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Staying One Step Ahead of the Game in AML

The Portman Building Society has been established for over 150 years, tracing its roots back to 1846, making it the
third oldest building society in the UK. Such depth of history is neatly balanced by the Society’s recent introduction
of a sophisticated Anti-Money Laundering (AML) transaction scanning solution from Lombard Risk, putting it one
step ahead in the fight against the all-too modern phenomenon of money laundering.

Until early 2003 the Society relied on branch staff to
monitor customers and to spot and report activity that
may indicate money laundering. At induction, every
member of staff is trained on anti-money laundering
policy and procedures. Staff learn a set of “rules” which
if transgressed warrant a report — for example customers
who start bringing unusually large amounts of cash to
the branch, or accounts that suddenly start transacting
heavily. The system worked well, but was variable
from branch to branch. With increasing requirements
to provide consistent and verifiable information to
NCIS, Portman took the decision to review its AML
strategy. "It would be a brave MLRO who claimed to be
particularly strong in the area of antimoney laundering
controls,” commented Andrew Jones, Group Secretary
and Portman’s appointed MLRO. “We recognised a
number of areas that could be improved and set about
reviewing our policies and short listing IT systems that
could help us provide a more consistent approach to
the challenge.”

With some 150 branches, the Portman serves over
one million members across the UK. The Society, like
every financial institution, is obliged to take sufficient
measures to monitor its customers and their activities in
a bid to combat money laundering.

The Portman is committed to remaining mutual,
offering members a competitive product range and the
traditional services which they have come to expect
when dealing with a building society. Unlike some of
its competitors, the Portman does not offer current
accounts, instead focusing on offering best value rates
on simple short term, notice savings accounts and
borrowing products. The lack of chequebooks and
cash cards keeps transaction volumes relatively low, at “We looked at several systems, including some highly
around 10 million per annum. complex systems that used some very fancy sounding
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technology, and carried eye-watering price tags,”
added Jones. “We quickly dismissed those overly
complex systems as unsuitable for our needs and
benchmarked two rules-based systems that we were
confident would provide a robust and consistent
solution.”Of the shortlisted pair, Portman chose
STB-Detector from compliance and AML specialist,
Lombard Risk. Significant factors in the decision
to go with STB-Detector included the system’s
modular design, which provided an ad-hoc reporting
system to allow for fine-tuning of the process.

Debbie Verrion is
Portman’s Money
Laundering Specialist.

It has been her job to
oversee implementation
and operation of STB-
Detector within the
Society: "It is not simply
a case of installing the
software and letting it get
on with it,” commented
Verrion. “We first needed
to understand the nature of the data and develop the
rules that would spot suspicious activity. Fortunately
STB-Detector includes a starting set of rules so our job
was augmenting and fine tuning to suit our customer
profiles.”

Lombard Risk was heavily involved with the
implementation — Portman is a busy society and
constantly undergoing change that requires the
attention of the IT department — the merger with
The Staffordshire Building Society and replacing
the core systems were going on at the same
time, for example. Lombard Risk worked with
Portman’s IT personnel provide the feed from
branch data and to get the rules base implemented.

Verrion's expert knowledge was tapped to customise
the rules to Portman’s specific requirements. STB-
Detector provides a Peer Group Comparison function,
for example, to allow real customer data to provide
a benchmark for “normal” activity. A pattern
established and customers who transgress this normal
activity (by a predefined amount) are escalated.

Verrion's team use STB-Detector’s ad-hoc reports
to establish automated reporting levels. By using
multiple “what-if"” reports during the setup, the
team can establish a manageable flow of automated
warnings, which allow them to investigate each
before making the decision to onward report to NCIS.

This process is now established and working well. Each
day the complete transaction log is analysed by STB-
Detector. Around 30 suspect reports are fed to Verrion’s
Money Laundering team daily. The system includes a
workflow module to ensure that each alert is followed
through to its conclusion quickly and efficiently.
Portman still appreciates the importance of the
human touch, taking reports from its branch staff,
who remain vigilant for potential money laundering
activity. STB-Detector merges these manual alerts
with the automated alerts, giving a single stream
of data for review by Verrion and her team.

Finally, the team can constantly fine-tune the rules that
STB-Detector applies as more is learned about customer
profiles. In this way the false positives can be tuned out
without risking blunting the detection capabilities of
the system. “It is all too easy for terrorists or criminals
to take over the identity of a trusted customer. By
implementing Lombard Risk’s technology, we have
significantly improved the level of transaction checking
that we perform,” concluded Jones. “This will help
us to spot trends or changes in usual behaviour in a
way that cannot be achieved purely through manual
processes. No one can afford to be complacent in
these difficult times, especially with the Proceeds
of Crime Act now in place, and we believe that the
Portman is setting a standard that others will follow.”
Summarising, Jones added, “The team is keeping one
eye on longer-term developments — we believe that
money launderers will become more sophisticated and
switch their attack to whichever avenue they believe to
be most vulnerable. As new patterns emerge I'm sure
the STB-Detector system will be ready to spot them.”

For further information about STB-Detector, email sales@
lombardrisk.com or contact us at: +44 (0) 20 7089 3700.



