THE RISKS OF INCOMPLETE AML EVALUATIONS: WHY THOROUGHNESS IS CRITICAL

In today's rigorous regulatory environment, robust Anti-Money Laundering (AML)
compliance is essential for financial institutions and other institutions obligated to
comply with these laws. Independent AML evaluations, required by the Bank Secrecy
Act (BSA) and overseen by the Financial Crimes Enforcement Network (FInCEN)
within the United States Department of the Treasury, are vital

for spotting vulnerabilities in your company’s AML Program and it is important to
avoid overly optimistic evaluations that can expose you and your company

to heavy penalties, reputational damage, and operational risks.

“An incomplete or
overlooked evaluation
can bring potential
disastrous
conseqgquences.”

Why Independent AML Evaluations Matter

Independent AML evaluations, conducted by third-party specialists,

assess operational and legal components that include how well a company knows its
customers through customer due diligence processes, transaction monitoring to
detect suspicious patterns that could generate money laundering risks, and a
suspicious activity reporting obligation among many other internal controls that
keep a company from being used as a vehicle to launder dirty money. These reviews
generally referred as evaluations ensure compliance with a regulatory framework,
uncover weaknesses and vulnerabilities, while also building trust with clients and
regulators to demonstrate a sincere AML culture. Unlike internal

audits, AML independent evaluations offer unbiased insights, demonstrating your
commitment to integrity and fostering long-term business relationships.

The Dangers of Incomplete and Incompetent Evaluations

Not all AML evaluations are equal because every company has their unique policies,
procedures, processes, and compliance culture. Shallow, superficial reports and
reports produced by inexperienced individuals are easily identified by a
knowledgeable specialist and usually overlook vulnerabilities in areas of the
evaluation that could lead to potential disastrous consequences:

- Regulatory Penalties: Recent enforcement actions show that incomplete
evaluations can result in multi-million-dollar fines for failing to address weaknesses,
such as inadequate transaction monitoring.

- Reputational Damage: Regulatory violations can erode client and investor trust,
harming your institution’s reputation and business prospects.



- Operational Risks: Unidentified gaps in AML processes can allow illicit activities to
go undetected, leading to costly remediation efforts.

- Missed Opportunities: Superficial reviews fail to provide actionable insights,
hindering your ability to strengthen your AML program.

The Value of Thorough AML Evaluations

Comprehensive evaluations are a strategic investment in compliance and resilience.
They ensure regulatory adherence, risk mitigation, and enhanced client trust. By
identifying gaps and providing actionable recommmendations, thorough reviews help
your institution stay ahead of evolving regulations, such as updates to the AML Act of
2020, and have a competitive edge.

The biggest fines paid by institutions that were cited by FINnCEN were due to
inadeguate monitoring of high-risk transactions, failing to update its risk assessment,
failures to properly apply customer due diligence (CDD), lacking in timely filing
suspicious activity reports (SARs), having inadequate AML controls related to its
merchant onboarding process and inadequately monitoring cross-border
transactions. The fines ranged between 5 million to 25 million dollars.

A comprehensive AML evaluation goes beyond checking boxes. It involves verifying
your company’'s AML Program coherency with policies, procedures, processes, and
controls in alignment with regulatory requirements and industry standards.



