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Model 6: Payday Alternative Loan (PAL)

Veridian Credit Union
1827 Ansborough Ave.

Waterloo, IA  50701
www.veridiancu.org  

Assets: $1.4 billion

Members: 150,873

Contact: Kara Van Wert, Manager of Consumer Lending
(319) 287-8202 
karalv@veridiancu.org

Veridian Credit Union (Veridian CU) began offering its Payday Alternative Loan (PAL) on March 1, 2007.

Loan Features:
 Closed-end
 Minimum amount: $400; Maximum loan amount: $1,000
 ½ of loan amount is deposited into savings account until loan paid in full
 6-month term with periodic payments; minimum payment of $20
 Rate: 19% with automatic payment; 21% without automatic payment
 Application fee: $20
 Only one loan at a time
 Amount on deposit earns the Member Equity Savings Rate, currently .75%

Underwriting Criteria:
 Must be at least 18 years of age
 Must have direct deposit of payroll or other income, such as Social Security, pension, child 

support, etc.
 Even with direct deposit, member can choose cash payment, but then rate is 21%
 Member in good standing
 Cannot be delinquent more than 10 days on other Veridian CU loans
 Teletrack report is pulled – applicants cannot have paid/unpaid charged-off loans with payday 

lenders or a pending bankruptcy

Procedures:
 Application can be by phone, online, or at any branch location seven days a week
 Regular loan application is used.  Name, address, income, length of employment, debts, etc. are 

recorded.
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 No debt ratio or length of employment is used to determine approval.
 ½ of loan amount is deposited into a separate savings account under the member’s account 

number and is placed on a restrictive hold until the loan is paid in full.
 Application process takes approximately 15 minutes.

Results for January through October 2008: 
 Total number of advances for period:  2,752
 Average outstanding balances per month: $693,000
 Total loans advanced during period: $2,504,780
 Average PAL amount: $910
 Interest income (through 10 months):  $98,096
 Fee income (through nine months): $50,574  

Note: The application fee was implemented on February 1, 2008.
 Late fee income (through 10 months):  $7,020
 PAL losses (through 10 months):  $44,432 (1.8% of total loans advanced)
 PAL delinquency as of October (November) 2008:

 10 – 29 days 52 loans
 30 + days 63 loans
 Average delinquent loan balance: $557

Collection Activity Procedures:
 10 day notice sent; at 30 days a cure notice is sent
 A telephone contact is made by a collector at 30 days
 After 30 days the PAL is charged off; however collectors may hold loans longer if there is a 

willingness by the member to make payment arrangements.

Marketing the Product:
The credit union includes a description of the PAL product on its Web site with a set of frequently 
asked questions. Other than that, the loan has not been marketed. It has been very successful 
through word of mouth.

Sample Forms Included:
 Veridian CU’s loan application (Exhibit 1), noting the $20 fee disclosure 
 The credit union uses its regular Closed End Note LOANLINER® document for the PAL product, 

which follows (Exhibit 2), but with these differences:
 PAL application fee disclosed at the top left
 Late charge wording
 In the security section the amount held in savings is noted
 On page two, it is noted that $980 is given to the member, with $500 to be deposited to 

the restrictive savings account. Twenty dollars ($20) is the PAL fee.
 Veridian CU’s Web site content comparing its PAL to traditional payday lenders (Exhibit 3)
 Information regarding PAL from Veridian CU’s training manual (Exhibit 4)



Exhibit 1:  Veridian Credit Union Credit Application
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Exhibit 2:  Veridian Credit Union Loan and Security Agreement
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Payday Alternative Loans 
At Veridian, we are committed to bringing you the products and services 
necessary for you to reach your financial goals. That's why we are 
pleased to offer a Veridian PAL (Payday Alternative Loan). 

A Veridian PAL is different. Similar to a Payday loan, it is a small, short-
term loan. But there are some key differences. There are no sky-rocket 
interest rates, you are given a little longer to repay the loan, and the PAL 
will help you develop healthy savings habits. 

Veridian PAL vs traditional payday lenders  

* The annual percentage rate does not take into account your required 
deposit.  
** 19% with Automatic Payment, 21% without Automatic Payment 

The PAL is available up to $1,000 with a repayment term of six months. 
With a PAL, half of the loan amount you request is yours to use right 
away. The other half is deposited into your Veridian Savings Account and 
held until the loan is paid in full, allowing you to establish a Savings 
Account. For example, if you request a loan for $500, you will be given 
$500 to use. An additional $500 is also deposited to your savings 
account, making the total amount borrowed $1,000. This unique 
combination of a loan and a Savings Account allows you to break the 
payday loan cycle. 

For additional information on the Veridian PAL, view our frequently asked 
questions. 

  

Fee Veridian PAL Payday Lender

Application fee $20 $75

Interest rate* as low as 19%** 190-780%

Length of Repayment 180 days 14 days 

Fee Charged for each $100 $0 $15-$30

Savings Plan Included Yes No

 
 

 

Security Alert: Please 
be aware of this 
phishing email. 
Learn more... 

Memorial Day hours for 
Veridian branches. 
Learn more... 

For family fun, check 
out Kids' Zone at My 
Waterloo Days! 
Learn more... 

Join us for Movies 
Under the Stars in 
Ankeny and West Des 
Moines. 
Learn more... 
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Exhibit 3:  Veridian Credit Union’s PAL Web Site
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Exhibit 4:  Veridian CU’s Training Manual Section Regarding PAL

PAYDAY ALTERNATIVE LOAN (PAL)

The purpose of this loan is to assist individuals with financing in an emergency situation such as 
an unexpected bill or car breaking down. 

This loan program also provides a financing solution to individuals needing and wanting an 
alternative to the current payday lender loans charging individuals an annual percentage rate 
averaging from 390%-780%. In 2003, the Center for Responsible Lending concluded 91% of all 
payday loan users have five or more payday loans per year.  

Veridian began offering this affordable alternative for members on March 1, 2007 at a much 
lower, more manageable interest rate of 21% or 19% if set up with automatic loan payments. In 
addition, this loan program was developed in the hopes to break the cycle of those individual’s 
getting wrapped up in a cycle with payday lending and not able to get out of repeat patterns of 
utilizing its services. Upon completion of each funded Payday Alternative Loan at Veridian, half 
of the loan amount will be deposited and put on hold in the member’s savings account with 
Veridian and half will be disbursed to the member to be used immediately. This will enable 
members to build a savings account.

TERMS

 Interest rate of 21% APR (Fixed Rate) or 19% APR (Fixed Rate) if set up on automatic 
payments through Automatic Processing Group (APG) or payroll deduction

 Payroll, social security, or pension direct deposit is required (must have been deposited in 
the account at least once and the direct deposit must belong to the person applying for the 
PAL loan)

 Payment is required with each direct deposit of payroll check (weekly, biweekly, semi-
monthly, or monthly)

 Loan minimum of $400; maximum of $1000
 Repayment term up to 6 months
 Closed-end loan 
 $20 minimum payment
 $20 application fee 

 This fee is being implemented to reduce Veridian’s losses on this program, as well as 
encourage members to take advantage of the 6 month term and decrease repeat 
borrowing.  If members ask why the fee is being implemented), share this information 
with them.

 The member has two options to pay the fee…
 Add it to the loan on the Terms/Insurance/Fees page under the Fees section.
 Pay cash/debit from an account. 
 If the member pays in cash, or asks us to take it from their account, we simply place 

the $20 in the Miscellaneous fee code, “PAL Application Fee.”
 There will be no exceptions to the application fee. If members receive a PAL, the fee 

should be added to the loan, or paid in cash. If members are denied a PAL, every effort 
should be made to collect the fee in cash or by debiting it from the member's account.  
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NOTE:  PAL's are eligible only for Payment Protection Packages 2 (Loss of Life &
Disability) and 3 (Loss of Life only); PAL's are not eligible for Package 1 (Loss of Life, 
Disability, and Involuntary Unemployment).  This is due to the fact that the Involuntary 
Unemployment benefit is only available 6 months after the loan's origination, and since 
a PAL's maximum term is 6 months, no PAL would qualify.

QUALIFICATION
 Cannot have an unpaid charged off loan/account with Veridian CU
 Cannot be currently delinquent more than 10 days on any loan with Veridian CU
 $20,000 maximum unsecured (this loan cannot take them over the limit)
 Can only have one PAL at a time
 Cannot have an paid and/or unpaid charge off with any payday lender (Teletrack and Credit 

report)
 Cannot have a pending bankruptcy (Teletrack report)
 Payment Protection on PAL’s see note below

OTHER FACTORS
 Able to approve the PAL if the Share Draft is currently in the negative
 Teletrack report and Credit report must be pulled every time an application is taken
 Employees and Board of Directors are able to apply for a PAL if they meet the qualifications 

above without it being reviewed and approved by a Supervisor, Manager, member of the 
Employee Loan Committee, or member of the Credit Committee.

 Open a separate savings for half of the PAL proceeds to be deposited.  Title that second 
savings (#6) “PAL Savings”, so members and employees are aware why that money is on 
hold.  There is no need to fill out a membership application for the addition of this account.

 Not collected on like standard consumer loans
 1 courtesy call by a collector
 After 30 days, the PAL will be charged off
 If the PAL is charged off, it will have the same impact on the member’s credit report as a 

standard consumer loan
 Encourage members to utilize the Balance Program as part of counseling
 Collateral page in Lending Platform - choose “Other”, input “Shares as required under 

(member #) Savings #6”
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