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The press is currently full of news about Transaction Monitoring
related to high fines from regulators.
From our experience, many banks have created interim solutions
instead of focusing on sustainable TM organizations.
These interim solutions have shown the following negative side
effects:
They are very costly due to ad hoc solutions and subsequent
adjustments
They are not 100% suitable and do not fully meet the
organizational needs
Since the interim solutions are often not perfectly suitable, high
fines still occur and damage the bank's image
Our Recommendation:
Focus on building a suitable, long-lasting TM as it is of the same
importance for banks as focusing on a sustainable KYC organization.
These two parts are strongly interconnected and together avoid high
fines and reputation losses.
But how does it work?
Our experts share with you the 10 most important tips for a setting
up a sustainable Transaction Monitoring:

1. Start with the basics: Have a TM production
environment in place for a sustainable approach
Without a production environment with clear roles and
responsibilities in TM your organization is not able to manage the
workload in a cost-effective and regulatory proven way.
The Head of TM needs to have full transparency at any time about
the transactions monitoring queue and results on a real-time basis.

Also, backlogs need to be avoided. This is only possible when there is
an overall plan consisting of:
TM production
FTE planning with exact TM production times
This plan provides the necessary transparency for internal and
external auditors at any time.
Another necessary topic is the mind change for the TM
Organization.
Very important when it comes to Change Management: Never
forget the people who are affected by it. Whenever a change occurs
a good change communication must precede to pick up and convince
people of this necessity. The tips 2-10 are part of this!

2. Set up a proper Interface Management between the
KYC department and the single branches
In case of a transaction that could lead to an EDR (Event-Driven
Review) causing a rating shift, the KYC department needs to be
involved.
To avoid double work clear guidance and SLAs (Service-LevelAgreement) are necessary.

3. Set the right KPIs and a clear approach
Do not focus on thresholds – rather adopt a behavior approach with
the right KPIs and constantly modify these on the base of your
analytics and market.

4. Standardize Transaction Review processes
In-depth investigations into payments are often conducted by KYC
teams. These potentially duplicate the work performed by the TM
team after an automated alert is triggered. Double work needs to be
avoided. Therefore, ensure that these process steps are only
executed by the TM team.

5. Perform a clear separation of duties between the KYC
department and the TM organization
To avoid double work set up clear responsibilities of tasks between
the KYC department and the Transaction monitoring organization
(e.g. if a transaction triggers and an EDR arises, send it to the KYC
team instead of the TM Team).

6. Check business case for outsourcing vs. inhouse &
location strategy
To meet your cost targets, it is useful to think about the different
options:
outsourcing or inhouse solution for TM?
location strategy: onshore, nearshore, offshore?
These decisions form a sustainable TM organization after the
production set up is finalized.

7. Provide read-only access to Transaction Monitoring
(TM) investigation outcomes
Make sure that nobody can change the comments on TM
investigation outcomes to sustain a reliable data source.

8. Summarize transactions in risk scoring
Transaction behavior should be included in risk scoring. This needs
to be reflected in the KYC. For relevant changes in transaction
behavior set up a process to adjust risk scoring and a potential
increase in risk type.

9. Set up an effective escalation process for non-responding
clients
When internal systems do not explain transaction
activity, you need to contact the client or
relationship manager.
Depending on your clients, choose a clear
responding deadline for the contacted clients,
maximum 10-15 days.
In case of no response, your optimized escalation
process gets into effect.
This is a very important part of the implementation
of a production environment.

10. Have a good base of analytics, AI and
daily reporting E2E
To act proactively and transparent you need to
have your statistics in place at any time- Excel is,
from our experience, not a proper tracking tool.
Rather focus on AI and automation for specific
outcome and management of transactions.

To summarize, the production environment in TM is your priority
when it comes to cost targets and regulatory requirements.
Without a proper production environment, it is not possible to meet
the necessary targets.
So, start early, let your organization be prepared for upcoming
chances and new requirements and transform your TM approach
and organization today!
Get in touch with us and let us make your TM organization fit for the
future.
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