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I: Executive Summary & Key Survey Findings

From September, 2019 through January, 2020' ICURN conducted its Member Baseline Survey.
The purpose of the survey is to provide information for supervisors to benchmark their local
settings with those of their peers from around the world. Thirty-one credit union? regulators
from 22 countries on six continents participated in the 49-question survey.

Comparted to the last survey conducted by ICURN in 2006 there has been a shift from credit
unions being supervised by Ministries of Cooperative or Agriculture (37% in 2006 and only
10% today) to more of them being supervised by central banks (119 in 2006 and 32% today).
At the same time, the percentage of credit unions supervised by independent agencies has
decreased slightly (from 32% to 29%) and those supervised by a financial sector supervisory
authority has remained unchanged (16%).

Data gathered for five main areas were divided into responses from G-20 and non G-20
countries in order to observe any differences that are present. The G-20 countries that
participated in the survey are: Australia, Brazil, Canada, India, Ireland (EU), South Africa, United
Kingdom, and the United States. In Canada, nine provincial regulators participated in the
survey. In South Africa, two different organizations (one responsible for prudential and the
other for market conduct supervision) took the survey. Non G-20 survey participants include:
Barbados, Belize, Eswatini, Guatemala, Kenya, Kyrgyz Republic, Lesotho, Malawi, Rwanda,
Seychelles, St. Vincent & the Grenadines, Uganda, Ukraine, and Vietnam.

The survey revealed clear differences but also commonalities between supervisors in G-20
and non G-20 countries. The range of issues facing supervisors are diverse, however, there

are several shared issues such as their own financial pressures and increasing cyber security
risks. The survey has also reported large variations in terms of access to deposit insurance, the
structure of supervision, funding sources and risk-based capital standards.

This is the second time ICURN has conducted such a survey with the first being done in 2006.
ICURN will continue to periodically poll its members (with a possible increase in frequency) to
aid in benchmarking, identify future trends and needs for further advancement.

1. Note that the survey was conducted before the onset of COVID-19.

2. The term “credit union” is used here to also refer to savings and credit cooperatives, cooperative banks and
other financial cooperatives.
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Key Survey Findings

1. Issues Supervisors Face?

The range of issues facing supervisors are as diverse as the ICURN membership itself.
Nonetheless, we can see several common issues which include: 1) their own financial constraints,
2) cyber security, and 3) attracting and retaining talent (see p. 14). When breaking responses
down into G-20 and non G-20 groups, it is evident that attracting talent is primarily a concern for
G-20 countries. In non G-20 countries legal/regulatory systems are a more important challenge.

What are the most urgent issues that your organization faces?

-

What are the most urgent issues that

your organization faces?

Attracting, retaining and training staff

I 22

Financial constraints

I 17%

Cyber security threats

I 17%

Weak financial performance of credit unions

I 11%

Mergers and restructuring

I 6%

Resolution of weak credit unions

I 67

Combination of these

I 67

Other

I 97

(Responding to external reviews; complacency in the (U system.)

\

J

Figure1l

-

-

\
What are the most urgent issues that

your organization faces?*

Financial constraints

I 20%

Legislative impediments

I 20%

Cyber security threats

I 137

Resolution of weak credit unions

I 13%

Data quality

I 79

Lack of risk-based supervision

I 7%

Business model

I 7%

Applying international standards to small credit unions

I 7%

Combination of these

I 7%

Figure 2

3. Note that the survey was conducted before the onset of COVID-19.

*Note: Percentage data does not always add to a perfect 100% due to the fact that each percentage was rounded to the

@ INTERNATIONAL CREDIT UNION REGULATORS’ NETWORK

nearest whole number.
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2. Capital

For all the time and much ink spilled on Basel over the years, not using any risk weighting
remains the predominant method to calculate credit union capital requirements. Even among
G-20 supervisors only 56% use risk-based capital standards. In addition, the two main forms

of capital are still retained earnings and member shares. There is surprisingly little uptake

of subordinated debt and preferred shares as permitted forms of regulatory capital even as
broader corporate debt markets have grown.

Section VI on Capital Framework provides data on the minimum amount of capital a new
credit union must have to obtain a license (Figure 35 on p. 22) that shows 50% of respondents
have no set minimum amount required. The same section offers additional details on the
minimum capital adequacy ratio and which approach (i.e, standardized or international
ratings-based) supervisors have taken to Basel capital standards.

Did you implement a risk-based capital standard among credit unions?

4 N N
Did you implement a risk-based capital Did you implement a risk-based capital

standard among credit unions? standard among credit unions?*

O
O
(o JJ 6% 21%

(Waiting for report on proportionality to be released.) (N/A or in process of implementing.)

- AN J

Figure 3 Figure 4

21%

57%

*Note: Percentage data does not always add to a perfect 100% due to the fact that each percentage was rounded to the

nearest whole number.
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3. Deposit Insurance

For banks, deposit insurance systems are active in 144 countries. For credit unions, 42% of the
surveyed jurisdictions globally do not yet have access to deposit insurance (see p. 26). This area
shows the biggest variance between the G-20 and non G-20 countries. Nearly 80% of non
G-20 countries lack deposit insurance and 88% of G-20 jurisdictions do have deposit insurance
for credit unions. Of those who do have deposit insurance, 53% of institutions take over five
weeks to pay depositors when a failure occurs (see p. 29).

Do credit unions have deposit insurance in your country?

a N 7 )
Do credit unions have deposit Do credit unions have deposit

insurance in your country? insurance in your country?

NO YES NO

Figure 5 Figure 6
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4. Funding Model

The survey shows a variety of structures for funding the supervision of credit unions. However,
the funding model is clearly trending toward relying less on government allocation of
resources, which is 16% overall (see p. 12) and down from 35% when surveyed in 2006. Today
supervisors are relying much more on internally generated resources and the supervised
entities to pay the full cost of supervision, even though the survey shows that 68% of
supervisors do not assess fees on a risk-basis (see p. 12).

How is your regulatory agency paid for?

How is your regulatory agency How is your regulatory agency
paid for? paid for?
Supervised entities bear the full cost Supervised entities bear the full cost
I 65 I 217%
Through internally generated resources from the agency/central bank Through internally generated resources from the agency/central bank
Government budget allocation Government budget allocation
M 6% I 297
Other Other
I 177% I 14%
Figure 7 Figure 8
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5. On-site Supervision

Relatively few supervisory agencies conduct on-site exams with large teams of supervisors.

The survey shows 74% of regulators send up to 3 supervisors to conduct on-site exams (see
p.18). While the “gold standard” traditionally has been to visit a credit union every 12 months,
the range of practice shows no clear norm: on-site exams generally occur between 12 to 36
months for medium-sized* credit unions (see p. 17). The survey reports that the most common
form of supervision is the risk-based supervisory structure and that regulators use some form
of combined risk profiles to determine when to schedule on-site examinations (see p. 15). This
represents a change from 14 years ago when on-site exams occurred a bit more frequently and
were more driven by dates than risk-based profiles of credit unions.

Lastly, the survey identified a gap regarding cyber-security supervision, which was identified as
one of their top concerns, yet 52% of respondents do not yet have regulatory requirements in

place on cyber security (see p. 19).

On average how often is a typical medium-sized credit union examined on-site?

4 N N

On average, how often is a typical medium-sized On average, how often is a typical medium-sized
credit union examined on-site?* credit union examined on-site?*

VN
i

Every 12 Every 18 Every 24 Every 36
f L f f

EveryI 12 Everyl 18 EveryI 24 Everyl36 Other

(Depending on risk profile (Depending on risk profile
every 3 months, 15 every 4 months, 12
months, 12-36 months, months, 24 months, 36

12-60 months, NA) months, 60 months)

- AN J
Figure 9 Figure 10

4. Given wide variances between countries we did not define a “medium-sized credit union” but rather let
supervisors decide what that looks like in the context of their country.

*Note: Percentage data does not always add to a perfect 100% due to the fact that each percentage was rounded to the
nearest whole number.
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ll: Scope and Methodology of Survey

In September, 2019 ICURN invited financial cooperative regulators from 60 countries and
jurisdictions to participate in a 49-question Member Baseline Survey. This online survey was
designed by ICURN with input from its members. Its purpose is to provide information to help
supervisors benchmark their local settings with those of their peers from around the world.
This survey creates an updated baseline of data to identify future trends and needs for further
advancement. A similar survey was conducted by ICURN in 2006 when responses from 20
regulatory institutions were collected; 30% of the current respondents also completed the
survey in 2006.

The 49 survey questions were organized into the following sections: Structure of Supervisor,
Supervisory Approach, Powers and Licensing, Capital Framework, Training, Guiding Principles,
Deposit Insurance, and ICURN Support. The survey occurred between Septemlber 2019 and
January 2020.

A total of 31 responses from six continents were collected with the following world distribution:
9 from Africa, 3 from Europe, 4 from the Asia-Pacific area, 10 from North America and 5 from
Latin America and Caribbean. For a complete list of respondents see Annex 1.

4 )
WORLD DISTRIBUTION OF RESPONDENTS

32%
North America

13%

Asia-Pacific

16%

Latin America & |
Caribbean {

Africa

Figure 11
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lll: Structure of Supervisor

éa )

How many credit unions does your organization
supervise?

y N

1-15 16-75 76-200 More

\ than 200 j

Figure 12

-
How many employees work in the entity (e.g. agency,
unit, or division) that oversees credit unions?
Less than 10
~—
__10-49
Over 1,000 —
~
100-500 ),
90-99
\
Figure 13
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ICURN Member Baseline Survey | Structure of the Supervisor

(
How is your supervisory function structured?
Part of a Central Bank / Reserve Bank
] 32%
Independent Agency
] 29%
Part of a Supervisory Authority
] 16%
Part of a Ministry
] 10%
Other
] 13%
(Government reporting entity; subordinated to the President; formed under
provincial law; private organization.)
N
Figure 14
(
Does your organization issue regulations and
supervise all credit unions in the country or
are there other regulators?
We are the only credit There are other Other
union regulator regulators (Prudential; market
conduct; federal CUs)
N

Figure 15
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ICURN Member Baseline Survey | Structure of the Supervisor

4 N
How is your regulatory agency paid for?
23%
Supervised entities Through internally Government budget Other
bear the full cost generated resources from  § allocation (Combination of industry
the agency / central bank levy, government budget
and interest/non-interest
income.)
NS J

Figure 16

Is your fee structure risk-based?

B

(No fees charged.)

Figure 17
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ICURN Member Baseline Survey | Structure of the Supervisor

-

Is your board appointed by a government authority?*

Government
I 907%
CU system

[ 3%
Government and CU system

[ 3%
Government and independent

i 3%

*Note: Percentage data does not always add to a perfect 100% due to the fact that each percentage was rounded to the

nearest whole number.
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Figure 18
4 . )
What are the terms of the board appointment?
10 Years ! Year
(o)
3 Years
20%
7 Years
10%
6 Years
o,
10 A’ 5 Years
30%
\ J
Figure 19
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ICURN Member Baseline Survey | Structure of the Supervisor

-

What are the most urgent issues that your
organization faces?

Financial constraints

I 19%

Cyber security threats

I 15%

Attracting, retaining and training staff

I 127
Legislative impediments
I 9
Resolution of weak credit unions
I 9

Weak financial performance of credit unions
I 6

Business model

I 67

Combination of these

I 67

Applying international standards to small credit unions
I 3%

Mergers and restructuring

I 3%

Lack of risk-based supervision

. 3%

Data Quality

- 3%

Political interference

0%

Other

I 67

(Combination of these; responding to external reviews; complacency in CU system.)

Figure 20
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IV: Supervisory Approach

(

Does your organization utilize a risk-based supervisory
structure to determine the frequency of off-site and
on-site examinations?

14%

\

Figure 21

What factors are utilized to determine risks
in the exam schedule?

i .

A combined  Size of credit  Off-site Number of Other
risk profile  unions reporting members (Combination of factors;
served - . '
legislative requirements.)
- J

Figure 22
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ICURN Member Baseline Survey | Supervisory Approach

How often do you require credit unions to
submit their financial reports?

38% 36%

Monthly Quarterly Other
(Combination of weekly,
monthly, quarterly, annual
reports.)
- J
Figure 23

What percentage of credit unions provide you
electronic data which automatically integrates to
your off-site supervisory reporting application?

ooncrcs: I =5

70-85% of CUs - 10%
1-15% of CUs I 3%

orcos [ 2%

Figure 24
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ICURN Member Baseline Survey | Supervisory Approach

[

On average, how often are credit unions
examined off-site?

42%
26%
23%
6%
3%
0% I
Monthly Quarterly Every 6 Annually N/A Other

months (Varies, every 6-12 months

for large, every 3-5 years
for small/medium (Us.)

Figure 25

On average, how often is a typical
medium-sized credit union examined on-site?

VN

Every 12 Every 18 Every 24 Every 36 Other
months months months months (Every 3-60 months

depending on risk profile.)

Figure 26
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ICURN Member Baseline Survey | Supervisory Approach

-

How many supervisors conduct an on-site examination
of a medium sized credit union?

Up to 3 supervisors  4-6 supervisors

~

Figure 27

-

On average, how long do your examiners spend on site
to conduct a full-scope examination of a mid-sized
credit union?

36% 19% 16% 13%

1-3 days 35 days 58 days 8-10 days More than
10 days

~

Figure 28
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ICURN Member Baseline Survey | Supervisory Approach

-~

Do you have any regulatory requirements
regarding cyber-security?

(vis ) 350%
O

O 1%

(Issued nofice/quide; assessment in progress.)

Figure 29

What aspects of cyber-security do you
review during inspections?

Review of security procedures and processes

I 45%

Incident reports

I 14%

Penetration testing

0%

Underlining technology
0%

All of these

I 17%

Other

I 24%

(TBD; prudential compliance; done by third parties.)

Figure 30
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ICURN Member Baseline Survey | Supervisory Approach

-
Do you have a market conduct function within your
supervisory agency?
YES
\
Figure 31
-
Is the market conduct function at the same level of
importance as prudential supervision?
YES NO OTHER
(N/A; market conduct is a
separate funcfion.)
\
Figure 32
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V: Powers and Licensing

4 )
Do you have the authority to remove credit union
officials, appoint a temporary administrator/statutory
manager and close credit unions?

m 0%
©
(Temporarily; only for multi-state entities; only the Minister/board can remove; TBD.)
\ J
Figure 33
4 )
Do you have a set of key ratios that are utilized to
determine the safety and soundness of your credit unions?
YES NO
NG J
Figure 34
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VI: Capital Framework

What is the minimum amount of capital a new credit
union must have to obtain a license (in USD)?*

a0%

13% 13%
; v 10% .
1%
30 3% -
| |
No set $1- $1,001 - $10,001 - $50,001 - $100,001 - More than
amount $1,000 $10,000 $50,000 $100,000  $250,000  $250,000
NS J
Figure 35
4 N
What forms of capital are permitted as
regulatory capital?

Retained
earnings
43%

~ __ Other

(All: combination of
retained earnings,
non/withdrawable
shares, subordinated
debt, reserves; TBD.)

/
Withdrawable ownership Subordinated Debt
shares 0%

Figure 36

*Note: Percentage data does not always add to a perfect 100% due to the fact that each percentage was rounded to the

nearest whole number.
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ICURN Member Baseline Survey | Capital Framework

~
What is the minimum capital adequacy ratio for your
financial cooperatives?
50%
23%
13%
7% 7%
o [N ]
5%-1% 8%-10% 11%-12% Greater than Varies No set
12% depending on (U (AR yet
size or length of
operation
J
Figure 37
\
Did you implement a risk-based capital standard
among credit unions?
(N/A or in progress.)
J

Figure 38
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ICURN Member Baseline Survey | Capital Framework

What approach did you use for the risk-based
capital standard (either Basel |, Il or I11)?*

33% 22% 33% 11%

Standardized Internal N/A Other
rating based (Almost Basel I; uniquely

generated; simple
leverage ratio.)

Figure 39

4 )
Have you implemented IFRS 9 (or a similar standard)
regarding impaired assets for your credit unions? If not,
when do you plan to implement it by?

YES

% (Planning in the next few years;

not planning; no regulations yet.)

NS J

Figure 40

*Note: Percentage data does not always add to a perfect 100% due to the fact that each percentage was rounded to the

nearest whole number.
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VIl: Training

4 )
How/where do you train your supervisory staff?
Internal/local/ External/regional/
national international
49% 25%
Webinars/online
training
9%
Other
17%
\ J
Figure 41
-
What is your annual budget for training
(inUSD)?
Less than $5,000
I 19
$5,001 - $20,000
I 32
$20,001 - $50,000
I 10%
$50,001 - $100,000
I 237
Over $100,001
I 16
.

Figure 42
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VIll: Deposit Insurance

Do credit unions have deposit insurance
in your country?

Figure 43

J

f
Who operates the deposit guarantee scheme?
Government owned Privately owned and Not applicable Other
und operated operuted (no deposit insurance) (CU deposit insurance entity;
owned/administered/reporting
to regulator; TBD.)
N
Figure 44
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ICURN Member Baseline Survey | Deposit Insurance

Is there also a private sector-operated
stabilization fund for credit unions?

O

(CU pooling/developing fund; N/A)
\ J

Figure 45

60%

-
How does the level of deposit insurance coverage
available to credit union members compare to bank
customers in your country?
36% 0%
Same level of Bank customers Credit union N/A
coverage get more members get
overage for more coverage
their deposits for their deposits
\
Figure 46

@ INTERNATIONAL CREDIT UNION REGULATORS’ NETWORK

27



ICURN Member Baseline Survey | Deposit Insurance

-
How is the deposit guarantee scheme funded?
Ex post (funded
after failures)
Ex ante
(pre-funded) __— Combination
of hoth
— N/A
NS
Figure 47
4 )

Are premiums risk adjusted?

27%

Figure 48
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ICURN Member Baseline Survey | Deposit Insurance

On average, how long does it take to pay most
depositors in full when a failure occurs?

Less than1week - 16%
r2weeks [N 26 %

3-4 weeks . 5%

R

Figure 49

4 N
Can the deposit insurance agency/fund take legal
action against credit union directors or other
credit union officials?

YES NO N/A

Figure 50
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IX: ICURN Support

-~
How can ICURN best support your organization?
29% 26% 19% 7% 3% 16%
N - -
International Networking Training Working groups/ Peer reviews All of these
best practices/ opportunities committees
guidelines
N
Figure 51
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Annex 1: Survey Respondents

Country, Province Organization

AUSEFAlIA e Australian Prudential Regulation Authority

Barbados. ... Financial Services Commission (Barbados)

BelIZE e Central Bank of Belize

BIazZil .o Central Bank of Brazil

Canada, Alberta ..., Credit Union Deposit Guarantee Corporation

Canada, British Columbia.............. BC Financial Services Authority

Canada, Manitoba.....cccieer, Deposit Guarantee Corporation of Manitoba

Canada, New BrunswicK........... New Brunswick Financial and Consumer Services Commission

Canada, Newfoundland & Labrador... Credit Union Deposit Guarantee Corporation

Canada, Nova Scotia i Nova Scotia Deposit Insurance Corporation
Canada, Prince Edward Island.............. Credit Union Deposit Insurance Corporation
Canada, Saskatchewan..........coeee. Credit Union Deposit Guarantee Corporation
Canada, QuebecC........rererereeeeee Autorite des Marches Financiers

ESWatINI .. Financial Services Regulatory Authority
(QTUL= =T o gt I TN Fondo de Garantia MICOOPE

NI e Reserve Bank of India

[FE1ANT s Central Bank of Ireland

(ST 1Y OO Sacco Societies Regulatory Authority

Kyrgyz RepuUbIiC.....ccoeeeeeeccccereeee. National Bank of Kyrgyz Republic

LESOTNO e Department of Co-op Development

MAIEWI e Reserve Bank of Malawi

RWaNAG s National Bank of Rwanda

Seychelles...... e The Central Bank of Seychelles

o101 o [N ¢ (ot Prudential Authority South African Reserve Bank
SOULN AfFICA o, Financial Sector Conduct Authority

Saint Vincent and the Grenadines...... Financial Services Authority

(@ Lo 11 1o 1= O Uganda Microfinance Regulatory Authority
United KingdOmM ... Bank of England - PRA

UKIAING oo National Commission for State Regulation of Financial

Services Markets
United States of AMerica .. National Credit Union Administration

ViIETNAM e Banking Supervisory Agency, State Bank of Vietnam
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