Supervisory Committee Governance (1100.20)
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The role of the Supervisory Committee is to safeguard member assets by ensuring the credit union is operating properly.  The primary responsibility of the Supervisory Committee is to verify that the credit union’s board and management are meeting required financial report objectives and to establish practices and procedures sufficient to safeguard members’ assets.
The [Credit Union] Board of Directors appoints the Supervisory Committee from members of the Credit Union.  This governance policy clarifies the obligations of the Supervisory Committee.
As representatives of the Credit Union, a Supervisory Committee member will be required to abide by all applicable state and federal laws, rules, and regulations, and all policies and procedures established for this position.
The Supervisory Committee operates independently of the Board of Directors and management. Neither the Board nor management shall direct, influence, or restrict the Committee’s audit, review, or reporting activities.

1. Eligibility, Quorum, and Meetings

A. The Board will establish the number of members of the committee, which may not be fewer than 3 or more than 5.

B. One of the Committee members may be a director other than the financial officer or a paid officer of the board.  

C. Credit Committee members and employees of the credit union are prohibited from being on the Supervisory Committee.

D. Official business requires a quorum, which is the majority vote of Supervisory Committee members.
a. Official business constitutes anything needing a formal action, and that is part of a required responsibility of the Supervisory Committee.

E. The Supervisory Committee will hold at least one meeting each quarter, but may meet more frequently as needed.  Minutes will be prepared for each meeting.

2. Terms and Officers

A. The terms of the committee members will be for periods of [choose 1, 2, or 3 years] as decided by the Board.  

B. Terms will be staggered so that approximately an equal number of terms expire at each annual meeting.

C. The Supervisory Committee will select at least a Chair and a Secretary.  These offices may be held by the same person.  

D. The Chair is responsible for:
· Full participation of the committee members
· Discussion of all relevant matters
· Effective decision-making
· Overall function of the committee

E. The Secretary will be responsible for the preparation, maintenance, and custody of all records of all actions taken by the committee.


3. Vacancies

A. If a member of the Supervisory Committee elects to leave, the Board of Directors will make a new appointment to serve out the term left vacant by the exiting committee member.


4. Committee Responsibilities

A. Ensure that the credit union adheres to the measurement and filing requirements for reports filed with the NCUA Board, including the Credit Union Profile and Call Report.

B. Responsible for ensuring a credit union’s annual audit is completed and complies with applicable laws and regulations. The Supervisory Committee makes, or arranges for, the audit, and prepares and submits the written reports required by the Federal Credit Union Act or other laws/regulations.  The Committee may utilize auditing assistance to carry out its responsibilities.  The 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.

C. The committee will verify the accounts of members with the records of the financial officer at least once every two years.  The committee will ensure verifications are conducted independently of management.  

D. Oversight and ensuring management addresses material findings and corrective actions in examinations and audits (internal or external).

E. Mitigate risk to earnings or net worth arising from error, conflict of interest, self-dealing, and fraud by periodically reviewing and testing the effectiveness of the credit union’s internal controls.

F. Investigate member complaints and work with credit union management and staff to resolve complaints and provide the member with a response regarding resolution.


5. Powers

A. The Supervisory Committee, by unanimous vote, may suspend any Director, Board Officer, or member of the Credit Committee.  

a. In the event of a suspension, the Supervisory Committee must call a special meeting of the members to act on the suspension.  The meeting must be held at least 7 days but not more than 14 days after the suspension.  

B. By majority vote, the Supervisory Committee can call a special meeting of the members to consider any of the following:
· A violation of the Federal Credit Union Act
· A violation of rules and/or regulations
· A violation of the credit union’s charter or bylaws
· To remove officials due to misconduct or failure to fulfill fiduciary duties, or 
· Any other practice of the Credit Union that the committee deems to be unsafe or unauthorized.

6. Internal Auditor

A. Credit unions may employ internal auditors or outsource the internal audit function to a third party to perform some of the committee’s oversight responsibilities and monitor internal controls.

B. The internal auditor will report directly to the Supervisory Committee and should be independent of Management and the Board of Directors.

C. The Supervisory Committee will work with the internal auditor to develop and review the annual audit plan.

7. External Auditor

A. The Credit Union may elect to use an external auditor for their annual audit and membership account verification.  The supervisory committee is responsible for hiring a qualified auditor and will ensure no conflicts of interest (such as related to a Management, Loan Officer, Board of Directors, Supervisory Committee, or Credit Committee). 


8. Education and Training

A. The Supervisory Committee will attend and receive ongoing training and education to more effectively conduct their role.

B. Training and Education will be conducted in compliance with the Credit Union’s guidelines [1100.15 Education and Training Guidelines].

9. Record Retention

A. The Supervisory Committee will ensure records of all required audits and verifications are maintained in compliance with policy.  

B. Documentation will include workpapers, internal/external audit reports, member account verification, and committee meeting minutes.  

a. Audit workpapers clearly define the scope/audit plan, who performed the audit work, and the results of the tests performed, including significant findings or issues arising during the audit, conclusions reached during the audit, significant professional judgements made in reaching conclusions, and a record and evidence of procedures performed.  

b. Documentation should be more extensive for the financial statement audit to show the standards of GAAS have been met (written record of procedures applied, tests performed, information obtained, and pertinent conclusions reached in the engagement, proprietary audit programs, analyses, memoranda, letters of confirmation and representation, abstracts of credit union documents, reviewer’s notes, schedules, commentaries prepared or obtained during the engagement, etc.)



