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‘TRANSFORMATION:The Way For-
ward” sets the theme for two stimulat-
ing days of thought leadership. The
sub-themes ~ “Transformation: Critical
Strategies For Success in An Uncer-
tain Marketplace” and “Managing Risks
In An Increasingly Vulnerable World;
The Financial Services Industry in
Small Economies” will further guide
the deliberations. We hope that our
objective to stimulate/force thinking
outside the box and to ultimately con-
tribute to tra?foﬂning the way we do
business in order to ensure our survival
and  success against the constantly
changing landscape will be realized.
The full Provisional Agenda is pro-
vided on pages 15 to 18.
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TEL: 758-452-2877
FAX: 758-452-2878
E-mail: caib@candw.lc

EXECUTIVE COMMITTEE
MEETING
The 39th Executive Committee Meet-

ing of the CAIB is scheduled for Octo-

ber 15th 2005, at the Turtle Beach
Resort In Barbados. Items on the
Agenda include:

Strategic Plan (2005/06—2010/11);
32nd AGM and Conference; and

5 Applications for Membership.

OBITUARY

We deeply regret to convey the news
of the sudden passing of Mr Sydney
(SWEG) Maynard in Antigua on
Thursday 29th September 2005.

Mr Sydney Maynard was the former
CEO of the Secretariat and served
diligently and faithfully from 1999 to
2003.

CAIB extends heartfelt sympathy to
his wife Veronica and son Trevor and
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CAIB MISSION STATEMENT

Our mission isto promote networking anong Caribbean Indige-
nous Banks and Hnancid Institutions with a view to providing a
range of services to members to feacilitate their efficiency, effec-
tiveness and profitability and to influence policy formulation in
the Caribbean, particularly that which impacts on the practice
and conduct of banking and financid services and the develop-
ment of the Region.

The CAIB ANTHEM

WE STAND AS ONE

WESING ONE SONG

AND SHARE ONE DREAM

WITH HIGH ESTEEM

NO DARKENED PAST CAN SHADOW OUR FUTURE
WE SEE ONE LIGHT, A LIGHT THAT SHINES FOREVER.
FROM DIFFERENT PARTS WE CAME

THE STORIES ALL THE SAME

WE STAND AS ONE

WE SING ONE SONG.

NOTICES

other family members, friends and associates on
this sad occasion.

May his soul rest in perfect peace.

Photograph of Mr Maynard in his Office at CAIB Secretariat in
Saint Lucia.
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Credit Unions: coming within the loop!

INTRODUCTION

While the financial land-
scape of the Caribbean is
changing, the structure and
form of the “traditional”
credit unions are also un-
dergoing changes. Within
this context the term
“‘morphed” is used to de-
scribe the situation where
credit unions are taking the
form of the banks in terms
of the products and services
offered and their method of
operation. It is argued that
this new form of credit un-
ions is continuing to enjoy
tax subsidies and is using
this aspect of their operation
to their advantage, while
they expand their operation
by entering new markets
which they traditionally did
not enter. Notwithstanding
this global view of Credit
Unions, the case of the Car-
ibbean is to bring all co-
operative societies within
the loop — of full-fledge ser-
vice providers. This move
which has been welcomed

credit unions throughout th
region, is expected

e

to

strengthen the structure and =
increase oversight of the sec-

tor.

In this paper, the credit union
structure and development

within the Caribbean setting is *

being examined and looks at
the likely impact of having a
single regulator.

BACKGROUND

The traditional Credit Union
operates on basic principles
which make them a unique
financial institution. These
principles are:

* Voluntary Membership:
All members who can
benefit from the ser-
vices of a credit union
can be admitted to
membership

* Democratic Control:
Each member has one
vote regardless of the
number of shares or

held.

Limited Interest: Money
vested in a credit union
is allowed only normal
and moderate rate of
return

Patronage Refund: Sur-
plus are distributed to
the members in propor-
tion to the use made of
the services of the credit
union

Continuous Education:
Credit union must make
provisions for member
education in the philoso-
phy and practices of the
movement.

These positive principles over
the years have positively im-
pacted the movement to ex-

pand

significantly from

155,191 members in 1972 to
1,564,607 million members in

2003

tion of Credit Unions).

(Caribbean Confedera-
While

the membership grew the as-
set base and reserves have

among the leagues and other forms of capital increased simultaneously. In
Growth of Credit unions in the Caribbean

1972 1982 1992 2001 2002 2003
LEAGUES 10 15 19 18 na na
CREDIT UNIONS 487 441 512 345 343 342
MEMBERS 155,191 471,247 912,308 1,298,500 1,460,960 1,564,607
SAVINGS US$ 20,374,497 | 278,294,316 | 594,266,500 | 1,247,774,000 | 1,420,060,049 | 1,440,688,598
LOANS US$ 18,705,011 | 267,248,168 | 553,198,500 | 1,049,779,000 | 1,216,271,962 | 1,307,842,344
ASSET US$ 22,450,545 308,377,936 740,278,000 1,546,241 ,000 | 1,761,156,607 | 1,889,251,983
RESERVES US$ 500,000 9,993,899 40,905,500 135,171,000 | 159,254,147 | 143,122,721

Source: Caribbean Confederation of Credit Union 30" Anniversary Magazine
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1972 the Caribbean Credit Un- with the International Account-
ions had an asset base of US ing Standards (IAS), Anti-Money
$22.4 million and reserves of Laundering Legislation, the Fi-
US $500,000. In 2003, the as- nancing of Terrorism Act as well
set base jumped to US $1.88 as with applicable sections of
billion and the reserve levelthe BASEL Accord will be in-
was US $135 million. cluded. (Draft Policy Statement
on New Regulatory & Supervi-
With this industry expansion, sory Regime for Credit Unions—
credit unions are increasingly CCCU).
becoming full service players in
the financial services industry. Dismantling the Co-operative
According to a Credit Union Departments in their current
National Association (CUNA) form and placing credit unions
survey, nearly two-thirds of all under the aegis of the Ministry
credit unions aim to be their of Finance and/or the Central
customers’ primary financial Bank presumes the following
institution (American Bankers orientation and resources:
Association Dec 2001). In the
Caribbean, it is increasingly
found that Credit Unions are
offering their members similar
products as banks; for instance
most of the credit unions under
the Jamaica CU League Incor-
porated, offers products such
as Checking and Savings, Per- =
sonal Loans, Annuities, Insur-
ance, Indemnity Plans, Con-
sumer Loans, Education
Loans, Financial Counseling.

* trained and competent spe-
cialists on staff, who under-
stand and are knowledge-
able of the credit union
value system, its operations
and its uniqueness;

continuation of the develop-
mental role which currently
is within the co-operative
mandate of the Depart-
ments by the new/proposed
inspectorate to actively ad-
dress policy promotion,
training, education, merg-
ers/consolidation and tech-
nical assistance;

Given these significant

changes and the increased

pressure for prudential regula-

tion, the Caribbean Confedera-

tion of Credit Unions (CCCU)

and its affiliates are actively =
coordinating the updating proc-
ess in close consultation with
the regulatory authorities. This
will place the Co-operative
Sector on a progressive plat-
form in terms of international
prudential standards and best
practices, reliable management
controls, effective  growth
strategies and regular account-
ability. Provisions consonant

a dedicated, adequate and
identifiable team within the
Supervision Unit, actively
functioning as examiners,
monitors and Human Re-
source Development pro-
viders;

* readiness of the credit un-
ion system for rigorous and
intrusive supervision and
regulation.

Increased oversight and
developmental capacity
specializing in the credit
union sector is therefore a
critical CCCU expecta-
tion. Further, the CCCU
expects that all registered
financial co-operatives or
credit union institutions
will be regulated by the
same Single integrated/
Regulatory unit.

LITERATURE REVIEW

Although there is little au-
thoritative research on the
role of credit unions as a
financial intermediary
within  the Caribbean,
there is the view that
credit unions are becom-
ing “morphed"- a view
shared by the American
Bankers Association
(ABA). In their article
“The Morphing of Credit
Unions”, they argue that
the large aggressive
credit unions increasingly
dominate the industry, yet
many still try to hide be-
hind the “veil” of a tradi-
tional” credit union. In
spite of their metamor-
phosis into highly com-

petitive financial institu-
tions virtually indistin-
guishable from banks,

these morphed credit un-
ions enjoy the tax pre-
ferred status conferred on
the industry when it was
comprised of small self-
help organizations (ABA).
The article concludes that
there may be reasons to
preserve tax exemption
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and regulatory treatment for
the many credit unions that
have remained true to the
spirit of the original credit un-
ion charter. But for many
other morphed credit unions
that offer products and ser-
vices identical to banks, spe-
cial tax and regulatory treat-
ments no longer seem appro-
priate.

Ryan Byer, former develop-
ment manager of the Carib-
bean Confederation of Credit
Unions(CCCU) attributes co-
operative sector's growth and
development to its adherence
to democratic principles of jus-
tice, well being, thrift and self-
reliance. In his article entitled
“The Challenges of the Co-
operative Sector in the Global
Environment” he states that
government that historically
guided, supervised and pro-
tected co-operatives are under
pressure to refrain from inter-
vention and make coopera-
tives stand on their own
strength in an open market.
However, according to Byer,
the legislative framework of
cooperatives is inconsistent
with the globalized environ-
ment.

Additionally, in a survey of Re-
gional Financial Practitioners
conducted in 1996 by the Car-
ibbean Center for Monetary
Studies (CCMS), where 73
financial institution/banks and
non-banks were surveyed,
one of the key findings was
that there is an increasing
trend away from the traditional
role of commercial banks,

...... a singleregulator might mean a more
secure and formal framework to maintain-
ing the integrity of the financial system

more towards a blurring of the
divide between banks and non-
banks. The survey also found
that non-banks are beginning
to cross traditional functional
lines of operation (The Finan-
cial Evolution of the Caribbean
Community).

While the general view with
respect to credit unions in the
Caribbean is that of expansion
and maturity, the movement
has moved closer to becoming
independent and open to the
regulations of the Governing
Units of financial Services Insti-
tutions such as the Central
Banks and or Ministries of Fi-
nance. For example, in Ja-
maica, legislation shifting the
regulation of credit unions to
the Bank of Jamaica was
passed in 2004 but the operat-
ing details are still being
worked out. In Barbados,
starting last year the five larg-
est credit unions accounting for
80 percent of total credit union
assets are supervised jointly by
the Central Bank and the Reg-
istrar of Credit Unions. Re-
cently, the Trinidad and To-
bago Government announced
the intention to amend the Fi-
nancial Institutions Act to bring
large credit unions under the
regulatory control of the Cen-
tral Bank. The rationale was
that these institutions were es-

sentially conducting busi-
ness of a “banking nature”
and should be regulated as
banks. Not only is this the
case in the Caribbean, but
also the UK where credit
unions in 2002 were
brought under the authority
of the Financial Services
Authority- the regulator for
the commercial banks.

LIKELY IMPACT OF A
SINGLE REGULATOR

The impact of having a sin-
gle regulator may be both
positive and negative.
Some of the likely positive
effects of having a single
regulator include:

1. The movement will have
a stronger advocacy
medium for the co-
operative sector and will
purse its positions with
the continued support of
regional governments.

2. Given the resource base
of the movement, and
hence the increased
need for greater risk
management, a single
regulator should provide
a more secure and for-
mal framework in main-
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taining the integrity of the fi-
nancial system.

3. There exists the likelihood of
greater consistency in modes
of operation and regulations,
while enjoying economies of
scale from reliable manage-
ment controls, a stronger
sense of accountability and
growth strategies.

4. The synergistic benefits of a
single regulator can be end-
less as the movement moves
forward in increasingly uncer-
tain and competitive environ-
ments, which require greater
resilience and voice. The
synergies can extend within
both the non-bank and bank-
ing environments as they
would both be regulated by
the same authority.

5. A single regulator means the
opportunity exists for credit
unions to extend their prod-
ucts and services to a wider
range of deficit fund units and
attract a greater variety of
surplus fund units.

Some of the likely negative im-
pact of a single regulator include:

uote:

...... greater consistency in modes of operation
and regulation while enjoying economies of

scale from management control.........

1. The likelihood of in-
creased costs for
smaller institutions, due
to required changes in
processes and systems.

2. Persistent “Resistance
to change” by some in-
stitutions will affect com-
pliance to regulations.

CONCLUSION

It is recognized that credit
unions will continue to play
an important part in
meeting the economic
needs of its members
particularly a selected
few who are unable to
access funds from the
commercial banks.

While the issue on the
single regulator will con-
tinue to be debatable at

various levels, the move
to agree to establishing a
Single Regulatory  Unit
and to come into the loop,
iS a great initiative on the
part of the confederation
and the expected benefits
shall be realized in time.
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Be patient in little things, learn to bear the everyday trails and annoyances
of life quietly and calmly, and then, when unforeseen trouble or calamity comes, your

strength will not forsake you.

........... Author unknown
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Jamaica: NCB breaks new ground in Port Antonio

Corporate citizenship reached new
heights at the recent ground break-
ing ceremony in Boundbrook, Port-
land, where the National Commer-
cial Bank (NCB) and the Ministry of
Justice announced plans for a ma-
jor investment in Portland. Not only
will NCB invest $247 million for the
construction of a new Port Antonio
Courthouse, the Bank will also
spend $120 million for the restora-
tion and transformation of the exist-
ing courthouse for the new NCB
Port Antonio Branch. In addition to
the financial investment in this pro-
ject, the bank will be providing tech-
nical expertise and project manage-
ment services.

The announcement that NCB would
be establishing a branch in the area
was met with cries of approval and
spontaneous applause from the
audience. NCB already has a pres-
ence in the parish, with an agency
in Buff Bay, however the Bank has
long sought to establish a presence
in the heart of the parish.

A Portlander by birth, NCB Chair-
man Michael Lee-Chin remarked
that this initiative will “launch NCB’s
participation in the redevelopment
of this area.” He spoke passion-
ately about his love for Portland
and lamented that the rich re-
sources evident in the parish have
not been stewarded effectively. The
NCB Chairman asserted that he
would be a part of the revitalization
of the parish. “We feel it is impor-

tant to catalyze the development
of this region and to create an
inspiration for local townspeo-
ple”, Mr. Lee-Chin emphasized.

Mr. Lee-Chin expressed his

; commitment to develop the infra-

structure in Portland and to help
| foster the parish’s economic de-

| velopment, which will, by exten-

sion uplift its citizens. Speaking
at the ceremony Michael Lee-
Chin, NCB Chairman, identified
the intangible reasons for NCB’s
major investment in the parish.
Among them he cited the need
to attract other investors to the
area and “to encourage the twin-
ning of private enterprise and
government to address eco-
nomic development.”

The Minister of Justice, in his
address said that the new Port
Antonio courthouse is a collabo-
rative effort which includes three
entities, the citizens of Portland,
NCB and the Ministry of Justice.
“The National Commercial Bank
Jamaica Limited is the second
partner in this enterprise and it is
clear that the leadership and
management of that entity have
taken squarely on board the con-
cept of social responsibility,” said
Hon A.J. Nicholson.

According to Major French
Campbell, Senior Assistant Gen-
eral Manager, Projects and Ad-
ministration Services Division,
construction is slated to begin in
September 2005 and is ex-
pected to be completed within
twelve months. This new two-
storey facility will house the Cir-
cuit, Resident’s Magistrate and
Petty Session courtrooms, as
well as a Records Office, Media
Centre, Library and a Police
Post. This building is designed to
facilitate the physically chal-
lenged with the inclusion of

ramps and an elevator.

“We believe in the preserva-
tion and strengthening of the
rule of law which will allow
justice to prevail in the lives of
our citizens,” said Patrick Hyl-
ton, NCB Group Managing
Director. “We are banking on
the creative energies of the
people within the communi-
ties of Portland to make our
investment in Portland a suc-
cess, asserted Mr. Hylton as
he expressed NCB’s great
confidence in the people and
their parish.

Attorney General and Minister
of Justice, Hon. A.J. Nichol-
son, QC. (pictured) breaks
through the firm soil at the
future site of the new Port
Antonio Courthouse as Mi-
chael Lee-Chin, Chairman of
the National Commercial
Bank (centre), looks on ap-
provingly. NCB will be provid-
ing financial and technical
resources for the project. Mr.
Hugh Perry, President of the
Portland Chapter of the Lay
Magistrates Association of
Jamaica(2nd from right),
Chief Justice of Jamaica,
Hon. Lensley Wolfe (right)
and other invitees shared in
the proceedings.

uote:

Slenceisalso a
form of Speech

...... West African Proverb
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Butterfield Bank
Named asBermuda’s
Bank of the Y ear
2005 by The Banker

Butterfield Bank today an-
nounced that it has been
awarded ‘Bank of the Year’ in
Bermuda for 2005 by The
Banker magazine. This is the
fourth consecutive year
Butterfield Bank has won the
award in Bermuda. It's also the
second award the Bank has
won this year, after being
named ‘Best Developed Market
Bank in Bermuda 2005’ by
Global Finance Magazine ear-
lier this year. The Banker is a
highly regarded publication,
based in the U.K. Every year
the publication selects banks
around the world to enter The
Banker Awards. This year The
Banker’s global editorial team
considered financial perform-
ance, activities undertaken to
improve shareholder return and
major initiatives undertaken.

“We are very pleased to have
won this award, which recog-
nizes the ongoing strength of
Butterfield Bank’s performance
and our activities in serving our
customers,” commented Alan
Thompson, President & Chief
Executive Officer. “Our strong
performance across all busi-
ness lines and jurisdictions con-
firms that our focus on develop-
ing core businesses remains
sound.” Mr Thompson added:
“This has been an exciting time
for Butterfield Bank, especially
in Bermuda, where we are
renovating our buildings, and
continuing to launch new prod-
ucts. We are also enhancing
the security for customers using
our online banking service and
our employees are working
hard to make sure that every
interaction you have with us is
pleasant and professional.”

A full listing of The Banker ‘Bank of
the Year 2005 awards are pub-
lished in the September edition of
the publication. The magazine
quotes:

“This year’s award for best bank in
Bermuda goes once again to
Butterfield Bank. Butterfield has
achieved a strong financial perform-
ance across all jurisdictions and core
businesses in an increasingly competi-
tive market. This has been reflected in
a 27.8% increase in net profits, which
totaled to $90.5m and a 21.2% ROE,
up from the previous year’s

17.9%. The bank has also success-
fully integrated three acquired busi-
nesses into its group: Deerfield Fund
Services in the Bahamas, Leopold
Joseph Holdings in London and
Guernsey and Grosvenor Trust Com-
pany, which strengthens Butterfield’s
Bermuda trust business.”

Source:http://
www.butterfieldbank.com/web2000/
news/PR-sep805.asp

RBTT Launches Recast
a US$50 Million Trans-
formation Initiative :

PORT OF SPAIN, Trinidad, Sept.
14,— Describing it as “the most
important project that our group
will undertake in the coming
years,” Group Chief Executive Offi-
cer of RBTT introduced the media
at the official signing ceremony for

Recast a US$50 million busi-
ness transformation initiative
that is scheduled for comple-
tion in three years.

Sooklal said that the Recast
programme is expected to
“leapfrog” the group’s competi-
tors in the region, in terms of
improved efficiency, first class
customer service, employee
working conditions and man-
agement of information sys-
tems.

In Trinidad for the official sign-
ing ceremony, were Mr. An-
dreas Andreades Chief Execu-
tive Officer and Mr. Russell
Taylor both of TEMENOS the
Swiss firm contracted to carry
out the Recast exercise.

The entire programme will in-
clude computer hardware up-
dates to a common platform
throughout the region, installa-
tion of the TEMENOS T24
Banking software application
as well as a series of transfor-
mation exercises that together
are expected to give the RBTT
Group significant competitive
advantage in the region.

Suresh Sookoo, Chief Operat-
ing Officer will oversee the pro-
gramme with support from a
high level team that includes
Joanna Gomes, General Man-
ager Recast, Phillip Marshall,
Director of Group Transforma-
tion and Krishendath Maharaj
Director Group Technology.

On completion of Recast,
RBTT will offer its customers
throughout the region banking
facilities 24/7 (24 hours a day
seven days a week) with new
and innovative services such
as NetBank which is already
available to Corporate custom-
ers in Trinidad and a new

Continue on page 9



