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I.  OBJECTIVES
1. To determine if policies, practices, procedures, and internal controls regarding Due From Banks are adequate; that officers and employees are operating in conformance with the established guidelines.

2. To determine that all "due from" accounts are rea​sonably stated and represent funds on deposit with other banks; that transactions are properly authorized and completed on a timely basis.

3. To assure timely reconciliation of the due from bank accounts. 

4. To assure compliance with charge-off policies for aged reconciling items; that proper research and clearance is performed.


II.  PLANNING
1. Complete Section I of the Audit Planning and Review Guide.


III.  PRELIMINARY REVIEW
1. Request appropriate person(s) to complete, sign, and return, the Internal Control Questionnaire.

2. Obtain and review policies and procedures relating to "Due From/Due To Bank" accounts and review for adequacy, potential control, and/or operational weaknesses.

3. Supplement review of policy and procedures with control reviews interviews with appropriate person​nel and document/update the PF on the following:

· Entry-making responsibility;

· Reconcilement procedures and frequency;

· Research process and charge-off time frames for stale reconciling items.

4. Verify the bank has adopted written policies and procedures to prevent 
excessive exposure to any individual correspondent bank in accordance with Regulation F - Interbank Liabilities.  (Note:  Read Regulation F prior to starting this review.) 

· Determine that policy establishes internal lim​its on exposure to correspondents based on fin​ancial condition and size, form, and maturity of the exposure;

· The bank verifies/documents, at least quarterly, that correspondent's capital levels are adequate as required by Regulation F; 

5. Based upon review of the ICQ and this preliminary review, conclude on the adequacy, effectiveness, and efficiency of the control systems over Due From/To bank operations and functions.

6. Document any significant weaknesses in the Gener​al Binder, Section GB-6, Possible Report Com​ments.  Also, identify audit priorities and consider​ the need to adjust procedures.


IV.  AUDIT STEPS
Balancing
1. Obtain Daily Balance Sheet, copies of correspon​dent bank statements, and reconcilements for all Due From Bank accounts, as of our audit date; 

· Foot reconcilements and verify mathematical accuracy;

· Trace bank balances from reconcilement to bank statement;

· Trace G/L totals from the reconcilement to the Trial Balance;

· Trace all reconciling items to clearance and investigate any old and unusual items (Obtain and use copies of subsequent bank state​ments);

· For aged reconciling items, if any, obtain explanations for items that have been open an unreasonable length of time, i.e., over 2 months, and evaluate follow-up action taken to resolve open items for adequacy;

· Document reconciling items that are excep​tions to charge-off policies and obtain management's reason for waiver. 

Confirmations
2. Just prior to audit date, contact Controller Department and request that 
statements for Due To Bank accounts be held for our attention.  Prepare positive confirmation requests and enclose with the statements. 

3. Also, just prior to audit date, prepare and send Confirmation requests to 
Due From correspondent banks requesting cut-off statements and/or balance to our credit, as of our audit date;

· Check replies to confirmation requests. Inves​tigate and clear any exceptions;

· Send second request to banks who have not re​plied to initial requests.

Other
4. Obtain copies of the bank's reports of its Feder​al Reserve requirements, 
for the 4 week period prior to audit date, and verify that reports are accurate and complete.

5. Review items and supporting documentation making up The Treasury Tax and Loan account for propri​ety and timely clearance.

