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CYBERSECURITY – A GROWING THREAT FOR CREDIT UNIONS

Cybersecurity isn’t just a technical issue. It’s an urgent priority
for every board member, particularly those overseeing financial
institutions like credit unions. As a board member, you are
responsible for the long-term security and viability of your
organization. In today’s fast advancing digital landscape,
neglecting cybersecurity will result in catastrophic
consequences—not only financial losses but also irreparable
damage to the trust and reputation of your institution.

In an era where cyberattacks are becoming more sophisticated
and frequent, it is critical to stay informed and proactive. This
guide aims to provide you with a fundamental understanding of
why cybersecurity matters, and how you, as a decision-maker,
can ensure your credit union is adequately protected.



1.1 What is Cybersecurity?
Cybersecurity involves the protection of systems, networks, and
data from digital attacks. These attacks typically aim to access,
change, or destroy sensitive information, steal money, or disrupt
normal business processes. For credit unions, which handle large
volumes of financial and personal data, the stakes are especially
high.

1.2 Why Should You Care About Cybersecurity?
As a board member, it’s easy to assume that cybersecurity is
something that the IT department will handle. Cybersecurity is much
more than just a technical issue—it’s a matter of governance. When a
breach occurs, it’s the leadership, including the board, that is held
responsible for not having the proper protections in place.
Regulators, members, and the public will look to the board for
answers when things go wrong. 
Cybersecurity is a risk management issue, and it’s one of the most
important risks facing credit unions today. A single breach can lead
to:
·- Massive financial losses
·- Reputational damage
·- Loss of trust from members
·- Regulatory penalties and legal consequences
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1.3 The Changing Face of Cyber Threats

Cyber threats evolved from isolated attacks to
organized cybercrime syndicates. Today, we face
threats from ransomware, phishing schemes,
malware, and even nation-state actors targeting
financial institutions. The reality is that cybercriminals
are highly skilled and constantly looking for
vulnerabilities in financial institutions.



2.1 Phishing Attacks
Phishing is one of the most common and effective ways cybercriminals gain
access to systems. It involves sending fraudulent emails designed to trick
recipients into clicking malicious links or sharing personal information. Given
that credit unions handle sensitive member data, a single successful
phishing attack can lead to significant losses.

2.2 Ransomware
Ransomware is a type of malware that locks a credit union’s systems or data
until a ransom is paid. Cybercriminals often demand cryptocurrency
payments in exchange for releasing the locked data. Failure to comply can
result in the permanent loss of critical information. For credit unions,
ransomware attacks can halt operations, leading to both immediate financial
losses and long-term reputational damage.

2.3 Data Breaches
A data breach occurs when unauthorized individuals gain access to
confidential information, such as member financial records or personal
details. These breaches can result from weak passwords, unpatched
software, or insider threats. The Equifax breach, which exposed the personal
data of 147 million people, serves as a stark reminder of the damage such
incidents can cause.

2.4 Supply Chain Attacks
Credit unions increasingly rely on third-party vendors for critical services,
such as payment processing or cloud storage. If one of these vendors
experiences a breach, the credit union is at risk as well. A recent example is
the SolarWinds hack, where cybercriminals inserted malware into software
updates, compromising thousands of organizations worldwide, including
financial institutions.

2: CYBERSECURITY THREATS FACING
CREDIT UNIONS



3: THE FINANCIAL IMPACT 
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3.1 Direct Costs
When a breach occurs, the immediate costs can be staggering. These include
costs related to:
·- Incident response and investigation
·- Legal fees and regulatory fines
·- Member notifications and credit monitoring services
·- System repairs and updates

For example, Equifax’s 2017 data breach cost the company approximately
$1.4 billion in settlements, legal fees, and regulatory penalties.

3.2 Long-Term Financial Impact
The longer-term financial impact of a breach is often far more severe than
the immediate costs. The loss of member trust can lead to a significant
reduction in membership, altering the credit union’s ability to generate
revenue. Credit unions also face potential lawsuits from members and
regulatory bodies, further draining financial resources.
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3.3 Reputational Damage
A cybersecurity breach can irreparably harm a credit union’s reputation.
Trust is one of the most important assets a credit union has, and once it is
lost, it’s very difficult to regain. It takes 12 good experiences to rebuild the
trust of one bad experience. Members entrust credit unions with their
financial data, and a breach shatters that trust.

Case Study: Target (2013)

In 2013, Target experienced a
massive data breach that exposed
the credit card information of over
40 million customers. The breach
cost the company $292 million in
legal settlements and damages, but
perhaps more importantly, it led to a
significant loss of consumer trust.
Target has spent years trying to
rebuild its reputation.



4. HOW CYBERSECURITY CAN PROTECT YOUR 
CREDIT UNION

Case Study: JPMorgan Chase (2014)

In 2014, JPMorgan Chase was targeted
in a breach that could have been
devastating. However, the company
had invested heavily in cybersecurity,
spending $250 million annually and
employing over 1,000 cybersecurity
professionals. These investments paid
off, as JPMorgan was able to recover
quickly, preventing widespread
damage and maintaining the trust of
its customers.

4.1 Effective Cybersecurity Saves Money and Protects Trust

While cybersecurity might seem like a cost center, it’s actually an investment
in your credit union’s future. The return on this investment comes in the form
of protection against costly breaches, regulatory compliance, and maintaining
member trust.

4.2 Regulatory Compliance and Avoiding Penalties
Credit unions must comply with a variety of regulations aimed at protecting
consumer data, including the Gramm-Leach-Bliley Act (GLBA) and the NCUA’s
cybersecurity regulations. Failure to comply with these regulations can result in
hefty fines and penalties.



5.1 Setting the Tone at the Top
Cybersecurity is be a board-level issue, not just an IT issue. Boards play a
critical role in setting the tone for the entire organization. If the board takes
cybersecurity seriously, that message will permeate the entire credit union.
A board that fails to prioritize cybersecurity risks sending the message that
it’s not important.

5.2 Oversight and Governance
Board members have a fiduciary duty to ensure the credit union’s long-term
success. Part of this duty includes overseeing the organization’s
cybersecurity efforts. This includes:

·- Ensuring adequate budget and resources are allocated to cybersecurity
·- Reviewing regular reports from the credit union’s cybersecurity team
·- Approving and supporting cybersecurity policies and procedures
·- Conducting regular cybersecurity risk assessments

5.3 Cybersecurity Training for Board Members
·While you don’t need to be a cybersecurity expert, it’s important that you
have a basic understanding of the threats your credit union faces and the
measures in place to defend against them. Many organizations offer board-
level cybersecurity training that can help you get up to speed on the most
critical issues.

5. THE ROLE OF
THE BOARD IN
CYBERSECURITY



6.1 Conduct a Cybersecurity Risk Assessment
A cybersecurity risk assessment can help identify your credit union’s
vulnerabilities and the potential impact of a breach. This should be done
regularly, and the results should be shared with the board.

6.2 Invest in Cybersecurity Tools and Personnel
While cybersecurity software and hardware are essential, they are only part
of the solution. You also need skilled cybersecurity professionals to monitor
your systems and respond to threats. Make sure your credit union is investing
in both the tools and the talent needed to protect against cyberattacks.

6.3 Create a Culture of Cybersecurity Awareness
Cybersecurity is everyone’s responsibility, from the board to the front-line
staff. Invest in regular cybersecurity awareness training for employees to
help them recognize phishing attempts, avoid clicking on suspicious links,
and follow best practices for password management.

6.4 Implement a Cyber Incident Response Plan 
When a breach occurs, the way you respond can make all the difference.
Having a well-documented and regularly updated incident response plan
ensures that your credit union is prepared to react quickly and effectively to
minimize damage.

6. WHAT CAN YOUR CREDIT UNION DO TODAY?



Conclusion: Cybersecurity Is an Urgent Board-Level
Priority In today’s digital world, cybersecurity is no
longer an optional concern. As board members of a
credit union, you are responsible for protecting not
only the financial assets but also the trust of your
members. By staying informed, investing in the right
cybersecurity measures, and setting the tone from the
top, you can safeguard your credit union against
cyberattacks and ensure its long-term success. Don’t
wait for a breach to occur before acting. The time to
prioritize cybersecurity is now.
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