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The BSA Examiner is a newsletter published by Wayne Barnett Software Co. The goal of our newsletter is to inform independent bankers of issues that might effect their Bank Secrecy Act  program. If you have a BSA question, or a story to tell (we promise anonymity), please call us toll-free at 877-945-4344. 

Case #1 – $10 million? Ouch, that had to hurt.

In a copyrighted article for the Wall Street Journal, Paul Beckett reports that U. S. Trust Company of New York was fined $10 million and issued a Cease and Desist Order (C&D) for violations of the Bank Secrecy Act. In the article Mr. Beckett writes 

“Some of the alleged offenses concerned the bank’s frequent failure to report … currency transactions of more than $10,000.” 

Mr. Beckett also reports that U.S. Trust failed to file Suspicious Activity Reports (SARs) “…for transactions structured to avoid CTR reporting, and, transactions that weren’t in keeping with the customer’s normal pattern of activity.”

Said Mr. Beckett “The regulators ordered the bank, among other things, to establish a system that aggregates daily cash transactions …and to implement a program to ensure that potential suspicious or unusual activities are identified and reported.”  

For the past two years, Regulators have advised bankers that SAR filings were going to supplant CTR filings as the main emphasis of BSA exams. It appears that’s happening now. And as U.S. Trust found, the consequences for non-compliance are severe. The fine assessed U.S. Trust, which is not tax deductible (no Regulatory fine is), is comparable to a $15 million operating loss.  

Case #2 – So close, but so far away.

A regional bank with $400 million in assets and several branches is facing a C&D (and commensurate fines) for failing to comply with the BSA. The bank is currently operating pursuant to a Memorandum of Understanding (MOU).  The MOU replaced a Board Resolution from last year. 

Management acknowledges that its BSA program had been weak, but, they thought it was under control. “We hired consultants and had on-site training for all employees” said the bank’s Cashier. “What we didn’t do was implement a system to monitor for suspicious activity. And that’s the problem.”

Said the Cashier “In the first six months of the year, we filed three SARs. At our just-completed BSA exam, the Examiners recommended we file 18 more. We didn’t know 

about these other situations, and the Examiners say we should have.” 

Section 103.22, Paragraph d.9.ii of the BSA requires banks “…to establish a monitoring system that is reasonably designed to detect … transactions in currency … that would require a bank to file a suspicious transactions report.” And the Examiners are harshly criticizing systems that fail to measure up.

“We mainly rely on tellers to identify suspicious activity ” said the Cashier. “The Examiners built spreadsheets and had us research more than a thousand transactions. It’s no wonder they found more than we did.”

“We thought our primary obligation under the BSA was to file CTRs. We found out differently at this exam.”

“The Examiners said if we’d found 18 and they’d found 3, there wouldn’t be a problem. But that’s not the case. And based on what happened at U.S. Trust, we’re concerned that the fine may be large—possibly as much as 3% of this year’s earnings.”

“We don’t disagree with the Examiner’s findings. But we wish we’d had a better understanding of what they were looking for, before they came in. So warn your readers.”

About our company

Wayne Barnett Software is a Texas Corporation. Our BSA compliance program is called the Cash Transaction Monitor (CTM). 

The CTM works by analyzing your bank’s daily transaction file. Cash-transaction information is extracted from the file and stored in a database. The CTM requires no additional encoding.

You can use the system to monitor transactions for a single day, for any amount you choose.  (For example, you can  review all accounts that had transactions totaling more than $5,000.) 

You can also use the CTM to monitor transactions for single or related accounts, for any period you choose. (For example, you can review all cash transactions for a single account or related accounts, for the past twelve months.)

The CTM generates CTR and SAR reports, using plain white paper and a laser printer. The IRS estimates it takes 19 minutes to complete the pre-printed CTR form. Our customers tell us that with the CTM, for repetitive transactions, it takes less than 60 seconds. The time savings for SARs is comparable.

For banks that produce a high number of CTRs, we also offer electronic CTR filing. (You send a single diskette to the IRS, instead of a stack of forms.)

If you have a BSA question, a story to share (we promise anonymity), or would like information about our systems, please contact us toll-free at 877-945-4344. You can also reach us via e-mail at ctm@barnettsoftware.com. Our web site is www.barnettsoftware.com.                                                  
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