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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 affect 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 – Good underwriting is no excuse.
We’ve heard from several bankers in the last few months that were cited for BSA violations, after they failed to report suspicious loan applications. A few examples are noted below.

· An independent appraisal showed the value of a commercial building had increased 70% since its prior sale. The prior sale was within 30 days.

· A prospective borrower noted on a loan application that she had $8,000 in credit card debt. The amount was actually $60,000.

· Cattle offered as collateral on a loan was already pledged as collateral on another loan. The borrower did not disclose the first lien.

· A prospective borrower noted on a loan application that his annual income was $300,000 a year. However, he refused to supply proof of this.

“In the old days,” said a banker “when these things happened you declined the loan and moved on. Now you have to treat it as an attempted crime against the bank. We were cited for a BSA violation, because we didn’t report loans denied (that is, file a SAR) due to possible fraud.” 

Case #2 – They aren’t yours, but treat them like they are.

The Regulators are increasingly asking banks to keep track of checks cashed for non-customers, when the cash-out exceeds a given amount ($1,500 - $5,000, depending on your Examiner, size and location). Several bankers have asked us for help with this issue; below is a procedure developed by one of our customers.

· All checks of $2,500 or more cashed for non-customers are first deposited into a tracking account. The account is then debited for the amount of the check.

· The tellers make a copy of the Payee’s driver’s license (D/L) prior to disbursing funds. The amount of the check is written on the copy. The Tellers send the copies to the BSA Officer at the end of each day. 

· The BSA Officer verifies that all copies were received by comparing them to the activity in the tracking account.
· If the bank has not previously cashed a large check for the Payee, it will create a new tracking entry on its BSA/AML system. (Note: the bank uses our Cash Transaction Monitor System. It can add non-customers to the system without making changes to the core banking system.)

· The numeric portion of the D/L number is used as an account number. 
· The name on the account has an asterisk in the first position. (Note: this helps make non-customer records more recognizable.)
· The account is assigned to a common CIF group.

· The transactions are logged into the BSA/AML system.
“We’ve yet to file a SAR on a non-customer for suspiciously cashing checks,” said the banker. “But if the situation arises, we feel confident we’ll recognize and report it.”

Case #3 – A New Year, a new headache.
A recent report by the Treasury Department identifies Stored Value Cards (SVCs) as a common financial tool used by Terrorist and Drug Dealers. SVCs operate like a debit card; they can be used to withdraw cash from an ATM, or pay for lunch at most restaurants. (www.treas.gov/press/releases/reports/js3077_01112005_MLTA.pdf).
Under current regulations, SVCs can be sold without conducting Customer Due Diligence (CDD) and Customer Identification Procedures (CIP). 
SVCs purchased in this country can be used abroad; this makes them a prime tool for transferring money out of the country. Likewise, SVCs sold in foreign countries can be used in ATM machines here, to provide cash to Terrorists and Criminals operating in the U.S.

In the near future, limits for SVCs will be codified (e.g., amount limits, CDD/CIP requirements). In the interim, banks should implement their own AML procedures for SVCs. Also, banks should ensure that their customers selling SVCs are abiding by the rules for Money Service Businesses.
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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