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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 might effect their Bank Secrecy Act program. If you have a BSA question, or a story to tell (we promise anonymity), call us at 877-945-4344. 

Case #1 – It’s not just a suggestion, it’s the law.

Effective April 24, 2002 banks are required to have a formal, board-approved Anti-Money Laundering (AML) Policy. This requirement is set forth in Section 352 of the 

U. S. PATRIOT Act, which reads as follows:

“In order to guard against money laundering through financial institutions, each financial institution shall establish anti-money laundering programs, including, at a minimum--


     (A) the development of internal policies, procedures, and controls;


     (B) the designation of a compliance officer;


     (C) an ongoing employee training program; and


     (D) an independent audit function to test programs”

The Regulators we’ve spoken with emphasized that a BSA Policy does not substitute for an AML Policy. Rather, they expect to see both.

We have developed a draft AML policy for our customers. Some of the scenarios we recommend they monitor are listed below.  

1. Consumer customers that, on a monthly basis, consistently deposit or withdraw more than $5,000 in cash.


2. Cash deposits for commercial customers that are 50% above their average cash deposit for the month, or, 25% above their previous high deposit.

3. Small business customers that make cash deposits at multiple branches each day, with the total deposit always being less than $10,000. 


4. Commercial customers with cash deposits that are consistently the same amount.

The Regulators made two other points that we’d like to pass on:

1. If a customer conducts business in a way that appears to be money laundering, but you believe it’s not, you should have documentation that supports your position. (This is part of the new Enhanced Due Diligence (EDD) rules. A history of prior comparable transactions is not sufficient evidence of legality.)

2. The independent testing of your “money laundering detection procedure” must be formally documented and supported with workpapers.


Case #2 – What they don’t know can hurt you.

In 1999, FinCEN defined a Money Services Business (MSB) as any business that knowingly allows cash-related transactions to a single person or entity, in excess of $1,000 day. A lot of convenience and liquor store owners believe the $1,000 limit applies to individual transactions. But they’re wrong. If a store knowingly sells three (3) $350 money orders to the same person, on the same day, they’re an MSB.

All MSBs were required to register with the Treasury Department by December 31, 2001. However, it’s estimated that half of the businesses required to file did not do so.

Why is this important? In most instances, an MSB cannot be given a CTR exemption. 

If you give a CTR exemption to an MSB, based on its statement that it’s not one, are you safe? Probably not. As one examiner said to me “The fact that a bank was mislead by its customer is irrelevant. The law has to be followed, and violators are subject to fines and sanctions.”

If you discover your bank granted a CTR exemption to an MSB, revoke it immediately and start filing the reports. You will also need to file an SAR, if the exemption was based on the customer’s misrepresentation of its business.

About our company

Wayne Barnett Software is a Texas Corporation. Our BSA program is called the Cash Transaction Monitor (CTM). Pricing starts at $4,000, with a small annual fee after the first year.

· 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 $5,000 or more.) 

· You can also use the system to monitor transactions for single or related accounts, for any period you choose. (For example, you can review all of a customer’s cash transactions for the past month, three months, year, or longer.)

· You can use the system to extract summary information, based on criteria you select. (For example, you can review all accounts that had 15 or more cash deposits during the past month, or, cash deposits totaling more than $15,000.)

· And, you can use the system to generate SARs and CTRS, on plain white paper. (We also offer magnetic filing of CTRs, via PC diskette.)

If you have a BSA question, a story to share (we promise anonymity), or, would like to see a live demonstration of the CTM via the Internet, please call us 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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