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will be computed based on the cor-
porate credit union’s daily average net 
assets for the preceding calendar year. 
The following table lists the minimum 
requirements: 

Daily average net assets 
Minimum 

bond 
(million) 

Less than $50 million ........................................ $1.0 
$50–$99 million ................................................. 2.0 
$100–$499 million ............................................. 4.0 
$500–$999 million ............................................. 6.0 
$1.0–$1.999 billion ............................................ 8.0 
$2.0–$4.999 billion ............................................ 10.0 
$5.0–$9.999 billion ............................................ 15.0 
$10.0–$24.999 billion ........................................ 20.0 
$25.0 billion plus ................................................ 25.0 

(2) It is the duty of the board of di-
rectors of each corporate credit union 
to provide adequate protection to meet 
its unique circumstances by obtaining, 
when necessary, bond coverage in ex-
cess of the minimums in the table in 
paragraph (d)(1) of this section. 

(e) Deductibles. (1) The maximum 
amount of deductibles allowed are 
based on the corporate credit union’s 
leverage ratio. The following table sets 
out the maximum deductibles, except 
that in each category the maximum de-
ductible shall be $5 million: 

Leverage ratio Maximum deductible 

Less than 1.0 percent ...... 7.5 percent of Tier 1 capital. 
1.0–1.74 percent .............. 10.0 percent of Tier 1 capital. 
1.75–2.24 percent ............ 12.0 percent of Tier 1 capital. 
Greater than 2.25 percent 15.0 percent of Tier 1 capital. 

(2) A deductible may be applied sepa-
rately to one or more insuring clauses 
in a blanket bond. Deductibles in ex-
cess of those showing in this section 
must have the written approval of 
NCUA at least 30 calendar days prior to 
the effective date of the deductibles. 

(f) Additional coverage. NCUA may re-
quire additional coverage for any cor-
porate credit union when, in the opin-
ion of NCUA, current coverage is insuf-
ficient. The board of directors of the 
corporate credit union must obtain ad-
ditional coverage within 30 calendar 
days after the date of written notice 
from NCUA. 

[62 FR 12938, Mar. 19, 1997, as amended at 67 
FR 65657, Oct. 25, 2002; 76 FR 79533, Dec. 22, 
2011; 80 FR 25939, May 6, 2015] 

§ 704.19 Disclosure of executive com-
pensation. 

(a) Annual disclosure. A corporate 
credit union must annually prepare 
and maintain a disclosure of the dollar 
amount of compensation paid to its 
most highly compensated employees, 
including compensation from any cor-
porate CUSO in which the corporate 
has invested or made a loan, in accord-
ance with the following schedule: 

(1) For corporate credit unions with 
forty-one or more full time employees, 
disclosure is required of the compensa-
tion paid to the five most highly com-
pensated employees; 

(2) For corporate credit unions with 
between thirty and forty-one full time 
employees, disclosure is required of the 
compensation paid to the four most 
highly compensated employees; 

(3) For corporate credit unions with 
thirty or fewer full time employees, 
disclosure is required of the compensa-
tion paid to the three most highly com-
pensated employees; and 

(4) In all cases, compensation paid to 
the corporate credit union’s chief exec-
utive officer must also be disclosed, if 
the chief executive officer is not al-
ready included among the most highly 
compensated employees described in 
paragraphs (a)(1) through (a)(3) of this 
section. 

(b) Availability of disclosure. Any 
member may obtain a copy of the most 
current disclosure, and all disclosures 
for the previous three years, on request 
made in person or in writing. The cor-
porate credit union must provide the 
disclosure(s), at no cost to the member, 
within five business days of receiving 
the request. In addition, the corporate 
must distribute the most current dis-
closure to all its members at least once 
a year, either in the annual report or 
in some other manner of the 
corporate’s choosing. 

(c) Supplemental information. In pro-
viding the disclosure required by this 
section, a corporate credit union may 
also provide supplementary informa-
tion to put the disclosure in context, 
for example, salary surveys, a discus-
sion of compensation in relation to 
other credit union expenses, or com-
pensation information from similarly 
sized credit unions or financial institu-
tions. 
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(d) Special rule for mergers. With re-
spect to any merger involving a cor-
porate credit union that would result 
in a material increase in compensa-
tion, i.e., an increase of more than 15 
percent or $10,000, whichever is greater, 
for any senior executive officer or di-
rector of the merging corporate, the 
corporate must: 

(1) Describe the compensation ar-
rangement in the merger plan docu-
ments submitted to NCUA for approval 
of the merger, pursuant to § 708b of this 
part; and 

(2) In the case of any federally char-
tered corporate credit union, describe 
the compensation arrangement in the 
materials provided to the membership 
of the merging credit union before the 
member vote on approving the merger. 

[75 FR 64844, Oct. 20, 2010, as amended at 76 
FR 23871, Apr. 29, 2011; 76 FR 79534, Dec. 22, 
2011] 

§ 704.21 Enterprise risk management. 
(a) A corporate credit union must de-

velop and follow an enterprise risk 
management policy. 

(b) The board of directors of a cor-
porate credit union must establish an 
enterprise risk management com-
mittee (ERMC) responsible for review-
ing the enterprise-wide risk manage-
ment practices of the corporate credit 
union. The ERMC must report at least 
quarterly to the board of directors. 

(c) The ERMC must include at least 
one independent risk management ex-
pert. The risk management expert 
must have at least five years of experi-
ence in identifying, assessing, and 
managing risk exposures. This experi-
ence must be commensurate with the 
size of the corporate credit union and 
the complexity of its operations. The 
board of directors may hire the inde-
pendent risk management expert to 
work full-time or part-time for the 
ERMC or as a consultant for the 
ERMC. 

(d) A risk management expert quali-
fies as independent if: 

(1) The expert reports to the ERMC 
and to the corporate credit union’s 
board of directors; 

(2) Neither the expert, nor any imme-
diate family member of the expert, is 
supervised by, or has any material 
business or professional relationship 

with, the chief executive officer (CEO) 
of the corporate credit union, or any-
one directly or indirectly supervised by 
the CEO; and 

(3) Neither the expert, nor any imme-
diate family member of the expert, has 
had any of the relationships described 
in paragraph (d)(2) of this section for at 
least the past three years. 

(e) The risk management expert is 
not required to be a director of the cor-
porate credit union. 

[76 FR 23871, Apr. 29, 2011, as amended at 80 
FR 25939, May 6, 2015] 

§ 704.22 Membership fees. 
(a) A corporate credit union may 

charge its members a membership fee. 
The fee may be one-time or periodic. 

(b) The corporate credit union must 
calculate the fee uniformly for all 
members as a percentage of each mem-
ber’s assets, except that the corporate 
credit union may reduce the amount of 
the fee for members that have contrib-
uted capital to the corporate. Any re-
duction must be proportional to the 
amount of the member’s nondepleted 
contributed capital. 

(c) The corporate credit union must 
give its members at least six months 
advance notice of any initial or new 
fee, including terms and conditions, be-
fore invoicing the fee. For a recurring 
fee, the corporate credit union must 
also give six months notice of any ma-
terial change to the terms and condi-
tions of the fee. 

(d) The corporate credit union may 
terminate the membership of any cred-
it union that fails to pay the fee in full 
within 60 days of the invoice date. 

[76 FR 23871, Apr. 29, 2011] 

APPENDIX A TO PART 704—CAPITAL 
PRIORITIZATION AND MODEL FORMS 

PART I—OPTIONAL CAPITAL PRIORITIZATION 

Notwithstanding any other provision in 
this chapter, a corporate credit union, at its 
option, may determine that capital contrib-
uted to the corporate on or after January 18, 
2011 will have priority, for purposes of avail-
ability to absorb losses and payout in liq-
uidation, over capital contributed to the cor-
porate before that date. The board of direc-
tors at a corporate credit union that desires 
to make this determination must: 

(a) On or before January 18, 2011, adopt a 
resolution implementing its determination. 
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