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Opening Statement by Minister for Finance to the Joint Committee on Finance, 

Public Expenditure and Reform, and Taoiseach in relation to the Industry 

Funding Levy for Credit Unions. 

 

Introduction 

 

I’d like to thank the Committee for inviting me here today to discuss this 

important issue. 

 

Firstly, I think it is important to recognise that credit unions as volunteer run 

financial co-operatives provide an invaluable service to both rural and urban 

areas in Ireland. As Minister for Finance, I am keen to continue supporting the 

sector and this is reflected in the regular engagement I have had with the sector. 

In February of this year, I invited a number of credit union stakeholders to an 

engagement session in the Department which provided valuable feedback and 

suggestions. It is my intention to continue this active engagement with credit 

union representatives and I hope to hold more of these engagement sessions 

going forward. 

 

In terms of regulation, as you will be aware, credit unions are regulated and 

supervised by the Registrar of Credit Unions at the Central Bank who is the 

independent regulator for credit unions. Within his independent regulatory 

discretion, the Registrar acts to support the prudential soundness of individual 

credit unions, to maintain sector stability, and to protect the savings of credit 

union members. 

 

Section 32D of the Central Bank Act 1942, as amended, provides that the Central 

Bank of Ireland may, with the approval of the Minister for Finance, make 
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Regulations prescribing an annual Industry Funding Levy to be paid by regulated 

financial service providers to the Central Bank of Ireland. The Industry Funding 

Levy is not specific to credit unions and there is no statutory requirement under 

the legislation for the Central Bank to consult the Credit Union Advisory 

Committee (CUAC) or any other third party other than the Minister for Finance. 

However, it is worth noting that the final report of the CUAC Implementation 

Group published in January 2019 made specific reference to the Central Bank's 

intention to increase the industry funding levy for credit unions to 50% on a 

phased basis. 

  

Since 2004 the amount of the Industry Funding Levy payable by each credit 

union has been capped at a rate of 0.01% of total assets.  

 

Consultation Paper 95 ‘Joint Public Consultation Paper - Department of Finance 

and the Central Bank of Ireland - Funding the Cost of Financial Regulation’ (CP95) 

was published in 2015 and set out proposals to move from partial industry 

funding of financial regulation towards full industry funding, noting the proposal 

set out in an earlier consultation conducted by the Central Bank - CP61 

‘Consultation on Impact Based Levies and Other Levy Related Matters’ - to move 

credit unions to fund 50 per cent of the cost of regulating the credit union sector. 

Importantly, the Central Bank’s Feedback Statement on Consultation Process for 

CP61 noted the feedback received from the credit union representative bodies. 

  

In its 'Funding Strategy and 2018 Guide to the Industry Funding Levy' the Central 

Bank set out its intention to increase the proportion of financial regulation costs 

for industry to increase the overall recovery rate and address funding gaps in 

specific areas of the Central Bank’s regulatory activities with a view to achieving 
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full industry funding in the medium term. In terms of credit unions the Central 

Bank set out an initial target of 50 per cent to be implemented on a phased basis 

by 2021/22. 

 

Having taken into consideration the unique and important role that credit 

unions play, I recommended to the Central Bank that credit unions be provided 

with a specific exemption from the 100 per cent target; the only part of the 

financial services sector to have such an exemption.  

 

Instead credit unions will be set a target of 50 per cent by 2021/22. It is projected 

that this will be recovered from credit unions on a phased basis with recovery 

rates to increase to 20 per cent of the costs of regulating the credit union sector 

for the 2019-levy cycle; 35 per cent for 2020; and 50 per cent for 2021. Credit 

Union recovery rates from 2022 onwards will be subject to review and a public 

consultation to guide strategy once 50 per cent recovery rates have been 

achieved.  

 

In contrast, the main Irish banks have been subject to 100 per cent of financial 

regulatory costs since 2012 and it is the Central Bank’s intention to increase 

industry funding of financial regulation costs across the sector to 100 per cent 

on a phased basis, with the exception of credit unions. 

 

The Committee members may also be interested to note that the Department 

of Finance, in collaboration with the Central Bank, has now issued a public 

consultation paper on potential changes to the Credit Institutions Resolution 

Fund Levy, which is expected to reduce materially from 2020. This consultation 

paper is available on the Department of Finance website and is open to all 
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persons. I would strongly encourage all stakeholders to submit feedback. The 

deadline for submissions is Friday, 9th August 2019. 

  

Once the deadline for submissions has closed, the Department, in collaboration 

with the Central Bank, will consider the feedback received as part of the 

consultation process prior to finalising changes to the Resolution Funding 

regime for credit unions. Following on from this, a statutory instrument will be 

published in October 2019 detailing the 2020 Resolution Fund levy for credit 

unions.   

  

It is also worth noting that as Minister for Finance: 

1. I have already reduced the Stabilisation Scheme Levy as a percentage of 

assets materially;   

2. that since 2017 no further levies have been charged by the Credit Union 

Restructuring Board (ReBo); and  

3. that from 2019 the Financial Services Ombudsman Levy will be reduced 

very materially for credit unions, in some cases by 81%     

Conclusion 

The Government recognises the important role that credit unions play in Irish 

society as volunteer co-operative financial institutions. Credit Unions help to 

sustain the consumer economy with over €2 billion of new lending every year. 

This is why as Minister for Finance I have recognised the unique role of credit 

unions. I have requested that the Central Bank refrain from increasing the cost 

for the Industry Funding Levy on credit unions beyond 50 per cent until: 
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• The levy trajectory has reached the planned 50 per cent rate in 2022, at 

which time the impact on the viability of the sector will be better 

understood; and 

• A public consultation regarding increasing the levy rate for credit unions 

beyond 50 per cent is undertaken, which would include a regulatory 

impact assessment of such a change on the sector 

 

It is worth repeating that the credit union sector is the only financial services 

sector currently exempt from the Central Bank’s 100 per cent target for funding 

the cost of regulation and that the timeline for implementation of the 50 per 

cent target has already been delayed. 

 

This Government is determined to help support the strengthening and growth 

of the credit union movement. This is evidenced by the Credit Union Interest on 

Loans Bill 2019 which I will be bringing forward shortly. This bill will amend the 

current one per cent per month interest rate ceiling for credit unions, permitting 

credit unions to charge up to two per cent per month. This amendment will 

provide credit unions with greater flexibility to risk price loan products and in so 

doing may create an opportunity for credit unions to provide new product 

offerings. The bill followed a recommendation the Credit Union Advisory 

Committee made to me based on a survey CUAC conducted of the credit union 

sector. 

 

In addition, the Central Bank are currently reviewing the Credit Union Lending 

Framework (CP125) and we expect to receive an update from the Bank on this 

very shortly. 


