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Welcome to INSIGHT
A New Year and a new decade is upon us, one we believe will be instrumental in shaping the future of
banking, financial services and technology. The years leading up to 2020 have been the warm-up; now, it's
game time. We have seen regulatory support for innovation and collaboration between financial institutions
and financial technology companies. We’ve seen faster payments, more complex transactions and new
markets emerge. As our industry evolves and we get better, faster and stronger, it is important that we
embrace these changes with a keen eye, sound infrastructure and a level of understanding and knowledge of
how to take the financial services industry to the next level in a safe and compliant manner.
Since 2014, our focus as been on the cannabis industry and the development, and ultimate provision of, safe
and stable banking solutions. Our work is coast-to-coast and spans financial institutions that have actively
serviced cannabis-related businesses since the Cole Memo and FinCEN guidelines were introduced to those
that are more risk averse. As partners with our clients, we tailor our work and their solutions to their unique
risk appetites.
Through our work, we have observed a common theme, or thread, in the industry: The need and the common
wish for more information, better information, and consistent messages when it comes to addressing cannabis
banking issues. We spent considerable time in the last two years spearheading the cannabis banking
educational movement through webinars, Director outreach, conferences and seminars, leading up to the 2019
Marijuana Banking Summit in Pittsburgh. The momentum from these events helped to propel the industry
forward, but we have not yet even seen the tip of the cannabis banking iceberg. The industry is evolving, as
are regulatory expectations. Our clients rely upon us to keep them apprised of these changes and to help
facilitate adjustments to their Cannabis Banking Programs accordingly. We created the Insight with the
growing appetite for information and the necessity for financial institutions stay informed in mind. Cannabis
banking will remain a strong focus of the Insight; we will also address Bank Secrecy Act updates and changes,
and discuss innovative, complex and evolving banking solutions.
It’s time for more. It’s time for the tipping point on which we’ve been balanced to be molded and shaped into
the industry we want. It’s time to lead. Let the Insight be your guide.
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SAFE BANKING:

WILL WE SEE
CHANGE IN 2020?
Throughout 2019, we saw significant focus on
the legislation that could be used to propel the
cannabis industry forward. Much of that focus
was on the SAFE Banking Act. In an historical
vote, the Act passed through the House in
September, moving it to the hands of the
Senate. One question that appeared to get
lost as the industry was swept up into the
movement of the SAFE Banking Act was
whether it is needed at all. Within the current
environment, the provision of financial
services to cannabis-related businesses
(CRBs) – specifically those related to deposit
account services – has been viewed by the
regulators as a risk-based decision.

As with any higher risk sector, the regulators
expect that the financial institutions under their
supervision will take the necessary steps to
establish a sound infrastructure to identify,
measure, monitor and manage associated
risk. We have not seen charters revoked,
FDIC insurance rescinded or financial
institutions put under enforcement action
simply because they are providing financial
services to cannabis-related businesses. What
we have seen, for those that have been cited
for deficiencies, is that sufficient attention was
not paid to the necessary controls to manage
this higher risk industry. So, if the regulators
are viewing the provision of financial services
by Federally supervised institutions as a riskbased decision, what is all the SAFE Banking
fuss about?
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The fuss is that there are too few financial
institutions willing to make this leap, leaving
the industry largely unbanked. Cash
management for the industry has been
challenging, growth of the industry has been
hindered and public safety remains a
concern. Can financial institutions provide
financial services to CRBs in a safe, sound
and stable manner? Yes. Do we need federal
legislation in place to permit that activity? Not
currently. However, we would likely see an
increase in the institutions willing to serve
CRBs if they felt there was a certain level
of protection in place to do so. Here’s the
conundrum: Do we want to see legislation
move forward for the sake of making an
historical splash without fully addressing the
primary banking issues brought forth or do we
want to see legislation take a little bit longer to
refine to provide a sound, long-term and
effective mechanism to support both the
cannabis and financial services industry going
forward? Our vote is for the latter. It’s an
election year. We have a lot of stakeholders
pushing for legislation. None of us has a
crystal ball. Will 2020 be the year we see the
SAFE Banking Act passed? Possibly. The
more definitive message is that the industry –
cannabis and the financial institutions that
serve CRBs – is moving forward regardless,
and we have a responsibility to establish the
standard that will change history.

The other side to what we face in the financial
services industry is the impact of cannabisrelated businesses crossing into the path of
financial institutions that have a lower risk
appetite, but are inevitably caught in the cross
hairs. The lack of guidance from a regulatory
enforcement standpoint has posed issues for
our financial institutions.
Here's a perfect example:
We recently received five emails in the course
of five minutes from five different institutions
all concerned about the same situation: These
institution had entered into a syndicated loan
arrangement with five others. The purpose of
the loan proceeds was to financial commercial
real estate that would then be leased. One of
the underlying (proposed) leaseholders was a
medical marijuana facility. This poses a
problem...why? Offering "financial services" to
CRBs has, to this point, been primarily
relegated to the deposit side of a financial
institution. While we've seen private lenders
finance CRBs, it has not been embraced by
Federally regulated financial institutions,
primarily because of the possible legal issues
that come into play with collateral perfection
and repossession or foreclosure, all of which
need to be considered when assessing the
risk credit associated with a potential
borrower. The borrower, in this instance, was
a commercial real estate developer. However,
the underlying leaseholder was the medical
marijuana facility. Now here comes the
million-dollar - or multi-million-dollar question
in this case: Is this an acceptable
relationship?
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There is discussion within the latest version of
the SAFE Banking Act that would define
indirect businesses, such as in this case
where there is a landlord or development
company, as ancillary and therefore not a
direct marijuana-related business. That would
mean, assuming the Act is passed and this
provision would remain, that marijuana-related
SARs would not be required for such
businesses. However, that does not cure the
issue. We would still not foresee many
financial institutions providing funding to such
businesses until marijuana is descheduled.
Until then, the banks' collateral position could
be in jeopardy and the participating institutions
could call the loan, depending on the language
within the participation agreement. One of the
proposed solutions from the participating
institutions was to carve out the medical
marijuana tenant, essentially excluding the
projected cash flow from that tenant in
calculating debt service, and thereby
eliminating reliance upon that tenant for
repayment. While there could be some
viability to that option, we strongly
recommended legal counsel become involved
given the nuances of legalese within the
participation agreement and in assessing the
banks' collateral positions should the loan go
into foreclosure. This is also where your
regulators can be a great sounding board. It is
far better to engage their expertise while
working through an issue, than to make an
assumption, hope for the best and need to
defend your position when it comes time for
your exam. This is also a great, live example
as to why we need clarity and consistency at
the regulatory level and why financial
institutions need to establish comprehensive
Cannabis Banking Programs.

LENDING TO
HEMP-RELATED
BUSINESSES
Given the preceding example, one might
surmise that it is not possible to lend to hemprelated businesses. That's not technically true
or a fair statement. In the example we
discussed, the underlying tenant was directly
engaged in the medical marijuana supply
chain.
With the legalization of hemp at the Federal
level in 2018, hemp remains a cannabis byproduct, but is not considered to be marijuana.
As such, the risks to collateral position, legality
and foreclosure issues are not the same. The
DEA has publicly declared that hemp and
hemp-derived products are not marijuana. The
USDA has established an interim final rule to
guide hemp cultivation, has approved the first
state and tribal plans to do so, and as
announced a special crop insurance program
designed specifically for hemp. The game has
changed. While these agencies, including the
regulatory agencies as featured in the article
on the following page, have communicated the
legality of hemp, and the acceptability of
offering financial services to hemp-related
businesses, your due diligence responsibilities
have not changed. If you plan to lend to
hemp-related businesses, you will need to
conduct initial and ongoing due diligence to
ensure that your borrower is operating in
compliance with USDA-approved guidelines,
the certificates of analysis reflect defined
hemp thresholds and that your borrower is not
otherwise engaged in business that would
indicate activity beyond hemp (e.g. higher
THC-concentration business activities).
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CLARIFYING
HEMP BANKING
In response to questions that have arisen
since the passage of the 2018 Farm Bill,
which removed hemp from Schedule I under
the Controlled Substances Act, the Federal
Reserve, FDIC, OCC and FinCEN issued a
statement, in coordination with the
Conference of State Bank Supervisors, to
provide clarity on the legal status of
commercial growth and production of hemp
and relevant requirements for banks under
the Bank Secrecy Act and associated
regulations. FinCEN plans to issue
additional guidance after further reviewing
and evaluating the USDA’s interim final rule.
The USDA initially issued its interim final rule
establishing the U.S. Domestic Hemp
Production Regulatory Program in October
2019 to facilitate the legal production of
hemp. The guidelines under the rule were
then issued for public comment; all
comments are due by January 29, 2020.
The agencies’ clarification provides that
hemp may be grown only with a valid
USDA-issued license or under a USDAapproved state or tribal plan. Research and
development initiatives under the 2014 Farm
Bill remain in effect until one year after the
effective date of the USDA interim final rule.
While hemp has been legalized at the
Federal level, a state or tribal government
may prohibit the production of hemp. What
does this clarification mean for your
institution? It could mean a number of
things.
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First and foremost, if you have not done so
already, you will need to expand upon your
Marijuana Banking Program to be inclusive
of cannabis-related activities. Transitioning
your Marijuana Banking Program into a
Cannabis Banking Program can provide a
logical and inclusive place to address your
risk appetite and policy for offering financial
services to direct and indirect marijuanarelated businesses, hemp and CBD
customers, as well as those employed by
such businesses. You can expect that your
regulators will be assessing the adequacy of
your Cannabis Banking Program, comprised
of your risk assessment and policy, during
your BSA examination.
You will likely see an increase in requests for
financial services, including financing
options, for hemp businesses, covering
cultivation, extraction, distribution and other
related activities. You should be prepared to
address these requests and have controls
implemented to identify, measure, manage
and control associated risk. While hemp has
been legalized at the Federal level, this
legalization does not relieve you of your due
diligence requirements. You will need to
have in place sufficient due diligence to
ensure your customer is operating in
accordance with applicable guidance and
hemp production plans at the time of account
opening and on an ongoing basis. You will
not, however, be required to file MarijuanaLimited SARs for hemp-related businesses.
You are expected to follow standard SAR
procedures, as you would for any customer,
if suspicious activity warrants.

90-DAY SAR
CONTENT
Speaking of Marijuana-Related SARs...we
have received several questions related to
the content required for Continuous
Marijuana-Limited SARs. Under FinCEN
guidelines, the initial Marijuana-Limited SAR
is required to include:
Identifying information of the subject and
related parties.
Addresses of the subject and related
parties.
The fact that the filing institution is filing
the SAR solely because the subject is
engaged in a marijuana-related business.
The fact that no additional suspicious
activity has been identified.
You should use the term “MARIJUANA
LIMITED” in the narrative section.
You are then required to follow traditional
SAR reporting guidelines and report
continuous activity. You have 90 days to
determine whether that activity has continued
and if so, file your Continuous MarijuanaLimited SAR within 30 days. The Continuous
SAR may include the same information as the
initial SAR, but must also include details
about the amount of deposits, withdrawals,
and transfers in the account since the last
SAR. You may accomplish this through
summary information in the narrative, through
attached spreadsheets or other electronic
documentation that can be submitted with the
SAR.
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CTR CHANGES
ANNOUNCED
FinCEN recently updated its CTR FAQs
for situations in which an individual subject
fulfills multiple roles. Previously, if more than
one role applied to a conductor (i.e. more than
one Item 2 option), you would complete only
one Part I on that person with only one entry in
Item 2. This didn’t make a whole lot of sense
to us; the logical approach would be to
complete two Part Is on the conductor. Guess
what. Logic won out! We should either buy
lottery tickets or batten down the hatches for
the zombie apocalypse.
The Amended Instructions
You would select Option 2a if the person
recorded in Part I conducted the
transactions(s) on his or her own behalf.
Select Option 2b if the person recorded in Part
I conducted the transaction(s) on behalf of
another person. Options 2a and 2b cannot be
selected if box 4b (“if entity”) is checked.
Selection Option 2c if the transaction was
conducted by another for the person recorded
in Part I. If Option 2d is selected because an
armored car service under contract with the
customer is involved in the transaction(s), the
information for the armored car service, not
the individual agent of the armored car
service, will be recorded in Part I.

If more than one Item 2 option applies to
a Part I person, a separate Part I will be
prepared on that person for each Item 2
option.
FinCEN's Example
If the Part I person conducted a $5,000
deposit into their personal account and a
separate $7,000 deposit into the account
of another person or entity, there will be
one Part I on that person reporting Option
2a on the personal deposit with that
amount and account number in Item 21
“cash in amount”. There will be a second
Part I on that person reporting Option 2b
on the person/entity account transaction
with that amount and account number in
Item 21.
Please note that you may need to update
your software to reflect this change.
Compliance with these changes is
mandatory February 1, 2020.

PROPOSED
BENEFICIAL
OWNERSHIP
CHANGES
Beneficial ownership requirements may soon
extend beyond regulated financial institutions!
On October 22nd the House passed H.R. 2513,
the Corporate Transparency Act (249-173) that
would require corporations and limited liability
companies to reveal their beneficial owners to
the Federal government when they are formed.
Under the Bill, FinCEN would be primarily
responsible for collecting beneficial ownership
information and maintaining it within an internal
database, accessible to law enforcement.
Bonus…financial institutions would also be able
to pull information from the database with the
consent of their customers.
The requirement to furnish beneficial ownership
information to FinCEN would not only apply to
newly
formed
entities;
certain
existing
corporations and limited liability companies
would be required to file beneficial ownership
information with FinCEN two years after
implementation of the final regulations required
under the Bill. The Bill imposes a civil penalty
and authorizes criminal penalties (e.g. fines,
prison terms, or both) for providing false or
fraudulent beneficial ownership information or for
willfully failing to provide complete or updated
beneficial ownership information.
We will continue to watch the status of this Bill
as it would provide a wealth of information from
which to build upon your customer due diligence,
and may alleviate some of the burden of
attempting to collect and, in a lot of cases, figure
out your beneficial owners.
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News
ICS Acquired Sterling Compliance

ICS announced that it has signed a definitive agreement to acquire all of the outstanding shares of Sterling Compliance LLC.
Based in Pittsburgh, Pennsylvania, Sterling is a strategic risk management partner to its community bank and credit union clients
nationwide. Sterling provides a full suite of risk management services designed to help its clients assess and manage effective
regulatory compliance programs and stay ahead of examination cycles and legislative changes.

Ralf Kaiser Named ICS Chief Executive Officer

The ICS Board announced the promotion and appointment of Ralf Kaiser to the firm's Chief Executive Officer. In addition to
three decades in investment banking, Ralf brings extensive experience to the cannabis banking compliance space and has
been recognized as a thought leader across the country.

ICS met with the OCC Office of Innovation

In coordination with Money 2020, CEO Ralf Kaiser and Advisory Board Member Angela Lucas met with the OCC's Office of
Innovation to discuss the firm's leading technology advances in the cannabis banking industry.

ICS Leadership Invited to Washington to Weigh in on the
SAFE Banking Act
The ICS leadership team was invited to the nation's capital to meet with Senators, Congressmen and Congresswomen to
discuss necessary refinements to the SAFE Banking Act to address banking issues and bolster the bill for advancement
through the Senate.

Greenlight Payments Went Live...

Spotlight on
After months of hard work and years of experience in the cannabis compliance industry we have
developed industry leading underwriting as well as automated ongoing tracking and monitoring for
merchant processing in the Hemp/CBD industry.
On November 1st, Greenlight Payments launched its merchant processing program for the Hemp |
CBD space with much anticipation and need. A lot of time, energy and thought has gone into the
development of this program to make it an industry leader. We have had a very strong demand from the
start and see no end in sight as we see more and more merchants looking for a strong, stable platform.
We believe that over the next few months, Greenlight will become the largest processor for the industry.
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WEBINARS
Explaining CBD

January 16, 2020

Banking Direct CRBs

February 6, 2020

Banking Indirect CRBs

February 24, 2020

CRB Legality: Past to Present

March 12, 2020

Determining Your CRB Risk Appetite

March 31, 2020
April 8, 2020

Crafting Your CRB Policy
CRB Banking: Meeting with your Regulators

April 29, 2020

CRB Due Diligence & Administration

May 14, 2020
June 4, 2020

CDD for FInancial Institutions that Don't Want to Bank CRBs

CRB Coffee Breaks
Each quarter, we provide a comprehensive update on
the status of cannabis-related banking issues. From
marijuana legalization initiatives, marijuana-related
banking issues, cannabis banking opportunities, and
how financial institutions are addressing these issues,
this is your one-stop shop to stay up to date on the
latest developments.

January 24, 2020
April 10, 2020
July 17, 2010
September 2, 2020

LIVE EVENTS
West Coast CEO Forum, Janney | FIG Partners
ePay Connect 2020, Envisioning the Future of Payments

January 28-30, 2020
March 2-4, 2020

UPCOMING
WEBINARS & EVENTS
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INTEGRATED COMPLIANCE
SOLUTIONS, LLC
The Complete SEED-TO-BANK™ Solution

Cannabis Banking Risk Assessment Development: Our risk
assessment process is designed to assist financial institutions in
comprehensively analyzing the inherent risks of providing
financial services to cannabis-related businesses (CRBs), assess
the adequacy of internal controls, and determine residual risk
levels.
Cannabis Banking Policy Development: ICS assists our clients
in establishing a sound Cannabis Banking Policy that is derived
through the risk assessment process.
Cannabis Banking Program Assessment: For institutions that
have established a CRB RIsk Assessment and Policy, ICS may be
engaged to perform an independent assessment of the
adequacy of the CRB Program.
Facilitation of Board and Regulatory Meetings: The ICS Team
regularly meets with Boards of Directors to provide initial and
ongoing education surrounding cannabis banking issues. Our
team is also actively engaged by our clients to assist them in
meeting with their regulators as they present CRB strategies.|
Enhanced Due Diligence: Our enhanced due diligence
processes are designed to ensure that a financial institution has
a comprehensive understanding of each CRB relationship prior
to onboarding.
Ongoing Consulting: Through our ongoing consulting
arrangements, our clients have unlimited access to our CRB Risk
Management and Bank Secrecy Act Team via telephone and
email

Integrated Compliance Solutions is
a financial technology, banking
compliance and innovative
payments solution provider helping
financial institutions with complex
solutions..
Our experience in financial services
and payments technology allows us
to apply the heightened federal
requirements to preferred providers
that meet our strict requirements.
The result: a competitive, complete,
and stable set of services that
complement merchant goals.
As your SEED-TO-BANK™
compliance partner, ICS has simply
been used by more banks, more
marijuana-related businesses, and
for longer than any one of our
competitors in the space. Our
services are proven and well
respected in the industry.

M-Monitor III Cannabis Banking Platform: State-of-the-art and
user-friendly cannabis transaction monitoring for BSA teams
that easily integrates with any core bank system.
CRB Audit: ICS provides an audit function for CRBs to
proactively ascertain compliance with state-level requirements
with the objective of securing stable banking.

Contact Us
1980 Festival Plaza Drive
Suite 450
Las Vegas, Nevada 89135
info@icslv.com

