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UNITED STATES OF AMERICA
BEFORE THE
CFFICE OF THRIFT SUPERVISION
In the Matter of:
YERRES AND MICHELS Re: Resolution No. TOP-90-11

Dated: December 12, 1990
The Former Audit Firnm

of First Federal Savings and
Loan Association of
Independence

Independence, Ransas

STIPULATION AND CONSENT TO ISSUANCE OF
ORDER TQ CEASE AND DESIST

The Office of Thrift Supervision ("OTS"), by and through its
District Director for the Topeka District Office, OTS, and Yerkes
and Michels hereby agree as follows:

1. Consideration. The 0TS, based upon information reported

to it, is of the ocpinion that the grounds exist to initiate an
administrative cease and desist proceeding against Yerkes and
Michels pursuant to Section 8(b) of the Federal Deposit Insurance
Act ("FDIA"), as amended by the Financial Institutions Reform,
Recovery, and Enforcement Act of 1989, Pub.L. No. 101-73, 103
Stat. 183 ("FIRREA"), 12 U.$§.C.S. Section 1818(b) {(Law. Co-op.
Supp. 1980). Yerkes and Michels desires to cooperate with the OTS
to avoid the time and expense of such administrative litigation,

and without admitting or denying that such grounds exist, hereby
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stipulates and agrees to the following terms in consideration of
the forbearance by the 0TS from initiating such administrative
cease—~and-desist litigation against VYerkes and Michels with
respect to the matters covered in the accompanying Order to Cease

and Desist ("Order").

2. Jurisdiction.

(a) Yerkes and Michels, an accounting firm that
prepared annual audit reports for First Federal Savings and Loan
Association of Independence, Independence, Kansas ("Frirst
Federal”), is an “institution-affiliated party" as that term is
defined in Section 3(u) of the FDIA, as amended by FIRREA, 12
U.5.C.5. §1813(u) (Law Co-op. Supp. 1990).

(b) First Federal is a "savings association™ within the
meaning of Section 3 of the FDIA and Section 2 of the Home Owner's
Loan Act of 1933, as amended by FIRREA. Accordingly, it is an
"insured depository institution" as that term is ‘defined in
Section 3(c¢) of the FDIA, as amended by FIRREA, 12 U.S.C.S.
§1813(c) (Law. Co~op. Supp. 1990).

{c) Pursuant to Section 3 of the FDIA, as amended by
FIRREA, the Director of OTS is the "appropriate Federal banking
agency” teo maintain an enforcement proceeding against such a
savings association or its institution-affiliated parties.
Therefore, Yerkes and Michels is subject to the authority of the
OTS to initiate and maintain a cease-and-desist proceeding against
it pursuant to Section 8(b) of the FDIA, as amended by FIRREA, 12

U.S.C.8. §l818(b) (Law. Co-op. Supp. 1590).
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3. Consent. Yerkes and Michels consents to the issuance by
the OTS of the Order. It further agrees to comply with the terms
of the Order upon issuance and stipulates that the Order complies
with all requirements of law.

4. Finality. The Order is issued under Section 8(b) of the
FDIA, as amended by FIRREA, 12 U.S5.C.S. §18l8(b) (Law. Co-op.
Supp. 1990). Upon its issuance by the District Director for the
Topeka District Office, 0TS, it shall be a final order, effective
and fully enforceable by the OTS under the provisions of Section
8(i) of the FDIA, as amended by FIRREA, 12 U.S.C.S. §1818(i) (Law.
Co~op. Supp. 1990).

5. Waivers. Yerkes and Michels waives 1its right to a
notice of charges and the administrative hearing provided by
Section 8{(b) of the FDIA, as amended by FIRREA, 12 U.S.C.S.
§1818(b) (Law. Co~op. Supp. 1990), and further waives any right to
seek judicial review of the Order, including any such right
provided by Section 8(h)} of the ¥DIA, as amended by FIRREA, 12
U.s.C.s. §1818{(h) (Law. Co-op., Supp. 1990), or otherwise to

challenge the validity of the Order.
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WHEREFORE, in consideration of the foregoing, the OTS, by and
through its District Director for the Topeka District Office, QTS,
and Yerkes and Michels, by its partners, execute this Stipulation

and Consent to Issuance of Order to Cease and Nesist.

OFFICE OF THRIFT SUPERVISION YERKES AND MICHELS
By /Sy ) =y | . 12/3/9¢
Ronald N. Karr " Partner 3
District Director 7 :
Topeka District Office ) / 3/ 12/3/9¢C
Partner - -
/:8/ 12/3/9¢C
~ Pattner o
Partner
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UNITEDR STATES OF AMERICA
BEFORE THE
OFFICE OF THRIFT SUPERVISICN

. of First Federal Savings and

In the Matter of:
Resolution No. TOP-90-11,
YERKES AND MICHELS Dated: December 12, 1990
The Former Audit Firm

Loan Association of
Independence

Independence, Kansas

L e il i

ORDER TQ CEASE AND DESIST

WHEREAS, VYerkes and Michels, has executed a Stipulation and
Consent to Issuance of Order to C(ease and Desist ("Stipulation™)
that is accepted and approved by the Office of Thrift Supervision
("0TS"), acting through its District Director for the Topeka
District Office ("District Director"); and is incorporated herein
by reference; and

WHEREAS, Yerkes and Michels, in the stipulation, has
consented and agreed to the issuance of this Order to Cease and
Desist {"Order") pursuant to §8(b) of the Federal Deposit
Insurance Act ("FDIA"), as amended by the Financial Institutions
Reform, Recovery and Enforcement Act of 1989 Pub. L. No. 101-73,
103 Stat. 183 ("FIRREA"), to be codified at 12 U.S.C.5. §1818(b)

{Law. Co-op. Supp. 19%0);
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NOW, THEREFORE, IT IS ORDERED that vYerkes and Michels shall
cease and desist from any violation of, or the aiding and abetting
of any violation of:

a. Section 563.170 of the Rules and Regulations of the

Office of Thrift Supervision ("0TS Regulations"),

12 C.F.R. §563.170 (1990};

b. Section 571.2 of the OTS Regulations, 12 C.F.R.

§571.2 (1990);
C. Federal Home Loan Bank Beard Bulletin PA-7a; and

d. Generally accepted auditing standards ("GAAS"), as
promulgated and codified by the American Institute
of Certified Public Accountants ("AICPA").

IT IS HEREBY FURTHER ORDERED that:

1. No later than twenty (20) days after the effective date
of this Order, Yerkes and Michels ("Y&M") shall pay, by certified
or cashier’s check, the total sum of $51,340.00 to First Federal
Savings and Loan Association of Independence, Independence, Kansas
("First FS&LA"). This sum represents reimbursement of the fees
paid to Y&M by First FS&LA for preparation of the 1988 and 1389

annual audit reports.
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ferkes & Michels, John D. Carrcll, Louis H. Michels, Michael

3aldassarc and Randy HofiIman, Iv their execution of the attached

Stipulation and Consent Agreemencs, without

fut

dmitting or denvying

g

Irms r

it

any 2L the statesments, cconclusions of erein, have
ipulated and consenced t2 the entry of this Crder by the 0T7S.
Their execution of these Stipulation and Consent Agreements is for

e sole purpose of resclving the issues in these procezedings

-

fre

These individuals, without =sial, presentaticn of any evidence, or
findings of fact pursuant to an administrative judicial hearing,

nave consented to  the terms of the Stipulaticn and Consent

Agresements. The 0TS has decermined that it is appropriate and in
the best Interest of the crcublic ks execute GThe attached

Stipulation and Consent Agreemencts. This Order and the attached
Stipulatizsn and Conseat Agreements are issued solely to sesttle

this proceeding, and are not the ressult of factual Zindings.

I. BACRXGACUND

rt2red savings and lean

y
tep

irsc S&LA Lis 3 Zfazderallye—ct

fu

associaticon with its princigpal place of business in Independence,
Xansas. FTirst rSglLa engaged the accounting £irm of ¥Y&M to perform

the annual audizs of Tilirst FS&LA's financial statements for  the

o
m
i

fiscal years ended Septemi 30, 1988 and 1989, in accordance with

GAAS. Y&l was subseguently engaged to perfsrm the annual audit of

¥

rst FS&LA’s Zinancial statements Zfor the fiscal vear ended

Zeptember 30, 1390, alsc in accordance with CGAAS.

Lxd
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Under GAAS and OTS regulations, 7sM and the engagement
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2 were perizrmed By tersons having adeguate  tachniecal
training and groficiency as an auditor, including adeguate

knowledge oI the savings and lcan induscrv;

2 were adequately planned and assistants properly
superviseq;

? cbtained sufificient competent evidencial matter £2 affsrd
a resascnaple basis for an opinion regarding the financial
statemencs;

? resulted in reascnably adequate informative disclosures in

the financial statsments;

? Jere perIcrmed with an attituce of preofessional
skepticism; and

3 were pericrmed by qualified public accountants who wers in
fact indernendenc. -

The importance of the items listed above in the proper

completion of an audit in compliance with GAAS and the QTS Rules

e

and Regqulations <cannct be overemphasized. for example, the
requirement for an auditar to have adequate techmical training,

including adequats knowledge of the savings and loan industry, is

zritical because the 3zcsounting principles and ragulactions  are
very specialized, and transactions undertaken by savings

associaticns can he extremely complex.
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’ . The 1988 and 1989 2udits of first TS&lLA, as TIssued By
Jer<es x  Alcmels Jere Mot Zrepared 3v  "Dualifisg suplic
Aczountancs”

. Secrion 283.170{al)(2) of the OTS =Regqulaticns, 12 <C.F.R.

§563.170(a)(2}) {1980}, requires =each savings association %z he

auditesd cnce in each” calendar vear by qualified public accsuntants

i s)

in the manner prescriZed by the 0TS rules, rcegulations and policy

STATEMENTS. Section STL.2{cy(2)(i) of the OTS Regulations, 12

"
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L13)
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. ualified rcublic

.X. STl 2{cy{2)(L)  (1890), defines a

accountant” as "a perscn who is a certified public accountant or

LAl

Licensed public aczcouncanct, certified or licensed by a regqulatory

-

autiacrisy of a State or cther peolitical subdiwvision of the United

in

tates and wno 1s in good standing as  such under the laws of the

bdivision of the United Staves in wnich

£

Stace or other political s

is lccated the home cffice of the savings asscciation that is to

TsM expended a total of 664 man-hours -and 772 man-hours on
the 1988 and 1989 audits, respectively. Although Mr. Carroll, a
cerzified public accountant ("CPA"), was cdesignated as the

e’, ne char

[

"acszuntant-in-char ed ocnly

ifty-~three (23} and..

+}
o}

£ifty-one {51) hours to the 1988 and 1989 audits, r=spectively,
and he was seldom cn-sita to provide oversight and supervision &2

the audi: process. less than ‘:twelve percent (12%) of +he hours

=

expended on the 1988 audit, and less than twenty percent (20%) of

¥

tne  hours 2xpended cn the 1989 audit, were logged by C2As cf Y&,
Neither of the Senicr Auditors assigned ov 7sM tTo the 1988 or 13989
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by representatives of

concluded thae YeEM and

conduct  the 1988 and 1989 audits of
net stafied

the audits were

acsountants.
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nor performed by qualified

pproximacely
an  the 1988

vEM wne did not

Mr. Carroll

FS&LA  in

and Regulations because

publice

IZI. The 1988 and L¥8% udits Were Not Jferformed In Accordance
WLlLth Tenerally AcseDtad Ludloinc Stangarcds
Statemencs of 3Audifing Standards ("SAS") are proncuncements

senicr tachnical 1hedy designated by the American

Dublic Agzountants {"AIC2A™) to

pronouncements. SAS are cconsidered interpretations

the Auditing Standards Becard, the

Institute of
issue such
of GAAS and

any departure Ireom these standards regquire proper justification.
CAA incliudes the Cenerzl Standards, the ZStandards of field
Work and the Standards of Reporting. These three standards are
interrelated and interdependent and, in many instances, lack of
complizance with one standard wmav also  result in a lack of
compliance with another These standards are presentsd in the

AICQPA’s M"FProfessional Standards," Volume 1.
auditing standards ls divided ints secvians, hereina
to as AU Standards, Section .

3
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#»er rzferraed
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A. Training angd Proficisncy o

£ kthe Indecendent Auditor

training and profizisn
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zhat "{tlhe

Standards,

Seczicon 210. 2aragraph .JI of Section 210 noctes that regardless
2f an individual’s capabilities in business cr IZinance, ", . . he
cannot  meet the rca2guirsmencts of the auditing standards without
proper educacicﬁ and experience in the <field o0f auditing”.

independesnt audifor must

underds Ttraining adequats  to nmeer the resguirszsments a2 2
mrofessional.” AU Standards, Sectian 210.

AS noced above, L[oe Senicr A

1¢88 and 1989

Sanigr Auditsers did noc

not possass

General expertise and 2xperiz

£ perisrm a competent audii o an
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audits of Tirst FsS&LAa

only

2g is essential.

<2 the
wares not C2AS; one of %the

.
degree;

and,

of the field work was cerZormed .

college d In addition,
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nine hours of continuing

fFinancial inastiturticns has bDeen

nce in auditing is not adequate

esitery iastitution.
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as savings association audits,

se& =nat <cannot  ze develcped
an industrvy  audit cuide.
ing of an entizv’‘s business and

THe OTS is of the
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zpinion that suchh an understanding <¢an only DbDe gained thrcough

-raining and appraopriate

i_a

roper continuing crofassiona

Sased upon the foregeing, the QTS has concluded that YgM and

Mr. Carrell failed to ensure, as required by AU Standards, Section
216, that the audits of Tirst TSgLA’s 1988 and 1989 <Iinancial
tatsments were prepared and performed Dy perscnnel  with the

reguisiisa credentials, gducaction, experience and training

The sacond General Standard of Auditing :aqvirés that "[iln
all mactz2rs relating ts the assignment, an independence in mental
actizude is t9 be maintained by the auditecr and auditsrs”, AU
Standards, Sectiaon 220. This standard was.not met by Y&d or Mr.

doffman, as fully discussed in Part IV., below.

The third General Standard of Ruditing states that "[d]ue

srofessicnal care is to e exercised ia the periccmance of the

audit and the preparation of the report”. AU Standards, Section

>

’1‘:0
Tan  August 1390, the Distriect Direczsr fzr  the OTS-Topeka
District: rejectzad First FS&LA’s financial statements for the year

ended September 30, 1389, due to several deficiencies, ineluding

3
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ion-coniormance

with PA-7a and GAAS. aAmong o
sudizzors’ opinien <did not conform zo GRAS
sratementcs did not inciude adeguats disclos
zertain significant accounting pelicies; the
investment securities; the components of the

loans in proce

the reogrting of aczountin
interese  on Lzans, defsrre

fees;
sutstanding ccmmitmencs Zov

- - . .
“e (TS “herefgre
- ad vr\??

Mr. tarroLl,

care.,

the AU Standards.

0. Planning and Supervision of
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Accordingly, the audit
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4 loan crigination
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AU Standards,

the auditor

id Work states
and assistants,
Section
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an audit. As such,
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ther <things, YsM's
and the Iinancial
ures pertaianiag Lo

market values of

loan portislio; the
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interest rate;
t the 1%89 audit
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th due prefessional

with Section 230 of
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size and complexity o the entity he urthermore, the
ievel c¢f supervision <©f an  audit is dictated bv many Zacstors
tngluding, the «c¢omplexity o©f the encliiy’s operaticens and the

gualificacticns of the staff assigned ts the audit. AU Standards,

The OT$ has ccncluded that ¥YeM’'s audits of First §$S§LA’S
Zinancial statements ZI2or ZIiscal years 1988 and 1989 were not

adeguately rplanned because YsM and Mr. Carrell did noc, among

ccher things, identify areas that may have a high level of risk

b

sxposure; periorm  any analytical review of Firsc TS&LA's
speraticns; adequacely evaluate First FSaLA’s systems of internal

accouncing zand operating controls; or, staff the examination with

zualifisd opersonnel. The C7TS has further concluded that YiM and
Mr. Carroll éid not azdeguately supervise the preparation of the

1288 and 1989 audits of Firstc FS&LA. The tgotal nours expended by

Mr., Carroll on the 1288 and 1989 audits, including supervision of

¥YsM staff, accounted Zor conly seven percent (7%) and nine perceac

{9%), respectivelv, of the total hours lcgged by Y&¥M personnel.

Fiven the nature of Ticst TS&LA’s operaticons as a Izderzlly

insured depesitory institution and the guesticnable gualiilicacions
of the stafi assigned Lo these audits, VY&M’s and Mr. Carroll’s
supervision 2f the Iis2ld work on the 19288 and 1989 audits was

deficient and did not zcomply with Section 310 of the AU Standards.

LR A% e



e

E. Evidential Mattar Zeguirsd in the Performance of ap Audit

The third Standa
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cther things, the
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s or the adequacy of valuatizon allowances.
ra preparad to issue an ungualified opinion

financial statements Zor fiscal year 1989 thac

and general valuation

=y whe OTS in its examination of the

TiM would have issued an

n zisarlis srroneous Zfinancial statzments

r2s were not adeguate =2 identify the

S&LA's valuation allowances.
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The OTS has, therefore, concluded that YiM’'s audit procedures

rical in nature and <id not evaluate the csllegtibiliey

were cla

and recgverabilizy oI assets, and were csnurary  td  the AU
Standards, Section 3I6. YsM  and Mr. Carroll did not undertake
adequats independent Lilnspecticons, cbservations, ingquizcies or

S&La’s finangial

34

confirmaticns Lo supcort lts opinign on Firsc

¥

statements Ifor the fiscal year 1989,
F. Professicnal SXevticism in the Audit Process
Proper prefessicnal skepuicism also is necessary to properly
cmplete an audic, AU Standards, Seczion 316.18-21. Accenting

management’s ra2presentations, Hoch verbal and writ<en, without
adeguate and reascnable support and analysis can contribute to an
inaccurate representaticon of the financial condition of the
financial institution. This is particularly tziue where a literal
application of GAAP can result in misleading financial statements,

GAAS provides that ransacticns and cther events should be
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financial rea
Ztandards, Sechlons 334.02, 411.07, 411.09 and 41X1.10. As

Mr. Carroll, without undertaking any

)
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b
[£4]
i
i
e
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previcusly noted,
independent ceview of loan valuations and collecrwibility,
prepared <3 issue an ungualiified cpinicn o Fizs:t
allowances

$2.3 millicon of specific and general valuation

identified by the CTS in i:is examination of the insgitution.
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In the savings and lcan industrzy, a substantial porticn of

the lending is suvpported by csllateral, parcicularly real estate.

Tirst FSalA is no exception. An  indegendent auditor musc
:nderstand the apgppraisal process and critically evaluate the

§s
o
"“

‘.A
‘l

=y of the lcanm to be serviced and repaid from the collateral
sr other sources that the borrower may have. The GAAS requirement

2 maintain an attitude of professional skepticism is essential

=

u
Fad

wnen using appraisals as a determinant for the necessity or
adegquacy ¢f a lcan loss allowance.

Juring the audit of First FS&LA’'s 1989 financial statements,

75 and Mr. Carrcll failed to undertake anvy critical review of the
valuaticn or cocllectibility of real estate loans. No analysis

whatsoever was undertaken ts review the gualifications of First

FSalA’'s appraisers, obtain confirmation letters from appraisers of
their independence, check appraisal assumpticns such as
capitalization and lease-up rates for consistency and

reascnableness, review appraisals to determine whether they xmet

*"

sgulatory standards, or otherwise critically evaluate the values
assicned o real estats loans. In summary, Y&M and Mr. Carroil
simply failed t> exercise proper profszssional skepticism.

Th 0TS is of the opinion that gprofessional skepticisa
srovides the cornerstone of an independent audit, Without proper
grofessional skepticism by an auditor, an audit’s results are

neither reliilable nor meaningful.
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G. Qverall Conclusicns Regarding Noncomopliancs With GAAS

The QTS has concluded that YaM’'s audits of First FSaLa’s 1988
and 1%89 financial statements were not conguciezd in aczsrdance
with GAAS bDecause Y&M and Mr. Carroll did not gpossess, and did not
provide, adegquacte ‘t2chnical training and proficiency in the
performance and preparation of th audits; did not sxercisa due
care in the perZcrmance of the audits; did not adequately plan and
supervise the audits; did not perform adequate audit procedures;
did not apply the appropriate professional skepticism to the audit

crocess; and, were not independent of First FS&la.

Iv. Yerkes & Michels and Zandy So0ffman Lacked Independenge to
Perrorm e 1988 ana 1389 Audiis oL TLISsT Tlana

ing that an

e}

{1590), sets Iorui the *,,.,criteria for determi

auditor or an audit is satisfaczory to the Office”. Among cther .

requirements, Section 571.2{c)(3)(ii) of the OTS Regulations, 12 '

C.F.R. § 871.2 (e}(3)(ii) (1990), states that "{t)o be acceptable,
an audit must e made by a qualified public accountant or internal
auditor wno is in fact independent". This regulacticn further

provides that a public accountant is not considered indevendent if

ne has lcans from the institution other than loans securad by his

principal residence, savings accounts, Or consumer loans used for

personal, family or  Thousencid purposas. Further, subseciicn
(c)(3)(ii}(F) of this r=qulation provides that a public acccuntant

ey
o
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2t indireez, financial or otherwise, 1in any

is not considered independent iZ he has ". . .any intsrest, direc:

[

sal property owned

oy, or securing any lcan made kv, the savings association . . .

[

sxcept as provided in paragraph (c)(2p{iiy{D}".

L4

R, §

O

Secticon 371.2(¢{3){iv} of the 0TS Requlatiocns, 12 C.
371.2(e)(3)(iv) (1990), statss that "[tlhe rcequiremencs as ¢to
independence are applicable %ty those members or emplovees of a

m of public accountants wno, in aay way, are in a position to

(21

"

influence or control the conduct of an audit of a savings
associatien or to influence or centrol the presentation of facts

gpors of such audit." In addition,

L

and other informacion ia the
Section IT1.2(ci{3){v) notes that "7ilt is the responsibility of

¢ accountant or internal  audits =5 disclose [*the

fras

the publ
independence issue| to the District Director. . . and to have
resolved any gquestion as £9 independencs befors proceeding with

the audit”.

As noted above, the second General Standard of Auditing’

requires the auditor &to Dbe independent of the <c¢lient. AU

Standards, fection 2I0. aragraph .03 of section 220 notes that

HJ

in order Zor an auditer ", . . ta be recognized as independent, he

sa from anv obligation o or interest in the clisnt. .

r

must be £

L {(emphasis addsd) This standard further states that
"[i]ndependent auditors should not only be independent in face;

they should avoid situacisns that may lead osutsiders o  <oubt
" further
supplemented by the AICPA Code of >rofessional Conducz. Article

IV of this Ccde states that "[a] member in public practice should

13
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w

~

be independent in fact and appearance when providing auditing and
cther attestaticn services.," Faragrapn .01 s5f Article IV further
notes that "{ijndependence precliudes relaticnships that may appear
ko impair a memper’s opjectivii; in rasndering attsstation
services.”

While the AICE interprevation of the independence
requirsment dJdoes not consider secured lcans made under "normal
lending procedures, ta2rms, and requirements” as an  indicator of
lack of independence, the interpretation further states that

"{rjelaced prehibitions that =may be more rfestrictive are

al agencies having resgulatory

I(J
'ty

3.
1]
"

srescrilbed by cerctain stats and

2
authority over such financial institutions”. As such, the more

rastrictive QTS independence requirsments prevail.

As of September 30, 1988, rFirs FSala had extended

fg]

approximatsly $381,000 in lcans 4o Mr. Hoffman, or entities in

wiich he held a significant ownership interest (the "Hofiman

loans”). As previocusly noted, Mr. Hoffman was one of Y&M’'s Senior’

Auditors on the 1988 and 1989 audits. As of September 30, 1989,

“he Hgffman lcans czutstanding ac
$392,000. In addition, loans to Zour other YaM partners and stafi
members totaled acproximately $200,000,. The doffman loans
inciuded a $39,000 merigage on M. Eofiman’s principal residence.

The remaining $353,000 of loans at September 30, 1389, were for

commercial purpcses, securad Dy rceatal  sropertiss principally
lgcated in Independence, Xansas. When %the Hoffman lcans are

aggregated pursuan: %o the CTS's lcans~-to-cne-dorrower raqulation,
12 C.F.R®R. §%63.8%-3 (1988 and 1989), it is resvealed that Hr.

-2 -

irst 7SaLA had increased to



éoffman was, at the time of the 1988 and 1989 audits, one of the

wa2n largest borrowers of Fisst FSELA.  In the OTS's cpinion, based
an  the requlatory reguiremencs concerning independence, and the
independence raquirgzments of GAAS, neither Mr. Hoffman nor YaM
were independent with respect to Firsc FS&LaA for the years ended

eprember 30, 1988 and 198%. Furthermore, neither Mr. Hoffman nor

i

754 attempted ©2  resclve this independence problem with the

Jisurign Director.

'u-l
d
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Order
NOW, THEREFORE, IT IS BERERY OHDERED AS FCOLLOWS:

i. Yerkes & Michels is permanencly suspended from practice
before the OTS from and aiter the date of this Order., No offic
director, emplovee or partner of Yerkes & Michels shall, directly

or indirectly, prepare or participate in the preparation of any

statement, opinion, financial statement, audit report, or other

document or rapert Ior, or on behalf of, any savings asscciacion,
savings and lcan holding company, or wnolly or partly owned
subsidiary of any savings association or savings and lcan holding

company (hereinafter collectively referred to as "savings

assocliation™).

2. Jehn D. Carrcell is permanentl suspended from practice
B ¥ t 5

hefore the CTS from and after the date of this Crder., Mr. Carroll

r2ctly or indirectly, prepare or-participate in the

fots

I naot, 4

[

sha

preparation of any statement, opinion, financial statement, audit

report, or other document or report £or, or on behalf of, any
savings asscciation.
3. Louis #. Michels is permanently suspended from practice

crz the 075 I-om and after the date of this O

[}

e
De

snall not, direcctly or indirectly, prepare or part

preparacion of any statement, cpinion, financial statement, audit

o o e St ot A S e .
e b o

R B 5 e
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report, or other document or report for, or on behalf of, any

savings assgciation.

g, Michael Baldassaro is permanently suspended from
practice bhefore the 0T3S from and after the date of this Order.

Mr. Baldassare shall not, directly or indirectly, prepare or

articipate in the gpreparation of any statement, opinion,

3

financial scatement, audit report, or cther document or report

for, or on benhalf of, any savings asscciation.

. Randy Hofiman s permanently suspended <£fzom practice

[¥11

o}

com and aftsr the date of this QOrder. Mr. Eoffma

h

ore the 0TS

i+

he
shall not, directly or indirectly, prepare or participate in the
preparation of any statement, cpinicn, financial statement, audit

repert, or other deocument or report for, or on bephalf of, any

savings assocciation.

6. For purposes of this QOrder, unless otherwise notad, the

ined in acecordancs with 12

[ 1Y

phnrase "savings associaticon® is de
U.s.C. élalB(b){i). The phrase "insured depository institution”
is defined to iaclude savings asscociations, commercial banks,
credit unions and other similar entities that hold federally

insured depcsits. The word ‘“practice" is defined in accordance

(N1

with Section 313.2{e) ¢f the CTS Regulations, 12 C.7.R. 313.3(e])

19
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7. All technical words or terms used in this Order, for

which meanings are not specified or ctherwise provided for by the

.prcvisions of this Order, shall, insofar as applicable, have
Title 12 of the Code of

[ g

ined in Chapter V o

(a1}

neanings as de
raderal Requlaticons or as such definition is amended after the

execution of this Order, and any such technical words or terms

undefined in said Code gf Federal

used in this Qrder and

_mequlations, shall have meanings that accord with their best

W

custom and usage in the savings and loan industry.

8. The terms and provisions of this Crder shall be binding

upon, and inure to the ©benefit of, the parties hereto and their

[§:

successars in interest.

g, This Order shall cemain in effect until modified or

. raecminatad by the OTS.
OFFICE OF THRIFT SUPERVISTON

‘ Ay .

Timothy Rvans Diz7ccsr

°
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