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whether the institution is a Tier 1, Tier 2, or Tier compliance with the Designated Laws.
3 savings association and management's
computations of its capital ratio after 2. Internal Auditor's Workpapers.
declarations of dividends under the Tier
determined by the OTS. For dividends declared, a. Information. If an internal auditor performed the
obtain copies of the savings association's procedures in Section I, obtain the internal
notifications to the OTS to ascertain whether auditor's workpapers documenting the
notifications were made at least 30 days before performance of those procedures on the
payment of any dividends. institution and the chief internal auditor's

b. Procedures. Recalculate management's
computations (for mathematical accuracy) and (1) The internal auditor or audit staff, if
trace amounts used by management in its applicable, performed the procedures listed
calculations to the institution's TFRs. in section I on the institution;

Section II  Procedures for Independent Public (2) The internal auditor tested a sufficient
Accountant number of transactions governed by the

If the internal auditor has performed the procedures representative of the institution's volume of
set forth in section I for either or both Designated transactions;
Laws, the following procedures may be performed by
the independent public accountant if neither the FDIC
nor the appropriate federal banking agency has
objected in writing. The report of procedures
performed and list of exceptions found by the internal
auditor, identifying the institution with respect to
which any exception was found, should be submitted
to the audit committee of the board of directors.
Management should file a summary of the internal
auditor's findings and management's response to
those findings with the FDIC and the appropriate
federal banking agency at the same time as the
independent public accountant's attestation report is
filed.9

A. Review of Section I Procedures. Read the
portion(s) of Section I of this schedule that set
forth the procedures performed by the internal
auditors.

B. Information and Procedures. Perform the
following procedures:

1. Designated Laws. Read the Designated Laws
referred to in Section I of this schedule for the
agreed-upon procedures performed by the
internal auditor. Obtain management's
assessment contained in its management report
on the institution's or holding company's

representation that:

Designated Laws so that the testing was

(3) The workpapers accurately reflect the work
performed by the internal auditor and, if
applicable, the internal audit staff;

(4) The workpapers obtained are complete; and

(5) The internal auditor's report, which
describes the procedures performed for the
fiscal year as well as the internal auditor's
findings and exceptions noted, has been
presented to the institution's audit
committee.

b. Procedures.

(1) Compare the workpapers to the procedures
that are required to be performed under
section I. Report as an exception any
procedures not documented and any
procedures for which the sample size is not
sufficient.

(2) Compare the exceptions and errors listed by
the internal auditor in its report to the audit
committee to those found in the workpapers,
and report as an exception any exception or
error found in the internal auditor's
workpapers and not listed in the internal
auditor's list of exceptions.

3. Testing.

a. The independent public accountant should

 Since this summary provides information similar to that provided in
9

the independent public accountant's report, the FDIC has determined that the summary
is exempt from public disclosure consistent with the guidance in Guideline 18 in
Appendix A to this Part 363.
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perform the procedures listed in Section I on total assets (after deductions of intercompany
representative samples of the insiders and/or amounts that would be eliminated in
transactions of the institution to which the consolidation) in excess of 25 percent of the
Designated Law applies. If the institution's holding company's total assets every fiscal year.
internal auditor performs the procedures in Samples should be tested for each smaller
Section I, the samples tested by the independent covered subsidiary at least every other fiscal year
public accountant should be at least 25 percent unless the holding company has more than eight
of the size of the samples tested by the internal covered subsidiaries, in which case the samples
auditor although samples selected by the to be tested for each Designated Law should be
accountant should be from the population at drawn from each smaller covered subsidiary at
large. However, if there are so few transactions least every third fiscal year.
in any area that the internal auditor cannot use
sampling, but must test all transactions, the 4. Reports Concerning Holding Companies. Only
independent public accountant should also test one report of any exceptions noted from
all transactions. application of the procedures in section II

b. If testing under this Schedule A to Appendix A should be filed as required by guideline 3 in
is being performed on a holding company with Appendix A to this Part 363, but the report
more than one subsidiary institution that is should identify, for each exception or error
subject to this Part 363, the samples tested noted, the identity of the covered subsidiary to
should include a combination of insiders and which it relates.
transactions from each covered subsidiary with

performed by the independent public accountant
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Tables to Schedule A to Appendix A 
Table 1

 

For engagements involving management assertions about 
compliance by: 

    State
Loans to insiders National        State mem- nonmember Savings

Banks         ber  banks     banks associations

Read the following parts and/or sections of Title 12 of the United States Code: 

375a Loans to Executive Officers of Subsections (g)
    And (h) only

375b Prohibitions Respecting Loans and Extensions of Credit
to Executive Officers and Directors of Banks, Political 
Campaign, Committees, etc

1468(b) Extensions of Credit to Executive Officers, Directors, and
Principal Shareholders 

1828(j)(2)   Provisions Relating to Loans, Extensions of Credit, and
Other Dealings Between Member Banks and
Their Affiliates, Executive Officers, Directors, etc

1828(j)(3)(B) Extensions of Credit Applicability of Provisions  Applies only  Applies only
Relating to Loans, Extensions of Credit and Other         to insured     to

insured
Dealings Between Insured Branches of Foreign     federal     state branches
Banks and Their Insiders     branches of     of foreign

    foreign banks     banks

Read the following parts and/or sections of Title 12 of the Code of Federal Regulations: 

23.5 Application of Legal Lending Limits; Restrictions on      
Transactions With Affiliates 

31 Extensions of Credit to National Bank Insiders      

215 Subpart A  Loans by Member Banks to their Executive      (See 12 CFR     (See 12
CFR

Officers, Directors, and Principal Shareholders Parts 337.3
   parts

and 349.3)    563.43)

Subpart B  Reports of Indebtedness of Executive          
Officers and Principal Shareholders of Insured 
Nonmember Banks

337.3 Limits on Extensions of Credit to Executive Officers,
Directors, and Principal Shareholders of Insured Nonmember
Banks

349.3 Reports by Executive Officers and Principal Shareholders

563.43 Loans by Savings Associations to Their Executive Officers,
Directors, and Principal Shareholders 
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Table 2

 For engagements involving management assertions about
 compliance by:

      State
Dividend restrictions National State mem- nonmember   Savings   

    banks  ber banks     banks associations

Read the following parts and/or sections  of Title 12 of the United States Code:

56 Prohibition of Withdrawal of  Capital an
Unearned Dividends      

60 Dividends and Surplus Funds      

1467a(f) Declaration of Dividends

1831o Prompt Corrective Action-- Dividend Restrictions      

Read the following parts and/or sections of Title 12 of the Code of Federal Regulations:

5.61 Payment of dividends; capital limitation      

5.62 Payment of dividends; earnings limitation      

6.6 Prompt Corrective Action- Dividend Restrictions      

7.6120 Dividends Payable in Property Other Than Cash                                        

208.19 Payments of Dividends

208.35 Prompt Corrective Action

325.105 Prompt Corrective Action

563.134 Capital Distributions

565 Prompt Corrective Action
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TABLE 24.1         LAW AND REGULATION REFERENCES

Law/Regulation Cite Reference Responsible
Agency

12 USC 363 FDIC Improvement Act FDIC 1

12 USC 371c; Section 23-A Transactions with Affiliates FRB, OCC
Federal Reserve Act, Section 23-A  

12 USC 371c-1; Section 23-B Restrictions on Transactions with Affiliates FRB, OCC
Federal Reserve Act, Section 23-B   

12 USC 375 Purchases from Directors and Sales to Directors

12 USC 1811 et seq Financial Institution Examination Reform,1

Recovery, and Enforcement  Act of 1989

12 USC 1820(d) Examination Frequency

12 USC 1861 - 1867 Bank Service Corporation Act 1

12 USC 1972 Tying Arrangement for Correspondent Accounts

15 USC 78(m)(b) Foreign Corrupt Practices Act

15 USC 271, 272, 278g-3 Computer Security Act of 1987
40 USC 758,759

18 USC 1030 Computer Fraud and Abuse Act of 1986

18 USC 1367, 2232, 2510 et seq, Electronic Communications Privacy Act of 1986
2701 et seq, 3117, 3121

18 USC 2510 et seq Wire Interception and Interception of Oral
Communications Act of 1968

31 USC 5314 Foreign Financial Agency Recordkeeping
(Reports of Currency and Foreign Transactions)

12 CFR 7.1019 Electronic Products and Services OCC

12 CFR 210 Collection of Checks and other Items by Federal FRB
Reserve Banks and Funds Transfer Through
Fedwire
Federal Reserve - Regulation J

12 CFR 225.22 Bank Holding Company Act FRB 1

31 CFR 103.33 Bank Secrecy Act  - Financial Recordkeeping FINCEN
(Reports of Currency and Foreign Transactions)

 2

   These  law cites are detailed more fully in Laws and Regulations (Chapter 24) of the Handbook.1

  Financial Crimes Enforcement Network  2


