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Director’s Duties
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NCUA 701.4 (FCUs)

• The Board is responsible for the general direction and control of a federal credit union.  
• The Board may delegate operational functions to management, but NOT the responsibility for the credit 

union’s direction.
• A Director must carry out their duties in good faith, in a manner reasonably believed to be in the best 

interests of the membership, and with such care, including reasonable inquiry, as an ordinarily prudent 
person in a like position would use under similar circumstances.

• A Director must administer the affairs of the credit union fairly and impartially without discrimination in 
favor of or against any particular member.

Director’s Duties
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NCUA 701.4 (FCUs)

• A Director must have at least a working familiarity with basic finance and accounting practices, 
including the ability to read and understand the credit union’s balance sheet and income statement and 
the ability to ask, as appropriate, substantive questions of management and auditors.

• A Director must direct the operations of the federal credit union in conformity with the Federal Credit 
Union Act, NCUA’s Rules and Regulations, other applicable laws, and sound business practices.

• A Director may rely on information prepared or presented by employees or consultants the Director 
reasonably believes to be reliable and competent and who merit confidence in the particular functions 
performed.

Director’s Duties
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State Chartered Credit Unions

• Keep in mind, there are sometimes state requirements in place for Credit Union Board 
members to also consider!  

• If you are a state-chartered credit union, do you know if your state has any specific 
requirements/duties for you?

Director’s Duties
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Duty of Care

• Common law brings three areas of legal responsibility of nonprofit board members.
• Expected level of competence of a board member – “care that an ordinarily product person would 

exercise in a like position and under similar circumstances.”
• Be informed (mission, values, initiatives)
• Attend meetings and functions
• Be familiar with the applicable laws/statutes
• Information flow to keep informed in a timely and accurate manner
• Make informed decisions – ask questions!

Common Law

7



Duty of Loyalty

• A board member must give undivided allegiance when making decisions affecting the credit union.
• Never use information learned for personal gains and must act in the best interests of the credit union.
• Putting aside personal and professional interests for the good of the credit union.

• Conflict of interest policy to immediate disclose even the appearance of a conflict.
• Abstaining from a vote and participating in discussion if necessary.

Common Law
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Duty of Obedience

• A board member must adhere to the bylaws, comply with state and federal laws, and be faithful to the 
credit union’s mission.  

• Not permitted to act in a way that is inconsistent with the central goals of the credit union.

Common Law
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Laws and Regulations
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Laws and 
Re g u la t io n s
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• Federal Laws
• Introduced as a bill.  Becomes a law in one of three ways:

• President signs the bill into law.
• President doesn’t sign within 10 days and doesn’t return it to the House or Senate with objections.
• Congress overrides the Presidential veto by a 2/3 majority vote.

• State Laws
• Similar to Federal process.

• Regulations
• Meant to clarify the laws that are passed.  
• Help to ensure that all financial institutions adhere to the same guidelines in the same ways.

Laws and Regulations
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Laws and Regulations
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• Consumer Financial Protection Bureau
• Equal Credit Opportunity Act / Regulation B
• Home Mortgage Disclosure Act / Regulation C
• Electronic Fund Transfers Act / Regulation E
• SAFE Act / Regulation G
• Privacy of Consumer Financial Information / Regulation P
• Fair Credit Reporting Act / Regulation V
• Real Estate Settlement Procedures Act / Regulation X
• Truth in Lending Act / Regulation Z 



Laws and Regulations
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• National Credit Union Administration 
• Part 707 / Truth in Savings
• Part 722 / Appraisals
• Part 740 / Accuracy of Advertising and Notice of Insured Status 
• Part 760 / Loans in Areas Having Special Flood Hazards 



Laws and Regulations
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• Federal Reserve Board
• Expedited Funds Availability Act / Regulation CC

• Other
• Bank Secrecy Act
• Fair Housing Act
• Servicemember’s Civil Relief Act
• Military Lending Act
• State Laws and Regulations 



• Bylaws – contract between the credit union and its members. Bylaws usually set forth the organizational 
structure of the credit union, membership requirements and business practices.

• Regulatory Opinion Letters – usually in response to a specific scenario posed by the credit union.  Offers 
a regulator opinion for interpretation of the law/regulation in question.  Examiners rely on these letters.

• CFPB Advisory Opinions – provides written guidance to regulated entities on how to understand their 
legal and regulatory obligations.

• Letters to Credit Unions – provides general guidance on an issue the agency deems important or 
clarifies certain issues.  Can be directed to “federally-insured” or “federal” credit unions.

• CFPB Circulars – policy statements that advise parties who enforce federal consumer financial law.

• Interagency Guidance – guidance issued collectively by multiple agencies (typically includes the NCUA) 
for managing risk across different areas over the financial institution.

Nonregulatory Guidance
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Laws and Regulations
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Laws and Regulations
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• It’s not just laws and regulations anymore!  We 
have interagency guidance, legal opinions, 
interpretations, etc.

• InfoSight has aggregated those applicable 
laws/regulations by operational area of the 
credit union.

• Board members need a safe location to 
research information!



NCUA Part 715

• All federally insured credit unions are required to obtain an annual supervisory committee audit which 
occurs once every calendar year (usually delegated and conducted by a state licensed independent 
auditor in accordance with Generally Accepted Accounting Standards (GAAS)).

• The supervisory committee is also responsible for the verification of accounts, this can also be 
delegated to a licensed auditor according to GAAS.
• Controlled verification – controlled verification of all members’ share and loan accounts.
• Statistical method – sampling method
• Non-statistical method – performed by an independent licensed auditor using method consistent 

with GAAS.

Audit and Member Verification
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NCUA – IRPS 87-1

• Prohibits employees, officers, directors, agents, and attorneys of financial institutions from seeking or 
accepting anything of value in connection with any transaction or business of their financial institution.

• Prohibits anyone from offering or giving anything of value to employees, officers, directors, agents, or 
attorneys of financial institutions in connection with any transaction or business of the financial 
institution.

• Guidelines encourage federally-insured credit unions to adopt internal codes of conduct or written 
policies to include provisions that explain general prohibitions of the bank bribery law.

• Also consider conflicts of interest and ethical considerations.
• Certain exceptions exist and should be outlined in policy, including the ability to accept meals, 

refreshments or entertainment of reasonable value and in the course of a meeting or other occasion the 
purpose of which is to hold bona fide business discussions (provided the expenses would be paid for by 
the credit union if not paid by the other party as a reasonable business expense).  A dollar amount may 
be established.

Bank Bribery Act
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NCUA Part 713

• The Board of Directors of each federally insured credit union must at least annually, review its fidelity 
and other insurance coverage to ensure adequacy in relation to risks and minimum requirements; and

• The Board of Directors must review all applications for purchase or renewal of fidelity bond coverage.
• The Board of Directors must pass a resolution approving the purchase or renewal of fidelity bond 

coverage and delegate one member of the board, not an employee, to sign the purchase or renewal 
agreement and all attachments.

• No board members may be a signatory on consecutive purchase or renewal agreements for the same 
fidelity bond coverage policy.

• Fidelity bond coverage includes fraud and dishonesty by all employees, Directors, officers, supervisory 
committee, and credit committee members.

• All credit unions are required to have insurance coverage in addition to the fidelity bond.
• Failure to maintain adequate bond and insurance coverage may result in cancellation of the credit 

union’s share insurance.

Bond and Insurance Coverage
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NCUA Part 748

• Every federally insured credit union is required to maintain a security program.  The program should:
• Protect the credit union from robberies, burglaries, larcenies, and embezzlement;
• Ensure the security and confidentiality of member records;
• Protect against unauthorized access to or use of member records;
• Assist in the identification of persons who commit or attempt such actions or crimes; and
• Prevent destruction of vital records.

• Also covers Bank Secrecy Act compliance and associated procedures.

Security Program
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Resources
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Resources
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Culture of 
Co m p lia n c e
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FinCEN Guidance

• On August 11, 2014 the Financial Crimes Enforcement Network issued Advisory FIN-2014-A007.  The 
guidance was provided due to shortcomings in compliance due to a lack of involvement from 
institutions’ senior management.  It pointed to the poor culture of compliance which existed in part 
due to a lack of leadership to improve and strengthen organizational compliance with Bank Secrecy 
Act (BSA) obligations. 

Culture of Compliance
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In other words….

• A lack of understanding about the importance of a solid and comprehensive BSA/AML program and an 
overall culture of compliance can result in enforcement actions against the Board, the Board members 
and the credit union – something no Board of Directors wants to see…

Where to begin?

Culture of Compliance
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Leadership Should Be Engaged

• FinCEN notes that a strong culture of compliance begins with leadership (e.g., Board of Directors, 
executive and senior management, and management.).

• Engaged leaders are those who are informed about, and trained on, compliance requirements and 
initiatives.

• Says FinCEN: “in addition to supporting a culture of compliance, an appropriate understanding of 
BSA/AML obligations and compliance will help an organization’s leadership make informed decisions 
with regard to the allocation of resources.”

Culture of Compliance
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FFIEC Consumer Compliance Rating System

• Organized into three categories:

• Board and management oversight 
• Senior level commitment to the credit union’s compliance management system (CMS)

• Compliance program
• Includes policies and procedures, training, monitoring, and consumer complaint response 

• Violations of law and consumer harm 
• Analysis of the root cause, severity, duration, and pervasiveness of observed compliance violations 

• A credit union’s consumer compliance rating will be incorporated into its CAMELS rating.

Culture of Compliance
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Consumer Financial Protection Bureau (CFPB)

• According to the CFPB an effective Compliance Management System (CMS) has four interdependent 
control components:

• Board and management oversight;
• Compliance program;
• Response to consumer complaints; and
• Compliance audit

• When all four control components are strong and well-coordinated, a credit union should be successful 
at managing its compliance responsibilities and risks.

Culture of Compliance
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National Credit Union Administration (NCUA)

• From the NCUA’s perspective, the following components are essential to a comprehensive CMS:

• Board of Directors and Senior Management Oversight
• Policies and Procedures
• Training
• Monitoring and Corrective Action
• Member Complaint Response
• Compliance Audit

• A credit union’s CMS should address all its compliance responsibilities.

Culture of Compliance
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National Credit Union Administration (NCUA)

• Assess the credit union’s level of compliance risk and effectiveness of the credit union’s CMS.

• Determine whether the board and management’s commitment to and oversight of compliance risk 
and CMS is appropriate for the size, complexity and risk profile of the credit union;

• Assess management’s ability to anticipate consumer protection challenges and emerging risks and, 
where necessary determine whether management responds appropriately and takes corrective action;

• Determine the effectiveness of the credit union’s policies, procedures, third party management, 
training programs, review and monitoring mechanisms (including audits and internal controls systems, 
and consumer complaint response process);

• When violations of law and/or consumer harm are identified, determine the root cause, severity, 
duration, and pervasiveness, and recommended corrective actions.

Culture of Compliance
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• Todd Harper’s opening remarks at NCUA’s Public Budget Briefing showcase NCUA priority to 
adopt consumer compliance exams and supervisory practices in line with other federal banking 
agencies.

• When creating FFIEC, congress wanted to increase the uniformity of examination and 
supervisory practices across regulators.  Other federal banking agencies have conducted 
separate consumer compliance exams and assigned a separate consumer compliance score 
outside of the CAMELS process, NCUA has not.  They want to change that, 2024 has 13 regional 
consumer compliance positions.

Culture of Compliance
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Board’s role in 
p o lic y  re v ie w  

p ro c e s s
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A definite course or method of action selected from among alternatives and in light of given conditions to 
guide and determine present and future decisions.  

www.merriam-webster.com/dictionary

What is a policy?
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• The Board interacts with employees through the credit union’s policies.

• The NCUA Examination Guide (Management Chapter) provides guidance to credit unions and instructs 
that “The Board adopts policies to direct the credit union’s activities.” 

• The Board may delegate management functions to Senior Management. The Board, however, must 
directly exercise its authority to hire, fire, determine duties, set compensation, and discipline Senior 
Management.  The Board must also ensure that appropriate policies are in place to guide Senior 
Management in the execution of their duties.

NCUA Guidance
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• The Board of Directors must approve all major policies; and
 

• The Board should review and update policies annually.  

NCUA Guidance
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• Policies direct the credit union’s activities.

Policies
• Provide broad, general Board of Director guidance.
• Direct decision-making.
• Integral part of a credit union’s strategy.

• The “what” or the “why.”
• Scrutinized and reviewed by the regulators.
• Operational Framework.
• Changes need Board approval.

Policy versus Procedure

38



• Procedures represent the methods by which the credit union implements the policies.

Procedures
• Step-by-step instructions to conduct daily credit union practices.
• Guide employee actions.
• The process that is followed to achieve strategic goals.

• The “how.”
• Process used to implement the policies.
• Provided in a “management” voice to assist employees in meeting operational requirements.

Policy versus Procedure
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Why is the distinction important?

• Mixing policies and procedures could be putting the Board at risk.
• Board members typically don’t have the level of operational background that Management does.  
• Including specific, procedural related information in policy for approval is potentially beyond the 

Board’s level of expertise.  
• The Board is then put in a difficult position to approve something without the proper expertise (as 

opposed to general guidelines on a topic).

• Examiners are looking at the credit union’s policies.  If there is procedural information within the 
policy, increased risk of potential non-compliance if the policy/procedure isn’t being followed.

Policy versus Procedure
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Example:

Cash Management Policy

• Policy – will specifically address cash limits for the teller drawers and vault, along with relevant controls.

• Procedures – will provide step-by-step instructions on how a teller will balance their cash drawer and 
what steps to take in the event that a cash shortage or overage exists.

Policy versus Procedure
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Why is there so much confusion?

• Not all regulations require a formal policy.  However, the Board is responsible for the operations of the 
credit union.  Without a policy, how is that accomplished?

• What does the NCUA consider a “major policy?”

Policy Management
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NCUA Letter 11-FCU-02 – Duties of Federal Credit Union Boards of Directors

• A director must direct the operations of the FCU in conformity with the Federal Credit Union Act, NCUA’s 
Rules and Regulations, other applicable laws, and sound business practices.

• A director may rely on information prepared or presented by employees or consultants the director 
reasonable believes to be reliable and competent and who merit confidence in the particular 
functions performed.

Policy Management
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• While most policies will probably require some type of amendment during the year, the credit union 
should still have a policy review schedule. 

• Spread out the reviews so a few policies are reviewed at each Board meeting.  Couple those policy 
reviews with relevant training.

•For example, review the BSA Policy after the Board has received BSA Training (preferably at the same 
meeting).

• Not sure what to look for or what should be included?
• Have Management bring the model policy from CU PolicyPro.
• Have Management provide the regulatory requirements that govern the policy.
• Have Management (Business Owner) provide a quick presentation on how the policy is used and 

what it means for the credit union.

Best Practices
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Don’t reinvent the wheel!  Look for sample policies, seek out experts, use your League resources!

Know what needs to go in the policy:
• Is there a regulation requiring the policy?
• Is there a Letter to Credit Unions or Examination Guidance outlining what the NCUA expects to see in 

the policy?
• Is there state guidance, requirements or laws?

As the Board of Directors, you set the tone.
• How would you communicate with the credit union on this topic?
• Is the policy in your voice?

Best Practices
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Resources

46



Resources
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Bringing it all 
t o g e t h e r !
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• Board members have a tough job!
• Stay educated and informed!  Regulations, requirements, expectations, are constantly 

changing!  Attending training sessions helps you stay in the know!
• It will be impossible to be the expert in everything!  You are responsible for the overall 

direction and control of the credit union, but more than likely will be delegating day-to-day 
operations to management.
• When you delegate, you put control and review parameters in place through policy limits 

and through audits (regulatory required audits and other audits as the Board sees fit).
• Understand your options, understand results and research!

• Educate yourself and understand the information that is included in your Board package every 
month!  If you don’t understand, research, and ask questions!  That is part of our “duty of 
care” responsibility under common law!

• Always act in the best interest of the credit union!  Personal interests should never come before 
the credit union!

Board Member Duties
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Resources
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Resources
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https://www.ccua.org/

https://www.ccua.org/


Resources
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https://culct.coop

https://culct.coop/


Resources – Required Audits
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https://culct.coop/strategic-
solutions/compliance-solutions



Resources - CMS

https://www.curiskintelligence.com/

https://www.curiskintelligence.com/


Resources – Business 
Continuity Planning

https://www.leagueinfosight.com/recoverypro

https://www.leagueinfosight.com/recoverypro


Resources – Third Party 
Vendor Management https://cuvm.org

https://cuvm.org/


Questions?
Glory LeDu
CEO of League InfoSight

CEO of CU Risk Intelligence
Glory.LeDu@LeagueInfoSight.com

mailto:Glory.LeDu@LeagueInfoSight.com
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