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The Honorable Maxine Waters The Honorable Patrick McHenry
Chair Ranking Member

Committee on Financial Services Committee on Financial Services
U.S. House of Representatives U.S. House of Representatives
Washington, DC, 20515 Washington, DC, 20515

Dear Chair Waters, Ranking Member McHenry, and Members of the Commiittee,

My name is Nicholas Anthony. I am a policy analyst at the Cato Institute’s Center for Monetary
and Financial Alternatives. I appreciate the opportunity to provide input to assist the committee
with its hearing titled, “Oversight of the Financial Crimes Enforcement Network.”' The Cato
Institute is a public policy research organization dedicated to the principles of individual liberty,
limited government, free markets, and peace, and the Center for Monetary and Financial
Alternatives focuses on identifying, studying, and promoting alternatives to centralized,
bureaucratic, and discretionary monetary and financial regulatory systems. The opinions I
express here are my own.

Measuring Effectiveness and Accountability

The Financial Crimes Enforcement Network (FinCEN) is charged with combatting financial
crimes like money laundering and terrorist financing. In practice, that has resulted in FinCEN
becoming a depository of financial information on Americans both large and small. FinCEN
reported that it received more than 20 million Bank Secrecy Act (BSA) reports in 2019 alone.? And
itis estimated that complying with the BSA in 2019 cost the U.S. financial industry $26.4 billion—
—up from an estimated $4.8 billion to $8 billion in 2016.> However, what is not known is what
was done with those 20 million reports. FInCEN referred to the reports as providing “potentially
useful information to agencies whose mission is to detect and prevent [financial crimes],” but it
did not say if those reports were in factuseful to that mission.*

' U.S. House Committee on Financial Services, “Oversight of the Financial Crimes Enforcement Network,” Full
Committee Hearing, April 28, 2022, https://financialservices.house.gov/events/eventsingle.aspx?EventID=409259.
% Financial Crimes Enforcement Network, “What is the BSA Data?,” https://www.fincen.gov/what-bsa-data.

® LexisNexis Risk Solutions, “True Cost of AML Compliance Study,” 2019, https://risk.lexisnexis.com/insights-
resources/research/2019-true-cost-of-aml-compliance-study-for-united-states-and-canada; Norbert Michel and
David Burton, “Financial Privacy in a Free Society,” Heritage Foundation, September 23, 2016,
https://www.heritage.org/markets-and-finance/report/financial-privacy-free-society.

4 Financial Crimes Enforcement Network, “What is the BSA Data?,” https://www.fincen.gov/what-bsa-data.
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A 2018 study from the Bank Policy Institute (BPI) provides strong evidence that those reports
were not useful.® After surveying a sample of 19 financial institutions, BPI found that a median of
4% of suspicious activity reports (SARs) and an average of 0.44% of currency transaction reports
(CTRs) required additional review from law enforcement (Figure 1). Even fewer reports likely
resulted in stopping or apprehending criminals.

Figure 1
Effectiveness of susplclous activity reports (SARs) and currency transactlon reports (CTRs)
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It’s time for FinCEN to begin reporting on its own activity.® FinCEN should annually report, at
the least, how many SARs and CTRs:

Required a desk rejection

Required secondary review

Led to law enforcement action

Led to a unique criminal conviction

ok e e

Led to a criminal conviction in conjunction with an existing investigation

* Bank Policy Institute, “Getting to Effectiveness—Report on U.S. Financial Institution Resources Devoted to

BSA/AML & Sanctions Compliance,” October 29, 2018, https://bpi.com/wp-content/uploads/2018/10/BPI-AML-
Sanctions-Study-vF.pdf.
¢ For additional recommendations, see Norbert Michel and Nicholas Anthony, “Review of Bank Secrecy Act

Regulations and Guidance,” February 7, 2022, https://www.cato.org/public-comments/review-bank-secrecy-act-
regulations-guidance.
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While more information would be preferable, these surface-level statistics could greatly improve
how Congress and the public evaluate the effectiveness of FinCEN and the anti-money
laundering (AML) regime at large. Americans deserve to know how the government justifies
enforcing this regulatory framework, but their elected representatives cannot properly judge the
effectiveness of FinCEN without more information.

Respectfully,

Nicholas Anthony

Policy Analyst

Center for Monetary and Financial Alternatives
The Cato Institute
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