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The BSA Examiner is a newsletter published by Wayne Barnett Software, a Texas Corporation. The goal of our newsletter is to inform independent bankers of issues that may effect their Bank Secrecy Act (BSA) & Anti-Money Laundering (AML) programs. If you have a BSA/AML question, or a story to tell (we promise anonymity), please call us at 877-945-4344. 

Case #1 – Hanging from the Branches.

In the past, banks were encouraged to centralize their BSA function. Today, as the emphasis shifts from CTRs to SARs, banks are being encouraged to get the Branch Managers more involved in the BSA/AML process.

“The people that know the customers best, and that are best able to identify suspicious activity, are the Branch Managers,” said one Examiner we spoke with. “Banks that have decentralized the AML portion of their BSA function are doing a better job of finding suspicious activity.”

What do the Regulators expect to see in a decentralized function? “The bank should have formal AML procedures for the branches, and the BSA Officer should review the results. The BSA Officer still makes the final decision on filing SARs. But, he should consider the Branch Managers’ findings in making his decisions.” 

One final comment: “The Internal Auditor should review the work of both parties.” (That is, the Branch Managers and the BSA Officer.) “If you expand the BSA/AML function, you must also expand the scope of the BSA Audit.” 

Case #2 – We rate with the best.

In 2002, banks had to create a list of accounts that warranted additional BSA/AML scrutiny (a.k.a. the High Risk List). Today, they’re being told to assign a Risk Rating to these accounts. 

We asked several Regulators to provide us with a Risk Rating Scale, and no one could. We were told “There’s no formal scale; it’s whatever the bank wants to use.” So, after consulting with several sources, we offer the following scale for your consideration. (Note: we incorporated the scale in the latest version of our software.)

0 – Account not reviewed for suspicious activity.

1 – Account reviewed and deemed not suspicious, based on bank’s knowledge

      of the customer’s business. 

2 – Account reviewed, and additional monitoring recommended.

3 – First SAR filed.

4 – Second SAR filed.

5 – Third SAR filed.

6 – Account forcibly closed by bank.

The last rating—account forcibly closed—is something new from the Examiners. There’s no requirement in the BSA to forcibly close an account with multiple SARs. However, the Regulators encourage banks to do so. As one Regulatory Official said “It’s a safety and soundness issue. There’s no reason for banks to keep customers that they believe are operating illicitly.”

Case #3 – It’s hard to argue with the numbers. 

“This was the worst Exam I’ve endured,” said a BSA Officer we recently spoke with. “We spent over $3,000 to gather the data they requested. And at the end of the exam, we disagreed with their conclusions.”

We sympathize with the BSA Officer; some exams are more stressful than others. In this instance, the Examiners used a new review procedure. It’s our understanding this procedure is not commonly used, but, that could change. It’s outlined below.

1. The Examiners ask the bank to identify all customers that are signers on both consumer and commercial accounts.

2. Deposits to the consumer accounts for the past year are reviewed, and the bank makes a list of months where cash of $5,000 or more was deposited.
 

3. If there are multiple months where a customer deposited cash of $5,000 or more, the Examiners expect the bank to file a SAR. 

“For the period examined,” said the BSA Officer “we found nine customers that deposited cash of $40,000-$94,000 into their personal accounts. It seems likely the cash came from the businesses; we know that most consumer customers don’t deposit large amounts of cash. The Examiners said that such transactions should be considered suspicious and reported.”

 
”The President is furious over this. He got into a shouting match with the Examiners, the likes of which I’ve never seen. The Examiners emphasized that you must file a SAR when you suspect criminal activity, and this appears to be laundering or tax evasion. The President strongly disagreed. We haven’t filed the SARs yet, and I fear a formal Regulatory Sanction is coming.”

About Our Company

Wayne Barnett Software is a Texas Corporation. Our BSA/AML system is called the Cash Transaction Monitor (CTM). Prices start at $5,000, with a small annual fee after the first year. Our customers range in size from $40 million to $6 billion in assets. The system works by extracting data from existing sources. It requires no additional data-entry. 

We also have a kite-detection system (the Kite Transaction Monitor). It too works by extracting data from existing sources, and its price starts at $4,000. 

If you have a BSA question, a story to share, or, would like to see a live demonstration of our systems via the Internet, please call us at 877-945-4344. You can reach us via e-mail at wbarnett@barnettsoftware.com. Our web site is www.barnettsoftware.com.
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