SERIES

ISSN 1680-8800

ECLAC SUBREGIONAL
STUDIES AND HEADQUARTERS

PERSPECTIVES INMEXICO

Prevention of Money Laundering
and of the Financing of Terrorism
to Ensure the Integrity of Financial
Markets in Latin America

and the Caribbean

Willy Zapata
Juan Carlos Moreno-Brid
Stefanie Garry




SERIES

ECLAC SUBREGIONAL 158

STUDIES AND HEADQUARTERS
PERSPECTIVES IN MEXICO

Prevention of Money Laundering
and of the Financing of Terrorism
to Ensure the Integrity of Financial
Markets in Latin America

and the Caribbean

Willy Zapata
Juan Carlos Moreno-Brid
Stefanie Garry




This document has been prepared by Willy Zapata, Chief of Economic Development Unit, Juan Carlos
Moreno-Brid, Deputy Director, and Stefanie Garry, Economic Affairs Officer of the Economic Development
Unit, within the activities of the work program.

The views expressed in this document, which has been reproduced without formal editing, are those of the
authors and do not necessarily reflect the views of the Organization.

United Nations publication

ISSN: 1680-8800

LC/L.3931

LC/MEX/L.1167

ORIGINAL: ENGLISH

Copyright © United Nations, November 2014. All rights reserved
Printed at United Nations, Mexico City, Mexico.  14-20906

Member States and their governmental institutions may reproduce this work without prior authorization, but are requested to
mention the source and inform the United Nations of such reproduction.



CEPAL - Serie Estudios y Perspectivas — México — N° 158 Prevention of Money Laundering and of the Financing...

Contents
ADSEFACE ...ttt ettt e e bt e e bt e e e a et e e bt e s bt e e bt e e bt e e ea bt e sabe e e nbeeeateesabeesabeeeane 5
L INEPOAUCHION ...ttt e et e ettt e e bt e st e e st e e steesateesnseeenneeennees 7
T BACKEGIOUNM.........cooiiiieiieiecee ettt e ettt e st eetee s teeessseessseesssaessseeansaeensseensseensseennes 9
III. Importance for the economy, the integrity of capital markets and financial stability,
and effects in the real SECLOT ..............ocoiiiiiiiiiii et et 11
IV. Methods and trends of money laundering and the financing of terrorism............................. 13
V. The international community of the fight against money laundering and the financing
OF LRITOTESTIL ...ttt ettt ettt e e bt e e et e st e s bt e e bt e e sabeesabeesabeeenne 17
1. Financial Action Task FOrce (FATE)...ciooiioiiioiiiieiieeeeee ettt sve et ens 18
2. Regional groups similar t0 the FATE ......ccooiiiiiiiiiiieieeee e 23
T =X e300 Te) o LA €011 1 o F OO RO TSRS 24
4. WOIESDEIZ GIOUP ....cvetieiieieieettetete sttt ettt ettt ettt ettt s ae e st et e beebe e st e tesbeebeeneesbeeneeneenes 24
5. United NAtions (UN) ...cccuiiieieeiiieriieiiieeieeesieeesiteesebeesveesseesssaesssseessseessseessseesssessssseessssensssensses 24
6. Organization of American States (OAS).....ceciiriirierieiee ettt 25
7. International Monetary Fund (IMF) ........ccoooiiiiiiiiiiieeeee s 25
8. WOTld Bank (WB) .....uoiiiiiiiie ettt et etve v e st e st e s st e estbeessseessseesssaesssaeensseensns 26
9. Asian Development Bank (ADB) ......cccoeiiieiiiiiiiiicieee et 26
10. African Development Bank (AFDB) .......ccoeiiiiiiiiieieeceeeeee e 26
11. Inter-American Development Bank (IDB)........ccccociiiiiiiiiiiiiiiiieeeceeeeeeeee e 27
VI. Current situation and new challenges for regulation and supervision in Latin America
and the CaribDean..............o.cooiiiiiii ettt et 29
VII. Mexico’s compliance with the FAFT (40 + 9) recommendations.................cccoccevceenieneennnnne. 33
VIIL COMCIUSIONS .......ooniiiiiiiiiiiie ettt ettt e st e e bt e e bt e e sat e e sabeesabeesabeeenbeeesaneean 39
IXL  REF@I@IICES .......ooiiiiiiiiieeiie ettt e e et e et e et e e bt e e abeesabeesabeeeabeeaseeesneeesnseesaneaenns 41



CEPAL - Serie Estudios y Perspectivas — México — N° 158 Prevention of Money Laundering and of the Financing...

ATITICX ..ottt ettt ettt ettt h ettt e h e a e et et e h e e ae e h e eh e ae et s h et en e eae e enne 43
Serie Studies and perspectives — Mexico: Issues publised..................ccocoiiiiiiiiiiiiiiiinicee 51
Tables
TABLE 1 2012 REVISED FATF RECOMMENDATIONS ......ccooiiiiiiiineinineinieeeeeeeeeeesie e 22
TABLE 2 LATIN AMERICA AND THE CARIBBEAN: COMPLIANCE WITH FATF (40 + 9)
RECOMMENDATIONS ..ottt 30
TABLE 3 COMPLIANCE RESULTS OF MEXICO’S 2008 MUTUAL EVALUATION................... 34
TABLE 4 MEXICO: 7™ FOLLOW-UP COMPLIANCE REPORT WITH FATF REGULATIONS
AND PROGRESS ACHIEVED SINCE THE THIRD ROUND MUTUAL
EVALUATION ..ottt ettt ettt et sttt 36
TABLE 5 AMOUNTS SEIZED IN MONEY LAUNDERING CASES, 2009-2013 ......ccccceoerevnnenenn. 36
TABLE 6 MEXICO: NUMBER OF PROSECUTIONS, CONVICTIONS AND ACQUITTALS
RELATED TO MONEY LAUNDERING CASES, 2006-2013 ......ccccceoiieinineireeenienene 37
Figures
FIGURE 1 A GLOBAL COMMITMENT IN THE FIGHT AGAINST MONEY LAUNDERING
AND THE FINANCING OF TERRORISM.......cccceueuiimmeiiinieiiinieieinieiecnieiecneeneieseeneneeenen 18
FIGURE 2 FAFT RECOMMENDATIONS AND GOOD PRACTICES (40 +9)
RECOMMENDATIONS (2003 RECOMMENDATIONS AND 2004 AMENDMENTS ...19
FIGURE 3 SUMMARY OF THE NATIONAL STRATEGY TO COMBAT MONEY
LAUNDERING AND THE FINANCING OF TERRORISM......c.ccoccviiinininineininiecnnenn 35
FIGURE 4 SIGNIFICANT INCREASES IN MONETARY SEIZURES THROUGH MONEY
LAUNDERING CASES, 2009-2013 ....c.eiteiiirieirinieinieteenieei ettt 37



CEPAL - Serie Estudios y Perspectivas — México — N° 158 Prevention of Money Laundering and of the Financing...

Abstract

This paper reviews the current status of the international fight against money laundering and the
financing of terrorism, highlighting the importance of its prevention for economic and financial stability
in Latin America and the Caribbean. It synthesizes the recent history of international legislation and
agreements with respect to the issues, and presents the framework of public and private sector actors
engaged in combating these threats. It reviews Latin American and Caribbean countries’ compliance
with the Financial Action Task Force (FATF) (40 + 9) Recommendations, and analyzes the region’s
performance with respect to their third round Mutual Evaluation Reports. The evidence shows that while
the region has made some significant progress in combating various typologies of money laundering and
the financing of terrorism, important work remains to be done, particularly with respect to customer due
diligence policies and the strengthening of national legal codes. A case study of Mexico’s progress
provides specific insight into the country’s reforms and policies to combat these financial sector
operational risks. Recent evidence suggests that if Mexico keeps strengthening its commitment to
improve national regulatory, legal and judicial systems, it will be able to show full compliance with the
FATF Recommendations in future evaluations. The paper provides reflections on new and emerging
international threats, especially those related to technological innovations. The authors call for an
enhanced system of risk management, technical support to countries, and the design of coordinated
international responses to financial crimes and the financing of terrorism to ensure long-term financial
sector integrity and macroeconomic stability.
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. Introduction

The paper reviews the current status of the struggle against money laundering and the financing of
terrorism in Latin America and the Caribbean. For this purpose, it first examines the various agreements
and resolutions concerning this issue at global and regional levels. It then provides a description of the
money laundering process and the importance of its prevention for economic and financial stability,
including a discussion of some effects in the real sector.

Next, a discussion of the trends and mechanisms used for laundering money in the region is
presented based on the typologies put forward by the Financial Action Task Force (FATF), the Financial
Action Task Force on Money Laundering in South America (GAFISUD) and the Caribbean Financial
Action Task Force (CFATF, also known as GAFIC in Spanish), as well as those emphasized in the US
Money Laundering Threat Assessment conducted by the United States Department of Treasury in
December 2005, and the United States Government’s 2007 National Money Laundering Strategy. It then
identifies the main international actors and their role in this struggle.

The following section provides an analysis of the key results of recent Mutual Evaluations
conducted by specialized agencies to assess Latin American and Caribbean countries’ compliance with
the respective international standards. It also highlights some new money laundering typologies that
emerge as a result of the creation of innovative financial products such as remittance payments by cell
phones, internet transactions, the use of prepaid cards, and operations realized through the system of
non-banking correspondents A case study of Mexico’s recent performance is also presented.

The paper’s final section shares our conclusions on the current challenges of financial regulation in
Latin America and the Caribbean. We include some reflections on emerging threats related to the financing
of terrorism, and emphasize the need for innovative and coordinated international action to combat these
critical issues and to ensure financial sector integrity and macroeconomic stability in the region.
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Il. Background

The Bank Secrecy Act (BSA) ! was approved by the United States Government in 1970, almost at the
same time that the Racketeer Influenced and Corrupt Organizations Act (RICO Act) was approved. The
BSA established record keeping and reporting requirements for private individuals, banks and other
financial institutions, with an aim to identify the source, amount, origin and destination of money and
other financial instruments flowing into or out of the United States or US operated institutions. This later
became the basis for the Organized Crime Control Act (1970). The phrase “money laundering” was
officially coined by the US Government in the Money Laundering Control Act of 1986, which
established it as a Federal crime.

In 1988 the United States passed the Anti-Drug Abuse Act, introducing new restrictions and
legislative support to prevent money laundering, including the obligation to maintain full information
about and the identification of persons who acquire bearer documents or transfer amounts greater than
three thousand dollars (3,000 USD). ? International efforts to combat money laundering were
strengthened with the Vienna Convention in December 1988 and the Convention of the European
Council in1990. The former introduced the obligation to criminalize the laundering of money derived
from drug trafficking, and instituted the first measures to promote international cooperation, while the
latter mandated support for the investigation and confiscation of illicit money originating from any type
of criminal activity.

The negative effects of money laundering on the integrity of the financial system and the
operational and reputational risks it posed for banks increasingly worried regulators. At the end of 1988,
the Basel Committee issued its first statement against money laundering. In response to these growing
concerns, the Group of Seven (G7), meeting at the Paris Summit in July 1989, established the Financial

The Currency and Foreign Transactions Reporting Act, Public Law 91-508, Title II, together with the requirements for financial
institutions to keep records of their transactions formed what is now known as the Bank Secrecy Act (BSA). The BSA orders the
reporting of financial transactions in cash with financial entities (Form 4789), the opening of information regarding foreign bank
accounts (TD F -90-22.1), and the reporting of the transportation of cash or bearer documents in amounts in excess of 5,000 USD,
later amended to 10,000 USD (Form 4790).

Currently the requirement for full identification and record keeping for money transfers at the international level is for transactions
exceeding 1,000 USD. As of October 2014, the United States was still working to comply with the international standard.
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Action Task Force ° (FATF). The FATF has continued to operate ever since as the main force in
combating these international threats.

Throughout the 1990s, Federal legislation in the United States was passed to fortify efforts in the
fight against money laundering. The Annunzio-Wylie Act, adopted in 1992, established the obligation
for financial institutions to report suspicious transactions. This implied a significant change in the data
generating systems of banks, since it required the analysis of unusual transactions and the reporting of
suspected violations to compliance officers of financial institutions. The Annunzio-Wylie Act also
established the Bank Secrecy Act Advisory Group (BSAAG), consisting of Federal and State
Government officials, the banking sector, other private sector enterprises, and legal experts. The Money
Laundering Suppression Act of 1994 required banking agencies to establish anti-money laundering
identification and reporting procedures, and tightened the regulation of Money Services Businesses
(MSBs). The Money Laundering and Financial Crimes Strategy Act of 1998 called for banking agencies
to strengthen training programs for anti-money laundering examiners. Importantly, it required the
Department of the Treasury, among other agencies, to collaborate in the formulation of a National
Money Laundering Strategy.

The Uniting and Strengthening America by Providing Appropriate Tools to Restrict, Intercept and
Obstruct Terrorism Act, more commonly known as the USA Patriot Act —passed in 2001 after the attacks
of September 11™— further enhanced legislation against money laundering in the United States, and
introduced the financing of terrorism as a Federal crime. It prohibited certain activities with “off-shore”
banks without physical offices or affiliates in the US, and significantly increased customer identification
requirements. The Act also legislated for the possible expropriation of assets of illicit origin.

Today, most related laws across countries incorporate a significantly wider concept of money
laundering to include all types of financial documents (insurance, mortgages, government securities,
bonds, etc.), goods, real estate, as well as gold and precious stones. This broader definition has fortified
non-financial professionals’ role in the fight against money laundering. Thus, recommendations for risk
assessment in real estate and the buying and selling of precious metals, as well as guidelines for
professionals such as lawyers and auditors have been produced by the FATF and other international
expert groups to address these themes.

After September 11", 2001 most jurisdictions have also incorporated the crime of terrorist
financing into their legislation. This is a more complex phenomenon to identify because the funds used
in the financing of terrorism can come from assets of unlawful origin, but they may also be derived from
assets of legal origin that have been channeled through various operations in the legal financial system.
The latter carries a significantly higher risk for the financial system, given that the funds may come from

perfectly legal operations or business, but be intended for terrorist activities. 4

The task force was created to examine and develop measures to combat money laundering. In October 2001, the FATF extended its
mandate to include the design of measures to combat the financing of terrorism. To date the FATF has issued forty recommendations
against money laundering and nine recommendations against the financing of terrorism.

This also involves the problem of who can identify or how one can establish the possibility that the risk of using the funds for
terrorist activities is real.

10
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lll. Importance for the economy, the integrity of
capital markets and financial stability, and
effects in the real sector

The process of money laundering comprises three phases: a) the incorporation of products of illicit
transactions, such as drug, human, and arms trafficking, kidnapping, tax evasion, corruption, etc. into the
financial system; b) as a second phase, a series of bank transactions and transfers are made to different
accounts and jurisdictions in order to conceal the origin and location where the original infraction was
committed. Sending the transaction to another jurisdiction also makes it more difficult to monitor and
later be retrieved by the relevant authorities, and c) the third phase consists of the return of these
resources which have been invested in business, real estate or assets of any nature, thus giving them the
appearance of originating from legal operations.

Money laundering and the financing of terrorism may adversely affect the overall health of the
economy and its financial stability . by introducing distortions in the allocation of resources in such a way
that investment decisions depend less on factor prices and profit return calculations, and more on criminal or
illicit pressures. Moreover, money laundering through financial institutions has a triple negative effect: 6

a) It erodes the financial institutions involved. This can be due to the fact that the entity can be
defrauded by employees linked to laundering operations or because organized crime takes control over
the financial entity. !

b) It weakens public confidence in banking and non-banking financial institutions, thus limiting
their impact on growth. Banking and non-banking entities have a crucial role in the formation and
allocation of capital, especially in developing economies. The successful reform of the financial system
in these jurisdictions depends on sustained increases in depositor and investor confidence. Money

This implies a condition where the financial system mechanisms for evaluating, transforming and managing financial risks (credit,
liquidity, counterparty, market, etc.) functions well enough to contribute to the performance of the economy itself.

S Bartlett, 2002.

7 FATF (2006).

11
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laundering negatively impacts the reputation of banking entities, slows their ability to attract capital and
affects their market value.

¢) It reduces the chance of good corporate governance in financial institutions and increases
operational risk in the absence of effective policies to combat money laundering. Conversely, policies
against money laundering promote good corporate governance and reduce operational risk, thus
contributing to the efficient functioning of banks and non-banking financial companies. This was
recognized by the Basel Committee, which includes among its principles for effective banking
supervision, key elements of a “know your client” policy. This is defined as a central element of internal
control policies and risk management. ® The Basel Committee also addresses the issue of knowledge of

the ultimate beneficiary of the property, % an aspect that if not properly applied could ultimately allow a
financial institution to be controlled by organized crime.

There is yet a limited amount of literature on the direct effects of money laundering in the real sector of
the economy. However, there is evidence that in addition to the indirect effects through the financial sector,
money laundering may adversely affect productivity by generating perverse incentives that induce
transactions not based on the normal market mechanisms for resource allocation via relative prices and
profits. 10 The FATF and FATF-like regional groups, as well as the Egmont Group identified that the favorite
methods of investment used by money launderers include real estate, jewelry, precious metals, luxury cars,
and more recently, artworks and antiques. These forms of investment, by becoming valuable storage
mechanisms, attract resources that could otherwise be used for productive activities. The most common case
is real estate investment, where the increase in demand by money launderers induces higher market prices,
thus leading all buyers to overpay for property assets and potentially generating “crowding-out" effects. H
There is also evidence of a strong correlation between low levels of compliance with international anti-money
laundering standards and low tax collection, as well as with high levels of corruption.

In relatively small countries, or in countries highly dependent on financial flows including those
positioned as “off-shore” centers, money laundering can lead to significant market distortions. These
jurisdictions face dual difficulties in financial operations. They must remain competitive in price (with
regard to fees and payments for banking services rendered) and establish regulatory environments that
do not impede the process of capital inflows and outflows. In some cases the search for more flexible
regulations has led to a sub-optimal situation, where the possibility of money laundering is facilitated,
with consequent negative effects on the country and the international community. Previous experience
shows that jurisdictions with relaxed regulatory systems attract illicit money and tend to, at some point,
face reputational problems that result in low business turnover and strong fluctuations in their levels of
economic activity and employment. 12

The relevance of anti-money laundering targets and actions to combat the financing of terrorism
for national and international security has increased in light of the current state of global affairs, marked
by the emergence of new terrorist threats such as the Islamic State of Iraq and Syria (ISIS), and the
resurgence and strengthening of new factions of established terrorist groups including those connected to
Al Qaida and Al Shabaab, among others. Preempting the flow of money (of licit or illicit origin) to
terrorist groups, drug and human traffickers, and other criminal entities that pose a threat to national and
international security is an ever increasing priority. Cooperation at the national and international levels is
of the utmost urgency in order to maximize the sharing of financial intelligence among domestic and
foreign partners from both government and private sectors.

8 Principles 14 and 15 of the Basel Committee for Effective Banking Supervision, and Publication 85 of the Committee on Customer

Due Diligence.

The glossary of the FATF Methodology defines the ultimate beneficiary of the property as the natural person who ultimately owns or
controls a customer and/or the person on whose behalf a transaction is made. It also includes persons who exercise effective control
over a legal person or contract.

1% Bartlett (2002).

An exercise carried out for the Australian economy in 1995 by John Walkers Consulting Services Custom Authorities utilizing the
country’s input-output matrix, found that money laundering of between 5 billion AUD and 10 billion AUD generated a loss of
between 1.1 and 2.2% of gross domestic product in that year (between 5.6 billion AUD and 11.3 billion AUD).

12 Case study of the British Virgin Islands, Eastern Caribbean Central Bank, 1997.

12
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IV. Methods and trends of money laundering and
the financing of terrorism

One of the essential tasks performed by FATF working groups, regional bodies similar to the FATF, the
Egmont Group and Financial Intelligence Units (FIUs) of member countries is the identification of
methods used by money launderers or those interested in financing terrorist operations. The main
objective of identifying these methodologies is to create appropriate mechanisms to prevent them and
alert financial institutions and regulators to the new and emerging trends of money launderers.

In 2005 the United States Government conducted the US Money Laundering Threat Assessment,
the first official evaluation of the risks of money laundering in the country, and one with relevant
diagnostic effects for the entire Latin American and Caribbean region. This document later served as the
basis for the US 2007 National Money Laundering Strategy. B The key points identified in the
assessment are:

a) Banks remain the principal channel through which money laundering operations are
performed. The incorporation of internet technology and remote banking presents new challenges for
banks in terms of customer identification requirements and the identification of funding sources.

b) Money Services Businesses (MSBs), which include remittance agencies, exchange houses,
vendors of traveler's checks, check cashing operations, etc., have a legal obligation in the United States
to register with the Department of Treasury. However, less than 20% of MSBs comply with this
regulation. The percentage that may be exempt from registration due to the volume of their operations is
unknown, implying that more than 80% of operators could be considered informal. As a result of the
absence of “know your client” policies, MSBs have become one of the gateways to the financial system
for money launderers and possibly for those interested in the financing of terrorism.

¢) The smuggling of cash continues to be a primary channel for money launderers, especially
toward the South following the same routes drug traffickers use when entering the United States. A
substitute for smuggling money has recently been the use of prepaid cards, in particular those that use an

'3 The Department of the Treasury, 2007, “National Money Laundering Strategy”.

13
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open system. ' These cards can be from one or more issuers offering products that can be used to pay
for a variety of goods or services. In this case, the card provider is not necessarily related to the provider
of goods or services and in some cases obtaining cash directly from the prepaid cards is allowed.

d) Online Payment Systems: Given that is possible to make online payments between countries,
this system presents prosecution difficulties for national authorities. Precious metals may also be used
for payment, which opens an additional door to money launderers, especially when service providers
accept payment in cash.

e) Informal Value Transfer Systems (IVTS): While these mechanisms have worked well over
time as an efficient method for transferring funds between communities that have no access to financial
services (for example, Hawala/Hundi in South Asia), they have recently been used for money laundering
and terrorist financing, as the systems are based on a code and do not have identification requirements.
Several thousand informal operators have been detected in the United States, especially in high volume
business that operate in cash (such as gas stations and convenience stores), and which are not registered
with the Financial Intelligence Unit of the Department of Treasury.

f) Money laundering based on trade is probably the best-known money laundering method and is
mostly used for laundering funds from drug trafficking. In this typology, one of the mechanisms used is
the Black Market Peso Exchange (BMPE), where the proceeds of criminal activities such as drug sales
in the United States, are used to pay the obligations of an import company from another country ' in the
United States. Meanwhile, the company pays the suppliers of the drugs in the country with local
currency. For this, there is generally a broker that charges a fee to the respective groups for conducting
the transaction. Another way to launder money based on trade is through free trade zones. 16 According
to the FATF Typologies Report of November 2008, money laundering through the use of free zones in
Latin America and the Caribbean has been detected.

g) Insurance Companies: According to figures from the National Commission of Insurance,
today the primary insurance business is the sale of annuities. Another added business is the sale of
financial instruments. Term life insurance and annuities have generated an opportunity for money
launderers, primarily because insurers typicslly provide their products through brokers who usually do
not have adequate controls, especially when operating in poorly or unregulated markets. Cases have
been found where money launderers utilized the purchase of term life insurance to transfer illicit funds
and only paid an insurance penalty for disinvesting before the expiration of the term; however, for
money launderers this penalty is simply the cost of doing business.

h) Shell corporations "7 and trusts represent another way to hide money derived from illicit
activities. The use of shell corporations usually occurs in so-called “tax havens,” since there are
practically no registration requirements for companies in many of these jurisdictions. The most
important omission perhaps of shell corporations is the identification of the rightful owners, especially
through the use of anonymous companies with bearer shares. The use of bearer shares has been severely
questioned by the FATF. In Latin America, most countries now do not allow for the use of these
instruments and FATF-like regional bodies are making joint efforts with regulatory agencies to ensure
compliance with the FATF Recommendations in this regard. 18

Trusts can serve an important lawful role; however, they also present money launderers with the
advantage of not requiring registration with any financial authority in most jurisdictions. The use of

" Ibidem.

Generally a company dedicated to smuggling goods.

According to the International Narcotics Strategy Report, Volume II Money Laundering and Financial Crimes of the US Department
of State, 2008. It says that in United States there are 250 free trade zone and money laundering issues have been identified in several
of them.

Produced on paper, also known as front operations that have no physical location, and are often created with false identification
documents of owners, with minimal directors or corporate entities and bearer shares.

In the United States there are two states that maintain the use of bearer shares, Nevada and Wyoming. Delaware has very simple
requirements for business registration.

14
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trusts has increased in recent years, especially in jurisdictions that have virtually no identification
requirements, as is the case of the Cook Islands, St. Kitts and Nevis and Niue. There have been
transactions of this nature linked to corruption in some Latin American countries. Recent FATF analysis
of the ways in which corporate vehicles and trusts are used by money launderers has indentified different
vulnerabilities and risks. One documented case detailed the creation of a series of shell companies and
trusts that were used to purchase insurance companies in other jurisdictions with lax regulation. Money
launderers then used these companies to drain the assets of the acquired insurance agencies into

“off-shore” accounts, thus shortchanging the original policyholders. 19

1) Casinos have become one of the other paths used by money launderers to conduct business,
especially when operations are cash intensive. Casinos represent an additional opportunity for money
launderers because, currently, most of them provide other financial services such as deposit-taking,
credit, funds transfers, check cashing and foreign exchanges. Online gaming and casinos allow players
an extra level of anonymity and make it even more difficult for judicial authorities to track illicit
transactions, given the ability to separate the place where the financial crime is committed from the place
where it is reported or even where funds are ultimately delivered.

In Latin America and the Caribbean, the most important efforts in the identification of
methodologies used by money launderers have been made by GAFISUD 2 and the CFATF. These
collective efforts represent an important input into the definition of guidelines for the competent
authorities in order to protect their respective jurisdictions from the possibility that their systems could
be used for money laundering or the financing of terrorism.

1 FATF (2006).
% Regional FATF Typologies, 2006 and July 2008.

15
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V. The international community of the fight against
money laundering and the financing of
terrorism

The seriousness of these crimes and their subsequent effects on economic stability and international
security has created an expanded need to fight against these scourges. This effort not only requires the
participation of financial regulators, law enforcement agencies, and courts, but also the international
community at large. Thus in recent years, the mandates of several International Organizations, as well as
national and multilateral financial institutions have been extended to incorporate efforts to combat
money laundering and the financing of terrorism.

As Figure 1 illustrates, the international community, including the United Nations and other
International Organizations such as the World Bank (WB), the International Monetary Fund (IMF), and
regional development banks, together with the FATF and subsidiary regional-style bodies, plays a key
role in combating money laundering and in developing strategies and guidelines for monitoring national
compliance. Coupled with private sector expert groups such as the Wolfsberg and Egmont Groups and
national institutions including financial regulators, and legislative and judicial bodies, international
efforts to prevent money laundering and the financing of terrorism require a complex and coordinated
commitment from multiple actors.

17
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FIGURE 1
A GLOBAL COMMITMENT IN THE FIGHT AGAINST MONEY LAUNDERING
AND THE FINANCING OF TERRORISM

IMF & WB

International

Major Private Wolfsberg United Organizations

Banks Group Nations

Regional
Financial Development Banks
Intelligence E
: gmont FATF
Units CGroup (Est. 1989)

Courts and
Judicial Systems

Police Forces

FATF-Style Regional
Bodies Financial Regulators

Source: Authors’ own elaboration.

1. Financial Action Task Force (FATF)

The Financial Action Task Force (FATF) was created by the G7 in July 1989 with the specific mandate
to design and promote compliance with international standards for the prevention of money laundering.
The FATF is composed of 34 jurisdictions and two regional organizations that together represent the
majority of world financial centers. ' Currently, in formal FATF meetings eight regional groups are
involved as associate members, while 23 international organizations hold observer status. > The Basel
Committee formally joined as an observer in October 2008. The task force’s fundamental work has
focused on developing good practices against money laundering which have been incorporated into forty
Recommendations, and recently updated with nine regulations against the financing of terrorism (See
Figure 2). Of the (40+9) Recommendations, six have been designated Core Recommendations, with an
additional ten highlighted as Key Recommendations.

In detail, the 40 Recommendations to prevent money laundering describe:

a) The scope that money laundering must have within a country’s legal system and the need to
incorporate preventive and confiscation measures into existing regulatory codes;

b) The measures to be taken by financial institutions and non-financial businesses and
professions to prevent money laundering (including customer due diligence policies, the definition and
reporting of unusual or suspicious transactions, and preventative supervisory actions), and those to be
taken by the international community in a compliance breach;

2l FATF members include Argentina, Australia, Austria, Belgium, Brazil, Canada, China, Denmark, Finland, France, Germany,

Greece, Hong Kong, China, Iceland, India, Ireland, Italy, Japan, Republic of Korea, Luxembourg, Mexico, the Netherlands, New
Zealand, Switzerland, Norway, Portugal, Russian Federation, Singapore, South Africa, Spain, Sweden, Turkey, the United Kingdom
and the United States. Regional Councils include The European Commission and The Gulf Cooperation Council.

Participation by the Organization of American States (OAS) includes the Organization of American States/Inter-American
Committee against Terrorism (OAS/CICTE) and the Organization of American States/Inter-American Drug Abuse Control
Commission (OAS/CICAD). Participation by the United Nations includes representatives from the United Nations Office on Drugs
and Crime (UNODC), United Nations Counter-Terrorism Committee Executive Directorate (UNCTED), The Analytical Support and
Sanctions Monitoring Team to the Security Council Committee pursuant to resolutions 1267 (1999) and 1989 (2011) concerning Al-
Qaida and associated individuals and entities, The Expert Group to the Security Council Committee established pursuant to
resolution 1540 (2004), the Panel of Experts to the Security Council Committee established pursuant to resolution 1718 (2006), the
Panel of Experts established pursuant to Security Council resolution 1929 (2010) and the Al-Qaida and Taliban Sanctions Committee
(1267 Committee).
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c) The necessary institutional framework to be applied including the definition of competent
authorities, and their respective powers and resources; and

d) The role of international cooperation including a clear commitment to participate in mutual
legal assistance, support the possibility of extradition and provide other forms of cooperation.

FIGURE 2
FATF RECOMMENDATIONS AND GOOD PRACTICES (40 + 9) RECOMMENDATIONS
(2003 RECOMMENDATIONS AND 2004 AMENDMENTS)

. : Special
Core Recommendations Key Recommendations

*R.1. Money laundering *R.3. Confiscation and *SR.|. Ratification and
criminalization provisional measures implementation of UN
* R.5. Customer due *R.4. Financial institution instruments
diligence secrecy laws * SR.1I. Criminalizing the
*R.10. Record keeping *R.23. Supervision financ_ing of terrorism and
» R.13. Suspicious *R.26. Financial intelligence associated money
transactions report units laundering .
« SR.II. Criminalizing the +R.35. International *SRUII. Freezing and
financing of terrorism and instruments confiscating terrorist assets
associated money *R.36. Mutual legal * SR.IV. Reporting
laundering assistance suspicious transactions
* SRIV. Reporting *R.40. Other forms of rElile (o (R Te s
suspicious transactions international cooperation * SR.V. International co-
related to terrorism +SR.|. Ratification and operation :
implementation of UN * SR.VI. Alternative
instruments remittance
+SR.III. Freezing and * SR.VII. Wire transfers
confiscating terrorist assets * SR.VIII. Non-profit
*SR.V. International organizations
cooperation » SR.IX. Cash couriers

Source: Authors’ elaboration based on www.FATF-GAFI.org.

Moreover, the special recommendations with regard to the prevention of the financing of
terrorism contain a commitment to:

a) Ratify and implement the relevant United Nations instruments;

b) Criminalize offenses related to the financing of terrorism, terrorist acts and organizations;

c) Enact legislation to facilitate the freezing of assets that could be intended for terrorist activities;
d) Establish procedures for reporting suspicious transactions;

e) Ensure the possibility of international cooperation and extradition;

f) Hold all alternative systems for transferring funds to FATF standards and recommendations,
particularly the requirement of “know your client” policies;

g) Establish clear policies for customer due diligence in bank transfers;

h) Review the legal obligation of registration requirements for non-governmental organizations
in order to prevent them from being used to divert resources to terrorist activities; and

1) Establish control procedures for monitoring companies dedicated to the transport and
movement of cash.

The United Nations Security Council recently issued a series of enhanced recommendations amid
increased concerns for the financing of terrorist groups and the proliferation of weapons of mass
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destruction. »* Resolution 1617 of the United Nations Security Council urges the international community
to implement the (40 + 9) Recommendations to combat money laundering and the financing of terrorism
without delay. The FATF reacted by preparing guidelines for implementing relevant resolutions in each of
its member jurisdictions. During their session on September 24th, 2014, the Security Council unanimously
adopted Resolution 2178 in an effort to further crack down on the financing of international terrorist
threats. In addition, the Resolution criminalized the act of traveling abroad to fight for extremist
organizations, as well as recruiting for or providing funding to such terrorist groups.

The (40 + 9) FATF Recommendations have been accepted by 180 jurisdictions and by the Boards
of multilateral financial institutions such as the IMF, WB, the Asian Development Bank, and the African
Development Bank. The Paris Declaration of 2002 played an important role in conferring sanctions on
those countries identified as non-cooperative in the fight against money laundering by the FATF.
Thereafter, a list of identified countries was established, and those countries were required to take
appropriate measures and enact legislation in order to be removed from the list. The FATF remains
willing to identify those countries that do not cooperate, and continuously reviews the progress of
jurisdictions. In fact, in their meeting in October 2008 the FATF highlighted concerns about some
countries, especially in terms of their commitment to support the fight against the financing of terrorism.

The four main objectives of the FATF under its current mandate * are to:
a) Review and clarify international standards (40 + 9 Recommendations);
b) Promote the implementation of the Recommendations;

c) Identify and generate adequate responses to new threats of money laundering and the
financing of terrorism; and

d) Establish working relationships with other members of the international community.

During the meeting of Ministers of the FATF in April 2012, the mandate was unanimously
extended to 2020, 2 focusing on the FATF’s role as the international standard setting institution for
efforts to combat money laundering, the financing of terrorism and the proliferation of weapons of mass
destruction. The extended mandate reaffirms the process of close operational cooperation with the
international community, and strengthens joint work with the FATF-style regional bodies. The Global
Network Coordination Group (GNCG), a new working group to promote cooperation between the FATF
and FATF-Style Regional bodies, and serve as a venue for sharing good practices among members was
also formed at this time.

The most important task of the FATF is to assess compliance with international standards through
a consistent process for each member jurisdiction. It continually develops methodological guidelines for
evaluations to ensure each of the assessments follow a harmonized methodology. Since its inception, the
FATF has been conducting these assessments and training a group of experts whose mission is to
conduct Mutual Evaluations and support them in the implementation of the (40 + 9) Recommendations.
The evaluation process includes the preparation of questionnaires that are sent to the authorities of each
country in advance so that evaluators are familiar with the established procedures prior to their Mutual
Evaluation. During the country visit, consultations are conducted with national authorities, and also with
relevant financial and non-financial private sector agencies and associated professionals. 2% Once the
visit has been concluded, the assessor group, with the support of the Technical Secretariat of the FATF,

» SRES 1540 (2004) SRES1673, SRES 1695, 1718 SRES and SRES 1737 (2006) SRES 1747 (2007) and SRES 1803, and SRES 1810
(2008) and SRES 2178, all of the Security Council of the United Nations.

2 Mandate 2004-2012. The FATF mandate was revised and expanded in April 2008.

2 FATF (2011-2012) Annual Report. The new mandate was approved at the meeting of Ministers and representatives of the FATF in
Washington, D.C. on 20 April, 2012.

% This normally includes auditors and lawyers.
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prepares a Mutual Evaluation report. *" The final document is submitted for discussion and approval in
the FATF Assembly.

The FATF completed the third round of compliance assessments for each of its 34 member
jurisdictions in 2011, though some members remain under a follow-up procedure. 28 Identifying
jurisdictions with deficiencies in their controls to preventing money laundering or the financing of
terrorism, allows for support to be given to these countries to help mitigate these risks and protect the
stability and security of the international community. In practice, the definition of a list of non-
cooperating countries allowed more than twenty jurisdictions to receive FATF support and significantly
improve their financial crime prevention schemes.

An important contribution of the FATF has been the revision and adoption of a new set of
Recommendations, which were approved in February 2012 following a joint process of consultation
with the FATF-Style Regional Bodies and other international observers such as the UN, WB and the
IMF. The International Standards on Combating Money Laundering and the Financing of Terrorism &
Proliferation synthesize the previous (40 + 9) Recommendations, seeking to tighten legislation and
strengthen compliance. These new Recommendations place a special emphasis on creating transparency,
preventing corruption and managing the risks of new and emerging threats to financial sector stability.

Of particular relevance given the current global state of affairs is the challenge of combating
terrorist financing. Most anti-money laundering and counter-terrorist financing strategies have been
mainstreamed throughout the new Recommendations, replacing the need for a set of Special
Recommendations; however, Section C applies a specific focus to combat the financing of terrorism and
the proliferation of weapons of mass destruction. The 2012 Recommendations (see table 1) are set to be
applied uniformly in the upcoming fourth round of Mutual Evaluations.

Following a revised methodology, which focuses on a targeted, risk-based approach, the fourth
Round Mutual evaluations will be conducted in two jointly re-enforcing components: a Technical
Compliance Assessment to measure the level of conformity with the revised standards, and an
Effectiveness Assessment, which will rely on the judgment of the assessors, taking into account national
context and the effective level of risk. *° The assessment of a country will result in two sets of ratings:
“Technical Compliance” which ranges from Compliant to Non-Compliant, and “Effectiveness” which
from High to Low. 3% The fourth round of Mutual Evaluations began in late 2013 with the assessments of
Australia, Belgium, Norway and Spain. The first reports for Norway and Spain are expected to be finalized
in October 2014, with reports for Belgium and Australia scheduled to be released in February 2015.

27
28

Headquartered in Paris.

The third round of Mutual Evaluations, conducted according to a standardized FATF methodology, was started in January 2005 and
was completed in February 2011.

¥ FATF (2012-2013) Annual Report.

" For a full description of the revised methodology see The Methodology for assessing compliance with the FATF Recommendations
and the Effectiveness of AML/CFT Systems, February 2013.
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TABLE 1
2012 REVISED FATF RECOMMENDATIONS

2012 FATF Recommendations

Rec. No. Old Rec. No.
A - AML/CFT POLICIES AND COORDINATION

1 - Assessing risks and applying a risk-based approach ¥
2 R.31 National cooperation and coordination
B - MONEY LAUNDERING AND CONFISCATION
3 R.1&R.2 Money laundering offence ¥
4 R.3 Confiscation and provisional measures ¥
C — TERRORIST FINANCING AND FINANCING PROLIFERATION
5 SR.II Terrorist financing offence af
6 SR.III Targeted financial sanctions relation to terrorism & terrorist financing
7 - Targeted financial sanctions relation to proliferation
8 SR.VII Non-profit organization
D — PREVENTIVE MEASURES
9 R.4 Financial institution secrecy laws
Customer due diligence and record keeping
10 R.5 Customer due diligence ¥
11 R.10 Record keeping
Additional measures for specific customers and activities
12 R.6 Politically exposed persons ¥
13 R.7 Correspondent banking ¥
14 SR.VI Money or value transfer services
15 R.8 New technologies
16 SR.VII Wire transfers ?
Reliance controls and financial groups
17 R.9 Reliance on third parties
18 R.15 & R.22 Internal controls and foreign branches and subsidiaries
19 R.21 Higher-risk countries
Reporting of suspicious transactions
20 R.13 & SR.IV  Reporting of suspicious transactions
21 R.14 Tipping-off confidentiality
Designated non-financial Businesses and Professions (DNFBPs)
22 R.12 DNFBPs: Customer due diligence ¥
23 R.16 DNFBPs: Other measures ¥

E —- TRANSPARENCY AND BENEFICIAL OWNERSHIP OF LEGAL PERSONS AND
ARRANGEMENTS

24 R.33 Transparency and beneficial ownership of legal persons

25 R.34 Transparency and beneficial ownership of legal arrangements

F — POWERS AND RESPONSIBILITIES OF COMPETENT AUTHORITIES AND OTHER
INSTITUTIONAL MEASURES

Regulation and supervision

26 R.23 Regulation and supervision of financial institutions
27 R.29 Powers of supervisors
28 R.24 Regulation and supervision of DNFBPs
Operational and Law Enforcement
29 R.26 Financial intelligence units ¥
30 R.27 Responsibilities of law enforcement and investigative authorities *
31 R.28 Powers of law enforcement and investigative authorities
32 SR.IX Cash couriers ¥
General requirements
33 R.32 Statistics
34 R.25 Guidance and feedback

(continued)
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Table 1 (Conclusion)

Rec. No. Old Rec. No.

Sanctions
35 R.17 Sanctions
G — INTERNATIONAL COOPERATION
36 R.35 & SR.I International instruments
37 R.36 &SR.V Mutual legal assistance
38 R.38 Mutual legal assistance: freezing and confiscation*
39 R.39 Extradition
40 R.40 Other forms of international cooperation*

Source: Authors’ elaboration based on www.FATF-GAFl.org.

a/ Recommendations with an asterisk have interpretive notes, which should be read in conjunction with the
Recommendation.

2. Regional groups similar to the FATF

Globally, compliance with the FATF (40 + 9) Recommendations relies on support from the so-called
FATF Style Regional Bodies (FSRBs). 1 These regional groups act similarly to the FATEF,
disseminating information and training assessors in the implementation of evaluation methodologies in
each of their respective member jurisdictions . These groups conduct Mutual Evaluations in Africa, Asia,
the Caribbean, Europe and South America, respectively. Their geographical distribution allows them to
perform the important job of identifying risks and emerging typologies, 32 sometimes identifying ones
that are regionally specific. This enhanced process enables the FSRBs to take preventive measures in a
timely manner and to help improve standards and best practices. Another important contribution of the
FSRBs has been supporting countries in the drafting of laws and regulations that comply with
international standards. They also provide training to judicial officers and financial sector actors to
ensure the correct application of these norms.

As in the case of the FATF, their most important task is to conduct Mutual Evaluations for
member jurisdictions in order to identify potential weaknesses in their national protection schemes, and
to support countries in finding appropriate mechanisms to address them.

Countries of Latin America and the Caribbean are members of either the Caribbean Financial
Action Task Force (CFATF, or GAFIC in Spanish) or the Financial Action Task Force on Money
Laundering in South America (GAFISUD). Some jurisdictions also participate directly as members of
the FATF. *> In some cases, assessments have been conducted with the support of the IMF, through their
Financial Sector Assessment Program (FSAP) and in others with the support of the WB. The third round
of Mutual Evaluations for all Latin American and Caribbean countries performed by CFATF and
GAFISUD was concluded in 2013 with the adoption of Saint Maarten’s report.

1 These groups include the Financial Action Task Force on Money Laundering in South America, Caribbean Financial Action Task

Force, Asia Pacific Group on Combating Money Laundering, the Eurasian Group, the Eastern and Southern Africa Anti-Money
Laundering Group, the Intergovernmental Action Group against Money Laundering in West Africa, and the Middle East and North
Africa Financial Action Task Force.

Methodologies commonly used by money launderers or those who finance terrorism.

Latin American and Caribbean countries that are members of the FATF include Argentina, Brazil and Mexico.

32
33
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3. Egmont Group

In 1995 the recognition that money laundering usually involves the operation of criminal groups in
different countries led a group of FIUs 34 gathered in Brussels, Belgium to establish an informal
cooperation network called the Egmont Group, named after the location of their initial meeting at the
Egmont Aremberg Palace. Since then, the Egmont Group has met formally on an annual basis, and today
operates with the support of a Technical Secretariat based in Canada. This has allowed the Group to
establish formal procedures for operational information exchange, the promotion of best practices and
training. Due to the sensitive nature of the information shared among members, minimum standards for
FIUs wishing to participate have been established, along with the design of a strict process of incorporation
for members. Currently, there are 108 countries with FIUs recognized by the Egmont Group, who been
divided into five working groups in order to carry out functions more efficiently. One of the most important
results has been the negotiation of bilateral agreements to exchange information among members, which
allows for the tracking of international money laundering or the financing of terrorism.

4. Wolfsberg Group

The Wolfsberg Group emerged as an initiative of eleven global banks * for the purpose of elaborating
policy standards aimed at preventing money laundering and the financing of terrorism in the financial
services industry, taking into consideration the characteristics of the business and looking to mitigate the
impact of these threats on productivity. The Group derives its name, in a similar manner to the Egmont
Group, from the place of its first meeting, at the Wolfsberg Castle in Switzerland, where they met to
draft procedural guidelines for the prevention of money laundering through private banking operations.
Thereafter, and as a response to the activities of governments through the FATF and the Egmont Group,
the Wolfsberg Group has produced a series of documents to prevent money laundering, including: “Anti-
Money Laundering Principles for Correspondent Banking”, “Anti-Money Laundering Guidance for
Mutual Funds and Other Pooled Investment Vehicles”, “Guidance on a Risk Based Approach for
Managing Money Laundering Risks”, and the “Statement on the Suppression of the Financing of
Terrorism”. In 2007 the Wolfsberg Group issued its statement against corruption and a subsequent
document in 2011, which identifies some of the measures that financial institutions can take to prevent
bribery and fraud. In addition, the Group is currently working with the SWIFT *° membership and
regulatory bodies to incorporate preventative measures in SWIFT messages to protect the global system
of payments.

5. United Nations (UN)

The increase in financial flows throughout the banking system originating from drug trafficking led in
1988 to the adoption of the United Nations Convention against Illicit Traffic in Narcotic Drugs and
Psychotropic Substances (Vienna Convention), which incorporated a call for the criminalization of
money laundering. In 1998 the UN Political Declaration and Action Plan against Money Laundering was
adopted, and in December 2000 the UN Convention against Transnational Organized Crime was agreed
in Palermo, Italy. This convention also called for the criminalization of money laundering, and focused
on issues of mutual legal assistance, international cooperation, joint research among countries and
extradition. As part of these efforts, and to comply with the provisions of the Vienna Convention, the
Global Programme against Money Laundering, Proceeds of Crime and the Financing of Terrorism

*  As the explanatory note of the Egmont Group of Financial Intelligence Units (FIUs) states, a FIU is a central government agency

responsible for receiving, (as required and permitted by law), analyzing, and distributing among the competent authorities,
information about transactions suspected of having illicit origins, those directed to the financing of terrorism, or any other
information necessary to combat money laundering and the financing of terrorism according to the relevant legislation. The FIUs
may have an administrative character (usually in the Superintendency of Banks), or belong to the Judicial Investigation Agencies or
Police Departments.
3 Banco Santander, Bank of Tokyo-Mitsubishi UFJ, Barclays, Citigroup, Credit Suisse, Deutsche Bank, Goldman Sachs, HSBC, J.P.
Morgan Chase, Societé Générale and UBS.
SWIFT: Society for Worldwide Interbank Financial Telecommunication, is an interbank cooperative established in Belgium.
Through its membership it conducts banking operations and exchanges information. It comprises more than 8,300 banking
organizations, securities firms, and corporate customers in 208 countries.

36

24



CEPAL - Serie Estudios y Perspectivas — México — N° 158 Prevention of Money Laundering and of the Financing...

(GPML) 37 was created as a part of the Law Enforcement, Organized Crime and Anti-Money Laundering
Unit of the UN Office on Drugs and Crime. This unit also performs important training to combat money
laundering and the financing of terrorism.

In late September 2001 the United Nations Security Council adopted Resolution 1373 which
provided a primary legal basis for the prevention of the financing of terrorism at the international level.
This resolution entered into force in April 2002. At the same time, the Security Council also created the
Counter-Terrorism Committee responsible for monitoring the implementation of this resolution by UN
members States. In September 2006 the United Nations Global Counter-Terrorism Strategy was adopted,
including a call for Member States to fully implement the comprehensive international standards
embodied in the forty Recommendations of the FATF on money laundering and the nine Special
Recommendations on the financing of terrorism. 3% The UN Strategy recognizes the support required by
some States in the implementation of the (40 + 9) FATF Recommendations. Consistent with that
recognition, the FATF follows up on the issued resolutions and produces corresponding implementation
guides. % In addition, the FATF provides technical support for their application in various countries,
particularly in developing countries.

6. Organization of American States (OAS)

The Inter-American Drug Abuse Control Commission (CICAD), a specialized agency of the
Organization of American States (OAS), was created in 1986 with the aim of reducing the production,
trafficking and abuse of drugs. As part of its strategy, in 1999, CICAD created the Anti-Money
Laundering Section (AML) that focuses its efforts on providing support and technical assistance to
supervisors and administrators of justice in the Americas. OAS-CICAD has contributed significantly to
the creation and implementation of FIUs, and with the support of the Inter-American Development Bank
(IDB) has organized various training programs for FIU staff, Judges and prosecutors in the region. The
section also functions as the Technical Secretariat of the OAS Expert Group on the Control of Money
Laundering.

The Inter-American Committee against Terrorism (CICTE), a specialized committee of the OAS,
was created in 1999 with an aim to promote cooperation among Member States to prevent, combat and
eliminate terrorism. CICTE participates as an observer in meetings of the FATF. The CICTE Secretariat
has initiated a series of technical assistance and capacity building initiatives to support the region in the
prevention and elimination of terrorism, including targeted programs on border and financial controls,
the protection of critical infrastructure, crisis management programs and the drafting of national polices
in coordination with international, regional and sub-regional institutions and relevant private sector
actors. In 2002 under the guidance of CICTE, Member States adopted the Inter-American Convention
against Terrorism, which entered into force in July 2003.

7. International Monetary Fund (IMF)

The IMF’s fundamental mission is to ensure the stability of the international monetary and financial
system. For this it uses three main mechanisms: monitoring, technical assistance and financial
assistance. One of the most important monitoring activities that the IMF developed in the recent past is
derived from the country’s Financial Sector Assessment Program (FSAP). Since 2001, recognizing the
risk imposed by money laundering and the financing of terrorism on the integrity and stability of the
financial system, the IMF has incorporated an assessment of countries’ regulations and compliance with

37 The objective of the GPML is to contribute to the strengthening and ability of Member States to implement measures against money

laundering and the financing of terrorism and to provide technical support and assistance for detecting and confiscating the proceeds
of illegal activities, as required in the relevant United Nations instruments and international standards.

% The action plan for the Resolution was approved by the General Assembly on September 8th, 2006 (A/RES/60/288).

% The latest guide is the guide for the implementation of the financial aspects included in the 1803 Res Security Council of United
Nations, referring to the non-proliferation of weapons of mass destruction.

25



CEPAL - Serie Estudios y Perspectivas — México — N° 158 Prevention of Money Laundering and of the Financing...

FATF recommendations in their FSAP reports. " This enables the Fund to provide support their
members to overcome regulatory weaknesses, and assist countries that have adopted legislation to
combat money laundering and the financing of terrorism, but face problems in implementation.

8. World Bank (WB)

The World Bank, recognizing the inverse relationship between money laundering and financial stability,
gives technical assistance to developing countries in the implementation of the (40 + 9)
Recommendations. At the same time, it incorporates the IMF's compliance assessments into their
broader financial system assessments. The WB also provides support for the design of appropriate legal
norms and regulations to ensure that they are adjusted to international standards. ! Under the Action
Plan to Prevent Money Laundering and the Financing of Terrorism, the WB has initiated a staff training
program to prepare officers to adequately address these issues with countries. At the same time the WB
is strengthening internal barriers to prevent resources from being co-opted and used in committing these
types of crime in Member States.

9. Asian Development Bank (ADB)

The Asian Development Bank (ADB) based its strategy on the prevention of money laundering and the
financing of terrorism on their programs to support the financial sectors of countries in the region,
linking sector loan disbursements to the requirement that some decisions or policies supporting the
development of laws to regulate these issues are adopted. The ADB also provides Member States with
technical assistance in the implementation of such legislation. The Anti-Money Laundering and
Financing of Terrorism Policy approved by the Board of the Asian Development Bank in 2003
incorporates the following elements: i) Support member countries in their efforts to establish effective
legal and institutional frameworks for the prevention of money laundering and the financing of
terrorism; 1ii) Increase coordination and collaboration with other agencies and international
organizations; iii) Strengthen internal controls to safeguard the resources of the Asian Development
Bank; and iv) Strengthen staff capacities in these areas, according to the policy review in April 2008. 42

10. African Development Bank (AFDB)

Since October 2007, the African Development Bank (AFDB) has strengthened its policy against money
laundering and the financing of terrorism with the adoption of its Bank Group Strategy for the
Prevention of Money Laundering and Terrorist Financing in Africa. * The Strategy emphasizes the need
to comply with the (40 + 9) FATF Recommendations, as well as to assist member countries in the
creation and implementation of appropriate legislation. It is mutually reinforcing in its efforts to support
regional organizations similar to the FATF as a means of extending the effects of the Bank's actions to
combat money laundering and the financing of terrorism, and to coordinate with the FATF, IMF and
WB to make training programs more efficient. The resolution also emphasizes the need for risk
mitigation to ensure that the Bank's resources are used for their intended purposes by Member States.
The Bank Group Strategy also highlights the preparation of reporting guidelines for identifying
suspicious circumstances related to money laundering or the financing of terrorism; the elaboration of a
comprehensive training program for the Bank team involved in the development of operations; and the

" Part of the evaluation of codes and standards by the World Bank and IMF is based on the identification of twelve international

standards relevant to their areas of work: a) Transparency of data; b) Fiscal transparency; c) Transparency of monetary and financial
policies developed by the IMF; d) Principles for effective banking supervision, Basel Committee; e) Objectives and principles for the
supervision of the securities market, IOSCO; f) Insurance supervision principles, IAIS; g) Basic principles for payment systems, the
Committee on Payment and Settlement Systems; h) (40 + 9) Recommendations against money laundering and the financing of
terrorism by the FATF; i) Principles of business management, OECD; j) International accounting standards, International Accounting
Standards Committee Board; k) International auditing standards of the International Federation of Accountants; and 1) Insolvency
and creditor rights of the United Nations Commission on International Trade law.

Enhancing Contributions to Combating Money Laundering, 2001.

Review of Enhancing the Asian Development Bank's Role in Combating Money Laundering and the Financing of Terrorism, April
2008.

“ ABD/BD/WP2007/70-ADF/BD/WP/2007/46.
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clarification of the role of the Bank working group with regard to internal policies to prevent money
laundering and the financing of terrorism.

11. Inter-American Development Bank (IDB)

The Inter-American Development Bank (IDB) developed several joint projects with GAFISUD, CFATF
and the OAS-CICAD between 2001 and 2003 as part of efforts to support the region and to ensure that
some of the countries that had been listed by the FATF as non-compliant were able to improve their
conformity with international standards and develop their own schemes to fight money laundering and the
financing of terrorism. The IDB supported the design of new regulations in Panama and Guatemala, and
the establishment of relevant FIUs. Additionally, the IDB has participated in technical assistance projects
for the training of judicial officers in joint projects with FSRBs and the OAS-CICAD. As part of their
fiduciary responsibility, the IDB has established various internal control programs in order to mitigate the
risk of their resources or resources of the projects they support being used for unlawful purposes.
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VI. Current situation and new challenges for
regulation and supervision in Latin America
and the Caribbean

As previously noted, one of the most important tasks assigned to the FATF is their assessment of
countries’ compliance with the (40 + 9) Recommendations. This is achieved through the use of a
homogeneous methodology and evaluations are conducted by expertly trained FATF assessors. In order
to conduct such assessments, the FATF is supported by FSRBs, and more recently by the IMF and WB.
In the case of Latin America and the Caribbean, evaluations are conducted by GAFISUD, the CFATF or
the IMF. In the latter case, evaluations are then submitted for approval to the FATF or a FSRB to ensure
their consistency. Assessments for Brazil, Argentina and Mexico are conducted directly by the FATF.

In all cases three rounds of Mutual Evaluations have been completed with satisfactory progress,
since most countries have made some significant efforts to prevent the risk of money laundering and the
financing of terrorism. In fact, today no country in Latin America and the Caribbean remains on the
FATEF list of countries with a high risk of money laundering or terrorist financing. Globally, Iran and the
Democratic People’s Republic of Korea (North Korea) remain on this list, with particular concern for
their failure to combat the financing of terrorism and money laundering, noting the serious threats these
pose to international financial system security.

In its statement in June 2014, the FATF identified jurisdictions with strategic deficiencies in
their compliance with anti-money laundering and counter-terrorist financing efforts and who have not
made sufficient progress and/or have not committed to an action plan with the FATF. * The FATF
and GAFISUD note that Ecuador has taken steps towards improving its anti-money laundering and
counter-terrorist financing regime, including by enacting a new criminal code, which includes
provisions to adequately criminalize money laundering and terrorist financing. However, despite
Ecuador’s high-level political commitment to the FATF and GAFISUD, the country has not made
sufficient progress in implementing its action plan, and certain strategic deficiencies remain,

# FATF Statement June 2014. Other Jurisdictions with strategic anti-money laundering and counter-terrorist financing deficiencies that

have not made sufficient progress in compliance include: Algeria, Indonesia and Myanmar.
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particularly with respect to procedures for identifying and freezing terrorist assets. This does not
mean, however, that deficiencies do not still exist in some countries in their effective implementation
of the Recommendations. Next, a summary of compliance with the (40 + 9) Recommendations in
Latin America and the Caribbean is presented. This analysis is based on publicly available
information from the websites of the FATF, the CFATF and GAFISUD, and is derived from
countries’ respective third Round Mutual Evaluation Reports.

Table 2 below shows that the majority of countries in the region still face shortcomings in their
compliance with the (40 + 9) Recommendations. In fact, 33 of the 42 countries surveyed in the region,
were rated Non-Compliant or Partially Compliant with more than 50% of FATF Recommendations. Of
these, ten countries (Argentina, Bolivia, Dominica, Dominican Republic, Guyana, Haiti, St. Lucia,
Suriname, Trinidad and Tobago, and Turks and Caicos) were rated Non-Compliant or Partially-
Compliant with more than 80% of the Recommendations. Based on the results of their third Round
Mutual Evaluations, these countries would require support in their efforts to combat money laundering
and the financing of terrorism.

TABLE 2
LATIN AMERICA AND THE CARIBBEAN: COMPLIANCE WITH FATF (40 + 9) RECOMMENDATIONS 45
Recs. Recs. Recs. Not Core Core Key Key Rating on
Country Rated  Rated  Applicable  Recs.” Recs. Recs.”  Recs. R.5.
C/LC PC/NC Rated Rated Rated Rated Customer
C/LC PC/NC C/LC PC/INC Due
Diligence
Anguilla 28 21 0 3 3 8 2 PC
Antigua and Barbuda 14 35 0 0 6 5 5 PC
Argentina 3 46 0 0 6 0 10 NC
Aruba 9 38 2 2 4 1 9 NC
Bahamas 22 27 0 2 4 6 4 PC
Barbados 22 27 0 4 2 3 7 PC
Belize 11 38 0 0 6 2 8 NC
Bermuda 19 30 0 2 4 6 4 NC
Bolivia (Plurinational 5 44 0 1 5 2 8 PC
State of)
Brazil 24 23 2 3 3 4 6 PC
British Virgin Islands 33 16 0 5 1 9 1 PC
Cayman Islands 38 11 0 5 1 10 0 PC
Chile 23 26 0 4 2 6 4 PC
Colombia 40 9 0 5 1 8 2 PC
Costa Rica 11 37 1 1 5 4 6 PC
Curagao 25 24 0 2 4 5 5 PC
Dominica 7 42 0 1 5 2 8 NC
Dominican Republic 8 40 1 0 6 2 8 PC
Ecuador 14 35 0 1 5 4 6 PC
El Salvador 23 26 0 4 2 7 3 PC
Grenada 13 36 0 1 5 5 5 NC
Guatemala 29 20 0 5) 1 6 4 PC
Guyana 6 43 0 0 6 0 10 PC
Haiti 7 41 1 1 5) 1 9 NC
Honduras 12 37 0 4 2 2 8 NC
Jamaica 30 18 1 1 5 8 2 PC

(continued)

4 C = Compliant, LC = Largely Compliant, PC = Partially Compliant, and NC = Not Compliant.
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Table 2 (Conclusion)

Recs. Recs. Recs. Not Core Core Key Key Rating on
Country Rated Rated Applicable  Recs.” Recs. Recs.” Recs. R.5.
C/LC PC/NC Rated Rated Rated Rated Customer
C/LC PC/NC C/LC PC/NC Due

Diligence
Mexico 24 25 0 1 5 6 4 PC
Montserrat 28 21 0 4 2 6 4 PC
Nicaragua 11 37 1 2 4 4 6 PC
Panama 39 10 0 6 0 9 1 LC
Paraguay 18 30 1 2 4 5 5 PC
Peru 34 14 1 6 0 5) 5 LC
Saint Maarten 16 33 0 1 5 1 9 PC
St. Kitts and Nevis 16 33 0 1 5) 2 8 NC
St. Lucia 3 45 1 0 6 0 10 NC
St. Vincent and the 21 28 0 2 4 6 4 NC
Suriname 5 43 1 0 6 1 9 NC
Trinidad and Tobago 7 42 0 0 6 1 9 NC
Turks and Caicos 10 39 0 0 6 4 6 NC
Uruguay 17 32 0 2 4 3 7 NC
Venezuela (The 18 31 0 1 5 5 5 PC

Bolivarian Republic of)

Source: Data compiled from www.fatf-gafi.org, www.gafisud.info, and www.cfatf-gafic.org.

Note: Ratings reflect compliance in each country's respective Third Round Mutual Evaluation Report (MER).
# Core Recommendations include: R.1, R.5, R.10, R.13, R.Il and R.IV.
o Key Recommendations include: R.3, R.4, R.23, R.26, R.35, R.36, R.40, R.I, R.lll and R.V.

In order to fortify countries’ efforts, particular attention should be applied to their compliance
rates with Core and Key Recommendations. In Latin America and the Caribbean, nine countries were
rated Non-Compliant with all six Core Recommendations, among them: Antigua and Barbuda,
Argentina, Belize, Dominican Republic, Guyana, St. Lucia, Suriname and Trinidad and Tobago and
Turks and Caicos. In contrast only Panama and Peru were rated Complaint and/or Largely Compliant
with all six Core Recommendations. That is to say, the majority of countries in the region face
shortcomings in compliance with Core FATF regulations.

With regard to compliance with the ten Key Recommendations, overall, the region failed to
perform better. With the exception of Anguilla, the British Virgin Islands, the Cayman Islands,
Colombia, Jamaica and Panama, who had compliance rates of more than 80%, the majority of the region
struggled to comply. Performance was again particularly troubling in Argentina, Guyana and St. Lucia
(who failed to comply with any of the ten Key Recommendations) and Aruba, Belize, Bolivia,
Dominica, Dominican Republic, Haiti, Honduras, Sint Maarten, St. Kitts and Nevis, Suriname, and
Trinidad and Tobago (who rated Non-Compliant or Partially Compliant with more than 80% of the
Key Recommendations).

The cases in which less than 40% of the Core and Key Recommendations are met require special
attention. Based on the results of the third round of Mutual Evaluations, 50% of countries in the region
had compliance levels below this threshold. This is particularly true when there are deficiencies in the
implementation of Recommendations 5 and 23 concerning due diligence procedures for customer
knowledge, and legal and regulatory measures to prevent persons associated with the crimes of money
laundering or the financing of terrorism from taking control of financial institutions or becoming final
owners. With respect to Recommendation 5 on customer due diligence, only Panama and Peru were
rated as Largely Compliant with the FATF Regulation, while more than one-third of all countries in the
region were rated Non-Compliant with this critical recommendation.

Compliance with Recommendation 23 regarding banking supervision also serves as an important
benchmark for the security of a country’s financial system. Eleven out of the forty-four countries in the
region were rated Non-Compliant with respect to this Recommendation. When viewed together,
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compliance with Recommendations 5 and 23, serve as central pillars of a country’s financial system and
strategy to combat money laundering and the financing of terrorism. Here the Caribbean nations faced
serious issues in fulfilling the FATF regulations, with Aruba, Bermuda, Dominica, Haiti, St. Lucia,
St. Vincent and the Grenadines, Suriname, Trinidad and Tobago, as well as Honduras rating Non-
Compliant on both Recommendations 5 and 23.

As the above figures have highlighted, Latin America and the Caribbean countries still face some
deficiencies in meeting FATF standards. That is not however to diminish the significant progress many
countries have made to reform their legislation and improve their commitment to addressing these
international threats in recent years. Given the typologies of money laundering found in the region, it can
be concluded that while countries have made significant progress in the implementation of the (40 + 9)
FATF Recommendations, there is still a gap in Latin America and the Caribbean with respect to
international norms. Additionally, the emergence of new forms of money laundering and the financing
of terrorism requires that policies and countries’ regulatory frameworks be periodically reviewed in
order to reflect recent developments.

One of the biggest regional challenges is the emergence of new forms of money laundering that
rely on advanced technological platforms or innovations, including remittance payments by cell phones,
and the proliferation of web-based international financial services including transactions by anonymous
actors in online casinos and other gambling platforms. Other emerging threats which pose significant
difficulty for regulation are the use of pre-paid credit cards, the proliferation of non-banking
correspondents and some novel insurance products. Moreover, in countries that lack adequate regulation,
there is a risk that non-governmental organizations and trusts are used for money laundering. The
detection and regulation of these emerging threats, however, requires a clear understanding of business
practices in order to prevent operators from shifting activities toward informal markets. It is also
noteworthy that there are still some Latin American and Caribbean countries that do not meet most of
the Key and Special Recommendations to counter the financing of terrorism and weapons of mass
destruction. Emerging threats in this regard often stem from the operations of transnational organized
crime groups, including drug trafficking networks. Advances in online technology also pose new risks
for the financing of terrorist organizations, rogue criminal regimes and breakaway nations.

As highlighted previously, the next challenges for the region in terms of anti-money laundering
and counter-terrorist financing efforts will be during the upcoming fourth Round Mutual Evaluations,
which will measure countries’ continued application of international norms, as well as their performance
with respect to the revised FATF Regulations adopted in 2012. With the emergence of new international
issues and threats to financial system stability, Latin America and the Caribbean countries together as a
region will have to strengthen multi-lateral cooperation and improve their capacities to jointly address
these risks.
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Vil. Mexico’s compliance with the FAFT (40 + 9)
recommendations

Mexico, the second largest economy in Latin America and the Caribbean, is a member of both the FATF
and the CFATEF. Given the country’s importance in the region, as well as its integration into the global
economic system through trade relationships and economic cooperation, Mexico provides a particularly
relevant case study of a country that has recently undergone significant reform and taken important steps to
address the State’s capacity to combat money laundering and the financing of terrorism. The following
section will present an overview of the country’s recent Mutual Evaluation results and an analysis of the
efforts Mexico has made to improve compliance and cooperation with international regulations.

In 2008, Mexico underwent its third Mutual Evaluation, conducted by expert assessors from the
FATF. Based on the comprehensive review of data, legislation, and actions taken in the country, Mexico
was rated Partially Compliant or Non-Compliant with 25 Recommendations, or put another way, 51% of
the Recommendations (See Table 3). Of particular concern was Mexico’s performance with respect to
the Core and Key Recommendations, where the country was rated Partially Compliant or Non-
Compliant with nine of the sixteen Recommendations. For Mexico, five Core Recommendations were
rated Partially Compliant, among them: R.1, R.5, R.13, SR.I and SR.IV., while no Core
Recommendations were rated Non-Compliant. Notably, Mexico was identified as having strategic
deficiencies in national approaches to the criminalization of money laundering and in practices and
regulations, with respect to “know-your-client” customer due diligence principles.

As for the Key Recommendations, three were rated Partially Compliant: R.23, SR.I and SR.V, while
one was rated Non-Compliant (SR.III, which refers to targeted financial sanctions related to the financing
of terrorism). Given these important deficits in Mexico’s strategy against money laundering and the
financing of terrorism, the FATF Plenary decided in October 2008, that the country should be placed under
the regular follow-up procedure, with periodic monitoring reports to be produced by national authorities
outlining recent reforms and efforts to address the identified shortcoming in compliance.

Since the results of the 2008 Mutual Evaluation, Mexico has focused on building a
comprehensive and solid legal and institutional anti-money laundering and counter-terrorist financing
framework. The country has issued or amended several laws and regulations aimed at criminalizing
money laundering and the financing of terrorism, in alignment with FATF standards. Serious efforts
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have also been made to improve the prevention of money laundering in the country, through enhanced
coordination among national authorities, including law enforcement and judicial officials, as well as with
international expert groups and International Organizations. The regulatory framework for financial
institutions was reformed in line with the (40 + 9 Recommendations) and integrated all the necessary
financial supervisory and customer due diligence requirements. In addition, all designated non-financial
businesses and professions (DNFBPs) and other risky businesses and professions were incorporated by
law into the anti-money laundering and counter-terrorism financing regime. Efforts to combat terrorist
financing were also strengthened through the establishment of an asset freezing regime for known or
suspected terrorists. Coupled with programs to enhance the judicial process and expedite investigations,
prosecutions and convictions, Mexico has adopted an integrated approach to reform in order to protect
the long-term stability of the financial system.

TABLE 3
COMPLIANCE RESULTS OF MEXICO’S 2008 MUTUAL EVALUATION

Partially Compliant (PC) Non-Compliant (NC)

Core Recommendations Core Recommendations
R.1. (Money laundering criminalization) NONE

R.5. (Customer due diligence)

R.13. (Suspicious transaction reports)

SR.II. (Terrorist financing criminalization)

SR.IV (Terrorist financing suspicious transaction reports)

Key Recommendations Key Recommendations
R.23. (Supervision) SR.III. (FT related targeted financial sanctions)

SR.I. (UN instruments)
SR.V. (Terrorist financing international cooperation)

Other Recommendations Other Recommendations

R.8. (New technologies and non-face-to-face) R.12. (Designated non-financial businesses
and professions (DNFBPs)

R.9. (3rd parties) R.16. (DNFBPs)

R.17. (Sanctions) R.20. (Other NFBPs)

R.25. (Guidelines and feedback) R.24. (DNFBPs)

R.27. (Law enforcement) R.33. (Legal entities)

R.30. (Resources, integrity and training)
R.38. (Mutual legal assistance/Confiscation)
SR.VI. (Money value transfer services)
SR.VII. (Wire transfers)

SR.VIII. (Non-profit organizations)

SR.IX. (Cash couriers)

Source: Authors’ elaboration based on www.FATF-GAFLorg.

As Figure 3 below illustrates, Mexico enacted a multi-dimensional national plan to overcome
shortcomings in its anti-money laundering and counter-terrorist financing strategy. The national strategy
rests on four pillars: 1) Information and organization; 2) Enhancing the regulatory framework; 3) Risk-
based supervision and effective banking procedures; and 4) Transparency and accountability, which
combined serve to enhance national efforts to comply with the FATF Recommendations. Concrete lines
of action for various institutional partners, as well as the banking sector have also been identified to
public-private cooperation efforts.
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FIGURE 3
SUMMARY OF THE NATIONAL STRATEGY TO COMBAT MONEY LAUNDERING
AND THE FINANCING OF TERRORISM
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Source: Interim Follow-up Report, Mutual Evaluation of Mexico, October 2012.

After a process of national reforms, Mexico’s first follow-up report to the FATF was issued in
October 2010, with the second and third issued in October 2012, and 2013, respectively. The Fourth
Follow-up Report, issued in February 2013, illustrated concrete progress in some areas of compliance, but
the country was deemed to have shown insufficient progress with regard to some Key Recommendations.
At this phase, Mexico entered into a process of Targeted Enhanced Follow-up. Subsequent Follow-up
Reports were issued in June 2013 (Fifth Follow-up Report) and October 2013 (Sixth Follow-up Report). In
February 2014, Mexico submitted its 7" Follow-up Report to the FATF, as well as its application for
removal from the Follow-Up procedure, having identified sufficient progress in addressing the gaps in
national compliance, particularly with respect to the Core and Key Recommendations that had been rated
Partially Compliant in the third round Mutual Evaluation (See table 4).

As table 4 illustrates, Mexico, through a rigorous and targeted process of reform, has managed to
make significant strides in addressing the shortcomings of national anti-money laundering and counter-
terrorist financing programs. All Core and Key Recommendations are now rated Largely Compliant, and
the country has shown progress in meeting FATF standards with respect to other Recommendations.
One of Mexico’s major successes in compliance is its improved performance with respect to
Recommendation 1, focusing on the criminalization of money laundering. The Federal Criminal Code
was amended to address technical shortcomings in the definition and operation of money laundering. In
addition, long-term measures were enacted to raise the effectiveness and efficiency of the national
criminal system. The country has recently focused on pursuing the prosecution of high-profile money
laundering cases, thus raising the effectiveness of the new legislation. As table 5 illustrates, the amount
of money seized in recent years in money laundering cases in Mexico has increased rapidly, both in
terms of national currency seizures and those in foreign dollar transactions. From 2009 to 2013,
monetary seizures in Mexican pesos increased 231%, while seizures in US dollars increased by more
than 600% as a result of heightened efforts to monitor, detect and capture flows of illicit money.
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TABLE 4

MEXICO: 7™ FOLLOW-UP COMPLIANCE REPORT WITH FATF REGULATIONS AND PROGRESS
ACHIEVED SINCE THE THIRD ROUND MUTUAL EVALUATION

R.1. (Money laundering criminalization)

R.5. (Customer due diligence)

R.13. (Suspicious transaction reports)

SR.II. (Terrorist financing criminalization)

SR.IV (Terrorist financing suspicious transaction reports)

Key Recommendations Rated Non-Compliant (NC)
SR.III. (FT related targeted financial sanctions)

Key Recommendations Rated PC

R.23. (Supervision)

SR.I. (UN instruments)

SR.V. (Terrorist financing international cooperation)

Core Recommendations Rated Partially Compliant | Analysis in the 7" Follow-up Report
(PC)

Progress made, now Largely Compliant (LC)
Progress made, now LC
Progress made, now LC
Progress made, now LC
Progress made, now LC

Analysis in the 7th Follow-up Report
Progress made, now LC
Analysis in the 7th Follow-up Report
Progress made, now LC
Progress made, now LC
Progress made, now LC

Core Recommendations Rated Partially Compliant | Analysis in the 7" Follow-up Report

(PC)

Other Recommendations Rated NC
R.12. (Designated non-financial
professions (DNFBPs)

R.16. (DNFBPs)

R.20. (Other NFBPs)

R.24. (DNFBPs)

Other Recommendations Rated PC
R.8. (New technologies and non-face-to-face)
R.9. (3rd parties)

R.17. (Sanctions)

R.25. (Guidelines and feedback)

R.27. (Law enforcement)

R.30. (Resources, integrity and training)
R.33. (Legal entities)

R.38. (Mutual legal assistance/Confiscation)
SR.VI. (Money value transfer services)
SR.VII. (Wire transfers)

SR.VIII. (Non-profit organizations)

SR.IX. (Cash couriers)

businesses

Analysis in the 7th Follow-up Report

and Progress made

Progress made
Progress made
Progress made
Analysis in the 7th Follow-up Report
Progress made
Progress made
Progress made
Progress made
Progress made
Progress made
Progress made
Progress made
Progress made
Progress made
Progress made
Progress made

Source: 7" Follow-up Report, Mutual Evaluation of Mexico, February 2014.

TABLE 5
AMOUNTS SEIZED IN MONEY LAUNDERING CASES, 2009-2013
2009 2010 2011 2012 2013
Amount of MXP Seized (in MXP) 247 337 523 97 824 599 179 986 165 354 210379 820412 363
InUSD ¥ 18918998 5187 945 13765874 27093768 62 753 842
Amount of USD Seized (in USD) 1 192 548 522 044 368 343 39 448 8450 770

Source: 7" Follow-up Report, Mutual Evaluation of Mexico, February 2014.

¥ The conversion to USD for all amounts was made with the official exchange rate of 13 January 2014. Source: 7"

Follow-up Report, Mutual Evaluation of Mexico, February 2014.

While the trend in monetary seizures has increased on average over the last five years, the largest
gains have been realized since 2012. As Figure 4 indicates, in terms of both US dollars and Mexican
pesos seized, the levels dropped significantly following the 2009 financial crisis. However, in 2013,
detection of illicit flows of both currencies increased dramatically. It is expected that due to heightened
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national efforts to monitor transactions, and increased cooperation among both national and international
entities, the amounts of illicit funds seized by Mexican authorities could continue to increase in coming
years. The country has adopted an enhanced risk-based approach, which is aligned with the National
Strategy to Combat Money Laundering and the Financing of Terrorism, and will be utilized to supervise

the financial system and address emerging threats.

FIGURE 4
SIGNIFICANT INCREASES IN MONETARY SEIZURES THROUGH MONEY
LAUNDERING CASES, 2009-2013
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Source: 7th Follow-up Report, Mutual Evaluation of Mexico, February 2014.

At the Federal level, the number of prosecutions for money laundering cases have also increased,
indicating the country’s commitment to investigation, and the improved coordination of activities
throughout the banking and judicial system. This also reflects increased cooperation with law
enforcement agencies and FIUs. Despite the sustained increase in the prosecution rate in Mexico over
the last eight years, the conviction rate overall has tapered (See table 6). From 2006 to 2013, in just over
seven years, the number of prosecutions increased by 133%, though the conviction rate dropped from

nearly 60% to less than 20% over this same time period.

TABLE 6
MEXICO: NUMBER OF PROSECUTIONS, CONVICTIONS AND ACQUITTALS RELATED
TO MONEY LAUNDERING CASES, 2006-2013

Prosecutions 36 45 61 45 70 108 128 84?

Convictions 21 18 29 21 27 33 8 15

Acquittals 6 8 8 4 5 5 4 5
Conviction Rate 58,3% 40,0% 475% 46,7% 386% 30,6% 6,3% 17,9%

Source: 7th Follow-up Report, Mutual Evaluation of Mexico, February 2014.

¥ Mexican Authorities report that in 2013 the FIU made 84 requests for money laundering prosecutions directed
to the Federal Prosecutor. In addition, they explained that the Federal Prosecutor could have initiated other

money laundering prosecutions. However, they highlight that at the time, with regard to 2013 data, they do not

have the information for those potential additional cases.

In summary, since the 2008 Mutual Evaluation, Mexico has made some notable progress in
national efforts to combat money laundering and the financing of terrorism. Following the successful
review of its 7™ Follow-up Report in February 2014, Mexico was removed from the formal Follow-up
procedure by the FATF, reflecting the country’s improved performance with respect to Key and Core
Recommendations. However, despite this progress, Mexico still has ongoing work in preventing money
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laundering and the financing of terrorism. A key factor is the country’s ability to demonstrate continued
compliance and cooperation with the existing Recommendations in future evaluations. In addition, some
non-Core and Key Recommendations still need to be addressed for the country to come into full
compliance with the full battery of FATF Recommendations.

Emerging national and international security threats, as well as the sheer magnitude and
complexity of the financial structure in Mexico may weigh on the country’s future compliance.
Worrisomely, the erosion of the rule of law in some Mexican states. Corruption remains a serious
threat to the operations of FIUs, and undermines the effectiveness of the judicial system. An
overarching limitation in compliance, as well as in the prosecution and conviction of money
laundering and terrorist financing violations, is the weak fiscal capacity of the State. This fiscal
precariousness is exacerbated by the extremely low level of tax collection in Mexico, in part due to
rampant tax evasion and elusion, as well as deficiencies in the judicial system that have led to few
convictions and incarcerations for tax fraud.
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VIll. Conclusions

The paper has reviewed the current status of the struggle against money laundering and the financing of
terrorism in Latin America and the Caribbean, with special reference to the case of Mexico. It showed
that there have been significant advances in the majority of countries in the region in establishing
appropriate policies and legislation in the fight against these financial sector security risks. However, it
identified major challenges or obstacles that question the continued and effective application of FATF
Recommendations, as well as countries’ ability to cope with emerging international threats.

Another result of our work is to stress the need for special attention to provide technical support
to countries in Latin America and the Caribbean that, according to the Mutual Evaluations conducted,
have not yet achieved compliance with more than 50% of the (40 + 9) FATF Recommendations.
Important concern rises for countries that have low levels of compliance with Key Recommendations,
particularly those who do not comply with Recommendations 5 and 23, relating to due diligence
requirements for customer identification, and the absence of laws and regulations that seek to prevent
people linked to money laundering or the financing of terrorism from being able to exercise control over
or become owners of financial institutions. Coordinated action is required by the international
community in order to strengthen these countries’ capacity to identify and prosecute criminal activities,
including tax evasion and corruption, as well as to comply with international norms aimed at promoting
international financial stability and security.

This article also identified new and emerging threats to the financial sector and, more broadly, to
macroeconomic security that require the design and implementation of international regulatory
standards, particularly with regard to technological advances. Proper systems for monitoring and
evaluation will help individual jurisdictions to identify and manage emerging risks. Close transparent
cooperation with other jurisdictions and supportive international organizations, including specialist
groups and public-private partnerships, can help take a global approach to combating emerging financial
crimes, as well as the financing of terrorism and weapons of mass destruction.

The same technological innovations that enable the emergence of new risks also provide the
international community with tools to combat money laundering and terrorist financing. Technology —
based intelligence monitoring, advanced data analytics, and ever-modernizing capacities to share
information and analysis in real time with international counterparts, including with law enforcement
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and judicial agencies, can help to stem the flow of these threats, and strengthen the security of the
international financial system.

For the case of Mexico, and looking ahead, its next Mutual Evaluation will be conducted in 2018.
The country will be required to demonstrate continued compliance with the previous Recommendations,
as well as compliance with the amended set of 2012 FATF Recommendations. The country will also
face a stricter set of penalties in the case of non-compliance, including inclusion on the FATF’s lists of
high-risk and non-cooperative jurisdictions. At this moment, we see no evidence to doubt that if Mexico
keeps strengthening its commitment and efforts to improve national regulatory, legal and judicial
systems, in 2018 it will be able to show full compliance with the Recommendations.

40



CEPAL - Serie Estudios y Perspectivas — México — N° 158 Prevention of Money Laundering and of the Financing...

IX. References

“About Egmont Group” (www.egmontgroup.org).
Asian Development Bank (2001), Enhancing Contributions to Combating Money Laundering.
(2008), Review of Enhancing the Asian Development Bank’s Role in Combating Money Laundering
and the Financing of Terrorism.
“Bank Secrecy Act” (www.fincen.gov).
Bartlett, Brent L. (2002), The Negative Effects of Money Laundering on Economic Development.
Financial Action Task Force (2006), Summary of the Third Mutual Evaluation Report on Anti-Money
Laundering and Combating the Financing of Terrorism.
(2006), The Misuse of Corporate Vehicles, Including Trust and Company Service Providers.
(2008), Mandate 2004-2012.
(2011), Annual Report 2010-2011.
(2012), Annual Report 2011-2012.
(2013), Annual Report 2012-2013.
(2013), The Methodology for assessing compliance with the FATF Recommendations and the
Effectiveness of AML/CFT Systems.
Financial Action Task Force of the Caribbean (2008), Regional Typologies.
Financial Action Task Force-South (2006), Regional Typologies.
(2008), Regional Typologies.
“History of Anti-Money Laundering Laws” (www.fincen.gov).
John Walkers Consulting Services on the Australian Economy (1995).
Lyman, Timothy and Wameek Noor (2014), AML/CFT and Financial Inclusion: New Opportunities Emerge
from Recent FATF Action, CGAP Focus Note No. 98.
United Nations Security Council Resolutions 1540 (2004), 1673, 1695, 1718, 1737 (2006), 1747 (2007), 1803
and 1810 (2008) and 2178 (2014).
United States Department of State, Bureau for International Narcotics and Law Enforcement Affairs (2008),
International Narcotics Control Strategy Report Volume II Money Laundering and Financial Crimes.
United States Department of Treasury (2007), National Money Laundering Strategy.
United States Department of the Treasury, Financial Crimes Enforcement Network (2014), Strategic Plan,
2014-2018.
USA PATRIOT Act (www.fincen.gov).
Wolfsberg Anti-Money Laundering Principles (www.wolfsberg-principles.com).

41






CEPAL - Serie Estudios y Perspectivas — México — N° 158 Prevention of Money Laundering and of the Financing...

Annex

43






Prevention of Money Laundering and of the Financing......

CEPAL - Serie Estudios y Perspectivas — México — N° 158

(panunuoo)

Od| ON|Od| O|ON| O|ON| 2| 2| O1|ON| 2| 2| 2| 2| 21|2d| 2|ON sanbiuyos) uonoesuel} 81N28S R 494N BYIO 0Z°Y
O| Od|ON| O| 01| 2| 2O 2| 2| 2|od| O|ON| 2|ON| 2| 2| O] O Buiodal jo suloy Jayi0 61
O1| Od| ON| 2| Ood| 9| O/ 90d| 2| Od|[ON|O17|D2d| 2| O|ON|Od|ON| O syueg [18ys gLy
Od| Od| ON| Od| Od| 97| Od| 2| Od| O1|ON|Od|ON| O7|Od| ON|ON|Dd| od suonoues "1y
ON| ON| ON|ON| ON| Od| Od| Od| Od| ON|ON|ON|Od|ON|Od| ON|ON|ON | Od sd94NQ 9Ly
Od| Od| Od| O] Od| 07| 0d| Od| Od| 21|{0d|2d|Od|2d|Dd| ON|Od |ON| O Jypne % 8oueldwod ‘S|0Au0D [eUIBIU| "GLY
Od| Od| 01| Od| ON| 2| O] 21| 21| 2|2d|2d| 21|2d| 2| Od|2d|2d|2d yo-buiddy ou g uonosloId YLy
Od| Od|ON| Od| Od| 21| 21| 21| 21| 21|{2d|2d|Dd| O7|2d| Od|ON|Dd | 2d Bunuodas suopoesuel) snoidsns g1y
ON| ON| ON|ON| ON| Od| ON| Od| Od| ON|ON|ON|Od|ON|Od| ON|ON|ON | Od sdg94NQa ZL'Y
Od| od| Od| Od| Od| 27| 91| 21| Od| O1|Od|ON| O|0d|2d| Od|2d|ON| 21 suopoesuel) lensnun L1y
Od| od| O] 01| 07| 21| 21| 21| 21| 21{ 21| 271|Od|ON|2d| O1|2d|[ON| O1 Buidesy pioosy 0LY
Od| ON| Od| O|V/IN| O| 01| Od| Od|V/N|Od|ON|ON|Od|Od| ON|ON|ON|Od sieonpouul @ seied piiyl 6y
ON| O1|ON| O|ON| O1| O| 27| 9d| O1|2d|ON|ON|Od|Dd| ON|DOd|ON| O1 $S8UISNq 808}-0}-80B}-UOU %} sB1B0j0UYo8} MBN "8
Od| Od| ON| O1| ON| Od| O|ON| 07| O1|Od|ON|DO1| OT|ON| ON|ON|ON| 01 Bujueq yuspuodsalio) /Yy
Od| Od| ON| 21| ON| Od| 2d| 21| 27| O1|Od|ON|D1|2d|2d| ON|Od|ON| 21 suosiad pesodxa Ajleonijod "9y
Od| Od| ON| Od| Od| Od| Od| Od| Od| Od | Od |ON|ON | Od | Od | ON|ON | 2d | od 8ouabiip anp Jawolsn) "Gy
D1| 01| 2d| od| 21| 2| 21| 2| 2| 21|21 2|2d|2d| 21| 21|2d|2d| 21 sme| Ao8108s uolNIsUl [BIOUBUIH Y
Od| Od| od| 21| 21| 2| 21| 21| 2| 9d|[D1|2d|21|2d| 2| 2d|2d|D21| 21 $8INSEBW [BUOISIACID PUB UOIEISHUOD "€y
21| 27| 21| 91| od| 2| 9d| 2] 21| 2d|2d| 01| 21| 21| 2| 21|2d| 21| 01 Ajngey syesodiod zy
D1| Od| Od| 21| od| 21| 21| 21| 21| Od|[2d| 271|2d| O71|2d| O1|2d|2d| O1 uonezijeuiwuo Buspune| ASUol "Ly
TS SIc|e|S|2IS|E|T|EIEIEIEIEIZ(Z(2]2 HoBepURILIoo%Y
S22 3|3 |2|g|Z|s 2|8 |F|3|F|2|2|51|C |8 |¢
s |5 /3(2 |83 |° |8 |S|=|s|2|® (2|3 |® |2|¢|&

3 |3 - = =
S8 (8 |° |F B A 5|8 |g |8 5 |o [P

] Y o |3 c S

X Q m = o

S = S [vy)

T W 73 17 [

& ) g o

= W. ) m.

0 ) o [

SNOILVNTVAT TVNLNIN 40 ANNOY "€ ‘SNOILVANIWNODIY (6 + 0%) 41V HLIM IONVITdNOD :NvIELI¥VI FHL ANV VIININY NILV]

-V 31avl

45



Prevention of Money Laundering and of the Financing......

CEPAL - Serie Estudios y Perspectivas — México — N° 158

(panunuoo)

Od| O1| O 91| 91| O 3| O O| 91|0d| O[{0d|J1| 07| Od|ON|O1| O uones2dood [euoieulsiul JO SWIOY JBYIO 07y
O1| O7| 07| 91| 97| 27| O] Of O| 97| O|OT|ON| O| O| 97|0d| 9| O1 uonipelxy '6€
07| 0d| Od| O|O0d| 97| O7| Of O| 07|0d| 07| 017|0d| 97| O0d|{0d| O1| O Buizeay g uol}EISLUOD UO VA "8E™Y
01| 0d| O] 01| 01| O] 0d| O O 9|01 O9/017| O O 2| O] O| O Ayjeuiuuo [eng “2¢d
O1| Od| 01| 91| Od| O| Od| 97| O| O1|0d|O1{ID17|dd| 03| Od|dd| O| O eouejsisse [eba| [eniny ‘9"
01| Od| Od| Od| Od| O| O] O17| 01| 0d|0d|{Od|[Od| O1|Dd| Od|Od | 01| O1 sjuswniisul [euofjeuldiu] ‘Ge Yy
Od| ON|ON| O7| ON| O1| ON| O| O1|V/IN|Od| O|[ON|Od|OT|V/IN|ON|Od| O1 slaumo [elolyeusg-sjuswabuele [eba gy
Od| Od| Od| Od| ON| 01| Od| O|O0d| Od|Od| O|ON|Od|OT| ON|ON|ON| O slaumo [eloyeusq - suosiad [efoT "gey
O1| ON| ON| Od| ON| O] Od| 07| 07| Od|Od|Od|ON|O7|{Od| ON|ON | Od | Od sonsnels 'zey
O1| 07| 0d| Od| 97| O7| Od| O| O| O1|ON|Od|ON| O| 0| O0d|Od|O1| O uoneladood |euoleN “1LgY
Od| Od| ON| Od| Od| 07| 01| Od| Od| Od|Od|Od|ON|Od|Od| ON |ON | Od | Od Buiutesy @ Absyul ‘seoinosey 0gy
Od| Od| Od| 07| Od| 07| Od| 07| O| O0d|Od|O0d|Od|O7|Od| ON|ON|Od | Od slosiredng "627Y
01| 0d| O9d| 91| O O O O O 01|0d| 9|01 O O] 0171|2017 O O saljlloyine jusjadwod Jo siemod '8z
Od| 01| 0d| 07| 97| O O| O| O| O1|{ON|OD1|0d| O] O] 0d|0d|O1| O S8ljlioyine JusWadIojud MeT "2y
Od| Od| Od| Od| O O| 01| 01| 01| O1|{0d|D1|(2d|O1| O| Od|3d|Od|Od spun sousbl||sjul [eloueuld "9z Y
Od| Od| ON| Od| Od| 01| Od| O17| O1| Od|Od|Od |ON|Od| O1| Od|Od | Od | Od 30eqPas) @ saulldpINg G2y
ON| ON|[ON|ON|ON| Od|ON| O7| Od| ON|ON|ON|ON|ON|Od| ON|ON|Od|Od Bupoyuow g uoisiaiadns ‘uonenbal sd94NA vZ'd
Od| Od|ON| 07| Od| O1| Od| O1| Od| Od|Od|ON | Od | Od|Od| ON | Od |ON | Od uoisinledng "€z
Od| Od| Od| O|ON| O|Od| 07| O0d| Od|Od|ON|ON|Od|Od|V/N|ON[ON| O saLelpisqns @ sayouelq ubleiod 'zzo
Od| Od| ON| Od| ON| 01| O1| 07| Od| Od|ON|ON|Od|ON|Od| ON|ON|ON| Od S8LUN02 Ysii Jaybiy Joj uonusye [eads L.z
T ElC(S eSS (T (T|EIF(E(F|E(Z (2|22 UoRepURIo3Y
Ss13 3|5 |2l |E|s|Z|8|Z|3|F|2|2|51|C|&|¢e
e 5|5 |8 (3 |°|8|&|=|5|2|° (2|53 |2|€|E

= = o =" —
S8 |8 |° |F B > s 5|8 |g|8 3o |®

= 1Y o |3 c =

X O 5 =3 Q

) 3 = B (0]

2 & |z @ 2

o ES 2 g

= 3 ® c

° & S g

(uonenuyuo9) |-v o|qeL

46



Prevention of Money Laundering and of the Financing......

CEPAL - Serie Estudios y Perspectivas — México — N° 158

(panunuoo)
Od|VIN| Od| Od| ON| 01| O0d| Od| O| Od|Od|ON|Od|O1|Od| ON|Od | Od| Od $J3LN0J Ysed "XI'd
ON| ON| ON|ON| Od| ON|ON| Od| Od| ON|ON|Od|ON| O17|({Od| ON|ON |ON|ON suoljeziuebio Jyoid-uoN “|IIAY
Od| Od|ON| 01| Od| 01| O0d| Od| O1| OT|ON|ON|ON|[Od|ON| ON|Od|ON| Od Siajsued) aJIp TIINY
Od| O1| ON| Od| Od 0|1 0d| OT| ON| OT{ON|Od|Od|ON| OT1| ON|ON|ON| Od SduepiWal dAlleuIsllY “INH
OT| ON| Od| O1| ON| O1| OT| O7| O| Od|ON| O[ON|Od|OT1| ON|Od| O1| O1 uoliesadoo [euoeulsiul ‘A
Od| ON| ON| Od| ON| O1|ON| 01| O| O1|ON|[Od|2d|D1| 2| Od|ON|ON | Od | wslows} 0} psjejas suopoesuel) snoldsns Buiioday “Al'Y
ON[ON|[Od|Od| ON| Od|[ON| 01| O|ON|ON|[O1|0d|Od|[Od| ON|[ON|ON| O1 S}OSSE }s110.49} Buieosyuod @ Buizeaid *||I°Y
Buniepune| Asuow
Od| ON| Od| Od| ON| O| O1| O7| O1| ON|ON|Od|Od| O|O1| ON|Od|Od| O1 POJEI0SSE pUB WSHOLS) J0 Bupueul sy} BUiZiieuiwig ||y
Od| ON| Od| Od| ON| Od| Od| OT1| O1| ON|ON|Od|Od|Od|Od| ON | Od | Od | O sjuswinisul NN jo uopejuswaldwi ' uonesyiiey 'y
T E gl |S|8 (ST (EIFIE(T|EZ (2|22 oRepUSLILIO32Y
c 3 3 3 » ° = | < = o = | = = |3 |3 c Q = Q
O (2 |2 a8 o |3 |o |% | |3 |N ® | T 18 @ |
HEREREEEFRE 5 | = 5 g |® |2 |23 |® |2 | |=
S |9 |g |o |B |T S5 | < = | & o | ® 5 |02y
Y 1Y o o —_ = | » 7] o )
=] Q 0 nm c =]
X O 5 2. Q
o 3 3 w
D & |z @ ]
s | |2 g
o & S g

(uonenuyuo9) |-v o|qeL

47



Prevention of Money Laundering and of the Financing......

CEPAL - Serie Estudios y Perspectivas — México — N° 158

(panunuoo)
sanbluyos}
ON[O7|O0d| 07| Od| O] Od| O O|ON|ON|OT| O7| O|ON|[ON|ON|ON| O| O]|0d| O uopoesURS 8n98S B dg4N JoUI0 02y
O] O|ON|Od|ON| O|ON| O] O] 01| 0d| O O|ON| O| O1| O| OT|ON| O|ON| O Buiuodau Jo swioy J8YlO 61 Y
0(0d|{0d|0d| OAd|ON|ON| O O O7| O O Of O|0O1| 071{0d| Od|O1| OT|ON| O1 sjueq |I8YS ‘gL
O7| 07| Od|ON| ON|ON| Od|ON|Od| OT7| Od|OT| Od| OT|Dd| OT7|{ON| ON|Od | Od|Od| Od suonoues /1Y
ON|[{ON|ON|[ON| ON|[ON| ON|ON|ON| Od| ON|Od| ON|Od|ON| ON|ON| ON|ON|ON|ON|ON Sd494Nd 9L'd
07/0d[{0d|Od| ON|Od| Od|Od| O| O] O0d|O1| Od|O1|O1| 071{0d| Od|dd| O|ON| O1 Jipne ' douel|dwod ‘s|oAU0d [eulsiul "G Y
Od| 01| O3[0d| Od|[ON| Od|Od|{0d| O| O| O|0d|{O2d| O| O1| O O|O1] O|0d| O #o-Burddi ou g uonosjoId | Y
Od|[ON|[Od|ON| ON|Od| ON|ON|ON| OT| O1[ 01| Od|[O1|{Dd| Od| OT| ON|ON | OT|ON| O Bunodal suonoesuel snopidsns "¢y
ON|[{ON|ON|[ON| ON|[ON| ON|[Od|ON| Od| ON|Od| ON|Od|ON| ON|ON| ON|ON |ON|ON|ON Sd94Na ¢2L'd
OT|ON[ON|[Od| ON|Od| ON|Od| 01| O7| 91| D1 Od|O1|O1| Od|{Od| 07| D1 OT|ON| O suopoesuel} [ensnun L LY
Od| O1|Od|ON| Od|O1| ON| O1|0d| O| O1[{ 01| Od|[O1| O| dd| O| O1|0d| O1| O1| I Buidssy piodsy ‘0L Y
ON[ON|Od|ON| ON|ON| Od|[Od|Od| Od|V/IN|Od| Od| OT1{Od| O7|ON| ON|Od| OT|ON | Od sJaonpoul g saiped piiyL 6y
ssauisnq
Od|ON|Od|[ON|ON|Od| ON|Od| O] OT| ON|O17| Od|Od|Od| Od|ON| ON|ON|Od|ON | Od 508}-0}-808}-UOU % S8160J0UYD8} MON 8"Y
ON|{ON|ON|[ON| ON|[ON| ON|OT1|O1| O1| ON|O17| Od| 07| OT1| O1|ON| ON| O17| OT1|ON|ON Bunjueq juspuodsalio) /Y
ON|{ON|ON|[ON| ON|[ON| ON|OT|O1| O7| Od| O17| Od| 07| OT| O1|ON| ON|Od|Od|ON|ON suosiad pasodxe Ajjeoniiod "9y
Od |[ON|[ON|ON| ON|ON| ON|ON|Od| OT7| Od | O1| Od|{Od|[Od| Od [ON| ON | Od | Od | ON | Od 2ousbi|Ip anp JawoisnY "Gy
0|10d| 0|0d|0d|{O0d| Od| O|O1| O1| O1| O 01| O 9| 91| 0| 0d|dd| O O| O sme| A08108S UolNISUI [BIOUBULY “H'Y
Od| 01| O01|0d| Od|O1| Od|Od|Od| Od| O71|[ D1 O1{D71|D1| O71{D1| O0d|3d|I3d| O1| O sainseaw [euoisiAoid pue UOHEISHUOD "€y
O07{ 01907 0d| 97| O] O7|O1| 27| O 01| 2|1 0d| 97|07 O|O1|92d|9I17| 97| 07| 01 Ajngel| syesodiod 'y
OT1| O1[{Od|[ON| Od|Od| Od|Dd | D1| O1|{ Od | D1| 31| I1|Dd| Od| D71 ON[Od | O7|3d | O1 uonezijeuiwno Buuspune| AsUol "Ly
S5 SIZ|3|2922 2 82 5 |5|Z 5|58 Z|5|gl2 9D oRepURLILIOIRY
S|E | |5 |5 |® S22 |3 |21/8 |[3|%x |3 |3 |5 |<|s |2 |o»
ol@ (> |5 |5 |3 c |1 2|2 |& |2 |8 2|5 |2 | |2 |2 |2
NlE |? |2 |g <SS | & Q@ 3|8 |@ |9 |z | S5 | | | =
cl © g Q =i 0, =+ | =2 [ «Q ® | O 0 S N 3 o | S
ol< |5 |2 |2 535 |2 |0 s | D |<Q ) 8 |3 3183
o 2 | [® |38 o | < s |8 ® Y S
— o |3 » 3 3|2 - =
3 o |2 - g
° o - 4
w o | S 5 2
2B E] |8 |
7 ° =
] o

(uonenunuo) L-v e|qeL

48



Prevention of Money Laundering and of the Financing......

CEPAL - Serie Estudios y Perspectivas — México — N° 158

(panunuo)

O|ON|Od|Od| Od| O|0d|0d|0d| O| O] O|O0d|OJ1| O|Od|Od|ON|Dd|D1|I17| D1 uonyeladood [euoleuIdlul JO SO JBUIO 07"
O1| 3| 91901 97| O|ON| O0|0d| O O O O|901|01] O2]0d| O01{0d| 91| O|0d uonipelixg "6€'d
Od| O7|{0d| 07| 3d| O] 91| 917|{0d| Od| OT|O1| 3d|D1|0d| Od|Od| Od|ON|Od| O1| O1 Buizeayy g uonedsyUOd Uo YN "8E™Y
O1| 3| 91901, 0d| O|ON| 2|01 O 01901 O|017|017| 07|21 O1|{ON| O| 3| O Ayjeuiwno [eng “2¢d
01| 01{0d|[O1| O|O1|0d| O3|2d| 21| D1 O| 91| O7| D1 O1{dd| O1|{ON| O7| O| I1 douejsisse (e [enniy 9¢ Y

O|OT7|Od|ON| Od|[O1|ON|Od|Od| Od| Od| D1| O1|{Od|O1| Od|Od| ON|Dd| O|Od| O sjuswinJjsul jeuonjeulsiu] "Gey
Od| OT|Od|[ON|V/N[ON|ON|OT7|{ O] O] OT[|OT|V/N|DO1|O7| O|ON|V/N|ON|OT|ON| O1 SIBUMO [elolyousq-sluBWabueLE [eBaT pg Y
ON|[ON|Od|Od| ON|Od| Od| OT|ON| O| Od|ON| ON|Od|ON| OT1|ON| ON|Od|ON |ON | Od SJBUMO [efolyuaq - suosiad (e 'ge Y
ON|[ON|Od|[Od| ON|OT| ON|Od|Od| Od| Od| J1| Od|Od| O1| O1|O0d| ON|ON|Od | Od | ON SolsiielsS '¢e'
07/0d[{0d|0d| OT|O1| ON|Od|Od| O| O0d|Od| Od|Od| OT1| O1|ON| Od|ON | Od| Od | Od uoneladood [euoleN "€y
ON|[{Od|ON|[Od| Od|[Od| ON|Od|Od| O7| Od| J1| Od|Od|Od| OT|ON| ON|ON|Od | Od | ON Buiutes) g Absjul ‘'se0IN0ssYy "0¢Y
OT| OT|Od|[ON| ON|Od| Od|Od| O1| O 01|01 0d|O1| O] O7|0d| Od|Od| 07| O1|Od slosinedng 62y

O O O Of O 91017101 O O] O] O9[0d|017|91| 91| 0|0d|dd| O|9O1| O SaljlIoyINe Jus}adWod JO S1amod ‘82"
Od| O O[07|0d|[Od| ON|ON|[Od| O7| Od| O|O0d|O17|0d| O7|O7| Od|ON|Od| O1| O SaljoyIne JuswadIojus MeT "/Z Yy
Od|Od|Od|[ON| Od|O1| Od|Od|ON| OT1| OT[{O7|ON|Od| 01| O7|{3d| Od|ON| O1| 07| Od sjun esouabl|j@jul [eloUBUIS "9Z" Y
OT|{ON|[ON|[ON| Od|O17| ON|Od|Od| Od| ON|Od| Od|Od|{Od| Od|ON| ON|[ON| O7|Od |ON 30EeqpPa8) R saulldpINg 'GZYH

Buriojiuow
ON[ON|ON|ON| ON|ON| ON|[ON|ON| ON| Od|Od| ON|Od |[ON| ON|ON| ON|ON|ON |ON |ON % uoisinadns ‘uonenbel sqg4Nd bz'Y
Od|Od|Od|[ON| ON|[ON| ON|Od|Od| OT1| Od| D17 Od|D1|Od| OT|ON| ON|ON|[Od | Od | Od uolsintedng ‘gz Yy
Od|Od|ON|[ON|ON|O1|ON| O| O| Od|ON|[O7|Od|O17| O| O1|{ON| ON|ON|Od|ON|Od selelpisqns g sayouelq ubleiod 'zzo
Od|ON|ON|ON| ON|ON|V/N|Od|Od| OT| ON| 2| Od|Od|O7| Od|[ON| ON|ON| OT|ON|Od| seumunod ysii Jaybiy oy uojusye [e10ads “LzY
S H BB EEEE UONIEPUBIL05Y

S| |2 |3 |2 @ - S| |8 |2l |[3|%X|3 |3 |2|< |8 |8 |

o #Flsgl5 |2 2| & € T - |5 | D o g (& |3 |

N| © o <& = Q 3 o » 0 2. s 5 o o =2

cl o o [ Q = O - = c «Q (1] o Q = o 3 Iy S

o< |3 |2 |3 |53 |2 |0 2 |® e |3 v e o (o |8

o 2 (o |® 33 8 |2 < S |9 o > )

= o |3 3 a2 |a - =

m._ = b4 =}

s [8]¢ 5|2

7 ° 5

° o

(uonenunuo) L-v e|qeL

49



Prevention of Money Laundering and of the Financing......

CEPAL - Serie Estudios y Perspectivas — México — N° 158

B10-o1e6-1BI0 MMM pue ‘ojul pnsieb mmm ‘610 ieb-j1e; mmm woly paidwiod ejeq :924n0s

ON[ON|ON|ON| ON| OT| ON|[ON|ON|V/N| ON|Od| Od|ON|Od |V/N|Od| Od|Od| 3d | ON | Od $131N0d ysed "XI'd
ON[Od|ON|ON| ON| OT| ON|[Od|ON| O7| ON|Od| Od|Od|Od| ON|ON| ON|ON| Od |ON | Od suoyeziuefio Jyoid-uoN “[IIAY
ON[ON|ON|ON| ON|ON| Od|[Od|Od| O7| ON| O| Od|D1|{Od| Od|ON| ON|ON| OT|ON | Od slgjsued; adIp “IIAY
Od|{ON|Od|[ON| ON|[Od| ON|Od|ON| OT| OT| OT1| ON|Od|Od| OT1|ON| ON|Od| O7|ON|ON souepiwal sAljeulR)Y IA'Y
OT|Od|[O71|{ON| ON|OT1| ON|Od|Od| Od| Od|D1| Od|Od|Dd| OT1|{Od| ON[ON| O7|3d | Od uonesadood [euoneussiul ‘A
WISLI0.1J3} 0}
Od|ON|[Od |[ON| ON|[ON| ON|ON|ON| OT| ON|[O17| Od|O1|Od| Od| O| ON|Od| O7|ON|Od paje|al suonoesuel; snopidsns Bulodsy “AlY
ON|[Od|OT1|ON| ON|ON| ON|[Od|Od| ON| ON|Od| ON|Od [ON| O7|ON| ON|ON|Od |[ON | O1 sjosse }slio.s) Buieosyuod g Buizeaid *||1°y
Bulispune| Asuow pajeloosse
Od|Od|[Od|[ON| ON|[O1| ON|Od|ON| OT1| ON|[O1| O1({O0d|Od| O7|{Od| ON|Od| O1|ON| O puE WsHoLa} J0 BuUIdUBUY SY} BUIZIRUIWLY || "y
sjuawinJ}sul
Od|Od|[Od|[ON| ON|(ON| ON|Od|[Od| Od| Od|[ D17 Od | D1|Od| O7|Od| ON|Od|Od|Od| O N 40 Uoneuswajdwi g uonesyney |y
S SE |3 2522 (2|2 F|5|5|E|E|EF|5|5/2/9/9|C UOREpUBWILI0oY
3/ | |5 |3 |@ = | g P 3 s | x |3 S |2 < |9 | |o
ale |X |2 |5 |5 r | x c |9 | |8 |2 |23 |22 (S /2|3 |8
N| © (7] o N o0 <L S - = «Q 3 w 7 (2] = c 5 (1] Q -
cle o (2 252 |7 |0 S @ |2 |©° |9 |5 5 |3 |2 |5
o< |5 |2 |3 Sale o Q = 3 LY o0 2 | |8
) 2 (o |® Bo g |3 < S |8 Z y o
- o |2 n 3 2 |° - o
3 & o - =
a o | o z
w o m. W M
S o g o ry
< «Q
7 ° =
o (1)

(worsnyou0)) -V 9[qeL

50



CEPAL - Serie Estudios y Perspectivas — México — N° 158 Prevention of Money Laundering and of the Financing...

UNITED NATIONS Serie

ECLACYStudies and Perspectives — Mexico

Issues published

A complete list as well as pdf files are available at
www.eclac.org/publicaciones

158  Prevention of Money Laudering and of the Financing of Terrorism to Ensure the Integrity of Financial
Markets in Latin America and the Caribbean, Willy Zapata, Juan Carlos Moreno-Brid and Stefanie Garry,
LC/L.3931, LC/MEX/L.1167, November 2014.

157  La participacion del trabajo en el ingreso nacional. El regreso a un tema olvidado, Norma Samaniego Breach,
LC/L.3920, LC/MEX/L.1165, noviembre de 2014.

156  Los desafios estratégicos de la integracion centroamericana, Pedro Caldentey, LC/L.3897, LC/MEX/L.1159,
septiembre de 2014.

155  Monopolios de estado y politicas del cambio climatico en México. ;Bastiones de cambio o barreras
estratégicas?, Miriam Grunstein Dickter, LC/L.3886, LC/MEX/L.1156, septiembre de 2014.

154  Cuentas de energia como instrumento para evaluar eficiencias sectoriales en la region centroamericana,
Juan Pablo Castafieda, Renato Vargas, Juventino Galvez y Héctor Tuy, LC/L.3887, LC/MEX/L.1155,
septiembre de 2014.

153 Censos y poblacion indigena en México: Algunas reflexiones, Juan Cristobal Rubio Badan, LC/L.3863,
LC/MEX/L.1150, julio de 2014.

152 Analisis de algunas medidas fiscales en México y sus implicaciones bajo un enfoque de equilibrio general
computable, Rodolfo Minzer, Arturo Pérez y Valentin Solis, LC/L.3817, LC/MEX/L.1143, abril de 2014.

151  Analisis estructural de la economia mexicana. Algunas medidas de reforma fiscal y su impacto en la
recaudacion tributaria y la pobreza, Rodolfo Minzer y Valentin Solis, LC/L.3783, LC/MEX/L.1139, febrero
de 2014.

150  El desarrollo econdémico y social en América Latina: El doble atraso, Federico Novelo, LC/L.3776,
LC/MEX/L.1138, febrero de 2014.

149  Disponibilidad de remesas externas y pobreza en los hogares: Un andlisis aplicado al caso de Haiti,
Randolph Gilbert, LC/L.3742, LC/MEX/L.1134, diciembre de 2013.

148  Mercados laborales, migracion laboral intrarregional y desafios de la proteccion social en los paises de
Centroamérica y la Republica Dominicana, Mariela Buonomo Zabaleta, LC/L.3737, LC/MEX/L.1124,
noviembre de 2013.

147  Crecimiento econdémico y cohesion social en América Latina y el Caribe, Mariela Buonomo Zabaleta y
Pablo Yanes Rizo, LC/L.3713, LC/MEX/L.1112, octubre de 2013.

146  Politicas para la insercion de las microempresas y las pequeiias y medianas empresas en cadenas globales de
valor en América Latina, Federico Stezano, LC/L.3700, LC/MEX/L.1106, agosto de 2013.

145  La erosion del orden neoliberal del mundo, David Ibarra, LC/L.3674, LC/MEX/L.1104, julio de 2013.

144  Crecimiento econdmico, innovacion y desigualdad en América Latina: Avances, retrocesos y pendientes
Post-Consenso de Washington, Gabriela Dutrénit, Juan Carlos Moreno Brid y Martin Puchet Anyul,
LC/L.3673, LC/MEX/L.1103, julio de 2013.

143 Reforma laboral, desarrollo incluyente e igualdad en México, Gracicla Bensusan, LC/L.3624,
LC/MEX/L.1098, abril de 2013.

142  Dilema del suministro de gas natural en México, Adrian Lajous Vargas, LC/L.3607, LC/MEX/L.1097,
marzo de 2013.

141  Possible transmission of adverse shocks from the recent financial crisis to Central America through trade
finance, Willy Zapata y Kristina Eisele, LC/L.3582, LC/MEX/L.1095, February 2013.

140  Sistemas nacionales de innovacion en Centroamérica, Ramoén Padilla Pérez, Yannick Gaudin y Patricia
Rodriguez, LC/L.3563, LC/MEX/L.1082, diciembre de 2012.

51



STUDIES AND PERSPECTIVES

ECONOMIC COMMISSION FOR LATIN AMERICA AND THE CARIBBEAN
COMISION ECONOMICA PARA AMERICA LATINA Y EL CARIBE
www.eclac.org




