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addition, auditing standards address 
the auditor’s professional qualifica-
tions as well as the judgment exercised 
in performing the audit and in pre-
paring the report of the audit. 

(g) Independent means the impar-
tiality necessary for the dependability 
of the compensated auditor’s findings. 
Independence requires the exercise of 
fairness toward credit union officials, 
members, creditors and others who 
may rely upon the report of a super-
visory committee audit report. 

(h) Internal control refers to the proc-
ess, established by the credit union’s 
board of directors, officers and employ-
ees, designed to provide reasonable as-
surance of reliable financial reporting 
and safeguarding of assets against un-
authorized acquisition, use, or disposi-
tion. A credit union’s internal control 
structure consists of five components: 
control environment; risk assessment; 
control activities; information and 
communication; and monitoring. Reli-
able financial reporting refers to prepa-
ration of Call Reports (NCUA Forms 
5300 and 5310) that meet management’s 
financial reporting objectives. Internal 
control over safeguarding of assets 
against unauthorized acquisition, use, 
or disposition refers to prevention or 
timely detection of transactions in-
volving such unauthorized access, use, 
or disposition of assets which could re-
sult in a loss that is material to the fi-
nancial statements. 

(i) Reportable conditions refers to a 
matter coming to the attention of the 
independent, compensated auditor 
which, in his or her judgment, rep-
resents a significant deficiency in the 
design or operation of the internal con-
trol structure of the credit union, 
which could adversely affect its ability 
to record, process, summarize, and re-
port financial data consistent with the 
representations of management in the 
financial statements. 

(j) Report on Examination of Internal 
Control over Call Reporting refers to an 
engagement in which an independent, 
licensed, certified public accountant or 
public accountant, consistent with at-
testation standards, examines and re-
ports on management’s written asser-
tions concerning the effectiveness of 
its internal control over financial re-
porting in its most recently filed semi-

annual or year-end Call Report, with a 
concentration in high risk areas. For 
credit unions, such high risk areas 
most often include: lending activity; 
investing activity; and cash handling 
and deposit-taking activity. 

(k) State-licensed person refers to a 
certified public accountant or public 
accountant who is licensed by the 
State or jurisdiction where the credit 
union is principally located to perform 
accounting or auditing services for 
that credit union. 

(l) Supervisory committee refers to a 
supervisory committee as defined in 
Section 111(b) of the Federal Credit 
Union Act, 12 U.S.C. 1761(b). For some 
federally-insured state chartered credit 
unions, the ‘‘audit committee’’ des-
ignated by state statute or regulation 
is the equivalent of a supervisory com-
mittee. 

(m) Supervisory committee audit refers 
to an engagement under either § 715.5 
or § 715.6 of this part. 

(n) Working papers refers to the prin-
cipal record, in any form, of the work 
performed by the auditor and/or super-
visory committee to support its find-
ings and/or conclusions concerning sig-
nificant matters. Examples include the 
written record of procedures applied, 
tests performed, information obtained, 
and pertinent conclusions reached in 
the engagement, proprietary audit pro-
grams, analyses, memoranda, letters of 
confirmation and representation, ab-
stracts of credit union documents, re-
viewer’s notes, if retained, and sched-
ules or commentaries prepared or ob-
tained in the course of the engagement. 

[64 FR 41035, July 29, 1999, as amended at 66 
FR 65624, Dec. 20, 2001] 

§ 715.3 General responsibilities of the 
Supervisory Committee. 

(a) Basic. The supervisory committee 
is responsible for ensuring that the 
board of directors and management of 
the credit union— 

(1) Meet required financial reporting 
objectives and 

(2) Establish practices and procedures 
sufficient to safeguard members’ as-
sets. 

(b) Specific. To carry out the respon-
sibilities set forth in paragraph (a) of 
this section, the supervisory com-
mittee must determine whether: 
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(1) Internal controls are established 
and effectively maintained to achieve 
the credit union’s financial reporting 
objectives which must be sufficient to 
satisfy the requirements of the super-
visory committee audit, verification of 
members’ accounts and its additional 
responsibilities; 

(2) The credit union’s accounting 
records and financial reports are 
promptly prepared and accurately re-
flect operations and results; 

(3) The relevant plans, policies, and 
control procedures established by the 
board of directors are properly admin-
istered; and 

(4) Policies and control procedures 
are sufficient to safeguard against 
error, conflict of interest, self-dealing 
and fraud. 

(c) Mandates. In carrying out the re-
sponsibilities set forth in paragraphs 
(a) and (b) of this section, the Super-
visory Committee must: 

(1) Ensure that the credit union ad-
heres to the measurement and filing re-
quirements for reports filed with the 
NCUA Board under § 741.6 of this chap-
ter; 

(2) Perform or obtain a supervisory 
committee audit, as prescribed in 
§ 715.4 of this part; 

(3) Verify or cause the verification of 
members’ passbooks and accounts 
against the records of the credit union, 
as prescribed in § 715.8 of this part; 

(4) Act to avoid imposition of sanc-
tions for failure to comply with the re-
quirements of this part, as prescribed 
in §§ 715.11 and 715.12 of this part. 

[64 FR 41035, July 29, 1999, as amended at 69 
FR 27828, May 17, 2004] 

§ 715.4 Audit responsibility of the Su-
pervisory Committee. 

(a) Annual audit requirement. A feder-
ally-insured credit union is required to 
obtain an annual supervisory com-
mittee audit which occurs at least once 
every calendar year (period of perform-
ance) and must cover the period 
elapsed since the last audit period (pe-
riod effectively covered). 

(b) Financial statement audit option. 
Any federally-insured credit union, 
whether Federally- or State-chartered 
and regardless of asset size, may 
choose to fulfill its Supervisory Com-
mittee audit responsibility by obtain-
ing an annual audit of its financial 
statements performed in accordance 
with GAAS by an independent person 
who is licensed to do so by the State or 
jurisdiction in which the credit union 
is principally located. (A ‘‘financial 
statement audit’’ is distinct from a 
‘‘supervisory committee audit,’’ al-
though a financial statement audit is 
included among the options for ful-
filling the supervisory committee audit 
requirement. Compare § 715.2(c) and (j).) 

(c) Other audit options. A federally in-
sured credit union which does not 
choose to obtain a financial statement 
audit as permitted by subsection (b) 
must fulfill its supervisory audit re-
sponsibility under either of § 715.5 or 
§ 715.6 of this part, whichever is appli-
cable. See Table 1. For purposes of this 
part, a credit union’s asset size is the 
amount of total assets reported in the 
year-end Call Report (NCUA form 5300) 
filed for the calendar year-end imme-
diately preceding the period under 
audit. 
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