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(1) 

INTERNATIONAL AND DOMESTIC 
IMPLICATIONS OF DE-RISKING 

Tuesday, June 26, 2018 

U.S. HOUSE OF REPRESENTATIVES, 
SUBCOMMITTEE ON FINANCIAL INSTITUTIONS 

AND CONSUMER CREDIT, 
COMMITTEE ON FINANCIAL SERVICES, 

Washington, D.C. 
The subcommittee met, pursuant to notice, at 2:02 a.m., in room 

2128, Rayburn House Office Building, Hon. Blaine Luetkemeyer 
[chairman of the subcommittee] presiding. 

Present: Representatives Luetkemeyer, Rothfus, Posey, 
Pittenger, Barr, Tipton, Williams, Love, Loudermilk, Kustoff, 
Tenney, Clay, Scott, Green, and Crist. 

Chairman LUETKEMEYER. The committee will come to order. 
Without objection the chair is authorized to declare a recess of the 
committee at any time. This hearing is entitled, ‘‘International and 
Domestic Implications of De-risking.’’ 

Before we begin I would like to thank the witnesses for appear-
ing today, we appreciate your participation and look forward to the 
discussion. 

I now recognize myself for 5 minutes to deliver my opening state-
ment. 

This subcommittee has spent significant time analyzing the im-
pact of de-risking on consumers, businesses, and entire commu-
nities. As we have discussed, the overly punitive supervisory and 
examination tactics employed by Federal financial regulators that 
came in the wake of the financial crisis have had dramatic implica-
tions on the availability of financial products and services in all of 
our communities. 

What we have not discussed are the global implications of these 
regulations. Today we will not only explore de-risking’s impact on 
U.S. financial institutions and their customers but also its impact 
on people and businesses around the world as well as our fight to 
combat illicit financial activity. Making relationships with so-called 
high-risk clients, they become cost prohibitive for financial institu-
tions due, in large part, to heightened compliance expectations, and 
as a result many institutions have opted to terminate relationships. 

This decision has resulted in the elimination of the consumer and 
small business access to financial products and services, a decrease 
in the availability of money remittances, and reduced flow of hu-
manitarian aid globally. 

To be clear, there are valid reasons for account terminations and 
the fight against illicit finance is one of the most important fights 
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we wage; however, we would be better equipped to wage that fight 
if we had a modernized regulatory system. 

It is particularly true in the case of compliance with the Bank 
Secrecy Act and Anti-Money Laundering laws. The truth of the 
matter is that compliance with BSA/AML is so costly and the pen-
alty is so steep, financial institutions would sooner rather end cus-
tomer relationships than run the risk of running afoul of the regu-
lators and law enforcement. 

The status quo doesn’t foster a safer system and it doesn’t nec-
essarily help catch more bad actors; in fact, it is quite the opposite. 
Instead of fostering collaborative relationships between institutions 
and government, the modern BSA/AML framework, along with the 
other regulatory drivers of de-risking, push more people and more 
money into the shadows. 

So where do some of those de-bank customers go? According to 
data published last year by payment and compliance technology 
company Accuity, correspondent banking relationships with Chi-
nese banks surged more than 3,300 percent, from 65 in 2009 to 
2,246 in 2016. There was a 25 percent drop in the number of cor-
respondent relationships globally during the same time period. 

It is in the best interest of our financial services firms, our com-
munities, law enforcement, and the Federal Government to monitor 
and maintain these global banking relationships. This hearing isn’t 
only important to the people testifying today or to the financial in-
stitutions that do business internationally, it is important to any 
small nation that relies heavily on the U.S. dollar and the trading 
partners who sell U.S. goods there. 

It is important to poorer communities that are losing banks and 
credit unions because of the BSA/AML regime. It is important to 
a worker in Florida who can no longer send the money he earns 
to help his family in Haiti. This is an incredibly important topic. 

We have an excellent panel today and I want to thank each of 
them for taking time to testify and we look forward to your state-
ments. 

The Chair now recognizes the gentleman from Missouri, Mr. 
Scott excuse me, who is subbing for Mr. Clay, the Ranking Member 
of the subcommittee, for a 5-minute opening statement. 

Mr. SCOTT. Thank you very much Chairman Luetkemeyer for or-
ganizing today’s hearing. 

And to each of our outstanding panelists for this testimony, we 
are looking forward to hearing from you. 

First of all, it is clear that the push by depository institutions’ 
decisions to de-risk and discontinue account services for certain 
customers is having very significant, adverse consequences on a 
broad range of consumers, industries, and regions around the 
world. 

And in addition to the devastating regional impacts the de-risk-
ing of broad categories of customers’ accounts, has also had an im-
pact on key consumer groups that perform essential functions in 
our society. This includes nonprofit organizations, charities, embas-
sies, and remittance providers among others; although the adverse 
effects of de-risking are clear, what is less apparent are the specific 
factors and the degree to which each factor is responsible for arriv-
ing at this trend. 
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We look forward to the hearing, hopefully we can come up with 
some very good recommendations as to how we go forward. Thank 
you again to each of the panelists for being here. 

And I yield back the balance of my time. 
Chairman LUETKEMEYER. The gentleman yields back. 
Today we welcome the testimony of Mr. Michael Clements, Direc-

tor, Financial Markets and Community Investment, U.S. Govern-
ment Accountability Office; the Honorable Sue Eckert, Adjunct 
Senior Fellow, Center for a New American Security; Ms. Gabrielle 
Haddad, Chief Operating Officer, Sigma Ratings, Inc.; Mr. John 
Lewis, Senior Vice President for Corporate Affairs and General 
Counsel, United Nations Federal Credit Union and on behalf of the 
National Association of Federally Insured Credit Unions; and Ms. 
Sally Yearwood, Executive Director of Caribbean-Central American 
Action (CCAA). 

Each of you will be recognized for 5 minutes to give an oral pres-
entation or a testimony. Without objection each of the written 
statements will be made part of the record. 

Just two quick housekeeping things. Number one, we have votes 
called right around 3:30 to 4. We will see where we are with our 
witnesses’ testimony and our questions but we may have to ask you 
to stay a little longer if we need to go vote and come back. 

In the meantime, the timing system on your microphones there 
are such that green means go, yellow means you have about a 
minute left, and red means your time is up and so you need to 
wrap it up very shortly. 

So, with that Mr. Clements you are recognized for 5 minutes. Ex-
cuse me you are— 

STATEMENT OF MICHAEL CLEMENTS 

Mr. CLEMENTS. Chairman Luetkemeyer. 
Chairman LUETKEMEYER. Recognized for 5 minutes. I am sorry. 
Mr. CLEMENTS. Chairman Luetkemeyer, Mr. Scott, and other 

Members of the subcommittee, I am pleased to be here today to dis-
cuss our recent report, discussing de-risking by depository institu-
tions and the implication for the southwest border region and 
money transmitters serving fragile countries. 

My statement today focuses on three key findings from our re-
ports. As background, the Bank Secrecy Act serves an essential 
function, it helps to prevent money laundering, terrorism financing 
and other criminal activity. 

We define de-risking as the practice of depository institutions 
limiting services or ending relationships with customers in re-
sponse to perceived regulatory concerns. 

Chairman LUETKEMEYER. Mr. Clements, if you could move the 
microphone, just pull right in front of and just take a bite at it 
when you speak— 

Mr. CLEMENTS. OK. 
Chairman LUETKEMEYER. Thank you. 
Mr. CLEMENTS. Our first key finding, the extent of and reasons 

for account terminations and bank closures in the southwest border 
region. We found that branch closures in the southwest border re-
gion were concentrated in a small number of communities. Five 
counties in Arizona, California, and New Mexico lost 10 percent or 
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more of their branches. In some instances, those losses were con-
centrated in smaller communities. For example one California town 
lost five of its six branches. 

The loss of bank branches can have negative implications for 
business lending and ultimately employment in these communities. 
In many instances banks limit service or terminate accounts in re-
sponse to legitimate BSA concerns. The southwest border region 
poses a high risk for money laundering because of the high volume 
of cash transactions, number of cross-border transactions, and 
number of foreign account holders. 

However, we also found evidence of de-risking, in particular 80 
percent of southwest border banks reported limiting or not offering 
of accounts because the customer type drew heightened BSA regu-
latory oversight. Here the reason is perceived oversight, not the 
customer’s action. 

Our second key finding, the challenges money transmitters face 
remitting funds to select fragile countries. We examined the experi-
ence of money transmitters serving four fragile countries: Haiti, Li-
beria, Nepal and Somalia. Remittances from the United States are 
an important source of funds for these countries. All 12 money 
transmitters we interviewed that served these countries report los-
ing some accounts with banks. In the case of Somalia, two of four 
money transmitters report losing all access to bank accounts. 

Some banks acknowledge closing and denying accounts for money 
transmitters. These banks consider money transmitters high cost 
and also high-risk customers. In particular banks cite: One, high 
staff and technology cost associated with BSA-related activities; 
and two, the perceived risk of significant fines and penalties. 

Money transmitters that lose access to banking services often re-
sort to nonbanking channels such as couriers physically trans-
porting cash. For law enforcement, nonbanking channels provide 
less transparency and thereby hinder the ability to detect criminal 
activities. 

Finally, our third key finding, agencies’ efforts to assess and re-
spond to de-risking concerns. Treasury and Federal banking regu-
lators have taken some steps in response to concerns about de-risk-
ing. The agencies have issued BSA guidance to banks. The agencies 
have also conducted retrospective reviews; these are a lookback to 
assess whether regulation should be retained, amended, or re-
scinded. However, we found the agencies’ reviews have not fully ad-
dressed the factors that influence banks to de-risk. 

The agencies also recently began collecting data on international 
remittances from banks. However, we found Treasury does not 
have the data it needs to assess how the loss of banking services 
by these remitters will influence service to fragile countries. 

Given the problems we identified, we made several recommenda-
tions. We recommended that Treasury and the banking regulators 
conduct retrospective reviews that incorporate banks’ regulatory 
concerns regarding BSA/AML compliance. We recommended that 
Treasury assess the extent to which remittance flows through non-
banking channels may hinder its ability to monitor criminal activ-
ity. 
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Chairman Luetkemeyer, Mr. Scott, and other Members of the 
subcommittee, this completes my prepared statement. I would be 
pleased to respond to any questions you may have. 

[The prepared statement of Mr. Clements can be found on page 
34 of the Appendix.] 

Chairman LUETKEMEYER. Thank you. Mr. Clements yields back 
the balance of his time. 

Then we go to Ms. Eckert. You are recognized for 5 minutes. 
Welcome. 

STATEMENT OF SUE ECKERT 

Ms. ECKERT. Thank you. Chairman Luetkemeyer, Congressman 
Scott, and distinguished Members of the subcommittee, thank you 
for the opportunity to testify today on the international and domes-
tic implications of de-risking. 

I applaud your efforts to call attention to the critically important 
phenomena of de-risking—something that is not well understood 
but which has profound impacts on some of the world’s most vul-
nerable populations. The U.S. has a unique role to play in address-
ing de-risking globally as the dominance of the U.S. dollar and 
American regulatory policy set the stage for other countries. 

My comments today focus on the impact of de-risking on char-
ities and nonprofit organizations and is based on the research that 
I conducted for the February 2017 report, Financial Access for U.S. 
Nonprofits. It was commissioned by the Charity & Security Net-
work and supported by the Bill and Melinda Gates Foundation. 
While I am currently involved with the World Bank ACAMS (Asso-
ciation of Certified Anti-Money Laundering Specialists) process on 
financial access for NPOs (non-profit organizations), the views ex-
pressed today are my own. 

I spent a number of years on Capitol Hill as a staffer in the Ex-
ecutive branch as a regulator of dual-use exports and in the aca-
demic community but in all those years there is no issue that I 
dealt with that has more serious, real, and dire consequences for 
populations in need. These severe implications extend beyond 
NPOs and the groups that they serve; it also extends to U.S. secu-
rity and foreign policy interest. So with my brief time I want to 
make a couple points. 

First, there is no question of the need for humanitarian and de-
velopment assistance today, it is a profound need. The United Na-
tions estimates that in 2018, more people than ever before will 
need assistance and protection, 136 million people. Conflict, pro-
tracted crises, and natural disasters continue to be the main driv-
ers of need, which remains exceptionally high levels in countries 
such as Nigeria, South Sudan, the Syria region, and Yemen which 
are likely to remain the world’s most serious humanitarian crises. 

To effectively respond to these humanitarian crises, funds must 
be able to move across borders in a timely and predictable fashion. 
Financial access for charities and NPOs, therefore, can literally 
mean life and death. 

Second, there is no question that de-risking or problems with fi-
nancial access for NPOs is having a serious and widespread effect. 
The study from 2017, noted surprisingly that two-thirds of all U.S. 
NPOs were having financial access difficulties, perhaps more worri-
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some was the fact that in order to respond and get the aid to these 
places, 42 percent of NPOs were starting to carry cash because 
they could not get money through the financial system. We actually 
have more recent data that shows that the problem appears to be 
worsening. 

Third, the problem relates to concerns by financial institutions 
for the risk and cost associated with banking in the charitable sec-
tor. This derives from well-intended and important policies devel-
oped immediately after 9/11 by the FATF (Financial Action Task 
Force), whereby NPOs or charities, were considered particularly 
vulnerable to terrorist abuse. 

Based on more recent analysis, the evolving nature of the ter-
rorist threat and actions that the charitable sector has taken, that 
perception is outdated and, in 2016, FATF changed its policies. 
However, the pervasive nature of the perception that charities are 
high risk persist; serious unintended consequences of these policies 
have resulted. 

Fourth, de-risking is a complex problem that entails a variety of 
interest: Financial integrity; national security and counterter-
rorism; foreign policy; and the provision of humanitarian and devel-
opment assistance and it must be a shared responsibility. No one 
group, U.S. policymakers, U.S. regulators, financial institutions, or 
the nonprofit and charitable sector, can address these issues by 
themselves. 

Fifth, in terms of what kind of action should be taken, very brief-
ly, raise awareness and promote a balanced approach; stakeholder 
dialog which the World Bank and ACAMS has promoted, has en-
hanced engagement among all parties. What is really interesting is 
how little these sectors know of each other. 

The second is to provide regulatory and policy guidance. The gov-
ernment needs to develop policy and regulatory guidance that pro-
vides clarity to banks and NPOs on the implementation of a risk- 
based approach; however, 2 years ago when FATF adopted the rec-
ommendation, changed the nature of how charities should be treat-
ed, nothing has happened subsequently. Banks have told us there 
is no question that they have to have something from the regu-
lators in order to change their assessment of risk. 

Currently the World Bank and ACAMS initiative has produced 
recommendations that were jointly made by banks and nonprofits, 
which is pending before the regulatory agencies. 

Third, we need to explore incentives for financial institutions to 
bank NPOs. A menu of measures including the creation of safe har-
bor to incentivize banks to keep NPO accounts and encourage ef-
forts to engage with NPOs should be developed. 

Finally, the creation of safe-payment channels. There are times 
when banks are not going to go any further and we need to con-
sider those options. 

There are additional recommendations in my statement. Mr. 
Chairman, I look forward to discussing them. 

[The prepared statement of Ms. Eckert can be found on page 64 
of the Appendix.] 

Chairman LUETKEMEYER. Thank you. 
Ms. Haddad, you are recognized for 5 minutes. 
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STATEMENT OF GABRIELLE HADDAD 
Ms. HADDAD. Thank you. Chairman Luetkemeyer, Congressman 

Scott, and distinguished Members of the subcommittee, I am hon-
ored by your invitation to testify before you today. 

De-risking is a phenomenon that has had dramatic impacts on 
the international financial system over the last decade. De-risking 
has impacted the concentration of trade flows and cross-border pay-
ment activity which challenges financial stability and inclusion for 
affected markets. 

For the United States specifically, a decline in dollar-denomi-
nated transactions and flows through U.S. financial institutions 
has potential implications on commerce as well as the United 
States’ competitive position. 

I am the Co-founder and Chief Operating Officer of Sigma Rat-
ings, a company we founded to address de-risking by highlighting 
and incentivizing good corporate behavior globally. Today my testi-
mony will focus on the drivers and international impacts of de-risk-
ing that resulted from the termination of correspondent banking re-
lationships. 

Since founding Sigma Ratings, my team and I have met with fi-
nancial institutions and regulators in dozens of countries across 
Europe, Latin America, the Middle East, and Africa to better un-
derstand the challenges of de-risking and determine how our solu-
tion can help solve them. 

We have learned that there are many drivers of de-risking in-
cluding profitability and reputational risk concerns and these driv-
ers may vary from country to country; however, fears of regulatory 
enforcement actions and fines as well as the cost associated with 
complying with anti-money laundering, counterterrorist financing, 
and sanctions regulations, are consistently highlighted as primary 
drivers of de-risking. 

Regulatory fines imposed since 2012 against global banks 
reached billions of dollars and have had a chilling effect on the 
robustness of global correspondent relationships. The magnitude of 
these fines has instilled fear in many global banks and resulted in 
the reassessment of those banks’ risk appetites. 

Another driver is cost. Global banks are spending billions of dol-
lars a year on compliance with some banks individually spending 
over a billion dollars themselves. Cost of due diligence and con-
cerns about the compliance regimes of respondent banks are fre-
quently mentioned as the main reasons for termination. 

While much of bank-spending is for critically important tasks, 
many costly compliance tasks are repetitive and viewed as mere 
check-the-box exercises by banks. This may distract institutions 
from the intended outcome of detecting real risk and ultimately 
identifying illicit activity. As a result of these fears and costs, many 
institutions determine that the costs and risks associated with 
maintaining certain relationships are no longer worth the revenue 
generated, leading to terminations. 

I would like to turn to the three key consequences of de-risking: 
Financial exclusion, decrease in transparency, and long-term ef-
fects. 

First, research demonstrates that de-risking has direct financial 
implications for individuals and businesses operating in these mar-
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kets. In a World Bank report from November 2015, decreases in 
lending, international wire transfers, cash management services, 
and check-clearing were highlighted among some of the most sig-
nificant impacts at the local level. Additionally, an IMF report from 
March 2017 indicates that small countries with low volumes of 
transactions experienced increased costs for remittance transfers 
which has a direct impact on end-users. 

Second, it has been cautioned by the World Bank, the Financial 
Action Task Force, and other groups, that de-risking may uninten-
tionally drive financial transactions underground or into shadow 
markets. This makes detecting illicit activity much harder. It is 
well-documented that channels with a low likelihood of detecting il-
licit activities such as unregulated industries are the channels 
more frequently used by money launderers and terrorist groups for 
movement of funds. As regulated entities, banks have higher likeli-
hood of detecting illicit activity. 

Third, de-risking has long-term effects that should not be ig-
nored. We found in our research that many countries and institu-
tions that were de-risked continue to struggle to find new relation-
ships and for those who do, they are often subject to higher fees 
and increased due diligence by correspondents leading to higher 
costs of doing business. 

The loss of correspondent banking relationships can also create 
a long-term stigma, for example, rating agencies have started to 
consider loss of correspondent banking relationships as a factor for 
downgrading the rating of a financial institution. 

With de-risking and its drivers receiving much attention over the 
last few years, with public and private sector players have pre-
sented potential solutions, a sustainable solution, however, will re-
quire a change in the overall cost-benefit analysis for correspond-
ents in high-risk markets. 

Some possible approaches are the following: First greater sharing 
of risk information to improve overall transparency and reduce due 
diligence costs. For a bank with thousands of relationships, due 
diligence practices, much of which are done manually today, are al-
most impossible to keep up with. Greater information sharing be-
tween both public and private sector improves information avail-
ability and transparency. 

Second, the compliance burden can be further reduced through 
the use of standardized, independent third-party assessments of po-
tential respondents’ risk and compliance practices. An independent 
assessment would serve as a baseline for a correspondent to enter 
into a relationship, thus reducing much of the up-front and on- 
going diligence processes. 

Furthermore, standardized assessments would allow for 
benchmarking across jurisdictions, for use by governments as well 
as financial institutions. This increased visibility and comparability 
would allow for better allocation of capacity-building resources. 

Finally, the use of technology to enable financial institutions to 
better understand their clients and manage their risk should be 
welcomed. 

Thank you for taking the time to hold this hearing and for allow-
ing me to share my perspective on this important topic. I look for-
ward to your questions. 
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[The prepared statement of Ms. Haddad can be found on page 96 
of the Appendix.] 

Chairman LUETKEMEYER. Thank you, Ms. Haddad. 
Mr. Lewis you are recognized for 5 minutes, hopefully it is within 

a 5-minute timeframe. 

STATEMENT OF JOHN LEWIS 

Mr. LEWIS. We will try. 
Chairman LUETKEMEYER. We have a difficulty with 5 minutes 

today. 
Mr. LEWIS. Good afternoon Chairman Luetkemeyer, Ranking 

Member Clay, and Members of the subcommittee. 
My name is John Lewis. And I am testifying today on behalf of 

NAFCU. I am the Senior Vice President of Corporate Affairs and 
General Counsel for the United Nations Federal Credit Union. 

NAFCU and its member credit unions have consistently recog-
nized the importance of BSA and AML requirements in assisting 
in prevention of illicit activity. Credit unions are fierce supporters 
of efforts to combat criminal activity utilizing our financial sys-
tems. Credit unions work closely with examiners to ensure con-
sistent application of BSA risk assessments. Still, the implementa-
tion of BSA requirements remains a burden for many credit unions 
especially in the post-financial crisis regulatory environment. 

Given credit union’s field-of-membership limitations, it is impor-
tant for credit unions to have potential to serve everyone in their 
field of membership whether individuals or legitimate businesses, 
some members may present heightened-risks which can mean in-
creased compliance burdens, cost, and pressures on credit unions. 

Despite UNFCU’s unique field-of-membership, we have been for-
tunate to have good relationships with our examiners who have 
worked with us in riskier areas. However, other credit unions re-
port that while NCUA (National Credit Union Administration) 
doesn’t directly prohibit them from serving certain types of mem-
bers, they feel pressured by examiners to limit services. 

It is important to note that when a credit union is serving a 
higher-risk individual or business, they are very thorough in their 
evaluation recordkeeping. However, when examiners evaluate that 
relationship they can be very demanding of the credit union, this 
additional pressure and scrutiny from examiners can lead institu-
tions to de-risk by limiting services for certain types of members. 

Sometimes the pressure to de-risk comes not from the regulators 
but from law enforcement. Although credit unions recognize the im-
portance of sharing critical information with law enforcement, some 
report they have received unreasonably broad subpoenas asking for 
all information and correspondence related to any members in a 
certain type of business. The threat of over-broad investigatory de-
mands makes credit unions hesitant to provide services to members 
that are targeted as higher risk. 

Credit unions can also be impacted by others making the deci-
sion to de-risk. At UNFCU, some of our members have inter-
national ties and some are located abroad, as a result we are pre-
sented with a unique set of risks for which we have learned to 
adapt. 
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We have found that some of UNFCU’s long-standing vendors 
have reevaluated their relationships with UNFCU even de-risked 
by ending the relationship due to the fact that we serve some high-
er-risk members. This loss of vendors has led to a significant dis-
ruption of services and increased costs to our members. Our unique 
membership coupled with our vendor relationships gives UNFCU a 
strong understanding of the challenges from both sides of the de- 
risking issue. 

Credit unions continue to work with FinCEN (Financial Crimes 
Enforcement Network) and other regulators to develop ways to pro-
vide services to higher-risk members without incurring compliance 
burdens and costs that are so onerous that de-risking becomes the 
only option. 

Some ideas for improvement include first, creating a safe harbor 
for the financial institution providing services to high-risk accounts 
if they meet certain requirements in scrutiny of those accounts. 

Second, ensuring the risk-based review requirements for finan-
cial institutions are understood by examiners. 

And third, not making the financial institution the de facto regu-
lator of business. While it may make sense for the institution to 
verify registration licensing, they should not be forced to verify lev-
els of compliance by the business. 

NAFCU also supports legislative proposals to address these 
issues. I outlined these in greater detail in my written statement 
but they include H.R. 6068, the Counter Terrorism and Illicit Fi-
nance Act which takes important steps to update and modernize 
the BSA/AML regime; H.R. 4545, the Financial Institutions Exam-
ination Fairness Reform Act, enacting this legislation would pro-
vide relief for financial institutions from perceived pressures from 
examiners; and finally H.R. 2706, the Financial Institution Cus-
tomer Protection Act of 2017 that would ensure ‘‘Operation Choke 
Point’’ policies will not be used by regulators to prevent the provi-
sion of financial services to a member. 

An additional area where relief is needed is the Bureau’s rule on 
international remittances. The rule has driven a number of credit 
unions out of the remittance business as the cost of compliance and 
risks associated with it are too great. We believe that the Bureau 
should use its exemption authority under Section 1022 of Dodd- 
Frank to provide relief to credit unions on the issue. 

In conclusion, NAFCU and its member credit unions recognize 
the importance of the BSA regime as well as the importance of reg-
ulator and law enforcement scrutiny of riskier businesses. Given 
UNFCU’s field of membership, we serve as an example that it can 
be done, nonetheless heavy compliance costs, burdens, and pres-
sures from regulators and law enforcement when dealing with 
high-risk members and businesses can lead many to de-risk and 
stop providing services to them. 

Congress can help by working with financial regulators and law 
enforcement to alleviate these burdens and pressures. NAFCU 
stands ready to work with you in this regard. 

Thank you for the opportunity to appear before you today. I wel-
come any questions you may have. 

[The prepared statement of Mr. Lewis can be found on page 103 
of the Appendix.] 
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Chairman LUETKEMEYER. Thank you, Mr. Lewis. 
Ms. Yearwood you are recognized for 5 minutes. 

STATEMENT OF SALLY YEARWOOD 
Ms. YEARWOOD. Chairman Luetkemeyer, Ranking Member Clay, 

and Members of the subcommittee, thank you for the opportunity 
to appear before you today. As one of the most insidious threats to 
the Caribbean’s economic sustainability, de-risking is destabilizing 
economies, threatening trade, and creating security concerns and it 
requires constructive solutions. I would like to begin with some ex-
amples. 

In 2015, on instruction from their U.S. correspondent banks, the 
two banks in the Cayman Islands that supported money transfer 
business, severed those relationships and the MTBs (money trans-
fer businesses), which provide critical remittance services were 
forced to shut down. This led to moving cash in planes in order to 
make sure that the affected population had access to finance. 
Today only one MTB remains open. 

Tourism is one of the Caribbean’s most important industries and 
generates significant demand for U.S. goods and services. About 4 
years ago, a leading hotelier told me that they had received a letter 
from their longtime U.S. bank, it essentially said ‘‘as of today we 
are no longer your bank.’’ There was no valid explanation and no 
opportunity to address concerns. I spoke to that hotelier last week 
in preparation for this hearing to see how they had resolved the 
issue and was told that finding a new U.S. bank was extremely dif-
ficult and that they still feel that the situation is precarious. They 
did not want me to use their name, the hotel name, the name of 
the U.S. bank that they are now using, or disclose the country or 
countries where they operate. 

This last point underscores why getting a grip on the impact of 
de-risking can be so difficult. A legitimate business has lost its U.S. 
banking relationships regardless of whether or not there is any real 
risk present, has the stain of de-risking on them so they keep it 
quiet and try to replace the lost relationship. Bottom line it is like 
Fight Club, the first rule of being de-risked is, you don’t talk about 
being de-risked. 

The toll has been highest on small- and medium-sized business 
where the costs of banking are becoming prohibitive. We have seen 
a rise in cash in informal economies in some jurisdictions and the 
operation of parallel foreign exchange markets. Even for long-es-
tablished businesses banking has become burdensome. One U.S. 
company that operates in the Caribbean reports that a basic proc-
ess like opening a new account that used to take 10 days or so, now 
can take up to 60 days and require 10 times more paperwork. 

The Caribbean Association of Banks reports that nine members 
have no U.S. correspondent banks but have been on-boarded by 
third parties to manage these banking services and 17 members 
have only one U.S. correspondent. At the same time, they report 
a 39-percent year-on-year increase in correspondent banking fees 
between 2014 and 2017, and the cost of compliance has increased 
approximately 66 percent. 

As relationships are lost with U.S. banks, they are being sought 
in Asia and the Middle East and if the United States doesn’t work 
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to address the challenges, countries may have no option but to 
build new relationships and prioritize trade with other countries. 

While de-risking is a motivation for the loss of banking relation-
ships, the reality is that profitability plays a significant role as 
well. These are small economies in a global system and weighing 
perceived risk with profitability does not always work in the Carib-
bean’s favor, even though the region has been working diligently to 
improve its risk profile. 

It is important to stress that no one is advocating for a removal 
of the rules. Today’s world requires that we build systems that 
have the capacity to recognize and eliminate threats. But this 
should not be done in a way that forces legitimate actors out of the 
system and there are a number of ways to change the narrative. 

First, the U.S. Department of Treasury provides important as-
sistance to the region. Resources could be made available to allow 
the Department to deepen its engagement there. Another idea re-
lated to Treasury is if larger banks are not going into the market 
because of the profit ratio, is there a scenario wherein community 
and minority banks are encouraged to serve the Caribbean using 
the platforms within large banks, with the large banks who make 
their platforms available receiving credit under the Community Re-
investment Act? 

Second, innovation has the capacity to level the playing field. 
This is happening in the Caribbean where we have seen the emer-
gence of technology companies that are working to remove financial 
friction-points across the region. I also believe that some consider-
ation should be given to the issue of proportionality, fines can 
reach billions of dollars. Taken in context, Belize, which has been 
particularly affected by de-risking, had a GDP of just under 1.8 bil-
lion in 2016 along with 1.3 billion of external debt. If the applica-
tion of the rules is weighted against small economies and their in-
herent vulnerabilities, how do we keep them viable? 

In conclusion, taken as a group, the countries of the Caribbean 
and Central America are the fifth largest buyer of United States 
non-oil exports and the U.S. consistently records a trade surplus. 
If access to banking is removed or becomes more costly and dif-
ficult, it is likely that this healthy relationship will begin to be 
eroded. 

Second, the countries of the Caribbean and Central America are 
the United States’ third border. When the countries of the region 
experience instability, mass-migration is one risk, and in the ab-
sence of the U.S. actively working to help the region, the door is 
open to other partners who may be antithetical to the United 
States’ security interests. 

CCAA is grateful that this subcommittee has provided this plat-
form. Thank you, Mr. Chairman for the opportunity. 

[The prepared statement of Ms. Yearwood can be found on page 
114 of the Appendix.] 

Chairman LUETKEMEYER. Thank you, Ms. Yearwood. 
I appreciate everybody’s comments. 
And with that we will begin the question part of our discussion 

today. And I will begin with my questions. 
Mr. Clements, you and all the witnesses today have described 

concerns about the problems of de-risking across the board with re-
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gards to how law enforcement and regulatory officials have come 
down on the people in the financial services industry. 

Is law enforcement aware that they are deterring actual profit-
able, well-intentioned business and if they are do they have some 
ideas on how to fix the problem so they don’t deter normal activity 
or are they content with driving everybody out of the business alto-
gether? 

Mr. CLEMENTS. In the two reports, we were not talking to law 
enforcement so I can’t speak to the effect of whether law enforce-
ment is aware of it. I think you bring up a relevant issue. In many 
instances it is not people telling, instructing banks, for example, to 
drop a customer, it is simply the effect of working through the ex-
aminers saying, this is a high-risk customer, and the next thing 
you know, it involves additional staff and additional resources; 
there is the risk of large fines that we have heard about and those 
things create an incentive for the bank to essentially drop service 
rather than have to deal with that potential risk. 

Chairman LUETKEMEYER. Well it is very concerning because it is 
a manifestation, a morphing if you will of ‘‘Operation Choke Point’’ 
into other areas here from the standpoint of trying to intimidate 
the banks and then discontinuing financial services with customers 
who are legitimate customers or did a good job. 

You know, Mr. Clements, I believe you were the one that indi-
cated and had some nice charts in your testimony that showed the 
counties along the border between the United States and Mexico 
are being dramatically impacted, where they are closing branches 
so they can’t do any business so they can de-risk themselves of 
their problem. I guess my question is, have you seen the next coun-
ty above them, are they starting to de-risk as well or are they 
starting to close financial service because, I would assume, that if 
you close the branch off next to the border, that people will start 
going to the next county over, is that happening as well, or starting 
to happen now? 

Mr. CLEMENTS. Our experience was just with the counties on the 
southwest border, it was certainly the case that one option that 
consumers have if they have lost their branch in that community 
is to go one community over and have to travel to that branch. 

The other options they have are mobile banking. 
Chairman LUETKEMEYER. Mr. Lewis, you are a credit union, did 

you see that happening, you see them closing on the border and 
then moving to the next county over, to where you are starting to 
get some pressure to be able to close those next? 

Mr. LEWIS. We, UNFCU are not seeing that, as we are not lo-
cated on a border State. We know that there are credit unions that 
are under pressure and have had some issues with it. Certainly, I 
could get back to you and provide a written response to that in 
more detail if you like. 

Chairman LUETKEMEYER. Thank you. 
I have another question here with regards to, there was an arti-

cle from Reuters back on May 8, 2017, the headline is, ‘‘Chinese 
banks payment networks surge as Western lenders cut ties,’’ and 
there was a study to show this and it was, I quoted the numbers 
in my opening statement here and the last part of this says, ‘‘the 
U.S. dollar dominates world trade but there is a trend toward a de-
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cline in the use of U.S. dollar and an increase in the use of the 
renminbi,’’ which is the Chinese dollar if you will. Have you seen 
this going on, any of you, where we have seen that there is a risk 
to the U.S. dollar being the reserve currency, we are starting to 
trade in other currencies versus the dollar? 

Mr. Clements, you have seen evidence of that? 
Mr. CLEMENTS. We have no evidence of that. 
Chairman LUETKEMEYER. Ms. Eckert? 
I know that you deal with a lot of charities around the world. It 

is terrible that even they are being hurt by this. I mean who wants 
to launder money through a charity but that’s the ultimate slap of 
whatever, but can you comment on this? 

Ms. ECKERT. On the question of reverting to alternative cur-
rencies, we did not see that— 

Chairman LUETKEMEYER. OK. 
Ms. ECKERT. But I would say that in terms of the law, the first 

point that you raised on law enforcement, I think it is a very inter-
esting comment because law enforcement actually has been ex-
tremely concerned about the loss of traceability and transparency, 
that as these NPOs are de-risked they will either use cash, they 
will use MSBs, they will use alternative means. 

Chairman LUETKEMEYER. OK. Ms. Haddad, I would like for you 
to comment and Ms. Yearwood as well on this question, have you 
seen any problems with this or there are concerns? 

Ms. HADDAD. I haven’t seen it directly but I have heard from 
people particularly in Africa, from banks there that when those 
banks were de-risked that some Chinese banks picked up the cor-
respondent relationships that were previously held by U.S. cor-
respondents. 

Chairman LUETKEMEYER. Yes, the relationships, they are picking 
them up left and right like leaves on the—on the ground here. 

Ms. Yearwood, have you seen anything like that with the Carib-
bean banks that you are dealing with? 

Ms. YEARWOOD. I don’t have any evidence of Caribbean banks 
getting Chinese accounts; however, what I have been told is that 
some Caribbean banks have tried to get Chinese accounts but not 
being able to get them because of the ongoing relationship to the 
U.S. dollar. 

Chairman LUETKEMEYER. OK. Thank you very much. My time is 
up. 

With that we go the Ranking Member, Mr. Clay. 
Mr. CLAY. Thank you so much, Mr. Chairman. I thank the panel 

of witnesses for being here. 
Let me start with Ms. Yearwood or Ms. Eckert or both of you, 

what would give financial institutions more comfort in serving re-
mittance service providers especially those serving fragile nations, 
can you help us with that, whoever wants to go, Ms. Yearwood? 

Ms. YEARWOOD. Thank you, Ranking Member Clay. 
In my testimony I pointed to some of the things in terms of the 

assistance from the Treasury Department that could help give a 
certain amount of comfort to the people who are providing services 
in the region. That being said, the remittance side of the coin, I ac-
tually think Gabrielle Haddad may have some input because I 
think transparency and the ability to have traceability of where the 
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money is going and coming from is key especially when you are 
moving very small amounts of money so— 

Mr. CLAY. Right. 
Ms. YEARWOOD. I will defer to Ms. Eckert and then Gabrielle 

may have something to add. 
Mr. CLAY. Go right ahead. 
Ms. ECKERT. Thank you, Mr. Clay. 
I think that what banks are asking for as they relate to NPOs 

is they are asking for some clarity about regulatory expectations, 
what is expected of them and, in fact, to the point of the interviews 
that I conducted, I had banks who say that they can manage risk, 
that is what their business is; however, what they can’t deal with, 
there is regulator-risk and that is examiners second-guessing them 
all the time in terms of what their assessments are under a risk- 
based approach. 

The other thing that the financial institutions want is they want 
more information to be able to make the best-informed decision so 
part of the process that we are engaged in is identifying what infor-
mation financial institutions need from NPOs and getting NPOs 
comfortable providing that to banks so they can break down some 
of these perceptions that exist about each other. 

Mr. CLAY. Thank you. 
Ms. Haddad, anything to add? 
Ms. HADDAD. I would just add that I agree that the information- 

sharing is a huge challenge that banks face, both from money-serv-
ice businesses and from respondent banks, in order for them to ac-
tually obtain the information that they need to make assessments 
of their relationships, is incredibly challenging and this is resulting 
in huge burdens and a real lack of clarity, as Ms. Eckert mentions, 
around what their regulatory expectations are. 

Mr. CLAY. So, it is more of the uncertainty on the part of banks 
that they are hesitant to go forward? 

Ms. HADDAD. That is what it appears to be, yes. 
Mr. CLAY. I see. 
This question is for Mr. Clements and Ms. Eckert, what specific 

steps do you believe Congress or State governments can take to ad-
dress the adverse consequences of de-risking remittance service 
providers? 

Mr. CLEMENTS. We have a variety of recommendations to the 
Federal agencies in terms of Treasury and the banking regulators 
to conduct retrospective reviews, actually looking at this issue of 
de-risking. The last round they simply looked at the currency 
transaction reports and the SAR filings but didn’t get into the un-
derlying cause of what is causing a bank to de-risk. 

The second thing we have asked Treasury to look on this issue 
of de-risking, is remittances, the movement then of funds out of the 
banking system to non-banking channels, how does that affect 
Treasury’s ability to actually monitor criminal activity. Those are 
a couple of things we have looked at. We have also recommended 
in the past, efforts among the bank regulators to reduce the bur-
dens associated with these activities. 

Mr. CLAY. I see. 
Ms. Eckert, anything to add? 
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Ms. ECKERT. Yes. I think first and foremost again is some clarity 
from the regulators about what is expected and here in particular 
the bank examination manual, the standard changed for NPOs, in 
June 2016 yet there is nothing reflected other than statements by 
officials which are helpful but the bank has nothing to rely on in 
terms of how they assess risk associated with NPOs. 

Currently it is an outdated assessment but banks have nothing 
to hold on to. if you will. and to help them make the appropriate 
risk assessment, the clarity, the regulatory guidance; I think an-
other thing is to recognize the importance of humanitarian assist-
ance— 

Mr. CLAY. Yes. 
Ms. ECKERT. Emphasizing that humanitarian and development 

assistance are important U.S. objectives, they are important for for-
eign policy, they are important for countering violent extremism 
and promoting the kind of values in certain of these higher-risk 
areas to rely on U.S. support. 

And the other is to consider incentives, what can we do that will 
actually encourage banks to take the additional step to bank NPOs. 

Mr. CLAY. And I see the Chairman won’t let me go over my 5 
minutes so I yield back. 

Thank you for your response. 
Chairman LUETKEMEYER. The gentleman yields back. 
In fact, he went over 5 minutes significantly but that is OK, we 

are not counting today, are we. 
With that we go to the Vice Chairman of the committee, Mr. 

Rothfus from Pennsylvania, you are recognized for 5 minutes. 
Mr. ROTHFUS. Thank you, Mr. Chairman. 
Ms. Yearwood, as you know, many poor and unstable countries 

rely heavily on the flow of remittances from the United States. 
Haiti for instance received $1.3 billion in remittances in 2015 and 
its GDP is only about 8 billion. What are the potential impacts of 
a loss of remittances due to regulatory pressures on U.S. institu-
tions for countries like Haiti, Somalia, and Nepal? 

Ms. YEARWOOD. I think it is impossible to overstate how impor-
tant remittances are to Haiti. I don’t have the precise numbers on 
me but it is a significant portion of their GDP that is through re-
mittances. 

Going back to one of the statements earlier, what you will begin 
to see is not just a drop in remittances but an increase in money 
moving through unofficial channels, money that cannot be regu-
lated so it puts pressure on the system, it puts pressure on secur-
ing the network and of course there are questions whether the 
money will get to the people that it is supposed to get to, will the 
money be diverted on the way, and will it get to people that it is 
definitely not supposed to get to. 

I spent 10 years in Haiti and so I know first-hand that remit-
tances are a significant part of what drives the economy. At this 
point, if it were to go away I think there would have to be serious 
consideration about how the U.S. engage Haiti in other ways to im-
prove trade and other areas that aren’t necessarily subject to this 
hearing but the remittance channels right now need to be kept 
open and alive. 
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And I am sure that Haiti’s banking system is very much under 
stress because of this issue. I believe they have maybe one, maybe 
two U.S. correspondent banks right now and so if it remains fragile 
it could go south. 

Mr. ROTHFUS. With respect to the risks of going to unofficial 
channels and maybe remittances not being made at all, among the 
risks there would be any security or political stability risks? 

Ms. YEARWOOD. Oh, absolutely. 
Mr. ROTHFUS. In what sense? 
Ms. YEARWOOD. Again if—remittances make up such a large por-

tion of the GDP, I wish I had brought the number but I will get 
that to you, they make up such a significant portion of the GDP. 
We are talking about a country that has high unemployment, low 
education, if people aren’t able to pay for school fees, for school 
books, for health, for food, political stability is absolutely threat-
ened and of course that has implications as we saw back in the 
1990’s on migration. 

Mr. ROTHFUS. And in 2015 there was a paper from Oxfam, the 
Oxfam Global Center on Cooperative Security suggested that de- 
risking practices will likely result in the further isolation of vulner-
able communities particularly women from the financial sector and 
may have wide-ranging humanitarian, economic, and security im-
plications. Would you agree with that, Ms. Yearwood? 

Ms. YEARWOOD. A hundred percent. 
Mr. ROTHFUS. Let us see, yes, there we go, Ms. Haddad, the GAO 

(Government Accountability Office) found that several money 
transmitters including all of the Somali money transmitters re-
ported that they were using non-banking channels to transfer 
funds, in some cases the money transmitter was forced to conduct 
operations in cash. What are some of the risks associated with 
pushing—activities out of the formal channels. 

Ms. HADDAD. I would say that there are a number of risks with 
that happening because as it goes outside of the channels you can’t 
monitor it anymore, you don’t know where the money is flowing, 
you don’t know who is transacting business— 

Mr. ROTHFUS. But do you believe that the regulators would have 
appropriately weighed the risks of this activity leaving regulated 
markets? 

Ms. HADDAD. Do you believe that they have? 
Mr. ROTHFUS. Would you believe that the regulators have 

weighed those risks of pushing remittances out— 
Ms. HADDAD. —I am not sure. I believe that a lot of these are 

unintended consequences of these regulations. I don’t think that it 
was intentional or even— 

Mr. ROTHFUS. Would they be considering that, do you think? 
Ms. HADDAD. I don’t know, I would hope so. I don’t know. 
Mr. ROTHFUS. Mr. Lewis in your testimony you expressed sup-

port for facilitating BSA/AML innovation by financial institutions, 
how can emerging technologies help to address the problems 
caused by indiscriminate de-risking? 

Mr. LEWIS. Well, thank you for the question. Certainly, tech-
nology helps because much of it’s about monitoring and crunching 
the numbers on the accounts it is tying certain transactions to 
other transactions, accumulating those transactions together so I 
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do believe technology will help and has helped and will continue to 
with BSA. 

The one thing with technology is we want to make sure that all 
the technology and all the FinTech companies are regulated equal-
ly and it is a clean playing field, if you will. 

Mr. ROTHFUS. I yield back. 
Chairman LUETKEMEYER. The gentleman’s time has expired. 
With that we go to the distinguished gentleman from Georgia, 

Mr. Scott, is recognized for 5 minutes. 
Mr. SCOTT. Thank you very much Chairman Luetkemeyer for 

holding this hearing. And I also want to thank you Chairman 
Luetkemeyer for your leadership on the ‘‘Operation Choke Point’’ 
legislation, H.R. 2706, which we passed out the committee, got 
through the House. But I will remind everyone that it was Mr. 
Luetkemeyer and I who were working on this bill when it wasn’t 
generating as much support and it wasn’t a popular thing to talk 
about back then, especially for some of my Democratic friends, but 
we have grown with this legislation, it has passed, it is over in the 
Senate now and we hope that we can get it through. 

But our bill gets at the fundamental purpose of what we are dis-
cussing today and that is there are real side effects that have a 
real impact on our economy when the regulatory pressure we apply 
on our financial system is too strong and our ‘‘Choke Point’’ legisla-
tion would prevent Federal banking agencies from ordering a bank 
to terminate a customer’s account without a material reason and 
that reason could not be based solely on reputation risk. 

Now Ms. Haddad, how are you? In your testimony, you provided 
an interesting recommendation for a way forward on how to deal 
with the de-risking trend we have seen lately and your rec-
ommendation caught my attention and it was, I quote, you say, 
‘‘use of technology to lure AML/CFT (Combating the Financing of 
Terrorism) compliant costs without the fear of regulatory back-
lash,’’ that is at the core of why we are here and I am the Co-chair 
of the FinTech Caucus here in the House and I share your enthu-
siasm about using innovative technologies to solve many of the 
problems we have in today’s financial system. 

And you say in your testimony that we should establish channels 
for regulatory approval and support of innovation. Tell me, are you 
envisioning a sort of sandbox approach to regulation? 

Ms. HADDAD. Thank you for your question. I think that a sand-
box approach is a very good one. I think that it is one that could 
be beneficial. We are a young FinTech company ourselves and we 
are in regular conversation with regulators because that is some-
thing that we have sought out on our own but getting that type of 
engagement is quite challenging and particularly working with 
banks and having them become comfortable, trying out your tech-
nology and being able to see how it benefits their business is a real 
challenge without some sort of safeguard in place from regulators. 

Mr. SCOTT. And as you know, and I am sure as the committee 
knows there has to be a delicate balance between allowing innova-
tion while also at the same time making sure our regulators stand 
firm on compliance and enforcement. 
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And so, Mr. Lewis, I would be interested to hear how you feel 
about the approach and recommendation that Ms Haddad is offer-
ing? 

Mr. LEWIS. Thank you. I appreciate it. I think that any way tech-
nology can benefit, we should be looking at it. One of the problems 
we run into with technology and new technology is that technology 
is expensive, it is very resource-intensive. Our systems at our cred-
it union and many credit unions are extremely complex, creating 
in the interfaces between the systems and the new technology, test-
ing the new technology, demonstrating that to regulators, can be 
expensive and resource-intensive so we certainly are always willing 
to and very interested in looking at new technologies. 

We use technology to operate our credit union on a daily basis, 
some is home-grown and some was bought from vendors but it is 
not so easy always just to test out a technology because of the 
entry costs for us. 

Mr. SCOTT. And tell me about that cost, you say it is very expen-
sive but give us an idea, give us what you are talking about, why 
do you say that? 

Mr. LEWIS. Well I can give you one example on the remittance 
side, when the remittance regulation came into effect, there were 
requirements for disclosures and we had to use outside third-party 
in order to create these remittances, to originate the remittances 
because we weren’t able do it ourselves. In order for us to create 
that interface with this outside third-party, UNFCU spent over $1 
million to create that single interface with this outside entity and 
it took about 3 months of time. 

Mr. SCOTT. Well thank you. 
And Ms. Haddad, do you concur with that? 
Ms. HADDAD. I mean engineering costs, costs of developing tech-

nology is incredibly high— 
Mr. SCOTT. Yes. 
Ms. HADDAD. —and banks are trying to do this internally and 

they are incurring a lot of costs internally. As an external company 
that is trying to work with banks, I understand the costs, the costs 
are significant and it is helpful to be able to work with third-party 
companies to reduce the cost that the banks themselves have to 
face in leveraging these technologies. 

Mr. SCOTT. Well thank you both. 
Thank you, Mr. Chairman. 
Chairman LUETKEMEYER. The gentleman’s time has expired. 
I too want to thank Mr. Scott though for his leadership and te-

nacity working with us on ‘‘Operation Choke Point.’’ We were the 
lone voices in the wilderness for a long time and now we can see 
the effects, even at the international level, of some of these policies 
and actions that we have taken, so I thank him again. 

With that we go to the gentleman from Colorado, the distin-
guished gentleman, Mr. Tipton is recognized for 5 minutes. 

Mr. TIPTON. Thank you, Mr. Chairman. 
I thank the panel for taking the time to be here. 
Mr. Lewis, if I could start with you, we would have had a com-

ment from Ms. Yearwood, I think saying some of the compliance 
costs had gone up 66 percent and you just cited a billion dollars 
of investment that had to be made, some of that seems to be cou-
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pled back with what Ms. Eckert was talking about when she had 
made the comment that banks have nothing to hold on to in terms 
of having some real guidance. 

Does that feed on itself not having some certainty in terms of 
what you are going to have to be dealing with in terms of de-risk-
ing, what you need to be looking for? I found it a little concerning 
when you were citing that you will have some of the law enforce-
ment agencies that will come in and ask for a broad swath rather 
than an individual account, that they would like to be able to look 
into, which speaks to the chairman and Mr. Scott’s words in re-
gards to ‘‘Operation Choke Point’’ so are those issues, when we 
mold them together, is that creating real complexity for you? 

And you had cited a few bills in your testimony that we are 
working on out of this committee, would you expand on how those 
might be helpful as well? 

Mr. LEWIS. Well first, thank you very much for the question. I 
would say that, yes, those things in combination provide complexity 
for us. If they comply, it is cost, it is resources, and it is the uncer-
tainty. In essence, we are talking about risk here and risk is uncer-
tainty and for an institution like ourselves, if we have some cer-
tainty then we are able to evaluate the risk and mitigate against 
that risk; it is the uncertainty that causes the problems with us 
and in our industry. 

So, anything that the regulators, Congress, the Bureau, can pro-
vide some certainty on is beneficial. 

I think some of the bills that we were talking about here cer-
tainly—relief on 6068 which is the BSA/AML bill, that will cer-
tainly help us, maybe not with uncertainly but it will reduce some 
of the burdens as some of the caps will be raised on what we would 
need to report; 4545, Financial Institutions Examination Fairness, 
again this would provide institutions with the ability to challenge 
or to go to the next level if they have problems with the regulator 
or examiner. 

So, I think and certainly ‘‘Operation Choke Point’’ would help be-
cause theoretically that would reduce the regulatory burden on 
credit unions and financial institutions. 

Mr. TIPTON. Great. Thank you for that. You might want to speak 
to this as well but I would like to be able to talk to Mr. Clements 
a little bit in regards to some of your testimony. 

I happen to live in an area southwest Colorado, we have a lot of 
high-intensity drug-trafficking designation areas, five counties, 
southwest Colorado, are these areas more prone probably to be sus-
pect for de-risking by banks as we move off of the borders that you 
had noted in some of your charts and start to move up in States 
as far north as Colorado? 

Mr. CLEMENTS. We conducted an econometric model as part of 
our report and in that case it was nationwide so we weren’t just 
limited to the southwest border States. To your point, some of the 
variables we did look at were the high-intensity drug-trafficking 
areas (HIDTA), and high-intensity financial crimes areas. In both 
those types of locations if the county was designated, it had a 
greater likelihood of losing a branch the following year, so those 
are certainly factors in the declining number of branches in com-
munities not just along the southwest border but nationwide. 
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Mr. TIPTON. Good. Do you have some examples of some mis-
placed assumptions of high risk because of the HIDTA designation 
for some businesses? 

Mr. CLEMENTS. We looked at a variety of classes of customers 
that stakeholders had told us were at greater risk of money laun-
dering, those would be cash-intensive small businesses, money 
services business, and also domestic businesses that have a lot of 
cross-border transactions. Those would be the ones that they told 
us would be related to money laundering, not exactly a particular 
business. You could have a business that is completely legitimate 
operating in that space but money launderers, their transactions 
tend to mirror the type of transactions that you would see busi-
nesses in those spaces engaged in. 

Mr. TIPTON. And so probably the extension would be natural, and 
Mr. Lewis you might want to speak to some of this as well, do the 
banks de-risk because of that HIDTA designation simply for the 
fear that they are going to be out of compliance and have a chal-
lenge with that? 

Mr. LEWIS. Well certainly, we haven’t experienced that directly 
but I know many of our credit unions have, and what it comes 
down to is it comes down to the intensity of scrutiny both from the 
regulator and law enforcement, so it may not be a directive to de- 
risk but in essence it is an indirect effect of the intense scrutiny 
either by a regulator and/or by law enforcement with regards to 
these businesses. 

Mr. TIPTON. Right. Hey my time is expired. Mr. Chairman I yield 
back. 

Chairman LUETKEMEYER. The gentleman’s time has expired. 
With that we go to the gentleman from Georgia, Mr. Loudermilk, 

you are recognized for 5 minutes. 
Mr. LOUDERMILK. Well thank you Mr. Chairman. 
And thank everyone on the panel for being here. 
Ms. Haddad in your testimony you talked about how de-risking 

reduces transparency by redirecting money to unregulated chan-
nels, can you elaborate a little bit on how that happens? 

Ms. HADDAD. Sure, I would like to highlight something that hap-
pened actually just last month with a bank in Argentina, this Bank 
chose to drop SWIFT in favor of a strategic partnership with 
BIDEX, which is an unregulated crypto-exchange firm and they are 
now using this crypto-exchange firm to settle their international 
payments and the CEO noted for the reason cost, and said that the 
cost of having an intermediary was too high. 

And I bring up that example because we speak a lot about other 
unregulated industries like Hawala and unregulated money service 
businesses as well as movement of large amounts of cash cross-bor-
der, which are things that happen but I wanted to highlight that 
because I think that this is critical today with the change in the 
payment landscape, with the rise of crypto exchanges, with the rise 
of alternative payments that this is what is happening now that 
these alternative providers are now gaining traction and banks are 
no longer a part of the system. 

Mr. LOUDERMILK. So, I know that we have been dealing a lot 
with the cryptocurrencies here in the U.S. with the Blockchain 
technology which I think when you divest the cryptocurrency from 
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Blockchain, Blockchain’s an interesting technology but it also gives 
some challenges to law enforcement so what you are saying is be-
cause of de-risking, we are forcing some businesses into these 
somewhat underground networks that make it harder for us to 
track and trace. 

Ms. HADDAD. Exactly there are no alternatives for the payments 
to flow or for money to flow if they can’t access either a remittance 
firm— 

Mr. TIPTON. Yes. 
Ms. HADDAD. A regulated remittance firm or a bank and that is 

why we are seeing the rise of these alternative systems. 
Mr. LOUDERMILK. So, we are really being counterproductive, well 

through this de-risking is creating more risk. 
Ms. HADDAD. It is possible. It is possible. I believe that there ac-

tually have been some studies that have shown that that when the 
de-risking has occurred that money laundering has increased, I 
don’t have those exact numbers, I could get them for you but there 
have been some instances that I have read in the past where that 
has happened. 

Mr. LOUDERMILK. OK. Thank you. That was a very interesting 
antidote. 

Mr. Lewis, I want to talk a little bit about the Suspicious Activ-
ity Reports (SARs), can those contribute to the problem of de-risk-
ing because the SARs are such a compliance burden especially on 
smaller institutions. 

Mr. LEWIS. Yes. Thank you for the question. Certainly SARs 
BSA/AML requirements create a lot of constraints for smaller fi-
nance institutions and even for institutions like ourselves. People 
talk about the volume of SARs, which is certainly something that 
we need to look at but also, what we have to understand is that 
behind each SAR there is a tremendous amount of research and in-
vestigation and decisioning that goes into it. 

We take SAR filing very seriously and while we are told by the 
regulators, ‘‘don’t file too many SARs, we don’t want defensive 
SARs,’’ we are also told by the regulators, ‘‘make sure you file the 
right SARs,’’ and so for us to strike that balance to the institution, 
it takes a lot of research, a lot of investigation to do it. 

We certainly support 6068 by raising the limit of the SARs, mod-
ernizing BSA, as that in and of itself would eliminate the need to 
file at least some SARs which would provide some relief for us and 
certainly for some smaller financial institutions. 

Mr. LOUDERMILK. Well besides raising that limit for the SARs, 
is there anything else that you would recommend that we can do 
to reduce that burden? 

Mr. LEWIS. Well certainly more guidance and certainty would 
help out as well. A lot of the consternation we have is should we 
file the SAR, shouldn’t we file the SAR, under what circumstance 
should we, under what circumstances we couldn’t. 

Now we do receive some guidance from the regulators but even 
more guidance or maybe some possible safe harbor, don’t know how 
that would work as I sit here but something that would give us an 
opportunity for more certainty with what we are doing. 

Mr. LOUDERMILK. OK. Thank you. 
Mr. Chairman, I yield back. 
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Chairman LUETKEMEYER. The gentleman yields back. 
With that we go to the gentleman from Texas, Mr. Williams, is 

recognized for 5 minutes. 
Mr. WILLIAMS. Thank you, Mr. Chairman. 
Risk management is one of the most important functions that a 

financial institution performs. As a business owner myself I can re-
late to the fact that compliance challenges especially the excessive 
growth of Federal regulations over the past 10 years, it has been 
hard. De-risking forces an institution to perform the cost-benefit 
analysis of doing business with a customer. ‘‘Operation Choke 
Point’’ is one of those many examples of Executive-overreach from 
the previous Administration. 

While this Administration has taken deliberate action to curb ef-
forts like ‘‘Operation Choke Point,’’ we must be vigilant for future 
occurrences and this isn’t theoretical, it is reality. 

I know firsthand how this occurs because I have experienced 
‘‘Operation Choke Point.’’ Now while I understand the importance 
of risk management, it is important not to view whole industries 
as potentially high-risk groups, apply a single standard to indus-
tries in different States with different business owners and values 
is inconsistent in my belief. 

So, Mr. Lewis, first question, how would you categorize the work-
ing relationship between State banking supervisors, Federal regu-
lators, and industry stakeholders when it comes to discussion of de- 
risking. 

Mr. LEWIS. Thank you for the question. From our experience I 
think there is some unevenness that echoes on. We are a federally 
chartered credit union so we don’t have much direct contact with 
the State regulators so NCUA is our examiner and regulator. We 
do, however, through law enforcement, we will receive subpoenas 
and we will receive others and a lot of times there’s not coordina-
tion between those various areas of law enforcement with regards 
to the subpoenas. 

Mr. WILLIAMS. OK. Next question also Mr. Lewis. I introduced 
H.R. 3626, the Bank Service Company Examination Coordination 
Act, this Bill would enhance State and Federal regulators’ ability 
to coordinate examinations and share information on bank’s tech-
nology vendors in an effective an efficient manner. 

So, my question would be, can you touch on the benefits to au-
thorizing State regulators to examine third-party TSPs (technology 
service providers) and how that could avoid duplicative examina-
tions and reduce regulatory burden on an institution? 

Mr. LEWIS. Yes. Again, thank you for the question. We again, we 
are a federally chartered credit union; I personally don’t have a lot 
of experience with State credit unions or regulators. What I can 
say is we welcome the opportunity to follow up with you in writing 
with that question, also we can provide a good and thorough an-
swer. 

Mr. WILLIAMS. OK, thanks. 
Mr. Clements, the Justice Department recently announced the 

end of ‘‘Operation Choke Point,’’ are you aware of any account ter-
mination notices since that announcement? 

Mr. CLEMENTS. Not aware of any. We haven’t conducted work on 
that point. 
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Mr. WILLIAMS. OK, thank you. 
I might ask if anybody else—so the question I talked to Mr. 

Lewis—again I repeat if anybody wants to answer it, can you touch 
on the benefits to authorizing State regulators to examine third- 
party TSPs and how that could avoid duplicative examinations and 
reduce regulatory burden on an institution, anybody would like to 
answer that? 

Yes ma’am? 
Ms. ECKERT. Congressman, I would just note that the question 

of State regulators has become an important issue because there 
are growing fines. For example, the New York, Department of Fi-
nancial Services has had significant fines on numerous banks and 
I think that because they are looking at it from a different perspec-
tive it has become a very significant issue in compatibility perhaps 
of how some of the regulators are actually looking at it. 

The other question is examiners and the disconnect either at the 
State level but in particular at the Federal level, the disconnect be-
tween what policy is and what is going on at the examination level; 
the examiners are sitting with the banks, day-in and day-out. I had 
a situation where one financial institution said their examiner 
asked them, ‘‘do you know your customers’ customer?’’ And when 
the Bank said, ‘‘well according to the 2006 guidance we don’t need 
to know our customers’ customer,’’ the examiner didn’t even know 
that there was August 2016 guidance. 

So, I think that there’s an important you know, compounding ef-
fect of State regulations on top of the Federal ones. 

Mr. WILLIAMS. OK, thank you. 
In my remaining time I might ask all of you, getting back to ‘‘Op-

eration Choke Point,’’ do any of you know, that if account termi-
nation notices have been sent out or anything or how that is going 
to happen, ‘‘Choke Point’’? 

OK, very good. 
I yield the rest of my time back, Mr. Chairman. 
Chairman LUETKEMEYER. The gentleman’s time is yielded back. 
With that we go to the gentleman from Tennessee, Mr. Kustoff, 

is recognized for 5 minutes. 
Mr. KUSTOFF. Thank you, Mr. Chairman. 
Thanks to the witnesses for appearing this afternoon. 
Mr. Lewis, if I could, I could go a little bit broad and talk about, 

going back to the 2008 financial crisis and the enactment of Dodd- 
Frank, we have seen Financial Service regulators expand their 
powers significantly, I think we can all agree to that. 

With the heightened regulatory requirements, coupled with the 
prospect of financial entities receiving fines for potential violations, 
we have seen the significant decrease of products that many com-
munity banks and credit unions now offer. I think a lot of times 
you see consumers look elsewhere to find where they can have 
their services met, their needs met. Some leave the financial sys-
tem entirely, if I could ask two questions. 

One is can you discuss the consequences to driving those cus-
tomers out of the financial system, that is the first question? 

And then the second question is, toward that end, where do those 
people typically go when they no longer have access to financial 
products that a credit union or a community bank would offer? 
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Mr. LEWIS. Well thank you very much for the question. 
I would like to add that, in addition to my role with UNFCU and 

with NAFCU, I also recently was the Vice Chairman of a commu-
nity development credit union in New York with less than $1 mil-
lion in assets so I have experience in both the large side and the 
small side. 

And with that community development credit union, unbanked 
and underbanked is a major problem in the community for various 
reasons, so if these folks leave the standard banking channels, they 
lose the opportunity for credit, they lose the opportunity for credit 
reporting, they end up in areas where it could be check-cashers or 
places where they are paying a huge amount of fees in order for 
them to be able to cash their checks; they don’t have access to 
standard insurance products. 

So, any time anyone’s pushed out of the traditional banking in-
dustry they are generally not going to a better place, certainly we 
know that from the credit union’s perspective; credit unions as fi-
nancial cooperatives owned by the members, the reason for being 
is to serve the members so we are always looking to serve those 
in our field of membership and we will continue to do so, but we 
think that anyone who leaves the system is not going to a better 
place. 

Mr. KUSTOFF. Thank you very much for your answer. 
Mr. Clements, if I could, we have talked about the problems 

along the southwest border and in February of this year, a report 
was issued by the GAO that examined de-risking along the south-
west border. The three factors I think you have identified are 
unique to account closings at financial institutions in the region. 
Specifically, I think you noted that these accounts are generally 
cash-heavy, they involve foreign account holders, and those trans-
actions cross or transcend country boundaries. 

Can you explain why these findings are unique to the southwest 
border and what are the characteristics that have been important 
drivers if you will behind the branch closures in the region? 

Mr. CLEMENTS. Correct. Those were the factors we had cited, 
one: The large number of cash transactions. Just to give you an in-
dication, the currency transactions, 30 percent more currency 
transaction reports filed by banks in the southwest border region. 
Compared to comparable counties. There is the issue of a lack of 
transparency if you have a lot of cash transactions. 

Then also the issue of the cross-border transactions. The concern 
there is that a transaction crossing the border can look very much 
like money-laundering even if it is a completely legitimate trans-
action. 

We spoke with a farmer in Nogales, Arizona, and she had oper-
ations in Arizona and Mexico and she needed to move moneys, wire 
moneys from her Mexican operation up to a U.S. bank and after 
a while the bank told her, this is too much risk for us having these 
transactions going back and forth. 

And then again last the issue of the foreign account holders is 
just a problem with being able to identify that customer and to 
meet the customer identification program requirements under BSA/ 
AML. 

Mr. KUSTOFF. Thank you very much. 
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And I yield back the balance of my time. 
Chairman LUETKEMEYER. The gentleman yield’s back. 
With that we go to the gentlelady from New York, Ms. Tenney, 

is recognized for 5 minutes. 
Ms. TENNEY. Thank you, Mr. Chairman. 
And thank you to the panel for appearing today. I really appre-

ciate you being here and obviously de-risking has become some-
what notorious especially in a community like mine but under the 
Obama Administration, ‘‘Operation Choke Point’’ attempted to cut-
off financing for ammunition and gun manufacturers like Rem-
ington Arms, which was founded in my district over 200 years ago 
and a new industry, a new competitor in that market called 
Oriskany Arms and so we know, we have experienced some of that 
in our own area. 

But I would like to look at a couple of other things, angles that 
de-risking and the links to the closure of a lot of branches, small 
businesses or small banks and community banks and also credit 
unions in my region which really dominate where I live, in my dis-
trict, and the implication on our very large immigrant and refugee 
populations, many of these people would like to send their money 
back to their home countries and do it in a safe way but under de- 
risking of course, they have been pulled from a reliable and a safe 
way to send that money over. 

One of the issues is by pulling that out and there was a study 
and the Government Accountability Office came up with some 
numbers that the banks are now just terminating those accounts 
and now they are not able to do this so they are forced to go into 
other means. 

I was wondering if you could comment, and I would just ask ev-
eryone across the board, generally on what is being done or what 
we can do on our side to try to deal with this de-risking phe-
nomenon and how we help people who are in that situation? And 
maybe we could just go right through from Mr. Clements on down, 
and I want to just save 1-minute left because I have a question for 
Ms. Eckert at the end, having to do with New York State. 

Mr. CLEMENTS. We have a variety of recommendations to the 
agencies to address de-risking including FinCEN and the banking 
regulators— 

Ms. TENNEY. Yes. 
Mr. CLEMENTS. Conducting retrospective reviews to really get at 

what are the underlying causes of de-risking rather than simply fo-
cusing on more superficial level of concerns. 

And then second, getting to your point of the remittances, we 
have asked Treasury to look at if de-risking is causing banks to 
cancel these accounts, therefore the remitters have to move to non-
banking channels, what is the implication of that for security, what 
is the implication for consumers being— 

Ms. TENNEY. Yes. 
Mr. CLEMENTS. Able to get the types of services they need. 
Ms. TENNEY. And as we go down the line, let me just also add 

that I am in an area where we don’t have as much connectivity in 
terms of broadband, in terms of being able to get on the Internet 
and we have a lot of a refugee population and a lot of our seniors 
don’t have access either so maybe you could address that while we 
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are saying how do we provide this service back to a bank where 
they are not going to be subjected to, in this case obviously from 
New York, excessive regulation coming on the New York side? 

Mr. CLEMENTS. The concern with— 
Ms. TENNEY. Yes. 
Mr. CLEMENTS. If a bank branch closes that obviously limits the 

number of options for the consumer. I was going to say one of the 
options would be mobile banking or online banking but that is not 
an option and— 

Ms. TENNEY. Not always, yes. 
Mr. CLEMENTS. A senior person is either forced to find another 

bank if there is one in that area. Or drive 45 minutes to 1 hour, 
one way to get to another institution. 

Ms. TENNEY. Thank you. 
Ms. Eckert and you know, while you are at it, quickly just com-

ment on the New York State regulatory regime in this space if you 
could, please? You alluded to it earlier so it got my interest on that. 

Ms. ECKERT. I think it is important, so what happens when these 
communities are de-risked, in the case of nonprofits and charities, 
their mission is to provide humanitarian development assistance so 
they don’t really have the option of saying, well we are not going 
to do it and only I think 3 percent of the cases, what we surveyed, 
did they cancel the program. 

What they have done is to find the other alternatives around, 
which is carrying cash, it is using unregulated money remitters. 
And all of those things come at a cost for charities in particular 
working in conflict zones, those come at a personal cost in terms 
of safety, carrying large bags of cash is enormously, inherently, 
dangerous for their staff and for their beneficiaries but more than 
that it drives these things underground which means that they are 
not traceable and that they are not transparent to regulators. 

The charities prefer to use the banking system, in fact some of 
them aren’t even comfortable with money service businesses as 
much but there is no alternative. 

Ms. TENNEY. Do you find that the New York State government 
has been effectively making it more difficult for a lot of these peo-
ple to have access or a lot of the charities that you are referring 
to not-for-profits having access to a way to be able to avoid having 
to carry around cash and to be putting themselves at risk? 

Ms. ECKERT. I don’t have— 
Ms. TENNEY. Quickly, I am running out of time. 
Ms. ECKERT. I don’t have direct information with regard to the 

New York system but what I will tell you is that the personal li-
ability now the individual compliance officers, those things all con-
tribute to what financial institutions have to decide, which is, it is 
just not cost-effective for us to bank these charities. 

Ms. TENNEY. Thank you very much to the panel, I am out of 
time, thank you. 

Chairman LUETKEMEYER. The gentlelady’s time has expired. 
With that we go to the gentleman from Kentucky, Mr. Barr who 

is Chairman of our Monetary Policy Committee— 
Mr. BARR. Thank you, Mr. Chairman— 
Chairman LUETKEMEYER. You are recognized for 5 minutes. 
Mr. BARR. Thanks for holding this important hearing. 
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And I wanted to start with Mr. Lewis and touch on some testi-
mony that you offered earlier about the need to modernize SARs 
and these Suspicious Activity Reports under the Bank Secrecy Act 
and the—and your call for a greater guidance and certainty from 
the regulators may be a safe harbor. 

What percentage of SARs would you say if you have an estimate, 
would actually justify further scrutiny or investigation by regu-
lators or officials investigating genuine cases of terror-financing or 
money-laundering? 

Mr. LEWIS. I would say on the terrorist-financing side, a very, 
very, very small percentage. 

On the money-laundering side, I couldn’t quote a percentage. I 
would say that there’s some but many of the SARs that we file, 
while I think they are legitimate SARs under the guidance are 
probably not indicative of any sort of illegal activity, remember 
SARs is suspicious activity, it is not necessarily an illegal activity. 

Mr. BARR. Right. And that is the difficult balance that we have 
to, as policymakers, we have to figure out how to strike that bal-
ance. 

If we were to create a safe harbor or if the regulators were to 
create a safe harbor, well how would we know we are not missing 
something? 

Mr. LEWIS. Well I think that is always the balance. We are never 
going to be sure we are not missing something but there’s going to 
be a balance of the effort and what the utility of it is, is that I 
couldn’t sit here today and chart that out for us but certainly I 
think it is worthy of a robust discussion and we would welcome the 
opportunity to discuss that further. 

Mr. BARR. Thanks, and I will move on but I would invite further 
feedback from any of the witnesses about what a safe harbor would 
look like, so as to ease compliance burdens while at the same time 
not missing any critical information for law enforcement. 

Ms. Haddad, from your testimony it sounds like you believe there 
is obviously a complicated set of factors that have led global banks 
to de-risk and stop offering some or all services in a particular re-
gion due to non-credit risk. 

In your mind what is the number one reason why these banks 
are de-risking? 

Or if there’s more than one factor, you can offer that as well? 
Ms. HADDAD. I do think that it is difficult to pin-point the num-

ber one because they are all interrelated so profitability concerns 
is related to increased costs of compliance and so all of the factors 
end up being related to one another. 

But I do think that one of the biggest challenges is around bal-
ancing the cost of compliance with the revenue potential of a par-
ticular relationship. 

Mr. BARR. And I am sure you have already touched on this but 
can you amplify your testimony on what role new technology and 
third-party providers of independent standardized assessments of 
respondent banks compliance with global standards might have on 
de-risking? 

Ms. HADDAD. Sure. Today there does not exist a global bench-
mark. It is frankly what we are creating at Sigma Ratings and the 
relevance of this is that if there is a global standard and there is 
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one tool that is used to conduct initial due diligence that provides 
a baseline for correspondents to actually look at their respondent 
relationships, this standardization will allow them to have a start-
ing point from which they can then do additional due diligence. 

So today the way that it works is that these respondent banks 
have a number of correspondent banking relationships sometimes 
you know, 10 to 20 correspondent banking relationships and they 
are required to provide the same information to each of those, over 
and over and over again and then each of the global banks or the 
regional banks are then required to review all of that information 
individually and provide their own risk assessment. 

If there is a standardized approach that provides a baseline risk 
assessment on all of the respondent banks or potential respondent 
banks, then each of those global correspondents can start from that 
point and then do additional due diligence on top of it. It would re-
duce the redundancies that are happening across the entire system 
and it would also allow for banks to focus their time and energy 
and money on real risk. 

Mr. BARR. And in my time remaining, back to my question to Mr. 
Lewis, what would a safe harbor on SARs look like, how might this 
platform that you are creating limit the number of superfluous or 
unnecessary SARs? 

Mr. LEWIS. Thank you. I think what Ms. Haddad’s company has 
done is excellent. I think it is a great start and it is a direction and 
any information is good information, the question of course is how 
expensive the utility but certainly I think any information is good 
information for us to have but how much is that information going 
to cost us. 

Chairman LUETKEMEYER. The gentleman’s time— 
Mr. BARR. My time has expired. 
Chairman LUETKEMEYER. —has expired. 
Votes have been called but we have two witnesses or two ques-

tioners yet. 
So, Mr. Green from Texas is recognized for 5 minutes. 
Mr. GREEN. Thank you, Mr. Chairman. 
I thank the Ranking Member as well. 
And I also thank the witnesses for being here today to discuss 

de-risking, which is another way of saying closing accounts, and 
these accounts are being closed to avoid legal liability. And by the 
way, there’s nothing wrong with avoiding liability. I think that it 
is perfectly appropriate that you avoid liability if you can. 

The question that I have has to do with the NGOs that are try-
ing to be of help and that are finding themselves without the 
means by which they can transfer large sums of money to people 
who are in need of the help. That is doing good but running into 
obstacles that are just not appropriate sometimes. 

So, my first question is to what extent does this problem exist? 
I have talked to at least two NGOs, there may be many more, there 
may be just a few but to what extent does the problem exist as it 
relates to NGOs, these are nongovernmental organizations? 

Ms. ECKERT. Congressman, as a colleague of mine has said, we 
have been admiring the problem, we know that there is a problem. 
Two-thirds of all U.S. charities, NPOs are facing financial access 
difficulties and that has a very serious impact on their ability to 
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be able to transfer funds for humanitarian and development assist-
ance. 

Part of the problem is that it is not just closing of accounts and 
that is one of the reasons why going beyond de-risking, the term, 
we talk about financial access because in the case of nonprofit orga-
nizations, delay and denial of wire transfers are actually a very se-
rious problem; when it takes 6 months to provide fuel for a hospital 
in Syria, the situation is obviated; when it takes so much time to 
actually get the bank to provide permission for the wire transfer, 
the assistance is thwarted and in that regard the utility, the tech-
nologies, that we have been talking about. 

KYC Utilities can actually provide a significant path forward and 
that is because of the repeated requests for information, the same 
charity gets repeated quest—requests from the same Bank for the 
information. If we are able to create a utility where all of the NPO 
information resides, financial institutions can actually rely, go 
there, get all of the information about their internal compliance, 
their due diligence procedures, and that is a repository or KYC 
Utility for nonprofits is something that the World Bank and 
ACAMS processes is exploring. 

Mr. GREEN. It is ironic that you would mention the example that 
you did because that is exactly what was called to my attention 
about the delay that it was taking, what was thought to be an inor-
dinate amount of time, an unusual amount of time to do something 
that was thought to be relatively simple so but again I understand 
that it is happening but is it happening to a large number of enti-
ties, 10 percent, 50 percent, 20 and just a guesstimate? 

Ms. ECKERT. The study that was conducted and released last 
year found two-thirds of all U.S. charities, NPOs, are experiencing 
these problems. 

Mr. GREEN. Two-thirds? 
Ms. ECKERT. Two-thirds and that was surprising. 
Mr. GREEN. OK. 
Ms. ECKERT. It was extremely surprising and I would just say 

with regard to the problems that are experienced, account closures 
represented only 6 percent, refusal to open accounts was about al-
most 10 percent but the transfers delayed was 37 percent of the 
charities that were actually surveyed so that kind of delay, fee in-
creases, et cetera are really posing very serious problems for the 
provision of important humanitarian and development assistance. 

Mr. GREEN. Ms. Yearwood, do you have any additional comments 
on this? 

Ms. YEARWOOD. The only comment I would like to add is that 
this isn’t only a problem for charities. I can cite at least one Carib-
bean government that could not get a bank account for their em-
bassy here in the United States and so this doesn’t only have impli-
cations for charity, it has implications for diplomacy. 

Mr. GREEN. Well thank you very much. 
Mr. Chairman, thank you for the time. I do have another ques-

tion but I think it might go well beyond my 12 seconds, so thank 
you very much. 

I yield back. 
Chairman LUETKEMEYER. The gentleman yield’s back his time. 
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With that we go to the gentleman from North Carolina, Mr. 
Pittenger is Vice Chairman of the Terrorism Financing Committee, 
you are recognized for 5 minutes. 

Mr. PITTENGER. Thank you, Mr. Chairman. 
Really appreciate each of you being here today. I know you made 

a great effort to do that and your knowledge is very much appre-
ciated. I would like to just address to a greater extent, further dis-
cussion, issues related to the cumulative effects of the AML/CFT 
and risk management compliance on the financial service industry. 

Just Mr. Lewis, if you could please, just give me some effect, im-
pact of the account of these terminations by this de-risking? 

Mr. LEWIS. Thank you very much for the question. 
I think from my perspective UNFCU, we have one very, very sig-

nificant example of this and we have several but that would be 
with regards to international remittances through Dodd-Frank and 
through the Bureau’s ruling and rules; we had to basically change 
our entire remittance business. We were able to originate remit-
tances ourselves for our members but then certain requirements 
came in to be with regards to disclosures. 

One disclosure was all the fees that would be taken out, the 
problem is we don’t control that transfer so if there’s a transfer 
going to Asia it may go through a correspondent bank in Europe 
and then through a correspondent bank in Asia and they may take 
fees out of that so what we had to do is because we couldn’t do 
that, we had to go to a third party to do that and what that ended 
up doing is it ended up increasing the expenses for our members 
because we had to go to the third party. 

In addition to that, it ended up consolidating the industry be-
cause what you had was many credit unions have gotten out of the 
business of remittances, obviously simply can’t afford the tech-
nology and they can’t track it as well so you have this consolidation 
which increases fees and costs and then on top of that, as I was 
saying earlier, on our technology side in order to do that, it was 
a million dollars. 

So that is just one small example of what we endured with re-
gards to one specific type of regulation and I know the credit 
unions across the board are experiencing similar situations. 

We as credit unions don’t really fire customers, we don’t have 
that luxury if you will to do that. The best we can do because we 
can’t terminate an account without a very, very long process so the 
best we can do is restrict services but it is a real issue and a real 
problem for credit unions. 

Mr. PITTENGER. Thank you, sir. 
Sure, Ms. Eckert? 
Ms. ECKERT. Mr. Pittenger in terms of additional monitoring 

compliance costs of AML/CFT regulations, some have placed it at 
$4 billion annually, one bank reported that over 4,000 additional 
compliance staff— 

Mr. PITTENGER. Yes. 
Ms. ECKERT. —in 1 year were hired at a cost of a billion dollars. 

In 2016, the Association for Certified Anti-Money Laundering Spe-
cialists surveyed their members and found that three-fifths of the 
respondents cited enhanced regulatory expectations as the greatest 
AML compliance challenge. 
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So, these are real costs. No one is saying that it is solely due to 
that but it is among the most frequently cited causes of de-risking 
or financial access difficulties. 

Mr. PITTENGER. Thank you. 
Ms. Eckert, let me address the issues related to law enforcement 

and national security agencies and their ability to track financial 
activities and potential criminals, does de-risking make it harder 
for them to do that? 

Ms. ECKERT. I would say absolutely, sir, because as charities and 
other de-risked communities have to find alternatives, they go to 
unregulated money remitters, they go to Hawalas, they go to places 
where they are not transparent or traceable and that is contrary 
to what our money laundering and terrorist financing regime is all 
about, and that is responsibility of financial institutions and others 
and traceability and transparency so I think that the negative im-
plications for counter-terrorist initiatives and security overall are 
quite significant. 

Mr. PITTENGER. Thank you very much. 
Mr. Clements, I would like to ask you if you would just speak 

to the specifics of what impact communities face when banks as 
well as bank branches close up and move away due to de-risking? 

Mr. CLEMENTS. There were a variety of challenges for the com-
munity. Just for the consumer angle, the consumers are going to 
lose that access to the service. On a broader economic scale, you 
are going to have less business lending which then will ultimately 
flow down into lower employment, lower wages would be some ex-
amples. 

Mr. PITTENGER. Thank you. Can I ask another question? I don’t 
have enough time. 

Thank you. 
Chairman LUETKEMEYER. The gentleman yield’s back. 
With that I want to thank the witnesses for being here today. I 

would love to follow up a little bit more here but we have to rush- 
off to a vote. 

The Chair notes that some Members may have additional ques-
tions for this panel, which they may wish to submit in writing. 
Without objection, the hearing record will remain open for 5 legis-
lative days for Members to submit written questions to these wit-
nesses and to place their responses in the record. Also, without ob-
jection, Members will have 5 legislative days to submit extraneous 
materials to the Chair for inclusion in the record. 

With that this hearing is adjourned. 
[Whereupon, at 3:39 p.m., the subcommittee was adjourned.] 
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A P P E N D I X 

June 26, 2018 
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