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Dear Sir:· 

F~r some months past monthly reports ot proofs and verifi-

cations made by the Audit Department of each Federal Reserve Bank 

have been received by the Board. From an inspection of these reports 

it is quite apparent that the neeeesary attention is not being given 

to the audit of the vari~us divisionl of the Fiscal Agent Department. 

:tn a number of instances no check of this department has been made by 

the audit depRttment. The same care must be given and check main~ 
' tained on the work ct the Fiscal departments as is given to the opera-

ting departments of the bank. 

There is enclosed herewith copies ot new forms of Monthly 

Report cf Proofs and Verificat~ons (Banking qperatione) and Monthly 

Report of Proofs and Verifications (Fiscal Department.) These reports 

are to be filed in duplicate With the Federal Reserve Agent by the 

auditors of the bank on the first da;v of each month. One copy is ·to 

be eent by the Federal Reserve Ag~nt to the Feder~l Reserve Board. 

Sepr.trate reports Rre to be fUeC. for e~.ch branch bank. 

In order to have a uniform audit of allotments, payments 

and deliveries of each loan, you are requested to arrange to have the 
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Audito~ or his ~ep~esentatives in the Fiscal Agent Department prepare 

a prooi, ucing ite headings indicated: 

Proof of Allotments, Payments and Deliverie~ 

First Liberty Loan 

Date of Proof 

Deliveries Gigned 
Receipts 
on file 

Auaitor . 

Ptl.)tments 
Allot~ent Princi~ Inter-

Interest on Depositary 
Balances 

pal est 

Remarks 

Unpaid 
Balance 

It is suggssted a twelve or thirteen column sheet be used 

foto the proof. The totals in the su~y should agree with the 

figut-es shown on the Fiscal Agent t-epol'"t made to the Board. The total 

cash receipts should agree with the ••Receipts deposited to the credit 

of the General Account, Treasurer of the ~i ted States". 

In the Fiscal Agent Department the Auditor should have a 

eutficient and oompetent foro-e to maintain a daily check upon cash re• 

ceipte, authorizations for deliveries, signed receipts for bond de• 

Uveriee, complaints J reports of errore and adjustments made. Period­

ical check should be made of all divisions in th& same mannet- as audits 

are mA-de of. the cash, loans and investments of tbe bank. The 
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.Chaix-man of Board and Executive officers of the Bank should be promptl:; 

advi3ed of impor·tant errors, defects in system·, incompetency ·o'f emplo-y~· 

ees>holding responsible positions, arid securiti.es reported lost or 

miasing. Missing receipts covering bond deliveries should be promptly 

traced. In some instances it has been found tbat ywing to the rush 

of work signed receipts covering bonds delivered '#Jere not checked and 

the missingr~ceipts were not traced for weeks after the l;leliveries 

were made. If such methods continue sooner or later heavy losses 

will be su~tained. 

If the work of the Auditor is to be effective, he should be 

directly responsible to t~ Board of Directors, to the Chairman of the 

Board and the G~vernor of the Bank. He should not be subject to in-

stru~tions of any administrative officer or of an executive off:l.cer to 

whom administrative duties have been assigned. 

The Board will look to the Federal Reserve Agent, in his 

capacity as Chai~n of the Board, to see that the Auditor is given a 

sufficient force of compet·ent men to insure a thorough check upon all 
• 

departments of the bank and also to see that the proper standard is 

maintained. 

Very truly yours 1 

Governor'~ 
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