UNITED STATES OF AMERICA
DEPARTMENT OF THE TREASURY
FINANCIAL CRIMES ENFORCEMENT NETWORK

IN THE MATTER OF: No. 2005-1
GULF CORPORATION
MIAMI, FLORIDA

ASSESSMENT OF CIVIL MONEY PENALTY
E INTRODUCTION

The Secretary of the United States Department of the Treasury has delegated to the
Director of the Financial Crimes Enforcement Network the authority to determine whether a
financial institution has violated the Bank Secrecy Act and the regulations issued pursuant to that
Act,' and what, if any, sanction is appropriate.

Under the authority of the Bank Secrecy Act and regulations issued pursuant to that Act?
the Financial Crimes Enforcement Network has determined that grounds exist to assess a civil
money penalty against Gulf Corporation (“Gulf”). The Financial Crimes Enforcement Network
is executing this ASSESSMENT OF CIVIL MONEY PENALTY ("ASSESSMENT"™) without
the consent of Gulf, because Gulf has refused to enter into a consent to this ASSESSMENT.

11. JURISDICTION

Gulf is a corporation organized under Florida law. In 2004, PanAmerican Bank
purchased certain assets of Gulf, and assumed certain liabilities. Prior to the transaction, Gulf
had engaged, under the name “Gulf Bank,” in the business of commercial banking, pursuant to a
charter from Florida. After the transaction, Gulf changed its name to “Gulf Corporation™ and
relinquished its authority from Florida to engage in the business of commercial banking. In
addition, Gulf terminated its membership in the Federal Reserve System and terminated
insurance of its accounts by the Federal Deposit Insurance Corporation. However, the existence
of Gulf as a Florida corporation continued.

At all relevant times, Gulf was a “financial institution” and a “bank™ within the meaning
of the Bank Secrecy Act and the regulations issued pursuant to that Act.”

' 31 U.8.C. §§ 5311 et seq. and 31 CFR Part 103
231 U.S.C. § 5321 and 31 CFR § 103.57.
*3]1 U.S.C. § 5312(a)(2) and 31 CFR § 103.11.



III. DETERMINATIONS

AL Summary

This matter arises from Gulf’s willful violations of the currency transaction and
suspicious activity reporting requirements of the Bank Secrecy Act and the regulations issued
pursuant to that Act. As a result of numerous deficiencies in its procedures for currency
transaction reporting, Gulf failed to timely file 2,434 currency transaction reports from February
1998 through June 2001. In addition, Gulf had inadequate procedures to detect and report
suspicious activity, in accordance with the Bank Secrecy Act. Gulf employees displayed a
general lack of knowledge about certain types of high-risk activity at the bank. These
weaknesses resulted in Gulf's failure to timely file at least forty-seven suspicious activity reports.
In November 2001, the Federal Reserve and the Florida Department of Banking and Finance
issued a Cease and Desist Order against Gulf for Bank Secrecy Act related deficiencies, and the
matter was referred to the Financial Crimes Enforcement Network for consideration of whether a
civil penalty was warranted. The Financial Crimes Enforcement Network deferred
consideration of the matter until it could determine that no prejudice to other proceedings would
result from the initiation of a civil penalty action. The Financial Crimes Enforcement Network
has determined that it is now appropriate to proceed, and, based on the following findings, will
assess a civil money penalty.

B. Violations of the Currency Transaction Reporting Requirements

The Financial Crimes Enforcement Network has determined that Gulf violated the
currency transaction reporting requirements of the Bank Secrecy Act and regulations issued
pursuant to that Act.” Banks are required to file currency transaction reports for transactions in
currency greater than $10,000 in a single day. These reports must be completed and filed in the
form prescribed by the Secretary of the Treasury.f'

Gulf failed to timely file 2,434 currency transaction reports. Gulf failed to file any
currency transaction reports for at least 32 months. To the extent Gulf actually completed
currency transaction reports, its compliance officer failed to mail the forms, and systems and
controls failed to detect the problem over an extended period of time. In addition, Gulf failed to
aggregate multiple transactions for related customers in a single day. In fact, despite the
availability of such information, the compliance officer failed to review large cash reports for
aggregation purposes. In other cases, when a customer conducted both cash-in and cash-out
transactions in a single day, the cash-out transactions were not treated as reportable. In still other
cases, monetary instrument purchases for over $10,000 in currency were not treated as reportable
for currency transaction reporting purposes. Moreover, training deficiencies resulted in
excessive currency transaction reporting error rates at the branch level. A random sample of
currency transaction reports, in the spring of 2002, showed that Gulf personnel failed to identify
32% of reportable currency transactions for complete and accurate reporting under the Bank
Secrecy Act. In sum, Gulf exhibited a systemic breakdown in currency transaction reporting
compliance for nearly three years.

! Following the acquisition by PanAmerican Bank, the Cease and Desist Order was no longer in effect.
*31 US.C. §5313 and 31 CFR § 103.22.
®31 CFR § 103.27(d).






