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Perf. By    Comments


OBJECTIVE

To determine whether the Bank’s controls over kiting are adequate to ensure regulatory compliance and safeguard assets.

SCOPE

Kiting will be audited based on the frequency determined by the risk assessment (currently at 12 months) and will encompass activity since the last internal review.

AUDIT PROCEDURE 
Perf. By
W/P Ref.
A. KITING 

	1. Review written Bank policies and procedures for kiting/payment against uncollected funds.
	
	

	2. Determine which regulations apply to the Bank’s policies for mitigating this risk and test accordingly for compliance.  Possibles are Bank Secrecy Act, Reg CC, Know Your Customer
	
	

	3. Obtain and review the check-kiting report, if available, which shows accounts with activity indicating the drawing upon uncollected funds. (The recurring presence on the report by an accountholder could indicate a kiting situation.)

· Does the report identify insiders and major borrowers?

· Is the person responsible for reviewing the report independent of the preparation of the report?

· Is the person reviewing the report denied access to teller operations?

· How often does the Bank review check-kiting reports?
	
	

	4. Determine what is done with the information on the check-kiting report.
	
	

	5. Review the most recent kiting reports and determine whether there is any suspicious activity that is not being followed-up with.
	
	

	6. Determine whether Bank personnel are trained to identify potential check kiting, and whether appropriate Suspicious Activity Reports have been completed when necessary.
	
	

	7. Inquire whether the Bank has incurred any losses related to kiting and what procedural changes were implemented, if needed.
	
	


B.  EVALUATION AND CONCLUSION
After completion of the audit steps, summarize your overall conclusions on this phase of the audit.

CONCLUSION
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