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Outsourcing as a Path to Productivity
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CREDIT UNION LEAGUES
Through endorsed partnerships, Credit Union
Leagues offer quality products & services that
support credit unions in saving money and
better serving their members. Leagues offer
educational opportunities, compliance
assistance, asset & liability management,
operational support, & much more!

CORPORATE
CREDIT UNIONS

2

Corporate Credit Unions also known as "the
credit union's credit union" offer a variety of
services for members such as correspondent,
investment, liquidity, & technology services.

COOPERATIVE
SPIRIT

4

The cooperative spirit that is inherent in credit
unions, drives credit unions to support one
another. Credit Unions are likely to share the
experience and expertise surrounding a specific
topic with other credit unions. Through this
cooperative support and action, we band
together to strengthen the CU movement.

CREDIT UNION
SERVICE ORGANIZATIONS

Credit Union Service Organizations (CUSOs)
have been in operation for decades. They serve
as back-end, profit centers for credit unions to
help them pool resources and reduce service
costs. CUSOs provide avenues for innovation
and creativity that would not typically occur
within the confines of a credit union.

MEMBERSHIP-BASED
ORGANIZATIONS
Membership-based organizations offer credit
union products, services, or resources for dues
These organizations support credit unions by
providing access to an extensive network and
resources.
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Digital
Payments Convenience
is the new
Loyalty

01

Industry Relevance in a Changing Environment

02

Gain Deeper Insights into Member Behavior

03

Discover New Sources of Revenue & Growth

The landscape of Digital Payments.
Amazon launches
Prime Store Card

Visa, AmEx, and
MasterCard
start offering
contactless credit
cards

2008

Contactless
payment with
wearables

EMV is
enforced
Clearing House
launches
Real-Time
Payments
Network

EMV is
implemented
Samsumg Pay
launches

PayPal launches
Venmo

2011

Google Wallet
is released

2013

2014

Bitcoin network
is created
Apple Pay
is released

2015

BECU and PenFed
announce they will
begin issuing
contactless cards

2016

Capital One starts
virtual card
experiments

2017

Apple Card is
launched

2018

2019

2020 and
beyond

Capital One
launches ENO
Contactless and virtual
cards on the rise

Who's out front?
Digital Wallet US Market Share

Digital Cards Market Share
Apple Card
77% of card holders are in their 20-30s (this
segment represents 44% of the entire market.)
Only 3% are Baby Boomers.

Apple Pay
Samsung Pay
Google Pay
0%

25%

50%

75%

100%

Capital One & the Eno browser
extension
Total credit card portfolio is $99.7M. Virtual cards are
available to every single cardholder with the Eno
extension

If Convenience is the new
Loyalty - can you compete?

Adoption Case Studies
Apple Card

Amazon Prime Signature
Rewards Credit Card

After approval the
digital credit card is
immediately available
in Apple Pay.

After approval the
digital credit card is
immediately available
for purchases on
Amazon.

Spokane Teachers
Credit Union
Currently working with
CO-OP Financial
Services beta program

Risks

Rewards

RISKS OF IGNORING
1. Existential Risk
2. Disruption Risk
3. Disintermediation

1. Builds strong primary relationships to counter
disintermediation by fintechs
2. Gain deeper insights into member behavior that
supports personalization
3. Offers a better online member experience
4. Guarantees speed and 24/7/365 availability that
saves time and money
5. Guarantees 100% on-time payments
6. Future proofs credit union by onboarding and
retaining tech-savvy youths
7. Safety in the Covid-19 era from germ-laden
terminals + helps social distancing
8. Enables automated payments scheduling
9. Boosts the bottom line

RISKS OF PARTICIPATING
1.
2.
3.
4.
5.
6.

Credit Risk
Fraud Risk
Compliance Risk
Liquidity Risk
Systemic Risk
Operational &
Transactional Risk
7. Strategic Risk
8. Reputation Risk

TEST 1 - NEW ACCOUNTS

Test case for
credit unions.
Hypothesis:
Members who are offered a
digital card at account opening
will begin using their new card to
make purchases immediately.

Timeframe - 3 Months
Offer digital card option for all new members that
download the mobile app at account opening using PSCU
Digital Issuance solution.
Test Metrics:
Time to activity (or use) and continued rate of card
utilization for members with digital card v physical card.
Before you begin:
Get a baseline of current card utilization for new members
over 3 months.
Digital card issuance solution:
PSCU offers digital card issues via SSO through your mobile
app to their solution or integration through APIs.
Success measures:
Decrease in time to account use.
Increased member satisfaction.
Increased interchange income within first 90 days for
new accounts.

TEST 2 - VIRTUAL CARD NUMBERS

Test case for
credit unions.
Hypothesis:
Members will use tokenized card
numbers (single use) to make
online purchases.

Timeframe - 1 Month
Perform user tests among members who are active online
shoppers. Create test questions to understand current
online shopping behaviors and practices. Create a working
prototype of card tokenization to allow members to see
if/how they would adopt this feature into their online
shopping habits.
Test Metrics:
Reduction in "card not present" fraud
Overall Satisfaction or NPS
Before you begin:
Identify top online purchasers.
Invite a subset of these members for user testing.
Success measures:
Understand online shopping behaviors
Validate desirability and usability for members
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04 Global Payments
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Sources
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https://www.forbes.com/sites/ronshevlin/2021/05/04/apple-cardgrows-to-64-million-cardholders-thanks-to-women/?
sh=2632303b2f57

07 McKinsey

https://www.mckinsey.com/~/media/mckinsey/industries/financial%20
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Introduction
Nationwide more than 80% of overdraft and NSF fees are paid by consumers living paycheck to
paycheck or with consistently low balances. In 2020 alone, Americans paid more than $12 billion in
fees for bounced checks and overdrafts causing lawmakers to take notice. Federal regulators have
encouraged financial institutions to waive these fees to provide some relief to consumers experiencing
severe financial hardship. In a recent Committee Hearing, Senator Elizabeth Warren rebuked big bank
executives for continuing to charge overdraft fees to struggling consumers during the pandemic.
Lawmakers plan to reintroduce bills that would create more overdraft protections, banning overdraft
fees on debit transactions while adding other safeguards. Impending legislation, widespread litigation,
increased fraud risk, and added overhead are making NSF programs a major sore spot for banks and
Credit Unions.
Financial institutions are now reexamining their fees and are moving to lower overdraft and
NSF prices as financial service executives realize an overdraft is an error, not a penalty. An increasing
number of financial institutions are introducing services including grace periods and small short-term
loans. For example, PNC Bank has introduced a “low cash mode” service that alerts customers when
their balance drops to $50, and again when it goes negative. The consumer has at least 24-hours to
make it right before they are hit with a $36 fee, capped at one a day. Bank of America has introduced a
credit line called “Balance Assist.” For a $5 fee, customers can borrow up to $500 that they must repay
in equal installments over the next three months. Chime has also increased the limit of its “SpotMe”
overdraft service to $200, which is recouped from the customer’s next paycheck. Finally, financial
institutions such as Ally Bank have completely eliminated their overdraft fees while UW has dropped
overdraft fees to $5.
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NSF/Overdraft 4-Year Journey
The topic of overdraft and NSF fees has been in conversation for years. Looking back over the
years, there has been a lot of movement surrounding this topic of overdraft and NSF fees in the
financial industry, media, and congress. The journey started with a high-profile lawsuit consisting of
consumers accusing financial institutions of improperly assessing and collecting overdraft fees. This
seemingly spurred some attention and caused the CFPB to publish a request for comment on the
pending overdraft rule.
Shortly after, the world was turned upside down with a worldwide pandemic, COVID 19. This
propelled the issue and caused all financial institutions to address the topic in a much broader fashion.
The topic of reducing or eliminating overdraft fees has become more prevalent forcing financial
institutions to look at the marketplace and how they will inevitably be impacted.
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Market Landscape and Use Cases
Over the past twenty years, interest rates have decreased but overdraft and NSF fees have
increased. Data has shown that it is often cheaper to borrow to cover an overdraft and NSF fees than it
is to use overdraft protection. In the past 18 months, members have become more financially
conscious about their spending habits, reconciling transactions, and their account balances. This is
thanks to digital banking and the pandemic.
Big tech companies like Google and FinTech are also moving into the financial space. Many are
choosing to be proactive in providing innovative overdraft offerings ahead of a traditional financial
institution in order to gain a competitive advantage and in anticipation of regulatory changes.
Large retailers are also finding their way into the financial industry. For example, Walmart has
turned its MoneyCard into a fully transactional account and is offering an overdraft option that
includes a $15 fee, a 24-hour grace period, and limits.
Traditional financial institutions such as Huntington Bank have also come up with lending
alternatives and innovative new technologies that have made headway in the market space. Their new
“24-Hour Grace Overdraft and Return Fee Relief” gives members a 24-hour grace period to make a
deposit before being charged an overdraft or return fee.
Lastly, new vendors such as DoubleCheck have formed solutions that allow members to choose
when and how items get paid. DoubleCheck tout transparency, control for the consumer, and audit
trails to eliminate the risk of lawsuits over predatory behaviors. Their software can notify members
when their account has gone negative and give them the ability to adjust and prioritize how overdrafts
are applied. Members can also pay for transactions immediately with a credit card, cash, or ACH
transfer.
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More Industry Examples
Redwood Credit Union:
Redwood Credit Union has found that just shy of 9% of their membership uses their overdraft
protection program. Of that, 9% less than half use the program fewer than three times per year.
Redwood Credit Union found that the majority of their ODP income is generated by less than 2% of
their members.
University of Wisconsin Credit Union:
UW recently made national news for lowering their ODP and NSF fees from $30 to just $5. UW
evaluated their overdraft protection program and concluded that only 8% of their members were
paying overdraft and NSF fees; many only 1 or 2 times per year. UW deduced that eliminating the fee
altogether would have less than a .05% impact on their ROA.
In 2010 when the debit card opt-in rules went into effect, UW made the conscious decision not to
participate. They dropped all fees related to debit and ATM transactions and followed that with a cap
of one fee per day and no fees if the transaction overdrew the account by $10 or less. These gradual
changes lessened the impact the ODP and NSF fee reduction might have otherwise had.
UW’s CEO Paul Kundert, estimates the change will cost them about 1.3% of their total revenue. He
hopes that they can make that up between a boost in employee morale and fewer calls from members
about overdraft charges. The reduction in calls will save employees time and allow them to focus on
more productive matters.
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Credit Union Responses
Financial Executives everywhere are taking a deep dive into their organization’s financials
surrounding how income is derived from overdraft and NSF fees. Executives are analyzing what
financial implications may arise by tailoring or eliminating overdraft and NSF fees.
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Risk and Rewards
Credit Unions should take into consideration two major risks when evaluating overdraft and NSF fee
programs:
 Financial Impact – Credit Unions must take into consideration the financial impact of
reduction or elimination of any fees to non-interest income to ensure a sustainable business
model.
 Member Perception – Credit Unions should look at the potential overall impact changes
may have on membership. A fully well-constructed solution that supports the solvency of the
Credit Union, protects the member, and ensures the member’s trust should be developed.
Credit Unions should always ensure the member’s financial success.
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Test Case
Making changes to overdraft and NSF fee programs is not easy. There is no one size fits all
solution. Great care and consideration should be taken when planning to implement change, add new
products, solutions, or technology. Credit Unions need to realize just how reliant they are on overdraft
and NSF fee income. Testing for viability, strategic alignment, desirability, and feasibility will allow
Credit Unions to understand what direction they will need to take in the search for solutions. Changes
to a program, additional products, or new technology should align with the Credit Union’s overall
strategy and rationale. The below recommended viability test will help Credit Unions see the hard
dollars that will need to be replaced due to changes made to overdraft and NSF fee programs. To
calculate the fee dependency, Credit Unions should examine their overdraft income compared to both
non-interest income and total income.

Example Case:
A Credit Union with $777M in assets, wanted to see what the impact would be if they were to
follow in the footsteps of others and eliminate the fee. Over a 6-month lookback period, 17%
of the Credit Union’s non-interest income was attributed to overdraft fees. In that same
period, overdraft fees made up 9% of their total income. While these figures might be in the
realm of possibility for some Credit Unions, in this case – the Credit Union knew that they could
not afford to eliminate the fee altogether and that they would need to find ways to replace the
income. Now, the Credit Union is in an information-gathering phase to seek more viable
options.

7|Page

Additional Considerations
DoubleCheck is a vendor that partners with financial institutions to put the power back in the
hands of the member through customer-controlled NSF. DoubleCheck integrates with core systems
and monitors account transactions. When a bounce payment is about to occur, DoubleCheck reaches
out to the member through text messages, emails, or phone calls. Members can view their
transactions while there is still time to intervene. Members can also prioritize and pay critical bills like
rent or utilities. Members can use their existing banking credentials to log in and review the options for
every transaction with insufficient funds. Members can add additional funds by depositing cash at a
local branch, transferring money from another account, using apps such as Venmo, Zelle, or PayPal,
and adding funds by charging their credit card. A convenience fee is added for the transferring of
funds. The revenue from the convenience fee is shared between DoubleCheck and the financial
institution. Members can also decide what items to return if there are not enough funds to cover all
expenses. If the member elects to do nothing the NSF fee will be applied as normal.

For more information, please reach out to the below resources:
Jessica Daughetee
Chief Marketing Officer
Jessica.daughetee@mydoublecheck.com

Katie Weckler
VP – Revenue
katie.weckler@mydoublecheck.com

Michele Shipley
Team Coordinator
michele.shipley@mydoublecheck.com

DoubleCheck – https://www.mydoublecheck.com/financial-institutions/
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Conclusion
Credit Unions are approaching an intersection of change. Research shows Credit Unions have at
least three choices. Credit Unions can pick the easy road, the medium trail, or the hard trek.
Credit Unions should consider the following questions:
1.
2.
3.
4.

What does our existing overdraft protection program look like?
Who are we charging and how much are they paying?
What percentage of our net interest income is made up of ODP and NSF fees?
How would a change to this program impact our credit union?

In closing, Credit Unions need to completely understand their existing financial state while
understanding that mandated changes to the overdraft/NSF fee program are likely to come.
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