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The following worksheet is designed to help examiners determine whether the bank’s external auditor meets AICPA, PCAOB, or SEC independence requirements. This worksheet is a summary and not intended to be a complete listing of external auditor independence requirements. Where a rule set by one independence standard is more or less restrictive than the corresponding rule in the other independence standards, the IPA must comply with the most restrictive rule.[footnoteRef:1] Examiners should consult specific requirements and interpretations that might apply to an individual bank.  [1:  12 CFR 363.3(f) indicates that auditors of banks covered by 12 CFR 363 must comply with independence standards and interpretations of the AICPA, PCAOB, and SEC, following the most stringent standard in any corresponding rules. (Footnote added version 1.1)] 


This worksheet is not applicable when IPAs perform outsourced internal audit activities for the bank but do not perform external audit or attestation services for the bank. Use of this worksheet is not mandatory.

Note: Shaded answer blocks indicate situations that do or may impair the external auditor’s independence.

	Worksheet: External Auditor Independence

	
	Yes
	No
	Comments

	IPA PERFORMS EXTERNAL AUDIT

	1. During the period of engagement, did the IPA
a. have or commit to acquire any direct or material indirect financial interest in the bank?
b. act as trustee of any trust or executor or administrator of any estate that has or committed to acquire any direct or material indirect financial interest in the bank?
c. have a joint closely held investment material to the IPA?
	
	
	Explain any yes answers.

	2. During the period of engagement, did the IPA have any loan to or from the bank, any officer or director of the bank, or any individual owning 10 percent or more of the bank’s equity securities other than the following:
a. Grandfathered loans
i. existing as of January 1, 1992?
ii. obtained before engagement by the bank?
iii. obtained from the bank for which independence was not required and subsequently sold to the bank?
iv. obtained from the bank before becoming a member of the firm?
b. Automobile loans and leases?
c. Loans fully collateralized by cash surrender value of insurance policy?
d. Loans fully collateralized by cash deposits at the bank?
e. Aggregate credit card or cash advance debt of $5,000 or less?
	
	
	If yes, explain.

	3. During the period of engagement, did any partner or professional employee of the accounting firm, his or her immediate family, or any group of such persons acting together own more than 5 percent of the bank’s equity securities?
	
	
	If yes, explain.

	4. During the period of engagement or period covered by the financial statements, was any partner or professional employee of the accounting firm associated with the bank as
a. director, officer, employee, or any capacity equivalent to that of a member of bank management?
b. promoter, underwriter, or voting trustee?
c. trustee for any pension or profit-sharing trust of the bank?
	
	
	Explain any yes answers.

	5. Does the IPA perform other services for the bank that entail
a. authorizing, executing or consummating a transaction, or otherwise exercising authority on behalf of a client or having the authority to do so?
b. preparing source documents or originating data, in electronic or other form, evidencing the occurrence of a transaction (for example, purchase orders, payroll time records, and customer orders)?
c. having custody of client assets?
d. supervising client employees in the performance of their normal recurring activities?
e. determining which recommendations should be implemented?
f. reporting to the bank board on behalf of management?
g. serving as a client's stock transfer or escrow agent, registrar, general counsel or its equivalent?
	
	
	Explain any yes answers.

	6. During the period of engagement, did the IPA’s firm have any material cooperative arrangements with the bank such as the following:
a. Prime or subcontractor arrangements to provide services or products to a third party?
b. Joint ventures to develop or market products or services?
c. Arrangements to combine one or more firm services or products with one or more bank services or products and market the package with references to both parties?
d. Arrangements under which the firm acts as distributor or marketer of the bank’s products or services, or the bank acts as distributor or marketer of the firm’s products or services?
	
	
	Explain any yes answers.

	7. Does the IPA perform any or all internal audit services for the bank?
	
	
	Explain any yes answers and give time of these services.

	8. Does bank management make decisions on whether to implement the IPA’s recommendations?
	
	
	If no, why not?

	9. Does bank management rely on the IPA’s work as the primary basis for its control assertion? 
	
	
	If yes, why?

	10. Does the bank monitor internal control processes to assess the quality of control performance over time through:
a. Ongoing activities?
b. Separate evaluations?
Note: IPA can perform separate evaluations of bank’s control effectiveness, including separate evaluation of bank’s ongoing monitoring activities, as part of the external audit.
c. Or a combination of both?
	
	
	At least one of the below should be yes.

	11. Does the bank, for internal audit:
a. Designate a competent individual or individuals, preferably within senior management, to be responsible for the internal audit function?
b. Determine the scope, risk, and frequency of internal audit activities, including those performed by the IPA providing outsourced internal audit activities?
c. Evaluate the findings and results arising from internal audit activities, including those performed by the IPA providing outsourced internal audit activities?
d. Evaluate the adequacy of audit procedures performed and findings resulting from performance of those procedures by, among other things, obtaining reports from the IPA providing outsourced or co-sourced internal audit activities?
	
	
	Explain any no answers.

	12. Does the IPA:
a. Inform, using an engagement letter, the bank board or its audit committee of the respective roles of the bank and the IPA with respect to the outsourced internal audit engagement?
	
	
	If no, why not?

	b. Perform outsourced or co-sourced internal audit procedures in accordance with terms of the engagement, as stipulated in the engagement letter, and report thereon to the bank?
Note: IPA independence is not impaired if the IPA performs procedures generally considered extensions of its financial statement audit scope (e.g., confirmations or analysis of fluctuations in account balances, comfort letters, etc.).
	
	
	If no, why not?

	c. Direct, review, and supervise day-to-day performance of outsourced or co-sourced internal audit procedures?
	
	
	If no, who does?

	d. Undertake responsibilities required to be performed by the bank individual responsible for the internal audit function? 
	
	
	If yes, explain.

	13. Does the IPA perform any of the following:
a. Ongoing monitoring or control activities that affect transaction execution; ensuring that transactions are properly executed, accounted for, or both; and routine activities in connection with bank’s operating or production processes equivalent to those of ongoing compliance or quality control functions?
b. Determining which, if any, recommendations for improving the internal control system should be implemented?
c. Reporting to bank board or audit committee on behalf of bank management or the individual responsible for the internal audit program?
d. Authorizing, executing, or consummating transactions or otherwise exercising authority on behalf of bank?
e. Preparing source documents?
f. Having custody of assets?
g. Approving or being responsible for the overall internal audit work plan, including determination of internal audit risk and scope, project priorities, and frequency of performance of audit procedures?
h. Being connected with bank in any capacity equivalent to a member of bank management or as a bank employee (e.g., listed as employee in bank directories or other bank publications, allowing self to be referred to by title or description as supervising or being in charge of bank’s internal audit function, or using bank’s letterhead or internal correspondence forms in communications)?
	
	
	Explain any yes answers.

	SEC Requirements
Applicable for any IPA performing external audit work at banks subject to 12 CFR 363 and banks whose securities are registered with the OCC, i.e., those subject to the periodic filing and reporting requirements of 12 CFR 11. The full text of the SEC’s independence rule can be found on the SEC site. (Updated version 1.1)

	14. Are the bank’s securities registered with the OCC, or is the bank subject to 12 CFR 363?
	
	
	If yes, complete questions 15-24. 

	15. During the audit and engagement period, did the accountant, firm, covered persons of the firm, or immediate family members have any financial interests in the bank such as the following:
	
	
	Explain any yes answers.

	a. Investments in the bank? For example:
i. Direct investment in stocks, bonds, notes, options, or other securities.
ii. More than 5 percent ownership in the bank’s equity securities or control of the bank.
iii. Voting trustee of a trust or executor of an estate having bank securities.
iv. Material indirect investment in the bank.
v. Direct or material indirect investment in an entity where
· the bank has an investment in an entity material to the bank and significant influence over the entity.
· the entity has an investment in the bank material to the entity and significant influence over the bank.
vi. Any material investment in an entity over which the bank has significant influence.
vii. Ability to significantly influence an entity that can significantly influence the bank.
b. Other financial interests? For example:
i. Loans to or from the bank, its directors or officers, or anyone owning more than 10 percent of the bank’s securities, except for
	
	
	

	· automobile loans or leases.
· loans fully collateralized by cash surrender value of insurance policy.
· loans fully collateralized by cash deposits at the bank.
· mortgage loan collateralized by borrower’s primary residence and not obtained while a covered person.
	
	
	

	ii. Savings or checking accounts at the bank exceeding FDIC-insured coverage.
iii. Broker/dealer accounts maintained at the bank.
iv. Future commission merchant account maintained at the bank.
v. Credit card balances aggregating $10,000 or more
vi. Insurance products issued by the bank.
vii. Financial interest in an entity that is part of an investment company that includes the bank.
c. Bank financial relationships? For example:
i. Investments by the bank in the firm’s stocks, bonds, notes, options, or other securities.
ii. Bank officers or directors own more than 5 percent of the firm’s equity securities.
iii. Bank acts as underwriter, broker/dealer, market-maker, promoter, or analyst for securities issued by the firm.
	
	
	

	16. During the audit and engagement period, did the accountant have employment relationships with the bank such as the following:
a. Current partner, principal, shareholder or professional employee of the firm is employed by the bank or serves as a member of the bank board?
b. Close family member of firm’s covered persons is in an accounting or financial reporting oversight role at the bank, or was in such a role during the period of engagement?
c. Former partner, principal, shareholder or professional employee of the firm is in an accounting or financial reporting oversight role at the bank, or is in such a role and was a member of the audit engagement team during the prior year’s audit of the bank?
d. Former officer, director, or employee of bank is employed by the firm and participated in the audit of the bank’s financial statements covering any period for which the employee worked for the bank?
	
	
	Explain any yes answers.

	17. During the audit and engagement period, did the firm or any covered person in the firm have any direct or material indirect business relationship with the bank or its officers, directors, or substantial shareholders?
	
	
	

	18. During the audit and engagement period, did the accountant provide any of the following non-audit services to the bank:
a. Bookkeeping or other services related to the accounting records or financial statements of the bank?
b. Financial information system design and implementation?
c. Appraisal or valuation services, fairness opinions, or contribution-in-kind reports?
d. Actuarial services?
e. Internal audit outsourcing services?
Note: “Internal audit services” means only that work related to internal accounting controls, financial systems, financial statements, and matters that affect financial statements. Work on other operational internal audit services not related to the above is not included. The key criteria is whether it is reasonable to conclude that the results of these services will not be subject to audit procedures during an audit of the audit client's financial statements.
f. Management functions, either temporary or permanent?
g. Human resources?
h. Broker/dealer, investment advisor, or investment banking services?
i. Legal services?
j. Expert services unrelated to the audit?
	
	
	

	19. During the audit and period of engagement, did the accountant provide any service or product to the bank for a contingent fee or commission, or receive a contingent fee or commission from the bank?
	
	
	

	20. Has the audit engagement team lead and concurring partners performed audit, review or attest services for the bank or any of its significant subsidiaries for more than five consecutive years?
	
	
	

	21. Did the bank’s audit committee pre-approve all audit, review and attestation engagements performed by the auditor?
	
	
	

	22. Did the bank’s audit committee pre-approve non-prohibited non-audit services performed by the auditor?
	
	
	

	23. Did any partner, principal or shareholder participating on the audit engagement team earn or receive compensation based on the performance of, or procuring of, engagement with the bank to provide any products or services other than audit, review or attestation services?
	
	
	

	24. Did the audit firm, before filing the audit report with the OCC or SEC, report the following:
a. All critical accounting policies and practices to be used?
b. All alternative treatments of financial information within GAAP that have been discussed with bank management, including
i. ramifications of the use of alternative disclosures and treatments, and
ii. the treatment preferred by the audit firm?
c. Other material written communications between the audit firm and bank management, such as any management letter or schedule of unadjusted differences?
	
	
	

	Summary

	25. Based on responses to the above questions, does the IPA act or appear to act in a capacity equivalent to that of the bank’s management?
	
	
	If yes, explain.

	26. Are there any other factors that indicate the IPA does not comply with provisions of the independence standards?
	
	
	If yes, explain.
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