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WAC 208-400-010 Reasonable compensation. (1) Authority to com-

pensate directors and supervisory committee members. Subject to the
provisions of this section, a credit union may pay compensation to its
directors and supervisory committee members for their service as di-
rectors and supervisory committee members that is reasonable in ac-
cordance with subsection (4) of this section.

(2) "Compensation."

(a) As used in this section, "compensation" means anything of
value that is both:

(1) Given to a director or supervisory committee member in ex-
change for services performed as a director or supervisory committee
member; and

(1i) Required to be reported to the Internal Revenue Service as
income.

(b) For purposes of this section, the term "compensation" ex-
cludes:

(1) Any advancement to or reimbursement to a director or supervi-
sory committee member, or direct disbursement to a third party of rea-
sonable expenses associated with credit union business-related travel
of a director or supervisory committee member;

(1i) Payment of reasonable expenses associated with credit union
business-related travel for one guest per director or supervisory com-
mittee member;

(1iii) Payment for insurance coverage of a director or supervisory
committee member, available to employees generally;

(iv) Payment of indemnification to a director or supervisory com-
mittee member and liability insurance coverage for directors and su-
pervisory committee members; and

(v) Gifts to a director or supervisory committee member of mini-
mal value.

(3) Controls review. A credit union shall implement and maintain
appropriate controls to ensure that compensation 1is reasonable and
that such compensation does not lead to material financial loss to the
credit wunion. Such controls shall include, without limitation, the
following:

(a) Prior to its initial determination to pay compensation to di-
rectors or supervisory committee members, or to increase any such pay-
ments, a credit union's board of directors shall in good faith review
all policies related to compensation, and shall review the amount of
compensation provided to the directors and supervisory committee mem-
bers.

(b) The review set forth in (a) of this subsection must:

(1) Contain a written determination that compensation paid to the
directors and supervisory committee members is reasonable, including a
discussion of the factors considered in making such determination; and

(1i) Be 1included as part of the minutes of the meeting at which
matters relating to compensation were deliberated and voted upon by
the credit union's board of directors.
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(4) When compensation is reasonable. Compensation is reasonable
if it meets all of the following criteria:

(a) It is proportional to the services provided by the director
or supervisory committee member;

(b) It is reasonable considering the financial condition of the
credit union; and

(c) It is comparable to compensation paid by comparable organiza-
tions of a similar size, location, and operational complexity.

(5) Disclosure to credit union membership.

(a) A credit union shall annually disclose to credit union mem-
bers prior to its annual membership meeting the compensation provided
to directors and supervisory committee members in the prior calendar
year and as scheduled for the current calendar year.

(b) The disclosure to a credit union's members:

(1) Shall be in writing and conspicuously set apart from other
information provided to members;

(ii) Shall include the names of all the directors and supervisory
committee members receiving compensation and the amount of compensa-
tion paid to each in the prior calendar year;

(iii) Shall include the schedule for compensation to be paid to
directors and supervisory committee members in the current calendar
year; and

(iv) Shall be included in the notice of the annual meeting of the
members, a separate mailing to members, a periodic statement of ac-
count to members, a periodic publication of the credit union to mem-
bers, posted electronically on a credit union's website, or through
some other email publication to members.

(6) Notice to director.

(a) A credit union shall provide written notice to the director
of credit unions of its intent to adopt a policy to compensate direc-
tors or supervisory committee members at least sixty days before
adopting such policy.

(b) In providing notice to the director of credit unions, a cred-
it union shall provide any additional information as required by the
director of credit unions.

(7) Enforcement authority of director, prohibition.

(a) The director may prohibit or otherwise limit or restrict the
payment of compensation to directors or supervisory committee members
if, in the opinion of the director, the payment of compensation has or
is likely to have a materially adverse effect on the credit union.

(b) The director may also prohibit or 1limit compensation if a
credit union fails to comply with this rule.

[Statutory Authority: RCW 31.12.365 and 2013 c¢ 34. WSR 14-03-132, §
208-400-010, filed 1/22/14, effective 2/22/14.]

WAC 208-400-020 Definitions. Unless the context clearly re-
quires otherwise, as used in this chapter:

"Board" has the same meaning as ascribed in RCW 31.12.005(1).

"Board chair" means the serving chairperson of the board of di-
rectors of a credit union, who has been duly appointed by the board of
directors to serve as its chair.

"CAMEL" means the rating system used to measure the safety and
soundness of credit unions that are insured by the National Credit Un-
ion Share Insurance Fund (as defined in 12 U.S.C. Sec. 1783) and which
scores a credit union's capital adequacy, asset quality, management,

Certified on 12/13/2019 Page 2



earnings, and asset/liability management (liquidity), both individual-
ly and on a composite basis.

"Credit union" has the same meaning as ascribed in RCW
31.12.005(5) .

"Director" has the same meaning as ascribed to that term in RCW
31.12.005¢(8) .

"Manager" means the duly appointed and serving chief executive
officer of a credit union.

"Troubled condition" has the same meaning ascribed to that term
in the rules of the National Credit Union Administration, at 12 C.F.R.
Sec. 701.14 (b) (3).

"Unsafe or unsound practice" has the same definition as ascribed
to that term in RCW 31.12.005(26).

[Statutory Authority: RCW 31.12.225 and 2013 c¢ 34. WSR 14-09-024, §
208-400-020, filed 4/9/14, effective 5/10/14.]

WAC 208-400-030 Frequency of board meetings. (1) Authority to
determine the frequency of board of directors meetings. Subject to the
provisions of this section, a board may determine the frequency of its
meetings and must specify such frequency in its bylaws.

(2) Minimum meeting requirement. A board of directors must meet a
minimum of six times in each calendar year and at least once per cal-
endar quarter.

(3) Director's authority to require more frequent meetings. The
director may require that a board meet more frequently if he or she
finds that it is necessary for the board to meet more frequently to
address examination matters, including without limitation, evidence of
any of the following:

(a) The credit union's current composite CAMEL rating issued by
the director is a 3, 4, or 5;

(b) The credit union's current management component CAMEL rating
issued by the director is a 3, 4, or 5;

(c) The credit union's net worth ratio is less than seven per-
cent;

(d) The credit union is currently in a troubled condition;

(e) In the judgment of the director, the credit union has commit-
ted an unsafe or unsound practice that has not been corrected to the
satisfaction of the director and that continues to be a concern to the
director, or the credit union is about to commit an unsafe or unsound
practice; or

(f) The credit union has been notified in writing by the director
of a significant supervisory or financial concern.

(4) Notification to the board. If the director determines as set
forth in subsection (3) of this section, that a board of directors
must meet more frequently than as set forth in subsection (2) of this
section, the director will send written notice to the board chair,
with a copy to the credit union's manager, setting forth the direc-
tor's findings underlying the determination and the required frequency
of the board of directors' meetings. This notice will remain in effect
until rescinded in writing by the director.

[Statutory Authority: RCW 31.12.225 and 2013 c¢ 34. WSR 14-09-024, §
208-400-030, filed 4/9/14, effective 5/10/14.]
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WAC 208-400-040 Parity requests. Procedures for requesting pow-
ers and authorities authorized in other states.

(1) A credit union must send written notice to the director, by
United States mail or by electronic delivery, of its intent to exer-
cise a power or authority that it would have if it were an out-of-
state credit union.

(2) The written request must provide the following information in
order to be considered complete:

(a) A description of the specific proposed powers or authorities
and how the power or authority will serve the convenience and advant-
age of the credit union's members;

(b) The state law citations upon which the powers or authorities
are based;

(c) A description of the policies, procedures, or other documents
the credit union will use in implementing the powers or authorities;

(d) A description of how the powers or authorities will impact
the credit union's safety and soundness, including net worth and earn-
ings; and

(e) Any actions planned to mitigate the safety and soundness
risks created by the requested powers and authorities.

(3) The director shall grant a parity request if the director
finds:

(a) The request 1s in accordance with the requirements of RCW
31.12.404;

(b) The power or authority is in the interests of the members of
the credit union and maintains the fairness of competition and parity
between state-chartered credit unions and out-of-state credit unions;
and

(c) The power or authority can be implemented by the credit union
in a safe and sound manner.

(4) The director may ask the credit union to waive or extend the
thirty day response time set forth in RCW 31.12.404(4).

(5) Absent a waiver or extension, if the director takes no action
on the request within thirty days of delivery of the notice, the right
to exercise the power is deemed granted.

(6) The director may attach restrictions or limitations on a
credit union's new powers or authorities.

[Statutory Authority: RCW 31.12.516. WSR 19-23-045, § 208-400-040,
filed 11/13/19, effective 12/14/19.]
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