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(1) General Statement 

 
The Loan Charge Off policy has three main purposes: 

▪ to insure the timely recognition of losses and adjustment for non-performing assets; 

▪ to provide full and fair disclosure of statutory reserves on the financial statement; 

▪ to provide guidance for staff preparation of recommendations to the Board of Directors for charge-

off action. 

 

This policy is intended to cover the charge off of loans, leases and credit cards. 

 

(2) Process 
 

Every month, New Economy Credit Union staff will prepare for the Board of Directors a written report 

of loans, leases and credit cards items recommended for charge off. Prior to submission to the Board, 

the Collections staff and management team will review each account. This report will be presented to 

the Board as part of the regular monthly Board package. Action by the Board will be recorded in the 

Board meeting minutes and charged-off loans, leases and credit cards will become a permanent 

attachment to the minutes. 

 

(3) Post Charge Off Activity 
 

Charging off a loan or deposit balance does not mean that the account should be forgotten. The debt 

is still an asset of the Credit Union; although, because of its doubtful value, it is not so reflected on the 

books. Charged-off debts (except bankruptcies) should be assigned to a collection agency, a collection 

attorney, or the Credit Union Staff Attorney. 

Charged-off debts should be reviewed from time to time (including those debts assigned to a collection 

agency or outside attorney) to determine whether any changes in the circumstances of the borrower or 

other party responsible for payment may make recovery possible. 
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(4) Other Procedures 

 

Prior to recommending an account for charge-off, Collection Department staff will transfer to the loan 

all shares/savings legally available for transfer. To avoid violating the automatic stay, members who 

have filed Chapter 7, 11, or 13 bankruptcy will have shares transferred after a discharge has been 

granted. If a member has caused a loss to the Credit Union, the member shall be expelled. 

 

The Collection Department will maintain records of delinquent and charged-off loans as directed, 

including (but not limited to) bankruptcy loss totals required by NCUA. A profile of charged-off loans 

will be reported monthly to the Board. Staff will review other account relationships that a delinquent 

or charged-off borrower may have with the Credit Union. 

 

(5) Settling of Charged Off Accounts 

When attempting to collect on a charged-off account, a Collection Representative strives to collect the 

principal and accumulated interest. When a member approaches a Collection Representative to settle 

a charge-off, the proposal should be communicated to the President and/or Staff Attorney. At that 

time, it will be decided if the amount offered by the member is acceptable as payment in full. 

 

If the settlement leaves an outstanding balance of $600 or greater, a form 1099C will be completed 

and reported to the Internal Revenue Service, as required. A member who has repaid in full the loss 

incurred by the Credit Union on an account may be eligible to reopen a share account and regain full 

membership status. In such a case, credit bureaus are informed to reflect the payment in full and 

remove the charged-off status on the account.  

 

If the amount of the settlement is not acceptable, the collection representative will communicate with 

the member in an attempt to obtain a just and full repayment of both the principal and interest. In the 

event of the member causing any financial loss to the Credit Union, the member shall be expelled 

pursuant to the Credit Union’s expulsion guidelines. 

 

(6) Charge off Requirements 

The following will serve as general guidelines for the timing and circumstances of charging off Credit Union 

loans; 

• A loan in bankruptcy, within 60 days of receipt of notification of filing from the bankruptcy court, unless 
the Credit Union can clearly demonstrate and document that repayment is likely to occur. Loans with collateral 
may be written down to the value of the collateral, less cost to sell. However, in chapter ll and 13 bankruptcy 
proceedings, if the court lowers the amount that the borrower must pay, the Credit Union should immediately 
charge-off that portion of the debt discharged by the court.  

• On a fraudulent loan, no later than 90 days of discovery or when the loss is determined, whichever is 
shorter;  

• A loan of a deceased person when the loss is determined;  



 
• A loan, where a deficiency balance remains after the sale of repossessed collateral and where the Credit 
Union has received no payment and has no apparent course of action;  

• A loan determined to be a “skip” and the Credit Union has not had contact for 90 days;  

• A delinquent loan that has been referred to an attorney to pursue legal remedies, unless there are 
extenuating circumstances to indicate the Credit Union will collect the loan;  

• A non-performing loan more than 180 days past due without a payment of at least 75 percent of a regular 
monthly installment within the last 90 days. In cases of non-performing loans, transfers from shares and 
proceeds from the sale of collateral generally do not constitute “payments”;  

• An estimated loan loss, where the Credit Union has repossessed, but not yet sold, collateral on hand. The 
Credit Union may transfer the loan balance into the Collateral in Process of Liquidation account and should 
charge-off any outstanding loan balance in excess of the value of the property, less the cost to sell;  

• A loan deemed uncollectible, where additional collection efforts are non-productive regardless of number 
of months delinquent.  

 


