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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 – Auditing the auditor.
The Regulators are developing a new BSA Examination Strategy; it’s scheduled to be released June 30, 2005.

The new strategy includes many changes; one in particular is causing a lot of commotion. Specifically, all BSA exams will now include in-depth testing. Said one source: “The new testing requirement takes 40 man-hours for small banks, and 120 for large ones.”
How will the testing work? The example we were give is outlined below.
· The Examiners will ask for a list of customers having daily cash transactions of $7,000 or more, during the past 12 months. (Note: the amount and interval are discretionary. For example, they could lower the amount to $2,500 and increase the interval to two years.)
· The Examiners will review the transactions for each customer, checking for undocumented and unreported suspicious activity.
· They will then sample hundreds of cash transactions, to verify that none were excluded from the list. The sample size will depend on whether the bank is using an automated BSA/AML system. It will be larger for banks relying on manual procedures and spreadsheets.
· Banks with an error rate exceeding 3-5% may be cited for a violation of law.
“Banks have long been required to have annual BSA audits,” said an official we spoke with. “In the past, we relied on them. But for the foreseeable future our exams will resemble audits. If we find significant discrepancies, or otherwise determine the audit is inadequate, we’ll pursue a formal action. Banks that have cut corners with their BSA audits may soon regret that decision.”
Case #2 – Sign on the dotted line…and they’re not saying please.

The U.S. Office of Inspector General (formerly known as the General Accounting Office or GAO) has recommended that bank CEO’s be required to “…periodically certify the implementation and oversight of an institution’s BSA compliance program.” Such certification will be similar to what’s required for financial reporting 
under Sarbanes-Oxley.

If this recommendation is implemented, it will allow for quick removal and criminal prosecution of CEOs at banks that have egregious BSA violations. How likely is this change? Very! Said an Official we spoke with: “The next AmSouth is not far away. Once it breaks, this change will quickly follow.”

Case #3 – The best solutions are simple.

We’ve talked with dozens of bankers looking for help with Money Services Businesses (MSBs). No one knows the best practice. However, one banker recently shared his procedure with us and it sounds pretty good. It’s outlined below.

· The bank only accepts MSBs where it supplies all banking services (that is, cash-out, cash-in, and accepting cashed-checks for deposit.)
· It verifies the daily cash-out and cash-in amounts are reasonable, based on the total amount of deposited checks. 
· If cash-in is excessive and the customer is not a money-transmitter, the account is closed. If the customer is a transmitter, the bank reviews its wire log. If there’s an unresolved discrepancy, the account is closed.

·  If the cash-out isn’t support by the amount of checks deposited, the account is closed.

· All checks deposited are reviewed, on days that are normal paydays (Fridays, 31st, 1st, 15th). 
· Non-MSBs are contacted when the bank finds a check for a $1,000 or more. The customer is told to register with FinCEN, or close the account. 

· MSB’s are contacted when the bank finds a check for more than $10,000; the customer is told to forward a copy of the CTR to the bank.
“Our BSA and Check Imaging Systems let us complete an MSB review in 10-15 minutes,” said the banker. “We were just examined and our BSA rating is good, so we’re doing something right. As long as the customer abides by our rules, we’ll take all the MSBs we can get. They are profitable accounts.”
About Our Company

Wayne Barnett Software is a Texas Corporation. We have products to help you with BSA/AML compliance, Kite and Fraud detection, and, Wire Transfer recordkeeping. Our customers range in size from $30 million to $8 billion, and are located throughout the country. 

We have the best systems, prices, and customer service in the industry. We’re the only company that lets you try our system for 30 days, at no cost or obligation. Please check our references, and give us a chance to add you to our customer list.
If you have a BSA question, a story to share, or, would like to see a live demonstration of our systems via the Internet, call us at 877-945-4344. You can also reach us via e-mail at wbarnett@barnettsoftware.com. Our web site is www.barnettsoftware.com.
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