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Control Structure Over Financial
Reporting.
External auditing program. The
performance of procedures to test and
evaluate high risk areas of a institution’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 statement audit by an
independent public accountant. See
Audit.
Financial statements. The statements
of financial position (balance sheet),
income, cash flows, and changes in
equity together with related notes.
Independent public accountant. An
accountant who is independent of the
institution and registered or licensed to
practice, and holds himself or herself
out, as a public accountant, and who is
in good standing under the laws of the
state or other political subdivision of the
United States in which the home office
of the institution is located. The
independent public accountant should
comply with the American Institute of
Certified Public Accountants’ (AICPA)
Code of Professional Conduct and any
related guidance adopted by the
Independence Standards Board and the
agencies. No certified public accountant
or public accountant will be recognized
as independent who is not independent
both in fact and in appearance.
Internal auditing. An independent
assessment function established within
an institution to examine and evaluate
its system of internal control and the
efficiency with which the various units
of the institution are carrying out their
assigned tasks. The objective of internal
auditing is to assist the management and
directors of the institution in the
effective discharge of their
responsibilities. To this end, internal
auditing furnishes management with
analyses, evaluations,
recommendations, counsel, and
information concerning the activities
reviewed.
Outside directors. Members of an
institution’s board of directors who are
not officers, employees, or principal
stockholders of the institution, its
subsidiaries, or its affiliates, and who do
not have any material business dealings
with the institution, its subsidiaries, or
its affiliates.
Regulatory reports. These reports are
the Reports of Condition and Income
(Call Reports) for banks, Thrift Financial
Reports (TFRs) for savings associations,
Federal Reserve (FR) Y reports for bank
holding companies, and the H–(b)11
Annual Report for thrift holding
companies.

Reporting by an independent public
accountant on an institution’s internal
control structure over financial
reporting. Under this engagement,
management evaluates and documents
its review of the effectiveness of the
institution’s internal control over
financial reporting in the identified risk
areas as of a specific report date.
Management prepares a written
assertion, which specifies the criteria on
which management based its evaluation
about the effectiveness of the
institution’s internal control over
financial reporting in the identified risk
areas and states management’s opinion
on the effectiveness of internal control
over this specified financial reporting.
The independent public accountant is
engaged to perform tests on the internal
control over the specified financial
reporting in order to attest to
management’s assertion. If the
accountant concurs with management’s
assertion, even if the assertion discloses
one or more instances of material
internal control weakness, the
accountant would provide a report
attesting to management’s assertion.
Risk areas. Those particular activities
of an institution that expose it to greater
potential losses if problems exist and go
undetected. The areas with the highest
financial reporting risk in most
institutions generally are their lending
and investment securities activities.
Specified procedures. Procedures
agreed-upon by the institution and the
auditor to test its activities in certain
areas. The auditor reports findings and
test results, but does not express an
opinion on controls or balances. If
performed by an independent public
accountant, these procedures should be
performed under generally accepted
standards for attestation engagements
(GASAE).
Dated: September 22, 1999.
Keith J. Todd,
Executive Secretary, Federal Financial
Institutions Examination Council.
[FR Doc. 99–25103 Filed 9–27–99; 8:45 am]
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FEDERAL RESERVE SYSTEM
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
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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. The application also will 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
(12 U.S.C. 1843). Unless otherwise
noted, nonbanking activities will be
conducted throughout the United States.
Unless otherwise noted, comments
regarding each of these applications
must be received at the Reserve Bank
indicated or the offices of the Board of
Governors not later than October 22,
1999.
A. Federal Reserve Bank of St. Louis
(Randall C. Sumner, Vice President) 411
Locust Street, St. Louis, Missouri 631022034:
1. Area Bancshares Corporation,
Owensboro, Kentucky; to acquire 100
percent of the voting shares of Dees
Bank of Hazel, Hazel, Kentucky, Bank of
Livingston County, Tiline, Kentucky;
Peoples Bank of Murray, Kentucky,
Murray, Kentucky; and Lyon Bancorp,
Inc., Eddyville, Kentucky, and its
subsidiary bank, The Bank of Lyon
County, Tiline, Kentucky.
B. Federal Reserve Bank of San
Francisco (Maria Villanueva, Manager
of Analytical Support, Consumer
Regulation Group) 101 Market Street,
San Francisco, California 94105-1579:
1. InterBancorp, Inc., Duvall,
Washington; to become a bank holding
company by acquiring 100 percent of
the voting shares of Inter Bank, Duvall,
Washington.
Board of Governors of the Federal Reserve
System, September 22, 1999.
Robert deV. Frierson,
Associate Secretary of the Board.
[FR Doc. 99–25102 Filed 9–27–99; 8:45 am]
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