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Overview of the Agency Audit Process  
 

 
Agency Auditors, both field and desk, review various internal Fidelity National Financial (“FNF”) 
information when choosing which agents will receive an audit.  Note: “FNF” is inclusive of all 
owned underwriting brands.  
 
 
An agency audit involves a review of various aspects of the real estate loan closing process and 
includes the following:  1) a review of all real estate-related bank accounts to ensure that they  
are properly safeguarded and reconciled; 2)  a closed file review which gauges general business 
practices and controls relating to loan closings including timely recording and the receipt and 
disbursing of funds; 3) a limited underwriting review to ensure that commitment requirements are 
properly satisfied; and 4) a rate testing review to ensure the proper title insurance rates are 
charged and remitted 
 
Note:  The following are recommended practices and may not be all-inclusive of policies and 
procedures that agents should implement.  For additional guidance please visit ALTA Best 
Practices:  https://www.alta.org/best-practices/ 
 
 

                                                   Audit Compliance 
 

Minimum Control Standards 
 
 

➢ Reconciliations.  Reconciliations for all real estate accounts must be prepared monthly.  
The reconciliation package must include all detail to support a 3-way reconciliation (book 
balance, adjusted bank balance and trial balance).  

 
➢ Trial Balance.  A trial balance (i.e. list of client funds being held) should be maintained to 

support a 3-way monthly reconciliation (adjusted bank balance, checkbook balance and 
trial balance must all match).   This is an excellent tool in determining the wholeness of the 
account as well as outstanding fiduciary obligations.  

 
➢ Accuracy of Reconciliations.  Reconciliation reports and the information contained in 

them must be accurate.  The adjusted bank balance and checkbook balance must agree 
and reflect accurate information. (i.e., deposits and payments noted as “outstanding” that 
have cleared constitute erroneous information).  Additionally, the trial balance total should 
match the adjusted bank and checkbook balance. 
 

➢ Timely Reconciliations.  Reconciliation reports for all accounts including recording and 
premium accounts, should be completed monthly and within 10 days of receiving the 
bank statement. This ensures that any errors are addressed timely.   
 

➢ Escrow Shortages.   Escrow accounts must not contain shortages (i.e. outstanding wire 
fees, bank service fees, individual ledger shortages and outstanding deposits, etc.).  If 

https://www.alta.org/best-practices/


Rev. 10.2021 

 

any file shortage is discovered, it must be reimbursed from the operating account and 
reimbursed if/when collected from the appropriate party.  
 

➢ Title Insurance Rates.  Title Insurance rates, including endorsements, must be correctly 
calculated and accurately reflected on the CD/Settlement statement.  Additionally, the 
amount remitted to FNF should be per contractual split, including endorsement fee 
structure.  A rate calculation worksheet should be retained in each file as support for the 
title insurance rate charged.   This sheet can be created utilizing 
www.ratecalculator.fnf.com, created by your real estate closing software, or created by 
hand, if necessary, using the proper rate calculation table.  
 

➢ Title Policy Preparation and Premium Remittances.  Title policies must be completed 
and remitted to FNF within the timeframe noted in your contract and/or as soon after 
closing as possible. Additionally, premium monies paid by the consumer to the agent, for 
the benefit of the underwriter, is considered fiduciary funds and should be treated 
accordingly.  It is recommended that either the premium due the underwriter be retained 
in the escrow account until remitted or a separate premium escrow account be 
established.  Again, premium remittances should be paid as soon after the closing as 
possible.  
 

➢ Licensing and Insurance requirements.  All state-required title licensing and 
insurances requirements, including fidelity and surety bonds, must be in place and 
current.  
 

➢ Timely recording.  All closing documents must be recorded in a timely manner.  This 
includes proper oversight of mortgage discharges and other post-closing documents. 
Maintaining a recording log is highly recommended to track all recordings including those 
initially sent and those that may be rejected.   
 

➢ Dormant funds.  Funds (i.e., ledger balances, per the trial balance, and older 
outstanding checks) must be appropriately reviewed and monitored to ensure proper 
safeguarding and disbursement.  Statutory escheat protocol should be followed.  
 

➢ Inactive bank accounts.  Inactive bank accounts and the funds contained therein, must 
be reviewed, and monitored to ensure proper safeguarding and disbursement. If these 
funds are determined to be abandoned, statutory escheat protocol should be followed. 
 
 

Best Business Practice Recommendations for Audit Compliance 
 

Escrow Accounting  
 
 

➢ Titling of real estate accounts.  All real estate bank accounts (both bank statements and 
checks) should include the word “trust” or “escrow” to ensure proper FDIC coverage. (Note:  
lack of correct titling only insures the entire account to the FDIC limit, vs. each deposit).  
This includes recording and title insurance premium accounts.  
 

➢ Real estate-only escrow account.  All closing transactions should be disbursed through 
a real estate-only escrow account and not one used for general legal matters.  

 
➢ Satisfactory depository insurances.  All accounts should be held in an institution that 

has depository insurance (i.e. FDIC insured). If an account is maintained at a credit union, 
it should be a member of NACU or have the same applicable depository coverage.  
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➢ Outstanding checks.  Outstanding checks over 90 days old should be reviewed.  These 
checks should be investigated and resolved by issuing a replacement check if necessary.  
Particularly, any lienable items under a title policy (i.e. property taxes, homeowner’s 
insurance, etc.) should be researched and re-cut as necessary.  
 

➢ Trial balance should be aged.  A “last activity date” for individual ledgers should be 
maintained.  This allows easy recognition for those files that may require research and 
attention, so that the file can be disbursed and fully zeroed-out.     
 

➢ Outstanding check detail.  The outstanding check list should provide adequate aging 
detail and/or payee information.  Without this detail it is difficult to determine which checks 
may need additional attention.  
 

➢ Two (2) signatures on disbursement checks.  To adequately safeguard the account and 
ensure the validity of all check disbursements, dual signatures are recommended, when 
office size supports this business practice. At minimum, 2 signatures should be required 
on larger checks, i.e., payoff checks, if reasonable.  
 

➢ Sweep account.  If a Sweep/Overnight repurchase account is used, only FDIC-insured 
products (i.e., government backed money market fund) should be used for investments 
vehicles. 
 

➢ Positive pay. Positive pay or reverse positive pay should be utilized for bank accounts 
when possible.  Positive pay features on bank accounts provide additional protection 
against fraudulent disbursements. 
 

➢ Automated Clearing House (ACH) Automated Clearing House blocks and international 
wire blocks should be instituted when available.  This is recommended as additional 
protection against fraudulent and unauthorized transfers from your escrow account. If an 
ACH is necessary (i.e., Simplifile), be sure the transfers are reviewed and approved 
internally, prior to withdrawal.  Additionally, as recording fees may vary, a daily 
reconciliation of recording fees should be completed.   
 

➢ E-Recordings.  E-Recording fees should be withdrawn from a Recording, only, account.  
If they are debited from a general escrow account, the account must be 3-way reconciled 
and the debit amounts confirmed daily.  Additionally, if debited from escrow, a “recording” 
ledger is recommended for all electronic recordings, on a per file basis. This allows easy 
recognition of any out-of-balance issues, where funding may be required.  
 

➢ Separation of fiduciary funds.  Escrow funds should never be commingled with 
operating or personal funds.  All settlement fees should be disbursed from the escrow 
account to the operating account in a timely manner. No non-fiduciary items should be 
paid from the escrow account.  
 
 

Best Business Practice Recommendations Audit Compliance  
 

File Documentation  
 
 

➢ Depository and/or disbursement information.  A closing file should contain copies of 
all necessary items that provide evidence that funds passed through the escrow account 
in accordance with the CD/Settlement Statement and Lender’s Instructions.   
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➢ Recording Information.  All files should contain proof of recording which may include a 
copy of the registry receipt, for all documents put on record pertaining to the closing file. 
As registry may be backlogged, it is important to retain submission date for recording to 
ensure post-closing timeliness.  
 

➢ Title commitment update / date down.  To ensure appropriate lien position, as well as 
status of the title to the property, it is recommended that an update/date down of the 
original search is performed immediately prior to closing or recording of closing 
documents. This particularly pertains to purchase closings when commitment date is 
beyond 30 days of recording date.  This is also a best practice recommendation for re-
finance transactions.   

 
➢ Escrow Agreements.  As this provides instructions for disbursement of funds, it is 

recommended that a fully executed escrow agreement be retained in the file for all post-
closing escrow matters.  Additionally, these files should be reviewed periodically to 
ensure proper disbursement.  

 
➢ Fees charged on the CD/Settlement statement.  The fees and charges on the 

CD/Settlement statement should be in accordance with supporting invoices.  These 
invoices should be retained in each file.  
 
 

➢ Closing instructions.  All closing transactions must follow both the lender’s instructions 
and the title commitment.   
 

 
Best Business Practice Recommendations for Audit Compliance     

 
General Controls  

 
 

➢ Closing Protection Letters (CPLs).  All closing protection letters should be obtained 
from FNF’s online system, AgentTrax.  This ensures awareness of the transaction and 
the liability related to such transactions. 

 

➢ Management review and sign-off of bank reconciliation reports. These reports serve 
as a valuable management tool for monitoring overall agency proficiency and production 
and help safeguard against income loss from inadequate controls or procedures.  
Additionally, they should be signed and dated to evidence the review.  
 

➢ Overdrawn bank account.  To avoid any overdrawn bank accounts, all receipts should 
be verified 1) for the correct amount and 2) to the correct bank account, prior to 
disbursement.   
 

➢ Separation of accounting duties.  It is recommended that those individuals authorized 
to sign checks and or transfers funds electronically not be responsible for reconciling the 
escrow account and preparing the monthly accounting records. 
 

➢ Wiring Instructions.  All instructions for wiring settlement proceeds, payoffs, etc. should 
be verbally verified with parties to the transaction, especially if changes are requested.  
Said changes should also be documented in the file. This is an area of increased cyber 
fraud. Note:  be especially cautious of similar consumer email addresses and phone calls 
from an unidentified number.   
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➢ Check stock should be safeguarded for fraud prevention.  All physical check stock 
should be stored in a locked location when unattended.  

 
➢ Internal controls for laser check accounting.  To adequately safeguard the account 

and ensure the validity of all check disbursements, establish control procedures that 
include, but are not limited to the following: 1) print and review a daily check register; 2) 
print and review a daily void transaction report; 3) ensure that digitally applied signatures 
are adequately password protected on a per signer basis.  

 
➢ Internal controls for electronic transfers.  It is recommended: 1) create a wire log to 

adequately monitor incoming/outgoing wire transfers; 2) require immediate written 
confirmation of all incoming wires from the receiving bank; 3) designate one employee to 
assume all wire transfer responsibilities; and 4) designate an additional employee from 
within the accounting department to confirm and verify outgoing wires. 

 
➢ Signature stamp safeguards.  Signature stamps should not be used since they create 

an opportunity for fraud against the escrow account.  If they are required to be used due 
to office size, signature stamps should be stored in a locked location with access limited 
only to authorized signers/the signatory stamps’ owner. 
 

➢ Voided checks.  Voided checks should be properly controlled.  This may include 
defacing and storing for fraud prevention as well as removing the signature line and part 
of the micro-encoded information which will make the check unusable. Voided checks or 
a voided check report should be retained with accounting records.  

 
➢ Computer system back-up plans.  It is recommended that back-up procedures be 

implemented to adequately safeguard information technology.  This should be done daily.  
Additionally, a “local” back up is recommended for agents using a cloud-based storage 
program.   
 

➢ Passwords should be adequately protected.  Passwords for access to the computer 
system should be assigned to individuals and not shared.  Passwords should be changed 
regularly, such as every 90 days.  Passwords for terminated employees should be 
disabled immediately upon termination. 

 
➢ Documentation of satisfied liens should be retained for title-only transactions.  It is 

important to ensure that all required liens have been paid at closing by retaining proof of 
same, (i.e., cleared check, wire confirmation, updated disbursement sheet noting payoff 
information (checks number/wire number) and/or closing attorney certification) prior to 
issuance of the title policy.  It is recommended that this information be retained to ensure 
that commitment requirements have been satisfied.  
 

 

 


