TREASURY DEPARTMENT

NOSTRO RECONCILIATION

By obtaining schedules on  for the last 3 months, ensure that:

The Division carries out monthly reconciliation of all Nostro Accounts not later than the 7th day of the following month.

Confirm that the Schedules have been approved by an officer and manager.

A monthly checklist  is being prepared by reconciliation clerk to assist in ensuring that reconciliation of all accounts is being carried out on a timely basis.

Items outstanding for more than 7 days have been promptly followed up and queried at least once in a month and annotate on the schedules.

For draft more than 6 months old these have been credited to “Unclaimed FDD” account.

FOREIGN EXCHANGE ACOUNT PROCEDURES

CUSTOMES FOREIGN CURRENCY ACCOUNTS

Ensure that daily position sheet for each currency is prepared on a daily basis by 8.30am reflecting the individual deposits in that particular currency by name, amount and interest rate payable where appropriate.  Customer Deposits are a liability on the part of the Bank.

Select a sample of Customer Foreign currency Accounts maintained at Operations Division and ensure that:-

a. Deposits are maintained in separate accounts denomination wise

b. For any receipts via our Nostro Accounts, the following entries are passed:

Dr

Nostro Account

Cr

Bank’s Customer deposit Account

Dr

Bank’s Customer Deposit Account in our books

Cr

Customer’s Foreign Currency A/C in our books

c. Telex is sent to our overseas correspondent when the above is done and recovery is made from the customer

d. For any receipts via Bank’s Customer Deposit account, the following entries are passed:

Dr

Bank’s Customer Deposit Account

Cr

Customer Foreign Currency Account in our books

e. Deposit receipt is issued to the customer

f. For payments (withdrawals) check that the Deposit Receipt is recovered and cancelled

g. Rate of exchange is agreed and foreign Currency Purchase Contract issued to customer

h. Tested telex is sent to overseas correspondent bank instructing them to debit Bank’s Customer Deposit account and credit Bank’s Nostro Account and telex charges recovered from the customer

i. The following entries are made in our books

Dr

Customer’s foreign Currency account

Cr

Bank’s Customer Deposit Account

Dr

Bank’s Customer Deposit Account

Cr

Nostro Account with overseas correspondent

CASH COVER ACCOUNTS (FOREX DEPOSITED WIT OVERSEAS CORRESPONDENTS AS SECURITY FOR CONFIRMATION OF LETTERS OF CREDIT ISSUED BY US)

Enquire whether there are deposits of cash covers in USD with correspondent banks and ensure that these were made with the specific authority of the Chief Executive.

Ensure that where a transaction is approved, the following is done:

Cover from bank’s working capital

a.
telex is issued to correspondent instructing them to:


Dr
Nostro Account


Cr
Bank’s Cash Cover Account

b.
the following entries are made in our books;


Dr
Bank’s Cash Cover Account


Cr
Nostro Account

Purchase of foreign currency in the interbank market to lay down cover:

a. Check that the local bank has been instructed to credit our account with Midland Bank Plc

b. The following entries are made in our books:

Dr

Cash Cover Account

Cr

L/C Cash Cover Account

On confirmation of L/C by Midland, ensure that

a. They have debited the amount to our account and held the fund in an account in their books

b. The following entries are passed in our books:

Dr

L/C no.  ………………. Cash cover

Cr

Midland Bank Cash Cover Account


c. The above entries are reversed on release of cover held

Ensure that the working balance on deposit with correspondent  banks are not dealt with in any manner without the prior approval of the Chief Executive.

Check that the above balance is reflected in our books in an account styled in the name of the correspondent bank.

Advances against Customer’s foreign Currency Accounts:

Ensure that daily position statements are produced each morning in each currency showing customer’s name, amount held, deposit receipt number and maturity.

Ensure that Customer Foreign Currency Accounts are only used to finance cash advance accounts for no other purpose.

RENTION ACCOUNTS (FOREIGN CURRENCY ACCOUNTS)

FOREIGN CURRENCY ACCOUNTS

Select a sample of foreign currency accounts maintained at International Division and ensure that:

a. A customer mandate file is maintained for each customer

b. Customer has completed account Opening Forms

c. An account number is allocated

d. Instructions regarding conduct of the account given by telex, fax or telephone reduced to written form of a facility letter and an indemnity taken by the bank from the customer and held in the customer file/mandate.

e. A letter confirming receipt of instructions on telephone is sent to the customer in duplicate and copy returned duly signed by the customer

f. Signatures on letters of instructions are verified and signature verified stamp impressed

g. Ensure that mail confirmation has been received for all telex instructions

h. For all fax instruction, ensure signature verification and mail confirmation

i. Accounts are not overdrawn at any one time.

Ensure appropriate deposit receipts  are issued for all deposits on an interest bearing basis.

Ensure that term deposits are not retired prior to maturity.

TREASURY OPERATIONS

Ensure that both Forex and Treasury dealers are located in a secure area within International Division.

Check that the reuters service is located in the enclosed area and that use of the equipment is restricted purely to the Dealers

Select a sample of placements of funds other banks and financial institutions and ensure that:

Ensure that a review is done annually on the prescribed Application for dealing Limits form

Check that Treasury department advise the Financial Controller and Chief Executive by 12.00noon each day of the bank’s daily position.

Ensure that the department submits the returns  to reach the Chief Executive by 1400 hours each day

Ensure that the department submits the returns prescribed at the last business day of each month to Financial Controller

Check that intelligence activities are centralised and that Branch Managers are closely involved in reporting to Treasury Department, on all aspects arising in their catchment areas

Check and ensure that TD is ensuring that balances in KES terms held by the branches do not exceed the maximum operating limits.

TREASURY PLACEMENTS

Check that TD maintains schedules of banks for whom limits are currently approved, those whom no current limits are held and those whom dealings are suspended

Ensure that any reviews are approved by the Executive Committee

Check that when placing funds overnight with other banks, Treasury dealers issue dealer form to the receiving bank by 1.00pm

This For is countersigned by the Manager Treasury division

Check that all entries to CBK accounts are authorised by the Manager

Sample select placements with other banks and institutions and ensure that:

a. Placements are within approved limits

b. Placements in excess of 10% of the approved limits are authorised by the  CEO

c. Placements in excess of the above limits are authorised by the chief Executive

d. Excess memorandum in connection with the above is maintained

e. Where these are with institutions on the refer schedule, prior approval of the Chief Executive is obtained

f. There are not placements with institutions on the suspended schedule

g. Deal confirmations advices are issued

Ensure that any new banks are placed in the first instance on the refer list 

Check that Treasury department maintain the following records:

a. Current schedules of banks and NBFI’s

b. Individual Bank/NBFI files containing the latest and 2 precious annual reviews plus balance sheets and accounts

c. A diary system for periodic and annual reviews

d. Applications for new or renewal limits with comments/recommendations of the Treasury Committee

e. A file containing the minutes of Treasury Committee meeting for the last 12 months.

LIQUIDITY RETURNS

Check that liquidity returns are prepared on the 10th, 20th and 30th day of each month.

