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human, and financial resources dedi-
cated to support major risk areas; and 

(8) For each item before the board, 
the meeting minutes list the names of 
directors and their votes, as well as the 
names of any directors who did not 
vote, except that if the minutes include 
a complete list of directors attending 
the meeting, the vote tally need only 
list the names of directors who voted 
against the item or who abstained. 

[62 FR 12938, Mar. 19, 1997, as amended at 67 
FR 65654, Oct. 25, 2002. Redesignated at 75 FR 
64836, Oct. 20, 2010; 76 FR 23868, Apr. 29, 2011] 

§ 704.14 Representation. 
(a) Board representation. The board 

will be determined as stipulated in its 
bylaws governing election procedures, 
provided that: 

(1) At least a majority of directors, 
including the chair of the board, must 
serve on the board as representatives of 
member credit unions; 

(2) Only an individual who currently 
holds the position of chief executive of-
ficer, chief financial officer, chief oper-
ating officer, or treasurer/manager at a 
member credit union, and will hold 
that position at the time he or she is 
seated on the corporate credit union 
board if elected, may seek election or 
re-election to the corporate credit 
union board; 

(3) No individual may be elected or 
appointed to serve on the board if, 
after such election or appointment, the 
individual would be a director at more 
than one corporate credit union; 

(4) No individual may be elected or 
appointed to serve on the board if, 
after such election or appointment, 
any member of the corporate credit 
union would have more than one rep-
resentative on the board of the cor-
porate; 

(5) The chair of the board may not 
serve simultaneously as an officer, di-
rector, or employee of a credit union 
trade association; 

(6) A majority of directors may not 
serve simultaneously as officers, direc-
tors, or employees of the same credit 
union trade association or its affiliates 
(not including chapters or other 
subunits of a state trade association); 

(7) For purposes of meeting the re-
quirements of paragraphs (a)(5) and 
(a)(6) of this section, an individual may 

not serve as a director or chair of the 
board if that individual holds a subor-
dinate employment relationship to an-
other employee who serves as an offi-
cer, director, or employee of a credit 
union trade association; 

(8) In the case of a corporate credit 
union whose membership is composed 
of more than 25 percent non credit 
unions, the majority of directors serv-
ing as representatives of member cred-
it unions, including the chair, must be 
elected only by member credit unions, 
and 

(9) At least a majority of directors of 
every corporate credit union, including 
the chair of the board, must serve on 
the corporate board as representatives 
of natural person credit union mem-
bers. 

(b) Credit union trade association. As 
used in this section, a credit union 
trade association includes but is not 
limited to, state credit union leagues 
and league service corporations and na-
tional credit union trade associations. 

(c) Representatives of organizational 
members. (1) An organizational member 
of a corporate credit union is a member 
that is not a natural person. An organi-
zational member may appoint one of 
its members or officials as a represent-
ative to the corporate credit union. 
The representative shall be empowered 
to attend membership meetings, to 
vote, and to stand for election on be-
half of the member. No individual may 
serve as the representative of more 
than one organizational member in the 
same corporate credit union. 

(2) Any vacancy on the board of a 
corporate credit union caused by a rep-
resentative being unable to complete 
his or her term shall be filled by the 
board of the corporate credit union ac-
cording to its bylaws governing the 
filling of board vacancies. 

(d) Recusal provision. (1) No director, 
committee member, officer, or em-
ployee of a corporate credit union shall 
in any manner, directly or indirectly, 
participate in the deliberation upon or 
the determination of any question af-
fecting his or her pecuniary interest or 
the pecuniary interest of any entity 
(other than the corporate credit union) 
in which he or she is interested, except 
if the matter involves general policy 
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applicable to all members, such as set-
ting dividend or loan rates or fees for 
services. 

(2) An individual is ‘‘interested’’ in 
an entity if he or she: 

(i) Serves as a director, officer, or 
employee of the entity; 

(ii) Has a business, ownership, or de-
posit relationship with the entity; or 

(iii) Has a business, financial, or fa-
milial relationship with an individual 
whom he or she knows has a pecuniary 
interest in the entity. 

(3) In the event of the disqualifica-
tion of any directors, by operation of 
paragraph (c)(1) of this section, the re-
maining qualified directors present at 
the meeting, if constituting a quorum 
with the disqualified directors, may ex-
ercise, by majority vote, all the powers 
of the board with respect to the matter 
under consideration. Where all of the 
directors are disqualified, the matter 
must be decided by the members of the 
corporate credit union. 

(4) In the event of the disqualifica-
tion of any committee member by op-
eration of paragraph (c)(1) of this sec-
tion, the remaining qualified com-
mittee members, if constituting a 
quorum with the disqualified com-
mittee members, may exercise, by ma-
jority vote, all the powers of the com-
mittee with respect to the matter 
under consideration. Where all of the 
committee members are disqualified, 
the matter shall be decided by the 
board of directors. 

(e) Administration. (1) A corporate 
credit union shall be under the direc-
tion and control of its board of direc-
tors. While the board may delegate the 
performance of administrative duties, 
the board is not relieved of its respon-
sibility for their performance. The 
board may employ a chief executive of-
ficer who shall have such authority and 
such powers as delegated by the board 
to conduct business from day to day. 
Such chief executive officer must an-
swer solely to the board of the cor-
porate credit union, and may not be an 
employee of a credit union trade asso-
ciation. 

(2) The provisions of § 701.14 of this 
chapter apply to corporate credit 
unions, except that where ‘‘Regional 
Director’’ is used, read ‘‘Director of the 

Office of National Examinations and 
Supervision.’’ 

[62 FR 12938, Mar. 19, 1997, as amended at 67 
FR 65657, Oct. 25, 2002; 75 FR 64844, Oct. 20, 
2010; 80 FR 25938, May 6, 2015] 

§ 704.15 Audit and reporting require-
ments. 

(a) Annual reporting requirements—(1) 
Audited financial statements. A cor-
porate credit union must prepare an-
nual financial statements in accord-
ance with generally accepted account-
ing principles (GAAP), which must be 
audited by an independent public ac-
countant in accordance with generally 
accepted auditing standards. The an-
nual financial statements and regu-
latory reports must reflect all material 
correcting adjustments necessary to 
conform with GAAP that were identi-
fied by the corporate credit union’s 
independent public accountant. 

(2) Management report. Each corporate 
credit union must prepare, as of the 
end of the previous calendar year, an 
annual management report that con-
tains the following: 

(i) A statement of management’s re-
sponsibilities for preparing the cor-
porate credit union’s annual financial 
statements, for establishing and main-
taining an adequate internal control 
structure and procedures for financial 
reporting, and for complying with laws 
and regulations relating to safety and 
soundness in the following areas: affil-
iate transactions, legal lending limits, 
loans to insiders, restrictions on cap-
ital and share dividends, and regu-
latory reporting that meets full and 
fair disclosure; 

(ii) An assessment by management of 
the corporate credit union’s compli-
ance with such laws and regulations 
during the past calendar year. The as-
sessment must state management’s 
conclusion as to whether the corporate 
credit union has complied with the des-
ignated safety and soundness laws and 
regulations during the calendar year 
and disclose any noncompliance with 
the laws and regulations; and 

(iii) An assessment by management 
of the effectiveness of the corporate 
credit union’s internal control struc-
ture and procedures as of the end of the 
past calendar year that must include 
the following: 
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