ALTERNATE PROCEDURES FOR ESCROW CONTROLS, 

IN ADDITION TO COMPLIANCE WITH BEST PRACTICE #2
IN THE EVENT THAT YOU DESIRE TO HAVE A MORE ROBUST AND COMPLETE PROCEDURE FOR ESCROW CONTROLS, THE FOLLOWING IS OFFERED ABOVE THAT WHICH IS REQUIRED FOR MINIMAL COMPLIANCE WITH BEST PRACTICE #2.

THE PORTIONS OF THIS ALTERNATE PROCEDURE THAT ARE PREVIOUSLY STATED IN THE POLICIES AND PROCEDURES MANUAL AND REQUIRED FOR COMPLIANCE WITH BEST PRACTICE #2 ARE IN RED AND BOLD. THE OTHER PORTIONS IN BLACK ARE OPTIONAL SUGGESTIONS REGARDING A MORE DETAILED PROCEDURE REGARDING ESCROW CONTROLS. 
IMPORTANT NOTE: THIS DOCUMENT IS SUPPLIED AS A GUIDE FOR YOUR COMPANY TO TAILOR TO THE POLICIES AND PROCEDURES ACTUALLY USED IN YOUR OFFICE. THIS DOCUMENT IS NOT INTENDED TO INSTRUCT YOUR COMPANY ON HOW TO PERFORM THE SERVICES PROVIDED BY YOUR COMPANY AND DOES NOT CONSTITUTE LEGAL OR FINANCIAL ADVICE.  
Company Policies and Procedures for Implementation and Adherence To Best Practice #2:

In addition to following all applicable laws concerning trust accounting, the Company shall follow all of the following policies and procedures regarding Escrow and/or Trust Accounts:

1. Authorized Employees Only

a. Only those employees whose authority has been defined to authorize bank transactions may do so. Transactions are to be conducted by authorized employees only.

b. Appropriate authorization levels shall be set for employees by the Company and reviewed for updates annually. 


c. All employees with access to entrusted funds or NPI shall undergo pre-hire criminal background checks going back a minimum of five years, which shall be passed upon legal requirements and job functions.  

d. At least every three years, employees with access to entrusted funds or NPI shall undergo subsequent criminal background checks going back a minimum of five years, which shall be passed upon legal requirements and job functions.

e. Ongoing annual training shall be performed for all employees with access to entrusted funds or NPI regarding the proper management of the Escrow and/or Trust Accounts.


f. Former employees shall be immediately deleted as listed signatories on all bank accounts, including removing all computer access privileges to the Company network and/or any online banking functions.

g. Access to escrow funds shall be limited on a basis of necessity. Accordingly, employees shall be granted the minimum amount of access necessary for their job functions.  

h. The Company shall conduct periodic reviews of all user access rights, with review of privileged access rights to occur more frequently. Appropriate procedures shall be implemented to prevent unauthorized access to the Company operating systems, and the data and services thereof. Access to electronic banking shall be limited to authorized users through the use of authentication procedures.

i. All data systems permitting access to electronic banking shall require users to log-in with their assigned User ID and password before obtaining access. Whenever possible, operating systems shall include appropriate technological controls to shut down and "lock out" the user after a defined period of inactivity, and require re-authentication by the user before the interactive session may be resumed. The strictness of such controls shall be commensurate to the risks associated with the type of user and the sensitivity of the relevant information. Where such controls are impracticable or incompatible with a particular business process, other appropriate controls shall be implemented to reduce vulnerabilities.  

2. Trust Accounts Maintained At Insured Banks

a. The Company shall maintain all Escrow and/or Trust accounts at federally insured financial institutions.

Banks: http://research.fdic.gov/bankfind/
Credit Unions: http://researchcu.ncua.gov/views/findcreditunions.aspx
b. If directed in writing by the beneficial owner of certain funds to be held in trust, the Company may put those funds (and only those funds) in a separate trust account with an institution designated by the beneficial owner of said funds.

3. Separation of Accounts

a. The Company shall maintain a separate Escrow / Trust account for real estate transactions.

b. Regardless of how many Escrow / Trust Accounts are maintained by the Company:

i. Company funds and entrusted funds shall NOT be commingled.

ii. Operating accounts are to be separately maintained from all entrusted funds and properly identified including, but not limited to, checks, deposit slips, ledgers, statements and all related supporting documentation.

iii. Escrow / Trust accounts are to be separately maintained from all Company funds and properly identified, including, but not limited to, checks, deposit slips, ledgers, statements and all related supporting documentation.

c. Escrow funds or any other funds which the Company maintains under a fiduciary duty to another shall NOT be commingled with an employee’s, manager’s or principal’s personal account.


d. Escrow Trust Accounts are to be properly Identified as “escrow” or “trust” accounts.


4. Separation of Duties

The Company shall:

a. Separate the check writing and check signing authority and functions between two authorized employees and/or principals of the Company.

b. Separate the wire preparation and wire initiation authority and functions between two authorized employees and/or principals of the Company.

c. Separate the Escrow / Trust account reconciliation authority and functions from the check signing and wire initiation authority and functions.

5. General Governing Rules

The Company shall:

a. Use International Wire Blocks, to prevent any wires from the Escrow / Trust accounts without additional authorization, if available.
b. Use Automated Clearing House Blocks to prevent any ACH Transactions from the Escrow / Trust Account without additional authorization, if available.
c. Use Positive Pay and/or Reverse Positive Pay to verify the issuance of a check at the bank before clearing said check, if available.


d. Utilize a Zero Balance Escrow Trust Account for External Distribution on Incoming Wires Which Are Swept Into Your Escrow Trust Account.


6. Reconciliation of Escrow Trust Accounts

a. Escrow / Trust accounts are to be prepared with trial balances.

b. Outstanding file balances shall be documented.

c. Each transaction in an Escrow / Trust account shall balance. Negative balances shall not be permitted.

d. Segregation of duties shall be in place to ensure the reliability of the reconciliation and reconciliations shall be conducted by someone other than those with signing authority.
e. Reconciliation standards:

i. All Escrow / Trust Accounts shall be reconciled.

ii. Receipts and disbursements shall be reconciled every day.
iii. Opening balance for the month shall match the ending balance for the prior month’s reconciliation.
iv. On at least a monthly basis, Escrow / Trust Accounts shall be prepared with Trial Balances (“Three-Way Reconciliation”), listing all open escrow balances.

IMPORTANT: Three Way reconciliation documentation at a minimum includes bank statement, reconciliation sheet/summary page with book balance, outstanding deposits list/deposits in transit, open escrow file listing or trial balance and outstanding disbursements list all as of the reconciliation date.  All amounts should equal between the book balance, reconciled bank balance and trial balance.

v. Within TEN (10) days of the receipt of the bank statement, the Company shall perform the Three-Way Reconciliation.

vi. Within       days of the discovery of an open exception, the Company shall resolve any and all open exceptions or document a reason for the exception remaining open.

vii. Within       days of the completion of the Three-Way Reconciliation, the Company shall resolve any and all open exceptions or document a reason for the exception remaining open.

viii. In no event, shall an exception remain unresolved or unexplained from one Three-Way Reconciliation to the next.

ix. Within       days of the completion of the Three-Way Reconciliation, the Three-Way Reconciliation shall be reviewed by a principal of the Company.

f. The results of the Three-Way Reconciliation shall be available and electronically accessible by the Company’s contracted title underwriter.
7. Payment of Bank Fees on Escrow Accounts

Bank fees for the Escrow / Trust Accounts shall be paid out of the Company’s Operating Account and not the Escrow / Trust Account.


