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recommending adoption of these
programs to the full board. Both the
internal auditor and the external auditor
should have unrestricted access to the
audit committee without the need for
any prior management knowledge or
approval. Other duties of the audit
committee should include reviewing the
independence of the external auditor
annually, being consulted by
management when it seeks a second
opinion on an accounting issue,
overseeing the quarterly regulatory
reporting process, and reporting its
findings periodically to the full board of
directors.

Directors’ Examination. A review by
an independent third party that has
been authorized by the bank’s board of
directors and is performed in
accordance with the board’s analysis of
potential risk areas. Certain procedures
may also be required as a result of state
law. A directors’ examination consisting
solely of such procedures as cash counts
and confirmations of loans and deposits
would not normally be considered a
well-planned directors’ examination.
(Sometimes directors’ examinations are
similar to so-called ‘“‘engagement
audits” or “‘operational audits.”
Nevertheless, no widely accepted
national standards exist for the specific
procedures that must be performed in
directors’ examinations or these
“audits.”)

External Auditing Program. The
performance of procedures to test and
evaluate high risk areas of a bank’s
business by an independent auditor,
who may or may not be a public
accountant, sufficient for the auditor to
be able to express an opinion on the
financial statements or to report on the
results of the procedures performed.

Financial Statements. The statements
of financial position, income, cash
flows, and changes in shareholders
equity together with related notes.

Independent. No certified public
accountant, public accountant, or other
auditor will be recognized as
independent who is not in fact
independent. (Reference is made to
§335.604 of the FDIC rules and
regulations for the complete definition
of the term “independent.”)

Outside Directors. Members of a
bank’s board of directors who are not
officers, employees, or principal
stockholders of the bank, its
subsidiaries, or its affiliates, and do not
have any material business dealings
with the bank, its subsidiaries, or its
affiliates.

Public Accountant. A certified public
accountant or licensed public
accountant who is duly registered and
in good standing as such under the laws

of the place of his/her residence or
principal office, who is licensed by the
accounting regulatory authority of his/
her state, and who possesses a permit to
practice public accountancy.

Report on the Balance Sheet. An
examination of the balance sheet,
accounting records, and other
supporting evidence performed by an
independent certified or licensed public
accountant in accordance with generally
accepted auditing standards.

Risk Areas. The risk areas are those
particular activities of a specific bank
that expose the bank to potential losses
if problems were to exist and go
undetected. The highest risk areas in
banks generally include, but are not
necessarily limited to, the valuation of
collectibility of loans (including the
reasonableness of the allowance for loan
losses), investments, and repossessed
and foreclosed collateral; internal
controls; and insider transactions.

By order of the Board of Directors.

Dated at Washington, D.C. this 17th day of
June, 1996.

Federal Deposit Insurance Corporation.
Robert E. Feldman,

Deputy Executive Secretary.

[FR Doc. 96-16047 Filed 6—21-96; 8:45 am]
BILLING CODE 6714-01-P

FEDERAL RESERVE SYSTEM

Change in Bank Control Notices;
Acquisitions of Shares of Banks or
Bank Holding Companies

The notificants listed below have
applied under the Change in Bank
Control Act (12 U.S.C. 1817(j)) and §
225.41 of the Board’s Regulation Y (12
CFR 225.41) to acquire a bank or bank
holding company. The factors that are
considered in acting on the notices are
set forth in paragraph 7 of the Act (12
U.S.C. 1817(j)(7)).

The notices are available for
immediate inspection at the Federal
Reserve Bank indicated. Once the
notices have been accepted for
processing, they will also be available
for inspection at the offices of the Board
of Governors. Interested persons may
express their views in writing to the
Reserve Bank indicated for that notice
or to the offices of the Board of
Governors. Comments must be received
not later than July 8, 1996.

A. Federal Reserve Bank of Atlanta
(Zane R. Kelley, Vice President) 104
Marietta Street, N.W., Atlanta, Georgia
30303:

1. Shari K. Jones, Rainsville, Alabama;
to retain a total of 38.79 percent, and
James T. Jones, Jr., Rainsville, Alabama,

to retain a total of .34 percent, of the
voting shares of First State Bancshares
of DeKalb County, Inc., Fort Payne,
Alabama, and thereby indirectly acquire
First State Bank of DeKalb County, Fort
Payne, Alabama.

Board of Governors of the Federal Reserve
System, June 18, 1996.
Jennifer J. Johnson,
Deputy Secretary of the Board.
[FR Doc. 96-15976 Filed 6—-21-96; 8:45 am]
BILLING CODE 6210-01-F

Formations of, Acquisitions by, and
Mergers of Bank Holding Companies

The companies listed in this notice
have applied to the Board for approval,
pursuant to the Bank Holding Company
Act of 1956 (12 U.S.C. 1841 et seq.)
(BHC Act), Regulation Y (12 CFR part
225), and all other applicable statutes
and regulations to become a bank
holding company and/or to acquire the
assets or the ownership of, control of, or
the power to vote shares of a bank or
bank holding company and all of the
banks and nonbanking companies
owned by the bank holding company,
including the companies listed below.

The applications listed below, as well
as other related filings required by the
Board, are available for immediate
inspection at the Federal Reserve Bank
indicated. Once the application has
been accepted for processing, it will also
be available for inspection at the offices
of the Board of Governors. Interested
persons may express their views in
writing on the standards enumerated in
the BHC Act (12 U.S.C. 1842(c)). If the
proposal also involves the acquisition of
a nonbanking company, the review also
includes whether the acquisition of the
nonbanking company complies with the
standards in section 4 of the BHC Act,
including whether the acquisition of the
nonbanking company can ‘‘reasonably
be expected to produce benefits to the
public, such as greater convenience,
increased competition, or gains in
efficiency, that outweigh possible
adverse effects, such as undue
concentration of resources, decreased or
unfair competition, conflicts of
interests, or unsound banking practices”
(12 U.s.C. 1843). Any request for
a hearing must be accompanied by a
statement of the reasons a written
presentation would not suffice in lieu of
a hearing, identifying specifically any
questions of fact that are in dispute,
summarizing the evidence that would
be presented at a hearing, and indicating
how the party commenting would be
aggrieved by approval of the proposal.
Unless otherwise noted, nonbanking
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