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United States
General Accounting Office
Washington, D.C. 20548

General Government Division

B-255586
November 10, 1993

The Honorable Henry B. Gonzalez
Chairman, Committee on Banking,

Finance and Urban Affairs
House of Representatives

Dear Mr. Chairman:

On May 26, 1993, we testified before your Committee on
Currency Transaction Reports (CTR) filed pursuant to the Bank
Secrecy Act.! Financial institutions use the CTR to report
transactions that involve more than $10,000 in currency.
After our testimony, you requested information on the
characteristics of all CTRs filed during calendar year 1992.
You also requested that we provide statistical data on those
100 businesses that had been the subject of the most CTRs in
calendar year 1992 and that we describe the procedures that
can be used to exempt certain businesses from the reporting
requirements. This fact sheet responds to that request.

BACKGROUND

Federal efforts to detect and track the flow of large
deposits of money and monetary instruments were significantly
enhanced with the enactment of the Bank Secrecy Act in 1970.
Department of the Treasury regulations implementing the act
require several types of reports, including the CTR (IRS Form
4789) that is filed with the Internal Revenue Service's (IRS)
Computing Center in Detroit. A financial institution? is
required to file a CTR for each deposit, withdrawal, exchange
of currency, or other payment or transfer, by, through, or to
such institution that involves a currency transaction of more
than $10,000.

'Money Laundering: The Use of Bank Secrecy Act Reports by
Law Enforcement Could Be Increased (GAO/T-GGD-93-1, May 26,
1993).

‘As defined by Treasury, "financial institutions" include
banks, federally regulated securities brokers, currency
exchange houses, funds transmitters, check cashing
businesses, and persons subject to supervision by state or
federal bank supervisory authority.
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As of April 1993, 49.8 million CTRs had been filed. At our
testimony in May 1993 we noted that the number of CTRs filed
annually has been increasing and that the total number of CTRs on
file could exceed 92 million in 4 years. State and federal law
enforcement agencies use the CTRs to identify, investigate, and
prosecute money laundering operations and other criminal
activities generating large amounts of cash.

RESULTS IN BRIEF

During calendar year 1992, there were 8.98 million CTRs filed
that reported $417.6 billion in currency transactions by
businesses and individuals. (See app. II.) Banks filed 98
percent of the CTRs. As shown in figure 1, over half of the CTRs
were for transactions of $20,000 or less.

Figure 1: Distribution of 8.98 Million CTRs Filed in Calendar
Year 1992, by Transaction Amount

7.5%
$35,001 1o $50,000

Over $50,000

14.2%

58.0% $20,000 or less

$20,001 to $35,000

Source: IRS' Detroit Computing Center.

Businesses accounted for 8.29 million (92.3 percent) of all CTRs
filed and for $411.8 billion (98.6 percent) of the total dollar
amount of transactions reported. (See app. II.) A total of
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364,310 businesses were the subjects of the reports. As shown by
figure 2, most of these businesses had 50 or fewer CTRs filed.

Figure 2: Distribution of 364,310 Businesses With CTRs Filed in
Calendar Year 1992, by Number of CTRs Filed

5.01%
51 to 100 CTRs filed

3.91%
101 to 400 CTRs filed

0.27%
401 to 700 CTRs filed

0.10%
701 to 1,000 CTRs filed

0.18%
Over 1,000 CTRs filed

50 or fewer CTRs filed

Source: IRS' Detroit Computing Center.

When a CTR identifies more than one business or individual, a
separate record is established in the database for each entity
shown on the report. The 8.29 million CTRs filed on businesses
resulted in 9.2 million records. The 100 businesses listed on
the most CTRs during calendar year 1992 accounted for 1.2 million
(13 percent) of the 9.2 million business records. (See app. VI.)
These 100 businesses, primarily chain stores and restaurants,
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also accounted for $89.7 billion (22 percent) of the $411.8
billion total transaction amount reported for businesses. (See
app. VII.) Most of the transactions reported for these 100
businesses (94.9 percent) were deposits.

Treasury regulations permit banks, on their own authority, to
exempt certain types of businesses from CTR reporting
requirements for transactions that do not exceed a specified
dollar limit. Other types of businesses may also be exempted but
only with Treasury's approval. Some types of businesses are
ineligible for any type of exemption. (See app. I.)

Data on the number of businesses exempted are not collected.
However, of the 9.2 million records that resulted from business
CTRs filed in calendar year 1992, 1.2 million records (13
percent) were the result of transactions that exceeded the dollar
limit placed on an exemption. Also, as we noted in our May 1993
testimony, IRS officials estimated that between 30 and 40 percent
of all CTRs filed could qualify for exemptions.

SCOPE AND METHODQOLOGY

In preparing this fact sheet, we reviewed pertinent documents and
discussed with Treasury and IRS officials the process used to
exempt the accounts of certain businesses from CTR reporting
requirements. In order to describe the characteristics of CTRs
filed in calendar year 1992, we used data from the computer
database at the IRS Computing Center in Detroit and relied upon
IRS for the necessary computer programming. IRS also provided
data on the records for the 100 businesses that had been the
subject of the most CTRs in calendar year 1992. Treasury
officials, however, were unwilling to authorize disclosure of the
identity of any of the businesses. Consequently, we relied upon
IRS to determine the type of business of the entities. We did
not verify or corroborate any of the data IRS provided us.

We discussed a draft of this fact sheet with officials at the
IRS' Detroit Computing Center. These officials agreed with the
data and information we presented.

Copies of this fact sheet are being sent to the Department of the
Treasury, IRS, and other interested parties.




B-255586

Please contact me on (202) 512-5156 if you have any gquestions
concerning this fact sheet. The major contributors to this fact
sheet are listed in appendix VIII.

Sincerely yours,

Henry R. Wray
Director, Administration
of Justice Issues
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APPENDIX I APPENDIX I

EXEMPTION PROCESS FOR CTRs

According to a Department of the Treasury publication,?®
Treasury's experience in enforcing the reporting requirements of
the Bank Secrecy Act has shown that certain legitimate businesses
regularly engage in currency transactions with banks that exceed
$10,000. Treasury realizes that the routine reporting of such
transactions is not likely to be useful to law enforcement
agencies. Therefore, Treasury regulations include provisions
that permit banks? to exempt government agencies and the

accounts of certain bank customers from Currency Transaction
Reports (CTR). Treasury encourages banks to make full use of the
exemption provisions.

The CTR exemption process is to begin with the bank determining
whether a customer's account falls within the categories of
business accounts and transactions that qualify for an exemption,
either with or without prior approval from Treasury or the IRS.
The Treasury exemption handbook lists various types of businesses
for which a bank may grant either a unilateral or special
exemption. A bank does not have to obtain prior approval from
Treasury or IRS to grant a unilateral exemption. Unilaterally
exemptible businesses include retail type businesses, sports
arenas, race tracks, amusement parks, bars, restaurants, hotels,
check cashing services licensed by state or local governments,
vending machine companies, theaters, regqgularly scheduled
passenger carriers, or public utilities.

A special exemption is one requiring advance Treasury or IRS
approval. Examples of businesses eligible for special exemptions
include service businesses such as auto repair shops, bowling
alleys, car washes, dry cleaners, golf courses, and ski resorts.
However, certain types of businesses are ineligible for either a
unilateral or special exemption. For instance, dealerships that
buy or sell motor vehicles, boats, or aircraft, although sellers
of retail goods, may not be granted either a unilateral or
special exemption.

Once a bank determines that a customer's account falls within the
categories of unilaterally or specially exemptible businesses, it
may initiate the exemption process. According to the exemption

‘Currency and Foreign Transactions Reporting Act Exemption
Handbook, Department of the Treasury, Office of Financial
Enforcement and Internal Revenue Service, 1988.

The term "bank" as defined by Treasury regulations includes,

among others, commercial banks, savings and loan associations and
credit unions.
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handbook, as a first step, the bank is to review at least 2
consecutive months of the customer's transaction activity,
including currency deposits and withdrawals. The 2 months should
be the most recent unless they are not indicative of the
customary conduct of the customer's lawful domestic business. In
addition, the bank should also review any other information that

might aid in assessing the customer's transaction activity.
Treasurv exnects banks to know their customers and to take the
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necessary steps to determine whether these customers are
operating legitimate businesses. These steps include checking
telephone directories or walking or driving past the businesses.
Treasury also expects the banks to document all steps taken to
determine their customers' eligibility for exemptions.

Once a customer's eligibility is established, the bank is to
prepare a separate exemption statement for each account to be
exempted. The statement, which is to be signed by the customer,
must describe the customary conduct of the customer's lawful
domestic business and contain a detailed statement explaining why
the customer qualifies for an exemption. It must also specify
the period covered by the transaction history that the bank
reviewed, the dollar range of the transactions during that
period, and any other information the bank may have about the
business or its account activity. Finally, the statement must
indicate whether the exemption covers deposits, withdrawals, or
both, and the dollar limit of the exemption. The bank must
retain the statement for the lifetime of the account's exemption
status and for five years following its removal from the list.

To establish a dollar limit for exemption, Treasury recommends
that banks analyze 2 cconsecutive months of a customer's
transaction activity to determine a dollar limit commensurate
with the customary conduct of the customer's business. For
example, if a customer's currency transactions in a given month
range from $35,000 to $45,000, the bank may set the exemption
limit at $45,000 if that amount recurs frequently during the
month. Banks may also set seasonal and Monday only dollar limits
to reflect cyclical business activity. According to the
exemption handbook, amounts exceeding the customary transactions
can then be detected and reported by the bank.

The Treasury exemption handbook also states that banks should
continue to monitor the exemptions granted since changing
circumstances may affect a customer's exemption eligibility. For
instance, an appropriately exempted company may go out of
business and be used as a "front" to conceal the movement of
illegally obtained funds. Similarly, improvements or declines in
a company's business may make the originally granted exemption
limit inappropriate. 1In such instances, the bank is required to
reassess the exemption limit to ensure it more accurately

8
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reflects the customer's lawful domestic business activity. 1If a
bank discovers that it has improperly exempted a customer, it is
required to promptly rescind the exemption, immediately remove
the customer from its exemption list, and notify Treasury's
Office of Financial Enforcement of the error.



APPENDIX II

CTRs FILED IN CALENDAR YEAR 1992

APPENDIX II

Number Amount
(millions) Percent (billions) Percent
Individuals
CTRs 0.692 7.7% $5.7 1.4%
Records 0.715 7.2%
Businesses
CTRs 8.289 92.3% $411.8 98.6%
Records 9.249 92.8%
Total
CTRs 8.981 100.0% $417.6 100.0%
Records 9.964 100.0%
Note: A separate record is created for each entity identified on
a CTR. Consequently, there are more records than transactions.
Source: IRS' Detroit Computing Center.
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CTRs FILED ON BUSINESSES IN CALENDAR

YEAR 1992, BY TYPE OF TRANSACTION

APPENDIX III

—

“ Top 100 businesses All businesses “
Type of transaction Number Percent Number Percent |
Deposit 1,161,848 94.91% | 7,792,328 84.25%
Withdrawal 32,581 2.66 704,977 7.62 ‘
Other 78,115 6.38 1,050,848 11.36 |
Total 1,224,217 100.00% | 9,248,854 100.00%“
Note: Numbers do not total because a CTR could contain both

deposits, withdrawals, and other types of transactions.

Source:
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APPENDIX V

APPENDIX V

CTRs FILED ON BUSINESSES IN CALENDAR

YEAR 1992, BY TYPE OF FILING

Top 100 businesses All businesses
Type of filing Number Percent Number Percent
Suspicious?® 346 0.03% 31,879 0.34%
Exceeds exemption 263,537 21.53 1,200,056 12.98
limit
Suspicious and (114) (0.01) (468) (0.01)
exceeds exemption
limit
Neither suspicious 960,448 78.45 8,017,387 B6.69
nor exceeds exemption
limit
Total 1,224,217 100.00% 9,248,854 100.00%

The Department of the Treasury encourages institutions filing

CTRs to ldentify any transactions that the institution considers to

be of a suspicious nature.

Source:
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Ordering Information

The first copy of each GAO report and testimony is free.
Additional copies are $2 each. Orders should be sent to the
following address, accompanied by a check or money order
made out to the Superintendent of Documents, when
necessary. Orders for 100 or more copies to be mailed to a
single address are discounted 25 percent.
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U.S. General Accounting Office
P.O. Box 6015
Gaithersburg, MD 20884-6015
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700 4th St. NW (corner of 4th and G Sts. NW)
U.S. General Accounting Office
Washington, DC

Orders may also be placed by calling (202) 512-6000
or by using fax number (301) 258-4066.
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