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National Credit Union Administration § 715.12 

union or at a mutually agreed upon lo-
cation, for purposes of inspection; and 

(8) Acknowledge that working papers 
shall be retained for a minimum of 
three years from the date of the writ-
ten audit report. 

(d) Complete scope. If the engagement 
is to perform a Supervisory Committee 
Guide audit intended to fully meet the 
requirements of § 715.7(c), the engage-
ment letter shall certify that the audit 
will address the complete scope of that 
engagement; 

(e) Exclusions from scope. If the en-
gagement is to perform a Supervisory 
Committee Guide audit which will ex-
clude any item required by the applica-
ble section, the engagement letter 
shall: 

(1) Identify the excluded items; 
(2) State that, because of the exclu-

sion(s), the resulting audit will not, by 
itself, fulfill the scope of a supervisory 
committee audit; and 

(3) Caution that the supervisory com-
mittee will remain responsible for ful-
filling the scope of a supervisory com-
mittee audit with respect to the ex-
cluded items. 

§ 715.10 Audit report and working 
paper maintenance and access. 

(a) Audit report. Upon completion and/ 
or receipt of the written report of a fi-
nancial statement audit or a super-
visory committee audit, the Super-
visory Committee must verify that the 
audit was performed and reported in 
accordance with the terms of the en-
gagement letter prescribed herein. The 
Supervisory Committee must submit 
the report(s) to the board of directors, 
and provide a summary of the results 
of the audit to the members of the 
credit union orally or in writing at the 
next annual meeting of the credit 
union. If a member so requests, the Su-
pervisory Committee shall provide the 
member access to the full audit report. 
If the National Credit Union Adminis-
tration (‘‘NCUA’’) so requests, the Su-
pervisory Committee shall provide 
NCUA a copy of each of the audit re-
ports it receives or produces. 

(b) Working papers. The supervisory 
committee shall be responsible for pre-
paring and maintaining, or making 
available, a complete set of original 
working papers supporting each super-

visory committee audit. The super-
visory committee shall, upon request, 
provide NCUA staff unconditional ac-
cess to such working papers, either at 
the offices of the credit union or at a 
mutually agreeable location, for pur-
poses of inspecting such working pa-
pers. 

§ 715.11 Sanctions for failure to com-
ply with this part. 

(a) Sanctions. Failure of a supervisory 
committee and/or its independent com-
pensated auditor or other person to 
comply with the requirements of this 
section, or the terms of an engagement 
letter required by this section, is 
grounds for: 

(1) The regional director to reject the 
supervisory committee audit and pro-
vide a reasonable opportunity to cor-
rect deficiencies; 

(2) The regional director to impose 
the remedies available in § 715.12, pro-
vided any of the conditions specified 
therein is present; and 

(3) The NCUA Board to seek formal 
administrative sanctions against the 
supervisory committee and/or its inde-
pendent, compensated auditor pursuant 
to section 206(r) of the Federal Credit 
Union Act, 12 U.S.C. 1786(r). 

(b) State Charters. In the case of a fed-
erally-insured state chartered credit 
union, NCUA shall provide the state 
regulator an opportunity to timely im-
pose a remedy satisfactory to NCUA 
before exercising it authority under 
§ 741.202 of this chapter to impose a 
sanction permitted under paragraph (a) 
of this section. 

§ 715.12 Statutory audit remedies for 
Federal credit unions. 

(a) Audit by alternative licensed person. 
The NCUA Board may compel a federal 
credit union to obtain a supervisory 
committee audit which meets the min-
imum requirements of § 715.5 or § 715.7, 
and which is performed by an inde-
pendent person who is licensed by the 
State or jurisdiction in which the cred-
it union is principally located, for any 
fiscal year in which any of the fol-
lowing three conditions is present: 

(1) The Supervisory Committee has 
not obtained an annual financial state-
ment audit or performed a supervisory 
committee audit; or 

VerDate Aug<31>2005 14:48 Jan 30, 2008 Jkt 214040 PO 00000 Frm 00575 Fmt 8010 Sfmt 8010 Y:\SGML\214040.XXX 214040rf
re

de
ric

k 
on

 P
R

O
D

1P
C

67
 w

ith
 C

F
R



566 

12 CFR Ch. VII (1–1–08 Edition) Pt. 716 

(2) The Supervisory Committee has 
obtained a financial statement audit or 
performed a supervisory committee 
audit which does not meet the require-
ments of part 715 including those in 
§ 715.8. 

(3) The credit union has experienced 
serious and persistent recordkeeping 
deficiencies as defined in paragraph (c) 
of this section. 

(b) Financial statement audit required. 
The NCUA Board may compel a federal 
credit union to obtain a financial 
statement audit performed in accord-
ance with GAAS by an independent 
person who is licensed by the State or 
jurisdiction in which the credit union 
is principally located (even if such 
audit is not required by § 715.5), for any 
fiscal year in which the credit union 
has experienced serious and persistent 
recordkeeping deficiencies as defined in 
paragraph (c) of this section. The ob-
jective of a financial statement audit 
performed under this paragraph is to 
reconstruct the records of the credit 
union sufficient to allow an unqualified 
or, if necessary, a qualified opinion on 
the credit union’s financial statements. 
An adverse opinion or disclaimer of 
opinion should be the exception rather 
than the norm. 

(c) ‘‘Serious and persistent record-
keeping deficiencies.’’ A record-keeping 
deficiency is ‘‘serious’’ if the NCUA 
Board reasonably believes that the 
board of directors and management of 
the credit union have not timely met 
financial reporting objectives and es-
tablished practices and procedures suf-
ficient to safeguard members’ assets. A 
serious recordkeeping deficiency is 
‘‘persistent’’ when it continues beyond 
a usual, expected or reasonable period 
of time. 

PART 716—PRIVACY OF CON-
SUMER FINANCIAL INFORMA-
TION 

Sec. 
716.1 Purpose and scope. 
716.2 Rule of construction. 
716.3 Definitions. 

Subpart A—Privacy and Opt Out Notices 

716.4 Initial privacy notice to consumers re-
quired. 

716.5 Annual privacy notice to members re-
quired. 

716.6 Information to be included in initial 
and annual privacy notices. 

716.7 Form of opt out notice to consumers 
and opt out methods. 

716.8 Revised privacy notices. 
716.9 Delivering privacy and opt out no-

tices. 

Subpart B—Limits on Disclosures 

716.10 Limits on disclosure of nonpublic per-
sonal information to nonaffiliated third 
parties. 

716.11 Limits on redisclosure and reuse of 
information. 

716.12 Limits on sharing of account number 
information for marketing purposes. 

Subpart C—Exceptions 

716.13 Exception to opt out requirements for 
service providers and joint marketing. 

716.14 Exceptions to notice and opt out re-
quirements for processing and servicing 
transactions. 

716.15 Other exceptions to notice and opt 
out requirements 

Subpart D—Relation to Other Laws; 
Effective Date 

716.16 Protection of Fair Credit Reporting 
Act. 

716.17 Relation to state laws. 
716.18 Effective date; transition rule. 

APPENDIX A TO PART 716—SAMPLE CLAUSES 

AUTHORITY: 15 U.S.C. 6801 et seq., 12 U.S.C. 
1751 et seq. 

SOURCE: 65 FR 31740, May 18, 2000, unless 
otherwise noted. 

§ 716.1 Purpose and scope. 
(a) Purpose. This part governs the 

treatment of nonpublic personal infor-
mation about consumers by the credit 
unions listed in paragraph (b) of this 
section. This part: 

(1) Requires a credit union to provide 
notice to members about its privacy 
policies and practices; 

(2) Describes the conditions under 
which a credit union may disclose non-
public personal information about con-
sumers to nonaffiliated third parties; 
and 

(3) Provides a method for consumers 
to prevent a credit union from dis-
closing that information to most non-
affiliated third parties by ‘‘opting out’’ 
of that disclosure, subject to the excep-
tions in § § 716.13, 716.14, and 716.15. 
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