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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 – It’s all in the numbers.
Several banks have recently been criticized for “inadequate effort to comply with the Bank Secrecy and U.S. Patriot Acts.” In some instances the banks were directed into a Memorandum of Understanding (MOU). A small number were served with Written Agreements.

The impetus behind the criticism is the number of man-hours allocated to BSA/AML compliance. Said one Senior Regulator: “It’s unreasonable for a bank with $6 billion in assets to budget 120 man-hours a week for BSA.” 

“In days gone by,” said the Regulator “we allowed large banks to ignore smaller transactions. We can’t do that anymore. A terrorist who’s laundering $50,000 a year from drug sales is a dangerous threat. If we conclude your bank is unlikely to find such activity, we will demand change.”

So, how many hours should a bank allocate to BSA/AML questions? “There’s no official formula for determining sufficient man-hours,” said our source. However, a couple of other contacts shared an unofficial guideline. It’s noted below. 
· Banks without a BSA/AML system should allocate 8 man-hours a week for compliance, for each $65 million in assets.

· Banks with a system should allocate 8 man-hours for each $100-$120 million in assets. The amount increases to $150-$180 million, when management demonstrates high competency with its system.
Case #2 – The same, only different.

 “It’s common for us to see two similar customers with vastly different risk ratings,” said an Examiner we spoke with, “and that’s usually not a good thing. The bank I was just at has two C-stores that are also MSBs. One gets cash of $80,000 a week; the other gets $65,000. One is rated high-risk; the other, medium.” 

“When I asked for an explanation, the BSA officer said ‘…it’s the difference in cash. Anyone getting more than $75,000 a week is automatically rated high risk…’ Needless to say, that wasn’t the answer I was looking for.”

What are some of the primary factors to consider when assigning a high-risk rating? The Examiner mentioned the following

a. Length of time customer has been with the bank.

b. Length of time customer has owned the business.

c. Customer’s willingness to share financial information, and, the parity between revenues and deposits.
d. Number and structure of cash transactions.

e. For MSBs, the parity between cash and deposited checks.

f. Frequent wire transfers to/from the U.S.

g. Number of other banks the customer is known (or thought) to do business with.
“If your risk-rating strategy only focuses on cash, it’s insufficient. An account used to launder $100,000 could be more dangerous than one used to launder $1 million.”
Case #3 – Now you see it, now you don’t. 
A bank recently discovered it had helped launder $1 million. The facts are these.

· A customer deposited large amounts of cash ($9,000-$9,900), via the ATM.

· The bank’s BSA system did not include ATM deposits. The bank had the ability to add these transactions manually, but, did not do so.

· The customer structured the transactions so that no deposit exceeded $3,000. He routinely made 4-5 deposits a night at different branches
The Regulators are determining the commonality of this problem; the preliminary results are alarming. “I’m guessing cash deposited at ATMs is excluded at 10-15% of banks,” said a Senior Examiner we spoke with. “If your bank has this problem, you better fix it quickly.” 
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 systems 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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