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Filed March 16, 2004
Assigned to The Honorable Roger A. Bennett

Superior Court of Washington for Clark County

Save Columbia CU Committee, John _ No. 04-2-01341-4
Bucholtz, Steve Straub, and Robert Tice,
Plaintiffs,

Complaint for Declaratory Judgment

VS. and for Injunctions

Columbia Community Credit Union,
Karen Martel, Edwin C. Bell, Dale Magers,
William F. Byrd 111, Robert M. Byrd,
Dennis McLachlan, Mark L. Ail, Connie
Jones, and Bruce Davidson, Defendants.

The above-named Plaintiffs complain against the above-named Defendants and allege as
follows:

|. Parties, Jurisdiction, and Venue

1. Plaintiff Save Columbia CU Committee (“Save CCU Committee”) is a nonprofit
corporation chartered by the state of Washington on January 30, 2004. Its purpose as
stated in its Articles of Incorporation is as follows:

The purpose of the nonprofit corporation is to further the interests
of those members of Columbia Community Credit Union,
headquartered in VVancouver, Washington, who desire that it
continue to be chartered as, and genuinely operated as, a
cooperative society for the purpose of promoting thrift among its
owner-members and creating a source of credit for them at fair and
reasonable rates of interest, as provided in Section 31.12.015 of the
Revised Code of Washington, and to engage in any lawful
activities, including litigation if necessary, for that purpose.
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The directors and members of Save CCU Committee are members of Columbia
Community Credit Union (“CCCU”). On February 11, 2004, Save CCU Committee

purchased purchased a membership share of CCCU to become an entity member of it.

Plaintiffs John Bucholtz, Steve Straub, and Robert Tice are individual members of CCCU

and are members of the board of directors of Save CCU Committee.

Defendant CCCU is a credit union chartered by the state of Washington and organized as
a nonprofit corporation under Chapter 31.12 of the Revised Code of Washington
(“RCWH).

Defendants Karen Martel, Edwin C. Bell, Dale Magers, William F. Byrd 111, Robert M.
Byrd, Dennis McLachlan, Mark L. Ail, Bruce Davidson, and Connie Jones (collectively
“Director Defendants”) are presently members of the board of directors of CCCU.

They held those positions at all times relevant to the conduct complained of herein.

Jurisdiction. Jurisdiction is proper in this Court pursuant to RCW 2.08.010, RCW
7.24.010 and RCW 7.24.020.

Venue. Venu is proper in this Court under RCW 4.12.025, for CCCU’s principal place
of business is in, and some or all the individual defendants reside in, Clark County,

Washington.

Il. lllegal Term-Limited Directors
The Bylaws of CCCU, at Article V, Section 2, in effect since November 1999 limit its
directors to nine (9) consecutive years of service as a director, by providing as follows:

Section 2. Term of Office. Each Director, upon election, may serve a maximum
of three (3) consecutive, three (3) year terms, unless the Director resigns, dies, or
is removed under this Article. A mandatory absence from the Board of two (2)
years is required before a Director can be re-elected to serve another term of
office. Each Board member’s term of office shall be staggered, with an equal
number of Directors elected each year, as far as possible.

Defendant Connie Jones became a director of CCCU in 1984 and has served as such for

20 consecutive years, being most recently nominated by the board’s nominating
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10.

11.

12.

13.

14.

15.

16.

committee and re-elected without opposition at CCCU’s annual meeting in March 2002.

Ms. Jones is presently one of the three members of CCCU’s nominating committee.

Defendant Dennis McLachlan became a director of CCCU in 1992 and has served as
such for 12 consecutive years. He recently has been nominated by the board’s

nominating committee for re-election at CCCU’s annual meeting in 2004.

Defendant Robert M. Byrd became a director of CCCU in 1992 and has served as such
for 12 consecutive years, being most recently nominated by the board’s nominating
committee and re-elected without opposition at CCCU’s annual meeting in March 2003.
Mr. Robert M. Byrd is presently one of the three members of CCCU’s nominating

committee.

Defendant William F. Byrd 111 became a director of CCCU in 1995 and has served as
such for 9 consecutive years. He recently has been nominated by the board’s nominating

committee for re-election at CCCU’s annual meeting in 2004.

Defendant Mark L. Ail became a director of CCCU in 1995 and has served as such for 9
consecutive years, and prior to that he served for 6 years as a director of The Columbian
Newspaper Credit Union that merged into CCCU. Mr. Ail is presently one of the three

members of CCCU’s nominating committee.

My operation of CCCU’s Bylaws, Defendants Connie Jones, Dennis McLachlan, Robert
M. Byrd, William F. Byrd 111, and Mark L. Ail, are not eligible to continue to serve as
directors of CCCU; and Defendants Dennis McLachlan and William F. Byrd I11 are not

eligible to be re-elected as directors of CCCU at its annual meeting in 2004.

I11. Directors’ Breach of Fiduciary Duty
Under RCW 31.12.267, the Director Defendants stand in a fiduciary relationship to
CCCU and to its members and may not use their director positions to further their

personal advantage and privilege.

By order of Clark County Superior Court Judge Roger A. Bennett entered March 2, 2004,
CCCU was required to honor a petition (“Member Petition™) signed by 3,593 of its
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members presented to it on January 14, 2004, by members of Save Columbia CU
Committee requesting a special meeting of members to vote on the removal from office
of the Director Defendants, except for Mr. Davidson. By order entered March 8, 2004,
Judge Bennett ordered CCCU to hold the special meeting of its members within 30 days
of that date and to mail its members notice of that meeting and a vote-by-mail ballot for it
within 10 days of that date.

17.  Since January 2004, the Director Defendants have caused CCCU to expend substantial
sums to publish advertisements and to send materials by mail and e-mail to its members
for the express purpose of campaigning against the director-removal vote requested by
the Member Petition. In addition, the Director Defendants have employed their control
over the property, employees, and resources of CCCU to prevent those members,
including Plaintiffs, who seek their removal from office from communicating information

about the removal vote, including reasons for their removal, to CCCU’s other members.

18.  The Director Defendants have breached, and are continuing to breach, their fiduciary
duties as directors of CCCU by exercising the power and authority of those positions in
their personal self-interest of retaining those positions and retaining the intangible and

tangible personal benefits that result from those positions.

I11. Denial of Access to Corporate Records and to Resources to Permit Member-to-
Member Communications

19.  The Defendants have engaged in a pattern and practice of denying CCCU’s members
access, for proper purposes, to examine and copy corporate records to which the
members are entitled by law to examine and copy. Members of CCCU, including
Plaintiffs, have been denied access to examine and copy CCCU’s bylaws and records of
amendments to its bylaws, records showing the years in office of its elected officials,
minutes of those portions of its board of directors meetings at which corporate policies

and plans are discussed and decided, and copies of its corporate policies and plans.

20. Members of CCCU, including Plaintiffs, have been denied their common law right to
records or procedures that enable them to communicate directly with other CCCU

members concerning CCCU’s corporate affairs, including reasons for removing the
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21.

22,

23.

24,

Director Defendants.

CCCU’s Bylaws require, at Article V, Section 3, that members of CCCU’s board of
directors must agree to the terms of CCCU’s “Code of Ethics Policy.” Plaintiffs have
requested confirmation of CCCU that the version of such a Code of Ethics Policy dated
October 1995, as attached as Exhibit A, is the current ethics policy, but CCCU has
refused to respond to that request. If still in force, the attached Code of Ethics Policy
makes the Director Defendants responsible—

® To their members “to adhere to democratic and cooperative principles
within the credit union and encourage and facilitate active member
participation in its democratic process;” and

° “To adhere to open, democratic procedures in the election of officials and
in their formulation of credit union policy and practices.”

IVV. Washington Law Bars Credit Union-to-Savings Bank Conversions
CCCU’s board of directors, on April 19, 2003, adopted a Plan of Conversion (“Plan of
Conversion”) whereby CCCU would convert to a savings bank organized under RCW
Title 32. Subsequent to a determination on January 29, 2004, by the National Credit
Union Administration that CCCU’s membership vote on November 3, 2003, approving
that Plan of Conversion “was not conducted in a fair and legal manner” CCCU
announced the next day that its board might “decide to place the vote before our
membership again.” Nothing that CCCU’s officials have said since then prevents them
from placing a vote on their Plan of Conversion before their membership again or

seeking to implement a new plan of conversion of CCCU to a state savings bank.

Washington statutory law does not enable a state credit union organized under RCW
Chapter 31.12 to convert to a state savings bank organized under RCW Title 32. RCW

31.12.464 (1) enables a state credit union to convert only to a federal credit union.

Members of a Washington credit union and members of a federal credit union have
ownership rights in the credit union, including a legal right to share, in proportion to their
account balances, the net assets of the credit union in the event of its voluntary
liquidation. RCW 31.12.474 (2) and 12 C.F.R. § 710.6. Depositors in a Washington

savings bank without capital stock have no ownership rights in the bank and have no
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25.

26.

217.

28.

29.

legal right to receive any of its net assets in the event of its voluntary liquidation. RCW
32.24.010.

No federal law has enabled a state credit union organized under RCW Chapter 31.12 to

convert to a state savings bank organized under RCW Title 32.

V. A State Credit Union Conversion Requires a Two-Thirds Majority Vote

In CCCU’s disclosure materials to its members and in its filings with governmental
agencies concerning the membership vote on the Plan of Conversion, CCCU asserted that
applicable law required that the Plan be approved by the affirmative vote of only a simple
majority of its members who voted on the proposal. After the special membership
meeting that CCCU held on November 3, 2003, CCCU announced that the Plan of
Conversion had been approved by 52 percent of its members who voted on the
conversion proposal. Four days later, CCCU’s lawyer of the Washington, D.C. law firm
of Silver, Freedman & Taff, L.L.P., rendered their formal legal opinion, a copy of which
is attached as Exhibit B, to the Washington State Department of Financial Institutions
that CCCU’s Plan of Conversion was “duly approved by the membership” of CCCU and

that “such approval was in accordance with applicable law and regulations.”

Washington state law exclusively governs the internal affairs of a credit union organized
and chartered under RCW Chapter 31.12.

RCW 31.12.464 (1) requires that any conversion or merger of a Washington credit union
“must be approved by a two-thirds vote of those credit union members voting at a

membership meeting.”

No federal law has enabled a Washington state credit union chartered and organized
under RCW Chapter 31.12 to convert to a savings bank chartered and organized under
RCW Title 32 upon the approval of merely a simple majority the members of the credit

union who vote on the matter.

V1. Prayer for Relief

WHEREFORE, Plaintiff pray for judgment against Defendants as follows:
@) That Defendants Connie Jones, Dennis McLachlan, Robert M. Byrd, William F.
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Byrd 111, and Mark L. Ail, be declared ineligible to continue to serve as directors of CCCU,; that
Defendants Dennis McLachlan and William F. Byrd I11 be declared ineligible to be re-elected as
directors of CCCU at its annual meeting in 2004; and that they be enjoined from continued
service on, or re-election to, the CCCU board without a two-year absence from the board.

(b) That the Director Defendants have breached their fiduciary responsibilities by,
and they be enjoined from continuing their misconduct of, expending and employing CCCU
funds, property, employees, and resources to campaign against their removal from office by vote
of the CCCU members at the special membership meeting directed by this Court to be held
based upon the Members’ Petition or campaigning for their election at the 2004 Annual Meeting.

(©) That Defendants be enjoined from denying CCCU’s members access, for proper
purposes, to examine and copy corporate records to which the members are entitled by law to
examine and copy, including CCCU’s bylaws and records of amendments to its bylaws, records
showing the years in office of its elected officials, minutes of those portions of its board of
directors meetings at which corporate policies and plans are discussed and decided, and copies of
its corporate policies and plans; and that Defendants be enjoined from denying CCCU members
access to records or procedures that enable them communicate directly with other CCCU
members concerning CCCU’s corporate affairs.

(d) That applicable law does not enable and permit CCCU, as a credit union chartered
and organized under RCW Chapter 31.12, to convert to a savings bank chartered and organized
under RCW Title 32.

(e) That applicable law requires that any conversion or merger of CCCU, as a credit
union chartered and organized under RCW Chapter 31.12, must be approved by a two-thirds
vote of those CCCU members voting on the conversion or merger at a membership meeting.

()] For such other relief as is just and equitable.

Date: March _16_, 2004 /s/ Douglas A. Schafer
Douglas A. Schafer, WSBA No. 8652, Plaintiffs’ Counsel
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Policy No: 3:00:01
Date: October 1995

Replaces: April 1994

;

CreditUnion
ode of Ethics

Columbia Community Credit Union

Credit Union)

A credit union is a member-owned, nonprofit cooperative thrift institution formed for the pur-
pose of encouraging savings by offering a good return, using collective monies to make loans at
competitively low interest rates to members and providing other member services on a cooperative
basis. Members are united by a defined field of membership and democratically operate the credit
union under state and federal law and regulation.

This credit union will conduct its relationships and operations in accordance with this purpose
and uphold its fundamental commitment to serving its members. This credit union is committed to
the highest standards of responsibility and conduct and subscribes to the following guidelines:

o Plembers.

., To provide the highest level of
s personal financial services in a
courteous and professional manner
and to treat all individuals fairly
without regard to race. creed, na-
tional ongin, sex. religion, social or
economic level.

9, To encourage thnft and savings
-and to protect the assets placed in
our care and custody.

~ To provide consumer loan ser-
- vices at the least possible cost in
the exercise of the wise use of credit.

To practice and maintain high
4 standards of sound management,
including efficiency, integrity. and
econtomy of operations.

5 To adhere to democratic and
"\ cooperative principles within the
credit union and encourage and
faciitate active member participation
in its democratic process.
6 To provide members with timely
* and accurate information regard-
ing the financial conditions. opera-
tions and services of the credit union
and of their mdividual accounts or
transactions.

7 To preserve and protect the
- privacy and confidentiality of all
member financial records and trans-
actions. Disclosure of financial condi-
tions or transactions will be made on-
ly with the written approval of the

g(jesponszﬁi/ﬁ‘z'w

member, due legal process. or in ac-
cordance with law.
(S To abide by the letter. spirit and
" intent of state and federal con-
sumer protection laws and regulations
and to provide members with com-
plete and accurate inforraation con-
cerning their rights.
o) To increase knowledge and ability
* of members to manage and con-
trol their financial well-being through
counseling and by providing educa-
tional information, materials and pro-
grams.

To Credit<Union Povement

To promote and protect always

the best interests and reputation of
the credit union movernent and avoid
and resist influences and practices
which are detrimental to it.
o associate and cooperate with
ther credit union organizations in
building a strong democratic move-

ment for more effective service to
members.

o docfe{gr
7 To participate in community af-
* fairs as a responsible member of

CY

@

the society in which the credit union is
a part.

Q To support and participate in pro- *
- grams which favorably affect the
soctety, citizens and communities
served by the credit union and to the
fullest extent possible, seek solutions
to its social problems and concerns.

\3 To make credit union membership
- available to as many people as
possible.

Olandards of LLeadership

Jor Officials andStoff

7 To observe the highest standards
- of personal conduct at ail times.

9 To strictly uphoid the laws, by-
“laws, rules, policies and regula-

tions relating to the operation of a

credit unton.

3 To guard against the use of the
- credit union position for personal
or financial advantage or special
privilege and avoid conflicts of in-
terest with its policies and operations.
4 To carry out the duties and

- responsibilities of the credit union
position to the best of one's abilities
and to seek out and participate in op-

portunities to increase that knowledge
and skill.

\5 To adhere to open, democratic
" procedures in the election of of-

ficials and in their formulation of

credit union policy and practices.

EXHIBIT A







