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§715.5 Audit of Federal Credit Unions.

(a) Total assets of $500 million or great-
er. To fulfill its Supervisory Com-
mittee audit responsibility, a federal
credit union having total assets of $500
million or greater must obtain an an-
nual 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.

(b) Total assets of less than $500 million
but more than $10 million. To fulfill its
Supervisory Committee audit responsi-
bility, a Federally-chartered credit
union having total assets of less than
$500 million but more than $10 Million
which does not choose to obtain an
audit under §715.5(a), must obtain an
annual supervisory committee audit as
prescribed in §715.7.

(c) Total assets of $10 million or less. To
fulfill its Supervisory Committee audit
responsibility, a Federally-chartered
credit union having total assets of $10
million or less must obtain an annual
Supervisory Committee audit as pre-
scribed in §715.7.

(d) Other requirements. A federally
chartered credit union, regardless of
which audit it is required to obtain
under this section, must meet other ap-
plicable requirements of this part.

§715.6 Audit of Federally-insured
State-chartered credit unions.

(a) Total assets of $500 million or great-
er. To fulfill its Supervisory Com-
mittee audit responsibility, a feder-
ally-insured State-chartered credit
union having total assets of $500 mil-
lion or greater must obtain an annual
audit of its financial statements per-
formed 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.

(b) Total assets of less than $500 million.
To fulfill its Supervisory Committee
audit responsibility, a federally-in-
sured State-chartered credit union hav-
ing total assets of less than $500 mil-
lion must obtain either an annual su-
pervisory committee audit as pre-
scribed under either §715.6(a) or §715.7,
or an audit as prescribed by the State
or jurisdiction in which the credit
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union is principally located, whichever
audit is more stringent.

(c) Other requirements. A federally-in-
sured, state-chartered credit union, re-
gardless of which audit it is required to
obtain under this section, must meet
other applicable requirements of this
part except §§715.5 and 715.12.

§715.7 Supervisory Committee audit
alternatives to a financial state-
ment audit.

A credit union which is not required
to obtain a financial statement audit
may fulfill its supervisory committee
responsibility by any one of the fol-
lowing engagements:

(a) Balance sheet audit. A balance
sheet audit, as defined in §715.2(a), per-
formed by a person who is licensed to
do so by the State or jurisdiction in
which the credit union is principally
located; or

(b) Report on Examination of Internal
Control over Call Reporting. An engage-
ment and report on management’s
written assertions concerning the ef-
fectiveness of internal control over fi-
nancial reporting in the credit union’s
most recently filed semiannual or
year-end call report (NCUA Form 5300),
as defined in §715.2(j), performed by a
person who is licensed to do so by the
State or jurisdiction in which the cred-
it union is principally located, and in
which management specifies the cri-
teria on which it based its evaluation
of internal control; or

(c) Audit per Supervisory Committee
Guide. An audit performed by the su-
pervisory committee, its internal audi-
tor, or any other qualified person (such
as a certified public accountant, public
accountant, league auditor, credit
union auditor consultant, retired fi-
nancial institutions examiner, etc.) in
accordance with the procedures pre-
scribed in NCUA'’s Supervisory Com-
mittee Guide. Qualified persons who are
not State-licensed cannot provide as-
surance services under this subsection.

§715.8 Requirements for verification
of accounts and passbooks.

(a) Verification obligation. The Super-
visory Committee shall, at least once
every two years, cause the passbooks
(including any book, statements of ac-
count, or other record approved by the

563



§715.9

NCUA Board) and accounts of the
members to be verified against the
records of the treasurer of the credit
union.

(b) Methods. Any of the following
methods may be used to verify mem-
bers’ passbooks and accounts, as appro-
priate:

(1) Controlled verification. A controlled
verification of 100 percent of members’
share and loan accounts;

(2) sStatistical method. A sampling
method which provides for:

(i) Random selection:

(ii) A sample which is representative
of the population from which it was se-
lected;

(iii) An equal chance of selecting
each dollar in the population;

(iv) Sufficient accounts in both num-
ber and scope on which to base conclu-
sions concerning management’s finan-
cial reporting objectives; and

(v) Additional procedures to be per-
formed if evidence provided by con-
firmations alone is not sufficient.

(3) Non-statistical method. When the
verification is performed by an Inde-
pendent person licensed by the State or
jurisdiction in which the credit union
is principally located, the auditor may
choose among the sampling methods
set forth in paragraphs (b)(1) and (2) of
this section and non-statistical sam-
pling methods consistent with GAAS if
such methods provide for:

(i) Sufficient accounts in both num-
ber and scope on which to base conclu-
sions concerning management’s finan-
cial reporting objectives to provide as-
surance that the General Ledger ac-
counts are fairly stated in relation to
the financial statements taken as a
whole;

(if) Additional procedures to be per-
formed by the auditor if evidence pro-
vided by confirmations alone is not suf-
ficient; and

(iii) Documentation of the sampling
procedures used and of their consist-
ency with GAAS (to be provided to the
NCUA Board upon request).

(c) Retention of records. The super-
visory committee must retain the
records of each verification of mem-
bers’ passbooks and accounts until it
completes the next verification of
members’ passbooks and accounts.
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§715.9 Assistance from outside, com-
pensated person.

(a) Unrelated to officials. A com-
pensated auditor who performs a Su-
pervisory Committee audit on behalf of
a credit union shall not be related by
blood or marriage to any management
employee, member of either the board
of directors, the Supervisory Com-
mittee or the credit committee, or loan
officer of that credit union.

(b) Engagement letter. The engage-
ment of a compensated auditor to per-
form all or a portion of the scope of a
financial statement audit or super-
visory committee audit shall be evi-
denced by an engagement letter. In all
cases, the engagement must be con-
tracted directly with the Supervisory
Committee. The engagement letter
must be signed by the compensated
auditor and acknowledged therein by
the Supervisory Committee prior to
commencement of the engagement.

(c) Contents of letter. The engagement
letter shall:

(1) Specify the terms, conditions, and
objectives of the engagement;

(2) Identify the basis of accounting to
be used,;

(3) If a Supervisory Committee Guide
audit, include an appendix setting
forth the procedures to be performed;

(4) Specify the rate of, or total, com-
pensation to be paid for the audit;

(5) Provide that the auditor shall,
upon completion of the engagement,
deliver to the Supervisory Committee
a written report of the audit and notice
in writing, either within the report or
communicated separately, of any inter-
nal control reportable conditions and/
or irregularities or illegal acts, if any,
which come to the auditor’s attention
during the normal course of the audit
(i.e., no notice required if none noted);

(6) Specify a target date of delivery
of the written reports, such target date
not to exceed 120 days from date of cal-
endar or fiscal year-end under audit
(period covered), unless the supervisory
committee obtains a waiver from the
supervising NCUA Regional Director;

(7) Certify that NCUA staff and/or the
State credit union supervisor, or des-
ignated representatives of each, will be
provided unconditional access to the
complete set of original working pa-
pers, either at the offices of the credit
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