid Investments 
Financial Investments 
Non-Financial Investments 
Savings Deposits 
External Credit 
Member Shares 
Institutional Capital 
Net Institutional Capital 
Membership 
Total Assets 

#NAME? 
< Less Than 
Inflation Rate (Annualized) 
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Minimized 
"E9= 1 0% 
>Inflation 

"Elz70-80% 
"E2<=16% 
^E3<=2% 
^E4=0% 

/'ESZ70-80% 
"E6=0-5% 
^E7<=20% 
"E8>=10% 
"E9>= 1 0% 

>=15% 
>Inflation + 10% 

> Greater Than 
A Amount Needed 
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FULM Savings House 

Actual vs. Project Targets 

As of September 3 1,2006 

Actual vs. Project Targets 
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