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 Credit Union Compensation Tools for Executive Retention 

 

There are two key questions to ask when considering how to utilize the toolbox: 

1. Which tools should we use? 

Almost all credit unions utilize salaries to assist with attracting executives and short-term cash incentives to 
align executive compensation with annual performance. Credit unions have historically tended to utilize time-
based vehicles for longer time horizons as well. Time-based retention vehicles often referred to as 457(f) plans 
as well as Supplemental Executive Retirement Plans (also known as SERPs) have been staples in the credit 
union compensation toolbox. 

SERPs or Retention Awards are still viable options for the CEO and select key executives, using an independent 
advisor can help you decide what is market practice for eligibly as well as benefit size and the most efficient 
options for funding the retirement plan.  Long-term incentives are another option that has been gaining traction 
with the Board. There are four primary reasons for this growth: 

1) Performance-Based Pay: There has been a pronounced trend over the last decade towards more 
performance-based compensation for all levels in the organization and in all industries (banks and 
credit unions included). For executives this has developed into increased prevalence of performance-
based LTI (either partially or fully performance-based). 

2) Credit Union Size: Credit unions have grown such that competition with banks is fiercer, and more credit 
unions have reached the size where LTI is common in the broader market. In 2000, there were 53 credit 
unions above $1B in assets, in 2022 there were 428. 

3) Risk Mitigation: Regulators favor incentive arrangements that balance risk and financial results in a 
manner that does not encourage employees to expose their organization to imprudent risk. Well-
designed incentive plans mitigate risk by balancing annual and long-term performance metrics within 
their plans, i.e., 3 years or more for LTIPs. Long-term metrics better align executive pay with the mission 
of the credit union and the long-term interests of members, while also ensuring that executives have a 
balanced perspective of risk and reward.  

Compensation 
Element Description Time Horizon 

Performance-
Based Time-Based 

Salary Fixed compensation generally determined at the 
beginning of each year. 

Paid every pay-period 
 

X 

Short-term Cash 
Incentive 

An annual variable opportunity to earn compensation 
based on specific credit union goals. Payouts may vary 
dramatically from threshold to target to maximum 
depending on the achievement of performance metrics. 

One-year X 
 

Long-Term 
Incentive 

Awards are granted annually but do not vest (or paid out) 
until 3 or more years later based on performance, time or 
a combination of the two. 

Three or more years X X 

Time-Based 
Retention – 
457(f) 

Non-qualified deferred compensation plan where the 
contributions are made by the employer. Amounts are not 
deferred to retirement. 

Three or more years  X 

Supplemental 
Executive 
Retirement Plan 
(SERP) 

Reserved for the CEO and key top executives 

Retirement plan 

Long-term retention of key executives 
 

20-30 years depending on the 
age of the executive 
Payout is after retirement age 

 
X 


