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EXECUTIVE SUMMARY

Mutual Evaluation Report of Guatemala é CRATE

1. This report provides a summary of the existing Abiney Launderingand Counter the Financing
of Terrorist (AML/CFT) measures in the Republic of Guatemala (hereinafter Guatemala) as at the date of
the onsite visit, conducted during the period of November 23rd to December 4th, 2015. It analyses the level

of complance with he FATF 40 Recommendations and the
system and provides recommendations on how the system could be strengthened.

Key findings

The Republic of Guatemala has various legislative, regulatory and institutionetusgs standing to
cope with the fight against money laundering and terrorist financing (ML/FT). The level of compli
of the country is highlightedegardingmost of the technical criteria of the FATF Recommendations,
However, in certain areas of tAdL/CFT system of Guatemala, improvements to achieve better
effectiveness outcomes are required.

It is important to stress the activities of Guatemala in risk identification through the National Risk
Assessment (NRA). In general, there is an adequatedéuvederstanding of ML risks, as well as an
adequate level of coordination and cooperation by the authorities and the private sector. Howev
case of TF risks, both the authorities and the Obligated Subjects (hereinafter OSs) still need a bq
understanding of the associated risks.

The financial inteligence generated by Ewanciallnteligence Unit (htendencia de Verificacion
Especiali IVET, in Spanish, hereinafter IVE) is used by the competent authorities both in ML
investigations as inrpdicate offences and asset forfeiture processes. The IVE gathers informatior
several sources of OSs and government agencies. In the field of TF, given the absence of TF re
cases, verification of the existence and use of financial inteligencE- eves not possible.

Guatemala has provided evidence on combating ML and predicate offences related to most of it
identified threats. Itis also empowered to forfeit assets from the proceeds of illegal activities.
Addttionally, the country has a propertyanagement system that allows their administration and
disposition. However, while there is a legal mean which provides for the Court forfeiture of prope
corresponding value, this law has not been applied in practice yet in the case of asse¢forfeit
procedures.

Deficiencies in the appropriate criminalization of TF would affect the effectiveness in the fight ag
TF. There has not yet been any case or investigation on TF. Guatemala has recently created the
prosecution agency specialized in Thich is considered a positive step in the fight against TF.

Guatemala has taken regulatory measures for the implementation of United Nations Security Cg
(UNSC) Resolutions 1267/1989 and 1988 on terrorist funds and assets and UNSC Resolutions
1737 on funds and assets related to the financing of proliferation of weapons of mass destructior
(FPWMD). However, the regulatory framework stil needs to be strengthened to enforce the oblig
set out in Recommendations 6 and 7, particularly reggttie implementation of UNSCR 1373.

Financial Institutions (FIs) in the financial system are aware of the nature and level of ML risks in
sector and, in general, have appropriate policies and procedures to mitigate and control these ri
Howeverjn the case of microfinance institutions (except those registered gmaiibrorganizations
(NPOs) that meet the criteria to be considered OSs), they are not yet OSs to the AML/CFT regu
in Guatemala.

| evel
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It is observed that designated ffarancial bisinesses and professions (DNFBPs orfm@ncial OSs),
stil need to increase their efforts to adequately understand their obligations, as well as the ML/T|
to which they are exposed. Activities carried out by lawyers and notaries referred td-Byl the

Standards are not all subject to AML/CFT regulations and they are not supervised for such purpq
Casinos and video lotteries are not OSs under AML/CFT regulations.

The IVE performs the supervision of AML/CFT obligations of Fls and DNFBPs with & Mtisk-
based approach (RBA). Although the IVE has imposed some monetary sanctions on OSs, it is
considered that these are limited and that the sanctions regime is not proportionate, dissuasive
effective.

The issuance and the circulation in the markdtearer shares are forbidden. The IVE has efficiently
disseminated typologies regarding legal persons and arrangements. Information on beneficial oy
of corporations cannot be gathered reliably, since legal entities are not obliged to gather such
information from their shareholders, irrespective of the fact that they may be natural persons or |
persons or arramgents. Access to information on legal persons or arrangements cannot be perfq
in a timely and effective fashion for the OSs to catdbeir CDD.

Guatemala has a wide range of legal and administrative instruments to foster international coq
from all relevant agencies aimed at preventing and combating ML/TF. In this sense, the cou
provisions in force to provide broad &s of collaboration with foreign authorities.

Risks and general situation

2. Pursuant to the ML/TF NRA, the major threats were drug trafficking, ilicit ebosder
transportation of cash, goods smuggling and extortion. Also, active/passive bribengeafieluding
embezzlement arabrruption of public officials are legally defined as medium crime threats in the ML context.
In terms of vulnerabilties, the ML/TF NRA detected as meegh fundsransfercompanies (FTC) and the
credit union had mediwhigh level of importance as vulnerable to ML activities. On the side of DNFBP,
casinos video lotteries, lawyers and notaries are not subject to AML/CFT requirements and ML/TF NRA
regulations determined a high level of vulnerabilty to ML for those aesuviti

3. Guatemala has considered, with a limited scope, the ML/TF risks of the volume of the informal

economy and the impact in the context of ML/TF. Additionally, microfinance companies, whose activity is not

regulated and not subject to obligations, weteoosideredh the ML/TF NRA, with the exception of funds

from microcredits loaned by entities in the microfinance sector which in the context of risks related to financial
inclusion were rated with a mediciow vulnerabilty level. The ML/TF NRA deternead that TF represents

a mediurdow level of threat.

Overall Level of Effectiveness and Technical Compliance

4. Guatemala has a fairly high level of compliance with respect to the technical criteria of the FATF
Recommendations, except for some areas where s@jor improvements, such as a prag@ninalization

of terrorist financing, the implementation of targeted financial sanctions (TFS) and some preventive measures
are required. In terms of effectiveness, the AML/CFT system in Guatemala has achietzdialibsels of
effectiveness, primarily regarding financial inteligence, investigation and prosecution of ML, asset
confiscation and means of crime and international cooperation. Other areas feature moderate levels of
effectiveness.
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Assessment ofsks, coordination and policy setting (CHAPTERD 1; R. 1, R. 2, R. 33)

5. Guatemala, and particularly its authorities, has identified and properly understood the risks of ML
nationwide. However, the degree of understanding of the risks in terms ofdifaithe same level. Guatemak

has mechanisms for coordination and adequate cooperation within the Presidential Commission for the
Coordination of Efforts Against Money Laundering or other Assets, Terrorist Financing and Financing of
Proliferation of Weapons of Mass Destruction (hereinafter COPRECLAFT) that allows the development of
actions for the mitigation of ML/TF risks.

6. In the case of DNFBPs, the necessary regulations are not yet in effect and there is a low level of
understanding of the ML/TF risko which they are exposed.

Financial intelligence, money laundering and confiscation (CHAPTER® 68; R. 3, R. 4, R.-29
32)

7. In terms of generating financial inteligence, Guatemala presents characteristics of an effective
system. The financial iefigence generated by the IVE is used by the competent authorities in ML
investigations, criminal activities and assetforfeiture. The IVE has access to various databases to provide added
value to the suspicious transaction reports (STRS) it receives) rsiults in inteligence products used by the
competent authorities. However, there are aspects that should be improved. The IVE work of financial
inteligence could be increased with a higher number of DNFBP registrations. The use of financialcgelige

in relation with this crime could not be evaluated due to the absence of casesrelated to TF.

8. Regarding the prosecution and conviction of crimes, Guatemala has characteristics that make its
system effective. However, it is necessary to provide mar@hand technological resources to the PPO and

the police for the investigation and further prosecution of ML offences and predicate offences, in order to have
greater presence in the Guatemalan territory, especially in areas which are relevant feestigation due

to its geographical condition and economic activities, in accordance with the findings of the NRA. The
development and implementation of all Special Investigation Techniques are necessary. Besides, it is essential
to update experts in thevestigation of these crimes by conducting regular training on new typologies, trends
and research methods.

9. In order for assets and proceeds of crime to be confiscated, Guatemala mainly resorts to asset
forfeiture to achieve significant progress in theaeery of assets and proceeds of criminal conduct. It is
important to keep enforcing measures of repatriation, distribution and restitution, in the case of funds and assets,
by developing international cooperation through the various agreements andb@im¢emala, as well as

the application of recovery measures of property and funds of correspondent value in asset forfeiture cases.

Terrorist financing and proliferation financing (CHAPTER-40s 911; R. 58)

10. There are deficiencies in the criminaliga of TF that affect actual TF awareness and combating in
Guatemala. Not a single case has been detected, either at investigation or prosecution stages, nor even fiing of
cases with courts regarding TF.

11. Guatemala has enforced regulations and mechaa#awing up to some extent the implementation

of UNSC Resolutions 1267, 1988, 1989 and 1373 regarding TF and UNSC Resolutions 1718 and 1737 related
to FPWMD. However, significant improvements are required for the system to be effective. Financial and non
financial OSs are not at the same pace regarding awareness of the ujiskiigsofwhich deters freezing



Mutual Evaluation Report of Guatemala § SATE

measures from being applied without delay. Therefore, it is necessary to improve efforts to raise awareness
with respectoobligations in the OS$) particular, in the case of DNFBPs.

Preventive MeasurefChapter 5- |10 4; R. 23)

12 Banking, finance companies and-sfiore banks have developed timely procedures pursuant to the
regulation. However, DNFBPs are not aware of the ML/TF risks to wheih dlativities may be exposed.
Moreover, the development of policies, procedures and controls to help minimize risks is not observed.
Although, there was anincrease inthe number of STRs submitted by DNFBP, the percentage remission of STR
by DNFBPs is redced to a lesser amount compared to the finance sector. Banks are still the main generators
of STRs which contributes to the perception by other regulated entities of minimal effectiveness of the policies
and procedures in place.

13. Due to the foregoing, is necessary to deepen the outreach and training in what represents the risk of
ML/TF between regulated subjects, especialy DNFBPs. Also to include into the monitoring programs actions
that help identify whether the OSs have correctly understood thefisK_/TF and whether this understanding

has resulted in the development of policies, procedures and controls in force and operational in the OSs. Finally,
the dissemination of local and international typologies should be improved to allow OSs to jEstible

risks of ML/TF, so that this will lead to further identification of unusual or suspicious transactions.

Supervision (Chapter 610 3; R. 28, R. 3435)

14. The IVE supervises OSs(financial and nonfinancial) with ab#&@sed approach, besideshas

enforced applicable procedures, information and tools, even their action plans and monitoring are based on risk
matrices. However, there are sectors and/or activities identified as risky, and therefore capable of being used
for ML/TF, not included a®Ss, such as microfinance institutions, lawyers, notaries and casinos/video lotteries.
The IVE has made efforts to register DNFBPs as regulated entities, especially those most representative.
However, some DNFBPs remain unregistered. Also, efforts haae lhade to inform regulated entities of

their risks of ML/TF, its reporting obligations and associated typologies; however, it is noted that in the case
of DNFBPs, even more work is required in this area. Supervisions made by the IVE to DNFBPs domot achie
the objective of mitigating the risks of ML/TF or improving the level of compliance. The sanctions applied by
the IVE are neither proportional nor dissuasive.

15. It is required to take clear actions to include as OSs tho#eBP's that has ndieen includd as

subject to AML/CFT regime, as well as microfinance institutions and that all those activities or physical or
legal subjects that should be OSs are duly registered and in compliance with the AML/CFT obligations. The
support in training and awarenesfdes by the IVE of understanding the risks of ML/TF especially for
DNFBPs should be galvanized. Also, the necessary means to redesign the regulatory framework regarding the
structure of possible sanctions to be applied so that proportionate and ickssubsinistrative financial
penalties in relation to the different sectors (financial and nonfinancial) are imposed.

Transparency of Legal Persons and Arrangements (Chaptet 5; R. 24€5)

16. Pursuant to the legislation in force in Guatemala, the igsuand the circulation in the market of
bearer shares are forbidden. The IVE has efficiently disseminated typologies regarding legal persons and
arrangements. Information on beneficial owners of corporations cannot be gathered reliably, since é&egal entiti
are not obliged to gather such information from their shareholders, irrespective of the fact that they may be
natural persons or legal persons or arrangements. In addition, access to information on legal persons or
arrangements cannot be performedtimaly and effective fashion for the OSs to conduct their CDD, due to

lack of electronic records.
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International Cooperation (Chapter 810 2; R. 3&10)

17. International Cooperation of Guatemala is based on multiple mechanisms available regarding Mutual
Leal Assistance (MLA) and Extradition, in addition to the cooperation on financial inteligence through the
IVE, asset recovery and other cooperation provided by agencies such as the police, customs, and immigration
authorities. Additionally, the Agreemems exchange of information between financial supervisors. Through
adequate international cooperation, Guatemala has worked to prosecute perpetrators of these crimes across
borders and to provide the assistance necessary to cooperate with those naéidighiretgainst ML. Added

to this are the cooperation agreements signed by Guatemala with other countries such as the United States of
America, where they have received technical and financial assistance necessary to deepen their strategies n the
fight against transnational organized crime. However, it is necessary to optimize the development of
international cooperation through the MLA and the agreements and treaties signed and ratified by Guatemala,
in particular it must be clear what procedures toviolvhen required and to act in a most expeditious manner.

Priority Actions
18. Guatemala must implement the following priority actions:

1. Conduct a review of the risk analysis of TF which includes in the analysis, possible abuses in the
financial sector, DNBPs and NPOs, particularly those who are not yet regulated entities. Also the
role of the informal economy that causes lack of transaction control and has an impact on the
calculation of TF risk.

2. Take clear action for the inclusion of DNFBPs and microfiraimstitutions as reporting subjects
and that all activities, individuals or legal entities that should be a OSs to be duly registered and
comply with AML/CFT obligations.

3. lIssue the relevant regulations and training for DNFBPs and NPOs on the implemeoit&tl /TF
risk management policies regarding those risks to which they are exposed, as well as to inform them
on the results of the NRA. The aforementioned with the aim of improving the understanding of the
risks by the OSs and increase STRs, espetiialye from DNFBPs.

4. Amend the TF criminalization to cover whatis required under Recommendation 5.

5. Provide more resources to the IVE in the corresponding areas for risk supervision, to strengthen the
effective performance of said attribution.

6. Dedicate greter efforts to implement the national policies and strategies in order to combat the
identified threats. For this purpose, it is necessary to enforce the provisions of the PPO Strategic
Plan 20152019, where the actions to deal with this criminal phenomeare established, this
institution being in charge of the axes of criminal investigation and prosecution, the COPRECLAFT
National Strategic Plan, where priority is established for the coordination of all competent authorities
to fulfil the tasks togethem order to mitigate detected threats.

7. Provide more human and technological resources to the PPO for investigation and prosecution of
ML offences and predicate offences in order to have greater presence in the Guatemalan territory,
especially in areas moiikely to have higher incidence of these crimes due to their geographical
condition, economic activities, products and services offered and in accordance with the evidence of
the NRA.

8. Apply the necessary means to redesign the regulatory framework telatedsanctions avaiable
in order for monetary administrative sanctions to be proportionate and dissuasiveisvide
different sectors (financial and néinancial).

9. Develop and implement all Special Investigation Techniques in force in the Guatdegdh
framework. This wil allow and faciltate the work of various investigative subsidiary bodies
responsible for carrying out this fight, allowing the consolidation of the objectives as a country.
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Implement mechanisms or procedures, such as workagpgrto provide feedbackto judges and
prosecutors on cases filed with the corresponding Courts.

Update specialists in investigations of these crimes, by conducting regular training on new
typologies, trends and investigation methods both in ML and ptediégences and TF.

Keep enforcing measures of repatriation, distribution and restitution in the case of funds and assets
by developing international cooperation through the various agreements and bodies of Guatemala.
Apply the law on forfeiture of propsrtwith a value equal to the proceeds of criminal activities
committed bynatural persons and legal entities where these crimes are related to internal and foreign
predicate offences.

Articulate the work between the competent authorities to generategémiedi and to find out
possible circumstances and initiate investigations relating to the commission of the crime of TF, if
applicable.

Develop policies and activities to fight the FPWMD.

Strengthen the legal framework to apply in full the UNSC Resolutiegarding TF and FPWMD.
Additionally, enforce mechanisms to perform domestic designations under UNSCR 1373 and
provide for the unfreezing or termination of the measure.

Set forth training programs for OSs, especially-fioaincial, to reach a better undensding of the

legal provisions in force structured for the performance of TFSs for TF and FPWMD.

Prepare operating procedures for NPOs to faciltate their compliance with the standards and a greater
approach by the relevant authorities, including supenyjsto join efforts and to ensure a higher
level of understanding of this sector regarding the policies that they should apply in ML/TF cases.
Moreover, to unify criteria and sort the ideas in the development of strategies that allow them to
know their doors better.

Implement monitoring and supervision of the specific obligations of OSs to carry out TFSs.
Incorporate in the monitoring programs actions that help identify whether the regulated entities have
failed to adequately understand the risk of MLAMRd that this understanding has resulted in the
development of policies, procedures and controlplace and active in the supervised regulated
entity.

Improve the dissemination of local and international typologies that allow regulated entities to
identfy potential geographic areas/services/customers/products where the risk of ML/TF could
arise,so that this wil lead to further identification of unusual or suspicious transacii@ss.

Issue the corresponding regulations for legal entities to identfybémeficial ownership of their
shares.

Develop a legal framework to publish data on beneficial owners of legal persons and arrangements.

Put mechanisms in place for the timely access to information of legal persons and arrangements for
the regulated subgts to perform an efficient CDD.

Foster international cooperation through the MLA and agreements and treaties signed and ratified
by Guatemala, it should be especially clear what procedures to be followed when requested and to
actin the most expeditioumanner.
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Effectiveness & Technical Compliance Ratings

Effectiveness Ratings

0.1 0. 2 10. 3 0. 4 0.5 0. 6
Risk, policy and International Supervision Preventive Legal persons and Financial
coordination Cooperation measures arrangements Intelligence
Moderate Substantial Moderate Moderate Moderate Substantial
10. 7 0. 8 10.9 0. 10 0. 11
ML investigation & Confiscation TF inve;tigation & TF preventive TF preventive
prosecutlon prosecutlon measures & measures &
financial sanctions  financial sancions

Substantial Substantial Moderate Moderate Moderate

Technical Compliance Ratings

AML/CFT Policies and coordination
R.1 R.2
MC C

Money laundering and confiscation
R.3 R. 4
LC LC

Terrorist financing and financing of proliferation
R.5 R.6 R.7 R.8
PC PC PC LC

Preventive measures
R.9 R. 10 R.11 R.12 R. 13 R. 14
C LC C LC C PC
R. 15 R. 16 R. 17 R. 18 R.19 R. 20
PC PC PC C C LC
R.21 R. 22 R. 23
C PC PC

Transparency and beneficial ownership of legal persons and arrangements
R. 24 R.25
LC LC

Powers and responsibilities of competent authorities and other institutional measures
R. 26 R. 27 R. 28 R. 29 R. 30 R.31
C LC PC C C C
R. 32 R. 33 R. 34 R. 35
C C C PC

International cooperation
R. 36 R. 37 R. 38 R. 39 R. 40
C LC LC LC LC
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MUTUAL EVALUATION RE PORT

Preface

19. This reporsummarizeshe AML/CFT measures in place as at the date of thetewisit. It analyses
the level of compliance with the FATF 40 Recommendations and the level of effectiveness of the AML/CFT
system, andecommends how the system could be strengthened.

20. This evaluation was carried out based on the 2012 FATF Recommendations, and was prepared using
the 2013 Methodology. The evaluation was based on information provided by Guatemala and information
obtained i the evaluation team during its-eite visit from November 23rd to December 4th 2015.

21. The evaluation was carried out by an assessor team conformed by: Claudia Andrea Soracé Yepes
from the Financial Information and Analysis Unit of Colombia (Operatiérpért), Claudia Carolina Soriano
of the Financial Il nvestigation Unit from the Attt

Michelle Gonzalez from the Financial Analysis Unit of Panama (Financial/Legal Expert), Franklin Boccia from
the Gentral Bank of Paraguay (Financial Expert), Alfredo Delfin Trillo from the Financial Inteligence Unit of
Peru (Financial Expert), Major Jose Antonio Delgado from the Nationatitumgs Office of Venezuela (Legal
Expert) and Alejandra Quevedo and Estebalin from the Executive Secretariat of GAFILAT. The report
was reviewed by Wendy Acosta from the Financial Inteligence Unit of Honduras, Victor Amaury Romero
from the Superintendencef Banks of the Dominican Republic and Kevin Vandergrift from the FATF
Secretariat.

22. Guatemala previously underwent a Mutual Evaluation by the Caribbean Financial Action Task Force
(CFATF) in June 2009, conducted according to the
approved in November 2010 and is availablenmw.gafilat.org

23. The 2010 Mutual Evaluation of Guatemala concluded that the country was compliant (C) with eight
(8) of the Recommendations, largely compliant (LC) with tweamig (21) of the Recommendations, paytial
compliant (PC) with sixteen (16) of the Recommendations andomplant (NC) with four (4) of the
Recommendations. It was concluded that Guatemala was compliant or largely compliant with eleven (11) of
the sixteen (16) Key and Core Recommendations.

24, In 2012, when Guatemala gained membership status in GAFILAT, it was in the process of enhanced
follow up and the XXIX Plenary of GAFILAT Representatives held in Cartagena, Colombia, carried out from
July 10th, 2014 to 11th, 2014, approved the removal ofeBuela from enhanced follow up to regular follow

up.
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CHAPTER 1. MLU/TF RIS KS AND CONTEXT

25. The Republic of Guatemala is located in the northern part of Central America, with a total area of
108,889 squarkiometers with access to the Atlantic and Pacficeans, bordered to the west and north by
Mexico, east by Belize and the Gulf of Honduras, and southeast by Honduras and El Salvador. Guatemala is
the most populous country in Central America, with approximately more than 16 milion according to the
projections for 2015 (INE 2015). The official language is Spanish and tvikreg other languages are also
spoken in Guatemala.

26. Guatemala is a democratic, constitutional and independent republic. The legal system is based on
continent al | TheExecuive pofveris wested in theaPnesident, whois elected by direct popular
vote for fouryear terms and not eligible for-edection. The President is the Head of State and Government
and autonomously appoints his Cabinet of Ministers. Guatenmgiladisd into 22 Departments, each with a
governor appointed by the President, and a total of 340 municipalities.

27. The legislative power is exercised by a unicameral Congress, composed of deputies elected by popular
vote by direct ballot every four yeafie highest court is the Supreme Court, the members of which are elected
by the Congress for a period of four years. The Supreme Court is also in charge of appointing the judges of the
lower courts. There are also, independently, the Constitutional @wmuBupreme Electoral Tribunal and the
Public Prosecutordos Office (PPO).

28. Guatemala is an emerging economy, is currently the largest in Central America with 2014 GDP in
GTQ M 231,267.8 (USD 30,310 M), with a variation of 4.2% (BANGUAT). According to BANGltAe

global financial crisis slowed the growth to 0.5% in 2009, although the increase in exports and a moderate
fiscal stimulus helped cushion the impact of the crisis. Additionally, a series of natural disasters hit the
country in 2010 and 2011, withtésated damages and losses of more than GTQ 13,500 milion (USD 1.833
milion). However, Guatemala's economy has rebounded with growth of 3.0% in 2012, 3.7% in 2013 and
4.2% in 2014. The official currency is the quetzal (GTQ).

ML/TF Risks and Scoping of Hgher -Risk Issues
Overview of ML/TF Risks

29. According to the ML/TF National Risk Assessment (NRA), due to its geographical location and
topography, Guatemala meets the conditions to be host of drug trafficking, stockpiing aihdftdrogs,

mainly co@ine, erroute from South America to North America. At the same tinfeymation reveals that

the authorities have identified at least ten (10) land routes of drug trafficking, through which drugs are
transported, of which nine (9) travel to Mexico fromaliBe, the Caribbean, Honduras and El Salvador.

30. Crossborder transportation of ilict money has been identified as a ML threat of particular
importance in the context of Guatemala (2015 ML/TF NRA). Thus, there have been arrests of people
carrying sacksfocash, the origin of which was not justified, but presumed to be the proceeds of ilegal
activities. Most of these amounts have been seized from motor vehicles with secretlfdtiabig
compartments. Also, the smuggling of goods entering Guatemalarfeaghboring countries affect its
economy and security. According to estimates by the Chamber of Industry of Guatemala (CIG), ilicit trade
represents between 15% and 20% of domestic consumption.

31 As threats, particularly of an internal nature due to tlegiurrence and resources generated, the

crime of extortion was detected and granted a considerable level of importance (2015 ML/TF NRA). The
crime of extortion has an impact on the economic and social activities of the country, affecting economic
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sectors gch as: urban and suburban transport service, trade, individuals, among others. This crime is
committed in most cases by th@aras(gangs), instilling fear in which people are forced to pay sums of
money.

32. Also, it was identified that the active/passivééry includes the offences of misappropriation and
embezzlement (public corruption) and are crimes of medium threat in the ML context (2015 ML/TF NRA).

33. Given the volume of the activity and the characteristics of fund transfer (remittances) companies,
it was considered in the ML/TF NRA that such activity, due to the difficulties of identification, including
certainty of identity verification of the payer in the country of origin, represents a vulnerabilty of ML of a
mediumhigh level.

34. The credit and séngs cooperatives, given the conditions of their geographical location and
measures of customer knowledge and transaction monitoring, were placed with a level of vulnerability
mediumhigh regard to ML.

35. It is noteworthy that Guatemala has currently crimed ilict gambling, under Section 477 of

Decree Number17 3 of t he Congress of the Republildictof Gua
gambling: Bankers, administrators, businessmen, managers or other persons in charge and the owners of
houses for gambling, stakes or chance games will be sanctioned with one to five years of imprisonment and

a fine of one thousand to ten thousand quebzals Howe ver , t h e-videx lotteresewas € o f
evident during the osite visit; authories & awar e of t his and, in this |
Regul ate Bets, Casinos, Video | ot thestimgly regldationgfo and
casinos, stakes, lotteries and video lotteries in a sector that until this momematdese an adequate
regulatory framework and does not provide the authorities with the tools to control and have oversight on
persons dedicatedto thisactivity as est ablished by the grounds of
also mentions thathere are no reliable registries in Guatemala on the proceeds of those establishments
authorized by the Ministry of Interior (MINGOB, Spanish acronym) to operate slot machines or other stakes
games, with some calculations being approximate to GTQ 1,5@0aiyear. National regulations for this

activity are incipient and do not have the controls required to ensure the adequate taxing and verification

on the origin and destination of financial resources, the financial management of large sums ofngash bei
generated, credit accounts and international wire transfers, among othiers

36. Lotteries, raffles and similar activities are regulated entities subject to AML/CFT measures,
however, casinos and video lotteries, which represent the largest volume ¢ aftgambling, are not
regulated entities and according to the ML/TFTF NRA, the level of vulnerability of these activities with
respect to ML is high.

37. Lawyers and notaries in Guatemala may exercise both professions simultaneously and represent
fifty -one percent (51%) of the Designated NBnancial Businesses and Professions (DNFBPs) identified

in Guatemala. According to the regulations, lawyers and notaries are not reporting subjects in cases where
they act on behalf of their clients, render serviceshiermanagement of bank accounts, money or assets,
and does only apply to the cases in which they manage legal entities. According to the findings of the ML/TF
NRA, to date lawyers and notaries that render this kind of services are not subject to megukdtio
supervision of AML/CFT measures. The ML/TF NRA rated these professional activities with a high level

of vulnerabilty to ML.

38. In Guatemala, there have been no cases of terrorism or terrorist financing. Additionally, according

to other studies, themes not seem to exist terrorist financing activities (US Department of State, 2015).
The ML/TF NRA determined that terrorist financing is a meeliow level of threat.
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39. Guatemala carried out ML/TF NRA in 2014, which enabled it to identify, assess and understand

the countryds ML/ TF risks. During the preparatiol
and private sector entities as well as reseaectierscollaborated and pacipated, all of which were

informed on the results of the assessment in a timely manner, in order for them to implement the necessary
measures and actions and to allocate the resources that allow them to effectively address the identified risks,
threats ad vulnerabilties.

40. For the development of the ML/TF NRA, Guatemala requested the support of the World Bank to
provide technical assistance by faciltating its ML/TF NRA methodology and counselling regarding the use
of the methodological tools. For thesitification and assessment of ML risks, the methodology develops
through eight (8) modules, the analysis of: 1) national threats and products of crime, 2) national
vulnerabilties, 3) vulnerabilties of the banking sector, 4) vulnerabilties of the sesusiector, 5)
vulnerabilties of the insurance sector, 6) vulnerabilities of other financial institutions, 7) vulnerabilties of
DNFBPs and 8) financial inclusion. Additionally, such tool provides a specific module for TF risk analysis.

41. Entities and tehnicians of the public sector, relevant to the AML/CFT system, provided support
and collaboration for the implementation of the tool. Likewise, private sector entities also participated.
Investigation organisms of the country were also involved in theTMIMRA, which worked in thematic
workshops. The level of participation, especially from the relevant authorities, in the development of the
modules, provides evidence of a high commitment to counter ML/TF by the different stakeholders involved

in the AML/CFT system. Statistics and information covering January 1st, 2012 to June 30th, 2014 were
generally avaiable under two perspectives: the first one related to the amount of cases that were reported,
analyzed or investigated by entities that prevent, datetprosecute ML, and the second one, on the amount

of resources that the aforementioned offences could be producing for criminal organizations, through an
estimation of criminal products.

42. For the identification of the priority issues, the ML/TF NRA afaBmala and its action plan have

been reviewed, as well as the National Strategic Plan (NSP-2RA85 additional documents provided and
external sources that consider the risks. The most relevant risks and items that require special attention have
beenidentified as a starting point for the Mutual Evaluation considering the weight they may have on the
AML/CFT system of Guatemala.

43. The following list of issues are likely to be at higher risk and therefore were examined in more
detail during the orsite vsit and in this Mutual Evaluation Report (MER).

44, llicit traffic of narcotic drugs and psychotropic substances. According to the ML/TF NRA of
Guatemala, drug trafficking is the main threat of ML and is a high priority for the authorities. The effective
response to combat criminal groups engaged in drug trafficking activities and ML was revised, including
tools used by law enforcement authorities, identification of suspicious transactions and prosecutions of cases.

45. Crossborder transportation of ilicimoney. According to the ML/TF NRA, is another of the major
ML threats registered in the country. During thesda visit, the work of the authorities including law
enforcement authorities, particularly customs, aaalyzed

46. Money or value transfer saces (MVTS), particularly those who act as money transferrers, as
well as the credit unions are important ML risk activities for the authorities in Guatemala. Whereupon there
was an analysis of the measures taken by the authorities, as well as spetoife, Beterms of customer
knowledge, identification of operations and other AML/CFT measures.
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47. Regarding DNFBPs, lawyers, notaries and casinos (including lotteries, video lotteries, etc.)
particularly constitute risk activities for Guatemala, especialiperable to ML. Thus, the way in which
such activities are implementing measures to reduce vulnerabilties was addressed in this regard.

48. In addition, the visit emphasized topics such as extortion, organized crime and corruption that
appear to be impant ML threats in the context of Guatemala. In addition, activities of trading vehicles and
real estate represent a risk in Guatemala.

Materiality

49. The ML/TF NRA indicates that as of June 30th, 2014, the banking sector had 3,429 agencies,
6,541 agents &ah3,259 ATMs, making a total of 13,229 access points; being the figure of banking agent
particularly, which has allowed to strengthen the financial inclusion in the country.

50. With regard to financing sources of the Guatemalan economy, BANGUAT reporédtiioag h

the Guatemalan economy has had a small financial market, it has the freedom to determine their financial
conditions and, therefore, companies find on the market sources and conditions that they deem most
appropriate for financing their economictigites (BANGUAT). At June 18, 2015, the money supply in
foreign currency stood at 17,587.5 milion GTQ and means of payment in foreign currenctotaeq

36,605.2 milion. BANGUAT reports that as of March 31, 2015, foreign exchange earnings froramessitt
reached an amount of USD1,395.9 milion, up USD158.5 milion (12.8%) compared to the same period of
2014, the result associated mainly to the improvement in the labor market in the United States of America.

51. Regarding the informal sector, the siZetle informal economy in Guatemala nears values of
50.5% visa-vis the Gross Domestic Product (GDP) for the 12097 period (CEPAL 2012). Additionally,

the results from the National Employment and Income Survey from 2014, carried out by the National
Statstics Institute (INE) reveals that 69.3% of the employed population nationwide is employed in the
informal sector, with approximately 4 milion people.

Structural Elements

52. In the last four (4) years Guatemala has issued laws, regulations and guidelioeter to
strengthen the system against ML/TF. Among the main laws it may be mentioned the Law against
Corruption, which also criminalizes acts of corruption, reforms the Penal Code, reforms the Art. 2 of the
Law against Organized Crime (LCDO, Spanigtromym) and Art. 2 of the Asset Forfeiture Law (LED,
Spanish acronym), which allows the precautionary measures set out in the LED to be exercised on assets
that may arise as a result of crimes related to acts of corruption, including property of comgsyaing.

53. Regarding cooperation and national coordination, the Presidential Commission for the
Coordination of Efforts Against Money Laundering or other Assets, Terrorist Financing and Financing of
Proliferation of Weapons of Mass Destruction (COPRECTLAFpanish acronym) has been created, whose
purpose is to coordinate the efforts and cooperation between state institutions involved within the framework
of prevention, control, surveilance and punishment of crimes of ML/TF and financing of the PWMD, in
order to contribute to the effective compliance of the law and international treaties approved and ratified by
the State of Guatemala, within a national system of prevention, control, monitoring and sanctions, respecting
the competence and autonomy of eiastitution.

Background and other Contextual Factors
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54, According to the Global Peace Index (2015), Guatemala ranks 118th'ptH&2fore, it ranks

within the five most insecure countries in the continent. Regarding governance, the World Bank indicators
(2015) located Guatemala below the average of the other countries of the region, particularly with regard to
political stability, rule of law, government effectiveness and control of corruption.

55. It is important to mention that in relation with fightingrouption, derived from the international
Agreement between the Government of Guatemala and the United Nations in 2006, the International
Commission against Impunity in Guatemala (CICIG, Spanish acronym) was created as an independent
international organ, iose purpose is to support the PPO, the National Civil Police (PNC, Spanish acronym)
and other state institutions both in the investigation of crimes committed by members of ilegal security
forces and clandestine security apparatus, as generally insaiti@rtend to dismantle these groups. This,

by supporting investigation and prosecution of a limited number of complex cases, as well as through other
actions within its mandate, to strengthen the justice sector institutions in order to enable thetinu® con
confronting these illegal groups in the future.

56. CICIG's mandate, as set out in the Agreement, is composed of three main objectives:

1 Investigate the existence of ilegal security forces and clandestine security apparatus which commit
crimes that &ect fundamental human rights of citizens of Guatemala, and identify the structures of
these ilegal groups (including their links with state officials), activities, operational modalities and
funding sources;

1 Collaborate with the State in dismantling clastine security apparatus and ilegal security forces and
promote research, criminal prosecution and punishment of crimes committed by their members;

1 Make recommendations to the State of Guatemala to adopt public policies to eradicate clandestine and
illegal security forces and prevent their recurrence, including legal and institutional reforms necessary
for this purpose.

57. In the development of such agreement, as well as in compliance with the bilateral cooperation
agreement between the PPO and CICIG3becial Prosecutor Against Impunity (SFIC, Spanish acronym)
was established by Agreement number2268 from the Attorney General of the Republic and Head of
PPO, which was modified by the Agreement2081 and 18012. Under this, the SFIC is the speazsad
prosecution of the PPO who is responsible for directing criminal investigations and conduct criminal
prosecution in the corresponding cases so that the CICIG can attribute in any of the cases investigated, the
crime of money laundering or other ass@#CIG through the SFIC, has carried out Higipact cases
against former government officials, including a former president and former vice president for acts of
corruption in which they are also being processed for ML. According to information profigede
authorities during the esite visit, the IVE has collaborated with technical reports and relevant information
in investigations of PPO in these processes.

1 Among the indicators to reach the referred index are: homicide level, perception of crime, violent demonstrations
and intensity of internal conflict, among others.
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Case 1

The Higher Risk Court sentenced five persons accused of being involved in corimgtenAntigua
municipality, which is the cause for the preventive imprisonment of the Mayor.

Through the abbreviated proceedings, the Court sentenced the five individuals to three
imprisonment for the crime of corruption, plus two years fordrau

Furthermore, the Judge prohibited them from tendering, contributing or holding contracts with th
Investigations determined that the five sentenced individuals were representatives of several ¢
that had a direct relationship with Mayand that thus irregularly benefitted from the provision of t
services.

Background

The Higher Risk Court prosecuted six persons, including employees and former employee
municipality, after finding signs of their alleged involvement in thisecas

The Mayor and other persons allegedly formed a structure to deviate resources from the budge
the creation of several companies, some of them construction companies, which were assig
overvalued projects. The misappropriation of funde tek place through the payroll of alleged work
of the city and liquidation of neprovided services.

58. Furthermore, as mentioned above, the size of the informal economy is between 50.5% and 69.3%.
Informality bears some relation to financial inclusiamhich in Guatemala is forty point one percent (40.1%),

stil below the Latin American average (51.1%) according to World Bank indicators (Global Findex 2015).
In Guatemala, microfinance has developed spontaneously in the absence of access to findcegbfse
certain groups of the population and companies, especially micro and small enterprises, a group that
comprises much of the informal sector of the ecorfomy

59. Microfinance institutions, whose main product is microcredit, are governed by theflahes o
Commercial Code and do not have a specific law regulating their operations. However, it is important to
mention that the bill of microfinance institutions and microfinanceprofit institutions is in the legislative
process.

60. According to the MLTF NRA, microcredit services rendered by microfinance entities were rated
with a mediurdow vulnerabilty level. However, said institutions are not OSs in terms of AML/CFT
obligations, unless they are under the NP O group regime to which said regulppnsaecording to what

was informed by the authorities. Notwithstanding the latter, information was not available to verify it in
practice.

Overview of the AML/CFT strategy

61. By means of the National Coordinati eamofteeonduct
ML/ TF NRAO was developed based on the results
strengthening of security and the national econo

2 Association for Research and Social Stud¥sar 29 No 1 2014

3 It is worth menioning as subsequent to the-site visit, in May 2016, The Microfinance Institutions and Microfinance
Nonprofit Entities Act was published, through which a new legal framework is given to said sector. Art. 4 provides that
institutions are governed by that law, the Law on Banks and Financial Groups, the Financial Supervision Act,the CLDA
Law, the PRFT Act, the regulations issued by the JM and the SIB. However, this information is outside the scope of
the Mutual Evaluation, whosseopeis linted to the last day of the esite visit date
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and the national economy. This is implementadd executed by four (4) working groups: Group 1:
Strengthening and Strategy; Group 2: Training and Awareness; Group 3: Exchange and Coordination
Agreements; Group 4: Statistics and Technology, all of them made up of officials of the institutions of said
Commission, who meet periodically to make strategic decisions, learn about the progress ofdlge g r

work and propose strategic initiatives to improve the prevention, control, surveilance and punishment of
ML/TF offences.

62. The national policy of Guamala is divided into three areas: training, institutional strengthening
and technology, which are developed through the following intiatives: a) improve the efficiency and
effectiveness of prevention measures against ML/TF; b) strengthening the rgduiatework; c) promote
awareness and citizenship participation in the field of AML/CFT; d) optimize-agency coordination and
transfer of information to take appropriate action; e) set forth mechanisms to measure the effectiveness of
actions againsML/TF; f) set forth and, if necessary, improve the technical, financial and technological
capactties of institutions; g) set forth a system of Inteligence and Information Analysis.

63. The Action Plan of the ML/TF NRA outlined the activities to be develdpethe OSs and whose
regular monitoring wil be undertaken by the IVE as a supervisory body in the prevention of ML/TF. Among
the general actions to be implemented according to the plan are focused on the financial institutions and
DNFBPs to take measurasmanage and mitigate the risks of ML/TF.

64. The process of preparing the NSP 2Q048, updated after the ML/TF NRA action plan, involved

the participation of the following entities members of the COPRECLAFT: the Judiciary; the PPO through
the Publc Prsecutors of Section Against Corruption, Against Drug Traffickihg and Against Money
Laundering or Other Assets and Computer Information System of the PPO; the Presidential Commission for
Transparency and Electronic Governance; the Ministry of Interiorghrthe AntiDrug Fifth Vice Ministry

and the Directorate General of Civil Inteligence; the Ministry of Economy through the Registry of Securities
and Commodities Market; the Strategic Inteligence Secretariat of State; the BANGUAT,; the Tax Authority
through the Intendancies Control and Customs;3bperintendencef Banks (SIB, Spanish acronym) and

the IVE.

Overview of the legal and institutional framework

65. The institutions involved in combating ML/TF are:

66. Presidential Commission for the Coordination Efforts Against Money Laundering or other

Assets, Terrorist Financing and Financing of Prolferaton of Weapons of Mass Destruction

( COPRECLAFT): its pur pose is ATo coordinate the

involved in the legal amework for the prevention, control, surveilance and punishment of offences of
money laundering or other assets and terrorist financing, as well as the financing of proliferation of weapons
of mass destruction, in order to contribute to the effectiveremfoent of the law and international treaties
approved and ratified by the State of Guatemala, within a national system of prevention, control, surveillance
and punishment, respecting the | egalAnalygemgtimdl e nc e
problems related to money laundering or other assets and financing of terrorism, to identify vulnerabilties
and risks to suggest actions to mitigate themo.

a) Vice President of the Republic, wheegides and coordinates;
b) Minister of Foreign Affairs;

c) Minister of Interior;

d) Minister of NationalDefense

e) Minister of Economy;

f) Strategic Inteligence Secretary of State;
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g) Secretary General of the National Secretariat for Property Management in Assairegrfeit
h) Director General of Civil Inteligence;

i) Superintendent of Tax Administration; and

) Superintendent of Banks.

67. Additionally, the COPRECLAFT may invite the President of the Judiciary and the Supreme Court,
the Attorney General of the Republic and HeadP&fO to participate in its meetings and those who are
considered necessary to invite.

68. The Presidential Commission for Transparency and eGovernment: its purpose is to support the
actions of the Ministries and Institutions of the Executive Branch to catediine implementation of
measures stemming from international conventions on transparegmyeement, fighting corruption and

open government.

69. National Council for Property Management in Asset Forfeiture (CONABED): corresponds to
approve, adjudicatand ultimately resolve on the investments to be made on the merits of seized money and
hiring, leasing, management, trust, sale, auction, or donation of confiscated goods. SENABED is subordinate
to the CONABED, executive body under the responsibiity Staretary General and a Deputy Secretary
General, who are senior officials for purposes of management and administration of the Secretariat.

70. Ministry of Foreign Affairs MINEX): is responsible for the formulation of policies and the
implementation of théegal framework concerning relations of the State of Guatemala with other States and
persons or legal institutions of international law; the diplomatic representatives of the State; Guatemalan
nationality; the demarcation of the national territory; intgiomal treaties and agreements, and diplomatic
and consular affairs.

71. Ministry of Interior (MINGOB): its responsibility is formulating policies, comply with and enforce

the legal regime for maintenance of peace and public order, the safety of pedbirgmdperty, guarantee

their rights, enforcement of orders and judgments, the immigration regime and endorsing the appointment
of ministers of State including successor in office. The following entities rely on the Ministry:

- National Civil Police (PN
- General Directorate of Civil Inteligence (DIGICI);
- General Directorate of Criminal Investigation (DIGICRI).

72. Secretary of State Strategic Inteligence (SIE): responsible for producing inteligence in strategic
areas, while respecting the jurisdictiofttge other institutions of the system. Its nature is civil and acts under

the direct responsibility of the President of the Repubilic.

73. National Secretary for Property Management in Asset Forfeiture (SENABED): ensures the proper
administration of all assetinder their responsibility and all declared forfeited under that Act. It ibailsg

in charge of the reception, identification, inventory, monitoring, maintenance and reasonable preservation of
property. It will also be responsible to follow up th@d® subject to this Act and that represent an economic
interest to the State. It will also be responsible for the sale, auction or donation of the assets declaredforfeited.

74. ConGener al Comptrollerds Office ( CGaprvisorecent
functions relating to the income, expenditures and general interest of all state agencies, municipalities,
decentralized and autonomous entities, as well as any person who receives funds from the State or public
coll ecti ons 0is thefuhdpaltteclnica botlyyof audii and government control, and its main

goal is to lead and conduct efficiently, timely, diigently and effectively government actions of financial and
external control as well as ensuring transparency of managemengfate entities or entities that manage
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public funds, promotion of ethical values and responsibiity of officials and public servants, control and
quality assurance of public spending and probity in public administration.

75. Public Pr o s e c u:tisoan dnstitutionf with @wtonoridBsP fhctions, it promotes
criminal prosecution and directs the investigation of public action crimes; also ensures strict compliance of
the laws of the country. It also acts independently of its own will and in compliaitcethe functions
attributed by laws without subordination to any of the organs of the State. The defigslenon the PPO

are:

1 PPOiI Section of Drug Trafficking Offences:is responsible for the investigation and the
exercise of criminal action inladffences related to the legal production, manufacture, use,
possession and sale of narcotics.

1 PPO- Section against Corruption: has jurisdiction to investigate and prosecute offences
constituting acts of corruption involving officials and public empleyee

1 PPO- Section Against Money Laundering and Other Assets (FCLA, Spanish acronym):
responsible for all processes of criminal acts and actions regarding activities related to ML,
concerning the AML Law (Spanish acronym).

- Asset Forfeiture Unit (UED, Spanistcronym).
- Department of Information Technology for Investigation Control.
- PPO Agencyfor TF cases,

76. Attorney General of the Nation (PGN): is responsible for the function of advisory and consulting
of state bodies and institutions and participates iredegcise, procedure and process of forfeiture action.

77. Bank of Guatemala (BANGUAT, Spanish acronym): exercises supervision over all matters
relating to the circulation of money and public debt. Its main objective is to contribute to the creation and
maintenance of the modiavorable conditions for the orderly development of the national economy, for
which it wil propitiate the mostavorable monetary, exchange and credit conditions for the orderly
development of the national economy, and promote staihiltile conditions in the general price level.

78. National Institute of Cooperatives (INACQO8panish acronyjndecentralized and autonomous

state entity charged with enforcing the laws and regulations related to cooperatives, promotes the
organization of sam carries out its registration and provides technical and administrative assistance and
promotes laws and regulations for the better development of cooperatives.

79. General Inspectorate of Cooperatives (INGECGBpanish acrony)n entity attributed to
INACOP, with practical, administrative and economic independence. It is responsible for the control and
surveillance of cooperatives, federations and confederations of cooperatives.

80. Superintendencef Tax Administration (SAT Spanish acronyjnis a decentraled state entity,

with competence and jurisdiction throughout the national territory, to exercise exclusively the functions of
tax administration, contained in the legislation. This institution has functional, economic, financial, technical
and administrate autonomy and has legal personality, property and resources.

81. Superintendencef Banks (SIB, Spanish acronym): body exercising supervision and inspection of
banks, credit institutions, financial companies, surety entities, insurance and other provided ly

addition, exercises supervision and inspection of the Bank of Guatemala, banks, finance companies, credit
institutions, bond entities, insurance companies, general warehouses stores, exchange offices, financial
groups and holding companies of fiagal groups and other entities provided by other laws.
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82. Financial Inteligence Unit (IVESpanish acronyjnexercises the functions of regulator and
supervisor of the regulated entities referred to by the regulations against ML/TF. According toigagunct
it is the Financial Inteligence Unit of Guatemala.

Overview of the financial sector and DNFBPs

83. Guatemala's financial system is divided into two (2) segments, the regulated formal financial
sector and the unregulated financial sector. The fimineat consists of institutions whose authorization is

at state level and are subject to the supervision of the SIB, consists of 105 institutions including banks,
financial institutions, insurance companies, specialized companies in financial servicesotraosgand

also credit unions are considered as financial institutions. In the second segment, there are microfinance
institutions that as mentioned their executionds
AML/CFT obligations. As mentieed above, the Microfinance institutions and microfinance-pnofit

entities Actis currently in the legislative process. Inthe category of financial intermediation, insurance and
auxiliary activities represent five point thirgx percent (5.36%) of é@GDP, of which eightgight percent

(88%) corresponds to financial intermediation, represented by banks, private financial companies and
offshore entities (offshore banks), this informed by BANGUAT considering national accounts.

84. The ML/TF NRA indicatesHhat as at June 802014, the banking sector had 3,429 agencies, 6,541
agents and 3,259 bank ATMs, making a total of 13,229 access points; being the figure of the banking agent
particularly, which has allowed to strengthen financial inclusion in the igoulstcording to information
reported to the IVE, the banking industry operates:

1 98% of cash transactions equal to or above USD 10,000.00 or its equivalent in national

currency.
1 100% of cashiers or managers checks.
1 93% of the purchases and sales of foregrency.

85. Insurance companies in Guatemala grant insurance for risk of vartiusrized sectors such as

life, accident, disease, injury and surety; this sector is not significant compared to the banking system, as its
assets, as of June'3@014, arequivalent to 3%, and this amount represents a low penetration of insurance

in terms of gross domestic product (GDP); universal life insurance, including a savings component, is not
significant, since in 2013 it represented 0.8% of the total sum insured.

86. The securities sector is formalized with the creation of the BVN which provides the location,
infrastructure, services and regulations for stockbrokers to conduct trading effectively and centrally and
audits compliance of the established regulations.986 ithe RMVM was created by the Securities and
Commodities Act, whose object is the control and registration of acts performed and contracts concluded in
the stock, securities and over the counter markets.

87. Derived from the ML/TF NRA, it is known that ti&tock Marketin Guatemala, as at Jung, 30

2014, was comprised of 15 brokerages, of which 11 (73%) belong to financial groups, which are under the
supervision and inspection of the SIB. Based on the analysis, it was determined that the sector size is not
significant compared to the banking system, considering the amount of its assets and stockholders' equity as
at June 30, 2014, these items amounted to 0.08% and 0.54%, respectively.

88. The ML/TF NRA identified as at June 802014 that fund transfersefmitance) companies
represented approximately the equivalent to 10% of the total annual foreign exchange earnings to Guatemala
reported by the financial system under the concept remittances, according to the information provided by the
BANGUAT.
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89. The savigs and credit cooperatives are institutions that operate through contributions from its
members and raise funds through their savings. As at July 15, 2015, the cooperative system was composed
of 306 credit unions, existing three federations of creditngnioepresenting approximately 80% of the
associated credit union. In accordance with Art. 31 of the General Law on Cooperatives, the National

I nstitute of Cooperatives (I NACOP) is created as
in charge of enforcing laws and regulations related with cooperatives, promote their organization, carries out
its registration, provide technical and administrative assistance and promote laws and regulations for the
better development of cooperatves andsee as an advisory body in this
law, creates the General Inspectorate of Cooperatives (INGECOP) as a body attached to INACOP, with
practical, administrative and economic independence, responsible for the control arireervef
cooperatives, federations and confederations of cooperatives.

90. DNFBPs are considered OSs in accordance with Article 18 of the AML Law, 5 of the Regulations
of the AML Law and 15 of the PRFT Law and subject to supervision by IVE, the lattgrdmjpowered to
direct instructions to the OSs and has a Department of Prevention and Compliance to peruasedsk
ML/TF monitoring, evaluating prevention system and verify compliance with ML/TF, and impose
appropriate administrative sanctions.

91. Non-profit Organizations (NPOSs) are institutions or entities that obtain and allocate funds for
religious, cultural, educational, social, and fraternal or any other type of charitable, sociatpvofiton
activities. Due to the nature of their subject, theyelfiefrom tax exemptions. In Guatemala, through-non
governmental organizations (NGOs), which fall within the NPO organizations, state projects for building
roads, schools, bridges, provision of health and education, among others have been implemented. They
represent approximately 5.5% of total DNFBPs, it was estimated that the volume of cash transactions greater
than USD 10,000.0 represents 75.8% (USD 569.9 milion) and international funds transfers sent or received
higher to USD 2,000.0, 25.1 % (4,707 saations) of the total handled by DNFBPs.

Overview of preventive measures

92. The source of preventive measures in Guatemalan regulation constitutes the Art.19 AML Law and
15 of the PRFT Law, additionally, they have complementary operational regulationassuch
1 IVE Official Letter 18182 0 1 2, Al nstructions to Meet OblI
Against the ML and TFO.
For DNFBPs,the IVEAF-01 Al nstructions to Meet Oblig
Against the ML or TFoO.

1 IVE Official Letter no. 4342009, N o . Gui de. SBR Mbra@etnenti ML/ TF
applicable to banks, finance companies and €ibre Banks.
1 IVE Official Letter no. 7212011, communicated to banks, finance companies,SBdre

Banks, credit unions, exchange offices, brokerage firms, gidrstallations and Credit

Card I ssuers. The ARequirements and measul

ASimplified Form tl@SOsltoart relationships |V
1 IVE Official Letter no. 2582 and 2642015, the IVE sent to all Regulated Entities the

Executive Report of the ML/TF NRA of Guatemala, where it is indicated that they must

implement measures and actions to mitigate ML/TF risks and the designation of resources

to effectively address them.

93. The problems identified are:

1 DNFBPs are not aware tife risk of ML/TF to which their activities may be exposed. No
development of policies, procedures and controls to help minimize the risks is observed; this
translates into lower percentage of submission of Suspicious Transaction Reports (STRs) by
DNFBPsn relation to the financial sector.
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1 Banks are the main generator of STRs, they send 67% of the total and FTC 15% with which
there is a concentration; this contributes to the perception of minimal effectiveness of
policies and procedures developed by othgulated entities.

1 Microfinancing institutions, lawyers, notaries, casinos and video lotteries are not regulated
entities, which are not subject to AML/CFT obligations and therefore do not have an
AML/CFT system, so they do not develop DDC, nor can iflerstnd report suspicious
transactions if necessatry.

94, In Guatemala, those engaged in the purchase and sale of cars have been incorporated as regulated
entities, it is to clarify that the said regulated entities as at June 2015 have forwarded 6.8% oftfee STR
2015.

Overview of legal persons and arrangements

95. The types of legal persons that can be constituted in Guatemala are:
1 Business Partnerships;
1 Limited Partnerships;
1 Limited Liabiity Companies;
9 Corporations, and
9 Limited Partnerships by Shares.

96. The profitable legal entities are entered in the General Commerce Register (REy&fish
acronym), the information provided by the country indicates that 98% of companies are corporations.

97. Non-profit legal persons are enteredin the Register of Legaldsn{REPEJU, Spanish acronym),
cooperatives are registered with the INACOP and the trusts are registered with the SIB; each record is
managed by different entities. The records are public; however, this systEnenitralizedecords lacks
efficiency and bmogeneity to collect information.

98. In the case of finance profitable legal entities, which are under the SIB, access to information is
complete, there is not restricted information protected by any secretwhatsoevdelidany of information
is an offence punishable by fine.

Overview of supervisory agreements

99. Regarding cooperation and national coordination, as it was previously mentioned, the
COPRECLAFT aims to coordinate efforts and cooperation between State institutions involved within the
frameworkof prevention, control, surveilance and punishment of ML/TF offences as well as the FPWMD,
in order to contribute to the compliance with the international law and treaties approved and ratified by
Guatemala, within a national system of prevention, cbnimonitoring and sanctions, respecting the
competence and autonomy of each institution.

100. On September"8 2011, the agreement on the framework of hitgency Coordination and
Exchange of Information was signed by entities comprising the COPRECLAFinyid entities that are

also part of the legal framework for the prevention, control, surveilance, research, prosecution and
punishment of these crimes.

101. Art. No. 32 of the AML Law states thd&tt h e | VE i s created within

designatednly as Intendancy or acronwiVE-, which will be responsible for overseeing the purpose and
compliance with this |l aw and its regulations, wi
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102. The IVE is the Financial Inteligence Unit of Guatemala, andciboedance with Art. No. 32 of
the AML Law No. 24 of its Rules of Procedure, is part of the structure of the SIB.

103. Also in the Art. 7 of AG. No. 132010 of the President of the Republic of Guatemala a technical
secretaryis designated: T h e | V E wil &ct as fieehniSal S&cretary of the Commission and, in his
absence, will act as such, the Director of the IVE of the SIB. The Technical Secretary will be the technical
and logistical support to the Coordinator of the Commission and performits funatdns h o n or e mo

104. Also in Art. 20 of the first paragraph of the Regulations of the PRFT Act statesthdt e S 1 B
through the IVE, will be the body responsible for ensuring, within the strictly administrative scope, to fulffil
the objective of this Act; for sheffect it will have the same powers, functions and attributions conferred by
the Law Against the Laundering of Money or Other Assets, its regulations, and other provisions on this
mattero

105. Due to the above, SIB through the IVE has conducted monitorfif@Se on the compliance of
ML/TF and the instructions that have beenissued. IVE consists of the Departments of Analysis of Financial
Transactions and Prevention and Compliance, as well as by the Legal Support Unit, Information Technology
and Data Analysis

106. The IVE is empowered to exchange information under Art. No. 34 of the AML Act and No. 20 of
the PRFT Act, which provide that all public and private entities are required to provide the assistance it
requests them to carry out their goals.
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CHAPTER 2. NATIONAL AML/CFT PO LICIES AND COORDINAT ION

Key Findings and Recommended Actions

Key Findings

- In general, Guatemala has an adeguate level of ML risk understanding and has developed a Natipnal
Action Plan, which mitigates the ML risk identified. Regaidg the TF risk, terrorism is not considered
a direct threat to the country, and regarding TF a level of mediudow risk, in view of the geographical
location, is assigned. However, the TF risk analysis is based on absence of information from the
authoriti es, apparently without having a proper analysis of threats and vulnerability of TF.
- The participation of the relevant authorities of the public sector and private sector actors, bothin the
development of the NRA and the NSP against ML/TF denotes an ad&ig level of coordination and
cooperation in the above processes.

- In general the level of understanding of the risks of ML/TF by financial OSs is considered adequate,
however there are still some sectors, as in the case of néinancial OSs (DNFBP), whh evidence a
low level of understanding of the ML/TF risks to which they are exposed.
- The following offences are identified as ML threats, due to recurrence and resources generated: trade,
trafficking and illegal storage (drug trafficking); tax/customs fraud; active/passive bribery,
embezzlement (public corruption); trafficking/human trafficking; Customs smuggling and extortion,
of which the latter has the highest incidence, or identification and prosecution by the authorities. |t
deserves special imporance the use the country as a route for drug trafficking, storage and trafficking
of drugs, mainly cocaine, illicit crossborder transportation of money and smuggling of goods.

- The COPRECLAFT allows authorities responsible for the fight against ML/TF ¢oordinate the
development and implementation of policies and activities in the field. There are also numerous
working groups with participants from different agencies and mechanisms to facilitate operational
coordination.

Recommended actions

Guatemala mt implement the following recommendations in order to have adequate AML/CF[
policies commensurate to the ML/TF risks and strengthen their level of national coordination:

- Conduct a review of the risk analysis of TF whichincorporates in the analysis, ptse abuses in the
financial sector, DNFBPs and NPOs, particularly those who are not yet regulated entities. Just ag the
role of the informal economy that causes lack of control of transactions has an impact on the
calculation of ML/TF risk.
- Issuing regulations and relevant training directed to DNFBPs and NPOs on the implementation |of
policies for managing ML/TF risks to which they are exposed, and the results of the NRA. This wjith
the aim of improving the understanding of the risks by the OSs.
- Developpolicies and activities to address the FPWMD

107. The relevantmmediate Outcomeonsidered and evaluated in this chapteris 10 1. The relevant
recommendations for the assessment of effectiveness in this section &e R. 1
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Immediate Outcome 1 (Risk, Policyand Coordination)
#1 OT OOUBO O1 AAOOOAT AET ¢C T &£ EOO -,7T4& OEOEO

108. As mentioned above, Guatemala conducted the ML/TF NRA in 2014, which allowed the
identification, assessment and understanding of the risks of ML/TF for the country.

109. As a result of the analigsof ML threats, major offences were identified, due to recurrence and
resources generated: trade, trafficking and illegal storage (drug trafficking); tax/customs fraud;
active/passive bribery, misappropriation/embezzlement (public corruption); tragfiukinan trafficking;
customs smuggling and extortion, of which extortion is the highest incidence, or identification and
prosecution by the authorities. Main threats identified were: the use of the country as a route for drug
trafficking, storage and traéking of drugs, mainly cocaine, ilicit crodmrder transportation of cash and
smuggling of goods.

110. The ML/TF NRA points out, according to studies by MINGOB, that at least ten (10) land routes
of drug trafficking from Belize, Honduras, El Salvador andxile have been identified, also the National
Commission against Contraband states that there are 117 blind border crossing points with Mexico, where
goods are decanted, mainly fuel. With regard to seizures of ilict money, this has increased congiderably
recent years, from USD 2.6 milion in 2012 to USD 3.1 milion in 2013 and USD 10 milion in 2014.

111. Furthermore, based on analysis of thittee (35) of the sixty (60) judgments entered by the
Judicial Branch, relating to ML, the following charactecistivere identified: a) the highest number of
judgmentsanalyzedcorresponded to cases of crdmsder transportation of money. In these cases, people
were caught at the international airport, trying to leave the country with cash. The money was transported
hidden in luggage or inside their body, and at the time of arrest, they could not justify or prove the legal
origin of cash and b) the most used financial products were deposits in savings accounts and cash accounts,
from which transfers of national andternational funds were subsequently sent. The accounts used
corresponded to individuals or legal persons without commercial activity, therefore without economic
justification.

112. In the analysis of threats, regarding offences related to corruption, takamgaccount the
information provided, its analysis and the corresponding rating could have been more rigorous, as the level
of ML risk associated with thedehaviorsseems to be higher.

113. On the side of the vulnerabilty analysis, from the methodologioal daf NRA two types of
analysis were performed: national and sectorial. National vulnerability analysis took into account the
capacity of national struggle from policy analysis and implementation, the criminalization, investigation and
prosecution on MLconvictions and seizure of assets. According to information provided, government
support is demonstrated to provide human and technical resources to the various authorities that are part of
the fight against ML/TF, since 2011 there has been a growth iinitreent (prosecutors, assistants, clerks,
analysts, drivers and security staff) from fifteen (15) employees in 2010 to a total figfity (58)
employees in 2013. Importantly, by the Asset Forfeiture Law (LED, Spanish acronym), there is an effective
tool to seize and confiscate goods, since one of its objectives is the identification, location, recovery,
repatriation of assets and extinction of rights relating to domain thereof; as well as profits, proceeds, products,
returns or exchanges of ilicit gm, in favor of the State.

114. For the sectoral vulnerabilty analysis, in addition to having the involvement of the relevant

authorities, it was conducted with the involvement and gathering of information from institutions and guilds
of the financial sectaind the Chamber of Commerce for the case of DNFBPs.
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115. According to the findings of the NRA and what was already informed by the competent authorities

of the financial sector, the banking sector is the most exposed to ML, through monetary depositsgad savin
accounts, as well as domestic and international funds transfers. Additionally, on the side of DNFBPs, in the
analysis of ML vulnerabilties, lawyers, notaries and casinos were identified as high risk level; NPOs,
purchase and sale of vehicles, servioearmoringas mediurrhigh level and sales of precious metals and
stones, trade in art objects and antiques, public accountants and auditors, company and trust service providers
as medium level of risk. The main input used to determine the level of \nilberavas through the
assessment (by the public and private sectors) of the control measures that exist in the sector, such as the
existence of regulatory authority or specific supervisor in the field, rules against ML, controls to prevent
ML, among othes.

116. In Guatemala there are no AML/CFT regulations with obligations established for lawyers and
notaries and casinos. For the specific case of ¢
Casinos, Video Lott er i ehstanding itha fpregoirg,ntitbre @ra otted activitge® . N
such as lotteries, raffles and the like, authorized by the MINGOB, which are OSs according to AML
regulations.

117. Guatemala has incorporated as regulated entities sectors that by their ML risk exposure in
particular, deserve special attention, such as NPOs, activities related to trade in art objects and antiques, the
services provided by the companies involved in manufacturing, transportation or related services armoring
property of any kind. It should beretsed that in the case of fiduciary services, the only ones who can
provide this service are banks and financial companies comprising the national financial system.

118. The analysis of the informal economy and the unregulated microfinance industry desdeves r

by taking into account what was indicated in the NRA itself and the information obtained duringsitee on

visit. Microcredit services provided by entities of the microfinance sector were rated with a rAwedium
vulnerability level. Part of the anais took into account the KYC measures and monitoring, among others,
indicating that these are carried out. However, since the activity of microfindhatare not NPGs not
regulated by the SKB or by the IVE, in regard to AML/CFT measures, thisamethat they do not have to

obtain a license for operation, no fit and proper requirements are in place for these institutions and it is not
possible to know the scope of application and implementation of the above measures, which should have
had an impatcon the result of the analysis of the vulnerability of these institutions.

119. The issue of the informal economy and microfinance is particularly relevantin the context of ML,

as mentioned above the estimated size of informal economy by ECLAC accoutpprfodmately 50.5%

of the GDP, which impacts on lower regulatory and law enforcement capacitty, limited economic regulation
in the lack of transactional controls regarding AML/CFT and in the country's context, high levels of social
exclusion and tax congdations, among others. Thus it arises the need for a current approximation of the
size of the informal economy and perform an analysis of ML/TF risks taking into account that context.

120. With regard to the TF risk, the NRA determined that the level obfid was mediuriow. The
NRA performed a TF threat and vulnerabilty analysis.

4 After the onsite visit, in May 2016, the Law of Microfinance Entities and Non Profit Microfinance Entities was
published, thus providing a new legal framework to the aforementioned secter.establishes that institutions will

be undersaid Law, the Law of Banking and Financial Groups, the Financial Supervision Law, the AML Law, the CFT
Law, by the provisions issued by the Monetary Board and the SIB. However, this information is outsittetdef

the Mutual Evaluation, as it is limited to the last date of the onsite visit.
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121. On the threats side, it wasalyzed the existence of internal and/or external threats, challenges

and gaps in data collection and typologies. No internal or external thremsdentified, as there were no

cases to obtain information for analysis. Due to the geographical location, it is noted that Guatemala could
serve as a bridge for suspectedterrorists on their way to the United States of America, which would represent
apotential threat to national level, which corresponds properly to terrorism, and would require an analysis
of possible specific TF threats. In terms of data collection and typologies, the NRA describes that no
chalenges and shortcomings were presentambliecting data to assess the threats, as the participating
entities had no cases relation to the TF and as there have been no cases, no typologies have been identified.

122. With regard to national TF vulnerability, shortcomings are measured in the ecolegalcand
institutional environments that make the country vulnerable and therefore attractive to commit TF. To set
the level of vulnerabilty, analysis of legislation, the FIU, international cooperation, inteligence gathering
and poltical commitment inrelation to TF was considered. Identified needs and opportunities for
improvement were relative to the regulatory field, in penalization of TF and implementation of UNSCR 1267
and 1373, and since there have been no known cases of TF, the institutidmsrgim @f investigation,
prosecution and punishment of TF offences, have not been tested and the time of the NRA there was no
specialization in TF in these areas.

123. Before the analysis of TF, it is important to note that it can be strengthened by thefgshaly o
financial sector vulnerabilties, such as the flow of international transactions, especialy remittance entities.
It is also important to incorporate possible abuses of DNFBPs and NPOs in the TF analysis, particularly
those who are not yet regulateditities. As in the field of ML, the role of the informal economy that causes
lack of transaction control has animpact on the calculation of TF risk.

124. Overall, the Guatemalan authorities have proven to have an adequate level of understanding of the
ML risks. The IVE being the entity that executes functions both of financial inteligence, supervision and
technical secretariat of the COPRECLAFT is identified as a strength, which provides evidence of the
capacity needed to both understand the risks and ssgdine OSs with a RBA.

125. The action plan implemented for the mitigation of the risk identified is coherent with the needs set
by the NRA, it focuses its main actions in strengthening and building capacities of the task forces, authorities
and judges. Likevise, it identifies activities to improve the efficiency and effectiveness of ML/TF preventive
measures, such as optimizing criminal investigation and management of justice, as well as institutional
strengthening.

126. Allocation of resources and time by theosecutors, authorities and reporting entities prove that
countering ML/TF is a priority for the country and that many of the identified risks are addressed through
the execution of the specific activities set forth in the NSP. Importance should beogithenwork carried

out by implementing the obligation of preventive measures with entities different to those set by the FATF
Recommendations, such as: purchase and sale of motor vehicles, trade of works of art and antiques and
armoringservices.

127. Overal according to the information gathered it is evident that both the authorities and the private
sector financial institutions understand the risks faced by Guatemala in terms of ML. The TF assessment
could be strengthened with the vulnerability analy$ihe stakeholders and sectors exposed to TF.

Objectives and activities of competent authorities
128. Guatemala has effective mechanisms in most areas to mitigate the risks. The competent authorities

are committed and wethanaged and have adequate coordinaliy the COPRECLAFT.
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129. COPRECLAFT is the body responsible for the overall coordination of the system and the high
level assessment of the risks, but in practice, as a collegiate body, mainly approves the material provided by
the IVE, the Secretary of theo@mission, or other members of the Commission.

130. The IVE has shown a high level of understanding of the risks. Risk analysis by the IVE appears to
determine compliance with the responsibilities of the IVE both as FIU and supervisor. The IVE has an area
of dstrategic analysis which has been derived from the analysis of vulnerabilties of the NPO sector. In
particular, there is a high degree of communication and feedback between its two main functions (as FIU
and supervisor), which has been helpful in improvihg ability of understanding the risks and to supervise

the regulated entities with anapproach basedon the risk. The IVE is clearly the engine of most of the material
and information related to risks, actions and monitoring presented to and formakywexppy the
Commission.

131. The law enforcement authorities and the members of the PPO have a solid understanding of the
risks affecting their specific areas of activity. Knowledge is backed by not only the processes carried out to
date, but by the clear i work evidenced between the IVE and the PPO.

132. Some specialized operational units, specifically specialized prosecutors, are able to identify and
meet trends in the types and methodologies used by criminals for ML. This knowledge is clearly reflected
with good results in their joint work and the approach of Guatemala's criminal policy embodied in the
Strategic Plan of the PPO.

Exemptions, enhanced and simplified measures.

133. Prior to the development of ML/TF NRA, the IVE has issued preventive measurfrsafwial
and norfinancial OSs in order to manage and mitigate greater risks. Among these measures are the
following:

Table 1: Summary of strengthened and simplifies measures for REs

Number Official Doc Summary of the measure
Implement measures to carry out an analysis of operations of
IVE Nibg.i](:)zl%ll and customer who engages in foreign currency exchange, particularly
' identified as moneychangers.
IVE No. 2126 and 2127 Comrr_lunlcate the existence of typologlaad inform the OSs of th
2012 and 3650014 technical document that contains them so that measure

implemented to prevent ML.
IVE No. 3662011 and | Measures to identify, control and monitor the accounts of poliical
13072015. organizations.
IVE No. 6122010, Implementprevention and control mechanisms for product or

financi al ser vijprai dusQarldso.cal
IVE No. 6242010. Measures that OSs should consider in order to constitute a trust.
IVE No. 132009. Account Control on behalf of companies or othertiestin formation.
IVE No. del 1030 to , -
10342013 Instruction on Poltically Exposed Persons (PEP).

Measures that OSs should consider in order to end business relat

IVE No. 14322009 and | with customers or not initiate with individual eigal persons suspect
14202013 or linked to drug traffickihg and/or organized crime and crim

organizations

IVE No. 4342000. ML/TF Risk Management Guide
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134. In addition, the ML/TF NRA has identified the principal risks of ML, doyalyzingthreats and
vulnerabities. From this evaluation the ML/TF NRA Action Plan has been established, whose general
actions to be implemented are focused on the OSs taking measures to manage and mitigate the risks of
ML/TF. According to the results of the ML/TF NRA, both financaldd nonfinancial sectors were reflected

as most vulnerable to the risk of ML/TF, whose activities are set out in the Action Plan to mitigate its risks,
as detailed below:

Table 2: Activities to be developed pursuant to the ML/TF NRA Action Plan
Sectorswvith High and
Medium-High Vulnerability

Activities to develop action plan as ML/TF NRA

Monttoring the bill that was presented to Congress (Intiative: 4
Law Regulating Bets, Casinos, Video lotteries, Bingo and
Gambling).

Preparation of draft amendment of legislation, to include new
activities increased risk in prevention of ML/TF, according to
international standards

NPOs, purchase and sale of | Issue instruction to financial institutions, requiring the

real estate, property implementation of enhanced measures of KYC if detected or st
development, purchase of relationships with clients whose activity corresponds to these
vehicles,armoring services, sectors, in order to strengthen mechanism@évent and detect
funds transfer companies. regulated entities are stil pending IVE registration.

FTC (remittance}p Strengthen actions that enable them to identify PEP customerg
issuing forms to initiate relationships for money transfer compa
Intensify he control measures taken by cooperatives taking intd
account their geographical risk

Strengthen the control measures taken by the cooperative sec
order to identify partners that meet the category of PEP.
Optimize the transactional monitoring s of the cooperative
sector focused on riskier operations.

Casinos, lawyers and notarie

Credit unions

Cooperation and coordination at the national level

135. As mentioned, the COPRECLAFT was created to coordinate efforts and cooperation between
State institutions involved in the legal framework floe prevention, control, surveilance and sanction of
ML/TF and FPWMD. To achieve its purpose and functions, the Guatemala MER approved by the CFATF
in 2010 was used as a domestic diagnosis, in order to focus their efforts to prioritize closing cowggtigsnce

and strengthen the national system. On that basis, the NSR@D41Qvas drafted to strengthen the rule of

law and the national economy by strategic analysis, implemented and executed by four working groups made
up of officials of the institutions dhis Commission who have been meeting periodically since 2010 to make
strategic decisions, learn about the progress of theaggncy work and propose strategic intiatives to
improve the prevention, control, surveilance and punishment of crimes dgifMihese groups have the
following purposes:

1 Group 1 Strengthening and Strategy: Strengthening the national system of prevention and
suppression of ML and TF by improving the efficiency and effectiveness of prevention
measures ML/TF; optimizing criminahviestigation and the administration of justice, setting
forth a system of information exchange and analysis, and providing for the institutional
strengthening of the entities related to combating these crimes.

1 Group 2 Training and Awareness: Develop a a@hensive and permanent training
program with different levels of content according to the results of the needs assessment
performed. Proposal for a comprehensive and ongoing awareness program aimed at the
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general population, which assists in the prevantimd encourages the detection and
reporting of ML/TF/FPWMD.

1 Group 3Exchange and Coordination Agreements: To propose the creation, modification and
improvement of regulations related to the prevention, repression and combat crimes of
money laundering ortber assets, financing of terrorism and financing of proliferation of
weapons of mass destruction, in order to faciltate its implementation and effectiveness at
the country level and optimize and develop cooperation agreements and exchange of
information at national and international level in these subjects.

1 Group 4 Statistics and Technology: Implement mechanisms to measure the effectiveness of
actions aimed to mitigate the risk of ML/TF/FPWMD.

136. It is important to note that the NSP 2eA@4, which is comysed of 88 activities and in force

unti May 31st, 2014, in accordance with information provided by the authorities, presented a level of
compliance of 96%. Subsequently, the COPRECLAFT approved the NSR@D84ollowing the FATF
Recommendations. In th@forementioned NSP, strategic objectives, activities, actions to be undertaken,
expected results, entities involved and their responsibilties were reflected. As a result of the ML/TF NRA
and the development of the Action Plan which includes the priadgtions to mitigate the identified risks,

the NSP 20142018 was updated for priority actions to be incorporated and developed by the Groups listed
according to their functions and capabiities. In accordance with the information provided by the
COPRECLAFT77.1% of activities set forth to be implemented have been enforced to date.

Table 3: NSP development by Group
Actual developments by Groug’ October2015 NSP Development
Group No. 1 Group No. z Group No. ¢ Group No. 4 NSP Avg.
72.4% 84.8% 61.0% 90.2% 77.1%

137. The creation of a special Of fice within the
permanent, updated and specialized training program for ML/TF are activities worth stressing. In particular,
the work of Group 4, regarding centralipati of statistical information, is specialy noted. As part of the
development of the activities of the Group of statistics and technology, under the NSEO2H1and
providing continuity in the NSP 2042018, it has designed a technology platform callter|Statistics

System ML/TF (SIRE, Spanish acronym) whereby the competent authohtemelednd centralized in a

unified platform, relevant statistics for AML/CFT purposes, which reflects the fight against these offences
in Guatemala. At the time ohé onsite visit, the platform was already in operation and the relevant
institutions were just beginning to use the platform.

Awareness of the risks of the private sector

138. As mentioned above, the private sector, the financial sector participatedoiotless of NRA in

the implementation of the modules of the tool for the study of sectoral vulnerabilties, although the
participation of institutions which are DNFBPs was needed, while members of the Chamber of Commerce
were present. Once the NRA processsveoncluded, the NRA report document was issued, which, by IVE
circulars, during 2015, and sent a total of 2071 financial andimancial OSs. Some private sector entities
interviewed during the esite visit, however, stil had not viewed the NRA repor

139. The level of understanding of ML/TF risks, particularly of ML by financial OSs is considered
appropriate, in particular the banking sector best knows risks and applies a RBA. However, in the rest of the
financial sector, understanding of risks and énméntation of measures is lower. In the case of DNFBPs,
according to information from the ite visit, it is evident that DNFBPs have a low level of understanding

of the ML/TF risks to which they are exposed.
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140. In addition, with respect to the understaugdiof risks, it is important to note that there are still
sectors, both from financial (microfinancing companies) andfinancial sectors, that are not OSs and
require to be included in the AML/CFT system. In addition, there are still OSEs that nesdpig with
their AML/CFT obligations, which affects the understanding of the risks by the private sector.

Conclusions on thenmediate Outcomd

141. According to the above&;uate mala has a moderate le vel of e fie ctiveness re gardilmgme diate
Outcome 1.
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CHAPTER 3. LEGAL SYSTEM AND OPERATIONAL PR OBLEMS

Key findings and recommended actions

Main Findings

Immediate Outcome 6
- The financial inteligence generated by the IVE is used by the competent authorities in ML investigations,

which is evidenced in pactlar by the PPO investigations arising from IVE legal reports. Furthermgre, a
good level of cooperation is seen by the IVE both with the authorities and with the regulated entities. In the
case of TF, the absence of related cases did not allow to evedeatse of financial inteligence associgted

with this crime.
- The IVE receives STRs of financial OSs and DNFBPs. However, significant efforts should still be made
in registering OSs and further submission of DNFBPs STRs.
- The IVE has access to variodatabases that allow it to provide added value to the STR and prgduces
quality legal reports.

Immediate Outcome 7
- Asregards the investigation and prosecution of ML, Guatemala has sound legislation that allows tq develop
the investigations and penalidee aleged perpetrators, either natural or legal persons, associated with the
materialization of these crimes.
- Authorities in Guatemala, through their competent bodies, have made significant efforts to address this
problem which is derived from the effices identified as a threatin the ML/TF NRA, this work demonstfates
the efforts of the authorities, IVE, PPO, investigative authorities, who in coordination with the financjal and
DNFBP, perform the necessary actions to fight ML threats.
- Guatemala hasnade efforts to achieve in criminal proceedings in process, convictions and seized and
forfeited assets, which have allowed a weakening of these criminal structures, allowing in some cases ther
disarticulation.

Immediate Outcome 8
- Guatemala performs ehnecessary actions permitted through two (2) figures established in law to fecover

the funds, assets and/or other assets from crime, forfeiture and confiscation.
- However it is necessary to optimize some procedures required by the international statitafdrfeiture
or confiscation of property of corresponding value, which could contribute to the damages causgd by the
criminal structures of the Guatemalan State.
- Through CONABED and SENABED, all assets under their responsibiity and declareetbrfeder the
LED are managed.

Recommended Actions

Immediate Outcome 6
- There should be mechanisms or procedures in place, such as working groups, to provide feedback to judges
and prosecutors on cases presented.
- Relevant legal changes must be madéabthe IVE officials and compliance officers do not particigate
as witnesses in the processes of ML or asset forfeiture.
- Incorporate as OSs the sectors that are needed and generate training mechanisms for increasing STRs by
DNFBPs and TF STRs.

Immediate Ou tcome 7
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- Greater efforts to implement their national policies and strategies to combat the identified threats,
this should be reflected in the consolidation in the PPO Strategic Plan 202919, where actions have
to be set against the criminal phenmenon, taking this institution in charge of the axes of crimina
investigation and prosecution, in line with the COPRECLAFT NSP, where the articulation of|all
competent authorities to fulfil the tasks together is set as a priority in order to mitigate théentified
threats.

- It is required to provide greater human and technological resources to the PPO and the police for
investigation and prosecution of ML offences and predicate offencesin order to have greater presence
in the Guatemalan territory, espe@lly in the areas due to its geographical condition, economic
activities, products and services offered and in accordance to what is evidenced in the NRA, are nore
likely to have higher incidence of these crimes.
- The development and implementation of diSpecial Investigation Techniques that are established in
the Guatemalan legal framework is necessary, as this will allow and facilitate the development|of
investigations of different auxiliary research bodies responsible for carrying out this fight, alleing
consolidation of the objectives as a country.

- In turn it is necessary to design and establish policies that allow incorporating coordinated actions
to combat other ML risks and threats that are considered to be increasing in the country as is theus
of illegal arms trafficking.

- It is also considered essential to update the specialized staff in the investigations of these crimes,
conducting regular training on new types, trends and research methods.

Immediate Outcome 8
- It is important that the issue of repatriation, distribution and restitution of funds and assets, where
applicable, deepens through developing international cooperation through the various agreements
and institutions that the Republic of Guatemala has.
- The enforcement of forfeture of property and funds of corresponding value of natural and legal
persons who are involved in criminal actions involving domestic and foreign predicate offences are
required.

- There must be a continuous training of the competent authorities to carrgut this work in order to
keep up with the demands involved in an investigation of this type, in turn link and close cooperatign
with the authorities of neighboring countries and countries with which it has cooperation agreementg
for the purpose of designng strategies to achieve the identification, tracing and confiscation of fungs
and assets derived fromiillicit activities.

142. Relevanimmediate Outcongconsidered and evaluated in this chapter are I3stt& relevant
Recommendations for the assessméaftfectiveness in this section are R. 3, R. 4 Rn@932.

Immediate Outcome 6 (financial intelligence ML/TF)
Use of financial intelligence and other information

143. In Guatemala, the entity responsible for performing the functions of financial intedigesnthe

IVE, created within the structure of the SIB, pursuant to Article 32 of the AML Law. Such entity is
responsible for ensuring order and compliance with this law and its regulations, contained in Government
Agreement No. 112002. Under the provimns of Articles 20 and 16 of the PRFT Law, the IVE is also the
body responsible for ensuring, within the strictly administrative level, compliance with the objective of that
law, and the effect has the same powers, functions and powers conferred upigi. thavd, its regulations

and other provisions on the subject.
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144, The IVE has appropriate resources to perform its duties. The Division of Financial Transactions
Analysis is comprised of forty officials and it is backed up by the technology sector (5 p&bpl®ivision

is organized in three main areas: Initial Analysis, Financial Transactions | and Financial Transactions II.
Such areaanalyzeSTRs in searchof criminal activities by way of severalmethods, including STRs analysis,
requests for additional formation to OSs and their foreign counterparts, preparation of ML/TF typologies
reports, and objective reports analysis.

145. The I VE through the tool APortal of Regul at
types electronic reports (ER) oafrsactions carried out by the OSs, which must be sent monthly:

1 ER of Transactions over USD 10,000.00. Sent during the first five working days by the OSs
registered in the IVE (banks, financial, funding, offshore entities, cooperatives, leasing,
warehousig, bonding, insurance companies, brokerages, exchanges, forex trading, house
pawn, check cashing companies, pension fund, factoring, raffles and similar lotteries, credit
card operators, companies fund transfers and credit card companies).

1 ERc a s hdheks éverto USD 10,000.00. Sent during the first five working days for the
banking system. Contains all purchase transactions madeirs h ¢hecksdos amounts
greater than USD 10,000 or its equivalent in national currency;

1 ER purchase of foreign curreyin cash. Sent during the first fifteen days by banks, financial
and exchange of all the buying or seling foreign currency in cash;

1 ER of cashincome and expenses in local currency. Sent during the first fifteen days by the
banking system. Contains allansactions involving entry or exit of national currency
(quetzaly,

1 ER larger transactions to USD 10,000.00 or its equivalent in national currency. Sent during
the first five working days by nefinancial OSs registered in the IVE (trade in art objects
and antiques, leasing motor vehiclesmored public accountant and auditor, sale of
property, property development or sale of propegwelry trade, precious stones and
metals, nofprofit organization that manage foreign funds, -poofit organization tht
manage state funds, tax offices provision, property development, provider company service
provider, independent insurance service agem®pring property services of any kind,
insurance brokers and sale of motor vehicles).

1T ER of mo n e y ¢ lores.nSer’ dusing the frst five working days by financial,

exchange houses and banks in the system, in respect of all cash transactions and documents

made by clients whose main activity is buying and seling national or foreign currency, and
in particularidentified or denominated mon&pangers.

1 ER of financial statements. ER in which information of name and account number and
amount of the account persons particularly those who are under investigation or at the
request of PPO is requested from OSs.

1 ER ofcredit card operations. Sent during the first five working days by credit card operators,
which includes the amount and number of transactions by credit card by facilty type during
a calendar month.

1 ER of crossborder transfer of cash. Sent during thstfiifteen working days by banks and
offshore entities. In this report transactions of cilossler cash transfers in local and/or
foreign currency must be reported.

1 ER of values mobilization. It must be sent during the first fifteen working days by value
transportation companies. In the same it is due to enter the value information that companies
send outside the national territory.

1 ER of foreign currency receipt of cash. Must be sent during the first fifteen working days by
banks, finance, offshore erdti, funding, credit cards, money exchange, companies fund
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transfers, warehousing, leasing, insurance companies, brokerages, pawn shops, cooperatives
affiiated to FENACOAC, factoring, lotteries, raffles and the like, credit card issuers.

1 ER of funds trangfr over USD 2,000.00 or its equivalent in national currency. It must be
submitted during the first ten working days for funds transfer companies, banks, credit
unions, offshore entities, financial entties, and the Institute for Promotion of Insured
Mortgages.

1 ER of the purchase and development of real estate. It must be submitted during the first ten
working days by companies engaged in the purchase, sale and/or promotion of real estate,
with the reporting of all transactions with customers for the pugslsade or promotion of
real estate.

1 ER of the purchase of motor vehicles. It must be submitted during the first ten working days
by companies engaged in buying and seling of motor vehatemringservice companies
of any kind andarmoredsehicles leaieg companies, with the report of all transactions with
customers for buying or seling motor vehicles whether land, sea or air and operations
armoringproperty of any kind and leasing afmoredvehicles.

Usefulness of the information and reports

146. ThelVE through a specialized unit analyses the information contained in internal databases, which
include electronic reporting information, as well as information obtained from external sources, with the
objective of identifying patterns or possible finanaiéchanisms of ML or TF, to assist in the effective
prevention and suppression of such crimes; example of the above are the strengthening prudential regulatory
measures that have been issued as a result of that analysis, such as Resel@®a01d, Meaures on
Regulations and Minimum Requirements for Receiving Foreign Currency Cash, among others.

147. During the period under review (January 20ibvember 2015), the IVE received from the OSs
a total of 3,748 STRs, of which 80.31% were submitted by bar®d&¥®6bycredit unions, 4.51% by fund
transfer companies, and 5.02% by motor vehicle purchases and sales.

Table 4: STRs Received (January 201iLNovember 2015)

Type of regulated subjects 2011 | 2012 2013 2014 2015 | Total %

Banks 434 409 497 884 786| 3,010 8031%
Credit Unions 46 29 16 47 89 227| 6.06%
Motor vehicle purchase and sale 0 0 13 64 111 188| 5.02%
Fund transfer companies 7 4 6 40 112 169 4.51%
Insurance companies 7 12 18 7 13 57| 1.52%
Credit cards 2 2 3 3 10 20| 0.53%
Off-Shore 5 3 2 3 4 17 0.45%
Real Estate publications or purchase a

sale 0 2 4 6 5 17 0.45%
Financial companies 3 2 3 4 1 13| 0.35%
Real Estate purchase and sale 0 0 0 0 8 8 0.21%)
Capital transactions 1 3 1 1 1 7 0.19%
Independentinsurance brokers 0 0 0 0 4 4 0.11%
Currency eghange offices 0 0 1 1 0 2 0.05%
Financial lease 0 0 0 0 2 2 0.05%
Other institutions 0 0 0 0 2 2 0.05%
Credit cards operators 0 0 0 0 1 1 0.03%
Lotteries, raffles and others 0 0 0 0 1 1 0.03%
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Type of regulated subjects 2011 | 2012 2013 2014 2015 | Total %
Jewelry, precious stones and metals tra 0 1 0 0 0 1 0.0%
Stock brokerage companies 0 0 1 0 0 1 0.03%
Surety companies 1 0 0 0 0 1 0.03%
Total 506 467| 565| 1,060 1,150 3,748 100%

Graph 1: STRs Received (January 2010 November 2015)
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148. This shows that the STRs used as input for the production of fshameligence are derived

mainly from the financial sector, especially from banks. On the other hand, there is a low percentage share
of STRs reported by the DNFBPs compared to those of financial OSs. However, it is important to point out

that during tle period under evaluation there has beenan increase of STRs submitted by DNFBPs. Therefore,
in 2011, only one STR was received and by 2015 this figure has increased to 130 STRs. In particular, STRs
for the purchase and sale of motor vehicles has increlsied the last two years. Itis important to stress

that the information provided by DNFBPs has been employed in processing ML cases, for instance, in the
case 2 below, in the analysis of this 10.

149. In addition, based on the analysis of the STRs recaimddther sources to carry out inteligence
activities, the IVE makes multiple requirements or requests for additional information. Such requests amount
to 59,712 during the last five years. There follows a detail of the requests for information to genOfys

the IVE. During the period under analysis (January 20ldvember 2015), the IVE made 59,712 requests

for information, of which, regarding financial OSs, 14,037 were made to banks and 9,967 to credit unions,
mainly. In the case of neinancial OS, 10,308 were made to real estate companies or purchase and sake
operations, 1,128 to accountants, 80 to companies advisors and 173 to NPOs/international transfers.

Table 5: Number of re quire ments to re gulated subjects (January 201-INovember 2015)

Type of regulated subjects 2011 2012 | 2013 | 2014 | 2015 [ Total %
Banking 3.886] 2.469 2963 2.990[ 1.729] 14.037| 23,5%
Property development companies or sale of
properties 45 370 3.149 4.867| 1.877 10.308 17,3%
Credit unions 376 488] 2.73| 4650 1722 9.967| 16,7%
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Type of regulated subjects 2011 | 2012 | 2013 | 2014 | 2015 | Total %
Finance 1.626 1.063 982 822 537 5.030 8,4%
Independent Insurance Agents 0 0 0 1.290[ 2.947 4.237 7,1%
Sale of motor vehicles 11 85 796| 1.635 611 3.138 5,3%
Off-Shore 685 458 501 459 314 2.417 4,0%
Jewelry precious stones and metals trade 9 64 527 1.019 504 2123  3,6%
Insurance 142 68 585 338 360 1.493 2,5%
Public Accountantand Auditor 0 0 0 411 717 1.128 1,9%
Funds transfer companies 342 62 260 249 104 1.017 1,7%
Trade of objects of art and antiques 23 223 427 192 865 1,4%
Brokerages 133 16 276 223 112 760 1,3%
Credit card 170 65 174 110 39 558 0,9%
Warehousing 28 14 230 175 48 495 0,8%
Sale of Properties 0 0 0 56 408 464 0,8%
Insurance broker 0 0 0 109 210 319 0,5%
Movement of capital 1 5 64 100 49 219 0,4%
Financial leasing 12 2 87 75 30 206 0,3%
Forex trading 0 0 71 80 43 194 0,3%
Non-profit Entity-Funds Abroad 0 0 0 55 118 173]  0,3%
Company service provider 0 0 0 29 51 80 0,1%
Non-profit Entity-State Funds 0 0 0 28 44 72 0,1%
Credit card operators 6 2 24 18 4 54 0,1%
Shieldingproperty Service of any kind 0 0 0 21 30 51 0,1%
Exchange Offices 3 1 29 14 4 51 0,1%
Lotteries, raffles and similar 5 2 7 21 10 45 0,1%
Provision of legal address 0 0 0 18 26 44 0,1%
Bonding Company 33 0 0 0 0 33 0,1%
Factoring 2 0 12 11 3 28 0,0%
Leasingarmoredmotor vehicles 0 0 0 9 15 24 0,0%
Funders 0 1 11 7 3 22 0,0%
Check cashing companies 0 0 12 7 2 21 0,0%
Pawnshops 2 0 10 7 2 21 0,0%
Other institutions 0 0 9 7 2 18 0,0%
Total 7.517] 5.258] 13.733 20.337| 12.867] 59.712 100%
150. As additional information, the IVE can query onlne at the following sites directly and

immediately. This information is updated.

Procurement System of ti&tate of Guatemala;

Vehicle Registration Tax;

Unified Tax Registry (RTU);

Supreme Electoral Tribunal,

Consultation companies, firms and representatives of the REMER of the Republic;
Query Properties, Farms, Registration and Duplicates the General PRpgistyy;
Enroling Consultation Stat8adasteand Real Estate Appraisal (DICABI);
Information and Consultation System of Judicial Records of the Judicial Branch;
Central Registry of Detainees of Judicial Branch.

= =48 =0-9-4_-4-4-9=-2

38



151.

Mutual Evaluation Report of Guatemala

Additionally, the IVE consults the lisgs by OFAC, UNSC, INTERPOL, and the Central Credit

éCFATF;A
5 GAFIC

Risk of the SIB of Guatemala, the portal of the College of Lawyers and Notaries of Guatemala, and the portal
of the National Police for information on stolen vehicles and the National Register of fREHIAP).

152.

In addition to the information sources described under Article 34 of the AML Law and 20 of the

PRFT Act, all public or private entities are required to provide cooperation that the IVE requests for the
realization of its objectives. Similarly, éHVE receives a monthly report of entry/exit customs declarations

of Guatemala.

153.

Accordingly, the IVE has access to substantial volume of information used for purposes of

producing financial inteligence useful for competent authorities. However, ip@tamt to mention that
microfinance institutions, notaries, lawyers (regarding some of the activities established by the Standards)
and casinos are not considered as OSs, which are not subject to AML/CFT obligations. Additionally, in the
field of DNFBPs stablished as OSs, some are still not registered before the IVE. This then could limit the
ability of the IVE to produce more financial inteligence by the lack of reports of the above sectors. This
deficiency is not considered substantial in the contexXduatemala, as the IVE has the necessary legal
powers to require information from said sectors in case it is necessary. Additionally, it is worth mentioning
in this regard that the IVE has made the necessary efforts to ensure tfinanoal OSs with geater
representation are registered.

STRs received and requested by the competent authorities

154.

associated dollar amount of UZB99.841.055.

Table 6: STRs reeived and amounts

Year STR received

Number| Amount in USD | Amount in Quetzalg
2011 506 769.687.62 5.872.716.60
2012 467 595.466.974 4.543.413.01
2013 565 184.362.50] 1.406.685.92
2014 1060 419.381.351 3.199.879.7 3]
2015 1150 430.942.59 3.288.81.966
Total 3748 2.399.841.05 18.310.787.24

During the period under review (262015), the IVE received a total of 3,748 STRs, with an

155. From the total amount of STRs (3,748), 1124 STRs were analysed and used for the fiing of FIU
legal reports to the PPO, which is equal to an amount of USD 1.107.000.871,04, i.e., 64% of the amount
reportedoy the OSs.
Table 7: STRs used for the filing of legal re ports
Year STRs usedtofile legal reports
Number % UsSD Quetzals %
2011 142 13% 113,361,571.8{  864,948,793.5 10%
2012 165 15% 70,235,820,44  535,899,309,9 6%
2013 239 21% 241,104,68,20| 1,839,628,763,3 22%
2014 395 35% 424,320,221,6) 3,237,563,291,1 38%
2015 183 16% 257,978,569,8] 1,968,376,487,9 23%
Total 1124 100%| 1,107,000,871.0{ 8,446,416,646,0 100%
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Graph 2: Requests for Prosecution to the PPO
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156. Of the tdal legal reports and complementary legal reports filed to the PPO for ML offences, the
ratio between the number of STRs received and the number of STRs used in the production of legal reports:

Table 8: STRs received and used

ear STRs | STRs usetoproducel T80 BROIR a0 | P on
ezl gl it reports sentto the PP(
2011 506 142 104 1050
2012 467 165 150 1580
2013 565 239 205 1664
2014 1060 395 224 1801
2015 1150 183 129 4640
Total 3748 1124 812 6095
157. It is important to bear in mind that the legal reports filed to the PPO by the IVE are the outcome

of the financial analysis of the STRs, the objective reports, the requests for information to the OSs and other
sources of information to which the€E has been granted access for financial inteligence reasons.

158. With regard to the number and amount of legal reports for ML, these are integrated as follows in
terms of the identified the possible predicate offences, which are related to the mainidentigesd as

threats in the ML/TF NRA: 364 (44.83%) correspond to extortion by GTQ 28.4 milion; 238 (29.3%) to
trade, trafficking and ilegal storage (drug trafficking) for GTQ 5,997.8 milion; 111 (13.7%) to
active/passive bribery, misappropriation @ndmbezzlement (state corruption) for GTQ 1,149 milion, 16
(3%) to tax fraud for GTQ 743,1 milion and 40 (4.9%) to human traffic/trafficking for GTQ 267.4 milion
(USD 16.6 milion), among other offences. The IVE has not received TF STRs, thus, assyrevientioned

in other sections of this MER, it is important to increase OSs training regarding TF patterns and indicators,
since some OSs do not understand their vulnerabilty towards TF yet so that they canbe alert should an event
of TF arise. The IVEhas human resources in place, as well as the capacity to perform possible TF analysis
if need be.
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159. In addition, it is worth pointing out that the analysis of the IVE also result in reports to the Asset
Forfeiture Unit (UED Spanish acronym) to implemensetdorfeiture.

Table9: Reports from IVE sent to UED

2012 2013 2014 2015 Total
Asset forfeiture reports 5 112 305 152 574
Amount in milions of Quetzals Q- Q.1827,4| Q.3.2452 | Q.19451| Q.7.017,7

Case 2

A OS dedicated to abilization of resources applied CDD to its provider of securities transpor
services (gold bars), determining through the analysis carried out that the value transported
months to said customer (AM, S.A.) was not consistent with its prai#ejt corresponded to
corporation (legal entity) of recent incorporation and, according to the verification carried out
premises of the company, it did not have evidence on the adequate storage capacity and th
security to safeguard suamounts of gold. The OS submitted the corresponding STR to the IVE
the support documentation for the shipments and other documents gathered by it.

Furthermore, the IVE received an STR from another OS which, based on transaction monitoring
to the deposit account of AM, S.A. determined that, in a period of two months it received wire tr
from another country for approximately GTQ 75.0 milion, an amount beyond the economic profile
when due diigence was applied. Additionally, thetfthat, immediately after receiving them frg
abroad, the funds were moved to two recently created corporations whose economic activit
unrelated to the exporting legal entity was observed as a red flag, along with the link of tH
representate of the latter with one of the corporations that immediately received the money.
Both STRs were jointlyanalyzedby the IVE in order to establish the existence of signs of m(
laundering offences and, therefore, proceed to file the correspondingelpgetlto the PPO. During th
analysis stage for the reports, the IVE requested additional information to the reporting subject
to determine the destination of the funds coming from abroad, which enabled them to identify t
of the funds wes destined to pawn shops and to owners, administrators and managese iof
companies located in higlitk zones along drug trafficking routes.

Further mor e, information from the | VE®&s da
similar business had not received the amounts of wire transfers from the same sender of th{
country, under exportation of gold, in one year as AM, S.A. had received in about two months,
additional note that the latter was of recent incorporatibis is evidence of an economiehavior
atypical to that of the economic activity. On the other hand, to establish a legal and organ
relationship of legal entities and their possible link through the same beneficial owner, infor|
provided by reporting subjects was considered, along with other information gathered in
databases, observing as follows:

1 AM, S.A. registered the same address as another entity owned by one of its partners;

1 The legal representative of AM, S.A. is owner géaelry company; likewise, the person h
registered signature for a deposit account that immediately receives the funds comil
abroad to the deposit account of AM, S.A.

I The two corporations that receive wire transfers with the funds received framdabrthe
deposit account of AM, S.A. have a link, due to the apparent kinship between partners

1 The corporations to which funds are immediately transferred after being received from
have the same registered address, with a different afficter, as those from other pawn sh

41



Mutual Evaluation Report of Guatemala é CRATE

that have benefitted from the transfer of funds; furthermore, they have been legally rep
by the same person, which provides evidence of relation with the administration.

As a result of the analysis perfordygéransactions were considered to fall within the definition of of
of the international money laundering typologies, with enough signs pointing at the financial op4
being carried out by the involved entities to be linked to ilicit activity, fraseeding with the
corresponding technical report before the PPO.

Afterwards, the OSs with the capital transfer activity sent an update to the STR reporting that
had requested the liquidation of the service under the name PPO, S.A., buimg guegher service t
XP, S.A. with one of the partners and legal representative being the same as that of PPO,
making it evident that both companies were linked. Based on the new findings, the IVE re
additional information to the repory financial institution in order to determine the origin 3
destination of the funds of the accounts for XP, S.A. finding the same pattern in transactions pe
by this company, and thus updating the technical report filed before the PPO.

160. As prewously mentioned, the IVE and the competent authorities have the resources to effectively
use this information in the analysis and financial investigations, identification, location, property
confiscation and asset forfeiture.

161. Therefore, the financial iefigence generated by the IVE is used to begin investigations with the
legal reports filed to the PPO, also as support and annex of investigations and UED reports to foster asset
forfeiture. As at the osite visit, there were 574 reports filed with thé&D and 812 legal reports and
complementary legal reports filed to the FCLA.

Cooperation and exchange of information/financial intelligence

162. The IVE receives requirements of different prosecution offices and support units for the various
denounced invegations inttiated by the IVE or those specific to the PPO. The higher requirements come
from the FCLA for investigations and procedures for ML, the UED and the CICIG foinmjigict cases

that are jointly worked with the FECI:

Table 10: National re porting re quire ments atte nded by the IVE
January 2011- November 2015
Prosecutor 6s Of fice |2011| 2012| 2013| 2014 | 2015 Total

FCLA 250 185 343| 448| 303 1529
CICIG 5 0 0 9 35 49
Forfeiture Unit 3| 111 346 334| 566 1360
Crimes against life 8 11 9 1 1 30
Special Unitagainst Criminal Organizations devotg 16 3 4 0 0 23

to Drug Trafficking and/orMoney Laundering and
other crimes (UNILAT)

Economic Crimes 3 0 2 13 1 19
Crimes against drug trafficking 3 0 2 13 1 19
Banking 9 2 0 2 0 13
Prosecution against impunity 8 0 3 1 0 12
Corruption 0 2 3 3 1 9
Metropolitan 3 2 1 1 1 8
Environment 2 2 1 1 0 6
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Prosecutorés Office |2011] 2012| 2013| 2014 | 2015 Total
Special Unit on international attention 0 5 0 1 0 6
Organized crime 1 2 0 1 1 5
Kidnapping 1 0 2 0 0 3
Administrative Offences 1 1 0 1 0 3
Intellectual property 2 0 1 0 0 3
Extortion 3 0 0 0 0 3
Nueva Villa Municipality 1 1 0 0 0 2
Patrimony 1 1 0 0 0 2
Frauds 2 0 0 0 0 2
Escuintla 0 2 0 0 0 2
Internal Affairs 0 1 0 0 0 1
Smuggling 0 0 0 1 0 1
Total 322| 331 717| 830| 910 3110
163. The various units of the NationBblice and the PP O work together in a coordinated manner with
the IVE. On several occasions, given the complexity, meetings have been held in order to work cases
together.
164. With respect to the confidentiality of information, there is a deficiency relating potential use

of STRs as a means of evidence by the PPO. However, duringsite oisit, there were findings evidencing

such STRs are not used for this purpose. Due to the work of the IVE and its coordiitéatiie PPO, the

usual practice ofie PPO and judges is not to incorporate STRs as evidence. Moreover, there is a chance for
compliance officers to appear before the Court during proceedings as withesses or IVE analysts as experts
in the context of criminal proceedings. However, accordntip¢ information provided by the authorities,

this is a practice that they seek to avoid. Therefore, from 718 technical reports filed, 35 of them have
generated a summons to render an expert opinion and only 2 caused the summons of compliance officers.
Besides, it is important to bear in mind that in said opportunities, pursuant to the provisions of the IVE, there
can only be one expert who is specifically named for these cases, not the STRs analysts. Regardless, these
deficiencies have not weakenedtheElds abi |l ity to trigger cases or t
As per the MOU of the IVE with related organizations, all information exchanged is used for analysis and
inteligence purposes. On top of that, whenthe sharing of inteligence atfonnwith the PPO is authorized

this cannot be used as evidence.

Conclusions on thenmediate OQutcom®

165. According to the above, Guatemala has attameslubstantial level of effectiveness in the
Immediate Outcome6.

Immediate Outcome 7 (investigation and prosecution of ML)

166. Asregards the investigation and prosecution of ML, Guatemala has strengthened legislation within
the legal framework it has the Penal Code, Criminal Procedure Code (CPP), the AML Law and Law against
Organized Crime (LCDO), which o to constitute the main legal instruments for the investigation,
prosecution and sanction of this offence. Under the Constitution, preliminary and investigation stages
correspond to the PPO, as this is the entity in charge of the exercise of crimoral act

167. The PPO has specialized agencies on investigatiomeaadcution, of criminal structures engaged
in these criminal activities, such as the section offices for crimes which are considered as ML threats as
explained below. By means of the Agreement @002 Council of PPO, dated June"22002, the
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Prosecution Section Against Money Laundering and Other Assets (FCLA) was created, which is responsible
for all processes of criminal acts and actions that relate to the ML; and which is part of thenWED this

entity relies on the security agencies of the State as the National Civil Police (PNC) and its specialzed
agencies for the development of their investigations ast is the subsidiary body to carry out the investigations.
The c¢ ount ragdidgsthis wffemc& has beem arduous and significant, which has led to the beginning
of prosecutions and forfeiture of funds and property of criminal organizations.

168. On the issue of international cooperation, there is a significant number of requesttubdregal
assistance (MLA) and extradition of nationals and foreigners linked to this offence which has already
materialized and others are being currently executed, awaiting for response by the countries to which MLA
has been requested, pursuant to vhastablished in their internal legislations in order to establish the
judgments on natural and legal persons who committed these criminal actions within the Guatemalan
territory.

Identification and investigation of ML

169. Guatemala is characterized byving an adversarial criminal justice system and corresponds to
the PPO the exercise of criminal action. The PPO is supported by the auxiliary investigative bodies, taking
the National Civil Police (PNC), under the MINGOB agencies, who with other attanitgdwhich some
Division mentioned Against Gangs of the National Civii Police (PANDA), Department Against Economic
and Financial Crimes PNC, Division of Ports, Airports, Border Posts PNC), turn the Sub Address
Counternarcotic 5th Vice Ministry of Fight aigst Drug Trafficking, Interpol and the Directorate General

of Civil Inteligence (DIGICI), an organization that supports the development of ML investigations through
inteligence generation. All these bodies work together articulately to investigasecpte and punish this
offence. Additionally, in 2012, by Decree-2812, the DIGICRI was established, as is a civil State organ,
administratively dependent of the Ministry of Interior specialized in criminal investigation, auxiliary of the
administrationof justice and with competence throughout the Republic. To fuffi the functions of criminal
investigation, the staff of the DI Gl CRditevaitythe subo
assessment team was advised that the DIGICRI wimeneistablished, nor in practice. Whereupon, in the
field of criminal investigation it is considered appropriate to work on the institutionalization of DIGICRI, as
means to collaborate in investigations related to ML offences, further strengtheningipneyeasecution

and repression actions against this criminal activity.

170. For the development of this investigations, the PPO depends on the Secretary of Criminal Policy,
responsible for preparing and presenting strategies to combat crime in Guatemedagrgdigized crime

and ML are especially considered. This strategy is developed in four (4) areas: Preventive, Investigation,
Punishment and Prison system, in regard to the investigation it establishes or develops strategies on more
effective and efficiendevelopment of these investigations to achieve the dismanting of these criminal
elements engaged in ML, for it relies on the following directions and units within the MP.

171. The PPO6 Tr ai ni-MR),whHighm is respgnsible Ifo€ dpdating, speciaiirat of
prosecutors as to the approach for this offence and how to develop the investigation.

172. The Criminal Analysis Direction (DA®/IP), which cooperates with the PPO agencies that
develop investigations in this area, has two (2) departments, the assessimEage analysis and financial
analysis. The first one is responsible for developing criminology reports with strategic information for the
development of investigations through the criminal analysis of records by timelines;omemunicational
relatinships, graphing links and events, analysis of criminal structures, analysis of telephone wiretaps. The
second is based on the reporting of forensic audits and financial expertise, relationships reports of financial
transactions, financieconomic profie and reports on dubious origin of goods, money counting reports
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and projections on damages. The FCLA for the period-2013 has made 192 requests to the department
of financial analysis and six (6) to the department of assessment and case analysis.

173. ThePPOO6 Unit f or SpMR,wkich hadtbetspecialized stati dnEhe issue of
wiretapping. In specific ML cases, UMHP has participated in five (5) cases. According to the information
provided during the esite visit, most cases worked by th®E have to do with criminal structures of drug
trafficking, linked to arms trafficking and ML and extortion. In total, since 2011 to the date of-Hi& on

visit, the UMEMP has received 1307 cases, where it is estimated to have disarticulated foctyngi@)l
structures per year. The capacity of the UME and effectiveness of this unit can be improved with increasing
listening rooms as at the date of thesdr visit only it had capacity to intervene one hundred (100) telephone
ines. Also, it is necesary for the implementation of other special investigative methods established in the
legislation as undercover agents and controlled deliveries is activated. The needs of the UME are evident as
future plans by the MP, in order to further strengthen thé wafathis unit as a function of assisting in crimes
considered threats in the ML/TF NRA, the draft sets the creation of two (2) additional rooms for monitoring
wiretapping, creation and hiring new staff for the UM and DIMEI as well as adaptations ofuiment

and training facilties. Importantly, the work of the UME, has allowed the dismantling of gangs of Organized
Crime in Guatemala, linked to ML the proceeds of Drug Trafficking, as the emblematic Case 3 of ML in
Guatemala.

Case 3

Operations of amvestigative team conducted between October 2013 and November 2014.
September 2013 the PP O received a communication from a foreign governmdnigatigency, whic
requested support under the agreement to combat organized crime. The Drug kg
Administration informant mentioned being aware that the target of the investigation, communicg
telephone with suppliers of drugs entered the country, sought support for using special inve
methods with utiized by the PPO (method of we@ping) in order to obtain information to disband
aforementioned criminal structure and identify those involved in the crimes. In order to cod
actions to profile the criminal structure and proceed to dismantle and prevent and avoid movir
and ML proceeds of sale thereof, a working group was created which consisted of: severalag
the PPO and the PNC, with priority intagency team, identification of the criminal structure, mod
operation and the places used to conduct themiral activities. During the investigative proce
conducted, six (6) events took place together with the MP, seizure of USD 4,513,510.00 was g
as well as several firearms including AK rifles, M16, a grenade launcher and three hand gren|
This was possible, derived from surveillance and monitoring carried out on members of the

organization, supported by the intervention of phone numbers and activation record of te|
antennas designed to determine the location and places ofiepeiat the persons comprising t
criminal structure. To run the operations, they worked in coordination with the aforementiong
agencies, same as those who documented the procedures and carried cases separat
investigation, in order for melmers of the criminal structure not to have knowledge that they were
investigated as a structure, in order to determine the full identification of the leader and senior
of same, to achieve complete disbandment.

174. The PPOO6 Syst eontrol®ffInveStigatign SIGOMP) @rovides computer support,
software development, interfacing with the other PPO agencies related to criminal prosecution, allowing for
information exchange between agencies to provide input in the development of thewelstigations and

other crimes that, once processed, are addressed to the other PPO agencies with jurisdiction over the crime
denounced.
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175. The PPO in order to continue contributing to the fight against offences considered as threats
according to the resulisf the NRA 20142 0 1 5, has prepared and approved
2019, which provides a vision of team work oriented to the multidisciplinary development of criminal
prosecution, i.e., focusing on building teams composed of prosecutorsgmasti expert withesses and
experts, as well as the fostering of iRteyency coordination to optimize investigation and exercise of
criminal action.

176. Anot her aspect to be addressed in the PPOO6 ¢
investgations involving international collaboration, particularly in regard to transnational crime. In this
regard it is imperative to develop the necessary procedures to provide assistance to the prosecuting agencies
regarding investigation procedures abroadiaborative research of transnational crime with teams from

other countries in Guatemala and abroad, tracking and asset recovery in other countries, in coordination with
the prosecutor in charge of asset forfeiture processes and procedures: extrat#ian;ckiminal matters

and transfer of sentenced persons, based on the different predicate offences linked to ML, work carried out
by the PPO6s Section of international affairs, I
observed during then-site visit, is increasingly necessary.

177. There are several ways to identify the commission of a ML offence: verbal or written complaint,
flagrante delictocrime news among other forms, besides this also from the IVE, entity that receives and
processesformation from different OSs and other information that allows knowledge of the development
of alleged offences related to ML, which becomes inteligence reports that constitute legal reports, which are
sentto the PPO.

178. According to statistics providedylthe authorities during the period from 2011 to 2015 (until the

date of the orsite visit), specifically for ML cases, from 1,618 complaints presented, 812 (legal reports and
complementary legal reports) come from the IVE technical reports.

Table 11: Source of complaints

Source ofthe complaint / year 2011 2012 2013 2014 2015 Total
IVE (reports and adde ndg 102/2| 131/19| 180/25| 198/26| 107/22| 718/94
Other whistle-blowers 139 146 94 224 297 900
Total 241 277 274 422 404 1618

179. As mentioned above, 718 were specific legal reports on ML produced by the IVE, added to ninety
four (94) complementary legal reports. The legal reports fied by the IVE before the FCLA, as mentioned
above, are the result of the integration of the infélonaanalysis of the STRs, as well as from information
gathered from other sources. The fiings by the IVE provide the foundations for the development of all the
investigation stage of ML as per the information gathered at tséeonisit.

Coherence ahvestigations and prosecutions of ML with threats and risk profile, and national
policies AML.

180. Guatemala determined by the NRA ML/TF, what are their internal threats regarding crimes which
due to recurrence and resources were necessary to genetatpestrand decisive action to address them

with the consent of all competent authorities that have responsibiity be defined on the issue, hence through
COPRECLAFT and NSP they have established a series of tasks necessary for criminal prosecution and
criminal investigation aimed at mitigating and managing the risks and threats detected and be able to conduct
work which permits the challenges faced by the country to be met.
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181. The Action Plan of the NRA has established a series of measures to mitigate tis&sMidentified,

among which are mentioned updating diagnostics to determine the various regions, institutions and economic
activites nationwide more percentage of vulnerabiltyilitit identified as threats; strengthening inter
agency cooperation inombating them and in regard to fighting ability promote the dissemination of
information on ML/TF between authorities and institutions in prevention, detection and prosecution of such
crimes, as well as the development of a permanent training progranedigcal specialized in financial
crimes.

182. The criminal prosecution policy of the PPO aims to maximize and optimize personal and financial
resources of the institution, as well as the procedural mechanisms available, including streamlining the
rationalizaton of persecution through the application of principles such as procedural legalty and
opportunity, so that the available resources are organized and the social impact and serious cases, such as
ML, are investigated and processed correctly and timsEmeanorscan be evacuated in other ways.

183. Within these strategies it could be observed that the PPO has established a National Criminal Policy
that focuses on the four (4) axes mentioned above, where the ML offence and other predicate offences are
included. This commitment is framed in the PPO Strategic Plan-2019, defining this criminal policy as

a set of responses that the State organized to address the criminal phenomenon; these responses are expresse
and embodied in policies, strategies, guidelia@s actions, which are divided into three levels: 1) Principles
contained in the Constitution of the Republic and in international instruments adopted by the State; 2)
Ordinary laws that develop criminal policy, i.e. establishing wiedtaviorsare definedas crimes and

penalties, as well as the procedures for trial and; 3) Guidelines and the institutions are responsible for a
central axis of the criminal policy which guides and organizes their operation guidelines.

184.  As mentioned above, in relation to higitidence offences, it is highlighted trade, trafficking and
illegal storage (drug trafficking); tax/customs fraud; active/passive bribery, misappropriation and/or
embezzlement (state corruption); smuggling/human trafficking; Customs smuggling andrexwbrtinich
extortion is the highest incidence or identification and prosecution by the authorities.

Table 12: Cases admitted for trial in the first instance criminal courts
January 2011- October 2015

Offence 2011 | 2012 | 2013 | 2014 | 2015 | Total
ML 128 214 164 313 441 1260
Active/Passive Bribery 210 451 639 436 357 2093
Tax/Customs Fraud 347 401 436 460 391 2035
Kidnapping or Abduction 250 289 482 433 402 1856
Trade, Traffic, llegal Storage 80 209 333 292 350 1264
Embezzlement and/or Embezzlement 57 255 213 127 159 811
Customs Contraband 174 212 227 378 258 1249
Trafficking 33 41 86 113 100 373
Money Transfer 0 0 0 2 0 2
Extortion 402 485 848 1337 | 1273 | 4345
Extortion on Continuous Basis 2 0 2 7 13 24
Attempted Extortion 0 5 2 11 12 30
Total 1683 [ 2562 | 3432 [ 3909 | 3756 | 15342

185.  Asit canbe seen, the number of cases of ML admitted to the courts has increased and particularly
from 2013 to 2014, the increase was almost double. From 2015 to the date okiteevisit the largest
number of cases filedorresponded textortion followed by ML.
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186.  Itis worth mentioning as the factors that have contributed to the increase in cases admitted before
criminal courts of first instance:

1 The PPO Strategic Plan, aimed at the specialization on criminal phenohagnaostly
affect the protected legal property, such as economic and organized crime. Likewise,
personal and financial resources of the institution are optimized, in order for them to be
organized in such a way as for serious and social impact casessstie&hlaundering of
money and other assets, being correctly investigated and prosecuted.

1 The PPO aims, plans and organizes criminal prosecution with strategic information that is
obtained from directorates and technical units, such as the Directorafzinahal
Investigations, the DAGIP and the UMBEMP.

1 A vision of work teams is considered, oriented at raiigitiplinary development of the
criminal prosecution and fostering interinstitutional coordination relationships to optimize
the investigation andxecution of the criminal action.

91 Strengthening of the several PPO prosecutor offices, which includes training programs, use
of technology, and increase in staff, among others.

1 Increase in the effective use of financial inteligence produced by the IMielRO.

Table 13: Judgme nts of proce ssing
January 2011- October 2015

Offence Type of Ruling 2011 | 2012 | 2013 | 2014 | 2015 | Total
ML Conviction 19 89 296 214 191 809
Acquittal 13 157 25 166 29 390
Active/Passive Bribery Conviction 19 45 45 43 48 200
Acquittal 9 13 43 28 13 106
Tax/'Customs Fraud Conviction 31 69 63 11 11 185
Acquittal 1 1 9 13 3 27
Kidnapping or Abduction Conviction 50 68 206 205 102 631
Acquittal 19 6 33 73 55 186
Trade, Trafficking and llegal| Conviction 31 55 117 177 158 538
Storage
Acquittal 5 5 82 22 12 126
Misappropriation and/or Conviction 2 14 14 33 39 102
Embezzle ment
Acquittal 4 0 0 8 3 15
Customs Contraband Conviction 9 3 10 9 2 33
Acquittal 0 1 3 7 3 14
Human trafficking Conviction 9 29 36 27 26 127
Acquittal 12 10 3 8 19 52
Money transfer Conviction 0 0 0 2 0 2
Acquittal 0 0 0 0 0 0
Extortion Conviction 89 199 445 532 604 1869
Acquittal 39 78 85 133 123 458
Extortion on continuous basi Conviction 0 0 9 7 25 45
Acquittal 0 0 0 0 0 0
Attempted extortin Conviction 0 0 14 16 58 88
Acquittal 0 0 0 0 1 1
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187. It should be noticed that, according to the ML/TF NRA, the ilict movement of money was
identified as a threat, yet only two (2) sentences have been produces for money transfer. However, the PPO
has informed that for the cases of unjustified omission in declaring the-loboodsr movement of cash, they

have opted to accuse for ML offence, as it considers a higher penatty.

188.  The work of the SFIC is worth noting; as previously stated, it is the dpedigrosecutor office
responsible for directing criminal investigations and conducting criminal prosecution in cases corresponding
to CICIG, with a high impact nature, where investigations conducted include, among others, ML offences.
Being able to dematrate the Maskana Case in which the crime of extortion with ML, which are
demonstrated as the most important actions in this case, were the following:

9 Conviction was issued on charges of extortion and ML against a person who held two
different positionswithin the public administration.

9 In addition to the prison term and a fine, you wil be disqualified for public office for double
the time of imprisonment, denoting application of proportionate and dissuasive sanctions in
the Guatemalan context.

189. Additionally, it is important to mention in this field the existence of judicial proceedings under
high impact against former public officials, including a former president and former vice president for acts
of corruption in which they are also being processeiio.

190. In relation to the crime of extortion, the PPO Section against extortion and FSLA have worked
together in one (1) case where the conviction in the respective case was obtained. At the same time three (3)
forfeiture actions were initiated. Howevet, the time of the onsite visit, the incorporation of more
specialized personnel could be seen, along with advances in technology platform through database with
phone numbers used to extort, so when a user receives a call and is detected which camesofrtimase
numbers, and they have been reported in order that these complaints are processed by the Section of the PPO
that specializes in the subject, in turn the PPO created a 24 houcerdelthat serves as a platform to
denounce the occurrencetbfs offence. However, it is necessary to strengthen the development of these
investigations by activation of the 6 tax agencies located in areas identified with greatest incidence of this
crime, which must have specialized personnel in research technibaé allow contribution to the
clarification of this offence together with the development of ML investigations, come from the predicate
offence, while keeping training and strengthening interagency coordination with the Task Force against
Extortion of he MINGOB.

191. As for the actions taken by the Guatemalan state for strengthening the PPO Section Against
Corruption, evidence of this includes the aspects relating to financial, technical and staff professionalization,
with the allocation of more staff to mprise multidisciplinary work teams, in which technical staff and
analysts specializing in issues of corruption and public administration management participate. As part of
the information provided in the esite visit, some cases such as that involving Dinector of Transit of the

PNC, who was referred to said prosecution for the offence of passive bribery which subsequently resulted in
the fiing of forfeiture action, were presented.

192. It is also important to note that the staff of the PPO of AdminiggraCrimes Section is
participating in processes of continuous training to develop the skils necessary for the investigation and
prosecution of corruption offences, in turn to comply with the provisions of international conventions on
corruption approvecnd ratified by Guatemala, a prosecutor's office of Internal Affairs was established
which has jurisdiction to investigate and prosecute criminal acts committed by officials or employees of the
PPO in the exercise of their duties in all the national ¢eyrit
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193. With respect to Human Trafficking the commitment has also been shown through AZB1306

Public Policy Against Human Traffickihg and Comprehensive Protection of Victims ZIZ4} which has

among other objectives to coordinate and strengthen s$étations, in implementing actions towards the

full realization of the criminal prosecution and punishment of the crime of trafficking. Strengthening the
Office of specialized section in this crime with increasing staff and inputs, such as vehiclésefand
computer equipment, training of technical personnel, types, new trends and the use of special investigative
techniques that are operating in Guatemala.

194. With regard to economic crime, combating smuggling and tax fraud is a priority for the Gaatema
government and responsibiity of PPO, setting up a technical committee to discuss the necessary measures
to strengthen the Office of Economic Crimes. Of the work conducted the need to rely on technological tools,
creating a website where citizens cawomymously report people or marketing places of smuggled goods,

was concluded.

195. In addtion, at the level of international cooperation in order to assist in the investigation and
prosecution of crimes considered high risks and threats, with the authafritegghboring countries have

been able to dismantle criminal structures operating in Central America. Also, there have been exchanges of
experience with these countries in order to understand trenudfys operandgtypes that are mutated to
different cauntries thus defining strategies to combat them. A sample of these is the signing of a cooperation
agreement on programs of narcotics control, law enforcement, public and citizen security, and reform of the
justice sector between the government of the Bliepaf Guatemala and the US Government. Through the
aforementioned agreement letter, both sides agreed to establish and support projects designed to improve
public safety and promote the rule of law, as well as improving justice and fighting drug itrgffeknong

other sectors. The projects are focused on issues suchas the development of skills and abilties in the security
forces, technical advice, implementation of prevention programs and strengthening the institutional
strengthening of the justice stgm.

196. On AntiNarcotics assistance, the UNILAT, sensible unit composed mainly of PPO prosecutors
conducting operations and support in the communications interception program which works with foreign
antinarcotics agencies in complex counter narcoticestigations aimed at the highest levels of drug
traffickers and those engaged in ML, so equipment, resources, training and experience in this type of research
by the authorities of the United States of America, wil be provided.

197. It is important to mentiorthat within the threats identified in the NRA 262@15 it could be
observed during the esite visit that the realization of the strategies and actions to combat other crimes
considered threats is required. In the document entited Democratic Crimg Z0dlis2035, prepared by

the PPO, S$tlategicSwdelingasonwhi ch establishes the priori
considered high incidence in the country, where this offence is considered to require the execution of these
actions, stragies, policies in order to minimize the actions of organized crime, through scientific, efficient,
effective and strategic approach to the criminal phenomenon.

198. During the omsite visit, the importance of arms smuggling was mentioned for the Guatemalan
context; however, as a threat for ML it was determined that said conduct is linked to criminal organizations
and not as an activity generating ilicit products to be laundered by itself. Regarding the foregoing and being
applicable in general to all possibtgiminal actions which may arise, the PPO has drafted a democratic
criminal policy 20152035, which provides, among other areas, for strategic standards setting priority
measures to combat crime. It is becanfdbe above that these measures must evetl up.

199. Inter-agency coordination should be strengthened through the implementation of policies, strategies,

coordinated actions between all competent authorities to carry out the analysis and the incidence of this
behaviorin the context of the risk d¥L. Taking advantage of all financial, technological, and human
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resources of the Guatemalan State to face these threats, leading to training, exchange of information between
counterpart agencies engaged to investigate, prosecute and punish this offéfeedback between all
competent authorities, Regulated Entities to address the identified ML threats.

écwm:;A
5 GAFIC

200. Atthe same time strengthening the PPO byincreasing fiscal specialized agencies offences considered
as threats in the twentyo (22) departments in ¢hGuatemalan territory especially in those departments

that are considered high risk needthe materialization of these crimes, such circumstance would be even more
efficient and effective in the development of joint investigations of ML. At the same disneggards the
confiscation of funds and products of these criminal activities, througliteoimvestigations drawing on the
expertise of the prosecutors in each specific crime and ML prosecutors and Forfeiture through coordinated
work by both agenciesgether with ancillary investigative body.

Types of ML cases prosecuted

201. According to the provisions of Art. 2a of AML Law, ML is autonomous and for its prosecution, a
process, sentencing or prior conviction of the predicate offence is not required.

202. Thetest of knowledge of the origin or ilicit origin of the goods, money or other assets required in
ML, may be made by any available evidence in accordance with the Criminal Procedure Code (CPP),
including the inferences arising from the objective circuntstarof the case.

203. ML is transnational in nature, predicate offences should be extentletidwiorin other countries,

and in that sense, and the UNCCD Art.1 Law states that it aims to prevent, control, monitor and punish ML
from the commission of any crenUnder those rules, ML offence is an open criminal offence by which the
licit origin of the goods is punishable, regardless of the place in which critmefaviorwas carried out.
Additionally, Art.5 of the Penal Code, regulates extraterritorialitycrohinal law, and in paragraphs 3 and

5 indicate thatit also applies to an offence committed by a Guatemalan abroad, when his extradition has
been refused; or offence by treaty or convention must be punished in Guatemala, even though it may not
have beerwommitted in its territory.

204. This legal framework has allowed the PP O in charge of prosecution and the Judicial Branch in charge
of judgment and establishing penalties and sentences, to continue ML cases involving the conviction of the
accused parties,tbér natural or legal persons, and asset forfeiture and confiscation of funds and goods
depending on the case, seeing that the application of this legal framework allows unrestricted judgement to
nationals or foreigners who commit this crime within thentguor outside its borders.

205. During the period from 2011 to 2015 (date of thesta visit), the PPO has made 538 indictments
for the ML offence.

Table 14: Prosecutions for ML offences

2011 2012 2013 2014 2015 Total
ML 87 104 84 151 112 538
206. As mentioned later, Guatemala has managed to obtain 371 convictions for the crime of ML from

the cases specifically fled by the FCLA. It is particularly noteworthy that there have beeseiaety (47)
autonomous sentences for the crime of ML.

Table 15: Convictions for the crime of ML as a standéalone offence

2011

2012

2013

2014

2015

Total

ML

0

0

17

15

15

47

51
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207. Inaddiion, it is worth mentioning case 4, where in addition to the eight people convicted, Guatemala
achieved the firstonviction of a legal person.

Case 4

The IVE received from the banking and financial systeman STR in which it was reported that the corgé+3
for a certain period of time, recorded in an account of monetary deposits constituted in a banlcagsitdeposis
and checks from various bank accounts on behalf of individuals, who apparently engaged in forex trading
areas. Also among the accounts that transferred funds to X, there was an accountin the name of one of th
members oftiat corporation incorporated underthe laws of the country.

Those funds were subsequently usedfor sending 1,849 international transfers for 250 different beneficiarig
in different countries. Such transfers were ordered by X for large sumsnefynwith proof of payment to existin
overseas suppliers, posing for effect, photocopy of current account contract and receipts and payments 1
signed as a private document between X and other legal entity locatedighéoringcountry, entityincorporated
under the laws of the country, with headquarters in that country; entity represented by a citizen of X nat
Also, for the justification ofits operations to the required person, involved entity X presented a statement off
for the period of 10 months where sales and purchases are reported for high amounts of gakteatsat did
not warrant transactions recorded in their bank accounts.

The two company representatives constituted the business entity called X which has the son of on
shareholders listed as Legal Representative, being the business ofplogation buying and selling of fruit
(avocados) and vegetables. For the start of its commercial and financial operations, they opened various
accounts in the banking system of the country, with the aim of receiving multiple deposits in cadteeaks]
financial transactions were conducted by the same representatives of the company, its family, staff workin
company as well as individuals who presumably engaged in the sale of foreign currency in the borders of G
with aneighborcountry.

The aforementioned cash deposits were made without any apparent commercial justification or of any oth
that would support such deposits and/or financial transactions made to company X, his legal represent
shareholders. During thevestigation it was determined thatthe funds depositteddmro f A X0 wer e
international transfers of large sums of quetzals, simulating as justification for such transfers payments to
for alleged business ofimport and/or expof avocados:.

At the stage of prosecution and generation of different means of conviction, the PPO:

a) requested and received timely information from various public registries and State institutions, as well
the banking and financial systems of dwntry, who through the due diligence policies were instrumental i
development of the investigation.

b) Also, requested support when having obtained them to the-BRQ for specialized personnelto condu
financial analysis to determine the econopiiofile of each of the people involved in research, allowing finarn
inteligence generated by the IVE, to assistwith the investigation.
c) Likewise, requested support forthe PNC for the location, detection and surveillance of people and moyv|
immovable property, documenting these proceedings through video and photography for subsequent 4
search, with inteinstitutional cooperation being developed for this work.

Considering that the structure operated in various countries, informaftiegad and individual persons reques
via MLA through the International Affairs Unit of the MP, and similarly, coordination was achieved with auth
of theneighboringcountry for the exchange of information, mentioning, among others, the Feadica, AFIU
through its counterpartin Guatemala and the Attorney General of the Republic. The obtained information
from this international cooperation was relevant in the process because it made it possible to estg
participation of Guatentan people who had accounts in financial institutions innbighborcountry, which fed
cash funds to the accounts ofthe corporation in Guatemala and then moved thegigtdacountry to withdraw
the funds.
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The result of the investigation allowedgmve the unlawfulness of operations and as a result, to obtain a con
against the legal person referred to above, to this date there are communications withglte®rcountry
authorities, as there is a parallel process in that country.

The PPQobtained convictions against eight (8) individuals and one (1) against a legal person, with their re
fines; also the result of this process was sent to the UED, and is currently under investigation and pre
injunction issued on real estafi@ancial products, vehicles on behalf of persons related to this process wi
inactive since the request.

208. Oninvestigating ML offences by third parties, the PPO, in coordination with the DIGICI a team of
researchers was formed in order to identifgnnbers of the criminal structure, resulting from field research,
that the latter provides services to various criminal groups engaged in various ilegal activities, transferring
money from ilegal sources to another country, using various mechanisms, themonie regional banking
service and the executiavelertypology.

Case 5

Investigation initiated under a legal report filed by the IVE against a group of people which, taking advar
regional banking service, open dollar accounts in Guateimadabanking institution with regional banking servi
Afterwards, after making bank deposits, the people are physically transferred to country A and withdraw
through check.

In the first IVE legal report 11 people are listed, and the amount repegieals USD 6, 429,740.00. And t
second has 16 people listed, and the amount reported equals USD 3, 228,744.67.

Case operation
a) In coordination with the DIGICI a team of investigators was appointed in order to identify members
criminal structure asvell as the location of its members, resulting from field work that the crim
structure provides its services to different criminal groups engaged in various illegal activities, in ¢
transfer money of illicit sources to country A, using diffaremechanisms, through which each mem
has developed some expertise. Amongtsipmlogiesused by the structure there are:
1 The transfer of money through the Regional Banks, using a Guatemalan banking institution
in country A;
1 The transfer of cashfiravelers(smurfing); and
I The money transfer by land, by inserting cash into the battery (accumulator) of vehicles u
such effect.

b) Investigations were carried outto identify previous investigations involving the members of the c
organization, finding that some of them were related to higpact cases thatwere being worked by
prosecutords office

c) The IVE, at the request of the PPO, performed the mapping of financial transactions by membe

structure.
d) Derived from the investigatigimhe testimony of two effective collaborators was obtained: the collabg
fAO is the person who contracts the structu

country A, with amounts up to USD 90,000.00 through the typology cE#edutive Traveler which is
that a person moves to another country through air and is used as a carrier for the transfer of cas
trade of a corporation and letters of authorization from the legal representative, quotes from a|
company andoreign companies bills that are never imported products to Guatemala
The employee fABO0O is the per s ontravelers(Smars,npedple whe
move to country A with less than USD 10,000.00 amount), and has knowledge, iofttine, type by
vehicle batteries used by the criminal structure.
e) Three MLArequests were mado the country A in orderto determine the income of people in that co
and financial transfers made to it.
f) Similarly, derived from investigations conductedciountry A, the authorities of that country reques
legal assistance to Guatemala, in order to identify persons and financial transactions.
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g) The Analysis Unit, in support of the prosecution, conducted the criminal analysis of the str
determining he money trail and its link to drug trafficking groups.

209. In addition to the ML sentences mentioned above, according to reports by the authorities, there have
been cases of mixed sentence, i.e. by ML in conjunction with other criminal actions.

Table 16:Mixed convictions

Offence 2011| 2012| 2013| 2014| 2015| Total
Racketeering, conspiracy, concealment, ML, obstructiorl 0O 30 0 0 0 30
justice, international transit, transportation and/or transfg
of illegal firearms

SeltConcealment, ML

Racketedang, ML, kidnapping or abduction, use of forgeq 0 6 0 0 0 6
documents, public use of an assumed name
Racketeering, conspiracy, ML, extortive obstruction of | O 5 0 0 0 5
traffic
Embezzlement, ML 0 0 3 0 1 4
Providing means, ML, illegal possession of tedfor 4 0 0 0 0 4
makeshift firearms, weapons with registration # altered,
weapons legally # deleted or not marked.

Grand larceny, ML, manipulation of information, useof | O 0 0 4 0 4
information
Criminal association, conspiracy, crime of financial 0 2 0 0 0 2
intemediation, embezzlement, ML
Criminal association, conspiracy, ML, extortive obstruct| 0 2 0 0 0 2
of traffic
Criminal association, active bribery, trading, trafficking g 0 0 2 0 0 2
illegal storage, ML
Criminal association, conspiradyll, possession foruse, | 0 2 0 0 0 2
illegal possession of weapons of exclusive use of the ar
of Guatemala, security forces and {awforcement of the
state, explosives, chemical, biological and nuclear weap
tramp, illegal possession ofammunition, use of forged
documents.

Extortion, ML

Conspiracy, ML, obstruction of traffic extortive
Concealment, extortion, ML

llegal association of armed people, racketeering,
conspiracy ML, illegal possession of weapons ofiesie
use of the army of Guatemala or security forces and law
enforcement of the State, explosives, chemical, biologic
and nuclear weapons, tramp, ilegal possession of
ammunition

o
o
=
(o]
o
(o]

o|o|o|o
=l =] =]
o|o|o| o
o|ofr|+
o|r| OO
RIS =Y 'S

Concealment of assets, specialcases of customs smug{ 0 0 1 0 0 1
special cases of tax'customs fraud, ML

Falsifying, ML, use of forged documents 0 0 0 0 1 1
Special cases of fraud, ML 0 0 1 0 0 1
Falsifying, ML, perjury 0 0 0 0 1 1
Concussion, ML 1 0 0 0 0 1
Forgery of private documents, ML 0 0 1 0 0 1
Conspiracy, fraud by accounting information, aggravateq 0 1 0 0 0 1
theft, ML

Conspiracy, ML 0 1 0 0 0 1
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Offence 2011| 2012| 2013| 2014| 2015| Total
Trade, trafficking and illegal storage, ML 0 0 0 1 0 1
Concealment of assets, misappropriation of taxes, 1 0 0 0 0 1

misappropriation and withholding, tax fraufthancial
intermediation crime, fraud by accounting information,
embezzlement, falsifying, material falsehood, ML, remo
concealment or destruction of documents, usurpation
Trade, trafficking and illegal storage, ML, illegal 0 0 0 0 0 1
possession afrafted or makeshift firearms, weapons with
registration # altered, weapons with # deleted or not leg
marked.

Total 7 50 9 15 5 85

Effectiveness, proportionality and deterrence of sanctions

210. The ML offence under Article 4 of the AML Lawrovides that the natural person (s) responsible

(s) for the ML offence shall be punished with commutable prison of six (6) to twenty years (20) plus a fine
equal to the value of goods, instruments or products object of the crime, confiscation, ledsuotiate of

objects from the crime or instruments used for its commission; payment of costs and expenses and
publication of the judgment in at least the two media in writirith the largest circulation in the country's

social communication. If the offeads committed by a foreign person, in addition to the penalties imposed,
the penalty of expulsion from the national territory, will be implemented immediately once the previous
imposed penalties have been met.

211. For its part, Art. 7 of the AML Law statelsat in cases where the offence is committed by persons
holding a public office, a public official or employee, or an official of the IVE, based on the performance of
his/her office, the penalty is increased by one third and also the additional pendtyuefifitation from
exercising public office or employment for twice the time of imprisonment, is imposed.

212. With regard to legal persons, Art. 5 of the AML Law provides that it wil be attributable to legal
persons, regardless of the criminal liabilibf its owners, directors, managers, directors, officers, employees

or legal representatives, offences under this law when they involve acts of its regular bodies provided they
are within the order or normal objective or apparent business.

213. In this case, imddition to the penalties applicable to those responsible in the legal entity shall be
imposed a fine of USD 10,000.00 to USD 625,000.00 or its equivalent in national currency, the seriousness
and circumstances in which the offence was committed, anced#rat in case of recidivism the definttive
cancellation of its legal personaltyil be ordered.

214. The legal person is also punishable with confiscation, loss or destruction of objects arising from
the offence or instruments used for its commission; eayraf costs and expenses and publication of the
judgment in at least the two media in writihg with the largest circulation in the country's social
communication. Confiscation only materializes when the judgment is declared not from the action of asset
forfeiture.

215. Of the cases initiated from complaints filed with the PPO or initiated from financial investigations

conducted within the framework of a criminal investigation, it is noteworthy that during the pericd 2011
2015 there have been 1260 cases:
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Table 17: ML cases filed
Cases filed for ML
2011 | 2012 | 2013 | 2014 | 2015 | Total
128 | 214 | 164 | 313 | 441 | 1260

216. According to information provided by the authorities, 809 convictions for ML have been entered
at the federallevel, from which 371 convictions have resgditem the agencies of the FCLA.

Table 18: ML convictions
ML convictions prosecuted by FCLA
2011 | 2012 | 2013 2014 | 2015 | Total
Convictions| 20 73 98 92 88 371
Acquittals 13 39 23 64 11 150
TOTAL 33 112 121 | 156 99 521
National ML convictions
2011 | 2012| 2013| 2014 | 2015 | Total
Convictions| 19 89 296 | 214 | 191 | 809
Acquittals 13 157 25 166 29 390
TOTAL 32 246 | 321 | 380 | 220 | 1199

217. According to the above tables it is noteworthy that 67% of the cases filed in the courts for the ML
offence, a conviction was obtagheand only 33% of cases were acquitted.

218. It is important to stress that criminal proceedings in Guatemala are divided in three stages:
investigation or prérial, trial and argumentative debate. These stages have their own duration pursuant to
the circumgances of the case, its complexity, the number of persons being accused, among others. Therefore,
the number of cases filed per year does not necessarily amount equally to the number of convictions per year.

219. For the purpose of establishing a penalty, 8%t.of the Penal Code provides that the judge or
court shall determine, in its judgment, the applicable sentence, within the maximum and minimum specified
by law for each offence, taking into account the degree of dangerousness of the criminal, pstsignal hi

the criminal and the victim, the motive for the crime, the extent and intensity of the damage caused and the
mitigating and aggravating circumstances in the fact appreciated both in number and by your organization
or importance. The judge or cowhall state expressly the extremes considered crucial to regulate it.
According to the information submitted by the authorities during th&itenvisit, in most cases sentences
range from the minimum sentence of six (6) years and ten (10) years, withxineum additional financial

fee which equals to the amount resulting from assets, securities and proceeds from the criminal activity.

Table 19: Monetary fees to sentenced persons for ML according to the conviction

Monetary fee range 2011 | 2012 | 2013 | 2014 | 2015 | Total

USD 0.00 to USD 10,000.00 100%| - 33%| - - 19%
USD 10,000.01 to USD 50,000.00 - 9% | 43%| 13%| - 23%
USD 50,000.01 to USD 100,000.0 - - 14%| 13%]| - 9%
USD 100,000.01 ovér - 91%| 10%]| 75% | 100%| 49%
Total 100%| 100%| 100%| 100% | 100%| 100%

5 The highest monetary fee imposed amounts to, approxmately, USD 2.5 million.
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220. Besides, together with the figure of asset forfeiture, criminal structures associated with the crime
may be dismantled by attacking the financial structure to limitnendalizecrime.

221. As mentioned above in the Case 4 the legal persowv@t/ah the particular case was convicted,
which makes evident a first start of effectiveness in this aspect of sentencing of legal persons.

Alternative measures used when a ML conviction is not possible

222. Guatemala contemplates the figure of assetsitiarée through which the confiscation of assets of

ilicit origin is permitted, even in cases where it was not possible to obtain a criminal conviction for ML
(e.g-when given the grounds for termination of criminal action). As it is shown in this MERrasf the
implementation of its criminal policy, asset forfeiture is used as a mechanism to track and counter criminal
action. In addition to the implementation of the action of asset forfeiture in case of ML and associated
predicate offences, Guatemalao enforces the forfeiture action, as a measure through which the ilicit origin

of the goods is punishable, regardless of the prosecution and criminal punishment.

Case 6

Subject A was linked to criminal proceedings on March 1, 2005 for the crimessfiye bribery, pursuant to
complaint filed with the PPO, in which he was accused of making illegal payments to owners of mang
academies authorized in the country for each certificate of approval of a theoretical and practical exam f{
for motor vehicle driver's license; the above, taking advantage of the position occupied to that date as Di
Transit of the PNC.

Under the complaint, the PPO coordinated an operation, which was found the subject in flagrante to wit
that minutesearlier had been given to him by the owner of a driving school.

The PPO in conjunction with the PNC, executed a search warrant in which they were authorized to open
deposit boxes that were in the name of the subject, in which they found moneseg wthigin was not justifiable.

Subject A was declared rebel in the criminal proceedings against him; however, the PPO, through tf
established that the seized money came from illicit activities in the country, which constitute a cause of f
action, since the money comes from related acts passive bribery offences and money laundering or othe

On 8 April 2013 the verdict was announced declaring the forfeiture action on the seized money. The aforen
Forfeiture process developechen the subject A had died, demonstrating that unlike liability and crin
prosecution, action of asset forfeiture is not extinguished by the death of the owner of the property, in wh
the rights ofdefensend due process may be exercised byr¢ipeesentative.

The decision also illustrates the retrospective application of LED, because the events occurred in 2005, |
effective date thereof; thereby confirming that, over time the acquired illicitty domain is not legitimated &
actionof domain may exercise ifavorof the state, evenin cases where criminal prosecution has ceased, t
demonstrating that the forfeiture action is distinct and independent of criminal action.

Conclusions on thenmediate Outcomé&

223. According to theabove, Guatemala hassubstantial level of effe ctiveness in thbmme diate
Outcome?7.

Immediate Outcome 8 (confiscation)
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224, Guatemala has made the necessary efforts, as regards the confiscation of funds and proceeds of
criminal activities related to ML andlssociated predicate offences. With the Asset Forfeiture Act and the
Criminal Code, two (2) figures are set, the seizure and forfeiture, allowed to achieve seizure, freezing of
assets and confiscation. Also, the PPO has the FCLA which is responsidie #sset Forfeiture Unit

(UED), under Agreement No. 14815, Attorney General of the Republic, to the Prosecution section also
corresponds the exercise of the action and criminal prosecution of acts committed throughout the territory of
Guatemala which fain the scope of offences committed under the PRFT Law. For administration,
adjudication of these goods is handled by CONABED and SENABED, who are responsible for reception,
identification, inventory, monitoring, maintenance, management and presenfaéiesets and funds that
happen to be owned by the State under their ilegal origin.

Forfeiture of proceeds, instrumentalities and property

225. The application of forfeiture and confiscation has enabled the competent authorities of Guatemala
to achieve anducceed in the development of investigations for ML and other associated predicate offences,
dismanting and weakening criminal structures by addressing its economic apparatus in the development of
their ilegal activities. Such funds and property havenlbssized and reinvested in the fight against crimes
considered threats according to NRA 2@D45, allowing it to optimize and strengthen security forces, PPO,

0OJ and other state institutions with the responsibility of fighting these offences.

226. The LED care into force on June 2011, through Agreemer2aBL of the Supreme Court, which
created the First Instance Court of Forfeiture . According to that agreement, the Fifth, Eighth and Tenth
Criminal, Drug Traffickihg and Environmental Crimes Courts of the &&pent of Guatemala had
jurisdiction to know of Forfeiture matters, as operations began in the First Instance Court of Forfeiture on
January 26, 2012. Therefore, the statistics are as of that date.

227. As a result of the action of asset forfeiture the fafignvinstruments and property product of
criminal activities has been obtained.

Table 20: Forfeited Money. January 2012July 2015
2012 2013 2014 2015 Total
Dollars $7.141.436,88 | $6.804.691,81 | $ 6.510.465,48 | $9.118.091,02 | $29.574.685,19
Qudzals | Q1.597.293,45 Q 1.584.499,30| Q 886.520,01 | Q6.462.880,57 | Q 10.531.193,33

Table 21: Movables (transportation) and re al e state forfeitedanuary 2012 July 2015

2012 2013 2014 2015 Total
Land(vehicle 22 19 37 67 145
Sea(boa) 2 2 1 1 6
Air (plane$ 0 1 2 0 3
Property 2 2 33 22 59

Table 22: Firearms confiscated. January 2012July 2015

2012 2013 2014 2015 Total
Firearms 45 2 2 2 51
228. The confiscation of criminal funds and assets is a priagsue in the criminal policy of

Guatemala, where criminal prosecution must be combined with the asset forfeiture, in order to attack the
economic benefit and sources of financing of organized crime, it is important to note that according to the
existing law, in the same judgment, the competent court must declare the forfeiture of property of
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corresponding value of the holder, where the execution of the judgment does not lead to identify, locate or
extinguish the domain of certain goods on which see tii@aéccording to information obtained from the

onsite visit havenot yet produced the seizure of instruments, products, properties of corresponding value,
such circumstances the effectiveness of the implementation of this regulatory legal frameeeomkoit
demonstrate or qualify, this being a topic from the COPRECLAFT and also within the PPO Strategic Plan
policy development and coordinated actions betweenthe institutions should be made. Itis likewise necessary
that these policies be developed cdesng the international cooperation of those assets and funds of
corresponding value beyond the borders of Guatemala, and there must be clear procedures that allow the
enforcement of this figure established under the LED and perform mutual legal assistémdeiture
procedures.

éCFATF;A
5 GAFIC

Confiscation of products of national and international predicate offences, and products located
abroad

229. Among the actions taken by the competent Guatemalan authorities to dismantle the criminal
organizations that operate withihe country and across borders, criminal activities related to the product of
previous ML offencesis to identify and track these assets to achieve their forfeiture or confiscation and to
reduce the operational capacity of these organizations, prevéstiogntinuity over time to materialize

these measures, to assist with this work based on the agreements and treaties signed with different countries
on international cooperation.

230. Through forfeiture, it has been possible to dismantle criminal struchaeddvelop their legal

activites in border departments and countries such as Honduras, El Salvador, and Mexico, led by
Guatemalan nationals who have been tried and sentenced abroad, thanks to the articulation of the competent
authorities.

Table 23: Filings received in Forfeiture court (October 2015)
2012 2013 2014 2015 Total

Fiings received 74 69 71 85 295

231. Within the statistics on asset forfeiture judgments of the Forfeiture Court since January 26, 2012
it has issued 195 judgments, ejth 179, with 16 not declared, could assist with this work that allows to
disrupt and weaken the criminal organizations.

Table 24: Forfeiture judgme nts entered by the Court. October 20122015

2012 2013 2014 2015 Total
Upheld 58 53 36 32 179
Not upheld 3 3 9 1 16
Total 61 56 45 33 195
232. Referring to the confiscation of funds and proceeds of predicate offences abroad, the competent

authorities have developed arduous work relying on MLA for confiscation, having been abieita$sets

located within national territory from crimes committed in Guatemala and abroad. However, as at the time

of the onsite visit, forfeiture of funds or assets located abroad has not been achieved, i.e. the seizure of these
funds and property ohbse convicted abroad, this was reaffirmed in theienvisit where the authorities
expressed that if this action is employed but has not yet been realized under the processes and laws of each
country, not being able to determine the degree of effeetagin reference to this issue, making it necessary

for in depth action for due followp to achieve these actionsfavor of Guatemala and the return of such
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funds and assets as products of consolidated criminal activities, which are located outsateettse of
Guatemala.

é’c;mp'a
5 GAFIC

Confiscation of false or undeclared border currency transactions/bearer negotiable instruments
(BNI)

233. The AML Law provides that any natural or legal, national or foreign, person who transports to or
outside of the Republic, himsetdir through an intermediary, cash or documents, in an amount higher than
ten thousand dollars of the United States of America or its equivalent in national currency, must report it at
the port of departure or entry of the country in the formats designétisfgourpose.

234. In this sense there is an interagency agreement between the SIB, the SAT, the Directorate General
of Immigration where a unique form of declaration when entering and exiting the Guatemalan territory has
been designed and developed. Custagents or PNC officers may verify, by interview, the information
provided in the affidavit; they can also check baggage, containers or shipments of passenger and legal
persons, as appropriate, as well as the passenger himselff.

235. In case of unjustified onson of the statement or falsity, the money or the related documents are
seized and made available to the PPO for investigation and the exercise of the action of asset forfeiture
contemplated in the law. In case of false declaration, the person is saljeiotinal prosecution for the
offences of falsifying a document, perjury, and given the legal, money laundering or concealment or other
assets, as appropriate.

Table 25: Cases involving omission or false statement border transportation of cas011-2015

2011 2012 2013 2014 2015
31 11 23 25 26
Table 26: Seized amounts2011-2015
Currency 2011 2012 2013 2014 2015
Dollars 2.443.830,74 | 503.364,07 | 1.387.497,44| 10.197.707,39| 2.550.743,38
Mexican Pesos 0 141.00 1.879,00 124.220,00 609.413,00
Quetzals 531,90 1,331.00 2,673.90 2.316.915,35 627.857,75
Canadian Dollars 0 0 0 120.00 280.00
Yuan 0 11,390.00 0 0 4,254.00
Colombian Pesos 826.00 0 148,000.00 56,000.00 0
Brazilian Real 0 0 0 0 2.00
Venezuela Bolivar 0 0 0 0
10.00
Euros 0 0 1,67000 11,467.13 0
Lempiras 0 10.00 0 0 217.00
Cordobas 0 0 0 0 10.00
Credit Titles 0 0 0 120,457.44 0
Hong Kong Dollars 0 0 0 170.20 0
Argentine Pesos 0 0 0 50.00 0
Costa Rica Coloney  11.000,00 0 0 0 0
Ecuador Weights 100.00 0 0 0 0
British Pounds 0 0 100.00 0 0
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236. Importantly, crossborder transportation of ilicit money is one of the situations identified as high
risk in the NRA 2014 to 2015, so that the competent authorities diigently work in investigative matters to
strengthen criminal action aigat criminal structures engaged in these ilegal activities. To achieve this one
relies on the Special Investigation methods established in the legislation, specifically the only one currently
employed, but has generated satisfactory results in this imne@etapping, which has contributed to the
capacity of the competent authorities to manage and mitigate this threat, making successfulblows to criminal
structures, in turn with the help of the authorities of the bordesighbor countries they haveonducted
operations that have led to the forfeiture of funds and foreign and domestic capital in Guatemalan territory
inked to this offence.

Consistency of forfeiture results with the risks of ML/TF national AML/CFT policies and
priorities

237. According b the results of the NRA 2042015 offences that due to their recurrence and resources
generated represent internal threats are traffic and storage of drugsistiamxs fraud, activpassive,
embezzlement bribery and/or embezzlement, trafficking, custamggling, cros®order transportation of

ilicit money, extortion; based on these threats the PPO in its Strategic Plan201% is aimed towards
specialization in the prosecution of these criminal phenomena that affect the legal rights, among them
economic and organized crime and other threats that are considered by the institution in charge of prosecution
as growing offences, reason for which in cases where it is appropriate criminal prosecution combined with
nonpenal disincentives such as assefiefture, in order to attack the economic benefit and sources of
financing of organized crime; whatis sought is to reduce the operational capacity of criminal structures.

238. Thus all competent authorities work diigently to assist in achieving the corgisadtiunds and

assets resulting from the investigation of these offences, considered the threats that most affect Guatemala,
together with international cooperation to achieve their goals beyond Guatemala's borders. However,
regarding these threats, dgyithe orsite visit, other ilegal activities that were not considered threats in the
context of ML are relevant and necessary to develop strategies and national policies to achieve the forfeiture
and confiscation of funds and property of members of tbesal structures, as is the case of ilicit arms
trafficking. According to reports by the PPO, that crime is growing and generates huge profits which are
laundered in Guatemalan territory and abroad so it is necessary to establish policies to woilt to av
spreading this offence that causes so much damage to the country's economy, having to incorporate the issue
for the meetings of the COPRECLAFT, in order to generate the incentives and strategies to mitigate and
manage this risk.

239. According to the stadtics presented by the authorities during the period-2013, the various
prosecutors have referred cases to the UED. The FSLA should be especially mentioned, which has sent 200
cases, the prosecution against drug trafficking, which has sent 160 lsapessécution of economic crimes

has sent 88 cases, the SFIC which has sent fourteen (14) cases and the prosecution of against extortion that
sent 4 cases.

Table 27: cases referred by the offices to the UED. 202015

Prosecutor office 2011 2012 2013 2014 2015 Total
Special Impunity 0 4 3 2 5 14
Against Corruption 1 2 0 0 0 3
Economic Crimes 0 4 13 33 38 88
Against Extortions 0 0 0 1 3 4
FCLA 26 32 40 57 45 200
Metropolitan District 0 0 0 2 0 2
Against Drug 12 12 22 61 53 160
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Against Trafficking 0 0 0 1 3 4
UNILAT 0 0 0 0 1 1
Offences Against Life 3 3 8 3 1 18
District and Municipal 0 2 12 12 5 31
Against Intellectual Property 0 0 1 0 0 1
Human Rights 0 0 0 1 0 1
Against Organized Crime 2 1 0 1 0 4
Juvenile 1 0 0 0 0 1
Total 45 60 99 174 150 527
240. As for the forfeiture actions that have materialized it has become apparent that they comply with

the threats and risks identified in the ML/TF NRA aeses related to trade, trafficking and ilegal storage
(drug trafficking), with active, passive bribery, misappropriation and/or embezzlement, customs and tax
fraud and cases of extortion, among others.

241. During the period under review (202015), accordig to the information submitted by the
SENABED, the following results were evidence regarding Extinction and Seizures:

242. The sum for the final result was final judgment records with more records with precautionary
measure giving 159 dossiers for a total antdetween confiscated and seized USD 68.9 milion.

Table 28: Files
Year
2012 2013 2014 2015 el
Cases Entered 65 54 75 68 262
Cases with Precautionary Measurg 15 11 16 30 45
Records with Final Judgment 50 43 54 37 184
Confiscated Amount (USD 2.655.722 953.022 5.638.450 | 4.126.848.02| 22.621.236
Confiscated Amount (QTG) 2.772.879 646.633 333.303 41.403.483.51| 45.156.298.5
Confiscated Amount (USD) 8.642.991 | 5563562 | 2.033.435| 3.865.046.00| 20.105.034
Confiscated Amount (QTG) 440.922 1.478 2.011.073 82.695.85 | 2.536.168.85
Invested cash 13.894.146| 7.613.927 | 49.353.407| 78.775.459.61] 149.636.940
Amount of the investment 14.160.900| 7.818.600 | 50.893.895( 80.727.763.78] 153.601.158
Sgrl‘j"ers'on amountseized QTZ10| 14 110 151| 4526432 | 2333120 | 5441433 | 31.711.136
Sgrl‘j"emio” amountseized QTG 19 5485 456 | 10343 | 14.077.509| 10.868.15 | 17.185.176
Total Confiscated USD 22.065.873| 5.479.454 | 7.971.570 9.568.281 45.085.178
Total Confiscated USD 11.729.447| 5.573.905| 16.110.944| 3.875.914 37.290.2D
Total 33.795.320| 11.053.359| 24.082.514| 13.444.195 82.375.388
243. According to the provisions of Article 47 of the LED, SENABED wil allocate resources as
follows:

1 20% with exclusive use to cover the expenses of the units of special investigation smethod
created under the Law Against Organized Crime, task forces or unities in charge of aerial
and maritime interception of drugs

1 20% corresponds to private funds of the PPO and shall be invested in witness protection
programs, as well as the investigationd qudging of money laundering offences, drug

trafficking and organized crime
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18% corresponds to private funds of the MINGOB for training and acquisition of equipment
for direct support of investigative units related to the Law of Asset Forfeiture ané e C

to GatherAnalyze Distribute Criminal Information of the PNC

15% corresponds to private funds of the SENABED to cover expenses for the management
of goods that are seized and forfeited until their sale is possible

25% corresponds to private fundstize OJ

2% is for the Attorney General of the Nation.

244, Likewise, regarding forfeited assets, SENABED can donate them to public interest entiies,

prioritizing:

)l

Special units of INGOB, PNC and the PPO, when dealing with vehicles, equipment and
weapons tht are not exclusive to the army

The Ministry of NationalDefensewhen dealing with goods, equipment or weapons of
exclusive army use, maritime ships or airships of either fixed or rotation wing, shall be used
to support the PPO, MINGOB and the PNC in preing and prosecuting organized crime

QJ, as it corresponds

245, As a result of the work of the SENABED, forfeiture money has been distributed to the beneficiary
entities as follows:

Table 29: Forfeited cash transferred to entities

Beneficiary 2012 2013 2014
PPO 1.943.052,74 1.369.970,34 830.297,06
MINGOB 1.797.323,84 1.267.222,6] 768.024,79
SENABED 1.092.967,2( 770.608,35 467.042,1(
0oJ 1.821.653,22 1.284.347,25 778.403,5(
Attorney General 145.732,26 102.747,7§ 62.272,28
Ministry of NationalDefense 485.774,20 342.492 54 207.574,26
Total 7.286.503,51 5.137.388,9] 3.113.613,94
Conclusions on themmediate Outcom@
246. According to the above, Guatemala l@substantial level of effe ctiveness in thBmme diate

Outcome 8.
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CHAPTER 4. TERRORIST FINAN CING AND FINANCING O F PROLIFERATION

Key findings and recommended actions

Key findings

Immediate Outcome 9
- In Guatemalan law TF is criminalzed. However, the TF offence does not extend to financing of an
individual terrorist or terorist organization for any purpose, even in the absence of a link to a terrofist act
(s).
- At the time of the orsite visit there has not been not been any case involving this offence, or request for
MLA regarding this matter.
- According to whatthe MITF NRA evidenced , it was determined that the risk of TF is considered medium
low. However, the TF risk analysis requires analysis of vulnerability to TF sectors.
- In November 2015, the PP O created a specialized agency which would be responsiblgirfgr dnactior
and criminal prosecution of acts committed in the territory of Guatemala related to the TF, which hag not yet
developed its functions as it is working on the adequacy of space, allocation of qualfied personnel and other
administrativelogistics activities to start up its activities.

Immediate Outcome 10
- There are measures and controls established through the relation between IVE with institutions |and OSs
concerning individuals and entities designated by the UNSC, in order to complM&K resolutions.
- Efforts that Guatemala has done, in order to develop measures that affgeietoent financial sanctions
effectively stand out.

Immediate Outcome 11
- The IVE and PPO have worked together to create a framework for the impleaneotdltie TFS related
FPWMD. However, it needed more training of OSs on obligations to ensure the implementation of the TFS
without delay.

Recommended Actions

Immediate Out come 9

- Amend the criminalization of TF as required by Recommendation 5.
- Itis necessary for the competent authorities to work together in order to generate inteligence and to know
possible circumstances and inttiate investigations relating to the commission of the crime of TF being the
case.
- It is necessary for a continuousiting and induction to the authorities of the PPO, Judicial Branch (Court
Judges of High Risk), auxiiary research organizations that allows them to be updated on trends, typologies,
modus operandi to adapt their investigative techniques and on presbiatioffence to have the abilty and
proper knowledge for effective, proportionate and dissuasive sanctions.
- The incorporation and regulation of those economic and professional activities to perform the gctivities
under international standards issuedthy FATF, which are not yet regulated and supervised so jas to
minimize the risk and vulnerability that are captured and/or used by criminal organizations for the
development of activities related to this criminal activity, so they enter the status of OSs.

Immediate Outcome 10
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- Itis recommended to strengthen the procedural and legal framework that allows to fully implement TFS
under Resolution 1267 and successors and Resolution 1373. In addition, to perform domestic designations
and establish procedwéor unfreezing or termination of the measure,

- Itis recommended to implement awareness programs that allow the OSs, especfaigno@ OSs to
have a greater understanding of current legislation and structured to implement the TFS.

- To assist NP®to establish procedures handbooks to faciltate their compliance with the standard.
Greater outreach by the relevant authorities, including supervisors, to join efforts and to ensure that this
sector has a higher level of understanding about the pditashould apply in ML/TF. Moreover, to
unify criteria and sort the ideas in the development of strategies that allow them to better know their
donors.

Immediate Outcome 11

- Increased awareness and training offimencial OSs are required on théigditions described in the
IVE Official letter on the revision of the lists of UNSCRs 1718 and 1737, most of which, by the datg of the
on-site visit were unaware of the requirements established in the regulations.

- Implement monitoring and supervision @Ss' specific obligations in the implementation of the TFS.

247. Relevantimmediate Outcong considered and assessed in this chapter are the1O. the
relevant recommendations for the assessment of effectiveness in this section@re R. 5

Immediate Outcome 9 (TF investigation and prosecution)

Prosecution/conviction of the types of TF activity consistent with the risk profile of the country

248. Guatemala after the development of ML/TF NRA, has determined that the TF risk of the country

is Medium Low, which esults from its geographical position and proximity to Mexico and the United States.

In Guatemala, it has not known any cases of TF by the competent authorities to investigate and prosecute
this crime, nor has the OSs developed STRs of cases involvingfféiige or have typologies detected on

this point. As it was mentioned in the analysidrfediate Outcomé, the NRA indicates that given the
absence of information, no cases have been presented, no challenges presented in the risk assessment, anc
for the same reason of lack of this information, typologies have not been generated. The only thing that was
considered in terms of threats were qualitative aspects such as the geographical location, where it is noted
that Guatemala could serve as a bridgestispected terrorists on their wayto the United States, which would
represent a potential threat to national level however this is specific to terrorism. With regard to
vulnerabilties, a specific analysis of sectoral vulnerabilties is necessary toeratimgd risk exposure to

TF.

249. However, despite not opening investigations in development or trial process, through the
COPRECLAFT, as governing body of efforts and cooperation between state institutions that have
responsibiity for the crime of TF, thrgh its NSP 2014018 have begun to develop actions at
interinstitutional level to combat the TF crime.

250. These efforts have been materialized through the recent creation of a Prosecutor Agency attached
to the FCLA at the PPO to exercise action and cringnadecution of TF acts committed throughout the
territory of Guatemala that incorporate offences contained in the LPRFT Law. This Prosecutor agency will
be specialized in carrying out investigations related to the TF offence, allowing the Guatemalatiesauthor

to have specialized staff for the prosecution, and repression of these criminal activities. This new Prosecutor
Agency was created on November 18, 2015, and will have specialized staffto carry out investigations related
to this criminal offence wheits begins operations, for the development of its investigative activities.
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However, atthe time of the @ite visit, staff was still not yet appointed to the Age@rior to the creation
of the Agency, in the event of a TF case, they had trainedampdetent professionals to investigate ML by
the FCLA and the UED.

251. I n addition, the AFramewor k Agreement of | nt e
from the entities that make up the COPRECLAFT in Guatemala, and invited entities that pestalthe

legal framework for the prevention, control, surveillance, investigation, prosecution and punishment of such

il legal activitieso allows for the exchange of i

252. OSs should adopt, develop and implement anoig, policies, procedures and appropriate internal
controls to prevent misuse of their products and services in TF activities. These actions must be supported
by the IVE, institution that performs verification and monitoring in accordance with the pnsvisi the

AML Law, the PRFT Law and their respective regulations. Likewise, the OSs, are obliged to send STRs to
the IVE in the case that suspicious transactions are detected that may be related to TF, in accordance with
the procedures established for thi&. As of the orsite visit, the IVE had not received STRs on TF from

the OSs, nor from the analysis of the IVE have been conclusions on the existence of operations related to
this crime. Norfinancial OSs require greater awareness regarding TF in wgeoperly understand the

risks of TF and are in the abilty to identify if any potential suspicious transactions are related to TF.

Identification and investigation of TF

253. Guatemala has a legal and institutional framework for the prevention, investigauil conviction

for committing TF offences. However, tt is relevant to mention that therifinalization is not completely

in line with the FATF standards. The TF offence does not extend to the financing of individual terrorist and
terrorist organizabn for any purpose, even in the absence of a link to a terrorist act(s) which limits the
possibility that the authorities generate financial inteligence and can investigate this criminal conduct.

254, As mentioned previously, at the time of thesite visit investigations related to terrorism and TF
cases had not been developed, nor has inteligence been generated to enable the authorities of PPO to open
investigations on this matter.

255. However, within the measures to prevent and detect activities aimedbinpvTF offences, a
series of measures has normatively implemented. The IVE has instructed and oriented OSs accordingly to
prevent their products and services from being used by criminal organizations dedicated to TF, on which
constant and comprehensr®nitoring of these OSs should be secured regarding thinamcial sector.

256. Also according to the provisions in Guatemalan law the OSs must submit to the IVE, monthly
information concerning the operations under the PRFT Law, referring to the Reparteofational
Transactions whose threshold is greater than $ 2,000:@porting is done through the technology platform

6 According to information provided by the authorities, after the onsite visit, the®Pmoteor 6 s Of fi ce att ac
FCLA of the PPO for TF has the staffto actin the event of a TF case.

't should be mentioned that after the onsite visit, th
the Monthly Report of Fundsarn s f er s 6 was issued, which states that be
IVE-TF-21, remittances above or equal to USD 300.00, or their equivalent in another currency, and wire transfers
(international, local or cluster) above or equal to USDOP00, or its equivalent in another currency, should be
considered when being carried outin one or severaltransactions during one month; the instructions were issued through
Official Letter IVE No. 1274016. However, this information is beyond thepgeof the Mutual Evaluation, which is

limited to the last day of the onsite visit.
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maintained by the IVE with these OSs, allowing this intendancy to perform the analysis of the information
reported by the OSs, thougks at the date of the-@ite visit a specific analysis of TF had not been submitted.

For the development of these analyses the IVE has computer systems that allow verification of information
and eventually detection of transactions that may be related oF offence, through historical databases,

geo referencing system (geographical analysis of information), statistical analysis of databases, access to
databases with specific instructions (UN, OFAC and Interpol lists) and issuing reports that ae easy t
interpret, manage and present. As of the date of th&tervisit there has not been any case involving
terrorism or its financing.

257. The PPO, being in charge of criminal proceedings, has a duty to conduct investigation alongside
with the investigate aiimry bodies, with capability to determine the degree of participation in the offence

by the accused, as well as depend on the Guatemalan legislation with a series of special investigative
techniques that allow assistance in the development of the gateti process of this offence, along with

the Directorates of Criminal Analysis and Investigation, which through their reports may allow direct TF
investigations be that the case.

258. In addition, according to Guatemalan legislation, there are Courts ofeGRisk which allows
conducting the judicial process of giving the necessary security to trial judges, PPO, acting investigative
bodies, witnesses where ordinary protection measures are insufficient. These courts shall know of the
eventual TF and terrons cases, where exceptional security measures should be adopted.

TF Investigation integrated and backed with national strategies

259. Guatemala has implemented necessary mechanisms for the exchange of information (such as the
agreement mentioned above) and fetinent authorities to detect possible events related to TF. The
COPRECLAFT, within its responsibilities has the needralyzenational problems related to TF, they have
developed a series of actions and{teign strategies to mitigate the risks tethto ML/TF vulnerabilties,

which is currently under development by the authorities inherent in the subject.

260. Inter-agency working groups have been created through the COPRECLAFT, designed to meet
specific objectives to develop investigations of integglaML/TF, having among its working groups,
Working Group No. 1, which is aimed at strengthening the national system of prevention and suppression of
ML/TF, by optimizing the efficiency and effectiveness of ML/TF prevention measures, optimization of
crimina investigation and the administration of justice, the establishment of a system of inteligence and
strategic information exchange and information analysis and institutional strengthening of the entities related
to combating these offences. The joint @udiof the Judicial Branch, the MINGOB, the Ministry of National
Defensethe PPO, the SIE, the DIGICI, the Office of Migrations, the SAT, the CGC and the IVE, generated
tools to work in coordination to handle information, exchange and cooperation ifubnugener for the
detection of crimes and the corresponding investigation and prosecution of TF cases.

261. To materialize this national strategy, it is proposed to promote interagency working mechanisms
for the exchange and analysis of information, whicbxisected to occur within the COPRECLAFT NSP
20142018, through a series of activities related to implement working mechanisms feagatay, to
stimulate exchange and analysis of information, development of internal tables between the PPO, reporting
aimed at strengthening the fight together through ML/TF information, held by different institutions.

Effectiveness, proportionality and deterrence of sanctions

262. In Guatemala criminal or financial penalties have not been enforced on natural or legal persons
associated with this criminal sanctions, however Guatemalan law provides criminal and financial penalties
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to the aforementioned persons committing epadicipating in these crimes, establishing penalties ranging

from 6 to 25 years plus a fine ranging vieeen USD 10,000.00 and USD 625,000.00, or its equivalent in
national currency for individuals and legal persons, notwithstanding criminal responsibility of its owners,
directors, managers, directors, officers, employees or legal representatives, offielecdbel PRFT Law

shall be prosecuted, in the case of acts of its regular bodies, coupled thereto shall be liable to a penalty equal
to the amount of goods or money subject of the offence, and in case of recidivism, legal personality wil be
cancelled, awell as the confiscation, loss or destruction of the objects of the offence or the instruments used
for its commission, payment of costs and legal costs and publication of judgment in at least two national
media publications.

263. Considering the latter, anetforming an abstract analysis, should an event related to this crime
arise, the Judicial Branch has sanctions available in any form of participation, which are proportional and
dissuasive according to the severity of the crime, which is considered dgairgstity and depending on its
severity does not have n@nosecutorial measuresfavor of the accused.

Alternative measures used when a conviction for TF is not possible (p. e.g., Interruption)

264. Despite the absence of cases or investigations congerfiinthe competent authorities have
established the legal authority to operate and develop actions to disrupt any activities related to TF.

265. Among these actions based on the provisions
to have knowledgef an offence by any means, to avoid the occurrence of further consequences and access
information relating to the offence (...) fA fror

terrorism and its financing, that may produce further effdotthis sense, among the developed actions
mention can be made of measures of locating and freezing of funds and assets according to the urgency of
the case of waiting for the order of the judge, which it may be filed within tefeaty(24) hours after
application of the measure, in light of the danger of delay as the eminently financial TF offence.

266. The IVE and the PPO have the legal authority to obtain the necessary information from the OSs
and public institutions that serve as support for investigatidlso, they can implement precautionary
measures and perform forfeiture actions that could be applicable in the event that a TF investigation,
prosecution or conviction is not obtained.

Conclusions on thenmediate Outcom®

267. According to the above, Gtemala has moderate level of effectiveness in thenme diate
Outcome9.

Immediate Outcome 10 (TF preventive measures and financial sanctions)

268. Guatemala has made efforts, to develop mechanisms that allow application of TFS but should
improve effectiveass in this area. Likewise, the effort and work being carried out with NPOs in order to get
closer to the sector should be highlighted, as it allows the sector to be more aware of its obligations.

269. Therefore, it is recommended to strengthen and develofedghaé framework, in addition, to
implement programs of knowledge of the layout that is currently structured for such TFS, developing or
updating the procedure manuals and guidelines to help compliance with the current standard, taking Official
Letter IVEB382009 , which issues the Basic Guidance on measures to be adopted by OSs in case of assets
or property that could be related to Terrorism, TF and other related acts, as an example. According to
information provided during the esite visit it was evideinon the one hand, a degree of commitment and
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understanding of the subject by the banking financial sector, whildinamtial sectors showed lack of
knowledge of their obligations and responsibilties on the topic.

270. It is necessary to establish regulasio and appoint responsible authorites to propose the
appointment of persons or entities at the federal level, and to establish mechanisms, applying the standard of
assessment of evidence or substantiation of reasonable grounds for suspicion, sanfiguatetowe taken

into consideration when proceeding to an unfreezing or exclusion from lists.

271. Similarly, even though there are provisions in place by way of the LED and the directions of the
PPO to OSs by the IVE, evidencing the mechanism in forceéaé terrorist funds or assets without delay,

it could not be determined the speed with which freezing measures can be applied in cases in which it may
be required, at least not as indicated by international standards in some occasions. While fias thieie t

PPO and the judge are aware of the procedures to follow in a positive case, this is not what happens for some
OSs, especially in the ndimancial sector. In accordance with the mechanism set forth, OSs are obliged to
revise permanently UNSC Comtekes listings. During the esite visit and in the interviews with OSs, it

was noticeable that there are subjects who reviewed the lists on their own inttiative for varying periods of
time, without taking into consideration listing updates as instructekdebl? PO. However, attention should

be paid to the fact that in 2012, a false positive emerged where a DNFBP reported to the PPO a possible
coincidence under UNSCR 1267, without identifying goods or funds to freeze; after the corresponding
analysis by thé®PO the corresponding report was discharged.

272. Guatemala should strengthen awareness of the important need to meet the TF obligations,
especially on TFS, and double efforts in order to implement the legaly enforceable measures, just as it is
necessary fdinancial supervisors to double efforts to monitor that these obligations are complied with in a
timely manner and with the frequency required to meet international standards.

Implementation of targeted financial sanctions without delay for TF

273. Guatema has a policy for the implementation of TFS under UNSCR 1267 and successor
resolutions. The LED Law, the PRFT Law and the AML Law grant powers to the PPO to implement
precautionary measures due to risks of delay without prior court authorization. Hen&R ® issued a

request and order to freeze assets (Record file-LIST1-2015), which by way of Official IVE Letter No.

36462015 orders OSs to screen immediately and permanently the possible existence of funds or assets of
natural and legal persons mened by the UNSC, with the corresponding updates of such listings, as well

as to freeze assets immediately in case of a match. Therefore, OSs should review immediately and
permanently their databases and other records to check if there are matches wihibrits; this also applies

in the case of performing transactions. Should any matches arise, OSs must freeze assets and report as soon
as possible to the FCLA for the purpose of confirmation of this measure.

274. Even though there is a mechanism in fowdréeze terrorist funds or assets without delay, the
speed of these proceedings when requiretiich is not determined in the relevant provisi@annot be

precisely assessed, at least not in the same way the international standards establishes, in some
circumstances. While it is true that the PPO and the judge are aware of the procedures to follow in a positive
case, this is not what happens for some OSs, especially in #imamrial sector. During the esite visit

and in the interviews with OSs, itas noticeable that there are subjects who reviewed the lists on their own
intiative for varying periods of time, without taking into consideration listing updates as instructed by the
PPO. However, attention should be paid to the fact that in 2012egfagive emerged where a DNFBP
reported to the PPO a possible coincidence under UNSCR 1267, without identifying goods or funds to freeze;
after the corresponding analysis by the PPO the corresponding report was discharged.
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275. Itis important to point outiat after the osite visit, measures have been implemented for the IVE

to send listings updates to all 3S$hey should establish measures to diminish in practice the times for
revision of listings by the nefinancial OSs. In addition to offering greatisclosure of the rule that allows

the OSs to have a clearer vision of their responsibilities and obligations. The latter, by concentrating on non
financial OSs where most ignorance was detected.

276. As for the UNSCR 1373, Guatemala can comply with theestgurom other countries by virtue

of LED mechanisms; however, it has neither authority nor a mechanism to identify or designate at a federal
level according to the criteria of the UNSCR 1373 on grounds or a reasonable basis. Therefore, it should
work ona legislation that allows Guatemala to answer effectively to this criterion. The same applies to the
mechanisms for unfreezing or removing lists. Once the abovementioned can be relied upon, a training
campaign should be inttiated that manages the effeetsgof the measure.

Directed approach, scope and supervision of NPOs at risk

277. In 2013 the SIB, through the IVE, concluded the Study on sectors vulnerable to ML/TF risk. To
develop the study, the information available to the IVE from January 2009 to bec2@di2 wasnalyzed
Resulting from the analysis, it was determined that there is ML/TF vulnerabilty in the NPO sector,
specifically on those receiving and/or managing public funds, as well as those involved in international
transfers of funds. As a nalsof that study and the identified risk, the AG 42B.3, through which the NPO

listed as OSs modifying Regulation Act UNCCD was included, was approved and enacted.

278. Subsequently, starting from the development of the ML/TF NRA, Guatemala determint-e that
NPO sector has a medidimgh vulnerability level. Regarding ML, tH¥E hasfiled several legal reports
involving NPOs (untli December 2012, 12 reports have been submitted) and one case was subject to
Forfeiture action of an NPO under ML, which dendtes special vulnerabilty of NPOs to be abused for
criminal activities.

279. NPOs are subject to registration for the recognition of their legal status, same as is done in the
REPEJU, attached to MINGOB and must also register before the RTU SAT, who \emifipance with

tax obligations to which they are subject, the correctuse of the benefits enjoyed is verified as exempt entities.
The Comptroller of General Accounts (CGC), through its Directorate of Audits on Special Entities, performs
the audit of norprofit organizations that receive, manage or execute public funds, whose scope is focused
on auditihg the administrative, financial and operational implementation of special entities who receive,
manage and invest public funds, including infrastructureimgndirectly or indirectly with public funds. It

should be noted that the CGC could receive more training in prevention of ML/TF.

280. In addition, NPOs (in special, those which receive and/or manage public funds and those which
perform international fund trafers) mentioned above, since they are covered by the regulations against
ML/TF (by application of Art. 15 of the PRFT Law), are subject to supervision in AML/CFT obligations
and have specific instructions regarding programs, policies, procedures amal irtentrols to be
implemented on KYC (benefactors and beneficiaries), in order to prevent their activities from being involved
in ML/TF, which include registration with the IVE, the form to record daily operations, reporting on cash

8After the onsite visit, by Official Letter IVE No. 262016, an automated systemwas established by which the IVE
immediately informs RERSs of all the updates to the CIit$. RERSs have an obligation to inform the IVE in less

than 24 hours aboutthe existence or absence of matches. However, this information is outside the scope of the Mutual
Evaluation, whose scope s limited to the last day of the date ofitk#evisit.
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transaction equal orrgater than USD 10,000.0 or its equivalent in national currency, RTS, training,
application of measures as ordered by the PPO pursuant to the UNSCR, among others.

281. However, according to the information provided, as atthe date of thieorisit, there &d been
no supervision of NPOs registered with the IVE, although for 20i&itervisits had been scheduled.

282. The IVE has conducted some training for the NPO sector, particularly regarding ML issues and
obligations in terms of ML prevention.

Table 30: AML/CFT training to NPOs

CTRAINING FOR NPO
From January 1, 2014 to September 10, 2015
Date Name Persons Type of Topic
trained person
AAO0 NPO;
06/03/2014 International 25 ocC
transfers
O 0 1l Obligations under AML/CFT legal
o7/082014 | © B o d|sl\psbmzs 2 ON O otk 9
0Co0 NPO;H
29/10/2014 International 2 oC
transfers
oDo NPOS5
18/02/2015 International 36 ocC ML/TF Prevention
transfers
nNEoO NPOfJ{
10/09/2015 International 46 ocC ML/TF Prevention
transfers
283. Despite significant steps taken regardinB®s to deter their use in TF, there should be closer

outreach by the relevant authorities, including supervisors, to join efforts and to ensure that this sector has a
higher level of understanding of their ML/TF obligations. It also must strengthen sigenad improve

their follow-up in order to implement preventive measures ensuring that funds, objectives and beneficiaries
coincide with their registration purposes. Similarly, there should be more training, especially regarding TF.
Moreover, the sectorhsuld be encouraged to maintain an updated list, available upon request by the
competent authorities. Internal manuals should be drafted to implement mechanisms for a better knowledge
of officers and enforcement of AML/CFT obligations.

284. It is recommendedthave a greater approach by supervisors with the sector so that they can
understand their obligations regarding ML/TF prevention. Increase the number of training, especially on the
issue of TF. This in order to develop internal manuals, establish meokdoisa better understanding of

its donors and implement their obligations.

285. Similarly, in order to maintain current knowledge of the vulnerabilties of NPOs against ML/TF,

it would be appropriate to update the 2013 study, focusing on specific TF vilitiesadnd integrate said
analysis to subsequent national risk assessments.

Forfeiture of assets and instrumentalities of TF

286. Guatemalan legislation, through the LED Law, empowers the competent authorities to order, even
in the absence of a criminal queeding and without warrant, upon the basis or reasonable grounds for
suspicion, the seizure or freezing of assets related to ilicit activities related to terrorism or TF.

71



Mutual Evaluation Report of Guatemala § SATE

287. As a result of the execution of the NSP, it is important to note the above ertémsion of the

FCLA, with the creation of a prosecutorés office
the action and criminal prosecution of acts committed throughout the territory of Guatemala which
incorporate criminal offences comtad in the LPRF Law.

288. On the other hand, the LED strengthens the capacity of deprivation of assets and assetinvestigation
carried out by the PPO on goods related to the commission of crimes. However, to date it was not possible
to verify implementation fahe action of asset forfeiture for TF cases.

289. Guatemala has implemented through DIGM measures to prohibit the travel of persons listed by
the UNSC as per identified risks.

290. It is recommended to provide the new PPO agency for TF matters, the humanaani ifin
resources to perform its functions and contribute to the training and formation program for the staff of the
aforementioned agency.

Consistency of measures with the overall risk profile of TF

291. As previously mentioned, the risk level of TF ideatffi for Guatemala as a result of ML/TF NRA,

is mediumlow and, as indicated by the authorities is conditioned by the geographical location of the country
which could serve as a bridge for suspected terrorists on their way to the United States, which would
represent a potential threat to national level, however this is specific to terrorism.

292. As already mentioned, authorities have the measures that can contribute to mitigating the risks of
both ML and TF. The authorities responsible for the criminal invemsiigénave the powers to investigate,
with the new prosecutoroés office the resources t
the Asset Forfeiture Unit has the possibility of freezing and confiscation of property that may be related to
ilicit activities, including terrorism and its financing, exceptthose limited related cases involving an absence
of criminalization. The Judicial Branch has created specialized courts of increased risk to hear of possible
cases of TF and forfeiture. Howar, as mentioned, none of these powers and tools have yet been used.

293. To ensure the effective development of the above and achieve the same goal with the new units
created, it is desirable to provide resources and qualfied personnel to new officesgttiest human and
financial capital of existing ones in order to extend special investigative methods applied by national
authorities, acting in a combined manner.

Conclusions on thebnmediate Outcomd.0

294, According to the above, Guatemala ham@derate level of effectiveness in thémme diate
Outcome 10.

Immediate Outcome 11 (financial sanctions FPWMD)

295. In the same way as expressed in the analysisnofediate Outcomé&0O, Guatemala has made
efforts in generating a mechanism to implement targetedigasanctions on FPWMD.

296. As mentioned in this report, through AG 12814 the objective and functions of COPRECLAFT
were modified in order to incorporate the issue of FPWMD, so that actions were coordinated at a national
level with regard to FPWMD in ordeo contribute to the effective enforcement of international law and
treaties approved and ratified. Also the Framework Agreement of Interagency Coordination and Exchange

72



Mutual Evaluation Report of Guatemala § SATE

of Information of the entities that comprise the COPRECLAFT, and invited entitiésirid also part of the
legal framework for the prevention, control, surveillance, investigation, prosecution and punishment of such
illegal activities, was modified in 2014 in order to expand the objective and include the FPWMD.

297. For purposes of implemeamy the TFS related to UNSCRs 1718 and 1737 by the Official Letter
IVE 36462015 October 2025 the measures concerning the freezing of assets related to UNSC lists on the
WMD program of the Democratic People's Republic of Korea (1718) and the nucleanaeegmram of

the Islamic Republic of Iran (1713), were incorporated.

298. The aforementioned Official Letter requires from the OSs a permanent review of these lists and in
the case of matches, they should immediately freeze related funds or assets aredhiarof such action
taken.

299. In the application of this new instrument, greater awareness and training of the OSs on the
obligations described in the IVE Official Letter is required. At the time of thatenvisit, the understanding

of obligations by thé€Ss, except for the financial sector was limited especially with regard to DNFBPs, so

it cannot be determined whether the freezing measures were conducted with the required speed. As indicated,
the OSs that review listings do so on their own initiativeinduvarying periods of time, without taking into
consideration listings updates. However, it should be mentioned that the IVE and the PPO have been
available to the regulated entities to attend to inquiries from OSs on implementation of the instruments
mentioned.

300. The efforts carried out by the IVE in outreach with the OSs, through training and communication
activities, aimed at them knowing and applying TFS under UNSCR 1718 and 1737, should be highlighted,
as it provides evidence on the commitment of Gomatlan authorities regarding FPWMD.

301. The financial and nefinancial OSs are monitored and supervised by the IVE, however given the
recent nature of these measures there is no evidence of specific surveillance of these obligations. In order for
OSsto belle to betterimplement their obligations regarding TFS and to be duly updated as for designations,

it is recommended for supervisors to further approach OSs, as well as to increase the number of trainings
regardingFPWMD and UNCS designations, in order fbem to reach a better understanding and certainty

of their corresponding obligations and responsibilties.

Conclusions on thenmediate Outcomdl

302. According to the above, Guatemala lmmoderate level of effectiveness in thenme diate
Outcome 1l

9 After the onsite visit, by Official LettedlVE No. 2632016, an automated systemwas established by which the IVE
immediately informs the RSs of all the updates to the UNSC lists. RSs have an obligation to inform the IVE in less than
24 hours abouthe existence or absence of matches. However, this information is outside the scope of the Mutual
Evaluation, whose scope is limited to the last day ofthsite visit date
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CHAPTER 5. PREVENTIVE MEASURES

Key findings and recommended actions

L

TF

e GAFIC

Key findings
- Guatemalan regulators, especially the IVE, have developed both regulatory efforts and training
regulated entities to properly understand their risks and badkatatevelop policies, procedures to mitiga
same. However, it has been found that:
- The banking system, particularly finance companies and offshore banks have developed proced
timely manner and in line with whatis indicated in the regulation.

- DNFBPs are not aware of the risk of ML/TF to which their activities may be exposed, no develop
observed regarding the implementation of policies, procedures and controls to help minimize the r
translates into minimal or almost Remistent remission of STR by DNFBPs.

- Banks are the main generator of STR, sends 67% of the totaland FTC 15% and thus there is a con
this contributes to the perception of minimal effectiveness of policies and procedures developed
OSs.

Recanmended actions

Guatemala should take the following actions:
- Deepening the dissemination and training on the implications of the ML/TF risk between OSs, es
DNFBPs and those activities that should be OSs and are not yet.

- Update the legal framewwk for preventive measures according to the FATF Standards, especially
DNFBPs to adequately implement preventive measures.

- Incorporate in monitoring programs, actions that help identify whether the regulated entities have
adequately wterstand the risk of ML/TF and that this understanding has resulted in the developrn]
policies, procedures and controls implemented and active in the supervised regulated entities.

- Improve dissemination of local and international typologies thatvallegulated entities to identif
potential geographic areas/services/customers/products from which the risk of ML/TF could orig
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order for it to translate into a greater identification of suspicious or unusual transactions.

303. The relevantmmediate Outcomeonsidered and assessed in this chapter is 10. 4. The re
recommendations for the assessment of effectiveness in this section are##® R. 9

Immediate Outcome 4 (preventive measures)

Understanding ML/TF risks and AML/CFT obligations

levant

304. Financial OSs registered in the prevention of ML/TF is comprised of:
Table 31: Financial OSs registered
A Registration
Oss Authquzatl_on and Registered
I. Group A Regstration supervision | with IVE
and Inspection in ML/TE
a) BANGUAT JMand SIB |IVE 1
b) Barking System JMand SIB IVE 18
c) Financial Companies JMand SIB |IVE 14
d) Exchange Offices JMand SIB IVE 28
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. Registration
Oss AFl;thquzatl_on and Registered
egistration . . .
I. Group A. and Inspectior] supervision | with IVE
in ML/TF
e) Individual or legal persons dedicated to brokerage or | RMVM, BVN IVE 18
intermediation in securities trading and SIB*
f) Issuers and creditazd operators; and JMand SIB * |IVE 10
g) Offshore entities (offshore) JMand SIB * |IVE 7
* The SIB supervises when part of financial groups.
Authorization, | Re gistration
Res Registration and Registered
II. Group B. and supervision| with IVE
Inspection | in ML/TF
a) Companies engaged in systematic or substantial transf . IVE 27
funds and/or capital movement
b) Insurance Companies and Bonds ** JMand SIB IVE 28
c) Companies engaged in making systematic or substant IMand SIB IVE 1
cashing of checks
d) Institute for the Promotion of Insured Mortgages JM and SIB IVE 1
e) Entities engaged in factoring JM and SIB IVE 1
f) Entities engaged in leasing JM and SIB IVE 10
g) General depositwarehouses JMand SIB IVE 15
h) Other legislation specifidly subjectto the supervision ar IMand SIB IVE .
inspection of the SIB;
i) Cooperatives engaged in savings and credit operations{ INACOP and VE 306
regardless of their definition. INGECOP
[) Insurance Intermediaries referred to the letters b)graf
Article 80 of Decree No. 28010, the Congress of the
Republic, Law on Insurance Activity (brokers and SIB IVE 633
independent agents)
305.  With regard to nofiinancial OSs (DNFBPSs), they are registered at the IVE and distributed as

follows:

Table 32 Non-financial OSs registered

Registration
OSs and Registered with
supervision IVE
in MUTF
i) The entities authorized by the MINGOB to conduct lotteries, raffles
: ) IVE 2

the like, regardless of the name used;

m) Individuals or legal persons perfoing the following activities:

i. Property development or sale of property IVE 448

ii. Sales of automobiles, land, seaor air vehicles IVE 119

ii. Related to the trade iewelry, precious stones and metals IVE 97

iv. Related to the trade in objectbart and antiques IVE 38

v. Armoring services of property of any kind and/or leasewforedmotor VE 7

vehicles
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Registration

OSs and Registered with
supervision IVE
in MUTF

n) Public Accountants and Auditors providing services related to any of the following activities:
i. Management of money, securitigsnk accounts, investments or othg
assets. Accounting and auditing activities in general.

f) Individuals or legal entities engaged in providing services under instructions and/or on behalf of their g
or third parties related to any of tladlowing activities (corporate services):):
i. Performance, by itself or through third parties, as holder of registered

IVE 178

shares, partner, associate or founder of legal persons IVE
ii. Acting by itself or through third parties, as director, membethefboard 12
or board of directors, administrator, guardian or legal representative for| IVE
persons
ii. Provision for physical address listed as tax domicile or headquarters VE 6
legal persons
306. According to the list above and as mentioned s thport, microfinance, lawyers, notaries and

casinosvideo lotteries, atthe date of the-site visit, were not part of the OSs to be subject to the obligations
AML/CFT, which is not aligned with the results of the ML/TF NRA where it was concludedsdhag of

these activities pose a ML/TF risk, particularly in the case of DNFBPs, whose vulnerabilty level against
ML, according to the NRA is high.

307. For financial and nofinancial OSs, Guatemala has been developing its regulation in a phased
manner; thigs reflected in the level of understanding of the ML/TF risks of the OSs.

308. The financial regulated entities, especially banking, seem to have a proper understanding of the
risks on the subject, in the case of other financial regulated entities seems inhanderstanding of the
ML/TF risks; however, they minimize its effects by the shallowness of their markets. In the case of those
financial institutions which are branches of international Banks, understanding of the risks is even more
evident, which wasvidenced during the egite visit during interviews with OSs.

3009. In 2009, the IVE issued Official Letter No. 42009 which communicated the Banks, Finance
Companies and Offshore Banks on the guide ARI SK
OTHER ASSETS AND FINAICING OF TERRORISM ML/ TF A, the document, L
Letter IVE 39552015, gives a framework to the entities to implement its AML/CFT system according to the

risk to which they may be exposed; this also explains why bank financial institutmesdéveloped a better
understanding of risk ML/TF and implemented the obligations established by regulation.

310. In the case of nafinancial OSs, of information obtained during-site visit, specifically in talks

with representatives of ndimancial OSswarned of a proper understanding of the risks of ML/TF; to clarify

that nonfinancial OSs are under the general scheme since November 26, 2013, the date on which the
Governmental Agreement 42813 was issued.

Implementation of measures to mitigate risk

311. The enforcement of risk mitigation measures has been implemented by Banks, Financial
Companies and Ofhor e Banks, spurred by regulation, t hr o
MONEY OR OTHER ASSETS AND TERRORISTFINANCINEG& D/ TFO0 whi ch h2809, been
was recently updated by the Official Letter IVE 3Z8H5. Also the mentioned regulated entities have
developed internal policies and procedures to identify risks and mitigate their exposure; an example of this
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is the case of banks that have dewedbgome union procedures for exchange of information that allows
them to mitigate risk.

312. The situation described in the preceding paragraph does not extend to other OSs, especially non
financial, where the perceived risk of ML/TF reflected in policies c@dores and effective and efficient
controls that help mitigate it is not present. Guatemala requires work on understanding and implementing
controls for mitigating risk in different regulated entities of Banks, Finance Companies astib@fBanks.

Implementation of specific or reinforced CDD and recordkeeping requirements

313. As for the specific or enhanced CDD, it was observed that financial institutions are aware of the
products, services, geographical areas and customers that require enhanced BY Ridmfied that it is
diigently applied. In particular it is worth noting that banks have developed lists of customers of increased
risk that are safely shared using the IVE platform.

314. The enhanced CDD in the field of néinancial OSs (DNFBP) has ndieen implemented.
Although from a regulatory point of view such obligations do exist, the information obtained from the OSs
during the orsite visit, knowledge and understanding of them was not observed. They had not developed
efficient controls, nor hadefined what aspects of their activities and customers shouithddgzedto
determine the highest risk and require the development of enhanced CDD.

315. With regard to record keeping, it was observed that several record keeping requirements concur,
such as th provisions of the AML/CFT regulation, established for tax purposes and tax purposes indicated;
in all, it requires the regulated entities in Guatemala to maintain information at least five (5) years following
the close of trade relations.

Reporting obigations and disclosure (tippingpff)

316. Itis clear that the regulated entities are aware of their obligation to submit suspicious transaction
reports to the IVE also to any request for information from the IVE or other authorites to combat crime,
attention is timely. This is evident in the delay of response to requests for information by the regulated
entities, the following table shows that despite the increase in the number of requests for information, the
response time has decreased (information at2i).

Table 33: Requests to OSs

Year Number of requests peryeal Average working dayd
2012 380 19
2013 770 10
2014 858 6
2015 572 3
317. However, with a low awareness of the concept of risk, in hierarchies of entities, there is an

awarenss of the regulated entities of exposure to be used in ML/TF schemes and therefore there is a
concentration of referral of STR in financial activities, especially in banking (67% of total), credit unions
(8% of total) and FTC (15.31%) as the three ad®itmeet 90.31% of the total STR system to June 15; in

the case of DNFBPs we could quote the regulated entity for the sale of motor vehicles having sent 6.8% of
STR to June 2015.
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318. An exceptional scenario is for domestic PEPs and possible situations gitioarrirhe regulated
entities are attentive to identify cases where their customers are involved in the offence mentioned.

319. Regarding tippingpff, while it is true that AML Law establishes the legal reserve which limits the
disclosure of the regulated dies or identity of compliance officers who have sent some information to the
IVE, asanalyzedn thelmmediate Outcomé, there is a chance that compliance officers and IVE officials
(only one expert) may be summoned to participate in judicial proceediimygever, the impact in the
reporting system according to the STRs submitted and the activity of complaints by IVE is not substantial as
explained above.

Imminent implementation of internal controls and legal/regulatory requirements

320. The implementationof internal controls and legalregulatory requirements are presented in two
different areas, the financial regulated entities have developed internal controls that requires regulation and
others whose dynamic business also require it, associated witlvisiopepacing, take care to implement
policy changes immediately, l'i kewi se, it i'S not e
financial system among them and in turn the union that meets with the IVE.

321. Itis substantially different fromhe case of DNFBPs,where it is perceived that the implementation
of internal controls and legalregulatory requirements is still insufficient, which is directly related to low or
almost zero perceived ML/TF risk, that was observed in the interviews, aidtegyulated entities.

Conclusions on thenmediate Outcomé

322. According to the above, Guatemala ham@derate level of effectiveness in themme diate
Outcome4.
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CHAPTER 6. SUPERVISION

Key findings and recommended actions

Key Findings
- The IVE performs supervision to the OSs (financial and-fiencial) with a riskbased approach and has
procedures, information and tools for it, including action plans and monitoring are based on risk matrices.

- There are sectors and/or activities identifiedrisls/, and therefore vulnerable of being used for ML/[TF,
which are not incorporated as regulated entities, such as microfinance institutions, lawyers, notaries$, casinos
and video lottery.
- The IVE has made efforts in registering DNFBPs as regulateasntispecially the most representative
ones. However there are still countless unregistered DNFBPs.
- The IVE has made efforts with regard to regulated entities to know their ML/TF risks, its reporting
obligations and associated typologies, however ibiedhthat for DNFBPs, even more work is required in
this area.
- The supervision conducted by the IVE on DNFBPs does not achieve the objective of mitigating |ML/TF
risks, or improve the level of compliance because faiures are denoted in risk management and
implementation of policies and procedures by these OSs.

- The sanctions applied by the IVE are not proportionate or dissuasive.

Recommended Actions
- Take clear actions to include DNFBPs as regulated entities, as well as microfinance institutioris| and al
those activities or individuals or legal entities that should be OSs are duly registered and in compliapce with
the AML/CFT obligations.
- Providing larger resources to the IVE in the areas corresponding to risk supervision, for it to strengthen the
effective development of this function.
- Boosting support in training and awareness activities to achieve a better understanding the ML/TF risks,
especially for DNFBPs.
- Arbitrate the means to redesign the regulatory framework regarding the structureitiké g@sxtions tg
be applied so that proportional administrative pecuniary and dissuasive sanctions in relation to the|different
sectors (financial and nonfinancial) are imposed.

323. The relevantmmediate Outcomeonsidered and assessedin this chapteei$Q. 3. The relevant
recommendations for the assessment of effectiveness in this section are 28 R. 233l and 35.

Immediate Outcome 3 (supervision)

License, registration and controls that prevent criminals and their associates from entering the
market

324. The Monetary Board (JM, Spanish acronym) exercises the supreme direction of the BANGUAT,
which grants or denies authorization for the establishment of banks and insurance companies, with the prior
expert opinion of the SIB, the latter is respomsifibr issuing the authorization to operate in the financial
market to banks, finance companidsyyreaude change, bonded warehouses, insurance companies,
companies specializing in issuing and/or managing credit cards, leasing companies, factoring gompanies
brokerages, and offshore entities, among others.
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325. The SIB also is charged with the responsibility of supervising them and others as required by law.
As provided by the Law on Banks and Financial Groups referred to in the Art. No. 6, 7, 8, 9, 13249, 20,

and 27 and the Law on Insurance Activity in Articles 6, 7, 8 subsection c), 9, 10, 14, 20, 21 whit25,

also address aspects related to the incorporation; authorization; process; start of operations of banks;
impediments to actas organizers, seti@sshonorand responsibility of the founding partners, reinsurance,
among others.

326. The INACOP isresponsible for its part of the registration of the credit unions and to enforce related
laws and regulations; the General Inspectorate of CooperativesEEQRNB) is responsible for financial
supervision of same

327. Regarding Brokerage firms, the Law on Securities and Commodites Markets, in their Art.8
establishes the creation of the Registry of Securities and Commodities Market, which aims to take control of
the legality and registration of documents and performing contracts entered into by persons involved in the
securities market, stock market and over the counter; and Article No. 16 establishes its powers, among which
is enroling the stock exchanges and iagigul agents in same; and Art. No. 23, the authorization of stock
exchanges is established.

328. Through Ministerial Agreement No. 9 the National Stock Exchange, SA, was established
which in Art. No. 10 and 12 of its internal regulation provides thatail $keep a complete record of their
stockbrokers who have been admitted and the applications for brokerages, respectively; in the case of the
latter the requirements to be admitted as a shareholder and member of the Board of Directors are included.

329. As for Exchange Houses, the Law of Foreign Exchange in Art. No. 3 provides that they must be
authorized by JM and that the SIB will exercise its monitoring and inspection. Art. N 18 AML Law provides
as OSs DNFBPs and Art. No. 5 of the Regulations of the AML aagvNo. 15 of the PRFT Law.

330. DNFBPs, with the exception of casirageo lotteries, notaries and lawyers, are considered as
OSs in accordance with Art. No. 18 of the AML Law, Art. No. 5 of the Rules of the AML Law and the Art.
No. 15 of the Law PRFT.

331. It is worth mentioning that both institutions under the supervision and inspection of the SIB, and
INGECOP, as well as the rest of OSs listed in Art. 18 of the AML Law and No. 5 of the Regulations, must
register the IVE, in accordance with the provisions df Mo. 7 of the Rules of the AML Law and Regulation

No. 16 of the Act PRFT, which are subject to supervision by the IVE.

332. However, while Guatemala has carried out a very important effort to prevent criminals and their
accomplices to possess or being ber@fowners of a significant or majority stake of OSs, particularly those
related to financial sector OSs, with the exception of the microfinance sector, whose activity is not regulated
not subject to AML/CFT regulations and that while authorities poihthat some of these entities are NPOs
subject to AML/CFT regulations, it is not possible to conclude that this group of entities is practice under
the regulatory and supervision oversight of the IVE, based on the information submitted by the authorities.

333. The effectiveness of the system on this regard is also affected regarding the omission as OSs of
sectors that have higher risks according to the NRA, such as caiginodotteries, which do not have the
authorization or licensing and are neither regiseln the case of notaries and lawyers, the coverage of the
activities established by the Standards is incomplete and, as a consequence, are not registered.

334. Likewise, the following example should be noticed, as they relate to situations that comtribute

the conclusion on the level of effectiveness of this fundamental criterion, according to the information
provided by the authorities during the-site visit, it was mentioned that for purposes of DNFBP registration
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of real estate companies, authoritieesd to reach for the phone books or other similar means to obtain
information on OSs to perform the registry process, as they did not have the necessary information and
mentioned difficulties on this issue, due to the number of companies being inconsitiethe companies
registered, as they had not independently or voluntarily undergone such process as expected.

Understanding and identification of the ML/TF risks by supervisors

335. Guatemala conducted its ML/TF NRA which contains the diagnosis ofats&suntry level on
ML/TF, action plans were designed based on NRA restdisFinancial Institutions, Securities, Insurance,
DNFBPs and Financial Inclusion, in order to mitigate and prevent risks identified therein.

336. Prior to the completion of the MLANRA Guatemala conducted an analysis of sectors vulnerable
to ML/TF risks. The study concluded the need to incorporatepradit organizations that receive or execute
State funds or receiving funds from abraanoringcompanies and entities under tipesial regime.

337. With regard to these processes carried out by the country to identify and know threats and
vulnerabilties the work done by the IVE with regard to the identification and understanding of the ML/TF
risks in the financial and not financial rkat should be noted. The IVE has weighting tools of ML/TF risk,
which are segmented by type of OSmancial or norfinancial, and establishes the priority of supervision.

338. These tools or risk matrices weigh and evaluate aspects such as breachesliof gegorts;
electronic report IVETF-21 transfer of funds greater than USD 2,000.00 or its equivalent in national
currency; electronic report IMBV-17 cashincome in foreign currency; IMIB electronic reporting of cash
transactions equal to or greatiesin USD 10,000.00 or its equivalent in national currency, among others.

339. Even the result obtained in the application of matrices, is similar to the result obtained in the
ML/TF NRA conducted between 2014 and 2015; in the sense that financial OSsdeniifi a level

i Me d i u mvulkerabldtodviL were fund transfer companies and credit unions, followed by banks with

a AMediumo | evel of v dinancalrO&d) thd sedtoys;that wearne mosh a risicwere e 0
NPOs; the sale of real estated property development; the purchase of vehicles; and shielding services.

340. However, despite the fact that the NRA has determined that DNFBPs as lawyers, notaries and
casinosvideo lottery have a high level of vulnerabilty to ML, they have not beeuded| as OSs. This is
particularly important, since it even has the possibility offered by the legal framework, the AML Law in Art.
N18, the OSs, fA5.9g.0 empowering relevant institu
activities requird by the nature of its operations can be used for ML/TF, in fact by Government Agreemernt

No. 4432013 which came into force on November 26, 2013, Art. 5 reformed Governmental Agreement No.
1182002, Regulations of the Law against ML, incorporating new\@tBsut taking into account the OSs
identified. In additon, as mentioned, microfinance institutions that are unincorporateg@rofibn
associations have been incorporated as regulated entities subject to AML/CFT oBfigations

341. Lawyers and notaries in Giganala may exercise such professions simultaneously and represent,
by the SAT information on taxpayers by actumityapproximately fiftyone percent of DNFBPs identified,

101t is worth mentioning as subsequent to the site visit, in May 2016 Micrafimdnstitutions Act and Microfinance
Entities Nonprofit published, through which is given a new legal framework to the said sector. Art. 4 provides that
institutions are governed by that law, the Law on Banks and Financial Groups, the Financial SupAnotisioe AML

Law, the PRFT Act, the regulations issued by the JM and the SIB. However, this information is outside the scope of
the Mutual Evaluation, whose scopeis limited to the last day of the site visit date
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they are not subject to AML/CFT regulation and supervision measures, which wdealemtihe ML/TF
NRA and professional activities with a high level of vulnerability to ML. Possible risks of microfinance
institutions were not evaluated or taken into count in the ML/TF NRA.

342. The possible risks of microfinance institutions were not sss@nor considered for the ML/TF

NRA, with the exception of what is related to the risks from the financial inclusion perspective. According
to the information provided by the authorities, some microfinance companies are NPOs of those categories
subject o IVE regulation and supervision for AML/CFT purposes. However, authorities were no able to
provide a proportion of the microfinand O sector, nor their registry. It should be mentioned that there is

no ML/TF risk management, particularly among the pdic and tools for the identification of the
aforementioned risks, for the adequate supervision of these institutions at the moment of being identified.

343. Regarding casinos, while there is a draft bill that regulates Bets, Casinos, Video Lottery, Bingo
andGaming, which is held by the Congress of the Republic, pending approval, they now operate outside any
rule and/or AML/CFT regulation, without even observing international standards in this regard which
basically indicates that countries, when they iderdifgater risks must ensure that their AML/CFT regime
addresses these risks.

Riskbased supervision of compliance with AML/CFT requirements

344. The entities under the supervision and inspection of the SIB and INGECOP; as well as other
financial institutionsthat do not have supervisory body on financial matters, are referred to in Art. 18 of the
AML Law and Article 5 of the AML Law Regulations and 15 of the PRFT Law as OSs, which must register
with the IVE, in accordance with applicable laws, and are sulgiesiipervision by the latter. The IVE has

the power to direct instructions to the OSs and has a Department of Prevention and Compliance to perform
risk-based supervision of ML/TF, evaluate prevention system and verify compliance with ML/TF and in
breach blegal obligations, enforce appropriate administrative sanctions.

345. It is noteworthy that since 2003 the IVE has conducted monitoring in the OSs on the
implementation of the AML Law since 2005 of the Law PRFT; counting with specific areas of supervision,
as in the case of Areas of Supervision of ML/ TF Risks | and Ill, which are responsible for carrying out the
supervision of financial institutions in general and credit unions, respectively; and meanwhile Area Il is
responsible for the supervision of Anancial OSs

346. The areas of monitoring of ML/TF risks | and Il performed the following audits on financial OSs:

Table 34: Areas of Supervision of ML/TF Risks |

Type of OSs 2011 | 2012 | 2013 | 2014 | 2015 | Total
Banks 42 19 5 17 15 98
Insurance 6 9 20 6 8 49
Financial 5 9 13 6 5 38
Brokerage House 0 9 11 3 6 29
Cooperatives 4 12 10 0 0 26
Storage installations 3 9 14 0 0 26
Off Shore 0 6 6 4 3 19
Issuers of Credit Cards 2 6 2 2 1 13
Funds Transfer Companies 3 2 0 3 3 11
Exchange Offices 1 1 1 0 0 3
Leasig 0 1 1 0 0 2
Financial 0 1 0 0 0 1

(0]
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Credit Card Operators 1 0 0 0 0 1
Total 67 84 83 41 41 316
Table 35: Areas of Supervision of ML/TF Risks IlI
Type of regulated entity 2011 2012 2013* 2014 2015 Total
Cooperatives - - 20 71 56 147
Storage installdons - - 0 1 0 1
Funds transfer companies - - 0 0 0 0
Total 0 0 20 73 56 149
* The risk supervision area was created from November 2013; therefore, previous registries are not
verified.
347. In addition, as aresult of the audits conducted, the respandis of risk supervision with respect

to the findings, appropriate followp audits are performed.

Table 36: Areas of Supervision of ML/TF Risks |

Type of regulated entity 2011 | 2012 | 2013 | 2014 | 2015* | Total
Banks 19 19 0 0 14 52
Insurance 0 9 6 0 0 15
Financial 0 9 4 0 0 13
Storage Installations 0 0 12 0 0 12
Offshore 0 6 0 0 0 6
Brokerage House 0 0 3 2 0 5
Cooperatives 0 0 3 0 0 3
Funds Transfer Companies 0 0 0 0 3 3
Issuers of Credit Cards 0 0 2 0 0 2
Exchange Offices 0 0 1 0 0 1
Leasing Compaies 0 0 1 0 0 1
Total 19 43 32 2 17 113

* Audits scheduled
Table 37: Areas of Supervision of Risk ML/THIII

Type of regulated entity 2011f 2012| 2013*| 2014 2015| Total
Cooperatives 0 0 9 21 38 68
Storage Installations 0 0 0 1 0 1
Funds Transfer Compaas 0 0 0 0 0 0
Total 0 0 9 22 38 69

* The risk supervision area was created from November 2013; therefore, previous registries are not

verified.
348. The area of monitoring risks of ML/TF Il has completed the following audits, offimamcial OSs:

Table 38: Nonfinancial OSs audits. January 2011 to December 31 2014

No. Type of regulated Subject 2011 | 2012 2013 | 2014 | TOTAL
1 Property Development or Sale of Properties 28 52 70 21 171
2 Sale of Motor Vehicles 7 10 9 13 39
3 TradeJewelry, Precious Stones dMetals 4 4 4 1 13
4 Capital Movement 1 3 0 4 8
5 Trading Objects of Art and Antiques 1 4 1 0 6
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6 | Lotteries, Raffles and Similar 1 1 0 1 3
TOTAL 42 74 84 40 240

349. Supervision of DNFBPs according to the programs presented are performed for vericatio
monitoring of compliance with AML Law and PRFT Law; specific instructions regarding programs, policies,
procedures and internal controls that must be implemented to know their customers in order to prevent their
activities from being involved in ML/. The audits scheduled for 2015 were as follows:

Table 39: 2015 scheduled audits

No. Type of regulated Subject 2015
1 Property Development or Sale of Property 65
2 Sale of Properties 4
3 Sale of Motor Vehicles, Land, Sea or Air Vehicles 73
4 TradeJewelry, Precious Stones and Metals 30
5 Trading Works of Art and Antiques 4
6 Non-Profit Entity - Foreign Funds 13
7 Non-Profit Entity - State Funds 6
8 Leasing Motor VehiclesArmored 2
9 Provision of Legal Address 2
10 Property Development 4
11 Conpany Service Provider 2
12 Armoring Services of Property of Any Kind 7

TOTAL 212
350. It should be noticed that beginning in 2013, the number of OSs has increased with the areas of

risks supervision | and Ill, without the resources allocated to supenisiving increased in a simiar

manner. While the IVE prepares an operations plan for each following year, where the entities to be visited
and the type of audit are defined, which is carried out under-baséd approach, the IVE carries out other
activiies that consume time and human resources, such as: providing training to Oss and issuing prudential
regulations, among others. From the latter, audits have decreased and as a consequence the capacity to duly
comply with the functions of supervising ML/Tisks are undermined. This makes it necessary to increase
the |1 VE6s resources for the supervision areas, p:
(5) persons.

351. In this regard it is clear that the IVE performs the supervisions éoQfs (financial and
nonfinancial) with a riskbased approach. The IVE has developed risk matrices to define areas requiring
further analysis when performing the OSs supervisions and has adequate procedures, information and tools
for it, including action Jans and monitoring based on risk matrices. Additionally, from 2015, they have
developed a system in which taking into account the risk, prioritize the respective supervisions. The
monitoring work plan is based on this new system. However, from the éwenield orsite with the

DNFBP sector supervised by the IVE, serious doubts emerged on the effectiveness of the audits, considering
that reporting subjects showed a lack of knowledge in the AML/CFT obligations, as well as inobservance of
current regulatios in implementing the minimum required procedures in the established policies. Regarding
supervision and/or oversight carried out by the IVE to DNFBPs it is considered that it does not comply with
the objective of mitigating ML/TF risks, notwithstandinge taforementioned efforts.

Corrective actions and effective, proportionate and dissuasive sanctions

352. The SIB exercises supervision and inspection of BANGUAT, banks, finance companies, credit
institutions, bond entities, insurance companies, generahaases, exchange, financial groups and holding
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companies of financial groups and other entities provided by other laws established in Art. 133 of the
Constitution and the Law of Financial Supervision in Art. 1.

353. The IVE, created within the SIB, Art. 32 tfie AML Law and 24 of its Regulations, wil be
responsible for supervision of the AML/CFT obligations of the OSs, ensuring compliance with the object
and the Act and its Regulations, with the functions and powers set out therein, which must be conducted
strictly in the administrative field; Also, the Art. No. PRFT 20 of the Act establishes the function of the IVE.

354. The SIB to fuffil its purpose-as established under Art. 3 Supervision -Ashould impose
appropriate sanctions in accordance with the Law. [&tws and regulations provide the SIB with the
possibility to sanction OSs either monetarily or with other measures, which may be applied to the board of
directors, CEO, managers or assistant managers, legal representatives, agents, auditors anditither exec
(Art. 101 other measures of Law on Banks and Financial Groups), and suspend or cancelthe registration of
insurance intermediaries or reinsurance (Arts. 97 and 98 of the Law on Insurance Activity).

355. For its part, the IVE has the power to impose iadtnative sanctions (pecuniary) to OSs for
breach of the current regulations derivedsia or offsite supervision, in accordance with Art. No. 19, 31,
32 and 33, paragraph g) of the Act CLD; in addition, the Act provides in PRFT Art. No. 19 onrsaantio
Art. No. 20 the functions of the IVE.

356. The AML Law provides that among the functions of the IVE, it can impose the relevant
administrative fines on the OSs; and Art. 31 establishes the procedures and sanctions. It states that the OSs
will be sanctned by the competent administrative authority with a fine of ten thousand dollars (USD
10,000) to fifty thousand dollars (USD 50,000).

357. On the other hand, Agreement Numbet2dB®2 of the Superintendent of Banks sets the scale for
the sanctioning systemhich is used by the IVE to impose sanctions on the OSs, as detailed:

Table 40: Types of violations
EUS$ Violations on
10.000 | - On Nonadoption, development and implementation of programs, policies, procedures an
appropriate internal controls including:

a) Procedures to ensure a high level of integrity of personneland knowledge of per
employment and financial history of employees. (Art. No. 19, Law CLD)

b) Permanent staff training and instruction as to the responsibilities and obligations
this law. The training should also include knowledge of techniques that allow emplo
to recognize operations which may be linked to money laundering or other assets §
ways to proceed in such cases. Art. No. 19, Law CLD)

c) Establishment of an audit mechsmi to verify and assess compliance programs an
standards Art. No. 19, Law CLD)
- Maintaining anonymous account and/or under fictitious names) (Art No. 23, Law CLD.)
- Update of records
- Failure to request for information (Art. No. 28, Law CLD)
20.000 | - Do notcarry the established records, failure to keep records, not to take the daily record
nonreporting of transactions that must be reported as suspicious (Art. No. 21, No. 23 and
24, AML Law

- Communication of suspicious orunusualtransastBmS (Art. No. 26, Law CLD)
25.000 | - Failure to comply with any measures to know and identify customers (Art No. 19, No. 21
No. 22, AML Law.)
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- No appointment of compliance officer (Art. No. 19, Law CLD)
10.000 | Any other failure not covered in thiable contemplating a penalty 05D10.000

358. According to the statistics provided, the IVE has imposed 23 peritiifg USD710,000.00
on financial OSs January 2009 to July 2015, as detailed below.

Table 41: OSs sanctions

Type of regulated subjec Quantity | Amount in EU$
Banks 14 465.000,0d
Funds Transfer Companies 4 130.000,00
Financial Corporations 1 55.000,00
Offshore Entities (Banks Off Shore) 1 30.000,00
Issuers Credit Card 1 10.000,00
Credit Union 1 10.000,00
Bonded Warehouses 1 10.000Q00
Total 23 710.000,00
359. Generally, sanctions have been applied for breaches to the AML Law detected through conducting

audits. In this regard, it is important to stress that most of these sanctions do not match the number of
violations registered by ¢hIVE, since each sanction may entail several violations, statistics show that most
of them account for lack of compliance with reporting requirements (12 violations), lack of communication
of STRs (12 violations), lack of KYC measures (6 violations), latlkproper updating of records (6
violations).

360. The rules mentioned in relation to the capacity of the IVE to impose sanctions, limit the ability of
it to monetarily sanction the OSs and this entails that the statistics denote that the penalties imihissed by
authority do not involve the deterrent effect intended nor that they are proportionate to the diversity of
regulated entities. Furthermore, in addition to financial penatlties, there is no information on other penalty
applied to the OSs. In the cadaonfinancial OSs (DNFBPs) no sanction has been imposed on the date of
the onsite visit.

Impact of supervisory actions in compliance

361. Through Official documents, the results of the supervision conducted by the IVE to OSs are
reported, attaching theedificate of verification results ; ikewise, depending on the relevance of the findings,
they are asked to: 1) implement the necessary measures to remedy, within a specified period, the identified
deficiencies and inform at certain intervals on the @egror 2) develop and implement an action plan to,
within a specified period, implement the necessary measures to remedy the identified deficiencies; and,
submit documentation evidencing the results derived from the measures taken. It is worth methéning

the plan must be approved by the Board of Directors and sent to the IVE in the applicable period; in relation
to the latter, the Supervision Areas are responsible for verifying that the actions proposed by the Oss,
contained in the action plan, arensstent with the identified deficiencies, in order to correct them.
Otherwise the OSs are requested to reconsider or propose new good actions or send information and/or
documentation to support additional measures to be taken.

362. Another means through whighe IVE promoted to the OSs fulfiment of their obligations on the
prevention and detection of ML/TF and understanding of the aforementioned risks, is through presentations,
which are made individually or in conjunction with the SIB, to the Board of rsof the OSs, in order

for them to take steps to strengthen their controls and address identified deficiencies.
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363. IVE - Areas of Supervision of ML/TF Risks | and Ill, respectively recorded 113 and 69 follow up
audits on the implementation of the prombsetion plans for financial OSs, completed and planned from
2011 to 2015; meanwhile, Area Il, which is responsible for the supervision -dihaocial OSs, conducted
and scheduled for the years 2014 and 2015 a total of 107 audits.

364. The aforementioned doms are not enough to prove that supervisors have an impact on
compliance of financial institutions, as showed in the development of the previous core issues, the
effectiveness of this issue is affected by consequence of the deficiency of OSs to éultamadi ML/TF

risks and, mostly, in the low knowledge and implementation by some OSs of the regulations and procedures
to be performed, for example, when facing situations of detection or red flags related to designated or listed
persons.

Promoting a clea understanding of the AML/CFT obligations and risks of ML/TF

365. The IVE undertakes a series of actions aimed to promote understanding by the OSs of their
AML/CFT obligations and ML/TF risks. In addition to the presentations referredtoin the previousaphrag

made individually or jointly with SIB; to the board of directors of the OSthe IVE also provides training

for the board, as well as officials and staff in general; the area responsible for these presentations is that of
Prevention and Complianoghich in turn has three areas of Supervision of ML/TF Risk, who carry out risk
based ML/TF supervision, evaluate systems of prevention and verify compliance with CLD/PRFT Law and
at the same time have the responsibility to propose and assist in thepahevelof guidelines and prudential
regulation projects that improve control mechanisms and prevention of ML/TF.

366. Likewise, also and with attention to Art. 25 of the Regulations of the AML Law, the IVE issued
Official Letter No. 1818012 (July, 2012), by kich it informed all financial OSs registered in the
Municipality, on the Instructions for Compliance Regulations Relating to Money Laundering or Other Assets
and Terrorist Financing Obligations; which also provides all the OSs when registering beftr&.the
Additionally, in the case of nefinancial OSs, instructional reference, called ARNE--01, was sent through

the IVE Official Letter Nos. 1162014 (EXPORES) and 1482014 (PONF).

367. Also the IVE has issued typology reports taken note by differeatsasuch as:

Table 42: Typologies re ports sent by the IVE

TYPOLOGY REPORTS 2013

No.

Official

Letter Date Recipient Entity
26742013 | 18/10/2013 FCLA and UED Public ministry
26822013 | 18/10/2013 | Attorney General Public ministry

In the case of OSshey are notified by the portal OSs, that typology reports are availa

this portal.

TYPOLOGY REPORTS 2014

No.

Official

Letter Date Recipient Entity
36502014 |10/10/2014 |AllOSs All the OSs
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35682014 | 03/10/2014 | Attorney General Public ministy
35692014 |03/10/2014 |FCLA and UED Public ministry

368. Currently the five (5) typology reports that the IVE has issued are available on the Portal of OSs.

369. The IVE sent Official Letter No. 3958015, the Risk Management Guide ML/TF directed at
banks, fimnce companies and Offshore Entities (€Hbre). This guide was updated in November 2015
considering the new recommendations and methodology and the results of the NRA ML/TF, in which it is
indicated fAThe Regul ated EotMLtand Thno svhich eashtorelofiits s h  t
products and services is exposed derived from their intrinsic characteristics. Based on its own criteria, the
Regulated Entity must assess whether a particular product or service has a high risk of ML and &&. activiti

370. The effort made by the IVE in training and communication with the OSs, as well as efforts to
achieve greater incorporation of OSs, particularly-fimancial entities, should be noticed.

371. As a result of the activities of the IVE, it was observed dutire site visit, the understanding of

the risks of ML/TF and obligations by financial institutions, particularly the entities that form part of banking
system, those implementing preventive measures commensurate to the risk analysis developed by these
institutions themselves, which even often going beyond existing rules.

372. However, steps are required for the incorporation of microfinance institutiomsich arenot
incorporated as neprofit associationsin order for them to know their obligations andlerstand the risks
of ML/TF to which they may be exposed.

373. DNFBPs, according to the information obtained during thsitenvisit by the noiiinancial OSs
interviewed, are perceiveds pointed out earlieto have a low understanding of the risks andlogpes

associated with the prevention of ML/TF and a low understanding of the risks to which they are exposed,
which represents a clear and precise indicator of the effectiveness of the actions carried out by the IVE.

Conclusions on thenmediate Outcom&

374. According to the above, Guatemala ham@derate level of effectiveness in themme diate
Outcome 3.
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CHAPTER 7. STRUCTURES AND LEGAL PEOSONS

Key findings and recommended actions

Key findings
- Pursuant to the legislation in force in Guatemala,gbeaince and the circulation in the market of bearer
shares are forbidden.

- The IVE has efficiently disseminated typologies regarding legal persons and arrangements.
- The information on beneficial ownership of corporations cannot be gathered reliabdy legjial entitieg
are not obliged to gather such information from their shareholders, irrespective of the fact that they may be
natural persons or legal persons or arrangements.
- Access to information on legal persons or arrangements cannot be perforenéichély and effectiv
fashion for the OSs to conduct their CDD.
- Legal entties, as demonstrated by typologies reports issued by Guatemala, are important vehicles for
networks of ML.

14

Recommended actions
- Guatemala should approve the correspondinglagions for legal entities to identify beneficial ownerg of

their shares.
- Develop a legal framework to publish data on beneficial ownership of legal persons and arrangements.
- Put mechanisms in place for the timely access to information of legal peasdrarrangements for the
regulated subjects to perform an efficient CDD.

375. The relevantmmediate Outcomeonsidered and evaluated in this chapteris 10. 5. The relevant
recommendations for the assessment of effectiveness in this section are R. 24 and 25.

Immediate Outcome 5 (legal persons and arrangements)

Business Legal persons

376. As of July 2015, the REMER has registered 109,826 companies, which have been incorporated
pursuant what is established by the Guatemalan Code of Commerce, with the folistritgtion:

Table 43: Number of lucrative legal persons:

Type of Company Number %
Corporations/ public limted compan 107,455 97.84%
Limited Liability 2,022 1.84%
Limted Company 234 0.21%
Business Partnership 48 0.04%
Variable Capital Company 32 0.03%
Jointstock Imited partnership 31 0.03%
Limited Partnership 4 0.004%
Total 109,826 100%
377. The characteristics of corporations, are defined in the Code of Commerce of Guatemala in Art.
14 to 262; public limited and limited liabiity companiedhigh are the most representative types are briefly

described:
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1 The corporation/public limited company: is a formal corporation, its capitalist character is
identified with name, capital is represented in securities called shares, and the partners limit
ther liability to the total number of shares that are owned. The Notarial Code, Articles 46 °
and 47 ° establishes special requirements for Contract Corporation. The shares that are issued
by the companies are forcibly nominative and are required to beoneahit

1 The limited liabiity company: it is a corporation that is identified with social reason or
denomination; which is divided into founding capital contributions, cannot be represented
by securities and whose members should appear in the act of imtinmpdo document the
contribution made. The alienation of such contribution must be made in person and by deed.

1 The partnership: is a commercial company, personalist, which is identified with a company
name, in which the partners for social obligatiorespond subsidiary, jointly and severally.

378. In the case of complex share structures (stadtging legal entities) there is no registration
requirement of the natural person (s) who have control of the -Bblgieg company. Therefore, this
information isnot accessible to the competent authorities. This limitation has additional implications in the
collaboration that Guatemala can provide to requests for cooperation from other FIUs and authorities to
know the beneficial owners of the Guatemalan corpomatibis also worth mentioning that Guatemala does

not have a regulation requiring their companies to develop procedures to know the beneficial owners of the
shares, as it only states that shares must be nominative.

Non-profit legal persons

379. The regulatin applicable to noeprofit legal persons is reflected in the provisions of Articles 15
and 438 to440 ofthe Civil Code and 102 of the Law of the RENAP. Nwofit legal persons who are in
Guatemala are as follows:

1 Nonproft Associations: The associat® without profit purposes, consisting of at least
seven persons who intend to promote, exercise and protect union, poltical, economic,
religious, social, cultural, and professional or other nature interests of its members. The
regulations creating negprofit associations is contained in Government Agreement Ne. 512
98

1 Churches: The Constitution of Guatemala recognizes religious freedom and the legal status
of the Catholic Church. As for the other churches and religious associations they obtain
recognitionof its legal status under the rules of their institution. The AG numbeR@B3,

May 24, 2006, contains provisions for obtaining recognition of the legal status of the
Evangelical Churches.

1 Foundations: Foundations are legal entities created by autloorizaf the MINGOB for
charitable, cultural, social, artistic, educational or otherprofit nature which affects a
foundational heritage. Its constitutive act is performed by publc deed or by wil. The
Instrument foundation should note the heritage@&#d, the purpose for which it is intended
and the form of administration. The respective authority shall approve the operation of the
foundation if it is not contrary to law, and in the absence of sufficient provisions, will issue
the necessary rules tcomply with the intention of the founder.

1 Civil Societies: Civil societies are created by public contract deed by which two or more
people agree to share goods or services to pursue an economic activity and divide the profits.
The participants in societpértners) must appear in the act of constitution and if they wish
to alienate such participation its charter should be amended. This type of society is most
commonly used for the provision of professional services by its partners (firms).

1 NGOs: Are formedith cultural interests, educational, sports, with-poofit social service,
support, charity, promotion and economic and social development purposes. Wil have its
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own patrimony from national or international resources, and its own legal personality
distinct from its partners, whenbeing registered as such in the corresponding Municipal Civil
Registry. Its organization and functioning is governed by its statutes, the provisions of this
Act and other ordinary legal provisions.

380. Guatemala has presentedist@ial information on nowprofit legal entities registered in the REPEJU
as of July 31, 2015, as follows:

Table 44: Number of ron-profitlegal persons

Type of Legal Entity Quantity %
Civil Association 7,947 2%
Churches 1,723 16%
Non-governmental Orgnizations (NGOs) 771 7%
Foundations 415 4%
Civil Societies 168 2%
Total 11,024 100%

*Source: REPEJU
Legal structures (trusts)

381. With regard to the trusts, in Art. 766 of the Code of Commerce of Guatemala, the figure and its
characteristics are inclad, indicating that it is composed of the settlor transmitting certain assets and rights
to the trustee, affecting them for specific purposes; as wel, Art.770 ° states that it may be constituted by

contract or by wil. Additionally, Art.768 ° indicatesaht : nOnly banks establishe
trustees. Credit institutions may also act as trustees, having been specialy authorized to do so by the
Monetary Boardo. Fiduciary entities as pagonh of t

of the SIB and IVE for verification of compliance with AML/CFT obligations. As of June 2015, Guatemala
reported having 249 trusts, 169 of which are private. With the SIB authorizing and controlling trusts, access
to this information by the IVE is westricted.

Public availability of information on the creation and types of legal persons and arrangements

382. The information on legal persons and arrangements in Guatemala it found in the following
Registers:
383. Existing registries in Guatemala, which amanaged by different entities, are:

1 Public registries
a. REMER, registers proftjenerating entities;
b. REPEJU; registers ngorofit entities;
c. INACOP; registers cooperatives of all kinds, including Savings and Credi
Cooperatives;
d. Property registry

1 Other reistries
a. Tax registry; to carry out any kind of activity, entities, either for profit or not for
profit, must register before the Tax Authority
b. SIB; authorized and registers Trusts.
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384. In Guatemala, regarding the core issue 5.1, only information provigdéitelCommercial Registry

is available for ofine consultation, where besides information on original shareholders and increases in
capital, information on the legal standing of the company is available, as well as data of directors, legal
representativesrticles of incorporation, data on principal places of business and branches. This is not the
case of the REPEJU and the INACOP, where information can be accessed from a formal request by note to
the registry office.

385. Regardless, Guatemala has developgdvernment tools to cover the lack of timely information by
REPEJU and INACOP, alternate to information provided by the REMER, i.e., access to information on
natural and legal persons and arrangements registered with the tax administration to cayrg@oriamic

activity or to be subject to tax benefits. This tool is the Guatecompras (Quatecompras.pplatform,

where consolidated information of a natural person or legal entity can be accessed, sustnai®nedste,

legal representatives, domicile for tax purposes and information on State procurements; however, this tool
does not provide information on shareholders, partners, directors or branches identification information, if
any.

386. According to the ative, it is considered that the information on the incorporation and types of legal
persons and other arrangements is not publicly available immediately, which limits its access and therefore
affects the efforts made by the OSs to conduct an adequate CDD.

Identification, assessment and understanding of ML/TF risks and vulnerabilities of legal
persons

387. Guatemala has implemented actions to identify and assess to what extent legal persons may be
abusedo carry out ML/TF activities. These are the results.

. Typologies reports from 2012, 2013 and 2014, where the IVE has identified criminal patterns
including legal persons. These reports have been disclosed to the OSs aaddPtR&t could
generate alerts related to legal persons or arrangements.

. Guatemala, byvay of the IVE, conducted a study in 2013 on ML/TF vulnerable sectors and as a
result of this report ML risk was detected in NPOs to receive and/or manage public funds and to
transfer funds.

Said study provided the foundations to amend Article 5 of thé. AMv Rules in November 2013,
in which it was resolved to incorporate as a regulated entity:
fi k . -fdN praofit entities, irrespective of their denomination, those which receive, manage or
execute State funds and/ or receive fr om, or
Likewise, pursuant to Art. 15 of PFRT Law, NPOs are also OSs regarding TF.

iil. Part of the ML/TF NRA for Guatemala included an analysis of the risks of legal entities, specifically
NPOs, to be used in ML/TF activities. Said analysis ratified the outcomes ofodigs reports
carried out by the IVE and a NPO 2013 study. Hence a mdugimlevel was given to NPOs
regarding ML/TF, and medium to legal entities and trusts. In the light of the preceding, the ML/TF
NRA Action Plan was set in motion, and all finanadgadtities were instructed to adopt enhanced
KYC measures should they detect or begin operations with NPOs, legal persons and arrangements.

388. Pursuant to the abovementioned, it is considered that, in view of the studies conducted and
information provided, th competent authorities identify, assess and understand the vulnerabilties of the

sector and the extent of probable unlawful use of local legal entities for ML/TF activities, and they have
enforced rules and taken actions to mitigate fit.

Specific or enanced CDD and recorkieeping requirements

92


http://www.guatecompras.gt/

Mutual Evaluation Report of Guatemala § SATE

389. Guatemala has developed the following actions to prevent the unlawful use of legal persons and
other arrangements for ML/TF purposes:

1 Forbidden issuance and circulation of bearer shares. The Commercial Cotleehas
amended in 2011 to exchange bearer shares for nominative shares. The conversion period
ended in June 2013 and as a result, from the total 101,048 companies, 758 of them did not
comply with the requirement. Itis important to point out that they shuaNe been granted
anauthorizationissued by a Court of Civii competence.

1 The instruments for the creation of trusts were limited to contracts and wils, and they must
be formalized in a public deed; moreover, only banks and financial companiesized
by the monetary board may act as trustees, provided that they have reckavedhhle
opinion by theSuperintendencef Banks.

91 As provided for in the AML/CFT Law, legal persons are subject to criminal prosecution (as
a separate body independent from irtheiembers, shareholders, officials or legal
representatives, for the commission of ML or other assets and TF). An example of this is the
outcome of Case 4, where the Guatemalan Courts convicted a legal entity apart from its
members, shareholders, offisiadr legal representatives.

390. However, Guatemala does not legally provide for the obligation of complex legal arrangements
to identify beneficial ownership of shareholders which are legal persons.

DDR measures implementation

391. Relevant competent authoriti@scess basic information on beneficial ownership of legal entities
created in Guatemala as follows:

1 Legalentities may carry out economic activities in Guatemala only if fled with the Company
Register and Tax Authorities and obtained RTU registration.

1 This having been stated, Guatemalan rules provide that the obligation of legal entities to
update the information filed with the Tax Authorites once a year or 30 days after any
amendments to said information. Registration data include mainly such dbdirdegal
representatives, accountants, domicile for tax purposes and branches. Updated information
before the SAT is available for competent authorities as previously stated.

1 Nonrcompliance with the duty to update information by taxpayers causeslion® as

per the tax code; moreover, it empowers the SAT to request the fiing of legal entities

shareholding registry, which must be available and updated.

Competent authorities can access information from public records online and by request in

the cae of the REMER and only by request in the case of REPEJU and INACOP.

Likewise, competent authorities can access information from the SAT.

Tax Authorities have provided a RTU office at the PPO, where it is possible to provide tax

information by request, the added to the pertinent investigations.

The IVE, pursuant to AML/CFT Law, is empowered to request natural or legal persons any

information it deems pertinent. This power entails CDD information of obliged persons.

In order to unify CDD gathering informah methods, the IVE, pursuant to applicable

legislation, has designed a form for the beginning of certain business relationships named

IVE-IR-02, which financial entties are required to file. The following information must be

included: main economic aety or company purpose, tax identification number, country

of constitution; information from the deed of constitution (includiagthorizing acting

notary), information from the public registry where filed, complete domicile, business and

= = =A=a =
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financial referaces of the requesting entity, members of the Board of Administration, Board
of Directors or similar body, information on partners or members with a participation larger
than 10%, country of location of the main suppliers or clients, information of thé leg
representative, information of other subscribing parties and beneficiaries. In practice, said
information has been used frequently in financial analyses and criminal prosecution and it is
useful for OSs to ascertain beneficial ownership of legal entients.

392. Access to information on beneficial ownership has granted Guatemala the possibility to
investigate cases including forfeiture measures without conviction

Case 7

Mr. MPR was found guity of criminal association to distribute cocaine in thedl&itates of Americ
and sentenced to twerliye years of prison and payment of a USD 8,800,000 fine by a Court 0
country. Starting from that Court decision and the corresponding actions by the BFEDAeveral
goods were forfetit.

Itis to highlight that Gurdjievt, S.A:does not have any economic or financial profile to acquire the
it possessed, as the company did not report significant operations upeeintendencef Tax
Administration, trade operations nor economic income, which pritwelack of purchasing powe
therefore the investigations led to believe that the entity Gurdjievt, S.A was used with the sole

of acquiring assets, concealing their origin and giving them the appearance of legality. This er
used by MPR, beeficial owner, mainly to carry out ilicit ML activities. Likewise, this entity W
commonly considered as a ficardboardo comp3g
the PPO.

Case 8

On March 28, 2011, an arrest warrant with extradipomposes was issued against Mr. A, as reque|
by the United States of America. Mr. A was charged with conspiracy to distribute cocaine with t
knowledge and understanding of it being imported into said country.

On July 13, 2015, the sentence was idsnie€suatemala declaring the validity of the asset forfeiturg
measure on goods consisting of: 2 lands possessed by individuals, 2 lands possessed by legal
XX, 2 companies possessed by entity YY. These persons and entities were linked and nelatad {
who was the beneficial owner.

In the case of legal entities, it was proved that they were related to Mr. A, as thesonigreed by

members of his family and were incorporated with money that was the product of ilicit activities

out by Mr. Aand its related criminal structure. The related entities were incorporated with funds p
by Mr. A, through which the latter carried out the ilict ML activities. Furthermore, through
aforementioned companies, properties to which splits amsbddations were performed, were acqu
and later donated to Mr. A, family members and trusted ones.

393. On the other hand, access to basic information and information on beneficial ownership has given
the IVE the chance to cover requirements on legadans incorporated in Guatemala. That is why, from a
total of 1981 requirements received by persons for Guatemala, 529 referred to legal entities.

394. However, in the case of Guatemala, companies are not required to identify the beneficial ownership
of compex legal persons, i.e., when a shareholder of a company is another company.
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Reporting obligations and tippinepff

395. Even though there is not a formal record in Guatemala for trusts, banks and financial companies
(those exclusivelauthorizedto act as truges) are subject to oversight and inspection of the SIB and they
are OSs as per ML/TF standards, therefore, they are obliged to provide information when the IVE and the
SIB require them to do so.

396. In this regard, by way of IVE Official Letters No. 62010 and No. 4472014, financial
companies (including those rendering trust services) have been ordered to apply CDD measures to identify
trust relevant parties, as well as their beneficial ownership. Such information is required to be updated.
Compliance wth these obligations is under oversight of the IVE in supervision activities. Procedures are in
force to this end.

Imminent implementation of internal controls and legal and statutory requirements

397. Guatemala has legal provisions in force which providethierapplication of sanctions (including
criminal sanctions) for lack of compliance with information requirements. The IVE, as well as the SAT and
the PPO have applied sanctions as mentioned below:

9 For the period covering January 2009 to July 2015, tiedpplied 11 sanctions to OSs for
not disclosing information required on time, as well as 10 sanctions for lack of compliance
with rules related to CDD.

1 Regarding sanctionspplied to companies for lack of disclosure on shareholdings records,
the SAT haseported applying 10,937 sanctions for the period covering January 2014 to July
2015.

i PPO reports 1713 convictions for crimes related to lack of compliance with the general
obligation to disclose information to the Courts (concealment and obstructiorticsf)just
should be noted that not all cases comprise specific information on beneficial ownership.

Conclusions otmmediate OQutcom®

398. According to the above, Guatemala hamaderate level of effectiveness in themme diate
Outcome>5.
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CHAPTER 8. INTERNATIONAL COOPERATI ON

Key findings and recommended actions

Key findings

-Guatemalads International Cooperation is bgsed
AML and Extradition, in addition to the cooperation that is provided andi@l inteligence through the
IVE, asset recovery and other cooperation provided by entities such as police, customs, and immigration. In
addtion, the information exchange agreements between financial supervisors and MOUs signed by the IVE
with foreign counterparts.
- The IVE is managed through two groups of information exchange such as the Egmont Group|and the
Regional Network comprised of the Central American countries, Colombia and the Dominican Republic

- Through adequate international cooperat@uatemala has worked to prosecute perpetrators of fhese

C

crimes across borders and provide the assistance necessary to cooperate with those nations that need it in the

fight against ML. To this is added the cooperation agreements signed by the Republiztesh&a with
other countries like the United States of America, where they have received technical and financial gssistance
necessary to deepen their strategies in the fight against Transnational Organized Crime

Recommended actions
-It is recommended, fther efforts to increase financial resources to enable it to strengthen institutions

related to ML/TF, not only prosecutors but also the rest of the competent authorities so that they| can and
have the opportunity to use all special investigative techsithag are normatively available.
- Itis necessary to optimize the development of international cooperation through the AML and agreements
signed and ratified in Guatemala treaties, in particular it must be clear what procedures are to be|followed
when rguired and to act in the most expedited manner.

399. The relevantmmediate Outcomeonsidered and evaluated in this chapteris 10. 2. The relevant
recommendations for the assessment of effectiveness in this section a#0R. 36

Immediate Outcome 2 (Intern ational cooperation)

400. Guatemala has a legal basis that allows its competent authorities to be able to provide significant
assistance in International Cooperation. Through different mechanisms or international instruments, actions
are developed for collabation and exchange of information with their foreign counterparts; they have
signed various memorandums or agreements, either with their counterparts and with international
organizations but without conditioning that firm collaboration, since under ithapia of reciprocity they

have also cooperated considerably.

401. Guatemala has an interagency structure that has enabled it to expand and improve International
Cooperation, as it was mentioned by the Office of International Affairs of the PPO.

402. The signingof agreements between institutions has greatly improved its communication channels.

403. In addition, according to information on international cooperation received from ten (10) countries
that attended to the consultation issued by GAFILAT to the FATF Gikalvork, it should be mentioned

that the authorities competent in cooperation attend to consultations and requirements in a timely manner,
although in some cases it might be in less time. In addition, it is noteworthy that the authorities, in particular
the IVE are wiling to lend technical assistance to their counterparts. It is also important to mention that the
IVE carries out an annual survey among the counterparts with which it shared inteligence information in
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order to measure the level of satisfactdf cooperation provided by the country, with the surveys for-2013
2015 showing satisfactory rate as a resullt.

Provision of mutual legal assistance (MLA) and extradition

404. Guatemala provides Mutual Legal Assistance (MLA) and extradition in the frarkesfor
different legal instruments, in order to facitate investigations and proceedings concerning crimes that
concern us.

405. The PPO, judicial authortties and any other competent authority, may provide and request
assistance from other States to carry cot@dures regarding MLA and extradition.

406. Several signatures of Bilateral and Multilateral Agreements support the legal mechanisms to
provide such assistance. Such as the Agreement Establishing the Specialized Unit of International Affairs
UEAI-, which isresponsible for supporting the Attorney General of the Republic and Head of the PPO, in
all actions necessary for the implementation of measures for international cooperation in criminal
prosecution, according to Laws, Conventions, Treaties, Conventimhother international instruments
governing such measures.

407. The UNILAT, among other functions is responsible for knowing and intervening in the
extradition proceedings to be generated in an investigative processes of cases known (Active extraditions)
andshall have jurisdiction to intervene on behalf of PPO in court proceedings by requests for extradition for
crimes of Drug Trafficking and/or ML are effected to the State of Guatemala (Passive extraditions).

408. It should be mentioned that in order to prizeitiand respond to requests for Legal Assistance the
Law Regulating Extradition has been established in procedure, that allows a person acquiesce to the request
or to surrender voluntarily, thus reducing response times.

4009. Similarly, PPQUEAI reports that aawrding to the terms of the assistance and the treaty or
convention invoked, it establishes who is the Central Authority to comply with requests for legal assistance
in criminal matters. For example, in the case of applications for passive legal assstamc&ogatory
Letters enter the MINEX, who forwards them to the Secretariat of the Supreme Court of Justice, the Ministry
assigned a Comptroller Judge and he forwards it to PPO for completion therefore looking for the provision
of all MLA and extraditionresponses within reasonable timeframes.

410. It is important to point out that the UEAI, though not having any mechanism in force for the
selection of legal assistance priorities since these are processed by date and time of entry, after the analysis
made by he prosecutor and after establishing that diigence proceedings, hearings and videoconferences
appear in some applications, priority is given to these types of applications for them to comply before due
date. It is recommended to set a mechanism to arswaly or to reduce time limits for answers of
international applications.

Table 46
PPO MLA and extradiion
JanDecember 2011
No. Country applications 66
Positive answers 66
Denied applications 0
Applications In progress 0
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Table 47

PPO MLA and etradition

Jul 2012 Dec 2014

Passive advice Total Active advice Total
Application No. 51 Application No. 18
Positive answers 20 Positive answers 3
Denied applications forlack of | 5 Denied applications 0
compliance by the office of the
Inter-rAmerican Convention on
Mutual Legal Assistance
Referred applications 0 Referred applications
Applications in progress 26 Applications in progress
Pending answer 13

N O

Table 48

Judiciary MLA Jan 2011 Jun 2014

Amount of cases being referred 75
Amount ofpositive answers 52
Amount of denied applications 5
Amount of referred applications 3
Amount of applications in progress 15

Search for timely legal assistance to combat the national ML, associated predicate offences and
TF cases with transnational ements

411. MLA in criminal matters must be requested through the PPO as established in the constitutional
mandate, for this purpose, the Specialized Unit for International Affairs, to channel such requests was
created.

412, We should consider that Guatemalasameted evidence of handling requests for cooperation, such

as in the cases which were previously referenced in the MER; likewise it has bilateral and multiateral
agreements and memorandums of cooperation with other countries; the country showed ekaag#ss o

of successful delivery of international communication; supplied to the country to which the request is
directed, relevant and accurate information to enable it to understand and evaluate petitions; prosecutes its
own nationals; requests seizuresd aforfeitures from other countries; presented evidence to share
information indirectly, and was shown to have adequate resources to issue and coordinate requests for
assistance on time. Therefore, it can be assured that Guatemala has sought inteegaticmsdistance to

pursue internal cases of ML, associated predicate offences and TF cases with transnational elements.

Search for other forms of international cooperation for AML/CFT purposes

413. The IVE has implemented and directed its legislation & Wwith international standards in the
fight against ML/TF, being so, presented samples of internationally active participation through different
forums, groups and workshops, among which we can mention the CFATF, GAFILAT, the Egmont Group,
at the invitatim of MINEX participates in the GELAVEX and CICTE; has Multilateral Agreements such as
the Memorandum of Understanding for Regional ML/TF struggle with Central America, Colombia and the
Dominican Republic for the exchange of information. Additionally, it intains fortyfour (44)
memorandums of understanding at the bilateral level for the exchange of information related to ML/TF:
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Table 49: Memoranda of Understanding e ntered into with counterpart FIUs

. A‘!anla . Unlte! States of Amera

3. Anguilla 4. France
5. Dutch Antilles 6. Hauit
7. Argentina 8. Honduras
9. Aruba 10. Cayman Islands
11. | Australia 12. Italy
13. Barbados 14, Lebanon
15. |Belgium 16. Macedonia
17. Bermuda 18. Mexico
19. Bolivia 20. Montserrat
21. Brazil 22. Nicaragua
23. Bulgaria 24, Panama
25. Canada 26. Paraguay
217. Chile 28. Peru
29. Colombia 30. Portugal
31 Commonwealth of the Bahamas 32. Dominican Republic
33. Republic of Korea 34. Romania
35. Costa Rica 36. St. Kitts and Nevis
37. Cuba 38. St. Vincent
39. Ecuador 40. Ukraine
41. El Salvador 42. Uruguay
43. Spain 44, Venezuela
414, It shoud be noted that to maintain the confidentiality of information, such requests are worked

through the Egmont Secure Web, complying with the principles established by the agency.

415, In addition, there is a secure network for the exchange of information badbed Regional
Memorandum of Understanding to counter ML/TF between FIUs, which was entered into by Guatemala in
2013. Confidentialty Agreements, procedures and mechanisms (handbooks) also exist to ensure that the
information exchangedis secure.

416. It should be noted that Guatemala exchanges information with countries with which it has
signed Memoranda of Understanding and sometimes with countries that are not part of the Egmont Group,
based on the same criteria established by the Egmont Group, whicbterthva broadest exchange of
information. Likewise, the AML Law in Art. 35 mentions the administrative assistance where the PPO, the
IVE and any other competent authority could provide and request administrative assistance to competent
authorities of othecountries in order to faciltate actions to be carried out to achieve the objectives of the
Law. Information provided during the <ite visit proves the aforementioned exchange of information.

417. Although there is a MOU negotiation procedure it is reconafedrio establish strategies to
expand the range of agreements signed with Egmont member countries in order to formalize the exchange
of information and be sustained under a broad legal basis or, conversely to include in the current legislation
the no neefbr the signature to exchange of information.
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418. The signing of twenty (20) MOUs between Financial Supervisors, the SIB and financial
counterparts is highlighted.

Table 50: MOUs and cooperation agreements by the SIB and its supervisory foreign counterparts

1 El Salvador 2 Peru

3 Montserrat, British West Indies 4 Dominican Republic

5 Honduras 6 Costa Rica

7 Nicaragua 8 Bahamas

9 Mexico (banks and stocks) 10 Bolivia

11 Venezuela 12 Barbados

13 Puerto Rico 14 United Stags

15 Belize 16 Colombia

17 Mexico (insurances) 18 Panama
Central American Council of Insurance Supervisor Association

19 Superintendencef Banks, Insurance 20 for Latin America. Bahamas
and other financial companies. :

419. As examples of informationxehange cases with supervising entities within the said MOUs, we
can mention cases of joint work with Panama and El Salvador, as evidenced duringiténevisi.

420. At police level, information through INTERPOL, the GAFILAT Asset Recovery Network (RRAG)
and others as the Hemispheric Information Exchange Network is exchanged.

421. The PPO has also adopted a number of international instruments that allow the exchange of
information and which have been of great help to the development efrifiglht cases, suchs dhose
presented during the @ite visit and stated in other sections of this MER.

Provision of other forms of international cooperation for AML/CFT purposes

422. The SIB through the IVE provides information through various regional and sub regiomas foru

such as:

Caribbean Financial Action Task Force (CFATF)

Financial Action Task Force of Latin America (GAFILAT)

Egmont Group
Group of Experts to Control Money Laundering (GELAVEX) of the k#enerican Commission
for Drug Abuse Control (CICAD) of the Oagization of American States (OAS)

Inter-rAmerican Committee Against Terrorism (CICTE)

Establishment of the Financial Inteligence Unit, Special Inspectorate (IVE)

=a =4 E ]

423. Based on the above, Guatemala has signed a number of agreements, MOUs on ML/TF, and
sometime for reciprocal duty or considering what is established by the regulations of the regional forum
without the need of a formal legal instrument, therefore it is recommended that Gaaterks in order to
officialize this measure.

424, It is important to notehat, although in practice it happeutherwise, byinvoking the principle of
reciprocity and other criteria, the IVE has legally established, regarding the exchange of information with
foreign counterparts under subparagraph d) of Section 33 of the AMLand Sections 20 and 23 of the
PRFT Law state that the functions of the IVE is the exchange with counterparts from other countries,
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information for the analysis of cases related to money laundering or other assets with prior subscription of
memoranda ofinderstanding or other cooperation agreements with those entities. Similarly, this also is
established in the internal procedure for the Management of the Documentation which is sent through the
Egmont Secure Web.

425, Samples of successful presentation ofermational communications related to financial
inteligence from which the IVE has the power to request, were submitted.

Graph 3
OTHER FORMS OF INTERNATIONAL COOPERLTIOE
NUMEROF INTERNATIONAL REQUESTS MADE BYEHEOM 2011 TO JULY
2015
491
TOTAL REQUESTY
500 MADE BY THE FIU
)
450
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350 '/
300 '/
250 '/
200 '/
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100 A
/ 16
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426. Among countries from which the IVE has requested more information are Panama, United States,
Mexico, Honduras, El Salvado€olombia and Costa Rica.
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Graph4

Other forms of International Cooperation- ACTIVE
Destination of International requests sent by the IVE
From 2011 to Julg015

Korea Republ
Dominican Repub

Australia

0 2 4 6 8 10 12 14 16 18 20

Notas: 3 requerimientos a todas las UIF de Egmont, 324 solicitudes; 2) 15 paises con 6 requerimientos cada uno, 90
solicitudes; 3) 11 paies con 5 requerimientos cada uno, 55 solicitudes; y 4) 5 paises que tienen entre 1y 4
requerimientos, 11 solicitudes

requests
660

427. Of the fortythree (43) countries that have required inteligence information, IVE highlights the
United States, Costa Rica, Republic of Moldova and Argentina.

Graph5
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Other Forms of International Cooperationr PASIVE
Requirenents responded by IVE, by country
2011 to july 2015

Moldova
Paraguay
Panama
Nicaragua
Montenegro
Honduras
United State
El Salvador
Costa Rica
Colombia
Belize
Bahamas
rgentina | ! .

Total
requests 138 0 5 10 15 20

Nota: En este periodo de tiempo 22 paises realizaron 1 requerimiento cada uno, equivalente a 22
solicitudesy 8 paises realizaron 2 requerimientos cada uno, equivalente a 16 solicitudes.

428. Inorder to strengthen the relationshaf the IVE with the other institutions, they have signed a series
of interinstitutional agreements which are currently being effectively implemented and aide in supporting
requests for information.

429. The IVE has the adequate mechanisms to receive, apsestize and respond to international
requests for assistance related to ML/TF. However, variables were found on response times between the
analyzedyears, with them being between twehio (22) days in 2014, increasing to feggven (47) days

in 2015 which is justified by the IVE as it does not only provide information it possesses, but also of
financial, administrative and judicial nature. Likewise, it should be highlghted that satisfaction with
information provided by IVE to its foreign counterfsalnas shown positive results in 2€ARL5.

Graph 6

Resultados Generales
Encuesta al Homélogas Extranjeras 2015

5% 0%

M Muy Satisfactorio
| Satisfactorio

W Nada Satisfactorio
mN/A

430. Similarly, agreements between Financial Supervisors, Police Authorities and Public Prosecutor
which should be noted as fundamental tools for the development of international cooperation wes@. provid
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431. Guatemala, through its competent authorities indirectly shares information, demonstrates
commitment and claims it has adequate resources to receive, manage, coordinate and respond to other forms
of international cooperation.

International exchange © basic information and information on beneficial owners and legal
persons and arrangements

432. The IVE has the power to provide cooperation and respond to foreign requests for exchange of
information with counterparts in other countries for the analysisases related to money laundering or
other assets.

433. Although cases were provided where relevant information was shared on legal persons, there was
no evidence of exchange of information where it was able to detect the beneficial owner of a legal structure.

434, On the other hand, although there is an obligation to have alogbook, that obligation does not extend
to the immediate updating, once changes occur in the structure which might seem difficult to obtain such
accurate information. Nor canone appreciagedthigation to keepthe beneficial owner updated on the legal
person.

435. As it was mentioned in the analysisloimediate Outcom®, there are limitations in the access to
information on the beneficial ownership of legal entities, especially those withecostifare structures. It

is recommended to establish legal mechanisms to ensure that the beneficial owner information is accurate
and up to date in order to be able to share international cooperation. Nonetheless, with the resources at the
disposal of theuthorities, the already referenced cases prove that information on the beneficial owners was
known.

Conclusions on thenmediate Outcome

436. According to the above, Guatemala hasubstantial level of effectiveness in thémme diate
Outcome 2.
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TECHNICAL COMPLIANC E ANNEX

This annex provides a detailed analysis of the level of compliance of Guatemala with the FATF 40
Recommendations in numerical order. It does not include descriptive text about the situation or risk of the
county and is limited to the analysis of technical criteria for each Recommendation. It should be read in
conjunction with the MER.

The AML/CFT system of Guatemala has not been previously evaluated by GAFILAT, therefore this
Annex provides a detailed analysiall criteria according to the methodology for assessing the technical
compliance with the FATF Recommendations and the effectiveness of AML/CFT systems to the fourth
round of evaluations (hereinafter methodology).

Recommendation 1 - Risk assessment ard implementation of a risk -based approach

CT1.  Criterion 1.1Government Agreement (AG) 14014 (Art. 4. a) establishes the allocation of the
Presidential Commission for the Coordination of Efforts Against Money Laundering or other Assets,
Terrorist Financingand Financing of Proliferation of Weapons of Mass Destrudto@P RECLAFT):
fAnalyzingnational problems related to money laundering or other assets, financing of terrorism and the
financing of proliferation of weapons of mass destruction, to identifyevahiities and risks to suggest
actionsto mitigatethemé6 On t his basis, the COPRECLAFT, as pa
Plan against ML/TF/FPWMD 2012018 (hereinafter NSP 202018), scheduled the realization of the

ML/TF National Rsk Assessment. Deriving from this, Guatemala, carried out Money Laundering and
Terrorist Financing National Assessment of Risk in Guatemala (hereinafter ML/TF NRA) during the years
2014 and 2015.

CT2. Criterion 1.2The AG 1322010 created the Presidential @uission for the Coordination of

efforts against Money Laundering or Other Assets and Financing of Terrorism in Guatemala, as amended by
the AG to create the COPRECLAFT 12614, who is in charge of coordinating efforts and cooperation
between state ingiions to identify vulnerabilties and risks and propose actions to mitigate them (145 AG
Arts. 2 and 4 &pecial Venficatiod lahtertdanbohtlBuperirteaderioef Banks (...) and, in

his absence, shall act as the Director of the Spdospectorate of th&uperintendencef Banks. The
Technical Secretary will be the technical and logistical support to the Coordinator of the Commission and
perform its functions in an athonoro (AG 132 Art.7) is designated as technical secretary of the
COPRECLAFT

CT3.  Criterion 1.3Derived from the results obtained in the ML/TF NRA, the NSP ZUI8 was
updated and was established as a basis to update the NRA every two (2) years. This activity wil be the
responsibility of thechmadblegyu.mber 4 fAstatistics

CT4.  Criterion 1.4The NRA ML/TF was presented to the entities of public, private and research sector,
which collaborated and participated in its elaboration, March 10, 2015, in a report of the NRA ML/TF
previous to the workshop for preparing tharPbf Action of the NRA ML/TF. Also, through the official
letters of the Special VerificatiomtendencdlVE) of June 2015 to various institutions involved (public and
private sector) spread both the ML/TF NRA as well as the respective Plan of Actin ational Risk
Assessment Money laundering and Terrorist Financing in Guatemala (hereinafter Plan of Action of the NRA
ML/TF). In the case of the private sector, one corresponding each sector.

CT5.  Criterion 1.5Derived from the results of the ML/TF NRA, tAetion Plan of the ML/TF NRA in

order to implement measures at national and sectoral level to mitigate the risks of ML/TF was developed,
basedon threats and vulnerabilties detected. activities to be developed by the OSs, whose regular monitoring
is in charge of the IVE is established, and the actions to be implemented by the public sector, which were
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incorporated into the NSP 202018 where the respective folewp wil be performed by the
COPRECLAFT.

CT6. Criterion 1.6 According to the ML/TF NRA, it not etermined that there are OSs financial
institutions (FIs) or designated néinancial businesses and professions (DNFBPs) with a low level of
vulnerabilty, permitting the decision to not implement any of the FATF Recommendations.

CT7.  Criterion 1.7 The ML/TF NRA concluded that the following sectors are the most vulnerable to
ML/TF: funds transfer companies and credit unions, sales of motor vehicles, sales of real estate and property
development, neprofit organizations and armoring services, among others, The Action Plan sets out

a series of measures to be carried out by both the public and private sectors in order to manage and mitigate
ML/TF risks.

CTS. Additionally, theSuperintendencef Banks through the IVE, may instruct the OSs on measures
to be impktmented in order to prevent ML/TF (AML Law Rule Art 25 and PRFT Law, Article 14).
Consequently, the IVE has issued several official letters to the OSs (FIs and DNFBPs), namely:

1 Implementation of measures to make transactional analysis to each clientgae®in the activity

of buying and selling foreign currency y, particularly those identified as moneychangers (IVE
Official Letters No. 1742011 and 1052013).

1 Communication from the existence of typologies and inform the OSs technical document that
cortains them so that measures are implemented to prevent LD (IVE Official Letters N@AT26
21272012 and 365Q@014).

Implementation of measures to identify, control and monitor the accounts of political organizations
(IVE No. 3662011 and Crafts 1362015).

| mpl ement prevention and contr ol mec hani-sms f
paid Cards or Prepaid-2Hydso (I VE Official Le
Measures the OSs should consider when constituting a trust (IVE Official Lett206ayt

Control of accounts on behalf of companies or other entities in training (IVE Official Letter 13
2009).

Instruction on Poltically Exposed Persons (PEP) (IVE Official Letters 1030 to 1034 No. 2013).
Measures OSs should consider, to end their businedonsta with customers or not start a
relationship with the same individual or legal syndicated or linked to drug trafficking and/or
organized crime and criminal organizations (Official Letters No.-48® and 142R013).

=a =4 = = = =

CTo. Finally, the Risk Manageme@uide ML/FT sent Official Letter IVE No. 395%015 aimed at
OSs, Banks, Finance Companies and Offshore Entitiess{@ofie) (hereinafter AR Guide ML/TF) provides
that the above entities should identify their risks of ML/TF and determine if there isskgand impact.

CT10. Criterion 1.8 As mentioned above, the IVE may instruct the OSs on measures to be implemented
in order to prevent ML/TF (AML Law Rules, Art. 25). Thus, the Official Letter IVE-2011 dated June 2,
2011, establishes requirements and simglif measures for starting relationships. In addition, the AR
ML/FT Guide provides that in case of lower risks, the OSs may only apply simplfied measures permitted
by national regulations.

CT11l. As a result of the ML/TF NRA, the insurance sector was identifigith a mediurdow
vulnerabilty, which the IVE through Official Letters 12@815 and 1342015 issued instruction on
simplified measures on the information to be required in the form to start customer relationships.

CT12. Ciriterion 1.9The IVE is responsibleof ensuring order and compliance with the AML Law and
the PRFT Law (Art. 32 and Art. 20 respectively) and exercises the monitoring and supervision of the OSs
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on compliance with the rules of ML/TF and the instructions that have been issued, based ea aiskl{sis
Recommendations 283).

CT13. Criterion1.10The ARML/TF Guide to banks, finance companies and offshore entities, but not
for the other OSs (FIs and DNFBPs) directs such entities in managing the risk of ML/TF. The authorities
indicate that they areorking on the development of guides and/or guidelines for managing ML/TF risks
from other OSs, which wil be sentto all regulated entities in early 2016 according to the schedule established
by the authorities.

CT14. Criterion1.10.a)The ARML/TF Guide provdes for the obligation to document risk assessments.

CT15. Criterion 1.10.b)The ARML/TF Guide states that each entity must meet and assess their risk
factors derived from them and implement mitigation measures in order to minimize or control the risks to
which they are exposed to the aforementioned factors. However, said Guide does not address all the OSs,
but only banks, finance companies and offshore entities.

CT16. The ARML/TF Guide has to constantly evaluate the effectiveness of programs, policies, standards,
procedures and internal controls. However, said Guide does not address all the OSs, but only banks, finance
companies and offshore entities.

CT17. Criterion1.10.d)The ARML/TF Guide states that the OSs should document the results of the
implementation and @ating of the methodology for risk management ML/TF and keep such records, which
must be available and timely available if the IVE or other competent authority requires them. However, said
Guide does not address all the OSs, but only banks, finance cempadioffshore entities

CT18. Criterionl.11.a-rb)The AML Law st ashoeldadoph developaneimp@®ent i
programs, policies, procedures and internal controls suitable to prevent misuse of their services and
productsin money laundering actieisor otherassefs ( Art . 19) must be approved
or senior management board (AML Law Regulations, Art. 9). this obligation is in tHEIARF Guide and

the Official Letter IVE No. 1484014 of DNFBPs. It also states that there &hbe an audit mechanism to

verify and assess compliance programs and standards (AML Law, Art. 19. C. For its part; Mg R

Guide also provides that as a result of te sk mo
efficiency and effectimess of programs, policies, standards, procedures and internal controls implemented;
likewise, must establish weaknesses in the prevention system so that programs, policies, standards,
procedures and internal controls adopted, developed and executed miaty bee n gt hene d o .

CT19. Criterion1.11.c)As mentioned in criterion 1.7 IVE has instructed the OSs on measures to be taken
regarding certain activities considered high risk. In addition, theVARIF Guide has to determine whether
there is high risk and impachd implement enhanced measures in case of major or simplified for minor
risks (where permitted by national legislation). However, said Guide is not directed at all the OSs, but only
to banks, finance companies and offshore entities.

CT20. Criterion 1.12Exceptfor simplified measures mentioned in criterion 1.8 any other measures of
this nature have not been approved.

Weighting and conclusion
CT21. Guatemala meets most of the requirements of this Recommendation, except as regards the

assessment measures and rislgatibn for all entities, as the aforementioned Guide is not yet available to
all OSs.Recommendation 1 is rated as Largely Compliant.
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Recommendation 2 - National cooperation and coordination

CT22. Criterion 2.1 The COPRECLAFT approved the NSP 22014 (Janary 28 to 11) which
developed the comprehensive strategy to combat ML/TF and precise actions to comply with the FATF
Recommendations, under a total of eighight (88) items. With the extension of the mandate of
COPRECLAFT, the NSP 2012018 was approvednd comprised of fifjnine (59) activities. Also as a

result of the ML/FT NRA, the Plan of Action of the NRA ML/FT was developed which proposed actions
and deadlines, which were incorporated into the NSP-2018 (July 172015).

CT23. Criterion 2.2 As mentioad by the AG 132010 and as amended by AG 12HE4
COPRELAFT, which aims to coordinate efforts and cooperation between state institutions involved in the
legal structure for the prevention, control, surveilance and punishment of crimes of ML/TF BRYWIMD,

in order to contribute to the effective enforcement of approved and ratified international law and treaties (AG
145, Art. 2), was created.

CT24. Criterion 2.3For purposes of cooperating and coordinating actions and activities COPRECLAFT
contained in th&NSP are four (4) working groups made up of officials of the institutions that make up the
committee, who meetregularly to make strategic decisions, monitor the progress of-tagantsr working

and propose strategic initiatives to improve the pnéar, control, surveillance and punishment of crimes

of ML/TF. The Framework Agreement on Interagency Coordination and exchange of Information was
signed by the entities that make up the COPRECLAFT, and invited entities that are also part of the legal
framework for the prevention, control, surveilance, investigation, prosecution and punishment of such
illegal activities (September-80 1) . T h e a g rseeagihematharmonizes integencyfisupport,
improve levels of communication and coordinafioorder to take appropriate and homogenous actions in

the fight against money laundering or other assets, and the financing of terrorism, respecting competences

and | egal a(®ubparagrapgd).( . . . ) 0

CT25. Criterion 2.4 Within the scope of the COPRECER coordination of efforts and cooperation is
included to combat the financing of proliferation of weapons of mass destrueBaNID. Also, the inter
institutional Agreement mentioned above, as amended in 2014 incorporated the tREWA\GD

11The COPRECLAFT is composed of the foling officials:

a) Vice President, who presides and coordinates;

b) Minister of Foreign Affairs;

¢) Minister of Interior;

d) Minister of National Defense,;

e) Minister of Economy;

f) Strategic Intelligence Secretary of State;

g) Secretary General of the Matal Secretariat for Property Management in Forfeiture;

h) Director General of Civil Intelligence;

i) Superintendent of Tax Administration; Y

j) Superintendent of Banks.

the COPRECLAFT may invite to participate the President of the Judiciary, the Su@mirie the Attorney General
of the Republic and Head of the PPO in its meetings to, as well as those deemed necessary to invite.
12Table 1: Tactics and Strengthening, Table 2: Training and Awareness, Table 3: Exchange Agreements and
Coordination and Tabld: Statistics and Technology

108



Mutual Evaluation Report of Guatemala é?gmg

Weighting and conclusion

CT26. Guatemala meets all the requirements of this Recommendagarommendation 2 is rated as
Compliant.

Recommendation 3 - Money laundering offence

CT27. Criterion 3.1 AML Law (Art. 2) criminalizes the Mloffensesas follows:

i Co mmi t fenceohmoneylédundering or other assets who by themselves, or through an intermediary:
a) Invest, confer, transfer or make any financial transactions with goods or money, knowing, or by reason
of his office, employment, office or profession is obligeaddhow that they are products, derive or

originate from the commission a crime;

b) Acquires, possesses, administers, holds or uses goods or money knowing, or by reason of his office,
employment, office or profession is obligated to know, that they apedaldact, derive opriginate from
the commission of a crime;

c) Conceals or prevents the determination of the true nature, source, location, disposition, movement or
ownership of property or money or rights to such goods or money knowing, or by reasooftite,
employment, trade or profession is obligated to know, that they are the result of the commission of a
crime.o

CT28. According to the above description, the assumptions set out in the the United Nations Convention
Against llicit Traffic in NarcoticDrugs and Psychotropic Substances of 1988 (Vienna Convention) and the
United Nations Convention against Transnational Organized Crime 2000 (Convention Palermo) appear to
be setin the definition of AML Law.

CT29. Criterion 3.2 The criminalization of ML providethat any offence is predicate of ML. Additionally,
Guatemalan law criminalizes offences included in the categories established by the FATF Glossary as
follows, however the deficiencies in the criminalization of TF stated in Recommendation 5 impact
complience with these criteria:

Participation in an Organized Criminal Grouj Law Against Organized Crime (LCDO), Arts. 3

and Fraud Penal Code (CP), Arts. 26371.

Terrorism, Including Terrorist Financing CP, Art. 391 yLey PRFT, Art. 4.

Human Trafficking and Smuggling of CP, Art. 202 Migration Law, Arts103.05.

Migrants

Sexual Exploitation, Including Sexual CP, Arts. 188 y del 191193 Ter.

Exploitation of Children

llicit Trafficking in Narcotic Drugs and CP, Art. 307 y Law Against Drug Trafficking, Arts. 3
Psychotrojz Substances y 38.

llegal Arms Trafficking Arms and Ammunition Act, Arts. 99 al 102 y 120.

licit Trafficking in Stolen Goods and Other | Mobile Terminal Equipment Act, Art. 24.
Goods

Corruption anl Bribery CP, Arts. 439452.

Fraud CP, Art. 450.

Counterfeiting Money CP, Arts. 318320.

Counterfeiting and Piracy of Products CP, Arts. 274, 275, 299, 300 y 33P3.
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Environmental Crimes CP, Arts. 34B347 and Protected Areas Law, Arts. §
y 83.

Murder, Grievous Bodily Injury CP, Arts. 128129, 131, 132 y 14450.

Kidnapping, llegal Deprivation of Liberty an{ CP, Arts. 201205.

HostageTaking

Robbery or Theft CP, Arts. 246255.

Contraband (Including Taxes and Customs | Law Against Fraud an@ustoms Contraband, Arts. 4

Charges) 5and 7.

Tax Crimes (Related to Direct Taxes and | CP, Arts. 358.A 358.D and Law Against Fraud and

Indirect Taxes) Customs Contraband, Arts.1,2 and 7

Extortion CP Art. 261, y LCDO, Arts. 10y 11.

Misuse of Confidential oPrivileged CP, Arts. 274, 275, 357 y 358

Information and Market Manipulation

CT30. Criterion3.3 As mentioned above, any offence is predicate of ML, thus this criterion does not
apply.

CT31. Criterion 3.4 The criminalization of the ML of Art. 2 (AML Law) refers tmoney or goods®6
thatarenpr oduct, derive or originatwitmhowhitdhlk €lbemb:¢
extends to any type of goods.

CT32. Criterion3. 5 AML Law (Art. 2 A) pis anwonameusantiforast t he
prosecutbn, no prosecution, ruling or conviction regarding the crime from which the property, money or
other assets originafe.

CT33. Criterion 3.6 ML predicate offences are extended to all conducts occurring in another country as
if the offence had occurred at theioaal level (CP, Art. 5.3 and 5.5)

CT34. Criterion 3.7 The offence of ML seems to be applicable to all persons who commit the predicate
offence and perform the actions that typify ML, since it does not appear to be limited in this regard.

CT35. Criterion 3.8 The ineént and knowledge of the offence of ML is apparent from the factual
circumstances of the case (AML Law, Art. 2 A and CPP Criminal Procedure Code, Arts. 5 and 182).

CT36. Criterion 3.9 The AML Law establishes sanctions against someone who commits the offence of

ML six (6) to twenty (20) fipeeequalsotheValueokégpads, imsrumentsn o f
or products object of the crime, confiscation, loss or destruction of objects from the crime or instruments
used for its commission; paymentofts and expenses; and the publication of the judgment in at least two

of the media in writing of largest circulation in the couniiry{ Ar t . 4) . I n addition,
to cases where the per pe tpuldidobice,an dfficial bremployee, aniam a | c
officialof the V6 al ong with the additional penalty of di:
7).

13PRFT Regulation Act, Art.3, defines property ambds of any kind, whethertangible orintangible, movable or
immovable, regardless of how they have been obtained, and legal documents or instruments, whatever their form,
including the form electronic or digital, evidencing title to orinterest in such progerty
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CT37. Criterion 3.10 The AML Law provides that legal persons shall be eligible for the offences
established inhe aforementioned law, the penalyiisa f i ne of ten thousand dol
hundredtwengfivethousand US dollars (USD 625,000.00) or its equivalentin national currency, according

to the gravity and circumstances in which the offemas committed, and warning that in case of recidivism

the cancell ation of its | egal personality be ord

CT38. Criterion 3.11 Guatemalan law provides for different possibilities of ancillary offences of ML
(LCLD, Art. 6, LCDO, Art. 3 and CP, Artd4, 17, 36 and 37).

Weighting and conclusion

CT39. Guatemala meets all the requirements neededfor an adequate criminalization of ML. However, the
deficiencies in the criminalization of TF established under Recommendation 5 impact compliance of this
Reconmendation.Recommendation 3 is rated as Largely Compliant.

Recommendation 4 - Confiscation and provisional measures

CT40. Criterion 4.1Guatemalan law provides for two (2) figures, 'forfeitdfeind seizuré®. Forfeiture
is imprescriptible, distinct and indendent from the prosecution and criminal liabilty, so that, unlike
confiscation, does not depend on criminal proceedings (LED, Art 7).

CT41. Criterion4.1 ad)Forfeiture action extends over a) laundering of goods (LED, Art 4.a).; b) assets
that are the produ of, instruments used or attempted to be used in ML or predicate offences (LED, Art 4c

f).; ¢) goods that are the product, were used, were aimed or assigned to be used to finance terrorism, (which
includes the financing of terrorist acts) (LED, Art. 4,d&iut not for funding individual terrorist or terrorist
organizations even in the absence of a link with specific terrorist act or acts; and d) property of corresponding
value (LED, Art. 35). The AML Law provides that the confiscation applies only wremnulimg declares

that forfeiture action is out of order (Art. 17A).

CT42. Criterion4.2.a)The LED st at es t ha ideniificatiom locaton, tecoveny,e gul a
repatriation of assets and extinction of rights relating to domain thereof, as welbtis, yields, products,

returns or exchanges of illicit or criminal origin or provenance, to the Staté((.)Ar t . 1. A) . Th
of assetsis carried out once the sale is made at public auction, or the provisional use thereof (LED Regulation,
Arts. 3#39) is authorized.

CT43. Criterion 4.2.b)The LED has provide for the implementation of the relevant precautionary
measures: suspension of property rights or accessories, record on the asset forfeiture, seizure, intervention,
and the freezing or seizuté goods, funds deposited in accounts or safe deposit boxes in the banking or
financial system and those deposited at a later date (Art. 22). The latter is similarly established in the AML
(Art. 11) Law, the PRFT (Art. 12) Law and the Law CDO (Art. 73)

14 The Forfeiture Act (LED) Art. 2.d defines the action of asset forfeiture as " the loss to the State, any right to the
property (...) and that are within the grods stipulated in this Law, whatever its nature and kind, withoutconsideration

or compensation of any kind for the owner or any person holding or behave as such. "

15CP, Art. 60 defines seizure dhe lossto the State, objects that come from a crinmisdemeanor, and instruments

that have been committed, unless they belong to aesponsible third of the fact. When the aforementioned objects
WHATSOEVER prohibited or are notlegitimate commercial use, the confiscation will remember, although notreach
declared the existence of the crime or the guilt of the accused
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CT44. Criterion4.2c)The L ED i n dhie acguisiian or tigpasition éf assets, as well as the
constitution of assets of illicit or criminal origin, knowing or reasonably presuming of such quality, is
contrary to public order and the explicit prohibig laws or becomes fraud against the law. The acts and

contracts dealing with such businesses do not c
Additionally, it also provides that the thhseovi si
containedin any otherlagv ( Art . 3D

CT45. Criterion4.2.d)It corresponds to the Attorney General (or prosecutor appointed) to hear of the
forfeiture action and conduct the investigation to obtain the necessary evidence for such effects. (Art 16). In
addtion, from the point of view of the criminal proceedings, the PPO should identify the assets that may be
subject to seizure under the commission of an offence (art. 5).

CT46. Criterion4.3The LED, AML Law and PRFT Act protect the rights of bona fide thindigs (LED,
Arts., 5, 10 and 35, LED Regulations, Art. 2 and AML Law, Arts. 8, 11, 12, 15 and 16).

CT47. Criterion4.4The LED created the National Board of Property in Forfeiture (CONABED), to which

the National Secretariat for Property Management in Forde(®ENABED) is subordinated, as anexecutive
body, with the function, among others, to ensure the proper administration of all assets under their
responsibiity and those which are declared in forfeiture. It is responsible for the receipt, identification,
inventory, monitoring, maintenance and reasonable preservation of property. It also corresponds to it to
follow up the goods subject to tlaetion andrepresent an economic interest to the State; is responsible for
sell, auction or donate confiscated gof@bapteV). Moreover, it also states that legal trade of confiscated
objects sold and the proceeds of the sale will go to the private funds of the Judiciary (CP, Art. 60).

Weighting and conclusion

CT48. Guatemala's legal system has adequate interim, sedmua forfeiture measures. However, in
relation to confiscation or termination of goods from funding individual terrorist or terrorist organization
even in the absence of a link with a terrorist act or acts; there are no legal mechanism for this beltause su
behavioris not definedRecommendation 4 is rated as Largely Compliant.

Recommendation 5 - Terrorism financing offence

CT49. Criterion5.1Art 4a of PRFT Act establishes the offence of TF as follows:
AThe crime of f i nanci nhpmdyanyneans, diredlysonindiresty, loyo mmi
himself or through an intermediary, deliberately provides, collects, transfers, delivers, acquires,
possesses, administers, negotiates or manages money or any kind of goods, with the intention that
they be usedr knowing that they will be used in whole or in part, for terrorism.
This offence is also committed by whoever performs any of the acts defined as FT in any approved
and ratified by Guatemala international agreements.
The perpetrator of this crime willkoimposed a neoommutable prison term of six (6) to twenty (25)
years, plus a fine of ten thousand dollars (USD 10,000.00) up to six hundred-fivetityusand
dollars (USD 625,000.00) of the United States of America, or its equivalent in national@urre
For the offence of terrorist financing to be deemed as accomplished, it not is necessary to carry out
acts of terrorism, but that the intention of committing such acts is manifested by external material
signs. Nor it will require an investigation orcis ofterrorism,criminal proceedings to have been
initiated or to have produced a conviction. A
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CT50. Additionally, t he PRFT | awwhdexdr,iinmoedsr toalterethe c r i me
constitutional order, public order of the State or coerce algmprson of public, national or international

law, implements violence, attacks against the human life or integrity, property or infrastructure, or whoever

with the same purpose executes acts aimed at causing fire or wreak havoc or rail, sea, rivdisaisteis
n(Art. 2).

CT51. Regarding international conventions, it is worth noticing that Guatemala still has not approved or
ratified the following instrumentsthe Protocol of the Convention for the Repression of llicit Acts against
the security or maritimeavigation, the Convention for the Repression of Nuclear Terrorism Acts and the
Convention for the Repression of llicit Acts Related to International Civil Aviation.

CT52. According to the above, the offence of TF is consistent with Art. 2 of the Interi&iomaention
for the Suppression of the Financing of Terrorism, with the exception of the three conventions mentioned in
the paragraph above.

CT53. Ciriterion 5.2 According to the definition of Art. 4 referred above, the TF offence extends to
whoever provides arollects funds deliberately and by any means, directly or indirectly, with the intention
of them being used or knowing that they wil be used, whole or in part, to carry out terrorist acts. However,
the TF offence does not extend to funding individuatotést or terrorist organization even in the absence of

a link with a specffic terrorist act or acts.

CT54. Criterion 5.3 The criminalization of Art. 4 is open, does not distinguish whether the funds come
from a lawful or unlawful source.

CT55. Criterion 5.4The TFoffence does not require that the funds are used for a terrorist act or be linked
to a specific terrorist act (Art. 4).

CT56. Criterion 5.5 The intent and knowledge on the commission of the offencé-cdre explicitly
mentioned as part of their criminalizatiai? RFT Law, Art. 4). Addttionally, it is established that the crime
can be proven by any means of evidence (CPP, Art. 182, CP, and Art5).

CT57. Criterion5.6The TF offence shall be punished with deprivation of liberty between six (6) and
twenty-five (25) yeas and a fine from USD 10,000.00 to USD 625,000.00 (PRFT Law, Article 4). In

addition, aggravating circumstances are set for cases where the perpetrator of the criminal conduct is a public
employee or official (PRFT Law, Art. 5).

CT58. Criterion 5.7The PRFT L& provides for the liabiity of legal persons for the offence of FT,
establishing the appropriate sanctions which are independent of the responsibility of individuals (Art. 7).

CT59. Criterion 5.8 Auxiliary TF offences are referred to in the PREaw (Art. 11) and the AML Law
(art. 3) and the Criminal Code in its general part (Arts. 14, 17, 35, 36 and 37).

CT60. Criterion5.9According to the criteria mentioned in 3.2, the definition of ML establishes that any
offence is predicate of ML, including the crime of TF.

CT61. Criterion 5.10The TF offence is extended to any conduct occurring in another country as if the
offence had occurred within the country (CP, Art. 5.3 and 5.5.

Weighting and conclusion
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CT62. The Law PRFT adequately criminalizes TF. However, Guatemala has saifyahree (3) TF
conventions and has not criminalized individual or organization terrorist financing evenin the absence of a
ink with a terrorist act or act®ecommendation 5 is rated as Partially Compliant.

Recommendation 6 Targeted financial sanctions related to terrorism and terrorist
financing

CT63. Criterion6.1Guatemala does not have its own specific mechanism (s) to carry out the identification
of recipients of a designation according to the criteria of UN Security Council Resolutions.

CT64. Criterion 6.2 ab) Guatemala has no authority or specific mechanism to identify the recipients of
a designation according to the criteria of UNSC Resolution 1373, nor to making such designations on
grounds or a reasonable basis.

CT65. Criterion6.2. c)The agreement sigd betweenthe Ministry of Foreign Affairs (Foreign Ministry),

the PPO and the SIB (Octobed.3) provides that the MINEX will inform the PPO and the IVE, when ata
national or supranational level a country or several countries notify Guatemala thedra geentity has

been designated based on UN Security Council Resolution 1373, provided that such notification is not mutual
legal assistance in nature. The PPO is responsible of meeting those requests proceeding to act under the LED.

CT66. Criterion 6.2. d€) Guatemala has no specific mechanisms for making designations, thus it has no
means to implement these requirements.

CT67. Criterion 6.3 a)The IVE can request information from the OSs and public and private entities in

the country (AML Law, Arts. 28, 334) and all public or private entities are obliged to provide the assistance
requested (PRFT Law, Art. 20). However, the standard does not establish a specific or proper mechanism by
which the information is used to identify persons or entities that may neeretghirements for designation.

CT68. Criterion6.3 b) There is (are) no competent authority(ies) with legal and procedural powers or
mechanisms to operag parteagainst a person or entity that has been identified and whose (proposal for)
designation is beingonsidered, unless being in the cases established under Art. 22 of the LED

CT69. Criterion 6.4 Guatemala, through the LED, PRFT Law and AML Law, empowers the PPO to
implement preventive measures by danger of delay, without prior judicial authorization. EhB$ &hhas

issued detention order and requirement (Exp. LISFQIN015), through Official Letter IVE 364B015

which mandates the immediate and ongoing review of funds or assets of persons and entities designated by
the Security Council pursuant to resiolns 1267 (1999) and 1989 (2011) and its successors to the OSs, with
their respective updates, as well as the immediate freezing upon finding a match. However, there is no
prohibition to all natural and legal to provide, directly or indirectly, funds leraissets for the benefit of
designated persons.

CT70. Criterion 6.5 a)Asthe PPO mentioned, through the IVE, all OSs were issued an order of detection
and immediate freezing of funds or assets of persons or entities designated under UNSCR 1267 (Official
Letter IVE 3646-2015). There is no specific procedure for domestic designations and the procedure to
respond to requests from third countries by PPO does not seem to be applied on the basis or reasonable
grounds, so it cannot be concluded that the freezipligapwithout delay in these cases.

CT71. Criterion 6.5 b)According to theOfficial LetterlVE 36462015, immobilization is extended to

fiany property, asset, funds, value, transfer, or account that may be owned or controlled (a) directly or
indirectly by the prson (s) or entity (ies) designated
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CT72. Criterion 6.5 c)ltis not clear that there is a ban on all natural and legal persons to provide, directly
or indirectly, funds or other assets for the benefit of designated persons, beyond the existing prohibition
under the application of Chapter VIl of the UN Charter to which Guatemala is an original member, and
which generally provides th@gnorancedisuse, custom or contrary practice cannot be claimed against law
enforcemenfJudiciary Act, Art. 3).

CT73. Criterion 6.5 d) The Agreement between Ministry of Foreign Affairs, the PPO and the SIB
(October 313) states that the SIB through the IVE wil communicate to the OSs, the persons or entities
designated under resolution 1267 (1999) and 1373 (2001) Security Coneeiinfmrmed by the MINREX.
Addttionally, listings related to terrorism and terrorist financing are accessible to the general public including
the OSs on the website of the SIB on the following link:
http://www.sib.gob.gt/web/sib/lavado activos/enlaces/Li€¥&8J

CT74. Criterion 6.5 e)According to theOfficial Letter IVE 36462015, in the case of freezing by the
OSs, they must inform of the freezing without delay to the Prosecutiowriting and telephone.

CT75. Ciriterion 6.5 f)LED establishes the freezing or immobilization of funds or assets, and provides for
the protection of the rights of bona fide third parties (LED, Art. 5)

CT76. Criterion 6.6 ac) Guatemala has no mechanism to maésighations or proposed designations to
UNSC Committees with which there is no way to apply this criterion.

CT77. Ciriterion 6.6)d-e The website of the SIB, provides public access to official pages of UN where
procedures and information relating to listings @edignations are specified, as well as informing the
general public on the availabilty of the UN Office of the Ombudsman, in accordance with UNSCRs 1904,
1989 and 2083 to accept requests for delisting, with a direct link to its website.

CT78. CT78.Criterion 6.6 f)The LED hasappellatemechanism against injunction, which in case of
homonyms, or false positives, resource could be used (Art. 22).

CT79. Criterion 6.6 g) The Agreement between Ministry of Foreign Affairs, the PPO and the SIB
(October 313) states thathe SIB through the IVE, communicated to the @fsupdates of designated
persons or entities included in the removal from the lists. However, there is no direct instruction for
unfreezing in case of removal from the listings.

CT80. Ciriterion 6.7 Any decisionregarding the freezing of assets, is adopted taking into account the
adopted international treaties ratified by Guatemala, including the procedures set out in UNSCR 1452 and
successor resolutions, which are mandatory in the country, under Chapter \élIiN @ harter, however

there is no specific provision to consider this aspect.

Weighting and conclusion

CT81. Guatemala has mechanisms to implement UNSCR 1267 and the TFS without delay. However, does
not have a specific mechanism to propose designations uraiuBon 1267 and needs to develop
mechanisms for the implementation of UNSCR 1373, particularly with regard to domestic designations.

Addttionally, there is no general provision prohibiting the provision of supply, directly or indirectly, funds
or otherassets for the benefit of designated perdResommendation 6 is rated as Partially Compliant.

Recommendation 7 - Targeted financial sanctions related to proliferation
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CT82. Criterion7.1Through the general provisions of the LED as well as the contertie iDfficial
Letter IVE 36462015, Guatemala has mechanisms to implement the TFS on the implementation of UN
Security Council Resolutions concerning FPWMD.

CT83. Criterion7.2 ac The PPO, through the IVE issued to all OSs an order of detection and immediate
freezing of funds or assets of persons or entities designated under UNSCR 1718 and 1737, through the
Official LetterIVE36462 0 1 5. The o bl iagygptopetynasset Xunds, valus, transfer, ér that

may be owned or controlled (a) directly or irglitly by the person (s) or entity (ies) designdted However ,
there is no ban on all natural and legal persons to provide, directly or indirectly, funds or other assets for the
benefit of designated persons.

CT84. Criterion 7.2 df According to the Official ketter IVE 36462015, the OSs have the obligation to
review immediately and permanently the listings and their respective updates. If freezing is performed by
the OSs, they must inform without delay to the prosecution by written and telephonic meanbgazitige

action. The LED establishes that freezing or immobilization of funds or assets, provides for the protection
of the rights of bona fide third parties (LED, Art. 5).

CT85. Criterion 7.3 Official Letter IVE 36462015 states that the provisions are of ediate
enforcement, according to the relevant regulatory provisions.

CT86. Criterion 7.4 ad The website of the SIB provides public access to official pages of the UN where
procedures and information relating to listihngs and designations are specified, as infglraing the

general public on the availabilty of the focal point for the process of removal from the listing. The LED has
provided a mechanism against the injunction, which in case of homonyms, or false positives, resource could
be used (Art. 2). Fats part, the Agreement between the Ministry of Foreign Affairs, the PPO and the SIB
(October 313) states that the SIB through the IVE will communicate theo®&pdates of the persons or
entities designated including removal from the lists. Howevergtilaro direct instruction for unfreezing in

case of removal from the listings.

CT87. Criterion7.5There seems to be no provision referring to the provisions of this criterion.

Weighting and conclusion

CT88. Guatemala has mechanisms to implement the TFS on piesmentation of UN Security Council
Resolutions concerningPWMD, except as regards the criteria set out in 7.4 andRé&ommendation 7

is rated as Partially Compliant.
Recommendation 8 - Non-profit organizations

CT89. Ciriterion8.1The IVE conducted a swey of sectors vulnerable ML/TF, which determined the
vulnerability of NPOs receiving, administering or enforcing state funds and sending or receiving or sending
funds abroad, in terms of ML. Consequently, from 2013 NPOs were included a&@8p B (AMLLaw,

Article 18 and its regulations Art 5, and PRFT Law Article 15...). Additionally, the ML/TF NRA determined
that the risk of this sector is medium high. While it was established that the ML/TF NRA wil be updated
every two (2) years, there is no specjirovision to periodically reassess the NPO sector by reviewing the
new information on possible vulnerabilties of the sector to terrorist activities (the component of the ML/TF
NRA is within the specific ML sector vulnerabilties).

CT90. IVE has the legal caeity to obtain timely information NPOs (AML Law 38 PRFT Law and
Law, Art 34). In its analysis, the IVE in typologies reports issued in 2013 and 2014, identified the typologie s
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in which there is evident use of NPO for activities related to launder namether assets s, this was not

the case for TF where at national level there have not been any cases detectedthasnskuaylitionally,

the PPO, in charge of the criminal prosecution and asset forfeiture, are entitled to access to information NPO
(CPP, Art. 319 and LED, Art 17)

CT91. Criterion 8.2 Since the introduction of the NPO as OSs, the IVE has sent requests for the
registration of NPOs of higher Transactionality, as well as training those already registered.

CT92. Criterion 8.3 The Law on the National &jistry of Persons (Art. 102) and the Ministerial
Agreement 642006 createdthe REPEJU as a Directorate General of MINGOB, responsible for registering,
recording and keeping archives related to NPOs regardless of their denomination.

CT93. For the purpose of pmoting transparency, integrity and public confidence in NPOs, Guatemala
reports:

a) NPOs enjoying tax exemption whose operation must be authorized by the SAT, which verifies
compliance with the requirements, which are then recorded in the RTU, in acconddntiee
provisions of Art. 98 section Aaodo of the Tax
Income Tax, Art. 7 and Tax Update Law, Article 11).

b) To control NPOs the SAT has the Department of Control of Exempted Entities, within the
Administration of Tax Collection and Management, which is responsible for verifying the operations
of such entities and generating alerts for oversight ofpnofit organizations that presentirregular
movements. The functions of the Directorate are defined in Rieaollétaiing the Second and
Third Tier Organization Figures dfie Unit of the SAT, as reformed through Resolution No. SAT
DSI-7032014.

c) NPOs receiing funds from the State or through public subscription, are subject to control and
supervision by the CG@Organic Law of the CGC, Arts. 2, 3 and)4which has within its
organizational structure a Directorate of Audit of Special Institutions, whose functions are defined
in the respective Regulations (Article 34); and

d) NPOs subject to the AML/CFT regime armequired to register with the IVE and are subject to
supervision in that area (Arts:8Regulations of the MLA Act and Regulation 16 of the Act PRFT)

CT94. Criterion 8.4As mentioned above, NPOs who receive, administer or enforce state funds (financial
resourcs), as well as on international operations (send or receive funds or abroad) are OSs and must carry a
record of the destination and origin of their funds according to theNWEBO0 form and report cash
transactions greater than USD 10,000.00 and STR velpprepriate.

CT95. Criterion 8.4 a) The Regulations on the Registration of Civi Associations states that the
incorporation of associations must contain the aims and objectives of associations and be submitted to the
REPEJU, under the MINGOB and for registratim the RTU (Arts. 2 and 3). A copy of this deedis in the
REPEJU of the MINGOB as well as in the General Archive of Protocols of the Judiciary, public accessin
accordance with Art.78 of the Code of Notaries. The registration procedure for each type® oédlires

that they deliver the copy of the registration of its charter and statutes (foundations and churthes)
published. Atthe end of the procedure, they obtain a copy of the statutes duly processed by the Registry. The
appointment of the legaépresentatives of ngorofit organizations must also be registered with the REPEJU
after assembly of the members or founders, whose date and resolutions are transcribed in the notarial deed
documenting the appointment, which is recorded to the said Bedidso, no record of them at the RTU
instructive to register them with the IVE as OSs, contained in the instructiondNIKHB1 to fulffil
obligations related regulations in AML/CFT.

CT96. Ciriterion 8.4 b)NPOs are required to file annually a declaration obiine tax which should be
submitted attaching a copy of its financial statements (Arts. 39 and 40, Law Tax Update and Arts. 93 and

117



Mutual Evaluation Report of Guatemala § SATE

94, Tax Code). Moreover, the Law on NGovernmental Organizations (NGOs) for Development states

that accounting of NGOs shduhave a book of financial statements which may be maintained through
legaly accepted electronic systemjich wil be authorized by the SAT or its departmental agencies (Art.

14).

CT97. Criterion 8.4 c)In accordance with the Resolution of tBecond and Aird Tier Organization
Figuresof the Unit of the SAT (SAIDSI-Resolution Number 763014), theDepartment of Control of
Exempted Entities, within the Administration of Tax Collection and Management of ther@aimely

checks the operations carried out dxempted entities, including ngmofit organizations, to determine
whether they comply with their tax obligations and properly use the benefits granted in accordance with the
purposes of NPOs, which requires the correct accounting of their income amsexpNP Os funded by the

State or by public subscription, are subject to control of the CGC, providing that is within its functions to
audit the administrative, financial and operational implementation of the special entities that receive, manage
and invest public funds, including infrastructure, exercising public funds direcilydoectly. Finally, IVE-

NF-29 form asks NP Os registration origin and destination of the funds.

CT98. Criterion 8.4 d)As mentioned above the REPEJU, the SAT and the IVE carrp@uegistration
of NPOs.

CT99. Criterion8.4 e)NPOs considered OSs are required to keep track of operations or daily transactions
of purchase and/or sale of products as well as the provision of services, delivery, shipping, reception, income
or expenditure ofunds (as applicable). The definition of customers extends to beneficiaries and associated
NPOs Art. 2 Regulation CLD).

CT100. Criterion 8.4 f)The obligation to keep for 5 years (lmitation period) books, documents and files,

or computer systems that Relatdheir economic and financial activities is established (Arts. 76 and 112,

120.2, Tax Code) and that information wil be available to the competent authorities (AML Law, Arts. 23,
28. 33 and 34, CPP, Art. 319)

CT101. Criterion 8.5Administrative penatlties are eslished as those contained in Arts. 31 and 33.g of
the AML Law Art. 19 of the PRFT, and Arts and 93 and 94 paragraph 4 of the Tax Code. Just as criminal
offences, seitoncealment (CP, Art. 474), disobedience (CP, Art. 414), and obstruction of justic8.¢Ar

Law Against Organized Crime)

CT102. Criterion 8.6 The IVE has legal capacity to obtain timely information from NPOs (AML Law and
Law 2833 PRFT, Art 34). In its analysis, the IVE, in reports typologies issued in 2013 and 2014 identified
the typologies n which the NPOs have been used for activities related to ML or other active operations, that
was not the case for FT where cases of use thereof hateemdetected nationwide. Additionally, the
PPO, in charge of the criminal prosecution and assetitimé, is entitled to access to information on NPOs
(CPP, Art. 319 and LED, Art 17).

CT103. I n addition, t he 6l nterinstitutional Agr eem
mechanisms for the exchange of information between the authorities of the CORRE@nd invited

institutions that include relevant authorities in the fight against ML/TF. The SAT is empowered to require
information to NPOs on their affected or exempted activities in accordance with the provisions in the Arts.

30 and 112axiCédeé and dttha shme tinfe working with the IVE and PPO in accordance with

the above. NPOs funded by the State or through public collection, are subject to control by the CGC.

CT104. Criterion 8.7 Guatemala has signed eight (8) bilateral agreements for tharege of information
on tax matters and the Convention on Mutual Administrative Assistance in Tax Matters, which are part of
more than 80 jurisdictions. Itis also part of the Convention on Mutual Assistance and Technical Cooperation
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between the Tax and &oms Administrations of Central America. These agreements define the competent
authorities and procedures to make or respond requests for information. The PPO provides legal assistance
to authorities in other countries, in accordance with internatiogall Iestruments (see Recommendations
36-38).

Weighting and conclusion

CT105. Guatemala has a legal framework to prevent abuse of NPOs and mostly meets the criteria set out
in Recommendation &ecommendation 8 is rated as largely compliant.

Recommendation 9 - Secrecy laws of financial institutions

CT106. Criterion9.1The AML Law establishes in Art. 28 that the OSs must provide the IVE information
which it may request in the manner and time established in the regulations in relation to data and
documentation refeed to in above items, for the purposes of this law, so states that may not oppose violation
of confidentialty of any nature, imposed by law or contract, information that the OSs, should provide the
competent authorities in compliance with this law orhef implementing regulations.

CT107. Likewise, Arts. 33 and 34 of the AML Law establish functions of the IVE and mutual legal

assistance respectively establishing capabilitie:
as Art. No. 63 of the LawroBanks and Financial Groups that exempts from limitihg confidentialty of
operations.

Weighting and conclusion

CT108. Guatemala meets all the criteria of this Recommendafmcommendation 9 is rated as
Compliant.

Recommendation 10 - Customer due diligence

CT109. Criterion 10.1As established by the AML Law, the OSs may not establish anonymous accounts
or accounts under fictitious or inaccurate names (Art. 20). In the case-oégistered accounts, the
corresponding record of the natural or legal person with wthemelationship (Art. 21) is established must

be kept.

CT110. Criterion10.20bligations on customer due diigence (CDD) are established in the AML Law (Art.

19). Regulation of the AML Law states that the OSs should design and implement measures to identify an
know their customers (Art. 20). It is set as an obligation to keep records on people with whom business or
trade relations are established, whether regular or occasional customers, as well as the operations with them
(AML Law, Art. 21), for which the IVEdesigns the respective formats. The OSs will have the responsibility

to keep a daily record of every transaction that takes place in cash exceeding the amount of USD 10,000 or
its equivalent in national currency (AML Law, Article 24); these records steulkent monthly to the IVE

(AML Law, Art.14). While the existence of a threshold for recordipgrations wapreviously mentioned

all CDD measures are applied to all operations, regardless of the threshold mentioned above.

CT111. The AML Law provides that th©Ss should reliably verify the identity, company name, marital

status, address, nationality, personality, legal personalty and capacity information to be included in records
and should be reviewed and updated at least annually (Art. 21).
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CT112. Criterion 10.3As previously mentioned, OSs should keep a record on the persons, both individuals
and legal entties, with whom they establish occasional ragdlar business relations, as wel as to
unequivocally verify the identity and other information. In this lifgrmat IVEIRS-01 should include a

copy of the identification document of the requesting and signing parties.

CT113. Criterion 10.4As stated by the Art. 22 of the AML Law, OSs shall take the necessary measures to
obtain, update and verify information about ithentity of third parties on whose behalf an accountis opened

or a transaction is carried out, where there is doubt about who may be acting on their own behalf or do so for
the benefit of another third party, particularly in the case of legal persondontmat carry out commercial,
financial or industrial operations in the country or country where its domicile is located. Based on the above,
the forms IVEIR-01 and IVEIR-02 include requests for information about whether acting on their own
behalf or on bhalf of a third party, in which case they must provide information on the natural or legal
person on whose behalf they act.

CT114. Criterion 10.5Laws and regulations in Guatemala provide for financial institutions to identify
beneficial ownership as this @&iion states, since when an account is opened for a third party, operations are
being carried out, or there are suspicions of operations for the benefit of third parties, OSs must apply
measures to gather, update and verify information on the identitye dieneficiary of these transactions.

This is set forth in Art. 22 of the AML Law. As for legal persons, the relevant application forms include
information on the members of the board of directors, management board, manager and shareholders, aswell
as thdegal representative.

CT115. Criterion 10.6The IVE-IOS-01 and IVEIOS-02 forms, set forth pursuant to Art. 21 of AML Law,

Art. 12 of AML Law Rule and IVE Official Letter 2373013, include between information that is required

for starting economic relationsfarmation on customer activity and their approximate monthly income and
expenses. I n addition, Annex A. |l iProducts and ¢
source of funds, average monthly amount of handing products or services as el purpose and
destination of the funds.

CT116. Criterion 10.7Under the terms of Art. 23 of the AML Law, the recoreferredArts. 20, 21 and

22, which establish the CDD measures, should be kept up to date during the term of the business relationship
and kept for at least five (5) years after the end of the relationship; Likewise, it is also important to remember
that Art. 20 states that data on the registration form should be reviewed and, if appropriate, updated at least
once a year. To complement this,t Ak2 of the Regulations of the AML Law provides that the OSs must
ensure that thabovementionedrecord is updated and may not transact with customers who do not provide
the required information and documentation in a tinmgnner.

CT117. Regulated entitiesmust pay attention to transactions carried out or attempted by customers,
especially those considered complex, unusual, significant, regular, with no apparent economic or legal basis,
as well as unusual patterns of transactions of the customer, whic &ieotdported immediately to the

IVE.

CT118. Criterion 10.8Pursuant to Art. 21 of AML Law and Art. 12 of AML Law regulations, NE&E-02

form and the instructions provided for in IVE Official Letter 2283 must be used. This is regarded as
required informatin on the main economic activity or purpose of the entity and the information of the
members of the board of directors, management board or administrator, as well as data related to shareholders
or partners with a 10% stock or greater, which should beirkegtords when the response is positive. Other

data to be entered on the form include the country location of suppliers and customers, the number of
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subsidiaries, agencies or offices that have that entity, number of employees and estimated revenues and
expenditures of their stated activities.

CT119. Criterion 10.9As established in the provisions of Art. 19 of the AML Law, regulated entities
should take measures to prevent misuse of their products and services in the crime of money laundering,
including the imm@mentation of policies know and identify the customer, whether natural or legal person;
additionally, the Art. 21 establishes the need to verify the identity, company name or title of the person,
activity, address, nationality, personality, legal capaanitgt personality as well as proof of income, legal
residence and immigration status if the representative of the legal person is not resident in Guatemala. For
the above described effects, IVE form@R states in paragraph 8 of the list of documents titthehed to

the form, including the identification documents of the signatories of the account and the appointment of a
duly registeredegal representativdn addition, information should be provided on all shareholders with a
stake of ten percent (10%) greater, as well as members of the Board of Directors, Management Board or
Sole Administrator.

CT120. Criterion 10.10Art. 22 of the AML Law states that the OSs wil have the responsibility for taking
measures to obtain information on the identity of thesqes for whose benefit accounts are opened or
operations are carried out. Form IME-02 should be used to identify all shareholders with a stake equal to
or greater than 10% within the legal person.

CT121. On the other hand, through the IVE Official Letters M&71/44722014, OSs are instructed to
implement policies and procedures for detecting and identifying the beneficial ownership of legal persons
and/or legal structures. According to the trades in question, when the beneficiary cannot be identified using
the majority stake in the ownership of the legal person, the regulated entity has a responsibility to implement
reasonable procedures it deems necessary to identify individuals exercising control of a legal person, or
directors and management officials.

CT122. Criterion10.11ltis important to remember that in Guatemala only banking institutions established

in the country are authorized to act as trustees, this according to the Art.768 of the Commercial Code of
Guatemala; also by the Official Letter IVE. No. 440014 OSs are instructed to adopt procedures to know

and identify the beneficial ownership of persons and/or legal structures, which states that the OSs should
adopt controls to determine the identity of the settlor, the trustee, beneficiaries and anmydetdea |

person exercising control over the trust; in the case of the trustees, these may be identified prior to the benefit
claim. Said Official Letter also notes that the legal structures with similar characteristics and functions to
those of the trst, the controls and procedures referred to above shall apply.

CT123. Criterion 10.12In addition to the general CDD measures set out in the AML Act and its
Regulations, through the Official Letter IVE. No. 128815 through which insurers were informed on using

the IVEEASS01 and IVEASS02 forms (for natural and legal persons, respectively), the-35R/E
registration form to start relationships or addition of insurance and instructions for the use of such forms.
Also, through the Official Letter IVE no. 134015 Insurance Intermediaries, who were incorporated as
OSs by AG No. 442013, were instructed to update the forms for registration of the beginning of the
business relationship or addition of insurance and instructed application adfatiementionedforms for
insurance companies.

CT124. The information of the beneficiaries of the insurance policies should be required, as established in
the AProcedure for Registration of I nsu+tlhade Pl a
the Superintendent ofdBiks.

CT125. Criterion 10.13The Official Letter IVE No. 103@013, indicates as measures that should be
implemented by the OSs for the acceptance and continuity of relationships with PEPs, in paragraph 3.3, that
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if the OSs state that the beneficial owner ofe ihsurance policy is a PEP, it should conduct a deeper
analysis of the entire business relationship with the policyholder, however it seems to be the only case where
the law requires greater CDD measures according to this criterion. In this regard ¥XnBeneficiary of

the forms to start relationships IVASR-32, IVE-ASS01 and IVEASS-02 requires beneficiary information

other than the applicant, life insurance and damage. Also, by Official Letters IVE Nos. 4471 a@0144172
instructed regulated itisitions to implement policies and procedures to meet and identify the beneficial
owner of legal persons and/or legal structures.

CT126. Criterion 10.14- 10.15Art. 12 of the Regulations of the AML Law states that the OSs may not
conduct any transactions witlustomers that do not provide timely information and documentation required
as part of the CDD policy. Notwithstanding the foregoing, Official Letter No. IVEQI® instructed banks,
insurance companies, Storage Installations, Brokerage Firms, Coapgraivedit Card issuers and
managers, Financial Companies, -Sffore Banks and the Insured Mortgage Funds to adopt necessary
measures with respect to companies in formation with whom they initiate business relationship for them to,
considering the risk tavhich they may be subject, complete the corresponding documentary collection within
sixty (60) days of the registration of the company with the REMER.

CT127. Criterion 10.16As set out in Art. 20 of the Regulations of the AML Law, the OSs should review
and updat the information contained in the customer record at least once a year, thus implementing due
diigence measures to relationships with existing customers.

CT128. Criterion 10.17As provided by Article 19 of the AML Law, the OSs must implement programs,
policies procedures, and appropriate controls to prevent misuse of their services; derived from this, the
Official Letter IVE No. 4342009, by which banks, finance companies and offshore banks were provided
with SBR Guide No. 01/ 09 nioRey eritheVesseta ane temoristtfinaicing | a u
LD/ TF A seeks that these institutions i mplement r
services, customers, distribution channels and geographic areas, designed to identify, measueaccontrol
monitor them.

CT129. Criterion 10.18Through the Official Letter IVE No. 722011, it instructed banks, finance
companies, offshore banks, credit unions, money exchange, brokerage, warehousing and credit card issuers
on the fARequirememntess d&md dihmplsitfaretd oheasd ati onso
startiVEIRS0 1060 applicable to customers with |l ow transa
industry the relevant form it is the IVESR-32 and for insurance intermediarig$s the IVEASR-27.

CT130. Criterion 10.19As established by Art.12 of the Regulations of the AML Law, the OSs cannot
transact with customers that do not provide timely information and/or documentation as required by law and
regulations. Also, by Official Lé¢r IVE 14202013 banks and offshore banks were instructed to maintain
procedures to know and identify their customers, and to monitor and regularly update and verify the
information.

CT131. Criterion 10.20Guatemalan regulation does not provide exceptionset€ibD; however, it does
include the obligation to report all transactions identified as unusual or suspicious (AML Law, Art. 26).
However, for the specific case raisedin the criterion, there appears to be no provision requiring the obligation
referred.

Weighting and conclusion
CT132. Regulation of Guatemala is fairly complete with respect to CDD obligations provided for in the
Standards, noting only minor deficiencies such as the fact that there does not seem to be any standard for

financial institutions taefrain from performing a CDD in case of reasonable suspicion of ML/FT and to
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request a STR, and that the current legal framework does not fully address the criterion to include the
beneficiary of a lfe insurance polcy as a major risk factor for detewnimajor CDD measures.
Recommendation 10 rates as Largely Compliant.

Recommendation 11 - Recordkeeping

CT133. Criterion 11.1According to the provisions of Art. 21 of the AML Law, the OSs must keep arecord

of the individual or legal persons with whom thestablish business or trade relations, either occasionally

or regularly, as well as performing operations with them. The aforementioned Art. 21 gives special emphasis
on the operations of opening accounts, fiduciary transactions, renting of safe depmsibrbexecution of
transactions above the threshold of ten thousand US dollars or its equivalent in national currency. Such
records shall be kept I the formats available to the IVE.

CT134. Conservation of the records is established in Art. 23 of the Act itgbkith states that they must

be updated for the duration of the business relationship and kept for a minimum period of five years following
the completion of the transaction or closing the account. In addition, Art. 13 of the Regulations of the AML
Law staes that the records should be sorted based on an appropriate system file so that they could meet the
requirements from the competent authorities. Also, it must inform the IVE one month in advance of the
intention to bring about the destruction of recoriisrdhe minimum legal deadline. The latter provision is

also contained in the instructions to the OSs, through the IVE Official Lettei21818 2 |, Al nstruct
Compliance Regulations Relating to Money Laundering or other assets and Terrorist Fianding gat i on s
which states that the information to be destroyed should be described and must include a detailed inventory
of it. However, the instruction itself indicates that compliance with the minimum period does not relieve the
person to be requiredush information or notice to the IVE, nor is an authorization to carry out the
destruction, which is done under the responsibility of the regulated entity.

CT135. Criterion 11.2As established in the aforementioned Art. 21 of the AML Law, the liable persons
mustverify the identity, company name or title of the person, age, occupation or social object, marital status,
address, nationality, personaliy, legal capacity and personality of those with whom a commercial or business
relationship, whether regular or osi@nal customer, Art. 8, registration of unusual transactions, states that
for compliance with the provisions in articles 26 AML Law, 15 Regulations, 16 of the PRFT Law and 7 of

its Rules of Procedure, the OSs, through the Compliance Officer, shall examseal transactions to
determine whether they have the character of suspicious, and open a file which may consist in physical
documents, magnetic media or any other electronic device, assigning an identification number for subsequent
procedures. This nuser must be assigned consecutively, being at the discretion of the OSs how to take that
control and implementation of the necessary mechanisms for better control antigrathfiles that are
created. All supporting documentation is kept on record, sashform for starup relations and required
supporting documents, and copies of documents that support the transactions and reports and analysis on
documentation. Additionally, the file must contain a report of the analysis carried out by the Compliance
Officer, which indicates the conclusion reached on the nature of the transaction and the actions to be taken
in relation to it.

CT136. Criterion 11.3Art. 23 of the LCD Act provides that records shall be kept up to date during the term
of the commercial relati@hip and for a minimum of five years, including all the information that allows
reconstruction of operations.

CT137. Criterion 11.4Art. 28 of the AML Law states that the OSs must provide the IVE the information
requested in the form and within the term deteeatiby the authority, enabling them to request an extension
when there is reasonable justification about the impossibility of presenting information within the deadline,
which must be requested in due time and resolved before the end of the origindlotettmese purposes,
provisions of Art. 13 of the Regulations of the AML Law are also relevant, which state the requirement for
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an appropriate systemfile sothat the OSs can use the records efficiently and to meet the requirements of the
competent authois.

Weighting and conclusion

CT138. Guatemala meets all the requirements of this Recommendasmommendation 11 is rated as
Compliant.

Recommendation 12 - PEPs

CT139. Criterion 12.10verall, Art.19 of the UNCCD law states in item d) that the OSs should implement
measures to know and identify their customers, in addition to that, the Art.20 of the Regulations states the
OSs must obtain generalinformation of its customers, same shall be updated atleast once a year. Specifically
in relation to politically exposepersons (PEP), not only foreign but also domestic, the IVE No. 1030 issued

the IVE Official Letter No. 1032013, which in turn replaces other official letters issued in 2009, informing
financi al companies of 't he davéheldantimpartant pablic ofice REP a
Guatemala or in another country, or any person who is or has been entrusted with a prominent role in an
international organization and the leaders of national poltical parties and other country for their profie are
exposed to risks to their Ilevel or hierarchical
not conduct transactions with customers that do not provide, in a timely manner, information and
documentation that is required.

CT140. Annexeso the aforementioned Official Letters establish measures that should be implemented to
accept and give continuity to the commercial and business relationships with PEPs, even when they could
be acting through a third party; at the beginning of the busiedetionship the procedures of due diigence

should be followed and establish whether the person is a PEP. To start these relationships, they must have
the approval of management officials designated by the Management Board or the Board of Directors, whic
shall be under the supervision of the Compliance Officer; this obligation also extends to the entire duration
of the business relationship and identification within customers if any of them acquires the status of PEP.

CT141. Regarding measures to establish gbarce of funds, the instruction states that the OS may, in its
judgment, request information or documentation to verify the origin of the funds. Also, the person must be
based on arisk analysis to determine what amounts are considered as elevatitingotise reasonable
income of a PEP. However, the regulatory framework does not refer to the requirement of the standard on
the adoption of reasonable measures to establish the source of wealth.

CT142. Criterion 12.2As stated in the instruction issued for tB8s, the abovenentioned measures are
implemented to determine commercial and business with PEP relationships even when they could have been
carried out through third parties, so the PEP would be the beneficiary of operations or products.

CT143. Criterion 12.3In terms of IVE Official Letter 103@013 policies, standards, procedures and
internal controls related to PEPs should also apply to persons who are close associates of PEPs. In addition,
preventive measures are extended to the relatives and close assogiptofessional, political, commercial

or business reasons.

CT144. Criterion 12.4The provisions identified above in relation to the identification and continuation of
business relations and trade are applicable to all OSs.

Weighting and conclusion
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CT145. Laws anl regulations require reporting subjects to implement measures to know and identify
customers and to establish the measures to acceptand continue to trade and business relationships with PEPs,
however, this does not seemto include the requirement tog¢akenable measures to establish the source

of wealth as indicated by the standard criteria, 12.1 and 12.2 in cases of higher risk business relationships.
Recommendation 12 is rated as Largely Compliant.

Recommendation 13 - Correspondent banking

CT146. Criterion 13.1Through the IVE Official Letter 1118014 banks and offshore institutions were
issued the AiBasic Guide Prevention Services Col
subsidiaries abroado, replacing on theaboyementioned us | y
guidelines, the correspondent institution must perform a due diigence on the represented institution so that

it is possible to minimize the risk of being used for AML/CFT activities and assess that the institution be
located in a jusdiction subject to regulation in the field and have an oversight body. Meanwhile, all
correspondent institutions should implement programs, policies, procedures and controls to prevent the use
of their correspondent banking services for ML/TF activities

CT147. The information that the Guide expressly states that should be evaluated includes, inter alia:

1 The country where the respondent institution is located,;

1 The ownership structure and those who are part of or direct to the institution, consideringtitile iden
of shareholders and owners, members of the management body, the presence of people defined as
PEPs and AML/CFT regulation of the country where its shares are traded,;

1 Type of business in which it operates and its target market;

1 The existence of regulatly legislation on AML/CFT and represented the institution has not been the
subject of an investigation for ML/TF; Y

1 The controls on AML/CFT.

CT148. Criterion 13.2Section 3. 2.8 of the Guide on Correspc
accountsinotherplc es, 0 states that a correspondent financ
confirm that the respondent institution has applied due diigence measures for customers who have direct
access to their accounts, as well as an expanded diigemdigh risk customers; Also, it verifies that it is

able to provide relevant information about the customer due diigence when required.

CT149. Criterion13.3The af orementioned guide, in paragraph
b a n k s otly statgs that carrespondent institutions should refrain from providing their services to shell
banks and prevent the represented institution from allowing its services to be used by such institutions.

Weighting and conclusion

CT150. Guatemala meets all thequirements of this Recommendatié®e commendation 13 rates as
Compliant.

Recommendation 14 - Money transfer services or securities

CT151. Criterion 14.1Service providers of transfer of money or securities (STDV) are OSs, in terms of
Art.18 of the AML Law ad Art.5 of the Regulations of the Act. As such, Art. 7 of the Regulations indicates
the need for any liable person, including providers of STDV to send general information through the forms
established by the IVE for this purpose, and report on changhe tgeneral data have been reported.
Furthermore, the Regulations of the PRFT Act provides in Art.16 that the OSs that were created after the
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entry into force of the law against ML/TF must register, using the relevant format, within fifteen days after
its entry into operations.

CT152. Criterion 14.2Failure by the OSs to comply with their obligations can lead to sanctions like fines

of USD 10,000 up to USD 50,000 or its equivalent in national currency, depending on the severity the fact,
in addition to fulfiling the obligation which derived the sanction, this rule limits the range of administrative
pecuniary sanctions that would not provide the possibility in all cases to have the desired characteristic of
deterrence and especially proportionality. Such faibcides faiure or delay in sending initial information

for registration and/or enrolment referred to the Law.

CT153. Criterion 14.3Inits capacity as OSs, as it is established by the provisions of the AML Law and
PRFT Law, providers of STDV are subject to namig, supervision, recordkeeping, reporting and other
obligations indicated for such entities and people.

CT154. Criterion 14.4Although in practice agencies are recorded by the Portal of Regulated Entities,
legislation and regulations in force do not makeli@kpeference to the need for these agencies to register,
except the mention of that STDV providers are regulated entities as required by the AML Law

CT155. Criterion 14.5Based on Article 19 of the AML Law, the OSs must implement programs,
procedures and tiernal controls designed to prevent misuse of their services and products for ML/TF
activities. In addition, to comply with the above, the Superintendent of Banks issued the ML/TF Risk
Management Guide.

CT156. For the specific effects of those OSs that are améwbto offer their services through third parties

such as agencies, Annex 4 of the Guide, which states that the Compliance Program should be known and
implemented by all staff of the Regulated Entity. With regard to the compliance program that Aregex stat
verbatim that when the liable personis allowed to use third parties to offer their products or services, the
third party must comply with each and every one of the programs, policies, procedures and controls
approved, although the ultimate respongibiior compliance will be the Regulated Entity.

Weighting and conclusion

CT157. Compliance with the standard is not full by the factthat legislation and regulations do not explicitly
refer to the obligation of the agents of STDV providers to have licensgistration and establish a margin
possibiity of pecuniary sanctions to regulated entities that does not meet the characteristic of being
proportional and dissuasivRe commendation 14 rate s as Partially Compliant.

Recommendation 15 - New technologies
CT158. Criterion15.1SBR Gui de No. 01/09 ARI SK MANAGEMENT L

434-2009, for banks, finance companies and-Etbre banks collects the necessary guidelines to guide
entities, to implement a mechanism that allows them to manage tleefrisk ML / T F, and sectic

16 As subsequent to the visit of EM we can denote that by Official Letter IVE-B01& instructed to RSs "Guidelines

for Risk Management LD/TF" in Section 2.1.3 "Channels Risk Factor Digiwib, they are setto implement measures
when they use third parties to provide products and services (brokers, agentsagests). Also, by Official Letter

IVE no. 12752016 were instructed "Measures for the Prevention of ML or Other Assets and Rerfutance
Service." However, this information is outside the scope of the Mutual Evaluation, which scope is limited to the last
day of the site visit.
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of Products and Serviceso mentions the need for
innovative productsad s ervicesodtambheughditedoesepference t
by techm | ogi c al means. Additionally, section 4.1.3 i
related to technological innovation, as they are carried out with an accelerated rate. The general guidelines,
established on Compliance Programs, estathiismeed for products and services offered for preparation of
this program are considered. I n addition, the fARe
by Resolution JM66-2011 of May 27, 2011 JM request of the SIB, aims to regulateitivaum aspects to

be observed by banks, financial companies, the offshore entities or offshore entities authorized to operate in
Guatemala and companies specializing in financial services that are part of a financial group, with respect to
comprehensive sk management, among which includes the obligation of the entities to have a risk Unit
which among other things shoudthalyzethe risk of new products and services offered by the business units
services, including businesses that are not face talface.

CT159. Notwithstanding the above mentioned, the criterion 15.1 states that countries should identify and
assess the risks of ML/TF related to new practices or new products, which is not expressed in the laws of
Guatemala. In addition, regulations or guidelinesuesl to the OSs are not explicit in the obligation for
regulated institutions tanalyzethe risks of ML/TF for the development of new products or practices,
including delivery mechanisms and use of new technologies, or is necesaaalytte and managero

mitigate these preeleasesr offering such product or service risks.

CT160. Criterion 15.2In addition to what is mentioned in the previous criterion, related to this regarding
the regulatory framework, the Monetary Board of Guatemala issued Resolution2he@110dated August

17th, 2011, including the rules for the technological risk management, establishing that the Risk Management
Unit, which supports the technological risks management committee, must enforce technological risk
management. The specific fitions of this body are to take pertinent measures to handle and mitigate risks.

It should be noted that regulations currently in force do not require or expressly provide for the performance
of risk assessments prior to the effective use of such progwatdices and technologies as demanded by

this standard criterion.

Weighting and conclusion

CT161. The specific requirements of the criteria are not properly considered because the aforementioned
rules do not make direct reference to the use of new tecla®log developing technologies for new
products or existing products and the fact that the existing legal framework establishes theanagddo

the risks of ML/TF for the development of new products or practices, including delivery mechanisms and
use & new technologiess either unclear, or ttis necessarnataalyzeand manage or mitigate those risks

prior to the launch or offering of such a product or service, by the country or oblgated persons.
Recommendation 15 rate s as Partially Compliant.

Recommendation 16 - Wire transfers

CT162. Criteria 16.1- 16.2According to the provisions of Article 17 of the PRFT Act, for carrying out
transfers, OSs should gather adequate and meaningful information regarding the person originating the

171t is worth noting that aftertheemi t € visit a specific sect ibotmintoemewinew t
Guidance on MU/TF Risk Management and the Guidelines for Managing ML/TF risks. Both documents were
notified to RSs by means of IVE Official Letters N° 328H.5,41252015,42842015, 4362015 y 32016.
Nonetheless, this information fallsubof the scope of the MutuBValuation Reportwhich is limited to the
date of the ossite visit.
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transferwhichshould reman wi t h t he transfer or message regarc
and meaningful informationodo includes, in terms o
payer, the personal identification of the beneficiary, the atrmitthe transaction, the account number or an
identification number for the transfétersonalyj dent i f i abl e data require 0fs
address, place and date of birth and identity card number (and beneficiary). Transactionsothedrdain

all the information will be regarded as suspicious and be reported to the IVE. Importantly, the Act does not
distinguish the amount of the transaction for the information to accompany the payment chain. Regulation
only makes reference to the acat number, but does not indicate if the original, the beneficiary or both. In
December 2008 Form IVEF-21 Registration Transfer Funds equal to or greater than USD $ 2,000.00 or

its equivalent in another currency, which applies to banks, financialiiiosi#, Offshore banks, Remittance

and Cooperatives took effect. The aforementioned threshold is not consistent with the provisions of the FATF
standarep.

CT163. Criteria 16.3- 16.4There are no requirements for electronic transfers set out below USD*$ 1000

CT164. Criterion 16.5As explained in the relevant response to the Criteria 16.6.3, information
collected by the OSs should remain with the transfer throughout the payment chain, whether domestic or
international.

CT165. Criterion 16.6The relevant information ltained, as required by Art.17 of the PRFT Law can be
requested at any time by the IVE, and it must be provided in a timely manner, this according with Art.28 of
the AML Law.

CT166. Criterion16.7As mentioned in the responseltvaltofew
includes the personal identification of the payer, the personal identification of the beneficiary, the amount of
the transaction information is collected, the account number or an identification number for the transfer. In
addition, origimtors financial institutions are subject to the provisions of Art.21 of the AML Law, under

which information regarding the nature and legal persons with whom they transact should be collected.

CT167. Criterion 16.8No explicit requirement that states that timaficial institutions should not perform
the electronic transfer if does not meet the criteria-16.7.

CT168. Criterion 16.9According to the provisions in response to the Criteria 14.6.2, adequate and
meaningful information gathered about the personnatigg the transfer should remain with the transfer
throughout the payment chain.

CT169. Criterion 16.10For these purposes, although there is no specific scenario under which information
about the originator or beneficiary is not available due to technidgtions, obligations recordkeeping

and conservation for the duration of the relationship business or a minimum period of five years, as well as
notification of the destruction of the file, apply. Additionally, the AML Law Art. 21 indicates to maintain a

18]t is noteworthy that after then-site visit the newInstructions for the Preparation of the Electronic Archive for the
Monthly Report Funds Transfemias issuedh which, startingJune 2016 tsubmit theform IVE-TF-21 must refer
consider remittances greater than or equal to USD300.00 or its equivalent in another currency and transfer
(international, local or batch) greater than or equal to USD1,000u0@sfor its equivalent in another currenoyst

be referredwhich are carried outin one or more transactions during a calendar month, by IVE N4g018/4ffice.
However, this information is outside the scope of the MulwaluationReport whose scogis limited to the last day

of the site visit date

191n 2016, after then-site visit, Official Letter No. IVE. 1272016 instructed'Measures for the Prevention of Money
Laundering or Other Assets and Financing of Terrorism for Remittance Serkig@éver, this information is outthe

scope of the MutudivaluationReport whose scopeis limited to the lastday of the site visit date.
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special register of the persons with whom business relations are established, whether they are occasional or
regular, and transactions carried out with them.

CT170. Criterion 16.11Legislation and regulations state that information about the originator and the
recipient of the transfer must be collected and, if no such information exists, said transactions are to be
considered as suspicious transactions and reported to the IVE.

CT171. Criterion 16.12- 16.3The OSs, subject to the provisions of Art.17 of the PRFT Lhayld pay
particular attention to transfers that do not contain all required information. In addition, the Official Letter
IVE 39522015 states that higiisk transactions should lm®nsideredpoth origin and destination such as
nationalty of the payeor beneficiary and provides that in case of suspicious consider, they should be
reported to the IVE.

CT172. Criterion 16.14The information from both the originator and the beneficiary are verified, based
on what is established in Art.17 of the PRFT Law, regasdbf the amount of the transfer.

CT173. Criterion16.15T hr ough Gui de SBR No. 01/ 09 ARisk Manas
Assets and Financing of TerroristD/TF-0 bank s, f i n a n cShorechankspvara infemsed a n d
on measures to guide the eatti to implement a mechanism that would allow them to manage the risk of
ML/TF, to which their products, services, customers, distribution channels and geographic areas where they
have presence are exposed; in order to identify, measure, control and,soctorisk; however, the current

rules do not refer to guidelines or guides that the entities referred above should comply for execution,
rejection or suspension of transfers that lack the information specified in standard criteria.

CT174. Criterion 16.16STDV providers are subject to all the obligations that the AML Law, the PRFT
Act and their respective regulations and other relevant laws, have established for OSs.

CT175. Criterion 16.17As noted above, the OSs should pay special attention to all complex, unusual,
significant, periodic transactions, or those that may not have obvious economic or legal basis, in which case
it must notify the IVE; providers of STDV are referred as regulated entities in the regulations against ML/TF,
all the obligations under such rel@pply as with all the financial regulated entities.

CT176. Criterion 16.18Through the IVE Official Letter 2682013 OSs are instructed to strengthen their
policies, programs, rules, procedures and controls, with special emphasis on the resolutions of United
Nations Security Council (UNSC); also by Official Letter IVE No. 3@0345 precautionary measures
ordered by the PPO for individuals and entities designated under UNSCR were notified.

Weighting and conclusion

CT177. While there are legal provisions, the threldH{USD $ 2000) is higher than the standard set by the
FATF. Addiionally, there seem no legal provisions to address the criteria 16.3, 16.4 and 16.18.

Recommendation 16 is rated as Partially Compliant.
Recommendation 17 - Dependence on third parties

CT178. Criterion 17.1Resoluton JIM652 010 by which the ARegulations
and performance of service through banking agent s
entities are allowed to perform, Article 7, under whibbre is no delegation of opening of accounts or
customer due diigence. Furthermore, Article 9 of that regulation states that banks wil be directly responsible

for fuffiling the obligations under the rules against ML/TF.

129



Mutual Evaluation Report of Guatemala § SATE

CT179. Additionally, Official Letter No. IVE. 39552015 became knowledge to banks, finance companies

and banks OfShor e, ARI SK MANAGEMENT MONEY OR OTHER A
FINANCING-LD/TF-0 t his guide determines that for produc
entites must evaate Risk of MLTF,e speci ally in section | V. Know Yol
Manual Structureo indicated that if the responsitk
products and/or services, third party will have to plgnwith each and every one of the programs, policies,
standards, procedures and appropriate internal controls that are approved. Notwithstanding the foregoing, it

is the responsibility of the regulated entity to ensure that third parties comply withothsops of the
Compliance Program.

CT180. Criteria 17.1 acThe obligations contained in these criteria are not established in the said Guide.
CT181. Criterion 17.2There are no legal provisions on this specific criterion.

CT182. Criterion 17.3Art. 19 of the AML Law prowes the OSs with the mandate to adopt, develop and
implement programs, policies, procedures and appropriate internal controls to prevent misuse of their
services and products in money launderagivities. Therefore, the regulated entities must compig a

ensure all obligations conferred by the legislation against money laundering or other assets and to prevent
and suppress the financing of terrorism, regardless of the medium they use. The Official Letter IVE No.
17832012, notes that financial groups ynase established procedures, in order to collect and update
information and documentation related to the registration of their customers, who must implement Forms
designed by the IVE, for the purposes of compliance with the obligations referred to2i éfrthe AML

Law and 12 of its Rules of regulated institutions that are part of financial groups.

Weighting and conclusion

CT183. While there are legal provisions that address the dependence on third parties, they do not appear to
adequately address the eria of the standard, in particular as regards the critedalal and 17.2.
Recommendation 17 is rated as Partially Compliant.

Recommendation 18 - Internal controls and foreign branches and subsidiaries

CT184. Criterion 18.1The OSs have the duty to implenmt programs, rules, procedures and appropriate
internal controls to prevent misuse of their services and products in money laundering activities; for such
purposes, Article 19 of the Law states as AML obligations: to have procedures to ensure a high level
integrity of personnel with knowledge of the background; to have ongoing training and instruction regarding
responsibilities under the Act, detection skills operations potentially linked to ML/TF; establishment of
mechanisms to verify compliance augibgrams and standards; the formulation of measures of KYC and
customer identification, and; the appointment of management level officials in charge of monitoring
compliance programs and internal compliance procedures with the obligations of the Achamohication

of transactions to be made to the IVE.

CT185. In addition to the considerations above, the Regulations of the AML Law and PRFT Law provide
more details on these aspects. Article 6 of the Regulation of the PRFT Law indicates the characteristics that
must be met by the official designated as compliance officer of the OSs, indicating that they must have
unique functions within the entity, have a person to replace him/her in case of temporary absence andto be
a person with sufficient authority and hiezly; Art. 10 of the Regulations of the AML Law states that the

OSs must keep a record of each of its employees, pursuant to Art. 19 of the Act, with the most relevant
aspects, and should be updated at least once a year; Art. 22 of the Regulations df then/dthtes that

one of the powers of compliance officers is organizing training on issues related to the prevention and
detection of money laundering, which must report semually to the IVE ; and the Arts. 11 of both
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Regulations indicate internal augrograms to be included to assess the effectiveness of programs, policies
and procedures for AML/CFT.

CT186. Criterion 18.2The Financial Supervision Actin Art. 1 states financial groups as entities under the
supervision and inspection of ti&iperintendencef Banks,while Art. 18 of AML Law designated those
entities under the monitoring and inspection of Sperintendencef Banks as OSs. Specifically, through

the IVE Official Letterl782012 the entities that make financial groups were informed thaintbg use
established procedures to collect and update information and customer registration documentation, for which
it establishes a series of actions to faciltate the use of the forms established by the IVE for customer
registration by the OSs.

CT187. Criterion 18.3For the establishment of branches of foreign banks, the Art. 14 of the Law on Banks

and Financial Groups states that the country where the branch is to be established must be supervised, so that
it can made a consolidated basis. The relevantgiwosi are contained in the Office IVE No.83J09,
whereby the fiBasic Guide Prevention Services Corr
and Subsidiaries?o, which states the respabmadi bil it
in mind so that they meet standards of prevention of money laundering or terrorist financing, so as not to
endanger the entity, customers, shareholders or the financial stabilty of the host country. Also, the OSs
should take steps to ensure thairthranches and subsidiaries observe and comply with AML/CFT measures

to the extent that the host country so permits; in cases where the AML/CFT of the country where the branch
or subsidiary is located differ from those of the headquarters, should reguiches for the highest standard

to be applied, to the extent that local laws and regulations permit so, and report whether due to local laws or
regulations, they are not able to comply with AML/CFT standards.

CT188. Through IVE Official Letter 2622013 banksand offshore entities were instructed to follow the
AfBasic Guide to Prevention and Detection of ML a
iwhich states that the OSs must respect tehhe prin
type of due diigence or enhanceddue diigence applied. It also instructs them for their branches, subsidiarie s
and affiiates to comply with the provisions of the host country AML/TF, trying to consider the
implementation of programs, policies, pealures and internal controls, and the appointment of compliance
officer. According to the Guide, the OSs should inform the IVE when their branches or subsidiaries may or
may not have difficulties in meeting standards in this area because the laws damibmegaf the host

country does not permit, while it must implement additional measures to manage risk ML/TF.

CT189. Inthe case of leasing, brokerage firms, forex trading companies, check cashing, money transfers,
factoring operators and credit card issuerd @apital movements, the guidance was issued by means of the
Official Letter IVE No. 2621-2013.

Weighting and conclusion

CT190. Guatemala meets all the criteria of this RecommendalR®commendation 18 is rated as
Compliant.

Recommendation 19 - Higher ris k countries

CT191. Criteria 19.1- 19.2Through the IVE Official Letter 982014 OSs were instructed to strengthen

their policies, programs, standards, procedures and related countries listed in the FATF list, with emphasis
on control measures enhanced dugatice are reflected in Recommendation 19 and its Interpretative Note,

in the Interpretive Note to Recommendation 10 and other measures implemented to mitigate risks.
Importantly, the annex to said Official Letter includes the Public Declaration of theb€ani Financial
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Action Task Force (CFATF), FATBtyle body which also includes the Republc of Guatemala. It is
noteworthy that links to those lists and statements are available to the regulated entities and the general public
on the website of the SIB.

CT192. Addtionally, in order to guide the OSs in the development of a methodology for ML/TF risk
management, the Official Letter IVE No. 4240 0 9 , by which the AML/TF Ri sl
i ssued, in point 4. 1. 4, i g e caiatedpvihigeographic locasioksoof thes a y s
client or transactions; it specifically makes a mention of the International Geographical Risk, which links

with the inclusion of countries listed with regards to ML/TF as prepared by the FATF and regional FATF

style bodies, the lists of countries subject to sanctions by the United Nations and the list issued by the Office
of Foreign Assets Control of the United States Dt
identified as countries that provide faciltate terrorist funds or with significant levels of corruption or other

illegal activities.

CT193. Criterion 19.3Beyondthe measures implemented by the Guatemalan authorities related to training

and communication to the OSs on the existence of inher&rafrsountries with weak prevention systems,

it is important to mention that the links of the lists and statements mentioned above (FATF, CFATF, UN,

OECD, UE Terrorists, Canada Terrorist, among others) are available to OSs and the general public at the
SIB website.

Weighting and conclusion

CT194. Guatemala meets all the criteria of this RecommendaRmcommendation 19 is rated as
Compliant.

Recommendation 20 - Suspicious transaction reporting

CT195. Criteria 20.1-20.2As established in Art.26 of the AML Lathe OSs should pay special attention

to all transactions, regardless of whether they
and all patterns of unusual transactions anesigmificant but periodic transactions which have no appare
economic or | egal basiso, which shall be communi

Art.15 of the Regulations of the AML Law states that the OSs slamaltyzethe operations that may be
considered suspicious and open a file, which @ghtain and maintain the supporting documents, whether

or not the IVE is informed; also, the Art.16 establishes the procedure by which they wil have to report
suspicious transactions, which must first be reported to the compliance officer who shalingeteithin

fifteen (15) days if it has the character of suspicious, duly noting the open file for the transaction record, and
notifying the operation to the IVE in 10 days, using the forms provided for that purpose. The OSs also have
the responsibility d define red flags that allow them to identify suspicious transactions to be reported to the
IVE.

CT196. Al these obligations extend to suspicious transactions relating to financing of terrorism by the
Art.15 of the PRFT Law, while the Art.16 of the order ssatet the OSs shall promptly transactions that
have no obvious lawful purpose or are suspected if feasibly linked funds used to finance terrorism, but not
the financing of individual terrorist or terrorist organization. If a regulated entity does not sletpicious
transactions within a given quarter of the year, it should also be reported to the IVE.

Weighting and conclusion
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CT197. The reporting of suspicious transactions does not extend to reports related to financing of individual
terrorist or terrorisbrganization, because thdsshaviorsare not defined in the criminal law of Guatemala.
Recommendation 20 is rated as Largely Compliant.

Recommendation 21 - Revelation (tipping -off) and confidentiality

CT198. Criterion 21.1The AML Law, as Art.30 expresslfisclaims any liability to the OSs, its owners,
directors, managers, administrators, officials, legal representatives and employees who provide information
in accordance with the provisions of the law; this aspectis reinforced by the provisions 0b&HelRED.

CT199. Criterion 21.2Anyone who, due to his position, knows or has access to the information referred to
in the AML Law, is required to keep it reserved even after leaving office, this in terms of Art. 36 said Act.

Weighting and conclusion

CT200. Guatenala meets all the criteria of this RecommendatBecommendation 21 is rated as
Compliant.

Recommendation 22 - DNFBPs: Customer Due Diligence

CT201. Criterion 22.1Based on relevant regulations on antiney laundering, the OSs, regardless of
whether they arinancial or otherwise, are subject to the same obligations regarding customer due diligence.
Within the norfinancial OSs covered by Art.5 of the Regulations to the AML Law all those natural and
legal persons carrying out the following activities arduuhed:
a. Conducting lotteries, raffles and similar activities;
b. Property development or sale of property;
c. Trade injewelry, precious stones and metals;
d. Publc accountants and auditors who provide money management services, securities, bank
accounts, investents or other assets;
e. Persons providing services, instructions or on behalf of their clients or third parties such as registered
shareholders, partners or founders of legal persons; and
f. Persons acting as directors, board members or board of directorsistdtors, parents or legal
representatives of legal persons.

CT202. Inaddition, Art. 18 of the PRFT Act provides OSs with a special regime to natural and legal persons
performing the activities listed above, as well as extending the scope to notaries; hdke\sope is

imited to information requests by the IVE. Notwithstanding the foregoing, legislation and regulation does
not extend to casineddeo lotteries and lawyers acting on behalf of their customers, as well as those who
provide management sergi of bank accounts, money or assets, and is only extended in cases where they
manage legal persons.

CT203. Criterion 22.2Considering that nerfinancial businesses and professions mentioned in both the
Regulations of the AML Law and the PRFT Law are called, @&y are subject to the same provisions of
Articles 21 and 23 of the AML Law and articles 12 and 13 of the Rules of the AML Law regarding the
request for information and recordkeeping.
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CT204. Criterion 22.3No legislation on this criteriGh

CT205. Criterion 22.4Legislation, regulations or guidelines issued to the regulated institutions do not
establish the need tmalyzethe ML/TF risks for the development of new products or pradites

CT206. Criterion 22.5Noapplicablelegislation to this aspect, since it is nohsidered for OSs, especially
those that carry out ndimancial activities as identified by the AML Law and PRFT Law, may delegate
third party compliance with CDD requirements.

Weighting and conclusion

CT207. In Guatemala DNFBPs are considered OSs in accoedattic Arts. 18 of the AML Law, 5 of the
Regulations to the AML Law and 15 of the PRFT Law, to this regard it should be noted that despite the
outcome of country risk analysis determining that DNFBPs as lawyers and notaries, and video lotteries
and/or casios have a high level of vulnerability, they have not been included as OSs, the activities of lawyers
and notaries, are only regulated under the PRCFT Act with those relating to international standards, and they
are not regulated in the regulations agair3t In addition, for current OSs regulations pertinent to the
criteria 22.3 to 22.5 are still to be included in tRecommendation 22 is rated as Partially Compliant

Recommendation 23 - DNFBPs: Other measures

CT208. Criteria 23.1- 23.4The AML Law Art.26states that the OSs, including those that carry out non
financial activities included in the AML Law and PRFT Law must pay special attention to all transactions,
whether or not concluded, which are considered as complex, unusual, significant and terb pat

unusual transactions, as well as those that although they aignifitant, areegular or have no apparent
economic or legal basis, in which case OSs must communicate it inmediately to the IVE, in accordance with
the guidelines setoutinaitcies 15 and 16 of the Regul at-Related and t
|l egislation against Money Laundering and Terrori
No. 18182012 on the registration of unusual transactions, communicatidnregorting of suspicious
transactions and issuing quarterly reports on thededection of suspicious transactions.

CT209. Similarly, measures related to internal controls, compliance with the list ofisigltountries,
especially those issued by the FATE&FATF and the obligation to maintain confidentiality and disclosure
of information on ML/TF are applicable to all the OSs identified in the AML Law and the PRFT Law.

Weighting and conclusion

CT210. Guatemala has a legal framework for {fimancial OSs thatddresses the criteria of this
recommendation; however, there are not implemented in all DNFBP sectors set by the FATF\Viiesinos
lotteries, lawyers and notaries are not OSs (refer to Recommendation 22), this being of special importance
as they were awidered as highly vulnerable in the ML/TF NRRe commendation 23 is rated as Partially
Compliant.

20 According to reports by the authorities, aftertimesite visit DNFBPswere issued and communicated witteventive
measures that should apply in relation to PEP. However, this information is outside the scope ofthe Mutual Evaluation,
whose scopeis limited to the last day of the site visit date.

21t should be mentionethat, according tanformation provided by the ahbrities after theon-site visit s that DNFBPs

should apply in relation to Recommendation H&ve been issuedet out in the Risk Management Guide MUTF.
However, this information is outside the scope of the Mutual Evalu&&port whose scopeiis lingd to the last day

of the site visit date
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