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AML compliance in practice:
Why systems, security and operational
resilience matter more than ever
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Anti-Money Laundering (AML) compliance has never been static, but for many firms the pace and complexity of change can feel
relentless.

Updated sanctions regimes, revised high-risk country lists, evolving supervisory expectations and renewed focus on operational
compliance are placing sustained pressure on legal practices.

Despite this, most AML failures do not occur because firms misunderstand the rules or lack policies. More often, they occur
when well-designed frameworks fail to operate effectively in practice.

AML compliance is now assessed less by what firms intend to do, and more by what their systems and processes allow them to
demonstrate under scrutiny.

From policy to practice: Where AML commonly breaks down

Most regulated legal practices have established AML policies, documented risk assessment frameworks and defined escalation
routes. Client Due Diligence (CDD), Source of Funds and Source of Wealth enquiries, sanctions screening and ongoing
monitoring requirements are often well understood.

However, challenges emerge when these obligations rely on fragmented systems, manual workarounds or inconsistent
operational controls.AML activity depends on the secure handling of highly sensitive information, including identity
documentation, financial evidence and compliance decision-making records. Where this information is poorly controlled,
inconsistently stored or overly dependent on individual behaviours, compliance frameworks become fragile.

In practice, this fragility often presents itself in several ways, such as:

«  AML evidence dispersed across case management systems, shared drives, email inboxes and local files
« Inconsistent access controls or shared credentials limiting auditability

«  Missing or incomplete rationales for risk decisions

- Difficulty demonstrating that ongoing monitoring has occurred consistently over time

These issues rarely arise through negligence. Instead, they develop gradually as workloads increase and processes evolve
without adequate operational reinforcement.

How AML weaknesses become information security risks

These operational weaknesses also carry direct implications for information security. AML processes rely on some of a firm's
most sensitive and highly regulated data that is subject to strict handling and governance expectations.

Failures in information security or system resilience can therefore translate directly into compliance risk. Cyber incidents, data
loss, unauthorised access or system outages do not exist in isolation.

They can undermine a firm’s ability to evidence compliance, respond to regulatory requests and demonstrate effective control
of risk.

Regulators increasingly recognise this connection. From a supervisory perspective, the ability to protect, retrieve and
demonstrate AML data is central to confidence in a firm’'s overall compliance position.
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The shift in regulatory expectations

Regulators are increasingly focused less on whether firms have appropriate policies in place, and more on whether those
policies are embedded effectively in day-to-day practice.

In other words, compliance is no longer assessed at a documentation level alone. It is assessed through outcomes and
evidence.

This shift is reflected in thematic reviews, more detailed supervisory engagement and greater scrutiny of ongoing monitoring
processes. Firms are now expected to demonstrate not only what decisions were made, but also:

+  Who made the decision
+  Therationale behind it at the time

+ How the associated risks were considered and managed over time

AML compliance is therefore increasingly tested at the point of inspection. When regulators request evidence, firms must be
able to respond clearly, consistently and without delay.

This moment, often referred to as the 'show me’ readiness test, has become a defining feature of effective compliance.

What inspection readiness looks like in practice

Inspection readiness should not be treated as a separate exercise carried out in response to regulatory engagement. Instead, it
is the natural result of well-designed systems, consistent processes and strong operational discipline.

Firms that are well-prepared for scrutiny typically have:

« Acentralised and secure repository for AML records and evidence

- Defined access controls that support clear auditability

« Risk assessments and decision rationales recorded at the point of action

- Embedded workflows that reduce reliance on individual judgement or informal practice
«  Clearvisibility of ongoing monitoring activity across matters and teams

Where these foundations are in place, firms are able to respond to regulatory requests quickly and with confidence. Evidence
can be retrieved without delay, and decision-making can be clearly demonstrated.

Where they are absent, firms often face difficulty reconstructing activity retrospectively, particularly under time pressure. This
not only increases operational strain but can also heighten regulatory risk.

Key considerations for firms

As AML requirements continue to evolve, firms should take a step back and assess how effectively their current approach
supports compliance in practice. Key questions to ask include:

«  Canwe retrieve and evidence AML decisions quickly and consistently if required?

« Do our systems support compliance, or create hidden points of failure?

«  How resilient is our AML framework to cyber incidents, staff changes or operational disruption?
«  Are compliance outcomes consistent across teams, matters and time periods?

Net-Defence
Ogilvie House, Princes Park, Team Valley Trading Estate, Gateshead NE11 ONF - Ogilvie House, 200 Glasgow Road, Stirling FK7 SES
Tel: 03300 241 666 « Web: net-defence.com



https://net-defence.com/

m ‘ NET-DEFENCE

These questions go beyond policy design. They focus on whether compliance is operationally sustainable in real-world
conditions. AML compliance is therefore a question of operational strength and system resilience.

If you would like to understand how we can help strengthen your AML operational resilience and information security posture,
please getin touch.
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