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Fraud Detection and Prevention

Compliance and Reporting Standards

Anti‑Money Laundering (AML) – Related terms: Know Your Customer (KYC), Suspicious Activity Report (SAR).
A regulatory framework designed to prevent the use of financial systems for illicit money flows. In practice,
AML programs require transaction monitoring, client risk profiling, and periodic training. A challenge is
balancing thorough investigation with operational efficiency, especially when high‑volume data streams
generate false positives.

Anti‑Fraud Controls (AFC) – Related terms: Internal Controls, Fraud Risk Assessment. Structured processes
and technologies that detect, deter, and respond to fraudulent activity. Examples include segregation of
duties, automated exception reporting, and whistle‑blower hotlines. Implementers often struggle with
integrating AFC into legacy systems without disrupting business continuity.

Baseline Monitoring – Related terms: Threshold Setting, Statistical Profiling. Establishing normal transaction
patterns against which anomalies are measured. For instance, a retailer may define a baseline spend per
customer segment and flag deviations exceeding a set variance. Maintaining accurate baselines requires
continuous data refresh and can be hampered by seasonal demand spikes.

Beneficial Owner Identification – Related terms: Ultimate Beneficial Owner (UBO), Corporate Transparency.
The process of determining the natural persons who ultimately own or control a legal entity. In fraud
detection, accurate UBO data helps uncover shell companies used for money‑laundering schemes.
Challenges include inconsistent disclosure standards across jurisdictions and limited public registries.

Business Continuity Planning (BCP) – Related terms: Disaster Recovery, Operational Resilience. Strategies to
ensure critical compliance and reporting functions remain operational during disruptions. A BCP might
include redundant reporting servers and off‑site data backups for SAR filings. The main difficulty lies in
testing BCP scenarios without exposing sensitive fraud data.

Case Management System (CMS) – Related terms: Incident Tracking, Workflow Automation. Software
platforms that log, assign, and resolve fraud investigations. A CMS can route a high‑risk transaction alert to
the appropriate analyst and record investigative steps for audit trails. Integration with existing ERP or CRM
tools often requires custom APIs and governance controls.

Compliance Risk Assessment (CRA) – Related terms: Risk Matrix, Control Gap Analysis. A systematic
evaluation of an organization’s exposure to regulatory breaches. CRA outputs typically include a risk heat
map and prioritized remediation plans. A common obstacle is obtaining buy‑in from business units that
view compliance as a cost center rather than a value driver.

Control Self‑Assessment (CSA) – Related terms: Internal Audit, Self‑Testing. A process where business
owners evaluate the effectiveness of their own controls against defined standards. For fraud prevention,
CSAs might include mock phishing exercises or transaction simulation tests. The reliability of CSAs depends
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on the objectivity of participants and the clarity of assessment criteria.

Data Privacy Impact Assessment (DPIA) – Related terms: GDPR, Privacy by Design. An analysis required when
processing personal data that could affect individuals’ privacy rights. DPIAs help ensure that
fraud‑monitoring analytics do not infringe data protection laws. Practitioners often face tension between
granular data mining and anonymization thresholds.

Data Quality Management (DQM) – Related terms: Master Data Management (MDM), Data Cleansing.
Ongoing activities to ensure accuracy, completeness, and consistency of data used in compliance reporting.
Poor data quality can trigger unnecessary SAR filings or miss genuine suspicious activity. Maintaining DQM
demands cross‑functional governance and automated validation rules.

Denial‑of‑Service (DoS) Mitigation – Related terms: Cybersecurity, Availability Controls. Measures to protect
fraud‑detection platforms from being overwhelmed by malicious traffic. Techniques include rate limiting,
traffic scrubbing, and redundant load balancers. The challenge is differentiating legitimate high‑volume
spikes (e.g., flash sales) from attack traffic.

Electronic Transaction Monitoring (ETM) – Related terms: Real‑Time Alerts, Rule‑Based Engines. Automated
surveillance of electronic payments to identify patterns indicative of fraud. An ETM system might flag
multiple transfers to newly created accounts exceeding a daily limit. Calibration of detection rules is critical
to avoid alert fatigue among investigators.

Enterprise Risk Management (ERM) – Related terms: Strategic Risk, Operational Risk. A holistic approach to
identifying, assessing, and mitigating risks across the organization, including fraud risk. ERM frameworks
often embed fraud metrics into key performance indicators. Aligning ERM with departmental objectives can
be hindered by siloed reporting structures.

Escalation Protocol – Related terms: Incident Response, Management Reporting. Defined steps for raising
the severity level of a fraud alert to senior leadership or regulators. An escalation may require immediate
SAR filing, legal counsel involvement, and board notification. Ineffective protocols can result in delayed
reporting, breaching statutory timelines.

External Audit Review – Related terms: Independent Assurance, Audit Opinion. An examination performed
by third‑party auditors to assess the adequacy of compliance and reporting controls. Auditors may test SAR
completeness, AML policy adherence, and documentation retention. Organizations often encounter scope
creep when auditors request access to sensitive investigative data.

Financial Action Task Force (FATF) – Related terms: International Standards, Mutual Evaluations. An
intergovernmental body that develops policies to combat money laundering and terrorist financing. FATF
Recommendations serve as a global benchmark for AML compliance programs. Jurisdictions that deviate
from FATF standards risk blacklisting, which can impede cross‑border transactions.

Forensic Accounting – Related terms: Fraud Examination, Litigation Support. The application of accounting
skills to investigate financial misrepresentation. Forensic accountants may reconstruct a company’s cash
flow to uncover embezzlement schemes. Challenges include limited access to encrypted data and the need
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for specialized analytical software.

Fraud Risk Indicator (FRI) – Related terms: Red Flag, Predictive Model. Quantifiable signals that suggest a
higher probability of fraudulent behavior. Examples include rapid changes in billing address, multiple failed
login attempts, and unusually large invoice amounts. Selecting FRIs requires statistical validation to ensure
predictive power.

Fraud Triangle – Related terms: Pressure, Opportunity, Rationalization. A theoretical model explaining why
individuals commit fraud, based on three elements. Understanding the triangle helps design controls that
reduce opportunity (e.g., segregation of duties) and mitigate pressure (e.g., employee assistance programs).
The model’s limitation lies in its focus on individual motives rather than systemic vulnerabilities.

Fraudulent Transaction Reporting (FTR) – Related terms: SAR, Regulatory Filings. The formal submission of
details about suspected fraudulent activity to supervisory authorities. An FTR must include transaction
chronology, parties involved, and supporting documentation. Timeliness is critical; many regimes impose
30‑day filing windows, and missed deadlines can trigger penalties.

General Data Protection Regulation (GDPR) – Related terms: Data Subject Rights, Cross‑Border Transfer. EU
legislation governing the processing of personal data, with implications for fraud‑detection analytics that
involve identifiable individuals. GDPR requires lawful basis documentation, impact assessments, and breach
notification within 72 hours. Organizations often grapple with reconciling GDPR’s “right to be forgotten”
with the need to retain evidence for investigations.

Governance, Risk, and Compliance (GRC) – Related terms: Policy Management, Control Framework. An
integrated approach that aligns governance structures, risk management processes, and compliance
requirements. GRC platforms can centralize SAR filing histories, audit trails, and risk dashboards. Integration
complexity and change‑management resistance are common obstacles.

Heat Map Analysis – Related terms: Risk Visualization, Dashboard Reporting. A graphical representation that
colors code risk levels across business units or transaction types. Heat maps help senior management
quickly identify hotspots requiring deeper investigation. The accuracy of a heat map depends on the
underlying data’s granularity and the chosen risk scoring methodology.

Identity Verification (IDV) – Related terms: KYC, Biometric Authentication. Processes used to confirm that a
person is who they claim to be, often at onboarding. Effective IDV reduces synthetic identity fraud, a
growing threat in online services. Implementers must balance frictionless user experience with robust
verification, especially when regulatory mandates require in‑person checks.

Incident Response Plan (IRP) – Related terms: Containment, Recovery. A documented set of actions to
address security or fraud incidents, from detection through remediation. An IRP typically defines roles,
communication channels, and evidence preservation steps. Regular testing is essential; however,
organizations frequently defer rehearsals due to resource constraints.

Internal Controls – Related terms: Control Environment, Control Activities. Policies and procedures that
ensure the reliability of financial reporting, compliance with laws, and effective operations. Controls for
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fraud detection include automated transaction limits, dual authorization, and periodic reconciliations. Weak
control design often results from rapid growth or inadequate segregation of duties.

International Financial Reporting Standards (IFRS) – Related terms: Financial Statements, Disclosure
Requirements. A set of accounting standards that influence how fraud‑related adjustments are presented in
financial reports. While IFRS does not directly address fraud, it mandates transparent disclosure of material
uncertainties, which may include ongoing investigations. Companies must coordinate accounting and
compliance teams to ensure consistent narrative.

Know Your Customer (KYC) – Related terms: Customer Due Diligence (CDD), Enhanced Due Diligence (EDD).
The process of verifying the identity and risk profile of a client before establishing a business relationship.
KYC data feeds AML transaction monitoring engines, enabling the detection of anomalous behavior.
Maintaining up‑to‑date KYC information can be costly, especially for high‑turnover client bases.

Legal Hold – Related terms: Evidence Preservation, Liti gation Support. An instruction to retain all relevant
records and communications that may be needed for future legal proceedings. In fraud cases, a legal hold
prevents the accidental deletion of emails, logs, or SAR copies. Failure to implement a timely legal hold can
result in spoliation sanctions.

Machine Learning (ML) Models – Related terms: Supervised Learning, Feature Engineering. Algorithms that
learn patterns from historical data to predict future fraud events. Common ML approaches include random
forests, gradient boosting, and neural networks. Model drift, bias, and explainability are ongoing challenges
that regulators increasingly scrutinize.

Mass Notification System (MNS) – Related terms: Alert Distribution, Stakeholder Communication. A platform
used to broadcast critical compliance updates, such as regulatory changes or urgent SAR filing reminders,
to relevant personnel. Effective MNS deployment ensures consistent messaging across global sites.
Over‑reliance on generic templates can dilute the urgency of time‑sensitive alerts.

Money Laundering Reporting Officer (MLRO) – Related terms: Compliance Officer, Regulatory Liaison. The
senior individual responsible for overseeing AML policies, monitoring, and SAR submissions within an
organization. The MLRO must certify the adequacy of controls and act as the point of contact for
authorities. Balancing day‑to‑day operational duties with strategic oversight often stretches resources.

Multiple‑Level Review (MLR) – Related terms: Tiered Approval, Risk‑Based Escalation. A procedural
safeguard where high‑risk alerts are examined by successive layers of analysts before final disposition. MLR
reduces false positives by incorporating diverse expertise (e.g., financial, legal, forensic). However, excessive
layers can delay response times, undermining regulatory filing deadlines.

Operational Risk Management (ORM) – Related terms: Process Controls, Risk Appetite. The discipline of
identifying and mitigating risks arising from internal processes, people, and systems. Fraud is a key
component of ORM, requiring continuous monitoring of transaction flows and staff behavior. Implementing
ORM at scale demands robust data pipelines and clear ownership assignments.

Periodic Review – Related terms: Control Testing, Compliance Refresh. Scheduled reassessment of policies,
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procedures, and controls to ensure they remain effective against evolving fraud tactics. A periodic review
might involve re‑validating KYC records annually or re‑training staff on new phishing techniques.
Organizations often postpone reviews due to competing operational priorities.

Policy Management System (PMS) – Related terms: Version Control, Policy Distribution. Software that
creates, stores, and disseminates compliance policies, ensuring that all employees access the latest versions.
PMS can track acknowledgment receipts for AML training modules. Integration with HR systems is essential
but can be hampered by disparate data formats.

Predictive Analytics – Related terms: Risk Scoring, Trend Forecasting. Statistical techniques that use historical
fraud data to forecast future incidents. Predictive analytics may generate a risk score for each incoming
transaction, triggering alerts when thresholds are exceeded. Model interpretability and regulatory
acceptance remain key hurdles.

Regulatory Change Management (RCM) – Related terms: Compliance Gap Analysis, Policy Update. The
systematic process of tracking, assessing, and implementing new legal or supervisory requirements. RCM
tools often feature rule libraries that map jurisdictional mandates to internal controls. Failure to execute
RCM promptly can lead to non‑compliance penalties.

Regulatory Reporting – Related terms: Statutory Filings, Regulatory Data Submission. The mandatory
submission of information to supervisory bodies, such as SARs, currency transaction reports (CTRs), and
periodic compliance certifications. Accuracy, completeness, and timeliness are core quality attributes.
Common challenges include data silos, manual entry errors, and divergent reporting formats across
regulators.

Risk Appetite Statement – Related terms: Risk Tolerance, Board Oversight. A formal declaration of the level
of risk an organization is willing to accept in pursuit of its objectives. The statement guides the design of
fraud controls and determines thresholds for alert escalation. Translating high‑level appetite into
operational metrics often requires sophisticated risk modeling.

Risk Assessment Matrix – Related terms: Likelihood, Impact. A visual tool that plots identified risks based on
their probability of occurrence and potential business impact. Fraud risks are plotted to prioritize
remediation efforts. The matrix’s usefulness depends on consistent scoring criteria and regular updates.

Risk Culture – Related terms: Ethical Climate, Tone at the Top. The collective attitudes, values, and practices
regarding risk within an organization. A strong risk culture encourages employees to report suspicious
activity without fear of retaliation. Measuring culture is difficult; surveys and incident trends are typical
proxies.

Risk Heat Map – Related terms: Dashboard Visualization, Risk Prioritization. A color‑coded chart that
highlights areas of high fraud exposure across business units or product lines. Heat maps are often
embedded in executive compliance dashboards. Mis‑aligned data feeds can produce misleading color
gradients, obscuring true risk concentrations.

Risk Indicator Dashboard – Related terms: Key Risk Indicators (KRIs), Performance Monitoring. An interactive
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interface that displays real‑time metrics such as SAR filing volume, alert resolution time, and false‑positive
rate. Dashboards enable rapid identification of emerging fraud trends. Over‑crowding dashboards with too
many KRIs can dilute focus and reduce actionable insight.

Risk Management Framework (RMF) – Related terms: ISO 31000, NIST RMF. A structured approach that
defines processes for risk identification, assessment, treatment, monitoring, and communication. In fraud
detection, the RMF ensures that controls are aligned with identified threats. Aligning the RMF with existing
governance structures may require extensive stakeholder workshops.

Rule‑Based Detection Engine – Related terms: Business Rules, Threshold Logic. A system that applies
predefined criteria to flag transactions that meet suspicious characteristics. For example, a rule may trigger
an alert when a wire transfer exceeds $10,000 to a high‑risk jurisdiction. Maintaining rule sets demands
ongoing tuning to avoid rule fatigue and missed patterns.

Sanctions Screening – Related terms: OFAC List, Denied Parties. The process of comparing counterparties
against government‑maintained lists of prohibited individuals and entities. Effective screening prevents
inadvertent facilitation of sanctioned activities. Challenges include name variations, fuzzy matching errors,
and the need for real‑time updates.

Segregation of Duties (SoD) – Related terms: Control Matrix, Conflict of Interest. A fundamental internal
control principle that divides responsibilities among multiple individuals to reduce fraud risk. For example,
the person who authorizes payments should not also reconcile bank statements. SoD violations often arise
in small organizations where staff wear multiple hats.

Service Level Agreement (SLA) – Related terms: Performance Metrics, Compliance Timelines. A contract that
defines expected service standards between internal compliance teams and business units. SLAs may
stipulate maximum turnaround for SAR filing or alert investigation. Monitoring SLA adherence can be
difficult when data resides in disparate systems.

Shadow IT – Related terms: Unauthorized Applications, Data Governance. The use of unsanctioned software
or platforms by employees, often to expedite workflow. Shadow IT can bypass fraud monitoring controls,
creating blind spots for compliance. Discovering and remediating shadow IT requires continuous network
scanning and user awareness campaigns.

Single‑Point of Contact (SPOC) – Related terms: Compliance Liaison, Regulatory Communication.
Designated individual who consolidates and routes compliance inquiries, ensuring consistent messaging. An
SPOC can streamline SAR submission processes by fielding all regulator queries. Over‑reliance on a single
individual can become a bottleneck if succession planning is lacking.

Statutory Reporting – Related terms: Legal Filings, Regulatory Disclosure. Mandatory submission of financial
and compliance information required by law. Examples include annual AML compliance certificates and
quarterly fraud loss disclosures. Errors in statutory reporting can attract fines and damage reputation.

System of Internal Controls (SIC) – Related terms: Control Environment, Monitoring Activities. The collective
set of policies, procedures, and mechanisms that ensure reliable financial reporting and compliance. SICs for
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fraud detection often encompass transaction monitoring, access controls, and audit trails. Weaknesses in
SICs may be identified during external audits, prompting remediation.

Third‑Party Risk Management (TPRM) – Related terms: Vendor Due Diligence, Supply Chain Security. The
discipline of assessing and mitigating risks associated with external service providers. Fraudulent activities
can be outsourced, making TPRM essential for detecting collusion. Conducting thorough TPRM can be
resource‑intensive, especially when dealing with numerous low‑value vendors.

Transaction Monitoring System (TMS) – Related terms: Alert Generation, Case Management Integration. A
platform that continuously reviews transaction streams to detect anomalies. A TMS may employ both
rule‑based and ML‑based detection techniques. Integration challenges include aligning data formats,
latency constraints, and ensuring auditability of decisions.

Trending Analysis – Related terms: Time‑Series Review, Pattern Recognition. The examination of fraud
incident data over time to identify emerging threats. Trending analysis might reveal a surge in synthetic
identity fraud following a new product launch. Accurate trending requires consistent data capture and
standardized incident classification.

Trusted Advisor Model – Related terms: Consultative Compliance, Stakeholder Engagement. An approach
where compliance professionals act as strategic partners to business units, providing guidance on
risk‑aware decision making. The model promotes proactive fraud mitigation rather than reactive
enforcement. Adoption can be limited by entrenched silo mentalities.

Unified Reporting Platform (URP) – Related terms: Consolidated Dashboard, Cross‑Regulatory Reporting. A
technology solution that aggregates data from multiple compliance systems into a single reporting
interface. URPs enable simultaneous generation of SARs, CTRs, and internal risk summaries. Data mapping
complexities and differing security controls across source systems pose integration hurdles.

Unstructured Data Analytics – Related terms: Text Mining, Natural Language Processing (NLP). Techniques
for extracting insights from non‑tabular data sources such as emails, chat logs, and contract documents.
Unstructured analytics can uncover hidden fraud schemes, like collusion discussed in internal messaging.
High‑quality NLP models are needed to handle domain‑specific terminology and multilingual content.

User Access Review (UAR) – Related terms: Least Privilege, Identity Governance. Periodic evaluation of user
permissions to ensure that access rights align with job responsibilities. UAR helps prevent insider fraud by
restricting unnecessary data exposure. Automated UAR tools can flag orphaned accounts, but manual
validation remains essential for high‑risk roles.

Vendor Risk Assessment (VRA) – Related terms: Third‑Party Due Diligence, Contractual Controls. The process
of evaluating a vendor’s ability to meet security, compliance, and fraud‑prevention standards. VRA may
include reviewing a vendor’s own AML policies and incident response capabilities. Inconsistent assessment
criteria across departments can lead to gaps in coverage.

Whistleblower Hotline – Related terms: Anonymous Reporting, Ethics Line. A confidential channel that
enables employees or external parties to report suspected fraud without fear of retaliation. Effective hotlines
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provide clear escalation paths and protect the identity of reporters. Underutilization often results from lack
of awareness or distrust in the organization’s response.

Workflow Automation – Related terms: Process Orchestration, Robotic Process Automation (RPA). The use of
software to streamline repetitive compliance tasks such as data extraction, SAR filing, and status updates.
Automation reduces manual errors and accelerates case closure. However, over‑automation without proper
exception handling can obscure critical judgment calls.

Zero‑Trust Architecture – Related terms: Micro‑Segmentation, Continuous Authentication. A security model
that assumes no implicit trust for any user or device, requiring verification for each access request.
Zero‑trust principles enhance protection of fraud‑detection platforms by limiting lateral movement.
Implementing zero‑trust can be complex, especially in heterogeneous legacy environments.
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