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Introducing Accuity
Today, we’re excited to announce the next step in our journey to deliver the industry’s best
payments, compliance and financial counterparty solutions.

®

is now

What does this mean to you?
Accuity means trust.
Over our 175+ year history, we’ve gone to great lengths to ensure that our solutions are always
Delivering Certainty:
that your payment processes are efficient and drive costs down.
that the possibility of transacting with high-risk entities is identified and mitigated.
that your bank counterparty due diligence is thorough and insightful.
Our new name changes nothing of that trust.
Accuity means global.
Wherever you happen to be in the world, we’re probably there too. And we’re ready to support
you with established, local expertise.
Accuity means quality.
Our solutions are powered by Bankers Almanac – the gold standard for proactive data
collection in the banking industry. This comprehensive, up-to-date information delivers
accurate insights across our solution portfolio to accelerate your decision making and improve
your processes.
But most importantly, Accuity means innovation.
We are on a mission to deliver new solutions that make your job easier. We will bring you user
experiences that are efficient and powerful, tailored and flexible, revealing and insightful. This
mission starts today:
We’re introducing SmartWorks – a new breed of payment and counterparty management
solution.
We’ll soon be launching new local language AML screening capabilities to ensure the
highest levels of risk reduction.
We’re gearing up new standards for dual-use and controlled goods screening to protect
your trade finance operations.
And this is just the beginning.
We’re proud to call you a customer and look forward to you joining us on this journey.
Stick with us – you won’t want to miss what’s coming …

Hugh Jones
Chief Executive Officer
Accuity
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Contact
US
4709 Golf Road
Skokie, IL
60076, U.S.A.
Tel: +1 847 676 9600
Toll Free: 1 800 321 3373
Fax: +1 847 933 8101
Email: sales@accuity.com
EMEA
Procter House, 1 Procter Street, London,
WC1V 6EU
Tel:+44 207 653 3800
Fax: +44 207 653 3828
Email: sales@accuity.com
APAC
3 Killiney Road, #08-01
Winsland House
Singapore 239519
Tel: +65 6780 4814
Fax: +65 6544 1171
Email: asiasales@accuity.com
Shanghai, China
999 Jin Zhong Road, 4F, Tower C
200335
Shanghai, China
Tel: +86-21-5155-1222
Fax: +86-21-5155-0599
Email: asiasales@accuity.com
Sydney, Australia
Level 10, 10 Help Street Chatswood
NSW 2067
Australia
Tel: +61 280060584
Email: asiasales@accuity.com
Japan
Tel: 005-3165-0552 (Toll free within Japan)
Tel: +65 6780 4814
Fax: +65 6544 1171
Email: asiasales@accuity.com
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/ Accuity timetable of events

Come and see us at Sibos
Open Theatre
We will be presenting at this year’s Sibos
event in the Open Theatre. In our Open
Theatre session we will focus on the fastapproaching SEPA end date, discussing
paths to becoming SEPA compliant, what
a project entails, and some best practices
seen from early adopters.

Thursday 19 September
11:30 - 12:00
The SEPA End Date: Gateway to Success
Open Theatre 2
Presented by Robert McKay

Stand F88
Exhition Hall Zone B
We will also be presenting on our stand,
number F88, located in Exhibition Hall
Zone B, covering key industry challenges
in the areas of compliance, payments and
correspondent banking. There will be
seating provided but do arrive in good
time as seating space is limited.

Monday 16 September
13:45 - 14:05
Meeting the AML Challenges
of Emerging Geographies
Presented by Malcolm Taylor
Tuesday 17 September
12:00 - 12:20
Effectively Managing Bank
Counterparty Risk
Presented by Robert McKay
Wednesday 18 September
11:40 -12.00
Driving Profitability Amid Constraints
on Payment Processing Fees
Presented by Malcolm Taylor
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Malcolm Taylor
Malcolm Taylor is responsible for managing and developing
corporate relationships for Accuity. He has more than 20
years’ experience in the data business with a particular focus
on Payments, Risk and Compliance and has spoken at many
international conferences and industry events.
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Robert McKay
Robert McKay is a managing director for Accuity. For more than sixteen
years he has helped firms to optimise the profitability of payment
operations through the use of technology and data. Mr McKay is an
authority on the issues facing organisations in increasing payment straight
through processing rates and decreasing the costs of clearing checks.
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Driving Profitability Amid
Constraints on Payment
Processing Fees
Payment processing repair fees—the fees banks charge when
cross-border payment instructions they received were incorrect
and had to be fixed or returned before payment could go
through—have traditionally been seen by many as simply a
built-in cost of doing business.
After all, many banking professionals

From the bank’s perspective, new rules such

reasoned, it was not the bank’s fault if it was
given bad information while it worked to
complete a customer’s payment request.
And, if the bank happened to turn a profit
on fee structures associated with payment
processing then that, too, was just a part of
doing business.

as remittance transfer mandates in Section
1073 of the Dodd Frank Act and increased
payment efficiencies brought on by the
implementation of the SEPA are placing
much greater pressure on their front offices
to ensure the customer has supplied valid
and active bank routing details for each
and every transaction. These rules often
define what a bank can charge for these
transactions. Gone are the days of fee-driven
revenue streams that are suitably profitable
or even cover a bank’s operating costs.

Today, however, such a viewpoint is being
challenged more and more every day. To
start, corporate bank customers big and
small have come to expect more efficiency,
more transparency and greater customer
service in every aspect of their banking
relationships, while individual and retail
bank customers are looking for ways to
minimise costs while receiving the same
benefits they have always enjoyed. At the
same time, payment processing complexity
is increasing, causing corporates with
high volumes of cross-border payment to
seek expertise and help in navigating an
increasingly difficult payment landscape.
Further, regulations define the treatment
of fee-based transactions. Some, like SEPA
cite a maximum value while others like Dodd
Frank have implications that shift greater
burdens upon the banks.
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As a result, profitability centered on
payment processing is being squeezed as
margins come under increasing pressure
from increased competition and regulation.
Fortunately, with higher levels of payment
straight through processing (STP) brought
on by mandated efficiencies, banks willing
to embrace the challenge can find new
opportunities to identify profit from payment
processing operations.

Back to First Principles
Undoubtedly, the challenges facing bank
operation teams brought on by the need
for greater efficiency are many. In April of

this year, the Consumer Financial Protection

wake of a re-engineered payment landscape,

Bureau (CFPB) issued new protections as
part of Dodd Frank for remittance transfers
with a number of requirements that will
add complexity and cost for most financial
institutions. In addition to requiring fee
disclosures and disclaimers, a bank will also
be on the ‘hook’ if the payment has to be
refunded or requires resending. Even if
the customer makes an error in providing
the incorrect account number or recipient
institution identifier (bank code), the
institution has to either refund the payment
or correct it and resend it—at its own cost.

corporates are also assuming greater
control of their payment processes and
information, further reducing banks fees for
cash management and payment processing
functions. That means that for banks, the
days of simply accepting an incorrect
instruction, fixing it later and passing on
the costs to the customer are soon to be
or already over. In their place, banks and
financial service providers now have a vested
interest in ensuring the highest levels of
payment straight through processing and
the lowest levels of payment repair costs to
minimise costs in the first place.

If banks want to boost
their operating profits,
they can only do so by offering
value added services and/or
optimising their processing of
payment transactions.
For banks, it may be difficult to overstate
the impact the need to prepare for the
February 1, 2014 SEPA end date has had on
banking operations and, potentially, profit.
As transaction revenues disappear in the

Becoming “Intelligent” with
Payment Routing
As new regulatory schemes unfold, or
the competitive landscape places greater
pressure on banks to offer value-added
services resulting from widespread
efficiencies, banks will continue to feel the
pinch on profitability. Therefore, if banks
want to boost their operating profits, they
can only do so by offering value added
services and/or optimising their processing
of payment transactions.
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There are basically four actions banks take to increase their profitability in
light of the new landscape. These include the following:
1 Blended pricing: banks are abandoning
their highly detailed pricing grids that
delineate fees by domestic versus
international transactions, and one-time,
from recurring, from batch. Instead, banks
are increasingly establishing a blended
price that streamlines the fee schedule
and no longer distinguishes these
payment types.
2 Mixed payment flows: Paired with
blended pricing is the blending of
the payment instructions. Banks are
encouraging their corporate and
retail clients to send more simplified
instructions.
3 Rewrite Terms with Customers: T&C’s with
these customers are written to empower
the bank to exert greater control on the
determination of how best to route and
settle these transactions. These T&Cs
reflect the trust these customers are placing
with their banking partners.

Adding Value to Existing Offerings
Beyond the possibilities of reducing costs or
simply meeting a regulatory burden, finding
better, more efficient processes to validate
payment instructions as early as possible in
the payment processing supply chain can
mean adding value on a number of levels for
a customer, such as smoother transactions,
more transparent disclosures and more rapid
processing. For banks willing to change
their perspective and approach, a potential
win-win scenario can be created where the
overall impact of regulations like Dodd Frank
and SEPA can be minimised, while at the
same time value-added banking services can
be found to help generate new bank revenue
from payment processing operations.
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4 Intelligent Routing: with the right data
and more efficient internal processes,
banks can begin to optimise profitability
of payments by utilising ‘intelligent
payment routing’ logic to drive payments
through the most efficient and least costly
processing channels. With the ability
to select the optimal route for payment
processing based on branch participation,
cost structures and settlement timeframes,
banks can offer their customers a range of
services and prices dependent on routing
choices. In such a model, banks can help
choose the modes for settlement based
on routing decisions, value dates, and
customer indicators, and thereby offer a
new level of customer service that help
cement existing relationships and add a
distinct competitive advantage.

The SEPA End Date:
Gateway to Success
With the SEPA deadline fast approaching, much attention is
being turned to how the new payments landscape is going
to affect corporates. Changes on the horizon will affect any
organisation that finds itself needing to transact across borders
or recognises the need to prepare for tomorrow’s payment
paradigms today.
Yet the challenges for corporates needing
to become SEPA compliant may seem more
burdensome or complex—and perhaps
unnecessary—given these organisations’ lack
of resources, more limited scope or lower
volume of payments.

Meeting Regulatory Requirements:
‘The First Shoe To Drop’
In the weeks and months leading up to the
February 1, 2014 end date, corporates of
every shape and size must implement the
right strategy to ensure SEPA compliance,
including converting BBANs to IBANs with
BIC, modifying files to the new XML ISO
20022 standard and consider if customer
authorisation mandates need to be
resubmitted. For those corporates that
have not yet started to prepare, delays in
processing, increased operating costs and
potentially serious cash flow consequences
lie in wait. For companies that embrace the
changes, however, the full range of benefits
SEPA promises, including better payment
processing, greater flexibility with bank
partners, and lower costs and higher margins
can be in their grasp.

The Path to Compliance
The pressure is starting to build. Inside the
SEPA zone, many banking institutions are
reaching out to their customers around
the world to help them prepare, not to
mention rejecting incorrect payment items
or sending them back for repair, as well as
charging fees for any payment instruction
not SEPA compliant.
To prepare for SEPA compliance and secure
the promised efficiencies and cost savings,
corporates generating payment instructions
must meet a number of SEPA-related
requirements by the end date, including:

.
.
.
.

Converting domestic account numbers
into properly formatted IBANs.
For the time being, they must provide the
routing instruction with, the associated
SWIFT/BICs paired to the IBANs.
Commencing 2016, this BIC requirement
may be removed for corporates but, not
for banks.
Effectively meet ISO 20022 messaging
standards to exchange remittance data
between banks.
Revisit authorisation mandates received
from the customers of the corporates.
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that empower the corporate to initiate
debits. These mandates may need to be
resubmitted to reflect the new
SEPA standards.
The need to achieve compliance will take
on greater focus for higher- and lowervalue payments alike. That means any
organisation, big or small, that engages
in such transactions as consumers using
direct debit payment, employees requiring
expense reimbursement or smaller suppliers
and service providers needing payment
will require compliance. At the same time,
government agencies and service providers
are also becoming SEPA compliant, putting
further pressure on smaller and mid-sized
companies who rely on these customers to
be ready.

A Wealth of Potential Benefits
Fortunately, for corporates that prepare
effectively, becoming SEPA-compliant
offers a host of important benefits. To start,
SEPA ensures all euro credit transfers are
made in the same way everywhere in the
SEPA zone, within a predictable timeframe
and at the same cost irrespective of
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destination. Beyond simply being able to
ensure remittance information is accurately
transmitted and received, companies can
also leverage advantages from settlement
windows tot help make operations more
streamlined. As well, fees for SEPA debits
and credits, especially cross-border
transactions, are significantly less expensive
as cross-border transfers are priced like
“domestic” transactions. SEPA debits will
be an important mechanism corporates
can deploy to ensure control on their
receivables, keeping access to expensive
lines of credit to a minimum and sustaining
an appropriate liquidity to facilitate day-today operations. Finally, the standardisation
affords a corporate greater flexibility
to switch bank partners. The switching
power will help to drive attractive pricing
negotiation lending to improved profitability
in treasury functions.

The Rapidly Approaching Future
Significant challenges to achieving full
compliance with SEPA exist. For example,
converting an existing database of payee
details for suppliers, vendors, employees or

other payment recipients from BBAN into
IBAN with BIC requires real expertise, and
trusting off-the-shelf or free-ware sources
often means lacking critical information for
success. Corporates will often find that their
vendor tables within their ERP or Treasury
systems have been poorly maintained over
the past decade. Converting domestic
accounts or BBANs into IBAN may actually
first involve a cleansing/purge of outdated
information.
That means corporations currently taking
a “wait and see” approach to compliance
must act now to create a strategy for SEPA
migration and ensure their new payments
process is compliant and operating reliably
well before the deadline.
All too often, however, corporates either
believe SEPA adoption will have a negative
impact on their business, or the benefits
do not outweigh the costs of achieving
compliance. To achieve the promised
benefits and minimise the costs of noncompliance, corporates need to change
their perspective, along with the way they
run their business.
In light of the challenges involved, a lot of
work may be necessary to implement new
practices and policies into a work flow, test
policies fully and put new practices into
operation. Many corporates have taken
these cleansing and conversion exercises as
a catalyst for change; instituting new policies
and Master Data Management programmes
with dedicated personnel responsible for
the upkeep of the bank and vendor data to
ensure lasting integrity in the years to come.
After all, February 2014 is just around the
corner, and the necessary compliance
mandates do not discriminate between
a company’s size where payments are
considered.

Regulations: ‘The Second Shoe May
Drop In 2016’
After February 2014, the industry will
look closely at the next set of proposed
regulations. Specifically, there is regulatory
language that suggests beginning in
2016, the corporates and customers of the
corporations will no longer be required
to submit IBAN and BIC in their payment
instructions. In 2016, they must merely supply
an IBAN. Banks must be prepared and
ensure that they can accommodate flows
from their key clients with only IBAN. The
banks will retain their obligation to process
the transactions in XML compliant SWIFT
messages that have BICs.

Many corporates have
taken cleansing and
conversion exercises as
a catalyst for change,
instituting new policies and
programmes for the upkeep
of bank and vendor data to
ensure lasting integrity.
This next set of regulations may require
corporates and banks to re-engineer their
systems. Would these applications need to
suppress BICs at the corporate originator?
It seems unlikely. But, banks certainly will
have to change settings to kick-out or reject
instructions supplied to them lacking BICs.
More so, these banks would need to have
tools to appropriately map IBANs lacking
BICs to payment processing systems with
BICs. This is no small feat given the dynamic
nature of banks considering mergers,
acquisition, and office closures.

ACCUITY / Sibos 2013

/13

Are you ready
for SEPA 2014?
1 February 2014

The date by witch domstic payment

instruments within the Single Euro Payments Area, or SEPA, must be migrated
to SEPA-compliant standards. After this date, banks will no longer transfer
non-compliant payments to clearing houses, and business that want to make
euro payments within the countries that make up the SEPA zone will be
required to use the SEPA-compliant format.

Single Euro Payments Area (SEPA)
compliant countries and territories

IBAN compliant counties and
territories

IBAN compliant countries and territories
Aland Islands • Albania • Andorra • Austria • Azerbaijan • Azores • Bahrain • Belgium • Bosnia and Herzegovina • British Virgin
France • Bulgaria • Canary Islands • Ceuta and Melilla • Costa Rica • Croatia • Cyprus • Czech Republic • Denmark • Dominican
Republic • Estonia • Faeroe Islands • Finland • France • French Guiana • French Polynesia • Georgia • Germany • Gibraltar •
Greece • Greenland • Guadeloupe • Guernsey • Hungary • Iceland • Ireland • Isle of Man • Israel • Italy • Jersey • Kazakhstan •
Kuwait • Latvia • Lebanon • Liechtenstein • Lithuania • Luxembourg • Macedonia • Madeira • Malta • Martinique • Mauritania •
Mauritius • Mayote • Moldova • Monaco • Montenegro • Netherlands • New Caledonia • Norway • Pakistan • Poland • Portugal
• Reunion • Romania • Saint-Pierre and Miquelon • Miquelon • San Marino • Saudi Arabia • Serbia • Slovakia • Slovenia • Spain •
St. Barthelemy • St. Martin • Sweden • Switzerland • Tunisia • Turkey • United Arab Emirates • United Kingdom • Wallis and Futuna

42 countries and territories make up the SEPA zone 27 EU member states
3 EEA countries 2 European countries 10 Treaty of Rome territories
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The benefits of
SEPA compliancy

.
.
.

€100B
More efficient payment transfer
processes, from the harmonisation of
payment services across SEPA, saving
the industry more than €lOO Billion*
in the next six years
Greater consolidation of payments
and better liquidity management as
corporates streamline and reduce t he
number of bank accounts held in euro
Increased standardisation and lower
bank fees

Single Euro Payments Area (SEPA) Countries
Aland Islands • Austria • Azores • Belgium •
Bulgaria • Canary Islands • Ceuta and Melilla •
Cyprus • Czech Republic • Denmark • Estonia
• Finland • France • French Guiana • Germany
• Gibraltar • Greece • Guadeloupe • Hungary
• Iceland • Ireland • Italy • Jersey • Latvia •
Liechtenstein • Luxembourg • Madeira • Malta •
Martinique • Monaco • Netherlands • Norway •
Poland • Portugal • Réunion • Romania • Slovakia
• Slovenia • Spain • St. Barthelemy • St. Martin •
Sweden • Switzerland • United Kingdom

71.5
71.5 billion electronic

February 2014 is just around the corner. So, what
should corporates do? To start, committing now to
do the work necessary to become compliant is a
requirement for success.
Among the largest challenge is converting and existing
database of payee details for suppliers, vendors,
employees and more, from BBAN into IBAN with BIC.
National BBAN formats need confirmation against
algorithms at the national and bank level before being
forward-fitted to IBAN.
If mandates need to be re-executed, compliance may
require approaching clients and vendors to re-initiate a
new mandate acknowledging the IBAN. The language
in these covenants also needs to reflect the most current
set of SEPA rules for debits and credits.

The progress of migration to SEPA**

22.6%
The share of SEPA Credit Transfers (SCTs), as a percentage of
the volume of credit transfers generated by bank customers
in the euro area

0.16%
The share of SEPA Direct Debit (SDD), as a persentage of the
total volume of direct debits geneated by bank customers

Are European finance professionals ready
for SEPA 2014?***

SEPA payments per year

39.7%

3

25.8%

Standards for SEPA payments.

20.5%

IBAN: the account number standard
BIC: the routing instructions for IBAN
ISO 20022 XML: used for remittance data

9%

17
Existing national payment systems
decommissioned to create one Europeanwide ACH system for euro transfers

Assessing Migration

In the Process of Migration

Doesn’t know

exchange between banks

6%

Not Started

Fully migrated

FEB
2014

* This covers the territories of France that are not Treaty of Rome territories (Mayotte,
Saint Barthéemy, Saint Martin, and Miqueion)
* EU Parliament’s press release of 14 February 2012 announcing regulation 260/2012
** source http://www.europeanpaymentscouncil.eu/article.cfm?articles_uuid=05549f6a8741-0b6d6794096e7c9b
*** source http://www.finextra.com/news/fullstory.aspx?newsitemid=24347
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STEPS
to becoming
SEPA Compliant

1. Create a
project plan
Determine a project plan
in order to meet the SEPA
deadline. Ensure that there
are project, technical and
operational resources.

10. Research
solution providers

9. Consider future
data needs

8. Convert
legacy data

When seeking services,
ensure that providers can
accommodate internal security
policies. Can solutions be
provided that do not involve the
exchange of your data outside
of your network, if that is an
important concern for you?

Consider your needs not only
for legacy data but also for
any future data. Extending the
ability to convert data to SEPA
standards (BBAN to IBAN)
can be a value added service
for your external customers.
Determine what technical
approach would most benefit
your environment (e.g.,
web services).

Assess what legacy
information needs to
be converted from
BBAN into IBAN. In
what formats is this
data maintained?

11. Establish
data readiness

12. Assess
mandates

13. Evaluate
vendor

For PSPs, assess readiness for
remittance data exchange via
the ISO 20022 XML format.
For PSUs, assess which
formats your PSP can accept
your payment information.
Determine if you need to
submit data via SO 20022
XML or if your PSP can
accommodate
alternate formats.

Assess any mandates that
need to be reissued for
direct debit payments.

Determine what
providers are needed to
address various aspects
of the project.
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2. Assess the
countries
List all the countries you
operate in to gauge the
impact of SEPA. This will
encompass both euro and
non-euro countries that fall
under SEPA.

7. Consider a
phased
approach
Determine if a phased
approach makes sense
for your project. Payment
volumes and geographies will
influence this decision.

14. Implement
solution
Work with providers to
implement the evaluated
solution, adding software
and/or hardware
components as needed.

3. Assess
your business
systems
Determine which business
systems and processes will
be affected by SEPA.

6. Consolidate
euro accounts
Determine any
consolidation of legacy
euro accounts across
multiple countries. Can
your payment operations
benefit from euro account
rationalisation?

15. Prepare
for future
developments
Make sure that PSPs and other
providers are on top of any
new developments in SEPA.

4. Identify payment
instructions
For payment service providers
(PSPs), determine what the
requirements are for payment
instructions from the clearing
mechanisms being used for
payments. For payment service
users (PSUs), determine the
readiness of your PSPs in terms of
SEPA compliance.

5. Centralise
payment
operations
instructions
With increased standardisation,
this may be the time to consider
payment centralisation. As such,
assess opportunities to centralise
payment operations under
payment hubs.

You are now
ready to be
SEPA-compliant!
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THE 5 Cs
Key ingredients for payment processing success
When it comes to payment processing, reference data must be
current, confirmed, comprehensive, configurable and credible
to ensure payment straight through processing success.
Accuity is the trusted source for all global payment data with
the most comprehensive database of financial institutions.
Whether you process 1 or 100,000 payments per day, Accuity
is the source for everything needed to process domestic and
cross-border payments.

/ Data is CURRENT

The accuracy of payment data is dependent

We collect our data from multiple authorised sources

upon its “freshness”. We’re dedicated to

from around the world. Where there isn’t an official

keeping our data up to data.

central source–like in some emerging marketing - we
go directly to the bank to collect data.

/ Data is CONFIRMED

We adhere to a strict data

Accuity reaches out to the more than

We track the age of our data, and

collection methodology.

50,000 financial institutions worldwide

present the validation date within

Accuity operates a 90-

to gather data. Our reach is beyond

our products.

day Standard Settlement

the SWIFT network.

Instructions update cycle.
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/ Data is COMPREHENSIVE
Accuity gathers payment data from more financial institutions, monetary
authorities, regulators and banking associations banks than any other payment
data provider. We provide data on more than:

750k

8k

280k

890k

Bank Branches Worldwide

Financial Institutions

SSIs

Clearing Codes

with SSIs

Online data and database
solution files

We validate and verify data
from authorised contacts
within institutions

12

3 45

We proactively monitor
issuers for clearing code
and network information

90
We update Standard Settlement
Instructions on a 90 day cycle

Payment Optimisation
Accuity provides the full branch code identifiers
for the codes, not just the institution identifiers. In
addition, Accuity provides additional bank code sets
needed for different clearing systems.
Accuity optimises the national bank code to SWIFT/
BIC pairings in order to facilitate commercial
payments and expand on the payment routing
options that the bank receiving the payment
instruction can use. Accuity determines the best
SWIFT/BIC to pair with a specific national bank code
based on the information that we gather from issuing
authorities, central banks and banks directly.

Accuity provides clearing system details for regional
and national clearing systems worldwide. This
includes clearing details for SPEA, EBA and national
clearing systems.

IBAN and SEPA Solution
Accuity provides a comprehensive IBAN conversion
and validation solution. The solutions automate
the conversion of legacy data into IBAN as well as
validates IBANs, applying thousands of checking rules
defined on both country and bank levels.
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/ Data is CONFIGURABLE

We provide the solutions through flexible delivery options, ranging from managed
services, stand-alone lookup tools and data files all the way to hosted and
installed web services.

/ Data is TRUSTED & CREDIBLE

1839

2013

175

Accuity has been providing
solutions to banks and businesses
worldwide for more than 175 years

15k

We have 15,000 customers
worldwide in 145 countries

Only Accuity has the following strategic alliances:

Offcial register of ABA routing
numbers since the role was
Incepted in 1911
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Accuity is the offcial provider of
the EBA Euro Priority Payment
Scheme central registry

Offcial provider of the SEPA
adherence database

Offcial provider of the IPSO’s
directory of National Sort Code
database

Managing the AML Challenges
of Emerging Markets
Even in an age of instant communication and a world awash in
information, there are some places in which information is hard
to come by. Nowhere, perhaps, does this ring truer than when
trying to implement a robust AML and screening progamme in
emerging markets.
For example, consider the complexities of
screening customer account details that are
maintained in local databases with nonRoman characters against regulatory caution
lists that are issued in Roman characters.
Consider still the possibilities of the
respective countries within these emerging
markets having their own sets of regulations;
some that require screening against that
countries’ watch list.
In an era of enhanced scrutiny, larger fines
and the ongoing globalisation of financial
transactions and regulations, financial
institutions today are faced with increased
risk and a host of challenges in achieving
and maintaining AML compliance. For any
financial institution, successfully complying
with AML comes down to one critical
requirement: accessing and managing vital
information to effectively screen customers
and transactions. After all, watch list
screening to identify sanctioned entities and
transactions is really the process of finding a
very small number of suspicious items amidst
a sea of possible red flags.
As banks expand services and the search for
customers in the emerging markets of Asia,
Africa, the Middle East and Eastern Europe,
the level of risk—and the scarcity of reliable
and accessible information—goes up. As
a result, more robust AML procedures are

needed to address the greater complexities
of performing diligence and screening
transactions in emerging geographies, and
banks must adopt a new approach and a
revised mindset necessary to minimise risk
and achieve and maintain compliance.
Often, fundamental choices need to be
made that keeps a balance between
ensuring the adherence of regulatory
frameworks without requiring too costly
manual processes. Ultimately, the attraction
of the business opportunities in these
emerging markets must outweigh the costs
of performing these business activities safely
and soundly.

Navigating a Changing Landscape
For a financial institution doing business in
an emerging market, the challenges don’t
stop there. Doing business in an individual
country or across an emerging region can
mean facing a host of unique challenges that
can undermine AML screening programmes.
Developing an effective AML screening
programme can be particularly difficult for
multinational companies when it comes to
working with third parties such as vendors,
business partners, licensees, contractors and
service providers in emerging markets.
For example, in a given transaction, there
may be a large number of associated
and related parties to review. As well,
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the proposed business or customer may
be in country where public information is
inaccessible or unreliable, or the information
may only be available in a local language.

For regulated institutions,
developing an effective
screening and compliance
progamme means gaining a
thorough understanding of the
risks emerging markets present
No matter the number or complexity of the
challenges, however, compliance success
means effectively screening for sanctioned
entities across the global enterprise—
regardless of where the business is transacted.
This can mean adapting screening processes
and tools to screen non-Roman characters
emanating from customer account systems or
domestic payment messages and expanding
watch lists to include data from regulatory
authorities in these emerging markets, along
with the need for greater understanding and
insight into Politically Exposed Persons (PEPs).
Many banks in emerging markets have also
created their own watch lists, and banks from
more developed countries have had to adopt
practices to screen these new lists.
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Finding a Balance
AML regulations should not deter corporates
nor their banking partners from capitalising
upon the potential commercial opportunities
that business activity within these emerging
markets represent. With each passing year,
regulators around the world increase the level
of scrutiny and effort designed to combat
money laundering. While AML risk can affect
any financial institution, it poses particular risks
for those operating in an emerging market with
limited knowledge of the counterparty to a
transaction.
Regardless of how sophisticated a bank’s AML
screening programme may be, doing business
in an emerging market presents a host of
unique risks that must be addressed within a
risk-based screening progamme. For regulated
institutions, developing an effective screening
and compliance programme means gaining a
thorough understanding of the risks emerging
markets present, along with understanding
the entire compliance landscape and applying
that understanding to the AML data and
technology systems they deploy.
To find AML screening success, a bank must
gain the right information at the right time,
and make sure it is as prepared as possible
for doing business in the emerging markets of
the world.

When choosing an approach to maintaining
AML regulations globally, many firms look for
the following ‘best practices’

.
.

Having the same sets of systems,
watch lists, procedures, and policies
globally even if the execution of the
screening requires locally operated
instances of the progammess.
Ensure these systems can effectively screen
non-Roman characters that would appear
in customer account databases or within
domestic payment messages against:

.
.

.

Roman-based watch lists that are
consistent with the global group
Chief Compliance Officer’s policies
and procedures. This may require

Consider the matching methodologies.
Understand how the screening engines
interact with user input data from
transactions or account databases
to find matches against caution lists.
What propensities do the matching
methodologies have for false positives?
What tools does the engine have to enable
rules or other techniques that ensure
adherence to regulations while keeping
review work to a minimum.
To find AML screening success, a financial
institutions must gain the right information
at the right time, and make sure it is as
prepared as possible for doing business in
the emerging markets of the world.

transliteration software to convert
non-Roman into Roman characters to
perform the screening.
In-country non-Roman watch lists. The
systems must be Unicode enabled and
employ matching methodologies to
ensure no true hits are missed.

Empower “good files”. As customer
records are dispositioned and false positive
matches are reviewed, robust systems
should have an ability to store these
records marked ‘good’ to avoid future
review work in subsequent screenings.
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Effectively Managing Bank
Counterparty Risk
Historically, many financial institutions have approached
the need to gain insight into bank counterparty risk with
two main goals: attempt to gather enough information on a
counterparty to make an effective business decision, and try
not to spend too much time in doing so.
That’s because many financial institutions,
regardless of their size, have also treated
the critical function of analyzing financial
counterparty risk to be more of a burden
than a competitive advantage, or an
obligation to be treated as little more
than a mandatory cost center. However,
an increasingly competitive landscape,
the lingering effects of the financial crisis
and a stronger emphasis on anti-bribery
regulations have highlighted the need
for banks to have greater visibility into
their counterparties. Bank compliance
departments are under greater pressure
to perform effective counterparty due
diligence, But, can these activities actually
be useful for helping drive new business
opportunities? Many of the most savvy
banks are doing just that.
In an era of enhanced regulation and
constrained economics, banks and financial
institutions need to know exactly who they
are dealing with, including their legal and
regulatory status, legal ability to enter into a
given transaction and whether appropriate
documentation is in place.
Managing correspondent chains and
financial counterparties with an eye towards
expediency is no longer sufficient, and
internal controls must be developed to
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demonstrate robust and recurring due
diligence. As banks extend services into
emerging geographies and exotic locales,
accessing valid and up-to-date data
used in counterparty KYC processes for
counterparties is critical to success, as is
increasing the frequency and efficiency of
review for ‘high’ and ‘medium’
risk counterparties.

Balancing Challenge and Risk
Against Business Opportunities
Few relationships between financial
institutions are seen as riskier by regulators
as correspondent banking relationships,
with the Financial Conduct Authority in
the UK going to so far as to describe these
relationships as “invariably high risk”.
Regulators cite the lack of expressed control
on these third-party relationships, the
occluded visibility of the “correspondent’s
correspondents”, and often inaccessible data
on the ultimate beneficial owners (UBOs)
of the financial counterparties as primary
reasons for this heightened risk designation.
Yet competitive pressures and the need to
push into new markets such as emerging
geographies are driving higher transaction
volumes in this area every day.
Unfortunately, banks face a series of tough
challenges in gaining a complete picture

of what entity the institution is considering
doing business with. For example, in many
banks, counterparty relationships are
maintained in the sales function of the bank,
including the fact gathering activities of
these counterparties. The task of engaging
in counterparty risk analysis and enforcing
policies often falls outside of the realm
of compliance professionals within the
organisation who are driven, at least in
part, with a need to drive transactions. This
can lead to conflicts between front and
back offices arising from unclear lines of
responsibility at best and incomplete due
diligence resulting in unnecessarily increased
risk at worst.
At the same time, a bank’s counterparty KYC
policies and procedures can be in a state of
constant flux due to changing regulations
or shifting internal resource levels. Data
management—the need to not only ensure
the right data is in place but also that it
is being utilised effectively—represents
another level of complexity and risk for an
organisation. This is complicated further by

divisional sales teams that work disparately
in several regions with inconsistent practices
and without the expressed visibility by
central risk policies directors. In many cases,
compliance departments must grapple with
the need to identify a baseline of consistency
that provides effective counterparty insight
and analysis but doesn’t hamper the ability
of the front office to strike deals or drive
necessary growth.

A Path Towards Success
An increasing number of institutions are
adopting a more robust and comprehensive
approach to addressing counterparty risk.
In addressing this need, many compliance
professionals are seeking to create more
accurate, trusted and clear intelligence to
help drive defensible, timely and accurate
decisions and develop a more holistic view of
a banking counterparty risk, including:

.

A risk-based approach that places
counterparty KYC due diligence
requirements at the heart of an
organisation’s mission.
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.
.
.
.
.
.

Infrastructure that supports a risk-based
approach and effective compliance
with appropriate record-keeping and
documentation.
Developing a clear and effective
counterparty risk progamme with wellcommunicated polices, procedures,
limits and goals. This progamme should
address appropriate controls and visibility
to operational, organisational, credit, and
regulatory risk.
Standardising data collection and
intelligence needs by identifying what is
required by external regulatory authorities,
what’s desired by internal compliance
policy directors, and what is ‘nice to have
but not mandatory’.
Recognising when and where counterparty
KYC data requirements and processes
should differ by entity type and geography.
Ensuring all involved in counterparty KYC
processes can articulate what constitutes
a “good relationship” and define the
characteristics of a bad one.
Implementing proper controls to
identify missing or invalid counterparty
KYC data that can block trading and
transaction execution.

Effective progammess
find concert between
sales and compliance
The benefits of adopting a robust, riskbased approach are clear: failure to focus
on counterparty KYC requirements in an era
of heightened regulatory scrutiny may well
result in possible fines, negative publicity or
enforcement actions. In addition, financial
institutions that suffer counterparty risk
events face exposure to litigation from
clients, investors and other
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counterparties eager to distance themselves
from negative consequences or financial
loss. Fundamentally, though, this deep data
collection on financial counterparties can
highlight business opportunities. Effective
progammess find concert between sales
and compliance; sales utilising the data
to cross-sell additional services into these
counterparty relationships.

The Benefits of a New Approach
In complying with higher levels of
counterparty risk and new regulations,
financial institutions must establish new
or improved counterparty KYC policies,
procedures and infrastructure, which can
be a challenge in today’s cost-cutting
environment. However, strengthening
counterparty KYC activities can also provide
a host of benefits to an organisation, such
as the opportunity to build stronger client
relationships, improve the client on-boarding
processes and help front office professionals
operate with greater confidence. By ensuring
the most effective counterparty due
diligence possible, for example, financial
institutions can gain a deeper understanding
of who a client is - the immediate entity and
its wider group structure, key leadership
figures, financial track record, legitimacy and
licensed activities–all necessary components
of understanding and minimising
counterparty risk.
Banks need to rewrite their counterparty
KYC playbook to adopt a new approach
beyond simply gathering the minimal
amount of information in the least amount
of time. Without a standardised, riskbased approach built on identifiable best
practices, the risks of non-compliance and
reputational damage, as well as unnecessary
counterparty KYC and AML compliance
costs, may be too much to bear.
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