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Absorbing And Sharing BSA/AML Resources

 regulatory risk management BSA-AML

Summary: Sharing BSA resources can be helpful for community banks. A recent

interagency statement provides some options and steps to stay safe.

Community bankers hear all the time about how regulations are being eased, but we wanted to put it to the

test. We went to one regulator's website and looked at the number of pages of regulations bankers had to

absorb in the first half of the year and then doubled it to approximate the annual load. Drum roll please... your

team will need to deal with about 1,500 pages of rules just to keep up. We thought you might be interested to

know how much you were dealing with as a team this year, as you prepare for 2019. Good luck bankers!

Along these lines, federal regulators recently issued an Interagency Statement that provided information on

effectively sharing Bank Secrecy Act resources, as well as the benefits and the risks associated with

collaborative resource sharing arrangements. This is important for community banks as compliance costs have

been steadily increasing and denote a larger percentage of total costs than at bigger banks.

In fact, according to a survey by LexisNexis Risk Solutions, smaller firms with assets less than $10B (including

banks) spend an average of $695k on AML human resources, with 58% of the total AML compliance operations

costs being labor. Since labor costs tend to increase over time, this is an area of focus for smaller firms and

banks.

One way to help manage your costs is to share resources. If you have already been doing this, then hats off to

you for engaging in this resourceful and cost-effective practice. If not, it may be something to consider.

Banks have found ways to leverage resources such as sharing a BSA trainer or staff performing specific internal

controls among a small group of banks. Some examples of tasks to share include:

1) reviewing, updating, and drafting BSA/AML policies and procedures; 2) reviewing and developing risk-based

customer identification and account monitoring processes; 3) tailoring monitoring systems and reports for the

potential risks.

This sharing can also provide smaller banks with specialized expertise that it may not otherwise have in-house.

Having a collaborative arrangement for a BSA Officer may work between affiliated banks, but generally would

not work for most community banks. If community banks do consider sharing a BSA Officer, they should

carefully consider this option, as the confidentiality of SARs could be an issue.

Sharing resources such as databases is also helpful and cost-effective. According to the same LexisNexis

survey, as many as 59% of smaller financial firms rely on shared interbank compliance databases for greater

efficiencies.

If you choose to share BSA/AML resources, you will want to remember: the bank's risk profile, suitable

documentation, any legal restrictions, and the formation of appropriate oversight mechanisms. Remember also

that ultimately, each bank is responsible for ensuring its own compliance with BSA requirements, and that

sharing resources does not relieve the bank of this responsibility. Lastly, your BSA sharing plans and
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agreements should be consistent with sound principles of corporate governance and reviewed in advance by

the bank's board of directors.

CHECK IMAGING FOR CANADIAN CASH LETTERS

PCBB's enhanced cash letter service for Canadian checks can help your bank minimize its credit exposure,

increase operational efficiency and deliver faster fraud notification. Learn more about our check imaging for

Canadian cash letters.
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