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Purpose
This report details key findings of the Financial Crimes Enforcement Network’s
(FinCEN) assessment of Suspicious Activity Reports (SARs) filed from May 2, 2007,
through April 30, 2008,1 by insurance companies and includes some preliminary
observations about SARs filed from May 2008 through October 2009. It compares
the results through April 2008 with a similar study of the first year of required
reporting by segments of the insurance industry (May 2, 2006, through May 1,
2007).2 FinCEN analyzed insurance filings to identify typologies, patterns, and
trends related to filing volume, filer location, subject details, characterizations of
suspicious activities, insurance products, and other relevant information. Analysis
includes summaries of SAR narratives identifying reported money laundering risks
and vulnerabilities. In identifying potential trends, FinCEN reached out to
representatives of the Bank Secrecy Act Advisory Group (BSAAG)3 to better
understand what the industry is seeing with regard to these trends. That
information is summarized in the Significant Findings section.
This report also offers insight into the quality of the SAR reporting. SAR narratives
should make available clear, concise, and valuable information to law enforcement
investigators. Providing feedback to filers promotes better information for law
enforcement and helps shape future industry compliance efforts. In turn, insurers
covered by Bank Secrecy Act (BSA) anti-money laundering requirements should
ensure that their compliance programs enable them to detect and report the range of
suspicious activities that they may encounter.
1.

Because 2008 is a leap year, the dates of May 2, 2007–April 30, 2008, were chosen for this study to
mirror the 365-day period covered by the first annual study.

2.

Insurance Industry Suspicious Activity Reporting: An Assessment of Suspicious Activity Report
Filings (April 2008).

3.

The Annunzio-Wylie Anti-Money Laundering Act of 1992 required the Secretary of the Treasury
to establish the Bank Secrecy Act Advisory Group (“BSAAG”) as a forum for the financial services
industry, law enforcement and regulators to advise the Secretary on ways to enhance the usefulness
of Bank Secrecy Act (“BSA”) reporting. Since 1994, the Advisory Group has served as a forum for
these groups to communicate on the uses of Suspicious Activity Reports, Currency Transaction
Reports and other BSA reports, and how recordkeeping and reporting requirements can be
improved. The BSAAG utilizes a variety of permanent and ad hoc subcommittees to identify and
analyze relevant issues.
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Executive Summary
FinCEN’s assessment of SARs filed by insurance companies in the one-year period
from May 2, 2007, through April 30, 2008, finds that most filers are primarily
reporting on various suspicious payment methods. Additionally, while SAR filings
almost doubled in the second year of mandatory reporting, from 641 to 1,276 SARs,
virtually half of the filings—628 reports—came from the subsidiaries of two parent
companies. With a few exceptions, the quality of SARs provided by insurance
companies continues to be good. However, the filing patterns, while not conclusive,
may be an indication of significantly divergent approaches to meeting SAR filing
requirements, with some institutions not yet demonstrating the breadth of focus that
others have incorporated into their compliance programs.
Several types of suspicious activity were largely reported by one or two insurance
companies, and rarely reported by the rest. For example, 48 of the 62 SARs describing early or excessive borrowing were filed by subsidiaries of two parent companies;
however, the five leading SAR filers combined for only six such SARs. Likewise, 42
of the 65 reports of subjects making large withdrawals despite penalties came from
just four parent companies, while the five leading SAR filers reported only three
cases. This may be a reflection of the different products offered by insurance
companies as well as the different markets in which they conduct their business. It
may also, however, indicate significant divergence in the way some insurance
companies are approaching SAR filing requirements. Notwithstanding these
observations, the three most cited activity characterizations of each of the four top
filing parent companies—excluding “Structuring/Money Laundering”—constituted
over 90 percent of the SARs of each parent.
The top reported states based on subject location were New York, California, New
Jersey, Florida and Texas. Policy holders and annuity owners continue to be the
most reported subjects in the SAR filings for insurance products, and while most
were individual subjects, business entities, trusts and retirement plans were also
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reported as subjects. Ninety-four SARs named insurance insiders as subjects,
primarily agents and brokers. Gatekeepers4, whose occupations may give them
direct responsibility to manage money for others, such as accountants or lawyers,
accounted for a total of 242 SARs.
The second year of insurance SAR filings revealed some potential trends in illicit
activity. Some of the typologies evidenced in the narratives appeared very similar
to classical examples of the money laundering stages of layering and integration.5
For example, as seen with the first year of mandatory reporting, many SARs again
reported subjects using multiple cash equivalents (e.g., cashier’s checks and money
orders) from different banks and money services businesses to make insurance
policy or annuity premium payments. Fewer reports cited customers willing to
incur significant penalties for surrendering their annuity policy early. Approximately 43 percent (545 of the 1,276 SARs) identified one or more business owners or
self-employed individuals as subjects.
The rate of increase in insurance company SAR filings have slowed in the period
following this study (May, 2008 – October, 2009). During this period, 107 distinct
filers submitted 2,109 SARs, 17 companies averaged at least 1 report per month,
and 6 filers surpassed 100 reports. The highest volume by any one filer during this
period was 281 SARs. Self-designated SAR-ICs increased dramatically in the third
year of mandatory filings by the insurance industry.

4.

For the purposes of this assessment, term also includes non-financial managers and/or executives of
non-finance-related firms who exert some control over financial resources.

5.

Money laundering is a process accomplished in three stages:
Placement: Requires physically moving and placing the funds into financial institutions or the
retail economy. Depositing structured amounts of cash into the banking sector, and smuggling
currency across international borders for further deposit, are common methods for placement.
Layering: Once the illicit funds have entered the financial system, multiple and sometimes complex
financial transactions are conducted to further conceal their illegal nature, and to make it difficult
to identify the source of the funds or maintain an audit trail. Purchasing monetary instruments
(traveler’s checks, banks drafts, money orders, letters of credit, securities, bonds, etc.) with other
monetary instruments, transferring funds between accounts, and using wire transfers facilitate
layering.
Integration: The illicit funds re-enter the economy disguised as legitimate business earnings
(securities, businesses, real estate). Unnecessary loans may be obtained to disguise illicit funds as
the proceeds of business loans.

4
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One group of subjects, who shared numerous identifiable commonalities, including, in particular, owning or managing high cash generating businesses and using
alternatives to traditional banking services, were identified in 483 SARs (38 percent
of total filings), with the narratives describing Money Laundering/Structuring as
the primary reason for the filings. Policy or annuity owners were most frequently
named as the subject of the SARs, and more than half of the filings (58 percent) designated at least one subject as a business owner, often of cash-intensive businesses.
The subjects frequently used personal checks in combination with cash equivalents
to make premium or annuity payments, and filers indicated in some instances that
the activity may have been indicative of attempts to evade taxes.
Certain life settlement products and third-party products, such as viaticals and
stranger-owned life insurance, continue to be reported by insurance companies.
While viaticals were excluded from the covered products under the final rules for
the insurance industry, it is notable that the industry continues to identify potential suspicious activity related to these products. With regard to other non-covered
products, the most frequently reported was term life insurance. The reasons cited
for filings of non-covered products based on the SAR narratives ranged from money
laundering/structuring to various types of fraud and matches to “watch lists.”
While some insurance companies had experience filing securities and futures SARs
prior to the rule requiring SARs for covered life insurance products, some may not
be focusing on the complete range of vulnerabilities associated with their covered
products. FinCEN acknowledges that because the insurance industry files on a
SAR form designed for the securities and futures industries (the SAR-SF), filers face
limitations in identifying some suspicious activity on the form and as a result report
on fewer types of activity than some other industries reporting on a form designed
specifically for their industry. As such, FinCEN anticipates that the number of
filings will continue to increase as AML compliance programs continue to evolve for
the industry.
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Background
The USA PATRIOT Act expanded the definition of “financial institution,” authorizing FinCEN to establish anti-money laundering regulations and SAR filing requirements for certain segments of the insurance industry. The SAR-filing regulation for
insurance companies, which became effective on May 2, 2006, mandated SAR filing only for those insurers that issue or underwrite specified “covered” products.6
“Covered” products include permanent life insurance policies (other than group life
insurance policies), annuity contracts (other than group annuity contracts), and any
other insurance products with cash value or investment features.7
This is the fourth FinCEN study of SARs filed on activities related to insurance
companies and/or insurance products.8 A report issued in February 2003 analyzed
SARs filed between 1996 and 2002, related to life insurance products. In May 2007,
FinCEN released an analysis of SARs filed in the 10-year period prior to May 2006,
when insurance companies could voluntarily file a SAR identifying suspicious transactions involving insurance companies, insurance agents, or insurance brokers.9 In
April 2008, FinCEN published an assessment of the first year of required SAR filing
by segments of the insurance industry. This year’s publication reviews the second
year of mandatory insurance company SAR reporting. It considers a wide range of
factors relevant to insurers’ reporting of suspicious activities. The assessment’s findings and analyses should provide insurance companies further insight into reporting trends, product vulnerabilities, and the quality of insurance-related SARs.

6.

31 C.F.R. § 103.16.

7.

31 C.F.R. § 103.16(a)(4).

8.

The SAR Activity Review, Trends, Tips and Issues, Issue #5 (February 2003) at
http://www.fincen.gov/news_room/rp/files/sar_tti_05.pdf.

9.

The SAR Activity Review, Trends, Tips and Issues, Issue # 11 (May 2007) at
http://www.fincen.gov/news_room/rp/files/sar_tti_11.pdf.

Insurance Industry

7

Financial Crimes Enforcement Network

8

Insurance Industry

Financial Crimes Enforcement Network

Methodology
FinCEN used BSA database tools to retrieve all SARs filed by insurance companies
and/or insurance carriers from May 2, 2007, to April 30, 2008. FinCEN instructed
covered insurers to file on FinCEN Form 101: Suspicious Activity Report by the
Securities and Futures Industries (SAR-SF) until an insurance-specific SAR form is
published. Guidance also mandated that filers add “SAR-IC” in Field 36 (“Name
of financial institution or sole proprietorship”)10 and begin the narrative field with the
term, “Insurance SAR.”11
During this study’s covered time period, filers submitted 13,581 SAR-SFs. Of these,
887 notated insurance SARs. A review of all 13,581 SAR-SFs identified an additional
298 records filed by insurance companies and dealing with insurance products. In
order to provide complete feedback to the insurance industry, FinCEN analyzed all
1,185 insurance company SAR-SF filings (including those involving non-covered
insurance products). Additionally, 91 SARs filed by or on behalf of insurance
companies incorrectly used Treasury Form TD F 90-22.47: Suspicious Activity Report
(SAR-DI).12 This assessment includes these reports, bringing the total number of
SARs analyzed to 1,276. FinCEN analysts grouped the 1,276 SARs by filer, and then
grouped the filers by their ultimate parent companies. This study does not include
SAR filings by investment companies handling annuities or SARs filed by banks
related to insurance products or agents.
While the methodologies used in identifying SARs for this study and the study
published in 2008 were similar, and some comparisons can be made between the
trends and patterns of the two reports, this study does reflect changes as to how
information contained in the filings was analyzed in the sections described below.
As a result, direct comparisons cannot be made for these findings.
10. Various BSA filing systems truncate Field 36 after the first 25, 30, or 35 characters. The longer
names of some filers makes it impossible to see everything entered in Field 36. However, of the 161
SAR-SFs with some portion of “SAR-IC” visible in Field 36, all but four filers also identified the
record as an insurance SAR in the narrative.
11. http://www.fincen.gov/insurance_companies_faq.html.
12. SAR filings on TD F 90-22.47 by, or on behalf of, insurance companies were isolated by searching
the database for key insurance-related terms, such as “insurance” or “annuity,” and identifying
which of these were filed by insurance companies.

Insurance Industry

9

Financial Crimes Enforcement Network
Subject Location
Due to a refinement in methodology, the breakdown of SAR subjects by states and
territories of address, reflected in Graph 5, is not perfectly comparable to that
appearing in the assessment of the first year of mandatory SAR filings.13 That
assessment counted the number of SAR subjects with a given state of address and
did not adjust for different variations of the same subject name. This study counts
single subjects with different states of address once for each listed state of address.
Filings by Subject Occupation or Type of Business
Some of the disproportionate increases (from the assessment of the first year of
mandatory filings) in number of SAR filings in certain categories in this section of
the report are the result of changes in this assessment’s data-categorization methodologies. For instance, the number of filings involving gatekeepers increased from
23 to 242. Much of this increase can be attributed to a change in the way this report
defines the term “gatekeeper.” Last year’s study excluded “non-financial managers of non-finance-related firms.” However, non-financial managers and executives
in many types of non-finance-related firms can exert control over at least some of
a firm’s financial resources. Therefore, this year’s study classifies all managers and
executives as “gatekeepers.”
This year’s study also measured filings involving subject roles related to insurance
products in a different way than the April 2008 assessment. Last year’s study
counted the number of SAR subjects that fell into one of the categories, such as
applicant or beneficiary. For example, the number 355 in Table B1 of the Appendix
represents the number of SAR subjects from last year’s study classified as one or
more of the listed life policy roles. This year’s study counts the number of SARs
with a subject in one or more of the listed roles. Therefore, the number 853 in Table
1 lists the total number of SARs from this year’s study with one or more subjects
characterized as one or more of the noted life policy roles.

13. See Graph B4 “Insurance Industry SAR Subjects by States & Territories May 2, 2006 – May 1, 2007”
in Appendix B.
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Filings Related to Insurance Insiders and Filings Related to Gatekeepers
This study differs from the assessment of the first year of mandatory filings in the
way it categorizes subject roles. The prior report categorized each SAR by all unique
subject roles reported in the given filing. Thus, one subject may have been a policyholder/beneficiary and another may have been a policyholder/insured party. Based
on this methodology, statistics generated would have counted each unique combination in a different category. As the number of SARs and potential combinations of
role permutations increase, accounting for each subject in this way would become
difficult to analyze. The methodology for this assessment did not categorize each
subject by all the applicable roles. Rather, it accounted for all of the individual roles
any subject may have played as reflected in a filing. Thus, a filing with one policyholder subject and ten beneficiary subjects would have counted the same way as a
filing with one subject that was both a policyholder and a beneficiary.
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Research & Analysis
The filings retrieved for the time period covered by this study encompass 1,276
known records using FinCEN Form 101 (SAR-SF) and form TD F 90-22.47 (SAR-DI).
Various tables representing data for the total SAR filings follow. Graphs and tables
from the first FinCEN annual review of insurance industry related SARs are
included in Appendix B for comparisons or trend analysis.

Filings by Month
GRAPH 1
Insurance Industry Suspicious Activity Reports Filings per Month
May 2, 2007 – April 30, 2008
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Filings increased sharply in October 2007 (comprising more than 18 percent of the
second year’s total) before dropping significantly to the lowest monthly volume in
November. The increased filings in the months of August, September, and October
can be attributed, at least in part, to subsidiaries of one parent company. These
subsidiaries filed 59 of 142 SARs for August 2007 (42 percent of the month’s total), 69
of the 124 SARs for September 2007 (56 percent of the month’s total) and 147 of the
233 SARs for October 2007 (63 percent of the month’s total). These 275 filings
represent 59 percent of that parent company’s total for the year. The number of
these filings with activity dates of more than 6 months before the filing date seems
to indicate that, during these months, the parent or its subsidiaries may have
performed reviews of earlier transactions.
Graph 2 shows the monthly breakdown for the first two years of mandatory filings
by segments of the insurance industry, illustrating both total SARs filed and SARs
self-designated as Insurance SARs (SAR-SFs designated as insurance industry SARs,
henceforth referred to as “SAR-ICs”). As Graph 2 shows, most SARs from insurance
companies designated themselves as SAR-ICs, but a significant percentage did not.
GRAPH 2
Insurance Industry SARs and Self-Designated SAR-ICs Filings per Month
May 2, 2006 – April 30, 2008
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Preliminary Feedback on SAR Filings for May 1, 2008, to October 31,
2009
Graph 3 represents a preliminary look at the total insurance industry SAR filing in
the 18-month period from May 1, 2008, to October 31, 2009,14 including SARs that
designated themselves as SAR-ICs.15 A comparison of Graph 2 and Graph 3 shows
the percentage of self-designated SAR-ICs increased dramatically in the third year
of mandatory filings by the insurance industry. In every month, at least 73.5 percent
of the total filings designated themselves as SAR-ICs. Over the 18-month period, 84
percent (1,774 of 2,109 insurance company filings) were self-designated as SAR-ICs,
reflecting greater consistency with respect to self identification of filings as SAR-IC.
GRAPH 3
Insurance Industry SARs and Self-Designated SAR-ICs Filings per Month
May 1, 2008 – October 31, 2009

14. These filings constitute the first 18 full months of reporting after the release of FinCEN’s first
assessment of mandatory insurance industry filings in April 2008, Insurance Industry Suspicious
Activity Reporting: An Assessment of Suspicious Activity Report Filings (April 2008).
15. The narratives of these filings have not been analyzed in detail.
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Graph 3 also reflects another spike in filings in October 2008, though this increase
did not occur as a result of a high volume of filings by any one filer, as was the case
with the May 2007–April 2008 filings. During this period, 107 distinct filers
submitted the 2,109 SARs filed during this 18-month period, 17 companies averaged
at least 1 report per month, and 6 filers surpassed 100 reports. The highest volume
by any one filer during this period was 281 SARs.

Filer Locations
Eighty-six distinct entities from twenty-eight states and Puerto Rico filed the 1,276
SARs covered by the 2007–2008 study. The five most frequent filer states of
address—including New York (47 percent), Massachusetts (15 percent), Wisconsin (8
percent), Connecticut (5 percent), and Minnesota (5 percent)—accounted for 80
percent of these 1,276 SARs. Graph 4 displays the number of reports based on the
state or territory of the filer’s address.
GRAPH 4
Insurance Industry SARs by States & Territories of Filer Address
May 2, 2007 – April 30, 2008
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In comparison with statistics from the first year of filings, New York and Massachusetts exchanged positions as top filer state of address, with New York moving
to first place, and Ohio went from third to seventh (behind Wisconsin, Connecticut,
Minnesota, and Iowa) most frequently listed filer state of address. Wisconsin moved
from fourth to third, and Connecticut moved from eighth place (where it was equal
to Nebraska in number of filings) to fourth position. Minnesota replaced Iowa as the
fifth most frequently listed filer state of address.
In each of the most frequently listed filer states of address, subsidiaries of one or
two ultimate parent companies generated most of the filings. Subsidiaries of two
parent companies filed 94 percent of the SARs listing New York as the filer’s state
of address. Subsidiaries of different single parent companies accounted for large
percentages of reports listing filer addresses in the other four top states: Massachusetts (83 percent), Wisconsin (94 percent), Connecticut (91 percent), and Minnesota
(93 percent). In many of these cases, a single subsidiary generated most of that
parent’s filings.

Subject Location
Given the potential vulnerabilities associated with some insurance products,
suspected fraud or money laundering through such products is primarily detected
after a policy or annuity is issued. Additionally, suspicious activity may take place
in one location but be detected and reported in another. While insurance companies
may offer their products through a number of distribution channels in a number of
states, they may also centralize the processing unit and service center in one
location. And while the filer locations offer a valid analytic metric, comparatively
or by themselves, subject locations may provide more significant insight(s) into the
geographic distribution of suspicious activities. Graph 5 depicts subject location as
listed in the filings covered by this study.
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GRAPH 5
Insurance Industry SAR Subjects by States & Territories of Address
May 2, 2007 – April 30, 2008

The 1,276 reports discussed in this assessment named 1,399 subjects with addresses
in 46 states, Puerto Rico, and American Samoa.16 The top five subject location states
in this year’s assessment were New York (27 percent of subjects), California (11
percent of subjects), New Jersey (8 percent of subjects), Florida (7 percent of
subjects), and Texas (6 percent of subjects). These were the top five subject location
states in last year’s assessment as well, with only Florida and New Jersey reversing
positions in ordinal rank.

16. FinCEN analysts used personally identifiable information to avoid counting recurring instances of
the same subject with the same state of address. In instances where the recurrences could not be
verified, all were treated as different subjects.
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Filings by Subject Occupation or Type of Business
While individuals accounted for the majority of listed subjects in the SARs, filers
also reported business entities, family trust funds and retirement plans as subjects.
Approximately 44 percent, or 558 of the 1,276 SARs, identified a subject as one or
more of the following: business owner, self-employed, trust, trustee, or investor.17
Almost all of these filings (545 of the 558 SARs) named one or more business owners
or self-employed individuals as subjects. Ten additional filings named one or more
physicians as subjects, without also classifying a subject in one of the previously
mentioned categories. Many filings did not provide specific information about the
occupations of one or more subjects, so occupation totals should be viewed as
minimums.
In an attempt to identify potential trends, subjects of the 1,276 filings were divided
into categories based in part on their occupation and in part on their relationship to
the insurance product involved in the transaction. The data is derived from several
sources on the SAR-SF: Field 7 (“Occupation or type of Business”), Field 20 (“Is
individual/business associated/affiliated with the reporting institution?”), and the
narrative section (Part VI). 18

17. Percentage reflects entries in Field 7 (“Occupation or Type of Business”) and information derived from
narratives.
18. The corresponding parts on Treasury Form TD F 90-22.47: Suspicious Activity Report (SAR-DI) are
Field 26 (“Occupation/Type of Business”), Field 31 (“Is the relationship an insider relationship?”), and
the narrative section (Part V).
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The study characterizes the subjects based on their relationship to the insurance
products. These include different instances and combinations of the following roles:
policyholder, applicant, beneficiary, insured party, annuity owner, caregiver, and
payer for other parties’ annuities and policies. Table 1 includes summaries of the
numbers of SARs that contain subjects in the previously described roles.

TABLE 1

Categorization of Subjects Identified in SAR Narratives:
May 2, 2007 – April 30, 2008
Role of Subject(s) Identified in Narratives
Life Insurance: Applicant, Beneficiary, Insured Party,
Payer, Prospective Client, or Caregiver
Gatekeeper
Annuity: Annuitant, Applicant, Beneficiary, Owner,
Payer, or Prospective Client
No Role of Subject Described or Identified
Insurance Insider

SARs
853
242
192
134
94

The following should be noted regarding this data:
First, this data does not compare directly with the occupational data derived solely
from Field 7 (“Occupation or Type of Business”) on the SAR-SF or the corresponding
Field 26 on the SAR-DI. Filers sometimes leave these fields blank. Filers also sometimes provide information in narratives that is different from the information they
provide in these fields.
Second, the data does not directly compare with other information collected on the
SAR form with reference to the specific instruments involved in the reported
transactions. For example, analysis identified 214 filings that involved annuities (see
Table 7). Table 1, however, shows 192 filings that named an annuitant, applicant,
beneficiary, owner, payer, or prospective client (a prospective buyer of an annuity)
as a subject in the narrative based on their relationship to an annuity. There are
fewer annuity owners and applicants than annuity filings because some narratives
placed more emphasis on a gatekeeper or insurance insider as the one whose
suspicious activities were being characterized. The roles of the subjects in these
filings would be classified as insurance insiders or gatekeepers even though the SAR
may have involved an annuity.

20
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Table 1 lists the total number of SARs from this year’s study with one or more
subjects characterized as one or more of the noted life policy roles. Tables 2 and 3
further break down the categories of roles played by subjects referenced in Table 1.
These subcategories are based on information contained in the narrative; however,
several roles, like policyholder, are generic. A subject characterized or described in
a manner consistent with the role of policyholder in a narrative does not mean that
he/she was neither the insured party nor beneficiary. In many instances, the
narrative simply did not elaborate further on the subject’s/subjects’ role(s).

TABLE 2

Life Insurance Applicants, Beneficiaries, Policyholders, Insured Parties, Payers, Caregivers, and Prospective Clients:
May 2, 2007 – April 30, 2008
Role of Subject Identified by the Narrative
Policyholder/Owner
Insured Party
Non-Insured Party
Beneficiary
Policy Applicant/Prospective Client
Non-Beneficiary
Beneficiary – Viatical Sale
Apparently Unrelated Third-Party Payer for the Policy

SARs
829
334
94
26
12
10
3
2

TABLE 3

Annuity Annuitants, Applicants, Beneficiaries, Owners, Payers,
or Prospective Clients: May 2, 2007 – April 30, 2008
Role of Subject Identified by the Narrative
Annuity Owner
Annuitant
Beneficiary
Annuity Applicant/Prospective Client
Third-Party Payer

Insurance Industry

SARs
159
25
18
16
1
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Filings Related to Insurance Insiders
Subject categories also include insurance insiders such as present or former employees of some insurance-related entity, including agents, brokers, and sales representatives. Subsidiaries of 24 ultimate parents filed a total of 94 SARs naming insurance
insiders as subjects. Subsidiaries of three ultimate parents generated 43 (46 percent)
of the 94 filings. Table 4 contains a breakdown of the subjects identified as insurance
insiders.

TABLE 4

Insurance Insiders: May 2, 2007 – April 30, 2008
Role of Subject Identified by the Narrative
Agent
Broker
Clerical/Sales/Employee
Viatical Life Settlements Company
Executive
Insurance Company
Unlicensed Agent/Broker

SARs
54
18
18
4
2
2
1

Despite the fact that the total number of filings for this assessment nearly doubled
from the first assessment, the number of filings with insurance insider subjects only
increased from 72 to 94. SARs named agents as subjects in 54 filings (57 percent of
the total filings identifying one or more insurance insiders as subjects). Eighteen
filings named an employee not covered in one of the other categories (Clerical/Sales/
Employee), versus five from last year’s study. Additionally, the number of filings
involving brokers increased from 8 to 18.

Table 5 provides a list of narrative-derived reasons for filing the 94 SARs naming
insiders as subjects.
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TABLE 5

Narrative-Derived Reasons For Filings Naming Insiders as
Subjects: May 2, 2007 – April 30, 2008
Reasons For Filing

Money Laundering/Structuring
Early/Excessive Borrowing
Multiple Money Orders or Cash Equiv Used for Purchase
Embezzlement/Theft
Compliance Review
Forgery
Insurance Fraud
Investment Fraud
Subject of Law Enforcement Investigation
Check Fraud
Suspicious Documents or ID Presented
Suspicious Transfer/Loan to/Payments by Unrelated Third Party
Unusual Premium Payment Method
Mail Fraud
False Statements
Identity Theft / False Identity or SSN
Significant Transactions without Economic Purpose
Early Policy Termination/Annuity Redemption
Suspicious Insurable Interest
Suspicious Multiple Purchases
Unusual Viatical Sales
Multiple Money Orders or Cash Equiv Used for Loan Repayment
Large Withdrawal(s) Despite Penalty(-ties)
Suspicious Beneficiary and/or Ownership Changes
Suspicious Questions about Reporting Requirements
Personal Checks
Suspicious Designation of Beneficiary/Assignee
Suspicious Premium Overpayments/Contributions
Wire Transfer – International
Bribery/Gratuity
Media Reports of Illegal Activity
Potential Terrorist Financing

Insurance Industry

Filings

48
20
19
18
17
12
12
12
11
9
9
9
9
8
6
6
6
5
5
5
5
4
3
3
3
2
2
2
2
1
1
1
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Refusal to Provide Verifying Information
Unusual Surrender Payment Request
Unusual Use of Free-Look Provision

1
1
1

The most frequent filing ultimate parent of SARs naming insurance insiders as
subjects did so in 21 (52.5 percent) of its 40 SARs. The parent company’s subsidiaries filed 17 (85 percent) of the 20 SARs that named an insider as a subject and
discussed early/excessive borrowing as a reason for the filings. Twenty-nine (72.5
percent) of the forty SARs attributable to this parent designated early/excessive
borrowing as the primary reason for the filing.

Filings Related to Gatekeepers
Subject categories also included gatekeepers, whose occupations may have given
them direct responsibility to manage or guide money for others, such as accountants, lawyers, financial consultants, or company executives or managers.19 Table 6
breaks down the roles played by subjects identified as gatekeepers.
TABLE 6

Gatekeepers: May 2, 2007 – April 30, 2008
Role of Subject Identified by the Narrative
VP/Sr. Executive/Manager
CEO/COO
Trustee
Financial Advisor
Accountant
Attorney
CFO
Agent of an Entity
Treasurer

SARs
127
43
31
25
20
14
5
3
3

Total filings involving gatekeepers increased from 23 to 242 (from the April 2008
assessment). Much of this change can be attributed to the addition of non-financial
managers and non-financial executives of non-finance firms, which constitute the
170 filings in the categories V.P./Sr. Executive/Manager and CEO/COO. The total
number of filings naming attorneys, financial advisors, and accountants as subjects
more than tripled, increasing from 18 to 59.

19.

24

For the purposes of this study, a gatekeeper does not include insurance insiders.
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Characterizations of Suspicious Activity20
Graph 6 displays the most common types of suspicious activity reported in the second year of mandatory SAR reporting for segments of the insurance industry based
on the activity(-ies) checked in Field 30 of the SAR-SF form (Type of suspicious
activity) and Field 35 of the SAR-DI form (Summary characterization of suspicious
activity).
GRAPH 6
Characterizations of Suspicious Activity Identified in SARs Filed by
Insurance Companies
May 2, 2007 – April 30, 2008

20. In some cases, due to their same or similar nature, summary characterizations were combined.
For example: Bank Secrecy Act/Structuring/Money Laundering (TD F 90-47.22) and Money
Laundering/Structuring (FinCEN Form 101) are presented as BSA/Money Laundering/Structuring.
When the box is the same on both forms (Other) or uniquely represented (Securities Fraud), the
characterization remains unchanged.
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The most commonly listed Characterizations of Suspicious Activity (in whole or in
part) were BSA/Money Laundering/Structuring and Other – the aggregated totals of
which accounted for 85 percent of all reported suspected illicit activity. Comparatively, Securities and Futures Industries filings overall (since the inception of filings
by that industry) list Other as first among reported violations and Money Laundering/
Structuring second. While BSA/Structuring and Other are ranked one and two on the
insurance industry SARs, these summary characterizations are ranked one and three
overall in filings by depository institutions.
It should be noted that these characterizations are currently provided on forms not
specifically tailored for the insurance industry.21 The future landscape of suspicious
activity reporting should change when data is collected in a format that corrects this
problem, providing a more accurate depiction of suspicious financial activity in the
insurance sector.

21. Currently, insurance companies may also use FinCEN Form 8300, Reports of Cash Payment Over
$10,000 Received in a Trade or Business, as a means of reporting potential suspicious activity by
checking Box 1b on the form and may use the Comments section on page 2 of the form to provide
any additional information relevant to the transaction. Checking the suspicious activity box on
Form 8300, however, does not relieve an insurance company of the requirement to file a suspicious
activity report using the SAR-SF form when appropriate. On October 31, 2005, FinCEN published
Frequently Asked Questions (www.fincen.gov/newsrelease10312005.html) on Anti-Money
Laundering Program and Suspicious Activity Reporting Requirements for Insurance Companies
which instructed filers to continue to use Form 8300 as appropriate (including the option to report
potential suspicious activity) and to use the appropriate SAR form to report suspicious activity
involving covered products (See Question 10).
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Significant Findings
Analysis of Narratives
Product Types
Table 7 categorizes the products that were involved in the suspicious activities as
described in the SAR narratives.
TABLE 7

Classification of Products Reported in Suspicious Activities:
May 2, 2007 – April 30, 2008
Class of Product
Life Insurance
Annuities
No Insurance Product Identified
Unspecified and Other Insurance Products
Third-Party / Life-Settlement Products22
COLIs/BOLIs/COAs23
Property Insurance
Liability Insurance
Accidental Death and Dismemberment
Insurance

SARs Identifying Use of Each Product
892
214
113
94
24
9
7
2
1

In comparison with the April 2008 assessment, filings involving covered life insurance increased by 627 (237 percent) while those involving annuities decreased by
11 (5 percent). Much of these changes can be attributed to the filing activities of the
leading filers. Only 42 of 811 SARs (5 percent of their total filings) by subsidiaries of
the four ultimate parents with the most filings involved annuities. By comparison,

22. These include: viatical-settlement products, stranger-owned life insurance policies (STOLIs),
speculator initiated life insurance policies (SPIN LIFE policies), and other products with similar
features.
23. Corporate-owned life insurance policies (COLIs), business-owned life insurance policies (BOLIs),
corporate-owned annuities (COAs), and charity-owned annuities (CHOAs).
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these four ultimate parents’ subsidiaries filed 659 SARs (81 percent of their total
filings) involving life insurance. Subsidiaries of one parent submitted 47 (22
percent) of the annuity filings. Only seven parent companies accounted for 10 or
more reports concerning annuity products.
Annuities
Insurance companies filed 214 SARs with narratives that described suspicious activity involving annuity contracts, of which 7 identified suspicious third-party annuity
products or transactions. Two more SARs dealt with a corporate-owned annuity
and a charity-owned annuity. Some SAR narratives referencing annuities identified whether they were variable or fixed. Table 8 shows that the number of variable
annuities mentioned changed little (in comparison with the April 2008 assessment
shown in Table B7 of Appendix B), and those referencing fixed annuities declined.
Because many SAR narratives did not provide details about the features of the products described as annuities, analysis could not determine whether those products
were variable or fixed annuities. For this study, flexible payment and single premium deferred annuities were also recorded.
TABLE 8

SARs Filed By Insurance Companies Involving Annuity
Features:
May 2, 2007 – April 30, 2008
Instrument
Variable Annuity
Fixed Annuity
Flexible Payment Annuity
Single Premium Deferred
Annuity

SARs
75
24
12
8

Self-Designated SAR-ICs
33
12
7
4

Eighty-three of the annuity-related SARs designated themselves as SAR-ICs. As
Table 8 shows, the breakdown of annuity instruments in self-designated SAR-ICs
had similar ratios to the instruments in all SARs.
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Life Insurance Policies
Insurance companies filed 892 SARs with narratives that characterized suspicious
activity involving life insurance policies, of which 17 identified suspicious life settlement products or transactions. Another seven SARs dealt with corporate-owned life
insurance policies or business-owned life insurance policies. Table 9 breaks down
the types of life insurance policy features that were part of the suspicious activity
characterized in the SAR filings. The most common characterization involved
policies with policy loans, described in 165 SARs, 119 of which designated themselves as insurance company SARs. Also common were whole life and universal life
policies.

TABLE 9

SARs Filed By Insurance Companies Involving Life
Insurance Features:
May 2, 2007 – April 30, 2008
Characterization of Life Insurance
Policy
Life Insurance Policy with a Policy Loan
Whole Life Insurance Policy
Universal Life Insurance Policy
Variable Life Insurance Policy
Life Insurance Policy with a Paid-up
Additional Rider
Term Life Insurance Policy
Variable Universal Life Policy – Group
Graded Death Life Insurance Policy

Insurance Industry

Self-Designated SAR-ICs

SARs
165
96
81
63
51

119
73
49
34
48

22
1
1

8
1
0
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Table 10 illustrates the types of policies that were involved in life settlements or
other third-party arrangements, as described in 33 SAR filings.

TABLE 10

Suspicious Activity Reports Involving Life Settlement
Products or Transactions:
May 2, 2007 – April 30, 2008
Characterization of Life Insurance Policy
Universal Life Insurance Policy
Life Insurance Policy with a Policy Loan
Variable Life Insurance Policy
Whole Life Insurance Policy
Term Life Insurance Policy

SARs
12
4
4
3
2

Self-Designated SAR-ICs
7
4
2
2
0

Although the volume is low relative to the total SAR filings, the number of third
party insurance settlements or arrangements is noticeably higher than the first year
of mandatory insurance SAR reporting. The first year’s numbers were inflated by
one company that filed 17 SARs on a single viatical settlement of a term life policy.
The numbers in Table 10 do not include 10 SARs that describe scams involving
third-party investments in annuities with premium death benefits, which are
described under Death-Benefit Annuity Scams, in the Potential Trends section.

Filings Involving Non-covered Products
Insurance companies filed a total of 37 SARs involving non-covered products that
were not third-party or other life settlement products. Twenty two of these (59
percent) related to term life policies. Table 11 displays the non-covered (non-third
party or other life settlement) products identified in SAR filings. The remaining 15
reports related to six other types of insurance products.
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TABLE 11

SARs Involving Non-covered Products:
May 2, 2007 – April 30, 2008
Insurance Product
Term Life Insurance
Auto Insurance
Disability Account
Liability Insurance
Accidental Death & Dismemberment Insurance
Homeowners Insurance
Group Variable Universal Life Insurance

SARs
22
6
4
2
1
1
1

Table 12 indicates the reasons cited in the narratives of the 37 filings involving noncovered products that were not third-party or other life settlement products. Money
Laundering/Structuring and the use of multiple cash equivalents to make
payments constituted the most frequently cited reasons for filing SARs involving
these products. Other frequently occurring reasons for filings included media
reports of subjects’ alleged illegal activities, the appearance of subjects on watch
lists, and law enforcement investigations of subjects.

TABLE 12

Narrative Derived Reasons for SARs Involving
Non-covered Products:
May 2, 2007 – April 30, 2008
Reasons for Filing
Money Laundering/Structuring
Multiple Money Orders or Cash Equivalents Used for Premium Payment(s)
Media Reports of Illegal Activity
Watch List – Government
Subject of Law Enforcement Investigation
Watch List – Other

Insurance Industry

SARs
9
9
8
7
6
5
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Significant Transactions without Economic Purpose
Suspicious Premium Overpayments/Contributions
Early/Excessive Borrowing
Embezzlement/Theft
Financial Advisor Referral
Identity Theft/False Identity or SSN
Insurance Fraud
Multiple Money Orders or Cash Equiv Used for Loan Repayment(s)
Unusual Premium Payment Method
Check Fraud
Credit/Debit Card Fraud
False Statements
Investment Fraud
Suspicious Use of Personal Checks
Stated Purpose – Tax Evasion
Suspicious Beneficiary and/or Ownership Changes
Suspicious Multiple Purchases

3
3
2
2
2
2
2
2
2
1
1
1
1
1
1
1
1

An insurance company is not required to report the submission of false or fraudulent information to obtain a policy or make a claim unless the company has reason
to believe that the false or fraudulent submission of information relates to money
laundering or terrorist financing.24 The instances of insurance fraud in Table 12
involved other covered activities. Both filing narratives alleged identity theft and/or
use of false SSNs. One of the filing narratives described money laundering/structuring and the use of multiple cash equivalents. The other filing’s narrative described
check fraud, the suspicious use of personal checks and suspicious purchases of
multiple insurance products.

What generated the filings?
Because the SAR-SF form is not tailored to the insurance industry, analysts used
SAR narratives in an attempt to identify the exact reason(s) for each filing. Using the
list of characterizations of suspicious activities in the proposed dedicated SAR form
for insurance companies as a reference, analysts divided the filings into categories
24.
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for statistical purposes. Table 13 includes a breakdown of the filing reasons derived
from the narratives of the 1,276 filings. Insurance companies filed 1,265 of the
reports. FinCEN systems generated the remaining 11 reports, on behalf of insurance
companies, as a result of OFAC blocking reports.25

TABLE 13

Narrative-Derived Reasons For Filings:
May 2, 2007 – April 30, 2008
Reasons For Filing
Money Laundering/Structuring
Multiple Money Orders or Cash Equiv Used for Premium Payment(s)
Unusual Premium Payment Method
Multiple Money Orders or Cash Equiv Used for Loan Repayment(s)
Large Withdrawal(s) Despite Penalty(-ties)
Early/Excessive Borrowing
Media Reports of Illegal Activity
Subject of Law Enforcement Investigation
Watch List — Non-Government
Embezzlement/Theft
Suspicious Transfer/Loan to/Payments by Unrelated Third Party
Significant Transactions without Economic Purpose
Suspicious Use of Personal Checks
Suspicious Premium Overpayments/Contributions
Compliance Review
Early Policy Termination/Annuity Redemption

Filings
1,010
796
256
90
65
62
61
49
43
42
42
38
35
35
33
33

25. OFAC blocking reports automatically generate Suspicious Activity Reports on behalf of insurance
companies, containing the limited information used in the OFAC blocking report. See FinCEN
Interpretive Release No. 2004-02—“Unitary Filing of Suspicious Activity and Blocking Reports”
(69 Federal Register 76847, December 23, 2004.) According to this FinCEN Interpretive Guidance,
“reports filed with the Department of the Treasury’s Office of Foreign Assets Control (“OFAC”)
of blocked transactions … will be deemed by FinCEN to fulfill the requirement to file suspicious
activity reports on such transactions for purposes of FinCEN’s suspicious activity reporting rules.
However, the filing of a blocking report with OFAC will not be deemed to satisfy a financial
institution’s obligation to file a suspicious activity report if the transactions would be reportable
under FinCEN’s suspicious activity reporting rules even if there were no OFAC match. Moreover,
to the extent that the financial institution is in possession of information not included on the
blocking report filed with OFAC, a separate suspicious activity report should be filed with FinCEN
including that information.”
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Suspicious Documents or ID Presented
Identity Theft/False Identity or SSN
Watch List — Government
False Statements
Insurance Fraud
Investment Fraud
Check Fraud
Refusal to Provide Verifying Information
Forgery
Mail Fraud
Suspicious Beneficiary and/or Ownership Changes
Unusual Surrender Payment Request
Financial Advisor Referral
Suspicious Multiple Purchases
Little or No Product Performance Concern
Counterfeit Instrument
Suspicious Questions about Reporting Requirements
Wire Transfer — International
Stated Purpose — Tax Evasion
Suspicious Insurable Interest
Suspicious Designation of Beneficiary/Assignee
Unusual Use of Free-Look Provision
Unusual Viatical Sales
Potential Terrorist Financing
Wire Fraud
Stated Purpose — Concealing Assets from Legal Authorities
Bribery/Gratuity
Credit/Debit Card Fraud
Surrender Payments Sent/Forwarded/Cashed Abroad
Suspicious Request to Reinstate Surrendered Policy
Computer Intrusion
Mysterious Disappearance
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22
22
20
15
15
14
12
11
10
8
8
8
6
6
5
5
5
4
4
3
2
2
2
2
1
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The disproportionate increase from 84 to 1,010 for filings involving Structuring/
Money Laundering as a narrative–derived reason can be attributed largely to a
change in methodology in this year’s study. Last year’s assessment only counted
those filings whose narratives declared structuring and/or money laundering to be
the primary reason for a given filing. This year’s methodology counted all filings
whose narratives indicated activities that were related to structuring and/or money
laundering.

Ultimate Parents Frequently Reporting on a Single Type of Activity
Companies that averaged filing at least one SAR per month tended to file primarily
on one or two types of suspicious activities. Table 14 shows the percentage of SARs,
for each ultimate parent, averaging more than one filing per month, that involved
combinations of its three most frequently cited narrative-derived reasons for filing.
The column with “Most Cited” identifies the percentage of a given ultimate
parent’s reports that discussed its most frequently cited narrative-derived reason for
that parent’s filings. The column “Two Most Cited” displays the total percentage
of a parent’s reports that identified either of its two most frequently cited narrative-derived reasons for filing. The column “Three Most Cited” follows this same pattern,
with the total percentage of any of the three most cited narrative-derived reasons for an
ultimate parent’s filings. These statistics exclude Structuring/Money Laundering as
one category in accounting for the three most frequently occurring narrative-derived
reasons for each parent company’s filings. Filers often cite Structuring/Money
Laundering, and it can be too ambiguous to ascertain true information about those
companies who primarily file on only a few activities.
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TABLE 14

Ultimate Parents with 12 or More Filings:
May 2, 2007 – April 30, 2008
Ultimate Parent (By
Number of Filings)
Ultimate Parent 1
Ultimate Parent 2
Ultimate Parent 3
Ultimate Parent 4
Ultimate Parent 5
Ultimate Parent 6
Ultimate Parent 7
Ultimate Parent 8
Ultimate Parent 9
Ultimate Parent 10
Ultimate Parent 11
Ultimate Parent 12
Ultimate Parent 13

Filings

467
161
99
84
69
64
56
40
32
23
23
21
13

Percentage of Filings Naming Most Frequently
Cited Narrative Reasons For a Given Filer
Most Cited
Two Most Cited
Three Most
Cited
87.58%
92.29%
92.51%
83.58%
84.47%
95.65%
92.93%
95.96%
95.96%
80.95%
85.71%
91.67%
69.57%
72.46%
76.81%
29.69%
53.13%
57.81%
69.64%
73.21%
75.00%
72.50%
90.00%
90.00%
46.88%
65.63%
81.25%
34.78%
52.17%
69.57%
52.17%
60.87%
65.22%
90.48%
90.48%
90.48%
23.08%
23.08%
30.77%

Seven of the eight ultimate parents with 40 or more SARs cited their most frequently
recurring reason for filing SARs in at least 69 percent of their SAR narratives. Ten of
the thirteen top filing ultimate parents provided one or more of their most frequently
recurring three reasons for filing in at least 69 percent of their narratives.

Potential Trends
FinCEN has identified SARs that evidence two variations on a type of scam.
According to these reports, these scams use investment funds to purchase insurance
policies or variable annuities with death benefits on elderly individuals, sometimes
without the knowledge of the insured.
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Insurance Investment Scams
From May 2007–April 2008, three insurance companies filed SARs directly mentioning possible investor- or stranger-owned life insurance policies. The first filer
reported an insurance agent under investigation for alleged insurance fraud “involving the sale of investor owned life insurance purportedly without the knowledge of
the insured(s).” A second filer described rejecting an application for a $10 million
policy on an elderly woman when it could not verify her Social Security number,
or her wealth and property claims. The report indicated that the policy, if granted,
could potentially have been used for investor-owned life insurance. The third filer
reported an individual applying for a large life insurance policy, who indicated
already owning several other large policies, as well as having a pending application,
all with different insurers. This filer noted evidence from its due diligence investigation that the subject may have been connected to a Federal fraud case. When
contacting other insurance companies participating in the Section 314(b) information
sharing program, the company with a pending application from the subject
reportedly expressed concern that the subject could be attempting to establish a
stranger-owned policy.
Death-Benefit Annuity Scams
A number of insurance companies filed SARs between May 2007and April 2008 on
complex scams, involving variable annuities with maximized death benefits. Ten
reports from eight different filers detailed activities involving three different groups
of alleged fraudsters. Each of these reports described the purchase of high value
annuities by third party investors. Five different insurance companies reported on
an investment agent located in a Mid-Atlantic state that was selling annuities on
terminally ill individuals to investors located in the South. Three reports from two
other filers told of several securities brokers in a Western state who appeared to be
conducting the same activity locally. Another insurance company filed two reports
on an agent who had similarly sold annuities to investors in the Northeast. Four of
those annuitants had reportedly died shortly after the annuities were purchased.
Annuitants were apparently unaware of these annuities. Some had been paid to
sign papers for “funeral insurance,” while others denied having signed the papers.
In discussions with representatives from BSAAG member organizations, it was
noted that, in some cases, the subjects of these SAR reports may have been attempting to establish life insurance policies and annuities through several companies
either simultaneously or very close in time to one another. This activity could be the
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result of subjects attempting to establish these life insurance policies and annuities
with several companies, to either increase the proceeds that would be paid to beneficiaries or to hedge their bets against the possibility that one or more companies
might reject the transaction.
In at least some of the filings the annuitant or insured was unaware of the activity
being conducted in their name. These transactions often involved elderly or terminally ill persons or people who may not have understood the product or nature of
the transaction. As a result, insurance companies may experience a relatively quick
claim payment or request for return of premium, leading to speculation that such
transactions could be part of a money laundering scheme or other type of fraud.
Moreover, industry representatives also revealed instances where brokers received
compensation equal to a percentage of the premium involved.26
It should be noted that since it is not illegal to own more than one life insurance
policy or annuity, simply attempting to purchase life insurance or annuities at multiple companies is not, in and of itself, indicative of suspicious activity. Likewise, it is
important to understand that not all transactions involving these or similar products
are to be considered suspicious.
Use of Cash Equivalents from Multiple Sources
As reported in the April 2008 assessment, owners of cash-intensive businesses used
multiple cash equivalents from different banks and/or money services businesses to
pay into policies and annuities. In a number of filings, subjects requested loans on
the policies or annuities. In many cases, the subjects repaid the loans with multiple
cash equivalents. A significant number of SARs reported instances of individuals
making annuity or policy payments with combinations of multiple cash equivalents
and a single personal or business check. Some subjects submitted cash equivalents
along with a personal check that were drawn on multiple accounts. In most instances, the value of the instrument fell below one or more BSA reporting thresholds.
26. Analysis of SARs referencing “bonus” or “bonuses” in the narrative section identified four
companies describing “bonus variable annuity” products, including two which described “bonus/
interest” refunds totaling several hundred thousand dollars. One filer who reported a death benefit
annuity as a possible investment scam indicated that the products chosen had a guaranteed bonus
as part of the principal in the event that the annuitant died during the first year of the contract.
Another filer described an agent selling multiple variable annuity contracts with the same owner
but with different annuitants and described the amount involved in the transactions as a premium
amount “plus a 5% bonus”. Other filings referencing bonuses in the narrative section could not be
linked to these potential investment scams.
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Other Notable Filing Trends
Analysis identified 483 SARs, or 38 percent of the total filings, where the subjects
shared numerous identifiable commonalities, including, in particular, owning or
managing high cash generating businesses and using alternatives to traditional
banking services. Of these filings, 469 (97 percent) indicated Money Laundering/
Structuring in the narrative as a reason for the filing. Table 15 contains a breakdown
of the five most frequent reasons provided by filers for these 469 filings.

TABLE 15

Narrative-Derived Reasons For Filings:
May 2, 2007 – April 30, 2008
Reasons For Filing
Multiple Money Orders or Checks Used for Payment or Loan
Repayment
Unusual Premium Payment Method 27
Suspicious Use of Personal Checks 28
Suspicious Premium Overpayments/Contributions
Significant Transfer/Loan to/Payments by Unrelated Third Party

SARs
440
177
24
18
18

Policy or annuity owners were named as the subject of 472 (98 percent) of the 483
referenced SARs, with 452 (94 percent of the total) involving life insurance policies.
Business owners were designated as the subjects in 274 (58 percent); managers or
executives were described as the subject in 81 of the filings; and 24 filings named at
least one “self-employed” subject. Because many filings did not provide information about subject occupations, these occupational statistics should be viewed as

27. Most of these filings resulted from individuals submitting cash payments below different BSA
thresholds or multiple instruments, often including a single personal or business check, below one
or more BSA thresholds.
28. Most of these SARs resulted from subjects submitting payments consisting of personal checks, in
amounts below one or more BSA thresholds, drawn on multiple accounts in the subjects’ names.
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minimums. Subjects named as owners, managers, or executives of cash-intensive
businesses and the frequent use of personal checks in combination with multiple
cash equivalents were frequently cited by filers as possibly indicative of attempts to
evade taxes.
Subsidiaries of 11 different parent companies filed SARs on the subjects of these
483 SARs. One ultimate parent company named such subjects in 75 percent of its
filings. At least one subject with a New York, New Jersey, or Connecticut address
was named in 244 (51 percent) of the 483 filings. One filer filed 12 SARs involving
20 designated subjects and other individuals after initiating an investigation on an
agent. According to the filings, many subjects owned or managed high-cash generating businesses, such as restaurants, and had a net worth greater than $1 million.
Subjects submitted premium payments and loan repayments with a combination of
multiple money orders and checks. The value of most of the instruments amounted
to less than one or more BSA thresholds. Some of the subjects submitted personal
checks drawn on the accounts of apparently unrelated third parties. Additionally,
several filings discussed clients submitting personal checks from the agent. Other
filers submitted SARs on subjects and third-party payers identified in these 12
filings.
On the basis of discussions with representatives from BSAAG member organizations, we assess that these filings can likely be attributed to the customer profiles as
opposed to specific money laundering threats posed by life insurance or annuities.
Certain filers may report on more of these transactions than others because of the
particular markets in which they sell their products, and their policies regarding
acceptable forms of payment. It should be noted though that some filers suspected
that customers were engaging in apparent structuring involving the use of cash
equivalents and that some subjects were also suspected of conducting such
transactions to evade taxes.
There is also reason to believe that some policy/account holders are treating these
insurance products as an alternative to traditional bank-issued savings accounts,
due to the accumulation features of certain life insurance products. Such activity
complicates the ability of filers to determine whether the persons engaged in the
transaction(s) are merely conducting the transactions in a manner that is normal for
those customers or, instead, are possibly engaged in deliberate attempts to structure
or launder the proceeds of illicit activity or to evade taxes.
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SARs Mentioning Potential Terrorist Financing
Four SARs were filed that potentially relate to terrorist financing. One SAR was
previously cited concerning an investment agent suspected of being involved with
death benefit annuity scams. The agent was also discovered by the filer to have
been associated with a foundation linked to a designated foreign terrorist organization. Another report described an inquiry from a third-party structured settlement
broker regarding the possible purchase of a “non-qualified structured settlement
annuity.” According to the narrative, the broker said the payees of the settlement
were American citizens and the payor was an “unnamed foreign terrorist organization” backed by an unfriendly foreign government. The broker refused to divulge
the identities of any of the involved parties, “repeatedly stressed that the transaction
was legitimate,” and cited an unnamed legal opinion that “indicated that no OFAC
license was needed.” The broker provided no documentation, and later withdrew
the proposal.
A third filer submitted a pair of connected reports. The first reported on two of its
clients and their business. The insurance company had been served with a subpoena pursuant to a federal investigation of these subjects, and reported that one of
them had an annuity account with the company. The second report was a follow-up
on the same subjects, adding information from a news article that indicated the
client had been charged with work on behalf of a charity that allegedly funded
terrorists.

Leading Filers
Subsidiaries of the lead filing ultimate parent company submitted 467 SARs. This
company’s subsidiaries filed 446 reports concerning life insurance and 14 involving
annuities. The suspicious activity described most frequently in its narratives was
money laundering or structuring, followed by activity involving multiple money
orders or cash equivalents in payments, and activity involving unusual premium
payment methods. The second highest volume of SARs, 161, came from subsidiaries of the most frequent filing ultimate parent in the April 2008 assessment. These
subsidiaries generated 133 reports referencing life insurance and 19 referencing
annuities. The most reported suspicious activity in the narratives involved money
laundering or structuring, followed by activity involving multiple money orders or
cash equivalents in payments, and activity involving unusual premium payment
methods.
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Quality of SAR Filings
A primary objective of this assessment was to evaluate the overall quality of filings
by insurance companies and identify areas for reporting improvements. In addition
to providing feedback to the affected industry, FinCEN also analyzes BSA filings to
identify areas on which to focus its industry outreach and education efforts.
Compliance with Instructions When Completing the Narrative Section
The SAR-SF instructions state that preparers should “provide a clear, complete and
chronological narrative description” of the activity that resulted in the filing. The
narrative instructions provide a guide, lettered “a” through “v,” which is designed
to help the preparer in completing the narrative section. The list of items in the
instructions is meant to serve as a guiding list for preparers and not as individual
questions to be answered. The April 2008 study identified six different insurance
companies that filed a total of 48 SARs with narratives that contained the individual
letters found in the instructions followed by answers to them. From May 2, 2007,
through April 30, 2008, subsidiaries of four ultimate parent companies filed a total
of 65 filings with letters and responses in SAR narratives. Preparing a narrative in
this manner makes it less clear and comprehensible. Law enforcement officials who
read these narratives must often refer back to the individual items in the checklist to
determine which item corresponds to the answer provided in the narrative. Filers
should avoid responding to items listed in the guidance as if they were individual
questions to be answered. Additionally, some filers are still including disclaimers to
their SAR narratives, which add no value, and should be omitted.
Duplicative Filings
Five insurance companies filed multiple SARs on a single instance of a suspicious
activity, filing a separate report for each subject. One of these insurers generated
a total of 40 SARs, of which 17 were unnecessary duplicate filings, on the same
instances of suspicious activity. Last year’s study referenced the activities of this
same filer due to 17 SAR-SFs filed on a single claim from a viatical settlement. All 17
filings had the same narrative that described the same transaction. For suspicious
activity involving multiple subjects, filers should file one SAR listing all subjects associated with the suspicious activity.
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Filing Errors
Subsidiaries of nine different ultimate parent companies filed a total of 80 SARs using the SAR-DI, contrary to FinCEN’s instructions. Of these nine filers, three also
filed SAR-SFs on insurance-related transactions. FinCEN also identified at least 22
SARs with additional errors not previously discussed in this study. 29

• In five filings, the dollar amount listed in Field 22 (“Total dollar amount involved
in suspicious activity”) of the SAR did not match the amount related to suspicious transactions described in the narrative. In most of these instances, the
filer questioned money entering a policy or annuity but only identified the dollar amount that left the policy or annuity in the form of redemptions or loans.
In one instance, the filer listed the full payout value of the policy.
• Two SARs were filed without narratives, and another filing had an incoherent
narrative.
• Two filings identified individuals as subjects who were not mentioned in the
narratives.
• One narrative characterized checks drawn on a subject’s own account and used
to pay his premiums as being drawn on the account of an apparently unrelated
third party.
• Four reports incorrectly identified or omitted the filer’s state of address.
• At least two narratives provided contradictory information about subject occupations. A third filing provided a subject’s occupation in a foreign language.
• One SAR listed the same subject as different subjects.
• At least one filing had an incorrect value for Field 21 (“Date or date range of
suspicious activity”).
• At least one preparer misspelled the filing institution’s name.
• An insurance company incorrectly identified itself in one SAR as an Agricultural trade option merchant under Field 51 (“Type of institution or individual”).
29. Analysts identified other instances where data supplied by insurance companies appeared to
be erroneous; this section only describes those errors that were both identified and could be
corroborated.
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This list does not indicate systemic errors in insurance industry SAR filing. However, as conveyed in the 2008 report, it is critical that the information in a SAR filing
be as accurate and complete as possible. FinCEN believes that a simple review of
the prepared SAR would likely have alleviated these errors. Filers may also refer to
previously published suggestions for addressing common errors noted in suspicious
activity reporting30 as well as guidance on preparing a complete and sufficient SAR
narrative. 31
Filings related to law enforcement investigations, media reports, or watch lists
Insurance companies filed 139 reports that resulted from media reports, law enforcement investigations, and commercial or government watch lists. Subsidiaries of
one ultimate parent identified one or more of the above as primary reasons for 64 of
their 69 total filings. Thirty-eight of these filings resulted from media reports or hits
generated by commercial watch lists. One of these filings appeared to have been
generated as a result of a subject having a conviction from the 1970s. Media monitoring services and watch lists may help filers detect potentially suspicious activities, though financial institutions are cautioned that such services are not, in and of
themselves, indicative of a requirement to file a SAR.
Compliance with “SAR-IC” Guidelines
In guidance issued on May 31, 2006 (FIN-2006-G010),32 FinCEN instructed insurance
companies to file reports of suspicious activity using FinCEN Form 101 (SAR-SF).
The guidance also included instructions for identifying the filing as an insurance
company SAR. Filers were instructed to add “SAR-IC” after the name of the institution (Part IV, Field 36), and begin the narrative (Part VI) with the term, “Insurance
SAR”33 to designate the report as an insurance company SAR, or SAR-IC. Filers
correctly used the SAR-SF in approximately 94 percent of the reports submitted to
FinCEN. The remainder utilized FinCEN Form TD F 90-22.47.

30. http://www.fincen.gov/SAR_Common_Errors_Web_Posting.html.
31. http://www.fincen.gov/sarnarrcompletguidfinal_112003.pdf.
32. www.fincen.gov/insurance_companies_faq.html.
33. See Frequently Asked Questions, Anti-Money Laundering Program and Suspicious Activity
Reporting Requirements for Insurance Companies at
http://www.fincen.gov/insurance_companies_faq.html.
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From May 2, 2007, to April 30, 2008, insurance companies filed 1,185 SARs using the
SAR-SF;34 161 (14 percent) of these filings included “SAR-IC” in Field 36. (Field 36
was truncated in some filings; however, a truncated form of “SAR-IC” was still
visible.) The narratives of 883 (75 percent) indicated that they were insurance SARs.
In total, 887 (75 percent) of the SAR-SFs were designated as SAR-ICs in Field 36 and/
or the narrative.

34. This number does not count the SAR-DI filings by insurance companies, which by definition did
not follow the guidance for filing SAR-ICs.
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Conclusions & Recommendations
Insurance companies filed 1,276 SARs from May 2, 2007, through April 30, 2008.
Companies that averaged filing at least one SAR per month tended, individually, to
focus on one or two types of suspicious activity.
Filers checked Money Laundering/Structuring more frequently than any other characterization of suspicious activity. Many SARs that did not report Money Laundering/
Structuring as a characterization of suspicious activity nonetheless described related
activities in their narratives. The most commonly cited of these activities involved
the use of multiple cash equivalents for premium and/or loan payments. Filing
narratives also frequently discussed subjects paying premiums in an unusual
manner—often by submitting cash and/or cash equivalents with checks—with instrument values below some BSA threshold. Notably, a few SARs discussed scams
employing investment funds to purchase insurance policies or variable annuities
with death benefits on the lives of elderly individuals.
As was the case in the April 2008 report, most subjects had a direct relationship to a
policy, a contract, or an account (applicant, insured party, beneficiary, etc.). Subjects
identified as having a gatekeeper role—such as managers, accountants, trustees,
or attorneys—increased significantly due to the inclusion of non-financial managers and executives of non-finance firms in the definition of “gatekeeper.” The total
number of filings naming insurance insider subjects (agent, broker, etc.) increased
slightly, but the proportion of these filings to the total number of filings decreased.
Certain filer or subject states of address continued to have significantly more filings
than others. Many of these filing patterns can be attributed to population
demographics and/or the reporting patterns of particular parent companies (and
their subsidiaries). However, these patterns do not necessarily indicate money
laundering vulnerabilities related to the location of either the filer or the subject.
With a few exceptions, the quality of SARs provided by insurance companies
continues to be good. Many filers also continue to improve their compliance with
FinCEN guidance on designating a filing as an insurance SAR. An initial look into
the third year of required filings showed further progress. However, some filings
still have inconsistencies and errors.

Insurance Industry

47

Financial Crimes Enforcement Network
All financial institutions covered under the BSA should be vigilant to ensure that
their compliance programs enable them to detect and report the range of suspicious
activities that they may encounter. All insurance companies should ensure that their
reports are filed on the SAR-SF form; they should include “SAR-IC” in the first 35
characters of the filer name field; and, they should begin the narrative with the term
“Insurance SAR.”
Insurance companies submitted 1,917 SARs in the first two years of mandatory
suspicious activity reporting. FinCEN anticipates that the level and quality of
filings will increase as compliance programs evolve. FinCEN will continue to
support insurance industry BSA compliance efforts. Insurance companies with BSA/
AML-related questions can contact FinCEN’s Regulatory Helpline at (800) 949-2732
for assistance.
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Appendices
APPENDIX A – Guidance, Rules and News Releases Regarding the
Insurance Industry
The following are links to previously released information regarding the insurance
industry and its responsibilities under the Bank Secrecy Act. All of the information
listed below currently appears on FinCEN’s website – http://www.fincen.gov.
Anti-Money Laundering Program and Suspicious Activity Reporting
Requirements for Insurance Companies (Guidance) – March 20, 2008
(http://www.fincen.gov/fin-2008-g004.pdf)
Financial Crimes Enforcement Network Amendment Regarding Financial
Institutions Exempt from Establishing Anti-Money Laundering Programs (Final
Rule) – January 11, 2008 (http://www.fincen.gov/FedReg-1-11-08.pdf)
Anti-Money Laundering Program and Suspicious Activity Reporting
Requirements for Insurance Companies (Guidance) – May 31, 2006
(http://www.fincen.gov/insurance_companies_faq.pdf)
Requirement that Insurance Companies Report Suspicious Transactions (Final
Rule) – November 3, 2005 (http://www.fincen.gov/sarforinsurancecompany.pdf)
Anti-Money Laundering Programs for Insurance Companies (Final Rule) –
November 3, 2005 (http://www.fincen.gov/amlforinsurancecompany.pdf)
Suspicious Activity Report by Insurance Companies (Notice and Request for
Comments) – November 3, 2005
(http://www.fincen.gov/sarcomments10312005.pdf)
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Insurance Companies Required to Establish Anti-Money Laundering Programs
and File Suspicious Activity Reports (News Release) – October 31, 2005
(http://www.fincen.gov/newsrelease10312005.pdf)

Anti-Money Laundering Programs for Insurance Companies (Correction to
Notice of Proposed Rule) – November 12, 2002
(http://www.fincen.gov/fedreginsurance111202.pdf)

Requirement that Insurance Companies Report Suspicious Transactions (Notice
of Proposed Rulemaking) – October 17, 2002
(http://www.fincen.gov/insurance_sar.pdf)

Anti-Money Laundering Programs for Insurance Companies (Notice of
Proposed Rulemaking) – September 26, 2002
(http://www.fincen.gov/352insurance.pdf)

50

Insurance Industry

Financial Crimes Enforcement Network

APPENDIX B – Tables and Charts from Insurance Industry Suspicious
Activity Reporting: An Assessment of Suspicious Activity Report Filings (April 2008)
The following are tables and charts representing data from the initial Insurance
Industry Suspicious Activity Reporting: An Assessment of Suspicious Activity Report
Filings (April 2008). For details about the methodology used to create these tables
and charts, and for explanations of the data, please consult the initial study.

GRAPH B135
Insurance Industry Suspicious Activity Reports
May 2, 2006 – May 1, 2007

35. The single filing for the thirteenth month listed represents only the first day of May 2007 —- the
date that completes the full 365-day, one-year cycle.
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GRAPH B2
Insurance Industry Suspicious Activity Reports
May 2, 2007 – Oct 31, 2007
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GRAPH B3
Insurance Industry SARs by States & Territories of Filer Address
May 2, 2006 – May 1, 200736

36. Graph 3 “Insurance Industry SAR Filers by States & Territories May 2, 2006 – May 1, 2007” in
Insurance Industry Suspicious Activity Reporting: An Assessment of Suspicious Activity Report Filings
(April 2008)
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GRAPH B4
Insurance Industry SAR Subjects by States & Territories of Address
May 2, 2006 – May 1, 200737

37. Graph 4 “Insurance Industry SAR Subjects by States & Territories May 2, 2006 – May 1, 2007” in
Insurance Industry Suspicious Activity Reporting: An Assessment of Suspicious Activity Report Filings
(April 2008)
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TABLE B1

Categorization of Subjects Identified in SAR Narratives
Role of Subject(s) Identified in Narratives
Life Policy Applicants, Beneficiaries, Insureds, Payers, and Caregivers
Annuity Owners or Applicants
Insurance Insiders
No Role of Subject Described or Identified
Gatekeepers

SAR Roles
355
197
69
47
23

TABLE B2

Policy Applicants, Beneficiaries, Holders, Insured, Payers, and
Caregivers
Role of Subject Identified by the Narrative
Policy Holder
Policy Holder/Insured
Policy Holder/Beneficiary
Policy Applicant
Beneficiary – Viatical Sale38
Payer for the policy
Policy Holder/Non-Beneficiary
Policy Holder/Non-Insured
Caregiver for Accountholder
Total SAR Roles

SARs
195
73
23
21
1939
15
4
4
1
355

38. A viatical is a contractual arrangement to purchase a life insurance policy from a terminally ill
policy holder for a percentage of the face value. Viaticals are not covered products under the
insurance rule. However, insurance companies may voluntarily file SARs and report suspicious
activities that they wish to bring to law enforcement’s attention whether or not they involve
products specifically covered under the rule.
39. The actual number of SARs involving beneficiaries of viatical sales is better characterized as four
rather than 19. One filer filed seventeen SARs on transactions from the same viatical settlement.
Sixteen of these were filed on the beneficiaries of the settlement, and one was filed on the
settlements company. These 17 filings would better be considered as one filing with 17 subjects.
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TABLE B3

Annuity Owners and Applicants
Role of Subject Identified by the Narrative
Annuity Owner
Annuity Applicant
Total SAR Roles

SARs
174
23
197

TABLE B4

Insurance Insiders
Role of Subject Identified by the Narrative

SARs

Agent
Unspecified
Viatical Settlements Company
Insurance Broker
Unlicensed Agent
District Sales Manager
CFO
Treasurer

48
5
40
4
8
4
1
1
1
72

Total

TABLE B5

Gatekeepers
Role of Subject Identified by the Narrative
Attorney
Financial Advisor
Accountant
Policy Holder

SARs

Total

10
3
5
41
2
20

40. Three of the four filings mentioned the same viatical settlements company.
41. In three filings, a gatekeeper was actually the policy holder.
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GRAPH B5
Characterizations of Suspicious Activity Identified in SARs
Filed by Insurance Companies
May 2, 2006 – May 1, 2007
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TABLE B6

Classification of Products Reported in Suspicious Activities
Class of Product

SARs Identifying Use of
Each Product
265
225
73
48
23
7
3
1
1

Life Insurance
Annuities
Unspecified and Other Insurance Products
No Insurance Product Identified
Life Insurance – Viatical Settlements
Liability Insurance
Property Insurance
Health Insurance
Worker’s Compensation Insurance

TABLE B7

SARs Filed By Insurance Companies Involving Annuities
Instrument
Annuity Contract
Variable Annuity
Fixed Annuity
Annuity Account
Totals

SARs
98
78
39
36
251

Confirmed
Insurance Filing
46
36
33
11
126

Unknown
52
42
6
25
125

TABLE B8

Suspicious Activity Reports Involving Life Insurance Policies
Characterization of Life Insurance Policy
Life Insurance Policy
Universal Life Insurance Policy
Variable Life Insurance Policy
Whole Life Insurance Policy
Term Life Insurance Policy
Life Insurance Policy with a Paid-up Additional Rider
Variable Universal Life Insurance Policy
Variable Universal Life Policy – Group
Variable Life Insurance Policy – Corporate-Owned
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SARs
147
39
28
28
27
10
8
4
3
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TABLE B9

Suspicious Activity Reports Involving Viatical Settlements
Policy Tied to Settlement
Term Life Insurance Policy
Life Insurance
Variable Life Insurance Policy
Whole Life Insurance Policy

SARs
19
2
1
1

TABLE B10

Categorization of SARs Involving Non-covered Products
Reasons for The Filing

SARs

Insurance Fraud
OFAC Blocking Report
Multiple Money Orders or Checks Used for Payment or Initial
Purchase
Significant Transactions (Wire or Other) Without Economic Purpose
Media Reports of Illegal Activity
Money Laundering
Potential Terrorist Financing

5
3
2
2
1
1
1

TABLE B11

Narrative-Derived Reasons For Filings
Reasons For Filing
Multiple Money Orders or Checks Used for Payment or Loan
Repayment
Early/Excessive Borrowing
BSA/Structuring/Money Laundering
Early Policy Termination/Annuity Redemption
Significant Transactions (Wire Or Other) Without Economic Purpose
Commercial Watch List
Insurance Fraud
Subject of Law Enforcement Investigation

Insurance Industry

SARs
274
94
84
73
67
27
27
26
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Unusual Payment Method
Government Watch List 42
Identity Theft
Unusual Viatical Sales
Suspicious Documents or ID Presented
Media Reports of Illegal Activity
Little or No Product Performance Concern
Suspicious Transfer, or Loan to, or Payments by Unrelated Third Party
Unusual Use of Free-Look Provision
Tax Evasion
Mail or Email Fraud
Self Dealing/Embezzlement
Potential Terrorist Financing
Unusual Surrender Payment Request
Early Request For Refund of Premiums Paid in Advance
Check Fraud
Fraudulent Documents Presented by Agent
Counterfeit Instruments
False Statements
Financial Advisor or Parent Company Referral
Forgery
Alleged Prime-Bank Scheme
Attempt to Avoid Filing IRS Form W-9
Compliance Review
Computer Intrusion
Internal Audit of an Agent
IRS Audit of Subject
Refusal to Provide Verifying Information
Suspicious Questions About BSA Reporting Requirements
Wire Fraud

26
20
20
20
18
17
14
11
10
9
8
7
6
6
5
4
4
3
3
3
2
1
1
1
1
1
1
1
1
1

42. This characterization appearing in SAR narratives and commonly used by industry filers may refer
to names found in various lists issued by government agencies.
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APPENDIX C – FinCEN Form 101: Suspicious Activity Report
by the Securities and Futures Industries (Effective May
2004)
The following is FinCEN Form 101, which insurance companies are to use for filing
SARs.
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