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Of the act’s 16 titles, two—Title X, 
which creates the Bureau of Consumer 

Financial Protection, and Title XIV, which enacts 
mortgage reform—are particularly critical to bank com-

pliance risk management. (The individual titles can be found at 
www.aba.com/RegReform/RR_TitleMenu.htm.) Full comprehension of 

the legislation and its implications may take a while. Fortunately, the effective 
dates for some of the compliance-related provisions provide time to do that, because 

many of the act’s provisions become effective upon certain events, such as the writing of a 
new rule or a “transfer” date (i.e., when regulations are transferred to the new consumer bureau 
covered later in this article). For now, it is important to be aware of the legislation’s overall ob-
jectives and understand which provisions directly affect compliance. This initial article, along 
with articles in later editions, will assist compliance professionals in that process. 

Let’s start with four key questions with responses that provide you with a heads-up:
■■ What do you need to be aware of regarding the overall legislation?
■■ What are the key compliance provisions?
■■ What other pertinent information should compliance professionals be aware of?
■■ What should you be thinking about and taking action on now?

What Do You Need to Be Aware of Regarding the Overall Legislation? 
All banking professionals need to be aware that the act promotes substantial initiatives, such 
as the following four objectives: 
1.	A new, risk-based approach to financial services regulation: The federal 

bank regulatory agencies, and in particular the Federal Reserve, have been given extensive 
new authority to monitor the systemic safety of the financial system and to take proactive 
steps to reduce or eliminate threats. These steps include imposing strict controls and high 
standards of prudence on large bank holding companies (BHCs) with total consolidated 
assets equal to or in excess of $50 billion and on designated systemically significant nonbank 
financial companies to limit the risk they might pose for the economy and to other large, 
interconnected companies.

2.	Increased bank supervision: The reform act restructures the supervision of holding 
companies and depository institutions in several respects, such as by

• enhancing the authority of the Federal Reserve to examine nonbank subsidiaries, such as 
mortgage affiliates, and also giving other bank regulators the opportunity to examine and 
take enforcement action against such entities 

How It  
Affects You

SWEEPING REF ORM

BY JOHN ATKINSON,  
BONITA G. JONES, AND  
CARL G. PRY, CRCM

 ON JULY 21, 2010, President Barack Obama signed into law 
the Dodd-Frank Wall Street Reform and Consumer Protection Act.  

With 16 titles covering various aspects of banking, the reform  

act is very broad, complex legislation that puts in place a sweeping  

new financial services regime. Remember the quote by the  

German philosopher Friedrich Nietzsche,  

“That which does not kill us makes us stronger.”  

Perhaps this was Congress’s intention.  

We can only hope.
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Most compliance professionals would have 
been thrilled with such an exam, so I didn’t un-
derstand his concerns. The problem, he said, was 
whether or not the information his institution 
produced in its filings was getting to the right 
people. He went on: Were they providing useful 
information in their SARs? Do the SARs they 
file matter? Are banks getting it right? 

His questions got me thinking: what can 
financial institutions do to ensure that their 
SARs are useful and provide law enforcement 
with what they really want to know? Maybe the 
real question here is this: we set up a system for 
reporting suspicious activity in banks nearly 
15 years ago; is it working? 

The presentation I had just finished was 
a standard one we created on the value of 
BSA data. We started giving this talk as 
a response to the many questions we 
received from committed compliance 
professionals who wanted to know 
whether their efforts were showing 
results. After all, in the last decade the 
world of AML totally changed. The USA 
PATRIOT Act greatly increased compliance 
obligations. Examiners devoted more time 
to AML than they ever had before. Similarly, 
banks and other financial institutions are 
filing more SARs than could have been imag-
ined when the first SAR form was released. Yet, more often 
than not, banks are not hearing back from law enforcement. 
Looking at it that way, it seems only natural for a compliance 
officer to wonder whether the system is working. From the 
compliance officer’s perspective, the numerous changes beg 
a few questions: What ever happened to that SAR I filed? Was 
it read? Is law enforcement pursuing the matter? Did they get 
what they needed? Did they understand what I wrote? 

These are fair, yet frustrating, questions. They are fair because 
banks devote serious resources to their AML efforts. They are 
frustrating in that law enforcement cannot reveal much about 
an investigation. If you get a request for supporting documenta-
tion from law enforcement, you know they are probably looking 
into the matter you reported. But aside from that, compliance 
professionals most likely will never know what happened with 
their SARs. Unless you see your customer taken away in handcuffs 
on the evening news you might have the feeling that your SARs 
disappear into thin air. 

The problem, of course, 
is that law enforcement of-
ficials cannot compromise 
their investigations by telling 
you too much. When I have 
heard this complaint before, 
I have felt the need to ask, “If 
law enforcement got back 
to you and told you that the 
subject of the SAR was under 
investigation, what would you 
do with that information?” 

Suppose you are at your 
desk one day and you get 

a call from law enforce-
ment and they tell 
you that the SAR 
you filed on John 
Doe was excellent. 
Your work helped 
them put the pieces 
together. Now what? 

What do you do with 
that information? I would 
argue that you don’t want to 
know what is going on with 
an investigation. You were 
suspicious of Mr. Doe so you 
filed a SAR. Well, now you 

know that Mr. Doe is a bad guy and 
is under investigation. The price of that reward is a terrific 
responsibility. Now you have the burden of not letting any 
additional knowledge out. Knowing what you do, you have 
to make sure you don’t slip up and say something that could 
compromise the investigation. By knowing that little bit of 
information, your responsibilities have greatly increased. And 
frankly, I think it is safe to say that most compliance officers 
do not need any more responsibility.

I started to answer the question about banks getting it 
right by trying to put our regulatory framework in a historical 
perspective. Our current suspicious activity reporting system 
began in 1996. Prior to that, institutions had the options of 
checking a box on the old CTR indicating that the transaction 
was suspicious, sending in a criminal referral form, or picking 
up the phone and calling law enforcement to tell them about 
the activity. With the advent of the SAR, banks had the op-
portunity to memorialize what they saw. 

What ever happened 
to that SAR I filed?

Was it read?

Is law enforcement 
pursuing the 

matter?

Did they get what 
they needed?

Did they understand 
what I wrote? 
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I HAD JUST FINISHED SPEAKING AT A CONFERENCE ON THE VALUE OF BSA DATA 
and during the next break an attendee asked whether I thought banks were getting it right. I was 
confused by his question and asked him to tell me more. The attendee mentioned that he was a 
compliance officer at a bank and that he placed a great amount of effort into building and running 

an effective anti–money laundering (AML) program. His bank got through its most recent exam without an 
issue; the examiners thought that the compliance program looked good. The bank’s records were in order, its 
SARs and CTRs had been accurately and timely filed, it had a good independent audit, appropriate personnel 
were trained, and its policies and procedures were consistent with the bank’s risk profile. 

BY THOMAS D. FLEMING

Making a Difference
or Asleep at the Wheel?

SARs
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BSA/AML 
ENHANCED 

DUE DILIGENCE 
WITH SECURITIES

By STEPHANIE ANDREWS-HIGGINS, CRCM,

INTRODUCTION: 
Background & Justification

THE NEWS MEDIA provides reminders 
that ponzi schemes are alive and well in 
both the US and across the globe. While 

these reports of fraudulent misappropriation of 
investor funds by a single individual or small group 
of “money managers” continue to persist, the bil-
lions lost in the scheme orchestrated by convicted 
felon Bernard Madoff is an example of a worse 
case scenario for bank compliance programs in 
addressing and managing client and reputational 
risk. Whether or not your bank would have been 
able to identify any unusual or suspicious trans-
actional activities such as those in the personal 
and/or business accounts for Madoff or his firm, 
this highly publicized example of fraud is one that 
has added fuel to the need for financial regulatory 
reform and placed greater emphasis on the need for 
good bank BSA Customer Identification Programs. 

This article will focus on the securities industry 
and other such financial intermediaries and address 
some lessons learned from the changing financial 
landscape. Given the world’s current economic 
situation, bank’s are seeing increased desperation 
motiviating more and more individuals to search 
for opportunities to use US finanical systems for 
wrongdoing, including crimes involving fraud and 
deceit. There is continued emphasis on BSA/AML 
compliance by bank regulators and an expectation 
that banks willshould do more while performing 
due diligence to meet our obligations to “know” our 
customers. Particularly in the securities sector, the 

task of “knowing” your customer becomes more 
challenging for most bank BSA/AML compliance 
officers. Bankers are less familiar with the public 
resources available to perform research on regulated 
securities firms and related individuals and are less 
able to make sense of the information contained 
in such reports, such as reportable events disclosed 
in a BrokerCheck report or Form ADV.

The process of performing BSA/AML verification 
and due diligence on prospective and existing clients 
who are financial intermediaries requires specialized 
knowledge and techniques to mitigate and manage 
the risks. There are publicly available resources that 
allow banks to appropriately evaluate and validate 
who the client is, what business the client is engaged 
in and, most importantly, determine whether it all 
makes sense. There are also some specific questions 
that should be asked of the client and documenta-
tion that can be provided by the client in order to 
thoroughly perform the due diligence process.

In creating your bank’s BSA/AML risk assess-
ment, the customer risk profile should include an 
analysis of whether your bank maintains accounts 
for any financial intermediaries, such as those en-
gaged in the securities sector. Whenever a bank’s 
client is one that is in the business of managing 
the monies of others, an inherently higher risk 
exists that necessitates additional review and con-
sideration. Sector knowledge and experience are 
necessary for securities-related client types in order 
to appropriately understand, assess and document 
the unique and complex risks posed by each client 
(recognizing that not all have high residual risk). 

Given the world’s  
current economic situation,  
bank’s are seeing  
increased desperation  
motiviating more and more  
individuals to search for  
opportunities to use  
US finanical systems  
for wrongdoing,  
including crimes  
involving fraud  
and deceit.
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CHARLES DARWIN is commonly known for making the state-

ment, “It is not the strongest species that survives, nor the most 

intelligent—rather it is the one that is the most adaptable to 

change.” Darwin’s comment has proved true during the past several 

years as we watched compliance expectations increase in complex-

ity and overwhelm several institutions that failed to keep pace.

BY RYAN R. RASSKE

AML SYNERGIES & Between Banks  
Broker-Dealer Affiliates

While financial institutions constantly strive to 
close loopholes available to launderers, criminals 
continue to stay one step ahead. When we look at 
the anti–money laundering (AML) requirements 
for both banks and broker-dealers, we find a number 
of similarities that management could leverage and 
consolidate to strengthen the monitoring of suspi-
cious activity. There is a growing desire within the 
financial services industry to create a holistic view of 
risks across all segments of the company. This type of 
initiative strives to provide senior management and 
boards of directors with the information necessary 
to make strategic decisions and properly allocate 
resources. This strategic approach falls in line with 

the expectation for institutions to develop effective 
enterprisewide risk management (ERM) programs. 
The ability to aggregate and monitor risks as a whole, 
instead of taking a silo view, could help an institution 
discover a completely new set of risks that has not 
been identified previously.

This article explores the idea of leveraging AML 
regulatory requirements that exist within a bank that 
has broker-dealers as a separate internal business unit 
or a subsidiary. With demands to continuously im-
prove AML monitoring and surveillance, an institution 
could recognize key efficiencies and enhance its ability 
to monitor customers’ activity by using all available 
information between the bank and its broker-dealer.
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