
 

CODE OF FEDERAL REGULATIONS 

Title 12—BANKS AND BANKING 

PART 701—ORGANIZATION AND OPERATION OF FEDERAL CREDIT UNIONS 

§701.4  General authorities and duties of Federal credit union directors. 

(a) General direction and control of a Federal credit union. The board of directors is 
responsible for the general direction and control of the affairs of each Federal credit 
union. While a Federal credit union board of directors may delegate the execution of 
operational functions to Federal credit union personnel, the ultimate responsibility of 
each Federal credit union's board of directors for that Federal credit union's direction 
and control is non-delegable. 

(b) Duties of Federal credit union directors. Each Federal credit union director has the 
duty to: 

(1) Carry out his or her duties as a director in good faith, in a manner such director 
reasonably believes to be in the best interests of the membership of the Federal credit 
union as a whole, and with the care, including reasonable inquiry, as an ordinarily 
prudent person in a like position would use under similar circumstances; 

(2) Administer the affairs of the Federal credit union fairly and impartially and without 
discrimination in favor of or against any particular member; 

(3) At the time of election or appointment, or within a reasonable time thereafter, not to 
exceed six months, have at least a working familiarity with basic finance and accounting 
practices, including the ability to read and understand the Federal credit union's balance 
sheet and income statement and to ask, as appropriate, substantive questions of 
management and the internal and external auditors; and 

(4) Direct management's operations of the Federal credit union in conformity with the 
requirements set forth in the Federal Credit Union Act, this chapter, other applicable 
law, and sound business practices. 

(c) Authority regarding staff and outside consultants. (1) In carrying out its duties and 
responsibilities, each Federal credit union's board of directors and all its committees 
have authority to retain staff and outside counsel, independent accountants, financial 
advisors, and other outside consultants at the expense of the Federal credit union. 

(2) Federal credit union staff providing services to the board of directors or any 
committee of the board under paragraph (c)(1) of this section may be required by the 
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board of directors or such committee to report directly to the board or such committee, 
as appropriate. 

(3) In discharging board or committee duties a director who does not have knowledge 
that makes reliance unwarranted is entitled to rely on information, opinions, reports or 
statements, including financial statements and other financial data, prepared or 
presented by any of the persons specified in paragraph (d). 

(d) Reliance. A director may rely on: 

(1) One or more officers or employees of the Federal credit union who the director 
reasonably believes to be reliable and competent in the functions performed or the 
information, opinions, reports or statements provided; 

(2) Legal counsel, independent public accountants, or other persons retained by the 
Federal credit union as to matters involving skills or expertise the director reasonably 
believes are matters: 

(i) Within the particular person's professional or expert competence, and 

(ii) As to which the particular person merits confidence; and 

(3) A committee of the board of directors of which the director is not a member if the 
director reasonably believes the committee merits confidence. 

 


