Compliance Risk Indicators

Factor Low Moderate High

Board and Fully understands all aspects of | Reasonably understands the key Does not understand, or has chosen
Operational compliance risk and exhibits a aspects of compliance risk. to ignore, key aspects of compliance
Management clear commitment to Commitment to compliance is risk. The importance of compliance is

Understanding

compliance. Commitment is
communicated throughout the
institution.

reasonable and satisfactorily
communicated.

not emphasized or communicated
throughout the organization.

Authority and
Accountability

Authority and accountability for
compliance are clearly defined
and enforced.

Authority and accountability are
defined, although some refinements
may be needed.

Management has not established or
enforced accountability for compliance
performance.

Response to
Changes

Anticipates and responds well to
market or regulatory changes.

Adequately responds to market or
regulatory changes.

Does not anticipate or take timely or
appropriate actions in response to
market or regulatory changes.

Product and
Systems
Development

Compliance considerations are
incorporated into product or
systems development.

While compliance may not be
formally considered when
developing product or systems,
issues are typically addressed
before they are fully implemented.

Compliance considerations are not
incorporated in product or systems
development.

Violations &
Risk Exposure

Violations, honcompliance, or
litigation are insignificant, as
measured by their number or
seriousness.

The frequency or severity of
violations, noncompliance, or
litigation is reasonable.

Violations, noncompliance, or litigation
expose the credit union to significant
impairment of reputation, value,
earnings, or business opportunity.

Error Detection
and Corrective
Action

When deficiencies are identified,
management promptly
implements meaningful
corrective action.

Problems can be corrected in the
normal course of business without a
significant investment of money or
management attention.
Management is responsive when
deficiencies are identified.

Errors are often not detected
internally, corrective action is often
ineffective, or management is
unresponsiwe.

Risk
Management

Good record of compliance.
The CU has a strong control
culture that has proven
effective. Compliance
management systems are
sound and minimize the
likelihood of excessive or
serious future violations.

Compliance management systems
are adequate to avoid significant or
frequent violations or
noncompliance.

Compliance management systems are
deficient, reflecting an inadequate
commitment to risk management.

Controls and
Systems

Appropriate controls and
systems are implemented to
identify compliance problems
and assess performance.

No shortcomings of significance are
evident in controls or systems. The
probability of serious future
violations or noncompliance is within
acceptable tolerance.

The likelihood of continued violations
or noncompliance is high because a
corrective action program does not
exist, or extended time is needed to
implement such a program.

Training and
Resources

Training programs are effective
and the necessary resources
have been provided to ensure
compliance.

Management provides adequate
resources and training given the
complexity of products and
operations.

Management has not provided
adequate resources or training.




