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The BSA Examiner is a quarterly newsletter published by Wayne Barnett Software, a Texas Corporation. If you have a question to ask or a story to tell (we promise anonymity), please call us at 877-945-4344. 

Case #1—It’s not getting any easier.
At two recent conferences, representatives from the federal banking agencies described how their organization intends to implement the Beneficial Ownership rules. We’ll summarize three key points from the conferences. As you read these comments, please remember two things:
1) The regulators are most concerned about high-risk customers.
2) These are recommendations; failure to implement them does not create a violation of law. However, the examiners see a lot more than you or me and it’s a good idea to listen to them.
· One federal agency believes that, for high risk customers, beneficial ownership data should be gathered for anyone with a 10-15% ownership. When we asked why, this was their response:
“People involved in illicit activity can hide their corporate control by creating multiple straw-owners. When you lower the recording threshold from 25% to 10%, the people who actually control multiple entities become much more apparent.”
Will there be repercussions for banks that don’t implement this strategy? “We’ll ask management if they’re certain the controlling owners of every high-risk customer have been identified,” said the regulator. We’ll review their response and proceed accordingly.”
· Another federal agency believes that a person who can sign on multiple unrelated commercial accounts is, in fact, a beneficial owner of those entities. A representative for this agency gave this explanation:
“FinCEN has identified two types of beneficial owners: those who own a company, and, those who control it. Since every commercial entity has a senior decision-maker, every entity will have at least one beneficial owner. But when searching for unusual corporate activity, banks must recognize that a person’s title (for example, CEO) does not equate to management control. The best indication that someone has control is that person’s ability to initiate transactions.”

“We aren’t asking banks to do CIP on signors for commercial accounts. However, when one person can initiate transactions for multiple unrelated entities, it’s likely the entities are more related than initially thought. Our banks will be expected to search for people who are signors for multiple entities; those people, regardless of title, should be treated as beneficial owners.”
· The agency concerned about signors is also concerned about accounts owned by sole proprietors (which are often referred to as DBA accounts). Here’s their take on this:
“We know that DBA customers are excluded from the beneficial ownership rules. But all commercial customers, including DBAs, must be reviewed for unusual activity. If a DBA customer is found to have unusual activity, the bank should determine if the owner of the DBA is also a beneficial owner of a commercial entity. If common ownership exists, transactions between the two must be scrutinized.” We asked for an example and the regulator responded: “A DBA convenience store and an incorporated wholesaler.”
Case #2—These coins aren’t spare change.

The question we’ve been most asked since our last newsletter: “How do we monitor bitcoin transactions?” Please allow us to offer our insights.
· You can acquire bitcoins for cash, or, for goods or services rendered. You can redeem bitcoins for these same things. (Note: we think of bitcoins as digital and tradable IOUs.)
· The value of bitcoins is volatile; it’s dependent on the number of people who, on any given day, will accept bitcoins for goods or services. Daily valuation swings of 20% are common. Single-day decreases of 40-60% have happened three times in the past year.
· One appeal of bitcoins is that they’re accepted throughout the world. However, they aren’t widely accepted in the U.S.  (In all of Texas, just one restaurant accepts bitcoins.) 
· Another appeal is the anonymity of transactions. But that characteristic aids using bitcoins for illegal purposes (for example: purchasing drugs, illegal weapon sales and Internet gambling). It’s this dark side of bitcoins that’s creating extra work for bankers.
So, what do the regulators want? They want you to monitor wire and ACH transactions, and to keep an eye on customers buying and selling bitcoins. How can banks do this? By monitoring the originator and beneficiary of these transactions, to see if a bitcoin trading firm is involved. Unfortunately, there are 4,000+ bitcoin trading firms … so, without software like ours, this will be a daunting task. 
Case #3—Making his list, checking it … once.

The second most asked question: “Should we do FinCEN 314(a) checks on people whose only relationship with the bank is they’re a beneficial owner of a commercial customer?”
Short Answer: No. 31 CFR Part 1010.520 allows banks to respond to 314(a) requests, when a person or company on the 314(a) list had an account or covered transaction in the past twelve months.

If neither scenario is true (no account, no covered transaction), a bank is prohibited from reporting a 314(a) hit on a beneficial owner. To do so would be a violation of the Right to Financial Privacy Act (12 USC 3413(d)) and, possibly, the Gramm-Leach-Bliley Act (15 USC 6802).
 But please remember: all beneficial owners should be checked against the OFAC list.
For less than half of what Verafin and Bankers Toolbox charge, we’ll supply equally great systems—and we’re a lot easier to work with. If you’re concerned about beneficial ownership & commercial CIP, we got you covered.
We’re Wayne Barnett Software. Our products are affordable, easy to use—and your data stays in your bank! Plus, we offer a 30-day free trial and one-year contracts. 
Our short contracts make it easy for you to leave, if we ever let you down. But trust us folks: we won’t let you down. Please contact us at 877-945-4344 or wbarnett@barnettsoftware.com.[image: image1.png]
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