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Axos Clearing Compliance Overview 

Regulatory Compliance
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Axos Clearing’s Regulatory Compliance Team is responsible for ensuring compliance 
with applicable laws and regulations, which enables Axos Clearing to operate 
successfully and to continue the Firm’s growth and innovation in a highly regulated 
environment.

The Regulatory Compliance Team is made up of two separate areas:

1. Compliance: Ensures compliance with securities laws regulations such as the 
Securities Act of 1933 and the Securities Exchange Act of 1934.

2. AML: Ensures compliance with government laws and regulations such as the Bank 
Secrecy Act (“BSA”), the USA PATRIOT Act, FINRA Rule 3310 (AML Compliance 
Program), and OFAC sanction-related regulation.

Regulatory 
Compliance

Compliance AML



Axos Clearing Compliance Overview 

AML Department
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Axos Clearing’s AML Department contributes to the organization by fostering a strong 
culture of AML compliance. The AML Department comprises the following teams:

Transaction Monitoring: Responsible for monitoring transactions and alerts. 

AML Risk: Responsible for assessing the AML risks associated with introducing firms and 
their clients through the KYC program.



AML Explained 

The Basics
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Anti-Money Laundering Defined

 Practice of attempting to, or succeeding in, the execution of transactions to convert 

illegal money into legal money

The Process

 Placement: placing “dirty money” into a legitimate financial system or business

 Layering/structuring: concealing the source of the money through series of transactions 

or accounting tricks

 Integration: withdrawing money from the legitimate account for intended use



AML in the Securities Industry 

What does securities fraud look like?
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A customer opens a new account and deposits physical certificates, or delivers in 
shares electronically, representing a large block of thinly traded or low-priced 
securities.

Seemingly unrelated clients open accounts on or at about the same time, deposit the 
same low-priced security and subsequently liquidate the security in a manner that 
suggests coordination.

Individuals known throughout the industry to be stock promoters sell securities through 
the broker-dealer.
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Know Your Customer (KYC) 

FINRA Regulatory Notice 19-18 

Provides guidance to firms regarding suspicious activity monitoring under 
FINRA Rule 3310 (AML Compliance Program).

KYC Red Flag: Customer is reluctant or refuses to provide complete 
customer due diligence information as required by the firm’s procedures, 
which may include information regarding the nature and purpose of the 
customer’s business, prior financial relationships, anticipated account 
activity. 

KYC Example: What is the Customer’s Source of Wealth? 

Insufficient Due Diligence: The rep is a cousin of the client and can vouch for the family’s 
clothing business. Funds will be deposited from the client’s business revenue (generic 
response with no details). 

Sufficient Due Diligence: The client owns a chain of grocery stores in Mexico City and will 
be depositing funds from their business bank account. Supporting documentation collected 
by the rep includes the client’s business website, sample financial statement, letter of 
employment and negative news screening results (detailed response with verification of 
wealth). 
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Alerts and Investigations

Transaction Monitoring 

Money laundering typologies and red flags are identified and generate alerts 
for AML Analysts to review. 

AML Analysts sometimes requires assistance from Insight’s Compliance 
team to understand the nature / purpose of the money movement in an 
account.  

Sample Questions
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Alerts and Investigations

McDonald Information Service  (MIS) 

MIS is the primary tool used to screen the customer base against negative 
news, regulatory and OFAC sanctions lists.

 A customer named by OFAC as sanctioned would result in an account block, and 
no subsequent activity is allowed. 

 A customer identified as being politically exposed is placed under heightened 
review by Axos Clearing’s AML team.  

 The money-laundering risk associated with a politically exposed customer varies, 
depending on the amount of funds invested and activity. Money laundering red 
flags include third-party wires for no discernable purpose, accounts set up under 
Personal Investment Companies and negative news located on customer 
(suspicious source of wealth). 
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AML Enforcement Actions 

BLV Securities 

In December 2021, FINRA sanctioned BLV Securities, which included a $20,000 
fine.

From May 2018 through December 2019, BLV Securities failed to establish and 
implement anti-money laundering policies and procedures reasonably expected to 
detect and cause the reporting of suspicious activity, in violation of FINRA Rules 
3310(a) and 2010. 

In May 2018, following a change in majority ownership, the firm’s business model 
shifted, and it began to service high-net worth international customers, many of 
whom were citizens or residents of jurisdictions that posed a heightened risk of 
money laundering or were considered bank secrecy havens.

The firm failed to investigate high-risk transfers by customers in Brazil, wiring 
funds to the Bahamas. 

The funds transfers were not in line with the account’s investment horizon. 
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AML Enforcement Actions 

Actinver Securities 

In February 2021, FINRA sanctioned Actinver Securities, which included a 
$150,000 fine.

Actinver failed to establish and implement an Anti-Money Laundering (AML) 
program that could be reasonably expected to detect and cause the reporting of 
suspicious activity. 

Actinver procedures listed red flags that employees should investigate, including: 

 The firm failed to investigate high-risk transfers by customers in Brazil, wiring funds to 
the Bahamas. 

 An unexplained high level of account activity with very low levels of securities 
transactions. 

 Wire transfers to/from financial secrecy havens or high-risk geographic location without 
an apparent business reason. 

From 2015 to 2017, the AML department of the clearing firm sent 27 inquiries to 
Actinver regarding potentially suspicious activity in 19 accounts. Actinver, 
however, conducted no independent investigation into the questions raised by the 
clearing firm. 
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Regulatory Update 

FINRA 2022 Report on Exam and Risk Monitoring Program

A firm’s AML program should reasonably address the business model (the AML 
program should grow and evolve alongside substantial growth/changes to the 
business). 

The AML procedures should recognize that the suspicious activity reporting 
obligation may apply to any transactions conducted by, at or through the firm, 
even transactions that do not originate with the firm’s customers.

Emerging risks in low-priced securities include: 

 Foreign Financial Institutions in lower-risk jurisdictions (Canada, UK) open 
omnibus accounts at U.S. broker-dealers. 

 Trading in securities of issuers making questionable claims (touting COVID 
treatments, crypto/NFT business models). 

 Trading that overlaps with a surge in promotional activity on social media. 

Firms should review the integrity of its data feeds of automated surveillance 
systems and assess scenario parameters as needed. 
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